
  
 

 

 
 
 
 

        Friday, November 20, 2015, 8:30 a.m. 
  Peace Garden Room, State Capitol 
       600 E Boulevard, Bismarck, ND  

 
AGENDA (REVISED) 

 
 

I. CALL TO ORDER AND ACCEPTANCE OF AGENDA  
 
 
II.       ACCEPTANCE OF MINUTES (October 23, 2015) 

 
 

III. INVESTMENTS 
 

A. Asset and Performance Overview – Mr. Hunter (enclosed) (15 min)  
B. Epoch Capital Markets Update – Mr. Priest, Mr. Ulness (enclosed) (45 min) 
C. Litigation Update:  GM Bankruptcy – Ms. Murtha (enclosed) (10 min) Board Action 
D. Litigation Monitoring:  Policy Proposal (2nd Reading) – Mr. Hunter (enclosed) (10 min) Board Action 
E. International Equity Recommendation – Mr. Schulz (enclosed) (10 min) Board Action 

 
                    ============================ Break from 10:10 to 10:20 a.m. =========================== 

 
F. Board Education:  Fiduciary Duty – Mr. Hunter (enclosed) (10 min) 
G. PERS Group Insurance Recommendation – Mr. Schulz (to follow) (10 min) Board Action (NEW) 

 
 

  IV.         QUARTERLY MONITORING (45 minutes) (Proposal to move after “Governance”) 

    

A. Callan - Pension Investment Review 9/30/15 – Mr. Erlendson (enclosed)  Board Acceptance 

B. Callan - Insurance Investment Review 9/30/15 – Mr. Erlendson (enclosed)  Board Acceptance 

C. Callan - Legacy Investment Review 9/30/15 – Mr. Erlendson (enclosed)  Board Acceptance 
 

 
V. GOVERNANCE (15 minutes) (Proposal to move before “Quarterly Monitoring”) 

 
A. Audit Committee Report to SIB – Ms. Miller Bowley  (enclosed) Board Acceptance  
B. RIO FY 2015 Financial Audit Report – Mr. Hunter  (enclosed) Board Acceptance  
C. Employee Benefit Plan Committee – Mr. Hunter  (enclosed) (Informational) 

 
  

VI. OTHER 
 

 Next Meetings:  SIB meeting - January 22, 2016, 8:30 a.m. - Peace Garden Room  
                           SIB Audit Committee meeting - February 25, 2016, 3:00 p.m. - Peace Garden Room 
 
 

VII. ADJOURNMENT 
 

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

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

    MINUTES OF THE 

OCTOBER 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:  Connie Flanagan, Fiscal & Invt Op Mgr 

  Bonnie Heit, Assist to the SIB  

     David Hunter, ED/CIO 

     Terra Miller Bowley, Supvr Audit Services 

     Darren Schulz, Dep CIO 

     Susan Walcker, Invt Acct 

 

GUESTS PRESENT:   Tony Crescenzi, PIMCO 

Jeff Engleson, Land Dept. 

Levi Erdmann, Land Dept. 

Stephanie King, PIMCO 

     Jan Murtha, Attorney General’s Office 

     Dave Thompson, Prairie Public 

     Yinyin Wu, PIMCO 

         

CALL TO ORDER:      

 

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

8:30 a.m. on Friday, October 23, 2015, at the State Capitol, Peace Garden Room,  

Bismarck, ND. 

 

AGENDA: 

 

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

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

 

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

MR. LECH, MR. SANDAL, MR. TRENBEATH, MR. OLSON, AND LT. GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 

ABSENT: COMMISSIONER GAEBE 

 

MINUTES: 

 

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

VOTE TO APPROVE THE SEPTEMBER 25, 2015, MINUTES AS DISTRIBUTED.  

 

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

TERNES, COMMISSIONER HAMM, TREASURER SCHMIDT, AND LT. GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 
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ABSENT: COMMISSIONER GAEBE 

 

INVESTMENTS: 

 

PIMCO – Mr. Crescenzi highlighted PIMCO’s economic, market, and cyclical 

outlooks.   

 

Board Education – Mr. Hunter provided an overview on how to review SIB clients’ 

monthly/quarterly investment performance reports, which are on the Retirement and 

Investment Office’s website. 

 

The board requested a hyperlink be added to the reports, which would provide 

information on a manager’s specific strategy.  

 

Mr. Hunter also reviewed educational opportunities the SIB trustees and RIO 

personnel have attended in the past as a reference to the current trustees of the 

board.   

 

Mr. Hunter also re-distributed “A Primer for Investment Trustees” and will be 

highlighting key takeaways from each section over the next several board 

meetings. 

 

Litigation Updates – Ms. Flanagan informed the board the SIB’s external counsel, 

K&L Gates, has been notified that the receiver in the WG Trading fraud case has 

filed a motion and supporting papers to request authorization to make a third 

distribution of receivership assets to investors. The distribution would include 

a total of $5,944,067.48 related to the SIB’s investment with Westridge/WG 

Trading and increases the total recovery from the receivership assets to 

$73,012,495.33 or approximately 97% of the original cost basis of the investment.                                                                             

 

The Board recessed at 10:00 a.m. and reconvened at 10:17 a.m. 

 

At the July 24, 2015, meeting Ms. Murtha reviewed a lawsuit, which was filed by 

unsecured creditors against the holders of a General Motors (GM) term loan that 

was repaid after GM filed for bankruptcy in 2009. The SIB’s Pension Trust was a 

holder of the GM term loan via a Wells Capital Management (WCM) investment. The 

lawsuit claims that the holders of the GM term loan should not have been fully 

repaid and are seeking repayment of certain amounts paid to such holders. The 

SIB’s repayment portion was $700,000. 

 

Ms. Murtha reviewed several firms, which the board could consider for external 

counsel. After discussion,    

 

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

CALL VOTE TO GRANT AUTHORITY TO THE ATTORNEY GENERAL’S OFFICE TO OVERSEE THE 

GENERAL MOTORS BANKRUPTCY CASE ON BEHALF OF THE SIB. SECONDLY, TO RETAIN EXTERNAL 

COUNSEL WHO WOULD BEST REPRESENT THE FINANCIAL INTERESTS AND OPPORTUNITIES TO 

MINIMIZE ANY LOSSES ON BEHALF OF THE SIB. 

 

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

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

GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 
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Litigation Monitoring – Mr. Hunter reviewed a Securities Monitoring and 

Litigation Policy, which will be inserted into Section E, Investments, of the 

Governance Manual. After the SIB completed a review of their Governance Manual 

during the past fiscal year, RIO personnel and Ms. Murtha determined that 

additional clarification on “securities monitoring and litigation” practices 

followed by RIO and the SIB could be enhanced. 

 

The policy will be on the November 20, 2015, agenda for a second reading.     

 

GOVERNANCE: 

 

Client Survey – The Audit Division surveyed each of the SIB clients on services 

received from the SIB and RIO personnel for the period of July 1, 2014, through 

June 30, 2015. Survey responses were received from all of the clients with the 

exception of one. Overall, SIB clients assigned a 3.7 rating based on a 4.0 

scale.    

 

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

TO ACCEPT THE CLIENT SURVEY REPORT. 

 

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

OLSON, MS. TERNES, MR. GESSNER, MR. TRENBEATH, MR. LECH, MS. SMITH, AND LT. 

GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 

 

Audit Committee – Ms. Miller Bowley reviewed the Audit Committees activities for 

the period of July 1, 2014 – June 30, 2015. Members of the Audit Committee are 

Ms. Rebecca Dorwart, Chair, Ms. Karol Riedman, Health Dept., Mr. Gessner, Vice 

Chair/SIB Liaison representing the Teachers’ Fund for Retirement (TFFR), Mr. 

Sandal, representing the Public Employees Retirement System (PERS), and Ms. 

Ternes, designee from Workforce Safety & Insurance representing elected and 

appointed officials.  

 

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

TO ACCEPT THE AUDIT COMMITTEE REPORT. 

 

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

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

GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED  

 

Ms. Ternes commented as a member of the Audit Committee her comfort level has 

changed. With the change in leadership in the Internal Audit Division, employer 

audits are being completed in a timely manner. Across the board, everything is so 

much more professional and complete. She thanked Ms. Miller Bowley for her 

excellent leadership.  

 

RIO/Policy Ends –  Mr. Hunter reviewed annual evaluation results of RIO vs policy 

“Ends.” Mr. Hunter stated the SIB and RIO are achieving its stated goals and 

mission based on SIB and TFFR client survey results and noting that every SIB 

client with a three-year track is generating positive excess returns for the 3 

and 5 year periods ended June 30, 2015, while adhering to prescribed risk 

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

VOTE TO ACCEPT THE ANNUAL EVALUATION OF RIO VS GOVERNANCE POLICY ENDS. 

 

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

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

GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 

 

MONITORING REPORTS: 

 

Per Governance Policy, Board/Staff Relationship/Monitoring Executive Performance 

C-4, the following monitoring reports for the quarter ending September 30, 2015, 

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

Executive Limitations/Staff Relations, Investment Program, and Retirement 

Program. 

 

An updated Watch List for the same period was also provided. 

 

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

TO ACCEPT THE SEPTEMBER 30, 2015, QUARTERLY MONITORING REPORTS. 

 

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

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

GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 

 

OTHER: 

 

The next meeting of the SIB Audit Committee is scheduled for November 19, 2015, 

at 3:00 p.m. in the Peace Garden Room. The Audit Committee will be hearing the 

results of RIO’s financial audit as of June 30, 2015, by CliftonLarsonAllen.  

 

The next meeting of the SIB is scheduled for November 20, 2015, at 8:30 a.m. in 

the Peace Garden Room.  

 

ADJOURNMENT: 

 

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

the meeting at 11:16 a.m. 

 

___________________________________  

Lt. Governor Wrigley, Chair 

State Investment Board  

 

___________________________________ 

Bonnie Heit 

Assistant to the Board 
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Dave Hunter, Executive Director / CIO 

Darren Schulz, Deputy Chief Investment Officer 

ND Retirement & Investment Office (RIO) 

State Investment Board (SIB)  
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 SIB Client Assets Under Management 
grew by approximately 8.6% or $828 
million in the last year.   

 The Pension Trust posted a net return of 
-0.52%, while the Insurance Trust 
generated a 1.98% net return in the last 
year. Investments were responsible for 
losses of $24 million for the Pension 
Trust and gains of $48 million for the 
Insurance Trust excluding Legacy Fund 
assets. 

 Legacy assets increased by 32% (or $812 
million) primarily due to tax collections, 
although net returns were 0.52% for the 
year ended September 30, 2015. 

 SIB client assets exceeded $10.4 billion 
based on unaudited valuations as of 
September 30, 2015. 

 ND Tobacco Prevention and Control 
Trust Fund joined the NDSIB platform on 
September 30, 2015. 

 Market Values  Market Values 

Fund Name  as of 9/30/15 (1)  as of 9/30/14 (1)

Pension Trust Fund 

Public Employees Retirement System (PERS) 2,297,961,943 2,308,416,720

Teachers' Fund for Retirement (TFFR) 1,986,026,509 2,021,059,673

Job Service of North Dakota Pension 92,672,787 96,025,390

City of Bismarck Employees Pension 78,266,180 78,132,449

City of Grand Forks Employees Pension 54,988,659 56,355,233

City of Bismarck Police Pension 34,180,912 34,285,500

Grand Forks Park District 5,736,878 5,919,091

City of Fargo Employees Pension 1,250 9,655

Subtotal Pension Trust Fund 4,549,835,119 4,600,203,712

Insurance Trust Fund  

Legacy Fund 2,516,568,041

Workforce Safety & Insurance (WSI) 1,722,726,573 1,686,541,307

Budget Stabilization Fund 575,697,144 587,073,431

City of Fargo FargoDome Permanent Fund 37,545,105 36,605,770

PERS Group Insurance Account 36,093,259 45,003,806

State Fire and Tornado Fund 22,737,348 25,266,953

Petroleum Tank Release Compensation Fund 7,176,956 7,098,987

State Risk Management Fund 6,116,849 6,575,307

State Risk Management Workers Comp Fund 5,614,318 5,940,827

ND Association of Counties (NDACo) Fund 3,836,386 3,416,313

State Bonding Fund 3,186,910 3,272,018

Insurance Regulatory Trust Fund 2,567,559 636,259

ND Board of Medical Examiners 2,138,284 1,878,733

Bismarck Deferred Sick Leave Account 850,301 842,530

Cultural Endowment Fund 366,207 360,795

Subtotal Insurance Trust Fund 2,426,653,198 4,927,081,077

Individual Investment Accounts

Legacy Fund 3,328,631,897

PERS Retiree Insurance Credit Fund 92,663,350 89,889,545

ND Tobacco Prevention and Control Trust Fund 47,300,013

Subtotal Individual Investment Accounts 3,468,595,260 89,889,545

Total Assets Under SIB Management 10,445,083,577 9,617,174,334

(1)  9/30/15 and 09/30/14 market values are unaudited and subject to change.
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Overview:   
 

Pursuant to Section D.3 of the SIB Governance Manual, 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 period of 5 years.  The following five pages 
summarizes actual client level returns (net of fees), for the 1-, 3- and 5-year periods ended September 30, 2015.  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 September 30, 2015.  Please refer to pages 12-13 for a Legacy Fund update for the 1-, 3- and 4- years ended Sep. 30, 2015. 
 
Pension Trust:   
 

Every Pension Trust client generated positive Excess Returns for the 1-, 3- and 5-year periods ended September 30, 2015, as 
summarized on the following two pages.  Over the past year, PERS and TFFR lost approximately 0.58% and 0.50%, respectively, 
which exceeded the policy benchmark by 0.68%.  Based on $4.3 billion of total assets for PERS and TFFR, this translates into $29 
million of incremental income for the State’s two largest pension plans in the last year (e.g. $4.3 billion x 0.68% = $29 million).  The 
main drivers of excess returns in the overall Pension Trust were U.S. Equity (0.35%), International Equity (0.32%),  U.S. Fixed Income 
(0.29%) and Real Estate (0.24%), with Timber (-0.30%) representing the largest detractor during the past year.  Risk Adjusted Excess 
Returns for the five-years ended June 30, 2015 were positive for all current Pension Trust clients with one exception for the Grand 
Forks Park District Plan (which generated a net return of over 8% along with 0.51% of excess return in the last 5-years). 
 
Non-Pension Trust Clients:   
 

Every Non-Pension Trust client generated positive Excess Returns for the 3- and 5-year periods ended September 30, 2015, if 
applicable.  During the past year, however, there were five non-Pension Trust clients which experienced negative excess returns 
(including WSI of -0.02%) largely due to disappointing fixed income and diversified real asset results.  Over the medium term, Risk 
Adjusted Excess Returns for the 5-years ended Sep. 30, 2015 were positive for all Non-Pension clients with one exception for the 
PERS Retiree Health Insurance Fund which still generated 0.33% of excess return (in the last 5-years). 

 

Actual asset allocations are within Target ranges and guidelines as confirmed by Callan Associates as of September 30, 2015. 
 

Note:  Current year returns are unaudited and subject to change. 
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Returns and Risk:  Every single Pension Trust client portfolio generated positive “Excess Return” 
over the last 1-, 3- and 5-year periods ended June 30, 2015, while adhering to prescribed risk 
levels (i.e. < 115% of policy) with no exceptions. 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

9/30/2015 9/30/2015 9/30/2015 9/30/2015 9/30/2015

PERS (Main Plan)

Total Fund Return - Net -0.58% 7.52% 7.75% 8.13% 0.11%

Policy Benchmark Return -1.26% 6.49% 7.21% 7.68%

Excess Return 0.68% 1.03% 0.53% 105.8%

TFFR

Total Fund Return - Net -0.50% 7.63% 7.84% 8.69% 0.42%

Policy Benchmark Return -1.19% 6.56% 7.06% 8.28%

Excess Return 0.68% 1.06% 0.79% 105.0%

BISMARCK EMPLOYEES

Total Fund Return - Net 0.20% 7.00% 7.69% 7.02% 0.33%

Policy Benchmark Return -0.35% 5.81% 6.89% 6.59%

Excess Return 0.55% 1.20% 0.80% 106.5%

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

Return measures actual 

portfolio results versus a 

benchmark adjusted by 

its risk relative to a 

benchmark portfolio.  

This metric is positive if 

excess returns are due 

to “smart” investment 

decisions or negative if 

driven by excess risk.  

Risk Adjusted Excess 

Returns for the five-

years ended June 30, 

2015 were positive for 

all Pension Trust 

clients with one 

exception (of -0.04%) 

for the Grand Forks 

Park District Plan 

(which still generated 

0.51% of excess return 

over the past five-years). 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

9/30/2015 9/30/2015 9/30/2015 9/30/2015 9/30/2015

BISMARCK POLICE

Total Fund Return - Net -0.28% 7.14% 7.83% 7.62% 0.32%

Policy Benchmark Return -0.81% 6.01% 7.13% 7.25%

Excess Return 0.53% 1.13% 0.70% 105.1%

JOB SERVICE PENSION

Total Fund Return - Net 0.78% 6.66% 7.48% 6.18% 0.46%

Policy Benchmark Return -0.03% 5.06% 6.30% 5.59%

Excess Return 0.81% 1.61% 1.18% 110.7%

GRAND FORKS PENSION

Total Fund Return - Net -1.02% 7.49% 8.13% 8.32% 0.27%

Policy Benchmark Return -1.51% 6.51% 7.49% 7.94%

Excess Return 0.48% 0.98% 0.64% 104.8%

GRAND FORKS PARK DISTRICT

Total Fund Return - Net -0.48% 8.05% 8.27% 8.42% -0.04%

Policy Benchmark Return -1.22% 6.94% 7.76% 7.85%

Excess Return 0.74% 1.11% 0.51% 107.2%

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

Every Non-Pension 

Trust client generated 

positive Excess Return 

for the 3- and 5-year 

periods ended June 30, 

2015 (if applicable).  

This performance was 

achieved while 

adhering to 

reasonable risk levels 

which were generally 

within 100 bps of 

policy levels. 

 
 

 

Note:  WSI generated a 

negative excess return of 

0.02% in the past year, 

but exceeded 1.7% over 

the past 3-to-5 years with 

a sizable risk adjusted 

excess return of 0.72%. 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

9/30/2015 9/30/2015 9/30/2015 9/30/2015 9/30/2015

WORKFORCE SAFETY & INSURANCE (WSI)

1,722,726,573$        

Total Fund Return - Net 1.72% 5.67% 6.93% 4.0% 0.72%

Policy Benchmark Return 1.74% 3.95% 5.21% 3.4%

Excess Return -0.02% 1.72% 1.72%

LEGACY FUND

3,328,631,897$        

Total Fund Return - Net 0.52% 1.85% N/A N/A N/A

Policy Benchmark Return -0.21% 1.19% N/A N/A

Excess Return 0.74% 0.67%

BUDGET STABILIZATION FUND

575,697,144$           

Total Fund Return - Net 2.03% 1.69% 2.04% 0.6% 0.35%

Policy Benchmark Return 0.98% 0.57% 0.47% 0.2%

Excess Return 1.05% 1.12% 1.57%

FIRE & TORNADO FUND

22,737,348$             

Total Fund Return - Net 1.08% 6.13% 7.13% 5.4% 0.38%

Policy Benchmark Return 0.85% 4.64% 5.50% 4.5%

Excess Return 0.23% 1.48% 1.63%

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

Return measures a 

portfolio’s excess return 

adjusted by its risk relative to 

a benchmark portfolio.  This 

metric is positive if returns 

are due to “smart” investment 

decisions or negative if driven 

by excess risk.   
 

 

 

Note:  The State Bonding 

Fund and Petroleum Tank 

Release Compensation 

Fund generated negative 

excess returns of 0.2% in the 

past year, but exceeded 0.9% 

over the past 3-to-5 years 

with a sizable risk adjusted 

excess return of over 1.1% 

(during the last 5-years). 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

9/30/2015 9/30/2015 9/30/2015 9/30/2015 9/30/2015

STATE BONDING FUND

3,186,910$                

Total Fund Return - Net 1.38% 2.00% 3.21% 1.8% 1.17%

Policy Benchmark Return 1.62% 0.97% 1.74% 1.6%

Excess Return -0.23% 1.03% 1.47%

INSURANCE REGULATORY TRUST FUND (IRTF)

2,567,559$              

Total Fund Return - Net 0.27% 4.63% 5.29% 4.6% 0.29%

Policy Benchmark Return 0.26% 3.69% 4.22% 3.9%

Excess Return 0.00% 0.94% 1.08%

PETROLEUM TANK RELEASE COMPENSATION FUND

7,176,956$              

Total Fund Return - Net 1.27% 1.83% 2.93% 1.6% 1.14%

Policy Benchmark Return 1.48% 0.89% 1.59% 1.5%

Excess Return -0.21% 0.94% 1.34%

STATE RISK MANAGEMENT FUND

6,116,849$              

Total Fund Return - Net 2.21% 6.49% 7.87% 4.8% 0.28%

Policy Benchmark Return 2.02% 4.83% 6.05% 3.9%

Excess Return 0.19% 1.66% 1.82%

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

Return measures a 

portfolio’s excess return 

adjusted by its risk 

relative to a benchmark 

portfolio.  This metric is 

positive if returns are 

due to “smart” 

investment decisions or 

negative if driven by 

excess risk.   
 

 

 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

9/30/2015 9/30/2015 9/30/2015 9/30/2015 9/30/2015

STATE RISK MANAGEMENT WORKERS COMP FUND

5,614,318$              

Total Fund Return - Net 2.19% 7.26% 8.57% 5.8% 0.37%

Policy Benchmark Return 1.89% 5.60% 6.81% 4.8%

Excess Return 0.31% 1.66% 1.76%

ND ASSOCIATION OF COUNTIES FUND (NDACo)

3,836,386$              

Total Fund Return - Net 1.03% 5.48% 6.35% 5.8% 0.49%

Policy Benchmark Return 0.90% 4.06% 4.82% 4.8%

Excess Return 0.13% 1.42% 1.53%

CITY OF BISMARCK DEFERRED SICK LEAVE ACCOUNT

850,301$                 

Total Fund Return - Net 1.23% 5.80% 6.98% 4.8% 0.32%

Policy Benchmark Return 1.13% 4.20% 5.15% 3.8%

Excess Return 0.10% 1.60% 1.83%

FARGODOME PERMANENT FUND

37,545,105$             

Total Fund Return - Net 0.38% 7.42% 8.15% 7.8% 0.51%

Policy Benchmark Return -0.02% 5.98% 6.83% 7.0%

Excess Return 0.39% 1.44% 1.32%

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



Non-Pension Trust Return & Risk Summary – Sep. 30, 2015 
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PERS Retiree Health and 

Group Insurance generated 

negative Excess Return in 

the past year, although 3- 

and 5-year performance 

was positive.   
 

 

 

The PERS Retiree Health 

and Group Insurance Funds 

will be reviewed by RIO and the 

PERS Investment Subcommittee 

over the next quarter.  This 

review will include an SEI 

performance review (including 

benchmarks) relating to PERS 

Retiree Health.  RIO will also 

propose a new asset allocation 

for Group Insurance subject to 

PERS board approval and SIB 

acceptance.  The latter is 

expected to enhance returns 

and reduce fees for Group 

Insurance. 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

9/30/2015 9/30/2015 9/30/2015 9/30/2015 9/30/2015

CULTURAL ENDOWMENT FUND

366,207$                 

Total Fund Return - Net 1.74% 8.94% 9.83% 8.3% 0.59%

Policy Benchmark Return 0.96% 7.39% 8.18% 7.4%

Excess Return 0.78% 1.56% 1.64%

BOARD OF MEDICAL EXAMINERS

2,138,284$              

Total Fund Return - Net 0.85% N/A N/A N/A N/A

Policy Benchmark Return 0.85% N/A N/A N/A

Excess Return 0.00%

PERS RETIREE HEALTH

92,663,350$             

Total Fund Return - Net -1.60% 7.49% 8.33% 8.9% -0.43%

Policy Benchmark Return 0.00% 7.24% 8.00% 8.1%

Excess Return -1.60% 0.25% 0.33%

PERS GROUP INSURANCE

36,093,259$             

Total Fund Return - Net 0.01% 0.09% 0.16% 0.07% 0.06%

Policy Benchmark Return 0.02% 0.03% 0.06% 0.03%

Excess Return -0.01% 0.06% 0.11%

Note:  Current year returns are unaudited and subject to change. 
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The chart displays the ranking of the Total Pension Fund’s performance relative to that of the Public Fund Sponsor Database for periods ended September 30, 
2015, without any adjustment for the historical asset allocations of the Total Pension Fund (versus other public fund sponsors). 

Peer Performance - Pension Trust Total Fund Ranking (Unadjusted)  

Callan Public Fund Sponsor Database 

Gross Returns:  The Pension Trust generated 2nd quartile returns for the 1-, 3-, and 5-
year periods and 3rd quartile returns for the 10-year period ended September 30, 
2015 based on Callan Associates Public Fund Sponsor Database (unadjusted basis). 



Pension “Risk” has declined as measured by Standard Deviation 
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Portfolio volatility, as measured by Standard Deviation, has declined on an absolute 
basis and versus peers and currently resides in the 3rd quartile for 3-year period 
ended 9/30/15 versus the upper two quartiles for the “Last 5 (and 10) Years”. 

Last Year Last 3 Years Last 5 Years Last 10 Years

4.0

6.0

8.0

10.0

12.0

14.0

Group: CAI Public Fund Sponsor Database

for Periods Ended September 30, 2015

Standard Deviation

10th Percentile 7.9 7.0 9.9 12.5

25th Percentile 7.4 6.5 8.9 11.7

Median 6.7 5.9 8.0 10.9

75th Percentile 6.0 5.4 6.9 8.9

90th Percentile 5.3 5.0 6.1 6.8

Member Count 231 212 196 175

Total Fund-TFFR A 6.6 5.7 8.7 12.4

Total Fund-PERS B 6.6 5.7 8.1 11.3

A (52) A (61)

A (32)

A (10)

B (51)

B (62)

B (45)

B (37)



Legacy Fund – Asset Allocation Update 
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Actual asset allocations are within 1% to 2% of target levels as of Sep. 30, 2015. 

Asset Allocation:   
 

The Legacy Fund asset 

allocation was transitioned 

from 100% fixed income to: 
 

    50% equity; 

    35% fixed income; and      

    15% diversified real assets 
 

between August 1, 2013 and 

January 31, 2015. 

Active management has 

increased Legacy Fund 

returns by over 50 bps: 
 

The Legacy Fund has generated 

incremental income from active 

management for the 1-, 3- and 4-

year periods ended 9/30/15: 
 

               Actual    Target   Excess 

1-year     0.52%   -0.19%  +0.71% 

3-years   1.85%    1.33%  +0.52% 

4-years   1.88%    1.12%  +0.76% 

 
Source:   

Callan Investment Measurement Service for the 

Legacy Fund  as of September 30, 2015. 



Legacy Fund – Performance Update 
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 Performance Update:  For the year ended September 30, 2015, the Legacy Fund earned less than 

1% largely due to weak returns in U.S. Equities and Fixed Income (up 2%) and negative returns in 

International Equity (down 7%) which was impacted by a strong U.S. dollar, economic uncertainty 

in the Eurozone, and slower growth in the emerging markets. Despite disappointing absolute 

returns, active management improved results by 71 bps (+0.52% net of fees vs -0.19% benchmark) 

for the year ended September 30, 2015.  Real Estate was the top performer posting a 16% return. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Since inception, active management has enhanced returns by over 75 bps (or 0.75%) as the Legacy 

Fund generated a net return of 1.88% for the 4-years ended 9/30/2015 (vs a policy target of 1.12%). 

Source:  Callan Investment Measurement Service for the Legacy Fund as of September 30, 2015. 



Investment Work Plan Update – November 17, 2015 
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Pension Trust: 
 

1. Conduct annual investment performance and policy statement reviews (TFFR, PERS and City of Bismarck plans have been 

completed, while the City of Grand Forks has been scheduled); 

2. Assist TFFR and PERS boards and professionals conduct their asset liability studies this year including any proposed investment 

policy statement changes and/or asset allocation revisions; 

3. Continue to review our overall fixed income allocation including our unconstrained bond and mortgage backed securities mandates 

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

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

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

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

 
Legacy and Insurance Trusts: 
 

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

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

Stabilization Fund or any other related developments; and 

3. Complete board approved equity searches (e.g. International) while considering the merits of reverse inquiries relating to non-

strategic, private strategies and implementing SIB approved litigation monitoring policy. 

 
Overall: 
 

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

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

2. Enhance transparency and understanding of our core goals and beliefs by easing public website access (by 12/31/15) while 

promoting the benefits of active management ($200 million in the last 5 fiscal years); 

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

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

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

5. Prudently enhance risk management systems using proven institutional grade risk management tools (i.e. a robust risk 

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

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



NDRIO 2015-17 Strategic Investment Plan 
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 Fundamental Investment Beliefs 
 

Asset allocation decisions are the primary driver of investment returns, but the prudent use of active investment management is an important 

contributor towards ensuring our clients attain their stated investment objectives.  SIB clients generated over $200 million of incremental 

income via the prudent use of active investment management over the past five years including $100 million of excess return for the fiscal 

year ended June 30, 2015. 

 

Strategic Investment Plan 
 

1. Reaffirm the organizational commitment to our current governance structure including a persistent awareness to the importance of 

continuing board education. 
 

2. Enhance transparency and understanding of our core goals and beliefs. 

a. Remain steadfast in our commitment to the prudent use of active investment management. 

b. Expand awareness to downside risk management which is essential to achieving our long term investment goals. 

c. Given actual and projected growth of SIB client assets and the heightened public awareness of the Legacy Fund, align our 

investment platforms to promote greater clarity and efficiency in reporting and implementing client investment policies. 
 

3. Expand RIO’s influence and ability to create positive and sustainable change by developing relationships with existing clients, 

organizations and legislative leaders. 

a. Enhance community outreach to build upon public awareness and confidence. 

b. Develop concise presentations which highlight our overall risk, return and cost control framework including our progress 

towards attaining our long-term goals.  
 

4. Heighten employee engagement by promoting an open and collaborative work environment while encouraging employee 

participation in staff meetings, offer more opportunities to impact RIO’s change initiatives and improve overall compensation levels. 

a. RIO’s ability to continue to deliver strong results is dependent on the combined efforts of our highly valuable team members.  
 

5. Enhance our existing risk management tools and processes by developing a more robust risk management framework utilizing 

proven risk management solutions with a focus on portfolio construction and downside risk management (or “stress test” scenarios). 

a. A robust risk management framework provides a foundation to understand downside risks and our ability to withstand market 

corrections in varying stress test scenarios. 
 

6. Evaluate and expand the efficient use of technology in our investment program activities including risk management, compliance 

monitoring, client satisfaction surveys, website design and communications in order to increase overall efficiency and effectiveness. 



  AGENDA ITEM III.B. 
 
 
TO:    State Investment Board    
 

FROM:   Dave Hunter, Executive Director/CIO     
 

DATE:   November 13, 2015 
 

SUBJECT:  EPOCH Capital Markets Update 
 

 

Given heightened volatility in recent months including an 8.5% decline in the global equity markets 
during the third calendar quarter of 2015, we have invited Mr. Bill Priest of Epoch Investment Partners 
to provide a capital markets update.  We will also be joined by Mr. Jeffrey Ulness who serves as our 
relationship manager for nearly $300 million of Pension Trust investments with Epoch. 
 

 

William W. Priest, CFA 

Chief Executive Officer, Co-Chief Investment Officer and Portfolio Manager 
Bill is Chief Executive Officer and Co-Chief Investment Officer of Epoch Investment Partners.  

He is a portfolio manager for Epoch’s global equity investment strategies and leads the Investment 

Policy Group, a forum for analyzing broader secular and cyclical trends that Epoch believes will 

influence investment opportunities. Prior to co-founding Epoch in 2004 with David Pearl, Tim Taussig 

and Phil Clark, Bill was a Co-Managing Partner and portfolio manager at Steinberg Priest & Sloane 

Capital Management, LLC for three years. Before joining Steinberg Priest, he was a member of the 

Global Executive Committee of Credit Suisse Asset Management (CSAM), Chairman and Chief 

Executive Officer of Credit Suisse Asset Management Americas and CEO and portfolio manager of its 

predecessor firm BEA Associates, which he co-founded in 1972. During his 30 year tenure at BEA 

and CSAM, he developed the firm into a well-recognized investment manager with over $100 billion 

under management. Bill is the author of several published articles and papers on investing and finance, 

including the books, The Financial Reality of Pension Funding Under ERISA and the more recent, 

Free Cash Flow and Shareholder Yield: New Priorities for the Global Investor which details the 

underpinnings of our investment approach, published by John Wiley & Sons. He holds the Chartered 

Financial Analyst designation, is a former CPA and a graduate of Duke University and the University 

of Pennsylvania Wharton Graduate School of Business. He is a member of the Council on Foreign 

Relations.  

 

 

 

 



Global Choice

The information contained in this presentation is distributed for informational purposes only and should not be considered investment advice or a recommendation of any particular security, strategy or investment
product. Information contained herein has been obtained from sources believed to be reliable, but not guaranteed. The information contained in this presentation is accurate as of the date submitted, but is subject to
change. Any performance information referenced in this presentation represents past performance and is not indicative of future returns. Any projections, targets, or estimates in this presentation are forward looking
statements and are based on Epoch’s research, analysis, and assumptions made by Epoch. There can be no assurances that such projections, targets, or estimates will occur and the actual results may be materially
different. Other events which were not taken into account in formulating such projections, targets, or estimates may occur and may significantly affect the returns or performance of any accounts and/or funds managed
by Epoch. To the extent this presentation contains information about specific companies or securities including whether they are profitable or not, they are being provided as a means of illustrating our investment
thesis. Past references to specific companies or securities are not a complete list of securities selected for clients and not all securities selected for clients in the past year were profitable.

Presentation to:

November 20, 2015

Investment Management
William W. Priest, CFA
CEO, Co-CIO & Portfolio Manager

Relationship Management
Jeffrey M. Ulness
Managing Director, Sub-Advisory Relations

North Dakota State Investment Board
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Epoch at a Glance

Global equity investors with a distinct perspective on the long-term 
drivers of shareholder return

• Investment process focused on the generation and allocation of free cash flow

• Formed in 2004 by an experienced group of investors

• A focused range of strategies managed for a diverse client base

• Risk management integrated throughout the investment process

3



Epoch at a Glance
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1As of September 30, 2015; may not total due to rounding.
2The institutional clients shown were selected based on client type and client domicile across all strategies. It is not known whether the listed clients approve or disapprove of the advisory services provided.

AUM: $41.5 Billion1

U.S. STRATEGIES

CORPORATIONS
AICPA
ArcelorMittal USA
Computer Sciences
Corporation
FMC Corporation
Kellogg Company
Nova Scotia Power Inc.
State Super Financial
Services Australia Limited

Representative Client List2

NON-PROFIT & OTHER
Bradley University
Church of the Nazarene
Masonic Homes 
of California
Wespath Investment
Management
YMCA Retirement Fund

GOVERNMENT
Florida State Board
of Administration
Metropolitan Government of
Nashville & Davidson County
North Dakota State
Investment Board
Ohio Bureau of Workers’
Compensation
Oklahoma Teachers
Public Employees’ Retirement
System of Mississippi

HEALTH SERVICES
& INSURANCE
Blue Cross and Blue Shield
of Kansas
Boston Medical Center
Greater Baltimore 
Medical Center
New York-Presbyterian Hospital
USAA

SUB-ADVISORY
CI — Assante Funds
Curian Capital, LLC
Jackson National Asset
Management
John Hancock Funds
New York Life —
MainStay Funds
Prudential Investments
TD Bank Group

UNION
CWA/ITU Negotiated
Pension Plan
Major League Baseball
Players Association
Theatrical State Employees,
Local No. One, I.A.T.S.E.
Steelworkers Pension Trust

Client Domicile

United
States
$23.8B

Canada
$12.8B

Europe/
Africa
$2.3B Asia/

Australia
$2.6B

GLOBAL STRATEGIES

Global Equity
$2.5B

Global & Non-U.S. 
Small Cap
$1.1B

Non-U.S.
Large Cap
$1.6B

Global & Non-U.S. Equity 
Shareholder Yield
$18.5B 

Global Choice
$4.6B

U.S. Small/ 
SMID Cap 
$2.2B

U.S. Equity
Shareholder Yield
$1.4B

U.S. All
Cap/Choice
$4.1B

U.S. Large Cap
$5.5B

$28.3B $13.2B



Experienced Investment Team Supported by a Robust Infrastructure

Infrastructure

Compliance, Operations and IT
16 Professionals

Client Relations / Marketing
28 Professionals

Finance and Administration
15 Professionals

Average Industry Experience: 18 Years

Investment Team

Portfolio Managers, Analysts and Traders
38 Professionals

Average Industry Experience: 22 Years

As of September 30, 2015
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Performance: As of September 30, 2015

7

Performance for the most recent quarter is preliminary and subject to change.  Returns are annualized for periods greater than one year.  Periods less than one year are cumulative, unless otherwise noted.  
Additional information regarding policies for calculating and reporting returns is available upon request.  Past performance is no guarantee of future results.

North Dakota Investment Board
Market Value: $298,452,309
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North Dakota Investment Board

MSCI World (Net)

QTD YTD 1 Year 3 Years 5 Years Inception to 
Date (7/8/07)

North Dakota Investment Board -9.2 -5.4 -1.9 10.3 10.0 5.1

MSCI World (Net) -8.5 -6.0 -5.1 8.6 8.3 1.8

%



Performance Attribution: One Year Ending September 30, 2015 
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North Dakota Investment Board

Totals may not add due to rounding. 
FactSet Research Systems, Inc.; Epoch Investment Partners, Inc.; MSCI Inc.

Account MSCI World Attribution Effects

Sectors
Average 
Weight Return (%)

Average 
Weight Return (%)

Allocation 
Effect

Stock 
Selection  Total Effect

Consumer Discretionary 12.8 (0.5) 12.6 6.6 (0.2) (0.6) (0.8)
Consumer Staples 8.2 12.3 9.9 4.0 (0.2) 0.9 0.7 
Energy 4.2 (38.3) 7.6 (33.4) 1.0 (0.4) 0.7 
Financials 16.3 (7.4) 20.7 (6.0) 0.1 (0.2) (0.1)
Health Care 15.7 7.9 13.1 2.1 0.2 0.8 0.9 
Industrials 15.0 7.2 10.8 (7.3) (0.1) 2.1 2.0 
Information Technology 23.4 (5.8) 13.3 0.4 0.5 (1.3) (0.8)
Materials -- -- 5.1 (22.4) 0.9 -- 0.9 
Telecommunication Services -- -- 3.3 (5.4) 0.0 -- 0.0 
Utilities -- -- 3.2 (3.7) (0.1) -- (0.1)
[Cash] 4.5 (0.3) -- -- 0.1 -- 0.1 
[Unassigned] -- -- 0.4 44.5 (0.1) -- (0.1)
Total 2.2 1.2 3.4 



Performance Attribution: One Year Ending September 30, 2015 
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Totals may not add due to rounding. 
FactSet Research Systems, Inc.; Epoch Investment Partners, Inc.; MSCI Inc.

North Dakota Investment Board

Account MSCI World Attribution Effects

Country
Average 
Weight Return (%)

Average 
Weight Return (%)

Allocation 
Effect (Local)

Stock 
Selection 
(Local)

Total 
Effect (Local)

Total Currency 
Effect

Total 
Effect

Australia 0.0 0.0 2.8 (21.1) 0.0 0.0 0.0 0.4 0.5 
Austria 0.0 0.0 0.1 (10.2) (0.0) 0.0 (0.0) 0.0 0.0 
Belgium 3.6 (2.7) 0.5 (0.8) 0.6 0.0 0.6 (0.4) 0.2 
Canada 0.0 0.0 3.7 (23.9) 0.3 0.0 0.3 0.5 0.8 
Denmark 0.0 0.0 0.6 6.7 (0.1) 0.0 (0.1) 0.0 (0.1)
Finland 0.0 0.0 0.3 (8.8) (0.0) 0.0 (0.0) 0.0 0.0 
France 10.6 (1.2) 3.8 (7.7) 0.5 0.5 1.0 (0.6) 0.5 
Germany 4.1 3.7 3.5 (9.1) 0.1 0.1 0.3 (0.1) 0.2 
Hong Kong 0.0 0.0 1.2 (3.3) 0.0 0.0 0.0 (0.1) (0.0)
Ireland 0.0 0.0 0.1 10.9 (0.0) 0.0 (0.0) 0.0 (0.0)
Israel 0.4 (18.3) 0.2 2.6 (0.2) (0.0) (0.2) (0.1) (0.3)
Italy 0.0 0.0 0.9 (9.3) (0.0) 0.0 (0.0) 0.1 0.0 
Japan 2.5 (7.1) 8.5 (2.2) (0.0) (0.1) (0.1) 0.1 0.0 
Netherlands 0.0 0.0 1.1 (2.0) (0.1) 0.0 (0.1) 0.1 (0.0)
New Zealand 0.0 0.0 0.1 (18.7) (0.0) 0.0 (0.0) 0.0 0.0 
Norway 0.0 0.0 0.3 (35.9) 0.0 0.0 0.0 0.1 0.1 
Portugal 0.0 0.0 0.1 (25.5) 0.0 0.0 0.0 0.0 0.0 
Singapore 0.0 0.0 0.6 (21.4) 0.1 0.0 0.1 0.0 0.1 
Spain 0.0 0.0 1.4 (20.6) 0.1 0.0 0.1 0.1 0.2 
Sweden 0.0 0.0 1.2 (10.5) (0.1) 0.0 (0.1) 0.1 0.1 
Switzerland 2.1 (7.9) 3.6 (3.8) 0.2 0.0 0.2 (0.2) 0.0 
United Kingdom 4.3 4.5 7.9 (12.2) 0.2 0.6 0.7 0.0 0.8 
United States 67.9 (1.5) 57.7 (1.2) 0.1 (0.3) (0.2) 0.4 0.2 
[Cash] 4.5 (0.3) 0.0 0.0 (0.1) 0.0 (0.1) 0.2 0.1 
Total 1.6 0.9 2.5 0.9 3.4 



Top and Bottom Contributors and Top Ten New and Closed Positions: 
One Year Ending September 30, 2015
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North Dakota Investment Board

Top Five Contributors

Contribution to 
Portfolio Return (%)

UnitedHealth Group Incorporated 1.5
CVS Health Corporation 1.2
AmerisourceBergen Corporation 0.8
Takeda Pharmaceutical Co. Ltd. 0.6
Check Point Software Technologies Ltd. 0.5

Bottom Five Detractors

Contribution to 
Portfolio Return (%)

Anadarko Petroleum Corporation -1.1
Carlyle Group L.P. -1.0
Occidental Petroleum Corporation -0.9
Applied Materials, Inc. -0.7
Gilead Sciences, Inc. -0.5

Source: FactSet Research Systems, Inc. *Denotes positions bought and sold within time period.

Top Ten New Positions

Visa Inc. Class A
Anadarko Petroleum Corporation
TJX Companies, Inc.
Home Depot, Inc.
General Electric Company
AbbVie, Inc.
Synchrony Financial
Gilead Sciences, Inc.
Danaher Corporation
Roche Holding Ltd Genusssch.
Allianz SE*
Bayer AG*
Las Vegas Sands Corp.*

Top Ten Closed Positions

Occidental Petroleum Corporation
Citrix Systems, Inc.
Northern Trust Corporation
Sanofi
MetLife, Inc.
CME Group Inc. Class A
Check Point Software Technologies Ltd.
Takeda Pharmaceutical Co. Ltd.
Ingersoll-Rand Plc
Seagate Technology PLC
Allianz SE*
Bayer AG*
Las Vegas Sands Corp.*



Top Ten Countries and Holdings: As of September 30, 2015
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Source: FactSet Research Systems, Inc.

North Dakota Investment Board

Top Ten Holdings

Portfolio 
Weight (%)

Visa Inc. Class A 4.1
CVS Health Corporation 3.9
Anadarko Petroleum Corporation 3.9
UnitedHealth Group Incorporated 3.8
Safran SA 3.6
TJX Companies, Inc. 3.5
Apple Inc. 3.4
CIT Group Inc. 3.4
Home Depot, Inc. 3.4
General Electric Company 3.4
Total 36.3

Top Ten Countries

Portfolio 
Weight (%)

United States 70.4
France 9.0
Switzerland 5.7
United Kingdom 5.4
Belgium 2.9
Germany 2.3
Israel 2.3
-- --
-- --
-- --
Total 98.0
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Sector Allocation and Characteristics: As of September 30, 2015

Energy

Information Technology

Materials

Consumer Discretionary 

Telecommunication Services 

Health Care

Utilities

Consumer Staples 

Industrials

Financials

Sector
Portfolio 
Weight

(%)

MSCI World (Net) 
(%)

Consumer Discretionary 19.7 13.3
Consumer Staples 6.8 10.4
Energy 3.9 6.5
Financials 15.3 20.9
Health Care 18.3 13.3
Industrials 15.7 10.6
Information Technology 18.2 13.8
Materials 0.0 4.5
Telecommunication Services 0.0 3.4
Utilities 0.0 3.3

Characteristics Portfolio MSCI World

Dividend Yield (%) 2.1 2.6
Enterprise Value to EBITDA (x) 10.5 10.4
Market Cap (Wt. Avg.) 125,302 92,218
Market Cap (Wt. Median) 81,350 48,164
Predicted Beta 1.03 --
12 Month Turnover 73% --
Number of Equity Positions 33 1,641

Sector Weights Relative to MSCI World Index
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North Dakota Investment Board

Cash represents 2.1% of the portfolio
Source: FactSet Research Systems; MSCI Inc. The data is unaudited and may change at any time. The data is shown for informational purposes only and is not indicative of future portfolio characteristics or returns.



Portfolio Positioning: As of September 30, 2015
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Source: Epoch Investment Partners, Inc.  The data shown above is of a representative account and such data may vary for each client in the strategy due to market conditions, client guidelines and diversity 
of portfolio holdings. The data is unaudited and may change at any time.  The data is supplemental to the composite presentation, is shown for informational purposes only, and is not indicative of future 
portfolio characteristics or returns.

Sector Security Domicile Portfolio Weight (%)
Consumer Discretionary 19.7% TJX Companies, Inc. United States 3.5 

Home Depot, Inc. United States 3.4 
WPP Plc United Kingdom 3.3 
Accor SA France 2.5 
Liberty Global Plc Class C United States 2.4 
Continental AG Germany 2.3 
Twenty-First Century Fox, Inc. Class B United States 2.3 

Healthcare 18.3% UnitedHealth Group Incorporated United States 3.8 
AbbVie, Inc. United States 3.3 
Gilead Sciences, Inc. United States 3.3 
Roche Holding Ltd Genusssch. Switzerland 3.2 
Novartis AG Switzerland 2.4 
Teva Pharmaceutical Industries Limited Sponsored ADR Israel 2.3 

Information Technology 18.2% Visa Inc. Class A United States 4.1 
Apple Inc. United States 3.4 
Microsoft Corporation United States 3.2 
Alphabet Inc. Cl C United States 3.0 
Applied Materials, Inc. United States 2.5 
Oracle Corporation United States 2.1 

Industrials 15.7% Safran SA France 3.6 
General Electric Company United States 3.4 
Danaher Corporation United States 3.2 
Airbus Group SE France 2.9 
Boeing Company United States 2.6 

Financials 15.3% CIT Group Inc. United States 3.4 
Synchrony Financial United States 3.3 
Citizens Financial Group, Inc. United States 2.5 
American International Group, Inc. United States 2.5 
Lloyds Banking Group plc United Kingdom 2.0 
Carlyle Group L.P. United States 1.6 

Consumer Staples 6.8% CVS Health Corporation United States 3.9
Anheuser-Busch InBev SA Belgium 2.9 

Energy 3.9% Anadarko Petroleum Corporation United States 3.9
Cash 2.1
Total 100.0 



Investment Process: Portfolio Themes

In a slowing growth environment, we have positioned the portfolio in more 
resilient developed markets and in industries underpinned by structural growth:

• Healthcare companies which have pricing power by offering differentiated and 
innovative therapies and companies delivering cost savings:
– Gilead, Novartis, Teva

• Technology companies that provide productivity-enhancing corporate solutions 
and benefit from the proliferation of smart devices ("internet of things"):
– Applied Materials, Microsoft, Oracle

• Commercial aerospace companies benefiting from a robust replacement cycle 
in developed markets and visible growth in emerging markets:
– Airbus Group, Safran

• Select financials with improved capital positions and cash flow visibility:
– AIG, CIT Group, Lloyds Banking Group

• U.S. focused consumer-oriented companies:
– Home Depot, TJX Companies, Synchrony Financial

14
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QTD YTD 1 Year 3 Year 5 Year 10 Year

Annualized 
Since 

Inception1

 EPOCH (Gross) -9.3 -5.7 -2.3 9.9 9.9 8.6 8.6 
 EPOCH (Net) -9.5 -6.1 -2.8 9.3 9.3 7.8 7.8 
 MSCI World 

Index (Net) -8.4 -6.0 -5.1 8.6 8.3 4.7 4.7 

Global Choice: Composite Results 
As of September 30, 2015

2014 2013 2012 2011 2010 2009 2008 2007 2006 20053

EPOCH Gross Return 3.2 32.5 15.4 -0.1 6.8 37.4 -35.6 17.2 30.0 6.4
EPOCH Net Return 2.6 31.8 14.9 -0.6 6.3 36.2 -36.3 16.2 28.9 6.1
MSCI World Index (Net) 4.9 26.7 15.8 -5.5 11.8 30.0 -40.7 9.0 20.1 3.1

15

-10
-8
-6
-4
-2
0
2
4
6
8

10
12

1 Inception date is September 30, 2005. Performance for the most recent quarter is preliminary and subject to change. 
2 The risk statistics are shown as supplemental information only and supplement the Composite presentation which is located within the Disclosure section of the presentation.
3 Data represents a partial year from 9/30/05-12/31/05.

Past performance is no guarantee of future results.

Risk Return Metrics - Since Inception1,2

EPOCH
MSCI World 
Index (Net)

Standard Deviation 14.9 16.2

Sharpe Ratio 0.49 0.21

EPOCH vs. Index

Information Ratio 0.67

Alpha 4.30

Beta 0.86

R2 0.88

%

Returns



Summary

• Captures Epoch’s best thinking

• Wide latitude to invest across geographies, sectors and capitalization

• Record of superior long-term relative and risk-adjusted returns
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Secular Stagnation
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Advanced economies growth and inflation
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Global Debt Is Higher Today Than In 2007

1. 2Q14 data for advanced economies and China; 4Q13 data for other developing economies
Source: McKinsey & Company, Debt and (not much) deleveraging, February 2015

Global Stock of Debt Outstanding by Type
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37 45
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2000-2007 2007-20141

8.5% 2.8%

5.7% 5.9%

5.8% 9.3%

9.4% 2.9%

Compound Annual Growth Rate

Total (trillions) $87 $142 $199

% of GDP 246% 269% 286%
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P/E

P/E Expansion
56.7%

Total 
Return
72.6%

Dividends
17.4%

P/E 
Expansion
76.3%

Total 
Return 
54.0%

EPS 
Growth
6.3%

EPS Growth
31.1%

Dividends
12.3%

S&P 500 MSCI World

Cumulative contribution to return 
2012 through 2014

Numbers may not total due to rounding
Source: Standard & Poor's; MSCI; Epoch Investment Partners; December 2014

1. Please see our White Paper dated May 29, 2014:  The Power Of Zero + The Power Of The Word 
http://www.eipny.com/epoch_insights/papers/the_power_of_zero_the_power_of_the_word

Equity Markets Have Re-rated As A Result of QE1
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Secular Stagnation Fear And Central Bank Intervention Reflected In 
Sovereign Yields 
Global 10-year bond yields

Source: FactSet, Epoch Investment Partners; October 12, 2015

Japan 0.32%

Germany 0.58%

France 0.95%

Spain 1.81%
Italy 1.68%

U.S. 2.09%

Switzerland -0.18%
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2011 Est 2012 Est 2013 Est 2014 Est 2015 Est Actual GDP

The Big Problem: A Lack Of Growth    
World real GDP growth estimates continue to be revised down

Source:  IMF World Economic Outlook; October 2015
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2% Is The New 4% For Mature Economies

24

Growth In The 
Work Force Productivity Real GDP

U.S. (23% of Global GDP) 1.6

+

0.7

=

2.3

Euro Area (24%) 0.8 0.6 1.4

Japan (6%) 0.3 0.3 0.6

Mature Economies1 1.1 0.9 2.0

China (13%) -0.2 6.7 6.5

Developing Economies2 1.2 2.7 3.9

1. Includes all 28 members of the European Union as well as Iceland, Norway and Switzerland, Australia, Canada, Hong Kong, Israel, New Zealand, Singapore, South Korea, Taiwan
2. Includes China, India, Bangladesh, Cambodia, Indonesia, Malaysia, Myanmar, Pakistan, Philippines, Sri Lanka, Thailand, Vietnam, Argentina, Barbados, Bolivia, Brazil, Chile, 
Colombia, Costa Rica, Dominican Republic, Ecuador, Guatemala, Jamaica,  Mexico, Peru, St. Lucia, Trinidad & Tobago, Uruguay, Venezuela, Algeria, Bahrain, Egypt, Iran, Iraq, 
Jordan, Kuwait, Morocco, Oman, Qatar, Saudi Arabia, Sudan, Syria, Tunisia, United Arab Emirates, Yemen, Angola, Burkina Faso, Cameroon, Cote d’Ivoire, DR Congo, Ethiopia, 
Ghana, Kenya, Madagascar, Malawi, Mali, Mozambique, Niger, Nigeria, Senegal, South Africa,  Tanzania, Uganda, Zambia, Zimbabwe 
Source: The Conference Board. 2015. The Conference Board Total Economy Database™, May 2015, http://www.conference-board.org/data/economydatabase/

GDP Components



Source: IMF World Economic Outlook, Epoch Investment Partners; October 2015

Global GDP Growth 2009-2015 (est) in USD

China's Contribution To Growth Has Been Substantial

China 46% 

Other 54% 
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China's Growth Is Weakening
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Spike In China's Economic Policy Uncertainty Index1
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China News-Based EPU

1. The measure of economic policy uncertainty for China is constructed using a scaled frequency count of articles about policy-related economic uncertainty in the South China Morning Post (SCMP), Hong Kong's leading English-language 
newspaper. The method follows Baker, Bloom and Davis' (2013) news-based indexes of economic policy uncertainty for the United States and other countries. 
Source:  “Measuring Economic Policy Uncertainty” by Scott Baker, Nicholas Bloom and Steven J. Davis at www.PolicyUncertainty.com; October 2015 

Index
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Share of Nominal GDP by Economic Sector
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Source: Bureau of Statistics of China, Factset, Federal Reserve Economic Data, Epoch Investment Partners; Annual data as of 2014
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Retail Sales Growth
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Source: FactSet, Epoch Investment Partners; September 2015

Retail Sales 

Y/Y Change

China's 'Golden Week' Sales Shows Consumer Spending Strength 
China’s restaurant, cinema and travel sales surged in the ‘Golden Week’ 
national holiday (10/1 – 10/7), an indication that robust household 
spending remains a prop for a slowing economy. ~Bloomberg 10/11/15
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Europe United StatesPacific 
RimChina

Commodity 
Trading 
Partners

China At The Epicenter Of Declining Growth Expectations

Source: Epoch Investment Partners; August 2015
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Commodity Exporters And Pacific Rim Most Exposed 

% Total Exports To China
2005:Q1 2014: Q4 % Point Change

Chile 10.6 26.7 16.1

Brazil 4.6 11.6 7.0

South Africa 2.2 8.1 5.9

Kazakhstan 10.2 14.7 4.5

Russia 4.8 7.6 2.8

Korea 20.4 26.6 6.2

Malaysia 6.5 12.5 6.0

Singapore 8.0 13.7 5.7

Thailand 7.6 11.3 3.7

Indonesia 7.4 10.0 2.6

Vietnam 10.2 11.2 1.0

Source: Cornerstone, Epoch Investment Partners; August 2015
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Still Facing Challenges
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32%

37%

42%

47%

52%

Japan Non-financialcorp.: currency and deposits

Japan wages year-over-year % change1

Source: 1. Strategas Research Partners, Annex-TBL Ratio to the Preceding year (%,Establishment with 5 or more employees); May 2015
2. Pavilion Global Markets (Cabinet Office, BOJ data via Datastream); August 31, 2015

Japanese corporate liquidity keeps climbing2

Of GDPY/Y Change
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European Data Is Exceeding Lowered Expectations
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1. The Economic Surprise Index measures whether data releases from an economy or group of economies have beaten or missed expectations in the past 90 calendar days. A positive index reading means that releases have been better than 
expected and a negative reading means that releases have been worse than expected. The index is measured in basis points of aggregated and decay-adjusted standard deviations of surprises and has no natural bounds.
Source: Eurozone Surprise Index; October 2015
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More Slack Exists Than The Unemployment Rate Implies
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Inflation Remains Benign
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2. Personal Consumption Expenditures: Chain-type Price Index, Percent Change from Year Ago, Monthly, Seasonally Adjusted 
Source: Federal Reserve Economic Data, Epoch Investment Partners; October 2015
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Real Wages Have Been Surprisingly Strong . . . 
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. . . Leading To Improving Consumer Confidence 
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Regional Housing Prices Have Recovered In Booming Areas 
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Real Time Estimates For Third Quarter Show Weak Growth
Contributions to real GDP growth1
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1. The Atlanta Fed GDPNow model also mimics the methods used by the BEA to estimate real GDP growth. The GDPNow forecast is constructed by aggregating statistical model forecasts of 13 subcomponents that comprise GDP. 

Other private forecasters use similar approaches to “nowcast” GDP growth. However, these forecasts are not updated more than once a month or quarter, are not publicly available, or do not have forecasts of the subcomponents of 
GDP that add “color” to the top-line number. The Atlanta Fed GDPNow model fills these three voids.

Source: GDPNow, Federal Reserve Bank of Atlanta
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Official Measures Of Productivity Remain Weak

Productivity (Y-o-Y growth)
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1. Nonfarm business sector: real output per hour of all persons Quarterly, Seasonally Adjusted
Source: Federal Reserve Economic Data, Epoch Investment Partners; April 2015
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Interest Rate Expectations Changed Sharply Post-Meeting
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1. Based on CME Group 30-Day Fed Fund futures prices, which have long been used to express the market’s views on the likelihood of changes in U.S. monetary policy
Source:  CME Group; October 15, 2015
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Measures Of Risk Have Spiked In Financial Markets

Source: CBOE.com; October 2015
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Stock Correlations Have Risen
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Source: FactSet, Epoch Investment Partners, Indexed to 100 in January 2005; September 2015
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October Has Been A Reversal Of The Third Quarter

October 2014 3Q 2015

Utilities 1.86 5.40

Consumer Staples 3.19 -0.20

Consumer Discretionary 3.55 -2.56

Information Technology 4.87 -3.70

S&P 500 3.95 -6.44

Financials 1.13 -6.72

Telecommunication Services 3.16 -6.85

Industrials 5.07 -6.90

Health Care 2.02 -10.67

Materials 10.14 -16.90

Energy 10.99 -17.41

Source:  Standard & Poor's, Factset, Epoch Investment Partners; October 14, 2015
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Earnings Estimates Continue to Fall
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Source: Standard & Poor's, Epoch Investment Partners; October 2015
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S&P 500 Index Sector Valuations and Earnings Revisions

3-Month Change in EPS Estimates

P/E (NTM ) 
September 2015 % Change 2016 % Change

Telecommunication Services 11.69 2.70% 2.50%

Utilities 15.46 1.20% 1.20%

Health Care 15.06 0.60% 0.00%

Consumer Discretionary 17.62 -0.10% -0.30%

Financials 11.96 -1.00% -0.80%

Industrials 14.27 0.80% -1.10%

Consumer Staples 18.48 -0.50% -1.20%

S&P 500 15.08 -0.70% -2.30%

Information Technology 14.75 -1.20% -2.40%

Materials 13.44 -2.30% -5.20%

Energy 24.16 -9.50% -25.70%

Source:  Standard & Poor's, Factset, Epoch Investment Partners; September 2015
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Where Will Free Cash Flows Go? 

49

YES

NO

Free Cash Flow  
Applications

Does return on 
investment 

exceed the cost 
of capital?

Capital Reinvestment 

• Acquisitions

• Internal Projects

Shareholder Yield 

• Cash Dividends

• Share Repurchases

• Debt Reduction
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Summary

1. Secular Stagnation: low growth, low inflation and lots of debt

2. The end of QE's effect on valuation metrics (think P/Es) in U.S. and 
U.K.; likely to continue to play a valuation role in Japan and Europe 

3. Economic contagion emanating from the slowdown of the world's third 
largest economy 

4. The date of the Fed's exit from zero rates has been pushed out

5. Volatility will be above average in financial markets

6. U.S. well positioned and in recovery

7. Companies that generate free cash flow with managements that are 
good capital allocators should win
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Biographies
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Financial Economy linked to the Real Economy

Source: Crestmont Research; Epoch Investment Partners

Financial EconomyReal Economy

Real GDP
• Growth in work force
• Productivity

Nominal GDP
• Highly correlated with 

corporate earnings

P/E Ratio

EPS

Stock Market 
Level

Interest Rates

Profit Margins

Inflation

Market Linkages
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Client Relationship Management

56

Separate team attentive to all aspects of the client experience
• Experienced Relationship Manager leads all client efforts and interactions
• Advocates client's best interests to Epoch
• Servicing team includes Client Service Representative, Client Portfolio 

Manager and Portfolio Manager

Epoch is designed for the benefit of clients
• Build interactive and constructive relationships
• Hire ahead of client needs and dedicated to delivering superior service
• Robust infrastructure attuned to client needs

Time with our clients is time well spent
• Regular investment discussions, including quarterly calls and formal reviews
• Thoughtful and responsive to clients and consultants
• Commitment to transparency and accessibility

Central Point of 
Contact

Client-First Focus

Proactive 
Communication



Sharing the Epoch Perspective
Providing timely and thoughtful perspectives on investment issues
has always been a hallmark of Epoch.

• Dedication to thought leadership and intellectual curiosity

• Relevant and current financial topics addressed in investment commentaries, 
white papers, videos and webinars

• Epoch Insights: www.eipny.com

Reporting Standards
Delivering key portfolio information on a regular basis is a commitment 
Epoch makes to each client.

• Detailed quarterly reporting containing commentary, performance analysis, 
attribution and holdings 

• Investment review meetings and quarterly publications, including the Quarterly 
Newsletter containing CIO's Investment Update 

• Annual formal relationship review; informal meetings throughout
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Epoch Executive Management Team Biographies
William W. Priest, CFA – Chief Executive Officer, Co–Chief Investment Officer and Portfolio Manager
Bill is Chief Executive Officer and Co-Chief Investment Officer of Epoch Investment Partners. He is a portfolio manager for Epoch’s global equity investment strategies and 
leads the Investment Policy Group, a forum for analyzing broader secular and cyclical trends that Epoch believes will influence investment opportunities. Prior to co-
founding Epoch in 2004 with David Pearl, Tim Taussig and Phil Clark, Bill was a Co-Managing Partner and portfolio manager at Steinberg Priest & Sloane Capital 
Management, LLC for three years. Before joining Steinberg Priest, he was a member of the Global Executive Committee of Credit Suisse Asset Management (CSAM), 
Chairman and Chief Executive Officer of Credit Suisse Asset Management Americas and CEO and portfolio manager of its predecessor firm BEA Associates, which he co-
founded in 1972. During his 30 year tenure at BEA and CSAM, he developed the firm into a well-recognized investment manager with over $100 billion under management. 
Bill is the author of several published articles and papers on investing and finance, including the books, The Financial Reality of Pension Funding Under ERISA and the 
more recent, Free Cash Flow and Shareholder Yield: New Priorities for the Global Investor which details the underpinnings of our investment approach, published by John 
Wiley & Sons. He holds the Chartered Financial Analyst designation, is a former CPA and a graduate of Duke University and the University of Pennsylvania Wharton 
Graduate School of Business. He is a member of the Council on Foreign Relations. 

David N. Pearl – Executive Vice President, Co–Chief Investment Officer and Portfolio Manager
David is Executive Vice President and Co-Chief Investment Officer of Epoch Investment Partners. He is a portfolio manager for Epoch’s U.S. investment strategies. Prior to 
co-founding Epoch in 2004 with Bill Priest, Tim Taussig and Phil Clark, David was a Managing Director and portfolio manager at Steinberg Priest & Sloane Capital 
Management, LLC where he was responsible for both institutional and private client assets. Previously, he held senior portfolio management positions at ING Furman Selz
Asset Management and Citibank Global Asset Management where he managed mutual funds and institutional accounts. Prior to Citibank, David was an officer and senior 
analyst of BEA Associates, predecessor to Credit Suisse Asset Management – Americas. David holds a BS in Mechanical Engineering from the University of Pennsylvania 
and an MBA from The Stanford University Graduate School of Business.

Timothy T. Taussig – President and Chief Operating Officer 
Tim is President and Chief Operating Officer of Epoch Investment Partners. He oversees the day-to-day activities of the Finance, Operations, Compliance and Client 
Relations and Marketing groups. Prior to co-founding Epoch in 2004 with Bill Priest, David Pearl and Phil Clark, Tim was Chief Operating Officer of Trident Investment 
Management, an investment firm managing mutual funds and hedge funds. He was responsible for the firm’s business management, operations, and marketing. Prior to 
joining Trident, he was Managing Director and member of the Global Executive Committee for Credit Suisse Asset Management and Co-Head of Marketing for Credit 
Suisse Asset Management worldwide where his management responsibilities included marketing, client services and e-commerce strategy across distribution channels. 
Before joining Credit Suisse’s predecessor firm, BEA Associates, in 1985, he was a Director of Aetna Capital Management. Tim holds a BA from Dartmouth College and 
has completed investment courses at University of Pennsylvania’s Wharton Graduate School of Business and at New York University’s Leonard N. Stern 
School of Business.

Adam Borak, CPA – Chief Financial Officer
Adam is Chief Financial Officer of Epoch Investment Partners, responsible for all financial, accounting, and fiscal management aspects of the Firm’s operations. Prior to 
joining Epoch in 2005, he was a Director of Finance at Credit Suisse Asset Management, and its predecessor firm, BEA Associates. During his seven year tenure, he was 
responsible for the corporate finance function of the firm’s New York office. Prior to that, he was the Chief Financial Officer of Lehman Brothers Canada, Inc. and also 
worked for Lehman Brothers in New York. Adam began his career with PriceWaterhouse and is a Certified Public Accountant. He holds a BS in economics from the 
Wharton School of Business of the University of Pennsylvania. 
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Epoch Investment Team Biographies
Gretchen Amidon, CFA – Managing Director, Global Portfolio Management
Gretchen is a client portfolio manager for the global and non-U.S. equity strategies. Prior to joining Epoch in 2012, Gretchen spent five years with Neuberger Berman as 
product specialist for the global equity strategy, responsible for communicating investment policy, process and results to institutional and sub-advisory channel clients, and 
consultants. Prior to Neuberger, she was an analyst covering various sectors including real estate with UBS Investment Research and Prudential Financial Equity Group. 
Gretchen holds a BA in Psychology from the University of Massachusetts and an MBA from Suffolk University. She holds the Chartered Financial Analyst designation.

Nuvan P. Athukorala – Director, Global Portfolio Management 
Van is a member of the global portfolio management team and is responsible for the design and development of investment strategies. Prior to joining Epoch in 2014, Van 
managed several direct and multi-manager portfolios. At AMP Capital Investors and IPAC Securities, he managed global, regional and domestic equity multi-manager 
portfolios. Prior to that, he formulated active asset allocation and active currency strategies, and managed an active Australian REITs portfolio at GIO Asset Management 
and CSR Superannuation Fund. He also worked at the New South Wales Treasury Corporation where he introduced an unlisted infrastructure multi-manager portfolio. He 
began his career in funds management at Suncorp Investments in 1993. He holds an MBA in Finance from Georgia State University and a BA in Economics from 
Washington State University.

Steven Bleiberg– Managing Director, Global Portfolio Management 
Steven is a member of the global portfolio management team and is responsible for the design and development of investment strategies. Prior to joining Epoch in 2014, 
Steven served as a portfolio manager at Legg Mason responsible for managing $7.5B in various asset allocation-based funds including Target Risk, Target Date and 
Dynamic Risk Management. Prior to that, he was the head of investment strategy at Citigroup Asset Management and a portfolio manager at Credit Suisse Asset 
Management. Steven holds an AB from Harvard and an MS from the Sloan School of Management at MIT with a concentration in Finance. 

William J. Booth, CFA – Managing Director, Portfolio Manager and Senior Research Analyst
Bill is the director of non-U.S. research and is a portfolio manager for our Non-U.S. Equity and Global strategies. Bill joined Epoch in 2009 from PioneerPath Capital, which 
is a long/short equity hedge fund where he was a consumer and retail analyst. Prior to PioneerPath, he was a senior analyst at Level Global where he focused on the 
consumer and industrial sectors. He also held an equity research position at Louis Dreyfus Commodities and was a credit analyst with Citigroup. Bill holds a BS in Chemical 
Engineering from Yale University and an MBA from New York University’s Leonard N. Stern School of Business. He holds the Chartered Financial Analyst designation. 

Matthew W. Chan, CFA – Director, Senior Research Analyst
Matt is a senior non-U.S. equity research analyst. Prior to joining Epoch in 2011, Matt was a global equity research analyst at Neuberger Berman, where he worked on 
Neuberger’s developed and emerging market funds. Previously Matt was a management consultant with McKinsey & Company and a semiconductor analyst with Merrill 
Lynch. Prior to Merrill Lynch, Matt was an analyst in the Technology Mergers & Acquisitions group at Robertson Stephens. Matt holds an AB in Applied Mathematics and 
Economics from Harvard University and a Masters of Engineering Management and an MBA from Northwestern University. 
He holds the Chartered Financial Analyst designation.

Eric Citerne, CFA, CPA – Managing Director, Portfolio Manager and Senior Research Analyst
Eric is a portfolio manager for Epoch’s International Small Cap and Global Small Cap strategies. Eric joined Epoch in 2008 from Evergreen Investment Management where 
he served as vice president, director and senior analyst, responsible for the investment of their international small-cap and mid-cap strategies. Eric was also a vice 
president and analyst at Harbor Capital Management in Boston where he helped manage their international large cap portfolio. Prior to Harbor, Eric spent three years as a 
senior equity analyst at the Teacher Retirement System of Texas and three years as a financial analyst at the Public Utility Commission of Texas. Eric holds a BBA from 
University of Texas in Austin as well as an MBA from Southern Methodist University in Dallas. He holds the Chartered Financial Analyst designation and is a 
Certified Public Accountant.

Matthew Herman – Vice President, Performance Measurement and Portfolio Implementation
Matt is a member of Epoch's Quantitative Research & Risk Management team responsible for performance measurement and portfolio implementation. Prior to joining 
Epoch in 2010, he worked in trade compliance at Franklin Templeton. Before that Matt worked in operations at Clay Finlay LLC where he specialized in trade processing 
and settlements. Matt holds a BS in Finance from Lehigh University.
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Epoch Investment Team Biographies
Kenneth N. Hightower, PhD, CFA – Director, Quantitative Research and Risk Management
Ken is a senior analyst on the Quantitative Research and Risk Management team. Prior to joining Epoch in 2007, he spent four years as a global equity quantitative analyst 
for Federated Global Investment Management. Before Federated, Ken worked for the SAS Institute as a Technical Associate for the econometrics and times series group. 
In addition, he taught econometrics classes at The University of North Carolina at Chapel Hill. Ken holds an AB in Mathematics and Economics and a PhD from The 
University of North Carolina at Chapel Hill. He holds the Chartered Financial Analyst designation.
`
Justin Howell, CFA – Director, Research Analyst
Justin is a U.S. equity research analyst. Prior to joining Epoch in 2012, he spent nine years at JPMorgan Chase as a research analyst. Justin has experience in the 
consumer, financial services and healthcare services sectors. Previously he worked in the research department at FTN Midwest Research. Justin earned a BA in Business 
Administration from the University of Michigan and holds the Chartered Financial Analyst designation.

Michael Jin, CFA – Director, Research Analyst 
Michael is a global equity research analyst. His primary focus is on Epoch’s Global, Non-U.S. and U.S. Equity Shareholder Yield strategies. Prior to joining Epoch in 2010, 
Michael was a Research Analyst at AllianceBernstein. Prior to Bernstein, Michael worked as a corporate finance consultant at McKinsey and a process engineer at Praxair. 
He received his MBA from the University of Chicago, an MS from SUNY Buffalo and Notre Dame and completed his undergraduate study at the University of Science and 
Technology of China. Michael holds the Chartered Financial Analyst designation.

Josepha Kaufman – Managing Director, Senior Research Analyst 
Josepha is a global equity senior research analyst. Prior to joining Epoch in 2010, Josepha was a senior analyst for six years for Michael Price at MFP Investors LLC. She 
worked as a global analyst covering primarily consumer, retail, industrials, special situations and conglomerates. Prior to MFP, she was an Associate for five years at 
Tanner & Co., Inc, a mergers and acquisitions boutique. Before Tanner, she was an investment banking analyst at Credit Lyonnais. Josepha received her BA from the 
University of Pennsylvania and MBA from Columbia University, Graduate School of Business.

Gary Low, CFA – Director, Research Analyst
Gary is a non-U.S. equity research analyst. Prior to joining Epoch in 2012, Gary worked as a global equities energy research analyst with Vontobel in Zurich and before that 
as a research analyst with BlackRock covering energy, pipelines, utilities, chemicals and metals and mining. Previously he held analyst roles with Credit Suisse and
Delaware Investments. Gary holds an MA from Cambridge, England in Natural Sciences and Management Studies and an MBA from the University of Pennsylvania 
Wharton Graduate School of Business. He holds the Chartered Financial Analyst designation.

John A. Miller – Director, Global and U.S. Portfolio Management
John is a client portfolio manager for Epoch’s global and U.S. equity strategies for the Canadian market. Prior to joining Epoch in 2013, John spent five years as a regional 
vice president with TD Wealth Private Investment Counsel where he lead a team of nineteen portfolio managers servicing high net worth individuals, families, trusts and 
estates with over $3.6 billion in assets under management. Prior to joining TD in 2008, John worked for AIC Limited (now owned by Manulife) as a senior vice president and 
portfolio manager. During his 11 + years at AIC Limited, John was also the director of sales, a senior investment analyst and co-portfolio manager for their 
American balanced and the U.S. equity funds. From 1990 – 1996, John worked for Roynat Capital as an investment analyst. He has a Bachelor of Commerce from The 
Sprott School of Business at Carleton University and has been involved in the investment industry since 1988. John is registered as a portfolio manager in all provinces and 
territories in Canada. 

John Morgan – Managing Director, Portfolio Manager and Senior Research Analyst
John is a portfolio manager for our International Small Cap strategy. Prior to joining Epoch in 2012, John spent 16 years at Putnam Investments where he was a senior vice 
president and co-manager of the Global Natural Resources Fund, which invested in energy, materials and industrials companies. He was also the senior chemicals and 
basic materials analyst for Putnam’s international and global funds. Before joining the international team in 2006, John was the North American energy and basic materials 
analyst for Putnam’s domestic funds. He holds a BA from Denison University and an MBA from The Johnson School at Cornell University.

60



Epoch Investment Team Biographies
Alex Orozco, CFA – Vice President, Research Analyst
Alex is a global equity research analyst. His primary focus is on Epoch’s Global, Non-U.S. and U.S. Equity Shareholder Yield strategies. Prior to joining Epoch in 2014, Alex 
was a research analyst at Tocqueville Asset Management where he followed a variety of sectors, including information technology and industrials. He received his BBA 
from the University of Wisconsin-Milwaukee and his MBA from New York University’s Leonard N. Stern School of Business. Alex holds the Chartered Financial Analyst 
designation.

Glen Petraglia, CFA – Director, Research Analyst
Glen is a non-U.S. equity research analyst. Prior to joining Epoch in 2014, Glen was a generalist portfolio manager and an analyst at Standard Life Investments in Boston, 
where he focused on consumer staples, restaurants and regional banks. Before Standard Life, he held positions at Citigroup and Nabisco. Glen received his BS from 
Providence College, an MBA from New York University's Leonard N. Stern School of Business and holds the Chartered Financial Analyst designation.

Nikolay Petrakov, CFA – Director, Research Analyst
Nik is a non-U.S. equity research analyst. Prior to joining Epoch in 2014, Nik was an international equity analyst at Lord, Abbett & Co. for eight years, where he focused on 
banks, insurers, asset managers, and specialty finance companies. Before Lord, Abbett & Co., he was an investment analyst at AON Hewitt Financial Services. Nik
received his BA from Hope College, an MBA from the University of Chicago and holds the Chartered Financial Analyst designation.

Dave Pratter, CFA – Vice President, Performance Analyst 
Dave is a member of Epoch's Quantitative Research & Risk Management team responsible for performance measurement and portfolio implementation. Prior to joining 
Epoch in 2014, Dave spent nine years at FactSet Research Systems, where he was most recently a vice president and portfolio analytics specialist. He was responsible for 
helping clients with portfolio measurement, return decomposition and performance attribution. Dave holds a BS in Finance from Pennsylvania State University and holds the 
Chartered Financial Analyst designation.

Lilian Quah, CFA – Director, Portfolio Manager, Quantitative Research and Risk Management
Lilian is a portfolio manager and senior analyst on the Quantitative Research and Risk Management team. Prior to joining Epoch in 2013, she spent five years at 
AllianceBernstein, where she was a senior quantitative analyst in the Value Equities Group. Before Bernstein, Lilian was a senior consultant in the finance practice at the 
ERS Group, an economics consulting firm. Lilian has a BA in Economics from Wellesley College and a Masters in Economics from Stanford University. She holds the 
Chartered Financial Analyst designation.

John P. Reddan, CFA – Managing Director, Senior Research Analyst
John is a senior equity research analyst. Prior to joining Epoch in 2004, he was a senior equity analyst at Columbia Management Group responsible for research 
recommendations in the media/entertainment and online industries. Before Columbia Management, he was a senior investment analyst at Mark Partners for six years 
where he performed fundamental research on long and short investment ideas. Prior to joining Mark Partners, John held a similar position at Moran Asset Management 
where he provided both buy-side and sell-side research to investment policy committees, institutional brokerage clients, and the company’s institutional sales force. He is a 
graduate of Siena College, and holds an MBA from Columbia University, Graduate School of Business. John holds the Chartered Financial Analyst designation.

Jason S. Root, CIPM – Managing Director, Head of Performance Measurement and Portfolio Implementation
Jason is a member of Epoch's Quantitative Research & Risk Management team and leads the performance measurement and portfolio implementation group where he is 
responsible for transaction cost analysis, analyst attribution and administration of our soft dollar program. Prior to joining Epoch in 2006, he was at Allianz Global Investors 
of America L.P., where he was responsible for performance measurement, attribution, and maintenance of firm-wide GIPS® compliance. Jason's prior experience also 
includes senior performance analytics responsibilities at Citigroup Asset Management and Sanford C. Bernstein & Co. Jason holds a BA in Accounting from the University 
of Wisconsin – Madison. He is a CIPM certificate holder.

61



Epoch Investment Team Biographies
Stephen Rose – Vice President, Research Analyst
Stephen is a research analyst for our U.S. equity team. Prior to joining Epoch in 2013, Stephen was an analyst for FIC Capital, where he focused on the consumer staples, 
consumer discretionary and financials sectors. Before FIC Capital, Stephen worked in strategic planning at the Rose Group, where he analyzed investment opportunities 
including restaurant and real estate transactions as well as prepared various financial analyses of business activities. Prior to that, Stephen worked in real estate finance at 
ING Investment Management and held research roles at Prudential Equity Group and Bloomberg. Steve holds a BS in Business Administration from Bucknell University and 
an MBA from New York University’s Leonard N. Stern School of Business.

Barney H. Rosen, MD – Managing Director,  Senior Research Analyst
Barney is a senior equity research analyst. Prior to joining Epoch in 2015, he held a research analyst role for two years at Axiom International Investors. Previous to that 
position, he was a healthcare sector portfolio manager at GE Asset Management for six years. Barney's additional industry experience includes analytical roles at 
Ridgemark Capital Management and European Investors. Before joining the industry in 1997, he served as a Medical Officer in the United States Navy. Barney holds a BA 
from Franklin & Marshall College, an MD from New York Medical College and an MBA from Campbell University.

Eric Sappenfield – Managing Director, Portfolio Manager and Senior Research Analyst
Eric is a portfolio manager for Epoch’s Global, Non-U.S. and U.S. Equity Shareholder Yield strategies. Prior to joining Epoch in 2006, he was a research analyst at Spear 
Leeds & Kellogg where he was responsible for credit/risk assessment. Previously, he was a senior analyst at Steinberg Priest & Sloane Capital Management, LLC focusing 
on high yield bonds and equities of leveraged companies. Eric’s additional experience includes senior analytical roles at The Carlyle Group, Travelers, and Bankers 
Trust. Eric holds a BA degree from Stanford University and an MBA from UCLA Anderson School of Management. 

David J. Siino, CFA, CAIA – Managing Director, Senior Research Analyst
David is a senior equity research analyst. Prior to joining Epoch in 2007, he was a research analyst with Gabelli & Company where he was responsible for covering the 
financial services sector, overseeing the automotive sector research team and making buy/sell recommendations for the Gabelli mutual funds. Before joining Gabelli & 
Company, David was an assistant research director for Barron's Business and Financial Weekly. David holds a BA from Hofstra University and an MBA from Baruch 
College. He holds the Chartered Financial Analyst and Chartered Alternative Investment Analyst designations.

Timothy Sledge, CFA – Director, Research Analyst
Tim is a non-U.S. equity research analyst. Prior to joining Epoch in 2011, Tim was a principal and sector research team leader at Bessemer Trust Company, where he 
worked on Bessemer’s global financials team. Previously, Tim was a junior analyst with Sanford C. Bernstein, covering the insurance sector. Prior to Sanford C. Bernstein, 
he was a manager of institutional research at Davis Advisors. Tim holds a BA in Economics and English from the University of Pennsylvania. He holds the Chartered 
Financial Analyst designation. 

Jeffrey A. Smith – Managing  Director, Senior Research Analyst
Jeff is a senior U.S. equity research analyst. Prior to joining Epoch in 2008, Jeff was  a vice president and global equity research analyst for seven years at 
AllianceBernstein. At Bernstein, Jeff was primarily responsible for research coverage of cyclicals in the U.S. and emerging markets. He made buy/sell recommendations for 
both long and short positions. Jeff holds a BSE from Princeton University and an MBA from the University of Chicago Graduate School of Business.

Mark H. Strauss – Managing Director, Head of Trading
Mark leads the trading effort at Epoch Investment Partners and is primarily responsible for trading U.S. securities. Prior to joining Epoch in 2004, Mark spent 18 years as 
Head Trader at Steinberg, Priest and Sloane Capital Management, LLC where he oversaw all trading functions and participated as a member of the investment committee. 
His duties included trading both U.S. and non-U.S. securities. Mark holds a BA from Oneonta State University of New York and completed graduate work at Pace 
University in New York. 

John M. Tobin, PhD, CFA – Managing Director, Portfolio Manager and Senior Research Analyst
John is a portfolio manager for our Global, Non-U.S. and U.S. Equity Shareholder Yield strategies. Prior to joining Epoch in 2012, John taught undergraduate economics as 
a lecturer at Fordham University. Before that he spent four years at HSBC Global Asset Management as a senior research analyst and almost twenty years at Credit Suisse 
Asset Management where he was a senior research analyst for the U.S. High Yield Bond team. Previously he worked at Bankers Trust Company where he began his 
career. John received AB, AM and PhD degrees in Economics from Fordham University and holds the Chartered Financial Analyst designation.

62



Rick Vandale, CFA – Managing Director, Global and U.S. Portfolio Management
Rick is a client portfolio manager for Epoch's Global and U.S. equity strategies. Prior to joining Epoch in 2013, Rick was a portfolio manager at TD Asset Management 
where he was responsible for managing U.S. equity portfolios.  Prior to TD, he was the Chief Investment Officer of Banknorth Investment Management Group, where he 
was responsible for both institutional and private client assets.  Previously, he held portfolio and relationship management positions at Wellington Management Co., and 
Standish, Ayer & Wood.  He is a finance graduate of the Isenberg School at the University of Massachusetts, Amherst, and holds an MBA from Northeastern University.  
Rick holds the Chartered Financial Analyst designation.

Jérôme Van Der Ghinst, CFA – Vice President, Research Analyst
Jérôme is a non-U.S. equity research analyst. Prior to joining Epoch in 2014, Jérôme was an analyst at AllianceBernstein, where he focused on emerging and frontier 
markets. Before AllianceBernstein, he held research positions at Hutchinson Capital Management, The Capital Group and Citigroup. Jérôme received his BA in Political 
Science and International Studies from the University of Chicago and holds the Chartered Financial Analyst designation.

Douglas Van Gorp – Director, Trader
Doug leads the non-U.S. trading effort for Epoch Investment Partners. Prior to joining Epoch in 2011, he was a senior trader and analyst with the State of Wisconsin 
Investment Board. Doug’s prior experience includes being head trader at Deephaven Capital Management where he was responsible for a fundamental global long/short 
strategy. Doug holds a BA in Finance from the Carlson School of Management at the University of Minnesota.

Kera Van Valen, CFA – Managing Director, Portfolio Manager and Senior Research Analyst
Kera is a portfolio manager for our Global, Non-U.S. and U.S. Equity Shareholder Yield strategies. Prior to joining the Global Equity team Kera was an analyst within 
Epoch’s Quantitative Research and Risk Management team. Before joining Epoch in 2005, she was a portfolio manager of Structured Equities and Quantitative Research at 
Columbia Management Group where she was responsible for the day-to-day management of two index funds. She also worked at Credit Suisse Asset Management. Kera 
received her BA in Mathematics at Colgate University and her MBA at Columbia University, Graduate School of Business. 
She holds the Chartered Financial Analyst designation. 

Richard Watt – Managing Director, Global Portfolio Management
Richard leads our client portfolio manager and product management group. Prior to joining Epoch in 2007, Richard spent four years as Executive Vice President of U.K.-
based Schroders Investment Management where his responsibilities included consultant relations, client service and sales for domestic and international equity, fixed 
income and alternative products. Prior to Schroders, he worked at Credit Suisse Asset Management as Head of Emerging Markets and President of CSAM’s closed-end 
investment funds responsible for managing a variety of investment products for clients located globally. Richard has held positions as a portfolio manager with Gartmore
and Kleinwort Benson in London. He began his career in Edinburgh, Scotland in 1982. He holds an MA Joint Honors Degree in History and Politics from the 
University of Edinburgh.

Michael A. Welhoelter, CFA – Managing Director, Portfolio Manager and Head of Quantitative Research and Risk Management 
Mike is Epoch’s Chief Risk Officer and heads Epoch’s Quantitative Research and Risk Management team. He is responsible for integrating risk management into the 
investment process. Prior to joining Epoch in 2005, he was a director and portfolio manager in the Quantitative Strategies Group at Columbia Management Group, Inc. In 
this role, he managed over $5 billion in mutual funds and separately managed portfolios. Prior to joining Columbia Management Group, he was at Credit Suisse Asset 
Management Group (“CSAM”), where he was a portfolio manager in the Structured Equity group, overseeing long/short market neutral and large cap core products. Before 
joining CSAM, he was a portfolio manager and quantitative research analyst at Chancellor/LGT Asset Management. Mike holds a BA degree in Computer and Information 
Science from Colgate University. He is a member of the New York Society of Security Analysts, the Society of Quantitative Analysts and holds the Chartered Financial 
Analyst designation.

Chris H. Wolters, CFA – Managing Director, Senior Research Analyst
Chris is a senior equity research analyst. Prior to joining Epoch in 2006, he was a senior analyst/portfolio manager for two years with Cobble Creek Management, a 
long/short hedge fund. Previous to that position, he was a senior equity analyst at First Manhattan focusing on special situations. Chris gained additional analytical 
experience with positions at Oscar Gruss and Son and Standard & Poor’s. He received a BME in Mechanical Engineering from the University of Delaware and an MBA from 
New York University’s Leonard N. Stern School of Business. He holds the Chartered Financial Analyst designation.
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Carmen Abramian – Director, Client Service
Carmen is a member of the client service team, with primary responsibility for relationship management of institutional and high net-worth clients. Prior to joining Epoch in 
2010, Carmen worked at Capital Guardian where she coordinated all aspects of client service and was a key contact for institutional organizations including major 
corporations, endowments, foundations and Taft-Hartley clients. Carmen holds a BA from UC Berkeley.

Lauren Babij – Vice President, Client Service
Lauren is a member of the client service team, with primary responsibility for day-to-day service of institutional clients. Prior to joining Epoch in 2011, Lauren worked at 
Broadridge Financial Solutions where she was an account manager and AG Asset Management and Cohen & Steers Capital Management where she served in the 
institutional client service role. Lauren holds a BS in Finance from University of Delaware.

William E. Connolly, CFA – Managing Director, Client Relations
Bill leads the overall business development effort for Epoch Investment Partners. Prior to joining Epoch in 2011, Bill spent 12 years at Pzena Investment Management most 
recently as North American Director of Business Development & Client Services. He started his career at SEI Investments in the Insurance Consulting Group then later as a 
Marketing Director in the Institutional Asset Management Group where he was responsible for new business development and client service. Bill earned his BA in 
Economics from the University of Virginia and holds the Chartered Financial Analyst designation.

Andrea Tasker Glogoff – Managing Director, Client Relations 
Andi is a member of the client relations group at Epoch with primary responsibility for relationship management of sub-advisory clients. Before taking on this responsibility, 
Andi was a member of our U.S. Equity team and before that headed our consultant relations effort. Prior to joining Epoch in 2006, she spent four years as a Senior Product 
Manager at Goldman Sachs Asset Management, where she was responsible for articulating portfolio construction and strategy for the firm’s growth, value and quantitative 
equity teams. Before Goldman Sachs, Andi spent eight years at Sanford C. Bernstein & Co., now part of AllianceBernstein, where she held positions in the institutional and 
private client marketing groups as well as on the global fixed income portfolio management team. She holds a BA in International Relations from Colgate University.

Greg Graziano – Director, Consultant Relations
Greg is a member of the consultant relations group at Epoch Investment Partners. Prior to joining Epoch in 2014, he spent six years at Rainier Investment Management, as 
a principal and director of client service and consultant relations, where he was responsible for financial consultants and institutional clients. Prior to joining Rainier in 2008, 
Greg worked in U.S. Trust’s Institutional Group, focused on the defined contribution investment only marketplace. Before U.S. Trust, Greg was with Deutsche Asset 
Management/Scudder Investments as a vice president and key account manager working closely with DCIO/401k alliances, insurance trust relationships and sub-advisory 
clients. Greg earned a BA in Political Science from Rutgers University.

William J. Makris – Managing Director, Institutional Client Relations
Bill is responsible for leading Epoch’s institutional business development efforts in the western region of the U.S. Prior to joining Epoch in 2012, Bill spent 19 years with 
Franklin Templeton Investments where he was responsible for institutional business development for the firm’s various investment management capabilities. He brings 
many years of experience working with corporate retirement plans, public funds, foundations, endowments, and other institutional investors. Bill holds a BS from San 
Francisco State University and an MBA from the University of San Francisco.
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Robert V. Martin IV – Director, Institutional Client Relations
Rob is responsible for Epoch’s institutional business development efforts. Prior to this role, Rob was a member of our consultant relations team responsible to servicing and 
developing Epoch’s consultant relationships. Prior to joining Epoch in 2004, he spent four years as an Associate at Sanford C. Bernstein & Co., now part of 
AllianceBernstein, where he held positions with the Private Client Services group and the New Business Development group. Previously, Rob supported the Healthcare 
Research team at Goldman Sachs. Rob holds a BA in Finance from the University of Georgia.

Sarah J. Mason – Vice President, Sub-Advisory Relations
Sarah is a member of the client relations group at Epoch Investment Partners, with responsibility for servicing and developing sub-advisory, institutional and consultant 
relations efforts. Prior to joining Epoch in 2011, Sarah worked at PineBridge Investments as a relationship manager in their client relations group and was the key client 
contact for institutional organizations including major corporations, endowments, foundations and high-net-worth clients. Sarah holds a BA from Amherst College and a 
Master of Arts in Teaching from Manhattanville College. 

Maura McNulty – Director, Client Service
Maura is a member of the client service team with primary responsibility for relationship management of Epoch’s institutional clients. Prior to joining Epoch in 2013, Maura 
worked at Cramer Rosenthal McGlynn, LLC, where she managed institutional client and consultant relationships and led in-house marketing efforts. Previously, she was an 
institutional equity sales associate at A.G. Edwards & Sons, Inc. Maura holds a BA in Mathematical Economics from Colgate University. 

Nancy Jacobson Paley – Managing Director, Chief of Staff, Business Development
Nancy is a Managing Director and the Chief of Staff, Business Development, responsible for growth and strategic initiatives. Prior to joining Epoch in 2014, Nancy was a 
managing director and the chief administrative officer of Octavian Advisors, LP, a global hedge fund. She previously worked at Lehman Brothers, as a corporate strategist 
and in alternative investment management businesses. She was also a consultant at McKinsey & Co., in the Financial Institutions Group. Nancy holds a BA in Economics 
from Yale University, a JD from Yale Law School and is a member of the New York State Bar.

Thomas Pernice – Managing Director, Client Service
Tom leads the client service effort, bringing extensive client relationship experience to the role. Prior to joining Epoch in 2006, Tom led the client service effort at Forstmann-
Leff. Before that, Tom spent 23 years at JP Morgan Fleming Asset Management where he directed the firm’s institutional client service group and managed a number of 
major relationships for the firm. Tom holds a BA from Stony Brook University and completed investment courses at New York University’s Leonard N. Stern School of 
Business. 

Graig Russo – Vice President, Client Service
Graig is a member of the client service team, at Epoch, with primary responsibility for day-to-day service of institutional clients. Prior to joining Epoch in 2013, Graig worked 
at Neuberger Berman where he was a key investor relations contact for high-net-worth and institutional investors in their fund of hedge funds business. Previously, he 
worked at Lehman Brothers in the alternative investment management division. Graig holds a BS in Accounting from the Peter J. Tobin College of Business at St. John's 
University and earned the Claritas® Investment Certificate by the CFA Institute.

Christine Sasse, CFA – Director, Consultant Relations
Christine is a member of the consultant relations group at Epoch Investment Partners. Prior to joining Epoch in 2014, she spent nine years as Director of Consultant 
Relations and Institutional Sales at Philadelphia International Advisors (PIA), a non-U.S. and emerging market asset management firm where she was also a partner. Prior 
to PIA, Christine worked at CRA Rogers Casey. During her tenure, she worked as a consultant directly responsible for client programs then later was a member of the U.S. 
Equity Manager Research team. She earned a BS in accounting from the University of Maryland, College Park and holds the Chartered Financial Analyst designation.
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Leeor Sillman – Director, Client Relations and Marketing 
Leeor is a member of the marketing group at Epoch. He has broad background in global institutional, sub-advisory and retail marketing and communications across a 
variety of asset classes. Prior to joining Epoch in 2014, Leeor spent nine years with PineBridge Investments where, after heading sub-advisory marketing, he went on to 
lead the marketing effort for the Americas and Europe. He previously held marketing roles in the insurance industry. Leeor holds a BS in Marketing and Management from 
the University at Albany and an MBA from the Peter J. Tobin College of Business at St. John's University.

Patricia Tiralongo, CFA – Director, Client Relations 
Patricia is a member of the client relations group at Epoch. Prior to joining Epoch in 2014, Patricia spent 16 years at TD Asset Management (TDAM), most recently as a 
member of the institutional relationship management team, where she was responsible for client service, marketing and business development for Canadian institutional 
clients. Previously she was a portfolio manager on the quantitative investment team, focusing on transition and equity index portfolio management and before that was a 
research associate and trader for an internal hedge fund portfolio within TDAM. Patricia earned an Honours BA Specialist in Management from the University of Toronto 
and holds the Chartered Financial Analyst designation. 

Andrew G. Tuite – Director, Institutional Client Relations 
Andrew is responsible for Epoch’s institutional business development efforts. Andrew has extensive experience in institutional marketing covering the plan sponsor 
community. Prior to joining Epoch in 2010, he held a similar position at BNY Convergex, a transition management and brokerage services firm partially owned by Bank of 
New York Mellon. Prior to Convergex, he was employed at Lynch Jones & Ryan, Phoenix Wealth Management and Magna Securities. Andrew holds a BA from Manhattan 
College and an MBA in finance from the University of Notre Dame.

Jeffrey M. Ulness – Managing Director, Sub-Advisory Relations
Jeff leads the sub-advisory business relationship effort at Epoch Investment Partners. Prior to joining Epoch in 2004, he held a similar position at Forstmann-Leff. Earlier, he 
was at Deutsche Asset Management where he was co-head of the Financial Institutions Group and the director of sales for third-party insurance. Prior to Deutsche, Jeff 
spent eight years at American Skandia Life. His responsibilities included Counsel to Securities and Markets and later he became a member of Skandia’s Global Investment 
Committee, Head of Global Fund Manager Relations and Head of Asset Management Product Development. For three years prior to joining Skandia, Jeff was Counsel at 
Manulife Financial of Canada. He has also served with the SEC’s Division of Investment Management. He holds a JD and BA from University of North Dakota and an LL.M 
Securities Regulations from Georgetown University Law Center. Jeff also served 13-plus years in the Army National Guard, the majority in a leadership capacity as an 
officer in the Medical Service Corps and Engineer Corps.

John Wachter – Managing Director, Marketing
John leads the marketing group for Epoch Investment Partners. He has a background in global institutional marketing and client communications. Prior to joining Epoch in 
2011, John spent 13 years at Capital Guardian/Capital International where he was a vice president and senior manager, heading a global institutional communications team 
and the Marketing Strategy Group for North America. He previously held marketing communication roles with JP Morgan, Dreyfus and Van Eck. John holds a BS in 
business administration and psychology from SUNY Oswego.

Jennifer Walker – Director, Sub-Advisory Relations
Jennifer is a member of the client relations group at Epoch, with responsibility for servicing and developing sub-advisory relationships. Prior to joining Epoch in 2013, 
Jennifer worked as a third-party marketing professional focused on both long-only funds and hedge funds. Jennifer began her financial career at T. Rowe Price in an 
institutional client service role. She later spent 10 years at Lehman Brothers and Morgan Stanley working with private wealth and institutional clients. Jennifer holds a BA 
from Georgetown University and an MBA from New York University, Leonard N. Stern School of Business.
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David Barnett – Managing  Director, Managing Attorney and Chief Compliance Officer
David is Managing Director, Managing Attorney and Chief Compliance Officer for Epoch Investment Partners. Prior to joining Epoch in 2010, David was the general counsel 
and chief compliance officer at two hedge funds, Valhalla Capital and JL Advisors. Previously, he served as Chief Compliance Officer for alternative asset management 
firms, J.H Whitney, LLC and SAC Capital Advisors, LLC. His additional experience includes working in the legal and compliance departments at JP Morgan and Salomon 
Smith Barney as well as working for the SEC in the Enforcement Division. David holds a BA from the University of Michigan and a JD from Brooklyn Law School. 

Mark McGowan – Managing Director, Chief Technology Officer
Mark is the Chief Technology Officer of Epoch Investment Partners. Before joining Epoch in 2007, Mark was the CTO of NOBOK, Inc, a startup sports media company.  
Prior to joining NOBOK, Mark held several senior roles at Time Warner Cable. During his tenure with TimeWarner, he took a six-month sabbatical and worked for the 
Department of Justice (“DOJ”) on their Personal Key Infrastructure implementation across all DOJ components. His other prior experience includes being a co-founder of a 
technology services startup, iO2 Group and working for Integic, a division of Northrop Grumman.  Mark is a graduate of the University of Vermont, has an MBA from The 
George Washington University and an MS in the Management of Information Technology from the University of Virginia. Mark also has a Masters Certificate in Project 
Management from The George Washington University. 

Robert Scalzo –Director of Operations
Rob is the Director of Operations for Epoch Investment Partners. He oversees the day-to-day activities of the Operations Team such as settling trades, performing portfolio 
accounting and processing corporate actions. Prior to joining Epoch in 2014, Rob was most recently the Head of Trade Support at Jennison Associates, a wholly owned 
subsidiary of Prudential Financial with $178B in AUM. There he managed a team responsible for supporting the equity, fixed income and quant trading desks. Prior to 
Jennison, Rob was a senior member of the Derivative Operations team at Moore Capital Management. Rob holds a BA in Psychology and an MBA from Wagner College.

David Shagawat, CRCMP – Director, Compliance Manager
David is the Director and Compliance Manager for Epoch Investment Partners. Before joining Epoch in 2013, David spent approximately seven years in various compliance 
roles at AXA Equitable Funds Management Group, most recently as Deputy Chief Compliance Officer. Prior to AXA, David worked in the compliance departments at 
Citigroup Asset Management and Alliance Capital Management. He holds a BS in Business Administration with a double concentration in Accounting and Finance from 
Montclair State University and is a Certified Risk and Compliance Management Professional.
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Global Choice Composite Annual Performance Disclosures 
Total Firm Composite Assets Annual Performance Results 

Year End Assets (Millions) USD (Millions) Number of 
Accounts Composite Gross Composite Net ** MSCI World (Net) Internal Dispersion Composite 3-Yr St 

Dev
MSCI World (Net) 3-

Yr St Dev

2014 43,617 4,802 23 3.17% 2.61% 4.94% 0.4% 10.04% 10.23%

2013 38,439 3,987 23 32.52% 31.83% 26.68% 0.6% 12.10% 13.54%

2012 24,534 3,095 22 15.42% 14.86% 15.83% 0.8% 15.42% 16.74%

2011 19,217 1,918 18 (0.14)% (0.61)% (5.54)% 0.4% 16.43% 20.15%

2010 14,326 1,337 14 6.82% 6.27% 11.76% 0.7% 20.42% 23.72%

2009 11,354 943 11 37.40% 36.17% 29.99% 0.8% 18.47% 21.40%

2008 5,348 108 Five or fewer (35.61)% (36.30)% (40.71)% N.A 17.52% 17.02%

2007 6,682 67 Five or fewer 17.19% 16.20% 9.04% N.A N.P N.P

2006 4,408 19 Five or fewer 29.95% 28.86% 20.07% N.A N.P N.P

2005* 2,235 23 Five or fewer 6.35% 6.13% 3.06% N.A N.P N.P

N.A. - Information is not statistically meaningful due to an insufficient number of portfolios in the composite for the entire year. *Results shown for the year 2005 represent partial period performance from 
October 1, 2005 through December 31, 2005. **Net performance reflects the gross-of-fees return reduced by the investment management fee incurred.  Effective 1/2008, net performance is calculated by 
deducting the actual investment management fee incurred by each portfolio in the composite.  Prior to 1/2008, net-of-fee returns reflect the deduction of the highest annual management fee, calculated on a 
monthly basis. N.P. – Information is not presented because 36 monthly returns are not available.

1. Global Choice Composite contains fully discretionary concentrated portfolios of global equity securities managed by Epoch for longer term capital appreciation. Epoch
employs a research process focused on free-cash-flow generation as opposed to traditional accounting based metrics such as P/E or P/B. The portfolio consists of
approximately 25-35 securities which are selected on the expectation they will generate excess free cash flow and whose management will allocate it prudently among
internal reinvestment opportunities, acquisitions, dividends, share repurchases and/or debt pay downs. The minimum account size for this composite is $500 thousand.

2. For comparison purposes the composite is measured against the MSCI World (Net) Index [Net total return indices reinvest dividends after the deduction of withholding
taxes, using (for international indices) a tax rate applicable to non-resident institutional investors who do not benefit from double taxation treaties]. Effective 1/2009, the
benchmark was changed from the MSCI World (Gross) Index to the MSCI World (Net) Index because it is more representative of the firm’s accounting methodology with
regards to foreign withholding tax treatment. This change has been applied retroactively.

3. Epoch Investment Partners, Inc. claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in
compliance with the GIPS standards. Epoch Investment Partners, Inc. has been independently verified for the periods June 21, 2004 through June 30, 2015. Verification
assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS standards on a firm-wide basis and (2) the firm’s policies and
procedures are designed to calculate and present performance in compliance with the GIPS standards. The Global Choice composite has been examined for the periods
October 1, 2005 through June 30, 2015. The verification and performance examination reports are available upon request.
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Global Choice

Past performance is not indicative of future results. Actual investment advisory fees 
incurred by clients may vary.  Minimum account sizes, fees and fee structure, and 
other conditions may be waived or modified in the future, and have been waived or 
modified in the past, at the discretion of Epoch.

Global Choice (Separate account minimum $50 million)

ASSETS UNDER MANAGEMENT FEE

First $50 million 0.85%

Next $50 million 0.75%

Over $100 million Negotiable

4. Epoch Investment Partners, Inc. is a wholly owned subsidiary of The Toronto Dominion Bank. Epoch Investment Partners, Inc. (“Epoch”) became a registered 
investment adviser under the Investment Advisers Act of 1940 in June 2004. Policies for valuing portfolios, calculating performance, and preparing compliant 
presentations are available upon request. 

5. Results are based on fully discretionary accounts under management, including those accounts no longer with the firm. 

6. Valuations are computed and performance is reported in U.S. dollars.  Returns are presented gross and net of management fees and include the reinvestment of all 
income. Gross-of-fees returns are presented before management fees but after all trading expenses. Net performance reflects the gross-of-fees return reduced by the 
investment management fee incurred.  Effective 1/2008, net performance is calculated by deducting the actual investment management fee incurred by each portfolio in 
the composite.  Prior to 1/2008, net-of-fee returns reflect the deduction of the highest annual management fee, calculated on a monthly basis. Returns include the effect 
of foreign currency exchange rates. Composite and benchmark (international indices) returns are presented net of non-reclaimable withholding taxes.

7. Internal dispersion is calculated using an asset-weighted standard deviation of annual gross returns of those accounts that were included in the composite for the entire 
year.  Internal dispersion figures that are not meaningful due to the limited number of accounts in the composite are annotated by N/A. The three-year annualized 
standard deviation measures the variability of the composite and the benchmark returns over the preceding 36-month period. 

8. The Global Choice Composite was created in October 2005. A complete list of composite descriptions is available upon request. 

9. The investment management fee schedule is as follows:



  AGENDA ITEM III.C. 
 
 

BOARD ACTION REQUESTED 
 
 
TO:    State Investment Board    
 

FROM:   Dave Hunter, Executive Director/CIO     
 

DATE:   November 13, 2015 
 

SUBJECT:  GM Bankruptcy Update  
 

 

Background:   
 

At the July 24, 2015, meeting Ms. Murtha reviewed a lawsuit, which was filed by unsecured 
creditors against the holders of a General Motors (GM) term loan that was repaid after GM filed 
for bankruptcy in 2009. The SIB’s Pension Trust was a holder of the GM term loan via a Wells 
Capital Management (WCM) investment. The lawsuit claims that the holders of the GM term 
loan should not have been fully repaid and are seeking repayment of certain amounts paid to 
such holders. The SIB’s repayment portion was $700,000.  
 
At the SIB meeting on October 23, 2015, Ms. Murtha reviewed several firms, which the board 
could consider for external counsel. After discussion, the SIB granted authority to the Office of 
the Attorney General to oversee the GM bankruptcy case on behalf of the SIB.  The SIB also 
instructed the Office of the Attorney General to retain external counsel who would best 
represent the financial interests of the SIB while minimizing any losses on behalf of the SIB. 
 
 
Update: 
 

Ms. Murtha will update the SIB on recent actions taken on its behalf with regards to this 
matter and will likely seek additional SIB approval with regards to this lawsuit. 
 



  AGENDA ITEM III.D. 
 
 
TO:    State Investment Board    
 

FROM:   Dave Hunter, Executive Director/CIO     
 

DATE:   November 13, 2015 
 

SUBJECT:  Litigation Monitoring – Second Reading (New Governance Policy E-14)  
 

 

 

At our last SIB meeting, legal counsel Janilyn Murtha kindly provided RIO with proposed language to 
formally document the “Securities Monitoring and Litigation Policy” generally followed by the SIB in 
recent years along with proposed language to more clearly define future roles and responsibilities of 
RIO and SIB.  During the past month, legal counsel has incorporated SIB member comments from the 
“first reading” into the revised policy which immediately follows this cover page.     
 
As previously discussed at our last SIB meeting, RIO and the SIB have primarily relied on our 
custodian, Northern Trust, for monitoring and reporting of securities litigation. Based on recent custodial 
reviews of Northern Trust’s overall operations, our investment consultant did not identify any material 
weaknesses in Northern Trust’s securities litigation monitoring policies or practices.  However, there 
has been an increase in the number of international securities litigation cases in recent years.  In order 
to address this matter and enhance our ability to monitor international securities litigation cases in the 
future, the RIO intends to work with our custodian and potentially other service providers to develop an 
international securities litigation monitoring proposal in early-2016.  
 
The proposed language which follows will be inserted into Section E. Investments of the SIB 
Governance Manual if formally approved by the SIB.  A “Second Reading” of this newly proposed 
governance section follows at this time.   
 
In accordance with Section B-10 of the SIB Governance Manual relating to “Policy Introduction, 
Amendment and Passage” RIO recommends the SIB adopt the proposed Litigation Monitoring 
policy following the “Second Reading” and any subsequent discussions, if any.  
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POLICY: ENDS              POLICY TITLE: SECURITIES MONITORING AND LITIGATION POLICY 
 
General Purpose 

 
1. The North Dakota State Investment Board (“SIB”) is a fiduciary for assets held in trust for the benefit 

of SIB clients’ including their beneficiaries and to defray expenses of administration of their 
respective investment funds. 

 
2. In order to carry out its fiduciary duty to prudently invest and diversify the assets of the various 

investment funds, the SIB invests considerable assets in global public securities markets. 
 
3. The efficient and effective deployment of plan assets requires that in seeking returns market risks 

must be prudently assumed and managed. Investing in publicly-traded securities in regulated 
markets under accounting, disclosure and business practice laws and regulations provides general, 
but not perfect assurance that the information forming the basis for investments is accurate, 
conforms with accepted accounting practices, and is not distorted due to misfeasance, malfeasance 
or nonfeasance, or the timing of information disclosures by persons or entities with the ability to 
affect market prices of the investment securities. 

 
4. Legal action is sometimes necessary to attempt to recover all or part of losses the fund may incur 

due to alleged improper action or inaction that results in the impairment of the value of the fund’s 
security holdings. 

 
5. Most such actions will be prosecuted by the class action bar whether or not the SIB takes an active 

role as a plaintiff or a passive role as a member of a certified class of plaintiffs. Any ultimate award 
or settlement from a class action filing will be ratably allocated among legitimate claimants. 

 
6. The SIB will generally only consider pursuing active participation in securities actions when such a 

role is expected to add value by enhancing the prospect for recovery, increasing the amount of 
recovery, assuring more efficient and effective prosecution of the case, or identifying and 
addressing corporate governance issues through litigation.  

 
For purposes of this Policy, “active participation” means seeking status as lead plaintiff, co-lead 
plaintiff, or filing separate legal action. 

 
 
Non-Active Recovery and Filing 
 

1. SIB will require as part of its agreement with its custodial bank, that adequate securities class action 
monitoring is maintained on an ongoing basis, sufficient to assure that most of the actual awards 
and settlements for such cases are tracked and identified and that proof of claim forms, including 
supporting documentation, will be properly and timely filed. 

 
2. To augment and enhance coverage, identification and tracking of class-action cases (potential or 

actual) SIB may engage one or more legal firms that specialize in monitoring and prosecuting 
security class-action cases; any such engagement is subject to the special appointment 
requirements of N.D.C.C. § 54-12-08. For these purposes only, such firm(s) may be granted 
ongoing access to security holdings information through the custodian bank. 

 
A monitoring agreement with any law firm for monitoring service access and reporting will not 
commit SIB to employing said firm in the event that it seeks to represent SIB as an active 
participant in any securities related litigation. Such representation must be effected by a separate 
retainer agreement between the SIB and said firm, or another, depending on such factors as the 
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potential monetary scope, the nature of the case and industry specialty that may be required, the 
allocation of current or past cases among candidate firms, the likely duration and cost of 
prosecuting such a case, retainer fees or contingency splits, the venue in which the case is to be 
filed, and other considerations. 

 
3. The custodial bank will be required to provide the Retirement and Investment Office (“RIO”) with 

periodic reports that detail class action cases monitored, claims filed, and award or settlement 
distributions received. RIO will maintain these records and provide an update to the SIB with 
regards to accounting information on distributions received on claims filed by the custodian bank on 
our behalf. 
 
 

Active Participation in Cases 
 

1. The Executive Director will initiate active participation in securities cases only upon prior review and 
approval of the SIB. Before bringing any recommendations to the Board, the Executive Director with 
significant assistance by legal counsel from the Office of the Attorney General, will assess the 
merits and prospects for active participation by reference to the criteria and factors outlined in this 
section.  

 
2. Decision Criteria and Factors 

 
a. The decision to participate in an active capacity in security litigation should be based on the 

totality of the circumstances. Dollar loss amounts are important, but not the sole or overriding 
factor to consider in making such recommendations by the Executive Director, or 
determinations by the SIB. 

 
b. Potential losses to SIB clients must be significant in order to warrant participation as a lead 

plaintiff, co-lead plaintiff, or separate “opt-out” litigant. Generally, in cases where the potential 
loss does not exceed the greater of 0.1% of trust assets, the SIB will avoid active participation.   
 

c. The prima facia merits of the claim for loss, and the factual basis for the action, recognizing 
that the full discovery process will not commence until the class has been certified by the court 
in which such case is to be filed. 

 
d. The availability of witnesses, and possible support that may be obtained from investment 

managers, consultants, and the custodial bank through discovery. 

e. The potential that any defendants or insurers will be able to pay an adequate recovery to the 
class, without impairing the value of any current security holdings SIB may yet hold in the 
issuer in the portfolio. 

 
f. The ability of the law firm recommending action on the part of SIB to prosecute the case 

effectively, in the venue where such case is likely to be filed, and the experience of the firm in 
managing such cases individually or in partnership with other firms. 

 
g. Potential long-term benefits from corporate governance changes from pursuing litigation. 
 
h. The ability of SIB to serve as a fiduciary on behalf of all class members in the case, especially 

in relative terms to other institutional investors that may be considering the same case. 
 
i. Potential costs that may be incurred.  Special consideration must be given to any case that 

must be filed in a non-U.S. venue under the “Morrison” criteria established by the U. S. 
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Supreme Court in a 2010 decision, since costs of litigation and potential liabilities of 
unsuccessful claims may be significant. 

 
j. Current workload and staffing resources required for the fulfillment of SIB’s primary member 

service functions, and whether participation might displace time and staff resources needed 
for core business functions. 

 
3. Decision Criteria and Factors for cases filed in a non-U.S. venue:  In addition to the Criteria and 

Factors set forth in Subsection 2, the SIB may consider the following: 
 

a. The proposed funding arrangements for the action. 
 

b. Evaluate the merits and risks of the case in light of the law of the jurisdiction in which the 
action would be brought. 

 
c. The role or level of participation in the case by the SIB. 

 
 
Roles in Managing and Monitoring Litigation 
 

1. The SIB will make the final determination of whether it is in SIB’s best interest to pursue active 
participation in any case and whether to engage any law firm and the terms of such engagement. 

 
2. Decisions regarding the conduct and implementation of the Board’s decision to participate will be 

the responsibility of the Executive Director, or an approved member of the management staff if he 
so delegates. When feasible and advisable, the Executive Director shall seek advice and direction 
from the Board on strategic and legal issues that may arise in prosecuting the action on behalf of 
the SIB and its clients.  The Executive Director shall timely report to the Board on the progress of 
the litigation. 

 
3. The Executive Director shall be responsible for management of the relationship with any portfolio 

monitoring law firm or organization for such purpose. Based on the need for additional coverage, 
the Executive Director will determine whether one or several firms are needed to fulfill the goals of 
this Policy and may terminate such monitoring agreements as judgment advises. 

 
4. Any agreement for portfolio monitoring services that includes a fee or subscription cost must first be 

approved by the SIB before execution by the Executive Director. 
 
 
Policy Review  

 

1. The Board shall review this policy at least every three years to ensure that it remains relevant and 
appropriate. 



  AGENDA ITEM III.E.  
 

BOARD ACTION REQUESTED 
 
TO:   State Investment Board    
 
FROM:  Darren Schulz     
 
DATE:  November 13, 2015  
 
SUBJECT:    Search Recommendation: Capital Group International Equity Strategy 
 

 

RIO Recommendation: 

RIO recommends the SIB engage Callan to assist RIO in conducting a search to potentially 
replace the Capital Group International Equity Strategy. This recommendation, the rationale 
of which is in greater detail below, is based on meaningful investment personnel changes 
reported to the Board at the August SIB meeting. In light of changes to the portfolio 
management team, our recommendation is strongly motivated by the issue of transparency 
– in particular, the firm’s unwillingness to comply with RIO’s requests for individual 
portfolio manager performance given the multi-manager approach and the need to appraise 
the effect of the personnel changes. 
 
Background: 

As of September 30, 2015, the Capital Group managed approximately $428 million in its 
International Equity Strategy for the Pension Trust, Insurance Trust, and Legacy Fund.  

 
Strategy Pool Market Value

Developed International Equity           Pension Trust 252,254,862$                    

International Equity           Insurance Trust 55,687,789$                      

International Equity           Legacy Trust 119,663,413$                    

Total 427,606,064$                     
 
In May of 2015, the Capital Group announced the following changes to the International Equity 
Strategy’s Portfolio Management Team:  
 

a. Nancy J. Kyle will retire in early 2016 and will give up her portfolio management 
responsibilities. 

b. Lionel M. Sauvage will retire in November 2015 and will give up his portfolio 
management responsibilities. 

c. David I. Fisher will transition out of the strategy by July 2015. He will continue to 
manage portfolios in the All Countries World Equity and Emerging Markets Equity 
strategies.   

 
Collectively these three individuals have over 117 years of investments experience. They are some 
of the most tenured investment professionals on the team.   Replacements have not been named, 
and we expect the remaining four portfolio managers to lead the strategy for the foreseeable 
future.  
 



Capital Group’s Multi-Manager Approach: 

The firm pioneered multimanager investing in the 1950s and the firm’s DNA is intrinsically wedded 
to its use as defined as the “Capital System”. Put simply, the multimanager approach requires that 
multiple portfolio managers and a research analyst team independently manage separate sleeves 
of a fund’s portfolio. Most importantly, while individual PMs draw from the research ideas of the 
firm’s sector analysts, each individual PM exhibits materially different approaches to investment 
philosophy, style, portfolio construction, and industry preferences.  
 
Historically, the firm has been extremely insular, private and averse to reveal any information 
concerning the contributions of individual portfolio managers, which would allow institutional 
investors the ability to appraise senior leadership’s ability to select and allocate capital amongst 
individual portfolio managers. When organizational and personnel changes do occur, institutional 
investors are placed in the untenable position of being asked to trust but not verify, a stance that 
has not won the firm accolades among institutional investors and the consulting community.  
 
Transparency Initiative: 

In the Spring of 2013, a reorganization of the parent’s active equity investment teams across the 
Capital Guardian, Capital International, and American Funds investment platforms occurred, but 
these changes did not directly impact SIB’s International Equity mandates. That being said, given 
the anticipated inflows from the implementation of the Legacy Fund’s new policy allocation, RIO 
Staff and Paul Erlendson from Callan met with senior leadership in the Summer of 2013 and in no 
uncertain terms demanded greater transparency surrounding the contributions of individual 
portfolio managers.  
 
In late 2013, Capital Group partially “opened the kimono” by releasing a transparency report for 
advisors and institutions showing portfolio characteristics, top holdings, and country and sector 
exposures for each named portfolio manager and research portfolio. Unfortunately, the report 
opacity permits only general observations with limited value. 
 
Conclusion:  
 

Staff recommends the SIB maintain the Capital Group International Equity Strategy on 
Watch while engaging Callan to conduct a manager search for potential replacement. Losing 
40% of the senior portfolio management team would be reason enough for any strategy/fund to be 
placed on watch.  However, these concerns are magnified at the Capital Group because each 
portfolio manager directly manages an equity portfolio for the strategy.  Not only will the strategy 
lose the knowledge and experience of these professionals, but also the departures will directly 
impact portfolio positioning, style composition, and ultimately the risk/reward characteristics of the 
portfolio.  That being said, the Capital Group International Equity Strategy has generated 78 bps of 
excess return (gross) for the Pension Trust and 101 bps (gross) for the Insurance Trust over the 
ten year period ending June 30, 2015.  Since inception, against its benchmark the strategy has 
performed even better generating 284 bps and 197 bps of excess return (gross) for the Pension 
Trust and the Insurance Trust respectively. Consequently, Staff is not yet recommending 
changes to existing SIB mandates.  Going forward, Staff will closely monitor the evolution 
of the strategy and evaluate how these organizational changes affect the portfolios.  



  AGENDA ITEM III.F. 
 

 
TO:    State Investment Board    
 

FROM:   Dave Hunter, Executive Director/CIO     
 

DATE:   November 13, 2015 
 

SUBJECT:  Board Education – Investment Policy 
 

 

During the past year, SIB members and RIO personnel have actively participated in numerous 
educational opportunities including industry conferences (i.e. Callan, NASIO and NCTR) and 
specialized training courses in investments, retirement benefit services, auditing, ethics, 
fiduciary duty, governance and systems.  
 
In order to expand awareness of the important role played by our SIB members in acting 
as a trustee, RIO is re-distributing “A Primer for Investment Trustees”.  Over the next 
several board meetings, RIO will highlight key “Takeaways” from each section and invite a 
board discussion on any related topics, questions or concerns which may benefit from a broader 
exchange of ideas.  This publication is highly recommended by:  1) National Association of 
State Investment Officers; 2) CFA Institute; and 3) the investment consultant community. 
 
Last month, we focused on the “Introduction” and “Governance Structure”.  This month, we will 
focus on “Investment Policy” and “The Fund’s Mission”.  As a result, RIO encourages SIB and 
RIO members to review pages 23-to-40 of “A Primer for Investment Trustees”. 
 
Section 2: Investment Policy 
 

1. The most important functions that the trustees perform are to establish and maintain the 

fund’s investment policy. 

2. Investment policy is a combination of philosophy and planning. 

3. Investment policy expresses the trustees’ attitudes toward important investment 

management issues. 

4. Investment policy is a form of long-range strategic planning that delineates the trustees’ 

specific investment goals and how the trustees expect those goals to be realized. 

5. A comprehensive investment policy addresses the fund’s mission, risk tolerance, 

investment objectives, the policy mix, rebalancing policy and performance evaluation. 

6. Investment policy acts as a stabilizer for the investment program and thereby helps 

avoid costly shifts during unusual market conditions. 

7. Investment policy is changeable, but the case for modifications should be held to a high 

standard and should be based on truly fundamental changes, not simply transitory 

movements in market conditions. 

8. Central to investment policy is the policy asset mix – the long run desired allocation of a 

fund to designated asset classes. 

9. The investment policy statement (IPS) formalizes investment policy in a written 

document, summarizing a fund’s key policy decisions. 

10. The IPS serves three primary functions:  a) to facilitate communication of investment 

policy; b) to ensure continuity of policy during periods of trustee and staff turnover; and 

c) to provide a baseline against which to evaluate proposed policy changes. 



Section 3:  The Fund’s Mission 
 

1. The primary aspect of a fund’s mission is to have enough assets to pay all promised or 

expected benefits in a timely manner (e.g. over the next 50+ years for TFFR and PERS). 

2. A fund’s mission should recognize the interests of all stakeholders, particularly those 

providing the benefits, those making contributions, and those receiving benefits. 

3. The best single measure of a fund’s financial health is the funded ratio, defined as the 

ratio of fund assets to fund liabilities. 

4. Various aspects of a fund’s mission can come into conflict with one another. The primary 

conflict is between reducing volatility in the funded ratio and contributions versus 

keeping the costs of the benefits low. 

5. Plan liabilities equal the present (or discounted) value of all future benefits expected to 

be paid to plan beneficiaries. 

6. The most important variable in calculating liabilities is the discount rate noting that a 

lower discount rate increased the present value of future liabilities (e.g. the TFFR liability 

increased by approximately $90 million when the discount rate was lowered 0.25%). 

7. The set of directives determining the amount and timing of payments to beneficiaries is 

called the “benefits policy”. 

8. The timing and amount of contributions to a fund are determined by a set of formal (or 

informal rules) called the “funding policy”. 

 
 

Board Education Calendar for the CFA Institute “A Primer for Investment Trustees”: 
 

January 2016  Session 4:  Investment Objectives  
 

February 2016  Session 5:  Investment Risk Tolerance 
 

March 2016  Session 6:  Investment Assets 
 

April 2016  Session 7:  Performance Evaluation 
 

May 2016  Session 8:  Ethics in Investing 
 

June 2016  No SIB meeting scheduled 

 
July 2016  Governance Retreat (Jeanna Cullins of Aon Hewitt) 
 



Jeffery V. Bailey, CFA
Target Corporation

Jesse L. Phillips, CFA
University of California

Thomas M. Richards, CFA
Nuveen HydePark Group
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Session 2. Investment Policy

Once the “what” is decided, the “how” always follows. We must not make
the “how” an excuse for not facing and accepting the “what.”

—Pearl S. Buck

Virtually all well-run investment programs are built on the foundation of a
thoughtful investment policy. Molly, in our discussions, we should be clear that
the most important function that you and the other trustees perform is estab-
lishing and maintaining the Fund’s investment policy.

The Importance of Investment Policy
Why is investment policy so important? If the trustees can’t develop and convey
a clear sense of what the Fund is attempting to achieve and how they expect
staff members to go about accomplishing those objectives, then the investment
program will be directionless and the trustees and staff will be prone to pursue
ineffective approaches that lead to unsatisfactory results. Yogi Berra’s succinct
wisdom aptly applies to investing: “If you don’t know where you’re going, you’re
liable to end up somewhere else.”

Some funds fail to adopt sound investment policies. Others adopt sound
investment policies but fail to follow them diligently. In either case, the funds
typically rely on ad hoc approaches to investment management. The manifes-
tations of these inadequate investment practices include a short-term focus
(often on issues of secondary importance, such as the hiring and firing of
managers) and inattention to important long-run issues. These behaviors
generate a hodgepodge of frequently changing and inconsistent investment
strategies. Ad hoc management also hinders trustees in conducting realistic
appraisals of their objectives and keeps them from implementing stable,
productive investment programs that achieve their objectives.

Defining Investment Policy
We should clearly define what is meant by the term “investment policy.” The
investment committee thinks of its investment policy as a combination of
philosophy and planning. It expresses the trustees’ collective attitudes toward
important investment management issues: Why does the Fund exist? How does
the investment committee define success? To what extent are the trustees
willing to accept the possibility of large losses? How do the trustees evaluate
the performance of the investment program?
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The investment committee also considers the investment policy to be a
form of long-range strategic planning because it delineates the trustees’ specific
investment goals and how they expect those goals to be realized.

Essentially, any relatively permanent set of procedures that guides the
management of a fund’s assets can be deemed to be the fund’s investment policy.
Nevertheless, a comprehensive investment policy will address many of the issues
that we are covering in our discussions, including
• the fund’s mission,
• investment risk tolerance (i.e., the ability and willingness of the trustees to

bear investment risk),
• investment objectives,
• the policy asset mix,
• investment management structure, and
• performance evaluation.

Different financial circumstances and attitudes toward seeking returns and
bearing risk cause funds to adopt different investment policies. There is nothing
wrong with that. Simply put, there is no “correct” investment policy. However,
an effective policy tailors the issues we just identified to a fund’s specific
circumstances, whether that fund is a corporate pension plan, a public pension
plan, an endowment, or a family office.

The investment committee often speaks of the Fund’s investment policy
as the “rule book” for the investment program. Despite the fact that there is no
single solution to the challenge of investment policy design, the “rules” for all
types of funds appropriately contain many of the same essential elements. That
is because an investment program can be successful over the long run only if it
operates under a well-defined plan, and success can be evaluated only in light
of clearly stated investment objectives. An investment policy that incorporates
the fundamental elements that we cover provides the necessary planning
framework. That may sound like common sense, or rather good business
practice, and it is. And like any sound business practice, it should be universally
applicable to the Fund’s investment program, regardless of how the composition
of the staff or the investment committee changes over time.

Investment policy identifies the key roles and responsibilities related to the
management of the Fund’s assets. Not only does the investment policy establish
accountability, but it also helps to minimize conflicting interests. For example,
the university’s defined-benefit pension plan exists to provide retirement
income to plan participants but is partially paid for by the state’s taxpayers (or
shareholders in the case of a private plan). The trustees may feel accountable to
taxpayers in some way, even though they are supposed to be loyal solely to the
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plan participants. Similarly, the investment staff cares about the participants
but also thinks about job protection and maybe earning a bonus. External
investment managers worry about their businesses and their fees while, at the
same time, being responsible to participants. Although no set of rules can
eliminate these conflicts, a sound investment policy can contribute to a solution
by stating clear accountabilities and enhancing the transparency of an invest-
ment program.

Policy Asset Mix: Selection and Rebalancing
A central part of a fund’s investment policy is to choose asset classes and
investment strategies within those asset classes that, in aggregate, produce a
well-diversified portfolio. To begin, the trustees need a workable understanding
of the underlying risk and expected return characteristics of these asset classes.
(We will discuss the term “asset class” more thoroughly in Session 6 on
investment assets; for now, think of asset classes as broad categories, such as
stocks, bonds, and real estate.) From that understanding, the investment com-
mittee can determine the desired allocation to each asset class so that, in total,
the investments reasonably can be expected to produce the required return over
the long run with an acceptable level of volatility in results. This process is
referred to as “setting the policy asset mix,” and it directly relates to the level of
investment risk considered appropriate for the Fund by the trustees. (We will
discuss how the investment committee determines the appropriate level of risk
in Session 5 on investment risk tolerance.) The investment committee approves
the policy asset mix as a list of asset classes, a target percentage allocation for
each, and a range around that target allocation within which the actual alloca-
tion may fluctuate before rebalancing back to the target is required. As an
example, you can review the policy asset mix of the Freedonia University
defined-benefit pension plan in Appendix B, which we have provided in your
materials. Again, we will have more to say on the particular asset classes in the
policy asset mix during Session 6 on investment assets.

Obviously, nothing in life or business is perfectly obvious all of the time.
Nor will any set of rules, however robust, always point to the most profitable
course of action. The investment committee does not expect its policy asset mix
to generate the desired returns year in and year out. Rather, the trustees’ approach
is that when others are greedy and bidding up the price of certain asset classes
and the expected return on those asset classes decreases, the trustees are willing
to take a little less risk by selling off some of those appreciated asset classes if
their allocation has moved above the top of the approved range. Conversely, over
the course of a market cycle, when markets plunge and investors are fearful, certain
asset classes tend to be shunned. These asset classes then become cheaper and
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thus have higher expected returns. At those times, the investment committee is
willing to take on more risk and buy those asset classes if their allocation has
moved below the approved range. This process is called “rebalancing back to the
policy asset mix.” Because the trustees, staff, and consultants are all human, the
Fund’s investment policy seeks to overcome cognitive biases that cause decision
makers to fear and avoid these rebalancing opportunities just at the time when
they offer the Fund the greatest potential returns.

Investment policy helps manage risk by starting with a clear statement of
the mission and objectives of the Fund, identifying the key risks faced by the
Fund, assigning accountability for those risks, setting up metrics for determining
success, and then defining procedures for evaluation, oversight, and management
of the Fund. Molly, as a trustee, you cannot be expected always to make correct
investment decisions, but you are always expected to carefully consider the
relevant risks and how they should be managed before making a decision.

Investment Policy as a Stabilizer
The investment committee established the Fund’s investment policy independent
of current market conditions. Although the trustees allow for discretion on the
part of the staff and the investment managers to take advantage of attractive near-
term market valuations, the trustees, in setting the investment policy, have
accepted as given the long-run opportunities afforded by the capital markets and
the Fund’s obligations to its beneficiaries. A consistently applied investment
policy produces successful results not because of any unique investment insights
but because of its concentration on the Fund’s primary goals and the continuity
of its investment strategies.

Investment policy would be of little significance if it were merely a
perfunctory description of the investment program. Instead, it derives its
importance from the complex and dynamic environment that the trustees
confront in setting a direction for the Fund. The trustees and staff need a logical
and consistent framework within which to make decisions.

The Fund’s investment policy is an “autopilot” setting for normal times and
a stabilizer for the investment program during stressful markets. The Fund’s
investment policy needs to be flexible, but in the past, the trustees have made
changes only during periods when fundamental conditions changed significantly,
either externally or internally. The investment committee has always maintained
that the threshold for conditions to qualify as “significant changes in conditions”
should be quite high. If not, the urge to change policy in response to short-run
market conditions can be overwhelming. Following this urge will, in turn, defeat
one of the key virtues of investment policy—namely, to keep decision makers
from acting rashly, from succumbing to either greed or, particularly, fear.
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That last point bears repeating. Trustees sometimes fail to appreciate that
adherence to the investment policy will produce its greatest benefits during
periods of adverse market conditions. At these times, the temptation builds to
alter a sound investment program as the fear of even worse future calamities
increases. Decisions to change course in these situations inevitably prove costly.
The investment committee has been fortunate to avoid those outcomes. The
existence of a well-thought-out investment policy has forced the Fund’s deci-
sion makers to pause and consider why the existing policy was established in
the first place and whether the current adverse market conditions were actually
predictable—not in their timing but in their intensity and (paradoxically) their
unexpectedness. That type of review has made it possible for cooler heads and
a longer-term outlook to prevail on the investment committee. It has allowed
the trustees to stay with their long-term policy during market downturns and
avoid locking in current losses while eliminating the possibility of recovering
those losses as markets reverse.

Reviewing Investment Policy
As we discussed, investment policy is not immutable. The investment committee
periodically reviews—and, on occasion, modifies—the Fund’s investment pol-
icy. Think of a business plan, Molly. When would you change your company’s
strategic plan? Certainly if the basic structure of competition were to change
(such as when key suppliers gain pricing power or a shift occurs in the customer
base), disruptive technologies appear, or big changes occur in government
regulation—any of these circumstances would call for a review and possible
modification of your business plan.

You and the other trustees might find it appropriate to alter the Fund’s
investment policy if the Fund’s obligations were to change materially. If changes
in the investment landscape, such as new practices or products, were to occur,
then you also might want to alter the policy to ensure that potential opportu-
nities are not missed. If the investment committee truly were to conclude that
the long-run expected risk–reward relationships among asset classes had fun-
damentally changed, that change too might warrant a modification in invest-
ment policy. (That conclusion is, of course, quite different from merely
observing that particular asset classes have recently performed poorly or well
relative to one another.) Nevertheless, the investment policy rarely requires
alteration simply because the factors that could justify a change in the invest-
ment policy are themselves not generally prone to near-term transformations.

Regular discussions of the investment policy aimed at educating the Fund’s
decision makers serve a productive purpose. They reinforce the logic of the
current policy and thereby reduce the chances of unnecessary alterations.
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Conversely, reviews directed toward the constant reassessment of existing policy
are counterproductive. Frequent investment policy changes take on the tone of
active management, thus blurring the distinction between policy and opera-
tions, to the detriment of the investment program.

If the trustees believe that a change in investment policy is warranted, then
you should recognize that the modifications are almost never time sensitive and
should not be hurried. In fact, the greater the seeming urgency of proposed
policy changes, the more likely that those changes are really active management
decisions posing as policy issues.

The Investment Policy Statement
The investment committee has formalized the Fund’s investment policy in a
written document called the “investment policy statement” (IPS). An IPS
summarizes a fund’s key investment policy decisions and explains the rationale
for each decision. The level of detail in an IPS will vary among investment
organizations. Some organizations may prefer to provide more information
than others, particularly those with more complex investment programs. Nev-
ertheless, an IPS serves the same role for all funds: It enforces logical, disciplined
investment decision making, and it limits the temptation to make counterpro-
ductive changes to an investment program during periods of market stress.
(Recall that Appendix B is a copy of the Freedonia University defined-benefit
pension fund’s IPS for your inspection.)

The Fund’s IPS is not a set of broad statements such as, “Look both ways
before you invest.” Rather, it contains an explicit recipe for the investment
program stated in terms of minimum and maximum allocations to various asset
classes, levels of allowable risk, and so forth. The IPS also contains guidelines
for investing within an asset class. Those guidelines may be stated as a list of
requirements or prohibitions or in terms of a budget for various types of
investment risk. Another key element is the establishment of performance
objectives for the Fund and for individual asset classes. These objectives provide
a reference point for evaluating the success of the Fund’s investment strategies.

The IPS serves three primary functions:
• It facilitates internal and external communication of investment policy.
• It ensures continuity of policy during periods of turnover among the Fund’s

trustees and staff.
• It provides a baseline against which to evaluate proposed policy changes.

Regarding the first function, the IPS communicates the Fund’s investment
policy to insiders (the trustees and staff) and interested outsiders (for example,
the Fund’s investment managers or its beneficiaries). The IPS helps prevent
confusion over interpretation of the Fund’s investment policy. A regular
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presentation of the IPS keeps investment policy fresh in the minds of the Fund’s
decision makers. For that reason, the investment staff includes the Fund’s IPS
in the set of materials for every investment committee meeting. 

Regarding the second function, the IPS serves as a permanent record that
enhances continuity in the investment program. Turnover among the trustees
and top staff members is inevitable. For newcomers, the IPS provides a concise
and accessible reference. Its existence also makes clear that the policy is a
product of a thorough and deliberate process; thus, the IPS reduces the urge on
the part of new decision makers to impulsively propose revisions to the pension
fund’s existing investment policy. For that reason, Molly, as part of your
orientation, you should take the time to carefully review the IPS of each of the
Freedonia University funds and ask questions about the contents.

Finally, the IPS serves as a standard against which to consider proposed
changes to the Fund’s current investment policy. Any such potential changes can
be directly compared with existing policy, making the merits of the changes easier
to evaluate and limiting the chances that emotional appeals for change will sway
decision makers. Over the years, the existence of the Fund’s IPS has prevented
a number of potentially ill-advised alterations to the investment strategy.

Only the trustees can establish investment policy for the Fund. You and
the other trustees are the ultimate fiduciaries, and it is your responsibility to
provide the investment philosophy and long-term direction for the Fund. True,
in many organizations, the investment policies are drafted by the investment
staff, sometimes with the aid of a consultant. But in the end, the trustees have
the responsibility, authority, and ultimate accountability for the Fund’s invest-
ment policy. If the trustees are ever sued for losing money, a properly crafted
IPS—and documentation that the policy has been scrupulously followed—is a
strong defense.

Takeaways
• The most important functions that the trustees perform are to establish

and maintain the fund’s investment policy.
• Investment policy is a combination of philosophy and planning.
• Investment policy expresses the trustees’ attitudes toward important invest-

ment management issues.
• Investment policy is a form of long-range strategic planning that delineates

the trustees’ specific investment goals and how the trustees expect those
goals to be realized.

• A comprehensive investment policy addresses
■ the fund’s mission,
■ risk tolerance,
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■ investment objectives,
■ the policy asset mix and rebalancing policy, and
■ performance evaluation.

• Investment policy acts as a stabilizer for the investment program and
thereby helps avoid costly shifts during unusual market conditions.

• Investment policy is changeable, but the case for modifications should be
held to a high standard and should be based on truly fundamental changes,
not simply transitory movements in market conditions.

• Central to investment policy is the policy asset mix—the long-run desired
allocation of a fund to designated asset classes.

• The investment policy statement (IPS) formalizes investment policy in a
written document, summarizing a fund’s key policy decisions and explain-
ing the rationale for those decisions.

• The IPS serves three primary functions:
■ to facilitate communication of investment policy,
■ to ensure continuity of policy during periods of trustee and staff

turnover, and
■ to provide a baseline against which to evaluate proposed policy changes.

QUESTIONS MOLLY SHOULD ASK
• Do we have a formal written IPS? If not, why not? If so, may I have a copy

to review? 
• Does our IPS discuss the underlying rationale for the policies that we

have adopted?
• Is our IPS broadly disseminated to key stakeholders?
• What duties do I have as a trustee under our investment policy?
• As a group, do the trustees understand our investment policy well? Is the

investment policy thoroughly covered in new trustees’ orientations?
• What are the key factors that could cause us to rethink and revise our

investment policy?
• Of the primary components of the investment policy, which ones have

the broadest agreement among the trustees? Which ones have the most
divided opinions?

• Are there investment policy changes that the staff has proposed but the
trustees have opposed? If so, what is the background behind those desired
changes?

• When was the Fund’s investment policy changed materially, and why was
it changed?
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• Do we have a record of the changes that have been made to our investment
policy with a description of what, when, and why we made the changes?

• When was the current version of our investment policy adopted? Who
wrote the current version of our investment policy? Who reviewed this
version? Our legal counsel? Our consultant? Did they make substantive
comments, and if so, what were they?

• Is there a regular review of the investment policy? Who takes the lead in
those discussions—the trustees or the staff?

• If our investment policy is considered to be the rule book for running our
investment program, would you say that our rules are comprehensive and
prescriptive in design or loose and advisory?

• What is the policy asset mix of the Fund? What was the process by which
it was determined?

• What rebalancing rules does the staff follow to ensure that the Fund’s actual
asset allocation is in line with the policy asset mix?

• Are those rebalancing rules implemented without question or does the staff
have discretion when and how to implement them?

• Are there legal restrictions that govern the investments of the Fund over
which the trustees have no discretion?

• Can you cite instances in which our investment policy has actually acted as
a stabilizer in periods of distressed financial climates?
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Session 3. The Fund’s Mission

Choose always the way that seems best, however rough
it may be; custom will soon render it easy and agreeable.

—Pythagoras

Molly, as a trustee serving on the university’s investment committee, you have
oversight responsibility for the assets of the defined-benefit (DB) pension plan,
the defined-contribution (DC) pension plan, the endowment, the foundation, and
the self-insurance trust. Broadly speaking, each fund has an investment mission,
which is to provide financial benefits to certain parties. Also, a common feature
of these funds is that they invest in pools of assets that were contributed from
particular sources for particular purposes. The differences among the funds
consist of the timing and certainty of the benefits that flow out of the investment
pool, the contributions that flow into it, and the specific uses to which the
benefits will be put.

To help you understand the concept of a fund’s mission, we decided to
focus on the Freedonia University DB pension fund. We based this choice on
the fact that the investment policies of DB pension funds, in general, involve
interesting and diverse missions. Also, a legally binding commitment exists to
pay pension benefits at specific times and in specific amounts.

The DB pension plan that the university provides to its employees is quite
similar to your own company’s plan, Molly. A notable difference, however, is
that the state’s taxpayers stand behind the university’s pension promise whereas
it is your company’s stockholders (and, ultimately, the U.S. taxpayers through
the Pension Benefit Guaranty Corporation) who guarantee your company’s
benefit obligations.

With respect to the university foundation and endowment funds that you
also oversee as a trustee, note that contributions to them vary over time and that
the withdrawals or benefits typically are based on a percentage of the funds’
value. However, you should appreciate, in particular, that the endowment fund
makes a material contribution to the university’s operating budget and that an
unwritten rule exists that the possibility of a decline in the amount of money
the endowment provides should be minimized. 

As for the DC pension plan that the university offers to employees, you do
not have any direct responsibilities relating to the actual allocation of assets.
Rather, the trustees have a responsibility to provide employees with a variety of

Richards_A Primer for Inv Trustees_012011.fm  Page 32  Wednesday, January 19, 2011  5:42 PM



The Fund’s Mission

©2011 The Research Foundation of CFA Institute 33

investment options (primarily mutual funds and similar types of investment
vehicles) that allow employees to create and manage their retirement assets in
a manner consistent with their needs and circumstances.

With that background, let’s begin our discussion of the DB pension fund.

The Fundamental Conflict
So, exactly what is the mission of the university’s DB pension fund? At first,
the answer to that question might seem obvious. However, on further reflection,
Molly, you may find that it is much more complicated.

At the most basic level, of course, the Fund exists to ensure the availability
of sufficient assets to pay the pension benefits promised to the plan participants.
(The term “participants” refers not only to current employees and retirees but
also to former employees whose benefits are vested.) There would be no reason
to maintain the pool of assets if these obligations did not exist. The importance
of securing the benefit promise is so great that current tax law allows taxable
private-sector plan sponsors to deduct contributions that are made to their funds
and exempts income earned by their funds from taxation. For a tax-exempt not-
for-profit entity such as Freedonia University, U.S. law requires that the Fund
serve solely the interest of the plan beneficiaries. Because the university places
assets in the Fund, it backs its promise to pay pension benefits with more than
simply its good faith. Plan participants can rely on the assets held in the Fund
if the university should ever become insolvent.

The Fund’s mission is far more complex, however, than this simple directive
would imply. The university (and, by implication, the investment committee)
has other important stakeholders in the Fund in addition to the plan participants.
At the top of the list are the state’s taxpayers (in the private sector, shareholders).
Despite the overriding importance of securing the pension promise, decision
makers and stakeholders should never forget that a financially healthy organi-
zation is required for pension benefits to be offered. If the Fund’s mission doesn’t
take into account the financial needs of the university, then the plan may
eventually be neglected, poorly funded, or possibly even terminated. None of
these outcomes would serve the interests of plan participants.

The university generally prefers to contribute as little money to the Fund
as possible without diminishing its ability to pay benefits. The cost of
providing pension benefits equals the present value of all contributions made
over the DB pension plan’s life. The university wants the investment com-
mittee to minimize that cost. Private-sector plan sponsors also want to keep
contributions as low as possible. They often have an additional objective in
that they desire to minimize the volatility of the accounting expense associated
with operating their pension plans.
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You can imagine situations in which other groups view themselves as
stakeholders in the fund, including labor unions, state and federal legislatures,
social activists, and so on. Although these groups may not have a direct impact
on the Fund’s core mission, the university and investment committee have not
neglected their concerns.

Given the complexity of the Fund’s mission, it is not surprising that various
aspects of that mission come into conflict. The primary conflict is between the
intent to assure the security of the promised benefits and the desire to minimize
the present value of plan contributions made over the long run. Plan participants
want benefit security, but they have to realize that the university has many
pressing expenditures and must keep pension costs down. Conversely, the
university wants pension costs to be as low as possible, but it must recognize
the value that the DB pension plan provides for attracting and retaining a
productive and motivated workforce.

By far the most direct means of securing the benefits promised to plan
participants is to maintain a well-funded plan. The ratio of plan assets (i.e., the
value of the Fund) to plan liabilities is called the “funded ratio” (also called the
“benefit security ratio”). A plan that has more assets than liabilities is considered
to be overfunded, and one that has fewer assets than liabilities is underfunded.
The higher the funded ratio, the greater the protection offered to plan partic-
ipants. The greater the extent to which the ratio exceeds 100 percent (full
funding), the more cushion the trustees have to protect against shocks to the
value of assets or liabilities eating into benefit security. 

Now, if the investment committee were solely concerned with benefit
security, the trustees would place the Fund in low-volatility investments. That
would likely entail holding much of the Fund in high-quality bonds with
interest rate and inflation sensitivity similar to that of the plan’s liabilities. If
that were the case, the university and the plan participants could be highly
certain that there would always be assets of sufficient amount to pay all benefits.
The funded ratio would fluctuate little over time.

The problem with that approach is that it is likely to result in considerably
higher contributions. There is a simple rule that expresses the essence of the
situation:

Benefit payments = Contributions + Earnings on contributions.

The source of benefit payments is simply whatever the university puts into
the Fund plus any earnings that can be generated on those contributions. If you
assume for the moment that the benefit payments are fixed, then the higher the
returns that the Fund earns, the lower the required contributions the university
has to make, and vice versa. Just as importantly, if the university wants to
increase benefit payments in the future, then either the university must make
more contributions or the Fund must earn higher returns—or some combina-
tion of the two must occur.
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In general, the university prefers to minimize contributions over the long
run, which frees up financial resources that can be put to other productive
purposes. To keep the university’s contributions to the pension fund as low as
possible, the investment committee creates an investment portfolio with rela-
tively high expected returns. So, in addition to bonds, the trustees have chosen
to invest in higher returning assets, such as common stocks. But the returns on
those stock investments tend to be volatile. That volatility will tend to cause
the level of fund assets to fluctuate in the short run, making the funded ratio
less stable than if the Fund invested only in bonds. The result will be more
instances in which the university will have to make a contribution to offset
unexpected declines in the funded ratio. (For private-sector plan sponsors
holding stocks in their funds, the pension expense reported in the accounting
statements will also be less predictable.)

So, even though the investment committee recognizes that the primary
aspect of the Fund’s mission is to ensure benefit security, the committee still
faces a conflict between secondary aspects of the Fund’s mission: Avoiding
volatility in contributions and the funded ratio versus keeping the costs of funding
benefits low. How do the trustees go about reconciling these contradictory
elements? There is no easy answer. The trustees have to arrive at a consensus
regarding how much risk they are willing to bear in the near term. (This decision
is the central aspect of investment policy, which we discussed in Session 2:
setting the policy asset allocation. We’ll return to it later in Session 5 on
investment risk tolerance.) Depending on the membership of the investment
committee, the answer may change. You will have to decide for yourself how
much risk you will tolerate in fulfilling the Fund’s mission and continue to
discuss that point of view with the other trustees.

Keep in mind, Molly, that as a fiduciary, your willingness to take risk should
relate to the circumstances of the Fund, the sponsor (the university), and the
beneficiaries, not to your personal feelings about risk. Given the primary aspect
of the Fund’s mission, the trustees should be careful never to take so much risk
as to endanger the benefit security of plan participants. And as the staff has
witnessed numerous times, investment portfolios with high equity allocations may
experience considerable declines in value, resulting in materially diminished
funded ratios. As a result, contributions skyrocket. Yet, the history of capital
markets indicates that equity investments far outperform fixed-income invest-
ments, so choosing not to hold sizable equity positions would present a large
potential opportunity cost to the university.
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Liabilities
The Fund is an ongoing entity from which the university expects to pay a stream
of retirement benefits to plan participants for a long time. All the stakeholders
in the Fund prefer to have one measure that summarizes the value of those
future benefits payments today. To compute that number, the plan’s actuaries
estimate the future benefit payments to be made to each current plan partici-
pant. They base their calculations on the participants’ wages, ages, and lengths
of service today and the participants’ estimated retirement dates and life
expectancies. Reflecting the fact that a dollar paid tomorrow is worth less than
a dollar paid today, the actuaries then take into account the time value of the
future pension payments by applying a market-based discount rate to the
estimated payments. The sum of these discounted payments is the single dollar
amount that, if invested today at that discount rate, could finance all the
estimated benefit payments currently owed to the plan participants. The plan’s
actuaries refer to that single dollar amount as the plan’s liabilities. (Public
pension plans are required by the U.S. Governmental Accounting Standards
Board to use a discount rate equal to the assumed expected return on fund assets.
Private-sector pension plans, in contrast, are required to use a discount rate
based on the yields of high-quality corporate bonds.) 

The plan’s liabilities, thus derived from the discounted future benefit
payments, can be compared directly with the Fund’s assets to determine how
well funded the DB pension plan is. As we discussed, the funded ratio equals
the Fund’s assets divided by the plan’s liabilities.

In a very real sense, the plan’s liabilities are a form of debt. The university
has made legal promises to pay the plan participants their retirement benefits.
In lieu of giving them additional cash compensation today, the university has
implicitly substituted a series of future payments. As a result, you can think of
the liabilities as a nonmarketable bond issued to plan participants. The partici-
pants’ deferred compensation equates to the “purchase price” of this pension
bond. The pension payments represent the principal and interest payments made
on the bond. Like any bond, this pension bond’s value depends on the level of
interest rates—in particular, the discount rate used to discount the estimated
benefit payments. A change in that discount rate can have a large impact on the
pension bond’s value and hence on the value of the plan’s liabilities.

The value of the plan’s liabilities can, of course, change in ways beyond the
effect of variations in the discount rate. As the university adds participants to
the plan, or as the participants’ income and service with the university grow, so
will the plan’s liabilities grow. The investment staff periodically works with the
plan’s actuaries to prepare a report on the size of the existing liabilities in light
of the best available information at that time.
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These concepts of liabilities and funded status apply to endowment and
foundation funds as much as to DB pension plans. However, you won’t find a
liability value reported for the university’s foundation and endowment funds that
is comparable to what you find for the DB pension plan. The DB pension plan’s
liabilities, despite relying on a number of estimated inputs, are determined
through a formulaic valuation process, whereas the foundation’s and endowment’s
liabilities are not.

The benefit payments of the foundation and endowment are determined
by these two funds’ spending policies—the percentage of the Funds’ assets that
are paid out each year to beneficiaries. Those spending policies are based on
such factors as peer practices, competition for donors, intergenerational equity
(today’s spenders versus tomorrow’s), and perhaps most importantly, expecta-
tions regarding long-term inflation-adjusted returns available in the capital
markets. Payments to the endowment and foundation beneficiaries will vary
over time in ways that are difficult to forecast. As the Funds’ asset values
fluctuate, given the relatively fixed spending rates, so also do the payouts change.

Foundation and endowment beneficiaries expect to receive future benefit
payments that, at the very least, are stable in real (inflation-adjusted) terms.
This expectation is in contrast to the fixed nominal (unadjusted for inflation)
benefit payments that are legally obligated in the case of most pension plans.
This difference between real and nominal liabilities causes the objectives and
strategies used for investing the university’s foundation and endowment assets
to differ significantly from the objectives and strategies used for investing the
DB pension plan’s assets.

Contributions
The university has established a funding policy for the DB pension plan that
determines the timing and amount of contributions to the plan. That funding
policy sets thresholds for the funded ratio that trigger consideration of contri-
butions. The university has broad discretion regarding the specifics of contribu-
tions. (Private-sector plan sponsors are more constrained in terms of minimum
contributions they must make.) The funded ratio thresholds set by the university
are meant to be advisory in nature. In determining its funding policy, the
university’s administration weighs the relative importance of keeping the funded
ratio near 100 percent against the importance of conserving cash for other
university purposes. (For private-sector sponsors, the tax-advantaged nature of
the pension fund also plays a role in determining funding policy. Contributions
are tax deductible and investment earnings in the pension fund go untaxed, so a
company may choose at times to “prefund” future benefit obligations by making
contributions today instead of when the obligations are incurred.)
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Three factors affect the funded ratio and may trigger the need for the
university to make contributions. First, as discussed, the liabilities of a pension
plan grow as the number of participants and their years of service grow, so the
funding policy must consider how to fund these increases in liabilities. Second,
as we also mentioned, changes in the discount rate may cause the DB pension
plan’s liabilities to increase or decrease over time. Third, the Fund may,
depending on the returns earned by the Fund, grow or decrease.

To the extent that the investment committee holds equity and equitylike
securities in the Fund, the Fund’s value will grow in good markets and the
benefit security ratio will improve, reducing the need for contributions. In poor
markets, the Fund’s value will decline, depressing the funded ratio and creating
a need for contributions just at a time when the university’s ability to make such
contributions may be diminished.

In such difficult economic periods, discount rates may also be declining,
which would push up the value of liabilities and have a negative impact on the
funded ratio. This confluence of declining assets and rising liabilities has
occurred twice in the first decade of this century. It accentuated the conflict in
the Fund’s mission between holding assets with high expected returns in order
to lower financing costs and holding assets with lower expected returns to avoid
severe fluctuations in the funded ratio and in contributions.

Previously, when we spoke of governance structure, we referred to the
notion of a three-legged stool. We can use the same analogy here to conclude
our discussion of the Fund’s mission. This analogy applies whether a fund is
associated with a private or public DB pension plan, an endowment, a founda-
tion, or any pool of assets for which there are beneficiaries and for which there
has been and may continue to be a source of contributions. Broadly speaking,
three types of policies control the management of a pool of assets: investment
policy, which defines the level of investment risk required to meet return
objectives; funding policy, which defines the level and source of contributions
into a fund; and benefit policy, which defines the amounts and timing of
pension benefits. (For an endowment or foundation, as discussed, benefit policy
is usually referred to as spending policy, which determines the amount to be
distributed to the beneficiary entities.) Our conversations focus, of course, on
investment policy. Nevertheless, the financial health of a pension, endowment,
foundation, insurance company, or any other trust depends on all three policies.
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Takeaways
• The primary aspect of a fund’s mission is to have enough assets to pay all

promised or expected benefits when due.
• A fund’s mission should recognize the interests of all stakeholders, partic-

ularly those providing the benefits, those making contributions, and those
receiving benefits from the fund.

• The best single measure of a fund’s financial health is the funded ratio,
defined as the ratio of fund assets to fund liabilities.

• Various aspects of a fund’s mission can come into conflict with one another.
• The primary conflict is between reducing volatility in the funded ratio and

contributions and keeping the costs of financing benefits low.
• Plan liabilities equal the present (or discounted) value of all future benefits

expected to be paid to plan beneficiaries.
• The most important variable in calculating liabilities is the discount rate:

The value of liabilities is inversely related to discount rate.
• The set of directives determining the amount and timing of payments to

beneficiaries is called “benefits policy.”
• The timing and amount of contributions to a fund are determined by a set

of formal and informal rules called “funding policy.”

QUESTIONS MOLLY SHOULD ASK
• When was the last time the mission for our DB pension fund was thor-

oughly reviewed? For our endowment fund? For our foundation? What
was the outcome of these reviews?

• Who do we consider to be the primary stakeholders for the funds for which
our investment committee has responsibility? How do we engage the
stakeholders and understand their opinions?

• How is funding policy and benefit policy set for our various funds? Who are
the parties responsible for these policies, and how do we interact with them?

• Are any significant changes anticipated regarding benefit policy or funding
policy for any of our funds?

• How do we define the liabilities for our various funds, and how do we assess
their funded status?

The DB pension fund
• What range in the funded ratio do we feel comfortable with for our pension

plan? By how much should the funded ratio be allowed to fall below 1.0?
How sensitive are we to fluctuations in its level?
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• What is the current funded ratio of the pension plan, and how has it
fluctuated over time?

• How do the trustees view the conflict between benefit security and lower
funding costs for our pension plan?

• How sensitive are our pension liabilities to changes in the discount rate?
• Does the university have sufficient resources and liquidity to make

contributions to our pension fund if the funded ratio should fall below a
minimum threshold?

• Is the pension plan open to new participants? If not, have benefit accruals
been frozen for current participants? If the plan is closed to new participants
and new benefit accruals, how has that status redefined the Fund’s mission?

• Do we have strategies in place to protect the pension plan’s funded ratio
from fluctuations in liability values caused by interest rate changes?

The endowment and foundation funds
• How do the endowment and foundation define their liabilities?
• Do the endowment and foundation take a relatively long-term or a short-

term view when it comes to setting their funds’ missions? What consid-
erations have gone into making those decisions?

• What are the projected net cash flows of the endowment and foundation?
Do fund-raising efforts provide material cash inflows?

• What expectations do the university’s financial managers have regarding
the endowment and foundation spending rates?

The DC investment options
• Do we view the DC pension plan as the primary source of retirement

income for our employees or as a secondary source?
• What are the primary considerations that go into selecting investment

options?
• Is our philosophy on investment options that plan participants should have

a wide range of choices or that they should be offered a narrow range of
choices that represent our best thinking?
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  AGENDA ITEM III.G. 
 
 
TO:    State Investment Board    
 

FROM:   Darren Schulz     
 

DATE:   November 19, 2015 
 

SUBJECT:  NDPERS Group Insurance Account Asset Allocation  
 

 

 

As stated in the Fund’s Investment Policy Statement, the NDPERS Group Insurance Account (the 
“Account”) was established to hold insurance premiums collected from employers until paid to the 
insurance carrier, which is the Sanford Health Plan effective 7/1/2015. In addition to monthly premium 
collections and remittances to the carrier, the Account is also used as a reserve vehicle for a sharing of 
loss experience on the group health contract. Due to a favorable plan loss experience trends in recent 
years, the Account has received credits from PERS’ insurance carrier and currently has an estimated 
market value of $38.5 million as of 10/31/15. Currently, the Group Insurance Account policy allocation 
is 100% cash equivalents, the implementation of which is through an institutional money market fund 
with Northern Trust.  
 
Given the low interest rate environment and the commensurate low yields experienced in the money 
market mutual fund, the PERS Investment Subcommittee and PERS Board both approved a new policy 
allocation of $36 million to short term fixed income to generate incremental income without taking on 
undue risk given the importance of maintaining the capital preservation objective. Another consideration 
in allocating to short term fixed income is the absence of any large liquidity needs within the next two to 
three years. 
 
In addition to the attached memo to the PERS Board, the revised investment policy statement which 
follows reflects the recommended changes to the NDPERS Group Insurance Account policy allocation..   
 
RIO recommends that the SIB approve the revised policy allocation for the NDPERS Group 
Insurance Account as reflected in the attached investment policy statement. 
 
 
Next Steps: 
 

With SIB approval, RIO Staff will implement the new policy allocation for the NDPERS Group Insurance 
Account by transferring $36 million from the Northern Trust institutional money market fund to the 
existing JP Morgan US Short Bond account.   
 



 
TO:    PERS Investment Subcommittee    
 
FROM:   Darren Schulz and David Hunter      
 
DATE:   13 November 2015  
  
SUBJECT:  NDPERS Group Insurance Proposal 

 
 

Recommendation: 
 
In an effort to earn incremental investment income while minimizing interest rate risk so as preserve 
the objective of capital preservation for the NDPERS Group Insurance Account, Staff recommends 
that the current policy allocation of 100% cash equivalents be revised to a 50% policy allocation to 
cash equivalents and a 50% policy allocation to short-term fixed income.  
  

Background: 
 
As stated in the Fund’s Investment Policy Statement, the NDPERS Group Insurance Account (the 
“Account”) was established to hold insurance premiums collected from employers until paid to the 
insurance carrier, which is the Sanford Health Plan effective 7/1/2015. In addition to monthly premium 
collections and remittances to the carrier, the Account is also used as a reserve vehicle for a sharing 
of loss experience on the group health contract. Due to a favorable plan loss experience trends in 
recent years, the Account has received credits from PERS’ insurance carrier and currently has a 
balance of $36.2 million as of 8/31/15. The Group Health loss experience will be reviewed following 
the end of the current two-year contract with the Sanford Health Plan as of 6/30/15. 
 
Given the low interest rate environment and the commensurate low yields experienced in the current 
institutional money market mutual fund with Northern Trust, the PERS Investment Subcommittee has 
expressed an interest in exploring alternative investment options for the Account to generate 
incremental income without taking on undue risk given the importance of maintaining the capital 
preservation objective. Another consideration in exploring alternatives to an all cash allocation is the 
absence of any large liquidity needs prior to the end of the current Sanford Health Plan contract as of 
6/30/17. 
 

ND Group Insurance Policy Allocation Proposal: 
 
With the aforementioned goals and constraints in mind, Staff identified an alternative policy allocation 
that addresses the desire for incremental yield over an all-cash policy mix while minimizing interest 
rate risk. Staff proposes the following policy allocation changes on behalf of the NDPERS Group 
Insurance Account:  
 

1. The reduction of the cash equivalents allocation from 100% to 50%; and 
 

2. The inclusion of an allocation to short term fixed income at a weighting of 50%. 
 

Recommendation Rationale: 
 
By lowering the cash equivalent policy allocation and adding an equivalent allocation to short term 
fixed income the following objectives are met: 
 



1. Current yield enhancement is in excess of 1% as compared to the existing money market 
mutual fund. 
 

2. High average credit quality is maintained at AA+. 
 

3. The effective duration of the proposed allocation is slightly under one year, which is a prudent 
level in light of a potential liquidity event at the end of the contract period. The allocation to 
short term fixed income can be reduced in advance of June 30, 2017 to coincide with the 
potential liquidity needs of the Account. 
 

4. The Account benefits from pooling with the Budget Stabilization Fund through the realization of 
a low management fee of 11 basis points accessed through an existing Short Term Fixed 
Income mandate with JP Morgan. 

 
Performance and portfolio statistics for the existing Northern Trust money market fund, JP Morgan 
Short Term Bond mandate, and the proposed allocation can be summarized as follows: 
 

Total Returns
as of 9/30/15

1 Year 2 Years 3 Years 4 Years
Total Fund - PERS Grp Ins 0.01% 0.01% 0.08% 0.13%
ND IT - JPM Sht Tm Bd 1.40% 1.25% 0.95% 1.25%
NDPERS Group Insurance Proposed 0.71% 0.63% 0.52% 0.69%

Portfolio Statistics
as of 9/30/15

Current 
Yield

Effective 
Duration

Weighted 
Average Life

Average 
Quality Mgmt Fee

Total Fund - PERS Grp Ins 0.01% 0.12 0.26 AAA 0.35%
ND IT - JPM Sht Tm Bd 2.12% 1.78 1.91 AA 0.11%
NDPERS Group Insurance Proposed 1.07% 0.95 1.09 AA+ 0.23%  

 

RIO Staff Recommendation: 
 
Staff proposes that the NDPERS Group Insurance Account policy allocation be revised to 50% 
cash equivalents and 50% short term fixed income. 
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NDPERS GROUP INSURANCE ACCOUNT 

INVESTMENT OBJECTIVES AND POLICY GUIDELINES 
 
 

 
1. FUND CHARACTERISTICS AND CONSTRAINTS. 
 

The ND Public Employees Retirement System (PERS) Group Insurance Account (Fund) was established to hold 
insurance premiums collected from employers until paid to the insurance carrier. 

 
 
2. RESPONSIBILITIES AND DISCRETION OF THE STATE INVESTMENT BOARD (SIB). 
 

PERS has entered into a contract with the SIB for investment services as allowed under NDCC 21-10-06. It is the 
responsibility of PERS to establish policies on investment goals and asset allocation of the Funds. The SIB is charged 
with implementing these policies and asset allocation and investing the assets of the Funds 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, 
performance objectives appropriate to the prudent investor rule and objectives of the funds participating in the 
pools. 

 
The SIB may delegate investment responsibility to professional money managers.  Where a money manager has 
been retained, the SIB’s role in determining investment strategy and security selection is supervisory, not 
advisory. 

 
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. 
 

Premiums are collected throughout the month at PERS and will be forwarded to the Fund investment account on 
the 1st and 15th of each month. The premiums transferred into the investment account will be transferred back to 
PERS on approximately the 22nd of each month so they may be remitted to the insurance carrier. The investment 
objective of the Fund is to maximize the return on the deposits within the short-term time-frame involved. 

 
 
4.  STANDARDS OF INVESTMENT PERFORMANCE. 
 

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 defined as the 90-day 

Treasury bill. 
 
b. The Fund annual standard deviation of total returns should not materially exceed that of the policy portfolio. 
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5.  POLICY AND GUIDELINES. 
 

The asset allocation of the Fund is established by PERS, with input from the SIB. 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           95% (allocation not to exceed $36 million) 
       Cash Equivalents                 1005%           

 
This cash will be held in an enhanced money market account at the Fund’s custodian. 

 
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. Derivatives use will be monitored to ensure that undue risks are not taken by managers. 
 
c.   No transaction shall be made which threatens the tax exempt status of the Fund. 
 
d.   All assets will be held in custody by the SIB’s master custodian or such other custodians as are acceptable to 

the SIB. 
 
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. Economically targeted investing is prohibited unless the investment meets the Exclusive Benefit Rule.   
 

 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 Board's policy favors 
investments which will have a positive impact on the economy of North Dakota. 
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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: 
 
 NDPERS     STATE INVESTMENT BOARD 
 
 
                                                                                                                
 J. Sparb Collins     David Hunter 
 Executive Director, NDPERS   Executive Director/CIO, RIO   
 
  
 
 Date: _____________________   Date: _____________________ 
 
 
Approved by NDSIB 11-21-2014 
Approved by NDPERS Board 10-23-2014 
Reviewed by NDPERS Investment Subcommittee 8-23-2014 
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North Dakota State Investment

Board Pension Funds

Investment Measurement Service

Quarterly Review

The following report was prepared by Callan Associates Inc. ("CAI") using information from sources that include the following: fund trustee(s); fund

custodian(s); investment manager(s); CAI computer software; CAI investment manager and fund sponsor database; third party data vendors; and other outside

sources as directed by the client. CAI assumes no responsibility for the accuracy or completeness of the information provided, or methodologies employed, by

any information providers external to CAI. Reasonable care has been taken to assure the accuracy of the CAI database and computer software. Callan does

not provide advice regarding, nor shall Callan be responsible for, the purchase, sale, hedge or holding of individual securities, including, without limitation

securities of the client (i.e., company stock) or derivatives in the client’s accounts. In preparing the following report, CAI has not reviewed the risks of individual

security holdings or the conformity of individual security holdings with the client’s investment policies and guidelines, nor has it assumed any responsibility to do

so. Advice pertaining to the merits of individual securities and derivatives should be discussed with a third party securities expert. Copyright 2015 by Callan

Associates Inc.
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Market Overview
Active Management vs Index Returns

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

Range of Separate Account Manager Returns by Asset Class
One Quarter Ended September 30, 2015
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(31) (11)
(44)

(87)

10th Percentile (4.89) (7.88) 1.47 1.86 4.16 0.22
25th Percentile (6.42) (8.76) 1.30 0.67 3.61 0.16

Median (8.09) (10.02) 1.10 0.41 2.92 0.09
75th Percentile (10.37) (11.32) 0.84 (1.35) 2.15 0.04
90th Percentile (12.91) (12.47) 0.59 (4.45) 0.93 0.01

Index (6.44) (10.23) 1.23 1.71 3.09 0.01

Range of Separate Account Manager Returns by Asset Class
One Year Ended September 30, 2015
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25th Percentile 3.59 (4.53) 3.34 (7.48) 18.86 0.65

Median 0.16 (6.86) 3.00 (7.99) 14.12 0.43
75th Percentile (2.85) (9.40) 2.61 (8.73) 10.64 0.24
90th Percentile (7.20) (11.80) 2.15 (9.46) 4.91 0.10

Index (0.61) (8.66) 2.94 (7.01) 13.48 0.02
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Πυβλιχ ςολατιλιτψ,  

Πριϖατε Σλοωδοων    

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

Πυβλιχ mαρκετ ϖολατιλιτψ 

δαmπενεδ πριϖατε εθυιτψ 

αχτιϖιτψ. Φυνδραισινγ, νεω 

ινϖεστmεντ, ανδ ΙΠΟσ φελλ φορ βοτη 

βυψουτ ανδ ϖεντυρε. Τηε νυmβερ οφ 

βυψουτ τρανσαχτιονσ χλοσεδ ανδ ϖεν−

τυρε Μ&Α εξιτσ ινχρεασεδ. Τηισ θυαρ−

τερ�σ χηανγε ισ α σηαρπ ρεϖερσαλ φροm 

τηε εβυλλιεντ σεχονδ θυαρτερ.

 

Στυmβλινγ Dραγον   

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ

Χονχερνσ οϖερ Χηινα�σ 

γροωτη ανδ φαλλινγ χοm−

mοδιτψ πριχεσ ηαmmερεδ 

νον−Υ.Σ. εθυιτψ ρετυρνσ ιντο νεγα−

τιϖε τερριτορψ. Τηε δεϖελοπεδ ωορλδ 

(ΜΣΧΙ Wορλδ εξ ΥΣΑ: −10.57%) 

mαψ ηαϖε ουτπερφορmεδ εmεργ−

ινγ mαρκετσ (ΜΣΧΙ Εmεργινγ 

Μαρκετσ: −17.78%), βυτ στιλλ λοστ 

γρουνδ.

 

Dραγ Με Dοων 

ΗΕDΓΕ ΦΥΝDΣ

Αφτερ α mοδεστ ρεβουνδ 

ιν τηε πριορ θυαρτερ, 

χοmmοδιτψ πριχεσ λεδ βψ 

οιλ ρεσυmεδ τηειρ σεχυλαρ δεχλινε. 

Ρεπρεσεντινγ αχτυαλ ηεδγε φυνδ 

πορτφολιοσ, τηε mεδιαν mαναγερ 

ιν τηε Χαλλαν Ηεδγε Φυνδ−οφ−

Φυνδσ Dαταβασε σλιππεδ 3.30%, 

νετ οφ αλλ φεεσ.

 

Staying Aloat
DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

The average deined 
χοντριβυτιον πλαν mαν−

αγεδ το αϖοιδ λοσσεσ ιν 

τηε σεχονδ θυαρτερ οφ 2015�βυτ 

ϕυστ βαρελψ. Πλαν βαλανχεσ εξπερι−

ενχεδ α σλιγητ ινχρεασε (+0.26%) 

δριϖεν πριmαριλψ βψ παρτιχιπαντ 

inlows. 

 

Μ&Α, Ηερε το Σταψ? 

ΡΕΑΛ ΕΣΤΑΤΕ

Τηε ΝΧΡΕΙΦ Προπερτψ 

Ινδεξ αδϖανχεδ 3.09%, 

ρεχορδινγ α 1.22% 

ινχοmε ρετυρν ανδ α 1.87% αππρε−

χιατιον ρετυρν. Τηε ΦΤΣΕ ΕΠΡΑ/

ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ Ινδεξ 

(ΥΣD) δεχλινεδ 1.42%; δοmεστιχ 

ΡΕΙΤσ ινχρεασεδ (ΦΤΣΕ ΝΑΡΕΙΤ 

Εθυιτψ ΡΕΙΤσ: 2.00%).

Τηε Ηοmε Πορτ ισ  

Σαφεστ ιν α Στορm

ΦΥΝD ΣΠΟΝΣΟΡ

Συπεριορ Υ.Σ. εθυιτψ 

ρετυρνσ ανδ α στρονγ δολ−

λαρ ηαϖε βεεν τηε δριϖερσ 

οφ δοmεστιχ δοmινανχε. Ψετ αλλ φυνδ 

τψπεσ λαγγεδ, ωιτη διφφερενχεσ παρ−

τιαλλψ εξπλαινεδ βψ ασσετ αλλοχατιονσ: 

ixed income bolstered corporates, 
ωηιλε ποορ αλτερνατιϖε ανδ ηεδγε 

φυνδ περφορmανχε ηυρτ Ε&Φσ. 

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ 

Τηιρδ Θυαρτερ 2015

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, Bloomberg, Citigroup, Credit Suisse Hedge Index, Merrill Lynch, MSCI, 

NCREIF, Russell Investment Group

1.23%

1.71%

3.09%

-2.53%

0.01%

-14.48%

-7.25%

-12.10%

-17.78%

 

Νοσεδιϖε   

Υ.Σ. ΕΘΥΙΤΨ

The irst negative quar−
τερ φορ Υ.Σ. εθυιτιεσ σινχε 

2012 ηαδ α σεεmινγλψ 

σολιδ σταρτ, βυτ τοοκ α νοσεδιϖε ιν 

τηε σεχονδ ηαλφ. Αλλ χαπιταλιζατιονσ 

δεχλινεδ�τηε διϖεργενχε βετωεεν 

σmαλλ ανδ λαργε χαπ ωασ mεανινγ−

φυλ (Ρυσσελλ 2000: −11.92% ανδ 

Ρυσσελλ 1000: −6.83%).

 

Μαδε ιν Χηινα  

ΕΧΟΝΟΜΨ

Τηε γλοβαλ εχονοmιχ 

ρεχοϖερψ λοστ mοmεν−

τυm ιν τηε τηιρδ θυαρτερ, 

σηακεν βψ τηε ποτεντιαλ φορ χρισισ ιν 

Χηινα. Τηε Φεδ βαχκεδ αωαψ φροm 

ραισινγ ιντερεστ ρατεσ ιν Σεπτεmβερ, 

χιτινγ υνχερταιντψ ιν τηε χαπιταλ mαρ−

κετσ ανδ σοφτενινγ εχονοmιχ δατα.

6
Π Α Γ Ε

2
Π Α Γ Ε

19
Π Α Γ Ε

 

Λονγερ το Λιφτοφφ 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ

Τηε Υ.Σ. βονδ mαρκετ 

ρεϖερσεδ χουρσε ωιτη 

ιντερεστ ρατεσ φαλλινγ ανδ 

Τρεασυριεσ ρισινγ. Σπρεαδ σεχ−

τορσ γενεραλλψ υνδερπερφορmεδ 

ασ σπρεαδσ ωιδενεδ. Τηε ψιελδ 

curve lattened. The Βαρχλαψσ 

Αγγρεγατε γαινεδ 1.23%, βυτ τηε 

Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ 

σλιδ 4.86%.

9
Π Α Γ Ε

4
Π Α Γ Ε

 

Ρεδ Σχαρε

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ 

Γλοβαλ βονδ mαρκετσ ηαδ 

mιξεδ ρεσυλτσ ιν τηε τηιρδ 

θυαρτερ. Τηε δεϖελοπεδ 

mαρκετ−φοχυσεδ Χιτι Νον−Υ.Σ. 

WΓΒΙ Ινδεξ inished at +1.71%. 
Εmεργινγ mαρκετ σοϖερειγνσ ωερε 

πλαγυεδ βψ ρισκ αϖερσιον ανδ νεγα−

τιϖε χυρρενχψ εφφεχτσ (ϑΠΜ ΕΜΒΙ 

Global Diversiied: −1.71%). 

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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Μαδε ιν Χηινα 

ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

Τηε γλοβαλ εχονοmιχ ρεχοϖερψ λοστ mοmεντυm ιν τηε τηιρδ θυαρ−

τερ, σηακεν βψ τηε ποτεντιαλ φορ χρισισ ιν Χηινα. Εθυιτψ πριχεσ χολ−

λαπσεδ ιν Χηινα, ανδ τηε Χηινεσε γοϖερνmεντ πυλλεδ ουτ αλλ τηε 

στοπσ�ινχλυδινγ βυψινγ στοχκ ανδ χυττινγ ιντερεστ ρατεσ�το σλοω 

the decline, put a loor under the equity market, and calm fears. 
Τηε στοχκ mαρκετ επισοδε ραισεδ φεαρσ τηατ τηε γρεατερ Χηινεσε 

economy was in peril. Global inancial markets were shocked, 
ανδ εθυιτιεσ φελλ σηαρπλψ, ωηιλε ηιγη−θυαλιτψ γοϖερνmεντ βονδσ 

ραλλιεδ. Εmεργινγ mαρκετσ τοοκ αν εσπεχιαλλψ ηαρδ ηιτ. Εmεργινγ 

εχονοmιεσ τψπιχαλλψ ηαϖε mυχη χλοσερ τιεσ το τηε Χηινεσε 

εχονοmψ τηαν δο Ευροπε ορ τηε Υ.Σ., δυε ιν παρτ το α ηεαϖψ 

ρελιανχε ον τηε χοmmοδιτιεσ Χηινα χονσυmεσ. Χοmπλετινγ τηε 

τριπλε ωηαmmψ φορ εmεργινγ mαρκετσ ισ τηε περχειϖεδ ϖυλνερ−

αβιλιτψ το α ρισε ιν Υ.Σ. ιντερεστ ρατεσ, ανδ χονχερν συρρουνδινγ 

Υ.Σ. mονεταρψ πολιχψ ωηιχη ρεαχηεδ α φεϖερ πιτχη ασ τηε συm−

mερ βεγαν. Τηε εmεργινγ mαρκετ εθυιτψ σελλ−οφφ ιν ϑυλψ, Αυγυστ, 

ανδ Σεπτεmβερ ωασ χλεαρλψ Μαδε ιν Χηινα. Τηε φεαρ τηατ τηε 

Χηινεσε εχονοmψ mαψ βε ον τηε εδγε οφ αν αβψσσ λεδ το φυρτηερ 

χονχερν τηατ τηε Χηινεσε γοϖερνmεντ ωουλδ εmβαρκ ον α ρουνδ 

οφ χοmπετιτιϖε δεϖαλυατιον. ςιρτυαλλψ αλλ εmεργινγ χυρρενχιεσ 

δεπρεχιατεδ αγαινστ τηε δολλαρ�ψετ σοmε δεϖελοπεδ χυρρενχιεσ 

αππρεχιατεδ ιν εξπεχτατιον οφ α Υ.Σ. ιντερεστ ρατε ινχρεασε.

Βψ τηε ενδ οφ τηε θυαρτερ, mαρκετσ ηαδ σταβιλιζεδ, ανδ τηε ωορστ 

φεαρσ αβουτ Χηινα διδ νοτ mατεριαλιζε. Ηοωεϖερ, τηε σηοχκ τηατ 

ραττλεδ ινϖεστορσ αλσο ραττλεδ βυσινεσσεσ ανδ εχονοmιχ αχτιϖ−

ιτψ βεγαν το σηοω σιγνσ οφ σλοωινγ φολλοωινγ α στρονγ σεχονδ 

θυαρτερ. Τηε Φεδ βαχκεδ αωαψ φροm ραισινγ ιντερεστ ρατεσ ιν 

Σεπτεmβερ, χιτινγ υνχερταιντψ ιν τηε χαπιταλ mαρκετσ ανδ σοφτεν−

ινγ εχονοmιχ δατα. Ρεαλ ΓDΠ γροωτη ιν τηε Υ.Σ. ωασ ρεϖισεδ 

υπ το 3.9% φροm 3.7% ιν τηε σεχονδ θυαρτερ, φυελεδ ιν παρτ βψ 

χοντινυεδ στρενγτη ιν τηε ϕοβ mαρκετ, σολιδ χονσυmερ σπενδινγ, 

ανδ ωηατ τυρνεδ ουτ το βε αν υνσυσταιναβλε ρυν−υπ ιν ινϖεντο−

ριεσ. ΓDΠ χαmε ιν ατ 1.5%, πυλλεδ δοων λαργελψ βψ τηε ρεϖερ−

σαλ ιν ινϖεντοριεσ. ΓDΠ εστιmατεσ σοφτενεδ ασ ϕοβ mαρκετ δατα 

began to unravel, irst with substantial downward revisions in 
ϑυλψ ανδ Αυγυστ, ανδ τηεν ωιτη α φρανκλψ δισαπποιντινγ γαιν οφ 

142,000 ιν Σεπτεmβερ. Υντιλ Σεπτεmβερ, τηε Υ.Σ. ϕοβ mαχηινε 

ωασ γενερατινγ αν αϖεραγε οφ 198,000 περ mοντη, χοmπαρεδ 

το α ροβυστ 260,000 δυρινγ 2014.

Οδδλψ ενουγη, τηε υνεmπλοψmεντ ρατε ηελδ χονσταντ ατ 5.1% 

δυρινγ τηε θυαρτερ δεσπιτε τηε σλοωδοων ιν ϕοβ χρεατιον, ρεαχη−

ινγ τηε λοωεστ ρατε σινχε Απριλ 2008. Τηε ρεασον φορ τηε στεαδψ 

υνεmπλοψmεντ ρατε ισ ανοτηερ δεχλινε ιν τηε λαβορ φορχε; τηε 

παρτιχιπατιον ρατε ισ νοω δοων το 62.4%, τηε λοωεστ ρατε σινχε 

1977! Ονε πιεχε οφ γοοδ νεωσ ισ τηατ τηε βροαδερ �Υ−6� mεα−

συρε οφ υνεmπλοψmεντ, ωηιχη ινχλυδεσ πεοπλε λοοκινγ φορ ωορκ, 
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restricted to part-time, or discouraged from inding work, and 
βεχοmινγ ιναχτιϖε, φελλ το 10% ιν Σεπτεmβερ, δοων φροm 11.7% 

ονε ψεαρ εαρλιερ. Τηισ �υνδερεmπλοψmεντ� ρατε πεακεδ νορτη οφ 

16% ιν 2010. Φοχυσ ρεmαινσ ον τηε υνεmπλοψmεντ ρατε σινχε 

the Fed identiied it as a potential trigger for raising interest 
ρατεσ. Τηε 5.1% χυρρεντ ρατε ισ νοω ωελλ βελοω τηε ταργετ ιδεν−

tiied by Fed Chair Janet Yellen, and in fact is at the level at 
ωηιχη τηε Φεδ λαστ βεγαν α χψχλε οφ ραισινγ ιντερεστ ρατεσ ιν 

2004. Τηε ρελυχτανχε το ραισε ιντερεστ ρατεσ χοmεσ ιν παρτ φροm 

τηε αργυmεντ τηατ τηε υνεmπλοψmεντ ρατε ισ λοω φορ τηε ωρονγ 

ρεασονσ, ι.ε., λαβορ φορχε παρτιχιπατιον συππρεσσεδ βψ εχονοmιχ 

weakness. The reluctance may also relect hesitancy stem−

mινγ φροm α λαχκ οφ εξπεριενχε�ιτ�σ βεεν 11 ψεαρσ σινχε τηε 

Φεδ λαστ εmβαρκεδ ον α χψχλε οφ ραισινγ ιντερεστ ρατεσ! Τηε λαστ 

τιmε τηε Φεδ βεγαν συχη α χψχλε, τηε ιΠηονε διδ νοτ εξιστ, νορ 

διδ Τωιττερ ορ ΨουΤυβε.

Σεχονδ θυαρτερ χονσυmερ σπενδινγ ωασ ρεϖισεδ υπ το 3.6% 

γροωτη, ανδ χαmε ιν ατ 3.2% φορ τηε τηιρδ θυαρτερ, χλεαρλψ ονε 

σιγν οφ χοντινυινγ εχονοmιχ στρενγτη. Ηοωεϖερ, χονσυmερ δατα 

δυρινγ τηε θυαρτερ ωερε mιξεδ. Φαλλινγ γασολινε πριχεσ εναβλεδ 

χονσυmερσ το σηιφτ σπενδινγ ελσεωηερε, ανδ φυελεδ στρονγ 

δεmανδ φορ χαρσ ανδ λιγητ τρυχκσ. Χουντερινγ τηισ γοοδ νεωσ, 

τηε δισαπποιντινγ ϕοβσ ρεπορτ ιν Σεπτεmβερ χοmβινεδ ωιτη συm−

mερτιmε mαρκετ ϖολατιλιτψ δαmπενεδ χονσυmερσ� mοοδσ, ανδ 

χονσυmερ σεντιmεντ δροππεδ δυρινγ εαχη mοντη οφ τηε θυαρτερ.

Τηε δολλαρ κεεπσ χλιmβινγ, ασ τηε Υ.Σ. ρεmαινσ τηε βεαχον οφ 

γροωτη ανδ σταβιλιτψ ιν τηε τυρβυλενχε οφ τηε γλοβαλ εχονοmψ. Τηε 

δολλαρ ηασ σεεν γαινσ οϖερ τηε παστ ψεαρ αγαινστ βοτη δεϖελ−

οπεδ ανδ εmεργινγ χυρρενχιεσ, ανδ αγαινστ βοτη mαϕορ τραδινγ 

παρτνερσ ανδ �οτηερ ιmπορταντ� τραδινγ παρτνερσ. Τηισ χυρρενχψ 

αππρεχιατιον, αλονγ ωιτη ωεακ γροωτη αβροαδ ανδ λοωερ οιλ 

πριχεσ (ωηιχη ηαϖε σηαρπλψ ρεδυχεδ Υ.Σ. εξπορτσ οφ πετρολευm 

προδυχτσ), ηασ πυλλεδ ψεαρ−το−δατε εξπορτσ δοων βψ αλmοστ ∃1 

trillion. While consumer spending remains strong even as coni−

δενχε ισ τεστεδ βψ τηε ρεαππεαρανχε οφ γλοβαλ mαρκετ ϖολατιλιτψ, 

ινϖεντορψ ρεδυχτιον ανδ νετ εξπορτσ προϖιδεδ α σεριουσ δραγ το 

τηιρδ−θυαρτερ ΓDΠ γροωτη.

Τηε Λονγ−Τερm ςιεω  

2015

3ρδ Θτρ

Περιοδσ ενδεδ Dεχεmβερ 31, 2014

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

Υ.Σ. Εθυιτψ

Ρυσσελλ 3000 −7.25 12.56 15.63 7.94 9.78

Σ&Π 500 −6.44 13.69 15.45 7.67 9.62

Ρυσσελλ 2000 −11.92 4.89 15.55 7.77 9.75

Νον−Υ.Σ. Εθυιτψ

ΜΣΧΙ ΕΑΦΕ −10.23 −4.90 5.33 4.43 4.31

ΜΣΧΙ Εmεργινγ Μαρκετσ −17.78 −1.82 2.11 8.78 8.83

Σ&Π Εξ−Υ.Σ. Σmαλλ Χαπ −7.85 −3.42 8.52 6.84 5.48

Φιξεδ Ινχοmε

Βαρχλαψσ Αγγρεγατε 1.23 5.97 4.45 4.71 6.49

90−Dαψ Τ−Βιλλ 0.01 0.03 0.09 1.54 3.24

Βαρχλαψσ Λονγ Γ/Χ 2.18 19.31 9.81 7.36 8.49

Χιτι Νον−Υ.Σ. Γοϖτ 1.71 −2.68 0.85 2.64 6.21

Ρεαλ Εστατε

ΝΧΡΕΙΦ Προπερτψ 3.09 11.82 12.13 8.38 7.61

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 2.00 30.14 16.88 8.31 11.25

Αλτερνατιϖεσ

ΧΣ Ηεδγε Φυνδ −2.53 4.13 5.88 5.82 −−

Χαmβριδγε ΠΕ∗ −− 22.92 17.41 14.02 15.56

Βλοοmβεργ Χοmmοδιτψ −14.47 −17.01 −5.53 −1.86 −−

Γολδ Σποτ Πριχε −4.83 −1.51 1.55 10.45 4.38

Inlation � ΧΠΙ−Υ −0.29 0.76 1.69 2.12 2.52

*Private equity data is time-weighted return for period ended December 31, 2014.

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

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

Ρεχεντ Θυαρτερλψ Ινδιχατορσ

Εχονοmιχ Ινδιχατορσ 3Θ15 2Θ15 1Θ15 4Θ14 3Θ14 2Θ14 1Θ14 4Θ13

Εmπλοψmεντ Χοστ�Τοταλ Χοmπενσατιον Γροωτη 2.0% 2.0% 2.6% 2.2% 2.2% 2.0% 1.8% 2.0%

Νονφαρm Βυσινεσσ�Προδυχτιϖιτψ Γροωτη −0.2%∗ 3.3% −1.1% −2.2% 3.1% 2.8% −3.5% 3.5%

ΓDΠ Γροωτη 1.5% 3.9% 0.6% 2.1% 4.3% 4.6% −0.9% 3.8%

Μανυφαχτυρινγ Χαπαχιτψ Υτιλιζατιον 76.1% 75.9% 75.9% 76.2% 75.7% 75.1% 74.2% 74.2%

Χονσυmερ Σεντιmεντ Ινδεξ (1966=100)  90.8  94.2  95.5  89.8  83.0  82.8  80.9  76.9 

*Estimate

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, IHS Economics, Reuters/University of  Michigan 
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Τηε Ηοmε Πορτ ισ Σαφεστ ιν α Στορm

ΦΥΝD ΣΠΟΝΣΟΡ |  Κεϖιν Ναγψ

Εθυιτψ mαρκετσ ωερε ηαmmερεδ βψ χονχερν οϖερ Χηινα�σ σλοω−

ινγ γροωτη ανδ φαλλινγ χοmmοδιτψ πριχεσ δυρινγ τηε τηιρδ θυαρ−

ter, while ixed income markets managed to remain positive 
δεσπιτε τηε γλοβαλ τυρmοιλ. Μορε σενσιτιϖε το Χηινα, νον−Υ.Σ. 

εθυιτψ mαρκετσ (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Ινδεξ: −12.10%) συφφερεδ 

mορε τηαν ιτσ Υ.Σ. χουντερπαρτ (Ρυσσελλ 3000 Ινδεξ: −7.25%). 

U.S. and foreign ixed income stayed in the black, with foreign 
βονδσ σλιγητλψ αηεαδ (Βαρχλαψσ Αγγρεγατε: +1.23%, Χιτι Νον−

Υ.Σ. Wορλδ Γοϖερνmεντ Βονδ Ινδεξ−Υνηεδγεδ: +1.71%).

Ασ σεεν ιν τηε Χαλλαν Φυνδ Σπονσορ Θυαρτερλψ Ρετυρνσ χηαρτ, 

αλλ φυνδ τψπεσ λοστ γρουνδ. Ταφτ−Ηαρτλεψ (−4.19%) ανδ χορπορατε 

(−4.29%) πλανσ ωερε τηε βεστ περφορmερσ ατ τηε mεδιαν; ενδοω−

mεντσ ανδ φουνδατιονσ (−5.38%) ωερε τηε ωορστ. Dισπερσιον 

ωασ ωιδεστ ατ τηε 10τη περχεντιλε�χορπορατε πλανσ (−1.24%) 

φαρεδ νοτιχεαβλψ βεττερ τηαν πυβλιχ πλανσ (−3.61%). Τηε βοττοm 

δεχιλε φεατυρεδ τηε σmαλλεστ δισπερσιον: Ταφτ−Ηαρτλεψ (−5.78%) 

πλανσ συφφερεδ βυτ ενδοωmεντ/φουνδατιονσ (−6.63%) ωερε 

ηαρδεστ ηιτ.

Dιφφερενχεσ αmονγ τηε φυνδ τψπεσ χαν βε παρτιαλλψ εξπλαινεδ 

by asset allocations. Taft-Hartley funds beneitted from less 
εξποσυρε το νον−Υ.Σ. εθυιτψ ανδ λαργερ ρεαλ εστατε αλλοχατιονσ 

ϖερσυσ οτηερ φυνδ τψπεσ. Ενδοωmεντ/φουνδατιονσ ωερε νεγα−

tively affected by small relative allocations to ixed income 
ανδ ηιγη αλλοχατιονσ το ϖολατιλιτψ−σενσιτιϖε νον−Υ.Σ. εθυιτψ, 

αλτερνατιϖεσ, ανδ φυνδ−οφ−φυνδσ. Χορπορατε πλανσ� λαργε Υ.Σ. 

ixed income allocations—perhaps due to liability-driven 
ινϖεστmεντσ�ηελπεδ ποστ τηε βεστ ρετυρνσ ιν τηε τοπ θυαρτιλε. 

Ταφτ−Ηαρτλεψ πλανσ χοντινυε το βε τηε τοπ περφορmερσ ιν τηε νεαρ− 

το mιδ−τερm (+0.76%, +7.49%, ανδ +8.01% φορ τηε τραιλινγ ονε−, 

three-, and ive-year time periods, respectively). Corporate 

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Πυβλιχ Dαταβασε −4.87 −2.54 −0.52 6.91 7.55 5.71

Χορπορατε Dαταβασε −4.29 −2.91 −0.61 6.31 7.55 5.91

Ενδοωmεντσ/Φουνδατιονσ Dαταβασε −5.38 −3.04 −1.84 6.43 7.03 5.56

Ταφτ−Ηαρτλεψ Dαταβασε −4.19 −1.53 0.76 7.49 8.01 5.46

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

Ασσετ Αλλοχατορ Στψλε −4.15 −3.12 0.39 7.02 7.84 5.99

Υ.Σ. Βαλανχεδ Dαταβασε −5.84 −3.86 −1.82 7.24 8.06 5.64

Γλοβαλ Βαλανχεδ Dαταβασε −5.77 −4.01 −2.91 4.37 5.46 5.44

60% Ρυσσελλ 3000 + 40% Βαρχλαψσ Αγγ −3.86 −2.78 0.98 8.22 9.42 6.43

60% ΜΣΧΙ Wορλδ + 40% Βαρχλαψσ Γλβλ Αγγ −4.73 −4.41 −4.23 4.49 5.40 4.60

*Returns less than one year are not annualized.

Sources: Callan, Barclays, MSCI, Russell Investment Group
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Χαλλαν Φυνδ Σπονσορ Ρετυρνσ φορ τηε Θυαρτερ
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ΦΥΝD ΣΠΟΝΣΟΡ (Χοντινυεδ)

φυνδσ ρεταινεδ τηε λεαδ ιν τηε 10−ψεαρ περιοδ (+5.91%). Πυβλιχ 

φυνδσ (−2.54% ψεαρ−το−δατε) στρυγγλεδ ιν τηε mοστ ρεχεντ θυαρ−

τερ ανδ τραιλεδ Ταφτ−Ηαρτλεψ φυνδσ (−1.53% ψεαρ−το−δατε). Ποορ 

ηεδγε φυνδ ανδ οτηερ αλτερνατιϖεσ� περφορmανχε χοντριβυτεδ το 

ενδοωmεντ/φουνδατιονσ� ποορ σηοωινγ αχροσσ αλλ τιmε περιοδσ.

Α 60% Ρυσσελλ 3000 + 40% Βαρχλαψσ Αγγρεγατε (−3.86%) 

Βενχηmαρκ ηασ ουτπερφορmεδ τηε 60% ΜΣΧΙ Wορλδ + 40% 

Βαρχλαψσ Γλοβαλ Αγγρεγατε Βενχηmαρκ (−4.73%) ιν εϖερψ τιmε 

περιοδ σηοων γοινγ βαχκ φορ 15 ψεαρσ. Συπεριορ Υ.Σ. εθυιτψ 

ρετυρνσ ανδ α στρονγ δολλαρ ηαϖε βεεν τηε mαιν δριϖερσ οφ Υ.Σ. 

ϖσ. νον−Υ.Σ. δοmινανχε. Τηε στορψ ισ σιmιλαρ αmονγ Χαλλαν�σ 

βαλανχεδ mαναγερ δαταβασε γρουπσ�τηε Χαλλαν Υ.Σ. 

Βαλανχεδ γρουπ (−5.84%) ουτπερφορmεδ τηε Γλοβαλ Βαλανχεδ 

γρουπ (−5.77%) ιν εϖερψ περιοδ εξχεπτ τηε mοστ ρεχεντ θυαρτερ. 

*Latest median quarter return.

Source: Callan
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Source: Russell Investment Group

Νοσεδιϖε 

Υ.Σ. ΕΘΥΙΤΨ |  Λαυρεν Ματηιασ, ΧΦΑ 

The irst negative quarter for U.S. equities since 2012 had a seem−

ινγλψ σολιδ σταρτ, βυτ τοοκ α νοσεδιϖε ιν Αυγυστ ανδ Σεπτεmβερ. 

Μαχροεχονοmιχ ισσυεσ δροϖε τηε συλλεν ρεσυλτσ, ινχλυδινγ 

Χηινα�σ ωεακενινγ εχονοmψ, τηε Φεδ�σ δελαψ οφ ιντερεστ ρατε 

ινχρεασεσ, ανδ χοmmοδιτψ πριχε δεχλινεσ. Τηε Υ.Σ. εχονοmψ 

is exhibiting some vigor—consumer conidence remained high 
ανδ φυελεδ σπενδινγ; εmπλοψmεντ σηοωεδ στρενγτη ωιτη ρεχορδ−

λοω ϕοβλεσσ χλαιmσ; ανδ ηουσινγ αππεαρεδ σολιδ ωιτη νεω ηοmε 

σαλεσ ατ ηεαλτηψ λεϖελσ. Ενεργψ πριχεσ ιmπαχτεδ τηε ενϖιρονmεντ 

νεγατιϖελψ ανδ ποσιτιϖελψ�χοmmοδιτψ−ρελατεδ χοmπανιεσ φελτ 

παιν ωηιλε χονσυmερσ φελτ ωεαλτηιερ. 

Υνδερλψινγ Υ.Σ. φυνδαmενταλσ ωερε ιmπαχτεδ βψ τουγη γλοβαλ 

mαρκετσ. Τηε στρονγ Υ.Σ. δολλαρ χηαλλενγεδ δοmεστιχ χοmπα−

νιεσ� αβιλιτψ το γροω, νεγατιϖελψ αφφεχτινγ εαρνινγσ ανδ εξπεχ−

τατιονσ γοινγ φορωαρδ. ςολατιλιτψ οφ στοχκσ, ασ mεασυρεδ βψ 

τηε δαιλψ ςΙΞ, πεακεδ φορ τηε ψεαρ ιν Αυγυστ ανδ ρεmαινεδ 

ελεϖατεδ τηρουγηουτ τηε θυαρτερ. Ατ τηε σαmε τιmε, στοχκ χορ−

ρελατιονσ αλσο ινχρεασεδ το αλmοστ τωο τιmεσ τηειρ λονγ−τερm 

αϖεραγε, mακινγ ιτ mορε χηαλλενγινγ φορ αχτιϖε mαναγερσ το 

navigate the decline. Asset lows continued to show a pref−
ερενχε φορ πασσιϖε, ωηιχη ρεmαινσ α σιζαβλε πορτιον οφ Υ.Σ. 

εθυιτψ ασσετσ υνδερ mαναγεmεντ.

Λαργε ανδ σmαλλ χαπ στοχκσ σηοωεδ στρονγ διϖεργενχε ιν 

ρετυρνσ (Ρυσσελλ 2000 Ινδεξ: −11.92% ανδ Ρυσσελλ 1000 

Ινδεξ: −6.83%) ωηιλε mιδ χαπ φελλ ιν βετωεεν (Ρυσσελλ Μιδχαπ 

Ινδεξ: −8.01%). Γροωτη mαινταινεδ ιτσ λεαδ οϖερ ϖαλυε ιν 

mοστ χαπιταλιζατιονσ, βυτ σmαλλ χαπ στοχκσ ωερε αν εξχεπτιον 

(Ρυσσελλ 2000 Γροωτη Ινδεξ: −13.06% ανδ Ρυσσελλ 2000 

ςαλυε Ινδεξ: −10.73%). Μιχρο χαπσ φαρεδ τηε ωορστ (Ρυσσελλ 

Μιχροχαπ Ινδεξ: −13.77%).

Σεχτορ−ωισε, λαργε χαπ Υτιλιτιεσ αλονε εσχαπεδ τηε σηοχκ, ανδ 

Ηεαλτη Χαρε, Ματεριαλσ, ανδ Ενεργψ βορε τηε βρυντ, παρτιχυλαρλψ 

ιν σmαλλ χαπ. Τηε mαγνιτυδε οφ Ηεαλτη Χαρε υνδερπερφορmανχε 

ωασ στρονγερ ιν σmαλλ χαπ δυε το βιοτεχηνολογψ, ρεσυλτινγ ιν 

σmαλλ χαπ γροωτη τραιλινγ ϖαλυε; τηε οπποσιτε ωασ τρυε ιν λαργε 

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

χαπ. Ιν γενεραλ, δεφενσιϖε αρεασ οφ τηε mαρκετ ηελδ υπ ασ ινϖεσ−

τορσ σηιφτεδ το α ρισκ−οφφ mενταλιτψ. Χοmmοδιτψ πριχε δεχλινεσ ανδ 

σλοω γλοβαλ γροωτη ωερε mαϕορ φαχτορσ βεηινδ Ματεριαλσ ανδ 

Ενεργψ ρεσυλτσ. Ασ ισ τψπιχαλ ιν ηιγη−ϖολατιλιτψ περιοδσ, λαργε χαπ 

ουτπερφορmεδ σmαλλ ανδ ηιγη θυαλιτψ βεατ λοω. 

The U.S. equity market experienced an incredibly dificult quar−
τερ, βυτ α φεω ποσιτιϖε γλιmmερσ σηονε τηρουγη: σεχονδ−θυαρτερ 

ΓDΠ ωασ ρεϖισεδ υπ το 3.9%, χονσυmερ σπενδινγ ινχρεασεδ, 

ανδ υνεmπλοψmεντ ωασ ατ ιτσ λοωεστ λεϖελ σινχε 2008. Τηουγη 

αχτιϖε mαναγεmεντ στρυγγλεδ ϖερσυσ τηε βενχηmαρκσ, ψεαρ−το−

δατε ρεσυλτσ αρε φαϖοραβλε. Τηε Υ.Σ. χοντινυεσ το βε τηε βεστ 

ηουσε ιν τηε γλοβαλ εχονοmψ�σ νειγηβορηοοδ. 

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

 10th Percentile  -3.94 -6.89 -7.54 -6.98

 25th Percentile  -4.54 -7.54 -10.10 -8.32

 Median  -5.46 -8.18 -11.84 -9.46

 75th Percentile  -6.16 -9.49 -14.03 -10.36

 90th Percentile  -7.48 -11.00 -15.44 -11.65

   R1000 Growth R1000 Value  R2000 Growth  R2000 Value

 Benchmark  -5.29 -8.39 -13.06 -10.73

Sources: Callan, Russell Investment Group
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Source: Russell Investment Group

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

Υ.Σ. Εθυιτψ Ινδεξ Χηαραχτεριστιχσ ασ οφ Σεπτεmβερ 30, 2015

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

Χαπ Ρανγε Μιν (∃mm)  1,163 8 175 175 8 8

Χαπ Ρανγε Μαξ (∃βν) 629.01 635.44 635.44 26.32 13.44 5.03

Νυmβερ οφ Ισσυεσ 503 2,981 1,025 824 2,470 1,952

% οφ Ρυσσελλ 3000 79% 100% 92% 28% 18% 8%

Wτδ Αϖγ Μκτ Χαπ (∃βν) 119.30 97.52 105.74 11.49 3.87 1.78

Πριχε/Βοοκ Ρατιο 2.5 2.4 2.5 2.3 2.0 1.9

Φορωαρδ Π/Ε Ρατιο 15.1 15.7 15.5 17.1 17.4 18.1

Dιϖιδενδ Ψιελδ 2.3% 2.2% 2.2% 1.9% 1.7% 1.6%

5−Ψρ Εαρνινγσ (φορεχαστεδ) 10.6% 11.3% 11.1% 11.9% 12.6% 13.7%

Sources: Russell Investment Group, Standard & Poor’s
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Λαργε Χαπ Χορε Στψλε −6.80 −4.93 −0.30 12.96 13.59 7.34

Λαργε Χαπ Γροωτη Στψλε −5.46 −1.12 3.94 13.76 13.91 8.17

Λαργε Χαπ ςαλυε Στψλε −8.18 −7.89 −3.76 12.29 12.63 6.65

Αγγρεσσιϖε Γροωτη Στψλε −6.60 −0.72 4.11 13.80 13.16 8.65

Χοντραριαν Στψλε −8.77 −8.50 −4.60 11.97 12.20 6.20

Ψιελδ−Οριεντεδ Στψλε −7.96 −9.32 −5.04 9.97 11.56 6.70

Ρυσσελλ 3000 −7.25 −5.45 −0.49 12.53 13.28 6.92

Ρυσσελλ 1000 −6.83 −5.24 −0.61 12.66 13.42 6.95

Ρυσσελλ 1000 Γροωτη −5.29 −1.54 3.17 13.61 14.47 8.09

Ρυσσελλ 1000 ςαλυε −8.39 −8.96 −4.42 11.59 12.29 5.71

Σ&Π Χοmποσιτε 1500 −6.69 −5.23 −0.30 12.43 13.30 6.93

Σ&Π 500 −6.44 −5.29 −0.61 12.40 13.34 6.80

ΝΨΣΕ −8.74 −7.88 −6.17 8.77 10.59 6.04

Dοω ϑονεσ Ινδυστριαλσ −6.98 −6.95 −2.11 9.26 11.38 7.17

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

Μιδ Χαπ Χορε Στψλε −6.99 −2.54 1.73 14.72 14.56 8.64

Μιδ Χαπ Γροωτη Στψλε −8.28 −2.58 2.79 13.38 13.21 8.77

Μιδ Χαπ ςαλυε Στψλε −8.49 −6.13 −0.63 13.86 13.26 8.31

Ρυσσελλ Μιδχαπ −8.01 −5.84 −0.25 13.91 13.40 7.87

Σ&Π ΜιδΧαπ 400 −8.50 −4.66 1.40 13.12 12.93 8.25

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

Σmαλλ Χαπ Χορε Στψλε −10.08 −4.39 3.61 13.92 14.36 7.90

Σmαλλ Χαπ Γροωτη Στψλε −11.84 −3.91 4.15 12.74 13.94 8.19

Σmαλλ Χαπ ςαλυε Στψλε −9.46 −6.22 1.68 12.65 13.06 7.69

Ρυσσελλ 2000 −11.92 −7.73 1.25 11.02 11.73 6.55

Σ&Π ΣmαλλΧαπ 600 −9.27 −5.49 3.81 13.02 14.04 7.65

ΝΑΣDΑΘ −7.09 −1.61 4.00 15.54 15.72 9.10

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

Σmιδ Χαπ Βροαδ Στψλε −10.48 −4.30 1.89 13.10 13.52 8.62

Σmιδ Χαπ Γροωτη Στψλε −10.98 −2.54 2.08 13.03 13.97 8.63

Σmιδ Χαπ ςαλυε Στψλε −9.96 −6.34 0.36 12.43 12.31 8.15

Ρυσσελλ 2500 −10.30 −5.98 0.38 12.39 12.69 7.40

Σ&Π 1000 −8.73 −4.90 2.12 13.11 13.28 8.05

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

Χονσυmερ Dισχρετιοναρψ −4.17 1.68 10.68 18.19 18.63 9.68

Χονσυmερ Σταπλεσ −0.92 −1.34 6.97 12.88 14.41 10.37

Ενεργψ −18.99 −22.33 −32.51 −5.01 2.94 2.26

Φινανχιαλσ −6.04 −5.66 1.71 14.52 11.57 0.68

Ηεαλτη Χαρε −11.64 −1.52 6.91 20.49 19.54 10.40

Ινδυστριαλσ −8.08 −10.05 −3.78 13.33 12.51 7.23

Ινφορmατιον Τεχηνολογψ −4.77 −2.98 2.26 12.57 13.82 8.68

Ματεριαλσ −17.26 −17.24 −17.89 4.00 6.68 6.98

Τελεχοmmυνιχατιονσ −6.77 −3.45 −7.22 2.40 8.51 6.54

Υτιλιτιεσ 4.20 −6.82 5.28 9.88 11.04 6.72

*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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Στυmβλινγ Dραγον 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ |  Κεϖιν Ναγψ

Νον−Υ.Σ. mαρκετσ ωερε πυmmελεδ ιν τηε τηιρδ θυαρτερ (ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Ινδεξ: −12.10%), ασ χονχερνσ οϖερ Χηινα�σ 

γροωτη χονϖινχεδ mανψ ινϖεστορσ το τακε α ρισκ−οφφ αππροαχη. 

Φεαρσ αβουτ Χηινα�σ σλοωδοων χαmε το α ηεαδ ιν Αυγυστ 

ωηεν Χηινεσε mονεταρψ αυτηοριτιεσ υνεξπεχτεδλψ δεϖαλυεδ 

τηε ρενmινβι. Αττεmπτσ το δαmπεν τηε ενσυινγ ϖολατιλιτψ ωερε 

νοτ ενουγη το πρεϖεντ κνοχκ−ον εφφεχτσ σπρεαδινγ τηρουγηουτ 

τηε ωορλδ.

Τηε παιν ωασ φελτ βψ βοτη δεϖελοπεδ (ΜΣΧΙ Wορλδ εξ ΥΣΑ 

Ινδεξ: −10.57%) ανδ εmεργινγ mαρκετσ (ΜΣΧΙ Εmεργινγ 

Μαρκετσ Ινδεξ: −17.78%). ςαλυε λαγγεδ γροωτη ασ τηε ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Γροωτη (−10.73%) βεστεδ τηε ΜΣΧΙ ΑΧWΙ εξ 

ΥΣΑ ςαλυε (−13.50%). Σmαλλ χαπ στοχκσ ροδε τηε ωαϖε οφ ϖολα−

τιλιτψ βεττερ τηαν λαργε χαπ δυε το λεσσ εξποσυρε το Ενεργψ, βυτ 

ωερε στιλλ δεεπ ιν τηε ρεδ (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ 

Ινδεξ: −10.02%). Ιν δεϖελοπεδ χουντριεσ δεφενσιϖε σεχτορσ 

φαρεδ βεστ, ωιτη Χονσυmερ Σταπλεσ (−1.49%), Υτιλιτιεσ (−4.23%), 

ανδ Ηεαλτη Χαρε (−5.26%) προϖιδινγ τηε mοστ προτεχτιον. 

Ματεριαλσ (−19.67%) ανδ Ενεργψ (−16.83%), βλυδγεονεδ βψ 

φαλλινγ χοmmοδιτψ πριχεσ, ωερε τηε ωορστ περφορmερσ. 

Ευροπεαν στοχκσ ρεγρεσσεδ (ΜΣΧΙ Ευροπε Ινδεξ: −8.69%) 

ασ ηανδ ωρινγινγ οϖερ α ποσσιβλε �Γρεξιτ� αβατεδ ονλψ το βε 

ρεπλαχεδ βψ τυρmοιλ ιν Χηινα. Dενmαρκ (−2.41%) διδ βεστ, δυε 

πριmαριλψ το στρονγ δοmεστιχ περφορmανχε φροm Χονσυmερ 

Dισχρετιοναρψ (+8.54%). Νεαρβψ Νορωαψ ωασ χριππλεδ βψ φαλλ−

ινγ οιλ πριχεσ ανδ ποστεδ τηε λαργεστ λοσσ (−19.13%). Ευροπεαν 

σεχτορσ mιρρορεδ τηε στορψ ιν τηε ρεστ οφ τηε δεϖελοπεδ ωορλδ, 

ωιτη Ενεργψ ανδ Ματεριαλσ (−15.80% ανδ −19.91%, ρεσπεχ−

τιϖελψ) συφφερινγ τηε βιγγεστ λοσσεσ. 

Southeast Asia and the Paciic (MSCI Paciic ex Japan Index: 

−15.97%) τραιλεδ Ευροπε ανδ ρεστ οφ τηε ωορλδ. Σινγαπορε 

(−19.48%), Ηονγ Κονγ (−16.16%), ανδ Αυστραλια (−15.33%) φελτ 

the full force of China’s volatility. Australian Energy irms were 
ηιτ ηαρδ βψ φαλλινγ οιλ πριχεσ ανδ σαγγινγ δεmανδ ιν Χηινα. 

ϑαπαν�σ εχονοmψ σηρυνκ βψ 1.2% ον αν αννυαλιζεδ βασισ 

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

 10th Percentile  -6.60 -7.88 -14.38 -4.22

 25th Percentile  -7.49 -8.76 -15.78 -5.23

 Median  -8.57 -10.02 -16.44 -6.69

 75th Percentile  -10.25 -11.33 -17.47 -8.36

 90th Percentile  -11.88 -12.47 -18.97 -10.08

   MSCI MSCI MSCI  MSCI ACWI
  World ACWI ex USA Emg Mkts ex USA SC 

 Benchmark  -8.45 -12.10 -17.78 -10.02

Sources: Callan, MSCI 
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in the second quarter and inlation remained well below the 
Βανκ οφ ϑαπαν�σ τωο περχεντ ταργετ (ΜΣΧΙ ϑαπαν: −11.80%). 

ϑαπανεσε χαρmακερσ ωερε ηυρτ βψ ρεπορτσ οφ σλοωινγ σαλεσ ιν 

Χηινα; α mασσιϖε εξπλοσιον ατ τηε πορτ οφ Τιανϕιν ιν Αυγυστ τεm−

ποραριλψ σηυτ δοων Τοψοτα�σ λαργεστ Χηινεσε προδυχτιον φαχιλ−

ιτψ. Ενεργψ ανδ Ματεριαλσ ωερε λαγγαρδ σεχτορσ ιν τηε Ινδεξ 
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Μαϕορ Χυρρενχιεσ� Χυmυλατιϖε Ρετυρνσ (ϖσ. Υ.Σ. Dολλαρ)
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ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)

(−28.24% ανδ −19.35%, ρεσπεχτιϖελψ). Φινανχιαλσ (−17.73%) 

φολλοωεδ ασ ϑαπανεσε βανκσ ωερε βαττερεδ βψ λαργε λοσσεσ ιν 

τηειρ εθυιτψ πορτφολιοσ. 

Εmεργινγ mαρκετσ ωερε ηιτ ηαρδεστ ιν τηισ βροαδ δοωντυρν, ωιτη 

τηε ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ δροππινγ 17.78%. Χηινα 

ωασ τηε mαιν στορψ φορ mυχη οφ τηε θυαρτερ αφτερ α συρπρισε δεϖαλ−

υατιον οφ τηε ρενmινβι ιν Αυγυστ σπαρκεδ φεαρσ τηατ τηε σλοωδοων 

ιν γροωτη ωασ ωορσε τηαν εξπεχτεδ. Χηινα�σ χεντραλ βανκ τριεδ 

το χυρβ τηε ενσυινγ mαρκετ τυρβυλενχε βψ χυττινγ ιντερεστ ρατεσ, 

but met limited success. Speciic to China, only the Telecomm 
(−9.20%) σεχτορ αϖοιδεδ δουβλε−διγιτ λοσσεσ; Ενεργψ (−31.19%), 

Ματεριαλσ (−27.11%), ανδ Φινανχιαλσ (−26.92%) αλλ λοστ mορε τηαν 

α θυαρτερ οφ τηειρ ϖαλυε. Τηε ριππλε εφφεχτσ ωερε φελτ τηρουγηουτ 

Ασια: Ινδονεσια (−24.19%), Μαλαψσια (−18.23%), ανδ Τηαιλανδ 

(−17.51%) αλλ δεχλινεδ σηαρπλψ. Α στρονγ δεϖαλυατιον οφ λοχαλ χυρ−

ρενχιεσ χοντριβυτεδ το τηε γενεραλ σλοωδοων, ασ τηε Μαλαψσιαν 

ρινγγιτ ανδ Ινδονεσιαν ρυπιαη βοτη φελλ το τηειρ λοωεστ λεϖελσ ϖερ−

συσ τηε δολλαρ ιν mορε τηαν 15 ψεαρσ. Εmεργινγ χουντριεσ ουτσιδε 

οφ Ασια ωερε αλσο αφφεχτεδ βψ τηε στρενγτηενινγ Υ.Σ. δολλαρ ανδ 

φαλλινγ χοmmοδιτψ πριχεσ. Βραζιλιαν εθυιτιεσ λοστ οϖερ 30% (ΜΣΧΙ 

Βραζιλ: −33.56%) αmιδ α χορρυπτιον σχανδαλ ινϖολϖινγ τηε στατε−

ρυν ενεργψ χοmπανψ Πετροβρασ, α 22% δεϖαλυατιον οφ τηε ρεαλ, 

ανδ α δοωνγραδε οφ τηε χουντρψ�σ χρεδιτ ρατινγ το βελοω ινϖεστ−

mεντ γραδε βψ Στανδαρδ & Ποορ�σ.
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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 −15.33% −7.33% −8.63% 6.42%

Αυστρια −8.99% −9.16% 0.18% 0.18%

Βελγιυm −7.85% −8.02% 0.18% 1.33%

Dενmαρκ −2.41% −2.59% 0.18% 1.83%

Φινλανδ −5.54% −5.71% 0.18% 0.87%

Φρανχε −6.45% −6.62% 0.18% 10.07%

Γερmανψ −10.89% −11.05% 0.18% 8.85%

Ηονγ Κονγ −16.16% −16.18% 0.03% 3.02%

Ιρελανδ −3.16% −3.34% 0.18% 0.40%

Ισραελ −5.55% −1.73% −3.89% 0.63%

Ιταλψ −4.36% −4.53% 0.18% 2.57%

ϑαπαν −11.80% −13.68% 2.17% 22.52%

Νετηερλανδσ −8.90% −9.07% 0.18% 2.80%

Νεω Ζεαλανδ −7.06% −1.74% −5.41% 0.14%

Νορωαψ −19.13% −12.32% −7.77% 0.58%

Πορτυγαλ −11.55% −11.71% 0.18% 0.15%

Σινγαπορε −19.48% −15.06% −5.30% 1.27%

Σπαιν −11.12% −11.28% 0.18% 3.45%

Σωεδεν −9.16% −8.18% −1.07% 2.95%

Σωιτζερλανδ −6.97% −2.73% −4.35% 9.68%

Υ.Κ. −10.02% −6.58% −3.68% 20.30%

Sources: MSCI, Russell Investment Group, Standard & Poor’s.
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Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Νον−Υ.Σ. Εθυιτψ Στψλε −10.02 −4.05 −6.86 6.31 5.02 4.24

ΜΣΧΙ ΕΑΦΕ −10.23 −5.28 −8.66 5.63 3.98 2.97

ΜΣΧΙ ΕΑΦΕ (λοχαλ) −8.98 −0.95 0.80 12.71 7.71 3.30

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ −12.10 −8.28 −11.78 2.78 2.27 3.49

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Γροωτη −10.73 −5.67 −7.79 3.99 3.08 3.99

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ ςαλυε −13.50 −10.93 −15.72 1.53 1.42 2.94

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

Γλοβαλ Εθυιτψ Στψλε −8.57 −5.01 −3.51 9.59 8.87 5.85

ΜΣΧΙ Wορλδ −8.45 −6.04 −5.09 8.58 8.29 4.73

ΜΣΧΙ Wορλδ (λοχαλ) −7.72 −3.90 −0.78 11.86 10.00 4.77

ΜΣΧΙ ΑΧWΙ −9.34 −6.65 −6.16 7.52 7.39 5.14

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

ΜΣΧΙ Ευροπε −8.69 −5.20 −9.33 6.03 4.28 3.31

ΜΣΧΙ Ευροπε (λοχαλ) −6.99 −0.25 −0.25 10.09 6.91 3.88

ΜΣΧΙ ϑαπαν −11.80 0.21 −2.22 8.96 4.91 1.14

ΜΣΧΙ ϑαπαν (λοχαλ) −13.68 0.10 6.76 25.81 12.75 1.70

MSCI Paciic ex Japan −15.97 −15.48 −16.77 −2.00 0.87 5.15

MSCI Paciic ex Japan (local) −10.74 −6.50 −3.68 6.87 4.99 5.32

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

Εmεργινγ Μαρκετ Στψλε −16.44 −14.62 −17.72 −3.58 −2.56 5.29

ΜΣΧΙ Εmεργινγ Μαρκετσ −17.78 −15.22 −18.98 −4.93 −3.25 4.60

ΜΣΧΙ Εmεργινγ Μαρκετσ (λοχαλ) −11.97 −6.86 −6.79 2.45 2.09 6.91

ΜΣΧΙ Φροντιερ Μαρκετσ −10.57 −13.39 −24.19 6.28 2.16 −1.96

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

Νον−Υ.Σ. Σmαλλ Χαπ Στψλε −6.69 3.39 1.29 11.71 9.47 6.87

ΜΣΧΙ Wορλδ εξ ΥΣΑ Σmαλλ Χαπ −8.03 −0.34 −3.71 7.48 5.74 4.23

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ −10.02 −2.54 −6.42 5.51 3.85 5.11

ΜΣΧΙ Εmεργινγ Μαρκετ Σmαλλ Χαπ −16.67 −9.80 −15.23 −1.09 −2.43 6.79

*Returns less than one year are not annualized.

Sources: Callan, MSCI

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Α Λιττλε Λονγερ το Λιφτοφφ 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κεϖιν Μαχηιζ, ΧΦΑ, ΦΡΜ

Ιντερεστ ρατεσ mοϖεδ λοωερ ιν τηε τηιρδ θυαρτερ αmιδ α βροαδ−

based light to quality—apprehension over China’s economy 
ανδ χοmmοδιτψ πριχεσ αππεαρεδ το βε τηε πριmαρψ σουρχεσ οφ 

concern. The yield curve lattened signiicantly as yield spreads 
ωιδενεδ αχροσσ νον−Τρεασυρψ σεχτορσ ανδ τηε Βαρχλαψσ 

Αγγρεγατε Ινδεξ ροσε 1.23%. 

Τηε Υ.Σ. εχονοmψ εξπανδεδ ατ α mοδερατε παχε ωιτη τηε συπ−

port of ixed investment by businesses, household spending, 
and the jobs market. Inlation nevertheless remained below the 
Φεδ�σ τωο περχεντ ταργετ.  

Wηιλε mανψ mαρκετ παρτιχιπαντσ πρεϖιουσλψ ποιντεδ το τηε Φεδ�σ 

Σεπτεmβερ mεετινγ ασ α λικελψ δατε φορ ιντερεστ ρατε ηικεσ, 

τηε Φεδ ονχε αγαιν πεγγεδ τηε φεδεραλ φυνδσ ανδ δισχουντ 

ρατεσ ατ 0.00%�0.25% ανδ 0.75%, ρεσπεχτιϖελψ. Τηε Φεδ χιτεδ 

global economic and inancial developments as concerns. The 
Φεδ mεντιονεδ, ανδ Χηαιρ Ψελλεν ρειτερατεδ ιν α συβσεθυεντ 

speech, that market-based measures of inlation expectations 
ηαδ δεχλινεδ.

Τηε 10−ψεαρ Υ.Σ. Τρεασυρψ ψιελδ δεχρεασεδ 32 βπσ. Ψιελδσ ον 

λονγερ−τερm βονδσ δεχρεασεδ βψ α σιmιλαρ αmουντ. Τηε mαρκετ�σ 

expectation for the irst hike in the fed funds rate was pushed 
back to March 2016. The breakeven inlation rate (the differ−
ενχε βετωεεν νοmιναλ ανδ ρεαλ ψιελδσ) ον τηε 10−ψεαρ Τρεασυρψ 

decreased signiicantly (47 bps) to 1.43%, as Treasury Inlation-
Προτεχτεδ Σεχυριτιεσ υνδερπερφορmεδ νοmιναλ Τρεασυριεσ.

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

 10th Percentile  1.15 1.47 0.93 3.04 -2.79

 25th Percentile  1.04 1.31 0.73 2.30 -3.42

 Median  0.89 1.10 0.40 1.94 -4.34

 75th Percentile  0.74 0.84 -0.19 1.55 -5.06

 90th Percentile  0.56 0.59 -0.72 0.76 -5.93

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

 Benchmark  1.08 1.23 1.23 2.18 -4.86

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

Νον−Τρεασυρψ σεχτορσ βροαδλψ υνδερπερφορmεδ λικε−δυρα−

τιον Τρεασυριεσ. Χρεδιτ ωασ αmονγ τηε ωορστ ασ Φινανχιαλσ, 

Ινδυστριαλσ, ανδ Υτιλιτιεσ λαγγεδ βψ 0.30%, 2.14%, ανδ 1.01% 

ρεσπεχτιϖελψ. Wιτηιν Ινδυστριαλσ, Ενεργψ ανδ Μεταλσ & Μινινγ 

χοmπανιεσ ωερε ηιτ ηαρδεστ, τραιλινγ λικε−δυρατιον Τρεασυριεσ βψ 

4.97% ανδ 9.45%, ρεσπεχτιϖελψ. Μορτγαγε−βαχκεδ σεχυριτιεσ 

(ΜΒΣ) (−0.22%) ανδ Χοmmερχιαλ ΜΒΣ (−0.05%) αλσο στρυγγλεδ. 

Ασσετ−βαχκεδ σεχυριτιεσ βεατ λικε−δυρατιον Τρεασυριεσ βψ 0.16%.  

Ηιγη ψιελδ χορπορατε βονδσ αλσο περφορmεδ ποορλψ. Τηε Βαρχλαψσ 

Χορπορατε Ηιγη Ψιελδ Ινδεξ ενδεδ ιν τηε ρεδ (−4.86%). Νεω 

ισσυε αχτιϖιτψ ισ ον παχε ωιτη τηε πρεϖιουσ τηρεε χαλενδαρ ψεαρσ. 

Ψεαρ−το−δατε, τηερε ωασ αππροξιmατελψ ∃224 βιλλιον ιν νεω ισσυ−

ανχε οφ ηιγη ψιελδ βονδσ, δοων φροm ∃246 βιλλιον οϖερ τηε σαmε 

περιοδ ιν 2014.

Υ.Σ. Φιξεδ Ινχοmε Ινδεξ Χηαραχτεριστιχσ ασ οφ Σεπτεmβερ 30, 2015

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

Βαρχλαψσ Αγγρεγατε 2.31 5.60 7.86 100.00%

Βαρχλαψσ Γοϖτ/Χρεδιτ 2.19 6.22 8.45 100.00% 69.12%

Ιντερmεδιατε 1.69 3.97 4.31 79.20% 54.74%

Λονγ−Τερm 4.09 14.77 24.22 20.80% 14.38%

Βαρχλαψσ Γοϖτ 1.36 5.65 6.92 57.08% 39.46%

Βαρχλαψσ Χρεδιτ 3.29 6.98 10.49 42.92% 29.66%

Βαρχλαψσ ΜΒΣ 2.61 4.20 6.69 28.36%

Βαρχλαψσ ΑΒΣ 1.47 2.42 2.58 0.57%

Βαρχλαψσ ΧΜΒΣ 2.45 4.82 5.39 1.89%

Βαρχλαψσ Χορπ Ηιγη Ψιελδ 8.04 4.39 6.25

Source: Barclays

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

Εφφεχτιϖε Ψιελδ Οϖερ Τρεασυριεσ
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Χορε Βονδ Στψλε 1.10 1.29 3.00 2.05 3.61 5.10

Χορε Βονδ Πλυσ Στψλε 0.40 0.70 2.19 2.38 4.22 5.48

Βαρχλαψσ Αγγρεγατε 1.23 1.13 2.94 1.71 3.10 4.64

Βαρχλαψσ Γοϖτ/Χρεδιτ 1.20 0.90 2.73 1.59 3.09 4.61

Βαρχλαψσ Γοϖτ 1.71 1.79 3.68 1.30 2.47 4.27

Βαρχλαψσ Χρεδιτ 0.53 −0.26 1.50 2.02 4.09 5.28

Χιτι Βροαδ Ινϖεστmεντ Γραδε 1.12 1.06 2.85 1.67 3.06 4.72

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

Εξτενδεδ Ματυριτψ Στψλε 1.94 −2.59 2.85 2.70 6.50 7.13

Βαρχλαψσ Λονγ Γοϖτ/Χρεδιτ 2.18 −2.39 3.09 2.17 5.96 6.65

Βαρχλαψσ Λονγ Γοϖτ 4.97 0.22 8.62 2.78 6.18 6.92

Βαρχλαψσ Λονγ Χρεδιτ 0.52 −3.93 −0.03 1.87 5.84 6.35

Χιτι Πενσιον Dισχουντ Χυρϖε 3.23 −3.77 4.15 2.22 8.08 7.85

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

Ιντερmεδιατε Στψλε 0.89 1.73 2.70 1.65 2.78 4.66

Βαρχλαψσ Ιντερmεδιατε Αγγρεγατε 1.08 1.73 2.95 1.64 2.69 4.37

Βαρχλαψσ Ιντερmεδιατε Γοϖτ/Χρεδιτ 0.95 1.77 2.68 1.45 2.42 4.17

Βαρχλαψσ Ιντερmεδιατε Γοϖτ 1.21 2.03 3.00 1.10 1.88 3.85

Βαρχλαψσ Ιντερmεδιατε Χρεδιτ 0.54 1.36 2.17 2.09 3.47 4.91

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

Dεφενσιϖε Στψλε 0.34 1.14 1.39 1.05 1.45 3.14

Αχτιϖε Dυρατιον Στψλε 1.11 1.52 2.71 1.73 3.05 4.72

Μονεψ Μαρκετ Φυνδσ (νετ οφ φεεσ) 0.00 0.01 0.01 0.01 0.01 1.25

ΜΛ Τρεασυρψ 1�3−Ψεαρ 0.31 0.98 1.16 0.67 0.76 2.54

90−Dαψ Τρεασυρψ Βιλλσ 0.01 0.02 0.02 0.06 0.08 1.33

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

Ηιγη Ψιελδ Στψλε −4.34 −1.48 −2.07 4.12 6.47 7.30

Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ −4.86 −2.45 −3.43 3.51 6.15 7.25

ΜΛ Ηιγη Ψιελδ Μαστερ −4.88 −2.51 −3.54 3.42 5.90 7.04

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

Μορτγαγε Στψλε 1.26 1.92 3.68 2.39 3.55 5.00

Βαρχλαψσ ΜΒΣ 1.30 1.61 3.43 1.98 3.03 4.71

Βαρχλαψσ ΑΒΣ 0.74 1.83 2.38 1.21 2.12 3.41

Βαρχλαψσ ΧΜΒΣ 1.54 2.24 3.72 2.52 4.54 5.39

Μυνιχιπαλ Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Βαρχλαψσ Μυνι 1.65 1.77 3.16 2.88 4.14 4.64

Βαρχλαψσ Μυνι 1�10−Ψεαρ 1.32 1.64 2.22 2.07 3.00 4.05

Βαρχλαψσ Μυνι 3−Ψεαρ 0.80 1.19 1.07 1.24 1.66 3.04

ΤΙΠΣ Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Βαρχλαψσ ΤΙΠΣ Φυλλ Dυρατιον −1.15 −0.80 −0.83 −1.83 2.55 4.01

Βαρχλαψσ ΤΙΠΣ 1−10 Ψεαρ −0.86 0.18 −0.82 −1.39 1.79 3.56

*Returns of  less than one year are not annualized.

Sources: Barclays, Callan, Citigroup, Merrill Lynch

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

Dεϖελοπεδ σοϖερειγν βονδσ περφορmεδ ωελλ ρελατιϖε το Υ.Σ. 

βονδσ ασ ιντερεστ ρατεσ φελλ δυε το mουντινγ χονχερνσ οϖερ α 

σλοωινγ γλοβαλ εχονοmψ. Τηε Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ 

Βονδ Ινδεξ εαρνεδ 1.71% φορ τηε θυαρτερ, βυτ ισ δοων 4.22% 

ψεαρ−το−δατε. Ηεδγεδ ιν Υ.Σ. δολλαρσ, τηε Ινδεξ ισ υπ 1.97%, ουτ−

περφορmινγ τηε υνηεδγεδ ινϖεστορσ πριmαριλψ δυε το βροαδ−βασεδ 

ωεακνεσσ αγαινστ τηε Υ.Σ. δολλαρ. Τηε �σαφε−ηαϖεν� Γερmαν 

bund gained nearly 2% with the yield inishing at 0.58%. Energy-
ρελατεδ χυρρενχψ ωεακνεσσ ιν Χαναδα ανδ Αυστραλια τρανσλατεδ 

ιντο δισαπποιντινγ ρετυρνσ ον αν υνηεδγεδ βασισ (βοτη δοων 

6%). Τηε Χαναδιαν εχονοmψ σηρανκ φορ τωο στραιγητ θυαρτερσ�

oficially a recession. Italy was the best performer in the Index, 
εξπανδινγ mορε τηαν 4% ον βοτη α ηεδγεδ ανδ υνηεδγεδ βασισ.

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

(Υ.Σ. Dολλαρ)

Χουντρψ Τοταλ Λοχαλ Χυρρενχψ Wτγ

Αυστραλια −6.19% 2.68% −8.63% 1.93%

Αυστρια 1.88% 1.70% 0.18% 1.82%

Βελγιυm 2.48% 2.30% 0.18% 2.96%

Χαναδα −5.93% 1.02% −6.88% 2.32%

Dενmαρκ 1.95% 1.77% 0.18% 0.81%

Φινλανδ 1.70% 1.51% 0.18% 0.71%

Φρανχε 2.13% 1.94% 0.18% 11.55%

Γερmανψ 1.96% 1.77% 0.18% 8.92%

Ιρελανδ 2.71% 2.52% 0.18% 0.95%

Ιταλψ 4.31% 4.11% 0.18% 11.39%

ϑαπαν 3.06% 0.87% 2.17% 33.06%

Μαλαψσια −14.57% −0.47% −14.17% 0.50%

Μεξιχο −6.04% 1.48% −7.41% 1.16%

Νετηερλανδσ 1.90% 1.71% 0.18% 2.96%

Νορωαψ −5.71% 2.23% −7.77% 0.33%

Πολανδ 1.09% 2.21% −1.10% 0.68%

Σινγαπορε −4.34% 1.02% −5.30% 0.41%

Σουτη Αφριχα −11.43% 0.89% −12.22% 0.56%

Σπαιν 3.01% 2.82% 0.18% 6.42%

Σωεδεν 0.45% 1.54% −1.07% 0.54%

Σωιτζερλανδ −3.68% 0.71% −4.35% 0.35%

Υ.Κ. −0.49% 3.32% −3.68% 9.72%

Source: Citigroup

Ιν Αυγυστ, Χηινα�σ συρπρισε χηανγε ιν εξχηανγε−ρατε πολιχψ 

ηειγητενεδ ρισκ αϖερσιον ανδ πιλεδ οντο τηε αλρεαδψ στρονγ ηεαδ−

ωινδσ φαχινγ εmεργινγ mαρκετ βονδσ. Σλοωινγ δεmανδ φροm 

China, falling commodity prices, capital outlows, and worries 
οϖερ α Φεδ ηικε αλλ χοντριβυτεδ το ποορ περφορmανχε. Τηε ϑΠΜ 

EMBI Global Diversiied Index σλιππεδ βψ 1.71%. Εmεργινγ 

mαρκετ χυρρενχιεσ ωερε παρτιχυλαρλψ ηαρδ ηιτ, ασ τηε λοχαλ χυρ−

ρενχψ−δενοmινατεδ JPM GBI-EM Global Diversiied Index 

σανκ 10.54%�τηε   ωορστ θυαρτερλψ περφορmανχε σινχε λατε 2011.

  

Τηε εmεργινγ Αmεριχασ εξηιβιτεδ τηε ηιγηεστ ινχρεασε ιν ψιελδσ. 

Brazil, suffering from the sharp drop in oil prices, as  well as is−

χαλ ανδ πολιτιχαλ χηαλλενγεσ, ωασ δοωνγραδεδ βψ Σ&Π το ϕυνκ 

10−Ψεαρ Γλοβαλ Γοϖερνmεντ Βονδ Ψιελδσ
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ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)

στατυσ; τηε χουντρψ ηασ σεεν ιτσ χυρρενχψ δεχλινε βψ ρουγηλψ 40% 

οϖερ τηε παστ ψεαρ. Βραζιλ (−9.97%) ωασ τηε mοστ νοταβλε υνδερ−

performer in the dollar-denominated Global Diversiied Index. 
Υκραινε συργεδ +50.18% φολλοωινγ αν αγρεεmεντ ωιτη χρεδιτορσ 

ωηερεβψ βονδηολδερσ ωουλδ τακε α 20% ηαιρχυτ ιν ρετυρν φορ α 

πορτιον οφ φυτυρε ΓDΠ γροωτη, συβϕεχτ το α σετ φορmυλα. Αmονγ 

λοχαλ χυρρενχψ βονδσ, παιν ωασ ωιδεσπρεαδ. Βραζιλ (−24.66%), 

Χολοmβια (−18.05%), Τυρκεψ (−14.76%), Μαλαψσια (−14.48%), 

Ινδονεσια (−14.15%), ανδ Ρυσσια (−13.19%), αλλ συφφερεδ δουβλε−

digit declines. The yield on the GBI-EM Global Diversiied Index 
ωασ 7% ασ οφ θυαρτερ ενδ, ωιτη Βραζιλ ατ 15% ανδ Ρυσσια ανδ 

Τυρκεψ βοτη οϖερ 10%. 

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

 10th Percentile  1.85 1.86 -1.45 -6.42

 25th Percentile  1.44 0.67 -2.41 -9.56

 Median  0.79 0.42 -3.35 -10.66

 75th Percentile  0.14 -1.35 -4.17 -11.25

 90th Percentile  -2.43 -4.45 -6.04 -12.17

   Citi World Citi Non-U.S.  JPM EMBI JPM GBI-EM
  Gov  World Gov  Gl Div Gl Div

 Benchmark   1.71 1.71 -1.71 -10.54
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Γλοβαλ Στψλε 0.79 −2.30 −3.40 −1.53 1.15 4.32

Χιτι Wορλδ Γοϖτ 1.71 −2.38 −3.83 −2.85 −0.19 3.37

Χιτι Wορλδ Γοϖτ (Λοχαλ) 1.89 1.27 4.01 3.52 3.51 3.77

Βαρχλαψσ Γλοβαλ Αγγρεγατε 0.85 −2.25 −3.26 −1.59 0.81 3.71

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

Νον−Υ.Σ. Στψλε 0.42 −5.24 −7.99 −3.54 0.18 3.58

Χιτι Νον−Υ.Σ. Wορλδ Γοϖτ 1.71 −4.22 −7.01 −4.59 −1.32 2.92

Χιτι Νον−Υ.Σ. Wορλδ Γοϖτ (Λοχαλ) 1.97 1.04 4.13 4.44 3.95 3.69

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

Χιτι Ευρο Γοϖτ Βονδ 2.74 −6.67 −8.12 1.52 1.11 3.76

Χιτι Ευρο Γοϖτ Βονδ (Λοχαλ) 2.55 1.18 3.98 5.80 4.89 4.37

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

JPM EMBI Global Diversiied −1.71 −0.07 −0.62 1.50 4.73 6.89

JPM GBI-EM Global Diversiied −10.54 −14.91 −19.77 −8.72 −3.56 4.45

*Returns less than one year are not annualized. 

Sources: Callan, Citigroup, JPMorgan Chase

Εmεργινγ Σπρεαδσ Οϖερ Dεϖελοπεδ (Βψ Ρεγιον)
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Μ&Α, Ηερε το Σταψ?

ΡΕΑΛ ΕΣΤΑΤΕ |  Μικε Πριττσ

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ αδϖανχεδ 3.09%, ρεχορδινγ 

α 1.22% ινχοmε ρετυρν ανδ 1.87% αππρεχιατιον ρετυρν. Τηε 

Index’s cash low return was 0.68% (3.22% for the trailing four 
θυαρτερσ). Τηερε ωερε 204 ασσετ τραδεσ, ρεπρεσεντινγ ∃7.8 βιλ−

λιον οφ οϖεραλλ τρανσαχτιοναλ ϖολυmε. Τηισ ρεmαινσ αηεαδ οφ τηε 

∃5.0 βιλλιον 10−ψεαρ θυαρτερλψ τρανσαχτιοναλ αϖεραγε. Τηε πεακ 

ϖολυmε οϖερ τηε πριορ 10−ψεαρ περιοδ ωασ ∃8.7 βιλλιον ιν τηε 

σεχονδ θυαρτερ οφ 2007.

Πριχινγ χοολεδ σλιγητλψ φροm τηε ρεχεντ χαπιταλιζατιον−ρατε χοm−

πρεσσιον τρενδ ασ εθυαλ−ωειγητεδ τρανσαχτιοναλ χαπιταλιζατιον 

rates increased to 5.91%. This relects a slight expansion from 
τηε σεχονδ θυαρτερ�σ λοω. Οϖερ τηε πριορ χψχλε, θυαρτερλψ εθυαλ−

ωειγητεδ τρανσαχτιοναλ χαπιταλιζατιον ρατεσ διππεδ το α λοω οφ 

5.46% ιν τηε φουρτη θυαρτερ οφ 2007 ανδ εξπανδεδ το α πεακ οφ 

8.46% ιν τηε τηιρδ θυαρτερ οφ 2009. Αππραισαλ χαπιταλιζατιον ρατεσ 

δεχρεασεδ φροm 4.81% το 4.67%. Οϖερ τηε πριορ χψχλε, τηεσε 

ρατεσ δεχλινεδ το α λοω οφ 4.89% (ιν τηε τηιρδ θυαρτερ οφ 2008).

Ον α πρελιmιναρψ βασισ, τηε NCREIF Open End Diversiied 
Χορε Εθυιτψ Ινδεξ προδυχεδ α 3.68% τοταλ ρετυρν, χοmπρισ−

ινγ α 1.16% ινχοmε ρετυρν ανδ α 2.51% αππρεχιατιον ρετυρν. 

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

Dεϖελοπεδ ΡΕΙΤσ Ινδεξ (ΥΣD) δεχλινεδ 1.42% ανδ Υ.Σ. 

ΡΕΙΤσ τραχκεδ βψ τηε ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ ΡΕΙΤσ Ινδεξ 

ινχρεασεδ 2.00%. 

Ιν τηε Υ.Σ., σεχτορσ ωερε mιξεδ ανδ mαρκετσ ϖολατιλε. Βψ σεχτορ, 

Σελφ−Στοραγε (+16.14%) λεδ, φολλοωεδ βψ Ρεσιδεντιαλ (+6.94%), 

Ινδυστριαλ (+5.00%), Μαλλσ (+4.12%), ανδ Ηεαλτη Χαρε (+2.41%); 

Ofice (-1.24%), and Lodging (-13.73%) dipped. U.S. REITs 
ραισεδ ∃8.6 βιλλιον φολλοωινγ τηε χοmπλετιον οφ ειγητ σεχονδαρψ 

οφφερινγσ ραισινγ ∃1.7 βιλλιον, ονε πρεφερρεδ εθυιτψ οφφερινγ ραισ−

ινγ ∃288 mιλλιον, ανδ 15 υνσεχυρεδ δεβτ οφφερινγσ ραισινγ ∃6.7 

βιλλιον. Τηερε ωερε νο Υ.Σ. ΡΕΙΤ ΙΠΟσ; τηε θυαρτερ ηαδ τηε λοω−

εστ αmουντ οφ χαπιταλ ραισεδ βψ τηε ΡΕΙΤ mαρκετ σινχε Θ4 2011 

and the ifth lowest quarterly capital raise since the beginning 

of 2009. In large part, 2015 has been dominated by signiicant 
Μ&Α αχτιϖιτψ αmονγ α νυmβερ οφ λαργε ρεαλ εστατε ινϖεστορσ 

driven by inexpensive inancing and signiicant amounts of capi−
ταλ σεεκινγ ρεαλ εστατε. Νοταβλε αmονγ τηε ρεχεντ δεαλ αχτιϖ−

ιτψ ισ Βλαχκστονε�σ αννουνχεδ οφφερ το αχθυιρε Στρατεγιχ Ηοτελσ 

ανδ ΒιοΜεδ Ρεαλτψ Τρυστ ανδ, mορε ρεχεντλψ, τηε αννουνχεδ 

mεργερ οφ Σταρωοοδ Wαψποιντ ανδ Χολονψ Αmεριχαν. Ιν τηε Υ.Σ., 

Μ&Α αχτιϖιτψ τηρουγη τηε τηιρδ θυαρτερ οφ τηισ ψεαρ ηασ αλρεαδψ 

εξχεεδεδ αλλ οφ 2014. 

Υ.Σ. ΡΕΙΤ ινδιχεσ χοντινυεδ τηειρ σλιδε υπ υντιλ τηε mιδ−Σεπ−

τεmβερ ΦΟΜΧ mεετινγ ωηερε τηε δεχισιον ωασ mαδε νοτ το 

ινχρεασε τηε δισχουντ ρατε. Wιτη υπδατεδ χλαριτψ ον νεαρ−τερm 

Φεδ mοϖεσ, ΡΕΙΤ mαρκετσ βεγαν το αππρεχιατε τοωαρδ τηε ενδ 

οφ τηε τηιρδ θυαρτερ ανδ ιντο τηε φουρτη. Λιστεδ ρεαλ εστατε βεατ 

βροαδ εθυιτψ mαρκετσ. Α χοmβινατιον οφ βοτη Υ.Σ. εχονοmιχ ουτ−

περφορmανχε ανδ α λοω ιντερεστ ρατε ενϖιρονmεντ χοντινυεσ το 

mακε Υ.Σ. χοmmερχιαλ προπερτψ αν αττραχτιϖε δεστινατιον φορ βοτη 

U.S. and non-U.S. investors. Capital lows have created a $9 
βιλλιον ινϖεστmεντ θυευε φορ οπεν−ενδεδ χορε φυνδσ ασ ωελλ ασ α 

ηεαλτηψ ∃74 βιλλιον ινϖεστεδ ιν Υ.Σ. χοmmερχιαλ ρεαλ εστατε οϖερ 

τηε λαστ 12 mοντησ. 

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ
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ΡΕΑΛ ΕΣΤΑΤΕ (Χοντινυεδ)

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

Πριϖατε Ρεαλ Εστατε Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Ρεαλ Εστατε Dαταβασε (νετ οφ φεεσ) 2.92 10.24 14.12 13.06 13.70 5.55

ΝΧΡΕΙΦ Προπερτψ 3.09 10.18 13.54 11.92 12.56 8.02

ΝΦΙ−ΟDΧΕ (ϖαλυε ωτδ. νετ) 3.58 10.67 14.02 12.44 12.98 5.74

Πυβλιχ Ρεαλ Εστατε Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

ΡΕΙΤ Dαταβασε 2.63 −2.94 11.38 10.10 12.89 7.88

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 2.00 −3.79 9.88 9.59 12.00 6.82

Γλοβαλ Ρεαλ Εστατε Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Γλοβαλ ΡΕΙΤ Dαταβασε −0.73 −3.00 5.16 8.18 9.08 6.38

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ −1.42 −4.16 3.58 7.05 8.33 5.42

*Returns less than one year are not annualized.

All REIT returns are reported gross in USD. 

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

ΝΧΡΕΙΦ Τρανσαχτιον ανδ Αππραισαλ Χαπιταλιζατιον Ρατεσ ΝΧΡΕΙΦ Χαπιταλιζατιον Ρατεσ βψ Προπερτψ Τψπε
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Ιν Ευροπεαν χορε mαρκετσ, ινϖεστmεντ αχτιϖιτψ ισ ρετυρνινγ το 

crisis countries. Yet the threat of delation remains given falling 
γλοβαλ χοmmοδιτψ πριχεσ ανδ τηε δεχλινε ιν τηε ευρο ϖερσυσ τηε 

Υ.Σ. δολλαρ. Πριmε ψιελδσ ιν χορε mαρκετσ αρε ατ ϖερψ λοω λεϖελσ 

ρανγινγ φροm 2.5% ιν Λονδον το 4.5% ιν Μαδριδ. Τρανσαχτιον ϖολ−

υmεσ ινχρεασεδ ασ α ρεσυλτ οφ αχχελερατινγ χροσσ−βορδερ γλοβαλ 

investment into Europe. There is a signiicant dispersion in prime 
ofice rental rates across Europe ranging from €200 (per square 
meter) in Barcelona, €500 in Paris, all the way up to €1,500 in 
Λονδον�σ Wεστ Ενδ. 

Ασιαν ρεαλ εστατε mαρκετσ χοντινυεδ το φαχε mαχρο ηεαδωινδσ 

στεmmινγ φροm χοντραχτινγ ινδυστριαλ αχτιϖιτψ ανδ σλοωινγ εξπορτ 

demand. Despite the pressures, low ofice vacancy rates within 
major Asian cities remained the dominant theme. Ofice build−

ινγσ ιν Ηονγ Κονγ ωερε αφφεχτεδ βψ τηε λαχκ οφ νεω συππλψ ανδ 

εξχεσσ δεmανδ, πυσηινγ ρενταλ ρατεσ υπωαρδσ. Τοκψο σηοωεδ 

improvements in terms of ofice occupancy rates and acceler−
ατινγ ρενταλ γροωτη ρατεσ, γιϖινγ ρισε το ινχρεασεδ πριχινγ ποωερ 

φορ λανδλορδσ.

ΧΜΒΣ ισσυανχε ρεαχηεδ ∃23.1 βιλλιον, α πυλλ βαχκ φροm τηε 

∃27.4 βιλλιον ισσυανχε ϖολυmε φροm τηε σεχονδ θυαρτερ οφ 2015 

ανδ ∃28.1 βιλλιον ιν τηε τηιρδ θυαρτερ οφ 2014. Τοταλ ισσυανχε φορ 

τηε τραιλινγ 12 mοντησ ωασ ∃102.8 βιλλιον, α ρεδυχτιον φροm τηε 

ρεχεντ πεακ ατ τηε ενδ οφ τηε σεχονδ θυαρτερ οφ 2015. 
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Πριϖατε Εθυιτψ Περφορmανχε Dαταβασε (%) (Ποολεδ Ηοριζον ΙΡΡσ τηρουγη Μαρχη 31, 2015∗)

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

Αλλ ςεντυρε 3.9 22.4 18.6 17.2 10.9 3.8 27.7 

Γροωτη Εθυιτψ 3.1 10.8 13.0 13.6 12.8 9.7 14.8 

Αλλ Βυψουτσ 1.3 7.7 13.3 14.3 12.6 10.9 13.1 

Μεζζανινε −0.1 7.1 10.9 11.2 10.8 7.2 10.0 

Dιστρεσσεδ 1.6 5.7 12.2 11.4 10.3 11.0 11.3 

Αλλ Πριϖατε Εθυιτψ 2.0 10.1 13.9 14.2 12.0 8.9 14.4 

Σ&Π 500 Ινδεξ 1.0 12.7 16.1 14.5 8.0 4.2 9.4 

Private equity returns are net of  fees. 

Sources: Standard & Poor’s, Thomson/Cambridge 

*Most recent data available at time of  publication

Πυβλιχ ςολατιλιτψ Πριϖατε Σλοωδοων   

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Γαρψ Ροβερτσον

Ιν φυνδραισινγ, Πριϖατε Εθυιτψ Αναλψστ ρεπορτσ τηατ νεω χοmmιτ−

mεντσ τοταλεδ ∃53.7 βιλλιον ωιτη 179 νεω παρτνερσηιπσ φορmεδ, 

δοων 38% φροm τηε σεχονδ θυαρτερ�σ ∃87.1 βιλλιον ανδ 231 παρτ−

νερσηιπσ φορmεδ. Wιτη τηε σλοωινγ οφ χοmmιτmεντσ ανδ υνχερ−

ταιντψ χαυσεδ βψ τηε θυαρτερ�σ ϖολατιλε πυβλιχ στοχκ mαρκετ, 2015�σ 

φυνδραισινγ ωιλλ λικελψ βε ιν τηε ϖιχινιτψ οφ λαστ ψεαρ�σ ∃266 mιλλιον. 

Αχχορδινγ το Βυψουτσ Ινσιδερ, τηε ινϖεστmεντ παχε βψ φυνδσ 

ιντο χοmπανιεσ τοταλεδ 406 τρανσαχτιονσ, υπ φροm 358 δεαλσ ιν 

τηε σεχονδ θυαρτερ. Τηε αννουνχεδ αγγρεγατε δολλαρ ϖολυmε 

φελλ το ∃11.4 βιλλιον (φροm ∃24.3 βιλλιον). Ονλψ ονε δεαλ ωιτη αν 

αννουνχεδ ϖαλυε οφ mορε τηαν ∃1 βιλλιον χλοσεδ δυρινγ τηε θυαρ−

τερ, Χαρλψλε−οωνεδ ΧοmmΣχοπε�σ ∃3.1 βιλλιον αδδ−ον αχθυισι−

τιον οφ Βροαδβανδ Νετωορκ Σολυτιονσ. 

Αχχορδινγ το τηε Νατιοναλ ςεντυρε Χαπιταλ Ασσοχιατιον, ινϖεστ−

mεντσ ιν ϖεντυρε χαπιταλ χοmπανιεσ τοταλεδ ∃16.3 βιλλιον ιν 1,070 

rounds of inancing. The dollar volume and number of rounds 
βοτη δροππεδ χοmπαρεδ το τηε σεχονδ θυαρτερ�σ ∃17.5 βιλλιον 

ανδ 1,189 ρουνδσ. Τηε λαργεστ φυνδινγ ωασ α ∃1.0 βιλλιον εξπαν−

σιον �mεγα−ρουνδ� ραισεδ βψ Σοχιαλ Φινανχε. 

Ρεγαρδινγ εξιτσ, Βυψουτσ ρεπορτσ τηατ 123 πριϖατε Μ&Α εξιτσ οφ 

βυψουτ−βαχκεδ χοmπανιεσ οχχυρρεδ δυρινγ τηε θυαρτερ, ωιτη 37 

δεαλσ δισχλοσινγ ϖαλυεσ οφ ∃25.5 βιλλιον. Βοτη τηε Μ&Α εξιτ χουντ 

ανδ αννουνχεδ ϖαλυε ωασ δοων φροm τηε σεχονδ θυαρτερ�σ 135 

Φυνδσ Χλοσεδ ϑανυαρψ 1 το Σεπτεmβερ 30, 2015

Στρατεγψ Νο. οφ Φυνδσ Αmτ (∃mm) Περχεντ

ςεντυρε Χαπιταλ 225 26,726 14%

Βυψουτσ 212 129,821 66%

Συβορδινατεδ Dεβτ 27 8,038 4%

Dιστρεσσεδ Dεβτ 32 18,511 9%

Σεχονδαρψ ανδ Οτηερ 14 6,385 3%

Φυνδ−οφ−φυνδσ 47 7,496 4%

Τοταλσ 557 196,976 100%

Source: Private Equity Analyst

πριϖατε εξιτσ ανδ δισχλοσεδ ϖαλυε οφ ∃35.8 βιλλιον. Βυψουτ−βαχκεδ 

IPOs dropped precipitously to four issues loating $660 million, 
δοων φροm 17 ΙΠΟσ τοταλινγ ∃6.6 βιλλιον ιν τηε σεχονδ θυαρτερ.

ςεντυρε−βαχκεδ Μ&Α εξιτσ τοταλεδ 90 τρανσαχτιονσ, ωιτη 20 δισ−

χλοσινγ α δολλαρ ϖολυmε οφ ∃5.1 βιλλιον. Τηε νυmβερ οφ εξιτσ ανδ 

δισχλοσεδ ϖαλυε βοτη ινχρεασεδ φροm τηε σεχονδ θυαρτερ�σ 74 

σαλεσ ϖαλυεδ ατ ∃3.7 βιλλιον. ςΧ−βαχκεδ ΙΠΟσ φελλ, ωιτη 13 οφφερ−

ινγσ ραισινγ α χοmβινεδ ∃1.7 βιλλιον ϖερσυσ τηε σεχονδ θυαρτερ�σ 

29 ΙΠΟσ ανδ τοταλ ισσυανχε οφ ∃3.8 βιλλιον. 

Πλεασε σεε ουρ υπχοmινγ ισσυε οφ Πριϖατε Μαρκετσ Τρενδσ φορ 

αδδιτιοναλ ιν−δεπτη χοϖεραγε.

Note: Transaction count and dollar volume figures across all private equity measures 

are preliminary figures and are subject to update in subsequent versions of  Capital 

Market Review and other Callan publications.
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Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε −3.30 −0.72 0.05 5.28 4.29 4.11

ΧΣ Ηεδγε Φυνδ Ινδεξ −2.53 −0.59 0.11 5.01 4.53 5.16

ΧΣ Εθυιτψ Μαρκετ Νευτραλ 2.15 1.73 2.07 3.46 2.99 −1.19

ΧΣ Χονϖερτιβλε Αρβιτραγε −1.52 1.40 −1.66 2.50 3.53 4.52

ΧΣ Φιξεδ Ινχοmε Αρβιτραγε −0.19 0.56 0.60 3.59 5.35 3.86

ΧΣ Μυλτι−Στρατεγψ 0.08 3.32 4.49 7.80 7.52 6.34

ΧΣ Dιστρεσσεδ −3.52 −3.61 −5.84 5.78 5.09 5.35

ΧΣ Ρισκ Αρβιτραγε −2.72 −0.39 −2.10 1.63 1.15 3.54

ΧΣ Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ −6.92 −4.23 −6.23 4.85 3.01 5.30

ΧΣ Λονγ/Σηορτ Εθυιτψ −1.54 1.94 4.24 8.95 6.13 5.91

ΧΣ Dεδιχατεδ Σηορτ Βιασ 17.40 6.97 4.28 −9.88 −11.10 −8.56

ΧΣ Γλοβαλ Μαχρο −2.95 −0.44 0.02 2.74 4.35 6.92

ΧΣ Μαναγεδ Φυτυρεσ 4.37 0.12 11.40 3.84 2.51 4.27

ΧΣ Εmεργινγ Μαρκετσ −5.57 −2.93 −2.19 3.66 2.67 5.09

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

Dραγ Με Dοων

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

The third quarter was a lood of red ink for capital markets. 
Αφτερ α mοδεστ ρεβουνδ ιν τηε πριορ θυαρτερ, χοmmοδιτψ πριχεσ 

(λεδ βψ οιλ) ρεσυmεδ τηειρ σεχυλαρ δεχλινε, ασ τηε Βλοοmβεργ 

Χοmmοδιτψ Ινδεξ νοσεδιϖεδ 14.48%. Λαχκινγ εϖιδενχε οφ 

α γλοβαλ εχονοmψ ον σολιδ γρουνδ, εθυιτψ mαρκετσ πανιχκεδ. 

High yield spreads widened signiicantly while Treasurys 
gained during the quarter’s light to quality. Amid this backdrop 
οφ ανεmιχ γλοβαλ γροωτη, τηε Φεδεραλ Ρεσερϖε βαλκεδ ον ραισ−

ινγ σηορτ−τερm ρατεσ.

Ασ α ραω mεασυρε οφ υνmαναγεδ ηεδγε φυνδ ιντερεστσ, τηε 

Χρεδιτ Συισσε Ηεδγε Φυνδ Ινδεξ (ΧΣ ΗΦΙ) δροππεδ 2.53%. 

Ρεπρεσεντινγ αχτυαλ ηεδγε φυνδ πορτφολιοσ, τηε mεδιαν mαν−

αγερ ιν τηε Χαλλαν Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε σλιππεδ 

3.30%, νετ οφ αλλ φεεσ.

Wιτηιν τηε ΧΣ ΗΦΙ, τηε βιγγεστ στρατεγψ λοσερ ωασ Εϖεντ−Dριϖεν 

Μυλτι−Στρατεγψ (−6.92%). Dιστρεσσεδ φελλ 3.52%, βυτ Βαρχλαψσ 

Ηιγη Ψιελδ Χρεδιτ (−4.86%) δροππεδ φυρτηερ. Τηε αϖεραγε φυνδ 

ιν Λονγ/Σηορτ Εθυιτψ περφορmεδ ωελλ δυρινγ τηε θυαρτερ, λοσ−

ινγ ονλψ 1.54% ωηιλε λονγ−ονλψ βενχηmαρκσ, λικε τηε Σ&Π 500 

Ινδεξ (−6.44%), φελλ mυχη mορε. Ρελατιϖελψ φρεε οφ βετα�σ δοων−

σιδε ρισκ, Εθυιτψ Μαρκετ Νευτραλ ροσε 2.15%. 

Wιτηιν Χαλλαν�σ Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε, mαρκετ εξπο−

συρεσ νοταβλψ αφφεχτεδ περφορmανχε ιν τηε θυαρτερ. Ηυρτ βαδλψ 

βψ τηε φαλλινγ στοχκ mαρκετ, τηε mεδιαν Χαλλαν Λονγ/Σηορτ 

Εθυιτψ ΦΟΦ (−4.85%) λαγγεδ τηε Χαλλαν Αβσολυτε Ρετυρν ΦΟΦ 

(−2.21%). Wιτη διϖερσιφψινγ εξποσυρεσ το βοτη νον−διρεχτιοναλ 

ανδ διρεχτιοναλ στψλεσ, τηε Core Diversiied FOF φελλ 3.56%.

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

 10th Percentile -0.47 -0.76 -2.55

 25th Percentile -1.79 -1.22 -3.59

 Median -2.21 -3.56 -4.85

 75th Percentile -2.75 -4.91 -7.90

 90th Percentile -3.37 -6.06 -9.24

 T-Bills + 5% 1.24 1.24 1.24

Sources: Callan, Merrill Lynch
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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 mil−
lion DC participants and over $135 billion in assets. The Index is updated 
quarterly and is available on Callan’s website, as is the quarterly DC 
Οβσερϖερ νεωσλεττερ.

The average deined contribution (DC) plan managed to 
αϖοιδ λοσσεσ ιν τηε σεχονδ θυαρτερ οφ 2015�βυτ ϕυστ βαρελψ. 

Αχχορδινγ το τηε Χαλλαν DΧ Ινδεξ�, τηε τψπιχαλ DΧ πλαν ενδεδ 

ϑυνε 30, 2015, ωιτη α 0.08% γαιν. Τηισ πλαχεδ DΧ πλανσ ον 

irmer ground than the typical 2035 target date fund (TDF) or 
corporate deined beneit (DB) plan, which lost 0.13% and 
0.71%, ρεσπεχτιϖελψ.

Πλαν βαλανχεσ εξπεριενχεδ α σλιγητ ινχρεασε (+0.26%) δριϖεν 

primarily by participant inlows. Inlows (i.e., participant and 
πλαν σπονσορ χοντριβυτιονσ) αδδεδ 0.18% το τοταλ γροωτη, 

ωηιλε mαρκετ αππρεχιατιον (ρετυρν−δεριϖεδ γροωτη) χοντριβ−

υτεδ τηε ρεmαινινγ 0.08%. Σινχε ινχεπτιον, πλαν σπονσορ ανδ 

participant contributions have had a signiicant impact on 
βαλανχεσ. Τηιρτψ περχεντ οφ τοταλ γροωτη ιν βαλανχεσ (2.49% 

annualized) has been attributable to such net lows since the 
Ινδεξ�σ 2006 ινχεπτιον.

In the irst quarter of 2015, TDFs beat out U.S. large cap equity 
το βεχοmε τηε λαργεστ ηολδινγ ιν τηε τψπιχαλ DΧ πλαν�ανδ τηειρ 

δοmινανχε χοντινυεδ το γροω ιν τηε σεχονδ θυαρτερ. Ταργετ 

date funds accounted for the majority of inlow activity, cap−

τυρινγ 70 χεντσ οφ εϖερψ δολλαρ mοϖινγ. Σινχε 2011, ΤDΦ χαση 

inlows have averaged just over 70% each quarter, with the 
highest inlow clocking in at 89% in the second quarter of 2014.

Staying Aloat 
DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  Τοm Σζκωαρλα

Νετ Χαση Φλοω Αναλψσισ (Σεχονδ Θυαρτερ 2015)∗ 

(Τοπ Τωο ανδ Βοττοm Τωο Ασσετ Γατηερερσ)

Ασσετ Χλασσ

Φλοωσ ασ % οφ

Τοταλ Νετ Φλοωσ

Ταργετ Dατε Φυνδσ 70.45%

Νον−Υ.Σ. Εθυιτψ 13.11%

Χοmπανψ Στοχκ −27.86%

Υ.Σ. Λαργε Χαπ −49.44%

Τοταλ Τυρνοϖερ∗∗ 0.32%

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.

**Total Index “turnover” measures the percentage of  total invested assets (transfers 

only, excluding contributions and withdrawals) that moved between asset classes. 

Ινϖεστmεντ Περφορmανχε∗

Γροωτη Σουρχεσ∗
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Actual vs Target Asset Allocation
As of September 30, 2015

The top left chart shows the Fund’s asset allocation as of September 30, 2015. 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       1,007,030   22.1%   21.5%    0.6%          28,850
Domestic Fixed Income         920,686   20.2%   18.1%    2.1%          97,195
International Equity         629,104   13.8%   14.1% (0.3%) (12,400)
Int’l Fixed Income         224,680    4.9%    4.9%    0.0%           1,746
Global Real Estate         465,862   10.2%    9.7%    0.5%          24,544
World Equity         679,750   14.9%   16.0% (1.1%) (48,198)
Private Equity         176,975    3.9%    4.9% (1.0%) (45,959)
Timber         177,399    3.9%    4.9% (1.0%) (45,535)
Infrastructure         214,829    4.7%    4.9% (0.2%) (8,105)
Cash Equivalents          53,360    1.2%    1.0%    0.2%           7,863
Total       4,549,676  100.0%  100.0%

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

(89)(91) (79)(86)

(36)(39)

(16)(18)
(82)(79)

(5)(6)

(23)(18) (11)(8)

10th Percentile 49.99 40.95 4.06 12.27 25.30 3.36 17.08 15.24
25th Percentile 45.73 34.13 1.80 8.62 22.15 0.00 10.99 0.00

Median 37.15 27.90 0.56 0.81 18.98 0.00 0.00 0.00
75th Percentile 29.72 21.58 0.00 0.00 14.85 0.00 0.00 0.00
90th Percentile 21.74 14.60 0.00 0.00 12.10 0.00 0.00 0.00

Fund 22.13 20.24 1.17 10.24 13.83 4.94 12.51 14.94

Target 21.50 18.10 1.00 9.70 14.10 4.90 14.70 16.00

% Group Invested 96.03% 97.35% 71.52% 50.33% 92.05% 17.22% 41.06% 22.52%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 13.2% Barclays Aggregate Index, 11.0% MSCI EAFE Index, 9.7% NCREIF

Total Index, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9% Barclays HY Corp 2% Issue, 4.9% Global Agg ex USD, 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 - September 30, 2015

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 1.04%

Domestic Fixed Income 1.41%

Global Real Estate 0.12%
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International Fixed Inc. (0.10%)
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World Equity (0.36%)

Cash & Equivalents 0.26%

Domestic Equity
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Total

Actual vs Target Returns

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

Actual Target

Relative Attribution by Asset Class

(0.40%)(0.30%)(0.20%)(0.10%) 0.00% 0.10% 0.20% 0.30% 0.40%

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended September 30, 2015

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% (7.17%) (8.00%) 0.19% (0.04%) 0.15%
Domestic Fixed Income 20% 18% (0.63%) (0.43%) (0.04%) 0.06% 0.02%
Global Real Estate 10% 10% 2.50% 3.09% (0.05%) 0.01% (0.04%)
Infrastructure 4% 5% 1.33% (0.49%) 0.08% (0.02%) 0.06%
Timber 4% 5% 0.01% 0.77% (0.03%) (0.06%) (0.09%)
International Equity 14% 14% (11.37%) (11.91%) 0.07% (0.02%) 0.05%
International Fixed Inc. 5% 5% (2.19%) 0.64% (0.13%) (0.01%) (0.14%)
Private Equity 4% 5% 0.18% 0.18% 0.00% (0.05%) (0.05%)
World Equity 16% 16% (10.18%) (8.45%) (0.28%) 0.02% (0.27%)
Cash & Equivalents 1% 1% 0.03% 0.01% 0.00% 0.01% 0.01%

Total = + +(4.83%) (4.53%) (0.19%) (0.11%) (0.30%)

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 13.2% Barclays Aggregate Index, 11.0% MSCI EAFE Index, 9.7% NCREIF

Total Index, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9% Barclays HY Corp 2% Issue, 4.9% Global Agg ex USD, 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 - September 30, 2015

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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Cumulative Relative Attribution Effects
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2014 2015

Manager Effect

Asset Allocation

Total

One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 1.40% (0.12%) 0.34% 0.01% 0.35%
Domestic Fixed Income 20% 18% 2.62% 1.21% 0.26% 0.03% 0.29%
Global Real Estate 9% 10% 16.62% 13.48% 0.26% (0.02%) 0.24%
Infrastructure 4% 5% (0.73%) (0.64%) (0.00%) 0.01% 0.01%
Timber 4% 5% 3.93% 9.26% (0.20%) (0.10%) (0.30%)
International Equity 14% 14% (8.63%) (11.00%) 0.37% (0.05%) 0.32%
International Fixed Inc. 5% 5% (7.98%) (7.67%) (0.02%) 0.01% (0.01%)
Private Equity 4% 5% (6.64%) (6.64%) 0.00% 0.01% 0.01%
World Equity 16% 16% (4.59%) (5.09%) 0.08% 0.00% 0.08%
Cash & Equivalents 1% 1% 0.08% 0.02% 0.00% (0.00%) (0.00%)

Total = + +(0.20%) (1.19%) 1.09% (0.10%) 0.99%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 13.2% Barclays Aggregate Index, 11.0% MSCI EAFE Index, 9.7% NCREIF

Total Index, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9% Barclays HY Corp 2% Issue, 4.9% Global Agg ex USD, 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 - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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Three Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 22% 13.88% 12.35% 0.33% 0.11% 0.44%
Domestic Fixed Income 19% 18% 4.64% 2.24% 0.46% 0.00% 0.46%
Global Real Estate 9% 10% 14.86% 11.90% 0.26% (0.01%) 0.25%
Timber 4% 5% 2.37% 9.77% (0.34%) (0.04%) (0.38%)
Infrastructure 4% 5% 6.96% 0.65% 0.24% 0.07% 0.31%
International Equity 15% 15% 5.30% 3.23% 0.30% (0.02%) 0.28%
International Fixed Inc. 5% 5% (2.63%) (4.00%) 0.08% (0.00%) 0.08%
Private Equity 5% 5% 1.44% 1.44% 0.00% (0.01%) (0.01%)
World Equity 15% 15% 8.86% 8.58% 0.09% (0.08%) 0.01%
Cash & Equivalents 1% 1% 0.07% 0.06% 0.00% (0.00%) (0.00%)

Total = + +7.91% 6.47% 1.42% 0.02% 1.44%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 13.2% Barclays Aggregate Index, 11.0% MSCI EAFE Index, 9.7% NCREIF

Total Index, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9% Barclays HY Corp 2% Issue, 4.9% Global Agg ex USD, 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 - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five Year Annualized Relative Attribution Effects
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Cumulative Relative Attribution Effects

(2%)

0%

2%

4%

6%

8%

10%

2010 2011 2012 2013 2014 2015

Manager Effect

Asset Allocation

Total

Five Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative
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Domestic Equity 28% 27% 13.69% 13.11% 0.06% 0.04% 0.11%
Domestic Fixed Income 20% 20% 5.99% 3.98% 0.37% (0.05%) 0.32%
Global Real Estate 9% 9% 15.24% 12.55% 0.22% 0.00% 0.22%
Timber 4% 4% - - (0.28%) (0.01%) (0.29%)
Infrastructure 3% 4% - - 0.16% 0.09% 0.25%
International Equity 16% 16% 4.03% 2.08% 0.32% (0.01%) 0.31%
International Fixed Inc. 5% 5% 1.24% (0.85%) 0.12% (0.01%) 0.10%
Private Equity 5% 5% 4.50% 4.50% 0.00% (0.04%) (0.04%)
World Equity 10% 10% - - 0.04% (0.05%) (0.01%)
Cash & Equivalents 1% 1% 0.09% 0.08% 0.00% (0.01%) (0.01%)

Total = + +8.16% 7.20% 1.01% (0.05%) 0.96%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 13.2% Barclays Aggregate Index, 11.0% MSCI EAFE Index, 9.7% NCREIF

Total Index, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9% Barclays HY Corp 2% Issue, 4.9% Global Agg ex USD, 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 - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.
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Domestic Equity 32% 33% 6.02% 6.85% (0.30%) 0.01% (0.29%)
Domestic Fixed Income 23% 22% 5.97% 5.47% (0.03%) (0.01%) (0.04%)
Global Real Estate 9% 8% 6.37% 8.02% (0.14%) (0.03%) (0.17%)
Timber 2% 2% - - (0.14%) (0.01%) (0.15%)
Infrastructure 2% 2% - - 0.08% 0.04% 0.12%
International Equity 17% 17% 4.92% 3.38% 0.27% (0.03%) 0.24%
International Fixed Inc. 5% 5% 4.56% 3.12% 0.08% (0.03%) 0.05%
Private Equity 4% 5% 2.77% 2.77% 0.00% (0.06%) (0.06%)
World Equity 5% 5% - - 0.02% (0.02%) (0.00%)
Cash & Equivalents 1% 1% 1.12% 1.33% (0.00%) (0.02%) (0.02%)

Total = + +5.37% 5.70% (0.18%) (0.15%) (0.33%)

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 13.2% Barclays Aggregate Index, 11.0% MSCI EAFE Index, 9.7% NCREIF

Total Index, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9% Barclays HY Corp 2% Issue, 4.9% Global Agg ex USD, 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 = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 13.2% Barclays Aggregate Index, 11.0% MSCI EAFE Index, 9.7% NCREIF

Total Index, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9% Barclays HY Corp 2% Issue, 4.9% Global Agg ex USD, 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 = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 13.2% Barclays Aggregate Index, 11.0% MSCI EAFE Index, 9.7% NCREIF

Total Index, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9% Barclays HY Corp 2% Issue, 4.9% Global Agg ex USD, 4.9%

NCREIF Timberland Index, 3.1% 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 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 September 30, 2015. 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, 13.2% Barclays Aggregate Index, 11.0% MSCI EAFE Index, 9.7% NCREIF

Total Index, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9% Barclays HY Corp 2% Issue, 4.9% Global Agg ex USD, 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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* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 13.2% Barclays Aggregate Index, 11.0% MSCI EAFE Index, 9.7% NCREIF

Total Index, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity, 4.9% Barclays HY Corp 2% Issue, 4.9% Global Agg ex USD, 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 September 30, 2015, with
the distribution as of June 30, 2015. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Distribution Across Investment Managers

September 30, 2015 June 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $2,492,859,183 54.79% $6,945,947 $(235,426,354) $2,721,339,590 56.63%

Domestic Equity $1,007,030,025 22.13% $9,344,113 $(78,001,872) $1,075,687,784 22.38%

    Large Cap Domestic Equity $787,763,862 17.31% $9,796,778 $(46,944,888) $824,911,971 17.17%
L.A. Capital 300,594,152 6.61% (146,161) (15,700,608) 316,440,921 6.58%
LACM Enhanced Index 194,115,326 4.27% (53,120) (10,779,767) 204,948,213 4.26%
Northern Trust AM Enh S&P 500 126,474,833 2.78% 10,000,000 (9,059,566) 125,534,400 2.61%
Parametric Clifton Enh S&P 500 166,579,551 3.66% (3,940) (11,404,947) 177,988,438 3.70%

    Small Cap Domestic Equity $219,266,164 4.82% $(452,665) $(31,056,985) $250,775,814 5.22%
Callan 107,803,433 2.37% 0 (16,265,111) 124,068,544 2.58%
Parametric Clifton Enh Small Cap 111,462,731 2.45% (452,665) (14,791,874) 126,707,269 2.64%

International Equity $629,104,067 13.83% $2,149,107 $(80,709,110) $707,664,070 14.73%

    Developed Int’l Equity $498,572,639 10.96% $(350,893) $(54,406,568) $553,330,100 11.51%
Capital Group 119,663,413 2.63% (142,984) (17,163,417) 136,969,814 2.85%
DFA Int’l Small Cap 71,974,049 1.58% 0 (7,307,960) 79,282,009 1.65%
Northern Trust AM World Ex US 220,918,294 4.86% (20,903) (25,999,690) 246,938,887 5.14%
Wellington Management Co. 86,016,884 1.89% (187,005) (3,935,501) 90,139,390 1.88%

    Emerging Markets Equity $130,531,428 2.87% $2,500,000 $(26,302,543) $154,333,970 3.21%
Axiom 97,570,068 2.14% 0 (20,296,229) 117,866,297 2.45%
DFA 32,961,360 0.72% 2,500,000 (6,006,314) 36,467,673 0.76%

World Equity $679,750,317 14.94% $(3,862,458) $(77,037,299) $760,650,074 15.83%
EPOCH Investment Partners 298,730,960 6.57% (530,931) (30,329,923) 329,591,814 6.86%
LSV Asset Management 381,019,357 8.37% (3,331,527) (46,707,376) 431,058,260 8.97%

 36
NDSIB - Consolidated Pension Trust



Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of September 30, 2015, with
the distribution as of June 30, 2015. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Distribution Across Investment Managers

September 30, 2015 June 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Private Equity $176,974,774 3.89% $(684,815) $321,928 $177,337,661 3.69%

Adams Street Direct Co-Invest Fd 9,930,359 0.22% (1,562,928) 131,787 11,361,500 0.24%
Adams Street Direct Fund 2010 1,483,417 0.03% (335,659) 68,633 1,750,443 0.04%
Adams Street 1998 Partnership 121,734 0.00% 0 935 120,799 0.00%
Adams Street 1999 Partnership 531,142 0.01% 0 0 531,142 0.01%
Adams Street 2000 Partnership 1,429,371 0.03% 0 0 1,429,371 0.03%
Adams Street 2001 Partnership 1,975,406 0.04% 0 (78,341) 2,053,747 0.04%
Adams Street 2002 Partnership 872,290 0.02% 0 0 872,290 0.02%
Adams Street 2003 Partnership 450,724 0.01% (63,614) 0 514,338 0.01%
Adams Street 2010 Partnership 5,128,901 0.11% 0 0 5,128,901 0.11%
Adams Street 2008 Fund 7,039,122 0.15% (196,246) 0 7,235,368 0.15%
Adams Street 1999 Non-US 353,630 0.01% (130,166) 0 483,796 0.01%
Adams Street 2000 Non-US 768,779 0.02% 0 0 768,779 0.02%
Adams Street 2001 Non-US 381,063 0.01% (127,441) 123,769 384,735 0.01%
Adams Street 2002 Non-US 981,768 0.02% 0 (2,234) 984,002 0.02%
Adams Street 2003 Non-US 757,548 0.02% (141,644) 0 899,192 0.02%
Adams Street 2004 Non-US 647,103 0.01% (83,970) 0 731,073 0.02%
Adams Street 2010 Non-US 2,336,835 0.05% (68,002) 0 2,404,837 0.05%
Adams Street 2010 Non-US Emg 1,105,151 0.02% 65,010 0 1,040,141 0.02%
Adams Street BVCF IV Fund 3,827,914 0.08% 0 0 3,827,914 0.08%
Hearthstone Advisors MSII 1 0.00% 0 0 1 0.00%
Hearthstone Advisors MSIII 151,549 0.00% 0 0 151,549 0.00%
CorsAir III 9,934,616 0.22% 42,261 (42,261) 9,934,616 0.21%
ND Investors 11,075,982 0.24% 25,000 (25,000) 11,075,982 0.23%
CorsAir IV 16,758,472 0.37% 93,397 (110,274) 16,775,349 0.35%
Capital International V 15,593,321 0.34% (158,571) (44,688) 15,796,580 0.33%
Capital International VI 15,193,413 0.33% 3,129,828 (170,888) 12,234,473 0.25%
EIG Energy Fund XIV 18,383,095 0.40% (230,373) 116,845 18,496,623 0.38%
Lewis & Clark, LP 2,724,490 0.06% 0 0 2,724,490 0.06%
Lewis & Clark II 9,435,908 0.21% 319,251 0 9,116,657 0.19%
Quantum Energy Partners 7,272,906 0.16% (121,217) 0 7,394,123 0.15%
Quantum Resources 532,881 0.01% (799,447) 466,516 865,812 0.02%
Matlin Patterson I 12,121 0.00% 0 0 12,121 0.00%
Matlin Patterson II 1,515,717 0.03% 0 (2) 1,515,719 0.03%
Matlin Patterson III 28,268,045 0.62% (340,284) (112,869) 28,721,198 0.60%
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of September 30, 2015, with
the distribution as of June 30, 2015. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Distribution Across Investment Managers

September 30, 2015 June 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL FIXED INCOME $1,145,366,048 25.17% $(1,847,497) $(10,837,449) $1,158,050,994 24.10%

Domestic Fixed Income $920,685,804 20.24% $(1,640,281) $(5,814,460) $928,140,545 19.31%

    Inv. Grade Fixed Income $665,751,482 14.63% $(286,671) $6,763,135 $659,275,019 13.72%
Declaration Total Return 85,214,474 1.87% (29,684) 754,378 84,489,780 1.76%
J. P. Morgan MBS 126,062,208 2.77% (126,541) 1,839,028 124,349,721 2.59%
PIMCO DiSCO II 88,200,007 1.94% 0 342,808 87,857,199 1.83%
PIMCO MBS 181,424,321 3.99% (75,015) 2,299,558 179,199,778 3.73%
PIMCO Unconstrained 91,931,887 2.02% (47,699) (2,960,606) 94,940,192 1.98%
SSgA Long US Treas Index 92,918,584 2.04% (7,733) 4,487,969 88,438,348 1.84%

    Below Inv. Grade Fixed Income $254,934,322 5.60% $(1,353,610) $(12,577,595) $268,865,527 5.59%
Goldman Sachs 2006 Offshore 1,410,917 0.03% (139,870) (9,213) 1,560,000 0.03%
Goldman Sachs Offshore V 2,921,771 0.06% (928,751) (79,478) 3,930,000 0.08%
Loomis Sayles 215,217,040 4.73% (284,989) (12,488,904) 227,990,933 4.74%
PIMCO Bravo II Fund 35,384,594 0.78% 0 0 35,384,594 0.74%

Internationall Fixed Income $224,680,244 4.94% $(207,216) $(5,022,989) $229,910,449 4.78%
Brandywine 124,930,365 2.75% (125,243) (5,488,249) 130,543,858 2.72%
UBS Global Asset Mgmt. 99,749,879 2.19% (81,972) 465,259 99,366,592 2.07%

GLOBAL REAL ASSETS $858,091,072 18.86% $(10,801,846) $14,582,485 $854,310,432 17.78%

Global Real Estate $465,862,491 10.24% $(14,578,853) $11,791,771 $468,649,573 9.75%
Invesco Core Real Estate 187,853,360 4.13% (159,000) 5,408,341 182,604,019 3.80%
Invesco Real Estate Fund II 10,453,003 0.23% (7,501,826) 0 17,954,829 0.37%
Invesco Real Estate Fund III 32,110,796 0.71% 0 0 32,110,796 0.67%
Invesco Asia RE Feeder 5,485,321 0.12% (5,219,000) (49,458) 10,753,779 0.22%
Invesco Value Added Fd IV 22,912,293 0.50% (717,909) 16,938 23,613,264 0.49%
JP Morgan 172,433,648 3.79% 0 6,339,428 166,094,220 3.46%
JP Morgan Alternative Fd 354,513 0.01% 0 0 354,513 0.01%
JP Morgan China Property Fd 9,876,712 0.22% (7,510) 7,510 9,876,712 0.21%
JP Morgan Greater European Opp Fd 24,382,845 0.54% (973,609) 69,012 25,287,442 0.53%

Timber $177,399,138 3.90% $(25,232) $25,232 $177,399,138 3.69%
TIR Teredo 60,894,655 1.34% 0 0 60,894,655 1.27%
TIR Springbank 116,504,483 2.56% (25,232) 25,232 116,504,483 2.42%

Infrastructure $214,829,443 4.72% $3,802,240 $2,765,482 $208,261,721 4.33%
JP Morgan Asian Infrastructure 30,600,000 0.67% 179,342 (179,342) 30,600,000 0.64%
JP Morgan IIF 139,850,021 3.07% (380,848) 3,110,431 137,120,438 2.85%
Grosvenor Cust. Infrastructure 40,020,232 0.88% 1,080,436 (71,402) 39,011,198 0.81%
Grosvenor Cust. Infrastructure II 4,359,190 0.10% 2,923,309 (94,204) 1,530,085 0.03%

CASH & CASH EQUIVALENTS $53,359,514 1.17% $(18,647,295) $15,443 $71,991,366 1.50%
Cash Account 53,359,514 1.17% (18,647,295) 15,443 71,991,366 1.50%

Securities Lending Income $0 0.00% $(12,759) $12,759 - -

Total Fund $4,549,675,818 100.0% $(24,363,449) $(231,653,116) $4,805,692,383 100.0%
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Global Equity
Gross (8.62%) (3.49%) 9.32% - -
Net (8.78%) (3.80%) 8.91% - -
   Wtd Avg Global Equity Benchmark (8.41%) (4.79%) 8.13% - -

Domestic Equity
Gross (7.17%) 1.40% 13.88% 13.69% 6.02%
Net (7.23%) 1.25% 13.61% 13.40% 5.70%
   Wtd Avg Domestic Equity Benchmark (8.00%) (0.12%) 12.35% 13.11% 6.85%

Large Cap Equity
Gross (5.59%) 1.98% 14.45% 13.91% 5.43%
Net (5.62%) 1.83% 14.24% 13.71% 5.18%
   Large Cap Benchmark (1) (6.83%) (0.61%) 12.66% 13.47% 6.86%

L.A. Capital - Gross (4.96%) 5.60% 14.87% 15.01% 8.76%
L.A. Capital - Net (5.01%) 5.38% 14.63% 14.77% 8.55%
   Russell 1000 Growth Index (5.29%) 3.17% 13.61% 14.47% 8.09%

LACM Enhanced Index - Goss (5.26%) 1.48% 13.77% 13.86% 7.71%
LACM Enhanced Index  - Net (5.29%) 1.36% 13.63% 13.70% 7.54%
   Russell 1000 Index (6.83%) (0.61%) 12.66% 13.42% 6.95%

Northern Tr AM Enh S&P500 - Gross (6.50%) (2.34%) 13.34% 14.39% 7.05%
Northern Tr AM Enh S&P500 - Net (6.50%) (2.57%) 12.88% 14.03% 6.86%
   S&P 500 Index (6.44%) (0.61%) 12.40% 13.34% 6.80%

Parametric Clifton Enh S&P500 - Gross (6.41%) (0.65%) 12.31% - -
Parametric Clifton Enh S&P500 - Net (6.41%) (0.65%) 12.30% - -
   S&P 500 Index (6.44%) (0.61%) 12.40% 13.34% 6.80%

Small Cap Equity
Gross (12.40%) (0.44%) 11.68% 12.73% 7.33%
Net (12.56%) (0.63%) 11.21% 12.20% 6.80%
   Russell 2000 Index (11.92%) 1.25% 11.02% 11.73% 6.55%

Callan - Net (13.11%) (3.02%) 10.75% 11.54% -
   Russell 2000 Index (11.92%) 1.25% 11.02% 11.73% 6.55%

Parametric Clifton Enh SmCap - Gross (11.70%) 2.19% 11.91% 12.95% -
Parametric Clifton Enh SmCap - Net (12.03%) 1.80% 11.43% 12.44% -
    Russell 2000 Index (11.92%) 1.25% 11.02% 11.73% 6.55%

(1) S&P 500 Index through 12/31/2011 and Russell 1000 Index thereafter.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
International Equity

Gross (11.37%) (8.63%) 5.30% 4.03% 4.92%

Net (11.42%) (8.81%) 4.95% 3.67% 4.51%

   Wtd Avg Int’l Equity Benchmark (11.91%) (11.00%) 3.23% 2.08% 3.38%

Developed Intl Equity
Gross (9.84%) (6.68%) 7.58% 5.25% 3.99%

Net (9.90%) (6.91%) 7.25% 4.91% 3.62%

   Benchmark(1) (10.23%) (8.66%) 5.63% 3.68% 2.66%

Capital Group - Gross (12.54%) (9.39%) 5.57% 4.63% 3.07%

Capital Group - Net (12.64%) (9.78%) 5.10% 4.33% 2.84%

    Benchmark(1) (10.23%) (8.66%) 5.63% 3.68% 2.66%

DFA Int’l Small Cap Value - Net (9.22%) (4.00%) 10.98% 7.38% -

    World  ex US SC Value (8.82%) (6.60%) 7.87% 5.27% 4.76%

Northern Tr AM World ex US - Gross (10.53%) (9.84%) - - -

Northern Tr AM World ex US - Net (10.54%) (9.87%) - - -

    MSCI World ex US (10.57%) (10.14%) 4.60% 3.42% 2.92%

Wellington Management - Gross (4.38%) 4.38% 13.37% 10.99% 7.55%

Wellington Management - Net (4.57%) 3.51% 12.44% 10.05% 6.65%

    BMI, EPAC, <$2 B (8.35%) (1.45%) 8.94% 6.08% 4.45%

Emerging Markets Equity
Gross (16.81%) (15.53%) (3.10%) (0.49%) 6.23%

Net (16.81%) (15.53%) (3.50%) (0.95%) 5.69%

   Emerging Mkts  - Net (17.90%) (19.28%) (5.27%) (3.57%) 4.27%

Axiom - Net (17.22%) (15.57%) - - -

   Emerging Mkts  - Net (17.90%) (19.28%) (5.27%) (3.57%) 4.27%

DFA - Net (15.45%) (15.35%) (0.87%) (1.38%) -

   Emerging Mkts  - Net (17.90%) (19.28%) (5.27%) (3.57%) 4.27%

World Equity
Gross (10.18%) (4.59%) 8.86% - -

Net (10.64%) (5.31%) 8.03% - -

   MSCI World Index (8.45%) (5.09%) 8.58% 8.29% 4.73%

EPOCH Investment - Gross(2) (9.22%) (1.82%) 10.32% - -

EPOCH Investment - Net (9.36%) (2.45%) 9.55% - -

    MSCI World Index (8.45%) (5.09%) 8.58% 8.29% 4.73%

LSV Asset Management - Gross(3) (10.91%) (6.61%) - - -

LSV Asset Management - Net (11.61%) (7.41%) - - -

    MSCI ACWI Idx (9.34%) (6.16%) 7.52% 7.39% 5.14%

(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 September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Private Equity*
Net 0.18% (6.66%) 1.39% 4.43% 3.49%

Adams Street Direct Co-Invest Fd 1.22% 23.99% 18.03% 16.66% -
Adams Street Direct Fund 2010 4.25% 8.91% 14.99% 11.62% -
Adams Street 1998 Partnership 0.77% (0.42%) 5.34% 2.35% 1.91%
Adams Street 1999 Partnership 0.00% (15.44%) 0.69% 4.91% 3.93%
Adams Street 2000 Partnership 0.00% (7.15%) (0.02%) 5.44% 6.17%
Adams Street 2001 Partnership (3.81%) (2.25%) 8.89% 9.39% 6.93%
Adams Street 2002 Partnership 0.00% (15.20%) 0.84% 7.59% 5.76%
Adams Street 2003 Partnership 0.00% 13.43% 16.77% 11.95% 9.25%
Adams Street 2010 Partnership 0.00% 18.37% 14.62% 13.36% -
Adams Street 2008 Fund 0.00% 7.59% 10.92% 9.84% -
Adams Street 1999 Non-US 0.00% (12.35%) 2.35% 13.23% 15.49%
Adams Street 2000 Non-US 0.00% (3.36%) (0.40%) 4.13% 9.00%
Adams Street 2001 Non-US 48.10% 59.65% 37.56% 20.01% 8.10%
Adams Street 2002 Non-US (0.23%) (9.60%) 1.04% 5.64% 9.81%
Adams Street 2003 Non-US 0.00% (5.76%) 12.19% 15.20% 16.14%
Adams Street 2004 Non-US 0.00% (6.43%) 11.33% 9.97% 8.08%
Adams Street 2010 Non-US 0.00% (2.43%) 6.12% 3.01% -
Adams Street 2010 Non-US Emg 0.00% 16.39% 6.54% - -
Adams Street BVCF IV Fund 0.00% 1.39% 30.67% 59.66% 32.03%

CorsAir III (0.42%) (8.77%) (6.57%) (2.85%) -
ND Investors (0.23%) (5.27%) 0.37% 1.17% -
CorsAir IV (0.65%) 30.87% 17.96% 5.37% -
Capital International V (0.28%) (13.32%) (4.74%) 3.46% -
Capital International VI (1.10%) (21.66%) (16.43%) - -
EIG Energy Fund XIV 0.64% (23.29%) (9.98%) (2.66%) -
Lewis & Clark, LP 0.00% (32.09%) (13.56%) (5.81%) 0.97%
Lewis & Clark II 0.00% (14.35%) (8.65%) (7.39%) -
Quantum Energy Partners 0.00% (28.27%) 8.78% 15.35% -
Quantum Resources 53.88% (12.39%) (6.33%) 14.03% -
Matlin Patterson I 0.00% 0.00% (1.23%) 638.01% 178.05%
Matlin Patterson II (0.00%) 19.60% (3.46%) (36.19%) (24.34%)
Matlin Patterson III (0.40%) (2.68%) 8.29% 23.83% -

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

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Global Fixed Income

Gross (0.94%) 0.46% 3.10% - -

Net (1.00%) 0.20% 2.86% - -

   Wtd Avg Global FI Benchmark (0.20%) (0.75%) 0.88% - -

Domestic Fixed Income
Gross (0.63%) 2.62% 4.64% 5.99% 5.97%

Net (0.69%) 2.40% 4.43% 5.77% 5.70%

   Wtd Avg Domestic FI Benchmark (0.43%) 1.21% 2.24% 3.98% 5.47%

Inv. Grade Fixed Income
Gross 1.03% 3.93% 4.13% 5.22% 5.72%

Net 0.99% 3.80% 4.01% 5.04% 5.50%

   Barclays Aggregate Index 1.23% 2.94% 1.71% 3.10% 4.64%

Declaration Total Return - Net 0.89% 3.84% 5.15% - -

   Libor-3 Month 0.08% 0.27% 0.27% 0.32% 1.76%

J.P. Morgan MBS - Gross 1.48% 3.72% - - -

J.P. Morgan MBS - Net 1.38% 3.56% - - -

   Barclays Mortgage 1.30% 3.43% 1.98% 3.03% 4.71%

PIMCO Unconstrained - Gross(1) (3.12%) (1.69%) (0.27%) - -

PIMCO Unconstrained - Net (3.17%) (2.00%) (0.45%) - -

   Blended Benchmark(2) 0.08% 0.27% 0.34% - -

PIMCO DiSCO II - Net 0.39% 3.25% 12.49% - -

   Barclays Aggregate Index 1.23% 2.94% 1.71% 3.10% 4.64%

PIMCO MBS - Gross 1.28% 3.42% 1.71% - -

PIMCO MBS - Net 1.24% 3.24% 1.53% - -

   Barclays Mortgage 1.30% 3.43% 1.98% 3.03% 4.71%

SSgA Long US Treas Idx - Gross 5.07% 8.79% - - -

SSgA Long US Treas Idx - Net 5.07% 8.75% - - -

    Barclays Long Treas 5.08% 8.80% 2.78% 6.22% 6.99%

Below Inv. Grade Fixed Income
Gross (4.70%) (0.73%) 5.98% 8.00% 6.30%

Net (4.80%) (1.15%) 5.51% 7.67% 5.89%

   Barclays HY Corp 2% Issue (4.83%) (3.40%) 3.52% 6.14% 7.26%

Goldman Sachs 2006 Offshore - Net (0.60%) 25.80% 22.79% 13.42% -

Goldman Sachs Offshore V - Net (2.06%) 13.50% 13.42% 14.00% -

PIMCO Bravo II Fund - Net 0.00% 10.36% - - -

   Barclays HY Corp 2% Issue (4.83%) (3.40%) 3.52% 6.14% 7.26%

Loomis Sayles - Gross (5.48%) (2.59%) 4.76% 6.80% 7.57%

Loomis Sayles - Net (5.60%) (3.07%) 4.25% 6.43% 7.21%

   Barclays HY Corp 2% Issue (4.83%) (3.40%) 3.52% 6.14% 7.26%

(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 September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
International Fixed Income

Gross (2.19%) (7.98%) (2.63%) 1.24% 4.56%
Net (2.27%) (8.38%) (2.98%) 0.97% 4.32%
   Wtd Avg Int’l FI Benchmark 0.64% (7.67%) (4.00%) (0.85%) 3.12%

Brandywine - Gross (4.21%) (7.52%) (0.61%) 3.52% 6.21%
Brandywine - Net (4.30%) (7.86%) (1.01%) 3.28% 6.03%
   Barclays Global Aggregate 0.85% (3.26%) (1.59%) 0.81% 3.71%

UBS Global Asset Mgmt. - Gross 0.47% (8.12%) (4.56%) (1.10%) 2.69%
UBS Global Asset Mgmt. - Net 0.39% (8.57%) (4.88%) (1.40%) 2.38%
   Blended Benchmark(1) 0.64% (7.67%) (4.00%) (0.85%) 3.12%

Global Real Assets
Gross 1.69% 9.46% 9.79% - -
Net 1.55% 8.96% 9.37% - -
   Wtd Avg Global Real Assets Benchmark 1.60% 8.73% 8.45% - -

Global Real Estate
Gross 2.50% 16.62% 14.86% 15.24% 6.37%
Net 2.30% 15.91% 14.31% 14.45% 4.62%
   NCREIF Total Index 3.09% 13.48% 11.90% 12.55% 8.02%

Invesco Core Real Estate - Gross 2.96% 15.83% 13.59% 13.78% 7.08%
Invesco Core Real Estate - Net 2.87% 15.44% 13.17% 13.33% 6.54%
Invesco Real Estate Fund II - Net 0.00% 6.23% 14.50% 24.83% -
Invesco Real Estate Fund III - Net 0.00% 18.70% 17.92% - -
Invesco Asia RE Feeder - Net (0.47%) 16.46% 9.20% 3.14% -
Invesco Value Added Fd IV - Net 0.07% - - - -
JP Morgan - Gross 3.82% 16.01% 14.87% 15.47% 7.26%
JP Morgan - Net 3.34% 14.39% 13.72% 14.45% 6.17%
JP Morgan Alternative Fd - Net 0.00% (33.28%) (8.10%) 1.05% -
JP Morgan China Property Fd - Net 0.08% 16.55% 24.78% 15.33% -
JPM Greater European Opp Fd - Net 0.26% 28.03% 7.10% *******%) -
   NCREIF Total Index 3.09% 13.48% 11.90% 12.55% 8.02%

Timber
Net 0.01% 3.93% 2.37% - -

TIR Teredo 0.00% 15.52% 9.18% 6.18% 9.49%
TIR Springbank 0.02% (1.98%) (1.41%) (2.17%) 2.64%
   NCREIF Timberland Index 0.77% 9.26% 9.77% 6.28% 7.94%

Infrastructure
Gross 1.33% (0.73%) 6.96% - -
Net 1.20% (1.23%) 6.35% - -

JP Morgan Asian Infrastructure - Net (0.58%) (3.21%) 7.59% 3.24% -
JP Morgan IIF - Gross 2.27% (2.25%) 6.28% 7.41% -
JP Morgan IIF - Net 2.07% (3.02%) 5.33% 6.26% -
Grosvenor Cust. Infrastructure - Net (0.18%) 5.33% 9.24% - -
Grosvenor Cust. Infrastructure II - Net (2.94%) - - - -
   CPI-W (0.49%) (0.64%) 0.65% 1.66% 1.78%

Cash & Cash Equivalents - Net 0.03% 0.08% 0.07% 0.09% 1.12%
Cash Account - Net 0.03% 0.08% 0.07% 0.09% 1.11%
    3-month Treasury Bill 0.01% 0.02% 0.06% 0.08% 1.33%

Total Fund
Gross (4.83%) (0.20%) 7.91% 8.16% 5.37%
Net (4.97%) (0.52%) 7.54% 7.73% 5.19%
   Target* (4.53%) (1.19%) 6.47% 7.20% 5.70%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 13.2% Barclays Aggregate Index, 11.0%
MSCI EAFE Index, 9.7% NCREIF Total Index, 4.9% CPI-W, 4.9% Russell 2000 Index, 4.9% NDSIB PEN - Private Equity,
4.9% Barclays HY Corp 2% Issue, 4.9% Global Agg ex USD, 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 September 30, 2015

The top left chart shows the Fund’s asset allocation as of September 30, 2015. 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
22%

Domestic Fixed Income
19%

International Equity
14%

Intl Fixed Income
5%

Real Estate
10%

World Equity
15%

Private Equity
4%

Timber
4%

Infrastructure
5%

Cash & Equivalents
2%

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         508,859   22.1%   21.4%    0.7%          17,113
Domestic Fixed Income         443,328   19.3%   17.0%    2.3%          52,688
International Equity         326,505   14.2%   14.6% (0.4%) (8,986)
Intl Fixed Income         114,950    5.0%    5.0%    0.0%              55
Real Estate         236,165   10.3%   10.0%    0.3%           6,377
World Equity         344,338   15.0%   16.0% (1.0%) (23,323)
Private Equity          88,786    3.9%    5.0% (1.1%) (26,108)
Timber          89,608    3.9%    5.0% (1.1%) (25,286)
Infrastructure         108,680    4.7%    5.0% (0.3%) (6,214)
Cash & Equivalents          36,663    1.6%    1.0%    0.6%          13,684
Total       2,297,881  100.0%  100.0%

Asset Class Weights vs Public Fund Sponsor Database
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(89)(92) (82)
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(29)(39)

(15)(17)
(79)(76)

(5)(5)

(23)
(18) (11)(8)

10th Percentile 49.99 40.95 4.06 12.27 25.30 3.36 17.08 15.24
25th Percentile 45.73 34.13 1.80 8.62 22.15 0.00 10.99 0.00

Median 37.15 27.90 0.56 0.81 18.98 0.00 0.00 0.00
75th Percentile 29.72 21.58 0.00 0.00 14.85 0.00 0.00 0.00
90th Percentile 21.74 14.60 0.00 0.00 12.10 0.00 0.00 0.00

Fund 22.14 19.29 1.60 10.28 14.21 5.00 12.49 14.99

Target 21.40 17.00 1.00 10.00 14.60 5.00 15.00 16.00

% Group Invested 96.03% 97.35% 71.52% 50.33% 92.05% 17.22% 41.06% 22.52%

* 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 - September 30, 2015

The following analysis approaches Total Fund Attribution from the perspective of relative return. Relative return attribution
separates and quantifies the sources of total fund excess return relative to its target. This excess return is separated into two
relative attribution effects: Asset Allocation Effect and Manager Selection Effect. The Asset Allocation Effect represents the
excess return due to the actual total fund asset allocation differing from the target asset allocation. Manager Selection Effect
represents the total fund impact of the individual managers excess returns relative to their benchmarks.

Asset Class Under or Overweighting
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Actual vs Target Returns
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(0.40%)(0.30%)(0.20%)(0.10%) 0.00% 0.10% 0.20% 0.30% 0.40%

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended September 30, 2015

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% (7.16%) (7.98%) 0.19% (0.06%) 0.14%
Domestic Fixed Income 18% 17% (0.71%) (0.58%) (0.03%) 0.06% 0.04%
Real Estate 10% 10% 2.54% 3.09% (0.05%) (0.01%) (0.06%)
Infrastructure 4% 5% 1.33% (0.49%) 0.08% (0.02%) 0.06%
Timber 4% 5% 0.01% 0.77% (0.03%) (0.07%) (0.09%)
International Equity 15% 15% (11.46%) (12.06%) 0.08% (0.01%) 0.07%
International Fixed Incom 5% 5% (2.19%) 0.64% (0.13%) (0.01%) (0.14%)
Private Equity 4% 5% 0.18% 0.18% 0.00% (0.06%) (0.06%)
World Equity 16% 16% (10.15%) (8.45%) (0.28%) 0.02% (0.26%)
Cash & Equivalents 1% 1% 0.03% 0.01% 0.00% 0.02% 0.02%

Total = + +(4.91%) (4.61%) (0.16%) (0.13%) (0.30%)

* 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 - September 30, 2015

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%

Domestic Equity

Domestic Fixed Income

Real Estate

Infrastructure

Timber

International Equity

International Fixed Incom

Private Equity

World Equity

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects

(0.4%)

(0.2%)

0.0%

0.2%

0.4%

0.6%

0.8%

1.0%

1.2%

1.4%

1.6%

2014 2015

Manager Effect

Asset Allocation

Total

One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 1.40% (0.14%) 0.35% 0.01% 0.36%
Domestic Fixed Income 19% 17% 2.55% 1.07% 0.27% 0.03% 0.29%
Real Estate 10% 10% 16.78% 13.48% 0.28% (0.05%) 0.23%
Infrastructure 4% 5% (0.73%) (0.64%) (0.01%) 0.01% (0.00%)
Timber 4% 5% 3.94% 9.26% (0.20%) (0.11%) (0.31%)
International Equity 15% 15% (8.75%) (11.21%) 0.39% (0.04%) 0.36%
International Fixed Incom 5% 5% (7.97%) (7.67%) (0.03%) 0.02% (0.01%)
Private Equity 4% 5% (6.65%) (6.65%) 0.00% 0.02% 0.02%
World Equity 16% 16% (4.56%) (5.09%) 0.08% 0.00% 0.09%
Cash & Equivalents 1% 1% 0.08% 0.02% 0.00% 0.01% 0.01%

Total = + +(0.25%) (1.28%) 1.14% (0.11%) 1.02%

* 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 - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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Domestic Equity 23% 22% 13.79% 12.35% 0.31% 0.10% 0.42%
Domestic Fixed Income 18% 17% 4.66% 2.26% 0.43% 0.00% 0.43%
Real Estate 10% 10% 14.91% 11.90% 0.27% (0.02%) 0.25%
Timber 4% 5% 2.37% 9.77% (0.35%) (0.04%) (0.39%)
Infrastructure 4% 5% 6.98% 0.65% 0.24% 0.07% 0.32%
International Equity 15% 15% 5.01% 3.00% 0.30% (0.02%) 0.28%
International Fixed Incom 5% 5% (2.63%) (4.00%) 0.08% (0.00%) 0.07%
Private Equity 5% 5% 1.37% 1.37% 0.00% (0.01%) (0.01%)
World Equity 15% 15% 8.86% 8.58% 0.09% (0.07%) 0.01%
Cash & Equivalents 1% 1% 0.07% 0.06% 0.00% (0.00%) (0.00%)

Total = + +7.87% 6.48% 1.37% 0.01% 1.38%

* 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 - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five Year Annualized Relative Attribution Effects
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Actual Target Actual Target Manager Asset Relative
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Domestic Equity 28% 27% 13.60% 13.10% 0.04% 0.14% 0.18%
Domestic Fixed Income 20% 19% 6.03% 4.11% 0.35% 0.00% 0.35%
Real Estate 9% 9% 15.40% 12.55% 0.22% 0.02% 0.24%
Timber 4% 4% - - (0.30%) (0.07%) (0.36%)
Infrastructure 3% 4% - - 0.17% 0.09% 0.26%
Interntional Equity 16% 16% 3.80% 1.90% 0.29% (0.06%) 0.23%
International Fixed Incom 5% 5% 1.25% (0.85%) 0.11% (0.01%) 0.10%
Private Equity 5% 5% 4.47% 4.47% 0.00% (0.08%) (0.08%)
World Equity 10% 10% - - 0.03% (0.04%) (0.01%)
Cash & Equivalents 1% 1% 0.08% 0.08% 0.00% (0.02%) (0.02%)

Total = + +8.10% 7.21% 0.91% (0.03%) 0.89%

* 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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Cumulative Total Fund Relative Attribution - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five and One-Quarter Year Annualized Relative Attribution Effects
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Domestic Equity 28% 27% 15.37% 14.76% 0.08% 0.11% 0.19%
Domestic Fixed Income 20% 20% 6.18% 4.53% 0.27% (0.04%) 0.23%
Real Estate 8% 9% 15.90% 12.73% 0.23% 0.02% 0.25%
Timber 4% 4% - - (0.29%) (0.06%) (0.35%)
Infrastructure 3% 4% - - 0.16% 0.09% 0.25%
Interntional Equity 16% 16% 6.53% 4.39% 0.32% (0.06%) 0.26%
International Fixed Incom 5% 5% 3.13% 1.15% 0.11% (0.01%) 0.10%
Private Equity 5% 5% 4.67% 4.67% 0.00% (0.07%) (0.07%)
World Equity 9% 9% - - 0.03% (0.04%) (0.01%)
Cash & Equivalents 1% 1% 0.09% 0.08% 0.00% (0.02%) (0.02%)

Total = + +9.36% 8.52% 0.93% (0.09%) 0.84%

* 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 five and one-quarter year annualized risk and return for each asset class component of the Total
Fund. The first graph contrasts these values with those of the appropriate index for each asset class. The second chart
contrasts them with the risk and return of the median portfolio in each of the appropriate CAI comparative databases. In each
case, the crosshairs on the chart represent the return and risk of the Total Fund.

Five and One-Quarter Year Annualized Risk vs Return
Asset Classes vs Benchmark Indices

0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20% 22%
(2%)

0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

Barclays Aggregate Index

3-month Treasury Bill

International Fixed Income

Domestic Equity

Domestic Fixed Income

Interntional Equity

Real Estate

Private Equity

Russell 2000 Index

MSCI EAFE Index

MSCI World Index

NCREIF Total Index

Russell 1000 Index

MSCI Emerging Mkts  - Net

Cash & Equivalents

Standard Deviation

R
e

tu
rn

s

Five and One-Quarter Year Annualized Risk vs Return
Asset Classes vs Asset Class Median

0% 2% 4% 6% 8% 10% 12% 14% 16% 18%
0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

Pub Pln- Dom Fixed

Private Equity

Cash & Equivalents

Domestic Equity

Domestic Fixed Income
Interntional Equity

Real Estate

Pub Pln- Dom Equity

Public Fund - Cash

Pub Pln- Real Estate

International Fixed Income

Public Fund - Intl Fixed

Pub Pln- Intl Equity

Standard Deviation

R
e

tu
rn

s

 53
NDSIB - Public Employees Retirement System



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 September 30, 2015. 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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75th Percentile (1.63) 5.74 6.65 7.77
90th Percentile (2.52) 4.53 5.98 6.98

Total Fund (0.25) 7.87 8.10 9.36

Policy Target (1.28) 6.48 7.21 8.52
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10th Percentile 1.21 8.45 8.89 10.26
25th Percentile 0.83 7.88 8.46 9.75

Median 0.17 7.58 8.11 9.37
75th Percentile (0.32) 7.16 7.80 9.01
90th Percentile (1.14) 6.66 7.46 8.64

Total Fund (0.25) 7.87 8.10 9.36

Policy Target (1.28) 6.48 7.21 8.52

* 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 September 30, 2015, with
the distribution as of June 30, 2015. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Class Allocation

September 30, 2015 June 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $1,268,488,528 55.20% $(621,244) $(120,391,007) $1,389,500,779 57.36%

Domestic Equity $508,859,381 22.14% $(2,874,025) $(39,859,215) $551,592,621 22.77%
Large Cap 400,321,887 17.42% 476 (24,124,025) 424,445,436 17.52%
Small Cap 108,537,494 4.72% (2,874,501) (15,735,190) 127,147,185 5.25%

International Equity $326,505,113 14.21% $2,401,949 $(41,951,162) $366,054,326 15.11%
Developed Intl Equity 255,570,009 11.12% 2,401,949 (27,606,701) 280,774,762 11.59%
Emerging Markets 70,935,104 3.09% 0 (14,344,460) 85,279,564 3.52%

World Equity $344,338,449 14.99% $194,394 $(38,742,137) $382,886,192 15.80%

Private Equity $88,785,585 3.86% $(343,562) $161,507 $88,967,640 3.67%

GLOBAL FIXED INCOME $558,277,333 24.30% $3,636,696 $(5,722,329) $560,362,966 23.13%

Domestic Fixed Income $443,327,797 19.29% $3,742,711 $(3,152,498) $442,737,584 18.28%
Inv. Grade Fixed Income 312,839,350 13.61% 1,781,583 3,162,450 307,895,316 12.71%
Below Inv. Grade Fixed Income 130,488,447 5.68% 1,961,128 (6,314,948) 134,842,268 5.57%

International Fixed Income $114,949,536 5.00% $(106,015) $(2,569,831) $117,625,382 4.86%

GLOBAL REAL ASSETS $434,452,823 18.91% $(5,479,851) $7,389,511 $432,543,163 17.85%
Real Estate 236,164,921 10.28% (7,390,623) 5,977,736 237,577,808 9.81%
Timber 89,607,737 3.90% (12,745) 12,745 89,607,737 3.70%
Infrastructure 108,680,166 4.73% 1,923,517 1,399,031 105,357,618 4.35%

Cash & Equivalents $36,662,503 1.60% $(3,523,557) $9,182 $40,176,878 1.66%

Securities Lending Income $0 0.00% $(6,422) $6,422 - -

Total Fund $2,297,881,187 100.0% $(5,994,378) $(118,708,220) $2,422,583,785 100.0%

PLEASE REFER TO PAGES 36-38 FOR INVESTMENT MANAGER LEVEL ASSET ALLOCATION.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5 5-1/4

Quarter Year Years Years Years

Global Equity
Gross (8.64%) (3.53%) 9.17% - -
Net (8.81%) (3.84%) 8.80% - -
   Wtd Avg Global Equity Benchmark (8.45%) (4.94%) 7.96% - -

Domestic Equity
Gross (7.16%) 1.40% 13.79% 13.60% 15.37%
Net (7.22%) 1.25% 13.58% 13.34% 15.10%
   Wtd Avg Domestci Equity Benchmark (7.98%) (0.14%) 12.35% 13.10% 14.76%

Large Cap Equity
Gross (5.60%) 1.97% 14.42% 13.91% 15.78%
Net (5.63%) 1.82% 14.23% 13.64% 15.50%
   Benchmark(1) (6.83%) (0.61%) 12.66% 13.47% 15.11%

Small Cap Equity
Gross (12.39%) (0.43%) 11.62% 12.53% 13.98%
Net (12.56%) (0.63%) 11.36% 12.28% 13.71%
   Russell 2000 Index (11.92%) 1.25% 11.02% 11.73% 13.43%

International Equity
Gross (11.46%) (8.75%) 5.01% 3.80% 6.53%
Net (11.51%) (8.92%) 4.74% 3.47% 6.18%
   Wtd Avg Intl Equity Benchmark (12.06%) (11.21%) 3.00% 1.90% 4.39%

Developed Intl Equity
Gross (9.84%) (6.66%) 7.49% 5.06% 7.72%
Net (9.90%) (6.89%) 7.21% 4.74% 7.39%
   Benchmark(2) (10.23%) (8.66%) 5.63% 3.68% 5.76%

Emerging Markets
Gross (16.82%) (15.54%) (3.19%) (0.53%) 2.34%
Net (16.82%) (15.54%) (3.45%) (0.89%) 1.96%
   Benchmark(3) (17.90%) (19.28%) (5.27%) (3.54%) (0.25%)

World Equity
Gross (10.15%) (4.56%) 8.86% - -
Net (10.64%) (5.31%) 8.02% - -
   MSCI World Index (8.45%) (5.09%) 8.58% 8.29% 10.56%

Private Equity
Net 0.18% (6.66%) 1.33% 4.37% 4.57%

(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 39-43 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5 5-1/4

Quarter Year Years Years Years
Global Fixed Income

Gross (1.02%) 0.32% 3.05% - -

Net (1.09%) 0.05% 2.80% - -

   Wtd Avg Global Fixed Income Benchmark (0.28%) (0.92%) 0.85% - -

Domestic Fixed Income
Gross (0.71%) 2.55% 4.66% 6.03% 6.18%

Net (0.77%) 2.33% 4.44% 5.78% 5.93%

   Wtd Avg Domestic FI Benchmark (0.58%) 1.07% 2.26% 4.11% 4.53%

Inv. Grade Fixed Income
Gross 1.03% 3.92% 4.13% 5.22% 5.30%

Net 0.99% 3.79% 4.01% 5.05% 5.12%

   Barclays Aggregate Index 1.23% 2.94% 1.71% 3.10% 3.43%

Below Inv. Grade Fixed Income
Gross (4.70%) (0.73%) 5.98% 8.00% 8.68%

Net (4.80%) (1.15%) 5.51% 7.55% 8.24%

   Barclays HY Corp 2% Issue (4.83%) (3.40%) 3.52% 6.14% 7.14%

International Fixed Income
Gross (2.19%) (7.97%) (2.63%) 1.25% 3.13%

Net (2.27%) (8.38%) (2.98%) 0.89% 2.77%

   Wtd Avg Intl Fixed Income Benchmark 0.64% (7.67%) (4.00%) (0.85%) 1.15%

Global Real Assets
Gross 1.71% 9.56% 9.83% - -

Net 1.57% 9.06% 9.41% - -

   Wtd Avg Global Real Assets Benchmark 1.61% 8.80% 8.51% - -

Real Estate
Gross 2.54% 16.78% 14.91% 15.40% 15.90%

Net 2.34% 16.06% 14.36% 14.83% 15.32%

   NCREIF Total Index 3.09% 13.48% 11.90% 12.55% 12.73%

Timber
Net 0.01% 3.94% 2.37% - -

   NCREIF Timberland Index 0.77% 9.26% 9.77% 6.28% 5.95%

Infrastructure
Gross 1.33% (0.73%) 6.98% - -

Net 1.20% (1.23%) 6.35% - -

   CPI-W (0.49%) (0.64%) 0.65% 1.66% 1.62%

Cash & Equivalents - Net 0.03% 0.08% 0.07% 0.08% 0.09%
3-month Treasury Bill 0.01% 0.02% 0.06% 0.08% 0.08%

Total Fund
Gross (4.91%) (0.25%) 7.87% 8.10% 9.36%

Net (5.05%) (0.58%) 7.52% 7.75% 9.00%

   Target* (4.61%) (1.28%) 6.48% 7.21% 8.52%

* 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 39-43 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Actual vs Target Asset Allocation
As of September 30, 2015

The top left chart shows the Fund’s asset allocation as of September 30, 2015. 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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$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Domestic Equity         439,882   22.1%   21.4%    0.7%          14,888
Domestic Fixed Income         380,495   19.2%   17.0%    2.2%          42,883
International Equity         283,276   14.3%   14.6% (0.3%) (6,673)
Intl Fixed Income          99,292    5.0%    5.0%    0.0% (5)
Real Estate         214,638   10.8%   10.0%    0.8%          16,043
World Equity         293,016   14.8%   16.0% (1.2%) (24,737)
Private Equity          81,495    4.1%    5.0% (0.9%) (17,803)
Timber          81,277    4.1%    5.0% (0.9%) (18,020)
Infrastructure          97,306    4.9%    5.0% (0.1%) (1,991)
Cash & Equivalents          15,276    0.8%    1.0% (0.2%) (4,584)
Total       1,985,953  100.0%  100.0%

Asset Class Weights vs Public Fund Sponsor Database
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(89)(92) (82)(88)

(43)(39)

(13)(17)
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(5)(5)

(22)(18) (11)(8)

10th Percentile 49.99 40.95 4.06 12.27 25.30 3.36 17.08 15.24
25th Percentile 45.73 34.13 1.80 8.62 22.15 0.00 10.99 0.00

Median 37.15 27.90 0.56 0.81 18.98 0.00 0.00 0.00
75th Percentile 29.72 21.58 0.00 0.00 14.85 0.00 0.00 0.00
90th Percentile 21.74 14.60 0.00 0.00 12.10 0.00 0.00 0.00

Fund 22.15 19.16 0.77 10.81 14.26 5.00 13.10 14.75

Target 21.40 17.00 1.00 10.00 14.60 5.00 15.00 16.00

% Group Invested 96.03% 97.35% 71.52% 50.33% 92.05% 17.22% 41.06% 22.52%

* 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 - September 30, 2015

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 September 30, 2015

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 22% 21% (7.15%) (7.98%) 0.19% (0.03%) 0.16%
Domestic Fixed Income 18% 17% (0.77%) (0.58%) (0.04%) 0.06% 0.02%
Real Estate 10% 10% 2.54% 3.09% (0.05%) 0.02% (0.03%)
Infrastructure 5% 5% 1.33% (0.49%) 0.08% (0.01%) 0.06%
Timber 4% 5% 0.01% 0.77% (0.03%) (0.06%) (0.09%)
International Equity 15% 15% (11.22%) (11.69%) 0.06% (0.03%) 0.04%
International Fixed Incom 5% 5% (2.19%) 0.64% (0.13%) (0.01%) (0.14%)
Private Equity 4% 5% 0.18% 0.18% 0.00% (0.05%) (0.05%)
World Equity 16% 16% (10.15%) (8.45%) (0.28%) 0.02% (0.26%)
Cash & Equivalents 1% 1% 0.03% 0.01% 0.00% (0.00%) 0.00%

Total = + +(4.84%) (4.55%) (0.20%) (0.09%) (0.29%)

* 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 - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

One Year Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 22% 21% 1.40% (0.14%) 0.34% 0.02% 0.35%
Domestic Fixed Income 18% 17% 2.50% 1.07% 0.25% 0.03% 0.28%
Real Estate 10% 10% 16.78% 13.48% 0.29% 0.01% 0.30%
Infrastructure 4% 5% (0.73%) (0.64%) (0.00%) 0.02% 0.01%
Timber 4% 5% 3.95% 9.26% (0.21%) (0.09%) (0.30%)
International Equity 15% 15% (8.44%) (10.70%) 0.37% (0.05%) 0.31%
International Fixed Incom 5% 5% (7.97%) (7.67%) (0.02%) (0.00%) (0.02%)
Private Equity 4% 5% (6.64%) (6.64%) 0.00% 0.00% 0.00%
World Equity 16% 16% (4.56%) (5.09%) 0.09% 0.00% 0.09%
Cash & Equivalents 1% 1% 0.08% 0.02% 0.00% (0.01%) (0.01%)

Total = + +(0.17%) (1.19%) 1.10% (0.08%) 1.02%

* 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 - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 22% 13.79% 12.35% 0.31% 0.11% 0.42%
Domestic Fixed Income 18% 17% 4.65% 2.26% 0.43% 0.01% 0.43%
Real Estate 10% 10% 14.91% 11.90% 0.28% 0.00% 0.28%
Timber 5% 5% 2.37% 9.77% (0.35%) (0.04%) (0.39%)
Infrastructure 4% 5% 6.98% 0.65% 0.25% 0.08% 0.32%
International Equity 15% 15% 5.46% 3.53% 0.29% (0.02%) 0.27%
International Fixed Incom 5% 5% (2.62%) (4.00%) 0.08% (0.01%) 0.07%
Private Equity 5% 5% 1.39% 1.39% 0.00% (0.02%) (0.02%)
World Equity 15% 15% 8.86% 8.58% 0.09% (0.07%) 0.02%
Cash & Equivalents 1% 1% 0.07% 0.06% 0.00% (0.00%) (0.00%)

Total = + +7.97% 6.56% 1.37% 0.04% 1.41%

* 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 - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 27% 26% 13.62% 13.09% 0.06% 0.11% 0.17%
Domestic Fixed Income 18% 17% 5.88% 3.97% 0.33% 0.01% 0.34%
Real Estate 10% 10% 15.40% 12.55% 0.26% 0.04% 0.30%
Timber 4% 4% - - (0.29%) (0.01%) (0.30%)
Infrastructure 3% 4% - - 0.17% 0.12% 0.29%
International Equity 18% 17% 4.11% 2.32% 0.33% (0.02%) 0.31%
International Fixed Incom 5% 5% 1.25% (0.85%) 0.12% (0.01%) 0.10%
Private Equity 5% 5% 4.50% 4.50% 0.00% (0.07%) (0.07%)
World Equity 10% 10% - - 0.04% (0.04%) (0.01%)
Cash & Equivalents 1% 1% 0.08% 0.08% 0.00% (0.01%) (0.01%)

Total = + +8.20% 7.06% 1.02% 0.13% 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 - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five and One-Quarter Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 28% 27% 15.38% 14.75% 0.09% 0.10% 0.19%
Domestic Fixed Income 18% 17% 6.20% 4.56% 0.28% (0.01%) 0.27%
Real Estate 10% 10% 15.90% 12.73% 0.29% 0.03% 0.33%
Timber 4% 4% - - (0.28%) (0.01%) (0.29%)
Infrastructure 3% 4% - - 0.16% 0.12% 0.28%
International Equity 18% 18% 6.76% 4.67% 0.40% (0.02%) 0.38%
International Fixed Incom 5% 5% 3.13% 1.15% 0.11% (0.01%) 0.10%
Private Equity 5% 5% 4.70% 4.70% 0.00% (0.05%) (0.05%)
World Equity 9% 9% - - 0.04% (0.04%) (0.01%)
Cash & Equivalents 1% 1% 0.09% 0.08% 0.00% (0.02%) (0.02%)

Total = + +9.69% 8.51% 1.10% 0.08% 1.18%

* 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.

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, 11.8% 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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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 five and one-quarter year annualized risk and return for each asset class component of the Total
Fund. The first graph contrasts these values with those of the appropriate index for each asset class. The second chart
contrasts them with the risk and return of the median portfolio in each of the appropriate CAI comparative databases. In each
case, the crosshairs on the chart represent the return and risk of the Total Fund.
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Total Fund Ranking

The first two charts show the ranking of the Total Fund’s performance relative to that of the Public Fund Sponsor Database
for periods ended September 30, 2015. The first chart is a standard unadjusted ranking. In the second chart each fund in the
database is adjusted to have the same historical asset allocation as that of the Total Fund.
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90th Percentile (2.52) 4.53 5.98 6.98

Total Fund (0.17) 7.97 8.20 9.69
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Median 0.26 7.62 7.94 9.38
75th Percentile (0.23) 7.22 7.62 9.02
90th Percentile (1.07) 6.70 7.24 8.64

Total Fund (0.17) 7.97 8.20 9.69

Policy Target (1.19) 6.56 7.06 8.51

* 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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* 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 September 30, 2015, with
the distribution as of June 30, 2015. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Class Allocation

September 30, 2015 June 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $1,097,668,560 55.27% $2,724,197 $(103,307,993) $1,198,252,356 56.96%

Domestic Equity $439,881,961 22.15% $10,920,273 $(33,500,642) $462,462,330 21.98%
Large Cap 345,000,161 17.37% 9,112,031 (20,340,728) 356,228,858 16.93%
Small Cap 94,881,800 4.78% 1,808,242 (13,159,915) 106,233,472 5.05%

International Equity $283,275,783 14.26% $(1,276,740) $(36,241,952) $320,794,475 15.25%
Developed Intl Equity 229,657,419 11.56% (3,163,740) (25,383,590) 258,204,749 12.27%
Emerging Markets 53,618,364 2.70% 1,887,000 (10,858,362) 62,589,726 2.98%

World Equity $293,015,783 14.75% $(6,603,985) $(33,713,644) $333,333,412 15.84%

Private Equity $81,495,033 4.10% $(315,351) $148,245 $81,662,139 3.88%

GLOBAL FIXED INCOME $479,787,185 24.16% $543,333 $(5,155,402) $484,399,254 23.02%

Fixed Income Comp $380,494,942 19.16% $785,031 $(2,937,342) $382,647,254 18.19%
Investment Grade Fixed 268,308,366 13.51% 3,391,313 2,694,740 262,222,313 12.46%
Below Inv. Grade Fixed Income 112,186,576 5.65% (2,606,283) (5,632,082) 120,424,941 5.72%

International Fixed Income $99,292,243 5.00% $(241,698) $(2,218,060) $101,752,001 4.84%

GLOBAL REAL ASSETS $393,221,760 19.80% $(5,006,300) $6,697,033 $391,531,027 18.61%
Real Estate 214,638,054 10.81% (6,716,953) 5,432,854 215,922,154 10.26%
Timber 81,277,245 4.09% (11,560) 11,560 81,277,245 3.86%
Infrastructure 97,306,462 4.90% 1,722,214 1,252,619 94,331,628 4.48%

Cash & Equivalents $15,275,609 0.77% $(14,358,498) $5,876 $29,628,231 1.41%

Securities Lending Income $0 0.00% $(5,630) $5,630 - -

Total Fund $1,985,953,114 100.0% $(16,102,897) $(101,754,856) $2,103,810,868 100.0%

PLEASE REFER TO PAGES 36-38 FOR INVESTMENT MANAGER LEVEL ASSET ALLOCATION.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5 5-1/4

Quarter Year Years Years Years

Global Equity
Gross (8.57%) (3.49%) 9.28% - -
Net (8.74%) (3.80%) 8.91% - -
   Wtd Avg Global Equity Benchmark (8.35%) (4.81%) 8.10% - -

Domestic Equity
Gross (7.15%) 1.40% 13.79% 13.62% 15.38%
Net (7.21%) 1.24% 13.59% 13.36% 15.11%
   Wtd Avg Domestic Equity Benchmark (7.98%) (0.14%) 12.35% 13.09% 14.75%

Large Cap Equity
Gross (5.60%) 1.97% 14.38% 13.89% 15.76%
Net (5.63%) 1.82% 14.19% 13.63% 15.49%
   Benchmark(1) (6.83%) (0.61%) 12.66% 13.47% 15.11%

Small Cap Equity
Gross (12.39%) (0.43%) 11.62% 12.57% 14.01%
Net (12.56%) (0.63%) 11.37% 12.31% 13.74%
   Russell 2000 Index (11.92%) 1.25% 11.02% 11.73% 13.43%

International Equity
Gross (11.22%) (8.44%) 5.46% 4.11% 6.76%
Net (11.27%) (8.62%) 5.18% 3.79% 6.42%
   Wtd Avg Intl Equity Benchmark (11.69%) (10.70%) 3.53% 2.32% 4.67%

Developed Intl Equity
Gross (9.84%) (6.66%) 7.50% 5.22% 7.79%
Net (9.90%) (6.89%) 7.22% 4.90% 7.46%
   Benchmark(2) (10.23%) (8.66%) 5.63% 3.68% 5.76%

Emerging Markets
Gross (16.82%) (15.54%) (3.19%) (0.57%) 2.30%
Net (16.82%) (15.54%) (3.45%) (0.94%) 1.92%
   Benchmark(3) (17.90%) (19.28%) (5.27%) (3.54%) (0.25%)

World Equity
Gross (10.15%) (4.56%) 8.86% - -
Net (10.64%) (5.30%) 8.02% - -
   MSCI World Index (8.45%) (5.09%) 8.58% 8.29% 10.56%

Private Equity
Net 0.18% (6.66%) 1.34% 4.40% 4.60%

(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 39-43 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5 5-1/4

Quarter Year Years Years Years
Global Fixed Income

Gross (1.06%) 0.21% 3.01% - -

Net (1.13%) (0.06%) 2.77% - -

   Wtd Avg Global Fixed Inc. Benchmark (0.28%) (0.92%) 0.85% - -

Domestic Fixed Income
Gross (0.77%) 2.50% 4.65% 5.88% 6.20%

Net (0.83%) 2.27% 4.43% 5.77% 6.07%

   Wtd Avg Domestic FI Benchmark (0.58%) 1.07% 2.26% 3.97% 4.56%

Inv. Grade Fixed Income
Gross 1.03% 3.91% 4.12% 5.22% 5.31%

Net 0.99% 3.77% 4.01% 5.05% 5.13%

   Barclays Aggregate Index 1.23% 2.94% 1.71% 3.10% 3.43%

Below Inv. Grade Fixed Income
Gross (4.70%) (0.73%) 5.98% 7.99% 8.67%

Net (4.80%) (1.15%) 5.51% 7.54% 8.23%

   Barclays HY Corp 2% Issue (4.83%) (3.40%) 3.52% 6.14% 7.14%

International Fixed Income
Gross (2.19%) (7.97%) (2.62%) 1.25% 3.13%

Net (2.27%) (8.38%) (2.98%) 0.89% 2.77%

   Wtd Avg Intl Fixed Income Benchmark 0.64% (7.67%) (4.00%) (0.85%) 1.15%

Global Real Assets
Gross 1.71% 9.60% 9.85% - -

Net 1.57% 9.10% 9.43% - -

   Wtd Avg Global Real Assets Benchmark 1.61% 8.80% 8.51% - -

Real Estate
Gross 2.54% 16.78% 14.91% 15.40% 15.90%

Net 2.34% 16.06% 14.36% 14.82% 15.32%

   NCREIF Total Index 3.09% 13.48% 11.90% 12.55% 12.73%

Timber
Net 0.01% 3.95% 2.37% - -

   NCREIF Timberland Index 0.77% 9.26% 9.77% 6.28% 5.95%

Infrastructure
Gross 1.33% (0.73%) 6.98% - -

Net 1.20% (1.23%) 6.35% - -

   CPI-W (0.49%) (0.64%) 0.65% 1.66% 1.62%

Cash & Equivalents - Net 0.03% 0.08% 0.07% 0.08% 0.09%
3-month Treasury Bill 0.01% 0.02% 0.06% 0.08% 0.08%

Total Fund
Gross (4.84%) (0.17%) 7.97% 8.20% 9.69%

Net (4.98%) (0.50%) 7.63% 7.84% 9.32%

   Target* (4.55%) (1.19%) 6.56% 7.06% 8.51%

* 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 39-43 FOR INVESTMENT MANAGER LEVEL RETURNS.
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L.A. Capital
Period Ended September 30, 2015

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 (4.96)% return for the
quarter placing it in the 35 percentile of the CAI Large Cap
Growth Style group for the quarter and in the 24 percentile
for the last year.

L.A. Capital’s portfolio outperformed the Russell 1000
Growth Index by 0.33% for the quarter and outperformed the
Russell 1000 Growth Index for the year by 2.42%.

Quarterly Asset Growth

Beginning Market Value $316,440,921

Net New Investment $-146,161

Investment Gains/(Losses) $-15,700,608

Ending Market Value $300,594,152

Performance vs CAI Large Cap Growth Style (Gross)
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(55)

(32)(40)

(28)(52) (20)
(72)

10th Percentile (3.94) 7.15 13.64 16.63 16.38 9.72 9.58
25th Percentile (4.54) 5.32 12.38 15.02 15.22 8.86 8.71

Median (5.46) 3.94 10.67 13.76 13.91 8.17 8.08
75th Percentile (6.16) 2.32 9.57 12.87 12.98 7.55 7.50
90th Percentile (7.48) 0.10 8.81 11.91 12.30 6.42 6.93

L.A. Capital (4.96) 5.60 12.43 14.87 15.01 8.76 8.89

Russell 1000
Growth Index (5.29) 3.17 10.87 13.61 14.47 8.09 7.60

Relative Return vs Russell 1000 Growth Index
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L.A. Capital Management Enhanced Index
Period Ended September 30, 2015

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 (5.26)% return
for the quarter placing it in the 13 percentile of the CAI Large
Cap Core Style group for the quarter and in the 19 percentile
for the last year.

LACM Enhanced Index’s portfolio outperformed the Russell
1000 Index by 1.57% for the quarter and outperformed the
Russell 1000 Index for the year by 2.09%.

Quarterly Asset Growth

Beginning Market Value $204,948,213

Net New Investment $-53,120

Investment Gains/(Losses) $-10,779,767

Ending Market Value $194,115,326

Performance vs CAI Large Cap Core Style (Gross)
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(50)(91)

10th Percentile (4.86) 3.10 11.01 14.73 15.17 8.42 6.59
25th Percentile (6.01) 1.06 10.27 13.97 14.50 7.83 5.85

Median (6.80) (0.30) 9.40 12.96 13.59 7.34 5.02
75th Percentile (7.87) (1.81) 8.05 12.19 12.26 6.82 4.57
90th Percentile (8.57) (3.46) 6.85 10.93 11.35 6.39 4.29

LACM
Enhanced Index (5.26) 1.48 10.03 13.77 13.86 7.71 5.02

Russell 1000 Index (6.83) (0.61) 8.76 12.66 13.42 6.95 4.14

Relative Return vs Russell 1000 Index
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Northern Trust AM Enh S&P500
Period Ended September 30, 2015

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 (6.50)%
return for the quarter placing it in the 42 percentile of the CAI
Large Cap Core Style group for the quarter and in the 82
percentile for the last year.

Northern Trust AM Enh S&P500’s portfolio underperformed
the S&P 500 Index by 0.06% for the quarter and
underperformed the S&P 500 Index for the year by 1.73%.

Quarterly Asset Growth

Beginning Market Value $125,534,400

Net New Investment $10,000,000

Investment Gains/(Losses) $-9,059,566

Ending Market Value $126,474,833

Performance vs CAI Large Cap Core Style (Gross)
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10th Percentile (4.86) 3.10 11.01 14.73 15.17 8.42 6.59
25th Percentile (6.01) 1.06 10.27 13.97 14.50 7.83 5.85

Median (6.80) (0.30) 9.40 12.96 13.59 7.34 5.02
75th Percentile (7.87) (1.81) 8.05 12.19 12.26 6.82 4.57
90th Percentile (8.57) (3.46) 6.85 10.93 11.35 6.39 4.29

Northern Trust
AM Enh S&P500 (6.50) (2.34) 9.57 13.34 14.39 7.05 4.27

S&P 500 Index (6.44) (0.61) 9.09 12.40 13.34 6.80 3.96

Relative Return vs S&P 500 Index
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Parametric Clifton Enh S&P
Period Ended September 30, 2015

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 (6.41)%
return for the quarter placing it in the 39 percentile of the CAI
Large Cap Core Style group for the quarter and in the 58
percentile for the last year.

Parametric Clifton Enh S&P’s portfolio outperformed the
S&P 500 Index by 0.03% for the quarter and
underperformed the S&P 500 Index for the year by 0.04%.

Quarterly Asset Growth

Beginning Market Value $177,988,438

Net New Investment $-3,940

Investment Gains/(Losses) $-11,404,947

Ending Market Value $166,579,551

Performance vs CAI Large Cap Core Style (Gross)
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(54)(60)

(72)(69) (48)(57)

10th Percentile (4.86) 3.10 11.01 14.73 13.17
25th Percentile (6.01) 1.06 10.27 13.97 12.53

Median (6.80) (0.30) 9.40 12.96 11.79
75th Percentile (7.87) (1.81) 8.05 12.19 10.95
90th Percentile (8.57) (3.46) 6.85 10.93 8.96

Parametric
Clifton Enh S&P (6.41) (0.65) 9.27 12.31 11.83

S&P 500 Index (6.44) (0.61) 9.09 12.40 11.57

Relative Return vs S&P 500 Index
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Callan
Period Ended September 30, 2015

Investment Philosophy
The fundamental belief inherent in this strategy is that the stock-weightings reflected in the average portfolio of a broad
universe of institutional Small Cap managers is a more efficient representation of the Small Cap market than any of the
more mechanical Small Cap indices that are typically employed as benchmarks. Hence, a portfolio designed to generate
the return of this average portfolio in the most cost-effective possible manner will consistently out-perform the standard
benchmarks on a risk-adjusted basis over time. This process results in a total portfolio made up of 40 equity sub-advisors,
equally weighted in the Fund’s portfolio, which very closely tracks the performance of the average actively managed
institutional small cap product (historical tracking error since inception of approximately one percent annualized).

Quarterly Summary and Highlights
Callan’s portfolio posted a (13.11)% return for the quarter
placing it in the 76 percentile of the CAI MF - Small Cap
Broad Style group for the quarter and in the 77 percentile for
the last year.

Callan’s portfolio underperformed the Russell 2000 Index by
1.19% for the quarter and underperformed the Russell 2000
Index for the year by 4.26%.

Quarterly Asset Growth

Beginning Market Value $124,068,544

Net New Investment $0

Investment Gains/(Losses) $-16,265,111

Ending Market Value $107,803,433

Performance vs CAI MF - Small Cap Broad Style (Net)

(20%)

(15%)

(10%)

(5%)

0%

5%

10%

15%

20%

Fiscal YTD Last Last 2 Years Last 3 Years Last 5 Years Last 9-1/4
Year Years

(76)(61)

(77)

(48) (72)
(52)

(58)(51) (48)(47)

(56)(62)

10th Percentile (7.98) 6.39 6.06 14.46 14.92 8.20
25th Percentile (9.86) 3.07 4.71 12.96 12.88 7.67

Median (11.28) 1.09 2.72 11.32 11.49 6.41
75th Percentile (13.01) (2.86) 0.42 9.66 10.11 5.02
90th Percentile (15.46) (8.42) (2.94) 6.94 8.05 3.92

Callan (13.11) (3.02) 0.57 10.75 11.54 6.20

Russell 2000 Index (11.92) 1.25 2.58 11.02 11.73 6.06

Relative Return vs Russell 2000 Index
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Parametric Clifton Enh SmCap
Period Ended September 30, 2015

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 (11.70)%
return for the quarter placing it in the 71 percentile of the CAI
Small Capitalization Style group for the quarter and in the 60
percentile for the last year.

Parametric Clifton Enh SmCap’s portfolio outperformed the
Russell 2000 Index by 0.22% for the quarter and
outperformed the Russell 2000 Index for the year by 0.94%.

Quarterly Asset Growth

Beginning Market Value $126,707,269

Net New Investment $-452,665

Investment Gains/(Losses) $-14,791,874

Ending Market Value $111,462,731

Performance vs CAI Small Capitalization Style (Gross)
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(71)(74)
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(79)
(58)

(80)

10th Percentile (7.13) 9.33 8.33 16.69 16.76 16.80
25th Percentile (8.72) 5.51 6.36 15.01 15.61 15.40

Median (10.33) 2.86 4.51 12.88 13.70 13.64
75th Percentile (12.02) 0.22 1.81 11.07 12.08 12.34
90th Percentile (14.83) (3.42) (0.32) 8.94 10.47 10.86

Parametric
Clifton Enh SmCap (11.70) 2.19 3.71 11.91 12.95 13.20

Russell 2000 Index (11.92) 1.25 2.58 11.02 11.73 11.81

Relative Return vs Russell 2000 Index
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Capital Group
Period Ended September 30, 2015

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 (12.54)% return for the
quarter placing it in the 91 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 75 percentile for
the last year.

Capital Group’s portfolio underperformed the Benchmark by
2.31% for the quarter and underperformed the Benchmark
for the year by 0.73%.

Quarterly Asset Growth

Beginning Market Value $136,969,814

Net New Investment $-142,984

Investment Gains/(Losses) $-17,163,417

Ending Market Value $119,663,413

Performance vs CAI Non-U.S. Equity Style (Gross)
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(76) (89)(94)

(48)
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10th Percentile (7.88) (2.43) 1.96 9.16 7.35 6.37 9.43
25th Percentile (8.76) (4.53) 0.53 7.81 6.34 5.52 8.52

Median (10.02) (6.86) (1.10) 6.31 5.02 4.24 7.60
75th Percentile (11.32) (9.40) (2.54) 4.83 3.78 3.67 7.16
90th Percentile (12.47) (11.80) (3.94) 3.30 2.62 3.03 6.58

Capital Group (12.54) (9.39) (3.45) 5.57 4.63 3.07 7.77

Benchmark (10.23) (8.66) (2.42) 5.63 3.68 2.66 5.60

Relative Return vs Benchmark
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DFA International Small Cap Value Fund
Period Ended September 30, 2015

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 (9.22)% return
for the quarter placing it in the 67 percentile of the MF -
International Small Cap  Obj group for the quarter and in the
69 percentile for the last year.

DFA Intl Small Cap Value’s portfolio underperformed the
World ex US SC Value by 0.40% for the quarter and
outperformed the World ex US SC Value for the year by
2.59%.

Quarterly Asset Growth

Beginning Market Value $79,282,009

Net New Investment $0

Investment Gains/(Losses) $-7,307,960

Ending Market Value $71,974,049

Performance vs MF - International Small Cap  Obj (Net)
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(67)(63)
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(70) (46)
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(33)(52)

10th Percentile (4.30) 4.46 4.37 11.45 9.17 4.29
25th Percentile (5.85) 1.95 2.87 10.84 8.34 2.95

Median (7.29) (1.48) 1.17 9.64 7.29 1.93
75th Percentile (9.43) (4.96) (1.30) 6.94 5.65 0.74
90th Percentile (11.13) (9.41) (3.24) 4.19 3.65 (0.14)

DFA Intl
Small Cap Value (9.22) (4.00) 1.19 10.98 7.38 2.59

World ex
US SC Value (8.82) (6.60) (1.54) 7.87 5.27 1.91

Relative Return vs World ex US SC Value
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Northern Tr AM Wrld ex US
Period Ended September 30, 2015

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 (10.53)%
return for the quarter placing it in the 63 percentile of the CAI
Non-U.S. Equity Style group for the quarter and in the 81
percentile for the last year.

Northern Tr AM Wrld ex US’s portfolio outperformed the
MSCI World ex US by 0.04% for the quarter and
outperformed the MSCI World ex US for the year by 0.29%.

Quarterly Asset Growth

Beginning Market Value $246,938,887

Net New Investment $-20,903

Investment Gains/(Losses) $-25,999,690

Ending Market Value $220,918,294

Performance vs CAI Non-U.S. Equity Style (Gross)
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Median (10.02) (6.86) (4.47)
75th Percentile (11.32) (9.40) (5.92)
90th Percentile (12.47) (11.80) (7.76)

Northern Tr
AM Wrld ex US (10.53) (9.84) (5.93)

MSCI World ex US (10.57) (10.14) (6.28)

Relative Return vs MSCI World ex US
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Wellington Management
Period Ended September 30, 2015

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 (4.38)% return
for the quarter placing it in the 11 percentile of the CAI
International Small Cap Style group for the quarter and in
the 22 percentile for the last year.

Wellington Management’s portfolio outperformed the S&P
BMI EPAC <$2 B by 3.98% for the quarter and
outperformed the S&P BMI EPAC <$2 B for the year by
5.83%.

Quarterly Asset Growth

Beginning Market Value $90,139,390

Net New Investment $-187,005

Investment Gains/(Losses) $-3,935,501

Ending Market Value $86,016,884

Performance vs CAI International Small Cap Style (Gross)
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10th Percentile (4.22) 6.66 7.43 14.77 12.01 9.19 13.33
25th Percentile (5.23) 3.91 4.67 12.84 10.74 7.90 12.23

Median (6.69) 1.29 3.50 11.71 9.47 6.87 11.32
75th Percentile (8.36) (2.24) 1.08 8.95 7.54 6.37 9.93
90th Percentile (10.07) (4.86) (1.56) 5.34 5.30 3.25 8.26

Wellington
Management (4.38) 4.38 3.70 13.37 10.99 7.55 11.13

S&P BMI
EPAC <$2 B (8.35) (1.45) 1.18 8.94 6.08 4.45 9.38

Relative Return vs S&P BMI EPAC <$2 B
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Axiom Emerging Markets
Period Ended September 30, 2015

Investment Philosophy
The Emerging Markets Equity strategy seeks to invest in emerging market securities issued by companies whose key
business drivers are both improving and exceeding expectations, as determined by Axiom’s stock selection techniques
focused on fundamental company analysis.  The strategy considers companies either (i) located in countries that are not
included in the MSCI Developed Markets Index series or (ii) that derive a majority of their revenues or assets from a
country or countries not included in the MSCI Developed Markets Index series, in each case at the time of investment.
Although the Manager generally expects the strategy’s investment portfolio to be geographically diverse, there are no
prescribed limits on geographic distribution of the strategy’s investments and the strategy has the authority to invest in
securities traded in securities markets or any country in the world.

Quarterly Summary and Highlights
Axiom Emerging Markets’s portfolio posted a (17.22)%
return for the quarter placing it in the 56 percentile of the CAI
MF - Emerging Markets Style group for the quarter and in
the 22 percentile for the last year.

Axiom Emerging Markets’s portfolio outperformed the MSCI
Emerging Mkts  - Net Idx by 0.68% for the quarter and
outperformed the MSCI Emerging Mkts  - Net Idx for the
year by 3.71%.

Quarterly Asset Growth

Beginning Market Value $117,866,297

Net New Investment $0

Investment Gains/(Losses) $-20,296,229

Ending Market Value $97,570,068

Performance vs CAI MF - Emerging Markets Style (Net)
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Median (16.63) (18.48)
75th Percentile (19.55) (24.78)
90th Percentile (22.11) (36.85)

Axiom Emerging
Markets (17.22) (15.57)

MSCI Emerging
Mkts  - Net Idx (17.90) (19.28)

Relative Returns vs
MSCI Emerging Mkts  - Net Idx
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DFA Emerging Markets
Period Ended September 30, 2015

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 (15.45)% return
for the quarter placing it in the 22 percentile of the CAI MF -
Emerging Markets Style group for the quarter and in the 21
percentile for the last year.

DFA Emerging Markets’s portfolio outperformed the MSCI
Emerging Mkts  - Net Idx by 2.44% for the quarter and
outperformed the MSCI Emerging Mkts  - Net Idx for the
year by 3.93%.

Quarterly Asset Growth

Beginning Market Value $36,467,673

Net New Investment $2,500,000

Investment Gains/(Losses) $-6,006,314

Ending Market Value $32,961,360

Performance vs CAI MF - Emerging Markets Style (Net)
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(22)
(65)

(21)
(55)
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(11)
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(19)
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(2)
(33)

10th Percentile (14.54) (11.91) (2.79) (0.67) (1.09) 4.29
25th Percentile (15.49) (16.76) (5.97) (2.19) (2.35) 3.84

Median (16.63) (18.48) (8.12) (5.44) (3.81) 2.72
75th Percentile (19.55) (24.78) (11.87) (7.80) (5.13) 1.56
90th Percentile (22.11) (36.85) (21.25) (16.25) (13.12) (0.18)

DFA Emerging
Markets (15.45) (15.35) (3.45) (0.87) (1.38) 7.13

MSCI Emerging
Mkts  - Net Idx (17.90) (19.28) (8.24) (5.27) (3.57) 3.64

Relative Returns vs
MSCI Emerging Mkts  - Net Idx
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EPOCH Investment
Period Ended September 30, 2015

Investment Philosophy
Epoch seeks to produce superior risk adjusted returns by building portfolios of businesses with outstanding risk/reward
profiles without running a high degree of capital risk. They analyze businesses in the same manner private investors would
in looking to purchase the entire company. The strategy only invests in businesses that are understood and where they
have confidence in the financial statements. They seek businesses that generate "free cash flow" and securities that have
unrecognized potential yet possess a combination of above average yield, above average free cash flow growth, and/or
below average valuation. Global Choice is a "best ideas" portfolio at Epoch with every stock held in other strategies
managed by the firm. The EPOCH Blended Benchmark consists of the S&P 500 Index through 12/31/2011 and the
MSCI World Index thereafter.

Quarterly Summary and Highlights
EPOCH Investment’s portfolio posted a (9.22)% return for
the quarter placing it in the 58 percentile of the CAI Global
Equity Broad Style group for the quarter and in the 26
percentile for the last year.

EPOCH Investment’s portfolio underperformed the EPOCH
Blended Benchmark by 0.77% for the quarter and
outperformed the EPOCH Blended Benchmark for the year
by 3.27%.

Quarterly Asset Growth

Beginning Market Value $329,591,814

Net New Investment $-530,931

Investment Gains/(Losses) $-30,329,923

Ending Market Value $298,730,960

Performance vs CAI Global Equity Broad Style (Gross)
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(58)(43)

(26)

(69)

(50)(59)

(37)
(66)

(32)(25)

(13)
(35)

10th Percentile (6.60) 0.82 7.05 13.19 11.54 5.44
25th Percentile (7.49) (1.48) 5.15 10.99 10.35 4.07

Median (8.57) (3.51) 3.73 9.59 8.87 2.63
75th Percentile (10.25) (6.05) 1.66 7.57 7.32 1.67
90th Percentile (11.88) (10.30) (0.50) 5.91 5.73 (0.08)

EPOCH Investment (9.22) (1.82) 3.72 10.32 9.98 5.15

EPOCH Blended
Benchmark (8.45) (5.09) 3.19 8.58 10.35 3.42

Relative Returns vs
EPOCH Blended Benchmark
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LSV Asset Management
Period Ended September 30, 2015

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 (10.91)% return
for the quarter placing it in the 80 percentile of the CAI
Global Equity Broad Style group for the quarter and in the 76
percentile for the last year.

LSV Asset Management’s portfolio underperformed the
MSCI ACWI Idx by 1.57% for the quarter and
underperformed the MSCI ACWI Idx for the year by 0.45%.

Quarterly Asset Growth

Beginning Market Value $431,058,260

Net New Investment $-3,331,527

Investment Gains/(Losses) $-46,707,376

Ending Market Value $381,019,357

Performance vs CAI Global Equity Broad Style (Gross)
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25th Percentile (7.49) (1.48) 5.15 8.41

Median (8.57) (3.51) 3.73 6.89
75th Percentile (10.25) (6.05) 1.66 5.15
90th Percentile (11.88) (10.30) (0.50) 2.97

LSV Asset
Management (10.91) (6.61) 3.31 6.79

MSCI ACWI Idx (9.34) (6.16) 2.47 5.07

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 September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5 26-1/2

Quarter Year Years Years Years

Private Equity 0.18% (6.64%) 1.44% 4.50% 8.44%

Adams Street Direct Co-Invest Fd 1.22% 23.99% 18.03% 16.66% -
Adams Street Direct Fd 2010 4.25% 8.91% 14.99% 11.62% -
Adams Street 1998 Partnership 0.77% (0.42%) 5.34% 2.35% -
Adams Street 1999 Partnership 0.00% (15.44%) 0.69% 4.91% -
Adams Street 2000 Partnership 0.00% (7.15%) (0.02%) 5.44% -
Adams Street 2001 Partnership (3.81%) (2.25%) 8.89% 9.39% -
Adams Street 2002 Partnership 0.00% (15.20%) 0.84% 7.59% -
Adams Street 2003 Partnership 0.00% 13.43% 16.77% 11.95% -
Adams Street 2010 Partnership 0.00% 18.37% 14.62% 13.36% -
Adams Street 2008 Fund 0.00% 7.59% 10.92% 9.84% -
Adams Street 1999 Non-US 0.00% (12.35%) 2.35% 13.23% -
Adams Street 2000 Non-US 0.00% (3.36%) (0.40%) 4.13% -
Adams Street 2001 Non-US 48.10% 59.65% 37.56% 20.01% -
Adams Street 2002 Non-US (0.23%) (9.60%) 1.04% 5.64% -
Adams Street 2003 Non-US 0.00% (5.76%) 12.19% 15.20% -
Adams Street 2004 Non-US 0.00% (6.43%) 11.33% 9.97% -
Adams Street 2010 Non-US 0.00% (2.43%) 6.12% 3.01% -
Adams Street 2010 NonUS Emg 0.00% 16.39% 6.54% - -
Adams Street BVCF IV Fund 0.00% 1.39% 30.67% 59.66% -

CorsAir III (0.42%) (8.77%) (6.57%) (2.85%) -
ND Investors (0.23%) (5.27%) 0.37% 1.17% -
CorsAir IV (0.65%) 30.87% 17.96% 5.37% -
Capital International V (0.28%) (13.32%) (4.74%) 3.46% -
Capital International VI (1.10%) (21.66%) (16.43%) - -
EIG Energy Fund XIV 0.64% (23.29%) (9.98%) (2.66%) -
Lewis & Clark 0.00% (32.09%) (13.56%) (5.81%) -
Lewis & Clark II 0.00% (14.35%) (8.65%) (7.39%) -
Quantum Energy Partners 0.00% (28.27%) 8.78% 15.35% -
Quantum Resources 53.88% (12.39%) (6.33%) 14.03% -
Matlin Patterson I 0.00% 0.00% (1.23%) 638.01% -
Matlin Patterson II (0.00%) 19.60% (3.46%) (36.19%) -
Matlin Patterson III (0.40%) (2.68%) 8.29% 23.83% -

Russell 1000 Index (6.83%) (0.61%) 12.66% 13.42% 9.83%
Russell 2000 Index (11.92%) 1.25% 11.02% 11.73% 9.15%
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Declaration Total Return
Period Ended September 30, 2015

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 0.89% return
for the quarter placing it in the 47 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 0.81% for the quarter and outperformed the
Libor-3 Month for the year by 3.57%.

Quarterly Asset Growth

Beginning Market Value $84,489,780

Net New Investment $-29,684

Investment Gains/(Losses) $754,378

Ending Market Value $85,214,474

Performance vs CAI Intermediate Fixed-Inc Style (Gross)
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10th Percentile 1.15 3.09 3.15 2.18 2.73
25th Percentile 1.04 2.87 2.84 1.89 2.40

Median 0.89 2.70 2.62 1.65 2.09
75th Percentile 0.74 2.40 2.49 1.50 1.83
90th Percentile 0.56 2.12 2.36 1.33 1.63

Declaration
Total Return A 0.89 3.84 5.12 5.15 5.86

Barclays
Aggregate Index B 1.23 2.94 3.45 1.71 2.07

Libor-3 Month 0.08 0.27 0.25 0.27 0.28

Relative Return vs Libor-3 Month
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J.P. Morgan MBS
Period Ended September 30, 2015

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 1.48% return for the
quarter placing it in the 8 percentile of the CAI Mtg-Backed
FI Style group for the quarter and in the 49 percentile for the
last year.

J.P. Morgan MBS’s portfolio outperformed the Barclays
Mortgage by 0.18% for the quarter and outperformed the
Barclays Mortgage for the year by 0.29%.

Quarterly Asset Growth

Beginning Market Value $124,349,721

Net New Investment $-126,541

Investment Gains/(Losses) $1,839,028

Ending Market Value $126,062,208

Performance vs CAI Mtg-Backed FI Style (Gross)
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10th Percentile 1.47 4.77
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J.P. Morgan MBS 1.48 3.72

Barclays Mortgage 1.30 3.43

Relative Return vs Barclays Mortgage
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PIMCO DiSCO II
Period Ended September 30, 2015

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 0.39% return for the
quarter placing it in the 94 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 31 percentile
for the last year.

PIMCO DiSCO II’s portfolio underperformed the Barclays
Aggregate Index by 0.84% for the quarter and outperformed
the Barclays Aggregate Index for the year by 0.31%.

Quarterly Asset Growth

Beginning Market Value $87,857,199

Net New Investment $0

Investment Gains/(Losses) $342,808

Ending Market Value $88,200,007

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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10th Percentile 1.47 3.63 4.38 2.64 3.85
25th Percentile 1.30 3.34 4.03 2.32 3.41

Median 1.10 3.00 3.74 2.05 3.14
75th Percentile 0.84 2.61 3.51 1.87 2.79
90th Percentile 0.59 2.15 3.16 1.62 2.60

PIMCO DiSCO II A 0.39 3.25 7.23 12.49 17.12
Barclays Mortgage B 1.30 3.43 3.61 1.98 2.33

Barclays
Aggregate Index 1.23 2.94 3.45 1.71 2.43

Relative Return vs Barclays Aggregate Index
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PIMCO MBS
Period Ended September 30, 2015

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 1.28% return for the
quarter placing it in the 38 percentile of the CAI Mtg-Backed
FI Style group for the quarter and in the 80 percentile for the
last year.

PIMCO MBS’s portfolio underperformed the Barclays
Mortgage by 0.02% for the quarter and underperformed the
Barclays Mortgage for the year by 0.01%.

Quarterly Asset Growth

Beginning Market Value $179,199,778

Net New Investment $-75,015

Investment Gains/(Losses) $2,299,558

Ending Market Value $181,424,321

Performance vs CAI Mtg-Backed FI Style (Gross)
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PIMCO MBS 1.28 3.42 3.48 1.71 2.33

Barclays Mortgage 1.30 3.43 3.61 1.98 2.33

Relative Return vs Barclays Mortgage
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PIMCO Unconstrained
Period Ended September 30, 2015

Investment Philosophy
The PIMCO Unconstrained Bond Strategy is an absolute return-oriented, investment grade quality fixed income strategy
that leverages PIMCO’s secular thinking, global themes, and integrated investment process without the constraints of a
benchmark or significant sector/instrument limitations. The strategy  focuses on long-term economic, social and political
trends. Over shorter cyclical time frames, the unconstrained nature of the strategy allows PIMCO to take on more risk when
tactical opportunities are identified, and it allows for reduction and diversification of risk at times when the outlook may be
more challenging for traditional fixed income benchmarks. The product changed from Commingled Fund to Separate
Account in March 2014.  *Libor-3 month through February 28, 2014; Fund’s performance through March 31, 2014;
Libor-3 month thereafter.

Quarterly Summary and Highlights
PIMCO Unconstrained’s portfolio posted a (3.12)% return for
the quarter placing it in the 100 percentile of the CAI
Intermediate Fixed-Inc Style group for the quarter and in the
99 percentile for the last year.

PIMCO Unconstrained’s portfolio underperformed the
Blended Benchmark* by 3.20% for the quarter and
underperformed the Blended Benchmark* for the year by
1.96%.

Quarterly Asset Growth

Beginning Market Value $94,940,192

Net New Investment $-47,699

Investment Gains/(Losses) $-2,960,606

Ending Market Value $91,931,887

Performance vs CAI Intermediate Fixed-Inc Style (Gross)
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PIMCO
Unconstrained (3.12) (1.69) (0.06) (0.27) 1.58

Blended Benchmark* 0.08 0.27 0.36 0.34 0.35

Relative Return vs Blended Benchmark*
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SSgA Long US Treas Index
Period Ended September 30, 2015

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 5.07%
return for the quarter placing it in the 4 percentile of the CAI
Extended Maturity Fixed-Inc Style group for the quarter and
in the 3 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
0.01%.

Quarterly Asset Growth

Beginning Market Value $88,438,348

Net New Investment $-7,733

Investment Gains/(Losses) $4,487,969

Ending Market Value $92,918,584

Performance vs CAI Extended Maturity Fixed-Inc Style (Gross)

0%

2%

4%

6%

8%

10%

12%

Fiscal YTD Last Year Last 2 Years Last 2-1/4 Years

(4)(4)

(3)(2)

(4)(4)

(8)(8)

10th Percentile 3.04 4.76 9.17 7.58
25th Percentile 2.30 3.67 8.26 7.00

Median 1.94 2.85 7.91 6.85
75th Percentile 1.55 1.74 7.38 6.39
90th Percentile 0.76 0.74 6.78 5.92

SSgA Long US
Treas Index 5.07 8.79 10.17 7.90

Barclays Long Treas 5.08 8.80 10.19 7.92

Relative Return vs Barclays Long Treas
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Goldman Sachs 2006 Offshore
Period Ended September 30, 2015

Investment Philosophy
GS Mezzanine Partners seeks large-sized mezzanine investments comprised generally of fixed income securities and an
associated equity component. They focus on providing "private high yield" capital for mid- to large-sized leveraged and
management buyout transactions, recapitalizations, financings, re-financings, acquisitions and restructurings for private
equity firms, private family companies and corporate issuers.

Quarterly Summary and Highlights
Goldman Sachs’s portfolio posted a (0.60)% 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 4.23% for the quarter and outperformed
the Barclays HY Corp 2% Issue for the year by 29.20%.

Quarterly Asset Growth

Beginning Market Value $1,560,000

Net New Investment $-139,870

Investment Gains/(Losses) $-9,213

Ending Market Value $1,410,917

Performance vs CAI High Yield Fixed-Inc Style (Gross)
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10th Percentile (2.79) (0.03) 3.72 5.18 7.50 8.43
25th Percentile (3.42) (1.17) 3.24 4.69 6.98 7.95

Median (4.34) (2.07) 2.52 4.12 6.47 7.44
75th Percentile (5.06) (4.08) 1.51 3.31 5.92 6.82
90th Percentile (5.93) (5.72) 0.53 2.58 5.53 6.39

Goldman Sachs (0.60) 25.80 25.43 22.79 13.42 6.64

Barclays HY
Corp 2% Issue (4.83) (3.40) 1.76 3.52 6.14 7.49

Relative Return vs Barclays HY Corp 2% Issue
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Goldman Sachs Offshore Fund V
Period Ended September 30, 2015

Investment Philosophy
GS Mezzanine Partners seeks large-sized mezzanine investments comprised generally of fixed income securities and an
associated equity component. They focus on providing "private high yield" capital for mid- to large-sized leveraged and
management buyout transactions, recapitalizations, financings, re-financings, acquisitions and restructurings for private
equity firms, private family companies and corporate issuers.

Quarterly Summary and Highlights
Goldman Sachs Offshore V’s portfolio posted a (2.06)%
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 2.77% for the quarter and
outperformed the Barclays HY Corp 2% Issue for the year
by 16.90%.

Quarterly Asset Growth

Beginning Market Value $3,930,000

Net New Investment $-928,751

Investment Gains/(Losses) $-79,478

Ending Market Value $2,921,771

Performance vs CAI High Yield Fixed-Inc Style (Gross)
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10th Percentile (2.79) (0.03) 3.72 5.18 7.50 8.68
25th Percentile (3.42) (1.17) 3.24 4.69 6.98 7.97

Median (4.34) (2.07) 2.52 4.12 6.47 7.34
75th Percentile (5.06) (4.08) 1.51 3.31 5.92 6.82
90th Percentile (5.93) (5.72) 0.53 2.58 5.53 6.16

Goldman Sachs
Offshore V (2.06) 13.50 11.47 13.42 14.00 11.09

Barclays HY
Corp 2% Issue (4.83) (3.40) 1.76 3.52 6.14 7.61

Relative Return vs Barclays HY Corp 2% Issue
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Loomis Sayles
Period Ended September 30, 2015

Investment Philosophy
The High Yield Full Discretion Strategy seeks to identify attractive sectors and specific investment opportunities primarily
within the global fixed income market through a global economic and interest rate framework.  Portfolio managers
incorporate a long-term macroeconomic view along with a stringent bottom-up investment evaluation process that drives
security selection and resulting sector allocations.  Opportunistic investments in non-benchmark sectors including
investment grade corporate, emerging market, and non-US dollar debt and convertible bonds help to manage overall
portfolio risk and enhance total return potential.

Quarterly Summary and Highlights
Loomis Sayles’s portfolio posted a (5.48)% return for the
quarter placing it in the 80 percentile of the CAI High Yield
Fixed-Inc Style group for the quarter and in the 55 percentile
for the last year.

Loomis Sayles’s portfolio underperformed the Barclays HY
Corp 2% Issue by 0.65% for the quarter and outperformed
the Barclays HY Corp 2% Issue for the year by 0.81%.

Quarterly Asset Growth

Beginning Market Value $227,990,933

Net New Investment $-284,989

Investment Gains/(Losses) $-12,488,904

Ending Market Value $215,217,040

Performance vs CAI High Yield Fixed-Inc Style (Gross)
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10th Percentile (2.79) (0.03) 3.72 5.18 7.50 8.25 8.36
25th Percentile (3.42) (1.17) 3.24 4.69 6.98 7.76 7.96

Median (4.34) (2.07) 2.52 4.12 6.47 7.30 7.51
75th Percentile (5.06) (4.08) 1.51 3.31 5.92 6.64 6.87
90th Percentile (5.93) (5.72) 0.53 2.58 5.53 6.37 6.56

Loomis Sayles (5.48) (2.59) 3.18 4.76 6.80 7.57 8.29

Barclays HY
Corp 2% Issue (4.83) (3.40) 1.76 3.52 6.14 7.26 7.48

Relative Return vs Barclays HY Corp 2% Issue
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PIMCO Bravo II Fund
Period Ended September 30, 2015

Investment Philosophy
The BRAVO II Fund is a private equity style fund targeting an annualized IRR of 15-20% and multiple of 1.8-2x, net of fees
and carried interest with an initial 5-year term.  The fund will seek to capitalize on non-economic asset sale decisions by
global financial institutions.  The fund will have the flexibility to acquire attractively discounted, less liquid loans, structured
credit and other assets tied to residential or commercial real estate markets in the U.S. and Europe.

Quarterly Summary and Highlights
PIMCO Bravo II Fund’s portfolio posted a 0.00% return for
the quarter placing it in the 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 4.83% for the quarter and
outperformed the Barclays HY Corp 2% Issue for the year
by 13.76%.

Quarterly Asset Growth

Beginning Market Value $35,384,594

Net New Investment $0

Investment Gains/(Losses) $0

Ending Market Value $35,384,594

Performance vs CAI High Yield Fixed-Inc Style (Gross)

(10%)

(5%)

0%

5%

10%

15%

20%

25%

Last Quarter Last Year Last 1-3/4 Years

(1)

(68)

(1)

(67)
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10th Percentile (2.79) (0.03) 2.20
25th Percentile (3.42) (1.17) 1.69

Median (4.34) (2.07) 0.86
75th Percentile (5.06) (4.08) (0.20)
90th Percentile (5.93) (5.72) (1.43)

PIMCO
Bravo II Fund 0.00 10.36 19.72

Barclays HY
Corp 2% Issue (4.83) (3.40) (0.02)

Relative Return vs Barclays HY Corp 2% Issue
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Brandywine Asset Management
Period Ended September 30, 2015

Investment Philosophy
Brandywine engages in a disciplined, active, value-driven, strategic approach.  Their investment strategy concentrates on
top-down analysis of macro-economic conditions in order to determine where the most attractive valuations exist.
Specifically, they invest in bonds with the highest real yields globally.  They manage currency to protect principal and
increase returns, patiently rotated among countries and attempt to control risk by purchasing undervalued securities.

Quarterly Summary and Highlights
Brandywine’s portfolio posted a (4.21)% return for the
quarter placing it in the 89 percentile of the CAI Non-U.S.
Fixed-Inc Style group for the quarter and in the 26 percentile
for the last year.

Brandywine’s portfolio underperformed the Barclays Global
Aggregate Index by 5.06% for the quarter and
underperformed the Barclays Global Aggregate Index for the
year by 4.25%.

Quarterly Asset Growth

Beginning Market Value $130,543,858

Net New Investment $-125,243

Investment Gains/(Losses) $-5,488,249

Ending Market Value $124,930,365

Performance vs CAI Non-U.S. Fixed-Inc Style (Gross)

(15%)

(10%)

(5%)

0%

5%

10%
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10th Percentile 1.86 (6.02) (1.64) (0.71) 1.81 4.92 5.74
25th Percentile 0.67 (7.48) (2.57) (1.93) 1.27 4.31 4.96

Median 0.41 (7.99) (3.77) (3.54) 0.18 3.58 4.30
75th Percentile (1.35) (8.73) (4.09) (4.90) (1.23) 3.13 3.77
90th Percentile (4.45) (9.46) (4.37) (5.78) (1.83) 2.84 3.52

Brandywine (4.21) (7.52) (0.89) (0.61) 3.52 6.21 6.95

Barclays Global
Aggregate Index 0.85 (3.26) (1.06) (1.59) 0.81 3.71 3.94

Relative Returns vs
Barclays Global Aggregate Index
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UBS Global Asset Management
Period Ended September 30, 2015

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 0.47%
return for the quarter placing it in the 37 percentile of the CAI
Non-U.S. Fixed-Inc Style group for the quarter and in the 52
percentile for the last year.

UBS Global Asset Management’s portfolio underperformed
the Blended Benchmark* by 0.17% for the quarter and
underperformed the Blended Benchmark* for the year by
0.45%.

Quarterly Asset Growth

Beginning Market Value $99,366,592

Net New Investment $-81,972

Investment Gains/(Losses) $465,259

Ending Market Value $99,749,879

Performance vs CAI Non-U.S. Fixed-Inc Style (Gross)
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10th Percentile 1.86 (6.02) (1.64) (0.71) 1.81 4.92 7.57
25th Percentile 0.67 (7.48) (2.57) (1.93) 1.27 4.31 7.30

Median 0.41 (7.99) (3.77) (3.54) 0.18 3.58 6.73
75th Percentile (1.35) (8.73) (4.09) (4.90) (1.23) 3.13 6.24
90th Percentile (4.45) (9.46) (4.37) (5.78) (1.83) 2.84 6.20

UBS Global
Asset Management 0.47 (8.12) (4.66) (4.56) (1.10) 2.69 6.19

Blended Benchmark* 0.64 (7.67) (4.30) (4.00) (0.85) 3.12 5.86

Relative Return vs Blended Benchmark*
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North Dakota State Investment Board Pension Funds
Performance vs Total Real Estate DB
Periods Ended September 30, 2015

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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G(18)
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I(30)
E(31)
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I(1)
D(23)

G(38)
A(38)
C(40)
B(47)
E(86)
H(100)

(68)

C(8)
G(33)
I(34)
A(34)

B(47)
E(95)
H(100)

(64)

10th Percentile 4.16 24.08 21.46 22.36
25th Percentile 3.61 18.86 17.32 17.87

Median 2.92 14.12 13.06 13.70
75th Percentile 2.15 10.64 10.57 11.47
90th Percentile 0.93 4.91 7.52 5.98

Total Real Estate A 2.50 16.62 14.86 15.24

Invesco Core Real Estate B 2.96 15.83 13.59 13.78
Invesco Real Estate II C 0.00 6.23 14.50 24.83
Invesco Real Estate III D 0.00 18.70 17.92 -

Invesco Asia Real Estate E (0.47) 16.46 9.20 3.14
Invesco Value

Added Fd IV F 0.07 - - -
JP Morgan Investment G 3.82 16.01 14.87 15.47

JP Morgan Alternative Fd H 0.00 (33.28) (8.07) 1.26
JP Morgan

Greater China Fund I 0.08 16.55 24.76 15.32

NCREIF Total Index 3.09 13.48 11.90 12.55
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A(36)
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B(43)
G(44)
A(50)
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G(60)

A(79)

(58)

10th Percentile 11.90 11.49 11.97
25th Percentile 8.47 9.87 11.33

Median 5.55 8.08 10.27
75th Percentile 2.08 6.43 8.79
90th Percentile (0.83) 5.16 7.91

Total Real Estate A 6.37 8.07 8.51

Invesco Core Real Estate B 7.08 8.64 -
Invesco Real Estate II C - - -
Invesco Real Estate III D - - -

Invesco Asia Real Estate E - - -
Invesco Value

Added Fd IV F - - -
JP Morgan Investment G 7.26 8.59 9.70

JP Morgan Alternative Fd H - - -
JP Morgan

Greater China Fund I - - -

NCREIF Total Index 8.02 8.99 9.81
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TIR Teredo
Period Ended September 30, 2015

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

Quarterly Summary and Highlights
TIR Teredo’s portfolio posted a 0.00% return for the quarter
placing it in the 100 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 0.77% for the quarter and
outperformed the NCREIF Timberland Index for the year by
6.26%.

Quarterly Asset Growth

Beginning Market Value $60,894,655

Net New Investment $0

Investment Gains/(Losses) $0

Ending Market Value $60,894,655
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TIR Springbank
Period Ended September 30, 2015

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 0.02% 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 0.75% for the quarter and
underperformed the NCREIF Timberland Index for the year
by 11.24%.

Quarterly Asset Growth

Beginning Market Value $116,504,483

Net New Investment $-25,232

Investment Gains/(Losses) $25,232

Ending Market Value $116,504,483
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JP Morgan Asian Infrastructure
Period Ended September 30, 2015

Investment Philosophy
The JPMorgan Asian Infrastructure & Related Resources Opportunity ("AIRRO") Fund seeks to invest in infrastructure and
related resources opportunities across the greater Asia Pacific region.  The Fund seeks to invest in a broad range of
assets, including: core infrastructure, power both from conventional and renewable sources, communications, water and
waste-water, public works, urban development and other "social" infrastructure assets and related resources.

Quarterly Summary and Highlights
JPM Asian Infrastructure’s portfolio underperformed the
CPI-W by 0.09% for the quarter and underperformed the
CPI-W for the year by 2.57%.

Quarterly Asset Growth

Beginning Market Value $30,600,000

Net New Investment $179,342

Investment Gains/(Losses) $-179,342

Ending Market Value $30,600,000
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JPM Infrastructure Fund
Period Ended September 30, 2015

Investment Philosophy
The only open-ended private commingled infrastructure fund in the U.S, the JPMorgan Infrastructure Investments Fund
invests in stabilized assets in OECD countries with selected value-added opportunities, across infrastructure industry
sub-sectors, including: toll roads, bridges and tunnels; oil and gas pipelines; electricity transmission and distribution
facilities; contracted power generation assets; water distribution; waste-water collection and processing; railway lines and
rapid rail links; and seaports and airports.

Quarterly Summary and Highlights
JPM Infrastructure Fund’s portfolio outperformed the CPI-W
by 2.76% for the quarter and underperformed the CPI-W for
the year by 1.61%.

Quarterly Asset Growth

Beginning Market Value $137,120,438

Net New Investment $-380,848

Investment Gains/(Losses) $3,110,431

Ending Market Value $139,850,021
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Grosvenor Cust. Infrastructure
Period Ended September 30, 2015

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 0.31% for the quarter and outperformed the
CPI-W for the year by 5.98%.

Quarterly Asset Growth

Beginning Market Value $39,011,198

Net New Investment $1,080,436

Investment Gains/(Losses) $-71,402

Ending Market Value $40,020,232
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Grosvenor Cust. Infrastructure II
Period Ended September 30, 2015

Investment Philosophy
The Customized Infrastructure Strategies LP is a commingled fund focused on providing a comprehensive, diversified
solution for investors looking to access the infrastructure asset class.  The Fund seeks to generate stable, long-term yield
and attractive risk-adjusted returns by investing in a diversified portfolio of primary core and core plus infrastructure funds
(30%), co-investments (40%) and opportunistic secondary fund purchases (30%).

Quarterly Summary and Highlights
Grosvenor Cust. Infrastructure II’s portfolio underperformed
the CPI-W by 2.45% for the quarter and underperformed the
CPI-W for the one-half year by 12.56%.

Quarterly Asset Growth

Beginning Market Value $1,530,085

Net New Investment $2,923,309

Investment Gains/(Losses) $-94,204

Ending Market Value $4,359,190
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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. 

Ρεχεντ Ρεσεαρχη

Πλεασε ϖισιτ ωωω.χαλλαν.χοm/ρεσεαρχη το σεε αλλ οφ ουρ πυβλιχατιονσ.

Φιξεδ Ινχοmε Βενχηmαρκ Ρεϖιεω Τηισ αννυαλ ρεπορτ χοmπαρεσ 

χηαραχτεριστιχσ φορ Βαρχλαψσ, Χιτι, Χρεδιτ Συισσε, ανδ ϑΠ Μοργαν 

ixed income indices versus various Callan Manager peer groups.

Ρεαλ Ινδιχατορσ: Τηε Μετριχσ οφ Ρεαλ Εστατε Ιν τηισ ϖιδεο, Αϖερψ 

Ροβινσον, ΧΑΙΑ, δισχυσσεσ τηε δεϖελοπmεντ οφ ρεαλ εστατε ινδιχα−

τορ mετριχσ ανδ ωηατ τηεψ σαψ αβουτ τηε χυρρεντ mαρκετ. 

Τηε Εδυχατιον οφ Βετα ςιδεο Ευγενε Ποδκαmινερ, ΧΦΑ, δε−

scribes the reasons he decided to explore the topic of “smart beta”.

Τηε Εδυχατιον οφ Βετα: Χαν Αλτερνατιϖε Ινδεξ−

εσ Μακε Ψουρ Πορτφολιο Σmαρτερ? Ρεπριντεδ ιν 

τηε ϑουρναλ οφ Ινϖεστινγ, Ευγενε Ποδκαmινερ 

explores how “smart beta” strategies are put to−

γετηερ, ηοω τηεψ ηαϖε περφορmεδ οϖερ τηε παστ 

δεχαδε, ανδ ηοω τηεψ χαν βε υσεδ βψ ινϖεστορσ. 

Ρεαλ Ασσετσ Ρεπορτερ, Συmmερ/Φαλλ 2015 Dατα ανδ ινσιγητσ ον 

ρεαλ εστατε ανδ οτηερ ρεαλ ασσετ ινϖεστmεντ τοπιχσ, ινχλυδινγ λιστεδ 

ινφραστρυχτυρε.

Ταργετ Dατε Φυνδσ: Φινδινγ τηε Ριγητ ςεηιχλε φορ τηε Ροαδ 

το Ρετιρεmεντ  Author Jimmy Veneruso presents key indings 

ανδ ηιγηλιγητσ σοmε θυεστιονσ πλαν σπονσορσ mαψ χονσιδερ ωηεν 

εϖαλυατινγ ταργετ δατε φυνδσ.

Ηεδγε Φυνδ Μονιτορ, 2νδ Θυαρτερ 2015 Αυτηορ ϑιm ΜχΚεε�σ 

εσσαψ, Ζεν ανδ τηε Αρτ οφ Σελλινγ Σηορτ, ινχλυδινγ θυαρτερλψ περφορ−

mανχε προϖιδεσ α σναπσηοτ οφ τηε ασσετ χλασσ.

Πριϖατε Μαρκετσ Τρενδσ, Συmmερ 2015 Γαρψ Ροβερτσον συm−

mαριζεσ τηε mαρκετ ενϖιρονmεντ, ρεχεντ εϖεντσ, περφορmανχε, 

ανδ οτηερ ισσυεσ ινϖολϖινγ πριϖατε εθυιτψ.

DΧ Οβσερϖερ, 2νδ Θυαρτερ 2015 Χοϖερ στορψ: Wηατ Dο Ψου Σεε 

Through the Brokerage Window? Plus the Callan DC Index™.

Συmmαρψ, ϑυνε Wορκσηοπ: Φιδυχιαρψ Τιδαλ Wαϖε, Ναϖιγατινγ 

DΧ�σ Υνχηαρτεδ Wατερσ Σηαρεδ οβσερϖατιονσ φροm Χαλλαν�σ 2015 

DΧ Τρενδσ Συρϖεψ, client experiences, and case studies.

Χαπιταλ Μαρκετ Ρεϖιεω, 2νδ Θυαρτερ 2015 Ινσιγητσ ον τηε εχονο−

my and recent performance in equities, ixed income, alternatives, 

ρεαλ εστατε, ανδ mορε. 

Ινσιδε Χαλλαν�σ Dαταβασε, 2νδ Θυαρτερ 2015 Τηισ ρεπορτ γραπησ 

περφορmανχε ανδ ρισκ δατα φροm Χαλλαν�σ προπριεταρψ δαταβασε 

αλονγσιδε ρελεϖαντ mαρκετ ινδιχεσ.

Βεατινγ τηε Ηεατ: Φιϖε Βεστ Πραχτιχεσ φορ Εν−

δοωmεντσ ανδ Φουνδατιονσ Ελλεν Βροωνελλ 

presents ive ways endowments and foundations 

χαν κεεπ τηειρ χοολ ωηεν ασσετ αλλοχατιον χον−

ϖερσατιονσ ηεατ υπ. 

2015 Νυχλεαρ Dεχοmmισσιονινγ Φυνδινγ Στυδψ Αυτηορ ϑυλια 

Μοριαρτψ χοϖερσ ποωερ υτιλιτιεσ ωιτη αν οωνερσηιπ ιντερεστ ιν τηε 

οπερατινγ ανδ νον−οπερατινγ νυχλεαρ ρεαχτορσ ιν τηε Υ.Σ.

 

ΧΑΛΛΑΝ 

ΙΝςΕΣΤΜΕΝΤΣ 

ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

3ρδ Θυαρτερ 2015

T H E  J O U R N A L  O F

The Voices of Influence  |  iijournals.com

 SUMMER 2015   Volume 24 Number 2 THEORY & PRACTICE FOR FUND MANAGERS

The Education of Beta: Can 
Alternative Indexes Make Your 
Portfolio Smarter?
EUGENE PODKAMINER

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

ΧΑΛΛΑΝ 

ΙΝςΕΣΤΜΕΝΤΣ 

ΙΝΣΤΙΤΥΤΕ

Ρεσεαρχη
Σποτλιγητ

ϑυλψ 2015

Βεατινγ τηε Ηεατ 

Φιϖε Βεστ Πραχτιχεσ φορ Ενδοωmεντσ ανδ Φουνδατιονσ

Have you found yourself defending your diversiied asset allocation strategy in light of U.S. public markets’ 

strong performance? Here are ive ways to keep your cool when asset allocation conversations heat up:

 

1 Εmπηασιζε θυαλιτψ ιν mαναγερ σελεχτιον. Hire managers to be long-term partners and try to mini-

mize turnover. Determine your access to irst- and second-quartile alternatives managers and also 

your resources to source those managers. When thinking about management fees, look at the big 

picture. What is the long-term goal? What does it cost to get there? What are the risks?

2	 Manage	resources	eficiently	and	effectively.	Think long-term across the entire program, including 

stafing. Hire people who understand managers and manager selection. Look for people who are not 

only investment-savvy, knowledgeable, and experienced, but also those who it with the culture and 

who buy into the investment process. Low staff turnover is correlated with higher returns. If you are 

considering a boost to your alternatives allocation, do you have the appropriate legal and accounting 

staff to handle the additional work? Is your custodian able to handle alternatives?

Successful organizations take a long-term view. They 
think about current spending needs versus future 
spending goals. Decide if you are going to spend more 
on the current generation at the expense of future 
generations, or if you will spend less on the current 
generation to beneit future generations.

Ellen Brownell, Senior Vice President, Fund Sponsor Consulting

Ελλεν ηασ σπεντ χλοσε 

το 20 ψεαρσ ιν τηε 

inancial industry.  

Σηε ηασ εξτενσιϖε 

εξπεριενχε σερϖινγ ιν 

the investment ofices 

of private and public 

universities.



“We think the best way to learn something is to teach it. 
Εντρυστινγ χλιεντ εδυχατιον το ουρ χονσυλταντσ ανδ σπεχιαλιστσ 

ενσυρεσ τηατ τηεψ ηαϖε α τοταλ χοmmανδ οφ τηειρ συβϕεχτ 

mαττερ. Τηισ ισ ονε ρεασον ωηψ εδυχατιον ανδ ρεσεαρχη ηαϖε 

been cornerstones of our irm for more than 40 years.” 

Ρον Πεψτον, Χηαιρmαν ανδ ΧΕΟ

Callan Investments Institute and the “Callan College”

 

Εϖεντσ

Dιδ ψου mισσ ουτ ον α Χαλλαν χονφερενχε ορ ωορκσηοπ? Εϖεντ συm−

mαριεσ ανδ σπεακερσ� πρεσεντατιονσ αρε αϖαιλαβλε ον ουρ ωεβσιτε:  

ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/ΧΙΙ/ 

Τηε Οχτοβερ Ρεγιοναλ Wορκσηοπ, το βε 

ηελδ Οχτοβερ 21 ιν Νεω Ψορκ ανδ Οχτοβερ 

22 ιν Ατλαντα, λοοκσ ατ ωηερε Ρεαλ Ασσετσ 

Μεετ τηε Ρεαλ Wορλδ. Ιν τηισ ωορκσηοπ, ωε 

λοοκ ατ ρεαλ ασσετσ� ϖαριουσ ρολεσ ιν ινστιτυ−

τιοναλ πορτφολιοσ. Wε διϖε ιντο τηε χηαλλενγεσ τηατ αρισε δυρινγ 

ιmπλεmεντατιον�χηαλλενγεσ ασ υνιθυε ασ ινϖεστορσ τηεmσελϖεσ. 

Αλσο, σαϖε τηε δατε φορ ουρ αννυαλ Νατιοναλ Χονφερενχε ιν Σαν 

Φρανχισχο, ϑανυαρψ 25−27, 2016.

Φορ mορε ινφορmατιον αβουτ ρεσεαρχη ορ εδυχατιοναλ εϖεντσ, 

πλεασε χονταχτ Αννα Wεστ: 415.974.5060 / ινστιτυτε≅χαλλαν.χοm

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ  

Εδυχατιοναλ Σεσσιονσ

The Center for Investment Training, better known as the “Callan 
College,” provides a foundation of knowledge for industry profes−

σιοναλσ ωηο αρε ινϖολϖεδ ιν τηε ινϖεστmεντ δεχισιον−mακινγ προ−

cess. It was founded in 1994 to provide clients and non-clients alike 
with basic- to intermediate-level instruction. Our next session is:

Ιντροδυχτιον το Ινϖεστmεντσ

Χηιχαγο, Οχτοβερ 27−28, 2015

2016 δατεσ ΤΒD, πλεασε χηεχκ ουρ ωεβσιτε φορ υπδατεσ

Τηισ σεσσιον φαmιλιαριζεσ φυνδ σπονσορ τρυστεεσ, σταφφ, ανδ ασσετ 

mαναγεmεντ αδϖισορσ ωιτη βασιχ ινϖεστmεντ τηεορψ, τερmινολογψ, 

ανδ πραχτιχεσ. Ιτ λαστσ ονε−ανδ−α−ηαλφ δαψσ ανδ ισ δεσιγνεδ φορ ιν−

dividuals who have less than two years of experience with asset-
mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τυιτιον φορ 

the Introductory “Callan College” session is $2,350 per person. 
Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, βρεακφαστ ανδ λυνχη ον 

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

Χυστοmιζεδ Σεσσιονσ

The “Callan College” is equipped to customize a curriculum to 
meet the training and educational needs of a speciic organization.
Τηεσε ταιλορεδ σεσσιονσ ρανγε φροm βασιχ το αδϖανχεδ ανδ χαν 

take place anywhere—even at your ofice.

Λεαρν mορε ατ ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/χολλεγε/ ορ 

χονταχτ Κατηλεεν Χυννιε: 415.274.3029 / χυννιε≅χαλλαν.χοm

Ρεαλιτψ Χηεχκ: Ρεαλ Ασσετσ 

Μεετ τηε Ρεαλ Wορλδ

Βρεττ Χορνωελλ, ΧΦΑ

Γλοβαλ Μαναγερ Ρεσεαρχη

ϑαψ Κλοεπφερ

Χαπιταλ Μαρκετσ Ρεσεαρχη

Σαλλψ Ηασκινσ

Ρεαλ Ασσετσ Χονσυλτινγ

2015 Ρεγιοναλ Wορκσηοπσ

Οχτοβερ 21 � Νεω Ψορκ Χιτψ

Οχτοβερ 22 � Ατλαντα

Υνιθυε πιεχεσ οφ ρεσεαρχη τηε 

Ινστιτυτε γενερατεσ εαχη ψεαρ50+

Total attendees of the “Callan 
College” since 19943,300 Ψεαρ τηε Χαλλαν Ινϖεστmεντσ 

Ινστιτυτε ωασ φουνδεδ1980

Αττενδεεσ (ον αϖεραγε) οφ τηε 

Ινστιτυτε�σ αννυαλ Νατιοναλ Χονφερενχε500

Εδυχατιον: Βψ τηε Νυmβερσ



 

List of Managers That Do Business with Callan Associates Inc. 

Confidential – For Callan Client Use Only 

Callan 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 09/30/15. 
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 and Fund Sponsor Consulting.  Given the complex corporate and organizational 
ownership structures of investment management firms, parent and affiliate firm relationships are not listed here.  The client list below may include names 
of parent companies who allow their affiliates to use some of the services included in their client contract (eg, educational services including published 
research and attendance at conferences and workshops). Affiliates will not be listed if they don’t separately contract with Callan.  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. Please refer to Callan’s ADV Part 2A for a complete 
listing of TAG’s portfolios. We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios it 
oversees.  Per company policy these requests are handled by TAG’s senior management. 
 

 

 

Quarterly List as of  

September 30, 2015

Knowledge. Experience. Integrity. 9/30/15 

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  
Analytic Investors 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 
Aviva Investors 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  
Baron Capital Management 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 



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

Confidential – For Callan Client Use Only 

Callan 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 09/30/15, 
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 and Fund Sponsor Consulting.  Given the complex corporate and organizational 
ownership structures of investment management firms, parent and affiliate firm relationships are not listed here.  The client list below may include names 
of parent companies who allow their affiliates to use some of the services included in their client contract (eg, educational services including published 
research and attendance at conferences and workshops). Affiliates will not be listed if they don’t separately contract with Callan.  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. Please refer to Callan’s ADV Part 2A for a complete 
listing of TAG’s portfolios. We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios it 
oversees.  Per company policy these requests are handled by TAG’s senior management. 
 

 

 
Knowledge. Experience. Integrity. 9/30/15 

Manager Name Educational Services Consulting Services 

Boston Partners  Y Y 

Brandes Investment Partners, L.P. Y Y 

Brandywine Global Investment Management, LLC Y  

Brown Brothers Harriman & Company Y  

Cadence Capital Management Y  

Capital Group Y  

CastleArk Management, LLC  Y 

Causeway Capital Management Y  

Central Plains Advisors, Inc.  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 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 

DE Shaw Investment Management LLC Y  

Delaware Investments Y Y 

DePrince, Race & Zollo, Inc. Y Y 

Deutsche Asset  & Wealth Management Y Y 

Diamond Hill Investments Y  

Donald Smith & Co., Inc. 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 Y 

Fir Tree Partners Y  

First Eagle Investment Management Y  

First Hawaiian Bank  Y 

First State Investments Y  

Fisher Investments Y  

Franklin Templeton   Y Y 



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

Confidential – For Callan Client Use Only 

Callan 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 09/30/15, 
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 and Fund Sponsor Consulting.  Given the complex corporate and organizational 
ownership structures of investment management firms, parent and affiliate firm relationships are not listed here.  The client list below may include names 
of parent companies who allow their affiliates to use some of the services included in their client contract (eg, educational services including published 
research and attendance at conferences and workshops). Affiliates will not be listed if they don’t separately contract with Callan.  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. Please refer to Callan’s ADV Part 2A for a complete 
listing of TAG’s portfolios. We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios it 
oversees.  Per company policy these requests are handled by TAG’s senior management. 
 

 

 
Knowledge. Experience. Integrity. 9/30/15 

Manager Name Educational Services Consulting Services 

Fred Alger Management Co., Inc. Y  

Fuller & Thaler Asset Management Y  

GAM (USA) Inc. Y  

Garcia Hamilton  & Associates 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 

Guggenheim Investments Asset Management (fka Security Global) Y  

The Hampshire Companies Y  

Harbor Capital  Y 

Hartford Funds Y  

Hartford Investment Management Co. Y Y 

Heightman Capital Management Corporation  Y 

Henderson Global Investors Y Y 

Hotchkis & Wiley Y  

HSBC Global Asset Management Y  

Income Research & Management Y  

Insight Investment Management  Y 

Institutional Capital LLC Y  

INTECH Investment Management Y  

Invesco Y 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 

LMCG Investments (fka Lee Munder Capital Group) Y  

Legal & General Investment Management America Y  

Lincoln National Corporation  Y 

Logan Circle Partners, L.P. Y  

The London Company Y  

Longview Partners Y  

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

Lord Abbett & Company Y Y 

Los Angeles Capital Management Y  



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

Confidential – For Callan Client Use Only 

Callan 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 09/30/15, 
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 and Fund Sponsor Consulting.  Given the complex corporate and organizational 
ownership structures of investment management firms, parent and affiliate firm relationships are not listed here.  The client list below may include names 
of parent companies who allow their affiliates to use some of the services included in their client contract (eg, educational services including published 
research and attendance at conferences and workshops). Affiliates will not be listed if they don’t separately contract with Callan.  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. Please refer to Callan’s ADV Part 2A for a complete 
listing of TAG’s portfolios. We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios it 
oversees.  Per company policy these requests are handled by TAG’s senior management. 
 

 

 
Knowledge. Experience. Integrity. 9/30/15 

Manager Name Educational Services Consulting Services 

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  

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 

Mount Lucas Management LP Y  

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  

Pacific Investment Management Company Y  

Palisade Capital Management LLC Y  

Paradigm Asset Management 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  

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 

Pzena Investment Management, LLC Y  

Pyramis Global Advisors Y  



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

Confidential – For Callan Client Use Only 

Callan 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 09/30/15, 
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 and Fund Sponsor Consulting.  Given the complex corporate and organizational 
ownership structures of investment management firms, parent and affiliate firm relationships are not listed here.  The client list below may include names 
of parent companies who allow their affiliates to use some of the services included in their client contract (eg, educational services including published 
research and attendance at conferences and workshops). Affiliates will not be listed if they don’t separately contract with Callan.  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. Please refer to Callan’s ADV Part 2A for a complete 
listing of TAG’s portfolios. We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios it 
oversees.  Per company policy these requests are handled by TAG’s senior management. 
 

 

 
Knowledge. Experience. Integrity. 9/30/15 

Manager Name Educational Services Consulting Services 

Rainier Investment Management Y  

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

Research Affiliates  Y 

Regions Financial Corporation  Y 

RCM  Y 

Rothschild Asset Management, Inc. Y Y 

RS Investments Y  

Russell Investment Management Y  

Sankaty Advisors, LLC 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  

Smith Affiliated Capital Corporation Y  

Smith Graham and Company  Y 

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  

Timberland Investment Resources Y  

TCW Asset Management Company Y  

Thompson, Siegel & Walmsley LLC Y  

USAA Real Estate Company Y  

Van Eck Y  

Versus Capital Group  Y 

Victory Capital Management Inc. Y  

Vontobel Asset Management Y  

Voya Investment Management (fka ING) Y  

Vulcan Value Partners, LLC  Y 

Waddell & Reed Asset Management Group Y Y 

WCM Investment Management Y  

WEDGE Capital Management  Y 

Wellington Management Company, LLP Y  

Wells Capital Management Y  

Wells Fargo Private Bank  Y 

Western Asset Management Company Y  



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

Confidential – For Callan Client Use Only 

Callan 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 09/30/15, 
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 and Fund Sponsor Consulting.  Given the complex corporate and organizational 
ownership structures of investment management firms, parent and affiliate firm relationships are not listed here.  The client list below may include names 
of parent companies who allow their affiliates to use some of the services included in their client contract (eg, educational services including published 
research and attendance at conferences and workshops). Affiliates will not be listed if they don’t separately contract with Callan.  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. Please refer to Callan’s ADV Part 2A for a complete 
listing of TAG’s portfolios. We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios it 
oversees.  Per company policy these requests are handled by TAG’s senior management. 
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Manager Name Educational Services Consulting Services 

William Blair & Co., Inc. Y Y 
 



September 30, 2015

North Dakota State Investment

Board Insurance Trust

Investment Measurement Service

Quarterly Review

The following report was prepared by Callan Associates Inc. ("CAI") using information from sources that include the following: fund trustee(s); fund

custodian(s); investment manager(s); CAI computer software; CAI investment manager and fund sponsor database; third party data vendors; and other outside

sources as directed by the client. CAI assumes no responsibility for the accuracy or completeness of the information provided, or methodologies employed, by

any information providers external to CAI. Reasonable care has been taken to assure the accuracy of the CAI database and computer software. Callan does

not provide advice regarding, nor shall Callan be responsible for, the purchase, sale, hedge or holding of individual securities, including, without limitation

securities of the client (i.e., company stock) or derivatives in the client’s accounts. In preparing the following report, CAI has not reviewed the risks of individual

security holdings or the conformity of individual security holdings with the client’s investment policies and guidelines, nor has it assumed any responsibility to do

so. Advice pertaining to the merits of individual securities and derivatives should be discussed with a third party securities expert. Copyright 2015 by Callan

Associates Inc.



Table of Contents
September 30, 2015

Executive Summary

Active Management Overview 2

Capital Market Review 3

NDSIB - Consolidated

Insurance Trust

Actual vs Target Asset Allocation 25

Quarterly Total Fund Attribution 26

Cumulative Total Fund Attribution 27

Cumulative Performance 31

Historical Asset Allocation 32

Asset Class Risk and Return 33

Total Fund Ranking 34

Asset Class Rankings 35

Investment Manager Asset Allocation 36

Investment Manager Returns 37

NDSIB - Workforce Safety & Insurance

Actual vs Target Asset Allocation 41

Quarterly Total Fund Attribution 42

Cumulative Total Fund Attribution 43

Cumulative Performance 47

Historical Asset Allocation 48

Asset Class Rankings 49

Asset Class Allocation 50

Asset Class Returns 51

NDSIB - Budget Stabilization Fund

Actual vs Target Asset Allocation 53

Quarterly Total Fund Attribution 54

Cumulative Total Fund Attribution 55

Cumulative Performance 59

Historical Asset Allocation 60

Asset Class Allocation 61

Asset Class Returns 62



Table of Contents
September 30, 2015

Manager Evaluation

Domestic Equity

Parametric Clifton Large Cap 64

L.A. Capital Large Cap Growth 65

L.A. Capital Enhanced 66

LSV Large Cap Value 67

Parametric Clifton Small Cap 68

Research Affiliates 69

International Equity

Capital Group 71

DFA International Small Cap Value 72

LSV Intl Value 73

Vanguard Intl Explorer Fund 74

Domestic Fixed Income

Declaration Total Return 76

PIMCO DiSCO II 77

PIMCO Bravo II 78

Prudential 79

SSgA US Government Credit Bond Index 80

Wells Capital 81

Western Asset Management Company 82

Diversified Real Assets

Western Asset Management TIPS 84

Eastern Timber Opportunities 85

JP Morgan Infrastructure 86

Grosvenor Cust. Infrastructure 87

Real Estate

Invesco Core Real Estate 89

JP Morgan 90

Short Term Fixed Income

JP Morgan Short Term Bonds - Budget Stabilization Fund 92

Babson Short Term Bonds - Budget Stabilization Fund 93

Callan Research/Education 94

Disclosures 97



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 September 30, 2015
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(31) (11)
(44)

(87)

10th Percentile (4.89) (7.88) 1.47 1.86 4.16 0.22
25th Percentile (6.42) (8.76) 1.30 0.67 3.61 0.16

Median (8.09) (10.02) 1.10 0.41 2.92 0.09
75th Percentile (10.37) (11.32) 0.84 (1.35) 2.15 0.04
90th Percentile (12.91) (12.47) 0.59 (4.45) 0.93 0.01

Index (6.44) (10.23) 1.23 1.71 3.09 0.01

Range of Separate Account Manager Returns by Asset Class
One Year Ended September 30, 2015
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Median 0.16 (6.86) 3.00 (7.99) 14.12 0.43
75th Percentile (2.85) (9.40) 2.61 (8.73) 10.64 0.24
90th Percentile (7.20) (11.80) 2.15 (9.46) 4.91 0.10

Index (0.61) (8.66) 2.94 (7.01) 13.48 0.02
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Πυβλιχ ςολατιλιτψ,  

Πριϖατε Σλοωδοων    

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

Πυβλιχ mαρκετ ϖολατιλιτψ 

δαmπενεδ πριϖατε εθυιτψ 

αχτιϖιτψ. Φυνδραισινγ, νεω 

ινϖεστmεντ, ανδ ΙΠΟσ φελλ φορ βοτη 

βυψουτ ανδ ϖεντυρε. Τηε νυmβερ οφ 

βυψουτ τρανσαχτιονσ χλοσεδ ανδ ϖεν−

τυρε Μ&Α εξιτσ ινχρεασεδ. Τηισ θυαρ−

τερ�σ χηανγε ισ α σηαρπ ρεϖερσαλ φροm 

τηε εβυλλιεντ σεχονδ θυαρτερ.

 

Στυmβλινγ Dραγον   

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ

Χονχερνσ οϖερ Χηινα�σ 

γροωτη ανδ φαλλινγ χοm−

mοδιτψ πριχεσ ηαmmερεδ 

νον−Υ.Σ. εθυιτψ ρετυρνσ ιντο νεγα−

τιϖε τερριτορψ. Τηε δεϖελοπεδ ωορλδ 

(ΜΣΧΙ Wορλδ εξ ΥΣΑ: −10.57%) 

mαψ ηαϖε ουτπερφορmεδ εmεργ−

ινγ mαρκετσ (ΜΣΧΙ Εmεργινγ 

Μαρκετσ: −17.78%), βυτ στιλλ λοστ 

γρουνδ.

 

Dραγ Με Dοων 

ΗΕDΓΕ ΦΥΝDΣ

Αφτερ α mοδεστ ρεβουνδ 

ιν τηε πριορ θυαρτερ, 

χοmmοδιτψ πριχεσ λεδ βψ 

οιλ ρεσυmεδ τηειρ σεχυλαρ δεχλινε. 

Ρεπρεσεντινγ αχτυαλ ηεδγε φυνδ 

πορτφολιοσ, τηε mεδιαν mαναγερ 

ιν τηε Χαλλαν Ηεδγε Φυνδ−οφ−

Φυνδσ Dαταβασε σλιππεδ 3.30%, 

νετ οφ αλλ φεεσ.

 

Staying Aloat
DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

The average deined 
χοντριβυτιον πλαν mαν−

αγεδ το αϖοιδ λοσσεσ ιν 

τηε σεχονδ θυαρτερ οφ 2015�βυτ 

ϕυστ βαρελψ. Πλαν βαλανχεσ εξπερι−

ενχεδ α σλιγητ ινχρεασε (+0.26%) 

δριϖεν πριmαριλψ βψ παρτιχιπαντ 

inlows. 

 

Μ&Α, Ηερε το Σταψ? 

ΡΕΑΛ ΕΣΤΑΤΕ

Τηε ΝΧΡΕΙΦ Προπερτψ 

Ινδεξ αδϖανχεδ 3.09%, 

ρεχορδινγ α 1.22% 

ινχοmε ρετυρν ανδ α 1.87% αππρε−

χιατιον ρετυρν. Τηε ΦΤΣΕ ΕΠΡΑ/

ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ Ινδεξ 

(ΥΣD) δεχλινεδ 1.42%; δοmεστιχ 

ΡΕΙΤσ ινχρεασεδ (ΦΤΣΕ ΝΑΡΕΙΤ 

Εθυιτψ ΡΕΙΤσ: 2.00%).

Τηε Ηοmε Πορτ ισ  

Σαφεστ ιν α Στορm

ΦΥΝD ΣΠΟΝΣΟΡ

Συπεριορ Υ.Σ. εθυιτψ 

ρετυρνσ ανδ α στρονγ δολ−

λαρ ηαϖε βεεν τηε δριϖερσ 

οφ δοmεστιχ δοmινανχε. Ψετ αλλ φυνδ 

τψπεσ λαγγεδ, ωιτη διφφερενχεσ παρ−

τιαλλψ εξπλαινεδ βψ ασσετ αλλοχατιονσ: 

ixed income bolstered corporates, 
ωηιλε ποορ αλτερνατιϖε ανδ ηεδγε 

φυνδ περφορmανχε ηυρτ Ε&Φσ. 

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ 

Τηιρδ Θυαρτερ 2015

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, Bloomberg, Citigroup, Credit Suisse Hedge Index, Merrill Lynch, MSCI, 

NCREIF, Russell Investment Group

1.23%

1.71%

3.09%

-2.53%

0.01%

-14.48%

-7.25%

-12.10%

-17.78%

 

Νοσεδιϖε   

Υ.Σ. ΕΘΥΙΤΨ

The irst negative quar−
τερ φορ Υ.Σ. εθυιτιεσ σινχε 

2012 ηαδ α σεεmινγλψ 

σολιδ σταρτ, βυτ τοοκ α νοσεδιϖε ιν 

τηε σεχονδ ηαλφ. Αλλ χαπιταλιζατιονσ 

δεχλινεδ�τηε διϖεργενχε βετωεεν 

σmαλλ ανδ λαργε χαπ ωασ mεανινγ−

φυλ (Ρυσσελλ 2000: −11.92% ανδ 

Ρυσσελλ 1000: −6.83%).

 

Μαδε ιν Χηινα  

ΕΧΟΝΟΜΨ

Τηε γλοβαλ εχονοmιχ 

ρεχοϖερψ λοστ mοmεν−

τυm ιν τηε τηιρδ θυαρτερ, 

σηακεν βψ τηε ποτεντιαλ φορ χρισισ ιν 

Χηινα. Τηε Φεδ βαχκεδ αωαψ φροm 

ραισινγ ιντερεστ ρατεσ ιν Σεπτεmβερ, 

χιτινγ υνχερταιντψ ιν τηε χαπιταλ mαρ−

κετσ ανδ σοφτενινγ εχονοmιχ δατα.

6
Π Α Γ Ε

2
Π Α Γ Ε

19
Π Α Γ Ε

 

Λονγερ το Λιφτοφφ 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ

Τηε Υ.Σ. βονδ mαρκετ 

ρεϖερσεδ χουρσε ωιτη 

ιντερεστ ρατεσ φαλλινγ ανδ 

Τρεασυριεσ ρισινγ. Σπρεαδ σεχ−

τορσ γενεραλλψ υνδερπερφορmεδ 

ασ σπρεαδσ ωιδενεδ. Τηε ψιελδ 

curve lattened. The Βαρχλαψσ 

Αγγρεγατε γαινεδ 1.23%, βυτ τηε 

Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ 

σλιδ 4.86%.

9
Π Α Γ Ε

4
Π Α Γ Ε

 

Ρεδ Σχαρε

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ 

Γλοβαλ βονδ mαρκετσ ηαδ 

mιξεδ ρεσυλτσ ιν τηε τηιρδ 

θυαρτερ. Τηε δεϖελοπεδ 

mαρκετ−φοχυσεδ Χιτι Νον−Υ.Σ. 

WΓΒΙ Ινδεξ inished at +1.71%. 
Εmεργινγ mαρκετ σοϖερειγνσ ωερε 

πλαγυεδ βψ ρισκ αϖερσιον ανδ νεγα−

τιϖε χυρρενχψ εφφεχτσ (ϑΠΜ ΕΜΒΙ 

Global Diversiied: −1.71%). 

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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Μαδε ιν Χηινα 

ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

Τηε γλοβαλ εχονοmιχ ρεχοϖερψ λοστ mοmεντυm ιν τηε τηιρδ θυαρ−

τερ, σηακεν βψ τηε ποτεντιαλ φορ χρισισ ιν Χηινα. Εθυιτψ πριχεσ χολ−

λαπσεδ ιν Χηινα, ανδ τηε Χηινεσε γοϖερνmεντ πυλλεδ ουτ αλλ τηε 

στοπσ�ινχλυδινγ βυψινγ στοχκ ανδ χυττινγ ιντερεστ ρατεσ�το σλοω 

the decline, put a loor under the equity market, and calm fears. 
Τηε στοχκ mαρκετ επισοδε ραισεδ φεαρσ τηατ τηε γρεατερ Χηινεσε 

economy was in peril. Global inancial markets were shocked, 
ανδ εθυιτιεσ φελλ σηαρπλψ, ωηιλε ηιγη−θυαλιτψ γοϖερνmεντ βονδσ 

ραλλιεδ. Εmεργινγ mαρκετσ τοοκ αν εσπεχιαλλψ ηαρδ ηιτ. Εmεργινγ 

εχονοmιεσ τψπιχαλλψ ηαϖε mυχη χλοσερ τιεσ το τηε Χηινεσε 

εχονοmψ τηαν δο Ευροπε ορ τηε Υ.Σ., δυε ιν παρτ το α ηεαϖψ 

ρελιανχε ον τηε χοmmοδιτιεσ Χηινα χονσυmεσ. Χοmπλετινγ τηε 

τριπλε ωηαmmψ φορ εmεργινγ mαρκετσ ισ τηε περχειϖεδ ϖυλνερ−

αβιλιτψ το α ρισε ιν Υ.Σ. ιντερεστ ρατεσ, ανδ χονχερν συρρουνδινγ 

Υ.Σ. mονεταρψ πολιχψ ωηιχη ρεαχηεδ α φεϖερ πιτχη ασ τηε συm−

mερ βεγαν. Τηε εmεργινγ mαρκετ εθυιτψ σελλ−οφφ ιν ϑυλψ, Αυγυστ, 

ανδ Σεπτεmβερ ωασ χλεαρλψ Μαδε ιν Χηινα. Τηε φεαρ τηατ τηε 

Χηινεσε εχονοmψ mαψ βε ον τηε εδγε οφ αν αβψσσ λεδ το φυρτηερ 

χονχερν τηατ τηε Χηινεσε γοϖερνmεντ ωουλδ εmβαρκ ον α ρουνδ 

οφ χοmπετιτιϖε δεϖαλυατιον. ςιρτυαλλψ αλλ εmεργινγ χυρρενχιεσ 

δεπρεχιατεδ αγαινστ τηε δολλαρ�ψετ σοmε δεϖελοπεδ χυρρενχιεσ 

αππρεχιατεδ ιν εξπεχτατιον οφ α Υ.Σ. ιντερεστ ρατε ινχρεασε.

Βψ τηε ενδ οφ τηε θυαρτερ, mαρκετσ ηαδ σταβιλιζεδ, ανδ τηε ωορστ 

φεαρσ αβουτ Χηινα διδ νοτ mατεριαλιζε. Ηοωεϖερ, τηε σηοχκ τηατ 

ραττλεδ ινϖεστορσ αλσο ραττλεδ βυσινεσσεσ ανδ εχονοmιχ αχτιϖ−

ιτψ βεγαν το σηοω σιγνσ οφ σλοωινγ φολλοωινγ α στρονγ σεχονδ 

θυαρτερ. Τηε Φεδ βαχκεδ αωαψ φροm ραισινγ ιντερεστ ρατεσ ιν 

Σεπτεmβερ, χιτινγ υνχερταιντψ ιν τηε χαπιταλ mαρκετσ ανδ σοφτεν−

ινγ εχονοmιχ δατα. Ρεαλ ΓDΠ γροωτη ιν τηε Υ.Σ. ωασ ρεϖισεδ 

υπ το 3.9% φροm 3.7% ιν τηε σεχονδ θυαρτερ, φυελεδ ιν παρτ βψ 

χοντινυεδ στρενγτη ιν τηε ϕοβ mαρκετ, σολιδ χονσυmερ σπενδινγ, 

ανδ ωηατ τυρνεδ ουτ το βε αν υνσυσταιναβλε ρυν−υπ ιν ινϖεντο−

ριεσ. ΓDΠ χαmε ιν ατ 1.5%, πυλλεδ δοων λαργελψ βψ τηε ρεϖερ−

σαλ ιν ινϖεντοριεσ. ΓDΠ εστιmατεσ σοφτενεδ ασ ϕοβ mαρκετ δατα 

began to unravel, irst with substantial downward revisions in 
ϑυλψ ανδ Αυγυστ, ανδ τηεν ωιτη α φρανκλψ δισαπποιντινγ γαιν οφ 

142,000 ιν Σεπτεmβερ. Υντιλ Σεπτεmβερ, τηε Υ.Σ. ϕοβ mαχηινε 

ωασ γενερατινγ αν αϖεραγε οφ 198,000 περ mοντη, χοmπαρεδ 

το α ροβυστ 260,000 δυρινγ 2014.

Οδδλψ ενουγη, τηε υνεmπλοψmεντ ρατε ηελδ χονσταντ ατ 5.1% 

δυρινγ τηε θυαρτερ δεσπιτε τηε σλοωδοων ιν ϕοβ χρεατιον, ρεαχη−

ινγ τηε λοωεστ ρατε σινχε Απριλ 2008. Τηε ρεασον φορ τηε στεαδψ 

υνεmπλοψmεντ ρατε ισ ανοτηερ δεχλινε ιν τηε λαβορ φορχε; τηε 

παρτιχιπατιον ρατε ισ νοω δοων το 62.4%, τηε λοωεστ ρατε σινχε 

1977! Ονε πιεχε οφ γοοδ νεωσ ισ τηατ τηε βροαδερ �Υ−6� mεα−

συρε οφ υνεmπλοψmεντ, ωηιχη ινχλυδεσ πεοπλε λοοκινγ φορ ωορκ, 
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restricted to part-time, or discouraged from inding work, and 
βεχοmινγ ιναχτιϖε, φελλ το 10% ιν Σεπτεmβερ, δοων φροm 11.7% 

ονε ψεαρ εαρλιερ. Τηισ �υνδερεmπλοψmεντ� ρατε πεακεδ νορτη οφ 

16% ιν 2010. Φοχυσ ρεmαινσ ον τηε υνεmπλοψmεντ ρατε σινχε 

the Fed identiied it as a potential trigger for raising interest 
ρατεσ. Τηε 5.1% χυρρεντ ρατε ισ νοω ωελλ βελοω τηε ταργετ ιδεν−

tiied by Fed Chair Janet Yellen, and in fact is at the level at 
ωηιχη τηε Φεδ λαστ βεγαν α χψχλε οφ ραισινγ ιντερεστ ρατεσ ιν 

2004. Τηε ρελυχτανχε το ραισε ιντερεστ ρατεσ χοmεσ ιν παρτ φροm 

τηε αργυmεντ τηατ τηε υνεmπλοψmεντ ρατε ισ λοω φορ τηε ωρονγ 

ρεασονσ, ι.ε., λαβορ φορχε παρτιχιπατιον συππρεσσεδ βψ εχονοmιχ 

weakness. The reluctance may also relect hesitancy stem−

mινγ φροm α λαχκ οφ εξπεριενχε�ιτ�σ βεεν 11 ψεαρσ σινχε τηε 

Φεδ λαστ εmβαρκεδ ον α χψχλε οφ ραισινγ ιντερεστ ρατεσ! Τηε λαστ 

τιmε τηε Φεδ βεγαν συχη α χψχλε, τηε ιΠηονε διδ νοτ εξιστ, νορ 

διδ Τωιττερ ορ ΨουΤυβε.

Σεχονδ θυαρτερ χονσυmερ σπενδινγ ωασ ρεϖισεδ υπ το 3.6% 

γροωτη, ανδ χαmε ιν ατ 3.2% φορ τηε τηιρδ θυαρτερ, χλεαρλψ ονε 

σιγν οφ χοντινυινγ εχονοmιχ στρενγτη. Ηοωεϖερ, χονσυmερ δατα 

δυρινγ τηε θυαρτερ ωερε mιξεδ. Φαλλινγ γασολινε πριχεσ εναβλεδ 

χονσυmερσ το σηιφτ σπενδινγ ελσεωηερε, ανδ φυελεδ στρονγ 

δεmανδ φορ χαρσ ανδ λιγητ τρυχκσ. Χουντερινγ τηισ γοοδ νεωσ, 

τηε δισαπποιντινγ ϕοβσ ρεπορτ ιν Σεπτεmβερ χοmβινεδ ωιτη συm−

mερτιmε mαρκετ ϖολατιλιτψ δαmπενεδ χονσυmερσ� mοοδσ, ανδ 

χονσυmερ σεντιmεντ δροππεδ δυρινγ εαχη mοντη οφ τηε θυαρτερ.

Τηε δολλαρ κεεπσ χλιmβινγ, ασ τηε Υ.Σ. ρεmαινσ τηε βεαχον οφ 

γροωτη ανδ σταβιλιτψ ιν τηε τυρβυλενχε οφ τηε γλοβαλ εχονοmψ. Τηε 

δολλαρ ηασ σεεν γαινσ οϖερ τηε παστ ψεαρ αγαινστ βοτη δεϖελ−

οπεδ ανδ εmεργινγ χυρρενχιεσ, ανδ αγαινστ βοτη mαϕορ τραδινγ 

παρτνερσ ανδ �οτηερ ιmπορταντ� τραδινγ παρτνερσ. Τηισ χυρρενχψ 

αππρεχιατιον, αλονγ ωιτη ωεακ γροωτη αβροαδ ανδ λοωερ οιλ 

πριχεσ (ωηιχη ηαϖε σηαρπλψ ρεδυχεδ Υ.Σ. εξπορτσ οφ πετρολευm 

προδυχτσ), ηασ πυλλεδ ψεαρ−το−δατε εξπορτσ δοων βψ αλmοστ ∃1 

trillion. While consumer spending remains strong even as coni−

δενχε ισ τεστεδ βψ τηε ρεαππεαρανχε οφ γλοβαλ mαρκετ ϖολατιλιτψ, 

ινϖεντορψ ρεδυχτιον ανδ νετ εξπορτσ προϖιδεδ α σεριουσ δραγ το 

τηιρδ−θυαρτερ ΓDΠ γροωτη.

Τηε Λονγ−Τερm ςιεω  

2015

3ρδ Θτρ

Περιοδσ ενδεδ Dεχεmβερ 31, 2014

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

Υ.Σ. Εθυιτψ

Ρυσσελλ 3000 −7.25 12.56 15.63 7.94 9.78

Σ&Π 500 −6.44 13.69 15.45 7.67 9.62

Ρυσσελλ 2000 −11.92 4.89 15.55 7.77 9.75

Νον−Υ.Σ. Εθυιτψ

ΜΣΧΙ ΕΑΦΕ −10.23 −4.90 5.33 4.43 4.31

ΜΣΧΙ Εmεργινγ Μαρκετσ −17.78 −1.82 2.11 8.78 8.83

Σ&Π Εξ−Υ.Σ. Σmαλλ Χαπ −7.85 −3.42 8.52 6.84 5.48

Φιξεδ Ινχοmε

Βαρχλαψσ Αγγρεγατε 1.23 5.97 4.45 4.71 6.49

90−Dαψ Τ−Βιλλ 0.01 0.03 0.09 1.54 3.24

Βαρχλαψσ Λονγ Γ/Χ 2.18 19.31 9.81 7.36 8.49

Χιτι Νον−Υ.Σ. Γοϖτ 1.71 −2.68 0.85 2.64 6.21

Ρεαλ Εστατε

ΝΧΡΕΙΦ Προπερτψ 3.09 11.82 12.13 8.38 7.61

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 2.00 30.14 16.88 8.31 11.25

Αλτερνατιϖεσ

ΧΣ Ηεδγε Φυνδ −2.53 4.13 5.88 5.82 −−

Χαmβριδγε ΠΕ∗ −− 22.92 17.41 14.02 15.56

Βλοοmβεργ Χοmmοδιτψ −14.47 −17.01 −5.53 −1.86 −−

Γολδ Σποτ Πριχε −4.83 −1.51 1.55 10.45 4.38

Inlation � ΧΠΙ−Υ −0.29 0.76 1.69 2.12 2.52

*Private equity data is time-weighted return for period ended December 31, 2014.

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

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

Ρεχεντ Θυαρτερλψ Ινδιχατορσ

Εχονοmιχ Ινδιχατορσ 3Θ15 2Θ15 1Θ15 4Θ14 3Θ14 2Θ14 1Θ14 4Θ13

Εmπλοψmεντ Χοστ�Τοταλ Χοmπενσατιον Γροωτη 2.0% 2.0% 2.6% 2.2% 2.2% 2.0% 1.8% 2.0%

Νονφαρm Βυσινεσσ�Προδυχτιϖιτψ Γροωτη −0.2%∗ 3.3% −1.1% −2.2% 3.1% 2.8% −3.5% 3.5%

ΓDΠ Γροωτη 1.5% 3.9% 0.6% 2.1% 4.3% 4.6% −0.9% 3.8%

Μανυφαχτυρινγ Χαπαχιτψ Υτιλιζατιον 76.1% 75.9% 75.9% 76.2% 75.7% 75.1% 74.2% 74.2%

Χονσυmερ Σεντιmεντ Ινδεξ (1966=100)  90.8  94.2  95.5  89.8  83.0  82.8  80.9  76.9 

*Estimate

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, IHS Economics, Reuters/University of  Michigan 
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Τηε Ηοmε Πορτ ισ Σαφεστ ιν α Στορm

ΦΥΝD ΣΠΟΝΣΟΡ |  Κεϖιν Ναγψ

Εθυιτψ mαρκετσ ωερε ηαmmερεδ βψ χονχερν οϖερ Χηινα�σ σλοω−

ινγ γροωτη ανδ φαλλινγ χοmmοδιτψ πριχεσ δυρινγ τηε τηιρδ θυαρ−

ter, while ixed income markets managed to remain positive 
δεσπιτε τηε γλοβαλ τυρmοιλ. Μορε σενσιτιϖε το Χηινα, νον−Υ.Σ. 

εθυιτψ mαρκετσ (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Ινδεξ: −12.10%) συφφερεδ 

mορε τηαν ιτσ Υ.Σ. χουντερπαρτ (Ρυσσελλ 3000 Ινδεξ: −7.25%). 

U.S. and foreign ixed income stayed in the black, with foreign 
βονδσ σλιγητλψ αηεαδ (Βαρχλαψσ Αγγρεγατε: +1.23%, Χιτι Νον−

Υ.Σ. Wορλδ Γοϖερνmεντ Βονδ Ινδεξ−Υνηεδγεδ: +1.71%).

Ασ σεεν ιν τηε Χαλλαν Φυνδ Σπονσορ Θυαρτερλψ Ρετυρνσ χηαρτ, 

αλλ φυνδ τψπεσ λοστ γρουνδ. Ταφτ−Ηαρτλεψ (−4.19%) ανδ χορπορατε 

(−4.29%) πλανσ ωερε τηε βεστ περφορmερσ ατ τηε mεδιαν; ενδοω−

mεντσ ανδ φουνδατιονσ (−5.38%) ωερε τηε ωορστ. Dισπερσιον 

ωασ ωιδεστ ατ τηε 10τη περχεντιλε�χορπορατε πλανσ (−1.24%) 

φαρεδ νοτιχεαβλψ βεττερ τηαν πυβλιχ πλανσ (−3.61%). Τηε βοττοm 

δεχιλε φεατυρεδ τηε σmαλλεστ δισπερσιον: Ταφτ−Ηαρτλεψ (−5.78%) 

πλανσ συφφερεδ βυτ ενδοωmεντ/φουνδατιονσ (−6.63%) ωερε 

ηαρδεστ ηιτ.

Dιφφερενχεσ αmονγ τηε φυνδ τψπεσ χαν βε παρτιαλλψ εξπλαινεδ 

by asset allocations. Taft-Hartley funds beneitted from less 
εξποσυρε το νον−Υ.Σ. εθυιτψ ανδ λαργερ ρεαλ εστατε αλλοχατιονσ 

ϖερσυσ οτηερ φυνδ τψπεσ. Ενδοωmεντ/φουνδατιονσ ωερε νεγα−

tively affected by small relative allocations to ixed income 
ανδ ηιγη αλλοχατιονσ το ϖολατιλιτψ−σενσιτιϖε νον−Υ.Σ. εθυιτψ, 

αλτερνατιϖεσ, ανδ φυνδ−οφ−φυνδσ. Χορπορατε πλανσ� λαργε Υ.Σ. 

ixed income allocations—perhaps due to liability-driven 
ινϖεστmεντσ�ηελπεδ ποστ τηε βεστ ρετυρνσ ιν τηε τοπ θυαρτιλε. 

Ταφτ−Ηαρτλεψ πλανσ χοντινυε το βε τηε τοπ περφορmερσ ιν τηε νεαρ− 

το mιδ−τερm (+0.76%, +7.49%, ανδ +8.01% φορ τηε τραιλινγ ονε−, 

three-, and ive-year time periods, respectively). Corporate 

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Πυβλιχ Dαταβασε −4.87 −2.54 −0.52 6.91 7.55 5.71

Χορπορατε Dαταβασε −4.29 −2.91 −0.61 6.31 7.55 5.91

Ενδοωmεντσ/Φουνδατιονσ Dαταβασε −5.38 −3.04 −1.84 6.43 7.03 5.56

Ταφτ−Ηαρτλεψ Dαταβασε −4.19 −1.53 0.76 7.49 8.01 5.46

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

Ασσετ Αλλοχατορ Στψλε −4.15 −3.12 0.39 7.02 7.84 5.99

Υ.Σ. Βαλανχεδ Dαταβασε −5.84 −3.86 −1.82 7.24 8.06 5.64

Γλοβαλ Βαλανχεδ Dαταβασε −5.77 −4.01 −2.91 4.37 5.46 5.44

60% Ρυσσελλ 3000 + 40% Βαρχλαψσ Αγγ −3.86 −2.78 0.98 8.22 9.42 6.43

60% ΜΣΧΙ Wορλδ + 40% Βαρχλαψσ Γλβλ Αγγ −4.73 −4.41 −4.23 4.49 5.40 4.60

*Returns less than one year are not annualized.

Sources: Callan, Barclays, MSCI, Russell Investment Group
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 75th Percentile  -5.50 -5.32 -5.96 -4.98
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Source: Callan

Χαλλαν Φυνδ Σπονσορ Ρετυρνσ φορ τηε Θυαρτερ
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ΦΥΝD ΣΠΟΝΣΟΡ (Χοντινυεδ)

φυνδσ ρεταινεδ τηε λεαδ ιν τηε 10−ψεαρ περιοδ (+5.91%). Πυβλιχ 

φυνδσ (−2.54% ψεαρ−το−δατε) στρυγγλεδ ιν τηε mοστ ρεχεντ θυαρ−

τερ ανδ τραιλεδ Ταφτ−Ηαρτλεψ φυνδσ (−1.53% ψεαρ−το−δατε). Ποορ 

ηεδγε φυνδ ανδ οτηερ αλτερνατιϖεσ� περφορmανχε χοντριβυτεδ το 

ενδοωmεντ/φουνδατιονσ� ποορ σηοωινγ αχροσσ αλλ τιmε περιοδσ.

Α 60% Ρυσσελλ 3000 + 40% Βαρχλαψσ Αγγρεγατε (−3.86%) 

Βενχηmαρκ ηασ ουτπερφορmεδ τηε 60% ΜΣΧΙ Wορλδ + 40% 

Βαρχλαψσ Γλοβαλ Αγγρεγατε Βενχηmαρκ (−4.73%) ιν εϖερψ τιmε 

περιοδ σηοων γοινγ βαχκ φορ 15 ψεαρσ. Συπεριορ Υ.Σ. εθυιτψ 

ρετυρνσ ανδ α στρονγ δολλαρ ηαϖε βεεν τηε mαιν δριϖερσ οφ Υ.Σ. 

ϖσ. νον−Υ.Σ. δοmινανχε. Τηε στορψ ισ σιmιλαρ αmονγ Χαλλαν�σ 

βαλανχεδ mαναγερ δαταβασε γρουπσ�τηε Χαλλαν Υ.Σ. 

Βαλανχεδ γρουπ (−5.84%) ουτπερφορmεδ τηε Γλοβαλ Βαλανχεδ 

γρουπ (−5.77%) ιν εϖερψ περιοδ εξχεπτ τηε mοστ ρεχεντ θυαρτερ. 

*Latest median quarter return.

Source: Callan
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Source: Russell Investment Group

Νοσεδιϖε 

Υ.Σ. ΕΘΥΙΤΨ |  Λαυρεν Ματηιασ, ΧΦΑ 

The irst negative quarter for U.S. equities since 2012 had a seem−

ινγλψ σολιδ σταρτ, βυτ τοοκ α νοσεδιϖε ιν Αυγυστ ανδ Σεπτεmβερ. 

Μαχροεχονοmιχ ισσυεσ δροϖε τηε συλλεν ρεσυλτσ, ινχλυδινγ 

Χηινα�σ ωεακενινγ εχονοmψ, τηε Φεδ�σ δελαψ οφ ιντερεστ ρατε 

ινχρεασεσ, ανδ χοmmοδιτψ πριχε δεχλινεσ. Τηε Υ.Σ. εχονοmψ 

is exhibiting some vigor—consumer conidence remained high 
ανδ φυελεδ σπενδινγ; εmπλοψmεντ σηοωεδ στρενγτη ωιτη ρεχορδ−

λοω ϕοβλεσσ χλαιmσ; ανδ ηουσινγ αππεαρεδ σολιδ ωιτη νεω ηοmε 

σαλεσ ατ ηεαλτηψ λεϖελσ. Ενεργψ πριχεσ ιmπαχτεδ τηε ενϖιρονmεντ 

νεγατιϖελψ ανδ ποσιτιϖελψ�χοmmοδιτψ−ρελατεδ χοmπανιεσ φελτ 

παιν ωηιλε χονσυmερσ φελτ ωεαλτηιερ. 

Υνδερλψινγ Υ.Σ. φυνδαmενταλσ ωερε ιmπαχτεδ βψ τουγη γλοβαλ 

mαρκετσ. Τηε στρονγ Υ.Σ. δολλαρ χηαλλενγεδ δοmεστιχ χοmπα−

νιεσ� αβιλιτψ το γροω, νεγατιϖελψ αφφεχτινγ εαρνινγσ ανδ εξπεχ−

τατιονσ γοινγ φορωαρδ. ςολατιλιτψ οφ στοχκσ, ασ mεασυρεδ βψ 

τηε δαιλψ ςΙΞ, πεακεδ φορ τηε ψεαρ ιν Αυγυστ ανδ ρεmαινεδ 

ελεϖατεδ τηρουγηουτ τηε θυαρτερ. Ατ τηε σαmε τιmε, στοχκ χορ−

ρελατιονσ αλσο ινχρεασεδ το αλmοστ τωο τιmεσ τηειρ λονγ−τερm 

αϖεραγε, mακινγ ιτ mορε χηαλλενγινγ φορ αχτιϖε mαναγερσ το 

navigate the decline. Asset lows continued to show a pref−
ερενχε φορ πασσιϖε, ωηιχη ρεmαινσ α σιζαβλε πορτιον οφ Υ.Σ. 

εθυιτψ ασσετσ υνδερ mαναγεmεντ.

Λαργε ανδ σmαλλ χαπ στοχκσ σηοωεδ στρονγ διϖεργενχε ιν 

ρετυρνσ (Ρυσσελλ 2000 Ινδεξ: −11.92% ανδ Ρυσσελλ 1000 

Ινδεξ: −6.83%) ωηιλε mιδ χαπ φελλ ιν βετωεεν (Ρυσσελλ Μιδχαπ 

Ινδεξ: −8.01%). Γροωτη mαινταινεδ ιτσ λεαδ οϖερ ϖαλυε ιν 

mοστ χαπιταλιζατιονσ, βυτ σmαλλ χαπ στοχκσ ωερε αν εξχεπτιον 

(Ρυσσελλ 2000 Γροωτη Ινδεξ: −13.06% ανδ Ρυσσελλ 2000 

ςαλυε Ινδεξ: −10.73%). Μιχρο χαπσ φαρεδ τηε ωορστ (Ρυσσελλ 

Μιχροχαπ Ινδεξ: −13.77%).

Σεχτορ−ωισε, λαργε χαπ Υτιλιτιεσ αλονε εσχαπεδ τηε σηοχκ, ανδ 

Ηεαλτη Χαρε, Ματεριαλσ, ανδ Ενεργψ βορε τηε βρυντ, παρτιχυλαρλψ 

ιν σmαλλ χαπ. Τηε mαγνιτυδε οφ Ηεαλτη Χαρε υνδερπερφορmανχε 

ωασ στρονγερ ιν σmαλλ χαπ δυε το βιοτεχηνολογψ, ρεσυλτινγ ιν 

σmαλλ χαπ γροωτη τραιλινγ ϖαλυε; τηε οπποσιτε ωασ τρυε ιν λαργε 

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

χαπ. Ιν γενεραλ, δεφενσιϖε αρεασ οφ τηε mαρκετ ηελδ υπ ασ ινϖεσ−

τορσ σηιφτεδ το α ρισκ−οφφ mενταλιτψ. Χοmmοδιτψ πριχε δεχλινεσ ανδ 

σλοω γλοβαλ γροωτη ωερε mαϕορ φαχτορσ βεηινδ Ματεριαλσ ανδ 

Ενεργψ ρεσυλτσ. Ασ ισ τψπιχαλ ιν ηιγη−ϖολατιλιτψ περιοδσ, λαργε χαπ 

ουτπερφορmεδ σmαλλ ανδ ηιγη θυαλιτψ βεατ λοω. 

The U.S. equity market experienced an incredibly dificult quar−
τερ, βυτ α φεω ποσιτιϖε γλιmmερσ σηονε τηρουγη: σεχονδ−θυαρτερ 

ΓDΠ ωασ ρεϖισεδ υπ το 3.9%, χονσυmερ σπενδινγ ινχρεασεδ, 

ανδ υνεmπλοψmεντ ωασ ατ ιτσ λοωεστ λεϖελ σινχε 2008. Τηουγη 

αχτιϖε mαναγεmεντ στρυγγλεδ ϖερσυσ τηε βενχηmαρκσ, ψεαρ−το−

δατε ρεσυλτσ αρε φαϖοραβλε. Τηε Υ.Σ. χοντινυεσ το βε τηε βεστ 

ηουσε ιν τηε γλοβαλ εχονοmψ�σ νειγηβορηοοδ. 

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

 10th Percentile  -3.94 -6.89 -7.54 -6.98

 25th Percentile  -4.54 -7.54 -10.10 -8.32

 Median  -5.46 -8.18 -11.84 -9.46

 75th Percentile  -6.16 -9.49 -14.03 -10.36

 90th Percentile  -7.48 -11.00 -15.44 -11.65

   R1000 Growth R1000 Value  R2000 Growth  R2000 Value

 Benchmark  -5.29 -8.39 -13.06 -10.73

Sources: Callan, Russell Investment Group
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Source: Russell Investment Group

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

Υ.Σ. Εθυιτψ Ινδεξ Χηαραχτεριστιχσ ασ οφ Σεπτεmβερ 30, 2015

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

Χαπ Ρανγε Μιν (∃mm)  1,163 8 175 175 8 8

Χαπ Ρανγε Μαξ (∃βν) 629.01 635.44 635.44 26.32 13.44 5.03

Νυmβερ οφ Ισσυεσ 503 2,981 1,025 824 2,470 1,952

% οφ Ρυσσελλ 3000 79% 100% 92% 28% 18% 8%

Wτδ Αϖγ Μκτ Χαπ (∃βν) 119.30 97.52 105.74 11.49 3.87 1.78

Πριχε/Βοοκ Ρατιο 2.5 2.4 2.5 2.3 2.0 1.9

Φορωαρδ Π/Ε Ρατιο 15.1 15.7 15.5 17.1 17.4 18.1

Dιϖιδενδ Ψιελδ 2.3% 2.2% 2.2% 1.9% 1.7% 1.6%

5−Ψρ Εαρνινγσ (φορεχαστεδ) 10.6% 11.3% 11.1% 11.9% 12.6% 13.7%

Sources: Russell Investment Group, Standard & Poor’s
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Λαργε Χαπ Χορε Στψλε −6.80 −4.93 −0.30 12.96 13.59 7.34

Λαργε Χαπ Γροωτη Στψλε −5.46 −1.12 3.94 13.76 13.91 8.17

Λαργε Χαπ ςαλυε Στψλε −8.18 −7.89 −3.76 12.29 12.63 6.65

Αγγρεσσιϖε Γροωτη Στψλε −6.60 −0.72 4.11 13.80 13.16 8.65

Χοντραριαν Στψλε −8.77 −8.50 −4.60 11.97 12.20 6.20

Ψιελδ−Οριεντεδ Στψλε −7.96 −9.32 −5.04 9.97 11.56 6.70

Ρυσσελλ 3000 −7.25 −5.45 −0.49 12.53 13.28 6.92

Ρυσσελλ 1000 −6.83 −5.24 −0.61 12.66 13.42 6.95

Ρυσσελλ 1000 Γροωτη −5.29 −1.54 3.17 13.61 14.47 8.09

Ρυσσελλ 1000 ςαλυε −8.39 −8.96 −4.42 11.59 12.29 5.71

Σ&Π Χοmποσιτε 1500 −6.69 −5.23 −0.30 12.43 13.30 6.93

Σ&Π 500 −6.44 −5.29 −0.61 12.40 13.34 6.80

ΝΨΣΕ −8.74 −7.88 −6.17 8.77 10.59 6.04

Dοω ϑονεσ Ινδυστριαλσ −6.98 −6.95 −2.11 9.26 11.38 7.17

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

Μιδ Χαπ Χορε Στψλε −6.99 −2.54 1.73 14.72 14.56 8.64

Μιδ Χαπ Γροωτη Στψλε −8.28 −2.58 2.79 13.38 13.21 8.77

Μιδ Χαπ ςαλυε Στψλε −8.49 −6.13 −0.63 13.86 13.26 8.31

Ρυσσελλ Μιδχαπ −8.01 −5.84 −0.25 13.91 13.40 7.87

Σ&Π ΜιδΧαπ 400 −8.50 −4.66 1.40 13.12 12.93 8.25

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

Σmαλλ Χαπ Χορε Στψλε −10.08 −4.39 3.61 13.92 14.36 7.90

Σmαλλ Χαπ Γροωτη Στψλε −11.84 −3.91 4.15 12.74 13.94 8.19

Σmαλλ Χαπ ςαλυε Στψλε −9.46 −6.22 1.68 12.65 13.06 7.69

Ρυσσελλ 2000 −11.92 −7.73 1.25 11.02 11.73 6.55

Σ&Π ΣmαλλΧαπ 600 −9.27 −5.49 3.81 13.02 14.04 7.65

ΝΑΣDΑΘ −7.09 −1.61 4.00 15.54 15.72 9.10

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

Σmιδ Χαπ Βροαδ Στψλε −10.48 −4.30 1.89 13.10 13.52 8.62

Σmιδ Χαπ Γροωτη Στψλε −10.98 −2.54 2.08 13.03 13.97 8.63

Σmιδ Χαπ ςαλυε Στψλε −9.96 −6.34 0.36 12.43 12.31 8.15

Ρυσσελλ 2500 −10.30 −5.98 0.38 12.39 12.69 7.40

Σ&Π 1000 −8.73 −4.90 2.12 13.11 13.28 8.05

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

Χονσυmερ Dισχρετιοναρψ −4.17 1.68 10.68 18.19 18.63 9.68

Χονσυmερ Σταπλεσ −0.92 −1.34 6.97 12.88 14.41 10.37

Ενεργψ −18.99 −22.33 −32.51 −5.01 2.94 2.26

Φινανχιαλσ −6.04 −5.66 1.71 14.52 11.57 0.68

Ηεαλτη Χαρε −11.64 −1.52 6.91 20.49 19.54 10.40

Ινδυστριαλσ −8.08 −10.05 −3.78 13.33 12.51 7.23

Ινφορmατιον Τεχηνολογψ −4.77 −2.98 2.26 12.57 13.82 8.68

Ματεριαλσ −17.26 −17.24 −17.89 4.00 6.68 6.98

Τελεχοmmυνιχατιονσ −6.77 −3.45 −7.22 2.40 8.51 6.54

Υτιλιτιεσ 4.20 −6.82 5.28 9.88 11.04 6.72

*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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Στυmβλινγ Dραγον 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ |  Κεϖιν Ναγψ

Νον−Υ.Σ. mαρκετσ ωερε πυmmελεδ ιν τηε τηιρδ θυαρτερ (ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Ινδεξ: −12.10%), ασ χονχερνσ οϖερ Χηινα�σ 

γροωτη χονϖινχεδ mανψ ινϖεστορσ το τακε α ρισκ−οφφ αππροαχη. 

Φεαρσ αβουτ Χηινα�σ σλοωδοων χαmε το α ηεαδ ιν Αυγυστ 

ωηεν Χηινεσε mονεταρψ αυτηοριτιεσ υνεξπεχτεδλψ δεϖαλυεδ 

τηε ρενmινβι. Αττεmπτσ το δαmπεν τηε ενσυινγ ϖολατιλιτψ ωερε 

νοτ ενουγη το πρεϖεντ κνοχκ−ον εφφεχτσ σπρεαδινγ τηρουγηουτ 

τηε ωορλδ.

Τηε παιν ωασ φελτ βψ βοτη δεϖελοπεδ (ΜΣΧΙ Wορλδ εξ ΥΣΑ 

Ινδεξ: −10.57%) ανδ εmεργινγ mαρκετσ (ΜΣΧΙ Εmεργινγ 

Μαρκετσ Ινδεξ: −17.78%). ςαλυε λαγγεδ γροωτη ασ τηε ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Γροωτη (−10.73%) βεστεδ τηε ΜΣΧΙ ΑΧWΙ εξ 

ΥΣΑ ςαλυε (−13.50%). Σmαλλ χαπ στοχκσ ροδε τηε ωαϖε οφ ϖολα−

τιλιτψ βεττερ τηαν λαργε χαπ δυε το λεσσ εξποσυρε το Ενεργψ, βυτ 

ωερε στιλλ δεεπ ιν τηε ρεδ (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ 

Ινδεξ: −10.02%). Ιν δεϖελοπεδ χουντριεσ δεφενσιϖε σεχτορσ 

φαρεδ βεστ, ωιτη Χονσυmερ Σταπλεσ (−1.49%), Υτιλιτιεσ (−4.23%), 

ανδ Ηεαλτη Χαρε (−5.26%) προϖιδινγ τηε mοστ προτεχτιον. 

Ματεριαλσ (−19.67%) ανδ Ενεργψ (−16.83%), βλυδγεονεδ βψ 

φαλλινγ χοmmοδιτψ πριχεσ, ωερε τηε ωορστ περφορmερσ. 

Ευροπεαν στοχκσ ρεγρεσσεδ (ΜΣΧΙ Ευροπε Ινδεξ: −8.69%) 

ασ ηανδ ωρινγινγ οϖερ α ποσσιβλε �Γρεξιτ� αβατεδ ονλψ το βε 

ρεπλαχεδ βψ τυρmοιλ ιν Χηινα. Dενmαρκ (−2.41%) διδ βεστ, δυε 

πριmαριλψ το στρονγ δοmεστιχ περφορmανχε φροm Χονσυmερ 

Dισχρετιοναρψ (+8.54%). Νεαρβψ Νορωαψ ωασ χριππλεδ βψ φαλλ−

ινγ οιλ πριχεσ ανδ ποστεδ τηε λαργεστ λοσσ (−19.13%). Ευροπεαν 

σεχτορσ mιρρορεδ τηε στορψ ιν τηε ρεστ οφ τηε δεϖελοπεδ ωορλδ, 

ωιτη Ενεργψ ανδ Ματεριαλσ (−15.80% ανδ −19.91%, ρεσπεχ−

τιϖελψ) συφφερινγ τηε βιγγεστ λοσσεσ. 

Southeast Asia and the Paciic (MSCI Paciic ex Japan Index: 

−15.97%) τραιλεδ Ευροπε ανδ ρεστ οφ τηε ωορλδ. Σινγαπορε 

(−19.48%), Ηονγ Κονγ (−16.16%), ανδ Αυστραλια (−15.33%) φελτ 

the full force of China’s volatility. Australian Energy irms were 
ηιτ ηαρδ βψ φαλλινγ οιλ πριχεσ ανδ σαγγινγ δεmανδ ιν Χηινα. 

ϑαπαν�σ εχονοmψ σηρυνκ βψ 1.2% ον αν αννυαλιζεδ βασισ 

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

 10th Percentile  -6.60 -7.88 -14.38 -4.22

 25th Percentile  -7.49 -8.76 -15.78 -5.23

 Median  -8.57 -10.02 -16.44 -6.69

 75th Percentile  -10.25 -11.33 -17.47 -8.36

 90th Percentile  -11.88 -12.47 -18.97 -10.08

   MSCI MSCI MSCI  MSCI ACWI
  World ACWI ex USA Emg Mkts ex USA SC 

 Benchmark  -8.45 -12.10 -17.78 -10.02

Sources: Callan, MSCI 
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in the second quarter and inlation remained well below the 
Βανκ οφ ϑαπαν�σ τωο περχεντ ταργετ (ΜΣΧΙ ϑαπαν: −11.80%). 

ϑαπανεσε χαρmακερσ ωερε ηυρτ βψ ρεπορτσ οφ σλοωινγ σαλεσ ιν 

Χηινα; α mασσιϖε εξπλοσιον ατ τηε πορτ οφ Τιανϕιν ιν Αυγυστ τεm−

ποραριλψ σηυτ δοων Τοψοτα�σ λαργεστ Χηινεσε προδυχτιον φαχιλ−

ιτψ. Ενεργψ ανδ Ματεριαλσ ωερε λαγγαρδ σεχτορσ ιν τηε Ινδεξ 

-40%

-30%

-20%

-10%

0%

10%

20%

30%

40%

02 039596 97 98 99 00 01 04 05 06 07 08 09 10 11 12 13 14 15

*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)

(−28.24% ανδ −19.35%, ρεσπεχτιϖελψ). Φινανχιαλσ (−17.73%) 

φολλοωεδ ασ ϑαπανεσε βανκσ ωερε βαττερεδ βψ λαργε λοσσεσ ιν 

τηειρ εθυιτψ πορτφολιοσ. 

Εmεργινγ mαρκετσ ωερε ηιτ ηαρδεστ ιν τηισ βροαδ δοωντυρν, ωιτη 

τηε ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ δροππινγ 17.78%. Χηινα 

ωασ τηε mαιν στορψ φορ mυχη οφ τηε θυαρτερ αφτερ α συρπρισε δεϖαλ−

υατιον οφ τηε ρενmινβι ιν Αυγυστ σπαρκεδ φεαρσ τηατ τηε σλοωδοων 

ιν γροωτη ωασ ωορσε τηαν εξπεχτεδ. Χηινα�σ χεντραλ βανκ τριεδ 

το χυρβ τηε ενσυινγ mαρκετ τυρβυλενχε βψ χυττινγ ιντερεστ ρατεσ, 

but met limited success. Speciic to China, only the Telecomm 
(−9.20%) σεχτορ αϖοιδεδ δουβλε−διγιτ λοσσεσ; Ενεργψ (−31.19%), 

Ματεριαλσ (−27.11%), ανδ Φινανχιαλσ (−26.92%) αλλ λοστ mορε τηαν 

α θυαρτερ οφ τηειρ ϖαλυε. Τηε ριππλε εφφεχτσ ωερε φελτ τηρουγηουτ 

Ασια: Ινδονεσια (−24.19%), Μαλαψσια (−18.23%), ανδ Τηαιλανδ 

(−17.51%) αλλ δεχλινεδ σηαρπλψ. Α στρονγ δεϖαλυατιον οφ λοχαλ χυρ−

ρενχιεσ χοντριβυτεδ το τηε γενεραλ σλοωδοων, ασ τηε Μαλαψσιαν 

ρινγγιτ ανδ Ινδονεσιαν ρυπιαη βοτη φελλ το τηειρ λοωεστ λεϖελσ ϖερ−

συσ τηε δολλαρ ιν mορε τηαν 15 ψεαρσ. Εmεργινγ χουντριεσ ουτσιδε 

οφ Ασια ωερε αλσο αφφεχτεδ βψ τηε στρενγτηενινγ Υ.Σ. δολλαρ ανδ 

φαλλινγ χοmmοδιτψ πριχεσ. Βραζιλιαν εθυιτιεσ λοστ οϖερ 30% (ΜΣΧΙ 

Βραζιλ: −33.56%) αmιδ α χορρυπτιον σχανδαλ ινϖολϖινγ τηε στατε−

ρυν ενεργψ χοmπανψ Πετροβρασ, α 22% δεϖαλυατιον οφ τηε ρεαλ, 

ανδ α δοωνγραδε οφ τηε χουντρψ�σ χρεδιτ ρατινγ το βελοω ινϖεστ−

mεντ γραδε βψ Στανδαρδ & Ποορ�σ.
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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 −15.33% −7.33% −8.63% 6.42%

Αυστρια −8.99% −9.16% 0.18% 0.18%

Βελγιυm −7.85% −8.02% 0.18% 1.33%

Dενmαρκ −2.41% −2.59% 0.18% 1.83%

Φινλανδ −5.54% −5.71% 0.18% 0.87%

Φρανχε −6.45% −6.62% 0.18% 10.07%

Γερmανψ −10.89% −11.05% 0.18% 8.85%

Ηονγ Κονγ −16.16% −16.18% 0.03% 3.02%

Ιρελανδ −3.16% −3.34% 0.18% 0.40%

Ισραελ −5.55% −1.73% −3.89% 0.63%

Ιταλψ −4.36% −4.53% 0.18% 2.57%

ϑαπαν −11.80% −13.68% 2.17% 22.52%

Νετηερλανδσ −8.90% −9.07% 0.18% 2.80%

Νεω Ζεαλανδ −7.06% −1.74% −5.41% 0.14%

Νορωαψ −19.13% −12.32% −7.77% 0.58%

Πορτυγαλ −11.55% −11.71% 0.18% 0.15%

Σινγαπορε −19.48% −15.06% −5.30% 1.27%

Σπαιν −11.12% −11.28% 0.18% 3.45%

Σωεδεν −9.16% −8.18% −1.07% 2.95%

Σωιτζερλανδ −6.97% −2.73% −4.35% 9.68%

Υ.Κ. −10.02% −6.58% −3.68% 20.30%

Sources: MSCI, Russell Investment Group, Standard & Poor’s.
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Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Νον−Υ.Σ. Εθυιτψ Στψλε −10.02 −4.05 −6.86 6.31 5.02 4.24

ΜΣΧΙ ΕΑΦΕ −10.23 −5.28 −8.66 5.63 3.98 2.97

ΜΣΧΙ ΕΑΦΕ (λοχαλ) −8.98 −0.95 0.80 12.71 7.71 3.30

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ −12.10 −8.28 −11.78 2.78 2.27 3.49

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Γροωτη −10.73 −5.67 −7.79 3.99 3.08 3.99

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ ςαλυε −13.50 −10.93 −15.72 1.53 1.42 2.94

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

Γλοβαλ Εθυιτψ Στψλε −8.57 −5.01 −3.51 9.59 8.87 5.85

ΜΣΧΙ Wορλδ −8.45 −6.04 −5.09 8.58 8.29 4.73

ΜΣΧΙ Wορλδ (λοχαλ) −7.72 −3.90 −0.78 11.86 10.00 4.77

ΜΣΧΙ ΑΧWΙ −9.34 −6.65 −6.16 7.52 7.39 5.14

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

ΜΣΧΙ Ευροπε −8.69 −5.20 −9.33 6.03 4.28 3.31

ΜΣΧΙ Ευροπε (λοχαλ) −6.99 −0.25 −0.25 10.09 6.91 3.88

ΜΣΧΙ ϑαπαν −11.80 0.21 −2.22 8.96 4.91 1.14

ΜΣΧΙ ϑαπαν (λοχαλ) −13.68 0.10 6.76 25.81 12.75 1.70

MSCI Paciic ex Japan −15.97 −15.48 −16.77 −2.00 0.87 5.15

MSCI Paciic ex Japan (local) −10.74 −6.50 −3.68 6.87 4.99 5.32

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

Εmεργινγ Μαρκετ Στψλε −16.44 −14.62 −17.72 −3.58 −2.56 5.29

ΜΣΧΙ Εmεργινγ Μαρκετσ −17.78 −15.22 −18.98 −4.93 −3.25 4.60

ΜΣΧΙ Εmεργινγ Μαρκετσ (λοχαλ) −11.97 −6.86 −6.79 2.45 2.09 6.91

ΜΣΧΙ Φροντιερ Μαρκετσ −10.57 −13.39 −24.19 6.28 2.16 −1.96

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

Νον−Υ.Σ. Σmαλλ Χαπ Στψλε −6.69 3.39 1.29 11.71 9.47 6.87

ΜΣΧΙ Wορλδ εξ ΥΣΑ Σmαλλ Χαπ −8.03 −0.34 −3.71 7.48 5.74 4.23

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ −10.02 −2.54 −6.42 5.51 3.85 5.11

ΜΣΧΙ Εmεργινγ Μαρκετ Σmαλλ Χαπ −16.67 −9.80 −15.23 −1.09 −2.43 6.79

*Returns less than one year are not annualized.

Sources: Callan, MSCI

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Α Λιττλε Λονγερ το Λιφτοφφ 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κεϖιν Μαχηιζ, ΧΦΑ, ΦΡΜ

Ιντερεστ ρατεσ mοϖεδ λοωερ ιν τηε τηιρδ θυαρτερ αmιδ α βροαδ−

based light to quality—apprehension over China’s economy 
ανδ χοmmοδιτψ πριχεσ αππεαρεδ το βε τηε πριmαρψ σουρχεσ οφ 

concern. The yield curve lattened signiicantly as yield spreads 
ωιδενεδ αχροσσ νον−Τρεασυρψ σεχτορσ ανδ τηε Βαρχλαψσ 

Αγγρεγατε Ινδεξ ροσε 1.23%. 

Τηε Υ.Σ. εχονοmψ εξπανδεδ ατ α mοδερατε παχε ωιτη τηε συπ−

port of ixed investment by businesses, household spending, 
and the jobs market. Inlation nevertheless remained below the 
Φεδ�σ τωο περχεντ ταργετ.  

Wηιλε mανψ mαρκετ παρτιχιπαντσ πρεϖιουσλψ ποιντεδ το τηε Φεδ�σ 

Σεπτεmβερ mεετινγ ασ α λικελψ δατε φορ ιντερεστ ρατε ηικεσ, 

τηε Φεδ ονχε αγαιν πεγγεδ τηε φεδεραλ φυνδσ ανδ δισχουντ 

ρατεσ ατ 0.00%�0.25% ανδ 0.75%, ρεσπεχτιϖελψ. Τηε Φεδ χιτεδ 

global economic and inancial developments as concerns. The 
Φεδ mεντιονεδ, ανδ Χηαιρ Ψελλεν ρειτερατεδ ιν α συβσεθυεντ 

speech, that market-based measures of inlation expectations 
ηαδ δεχλινεδ.

Τηε 10−ψεαρ Υ.Σ. Τρεασυρψ ψιελδ δεχρεασεδ 32 βπσ. Ψιελδσ ον 

λονγερ−τερm βονδσ δεχρεασεδ βψ α σιmιλαρ αmουντ. Τηε mαρκετ�σ 

expectation for the irst hike in the fed funds rate was pushed 
back to March 2016. The breakeven inlation rate (the differ−
ενχε βετωεεν νοmιναλ ανδ ρεαλ ψιελδσ) ον τηε 10−ψεαρ Τρεασυρψ 

decreased signiicantly (47 bps) to 1.43%, as Treasury Inlation-
Προτεχτεδ Σεχυριτιεσ υνδερπερφορmεδ νοmιναλ Τρεασυριεσ.

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

 10th Percentile  1.15 1.47 0.93 3.04 -2.79

 25th Percentile  1.04 1.31 0.73 2.30 -3.42

 Median  0.89 1.10 0.40 1.94 -4.34

 75th Percentile  0.74 0.84 -0.19 1.55 -5.06

 90th Percentile  0.56 0.59 -0.72 0.76 -5.93

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

 Benchmark  1.08 1.23 1.23 2.18 -4.86

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

Νον−Τρεασυρψ σεχτορσ βροαδλψ υνδερπερφορmεδ λικε−δυρα−

τιον Τρεασυριεσ. Χρεδιτ ωασ αmονγ τηε ωορστ ασ Φινανχιαλσ, 

Ινδυστριαλσ, ανδ Υτιλιτιεσ λαγγεδ βψ 0.30%, 2.14%, ανδ 1.01% 

ρεσπεχτιϖελψ. Wιτηιν Ινδυστριαλσ, Ενεργψ ανδ Μεταλσ & Μινινγ 

χοmπανιεσ ωερε ηιτ ηαρδεστ, τραιλινγ λικε−δυρατιον Τρεασυριεσ βψ 

4.97% ανδ 9.45%, ρεσπεχτιϖελψ. Μορτγαγε−βαχκεδ σεχυριτιεσ 

(ΜΒΣ) (−0.22%) ανδ Χοmmερχιαλ ΜΒΣ (−0.05%) αλσο στρυγγλεδ. 

Ασσετ−βαχκεδ σεχυριτιεσ βεατ λικε−δυρατιον Τρεασυριεσ βψ 0.16%.  

Ηιγη ψιελδ χορπορατε βονδσ αλσο περφορmεδ ποορλψ. Τηε Βαρχλαψσ 

Χορπορατε Ηιγη Ψιελδ Ινδεξ ενδεδ ιν τηε ρεδ (−4.86%). Νεω 

ισσυε αχτιϖιτψ ισ ον παχε ωιτη τηε πρεϖιουσ τηρεε χαλενδαρ ψεαρσ. 

Ψεαρ−το−δατε, τηερε ωασ αππροξιmατελψ ∃224 βιλλιον ιν νεω ισσυ−

ανχε οφ ηιγη ψιελδ βονδσ, δοων φροm ∃246 βιλλιον οϖερ τηε σαmε 

περιοδ ιν 2014.

Υ.Σ. Φιξεδ Ινχοmε Ινδεξ Χηαραχτεριστιχσ ασ οφ Σεπτεmβερ 30, 2015

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

Βαρχλαψσ Αγγρεγατε 2.31 5.60 7.86 100.00%

Βαρχλαψσ Γοϖτ/Χρεδιτ 2.19 6.22 8.45 100.00% 69.12%

Ιντερmεδιατε 1.69 3.97 4.31 79.20% 54.74%

Λονγ−Τερm 4.09 14.77 24.22 20.80% 14.38%

Βαρχλαψσ Γοϖτ 1.36 5.65 6.92 57.08% 39.46%

Βαρχλαψσ Χρεδιτ 3.29 6.98 10.49 42.92% 29.66%

Βαρχλαψσ ΜΒΣ 2.61 4.20 6.69 28.36%

Βαρχλαψσ ΑΒΣ 1.47 2.42 2.58 0.57%

Βαρχλαψσ ΧΜΒΣ 2.45 4.82 5.39 1.89%

Βαρχλαψσ Χορπ Ηιγη Ψιελδ 8.04 4.39 6.25

Source: Barclays

Excess Return versus Like-Duration Treasuries
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Χορε Βονδ Στψλε 1.10 1.29 3.00 2.05 3.61 5.10

Χορε Βονδ Πλυσ Στψλε 0.40 0.70 2.19 2.38 4.22 5.48

Βαρχλαψσ Αγγρεγατε 1.23 1.13 2.94 1.71 3.10 4.64

Βαρχλαψσ Γοϖτ/Χρεδιτ 1.20 0.90 2.73 1.59 3.09 4.61

Βαρχλαψσ Γοϖτ 1.71 1.79 3.68 1.30 2.47 4.27

Βαρχλαψσ Χρεδιτ 0.53 −0.26 1.50 2.02 4.09 5.28

Χιτι Βροαδ Ινϖεστmεντ Γραδε 1.12 1.06 2.85 1.67 3.06 4.72

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

Εξτενδεδ Ματυριτψ Στψλε 1.94 −2.59 2.85 2.70 6.50 7.13

Βαρχλαψσ Λονγ Γοϖτ/Χρεδιτ 2.18 −2.39 3.09 2.17 5.96 6.65

Βαρχλαψσ Λονγ Γοϖτ 4.97 0.22 8.62 2.78 6.18 6.92

Βαρχλαψσ Λονγ Χρεδιτ 0.52 −3.93 −0.03 1.87 5.84 6.35

Χιτι Πενσιον Dισχουντ Χυρϖε 3.23 −3.77 4.15 2.22 8.08 7.85

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

Ιντερmεδιατε Στψλε 0.89 1.73 2.70 1.65 2.78 4.66

Βαρχλαψσ Ιντερmεδιατε Αγγρεγατε 1.08 1.73 2.95 1.64 2.69 4.37

Βαρχλαψσ Ιντερmεδιατε Γοϖτ/Χρεδιτ 0.95 1.77 2.68 1.45 2.42 4.17

Βαρχλαψσ Ιντερmεδιατε Γοϖτ 1.21 2.03 3.00 1.10 1.88 3.85

Βαρχλαψσ Ιντερmεδιατε Χρεδιτ 0.54 1.36 2.17 2.09 3.47 4.91

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

Dεφενσιϖε Στψλε 0.34 1.14 1.39 1.05 1.45 3.14

Αχτιϖε Dυρατιον Στψλε 1.11 1.52 2.71 1.73 3.05 4.72

Μονεψ Μαρκετ Φυνδσ (νετ οφ φεεσ) 0.00 0.01 0.01 0.01 0.01 1.25

ΜΛ Τρεασυρψ 1�3−Ψεαρ 0.31 0.98 1.16 0.67 0.76 2.54

90−Dαψ Τρεασυρψ Βιλλσ 0.01 0.02 0.02 0.06 0.08 1.33

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

Ηιγη Ψιελδ Στψλε −4.34 −1.48 −2.07 4.12 6.47 7.30

Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ −4.86 −2.45 −3.43 3.51 6.15 7.25

ΜΛ Ηιγη Ψιελδ Μαστερ −4.88 −2.51 −3.54 3.42 5.90 7.04

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

Μορτγαγε Στψλε 1.26 1.92 3.68 2.39 3.55 5.00

Βαρχλαψσ ΜΒΣ 1.30 1.61 3.43 1.98 3.03 4.71

Βαρχλαψσ ΑΒΣ 0.74 1.83 2.38 1.21 2.12 3.41

Βαρχλαψσ ΧΜΒΣ 1.54 2.24 3.72 2.52 4.54 5.39

Μυνιχιπαλ Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Βαρχλαψσ Μυνι 1.65 1.77 3.16 2.88 4.14 4.64

Βαρχλαψσ Μυνι 1�10−Ψεαρ 1.32 1.64 2.22 2.07 3.00 4.05

Βαρχλαψσ Μυνι 3−Ψεαρ 0.80 1.19 1.07 1.24 1.66 3.04

ΤΙΠΣ Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Βαρχλαψσ ΤΙΠΣ Φυλλ Dυρατιον −1.15 −0.80 −0.83 −1.83 2.55 4.01

Βαρχλαψσ ΤΙΠΣ 1−10 Ψεαρ −0.86 0.18 −0.82 −1.39 1.79 3.56

*Returns of  less than one year are not annualized.

Sources: Barclays, Callan, Citigroup, Merrill Lynch

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

Dεϖελοπεδ σοϖερειγν βονδσ περφορmεδ ωελλ ρελατιϖε το Υ.Σ. 

βονδσ ασ ιντερεστ ρατεσ φελλ δυε το mουντινγ χονχερνσ οϖερ α 

σλοωινγ γλοβαλ εχονοmψ. Τηε Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ 

Βονδ Ινδεξ εαρνεδ 1.71% φορ τηε θυαρτερ, βυτ ισ δοων 4.22% 

ψεαρ−το−δατε. Ηεδγεδ ιν Υ.Σ. δολλαρσ, τηε Ινδεξ ισ υπ 1.97%, ουτ−

περφορmινγ τηε υνηεδγεδ ινϖεστορσ πριmαριλψ δυε το βροαδ−βασεδ 

ωεακνεσσ αγαινστ τηε Υ.Σ. δολλαρ. Τηε �σαφε−ηαϖεν� Γερmαν 

bund gained nearly 2% with the yield inishing at 0.58%. Energy-
ρελατεδ χυρρενχψ ωεακνεσσ ιν Χαναδα ανδ Αυστραλια τρανσλατεδ 

ιντο δισαπποιντινγ ρετυρνσ ον αν υνηεδγεδ βασισ (βοτη δοων 

6%). Τηε Χαναδιαν εχονοmψ σηρανκ φορ τωο στραιγητ θυαρτερσ�

oficially a recession. Italy was the best performer in the Index, 
εξπανδινγ mορε τηαν 4% ον βοτη α ηεδγεδ ανδ υνηεδγεδ βασισ.

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

(Υ.Σ. Dολλαρ)

Χουντρψ Τοταλ Λοχαλ Χυρρενχψ Wτγ

Αυστραλια −6.19% 2.68% −8.63% 1.93%

Αυστρια 1.88% 1.70% 0.18% 1.82%

Βελγιυm 2.48% 2.30% 0.18% 2.96%

Χαναδα −5.93% 1.02% −6.88% 2.32%

Dενmαρκ 1.95% 1.77% 0.18% 0.81%

Φινλανδ 1.70% 1.51% 0.18% 0.71%

Φρανχε 2.13% 1.94% 0.18% 11.55%

Γερmανψ 1.96% 1.77% 0.18% 8.92%

Ιρελανδ 2.71% 2.52% 0.18% 0.95%

Ιταλψ 4.31% 4.11% 0.18% 11.39%

ϑαπαν 3.06% 0.87% 2.17% 33.06%

Μαλαψσια −14.57% −0.47% −14.17% 0.50%

Μεξιχο −6.04% 1.48% −7.41% 1.16%

Νετηερλανδσ 1.90% 1.71% 0.18% 2.96%

Νορωαψ −5.71% 2.23% −7.77% 0.33%

Πολανδ 1.09% 2.21% −1.10% 0.68%

Σινγαπορε −4.34% 1.02% −5.30% 0.41%

Σουτη Αφριχα −11.43% 0.89% −12.22% 0.56%

Σπαιν 3.01% 2.82% 0.18% 6.42%

Σωεδεν 0.45% 1.54% −1.07% 0.54%

Σωιτζερλανδ −3.68% 0.71% −4.35% 0.35%

Υ.Κ. −0.49% 3.32% −3.68% 9.72%

Source: Citigroup

Ιν Αυγυστ, Χηινα�σ συρπρισε χηανγε ιν εξχηανγε−ρατε πολιχψ 

ηειγητενεδ ρισκ αϖερσιον ανδ πιλεδ οντο τηε αλρεαδψ στρονγ ηεαδ−

ωινδσ φαχινγ εmεργινγ mαρκετ βονδσ. Σλοωινγ δεmανδ φροm 

China, falling commodity prices, capital outlows, and worries 
οϖερ α Φεδ ηικε αλλ χοντριβυτεδ το ποορ περφορmανχε. Τηε ϑΠΜ 

EMBI Global Diversiied Index σλιππεδ βψ 1.71%. Εmεργινγ 

mαρκετ χυρρενχιεσ ωερε παρτιχυλαρλψ ηαρδ ηιτ, ασ τηε λοχαλ χυρ−

ρενχψ−δενοmινατεδ JPM GBI-EM Global Diversiied Index 

σανκ 10.54%�τηε   ωορστ θυαρτερλψ περφορmανχε σινχε λατε 2011.

  

Τηε εmεργινγ Αmεριχασ εξηιβιτεδ τηε ηιγηεστ ινχρεασε ιν ψιελδσ. 

Brazil, suffering from the sharp drop in oil prices, as  well as is−

χαλ ανδ πολιτιχαλ χηαλλενγεσ, ωασ δοωνγραδεδ βψ Σ&Π το ϕυνκ 

10−Ψεαρ Γλοβαλ Γοϖερνmεντ Βονδ Ψιελδσ
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ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)

στατυσ; τηε χουντρψ ηασ σεεν ιτσ χυρρενχψ δεχλινε βψ ρουγηλψ 40% 

οϖερ τηε παστ ψεαρ. Βραζιλ (−9.97%) ωασ τηε mοστ νοταβλε υνδερ−

performer in the dollar-denominated Global Diversiied Index. 
Υκραινε συργεδ +50.18% φολλοωινγ αν αγρεεmεντ ωιτη χρεδιτορσ 

ωηερεβψ βονδηολδερσ ωουλδ τακε α 20% ηαιρχυτ ιν ρετυρν φορ α 

πορτιον οφ φυτυρε ΓDΠ γροωτη, συβϕεχτ το α σετ φορmυλα. Αmονγ 

λοχαλ χυρρενχψ βονδσ, παιν ωασ ωιδεσπρεαδ. Βραζιλ (−24.66%), 

Χολοmβια (−18.05%), Τυρκεψ (−14.76%), Μαλαψσια (−14.48%), 

Ινδονεσια (−14.15%), ανδ Ρυσσια (−13.19%), αλλ συφφερεδ δουβλε−

digit declines. The yield on the GBI-EM Global Diversiied Index 
ωασ 7% ασ οφ θυαρτερ ενδ, ωιτη Βραζιλ ατ 15% ανδ Ρυσσια ανδ 

Τυρκεψ βοτη οϖερ 10%. 

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

 10th Percentile  1.85 1.86 -1.45 -6.42

 25th Percentile  1.44 0.67 -2.41 -9.56

 Median  0.79 0.42 -3.35 -10.66

 75th Percentile  0.14 -1.35 -4.17 -11.25

 90th Percentile  -2.43 -4.45 -6.04 -12.17

   Citi World Citi Non-U.S.  JPM EMBI JPM GBI-EM
  Gov  World Gov  Gl Div Gl Div

 Benchmark   1.71 1.71 -1.71 -10.54
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Γλοβαλ Στψλε 0.79 −2.30 −3.40 −1.53 1.15 4.32

Χιτι Wορλδ Γοϖτ 1.71 −2.38 −3.83 −2.85 −0.19 3.37

Χιτι Wορλδ Γοϖτ (Λοχαλ) 1.89 1.27 4.01 3.52 3.51 3.77

Βαρχλαψσ Γλοβαλ Αγγρεγατε 0.85 −2.25 −3.26 −1.59 0.81 3.71

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

Νον−Υ.Σ. Στψλε 0.42 −5.24 −7.99 −3.54 0.18 3.58

Χιτι Νον−Υ.Σ. Wορλδ Γοϖτ 1.71 −4.22 −7.01 −4.59 −1.32 2.92

Χιτι Νον−Υ.Σ. Wορλδ Γοϖτ (Λοχαλ) 1.97 1.04 4.13 4.44 3.95 3.69

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

Χιτι Ευρο Γοϖτ Βονδ 2.74 −6.67 −8.12 1.52 1.11 3.76

Χιτι Ευρο Γοϖτ Βονδ (Λοχαλ) 2.55 1.18 3.98 5.80 4.89 4.37

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

JPM EMBI Global Diversiied −1.71 −0.07 −0.62 1.50 4.73 6.89

JPM GBI-EM Global Diversiied −10.54 −14.91 −19.77 −8.72 −3.56 4.45

*Returns less than one year are not annualized. 

Sources: Callan, Citigroup, JPMorgan Chase

Εmεργινγ Σπρεαδσ Οϖερ Dεϖελοπεδ (Βψ Ρεγιον)
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Μ&Α, Ηερε το Σταψ?

ΡΕΑΛ ΕΣΤΑΤΕ |  Μικε Πριττσ

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ αδϖανχεδ 3.09%, ρεχορδινγ 

α 1.22% ινχοmε ρετυρν ανδ 1.87% αππρεχιατιον ρετυρν. Τηε 

Index’s cash low return was 0.68% (3.22% for the trailing four 
θυαρτερσ). Τηερε ωερε 204 ασσετ τραδεσ, ρεπρεσεντινγ ∃7.8 βιλ−

λιον οφ οϖεραλλ τρανσαχτιοναλ ϖολυmε. Τηισ ρεmαινσ αηεαδ οφ τηε 

∃5.0 βιλλιον 10−ψεαρ θυαρτερλψ τρανσαχτιοναλ αϖεραγε. Τηε πεακ 

ϖολυmε οϖερ τηε πριορ 10−ψεαρ περιοδ ωασ ∃8.7 βιλλιον ιν τηε 

σεχονδ θυαρτερ οφ 2007.

Πριχινγ χοολεδ σλιγητλψ φροm τηε ρεχεντ χαπιταλιζατιον−ρατε χοm−

πρεσσιον τρενδ ασ εθυαλ−ωειγητεδ τρανσαχτιοναλ χαπιταλιζατιον 

rates increased to 5.91%. This relects a slight expansion from 
τηε σεχονδ θυαρτερ�σ λοω. Οϖερ τηε πριορ χψχλε, θυαρτερλψ εθυαλ−

ωειγητεδ τρανσαχτιοναλ χαπιταλιζατιον ρατεσ διππεδ το α λοω οφ 

5.46% ιν τηε φουρτη θυαρτερ οφ 2007 ανδ εξπανδεδ το α πεακ οφ 

8.46% ιν τηε τηιρδ θυαρτερ οφ 2009. Αππραισαλ χαπιταλιζατιον ρατεσ 

δεχρεασεδ φροm 4.81% το 4.67%. Οϖερ τηε πριορ χψχλε, τηεσε 

ρατεσ δεχλινεδ το α λοω οφ 4.89% (ιν τηε τηιρδ θυαρτερ οφ 2008).

Ον α πρελιmιναρψ βασισ, τηε NCREIF Open End Diversiied 
Χορε Εθυιτψ Ινδεξ προδυχεδ α 3.68% τοταλ ρετυρν, χοmπρισ−

ινγ α 1.16% ινχοmε ρετυρν ανδ α 2.51% αππρεχιατιον ρετυρν. 

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

Dεϖελοπεδ ΡΕΙΤσ Ινδεξ (ΥΣD) δεχλινεδ 1.42% ανδ Υ.Σ. 

ΡΕΙΤσ τραχκεδ βψ τηε ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ ΡΕΙΤσ Ινδεξ 

ινχρεασεδ 2.00%. 

Ιν τηε Υ.Σ., σεχτορσ ωερε mιξεδ ανδ mαρκετσ ϖολατιλε. Βψ σεχτορ, 

Σελφ−Στοραγε (+16.14%) λεδ, φολλοωεδ βψ Ρεσιδεντιαλ (+6.94%), 

Ινδυστριαλ (+5.00%), Μαλλσ (+4.12%), ανδ Ηεαλτη Χαρε (+2.41%); 

Ofice (-1.24%), and Lodging (-13.73%) dipped. U.S. REITs 
ραισεδ ∃8.6 βιλλιον φολλοωινγ τηε χοmπλετιον οφ ειγητ σεχονδαρψ 

οφφερινγσ ραισινγ ∃1.7 βιλλιον, ονε πρεφερρεδ εθυιτψ οφφερινγ ραισ−

ινγ ∃288 mιλλιον, ανδ 15 υνσεχυρεδ δεβτ οφφερινγσ ραισινγ ∃6.7 

βιλλιον. Τηερε ωερε νο Υ.Σ. ΡΕΙΤ ΙΠΟσ; τηε θυαρτερ ηαδ τηε λοω−

εστ αmουντ οφ χαπιταλ ραισεδ βψ τηε ΡΕΙΤ mαρκετ σινχε Θ4 2011 

and the ifth lowest quarterly capital raise since the beginning 

of 2009. In large part, 2015 has been dominated by signiicant 
Μ&Α αχτιϖιτψ αmονγ α νυmβερ οφ λαργε ρεαλ εστατε ινϖεστορσ 

driven by inexpensive inancing and signiicant amounts of capi−
ταλ σεεκινγ ρεαλ εστατε. Νοταβλε αmονγ τηε ρεχεντ δεαλ αχτιϖ−

ιτψ ισ Βλαχκστονε�σ αννουνχεδ οφφερ το αχθυιρε Στρατεγιχ Ηοτελσ 

ανδ ΒιοΜεδ Ρεαλτψ Τρυστ ανδ, mορε ρεχεντλψ, τηε αννουνχεδ 

mεργερ οφ Σταρωοοδ Wαψποιντ ανδ Χολονψ Αmεριχαν. Ιν τηε Υ.Σ., 

Μ&Α αχτιϖιτψ τηρουγη τηε τηιρδ θυαρτερ οφ τηισ ψεαρ ηασ αλρεαδψ 

εξχεεδεδ αλλ οφ 2014. 

Υ.Σ. ΡΕΙΤ ινδιχεσ χοντινυεδ τηειρ σλιδε υπ υντιλ τηε mιδ−Σεπ−

τεmβερ ΦΟΜΧ mεετινγ ωηερε τηε δεχισιον ωασ mαδε νοτ το 

ινχρεασε τηε δισχουντ ρατε. Wιτη υπδατεδ χλαριτψ ον νεαρ−τερm 

Φεδ mοϖεσ, ΡΕΙΤ mαρκετσ βεγαν το αππρεχιατε τοωαρδ τηε ενδ 

οφ τηε τηιρδ θυαρτερ ανδ ιντο τηε φουρτη. Λιστεδ ρεαλ εστατε βεατ 

βροαδ εθυιτψ mαρκετσ. Α χοmβινατιον οφ βοτη Υ.Σ. εχονοmιχ ουτ−

περφορmανχε ανδ α λοω ιντερεστ ρατε ενϖιρονmεντ χοντινυεσ το 

mακε Υ.Σ. χοmmερχιαλ προπερτψ αν αττραχτιϖε δεστινατιον φορ βοτη 

U.S. and non-U.S. investors. Capital lows have created a $9 
βιλλιον ινϖεστmεντ θυευε φορ οπεν−ενδεδ χορε φυνδσ ασ ωελλ ασ α 

ηεαλτηψ ∃74 βιλλιον ινϖεστεδ ιν Υ.Σ. χοmmερχιαλ ρεαλ εστατε οϖερ 

τηε λαστ 12 mοντησ. 

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ
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ΡΕΑΛ ΕΣΤΑΤΕ (Χοντινυεδ)

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

Πριϖατε Ρεαλ Εστατε Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Ρεαλ Εστατε Dαταβασε (νετ οφ φεεσ) 2.92 10.24 14.12 13.06 13.70 5.55

ΝΧΡΕΙΦ Προπερτψ 3.09 10.18 13.54 11.92 12.56 8.02

ΝΦΙ−ΟDΧΕ (ϖαλυε ωτδ. νετ) 3.58 10.67 14.02 12.44 12.98 5.74

Πυβλιχ Ρεαλ Εστατε Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

ΡΕΙΤ Dαταβασε 2.63 −2.94 11.38 10.10 12.89 7.88

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 2.00 −3.79 9.88 9.59 12.00 6.82

Γλοβαλ Ρεαλ Εστατε Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Γλοβαλ ΡΕΙΤ Dαταβασε −0.73 −3.00 5.16 8.18 9.08 6.38

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ −1.42 −4.16 3.58 7.05 8.33 5.42

*Returns less than one year are not annualized.

All REIT returns are reported gross in USD. 

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

ΝΧΡΕΙΦ Τρανσαχτιον ανδ Αππραισαλ Χαπιταλιζατιον Ρατεσ ΝΧΡΕΙΦ Χαπιταλιζατιον Ρατεσ βψ Προπερτψ Τψπε
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Ιν Ευροπεαν χορε mαρκετσ, ινϖεστmεντ αχτιϖιτψ ισ ρετυρνινγ το 

crisis countries. Yet the threat of delation remains given falling 
γλοβαλ χοmmοδιτψ πριχεσ ανδ τηε δεχλινε ιν τηε ευρο ϖερσυσ τηε 

Υ.Σ. δολλαρ. Πριmε ψιελδσ ιν χορε mαρκετσ αρε ατ ϖερψ λοω λεϖελσ 

ρανγινγ φροm 2.5% ιν Λονδον το 4.5% ιν Μαδριδ. Τρανσαχτιον ϖολ−

υmεσ ινχρεασεδ ασ α ρεσυλτ οφ αχχελερατινγ χροσσ−βορδερ γλοβαλ 

investment into Europe. There is a signiicant dispersion in prime 
ofice rental rates across Europe ranging from €200 (per square 
meter) in Barcelona, €500 in Paris, all the way up to €1,500 in 
Λονδον�σ Wεστ Ενδ. 

Ασιαν ρεαλ εστατε mαρκετσ χοντινυεδ το φαχε mαχρο ηεαδωινδσ 

στεmmινγ φροm χοντραχτινγ ινδυστριαλ αχτιϖιτψ ανδ σλοωινγ εξπορτ 

demand. Despite the pressures, low ofice vacancy rates within 
major Asian cities remained the dominant theme. Ofice build−

ινγσ ιν Ηονγ Κονγ ωερε αφφεχτεδ βψ τηε λαχκ οφ νεω συππλψ ανδ 

εξχεσσ δεmανδ, πυσηινγ ρενταλ ρατεσ υπωαρδσ. Τοκψο σηοωεδ 

improvements in terms of ofice occupancy rates and acceler−
ατινγ ρενταλ γροωτη ρατεσ, γιϖινγ ρισε το ινχρεασεδ πριχινγ ποωερ 

φορ λανδλορδσ.

ΧΜΒΣ ισσυανχε ρεαχηεδ ∃23.1 βιλλιον, α πυλλ βαχκ φροm τηε 

∃27.4 βιλλιον ισσυανχε ϖολυmε φροm τηε σεχονδ θυαρτερ οφ 2015 

ανδ ∃28.1 βιλλιον ιν τηε τηιρδ θυαρτερ οφ 2014. Τοταλ ισσυανχε φορ 

τηε τραιλινγ 12 mοντησ ωασ ∃102.8 βιλλιον, α ρεδυχτιον φροm τηε 

ρεχεντ πεακ ατ τηε ενδ οφ τηε σεχονδ θυαρτερ οφ 2015. 
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Πριϖατε Εθυιτψ Περφορmανχε Dαταβασε (%) (Ποολεδ Ηοριζον ΙΡΡσ τηρουγη Μαρχη 31, 2015∗)

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

Αλλ ςεντυρε 3.9 22.4 18.6 17.2 10.9 3.8 27.7 

Γροωτη Εθυιτψ 3.1 10.8 13.0 13.6 12.8 9.7 14.8 

Αλλ Βυψουτσ 1.3 7.7 13.3 14.3 12.6 10.9 13.1 

Μεζζανινε −0.1 7.1 10.9 11.2 10.8 7.2 10.0 

Dιστρεσσεδ 1.6 5.7 12.2 11.4 10.3 11.0 11.3 

Αλλ Πριϖατε Εθυιτψ 2.0 10.1 13.9 14.2 12.0 8.9 14.4 

Σ&Π 500 Ινδεξ 1.0 12.7 16.1 14.5 8.0 4.2 9.4 

Private equity returns are net of  fees. 

Sources: Standard & Poor’s, Thomson/Cambridge 

*Most recent data available at time of  publication

Πυβλιχ ςολατιλιτψ Πριϖατε Σλοωδοων   

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Γαρψ Ροβερτσον

Ιν φυνδραισινγ, Πριϖατε Εθυιτψ Αναλψστ ρεπορτσ τηατ νεω χοmmιτ−

mεντσ τοταλεδ ∃53.7 βιλλιον ωιτη 179 νεω παρτνερσηιπσ φορmεδ, 

δοων 38% φροm τηε σεχονδ θυαρτερ�σ ∃87.1 βιλλιον ανδ 231 παρτ−

νερσηιπσ φορmεδ. Wιτη τηε σλοωινγ οφ χοmmιτmεντσ ανδ υνχερ−

ταιντψ χαυσεδ βψ τηε θυαρτερ�σ ϖολατιλε πυβλιχ στοχκ mαρκετ, 2015�σ 

φυνδραισινγ ωιλλ λικελψ βε ιν τηε ϖιχινιτψ οφ λαστ ψεαρ�σ ∃266 mιλλιον. 

Αχχορδινγ το Βυψουτσ Ινσιδερ, τηε ινϖεστmεντ παχε βψ φυνδσ 

ιντο χοmπανιεσ τοταλεδ 406 τρανσαχτιονσ, υπ φροm 358 δεαλσ ιν 

τηε σεχονδ θυαρτερ. Τηε αννουνχεδ αγγρεγατε δολλαρ ϖολυmε 

φελλ το ∃11.4 βιλλιον (φροm ∃24.3 βιλλιον). Ονλψ ονε δεαλ ωιτη αν 

αννουνχεδ ϖαλυε οφ mορε τηαν ∃1 βιλλιον χλοσεδ δυρινγ τηε θυαρ−

τερ, Χαρλψλε−οωνεδ ΧοmmΣχοπε�σ ∃3.1 βιλλιον αδδ−ον αχθυισι−

τιον οφ Βροαδβανδ Νετωορκ Σολυτιονσ. 

Αχχορδινγ το τηε Νατιοναλ ςεντυρε Χαπιταλ Ασσοχιατιον, ινϖεστ−

mεντσ ιν ϖεντυρε χαπιταλ χοmπανιεσ τοταλεδ ∃16.3 βιλλιον ιν 1,070 

rounds of inancing. The dollar volume and number of rounds 
βοτη δροππεδ χοmπαρεδ το τηε σεχονδ θυαρτερ�σ ∃17.5 βιλλιον 

ανδ 1,189 ρουνδσ. Τηε λαργεστ φυνδινγ ωασ α ∃1.0 βιλλιον εξπαν−

σιον �mεγα−ρουνδ� ραισεδ βψ Σοχιαλ Φινανχε. 

Ρεγαρδινγ εξιτσ, Βυψουτσ ρεπορτσ τηατ 123 πριϖατε Μ&Α εξιτσ οφ 

βυψουτ−βαχκεδ χοmπανιεσ οχχυρρεδ δυρινγ τηε θυαρτερ, ωιτη 37 

δεαλσ δισχλοσινγ ϖαλυεσ οφ ∃25.5 βιλλιον. Βοτη τηε Μ&Α εξιτ χουντ 

ανδ αννουνχεδ ϖαλυε ωασ δοων φροm τηε σεχονδ θυαρτερ�σ 135 

Φυνδσ Χλοσεδ ϑανυαρψ 1 το Σεπτεmβερ 30, 2015

Στρατεγψ Νο. οφ Φυνδσ Αmτ (∃mm) Περχεντ

ςεντυρε Χαπιταλ 225 26,726 14%

Βυψουτσ 212 129,821 66%

Συβορδινατεδ Dεβτ 27 8,038 4%

Dιστρεσσεδ Dεβτ 32 18,511 9%

Σεχονδαρψ ανδ Οτηερ 14 6,385 3%

Φυνδ−οφ−φυνδσ 47 7,496 4%

Τοταλσ 557 196,976 100%

Source: Private Equity Analyst

πριϖατε εξιτσ ανδ δισχλοσεδ ϖαλυε οφ ∃35.8 βιλλιον. Βυψουτ−βαχκεδ 

IPOs dropped precipitously to four issues loating $660 million, 
δοων φροm 17 ΙΠΟσ τοταλινγ ∃6.6 βιλλιον ιν τηε σεχονδ θυαρτερ.

ςεντυρε−βαχκεδ Μ&Α εξιτσ τοταλεδ 90 τρανσαχτιονσ, ωιτη 20 δισ−

χλοσινγ α δολλαρ ϖολυmε οφ ∃5.1 βιλλιον. Τηε νυmβερ οφ εξιτσ ανδ 

δισχλοσεδ ϖαλυε βοτη ινχρεασεδ φροm τηε σεχονδ θυαρτερ�σ 74 

σαλεσ ϖαλυεδ ατ ∃3.7 βιλλιον. ςΧ−βαχκεδ ΙΠΟσ φελλ, ωιτη 13 οφφερ−

ινγσ ραισινγ α χοmβινεδ ∃1.7 βιλλιον ϖερσυσ τηε σεχονδ θυαρτερ�σ 

29 ΙΠΟσ ανδ τοταλ ισσυανχε οφ ∃3.8 βιλλιον. 

Πλεασε σεε ουρ υπχοmινγ ισσυε οφ Πριϖατε Μαρκετσ Τρενδσ φορ 

αδδιτιοναλ ιν−δεπτη χοϖεραγε.

Note: Transaction count and dollar volume figures across all private equity measures 

are preliminary figures and are subject to update in subsequent versions of  Capital 

Market Review and other Callan publications.
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Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε −3.30 −0.72 0.05 5.28 4.29 4.11

ΧΣ Ηεδγε Φυνδ Ινδεξ −2.53 −0.59 0.11 5.01 4.53 5.16

ΧΣ Εθυιτψ Μαρκετ Νευτραλ 2.15 1.73 2.07 3.46 2.99 −1.19

ΧΣ Χονϖερτιβλε Αρβιτραγε −1.52 1.40 −1.66 2.50 3.53 4.52

ΧΣ Φιξεδ Ινχοmε Αρβιτραγε −0.19 0.56 0.60 3.59 5.35 3.86

ΧΣ Μυλτι−Στρατεγψ 0.08 3.32 4.49 7.80 7.52 6.34

ΧΣ Dιστρεσσεδ −3.52 −3.61 −5.84 5.78 5.09 5.35

ΧΣ Ρισκ Αρβιτραγε −2.72 −0.39 −2.10 1.63 1.15 3.54

ΧΣ Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ −6.92 −4.23 −6.23 4.85 3.01 5.30

ΧΣ Λονγ/Σηορτ Εθυιτψ −1.54 1.94 4.24 8.95 6.13 5.91

ΧΣ Dεδιχατεδ Σηορτ Βιασ 17.40 6.97 4.28 −9.88 −11.10 −8.56

ΧΣ Γλοβαλ Μαχρο −2.95 −0.44 0.02 2.74 4.35 6.92

ΧΣ Μαναγεδ Φυτυρεσ 4.37 0.12 11.40 3.84 2.51 4.27

ΧΣ Εmεργινγ Μαρκετσ −5.57 −2.93 −2.19 3.66 2.67 5.09

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

Dραγ Με Dοων

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

The third quarter was a lood of red ink for capital markets. 
Αφτερ α mοδεστ ρεβουνδ ιν τηε πριορ θυαρτερ, χοmmοδιτψ πριχεσ 

(λεδ βψ οιλ) ρεσυmεδ τηειρ σεχυλαρ δεχλινε, ασ τηε Βλοοmβεργ 

Χοmmοδιτψ Ινδεξ νοσεδιϖεδ 14.48%. Λαχκινγ εϖιδενχε οφ 

α γλοβαλ εχονοmψ ον σολιδ γρουνδ, εθυιτψ mαρκετσ πανιχκεδ. 

High yield spreads widened signiicantly while Treasurys 
gained during the quarter’s light to quality. Amid this backdrop 
οφ ανεmιχ γλοβαλ γροωτη, τηε Φεδεραλ Ρεσερϖε βαλκεδ ον ραισ−

ινγ σηορτ−τερm ρατεσ.

Ασ α ραω mεασυρε οφ υνmαναγεδ ηεδγε φυνδ ιντερεστσ, τηε 

Χρεδιτ Συισσε Ηεδγε Φυνδ Ινδεξ (ΧΣ ΗΦΙ) δροππεδ 2.53%. 

Ρεπρεσεντινγ αχτυαλ ηεδγε φυνδ πορτφολιοσ, τηε mεδιαν mαν−

αγερ ιν τηε Χαλλαν Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε σλιππεδ 

3.30%, νετ οφ αλλ φεεσ.

Wιτηιν τηε ΧΣ ΗΦΙ, τηε βιγγεστ στρατεγψ λοσερ ωασ Εϖεντ−Dριϖεν 

Μυλτι−Στρατεγψ (−6.92%). Dιστρεσσεδ φελλ 3.52%, βυτ Βαρχλαψσ 

Ηιγη Ψιελδ Χρεδιτ (−4.86%) δροππεδ φυρτηερ. Τηε αϖεραγε φυνδ 

ιν Λονγ/Σηορτ Εθυιτψ περφορmεδ ωελλ δυρινγ τηε θυαρτερ, λοσ−

ινγ ονλψ 1.54% ωηιλε λονγ−ονλψ βενχηmαρκσ, λικε τηε Σ&Π 500 

Ινδεξ (−6.44%), φελλ mυχη mορε. Ρελατιϖελψ φρεε οφ βετα�σ δοων−

σιδε ρισκ, Εθυιτψ Μαρκετ Νευτραλ ροσε 2.15%. 

Wιτηιν Χαλλαν�σ Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε, mαρκετ εξπο−

συρεσ νοταβλψ αφφεχτεδ περφορmανχε ιν τηε θυαρτερ. Ηυρτ βαδλψ 

βψ τηε φαλλινγ στοχκ mαρκετ, τηε mεδιαν Χαλλαν Λονγ/Σηορτ 

Εθυιτψ ΦΟΦ (−4.85%) λαγγεδ τηε Χαλλαν Αβσολυτε Ρετυρν ΦΟΦ 

(−2.21%). Wιτη διϖερσιφψινγ εξποσυρεσ το βοτη νον−διρεχτιοναλ 

ανδ διρεχτιοναλ στψλεσ, τηε Core Diversiied FOF φελλ 3.56%.

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

 10th Percentile -0.47 -0.76 -2.55

 25th Percentile -1.79 -1.22 -3.59

 Median -2.21 -3.56 -4.85

 75th Percentile -2.75 -4.91 -7.90

 90th Percentile -3.37 -6.06 -9.24

 T-Bills + 5% 1.24 1.24 1.24

Sources: Callan, Merrill Lynch

-10%

-8%

-6%

-4%

-2%

0%

2%

Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ



21Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Τηε Χαλλαν DΧ Ινδεξ� ισ αν εθυαλλψ ωειγητεδ ινδεξ τραχκινγ τηε χαση 

lows and performance of nearly 90 plans, representing more than one mil−
lion DC participants and over $135 billion in assets. The Index is updated 
quarterly and is available on Callan’s website, as is the quarterly DC 
Οβσερϖερ νεωσλεττερ.

The average deined contribution (DC) plan managed to 
αϖοιδ λοσσεσ ιν τηε σεχονδ θυαρτερ οφ 2015�βυτ ϕυστ βαρελψ. 

Αχχορδινγ το τηε Χαλλαν DΧ Ινδεξ�, τηε τψπιχαλ DΧ πλαν ενδεδ 

ϑυνε 30, 2015, ωιτη α 0.08% γαιν. Τηισ πλαχεδ DΧ πλανσ ον 

irmer ground than the typical 2035 target date fund (TDF) or 
corporate deined beneit (DB) plan, which lost 0.13% and 
0.71%, ρεσπεχτιϖελψ.

Πλαν βαλανχεσ εξπεριενχεδ α σλιγητ ινχρεασε (+0.26%) δριϖεν 

primarily by participant inlows. Inlows (i.e., participant and 
πλαν σπονσορ χοντριβυτιονσ) αδδεδ 0.18% το τοταλ γροωτη, 

ωηιλε mαρκετ αππρεχιατιον (ρετυρν−δεριϖεδ γροωτη) χοντριβ−

υτεδ τηε ρεmαινινγ 0.08%. Σινχε ινχεπτιον, πλαν σπονσορ ανδ 

participant contributions have had a signiicant impact on 
βαλανχεσ. Τηιρτψ περχεντ οφ τοταλ γροωτη ιν βαλανχεσ (2.49% 

annualized) has been attributable to such net lows since the 
Ινδεξ�σ 2006 ινχεπτιον.

In the irst quarter of 2015, TDFs beat out U.S. large cap equity 
το βεχοmε τηε λαργεστ ηολδινγ ιν τηε τψπιχαλ DΧ πλαν�ανδ τηειρ 

δοmινανχε χοντινυεδ το γροω ιν τηε σεχονδ θυαρτερ. Ταργετ 

date funds accounted for the majority of inlow activity, cap−

τυρινγ 70 χεντσ οφ εϖερψ δολλαρ mοϖινγ. Σινχε 2011, ΤDΦ χαση 

inlows have averaged just over 70% each quarter, with the 
highest inlow clocking in at 89% in the second quarter of 2014.

Staying Aloat 
DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  Τοm Σζκωαρλα

Νετ Χαση Φλοω Αναλψσισ (Σεχονδ Θυαρτερ 2015)∗ 

(Τοπ Τωο ανδ Βοττοm Τωο Ασσετ Γατηερερσ)

Ασσετ Χλασσ

Φλοωσ ασ % οφ

Τοταλ Νετ Φλοωσ

Ταργετ Dατε Φυνδσ 70.45%

Νον−Υ.Σ. Εθυιτψ 13.11%

Χοmπανψ Στοχκ −27.86%

Υ.Σ. Λαργε Χαπ −49.44%

Τοταλ Τυρνοϖερ∗∗ 0.32%

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.

**Total Index “turnover” measures the percentage of  total invested assets (transfers 

only, excluding contributions and withdrawals) that moved between asset classes. 

Ινϖεστmεντ Περφορmανχε∗

Γροωτη Σουρχεσ∗
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Actual vs Target Asset Allocation
As of September 30, 2015

The first chart below shows the Fund’s asset allocation as of September 30, 2015. The second chart shows the Fund’s target
asset allocation as outlined in the investment policy statement.

Actual Asset Allocation

Large Cap
9%

Small Cap
3%

International Equity
6%

Domestic Fixed Income
42%

Diversified Real Assets
11%

Short Term Fixed Income
19%

Cash & Equivalents
5%

Real Estate
5%

Target Asset Allocation

Large Cap
9%

Small Cap
3%

International Equity
7%

Domestic Fixed Income
42%Diversified Real Assets

11%

Short Term Fixed Income
19%

Cash & Equivalents
5%

Real Estate
4%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Large Cap         216,337    8.8%    9.2% (0.4%) (9,840)
Small Cap          72,841    3.0%    3.1% (0.1%) (3,371)
International Equity         143,376    5.8%    6.7% (0.9%) (21,339)
Domestic Fixed Income      1,032,895   42.0%   42.0%    0.0%             349
Diversified Real Assets         264,991   10.8%   10.7%    0.1%           1,938
Short Term Fixed Income        476,029   19.4%   19.3%    0.1%           1,549
Cash & Equivalents         130,543    5.3%    4.8%    0.5%          12,537
Real Estate         121,430    4.9%    4.2%    0.7%          18,175
Total       2,458,442  100.0%  100.0%

* Current Quarter Target = 42.0% Barclays Aggregate Index, 19.3% Barclays Gov 1-3 Yr, 10.7% NDSIB INS DRA Weighted Benchmark, 9.2% Russell 1000

Index, 6.7% MSCI EAFE Index, 4.8% 3-month Treasury Bill, 4.2% NCREIF Total Index and 3.1% Russell 2000 Index.
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Quarterly Total Fund Relative Attribution - September 30, 2015

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% 0.6% 0.8% 1.0%

Large Cap 0.05%

Small Cap 0.11%

Domestic Fixed Income (0.26%)

Real Estate 0.63%

International Equity (0.37%)

Diversified Real Assets (0.02%)

Short Term Fixed Income (0.01%)

Cash & Equivalents (0.13%)

Large Cap

Small Cap

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Short Term Fixed Income

Cash & Equivalents

Total

Actual vs Target Returns

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

(6.20%)
(6.83%)

(11.58%)
(11.92%)

0.42%
1.23%

1.42%
3.09%

(11.24%)
(10.23%)

0.19%
(0.54%)

0.28%
0.32%

0.00%
0.01%

(1.40%)
(1.08%)

Actual Target

Relative Attribution by Asset Class

(0.50%) (0.40%) (0.30%) (0.20%) (0.10%) 0.00% 0.10% 0.20%

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended September 30, 2015

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 9% 9% (6.20%) (6.83%) 0.06% (0.01%) 0.05%
Small Cap 3% 3% (11.58%) (11.92%) 0.01% (0.01%) 0.00%
Domestic Fixed Income 42% 42% 0.42% 1.23% (0.34%) 0.00% (0.34%)
Real Estate 5% 4% 1.42% 3.09% (0.08%) 0.03% (0.05%)
International Equity 6% 7% (11.24%) (10.23%) (0.08%) 0.04% (0.04%)
Diversified Real Assets 11% 11% 0.19% (0.54%) 0.08% 0.00% 0.08%
Short Term Fixed Income19% 19% 0.28% 0.32% (0.01%) (0.00%) (0.01%)
Cash & Equivalents 3% 4% 0.00% 0.01% (0.00%) (0.01%) (0.01%)

Total = + +(1.40%) (1.08%) (0.36%) 0.04% (0.32%)

* Current Quarter Target = 42.0% Barclays Aggregate Index, 19.3% Barclays Gov 1-3 Yr, 10.7% NDSIB INS DRA Weighted Benchmark, 9.2% Russell 1000

Index, 6.7% MSCI EAFE Index, 4.8% 3-month Treasury Bill, 4.2% NCREIF Total Index and 3.1% Russell 2000 Index.
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Cumulative Total Fund Relative Attribution - September 30, 2015

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

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

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

(0.4%)

(0.2%)

0.0%

0.2%

0.4%

0.6%

0.8%

1.0%

2014 2015

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 15% 15% 1.52% (0.61%) 0.21% (0.08%) 0.13%
Small Cap 4% 4% 2.27% 1.25% 0.04% (0.04%) 0.00%
Domestic Fixed Income 41% 40% 2.62% 2.94% (0.12%) (0.07%) (0.20%)
Real Estate 5% 5% 16.34% 13.48% 0.15% 0.05% 0.20%
International Equity 8% 9% (7.24%) (8.66%) 0.06% 0.00% 0.07%
Diversified Real Assets 9% 9% (0.12%) (0.26%) 0.02% (0.01%) 0.02%
Short Term Fixed Income15% 15% 1.95% 1.20% 0.10% (0.02%) 0.08%
Cash & Equivalents 3% 2% 0.01% 0.02% (0.00%) (0.02%) (0.02%)

Total = + +2.20% 1.92% 0.46% (0.18%) 0.28%

* Current Quarter Target = 42.0% Barclays Aggregate Index, 19.3% Barclays Gov 1-3 Yr, 10.7% NDSIB INS DRA Weighted Benchmark, 9.2% Russell 1000

Index, 6.7% MSCI EAFE Index, 4.8% 3-month Treasury Bill, 4.2% NCREIF Total Index and 3.1% Russell 2000 Index.
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Cumulative Total Fund Relative Attribution - September 30, 2015

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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Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects
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Manager Effect

Asset Allocation

Total

Three Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 11% 11% 14.46% 12.66% 0.12% (0.04%) 0.09%
Small Cap 3% 3% 12.68% 11.02% 0.04% (0.01%) 0.03%
Domestic Fixed Income 33% 33% 3.79% 1.71% 0.63% (0.03%) 0.60%
Real Estate 4% 4% 15.35% 11.90% 0.13% 0.03% 0.16%
International Equity 7% 7% 6.93% 5.63% 0.04% (0.02%) 0.02%
Diversified Real Assets 10% 10% 2.80% 1.32% 0.15% (0.01%) 0.14%
Short Term Fixed Income29% 28% 1.49% 0.70% 0.22% (0.05%) 0.17%
Cash & Equivalents 3% 2% 0.07% 0.06% 0.00% 0.01% 0.01%

Total = + +4.18% 2.96% 1.34% (0.11%) 1.22%

* Current Quarter Target = 42.0% Barclays Aggregate Index, 19.3% Barclays Gov 1-3 Yr, 10.7% NDSIB INS DRA Weighted Benchmark, 9.2% Russell 1000

Index, 6.7% MSCI EAFE Index, 4.8% 3-month Treasury Bill, 4.2% NCREIF Total Index and 3.1% Russell 2000 Index.
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Cumulative Total Fund Relative Attribution - September 30, 2015

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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Large Cap

Small Cap
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Cumulative Relative Attribution Effects
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Manager Effect

Asset Allocation

Total

Five Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 10% 10% 14.34% 13.47% 0.06% (0.01%) 0.05%
Small Cap 3% 3% 13.05% 11.73% 0.04% (0.02%) 0.02%
Domestic Fixed Income 36% 36% 5.69% 3.10% 0.87% (0.03%) 0.84%
Real Estate 4% 4% 19.19% 12.55% 0.27% 0.02% 0.28%
International Equity 6% 7% 5.07% 3.68% 0.06% (0.04%) 0.02%
Diversified Real Assets 12% 13% 3.83% 3.59% (0.02%) (0.01%) (0.03%)
Short Term Fixed Income25% 25% 1.53% 0.58% 0.26% (0.03%) 0.23%
Cash & Equivalents 3% 3% 0.15% 0.08% 0.00% 0.00% 0.01%

Total = + +5.46% 4.04% 1.54% (0.11%) 1.43%

* Current Quarter Target = 42.0% Barclays Aggregate Index, 19.3% Barclays Gov 1-3 Yr, 10.7% NDSIB INS DRA Weighted Benchmark, 9.2% Russell 1000

Index, 6.7% MSCI EAFE Index, 4.8% 3-month Treasury Bill, 4.2% NCREIF Total Index and 3.1% Russell 2000 Index.
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Cumulative Total Fund Relative Attribution - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.
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Ten Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 10% 10% 6.58% 6.86% (0.05%) (0.03%) (0.08%)
Small Cap 3% 3% 7.13% 6.55% 0.02% (0.01%) 0.01%
Domestic Fixed Income 41% 42% 5.99% 4.64% 0.40% (0.01%) 0.39%
Real Estate 5% 5% 3.99% 8.02% (0.17%) (0.03%) (0.20%)
International Equity 7% 7% 3.31% 2.66% 0.03% 0.00% 0.04%
Diversified Real Assets 16% 16% 3.72% 4.25% (0.15%) 0.00% (0.15%)
Short Term Fixed Income14% 14% - - 0.23% (0.02%) 0.21%
Cash & Equivalents 4% 4% 1.45% 1.33% 0.01% (0.02%) (0.02%)

Total = + +4.62% 4.42% 0.32% (0.12%) 0.20%

* Current Quarter Target = 42.0% Barclays Aggregate Index, 19.3% Barclays Gov 1-3 Yr, 10.7% NDSIB INS DRA Weighted Benchmark, 9.2% Russell 1000

Index, 6.7% MSCI EAFE Index, 4.8% 3-month Treasury Bill, 4.2% NCREIF Total Index and 3.1% Russell 2000 Index.
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Cumulative Performance Relative to Target

The first chart below illustrates the cumulative performance of the Total Fund relative to the cumulative performance of the
Fund’s Target Asset Mix. The Target Mix is assumed to be rebalanced each quarter with no transaction costs. The 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 = 42.0% Barclays Aggregate Index, 19.3% Barclays Gov 1-3 Yr, 10.7% NDSIB INS DRA Weighted Benchmark, 9.2% Russell 1000

Index, 6.7% MSCI EAFE Index, 4.8% 3-month Treasury Bill, 4.2% NCREIF Total Index and 3.1% Russell 2000 Index.

 31
NDSIB - Consolidated Insurance Trust



Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, and the fund’s historical target asset allocation.
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* Current Quarter Target = 42.0% Barclays Aggregate Index, 19.3% Barclays Gov 1-3 Yr, 10.7% NDSIB INS DRA Weighted Benchmark, 9.2% Russell 1000

Index, 6.7% MSCI EAFE Index, 4.8% 3-month Treasury Bill, 4.2% NCREIF Total Index and 3.1% Russell 2000 Index.
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Asset Class Risk and Return

The charts below show the five year annualized risk and return for each asset class component of the Total Fund. The first
graph contrasts these values with those of the appropriate index for each asset class. The second chart contrasts them with
the risk and return of the median portfolio in each of the appropriate CAI comparative databases. In each case, the
crosshairs on the chart represent the return and risk of the Total Fund.
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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 September 30, 2015. 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 = 42.0% Barclays Aggregate Index, 19.3% Barclays Gov 1-3 Yr, 10.7% NDSIB INS DRA Weighted Benchmark, 9.2% Russell 1000

Index, 6.7% MSCI EAFE Index, 4.8% 3-month Treasury Bill, 4.2% NCREIF Total Index and 3.1% Russell 2000 Index.
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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.
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Total Asset Class Performance
Five Years Ended September 30, 2015
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* Current Quarter Target = 42.0% Barclays Aggregate Index, 19.3% Barclays Gov 1-3 Yr, 10.7% NDSIB INS DRA Weighted Benchmark, 9.2% Russell 1000

Index, 6.7% MSCI EAFE Index, 4.8% 3-month Treasury Bill, 4.2% NCREIF Total Index and 3.1% Russell 2000 Index.
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of September 30, 2015, with
the distribution as of June 30, 2015. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Distribution Across Investment Managers

September 30, 2015 June 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Domestic Equity $289,177,916 11.76% $(412,264) $(23,859,068) $313,449,248 12.80%

     Large Cap $216,336,948 8.80% $(121,518) $(14,310,110) $230,768,576 9.42%
Parametric Clifton Large Cap 42,516,957 1.73% (30,653) (2,883,559) 45,431,169 1.85%
L.A. Capital Large Cap Growth 66,691,358 2.71% (28,284) (3,353,613) 70,073,255 2.86%
L.A. Capital Enhanced 43,456,362 1.77% (12,499) (2,427,042) 45,895,902 1.87%
LSV Large Cap Value 63,672,272 2.59% (50,083) (5,645,896) 69,368,250 2.83%

     Small Cap $72,840,968 2.96% $(290,745) $(9,548,959) $82,680,672 3.38%
Parametric Clifton Small Cap 51,825,565 2.11% (273,080) (6,836,610) 58,935,255 2.41%
Research Affiliates 21,015,404 0.85% (17,665) (2,712,348) 23,745,417 0.97%

International Equity $143,376,126 5.83% $(143,207) $(18,154,199) $161,673,533 6.60%
Capital Group 55,687,789 2.27% (79,955) (8,829,882) 64,597,626 2.64%
DFA Int’l Small Cap Value 14,987,191 0.61% 0 (1,521,740) 16,508,931 0.67%
LSV Intl Value 57,188,901 2.33% (63,252) (6,660,628) 63,912,781 2.61%
Vanguard Intl Explorer Fund 15,512,245 0.63% 0 (1,141,950) 16,654,195 0.68%

Domestic Fixed Income $1,032,895,121 42.01% $(345,248) $4,317,711 $1,028,922,658 42.01%
Declaration Total Return 78,791,645 3.20% (27,446) 697,518 78,121,573 3.19%
PIMCO DiSCO II 79,292,119 3.23% 0 308,185 78,983,934 3.22%
PIMCO Bravo II Fund 35,384,594 1.44% 0 0 35,384,594 1.44%
Prudential 89,079,254 3.62% (61,066) 468,148 88,672,172 3.62%
SSgA US Govt Credit Bd Idx 136,530,169 5.55% (11,476) 1,623,324 134,918,321 5.51%
Wells Capital 302,593,949 12.31% (138,223) (1,325,502) 304,057,674 12.41%
Western Asset Management 311,223,391 12.66% (107,037) 2,546,038 308,784,390 12.61%

Diversified Real Assets $264,991,417 10.78% $(1,127,019) $491,954 $265,626,481 10.84%
Western Asset Management 110,677,725 4.50% (36,672) (1,547,035) 112,261,432 4.58%
JP Morgan Infrastructure 74,083,314 3.01% (203,975) 1,687,960 72,599,328 2.96%
Eastern Timber Opportunities 60,220,271 2.45% (1,426,590) 386,729 61,260,132 2.50%
Grosvenor Cust. Infrastructure 20,010,106 0.81% 540,218 (35,701) 19,505,589 0.80%

Real Estate $121,430,033 4.94% $(48,739) $1,699,797 $119,778,975 4.89%
Invesco Core Real Estate 57,584,269 2.34% (48,739) 1,658,187 55,974,821 2.29%
JP Morgan RE 63,845,764 2.60% 0 41,610 63,804,154 2.60%

Short Term Fixed Income $476,028,721 19.36% $(348,669) $1,310,816 $475,066,575 19.40%
JP Morgan Short Term Bonds 236,453,149 9.62% (141,241) 801,870 235,792,520 9.63%
Babson Short Term Bonds 239,575,572 9.75% (207,429) 508,946 239,274,055 9.77%

Cash & Equivalents $130,542,711 5.31% $45,715,685 $2,036 $84,824,989 3.46%
Cash Account 130,542,711 5.31% 45,715,685 2,036 84,824,989 3.46%

Securities Lending Income $0 0.00% $(25,646) $25,646 - -

Total Fund $2,458,442,045 100.0% $43,264,893 $(34,165,308) $2,449,342,460 100.0%
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Domestic Equity

Gross (7.62%) 1.58% 13.97% 13.95% 6.73%

Net (7.74%) 1.33% 13.71% 13.66% 6.36%

Large Cap Equity
Gross (6.20%) 1.52% 14.46% 14.34% 6.58%

Net (6.25%) 1.33% 14.25% 14.11% 6.25%

   Benchmark(1) (6.83%) (0.61%) 12.66% 13.47% 6.86%

Parametric Clifton Large Cap - Gross (6.35%) (0.80%) 12.33% 13.66% -

Parametric Clifton Large Cap - Net (6.41%) (0.87%) 12.24% 13.48% -

   S&P 500 Index (6.44%) (0.61%) 12.40% 13.34% 6.80%

L.A. Capital - Gross (4.79%) 5.47% 14.81% 15.08% 8.82%

L.A. Capital - Net (4.83%) 5.28% 14.59% 14.85% 8.62%

   Russell 1000 Growth Index (5.29%) 3.17% 13.61% 14.47% 8.09%

L.A. Capital Enhanced - Gross (5.29%) 1.83% 13.79% 13.91% 8.09%

L.A. Capital Enhanced - Net (5.32%) 1.71% 13.65% 13.75% 7.93%

   Russell 1000 Index (6.83%) (0.61%) 12.66% 13.42% 6.95%

LSV Asset Management - Gross (8.15%) (1.11%) 15.85% 14.44% 7.29%

LSV Asset Management - Net (8.21%) (1.40%) 15.53% 14.11% 6.97%

   Russell 1000 Value Index (8.39%) (4.42%) 11.59% 12.29% 5.71%

Small Cap Equity
Gross (11.58%) 2.27% 12.68% 13.05% 7.13%

Net (11.90%) 1.82% 12.26% 12.57% 6.63%

   Russell 2000 Index (11.92%) 1.25% 11.02% 11.73% 6.55%

Parametric Clifton Small Cap - Gross (11.63%) 3.11% 12.20% 13.09% -

Parametric Clifton SmallCap - Net (12.06%) 2.61% 11.79% 12.61% -

   Russell 2000 Index (11.92%) 1.25% 11.02% 11.73% 6.55%

Research Affiliates - Gross (11.43%) 0.48% 12.71% 12.72% -

Research Affiliates - Net (11.50%) 0.17% 12.32% 12.27% -

   Russell 2000 (11.92%) 1.25% 11.02% 11.73% 6.55%

International Equity
Gross (11.24%) (7.24%) 6.93% 5.07% 3.31%

Net (11.32%) (7.56%) 6.53% 4.72% 3.03%

   Benchmark(2) (10.23%) (8.66%) 5.63% 3.68% 2.66%

Capital Group - Gross (13.68%) (9.63%) 4.78% 4.08% 3.01%

Capital Group - Net (13.79%) (10.01%) 4.38% 3.84% 2.88%

   Benchmark(2) (10.23%) (8.66%) 5.63% 3.68% 2.66%

DFA Intl Small Cap Value - Net (9.22%) (4.00%) 10.98% 7.38% -

World  ex US SC Va (8.82%) (6.60%) 7.87% 5.27% 4.76%

LSV Asset Management - Gross (10.43%) (7.44%) 6.94% 4.98% 2.46%

LSV Asset Management - Net (10.52%) (7.84%) 6.49% 4.56% 2.14%

   Benchmark(2) (10.23%) (8.66%) 5.63% 3.68% 2.66%

Vanguard Intl Explorer Fund - Net (6.86%) (0.52%) 11.22% 6.47% 5.50%

   BMI, EPAC, <$2 B (8.35%) (1.45%) 8.94% 6.08% 4.45%

(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 September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Domestic Fixed Income
Gross 0.42% 2.62% 3.79% 5.69% 5.99%
Net 0.39% 2.50% 3.63% 5.52% 5.81%
   Barclays Aggregate Index 1.23% 2.94% 1.71% 3.10% 4.64%

Declaration Total Return - Net 0.89% 3.79% - - -
   Libor-3 Month 0.08% 0.27% 0.27% 0.32% 1.76%

PIMCO DiSCO II - Net 0.39% 3.25% 12.50% - -
PIMCO Bravo II Fund - Net 0.00% 10.36% - - -
   Barclays Aggregate Index 1.23% 2.94% 1.71% 3.10% 4.64%

Prudential - Gross 0.53% 3.19% 2.70% 4.94% -
Prudential - Net 0.46% 2.91% 2.41% 4.76% -
   Barclays Aggregate Index 1.23% 2.94% 1.71% 3.10% 4.64%

Wells Capital - Gross (0.44%) 0.65% 2.99% 5.40% 6.83%
Wells Capital - Net (0.48%) 0.47% 2.78% 5.19% 6.60%
   Barclays Baa Credit 3% (0.76%) (0.49%) 1.94% 4.56% 5.95%

Western Asset -  Gross 0.82% 3.24% 2.89% 4.86% 5.46%
Western Asset - Net 0.79% 3.10% 2.74% 4.69% 5.26%
   Barclays Aggregate 1.23% 2.94% 1.71% 3.10% 4.64%

SSgA US Govt Cr Bd Idx - Gross 1.20% 2.76% - - -
SSgA US Govt Cr Bd Idx - Net 1.19% 2.71% - - -
   Barclays Govt/Credit Bd 1.20% 2.73% 1.59% 3.09% 4.61%

Diversified Real Assets
Gross 0.19% (0.12%) 2.80% 3.83% 3.72%
Net 0.12% (0.38%) 2.51% 3.49% 3.46%
   Weighted Benchmark (0.54%) (0.26%) 1.32% 3.59% 4.25%

Western TIPS - Gross (1.38%) (2.20%) (0.04%) 2.24% 3.32%
Western TIPS - Net (1.41%) (2.32%) (0.19%) 2.07% 3.17%
   Barclays Glbl Inftn-Linked(1) (1.27%) (2.76%) 0.04% 2.79% 3.85%

JP Morgan Infrastructure - Gross 2.33% (3.32%) 5.91% 7.18% -
JP Morgan Infrastructure - Net 2.13% (4.19%) 4.90% 5.99% -
   CPI-W (0.49%) (0.64%) 0.65% 1.66% 1.78%

Eastern Timber Opportunities - Net 0.64% 5.10% 6.08% 3.88% -
   NCREIF Timberland Index 0.77% 9.26% 9.77% 6.28% 7.94%

Grosvenor Cust. Infrastructure - Net (0.18%) 5.33% 9.24% - -
   CPI-W (0.49%) (0.64%) 0.65% 1.66% 1.78%

(1) Barclays US TIPS through 12/31/2009 and Barclays Global Inflation-Linked thereafter.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Real Estate
Gross 1.42% 16.34% 15.35% 19.19% -
Net 1.43% 15.52% 14.37% 18.02% -
   NCREIF Total Index 3.09% 13.48% 11.90% 12.55% 8.02%

Invesco Core Real Estate - Gross 2.96% 15.84% 13.63% - -
Invesco Core Real Estate - Net 2.88% 15.44% 13.21% - -
   NCREIF Total Index 3.09% 13.48% 11.90% 12.55% 8.02%

JP Morgan - Gross 0.07% 16.76% 16.16% 19.70% -
JP Morgan - Net 0.16% 15.58% 14.82% 18.30% -
   NCREIF Total Index 3.09% 13.48% 11.90% 12.55% 8.02%

Short Term Fixed Income
Gross 0.28% 1.95% 1.49% 1.53% -
Net 0.20% 1.78% 1.36% 1.43% -
   Barclays Gov 1-3 Yr 0.32% 1.20% 0.70% 0.79% 2.62%

Babson Short Term Bonds - Gross 0.21% 2.76% 1.99% - -
Babson Short Term Bonds - Net 0.13% 2.59% 1.85% - -
   Barclays Gov 1-3 Yr 0.32% 1.20% 0.70% 0.79% 2.62%

JP Morgan Short Term Bds - Gross 0.34% 1.41% 0.95% - -
JP Morgan Short Term Bds - Net 0.28% 1.29% 0.85% - -
   Barclays Gov/Credit 1-3 Y 0.29% 1.19% 0.86% 1.04% 2.85%

Cash & Equivalents - Net 0.00% 0.01% 0.07% 0.15% 1.45%
Cash Account- Net 0.00% 0.01% 0.07% 0.16% 1.45%
   90 Day Treasury Bills 0.01% 0.02% 0.06% 0.08% 1.33%

Total Fund
Gross (1.40%) 2.20% 4.18% 5.46% 4.62%
Net (1.46%) 1.98% 3.97% 5.23% 4.38%
   Target* (1.08%) 1.92% 2.96% 4.04% 4.42%

* Current Quarter Target = 42.0% Barclays Aggregate Index, 19.3% Barclays Gov 1-3 Yr, 10.7% NDSIB INS DRA Weighted
Benchmark, 9.2% Russell 1000 Index, 6.7% MSCI EAFE Index, 4.8% 3-month Treasury Bill, 4.2% NCREIF Total Index and
3.1% Russell 2000 Index.
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Actual vs Target Asset Allocation
As of September 30, 2015

The first chart below shows the Fund’s asset allocation as of September 30, 2015. 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
8%

Domestic Fixed Income
54%

Diversified Real Assets
15%

Real Estate
7%

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         199,017   11.6%   12.0% (0.4%) (7,704)
Small Cap Equity          65,468    3.8%    4.0% (0.2%) (3,439)
International Equity         134,535    7.8%    9.0% (1.2%) (20,506)
Domestic Fixed Income         928,769   53.9%   53.0%    0.9%          15,750
Diversified Real Assets         261,226   15.2%   15.0%    0.2%           2,824
Real Estate         121,368    7.0%    6.0%    1.0%          18,007
Cash & Equivalents          12,295    0.7%    1.0% (0.3%) (4,932)
Total       1,722,678  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 - September 30, 2015

The following analysis approaches Total Fund Attribution from the perspective of relative return. Relative return attribution
separates and quantifies the sources of total fund excess return relative to its target. This excess return is separated into two
relative attribution effects: Asset Allocation Effect and Manager Selection Effect. The Asset Allocation Effect represents the
excess return due to the actual total fund asset allocation differing from the target asset allocation. Manager Selection Effect
represents the total fund impact of the individual managers excess returns relative to their benchmarks.

Asset Class Under or Overweighting

(1.0%) (0.5%) 0.0% 0.5% 1.0% 1.5%

Large Cap Equity 0.03%

Small Cap Equity 0.13%

Domestic Fixed Income (0.25%)

Real Estate 0.82%

International Equity (0.52%)

Diversified Real Assets (0.08%)

Cash & Equivalents (0.13%)

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Cash & Equivalents

Total

Actual vs Target Returns

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

(6.20%)
(6.83%)

(11.57%)
(11.92%)

0.43%
1.23%

1.42%
3.09%

(11.23%)
(10.23%)

0.19%
(0.51%)

0.00%
0.01%

(1.87%)
(1.50%)

Actual Target

Relative Attribution by Asset Class

(0.60%)(0.50%)(0.40%)(0.30%)(0.20%)(0.10%) 0.00% 0.10% 0.20%

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended September 30, 2015

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 12% 12% (6.20%) (6.83%) 0.08% (0.01%) 0.07%
Small Cap Equity 4% 4% (11.57%) (11.92%) 0.02% (0.01%) 0.00%
Domestic Fixed Income 53% 53% 0.43% 1.23% (0.42%) (0.00%) (0.42%)
Real Estate 7% 6% 1.42% 3.09% (0.11%) 0.04% (0.07%)
International Equity 8% 9% (11.23%) (10.23%) (0.10%) 0.05% (0.05%)
Diversified Real Assets 15% 15% 0.19% (0.51%) 0.10% (0.00%) 0.10%
Cash & Equivalents 1% 1% 0.00% 0.01% (0.00%) (0.01%) (0.01%)

Total = + +(1.87%) (1.50%) (0.43%) 0.07% (0.37%)

* 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 - September 30, 2015

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%

Large Cap Equity

Small Cap Equity
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Real Estate
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Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects
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0.40%

0.50%

0.60%

0.70%

0.80%

2014 2015

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 12% 12% 1.55% (0.61%) 0.26% (0.03%) 0.24%
Small Cap Equity 4% 4% 2.37% 1.25% 0.05% (0.02%) 0.03%
Domestic Fixed Income 53% 53% 2.34% 2.94% (0.32%) (0.02%) (0.34%)
Real Estate 6% 6% 16.35% 13.48% 0.17% 0.06% 0.23%
International Equity 9% 9% (7.15%) (8.66%) 0.14% 0.04% 0.18%
Diversified Real Assets 15% 15% (0.26%) 0.73% (0.14%) 0.00% (0.13%)
Cash & Equivalents 1% 1% 0.01% 0.02% (0.00%) 0.00% 0.00%

Total = + +1.95% 1.74% 0.17% 0.04% 0.21%

* 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 - September 30, 2015

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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Total

Three Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 11% 11% 14.40% 12.66% 0.18% 0.03% 0.21%
Small Cap Equity 4% 4% 12.71% 11.02% 0.06% 0.02% 0.08%
Domestic Fixed Income 51% 52% 3.70% 1.71% 1.02% 0.01% 1.03%
Real Estate 6% 6% 15.32% 11.90% 0.21% 0.05% 0.26%
International Equity 8% 8% 6.77% 5.63% 0.09% 0.03% 0.12%
Diversified Real Assets 19% 19% 3.09% 1.91% 0.24% 0.02% 0.26%
Cash & Equivalents 1% 1% 0.07% 0.06% 0.00% 0.01% 0.01%

Total = + +5.93% 3.95% 1.80% 0.18% 1.98%

* 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 - September 30, 2015

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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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

(2%)

0%

2%

4%

6%

8%

10%

12%

14%

16%

2010 2011 2012 2013 2014 2015

Manager Effect

Asset Allocation

Total

Five Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 11% 10% 14.31% 13.42% 0.10% 0.05% 0.15%
Small Cap Equity 4% 3% 13.06% 11.73% 0.04% 0.00% 0.05%
Domestic Fixed Income 51% 52% 5.64% 3.10% 1.30% (0.00%) 1.30%
Real Estate 6% 6% 19.17% 12.55% 0.37% 0.03% 0.40%
International Equity 7% 8% 4.92% 3.68% 0.09% 0.00% 0.10%
Diversified Real Assets 20% 20% 4.00% 3.95% 0.00% 0.01% 0.01%
Cash & Equivalents 1% 1% 0.15% 0.08% 0.00% 0.01% 0.01%

Total = + +7.23% 5.21% 1.92% 0.10% 2.02%

* 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 - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five and One-Quarter Year Annualized Relative Attribution Effects
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Five and One-Quarter Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 11% 10% 16.08% 15.11% 0.10% 0.06% 0.16%
Small Cap Equity 4% 3% 14.80% 13.43% 0.05% (0.01%) 0.03%
Domestic Fixed Income 51% 51% 6.21% 3.43% 1.45% (0.05%) 1.40%
Real Estate 6% 6% 18.57% 12.73% 0.34% 0.03% 0.37%
International Equity 7% 7% 7.10% 5.76% 0.10% (0.03%) 0.07%
Diversified Real Assets 20% 20% 4.58% 5.29% (0.13%) (0.00%) (0.14%)
Cash & Equivalents 1% 1% 0.16% 0.08% 0.00% 0.00% 0.01%

Total = + +7.97% 6.06% 1.91% (0.00%) 1.91%

* 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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Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, and the fund’s historical target asset allocation.

Actual Historical Asset Allocation
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* Current Quarter Target = 53.0% 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.

Total Asset Class Performance
One Year Ended September 30, 2015
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10th Percentile 5.30 9.33 (2.43) 3.51 (0.27) 24.08 0.81
25th Percentile 3.36 5.51 (4.53) 2.95 (0.60) 18.86 0.65

Median (0.11) 2.86 (6.86) 2.03 (0.84) 14.12 0.43
75th Percentile (3.38) 0.22 (9.40) 0.67 (1.05) 10.64 0.24
90th Percentile (5.14) (3.42) (11.80) (1.73) (2.20) 4.91 0.10

Asset Class Composite 1.55 2.37 (7.15) 2.34 (0.26) 16.35 0.01

Composite Benchmark (0.61) 1.25 (8.66) 2.94 0.73 13.48 0.02
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Total Asset Class Performance
Five Years Ended September 30, 2015
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Composite Benchmark 13.42 11.73 3.68 3.10 3.95 12.55 0.08
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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 September 30, 2015, with
the distribution as of June 30, 2015. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Class Allocation

September 30, 2015 June 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Large Cap Equity $199,016,872 11.55% $29,158 $(13,197,773) $212,185,488 12.04%

Small Cap Equity $65,467,993 3.80% $(631,087) $(8,628,933) $74,728,013 4.24%

International Equity $134,534,751 7.81% $(617,621) $(17,107,206) $152,259,577 8.64%

Domestic Fixed Income $928,769,181 53.91% $2,456,133 $3,957,534 $922,355,515 52.33%

Diversified Real Assets $261,226,172 15.16% $(772,737) $499,300 $261,499,609 14.84%

Real Estate $121,368,164 7.05% $(42,112) $1,698,865 $119,711,411 6.79%

Cash & Equivalents $12,294,753 0.71% $(7,526,145) $384 $19,820,514 1.12%

Securities Lending Income $0 0.00% $(5,770) $5,770 - -

Total Fund $1,722,677,886 100.0% $(7,110,182) $(32,772,060) $1,762,560,127 100.0%

PLEASE REFER TO PAGE 36 FOR INVESTMENT MANAGER LEVEL ASSET ALLOCATION.
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Asset Class Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5 5-1/4

Quarter Year Years Years Years

Large Cap Equity
Gross (6.20%) 1.55% 14.40% 14.31% 16.08%
Net (6.25%) 1.37% 14.20% 14.09% 15.81%
   Benchmark(1) (6.83%) (0.61%) 12.66% 13.47% 15.11%

Small Cap Equity
Gross (11.57%) 2.37% 12.71% 13.06% 14.80%
Net (11.90%) 1.92% 12.29% 12.58% 14.12%
   Russell 2000 (11.92%) 1.25% 11.02% 11.73% 13.43%

International Equity
Gross (11.23%) (7.15%) 6.77% 4.92% 7.10%
Net (11.32%) (7.47%) 6.41% 4.53% 6.70%
   Benchmark(2) (10.23%) (8.66%) 5.63% 3.68% 5.76%

Domestic Fixed Income
Gross 0.43% 2.34% 3.70% 5.64% 6.21%
Net 0.40% 2.21% 3.54% 5.46% 6.03%
   Barclays Aggregate 1.23% 2.94% 1.71% 3.10% 3.43%

Diversified Real Assets
Gross 0.19% (0.26%) 3.09% 4.00% 4.58%
Net 0.13% (0.57%) 2.77% 3.65% 4.22%
   Weighted Benchmark (0.51%) 0.73% 1.91% 3.95% 5.29%

Real Estate
Gross 1.42% 16.35% 15.32% 19.17% 18.57%
Net 1.43% 15.55% 14.37% 18.02% 17.48%
   NCREIF Total Index 3.09% 13.48% 11.90% 12.55% 12.73%

Cash & Equivalents - Net 0.00% 0.01% 0.07% 0.15% 0.16%
   90 Day Treasury Bills 0.01% 0.02% 0.06% 0.08% 0.08%

Total Fund
Gross (1.87%) 1.95% 5.93% 7.23% 7.97%
Net (1.92%) 1.72% 5.67% 6.93% 7.66%
   Target* (1.50%) 1.74% 3.95% 5.21% 6.06%

* 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 37-39 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Actual vs Target Asset Allocation
As of September 30, 2015

The first chart below shows the Fund’s asset allocation as of September 30, 2015. 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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16%
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2%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Short Term Fixed Income        474,661   82.4%   82.4%    0.0%             114
BND CDs          91,058   15.8%   16.0% (0.2%) (1,168)
Cash & Equivalents           9,977    1.7%    1.5%    0.2%           1,054
Total         575,697  100.0%  100.0%

* Current Quarter Target = 82.4% Barclays Gov 1-3 Yr, 16.0% 3-month Treasury Bill and 1.5% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - September 30, 2015

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 September 30, 2015

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 16% 16% 0.66% 0.01% 0.10% 0.00% 0.10%
Short Term Fixed Income82% 82% 0.28% 0.32% (0.03%) 0.00% (0.03%)
Cash & Equivalents 2% 1% 0.00% 0.01% (0.00%) (0.00%) (0.00%)

Total = + +0.33% 0.26% 0.07% 0.00% 0.07%

* Current Quarter Target = 82.4% Barclays Gov 1-3 Yr, 16.0% 3-month Treasury Bill and 1.5% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

One Year Relative Attribution Effects
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One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 17% 17% 2.66% 0.02% 0.44% (0.00%) 0.44%
Short Term Fixed Income82% 82% 2.09% 1.20% 0.72% 0.00% 0.72%
Cash & Equivalents 1% 1% 0.01% 0.02% (0.00%) 0.00% 0.00%

Total = + +2.14% 0.98% 1.16% 0.00% 1.16%

* Current Quarter Target = 82.4% Barclays Gov 1-3 Yr, 16.0% 3-month Treasury Bill and 1.5% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects
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Three Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 20% 20% 2.95% 0.06% 0.58% (0.00%) 0.58%
Short Term Fixed Income78% 78% 1.49% 0.70% 0.63% (0.00%) 0.63%
Cash & Equivalents 2% 2% 0.07% 0.06% 0.00% 0.00% 0.00%

Total = + +1.78% 0.57% 1.21% 0.00% 1.21%

* Current Quarter Target = 82.4% Barclays Gov 1-3 Yr, 16.0% 3-month Treasury Bill and 1.5% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five Year Annualized Relative Attribution Effects
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Five Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 23% 17% 3.51% 0.92% 0.56% 0.27% 0.83%
Short Term Fixed Income73% 61% 1.69% 0.76% 0.71% 0.11% 0.82%
Cash & Equivalents 4% 21% 0.16% 0.08% 0.00% 0.00% 0.01%

Total = + +2.12% 0.47% 1.28% 0.38% 1.66%

* Current Quarter Target = 82.4% Barclays Gov 1-3 Yr, 16.0% 3-month Treasury Bill and 1.5% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Five and One-Quarter Year Annualized Relative Attribution Effects
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Cumulative Relative Attribution Effects

0%

2%

4%

6%

8%

10%

12%

2010 2011 2012 2013 2014 2015

Manager Effect

Asset Allocation

Total

Five and One-Quarter Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 24% 16% 3.55% 1.08% 0.53% 0.31% 0.84%
Short Term Fixed Income72% 58% 2.00% 1.11% 0.68% 0.33% 1.01%
Cash & Equivalents 4% 25% 0.16% 0.08% 0.01% 0.00% 0.01%

Total = + +2.32% 0.45% 1.22% 0.64% 1.86%

* Current Quarter Target = 82.4% Barclays Gov 1-3 Yr, 16.0% 3-month Treasury Bill and 1.5% 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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* Current Quarter Target = 82.4% Barclays Gov 1-3 Yr, 16.0% 3-month Treasury Bill and 1.5% 3-month Treasury Bill.
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Asset Class Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of September 30, 2015, with
the distribution as of June 30, 2015. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Class Allocation

September 30, 2015 June 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Short Term Fixed Income $474,661,233 82.45% $(294,629) $1,306,974 $473,648,888 82.52%

BND CDs $91,058,479 15.82% $(4,082,663) $602,848 $94,538,294 16.47%

Cash & Equivalents $9,977,432 1.73% $4,153,237 $226 $5,823,968 1.01%

Securities Lending Income $0 0.00% $(223) $223 - -

Total Fund $575,697,144 100.0% $(224,278) $1,910,272 $574,011,150 100.0%

PLEASE REFER TO PAGE 36 FOR INVESTMENT MANAGER LEVEL ASSET ALLOCATION.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5 5-1/4

Quarter Year Years Years Years

Short Term Fixed Income
Gross 0.28% 2.09% 1.49% 1.69% 2.00%
Net 0.20% 1.94% 1.37% 1.57% 1.88%
   Barclays Gov 1-3 Yr 0.32% 1.20% 0.70% 0.79% 0.87%

BND CDs - Net 0.66% 2.66% 2.95% 3.51% 3.55%
   3-month Treasury Bill 0.01% 0.02% 0.06% 0.08% 0.08%

Cash & Equivalents - Net 0.00% 0.01% 0.07% 0.16% 0.16%
   3-month Treasury Bill 0.01% 0.02% 0.06% 0.08% 0.08%

Total Fund
Gross 0.33% 2.14% 1.78% 2.12% 2.32%
Net 0.27% 2.03% 1.69% 2.04% 2.23%
   Target* 0.26% 0.98% 0.57% 0.47% 0.45%

* Current Quarter Target = 82.4% Barclays Gov 1-3 Yr, 16.0% 3-month Treasury Bill and 1.5% 3-month Treasury Bill.

PLEASE REFER TO PAGES 37-39 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Parametric Clifton Large Cap
Period Ended September 30, 2015

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 (6.35)%
return for the quarter placing it in the 40 percentile of the CAI
Large Capitalization Style group for the quarter and in the 57
percentile for the last year.

Parametric Clifton Large Cap’s portfolio outperformed the
S&P 500 Index by 0.09% for the quarter and
underperformed the S&P 500 Index for the year by 0.19%.

Quarterly Asset Growth

Beginning Market Value $45,431,169

Net New Investment $-30,653

Investment Gains/(Losses) $-2,883,559

Ending Market Value $42,516,957

Performance vs CAI Large Capitalization Style (Gross)
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Median (6.95) (0.11) 9.16 13.13 13.36 14.43
75th Percentile (8.17) (3.38) 7.14 12.00 12.30 13.14
90th Percentile (9.53) (5.14) 6.05 11.01 11.23 12.15

Parametric
Clifton Large Cap (6.35) (0.80) 9.17 12.33 13.66 15.69

S&P 500 Index (6.44) (0.61) 9.09 12.40 13.34 14.25
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L.A. Capital
Period Ended September 30, 2015

Investment Philosophy
The LA Capital Structured portfolio is a large growth portfolio benchmarked to the Russell 1000 Growth Index.  It is an
active assignment meaning that it targets a 2% alpha and constrains its risk budget (tracking error) to 4% relative to the
benchmark.  LA Capital believes that investment results are driven by Investor Preferences and thus recognize that when
preferences shift a different posture related to that factor is warranted.

Quarterly Summary and Highlights
L.A. Capital Large Cap Growth’s portfolio posted a (4.79)%
return for the quarter placing it in the 30 percentile of the CAI
Large Cap Growth Style group for the quarter and in the 24
percentile for the last year.

L.A. Capital Large Cap Growth’s portfolio outperformed the
Russell 1000 Growth Index by 0.50% for the quarter and
outperformed the Russell 1000 Growth Index for the year by
2.30%.

Quarterly Asset Growth

Beginning Market Value $70,073,255

Net New Investment $-28,284

Investment Gains/(Losses) $-3,353,613

Ending Market Value $66,691,358

Performance vs CAI Large Cap Growth Style (Gross)
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25th Percentile (4.54) 5.32 12.38 15.02 15.22 8.86 8.71

Median (5.46) 3.94 10.67 13.76 13.91 8.17 8.08
75th Percentile (6.16) 2.32 9.57 12.87 12.98 7.55 7.50
90th Percentile (7.48) 0.10 8.81 11.91 12.30 6.42 6.93

L.A. Capital
Large Cap Growth (4.79) 5.47 12.28 14.81 15.08 8.82 8.89

Russell 1000
Growth Index (5.29) 3.17 10.87 13.61 14.47 8.09 7.60

Relative Return vs Russell 1000 Growth Index
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L.A. Capital Enhanced
Period Ended September 30, 2015

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 (5.29)% return for
the quarter placing it in the 13 percentile of the CAI Large
Cap Core Style group for the quarter and in the 17 percentile
for the last year.

L.A. Capital Enhanced’s portfolio outperformed the Russell
1000 Index by 1.54% for the quarter and outperformed the
Russell 1000 Index for the year by 2.45%.

Quarterly Asset Growth

Beginning Market Value $45,895,902

Net New Investment $-12,499

Investment Gains/(Losses) $-2,427,042

Ending Market Value $43,456,362

Performance vs CAI Large Cap Core Style (Gross)
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75th Percentile (7.87) (1.81) 8.05 12.19 12.26 6.82 7.24
90th Percentile (8.57) (3.46) 6.85 10.93 11.35 6.39 6.85

L.A. Capital
Enhanced (5.29) 1.83 9.94 13.79 13.91 8.09 8.52

Russell 1000 Index (6.83) (0.61) 8.76 12.66 13.42 6.95 7.25
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LSV Asset Management
Period Ended September 30, 2015

Investment Philosophy
The objective of LSV Asset Management’s Large Cap Value Equity (U.S.) strategy is to outperform the Russell 1000 Value
by at least 200 basis points (gross of fees) per annum over a 3-5 year period with a tracking error of approximately 4%.
Their stock selection process is a quantitative approach that ranks a broad universe of stocks on a combination of value
and momentum factors and seeks to invest approximately 100 stocks in the most attractive securities possible within strict
risk parameters to control the portfolio’s tracking error relative to the benchmark.  The resulting portfolio is broadly
diversified across industry groups and fully invested.

Quarterly Summary and Highlights
LSV Large Cap Value’s portfolio posted a (8.15)% return for
the quarter placing it in the 46 percentile of the CAI Large
Cap Value Style group for the quarter and in the 17
percentile for the last year.

LSV Large Cap Value’s portfolio outperformed the Russell
1000 Value Index by 0.25% for the quarter and
outperformed the Russell 1000 Value Index for the year by
3.31%.

Quarterly Asset Growth

Beginning Market Value $69,368,250

Net New Investment $-50,083

Investment Gains/(Losses) $-5,645,896

Ending Market Value $63,672,272

Performance vs CAI Large Cap Value Style (Gross)
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Median (8.18) (3.76) 6.92 12.29 12.63 6.65 6.71
75th Percentile (9.49) (5.15) 6.05 11.20 11.65 5.77 6.05
90th Percentile (11.00) (6.59) 4.92 10.30 10.84 4.78 5.24

LSV Large
Cap Value (8.15) (1.11) 9.35 15.85 14.44 7.29 8.47

Russell 1000
Value Index (8.39) (4.42) 6.60 11.59 12.29 5.71 5.78

Relative Return vs Russell 1000 Value Index
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Parametric Clifton SmallCap
Period Ended September 30, 2015

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 (11.63)%
return for the quarter placing it in the 70 percentile of the CAI
Small Capitalization Style group for the quarter and in the 48
percentile for the last year.

Parametric Clifton SmallCap’s portfolio outperformed the
Russell 2000 Index by 0.28% for the quarter and
outperformed the Russell 2000 Index for the year by 1.86%.

Quarterly Asset Growth

Beginning Market Value $58,935,255

Net New Investment $-273,080

Investment Gains/(Losses) $-6,836,610

Ending Market Value $51,825,565

Performance vs CAI Small Capitalization Style (Gross)
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10th Percentile (7.13) 9.33 8.33 16.69 16.76 20.06
25th Percentile (8.72) 5.51 6.36 15.01 15.61 18.14

Median (10.33) 2.86 4.51 12.88 13.70 16.42
75th Percentile (12.02) 0.22 1.81 11.07 12.08 14.86
90th Percentile (14.83) (3.42) (0.32) 8.94 10.47 13.65

Parametric
Clifton SmallCap (11.63) 3.11 4.05 12.20 13.09 16.34

Russell 2000 Index (11.92) 1.25 2.58 11.02 11.73 13.97

Relative Return vs Russell 2000 Index
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Research Affiliates
Period Ended September 30, 2015

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 (11.43)% return for
the quarter placing it in the 67 percentile of the CAI Small
Capitalization Style group for the quarter and in the 74
percentile for the last year.

Research Affiliates’s portfolio outperformed the Russell 2000
Index by 0.49% for the quarter and underperformed the
Russell 2000 Index for the year by 0.76%.

Quarterly Asset Growth

Beginning Market Value $23,745,417

Net New Investment $-17,665

Investment Gains/(Losses) $-2,712,348

Ending Market Value $21,015,404

Performance vs CAI Small Capitalization Style (Gross)
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(67)(74)

(74)(67)
(70)(72)

(53)
(76)

(68)(79)

(53)
(77)

10th Percentile (7.13) 9.33 8.33 16.69 16.76 9.12
25th Percentile (8.72) 5.51 6.36 15.01 15.61 8.17

Median (10.33) 2.86 4.51 12.88 13.70 6.77
75th Percentile (12.02) 0.22 1.81 11.07 12.08 5.70
90th Percentile (14.83) (3.42) (0.32) 8.94 10.47 4.44

Research Affiliates (11.43) 0.48 2.87 12.71 12.72 6.60

Russell 2000 Index (11.92) 1.25 2.58 11.02 11.73 5.43

Relative Return vs Russell 2000 Index
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Capital Group
Period Ended September 30, 2015

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 (13.68)% return for the
quarter placing it in the 97 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 79 percentile for
the last year.

Capital Group’s portfolio underperformed the MSCI EAFE
Index by 3.45% for the quarter and underperformed the
MSCI EAFE Index for the year by 0.97%.

Quarterly Asset Growth

Beginning Market Value $64,597,626

Net New Investment $-79,955

Investment Gains/(Losses) $-8,829,882

Ending Market Value $55,687,789

Performance vs CAI Non-U.S. Equity Style (Gross)
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(97)

(56) (79)
(68)

(91)
(73)

(77)(60)
(73)(76) (90)(94)

(86)
(99)

10th Percentile (7.88) (2.43) 1.96 9.16 7.35 6.37 8.43
25th Percentile (8.76) (4.53) 0.53 7.81 6.34 5.52 7.28

Median (10.02) (6.86) (1.10) 6.31 5.02 4.24 6.54
75th Percentile (11.32) (9.40) (2.54) 4.83 3.78 3.67 5.69
90th Percentile (12.47) (11.80) (3.94) 3.30 2.62 3.03 5.08

Capital Group (13.68) (9.63) (4.02) 4.78 4.08 3.01 5.31

MSCI EAFE Index (10.23) (8.66) (2.42) 5.63 3.68 2.66 3.66

Relative Return vs MSCI EAFE Index
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DFA Intl Small Cap Value
Period Ended September 30, 2015

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 (9.22)% return
for the quarter placing it in the 67 percentile of the MF -
International Small Cap  Obj group for the quarter and in the
69 percentile for the last year.

DFA Intl Small Cap Value’s portfolio underperformed the
World ex US SC Value by 0.40% for the quarter and
outperformed the World ex US SC Value for the year by
2.59%.

Quarterly Asset Growth

Beginning Market Value $16,508,931

Net New Investment $0

Investment Gains/(Losses) $-1,521,740

Ending Market Value $14,987,191

Performance vs MF - International Small Cap  Obj (Net)
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(67)(63)

(69)

(82)

(50)

(76)

(21)

(70) (46)

(77)

(33)(52)

10th Percentile (4.30) 4.46 4.37 11.45 9.17 4.29
25th Percentile (5.85) 1.95 2.87 10.84 8.34 2.95

Median (7.29) (1.48) 1.17 9.64 7.29 1.93
75th Percentile (9.43) (4.96) (1.30) 6.94 5.65 0.74
90th Percentile (11.13) (9.41) (3.24) 4.19 3.65 (0.14)

DFA Intl
Small Cap Value (9.22) (4.00) 1.19 10.98 7.38 2.59

World ex
US SC Value (8.82) (6.60) (1.54) 7.87 5.27 1.91

Relative Return vs World ex US SC Value

R
e
la

ti
v
e

 R
e

tu
rn

s

(3%)

(2%)

(1%)

0%

1%

2%

3%

10 2011 2012 2013 2014 2015

DFA Intl Small Cap Value

MF - International Small Cap  Obj (Net)
Annualized Five Year Risk vs Return

13 14 15 16 17 18 19 20 21
0%

5%

10%

15%

World ex US SC Value

DFA Intl Small Cap Value

Standard Deviation

R
e

tu
rn

s

 72
North Dakota State Investment Board - Insurance Trust



LSV Intl Value
Period Ended September 30, 2015

Investment Philosophy
The objective of LSV Asset Management’s International Large Cap Value strategy is to outperform the MSCI EAFE Index
by at least 250 basis points (gross of fees) per annum over an annualized 3-5 year period with a tracking error of
approximately 5-6%.  Their stock selection process is a quantitative approach that ranks a broad universe of stocks on a
combination of value and momentum factors and seeks to invest approximately 150 stocks in the most attractive securities
possible within strict risk parameters to control the portfolio’s tracking error relative to the benchmark.  The resulting
portfolio is broadly diversified across industry groups and fully invested.  LSV weights countries at a neutral weight relative
to the benchmark country weights.  50% of the portfolio is US dollar hedged. *MSCI EAFE through 9/30/2000, 50%
Hedged EAFE through 3/31/2011 and MSCI EAFE again thereafter.

Quarterly Summary and Highlights
LSV Intl Value’s portfolio posted a (10.43)% return for the
quarter placing it in the 62 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 60 percentile for
the last year.

LSV Intl Value’s portfolio underperformed the Benchmark by
0.20% for the quarter and outperformed the Benchmark for
the year by 1.21%.

Quarterly Asset Growth

Beginning Market Value $63,912,781

Net New Investment $-63,252

Investment Gains/(Losses) $-6,660,628

Ending Market Value $57,188,901

Performance vs CAI Non-U.S. Equity Style (Gross)
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(62)(56)
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(35)
(60) (52)

(76)
(95)(94)

(85)(87)

10th Percentile (7.88) (2.43) 1.96 9.16 7.35 6.37 7.18
25th Percentile (8.76) (4.53) 0.53 7.81 6.34 5.52 6.11

Median (10.02) (6.86) (1.10) 6.31 5.02 4.24 4.90
75th Percentile (11.32) (9.40) (2.54) 4.83 3.78 3.67 4.41
90th Percentile (12.47) (11.80) (3.94) 3.30 2.62 3.03 3.66

LSV Intl Value (10.43) (7.44) (1.27) 6.94 4.98 2.46 3.95

Benchmark (10.23) (8.66) (2.42) 5.63 3.68 2.66 3.83

Relative Return vs Benchmark
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Vanguard Intl Explorer Fund
Period Ended September 30, 2015

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 (6.86)%
return for the quarter placing it in the 37 percentile of the MF
- International Small Cap  Obj group for the quarter and in
the 43 percentile for the last year.

Vanguard Intl Explorer Fund’s portfolio outperformed the
S&P BMI EPAC <$2 B by 1.50% for the quarter and
outperformed the S&P BMI EPAC <$2 B for the year by
0.94%.

Quarterly Asset Growth

Beginning Market Value $16,654,195

Net New Investment $0

Investment Gains/(Losses) $-1,141,950

Ending Market Value $15,512,245

Performance vs MF - International Small Cap  Obj (Net)
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(37)
(58)
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(15)
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(64)(71) (41)
(73)

(43)(56)

10th Percentile (4.30) 4.46 4.37 11.45 9.17 8.53 12.76
25th Percentile (5.85) 1.95 2.87 10.84 8.34 6.40 11.54

Median (7.29) (1.48) 1.17 9.64 7.29 5.31 10.09
75th Percentile (9.43) (4.96) (1.30) 6.94 5.65 4.25 8.77
90th Percentile (11.13) (9.41) (3.24) 4.19 3.65 3.74 8.24

Vanguard Intl
Explorer Fund (6.86) (0.52) 3.85 11.22 6.47 5.50 10.48

S&P BMI
EPAC <$2 B (8.35) (1.45) 1.18 8.94 6.08 4.45 9.71

Relative Return vs S&P BMI EPAC <$2 B
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Declaration Total Return
Period Ended September 30, 2015

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 0.89% return
for the quarter placing it in the 47 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 0.81% for the quarter and outperformed the
Libor-3 Month for the year by 3.52%.

Quarterly Asset Growth

Beginning Market Value $78,121,573

Net New Investment $-27,446

Investment Gains/(Losses) $697,518

Ending Market Value $78,791,645

Performance vs CAI Intermediate Fixed-Inc Style (Gross)
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(99)

10th Percentile 1.15 3.09 3.37
25th Percentile 1.04 2.87 3.19

Median 0.89 2.70 2.95
75th Percentile 0.74 2.40 2.79
90th Percentile 0.56 2.12 2.63

Declaration
Total Return 0.89 3.79 5.14

Libor-3 Month 0.08 0.27 0.25

Relative Return vs Libor-3 Month
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PIMCO DiSCO II
Period Ended September 30, 2015

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 0.39% return for the
quarter placing it in the 94 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 31 percentile
for the last year.

PIMCO DiSCO II’s portfolio underperformed the Barclays
Aggregate Index by 0.84% for the quarter and outperformed
the Barclays Aggregate Index for the year by 0.31%.

Quarterly Asset Growth

Beginning Market Value $78,983,934

Net New Investment $0

Investment Gains/(Losses) $308,185

Ending Market Value $79,292,119

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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B(25)
A(94)

(31)

B(17)
A(31)(56)

A(1)

B(67)(82)

A(1)

B(64)(84)

A(1)

B(97)(95)

10th Percentile 1.47 3.63 4.38 2.64 3.85
25th Percentile 1.30 3.34 4.03 2.32 3.41

Median 1.10 3.00 3.74 2.05 3.14
75th Percentile 0.84 2.61 3.51 1.87 2.79
90th Percentile 0.59 2.15 3.16 1.62 2.60

PIMCO DiSCO II A 0.39 3.25 7.24 12.50 16.93
Barclays Mortgage B 1.30 3.43 3.61 1.98 2.33

Barclays
Aggregate Index 1.23 2.94 3.45 1.71 2.43

Relative Return vs Barclays Aggregate Index
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PIMCO Bravo II Fund
Period Ended September 30, 2015

Investment Philosophy
The BRAVO II Fund is a private equity style fund targeting an annualized IRR of 15-20% and multiple of 1.8-2x, net of fees
and carried interest with an initial 5-year term.  The fund will seek to capitalize on non-economic asset sale decisions by
global financial institutions.  The fund will have the flexibility to acquire attractively discounted, less liquid loans, structured
credit and other assets tied to residential or commercial real estate markets in the U.S. and Europe.

Quarterly Summary and Highlights
PIMCO Bravo II Fund’s portfolio posted a 0.00% return for
the quarter placing it in the 100 percentile of the CAI Core
Bond Fixed-Inc Style group for the quarter and in the 1
percentile for the last year.

PIMCO Bravo II Fund’s portfolio underperformed the
Barclays Aggregate Index by 1.23% for the quarter and
outperformed the Barclays Aggregate Index for the year by
7.42%.

Quarterly Asset Growth

Beginning Market Value $35,384,594

Net New Investment $0

Investment Gains/(Losses) $0

Ending Market Value $35,384,594

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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(100)
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10th Percentile 1.47 3.63 4.92
25th Percentile 1.30 3.34 4.51

Median 1.10 3.00 4.24
75th Percentile 0.84 2.61 4.01
90th Percentile 0.59 2.15 3.52

PIMCO
Bravo II Fund 0.00 10.36 19.72

Barclays
Aggregate Index 1.23 2.94 4.03

Relative Return vs Barclays Aggregate Index
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Prudential
Period Ended September 30, 2015

Investment Philosophy
The core plus fixed income account is a multi-sector strategy that is diversified across a broad range of fixed income
sectors, including Treasuries, agencies, mortgage-backed securities, structured product (asset-backed securities,
commercial mortgage-backed securities), investment grade corporate bonds, high yield bonds, bank loans and
international debt.  The primary sources of excess return are sector allocation and security selection, with duration and
yield curve less of a focus.

Quarterly Summary and Highlights
Prudential’s portfolio posted a 0.53% return for the quarter
placing it in the 92 percentile of the CAI Core Bond Fixed-Inc
Style group for the quarter and in the 33 percentile for the
last year.

Prudential’s portfolio underperformed the Barclays
Aggregate Index by 0.70% for the quarter and outperformed
the Barclays Aggregate Index for the year by 0.25%.

Quarterly Asset Growth

Beginning Market Value $88,672,172

Net New Investment $-61,066

Investment Gains/(Losses) $468,148

Ending Market Value $89,079,254

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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Year

(92)

(31)

(33)
(56)

(15)

(82)

(8)

(84)

(2)

(92)

(2)

(90)

10th Percentile 1.47 3.63 4.38 2.64 4.27 5.97
25th Percentile 1.30 3.34 4.03 2.32 3.91 5.66

Median 1.10 3.00 3.74 2.05 3.61 5.23
75th Percentile 0.84 2.61 3.51 1.87 3.40 5.03
90th Percentile 0.59 2.15 3.16 1.62 3.12 4.71

Prudential 0.53 3.19 4.20 2.70 4.94 6.48

Barclays
Aggregate Index 1.23 2.94 3.45 1.71 3.10 4.74

Relative Return vs Barclays Aggregate Index
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SSgA US Govt Cr Bd Index
Period Ended September 30, 2015

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 1.20% return
for the quarter placing it in the 79 percentile of the CAI
Govt/Credit Fixed-Income Style group for the quarter and in
the 71 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
0.02%.

Quarterly Asset Growth

Beginning Market Value $134,918,321

Net New Investment $-11,476

Investment Gains/(Losses) $1,623,324

Ending Market Value $136,530,169

Performance vs CAI Govt/Credit Fixed-Income Style (Gross)
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(79)(79)

(71)(72)

(81)(81)
(86)(86)

10th Percentile 1.60 3.70 4.52 4.28
25th Percentile 1.49 3.47 4.05 3.78

Median 1.39 3.16 3.79 3.63
75th Percentile 1.25 2.64 3.54 3.34
90th Percentile 0.87 1.83 2.62 2.51

SSgA US Govt
Cr Bd Index 1.20 2.76 3.40 3.18

Barclays
Govt/Credit Bd 1.20 2.73 3.40 3.19

Relative Return vs Barclays Govt/Credit Bd
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Wells Capital
Period Ended September 30, 2015

Investment Philosophy
The Medium Quality Credit fixed income strategy is designed to maximize total return from the high-grade corporate bond
market while maintaining a strategic allocation to the BBB portion of the high yield market. The investment process for this
fund starts with a "top-down" strategy.  Security selection is determined by in-depth credit research, holding that in-depth
knowledge of industries, companies, and their management teams can help identify credit trends that can lead to
investment opportunities. Furthermore, a disciplined relative value framework is applied to help determine the optimal
position to invest within an industry and within an individual issuer’s capital structure.

Quarterly Summary and Highlights
Wells Capital’s portfolio posted a (0.44)% 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.

Wells Capital’s portfolio outperformed the Barclays Baa
Credit 3% In by 0.33% for the quarter and outperformed the
Barclays Baa Credit 3% In for the year by 1.14%.

Quarterly Asset Growth

Beginning Market Value $304,057,674

Net New Investment $-138,223

Investment Gains/(Losses) $-1,325,502

Ending Market Value $302,593,949

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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Western Asset Management Company
Period Ended September 30, 2015

Investment Philosophy
Western Asset designs this portfolio using all major fixed-income sectors with a bias towards non-Treasuries, especially
corporate, mortgage-backed and asset-backed securities.  Value can be added through sector rotation, issue selection,
duration and term structure weighting.

Quarterly Summary and Highlights
Western Asset’s portfolio posted a 0.82% return for the
quarter placing it in the 77 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 31 percentile
for the last year.

Western Asset’s portfolio underperformed the Barclays
Aggregate Index by 0.41% for the quarter and outperformed
the Barclays Aggregate Index for the year by 0.30%.

Quarterly Asset Growth

Beginning Market Value $308,784,390

Net New Investment $-107,037

Investment Gains/(Losses) $2,546,038

Ending Market Value $311,223,391

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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Western TIPS
Period Ended September 30, 2015

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 0.11% for the quarter and outperformed the
Barclays Glbl Inftn-Linked for the year by 0.56%.

Quarterly Asset Growth

Beginning Market Value $112,261,432

Net New Investment $-36,672

Investment Gains/(Losses) $-1,547,035

Ending Market Value $110,677,725
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Eastern Timber Opportunities
Period Ended September 30, 2015

Investment Philosophy
The investment objective of the Eastern Timberland Opportunities fund is to provide competitive timberland investment
returns from Eastern US timberland investments by pursuing management strategies to increase timber production and
land values through the investment term. TIR will maximize timber values within the portfolio with the application of
intensive forest management techniques to accelerate the growth in timber volume and movement into higher value
product categories.   Additional value will be captured by realizing higher and better use opportunities for select timberland
properties throughout the portfolio.

Quarterly Summary and Highlights
Eastern Timber Opportunities’s portfolio underperformed the
NCREIF Timberland Index by 0.12% for the quarter and
underperformed the NCREIF Timberland Index for the year
by 4.16%.

Quarterly Asset Growth

Beginning Market Value $61,260,132

Net New Investment $-1,426,590

Investment Gains/(Losses) $386,729

Ending Market Value $60,220,271
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JP Morgan Infrastructure
Period Ended September 30, 2015

Investment Philosophy
The only open-ended private commingled infrastructure fund in the U.S, the JPMorgan Infrastructure Investments Fund
invests in stabilized assets in OECD countries with selected value-added opportunities, across infrastructure industry
sub-sectors, including: toll roads, bridges and tunnels; oil and gas pipelines; electricity transmission and distribution
facilities; contracted power generation assets; water distribution; waste-water collection and processing; railway lines and
rapid rail links; and seaports and airports.

Quarterly Summary and Highlights
JP Morgan Infrastructure’s portfolio outperformed the CPI-W
by 2.81% for the quarter and underperformed the CPI-W for
the year by 2.68%.

Quarterly Asset Growth

Beginning Market Value $72,599,328

Net New Investment $-203,975

Investment Gains/(Losses) $1,687,960

Ending Market Value $74,083,314
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Grosvenor Cust. Infrastructure
Period Ended September 30, 2015

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 0.31% for the quarter and outperformed the
CPI-W for the year by 5.98%.

Quarterly Asset Growth

Beginning Market Value $19,505,589

Net New Investment $540,218

Investment Gains/(Losses) $-35,701

Ending Market Value $20,010,106
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Invesco Core Real Estate
Period Ended September 30, 2015

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 2.88% return
for the quarter placing it in the 50 percentile of the Total Real
Estate DB group for the quarter and in the 35 percentile for
the last year.

Invesco Core Real Estate’s portfolio underperformed the
NCREIF Total Index by 0.21% for the quarter and
outperformed the NCREIF Total Index for the year by
1.96%.

Quarterly Asset Growth

Beginning Market Value $55,974,821

Net New Investment $-48,739

Investment Gains/(Losses) $1,658,187

Ending Market Value $57,584,269

Performance vs Total Real Estate DB (Net)
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JP Morgan Real Estate
Period Ended September 30, 2015

Investment Philosophy
The J.P. Morgan U.S. Real Estate Income and Growth Fund seeks to construct and opportunistically manage a portfolio of
core direct real estate investments, complemented by other real estate and real estate-related assets.  The Fund pursues a
broadly diversified absolute-return strategy and pursues all property investments on an opportunistic basis.  The majority of
the Fund’s investments will be in direct core properties in the office, industrial, retail and residential sectors.

Quarterly Summary and Highlights
JP Morgan Real Estate’s portfolio posted a 0.16% return for
the quarter placing it in the 94 percentile of the Total Real
Estate DB group for the quarter and in the 34 percentile for
the last year.

JP Morgan Real Estate’s portfolio underperformed the
NCREIF Total Index by 2.92% for the quarter and
outperformed the NCREIF Total Index for the year by
2.11%.

Quarterly Asset Growth

Beginning Market Value $63,804,154

Net New Investment $-62,772

Investment Gains/(Losses) $104,382

Ending Market Value $63,845,764

Performance vs Total Real Estate DB (Net)
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JP Morgan  Short Term Bonds
Period Ended September 30, 2015

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 0.34%
return for the quarter placing it in the 55 percentile of the CAI
Defensive Fixed-Inc Style group for the quarter and in the 48
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
0.22%.

Quarterly Asset Growth

Beginning Market Value $235,792,520

Net New Investment $-141,241

Investment Gains/(Losses) $801,870

Ending Market Value $236,453,149

Performance vs CAI Defensive Fixed-Inc Style (Gross)
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Babson Short Term Bonds
Period Ended September 30, 2015

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 0.21% return
for the quarter placing it in the 89 percentile of the CAI
Defensive Fixed-Inc Style group for the quarter and in the 1
percentile for the last year.

Babson Short Term Bonds’s portfolio underperformed the
Barclays Gov 1-3 Yr by 0.11% for the quarter and
outperformed the Barclays Gov 1-3 Yr for the year by
1.56%.

Quarterly Asset Growth

Beginning Market Value $239,274,055

Net New Investment $-207,429

Investment Gains/(Losses) $508,946

Ending Market Value $239,575,572

Performance vs CAI Defensive Fixed-Inc Style (Gross)
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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. 

Ρεχεντ Ρεσεαρχη

Πλεασε ϖισιτ ωωω.χαλλαν.χοm/ρεσεαρχη το σεε αλλ οφ ουρ πυβλιχατιονσ.

Φιξεδ Ινχοmε Βενχηmαρκ Ρεϖιεω Τηισ αννυαλ ρεπορτ χοmπαρεσ 

χηαραχτεριστιχσ φορ Βαρχλαψσ, Χιτι, Χρεδιτ Συισσε, ανδ ϑΠ Μοργαν 

ixed income indices versus various Callan Manager peer groups.

Ρεαλ Ινδιχατορσ: Τηε Μετριχσ οφ Ρεαλ Εστατε Ιν τηισ ϖιδεο, Αϖερψ 

Ροβινσον, ΧΑΙΑ, δισχυσσεσ τηε δεϖελοπmεντ οφ ρεαλ εστατε ινδιχα−

τορ mετριχσ ανδ ωηατ τηεψ σαψ αβουτ τηε χυρρεντ mαρκετ. 

Τηε Εδυχατιον οφ Βετα ςιδεο Ευγενε Ποδκαmινερ, ΧΦΑ, δε−

scribes the reasons he decided to explore the topic of “smart beta”.

Τηε Εδυχατιον οφ Βετα: Χαν Αλτερνατιϖε Ινδεξ−

εσ Μακε Ψουρ Πορτφολιο Σmαρτερ? Ρεπριντεδ ιν 

τηε ϑουρναλ οφ Ινϖεστινγ, Ευγενε Ποδκαmινερ 

explores how “smart beta” strategies are put to−

γετηερ, ηοω τηεψ ηαϖε περφορmεδ οϖερ τηε παστ 

δεχαδε, ανδ ηοω τηεψ χαν βε υσεδ βψ ινϖεστορσ. 

Ρεαλ Ασσετσ Ρεπορτερ, Συmmερ/Φαλλ 2015 Dατα ανδ ινσιγητσ ον 

ρεαλ εστατε ανδ οτηερ ρεαλ ασσετ ινϖεστmεντ τοπιχσ, ινχλυδινγ λιστεδ 

ινφραστρυχτυρε.

Ταργετ Dατε Φυνδσ: Φινδινγ τηε Ριγητ ςεηιχλε φορ τηε Ροαδ 

το Ρετιρεmεντ  Author Jimmy Veneruso presents key indings 

ανδ ηιγηλιγητσ σοmε θυεστιονσ πλαν σπονσορσ mαψ χονσιδερ ωηεν 

εϖαλυατινγ ταργετ δατε φυνδσ.

Ηεδγε Φυνδ Μονιτορ, 2νδ Θυαρτερ 2015 Αυτηορ ϑιm ΜχΚεε�σ 

εσσαψ, Ζεν ανδ τηε Αρτ οφ Σελλινγ Σηορτ, ινχλυδινγ θυαρτερλψ περφορ−

mανχε προϖιδεσ α σναπσηοτ οφ τηε ασσετ χλασσ.

Πριϖατε Μαρκετσ Τρενδσ, Συmmερ 2015 Γαρψ Ροβερτσον συm−

mαριζεσ τηε mαρκετ ενϖιρονmεντ, ρεχεντ εϖεντσ, περφορmανχε, 

ανδ οτηερ ισσυεσ ινϖολϖινγ πριϖατε εθυιτψ.

DΧ Οβσερϖερ, 2νδ Θυαρτερ 2015 Χοϖερ στορψ: Wηατ Dο Ψου Σεε 

Through the Brokerage Window? Plus the Callan DC Index™.

Συmmαρψ, ϑυνε Wορκσηοπ: Φιδυχιαρψ Τιδαλ Wαϖε, Ναϖιγατινγ 

DΧ�σ Υνχηαρτεδ Wατερσ Σηαρεδ οβσερϖατιονσ φροm Χαλλαν�σ 2015 

DΧ Τρενδσ Συρϖεψ, client experiences, and case studies.

Χαπιταλ Μαρκετ Ρεϖιεω, 2νδ Θυαρτερ 2015 Ινσιγητσ ον τηε εχονο−

my and recent performance in equities, ixed income, alternatives, 

ρεαλ εστατε, ανδ mορε. 

Ινσιδε Χαλλαν�σ Dαταβασε, 2νδ Θυαρτερ 2015 Τηισ ρεπορτ γραπησ 

περφορmανχε ανδ ρισκ δατα φροm Χαλλαν�σ προπριεταρψ δαταβασε 

αλονγσιδε ρελεϖαντ mαρκετ ινδιχεσ.

Βεατινγ τηε Ηεατ: Φιϖε Βεστ Πραχτιχεσ φορ Εν−

δοωmεντσ ανδ Φουνδατιονσ Ελλεν Βροωνελλ 

presents ive ways endowments and foundations 

χαν κεεπ τηειρ χοολ ωηεν ασσετ αλλοχατιον χον−

ϖερσατιονσ ηεατ υπ. 

2015 Νυχλεαρ Dεχοmmισσιονινγ Φυνδινγ Στυδψ Αυτηορ ϑυλια 

Μοριαρτψ χοϖερσ ποωερ υτιλιτιεσ ωιτη αν οωνερσηιπ ιντερεστ ιν τηε 

οπερατινγ ανδ νον−οπερατινγ νυχλεαρ ρεαχτορσ ιν τηε Υ.Σ.

 

ΧΑΛΛΑΝ 

ΙΝςΕΣΤΜΕΝΤΣ 

ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

3ρδ Θυαρτερ 2015

T H E  J O U R N A L  O F

The Voices of Influence  |  iijournals.com

 SUMMER 2015   Volume 24 Number 2 THEORY & PRACTICE FOR FUND MANAGERS

The Education of Beta: Can 
Alternative Indexes Make Your 
Portfolio Smarter?
EUGENE PODKAMINER

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

ΧΑΛΛΑΝ 

ΙΝςΕΣΤΜΕΝΤΣ 

ΙΝΣΤΙΤΥΤΕ

Ρεσεαρχη
Σποτλιγητ

ϑυλψ 2015

Βεατινγ τηε Ηεατ 

Φιϖε Βεστ Πραχτιχεσ φορ Ενδοωmεντσ ανδ Φουνδατιονσ

Have you found yourself defending your diversiied asset allocation strategy in light of U.S. public markets’ 

strong performance? Here are ive ways to keep your cool when asset allocation conversations heat up:

 

1 Εmπηασιζε θυαλιτψ ιν mαναγερ σελεχτιον. Hire managers to be long-term partners and try to mini-

mize turnover. Determine your access to irst- and second-quartile alternatives managers and also 

your resources to source those managers. When thinking about management fees, look at the big 

picture. What is the long-term goal? What does it cost to get there? What are the risks?

2	 Manage	resources	eficiently	and	effectively.	Think long-term across the entire program, including 

stafing. Hire people who understand managers and manager selection. Look for people who are not 

only investment-savvy, knowledgeable, and experienced, but also those who it with the culture and 

who buy into the investment process. Low staff turnover is correlated with higher returns. If you are 

considering a boost to your alternatives allocation, do you have the appropriate legal and accounting 

staff to handle the additional work? Is your custodian able to handle alternatives?

Successful organizations take a long-term view. They 
think about current spending needs versus future 
spending goals. Decide if you are going to spend more 
on the current generation at the expense of future 
generations, or if you will spend less on the current 
generation to beneit future generations.

Ellen Brownell, Senior Vice President, Fund Sponsor Consulting

Ελλεν ηασ σπεντ χλοσε 

το 20 ψεαρσ ιν τηε 

inancial industry.  

Σηε ηασ εξτενσιϖε 

εξπεριενχε σερϖινγ ιν 

the investment ofices 

of private and public 

universities.



“We think the best way to learn something is to teach it. 
Εντρυστινγ χλιεντ εδυχατιον το ουρ χονσυλταντσ ανδ σπεχιαλιστσ 

ενσυρεσ τηατ τηεψ ηαϖε α τοταλ χοmmανδ οφ τηειρ συβϕεχτ 

mαττερ. Τηισ ισ ονε ρεασον ωηψ εδυχατιον ανδ ρεσεαρχη ηαϖε 

been cornerstones of our irm for more than 40 years.” 

Ρον Πεψτον, Χηαιρmαν ανδ ΧΕΟ

Callan Investments Institute and the “Callan College”

 

Εϖεντσ

Dιδ ψου mισσ ουτ ον α Χαλλαν χονφερενχε ορ ωορκσηοπ? Εϖεντ συm−

mαριεσ ανδ σπεακερσ� πρεσεντατιονσ αρε αϖαιλαβλε ον ουρ ωεβσιτε:  

ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/ΧΙΙ/ 

Τηε Οχτοβερ Ρεγιοναλ Wορκσηοπ, το βε 

ηελδ Οχτοβερ 21 ιν Νεω Ψορκ ανδ Οχτοβερ 

22 ιν Ατλαντα, λοοκσ ατ ωηερε Ρεαλ Ασσετσ 

Μεετ τηε Ρεαλ Wορλδ. Ιν τηισ ωορκσηοπ, ωε 

λοοκ ατ ρεαλ ασσετσ� ϖαριουσ ρολεσ ιν ινστιτυ−

τιοναλ πορτφολιοσ. Wε διϖε ιντο τηε χηαλλενγεσ τηατ αρισε δυρινγ 

ιmπλεmεντατιον�χηαλλενγεσ ασ υνιθυε ασ ινϖεστορσ τηεmσελϖεσ. 

Αλσο, σαϖε τηε δατε φορ ουρ αννυαλ Νατιοναλ Χονφερενχε ιν Σαν 

Φρανχισχο, ϑανυαρψ 25−27, 2016.

Φορ mορε ινφορmατιον αβουτ ρεσεαρχη ορ εδυχατιοναλ εϖεντσ, 

πλεασε χονταχτ Αννα Wεστ: 415.974.5060 / ινστιτυτε≅χαλλαν.χοm

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ  

Εδυχατιοναλ Σεσσιονσ

The Center for Investment Training, better known as the “Callan 
College,” provides a foundation of knowledge for industry profes−

σιοναλσ ωηο αρε ινϖολϖεδ ιν τηε ινϖεστmεντ δεχισιον−mακινγ προ−

cess. It was founded in 1994 to provide clients and non-clients alike 
with basic- to intermediate-level instruction. Our next session is:

Ιντροδυχτιον το Ινϖεστmεντσ

Χηιχαγο, Οχτοβερ 27−28, 2015

2016 δατεσ ΤΒD, πλεασε χηεχκ ουρ ωεβσιτε φορ υπδατεσ

Τηισ σεσσιον φαmιλιαριζεσ φυνδ σπονσορ τρυστεεσ, σταφφ, ανδ ασσετ 

mαναγεmεντ αδϖισορσ ωιτη βασιχ ινϖεστmεντ τηεορψ, τερmινολογψ, 

ανδ πραχτιχεσ. Ιτ λαστσ ονε−ανδ−α−ηαλφ δαψσ ανδ ισ δεσιγνεδ φορ ιν−

dividuals who have less than two years of experience with asset-
mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τυιτιον φορ 

the Introductory “Callan College” session is $2,350 per person. 
Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, βρεακφαστ ανδ λυνχη ον 

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

Χυστοmιζεδ Σεσσιονσ

The “Callan College” is equipped to customize a curriculum to 
meet the training and educational needs of a speciic organization.
Τηεσε ταιλορεδ σεσσιονσ ρανγε φροm βασιχ το αδϖανχεδ ανδ χαν 

take place anywhere—even at your ofice.

Λεαρν mορε ατ ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/χολλεγε/ ορ 

χονταχτ Κατηλεεν Χυννιε: 415.274.3029 / χυννιε≅χαλλαν.χοm

Ρεαλιτψ Χηεχκ: Ρεαλ Ασσετσ 

Μεετ τηε Ρεαλ Wορλδ

Βρεττ Χορνωελλ, ΧΦΑ

Γλοβαλ Μαναγερ Ρεσεαρχη

ϑαψ Κλοεπφερ

Χαπιταλ Μαρκετσ Ρεσεαρχη

Σαλλψ Ηασκινσ

Ρεαλ Ασσετσ Χονσυλτινγ

2015 Ρεγιοναλ Wορκσηοπσ

Οχτοβερ 21 � Νεω Ψορκ Χιτψ

Οχτοβερ 22 � Ατλαντα

Υνιθυε πιεχεσ οφ ρεσεαρχη τηε 

Ινστιτυτε γενερατεσ εαχη ψεαρ50+

Total attendees of the “Callan 
College” since 19943,300 Ψεαρ τηε Χαλλαν Ινϖεστmεντσ 

Ινστιτυτε ωασ φουνδεδ1980

Αττενδεεσ (ον αϖεραγε) οφ τηε 

Ινστιτυτε�σ αννυαλ Νατιοναλ Χονφερενχε500

Εδυχατιον: Βψ τηε Νυmβερσ



 

List of Managers That Do Business with Callan Associates Inc. 

Confidential – For Callan Client Use Only 

Callan 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 09/30/15. 
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 and Fund Sponsor Consulting.  Given the complex corporate and organizational 
ownership structures of investment management firms, parent and affiliate firm relationships are not listed here.  The client list below may include names 
of parent companies who allow their affiliates to use some of the services included in their client contract (eg, educational services including published 
research and attendance at conferences and workshops). Affiliates will not be listed if they don’t separately contract with Callan.  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. Please refer to Callan’s ADV Part 2A for a complete 
listing of TAG’s portfolios. We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios it 
oversees.  Per company policy these requests are handled by TAG’s senior management. 
 

 

 

Quarterly List as of  

September 30, 2015

Knowledge. Experience. Integrity. 9/30/15 

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  
Analytic Investors 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 
Aviva Investors 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  
Baron Capital Management 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 



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

Confidential – For Callan Client Use Only 

Callan 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 09/30/15, 
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 and Fund Sponsor Consulting.  Given the complex corporate and organizational 
ownership structures of investment management firms, parent and affiliate firm relationships are not listed here.  The client list below may include names 
of parent companies who allow their affiliates to use some of the services included in their client contract (eg, educational services including published 
research and attendance at conferences and workshops). Affiliates will not be listed if they don’t separately contract with Callan.  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. Please refer to Callan’s ADV Part 2A for a complete 
listing of TAG’s portfolios. We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios it 
oversees.  Per company policy these requests are handled by TAG’s senior management. 
 

 

 
Knowledge. Experience. Integrity. 9/30/15 

Manager Name Educational Services Consulting Services 

Boston Partners  Y Y 

Brandes Investment Partners, L.P. Y Y 

Brandywine Global Investment Management, LLC Y  

Brown Brothers Harriman & Company Y  

Cadence Capital Management Y  

Capital Group Y  

CastleArk Management, LLC  Y 

Causeway Capital Management Y  

Central Plains Advisors, Inc.  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 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 

DE Shaw Investment Management LLC Y  

Delaware Investments Y Y 

DePrince, Race & Zollo, Inc. Y Y 

Deutsche Asset  & Wealth Management Y Y 

Diamond Hill Investments Y  

Donald Smith & Co., Inc. 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 Y 

Fir Tree Partners Y  

First Eagle Investment Management Y  

First Hawaiian Bank  Y 

First State Investments Y  

Fisher Investments Y  

Franklin Templeton   Y Y 



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

Confidential – For Callan Client Use Only 

Callan 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 09/30/15, 
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 and Fund Sponsor Consulting.  Given the complex corporate and organizational 
ownership structures of investment management firms, parent and affiliate firm relationships are not listed here.  The client list below may include names 
of parent companies who allow their affiliates to use some of the services included in their client contract (eg, educational services including published 
research and attendance at conferences and workshops). Affiliates will not be listed if they don’t separately contract with Callan.  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. Please refer to Callan’s ADV Part 2A for a complete 
listing of TAG’s portfolios. We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios it 
oversees.  Per company policy these requests are handled by TAG’s senior management. 
 

 

 
Knowledge. Experience. Integrity. 9/30/15 

Manager Name Educational Services Consulting Services 

Fred Alger Management Co., Inc. Y  

Fuller & Thaler Asset Management Y  

GAM (USA) Inc. Y  

Garcia Hamilton  & Associates 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 

Guggenheim Investments Asset Management (fka Security Global) Y  

The Hampshire Companies Y  

Harbor Capital  Y 

Hartford Funds Y  

Hartford Investment Management Co. Y Y 

Heightman Capital Management Corporation  Y 

Henderson Global Investors Y Y 

Hotchkis & Wiley Y  

HSBC Global Asset Management Y  

Income Research & Management Y  

Insight Investment Management  Y 

Institutional Capital LLC Y  

INTECH Investment Management Y  

Invesco Y 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 

LMCG Investments (fka Lee Munder Capital Group) Y  

Legal & General Investment Management America Y  

Lincoln National Corporation  Y 

Logan Circle Partners, L.P. Y  

The London Company Y  

Longview Partners Y  

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

Lord Abbett & Company Y Y 

Los Angeles Capital Management Y  



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

Confidential – For Callan Client Use Only 

Callan 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 09/30/15, 
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 and Fund Sponsor Consulting.  Given the complex corporate and organizational 
ownership structures of investment management firms, parent and affiliate firm relationships are not listed here.  The client list below may include names 
of parent companies who allow their affiliates to use some of the services included in their client contract (eg, educational services including published 
research and attendance at conferences and workshops). Affiliates will not be listed if they don’t separately contract with Callan.  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. Please refer to Callan’s ADV Part 2A for a complete 
listing of TAG’s portfolios. We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios it 
oversees.  Per company policy these requests are handled by TAG’s senior management. 
 

 

 
Knowledge. Experience. Integrity. 9/30/15 

Manager Name Educational Services Consulting Services 

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  

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 

Mount Lucas Management LP Y  

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  

Pacific Investment Management Company Y  

Palisade Capital Management LLC Y  

Paradigm Asset Management 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  

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 

Pzena Investment Management, LLC Y  

Pyramis Global Advisors Y  



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

Confidential – For Callan Client Use Only 

Callan 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 09/30/15, 
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 and Fund Sponsor Consulting.  Given the complex corporate and organizational 
ownership structures of investment management firms, parent and affiliate firm relationships are not listed here.  The client list below may include names 
of parent companies who allow their affiliates to use some of the services included in their client contract (eg, educational services including published 
research and attendance at conferences and workshops). Affiliates will not be listed if they don’t separately contract with Callan.  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. Please refer to Callan’s ADV Part 2A for a complete 
listing of TAG’s portfolios. We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios it 
oversees.  Per company policy these requests are handled by TAG’s senior management. 
 

 

 
Knowledge. Experience. Integrity. 9/30/15 

Manager Name Educational Services Consulting Services 

Rainier Investment Management Y  

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

Research Affiliates  Y 

Regions Financial Corporation  Y 

RCM  Y 

Rothschild Asset Management, Inc. Y Y 

RS Investments Y  

Russell Investment Management Y  

Sankaty Advisors, LLC 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  

Smith Affiliated Capital Corporation Y  

Smith Graham and Company  Y 

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  

Timberland Investment Resources Y  

TCW Asset Management Company Y  

Thompson, Siegel & Walmsley LLC Y  

USAA Real Estate Company Y  

Van Eck Y  

Versus Capital Group  Y 

Victory Capital Management Inc. Y  

Vontobel Asset Management Y  

Voya Investment Management (fka ING) Y  

Vulcan Value Partners, LLC  Y 

Waddell & Reed Asset Management Group Y Y 

WCM Investment Management Y  

WEDGE Capital Management  Y 

Wellington Management Company, LLP Y  

Wells Capital Management Y  

Wells Fargo Private Bank  Y 

Western Asset Management Company Y  



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

Confidential – For Callan Client Use Only 

Callan 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 09/30/15, 
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 and Fund Sponsor Consulting.  Given the complex corporate and organizational 
ownership structures of investment management firms, parent and affiliate firm relationships are not listed here.  The client list below may include names 
of parent companies who allow their affiliates to use some of the services included in their client contract (eg, educational services including published 
research and attendance at conferences and workshops). Affiliates will not be listed if they don’t separately contract with Callan.  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. Please refer to Callan’s ADV Part 2A for a complete 
listing of TAG’s portfolios. We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios it 
oversees.  Per company policy these requests are handled by TAG’s senior management. 
 

 

 
Knowledge. Experience. Integrity. 9/30/15 

Manager Name Educational Services Consulting Services 

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 September 30, 2015
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(26)

(56)

(31) (11)
(44)

(87)

10th Percentile (4.89) (7.88) 1.47 1.86 4.16 0.22
25th Percentile (6.42) (8.76) 1.30 0.67 3.61 0.16

Median (8.09) (10.02) 1.10 0.41 2.92 0.09
75th Percentile (10.37) (11.32) 0.84 (1.35) 2.15 0.04
90th Percentile (12.91) (12.47) 0.59 (4.45) 0.93 0.01

Index (6.44) (10.23) 1.23 1.71 3.09 0.01

Range of Separate Account Manager Returns by Asset Class
One Year Ended September 30, 2015
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10th Percentile 6.56 (2.43) 3.63 (6.02) 24.08 0.81
25th Percentile 3.59 (4.53) 3.34 (7.48) 18.86 0.65

Median 0.16 (6.86) 3.00 (7.99) 14.12 0.43
75th Percentile (2.85) (9.40) 2.61 (8.73) 10.64 0.24
90th Percentile (7.20) (11.80) 2.15 (9.46) 4.91 0.10

Index (0.61) (8.66) 2.94 (7.01) 13.48 0.02
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Πυβλιχ ςολατιλιτψ,  

Πριϖατε Σλοωδοων    

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

Πυβλιχ mαρκετ ϖολατιλιτψ 

δαmπενεδ πριϖατε εθυιτψ 

αχτιϖιτψ. Φυνδραισινγ, νεω 

ινϖεστmεντ, ανδ ΙΠΟσ φελλ φορ βοτη 

βυψουτ ανδ ϖεντυρε. Τηε νυmβερ οφ 

βυψουτ τρανσαχτιονσ χλοσεδ ανδ ϖεν−

τυρε Μ&Α εξιτσ ινχρεασεδ. Τηισ θυαρ−

τερ�σ χηανγε ισ α σηαρπ ρεϖερσαλ φροm 

τηε εβυλλιεντ σεχονδ θυαρτερ.

 

Στυmβλινγ Dραγον   

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ

Χονχερνσ οϖερ Χηινα�σ 

γροωτη ανδ φαλλινγ χοm−

mοδιτψ πριχεσ ηαmmερεδ 

νον−Υ.Σ. εθυιτψ ρετυρνσ ιντο νεγα−

τιϖε τερριτορψ. Τηε δεϖελοπεδ ωορλδ 

(ΜΣΧΙ Wορλδ εξ ΥΣΑ: −10.57%) 

mαψ ηαϖε ουτπερφορmεδ εmεργ−

ινγ mαρκετσ (ΜΣΧΙ Εmεργινγ 

Μαρκετσ: −17.78%), βυτ στιλλ λοστ 

γρουνδ.

 

Dραγ Με Dοων 

ΗΕDΓΕ ΦΥΝDΣ

Αφτερ α mοδεστ ρεβουνδ 

ιν τηε πριορ θυαρτερ, 

χοmmοδιτψ πριχεσ λεδ βψ 

οιλ ρεσυmεδ τηειρ σεχυλαρ δεχλινε. 

Ρεπρεσεντινγ αχτυαλ ηεδγε φυνδ 

πορτφολιοσ, τηε mεδιαν mαναγερ 

ιν τηε Χαλλαν Ηεδγε Φυνδ−οφ−

Φυνδσ Dαταβασε σλιππεδ 3.30%, 

νετ οφ αλλ φεεσ.

 

Staying Aloat
DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

The average deined 
χοντριβυτιον πλαν mαν−

αγεδ το αϖοιδ λοσσεσ ιν 

τηε σεχονδ θυαρτερ οφ 2015�βυτ 

ϕυστ βαρελψ. Πλαν βαλανχεσ εξπερι−

ενχεδ α σλιγητ ινχρεασε (+0.26%) 

δριϖεν πριmαριλψ βψ παρτιχιπαντ 

inlows. 

 

Μ&Α, Ηερε το Σταψ? 

ΡΕΑΛ ΕΣΤΑΤΕ

Τηε ΝΧΡΕΙΦ Προπερτψ 

Ινδεξ αδϖανχεδ 3.09%, 

ρεχορδινγ α 1.22% 

ινχοmε ρετυρν ανδ α 1.87% αππρε−

χιατιον ρετυρν. Τηε ΦΤΣΕ ΕΠΡΑ/

ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ Ινδεξ 

(ΥΣD) δεχλινεδ 1.42%; δοmεστιχ 

ΡΕΙΤσ ινχρεασεδ (ΦΤΣΕ ΝΑΡΕΙΤ 

Εθυιτψ ΡΕΙΤσ: 2.00%).

Τηε Ηοmε Πορτ ισ  

Σαφεστ ιν α Στορm

ΦΥΝD ΣΠΟΝΣΟΡ

Συπεριορ Υ.Σ. εθυιτψ 

ρετυρνσ ανδ α στρονγ δολ−

λαρ ηαϖε βεεν τηε δριϖερσ 

οφ δοmεστιχ δοmινανχε. Ψετ αλλ φυνδ 

τψπεσ λαγγεδ, ωιτη διφφερενχεσ παρ−

τιαλλψ εξπλαινεδ βψ ασσετ αλλοχατιονσ: 

ixed income bolstered corporates, 
ωηιλε ποορ αλτερνατιϖε ανδ ηεδγε 

φυνδ περφορmανχε ηυρτ Ε&Φσ. 

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ 

Τηιρδ Θυαρτερ 2015

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, Bloomberg, Citigroup, Credit Suisse Hedge Index, Merrill Lynch, MSCI, 

NCREIF, Russell Investment Group

1.23%

1.71%

3.09%

-2.53%

0.01%

-14.48%

-7.25%

-12.10%

-17.78%

 

Νοσεδιϖε   

Υ.Σ. ΕΘΥΙΤΨ

The irst negative quar−
τερ φορ Υ.Σ. εθυιτιεσ σινχε 

2012 ηαδ α σεεmινγλψ 

σολιδ σταρτ, βυτ τοοκ α νοσεδιϖε ιν 

τηε σεχονδ ηαλφ. Αλλ χαπιταλιζατιονσ 

δεχλινεδ�τηε διϖεργενχε βετωεεν 

σmαλλ ανδ λαργε χαπ ωασ mεανινγ−

φυλ (Ρυσσελλ 2000: −11.92% ανδ 

Ρυσσελλ 1000: −6.83%).

 

Μαδε ιν Χηινα  

ΕΧΟΝΟΜΨ

Τηε γλοβαλ εχονοmιχ 

ρεχοϖερψ λοστ mοmεν−

τυm ιν τηε τηιρδ θυαρτερ, 

σηακεν βψ τηε ποτεντιαλ φορ χρισισ ιν 

Χηινα. Τηε Φεδ βαχκεδ αωαψ φροm 

ραισινγ ιντερεστ ρατεσ ιν Σεπτεmβερ, 

χιτινγ υνχερταιντψ ιν τηε χαπιταλ mαρ−

κετσ ανδ σοφτενινγ εχονοmιχ δατα.

6
Π Α Γ Ε

2
Π Α Γ Ε

19
Π Α Γ Ε

 

Λονγερ το Λιφτοφφ 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ

Τηε Υ.Σ. βονδ mαρκετ 

ρεϖερσεδ χουρσε ωιτη 

ιντερεστ ρατεσ φαλλινγ ανδ 

Τρεασυριεσ ρισινγ. Σπρεαδ σεχ−

τορσ γενεραλλψ υνδερπερφορmεδ 

ασ σπρεαδσ ωιδενεδ. Τηε ψιελδ 

curve lattened. The Βαρχλαψσ 

Αγγρεγατε γαινεδ 1.23%, βυτ τηε 

Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ 

σλιδ 4.86%.

9
Π Α Γ Ε

4
Π Α Γ Ε

 

Ρεδ Σχαρε

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ 

Γλοβαλ βονδ mαρκετσ ηαδ 

mιξεδ ρεσυλτσ ιν τηε τηιρδ 

θυαρτερ. Τηε δεϖελοπεδ 

mαρκετ−φοχυσεδ Χιτι Νον−Υ.Σ. 

WΓΒΙ Ινδεξ inished at +1.71%. 
Εmεργινγ mαρκετ σοϖερειγνσ ωερε 

πλαγυεδ βψ ρισκ αϖερσιον ανδ νεγα−

τιϖε χυρρενχψ εφφεχτσ (ϑΠΜ ΕΜΒΙ 

Global Diversiied: −1.71%). 

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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Μαδε ιν Χηινα 

ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

Τηε γλοβαλ εχονοmιχ ρεχοϖερψ λοστ mοmεντυm ιν τηε τηιρδ θυαρ−

τερ, σηακεν βψ τηε ποτεντιαλ φορ χρισισ ιν Χηινα. Εθυιτψ πριχεσ χολ−

λαπσεδ ιν Χηινα, ανδ τηε Χηινεσε γοϖερνmεντ πυλλεδ ουτ αλλ τηε 

στοπσ�ινχλυδινγ βυψινγ στοχκ ανδ χυττινγ ιντερεστ ρατεσ�το σλοω 

the decline, put a loor under the equity market, and calm fears. 
Τηε στοχκ mαρκετ επισοδε ραισεδ φεαρσ τηατ τηε γρεατερ Χηινεσε 

economy was in peril. Global inancial markets were shocked, 
ανδ εθυιτιεσ φελλ σηαρπλψ, ωηιλε ηιγη−θυαλιτψ γοϖερνmεντ βονδσ 

ραλλιεδ. Εmεργινγ mαρκετσ τοοκ αν εσπεχιαλλψ ηαρδ ηιτ. Εmεργινγ 

εχονοmιεσ τψπιχαλλψ ηαϖε mυχη χλοσερ τιεσ το τηε Χηινεσε 

εχονοmψ τηαν δο Ευροπε ορ τηε Υ.Σ., δυε ιν παρτ το α ηεαϖψ 

ρελιανχε ον τηε χοmmοδιτιεσ Χηινα χονσυmεσ. Χοmπλετινγ τηε 

τριπλε ωηαmmψ φορ εmεργινγ mαρκετσ ισ τηε περχειϖεδ ϖυλνερ−

αβιλιτψ το α ρισε ιν Υ.Σ. ιντερεστ ρατεσ, ανδ χονχερν συρρουνδινγ 

Υ.Σ. mονεταρψ πολιχψ ωηιχη ρεαχηεδ α φεϖερ πιτχη ασ τηε συm−

mερ βεγαν. Τηε εmεργινγ mαρκετ εθυιτψ σελλ−οφφ ιν ϑυλψ, Αυγυστ, 

ανδ Σεπτεmβερ ωασ χλεαρλψ Μαδε ιν Χηινα. Τηε φεαρ τηατ τηε 

Χηινεσε εχονοmψ mαψ βε ον τηε εδγε οφ αν αβψσσ λεδ το φυρτηερ 

χονχερν τηατ τηε Χηινεσε γοϖερνmεντ ωουλδ εmβαρκ ον α ρουνδ 

οφ χοmπετιτιϖε δεϖαλυατιον. ςιρτυαλλψ αλλ εmεργινγ χυρρενχιεσ 

δεπρεχιατεδ αγαινστ τηε δολλαρ�ψετ σοmε δεϖελοπεδ χυρρενχιεσ 

αππρεχιατεδ ιν εξπεχτατιον οφ α Υ.Σ. ιντερεστ ρατε ινχρεασε.

Βψ τηε ενδ οφ τηε θυαρτερ, mαρκετσ ηαδ σταβιλιζεδ, ανδ τηε ωορστ 

φεαρσ αβουτ Χηινα διδ νοτ mατεριαλιζε. Ηοωεϖερ, τηε σηοχκ τηατ 

ραττλεδ ινϖεστορσ αλσο ραττλεδ βυσινεσσεσ ανδ εχονοmιχ αχτιϖ−

ιτψ βεγαν το σηοω σιγνσ οφ σλοωινγ φολλοωινγ α στρονγ σεχονδ 

θυαρτερ. Τηε Φεδ βαχκεδ αωαψ φροm ραισινγ ιντερεστ ρατεσ ιν 

Σεπτεmβερ, χιτινγ υνχερταιντψ ιν τηε χαπιταλ mαρκετσ ανδ σοφτεν−

ινγ εχονοmιχ δατα. Ρεαλ ΓDΠ γροωτη ιν τηε Υ.Σ. ωασ ρεϖισεδ 

υπ το 3.9% φροm 3.7% ιν τηε σεχονδ θυαρτερ, φυελεδ ιν παρτ βψ 

χοντινυεδ στρενγτη ιν τηε ϕοβ mαρκετ, σολιδ χονσυmερ σπενδινγ, 

ανδ ωηατ τυρνεδ ουτ το βε αν υνσυσταιναβλε ρυν−υπ ιν ινϖεντο−

ριεσ. ΓDΠ χαmε ιν ατ 1.5%, πυλλεδ δοων λαργελψ βψ τηε ρεϖερ−

σαλ ιν ινϖεντοριεσ. ΓDΠ εστιmατεσ σοφτενεδ ασ ϕοβ mαρκετ δατα 

began to unravel, irst with substantial downward revisions in 
ϑυλψ ανδ Αυγυστ, ανδ τηεν ωιτη α φρανκλψ δισαπποιντινγ γαιν οφ 

142,000 ιν Σεπτεmβερ. Υντιλ Σεπτεmβερ, τηε Υ.Σ. ϕοβ mαχηινε 

ωασ γενερατινγ αν αϖεραγε οφ 198,000 περ mοντη, χοmπαρεδ 

το α ροβυστ 260,000 δυρινγ 2014.

Οδδλψ ενουγη, τηε υνεmπλοψmεντ ρατε ηελδ χονσταντ ατ 5.1% 

δυρινγ τηε θυαρτερ δεσπιτε τηε σλοωδοων ιν ϕοβ χρεατιον, ρεαχη−

ινγ τηε λοωεστ ρατε σινχε Απριλ 2008. Τηε ρεασον φορ τηε στεαδψ 

υνεmπλοψmεντ ρατε ισ ανοτηερ δεχλινε ιν τηε λαβορ φορχε; τηε 

παρτιχιπατιον ρατε ισ νοω δοων το 62.4%, τηε λοωεστ ρατε σινχε 

1977! Ονε πιεχε οφ γοοδ νεωσ ισ τηατ τηε βροαδερ �Υ−6� mεα−

συρε οφ υνεmπλοψmεντ, ωηιχη ινχλυδεσ πεοπλε λοοκινγ φορ ωορκ, 
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Υ.Σ. ΕΧΟΝΟΜΨ (Χοντινυεδ)

restricted to part-time, or discouraged from inding work, and 
βεχοmινγ ιναχτιϖε, φελλ το 10% ιν Σεπτεmβερ, δοων φροm 11.7% 

ονε ψεαρ εαρλιερ. Τηισ �υνδερεmπλοψmεντ� ρατε πεακεδ νορτη οφ 

16% ιν 2010. Φοχυσ ρεmαινσ ον τηε υνεmπλοψmεντ ρατε σινχε 

the Fed identiied it as a potential trigger for raising interest 
ρατεσ. Τηε 5.1% χυρρεντ ρατε ισ νοω ωελλ βελοω τηε ταργετ ιδεν−

tiied by Fed Chair Janet Yellen, and in fact is at the level at 
ωηιχη τηε Φεδ λαστ βεγαν α χψχλε οφ ραισινγ ιντερεστ ρατεσ ιν 

2004. Τηε ρελυχτανχε το ραισε ιντερεστ ρατεσ χοmεσ ιν παρτ φροm 

τηε αργυmεντ τηατ τηε υνεmπλοψmεντ ρατε ισ λοω φορ τηε ωρονγ 

ρεασονσ, ι.ε., λαβορ φορχε παρτιχιπατιον συππρεσσεδ βψ εχονοmιχ 

weakness. The reluctance may also relect hesitancy stem−

mινγ φροm α λαχκ οφ εξπεριενχε�ιτ�σ βεεν 11 ψεαρσ σινχε τηε 

Φεδ λαστ εmβαρκεδ ον α χψχλε οφ ραισινγ ιντερεστ ρατεσ! Τηε λαστ 

τιmε τηε Φεδ βεγαν συχη α χψχλε, τηε ιΠηονε διδ νοτ εξιστ, νορ 

διδ Τωιττερ ορ ΨουΤυβε.

Σεχονδ θυαρτερ χονσυmερ σπενδινγ ωασ ρεϖισεδ υπ το 3.6% 

γροωτη, ανδ χαmε ιν ατ 3.2% φορ τηε τηιρδ θυαρτερ, χλεαρλψ ονε 

σιγν οφ χοντινυινγ εχονοmιχ στρενγτη. Ηοωεϖερ, χονσυmερ δατα 

δυρινγ τηε θυαρτερ ωερε mιξεδ. Φαλλινγ γασολινε πριχεσ εναβλεδ 

χονσυmερσ το σηιφτ σπενδινγ ελσεωηερε, ανδ φυελεδ στρονγ 

δεmανδ φορ χαρσ ανδ λιγητ τρυχκσ. Χουντερινγ τηισ γοοδ νεωσ, 

τηε δισαπποιντινγ ϕοβσ ρεπορτ ιν Σεπτεmβερ χοmβινεδ ωιτη συm−

mερτιmε mαρκετ ϖολατιλιτψ δαmπενεδ χονσυmερσ� mοοδσ, ανδ 

χονσυmερ σεντιmεντ δροππεδ δυρινγ εαχη mοντη οφ τηε θυαρτερ.

Τηε δολλαρ κεεπσ χλιmβινγ, ασ τηε Υ.Σ. ρεmαινσ τηε βεαχον οφ 

γροωτη ανδ σταβιλιτψ ιν τηε τυρβυλενχε οφ τηε γλοβαλ εχονοmψ. Τηε 

δολλαρ ηασ σεεν γαινσ οϖερ τηε παστ ψεαρ αγαινστ βοτη δεϖελ−

οπεδ ανδ εmεργινγ χυρρενχιεσ, ανδ αγαινστ βοτη mαϕορ τραδινγ 

παρτνερσ ανδ �οτηερ ιmπορταντ� τραδινγ παρτνερσ. Τηισ χυρρενχψ 

αππρεχιατιον, αλονγ ωιτη ωεακ γροωτη αβροαδ ανδ λοωερ οιλ 

πριχεσ (ωηιχη ηαϖε σηαρπλψ ρεδυχεδ Υ.Σ. εξπορτσ οφ πετρολευm 

προδυχτσ), ηασ πυλλεδ ψεαρ−το−δατε εξπορτσ δοων βψ αλmοστ ∃1 

trillion. While consumer spending remains strong even as coni−

δενχε ισ τεστεδ βψ τηε ρεαππεαρανχε οφ γλοβαλ mαρκετ ϖολατιλιτψ, 

ινϖεντορψ ρεδυχτιον ανδ νετ εξπορτσ προϖιδεδ α σεριουσ δραγ το 

τηιρδ−θυαρτερ ΓDΠ γροωτη.

Τηε Λονγ−Τερm ςιεω  

2015

3ρδ Θτρ

Περιοδσ ενδεδ Dεχεmβερ 31, 2014

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

Υ.Σ. Εθυιτψ

Ρυσσελλ 3000 −7.25 12.56 15.63 7.94 9.78

Σ&Π 500 −6.44 13.69 15.45 7.67 9.62

Ρυσσελλ 2000 −11.92 4.89 15.55 7.77 9.75

Νον−Υ.Σ. Εθυιτψ

ΜΣΧΙ ΕΑΦΕ −10.23 −4.90 5.33 4.43 4.31

ΜΣΧΙ Εmεργινγ Μαρκετσ −17.78 −1.82 2.11 8.78 8.83

Σ&Π Εξ−Υ.Σ. Σmαλλ Χαπ −7.85 −3.42 8.52 6.84 5.48

Φιξεδ Ινχοmε

Βαρχλαψσ Αγγρεγατε 1.23 5.97 4.45 4.71 6.49

90−Dαψ Τ−Βιλλ 0.01 0.03 0.09 1.54 3.24

Βαρχλαψσ Λονγ Γ/Χ 2.18 19.31 9.81 7.36 8.49

Χιτι Νον−Υ.Σ. Γοϖτ 1.71 −2.68 0.85 2.64 6.21

Ρεαλ Εστατε

ΝΧΡΕΙΦ Προπερτψ 3.09 11.82 12.13 8.38 7.61

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 2.00 30.14 16.88 8.31 11.25

Αλτερνατιϖεσ

ΧΣ Ηεδγε Φυνδ −2.53 4.13 5.88 5.82 −−

Χαmβριδγε ΠΕ∗ −− 22.92 17.41 14.02 15.56

Βλοοmβεργ Χοmmοδιτψ −14.47 −17.01 −5.53 −1.86 −−

Γολδ Σποτ Πριχε −4.83 −1.51 1.55 10.45 4.38

Inlation � ΧΠΙ−Υ −0.29 0.76 1.69 2.12 2.52

*Private equity data is time-weighted return for period ended December 31, 2014.

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

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

Ρεχεντ Θυαρτερλψ Ινδιχατορσ

Εχονοmιχ Ινδιχατορσ 3Θ15 2Θ15 1Θ15 4Θ14 3Θ14 2Θ14 1Θ14 4Θ13

Εmπλοψmεντ Χοστ�Τοταλ Χοmπενσατιον Γροωτη 2.0% 2.0% 2.6% 2.2% 2.2% 2.0% 1.8% 2.0%

Νονφαρm Βυσινεσσ�Προδυχτιϖιτψ Γροωτη −0.2%∗ 3.3% −1.1% −2.2% 3.1% 2.8% −3.5% 3.5%

ΓDΠ Γροωτη 1.5% 3.9% 0.6% 2.1% 4.3% 4.6% −0.9% 3.8%

Μανυφαχτυρινγ Χαπαχιτψ Υτιλιζατιον 76.1% 75.9% 75.9% 76.2% 75.7% 75.1% 74.2% 74.2%

Χονσυmερ Σεντιmεντ Ινδεξ (1966=100)  90.8  94.2  95.5  89.8  83.0  82.8  80.9  76.9 

*Estimate

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, IHS Economics, Reuters/University of  Michigan 
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Τηε Ηοmε Πορτ ισ Σαφεστ ιν α Στορm

ΦΥΝD ΣΠΟΝΣΟΡ |  Κεϖιν Ναγψ

Εθυιτψ mαρκετσ ωερε ηαmmερεδ βψ χονχερν οϖερ Χηινα�σ σλοω−

ινγ γροωτη ανδ φαλλινγ χοmmοδιτψ πριχεσ δυρινγ τηε τηιρδ θυαρ−

ter, while ixed income markets managed to remain positive 
δεσπιτε τηε γλοβαλ τυρmοιλ. Μορε σενσιτιϖε το Χηινα, νον−Υ.Σ. 

εθυιτψ mαρκετσ (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Ινδεξ: −12.10%) συφφερεδ 

mορε τηαν ιτσ Υ.Σ. χουντερπαρτ (Ρυσσελλ 3000 Ινδεξ: −7.25%). 

U.S. and foreign ixed income stayed in the black, with foreign 
βονδσ σλιγητλψ αηεαδ (Βαρχλαψσ Αγγρεγατε: +1.23%, Χιτι Νον−

Υ.Σ. Wορλδ Γοϖερνmεντ Βονδ Ινδεξ−Υνηεδγεδ: +1.71%).

Ασ σεεν ιν τηε Χαλλαν Φυνδ Σπονσορ Θυαρτερλψ Ρετυρνσ χηαρτ, 

αλλ φυνδ τψπεσ λοστ γρουνδ. Ταφτ−Ηαρτλεψ (−4.19%) ανδ χορπορατε 

(−4.29%) πλανσ ωερε τηε βεστ περφορmερσ ατ τηε mεδιαν; ενδοω−

mεντσ ανδ φουνδατιονσ (−5.38%) ωερε τηε ωορστ. Dισπερσιον 

ωασ ωιδεστ ατ τηε 10τη περχεντιλε�χορπορατε πλανσ (−1.24%) 

φαρεδ νοτιχεαβλψ βεττερ τηαν πυβλιχ πλανσ (−3.61%). Τηε βοττοm 

δεχιλε φεατυρεδ τηε σmαλλεστ δισπερσιον: Ταφτ−Ηαρτλεψ (−5.78%) 

πλανσ συφφερεδ βυτ ενδοωmεντ/φουνδατιονσ (−6.63%) ωερε 

ηαρδεστ ηιτ.

Dιφφερενχεσ αmονγ τηε φυνδ τψπεσ χαν βε παρτιαλλψ εξπλαινεδ 

by asset allocations. Taft-Hartley funds beneitted from less 
εξποσυρε το νον−Υ.Σ. εθυιτψ ανδ λαργερ ρεαλ εστατε αλλοχατιονσ 

ϖερσυσ οτηερ φυνδ τψπεσ. Ενδοωmεντ/φουνδατιονσ ωερε νεγα−

tively affected by small relative allocations to ixed income 
ανδ ηιγη αλλοχατιονσ το ϖολατιλιτψ−σενσιτιϖε νον−Υ.Σ. εθυιτψ, 

αλτερνατιϖεσ, ανδ φυνδ−οφ−φυνδσ. Χορπορατε πλανσ� λαργε Υ.Σ. 

ixed income allocations—perhaps due to liability-driven 
ινϖεστmεντσ�ηελπεδ ποστ τηε βεστ ρετυρνσ ιν τηε τοπ θυαρτιλε. 

Ταφτ−Ηαρτλεψ πλανσ χοντινυε το βε τηε τοπ περφορmερσ ιν τηε νεαρ− 

το mιδ−τερm (+0.76%, +7.49%, ανδ +8.01% φορ τηε τραιλινγ ονε−, 

three-, and ive-year time periods, respectively). Corporate 

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Πυβλιχ Dαταβασε −4.87 −2.54 −0.52 6.91 7.55 5.71

Χορπορατε Dαταβασε −4.29 −2.91 −0.61 6.31 7.55 5.91

Ενδοωmεντσ/Φουνδατιονσ Dαταβασε −5.38 −3.04 −1.84 6.43 7.03 5.56

Ταφτ−Ηαρτλεψ Dαταβασε −4.19 −1.53 0.76 7.49 8.01 5.46

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

Ασσετ Αλλοχατορ Στψλε −4.15 −3.12 0.39 7.02 7.84 5.99

Υ.Σ. Βαλανχεδ Dαταβασε −5.84 −3.86 −1.82 7.24 8.06 5.64

Γλοβαλ Βαλανχεδ Dαταβασε −5.77 −4.01 −2.91 4.37 5.46 5.44

60% Ρυσσελλ 3000 + 40% Βαρχλαψσ Αγγ −3.86 −2.78 0.98 8.22 9.42 6.43

60% ΜΣΧΙ Wορλδ + 40% Βαρχλαψσ Γλβλ Αγγ −4.73 −4.41 −4.23 4.49 5.40 4.60

*Returns less than one year are not annualized.

Sources: Callan, Barclays, MSCI, Russell Investment Group

-8%

-6%

-4%

-2%

0%

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

 10th Percentile  -3.61 -1.24 -3.60 -2.97

 25th Percentile  -4.25 -2.96 -4.69 -3.73

 Median  -4.87 -4.29 -5.38 -4.19

 75th Percentile  -5.50 -5.32 -5.96 -4.98

 90th Percentile  -6.04 -6.10 -6.63 -5.78

Source: Callan

Χαλλαν Φυνδ Σπονσορ Ρετυρνσ φορ τηε Θυαρτερ
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ΦΥΝD ΣΠΟΝΣΟΡ (Χοντινυεδ)

φυνδσ ρεταινεδ τηε λεαδ ιν τηε 10−ψεαρ περιοδ (+5.91%). Πυβλιχ 

φυνδσ (−2.54% ψεαρ−το−δατε) στρυγγλεδ ιν τηε mοστ ρεχεντ θυαρ−

τερ ανδ τραιλεδ Ταφτ−Ηαρτλεψ φυνδσ (−1.53% ψεαρ−το−δατε). Ποορ 

ηεδγε φυνδ ανδ οτηερ αλτερνατιϖεσ� περφορmανχε χοντριβυτεδ το 

ενδοωmεντ/φουνδατιονσ� ποορ σηοωινγ αχροσσ αλλ τιmε περιοδσ.

Α 60% Ρυσσελλ 3000 + 40% Βαρχλαψσ Αγγρεγατε (−3.86%) 

Βενχηmαρκ ηασ ουτπερφορmεδ τηε 60% ΜΣΧΙ Wορλδ + 40% 

Βαρχλαψσ Γλοβαλ Αγγρεγατε Βενχηmαρκ (−4.73%) ιν εϖερψ τιmε 

περιοδ σηοων γοινγ βαχκ φορ 15 ψεαρσ. Συπεριορ Υ.Σ. εθυιτψ 

ρετυρνσ ανδ α στρονγ δολλαρ ηαϖε βεεν τηε mαιν δριϖερσ οφ Υ.Σ. 

ϖσ. νον−Υ.Σ. δοmινανχε. Τηε στορψ ισ σιmιλαρ αmονγ Χαλλαν�σ 

βαλανχεδ mαναγερ δαταβασε γρουπσ�τηε Χαλλαν Υ.Σ. 

Βαλανχεδ γρουπ (−5.84%) ουτπερφορmεδ τηε Γλοβαλ Βαλανχεδ 

γρουπ (−5.77%) ιν εϖερψ περιοδ εξχεπτ τηε mοστ ρεχεντ θυαρτερ. 

*Latest median quarter return.

Source: Callan
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Source: Russell Investment Group

Νοσεδιϖε 

Υ.Σ. ΕΘΥΙΤΨ |  Λαυρεν Ματηιασ, ΧΦΑ 

The irst negative quarter for U.S. equities since 2012 had a seem−

ινγλψ σολιδ σταρτ, βυτ τοοκ α νοσεδιϖε ιν Αυγυστ ανδ Σεπτεmβερ. 

Μαχροεχονοmιχ ισσυεσ δροϖε τηε συλλεν ρεσυλτσ, ινχλυδινγ 

Χηινα�σ ωεακενινγ εχονοmψ, τηε Φεδ�σ δελαψ οφ ιντερεστ ρατε 

ινχρεασεσ, ανδ χοmmοδιτψ πριχε δεχλινεσ. Τηε Υ.Σ. εχονοmψ 

is exhibiting some vigor—consumer conidence remained high 
ανδ φυελεδ σπενδινγ; εmπλοψmεντ σηοωεδ στρενγτη ωιτη ρεχορδ−

λοω ϕοβλεσσ χλαιmσ; ανδ ηουσινγ αππεαρεδ σολιδ ωιτη νεω ηοmε 

σαλεσ ατ ηεαλτηψ λεϖελσ. Ενεργψ πριχεσ ιmπαχτεδ τηε ενϖιρονmεντ 

νεγατιϖελψ ανδ ποσιτιϖελψ�χοmmοδιτψ−ρελατεδ χοmπανιεσ φελτ 

παιν ωηιλε χονσυmερσ φελτ ωεαλτηιερ. 

Υνδερλψινγ Υ.Σ. φυνδαmενταλσ ωερε ιmπαχτεδ βψ τουγη γλοβαλ 

mαρκετσ. Τηε στρονγ Υ.Σ. δολλαρ χηαλλενγεδ δοmεστιχ χοmπα−

νιεσ� αβιλιτψ το γροω, νεγατιϖελψ αφφεχτινγ εαρνινγσ ανδ εξπεχ−

τατιονσ γοινγ φορωαρδ. ςολατιλιτψ οφ στοχκσ, ασ mεασυρεδ βψ 

τηε δαιλψ ςΙΞ, πεακεδ φορ τηε ψεαρ ιν Αυγυστ ανδ ρεmαινεδ 

ελεϖατεδ τηρουγηουτ τηε θυαρτερ. Ατ τηε σαmε τιmε, στοχκ χορ−

ρελατιονσ αλσο ινχρεασεδ το αλmοστ τωο τιmεσ τηειρ λονγ−τερm 

αϖεραγε, mακινγ ιτ mορε χηαλλενγινγ φορ αχτιϖε mαναγερσ το 

navigate the decline. Asset lows continued to show a pref−
ερενχε φορ πασσιϖε, ωηιχη ρεmαινσ α σιζαβλε πορτιον οφ Υ.Σ. 

εθυιτψ ασσετσ υνδερ mαναγεmεντ.

Λαργε ανδ σmαλλ χαπ στοχκσ σηοωεδ στρονγ διϖεργενχε ιν 

ρετυρνσ (Ρυσσελλ 2000 Ινδεξ: −11.92% ανδ Ρυσσελλ 1000 

Ινδεξ: −6.83%) ωηιλε mιδ χαπ φελλ ιν βετωεεν (Ρυσσελλ Μιδχαπ 

Ινδεξ: −8.01%). Γροωτη mαινταινεδ ιτσ λεαδ οϖερ ϖαλυε ιν 

mοστ χαπιταλιζατιονσ, βυτ σmαλλ χαπ στοχκσ ωερε αν εξχεπτιον 

(Ρυσσελλ 2000 Γροωτη Ινδεξ: −13.06% ανδ Ρυσσελλ 2000 

ςαλυε Ινδεξ: −10.73%). Μιχρο χαπσ φαρεδ τηε ωορστ (Ρυσσελλ 

Μιχροχαπ Ινδεξ: −13.77%).

Σεχτορ−ωισε, λαργε χαπ Υτιλιτιεσ αλονε εσχαπεδ τηε σηοχκ, ανδ 

Ηεαλτη Χαρε, Ματεριαλσ, ανδ Ενεργψ βορε τηε βρυντ, παρτιχυλαρλψ 

ιν σmαλλ χαπ. Τηε mαγνιτυδε οφ Ηεαλτη Χαρε υνδερπερφορmανχε 

ωασ στρονγερ ιν σmαλλ χαπ δυε το βιοτεχηνολογψ, ρεσυλτινγ ιν 

σmαλλ χαπ γροωτη τραιλινγ ϖαλυε; τηε οπποσιτε ωασ τρυε ιν λαργε 

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

χαπ. Ιν γενεραλ, δεφενσιϖε αρεασ οφ τηε mαρκετ ηελδ υπ ασ ινϖεσ−

τορσ σηιφτεδ το α ρισκ−οφφ mενταλιτψ. Χοmmοδιτψ πριχε δεχλινεσ ανδ 

σλοω γλοβαλ γροωτη ωερε mαϕορ φαχτορσ βεηινδ Ματεριαλσ ανδ 

Ενεργψ ρεσυλτσ. Ασ ισ τψπιχαλ ιν ηιγη−ϖολατιλιτψ περιοδσ, λαργε χαπ 

ουτπερφορmεδ σmαλλ ανδ ηιγη θυαλιτψ βεατ λοω. 

The U.S. equity market experienced an incredibly dificult quar−
τερ, βυτ α φεω ποσιτιϖε γλιmmερσ σηονε τηρουγη: σεχονδ−θυαρτερ 

ΓDΠ ωασ ρεϖισεδ υπ το 3.9%, χονσυmερ σπενδινγ ινχρεασεδ, 

ανδ υνεmπλοψmεντ ωασ ατ ιτσ λοωεστ λεϖελ σινχε 2008. Τηουγη 

αχτιϖε mαναγεmεντ στρυγγλεδ ϖερσυσ τηε βενχηmαρκσ, ψεαρ−το−

δατε ρεσυλτσ αρε φαϖοραβλε. Τηε Υ.Σ. χοντινυεσ το βε τηε βεστ 

ηουσε ιν τηε γλοβαλ εχονοmψ�σ νειγηβορηοοδ. 

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

 10th Percentile  -3.94 -6.89 -7.54 -6.98

 25th Percentile  -4.54 -7.54 -10.10 -8.32

 Median  -5.46 -8.18 -11.84 -9.46

 75th Percentile  -6.16 -9.49 -14.03 -10.36

 90th Percentile  -7.48 -11.00 -15.44 -11.65

   R1000 Growth R1000 Value  R2000 Growth  R2000 Value

 Benchmark  -5.29 -8.39 -13.06 -10.73

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

Υ.Σ. Εθυιτψ Ινδεξ Χηαραχτεριστιχσ ασ οφ Σεπτεmβερ 30, 2015

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

Χαπ Ρανγε Μιν (∃mm)  1,163 8 175 175 8 8

Χαπ Ρανγε Μαξ (∃βν) 629.01 635.44 635.44 26.32 13.44 5.03

Νυmβερ οφ Ισσυεσ 503 2,981 1,025 824 2,470 1,952

% οφ Ρυσσελλ 3000 79% 100% 92% 28% 18% 8%

Wτδ Αϖγ Μκτ Χαπ (∃βν) 119.30 97.52 105.74 11.49 3.87 1.78

Πριχε/Βοοκ Ρατιο 2.5 2.4 2.5 2.3 2.0 1.9

Φορωαρδ Π/Ε Ρατιο 15.1 15.7 15.5 17.1 17.4 18.1

Dιϖιδενδ Ψιελδ 2.3% 2.2% 2.2% 1.9% 1.7% 1.6%

5−Ψρ Εαρνινγσ (φορεχαστεδ) 10.6% 11.3% 11.1% 11.9% 12.6% 13.7%

Sources: Russell Investment Group, Standard & Poor’s
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Λαργε Χαπ Χορε Στψλε −6.80 −4.93 −0.30 12.96 13.59 7.34

Λαργε Χαπ Γροωτη Στψλε −5.46 −1.12 3.94 13.76 13.91 8.17

Λαργε Χαπ ςαλυε Στψλε −8.18 −7.89 −3.76 12.29 12.63 6.65

Αγγρεσσιϖε Γροωτη Στψλε −6.60 −0.72 4.11 13.80 13.16 8.65

Χοντραριαν Στψλε −8.77 −8.50 −4.60 11.97 12.20 6.20

Ψιελδ−Οριεντεδ Στψλε −7.96 −9.32 −5.04 9.97 11.56 6.70

Ρυσσελλ 3000 −7.25 −5.45 −0.49 12.53 13.28 6.92

Ρυσσελλ 1000 −6.83 −5.24 −0.61 12.66 13.42 6.95

Ρυσσελλ 1000 Γροωτη −5.29 −1.54 3.17 13.61 14.47 8.09

Ρυσσελλ 1000 ςαλυε −8.39 −8.96 −4.42 11.59 12.29 5.71

Σ&Π Χοmποσιτε 1500 −6.69 −5.23 −0.30 12.43 13.30 6.93

Σ&Π 500 −6.44 −5.29 −0.61 12.40 13.34 6.80

ΝΨΣΕ −8.74 −7.88 −6.17 8.77 10.59 6.04

Dοω ϑονεσ Ινδυστριαλσ −6.98 −6.95 −2.11 9.26 11.38 7.17

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

Μιδ Χαπ Χορε Στψλε −6.99 −2.54 1.73 14.72 14.56 8.64

Μιδ Χαπ Γροωτη Στψλε −8.28 −2.58 2.79 13.38 13.21 8.77

Μιδ Χαπ ςαλυε Στψλε −8.49 −6.13 −0.63 13.86 13.26 8.31

Ρυσσελλ Μιδχαπ −8.01 −5.84 −0.25 13.91 13.40 7.87

Σ&Π ΜιδΧαπ 400 −8.50 −4.66 1.40 13.12 12.93 8.25

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

Σmαλλ Χαπ Χορε Στψλε −10.08 −4.39 3.61 13.92 14.36 7.90

Σmαλλ Χαπ Γροωτη Στψλε −11.84 −3.91 4.15 12.74 13.94 8.19

Σmαλλ Χαπ ςαλυε Στψλε −9.46 −6.22 1.68 12.65 13.06 7.69

Ρυσσελλ 2000 −11.92 −7.73 1.25 11.02 11.73 6.55

Σ&Π ΣmαλλΧαπ 600 −9.27 −5.49 3.81 13.02 14.04 7.65

ΝΑΣDΑΘ −7.09 −1.61 4.00 15.54 15.72 9.10

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

Σmιδ Χαπ Βροαδ Στψλε −10.48 −4.30 1.89 13.10 13.52 8.62

Σmιδ Χαπ Γροωτη Στψλε −10.98 −2.54 2.08 13.03 13.97 8.63

Σmιδ Χαπ ςαλυε Στψλε −9.96 −6.34 0.36 12.43 12.31 8.15

Ρυσσελλ 2500 −10.30 −5.98 0.38 12.39 12.69 7.40

Σ&Π 1000 −8.73 −4.90 2.12 13.11 13.28 8.05

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

Χονσυmερ Dισχρετιοναρψ −4.17 1.68 10.68 18.19 18.63 9.68

Χονσυmερ Σταπλεσ −0.92 −1.34 6.97 12.88 14.41 10.37

Ενεργψ −18.99 −22.33 −32.51 −5.01 2.94 2.26

Φινανχιαλσ −6.04 −5.66 1.71 14.52 11.57 0.68

Ηεαλτη Χαρε −11.64 −1.52 6.91 20.49 19.54 10.40

Ινδυστριαλσ −8.08 −10.05 −3.78 13.33 12.51 7.23

Ινφορmατιον Τεχηνολογψ −4.77 −2.98 2.26 12.57 13.82 8.68

Ματεριαλσ −17.26 −17.24 −17.89 4.00 6.68 6.98

Τελεχοmmυνιχατιονσ −6.77 −3.45 −7.22 2.40 8.51 6.54

Υτιλιτιεσ 4.20 −6.82 5.28 9.88 11.04 6.72

*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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Στυmβλινγ Dραγον 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ |  Κεϖιν Ναγψ

Νον−Υ.Σ. mαρκετσ ωερε πυmmελεδ ιν τηε τηιρδ θυαρτερ (ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Ινδεξ: −12.10%), ασ χονχερνσ οϖερ Χηινα�σ 

γροωτη χονϖινχεδ mανψ ινϖεστορσ το τακε α ρισκ−οφφ αππροαχη. 

Φεαρσ αβουτ Χηινα�σ σλοωδοων χαmε το α ηεαδ ιν Αυγυστ 

ωηεν Χηινεσε mονεταρψ αυτηοριτιεσ υνεξπεχτεδλψ δεϖαλυεδ 

τηε ρενmινβι. Αττεmπτσ το δαmπεν τηε ενσυινγ ϖολατιλιτψ ωερε 

νοτ ενουγη το πρεϖεντ κνοχκ−ον εφφεχτσ σπρεαδινγ τηρουγηουτ 

τηε ωορλδ.

Τηε παιν ωασ φελτ βψ βοτη δεϖελοπεδ (ΜΣΧΙ Wορλδ εξ ΥΣΑ 

Ινδεξ: −10.57%) ανδ εmεργινγ mαρκετσ (ΜΣΧΙ Εmεργινγ 

Μαρκετσ Ινδεξ: −17.78%). ςαλυε λαγγεδ γροωτη ασ τηε ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Γροωτη (−10.73%) βεστεδ τηε ΜΣΧΙ ΑΧWΙ εξ 

ΥΣΑ ςαλυε (−13.50%). Σmαλλ χαπ στοχκσ ροδε τηε ωαϖε οφ ϖολα−

τιλιτψ βεττερ τηαν λαργε χαπ δυε το λεσσ εξποσυρε το Ενεργψ, βυτ 

ωερε στιλλ δεεπ ιν τηε ρεδ (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ 

Ινδεξ: −10.02%). Ιν δεϖελοπεδ χουντριεσ δεφενσιϖε σεχτορσ 

φαρεδ βεστ, ωιτη Χονσυmερ Σταπλεσ (−1.49%), Υτιλιτιεσ (−4.23%), 

ανδ Ηεαλτη Χαρε (−5.26%) προϖιδινγ τηε mοστ προτεχτιον. 

Ματεριαλσ (−19.67%) ανδ Ενεργψ (−16.83%), βλυδγεονεδ βψ 

φαλλινγ χοmmοδιτψ πριχεσ, ωερε τηε ωορστ περφορmερσ. 

Ευροπεαν στοχκσ ρεγρεσσεδ (ΜΣΧΙ Ευροπε Ινδεξ: −8.69%) 

ασ ηανδ ωρινγινγ οϖερ α ποσσιβλε �Γρεξιτ� αβατεδ ονλψ το βε 

ρεπλαχεδ βψ τυρmοιλ ιν Χηινα. Dενmαρκ (−2.41%) διδ βεστ, δυε 

πριmαριλψ το στρονγ δοmεστιχ περφορmανχε φροm Χονσυmερ 

Dισχρετιοναρψ (+8.54%). Νεαρβψ Νορωαψ ωασ χριππλεδ βψ φαλλ−

ινγ οιλ πριχεσ ανδ ποστεδ τηε λαργεστ λοσσ (−19.13%). Ευροπεαν 

σεχτορσ mιρρορεδ τηε στορψ ιν τηε ρεστ οφ τηε δεϖελοπεδ ωορλδ, 

ωιτη Ενεργψ ανδ Ματεριαλσ (−15.80% ανδ −19.91%, ρεσπεχ−

τιϖελψ) συφφερινγ τηε βιγγεστ λοσσεσ. 

Southeast Asia and the Paciic (MSCI Paciic ex Japan Index: 

−15.97%) τραιλεδ Ευροπε ανδ ρεστ οφ τηε ωορλδ. Σινγαπορε 

(−19.48%), Ηονγ Κονγ (−16.16%), ανδ Αυστραλια (−15.33%) φελτ 

the full force of China’s volatility. Australian Energy irms were 
ηιτ ηαρδ βψ φαλλινγ οιλ πριχεσ ανδ σαγγινγ δεmανδ ιν Χηινα. 

ϑαπαν�σ εχονοmψ σηρυνκ βψ 1.2% ον αν αννυαλιζεδ βασισ 

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

 10th Percentile  -6.60 -7.88 -14.38 -4.22

 25th Percentile  -7.49 -8.76 -15.78 -5.23

 Median  -8.57 -10.02 -16.44 -6.69

 75th Percentile  -10.25 -11.33 -17.47 -8.36

 90th Percentile  -11.88 -12.47 -18.97 -10.08

   MSCI MSCI MSCI  MSCI ACWI
  World ACWI ex USA Emg Mkts ex USA SC 

 Benchmark  -8.45 -12.10 -17.78 -10.02

Sources: Callan, MSCI 
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in the second quarter and inlation remained well below the 
Βανκ οφ ϑαπαν�σ τωο περχεντ ταργετ (ΜΣΧΙ ϑαπαν: −11.80%). 

ϑαπανεσε χαρmακερσ ωερε ηυρτ βψ ρεπορτσ οφ σλοωινγ σαλεσ ιν 

Χηινα; α mασσιϖε εξπλοσιον ατ τηε πορτ οφ Τιανϕιν ιν Αυγυστ τεm−

ποραριλψ σηυτ δοων Τοψοτα�σ λαργεστ Χηινεσε προδυχτιον φαχιλ−

ιτψ. Ενεργψ ανδ Ματεριαλσ ωερε λαγγαρδ σεχτορσ ιν τηε Ινδεξ 
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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)

(−28.24% ανδ −19.35%, ρεσπεχτιϖελψ). Φινανχιαλσ (−17.73%) 

φολλοωεδ ασ ϑαπανεσε βανκσ ωερε βαττερεδ βψ λαργε λοσσεσ ιν 

τηειρ εθυιτψ πορτφολιοσ. 

Εmεργινγ mαρκετσ ωερε ηιτ ηαρδεστ ιν τηισ βροαδ δοωντυρν, ωιτη 

τηε ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ δροππινγ 17.78%. Χηινα 

ωασ τηε mαιν στορψ φορ mυχη οφ τηε θυαρτερ αφτερ α συρπρισε δεϖαλ−

υατιον οφ τηε ρενmινβι ιν Αυγυστ σπαρκεδ φεαρσ τηατ τηε σλοωδοων 

ιν γροωτη ωασ ωορσε τηαν εξπεχτεδ. Χηινα�σ χεντραλ βανκ τριεδ 

το χυρβ τηε ενσυινγ mαρκετ τυρβυλενχε βψ χυττινγ ιντερεστ ρατεσ, 

but met limited success. Speciic to China, only the Telecomm 
(−9.20%) σεχτορ αϖοιδεδ δουβλε−διγιτ λοσσεσ; Ενεργψ (−31.19%), 

Ματεριαλσ (−27.11%), ανδ Φινανχιαλσ (−26.92%) αλλ λοστ mορε τηαν 

α θυαρτερ οφ τηειρ ϖαλυε. Τηε ριππλε εφφεχτσ ωερε φελτ τηρουγηουτ 

Ασια: Ινδονεσια (−24.19%), Μαλαψσια (−18.23%), ανδ Τηαιλανδ 

(−17.51%) αλλ δεχλινεδ σηαρπλψ. Α στρονγ δεϖαλυατιον οφ λοχαλ χυρ−

ρενχιεσ χοντριβυτεδ το τηε γενεραλ σλοωδοων, ασ τηε Μαλαψσιαν 

ρινγγιτ ανδ Ινδονεσιαν ρυπιαη βοτη φελλ το τηειρ λοωεστ λεϖελσ ϖερ−

συσ τηε δολλαρ ιν mορε τηαν 15 ψεαρσ. Εmεργινγ χουντριεσ ουτσιδε 

οφ Ασια ωερε αλσο αφφεχτεδ βψ τηε στρενγτηενινγ Υ.Σ. δολλαρ ανδ 

φαλλινγ χοmmοδιτψ πριχεσ. Βραζιλιαν εθυιτιεσ λοστ οϖερ 30% (ΜΣΧΙ 

Βραζιλ: −33.56%) αmιδ α χορρυπτιον σχανδαλ ινϖολϖινγ τηε στατε−

ρυν ενεργψ χοmπανψ Πετροβρασ, α 22% δεϖαλυατιον οφ τηε ρεαλ, 

ανδ α δοωνγραδε οφ τηε χουντρψ�σ χρεδιτ ρατινγ το βελοω ινϖεστ−

mεντ γραδε βψ Στανδαρδ & Ποορ�σ.
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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 −15.33% −7.33% −8.63% 6.42%

Αυστρια −8.99% −9.16% 0.18% 0.18%

Βελγιυm −7.85% −8.02% 0.18% 1.33%

Dενmαρκ −2.41% −2.59% 0.18% 1.83%

Φινλανδ −5.54% −5.71% 0.18% 0.87%

Φρανχε −6.45% −6.62% 0.18% 10.07%

Γερmανψ −10.89% −11.05% 0.18% 8.85%

Ηονγ Κονγ −16.16% −16.18% 0.03% 3.02%

Ιρελανδ −3.16% −3.34% 0.18% 0.40%

Ισραελ −5.55% −1.73% −3.89% 0.63%

Ιταλψ −4.36% −4.53% 0.18% 2.57%

ϑαπαν −11.80% −13.68% 2.17% 22.52%

Νετηερλανδσ −8.90% −9.07% 0.18% 2.80%

Νεω Ζεαλανδ −7.06% −1.74% −5.41% 0.14%

Νορωαψ −19.13% −12.32% −7.77% 0.58%

Πορτυγαλ −11.55% −11.71% 0.18% 0.15%

Σινγαπορε −19.48% −15.06% −5.30% 1.27%

Σπαιν −11.12% −11.28% 0.18% 3.45%

Σωεδεν −9.16% −8.18% −1.07% 2.95%

Σωιτζερλανδ −6.97% −2.73% −4.35% 9.68%

Υ.Κ. −10.02% −6.58% −3.68% 20.30%

Sources: MSCI, Russell Investment Group, Standard & Poor’s.
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Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Νον−Υ.Σ. Εθυιτψ Στψλε −10.02 −4.05 −6.86 6.31 5.02 4.24

ΜΣΧΙ ΕΑΦΕ −10.23 −5.28 −8.66 5.63 3.98 2.97

ΜΣΧΙ ΕΑΦΕ (λοχαλ) −8.98 −0.95 0.80 12.71 7.71 3.30

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ −12.10 −8.28 −11.78 2.78 2.27 3.49

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Γροωτη −10.73 −5.67 −7.79 3.99 3.08 3.99

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ ςαλυε −13.50 −10.93 −15.72 1.53 1.42 2.94

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

Γλοβαλ Εθυιτψ Στψλε −8.57 −5.01 −3.51 9.59 8.87 5.85

ΜΣΧΙ Wορλδ −8.45 −6.04 −5.09 8.58 8.29 4.73

ΜΣΧΙ Wορλδ (λοχαλ) −7.72 −3.90 −0.78 11.86 10.00 4.77

ΜΣΧΙ ΑΧWΙ −9.34 −6.65 −6.16 7.52 7.39 5.14

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

ΜΣΧΙ Ευροπε −8.69 −5.20 −9.33 6.03 4.28 3.31

ΜΣΧΙ Ευροπε (λοχαλ) −6.99 −0.25 −0.25 10.09 6.91 3.88

ΜΣΧΙ ϑαπαν −11.80 0.21 −2.22 8.96 4.91 1.14

ΜΣΧΙ ϑαπαν (λοχαλ) −13.68 0.10 6.76 25.81 12.75 1.70

MSCI Paciic ex Japan −15.97 −15.48 −16.77 −2.00 0.87 5.15

MSCI Paciic ex Japan (local) −10.74 −6.50 −3.68 6.87 4.99 5.32

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

Εmεργινγ Μαρκετ Στψλε −16.44 −14.62 −17.72 −3.58 −2.56 5.29

ΜΣΧΙ Εmεργινγ Μαρκετσ −17.78 −15.22 −18.98 −4.93 −3.25 4.60

ΜΣΧΙ Εmεργινγ Μαρκετσ (λοχαλ) −11.97 −6.86 −6.79 2.45 2.09 6.91

ΜΣΧΙ Φροντιερ Μαρκετσ −10.57 −13.39 −24.19 6.28 2.16 −1.96

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

Νον−Υ.Σ. Σmαλλ Χαπ Στψλε −6.69 3.39 1.29 11.71 9.47 6.87

ΜΣΧΙ Wορλδ εξ ΥΣΑ Σmαλλ Χαπ −8.03 −0.34 −3.71 7.48 5.74 4.23

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ −10.02 −2.54 −6.42 5.51 3.85 5.11

ΜΣΧΙ Εmεργινγ Μαρκετ Σmαλλ Χαπ −16.67 −9.80 −15.23 −1.09 −2.43 6.79

*Returns less than one year are not annualized.

Sources: Callan, MSCI

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Α Λιττλε Λονγερ το Λιφτοφφ 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κεϖιν Μαχηιζ, ΧΦΑ, ΦΡΜ

Ιντερεστ ρατεσ mοϖεδ λοωερ ιν τηε τηιρδ θυαρτερ αmιδ α βροαδ−

based light to quality—apprehension over China’s economy 
ανδ χοmmοδιτψ πριχεσ αππεαρεδ το βε τηε πριmαρψ σουρχεσ οφ 

concern. The yield curve lattened signiicantly as yield spreads 
ωιδενεδ αχροσσ νον−Τρεασυρψ σεχτορσ ανδ τηε Βαρχλαψσ 

Αγγρεγατε Ινδεξ ροσε 1.23%. 

Τηε Υ.Σ. εχονοmψ εξπανδεδ ατ α mοδερατε παχε ωιτη τηε συπ−

port of ixed investment by businesses, household spending, 
and the jobs market. Inlation nevertheless remained below the 
Φεδ�σ τωο περχεντ ταργετ.  

Wηιλε mανψ mαρκετ παρτιχιπαντσ πρεϖιουσλψ ποιντεδ το τηε Φεδ�σ 

Σεπτεmβερ mεετινγ ασ α λικελψ δατε φορ ιντερεστ ρατε ηικεσ, 

τηε Φεδ ονχε αγαιν πεγγεδ τηε φεδεραλ φυνδσ ανδ δισχουντ 

ρατεσ ατ 0.00%�0.25% ανδ 0.75%, ρεσπεχτιϖελψ. Τηε Φεδ χιτεδ 

global economic and inancial developments as concerns. The 
Φεδ mεντιονεδ, ανδ Χηαιρ Ψελλεν ρειτερατεδ ιν α συβσεθυεντ 

speech, that market-based measures of inlation expectations 
ηαδ δεχλινεδ.

Τηε 10−ψεαρ Υ.Σ. Τρεασυρψ ψιελδ δεχρεασεδ 32 βπσ. Ψιελδσ ον 

λονγερ−τερm βονδσ δεχρεασεδ βψ α σιmιλαρ αmουντ. Τηε mαρκετ�σ 

expectation for the irst hike in the fed funds rate was pushed 
back to March 2016. The breakeven inlation rate (the differ−
ενχε βετωεεν νοmιναλ ανδ ρεαλ ψιελδσ) ον τηε 10−ψεαρ Τρεασυρψ 

decreased signiicantly (47 bps) to 1.43%, as Treasury Inlation-
Προτεχτεδ Σεχυριτιεσ υνδερπερφορmεδ νοmιναλ Τρεασυριεσ.

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

 10th Percentile  1.15 1.47 0.93 3.04 -2.79

 25th Percentile  1.04 1.31 0.73 2.30 -3.42

 Median  0.89 1.10 0.40 1.94 -4.34

 75th Percentile  0.74 0.84 -0.19 1.55 -5.06

 90th Percentile  0.56 0.59 -0.72 0.76 -5.93

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

 Benchmark  1.08 1.23 1.23 2.18 -4.86

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

Νον−Τρεασυρψ σεχτορσ βροαδλψ υνδερπερφορmεδ λικε−δυρα−

τιον Τρεασυριεσ. Χρεδιτ ωασ αmονγ τηε ωορστ ασ Φινανχιαλσ, 

Ινδυστριαλσ, ανδ Υτιλιτιεσ λαγγεδ βψ 0.30%, 2.14%, ανδ 1.01% 

ρεσπεχτιϖελψ. Wιτηιν Ινδυστριαλσ, Ενεργψ ανδ Μεταλσ & Μινινγ 

χοmπανιεσ ωερε ηιτ ηαρδεστ, τραιλινγ λικε−δυρατιον Τρεασυριεσ βψ 

4.97% ανδ 9.45%, ρεσπεχτιϖελψ. Μορτγαγε−βαχκεδ σεχυριτιεσ 

(ΜΒΣ) (−0.22%) ανδ Χοmmερχιαλ ΜΒΣ (−0.05%) αλσο στρυγγλεδ. 

Ασσετ−βαχκεδ σεχυριτιεσ βεατ λικε−δυρατιον Τρεασυριεσ βψ 0.16%.  

Ηιγη ψιελδ χορπορατε βονδσ αλσο περφορmεδ ποορλψ. Τηε Βαρχλαψσ 

Χορπορατε Ηιγη Ψιελδ Ινδεξ ενδεδ ιν τηε ρεδ (−4.86%). Νεω 

ισσυε αχτιϖιτψ ισ ον παχε ωιτη τηε πρεϖιουσ τηρεε χαλενδαρ ψεαρσ. 

Ψεαρ−το−δατε, τηερε ωασ αππροξιmατελψ ∃224 βιλλιον ιν νεω ισσυ−

ανχε οφ ηιγη ψιελδ βονδσ, δοων φροm ∃246 βιλλιον οϖερ τηε σαmε 

περιοδ ιν 2014.

Υ.Σ. Φιξεδ Ινχοmε Ινδεξ Χηαραχτεριστιχσ ασ οφ Σεπτεmβερ 30, 2015

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

Βαρχλαψσ Αγγρεγατε 2.31 5.60 7.86 100.00%

Βαρχλαψσ Γοϖτ/Χρεδιτ 2.19 6.22 8.45 100.00% 69.12%

Ιντερmεδιατε 1.69 3.97 4.31 79.20% 54.74%

Λονγ−Τερm 4.09 14.77 24.22 20.80% 14.38%

Βαρχλαψσ Γοϖτ 1.36 5.65 6.92 57.08% 39.46%

Βαρχλαψσ Χρεδιτ 3.29 6.98 10.49 42.92% 29.66%

Βαρχλαψσ ΜΒΣ 2.61 4.20 6.69 28.36%

Βαρχλαψσ ΑΒΣ 1.47 2.42 2.58 0.57%

Βαρχλαψσ ΧΜΒΣ 2.45 4.82 5.39 1.89%

Βαρχλαψσ Χορπ Ηιγη Ψιελδ 8.04 4.39 6.25

Source: Barclays

Excess Return versus Like-Duration Treasuries

0.00%

-0.57%

0.05%

-0.05%

0.16%

-0.22%

-1.70%

-6.31%

Absolute Return

Source: Barclays

Barclays Treasury

Barclays Aggregate

Barclays Agencies

Barclays MBS

Barclays CMBS

Barclays ABS

Barclays Credit

Barclays Corp. High Yield

1.76%

1.23%

1.06%

1.54%

0.74%

1.30%

0.53%

-4.86%

-5%

0%

5%

10%

15%

20%

U.S. Credit Bellwether 10-Year Swap

Barclays High YieldMBS

ABS

CMBS ERISA

07 08 09 10 11 12 13 14 150605

Source: Barclays

Φιξεδ Ινχοmε Ινδεξ Θυαρτερλψ Ρετυρνσ

Εφφεχτιϖε Ψιελδ Οϖερ Τρεασυριεσ
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Χορε Βονδ Στψλε 1.10 1.29 3.00 2.05 3.61 5.10

Χορε Βονδ Πλυσ Στψλε 0.40 0.70 2.19 2.38 4.22 5.48

Βαρχλαψσ Αγγρεγατε 1.23 1.13 2.94 1.71 3.10 4.64

Βαρχλαψσ Γοϖτ/Χρεδιτ 1.20 0.90 2.73 1.59 3.09 4.61

Βαρχλαψσ Γοϖτ 1.71 1.79 3.68 1.30 2.47 4.27

Βαρχλαψσ Χρεδιτ 0.53 −0.26 1.50 2.02 4.09 5.28

Χιτι Βροαδ Ινϖεστmεντ Γραδε 1.12 1.06 2.85 1.67 3.06 4.72

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

Εξτενδεδ Ματυριτψ Στψλε 1.94 −2.59 2.85 2.70 6.50 7.13

Βαρχλαψσ Λονγ Γοϖτ/Χρεδιτ 2.18 −2.39 3.09 2.17 5.96 6.65

Βαρχλαψσ Λονγ Γοϖτ 4.97 0.22 8.62 2.78 6.18 6.92

Βαρχλαψσ Λονγ Χρεδιτ 0.52 −3.93 −0.03 1.87 5.84 6.35

Χιτι Πενσιον Dισχουντ Χυρϖε 3.23 −3.77 4.15 2.22 8.08 7.85

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

Ιντερmεδιατε Στψλε 0.89 1.73 2.70 1.65 2.78 4.66

Βαρχλαψσ Ιντερmεδιατε Αγγρεγατε 1.08 1.73 2.95 1.64 2.69 4.37

Βαρχλαψσ Ιντερmεδιατε Γοϖτ/Χρεδιτ 0.95 1.77 2.68 1.45 2.42 4.17

Βαρχλαψσ Ιντερmεδιατε Γοϖτ 1.21 2.03 3.00 1.10 1.88 3.85

Βαρχλαψσ Ιντερmεδιατε Χρεδιτ 0.54 1.36 2.17 2.09 3.47 4.91

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

Dεφενσιϖε Στψλε 0.34 1.14 1.39 1.05 1.45 3.14

Αχτιϖε Dυρατιον Στψλε 1.11 1.52 2.71 1.73 3.05 4.72

Μονεψ Μαρκετ Φυνδσ (νετ οφ φεεσ) 0.00 0.01 0.01 0.01 0.01 1.25

ΜΛ Τρεασυρψ 1�3−Ψεαρ 0.31 0.98 1.16 0.67 0.76 2.54

90−Dαψ Τρεασυρψ Βιλλσ 0.01 0.02 0.02 0.06 0.08 1.33

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

Ηιγη Ψιελδ Στψλε −4.34 −1.48 −2.07 4.12 6.47 7.30

Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ −4.86 −2.45 −3.43 3.51 6.15 7.25

ΜΛ Ηιγη Ψιελδ Μαστερ −4.88 −2.51 −3.54 3.42 5.90 7.04

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

Μορτγαγε Στψλε 1.26 1.92 3.68 2.39 3.55 5.00

Βαρχλαψσ ΜΒΣ 1.30 1.61 3.43 1.98 3.03 4.71

Βαρχλαψσ ΑΒΣ 0.74 1.83 2.38 1.21 2.12 3.41

Βαρχλαψσ ΧΜΒΣ 1.54 2.24 3.72 2.52 4.54 5.39

Μυνιχιπαλ Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Βαρχλαψσ Μυνι 1.65 1.77 3.16 2.88 4.14 4.64

Βαρχλαψσ Μυνι 1�10−Ψεαρ 1.32 1.64 2.22 2.07 3.00 4.05

Βαρχλαψσ Μυνι 3−Ψεαρ 0.80 1.19 1.07 1.24 1.66 3.04

ΤΙΠΣ Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Βαρχλαψσ ΤΙΠΣ Φυλλ Dυρατιον −1.15 −0.80 −0.83 −1.83 2.55 4.01

Βαρχλαψσ ΤΙΠΣ 1−10 Ψεαρ −0.86 0.18 −0.82 −1.39 1.79 3.56

*Returns of  less than one year are not annualized.

Sources: Barclays, Callan, Citigroup, Merrill Lynch

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

Dεϖελοπεδ σοϖερειγν βονδσ περφορmεδ ωελλ ρελατιϖε το Υ.Σ. 

βονδσ ασ ιντερεστ ρατεσ φελλ δυε το mουντινγ χονχερνσ οϖερ α 

σλοωινγ γλοβαλ εχονοmψ. Τηε Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ 

Βονδ Ινδεξ εαρνεδ 1.71% φορ τηε θυαρτερ, βυτ ισ δοων 4.22% 

ψεαρ−το−δατε. Ηεδγεδ ιν Υ.Σ. δολλαρσ, τηε Ινδεξ ισ υπ 1.97%, ουτ−

περφορmινγ τηε υνηεδγεδ ινϖεστορσ πριmαριλψ δυε το βροαδ−βασεδ 

ωεακνεσσ αγαινστ τηε Υ.Σ. δολλαρ. Τηε �σαφε−ηαϖεν� Γερmαν 

bund gained nearly 2% with the yield inishing at 0.58%. Energy-
ρελατεδ χυρρενχψ ωεακνεσσ ιν Χαναδα ανδ Αυστραλια τρανσλατεδ 

ιντο δισαπποιντινγ ρετυρνσ ον αν υνηεδγεδ βασισ (βοτη δοων 

6%). Τηε Χαναδιαν εχονοmψ σηρανκ φορ τωο στραιγητ θυαρτερσ�

oficially a recession. Italy was the best performer in the Index, 
εξπανδινγ mορε τηαν 4% ον βοτη α ηεδγεδ ανδ υνηεδγεδ βασισ.

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

(Υ.Σ. Dολλαρ)

Χουντρψ Τοταλ Λοχαλ Χυρρενχψ Wτγ

Αυστραλια −6.19% 2.68% −8.63% 1.93%

Αυστρια 1.88% 1.70% 0.18% 1.82%

Βελγιυm 2.48% 2.30% 0.18% 2.96%

Χαναδα −5.93% 1.02% −6.88% 2.32%

Dενmαρκ 1.95% 1.77% 0.18% 0.81%

Φινλανδ 1.70% 1.51% 0.18% 0.71%

Φρανχε 2.13% 1.94% 0.18% 11.55%

Γερmανψ 1.96% 1.77% 0.18% 8.92%

Ιρελανδ 2.71% 2.52% 0.18% 0.95%

Ιταλψ 4.31% 4.11% 0.18% 11.39%

ϑαπαν 3.06% 0.87% 2.17% 33.06%

Μαλαψσια −14.57% −0.47% −14.17% 0.50%

Μεξιχο −6.04% 1.48% −7.41% 1.16%

Νετηερλανδσ 1.90% 1.71% 0.18% 2.96%

Νορωαψ −5.71% 2.23% −7.77% 0.33%

Πολανδ 1.09% 2.21% −1.10% 0.68%

Σινγαπορε −4.34% 1.02% −5.30% 0.41%

Σουτη Αφριχα −11.43% 0.89% −12.22% 0.56%

Σπαιν 3.01% 2.82% 0.18% 6.42%

Σωεδεν 0.45% 1.54% −1.07% 0.54%

Σωιτζερλανδ −3.68% 0.71% −4.35% 0.35%

Υ.Κ. −0.49% 3.32% −3.68% 9.72%

Source: Citigroup

Ιν Αυγυστ, Χηινα�σ συρπρισε χηανγε ιν εξχηανγε−ρατε πολιχψ 

ηειγητενεδ ρισκ αϖερσιον ανδ πιλεδ οντο τηε αλρεαδψ στρονγ ηεαδ−

ωινδσ φαχινγ εmεργινγ mαρκετ βονδσ. Σλοωινγ δεmανδ φροm 

China, falling commodity prices, capital outlows, and worries 
οϖερ α Φεδ ηικε αλλ χοντριβυτεδ το ποορ περφορmανχε. Τηε ϑΠΜ 

EMBI Global Diversiied Index σλιππεδ βψ 1.71%. Εmεργινγ 

mαρκετ χυρρενχιεσ ωερε παρτιχυλαρλψ ηαρδ ηιτ, ασ τηε λοχαλ χυρ−

ρενχψ−δενοmινατεδ JPM GBI-EM Global Diversiied Index 

σανκ 10.54%�τηε   ωορστ θυαρτερλψ περφορmανχε σινχε λατε 2011.

  

Τηε εmεργινγ Αmεριχασ εξηιβιτεδ τηε ηιγηεστ ινχρεασε ιν ψιελδσ. 

Brazil, suffering from the sharp drop in oil prices, as  well as is−

χαλ ανδ πολιτιχαλ χηαλλενγεσ, ωασ δοωνγραδεδ βψ Σ&Π το ϕυνκ 

10−Ψεαρ Γλοβαλ Γοϖερνmεντ Βονδ Ψιελδσ
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ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)

στατυσ; τηε χουντρψ ηασ σεεν ιτσ χυρρενχψ δεχλινε βψ ρουγηλψ 40% 

οϖερ τηε παστ ψεαρ. Βραζιλ (−9.97%) ωασ τηε mοστ νοταβλε υνδερ−

performer in the dollar-denominated Global Diversiied Index. 
Υκραινε συργεδ +50.18% φολλοωινγ αν αγρεεmεντ ωιτη χρεδιτορσ 

ωηερεβψ βονδηολδερσ ωουλδ τακε α 20% ηαιρχυτ ιν ρετυρν φορ α 

πορτιον οφ φυτυρε ΓDΠ γροωτη, συβϕεχτ το α σετ φορmυλα. Αmονγ 

λοχαλ χυρρενχψ βονδσ, παιν ωασ ωιδεσπρεαδ. Βραζιλ (−24.66%), 

Χολοmβια (−18.05%), Τυρκεψ (−14.76%), Μαλαψσια (−14.48%), 

Ινδονεσια (−14.15%), ανδ Ρυσσια (−13.19%), αλλ συφφερεδ δουβλε−

digit declines. The yield on the GBI-EM Global Diversiied Index 
ωασ 7% ασ οφ θυαρτερ ενδ, ωιτη Βραζιλ ατ 15% ανδ Ρυσσια ανδ 

Τυρκεψ βοτη οϖερ 10%. 

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

 10th Percentile  1.85 1.86 -1.45 -6.42

 25th Percentile  1.44 0.67 -2.41 -9.56

 Median  0.79 0.42 -3.35 -10.66

 75th Percentile  0.14 -1.35 -4.17 -11.25

 90th Percentile  -2.43 -4.45 -6.04 -12.17

   Citi World Citi Non-U.S.  JPM EMBI JPM GBI-EM
  Gov  World Gov  Gl Div Gl Div

 Benchmark   1.71 1.71 -1.71 -10.54
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Γλοβαλ Στψλε 0.79 −2.30 −3.40 −1.53 1.15 4.32

Χιτι Wορλδ Γοϖτ 1.71 −2.38 −3.83 −2.85 −0.19 3.37

Χιτι Wορλδ Γοϖτ (Λοχαλ) 1.89 1.27 4.01 3.52 3.51 3.77

Βαρχλαψσ Γλοβαλ Αγγρεγατε 0.85 −2.25 −3.26 −1.59 0.81 3.71

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

Νον−Υ.Σ. Στψλε 0.42 −5.24 −7.99 −3.54 0.18 3.58

Χιτι Νον−Υ.Σ. Wορλδ Γοϖτ 1.71 −4.22 −7.01 −4.59 −1.32 2.92

Χιτι Νον−Υ.Σ. Wορλδ Γοϖτ (Λοχαλ) 1.97 1.04 4.13 4.44 3.95 3.69

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

Χιτι Ευρο Γοϖτ Βονδ 2.74 −6.67 −8.12 1.52 1.11 3.76

Χιτι Ευρο Γοϖτ Βονδ (Λοχαλ) 2.55 1.18 3.98 5.80 4.89 4.37

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

JPM EMBI Global Diversiied −1.71 −0.07 −0.62 1.50 4.73 6.89

JPM GBI-EM Global Diversiied −10.54 −14.91 −19.77 −8.72 −3.56 4.45

*Returns less than one year are not annualized. 

Sources: Callan, Citigroup, JPMorgan Chase

Εmεργινγ Σπρεαδσ Οϖερ Dεϖελοπεδ (Βψ Ρεγιον)
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Μ&Α, Ηερε το Σταψ?

ΡΕΑΛ ΕΣΤΑΤΕ |  Μικε Πριττσ

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ αδϖανχεδ 3.09%, ρεχορδινγ 

α 1.22% ινχοmε ρετυρν ανδ 1.87% αππρεχιατιον ρετυρν. Τηε 

Index’s cash low return was 0.68% (3.22% for the trailing four 
θυαρτερσ). Τηερε ωερε 204 ασσετ τραδεσ, ρεπρεσεντινγ ∃7.8 βιλ−

λιον οφ οϖεραλλ τρανσαχτιοναλ ϖολυmε. Τηισ ρεmαινσ αηεαδ οφ τηε 

∃5.0 βιλλιον 10−ψεαρ θυαρτερλψ τρανσαχτιοναλ αϖεραγε. Τηε πεακ 

ϖολυmε οϖερ τηε πριορ 10−ψεαρ περιοδ ωασ ∃8.7 βιλλιον ιν τηε 

σεχονδ θυαρτερ οφ 2007.

Πριχινγ χοολεδ σλιγητλψ φροm τηε ρεχεντ χαπιταλιζατιον−ρατε χοm−

πρεσσιον τρενδ ασ εθυαλ−ωειγητεδ τρανσαχτιοναλ χαπιταλιζατιον 

rates increased to 5.91%. This relects a slight expansion from 
τηε σεχονδ θυαρτερ�σ λοω. Οϖερ τηε πριορ χψχλε, θυαρτερλψ εθυαλ−

ωειγητεδ τρανσαχτιοναλ χαπιταλιζατιον ρατεσ διππεδ το α λοω οφ 

5.46% ιν τηε φουρτη θυαρτερ οφ 2007 ανδ εξπανδεδ το α πεακ οφ 

8.46% ιν τηε τηιρδ θυαρτερ οφ 2009. Αππραισαλ χαπιταλιζατιον ρατεσ 

δεχρεασεδ φροm 4.81% το 4.67%. Οϖερ τηε πριορ χψχλε, τηεσε 

ρατεσ δεχλινεδ το α λοω οφ 4.89% (ιν τηε τηιρδ θυαρτερ οφ 2008).

Ον α πρελιmιναρψ βασισ, τηε NCREIF Open End Diversiied 
Χορε Εθυιτψ Ινδεξ προδυχεδ α 3.68% τοταλ ρετυρν, χοmπρισ−

ινγ α 1.16% ινχοmε ρετυρν ανδ α 2.51% αππρεχιατιον ρετυρν. 

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

Dεϖελοπεδ ΡΕΙΤσ Ινδεξ (ΥΣD) δεχλινεδ 1.42% ανδ Υ.Σ. 

ΡΕΙΤσ τραχκεδ βψ τηε ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ ΡΕΙΤσ Ινδεξ 

ινχρεασεδ 2.00%. 

Ιν τηε Υ.Σ., σεχτορσ ωερε mιξεδ ανδ mαρκετσ ϖολατιλε. Βψ σεχτορ, 

Σελφ−Στοραγε (+16.14%) λεδ, φολλοωεδ βψ Ρεσιδεντιαλ (+6.94%), 

Ινδυστριαλ (+5.00%), Μαλλσ (+4.12%), ανδ Ηεαλτη Χαρε (+2.41%); 

Ofice (-1.24%), and Lodging (-13.73%) dipped. U.S. REITs 
ραισεδ ∃8.6 βιλλιον φολλοωινγ τηε χοmπλετιον οφ ειγητ σεχονδαρψ 

οφφερινγσ ραισινγ ∃1.7 βιλλιον, ονε πρεφερρεδ εθυιτψ οφφερινγ ραισ−

ινγ ∃288 mιλλιον, ανδ 15 υνσεχυρεδ δεβτ οφφερινγσ ραισινγ ∃6.7 

βιλλιον. Τηερε ωερε νο Υ.Σ. ΡΕΙΤ ΙΠΟσ; τηε θυαρτερ ηαδ τηε λοω−

εστ αmουντ οφ χαπιταλ ραισεδ βψ τηε ΡΕΙΤ mαρκετ σινχε Θ4 2011 

and the ifth lowest quarterly capital raise since the beginning 

of 2009. In large part, 2015 has been dominated by signiicant 
Μ&Α αχτιϖιτψ αmονγ α νυmβερ οφ λαργε ρεαλ εστατε ινϖεστορσ 

driven by inexpensive inancing and signiicant amounts of capi−
ταλ σεεκινγ ρεαλ εστατε. Νοταβλε αmονγ τηε ρεχεντ δεαλ αχτιϖ−

ιτψ ισ Βλαχκστονε�σ αννουνχεδ οφφερ το αχθυιρε Στρατεγιχ Ηοτελσ 

ανδ ΒιοΜεδ Ρεαλτψ Τρυστ ανδ, mορε ρεχεντλψ, τηε αννουνχεδ 

mεργερ οφ Σταρωοοδ Wαψποιντ ανδ Χολονψ Αmεριχαν. Ιν τηε Υ.Σ., 

Μ&Α αχτιϖιτψ τηρουγη τηε τηιρδ θυαρτερ οφ τηισ ψεαρ ηασ αλρεαδψ 

εξχεεδεδ αλλ οφ 2014. 

Υ.Σ. ΡΕΙΤ ινδιχεσ χοντινυεδ τηειρ σλιδε υπ υντιλ τηε mιδ−Σεπ−

τεmβερ ΦΟΜΧ mεετινγ ωηερε τηε δεχισιον ωασ mαδε νοτ το 

ινχρεασε τηε δισχουντ ρατε. Wιτη υπδατεδ χλαριτψ ον νεαρ−τερm 

Φεδ mοϖεσ, ΡΕΙΤ mαρκετσ βεγαν το αππρεχιατε τοωαρδ τηε ενδ 

οφ τηε τηιρδ θυαρτερ ανδ ιντο τηε φουρτη. Λιστεδ ρεαλ εστατε βεατ 

βροαδ εθυιτψ mαρκετσ. Α χοmβινατιον οφ βοτη Υ.Σ. εχονοmιχ ουτ−

περφορmανχε ανδ α λοω ιντερεστ ρατε ενϖιρονmεντ χοντινυεσ το 

mακε Υ.Σ. χοmmερχιαλ προπερτψ αν αττραχτιϖε δεστινατιον φορ βοτη 

U.S. and non-U.S. investors. Capital lows have created a $9 
βιλλιον ινϖεστmεντ θυευε φορ οπεν−ενδεδ χορε φυνδσ ασ ωελλ ασ α 

ηεαλτηψ ∃74 βιλλιον ινϖεστεδ ιν Υ.Σ. χοmmερχιαλ ρεαλ εστατε οϖερ 

τηε λαστ 12 mοντησ. 

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ
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ΡΕΑΛ ΕΣΤΑΤΕ (Χοντινυεδ)

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

Πριϖατε Ρεαλ Εστατε Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Ρεαλ Εστατε Dαταβασε (νετ οφ φεεσ) 2.92 10.24 14.12 13.06 13.70 5.55

ΝΧΡΕΙΦ Προπερτψ 3.09 10.18 13.54 11.92 12.56 8.02

ΝΦΙ−ΟDΧΕ (ϖαλυε ωτδ. νετ) 3.58 10.67 14.02 12.44 12.98 5.74

Πυβλιχ Ρεαλ Εστατε Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

ΡΕΙΤ Dαταβασε 2.63 −2.94 11.38 10.10 12.89 7.88

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 2.00 −3.79 9.88 9.59 12.00 6.82

Γλοβαλ Ρεαλ Εστατε Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Γλοβαλ ΡΕΙΤ Dαταβασε −0.73 −3.00 5.16 8.18 9.08 6.38

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ −1.42 −4.16 3.58 7.05 8.33 5.42

*Returns less than one year are not annualized.

All REIT returns are reported gross in USD. 

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

ΝΧΡΕΙΦ Τρανσαχτιον ανδ Αππραισαλ Χαπιταλιζατιον Ρατεσ ΝΧΡΕΙΦ Χαπιταλιζατιον Ρατεσ βψ Προπερτψ Τψπε
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Ιν Ευροπεαν χορε mαρκετσ, ινϖεστmεντ αχτιϖιτψ ισ ρετυρνινγ το 

crisis countries. Yet the threat of delation remains given falling 
γλοβαλ χοmmοδιτψ πριχεσ ανδ τηε δεχλινε ιν τηε ευρο ϖερσυσ τηε 

Υ.Σ. δολλαρ. Πριmε ψιελδσ ιν χορε mαρκετσ αρε ατ ϖερψ λοω λεϖελσ 

ρανγινγ φροm 2.5% ιν Λονδον το 4.5% ιν Μαδριδ. Τρανσαχτιον ϖολ−

υmεσ ινχρεασεδ ασ α ρεσυλτ οφ αχχελερατινγ χροσσ−βορδερ γλοβαλ 

investment into Europe. There is a signiicant dispersion in prime 
ofice rental rates across Europe ranging from €200 (per square 
meter) in Barcelona, €500 in Paris, all the way up to €1,500 in 
Λονδον�σ Wεστ Ενδ. 

Ασιαν ρεαλ εστατε mαρκετσ χοντινυεδ το φαχε mαχρο ηεαδωινδσ 

στεmmινγ φροm χοντραχτινγ ινδυστριαλ αχτιϖιτψ ανδ σλοωινγ εξπορτ 

demand. Despite the pressures, low ofice vacancy rates within 
major Asian cities remained the dominant theme. Ofice build−

ινγσ ιν Ηονγ Κονγ ωερε αφφεχτεδ βψ τηε λαχκ οφ νεω συππλψ ανδ 

εξχεσσ δεmανδ, πυσηινγ ρενταλ ρατεσ υπωαρδσ. Τοκψο σηοωεδ 

improvements in terms of ofice occupancy rates and acceler−
ατινγ ρενταλ γροωτη ρατεσ, γιϖινγ ρισε το ινχρεασεδ πριχινγ ποωερ 

φορ λανδλορδσ.

ΧΜΒΣ ισσυανχε ρεαχηεδ ∃23.1 βιλλιον, α πυλλ βαχκ φροm τηε 

∃27.4 βιλλιον ισσυανχε ϖολυmε φροm τηε σεχονδ θυαρτερ οφ 2015 

ανδ ∃28.1 βιλλιον ιν τηε τηιρδ θυαρτερ οφ 2014. Τοταλ ισσυανχε φορ 

τηε τραιλινγ 12 mοντησ ωασ ∃102.8 βιλλιον, α ρεδυχτιον φροm τηε 

ρεχεντ πεακ ατ τηε ενδ οφ τηε σεχονδ θυαρτερ οφ 2015. 
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Πριϖατε Εθυιτψ Περφορmανχε Dαταβασε (%) (Ποολεδ Ηοριζον ΙΡΡσ τηρουγη Μαρχη 31, 2015∗)

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

Αλλ ςεντυρε 3.9 22.4 18.6 17.2 10.9 3.8 27.7 

Γροωτη Εθυιτψ 3.1 10.8 13.0 13.6 12.8 9.7 14.8 

Αλλ Βυψουτσ 1.3 7.7 13.3 14.3 12.6 10.9 13.1 

Μεζζανινε −0.1 7.1 10.9 11.2 10.8 7.2 10.0 

Dιστρεσσεδ 1.6 5.7 12.2 11.4 10.3 11.0 11.3 

Αλλ Πριϖατε Εθυιτψ 2.0 10.1 13.9 14.2 12.0 8.9 14.4 

Σ&Π 500 Ινδεξ 1.0 12.7 16.1 14.5 8.0 4.2 9.4 

Private equity returns are net of  fees. 

Sources: Standard & Poor’s, Thomson/Cambridge 

*Most recent data available at time of  publication

Πυβλιχ ςολατιλιτψ Πριϖατε Σλοωδοων   

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Γαρψ Ροβερτσον

Ιν φυνδραισινγ, Πριϖατε Εθυιτψ Αναλψστ ρεπορτσ τηατ νεω χοmmιτ−

mεντσ τοταλεδ ∃53.7 βιλλιον ωιτη 179 νεω παρτνερσηιπσ φορmεδ, 

δοων 38% φροm τηε σεχονδ θυαρτερ�σ ∃87.1 βιλλιον ανδ 231 παρτ−

νερσηιπσ φορmεδ. Wιτη τηε σλοωινγ οφ χοmmιτmεντσ ανδ υνχερ−

ταιντψ χαυσεδ βψ τηε θυαρτερ�σ ϖολατιλε πυβλιχ στοχκ mαρκετ, 2015�σ 

φυνδραισινγ ωιλλ λικελψ βε ιν τηε ϖιχινιτψ οφ λαστ ψεαρ�σ ∃266 mιλλιον. 

Αχχορδινγ το Βυψουτσ Ινσιδερ, τηε ινϖεστmεντ παχε βψ φυνδσ 

ιντο χοmπανιεσ τοταλεδ 406 τρανσαχτιονσ, υπ φροm 358 δεαλσ ιν 

τηε σεχονδ θυαρτερ. Τηε αννουνχεδ αγγρεγατε δολλαρ ϖολυmε 

φελλ το ∃11.4 βιλλιον (φροm ∃24.3 βιλλιον). Ονλψ ονε δεαλ ωιτη αν 

αννουνχεδ ϖαλυε οφ mορε τηαν ∃1 βιλλιον χλοσεδ δυρινγ τηε θυαρ−

τερ, Χαρλψλε−οωνεδ ΧοmmΣχοπε�σ ∃3.1 βιλλιον αδδ−ον αχθυισι−

τιον οφ Βροαδβανδ Νετωορκ Σολυτιονσ. 

Αχχορδινγ το τηε Νατιοναλ ςεντυρε Χαπιταλ Ασσοχιατιον, ινϖεστ−

mεντσ ιν ϖεντυρε χαπιταλ χοmπανιεσ τοταλεδ ∃16.3 βιλλιον ιν 1,070 

rounds of inancing. The dollar volume and number of rounds 
βοτη δροππεδ χοmπαρεδ το τηε σεχονδ θυαρτερ�σ ∃17.5 βιλλιον 

ανδ 1,189 ρουνδσ. Τηε λαργεστ φυνδινγ ωασ α ∃1.0 βιλλιον εξπαν−

σιον �mεγα−ρουνδ� ραισεδ βψ Σοχιαλ Φινανχε. 

Ρεγαρδινγ εξιτσ, Βυψουτσ ρεπορτσ τηατ 123 πριϖατε Μ&Α εξιτσ οφ 

βυψουτ−βαχκεδ χοmπανιεσ οχχυρρεδ δυρινγ τηε θυαρτερ, ωιτη 37 

δεαλσ δισχλοσινγ ϖαλυεσ οφ ∃25.5 βιλλιον. Βοτη τηε Μ&Α εξιτ χουντ 

ανδ αννουνχεδ ϖαλυε ωασ δοων φροm τηε σεχονδ θυαρτερ�σ 135 

Φυνδσ Χλοσεδ ϑανυαρψ 1 το Σεπτεmβερ 30, 2015

Στρατεγψ Νο. οφ Φυνδσ Αmτ (∃mm) Περχεντ

ςεντυρε Χαπιταλ 225 26,726 14%

Βυψουτσ 212 129,821 66%

Συβορδινατεδ Dεβτ 27 8,038 4%

Dιστρεσσεδ Dεβτ 32 18,511 9%

Σεχονδαρψ ανδ Οτηερ 14 6,385 3%

Φυνδ−οφ−φυνδσ 47 7,496 4%

Τοταλσ 557 196,976 100%

Source: Private Equity Analyst

πριϖατε εξιτσ ανδ δισχλοσεδ ϖαλυε οφ ∃35.8 βιλλιον. Βυψουτ−βαχκεδ 

IPOs dropped precipitously to four issues loating $660 million, 
δοων φροm 17 ΙΠΟσ τοταλινγ ∃6.6 βιλλιον ιν τηε σεχονδ θυαρτερ.

ςεντυρε−βαχκεδ Μ&Α εξιτσ τοταλεδ 90 τρανσαχτιονσ, ωιτη 20 δισ−

χλοσινγ α δολλαρ ϖολυmε οφ ∃5.1 βιλλιον. Τηε νυmβερ οφ εξιτσ ανδ 

δισχλοσεδ ϖαλυε βοτη ινχρεασεδ φροm τηε σεχονδ θυαρτερ�σ 74 

σαλεσ ϖαλυεδ ατ ∃3.7 βιλλιον. ςΧ−βαχκεδ ΙΠΟσ φελλ, ωιτη 13 οφφερ−

ινγσ ραισινγ α χοmβινεδ ∃1.7 βιλλιον ϖερσυσ τηε σεχονδ θυαρτερ�σ 

29 ΙΠΟσ ανδ τοταλ ισσυανχε οφ ∃3.8 βιλλιον. 

Πλεασε σεε ουρ υπχοmινγ ισσυε οφ Πριϖατε Μαρκετσ Τρενδσ φορ 

αδδιτιοναλ ιν−δεπτη χοϖεραγε.

Note: Transaction count and dollar volume figures across all private equity measures 

are preliminary figures and are subject to update in subsequent versions of  Capital 

Market Review and other Callan publications.
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Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε −3.30 −0.72 0.05 5.28 4.29 4.11

ΧΣ Ηεδγε Φυνδ Ινδεξ −2.53 −0.59 0.11 5.01 4.53 5.16

ΧΣ Εθυιτψ Μαρκετ Νευτραλ 2.15 1.73 2.07 3.46 2.99 −1.19

ΧΣ Χονϖερτιβλε Αρβιτραγε −1.52 1.40 −1.66 2.50 3.53 4.52

ΧΣ Φιξεδ Ινχοmε Αρβιτραγε −0.19 0.56 0.60 3.59 5.35 3.86

ΧΣ Μυλτι−Στρατεγψ 0.08 3.32 4.49 7.80 7.52 6.34

ΧΣ Dιστρεσσεδ −3.52 −3.61 −5.84 5.78 5.09 5.35

ΧΣ Ρισκ Αρβιτραγε −2.72 −0.39 −2.10 1.63 1.15 3.54

ΧΣ Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ −6.92 −4.23 −6.23 4.85 3.01 5.30

ΧΣ Λονγ/Σηορτ Εθυιτψ −1.54 1.94 4.24 8.95 6.13 5.91

ΧΣ Dεδιχατεδ Σηορτ Βιασ 17.40 6.97 4.28 −9.88 −11.10 −8.56

ΧΣ Γλοβαλ Μαχρο −2.95 −0.44 0.02 2.74 4.35 6.92

ΧΣ Μαναγεδ Φυτυρεσ 4.37 0.12 11.40 3.84 2.51 4.27

ΧΣ Εmεργινγ Μαρκετσ −5.57 −2.93 −2.19 3.66 2.67 5.09

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

Dραγ Με Dοων

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

The third quarter was a lood of red ink for capital markets. 
Αφτερ α mοδεστ ρεβουνδ ιν τηε πριορ θυαρτερ, χοmmοδιτψ πριχεσ 

(λεδ βψ οιλ) ρεσυmεδ τηειρ σεχυλαρ δεχλινε, ασ τηε Βλοοmβεργ 

Χοmmοδιτψ Ινδεξ νοσεδιϖεδ 14.48%. Λαχκινγ εϖιδενχε οφ 

α γλοβαλ εχονοmψ ον σολιδ γρουνδ, εθυιτψ mαρκετσ πανιχκεδ. 

High yield spreads widened signiicantly while Treasurys 
gained during the quarter’s light to quality. Amid this backdrop 
οφ ανεmιχ γλοβαλ γροωτη, τηε Φεδεραλ Ρεσερϖε βαλκεδ ον ραισ−

ινγ σηορτ−τερm ρατεσ.

Ασ α ραω mεασυρε οφ υνmαναγεδ ηεδγε φυνδ ιντερεστσ, τηε 

Χρεδιτ Συισσε Ηεδγε Φυνδ Ινδεξ (ΧΣ ΗΦΙ) δροππεδ 2.53%. 

Ρεπρεσεντινγ αχτυαλ ηεδγε φυνδ πορτφολιοσ, τηε mεδιαν mαν−

αγερ ιν τηε Χαλλαν Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε σλιππεδ 

3.30%, νετ οφ αλλ φεεσ.

Wιτηιν τηε ΧΣ ΗΦΙ, τηε βιγγεστ στρατεγψ λοσερ ωασ Εϖεντ−Dριϖεν 

Μυλτι−Στρατεγψ (−6.92%). Dιστρεσσεδ φελλ 3.52%, βυτ Βαρχλαψσ 

Ηιγη Ψιελδ Χρεδιτ (−4.86%) δροππεδ φυρτηερ. Τηε αϖεραγε φυνδ 

ιν Λονγ/Σηορτ Εθυιτψ περφορmεδ ωελλ δυρινγ τηε θυαρτερ, λοσ−

ινγ ονλψ 1.54% ωηιλε λονγ−ονλψ βενχηmαρκσ, λικε τηε Σ&Π 500 

Ινδεξ (−6.44%), φελλ mυχη mορε. Ρελατιϖελψ φρεε οφ βετα�σ δοων−

σιδε ρισκ, Εθυιτψ Μαρκετ Νευτραλ ροσε 2.15%. 

Wιτηιν Χαλλαν�σ Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε, mαρκετ εξπο−

συρεσ νοταβλψ αφφεχτεδ περφορmανχε ιν τηε θυαρτερ. Ηυρτ βαδλψ 

βψ τηε φαλλινγ στοχκ mαρκετ, τηε mεδιαν Χαλλαν Λονγ/Σηορτ 

Εθυιτψ ΦΟΦ (−4.85%) λαγγεδ τηε Χαλλαν Αβσολυτε Ρετυρν ΦΟΦ 

(−2.21%). Wιτη διϖερσιφψινγ εξποσυρεσ το βοτη νον−διρεχτιοναλ 

ανδ διρεχτιοναλ στψλεσ, τηε Core Diversiied FOF φελλ 3.56%.

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

 10th Percentile -0.47 -0.76 -2.55

 25th Percentile -1.79 -1.22 -3.59

 Median -2.21 -3.56 -4.85

 75th Percentile -2.75 -4.91 -7.90

 90th Percentile -3.37 -6.06 -9.24

 T-Bills + 5% 1.24 1.24 1.24

Sources: Callan, Merrill Lynch
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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 mil−
lion DC participants and over $135 billion in assets. The Index is updated 
quarterly and is available on Callan’s website, as is the quarterly DC 
Οβσερϖερ νεωσλεττερ.

The average deined contribution (DC) plan managed to 
αϖοιδ λοσσεσ ιν τηε σεχονδ θυαρτερ οφ 2015�βυτ ϕυστ βαρελψ. 

Αχχορδινγ το τηε Χαλλαν DΧ Ινδεξ�, τηε τψπιχαλ DΧ πλαν ενδεδ 

ϑυνε 30, 2015, ωιτη α 0.08% γαιν. Τηισ πλαχεδ DΧ πλανσ ον 

irmer ground than the typical 2035 target date fund (TDF) or 
corporate deined beneit (DB) plan, which lost 0.13% and 
0.71%, ρεσπεχτιϖελψ.

Πλαν βαλανχεσ εξπεριενχεδ α σλιγητ ινχρεασε (+0.26%) δριϖεν 

primarily by participant inlows. Inlows (i.e., participant and 
πλαν σπονσορ χοντριβυτιονσ) αδδεδ 0.18% το τοταλ γροωτη, 

ωηιλε mαρκετ αππρεχιατιον (ρετυρν−δεριϖεδ γροωτη) χοντριβ−

υτεδ τηε ρεmαινινγ 0.08%. Σινχε ινχεπτιον, πλαν σπονσορ ανδ 

participant contributions have had a signiicant impact on 
βαλανχεσ. Τηιρτψ περχεντ οφ τοταλ γροωτη ιν βαλανχεσ (2.49% 

annualized) has been attributable to such net lows since the 
Ινδεξ�σ 2006 ινχεπτιον.

In the irst quarter of 2015, TDFs beat out U.S. large cap equity 
το βεχοmε τηε λαργεστ ηολδινγ ιν τηε τψπιχαλ DΧ πλαν�ανδ τηειρ 

δοmινανχε χοντινυεδ το γροω ιν τηε σεχονδ θυαρτερ. Ταργετ 

date funds accounted for the majority of inlow activity, cap−

τυρινγ 70 χεντσ οφ εϖερψ δολλαρ mοϖινγ. Σινχε 2011, ΤDΦ χαση 

inlows have averaged just over 70% each quarter, with the 
highest inlow clocking in at 89% in the second quarter of 2014.

Staying Aloat 
DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  Τοm Σζκωαρλα

Νετ Χαση Φλοω Αναλψσισ (Σεχονδ Θυαρτερ 2015)∗ 

(Τοπ Τωο ανδ Βοττοm Τωο Ασσετ Γατηερερσ)

Ασσετ Χλασσ

Φλοωσ ασ % οφ

Τοταλ Νετ Φλοωσ

Ταργετ Dατε Φυνδσ 70.45%

Νον−Υ.Σ. Εθυιτψ 13.11%

Χοmπανψ Στοχκ −27.86%

Υ.Σ. Λαργε Χαπ −49.44%

Τοταλ Τυρνοϖερ∗∗ 0.32%

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.

**Total Index “turnover” measures the percentage of  total invested assets (transfers 

only, excluding contributions and withdrawals) that moved between asset classes. 

Ινϖεστmεντ Περφορmανχε∗

Γροωτη Σουρχεσ∗
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Actual vs Target Asset Allocation
As of September 30, 2015

The first chart below shows the Fund’s asset allocation as of September 30, 2015. The second chart shows the Fund’s target
asset allocation as outlined in the investment policy statement.

Actual Asset Allocation

Large Cap Equity
21%

Small Cap Equity
7%

International Equity
19%

Domestic Fixed Income
36%

Diversified Real Assets
10%

Cash & Equivalents
0%

Real Estate
6%

Target Asset Allocation

Large Cap Equity
22%

Small Cap Equity
8%

International Equity
20%

Domestic Fixed Income
35%

Diversified Real Assets
10%

Real Estate
5%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Large Cap Equity         704,403   21.2%   22.0% (0.8%) (27,880)
Small Cap Equity         240,136    7.2%    8.0% (0.8%) (26,148)
International Equity         630,047   18.9%   20.0% (1.1%) (35,664)
Domestic Fixed Income      1,210,022   36.4%   35.0%    1.4%          45,027
Diversified Real Assets         343,803   10.3%   10.0%    0.3%          10,947
Cash & Equivalents          15,278    0.5%    0.0%    0.5%          15,278
Real Estate         184,868    5.6%    5.0%    0.6%          18,440
Total       3,328,557  100.0%  100.0%

* Current Quarter Target = 35.0% Barclays Aggregate Index, 22.0% Russell 1000 Index, 20.0% MSCI EAFE Index, 10.0% NDSIB Legacy DRA Weighted

Benchmark, 8.0% Russell 2000 Index and 5.0% NCREIF Total Index.
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Quarterly Total Fund Relative Attribution - September 30, 2015

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% 0.6%

Large Cap Equity (0.21%)

Small Cap Equity (0.23%)

Domestic Fixed Income 0.16%

Real Estate 0.39%

International Equity (0.43%)

Diversified Real Assets 0.15%

Cash & Equivalents 0.17%

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Cash & Equivalents

Total

Actual vs Target Returns

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

(6.25%)
(6.83%)

(11.47%)
(11.92%)

0.43%
1.23%

1.56%
3.09%

(11.28%)
(10.23%)

(0.55%)
(1.07%)

0.00%
0.00%

(4.35%)
(4.08%)

Actual Target

Relative Attribution by Asset Class

(0.50%)(0.40%)(0.30%)(0.20%)(0.10%) 0.00% 0.10% 0.20% 0.30%

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended September 30, 2015

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 22% 22% (6.25%) (6.83%) 0.13% 0.00% 0.13%
Small Cap Equity 8% 8% (11.47%) (11.92%) 0.04% 0.02% 0.06%
Domestic Fixed Income 35% 35% 0.43% 1.23% (0.28%) 0.02% (0.26%)
Real Estate 5% 5% 1.56% 3.09% (0.08%) 0.02% (0.05%)
International Equity 20% 20% (11.28%) (10.23%) (0.23%) 0.03% (0.20%)
Diversified Real Assets 10% 10% (0.55%) (1.07%) 0.05% 0.00% 0.05%
Cash & Equivalents 0% 0% 0.00% 0.00% 0.00% 0.00% 0.00%

Total = + +(4.35%) (4.08%) (0.37%) 0.10% (0.26%)

* Current Quarter Target = 35.0% Barclays Aggregate Index, 22.0% Russell 1000 Index, 20.0% MSCI EAFE Index, 10.0% NDSIB Legacy DRA Weighted

Benchmark, 8.0% Russell 2000 Index and 5.0% NCREIF Total Index.
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Cumulative Total Fund Relative Attribution - September 30, 2015

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

Short Term Fixed Income

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects

(0.5%)

0.0%

0.5%

1.0%

1.5%

2.0%

2014 2015

Manager Effect

Asset Allocation

Total

One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 22% 22% 1.68% (0.61%) 0.50% (0.02%) 0.48%
Small Cap Equity 8% 8% 2.27% 1.25% 0.08% (0.03%) 0.05%
Domestic Fixed Income 34% 35% 2.37% 2.94% (0.20%) 0.02% (0.18%)
Real Estate 5% 5% 16.48% 13.48% 0.13% 0.03% 0.16%
International Equity 20% 20% (7.27%) (8.66%) 0.31% 0.02% 0.33%
Diversified Real Assets 9% 9% (0.43%) (1.89%) 0.14% 0.02% 0.16%
Short Term Fixed Income 2% 2% - - 0.01% (0.04%) (0.03%)
Cash & Equivalents 0% 0% 0.00% 0.00% 0.00% (0.02%) (0.02%)

Total = + +0.76% (0.19%) 0.98% (0.03%) 0.95%

* Current Quarter Target = 35.0% Barclays Aggregate Index, 22.0% Russell 1000 Index, 20.0% MSCI EAFE Index, 10.0% NDSIB Legacy DRA Weighted

Benchmark, 8.0% Russell 2000 Index and 5.0% NCREIF Total Index.
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Cumulative Total Fund Relative Attribution - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by asset class. These relative attribution effects separate the cumulative
sources of total fund excess return into Asset Allocation Effect and Manager Selection Effect.

Three Year Annualized Relative Attribution Effects

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

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Short Term Fixed Income

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects

(2%)

(1%)

0%

1%

2%

3%

4%

2012 2013 2014 2015

Manager Effect

Asset Allocation

Total

Three Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 12% 12% - - 0.17% (0.06%) 0.11%
Small Cap Equity 4% 4% - - 0.04% (0.06%) (0.02%)
Domestic Fixed Income 18% 18% - - 0.12% 0.01% 0.14%
Real Estate 3% 3% - - 0.01% 0.02% 0.04%
International Equity 11% 11% - - 0.07% (0.03%) 0.04%
Diversified Real Assets 3% 3% - - 0.06% 0.00% 0.06%
Short Term Fixed Income47% 48% - - 0.36% 0.01% 0.37%
Cash & Equivalents 1% 0% 0.05% 0.05% 0.00% (0.04%) (0.04%)

Total = + +2.02% 1.33% 0.85% (0.15%) 0.69%

* Current Quarter Target = 35.0% Barclays Aggregate Index, 22.0% Russell 1000 Index, 20.0% MSCI EAFE Index, 10.0% NDSIB Legacy DRA Weighted

Benchmark, 8.0% Russell 2000 Index and 5.0% NCREIF Total Index.
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Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, and the fund’s historical target asset allocation.

Actual Historical Asset Allocation
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* Current Quarter Target = 35.0% Barclays Aggregate Index, 22.0% Russell 1000 Index, 20.0% MSCI EAFE Index, 10.0% NDSIB Legacy DRA Weighted

Benchmark, 8.0% Russell 2000 Index and 5.0% NCREIF Total Index.

 29
North Dakota State Investment Board Legacy Fund



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 September 30, 2015
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(19)

(2)(45)

(83)
(44)

(95)

10th Percentile (4.40) (7.13) (7.88) 1.47 (0.80) 4.16 0.22
25th Percentile (5.55) (8.72) (8.76) 1.12 (0.88) 3.61 0.16

Median (6.95) (10.33) (10.02) 0.51 (1.11) 2.92 0.09
75th Percentile (8.17) (12.02) (11.32) (0.76) (1.17) 2.15 0.04
90th Percentile (9.53) (14.83) (12.47) (3.43) (1.45) 0.93 0.01

Asset Class Composite (6.25) (11.47) (11.28) 0.43 (0.55) 1.56 0.00

Composite Benchmark (6.83) (11.92) (10.23) 1.23 (1.07) 3.09 -

Weighted
Ranking
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Total Asset Class Performance
One Year Ended September 30, 2015
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10th Percentile 5.30 9.33 (2.43) 3.51 (0.27) 24.08 0.81
25th Percentile 3.36 5.51 (4.53) 2.95 (0.60) 18.86 0.65

Median (0.11) 2.86 (6.86) 2.03 (0.84) 14.12 0.43
75th Percentile (3.38) 0.22 (9.40) 0.67 (1.05) 10.64 0.24
90th Percentile (5.14) (3.42) (11.80) (1.73) (2.20) 4.91 0.10

Asset Class Composite 1.68 2.27 (7.27) 2.37 (0.43) 16.48 0.00

Composite Benchmark (0.61) 1.25 (8.66) 2.94 (1.89) 13.48 -

Weighted
Ranking

43

* Current Quarter Target = 35.0% Barclays Aggregate Index, 22.0% Russell 1000 Index, 20.0% MSCI EAFE Index, 10.0% NDSIB Legacy DRA Weighted

Benchmark, 8.0% Russell 2000 Index and 5.0% NCREIF Total Index.
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Asset Class Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of September 30, 2015, with
the distribution as of June 30, 2015. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Class Allocation

September 30, 2015 June 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Domestic Equity $944,539,360 28.38% $26,653,150 $(78,027,684) $995,913,894 29.92%

Large Cap Equity $704,402,930 21.16% $24,543,216 $(47,103,597) $726,963,311 21.84%
L.A. Capital Enhanced 141,983,108 4.27% 3,938,177 (7,961,541) 146,006,471 4.39%
L.A. Capital Large Cap Growth 213,537,656 6.42% 3,861,541 (10,932,049) 220,608,163 6.63%
Parametric Clifton Large Cap 141,156,112 4.24% 9,905,118 (9,374,342) 140,625,336 4.22%
LSV Large Cap Value 207,726,054 6.24% 6,838,380 (18,835,666) 219,723,340 6.60%

Small Cap Equity $240,136,431 7.21% $2,109,934 $(30,924,086) $268,950,583 8.08%
Parametric Clifton SmallCap 156,362,290 4.70% (823,405) (20,518,973) 177,704,668 5.34%
Research Affiliates 83,774,141 2.52% 2,933,339 (10,405,114) 91,245,915 2.74%

International Equity $630,047,337 18.93% $51,489,493 $(77,349,324) $655,907,169 19.71%
Capital Group 252,254,862 7.58% 30,746,126 (37,722,277) 259,231,013 7.79%
DFA Intl SmallCap Value 61,394,164 1.84% 0 (6,233,720) 67,627,884 2.03%
LSV Intl Value 253,229,819 7.61% 20,743,367 (28,743,114) 261,229,566 7.85%
Vanguard Intl Explorer Fund 63,168,493 1.90% 0 (4,650,213) 67,818,706 2.04%

Domestic Fixed Income $1,210,021,979 36.35% $49,983,201 $4,949,125 $1,155,089,653 34.70%
Declaration Total Return 101,515,417 3.05% 8,168,863 868,759 92,477,795 2.78%
PIMCO DiSCO II 41,706,299 1.25% 0 162,100 41,544,199 1.25%
PIMCO Bravo II 18,611,691 0.56% 0 0 18,611,691 0.56%
Prudential 130,014,334 3.91% 1,912,350 828,359 127,273,624 3.82%
SSgA US Govt Credit Bd Idx 170,767,219 5.13% 7,086,539 1,953,681 161,726,998 4.86%
Wells Capital 370,871,861 11.14% 17,238,465 (1,705,603) 355,338,999 10.68%
Western Asset Management 376,535,158 11.31% 15,576,984 2,841,828 358,116,346 10.76%

Diversified Real Assets $343,802,757 10.33% $9,016,573 $(2,007,342) $336,793,527 10.12%
Western TIPS 253,966,654 7.63% 1,915,133 (3,571,926) 255,623,447 7.68%
JP Morgan Infrastructure 78,938,124 2.37% (206,832) 1,800,092 77,344,865 2.32%
Grosvenor Cust. Infrastructure 10,897,979 0.33% 7,308,272 (235,508) 3,825,215 0.11%

Real Estate $184,867,720 5.55% $6,885,045 $2,846,499 $175,136,176 5.26%
Invesco Core Real Estate 95,439,529 2.87% 6,925,321 2,747,939 85,766,269 2.58%
JP Morgan RE Inc & Growth 89,428,192 2.69% (40,275) 98,560 89,369,907 2.68%

Cash & Equivalents $15,278,061 0.46% $5,518,230 $98 $9,759,734 0.29%

Securities Lending Income $0 0.00% $(19,220) $19,220 - -

Total Fund $3,328,557,215 100.0% $149,526,472 $(149,569,409) $3,328,600,152 100.0%
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last
Last Last  3  4

Quarter Year Years Years
Domestic Equity

Gross (7.66%) 1.82% - -

Net (7.78%) 1.57% - -

Large Cap Equity
Gross (6.25%) 1.68% - -

Net (6.31%) 1.49% - -

   Russell 1000 Index (6.83%) (0.61%) 12.66% 16.78%

L.A. Capital Enhanced - Gross (5.27%) 1.80% - -

L.A. Capital Enhanced - Net (5.30%) 1.66% - -

   Russell 1000 Index (6.83%) (0.61%) 12.66% 16.78%

L.A. Capital LargeCap Growth - Gross (4.82%) 5.52% - -

L.A. Capital LargeCap Growth - Net (4.88%) 5.30% - -

   Russell 1000 Growth Index (5.29%) 3.17% 13.61% 17.32%

Parametric Clifton Large Cap - Gross (6.23%) 0.09% - -

Parametric Clifton Large Cap - Net (6.29%) 0.02% - -

   S&P 500 Index (6.44%) (0.61%) 12.40% 16.61%

LSV Large Cap Value - Gross (8.32%) (1.25%) - -

LSV Large Cap Value - Net (8.39%) (1.54%) - -

   Russell 1000 Value Index (8.39%) (4.42%) 11.59% 16.14%

Small Cap Equity
Gross (11.47%) 2.27% - -

Net (11.78%) 1.84% - -

   Russell 2000 Index (11.92%) 1.25% 11.02% 15.91%

Parametric Clifton Small Cap - Gross (11.58%) 3.12% - -

Parametric Clifton Small Cap - Net (12.01%) 2.62% - -

   Russell 2000 Index (11.92%) 1.25% 11.02% 15.91%

Research Affiliates - Gross (11.38%) 0.27% - -

Research Affiliates - Net (11.45%) (0.03%) - -

   Russell 2000 Index (11.92%) 1.25% 11.02% 15.91%

International Equity
Gross (11.28%) (7.27%) - -

Net (11.35%) (7.56%) - -

   MSCI EAFE Index (10.23%) (8.66%) 5.63% 7.61%

Capital Group - Gross (13.76%) (9.74%) - -

Capital Group - Net (13.85%) (10.08%) - -

   MSCI EAFE Index (10.23%) (8.66%) 5.63% 7.61%

DFA Intl Small Cap Value (9.22%) (4.00%) - -

   World  ex US SC Va (8.82%) (6.60%) 7.87% 8.84%

LSV Intl Value - Gross (10.40%) (7.34%) - -

LSV Intl Value - Net (10.48%) (7.72%) - -

   MSCI EAFE Index (10.23%) (8.66%) 5.63% 7.61%

Vanguard Intl Explorer Fund (6.86%) (0.52%) - -

   BMI, EPAC, <$2 B (8.35%) (1.45%) 8.94% 9.31%
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last
Last Last  3  4

Quarter Year Years Years
Domestic Fixed Income

Gross 0.43% 2.37% - -
Net 0.40% 2.24% - -
   Barclays Aggregate Index 1.23% 2.94% 1.71% 2.56%

Declaration Total Return - Net 0.89% 3.79% - -
   Libor-3 Month 0.08% 0.27% 0.27% 0.32%

PIMCO DiSCO II - Net 0.39% 3.25% - -
PIMCO Bravo II Fund - Net 0.00% 10.36% - -
   Barclays Aggregate Index 1.23% 2.94% 1.71% 2.56%

Prudential - Gross 0.65% 3.14% - -
Prudential - Net 0.58% 2.87% - -
   Barclays Aggregate Index 1.23% 2.94% 1.71% 2.56%

Wells Capital - Gross (0.46%) 0.68% - -
Wells Capital - Net (0.50%) 0.51% - -
   Barclays Baa Credit 3% In (0.76%) (0.49%) 1.94% 4.48%

Western Asset - Gross 0.79% 2.93% - -
Western Asset - Net 0.76% 2.79% - -
   Barclays Aggregate Index 1.23% 2.94% 1.71% 2.56%

SSgA US Govt Credit Bd Idx - Gross 1.20% 2.76% - -
SSgA US Govt Credit Bd Idx - Net 1.19% 2.73% - -
   Barclays Govt/Credit Bd 1.20% 2.73% 1.59% 2.59%

Diversified Real Assets
Gross (0.55%) (0.43%) - -
Net (0.63%) (0.58%) - -
   Weighted Benchmark (1.07%) (1.89%) - -

Western Asset TIPS - Gross (1.38%) (2.14%) - -
Western Asset TIPS - Net (1.41%) (2.26%) - -
   Barclays Glbl Inftn-Lnked (1.27%) (2.76%) 0.04% 1.91%

JP Morgan Infrastructure - Gross 2.33% - - -
JP Morgan Infrastructure - Net 2.10% - - -
   CPI-W (0.49%) (0.64%) 0.65% 0.99%

Grosvenor Cust. Infrastructure - Net (2.94%) - - -
   CPI-W (0.49%) (0.64%) 0.65% 0.99%

Real Estate
Gross 1.56% 16.48% - -
Net 1.55% 15.67% - -
   NCREIF Total Index 3.09% 13.48% 11.90% 11.68%

Invesco Core Real Estate - Gross 2.96% 15.84% - -
Invesco Core Real Estate - Net 2.88% 15.44% - -
   NCREIF Total Index 3.09% 13.48% 11.90% 11.68%

JP Morgan RE Inc & Growth - Gross 0.11% 16.81% - -
JP Morgan RE Inc & Growth - Net 0.16% 15.64% - -
   NCREIF Total Index 3.09% 13.48% 11.90% 11.68%

Cash & Equivalents - Net 0.00% 0.00% 0.05% 0.10%
   90 Day Treasury Bills 0.01% 0.02% 0.06% 0.06%

Total Fund
Gross (4.35%) 0.76% 2.02% 2.02%
Net (4.42%) 0.52% 1.85% 1.88%
   Target* (4.08%) (0.19%) 1.33% 1.12%

* Current Quarter Target = 35.0% Barclays Aggregate Index, 22.0% Russell 1000 Index, 20.0% MSCI EAFE Index, 10.0%
NDSIB Legacy DRA Weighted Benchmark, 8.0% Russell 2000 Index and 5.0% NCREIF Total Index.
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Parametric Clifton Large Cap
Period Ended September 30, 2015

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 (6.23)%
return for the quarter placing it in the 37 percentile of the CAI
Large Capitalization Style group for the quarter and in the 48
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 0.70%.

Quarterly Asset Growth

Beginning Market Value $140,625,336

Net New Investment $9,905,118

Investment Gains/(Losses) $-9,374,342

Ending Market Value $141,156,112

Performance vs CAI Large Capitalization Style (Gross)
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L.A. Capital
Period Ended September 30, 2015

Investment Philosophy
The LA Capital Structured portfolio is a large growth portfolio benchmarked to the Russell 1000 Growth Index.  It is an
active assignment meaning that it targets a 2% alpha and constrains its risk budget (tracking error) to 4% relative to the
benchmark.  LA Capital believes that investment results are driven by Investor Preferences and thus recognize that when
preferences shift a different posture related to that factor is warranted.

Quarterly Summary and Highlights
L.A. Capital Large Cap Growth’s portfolio posted a (4.82)%
return for the quarter placing it in the 31 percentile of the CAI
Large Cap Growth Style group for the quarter and in the 24
percentile for the last year.

L.A. Capital Large Cap Growth’s portfolio outperformed the
Russell 1000 Growth Index by 0.47% for the quarter and
outperformed the Russell 1000 Growth Index for the year by
2.34%.

Quarterly Asset Growth

Beginning Market Value $220,608,163

Net New Investment $3,861,541

Investment Gains/(Losses) $-10,932,049

Ending Market Value $213,537,656

Performance vs CAI Large Cap Growth Style (Gross)
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L.A. Capital
Large Cap Growth (4.82) 5.52 12.30

Russell 1000
Growth Index (5.29) 3.17 10.87

Relative Return vs Russell 1000 Growth Index
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L.A. Capital Enhanced
Period Ended September 30, 2015

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 (5.27)% return for
the quarter placing it in the 13 percentile of the CAI Large
Cap Core Style group for the quarter and in the 17 percentile
for the last year.

L.A. Capital Enhanced’s portfolio outperformed the Russell
1000 Index by 1.56% for the quarter and outperformed the
Russell 1000 Index for the year by 2.41%.

Quarterly Asset Growth

Beginning Market Value $146,006,471

Net New Investment $3,938,177

Investment Gains/(Losses) $-7,961,541

Ending Market Value $141,983,108

Performance vs CAI Large Cap Core Style (Gross)
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L.A. Capital
Enhanced (5.27) 1.80 9.92

Russell 1000 Index (6.83) (0.61) 8.76
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LSV Asset Management
Period Ended September 30, 2015

Investment Philosophy
The objective of LSV Asset Management’s Large Cap Value Equity (U.S.) strategy is to outperform the Russell 1000 Value
by at least 200 basis points (gross of fees) per annum over a 3-5 year period with a tracking error of approximately 4%.
Their stock selection process is a quantitative approach that ranks a broad universe of stocks on a combination of value
and momentum factors and seeks to invest approximately 100 stocks in the most attractive securities possible within strict
risk parameters to control the portfolio’s tracking error relative to the benchmark.  The resulting portfolio is broadly
diversified across industry groups and fully invested.

Quarterly Summary and Highlights
LSV Large Cap Value’s portfolio posted a (8.32)% return for
the quarter placing it in the 53 percentile of the CAI Large
Cap Value Style group for the quarter and in the 17
percentile for the last year.

LSV Large Cap Value’s portfolio outperformed the Russell
1000 Value Index by 0.07% for the quarter and
outperformed the Russell 1000 Value Index for the year by
3.17%.

Quarterly Asset Growth

Beginning Market Value $219,723,340

Net New Investment $6,838,380

Investment Gains/(Losses) $-18,835,666

Ending Market Value $207,726,054

Performance vs CAI Large Cap Value Style (Gross)
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Parametric Clifton Small Cap
Period Ended September 30, 2015

Investment Philosophy
Parametric Clifton utilizes equity futures to gain benchmark exposure in constructing the portfolio it believes provides the
greatest likelihood of outperforming the index.  In this construction the underlying cash portfolio is invested in a liquid, high
quality short duration fixed income portfolio.  Over market cycles excess return generated by the short duration portfolio,
when added to the performance of futures is expected to allow the strategy to achieve 0.50% to 1.00% of gross excess
annual performance.

Quarterly Summary and Highlights
Parametric Clifton Small Cap’s portfolio posted a (11.58)%
return for the quarter placing it in the 69 percentile of the CAI
Small Capitalization Style group for the quarter and in the 48
percentile for the last year.

Parametric Clifton Small Cap’s portfolio outperformed the
Russell 2000 Index by 0.34% for the quarter and
outperformed the Russell 2000 Index for the year by 1.88%.

Quarterly Asset Growth

Beginning Market Value $177,704,668

Net New Investment $-823,405

Investment Gains/(Losses) $-20,518,973

Ending Market Value $156,362,290

Performance vs CAI Small Capitalization Style (Gross)
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Research Affiliates
Period Ended September 30, 2015

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 (11.38)% return for
the quarter placing it in the 66 percentile of the CAI Small
Capitalization Style group for the quarter and in the 75
percentile for the last year.

Research Affiliates’s portfolio outperformed the Russell 2000
Index by 0.54% for the quarter and underperformed the
Russell 2000 Index for the year by 0.97%.

Quarterly Asset Growth

Beginning Market Value $91,245,915

Net New Investment $2,933,339

Investment Gains/(Losses) $-10,405,114

Ending Market Value $83,774,141

Performance vs CAI Small Capitalization Style (Gross)
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Capital Group
Period Ended September 30, 2015

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.


Quarterly Summary and Highlights
Capital Group’s portfolio posted a (13.76)% return for the
quarter placing it in the 97 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 81 percentile for
the last year.

Capital Group’s portfolio underperformed the MSCI EAFE
Index by 3.53% for the quarter and underperformed the
MSCI EAFE Index for the year by 1.08%.

Quarterly Asset Growth

Beginning Market Value $259,231,013

Net New Investment $30,746,126

Investment Gains/(Losses) $-37,722,277

Ending Market Value $252,254,862

Performance vs CAI Non-U.S. Equity Style (Gross)
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DFA Intl Small Cap Value
Period Ended September 30, 2015

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 (9.22)% return
for the quarter placing it in the 67 percentile of the MF -
International Small Cap  Obj group for the quarter and in the
69 percentile for the last year.

DFA Intl Small Cap Value’s portfolio underperformed the
World ex US SC Value by 0.40% for the quarter and
outperformed the World ex US SC Value for the year by
2.59%.

Quarterly Asset Growth

Beginning Market Value $67,627,884

Net New Investment $0

Investment Gains/(Losses) $-6,233,720

Ending Market Value $61,394,164

Performance vs MF - International Small Cap  Obj (Net)
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Median (7.29) (1.48) 1.17
75th Percentile (9.43) (4.96) (1.30)
90th Percentile (11.13) (9.41) (3.24)

DFA Intl
Small Cap Value (9.22) (4.00) 1.19

World ex
US SC Value (8.82) (6.60) (1.54)

Relative Return vs World ex US SC Value
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LSV Intl Value
Period Ended September 30, 2015

Investment Philosophy
The objective of LSV Asset Management’s International Large Cap Value strategy is to outperform the MSCI EAFE Index
by at least 250 basis points (gross of fees) per annum over an annualized 3-5 year period with a tracking error of
approximately 5-6%.  Their stock selection process is a quantitative approach that ranks a broad universe of stocks on a
combination of value and momentum factors and seeks to invest approximately 150 stocks in the most attractive securities
possible within strict risk parameters to control the portfolio’s tracking error relative to the benchmark.  The resulting
portfolio is broadly diversified across industry groups and fully invested.  LSV weights countries at a neutral weight relative
to the benchmark country weights.  50% of the portfolio is US dollar hedged.

Quarterly Summary and Highlights
LSV Intl Value’s portfolio posted a (10.40)% return for the
quarter placing it in the 62 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 58 percentile for
the last year.

LSV Intl Value’s portfolio underperformed the MSCI EAFE
Index by 0.16% for the quarter and outperformed the MSCI
EAFE Index for the year by 1.32%.

Quarterly Asset Growth

Beginning Market Value $261,229,566

Net New Investment $20,743,367

Investment Gains/(Losses) $-28,743,114

Ending Market Value $253,229,819

Performance vs CAI Non-U.S. Equity Style (Gross)
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75th Percentile (11.32) (9.40) (2.54)
90th Percentile (12.47) (11.80) (3.94)

LSV Intl Value (10.40) (7.34) (1.22)

MSCI EAFE Index (10.23) (8.66) (2.42)

Relative Return vs MSCI EAFE Index
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Vanguard Intl Explorer Fund
Period Ended September 30, 2015

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 (6.86)%
return for the quarter placing it in the 37 percentile of the MF
- International Small Cap  Obj group for the quarter and in
the 43 percentile for the last year.

Vanguard Intl Explorer Fund’s portfolio outperformed the
S&P BMI EPAC <$2 B by 1.50% for the quarter and
outperformed the S&P BMI EPAC <$2 B for the year by
0.94%.

Quarterly Asset Growth

Beginning Market Value $67,818,706

Net New Investment $0

Investment Gains/(Losses) $-4,650,213

Ending Market Value $63,168,493

Performance vs MF - International Small Cap  Obj (Net)
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10th Percentile (4.30) 4.46 4.37
25th Percentile (5.85) 1.95 2.87

Median (7.29) (1.48) 1.17
75th Percentile (9.43) (4.96) (1.30)
90th Percentile (11.13) (9.41) (3.24)

Vanguard Intl
Explorer Fund (6.86) (0.52) 3.85

S&P BMI
EPAC <$2 B (8.35) (1.45) 1.18

Relative Return vs S&P BMI EPAC <$2 B
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Declaration Total Return
Period Ended September 30, 2015

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 0.89% return
for the quarter placing it in the 47 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 0.81% for the quarter and outperformed the
Libor-3 Month for the year by 3.52%.

Quarterly Asset Growth

Beginning Market Value $92,477,795

Net New Investment $8,168,863

Investment Gains/(Losses) $868,759

Ending Market Value $101,515,417

Performance vs CAI Intermediate Fixed-Inc Style (Gross)
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25th Percentile 1.04 2.87 3.19

Median 0.89 2.70 2.95
75th Percentile 0.74 2.40 2.79
90th Percentile 0.56 2.12 2.63

Declaration
Total Return 0.89 3.79 5.14

Libor-3 Month 0.08 0.27 0.25

Relative Return vs Libor-3 Month
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PIMCO DiSCO II
Period Ended September 30, 2015

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 0.39% return for the
quarter placing it in the 94 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 31 percentile
for the last year.

PIMCO DiSCO II’s portfolio underperformed the Barclays
Aggregate Index by 0.84% for the quarter and outperformed
the Barclays Aggregate Index for the year by 0.31%.

Quarterly Asset Growth

Beginning Market Value $41,544,199

Net New Investment $0

Investment Gains/(Losses) $162,100

Ending Market Value $41,706,299

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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10th Percentile 1.47 3.63 4.92
25th Percentile 1.30 3.34 4.51

Median 1.10 3.00 4.24
75th Percentile 0.84 2.61 4.01
90th Percentile 0.59 2.15 3.52

PIMCO DiSCO II A 0.39 3.25 6.00
Barclays Mortgage B 1.30 3.43 4.38

Barclays
Aggregate Index 1.23 2.94 4.03

Relative Return vs Barclays Aggregate Index
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PIMCO Bravo II Fund
Period Ended September 30, 2015

Investment Philosophy
The BRAVO II Fund is a private equity style fund targeting an annualized IRR of 15-20% and multiple of 1.8-2x, net of fees
and carried interest with an initial 5-year term.  The fund will seek to capitalize on non-economic asset sale decisions by
global financial institutions.  The fund will have the flexibility to acquire attractively discounted, less liquid loans, structured
credit and other assets tied to residential or commercial real estate markets in the U.S. and Europe.

Quarterly Summary and Highlights
PIMCO Bravo II Fund’s portfolio posted a 0.00% return for
the quarter placing it in the 100 percentile of the CAI Core
Bond Fixed-Inc Style group for the quarter and in the 1
percentile for the last year.

PIMCO Bravo II Fund’s portfolio underperformed the
Barclays Aggregate Index by 1.23% for the quarter and
outperformed the Barclays Aggregate Index for the year by
7.42%.

Quarterly Asset Growth

Beginning Market Value $18,611,691

Net New Investment $0

Investment Gains/(Losses) $0

Ending Market Value $18,611,691

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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Median 1.10 3.00 4.24
75th Percentile 0.84 2.61 4.01
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PIMCO
Bravo II Fund 0.00 10.36 19.72

Barclays
Aggregate Index 1.23 2.94 4.03

Relative Return vs Barclays Aggregate Index
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Prudential
Period Ended September 30, 2015

Investment Philosophy
The core plus fixed income account is a multi-sector strategy that is diversified across a broad range of fixed income
sectors, including Treasuries, agencies, mortgage-backed securities, structured product (asset-backed securities,
commercial mortgage-backed securities), investment grade corporate bonds, high yield bonds, bank loans and
international debt.  The primary sources of excess return are sector allocation and security selection, with duration and
yield curve less of a focus.

Quarterly Summary and Highlights
Prudential’s portfolio posted a 0.65% return for the quarter
placing it in the 88 percentile of the CAI Core Bond Fixed-Inc
Style group for the quarter and in the 39 percentile for the
last year.

Prudential’s portfolio underperformed the Barclays
Aggregate Index by 0.58% for the quarter and outperformed
the Barclays Aggregate Index for the year by 0.20%.

Quarterly Asset Growth

Beginning Market Value $127,273,624

Net New Investment $1,912,350

Investment Gains/(Losses) $828,359

Ending Market Value $130,014,334

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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10th Percentile 1.47 3.63 4.92
25th Percentile 1.30 3.34 4.51

Median 1.10 3.00 4.24
75th Percentile 0.84 2.61 4.01
90th Percentile 0.59 2.15 3.52

Prudential 0.65 3.14 4.45

Barclays
Aggregate Index 1.23 2.94 4.03

Relative Return vs Barclays Aggregate Index
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SSgA US Govt Credit Bd Idx
Period Ended September 30, 2015

Investment Philosophy
The Fund seeks an investment return that approximates as closely as practicable, before expenses, the performance of the
Barclays Capital U.S. Government/Credit Bond Index over the long term.

Quarterly Summary and Highlights
SSgA US Govt Credit Bd Idx’s portfolio posted a 1.20%
return for the quarter placing it in the 79 percentile of the CAI
Govt/Credit Fixed-Income Style group for the quarter and in
the 71 percentile for the last year.

SSgA US Govt Credit Bd Idx’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
0.02%.

Quarterly Asset Growth

Beginning Market Value $161,726,998

Net New Investment $7,086,539

Investment Gains/(Losses) $1,953,681

Ending Market Value $170,767,219

Performance vs CAI Govt/Credit Fixed-Income Style (Gross)
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10th Percentile 1.60 3.70 4.97
25th Percentile 1.49 3.47 4.59

Median 1.39 3.16 4.27
75th Percentile 1.25 2.64 4.01
90th Percentile 0.87 1.83 2.94

SSgA US Govt
Credit Bd Idx 1.20 2.76 3.93

Barclays
Govt/Credit Bd 1.20 2.73 3.92

Relative Return vs Barclays Govt/Credit Bd
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Wells Capital
Period Ended September 30, 2015

Investment Philosophy
The Medium Quality Credit fixed income strategy is designed to maximize total return from the high-grade corporate bond
market while maintaining a strategic allocation to the BBB portion of the high yield market. The investment process for this
fund starts with a "top-down" strategy.  Security selection is determined by in-depth credit research, holding that in-depth
knowledge of industries, companies, and their management teams can help identify credit trends that can lead to
investment opportunities. Furthermore, a disciplined relative value framework is applied to help determine the optimal
position to invest within an industry and within an individual issuer’s capital structure.

Quarterly Summary and Highlights
Wells Capital’s portfolio posted a (0.46)% 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.

Wells Capital’s portfolio outperformed the Barclays Baa
Credit 3% In by 0.30% for the quarter and outperformed the
Barclays Baa Credit 3% In for the year by 1.18%.

Quarterly Asset Growth

Beginning Market Value $355,338,999

Net New Investment $17,238,465

Investment Gains/(Losses) $-1,705,603

Ending Market Value $370,871,861

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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Wells Capital (0.46) 0.68 4.48

Barclays Baa
Credit 3% In (0.76) (0.49) 3.63

Relative Return vs Barclays Baa Credit 3% In
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Western Asset Management Company
Period Ended September 30, 2015

Investment Philosophy
Western Asset designs this portfolio using all major fixed-income sectors with a bias towards non-Treasuries, especially
corporate, mortgage-backed and asset-backed securities.  Value can be added through sector rotation, issue selection,
duration and term structure weighting.

Quarterly Summary and Highlights
Western Asset’s portfolio posted a 0.79% return for the
quarter placing it in the 83 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 57 percentile
for the last year.

Western Asset’s portfolio underperformed the Barclays
Aggregate Index by 0.44% for the quarter and
underperformed the Barclays Aggregate Index for the year
by 0.01%.

Quarterly Asset Growth

Beginning Market Value $358,116,346

Net New Investment $15,576,984

Investment Gains/(Losses) $2,841,828

Ending Market Value $376,535,158

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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10th Percentile 1.47 3.63 4.92
25th Percentile 1.30 3.34 4.51

Median 1.10 3.00 4.24
75th Percentile 0.84 2.61 4.01
90th Percentile 0.59 2.15 3.52

Western Asset 0.79 2.93 4.92

Barclays
Aggregate Index 1.23 2.94 4.03

Relative Return vs Barclays Aggregate Index
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Western Asset TIPS
Period Ended September 30, 2015

Investment Philosophy
Western Asset’s Global Inflation-Linked composite includes portfolios that employ an active, team-managed investment
approach around a long-term, value-oriented investment philosophy.  Constructed primarily of inflation-indexed securities,
these portfolios use diversified strategies in seeking to add value while minimizing risk.  Value can be added through
country selection, term structure, issue selection, duration management and currency management.

Quarterly Summary and Highlights
Western Asset TIPS’s portfolio underperformed the Barclays
Glbl Inftn-Linked by 0.11% for the quarter and outperformed
the Barclays Glbl Inftn-Linked for the year by 0.62%.

Quarterly Asset Growth

Beginning Market Value $255,623,447

Net New Investment $1,915,133

Investment Gains/(Losses) $-3,571,926

Ending Market Value $253,966,654
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JP Morgan Infrastructure
Period Ended September 30, 2015

Investment Philosophy
The only open-ended private commingled infrastructure fund in the U.S, the JPMorgan Infrastructure Investments Fund
invests in stabilized assets in OECD countries with selected value-added opportunities, across infrastructure industry
sub-sectors, including: toll roads, bridges and tunnels; oil and gas pipelines; electricity transmission and distribution
facilities; contracted power generation assets; water distribution; waste-water collection and processing; railway lines and
rapid rail links; and seaports and airports.

Quarterly Summary and Highlights
JP Morgan Infrastructure’s portfolio outperformed the CPI-W
by 2.82% for the quarter and outperformed the CPI-W for
the one-half year by 4.83%.

Quarterly Asset Growth

Beginning Market Value $77,344,865

Net New Investment $-206,832

Investment Gains/(Losses) $1,800,092

Ending Market Value $78,938,124
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Grosvenor Cust. Infrastructure
Period Ended September 30, 2015

Investment Philosophy
The Customized Infrastructure Strategies LP is a commingled fund focused on providing a comprehensive, diversified
solution for investors looking to access the infrastructure asset class.  The Fund seeks to generate stable, long-term yield
and attractive risk-adjusted returns by investing in a diversified portfolio of primary core and core plus infrastructure funds
(30%), co-investments (40%) and opportunistic secondary fund purchases (30%).

Quarterly Summary and Highlights
Grosvenor Cust. Infrastructure’s portfolio underperformed
the CPI-W by 2.45% for the quarter and underperformed the
CPI-W for the one-half year by 12.56%.

Quarterly Asset Growth

Beginning Market Value $3,825,215

Net New Investment $7,308,272

Investment Gains/(Losses) $-235,508

Ending Market Value $10,897,979
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Invesco Core Real Estate
Period Ended September 30, 2015

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 2.88% return
for the quarter placing it in the 50 percentile of the Total Real
Estate DB group for the quarter and in the 35 percentile for
the last year.

Invesco Core Real Estate’s portfolio underperformed the
NCREIF Total Index by 0.21% for the quarter and
outperformed the NCREIF Total Index for the year by
1.97%.

Quarterly Asset Growth

Beginning Market Value $85,766,269

Net New Investment $7,000,000

Investment Gains/(Losses) $2,673,260

Ending Market Value $95,439,529

Performance vs Total Real Estate DB (Net)
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JP Morgan RE Inc & Growth
Period Ended September 30, 2015

Investment Philosophy
The J.P. Morgan U.S. Real Estate Income and Growth Fund seeks to construct and opportunistically manage a portfolio of
core direct real estate investments, complemented by other real estate and real estate-related assets.  The Fund pursues a
broadly diversified absolute-return strategy and pursues all property investments on an opportunistic basis.  The majority of
the Fund’s investments will be in direct core properties in the office, industrial, retail and residential sectors.

Quarterly Summary and Highlights
JP Morgan RE Inc & Growth’s portfolio posted a 0.16%
return for the quarter placing it in the 94 percentile of the
Total Real Estate DB group for the quarter and in the 34
percentile for the last year.

JP Morgan RE Inc & Growth’s portfolio underperformed the
NCREIF Total Index by 2.92% for the quarter and
outperformed the NCREIF Total Index for the year by
2.16%.

Quarterly Asset Growth

Beginning Market Value $89,369,907

Net New Investment $-88,152

Investment Gains/(Losses) $146,437

Ending Market Value $89,428,192

Performance vs Total Real Estate DB (Net)
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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. 

Ρεχεντ Ρεσεαρχη

Πλεασε ϖισιτ ωωω.χαλλαν.χοm/ρεσεαρχη το σεε αλλ οφ ουρ πυβλιχατιονσ.

Φιξεδ Ινχοmε Βενχηmαρκ Ρεϖιεω Τηισ αννυαλ ρεπορτ χοmπαρεσ 

χηαραχτεριστιχσ φορ Βαρχλαψσ, Χιτι, Χρεδιτ Συισσε, ανδ ϑΠ Μοργαν 

ixed income indices versus various Callan Manager peer groups.

Ρεαλ Ινδιχατορσ: Τηε Μετριχσ οφ Ρεαλ Εστατε Ιν τηισ ϖιδεο, Αϖερψ 

Ροβινσον, ΧΑΙΑ, δισχυσσεσ τηε δεϖελοπmεντ οφ ρεαλ εστατε ινδιχα−

τορ mετριχσ ανδ ωηατ τηεψ σαψ αβουτ τηε χυρρεντ mαρκετ. 

Τηε Εδυχατιον οφ Βετα ςιδεο Ευγενε Ποδκαmινερ, ΧΦΑ, δε−

scribes the reasons he decided to explore the topic of “smart beta”.

Τηε Εδυχατιον οφ Βετα: Χαν Αλτερνατιϖε Ινδεξ−

εσ Μακε Ψουρ Πορτφολιο Σmαρτερ? Ρεπριντεδ ιν 

τηε ϑουρναλ οφ Ινϖεστινγ, Ευγενε Ποδκαmινερ 

explores how “smart beta” strategies are put to−

γετηερ, ηοω τηεψ ηαϖε περφορmεδ οϖερ τηε παστ 

δεχαδε, ανδ ηοω τηεψ χαν βε υσεδ βψ ινϖεστορσ. 

Ρεαλ Ασσετσ Ρεπορτερ, Συmmερ/Φαλλ 2015 Dατα ανδ ινσιγητσ ον 

ρεαλ εστατε ανδ οτηερ ρεαλ ασσετ ινϖεστmεντ τοπιχσ, ινχλυδινγ λιστεδ 

ινφραστρυχτυρε.

Ταργετ Dατε Φυνδσ: Φινδινγ τηε Ριγητ ςεηιχλε φορ τηε Ροαδ 

το Ρετιρεmεντ  Author Jimmy Veneruso presents key indings 

ανδ ηιγηλιγητσ σοmε θυεστιονσ πλαν σπονσορσ mαψ χονσιδερ ωηεν 

εϖαλυατινγ ταργετ δατε φυνδσ.

Ηεδγε Φυνδ Μονιτορ, 2νδ Θυαρτερ 2015 Αυτηορ ϑιm ΜχΚεε�σ 

εσσαψ, Ζεν ανδ τηε Αρτ οφ Σελλινγ Σηορτ, ινχλυδινγ θυαρτερλψ περφορ−

mανχε προϖιδεσ α σναπσηοτ οφ τηε ασσετ χλασσ.

Πριϖατε Μαρκετσ Τρενδσ, Συmmερ 2015 Γαρψ Ροβερτσον συm−

mαριζεσ τηε mαρκετ ενϖιρονmεντ, ρεχεντ εϖεντσ, περφορmανχε, 

ανδ οτηερ ισσυεσ ινϖολϖινγ πριϖατε εθυιτψ.

DΧ Οβσερϖερ, 2νδ Θυαρτερ 2015 Χοϖερ στορψ: Wηατ Dο Ψου Σεε 

Through the Brokerage Window? Plus the Callan DC Index™.

Συmmαρψ, ϑυνε Wορκσηοπ: Φιδυχιαρψ Τιδαλ Wαϖε, Ναϖιγατινγ 

DΧ�σ Υνχηαρτεδ Wατερσ Σηαρεδ οβσερϖατιονσ φροm Χαλλαν�σ 2015 

DΧ Τρενδσ Συρϖεψ, client experiences, and case studies.

Χαπιταλ Μαρκετ Ρεϖιεω, 2νδ Θυαρτερ 2015 Ινσιγητσ ον τηε εχονο−

my and recent performance in equities, ixed income, alternatives, 

ρεαλ εστατε, ανδ mορε. 

Ινσιδε Χαλλαν�σ Dαταβασε, 2νδ Θυαρτερ 2015 Τηισ ρεπορτ γραπησ 

περφορmανχε ανδ ρισκ δατα φροm Χαλλαν�σ προπριεταρψ δαταβασε 

αλονγσιδε ρελεϖαντ mαρκετ ινδιχεσ.

Βεατινγ τηε Ηεατ: Φιϖε Βεστ Πραχτιχεσ φορ Εν−

δοωmεντσ ανδ Φουνδατιονσ Ελλεν Βροωνελλ 

presents ive ways endowments and foundations 

χαν κεεπ τηειρ χοολ ωηεν ασσετ αλλοχατιον χον−

ϖερσατιονσ ηεατ υπ. 

2015 Νυχλεαρ Dεχοmmισσιονινγ Φυνδινγ Στυδψ Αυτηορ ϑυλια 

Μοριαρτψ χοϖερσ ποωερ υτιλιτιεσ ωιτη αν οωνερσηιπ ιντερεστ ιν τηε 

οπερατινγ ανδ νον−οπερατινγ νυχλεαρ ρεαχτορσ ιν τηε Υ.Σ.

 

ΧΑΛΛΑΝ 

ΙΝςΕΣΤΜΕΝΤΣ 

ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

3ρδ Θυαρτερ 2015

T H E  J O U R N A L  O F

The Voices of Influence  |  iijournals.com

 SUMMER 2015   Volume 24 Number 2 THEORY & PRACTICE FOR FUND MANAGERS

The Education of Beta: Can 
Alternative Indexes Make Your 
Portfolio Smarter?
EUGENE PODKAMINER

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

ΧΑΛΛΑΝ 

ΙΝςΕΣΤΜΕΝΤΣ 

ΙΝΣΤΙΤΥΤΕ

Ρεσεαρχη
Σποτλιγητ

ϑυλψ 2015

Βεατινγ τηε Ηεατ 

Φιϖε Βεστ Πραχτιχεσ φορ Ενδοωmεντσ ανδ Φουνδατιονσ

Have you found yourself defending your diversiied asset allocation strategy in light of U.S. public markets’ 

strong performance? Here are ive ways to keep your cool when asset allocation conversations heat up:

 

1 Εmπηασιζε θυαλιτψ ιν mαναγερ σελεχτιον. Hire managers to be long-term partners and try to mini-

mize turnover. Determine your access to irst- and second-quartile alternatives managers and also 

your resources to source those managers. When thinking about management fees, look at the big 

picture. What is the long-term goal? What does it cost to get there? What are the risks?

2	 Manage	resources	eficiently	and	effectively.	Think long-term across the entire program, including 

stafing. Hire people who understand managers and manager selection. Look for people who are not 

only investment-savvy, knowledgeable, and experienced, but also those who it with the culture and 

who buy into the investment process. Low staff turnover is correlated with higher returns. If you are 

considering a boost to your alternatives allocation, do you have the appropriate legal and accounting 

staff to handle the additional work? Is your custodian able to handle alternatives?

Successful organizations take a long-term view. They 
think about current spending needs versus future 
spending goals. Decide if you are going to spend more 
on the current generation at the expense of future 
generations, or if you will spend less on the current 
generation to beneit future generations.

Ellen Brownell, Senior Vice President, Fund Sponsor Consulting

Ελλεν ηασ σπεντ χλοσε 

το 20 ψεαρσ ιν τηε 

inancial industry.  

Σηε ηασ εξτενσιϖε 

εξπεριενχε σερϖινγ ιν 

the investment ofices 

of private and public 

universities.



“We think the best way to learn something is to teach it. 
Εντρυστινγ χλιεντ εδυχατιον το ουρ χονσυλταντσ ανδ σπεχιαλιστσ 

ενσυρεσ τηατ τηεψ ηαϖε α τοταλ χοmmανδ οφ τηειρ συβϕεχτ 

mαττερ. Τηισ ισ ονε ρεασον ωηψ εδυχατιον ανδ ρεσεαρχη ηαϖε 

been cornerstones of our irm for more than 40 years.” 

Ρον Πεψτον, Χηαιρmαν ανδ ΧΕΟ

Callan Investments Institute and the “Callan College”

 

Εϖεντσ

Dιδ ψου mισσ ουτ ον α Χαλλαν χονφερενχε ορ ωορκσηοπ? Εϖεντ συm−

mαριεσ ανδ σπεακερσ� πρεσεντατιονσ αρε αϖαιλαβλε ον ουρ ωεβσιτε:  

ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/ΧΙΙ/ 

Τηε Οχτοβερ Ρεγιοναλ Wορκσηοπ, το βε 

ηελδ Οχτοβερ 21 ιν Νεω Ψορκ ανδ Οχτοβερ 

22 ιν Ατλαντα, λοοκσ ατ ωηερε Ρεαλ Ασσετσ 

Μεετ τηε Ρεαλ Wορλδ. Ιν τηισ ωορκσηοπ, ωε 

λοοκ ατ ρεαλ ασσετσ� ϖαριουσ ρολεσ ιν ινστιτυ−

τιοναλ πορτφολιοσ. Wε διϖε ιντο τηε χηαλλενγεσ τηατ αρισε δυρινγ 

ιmπλεmεντατιον�χηαλλενγεσ ασ υνιθυε ασ ινϖεστορσ τηεmσελϖεσ. 

Αλσο, σαϖε τηε δατε φορ ουρ αννυαλ Νατιοναλ Χονφερενχε ιν Σαν 

Φρανχισχο, ϑανυαρψ 25−27, 2016.

Φορ mορε ινφορmατιον αβουτ ρεσεαρχη ορ εδυχατιοναλ εϖεντσ, 

πλεασε χονταχτ Αννα Wεστ: 415.974.5060 / ινστιτυτε≅χαλλαν.χοm

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ  

Εδυχατιοναλ Σεσσιονσ

The Center for Investment Training, better known as the “Callan 
College,” provides a foundation of knowledge for industry profes−

σιοναλσ ωηο αρε ινϖολϖεδ ιν τηε ινϖεστmεντ δεχισιον−mακινγ προ−

cess. It was founded in 1994 to provide clients and non-clients alike 
with basic- to intermediate-level instruction. Our next session is:

Ιντροδυχτιον το Ινϖεστmεντσ

Χηιχαγο, Οχτοβερ 27−28, 2015

2016 δατεσ ΤΒD, πλεασε χηεχκ ουρ ωεβσιτε φορ υπδατεσ

Τηισ σεσσιον φαmιλιαριζεσ φυνδ σπονσορ τρυστεεσ, σταφφ, ανδ ασσετ 

mαναγεmεντ αδϖισορσ ωιτη βασιχ ινϖεστmεντ τηεορψ, τερmινολογψ, 

ανδ πραχτιχεσ. Ιτ λαστσ ονε−ανδ−α−ηαλφ δαψσ ανδ ισ δεσιγνεδ φορ ιν−

dividuals who have less than two years of experience with asset-
mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τυιτιον φορ 

the Introductory “Callan College” session is $2,350 per person. 
Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, βρεακφαστ ανδ λυνχη ον 

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

Χυστοmιζεδ Σεσσιονσ

The “Callan College” is equipped to customize a curriculum to 
meet the training and educational needs of a speciic organization.
Τηεσε ταιλορεδ σεσσιονσ ρανγε φροm βασιχ το αδϖανχεδ ανδ χαν 

take place anywhere—even at your ofice.

Λεαρν mορε ατ ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/χολλεγε/ ορ 

χονταχτ Κατηλεεν Χυννιε: 415.274.3029 / χυννιε≅χαλλαν.χοm

Ρεαλιτψ Χηεχκ: Ρεαλ Ασσετσ 

Μεετ τηε Ρεαλ Wορλδ

Βρεττ Χορνωελλ, ΧΦΑ

Γλοβαλ Μαναγερ Ρεσεαρχη

ϑαψ Κλοεπφερ

Χαπιταλ Μαρκετσ Ρεσεαρχη

Σαλλψ Ηασκινσ

Ρεαλ Ασσετσ Χονσυλτινγ

2015 Ρεγιοναλ Wορκσηοπσ

Οχτοβερ 21 � Νεω Ψορκ Χιτψ

Οχτοβερ 22 � Ατλαντα

Υνιθυε πιεχεσ οφ ρεσεαρχη τηε 

Ινστιτυτε γενερατεσ εαχη ψεαρ50+

Total attendees of the “Callan 
College” since 19943,300 Ψεαρ τηε Χαλλαν Ινϖεστmεντσ 

Ινστιτυτε ωασ φουνδεδ1980

Αττενδεεσ (ον αϖεραγε) οφ τηε 

Ινστιτυτε�σ αννυαλ Νατιοναλ Χονφερενχε500

Εδυχατιον: Βψ τηε Νυmβερσ



 

List of Managers That Do Business with Callan Associates Inc. 

Confidential – For Callan Client Use Only 

Callan 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 09/30/15. 
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 and Fund Sponsor Consulting.  Given the complex corporate and organizational 
ownership structures of investment management firms, parent and affiliate firm relationships are not listed here.  The client list below may include names 
of parent companies who allow their affiliates to use some of the services included in their client contract (eg, educational services including published 
research and attendance at conferences and workshops). Affiliates will not be listed if they don’t separately contract with Callan.  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. Please refer to Callan’s ADV Part 2A for a complete 
listing of TAG’s portfolios. We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios it 
oversees.  Per company policy these requests are handled by TAG’s senior management. 
 

 

 

Quarterly List as of  

September 30, 2015

Knowledge. Experience. Integrity. 9/30/15 

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  
Analytic Investors 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 
Aviva Investors 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  
Baron Capital Management 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 



List of Managers That Do Business with Callan Associates Inc. (continued) 
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Manager Name Educational Services Consulting Services 

Boston Partners  Y Y 

Brandes Investment Partners, L.P. Y Y 

Brandywine Global Investment Management, LLC Y  

Brown Brothers Harriman & Company Y  

Cadence Capital Management Y  

Capital Group Y  

CastleArk Management, LLC  Y 

Causeway Capital Management Y  

Central Plains Advisors, Inc.  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 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 

DE Shaw Investment Management LLC Y  

Delaware Investments Y Y 

DePrince, Race & Zollo, Inc. Y Y 

Deutsche Asset  & Wealth Management Y Y 

Diamond Hill Investments Y  

Donald Smith & Co., Inc. 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 Y 

Fir Tree Partners Y  

First Eagle Investment Management Y  

First Hawaiian Bank  Y 

First State Investments Y  

Fisher Investments Y  

Franklin Templeton   Y Y 
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Manager Name Educational Services Consulting Services 

Fred Alger Management Co., Inc. Y  

Fuller & Thaler Asset Management Y  

GAM (USA) Inc. Y  

Garcia Hamilton  & Associates 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 

Guggenheim Investments Asset Management (fka Security Global) Y  

The Hampshire Companies Y  

Harbor Capital  Y 

Hartford Funds Y  

Hartford Investment Management Co. Y Y 

Heightman Capital Management Corporation  Y 

Henderson Global Investors Y Y 

Hotchkis & Wiley Y  

HSBC Global Asset Management Y  

Income Research & Management Y  

Insight Investment Management  Y 

Institutional Capital LLC Y  

INTECH Investment Management Y  

Invesco Y 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 

LMCG Investments (fka Lee Munder Capital Group) Y  

Legal & General Investment Management America Y  

Lincoln National Corporation  Y 

Logan Circle Partners, L.P. Y  

The London Company Y  

Longview Partners Y  

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

Lord Abbett & Company Y Y 

Los Angeles Capital Management Y  
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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  

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 

Mount Lucas Management LP Y  

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  

Pacific Investment Management Company Y  

Palisade Capital Management LLC Y  

Paradigm Asset Management 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  

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 

Pzena Investment Management, LLC Y  

Pyramis Global Advisors Y  
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Manager Name Educational Services Consulting Services 

Rainier Investment Management Y  

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

Research Affiliates  Y 

Regions Financial Corporation  Y 

RCM  Y 

Rothschild Asset Management, Inc. Y Y 

RS Investments Y  

Russell Investment Management Y  

Sankaty Advisors, LLC 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  

Smith Affiliated Capital Corporation Y  

Smith Graham and Company  Y 

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  

Timberland Investment Resources Y  

TCW Asset Management Company Y  

Thompson, Siegel & Walmsley LLC Y  

USAA Real Estate Company Y  

Van Eck Y  

Versus Capital Group  Y 

Victory Capital Management Inc. Y  

Vontobel Asset Management Y  

Voya Investment Management (fka ING) Y  

Vulcan Value Partners, LLC  Y 

Waddell & Reed Asset Management Group Y Y 

WCM Investment Management Y  

WEDGE Capital Management  Y 

Wellington Management Company, LLP Y  

Wells Capital Management Y  

Wells Fargo Private Bank  Y 

Western Asset Management Company Y  
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Manager Name Educational Services Consulting Services 

William Blair & Co., Inc. Y Y 
 



SIB Audit Committee Agenda 
November 19, 2015 

ND STATE INVESTMENT BOARD 
AUDIT COMMITTEE MEETING 

Thursday, November 19, 2015 – 3:00 PM 
State Capitol – Peace Garden Room 

600 East Blvd Ave, Bismarck, ND  58505-0130 

 

AGENDA 

 

1. Call to Order and Approval of Agenda – Chair (committee action) (5 minutes) 
 

2. Approval of September 25, 2015  Minutes – Chair (committee action) (5 minutes) 
 
3. Presentation of June 30, 2015 Financial Audit Report of RIO + Update on GASB 68 Schedule Audit – 

CliftonLarsonAllen, LLP (to follow) (committee action) (60 minutes) 
 

4. 2015 – 2016 First Quarter Audit Activities Report – Terra Miller Bowley (committee action) (10 minutes) 
 

5. Audit Committee Charter – Terra Miller Bowley (committee information/action) (20 minutes) 
 

6. Other – Next SIB Audit Committee Meeting 
 

North Dakota State Capitol Building 
February 25, 2016 at 3:00 PM 
Peace Garden Room 

 
7. Adjournment 

Any individual requiring an auxiliary aid or service should contact the Retirement and Investment Office at (701) 
328-9885 at least (3) days prior to the scheduled meeting.  
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STATE INVESTMENT BOARD 

AUDIT COMMITTEE MEETING 

MINUTES OF THE 

SEPTEMBER 25, 2015, MEETING 

 

 

COMMITTEE MEMBERS PRESENT: Rebecca Dorwart, Chair 

     Mike Gessner, TFFR Board 

     Karol Riedman, Health Dept. 

     Mike Sandal, PERS Board 

 Cindy Ternes, Workforce Safety & Insurance 

 

STAFF PRESENT:   Bonnie Heit, Assistant to the Audit Committee 

     David Hunter, Executive Director/CIO 

     Fay Kopp, Deputy Executive Director/CRO 

     Terra Miller Bowley, Suprv Audit Services 

     Dottie Thorsen, Internal Auditor 

 

     

CALL TO ORDER: 

 

Ms. Dorwart called the State Investment Board (SIB) Audit Committee meeting to 

order at 1:00 p.m., on Friday, September 25, 2015, at the State Capitol, Ft. 

Union Room, Bismarck, ND. 

 

A quorum was present for the purpose of conducting business.    

 

 

AGENDA: 

 

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

VOTE TO APPROVE THE AGENDA FOR THE SEPTEMBER 25, 2015, MEETING AS DISTRIBUTED.  

 

AYES: MR. SANDAL, MS. TERNES, MR. GESSNER, AND MS. DORWART 

NAYS: NONE 

MOTION CARRIED 

ABSENT: MS. RIEDMAN 

 

 

MINUTES: 

 

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

VOTE TO APPROVE THE MAY 21, 2015, MINUTES AS DISTRIBUTED.  

 

AYES: MR. GESSNER, MR. SANDAL, MS. TERNES, AND MS. DORWART  

NAYS: NONE 

MOTION CARRIED 

ABSENT: MS. RIEDMAN 
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ELECTION OF OFFICERS: 

 

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

TO CONTINUE WITH THE CURRENT SLATE OF OFFICERS FOR THE PERIOD OF JULY 1, 2015 – 

JUNE 30, 2016; MS. DORWART, CHAIR, AND MR. GESSNER, VICE CHAIR/LIAISON TO THE 

SIB. 

 

AYES: MS. TERNES, MR. SANDAL, MR. GESSNER, AND MS. DORWART 

NAYS: NONE 

MOTION CARRIED 

ABSENT: MS. RIEDMAN  

 

 

AUDIT SERVICES YEAR END REPORT: 

 

Ms. Miller Bowley reviewed  Audit Service activities for the period of July 1, 

2014 – June 30, 2015.     

 

Employer Compliance Audit Reports – A total of thirty-one employers had been 

notified either of an upcoming TFFR compliance audit or not in compliance review. 

Twenty-two TFFR Compliance  audits and two not in compliance reviews were 

completed. As of June 30, 2015, twenty-two employers had yet to be audited in the 

third audit cycle. 

 

Discussion followed on employers who are not in compliance with the reporting of 

assessments/contributions to the TFFR Fund. Staff will continue to explore 

options to assist employers with reporting issues.     

 

File Maintenance Audit Report – Four TFFR file maintenance audits were completed 

and no exceptions were noted.   

 

Benefits Payment Audit – The Benefits Payment Audit was started in August 2015 

and the results are noted in the 2015-16 first quarter activities report.  

 

Annual Salary Verification Project – The annual salary verification project was 

completed in January 2015 and five member accounts were corrected.  

 

TFFR Benefit Payment Cost Efficiency Review – A benefit payment cost efficiency 

review was completed in June 2015 and results indicated that retirement benefits 

are being paid at TFFR on a cost effective basis. 

 

Administrative and Investment  

 

Annual Audit Planning – The audit plan for fiscal year 2015-16 was completed in 

April 2015 and accepted by the Audit Committee at their May 21, 2015, meeting 

 

External Audit Support – Audit Services provided support to CliftonLarsonAllen 

prior to, during, and after the annual financial audit of RIO. Preparation for 

the upcoming annual financial audit of RIO was completed in May 2015. Audit 

Services also provided support to CliftonLarsonAllen during the GASB 68 Census 

Data Audits.       
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Executive Limitations – Audit Services completed the Executive Limitations audit 

for the period of January 1, 2014 – December 31, 2014. Results indicate the 

Executive Director/CIO complies with SIB Governance Manual Executive Limitation  

policies A-1 through A-11. Audit Services also facilitated two organization wide 

surveys of employees in December 2014 and January 2015.  

 

Executive Limitation – Staff Relations – Two employees voluntarily terminated 

their employment with RIO for the fiscal year ended June 30, 2015. Exit 

interviews were conducted with both employees and a questionnaire was completed 

during the course of the interviews.  

 

Professional Development – Audit Services reinstated its membership with the 

Institute of Internal Auditors (IIA) and have been attending the local IIA 

chapter meetings since October 2014.  Supervisor of Audit Services continues to 

pursue a CIA designation. 

 

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

VOTE TO ACCEPT THE 2014-15 FISCAL YEAR END ACTIVITIES REPORT. 

 

AYES: MR. GESSNER, MS. RIEDMAN, MR. SANDAL, MS. TERNES, AND MS. DORWART 

NAYS: NONE 

MOTION CARRIED  

 

 

ANNUAL REPORT TO SIB: 

 

Ms. Miller Bowley reviewed a draft of the Audit Committee’s annual report of 

activities to the SIB for the period of July 1, 2014 through June 30, 2015. Ms. 

Miller Bowley will present the report to the SIB at its October 23, 2015, 

meeting. 

 

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

TO ACCEPT THE AUDIT COMMITTEES ANNUAL REPORT TO THE SIB.  

 

AYES: MR. SANDAL, MS. TERNES, MS. RIEDMAN, MR. GESSNER, AND MS. DORWART 

NAYS: NONE 

MOTION CARRIED 

   

 

AUDIT SERVICES FIRST QUARTER REPORT: 

 

Ms. Miller Bowley reviewed the activity of Audit Services for the period of July 

1, 2015 through September 4, 2015.   

 

Employer Compliance Audit Reports – Five TFFR compliance audits and one not in 

compliance  review had been completed as of September 4, 2015. Seven TFFR  

compliance audits were in progress and three were pending but not yet started. 

Six employers were recently notified of an upcoming audit. Seventeen employer 

compliance audits have yet to be audited in the third cycle.    

 

File Maintenance Audit Report – The TFFR File Maintenance Audit was completed for 

the fourth quarter of fiscal year 2015 and no exceptions were noted.  

 

Benefits Payment Audit – The Benefits Payment Audit for the period of July 1, 

2014, through June 30, 2015, was completed and one exception was noted.  
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Administrative and Investment  

 

Executive Limitations – The SIB’s customer satisfaction survey was facilitated in 

July of 2015. The results will be presented to the SIB at their October 23, 2015, 

meeting.   

 

External Audit Support – Audit Services continues to provide support to 

CliftonLarsonAllen during the annual financial audit of RIO including assisting 

with the GASB 68 Census Data Audits. The report will be presented to the Audit 

Committee at their November 19, 2015, meeting.  

 

Professional Development Activities – Staff continues to attend IIA’s local 

chapter meetings for networking and professional development opportunities. 

 

 

AUDIT COMMITTEE CHARTER:  

 

Ms. Miller Bowley presented a draft of the Audit Committee charter for their 

consideration and acceptance.  

 

After review and discussion, Ms. Miller Bowley will forward a soft copy of the 

charter to the Audit Committee for further review and input. The revised charter 

will then be addressed at the November 19, 2015, meeting. 

 

 

ENHANCED TRANSPARENCY: 

 

Ms. Miller Bowley reviewed the Retirement and Investment Office’s (RIO) plan to 

enhance the agencies overall level of transparency in order to expand public 

awareness and understanding. RIO hopes to have more materials available on its 

website by year-end.     

 

 

OTHER: 

 

The next Audit Committee meeting is scheduled for November 19, 2015, at 3:00 p.m. 

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

 

 

ADJOURNMENT: 

 

With no further business to come before the Audit Committee, Ms. Dorwart 

adjourned the meeting at 2:03 p.m.  

 

 

Respectfully Submitted: 

 

 

___________________________ _____ 

Ms. Rebecca Dorwart, Chair      

SIB Audit Committee                 

 
________________________________ 

Bonnie Heit 

Assistant to the Audit Committee 
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Independent Auditors' Report 
 
 
Governor Jack Dalrymple 
The Legislative Assembly 
David Hunter, Executive Director/CIO 
State Investment Board 
Teachers’ Fund for Retirement Board 
North Dakota Retirement and Investment Office 
 
 
Report on the Financial Statements 

We  have  audited  the  accompanying  financial  statements  of  the North Dakota  Retirement  and  Investment 
Office (RIO), a department of the State of North Dakota, which comprise the statements of net position as of 
June 30, 2015 and 2014, and the related statements of changes in net position for the years then ended, and 
the related notes to the financial statements, which collectively comprise RIO’s basic financial statements, and 
the combining and individual fund financial statements as of and for the years ended June 30, 2015 and 2014, 
as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 

Management  is  responsible  for  the  preparation  and  fair  presentation  of  these  financial  statements  in 
accordance with accounting principles generally accepted  in  the United States of America;  this  includes  the 
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation 
of financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 

Our responsibility is to express opinions on these financial statements based on our audits. We conducted our 
audits  in  accordance with  auditing  standards  generally  accepted  in  the  United  States  of  America  and  the 
standards  applicable  to  financial  audits  contained  in  Government  Auditing  Standards,  issued  by  the 
Comptroller General of  the United  States.  Those  standards  require  that we plan  and  perform  the  audit  to 
obtain reasonable assurance about whether the financial statements are free from material misstatement. 
 
An audit  involves performing procedures to obtain audit evidence about the amounts and disclosures  in the 
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those 
risk  assessments,  the  auditor  considers  internal  control  relevant  to  the  entity’s  preparation  and  fair 
presentation  of  the  financial  statements  in  order  to  design  audit  procedures  that  are  appropriate  in  the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s  internal 
control. Accordingly, we  express no  such opinion. An  audit  also  includes  evaluating  the  appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained  is sufficient and appropriate to provide a basis for our 
audit opinions. 
 
Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of RIO as of  June 30, 2015 and 2014, and  the  respective changes  in  financial position  for  the years 
then ended in accordance with accounting principles generally accepted in the United States of America. Also, 
in our opinion, the combining and  individual fund financial statements referred to above present fairly,  in all 
material respects, the financial position of each of the  individual funds of RIO as of June 30, 2015 and 2014, 
and the results of the changes in financial position of such funds for the years then ended, in conformity with 
accounting principles generally accepted in the United States of America. 
 
Emphasis of Matter 

As discussed in Note 1, the financial statements of RIO are intended to present the financial position and the 
changes  in  financial  position  of  only  that  portion  of  the  State  of North Dakota  that  is  attributable  to  the 
transactions of RIO. They do not purport  to, and do not, present  fairly  the  financial position of  the State of 
North Dakota as of June 30, 2015 and 2014, and the changes in its financial position for the years then ended 
in conformity with accounting principles generally accepted in the United States of America. Our opinion is not 
modified with respect to this matter. 
 
Other Matters 

Required Supplementary Information 

Accounting  principles  generally  accepted  in  the  United  States  of  America  require  that  the management’s 
discussion  and  analysis  and  the  schedules  of  changes  in  NPL  and  related  ratios  ‐  ND  Teachers’  Fund  for 
Retirement  and  employer  contributions  ‐  ND  Teachers’  Fund  for  Retirement,  investment  returns  ‐  ND 
Teachers’  Fund  for  Retirement,  employer’s  share  of  NPL  –  ND  Public  Employees  Retirement  System  and 
employer contributions – ND Public Employees Retirement System and related notes, as listed in the table of 
contents, be presented to supplement the basic financial statements. Such information, although not a part of 
the basic financial statements, is required by the Governmental Accounting Standards Board who considers it 
to  be  an  essential  part  of  financial  reporting  for  placing  the  basic  financial  statements  in  an  appropriate 
operational,  economic,  or  historical  context. We  have  applied  certain  limited  procedures  to  the  required 
supplementary  information  in accordance with auditing standards generally accepted  in the United States of 
America, which consisted of  inquiries of management about  the methods of preparing  the  information and 
comparing the  information for consistency with management’s responses to our  inquiries, the basic financial 
statements, and other knowledge we obtained during our audits of the basic financial statements. We do not 
express  an  opinion  or  provide  any  assurance  on  the  information  because  the  limited  procedures  do  not 
provide us with sufficient evidence to express an opinion or provide any assurance. 
 
Other Information 

Our audits were conducted for the purpose of forming opinions on the financial statements that collectively 
comprise RIO’s basic  financial  statements  and  the  combining  and  individual  fund  financial  statements.  The 
schedules of administrative expenses, consultant expenses, investment expenses, and appropriations – budget 
basis – fiduciary funds, as listed in the table of contents, are presented for purposes of additional analysis and 
are not a required part of the basic financial statements. 
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These  schedules  are  the  responsibility  of management  and were  derived  from  and  relate  directly  to  the 
underlying accounting and other records used to prepare the basic financial statements. Such information has 
been subjected to the auditing procedures applied  in the audits of the basic financial statements and certain 
additional  procedures,  including  comparing  and  reconciling  such  information  directly  to  the  underlying 
accounting  and  other  records  used  to  prepare  the  basic  financial  statements  or  to  the  basic  financial 
statements  themselves,  and  other  additional  procedures  in  accordance  with  auditing  standards  generally 
accepted  in  the  United  States  of  America.  In  our  opinion,  the  information  is  fairly  stated,  in  all material 
respects, in relation to the basic financial statements as a whole. 
 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Audit Standards, we have also issued our report dated November 9, 2015, on 
our  consideration of RIO’s  internal  control over  financial  reporting  and on our  tests of  its  compliance with 
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that 
report  is to describe the scope of our testing of  internal control over financial reporting and compliance and 
the results of that testing, and not to provide an opinion on the internal control over financial reporting or on 
compliance.   That  report  is an  integral part of an audit performed  in accordance with Government Auditing 
Standards and should be considered in assessing the results of our audits 
 

a 
 
Baltimore, Maryland 
November 9, 2015 
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Independent Auditors’ Report on Internal Control over Financial Reporting and 
on Compliance and Other Matters Based on an Audit of Financial Statements 

Performed in Accordance with Government Auditing Standards 
 
 
Governor Jack Dalrymple 
The Legislative Assembly 
David Hunter, Executive Director/CIO 
State Investment Board 
Teachers’ Fund for Retirement Board 
North Dakota Retirement and Investment Office 
 
 
We  have  audited,  in  accordance  with  the  auditing  standards  generally  accepted  in  the  United  States  of 
America and the standards applicable to financial audits contained  in Government Auditing Standards  issued 
by  the  Comptroller  General  of  the  United  States,  the  basic  financial  statements  of  the  North  Dakota 
Retirement  and  Investment  Office  (RIO),  a  department  of  the  State  of  North  Dakota,  which  collectively 
comprise RIO’s basic  financial statements, and  the combining and  individual  fund  financial statements, as of 
and for the year ended June 30, 2015, and the related notes to the financial statements, and have issued our 
report thereon dated November 9, 2015. 
 
Internal Control over Financial Reporting 

Management of RIO  is  responsible  for establishing  and maintaining effective  internal  control over  financial 
reporting. In planning and performing our audit, we considered RIO's internal control over financial reporting 
as a basis  for designing our auditing procedures  for  the purpose of expressing our opinions on  the  financial 
statements, but not  for  the purpose of expressing an opinion on  the effectiveness of RIO’s  internal  control 
over  financial  reporting.   Accordingly, we  do  not  express  an  opinion  on  the  effectiveness  of RIO’s  internal 
control over financial reporting. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees,  in  the normal  course of performing  their assigned  functions,  to prevent, or detect and  correct, 
misstatements  on  a  timely  basis. A material weakness  is  a  deficiency,  or  a  combination  of  deficiencies,  in 
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial 
statements will not be prevented, or detected and  corrected on a  timely basis. A  significant deficiency  is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
 
Our  consideration  of  internal  control was  for  the  limited  purpose  described  in  the  first  paragraph  of  this 
section and was not designed to identify all deficiencies in internal control that might be material weaknesses 
or  significant  deficiencies. Given  these  limitations,  during  our  audit we  did  not  identify  any  deficiencies  in 
internal  control  that we consider  to be material weaknesses. However, material weaknesses may exist  that 
have not been identified. 
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Compliance and Other Matters 

As part of obtaining  reasonable assurance about whether RIO's  financial  statements are  free  from material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed 
no instances of noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 
 
Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and 
the result of  that  testing, and not  to provide an opinion on  the effectiveness of RIO’s  internal control or on 
compliance.  This  report  is  an  integral part of  an  audit performed  in  accordance with Government Auditing 
Standards in considering RIO’s internal control and compliance. Accordingly, this communication is not suitable 
for any other purpose. 
 

a 
 
CliftonLarsonAllen LLP 
 
Baltimore, Maryland 
November 9, 2015 
 
 



 
 

North Dakota Retirement and Investment Office 
Schedule of Findings and Responses 

June 30, 2015 and 2014 
 

6 

 
 
We did not identify any findings that are required to be reported in accordance with Government Auditing 
Standards. 
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Our discussion and analysis of the ND Retirement and Investment Office’s (RIO) financial performance 
provides an overview of RIO’s financial activities for the fiscal year ended June 30, 2015.  Please read it in 
conjunction with the basic financial statements, which follow this discussion. 
 
RIO administers two fiduciary funds, a pension trust fund for the ND Teachers’ Fund for Retirement (TFFR) 
and an investment trust fund for the ND State Investment Board (SIB) consisting of 23 investment clients in two 
investment pools and two individual investment accounts. 

 
Financial Highlights 
 
Total net position increased in the fiduciary funds by $1.31 billion or 13.9% from the prior year.  Approximately 
85% of that increase is due to the growth of the Legacy Fund. The Legacy Fund was created by a constitutional 
amendment in 2010.  The amendment provides that 30% of oil and gas gross production and oil extraction taxes 
on oil produced after June 30, 2011, be transferred to the Legacy Fund. Transfers into the Legacy Fund totaled 
$1.01 billion during the fiscal year. 
 
Additions in the fiduciary funds for the year decreased $736.6 million or 29.8% from the previous year. Net 
investment income decreased by $647.5 million and total contributions increased $31.5 million. 
 
Deductions in the fiduciary funds decreased over the prior year by $91.2 million or 17.7%.  Payments to TFFR 
members in the form of benefits and refunds increased by $9.9 million or 6.2%. This increase represented a rise 
in the total number of retirees drawing retirement benefits from the pension fund as well as an increase in the 
retirement salaries on which the benefits of new retirees are based. The redemption of units from the investment 
trust decreased by $101.8 million or 29.0%. 
 
As of June 30, 2015, the TFFR pension plan had a Net Pension Liability (NPL) of $1.3 billion and Plan 
Fiduciary Net Position as a percent of Total Pension Liability (TPL) of 62.1%. 
 
Overview of the Financial Statements 
 
This report consists of four parts – management’s discussion and analysis (this section), the basic financial 
statements, required supplementary information, and additional supplementary information that presents 
combining statements for the investment trust funds.  The basic financial statements include fund financial 
statements that focus on individual parts of RIO’s activities (fiduciary funds). 
 
The financial statements also include notes that explain some of the information in the financial statements and 
provide more detailed data.  The statements are followed by a section of required supplementary information 
that further explains and supports the information in the financial statements.  In addition to these required 
elements, we have included additional supplementary information, including combining statements that provide 
details about our investment trust funds, each of which are added together and presented in single columns in the 
basic financial statements. 
 
Fund Financial Statements 
 
The fund financial statements provide detailed information about RIO’s activities. Funds are accounting devices 
that RIO uses to keep track of specific sources of funding and spending for particular purposes. 
 
RIO uses fiduciary funds as RIO is the trustee, or fiduciary, for TFFR (a pension plan) and SIB (investment trust 
funds).  RIO is responsible for ensuring that the assets reported in these funds are used for their intended 
purposes.  All of RIO’s fiduciary activities are reported in a statement of net position and a statement of changes 
in net position. 
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Financial Analysis 
 
RIO’s fiduciary fund total assets as of June 30, 2015, were $10.7 billion and were comprised mainly of 
investments.  Total assets increased by $1.3 billion or 13.9% from the prior year primarily due to the growth of 
the Legacy Fund.  
 
Total liabilities as of June 30, 2015, were $13.2 million. The majority of the liabilities was comprised of 
investment expenses payable of $11.4 million and accrued expenses of $1.5 million. The accrued expenses 
include the net pension liability (NPL) of $773,000 that is required to be reported under GASB statement 68. 
This amount represents RIO’s proportionate share of the ND Public Employees Retirement System (NDPERS) 
Main Plan’s NPL measured as of June 30, 2014. Total liabilities increased by $2.5 million or 23.4% from the 
prior year due mainly to an increase in investment expenses payable at June 30, 2015, caused by the timing of 
the payment of those expenses. 
 
RIO’s fiduciary fund total net position was $10.7 billion at the close of fiscal year 2015. 
 

North Dakota Retirement and Investment Office 
Net Position – Fiduciary Funds 

(In Millions) 
 

2015 2014
Total % 
Change

Assets
Investments 10,668.6      9,373.5        13.8%
Receivables 61.1              48.2              26.9%
Cash & Other 19.0              17.1              11.1%
   Total Assets 10,748.7      9,438.8        13.9%

Deferred Outflows of Resources
Deferred outflows related to pensions 0.1                -               100.0%

Liabilities
   Total Liabilities 13.2              10.7              23.4%

Deferred Inflows of Resources
Deferred inflows related to pensions 0.2                -               100.0%

Total Net Position 10,735.5$    9,428.1$      13.9%

 
Note: RIO posted prior period adjustments in fiscal year 2015 in order to comply with Governmental 
Accounting Standards Board (GASB) Statements 68 and 71 related to certain defined benefit pension 
plan participation. The adjustment amounts, totaling just under $822,000, recognize the initial balances 
of net pension liability and deferred outflows of resources associated with RIO’s participation in the ND 
Public Employees Retirement System (NDPERS) Main Plan. The adjustments were made to the 
beginning net position for fiscal year 2015. 
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2014 2013
Total % 
Change

Assets
Investments 9,373.5$      7,421.8$      26.3%
Receivables 48.2              44.1              9.2%
Cash & Other 17.1              16.2              5.5%
   Total Assets 9,438.9        7,482.1        26.2%

Liabilities
   Total Liabilities 10.7              7.5                42.4%

Total Net Position 9,428.2$      7,474.6$      26.1%

 
 

 
 

North Dakota Retirement and Investment Office 
Changes in Net Position – Fiduciary Funds 

(In Millions) 
 

2015 2014
Total % 
Change

Additions:
   Contributions 152.5$         121.0$         26.0%
   Investment Income 340.0           987.5           -65.6%
   Purchase of Units 1,239.9        1,360.5        -8.9%
Total Additions 1,732.4        2,469.0        -29.8%

Deductions:
  Payments to TFFR members 172.2           162.2           6.2%
  Administrative Expenses 2.9                2.3                25.6%
  Redemption of Units 249.1           350.9           -29.0%
Total Deductions 424.2           515.4           -17.7%

Total change in net position 1,308.2$      1,953.6$      -33.0%
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2014 2013
Total % 
Change

Additions:
   Contributions 121.0$         115.8$         4.4%
   Investment Income 987.5           637.8           54.8%
   Purchase of Units 1,360.5        1,053.3        29.2%
Total Additions 2,469.0        1,806.9        36.6%

Deductions:
  Payments to TFFR members 162.2           149.0           8.9%
  Administrative Expenses 2.3                2.2                4.4%
  Redemption of Units 350.9           234.8           49.4%
Total Deductions 515.4           386.0           33.5%

Total change in net position 1,953.6$      1,420.9$      37.5%

 
 
 
Statement of Changes in Net Position – Additions 
 
Contributions and net investment income are the two components of the fiduciary fund additions. Contributions 
collected by the pension trust fund increased by $31.5 million or 26.0% over the previous fiscal year due to a 
2% contribution rate increase for both the employers and members that took effect 7/1/2014. Net investment 
income (net of investment expenses) decreased by $647.5 million or 65.6% from last year. This was the result of 
weakening financial markets during the fiscal year.  
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Statement of Changes in Net Position – Deductions 
 
Benefits paid to TFFR plan participants, including partial lump-sum distributions, increased by $9.9 million or 
6.2% during the fiscal year ended June 30, 2015.  This was due to an increase in the total number of retirees in 
the plan as well as an increased retirement salary on which the benefits are based upon. Refunds decreased 
slightly in fiscal year 2015, by $19,000 or 0.5%.  
 
Administrative expenses increased by $583,000 or 25.6%. This increase is mainly due to an increase in salary 
expense due to being fully staffed, including the addition of an investment analyst position, and an increase in 
audit and actuary fees due to the implementation of GASB Statements 67 and 68. 
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Conclusion 
 
Improving U.S. labor markets and generally favorable economic policy were responsible for generating positive 
investment returns in the U.S. On the other hand, returns on foreign assets were hampered by a stronger dollar, 
economic uncertainty in the Eurozone, and slower growth prospects in the emerging markets. For the fiscal year 
ended June 30, 2015, the TFFR pension plan generated net investment returns of over 3.5% which exceeded the 
investment policy benchmark of 2.2% by over 1.3%.  Strong returns in U.S. equities (up 8.5%) and U.S. fixed 
income (up 3.2%) were partially offset by disappointing results in international equities (down 2.7%) and 
international fixed income (down 10%).  Impressive real asset returns including real estate (up 15%) were 
partially offset by disappointing results in our private equity portfolio (down 5%) and timber investments (up 
4%).   
 
While cumulative returns in the post-credit crisis era have been robust, investors today face numerous 
challenges in the future that may limit the potential for high market returns and amplify market risk. First, one 
could argue that many asset classes and strategies no longer offer compelling valuations for investors. Second, 
the ever-growing debt burden from unprecedented monetary policy and muted economic growth in a range of 
economies makes it less and less likely that authorities will be in a position to provide a cushion in a downturn 
when it occurs. Finally, the specter of the Federal Reserve raising short-term interest rates in the near future does 
pose a challenge to certain asset classes and strategies to varying degrees. To meet this challenge, the State 
Investment Board will continue to research strategies and investment options that mitigate and diversify the 
sources of risk accepted to address funding issues in the challenging years ahead.   



 
 

North Dakota Retirement and Investment Office 
Management’s Discussion and Analysis 

June 30, 2015 and 2014 
 

12 

 
TFFR’s funding objective is to meet long-term pension benefit obligations through contributions and investment 
income. To address TFFR’s funding shortfall, the ND State Legislature took action in 2011 and approved 
legislation to increase contributions (4% member and 4% employer) and modify certain benefits for non-
grandfathered members. Increased contribution rates will be in effect until TFFR reaches 100% funding on an 
actuarial basis. This comprehensive funding recovery plan, along with solid investment performance in the 
future, is expected to improve TFFR’s funding level over the long term.  
 
As of July 1, 2015, TFFR’s funding level was 61.6% on an actuarial basis. TFFR’s funding level reflects 
modified actuarial assumptions which were approved by the Board in 2015 after an Actuarial Experience Study 
was conducted. Although TFFR’s unfunded liability increased from the previous year, the plan is projected to 
become nearly fully funded in approximately 30 years, if all actuarial assumptions are met. Protecting the long 
term solvency of the pension plan is the TFFR Board’s fiduciary responsibility. The Board will continue to 
proactively address TFFR funding issues so the plan will be financially strong and sustainable for past, present, 
and future ND educators. 
 
Contacting RIO Financial Management 
 
This financial report is designed to provide our Boards, our membership, our clients and the general public with 
a general overview of RIO’s finances and to demonstrate RIO’s accountability for the money we receive.  If you 
have any questions about this report or need additional information, contact the North Dakota Retirement and 
Investment Office, PO Box 7100, Bismarck, ND 58507-7100.  
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2015 2014 2015 2014
Assets:
  Investments, at  fair value
     Equities $ -                $ -                $ 1,708,243,680 $ 55,112,752      
     Equity pool 1,114,412,547 1,089,067,377 1,899,373,890 2,787,747,097 
     Fixed income -                -                1,186,979,426 533,078,401    
     Fixed income pool 480,175,754  478,677,486  2,202,727,271 3,083,559,151 
     Real assets -                -                509,958,485  -                 
     Real assets pool 389,351,436  369,078,739  843,179,560  645,467,366    
     Private equity pool 81,662,078    97,357,862    95,675,581    114,064,794    
     Cash pool 29,631,182    20,045,640    127,180,135  100,251,550    

         Total investments 2,095,232,997 2,054,227,104 8,573,318,028 7,319,281,111 

  Receivables:
     Investment income 8,574,358      7,457,808      28,925,179    24,467,745      
     Contributions 23,591,127    16,233,852    -                -                 
     Miscellaneous 20,646           4,362             13,084           11,316             

         Total receivables 32,186,131    23,696,022    28,938,263    24,479,061      

  Due from other state agency 142                -                57                   -                 
  Cash and cash equivalents 18,964,646    17,012,740    90,692           145,652           

         Total assets 2,146,383,916 2,094,935,866 8,602,347,040 7,343,905,824 

Deferred outflows of resources
  Deferred outflows related to pensions 76,002             -                  47,146             -                  

Liabilit ies:
  Accounts payable 142,372         58,356           49,697           39,232             
  Investment expenses payable 3,101,713      3,262,454      8,326,400      6,599,159        
  Accrued expenses 1,193,136      631,740         342,998         70,572             
  Miscellaneous payable -                -                16,497           14,804             
  Due to other state agencies 8,722               6,260               2,314               1,169               

         Total liabilit ies 4,445,943      3,958,810      8,737,906      6,724,936        

Deferred inflows of resources
  Deferred inflows related to pensions 93,175             -                  57,796             -                  

Net position:
  Retricted for pensions 2,141,920,800 2,090,977,056 -                  -                  
  Held in trust for external investment
   pool participants:
      Pension pool -                -                2,697,830,841 2,603,764,672 
      Insurance pool -                -                2,472,333,924 4,643,121,726 
  Held in trust for individual investment
   accounts -                -                3,423,433,719 90,294,490      

         Total net position $ 2,141,920,800 $ 2,090,977,056 $ 8,593,598,484 $ 7,337,180,888 

Each participant unit  is valued at $1.00
Participant units outstanding 8,593,598,484 7,337,180,888 

Pension Trust Investment Trust
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2015 2014 2015 2014

Additions:

 Contributions:
  Employer contributions $ 78,422,098             $ 62,355,146             $ -                          $ -                          

  Member contributions 72,268,451             56,554,767             -                          -                          
  Purchased service credit 1,600,739               2,034,289               -                          -                          

  Interest, penalties and other 172,474                  47,766                    -                          -                          

         Total contributions 152,463,762           120,991,968           -                          -                          

 Investment income:
  Net change in fair

    value of investments 39,635,140             264,759,565           115,453,148           567,151,376           
  Interest, dividends and other income 40,486,496             36,744,024             173,270,874           144,142,458           

80,121,636             301,503,589           288,724,022           711,293,834           
  Less investment expenses 6,916,830               7,257,140               21,929,066             18,023,588             

         Net investment income 73,204,806             294,246,449           266,794,956           693,270,246           

  Purchase of units ($1 per unit) -                          -                          1,239,909,653        1,360,499,546        

         Total additions 225,668,568           415,238,417           1,506,704,609        2,053,769,792        

Deductions:
  Benefits paid to participants 167,792,430           157,529,892           -                          -                          

  Partial lump-sum distributions 557,332                  820,463                  -                          -                          
  Refunds 3,889,671               3,908,921               -                          -                          

  Administrative expenses 1,923,392               1,586,045               939,798                  693,895                  
  Redemption of units ($1 per unit) -                          -                          249,087,335           350,900,674           

         Total deductions 174,162,825           163,845,321           250,027,133           351,594,569           

         Change in net position 51,505,743             251,393,096           1,256,677,476        1,702,175,223        

Net position:

  Beginning of year 2,090,977,056        $ 1,839,583,960        $ 7,337,180,888        $ 5,635,005,665        
  Restatement due to implementation
   of GASB 68 (561,999)                 -                          (259,880)                 -                          

  Beginning of year, as restated 2,090,415,057        1,839,583,960        7,336,921,008        5,635,005,665        

  End of Year $ 2,141,920,800        $ 2,090,977,056        $ 8,593,598,484        $ 7,337,180,888        

Pension Trust Investment Trust
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Note 1 - Summary of Significant Accounting Policies 
 
RIO is an agency of the State of North Dakota operating through the legislative authority of North Dakota 
Century Code (NDCC) Chapter 54-52.5 and is considered part of the State of North Dakota financial reporting 
entity and included in the State of North Dakota’s Comprehensive Annual Financial Report. 
 
For financial reporting purposes, RIO has included all funds, and has considered all potential component units 
for which RIO is financially accountable, and other organizations for which the nature and significance of their 
relationship with RIO are such that exclusion would cause RIO’s financial statements to be misleading or 
incomplete. The Governmental Accounting Standards Board has set forth criteria to be considered in 
determining financial accountability. This criteria includes appointing a voting majority of an organization’s 
governing body and (1) the ability of RIO to impose its will on that organization or (2) the potential for the 
organization to provide specific financial benefits to, or impose specific financial burdens on RIO. 
 
Based upon these criteria, there are no component units to be included within RIO as a reporting entity and RIO 
is part of the State of North Dakota as a reporting entity. 
 
Fund Financial Statement 
 
All activities of RIO are accounted for within the pension and investment trust funds and are shown, by fund, in 
the fiduciary fund financial statements. 
 
Measurement Focus, Basis of Accounting and Financial Statement Presentation 
 
The financial statements of RIO are reported using the economic resources measurement focus and the accrual 
basis of accounting. 
 
This measurement focus includes all assets and liabilities associated with the operations of the fiduciary funds 
on the statements of net position. Revenues are recorded when earned and expenses are recorded when a liability 
is incurred, regardless of the timing of related cash flows. 
 
Restatement 
 
The June 30, 2014, ending net position of the Pension and Investment Trusts was restated by ($561,999) and 
($259,880), respectively. RIO posted prior period adjustments in fiscal year 2015 in order to comply with 
Governmental Accounting Standards Board (GASB) Statements 68 and 71 related to certain defined benefit 
pension plan participation. The adjustment amounts recognize the initial balances of net pension liability and 
deferred outflows of resources associated with RIO’s participation in the ND Public Employees Retirement 
System (NDPERS) Main Plan. 
                      Pension Trust    Investment Trust 
Net Position – June 30, 2014, as previously reported              $2,090,977,056     $7,337,180,888 
Restatement due to implementation of GASB 68, effect on net position              (561,999)               (259,880) 
Net Position – June 30, 2014, as restated     $2,090,415,057      $7,336,921,008
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Fiduciary Fund  
 
A pension trust fund and investment trust funds have been established to account for the assets held by RIO in a 
trustee capacity for TFFR and as an agent for other governmental units or funds which have placed certain 
investment assets under the management of SIB. The SIB manages two external investment pools and two 
individual investment accounts. The two external investment pools consist of a pension pool and insurance pool. 
SIB manages the investments of the North Dakota Public Employees Retirement System, Job Service of North 
Dakota, Bismarck City Employees and Police, City of Grand Forks Employees and Grand Forks Parks 
Employees pension plans in the pension pool. The investments of Workforce Safety and Insurance, State Fire & 
Tornado, State Bonding, Petroleum Tank Release Compensation Fund, Insurance Regulatory Trust, North 
Dakota Association of Counties Fund, Risk Management, Risk Management Workers Comp, PERS Group 
Insurance, City of Bismarck Deferred Sick Leave, City of Fargo FargoDome Permanent Fund, Cultural 
Endowment Fund, ND State Board of Medical Examiners, and Budget Stabilization Fund are managed in the 
insurance pool. The Legacy Fund and PERS Retiree Health investments are managed by SIB in individual 
investment accounts; except for a small portion of the Legacy Fund fixed income assets that will remain pooled 
until they are liquidated at a future date and their cash allocation that will remain pooled for operational 
efficiency. 
 
RIO has no statutory authority over, nor responsibility for, these investment trust funds other than the 
investment responsibility provided for by statute or through contracts with the individual agencies. The funds 
that are required to participate according to statute are:  Public Employees Retirement System, Workforce Safety 
and Insurance, State Fire and Tornado, State Bonding, Petroleum Tank Release Compensation Fund, Insurance 
Regulatory Trust, Risk Management, Risk Management Workers Comp, Cultural Endowment Fund, Legacy 
Fund and Budget Stabilization Fund. 
 
RIO follows the pronouncements of the Governmental Accounting Standards Board (GASB), which is the 
nationally accepted standard setting body for establishing accounting principles generally accepted in the United 
States of America for governmental entities.  
 
Pension and Investment Trust Funds are accounted for using the accrual basis of accounting. Member 
contributions are recognized in the period in which they are due. Employer contributions are recognized when 
due and the employer has made a formal commitment to provide the contributions. Benefits and refunds are 
recognized when due and payable in accordance with the NDCC. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could 
differ from those estimates.  
 
RIO utilizes various investment instruments. Investment securities, in general, are exposed to various risks, such 
as interest rate, credit, and overall market volatility. Due to the level of risk associated with certain investment 
securities, it is reasonably possible that changes in the values of investment securities will occur in the near term 
and that such change could materially affect the amounts reported in the statements of net position. 
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Budgetary Process 
 
RIO operates through a biennial appropriation, which represents appropriations recommended by the Governor 
and presented to the General Assembly (the Assembly) at the beginning of each legislative session. The 
Assembly enacts RIO’s budget through passage of a specific appropriation bill. The State of North Dakota’s 
budget is prepared principally on a modified accrual basis. The Governor has line item veto power over all 
legislation, subject to legislative override. 
 
Once passed and signed, the appropriation bill becomes RIO’s financial plan for the next two years. Changes to 
the appropriation are limited to Emergency Commission authorization, initiative, or referendum action. The 
Emergency Commission can authorize receipt of federal or other moneys not appropriated by the Assembly if 
the Assembly did not indicate intent to reject the money. The Emergency Commission may authorize pass-
through federal funds from one state agency to another. The Emergency Commission may authorize the transfer 
of expenditure authority between appropriated line items, however RIO has specific authority as a special fund 
to transfer between the contingency line item and other line items. Unexpended appropriations lapse at the end 
of each biennium, except certain capital expenditures covered under the NDCC section 54-44.1-11.  
 
RIO does not use encumbrance accounting. The legal level of budgetary control is at the agency, appropriation 
and expenditure line item level. RIO does not formally budget revenues and it does not budget by fund. The 
statement of revenues, expenditures and changes in fund balances - budget and actual is not prepared because 
revenues are not budgeted. 
 
Capital Assets and Depreciation 
 
Capital asset expenditures greater than $5,000 are capitalized at cost in accordance with Section 54-27-21 of the 
NDCC. Depreciation is computed using the straight-line method over the estimated useful lives of the assets. 
The estimated useful lives are as follows: 
 
       Years 
   Office equipment       5 
   Furniture and fixtures       5 
 
Investments 
 
NDCC Section 21-10-07 states that the SIB shall apply the prudent investor rule when investing funds under its 
supervision. The prudent investor rule means that in making investments, the fiduciaries shall exercise the 
judgment and care, under the circumstances then prevailing, that an institutional investor of ordinary prudence, 
discretion and intelligence exercises in the management of large investments entrusted to it, not in regard to 
speculation, but in regard to the permanent disposition of funds, considering probable safety of capital as well as 
probable income. 
 
The pension fund belonging to TFFR and investment trust funds attributable to the City of Bismarck Employee 
Pension Plan, the City of Bismarck Police Pension Plan, Job Service of North Dakota, City of Grand Forks 
Employee Pension Plan, Grand Forks Parks Pension Plan and the Public Employees Retirement System (PERS) 
must be invested exclusively for the benefit of their members. All investments are made in accordance with the 
respective fund’s long-term investment objectives and performance goals. 
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Pooled Investments 
 
Most funds whose investments are under the supervision of the SIB participate in pooled investments. The 
agencies transfer money into the investment pools and receive an appropriate percentage ownership of the 
pooled portfolio based upon fair value. All activities of the investment pools are allocated to the agencies based 
upon their respective ownership percentages. Each participant unit is valued at $1.00 per unit. 
 
Investment Valuation and Income Recognition 
 
Investments are reported at fair value. Quoted market prices, when available, have been used to value 
investments. The fair values for securities that have no quoted market price represent estimated fair value. 
International securities are valued based upon quoted foreign market prices and translated into U.S. dollars at the 
exchange rate in effect at June 30. In general, corporate debt securities have been valued at quoted market prices 
or, if not available, values are based on yields currently available on comparable securities of issuers with 
similar credit ratings. Mortgages have been valued on the basis of their future principal and interest payments 
discounted at prevailing interest rates for similar instruments. The fair value of real estate investments, including 
timberland, is based on appraisals plus fiscal year-to-date capital transactions. Publicly traded alternative 
investments are valued based on quoted market prices. When not readily available, alternative investment 
securities are valued using current estimates of fair value from the investment manager. Such valuations 
consider variables such as financial performance of the issuer, comparison of comparable companies’ earnings 
multiples, cash flow analysis, recent sales prices of investments, withdrawal restrictions, and other pertinent 
information. Because of the inherent uncertainty of the valuation for these other alternative investments, the 
estimated fair value may differ from the values that would have been used had a ready market existed. 
 
The net change in fair value of investments consists of the realized gains or losses and the unrealized increase or 
decrease in fair value of investments during the year. Realized gains and losses on sales of investments are 
computed based on the difference between the sales price and the original cost of the investment sold. Realized 
gains and losses on investments that had been held in more than one fiscal year and sold in the current fiscal 
year were included as a change in the fair value of investments reported in the prior year(s) and the current year. 
 
Unrealized gains and losses are computed based on changes in the fair value of investments between years. 
Security transactions are accounted for on a trade date basis. Interest income is recognized when earned. 
Dividend income is recorded on the ex-dividend date. 
 
Pensions 
 
For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of 
resources related to pensions, and pension expense, information about the fiduciary net position of the ND 
Public Employees Retirement System (NDPERS) and additions to/deductions from NDPERS' fiduciary net 
position have been determined on the same basis as they are reported by NDPERS. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in accordance 
with the benefit terms. Investments are reported at fair value. 
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Note 2 - Cash and Cash Equivalents 
 
Custodial Credit Risk 
 
State law generally requires that all state funds be deposited in the Bank of North Dakota. NDCC 21-04-01 
provides that public funds belonging to or in the custody of the state shall be deposited in the Bank of North 
Dakota. Also, NDCC 6-09-07 states, “[a]ll state funds … must be deposited in the Bank of North Dakota” or 
must be deposited in accordance with constitutional and statutory provisions. 
 
Pension Trust Fund 
 
Deposits held by the Pension Trust Fund at June 30, 2015 and 2014 were deposited in the Bank of North 
Dakota. At June 30, 2015 and 2014, the carrying amount of TFFR’s deposits was $18,964,646 and $17,012,740, 
respectively, and the bank balance was $18,795,430 and $17,015,906 respectively. The difference results from 
checks outstanding or deposits not yet processed by the bank. These deposits are exposed to custodial credit risk 
as uninsured and uncollateralized. However, these deposits at the Bank of North Dakota are guaranteed by the 
State of North Dakota through NDCC Section 6-09-10. 
 
Investment Trust Funds 
 
Certificates of deposit are recorded as investments and have a cost and carrying value of $93,980,286 and 
$106,948,787 at June 30, 2015 and 2014, respectively. In addition these funds carry cash and cash equivalents 
totaling $90,692 and $145,652 at June 30, 2015 and 2014, respectively. These deposits are exposed to custodial 
credit risk as uninsured and uncollateralized. However, these deposits held at the Bank of North Dakota are 
guaranteed by the State of North Dakota through NDCC Section 6-09-10. 
 
Note 3 - Investments 
 
The investment policy of the SIB is governed by NDCC 21-10. The SIB shall apply the prudent investor rule in 
investing for funds under its supervision. The “prudent investor rule” means that in making investments, the 
fiduciaries shall exercise the judgment and care, under the circumstances then prevailing, that an institutional 
investor of ordinary prudence, discretion, and intelligence exercises in the management of large investments 
entrusted to it, not in regard to speculation but in regard to the permanent disposition of funds, considering 
probable safety of capital as well as probable income. The retirement funds belonging to the teachers’ fund for 
retirement and the public employees’ retirement system must be invested exclusively for the benefit of their 
members and in accordance with the respective funds’ investment goals and objectives. 
 
Interest Rate Risk 
 
Interest rate risk is the risk that changes in interest rates of debt securities will adversely affect the fair value of 
an investment. The price of a debt security typically moves in the opposite direction of the change in interest 
rates. The SIB does not have a formal investment policy that limits investment maturities as a means of 
managing its exposure to potential fair value losses arising from future changes in interest rates. 
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At June 30, 2015 and 2014, the following tables show the investments by investment type and maturity 
(expressed in thousands). 
 
 

2015
Total Fair

Value
Less than

1 Year 1-6 Years 6-10 Years
More than 10 

Years

Asset Backed Securities 174,485$     165$             48,233$        21,321$        104,766$     
Bank Loans 5,376            -                4,579            797               -                
Collateralized Bonds -                -                -                -                -                
Commercial Mortgage-Backed 146,924        -                811               676               145,437        
Commercial Paper 9,999            9,999            -                -                -                
Corporate Bonds 1,189,871    64,297          441,078        342,993        341,503        
Corporate Convertible Bonds 18,154          4,215            8,777            3,355            1,807            
Government Agencies 100,126        11,858          76,856          542               10,870          
Government Bonds 512,353        17,649          261,191        135,057        98,456          
Gov't Mortgage Backed and CMB 634,153        -                18,174          38,542          577,437        
Repurchase Agreements 138,070        138,070        -                -                -                
Index Linked Government Bonds 29,232          8,109            -                14,323          6,800            
Municipal/Provincial Bonds 22,950          66                  3,165            6,463            13,256          
Non-Government Backed CMOs 61,920          -                5,621            4,331            51,968          
Other Fixed Income 11,710          3,286            8,424            -                -                
Short Term Bills and Notes 7,045            7,045            -                -                -                
Funds/Pooled Investments 1,658,568    40,199          284,027        875,517        458,825        

Total Debt Securities 4,720,936$  304,958$     1,160,936$  1,443,917$  1,811,125$  

 
 



 
 

North Dakota Retirement and Investment Office 
Notes to Combined Financial Statements 

June 30, 2015 and 2014 
 

21 

2014
Total Fair

Value
Less than

1 Year 1-6 Years 6-10 Years
More than 10 

Years

Asset Backed Securities 176,669$     284$             70,094$        20,166$        86,125$        
Bank Loans 5,064            -                2,364            2,700            -                
Collateralized Bonds -                -                -                -                -                
Commercial Mortgage-Backed 99,632          -                971               534               98,127          
Commercial Paper 94,092          94,092          -                -                -                
Corporate Bonds 1,091,736    48,549          543,307        254,173        245,707        
Corporate Convertible Bonds 23,368          2,237            11,021          3,176            6,934            
Government Agencies 114,149        7,696            92,328          3,027            11,098          
Government Bonds 555,494        110,533        245,140        117,872        81,949          
Gov't Mortgage Backed and CMB 555,576        -                6,919            12,327          536,330        
Repurchase Agreements 21,700          21,700          -                -                -                
Index Linked Government Bonds 7,854            1,663            -                5,109            1,082            
Municipal/Provincial Bonds 25,393          1,813            1,795            2,002            19,783          
Non-Government Backed CMOs 35,264          -                3,587            3,312            28,365          
Other Fixed Income 13,191          1,926            11,265          -                -                
Short Term Bills and Notes 58,075          58,075          -                -                -                
Funds/Pooled Investments 1,312,173    4,223            228,429        689,626        389,895        

Total Debt Securities 4,189,430$  352,791$     1,217,220$  1,114,024$  1,505,395$  

 
In the tables above, the fair values of inflation indexed bonds are reflected in the columns based on their stated 
maturity dates. The principal balances of these bonds are adjusted every six months based on the inflation index 
for that period. 
 
Some investments are more sensitive to interest rate changes than others. Variable and floating rate 
collateralized mortgage obligations (CMOs), asset-backed securities (ABS), interest-only and principal-only 
securities are examples of investments whose fair values may be highly sensitive to interest rate changes. 
 
Interest-only (IO) and principal-only (PO) strips are transactions which involve the separation of the interest and 
principal components of a security. They are highly sensitive to prepayments by mortgagors, which may result 
from a decline in interest rates. The SIB held IOs valued at $10.2 million and $6.6 million, and POs valued at 
$4.1 million and $3.3 million at June 30, 2015 and 2014, respectively. The SIB has no policy regarding IO or 
PO strips. 
 
Credit Risk 
 
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. The 
State Investment Board maintains a highly diversified portfolio of debt securities encompassing a wide range of 
credit ratings. Although the SIB has no overall policy regarding credit risk, each debt securities manager is 
given a specific set of guidelines to invest within based on the mandate for which it was hired. The guidelines 
specify in which range of credit the manager may invest. These ranges include investment grade and below 
investment grade categories. The following tables present the SIB’s ratings as of June 30, 2015 and 2014 
(expressed in thousands). 
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2015
Total Fair 

Value A-1 A-2 AAA AA A BBB BB B CCC CC C D NR

Asset Backed Securities 173,747$     625$       -$         91,848$   17,692$       21,744$   12,112$       3,591$     4,161$      11,097$ 2,057$  -$         592$      8,228$      
Bank Loans 5,376            -          -            -            -               -           801              2,947        1,203        -         -         -            -         425           
Commercial Mortgage Backed 120,818       -          -            65,357     14,429         9,834       6,127           6,611        12,310      817         -         -            1,772     3,561        
Commercial Paper 9,999            -          -            -            -               -           -               -            -            -         -         -            -         9,999        
Corporate Bonds 1,189,871    -          -            2,013        38,678         227,129   683,105       164,638   61,167      11,739   197        -            91          1,114        
Corporate Convertible Bonds 18,154         -          -            -            -               1,238       2,789           5,884        1,340        -         -         -            -         6,903        
Gov't Agencies 94,358         -          -            8,016        72,342         7,084       6,916           -            -            -         -         -            -         -            
Gov't Bonds 112,497       -          -            -            9,908           28,722     55,193         13,433     -            283         -         -            -         4,958        
Gov't Issued Commercial & Gov't Mortgage Backed 439,981       -          -            -            439,981       -           -               -            -            -         -         -            -         -            
Index Linked Bonds 61                 -          -            -            -               -           -               -            -            -         -         -            -         61             
Municipal/Provincial Bonds 22,950         -          -            4,757        9,711           4,613       3,574           295           -            -         -         -            -         -            
Non-Gov't Backed CMOs 59,964         -          -            5,368        9,764           7,606       5,069           456           2,612        4,454     2,258     -            3,691     18,686      
Other Fixed Income 11,710         -          -            -            -               748           -               -            -            -         -         -            -         10,962      
Repurchase Agreements 138,070       -          -            -            -               -           -               -            -            -         -         -            -         138,070   
Short Term Bills & Notes 5,500            -          -            -            5,500           -           -               -            -            -         -         -            -         -            
Funds/Pooled Investments 1,658,568    -          -            88,438     557,304       456,964   258,847       37,639     188,607   70,769   -         -            -         -            

 Total Credit Risk of Debt Securities 4,061,624    625$       -$         265,797$ 1,175,309$ 765,682$ 1,034,533$ 235,494$ 271,400$ 99,159$ 4,512$  -$         6,146$  202,967$ 

US Gov't & Agencies ** 659,312       

Total Debt Securities 4,720,936$  

Credit Rating*

 

2014
Total Fair 

Value A-1 A-2 AAA AA A BBB BB B CCC CC C D NR

Asset Backed Securities 176,669$     -$        -$         91,996$   33,423$       23,358$   13,390$   2,085$     2,789$   8,881$   285$      -$         462$      -$      
Bank Loans 5,064            -          -            -            -               -           745           3,169        1,150     -         -         -            -         -         
Commercial Mortgage Backed 82,222         -          -            45,984     13,950         5,659       8,276        1,890        5,949     302         -         -            212        -         
Commercial Paper 94,092         -          55,026     -            -               11,372     27,694     -            -         -         -         -            -         -         
Corporate Bonds 1,091,736    -          -            4,268        38,299         230,481   597,349   156,864   42,974   21,107   -         -            394        -         
Corporate Convertible Bonds 23,368         -          -            -            -               1,634       3,017        10,451     7,565     701         -         -            -         -         
Gov't Agencies 109,616       -          -            4,682        94,785         4,413       5,736        -            -         -         -         -            -         -         
Gov't Bonds 110,146       -          -            -            14,875         33,686     47,799     13,089     697         -         -         -            -         -         
Gov't Issued Commercial & Gov't Mortgage Backed 395,225       -          -            -            395,225       -           -            -            -         -         -         -            -         -         
Index Linked Bonds 169               -          -            -            -               169           -            -            -         -         -         -            -         -         
Municipal/Provincial Bonds 25,393         -          -            6,161        6,089           8,292       4,434        417           -         -         -         -            -         -         
Non-Gov't Backed CMOs 34,576         -          -            3,224        6,513           6,912       8,193        560           2,772     3,108     182        -            3,112     -         
Other Fixed Income 13,191         -          -            974           8,211           488           3,277        241           -         -         -         -            -         -         
Repurchase Agreements 21,700         -            21,700     -               -           -            -            -         -         -         -            -         -         
Short Term Bills & Notes 56,219         -          -            -            49,394         5,438       500           -            887         -         -         -            -         -         
Funds/Pooled Investments 1,312,173    -          -            362,413   368,683       361,285   18,038     22,714     19,107   -         -         159,933   -         -         

 Total Credit Risk of Debt Securities 3,551,559    -$        55,026$   541,402$ 1,029,447$ 693,187$ 738,448$ 211,480$ 83,890$ 34,099$ 467$      159,933$ 4,180$  -$      

US Gov't & Agencies ** 637,871       

Total Debt Securities 4,189,430$  

Credit Rating*

 
* Ratings are determined in the following order: 

1. S&P rating 
2. Moody’s rating 
3. Fitch rating 
4. Manager-determined rating (internal rating) 
5. If no ratings available using steps 1-4, then shown as not rated. 

 
** US government agency securities explicitly guaranteed by the US government are categorized here. 

Credit ratings of US government agency securities that are only implicitly guaranteed by the US 
government are categorized accordingly in the main body of this table. Implicitly guaranteed agency 
securities included in the Gov’t Issued Commercial & Gov’t Mortgage Backed, Gov’t Agencies, Non-
Gov’t Backed CMOs, and Short Term Bills and Notes categories are issued by FNMA, FDIC, FHLB, 
FHLMC, FICO, FAMC and Federal Farm Credit. 
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Concentration of Credit Risk 
 
Concentration of credit risk is the risk of loss that may be attributed to the magnitude of an investment in a 
single issuer. As of June 30, 2015 and 2014, the SIB’s portfolio has no single issuer exposure that comprises 5% 
or more of the overall portfolio, excluding investments issued or explicitly guaranteed by the U.S. government 
and investments in mutual funds, external investment pools, and other pooled investments. Therefore, there is no 
concentration of credit risk. 
 
Foreign Currency Risk 
 
Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an 
investment or a deposit. Although the SIB does not have a formal investment policy governing foreign currency 
risk, the SIB does manage its exposure to fair value loss by requiring their international securities investment 
managers to maintain diversified portfolios to limit foreign currency and security risk. The SIB’s exposure to 
foreign currency risk is presented in the following tables as of June 30, 2015 and 2014 (expressed in thousands). 
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2015

Currency Short-Term Debt Equity Total
Australian dollar 78$                10,616$       33,382$      44,076$      
Brazilian real (392)               8,744          5,569          13,921       
British pound sterling (530)               741             184,992      185,203      
Canadian dollar (132)               -                 30,690        30,558       
Chilean  peso 9,468             907             195            10,570       
Chinese yuan renminbi 1                    -                 -                 1                
Czech koruna 9                    -                 1,015          1,024         
Israeli shekel 33                  -                 6,357          6,390         
Danish krone -                    -                 17,527        17,527       
Euro (21,035)          18,006         338,061      335,032      
Hong Kong dollar 443                -                 51,796        52,239       
Hungarian forint 16                  5,005          1,036          6,057         
Indian rupee -                    7,516          -                 7,516         
Indonesian Rupiah -                    5,935          -                 5,935         
Japanese yen (1,707)            307             202,657      201,257      
Malaysian Ringgit 63                  3,658          -                 3,721         
Mexican peso 1,694             25,152         -                 26,846       
New Zealand dollar (4,036)            4,276          1,270          1,510         
Norwegian krone 4,373             -                 15,197        19,570       
Peruvian nuevo sol (7)                  -                 -                 (7)              
Philippine peso -                    2,087          -                 2,087         
Polish zloty 15                  2,790          1,967          4,772         
Singapore dollar (463)               -                 8,291          7,828         
South African rand (44)                 5,457          4,067          9,480         
South Korean won (1,269)            5,633          9,471          13,835       
Swedish krona 4,223             -                 28,593        32,816       
Swiss franc 24                  -                 88,206        88,230       
Taiwan dollar -                    -                 679            679            
Thai baht 239                -                 3,952          4,191         
Turkish lira -                  -               1,789        1,789         
International commingled
 funds (various currencies) -                    99,367         739,304      838,671      
Total international investment 
securities (8,936)$          206,197$     1,776,063$ 1,973,324$ 

 
 

 Negative amounts represent short positions. 
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2014

Currency Short-Term Debt Equity Total
Australian dollar (5,730)$          13,470$       33,756$      41,496$          
Brazilian real (300)               8,533          7,204          15,437            
British pound sterling (128)               7,322          161,777      168,971          
Canadian dollar 568                -                 27,981        28,549            
Chilean  peso 9,453             1,051          -                 10,504            
Chinese yuan renminbi 380                -                 -                 380                 
Columbian peso 1                    -                 -                 1                    
Czech koruna 2                    -                 1,491          1,493              
Israeli shekel 57                  -                 3,121          3,178              
Danish krone (435)               -                 6,918          6,483              
Euro (22,927)          20,730         246,579      244,382          
Hong Kong dollar 152                -                 38,146        38,298            
Hungarian forint 50                  4,188          1,325          5,563              
Iceland krona 34                  -                 -                 34                   
Indian rupee 377                -                 -                 377                 
Indonesian Rupiah -                    4,155          198            4,353              
Japanese yen (5,479)            576             156,421      151,518          
Malaysian Ringgit 310                2,375          -                 2,685              
Mexican peso 2,735             25,359         -                 28,094            
New Zealand dollar (2,657)            3,339          923            1,605              
Norwegian krone 142                -                 12,972        13,114            
Peruvian nuevo sol (56)                 -                 -                 (56)                 
Philippine peso -                    2,209          -                 2,209              
Polish zloty (4,162)            4,987          2,853          3,678              
Russian ruble 359                -                 -                 359                 
Singapore dollar 355                -                 6,904          7,259              
South African rand 345                3,734          3,967          8,046              
South Korean won 33                  5,052          12,814        17,899            
Swedish krona (233)               -                 19,287        19,054            
Swiss franc 222                54               63,763        64,039            
Thai baht 103                -                 1,997          2,100              
Turkish lira 288                1,529          1,483          3,300              

International commingled
 funds (various currencies) -                    115,294       697,197      812,491          

Total international investment 
securities (26,141)$        223,957$     1,509,077$ 1,706,893$      

 
  

 
 Negative amounts represent short positions. 
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Derivative Securities 
 
Derivatives are financial arrangements between two parties whose payments are based on, or “derived” from, 
the performance of some agreed upon benchmark. The investment policies of the SIB’s clients allow the use of 
derivative securities to hedge or replicate underlying exposures but not for speculation. All derivatives are 
considered investment derivative instruments. The fair value of all derivative securities is reported in the 
statements of net position. At June 30, 2015 and 2014, the SIB had four types of derivative securities: futures, 
options, swaps and currency forwards. 
 
Futures 
 
Futures represent commitments to purchase (asset) or sell (liability) securities at a future date and at a specific 
price. Futures contracts are traded on organized exchanges (exchange traded) thereby minimizing the SIB’s 
counterparty risk. The net change in the futures contracts’ value is settled daily in cash with the exchanges. Net 
gains or losses resulting from the daily settlements are included in net change in fair value of investments in the 
statements of changes in net position and totaled $43.1 million for fiscal year 2015 and $101.2 million for fiscal 
year 2014. At June 30, 2015 and 2014, the SIB investment portfolio had the notional futures balances shown 
below (expressed in thousands). 
 

Futures
June 30, 2015 June 30, 2014

Cash & Cash Equivalent Derivative Futures
   Long -$                35,663$          
   Short (1,035,636)     (511,036)        

Equity Derivative Futures
   Long 604,691          486,293          
   Short -                  -                  

Fixed Income Derivative Futures
   Long 246,728          27,888            
   Short (95,736)           (61,524)           

      Total Futures (279,953)$      (22,716)$        

Notional Value

 
 

Options 
 
Options represent or give buyers the right, but not the obligation, to buy (call) or sell (put) an asset at a preset 
price over a specified period. Options are traded on organized exchanges (exchange traded) thereby minimizing 
the SIB’s counterparty credit risk. The option’s price is usually a small percentage of the underlying asset’s 
value. As a seller of a financial option, the SIB, through its investment manager, receives a premium at the 
beginning of the agreement and bears the risk of an unfavorable change in the price of the financial instrument 
underlying the option. As a buyer of a financial option, the SIB, through its investment manager, pays a 
premium at the beginning of the agreement and the counterparty bears the risk of an unfavorable change in the 
price of the financial instrument underlying the option. Gains and losses on options are determined based on fair 
values and recorded with the net change in fair value of investments in the statements of changes in net position 
and totaled $2.5 million for fiscal year 2015 and $801,500 for fiscal year 2014.  At June 30, 2015 and 2014, the 
SIB investment portfolio had the following option balances (expressed in thousands).   
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Options
June 30, 2015 June 30, 2014

Cash & Other Options
Call (36)$                988$               
Put (84)                  (39)                  

Fixed Income Options
Call (223)                (170)                
Put (27)                  (11)                  

Total Options (370)$              768$               

Fair Value

 
 
Swaps 
 
A swap is a derivative in which counterparties exchange certain benefits of one party’s financial instrument for 
those of the other party’s financial instrument. Specifically, the two counterparties agree to exchange one stream 
of cash flows for another stream. The SIB, through its investment managers, has entered into various swap 
agreements in an attempt to manage its exposure to interest rate, inflation, credit and currency risk.  
 
Interest rate risk represents the exposure to fair value losses arising from future changes in prevailing market 
interest rates. In the most common type of interest rate swap arrangement, one party agrees to pay fixed interest 
payments on designated dates to a counterparty, who in turn agrees to make return interest payments that float 
with some reference rate.  
 
Inflation risk represents the exposure to fair value losses arising from future changes in prevailing market 
inflation. In an inflation swap, one party pays a fixed rate on a notional principal amount, while the other party 
pays a floating rate linked to an inflation index, such as the Consumer Price Index (CPI).  
 
Credit risk represents the exposure to fair value losses arising from a credit event such as default, failure to pay, 
restructuring or bankruptcy. In a credit default swap (CDS) contract, the protection buyer of the CDS makes a 
series of payments to the protection seller and, in exchange, receives a payoff if the credit instrument 
experiences a credit event. CDS contracts are also used to establish exposure to a desired credit instrument. 
 
Currency risk represents the exposure to fair value losses arising from the change in price of one currency 
against another. A currency swap is a foreign-exchange agreement between two parties to exchange principal 
and interest in one currency for the same in another currency. 
 
Gains and losses on swaps are determined based on fair values and are recorded with the net change in fair value 
of investments in the statements of changes in net position and totaled $(1.3) million for fiscal year 2015 and 
$17 thousand for fiscal year 2014. The maximum loss that would be recognized at June 30, 2015 and 2014, if all 
counterparties failed to perform as contracted is $3.25 million and $3.25 million respectively. Swap fair values 
are determined by a third party pricing source. At June 30, 2015 and 2014, the SIB’s investment portfolio had 
the swap fair value balances as shown below (expressed in thousands). 
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Credit Default Swaps 

Counterparty/Moody's Rating June 30, 2015 June 30, 2014
Expiration Date 

Range June 30, 2015 June 30, 2014
Bank of America/A2 (4 contracts)  $        (3,700) $                -   9/2015 - 9/2019 32$                $                 -   
Bank of America/A2 (500)              6/2019 (7)                   
Barclays/A2 (5 contracts) (3,350)          6/2019 - 9/2019 48                  
Barclays/A2 (6 contracts) (1,400)          6/2019 35                  
BNP Paribas/A2 (400)              6/2019 (43)                
BNP Paribas/A2 (2 contracts) (800)              6/2019 (25)                
Citibank/A3 (5 contracts) (13,300)        12/2018 - 12/2019 311                
Citibank/A3 (4 contracts) (6,300)          6/2016 - 6/2019 64                  
Citigroup Global Markets/A1 (6,500)          12/2018 105                
Citigroup Global Markets/A1 (6,500)          12/2018 142                
Credit Suisse First Boston/A1 (8 contracts) (13,200)        6/2020 463                
Credit Suisse First Boston/A1 (9 contracts) (13,993)        12/2017 - 6/2019 347                
Credit Suisse International/A1 (800)              9/2016 -                
Credit Suisse International/A1 (3 contracts) (560)              12/2016 - 6/2019 (4)                   
Deutsche Bank/A2 (4 contracts) 3,600            12/2016 - 6/2017 (100)              
Deutsche Bank/A2 (7 contracts) 3,860            12/2016 - 6/2019 (211)              
Goldman Sachs/A3 (9 contracts) (7,342)          9/2015 - 10/2052 (208)              
Goldman Sachs/A3 (5 contracts) (4,900)          6/2019 30                  
HSBC Bank/A1 (3 contracts) (4,200)          6/2019 - 9/2019 (26)                
HSBC Bank/A1 (4 contracts) (4,450)          6/2019 - 9/2019 32                  
JP Morgan Chase/Aa3 (12 contracts) 25,726          11/2016 - 11/2024 (292)              
JP Morgan Chase/Aa3 (12 contracts) 4,212            3/2017 - 10/2052 78                  

Total Credit Default Swaps (23,466)$      (31,331)$      290$             481$             

Notional Amount Fair Value

 
The notional amount may be positive or negative, depending on whether the position is long or short, respectively. 
 
Currency Swaps 

Counterparty/Moody's Rating June 30, 2015 June 30, 2014
Expiration Date 

Range June 30, 2015 June 30, 2014
Barclays/A2 (2 contracts)  $                -    $             640 7/2018  $                 -    $              (15)
Citibank N.A. NY/A3                  49 5/2015                     2 
Deutsche Bank London/A2                 281 5/2017                    46 
Deutsche Bank London/A2                281 5/2017                   (2)
Goldman Sachs/A3                 150 1/2017                      3 
HSBC Bank USA/A1                 500 9/2015                  (45)
HSBC Bank USA/A1                 500 9/2015                    11 
JP Morgan Chase/Aa3 (5 contracts)         177,287 11/2016 - 11/2024                    27 

Total Currency Swaps         178,218  $          1,470 31$                (4)$                

Notional Amount Fair Value

The notional amount may be positive or negative, depending on whether the position is long or short, respectively. 
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Interest Rate Swaps 

Counterparty/Moody's Rating June 30, 2015 June 30, 2014
Expiration Date 

Range June 30, 2015 June 30, 2014
Bank of America/A2 (3 contracts)  $       10,529  $                -   1/2018 - 1/2021  $              (64)
Bank of Nova Scotia/Aa2               (315) 10/19                      8 
Barclays/A2 (3 contracts)              3,325 7/2015 - 12/2032                      6 
Barclays/A2 (26 contracts) 2,029,119    7/2014 - 12/2032                  (62)
BNP Paribas/A2 (3 contracts) 2,869            1/2021                  (12)
BNP Paribas/A2 5,957            1/2017                  103 
Citibank/A3 (9 contracts) 5,826            7/2015 - 12/2032                  188 
Citibank/A3 (18 contracts) 3,626            11/2014 - 5/2023                 317 
Citigroup Global Markets/A1 (4 contracts) (5,455)          9/2015 - 8/2020                  (90)
Citigroup Global Markets/A1 (4 contracts) (7,855)          9/2015 - 8/2020                  (97)
Credit Suisse First Boston/A1 (28 contracts 162,650       6/2016 - 12/2045                (222)
Credit Suisse First Boston/A1 (26 contracts) 280,000       9/2014 - 9/2044                     9 
Credit Suiss International/A1 (6 contracts) (16,944)        6/2018 - 5/2023                  (18)
Deutsche Bank/A2 (8 contracts) 163,610       11/2018 - 1/2021                  (16)
Deutsche Bank/A2 (5 contracts) 268,701       11/2018 - 10/2023                    37 
Goldman Sachs/A3 (3 contracts) 10,671          1/2018 - 4/2024                    (8)
Goldman Sachs/A3 (4 contracts) (48,140)        8/2018 - 4/2024               (186)
HSBC Bank/A1 (9 contracts) 178,144       7/2015 - 9/2033                  (22)
HSBC Bank/A1 (6 contracts) 15,807          6/2015 - 9/2033               (218)
JP Morgan Chase/Aa3 (50 contracts) 160,790       9/2015 - 7/2034                  771 
JP Morgan Chase/Aa3 (22 contracts) 113,840       9/2015 - 3/2044                  205 
Morgan Stanley/Baa1 (2 contracts) 7,400            12/2015 - 5/2022                      9 
Morgan Stanley/Baa1 (2 contracts) 7,400            1/2015 - 5/2022                   18 

Total Interest Rate Swaps 683,415$     2,668,140$  522$             135$             

Notional Amount Fair Value

 
The notional amount may be positive or negative, depending on whether the position is long (fixed rate payer) or short (floating rate 
payer), respectively. 
 
Inflation Swaps 

Counterparty/Moody's Rating June 30, 2015 June 30, 2014
Expiration Date 

Range June 30, 2015 June 30, 2014
Bank of America/A2 (9 contracts)  $               740  $                  -   1/2020 - 12/2044  $                 31 
BNP Paribas/A2 (4 contracts) 620                 1/2020 - 12/2044                     26 
Citibank/A3 (4 contracts) 520                 3/2020 - 6/2030                       4 
Credit Suisse International/A1 (3 contracts) 42                   11/2044 - 12/2044                       3 
Goldman Sachs/A3 (11 contracts) 4,430              1/2020 - 1/2030                     99 

Total Inflation Swaps 6,352$            -$                163$                -$                

Notional Amount Fair Value

 
The notional amount may be positive or negative, depending on whether the position is long (fixed rate payer) or short (floating rate 
payer), respectively. 
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Currency Forwards 
 
Currency forwards represent forward exchange contracts that are entered into in order to manage the exposure to 
changes in currency exchange rates on the currency denominated portfolio holdings. A forward exchange 
contract is a commitment to purchase (positive) or sell (negative) a currency at a future date at a negotiated 
forward rate. The gain or loss arising from the difference between the original contracts and the closing of such 
contracts is included in the net change in fair value of investments in the statements of changes in net position 
and totaled $6.3 million for fiscal year 2015 and $(2.2) million for fiscal year 2014. At June 30, 2015 and 2014, 
the SIB’s investment portfolio included the currency forwards balances shown below (expressed in thousands). 
 

Currency Cost Purchases Sales 6/30/2015 6/30/2014
Australian dollar (977)$         -$            (977)$         (986)$         (6,290)$      
Brazilian real (295)            651             (946)            (290)            293             
British pound sterling (724)            36               (760)            (751)            (181)            
Canadian dollar (136)            49               (185)            (136)            643             
Chilean peso 9,614          9,614          -              9,468          9,451          
Chinese yuan renminbi -              -              -              -              379             
Colombian peso -              -              
Czech koruna -              -              
Euro (20,429)      6,293          (26,722)      (20,211)      (23,813)      
Hungarian forint (20)              42               (62)              (19)              (55)              
Indian rupee 6,360          6,572          (212)            6,426          377             
Israeli shekel -              -              -              -              (23)              
Japanese yen (3,174)        3,737          (6,911)        (3,199)        (5,890)        
South Korean won (1,632)        170             (1,802)        (1,600)        240             
Malaysian ringgit -              -              -              -              236             
Mexican peso 1,476          3,744          (2,268)        1,485          (2,820)        
New Zealand dollar (4,448)        -              (4,448)        (4,073)        (2,653)        
Norwegian krone 4,064          4,064          -              4,027          135             
Peruvian nuevo sol (7)                -              (7)                (7)                (56)              
Polish zloty -              -              -              -              (4,219)        
Russian ruble -              -              -              -              379             
Singapore dollar (487)            -              (487)            (483)            291             
South African rand (391)            -              (391)            (390)            80               
Swedish krona 4,052          4,052          -              4,220          (6)                
Swiss franc -              -              -              -              (58)              
Turkish lira (194)            -              (194)            (199)            (287)            
United States dollar 7,349          45,949        (38,600)      7,349          33,700        
Total forwards subject to currency risk 631$           (147)$         

Fair Value
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Derivative Interest Rate Risk 
 
Interest rate risk is the risk that changes in interest rates will adversely affect the value of an interest rate-based 
derivative investment.  The SIB does not have a formal investment policy regarding such derivative 
investments. At June 30, 2015 and 2014, the tables below show the SIB’s derivative investments subject to 
interest rate risk (expressed in thousands). 
 
2015 Total 

Notional
Value 3 months or less 3 to 6 months 6 to 12 months 1-5 years

Greater than 
5 years

Futures-interest rate contracts (884,643)$ (797,624)$        144,609$     (165,051)$      (66,577)$ -$            

Total Fair
Value 3 months or less 3 to 6 months 6 to 12 months 1-5 years

Greater than 
5 years

Options on interest rate futures (303)$         (257)$                (46)$             -$                -$         -$            
Options - interest rate contracts 8                 -                     -                -                  8               -              
Swaps - interest rate contracts 684             203                    (4)                  (140)                (468)         1,093          
Total 389$          (54)$                  (50)$             (140)$             (460)$       1,093$        

 
 
2014 Total 

Notional
Value 3 months or less 3 to 6 months 6 to 12 months 1-5 years

Greater than 
5 years

Futures-interest rate contracts (509,009)$ (454,788)$        (55,927)$      -$                1,706$    -$            

Total Fair
Value 3 months or less 3 to 6 months 6 to 12 months 1-5 years

Greater than 
5 years

Options on interest rate futures (166)$         (51)$                  (115)$           -$                -$        -$            
Options - interest rate contracts (15)             (15)                     -                -                  -          -              
Swaps - interest rate contracts 135             27                      18                 10                   (43)          123             
Total (46)$           (39)$                  (97)$             10$                 (43)$        123$           

Alternative Investments 
 
The AICPA defines Alternative Investments for the purpose of performing audits. The definition includes 
investments for which a readily determinable fair value does not exist (that is, investments not listed on national 
exchanges or over-the-counter markets, or for which quoted market prices are not available from sources such as 
financial publications, the exchanges, or NASDAQ). These types of investments can be held within any of the 
asset classes used by the SIB based on underlying portfolio holdings and analysis of risk and return 
relationships. These investments can be structured in different ways, including limited partnerships, limited 
liability companies, common trusts and mutual funds. Some are closed-ended with a specific life and capital 
commitment while others are open-ended with opportunity for ad hoc contributions or withdrawals and 
termination upon proper notice. 



 
 

North Dakota Retirement and Investment Office 
Notes to Combined Financial Statements 

June 30, 2015 and 2014 
 

32 

Commingled/Mutual Funds — These types of funds are generally open-ended funds and may be utilized 
in equity or fixed income asset classes. They are funds made up of underlying securities that have readily 
available fair values (publicly traded stocks or bonds). The SIB owns units of these funds rather than the 
individual securities. Contributions or withdrawals from these funds can be made as needed. 
 
Private Equity — Private Equity investments are typically private interests in corporations across different 
areas of the capital structure and in different stages of the corporations’ development via limited partnership 
vehicles. Private Equity investments are illiquid and long term in nature (10-12 years), typically held until 
maturity. Private Equity portfolios generally have a “J-Curve Effect” whereby there are low to negative 
returns in the initial years due to the payment of investment management fees and initial funding of 
investments made by the General Partner during a period when investments are typically carried at cost and 
returns have not been realized. To diversify the program, Private Equity investments are made across 
business cycles, vintage years, and different strategies. The SIB has a dedicated asset class for private equity 
investments. 
 

Venture Capital — these include investments in companies in a range of stages of development from 
start-up/seed stage, early stage, and later/expansion stage. Investments are typically made in years one 
through six and returns typically occur in years four through ten. 
 
Buyouts — these include investments in funds that seek out and purchase underperforming or 
undervalued companies in order to improve them and sell them or take them public many years later. 
These funds are also often involved in management buyouts, which are buyouts conducted by the 
management of the company being purchased, and they often play key roles in leveraged buyouts, 
which are buyouts that are funded with borrowed money. 
 

Distressed Debt — these include investments in the debt instruments of companies which may be publicly 
traded or privately held that are financially distressed and are either in bankruptcy or likely candidates for 
bankruptcy. Typical holdings are senior and subordinated debt instruments, mortgages and bank loans. The 
SIB is including these types of investments in its private equity asset class. 
 
Mezzanine Debt — This strategy is a hybrid of debt and equity financing. It is basically debt capital that 
gives the lender the rights to convert to an ownership or equity interest in the company if the loan is not paid 
back in time and in full. It is generally subordinated to senior debt. The SIB utilizes this strategy, through a 
limited partnership structure, in its below investment grade fixed income allocation. 
 
Equity Long/Short — This strategy is a combination of long and short positions, primarily in publicly 
traded equities. The SIB utilizes this strategy, through a limited partnership structure, within its US equity 
allocations. 
 
Real Estate and Real “Tangible” Assets — These investments are intended to provide allocations to 
tangible assets that are expected to be inflation protected and provide performance above the inflation rate 
as indicated by the CPI. Investments are generally structured as limited partnerships or limited liability 
companies. Investments in Real Estate and Real Assets include: 
 

Real Estate — includes investments in private vehicles through limited partnerships or commingled 
vehicles that have an ownership interest in direct real estate properties. The investment strategies may 
include “value added” strategies, which derive their return from both income and appreciation, 
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“opportunistic”, which derive their return primarily through appreciation, and “alternative” which invest 
in less traditional types of property. Both domestic and international real estate funds are utilized. The 
SIB has a dedicated asset class for these types of investments. 
 
Timberland — includes investments in limited liability companies that have an ownership interest in 
properties where the value of the property is derived mainly from income-producing timber but also 
from the “higher and better use” value of the underlying land. The SIB has a dedicated asset class for 
these types of investments. 
 
Infrastructure — includes investments in limited partnerships that have an ownership interest in 
transportation assets such as toll roads, tunnels and bridges; and regulated assets such as electricity 
transmission, gas and oil distribution and wastewater collection. Other possible investments would 
include communication assets and social infrastructure. The SIB has a dedicated asset class for these 
types of investments. 

 

Note 4 - Capital Assets 
 

June 30, 2013 Additions Retirements June 30, 2014 Additions Retirements June 30, 2015

Office equipment $19,321 -$              -$            $19,321 -$            -$            $19,321
Less accumulated
  depreciation on office equipment (19,321)         -                -              (19,321)         -              -              (19,321)         

Software 1,213,500     -                -              1,213,500     -              -              1,213,500     
Less accumulated
  depreciation on software (1,213,500)    -                -              (1,213,500)    -              -              (1,213,500)    

$0 $0 $0

 
Note 5 - State Agency Transactions  
 
Due From/To Other State Agencies 
 
Amounts due from/to other state agencies are as follows as of June 30, 2015 and 2014: 
 

2015 2014
Due To

Information Technology Department 6,809$    6,605$    
Office of Attorney General 2,966      468         
Office of Management and Budget 1,261      281         
University System -          75           

  Total due to other state agencies 11,036$ 7,429$    

Due From
Surplus Property 200$       -$        

Total due from other state agencies 200$       -$        
 

These balances are a result of a time lag between the dates that services are provided, the payments are made, 
and the transactions are entered into the accounting system.  
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Note 6 - Operating Leases 
 
RIO leases office space under an operating lease effective July 1, 2013 through June 30, 2015. RIO also incurs 
rent expense at other locations on a temporary basis to sponsor retirement education for TFFR members. Rent 
expense totaled $81,130 for fiscal 2015 and $79,667 for fiscal 2015. Minimum payments under the lease for 
fiscal 2015 are $78,467. 
 
Note 7 - Changes in Noncurrent Liabilities 
 
Changes in noncurrent liabilities for the years ended June 30, 2015 and 2014 are summarized as follows: 
 

Beginning Ending Amounts
Balance Balance Due Within

7/1/2014 Additions Reductions 6/30/2015 One Year

Accrued Leave $130,567 $116,435 ($91,559) $155,443 $84,499

Beginning Ending Amounts
Balance Balance Due Within

7/1/2013 Additions Reductions 6/30/2014 One Year

Accrued Leave $147,115 $91,844 ($108,392) $130,567 $80,686

 
Pension and Investment Trust Funds liquidate the accrued annual leave. 
 
Note 8 - North Dakota Teachers’ Fund for Retirement 
 
Administration 
 
The following brief description of TFFR is provided for general information purposes only. Participants should 
refer to NDCC Chapter 15-39.1 for more complete information. 
 
TFFR is a cost-sharing multiple-employer defined benefit pension plan covering all North Dakota public 
teachers and certain other teachers who meet various membership requirements. TFFR provides for pension, 
death and disability benefits. The cost to administer the TFFR plan is financed by investment income and 
contributions. 
 
Responsibility for administration of the TFFR benefits program is assigned to a seven-member Board of 
Trustees (Board). The Board consists of the State Treasurer, the Superintendent of Public Instruction, and five 
members appointed by the Governor. The appointed members serve five-year terms which end on June 30 of 
alternate years. The appointed Board members must include two active teachers, one active school 
administrator, and two retired members. The TFFR Board submits any necessary or desirable changes in statutes 
relating to the administration of the fund, including benefit terms, to the Legislative Assembly for consideration. 
The Legislative Assembly has final authority for changes to benefit terms and contribution rates. 
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Membership 
 
As of June 30, 2015 and 2014, the number of participating employer units was 216 and 219, respectively, 
consisting of the following: 
 

June 30, 2015 June 30, 2014

Public School Districts 177                  178                  
County Superintendents 6                     7                     
Special Education Units 19                    19                    
Vocational Education Units 5                     5                     
Other 9                     10                    

Total 216                  219                  

 
 
TFFR’s membership consisted of the following: 

2015 2014

Retirees and beneficiaries currently receiving benefits 8,025               7,747               
Terminated employees - vested 1,607               1,509               
Terminated employees - nonvested 660                  661                  

          Total 10,292             9,917               

Current employees
   Vested 7,369               7,406               
   Nonvested 3,145               2,899               

          Total 10,514             10,305             

 
Member and Employer Contributions 
 
Member and employer contributions paid to TFFR are set by NDCC Section 15-39.1-09. Every eligible teacher 
in the State of North Dakota is required to be a member of TFFR and is assessed at a rate of 11.75% of salary as 
defined by NDCC Section 15-39.1-04. Every governmental body employing a teacher must also pay into TFFR 
a sum equal to 12.75% of the teacher’s salary. Member and employer contributions will be reduced to 7.75% 
each when the fund reaches 100% funded ratio on an actuarial basis. 
 
A vested member who terminates covered employment may elect a refund of contributions paid plus 6% interest 
or defer payment until eligible for pension benefits. A nonvested member who terminates covered employment 
must claim a refund of contributions paid before age 70½. Refunded members forfeit all service credits under 
TFFR. These service credits may be repurchased upon return to covered employment under certain 
circumstances, as defined by the NDCC. 
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Pension Benefits 
 
For purposes of determining pension benefits, members are classified within one of three categories. Tier 1 
grandfathered and Tier 1 non-grandfathered members are those with service credit on file as of July 1, 2008. 
Tier 2 members are those newly employed and returning refunded members on or after July 1, 2008.  
 
Tier 1 Grandfathered 
 
A Tier 1 grandfathered member is entitled to receive unreduced benefits when three or more years of credited 
service as a teacher in North Dakota have accumulated, the member is no longer employed as a teacher and the 
member has reached age 65, or the sum of age and years of service credit equals or exceeds 85. TFFR permits 
early retirement from ages 55 to 64, with benefits actuarially reduced by 6% per year for every year the 
member’s retirement age is less than 65 years or the date as of which age plus service equal 85. In either case, 
benefits may not exceed the maximum benefits specified in Section 415 of the Internal Revenue Code. 
 
Pension benefits paid by TFFR are determined by NDCC Section 15-39.1-10. Monthly benefits under TFFR are 
equal to the three highest annual salaries earned divided by 36 months and multiplied by 2.00% times the 
number of service credits earned. Retirees may elect payment of benefits in the form of a single life annuity, 
100% or 50% joint and survivor annuity, ten or twenty-year term certain annuity, partial lump-sum option or 
level income with Social Security benefits. Members may also qualify for benefits calculated under other 
formulas. 
 
Tier 1 Non-grandfathered 
 
A Tier 1 non-grandfathered member is entitled to receive unreduced benefits when three or more years of 
credited service as a teacher in North Dakota have accumulated, the member is no longer employed as a teacher 
and the member has reached age 65, or has reached age 60 and the sum of age and years of service credit equals 
or exceeds 90. TFFR permits early retirement from ages 55 to 64, with benefits actuarially reduced by 8% per 
year from the earlier of age 60/Rule of 90 or age 65. In either case, benefits may not exceed the maximum 
benefits specified in Section 415 of the Internal Revenue Code. 
 
Pension benefits paid by TFFR are determined by NDCC Section 15-39.1-10. Monthly benefits under TFFR are 
equal to the three highest annual salaries earned divided by 36 months and multiplied by 2.00% times the 
number of service credits earned. Retirees may elect payment of benefits in the form of a single life annuity, 
100% or 50% joint and survivor annuity, ten or twenty-year term certain annuity, partial lump-sum option or 
level income with Social Security benefits. Members may also qualify for benefits calculated under other 
formulas. 
 
Tier 2  
 
A Tier 2 member is entitled to receive unreduced benefits when five or more years of credited service as a 
teacher in North Dakota have accumulated, the member is no longer employed as a teacher and the member has 
reached age 65, or has reached age 60 and the sum of age and years of service credit equals or exceeds 90. TFFR 
permits early retirement from ages 55 to 64, with benefits actuarially reduced by 8% per year from the earlier of 
age 60/Rule of 90 or age 65. In either case, benefits may not exceed the maximum benefits specified in Section 
415 of the Internal Revenue Code. 
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Pension benefits paid by TFFR are determined by NDCC Section 15-39.1-10. Monthly benefits under TFFR are 
equal to the five highest annual salaries earned divided by 60 months and multiplied by 2.00% times the number 
of service credits earned. Retirees may elect payment of benefits in the form of a single life annuity, 100% or 
50% joint and survivor annuity, ten or twenty-year term certain annuity, partial lump-sum option or level 
income with Social Security benefits. Members may also qualify for benefits calculated under other formulas. 
 

Death and Disability Benefits 
 

Death benefits may be paid to a member’s designated beneficiary. If a member’s death occurs before retirement, 
the benefit options available are determined by the member’s vesting status prior to death. If a member’s death 
occurs after retirement, the death benefit received by the beneficiary (if any) is based on the retirement plan the 
member selected at retirement. 
 

An active member is eligible to receive disability benefits when:  (a) a total disability lasting 12 months or more 
does not allow the continuation of teaching, (b) the member has accumulated five years of credited service in 
North Dakota, and (c) the Board of Trustees of TFFR has determined eligibility based upon medical evidence. 
The amount of the disability benefit is computed by the retirement formula in NDCC Section 15-39.1-10 
without consideration of age and uses the member’s actual years of credited service. There is no actuarial 
reduction for reason of disability retirement.  
 

Investment Policy 
 

The TFFR Board is responsible for establishing investment policy for the fund assets under NDCC 15-39.1-
05.2. Benefit payments are projected to occur over a long period of time. This allows TFFR to adopt a long-term 
investment horizon and asset allocation policy for the management of fund assets.  Asset allocation policy is 
critical because it defines the basic risk and return characteristics of the investment portfolio.  Asset allocation 
targets are established using an asset-liability analysis designed to assist the Board in determining an acceptable 
volatility target for the fund and an optimal asset allocation policy mix.  This asset-liability analysis considers 
both sides of the plan balance sheet, utilizing both quantitative and qualitative inputs, in order to estimate the 
potential impact of various asset class mixes on key measures of total plan risk, including the resulting estimated 
impact of funded status and contribution rates.  The following was the TFFR Board’s adopted asset allocation 
policy as of June 30, 2015 and 2014. 

Asset Class
Target 

Allocation

Global Equity 57.0%
Global Fixed Income 22.0%
Global Real Assets 20.0%
Cash Equivalents 1.0%
  Total 100.0%

 
    Private equity is included in the Global Equity asset class. 
 

Investment Rate of Return 
 

The annual money-weighted rate of return on pension plan investments, net of pension plan investment expense, 
was 3.56% and 16.35% for the years ended June 30, 2015 and 2014, respectively. The money-weighted rate of 
return expresses investment performance, net of investment expense, adjusted for the changing amounts actually 
invested. 
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Realized Gains and Losses 
 
Realized gains and losses on sales of investments are components of net appreciation in fair value of 
investments and are computed as described in Note 1. For the years ended June 30, 2015 and 2014, TFFR had 
net realized gains of $47,831,625 and $129,815,358 respectively. 
 
Net Pension Liability 
 
The components of the net pension liability of TFFR at June 30, 2015 and 2014, were as follows: 
 

June 30, 2015 June 30, 2014

Total pension liability 3,449,775,982  3,138,799,773  
Plan fiduciary net position (2,141,920,800) (2,090,977,056) 
Net pension liability (NPL) 1,307,855,182  1,047,822,717  

Plan fiduciary net position as a 
percentage of the total pension liability 62.1% 66.6%

 
Actuarial Assumptions 
 
The total pension liability was determined by an actuarial valuation as of July 1, 2015 and 2014, using the 
following actuarial assumptions: 
 
Valuation date July 1, 2015 July 1, 2014

   Inflation 2.75% 3.00%
   Salary increases 4.25% to 14.50%; varying by service, 

including inflation and productivity
4.50% to 14.75%; varying by service, 
including inflation and productivity

   Cost of living adjustments None None
   Investment rate of return 7.75% net of investment expenses 8% net of investment expenses
 
Mortality rates were based on the following: 
 
For active and inactive members, mortality rates were based on the RP-2014 Employee Mortality Table, 
projected generationally using Scale MP-2014. For healthy retirees, mortality rates were based on the RP-2014 
Healthy Annuitant Mortality Table set back one year, multiplied by 50% for ages under 75 and grading up to 
100% by age 80, projected generationally using Scale MP-2014. For disabled retirees, mortality rates were 
based on the RP-2014 Disabled Mortality Table set forward four years. 
 
The actuarial assumptions used in the July 1, 2015 valuation were based on the results of an actuarial experience 
study dated April 30, 2015, for the period July 1, 2009 – June 30, 2014. The actuarial assumptions used in the 
July 1, 2014 valuation were based on the results of an actuarial experience study dated January 21, 2010, for the 
period July 1, 2004 – June 30, 2009. An actuarial experience study is generally conducted every five years. 
 
The long-term expected rate of return on TFFR investments was determined using a building-block method in 
which best-estimate ranges of expected future real rates of return (expected returns, net of investment expense 
and inflation) are developed for each major asset class. These ranges are combined to produce the long-term 
expected rate of return by weighting the expected future real rates of return by the target asset allocation 
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percentage and by adding expected inflation. Best estimates of arithmetic real rates of return for each major 
asset class included in the TFFR target asset allocation as of June 30, 2015 and 2014 (see the discussion of 
TFFR investment policy) are summarized in the following table: 

Asset Class

Long-Term 
Expected Real 
Rate of Return

Global Equity 7.5%
Global Fixed Income 1.3%
Global Real Assets 5.4%
Cash Equivalents 0.0%  

Discount Rate 
 
The discount rate used to measure the total pension liability was 7.75% as of June 30, 2015 and 8.00% as of 
June 30, 2014. The projection of cash flows used to determine the discount rate assumed that member and 
employer contributions will be made at rates equal to those based on the July 1, 2015 and 2014 Actuarial 
Valuation Reports. For this purpose, only employer contributions that are intended to fund benefits of current 
plan members and their beneficiaries are included. Projected employer contributions that are intended to fund 
the service costs of future plan members and their beneficiaries, as well as projected contributions from future 
plan members, are not included. Based on those assumptions, TFFR’s fiduciary net position was projected to be 
available to make all projected future benefit payments of current plan members as of July 1, 2015 and 2014. 
Therefore, the long-term expected rate of return on TFFR investments was applied to all periods of projected 
benefit payments to determine the total pension liability as of June 30, 2015 and 2014. 
 
Sensitivity of Net Pension Liability 
 
The following presents the net pension liability of the TFFR employers calculated using the discount rate of 
7.75% as of June 30, 2015 and 8.00% as of June 30, 2014, as well as what the employers’ net pension liability 
would be if it were calculated using a discount rate that is 1-percentage-point lower or 1-percentage-point higher 
than the current rate: 
 

2015
1% Decrease 

(6.75%)
Current Discount 

Rate (7.75%)
1% Increase 

(8.75%)
Employers' net pension liability 1,728,392,470$ 1,307,855,182$    957,135,967$   

 
 

2014
1% Decrease 

(7%)
Current Discount 

Rate (8%)
1% Increase 

(9%)
Employers' net pension liability 1,414,755,083$ 1,047,822,717$    739,221,908$    
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Note 9 - Public Employees Retirement System (PERS) 
 

Permanent employees of RIO participate in PERS, which is also an agency of the State of North Dakota 
financial reporting entity and is included in the State of North Dakota’s Comprehensive Annual Financial 
Report. The following brief description of NDPERS is provided for general information purposes only. 
Participants should refer to NDCC Chapter 54-52 for more complete information. 
 
NDPERS is a cost-sharing multiple-employer defined benefit pension plan that covers substantially all 
employees of the State of North Dakota, its agencies and various participating political subdivisions (Main 
System). NDPERS provides for pension, death and disability benefits. The cost to administer the plan is 
financed through the contributions and investment earnings of the plan. 
 
Responsibility for administration of the NDPERS defined benefit pension plan is assigned to a Board comprised 
of seven members. The Board consists of a Chairman, who is appointed by the Governor, one member 
appointed by the Attorney General; one member appointed by the State Health Officer; three members elected 
by the active membership of the NDPERS system; and one member elected by the retired public employees. 
 
Pension Benefits 
 
Benefits are set by statute. The System has no provisions or policies with respect to automatic and ad hoc post-
retirement benefit increases. Members of the main system are entitled to unreduced monthly pension benefits 
beginning when the sum of age and years of credited service equal or exceed 85 (Rule of 85), or at normal 
retirement age (65). The annual pension benefit is equal to 2.00% of their average monthly salary, using the 
highest 36 months out of the last 180 months of service, for each year of service. The Plan permits early 
retirement at ages 55-64 with three or more years of service. 
 
Members may elect to receive the pension benefits in the form of a single life, joint and survivor, term-certain 
annuity, or partial lump sum with ongoing annuity. Members may elect to receive the value of their accumulated 
contributions, plus interest, as a lump sum distribution upon retirement or termination, or they may elect to 
receive their benefits in the form of an annuity. For each member electing an annuity, total payment will not be 
less than the member’s accumulated contributions plus interest. 
 
Death and Disability Benefits 
 
Death and disability benefits are set by statute. If an active member dies with less than three years of service, a 
death benefit equal to the value of the member’s accumulated contributions, plus interest, is paid to the 
member’s beneficiary. If the member has earned more than three years of credited service, the surviving spouse 
will be entitled to a single payment refund, life-time monthly payment in an amount equal to 50% of the 
member’s accrued normal retirement benefit, or monthly payments in an amount equal to the member’s accrued 
100% Joint and Survivor retirement benefit if the member had reached normal retirement age prior to date of 
death. If the surviving spouse dies before the member’s accumulated pension benefits are paid, the balance will 
be payable to the surviving spouse’s beneficiary. 
 
Eligible members, who become totally disabled after a minimum of 180 days of service, receive monthly 
disability benefits equal to 25% of their final average salary with a minimum benefit of $100. To qualify under 
this section, the member has to become disabled during the period of eligible employment and apply for benefits 
within one year of termination. The definition for disabled is set by the System in the North Dakota 
Administrative Code. 
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Refunds of Member Contributions 
 
Upon termination, if a member is not vested (is not 65 or does not have three years of service credited for the 
NDPERS) they will receive the accumulated member contributions plus interest, or may elect to receive this 
amount at a later date. If a member has vested, they have the option of applying for a refund or can remain as a 
terminated vested participant. If a member terminated and withdrew their accumulated member contributions 
and is subsequently reemployed, they have the option of repurchasing their previous service. 
 
Member and Employer Contributions 
 
Member and employer contributions paid to NDPERS are set by statute and are established as a percent of 
covered compensation. Member contribution rates are 7% and employer contribution rates are 7.12% of covered 
compensation. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions 
 
At June 30, 2015, RIO reported a liability of $773,402 for its proportionate share of the net pension liability. 
The net pension liability was measured as of June 30, 2014, and the total pension liability used to calculate the 
net pension liability was determined by an actuarial valuation as of that date. RIO's proportion of the net pension 
liability was based on RIO's share of covered payroll in the pension plan relative to the covered payroll of all 
participating NDPERS Main System employers. At June 30, 2014, RIO's proportion was 0.121849 percent. 
 
For the year ended June 30, 2015, RIO recognized pension expense of $77,420. At June 30, 2015, RIO reported 
deferred outflows of resources and deferred inflows of resources related to pensions from the following sources: 
 

Differences between expected and actual 
experience 25,075$         -$            

Changes in assumptions -               -              

Net differences between projected and actual 
earnings on pension plan investments -               150,971       

Changes in proportion and differences 
between employer contributions and 
proportionate share of contributions -               -              

Employer contributions subsequent to the 
measurement date 98,071           -              

     Total 123,146$       150,971$     

Deferred 
Outflows of 
Resources

Deferred 
Inflows of 
Resources
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Deferred outflows of resources related to pensions resulting from Employer contributions subsequent to the 
measurement date in the amount of $98,071 will be recognized as a reduction of the net pension liability in the 
year ended June 30, 2016. 
 
Other amounts reported as deferred outflows of resources and (deferred inflows of resources) related to pensions 
will be recognized in pension expense as follows: 
 

Year Ended June 30
2016 (32,408)$          
2017 (32,408)            
2018 (32,408)            
2019 (32,408)            
2020 3,736               

(125,896)$         

 
Actuarial assumptions. The total pension liability in the July 1, 2014 actuarial valuation was determined using 
the following actuarial assumptions, applied to all periods included in the measurement: 
 

Inflation 3.50% 
Salary increase (Payroll Growth) 3.85% per annum for four years, 

then 4.50% per annum 
Investment Rate of Return 8.00%, net of investment expenses 
Cost of Living Adjustment None 

 
For active members, inactive members and healthy retirees, mortality rates were based on the RP-2000 
Combined Healthy Mortality Table with ages set back three years. For disabled retirees, mortality rates were 
based on the RP-2000 Disabled Retiree Mortality Table with ages set back one year for males (not set back for 
females).  
 
The actuarial assumptions used were based on the results of an actuarial experience study completed in 2010. 
They are the same as the assumptions used in the July 1, 2014, funding actuarial valuation for NDPERS. 
 
The long-term expected rate of return on pension plan investments was determined using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension 
plan investment expense and inflation) are developed for each major asset class. These ranges are combined to 
produce the long-term expected rate of return by weighting the expected future real rates of return by the target 
asset allocation percentage and by adding expected inflation. The target allocation and projected arithmetic real 
rates of return, after deducting inflation, but before investment expenses, used in the derivation of the long-term 
expected investment rate of return assumptions for each major asset class are summarized in the following table: 
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Asset Class
Target 

Allocation

Long-Term 
Expected Real 
Rate of Return

Global Equity 57% 7.5%
Global Fixed Income 22% 1.4%
Global Real Assets 20% 5.4%
Cash Equivalents 1% 0.0%

 
Discount rate. The discount rate used to measure the total pension liability was 8 percent as of June 30, 2014. 
The projection of cash flows used to determine the discount rate assumes that member and employer 
contributions will be made at rates equal to those based on the July 1, 2014, Actuarial Valuation Report. For this 
purpose, only employer contributions that are intended to fund benefits of current plan members and their 
beneficiaries are included. Projected employer contributions that are intended to fund the service costs of future 
plan members and their beneficiaries, as well as projected contributions from future plan members, are not 
included. Based on those assumptions, the pension plan's fiduciary net position was projected to be available to 
make all projected future benefit payments for current plan members as of June 30, 2014. Therefore, the long-
term expected rate of return on pension plan investments was applied to all periods of projected benefit 
payments to determine the total pension liability as of June 30, 2014. 
 
Sensitivity of the Employer's proportionate share of the net pension liability to changes in the discount 
rate. The following presents the Employer's proportionate share of the net pension liability calculated using the 
discount rate of 8 percent, as well as what the Employer's proportionate share of the net pension liability would 
be if it were calculated using a discount rate that is 1-percentage-point lower (7 percent) or 1-percentage-point 
higher (9 percent) than the current rate: 
 

1% Decrease 
(7%)

Current Discount 
Rate (8%)

1% Increase 
(9%)

Employers' net pension liability 1,192,814$        773,402$              422,715$          
 

 
Pension plan fiduciary net position. Detailed information about the pension plan's fiduciary net position is 
available in the separately issued NDPERS financial report.  
 
Note 10 - Related Parties 
 

As stated in Note 1, RIO is an agency of the State of North Dakota; as such, other agencies of the state are 
related parties. 
 

Note 11 - Commitments 
 

The State Investment Board has at June 30, 2015, committed to fund certain alternative investment partnerships 
in the amount of $1.14 billion. Funding of $827.1 million has been provided leaving an unfunded commitment 
of approximately $308.8 million. 
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Schedule of Changes in Net Pension Liability and Related Ratios 
North Dakota Teachers’ Fund for Retirement 

Last 10 Fiscal Years* 
(Dollars in thousands) 

 

2015 2014
Total pension liability
Service cost 60,618$       56,752$       
Interest 249,064       237,821       
Changes of benefit terms -              -              
Differences between expected and actual experience 2,209           9,347           
Changes of assumptions 171,325       -              
Benefit payments, including refunds of member contributions (172,239)      (162,259)      
Net change in total pension liability 310,977       141,661       

Total pension liability - beginning 3,138,800     2,997,139     
Total pension liability - ending (a) 3,449,777$   3,138,800$   

Plan fiduciary net position
Contributions - employer 78,422$       62,355$       
Contributions - member 72,268         56,555         
Contributions - purchased service credit 1,601           2,034           
Contributions - other 172             48               
Net investment income 73,205         294,246       
Benefit payments, including refunds of member contributions (172,239)      (162,259)      
Administrative expenses (1,923)          (1,586)          
Net change in plan fiduciary net position 51,506         251,393       

Plan fiduciary net position - beginning ** 2,090,415     1,839,584     
Plan fiduciary net position - ending (b) 2,141,921$   2,090,977$   

Plan's net pension liability - ending (a) - (b) 1,307,856$   1,047,823$   

Plan fiduciary net position as a percentage of the total pension liability 62.1% 66.6%

Covered-employee payroll 615,105$      580,053$      

Plan's net pension liability as a percentage of covered-employee 
payroll 212.6% 180.6%

 
 
Notes to Schedule: 
*  Complete data for this schedule is not available prior to 2014. 
**  Restated in 2015 due to GASB 68 implementation. 
 
Changes of assumptions: In 2015, amounts reported as changes of assumptions resulted primarily from a 
decrease in the investment return assumption from 8% to 7.75% and an updated mortality improvement scale. 
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Schedule of Employer Contributions 
North Dakota Teachers’ Fund for Retirement 

Last 10 Fiscal Years 
(Dollars in thousands) 

 
2015 2014 2013 2012 2011 2010 2009 2008 2007 2006

Actuarially determined contribution 71,168   59,513   52,396   69,374    65,113    52,053    41,986    44,115    50,532    48,747    

Contributions in relation to the 
actuarially determined contribution 78,422   62,355   59,301   46,126    44,545    39,837    37,488    33,684    31,865    31,171    

Contribution deficiency (excess) (7,254)    (2,842)    (6,905)    23,248    20,568    12,216    4,498      10,431    18,667    17,576    

Covered-employee payroll 615,105 580,053 551,656 527,156 509,091 482,868 454,396 434,626 411,167 402,204 

Contributions as a percentage of 
covered-employee payroll 12.75% 10.75% 10.75% 8.75% 8.75% 8.25% 8.25% 7.75% 7.75% 7.75%

 
Notes to Schedule 
Valuation Date: Actuarially determined contributions for each fiscal year are based on the actuarial valuation as 
of the beginning of the year in which contributions are reported. 
 
Methods and assumptions used to determine contribution rates: 
 
Actuarial cost method   Entry age 
Amortization method   Level percentage of payroll, closed 
Remaining amortization period  28 years 
Asset valuation method   5-year smoothed market 
Inflation    2.75%; decreased from 3% prior to July 1, 2015. 
Salary increases 4.25% - 14.5%, including inflation and productivity; 4.5% - 14.75% 

prior to July 1, 2015. 
Investment rate of return 7.75%, net of investment expenses, including inflation. Rate was 

decreased from 8% beginning  July 1, 2015. 
Retirement age In the 2015 valuation, rates of retirement were changed to better reflect 

anticipated future experience. In the 2010 valuation, expected 
retirement ages of plan members were adjusted to more closely reflect 
actual experience. 

Mortality In the 2015 valuation, assumed life expectancies were adjusted as a 
result of adopting the RP-2014 mortality tables with generational 
improvement. In prior years, those assumptions were based on 
percentages of GRS post termination non-disabled tables and RP-2000 
disabled-life tables. 
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Schedule of Investment Returns 
North Dakota Teachers’ Fund for Retirement 

Last 10 Fiscal Years* 
 

2015 2014 2013
Annual money-weighted rate of return, 
net of investment expense 3.56% 16.35% 13.60%

 
 
*Note: Annual money-weighted rates of return not available prior to 2013. 
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Schedule of Employer’s Share of Net Pension Liability 
ND Public Employees Retirement System 

Last 10 Fiscal Years* 
(Dollars in thousands) 

 

2015

RIO's proportion of NDPERS net pension 
liability (asset) 0.121849%

RIO's proportionate share of NDPERS net 
pension liability (asset) 773$        

RIO's covered-employee payroll 1,026     

RIO's proportionate share of NDPERS net 
pension liability (asset) as a percentage of its 
covered-employee payroll 75.34%

NDPERS Plan fiduciary net position as a 
percentage of the total pension liability 77.70%

 
 

Schedule of Employer Contributions 
ND Public Employees Retirement System 

Last 10 Years* 
(Dollars in thousands) 

 

2015

Statutorily required contributions 73         

Contributions in relation to the 
actuarially determined 
contribution 73         

Contribution deficiency (excess) -        

Covered-employee payroll 1,026     

Contributions as a percentage 
of covered-employee payroll 7.12%

 
 
Notes to schedules: 
*Complete data for these schedules is not available prior to 2015. 
  Amounts presented for each fiscal year have a measurement date of the previous fiscal year end.
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Insurance Pool Participants
Public Bismarck Bismarck Job City of City of Petroleum

Employees City City Service Fargo Grand Forks City of Workforce State Tank
Retirement Employee  Police of North Employee Employee Grand Forks Safety & Fire & State Release

Sys tem Pens ion Plan Pens ion Plan Dakota Pens ion P lan Pens ion Plan Park Dis trict Insurance Tornado Bonding Comp. Fund

Assets :

  Inves tments

    Equities -$                   -$               -$               -$             -$               -$               -$             -$                   -$              -$           -$             

    Equity pool 1,298,809,977    35,107,459     16,932,388     37,726,351   -                 33,298,041     3,681,731      437,941,803       8,180,274      -             -               

    Fixed income -                     -                 -                 -               -                 -                 -               -                     -                -             -               

    Fixed income pool 559,522,906      28,309,930    10,707,806     57,998,983   -                 14,712,997     1,560,950     916,923,750       12,769,339    1,721,507    3,517,111       

    Real as sets

    Real as sets  pool 430,520,347      15,127,299     6,529,513       -               -                 7,921,385       509,157        378,384,657       -                -             -               

    Private equity pool 88,967,769        2,536,851       1,409,443       -               -                 2,521,538       239,980       -                     -                -             -               

    Cash pool 40,173,709         570,139          260,328         560,562        2,744             746,038         42,401          19,820,493         2,331,702      1,433,907   3,592,334    

        Total inves tments 2,417,994,708    81,651,678     35,839,478    96,285,896   2,744             59,199,999     6,034,219     1,753,070,703    23,281,315     3,155,414    7,109,445     

  Inves tment income receivable 4,584,887          94,139            50,462           106,664        (1,283)            32,376           917               9,588,435           134,917          24,609        53,392         

  Operating Cash 27,735               -                 -                 -               -                 -                 -               32,096                637               952             899              

  Miscellaneous  receivable 3,922                 -                 -                 -               -                 -                 -               2,891                  42                 5                 12                 

  Due from other s tate agency 17                       -                 -                 -               -                 -                 -               13                       -                -             -               

        Total assets 2,422,611,269     81,745,817     35,889,940    96,392,560   1,461              59,232,375    6,035,136     1,762,694,138     23,416,911     3,180,980   7,163,748     

Deferred outflows  of resources

  Deferred outflows  related to pens ions 14,130                 -                 -                 -               -                 -                 -               10,418                 150                20               43                

Liabilities :

  Inves tment expenses  payable 3,539,182           123,954          54,687           118,664         -                 83,144            7,417            1,218,630            14,592           634             1,304            

  Accounts  payable 16,636                -                 -                 -               -                 -                 -               10,441                 151                 20               43                

  Accrued expenses 120,564              -                 -                 -               -                 -                 -               89,602                1,542             175             404              

  Miscellaneous  payable -                     2,792             1,225              3,373            2                    1,940              250              -                     -                -             -               

  Due to other s tate agencies 694                    -                 -                 -               -                 -                 -               511                      7                   1                 2                  

        Total liabilities 3,677,076          126,746          55,912            122,037        2                    85,084           7,667           1,319,184             16,292           830             1,753            

Deferred inflows  of resources

  Deferred inflows  related to pens ions 17,323                -                 -                 -               -                 -                 -               12,772                183                24               52                

        Net pos ition held in trus t for external
        inves tment pool participants 2,418,931,000$   81,619,071$    35,834,028$  96,270,523$ 1,459$            59,147,291$   6,027,469$  1,761,372,600$   23,400,586$ 3,180,146$  7,161,986$    

Each participant unit is  valued at $1.00

  Participant units  outs tanding 2,418,931,000     81,619,071      35,834,028    96,270,523   1,459              59,147,291     6,027,469    1,761,372,600     23,400,586   3,180,146    7,161,986      

Pens ion Pool Participants
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Insurance Pool Participants
Insurance ND City of City of S tate PERS
Regulatory Cultural Risk Ass 'n. of PERS Budget Bismarck Fargo Board of Retiree

Trus t Endowment Risk Mgmt Counties Group Stabilization Deferred FargoDome Medical Legacy Health
Fund Fund Mgmt Work Comp Fund Insurance Fund Sick Leave Fund Examiners Fund Credit Fund 2015 2014

-$            -$            -$              -$            -$            -$             -$                -$          -$             -$           1,649,119,152$   59,124,528$  1,708,243,680   55,112,752$        

792,427      210,268       2,058,630     2,304,331    1,151,266     -               -                  262,718     20,463,235   452,991      -                    -                1,899,373,890   2,787,747,097   

-              -              -                -              -              -               -                  -            -               -             1,148,520,834   38,458,592   1,186,979,426    533,078,401       

912,577       140,764       4,405,922     3,731,715     2,185,100     -               565,388,029   565,799     15,978,096   1,673,990   -                    -                2,202,727,271   3,083,559,151     

509,958,485     509,958,485      -                     

-              20,156         -                -              -              -               -                  -            4,120,319      46,727        -                    -                843,179,560      645,467,366      

-              -              -                -              -              -               -                  -            -               -             -                    -                95,675,581        114,064,794        

922,483      11,517          339,364        185,331        496,307      39,653,336   5,823,919        42,368       409,902        1,820          9,759,431          -                127,180,135        100,251,550        

2,627,487   382,705      6,803,916      6,221,377    3,832,673   39,653,336   571,211,948     870,885     40,971,552   2,175,528   3,317,357,902   97,583,120    8,573,318,028   7,319,281,111       

9,175           344             45,298          3,165           827             350               2,799,203       1,292         35,494          (825)           11,273,401         87,940          28,925,179        24,467,745        

647             343             1,156              1,153            -              -               21,240             -            -               -             3,834                -                90,692               145,652              

1                  1                  11                   10                -              -               972                 -            -               -             5,217                 -                13,084               11,316                 

-              -              -                -              -              -               4                     -            -               -             23                     -                57                      -                     

2,637,310    383,393      6,850,381      6,225,705   3,833,500   39,653,686   574,033,367   872,177     41,007,046   2,174,703   3,328,640,377  97,671,060    8,602,347,040   7,343,905,824   

4                 2                 41                  37               -              -               3,502              -            -               -             18,799               -                47,146               -                     

1,272           347             4,265            4,332          2,161            92                 363,164           522            36,802          1,761           2,679,736         69,738          8,326,400          6,599,159           

4                 2                 41                  37               -              -               3,505              -            -               -             18,817               -                49,697               39,232               

58               19                352               305             -              -               29,034            -            -               -             100,943             -                342,998             70,572               

-              -              -                -              250             1,415             -                  250            1,436            250             -                    3,314             16,497               14,804                

-              -              2                   2                 -              -               172                  -            -               -             923                   -                2,314                 1,169                   

1,334           368             4,660            4,676          2,411            1,507            395,875          772            38,238          2,011           2,800,419          73,052          8,737,906          6,724,936          

5                 3                 50                 45               -              -               4,293              -            -               -             23,046              -                57,796               -                     

2,635,975$ 383,024$    6,845,712$    6,221,021$   3,831,089$  39,652,179$ 573,636,701$  871,405$   40,968,808$ 2,172,692$ 3,325,835,711$ 97,598,008$ 8,593,598,484$ 7,337,180,888$  

2,635,975   383,024      6,845,712      6,221,021     3,831,089    39,652,179   573,636,701    871,405     40,968,808   2,172,692   3,325,835,711   97,598,008   8,593,598,484   7,337,180,888    

Totals

Individual Inves tment 
Accounts
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Insurance Pool Participants

Public Bismarck Bismarck City of City of Petroleum

Employees City City Job Service Fargo Grand Forks City of Workforce State Tank

Retirement Employee  Police of North Employee Employee Grand Forks Safety & Fire & State Release
Sys tem Pens ion P lan Pens ion P lan Dakota Pens ion P lan Pens ion P lan Park Dis trict Insurance Tornado Bonding Comp. Fund

Additions :

Inves tment income:

   Net change in fair value of inves tments  46,174,788$       1,640,168$     683,609$      1,818,431$    -$              1,108,806$    167,018$      19,423,177$        249,666$     (3,765)$     (10,166)$      

  Interes t, dividends  and other income 45,848,042        1,580,510       686,314          1,721,361       12                   1,076,573       100,269        40,772,394        513,284         43,443        86,302         
92,022,830        3,220,678      1,369,923       3,539,792     12                   2,185,379       267,287       60,195,571          762,950        39,678        76,136          

  Less  inves tment expenses 7,859,071           277,192          121,765          279,285        50                  187,677          17,396          4,227,205          42,304          2,562          5,171             

      Net inves tment income 84,163,759         2,943,486      1,248,158       3,260,507     (38)                 1,997,702       249,891        55,968,366        720,646        37,116         70,965         

  Purchase of units  ($1 per unit) 6,600,000          -                 -                 -               -                 4,075,989      289,276       25,500,000        -                -             -               

          Total Additions 90,763,759        2,943,486      1,248,158       3,260,507     (38)                 6,073,691       539,167        81,468,366         720,646        37,116         70,965         

Deductions :

Adminis trative Expenses 317,959              -                 -                 -               -                 -                 -               208,895             3,187             1,013           1,027            

Redemption of units  ($1 per unit) 500,000             -                 -                 4,672,143     8,156              4,731,927       442,354       23,000,000        6,525,000     125,000      -               

          Total Deductions 817,959              -                 -                 4,672,143     8,156              4,731,927       442,354       23,208,895        6,528,187      126,013       1,027            

      Change in net pos ition 89,945,800        2,943,486      1,248,158       (1,411,636)     (8,194)            1,341,764       96,813          58,259,471         (5,807,541)     (88,897)      69,938         

Net pos ition:

  Beginning of year 2,329,075,222   78,675,585    34,585,870    97,682,159   9,653             57,805,527    5,930,656    1,703,179,748     29,209,286   3,269,172   7,092,329    

    Res tatement due to implementation
    of GASB 68 (90,022)              -                 -                 -               -                 -                 -               (66,619)               (1,159)            (129)            (281)              

  Beginning of year, as  res tated 2,328,985,200   78,675,585    34,585,870    97,682,159   9,653             57,805,527    5,930,656    1,703,113,129      29,208,127    3,269,043   7,092,048    

  End of year 2,418,931,000$   81,619,071$    35,834,028$  96,270,523$ 1,459$            59,147,291$   6,027,469$  1,761,372,600$   23,400,586$ 3,180,146$  7,161,986$    

Pens ion Pool Participants
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Insurance Pool Participants

Insurance ND City of City of S tate PERS

Regulatory Cultural Risk Ass 'n of PERS Budget Bismarck Fargo Board of Retiree

Trus t Endowment Risk Mgmt Counties Group Stabilization Deferred FargoDome Medical Legacy Health
Fund Fund Mgmt Work Comp Fund Insurance Fund Sick Leave Fund Examiners Fund Credit Fund 2015 2014

(21,102)$        11,196$        119,666$          140,595$     26,016$       -$               (3,424,930)$    6,205$       579,771$      8,349$        45,818,808$      936,842$      115,453,148$      567,151,376$      

13,845           8,147           142,740           129,379       68,564        4,993              15,215,741       18,591        840,686        50,585        62,243,945       2,105,154       173,270,874      144,142,458        
(7,257)           19,343         262,406           269,974      94,580        4,993              11,790,811        24,796       1,420,457     58,934        108,062,753      3,041,996      288,724,022      711,293,834        

1,946             901              11,119               10,841          7,015           5,336              727,325          2,540         98,953          5,047          7,756,887         281,478         21,929,066        18,023,588         

(9,203)           18,442         251,287           259,133       87,565        (343)               11,063,486       22,256       1,321,504      53,887        100,305,866      2,760,518      266,794,956      693,270,246      

2,000,000     -              -                  -              300,000      185,028,348   -                  -            -               230,000      1,011,343,040    4,543,000     1,239,909,653   1,360,499,546    

1,990,797      18,442         251,287           259,133       387,565      185,028,005   11,063,486       22,256       1,321,504      283,887      1,111,648,906     7,303,518      1,506,704,609   2,053,769,792   

1,001             558             1,026               1,024           -              -                 71,340             -            -               -             332,768            -                939,798             693,895             

500,000        -              350,000           -              -              182,800,000   23,332,755     -            2,100,000     -             -                    -                249,087,335      350,900,674      

501,001         558             351,026           1,024           -              182,800,000   23,404,095     -            2,100,000     -             332,768            -                250,027,133      351,594,569       

1,489,796      17,884         (99,739)           258,109       387,565      2,228,005       (12,340,609)     22,256       (778,496)      283,887      1,111,316,138      7,303,518      1,256,677,476   1,702,175,223     

1,146,224      365,155       6,945,721        5,963,144    3,443,524   37,424,174     586,000,970   849,149     41,747,304   1,888,805   2,214,597,021   90,294,490   7,337,180,888   5,635,005,665   

(45)                (15)               (270)                (232)            -              -                 (23,660)           -            -               -             (77,448)             -                (259,880)           -                     

1,146,179       365,140       6,945,451        5,962,912    3,443,524   37,424,174     585,977,310    849,149     41,747,304   1,888,805   2,214,519,573   90,294,490   7,336,921,008   -                     

2,635,975$   383,024$    6,845,712$      6,221,021$   3,831,089$  39,652,179$   573,636,701$  871,405$   40,968,808$ 2,172,692$ 3,325,835,711$ 97,598,008$ 8,593,598,484$ 7,337,180,888$  

Totals

Individual Inves tment 
Accounts
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2015 2014 2015 2014
Salaries and wages:
  Salaries and wages $723,985 $670,233 $674,974 $474,880
  Fringe benefits 268,946 237,322 212,156 140,156

     Total salaries and wages 992,931 907,555 887,130 615,036

Operating expenses:
  Information services 74,804 75,839 15,458 12,874
  Intergovernmental services 6,821 5,374 3,921 2,529
  Professional services 324,778 138,963 47,073 55,382
  Rent of building space 51,986 53,314 29,144 26,353
  Mailing services and postage 53,313 48,393 31,020 28,108
  Travel and lodging 28,242 20,759 49,564 25,186
  Printing 15,587 13,485 6,960 5,412
  Supplies 8,338 2,879 4,630 1,671
  Professional development 17,229 9,045 12,865 3,205
  Outside services 4,491 10,832 3,240 64,927
  Small office equipment expense 22,000 431 12,085 129
  Miscellaneous fees 7,906 6,620 6,233 4,784
  Resource and reference materials 345 601 667 342
  IT contractual services 96,056 108,723 47,714 30,431
  Repairs - office equipment 44 94 132 50
  Insurance 306 417 176 196

     Total operating expenses 712,246 495,769 270,883 261,579

Pension trust portion of investment program expenses 218,215 182,721 (218,215) (182,721)

          Total administrative expenses 1,923,392 1,586,045 939,798 693,894

Less - nonappropriated items:
  Professional fees 324,778      138,963      47,073        55,382        
  Other operating fees paid under continuing appropriation 31,695        28,224        93,921        73,573        
  Accrual adjustments to employee benefits (3,571) (14,644) 7,794 (1,902)

     Total nonappropriated items 352,902 152,542 148,788 127,053

          Total appropriated expenditures 1,570,490$ 1,433,503$ 791,010$    566,841$    

Pension Trust Investment Trust
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2015 2014 2015 2014
Actuary fees:

Segal Company 123,556$ 71,264$   722$         -$        

Auditing/Accounting fees:
CliftonLarsonAllen LLC 154,932    45,942      26,568      28,423      
Eide Bailly, P.C. 6,143        -           -           -           

Total Auditing Fees 161,075    45,942      26,568      28,423      

Disability consulting fees:
Sanford Health 425           375           -           -           

Legal fees:
K&L Gates LLP 2,313        11,474      3,182        15,585      
Ice Miller LLP 23,430      -           -           -           
ND Attorney General 13,979      9,908        16,601      11,374      

Total legal fees: 39,722      21,381      19,783      26,959      

Total consultant expenses 324,778$  138,963$  47,073$    55,382$    

Investment TrustPension Trust
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2015 2014 2015 2014
Investment managers' fees:

Global equity managers 2,485,008$             2,605,453$   3,182,464$   3,315,966$   
Domestic large cap equity managers 522,029                  1,018,026     2,366,812     2,189,555     
Domestic small cap equity managers 460,633                  551,815       2,025,154     1,244,211     
International equity managers 825,671                  822,849       4,129,461     2,303,178     
Emerging markets equity managers 510,947                  258,679       742,791       374,705       
Domestic fixed income managers 994,837                  1,585,083     7,285,624     6,614,783     
Below investment grade fixed income managers 1,285,910               747,407       1,619,511     958,784       
Diversified Real Assets -              2,270,421     1,515,030     
International fixed income managers 369,873                  340,634       460,686       422,383       
Real estate managers 2,391,855               1,899,944     4,738,886     3,468,358     
Infrastructure managers 1,031,424               676,349       1,245,714     824,064       
Timber managers 318,538                  341,757       376,717       405,526       
Private equity managers 1,449,758               2,433,316     1,698,539     2,850,600     
Short term fixed income managers -                         -              852,554       1,562,163     
Cash & equivalents managers 26,995                    23,964         174,553       201,708       
Balanced account managers -                         -              402,347       352,919       

Total investment managers' fees 12,673,478$           13,305,276$ 33,572,234$ 28,603,933$ 

Custodian fees 210,361                  293,776       770,742       850,504       
Investment consultant fees 169,068                  172,148       479,464       365,242       
SIB Service Fees -                         -              55,192         48,498         

Total investment expenses 13,052,907$           13,771,200$ 34,877,632$ 29,868,177$ 

Reconciliation of investment expenses to financial statements
2015 2014 2015 2014

Investment expenses as reflected in the financial statements 6,916,830$             7,257,140$   21,929,066$ 18,023,588$ 

Plus investment management fees included in investment income
Domestic large cap equity managers -                         260,958       -              481,686       
Domestic small cap equity managers 268,875                  363,661       364,448       470,141       
International equity managers 220,872                  225,470       1,012,043     568,360       
Emerging markets equity managers 489,996                  89,760         712,412       129,633       
Domestic fixed income managers 646,789                  1,322,680     4,178,115     4,388,520     
Below investment grade fixed income managers 788,907                  285,306       994,592       367,748       
Inflation protected assets managers -              1,030,017     488,078       
Real estate managers 1,414,553               1,003,875     1,655,673     1,176,368     
Infrastructure managers 548,234                  225,341       662,136       273,692       
Timber managers 318,538                  341,757       376,717       405,526       
Private equity managers 1,439,313               2,395,252     1,686,302     2,805,772     
Cash equivalents managers -              136,209       163,876       
Balanced account managers -              139,902       125,189       

Investment expenses per schedule 13,052,907$           13,771,200$ 34,877,632$ 29,868,177$ 

Pension Trust Investment Trust
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Approved
2013-2015 

Appropriation

2013-2015 
Appropriation 
Adjustment

Adjusted
2013-2015 

Appropriation
Fiscal 2014 
Expenses

Fiscal 2015 
Expenses

Unexpended 
Appropriations

All Fund Types:

    Salaries and wages 3,772,504$     -$                  3,772,504$   1,501,994$  1,869,076$ 401,434$            

    Accrued Leave Payments 71,541 71,541         37,144        6,760         27,637               

    Operating expenses 973,324 -                    973,324       399,219      485,664      88,441               

    Contingency 82,000 -                    82,000         61,987        -             20,013               

       Total 4,899,369$     -$                  4,899,369$   2,000,344$  2,361,500$ 537,525$            

2015 2014

Administrative expenses as reflected in the financial statements 2,863,190 2,279,940

Less:
  Professional fees* (371,851) (194,345)
  Other operating fees paid under continuing appropriations* (125,616) (101,797)
  Changes in benefit accrual amounts (4,223) 16,546

Total appropriated expenses $2,361,500 $2,000,344

to Appropriated Expenditures

* North Dakota Century Code 21-10-06.2 and 15-39.1-05.2 provide authorization for the continuing appropriation.

 NOTE:   Only those expenses for which there are appropriations are included in this statement.

Reconciliation of Administrative Expenses
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Special Comments Requested by the Legislative Audit  
and Fiscal Review Committee 
Year Ended June 30, 2015 

 
 
The  Legislative  Audit  and  Fiscal  Review  Committee  requires  that  certain  items  be  addressed  by  auditors 
performing audits of state agencies.  These items and our responses are as follows: 
 
Audit Report Communications 
 

1. What type of opinion was issued on the financial statements? 
 
Unmodified 
 

2. Was there compliance with statutes, laws, rules, regulations under which the agency was created and 
is functioning? 
 
Yes 
 

3. Was internal control adequate and functioning effectively? 
 
Yes 
 

4. Were there any indications of lack of efficiency in financial operations and management of the agency? 
 
No 
 

5. Has action been taken on findings and recommendations included in prior year reports? 
 
There were no prior year findings or recommendations. 
 

6. Was a management  letter  issued?    If so, provide a summary below,  including any recommendations 
and the management response. 
 
No 
 

CliftonLarsonAllen LLP 
www.CLAconnect.com 

An independent member of Nexia International
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Audit Committee Communications 
 

1. Identify  any  significant  changes  in  accounting  policies,  any management  conflicts  of  interest,  any 
contingent liabilities, or any significant unusual transactions. 
 
For  the  year  ended  June  30,  2015,  the  financial  statements  include  the  impact  of  adoption  of 
Governmental Accounting Standards Board Statements (GASB) numbers 68 and 71. 
 
GASB 68, Accounting and Financial Reporting  for Pensions,  is effective  to  fiscal years beginning after 
June 15, 2014.   This  Statement  revises and  replaces Statement nos. 27, Accounting  for Pensions by 
State  and  Local  Government  Employers,  as  well  as  50,  Pension  Disclosures  as  they  relate  to 
governmental  employers  that  account  for  pensions  that  are  provided  through  pension  plans 
administered  as  trusts  or  equivalent  arrangements  that meet  certain  criteria.  The  objective  of  this 
Statement  is  to  establish  standards  for  governmental  employer  recognition,  measurement,  and 
presentation of information about their governmental defined benefit pension plans. 
 
GASB  71,  Pension  Transition  for  Contributions Made  Subsequent  to  the Measurement Date,  is  also 
effective for fiscal years beginning after June 15, 2014.   This Statement requires that, at transition, a 
government recognize a beginning deferred outflow of resources for its pension contributions, if any, 
made subsequent to the measurement date of the beginning net pension liability. 
 

2. Identify  any  significant  accounting  estimates,  the  process  used  by management  to  formulate  the 
accounting  estimates,  and  the  basis  for  the  auditors’  conclusions  regarding  the  reasonableness  of 
those estimates. 
 
The  valuation of  alternative  investments,  including private equity  and  real  asset  investments,  are  a 
management  estimate which  is  primarily  based  upon  net  asset  values  reported  by  the  investment 
managers and comprise 13% of the total  investment portfolio.   The values for these  investments are 
reported based upon the most recent financial data available and are adjusted for cash flows through 
June 30, 2015.   Our audit procedures validated  this approach  through  the use of confirmations sent 
directly  to  a  sample  of  investment managers  and  the  review  of  the most  recent  audited  financial 
statements for these sampled funds.  Furthermore, we reviewed management’s estimate and found it 
to be reasonable. 
 
The actuarial valuation was based on the actuarial assumptions and methods adopted by the Board, 
including  an  actuarial  expected  investment  rate  of  return  of  7.75%, which was  reduced  from  8.0% 
during 2015, per annum compounded annually.   The valuation takes  into account all of the promised 
benefits  to which members are entitled as of  July 1, 2015 as  required by  the North Dakota Century 
Code.   The valuation provides certain  information  required by GASB  to be disclosed  in  the  financial 
statements.   Additionally,  the valuation  is used  to determine  the adequacy of  the current employer 
contribution  rate.    Our  audit  procedures  included  reviewing  the  actuarial  valuation  and  related 
assumptions used therein and we believe the estimate to be reasonable. 
 

3. Identify any significant audit adjustments. 
 
None 
 



 

60 

4. Identify any disagreements with management, whether or not resolved  to  the auditors’ satisfaction, 
relating to financial accounting, reporting, or auditing matters that could be significant to the financial 
statements. 
 
None 
 

5. Identify any significant difficulties encountered in performing the audit. 
 
None 
 

6. Identify any major issues discussed with management prior to retention. 
 
None 
 

7. Identify any management consultations with other accounts about auditing and accounting matters. 
 
None 
 

8. Identify  any  high‐risk  information  technology  systems  critical  to  operations  based  on  the  auditors’ 
overall  assessment of  the  importance  of  the  system  to  the  agency  and  its mission or whether  any 
exceptions  identified  in  the  six  audit  report  questions  addressed  above  are  directly  related  to  the 
operations of an information technology system. 
 
Based on the audit procedures performed, the Retirement and Investment Office’s critical information 
technology system is the CPAS system.  There were no exceptions identified that were directly related 
to this application. 

 
This  report  is  intended  solely  for  the  information  and  use  of  the  audit  committee, management,  the 
Legislative Audit and  Fiscal Review Committee, and other  state officials, and  is not  intended  to be and 
should not be used by anyone other than these specified parties. 
 

a 
 
Baltimore, Maryland 
November 9, 2015 



  AGENDA ITEM V.C. 
 
 
TO:    State Investment Board    
 

FROM:   Dave Hunter, Executive Director/CIO     
 

DATE:   November 13, 2015 
 

SUBJECT:  Employee Benefit Plan Committee Cover Memo 
 

 

 

RIO was requested to provide the Employee Benefits Program Committee (“EBPC”) “an overview of the 
state’s investment program and current investment climate” on October 27, 2015. A copy of the 
presentation made to the EBPC is attached and includes RIO’s response to “Additional EBPC 
Information Requests” which was supplied by RIO on November 3, 2015 (pages 45 to 50 of the 
attached presentation).   
 
Overall, I believe the information provided was well received by the EBPC and there have been no 
subsequent information requests. It is important to note that the additional information request was 
shared with the investment professionals that serve the North Dakota Board of University and School 
Lands prior to its submission to the EBPC since comparative information on investment returns and 
fees were requested. 
 



State Investment Board Update 
For the fiscal year ended June 30, 2015 

Employee Benefits Program Committee 

October 27, 2015 

Additional Information Requests (see pages 45 to 50)  

November 3, 2015 
 

Dave Hunter, Executive Director / CIO 

Darren Schulz / Deputy Chief Investment Officer 

ND Retirement & Investment Office (RIO) 

State Investment Board (SIB)  

 

 

 

 

 

 

 



Presentation Agenda 

2 

 State Investment Board members 

 State Investment Board process 

 Assets under management 

 Fiscal year highlights and key economic indicators 

 Pension investment performance and asset allocation 

 Peer performance of returns and risk 

 SIB Report – Asset and Investment Performance Overview 

 SIB Report – Client Investment Fees and Expenses 

 North Dakota Century Code 21-10 State Investment Board 

 U.S. Public Pension Plan Investment Return Assumptions 

 



State Investment Board Members - October 23, 2015 
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The SIB includes 11 members with Lieutenant Governor Drew Wrigley serving as Chairman and 

includes State Treasurer Kelly Schmidt, the Commissioner of University and School Lands Lance 

Gaebe, the Director of Workforce Safety and Insurance designee Cindy Ternes, the Insurance 

Commissioner Adam Hamm, plus three TFFR board members and three PERS board members. 

 

The TFFR representatives include Michael Gessner, Rob Lech and Mel Olson noting that Mr. Lech 

also serves as the board parliamentarian. 

 

The PERS representatives include Mike Sandal, Tom Trenbeath and Yvonne Smith noting that Mr. 

Sandal also serves as Vice Chairman of the SIB. 
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State Investment Board Process 
 

 

 

 

 

 

 

 

 

 

 

 

 

TFFR Board 
PERS Board 

(4 Funds) 
 

 

WSI Board 
Insurance Commissioner 

(4 Funds) 
State Board of  

Medical Examiners 

State Risk Mgmt 
 (2 Funds) 

Council on the Arts 
Cultural Endowment 

Legacy and Budget 
Stabilization Fund 
 Advisory Board 

 

 
Budget 

 Stabilization  Fund 

City of Bismarck  
Police Pension Board 

City of Bismarck  
Employee Pension Board 

City of Bismarck 
Deferred Sick Leave 

City of Grand Forks 
 Pension Fund 

City of Grand Forks  
Park District Pension Fund 

  
Pension Fund 

ND Association 
 of Counties 

            City of Fargo  
FargoDome Permanent  Fund 

State Investment Board 
(SIB) 

Custodian Bank 

Retirement and 
Investment Office (RIO) 

Investment Managers Investment Consultant 

Legacy Fund 

Center for Tobacco 
Prevention & Control 

SIB Client Boards: 
1. PERS 

2. TFFR 

3. City of Bismarck 

4. City of Grand Forks 

5. WSI 

6. Insurance 

Commissioner 

7. State Risk Mgmt. 

8. ND Association of 

Counties 

9. Council on the Arts 

10. State Board of 

Medical Examiners 

11. Center for Tobacco 

Prevention & Control 

12. City of Fargo 

13. Legacy & Budget 

Stabilization Fund 

Advisory Board 

 Legal Counsel, Actuaries   

& Independent Auditors 



State Investment Board Process 
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Client Responsibilities: (Per NDCC 21-10-02.1) The governing body of each fund (client) 
shall establish policies on investment goals and objectives and asset allocation that must 
include: 

 Acceptable rates of return, liquidity and levels of risk 

 Long-range asset allocation goals 

  

State Investment Board Responsibilities: (Per NDCC 21-10):  
 Accept and implement client asset allocations 

 Apply Prudent Investor Rule when investing for fund under its supervision 

 Approve general types of securities for investment 

 Set policies and procedures regulating securities transactions on behalf of the 
clients 

 Select custodian servicer 

 Select investment director and/or investment consulting service 

 Create investment pools 



State Investment Board Process 
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Retirement and Investment Office Staff Responsibilities (on behalf of SIB): 
 Administer overall investment strategy 

 Advise SIB on ways to maximize risk/return opportunities within each asset class 

 Act as liaison between SIB and managers, consultant and custodian 

 Monitor individual clients’ investment guidelines and asset allocations 

 Maintain separate accounting for client accounts 
 

Investment Manager Responsibilities: 
 Accept and implement specific mandates or “investment missions” 

 Make buy/sell decisions based on investment guidelines 

 Report to RIO Staff on regular basis 
 Provide education to SIB 



State Investment Board Process 
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Custodian Bank Responsibilities: 
 Safe-keep assets 
 Settle trades 
 Record-keeper 
 

Investment Consultant Responsibilities: 
 Performance measurement of investment managers 
 Manager search assistance 

 Provide education to SIB 

 Special projects 
 
Others Experts: 

 Legal Counsel 
 Independent Actuaries and Auditors   
 Specialists in custody and fee reviews and/or transaction cost analyses 



State Investment Board – Client Assets Under Management 
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• SIB Client Assets Under Management 
grew by approximately 44% or $3.2 
billion in the last biennium. 

• The Pension Trust posted net 
investment return of 3.5% in fiscal 2015 
and 16% return in fiscal 2014.  As a 
result, Pension Trust assets increased 
by over 17% or $700 million during the 
last two years. 

• Legacy assets increased from less than 
$1.2 billion at June 30, 2013, to over 
$3.3 billion at June 30, 2015, primarily 
due to tax collections, although net 
returns were 3.3% for the year ended 
June 30, 2015. 

• As of June 30, 2015, the market value 
of SIB client assets approximated $10.7 
billion based on unaudited valuations. 

 Market Values  Market Values  Market Values 

Fund Name  as of 6/30/15 (1)  as of 6/30/14 (2)  as of 6/30/13  (2)

Pension Trust Fund 

Public Employees Retirement System (PERS) 2,422,579,596 2,332,744,037 2,000,899,336

Teachers' Fund for Retirement (TFFR) 2,103,807,352 2,061,684,912 1,810,735,455

Job Service of North Dakota Pension 96,392,560 97,825,769 90,442,764

City of Bismarck Employees Pension 81,745,818 78,804,326 68,822,847

City of Grand Forks Employees Pension 59,232,374 57,896,611 50,148,061

City of Bismarck Police Pension 35,889,943 34,643,204 30,072,819

Grand Forks Park District 6,035,137 5,938,993 5,109,311

City of Fargo Employees Pension 1,461 9,702 34,133,671

Subtotal Pension Trust Fund 4,805,684,242 4,669,547,555 4,090,364,264

Insurance Trust Fund  

Legacy Fund 2,215,941,142 1,194,779,193

Workforce Safety & Insurance (WSI) 1,762,659,137 1,703,987,980 1,557,719,286

Budget Stabilization Fund 574,011,150 586,199,881 401,353,181

City of Fargo FargoDome Permanent Fund 41,007,046 41,775,992 36,411,591

PERS Group Insurance Account 39,653,686 37,425,567 42,792,878

State Fire and Tornado Fund 23,416,231 29,223,707 26,633,417

Petroleum Tank Release Compensation Fund 7,162,837 7,092,998 6,839,483

State Risk Management Fund 6,849,216 6,948,162 6,187,298

State Risk Management Workers Comp Fund 6,224,541 5,965,322 5,247,448

ND Association of Counties (NDACo) Fund 3,833,499 3,445,373 2,717,444

State Bonding Fund 3,180,024 3,268,991 3,141,218

Insurance Regulatory Trust Fund 2,636,660 1,146,038 1,043,647

ND Board of Medical Examiners 2,174,702 1,889,897

Bismarck Deferred Sick Leave Account 872,178 849,818 1,016,834

Cultural Endowment Fund 383,050 364,979 323,914

Subtotal Insurance Trust Fund 2,474,063,957 4,645,525,847 3,286,206,833

Legacy Trust Fund

Legacy Fund 3,328,631,302

PERS Retiree Insurance Credit Fund 97,671,059 90,360,366 73,677,263

Total Assets Under SIB Management 10,706,050,560 9,405,433,768 7,450,248,360

(1)  6/30/15 market values are unaudited and subject to change.
(2)  6/30/14 and 6/30/13 market values as stated in the Comprehensive Annual Financial Report.



Historical Asset Class Returns and Key Economic Indicators 
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Asset Class Benchmark 1-Year 3-Years 5-Years 10-Years

Large Cap US Stocks Russell 1000 7.37% 17.73% 17.58% 8.13%

Small Cap US Stocks Russell 2000 6.49% 17.81% 17.08% 8.40%

Non-US Stocks (Developed) MSCI EAFE -4.22% 11.97% 9.54% 5.12%

Non-US Stocks (Emerging) MSCI Emerging Markets -4.77% 4.08% 4.03% 8.46%

US Bonds Barclays Aggregate 1.86% 1.83% 3.35% 4.44%

High Yield Bonds Barclays Corporate High Yield -0.40% 6.81% 8.61% 7.89%

Non-US Debt Citi Non-US World Govt -13.49% -3.88% 0.33% 2.63%

Inflation Protected Barclays Global Inflation Linked -4.23% 1.52% 4.65% 4.32%

Real Estate NCREIF 12.98% 11.63% 12.72% 8.16%

Period Ended June 30, 2015

Recent Quarterly Indicators 2Q15 1Q15 4Q14 3Q14 2Q14 1Q14 4Q13 3Q13

GDP Growth 2.7% 0.6% 2.1% 4.3% 4.6% -0.9% 3.8% 3.0%

Unemployment Rate 5.3% 5.6% 5.7% 6.1% 6.2% 6.6% 7.0% 7.3%

CPI 0.1% -0.1% 0.8% 1.7% 2.1% 1.5% 1.5% 1.2%

Consumer Sentiment 96.1 93.0 93.6 84.6 82.5 80.0 82.5 77.5

Overview:  The capital markets performed far better in fiscal 2014 than fiscal 2015. This was largely a result of  

economic growth slowing in the international markets (including China, the world’s second largest economy) and 

continued fears over Greece exiting the European Union in mid-June.  In the U.S., stocks generated returns of 

over 6% in fiscal 2015 versus 24% in fiscal 2014, while Non-U.S. stocks declined by over 4% during the past fiscal 

year versus gains of over 20% in fiscal 2014.  Similarly, U.S. Bonds increased less than 2% in fiscal 2015 versus a 

4% gain in fiscal 2014, while Non-U.S. Bonds fell sharply by over 13% in fiscal 2015 versus a 9% gain in fiscal 

2014.  Real Estate performed well throughout increasing by nearly 13% in fiscal 2015 and 11% in fiscal 2014. 



U.S Economy – GDP Growth Rates 
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 Quarterly GDP 
Growth Rates  (top 

chart) have been 
volatile as 
evidenced by low 
or negative growth 
rates in the 1st 
quarter of recent 
years largely 
attributed to poor 
weather conditions. 

 Annual GDP 
Growth Rates (bottom 

chart) minimize the 
impact of seasonal 
weather conditions 
and display a more 
consistent and 
moderate growth 
rate of about 2.7% 
over the past year. 



U.S. Economy – GDP and Inflation 
Quarter Ending June 30, 2015 
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 The Federal Reserve ended the third round of its bond-buying program in October 2014, although it 
continues to reinvest principal payments from its holdings. 

 2nd quarter GDP was up 3.9%, a dramatic improvement from 0.6% in the first quarter. 

 June headline and core CPI increased over the trailing year by 0.1% and 1.8%, respectively. 

 The unemployment rate declined from 5.5% in March to 5.3% in June (and 5.1% in recent months). 

 Labor market shows strength with the addition of 245,000 jobs in June. 

Source: Callan. 
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Global GDP Growth Rates 

12                   Source:  The Conference Board is a global, independent business membership and research association based in NYC. 

 Global GDP Growth Rates have 
declined from: 

 3.7% in 2010-to-2013 to  

 3.2% in 2014 and are expected to reach 

 3.3% in 2015 through 2019. 

 Global GDP Growth in the Emerging 
Market and Developing Economies is 
expected to trend downward over 
the next decade largely due to 
China’s growth rate slowing from: 

 8.8% in 2010-to-2013 down to  

 3.9% in 2020-to-2025. 

  
ACTUAL 

2010-2013 

ACTUAL 

2014 

FORECAST 

2015 

PROJECTED 

2015-2019 

TREND 

2020-2025 

United States 2.2 2.4 2.9 2.4 1.9 

Europe* 0.9 1.4 1.8 2.1 1.5 

of which: Euro Area 0.6 0.8 1.4 1.9 1.2 

Japan 1.8 0.2 0.6 1.4 1.1 

Other mature** 3.5 3.1 3.0 2.9 2.5 

Mature Economies 1.8 1.9 2.3 2.3 1.8 

            

China 8.8 7.4 6.5 5.5 3.9 

India 6.6 5.7 5.9 5.5 5.0 

Other developing 

Asia 
5.2 3.9 4.6 4.3 3.9 

Latin America 3.6 1.0 1.6 2.8 2.9 

of which: Brazil 3.4 0.2 0.5 3.1 3.1 

of which: Mexico 3.5 2.3 3.5 2.8 2.8 

Middle East & North 

Africa 
3.4 2.9 3.4 3.4 3.2 

Sub-Saharan Africa 4.6 3.7 4.4 5.0 5.3 

Russia, Central Asia 

and Southeast 

Europe*** 

4.1 0.9 -1.5 2.1 1.7 

Emerging Market 

and Developing 

Economies 

6.2 4.7 4.4 4.5 3.7 

            

World Total 3.7 3.2 3.3 3.3 2.7 

Key Take-Away:   World GDP growth 

rates continue to show meaningfully 

positive trends albeit at slower rates 

than in the recent past. 



U.S Labor Market Conditions 
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Source: U.S. Department of Labor: Bureau of Labor Statistics 

U.S. Labor Markets Continue to Improve:  The U.S. Unemployment Rate has declined 

to 5.1% in August and September of 2015 after peaking at 10% in October of 2009. 



U.S Consumer Sentiment is Impacted by Global Events 
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Summary:  The decline in optimism 
continued to narrow in late September 
as consumers increasingly concluded 
that the stock market declines had more 
to do with international conditions than 
the domestic economy. While the 
September Sentiment Index was at the 
lowest level in eleven months, it was still 
higher than in any prior month since 
May 2007. To be sure, a raft of recent 
events have been viewed as negative 
economic indicators by consumers, 
including falling commodity prices, 
weakened Chinese and other economies 
as well as continued stresses on 
European countries. Although most 
believe the domestic economy is still 
largely insulated, they have lowered the 
pace of job and wage growth that they 
now anticipate. The true significance of 
these findings is not the diminished 
economic prospects, but that consumers 
now believe that global economic trends 
can directly influence their own job and 
wage prospects as well as indirectly via 
financial markets. While now small, the 
influence of the global economy is 
certain to rise in the future and prompt 
widespread adjustments by consumers 
and policy makers. 

The University of Michigan Consumer Sentiment Index  is a consumer confidence index published monthly by the University of Michigan and Thompson Reuters. The index is 

normalized to have a value of 100 in December 1964. Each month at least 500 telephone interviews involving fifty core questions are conducted within the U.S.  These interviews 

are used to develop an index of consumer expectations, a subset of which are included in the Leading Indicator Composite Index published by the US Dept. of Commerce and 

Bureau of Economic Analysis. 



Asset Class Performance 
Periods Ending June 30, 2015 
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 Emerging markets ranked 
1st for the last quarter, up 
0.8%, but fell 4.8% in the 
year 

 S&P 500 gained 0.3% for 
the quarter and 7.4% for 
the trailing year 

 Barclays Aggregate fell 1.7% 
for the quarter and gained 
1.9% for the trailing year 

 International equities (EAFE 
and EM) lagged domestic 
equities over every time 
period shown except the 
last quarter 

Source: Callan. 
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Callan Periodic Table of Annualized Investment Returns 

Periods Ending June 30, 2015  

As of 10/21/15 FYTD YTD

S&P 500 -1.52% -0.31%

Russell 2000 -8.33% -3.97%

EAFE -3.90% 1.41%

EM -10.88% -8.25%

BC Agg 1.86% 1.52%
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Fund Name

 Market Values

as of 6/30/15 

FYTD 

2015 2014 2013 2012 2011 2010 3 Years 5 Years 10 Years 15 Years 20 Years 25 Years 30 Years

Pension Trust Fund

Teachers' Fund for Retirement (TFFR) 2,103,807,352    3.52% 16.53% 13.57% -1.12% 24.05% 13.87% 11.06% 10.94% 5.87% 4.99% 7.23% 7.80% 8.37%

Public Employees Retirement System (PERS) 2,422,579,596    3.53% 16.38% 13.44% -0.12% 21.27% 13.67% 10.98% 10.61% 5.98% 5.54% 7.65% 8.01% 8.68%

City of Bismarck Employees Pension 81,745,818          3.69% 14.56% 12.41% 1.57% 20.32% 12.74% 10.12% 10.29% 6.00% 5.65% 7.52% 8.38% *

City of Bismarck Police Pension 35,889,943          3.56% 15.27% 13.03% 1.31% 21.10% 13.30% 10.50% 10.61% 6.01% 5.48% 7.40% 8.25% *

Job Service of North Dakota Pension 96,392,560          3.30% 13.54% 11.71% 3.09% 16.39% 13.63% 9.42% 9.47% 6.16% 5.52% 8.47% * *

City of Fargo Employees Pension 1,461                    0.06% 8.42% 13.90% 0.97% 21.58% 14.82% 7.31% 8.69% * * * * *

City of Grand Forks Employees Pension 59,232,374          3.53% 16.33% 14.01% 1.09% 21.64% 13.91% 11.15% 11.04% * * * * *

Grand Forks Park District 6,035,137            4.22% 16.44% 14.43% 0.86% 20.98% * 11.57% 11.12% * * * * *

Subtotal Pension Trust Fund 4,805,684,242    

Insurance Trust Fund

Workforce Safety & Insurance (WSI) 1,762,659,137    3.26% 11.71% 8.31% 6.17% 13.23% 11.94% 7.71% 8.48% 5.65% 5.43% 7.08% 7.62% *

State Fire and Tornado Fund 23,416,231          3.16% 12.78% 10.59% 4.93% 14.52% 14.52% 8.76% 9.11% 6.14% 5.49% 6.62% 6.91% *

State Bonding Fund 3,180,024            1.25% 4.06% 2.96% 5.31% 5.01% 8.63% 2.75% 3.71% 2.25% 3.04% 4.77% 5.46% *

Petroleum Tank Release Compensation Fund 7,162,837            1.13% 3.68% 2.47% 4.84% 4.97% 7.79% 2.42% 3.41% 2.06% 2.70% 4.71% * *

Insurance Regulatory Trust Fund 2,636,660            2.04% 9.88% 8.49% 2.82% 11.61% 10.29% 6.75% 6.90% 5.06% 4.69% 6.06% 6.01% *

State Risk Management Fund 6,849,216            4.08% 12.29% 10.19% 7.63% 14.36% 16.02% 8.80% 9.65% 6.37% 5.57% * * *

State Risk Management Workers Comp Fund 6,224,541            4.57% 13.68% 11.61% 7.40% 16.23% 16.40% 9.88% 10.62% 6.64% * * * *

Cultural Endowment Fund 383,050                5.22% 16.94% 15.58% 4.65% 21.33% 14.89% 12.46% 12.55% 6.75% * * * *

Budget Stabilization Fund 574,011,150        1.86% 1.94% 1.87% 2.03% 3.73% 7.38% 1.89% 2.29% * * * * *

ND Association of Counties (NDACo) Fund 3,833,499            2.77% 11.61% 9.46% 1.69% 17.73% 15.34% 7.88% 8.49% 5.09% 4.61% * * *

Bismarck Deferred Sick Leave Account 872,178                2.95% 12.32% 9.83% 5.69% 13.80% 15.30% 8.29% 8.84% 6.19% 5.76% * * *

City of Fargo FargoDome Permanent Fund 41,007,046          3.38% 16.34% 13.46% 3.14% 19.16% 16.78% 10.92% 10.89% 6.41% * * * *

State Board of Medical Examiners Fund 2,174,702            2.70% * * * * * * * * * * * *

PERS Group Insurance Account 39,653,686          0.01% 0.06% 0.27% 0.24% 0.31% 0.36% 0.11% 0.18% 1.55% 1.92% * * *

Subtotal Insurance Trust Fund 2,474,063,958    

Legacy Fund 3,328,631,302    3.31% 6.64% 1.15% * * * 3.69% * * * * * *

PERS Retiree Insurance Credit Fund 97,671,059          3.06% 16.53% 14.80% 2.62% 21.65% 16.86% 11.30% 11.47% 6.11% 4.75% 7.27% 7.53% *

Total Assets Under SIB Management 10,706,050,561  

 * These funds do not have the specified periods of history under SIB management.

Note:  Asset allocation largely drives investment performance.  Each fund has a unique allocation that takes into consideration

           return objectives, risk tolerance, liquidity constraints, and unique circumstances.  Such considerations must be taken into

           account when comparing investment returns. All figures are preliminary and subject to revision.

Investment Performance (net of fees)

ND RETIREMENT AND INVESTMENT OFFICE

ND STATE INVESTMENT BOARD

INVESTMENT PERFORMANCE SUMMARY

AS OF JUNE 30, 2015

Periods ended 6/30/15 (annualized)Fiscal Years ended June 30



TFFR and PERS net investment returns have exceeded the key 8% actuarial rate of 
return assumption over the last 30 years. 
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TFFR and PERS generated net returns of 10.9% and 10.6%, respectively, during the past five years. 

TFFR and PERS net returns have approximated 8.4% and 8.7%, respectively, during the last 30 years. 

                      Note:  Investment returns are deemed to be materially accurate, but are unaudited and subject to change. 
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11.1% 10.9%
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Net Investment Performance
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TFFR
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< 8% Expected Return Level 



Executive Summary:  TFFR and PERS Investment Overview 
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TFFR and PERS net investment returns for both Plans were 3.5% for the year ended June 30, 2015. 

- Asset allocation decisions are consistently the largest drivers of investment returns although active 
management is important and has produced $60 million of incremental income for TFFR and PERS in the 
past fiscal year.  Overall, SIB clients have received a $3 return of every $1 paid out for investment 
management fees in fiscal 2015 (e.g. $148 million was returned on $48 million of fees in fiscal 2015). 

- The plans’ private real estate investments posted the largest sector returns of over 15% during the last 
year, while domestic equity generated an 8.5% return followed by domestic fixed income (up 6.0%) and 
global equity (up 3.8%).  The two weakest performing sectors were international fixed income (down 
9.7%) and international equity (down 2.7%) due to dollar strength in the year. 

Portfolio volatility (or risk), as measured by standard deviation, has declined significantly in recent years. 

- The standard deviation of the TFFR and PERS portfolios has declined during the past decade and resides 
in the 3rd quartile as of June 30, 2015 (noting that a lower standard deviation is preferred).  The plans 
ability to demonstrate above average returns while employing less risk than most other plans is 
noteworthy. 

The Retirement and Investment Office regularly meets with our  investment advisors to ensure we obtain 
competent and prudent professional investment services at a competitive price. 

- Investment management fees as a percentage of assets under management declined by 10% within the 
Pension Trust and increased by 12% within the Insurance Trust during the last fiscal year. Insurance Trust 
fees increased due to the implementation of a new policy allocation for the Legacy Fund. 

 

 

 

 

 

 

 

Note:  Investment returns are deemed to be materially accurate, but are unaudited and subject to change. 



Pension Trust - Actual and Target Asset Allocation 
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Pension Trust– Callan “Actual Return” for 1-Year ended June 30, 2015 
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Pension Trust – Callan “Actual Return” for 5-Years ended June 30, 2015 
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The chart below displays the ranking of TFFR and PERS performance relative to that of the Callan Public Fund Sponsor Database for periods ended 
June 30, 2015, without any adjustment for the historical asset allocations (versus other public fund sponsors). 

Gross Returns:  TFFR and PERS generated 2nd quartile returns for the 1-, 3-, and 5-year 
periods ended June 30, 2015 based on the Callan Associates Public Fund Sponsor 
Database (unadjusted basis).   

TFFR and PERS Peer Return Ranking  – June 30, 2015 

Last Year Last 3 Years Last 5 Years Last 10 Years

(2.0)

0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

Group: CAI Public Fund Sponsor Database

for Periods Ended June 30, 2015

Gross of Fee Returns

10th Percentile 4.6 12.0 11.9 7.3

25th Percentile 3.9 11.4 11.3 7.0

Median 3.2 10.3 10.4 6.6

75th Percentile 2.1 9.1 9.1 6.1

90th Percentile 1.0 7.4 8.0 5.5

Member Count 256 236 220 191

Total Fund-TFFR A 3.9 11.4 11.3 6.4

Total Fund-PERS B 3.9 11.3 11.0 6.5

A (28)

A (26) A (27)

A (57)
B (28)

B (28) B (39)

B (54)
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for Periods Ended June 30, 2015

Standard Deviation

10th Percentile 4.3 5.3 9.7 12.1

25th Percentile 3.8 4.9 8.7 11.5

Median 3.4 4.5 7.7 10.6

75th Percentile 3.0 4.1 6.7 9.1

90th Percentile 2.5 3.6 5.8 6.4

Member Count 256 236 220 191

Total Fund-TFFR A 2.9 3.9 8.7 12.3

Total Fund-PERS B 2.9 3.9 7.9 11.1

A (77)
A (82)

A (26)

A (7)

B (77)
B (84)

B (47)

B (33)
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Portfolio volatility, as measured by standard deviation, has declined significantly in recent years.  
The standard deviation rank of the TFFR and PERS plan declined from the 1st and 2nd quartile, 
respectively, for the last 10-year period and 2nd quartile for last five years to the 4th quartile for 
the past one and three years. 
 

TFFR and PERS Peer Risk Ranking  – June 30, 2015 
The chart below displays the ranking of TFFR and PERS risk relative to that of the Callan Public Fund Sponsor Database for periods ended June 30, 
2015. 

Standard deviation is used to 

measure investment (or 

portfolio) volatility whereas a 

lower standard deviation is 

generally preferred over a 

higher standard deviation. 



Relative Standard Deviation Relative to Policy Benchmark 
10 Years Ended 6/30/2015 
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TFFR and PERS standard 

deviation remains within 

investment guidelines of 

1.15 (or 115% of the 

policy benchmark over 

the last 5 years). 

TFFR and PERS standard 

deviation for the 5-years 

ended June 30, 2015 was 

8.7% 7.9%, respectively, 

and slightly in excess of 

its policy benchmark.  
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 Market Values  Market Values 

Fund Name  as of 6/30/15 (1)  as of 6/30/14 (2)

Pension Trust Fund 

Public Employees Retirement System (PERS) 2,422,579,596 2,332,744,037

Teachers' Fund for Retirement (TFFR) 2,103,807,352 2,061,684,912

Job Service of North Dakota Pension 96,392,560 97,825,769

City of Bismarck Employees Pension 81,745,818 78,804,326

City of Grand Forks Employees Pension 59,232,374 57,896,611

City of Bismarck Police Pension 35,889,943 34,643,204

Grand Forks Park District 6,035,137 5,938,993

City of Fargo Employees Pension 1,461 9,702

Subtotal Pension Trust Fund 4,805,684,242 4,669,547,555

Insurance Trust Fund  

Legacy Fund 2,215,941,142

Workforce Safety & Insurance (WSI) 1,762,659,137 1,703,987,980

Budget Stabilization Fund 574,011,150 586,199,881

City of Fargo FargoDome Permanent Fund 41,007,046 41,775,992

PERS Group Insurance Account 39,653,686 37,425,567

State Fire and Tornado Fund 23,416,231 29,223,707

Petroleum Tank Release Compensation Fund 7,162,837 7,092,998

State Risk Management Fund 6,849,216 6,948,162

State Risk Management Workers Comp Fund 6,224,541 5,965,322

ND Association of Counties (NDACo) Fund 3,833,499 3,445,373

State Bonding Fund 3,180,024 3,268,991

Insurance Regulatory Trust Fund 2,636,660 1,146,038

ND Board of Medical Examiners 2,174,702 1,889,897

Bismarck Deferred Sick Leave Account 872,178 849,818

Cultural Endowment Fund 383,050 364,979

Subtotal Insurance Trust Fund 2,474,063,957 4,645,525,847

Legacy Trust Fund

Legacy Fund 3,328,631,302

PERS Retiree Insurance Credit Fund 97,671,059 90,360,366

Total Assets Under SIB Management 10,706,050,560 9,405,433,768

(1)  6/30/15 market values are unaudited and subject to change.
(2)  6/30/14 market values as stated in the Comprehensive Annual Financial Report.

State Investment Board – Client Assets Under Management 
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 SIB Client Assets Under Management 
grew by approximately 14% or $1.3 
billion in the last year.   

 The Pension Trust posted a net return of 
3.5%, while the Insurance Trust 
generated a 2.3% net return in the last 
year.  Investments were responsible for 
gains of $164 million for the Pension 
Trust and $58 million for the Insurance 
Trust excluding Legacy Fund assets. 

 Legacy assets increased by 50% (or $1.1 
billion) primarily due to tax collections, 
although net returns were 3.3% for the 
year ended June 30, 2015. 

 SIB client assets exceeded $10.7 billion 
based on unaudited valuations as of 
June 30, 2015. 

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 



Client Level Return & Risk Summary – June 30, 2015 
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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 five pages summarizes actual client level returns (net of fees), for the 1-, 3- and 5-year periods ended June 30, 2015.  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 June 30, 2015.   
 
Pension Trust:  All Pension Trust clients generated positive Excess Returns for the 1-, 3- and 5-year periods ended June 30, 2015, 
as summarized on the following two pages.  Over the past year, PERS and TFFR generated a net return of approximately 3.5% which 
exceeded the policy benchmark by over 1.36%.  Based on $4.44 billion of total assets for PERS and TFFR, this translates into $60 
million of incremental income for the State’s two largest pension plans in the last year (e.g. $4.44 billion x 1.36% = $60 million).  
The main drivers of excess returns in the overall Pension Trust were World Equity (0.49%), Domestic Fixed Income (0.40%), U.S. Equity 
(0.34%), International Equity and Fixed Income (0.23%) and Real Estate (0.18%), with Timber (-0.30%) representing the largest 
detractor during the past year.  Risk Adjusted Excess Returns for the five-years ended June 30, 2015 were positive for all current 
Pension Trust clients with one exception for the Grand Forks Park District Plan (which still generated a 11.1% return over the last 
along with 0.59% of excess return over the past five-years). 
 

Insurance Trust:  All Insurance Trust clients generated positive Excess Returns for the 1-, 3- and 5-year periods ended June 30, 
2015, with two 1-year exceptions for PERS Retiree Heath and PERS Group Insurance.  The PERS Retiree Health Insurance Credit 
Fund ($96 million) and Group Insurance Fund ($41 million) experienced negative excess returns of 0.51% and 0.01%, respectively, in 
the past year.  Both funds had positive excess return for the 3- and 5-year periods ended June 30, 2015.  RIO and PERS are reviewing 
the asset allocation for Group Insurance based on changing liquidity requirements. The top two drivers of excess returns in the 
Insurance Trust were Domestic Fixed Income (0.23%) and Real Estate (0.17%), while the top three drivers of excess return in the 
Legacy Fund were International Equity (0.45%), U.S. Large Cap Equity (0.36%) and Real Estate (0.15%), over the last year.  Risk 
Adjusted Excess Returns were positive for all but one Insurance Trust client for the five-year period ended June 30, 2015. 

 

Actual asset allocations are within Target ranges and guidelines as confirmed by Callan Associates as of June 30, 2015. 
 

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



Pension Trust Return & Risk Summary – June 30, 2015 
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Returns and Risk:  Every single Pension Trust client portfolio generated positive 
“Excess Return” over the last 1-, 3- and 5-year periods ended June 30, 2015, 
while adhering to prescribed risk levels (i.e. < 115% of policy) with no exceptions. 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2015 6/30/2015 6/30/2015 6/30/2015 6/30/2015

PERS (Main Plan)

2,401,309,136$          

Total Fund Return - Net 3.53% 10.98% 10.61% 7.9% 0.22%

Policy Benchmark Return 2.16% 9.73% 10.00% 7.6%

EXCESS RETURN 1.38% 1.25% 0.61% 103.8%

TEACHERS' FUND FOR RETIREMENT (TFFR)

2,090,299,471$      

Total Fund Return - Net 3.52% 11.06% 10.94% 7.9% 0.57%

Policy Benchmark Return 2.16% 9.78% 9.97% 7.6%

EXCESS RETURN 1.36% 1.28% 0.97% 103.8%

CITY OF BISMARCK EMPLOYEES PENSION

81,230,926$           

Total Fund Return - Net 3.69% 10.12% 10.29% 6.9% 0.55%

Policy Benchmark Return 2.31% 8.59% 9.37% 6.6%

EXCESS RETURN 1.38% 1.53% 0.92% 103.8%

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 



Pension Trust Return & Risk Summary – June 30, 2015 
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Risk Adjusted Excess 

Return measures actual 

portfolio results versus a 

benchmark adjusted by 

its risk relative to a 

benchmark portfolio.  

This metric is positive if 

excess returns are due 

to “smart” investment 

decisions or negative if 

driven by excess risk.  

Risk Adjusted Excess 

Returns for the five-

years ended June 30, 

2015 were positive for 

all Pension Trust 

clients with one 

exception - the Grand 

Forks Park District 

Plan (which still 

generated 0.59% of 

excess return over the 

past five-years). 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2015 6/30/2015 6/30/2015 6/30/2015 6/30/2015

CITY OF BISMARCK POLICE PENSION

35,631,338$           

Total Fund Return - Net 3.56% 10.50% 10.61% 7.4% 0.54%

Policy Benchmark Return 2.23% 9.07% 9.81% 7.2%

EXCESS RETURN 1.33% 1.44% 0.80% 102.5%

JOB SERVICE

Total Fund Return - Net 3.30% 9.43% 9.47% 6.0% 0.63%

Policy Benchmark Return 1.59% 7.38% 8.33% 5.7%

EXCESS RETURN 1.71% 2.05% 1.14% 105.7%

CITY OF GRAND FORKS PENSION PLAN

56,504,623$           

Total Fund Return - Net 3.53% 11.15% 11.04% 7.98% 0.40%

Policy Benchmark Return 2.23% 9.90% 10.36% 7.78%

EXCESS RETURN 1.30% 1.25% 0.68% 102.6%

GRAND FORKS PARK DISTRICT PENSION PLAN

6,033,693$             

Total Fund Return - Net 4.22% 11.57% 11.12% 8.18% -0.15%

Policy Benchmark Return 2.89% 10.27% 10.54% 7.63%

EXCESS RETURN 1.33% 1.29% 0.59% 107.2%

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 



Insurance Trust Return & Risk Summary – June 30, 2015 
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Returns and Risk:  

Actual investment 

returns of every 

Insurance Trust 

client exceeded 

their performance 

benchmarks for the 

five-years ended 

June 30, 2015 (if 

applicable).  These 

“Excess Returns” 

were achieved while 

adhering to 

reasonable risk 

levels which were 

generally within 100 

bps of policy levels. 
 

Note:  Excess Return 

values for WSI and the 

Legacy Fund were 

impacted by asset 

allocation changes in 

the last year. 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2015 6/30/2015 6/30/2015 6/30/2015 6/30/2015

WORKFORCE SAFETY & INSURANCE (WSI)

1,770,406,238$            

Total Fund Return - Net 3.27% 7.71% 8.48% 3.9% 1.24%

Policy Benchmark Return 2.65% 5.48% 6.69% 3.6%

EXCESS RETURN 0.61% 2.22% 1.78%

LEGACY FUND

3,194,769,809$            

Total Fund Return - Net 3.31% 3.69% N/A N/A N/A

Policy Benchmark Return 2.37% 2.73% N/A N/A

EXCESS RETURN 0.94% 0.96%

BUDGET STABILIZATION FUND

595,135,717$               

Total Fund Return - Net 1.86% 1.89% 2.28% 0.7% 0.32%

Policy Benchmark Return 0.75% 0.55% 0.42% 0.2%

EXCESS RETURN 1.11% 1.34% 1.86%

FIRE & TORNADO FUND

25,431,804$                 

Total Fund Return - Net 3.16% 8.76% 9.11% 5.3% 0.46%

Policy Benchmark Return 2.49% 6.57% 7.15% 4.4%

EXCESS RETURN 0.67% 2.19% 1.95%

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 



Insurance Trust Return & Risk Summary – June 30, 2015 

31 

Risk Adjusted Excess 

Return measures a 

portfolio’s excess return 

adjusted by its risk 

relative to a benchmark 

portfolio.  This metric is 

positive if returns are 

due to “smart” 

investment decisions or 

negative if driven by 

excess risk.   
 

 

 

Note:  Every Insurance 

Trust client generated 

positive Risk Adjusted 

Excess Return over the 

past 5-years, with one 

exception for PERS 

Retiree Health Insurance 

Credit Fund (on the 

next page). 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2015 6/30/2015 6/30/2015 6/30/2015 6/30/2015

STATE BONDING FUND

3,339,532$                     

Total Fund Return - Net 1.25% 2.75% 3.71% 2.0% 1.31%

Policy Benchmark Return 1.04% 1.04% 1.88% 1.7%

EXCESS RETURN 0.21% 1.71% 1.83%

INSURANCE REGULATORY TRUST FUND (IRTF)

658,357$                      

Total Fund Return - Net 2.04% 6.75% 6.90% 4.5% 0.32%

Policy Benchmark Return 1.75% 5.33% 5.59% 3.8%

EXCESS RETURN 0.29% 1.42% 1.30%

PETROLEUM TANK RELEASE COMPENSATION FUND

7,232,124$                   

Total Fund Return - Net 1.13% 2.42% 3.41% 1.8% 1.23%

Policy Benchmark Return 0.94% 0.95% 1.71% 1.5%

EXCESS RETURN 0.19% 1.47% 1.69%

STATE RISK MANAGEMENT FUND

6,929,517$                   

Total Fund Return - Net 4.08% 8.80% 9.65% 4.8% 0.36%

Policy Benchmark Return 3.46% 6.41% 7.46% 3.9%

EXCESS RETURN 0.62% 2.39% 2.19%

STATE RISK MANAGEMENT WORKERS COMP FUND

6,290,439$                   

Total Fund Return - Net 4.57% 9.88% 10.62% 5.7% 0.39%

Policy Benchmark Return 3.88% 7.55% 8.53% 4.8%

EXCESS RETURN 0.69% 2.33% 2.09%

ND ASSOCIATION OF COUNTIES FUND (NDACo)

3,562,951$                   

Total Fund Return - Net 2.77% 7.88% 8.49% 6.1% 0.61%

Policy Benchmark Return 2.16% 5.73% 6.58% 5.1%

EXCESS RETURN 0.61% 2.15% 1.91%

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 



Insurance Trust Return & Risk Summary – June 30, 2015 
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PERS Retiree Heath 

and PERS Group 

Insurance did not 

generate positive 

“Excess Return” over 

the past year, 

although 3- and 5-

year performance 

was consistent with 

expectations.     
 

 

 

Note:  Every Insurance 

Trust client generated 

positive Risk Adjusted 

Excess Return over the 

past 5-years (if 

applicable), excluding the 

PERS Retiree Health 

Insurance Credit Fund 

which still posted a net 

return of 11.47% and 

excess return of 0.62% 

over the last 5-years. 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2015 6/30/2015 6/30/2015 6/30/2015 6/30/2015

CITY OF BISMARCK DEFERRED SICK LEAVE ACCOUNT

881,132$                      

Total Fund Return - Net 2.95% 8.29% 8.84% 4.8% 0.44%

Policy Benchmark Return 2.31% 5.88% 6.62% 3.8%

EXCESS RETURN 0.65% 2.42% 2.22%

FARGODOME PERMANENT FUND

41,752,458$                 

Total Fund Return - Net 3.38% 10.92% 10.89% 7.6% 0.54%

Policy Benchmark Return 2.57% 8.94% 9.34% 6.9%

EXCESS RETURN 0.81% 1.98% 1.55%

CULTURAL ENDOWMENT FUND

383,865$                      

Total Fund Return - Net 5.22% 12.46% 12.55% 8.0% 0.59%

Policy Benchmark Return 4.24% 10.38% 10.69% 7.2%

EXCESS RETURN 0.98% 2.08% 1.85%

BOARD OF MEDICAL EXAMINERS

2,168,964$                   

Total Fund Return - Net 2.70% N/A

Policy Benchmark Return 1.84%

EXCESS RETURN 0.86%

PERS RETIREE HEALTH

96,499,236$                 

Total Fund Return - Net 3.06% 11.30% 11.47% 8.6% -0.22%

Policy Benchmark Return 3.57% 10.51% 10.85% 8.0%

EXCESS RETURN -0.51% 0.79% 0.62%

PERS GROUP INSURANCE

41,205,242$                 

Total Fund Return - Net 0.01% 0.10% 0.17% 0.1% 0.04%

Policy Benchmark Return 0.02% 0.06% 0.08% 0.0%

EXCESS RETURN -0.01% 0.03% 0.09%

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 
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Summary:  During the last two-years, investment management fees and expenses as a % of 

average assets under management declined from 0.65% (or 65 basis points) in fiscal 2013 to  0.51% 

(or 51 basis points) in fiscal 2014 to 0.47% (or 47 basis points) in fiscal 2015.   

 

 

 

 

 

 

 

 

 

 

 

  Based on $10 billion of average assets under management, this decline of 14 bps in fiscal 2014 

and 3 bps in fiscal 2015 translates into approximately $17 million of annual incremental savings.   

 

  RIO expects to realize additional savings in future years including approximately $3 million (one-

time adjustment) in reduced timber management incentive fees in late-2015 and over $200,000 (per 

year) of incremental savings from the Novarca fee review initiative.  SIB clients will also benefit from 

the recent implementation of a conservative securities lending program (estimated at $500,000/year). 

 
A basis point (or “bp”) is equal to one one-hundredth of one percent (or 0.01%) such that 100 basis points (“bps”) is equivalent to 1%. 

Average Assets Investment Fees Basis

All State Investment Board Clients Under Management and Expenses Points

Fiscal Year Ended June 30, 2013  $ 6.9 billion   $ 44.7 million 0.65%

Fiscal Year Ended June 30, 2014  $ 8.6 billion   $ 43.6 million 0.51%

Fiscal Year Ended June 30, 2015  $ 10.1 billion   $ 47.8 million 0.47%

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 
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One-Year Impact on Returns: 
 

•  Active management has generated $60 

million of incremental income for PERS 

and TFFR in fiscal 2015 ($4.44 billion x 

1.37% = $60 million). 
 

•  This $60 million of incremental income 

is after $28 million in fees (for TFFR and 

PERS), so we received $3 back for every 

$1 paid out for fees last year ($60 million + 

$28 million = $88 million / $28 million). 
 

• PERS generated 1.38% of excess return 

during the past year.  Based on average 

invested assets of $2.37 billion, this 

translates into over $32 million of 

incremental plan income. 
 

•  TFFR generated 1.36% of excess return 

in fiscal 2015.  Based on $2.06 billion on 

average assets, this translates into $28 

million of additional income. 
 

•  Overall, SIB clients received a 3:1 

return on $48 million of investment 

management fees in the last fiscal year. 
 

Note:  PERS/TFFR = $60 million  Legacy = $24 million 

WSI = $10 million  BSF = $6 million  Total = $100 million 
 

Risk:  Investment performance has been achieved while 

adhering to prescribed risk management guidelines which limit 

portfolio risk (as measured by standard deviation) to 115% of 

policy, as the actual level of 105% is within the approved limit. 

 

Five-Year Impact on Returns:  Active management has 

generated over $130 million of incremental income for the 

Pension Trust for the 5-year period ended June 30, 2015. 

Note:  All amounts are deemed to be materially accurate, but are unaudited and subject to change. 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

6/30/2015 6/30/2015 6/30/2015 6/30/2015 6/30/2015

PUBLIC EMPLOYEES RETIREMENT SYSTEM (PERS) 115% Limit

Total Fund Return - Net 3.53% 10.98% 10.61% 7.9% 0.22%

Policy Benchmark Return 2.16% 9.73% 10.00% 7.6%

Total Relative Return 1.38% 1.25% 0.61% 104%

TEACHERS' FUND FOR RETIREMENT (TFFR) 115% Limit

Total Fund Return - Net 3.52% 11.06% 10.94% 7.9% 0.57%

Policy Benchmark Return 2.16% 9.78% 9.97% 7.6%

Total Relative Return 1.36% 1.28% 0.97% 104%



 
Investment expenses as a % of invested assets declined by 10% for 

the Pension Trust and 7% for SIB Clients overall in the last year 
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Summary:   
 

Investment management fees and expenses as a % of total SIB client assets under management declined to 

approximately 47 bps in fiscal 2015 (versus 51 bps in fiscal 2014).  This 7% reduction was driven by a 

significant decline in performance fees between years, an 18% increase in average assets under 

management and RIO’s continuing efforts to secure structural fee savings with investment managers.  From 

a basis point perspective, Pension Trust investment expenses declined by 10% (or 7 bps) in fiscal 2015.  
 

A basis point is equal to one one-hundredth of one percent (or 0.01%) such that 100 basis points is equivalent to 1%. 

 Assets under 

management 

(Average) Fees

 Basis

 points 

 Assets under 

management 

(Average) Fees

 Basis

 points 

 Assets under 

management 

(Average) Fees

 Basis

 points 

Fiscal Year Ended June 30, 2014:

Investment manager fees 4,470,165,619$       29,971,568$      67  $      4,162,072,107  $     11,937,643 29  $      8,632,237,726  $     41,909,211 49

Total investment expenses 1,071,465$        2  $          658,703 2  $       1,730,168 2

4,470,165,619$       31,043,033$      69  $      4,162,072,107  $     12,596,346 30  $      8,632,237,726  $     43,639,379 51

Fiscal Year Ended June 30, 2015:

Investment manager fees 4,710,192,594$       28,515,448$      61  $      5,436,559,874  $     17,635,548 32  $    10,146,752,469  $     46,150,996 45

Total investment expenses 886,186$           2 798,641$           1 1,684,827$        2

4,710,192,594$       29,401,634$      62  $      5,436,559,874  $     18,434,189 34  $    10,146,752,469  $     47,835,823 47

7 -4 3

10% -12% 7%

Pension Investment Pool  All State Investment Board Clients 

Comparison of Investment Management 

Fees and Expenses for the fiscal years 

ended June 30, 2014 and 2015

Decline (Increase) in Investment Manager Expenses during last year (basis points)

Decline (Increase) in Investment Manager Expenses during last year (basis points 

Notes: Preliminary data is deemed to be materially accurate, but unaudited and subject to change. Amounts in the table may not foot due to rounding.

 Insurance Investment Pool &

Individual Investment Account 
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21-10-01. State investment board - Membership - Term - Compensation – Advisory council. 

  

The North Dakota state investment board consists of the governor, the state treasurer, the commissioner of university and school lands, the 

director of workforce safety and insurance, the insurance commissioner, three members of the teachers' fund for retirement board or the board's 

designees who need not be members of the fund as selected by that board, two of the elected members of the public employees retirement 

system board as selected by that board, and one member of the public employees retirement system board as selected by that board. The 

director of workforce safety and insurance may appoint a designee, subject to approval by the workforce safety and insurance board of directors, 

to attend the meetings, participate, and vote when the director is unable to attend. The teachers' fund for retirement board may appoint an 

alternate designee with full voting privileges to attend meetings of the state investment board when a selected member is unable to attend. The 

public employees retirement system board may appoint an alternate designee with full voting privileges from the public employees retirement 

system board to attend meetings of the state investment board when a selected member is unable to attend. The members of the state 

investment board, except elected and appointed officials and the director of workforce safety and insurance or the director's designee, are entitled 

to receive as compensation one hundred forty-eight dollars per day and necessary mileage and travel expenses as provided in sections 44-08-04 

and 54-06-09 for attending meetings of the state investment board. 

  

The state investment board may establish an advisory council composed of individuals who are experienced and knowledgeable in the field of 

investments. The state investment board shall determine the responsibilities of the advisory council. Members of the advisory council are entitled 

to receive the same compensation as provided the members of the advisory board of the Bank of North Dakota and necessary mileage and travel 

expenses as provided in sections 44-08-04 and 54-06-09. 

  

21-10-02. Board - Powers and duties. 

  

The board is charged with the investment of the funds enumerated in section 21-10-06. It shall approve general types of securities for investment 

by these funds and set policies and procedures regulating securities transactions on behalf of the various funds. Representatives of the funds 

enumerated in section 21-10-06 may make recommendations to the board in regard to investments. The board or its designated agents must be 

custodian of securities purchased on behalf of funds under the management of the board. The board may appoint an investment director or 

advisory service, or both, who must be experienced in, and hold considerable knowledge of, the field of investments. The investment director or 

advisory service shall serve at the pleasure of the board. The investment director or advisory service may be an individual, corporation, limited 

liability company, partnership, or any legal entity which meets the qualifications established herein. The board may authorize the investment 

director to lend securities held by the funds. These securities must be collateralized as directed by the board. The board may create investment 

fund pools in which the funds identified in section 21-10-06 may invest. 
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21-10-02.1. Board - Policies on investment goals and objectives and asset allocation.  
 

1. The governing body of each fund enumerated in section 21-10-06 shall establish policies on investment goals and objectives and asset 

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

a. The definition and assignment of duties and responsibilities to advisory services and persons employed by the board. 

b. Rate of return objectives, including liquidity requirements and acceptable levels of risk. 

c. Long-range asset allocation goals. 

d. Guidelines for the selection and redemption of investments. 

e. Investment diversification, investment quality, qualification of advisory services, and amounts to be invested by advisory services. 

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

2. The asset allocation and any subsequent allocation changes for each fund must be approved by the governing body of that fund and the state 

investment board. The governing body of each fund shall use the staff and consultants of the retirement and investment office in developing 

asset allocation and investment policies. 

  

21-10-03. Cooperation with Bank of North Dakota. 
 

Repealed by S.L. 1987, ch. 190, § 14. 

  

21-10-04. Board - Meetings. 
 

The state investment board shall select one of its members to serve as chair, one to serve as vice chair, and shall meet at the call of the chair or 

upon written notice signed by two members of the board. 

  

21-10-05. Investment director - Powers and duties. 
 

Subject to the limitations contained in the law or the policymaking regulations or resolutions adopted by the board, the investment director may 

sign and execute all contracts and agreements to make purchases, sales, exchanges, investments, and reinvestments relating to the funds under 

the management of the board. This section is a continuing appropriation of all moneys required for the making of investments of funds under the 

management of the board. The investment director shall see that moneys invested are at all times handled in the best interests of the funds. 

Securities or investments may be sold or exchanged for other securities or investments. 

The investment director shall formulate and recommend to the investment board for approval investment regulations or resolutions pertaining to 

the kind or nature of investments and limitations, conditions, and restrictions upon the methods, practices, or procedures for investment, 

reinvestment, purchase, sale, or exchange transactions that should govern the investment of funds under this chapter. 
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21-10-06. Funds under management of board - Accounts. 
 

1. Subject to the provisions of section 21-10-02, the board shall invest the following funds: 

a. State bonding fund. 

b. Teachers' fund for retirement. 

c. State fire and tornado fund. 

d. Workforce safety and insurance fund. 

e. Public employees retirement system. 

f. Insurance regulatory trust fund. 

g. State risk management fund. 

h. Budget stabilization fund. 

i. Health care trust fund. 

j. Cultural endowment fund. 

k. Petroleum tank release compensation fund. 

l. Legacy fund. 

m. A fund under contract with the board pursuant to subsection 3. 
 

2. Separate accounting must be maintained for each of the funds listed in subsection 1. The moneys of the individual funds may be commingled 

for investment purposes when determined advantageous. 
 

3. The state investment board may provide investment services to, and manage the money of, any agency, institution, or political subdivision of 

the state, subject to agreement with the industrial commission. The scope of services to be provided by the state investment board to the 

agency, institution, or political subdivision must be specified in a written contract. The state investment board may charge a fee for providing 

investment services and any revenue collected must be deposited in the state retirement and investment fund. 

  

21-10-06.1. Board - Investment reports. 
 

The board shall annually prepare reports on the investment performance of each fund under its control. The reports must be uniform and must 

include: 
 

1. A list of the advisory services managing investments for the board. 

2. A list of investments at market value, compared to previous reporting period, of each fund managed by each advisory service. 

3. Earnings, percentage earned, and change in market value of each fund's investments. 

4. Comparison of the performance of each fund managed by each advisory service to other funds under the board's control and to generally 

accepted market indicators. 
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     21-10-06.2. Investment costs. 
 

     The amounts necessary to pay for investment costs, such as investment counseling fees, trustee fees, custodial fees, performance 

measurement fees, expenses associated with money manager searches, expenses associated with onsite audits and reviews of investment 

managers, and asset allocation expenses, incurred by the state investment board are hereby appropriated and must be paid directly out of the 

funds listed in section 21-10-06 by the fund incurring the expense. 

  

     21-10-07. Legal investments. 
 

     The state investment board shall apply the prudent investor rule in investing for funds under its supervision. The "prudent investor rule" means 

that in making investments the fiduciaries shall exercise the judgment and care, under the circumstances then prevailing, that an institutional 

investor of ordinary prudence, discretion, and intelligence exercises in the management of large investments entrusted to it, not in regard to 

speculation but in regard to the permanent disposition of funds, considering probable safety of capital as well as probable income. The retirement 

funds belonging to the teachers' fund for retirement and the public employees retirement system must be invested exclusively for the benefit of 

their members and in accordance with the respective funds' investment goals and objectives. 

  

     21-10-08. Reserves - Percentage limitations. 
 

     In order to meet claims and liabilities, reserves must be established and maintained in each of the funds in accordance with the investment 

policy and asset allocation established for each fund. 

  

     21-10-09. Personal profit prohibited - Penalty. 
 

     No member, officer, agent, or employee of the state investment board may profit in any manner from transactions on behalf of the funds. Any 

person violating any of the provisions of this section is guilty of a class A misdemeanor. 

  

     21-10-10. State investment board fund - Cost of operation of board. 
 

     Repealed by S.L. 1989, ch. 667, § 13. 
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     21-10-11. Legacy and budget stabilization fund advisory board. 
 

     The legacy and budget stabilization fund advisory board is created to develop recommendations for the investment of funds in the legacy fund 

and the budget stabilization fund to present to the state investment board. The goal of investment for the legacy fund is principal preservation 

while maximizing total return. The board consists of two members of the senate appointed by the senate majority leader, two members of the 

house of representatives appointed by the house majority leader, the director of the office of management and budget or designee, the president 

of the Bank of North Dakota or designee, and the tax commissioner or designee. The board shall select a chairman and must meet at the call of 

the chairman. The board shall report at least semiannually to the budget section. Legislative members are entitled to receive compensation and 

expense reimbursement as provided under section 54-03-20 and reimbursement for mileage as provided by law for state officers. The legislative 

council shall pay the compensation and expense reimbursement for the legislative members. The legislative council shall provide staff services to 

the legacy and budget stabilization fund advisory board. The staff and consultants of the state retirement and investment office shall advise the 

board in developing asset allocation and investment policies. 

  

     21-10-12. Legacy fund - Earnings defined. 
 

     For the purposes of section 26 of article X of the Constitution of North Dakota, the term "earnings" means net income in accordance with 

generally accepted accounting principles, excluding any unrealized gains or losses. 
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  Distribution of investment return assumptions     
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  Source:  Compiled by NASRA based on Public Fund Survey, May 2015 

•  The National Association of 

State Retirement Administrators 

conducted a Public Fund Survey 

in May of 2015 which revealed 

use of the following investment 

return assumptions. 

 

•  The vast majority of funds 

reported an investment return 

assumption between 7% and 

8% with 90% of the respondents 

being in the > 7.0% to 8.0% 

range. 
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Change in distribution of public pension return assumptions, FY 01 to May 2015 

Note:  Investment return assumptions for public pension plans have been 

declining during the past decade with the average investment return 

being 7.75% as of May 31, 2015.  Source:  Public Fund Survey 



Contact Information 

 Phone:   

701-328-9889 or 

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

 Mailing Address 

ND Retirement and Investment Office 

1930 Burnt Boat Drive, P.O. Box 7100 

Bismarck, ND 58507-7100 

 E-mail Address:  

rio@nd.gov or djhunter@nd.gov 

 Website Address: 

www.nd.gov/rio 
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Additional EBPC Information Requests – Nov 3, 2015 

 Senator Kilzer requested additional information relating to where the Tobacco 
Prevention and Control Trust funds (“TPC”) were invested prior to October 1, 2015.  
David Hunter, RIO ED/CIO, noted that the TPC Trust Fund became a new SIB client on 
October 1, 2015, and subsequently confirmed that the TPC funds were invested by the 
Office of the State Treasurer at the Bank of North Dakota prior to September 30, 2015.  

 Representative Boehning requested asset allocation and performance attribution data 
for the Budget Stabilization Fund as of June 30, 2015. 
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 Representative Boehning requested asset allocation and performance attribution data 
for Workforce Safety & Insurance as of June 30, 2015. 
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Additional EBPC Information Requests – Nov 3, 2015 



 Representative Boehning requested asset allocation and performance attribution data 
for the Legacy Fund as of June 30, 2015. 

47                 Note:  The Legacy Funds approved asset allocation strategy was implemented between August 1, 2013 and January 31, 2015.  

Additional EBPC Information Requests – Nov 3, 2015 



 

Representative Onstad requested comparative information on investment returns and 
fees of SIB clients and the ND Board of University and School Lands (or “Land Board”). 
 
 
 

 
 

 
 
 
1. Investment returns and fees are heavily influenced by client asset allocation decisions (and liquidity needs) 

which drive overall risk and return expectations within a given investment portfolio.   

2. TFFR and PERS returns exceeded 3.5% in fiscal 2015 while exceeding 10% over the last 3-to-5 years. 

3. The Legacy Fund earned over 3.3% during the last year and over 3.6% during the last 3-years. 

4. The Budget Stabilization Fund earned over 1.8% during the last year and over 2.2% during the last 3-years. 

5. The Land Board earned 0.50% during the last year but over 8% during the last 3-to-5 years.   

6. Over the long-term, TFFR & PERS generated the highest returns at 8+% during the last 30-years while WSI and  
Land Board returns approximated 7% over the last “20-Years”.  The higher returns earned by TFFR and PERS 
were largely a result of higher risk and return expectations based on client approved asset allocation policy. 

7. SIB fees approximated 0.47% in fiscal 2015 (see pages 34-35) but varied based on the client’s asset allocation. 

8. The SIB and Land Board utilize active management to varying levels (SIB 90+% and Land Board 70%). 
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Investment returns are shown Investment Market Value

 net of management fees. Fees (FY 15) June 30, 2015 1-Year 3-Years 5-Years 10-Years 20-Years 30-Years

ND State Investment Board 0.47%

 - TFFR                                                  Fees   0.63%0.63% $2.4 billion 3.52% 11.06% 10.94% 5.87% 7.23% 8.37%

 - PERS                                                  Fees   0.62%0.62% $2.1 billion 3.53% 10.98% 10.61% 5.98% 7.65% 8.68%

 - Legacy Fund                                   Fees   0.33%0.33% $3.3 billion 3.31% 3.69% - - - -

 - Workforce Safety Insurance   Fees  0.40%0.40% $1.8 billion 3.26% 7.71% 8.48% 5.65% 7.08% -

 - Budget Stabilization Fund 0.15% $0.6 billion 1.86% 2.29% - - - -

Land Board                                         Fees  0.35%0.35% $3.6 billion 0.50% 8.16% 8.87% 5.78% 6.99% -

 ----- Net Investment Returns for the periods ended June 30, 2015 -----

Additional EBPC Information Requests – Nov 3, 2015 



49 SIB Client Survey Results for 2014 and 2015 were favorable as evidenced by a 3.7 rating on a 4.0 scale in which 4 was “Excellent” and 3 was “Above Average”. 

Asset allocation (and active management) decisions are major drivers of returns and fees.  As 

example, the Budget Stabilization Fund is 100% invested in short-term bonds since liquidity and 

capital preservation are paramount for this “rainy day” fund.  As a result, this “low risk” fund earns 

about 2% a year at a cost of 0.15%.  In contrast, the long-term investment horizon of the TFFR and 

PERS funds allow them to deploy a more diversified portfolio seeking higher returns. As such, 

TFFR & PERS have earned over 8% in the last 30 years albeit at a higher cost (0.63% in fiscal 2015). 

 Asset Allocations: Risk Fees Equity Abs. Return Bonds/Cash Real Estate Inflation Total

 ND State Investment Board  (5-yr. Std.Dev.) 0.47%

 - TFFR 7.9% 0.63% 57% - 25% 10% 8% 100%

 - PERS 7.9% 0.62% 57% - 25% 10% 8% 100%

 - Legacy Fund 0.33% 50% - 35% 5% 10% 100%

 - Worforce Safety & Insurance ("WSI") 0.40% 25% - 54% 6% 15% 100%

 - Budget Stabilization Fund ("BSF") 0.15% - - 100% - - 100%

 Land Board - Actual 6.8% 0.35% 38.5% 22% 28% 0% 11.5% 100%

Investment returns are shown Investment Market Value

 net of management fees. Fees (FY 15) June 30, 2015 1-Year 3-Years 5-Years 10-Years 20-Years 30-Years

ND State Investment Board 0.47%

 - TFFR                                                  Fees   0.63%0.63% $2.4 billion 3.52% 11.06% 10.94% 5.87% 7.23% 8.37%

 - PERS                                                  Fees   0.62%0.62% $2.1 billion 3.53% 10.98% 10.61% 5.98% 7.65% 8.68%

 - Legacy Fund                                   Fees   0.33%0.33% $3.3 billion 3.31% 3.69% - - - -

 - Workforce Safety Insurance   Fees  0.40%0.40% $1.8 billion 3.26% 7.71% 8.48% 5.65% 7.08% -

 - Budget Stabilization Fund 0.15% $0.6 billion 1.86% 2.29% - - - -

Land Board                                         Fees  0.35%0.35% $3.6 billion 0.50% 8.16% 8.87% 5.78% 6.99% -

 ----- Net Investment Returns for the periods ended June 30, 2015 -----

Additional EBPC Information Requests – Nov 3, 2015 



 Representative Onstad requested that RIO provide the “bid-ask spread Callan gets for 
investment managers that it brings to the SIB”. 

 Investopedia defines ‘bid ask spread’ as the amount by which the ask price exceeds the 
bid.  This is the difference in price between the highest price that a buyer is willing to pay 
for a security and the lowest price for which a seller is willing to sell it.  For example, if 
the bid price is $20 and the ask price is $21 then the “bid-ask spread” is $1. 

 RIO negotiates all contracts with our investment managers and consultants on behalf of 
the SIB.  Expert legal counsel is also provided by the Office of the Attorney General.  
Callan is compensated on a “fee for service” basis such that Callan does not receive any 
compensation from the SIB unless it is specifically contracted client work for a mutually 
agreed upon fee.  During the past two years, Callan has consistently provided reasonable 
pricing estimates for all contracted service requests.  The difference between the initial 
estimate and final price has generally been less than $10,000 in recent years noting that 
Callan’s contract is approximately $380,000/year for 23 clients with $10+ billion of assets.   

 A fine example of the great service provided by Callan relates to a recent timber 
investment project in which Callan played a critical role in eliminating $3 million of 
incentive fees.  The quoted cost for this project was $75,000.  As such, the projected 
$75,000 cost resulted in $3 million of SIB client cost savings which is outstanding. 
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Three Questions about ‘Risk Parity’ Strategies 
 

A recent survey by Chief Investment Officer  

magazine indicated that 93 of the 266 responding 

CIOs currently employ some form of a ‘risk     

parity’ strategy. Out of these 93 users, 39 con-

fessed that they were “quite” or “extremely” con-

cerned about the recent poor performance of the 

strategy.  
 

These survey findings raise two questions: 1. 

What are ‘risk parity’ strategies, and 2. What 

should we make of the apparent growing concern 

about their use? This Letter addresses these    

questions, as well as a more fundamental third 

one: is there a useful role for these strategies in 

the management of pension and other long-

horizon asset pools? 
 

What are ‘Risk Parity’ Strategies? 
 

Bridgewater’s Ray Dalio is generally credited as 

the originator of the ‘risk parity’ idea, with the 

firm’s “All Weather Fund” the first commercial 

offering of the approach launched in 1996. As the 

recent survey by CIO magazine suggests, the 

number of providers and the number of flavors of 

the strategy has grown considerably since then. 

Despite this growth in numbers and diversity, 

‘risk parity’ strategies are built on three principles: 
 

1. The reward for risk-taking should be the same 

across asset classes over the long-term. 

2. Different asset classes exhibit different return 

volatility characteristics. 

3. The reward/risk characteristics of a portfolio 

can be improved through diversification if 

asset returns are not perfectly correlated. 
 

So far so good. Nothing seems very controversial 

here until you put the principles into practice. For 

example, shockingly, the traditional 60-40 stock-

bond asset mix policy no longer makes sense. And 

why is that? 
 

Because, for example, over the course of the last 

40 or so years, equity volatility made up 90% of 

the total volatility of a 60-40 investment policy, 

and bond volatility only 10%. At what weightings 

would equities and bonds have made equal contri-

butions to total fund volatility? At a 28-72 stock-

bond asset mix. However, investors would have 

earned a lower return with this lower volatility 

asset mix. What if the 28-72 stock-bond mix had 

been levered up through borrowing to risk parity 

(i.e., to equal return volatility) with the 60-40 

stock-bond mix? This levered strategy would have 

produced a return materially higher than that of 

the unlevered 60-40 strategy.i And why is that? 

Because risk-parity strategies make the most    

efficient use of risk (defined as volatility) in gen-

erating investment return under the three         

principles set out above.     
  
Why are ‘Risk Parity’ Strategies Now Being 

Questioned? 
 

So why are some ‘risk parity’ users beginning to 

worry about this approach to investing? There 

seem to be two reasons for these concerns: 

 

THE ‘RISK PARITY’ PHENOMENON:  

 

AN INTERPRETATION 

“Risk parity is in the news like never before…….did it bring down financial markets in August?”  
 

Chief Investment Officer magazine 

21 October, 2015 

November 2015 



1. Disappointing Short-term Past Underperfor-

mance: ‘risk parity’ strategies have been     

underperforming plain-vanilla stock-bond 

strategies this year, and even for the last few 

years. Not surprisingly, this has upset the   

people who thought they had bought a fool-

proof ‘high return-low risk’ strategy. In our 

view, this situation reflects more on the naive-

ty of the buyers than on the failure of ‘risk  

parity’ strategies themselves. Even the smart-

est strategies in the world will suffer from  

underperformance once in a while, even for 

multi-year periods. 

2. The Prospect of Longer-term Future Disap-

pointments: this is a more serious problem. 

What if the historically-measured ‘success’ of 

‘risk parity’ strategies is not very relevant to 

the future success of truly long-horizon invest-

ment programs? Or to the success of meeting 

predefined payment obligations on predefined 

dates? If this is the case, it would raise serious 

questions about whether ‘risk parity’ strategies 

have any role to play in either the management 

of long-horizon investment pools, or in the 

management of meeting predefined payment 

obligations on predefined dates.  
 

This rest of this Letter assesses the validity of 

Concern #2. 
 

Investment Beliefs 
 

People looking after other people’s money have a 

fiduciary duty to have a set of well-founded invest-

ment beliefs. So what are the beliefs that justify 

the use of ‘risk parity’ strategies? We noted three 

above: 1. Future rewards for risk-taking will be 

positive and equal across financial markets, 2. His-

torical return volatility metrics are valid proxies 

for future risk exposures, and 3. Effective diversi-

fication implies equivalent marginal volatility con-

tributions from all portfolio risk exposures.  
 

Here we add implicit fourth belief: 4. The chosen 

overall fund reward/risk exposure captures the risk 

tolerance of the people whose money is being 

managed. How defensible are the four beliefs un-

derpinning ‘risk parity’ strategies? 
 

Differing Risk Tolerances 
 

Readers of this publication know we believe Belief 

#4 is problematic in a pension investment context. 

Young workers and old retirees do not have the 

same risk tolerance. Or more precisely, they face 

very different risks: young workers face long-

horizon return compounding risk….and old      

retirees face short-horizon payment safety-for-life 

risk. Applying the Tinbergen principle that the 

number of goals must be matched by the number 

of instruments, an effective pension design has 

separate long-horizon return compounding and 

payment safety-for-life investment pools rather 

than one ‘risk parity’ pool. To maximize their life-

time financial well-being, participants shift their 

exposure from the former to the latter pool on an 

age-related basis.  
 

In contrast, sovereign wealth funds and endow-

ment funds are mainly in the long-horizon return 

compounding business and, if structured properly, 

should have only limited need for a short-term 

payment safety instrument. Stated differently, the 

risk in these funds is not short-term capital value 

volatility, but long-term return compounding    

uncertainty. Thus the focus here should be on buy-

ing, nurturing, and growing sustainable cash-

flows. The risk is that these cash-flows underper-

form their growth and sustainability expectations. 
    
A Numerical Example 
 

The point about differing risk definitions and toler-

ances is important enough to offer a numerical  

example. Consider two investment instruments:  

‘Risky’ (R) and ‘Risk-Free’ (RF). Both are selling 

for $100. R pays an annual dividend of $4. RF 

pays an annual coupon of $2. Assuming a 2%   

inflation/1% real growth scenario, that divided and 

bond yields stay constant, and that income is     

reinvested, what are these investments worth 5 and 

20 years from now, and how much income are 

they generating? The answer is that in 5 years, R is 

worth $137 paying out $5.48; RF is worth $110 

paying out $2.20. In 20 years, R is worth $397 

paying out $15.88; RF is worth $149 paying out 

$2.98. 
 

Next question: what would it take for R to under-

perform RF in the 5-year period? Plausibly, inves-

tors may deem equities to be riskier investments at 

the end of the 5-year period, and demand a higher 

equity risk premium (ERP). For example, a 2% 

ERP increase would lower the R value in 5 years 

well below the RF value (i.e., the R value would 

drop from $137 to $91 versus the RF value of 

$110). Conversely, lower actual dividend growth 

experience than expected has much less impact in 
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a 5-year timeframe. Most of the R risk in a 5-year 

timeframe is valuation (i.e., price volatility) risk.  
      
Next question: what would it take for R to under-

perform RF in a 20-year timeframe? Now a 2% 

ERP increase would lower the R value from $397 

to $265, which is still well above the 20-year RF 

value of $149. This is the point of the thought-

experiment: the longer the time horizon, the more 

R risk becomes lack-of-compounding risk rather 

valuation risk. Stated differently, long-term equity 

risk is mainly about cash-flow discontinuity risk, 

and less about cash-flow valuation risk.   
 

Risk Premium Expectations 
 

We find ‘risk parity’ Belief #1 problematic too. 

Simply assuming that future risk premiums will be 

positive and equal across financial markets strikes 

us as a too-easy cop-out. This was the thesis of the 

March 2014 Letter titled “The Fama-Shiller Nobel 

Prize Paradox: Why You Should Understand It”. 

The Letter noted that Prof. Fama presents logic and 

evidence in favor of market efficiency, implying it 

is impossible to beat the market. Prof. Shiller    

presents logic and evidence in favor of market  

inefficiency, implying it is possible to beat the 

market. Can they both be right?  
 

Yes they can.ii It is a matter of definitions and   

assumptions about: 
 

1. How economic processes vary over time: they 

can be stationary, non-stationary, or they can 

be somewhere in between the two. 

2. How investment beliefs are structured: they 

can be based on rational expectations and valu-

ation model certainty, or on rational beliefs in 

economic environments with “sloppy mean 

reversion” dynamics and model uncertainty. 

3. How ‘rationality’ plays out in different invest-

ment beliefs structures: the combination of 

rationality in stationary environments and 

model certainty about how new information 

should be interpreted leads to the Fama theory 

of market efficiency. Rationality in “sloppy” 

environments with model uncertainty about 

how new information should be interpreted 

leads to potentially correlated mistakes, which 

leads to herding and exaggerated, self-

generating market volatility. Here, market risks 

are driven to some degree by new economic 

information (which may, or may not be       

predictable), but even more by uncertainty 

about how new economic information should 

be interpreted (which may be correctly or   

incorrectly). This is the world of Shiller market 

inefficiency. 
 

This framing of the issues gets us to the heart of 

the return predictability matter. It depends on 

which set of assumptions most closely reflects  

reality. It also depends on time horizon. For short 

horizons (i.e., days, weeks, months) we lean      

towards the Fama view of market efficiency.iii 

However, for longer horizons (i.e., years, decades) 

we lean towards the more actionable Shiller view 

of market inefficiency, and surely, it is this longer 

perspective that should matter most in a pensions 

and other long-horizon investment contexts. 
 

Framing “Sloppy Mean Reversion” Dynamics 
 

How to steadfastly keep this longer perspective in 

mind in managing pension and other long horizon 

investment funds? Readers will recognize Table 1 

on the next page from our March 2015 Letter 

“Rethinking Investment Beliefs in the 21st Centu-

ry”. It has played a central role in our own prog-

nostications about  capital markets prospects for 

decades for three  reasons: 
 

1. It reminds us that financial markets have mind-

sets that swing from extended periods of grow-

ing optimism to extended periods of growing 

pessimism in an admittedly sloppy fashion 

(e.g., it is hard to assess the when/how transi-

tion from one era to the next).  

2. It also reminds us that these mindset swings 

impact pricing in the capital markets in reason-

ably predictable ways. Growing optimism 

leads to rising prices for risk assets, generous 

risk premium realizations, and hence falling 

prospective risk premiums. Conversely, grow-

ing pessimism leads to falling prices for risk 

assets, negative risk premium realizations, and 

hence rising prospective risk premiums. 

3. The table facilitates focused conversations 

about past investment eras, about the current 

one we are living through, and about those 

sloppy periods during which one era may be 

transitioning into another. 
 

The March 2015 Letter argued that plausibly, the 

Double Bubble Blues era ended a few years ago, 

and that we have been transitioning into a new era 

tentatively named Mature Capitalism.  
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History, logic and financial markets pricing all 

point to an extended period of more subdued real 

returns across the equity/long bond risk spectrum 

in this new Mature Capitalism world (e.g., 5%/1% 

rather than 6%/2%), but with a 4% equity risk   

premium still a realistic expectation.   
 

What about Beliefs 2 and 3? 
 

Table 1 showed that ‘risk parity’ Belief 1 is prob-

lematical because reversions towards ‘normal’ 

pricing in capital markets can take 10-20 years to 

play out. Belief 2 stated that return volatility is a 

good risk proxy. This too can be problematical. 

For example, the low price volatility of equities in 

the period before the 2008/9 GFC period did not 

signal the profound risks embedded in the financial 

system at that time.iv Further, in long-horizon    

investment contexts, it is the growth and sustaina-

bility of the underlying current and future cash-

flows (e.g., earnings, dividends, rents) that matter 

more. The major risk here is that these cash-flows 

diminish over time, rather than grow.   
 

This framing also impacts Belief 3. For short    

horizons, effective diversification implies equal 

marginal contributions from all portfolio sources 

of largely endogenous capital value volatility.  

 

 

 

 

 

 

 

 

 

 

 

 

For long horizons, the diversification focus shifts 

to equal marginal contributions from all portfolio 

sources of long-term cash-flow risks from external 

sources. (e.g., economic, political) 
 

So What is the ‘Risk Parity’ Phenomenon? 
 

It seems to us that ‘Risk Parity’ strategies are ele-

gant financial engineering solutions for investors 

that have the four investment beliefs set out in this  

Letter. The question is, dear reader, are they your 

investment beliefs?v 

  
Endnotes 

i. In his 2010 study “The Hidden Risks of Risk Parity Port-

folios” GMO’s Ben Inker reports a 9.4% return for the 

60-40 portfolio with a volatility of 9.3% (since 1973). 

The 28-72 portfolio had an 8.8% return with a volatility 

of 5.7%. The levered risk parity portfolio (i.e., with a 

volatility of 9.3%) had a return of 10.6%. 

ii. The 2014 Letter credited Woody Brock for laying out 

these arguments in detail in his SED Profile, March 

2014. 

iii. Though even short-term movements may to some degree 

be predictable, for example, in commodity trading. 

iv. This is the basis of Hyman Minsky’s Financial Instability 

Hypothesis: stability creates its own instability. 

v. A reviewer of a draft of this Letter wrote that ‘risk parity’ 

strategies are for people who believe them to be 

“automatic, fool-proof algorithms based on historical-

statistical models”.  
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 Investment 

Era 

 Investor 

Mindset 

Approximate 

Time Span 

Dividend Yield 

Change 

Realized 

ERP* 

The WW I Decade Pessimistic 10 years 5% → 7% - 5% 

Roaring Twenties Optimistic 10 years 7% → 4% + 12% 

Dirty Thirties/ Fateful Forties Pessimistic 20 years 4% → 7%      0% 

Pax Americana I Optimistic 20 years 7% → 3%   + 8% 

Scary Seventies Pessimistic 10 years 3% → 6% - 3% 

Pax Americana II Optimistic 20 years 6% → 1%   + 9% 

Double-Bubble Blues Pessimistic 10 years 1% → 2% - 6% 

Mature Capitalism?              Optimistic?      20 years? 2% → ?% ?% 

 * Stock returns come from Triumph of the Optimists by Dimson, Marsh, Staunton. Bond returns are based on a hypothetical CPI-linked 

bond with a real yield of 2.5%.  If the actual LT TIPS return had been used for the Double-Bubble Blues era, the  realized ERP would have 

been -10%. 

Table 1: Entering the Eighth Capital Markets Era Since WW1 
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The Failure of Risk-Sharing across Genera-

tions 

 

The quote above comes from an IPE article on a 

new study from the Dutch pensions think-tank 

Netspar, conducted by academics Bonenkamp, 

Broer, and Westerhout. Their paper is currently 

only available in Dutch, but will hopefully be 

soon translated into English.i Here are the essen-

tial messages in the paper: 

 

 The historical literature suggests the value-

added of intergenerational risk-sharing in  

pension arrangements in the 5%-20% range 

by providing insurance against financial   

markets ‘draw-down’ or ‘sequencing’ risk, 

compared to arrangements without this feature 

(e.g., plain-vanilla DC plans). 

 However, these prior studies made a series of 

unrealistic assumptions about the dynamics of 

financial markets, about the mechanics of  

intergenerational risk-sharing arrangements, 

and about the DC plan alternatives. 

 When more realistic assumptions about      

financial market dynamics, about risk-sharing   

protocols, and about using smart DC (rather 

than plain-vanilla) plan alternatives are made, 

the theoretical value-added potential of inter-

generational risk-sharing effectively disap-

pears. 

 

Readers of this publication know that we have 

long been skeptical about the value-adding       

prospects of intergenerational risk-sharing in 

workplace pension plans. The reasons have had 

the same basis as that of the Netspar researchers: 

while there may be theoretical conditions under 

which intergenerational risk-sharing is value-

adding, those conditions are impossible to achieve 

in the real world of workplace pension plans.    

      

However, rather than employing the mathematical 

approach of the Netspar researchers to assess the 

value-adding prospects of intergenerational risk-

sharing, our own skepticism has been based on the 

logic of game theory. Simply put, in pension    

bargaining situations where one group of bargain-

ing participants is not at the table (i.e., future   

generations of workers and taxpayers), any      

bargain struck is likely to short-change those   

absent groups. 

 

The first decade of the 20th Century offered a 

good testing ground for the ‘no value-added’   

hypothesis of intergenerational risk-sharing. At its 

start (i.e., in 2000), DB plans sported healthy   

balance sheet surpluses after two decades of     

extraordinary equity market returns. By the end of 

the decade (i.e., in 2010), those balance sheets 

surpluses had become deficits. How did this    

happen? Because those responsible for the finan-

cial management of DB plans convinced them-

selves in 2000 that we had entered a new world of 

permanently high returns, and that we could spend 

the accumulated surpluses on increased pension 

benefits and lower contribution rates. And so it 

was done.  

 

IMPROVING PENSION PLAN DESIGN: 

 

RETHINKING RISK-SHARING  

“The added value of risk-sharing among generations in pension funds has been systematically 

overestimated……”.                                                                                                       
Investment & Pensions Europe 

                                                                                                                      October 2, 2015 

October 2015  



As a result, when the successive blows of the 

Dot.Com Bust (DCB) and the Global Financial 

Crisis (GFC) struck, the ‘rainy day’ surpluses that 

could have protected future generations of workers 

and taxpayers from lower benefits and higher con-

tribution rates were no longer there. Not surpris-

ingly, the now-required decisions to lower benefits 

and/or raise contribution rates are largely being 

left for future generations to sort out. 

 

The Merits of Risk-Sharing within Generations 

 

While risk-sharing across generations is fraught 

with theoretical and practical difficulties, this is 

much less the case with risk-sharing within gener-

ations. As we have pointed out in previous Letters, 

the obvious example is longevity risk. Imagine a 

large group of 65-year-olds with an average life-

expectancy of 20 years. However, around that 

‘target’ life-expectancy to age 85, some of these 

65-year-olds will die after only a few years while 

others will live well into their 90s. This reality is 

the basis for a logical insurance arrangement,   

assuming the distributions of key mortality rate 

factors (e.g., age, gender, health) for the group are 

known. 

 

Consider the following simplified example       

involving three 65-year-olds. Their average life-

expectancy is 20 years, but one is going to die at 

age 75, one at age 85, and one at age 95. The  

problem is that at age 65, they don’t know which 

of the three is going to live 10 years, 20 years, and 

30 years. How should they have planned for     

financing their retirement? Without risk-sharing 

and  being rational, each should assume s/he is 

going to be the person living 30 years, and save 

accordingly. As a consequence, they collectively 

save too much (i.e., only one of the three needs to 

save for 30 years of living, the other two for only 

20 and 10 years respectively).  

 

How to solve their over-saving problem? By pool-

ing their longevity risk. Now they draw up a    

contract that all three will contribute enough   

money in a collective pot to support 20 years of 

living, and that whoever dies at age 75 has no   

recourse to the money remaining in the pot. It is 

this ‘extra’ money that will support the longest 

survivor in the group from age 86 to age 95.  

Putting some numbers to this simplified example, 

assume the three will receive $20K/yr. from a  

universal government Pillar 1 pension arrange-

ment, and that they need an additional $20K/yr. to 

maintain their standard of living. In a zero        

inflation/zero return environment and without  

longevity risk-pooling, each would have to save 

$600K on their own over the course of their  

working lives (i.e., 30x$20K). With longevity risk

-pooling, the savings target reduces to $400K (i.e., 

20x$20K), a 1/3rd reduction. This is surely an  

attractive proposition for retirement savers!ii        

 

Implications for Pillar 2 Plan Design 

 

Let us return for a moment to the earlier intergen-

erational risk-sharing topic, and its goal of        

mitigating the impact of price volatility in         

financial markets. Draw-down (or ‘sequencing’) 

risk in financial markets is a very real phenome-

non. Nobody wants to be selling while financial 

market prices are falling precipitously. If intergen-

erational risk-sharing in Pillar 2 pension plans is 

not the right strategy to mitigate the reality that 

market prices do occasionally fall precipitously 

(e.g., witness the DCB and the GFC of the        

previous decade), are there alternatives? Three 

mutually-supporting strategies come to mind.  

 

All three are based on the implication of Pillar 2 

pension plans having two goals: 1. Supplemental 

(to Pillar 1) pensions at affordable contribution 

rates by compounding high rates of return over 

long periods of time, and 2. Lifetime post-work 

income with reasonable predictability. Invoking 

the Tinbergen Principle, the implication is that 

achieving these two goals efficiently will require 

two instruments: one that focuses on long-term 

return generation, and another that focuses on life-

time post-work income generation. Invoking the 

Samuelson-Merton Life-cycle Model of personal 

finance, people accumulate retirement savings at 

the highest possible return while they work, and 

decumulate them with the highest possible degree 

of safety in the post-work period of their lives. 

 

In this context, three strategies to mitigate       

draw-down (or ‘sequencing’) risk are: 

 

1. Control the price volatility of the LT Return-

Generation Portfolio: other things being equal, 

low volatility stocks should be favored over 

high-volatility stocks, and higher-yielding real 

estate and infrastructure investments should be 
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favored over lower-yielding ones; factor-based 

diversification strategies should be used in 

addition to geographic- and asset class-based 

ones.iii 

2. Design a gradual exposure transition from the 

LT Return-Generation Portfolio to the Life-

time Income Portfolio: for example, the       

default design of the transition mechanism for 

plan participants could gradually shift expo-

sure from the LT Return-Generation Portfolio 

to the Lifetime Income Portfolio over a 20-

year period (e.g. between ages 50-70). By  

design, this strategy naturally mitigates against 

concentrated draw-down risk.    

3. Dynamic asset allocation: adjusting the default 

design of the transition mechanism from the 

LT Return-Generation Portfolio to the Life-

time Income Portfolio based on financial   

markets pricing judgements. For example, 

simple arithmetic showed that the late-1990s 

was a good period to accelerate the transition 

process from equities to bonds. Similarly, the 

last few years has been a good period to slow 

the transition process from equities to bonds. 

Stating the obvious, managing these kinds of 

adjustment processes require steady nerves, 

great communication skills, and a high level of 

member trust. 

 

Is the global pension ‘industry’ ready for this kind 

of rethinking of pension design and management? 

That is the question addressed next. 

 

Innovation Evidence from around the World 

 

Australia’s Pillar 2 superannuation system offers 

an important case study on the ‘rethinking pension 

design and management’ question. Since its      

inception in the early 1990s, it has essentially been 

a DC system, with members receiving the accumu-

lated lump sum of ‘super’ savings upon retirement. 

This practice is now under review, with the lon-

gevity risk question foremost in mind. We noted in 

our June 2014 Letter that the QSuper organization 

has been one of the thought-leaders in this review. 

 

Historically, like other Australian super funds, 

QSuper managed its DC plan assets with a   

standard equity-bond asset mix, into which 90% of 

plan participants defaulted. Some years ago,   

QSuper came to the view that this approach fell 

short of a 21st Century interpretation of its       

fiduciary obligation to members. A multi-year 

transition plan was developed with the following 

five key elements: 

 

1. Move away from the traditional ‘one size fits 

all’ delivery model to one which recognizes 

differences in individual member needs based 

on such factors as age and account balance 

size. These factors can be combined into 

changing risk appetites and exposures over 

time.  

2. Move towards providing members with     

pension targets and regular progress reports on 

where they stand in the accumulation phase of 

their journey towards a pre-set post-work   

pension target. Offer members tools and ad-

vice that guides them towards achieving their 

target. 

3. Upgrade the choices in the decumulation 

phase of the lifecycle journey by including a 

longevity protection purchase option. 

4. Dynamically adjust the pension design default 

settings based on the organization’s best     

professional assessment of asset pricing condi-

tions and other relevant socio-economic     

considerations over time. 

5. Reset the asset management program to focus 

on long-horizon wealth-creation in both public 

and private markets. Signal this intent by 

dropping out of participation in short-horizon 

performance ‘league tables’ competition set up 

in super fund space. 

 

Taken together, these five QSuper initiatives are 

very much in line with the logic set out in this  

Letter.  

 

The UK’s National Employment Savings Trust 

(NEST) offers yet another important case study on 

the ‘rethinking pension design and management’ 

question. The goal of the organization is to       

provide UK workers without a Pillar 2 pension 

plan an opportunity to join one. The lever is to 

require employers not offering their own Pillar 2 

pension plan to enrol their employees in NEST. 

Employees can choose to opt out if they wish.  

After some three years of experience, some 92% 

of enrollees have chosen to stay in the plan. 

 

Meanwhile, NEST’s plan design continues to 

evolve. Priority #1 was to create a LT Return  

Generation Portfolio for the accumulation phase 

Page 3   ·   The Ambachtsheer Letter Copyright 2015 KPA Advisory Services Ltd. 



along the lines set out in this Letter. Design atten-

tion has now shifted to the decumulation phase. 

What features did participants want built into the 

design of the decumulation phase of the program? 

Interactive communications with newly-enrolled 

participants produced the following wish-list:   

longevity risk protection, inflation protection, and 

a lump sum component for personal use while 

alive and leaving bequests after death. The NEST 

organization is now busy converting this wish-list 

into a Lifetime Income Portfolio design.       

    

Governments in Canada and the USA have begun 

to see the lack of Pillar 2 plan coverage in their 

private sector workforces as a public policy issue 

as well. So, for example, the Province of Ontario 

has launched the Ontario Retirement Pension Plan 

(ORPP) initiative. A number of state governments 

in the USA have launched their own versions. 

These initiatives can learn much from the NEST 

experience. 

 

The Special Case of the Netherlands 

 

The national Pillar 2 pension design challenge in 

the Netherlands is not the Australian case of    

adding a design feature (i.e., longevity risk pool-

ing), but of dropping one (i.e., intergenerational 

investment risk pooling). Psychologically, it is far 

easier to add a design feature than to drop one, 

especially one that appeared to symbolize the 

proud Dutch cultural trait of ‘solidarity’.  

 

However, the case against enforced intergenera-

tional risk-sharing in the oxymoronic Dutch     

Collective Defined Contribution (CDC) plans  

continues to build. It started in earnest when the 

2008/9 GFC punched serious holes in the balance 

sheets of many CDC plans. What to do in a      

situation where is there is not enough money to 

meet the accrued pension promises, and where 

contribution rates are pre-defined? The hard     

answer was never clearly communicated to plan 

participants: benefits have to be cut and balance 

sheet risk has to be reduced, which in turn reduces 

future return prospects. These difficult decisions 

continue to reverberate through the Dutch national 

psyche.  

 

At the same time as these events were unfolding, 

the Dutch academic and professional communities 

have been reaching consensus that while intergen-

erational risk-sharing might work in theory, it does 

not work in practice.iv The new research findings 

cited in this Letter by Bonenkamp. Broer, and 

Westerhout hammer yet another nail in the inter-

generational risk-sharing coffin. Thus the debate 

in the Netherlands has largely shifted to how to 

move from the dysfunctional CDC pension model 

to new designs with separate LT Return          

Generation and Lifetime Income components. 

 

Will the Dutch continue to be the lead innovators 

towards sustainable, 21st Century pension      

models?v Likely, next year will tell the tale. 

 

 

 
Endnotes      

i. For readers with a sense of humour, ask Google for an 

electronic English translation of the paper 

“Intergenerationele Risicodeling in Collective en Indi-

viduele Pensioencontracten”. The result is funny, but 

sadly, also mostly nonsensical. 

ii. To explain the essential basis of within-generation risk-

sharing, we used a simplified three-person model where 

all three had the same life-expectancy. Designing and 

managing a ‘real world’ version of such a model raises 

a number of additional important issues that would need 

to be addressed. For example, we know that, on average, 

women live longer than men and that high-income/high 

education earners live longer than low-income/low edu-

cation earners. Arguably, such factors should be taken 

into account in pricing the life annuities in the risk-

sharing pool if cross-subsidies are to be avoided.    

iii. See a new position paper titled “QSuper Investment 

Philosophy and Strategy” for an elaboration on these 

ideas. 

iv. Even the regulator DNB has joined in. See DNBulletin 

dated 15 Jan. 2015. 

v. See Ambachtsheer (2014), “Taking the Dutch Pension 

System to the Next Level: A View from the Outside” for 

more on this. 
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The Argument for Private Equity 

Well-implemented private investments can improve the funding levels of defined benefit plans, according to 

Cambridge Associates. 

Pension funds with even a limited amount of capital should be investing in private equity, argues a recent research 

note from Cambridge Associates. 

While private investments can entail higher fees, illiquidity, complexity, and a lack of transparency, the research 

showed that they also offer opportunities for increased returns, greater diversification benefits, and dampened 

volatility. 

The average private equity allocation among US corporate and public defined benefit pension funds is 5.5%, 

according to the report, leaving an opportunity for many pension funds to increase their private market 

allocations. 

According to Cambridge Associates, private equity strategies—including venture capital, growth equity, buyouts, 

and debt-related and real assets strategies—outperform public equities over the long term, even after fees, 

expenses, and carried interest are subtracted from returns. The Cambridge Associates Global Private 

Equity/Venture Capital Benchmark has generated long-term returns exceeding public equities by 300 bps or more. 

By the consulting firm's estimates, a pension fund that shifted 15% of its assets from public to private equities 

could boost its total return by 45 bps per year. 

However, because dispersion between manager returns is “substantial,” manager selection and portfolio 

construction are essential to capturing returns, the report said. 

Additionally, the research showed that the typical private investment fund takes six or seven years to produce 

meaningful results. Therefore, it is necessary for investors to maintain a long-term mindset. 

Other characteristics of private investments, such as complexity and lack of transparency, can require more 

monitoring and governance than investments in public equities. However, Cambridge Associates argued the 

return potential of private equity merited the additional resources and effort. 

Source: Cambridge Associates  
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