
 
 

 
 
 
 
 
 
 
         

        Friday, February 26, 2016, 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.       BOARD ACCEPTANCE OF MINUTES (January 22, 2016) 

 

III. INVESTMENTS 

 

A. Asset and Performance Overview - Mr. Hunter (enclosed) 15 min 

B. Adams Street Partners Presentation - Mr. Gonzalo  (enclosed) 20 min 

C. Private Equity Recommendation - Mr. Hunter (enclosed)  Board Acceptance 10 min  
D. Callan Associates - Mr. Erlendson (enclosed)  Board Acceptance 60 min 

1. Market Update 4
th

 Quarter 2015 
2. Pension Trust Review Quarter Ending 12-31-15  
3. Insurance Trust Review Quarter Ending 12-31-15 
4. Legacy Trust Review Quarter Ending 12-31-15  

 
============================ Break from 10:15 to 10:30 a.m. =============================== 
 

E. Investment Policy Statements  - Mr. Hunter (enclosed) Board Acceptance 15 min 

1. Teachers’ Fund for Retirement  (TFFR Board approved asset allocation recommendation 1-28-16) 
2. City of Grand Forks Employee Pension (no asset allocation changes) 
3. City of Grand Forks Park District Pension Plan (no asset allocation changes) 

 
F. Budget Stabilization Fund Update - Ms. Flanagan (Informational) 5 min 

 
IV. ADMINISTRATION (40 minutes)   

 
A. SIB Audit Committee  - Ms. Miller Bowley Board Acceptance 

1. February 25, 2016, Meeting Report  
2. Executive Limitations Audit (enclosed) 
3. Audit Committee Membership Update 

B. Appointment of Executive Review Committee  -  Lt. Governor Wrigley (enclosed)   
C. Staff Update - Mr. Hunter  (enclosed) 
D. Callan Annual Conference  - Mr. Trenbeath, Ms. Smith, Mr. Lech, Treasurer Schmidt (Informational) 

 
V. BOARD EDUCATION  (enclosed) (15 min) 

 

A. Investment Risk Tolerance 
 

VI. OTHER 

 
 Next Meetings: 
 SIB meeting  -  March 18, 2016, 8:30 a.m. -  Peace Garden Room, State Capitol 
 SIB Audit Committee meeting  -  May 26, 2016, 3:00 p.m. -  Peace Garden Room, State Capitol 

 

VII. ADJOURNMENT 

 

 

 

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

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

    MINUTES OF THE 

JANUARY 22, 2016, BOARD MEETING 

 

MEMBERS PRESENT: 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 

 

MEMBERS ABSENT: Drew Wrigley, Lt. Governor, Chair 

 

STAFF PRESENT:  Eric Chin, Investment Analyst 

  Connie Flanagan, Fiscal & Invt Op Mgr 

  Bonnie Heit, Assist to the SIB  

     David Hunter, ED/CIO 

     Terra Miller Bowley, Supvr Audit Services 

     Cody Schmidt, Compliance Officer 

     Darren Schulz, Dep CIO 

     Susan Walcker, Invt Acct 

 

GUESTS PRESENT:   James Connors, JP Morgan 

Levi Erdmann, Land Dept. 

     J. Michael Jaje, Atlanta Capital 

     Don San Jose, JP Morgan 

     Paul Kennedy, Aon Hewitt 

     Joshua Lieberman, JP Morgan 

     Jan Murtha, Attorney General’s Office 

     Charles Reed, Atlanta Capital 

     James Sakelaris, JP Morgan 

      

         

CALL TO ORDER:      

 

Mr. Sandal called the State Investment Board (SIB) meeting to order at 8:30 a.m. 

on Friday, January 22, 2016, at the State Capitol, Peace Garden Room, Bismarck, 

ND. 

 

 

AGENDA: 

 

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

VOICE VOTE TO ACCEPT THE AGENDA FOR THE JANUARY 22, 2016, MEETING AS DISTRIBUTED. 

 

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

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

NAYS: NONE 

MOTION CARRIED 

ABSENT: LT. GOVERNOR WRIGLEY 
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MINUTES: 

 

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

VOICE VOTE TO ACCEPT THE NOVEMBER 20, 2015, MINUTES AS DISTRIBUTED.  

 

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

COMMISSIONER HAMM, COMMISSIONER GAEBE, TREASURER SCHMIDT, AND MR. SANDAL 

NAYS: NONE 

MOTION CARRIED 

ABSENT: LT. GOVERNOR WRIGLEY 

 

 

INVESTMENTS: 

 

US Small Cap Equity Search  

 

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

ROLL CALL VOTE TO SEQUESTER THE FIRMS COMING BEFORE THE SIB FOR THE PENSION 

TRUST’S US SMALL CAP EQUITY MANDATE OPPORTUNITY PER NDCC 44.04.19.2 SUBDIVISION 

6.  

 

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

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

NAYS: NONE 

MOTION CARRIED 

ABSENT: LT. GOVERNOR WRIGLEY 

 

Mr. Hunter provided a brief background on the course of action that took place on 

the search for a firm to replace Callan Associates in the Pension Trust’s US 

Small Cap Equity mandate of approximately $110 million. RIO personnel, along with 

Aon Hewitt’s guidance, identified four semi-finalists after extensive discussions 

and due diligence were performed on each firm’s strategies. The finalists 

identified were Atlanta Capital, Champlain, JP Morgan, and Wellington. 

 

RIO personnel narrowed the field to two semi-finalists, Atlanta Capital and JP 

Morgan based on their demonstrated ability to generate impressive risk adjusted 

returns, competitive pricing, and a strong portfolio management team within a 

sound financial organization.  

 

The SIB heard presentations from Atlanta Capital and JP Morgan.  

 

The Board recessed at 10:16 a.m. and reconvened at 10:27 a.m. 

 

The Board and RIO personnel discussed the two finalists. Staff recommended that 

the SIB replace the Callan Small Cap Equity mandate with Atlanta Capital 

Management’s High Quality Small Cap product based on the following:  

 
RIO personnel believes that Atlanta will produce better risk-adjusted returns, 

and will continue to generate greater excess returns than the Callan Small Cap 

Fund over the long term. Atlanta’s investment strategy (which focuses on quality) 

can capture the majority of the upside of small cap performance while providing 

downside protection in tumultuous markets. Atlanta’s small but experienced three 

person team has been managing the strategy since 2002, and RIO personnel believes 

that this team can continue to, over the long term, deliver excess returns over 

the Russell 2000 Index. Across a number of key metrics, Atlanta has generally 

outperformed Callan’s Small Cap Equity vehicle over the seven year period ending 

1501 



1/22/2016 3 

September 30, 2015 (key metrics include annualized returns, risk adjusted 

returns, excess returns, down market capture, and standard deviation). RIO 

personnel also believes that the shift to Atlanta’s more concentrated strategy 

with a focus on quality investments is better positioned to meet the SIB’s long 

term risk/return objectives. 

  

IT WAS MOVED BY MR. GESSNER AND SECONDED BY COMMISSIONER HAMM AND CARRIED BY A 

ROLL CALL VOTE TO ACCEPT STAFF’S RECOMMENDATION AND REPLACE THE CALLAN SMALL CAP 

EQUITY MANDATE IN THE PENSION TRUST WITH ATLANTA CAPITAL MANAGEMENT’S HIGH 

QUALITY SMALL CAP PRODUCT.  

 

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

TERNES, MR. GESSNER, MR. TRENBEATH, MR. LECH, MS. SMITH, AND MR. SANDAL 

NAYS: NONE 

MOTION CARRIED 

ABSENT: LT. GOVERNOR WRIGLEY 

 

ADMINISTRATION: 

 

Meeting Schedule – Mr. Hunter presented the SIB’s meeting schedule for the period 

of July 1, 2016, through June 30, 2017, for the Board’s consideration and 

acceptance. 

 

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

TO ACCEPT THE JULY 1, 2016 – JUNE 30, 2017 MEETING SCHEDULE.  

 

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

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

NAYS: NONE 

MOTION CARRIED 

ABSENT: LT. GOVERNOR WRIGLEY 

 

Website Transparency – Mr. Hunter reiterated that the SIB meetings are open to 

the public and RIO and the SIB are committed to adhering to all applicable open 

records laws. Mr. Hunter stated the SIB Governance Manual, SIB meeting materials, 

SIB Audit Committee charter, and SIB Audit Committee meeting materials are now 

available and accessible to interested parties via the RIO website. RIO believes 

these actions support the desire to foster trust, understanding, and support 

within the community.   

 

ED/CIO Survey – Mr. Hunter reviewed the results of the Executive Director/CIO 

Effectiveness Survey. The survey is completed on an annual basis in conjunction 

with the Executive Limitations audit. The survey gives employees an opportunity 

to evaluate the effectiveness of the Executive Director/CIO in the areas of 

leadership, communication, and valuing employees. Survey results revealed that 

91% of survey respondents indicate they “Agree” or “Strongly Agree” with the 

overall effectiveness of the Executive Director/CIO.  

 

RIO’s Supervisor of Audit Services, Ms. Terra Miller-Bowley, is in the process of 

finalizing the Executive Limitations Audit for 2015 and will present the findings 

to the SIB Audit Committee and SIB at the next scheduled meetings. Ms. Miller-

Bowley is also coordinating the timeline of the SIB’s survey of the Executive 

Director/CIO which occurs on an annual basis in March.     

 

Office Lease – Mr. Hunter informed the board RIO personnel are looking into 

options for a new office space for RIO. RIO’s current lease expires on June 30, 

2017. One option under consideration is the Bank of North Dakota’s Financial 

Center. Preliminary discussions are currently taking place with the Bank of North  
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Dakota officials. A tentative completion date for the building is late summer or 

fall of 2017.  

  

MONITORING:  

 

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

C-4, the following monitoring reports for the quarter ending December 31, 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 time period was also included. 

 

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

VOTE TO ACCEPT THE MONITORING REPORTS FOR THE QUARTER ENDING DECEMBER 31, 2015. 

 

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

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

NAYS: NONE 

MOTION CARRIED 

ABSENT: LT. GOVERNOR WRIGLEY 

 

BOARD EDUCATION: 

 

The Board continued their review of “A Primer for Investment Trustees.” Mr. 

Hunter reviewed Section 3, Investment Objectives.     

 

OTHER: 

 

The next meeting of the SIB Audit Committee is scheduled for February 25, 2016, 

at 3:00 p.m. in the Peace Garden Room.  

 

The next meeting of the SIB is scheduled for February 26, 2016, at 8:30 a.m. in 

the Peace Garden Room. 

 

ADJOURNMENT: 

 

With no further business to come before the SIB, Mr. Sandal adjourned the meeting 

at 11:06 a.m. 

 

___________________________________  

Mr. Mike Sandal, Vice 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 6.9% or $692 
million in the last year.   

 The Pension Trust posted a net return of 
0.56%, while the Insurance Trust 
generated a 1.03% net return in the last 
year. Investments were responsible for 
gains of $26 million for the Pension Trust 
and gains of $25 million for the 
Insurance Trust excluding Legacy Fund 
assets. 

 Legacy assets increased by 21% (or $622 
million) primarily due to tax collections, 
although net returns were 0.91% for the 
year ended December 31, 2015. 

 SIB client assets totaled $10.8 billion 
based on unaudited valuations as of 
December 31, 2015. 

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

 Market Values  Market Values 

Fund Name  as of 12/31/15 (1)  as of 12/31/14 (1)

Pension Trust Fund 

Public Employees Retirement System (PERS) 2,371,419,312 2,345,979,927

Teachers' Fund for Retirement (TFFR) 2,036,260,471 2,046,439,456

Job Service of North Dakota Pension 93,985,042 96,920,165

City of Bismarck Employees Pension 79,987,495 79,421,743

City of Grand Forks Employees Pension 55,321,141 56,347,332

City of Bismarck Police Pension 33,013,643 34,834,996

Grand Forks Park District 5,770,147 5,893,072

City of Fargo Employees Pension 1,512 9,656

Subtotal Pension Trust Fund 4,675,758,763 4,665,846,347

Insurance Trust Fund  

Legacy Fund 2,900,880,837

Workforce Safety & Insurance (WSI) 1,746,807,452 1,710,647,794

Budget Stabilization Fund 573,743,813 589,598,047

ND Tobacco Prevention and Control Trust Fund 46,438,466

City of Fargo FargoDome Permanent Fund 38,489,674 40,651,973

PERS Group Insurance Account 38,411,033 42,705,101

State Fire and Tornado Fund 23,169,406 25,065,765

Petroleum Tank Release Compensation Fund 6,931,840 7,152,822

State Risk Management Fund 6,213,232 6,771,080

State Risk Management Workers Comp Fund 5,723,481 6,141,008

ND Association of Counties (NDACo) Fund 3,895,582 3,481,321

State Bonding Fund 3,187,067 3,299,303

ND Board of Medical Examiners 2,156,260 2,131,999

Insurance Regulatory Trust Fund 1,057,824 646,335

Bismarck Deferred Sick Leave Account 615,610 859,648

Cultural Endowment Fund 372,713 373,276

Subtotal Insurance Trust Fund 2,497,213,453 5,340,406,309

Legacy Trust Fund

Legacy Fund 3,522,475,430

PERS Retiree Insurance Credit Fund 96,046,927 93,282,939

Total Assets Under SIB Management 10,791,494,573 10,099,535,595

(1)  12/31/15 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 pages summarize 
actual client level returns for the 1-, 3- and 5-year periods ended December 31, 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 December 31, 2015.  Please 
refer to pages 12-13 for a Legacy Fund update for the 1-, 3- and 4- years ended Dec. 31, 2015. 
 

Pension Trust:   
 

Every Pension Trust client generated positive Excess Returns for the 1-, 3- and 5-year periods ended December 31, 2015, as 
summarized on the following two pages.  Over the past year, PERS and TFFR net returns were 0.53% and 0.64%, respectively, which 
exceeded the policy benchmark by approximately 0.47%.  Based on $4.3 billion of total assets for PERS and TFFR, this translates into 
$20 million of incremental income for the State’s two largest pension plans in the last year (e.g. $4.3 billion x 0.47% = $20 million).  
The main drivers of excess returns in the overall Pension Trust were U.S. Equity (0.3%), International Equity (0.3%),  U.S. Fixed Income 
(0.2%) and Real Estate (0.1%), with Global Equity (-0.2%) and International Fixed Income (-0.1%) representing the largest detractors 
during the past year.  Risk Adjusted Excess Returns for the five-years ended December 31, 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 7% along with 0.35% of 
excess return in the last 5-years). 
 

Non-Pension Trust Clients:   
 

Every Non-Pension Trust client generated positive Excess Return for the 5-years ended Dec. 31, 2015, if applicable, with one 
exception for the PERS Retiree Health Insurance Credit Fund.  During the past year, there were three non-Pension Trust clients which 
experienced negative excess returns including the PERS Retiree Health Insurance Credit Fund largely due to disappointing results in 
SEI’s high yield and emerging market debt and equity strategies.  Risk Adjusted Excess Returns for the 5-years ended Dec. 31, 2015 
were positive for all Non-Pension clients with one exception for the PERS Retiree Health Insurance Credit Fund. 

 

Actual asset allocations are within Target ranges and guidelines as confirmed by Callan Associates as of December 31, 2015. 
 

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



Pension Trust Return & Risk Summary – Dec. 31, 2015 

4 

Returns and Risk:  Every single Pension Trust client portfolio generated positive “Excess Return” 
for the 1-, 3- and 5-year periods ended December 31, 2015, while adhering to prescribed risk 
levels (i.e. < 115% of policy). 

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

Current 

FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015

PERS (Main Plan)

Total Fund Return - Net -2.47% 0.53% 7.49% 6.93% 7.83% 0.07%

Policy Benchmark Return -2.07% 0.06% 6.66% 6.51% 7.43%

Excess Return -0.39% 0.47% 0.83% 0.42% 105.4%

TFFR

Total Fund Return - Net -2.40% 0.64% 7.60% 6.90% 8.34% 0.37%

Policy Benchmark Return -2.00% 0.15% 6.74% 6.22% 7.95%

Excess Return -0.40% 0.49% 0.86% 0.69% 104.8%

BISMARCK EMPLOYEES

Total Fund Return - Net -2.17% 0.65% 6.73% 6.91% 6.76% 0.28%

Policy Benchmark Return -1.82% 0.17% 5.82% 6.27% 6.40%

Excess Return -0.36% 0.48% 0.91% 0.64% 105.5%
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Risk Adjusted Excess Return measures actual portfolio results versus a benchmark adjusted by its risk relative to a benchmark 

portfolio.  This metric is positive if excess returns are due to “smart” investment decisions or negative if driven by excess risk.  

Risk Adjusted 

Excess 

Returns for 

the 5-years 

ended Dec. 31, 

2015, were 

positive for all 

Pension Trust 

clients with 

one exception 

(of -0.09%) for 

the Grand 

Forks Park 

District Plan 

(which still 

generated 0.35% 

of excess return 

over the past 

five-years). 

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

Current 

FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015

BISMARCK POLICE

Total Fund Return - Net -2.53% 0.39% 6.92% 7.00% 7.34% 0.29%

Policy Benchmark Return -2.18% -0.11% 6.03% 6.41% 7.02%

Excess Return -0.34% 0.49% 0.89% 0.59% 104.5%

JOB SERVICE

Total Fund Return - Net 0.15% 2.00% 6.95% 7.10% 6.02% 0.51%

Policy Benchmark Return -0.64% 0.49% 5.43% 5.98% 5.50%

Excess Return 0.79% 1.52% 1.52% 1.12% 109.5%

GRAND FORKS EMPLOYEE

Total Fund Return - Net -2.67% -0.14% 7.58% 7.30% 7.61% 0.20%

Policy Benchmark Return -2.38% -0.62% 6.84% 6.79% 7.28%

Excess Return -0.30% 0.48% 0.74% 0.51% 104.5%

GRAND FORKS PARK DISTRICT

Total Fund Return - Net -1.73% 0.66% 8.38% 7.55% 8.14% -0.09%

Policy Benchmark Return -1.84% -0.22% 7.51% 7.19% 7.65%

Excess Return 0.11% 0.88% 0.87% 0.35% 106.3%
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Returns and Risk:  All 

but one Non-Pension 

Trust client generated 

positive Excess Return 

and Risk Adjusted 

Excess Return for the 

5-year periods ended 

Dec. 31, 2015 (if 

applicable).  This 

performance was 

achieved while 

adhering to reasonable 

risk levels which were 

generally within 100 

bps of policy levels. 

 
 

Risk Adjusted Excess Return 

measures a portfolio’s excess 

return adjusted by its risk relative 

to a benchmark portfolio.  This 

metric is positive if returns are 

due to “smart” investment 

decisions or negative if driven by 

excess risk.   

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

Current 

FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015

WORKFORCE SAFETY & INSURANCE (WSI)

1,746,807,452$          

Total Fund Return - Net -0.76% 1.05% 5.21% 6.73% 4.0% 0.62%

Policy Benchmark Return -0.40% 0.96% 3.86% 5.15% 3.4%

Excess Return -0.36% 0.09% 1.35% 1.58%

LEGACY FUND

3,522,475,430$          

Total Fund Return - Net -2.07% 0.91% 2.58% N/A N/A N/A

Policy Benchmark Return -1.74% 0.44% 1.98% N/A N/A

Excess Return -0.33% 0.46% 0.59%

BUDGET STABILIZATION FUND

573,743,813$            

Total Fund Return - Net -0.07% 1.24% 1.42% 1.78% 0.7% 0.39%

Policy Benchmark Return 0.11% 0.68% 0.51% 0.43% 0.3%

Excess Return -0.18% 0.56% 0.91% 1.34%

FIRE & TORNADO FUND

23,169,406$              

Total Fund Return - Net -1.19% 0.65% 5.94% 6.78% 5.4% 0.34%

Policy Benchmark Return -0.82% 0.36% 4.90% 5.24% 4.4%

Excess Return -0.37% 0.29% 1.04% 1.53%
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Current 

FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015

STATE BONDING FUND

3,187,067$                  

Total Fund Return - Net 0.11% 0.43% 1.48% 3.21% 1.8% 1.01%

Policy Benchmark Return 0.38% 0.33% 0.82% 1.82% 1.6%

Excess Return -0.27% 0.10% 0.66% 1.39%

INSURANCE REGULATORY TRUST FUND (IRTF)

1,057,824$                

Total Fund Return - Net -1.09% 0.24% 4.54% 4.96% 4.5% 0.24%

Policy Benchmark Return -0.81% 0.26% 3.90% 3.99% 3.8%

Excess Return -0.28% -0.03% 0.64% 0.96%

PETROLEUM TANK RELEASE COMPENSATION FUND

6,931,840$                

Total Fund Return - Net 0.09% 0.40% 1.36% 2.90% 1.6% 0.95%

Policy Benchmark Return 0.35% 0.31% 0.75% 1.66% 1.4%

Excess Return -0.26% 0.09% 0.60% 1.24%

STATE RISK MANAGEMENT FUND

6,213,232$                

Total Fund Return - Net -0.61% 0.76% 6.33% 7.52% 4.8% 0.24%

Policy Benchmark Return -0.31% 0.45% 5.20% 5.77% 3.8%

Excess Return -0.30% 0.31% 1.13% 1.74%

SIB Client 

Commentary:   
 

The State Bonding 

Fund, Insurance 

Regulatory Trust Fund, 

Petroleum Tank 

Release Compensation 

Fund, and State Risk 

Management Fund 

have all posted positive 

Risk Adjusted Excess 

Returns for the 5-years 

ended December 31, 

2015, including Excess 

Returns of 0.96% (or 

more). 
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SIB Client 

Commentary:   
 

The State Risk 

Management 

Workers 

Compensation Fund, 

North Dakota 

Association of 

Counties, City of 

Bismarck Deferred 

Sick Leave Account 

and FargoDome 

Permanent Fund 

have all posted 

strong Risk Adjusted 

Excess Returns for 

the 5-years ended 

December 31, 2015, 

including Excess 

Returns of 1.2% (or 

more). 
 

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

Current 

FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015

STATE RISK MANAGEMENT WORKERS COMP FUND

5,723,481$                

Total Fund Return - Net -0.80% 0.77% 7.27% 8.11% 5.7% 0.32%

Policy Benchmark Return -0.52% 0.42% 6.12% 6.44% 4.8%

Excess Return -0.27% 0.35% 1.15% 1.67%

ND ASSOCIATION OF COUNTIES FUND (NDACo)

3,895,582$                

Total Fund Return - Net -1.04% 0.63% 5.20% 5.69% 5.6% 0.47%

Policy Benchmark Return -0.67% 0.38% 4.21% 4.24% 4.6%

Excess Return -0.37% 0.25% 0.99% 1.45%

CITY OF BISMARCK DEFERRED SICK LEAVE ACCOUNT

615,610$                   

Total Fund Return - Net -1.05% 0.69% 5.44% 6.71% 4.8% 0.28%

Policy Benchmark Return -0.63% 0.42% 4.33% 4.97% 3.8%

Excess Return -0.42% 0.27% 1.11% 1.74%

FARGODOME PERMANENT FUND

38,489,674$              

Total Fund Return - Net -2.21% 0.17% 7.36% 7.55% 7.6% 0.45%

Policy Benchmark Return -1.90% -0.13% 6.25% 6.35% 6.9%

Excess Return -0.30% 0.30% 1.11% 1.20%



Non-Pension Trust Return & Risk Summary – Dec. 31, 2015 
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SIB Client Specific Commentary: 
 

The Cultural Endowment Fund has 

generated strong risk adjusted returns 

over the last 5-year. 

 

The Board of Medical Examiners 

became an SIB client two years ago. 

 

PERS Retiree Health has posted 

disappointing results over the last 5-

years.  SEI manages these investments 

and we are currently re-examining 

SEI’s benchmarks and risk and return 

profile. 

 

RIO implemented a new asset 

allocation policy for PERS Group 

Insurance in late-2105 to enhance 

returns and lower fees.   

 

Tobacco Control and Prevention 

became an SIB client on Sep. 30, 2015.   

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

Current 

FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs 

Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015

CULTURAL ENDOWMENT FUND

372,713$                   

Total Fund Return - Net -1.52% 1.32% 9.20% 9.12% 8.1% 0.51%

Policy Benchmark Return -1.20% 0.83% 8.07% 7.62% 7.2%

Excess Return -0.32% 0.48% 1.13% 1.50%

BOARD OF MEDICAL EXAMINERS

2,156,260$                

Total Fund Return - Net -0.79% 0.77%

Policy Benchmark Return -0.56% 0.77%

Excess Return -0.23% 0.00%

PERS RETIREE HEALTH

96,046,927$              

Total Fund Return - Net -2.93% -1.30% 7.27% 7.19% 8.7% -0.92%

Policy Benchmark Return -1.54% 0.31% 7.93% 7.43% 7.9%

Excess Return -1.39% -1.61% -0.66% -0.24%

PERS GROUP INSURANCE

38,411,033$              

Total Fund Return - Net 0.01% -0.07% 0.03% 0.13% 0.08% 0.02%

Policy Benchmark Return 0.04% 0.05% 0.05% 0.08% 0.03%

Excess Return -0.04% -0.12% -0.02% 0.05%

TOBACCO CONTROL AND PREVENTION

46,438,466$              

Total Fund Return - Net 0.28%

Policy Benchmark Return 0.37%

Excess Return -0.09%
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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 December 31, 
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)  

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 December 31, 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 12/31/15 versus the 2nd and 3rd 
quartile for TFFR and PERS, respectively, in the last 5 years and upper two quartiles in the last 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 December 31, 2015

Standard Deviation

10th Percentile 8.6 7.1 9.8 12.4

25th Percentile 7.9 6.6 8.8 11.6

Median 7.2 6.0 7.8 10.8

75th Percentile 6.4 5.5 6.9 9.1

90th Percentile 5.8 5.0 6.0 6.8

Member Count 267 251 228 201

Total Fund-TFFR A 7.0 5.7 8.3 12.4

Total Fund-PERS B 7.1 5.7 7.8 11.3

A (53)
A (66)

A (38)

A (10)

B (52)

B (66)

B (52)

B (35)



Legacy Fund – Asset Allocation Update 
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Actual asset allocations are within 1% of target levels as of Dec. 31, 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-

1/4 year periods ended 12/31/15: 
 

               Actual    Target   Excess 

1-year     0.91%    0.40%  +0.51% 

3-yrs.      2.58%    2.12%  +0.46% 

4.25-yrs  2.35%    1.63%  +0.72% 

 
Source:   

Callan Investment Measurement Service for the 

Legacy Fund  as of December 31, 2015. 



Legacy Fund – Performance Update 
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Performance Update:  The Legacy Fund earned approximately 1% in 2015 due to weak returns in 

Equities and Fixed Income (up less than 1%) which were impacted slowing global growth rates 

particularly in the emerging markets.  Despite disappointing absolute returns, active management 

improved results by 74 bps (before most fees) or 51 bps (after fees) for the year ended December 

31, 2015.  Real Estate was the top performer posting a 15% return. 

 

 

 

 

 

 

 

 

 

 

 

 

 
Since inception, active management has enhanced returns by 0.72% as the Legacy Fund generated 

a net return of 2.35% for the 4-1/4 years ended 12/31/2015 (vs a policy target of 1.63%). 

Source:  Callan Investment Measurement Service for the Legacy Fund as of December 31, 2015. 



Investment Work Plan Update – February 19, 2016 
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Pension Trust: 
 

1. Conduct annual investment performance and policy statement reviews for all Pension Trust clients; 

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 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 approximately $40 million of excess return in 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. 



State Investment Board 
Private Equity Overview (provided by Callan Associates) 

February 19, 2016 

 

       Note:   This Private Equity Overview was previously  
  shared with the SIB on September 25, 2015. 

 

Dave Hunter, Executive Director / CIO 

Darren Schulz, Deputy Chief Investment Officer 

ND Retirement & Investment Office (RIO) 

State Investment Board (SIB)  

 

 

 

 

 

 

 



Callan Associates – Private Equity Overview 
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Callan Associates – Private Equity 
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Callan’s Capital Market Expectations 
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Private 

Equity 

offers the 

highest 

Projected 

Return 

(and Risk) 

Callan’s Key 

Considerations: 
 

1. Higher Fees and 

less liquid than 

public equity;  
 

2. Implementation 

is a key risk and 

requires a long 

time horizon 

and continual 

investment; and 
 

3. Requires 

greater 

oversight than 

most public 

investments 

and is more 

difficult to 

monitor and 

value. 



Private Equity Performance Summary 
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Summary:  The private equity 
portfolio within the 
Pension Trust can largely 
be divided into two 
groups:   

 1)   the Adams Street  
Partnerships which have 
generally performed in 
line with expectations 
with a net IRR of 12.8% in 
the last 5-years and 11.0% 
since inception; and 

 2)   the Non-ASP Partnerships 
which have generally 
performed below 
expectations with a net 
IRR of -0.9% in the last 5-
years and -0.4% since 
inception (with a few 
positive exceptions). 

Key Takeaway:  Promote the 
development of strategic 
partnerships like ASP to 
leverage a “best ideas” 
approach while increasing 
pricing leverage. 

 

 

 

 

 

Pension Trust Private Equity
As of September 30, 2015

($ in millions)
Vintage Unfunded Net Asset % Total

Adams Street Partnerships (ASP) Year Commitment Commitment Value Pension 1-year 3-years 5-years 10-years Inception

1 1998 BPF Trust Subscription 1998 23.7$               0.9$                 2.1$          0.0% (5.9%) 2.9% 6.4% 10.6% 5.0%

2 1999 BPF Non-U.S. Trust Subscription 1999 24.5$               0.6$                 4.0$          0.1% 9.7% 6.4% 6.7% 16.8% 12.0%

3 1999 BPF Trust Subscription 1999 24.5$               1.1$                 3.1$          0.1% (4.8%) 4.1% 7.4% 10.5% 6.0%

4 ASP 2008 Non-US Fund 2008 10.0$               2.1$                 7.7$          0.2% 12.3% 13.7% 11.2% - 9.3%

5 ASP 2010 Direct Fund 2010 1.5$                 0.1$                 1.6$          0.0% 14.4% 18.7% 16.6% - 15.3%

6 ASP 2010 Emerging Markets Fund 2010 1.5$                 0.5$                 1.2$          0.0% 18.3% 14.6% - - 10.5%

7 ASP 2010 Non-US Developed Fund 2010 4.5$                 1.6$                 2.5$          0.1% 4.5% 6.9% 6.8% - 6.4%

8 ASP 2010 US Fund 2010 7.5$                 2.8$                 5.4$          0.1% 18.6% 16.6% 15.7% - 16.0%

9 Brinson Venture Partnership Fund III 1993 3.0$                 -$                 -$         0.0% - 10.8% 21.9% 27.3% 29.6%

10 BVCF III 1993 3.0$                 -$                 -$         0.0% - - (2.9%) (7.4%) 40.4%

11 BVCF IV 1999 25.0$               -$                 3.8$          0.1% 2.7% 31.5% 39.1% 26.1% 7.7%

12 Direct Co-Investment 2006 20.0$               0.9$                 10.5$       0.2% 13.1% 19.7% 14.5% - 5.8%

13 Institutional Venture Capital Fund II 1989 5.0$                 -$                 -$         0.0% - - (12.1%) 17.9% 21.3%

Total ASP Private Equity 153.7$            10.5$               41.9$       0.9% 8.9% 14.5% 12.8% 13.6% 11.0%

Non-ASP Primary Fund Partnerships

11 Capital International Private Equity Fund V 2007 35.0$               5.6$                 11.9$       0.3% (31.1%) (12.0%) (0.4%) - 0.8%

12 Capital International Private Equity Fund VI 2011 35.0$               13.8$               13.8$       0.3% (26.2%) (19.4%) - - (19.3%)

13 Coral Momentum Fund 2002 25.0$               -$                 -$         0.0% (13.9%) (41.6%) (32.4%) (19.6%) (18.5%)

14 Coral Partners V 1998 40.0$               -$                 -$         0.0% - - 5.8% 18.5% (5.6%)

15 Coral Partners V - Supplemental 2001 2.0$                 -$                 -$         0.0% - - (46.6%) (13.9%) (10.2%)

16 Corsair III 2007 25.0$               2.7$                 13.7$       0.3% (13.5%) (5.2%) (3.9%) - (4.6%)

17 Corsair III - ND Investors LLC 2008 11.2$               0.3$                 11.7$       0.3% 1.2% 2.7% 2.0% - 1.0%

18 Corsair IV 2010 25.0$               12.5$               16.4$       0.4% 18.1% 17.0% 8.8% - 7.0%

19 EIG Energy Fund XIV 2007 45.0$               3.1$                 14.7$       0.3% (37.5%) (15.3%) (6.0%) - 2.5%

20 Hearthstone MSII 1999 3.5$                 3.5$                 (0.1)$        (0.0%) 18.6% 175.5% (100.0%) (18.8%) 27.5%

21 Hearthstone MSIII 2003 35.0$               35.2$               0.1$          0.0% 22.8% - - 85.3% 25.2%

22 InvestAmerica (Lewis and Clark Fund) 2002 7.5$                 0.8$                 2.7$          0.1% (31.0%) (10.1%) 0.0% 2.1% 2.2%

23 L&C II 2009 15.0$               1.4$                 9.5$          0.2% (14.1%) (8.5%) (7.7%) - (8.5%)

24 Matlin Patterson Global Opportunities 2002 25.3$               -$                 0.0$          0.0% (0.0%) (1.8%) 10.6% 12.3% 16.7%

25 Matlin Patterson Global Opportunities II 2004 40.6$               0.0$                 1.6$          0.0% 26.6% (1.4%) (34.3%) (24.1%) (23.9%)

26 Matlin Patterson Global Opportunities III 2007 40.0$               4.1$                 26.9$       0.6% 1.3% 3.2% 17.2% - 4.9%

27 Quantum Energy Partners IV 2007 15.0$               2.0$                 6.4$          0.1% (36.5%) 4.4% 12.7% - 7.1%

28 Quantum Resources 2006 15.0$               1.4$                 0.0$          0.0% (55.6%) (15.3%) 16.0% - 2.9%

Total - Non-ASP Private Equity 440.2$            86.4$               129.5$     2.8% (16.6%) (5.5%) (0.9%) (0.4%) (0.4%)

Total - Private Equity 593.9$        96.9$          171.4$   3.8% (10.7%) (0.6%) 2.7% 4.0% 3.8%

Source: Adams Street                                                                                                                             

Internal Rates of Return (IRR)

 ----------------------- Net Returns ------------------------

Returns  are reviewed, but not audited.
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Confidentiality Statement and 

Other Important Considerations  

Adams Street Partners has provided this presentation (the “Presentation”) to the recipient on a confidential and limited basis.  This Presentation is not an 

offer or sale of any security or investment product or investment advice.  Offerings are made only pursuant to a private offering memorandum containing 

important information regarding risk factors, performance and other material aspects of the applicable investment; the information contained herein should 

not be used or relied upon in connection with the purchase or sale of any security.       

Statements in the Presentation are made as of the date of the Presentation unless stated otherwise, and there is no implication that the information 

contained herein is correct as of any time subsequent to such date.  All information with respect to primary and secondary investments of Adams Street 

Partners funds (the “Funds”) or Adams Street Partners’ managed accounts (collectively, the “Investments”), the Investments’ underlying portfolio 

companies, Fund portfolio companies, and industry data has been obtained from sources believed to be reliable and current, but accuracy cannot be 

guaranteed.   

The Presentation contains highly confidential information.  In accepting the Presentation, each recipient agrees that it will  (i) not copy, reproduce or 

distribute the Presentation, in whole or in part, to any person or party (including any employee of the recipient other than an employee or other 

representative directly involved in evaluating the Funds) without the prior written consent of Adams Street Partners, (ii) keep permanently confidential all 

information not already public contained herein, and (iii) use the Presentation solely for the purpose set forth in the first paragraph. 

The Presentation is not intended to be relied upon as investment advice.  The contents herein are not to be construed as legal, business or tax advice, and 

each investor should consult its own attorney, business advisor and tax advisor as to legal, business and tax advice. 

The internal rate of return (IRR) data and multiples provided in the Presentation are calculated as indicated in the applicable notes to the Presentation, 

which notes are an important component of the Presentation and the performance information contained herein.  IRR performance data may include 

unrealized portfolio investments; there can be no assurance that such unrealized investments will ultimately achieve a liquidation event at the value 

assigned by Adams Street Partners or the General Partner of the relevant Investment, as applicable.  References to the Investments and their underlying 

portfolio companies and to the Funds should not be considered a recommendation or solicitation for any such Investment, portfolio company, or Fund. 

Past performance is not a guarantee of future results.  Projections or forward looking statements contained in the Presentation are only estimates of future 

results or events that are based upon assumptions made at the time such projections or statements were developed or made.  There can be no assurance 

that the results set forth in the projections or the events predicted will be attained, and actual results may be significantly different from the projections.  

Also, general economic factors, which are not predictable, can have a material impact on the reliability of projections or forward looking statements. 
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As of September 30, 2015 

1. Composite since inception IRR of private equity fund investments in Adams Street Partners “Core Portfolios” which are funds and separate accounts (excluding special mandate funds and non-

discretionary separate accounts) of which Adams Street Partners is the general partner, manager or investment adviser (as applicable) and for which Adams Street Partners makes discretionary 

investments in private equity.  Primary inception date as of November 1, 1979. Secondary inception date as of August 29, 1986. IRRs are net of fees, carried interest and expenses charged to the 

underlying private equity funds, but are gross of Adams Street Partners’ fees, carried interest and expenses, which reduce returns to investors. For the effect of Adams Street Partners’ fees, carried 

interest and expenses on Adams Street Partners’ fund returns to investors, please see Adams Street Partners Net Performance chart in this presentation.  

2. Composite since inception IRR is net of Adams Street Partners’ fees, carried interest and expenses. IVCF II, a component of this composite, charged only management fees and expenses. Inception 

date as of March 1, 1989. Includes IVCF II (invested in both partnerships and direct portfolio companies), IVCF III, BVCF IV, AS V, AS 2006, AS 2007, AS 2008, AS 2009, AS 2010, AS 2011, AS 2012, 

AS 2013, AS 2014, AS 2015 and AS Venture Growth VI. 

3. Composite since inception IRR, which is net of Adams Street Partners’ fees, carried interest and expenses. Inception date as of September 5, 1989. Includes a separate account (1992-1998), 

Co-Investment I (2006), II (2009) and III (2014).  

* Past performance is not a guarantee of future results. The IRRs shown above are composite IRRs and do not represent returns achieved by any particular Adams Street Partners fund or any investor in an 

Adams Street Partners fund. There can be no guarantee that unrealized investments reflected in this performance data will ultimately be liquidated at values reflected above. For net performance of Adams 

Street Partners funds, see the Net Performance chart included in this presentation.  

Proven Private Markets Partner 

 40+ years of experience  

 Recognized as industry leader 

with over $27B in assets under 

management  

 100% independent and 

employee owned – our 

interests are directly aligned 

with that of our client’s 

 Over $140 million invested 

alongside our clients 

 Since Inception IRRs*:   

Primary: 21%1 

Secondary: 20%1 

Direct: 16%2 

Co-Investment: 21%3 

 Highly integrated platform with 

shared insights 

 Senior staff average 15 years 

of investment experience  

 Excellent risk management 

capabilities 

 Deep understanding of 

institutional client needs 

 300+ diverse clients 

 Client access to industry-

leading interactive analytical 

tools and data 

 Customized, specialized 

approach to all client portfolios 

Experienced and 

Proven Team 

Private Markets 

Partner 

Exemplary 

Client Service + + 



130+ 
PEOPLE 

30+ 
NATIONS INVESTED 

Our Footprint Extends Across Five Continents 
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CHICAGO 

1972 MENLO PARK 

2006 

LONDON 

1997 

SINGAPORE 

2006 

TOKYO 

2014 

BEIJING 

2011 NEW YORK 

2016 

7 
OFFICES 

= 1500+ 
QUALITY OPPORTUNITIES 

REVIEWED ANNUALLY 
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Experienced, Cohesive and Strategically Integrated Platform 

*Investment and Operational 

As of September 30, 2015.  

Primary Investments 
Since 1979 

720+ funds 

250+ GP relationships 

320+ advisory boards 

 

 

Secondary Investments 
Since 1986 

Jason Gull 
Partner & Head of 

Secondary Investments 

24 Years of Experience* 

12 Professionals 

Venture/Growth Investments 
Since 1972 

Co-Investments 
Since 1989 

Bon French 
Executive 

Chairman 

39 Years of Experience* 

 

 

Jeff Diehl 
Managing Partner & 

Head of Investments 

21 Years of Experience* 

Kelly Meldrum 
Partner & Head of 

Primary Investments 

30 Years of Experience* 

22 Professionals 

160+ transactions 

Terry Gould 
Partner & Head of 

Direct Investments 

36 Years of Experience* 

9 Professionals 

240+ companies 

David Brett 
Partner & Head of 

Co-Investments 

 

31 Years of Experience* 

5 Professionals 

80+ companies 

Bill Sacher 
Partner & Head of 

Private Credit 

28 Years of Experience* 

2 Professionals 

Private Credit 
Since 2016 



Sachin 

Tulyani 

London 

Craig 

Waslin 

Chicago 

Benjamin 

Wallwork 

London 

Deep Expertise Around the World 
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Kelly Meldrum 
Head of Primary 

Investments 

Menlo Park 

David 

Arcauz 

London 

Jeff  

Burgis 

Chicago 

Adam 

Chenoweth 

Chicago 

Arnaud 

de  

Cremiers 

London 

Doris 

(Yiyang) 

Guo 

Beijing 

Tom 

Gladden 

Chicago 

Jim 

Korczak 

Chicago 

Sergey  

Sheshuryak 

London 

Sunil 

Mishra 

Singapore 

Ross 

Morrison 

London 

Morgan 

Webber 

Chicago 

PRIMARY 

Dominic 

Maier 

London 

Ling Jen 

Wu 

Singapore 

Jason Gull 
Head of 

Secondary  

Investments 

Chicago 

Jeff 

Akers 

Chicago 

Troy 

Barnett 

Chicago 

Charlie 

Denison 

Chicago 

Joe 

Goldrick 

Chicago 

Greg 

Holden 

London 

Pinal 

Nicum 

London 

Sarah 

Finneran 

Chicago 

Kristof 

Van 

Overloop 

London 

SECONDARY 

Bon French 

Executive Chairman 

Chicago 

Terry Gould 
Head of Direct 

Investments 

Chicago 

VENTURE CAPITAL/ 

GROWTH EQUITY CO-INVESTMENTS 

FUND INVESTMENTS 

Tom 

Bremner 

Chicago 

Dave 

Welsh 

Menlo Park 

Jeff 

Diehl 

Chicago 

Robin 

Murray 

Menlo Park 

Jeff Diehl 

Managing Partner & 

Head of Investments 

Chicago 

Saguna 

Malhotra 

Menlo Park 

Mike 

Zappert 

Menlo Park 

Michael 

Taylor 

Menlo Park 

Yar-Ping 

Soo 

Singapore 

+ 4 SECONDARY ASSOCIATES + 3 PRIMARY ASSOCIATES + 3  DIRECT ASSOCIATES 

STRATEGY 

Miguel Gonzalo 

Head of 

Investment Strategy 

Chicago 

INVESTMENT ANALYTICS 

Jian 

Zhang 

Chicago 

Ray Chan 

Head of Risk Management 

and Advanced Analytics 

Chicago 

Toby 

True 

Chicago 

Mhahesh 

Madhavan 

Chicago 

+ 1  STRATEGY ASSOCIATE 

DIRECT INVESTMENTS 

Bill Sacher 
Head of 

Private Credit 

New York 

Shahab 

Rashid 

New York 

Yu (Hubert) 

Zhang 

Beijing 

Piau-Voon 

Wang 

Singapore 

PRIVATE CREDIT 

Dave Brett 
Head of 

Co-Investments 

Chicago 
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All Strategies1 Outperform Public Market Equivalents by 400 bps* 

As of September 30, 2015 

8.4%^ 

10.1%^ 

7.5% 

10.6% 

8.3%^ 

9.7%^ 

21.2% 

25.9% 

13.7% 

19.8% 

16.2% 

21.5% 
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The page entitled “Notes to Performance: All Strategies1 Outperform Public Market Equivalents by 400 bps*,” included in this presentation, is an important component of this performance data.  



Consistent Outperformance Across Strategies Over Time 
As September 30, 2015 

Adams Street Partners2 Public Market  

  Equivalent3 
Outperformance 

1-Year 3-Year 5-Year 10-Year 

Since 

Inception 

Since 

Inception 

Since 

Inception 

Primary Only4 12.4% 14.5% 13.5% 11.6% 21.2% 12.8%^  840 bps 

Secondary Only5 1.7% 8.7% 13.6% 15.3% 19.8% 9.2%^ 1060 bps 

Primary Venture Capital4 25.1% 22.0% 18.0% 11.8% 25.9% 15.8%^ 1010 bps 

Primary Buyout6 6.9% 11.0% 11.8% 12.7% 13.7% 6.2% 750 bps 

Direct Funds7 23.8% 24.9% 19.9% 13.1% 16.2% 7.9%^ 830 bps  

Co-Investment Funds8 11.0% 25.9% 21.0% – 21.5% 11.8%^ 970 bps 

10 

Primary, Secondary, Direct, and Co-Investment Investments1 Performance Attribution 

The page entitled “Notes to Performance: Consistent Outperformance Across Strategies Over Time,” included in this presentation, is an important component of this performance data.  



Portfolio Update 

11 
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North Dakota State Investment Board 
Adams Street Only portfolio summary 

As of September 30, 2015 

October 1, 2015 – February 19, 2016 

Draws:  $1.7 million 

Distributions:  $4.4 million 

Adams Street also monitors the remainder of North Dakota’s existing private equity 

portfolio.  That monitoring fee was reduced by 50% in the fourth quarter of 2015. 

Subscription

Investment

Commitments

Amount

Draw n

Amount

UnDraw n

Market

Value

(NAV)

Distributions

Received

(D)

Total

Value

(NAV + D)

Net IRR

Since

Inception

Inception

Date

Total

Value /

Amount

Draw n

Institutional Venture Capital Fund II $5,000,000 $5,000,000 $5,000,000 $0 $0 $13,434,867 $13,434,867 21.34% 3/1989 2.69x

Institutional Venture Capital Fund III $6,000,000 $6,000,000 $6,000,000 $0 $0 $18,438,202 $18,438,202 34.15% 1/1993 3.07x

1998 Global Fund $23,701,761 $23,984,482 $22,848,073 $853,688 $2,118,017 $32,385,614 $34,503,631 5.03% 1/1998 1.51x

1999 Global Fund $24,489,864 $24,704,938 $23,421,339 $1,068,525 $3,099,463 $33,682,515 $36,781,978 6.04% 1/1999 1.57x

1999 Non-U.S. Fund $24,523,732 $24,535,122 $23,944,608 $579,124 $3,984,775 $43,077,376 $47,062,151 11.99% 1/1999 1.97x

Venture Capital Fund IV $25,000,000 $25,000,000 $25,000,000 $0 $3,768,072 $43,160,553 $46,928,625 7.69% 5/1999 1.88x

Direct Co-Investment $20,000,000 $20,000,000 $19,100,000 $900,000 $10,531,733 $17,847,056 $28,378,789 5.78% 9/2006 1.49x

ASP 2008 Non-US Fund $10,000,000 $9,959,524 $7,875,000 $2,125,000 $7,659,100 $2,742,533 $10,401,633 9.28% 1/2008 1.32x

2010 Global Fund $15,000,000 $15,031,821 $10,004,250 $4,995,750 $10,710,162 $2,836,806 $13,546,968 13.18% 4/2010 1.35x

2015 Global Fund $30,000,000 

Grand Total $183,715,357 $154,215,887 $143,193,270 $10,522,087 $41,871,322 $207,605,522 $249,476,844 11.01% 1.74x

MSCI World Since Inception 5.81% Added Value 5.20%

Russell 3000 Since Inception 6.92% Added Value 4.09%



North Dakota State Investment Board – Net of Fees 
Adams Street Only Portfolio 

As of September 30, 2015 

* Public Market Equivalent is based on MSCI World Index linked by cash flow equivalents 13 
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8.9% 

14.5% 

12.8% 
13.6% 

11.0% 

-6.6% 

-3.3% 

11.3% 
10.1% 

5.8% 5.8% 

-10%

-5%

0%

5%

10%

15%

20%

2-Qtrs 1-Yr 3-Yr 5-Yr 10-Yr Since Inception
(3/1989)

North Dakota State Investment Board MSCI World Index PME*

Internal Rate of Return 

(Net of Fees) 



What We Are Offering 
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*Actual allocations will differ once the Program is fully invested.  15 

2016 Global Private Equity Program 
Projected allocations* 

15% 

35% 

50% 

Commitment Pace 

2017 

2016 

2018 

North 

America 

60-70% 

Developed 

Markets 

20-30% 

Developing 

Markets 

10-15% 

Primary 
67% 

Secondary 
18% 

Co-Investment 
5% 

Direct Venture/ 
Growth 

10% 

Strategy 

45-55 GPs 

Venture 
Capital 
25-35% 

Buyouts 
55-70% 

Other 
5-20% 

Subclass 

$5B+ 
5% 

$2B-$5B 
20% 

$1B-$2B 
15% $500M-$1B 

35% 

0-$500M 
25% 

Primary Buyout Fund Sizes 

2016 Annual Global Private Equity Program Already Committed/Near Term Pipeline: 

 



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

**  The targeted annual net return (after Adams Street Partners’ fees, expenses and carried interest) is only a target. There can be no guarantee that the 2016 Global Private Equity Program will 

achieve returns in the targeted range.  16 

Building Value While Maximizing IRR 
Constructing the 2016 Global Private Equity Program 

Strategy* 

Primary  

67% 

Direct 

Venture/ 

Growth 

10% 

Secondary  

18% 

■ Longer duration  

■ Builds value over time 

■ Shorter duration 

■ Earlier cash flows 

■ Exploit market inefficiencies 

■ Focus on minimizing j-curve 

Target Net Return:  MSCI World + 400 bps** 
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North Dakota Pacing Model 
$30 million per year from 2015-2019 to Global Fund 
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Cash Flow Projection 

North Dakota’s new commitments will grow the private equity allocation 



Iterative and Continuous Process with Shared Insights 

18 

Screening 

Preliminary 
Due 

Diligence 

Final 
Due 

Diligence 

Monitoring 

Terms 
Negotiation 
and Closing 

Primary Investments 

Secondary Investments 

Direct Investments 

Market Research & 

Proactive Sourcing 

■ Research Themes 

■ Franchise Value 

■ Global Networks 

■ Integrated Diligence 



Proactive Reach Where Selectivity is the Key 

19 

Primary 

Investments 

300-400 

Direct 

Investments 

800-1,500 

Secondary 

Investments 

400-500 

4% 
5% 

3% 

1,500+ 
Quality Opportunities 

Reviewed Annually 

<5% 
of opportunities make it to investment 



Source: VentureSource as of September 1, 2015 and ASPIRE as of June 30, 2015. 

* Adams Street Partners captured 79% of the US non-healthcare $1 billion+ companies since 2000 

Portfolio companies of funds in which Adams Street Partners’ portfolios have invested; a complete list of such portfolio companies is available upon request. 20 

Primary Manager Selection Leads to Strong Share 

Captured 79% 

of the $1 billion+ 

companies* 



1. General Partners in the Primary Portfolio 

2. Calculated for all secondary deals in all portfolios managed by Adams Street Partners that closed on or before 6/30/2012. 

3. IRR is calculated at secondary investment or “deal” level from each deal’s inception through 6/30/15, net of underlying GP fees, carried interest, and expenses but gross of any Adams Street fees, carried 

interest and expenses. For net returns of Adams Street Partners funds, please see the Adams Street Partners Net Performance chart in this presentation.  

4. Payback is defined as full return of contributed capital (i.e., >=1x DPI) at secondary investment or “deal” level. 

A complete list of Adams Street Partners’ Secondary investments is available upon request. 21 

Secondary Selection Adds Value Early in the Program 

33% 

% of Deals2
 

<3 Year Payback
4 

63% 

% of Deals2
 

>15% IRR
3 

78% 

% of Current Exposure to 

Existing GPs1 

Existing GPs 
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Unique Platform of Investment Experience, 

Expertise and Access  

Outstanding History 

and Deep Relationships 

■  Over four decades of private equity investing 

■  340+ Advisory Board Seats 

■  300+ GP Relationships in 30+ Countries 

■  Strong relationships provide access and insights 

 

■  Experienced and integrated teams covering all private markets 

■  130+ Worldwide resources 

Global Footprint in 

Key locations  

Alignment  
■  100% employee owned partnership dedicated to client success  

■  Dedicated to transparency between our Firm, our investors, 

 and our GPs 

Results  
■ Proven performance across 

all strategies and across 

market cycles  

   

Information Advantage 

■ Proprietary web-based, 

multi-currency research, 

analytical and reporting 

application guides our 

investment research and due 

diligence processes 



Appendix 

23 



* Estimate due to fees being based upon commitment pace 

Adams Street Global Fund  

Fund of Fund Management Fee Examples* 

Annual Subscription Pace 

$30M/Year $60M/Year 

2015 Global Fund 0.68% 0.64% 

2016 Global Fund 0.63% 0.53% 

2017 Global Fund 0.56% 0.42% 

2018 Global Fund 0.54% 0.38% 

Average annual fees  

(15 years) 
0.59% 0.48% 

Investors receive fee breaks for large, repeat subscriptions 

24 
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Miguel Gonzalo, CFA 
Partner & Head of Investment Strategy, Chicago 

■ As a Partner and Head of Investment Strategy, Miguel combines our bottom up 

investment research with top down forward-looking views in order to construct  

portfolios that meet our clients’ objectives.  Miguel collaborates with investors 

to formulate strategies that leverage Adams Street Partners’ global capabilities. 

■ Miguel has worked closely with investors in the management of their portfolios, 

including the development and ongoing monitoring of their private equity 

programs since 2000.  He is actively involved in the portfolio construction and 

ongoing monitoring of the various fund of funds programs and separate 

accounts.  In addition, he maintains relationships with investment consultants 

to ensure continuity with client objectives.  

■ Prior to joining the Private Equity Group in 2000, Miguel was Head of the 

Performance Analysis Group in the Asset Allocation/Currency Group of Brinson 

Partners where he oversaw the design and management of the Firm's 

performance attribution and analytics systems.  

■ Miguel is a member of the Adams Street Partners Portfolio Construction 

Committee, the CFA Society of Chicago and the CFA Institute 

EDUCATION:   

University of Notre Dame, 

BA 

 

Northwestern University 

Kellogg School of 

Management, MBA 

 
YEARS OF INVESTMENT/ 

OPERATIONAL EXPERIENCE: 

22 



DIRECT SECONDARY PRIMARY 
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Organized to Ensure Investment Focus 

David Arcauz 

Jeff Burgis 

Adam Chenoweth 

Arnaud de Cremiers 

Tom Gladden 

Doris (Yiyang) Guo 

Jim Korczak 

Saguna Malhotra 

Dominic Maier 

Sunil Mishra 

Ross Morrison 

Jeff Akers 

Troy Barnett 

Charlie Denison 

Joe Goldrick 

Greg Holden 

Pinal Nicum  

Kristof Van Overloop 

Sergey Sheshuryak 

Yar-Ping Soo 

Michael Taylor 

Piau-Voon Wang 

Morgan Webber 

Ling Jen Wu 

Yu (Hubert) Zhang 

 

Associates 

Alex Bozoglou 

Jonathan Goh 

Marcus Lindroos 

 

Venture Capital/  

Growth Equity 

Thomas Bremner 

Jeff Diehl 

Robin Murray 

Dave Welsh 

Mike Zappert 

Associates 

Brian Dudley 

Sam Shanley 

Michaela Venuti 

Co-Investments 

Dave Brett 

Sarah Finneran 

Sachin Tulyani 

Craig Waslin 

Ben Wallwork 

 

Associates 

Jason Frank 

Eric Klen 

Clinton Miller 

Alexander Silver 

 

EXECUTIVE COMMITTEE 

Bon French 
Executive Chairman 

Kevin Callahan 
Chief Operating Officer 

Jeff Diehl 
Managing Partner & 
Head of Investments  

Gary Fencik 
Head of Business Development 

Terry Gould 
Head of Direct Investments 

Jason Gull 
Head of Secondary  Investments  

Quintin Kevin 
Chief Financial Officer 

Kelly Meldrum 
Head of Primary  Investments  

Ray Chan 

Mhahesh Madhavan 

Tobias True 

Jian Zhang 

 

Miguel Gonzalo 

Alex Storer 

INVESTMENT 

Account Management 

Lauren Bozzelli 

John Gray 

Ana Maria Harrison 

Scott Hazen 

Isamu Sai 

Jana Tortora 

Steven Wilde 

 

Communications 

Melissa Lefko 

Greta Nolan 

Megan Schroeder 

 

Legal 

Ben Benedict 

Tim Bryant 

Gail Carey 

Sara Robinson Dasse 

Jennifer Goodman 

Eric Mansell 

Anne Semik 

Shoko Shinohara 

 

Business Development 

Mike Chia 

Ben Hart 

John Kremer 

 

CLIENT SERVICE 

ADVANCED ANALYTICS 

STRATEGY 

Finance 

Stephen Baranowski 

Sarah Bass 

Sejal Bell 

Juan Beltran 

Naz Busch 

Ellen Castellini 

Sara Cushing 

Scott Fisher 

Jessica Garvey 

Lynn Hayden 

Karolina Janus 

Christopher Larson 

Alex Lesch 

Performance 

Reporting 

Mike Rosa 

Renee Vogl 

Molly Winans 

 

Information 

Technology 

Philipp Bohren 

Curt De Witt 

Mike Giannangelo 

Megan Heneghan 

Derek Piunti 

 

Human Resources 

Carolyn Flanagan 

Kristen Lampert 

Erin Perry 

 

 

SUPPORT TEAMS 

Megan Martis 

Steve Montag 

Joe Peck 

Mary Kate Planek 

Lena Pugh 

Jamie Raibley 

Scott Rybak 

Olivia Schreader 

Jason Swanson 

Christina Totton 

Douglas Wong 

Triste Wyckoff-Heintz 

Private Credit 

Bill Sacher 

Shahab Rashid 



*Environmental, Social and Governance (“ESG”) Considerations 27 

ESG Considerations 

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

Responsible Investment (“UNPRI”) in October 2010 

■ The Firm adopted an ESG Policy, established an ESG Committee and 

conducted firm-wide training regarding integration of ESG 

considerations into the investment process 

■ The Firm integrates ESG Considerations into the investment process 

using the below criteria to evaluate prospective investments: 

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

‒ The quality, sustainability and transparency of operations 

‒ Impacts of the fund’s investments or portfolio company’s business 

(e.g., human rights and environmental impacts) 

Diversity, Inclusion and ESG* Considerations 

at Adams Street 

Our Diversity and Inclusion Initiative’s mission is to increase access, contribute to education 

and engage staff in outreach opportunities designed to raise awareness and bring greater 

numbers of women and men of diverse backgrounds into the industry. 
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Notes to Performance: All Strategies1 Outperform Public 

Market Equivalents by 400 bps* 

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

1. This chart, in USD, shows composite performance of private equity fund investments in Adams Street Partners “Core Portfolios” which are funds and separate accounts 

(excluding special mandate funds and non-discretionary separate accounts) of which Adams Street Partners is the general partner, manager or investment adviser (as 

applicable) and for which Adams Street Partners makes discretionary investments in private equity.  For each category listed in the chart, performance is shown on a 

composite basis for all investments in Core Portfolios that are within that category.  The returns presented in this chart do not represent returns achieved by any particular 

Adams Street Partners fund or any investor in an Adams Street Partners fund. For Adams Street Partners funds’ net returns, please see the Adams Street Partners Net 

Performance chart in the notes section of this presentation. 

2. With respect to Adams Street Partners primary and secondary investments, IRRs are net of fees, carried interest and expenses charged to the underlying private equity 

funds, but are gross of Adams Street Partners’ fees, carried interest and expenses, which reduce returns to investors. For the effect of Adams Street Partners’ fees, 

carried interest and expenses on Adams Street Partners’ fund returns to investors, please see Adams Street Partners Net Performance chart in the notes section of this 

presentation. There can be no guarantee that unrealized investments will ultimately be liquidated at the values reflected in this return data. With respect to Adams Street 

Partners direct/co-investment funds included in this data, performance is net of Adams Street Partners’ fees, carried interest and expenses.  

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

4. Inception date as of November 1, 1979.   

5. Inception date as of February 21, 1985.   

6. Inception date as of August 29, 1986.  

7. Inception date as of March 1, 1989. Composite since inception IRR is net of Adams Street Partners’ fees, carried interest and expenses. IVCF II, a component of this 

composite, charged only management fees and expenses. Includes IVCF II (invested in both partnerships and direct portfolio companies), IVCF III, BVCF IV, AS V, AS 

2006, AS 2007, AS 2008, AS 2009, AS 2010, AS 2011, AS 2012, AS 2013, AS 2014, AS 2015 and AS Venture/Growth VI. Inception date as of September 5, 1989. Co-

Investment Funds includes a separate account (1992-1998), Co-Investment I (2006), II (2009) and III (2014).  

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

^ For some periods, it was not possible to calculate traditional PME because the pace of distributions would have created a short position in the public index.  In these cases 

PME is calculated using the “Direct Alpha” PME methodology (Gredil, Griffiths, Stucke, “Benchmarking Private Equity: The Direct Alpha Method,” 2014). Mathematically, 

Direct Alpha PME is equal to the IRR of the future value of cash flows, where future value is based on the return of the benchmark index, less than the IRR of the actual 

value of the cash flows. 

Past performance is not a guarantee of future results. 

 

As September 30, 2015 
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Notes to Performance: Consistent Outperformance Across 

Strategies Over Time 

1. This chart, in USD, shows composite performance of private equity fund investments in Adams Street Partners “Core Portfolios” which are funds and separate accounts 

(excluding special mandate funds and non-discretionary separate accounts) of which Adams Street Partners is the general partner, manager or investment adviser (as 

applicable) and for which Adams Street Partners makes discretionary investments in private equity.  For each strategy listed in the chart, performance is shown on a 

composite basis for all investments in Core Portfolios that are within that strategy.  The returns presented in this chart do not represent returns achieved by any particular 

Adams Street Partners fund or any investor in an Adams Street Partners fund. For Adams Street Partners funds’ net returns, please see the Adams Street Partners Net 

Performance chart in the notes section of this presentation. 

2. With respect to Adams Street Partners primary and secondary investments, IRRs are net of fees, carried interest and expenses charged to the underlying private equity 

funds, but are gross of Adams Street Partners’ fees, carried interest and expenses, which reduce returns to investors. For the effect of Adams Street Partners’ fees, 

carried interest and expenses on Adams Street Partners’ fund returns to investors, please see Adams Street Partners Net Performance chart in the notes section of this 

presentation. There can be no guarantee that unrealized investments will ultimately be liquidated at the values reflected in this return data. With respect to Adams Street 

Partners direct and co-investment funds included in this data, performance is net of Adams Street Partners’ fees, carried interest and expenses.  

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

4. Inception date as of November 1, 1979. 

5. Inception date as of August 29, 1986. 

6. Inception date as of February 21, 1985. 

7. Inception date as of March 1, 1989. Composite since inception IRR is net of Adams Street Partners’ fees, carried interest and expenses. IVCF II, a component of this 

composite, charged only management fees and expenses. Includes IVCF II (invested in both partnerships and direct portfolio companies), IVCF III, BVCF IV, AS V, AS 

2006, AS 2007, AS 2008, AS 2009, AS 2010, AS 2011, AS 2012, AS 2013, AS 2014, AS 2015 and AS Venture/Growth VI. 

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

^  For some periods, it was not possible to calculate traditional PME because the pace of distributions would have created a short position in the public index.  In these 

cases PME is calculated using the “Direct Alpha” PME methodology (Gredil, Griffiths, Stucke, “Benchmarking Private Equity: The Direct Alpha Method,” 2014). 

Mathematically, Direct Alpha PME is equal to the IRR of the future value of cash flows, where future value is based on the return of the benchmark index, less than the IRR 

of the actual value of the cash flows. 

Past performance is not a guarantee of future results. 

As September 30, 2015 



The page entitled “Notes to Performance: Adams Street Partners Net Performance.” included on the following page of this presentation, is an important component of this performance 

data. Past performance is not a guarantee of future results. 

Gross IRR Net IRR PME* Net Multiple

Brinson Partnership 1996 Subscription 16.93% 14.22% 6.8%^ 1.69x

Brinson Partnership 1997 Subscription 15.10% 12.16% 3.4%^ 1.62x

Brinson Partnership 1998 Subscription 6.88% 5.03% 3.1%^ 1.35x

Brinson Partnership 1999 Subscription 7.65% 5.77% 4.2%^ 1.40x

Brinson Partnership 2000 Subscription 9.41% 7.33% 5.2%^ 1.49x

Brinson Partnership 2001 Subscription 10.96% 8.70% 6.4%^ 1.56x

Adams Street Partnership Fund - 2002 Non-U.S. Fund, LP 14.21% 11.76% 7.9%^ 1.70x

Adams Street Partnership Fund - 2002 U.S. Fund, LP 10.69% 8.59% 6.3% 1.60x

Adams Street Partnership Fund - 2003 Non-U.S. Fund, LP 12.44% 9.92% 5.2% 1.56x

Adams Street Partnership Fund - 2003 U.S. Fund, LP 9.93% 7.95% 6.3% 1.54x

Adams Street Partnership Fund - 2004 Non-U.S. Fund, LP 8.25% 6.22% 3.3% 1.38x

Adams Street Partnership Fund - 2004 U.S. Fund, LP 8.90% 7.09% 6.5% 1.47x

Adams Street Partnership Fund - 2005 Non-U.S. Fund, LP 6.69% 5.05% 2.4% 1.32x

Adams Street Partnership Fund - 2005 U.S. Fund, LP 8.60% 6.94% 7.4% 1.45x

Adams Street 2006 Direct Fund, L.P. 10.79% 7.33% 6.8% 1.69x

Adams Street Partnership Fund - 2006 Non-U.S. Fund, LP 7.41% 5.75% 3.0% 1.33x

Adams Street Partnership Fund - 2006 U.S. Fund, LP 8.89% 7.12% 8.1% 1.40x

Adams Street 2007 Direct Fund, L.P. 15.23% 10.87% 8.3% 1.88x

Adams Street Partnership Fund - 2007 Non-U.S. Fund, LP 9.36% 7.30% 3.8% 1.35x

Adams Street Partnership Fund - 2007 U.S. Fund, LP 14.32% 12.07% 10.2% 1.60x

Adams Street 2008 Direct Fund, L.P. 21.08% 15.29% 12.0% 2.00x

Adams Street Partnership Fund - 2008 Non-U.S. Fund, L.P. 12.83% 9.70% 4.0% 1.34x

Adams Street Partnership Fund - 2008 U.S. Fund, L.P. 19.06% 16.10% 12.6% 1.65x

Adams Street 2009 Direct Fund, L.P. 24.37% 17.07% 14.0% 1.77x

Adams Street Partnership Fund - 2009 Non-U.S. Developed Markets, L.P. 12.07% 7.53% 4.2% 1.18x

Adams Street Partnership Fund - 2009 Non-U.S. Emerging Markets Fund, L.P. 11.73% 8.63% -4.7% 1.24x

Adams Street Partnership Fund - 2009 U.S. Fund, L.P. 19.06% 15.24% 12.6% 1.48x

Adams Street 2010 Direct Fund, L.P. 22.47% 15.09% 12.2% 1.54x

Adams Street Partnership Fund - 2010 Non-U.S. Developed Markets Fund, L.P. 11.52% 7.00% 3.9% 1.16x

Adams Street Partnership Fund - 2010 Non-U.S. Emerging Markets Fund, L.P. 14.26% 11.04% -7.2% 1.24x

Adams Street Partnership Fund - 2010 U.S. Fund, L.P. 20.46% 16.41% 11.6% 1.47x

Adams Street 2011 Direct Fund LP 32.86% 22.93% 10.7% 1.64x

Adams Street 2011 Emerging Markets Fund LP 15.29% 12.00% -7.6% 1.26x

Adams Street 2011 Non-US Developed Markets Fund LP 11.86% 7.27% 3.5% 1.14x

Adams Street 2011 US Fund LP 18.61% 14.64% 11.2% 1.33x

Adams Street 2012 Developed Markets Fund LP 15.09% 6.36% -2.9% 1.08x

Adams Street 2012 Direct Fund LP 44.03% 20.73% 7.3% 1.37x

Adams Street 2012 Emerging Markets Fund LP 10.05% 5.51% -11.0% 1.08x

Adams Street 2012 Global Fund LP 14.99% 8.34% 1.5% 1.11x

Adams Street 2012 US Fund LP 13.16% 6.65% 5.1% 1.09x

Performance in USD
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Adams Street Partners Net Performance 
As of September 30, 2015 



Notes to Performance: 

Adams Street Partners Net Performance 
As of September 30, 2015 

Note:  Brinson Partnership Subscription gross and net IRR presents representative subscription performance of a subscriber that followed Adams Street Partners’ recommended allocation and pays the 

highest fees. For Adams Street Funds, actual commingled fund performance gross and net IRR are presented. Gross IRRs are net of management fees, carried interest and expenses charged to the 

underlying private equity funds, in the case of primary and secondary funds, but gross of Adams Street Partners’ management fees and carried interest, which reduce returns to investors. Net IRRs are net of 

Adams Street Partners’ management fees, carried interest and expenses as well as net of management fees, carried interest and expenses charged to the underlying private equity funds (in the case of 

primary and secondary funds). Capital-weighted annualized returns from inception through quarter end. There can be no guarantee that unrealized investments will ultimately be liquidated at the values 

reflected in this return data. Each Brinson Partnership Subscription includes fund allocations made within a series of pooled investment vehicles. Performance for vintage years later than 2013 is not shown 

because performance early in a fund’s life is not generally meaningful due to fee drag and immature investments. Past performance is not a guarantee of future results.  

 

*Public Market Equivalent (PME) is calculated using the S&P 500 Index for Brinson Partnership Subscription, US Funds and Direct Funds; MSCI EAFE (Europe, Australasia, Far East) for Non-US and Non-US 

Developed Funds; MSCI Emerging for Emerging Markets Funds; and MSCI World for Global Funds. The PME calculation is based on the Net IRR cash flows which reflects the payments of fees, carried 

interest and expenses.  

 

^During some periods in which Adams Street Partners investments outperformed the benchmark by a substantial margin, PME could not be calculated because the tracking position in the underlying 

benchmark index would have resulted in a short position. In these cases, the PME is calculated using the  “Direct Alpha” PME methodology (Gredil, Griffiths, Stucke, “Benchmarking Private Equity: The Direct 

Alpha Method,” 2014).  Mathematically, Direct Alpha PME is equal to the IRR of the future value of the cash flows underlying the IRR calculation, where future value is based on the return of the benchmark 

index, less the IRR of the actual value of the cash flows. 
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AGENDA ITEM III.C. 
 

BOARD ACTION REQUESTED 
 

TO:    State Investment Board    
 
FROM:   Eric Chin, Darren Schulz and Dave Hunter 
 
DATE:   February 19, 2016  
 
SUBJECT:  Private Equity Recommendation – Adams Street Partners 
______________________________________________________________________ 

 
Background: 
 

Following a review of existing and prospective private equity (“PE”) managers currently in the 
marketplace, RIO recommends making a new “follow-on” commitment to the Adams Street 
Partners (“Adams Street” or “ASP”) Global Fund for 2016.  Adams Street is our largest PE 
manager (at over $40 million) and has consistently generated the strongest returns (within PE) 
for our clients over the past 26 years. 
       1-Yr. 3-Yrs.     5-Yrs.   10-Yrs.  Inception 
Net IRR for Adams Street Partners Investment  8.9% 14.5%   12.8%    13.6%    11.0% 
 
It is important to note that SIB clients within the $4.6 billion Pension Trust currently have a 5% 
(or $230 million) target allocation to PE versus an actual allocation of approximately $175 
million.  In order to reduce this $55 million underweight position, RIO recommends the 
SIB approve a new commitment to the ASP 2016 Global Fund of up to $30 million.  
   
RIO notes the SIB previously approved a similar $30 million commitment to the ASP 2015 
Global Fund last September and is working with Callan to identify one new strategic 
partner to complement Adams Street and re-establish our clients’ long-term commitment 
to this asset class.  RIO and Callan intends to bring our two PE finalists to the SIB for approval 
on March 18th.  RIO is also working with Callan to confirm our investment pacing schedule over 
the next five-years.  Investment pacing plays an important role in gradually re-building our PE 
portfolio so as to prevent the potential adverse effects of vintage year concentration risk.  The 
establishment of two strategic partners in this long-term investment will also help us to minimize 
future investment fees.  Given expected capital distributions on existing PE assets over the next 
five years, Callan and ASP believes private equity commitments will likely need to range from 
$50 million to $70 million per year, respectively, over the next five years.  Assuming we identify 
one additional investment firm, future PE commitments would likely be split on a 50/50 basis 
(e.g. $30 million per year for each firm). 
 
RIO has discussed this proposal with Callan who confirms RIO’s recommendation to re-
build our clients PE allocation “using Adams Street and one of two other strategic 
partners".  Gary Robertson, SVP and Manager of Callan’s Private Equity Research, further 
noted that Adams Street “is highly respected and really well liked by Callan as a private equity 
fund of funds manager” and given high marks for “overall operations, responsive client service 
teams and a long-standing commitment to enhanced financial reporting systems”.   
 
 



RIO Due Diligence: 
 

During the past two years, RIO has met with over two dozen private equity investment and 
consulting firms including Adams Street, BlackRock, Capital Group, Carlyle Group, Cogent, 
CorsAir, Credit Suisse, Crestline, Evercore, Goldman Sachs, Hamilton Lane, HarbourVest, 
Invest America, JPMorgan, KKR, Matlin Patterson, Pantheon, Partners Group, Pathway, 
Portfolio Advisors, Public Pension Capital, Quantum Energy Partners, RCP Investors and UBS.  
During the course of our due diligence, we have been impressed with nearly all investment 
managers desire to work with us to enhance our overall private equity portfolio including the 
willingness to offer preferential pricing for a long-term relationship.  RIO notes that ASP has 
served as the SIB’s longest term, strategic partner within PE and provided our clients 
with a reasonable return premium versus public equity (5% versus MSCI World Index and 
4% versus the Russell 3000 Index since inception).  Over the long-term, ASP expects to 
generate a 3% to 4% return premium versus public equity (after all fees). 

 
Rationale: 
 

Overall, our PE returns have underperformed the public and private markets over the past 5 
years.  As previously noted (during our Private Equity Update), however, our ASP investments 
have consistently generated a strong rate of return after all fees and expenses including an 
inception to date net internal rate of return (“Net IRR”) of approximately 11%.  Going forward, 
RIO and Callan believe that SIB client allocations to PE should be implemented by maintaining 
strategic partnerships with only a few established partners in order to ensure that we obtain the 
best ideas from confirmed market leaders at a reasonable price.  This approach has effectively 
already been implemented by the SIB within other major asset classes including JPMorgan and 
Grosvenor (for infrastructure) and JPMorgan and Invesco (in real estate).  This strategic focus 
will allow RIO personnel to efficiently maintain oversight of our overall PE allocation while 
opportunistically considering reverse proposals by PE firms to further rationalize our asset 
allocation to private equity.   

 
Key Terms: 
 

Fund Name:    Adams Street 2016 Global Fund LP 
General Partner: Adams Street Partners 
Fund Term:  15 years after final close 
Borrowing:  Up to 25% 
Commitment Period: 3 years from final close 
Return Objective: Net IRR in excess of 13% 
Management Fee: 0.63% for $30 million 
Carried Interest: 0% primary (~65%); 10% secondary/co-invest (~25%); 20% direct (~10%)  
Preferred Return: 7% for secondary and co-investments 
Example: Fund of Funds (primary, secondary, co-invest) (~ 90%); Direct (~ 10%) 

 
Recommendation: 
 

RIO recommends the SIB approve up to a $30 million commitment to the Adams Street 
2016 Global Fund.   
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1 Fourth Quarter 2015 Knowledge. Experience. Integrity. 

Agenda 

● Review economic and market environment for periods ended December 31, 2015 

● Pension Trust Quarterly Review 
– Results and Observations 

● Insurance Trust Quarterly Review 
– Results and Observations 



2 Fourth Quarter 2015 Knowledge. Experience. Integrity. 

U.S. Economy 

● Initial estimates show that U.S. economy grew at 0.7% in the fourth quarter, up 2.4% for 2015. 
● December headline inflation was up 0.7% year over year, core inflation rose 2.1%.  
● The unemployment rate was 5.0% at quarter end, down 0.6% from the start of the year. 
● Payroll growth increased with an average addition of 284,000 jobs per month in 4Q15, up from 174,000 in 3Q15. 

Wages ended the year up 2.5% from January 2015. 
● WTI oil price is down 30.5% from the start of 2015. 

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

Periods Ending December 31, 2015 
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Asset Class Performance 
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Domestic, Developed, and Emerging Stock Returns 

Last Quarter Last Year Last 3 Years Last 5 Years Last 7 Years
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5 Fourth Quarter 2015 Knowledge. Experience. Integrity. 

Recent Treasury Yield Curve 
As of December 31, 2015 

Source: U.S. Department of the Treasury 
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U.S. Fixed Income 
As of December 31, 2015 

Source: Barclays 
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Sovereign Bonds 
Yields as of 12/31/2015 

Source: Eaton Vance, Bloomberg. 
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Real Estate 
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Consolidated Pension Trusts 
Quarterly Review 
• Public Employees Retirement 

System 
• Teachers’ Fund for Retirement 
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Consolidated Pension Trust  Allocation 
As of December 31, 2015 

Actual Asset Allocation

Domestic Equity
22%

Domestic Fixed Income
18%

International Equity
15%

Int'l Fixed Income
5%

Global Real Estate
11%

World Equity
16%

Private Equity
4%

Timber
3%

Infrastructure
5%

Cash Equivalents
1%

Target Asset Allocation

Domestic Equity
21%

Domestic Fixed Income
17%

International Equity
14%

Int'l Fixed Income
5%Global Real Estate

10%

World Equity
16%

Private Equity
5%

Timber
5%

Infrastructure
5%

Cash Equivalents
1%

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Domestic Equity       1,014,213   22.1%   21.4%    0.7%          33,113
Domestic Fixed Income         831,760   18.1%   17.3%    0.8%          38,627
International Equity         680,198   14.8%   14.4%    0.4%          20,018
Int'l Fixed Income         220,253    4.8%    5.0% (0.2%) (8,976)
Global Real Estate         493,077   10.8%    9.9%    0.9%          39,204
World Equity         734,984   16.0%   16.0%    0.0%           1,451
Priv ate Equity         175,494    3.8%    5.0% (1.2%) (53,735)
Timber         150,949    3.3%    5.0% (1.7%) (78,280)
Inf rastructure         215,738    4.7%    5.0% (0.3%) (13,491)
Cash Equiv alents          67,915    1.5%    1.0%    0.5%          22,069
Total       4,584,582  100.0%  100.0%
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PERS Allocation 
As of December 31, 2015 

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%

Actual Asset Allocation

Domestic Equity
22%

Domestic Fixed Income
18%

International Equity
15%

Intl Fixed Income
5%

Real Estate
11%

World Equity
16%

Private Equity
4%

Timber
3%

Infrastructure
5%

Cash & Equivalents
2%

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Domestic Equity         525,261   22.1%   21.4%    0.7%          17,777
Domestic Fixed Income         424,168   17.9%   17.0%    0.9%          21,027
International Equity         355,949   15.0%   14.6%    0.4%           9,722
Intl Fixed Income         115,049    4.9%    5.0% (0.1%) (3,522)
Real Estate         254,893   10.7%   10.0%    0.7%          17,751
World Equity         381,946   16.1%   16.0%    0.1%           2,519
Priv ate Equity          88,043    3.7%    5.0% (1.3%) (30,528)
Timber          76,247    3.2%    5.0% (1.8%) (42,323)
Inf rastructure         109,140    4.6%    5.0% (0.4%) (9,431)
Cash & Equiv alents          40,723    1.7%    1.0%    0.7%          17,009
Total       2,371,419  100.0%  100.0%
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PERS Performance and Attribution 

1 Year Ended 12/31/15 
Gross: 0.85% 
Net: 0.53% 
Target: 0.04% 
Net Added: 0.49% 

As of December 31, 2015 

One Year Relative Attribution Effects

(0.5%) 0.0% 0.5% 1.0% 1.5%

Domestic Equity

Domestic Fixed Income

Real Estate

Infrastructure

Timberland

International Equity

International Fixed Incom

Private Equity

World Equity

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

One Year Relative Attribution Effects
Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Domestic Equity 23% 21% 1.62% (0.25%) 0.43% (0.05%) 0.38%
Domestic Fixed Income 18% 17% 0.41% (0.89%) 0.23% (0.03%) 0.20%
Real Estate 10% 10% 15.26% 13.33% 0.16% (0.05%) 0.12%
Infrastructure 4% 5% (0.02%) 0.38% (0.01%) (0.02%) (0.03%)
Timberland 4% 5% 5.68% 4.97% 0.04% (0.08%) (0.04%)
International Equity 15% 15% (1.43%) (4.28%) 0.43% (0.06%) 0.38%
International Fixed Incom 5% 5% (7.24%) (6.02%) (0.08%) 0.01% (0.07%)
Private Equity 4% 5% (8.23%) (8.23%) 0.00% 0.07% 0.07%
World Equity 16% 16% (1.97%) (0.87%) (0.18%) (0.03%) (0.21%)
Cash & Equivalents 1% 1% 0.11% 0.05% 0.00% 0.01% 0.01%

Total = + +0.85% 0.04% 1.03% (0.22%) 0.81%
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PERS Performance and Attribution 

5.5 Years Ended 12/31/15 
Gross: 9.46% 
Net: 9.10% 
Target: 8.64% 
Net Added: 0.46% 

As of December 31, 2015 

Five and One-Half Year Annualized Relative Attribution Effects
Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Domestic Equity 28% 27% 15.81% 15.23% 0.08% 0.11% 0.18%
Domestic Fixed Income 20% 20% 5.81% 4.13% 0.28% (0.05%) 0.23%
Real Estate 9% 9% 15.65% 12.70% 0.21% 0.01% 0.23%
Timber 4% 4% - - (0.27%) (0.06%) (0.33%)
Infrastructure 3% 4% - - 0.16% 0.09% 0.25%
Interntional Equity 16% 16% 7.09% 4.88% 0.33% (0.07%) 0.27%
International Fixed Incom 5% 5% 2.84% 0.87% 0.11% (0.01%) 0.10%
Private Equity 5% 5% 3.76% 3.76% 0.00% (0.05%) (0.05%)
World Equity 10% 10% - - 0.01% (0.05%) (0.03%)
Cash & Equivalents 1% 1% 0.09% 0.08% 0.00% (0.02%) (0.02%)

Total = + +9.46% 8.64% 0.91% (0.09%) 0.82%

Five and One-Half Year Annualized Risk vs Return
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Asset class composite results 

• Public market asset classes are all above their respective medians except cash 

• U.S. equity, fixed income, and real estate returns in top quartile 

PERS’ results vs other Public Funds 

Total Asset Class Performance
Five and One-Half Years Ended December 31, 2015
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10th Percentile 15.90 5.20 8.44 4.86 15.82 3.15
25th Percentile 15.67 4.49 7.72 3.25 14.63 0.50

Median 15.27 3.82 6.46 2.43 13.04 0.16
75th Percentile 14.75 2.96 5.26 1.37 12.60 (0.04)
90th Percentile 14.07 2.22 3.58 (0.04) 12.05 (1.15)

Asset Class Composite 15.81 5.81 7.09 2.84 15.65 0.09

Composite Benchmark 15.23 4.13 4.88 0.87 9.74 0.08

Weighted
Ranking

17
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TFFR Allocation 
As of December 31, 2015 

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%

Actual Asset Allocation

Domestic Equity
22%

Domestic Fixed Income
18%

International Equity
15%

Intl Fixed Income
5%

Real Estate
11%

World Equity
16%

Private Equity
4%

Timber
3%

Infrastructure
5%

Cash & Equivalents
1%

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Domestic Equity         451,887   22.2%   21.4%    0.8%          16,128
Domestic Fixed Income         361,670   17.8%   17.0%    0.8%          15,506
International Equity         304,547   15.0%   14.6%    0.4%           7,253
Intl Fixed Income          97,532    4.8%    5.0% (0.2%) (4,281)
Real Estate         222,901   10.9%   10.0%    0.9%          19,275
World Equity         324,514   15.9%   16.0% (0.1%) (1,287)
Priv ate Equity          80,813    4.0%    5.0% (1.0%) (21,000)
Timber          69,159    3.4%    5.0% (1.6%) (32,654)
Inf rastructure          97,718    4.8%    5.0% (0.2%) (4,095)
Cash & Equiv alents          25,519    1.3%    1.0%    0.3%           5,156
Total       2,036,260  100.0%  100.0%
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TFFR Performance and Attribution 

1 Year Ended 12/31/15 
Gross: 0.96% 
Net: 0.64% 
Target: 0.14% 
Net Added: 0.50% 

As of December 31, 2015 
One Year Relative Attribution Effects

(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

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 22% 21% 1.61% (0.25%) 0.42% (0.02%) 0.39%
Domestic Fixed Income 18% 17% 0.39% (0.89%) 0.23% (0.03%) 0.20%
Real Estate 10% 10% 15.26% 13.33% 0.17% 0.01% 0.18%
Infrastructure 5% 5% (0.02%) 0.38% (0.01%) (0.01%) (0.02%)
Timber 4% 5% 5.70% 4.97% 0.04% (0.07%) (0.03%)
International Equity 15% 15% (0.94%) (3.59%) 0.40% (0.07%) 0.33%
International Fixed Incom 5% 5% (7.24%) (6.02%) (0.07%) (0.00%) (0.07%)
Private Equity 4% 5% (8.23%) (8.23%) 0.00% 0.05% 0.05%
World Equity 16% 16% (1.97%) (0.87%) (0.17%) (0.04%) (0.21%)
Cash & Equivalents 1% 1% 0.11% 0.05% 0.00% 0.00% 0.00%

Total = + +0.96% 0.14% 1.00% (0.18%) 0.82%
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TFFR Performance and Attribution 

5.5 Years Ended 12/31/15 
Gross: 9.77% 
Net: 9.41% 
Target: 8.63% 
Net Added: 0.78% 

As of December 31, 2015 

Five and One-Half Year Annualized Relative Attribution Effects
Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Domestic Equity 28% 27% 15.82% 15.22% 0.09% 0.10% 0.18%
Domestic Fixed Income 18% 17% 5.83% 4.16% 0.29% (0.03%) 0.26%
Real Estate 10% 10% 15.65% 12.70% 0.27% 0.03% 0.30%
Timber 4% 4% - - (0.26%) (0.01%) (0.27%)
Infrastructure 3% 4% - - 0.16% 0.11% 0.28%
International Equity 18% 18% 7.33% 5.19% 0.40% (0.03%) 0.38%
International Fixed Incom 5% 5% 2.84% 0.87% 0.11% (0.01%) 0.10%
Private Equity 5% 5% 3.79% 3.79% 0.00% (0.04%) (0.04%)
World Equity 10% 10% - - 0.01% (0.05%) (0.03%)
Cash & Equivalents 1% 1% 0.09% 0.08% 0.00% (0.01%) (0.01%)

Total = + +9.77% 8.63% 1.07% 0.07% 1.15%

Five and One-Half Year Annualized Risk vs Return
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Asset Class Composite Results 

● Public market asset classes are all above their respective medians except cash 
● U.S. equity, fixed income, and real estate returns in top quartile 

TFFR’s asset class results vs other Public Pension Funds 

Total Asset Class Performance
Five and One-Half Years Ended December 31, 2015
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10th Percentile 15.90 5.20 8.44 4.86 15.82 3.15
25th Percentile 15.67 4.49 7.72 3.25 14.63 0.50

Median 15.27 3.82 6.46 2.43 13.04 0.16
75th Percentile 14.75 2.96 5.26 1.37 12.60 (0.04)
90th Percentile 14.07 2.22 3.58 (0.04) 12.05 (1.15)

Asset Class Composite 15.82 5.83 7.33 2.84 15.65 0.09

Composite Benchmark 15.22 4.16 5.19 0.87 9.74 0.08

Weighted
Ranking

17
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Consolidated Pension Trust: Total Fund versus Peer Group 

● Except for the most recent quarter, above median and beating the target for the last 5 years! 

As of December 31, 2015 
Public Fund Sponsor Database
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Last Last Last Last Last
Quarter Year 3 Years 5 Years 10 Years

(62)(66)

(31)
(58)

(42)

(67)
(39)

(69)
(73)(53)

10th Percentile 3.70 1.73 9.07 8.28 6.52
25th Percentile 3.35 1.04 8.34 7.73 6.15

Median 2.96 0.33 7.50 6.99 5.78
75th Percentile 2.44 (0.61) 6.29 6.28 5.33
90th Percentile 1.78 (1.40) 4.92 5.46 4.77

Total Fund 2.75 0.88 7.86 7.29 5.38

Policy Target 2.63 0.09 6.65 6.43 5.72
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Consolidated Pension Trust: U.S. Equity 

● Except for the most recent quarter, consistently above median and beating the benchmark for 
the last 5 years! 

As of December 31, 2015 
Performance vs Pub Pln- Domestic Equity (Gross)

(10%)

(5%)

0%

5%

10%

15%

20%

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

(55)(51)

(33)
(72)

(9)

(74)

(21)
(64)

(4)
(62)

(11)
(53)

(90)
(51)

10th Percentile 6.27 (0.71) 1.56 6.52 15.23 12.52 7.90
25th Percentile 6.10 (1.62) 1.00 6.16 14.96 12.17 7.58

Median 5.87 (2.15) 0.36 5.72 14.50 11.85 7.28
75th Percentile 5.58 (2.74) (0.32) 5.02 13.95 11.15 6.96
90th Percentile 5.32 (3.37) (1.40) 4.23 13.36 10.54 6.43

Domestic Equity 5.82 (1.77) 1.59 6.28 15.73 12.48 6.39

Domestic
Equity Target 5.85 (2.62) (0.27) 5.39 14.30 11.81 7.27
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● The Pension Trust’s International Equity pool’s returns consistently exceed index and median peer 
returns. 

Consolidated Pension Trust: International Equity 
As of December 31, 2015 

Performance vs Pub Pln- International Equity (Gross)

(15%)

(10%)

(5%)

0%

5%

10%

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

(10)
(28)

(25)
(50)

(20)

(57)

(19)

(63)

(26)

(62)
(29)

(68)

(13)

(64)

10th Percentile 4.58 (6.22) (0.12) (1.50) 5.91 4.56 4.90
25th Percentile 3.97 (7.28) (1.64) (2.41) 4.65 3.75 4.36

Median 3.38 (8.53) (3.57) (3.42) 3.04 2.37 3.58
75th Percentile 2.79 (9.90) (6.22) (4.69) 1.68 1.29 2.52
90th Percentile 1.82 (11.70) (9.22) (6.60) (0.61) (0.43) 1.07

International Equity 4.62 (7.28) (1.24) (2.13) 4.63 3.48 4.73

International
Equity Target 3.81 (8.55) (3.99) (4.12) 2.40 1.55 3.15
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Consolidated Pension Trust: U.S. Fixed Income 

● Except for within the last 12 months, Pension Trust’s fixed income program has completely 
dominated its peers! 

As of December 31, 2015 
Performance vs Pub Pln- Domestic Fixed (Gross)

(3%)

(2%)

(1%)

0%

1%

2%

3%

4%

5%

6%

7%

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

(16)

(97) (71)
(85)

(38)

(84)

(10)

(78)

(3)

(39)

(5)

(41)

(9)
(22)

10th Percentile (0.33) 0.74 1.30 4.10 2.48 4.85 5.82
25th Percentile (0.47) 0.45 0.78 3.25 1.77 4.31 5.27

Median (0.60) (0.08) 0.31 2.63 1.36 3.64 4.82
75th Percentile (0.74) (1.17) (0.33) 2.15 1.01 3.20 4.17
90th Percentile (0.90) (1.60) (1.36) 1.65 0.67 2.23 3.75

Domestic
Fixed Income (0.40) (1.03) 0.48 4.09 3.34 5.44 5.83

Domestic Fixed
Income Target (0.99) (1.42) (0.80) 2.05 1.54 3.81 5.29
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Consolidated Pension Trust: International Fixed Income 

● Except for the last year and fiscal YTD, the International Fixed Income allocation outperforms its 
index for all timeframes. 

As of December 31, 2015 
Performance vs Public Fund - International Fixed (Gross)

(15%)

(10%)

(5%)

0%

5%

10%

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

(73)(90)

(50)

(24)

(100)
(65)

(71)

(91)
(78)

(87)

(58)

(82)

(43)
(88)

10th Percentile 0.30 0.55 0.67 4.07 2.00 4.53 5.87
25th Percentile (0.32) (0.87) (0.42) 0.33 (0.05) 2.76 4.98

Median (0.60) (3.04) (4.48) (2.91) (3.17) 1.40 4.30
75th Percentile (0.85) (6.30) (7.05) (3.11) (3.21) (0.21) 3.70
90th Percentile (1.26) (10.99) (7.06) (4.45) (4.35) (1.64) 3.21

International
Fixed Income (0.80) (2.97) (7.24) (3.00) (3.27) 1.24 4.61

International
Fixed Income Target (1.26) (0.62) (6.02) (4.56) (4.07) (0.83) 3.26



Consolidated Insurance Trust 
Quarterly Review 
• Workforce Safety & Insurance 
• Legacy Fund 
• Budget Stabilization Fund 
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Consolidated Insurance Trust Allocation 
As of December 31, 2015 

Actual Asset Allocation

Large Cap
9%

Small Cap
3%

International Equity
7%

Domestic Fixed Income
42%

Diversified Real Assets
11%

Real Estate
5%

Short Term Fixed Income
21%

Cash & Equivalents
2%

Target Asset Allocation

Large Cap
9%

Small Cap
3%

International Equity
7%

Domestic Fixed Income
42%Diversified Real Assets

11%

Real Estate
4%

Short Term Fixed Income
21%

Cash & Equivalents
3%

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Large Cap         225,072    9.2%    9.3% (0.1%) (2,294)
Small Cap          76,470    3.1%    3.1%    0.0%             681
International Equity         159,592    6.5%    6.8% (0.3%) (6,654)
Domestic Fixed Income      1,025,083   41.9%   42.2% (0.3%) (6,623)
Div ersif ied Real Assets         260,421   10.7%   10.9% (0.2%) (6,063)
Real Estate         124,736    5.1%    4.3%    0.8%          19,610
Short Term Fixed Income        512,551   21.0%   20.9%    0.1%           1,588
Cash & Equiv alents          60,875    2.5%    2.5%    0.0% (245)
Total       2,444,800  100.0%  100.0%
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WSI Allocation 
As of December 31, 2015 

Actual Asset Allocation

Large Cap Equity
12%

Small Cap Equity
4%
International Equity

9%

Domestic Fixed Income
53%

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 Dif f erence Dif f erence
Large Cap Equity         207,716   11.9%   12.0% (0.1%) (1,901)
Small Cap Equity          69,013    4.0%    4.0%    0.0% (859)
International Equity         150,763    8.6%    9.0% (0.4%) (6,450)
Domestic Fixed Income         920,000   52.7%   53.0% (0.3%) (5,808)
Div ersif ied Real Assets         256,576   14.7%   15.0% (0.3%) (5,445)
Real Estate         124,672    7.1%    6.0%    1.1%          19,864
Cash & Equiv alents          18,067    1.0%    1.0%    0.0%             599
Total       1,746,808  100.0%  100.0%
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WSI Performance and Attribution 
As of December 31, 2015 

One Year Relative Attribution Effects

(0.20%) (0.10%) 0.00% 0.10% 0.20% 0.30% 0.40% 0.50%

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

One Year Relative Attribution Effects

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

Asset Class Weight Weight Return Return Ef f ect Allocation Return
Large Cap Equity 12% 12% 2.10% 0.92% 0.14% (0.04%) 0.09%
Small Cap Equity 4% 4% (4.08%) (4.41%) 0.01% (0.02%) (0.01%)
Domestic Fixed Income 53% 53% 0.51% 0.55% (0.03%) (0.03%) (0.05%)
Real Estate 7% 6% 15.52% 13.33% 0.13% 0.07% 0.20%
International Equity 9% 9% 0.29% (0.81%) 0.10% (0.02%) 0.08%
Div ersif ied Real Assets 15% 15% (0.99%) (0.89%) (0.00%) 0.00% 0.00%
Cash & Equiv alents 1% 1% 0.01% 0.05% (0.00%) (0.00%) (0.00%)

Total = + +1.28% 0.97% 0.35% (0.04%) 0.31%
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WSI Performance and Attribution 
As of December 31, 2015 

Five and One-Half Year Annualized Relative Attribution Effects

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

Large Cap Equity

Small Cap Equity

Domestic Fixed Income

Real Estate

International Equity

Diversified Real Assets

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Five and One-Half Year Annualized Relative Attribution Effects

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

Asset Class Weight Weight Return Return Ef f ect Allocation Return
Large Cap Equity 11% 10% 16.54% 15.69% 0.09% 0.05% 0.14%
Small Cap Equity 4% 3% 14.79% 13.51% 0.04% (0.01%) 0.03%
Domestic Fixed Income 51% 52% 5.87% 3.16% 1.41% (0.05%) 1.36%
Real Estate 6% 6% 18.27% 12.70% 0.32% 0.03% 0.36%
International Equity 7% 8% 7.73% 6.38% 0.10% (0.04%) 0.06%
Div ersif ied Real Assets 20% 20% 4.27% 4.87% (0.12%) (0.00%) (0.12%)
Cash & Equiv alents 1% 1% 0.16% 0.08% 0.00% 0.00% 0.01%

Total = + +7.83% 5.99% 1.86% (0.01%) 1.84%
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Legacy Fund Allocation 
As of December 31, 2015 

Actual Asset Allocation

Large Cap Equity
22%

Small Cap Equity
8%

International Equity
20%

Domestic Fixed Income
35%

Diversified Real Assets
10%

Real Estate
6%

Cash & Equivalents
0%

Target Asset Allocation

Large Cap Equity
22%

Small Cap Equity
8%

International Equity
20%

Domestic Fixed Income
35%

Diversified Real Assets
10%

Real Estate
5%

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Large Cap Equity         765,986   21.7%   22.0% (0.3%) (8,959)
Small Cap Equity         268,767    7.6%    8.0% (0.4%) (13,032)
International Equity         695,847   19.8%   20.0% (0.2%) (8,649)
Domestic Fixed Income      1,229,243   34.9%   35.0% (0.1%) (3,623)
Div ersif ied Real Assets         349,350    9.9%   10.0% (0.1%) (2,897)
Real Estate         197,019    5.6%    5.0%    0.6%          20,895
Cash & Equiv alents          16,265    0.5%    0.0%    0.5%          16,265
Total       3,522,476  100.0%  100.0%
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Legacy Fund Performance and Attribution 

1 Year Ended 12/31/15 
Gross: 1.15% 
Net: 0.91% 
Target: 0.40% 
Net Added: 0.51% 

As of December 31, 2015 
One Year 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

Cash & Equivalents

Short Term Fixed Income

Total

Manager Effect Asset Allocation Total

One Year Relative Attribution Effects

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

Asset Class Weight Weight Return Return Ef f ect Allocation Return
Large Cap Equity 22% 22% 2.11% 0.92% 0.25% (0.06%) 0.20%
Small Cap Equity 8% 8% (4.22%) (4.41%) 0.01% (0.03%) (0.01%)
Domestic Fixed Income 35% 35% 0.49% 0.55% (0.03%) (0.05%) (0.08%)
Real Estate 5% 5% 15.57% 13.33% 0.10% 0.02% 0.12%
International Equity 20% 20% 0.37% (0.81%) 0.25% (0.03%) 0.22%
Div ersif ied Real Assets 10% 10% (0.32%) (3.70%) 0.33% (0.00%) 0.33%
Cash & Equiv alents 0% 0% 0.00% 0.00% 0.00% (0.02%) (0.02%)
Short Term Fixed Income 0% 0% - - 0.00% (0.00%) (0.00%)

Total = + +1.15% 0.40% 0.91% (0.17%) 0.74%
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Budget Stabilization Fund Allocation 
As of December 31, 2015 

Actual Asset Allocation

Short Term Fixed Income
83%

BND CDs
16%

Cash & Equivalents
1%

Target Asset Allocation

Short Term Fixed Income
83%

BND CDs
16%

Cash & Equivalents
1%

$000s Weight Percent $000s
Asset Class Actual Actual Target Dif f erence Dif f erence
Short Term Fixed Income        475,688   82.9%   83.0% (0.1%) (404)
BND CDs          90,036   15.7%   15.7%    0.0% (99)
Cash & Equiv alents           8,019    1.4%    1.3%    0.1%             503
Total         573,744  100.0%  100.0%
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Budget Stabilization Fund Overview 
As of December 31, 2015 

One Year Relative Attribution Effects

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

BND CDs
0.22%

(0.00%)
0.22%

Short Term Fixed Income
0.47%

0.00%
0.47%

Cash & Equivalents
(0.00%)

0.01%
0.01%

Total
0.69%

0.01%
0.70%

Manager Effect Asset Allocation Total

One Year Relative Attribution Effects

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

Asset Class Weight Weight Return Return Ef f ect Allocation Return
BND CDs 16% 16% 2.64% 1.32% 0.22% (0.00%) 0.22%
Short Term Fixed Income82% 82% 1.16% 0.57% 0.47% 0.00% 0.47%
Cash & Equiv alents 2% 1% 0.01% 0.05% (0.00%) 0.01% 0.01%

Total = + +1.37% 0.67% 0.69% 0.01% 0.70%
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Budget Stabilization Fund Overview 
As of December 31, 2015 

Five and One-Half Year Annualized Relative Attribution Effects

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

BND CDs
0.49%

0.29%
0.78%

Short Term Fixed Income
0.64%

0.32%
0.95%

Cash & Equivalents
0.01%
0.00%
0.01%

Total
1.13%

0.61%
1.75%

Manager Effect Asset Allocation Total

Five and One-Half Year Annualized Relative Attribution Effects

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

Asset Class Weight Weight Return Return Ef f ect Allocation Return
BND CDs 23% 16% 3.50% 1.27% 0.49% 0.29% 0.78%
Short Term Fixed Income73% 60% 1.82% 0.98% 0.64% 0.32% 0.95%
Cash & Equiv alents 4% 24% 0.16% 0.08% 0.01% 0.00% 0.01%

Total = + +2.15% 0.40% 1.13% 0.61% 1.75%
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Consolidated Insurance Trust: Domestic Equity 

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

● The fund has outperformed the benchmark and placed above median for the last one, two, three, 
and five year timeframes. 

As of December 31, 2015 
Performance vs Pub Pln- Domestic Equity (Gross)

(10%)

(5%)

0%

5%

10%

15%

20%

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

(86)(56)

(72)(77)

(49)
(76)

(48)(68)

(7)
(63)

(11)
(53)

(74)(68)

(64)(51)

10th Percentile 6.27 (0.71) 1.56 6.52 15.23 12.52 15.93 7.90
25th Percentile 6.10 (1.62) 1.00 6.16 14.96 12.17 15.53 7.58

Median 5.87 (2.15) 0.36 5.72 14.50 11.85 15.09 7.28
75th Percentile 5.58 (2.74) (0.32) 5.02 13.95 11.15 14.53 6.96
90th Percentile 5.32 (3.37) (1.40) 4.23 13.36 10.54 13.92 6.43

Domestic Equity 5.41 (2.63) 0.37 5.75 15.56 12.50 14.60 7.09

Domestic
Equity Target 5.79 (2.81) (0.34) 5.29 14.27 11.81 14.70 7.26
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Consolidated Insurance Trust: International Equity 

● Except for Fiscal YTD, the International Equity program has beaten the benchmark and placed in 
the top quartile of the peer group over the last seven years. 

As of December 31, 2015 
Performance vs Pub Pln- International Equity (Gross)

(15%)

(10%)

(5%)

0%

5%

10%

15%

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

(3)(9)

(16)
(7)

(6)
(17)

(20)
(34)

(6)
(20) (11)

(31)

(28)

(72)

(64)(75)

10th Percentile 4.58 (6.22) (0.12) (1.50) 5.91 4.56 10.20 4.90
25th Percentile 3.97 (7.28) (1.64) (2.41) 4.65 3.75 9.42 4.36

Median 3.38 (8.53) (3.57) (3.42) 3.04 2.37 8.23 3.58
75th Percentile 2.79 (9.90) (6.22) (4.69) 1.68 1.29 7.08 2.52
90th Percentile 1.82 (11.70) (9.22) (6.60) (0.61) (0.43) 5.28 1.07

International Equity 5.06 (6.75) 0.20 (2.18) 6.40 4.45 9.14 3.17

International
Equity Target 4.71 (6.01) (0.81) (2.88) 5.01 3.37 7.32 2.55
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Consolidated Insurance Trust: Domestic Fixed Income 

● Fixed Income has been an exceptionally well-performing asset in the Insurance Trust. 
 

As of December 31, 2015 
Performance vs Pub Pln- Domestic Fixed (Gross)

(4%)

(2%)

0%

2%

4%

6%

8%

10%

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

(6)
(45)

(37)
(13) (20)

(35)

(6)

(26)
(7)

(46)

(4)

(70)

(7)

(77)

(5)

(67)

10th Percentile (0.33) 0.74 1.30 4.10 2.48 4.85 7.97 5.82
25th Percentile (0.47) 0.45 0.78 3.25 1.77 4.31 6.78 5.27

Median (0.60) (0.08) 0.31 2.63 1.36 3.64 5.23 4.82
75th Percentile (0.74) (1.17) (0.33) 2.15 1.01 3.20 4.22 4.17
90th Percentile (0.90) (1.60) (1.36) 1.65 0.67 2.23 2.66 3.75

Domestic
Fixed Income (0.17) 0.25 0.89 4.24 2.86 5.80 8.13 5.92

Domestic Fixed
Inc. Target (0.57) 0.65 0.55 3.22 1.44 3.25 4.09 4.51



INVESTMENT PERFORMANCE SUMMARY REPORT
PENSION TRUST FUNDS

Quarter 
Ended

Current 
FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk
5 Yrs Ended

Risk Adj 
Excess Return
5 Yrs Ended

12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015

PUBLIC EMPLOYEES RETIREMENT SYSTEM (PERS)
2,371,419,312$           

Total Fund Return - Net 2.71% -2.47% 0.53% 7.49% 6.93% 7.83% 0.07%
Policy Benchmark Return 2.65% -2.07% 0.06% 6.66% 6.51% 7.43%
Attribution Analysis

Asset Allocation -0.04% -0.19% -0.27% -0.03% -0.11%
Manager Selection 0.08% -0.20% 0.74% 0.86% 0.53%

Total Relative Return 0.06% -0.39% 0.47% 0.83% 0.42% 105.4%

TEACHERS' FUND FOR RETIREMENT (TFFR)
2,036,260,471$           

Total Fund Return - Net 2.72% -2.40% 0.64% 7.60% 6.90% 8.34% 0.37%
Policy Benchmark Return 2.68% -2.00% 0.15% 6.74% 6.22% 7.95%
Attribution Analysis

Asset Allocation -0.05% -0.14% -0.18% 0.03% 0.06%
Manager Selection 0.07% -0.26% 0.67% 0.83% 0.63%

Total Relative Return 0.04% -0.40% 0.49% 0.86% 0.69% 104.8%

CITY OF BISMARCK EMPLOYEES PENSION
79,987,495$                

Total Fund Return - Net 2.17% -2.17% 0.65% 6.73% 6.91% 6.76% 0.28%
Policy Benchmark Return 2.01% -1.82% 0.17% 5.82% 6.27% 6.40%
Attribution Analysis

Asset Allocation -0.03% -0.05% -0.14% -0.09% -0.08%
Manager Selection 0.20% -0.31% 0.62% 1.01% 0.72%

Total Relative Return 0.17% -0.36% 0.48% 0.91% 0.64% 105.5%

CITY OF BISMARCK POLICE PENSION
33,013,643$                

Total Fund Return - Net 2.34% -2.53% 0.39% 6.92% 7.00% 7.34% 0.29%
Policy Benchmark Return 2.17% -2.18% -0.11% 6.03% 6.41% 7.02%
Attribution Analysis

Asset Allocation -0.02% -0.05% -0.16% -0.09% -0.08%
Manager Selection 0.19% -0.30% 0.65% 0.99% 0.66%

Total Relative Return 0.17% -0.34% 0.49% 0.89% 0.59% 104.5%

JOB SERVICE PENSION PLAN
93,985,042$                

Total Fund Return - Net 3.38% 0.15% 2.00% 6.95% 7.10% 6.02% 0.51%
Policy Benchmark Return 2.17% -0.64% 0.49% 5.43% 5.98% 5.50%
Attribution Analysis

Asset Allocation -0.27% -0.22% -0.22% -0.07% -0.13%
Manager Selection 1.47% 1.01% 1.73% 1.59% 1.24%

Total Relative Return 1.20% 0.79% 1.52% 1.52% 1.12% 109.5%

December 31, 2015

AGENDA ITEM III.D.2.



INVESTMENT PERFORMANCE SUMMARY REPORT
PENSION TRUST FUNDS

Quarter 
Ended

Current 
FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk
5 Yrs Ended

Risk Adj 
Excess Return
5 Yrs Ended

12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015

December 31, 2015

CITY OF GRAND FORKS PENSION PLAN
55,321,141$                

Total Fund Return - Net 2.80% -2.67% -0.14% 7.58% 7.30% 7.61% 0.20%
Policy Benchmark Return 2.68% -2.38% -0.62% 6.84% 6.79% 7.28%
Attribution Analysis

Asset Allocation -0.02% -0.08% -0.11% -0.05% 0.03%
Manager Selection 0.14% -0.22% 0.60% 0.80% 0.49%

Total Relative Return 0.12% -0.30% 0.48% 0.74% 0.51% 104.5%

GRAND FORKS PARK DISTRICT PENSION PLAN
5,770,147$                  

Total Fund Return - Net 3.32% -1.73% 0.66% 8.38% 7.55% 8.14% -0.09%
Policy Benchmark Return 3.11% -1.84% -0.22% 7.51% 7.19% 7.65%
Attribution Analysis

Asset Allocation -0.02% 1.21% -0.02% -0.01% -0.06%
Manager Selection 0.23% -1.10% 0.90% 0.89% 0.41%

Total Relative Return 0.21% 0.11% 0.88% 0.87% 0.35% 106.3%



December 31, 2015

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 2016 by Callan

Associates Inc.



Table of Contents
December 31, 2015

Executive Summary

Active Management Overview 2

Capital Market Review 3

NDSIB - Consolidated Pension 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 39

NDSIB - Public Employees Retirement System

Actual vs Target Asset Allocation 45

Quarterly Total Fund Attribution 46

Cumulative Total Fund Attribution 47

Cumulative Performance 51

Historical Asset Allocation 52

Asset Class Risk and Return 53

Total Fund Ranking 54

Asset Class Rankings 55

Asset Class Allocation 56

Asset Class Returns 57

NDSIB - Teachers Fund For Retirement

Actual vs Target Asset Allocation 60

Quarterly Total Fund Attribution 61

Cumulative Total Fund Attribution 62

Cumulative Performance 66

Historical Asset Allocation 67

Asset Class Risk and Return 68

Total Fund Ranking 69

Asset Class Rankings 70

Asset Class Allocation 71

Asset Class Returns 72



Table of Contents
December 31, 2015

Manager Evaluation

Domestic Equity

L.A. Capital Management 75

L.A. Capital Management Enhanced Index 76

Northern Trust AM Enhanced S&P 500 77

Parametric Clifton Enhanced S&P 78

Callan 79

Parametric Clifton Enhanced Small Cap 80

International Equity

Capital Group 82

DFA International Small Cap Value Fund 83

Northern Trust AM World ex US 84

Wellington Management Company 85

Axiom Emerging Markets 86

DFA Emerging Markets 87

World Equity

EPOCH Investment Partners 89

LSV Asset Management 90

Private Equity

Investment Manager Returns 92

Domestic Fixed Income

Declaration Total Return 94

J.P. Morgan MBS 95

PIMCO DiSCO II 96

PIMCO MBS 97

PIMCO Unconstrained 98

SSgA Long US Treasury Index 99

Goldman Sachs 2006 Offshore 100

Goldman Sachs Offshore Fund V 101

Loomis Sayles 102

PIMCO Bravo II Fund 103

International Fixed Income

Brandywine Asset Management 105

UBS Global Asset Management 106

Real Estate

Performance vs Total Real Estate Database 108



Table of Contents
December 31, 2015

Timber

TIR Teredo 110

TIR Springbank 111

Infrastructure

JP Morgan Asian Infrastructure 113

JP Morgan Infrastructure Fund 114

Grosvenor Cust. Infrastructure 115

Grosvenor Cust. Infrastructure II 116

Callan Research/Education 117

Disclosures 120



Market Overview
Active Management vs Index Returns

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

Range of Separate Account Manager Returns by Asset Class
One Quarter Ended December 31, 2015

R
e
tu

rn
s

(4%)

(2%)

0%

2%

4%

6%

8%

10%

Domestic Non-US Domestic Non-US Real Cash
Equity Equity Fixed Income Fixed Income Estate Equivalents

vs vs vs vs vs vs
S&P 500 MSCI EAFE Barclays Aggr Bd Citi Non-US Gov NCREIF Index 3 Mon T-Bills

(16)

(48)

(66)
(77)

(52)

(64)

10th Percentile 7.45 6.42 (0.19) 0.41 4.48 0.11
25th Percentile 6.38 5.66 (0.34) (0.81) 3.58 0.08

Median 4.72 4.65 (0.45) (1.18) 2.95 0.04
75th Percentile 2.77 3.52 (0.65) (1.36) 2.09 0.01
90th Percentile 0.91 2.59 (0.87) (1.88) 0.32 (0.01)

Index 7.04 4.71 (0.57) (1.38) 2.91 0.03

Range of Separate Account Manager Returns by Asset Class
One Year Ended December 31, 2015
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(100)

10th Percentile 5.46 5.50 1.51 (3.58) 20.50 0.72
25th Percentile 2.09 2.76 1.13 (4.94) 15.96 0.63

Median (0.82) 0.62 0.82 (5.89) 12.70 0.39
75th Percentile (3.95) (2.15) 0.46 (6.82) 8.80 0.28
90th Percentile (7.65) (4.95) (0.06) (9.20) 4.41 0.12

Index 1.38 (0.81) 0.55 (5.54) 13.33 0.05
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Λεϖελ ατ 35,000 Φεετ  

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

Dεχελερατινγ φροm 2014�σ 

ηιγη−ϖελοχιτψ mαρκετ, 

mοστ πριϖατε εθυιτψ mεα−

sures were lat-to-down in 2015—
αλβειτ ατ ρελατιϖελψ ηιγη αβσολυτε 

measures. While the irst half of the 
year was strong, the second half 
showed a notable pullback. 

 

Τεχη Τακεσ Οϖερ   

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ

Νον−Υ.Σ. mαρκετσ ωερε 

propped by surging 
mεργερ αχτιϖιτψ, ροβυστ 

tech sector gains, and stronger-
than-expected corporate proits dur−
ινγ τηε φουρτη θυαρτερ. Αλτηουγη τηε 

ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ 

(+0.73%) βαρελψ βροκε εϖεν, τηε 

developed ΜΣΧΙ Wορλδ εξ ΥΣΑ 

Ινδεξ ροσε 3.91%.

 

Υνδερ Πρεσσυρε 

ΗΕDΓΕ ΦΥΝDΣ

Γροωινγ υνεασε ωιτη 

εχονοmιχ χηανγε ισ εϖι−

dent in the capital mar−
kets. Commodity prices slid fur−
ther, led by oil, as China struggled 
with its centrally planned shift to a 
consumer-driven economy. 

 

Χηασινγ τηε Μαρκετ

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

Αλmοστ τηρεε−φουρτησ οφ 

τηε ασσετ χλασσεσ ιν τηε 

DC Index experienced 
net outlows in the third quarter. 
But for the irst time in two years, 
stable value experienced net 
inlows.

Α Στραιγητ βυτ  

Βυmπψ Ροαδ

ΡΕΑΛ ΕΣΤΑΤΕ

Τηε ΝΧΡΕΙΦ Προπερτψ 

Ινδεξ advanced 2.91%. 
Τηε θυαρτερ σαω 210 

asset trades, representing $11.3 
βιλλιον οφ τρανσαχτιοναλ ϖολυmε, 

comfortably ahead of the $5.1 bil−
lion 10-year average and the prior 
10-year peak of $8.7 billion in the 
second quarter of 2007.

Α Ροχκψ Ροαδ  

το Ρεϖιϖαλ

ΦΥΝD ΣΠΟΝΣΟΡ

Despite preceding quar−
ters marked with volatil−
ity, equities displayed a 

brief revival. Endowment/founda−

tions and public funds performed 
well, ahead of other fund types. 
Χορπορατε πλανσ σαω α σmαλλ 

improvement in funded ratio over 
both the quarter and the year. 

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ 

Φουρτη 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

-0.57%

-1.38%

2.91%

-0.12%

0.03%

-10.55%

6.27%

3.30%

0.73%

 

Βαχκ ιν Βλαχκ   

Υ.Σ. ΕΘΥΙΤΨ

Wιτη τηε στρονγεστ θυαρ−

τερ οφ τηε ψεαρ (+7.04%), 

τηε Σ&Π 500 Ινδεξ ωασ 

able to inish 2015 in the black 
(+1.38%.) All capitalization ranges 
advanced, though larger per−
formed better for the second con−

σεχυτιϖε θυαρτερ (Ρυσσελλ 1000 

Ινδεξ: +6.50% and Ρυσσελλ 2000 

Ινδεξ: +3.59%).

Υνωαρραντεδ  

Πεσσιmισm?  

ΕΧΟΝΟΜΨ

Τηε γλοβαλ εχονοmψ 

seemed to improve as 
2015 unfolded, but mar−

ket sentiment turned sharply nega−

tive as the year drew to a close. 
Moderate growth continued through 
the third and fourth quarters, par−
ticularly in the U.S., and GDP grew 
2.4% φορ τηε ψεαρ.

6
Π Α Γ Ε

2
Π Α Γ Ε

19
Π Α Γ Ε

 

Τακε Ιτ Εασψ

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ

Bond markets stut−
tered in the U.S. after 
the Federal Reserve 

announced a rate increase. The 
yield curve lattened and spreads 
were mixed. The Βαρχλαψσ 

Αγγρεγατε Ινδεξ dropped 0.57%; 
τηε Βαρχλαψσ Χορπορατε Ηιγη 

Ψιελδ Ινδεξ slumped 2.07%.

9
Π Α Γ Ε

4
Π Α Γ Ε

 

Σλιπ �ν Σλιδε

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ 

The U.S. dollar contin−

ued its appreciation as 
the benchmark’s hedged 

equivalent returned 0.58% for the 
quarter and 1.55% for the year.  The 
Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ 

Βονδ Ινδεξ declined 1.38% for the 
quarter and 5.54% for the year. 

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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Υνωαρραντεδ Πεσσιmισm? 

ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

The global economy seemed to improve as 2015 unfolded, but 
market sentiment turned sharply negative as the year drew to a 
close. Is this pessimism warranted? The data instead suggests 
that moderate growth continued through the third and fourth 
θυαρτερσ, παρτιχυλαρλψ ιν τηε Υ.Σ. Αφτερ α σλοω σταρτ το τηε ψεαρ, 

real GDP in the U.S. grew 3.9% in the second quarter and 2.0% 
in the third. GDP growth slowed to just 0.7% in the fourth quar−
ter, pulled down by an inventory cycle, the plunge in energy-
sector capital spending, and pain in the manufacturing sector 
and exports in general due to a strong dollar. Solid growth in 
consumer spending and housing provided enough of a sound 
foundation to ight these headwinds and keep the U.S. economy 
on a modest growth path. GDP grew 2.4% for the year, matching 
2014. Growth in non-U.S. developed markets is relatively weak 
but continued to irm up; both Japan and Europe reported GDP 
growth of 1.6% in the third quarter. 

Consumer spending in the U.S. has been supported by solid 
gains in the job market, real disposable income, and a recovery 
in housing asset values. December saw a gain of 292,000 jobs, 
the highest monthly gain in 2015. Payrolls climbed by 2.65 mil−
λιον οϖερ τηε ψεαρ φορ αν αϖεραγε οφ 221,000. Υνεmπλοψmεντ φελλ 

to 5.0% in October and held steady through December, as the 
labor force surged. With the Fed focused on unemployment and 
the labor force, the December jobs report certainly supported 
the Fed’s decision to raise interest rates. As the year drew to 
a close, the outlook for consumers was positive, and will likely 
remain so. The University of Michigan’s Index of Consumer 
Conidence slipped from a reading of 98 at the start of 2015 to 
87 in the third quarter when global equity markets were roiled by 
China, but conidence surged back to a reading of 93 through 
the last three months of the year. For reference, a reading above 
80 suggests a positive outlook by consumers. Real disposable 
(after-tax) income grew an estimated 3.6% in 2015, fueling a 
2.2% rise in consumption spending. Auto sales surged to 17.4 
million units in 2015, up from 16.4 million in 2014 and 14.4 mil−
lion in 2012. Pent-up demand may inally be close to satisied.

Consumers clearly beneitted from falling energy prices. 
Lower gasoline prices provide an effective boost to disposable 
income. Oil peaked at $135 per barrel in July 2008, started 
2015 at $52, and closed the year at $38 (the Brent crude spot 
price). The impact of energy on the measure of inlation is sig−

niicant. U.S. Core CPI, which excludes energy and food, stood 
at 2.25% for December (measured year-over-year). Headline 
CPI, which includes energy, held near zero for most of the 
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Υ.Σ. ΕΧΟΝΟΜΨ (Continued)

year. Once energy prices stabilize, we expect they will cease 
to have the same disinlationary impact and will begin to add 
volatility to headline CPI. Similar forces are affecting Europe, 
where headline inlation is also close to zero; much of periph−

eral Europe is mired in delation.

The rise in the value of the dollar has complicated the measure 
of price inlation for consumers. Versus a trade-weighted basket 
of major currencies, the dollar was up approximately 10% over 
the course of 2015. Prices of imports fell for consumers, adding 
to disinlationary pressures. On the other hand, exports become 
more expensive, and U.S. manufacturing has clearly suffered 
from the dollar’s upward move. The ISM Index for manufactur−
ing fell to 48.2 in December, its lowest level since June 2009. 
A reading below 50 suggests contraction in activity. Adding to 
the pressure on manufacturing from a strong dollar, inventories 
were built earlier in 2015 and in 2014 in anticipation of stron−

ger global growth, and these inventories are now being worked 
down, further reducing the need for manufacturing output. The 
ISM Index for non-manufacturing remained above 50, with a 
reading of 55.3 in December, but this is the lowest level in almost 
τωο ψεαρσ.

On balance, the economic data show modest growth continuing 
ιν τηε Υ.Σ., αλτηουγη τηε ρατε ισ συβσταντιαλλψ βελοω τηατ οφ πρεϖι−

ous recoveries. GDP growth has averaged close to 2.2% since 
2010, compared to the 3% or higher achieved in the past.

 

Τηε Λονγ−Τερm ςιεω  

2015

4τη Θτρ

Περιοδσ ενδεδ Dεχεmβερ 31, 2015

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

Υ.Σ. Εθυιτψ

Russell 3000 6.27 0.48 12.18 7.35 10.03

S&P 500 7.04 1.38 12.57 7.31 9.82

Russell 2000 3.59 −4.41 9.19 6.80 10.50

Νον−Υ.Σ. Εθυιτψ

ΜΣΧΙ ΕΑΦΕ 4.71 -0.81 3.60 3.03 5.40

ΜΣΧΙ Εmεργινγ Μαρκετσ 0.73 −14.60 −4.47 3.95 8.63

S&P ex-U.S. Small Cap 5.21 5.92 5.51 5.33 6.80

Φιξεδ Ινχοmε

Βαρχλαψσ Αγγρεγατε -0.57 0.55 3.25 4.51 6.15

90−Dαψ Τ−Βιλλ 0.03 0.05 0.07 1.24 2.93

Barclays Long G/C −0.94 −3.30 6.98 6.45 8.08

Χιτι Νον−Υ.Σ. Γοϖτ -1.38 -5.54 −1.30 3.05 5.37

Ρεαλ Εστατε

NCREIF Property 2.91 13.33 12.18 7.76 8.05

FTSE NAREIT Equity 7.26 3.20 11.96 7.41 12.13

Αλτερνατιϖεσ

CS Hedge Fund −0.12 −0.71 3.55 4.97 �

Cambridge PE* � 11.38 16.03 12.65 15.73

Bloomberg Commodity -10.52 −24.66 −13.47 −6.43 �

Gold Spot Price −4.93 −10.46 -5.70 7.41 4.02

Inlation – CPI-U −0.60 0.73 1.53 1.86 2.30

*Private equity data is time-weighted return for periods ended June 30, 2015.

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

Investment Group, Standard & Poor’s, Thomson/Cambridge, Bureau of  Economic 

Analysis.

Ρεχεντ Θυαρτερλψ Ινδιχατορσ

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

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

Nonfarm Business–Productivity Growth -0.5%* 2.2% 3.5% −1.1% −2.2% 3.1% 2.8% -3.5%

GDP Growth 0.7% 2.0% 3.9% 0.6% 2.1% 4.3% 4.6% −0.9%

Manufacturing Capacity Utilization 76.1% 76.3% 75.9% 75.9% 76.2% 75.7% 75.1% 74.2%

Consumer Sentiment Index (1966=100)  91.3  90.8  94.2  95.5  89.8  83.0  82.8  80.9 

*Estimate.

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, IHS Economics, Reuters/University of  Michigan.
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Α Ροχκψ Ροαδ το Ρεϖιϖαλ 

ΦΥΝD ΣΠΟΝΣΟΡ |  Rufash Lama

Despite preceding quarters marked with volatility, global equi−
ties displayed a brief revival, particularly in October. Central 
banks in Japan and Europe afirmed their decision to increase 
accommodative policies to support their respective economies. 
For the quarter, U.S. equity markets edged ahead of non-U.S. 
(Ρυσσελλ 3000 Ινδεξ: +6.27%, ΜΣΧΙ ΕΑΦΕ Ινδεξ: +4.71%) 

while both U.S. and non-U.S. ixed income markets retreated 
(Βαρχλαψσ Αγγρεγατε Ινδεξ: -0.57%, Χιτι Νον−Υ.Σ. Wορλδ 

Γοϖερνmεντ Βονδ Ινδεξ: -1.38%). 

Performance varied, albeit marginally, for the different fund 
types. Endowment/foundations and public funds performed 
well, leading across all percentiles. Corporate plans, although 
positive, trailed the other plan types. We have observed a con−

tinued divergence between different asset owners as corporate 
plans seek to de-risk. While performance dispersion was mod−

est, in the 90th percentile public plans surpassed corporate 
πλανσ βψ 1.10%.

Following December’s interest rate hike, bond strategies saw 
substantial outlows on concerns about high-yield issuers, to the 
dismay of corporate plans. Corporate plans saw a small improve−

ment in funded ratio over both the last quarter and the year. The 
median and average funded status of U.S. corporate deined 

beneit plans were 82.7% and 83.0%, respectively, based on a 
peer group* of seven different funded ratio measures. Over the 
ψεαρ, λιαβιλιτιεσ φελλ ασ ιντερεστ ρατεσ ροσε, ωηιλε ασσετ ρετυρνσ ιν 

both equity and ixed income were lat. 

Endowment/foundations performed well due to an overweight 
to U.S. stocks and relatively low exposure to U.S. ixed income. 
Despite trailing in the 10- and 15-year periods, Taft Hartley 
plans have performed best in the three- and ive-year periods 
primarily due to their relatively high exposure to real estate and 
λοω εξποσυρε το νον−Υ.Σ. εθυιτιεσ. 

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

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

Πυβλιχ Dαταβασε 2.96 0.33 7.50 6.99 5.78 5.64

Χορπορατε Dαταβασε 2.35 −0.97 6.33 6.95 5.89 5.64

Ενδοωmεντσ/Φουνδατιονσ Dαταβασε 2.95 −0.75 6.58 6.21 5.55 5.46

Ταφτ−Ηαρτλεψ Dαταβασε 2.78 1.15 8.02 7.31 5.51 5.38

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

Ασσετ Αλλοχατορ Στψλε 3.04 −1.07 7.85 7.45 6.15 5.92

Υ.Σ. Βαλανχεδ Dαταβασε 2.98 −0.89 7.34 6.71 5.76 5.70

Γλοβαλ Βαλανχεδ Dαταβασε 1.67 −1.88 4.65 5.07 5.25 6.73

60% Russell 3000 + 40% Barclays Agg 3.53 0.66 9.40 8.82 6.65 5.70

60% MSCI World + 40% Barclays Glbl Agg 2.93 −1.61 5.05 5.02 4.76 4.62

* The peer group includes funded ratio measures provided by large, institutional investment and actuarial consultants, as well as investment management firms. 

**Returns less than one year are not annualized.

Sources: Callan, Barclays, MSCI, Russell Investment Group.

0%

1%

2%

3%

4%

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

 10th Percentile  3.70 3.61 3.91 3.75

 25th Percentile  3.35 3.08 3.53 3.31

 Median  2.96 2.35 2.95 2.78

 75th Percentile  2.44 1.63 2.24 2.32

 90th Percentile  1.78 0.68 1.47 1.67

Source: Callan

Χαλλαν Φυνδ Σπονσορ Ρετυρνσ φορ τηε Θυαρτερ
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ΦΥΝD ΣΠΟΝΣΟΡ (Continued)

As of the most recent quarter, all fund types have displayed 
performance within a 5–6% range over longer time frames. A 
U.S.-focused benchmark of 60% Russell 3000 + 40% Barclays 
Aggregate (+3.53%) now outperforms the broader, 60% MSCI 

World + 40% Barclays Global Aggregate (+2.93%) benchmark 
over multiple time periods. Callan’s U.S. Balanced Database 
group has outperformed the Global Balanced Database group 
in all periods except 15 years. 

*Latest median quarter return.

Source: Callan
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Source: Russell Investment Group 

Βαχκ ιν Βλαχκ 

Υ.Σ. ΕΘΥΙΤΨ |  Λαυρεν Ματηιασ, ΧΦΑ 

Αλτηουγη τηε φουρτη θυαρτερ ωασ τηε στρονγεστ οφ τηε ψεαρ, τηε 

journey was volatile. October proved to be a welcome turn−

around after a stumbling third quarter as U.S. indices landed 
one of their strongest single months since the inancial crisis 
(Σ&Π 500 Ινδεξ: +8.44% in October). Yet a slowing Chinese 
economy, other weak emerging markets, commodity price 
declines, and the strength of the U.S. dollar led to a middling 
November and disappointing December. Despite this, the U.S. 
Federal Reserve deemed the U.S. economy to be in a strong 
enough position for a rate increase, citing improved labor mar−
ket conditions and subdued inlation. The price of oil continued 
to decline, and consumer conidence remained above average 
and provided a small tailwind to the market.
 

Growth continued to build its lead on value in the fourth quarter 
(Ρυσσελλ 1000 Γροωτη Ινδεξ: +7.32% and Ρυσσελλ 1000 ςαλυε 

Ινδεξ: +5.64%); over the year the difference was profound 

(+5.67% vs. -3.83%, respectively). All U.S. equity indices posted 
positive results, but larger proved better (Ρυσσελλ Μιδχαπ 

Ινδεξ: +3.62%, Ρυσσελλ 2000 Ινδεξ: +3.59%, and Ρυσσελλ 

Μιχροχαπ Ινδεξ: +3.74%). Τηε Ρυσσελλ Τοπ 50 Ινδεξ led the 
ωαψ γαινινγ 9.34%.

Large cap sectors continued their strong performance, led 
by Materials & Processing, Technology, and Health Care. In 
small cap, Energy trailed signiicantly, Health Care produced 
the strongest positive result, and only Consumer Discretionary 
showed a strong directional difference. Commodity price 
declines and slow global growth were major factors behind 
Energy’s stumble. Biotech companies led small cap Health 
Care. Active managers struggled again in such a narrow mar−
ket, especially in large cap where the S&P 500 Index total 
annual return (with dividends) would have been negative 
without three stocks: Amazon, Microsoft, and GE. Investors 

Russell 1000 Russell 2000

EnergyUtilitiesConsumer

Discretionary

Financial

Services

Producer

Durables

Consumer

Staples

Health CareTechnologyMaterials &

Processing

8.8%

4.5%

8.8%

5.9%

9.8%

7.8%

4.7%

7.4%

2.8%

5.8%

3.4%

4.9%

-2.7%

3.9%

6.0%

-0.6%

-10.6%

8.7%

Εχονοmιχ Σεχτορ Θυαρτερλψ Περφορmανχε 

Note: As of  the fourth quarter of  2015, the Capital Markets Review reports sector-specific return using the Russell Global Sectors (RGS) classification system rather than the 

Global Industry Classification Standard (GICS) system. RGS uses a three-tier classification system containing nine sectors; GICS uses a four-tier system containing ten sectors.
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Υ.Σ. ΕΘΥΙΤΨ (Continued)

preferred the safety of these and other large-cap companies. 
Equity volatility as measured by the VIX increased during the 
quarter but ended the year below average. Assets contin−

ued to low into passive funds and ETFs, further challenging 
αχτιϖε mαναγερσ. 

Τηε Υ.Σ. εθυιτψ mαρκετ ωασ γενερουσ ιν τηε φουρτη θυαρτερ, 

but for the full year four stocks were down for every three that 
rose (in the S&P 500). Despite this, broad market valuations 
remain above average, leading to questionable prospects as 
ωε εντερ 2016. 

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

 10th Percentile  9.48 7.07 6.36 4.55

 25th Percentile  8.62 6.05 5.09 3.57

 Median  7.75 5.46 3.00 2.55

 75th Percentile  6.59 4.73 0.90 1.87

 90th Percentile  5.80 3.87 -1.35 0.44

   R1000 Growth R1000 Value  R2000 Growth  R2000 Value

 Benchmark  7.32 5.64 4.32 2.88

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

Ρολλινγ Ονε−Ψεαρ Ρελατιϖε Ρετυρνσ  (vs. Russell 1000)

Υ.Σ. Εθυιτψ Ινδεξ Χηαραχτεριστιχσ ασ οφ Dεχεmβερ 31, 2015

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

Cap Range Min ($mm)  1,360 2 149 149 2 2

Cap Range Max ($bn) 586.86 606.41 606.41 28.85 12.06 6.42

Νυmβερ οφ Ισσυεσ 504 2,968 1,018 818 2,460 1,988

% of Russell 3000 81% 100% 92% 27% 17% 8%

Wtd Avg Mkt Cap ($bn) 128.44 106.38 115.12 12.09 4.06 1.88

Price/Book Ratio 2.7 2.6 2.6 2.3 2.0 1.9

Forward P/E Ratio 16.3 16.7 16.5 17.9 18.1 18.8

Dividend Yield 2.2% 2.1% 2.1% 1.9% 1.7% 1.6%

5-Yr Earnings (forecasted) 10.3% 10.9% 10.7% 10.9% 12.1% 13.2%

Sources: Russell Investment Group, Standard & Poor’s.
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

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

Λαργε Χαπ Χορε Στψλε 6.59 1.38 15.48 12.59 7.76 5.77

Λαργε Χαπ Γροωτη Στψλε 7.75 6.43 17.03 13.23 8.65 4.82

Λαργε Χαπ ςαλυε Στψλε 5.46 −2.56 13.76 11.70 7.01 6.84

Αγγρεσσιϖε Γροωτη Στψλε 5.12 5.53 16.47 11.59 8.71 5.30

Χοντραριαν Στψλε 4.90 −4.29 13.05 11.00 6.91 7.33

Ψιελδ−Οριεντεδ Στψλε 5.78 −2.99 11.91 10.91 7.32 7.12

Russell 3000 6.27 0.48 14.74 12.18 7.35 5.39

Russell 1000 6.50 0.92 15.01 12.44 7.40 5.25

Russell 1000 Growth 7.32 5.67 16.83 13.53 8.53 4.33

Russell 1000 Value 5.64 -3.83 13.08 11.27 6.16 5.86

S&P Composite 1500 6.59 1.01 14.84 12.35 7.39 5.39

S&P 500 7.04 1.38 15.13 12.57 7.31 5.00

ΝΨΣΕ 4.11 −4.09 9.14 9.39 6.25 5.55
Dow Jones Industrials 7.70 0.21 12.66 11.30 7.75 5.80

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

Μιδ Χαπ Χορε Στψλε 3.61 0.15 15.13 12.33 8.31 9.28

Μιδ Χαπ Γροωτη Στψλε 3.04 0.28 14.04 11.02 8.69 6.88

Μιδ Χαπ ςαλυε Στψλε 3.23 −2.95 13.46 11.02 8.46 10.13

Russell Midcap 3.62 −2.44 14.18 11.44 8.00 8.15
S&P MidCap 400 2.60 -2.18 12.76 10.68 8.18 8.32

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

Σmαλλ Χαπ Χορε Στψλε 3.23 −1.80 13.86 11.38 8.04 9.88

Σmαλλ Χαπ Γροωτη Στψλε 3.00 −1.29 14.29 11.06 8.36 7.10

Σmαλλ Χαπ ςαλυε Στψλε 2.55 −3.82 12.43 10.30 7.87 10.68

Russell 2000 3.59 −4.41 11.65 9.19 6.80 7.28

S&P SmallCap 600 3.72 −1.97 13.57 11.48 8.00 8.92

ΝΑΣDΑΘ 8.71 6.96 19.80 14.97 9.72 5.75

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

Σmιδ Χαπ Βροαδ Στψλε 2.86 −0.99 13.35 11.31 8.66 9.41

Σmιδ Χαπ Γροωτη Στψλε 2.86 −0.37 13.99 11.70 8.61 8.03

Σmιδ Χαπ ςαλυε Στψλε 2.00 −3.85 11.96 9.99 8.13 10.42

Russell 2500 3.28 −2.90 12.46 10.32 7.56 8.08

S&P 1000 2.93 −2.11 13.02 10.92 8.11 8.48

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

Χονσυmερ Dισχρετιοναρψ 4.28 4.95 17.50 16.16 10.00 �

Χονσυmερ Σταπλεσ 7.72 7.96 17.46 15.28 11.93 �

Ενεργψ −0.93 −23.11 -4.56 −1.47 2.98 �

Φινανχιαλ Σερϖιχεσ 5.58 0.68 15.58 11.48 1.53 �

Health Care 8.81 7.14 24.32 20.51 11.22 �

Materials & Processing 8.32 -8.52 6.34 5.74 6.15 �

Producer Durables 6.99 -3.45 14.27 11.11 6.76 �

Τεχηνολογψ 8.57 4.04 16.86 12.29 9.46 �

Υτιλιτιεσ 4.06 −1.74 9.66 9.81 7.27 �

*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 (Continued)
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Τεχη Τακεσ Οϖερ 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ |   Ιρινα Συσηχη

Surging merger activity, robust tech sector gains, and stronger-
than-expected corporate proits drove a positive fourth quarter 
φορ νον−Υ.Σ. mαρκετσ (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Ινδεξ: +3.30%). 

Total global M&A volume in 2015 surpassed $4.3 trillion, break−

ing the previous record set in 2007. Companies were persuaded 
to sign deals by the availability of cheap debt and the desire 
to stay competitive and eficient in a slow-growth environment. 
The strengthening dollar boosted returns of international export-
oriented companies. 

Ασ ιν τηε Υ.Σ., γροωτη (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Γροωτη: +5.04%) 
fared better than value (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ ςαλυε: +1.50%). 
Τηε ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ (+0.73%) delivered paltry 
returns in comparison to its developed-market counterpart the 
ΜΣΧΙ Wορλδ εξ ΥΣΑ Ινδεξ (+3.91%). Small cap outpaced large 
cap once again due to fewer Energy holdings (ΜΣΧΙ ΑΧWΙ εξ 

ΥΣΑ Σmαλλ Χαπ Ινδεξ: +5.28%). Among sectors, Information 
Technology (+8.40%) was the darling, while Industrials (+4.67%) 
and Consumer Discretionary (+4.59%) helped with high M&A 
activity. Energy (-0.43%) and Materials (+0.36%) have now 
lagged for two straight quarters. Crude oil ended the year below 
$40 per barrel, down 17.85% for the quarter, due to unrelenting 
excess supply over global demand. 

European stocks were up for the irst two months of the quar−
ter due to investor expectations of ampliied European Central 
Bank (ECB) stimulus measures. Investors were disappointed in 
December when the central bank cut its deposit rate by only 
0.10%, and extended the existing bond-buying program by six 
months. Returns faltered, yet the ΜΣΧΙ Ευροπε Ινδεξ ended 
τηε θυαρτερ υπ 2.49%. 

Japanese stocks closed the year on a high note (ΜΣΧΙ ϑαπαν: 

+9.34%; YTD: +9.57%). The weak yen boosted automobile 
companies, and health care companies fared well due to 
robust drug pipelines. The country also completed the largest 
state asset sale since 1987 with the privatization of Japan Post 
Holdings, accompanied by ramped up stimulus measures. The 

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

 10th Percentile  7.67 6.42 4.24 8.75

 25th Percentile  6.09 5.66 2.08 7.71

 Median  5.34 4.65 1.42 6.53

 75th Percentile  4.24 3.52 0.56 5.48

 90th Percentile  3.44 2.59 -0.27 3.03

   MSCI MSCI MSCI  MSCI ACWI
  World ACWI ex USA Emg Mkts ex USA SC 

 Benchmark  5.50 3.30 0.73 5.28

Sources: Callan, MSCI 
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remainder of Southeast Asia and the Paciic also enjoyed gains 
(MSCI Paciic ex Japan Index: +8.29%). New Zealand led the 
pack, up 18.15%, due to increased tourism and the positive 
impact of Industrials and Materials. Australia thrived (+9.96%) 
on a strong inancial sector; the largest Aussie banks raised 
ηοmε−λοαν ρατεσ. 
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Μαϕορ Χυρρενχιεσ� Χυmυλατιϖε Ρετυρνσ (ϖσ. Υ.Σ. Dολλαρ)
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ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Continued)

Emerging market countries produced a spectrum of returns, 
but collectively closed slightly ahead (+0.73%). Information 
Technology (+6.46%) buoyed returns. Insecurities about U.S. 
monetary policy were assuaged by the U.S. Federal Reserve 
raising rates. China (+4.03%) was more even-tempered than 
λαστ θυαρτερ. Ιτσ χεντραλ βανκ χυτ ιντερεστ ρατεσ ονχε αγαιν, παρτ 

οφ αν ονγοινγ στρεαm οφ στιmυλυσ mεασυρεσ το φυελ χονσυmπ−

tion. China’s currency, the renminbi, will join the dollar, euro, 
pound, and yen in the International Monetary Fund’s basket 
οφ ρεσερϖε χυρρενχιεσ λατερ ιν 2016. Τηε ρεστ οφ εmεργινγ Ασια 

also had a positive quarter (ΜΣΧΙ Εmεργινγ Μαρκετσ Ασια 

Ινδεξ: +3.53%). Indonesia gained 20.87%, with signiicant 
advances in all sectors, thanks to progressive policies and 
reforms pursued by the government. 

On the negative end, Greece’s inancial woes continued 
(-18.99%). Russian stocks declined 3.99% as the economy dete−

riorated further. Emerging Europe sank 5.13%. The Middle East 
did not fare well amid ongoing political turbulence and declining 

oil prices. South Africa plummeted 10.51% with losses in the 
inancials sector and ongoing political instability. Latin America 
(-2.61%) had another miserable quarter. Brazil dropped 3.16%, 
and its debt rating was cut to below investment grade.
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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 9.96% 6.13% 3.60% 6.84%

Αυστρια 6.85% 9.80% -2.68% 0.18%

Βελγιυm 13.64% 16.77% -2.68% 1.43%

Dενmαρκ 6.69% 9.67% −2.72% 1.90%

Finland 9.64% 12.67% -2.68% 0.90%

Φρανχε 1.67% 4.47% -2.68% 9.74%

Γερmανψ 7.70% 10.67% -2.68% 9.10%

Hong Kong 6.01% 6.01% 0.00% 3.09%

Ireland 6.99% 9.94% -2.68% 0.40%

Ισραελ 8.91% 7.90% 0.87% 0.76%

Ιταλψ −2.32% 0.38% -2.68% 2.36%

ϑαπαν 9.34% 9.83% −0.44% 23.44%

Netherlands 3.14% 6.11% -2.68% 2.88%

New Zealand 18.15% 10.40% 7.02% 0.16%

Νορωαψ -0.52% 3.22% −3.63% 0.55%

Portugal 4.23% 7.11% -2.68% 0.15%

Σινγαπορε 4.24% 4.01% 0.23% 1.25%

Σπαιν -2.55% 0.14% -2.68% 3.18%

Sweden 2.43% 2.96% -0.52% 2.87%

Switzerland 2.04% 4.54% −2.39% 9.41%

Υ.Κ. 0.73% 3.52% −2.70% 19.39%

Sources: MSCI, Russell Investment Group, Standard & Poor’s.
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Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

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

Νον−Υ.Σ. Εθυιτψ Στψλε 4.65 0.62 5.82 4.70 4.24 5.42

ΜΣΧΙ ΕΑΦΕ 4.71 -0.81 5.01 3.60 3.03 3.54

ΜΣΧΙ ΕΑΦΕ (λοχαλ) 6.34 5.33 12.30 7.85 3.22 2.67

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ 3.30 -5.25 1.94 1.51 3.38 4.46

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Γροωτη 5.04 −0.91 3.90 2.48 4.02 3.96

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ ςαλυε 1.50 -9.59 -0.08 0.49 2.68 4.87

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

Γλοβαλ Εθυιτψ Στψλε 5.34 0.11 10.20 8.13 6.09 5.49

MSCI World 5.50 -0.87 9.63 7.59 4.98 4.04

MSCI World (local) 6.22 2.08 13.04 9.58 4.95 3.60

ΜΣΧΙ ΑΧWΙ 5.15 -1.84 8.26 6.66 5.31 4.67

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

ΜΣΧΙ Ευροπε 2.49 -2.84 4.51 3.88 3.36 3.47

ΜΣΧΙ Ευροπε (λοχαλ) 5.17 4.91 10.10 6.94 3.94 2.56

ΜΣΧΙ ϑαπαν 9.34 9.57 10.17 4.38 0.91 2.12

ΜΣΧΙ ϑαπαν (λοχαλ) 9.83 9.93 22.99 12.95 1.10 2.48

MSCI Paciic ex Japan 8.29 -8.47 −1.32 0.87 6.07 8.15

MSCI Paciic ex Japan (local) 5.90 -0.98 6.80 5.38 5.74 6.46

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

Εmεργινγ Μαρκετ Στψλε 1.42 −13.68 −4.91 −3.46 4.79 10.13

ΜΣΧΙ Εmεργινγ Μαρκετσ 0.73 −14.60 −6.42 −4.47 3.95 8.87

ΜΣΧΙ Εmεργινγ Μαρκετσ (λοχαλ) 1.56 -5.40 1.20 1.27 6.36 10.22

ΜΣΧΙ Φροντιερ Μαρκετσ −1.23 −14.46 4.79 0.36 −1.70 �

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

Νον−Υ.Σ. Σmαλλ Χαπ Στψλε 6.53 9.90 11.48 8.05 6.80 9.73

MSCI World ex USA Small Cap 5.82 5.46 7.82 4.39 4.09 7.35

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ 5.28 2.60 5.64 2.63 4.95 8.24

ΜΣΧΙ Εmεργινγ Μαρκετ Σmαλλ Χαπ 3.27 -6.85 −1.67 −3.29 6.14 10.86
*Returns less than one year are not annualized.

Sources: Callan, MSCI.

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Continued)
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Ρεγιοναλ Θυαρτερλψ Περφορmανχε (Υ.Σ. Dολλαρ)
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Τακε Ιτ Εασψ 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κεϖιν Ναγψ

Yields rose in the fourth quarter as the Federal Reserve 
raised interest rates for the irst time in nearly a decade. 
The yield curve lattened, though the effect on spreads was 
mixed: investment grade credit and mortgage backed secu−

rity (MBS) spreads tightened while asset-backed (ABS), com−

mercial MBS, and high yield spreads widened. The Βαρχλαψσ 

Αγγρεγατε Ινδεξ dropped 0.57%. 

According to the Fed, the economy showed signs of moderate 
growth, driven by ixed investment from businesses, household 
spending, and a strengthening housing sector. So after months 
of restraint, the Fed raised the federal funds rate band by 0.25% 
to 0.25%–0.50%. The Fed speciically cited a strong labor market 
as a key reason behind the decision. The 10-year U.S. Treasury 
yield increased to 2.27%. The breakeven inlation rate (the dif−
ference between nominal and real yields) on 10-year Treasuries 
increased from 1.43% to 1.58% as TIPS outperformed nominal 
Treasuries. This measure rebounded from last quarter, when it 
reached its lowest level since 2008 (1.43%).

Every sector in the Barclays Aggregate posted negative quar−
terly returns. Relative to like-duration Treasuries, the strongest 
performer was U.S. MBS which, although down 0.10%, beat 
Treasuries by 0.61%. Credit (-0.52%) was the only other sector 
to outperform Treasuries (+0.50% relative to Treasuries), buoyed 
βψ στρονγ περφορmανχε ιν τηε Φινανχιαλσ σεχτορ (+1.09% ρελατιϖε 

to Treasuries). Both ABS and U.S. agencies outperformed like-
duration Treasuries for the year, despite trailing in the quarter.

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

 10th Percentile  -0.27 -0.19 -0.06 -0.50 -0.37

 25th Percentile  -0.41 -0.34 -0.36 -0.71 -0.98

 Median  -0.48 -0.45 -0.51 -0.82 -1.62

 75th Percentile  -0.63 -0.65 -0.72 -1.12 -2.09

 90th Percentile  -0.72 -0.87 -1.18 -1.51 -2.99

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

 Benchmark  -0.51 -0.57 -0.57 -0.94 -2.07

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

High yield corporate bonds slumped as the Βαρχλαψσ Χορπορατε 

Ηιγη Ψιελδ Ινδεξ ended the quarter down 2.07%. The Index 
receded 4.47% for the year and underperformed Treasuries by 
5.77%. New issuance was $35.6 billion for the quarter, down 
from $42.8 billion. New issue activity for 2015 was $260.5 billion, 
16.3% λοωερ τηαν 2014.

Υ.Σ. Φιξεδ Ινχοmε Ινδεξ Χηαραχτεριστιχσ ασ οφ Dεχεmβερ 31, 2015

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

Βαρχλαψσ Αγγρεγατε 2.59 5.68 7.94 100.00

Barclays Govt/Credit 2.51 6.22 8.49 100.00 68.90

Intermediate 2.06 3.97 4.31 78.98 54.42

Λονγ−Τερm 4.19 14.67 24.20 21.02 14.48

Βαρχλαψσ Γοϖτ 1.72 5.71 7.02 56.97 39.25

Barclays Credit 3.54 6.90 10.43 43.03 29.65

Βαρχλαψσ ΜΒΣ 2.77 4.49 6.89 28.64

Βαρχλαψσ ΑΒΣ 1.88 2.32 2.47 0.56

Βαρχλαψσ ΧΜΒΣ 2.97 4.99 5.62 1.83

Barclays Corp High Yield 8.74 4.34 6.19

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 Dεχεmβερ 31, 2015

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

Χορε Βονδ Στψλε −0.45 0.82 1.71 3.77 4.96 5.40

Χορε Βονδ Πλυσ Στψλε −0.51 0.20 1.77 4.17 5.36 5.96

Βαρχλαψσ Αγγρεγατε -0.57 0.55 1.44 3.25 4.51 4.97

Barclays Govt/Credit −0.74 0.15 1.21 3.39 4.47 5.01

Βαρχλαψσ Γοϖτ −0.91 0.86 1.01 2.77 4.10 4.53

Barclays Credit -0.52 −0.77 1.49 4.38 5.18 5.82

Citi Broad Investment Grade -0.53 0.53 1.41 3.23 4.60 5.04

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

Εξτενδεδ Ματυριτψ Στψλε −0.82 −3.34 2.10 7.42 6.93 7.43

Barclays Long Govt/Credit −0.94 −3.30 1.70 6.98 6.45 7.07

Βαρχλαψσ Λονγ Γοϖτ -1.38 −1.16 2.55 7.65 6.67 6.97

Barclays Long Credit −0.66 -4.56 1.23 6.49 6.19 7.28

Citi Pension Discount Curve 0.77 −3.04 2.85 9.28 7.80 9.19

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

Ιντερmεδιατε Στψλε −0.48 1.26 1.32 2.93 4.54 4.94

Barclays Intermediate Aggregate -0.51 1.21 1.41 2.74 4.26 4.67

Barclays Intermediate Govt/Credit −0.69 1.07 1.10 2.58 4.04 4.53

Barclays Intermediate Govt -0.84 1.18 0.81 2.02 3.71 4.07

Barclays Intermediate Credit -0.45 0.90 1.61 3.63 4.82 5.35

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

Dεφενσιϖε Στψλε −0.24 0.91 0.90 1.45 3.05 3.42

Αχτιϖε Dυρατιον Στψλε −0.42 1.17 1.53 3.28 4.60 5.27

Money Market Funds (net of fees) 0.00 0.01 0.01 0.01 1.17 1.41

ΜΛ Τρεασυρψ 1�3−Ψεαρ −0.44 0.54 0.51 0.70 2.42 2.84

90−Dαψ Τρεασυρψ Βιλλσ 0.03 0.05 0.05 0.07 1.24 1.61

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

Ηιγη Ψιελδ Στψλε −1.62 −3.10 2.41 5.47 6.95 7.79

Barclays Corporate High Yield −2.07 −4.47 1.69 5.04 6.96 7.59

ML High Yield Master −2.09 -4.55 1.64 4.84 6.74 7.41

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

Μορτγαγε Στψλε −0.16 1.72 2.34 3.63 4.96 5.34

Βαρχλαψσ ΜΒΣ −0.10 1.51 2.01 2.96 4.64 4.90

Βαρχλαψσ ΑΒΣ -0.57 1.25 0.95 2.31 3.29 4.00

Βαρχλαψσ ΧΜΒΣ −1.24 0.97 1.68 4.09 5.20 5.79

Μυνιχιπαλ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Βαρχλαψσ Μυνι 1.50 3.30 3.16 5.35 4.72 5.01

Βαρχλαψσ Μυνι 1�10−Ψεαρ 0.79 2.45 2.24 3.56 4.08 4.25

Βαρχλαψσ Μυνι 3−Ψεαρ −0.01 1.18 1.24 1.81 3.01 3.24

ΤΙΠΣ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Barclays TIPS Full Duration −0.64 −1.44 −2.27 2.55 3.93 5.51

Barclays TIPS 1-10 Year −0.70 -0.52 −1.77 1.64 3.51 4.84

*Returns for less than one year are not annualized.

Sources: Barclays, Callan, Citigroup, Merrill Lynch.

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Continued)
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ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κψλε Φεκετε

Τηε Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ Βονδ Ινδεξ declined 
1.38% for the quarter and 5.54% for the year. As the U.S. dol−
lar continued to appreciate, the Index’s hedged equivalent 
inched ahead 0.48% for the quarter and 1.52% for the year. The 
yield on 10-year German bunds was volatile throughout 2015: 
it started off the year at 0.54%, sank to 0.18% on March 31, 
climbed to 0.76% on June 30, and eventually ended year at 
0.63%. Adding to the noise of 2015, German debt with maturi−
ties as far out as seven years provided negative yields, indicat−
ing bond investors would have to pay to own before adjusting for 
inlation. Approximately a third of the debt issued by European 
governments had negative yields at the end of the year. U.K. 
sovereigns lagged their European counterparts as the 10-year 
gilt fell 1.36%, pushing yields higher than the 10-year German 
bund. The Bank of England continued to battle weak inlation 
and held interest rates at an all-time low throughout the year. 

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

(Υ.Σ. Dολλαρ)

Χουντρψ Τοταλ Λοχαλ Χυρρενχψ Wτγ

Αυστραλια 3.05% -0.53% 3.60% 2.14%

Αυστρια -2.86% -0.18% -2.68% 1.83%

Βελγιυm −3.13% -0.45% -2.68% 2.98%

Canada −2.79% 0.72% -3.48% 2.35%

Dενmαρκ −3.26% -0.56% −2.72% 0.72%

Finland −2.70% −0.02% -2.68% 0.72%

Φρανχε −2.69% −0.01% -2.68% 11.25%

Γερmανψ −3.03% -0.35% -2.68% 8.80%

Ireland −2.09% 0.61% -2.68% 0.93%

Ιταλψ −1.07% 1.66% -2.68% 11.43%

ϑαπαν 0.74% 1.18% −0.44% 33.36%

Μαλαψσια 4.27% 1.84% 2.38% 0.54%

Μεξιχο -0.89% 1.00% -1.88% 1.14%

Netherlands −2.77% −0.09% -2.68% 2.96%

Νορωαψ -3.58% 0.05% −3.63% 0.33%

Poland −3.09% 0.64% −3.71% 0.66%

Σινγαπορε 0.66% 0.43% 0.23% 0.42%

Σουτη Αφριχα −16.79% -6.75% −10.77% 0.48%

Σπαιν -1.48% 1.24% -2.68% 6.41%

Sweden -2.08% -1.57% -0.52% 0.57%

Switzerland -2.75% −0.37% −2.39% 0.35%

Υ.Κ. −3.99% −1.33% −2.70% 9.63%

Source: Citigroup

The Japanese 10-year bond yield declined to 0.27%, the lowest 
since January. The country dodged a recession as GDP growth 
was revised upwards to 1% through September; the original cal−
culation had it contracting by 0.8%.

In December, the ECB lowered its deposit rate to -0.3% and 
extended its quantitative easing program out to March 2017. 
Propelled by the ECB’s monetary policy and investors’ hunt for 
yield, European periphery countries outperformed their core-
eurozone counterparts. Italian and Spanish 10-year bonds 
earned 1.82% and 1.43%, respectively. Both countries contin−

ued their recovery from record-long recessions as unemploy−

ment dropped to a three-year low.

10−Ψεαρ Γλοβαλ Γοϖερνmεντ Βονδ Ψιελδσ
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ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Continued)

Emerging markets were mired by political and economic strife. 
The dollar-denominated JPM EMBI Global Diversiied Index 
gained 1.25%, outperforming emerging local currency-denom−

inated sovereign debt. The negative currency effect pulled the 
JPM GBI-EM Global Diversiied Index down (-0.01%). 

The South African 10-year bond declined 7.26% (on a dollar-
denominated basis) over worries that the country’s political 
and economic turmoil could result in a downgrade to junk sta−

tus. Investors responded harshly after President Jacob Zuma 
ired Finance Minister Nhlanhla Nene and hired an unknown 

candidate for the job. Additionally, the rand’s exchange rate 
dropped to record lows against major currencies. The local 
currency-denominated South African 10-year bond plum−

meted 28.22% in 2015. Brazilian debt declined 30.69% in 
2015 on a local currency basis, in the midst of a corruption 
scandal and President Rousseff’s possible impeachment. 
Brazil remains in a steep recession after being cut to below 
investment grade by Standard & Poor’s earlier in the year. 

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

 10th Percentile  -0.34 0.41 2.22 0.66

 25th Percentile  -0.62 -0.81 1.74 0.26

 Median  -0.91 -1.19 1.51 -0.19

 75th Percentile  -1.14 -1.36 1.01 -0.44

 90th Percentile  -1.31 -1.88 0.14 -0.97

   Citi World Citi Non-U.S.  JPM EMBI JPM GBI-EM
  Gov  World Gov  Gl Div Gl Div

 Benchmark   -1.23 -1.38 1.25 -0.01
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

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

Γλοβαλ Στψλε −0.91 −3.31 −1.75 1.29 4.29 5.34

Citi World Govt −1.23 -3.57 −2.70 -0.08 3.44 4.59

Citi World Govt (Λοχαλ) 0.01 1.28 3.25 3.98 3.74 4.09

Βαρχλαψσ Γλοβαλ Αγγρεγατε −0.92 -3.15 −1.74 0.90 3.74 4.75

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

Νον−Υ.Σ. Στψλε −1.19 −5.89 −3.85 −0.12 3.67 5.27

Citi Non-U.S. World Govt -1.38 -5.54 −4.27 −1.30 3.05 4.43

Citi Non-U.S. World Govt (Λοχαλ) 0.48 1.52 4.20 4.49 3.72 4.01

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

Citi Euro Govt Bond −2.23 -8.74 -1.05 1.73 3.77 6.28
Citi Euro Govt Bond (Λοχαλ) 0.47 1.65 4.92 5.73 4.44 5.13

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

JPM EMBI Global Diversiied 1.25 1.18 0.99 5.36 6.86 8.99
JPM GBI-EM Global Diversiied −0.01 −14.92 -9.95 -3.48 4.31 �

*Returns less than one year are not annualized. 

Sources: Callan, Citigroup, JPMorgan Chase.

Εmεργινγ Σπρεαδσ Οϖερ Dεϖελοπεδ (By Region)
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Α Στραιγητ βυτ Βυmπψ Ροαδ

ΡΕΑΛ ΕΣΤΑΤΕ |  Mike Pritts

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ advanced 2.91%, recording a 
1.20% income return and a 1.72% appreciation return during 
the quarter. The NCREIF Property Index cash-low return appre−

ciated 0.64% for the quarter and 3.10% for the trailing four quar−
ters. There were 210 asset trades, representing $11.3 billion of 
overall transactional volume, comfortably ahead of the $5.1 bil−
lion 10-year quarterly transaction average and the prior peak of 
$8.7 billion in the second quarter of 2007.

Pricing remained stable as equal-weighted transactional capi−
talization rates decreased to 5.90%, a slight retreat from the 
2015 high (+5.91%) during the third quarter. Over the course 
of the prior cycle, quarterly equal-weighted transactional capi−
talization rates dipped to a low of 5.46% in the fourth quarter of 
2007 and expanded to a peak of 8.46% in the third quarter of 
2009. During the fourth quarter of 2015, appraisal capitalization 
rates decreased from 4.67% to 4.58%. As markets peaked over 
the prior cycle, appraisal capitalization rates declined to a low of 
4.89% in the third quarter of 2008.

Τηε NCREIF Open End Diversiied Core Equity Index notched 
a 3.11% total return, comprising a 1.14% income return and a 
2.20% appreciation return. In the listed real estate market, the 
ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ Ινδεξ (USD) gained 
4.40% and U.S. REITs tracked by the ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 

ΡΕΙΤσ Ινδεξ advanced an impressive 7.26%. 

In the U.S., volatility continued as REIT sectors rebounded 
sharply. Positive sector performance was led by Self-Storage 
(+16.76%), followed by Industrial (+8.69%), Residential 
(+8.38%), Retail (+8.10%), Malls (+6.77%), and Health Care 
(+2.61%). The only negative was Lodging (-2.27%).  For the 
year, Residential was the best performer of the primary real 
estate sectors (+10.22%), while Lodging lagged (-18.09%). U.S. 
REITs raised $10.2 billion following the completion of 14 unse−

cured-debt offerings raising $6.9 billion, 14 secondary offerings 

raising $3.1 billion, and two preferred-equity offerings raising 
$117 million. There was one U.S. REIT IPO during the quarter.  
Public equity inancing slightly increased from the third quarter’s 
ive-year low, but remained a challenge.  

During 2015, MSCI and S&P Dow Jones announced that in 
August 2016, they will begin to break out real estate into a dis−

tinct sector rather than continuing to include it in the broader 
group of Financials.  There are currently twenty-ive companies 
included in the S&P 500 Index that will now be included in the 
νεω ρεαλ εστατε σεχτορ.  Wηιλε mοστ χοmmερχιαλ ρεαλ εστατε ιν τηε 

U.S. is traded in the private markets, this change indicates the 
increasing importance of publicly listed real estate.  

In European core markets, pricing appears undeterred by volatil−
ity.  Capital-raising remains robust and has consolidated. Several 
large, commingled vehicles are currently in the market with new 
funds.  According to a survey produced by INREV, many (65%) 
Ευροπεαν ινϖεστορσ εξπεχτ το ινχρεασε τηειρ αλλοχατιον το ρεαλ 

εστατε οϖερ τηε νεξτ τωο ψεαρσ.    

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ
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ΡΕΑΛ ΕΣΤΑΤΕ (Continued)

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

Πριϖατε Ρεαλ Εστατε Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ρεαλ Εστατε Dαταβασε (νετ οφ φεεσ) 2.90 12.90 12.97 12.60 5.47 7.90

NCREIF Property 2.91 13.33 12.04 12.18 7.76 8.96

NFI-ODCE (value wtd. net) 3.11 13.95 12.77 12.60 5.55 6.94

Πυβλιχ Ρεαλ Εστατε Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

ΡΕΙΤ Dαταβασε 7.50 4.48 12.03 12.89 8.32 12.13

FTSE NAREIT Equity 7.26 3.20 11.23 11.96 7.41 11.16

Γλοβαλ Ρεαλ Εστατε Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ ΡΕΙΤ Dαταβασε 4.38 1.03 7.61 8.95 6.15 �

FTSE EPRA/NAREIT Developed REIT 4.40 0.05 6.59 7.97 5.39 9.20

*Returns for 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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Note: Capitalization rates are appraisal-based.

Asian Real Estate funds continue to raise capital despite a slow−

ing Chinese GDP and record capital outlows in the stock market 
and pressure on the renminbi.  The big question in early 2016 is 
whether continued market uncertainty in the Chinese economy 
ωιλλ αφφεχτ χοmmερχιαλ προπερτψ ϖαλυατιονσ ιν οτηερ παρτσ οφ Ασια 

and the world. 

CMBS issuance reached $23.4 billion, remaining steady since 
the third quarter and slightly down year-over-year ($25.2 billion). 
Total issuance for the trailing-12 months was $101.0 billion, a 
reduction from its second-quarter peak. 
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Πριϖατε Εθυιτψ Περφορmανχε Dαταβασε (%) (Pooled Horizon IRRs through June 30, 2015*)

Στρατεγψ 3 Μοντησ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ 20 Ψεαρσ

Αλλ ςεντυρε 6.8 26.8 21.0 18.7 11.4 4.0 27.1 

Γροωτη Εθυιτψ 5.0 11.0 15.3 14.6 12.7 9.9 14.9 

Αλλ Βυψουτσ 5.3 7.7 15.7 15.4 12.5 11.3 13.2 

Mezzanine 3.6 8.5 11.3 11.8 10.7 7.8 10.0 

Distressed 1.6 4.2 13.3 12.2 10.4 11.1 11.2 

Αλλ Πριϖατε Εθυιτψ 5.1 10.7 16.1 15.4 12.1 9.2 14.4 

S&P 500 Index 0.3 7.4 17.3 17.3 7.9 4.4 8.9 

Private equity returns are net of  fees. 

Sources: Standard & Poor’s, Thomson/Cambridge. 

*Most recent data available at time of  publication.

Λεϖελ ατ 35,000 Φεετ    

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Gary Robertson

In fundraising, Πριϖατε Εθυιτψ Αναλψστ reports that 2015’s fund−

raising total of $257 billion is a modest decline from 2014 (-3.6% 

or $10.5 billion). The number of funds formed declined by 83 

(-10.8%) to 682 in 2015. The fourth quarter’s new commitments 

totaled $59.7 billion with 125 new partnerships formed. While the 

dollar volume increased by 11% compared to the prior quarter’s 

$53.7 billion, the number of funds formed fell by 20% from the third 

quarter’s 179. The year’s inal quarter was surprisingly weak, likely 

due to the onset of public equity market volatility in mid-August.  

According to Βυψουτσ newsletter, announced and closed new-

company acquisitions totaled 1,911 in 2015, up 4% from 1,836 

in 2014. Announced and closed dollar volume was $303.7 billion, 

up 47% from $206.8 billion in 2014. The quarter generated 365 

announced and closed transactions, down from 548. Disclosed 

dollar volume totaled $77.2 billion, up from $66.7 billion. According 

to S&P Capital IQ, in the second half of the year average purchase 

price multiples remained just over 10x EBITDA.

According to the National Venture Capital Association, the $58.8 

βιλλιον οφ νεω ινϖεστmεντ ιν ϖεντυρε χαπιταλ χοmπανιεσ ισ α 16% 

jump for the year, up from $50.8 billion. The dollar volume in 2015 

is the second highest year on record, although signiicantly shy of  

irst place: $105.0 billion in 2000. The year produced 4,380 rounds 

of investment, slightly down from last year’s 4,441. Quarterly 

investment volume totaled $11.3 billion in 962 rounds of inancing, 

down from $16.6 billion in 1,149 rounds. 

Φυνδσ Χλοσεδ ϑανυαρψ 1 το Dεχεmβερ 31, 2015

Στρατεγψ Νο. οφ Φυνδσ Αmτ (∃mm) Περχεντ

ςεντυρε Χαπιταλ 281 34,274 13%

Βυψουτσ 263 169,694 66%

Subordinated Debt 28 12,535 5%
Distressed Debt 37 22,573 9%

Secondary and Other 15 6,637 3%

Fund-of-funds 58 10,961 4%

Τοταλσ 682 256,673 100%

Source: Private Equity Analyst

Regarding exits, Βυψουτσ reports that 2015’s aggregate disclosed 

M&A exit values of $127.4 billion is up 13% from 2014’s $111.5 

billion. The 513 private M&A exits of buyout-backed companies 

is down 35% from the 690 in 2014. Seven of the completed 99 

M&A exits had values over $1 billion, with the largest being Silver 

Lake’s $5.3 billion sale of Interactive Data Corp. to Intercontinental 

Exchange. There were only four buyout-backed IPOs, with a total 

value of $774.4 million. The full year produced 31 IPOs, raising a 

total of $9.1 billion. 

Venture-backed M&A exits for the year total 372 with 84 announced 

values totaling $16.2 billion, down from 385 exits and $48.1 billion 

in announced value last year. The quarter had 91 exits with 26 

announced values totaling $3.6 billion. The total number of M&A 

deals and announced value both declined from the third quarter’s 

109 exits totaling $6.9 billion. The year produced 77 venture-

backed IPOs raising $9.4 billion; for the quarter, there were 16 

raising $2.2 billion. The number and total loat was up versus the 

third quarter’s 15 IPOs raising $1.9 billion. 
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Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε 0.40 −0.09 4.72 3.54 3.96 5.28

CS Hedge Fund Index −0.12 −0.71 4.30 3.55 4.97 5.95
ΧΣ Εθυιτψ Μαρκετ Νευτραλ −0.04 1.69 3.16 2.96 −1.44 1.39

ΧΣ Χονϖερτιβλε Αρβιτραγε -0.58 0.81 1.67 2.76 4.42 4.94

ΧΣ Φιξεδ Ινχοmε Αρβιτραγε 0.03 0.59 2.90 4.84 3.84 4.50
ΧΣ Μυλτι−Στρατεγψ 0.51 3.84 7.01 6.77 6.17 6.89
ΧΣ Dιστρεσσεδ −1.76 -5.30 4.05 3.81 4.82 7.80
ΧΣ Ρισκ Αρβιτραγε 0.81 0.41 1.30 1.50 3.55 3.65
ΧΣ Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ -2.55 −6.67 2.86 1.08 5.12 6.45
ΧΣ Λονγ/Σηορτ Εθυιτψ 1.58 3.56 8.77 5.23 5.80 5.98
ΧΣ Dεδιχατεδ Σηορτ Βιασ −4.29 2.38 -10.15 −9.72 -8.90 −7.19

ΧΣ Γλοβαλ Μαχρο 0.62 0.17 2.52 3.70 6.79 9.04

ΧΣ Μαναγεδ Φυτυρεσ -1.05 −0.93 4.54 1.22 4.21 5.40
ΧΣ Εmεργινγ Μαρκετσ 2.79 −0.22 3.30 2.55 5.17 8.06

*Returns less than one year are not annualized. Sources: Callan, Credit Suisse. 

Υνδερ Πρεσσυρε

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

Growing unease with economic change is evident in the capi−
tal markets. Commodity prices slid further, led by oil, as China 
struggled with its centrally planned shift to a consumer-driven 
economy. Strong employment gains and record auto sales in 
the U.S. bolstered the Federal Reserve’s conidence to raise 
short-term rates for the irst time in almost a decade. Despite 
rebounding equities in developed markets, credit spreads 
widened, particularly among lower-rated bonds in the com−

modity sector. 

As a proxy for hedge funds without implementation costs, the 
Χρεδιτ Συισσε Ηεδγε Φυνδ Ινδεξ (ΧΣ ΗΦΙ) slipped 0.12% 
in the fourth quarter. By contrast, the median manager in the 
Χαλλαν Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε edged ahead 0.40%, 
νετ οφ αλλ φεεσ.  

Within the CS HFI, the major sector winner was Λονγ/Σηορτ 

Εθυιτψ (+1.58%). Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ (-2.55%), which 
is typically more focused on soft catalysts, fell particularly hard 
as investors led crowded trades in this space. Dιστρεσσεδ 

(-1.76%) also lost ground with credit spreads widening, but 
outpaced the Βαρχλαψσ Ηιγη Ψιελδ Χρεδιτ Ινδεξ (−2.07%). 

Within Callan’s Hedge Fund-of-Funds Database, market expo−

sures marginally affected performance. Aided by the U.S. 
equity market rally, the median Χαλλαν Λονγ/Σηορτ Εθυιτψ ΦΟΦ 

(+0.85%) outpaced the Χαλλαν Αβσολυτε Ρετυρν ΦΟΦ (-1.15%). 
With diversifying exposures to both non-directional and direc−

τιοναλ στψλεσ, τηε Core Diversiied FOF modestly gained 0.37%.

  Absolute Return Core Diversified Long/Short Eq
  FOF Style FOF Style FOF Style

 10th Percentile 2.21 1.41 3.14

 25th Percentile 0.43 0.94 2.54

 Median -1.15 0.37 0.85

 75th Percentile -1.58 -0.05 -0.48

 90th Percentile -2.08 -0.75 -1.01

 T-Bills + 5% 1.26 1.26 1.26

Sources: Callan, Merrill Lynch
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The Callan DC Index is an equally weighted index tracking the cash lows 
ανδ περφορmανχε οφ νεαρλψ 90 πλανσ, ρεπρεσεντινγ mορε τηαν ονε mιλλιον 

DΧ παρτιχιπαντσ ανδ οϖερ ∃135 βιλλιον ιν ασσετσ. Τηε Ινδεξ ισ υπδατεδ 

θυαρτερλψ ανδ ισ αϖαιλαβλε ον Χαλλαν�σ ωεβσιτε, ασ ισ τηε θυαρτερλψ DΧ 

Οβσερϖερ νεωσλεττερ.

The Callan DC Index™ declined 5.82% in the third quarter of 
2015, relecting widespread losses in global equity markets. 

According to the Callan DC Index, the typical deined contribu−

tion (DC) plan trailed deined beneit (DB) plans by 1.83% in 
the third quarter of 2015. This is primarily because DC plans 
have little exposure to longer-term ixed income. Meanwhile, 
the average 2035 target date fund fared even worse—declin−

ing 7.34%—relecting its higher allocation to equities (78% 
αϖεραγε αλλοχατιον).

Dριϖεν αλmοστ εντιρελψ βψ ινϖεστmεντ λοσσεσ, DΧ πλαν βαλανχεσ 

shrank by 5.97% in the third quarter. However, annualized total 
growth since inception remains steady at a respectable 7.33%. 
In the long term, participant contributions (net lows) added 
2.39% αννυαλλψ, ωηιλε mαρκετ αππρεχιατιον (ρετυρν γροωτη) χον−

tributed the remaining 4.94%.

Almost three-fourths of the asset classes in the DC Index expe−

rienced net outlows in the third quarter. Predictably, target 
date funds were among the only asset class to attract inlows. 
Despite weak performance, about 60 cents of every dollar that 
moved within DC plans ended up in target date funds.

For the irst time in two years, stable value experienced net 
inlows. Conversely, U.S. large cap and company stock saw 
signiicant outlows for the second consecutive quarter. Third-
θυαρτερ τυρνοϖερ αχτιϖιτψ (ι.ε., νετ τρανσφερ αχτιϖιτψ λεϖελσ) ωιτηιν 

DC plans came in at 0.38%, which is slightly higher than the 
second quarter (0.32%) but still well below the historical average 
of 0.65%.

Χηασινγ τηε Μαρκετ 

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  Tom Szkwarla

Νετ Χαση Φλοω Αναλψσισ (Τηιρδ Θυαρτερ 2015)∗ 

(Top Two and Bottom Two Asset Gatherers)

Ασσετ Χλασσ

Φλοωσ ασ % οφ

Τοταλ Νετ Φλοωσ

Target Date Funds 60.70%

Σταβλε ςαλυε 22.06%

U.S. Small/Mid Cap -18.45%

Υ.Σ. Λαργε Χαπ −42.20%

Τοταλ Τυρνοϖερ∗∗ 0.38%

Source: Callan DC Index

Data provided here is the most recent available at time of  publication.

* DC Index inception date is January 2006. DB plan performance is gross of  fees. 

**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∗

Average 2035 Fund Average Corporate DB Plan*Total DC Index
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Actual vs Target Asset Allocation
As of December 31, 2015

The top left chart shows the Fund’s asset allocation as of December 31, 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       1,014,213   22.1%   21.4%    0.7%          33,113
Domestic Fixed Income         831,760   18.1%   17.3%    0.8%          38,627
International Equity         680,198   14.8%   14.4%    0.4%          20,018
Int’l Fixed Income         220,253    4.8%    5.0% (0.2%) (8,976)
Global Real Estate         493,077   10.8%    9.9%    0.9%          39,204
World Equity         734,984   16.0%   16.0%    0.0%           1,451
Private Equity         175,494    3.8%    5.0% (1.2%) (53,735)
Timber         150,949    3.3%    5.0% (1.7%) (78,280)
Infrastructure         215,738    4.7%    5.0% (0.3%) (13,491)
Cash Equivalents          67,915    1.5%    1.0%    0.5%          22,069
Total       4,584,582  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
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(89)(91)
(81)(82)

(31)(40)

(22)(28)
(69)(72)

(8)(7)

(26)
(19) (8)(8)

10th Percentile 51.74 41.76 3.44 13.85 23.89 3.81 20.02 14.09
25th Percentile 44.53 35.38 1.82 10.21 21.21 0.00 12.32 0.00

Median 35.24 27.57 0.56 5.47 17.62 0.00 2.99 0.00
75th Percentile 29.08 20.34 0.00 0.00 14.22 0.00 0.00 0.00
90th Percentile 21.59 13.52 0.00 0.00 8.68 0.00 0.00 0.00

Fund 22.12 18.14 1.48 10.76 14.84 4.80 11.83 16.03

Target 21.40 17.30 1.00 9.90 14.40 5.00 15.00 16.00

% Group Invested 97.45% 97.45% 70.92% 61.22% 90.82% 17.86% 46.43% 21.43%

* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 12.3% Barclays Aggregate Index, 11.2% MSCI EAFE Index, 9.9% NCREIF

Total Index, 5.0% CPI-W, 5.0% NDSIB PEN - Private Equity, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.9% Russell 2000 Index, 3.2% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - December 31, 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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Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended December 31, 2015

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 5.82% 5.85% (0.01%) 0.01% 0.01%
Domestic Fixed Income 19% 18% (0.40%) (0.99%) 0.11% (0.07%) 0.05%
Global Real Estate 11% 10% 2.53% 2.91% (0.04%) (0.00%) (0.04%)
Infrastructure 5% 5% 0.13% (0.80%) 0.04% 0.01% 0.05%
Timber 4% 5% 2.02% 1.86% 0.01% (0.01%) 0.00%
International Equity 14% 14% 4.62% 3.81% 0.11% (0.02%) 0.10%
International Fixed Inc. 5% 5% (0.80%) (1.26%) 0.02% (0.00%) 0.02%
Private Equity 4% 5% (3.57%) (3.57%) 0.00% 0.07% 0.07%
World Equity 16% 16% 4.83% 5.50% (0.10%) (0.04%) (0.14%)
Cash & Equivalents 1% 1% 0.04% 0.03% 0.00% 0.01% 0.01%

Total = + +2.75% 2.63% 0.15% (0.04%) 0.11%

* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 12.3% Barclays Aggregate Index, 11.2% MSCI EAFE Index, 9.9% NCREIF

Total Index, 5.0% CPI-W, 5.0% NDSIB PEN - Private Equity, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.9% Russell 2000 Index, 3.2% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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%

Domestic Equity

Domestic Fixed Income

Global Real Estate

Infrastructure

Timberland

International Equity

International Fixed Inc.

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%

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% 1.59% (0.27%) 0.42% (0.04%) 0.38%
Domestic Fixed Income 19% 18% 0.48% (0.80%) 0.24% (0.03%) 0.21%
Global Real Estate 10% 10% 15.12% 13.33% 0.15% (0.02%) 0.13%
Infrastructure 4% 5% (0.01%) 0.38% (0.01%) (0.01%) (0.02%)
Timberland 4% 5% 5.68% 4.97% 0.04% (0.07%) (0.04%)
International Equity 14% 14% (1.24%) (3.99%) 0.41% (0.06%) 0.34%
International Fixed Inc. 5% 5% (7.24%) (6.02%) (0.07%) 0.00% (0.07%)
Private Equity 4% 5% (8.24%) (8.24%) 0.00% 0.06% 0.06%
World Equity 16% 16% (2.00%) (0.87%) (0.18%) (0.03%) (0.21%)
Cash & Equivalents 1% 1% 0.10% 0.05% 0.00% 0.00% 0.00%

Total = + +0.88% 0.09% 0.99% (0.20%) 0.79%

* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 12.3% Barclays Aggregate Index, 11.2% MSCI EAFE Index, 9.9% NCREIF

Total Index, 5.0% CPI-W, 5.0% NDSIB PEN - Private Equity, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.9% Russell 2000 Index, 3.2% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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

(1.0%) (0.5%) 0.0% 0.5% 1.0% 1.5%

Domestic Equity

Domestic Fixed Income

Global Real Estate

Timber

Infrastructure

International Equity

International Fixed Inc.

Private Equity

World Equity

Cash & Equivalents

Total

Manager Effect Asset Allocation Total

Cumulative Relative Attribution Effects

0%

1%

2%

3%

4%

5%

6%

2013 2014 2015

Manager Effect

Asset Allocation

Total

Three Year Annualized Relative Attribution Effects

Effective Effective Total
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Domestic Equity 23% 21% 15.73% 14.30% 0.30% 0.11% 0.41%
Domestic Fixed Income 19% 18% 3.34% 1.54% 0.35% (0.02%) 0.33%
Global Real Estate 9% 10% 14.84% 12.04% 0.25% (0.01%) 0.23%
Timber 4% 5% 2.13% 8.35% (0.28%) (0.05%) (0.33%)
Infrastructure 4% 5% 4.94% 0.72% 0.17% 0.06% 0.23%
International Equity 15% 14% 4.63% 2.40% 0.32% (0.02%) 0.31%
International Fixed Inc. 5% 5% (3.27%) (4.07%) 0.04% (0.00%) 0.04%
Private Equity 4% 5% (0.21%) (0.21%) 0.00% 0.01% 0.01%
World Equity 16% 16% 9.83% 9.63% 0.06% (0.09%) (0.03%)
Cash & Equivalents 1% 1% 0.07% 0.05% 0.00% (0.00%) (0.00%)

Total = + +7.86% 6.65% 1.21% 0.00% 1.21%

* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 12.3% Barclays Aggregate Index, 11.2% MSCI EAFE Index, 9.9% NCREIF

Total Index, 5.0% CPI-W, 5.0% NDSIB PEN - Private Equity, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.9% Russell 2000 Index, 3.2% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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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Domestic Equity 27% 26% 12.48% 11.81% 0.10% 0.05% 0.15%
Domestic Fixed Income 20% 19% 5.44% 3.81% 0.26% (0.06%) 0.20%
Global Real Estate 9% 9% 14.82% 12.18% 0.21% 0.00% 0.21%
Timber 4% 4% - - (0.28%) (0.01%) (0.29%)
Infrastructure 3% 4% - - 0.17% 0.09% 0.26%
International Equity 16% 16% 3.48% 1.55% 0.31% (0.01%) 0.29%
International Fixed Inc. 5% 5% 1.24% (0.83%) 0.11% (0.01%) 0.10%
Private Equity 5% 5% 2.54% 2.54% 0.00% (0.03%) (0.03%)
World Equity 11% 11% - - 0.01% (0.05%) (0.04%)
Cash & Equivalents 1% 1% 0.09% 0.07% 0.00% (0.01%) (0.01%)

Total = + +7.29% 6.43% 0.90% (0.04%) 0.86%

* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 12.3% Barclays Aggregate Index, 11.2% MSCI EAFE Index, 9.9% NCREIF

Total Index, 5.0% CPI-W, 5.0% NDSIB PEN - Private Equity, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.9% Russell 2000 Index, 3.2% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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.

Ten Year Annualized Relative Attribution Effects
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Domestic Equity 32% 32% 6.39% 7.27% (0.31%) 0.01% (0.30%)
Domestic Fixed Income 23% 22% 5.83% 5.29% (0.03%) (0.01%) (0.04%)
Global Real Estate 9% 8% 6.29% 7.76% (0.13%) (0.03%) (0.16%)
Timber 2% 2% - - (0.14%) (0.01%) (0.14%)
Infrastructure 2% 2% - - 0.09% 0.04% 0.13%
International Equity 17% 17% 4.73% 3.15% 0.27% (0.03%) 0.24%
International Fixed Inc. 5% 5% 4.61% 3.26% 0.07% (0.03%) 0.04%
Private Equity 4% 5% 2.05% 2.05% 0.00% (0.05%) (0.05%)
World Equity 5% 5% - - 0.01% (0.03%) (0.02%)
Cash & Equivalents 1% 1% 1.03% 1.24% (0.00%) (0.01%) (0.02%)

Total = + +5.38% 5.72% (0.18%) (0.16%) (0.34%)

* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 12.3% Barclays Aggregate Index, 11.2% MSCI EAFE Index, 9.9% NCREIF

Total Index, 5.0% CPI-W, 5.0% NDSIB PEN - Private Equity, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.9% Russell 2000 Index, 3.2% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Cumulative Performance Relative to Target

The first chart below illustrates the cumulative performance of the Total Fund relative to the cumulative performance of the
Fund’s Target Asset Mix. The Target Mix is assumed to be rebalanced each quarter with no transaction costs. The second
chart below shows the return and the risk of the Total Fund and the Target Mix, contrasted with the returns and risks of the
funds in the Public Fund Sponsor Database.
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* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 12.3% Barclays Aggregate Index, 11.2% MSCI EAFE Index, 9.9% NCREIF

Total Index, 5.0% CPI-W, 5.0% NDSIB PEN - Private Equity, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.9% Russell 2000 Index, 3.2% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, the fund’s historical target asset allocation, and the historical asset allocation of the
average fund in the Public Fund Sponsor Database.
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* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 12.3% Barclays Aggregate Index, 11.2% MSCI EAFE Index, 9.9% NCREIF

Total Index, 5.0% CPI-W, 5.0% NDSIB PEN - Private Equity, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.9% Russell 2000 Index, 3.2% 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 December 31, 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.

Public Fund Sponsor Database
R

e
tu

rn
s

(4%)

(2%)

0%

2%

4%

6%

8%

10%

12%

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

(62)(66)

(31)
(58)

(42)

(67)
(39)

(69)

(73)
(53)

10th Percentile 3.70 1.73 9.07 8.28 6.52
25th Percentile 3.35 1.04 8.34 7.73 6.15

Median 2.96 0.33 7.50 6.99 5.78
75th Percentile 2.44 (0.61) 6.29 6.28 5.33
90th Percentile 1.78 (1.40) 4.92 5.46 4.77

Total Fund 2.75 0.88 7.86 7.29 5.38
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10th Percentile 3.02 2.13 8.60 7.96 6.26
25th Percentile 2.90 1.69 8.09 7.57 5.96

Median 2.76 1.22 7.68 7.19 5.71
75th Percentile 2.64 0.65 7.25 6.89 5.46
90th Percentile 2.47 (0.17) 6.70 6.43 5.19

Total Fund 2.75 0.88 7.86 7.29 5.38

Policy Target 2.63 0.09 6.65 6.43 5.72

* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 12.3% Barclays Aggregate Index, 11.2% MSCI EAFE Index, 9.9% NCREIF

Total Index, 5.0% CPI-W, 5.0% NDSIB PEN - Private Equity, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.9% Russell 2000 Index, 3.2% 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 = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 12.3% Barclays Aggregate Index, 11.2% MSCI EAFE Index, 9.9% NCREIF

Total Index, 5.0% CPI-W, 5.0% NDSIB PEN - Private Equity, 5.0% Barclays HY Corp 2% Issue, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.9% Russell 2000 Index, 3.2% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2015, with
the distribution as of September 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

December 31, 2015 September 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $2,604,888,443 56.82% $(1,601,600) $113,630,860 $2,492,859,183 54.79%

Domestic Equity $1,014,213,411 22.12% $(51,635,320) $58,818,706 $1,007,030,025 22.13%

    Large Cap Domestic Equity $791,638,170 17.27% $(47,470,320) $51,344,629 $787,763,862 17.31%
L.A. Capital 303,526,819 6.62% (16,912,211) 19,844,879 300,594,152 6.61%
LACM Enhanced Index 182,064,091 3.97% (24,233,109) 12,181,875 194,115,326 4.27%
Northern Trust AM Enh S&P 500 131,075,605 2.86% (2,725,000) 7,325,772 126,474,833 2.78%
Parametric Clifton Enh S&P 500 174,971,655 3.82% (3,600,000) 11,992,104 166,579,551 3.66%

    Small Cap Domestic Equity $222,575,241 4.85% $(4,165,000) $7,474,077 $219,266,164 4.82%
Callan 110,865,377 2.42% 0 3,061,944 107,803,433 2.37%
Parametric Clifton Enh Small Cap 111,709,864 2.44% (4,165,000) 4,412,134 111,462,731 2.45%

International Equity $680,197,692 14.84% $22,183,256 $28,910,369 $629,104,067 13.83%

    Developed Int’l Equity $524,965,050 11.45% $(316,744) $26,709,154 $498,572,639 10.96%
Capital Group 125,313,707 2.73% (131,945) 5,782,239 119,663,413 2.63%
DFA Int’l Small Cap 74,875,091 1.63% 0 2,901,043 71,974,049 1.58%
Northern Trust AM World Ex US 229,636,515 5.01% 0 8,718,221 220,918,294 4.86%
Wellington Management Co. 95,139,737 2.08% (184,799) 9,307,652 86,016,884 1.89%

    Emerging Markets Equity $155,232,643 3.39% $22,500,000 $2,201,215 $130,531,428 2.87%
Axiom 115,886,735 2.53% 16,750,000 1,566,667 97,570,068 2.14%
DFA 39,345,908 0.86% 5,750,000 634,548 32,961,360 0.72%

World Equity $734,983,564 16.03% $22,919,354 $32,313,893 $679,750,317 14.94%
EPOCH Investment Partners 326,199,223 7.12% 9,115,039 18,353,224 298,730,960 6.57%
LSV Asset Management 408,784,341 8.92% 13,804,315 13,960,669 381,019,357 8.37%
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2015, with
the distribution as of September 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

December 31, 2015 September 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Private Equity $175,493,775 3.83% $4,931,110 $(6,412,109) $176,974,774 3.89%

Adams Street Direct Co-Invest Fd 8,988,800 0.20% (1,542,935) 601,376 9,930,359 0.22%
Adams Street Direct Fund 2010 1,435,589 0.03% (152,019) 104,191 1,483,417 0.03%
Adams Street 1998 Partnership 123,729 0.00% 0 1,995 121,734 0.00%
Adams Street 1999 Partnership 568,387 0.01% 0 37,245 531,142 0.01%
Adams Street 2000 Partnership 1,399,315 0.03% 0 (30,056) 1,429,371 0.03%
Adams Street 2001 Partnership 1,832,198 0.04% 0 (143,208) 1,975,406 0.04%
Adams Street 2002 Partnership 856,691 0.02% 0 (15,599) 872,290 0.02%
Adams Street 2003 Partnership 437,160 0.01% 0 (13,564) 450,724 0.01%
Adams Street 2010 Partnership 5,514,575 0.12% 66,799 318,875 5,128,901 0.11%
Adams Street 2008 Fund 7,391,174 0.16% (267,926) 619,978 7,039,122 0.15%
Adams Street 1999 Non-US 407,100 0.01% 0 53,470 353,630 0.01%
Adams Street 2000 Non-US 723,946 0.02% 0 (44,833) 768,779 0.02%
Adams Street 2001 Non-US 346,607 0.01% 0 (34,456) 381,063 0.01%
Adams Street 2002 Non-US 1,112,540 0.02% 0 130,772 981,768 0.02%
Adams Street 2003 Non-US 778,419 0.02% 0 20,871 757,548 0.02%
Adams Street 2004 Non-US 528,195 0.01% (87,968) (30,940) 647,103 0.01%
Adams Street 2010 Non-US 2,559,596 0.06% 66,966 155,795 2,336,835 0.05%
Adams Street 2010 Non-US Emg 1,249,648 0.03% 67,500 76,997 1,105,151 0.02%
Adams Street 2015 Global Fd 810,000 0.02% 811,442 (1,442) - -
Adams Street BVCF IV Fund 3,768,072 0.08% 0 (59,842) 3,827,914 0.08%
Hearthstone Advisors MSII 1 0.00% 0 0 1 0.00%
Hearthstone Advisors MSIII 148,138 0.00% 0 (3,411) 151,549 0.00%
CorsAir III 13,695,940 0.30% (23,593) 3,784,917 9,934,616 0.22%
ND Investors 11,075,982 0.24% 25,000 (25,000) 11,075,982 0.24%
CorsAir IV 23,595,413 0.51% 7,623,837 (786,896) 16,758,472 0.37%
Capital International V 9,122,087 0.20% (2,715,362) (3,755,872) 15,593,321 0.34%
Capital International VI 15,886,391 0.35% 2,130,395 (1,437,417) 15,193,413 0.33%
EIG Energy Fund XIV 14,075,841 0.31% (747,081) (3,560,173) 18,383,095 0.40%
Lewis & Clark, LP 2,724,490 0.06% 0 0 2,724,490 0.06%
Lewis & Clark II 9,435,908 0.21% 0 0 9,435,908 0.21%
Quantum Energy Partners 6,687,103 0.15% 288,791 (874,594) 7,272,906 0.16%
Quantum Resources 1 0.00% (252,628) (280,252) 532,881 0.01%
Matlin Patterson I 12,121 0.00% 0 0 12,121 0.00%
Matlin Patterson II 1,614,422 0.04% 0 98,705 1,515,717 0.03%
Matlin Patterson III 26,588,196 0.58% (360,107) (1,319,742) 28,268,045 0.62%
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2015, with
the distribution as of September 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

December 31, 2015 September 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL FIXED INCOME $1,052,012,790 22.95% $(88,680,781) $(4,672,478) $1,145,366,048 25.17%

Domestic Fixed Income $831,759,853 18.14% $(86,053,403) $(2,872,548) $920,685,804 20.24%

    Inv. Grade Fixed Income $591,855,730 12.91% $(74,643,277) $747,525 $665,751,482 14.63%
Declaration Total Return 84,726,314 1.85% (30,314) (457,846) 85,214,474 1.87%
J. P. Morgan MBS 122,871,434 2.68% (2,565,192) (625,583) 126,062,208 2.77%
PIMCO DiSCO II 89,513,106 1.95% 0 1,313,099 88,200,007 1.94%
PIMCO MBS 163,171,095 3.56% (18,225,000) (28,226) 181,424,321 3.99%
PIMCO Unconstrained 71,503,274 1.56% (21,700,000) 1,271,386 91,931,887 2.02%
SSgA Long US Treas Index 60,070,508 1.31% (32,122,771) (725,306) 92,918,584 2.04%

    Below Inv. Grade Fixed Income $239,904,123 5.23% $(11,410,126) $(3,620,073) $254,934,322 5.60%
Goldman Sachs 2006 Offshore 1,348,851 0.03% (123,812) 61,746 1,410,917 0.03%
Goldman Sachs Offshore V 2,809,504 0.06% (252,293) 140,026 2,921,771 0.06%
Loomis Sayles 191,038,407 4.17% (19,784,021) (4,394,612) 215,217,040 4.73%
PIMCO Bravo II Fund 44,707,361 0.98% 8,750,000 572,767 35,384,594 0.78%

Internationall Fixed Income $220,252,936 4.80% $(2,627,378) $(1,799,929) $224,680,244 4.94%
Brandywine 121,778,769 2.66% (2,545,330) (606,265) 124,930,365 2.75%
UBS Global Asset Mgmt. 98,474,167 2.15% (82,048) (1,193,664) 99,749,879 2.19%

GLOBAL REAL ASSETS $859,765,362 18.75% $(14,642,181) $16,316,471 $858,091,072 18.86%

Global Real Estate $493,077,437 10.76% $14,720,503 $12,494,443 $465,862,491 10.24%
Invesco Core Real Estate 212,871,072 4.64% 19,839,010 5,178,703 187,853,360 4.13%
Invesco Fund II 9,131,117 0.20% (2,000,114) 678,228 10,453,003 0.23%
Invesco Fund III 26,789,452 0.58% (6,000,000) 678,656 32,110,796 0.71%
Invesco Asia RE Feeder 7,274,061 0.16% (255,000) 2,043,741 5,485,321 0.12%
Invesco Asia RE Fund III 8,522,500 0.19% 8,540,000 (17,500) - -
Invesco Value Added Fd IV 17,111,241 0.37% (5,345,300) (455,752) 22,912,293 0.50%
JP Morgan 178,395,097 3.89% 0 5,961,449 172,433,648 3.79%
JP Morgan Alternative Fd 303,703 0.01% (50,811) 0 354,513 0.01%
JP Morgan China Property Fd 9,808,819 0.21% (3,762) (64,131) 9,876,712 0.22%
JP Morgan Greater European Opp Fd 22,870,375 0.50% (3,520) (1,508,950) 24,382,845 0.54%

Timber $150,949,460 3.29% $(30,000,042) $3,550,364 $177,399,138 3.90%
TIR Teredo 32,584,238 0.71% (29,600,038) 1,289,621 60,894,655 1.34%
TIR Springbank 118,365,222 2.58% (400,003) 2,260,742 116,504,483 2.56%

Infrastructure $215,738,465 4.71% $637,358 $271,664 $214,829,443 4.72%
JP Morgan Asian Infrastructure 29,053,590 0.63% (25,018) (1,521,392) 30,600,000 0.67%
JP Morgan IIF 139,963,800 3.05% (384,419) 498,197 139,850,021 3.07%
Grosvenor Cust. Infrastructure 38,815,319 0.85% (1,754,397) 549,484 40,020,232 0.88%
Grosvenor Cust. Infrastructure II 7,905,756 0.17% 2,801,191 745,375 4,359,190 0.10%

CASH & CASH EQUIVALENTS $67,914,951 1.48% $14,534,022 $21,414 $53,359,514 1.17%
Cash Account 67,914,951 1.48% 14,534,022 21,414 53,359,514 1.17%

Securities Lending Income $0 0.00% $(176,791) $176,791 - -

Total Fund $4,584,581,545 100.0% $(90,567,331) $125,473,058 $4,549,675,818 100.0%

 38
NDSIB - Consolidated Pension Trust



Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 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 December 31, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Global Equity
Gross 4.55% (0.91%) 9.94% - -
Net 4.51% (1.22%) 9.55% - -
   Wtd Avg Global Equity Benchmark 4.44% (1.95%) 8.76% - -

Domestic Equity
Gross 5.82% 1.59% 15.73% 12.48% 6.39%
Net 5.80% 1.44% 15.47% 12.20% 6.07%
   Wtd Avg Domestic Equity Benchmark 5.85% (0.27%) 14.30% 11.81% 7.27%

Large Cap Equity
Gross 6.54% 3.50% 16.76% 13.12% 5.83%
Net 6.51% 3.36% 16.56% 12.92% 5.58%
   Large Cap Benchmark (1) 6.50% 0.92% 15.01% 12.58% 7.31%

L.A. Capital - Gross 6.66% 7.22% 18.00% 13.80% 9.09%
L.A. Capital - Net 6.61% 7.00% 17.76% 13.56% 8.88%
   Russell 1000 Growth Index 7.32% 5.67% 16.83% 13.53% 8.53%

LACM Enhanced Index - Goss 6.43% 2.70% 16.31% 12.92% 8.09%
LACM Enhanced Index  - Net 6.41% 2.58% 16.17% 12.78% 7.92%
   Russell 1000 Index 6.50% 0.92% 15.01% 12.44% 7.40%

Northern Tr AM Enh S&P500 - Gross 5.82% (0.89%) 15.81% 13.38% 7.38%
Northern Tr AM Enh S&P500 - Net 5.82% (1.11%) 15.34% 13.02% 7.19%
   S&P 500 Index 7.04% 1.38% 15.13% 12.57% 7.31%

Parametric Clifton Enh S&P500 - Gross 7.18% 1.35% 15.04% - -
Parametric Clifton Enh S&P500 - Net 7.18% 1.35% 15.03% - -
   S&P 500 Index 7.04% 1.38% 15.13% 12.57% 7.31%

Small Cap Equity
Gross 3.36% (4.72%) 12.02% 10.23% 7.56%
Net 3.36% (4.90%) 11.58% 9.73% 7.04%
   Russell 2000 Index 3.59% (4.41%) 11.65% 9.19% 6.80%

Callan - Net 2.84% (6.03%) 11.05% 8.60% -
   Russell 2000 Index 3.59% (4.41%) 11.65% 9.19% 6.80%

Parametric Clifton Enh SmCap - Gross 3.86% (3.43%) 12.53% 10.40% -
Parametric Clifton Enh SmCap - Net 3.86% (3.79%) 12.05% 9.90% -
    Russell 2000 Index 3.59% (4.41%) 11.65% 9.19% 6.80%

(1) S&P 500 Index through 12/31/2011 and Russell 1000 Index thereafter.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 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 December 31, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
International Equity

Gross 4.62% (1.24%) 4.63% 3.48% 4.73%

Net 4.57% (1.43%) 4.31% 3.12% 4.32%

   Wtd Avg Int’l Equity Benchmark 3.81% (3.99%) 2.40% 1.55% 3.15%

Developed Intl Equity
Gross 5.36% 1.76% 7.07% 4.72% 3.94%

Net 5.29% 1.51% 6.75% 4.38% 3.58%

   Benchmark(1) 4.71% (0.81%) 5.01% 3.37% 2.55%

Capital Group - Gross 4.83% (2.97%) 5.15% 3.89% 2.62%

Capital Group - Net 4.72% (3.37%) 4.69% 3.57% 2.38%

    Benchmark(1) 4.71% (0.81%) 5.01% 3.37% 2.55%

DFA Int’l Small Cap Value - Net 4.03% 3.99% 9.36% 5.71% -

    World  ex US SC Value 3.78% 1.06% 6.71% 3.85% 4.56%

Northern Tr AM World ex US - Gross 3.95% (2.70%) - - -

Northern Tr AM World ex US - Net 3.95% (2.73%) - - -

    MSCI World ex US 3.91% (3.04%) 3.93% 2.79% 2.92%

Wellington Management - Gross 10.83% 19.98% 15.36% 10.63% 8.01%

Wellington Management - Net 10.61% 19.01% 14.41% 9.70% 7.11%

    BMI, EPAC, <$2 B 6.01% 9.32% 9.19% 5.13% 4.12%

Emerging Markets Equity
Gross 2.04% (11.42%) (4.27%) (1.25%) 5.58%

Net 2.04% (11.42%) (4.61%) (1.67%) 5.06%

   Emerging Mkts  - Net 0.66% (14.92%) (6.76%) (4.80%) 3.61%

Axiom - Net 2.03% (12.16%) - - -

   Emerging Mkts  - Net 0.66% (14.92%) (6.76%) (4.80%) 3.61%

DFA - Net 2.41% (8.70%) (2.48%) (2.24%) 7.20%

   Emerging Mkts  - Net 0.66% (14.92%) (6.76%) (4.80%) 3.61%

World Equity
Gross 4.83% (2.00%) 9.83% - -

Net 4.75% (2.74%) 9.03% - -

   MSCI World Index 5.50% (0.87%) 9.63% 7.59% 4.98%

EPOCH Investment - Gross(2) 6.16% 0.49% 11.55% - -

EPOCH Investment - Net 6.01% (0.14%) 10.79% - -

    MSCI World Index 5.50% (0.87%) 9.63% 7.59% 4.98%

LSV Asset Management - Gross(3) 3.82% (3.88%) - - -

LSV Asset Management - Net 3.80% (4.70%) - - -

    MSCI ACWI Idx 5.15% (1.84%) 8.26% 6.66% 5.31%

(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.

 40
NDSIB - Consolidated Pension Trust



Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 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 December 31, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Private Equity*
Net (3.57%) (8.25%) (0.24%) 2.48% 2.64%

Adams Street Direct Co-Invest Fd 6.06% 14.72% 21.13% 16.67% -
Adams Street Direct Fund 2010 7.70% 16.78% 18.21% 14.44% -
Adams Street 1998 Partnership 1.64% 3.06% 4.60% 1.82% 1.72%
Adams Street 1999 Partnership 7.01% (4.97%) 2.14% 4.56% 4.57%
Adams Street 2000 Partnership (2.10%) (5.47%) (1.36%) 3.83% 5.56%
Adams Street 2001 Partnership (7.25%) (8.82%) 4.49% 6.94% 5.86%
Adams Street 2002 Partnership (1.79%) (8.63%) (0.74%) 5.25% 5.22%
Adams Street 2003 Partnership (3.01%) 8.61% 14.60% 9.60% 8.36%
Adams Street 2010 Partnership 6.21% 18.39% 15.62% 13.89% -
Adams Street 2008 Fund 8.80% 12.65% 13.43% 10.28% -
Adams Street 1999 Non-US 15.12% 7.26% 6.40% 13.32% 17.25%
Adams Street 2000 Non-US (5.83%) (0.73%) (2.23%) (0.01%) 7.57%
Adams Street 2001 Non-US (9.04%) 56.16% 29.70% 15.62% 6.66%
Adams Street 2002 Non-US 13.32% 12.08% 3.83% 6.25% 9.63%
Adams Street 2003 Non-US 2.76% 15.79% 10.51% 10.11% 15.11%
Adams Street 2004 Non-US (5.10%) 3.14% 8.95% 7.31% 6.55%
Adams Street 2010 Non-US 6.67% 4.52% 7.00% 4.49% -
Adams Street 2010 Non-US Emg 6.99% 17.30% 9.56% (3.18%) -
Adams Street BVCF IV Fund (1.56%) 7.53% 31.60% 37.30% 30.72%

CorsAir III 38.19% 24.21% 6.33% 2.76% -
ND Investors (0.23%) (5.28%) 0.46% 1.17% -
CorsAir IV (4.27%) 16.78% 16.93% 5.52% -
Capital International V (25.36%) (32.87%) (13.43%) (3.63%) -
Capital International VI (8.30%) (23.20%) (17.66%) - -
EIG Energy Fund XIV (19.35%) (37.12%) (16.11%) (7.59%) -
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 (11.57%) (36.79%) 1.68% 9.64% -
Matlin Patterson I 0.00% 0.00% (1.77%) 641.83% 178.43%
Matlin Patterson II 6.51% 26.60% (1.41%) (34.33%) (23.86%)
Matlin Patterson III (4.67%) 1.22% 3.17% 23.57% -

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

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 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 December 31, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Global Fixed Income

Gross (0.48%) (1.08%) 1.96% - -

Net (0.53%) (1.31%) 1.73% - -

   Wtd Avg Global FI Benchmark (1.02%) (1.90%) 0.33% - -

Domestic Fixed Income
Gross (0.40%) 0.48% 3.34% 5.44% 5.83%

Net (0.44%) 0.28% 3.14% 5.22% 5.56%

   Wtd Avg Domestic FI Benchmark (0.99%) (0.80%) 1.54% 3.81% 5.29%

Inv. Grade Fixed Income
Gross 0.10% 1.75% 3.20% 4.88% 5.65%

Net 0.09% 1.64% 3.09% 4.72% 5.43%

   Barclays Aggregate Index (0.57%) 0.55% 1.44% 3.25% 4.51%

Declaration Total Return - Net (0.54%) 2.25% 3.96% - -

   Libor-3 Month 0.09% 0.30% 0.27% 0.32% 1.66%

J.P. Morgan MBS - Gross (0.50%) 1.91% - - -

J.P. Morgan MBS - Net (0.55%) 1.70% - - -

   Barclays Mortgage (0.10%) 1.51% 2.01% 2.96% 4.64%

PIMCO Unconstrained - Gross(1) 1.41% (0.66%) (0.06%) - -

PIMCO Unconstrained - Net 1.41% (0.83%) (0.24%) - -

   Blended Benchmark(2) 0.09% 0.30% 0.34% - -

PIMCO DiSCO II - Net 1.49% 5.15% 7.99% - -

   Barclays Aggregate Index (0.57%) 0.55% 1.44% 3.25% 4.51%

PIMCO MBS - Gross (0.02%) 1.79% 1.72% - -

PIMCO MBS - Net (0.02%) 1.66% 1.56% - -

   Barclays Mortgage (0.10%) 1.51% 2.01% 2.96% 4.64%

SSgA Long US Treas Idx - Gross (1.38%) (1.22%) - - -

SSgA Long US Treas Idx - Net (1.39%) (1.26%) - - -

    Barclays Long Treas (1.38%) (1.21%) 2.57% 7.74% 6.73%

Below Inv. Grade Fixed Income
Gross (1.65%) (2.72%) 3.70% 6.79% 5.96%

Net (1.75%) (3.13%) 3.24% 6.44% 5.56%

   Barclays HY Corp 2% Issue (2.06%) (4.43%) 1.70% 5.03% 6.95%

Goldman Sachs 2006 Offshore - Net 4.80% 18.04% 23.53% 13.43% -

Goldman Sachs Offshore V - Net 5.25% 7.62% 13.13% 15.19% -

PIMCO Bravo II Fund - Net 1.62% 8.37% - - -

   Barclays HY Corp 2% Issue (2.06%) (4.43%) 1.70% 5.03% 6.95%

Loomis Sayles - Gross (2.50%) (4.76%) 2.40% 5.55% 7.14%

Loomis Sayles - Net (2.62%) (5.23%) 1.90% 5.17% 6.78%

   Barclays HY Corp 2% Issue (2.06%) (4.43%) 1.70% 5.03% 6.95%

(1) The product changed from Commingled Fund to Separate Account in March 2014.

(2) Libor-3 month through Feb. 28, 2014; Fund’s performance through March 31, 2014; Libor-3 month thereafter.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 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 December 31, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
International Fixed Income

Gross (0.80%) (7.24%) (3.27%) 1.24% 4.61%
Net (0.89%) (7.58%) (3.62%) 0.95% 4.37%
   Wtd Avg Int’l FI Benchmark (1.26%) (6.02%) (4.07%) (0.83%) 3.26%

Brandywine - Gross (0.50%) (8.05%) (1.81%) 3.57% 6.17%
Brandywine - Net (0.59%) (8.39%) (2.19%) 3.30% 5.99%
   Barclays Global Aggregate (0.92%) (3.15%) (1.74%) 0.90% 3.74%

UBS Global Asset Mgmt. - Gross (1.20%) (6.08%) (4.67%) (1.16%) 2.82%
UBS Global Asset Mgmt. - Net (1.28%) (6.39%) (4.97%) (1.47%) 2.51%
   Blended Benchmark(1) (1.26%) (6.02%) (4.07%) (0.84%) 3.26%

Global Real Assets
Gross 1.87% 9.31% 9.28% - -
Net 1.77% 8.85% 8.86% - -
   Wtd Avg Global Real Assets Benchmark 1.71% 7.85% 8.18% - -

Global Real Estate
Gross 2.53% 15.12% 14.84% 14.82% 6.29%
Net 2.41% 14.50% 14.28% 14.02% 4.54%
   NCREIF Total Index 2.91% 13.33% 12.04% 12.18% 7.76%

Invesco Core Real Estate - Gross 2.49% 14.71% 14.56% 13.32% 7.16%
Invesco Core Real Estate - Net 2.41% 14.33% 14.11% 12.88% 6.63%
Invesco Fund II - Net 6.49% 7.81% 13.51% 19.74% -
Invesco Fund III - Net 2.11% 11.44% 17.08% - -
Invesco Asia RE Feeder - Net 37.25% 67.57% 18.26% 9.89% -
Invesco Value Added Fd IV - Net (1.99%) - - - -
JP Morgan - Gross 3.46% 16.55% 15.14% 15.02% 7.11%
JP Morgan - Net 3.22% 15.19% 13.99% 13.95% 6.03%
JP Morgan Alternative Fd - Net 0.00% (26.73%) (10.28%) 0.69% (5.77%)
JP Morgan China Property Fd - Net (0.65%) 13.35% 23.80% 14.72% -
JPM Greater European Opp Fd - Net (6.19%) 3.03% 14.70% *******%) -
   NCREIF Total Index 2.91% 13.33% 12.04% 12.18% 7.76%

Timber
Net 2.02% 5.68% 2.13% - -

TIR Teredo 2.13% 16.90% 7.51% 6.31% 10.38%
TIR Springbank 1.94% (0.05%) (0.84%) (1.93%) 2.51%
   NCREIF Timberland Index 1.86% 4.97% 8.35% 6.84% 6.92%

Infrastructure
Gross 0.13% (0.01%) 4.94% - -
Net (0.02%) (0.53%) 4.34% - -

JP Morgan Asian Infrastructure - Net (4.97%) (7.62%) (1.01%) 2.49% -
JP Morgan IIF - Gross 0.36% (0.04%) 4.88% 6.22% -
JP Morgan IIF - Net 0.13% (0.82%) 3.94% 5.11% -
Grosvenor Cust. Infrastructure - Net 1.43% 3.91% 9.11% - -
Grosvenor Cust. Infrastructure II - Net 15.09% - - - -
   CPI-W (0.80%) 0.38% 0.72% 1.40% 1.83%

Cash & Cash Equivalents - Net 0.04% 0.10% 0.07% 0.09% 1.03%
Cash Account - Net 0.04% 0.10% 0.07% 0.09% 1.02%
    3-month Treasury Bill 0.03% 0.05% 0.05% 0.07% 1.24%

Total Fund
Gross 2.75% 0.88% 7.86% 7.29% 5.38%
Net 2.69% 0.56% 7.50% 6.87% 5.16%
   Target* 2.63% 0.09% 6.65% 6.43% 5.72%

* Current Quarter Target = 16.5% Russell 1000 Index, 16.0% MSCI World Index, 12.3% Barclays Aggregate Index, 11.2%
MSCI EAFE Index, 9.9% NCREIF Total Index, 5.0% CPI-W, 5.0% NDSIB PEN - Private Equity, 5.0% Barclays HY Corp 2%
Issue, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index, 4.9% Russell 2000 Index, 3.2% MSCI Emerging Mkts -
Net and 1.0% 3-month Treasury Bill.

(1) Citigroup Non-US Govt through 12/31/2009 and the Barclays Global Aggregate Index ex US thereafter.
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Actual vs Target Asset Allocation
As of December 31, 2015

The top left chart shows the Fund’s asset allocation as of December 31, 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.
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$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Domestic Equity         525,261   22.1%   21.4%    0.7%          17,777
Domestic Fixed Income         424,168   17.9%   17.0%    0.9%          21,027
International Equity         355,949   15.0%   14.6%    0.4%           9,722
Intl Fixed Income         115,049    4.9%    5.0% (0.1%) (3,522)
Real Estate         254,893   10.7%   10.0%    0.7%          17,751
World Equity         381,946   16.1%   16.0%    0.1%           2,519
Private Equity          88,043    3.7%    5.0% (1.3%) (30,528)
Timber          76,247    3.2%    5.0% (1.8%) (42,323)
Infrastructure         109,140    4.6%    5.0% (0.4%) (9,431)
Cash & Equivalents          40,723    1.7%    1.0%    0.7%          17,009
Total       2,371,419  100.0%  100.0%
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10th Percentile 51.74 41.76 3.44 13.85 23.89 3.81 20.02 14.09
25th Percentile 44.53 35.38 1.82 10.21 21.21 0.00 12.32 0.00

Median 35.24 27.57 0.56 5.47 17.62 0.00 2.99 0.00
75th Percentile 29.08 20.34 0.00 0.00 14.22 0.00 0.00 0.00
90th Percentile 21.59 13.52 0.00 0.00 8.68 0.00 0.00 0.00

Fund 22.15 17.89 1.72 10.75 15.01 4.85 11.53 16.11

Target 21.40 17.00 1.00 10.00 14.60 5.00 15.00 16.00

% Group Invested 97.45% 97.45% 70.92% 61.22% 90.82% 17.86% 46.43% 21.43%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - December 31, 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.
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Relative Attribution Effects for Quarter ended December 31, 2015

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 5.84% 5.86% (0.01%) 0.02% 0.01%
Domestic Fixed Income 18% 17% (0.41%) (0.99%) 0.10% (0.07%) 0.03%
Real Estate 11% 10% 2.54% 2.91% (0.04%) (0.01%) (0.04%)
Infrastructure 5% 5% 0.13% (0.80%) 0.04% 0.01% 0.05%
Timber 4% 5% 2.01% 1.86% 0.01% (0.01%) 0.00%
International Equity 15% 15% 4.57% 3.73% 0.12% (0.02%) 0.10%
International Fixed Incom 5% 5% (0.80%) (1.26%) 0.02% 0.00% 0.02%
Private Equity 4% 5% (3.57%) (3.57%) 0.00% 0.07% 0.07%
World Equity 16% 16% 4.83% 5.50% (0.10%) (0.03%) (0.14%)
Cash & Equivalents 1% 1% 0.04% 0.03% 0.00% 0.00% 0.00%

Total = + +2.77% 2.65% 0.15% (0.03%) 0.12%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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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Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 1.62% (0.25%) 0.43% (0.05%) 0.38%
Domestic Fixed Income 18% 17% 0.41% (0.89%) 0.23% (0.03%) 0.20%
Real Estate 10% 10% 15.26% 13.33% 0.16% (0.05%) 0.12%
Infrastructure 4% 5% (0.02%) 0.38% (0.01%) (0.02%) (0.03%)
Timberland 4% 5% 5.68% 4.97% 0.04% (0.08%) (0.04%)
International Equity 15% 15% (1.43%) (4.28%) 0.43% (0.06%) 0.38%
International Fixed Incom 5% 5% (7.24%) (6.02%) (0.08%) 0.01% (0.07%)
Private Equity 4% 5% (8.23%) (8.23%) 0.00% 0.07% 0.07%
World Equity 16% 16% (1.97%) (0.87%) (0.18%) (0.03%) (0.21%)
Cash & Equivalents 1% 1% 0.11% 0.05% 0.00% 0.01% 0.01%

Total = + +0.85% 0.04% 1.03% (0.22%) 0.81%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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% 21% 15.66% 14.31% 0.29% 0.12% 0.40%
Domestic Fixed Income 18% 17% 3.35% 1.55% 0.33% (0.02%) 0.31%
Real Estate 10% 10% 14.90% 12.04% 0.25% (0.03%) 0.23%
Timber 4% 5% 2.13% 8.35% (0.29%) (0.05%) (0.34%)
Infrastructure 4% 5% 4.95% 0.72% 0.17% 0.06% 0.23%
International Equity 15% 15% 4.34% 2.15% 0.32% (0.01%) 0.31%
International Fixed Incom 5% 5% (3.27%) (4.07%) 0.04% 0.00% 0.04%
Private Equity 5% 5% (0.27%) (0.27%) 0.00% 0.02% 0.02%
World Equity 16% 16% 9.83% 9.63% 0.06% (0.09%) (0.03%)
Cash & Equivalents 1% 1% 0.07% 0.05% 0.00% (0.00%) (0.00%)

Total = + +7.83% 6.65% 1.18% (0.01%) 1.18%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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% 12.39% 11.81% 0.07% 0.14% 0.21%
Domestic Fixed Income 19% 19% 5.49% 4.01% 0.20% 0.00% 0.20%
Real Estate 9% 9% 14.86% 12.18% 0.21% 0.02% 0.22%
Timber 4% 4% - - (0.29%) (0.07%) (0.36%)
Infrastructure 3% 4% - - 0.18% 0.09% 0.27%
Interntional Equity 16% 16% 3.28% 1.34% 0.30% (0.06%) 0.23%
International Fixed Incom 5% 5% 1.25% (0.83%) 0.11% (0.01%) 0.10%
Private Equity 5% 5% 2.50% 2.50% 0.00% (0.06%) (0.06%)
World Equity 11% 11% - - 0.01% (0.05%) (0.04%)
Cash & Equivalents 1% 1% 0.08% 0.07% 0.00% (0.02%) (0.02%)

Total = + +7.27% 6.50% 0.78% (0.02%) 0.77%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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-Half Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 28% 27% 15.81% 15.23% 0.08% 0.11% 0.18%
Domestic Fixed Income 20% 20% 5.81% 4.13% 0.28% (0.05%) 0.23%
Real Estate 9% 9% 15.65% 12.70% 0.21% 0.01% 0.23%
Timber 4% 4% - - (0.27%) (0.06%) (0.33%)
Infrastructure 3% 4% - - 0.16% 0.09% 0.25%
Interntional Equity 16% 16% 7.09% 4.88% 0.33% (0.07%) 0.27%
International Fixed Incom 5% 5% 2.84% 0.87% 0.11% (0.01%) 0.10%
Private Equity 5% 5% 3.76% 3.76% 0.00% (0.05%) (0.05%)
World Equity 10% 10% - - 0.01% (0.05%) (0.03%)
Cash & Equivalents 1% 1% 0.09% 0.08% 0.00% (0.02%) (0.02%)

Total = + +9.46% 8.64% 0.91% (0.09%) 0.82%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Cumulative Performance Relative to Target

The first chart below illustrates the cumulative performance of the Total Fund relative to the cumulative performance of the
Fund’s Target Asset Mix. The Target Mix is assumed to be rebalanced each quarter with no transaction costs. The second
chart below shows the return and the risk of the Total Fund and the Target Mix, contrasted with the returns and risks of the
funds in the Public Fund Sponsor Database.
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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-half year annualized risk and return for each asset class component of the Total
Fund. The first graph contrasts these values with those of the appropriate index for each asset class. The second chart
contrasts them with the risk and return of the median portfolio in each of the appropriate CAI comparative databases. In each
case, the crosshairs on the chart represent the return and risk of the Total Fund.
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Total Fund Ranking

The first two charts show the ranking of the Total Fund’s performance relative to that of the Public Fund Sponsor Database
for periods ended December 31, 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, 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.

 54
NDSIB - Public Employees Retirement System



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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10th Percentile 15.90 5.20 8.44 4.86 15.82 3.15
25th Percentile 15.67 4.49 7.72 3.25 14.63 0.50

Median 15.27 3.82 6.46 2.43 13.04 0.16
75th Percentile 14.75 2.96 5.26 1.37 12.60 (0.04)
90th Percentile 14.07 2.22 3.58 (0.04) 12.05 (1.15)

Asset Class Composite 15.81 5.81 7.09 2.84 15.65 0.09

Composite Benchmark 15.23 4.13 4.88 0.87 9.74 0.08

Weighted
Ranking

17

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Asset Class Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2015, with
the distribution as of September 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

December 31, 2015 September 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $1,351,198,545 56.98% $25,228,190 $57,481,827 $1,268,488,528 55.20%

Domestic Equity $525,260,988 22.15% $(13,237,329) $29,638,936 $508,859,381 22.14%
Large Cap 412,811,472 17.41% (13,507,329) 25,996,914 400,321,887 17.42%
Small Cap 112,449,516 4.74% 270,000 3,642,022 108,537,494 4.72%

International Equity $355,949,076 15.01% $14,667,471 $14,776,492 $326,505,113 14.21%
Developed Intl Equity 269,424,507 11.36% 167,471 13,687,027 255,570,009 11.12%
Emerging Markets 86,524,569 3.65% 14,500,000 1,089,465 70,935,104 3.09%

World Equity $381,945,890 16.11% $21,324,184 $16,283,258 $344,338,449 14.99%

Private Equity $88,042,590 3.71% $2,473,864 $(3,216,859) $88,785,585 3.86%

GLOBAL FIXED INCOME $539,216,703 22.74% $(16,624,487) $(2,436,144) $558,277,333 24.30%

Domestic Fixed Income $424,167,902 17.89% $(17,645,904) $(1,513,991) $443,327,797 19.29%
Inv. Grade Fixed Income 300,372,713 12.67% (12,812,606) 345,969 312,839,350 13.61%
Below Inv. Grade Fixed Income 123,795,189 5.22% (4,833,298) (1,859,960) 130,488,447 5.68%

International Fixed Income $115,048,801 4.85% $1,021,417 $(922,153) $114,949,536 5.00%

GLOBAL REAL ASSETS $440,280,569 18.57% $(2,558,424) $8,386,169 $434,452,823 18.91%
Real Estate 254,893,045 10.75% 12,272,745 6,455,380 236,164,921 10.28%
Timber 76,247,493 3.22% (15,153,602) 1,793,357 89,607,737 3.90%
Infrastructure 109,140,031 4.60% 322,433 137,432 108,680,166 4.73%

Cash & Equivalents $40,723,495 1.72% $4,048,801 $12,191 $36,662,503 1.60%

Securities Lending Income $0 0.00% $(79,087) $79,087 - -

Total Fund $2,371,419,311 100.0% $10,014,993 $63,523,131 $2,297,881,187 100.0%

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 December
31, 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 December 31, 2015

Last Last Last
Last Last  3  5 5-1/2

Quarter Year Years Years Years

Global Equity
Gross 4.54% (0.93%) 9.80% - -
Net 4.50% (1.26%) 9.43% - -
   Wtd Avg Global Equity Benchmark 4.37% (2.13%) 8.55% - -

Domestic Equity
Gross 5.84% 1.62% 15.66% 12.39% 15.81%
Net 5.81% 1.46% 15.45% 12.14% 15.55%
   Wtd Avg Domestci Equity Benchmark 5.86% (0.25%) 14.31% 11.81% 15.23%

Large Cap Equity
Gross 6.53% 3.49% 16.73% 13.10% 16.34%
Net 6.51% 3.34% 16.54% 12.85% 16.07%
   Benchmark(1) 6.50% 0.92% 15.01% 12.58% 15.69%

Small Cap Equity
Gross 3.36% (4.71%) 11.99% 10.07% 13.98%
Net 3.36% (4.90%) 11.74% 9.82% 13.73%
   Russell 2000 Index 3.59% (4.41%) 11.65% 9.19% 13.51%

International Equity
Gross 4.57% (1.43%) 4.34% 3.28% 7.09%
Net 4.52% (1.62%) 4.08% 2.96% 6.75%
   Wtd Avg Intl Equity Benchmark 3.73% (4.28%) 2.15% 1.34% 4.88%

Developed Intl Equity
Gross 5.36% 1.77% 6.98% 4.53% 8.38%
Net 5.29% 1.52% 6.71% 4.22% 8.06%
   Benchmark(2) 4.71% (0.81%) 5.01% 3.37% 6.38%

Emerging Markets
Gross 2.04% (11.43%) (4.35%) (1.29%) 2.61%
Net 2.04% (11.43%) (4.56%) (1.62%) 2.25%
   Benchmark(3) 0.66% (14.92%) (6.76%) (4.77%) (0.12%)

World Equity
Gross 4.83% (1.97%) 9.83% - -
Net 4.75% (2.73%) 9.02% - -
   MSCI World Index 5.50% (0.87%) 9.63% 7.59% 11.13%

Private Equity
Net (3.57%) (8.24%) (0.30%) 2.42% 3.67%

(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 December
31, 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 December 31, 2015

Last Last Last
Last Last  3  5 5-1/2

Quarter Year Years Years Years
Global Fixed Income

Gross (0.50%) (1.21%) 1.91% - -

Net (0.55%) (1.44%) 1.67% - -

   Wtd Avg Global Fixed Income Benchmark (1.06%) (2.05%) 0.28% - -

Domestic Fixed Income
Gross (0.41%) 0.41% 3.35% 5.49% 5.81%

Net (0.45%) 0.21% 3.14% 5.25% 5.56%

   Wtd Avg Domestic FI Benchmark (0.99%) (0.89%) 1.55% 4.01% 4.13%

Inv. Grade Fixed Income
Gross 0.12% 1.75% 3.21% 4.88% 5.08%

Net 0.11% 1.65% 3.10% 4.72% 4.90%

   Barclays Aggregate Index (0.57%) 0.55% 1.44% 3.25% 3.16%

Below Inv. Grade Fixed Income
Gross (1.65%) (2.72%) 3.70% 6.78% 7.94%

Net (1.75%) (3.13%) 3.24% 6.34% 7.50%

   Barclays HY Corp 2% Issue (2.06%) (4.43%) 1.70% 5.03% 6.40%

International Fixed Income
Gross (0.80%) (7.24%) (3.27%) 1.25% 2.84%

Net (0.89%) (7.58%) (3.62%) 0.88% 2.47%

   Wtd Avg Intl Fixed Income Benchmark (1.26%) (6.02%) (4.07%) (0.83%) 0.87%

Global Real Assets
Gross 1.90% 9.42% 9.34% - -

Net 1.80% 8.95% 8.91% - -

   Wtd Avg Global Real Assets Benchmark 1.72% 7.90% 8.23% - -

Real Estate
Gross 2.54% 15.26% 14.90% 14.86% 15.65%

Net 2.42% 14.64% 14.34% 14.30% 15.08%

   NCREIF Total Index 2.91% 13.33% 12.04% 12.18% 12.70%

Timber
Net 2.01% 5.68% 2.13% - -

   NCREIF Timberland Index 1.86% 4.97% 8.35% 6.84% 6.03%

Infrastructure
Gross 0.13% (0.02%) 4.95% - -

Net (0.02%) (0.53%) 4.34% - -

   CPI-W (0.80%) 0.38% 0.72% 1.40% 1.40%

Cash & Equivalents - Net 0.04% 0.11% 0.07% 0.08% 0.09%
3-month Treasury Bill 0.03% 0.05% 0.05% 0.07% 0.08%

Total Fund
Gross 2.77% 0.85% 7.83% 7.27% 9.46%

Net 2.71% 0.53% 7.49% 6.92% 9.10%

   Target* 2.65% 0.04% 6.65% 6.50% 8.64%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.1%

MSCI EAFE Index, 10.0% NCREIF Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB PERS - Private

Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index, 4.8% Russell 2000 Index, 3.5% MSCI Emerging Mkts -

Net and 1.0% 3-month Treasury Bill.

PLEASE REFER TO PAGES 39-43 FOR INVESTMENT MANAGER LEVEL RETURNS.
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Actual vs Target Asset Allocation
As of December 31, 2015

The top left chart shows the Fund’s asset allocation as of December 31, 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         451,887   22.2%   21.4%    0.8%          16,128
Domestic Fixed Income         361,670   17.8%   17.0%    0.8%          15,506
International Equity         304,547   15.0%   14.6%    0.4%           7,253
Intl Fixed Income          97,532    4.8%    5.0% (0.2%) (4,281)
Real Estate         222,901   10.9%   10.0%    0.9%          19,275
World Equity         324,514   15.9%   16.0% (0.1%) (1,287)
Private Equity          80,813    4.0%    5.0% (1.0%) (21,000)
Timber          69,159    3.4%    5.0% (1.6%) (32,654)
Infrastructure          97,718    4.8%    5.0% (0.2%) (4,095)
Cash & Equivalents          25,519    1.3%    1.0%    0.3%           5,156
Total       2,036,260  100.0%  100.0%

Asset Class Weights vs Public Fund Sponsor Database
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10th Percentile 51.74 41.76 3.44 13.85 23.89 3.81 20.02 14.09
25th Percentile 44.53 35.38 1.82 10.21 21.21 0.00 12.32 0.00

Median 35.24 27.57 0.56 5.47 17.62 0.00 2.99 0.00
75th Percentile 29.08 20.34 0.00 0.00 14.22 0.00 0.00 0.00
90th Percentile 21.59 13.52 0.00 0.00 8.68 0.00 0.00 0.00

Fund 22.19 17.76 1.25 10.95 14.96 4.79 12.16 15.94

Target 21.40 17.00 1.00 10.00 14.60 5.00 15.00 16.00

% Group Invested 97.45% 97.45% 70.92% 61.22% 90.82% 17.86% 46.43% 21.43%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - December 31, 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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Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended December 31, 2015

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 23% 21% 5.83% 5.86% (0.01%) 0.02% 0.01%
Domestic Fixed Income 18% 17% (0.41%) (0.99%) 0.10% (0.06%) 0.04%
Real Estate 11% 10% 2.54% 2.91% (0.04%) (0.00%) (0.04%)
Infrastructure 5% 5% 0.13% (0.80%) 0.05% 0.00% 0.05%
Timberland 4% 5% 2.01% 1.86% 0.01% (0.01%) 0.00%
International Equity 15% 15% 4.70% 3.93% 0.11% (0.02%) 0.10%
International Fixed Incom 5% 5% (0.80%) (1.26%) 0.02% (0.00%) 0.02%
Private Equity 4% 5% (3.57%) (3.57%) 0.00% 0.06% 0.06%
World Equity 16% 16% 4.83% 5.50% (0.10%) (0.04%) (0.14%)
Cash & Equivalents 1% 1% 0.04% 0.03% 0.00% 0.01% 0.01%

Total = + +2.78% 2.67% 0.14% (0.04%) 0.10%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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% 1.61% (0.25%) 0.42% (0.02%) 0.39%
Domestic Fixed Income 18% 17% 0.39% (0.89%) 0.23% (0.03%) 0.20%
Real Estate 10% 10% 15.26% 13.33% 0.17% 0.01% 0.18%
Infrastructure 5% 5% (0.02%) 0.38% (0.01%) (0.01%) (0.02%)
Timber 4% 5% 5.70% 4.97% 0.04% (0.07%) (0.03%)
International Equity 15% 15% (0.94%) (3.59%) 0.40% (0.07%) 0.33%
International Fixed Incom 5% 5% (7.24%) (6.02%) (0.07%) (0.00%) (0.07%)
Private Equity 4% 5% (8.23%) (8.23%) 0.00% 0.05% 0.05%
World Equity 16% 16% (1.97%) (0.87%) (0.17%) (0.04%) (0.21%)
Cash & Equivalents 1% 1% 0.11% 0.05% 0.00% 0.00% 0.00%

Total = + +0.96% 0.14% 1.00% (0.18%) 0.82%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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% 21% 15.66% 14.31% 0.28% 0.12% 0.40%
Domestic Fixed Income 18% 17% 3.34% 1.55% 0.33% (0.01%) 0.31%
Real Estate 10% 10% 14.90% 12.04% 0.26% (0.00%) 0.26%
Timber 4% 5% 2.14% 8.35% (0.29%) (0.05%) (0.34%)
Infrastructure 4% 5% 4.95% 0.72% 0.17% 0.06% 0.24%
International Equity 15% 15% 4.81% 2.72% 0.31% (0.02%) 0.30%
International Fixed Incom 5% 5% (3.27%) (4.07%) 0.05% (0.01%) 0.04%
Private Equity 5% 5% (0.25%) (0.25%) 0.00% 0.01% 0.01%
World Equity 16% 16% 9.83% 9.63% 0.06% (0.09%) (0.02%)
Cash & Equivalents 1% 1% 0.07% 0.05% 0.00% 0.00% 0.00%

Total = + +7.94% 6.74% 1.17% 0.03% 1.20%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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% 12.38% 11.78% 0.08% 0.11% 0.20%
Domestic Fixed Income 18% 17% 5.25% 3.69% 0.26% (0.01%) 0.25%
Real Estate 10% 10% 14.85% 12.18% 0.25% 0.04% 0.29%
Timber 4% 4% - - (0.28%) (0.01%) (0.29%)
Infrastructure 3% 4% - - 0.18% 0.12% 0.30%
International Equity 17% 17% 3.56% 1.82% 0.30% (0.02%) 0.28%
International Fixed Incom 5% 5% 1.25% (0.83%) 0.12% (0.01%) 0.10%
Private Equity 5% 5% 2.54% 2.54% 0.00% (0.05%) (0.05%)
World Equity 11% 11% - - 0.01% (0.05%) (0.04%)
Cash & Equivalents 1% 1% 0.08% 0.07% 0.00% (0.01%) (0.01%)

Total = + +7.25% 6.21% 0.92% 0.12% 1.04%

* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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-Half Year Annualized Relative Attribution Effects
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Five and One-Half Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return

Domestic Equity 28% 27% 15.82% 15.22% 0.09% 0.10% 0.18%
Domestic Fixed Income 18% 17% 5.83% 4.16% 0.29% (0.03%) 0.26%
Real Estate 10% 10% 15.65% 12.70% 0.27% 0.03% 0.30%
Timber 4% 4% - - (0.26%) (0.01%) (0.27%)
Infrastructure 3% 4% - - 0.16% 0.11% 0.28%
International Equity 18% 18% 7.33% 5.19% 0.40% (0.03%) 0.38%
International Fixed Incom 5% 5% 2.84% 0.87% 0.11% (0.01%) 0.10%
Private Equity 5% 5% 3.79% 3.79% 0.00% (0.04%) (0.04%)
World Equity 10% 10% - - 0.01% (0.05%) (0.03%)
Cash & Equivalents 1% 1% 0.09% 0.08% 0.00% (0.01%) (0.01%)

Total = + +9.77% 8.63% 1.07% 0.07% 1.15%

* 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.

 65
NDSIB - Teachers Fund For Retirement



Cumulative Performance Relative to Target

The first chart below illustrates the cumulative performance of the Total Fund relative to the cumulative performance of the
Fund’s Target Asset Mix. The Target Mix is assumed to be rebalanced each quarter with no transaction costs. The second
chart below shows the return and the risk of the Total Fund and the Target Mix, contrasted with the returns and risks of the
funds in the Public Fund Sponsor Database.
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* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Actual vs Target Historical Asset Allocation

The Historical asset allocation for a fund is by far the largest factor explaining its performance. The charts below show the
fund’s historical actual asset allocation, the fund’s historical target asset allocation, and the historical asset allocation of the
average fund in the Public Fund Sponsor Database.
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* Current Quarter Target = 16.6% Russell 1000 Index, 16.0% MSCI World Index, 12.0% Barclays Aggregate Index, 11.8% MSCI EAFE Index, 10.0% NCREIF

Total Index, 5.0% CPI-W, 5.0% Barclays HY Corp 2% Issue, 5.0% NDSIB TFFR - Private Equity, 5.0% Global Agg ex USD, 5.0% NCREIF Timberland Index,

4.8% Russell 2000 Index, 2.8% MSCI Emerging Mkts - Net and 1.0% 3-month Treasury Bill.
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Asset Class Risk and Return

The charts below show the five and one-half year annualized risk and return for each asset class component of the Total
Fund. The first graph contrasts these values with those of the appropriate index for each asset class. The second chart
contrasts them with the risk and return of the median portfolio in each of the appropriate CAI comparative databases. In each
case, the crosshairs on the chart represent the return and risk of the Total Fund.

Five and One-Half Year Annualized Risk vs Return
Asset Classes vs Benchmark Indices

0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20%
0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

Cash & Equivalents

Barclays Aggregate Index

Private Equity

Domestic Equity

Domestic Fixed Income

International Equity

Real Estate

International Fixed Income

Russell 1000 Index

MSCI World Index

NCREIF Total Index

MSCI EAFE Index

3-month Treasury Bill

Russell 2000 Index

Standard Deviation

R
e

tu
rn

s

Five and One-Half 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%

Public Fund - Cash

Cash & Equivalents

Private Equity

Pub Pln- Dom Fixed

Public Fund - Intl Fixed

Domestic Equity

Domestic Fixed Income

International Equity

Real Estate

Pub Pln- Dom Equity

Pub Pln- Real Estate

International Fixed Income

Pub Pln- Intl Equity

Standard Deviation

R
e

tu
rn

s

 68
NDSIB - Teachers Fund For Retirement



Total Fund Ranking

The first two charts show the ranking of the Total Fund’s performance relative to that of the Public Fund Sponsor Database
for periods ended December 31, 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 (0.61) 6.29 6.28 8.01
90th Percentile (1.40) 4.92 5.46 7.13

Total Fund 0.96 7.94 7.25 9.77

Policy Target 0.14 6.74 6.21 8.63
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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 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 December 31, 2015, with
the distribution as of September 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

December 31, 2015 September 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
GLOBAL EQUITY $1,161,761,495 57.05% $14,291,230 $49,801,705 $1,097,668,560 55.27%

Domestic Equity $451,887,336 22.19% $(13,606,855) $25,612,229 $439,881,961 22.15%
Large Cap 353,692,136 17.37% (13,731,855) 22,423,830 345,000,161 17.37%
Small Cap 98,195,200 4.82% 125,000 3,188,400 94,881,800 4.78%

International Equity $304,546,882 14.96% $7,978,935 $13,292,165 $283,275,783 14.26%
Developed Intl Equity 241,935,764 11.88% (21,065) 12,299,410 229,657,419 11.56%
Emerging Markets 62,611,119 3.07% 8,000,000 992,755 53,618,364 2.70%

World Equity $324,514,228 15.94% $17,648,425 $13,850,020 $293,015,783 14.75%

Private Equity $80,813,048 3.97% $2,270,725 $(2,952,709) $81,495,033 4.10%

GLOBAL FIXED INCOME $459,202,019 22.55% $(18,496,164) $(2,089,002) $479,787,185 24.16%

Fixed Income Comp $361,670,389 17.76% $(17,531,709) $(1,292,844) $380,494,942 19.16%
Investment Grade Fixed 255,525,850 12.55% (13,080,375) 297,858 268,308,366 13.51%
Below Inv. Grade Fixed Income 106,144,539 5.21% (4,451,334) (1,590,702) 112,186,576 5.65%

International Fixed Income $97,531,630 4.79% $(964,455) $(796,158) $99,292,243 5.00%

GLOBAL REAL ASSETS $389,778,283 19.14% $(10,841,092) $7,397,615 $393,221,760 19.80%
Real Estate 222,901,030 10.95% 2,615,046 5,647,931 214,638,054 10.81%
Timber 69,159,052 3.40% (13,744,829) 1,626,636 81,277,245 4.09%
Infrastructure 97,718,201 4.80% 288,690 123,049 97,306,462 4.90%

Cash & Equivalents $25,518,674 1.25% $10,234,644 $8,422 $15,275,609 0.77%

Securities Lending Income $0 0.00% $(67,403) $67,403 - -

Total Fund $2,036,260,471 100.0% $(4,878,786) $55,186,142 $1,985,953,114 100.0%

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 December
31, 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 December 31, 2015

Last Last Last
Last Last  3  5 5-1/2

Quarter Year Years Years Years

Global Equity
Gross 4.54% (0.87%) 9.89% - -
Net 4.49% (1.19%) 9.53% - -
   Wtd Avg Global Equity Benchmark 4.42% (1.96%) 8.70% - -

Domestic Equity
Gross 5.83% 1.61% 15.66% 12.38% 15.82%
Net 5.80% 1.46% 15.45% 12.13% 15.56%
   Wtd Avg Domestic Equity Benchmark 5.86% (0.25%) 14.31% 11.78% 15.22%

Large Cap Equity
Gross 6.53% 3.49% 16.69% 13.08% 16.33%
Net 6.51% 3.34% 16.50% 12.83% 16.06%
   Benchmark(1) 6.50% 0.92% 15.01% 12.58% 15.69%

Small Cap Equity
Gross 3.36% (4.71%) 11.99% 10.07% 14.01%
Net 3.36% (4.90%) 11.74% 9.82% 13.76%
   Russell 2000 Index 3.59% (4.41%) 11.65% 9.19% 13.51%

International Equity
Gross 4.70% (0.94%) 4.81% 3.56% 7.33%
Net 4.65% (1.14%) 4.56% 3.25% 7.00%
   Wtd Avg Intl Equity Benchmark 3.93% (3.59%) 2.72% 1.82% 5.19%

Developed Intl Equity
Gross 5.36% 1.77% 6.99% 4.70% 8.45%
Net 5.29% 1.52% 6.72% 4.39% 8.12%
   Benchmark(2) 4.71% (0.81%) 5.01% 3.37% 6.38%

Emerging Markets
Gross 2.05% (11.43%) (4.35%) (1.33%) 2.57%
Net 2.05% (11.43%) (4.56%) (1.66%) 2.21%
   Benchmark(3) 0.66% (14.92%) (6.76%) (4.77%) (0.12%)

World Equity
Gross 4.83% (1.97%) 9.83% - -
Net 4.75% (2.73%) 9.02% - -
   MSCI World Index 5.50% (0.87%) 9.63% 7.59% 11.13%

Private Equity
Net (3.57%) (8.24%) (0.29%) 2.46% 3.70%

(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 December
31, 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 December 31, 2015

Last Last Last
Last Last  3  5 5-1/2

Quarter Year Years Years Years
Global Fixed Income

Gross (0.50%) (1.26%) 1.87% - -

Net (0.55%) (1.50%) 1.63% - -

   Wtd Avg Global Fixed Inc. Benchmark (1.06%) (2.05%) 0.28% - -

Domestic Fixed Income
Gross (0.41%) 0.39% 3.34% 5.25% 5.83%

Net (0.45%) 0.18% 3.13% 5.15% 5.70%

   Wtd Avg Domestic FI Benchmark (0.99%) (0.89%) 1.55% 3.69% 4.16%

Inv. Grade Fixed Income
Gross 0.12% 1.74% 3.20% 4.88% 5.08%

Net 0.11% 1.64% 3.10% 4.72% 4.91%

   Barclays Aggregate Index (0.57%) 0.55% 1.44% 3.25% 3.16%

Below Inv. Grade Fixed Income
Gross (1.65%) (2.72%) 3.70% 6.77% 7.93%

Net (1.75%) (3.13%) 3.24% 6.33% 7.49%

   Barclays HY Corp 2% Issue (2.06%) (4.43%) 1.70% 5.03% 6.40%

International Fixed Income
Gross (0.80%) (7.24%) (3.27%) 1.25% 2.84%

Net (0.89%) (7.58%) (3.61%) 0.88% 2.48%

   Wtd Avg Intl Fixed Income Benchmark (1.26%) (6.02%) (4.07%) (0.83%) 0.87%

Global Real Assets
Gross 1.89% 9.44% 9.35% - -

Net 1.79% 8.98% 8.92% - -

   Wtd Avg Global Real Assets Benchmark 1.72% 7.90% 8.23% - -

Real Estate
Gross 2.54% 15.26% 14.90% 14.85% 15.65%

Net 2.42% 14.64% 14.34% 14.29% 15.07%

   NCREIF Total Index 2.91% 13.33% 12.04% 12.18% 12.70%

Timber
Net 2.01% 5.70% 2.14% - -

   NCREIF Timberland Index 1.86% 4.97% 8.35% 6.84% 6.03%

Infrastructure
Gross 0.13% (0.02%) 4.95% - -

Net (0.02%) (0.53%) 4.34% - -

   CPI-W (0.80%) 0.38% 0.72% 1.40% 1.40%

Cash & Equivalents - Net 0.04% 0.11% 0.07% 0.08% 0.09%
3-month Treasury Bill 0.03% 0.05% 0.05% 0.07% 0.08%

Total Fund
Gross 2.78% 0.96% 7.94% 7.25% 9.77%

Net 2.72% 0.64% 7.60% 6.90% 9.41%

   Target* 2.67% 0.14% 6.74% 6.21% 8.63%

* 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 December 31, 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 6.66% return for the quarter
placing it in the 73 percentile of the CAI Large Cap Growth
Style group for the quarter and in the 39 percentile for the
last year.

L.A. Capital’s portfolio underperformed the Russell 1000
Growth Index by 0.65% for the quarter and outperformed the
Russell 1000 Growth Index for the year by 1.55%.

Quarterly Asset Growth

Beginning Market Value $300,594,152

Net New Investment $-16,912,211

Investment Gains/(Losses) $19,844,879

Ending Market Value $303,526,819

Performance vs CAI Large Cap Growth Style (Gross)

(5%)

0%

5%

10%

15%

20%

25%

Last Quarter Fiscal YTD Last Last 2 Years Last 3 Years Last 5 Years Last 10 Years Last 12 Years
Year

(73)(65)

(59)(53)

(39)
(60)

(38)(45)

(33)
(59)

(36)(41)

(29)(56)
(23)

(74)

10th Percentile 9.48 3.71 10.90 11.88 19.64 15.52 10.22 10.20
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Median 7.75 1.72 6.43 9.15 17.03 13.23 8.65 8.59
75th Percentile 6.59 0.79 3.77 7.65 15.90 11.98 7.84 8.06
90th Percentile 5.80 (0.95) 2.17 6.53 14.73 11.30 6.97 7.43

L.A. Capital 6.66 1.37 7.22 10.01 18.00 13.80 9.09 9.29
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L.A. Capital Management Enhanced Index
Period Ended December 31, 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 6.43% return for
the quarter placing it in the 53 percentile of the CAI Large
Cap Core Style group for the quarter and in the 30 percentile
for the last year.

LACM Enhanced Index’s portfolio underperformed the
Russell 1000 Index by 0.06% for the quarter and
outperformed the Russell 1000 Index for the year by 1.78%.

Quarterly Asset Growth

Beginning Market Value $194,115,326

Net New Investment $-24,233,109

Investment Gains/(Losses) $12,181,875

Ending Market Value $182,064,091

Performance vs CAI Large Cap Core Style (Gross)
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(22)
(50)
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(43)(57)

(29)
(61)

(43)(57)

(31)(65)

(52)
(89)

10th Percentile 8.23 1.79 4.08 9.10 17.02 14.47 8.96 7.00
25th Percentile 7.17 0.33 2.99 8.43 16.49 13.67 8.24 6.16

Median 6.59 (0.79) 1.38 7.19 15.48 12.59 7.76 5.46
75th Percentile 5.47 (2.65) (1.10) 6.06 13.96 11.28 7.12 4.87
90th Percentile 4.70 (4.20) (2.41) 4.90 13.06 10.22 6.71 4.41

LACM
Enhanced Index 6.43 0.84 2.70 7.58 16.31 12.92 8.09 5.36

Russell 1000 Index 6.50 (0.78) 0.92 6.90 15.01 12.44 7.40 4.50

Relative Return vs Russell 1000 Index
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Northern Trust AM Enh S&P500
Period Ended December 31, 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 5.82%
return for the quarter placing it in the 63 percentile of the CAI
Large Cap Core Style group for the quarter and in the 74
percentile for the last year.

Northern Trust AM Enh S&P500’s portfolio underperformed
the S&P 500 Index by 1.23% for the quarter and
underperformed the S&P 500 Index for the year by 2.27%.

Quarterly Asset Growth

Beginning Market Value $126,474,833

Net New Investment $-2,725,000

Investment Gains/(Losses) $7,325,772

Ending Market Value $131,075,605

Performance vs CAI Large Cap Core Style (Gross)
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(43)(58)
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(65)(67)

(88)(91)

10th Percentile 8.23 1.79 4.08 9.10 17.02 14.47 8.96 7.00
25th Percentile 7.17 0.33 2.99 8.43 16.49 13.67 8.24 6.16

Median 6.59 (0.79) 1.38 7.19 15.48 12.59 7.76 5.46
75th Percentile 5.47 (2.65) (1.10) 6.06 13.96 11.28 7.12 4.87
90th Percentile 4.70 (4.20) (2.41) 4.90 13.06 10.22 6.71 4.41

Northern Trust
AM Enh S&P500 5.82 (1.06) (0.89) 6.52 15.81 13.38 7.38 4.58

S&P 500 Index 7.04 0.15 1.38 7.36 15.13 12.57 7.31 4.36

Relative Return vs S&P 500 Index
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Parametric Clifton Enh S&P
Period Ended December 31, 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 7.18%
return for the quarter placing it in the 23 percentile of the CAI
Large Cap Core Style group for the quarter and in the 50
percentile for the last year.

Parametric Clifton Enh S&P’s portfolio outperformed the
S&P 500 Index by 0.14% for the quarter and
underperformed the S&P 500 Index for the year by 0.03%.

Quarterly Asset Growth

Beginning Market Value $166,579,551

Net New Investment $-3,600,000

Investment Gains/(Losses) $11,992,104

Ending Market Value $174,971,655

Performance vs CAI Large Cap Core Style (Gross)
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(23)(29)
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(50)(50)

(38)(45)

(61)(58)

(43)(47)

10th Percentile 8.23 1.79 4.08 9.10 17.02 14.21
25th Percentile 7.17 0.33 2.99 8.43 16.49 13.34

Median 6.59 (0.79) 1.38 7.19 15.48 12.49
75th Percentile 5.47 (2.65) (1.10) 6.06 13.96 11.26
90th Percentile 4.70 (4.20) (2.41) 4.90 13.06 9.90

Parametric
Clifton Enh S&P 7.18 0.31 1.35 7.82 15.04 12.87

S&P 500 Index 7.04 0.15 1.38 7.36 15.13 12.59

Relative Return vs S&P 500 Index
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Callan
Period Ended December 31, 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 2.84% return for the quarter
placing it in the 50 percentile of the CAI MF - Small Cap
Broad Style group for the quarter and in the 67 percentile for
the last year.

Callan’s portfolio underperformed the Russell 2000 Index by
0.75% for the quarter and underperformed the Russell 2000
Index for the year by 1.62%.

Quarterly Asset Growth

Beginning Market Value $107,803,433

Net New Investment $0

Investment Gains/(Losses) $3,061,944

Ending Market Value $110,865,377

Performance vs CAI MF - Small Cap Broad Style (Net)
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(50)(32)

(72)
(47)

(67)
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(76)
(44)

(65)(54)

(55)(46)
(55)(55)

10th Percentile 5.60 (4.74) 0.50 4.05 15.66 11.61 8.45
25th Percentile 4.39 (6.53) (2.11) 1.31 13.89 10.41 7.79

Median 2.82 (8.89) (4.04) (0.22) 11.84 8.94 6.55
75th Percentile 1.51 (10.71) (6.66) (2.32) 9.70 7.38 5.09
90th Percentile (0.19) (13.12) (11.08) (6.23) 6.09 5.67 3.87

Callan 2.84 (10.64) (6.03) (2.55) 11.05 8.60 6.35

Russell 2000 Index 3.59 (8.75) (4.41) 0.13 11.65 9.19 6.29

Relative Return vs Russell 2000 Index
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Parametric Clifton Enh SmCap
Period Ended December 31, 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 3.86%
return for the quarter placing it in the 32 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 0.27% for the quarter and
outperformed the Russell 2000 Index for the year by 0.98%.

Quarterly Asset Growth

Beginning Market Value $111,462,731

Net New Investment $-4,165,000

Investment Gains/(Losses) $4,412,134

Ending Market Value $111,709,864

Performance vs CAI Small Capitalization Style (Gross)
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(32)(35)

(58)(63)

(60)(70)

(50)
(68)

(60)(73)
(59)

(75)

(57)
(78)

10th Percentile 5.38 (3.66) 3.79 5.09 17.06 13.72 16.55
25th Percentile 4.28 (5.73) (0.14) 3.17 15.68 12.42 15.38

Median 2.91 (7.53) (2.39) 1.37 13.58 10.98 13.75
75th Percentile 1.86 (10.05) (5.13) (0.67) 11.47 9.20 12.15
90th Percentile (0.16) (13.05) (8.09) (3.84) 8.60 7.66 10.62

Parametric
Clifton Enh SmCap 3.86 (8.29) (3.43) 1.39 12.53 10.40 13.33

Russell 2000 Index 3.59 (8.75) (4.41) 0.13 11.65 9.19 11.95

Relative Return vs Russell 2000 Index
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Capital Group
Period Ended December 31, 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 4.83% return for the
quarter placing it in the 45 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 79 percentile for
the last year.

Capital Group’s portfolio outperformed the Benchmark by
0.12% for the quarter and underperformed the Benchmark
for the year by 2.16%.

Quarterly Asset Growth

Beginning Market Value $119,663,413

Net New Investment $-131,945

Investment Gains/(Losses) $5,782,239

Ending Market Value $125,313,707

Performance vs CAI Non-U.S. Equity Style (Gross)
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(45)(48)
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(66)(73)

(93)(94)

(47)

(98)

10th Percentile 6.42 (2.70) 5.50 0.95 8.84 7.03 6.51 9.49
25th Percentile 5.66 (4.07) 2.76 (0.09) 7.38 5.73 5.53 8.60

Median 4.65 (5.75) 0.62 (1.57) 5.82 4.70 4.24 7.77
75th Percentile 3.52 (7.79) (2.15) (3.45) 4.04 3.26 3.55 7.30
90th Percentile 2.59 (9.91) (4.95) (5.51) 2.67 1.54 3.00 6.75

Capital Group 4.83 (8.32) (2.97) (3.78) 5.15 3.89 2.62 7.90

Benchmark 4.71 (6.01) (0.81) (2.88) 5.01 3.37 2.55 5.75

Relative Return vs Benchmark
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DFA International Small Cap Value Fund
Period Ended December 31, 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 4.03% return
for the quarter placing it in the 69 percentile of the Lipper:
International Small Cap  Obj group for the quarter and in the
70 percentile for the last year.

DFA Intl Small Cap Value’s portfolio outperformed the World
ex US SC Value by 0.25% for the quarter and outperformed
the World ex US SC Value for the year by 2.93%.

Quarterly Asset Growth

Beginning Market Value $71,974,049

Net New Investment $0

Investment Gains/(Losses) $2,901,043

Ending Market Value $74,875,091

Performance vs Lipper: International Small Cap  Obj (Net)
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(77)
(62)

(79)

(45)
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(81)
(35)(56)

10th Percentile 6.71 1.18 12.41 3.67 11.32 8.08 5.03
25th Percentile 5.88 (1.29) 9.67 1.76 10.31 7.21 3.47

Median 4.84 (2.82) 6.89 (0.00) 8.96 6.03 2.54
75th Percentile 3.81 (6.15) 1.85 (2.03) 7.03 4.53 1.27
90th Percentile 2.83 (7.91) (2.00) (3.81) 3.85 2.79 0.28

DFA Intl
Small Cap Value 4.03 (5.56) 3.99 (0.60) 9.36 5.71 3.02

World ex
US SC Value 3.78 (5.37) 1.06 (2.47) 6.71 3.85 2.33

Relative Return vs World ex US SC Value
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Northern Tr AM Wrld ex US
Period Ended December 31, 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 3.95%
return for the quarter placing it in the 70 percentile of the CAI
Non-U.S. Equity Style group for the quarter and in the 78
percentile for the last year.

Northern Tr AM Wrld ex US’s portfolio outperformed the
MSCI World ex US by 0.03% for the quarter and
outperformed the MSCI World ex US for the year by 0.34%.

Quarterly Asset Growth

Beginning Market Value $220,918,294

Net New Investment $0

Investment Gains/(Losses) $8,718,221

Ending Market Value $229,636,515

Performance vs CAI Non-U.S. Equity Style (Gross)
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(70)(70)

(78)
(80) (74)(78)

10th Percentile 6.42 5.50 0.95
25th Percentile 5.66 2.76 (0.09)

Median 4.65 0.62 (1.57)
75th Percentile 3.52 (2.15) (3.45)
90th Percentile 2.59 (4.95) (5.51)

Northern Tr
AM Wrld ex US 3.95 (2.70) (3.36)

MSCI World ex US 3.91 (3.04) (3.68)

Relative Return vs MSCI World ex US

R
e
la

ti
v
e

 R
e

tu
rn

s

0.00%

0.05%

0.10%

0.15%

0.20%

0.25%

2014 2015

Northern Tr AM Wrld ex US

Cumulative Returns vs MSCI World ex US

C
u
m

u
la

ti
v
e

 R
e

la
ti
v
e

 R
e

tu
rn

s

(2%)

(1%)

0%

1%

2%

3%

4%

2014 2015

Northern Tr AM Wrld ex US

CAI Non-U.S. Eq. Style

 84
North Dakota State Investment Board Pension Funds



Wellington Management
Period Ended December 31, 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 10.83% return
for the quarter placing it in the 4 percentile of the CAI
International Small Cap Style group for the quarter and in
the 2 percentile for the last year.

Wellington Management’s portfolio outperformed the S&P
BMI EPAC <$2 B by 4.82% for the quarter and
outperformed the S&P BMI EPAC <$2 B for the year by
10.66%.

Quarterly Asset Growth

Beginning Market Value $86,016,884

Net New Investment $-184,799

Investment Gains/(Losses) $9,307,652

Ending Market Value $95,139,737

Performance vs CAI International Small Cap Style (Gross)
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(61) (2)
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(74)
(16)

(82)

(23)

(89)

(46)
(83)

10th Percentile 8.75 2.58 16.17 6.28 15.00 10.91 9.26 13.67
25th Percentile 7.71 1.16 11.84 4.34 12.88 9.44 7.89 12.53

Median 6.53 (0.60) 9.90 3.16 11.48 8.05 6.80 11.60
75th Percentile 5.48 (2.99) 6.48 0.75 9.15 6.25 5.52 9.98
90th Percentile 3.03 (4.61) 3.34 (2.42) 5.53 4.06 2.98 8.44

Wellington
Management 10.83 5.98 19.98 6.11 15.36 10.63 8.01 11.75

S&P BMI
EPAC <$2 B 6.01 (2.84) 9.32 2.44 9.19 5.13 4.12 9.67

Relative Return vs S&P BMI EPAC <$2 B
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Axiom Emerging Markets
Period Ended December 31, 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 2.03% return
for the quarter placing it in the 13 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 by 1.37% for the quarter and
outperformed the MSCI Emerging Mkts - Net for the year by
2.76%.

Quarterly Asset Growth

Beginning Market Value $97,570,068

Net New Investment $16,750,000

Investment Gains/(Losses) $1,566,667

Ending Market Value $115,886,735

Performance vs CAI MF - Emerging Markets Style (Net)
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(13)(43)

(40)(53)

(22)
(49)

(20)
(52)

10th Percentile 2.45 (13.84) (8.11) (8.43)
25th Percentile 1.50 (14.89) (12.68) (13.24)

Median 0.34 (16.80) (15.19) (15.21)
75th Percentile (1.26) (18.69) (18.88) (19.73)
90th Percentile (3.07) (24.33) (30.02) (32.72)

Axiom Emerging
Markets 2.03 (15.54) (12.16) (11.25)

MSCI Emerging
Mkts - Net 0.66 (17.35) (14.92) (15.31)

Relative Return vs MSCI Emerging Mkts - Net
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DFA Emerging Markets
Period Ended December 31, 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 2.41% return for
the quarter placing it in the 10 percentile of the CAI MF -
Emerging Markets Style group for the quarter and in the 12
percentile for the last year.

DFA Emerging Markets’s portfolio outperformed the MSCI
Emerging Mkts - Net by 1.75% for the quarter and
outperformed the MSCI Emerging Mkts - Net for the year by
6.22%.

Quarterly Asset Growth

Beginning Market Value $32,961,360

Net New Investment $5,750,000

Investment Gains/(Losses) $634,548

Ending Market Value $39,345,908

Performance vs CAI MF - Emerging Markets Style (Net)
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Last Quarter Fiscal YTD Last Last 2 Years Last 3 Years Last 5 Years Last 10 Years
Year

(10)
(43)

(8)

(53)

(12)

(49)

(6)

(47)

(13)

(37)

(15)
(47)

(2)

(31)

10th Percentile 2.45 (13.84) (8.11) (4.73) (1.64) (2.14) 4.30
25th Percentile 1.50 (14.89) (12.68) (7.45) (3.97) (3.00) 3.77

Median 0.34 (16.80) (15.19) (9.13) (7.89) (5.10) 2.83
75th Percentile (1.26) (18.69) (18.88) (13.62) (9.54) (6.73) 1.30
90th Percentile (3.07) (24.33) (30.02) (21.04) (18.61) (14.96) (0.42)

DFA Emerging
Markets 2.41 (13.42) (8.70) (3.02) (2.48) (2.24) 7.20

MSCI Emerging
Mkts - Net 0.66 (17.35) (14.92) (8.77) (6.76) (4.80) 3.61

Relative Return vs MSCI Emerging Mkts - Net
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EPOCH Investment
Period Ended December 31, 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 6.16% return for the
quarter placing it in the 23 percentile of the CAI Global
Equity Broad Style group for the quarter and in the 43
percentile for the last year.

EPOCH Investment’s portfolio outperformed the EPOCH
Blended Benchmark by 0.66% for the quarter and
outperformed the EPOCH Blended Benchmark for the year
by 1.36%.

Quarterly Asset Growth

Beginning Market Value $298,730,960

Net New Investment $9,115,039

Investment Gains/(Losses) $18,353,224

Ending Market Value $326,199,223

Performance vs CAI Global Equity Broad Style (Gross)
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Last Quarter Fiscal YTD Last Last 2 Years Last 3 Years Last 5 Years Last 8-1/4
Year Years

(23)(44)

(50)(45)

(43)
(64)

(58)(58)

(29)
(62) (25)(29)

(13)
(35)

10th Percentile 7.67 (0.57) 4.90 5.20 13.63 10.79 6.08
25th Percentile 6.09 (1.88) 2.42 3.75 11.87 9.49 4.72

Median 5.34 (3.63) 0.11 2.35 10.20 8.13 3.15
75th Percentile 4.24 (6.12) (1.96) 0.58 8.14 6.63 2.21
90th Percentile 3.44 (8.21) (5.33) (2.46) 6.26 5.25 0.56

EPOCH Investment 6.16 (3.63) 0.49 2.03 11.55 9.45 5.75

EPOCH Blended
Benchmark 5.50 (3.41) (0.87) 1.99 9.63 9.28 3.99

Relative Returns vs
EPOCH Blended Benchmark
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LSV Asset Management
Period Ended December 31, 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 3.82% return
for the quarter placing it in the 84 percentile of the CAI
Global Equity Broad Style group for the quarter and in the 85
percentile for the last year.

LSV Asset Management’s portfolio underperformed the
MSCI ACWI Idx by 1.32% for the quarter and
underperformed the MSCI ACWI Idx for the year by 2.04%.

Quarterly Asset Growth

Beginning Market Value $381,019,357

Net New Investment $13,804,315

Investment Gains/(Losses) $13,960,669

Ending Market Value $408,784,341

Performance vs CAI Global Equity Broad Style (Gross)
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10th Percentile 7.67 (0.57) 4.90 5.20 11.28
25th Percentile 6.09 (1.88) 2.42 3.75 9.68

Median 5.34 (3.63) 0.11 2.35 8.23
75th Percentile 4.24 (6.12) (1.96) 0.58 6.82
90th Percentile 3.44 (8.21) (5.33) (2.46) 4.53

LSV Asset
Management 3.82 (7.50) (3.88) 0.65 7.61

MSCI ACWI Idx 5.15 (4.67) (1.84) 1.38 6.52

Relative Return vs MSCI ACWI Idx

R
e
la

ti
v
e

 R
e

tu
rn

s

(2.0%)

(1.5%)

(1.0%)

(0.5%)

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

2013 2014 2015

LSV Asset Management

Cumulative Returns vs MSCI ACWI Idx

C
u
m

u
la

ti
v
e

 R
e

la
ti
v
e

 R
e

tu
rn

s

0%

1%

2%

3%

4%

5%

6%

7%

2013 2014 2015

LSV Asset Management

CAI Global Eq Broad Style

 90
North Dakota State Investment Board Pension Funds



Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 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 December 31, 2015

Last Last Last
Last Last  3  5 26-3/4

Quarter Year Years Years Years

Private Equity (3.57%) (8.24%) (0.21%) 2.54% 8.21%

Adams Street Direct Co-Invest Fd 6.06% 14.72% 21.13% 16.67% -
Adams Street Direct Fd 2010 7.70% 16.78% 18.21% 14.44% -
Adams Street 1998 Partnership 1.64% 3.06% 4.60% 1.82% -
Adams Street 1999 Partnership 7.01% (4.97%) 2.14% 4.56% -
Adams Street 2000 Partnership (2.10%) (5.47%) (1.36%) 3.83% -
Adams Street 2001 Partnership (7.25%) (8.82%) 4.49% 6.94% -
Adams Street 2002 Partnership (1.79%) (8.63%) (0.74%) 5.25% -
Adams Street 2003 Partnership (3.01%) 8.61% 14.60% 9.60% -
Adams Street 2010 Partnership 6.21% 18.39% 15.62% 13.89% -
Adams Street 2008 Fund 8.80% 12.65% 13.43% 10.28% -
Adams Street 1999 Non-US 15.12% 7.26% 6.40% 13.32% -
Adams Street 2000 Non-US (5.83%) (0.73%) (2.23%) (0.01%) -
Adams Street 2001 Non-US (9.04%) 56.16% 29.70% 15.62% -
Adams Street 2002 Non-US 13.32% 12.08% 3.83% 6.25% -
Adams Street 2003 Non-US 2.76% 15.79% 10.51% 10.11% -
Adams Street 2004 Non-US (5.10%) 3.14% 8.95% 7.31% -
Adams Street 2010 Non-US 6.67% 4.52% 7.00% 4.49% -
Adams Street 2010 NonUS Emg 6.99% 17.30% 9.56% (3.18%) -
Adams Street BVCF IV Fund (1.56%) 7.53% 31.60% 37.30% -

CorsAir III 38.19% 24.21% 6.33% 2.76% -
ND Investors (0.23%) (5.28%) 0.46% 1.17% -
CorsAir IV (4.27%) 16.78% 16.93% 5.52% -
Capital International V (25.36%) (32.87%) (13.43%) (3.63%) -
Capital International VI (8.30%) (23.20%) (17.66%) - -
EIG Energy Fund XIV (19.35%) (37.12%) (16.11%) (7.59%) -
Lewis & Clark 0.00% (32.09%) (13.56%) (5.81%) -
Lewis & Clark II 0.00% (14.35%) (8.65%) (7.39%) -
Quantum Energy Partners (11.57%) (36.79%) 1.68% 9.64% -
Matlin Patterson I 0.00% 0.00% (1.77%) 641.83% -
Matlin Patterson II 6.51% 26.60% (1.41%) (34.33%) -
Matlin Patterson III (4.67%) 1.22% 3.17% 23.57% -

Russell 1000 Index 6.50% 0.92% 15.01% 12.44% 9.99%
Russell 2000 Index 3.59% (4.41%) 11.65% 9.19% 9.21%
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Declaration Total Return
Period Ended December 31, 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 (0.54)% return
for the quarter placing it in the 62 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 underperformed the
Libor-3 Month by 0.63% for the quarter and outperformed
the Libor-3 Month for the year by 1.95%.

Quarterly Asset Growth

Beginning Market Value $85,214,474

Net New Investment $-30,314

Investment Gains/(Losses) $-457,846

Ending Market Value $84,726,314

Performance vs CAI Intermediate Fixed-Inc Style (Gross)
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A(62)
B(68)

(1)
B(17)
A(62)(80)
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B(93)(95)

A(1)

B(2)

(98)

A(1)

B(37)
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A(1)

B(53)

(99)

10th Percentile (0.27) 0.71 1.56 2.73 1.85 2.38
25th Percentile (0.41) 0.61 1.36 2.53 1.55 2.08

Median (0.48) 0.43 1.26 2.33 1.32 1.79
75th Percentile (0.63) 0.25 1.05 2.18 1.22 1.58
90th Percentile (0.71) 0.02 0.84 2.02 1.06 1.33

Declaration
Total Return A (0.54) 0.35 2.25 4.35 3.96 5.26

Barclays
Aggregate Index B (0.57) 0.65 0.55 3.22 1.44 1.75

Libor-3 Month 0.09 0.17 0.30 0.26 0.27 0.29

Relative Return vs Libor-3 Month
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J.P. Morgan MBS
Period Ended December 31, 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 (0.50)% return for the
quarter placing it in the 88 percentile of the CAI Mtg-Backed
FI Style group for the quarter and in the 35 percentile for the
last year.

J.P. Morgan MBS’s portfolio underperformed the Barclays
Mortgage by 0.40% for the quarter and outperformed the
Barclays Mortgage for the year by 0.40%.

Quarterly Asset Growth

Beginning Market Value $126,062,208

Net New Investment $-2,565,192

Investment Gains/(Losses) $-625,583

Ending Market Value $122,871,434

Performance vs CAI Mtg-Backed FI Style (Gross)
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10th Percentile 0.29 1.57 2.93 3.71
25th Percentile (0.04) 1.24 2.24 3.20

Median (0.16) 1.10 1.72 2.76
75th Percentile (0.26) 0.87 1.42 2.53
90th Percentile (0.51) 0.17 1.15 1.71

J.P. Morgan MBS (0.50) 0.97 1.91 2.56

Barclays Mortgage (0.10) 1.20 1.51 2.65

Relative Return vs Barclays Mortgage
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PIMCO DiSCO II
Period Ended December 31, 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 1.49% return for the
quarter placing it in the 1 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 1 percentile
for the last year.

PIMCO DiSCO II’s portfolio outperformed the Barclays
Aggregate Index by 2.06% for the quarter and outperformed
the Barclays Aggregate Index for the year by 4.60%.

Quarterly Asset Growth

Beginning Market Value $88,200,007

Net New Investment $0

Investment Gains/(Losses) $1,313,099

Ending Market Value $89,513,106

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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Last Quarter Fiscal YTD Last Last 2 Years Last 3 Years Last 4 Years
Year

A(1)
B(4)(66)

A(1)
B(5)(53)

A(1)

B(10)
(67)

A(1)

B(19)(70)

A(1)

B(20)(82)

A(1)

B(96)(96)

10th Percentile (0.19) 1.12 1.51 4.03 2.26 3.47
25th Percentile (0.34) 0.91 1.13 3.68 1.93 3.02

Median (0.45) 0.67 0.82 3.46 1.71 2.78
75th Percentile (0.65) 0.34 0.46 3.09 1.50 2.48
90th Percentile (0.87) (0.15) (0.06) 2.74 1.33 2.32

PIMCO DiSCO II A 1.49 1.88 5.15 6.01 7.99 16.39
Barclays Mortgage B (0.10) 1.20 1.51 3.77 2.01 2.16

Barclays
Aggregate Index (0.57) 0.65 0.55 3.22 1.44 2.13

Relative Return vs Barclays Aggregate Index
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PIMCO MBS
Period Ended December 31, 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 (0.02)% return for the
quarter placing it in the 16 percentile of the CAI Mtg-Backed
FI Style group for the quarter and in the 45 percentile for the
last year.

PIMCO MBS’s portfolio outperformed the Barclays Mortgage
by 0.09% for the quarter and outperformed the Barclays
Mortgage for the year by 0.28%.

Quarterly Asset Growth

Beginning Market Value $181,424,321

Net New Investment $-18,225,000

Investment Gains/(Losses) $-28,226

Ending Market Value $163,171,095

Performance vs CAI Mtg-Backed FI Style (Gross)

(2%)

(1%)

0%

1%

2%

3%

4%

5%

6%

7%

Last Quarter Fiscal YTD Last Last 2 Years Last 3 Years Last 3-3/4
Year Years

(16)(40)

(22)(30)

(45)
(65)

(69)(67)

(90)
(76) (86)(87)

10th Percentile 0.29 1.57 2.93 5.50 4.22 5.55
25th Percentile (0.04) 1.24 2.24 4.47 3.46 4.47

Median (0.16) 1.10 1.72 4.02 2.34 2.65
75th Percentile (0.26) 0.87 1.42 3.60 2.02 2.26
90th Percentile (0.51) 0.17 1.15 3.30 1.72 2.06

PIMCO MBS (0.02) 1.27 1.79 3.70 1.72 2.17

Barclays Mortgage (0.10) 1.20 1.51 3.77 2.01 2.15

Relative Return vs Barclays Mortgage
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PIMCO Unconstrained
Period Ended December 31, 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 1.41% return for
the quarter placing it in the 1 percentile of the CAI
Intermediate Fixed-Inc Style group for the quarter and in the
100 percentile for the last year.

PIMCO Unconstrained’s portfolio outperformed the Blended
Benchmark* by 1.32% for the quarter and underperformed
the Blended Benchmark* for the year by 0.96%.

Quarterly Asset Growth

Beginning Market Value $91,931,887

Net New Investment $-21,700,000

Investment Gains/(Losses) $1,271,386

Ending Market Value $71,503,274

Performance vs CAI Intermediate Fixed-Inc Style (Gross)
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10th Percentile (0.27) 0.71 1.56 2.73 1.85 2.65
25th Percentile (0.41) 0.61 1.36 2.53 1.55 2.33

Median (0.48) 0.43 1.26 2.33 1.32 2.04
75th Percentile (0.63) 0.25 1.05 2.18 1.22 1.85
90th Percentile (0.71) 0.02 0.84 2.02 1.06 1.64

PIMCO
Unconstrained 1.41 (1.75) (0.66) 1.00 (0.06) 1.86

Blended Benchmark* 0.09 0.17 0.30 0.37 0.34 0.36

Relative Return vs Blended Benchmark*
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SSgA Long US Treas Index
Period Ended December 31, 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 (1.38)%
return for the quarter placing it in the 88 percentile of the CAI
Extended Maturity Fixed-Inc Style group for the quarter and
in the 11 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 $92,918,584

Net New Investment $-32,122,771

Investment Gains/(Losses) $-725,306

Ending Market Value $60,070,508

Performance vs CAI Extended Maturity Fixed-Inc Style (Gross)
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10th Percentile (0.50) 2.47 (0.95) 8.82 6.55
25th Percentile (0.71) 1.63 (2.51) 7.77 6.05

Median (0.82) 1.09 (3.34) 7.29 5.75
75th Percentile (1.12) 0.48 (3.85) 6.42 5.35
90th Percentile (1.51) (0.66) (4.95) 4.87 4.45

SSgA Long US
Treas Index (1.38) 3.63 (1.22) 11.14 6.49

Barclays Long Treas (1.38) 3.63 (1.21) 11.16 6.51

Relative Return vs Barclays Long Treas
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Goldman Sachs 2006 Offshore
Period Ended December 31, 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 4.80% 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 6.85% for the quarter and outperformed
the Barclays HY Corp 2% Issue for the year by 22.47%.

Quarterly Asset Growth

Beginning Market Value $1,410,917

Net New Investment $-123,812

Investment Gains/(Losses) $61,746

Ending Market Value $1,348,851

Performance vs CAI High Yield Fixed-Inc Style (Gross)
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(1)

(78)

(1)

(72)

(1)

(72)

(1)

(69)
(53)(49)

10th Percentile (0.37) (3.41) (0.61) 1.53 3.74 6.27 8.04
25th Percentile (0.98) (4.64) (1.68) 0.79 3.00 5.97 7.55

Median (1.62) (5.90) (3.10) (0.11) 2.41 5.47 7.02
75th Percentile (2.09) (6.78) (4.18) (1.23) 1.64 4.92 6.46
90th Percentile (2.99) (9.18) (6.68) (2.87) 0.51 4.21 6.04

Goldman Sachs 4.80 4.17 18.04 26.13 23.53 13.43 6.98

Barclays HY
Corp 2% Issue (2.06) (6.79) (4.43) (1.05) 1.70 5.03 7.05

Relative Return vs Barclays HY Corp 2% Issue
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Goldman Sachs Offshore Fund V
Period Ended December 31, 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 5.25% 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 7.30% for the quarter and
outperformed the Barclays HY Corp 2% Issue for the year
by 12.05%.

Quarterly Asset Growth

Beginning Market Value $2,921,771

Net New Investment $-252,293

Investment Gains/(Losses) $140,026

Ending Market Value $2,809,504

Performance vs CAI High Yield Fixed-Inc Style (Gross)
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10th Percentile (0.37) (3.41) (0.61) 1.53 3.74 6.27 8.25
25th Percentile (0.98) (4.64) (1.68) 0.79 3.00 5.97 7.53

Median (1.62) (5.90) (3.10) (0.11) 2.41 5.47 6.95
75th Percentile (2.09) (6.78) (4.18) (1.23) 1.64 4.92 6.36
90th Percentile (2.99) (9.18) (6.68) (2.87) 0.51 4.21 5.79

Goldman Sachs
Offshore V 5.25 3.08 7.62 12.80 13.13 15.19 11.43

Barclays HY
Corp 2% Issue (2.06) (6.79) (4.43) (1.05) 1.70 5.03 7.08

Relative Return vs Barclays HY Corp 2% Issue
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Loomis Sayles
Period Ended December 31, 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 (2.50)% return for the
quarter placing it in the 86 percentile of the CAI High Yield
Fixed-Inc Style group for the quarter and in the 81 percentile
for the last year.

Loomis Sayles’s portfolio underperformed the Barclays HY
Corp 2% Issue by 0.44% for the quarter and
underperformed the Barclays HY Corp 2% Issue for the year
by 0.32%.

Quarterly Asset Growth

Beginning Market Value $215,217,040

Net New Investment $-19,784,021

Investment Gains/(Losses) $-4,394,612

Ending Market Value $191,038,407

Performance vs CAI High Yield Fixed-Inc Style (Gross)
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(48)(69)
(42)(50)

(12)(56)

10th Percentile (0.37) (3.41) (0.61) 1.53 3.74 6.27 7.85 8.04
25th Percentile (0.98) (4.64) (1.68) 0.79 3.00 5.97 7.50 7.62

Median (1.62) (5.90) (3.10) (0.11) 2.41 5.47 6.95 7.20
75th Percentile (2.09) (6.78) (4.18) (1.23) 1.64 4.92 6.39 6.59
90th Percentile (2.99) (9.18) (6.68) (2.87) 0.51 4.21 6.03 6.24

Loomis Sayles (2.50) (7.84) (4.76) 0.24 2.40 5.55 7.14 7.86

Barclays HY
Corp 2% Issue (2.06) (6.79) (4.43) (1.05) 1.70 5.03 6.95 7.12

Relative Return vs Barclays HY Corp 2% Issue
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PIMCO Bravo II Fund
Period Ended December 31, 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 1.62% 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 3.68% for the quarter and
outperformed the Barclays HY Corp 2% Issue for the year
by 12.80%.

Quarterly Asset Growth

Beginning Market Value $35,384,594

Net New Investment $8,750,000

Investment Gains/(Losses) $572,767

Ending Market Value $44,707,361

Performance vs CAI High Yield Fixed-Inc Style (Gross)
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PIMCO
Bravo II Fund 1.62 8.37 18.00

Barclays HY
Corp 2% Issue (2.06) (4.43) (1.05)

Relative Return vs Barclays HY Corp 2% Issue
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Brandywine Asset Management
Period Ended December 31, 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 (0.50)% return for the
quarter placing it in the 15 percentile of the CAI Non-U.S.
Fixed-Inc Style group for the quarter and in the 81 percentile
for the last year.

Brandywine’s portfolio outperformed the Barclays Global
Aggregate Index by 0.43% for the quarter and
underperformed the Barclays Global Aggregate Index for the
year by 4.89%.

Quarterly Asset Growth

Beginning Market Value $124,930,365

Net New Investment $-2,545,330

Investment Gains/(Losses) $-606,265

Ending Market Value $121,778,769

Performance vs CAI Non-U.S. Fixed-Inc Style (Gross)
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Year Years

(15)(28)

(87)

(16)

(81)

(10)

(3)(3) (10)(10)

(2)

(31)

(1)

(46)

(4)

(67)

10th Percentile 0.41 0.45 (3.58) (2.28) (1.73) 2.12 5.07 5.61
25th Percentile (0.81) (0.24) (4.94) (3.28) (2.84) 1.07 4.30 4.79

Median (1.18) (0.77) (5.89) (4.01) (3.85) (0.12) 3.67 4.00
75th Percentile (1.36) (2.73) (6.82) (4.30) (4.82) (1.32) 3.26 3.56
90th Percentile (1.88) (5.18) (9.20) (4.55) (5.26) (1.86) 2.92 3.32

Brandywine (0.50) (4.68) (8.05) (1.05) (1.81) 3.57 6.17 6.76

Barclays Global
Aggregate Index (0.92) (0.08) (3.15) (1.30) (1.74) 0.90 3.74 3.79

Relative Returns vs
Barclays Global Aggregate Index
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UBS Global Asset Management
Period Ended December 31, 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 (1.20)%
return for the quarter placing it in the 54 percentile of the CAI
Non-U.S. Fixed-Inc Style group for the quarter and in the 55
percentile for the last year.

UBS Global Asset Management’s portfolio outperformed the
Blended Benchmark* by 0.06% for the quarter and
underperformed the Blended Benchmark* for the year by
0.06%.

Quarterly Asset Growth

Beginning Market Value $99,749,879

Net New Investment $-82,048

Investment Gains/(Losses) $-1,193,664

Ending Market Value $98,474,167

Performance vs CAI Non-U.S. Fixed-Inc Style (Gross)
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10th Percentile 0.41 0.45 (3.58) (2.28) (1.73) 2.12 5.07 7.35
25th Percentile (0.81) (0.24) (4.94) (3.28) (2.84) 1.07 4.30 7.18

Median (1.18) (0.77) (5.89) (4.01) (3.85) (0.12) 3.67 6.64
75th Percentile (1.36) (2.73) (6.82) (4.30) (4.82) (1.32) 3.26 6.12
90th Percentile (1.88) (5.18) (9.20) (4.55) (5.26) (1.86) 2.92 6.09

UBS Global
Asset Management (1.20) (0.73) (6.08) (4.84) (4.67) (1.16) 2.82 6.08

Blended Benchmark* (1.26) (0.62) (6.02) (4.56) (4.07) (0.84) 3.26 5.75

Relative Return vs Blended Benchmark*
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North Dakota State Investment Board Pension Funds
Performance vs Total Real Estate DB
Periods Ended December 31, 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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E(1)
C(4)
G(39)
B(64)
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F(100)

(52)

E(1)
G(39)
C(42)
B(55)
A(63)
D(84)
H(91)
I(91)
F(93)

(47)

E(1)
G(32)
A(38)
B(39)
I(45)
D(61)
C(78)

H(100)

(45)

I(4)
E(16)
D(22)
A(40)
B(40)
G(41)
C(43)

H(100)

(62)

10th Percentile 4.48 9.30 20.50 19.82
25th Percentile 3.58 7.61 15.96 16.88

Median 2.95 5.82 12.70 12.97
75th Percentile 2.09 3.30 8.80 9.88
90th Percentile 0.32 0.18 4.41 7.02

Total Real Estate A 2.41 4.77 14.50 14.28

Invesco Core Real Estate B 2.41 5.36 14.33 14.11
Invesco Fund II C 6.49 6.49 7.81 13.51
Invesco Fund III D 2.11 2.11 11.44 17.08

Invesco Asia Real Estate E 37.25 36.61 67.57 18.26
Invesco Value

Added Fd IV F (1.99) (1.92) - -
JP Morgan Investment G 3.22 6.66 15.19 13.99

JP Morgan Alternative Fd H 0.00 0.00 (26.73) (10.28)
JP Morgan

Greater China Fund I (0.65) (0.57) 13.35 23.80

NCREIF Total Index 2.91 6.09 13.33 12.04
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(62)

B(20)
G(26)
A(58)

H(93)

(11)

B(42)
G(63)

A(97)

(37) (30)

10th Percentile 20.14 8.32 14.69 11.40
25th Percentile 15.49 6.07 9.61 10.28

Median 12.77 5.10 7.96 9.40
75th Percentile 10.56 1.39 6.77 8.77
90th Percentile 6.94 (3.80) 5.90 7.65

Total Real Estate A 14.02 4.54 4.18 -

Invesco Core Real Estate B 12.88 6.63 8.30 -
Invesco Fund II C 19.74 - - -
Invesco Fund III D - - - -

Invesco Asia Real Estate E 9.89 - - -
Invesco Value

Added Fd IV F - - - -
JP Morgan Investment G 13.95 6.03 7.71 -

JP Morgan Alternative Fd H 0.69 (5.77) - -
JP Morgan

Greater China Fund I 14.72 - - -

NCREIF Total Index 12.18 7.76 8.96 9.90
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TIR Teredo
Period Ended December 31, 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 2.13% return for the quarter
placing it in the 1 percentile of the CAI Core Bond Fixed-Inc
Style group for the quarter and in the 1 percentile for the last
year.

TIR Teredo’s portfolio outperformed the NCREIF Timberland
Index by 0.27% for the quarter and outperformed the
NCREIF Timberland Index for the year by 11.93%.

Quarterly Asset Growth

Beginning Market Value $60,894,655

Net New Investment $-29,600,038

Investment Gains/(Losses) $1,289,621

Ending Market Value $32,584,238
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TIR Springbank
Period Ended December 31, 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 1.94% return for the
quarter placing it in the 1 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 89 percentile
for the last year.

TIR Springbank’s portfolio outperformed the NCREIF
Timberland Index by 0.08% for the quarter and
underperformed the NCREIF Timberland Index for the year
by 5.02%.

Quarterly Asset Growth

Beginning Market Value $116,504,483

Net New Investment $-400,003

Investment Gains/(Losses) $2,260,742

Ending Market Value $118,365,222
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JP Morgan Asian Infrastructure
Period Ended December 31, 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 4.17% for the quarter and underperformed the
CPI-W for the year by 8.00%.

Quarterly Asset Growth

Beginning Market Value $30,600,000

Net New Investment $-25,018

Investment Gains/(Losses) $-1,521,392

Ending Market Value $29,053,590
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JPM Infrastructure Fund
Period Ended December 31, 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 1.16% for the quarter and underperformed the CPI-W for
the year by 0.42%.

Quarterly Asset Growth

Beginning Market Value $139,850,021

Net New Investment $-384,419

Investment Gains/(Losses) $498,197

Ending Market Value $139,963,800
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Grosvenor Cust. Infrastructure
Period Ended December 31, 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 2.23% for the quarter and outperformed the
CPI-W for the year by 3.53%.

Quarterly Asset Growth

Beginning Market Value $40,020,232

Net New Investment $-1,754,397

Investment Gains/(Losses) $549,484

Ending Market Value $38,815,319
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Grosvenor Cust. Infrastructure II
Period Ended December 31, 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 outperformed the
CPI-W by 15.90% for the quarter and outperformed the
CPI-W for the three-quarter year by 1.55%.

Quarterly Asset Growth

Beginning Market Value $4,359,190

Net New Investment $2,801,191

Investment Gains/(Losses) $745,375

Ending Market Value $7,905,756
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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.

ςιδεο: Τηε Εδυχατιον οφ Βετα Ιν τηισ βριεφ ϖιδεο, Ευγενε Ποδκα−

mινερ δεσχριβεσ τηε ρεασονσ ηε δεχιδεδ το εξπλορε τηε �σmαρτ βετα� 

τοπιχ ιν δεταιλ.

2015 Αλτερνατιϖε Ινϖεστmεντσ Συρϖεψ Ουρ 

2015 Αλτερνατιϖε Ινϖεστmεντσ Συρϖεψ προ−

ϖιδεσ ινστιτυτιοναλ ινϖεστορσ α χυρρεντ ρεπορτ ον 

ασσετ αλλοχατιον τρενδσ ανδ ινϖεστορ πραχτιχεσ. 

Ινσιδε Χαλλαν�σ Dαταβασε, 3ρδ Θυαρτερ 2015 Τηισ ρεπορτ γραπησ 

περφορmανχε ανδ ρισκ δατα φροm Χαλλαν�σ προπριεταρψ δαταβασε 

αλονγσιδε ρελεϖαντ mαρκετ ινδιχεσ.

Χαπιταλ Μαρκετ Ρεϖιεω, 3ρδ Θυαρτερ 2015 Ινσιγητσ ον τηε εχονο−

my and recent performance in equities, ixed income, alternatives, 

ρεαλ εστατε, ανδ mορε. 

Μαρκετ Πυλσε Φλιπβοοκ, 3ρδ Θυαρτερ 2015 Α θυαρτερλψ mαρκετ ρεφ−

ερενχε γυιδε χοϖερινγ ινϖεστmεντ ανδ φυνδ σπονσορ τρενδσ ιν τηε 

U.S. economy, U.S. and non-U.S. equities and ixed income, alter−

natives, and deined contribution. 

ΕΣΓ Φαχτορσ: Υ.Σ. Ινϖεστορ Υσαγε 

Χρψσταλιζεσ Τηισ χηαρτιχλε λοοκσ ατ ΕΣΓ 

φροm τηε περσπεχτιϖεσ οφ Υ.Σ. ασσετ οωνερσ 

ανδ γλοβαλ ινϖεστmεντ mαναγερσ, ρεϖεαλινγ 

γροωινγ ινχορπορατιον οφ ΕΣΓ φαχτορσ ιν 

ινϖεστmεντ δεχισιον mακινγ.

Τηε Dεπαρτmεντ οφ Λαβορ Wειγησ ιν ον ΕΣΓ: Κεψ Τακεαωαψσ 

φροm Ιντερπρετιϖε Βυλλετιν 2015−01 Α συmmαρψ οφ τηε DΟΛ�σ Ιν−

terpretive Bulletin 2015-011, relating to the iduciary standard un−

δερ ΕΡΙΣΑ χονσιδερινγ εχονοmιχαλλψ ταργετεδ ινϖεστmεντσ (ΕΤΙσ), 

ανδ τηε ιmπλιχατιονσ φορ ινϖεστορσ.

Ηεδγε Φυνδ Μονιτορ, 3ρδ Θυαρτερ 2015 Αυτηορ ϑιm ΜχΚεε 

προϖιδεσ θυαρτερλψ περφορmανχε ανδ α σναπσηοτ οφ τηε ασσετ 

χλασσ. Τηισ θυαρτερ�σ χοϖερ στορψ: �Βεψονδ τηε Γλιττερ ανδ Ρεγρετ:  

Ρεασσεσσινγ Ηεδγε Φυνδσ� Ρολε ιν Ασσετ Αλλοχατιον.�

ςιδεο: Ιν τηε Σποτλιγητ−Ταργετ Dατε Φυνδσ Λορι Λυχασ δισχυσσ−

εσ σοmε οφ τηε τρενδσ τηατ αρε χαυσινγ ταργετ δατε φυνδσ το ηαϖε 

λοωερ φεεσ.

ΕΣΓ Ιντερεστ ανδ Ιmπλεmεντατιον Συρϖεψ Ρεσυλτσ οφ Χαλλαν�σ 

τηιρδ αννυαλ συρϖεψ το ασσεσσ τηε στατυσ οφ ΕΣΓ φαχτορ ιντεγρα−

τιον ιν τηε Υ.Σ. ινστιτυτιοναλ mαρκετ.

DΧ Οβσερϖερ, 3ρδ Θυαρτερ 2015 Χοϖερ στορψ: Μεετινγ τηε Χηαλ−

λενγε οφ Μαναγεδ Αχχουντ Σελεχτιον ανδ Εϖαλυατιον.

Γραδινγ τηε Πενσιον Προτεχτιον Αχτ, Τεν Ψεαρσ Λατερ: Συχ−

χεσσ Στοριεσ ανδ Νεαρ Μισσεσ  Χαλλαν γραδεσ τηε περφορmανχε 

οφ νινε κεψ ΠΠΑ προϖισιονσ οϖερ τηε παστ δεχαδε, λιστινγ τηεm 

φροm λεαστ το mοστ εφφεχτιϖε.

Πριϖατε Μαρκετσ Τρενδσ, Φαλλ 2015 Γαρψ Ροβερτσον συmmα−

ριζεσ τηε mαρκετ ενϖιρονmεντ, ρεχεντ εϖεντσ, περφορmανχε, ανδ 

οτηερ ισσυεσ ινϖολϖινγ πριϖατε εθυιτψ.

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

4τη Θυαρτερ 2015

2015 Αλτερνατιϖε Ινϖεστmεντσ Συρϖεψ

Οβσερϖατιονσ φροm Υ.Σ. Ινστιτυτιοναλ Ινϖεστορσ

ΧΑΛΛΑΝ 

ΙΝςΕΣΤΜΕΝΤΣ 

ΙΝΣΤΙΤΥΤΕ

  
Συρϖεψ

Ενϖιρονmενταλ, σοχιαλ, ανδ γοϖερνανχε (ΕΣΓ) ισσυεσ αρε θυιχκλψ 

εϖολϖινγ ιν mυλτιπλε διmενσιονσ, ινχλυδινγ τηε ρεγυλατορψ ατmο−

σπηερε. Ιν τηισ χηαρτιχλε, Χαλλαν λοοκσ ατ ΕΣΓ φροm τηε περσπεχ−

τιϖεσ οφ Υ.Σ. ασσετ οωνερσ ανδ γλοβαλ ινϖεστmεντ mαναγερσ. Wε 

present key indings from two independent surveys: on the front, 
Υ.Σ. ινϖεστορσ� ινχορπορατιον οφ ΕΣΓ φαχτορσ, ανδ ον τηε ρεϖερσε, 

ινϖεστmεντ mαναγερσ� υτιλιζατιον οφ ΕΣΓ χονσιδερατιονσ. 

Ιν Οχτοβερ 2015, τηε Dεπαρτmεντ οφ Λαβορ ισσυεδ αν ιντερπρετιϖε 

βυλλετιν το χλαριφψ τηατ χονσιδερατιον οφ ΕΣΓ φαχτορσ χαν βε αχχεπτ−

αβλε υνδερ τηε ριγητ χιρχυmστανχεσ. Τηισ γυιδανχε ωασ ισσυεδ 

αφτερ ουρ συρϖεψ ωασ χονδυχτεδ ιν Σεπτεmβερ 2015, βυτ χουλδ 

αφφεχτ φυτυρε συρϖεψ ρεσυλτσ. Wε συρϖεψεδ Υ.Σ.−βασεδ ινστιτυτιοναλ 

ασσετ οωνερσ το ασσεσσ αττιτυδεσ τοωαρδ ρεσπονσιβλε ανδ συσταιν−

αβλε ινϖεστmεντ. Μορε τηαν 240 υνιθυε ινστιτυτιοναλ φυνδσ τηατ 

ρεπρεσεντ αππροξιmατελψ ∃2.4 τριλλιον ιν ασσετσ ρεσπονδεδ. Χοm−

paring indings to our irst annual survey in 2013, we note growing 
ινχορπορατιον οφ ΕΣΓ φαχτορσ ιν ινϖεστmεντ δεχισιον mακινγ. 

Τοπ Ρεασονσ φορ Ινχορπορατινγ ΕΣΓ Τοπ Ρεασονσ Αγαινστ Ινχορπορατινγ ΕΣΓ

Ινϖεστορσ Ινχορπορατινγ ΕΣΓ Φαχτορσ (2013 ϖσ. 2015)
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Οϖεραλλ, ΕΣΓ φαχτορσ 
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(such as proitability 
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20152013

Our latest survey results reveal ESG incorporation rates increased from 22% in 2013 to 
29% ιν 2015 αmονγ Υ.Σ.−βασεδ ινστιτυτιοναλ ινϖεστορσ. Ελεϖεν περχεντ οφ ρεσπονδεντσ τηατ 

ηαϖε νοτ ινχορπορατεδ ΕΣΓ αρε χονσιδερινγ δοινγ σο, ον παρ ωιτη πρεϖιουσ ψεαρσ.

  

Βψ φυνδ τψπε, φουνδατιονσ ανδ ενδοωmεντσ have the highest rates of ESG adoption at 39% 
and 37%, respectively. Πυβλιχ φυνδ υσαγε οφ ΕΣΓ φαχτορσ ηασ νεαρλψ δουβλεδ ιν τηε παστ τωο 

years, from 15% in 2013 to 27% in 2015. Χορπορατε funds were lat overall at 15%, but reveal 
substantial differences when plan type is considered. Corporate deined beneit plans have a 
mere 7% ESG incorporation rate, while nearly one-quarter of deined contribution plans (24%) 
ηαϖε υτιλιζεδ ΕΣΓ.

Incorporation of ESG factors increases with fund size; 35% of funds larger than $20 billion 
υσε ΕΣΓ ιν σοmε ασπεχτ οφ ινϖεστmεντ δεχισιον mακινγ. Τοπ ρεασονσ χιτεδ βψ τηοσε τηατ δο 

ινχορπορατε ΕΣΓ ανδ τηοσε τηατ δο νοτ ηαϖε χηανγεδ λιττλε ιν τηε παστ τηρεε ψεαρσ.

Ινχορπορατιον Ρατεσ βψ Φυνδ Σιζε

 Crystalizes

Ιτ ισ υνχλεαρ ωηατ τηε 
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39%



�Wε τηινκ τηε βεστ ωαψ το λεαρν σοmετηινγ ισ το τεαχη ιτ. 

Εντρυστινγ χλιεντ εδυχατιον το ουρ χονσυλταντσ ανδ σπεχιαλιστσ 

ενσυρεσ τηατ τηεψ ηαϖε α τοταλ χοmmανδ οφ τηειρ συβϕεχτ 

mαττερ. Τηισ ισ ονε ρεασον ωηψ εδυχατιον ανδ ρεσεαρχη ηαϖε 

been cornerstones of our irm for more than 40 years.” 

Ρον Πεψτον, Χηαιρmαν ανδ ΧΕΟ

Χαλλαν Ινϖεστmεντσ Ινστιτυτε ανδ τηε �Χαλλαν Χολλεγε�

 

Εϖεντσ

Μισσ ουτ ον α Χαλλαν χονφερενχε ορ ωορκσηοπ? Εϖεντ συmmα−

ριεσ ανδ σπεακερσ� πρεσεντατιονσ αρε αϖαιλαβλε ον ουρ ωεβσιτε:  

ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/ΧΙΙ/ 

Τηε Νατιοναλ Χονφερενχε, το βε ηελδ ϑανυαρψ 25�27 ιν Σαν Φραν−

χισχο, χονσιστσ οφ γενεραλ σεσσιονσ ωιτη πρεσεντατιονσ βψ ωορλδ, πο−

λιτιχαλ, αρτσ, σχιενχε, ανδ ινϖεστmεντ ινδυστρψ σπεακερσ. Τηε γενεραλ 

σεσσιονσ αρε φολλοωεδ βψ σmαλλερ βρεακουτ σεσσιονσ ον τιmελψ ιν−

δυστρψ τοπιχσ λεδ βψ Χαλλαν σπεχιαλιστσ. Αττενδεεσ ινχλυδε πλαν/φυνδ 

σπονσορσ, ινϖεστmεντ mαναγερσ, ανδ Χαλλαν ασσοχιατεσ. 

Σαϖε τηε δατε φορ ουρ Ρεγιοναλ Wορκσηοπσ: ϑυνε 28 ιν Ατλαντα, 

ϑυνε 29 ιν Σαν Φρανχισχο, Οχτοβερ 25 ιν Νεω Ψορκ, ανδ Οχτοβερ 

26 ιν Χηιχαγο. Αλσο mαρκ ψουρ χαλενδαρσ φορ ουρ φαλλ Ινϖεστmεντ 

Μαναγερ Χονφερενχε, Σεπτεmβερ 11−13.

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

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ, βεττερ κνοων ασ τηε �Χαλλαν 

Χολλεγε,� προϖιδεσ α φουνδατιον οφ κνοωλεδγε φορ ινδυστρψ προφεσ−

σιοναλσ ωηο αρε ινϖολϖεδ ιν τηε ινϖεστmεντ δεχισιον−mακινγ προ−

cess. It was founded in 1994 to provide clients and non-clients alike 
ωιτη βασιχ− το ιντερmεδιατε−λεϖελ ινστρυχτιον. Ουρ νεξτ σεσσιον ισ:

Ιντροδυχτιον το Ινϖεστmεντσ

Ατλαντα, ΓΑ, Απριλ 19�20, 2016

Σαν Φρανχισχο, ΧΑ, ϑυλψ 19�20, 2016

Χηιχαγο, ΙΛ, Οχτοβερ 18�19, 2016

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−

διϖιδυαλσ ωηο ηαϖε λεσσ τηαν τωο ψεαρσ οφ εξπεριενχε ωιτη ασσετ−

mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τυιτιον φορ 

τηε Ιντροδυχτορψ �Χαλλαν Χολλεγε� σεσσιον ισ ∃2,350 περ περσον. 

Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, βρεακφαστ ανδ λυνχη ον 

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

Χυστοmιζεδ Σεσσιονσ

Τηε �Χαλλαν Χολλεγε� ισ εθυιππεδ το χυστοmιζε α χυρριχυλυm το 

meet the training and educational needs of a speciic organization.
Τηεσε ταιλορεδ σεσσιονσ ρανγε φροm βασιχ το αδϖανχεδ ανδ χαν 

take place anywhere—even at your ofice.

Λεαρν mορε ατ ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/χολλεγε/ ορ 

χονταχτ Κατηλεεν Χυννιε: 415.274.3029 / χυννιε≅χαλλαν.χοm

Υνιθυε πιεχεσ οφ ρεσεαρχη τηε 

Ινστιτυτε γενερατεσ εαχη ψεαρ50+

Τοταλ αττενδεεσ οφ τηε �Χαλλαν 

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 Callan’s Investment Manager Clients 

Confidential – For Callan Client Use Only 
 
Callan takes its fiduciary and disclosure responsibilities to clients very seriously. We recognize that there are numerous potential conflicts of interest 
encountered in the investment consulting industry and that it is our responsibility to manage those conflicts effectively and in the best interest of our 
clients.  At Callan, we employ a robust process to identify, manage, monitor and disclose potential conflicts on an on-going basis.   
 
The list below is an important component of our conflicts management and disclosure process.  It identifies those investment managers that pay Callan 
fees for educational, consulting, software, database or reporting products and services.  We update the list quarterly because we believe that our fund 
sponsor clients should know the investment managers that do business with Callan, particularly those investment manager clients that the fund sponsor 
clients may be using or considering using. Please refer to Callan’s ADV Part 2A for a more detailed description of the services and products that Callan 
makes available to investment manager clients through our Institutional Consulting Group, Independent Adviser Group and Fund Sponsor Consulting 
Group.  Due to the complex corporate and organizational ownership structures of many investment management firms, parent and affiliate firm 
relationships are not indicated on our list.  
 
Fund sponsor clients may request a copy of the most currently available list at any time. Fund sponsor clients may also request specific information 
regarding the fees paid to Callan by particular fund manager clients.  Per company policy, information requests regarding fees are handled exclusively 
by Callan’s Compliance Department. 
 

 

Quarterly List as of  

December 31, 2015 

Knowledge. Experience. Integrity. Page 1 of 2 

Manager Name 
1607 Capital Partners, LLC 
Aberdeen Asset Management 
Acadian Asset Management, Inc. 
Advisory Research 
Affiliated Managers Group 
AllianceBernstein 
Allianz Global Investors U.S. LLC 
Allianz Life Insurance Company of North America 
AlphaOne Investment Services 
American Century Investment Management 
Analytic Investors 
Apollo Global Management 
AQR Capital Management 
Ares Management 
Ariel Investments 
Aristotle Capital Management 
Artisan Partners Limited 
Atlanta Capital Management Co., L.L.C. 
AXA Rosenberg Investment Management 
Babson Capital Management LLC 
Bailard 
Baillie Gifford Overseas Limited  
Baird Advisors 
Bank of America 
Baring Asset Management 
Baron Capital Management 
BlackRock 
Blue Vista Capital Management 
BMO Asset Management 
BNP Paribas Investment Partners 
BNY Mellon Asset Management 
Boston Company Asset Management, LLC (The) 
Boston Partners  
Brandes Investment Partners, L.P. 
Brandywine Global Investment Management, LLC 
Brown Brothers Harriman & Company 
Cadence Capital Management 

Manager Name 
Calamos Advisors 
Capital Group 
CastleArk Management, LLC 
Causeway Capital Management 
Champlain Investment Partners 
Channing Capital Management, LLC 
Charles Schwab Investment Management 
Chartwell Investment Partners 
ClearBridge Investments, LLC (fka ClearBridge Advisors) 
Cohen & Steers 
Columbia Management Investment Advisors, LLC 
Columbus Circle Investors 
Corbin Capital Partners 
Cornerstone Investment Partners, LLC 
Cramer Rosenthal McGlynn, LLC 
Crawford Investment Council 
Credit Suisse Asset Management 
Crestline Investors 
Cutwater Asset Management 
DDJ Capital Management 
DE Shaw Investment Management LLC 
Delaware Investments 
DePrince, Race & Zollo, Inc. 
Deutsche Asset  & Wealth Management 
Diamond Hill Investments 
Duff & Phelps Investment Mgmt. 
Eagle Asset Management, Inc. 
EARNEST Partners, LLC 
Eaton Vance Management 
EnTrust Capital Inc. 
Epoch Investment Partners 
Fayez Sarofim & Company 
Federated Investors 
Fidelity Institutional Asset Management 
First Eagle Investment Management 
First Hawaiian Bank Wealth Management Division 
First State Investments 
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Manager Name 

Fisher Investments 

FLAG Capital Management 

Fort Washington Investment Advisors, Inc. 

Franklin Templeton   

Fred Alger Management Co., Inc. 

Fuller & Thaler Asset Management 

GAM (USA) Inc. 

GE Asset Management 

Goldman Sachs Asset Management 

Grand-Jean Capital Management 

GMO (fka Grantham, Mayo, Van Otterloo & Co., LLC) 

Gresham Investment Management, LLC 

Guggenheim Investments Asset Management (fka Security Global) 

Harbor Capital 

Harding Loevner LP 

Harrison Street Real Estate Capital 

Hartford Funds 

Hartford Investment Management Co. 

Henderson Global Investors 

Hotchkis & Wiley 

HSBC Global Asset Management 

Income Research & Management 

Insight Investment Management 

Institutional Capital LLC 

INTECH Investment Management 

Invesco 

Investec Asset Management 

Janus Capital Group (fka Janus Capital Management, LLC) 

Jensen Investment Management 

J.P. Morgan Asset Management 

KeyCorp 

Kopernik Global Investors 

Lazard Asset Management 

LMCG Investments (fka Lee Munder Capital Group) 

Legal & General Investment Management America 

Lincoln National Corporation 

Logan Circle Partners, L.P. 

The London Company 

Longview Partners 

Loomis, Sayles & Company, L.P. 

Lord Abbett & Company 

Los Angeles Capital Management 

LSV Asset Management 

Lyrical Partners 

MacKay Shields LLC 

Man Investments 

Manulife Asset Management 

Martin Currie 

Marvin & Palmer Associates, Inc. 

MFS Investment Management 

MidFirst Bank 

Millstreet Capital Management 

Mondrian Investment Partners Limited 

Montag & Caldwell, Inc. 

Morgan Stanley Investment Management 

Mountain Lake Investment Management LLC 

MUFG Union Bank, N.A. 

Neuberger Berman, LLC (fka, Lehman Brothers) 

Newton Capital Management 

Northern Lights Capital Group 

Manager Name 

Northern Trust Asset Management 

Nuveen Investments Institutional Services Group LLC 

Old Mutual Asset Management 

OppenheimerFunds, Inc. 

Pacific Investment Management Company 

Palisade Capital Management LLC 

PanAgora Asset Management 

Paradigm Asset Management 

Parametric Portfolio Associates 

Peregrine Capital Management, Inc. 

PineBridge Investments (formerly AIG) 

Pinnacle Asset Management 

Pioneer Investment Management, Inc. 

PNC Capital Advisors, LLC (fka Allegiant Asset Mgmt) 

Principal Global Investors 

Private Advisors 

Prudential Investment Management, Inc. 

Putnam Investments, LLC 

Pyramis Global Advisors 

Pzena Investment Management, LLC 

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

Regions Financial Corporation 

Riverbridge Partners LLC 

Rothschild Asset Management, Inc. 

Royce & Associates 

RS Investments 

Russell Investment Management 

Santander Global Facilities 

Schroder Investment Management North America Inc. 

Scout Investments 

SEI Investments 

SEIX Investment Advisors, Inc. 

Smith Graham and Company 

Smith Group Asset Management 

Standard Life Investments 

Standish (fka, Standish Mellon Asset Management) 

State Street Global Advisors 

Stone Harbor Investment Partners, L.P. 

Systematic Financial Management 

T. Rowe Price Associates, Inc. 

Taplin, Canida & Habacht 

TIAA-CREF 

TCW Asset Management Company 

Tocqueville Asset Management 

UBS Asset Management 

Van Eck 

Versus Capital Group 

Victory Capital Management Inc. 

Vontobel Asset Management 

Voya Investment Management (fka ING) 

Waddell & Reed Asset Management Group 

WCM Investment Management 

WEDGE Capital Management 

Wellington Management Company, LLP 

Wells Capital Management 

Wells Fargo Private Bank 

Western Asset Management Company 

Westwood Management Corp. 

William Blair & Co., Inc. 

 



INVESTMENT PERFORMANCE SUMMARY REPORT
INSURANCE TRUST FUNDS

Quarter 
Ended

Current 
FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk
5 Yrs 

Ended

Risk Adj 
Excess 
Return

5 Yrs Ended
12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015

WORKFORCE SAFETY & INSURANCE (WSI)
1,746,807,452$          

Total Fund Return - Net 1.18% -0.76% 1.05% 5.21% 6.73% 3.95% 0.62%
Policy Benchmark Return 1.11% -0.40% 0.96% 3.86% 5.15% 3.38%
Attribution Analysis

Asset Allocation -0.06% -0.03% -0.07% 0.14% 0.05%
Manager Selection 0.13% -0.33% 0.16% 1.21% 1.53%

Total Relative Return 0.07% -0.36% 0.09% 1.35% 1.58%

LEGACY FUND
3,522,475,430$          

Total Fund Return - Net 2.46% -2.07% 0.91% 2.58% N/A N/A N/A
Policy Benchmark Return 2.44% -1.74% 0.44% 1.98% N/A N/A
Attribution Analysis

Asset Allocation -0.17% -0.06% -0.25% 0.07%
Manager Selection 0.17% -0.26% 0.72% 0.52%

Total Relative Return 0.02% -0.33% 0.46% 0.59%

BUDGET STABILIZATION FUND
573,743,813$             

Total Fund Return - Net -0.34% -0.07% 1.24% 1.42% 1.78% 0.68% 0.39%
Policy Benchmark Return -0.25% 0.11% 0.68% 0.51% 0.43% 0.30%
Attribution Analysis

Asset Allocation 0.00% 0.00% 0.00% -0.51% -0.43%
Manager Selection -0.08% -0.18% 0.56% 1.42% 1.78%

Total Relative Return -0.08% -0.18% 0.56% 0.91% 1.34%

FIRE & TORNADO FUND
23,169,406$               

Total Fund Return - Net 1.76% -1.19% 0.65% 5.94% 6.78% 5.36% 0.34%
Policy Benchmark Return 1.64% -0.82% 0.36% 4.90% 5.24% 4.41%
Attribution Analysis

Asset Allocation 0.00% -0.01% -0.04% -0.01% 0.04%
Manager Selection 0.12% -0.36% 0.33% 1.05% 1.50%

Total Relative Return 0.12% -0.37% 0.29% 1.04% 1.53%

STATE BONDING FUND
3,187,067$                   

Total Fund Return - Net -0.11% 0.11% 0.43% 1.48% 3.21% 1.79% 1.01%
Policy Benchmark Return -0.30% 0.38% 0.33% 0.82% 1.82% 1.57%
Attribution Analysis

Asset Allocation 0.00% 0.00% 0.00% 0.00% 0.09%
Manager Selection 0.19% -0.27% 0.10% 0.67% 1.31%

Total Relative Return 0.19% -0.27% 0.10% 0.66% 1.39%

INSURANCE REGULATORY TRUST FUND (IRTF)
1,057,824$                 

Total Fund Return - Net 1.53% -1.09% 0.24% 4.54% 4.96% 4.50% 0.24%
Policy Benchmark Return 1.47% -0.81% 0.26% 3.90% 3.99% 3.83%
Attribution Analysis

Asset Allocation 0.00% -0.01% -0.17% -0.05% -0.02%
Manager Selection 0.06% -0.27% 0.15% 0.69% 0.98%

Total Relative Return 0.06% -0.28% -0.03% 0.64% 0.96%

December 31, 2015



INVESTMENT PERFORMANCE SUMMARY REPORT
INSURANCE TRUST FUNDS

Quarter 
Ended

Current 
FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk
5 Yrs 

Ended

Risk Adj 
Excess 
Return

5 Yrs Ended
12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015 12/31/2015

December 31, 2015

PETROLEUM TANK RELEASE COMPENSATION FUND
6,931,840$                 

Total Fund Return - Net -0.10% 0.09% 0.40% 1.36% 2.90% 1.59% 0.95%
Policy Benchmark Return -0.27% 0.35% 0.31% 0.75% 1.66% 1.43%
Attribution Analysis

Asset Allocation 0.00% 0.00% 0.00% 0.00% 0.07%
Manager Selection 0.17% -0.25% 0.09% 0.61% 1.17%

Total Relative Return 0.17% -0.26% 0.09% 0.60% 1.24%

STATE RISK MANAGEMENT FUND
6,213,232$                 

Total Fund Return - Net 1.50% -0.61% 0.76% 6.33% 7.52% 4.80% 0.24%
Policy Benchmark Return 1.39% -0.31% 0.45% 5.20% 5.77% 3.84%
Attribution Analysis

Asset Allocation 0.00% 0.00% 0.00% 0.00% 0.04%
Manager Selection 0.11% -0.30% 0.31% 1.13% 1.70%

Total Relative Return 0.11% -0.30% 0.31% 1.13% 1.74%

STATE RISK MANAGEMENT WORKERS COMP FUND
5,723,481$                 

Total Fund Return - Net 1.90% -0.80% 0.77% 7.27% 8.11% 5.71% 0.32%
Policy Benchmark Return 1.83% -0.52% 0.42% 6.12% 6.44% 4.75%
Attribution Analysis

Asset Allocation 0.01% -0.01% -0.02% -0.01% 0.04%
Manager Selection 0.07% -0.27% 0.37% 1.16% 1.63%

Total Relative Return 0.08% -0.27% 0.35% 1.15% 1.67%

ND ASSOCIATION OF COUNTIES FUND (NDACo)
3,895,582$                 

Total Fund Return - Net 1.49% -1.04% 0.63% 5.20% 5.69% 5.60% 0.47%
Policy Benchmark Return 1.34% -0.67% 0.38% 4.21% 4.24% 4.62%
Attribution Analysis

Asset Allocation 0.01% 0.00% -0.05% -0.03% 0.02%
Manager Selection 0.15% -0.37% 0.30% 1.01% 1.43%

Total Relative Return 0.15% -0.37% 0.25% 0.99% 1.45%

CITY OF BISMARCK DEFERRED SICK LEAVE ACCOUNT
615,610$                    

Total Fund Return - Net 1.47% -1.05% 0.69% 5.44% 6.71% 4.82% 0.28%
Policy Benchmark Return 1.29% -0.63% 0.42% 4.33% 4.97% 3.76%
Attribution Analysis

Asset Allocation 0.00% -0.02% -0.06% -0.01% 0.03%
Manager Selection 0.18% -0.40% 0.33% 1.13% 1.71%

Total Relative Return 0.18% -0.42% 0.27% 1.11% 1.74%

FARGODOME PERMANENT FUND
38,489,674$               

Total Fund Return - Net 2.40% -2.21% 0.17% 7.36% 7.55% 7.64% 0.45%
Policy Benchmark Return 2.34% -1.93% -0.13% 6.25% 6.35% 6.87%
Attribution Analysis

Asset Allocation -0.01% 0.00% -0.04% -0.01% 0.04%
Manager Selection 0.07% -0.28% 0.34% 1.12% 1.16%

Total Relative Return 0.06% -0.27% 0.30% 1.11% 1.20%
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Quarter 
Ended

Current 
FYTD 1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk
5 Yrs 
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Risk Adj 
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Return
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December 31, 2015

CULTURAL ENDOWMENT FUND
372,713$                    

Total Fund Return - Net 3.00% -1.52% 1.32% 9.20% 9.12% 8.09% 0.51%
Policy Benchmark Return 3.05% -1.20% 0.83% 8.07% 7.62% 7.21%
Attribution Analysis

Asset Allocation -0.01% 0.02% -0.01% -0.01% 0.06%
Manager Selection -0.03% -0.34% 0.49% 1.14% 1.44%

Total Relative Return -0.04% -0.32% 0.48% 1.13% 1.50%

BOARD OF MEDICAL EXAMINERS
2,156,260$                 

Total Fund Return - Net 0.88% -0.79% 0.77% N/A
Policy Benchmark Return 0.89% -0.56% 0.77%
Attribution Analysis

Asset Allocation 0.07% 0.08% 0.03%
Manager Selection -0.08% -0.31% -0.03%

Total Relative Return -0.01% -0.23% 0.00%

PERS RETIREE HEALTH
96,046,927$               

Total Fund Return - Net 2.82% -2.93% -1.30% 7.27% 7.19% 8.69% -0.92%
Policy Benchmark Return 3.19% -1.54% 0.31% 7.93% 7.43% 7.87%
Attribution Analysis

Asset Allocation
Manager Selection

Total Relative Return -0.37% -1.39% -1.61% -0.66% -0.24%

PERS GROUP INSURANCE
38,411,033$               

Total Fund Return - Net 0.00% 0.01% -0.07% 0.03% 0.13% 0.08% 0.02%
Policy Benchmark Return 0.03% 0.04% 0.05% 0.05% 0.08% 0.03%
Attribution Analysis

Asset Allocation
Manager Selection

Total Relative Return -0.03% -0.04% -0.12% -0.02% 0.05%

TOBACCO CONTROL AND PREVENTION
46,438,466$               

Total Fund Return - Net 0.28% N/A
Policy Benchmark Return 0.37% N/A
Attribution Analysis

Asset Allocation 0.01%
Manager Selection -0.10%

Total Relative Return -0.09%
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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 2016 by Callan

Associates Inc.



Table of Contents
December 31, 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
December 31, 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

PIMCO RAE 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 December 31, 2015
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(16)

(48)

(66)
(77)

(52)

(64)

10th Percentile 7.45 6.42 (0.19) 0.41 4.48 0.11
25th Percentile 6.38 5.66 (0.34) (0.81) 3.58 0.08

Median 4.72 4.65 (0.45) (1.18) 2.95 0.04
75th Percentile 2.77 3.52 (0.65) (1.36) 2.09 0.01
90th Percentile 0.91 2.59 (0.87) (1.88) 0.32 (0.01)

Index 7.04 4.71 (0.57) (1.38) 2.91 0.03

Range of Separate Account Manager Returns by Asset Class
One Year Ended December 31, 2015
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(100)

10th Percentile 5.46 5.50 1.51 (3.58) 20.50 0.72
25th Percentile 2.09 2.76 1.13 (4.94) 15.96 0.63

Median (0.82) 0.62 0.82 (5.89) 12.70 0.39
75th Percentile (3.95) (2.15) 0.46 (6.82) 8.80 0.28
90th Percentile (7.65) (4.95) (0.06) (9.20) 4.41 0.12

Index 1.38 (0.81) 0.55 (5.54) 13.33 0.05

  2
North Dakota State Investment Board - Insurance Trust



 

Λεϖελ ατ 35,000 Φεετ  

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

Dεχελερατινγ φροm 2014�σ 

ηιγη−ϖελοχιτψ mαρκετ, 

mοστ πριϖατε εθυιτψ mεα−

sures were lat-to-down in 2015—
αλβειτ ατ ρελατιϖελψ ηιγη αβσολυτε 

measures. While the irst half of the 
year was strong, the second half 
showed a notable pullback. 

 

Τεχη Τακεσ Οϖερ   

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ

Νον−Υ.Σ. mαρκετσ ωερε 

propped by surging 
mεργερ αχτιϖιτψ, ροβυστ 

tech sector gains, and stronger-
than-expected corporate proits dur−
ινγ τηε φουρτη θυαρτερ. Αλτηουγη τηε 

ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ 

(+0.73%) βαρελψ βροκε εϖεν, τηε 

developed ΜΣΧΙ Wορλδ εξ ΥΣΑ 

Ινδεξ ροσε 3.91%.

 

Υνδερ Πρεσσυρε 

ΗΕDΓΕ ΦΥΝDΣ

Γροωινγ υνεασε ωιτη 

εχονοmιχ χηανγε ισ εϖι−

dent in the capital mar−
kets. Commodity prices slid fur−
ther, led by oil, as China struggled 
with its centrally planned shift to a 
consumer-driven economy. 

 

Χηασινγ τηε Μαρκετ

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

Αλmοστ τηρεε−φουρτησ οφ 

τηε ασσετ χλασσεσ ιν τηε 

DC Index experienced 
net outlows in the third quarter. 
But for the irst time in two years, 
stable value experienced net 
inlows.

Α Στραιγητ βυτ  

Βυmπψ Ροαδ

ΡΕΑΛ ΕΣΤΑΤΕ

Τηε ΝΧΡΕΙΦ Προπερτψ 

Ινδεξ advanced 2.91%. 
Τηε θυαρτερ σαω 210 

asset trades, representing $11.3 
βιλλιον οφ τρανσαχτιοναλ ϖολυmε, 

comfortably ahead of the $5.1 bil−
lion 10-year average and the prior 
10-year peak of $8.7 billion in the 
second quarter of 2007.

Α Ροχκψ Ροαδ  

το Ρεϖιϖαλ

ΦΥΝD ΣΠΟΝΣΟΡ

Despite preceding quar−
ters marked with volatil−
ity, equities displayed a 

brief revival. Endowment/founda−

tions and public funds performed 
well, ahead of other fund types. 
Χορπορατε πλανσ σαω α σmαλλ 

improvement in funded ratio over 
both the quarter and the year. 

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ 

Φουρτη 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

-0.57%

-1.38%

2.91%

-0.12%

0.03%

-10.55%

6.27%

3.30%

0.73%

 

Βαχκ ιν Βλαχκ   

Υ.Σ. ΕΘΥΙΤΨ

Wιτη τηε στρονγεστ θυαρ−

τερ οφ τηε ψεαρ (+7.04%), 

τηε Σ&Π 500 Ινδεξ ωασ 

able to inish 2015 in the black 
(+1.38%.) All capitalization ranges 
advanced, though larger per−
formed better for the second con−

σεχυτιϖε θυαρτερ (Ρυσσελλ 1000 

Ινδεξ: +6.50% and Ρυσσελλ 2000 

Ινδεξ: +3.59%).

Υνωαρραντεδ  

Πεσσιmισm?  

ΕΧΟΝΟΜΨ

Τηε γλοβαλ εχονοmψ 

seemed to improve as 
2015 unfolded, but mar−

ket sentiment turned sharply nega−

tive as the year drew to a close. 
Moderate growth continued through 
the third and fourth quarters, par−
ticularly in the U.S., and GDP grew 
2.4% φορ τηε ψεαρ.

6
Π Α Γ Ε

2
Π Α Γ Ε

19
Π Α Γ Ε

 

Τακε Ιτ Εασψ

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ

Bond markets stut−
tered in the U.S. after 
the Federal Reserve 

announced a rate increase. The 
yield curve lattened and spreads 
were mixed. The Βαρχλαψσ 

Αγγρεγατε Ινδεξ dropped 0.57%; 
τηε Βαρχλαψσ Χορπορατε Ηιγη 

Ψιελδ Ινδεξ slumped 2.07%.

9
Π Α Γ Ε

4
Π Α Γ Ε

 

Σλιπ �ν Σλιδε

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ 

The U.S. dollar contin−

ued its appreciation as 
the benchmark’s hedged 

equivalent returned 0.58% for the 
quarter and 1.55% for the year.  The 
Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ 

Βονδ Ινδεξ declined 1.38% for the 
quarter and 5.54% for the year. 

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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Υνωαρραντεδ Πεσσιmισm? 

ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

The global economy seemed to improve as 2015 unfolded, but 
market sentiment turned sharply negative as the year drew to a 
close. Is this pessimism warranted? The data instead suggests 
that moderate growth continued through the third and fourth 
θυαρτερσ, παρτιχυλαρλψ ιν τηε Υ.Σ. Αφτερ α σλοω σταρτ το τηε ψεαρ, 

real GDP in the U.S. grew 3.9% in the second quarter and 2.0% 
in the third. GDP growth slowed to just 0.7% in the fourth quar−
ter, pulled down by an inventory cycle, the plunge in energy-
sector capital spending, and pain in the manufacturing sector 
and exports in general due to a strong dollar. Solid growth in 
consumer spending and housing provided enough of a sound 
foundation to ight these headwinds and keep the U.S. economy 
on a modest growth path. GDP grew 2.4% for the year, matching 
2014. Growth in non-U.S. developed markets is relatively weak 
but continued to irm up; both Japan and Europe reported GDP 
growth of 1.6% in the third quarter. 

Consumer spending in the U.S. has been supported by solid 
gains in the job market, real disposable income, and a recovery 
in housing asset values. December saw a gain of 292,000 jobs, 
the highest monthly gain in 2015. Payrolls climbed by 2.65 mil−
λιον οϖερ τηε ψεαρ φορ αν αϖεραγε οφ 221,000. Υνεmπλοψmεντ φελλ 

to 5.0% in October and held steady through December, as the 
labor force surged. With the Fed focused on unemployment and 
the labor force, the December jobs report certainly supported 
the Fed’s decision to raise interest rates. As the year drew to 
a close, the outlook for consumers was positive, and will likely 
remain so. The University of Michigan’s Index of Consumer 
Conidence slipped from a reading of 98 at the start of 2015 to 
87 in the third quarter when global equity markets were roiled by 
China, but conidence surged back to a reading of 93 through 
the last three months of the year. For reference, a reading above 
80 suggests a positive outlook by consumers. Real disposable 
(after-tax) income grew an estimated 3.6% in 2015, fueling a 
2.2% rise in consumption spending. Auto sales surged to 17.4 
million units in 2015, up from 16.4 million in 2014 and 14.4 mil−
lion in 2012. Pent-up demand may inally be close to satisied.

Consumers clearly beneitted from falling energy prices. 
Lower gasoline prices provide an effective boost to disposable 
income. Oil peaked at $135 per barrel in July 2008, started 
2015 at $52, and closed the year at $38 (the Brent crude spot 
price). The impact of energy on the measure of inlation is sig−

niicant. U.S. Core CPI, which excludes energy and food, stood 
at 2.25% for December (measured year-over-year). Headline 
CPI, which includes energy, held near zero for most of the 
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Source: Bureau of  Economic Analysis

Θυαρτερλψ Ρεαλ ΓDΠ Γροωτη (20 Ψεαρσ)
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Υ.Σ. ΕΧΟΝΟΜΨ (Continued)

year. Once energy prices stabilize, we expect they will cease 
to have the same disinlationary impact and will begin to add 
volatility to headline CPI. Similar forces are affecting Europe, 
where headline inlation is also close to zero; much of periph−

eral Europe is mired in delation.

The rise in the value of the dollar has complicated the measure 
of price inlation for consumers. Versus a trade-weighted basket 
of major currencies, the dollar was up approximately 10% over 
the course of 2015. Prices of imports fell for consumers, adding 
to disinlationary pressures. On the other hand, exports become 
more expensive, and U.S. manufacturing has clearly suffered 
from the dollar’s upward move. The ISM Index for manufactur−
ing fell to 48.2 in December, its lowest level since June 2009. 
A reading below 50 suggests contraction in activity. Adding to 
the pressure on manufacturing from a strong dollar, inventories 
were built earlier in 2015 and in 2014 in anticipation of stron−

ger global growth, and these inventories are now being worked 
down, further reducing the need for manufacturing output. The 
ISM Index for non-manufacturing remained above 50, with a 
reading of 55.3 in December, but this is the lowest level in almost 
τωο ψεαρσ.

On balance, the economic data show modest growth continuing 
ιν τηε Υ.Σ., αλτηουγη τηε ρατε ισ συβσταντιαλλψ βελοω τηατ οφ πρεϖι−

ous recoveries. GDP growth has averaged close to 2.2% since 
2010, compared to the 3% or higher achieved in the past.

 

Τηε Λονγ−Τερm ςιεω  

2015

4τη Θτρ

Περιοδσ ενδεδ Dεχεmβερ 31, 2015

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

Υ.Σ. Εθυιτψ

Russell 3000 6.27 0.48 12.18 7.35 10.03

S&P 500 7.04 1.38 12.57 7.31 9.82

Russell 2000 3.59 −4.41 9.19 6.80 10.50

Νον−Υ.Σ. Εθυιτψ

ΜΣΧΙ ΕΑΦΕ 4.71 -0.81 3.60 3.03 5.40

ΜΣΧΙ Εmεργινγ Μαρκετσ 0.73 −14.60 −4.47 3.95 8.63

S&P ex-U.S. Small Cap 5.21 5.92 5.51 5.33 6.80

Φιξεδ Ινχοmε

Βαρχλαψσ Αγγρεγατε -0.57 0.55 3.25 4.51 6.15

90−Dαψ Τ−Βιλλ 0.03 0.05 0.07 1.24 2.93

Barclays Long G/C −0.94 −3.30 6.98 6.45 8.08

Χιτι Νον−Υ.Σ. Γοϖτ -1.38 -5.54 −1.30 3.05 5.37

Ρεαλ Εστατε

NCREIF Property 2.91 13.33 12.18 7.76 8.05

FTSE NAREIT Equity 7.26 3.20 11.96 7.41 12.13

Αλτερνατιϖεσ

CS Hedge Fund −0.12 −0.71 3.55 4.97 �

Cambridge PE* � 11.38 16.03 12.65 15.73

Bloomberg Commodity -10.52 −24.66 −13.47 −6.43 �

Gold Spot Price −4.93 −10.46 -5.70 7.41 4.02

Inlation – CPI-U −0.60 0.73 1.53 1.86 2.30

*Private equity data is time-weighted return for periods ended June 30, 2015.

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

Investment Group, Standard & Poor’s, Thomson/Cambridge, Bureau of  Economic 

Analysis.

Ρεχεντ Θυαρτερλψ Ινδιχατορσ

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

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

Nonfarm Business–Productivity Growth -0.5%* 2.2% 3.5% −1.1% −2.2% 3.1% 2.8% -3.5%

GDP Growth 0.7% 2.0% 3.9% 0.6% 2.1% 4.3% 4.6% −0.9%

Manufacturing Capacity Utilization 76.1% 76.3% 75.9% 75.9% 76.2% 75.7% 75.1% 74.2%

Consumer Sentiment Index (1966=100)  91.3  90.8  94.2  95.5  89.8  83.0  82.8  80.9 

*Estimate.

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, IHS Economics, Reuters/University of  Michigan.
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Α Ροχκψ Ροαδ το Ρεϖιϖαλ 

ΦΥΝD ΣΠΟΝΣΟΡ |  Rufash Lama

Despite preceding quarters marked with volatility, global equi−
ties displayed a brief revival, particularly in October. Central 
banks in Japan and Europe afirmed their decision to increase 
accommodative policies to support their respective economies. 
For the quarter, U.S. equity markets edged ahead of non-U.S. 
(Ρυσσελλ 3000 Ινδεξ: +6.27%, ΜΣΧΙ ΕΑΦΕ Ινδεξ: +4.71%) 

while both U.S. and non-U.S. ixed income markets retreated 
(Βαρχλαψσ Αγγρεγατε Ινδεξ: -0.57%, Χιτι Νον−Υ.Σ. Wορλδ 

Γοϖερνmεντ Βονδ Ινδεξ: -1.38%). 

Performance varied, albeit marginally, for the different fund 
types. Endowment/foundations and public funds performed 
well, leading across all percentiles. Corporate plans, although 
positive, trailed the other plan types. We have observed a con−

tinued divergence between different asset owners as corporate 
plans seek to de-risk. While performance dispersion was mod−

est, in the 90th percentile public plans surpassed corporate 
πλανσ βψ 1.10%.

Following December’s interest rate hike, bond strategies saw 
substantial outlows on concerns about high-yield issuers, to the 
dismay of corporate plans. Corporate plans saw a small improve−

ment in funded ratio over both the last quarter and the year. The 
median and average funded status of U.S. corporate deined 

beneit plans were 82.7% and 83.0%, respectively, based on a 
peer group* of seven different funded ratio measures. Over the 
ψεαρ, λιαβιλιτιεσ φελλ ασ ιντερεστ ρατεσ ροσε, ωηιλε ασσετ ρετυρνσ ιν 

both equity and ixed income were lat. 

Endowment/foundations performed well due to an overweight 
to U.S. stocks and relatively low exposure to U.S. ixed income. 
Despite trailing in the 10- and 15-year periods, Taft Hartley 
plans have performed best in the three- and ive-year periods 
primarily due to their relatively high exposure to real estate and 
λοω εξποσυρε το νον−Υ.Σ. εθυιτιεσ. 

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

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

Πυβλιχ Dαταβασε 2.96 0.33 7.50 6.99 5.78 5.64

Χορπορατε Dαταβασε 2.35 −0.97 6.33 6.95 5.89 5.64

Ενδοωmεντσ/Φουνδατιονσ Dαταβασε 2.95 −0.75 6.58 6.21 5.55 5.46

Ταφτ−Ηαρτλεψ Dαταβασε 2.78 1.15 8.02 7.31 5.51 5.38

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

Ασσετ Αλλοχατορ Στψλε 3.04 −1.07 7.85 7.45 6.15 5.92

Υ.Σ. Βαλανχεδ Dαταβασε 2.98 −0.89 7.34 6.71 5.76 5.70

Γλοβαλ Βαλανχεδ Dαταβασε 1.67 −1.88 4.65 5.07 5.25 6.73

60% Russell 3000 + 40% Barclays Agg 3.53 0.66 9.40 8.82 6.65 5.70

60% MSCI World + 40% Barclays Glbl Agg 2.93 −1.61 5.05 5.02 4.76 4.62

* The peer group includes funded ratio measures provided by large, institutional investment and actuarial consultants, as well as investment management firms. 

**Returns less than one year are not annualized.

Sources: Callan, Barclays, MSCI, Russell Investment Group.

0%

1%

2%

3%

4%

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

 10th Percentile  3.70 3.61 3.91 3.75

 25th Percentile  3.35 3.08 3.53 3.31

 Median  2.96 2.35 2.95 2.78

 75th Percentile  2.44 1.63 2.24 2.32

 90th Percentile  1.78 0.68 1.47 1.67

Source: Callan

Χαλλαν Φυνδ Σπονσορ Ρετυρνσ φορ τηε Θυαρτερ
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ΦΥΝD ΣΠΟΝΣΟΡ (Continued)

As of the most recent quarter, all fund types have displayed 
performance within a 5–6% range over longer time frames. A 
U.S.-focused benchmark of 60% Russell 3000 + 40% Barclays 
Aggregate (+3.53%) now outperforms the broader, 60% MSCI 

World + 40% Barclays Global Aggregate (+2.93%) benchmark 
over multiple time periods. Callan’s U.S. Balanced Database 
group has outperformed the Global Balanced Database group 
in all periods except 15 years. 

*Latest median quarter return.

Source: Callan
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Other Alternatives
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2.1%
5.3%

1.2%

2.9%

3.5%
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1.4%
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2.95%*

33.3%

17.0%

19.7%
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1.3%

0.9%

8.3%2.3%

9.7%

1.7%
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2.78%*

0.5%
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2.35%*
0.5%

2.0%

1.4% 1.2%
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2.1%

5.1%
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Χαλλαν Φυνδ Σπονσορ Αϖεραγε Ασσετ Αλλοχατιον

Χαλλαν Πυβλιχ Φυνδ Dαταβασε Αϖεραγε Ασσετ Αλλοχατιον (10 Ψεαρσ)

Source: Callan
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Source: Russell Investment Group 

Βαχκ ιν Βλαχκ 

Υ.Σ. ΕΘΥΙΤΨ |  Λαυρεν Ματηιασ, ΧΦΑ 

Αλτηουγη τηε φουρτη θυαρτερ ωασ τηε στρονγεστ οφ τηε ψεαρ, τηε 

journey was volatile. October proved to be a welcome turn−

around after a stumbling third quarter as U.S. indices landed 
one of their strongest single months since the inancial crisis 
(Σ&Π 500 Ινδεξ: +8.44% in October). Yet a slowing Chinese 
economy, other weak emerging markets, commodity price 
declines, and the strength of the U.S. dollar led to a middling 
November and disappointing December. Despite this, the U.S. 
Federal Reserve deemed the U.S. economy to be in a strong 
enough position for a rate increase, citing improved labor mar−
ket conditions and subdued inlation. The price of oil continued 
to decline, and consumer conidence remained above average 
and provided a small tailwind to the market.
 

Growth continued to build its lead on value in the fourth quarter 
(Ρυσσελλ 1000 Γροωτη Ινδεξ: +7.32% and Ρυσσελλ 1000 ςαλυε 

Ινδεξ: +5.64%); over the year the difference was profound 

(+5.67% vs. -3.83%, respectively). All U.S. equity indices posted 
positive results, but larger proved better (Ρυσσελλ Μιδχαπ 

Ινδεξ: +3.62%, Ρυσσελλ 2000 Ινδεξ: +3.59%, and Ρυσσελλ 

Μιχροχαπ Ινδεξ: +3.74%). Τηε Ρυσσελλ Τοπ 50 Ινδεξ led the 
ωαψ γαινινγ 9.34%.

Large cap sectors continued their strong performance, led 
by Materials & Processing, Technology, and Health Care. In 
small cap, Energy trailed signiicantly, Health Care produced 
the strongest positive result, and only Consumer Discretionary 
showed a strong directional difference. Commodity price 
declines and slow global growth were major factors behind 
Energy’s stumble. Biotech companies led small cap Health 
Care. Active managers struggled again in such a narrow mar−
ket, especially in large cap where the S&P 500 Index total 
annual return (with dividends) would have been negative 
without three stocks: Amazon, Microsoft, and GE. Investors 

Russell 1000 Russell 2000

EnergyUtilitiesConsumer

Discretionary

Financial

Services

Producer

Durables

Consumer

Staples

Health CareTechnologyMaterials &

Processing

8.8%

4.5%

8.8%

5.9%

9.8%

7.8%

4.7%

7.4%

2.8%

5.8%

3.4%

4.9%

-2.7%

3.9%

6.0%

-0.6%

-10.6%

8.7%

Εχονοmιχ Σεχτορ Θυαρτερλψ Περφορmανχε 

Note: As of  the fourth quarter of  2015, the Capital Markets Review reports sector-specific return using the Russell Global Sectors (RGS) classification system rather than the 

Global Industry Classification Standard (GICS) system. RGS uses a three-tier classification system containing nine sectors; GICS uses a four-tier system containing ten sectors.
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Υ.Σ. ΕΘΥΙΤΨ (Continued)

preferred the safety of these and other large-cap companies. 
Equity volatility as measured by the VIX increased during the 
quarter but ended the year below average. Assets contin−

ued to low into passive funds and ETFs, further challenging 
αχτιϖε mαναγερσ. 

Τηε Υ.Σ. εθυιτψ mαρκετ ωασ γενερουσ ιν τηε φουρτη θυαρτερ, 

but for the full year four stocks were down for every three that 
rose (in the S&P 500). Despite this, broad market valuations 
remain above average, leading to questionable prospects as 
ωε εντερ 2016. 

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

 10th Percentile  9.48 7.07 6.36 4.55

 25th Percentile  8.62 6.05 5.09 3.57

 Median  7.75 5.46 3.00 2.55

 75th Percentile  6.59 4.73 0.90 1.87

 90th Percentile  5.80 3.87 -1.35 0.44

   R1000 Growth R1000 Value  R2000 Growth  R2000 Value

 Benchmark  7.32 5.64 4.32 2.88

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

Υ.Σ. Εθυιτψ Ινδεξ Χηαραχτεριστιχσ ασ οφ Dεχεmβερ 31, 2015

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

Cap Range Min ($mm)  1,360 2 149 149 2 2

Cap Range Max ($bn) 586.86 606.41 606.41 28.85 12.06 6.42

Νυmβερ οφ Ισσυεσ 504 2,968 1,018 818 2,460 1,988

% of Russell 3000 81% 100% 92% 27% 17% 8%

Wtd Avg Mkt Cap ($bn) 128.44 106.38 115.12 12.09 4.06 1.88

Price/Book Ratio 2.7 2.6 2.6 2.3 2.0 1.9

Forward P/E Ratio 16.3 16.7 16.5 17.9 18.1 18.8

Dividend Yield 2.2% 2.1% 2.1% 1.9% 1.7% 1.6%

5-Yr Earnings (forecasted) 10.3% 10.9% 10.7% 10.9% 12.1% 13.2%

Sources: Russell Investment Group, Standard & Poor’s.
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

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

Λαργε Χαπ Χορε Στψλε 6.59 1.38 15.48 12.59 7.76 5.77

Λαργε Χαπ Γροωτη Στψλε 7.75 6.43 17.03 13.23 8.65 4.82

Λαργε Χαπ ςαλυε Στψλε 5.46 −2.56 13.76 11.70 7.01 6.84

Αγγρεσσιϖε Γροωτη Στψλε 5.12 5.53 16.47 11.59 8.71 5.30

Χοντραριαν Στψλε 4.90 −4.29 13.05 11.00 6.91 7.33

Ψιελδ−Οριεντεδ Στψλε 5.78 −2.99 11.91 10.91 7.32 7.12

Russell 3000 6.27 0.48 14.74 12.18 7.35 5.39

Russell 1000 6.50 0.92 15.01 12.44 7.40 5.25

Russell 1000 Growth 7.32 5.67 16.83 13.53 8.53 4.33

Russell 1000 Value 5.64 -3.83 13.08 11.27 6.16 5.86

S&P Composite 1500 6.59 1.01 14.84 12.35 7.39 5.39

S&P 500 7.04 1.38 15.13 12.57 7.31 5.00

ΝΨΣΕ 4.11 −4.09 9.14 9.39 6.25 5.55
Dow Jones Industrials 7.70 0.21 12.66 11.30 7.75 5.80

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

Μιδ Χαπ Χορε Στψλε 3.61 0.15 15.13 12.33 8.31 9.28

Μιδ Χαπ Γροωτη Στψλε 3.04 0.28 14.04 11.02 8.69 6.88

Μιδ Χαπ ςαλυε Στψλε 3.23 −2.95 13.46 11.02 8.46 10.13

Russell Midcap 3.62 −2.44 14.18 11.44 8.00 8.15
S&P MidCap 400 2.60 -2.18 12.76 10.68 8.18 8.32

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

Σmαλλ Χαπ Χορε Στψλε 3.23 −1.80 13.86 11.38 8.04 9.88

Σmαλλ Χαπ Γροωτη Στψλε 3.00 −1.29 14.29 11.06 8.36 7.10

Σmαλλ Χαπ ςαλυε Στψλε 2.55 −3.82 12.43 10.30 7.87 10.68

Russell 2000 3.59 −4.41 11.65 9.19 6.80 7.28

S&P SmallCap 600 3.72 −1.97 13.57 11.48 8.00 8.92

ΝΑΣDΑΘ 8.71 6.96 19.80 14.97 9.72 5.75

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

Σmιδ Χαπ Βροαδ Στψλε 2.86 −0.99 13.35 11.31 8.66 9.41

Σmιδ Χαπ Γροωτη Στψλε 2.86 −0.37 13.99 11.70 8.61 8.03

Σmιδ Χαπ ςαλυε Στψλε 2.00 −3.85 11.96 9.99 8.13 10.42

Russell 2500 3.28 −2.90 12.46 10.32 7.56 8.08

S&P 1000 2.93 −2.11 13.02 10.92 8.11 8.48

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

Χονσυmερ Dισχρετιοναρψ 4.28 4.95 17.50 16.16 10.00 �

Χονσυmερ Σταπλεσ 7.72 7.96 17.46 15.28 11.93 �

Ενεργψ −0.93 −23.11 -4.56 −1.47 2.98 �

Φινανχιαλ Σερϖιχεσ 5.58 0.68 15.58 11.48 1.53 �

Health Care 8.81 7.14 24.32 20.51 11.22 �

Materials & Processing 8.32 -8.52 6.34 5.74 6.15 �

Producer Durables 6.99 -3.45 14.27 11.11 6.76 �

Τεχηνολογψ 8.57 4.04 16.86 12.29 9.46 �

Υτιλιτιεσ 4.06 −1.74 9.66 9.81 7.27 �

*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 (Continued)
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Τεχη Τακεσ Οϖερ 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ |   Ιρινα Συσηχη

Surging merger activity, robust tech sector gains, and stronger-
than-expected corporate proits drove a positive fourth quarter 
φορ νον−Υ.Σ. mαρκετσ (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Ινδεξ: +3.30%). 

Total global M&A volume in 2015 surpassed $4.3 trillion, break−

ing the previous record set in 2007. Companies were persuaded 
to sign deals by the availability of cheap debt and the desire 
to stay competitive and eficient in a slow-growth environment. 
The strengthening dollar boosted returns of international export-
oriented companies. 

Ασ ιν τηε Υ.Σ., γροωτη (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Γροωτη: +5.04%) 
fared better than value (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ ςαλυε: +1.50%). 
Τηε ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ (+0.73%) delivered paltry 
returns in comparison to its developed-market counterpart the 
ΜΣΧΙ Wορλδ εξ ΥΣΑ Ινδεξ (+3.91%). Small cap outpaced large 
cap once again due to fewer Energy holdings (ΜΣΧΙ ΑΧWΙ εξ 

ΥΣΑ Σmαλλ Χαπ Ινδεξ: +5.28%). Among sectors, Information 
Technology (+8.40%) was the darling, while Industrials (+4.67%) 
and Consumer Discretionary (+4.59%) helped with high M&A 
activity. Energy (-0.43%) and Materials (+0.36%) have now 
lagged for two straight quarters. Crude oil ended the year below 
$40 per barrel, down 17.85% for the quarter, due to unrelenting 
excess supply over global demand. 

European stocks were up for the irst two months of the quar−
ter due to investor expectations of ampliied European Central 
Bank (ECB) stimulus measures. Investors were disappointed in 
December when the central bank cut its deposit rate by only 
0.10%, and extended the existing bond-buying program by six 
months. Returns faltered, yet the ΜΣΧΙ Ευροπε Ινδεξ ended 
τηε θυαρτερ υπ 2.49%. 

Japanese stocks closed the year on a high note (ΜΣΧΙ ϑαπαν: 

+9.34%; YTD: +9.57%). The weak yen boosted automobile 
companies, and health care companies fared well due to 
robust drug pipelines. The country also completed the largest 
state asset sale since 1987 with the privatization of Japan Post 
Holdings, accompanied by ramped up stimulus measures. The 

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

 10th Percentile  7.67 6.42 4.24 8.75

 25th Percentile  6.09 5.66 2.08 7.71

 Median  5.34 4.65 1.42 6.53

 75th Percentile  4.24 3.52 0.56 5.48

 90th Percentile  3.44 2.59 -0.27 3.03

   MSCI MSCI MSCI  MSCI ACWI
  World ACWI ex USA Emg Mkts ex USA SC 

 Benchmark  5.50 3.30 0.73 5.28

Sources: Callan, MSCI 
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remainder of Southeast Asia and the Paciic also enjoyed gains 
(MSCI Paciic ex Japan Index: +8.29%). New Zealand led the 
pack, up 18.15%, due to increased tourism and the positive 
impact of Industrials and Materials. Australia thrived (+9.96%) 
on a strong inancial sector; the largest Aussie banks raised 
ηοmε−λοαν ρατεσ. 
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ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Continued)

Emerging market countries produced a spectrum of returns, 
but collectively closed slightly ahead (+0.73%). Information 
Technology (+6.46%) buoyed returns. Insecurities about U.S. 
monetary policy were assuaged by the U.S. Federal Reserve 
raising rates. China (+4.03%) was more even-tempered than 
λαστ θυαρτερ. Ιτσ χεντραλ βανκ χυτ ιντερεστ ρατεσ ονχε αγαιν, παρτ 

οφ αν ονγοινγ στρεαm οφ στιmυλυσ mεασυρεσ το φυελ χονσυmπ−

tion. China’s currency, the renminbi, will join the dollar, euro, 
pound, and yen in the International Monetary Fund’s basket 
οφ ρεσερϖε χυρρενχιεσ λατερ ιν 2016. Τηε ρεστ οφ εmεργινγ Ασια 

also had a positive quarter (ΜΣΧΙ Εmεργινγ Μαρκετσ Ασια 

Ινδεξ: +3.53%). Indonesia gained 20.87%, with signiicant 
advances in all sectors, thanks to progressive policies and 
reforms pursued by the government. 

On the negative end, Greece’s inancial woes continued 
(-18.99%). Russian stocks declined 3.99% as the economy dete−

riorated further. Emerging Europe sank 5.13%. The Middle East 
did not fare well amid ongoing political turbulence and declining 

oil prices. South Africa plummeted 10.51% with losses in the 
inancials sector and ongoing political instability. Latin America 
(-2.61%) had another miserable quarter. Brazil dropped 3.16%, 
and its debt rating was cut to below investment grade.

 EM EAFE

Quarter Year

ACWI ex USA

-5%

0%

5%

10%

15%

MaterialsEnergyIndustrialsInformation
Technology

Poland

Greece

Spain

Canada

Hungary

Indonesia

Belgium

New Zealand

Source: MSCI

Source: MSCI

6.5%

10.3%

8.4%

-3.2%

6.4%

4.7%

-0.1%

0.7%

20.9%

-19.1%

11.4%

36.3%

-24.2%

-5.1%

-2.6%

-15.6%

-61.3%

-12.9%

-24.9%

-19.0%

-0.4%

-1.8%

12.1%

13.6%

1.2%
0.4%

18.2%

-6.3%

W
o
rd
 e
x
 U
S
A

E
M

W
o
rd
 e
x
 U
S
A

E
M

B
e
s
t 
Q
u
a
rt
e
rl
y
 P
e
rf
o
rm
e
rs

W
o
rs
t 
Q
u
a
rt
e
rl
y
 P
e
rf
o
rm
e
rs

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 9.96% 6.13% 3.60% 6.84%

Αυστρια 6.85% 9.80% -2.68% 0.18%

Βελγιυm 13.64% 16.77% -2.68% 1.43%

Dενmαρκ 6.69% 9.67% −2.72% 1.90%

Finland 9.64% 12.67% -2.68% 0.90%

Φρανχε 1.67% 4.47% -2.68% 9.74%

Γερmανψ 7.70% 10.67% -2.68% 9.10%

Hong Kong 6.01% 6.01% 0.00% 3.09%

Ireland 6.99% 9.94% -2.68% 0.40%

Ισραελ 8.91% 7.90% 0.87% 0.76%

Ιταλψ −2.32% 0.38% -2.68% 2.36%

ϑαπαν 9.34% 9.83% −0.44% 23.44%

Netherlands 3.14% 6.11% -2.68% 2.88%

New Zealand 18.15% 10.40% 7.02% 0.16%

Νορωαψ -0.52% 3.22% −3.63% 0.55%

Portugal 4.23% 7.11% -2.68% 0.15%

Σινγαπορε 4.24% 4.01% 0.23% 1.25%

Σπαιν -2.55% 0.14% -2.68% 3.18%

Sweden 2.43% 2.96% -0.52% 2.87%

Switzerland 2.04% 4.54% −2.39% 9.41%

Υ.Κ. 0.73% 3.52% −2.70% 19.39%

Sources: MSCI, Russell Investment Group, Standard & Poor’s.
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Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

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

Νον−Υ.Σ. Εθυιτψ Στψλε 4.65 0.62 5.82 4.70 4.24 5.42

ΜΣΧΙ ΕΑΦΕ 4.71 -0.81 5.01 3.60 3.03 3.54

ΜΣΧΙ ΕΑΦΕ (λοχαλ) 6.34 5.33 12.30 7.85 3.22 2.67

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ 3.30 -5.25 1.94 1.51 3.38 4.46

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Γροωτη 5.04 −0.91 3.90 2.48 4.02 3.96

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ ςαλυε 1.50 -9.59 -0.08 0.49 2.68 4.87

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

Γλοβαλ Εθυιτψ Στψλε 5.34 0.11 10.20 8.13 6.09 5.49

MSCI World 5.50 -0.87 9.63 7.59 4.98 4.04

MSCI World (local) 6.22 2.08 13.04 9.58 4.95 3.60

ΜΣΧΙ ΑΧWΙ 5.15 -1.84 8.26 6.66 5.31 4.67

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

ΜΣΧΙ Ευροπε 2.49 -2.84 4.51 3.88 3.36 3.47

ΜΣΧΙ Ευροπε (λοχαλ) 5.17 4.91 10.10 6.94 3.94 2.56

ΜΣΧΙ ϑαπαν 9.34 9.57 10.17 4.38 0.91 2.12

ΜΣΧΙ ϑαπαν (λοχαλ) 9.83 9.93 22.99 12.95 1.10 2.48

MSCI Paciic ex Japan 8.29 -8.47 −1.32 0.87 6.07 8.15

MSCI Paciic ex Japan (local) 5.90 -0.98 6.80 5.38 5.74 6.46

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

Εmεργινγ Μαρκετ Στψλε 1.42 −13.68 −4.91 −3.46 4.79 10.13

ΜΣΧΙ Εmεργινγ Μαρκετσ 0.73 −14.60 −6.42 −4.47 3.95 8.87

ΜΣΧΙ Εmεργινγ Μαρκετσ (λοχαλ) 1.56 -5.40 1.20 1.27 6.36 10.22

ΜΣΧΙ Φροντιερ Μαρκετσ −1.23 −14.46 4.79 0.36 −1.70 �

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

Νον−Υ.Σ. Σmαλλ Χαπ Στψλε 6.53 9.90 11.48 8.05 6.80 9.73

MSCI World ex USA Small Cap 5.82 5.46 7.82 4.39 4.09 7.35

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ 5.28 2.60 5.64 2.63 4.95 8.24

ΜΣΧΙ Εmεργινγ Μαρκετ Σmαλλ Χαπ 3.27 -6.85 −1.67 −3.29 6.14 10.86
*Returns less than one year are not annualized.

Sources: Callan, MSCI.

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Continued)

MSCI Emerging Markets
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Τακε Ιτ Εασψ 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κεϖιν Ναγψ

Yields rose in the fourth quarter as the Federal Reserve 
raised interest rates for the irst time in nearly a decade. 
The yield curve lattened, though the effect on spreads was 
mixed: investment grade credit and mortgage backed secu−

rity (MBS) spreads tightened while asset-backed (ABS), com−

mercial MBS, and high yield spreads widened. The Βαρχλαψσ 

Αγγρεγατε Ινδεξ dropped 0.57%. 

According to the Fed, the economy showed signs of moderate 
growth, driven by ixed investment from businesses, household 
spending, and a strengthening housing sector. So after months 
of restraint, the Fed raised the federal funds rate band by 0.25% 
to 0.25%–0.50%. The Fed speciically cited a strong labor market 
as a key reason behind the decision. The 10-year U.S. Treasury 
yield increased to 2.27%. The breakeven inlation rate (the dif−
ference between nominal and real yields) on 10-year Treasuries 
increased from 1.43% to 1.58% as TIPS outperformed nominal 
Treasuries. This measure rebounded from last quarter, when it 
reached its lowest level since 2008 (1.43%).

Every sector in the Barclays Aggregate posted negative quar−
terly returns. Relative to like-duration Treasuries, the strongest 
performer was U.S. MBS which, although down 0.10%, beat 
Treasuries by 0.61%. Credit (-0.52%) was the only other sector 
to outperform Treasuries (+0.50% relative to Treasuries), buoyed 
βψ στρονγ περφορmανχε ιν τηε Φινανχιαλσ σεχτορ (+1.09% ρελατιϖε 

to Treasuries). Both ABS and U.S. agencies outperformed like-
duration Treasuries for the year, despite trailing in the quarter.

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

 10th Percentile  -0.27 -0.19 -0.06 -0.50 -0.37

 25th Percentile  -0.41 -0.34 -0.36 -0.71 -0.98

 Median  -0.48 -0.45 -0.51 -0.82 -1.62

 75th Percentile  -0.63 -0.65 -0.72 -1.12 -2.09

 90th Percentile  -0.72 -0.87 -1.18 -1.51 -2.99

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

 Benchmark  -0.51 -0.57 -0.57 -0.94 -2.07

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

High yield corporate bonds slumped as the Βαρχλαψσ Χορπορατε 

Ηιγη Ψιελδ Ινδεξ ended the quarter down 2.07%. The Index 
receded 4.47% for the year and underperformed Treasuries by 
5.77%. New issuance was $35.6 billion for the quarter, down 
from $42.8 billion. New issue activity for 2015 was $260.5 billion, 
16.3% λοωερ τηαν 2014.

Υ.Σ. Φιξεδ Ινχοmε Ινδεξ Χηαραχτεριστιχσ ασ οφ Dεχεmβερ 31, 2015

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

Βαρχλαψσ Αγγρεγατε 2.59 5.68 7.94 100.00

Barclays Govt/Credit 2.51 6.22 8.49 100.00 68.90

Intermediate 2.06 3.97 4.31 78.98 54.42

Λονγ−Τερm 4.19 14.67 24.20 21.02 14.48

Βαρχλαψσ Γοϖτ 1.72 5.71 7.02 56.97 39.25

Barclays Credit 3.54 6.90 10.43 43.03 29.65

Βαρχλαψσ ΜΒΣ 2.77 4.49 6.89 28.64

Βαρχλαψσ ΑΒΣ 1.88 2.32 2.47 0.56

Βαρχλαψσ ΧΜΒΣ 2.97 4.99 5.62 1.83

Barclays Corp High Yield 8.74 4.34 6.19

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 Dεχεmβερ 31, 2015

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

Χορε Βονδ Στψλε −0.45 0.82 1.71 3.77 4.96 5.40

Χορε Βονδ Πλυσ Στψλε −0.51 0.20 1.77 4.17 5.36 5.96

Βαρχλαψσ Αγγρεγατε -0.57 0.55 1.44 3.25 4.51 4.97

Barclays Govt/Credit −0.74 0.15 1.21 3.39 4.47 5.01

Βαρχλαψσ Γοϖτ −0.91 0.86 1.01 2.77 4.10 4.53

Barclays Credit -0.52 −0.77 1.49 4.38 5.18 5.82

Citi Broad Investment Grade -0.53 0.53 1.41 3.23 4.60 5.04

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

Εξτενδεδ Ματυριτψ Στψλε −0.82 −3.34 2.10 7.42 6.93 7.43

Barclays Long Govt/Credit −0.94 −3.30 1.70 6.98 6.45 7.07

Βαρχλαψσ Λονγ Γοϖτ -1.38 −1.16 2.55 7.65 6.67 6.97

Barclays Long Credit −0.66 -4.56 1.23 6.49 6.19 7.28

Citi Pension Discount Curve 0.77 −3.04 2.85 9.28 7.80 9.19

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

Ιντερmεδιατε Στψλε −0.48 1.26 1.32 2.93 4.54 4.94

Barclays Intermediate Aggregate -0.51 1.21 1.41 2.74 4.26 4.67

Barclays Intermediate Govt/Credit −0.69 1.07 1.10 2.58 4.04 4.53

Barclays Intermediate Govt -0.84 1.18 0.81 2.02 3.71 4.07

Barclays Intermediate Credit -0.45 0.90 1.61 3.63 4.82 5.35

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

Dεφενσιϖε Στψλε −0.24 0.91 0.90 1.45 3.05 3.42

Αχτιϖε Dυρατιον Στψλε −0.42 1.17 1.53 3.28 4.60 5.27

Money Market Funds (net of fees) 0.00 0.01 0.01 0.01 1.17 1.41

ΜΛ Τρεασυρψ 1�3−Ψεαρ −0.44 0.54 0.51 0.70 2.42 2.84

90−Dαψ Τρεασυρψ Βιλλσ 0.03 0.05 0.05 0.07 1.24 1.61

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

Ηιγη Ψιελδ Στψλε −1.62 −3.10 2.41 5.47 6.95 7.79

Barclays Corporate High Yield −2.07 −4.47 1.69 5.04 6.96 7.59

ML High Yield Master −2.09 -4.55 1.64 4.84 6.74 7.41

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

Μορτγαγε Στψλε −0.16 1.72 2.34 3.63 4.96 5.34

Βαρχλαψσ ΜΒΣ −0.10 1.51 2.01 2.96 4.64 4.90

Βαρχλαψσ ΑΒΣ -0.57 1.25 0.95 2.31 3.29 4.00

Βαρχλαψσ ΧΜΒΣ −1.24 0.97 1.68 4.09 5.20 5.79

Μυνιχιπαλ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Βαρχλαψσ Μυνι 1.50 3.30 3.16 5.35 4.72 5.01

Βαρχλαψσ Μυνι 1�10−Ψεαρ 0.79 2.45 2.24 3.56 4.08 4.25

Βαρχλαψσ Μυνι 3−Ψεαρ −0.01 1.18 1.24 1.81 3.01 3.24

ΤΙΠΣ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Barclays TIPS Full Duration −0.64 −1.44 −2.27 2.55 3.93 5.51

Barclays TIPS 1-10 Year −0.70 -0.52 −1.77 1.64 3.51 4.84

*Returns for less than one year are not annualized.

Sources: Barclays, Callan, Citigroup, Merrill Lynch.

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Continued)
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ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κψλε Φεκετε

Τηε Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ Βονδ Ινδεξ declined 
1.38% for the quarter and 5.54% for the year. As the U.S. dol−
lar continued to appreciate, the Index’s hedged equivalent 
inched ahead 0.48% for the quarter and 1.52% for the year. The 
yield on 10-year German bunds was volatile throughout 2015: 
it started off the year at 0.54%, sank to 0.18% on March 31, 
climbed to 0.76% on June 30, and eventually ended year at 
0.63%. Adding to the noise of 2015, German debt with maturi−
ties as far out as seven years provided negative yields, indicat−
ing bond investors would have to pay to own before adjusting for 
inlation. Approximately a third of the debt issued by European 
governments had negative yields at the end of the year. U.K. 
sovereigns lagged their European counterparts as the 10-year 
gilt fell 1.36%, pushing yields higher than the 10-year German 
bund. The Bank of England continued to battle weak inlation 
and held interest rates at an all-time low throughout the year. 

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

(Υ.Σ. Dολλαρ)

Χουντρψ Τοταλ Λοχαλ Χυρρενχψ Wτγ

Αυστραλια 3.05% -0.53% 3.60% 2.14%

Αυστρια -2.86% -0.18% -2.68% 1.83%

Βελγιυm −3.13% -0.45% -2.68% 2.98%

Canada −2.79% 0.72% -3.48% 2.35%

Dενmαρκ −3.26% -0.56% −2.72% 0.72%

Finland −2.70% −0.02% -2.68% 0.72%

Φρανχε −2.69% −0.01% -2.68% 11.25%

Γερmανψ −3.03% -0.35% -2.68% 8.80%

Ireland −2.09% 0.61% -2.68% 0.93%

Ιταλψ −1.07% 1.66% -2.68% 11.43%

ϑαπαν 0.74% 1.18% −0.44% 33.36%

Μαλαψσια 4.27% 1.84% 2.38% 0.54%

Μεξιχο -0.89% 1.00% -1.88% 1.14%

Netherlands −2.77% −0.09% -2.68% 2.96%

Νορωαψ -3.58% 0.05% −3.63% 0.33%

Poland −3.09% 0.64% −3.71% 0.66%

Σινγαπορε 0.66% 0.43% 0.23% 0.42%

Σουτη Αφριχα −16.79% -6.75% −10.77% 0.48%

Σπαιν -1.48% 1.24% -2.68% 6.41%

Sweden -2.08% -1.57% -0.52% 0.57%

Switzerland -2.75% −0.37% −2.39% 0.35%

Υ.Κ. −3.99% −1.33% −2.70% 9.63%

Source: Citigroup

The Japanese 10-year bond yield declined to 0.27%, the lowest 
since January. The country dodged a recession as GDP growth 
was revised upwards to 1% through September; the original cal−
culation had it contracting by 0.8%.

In December, the ECB lowered its deposit rate to -0.3% and 
extended its quantitative easing program out to March 2017. 
Propelled by the ECB’s monetary policy and investors’ hunt for 
yield, European periphery countries outperformed their core-
eurozone counterparts. Italian and Spanish 10-year bonds 
earned 1.82% and 1.43%, respectively. Both countries contin−

ued their recovery from record-long recessions as unemploy−

ment dropped to a three-year low.

10−Ψεαρ Γλοβαλ Γοϖερνmεντ Βονδ Ψιελδσ
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ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Continued)

Emerging markets were mired by political and economic strife. 
The dollar-denominated JPM EMBI Global Diversiied Index 
gained 1.25%, outperforming emerging local currency-denom−

inated sovereign debt. The negative currency effect pulled the 
JPM GBI-EM Global Diversiied Index down (-0.01%). 

The South African 10-year bond declined 7.26% (on a dollar-
denominated basis) over worries that the country’s political 
and economic turmoil could result in a downgrade to junk sta−

tus. Investors responded harshly after President Jacob Zuma 
ired Finance Minister Nhlanhla Nene and hired an unknown 

candidate for the job. Additionally, the rand’s exchange rate 
dropped to record lows against major currencies. The local 
currency-denominated South African 10-year bond plum−

meted 28.22% in 2015. Brazilian debt declined 30.69% in 
2015 on a local currency basis, in the midst of a corruption 
scandal and President Rousseff’s possible impeachment. 
Brazil remains in a steep recession after being cut to below 
investment grade by Standard & Poor’s earlier in the year. 

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

 10th Percentile  -0.34 0.41 2.22 0.66

 25th Percentile  -0.62 -0.81 1.74 0.26

 Median  -0.91 -1.19 1.51 -0.19

 75th Percentile  -1.14 -1.36 1.01 -0.44

 90th Percentile  -1.31 -1.88 0.14 -0.97

   Citi World Citi Non-U.S.  JPM EMBI JPM GBI-EM
  Gov  World Gov  Gl Div Gl Div

 Benchmark   -1.23 -1.38 1.25 -0.01
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

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

Γλοβαλ Στψλε −0.91 −3.31 −1.75 1.29 4.29 5.34

Citi World Govt −1.23 -3.57 −2.70 -0.08 3.44 4.59

Citi World Govt (Λοχαλ) 0.01 1.28 3.25 3.98 3.74 4.09

Βαρχλαψσ Γλοβαλ Αγγρεγατε −0.92 -3.15 −1.74 0.90 3.74 4.75

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

Νον−Υ.Σ. Στψλε −1.19 −5.89 −3.85 −0.12 3.67 5.27

Citi Non-U.S. World Govt -1.38 -5.54 −4.27 −1.30 3.05 4.43

Citi Non-U.S. World Govt (Λοχαλ) 0.48 1.52 4.20 4.49 3.72 4.01

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

Citi Euro Govt Bond −2.23 -8.74 -1.05 1.73 3.77 6.28
Citi Euro Govt Bond (Λοχαλ) 0.47 1.65 4.92 5.73 4.44 5.13

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

JPM EMBI Global Diversiied 1.25 1.18 0.99 5.36 6.86 8.99
JPM GBI-EM Global Diversiied −0.01 −14.92 -9.95 -3.48 4.31 �

*Returns less than one year are not annualized. 

Sources: Callan, Citigroup, JPMorgan Chase.

Εmεργινγ Σπρεαδσ Οϖερ Dεϖελοπεδ (By Region)
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Α Στραιγητ βυτ Βυmπψ Ροαδ

ΡΕΑΛ ΕΣΤΑΤΕ |  Mike Pritts

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ advanced 2.91%, recording a 
1.20% income return and a 1.72% appreciation return during 
the quarter. The NCREIF Property Index cash-low return appre−

ciated 0.64% for the quarter and 3.10% for the trailing four quar−
ters. There were 210 asset trades, representing $11.3 billion of 
overall transactional volume, comfortably ahead of the $5.1 bil−
lion 10-year quarterly transaction average and the prior peak of 
$8.7 billion in the second quarter of 2007.

Pricing remained stable as equal-weighted transactional capi−
talization rates decreased to 5.90%, a slight retreat from the 
2015 high (+5.91%) during the third quarter. Over the course 
of the prior cycle, quarterly equal-weighted transactional capi−
talization rates dipped to a low of 5.46% in the fourth quarter of 
2007 and expanded to a peak of 8.46% in the third quarter of 
2009. During the fourth quarter of 2015, appraisal capitalization 
rates decreased from 4.67% to 4.58%. As markets peaked over 
the prior cycle, appraisal capitalization rates declined to a low of 
4.89% in the third quarter of 2008.

Τηε NCREIF Open End Diversiied Core Equity Index notched 
a 3.11% total return, comprising a 1.14% income return and a 
2.20% appreciation return. In the listed real estate market, the 
ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ Ινδεξ (USD) gained 
4.40% and U.S. REITs tracked by the ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 

ΡΕΙΤσ Ινδεξ advanced an impressive 7.26%. 

In the U.S., volatility continued as REIT sectors rebounded 
sharply. Positive sector performance was led by Self-Storage 
(+16.76%), followed by Industrial (+8.69%), Residential 
(+8.38%), Retail (+8.10%), Malls (+6.77%), and Health Care 
(+2.61%). The only negative was Lodging (-2.27%).  For the 
year, Residential was the best performer of the primary real 
estate sectors (+10.22%), while Lodging lagged (-18.09%). U.S. 
REITs raised $10.2 billion following the completion of 14 unse−

cured-debt offerings raising $6.9 billion, 14 secondary offerings 

raising $3.1 billion, and two preferred-equity offerings raising 
$117 million. There was one U.S. REIT IPO during the quarter.  
Public equity inancing slightly increased from the third quarter’s 
ive-year low, but remained a challenge.  

During 2015, MSCI and S&P Dow Jones announced that in 
August 2016, they will begin to break out real estate into a dis−

tinct sector rather than continuing to include it in the broader 
group of Financials.  There are currently twenty-ive companies 
included in the S&P 500 Index that will now be included in the 
νεω ρεαλ εστατε σεχτορ.  Wηιλε mοστ χοmmερχιαλ ρεαλ εστατε ιν τηε 

U.S. is traded in the private markets, this change indicates the 
increasing importance of publicly listed real estate.  

In European core markets, pricing appears undeterred by volatil−
ity.  Capital-raising remains robust and has consolidated. Several 
large, commingled vehicles are currently in the market with new 
funds.  According to a survey produced by INREV, many (65%) 
Ευροπεαν ινϖεστορσ εξπεχτ το ινχρεασε τηειρ αλλοχατιον το ρεαλ 

εστατε οϖερ τηε νεξτ τωο ψεαρσ.    

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ
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ΡΕΑΛ ΕΣΤΑΤΕ (Continued)

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

Πριϖατε Ρεαλ Εστατε Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ρεαλ Εστατε Dαταβασε (νετ οφ φεεσ) 2.90 12.90 12.97 12.60 5.47 7.90

NCREIF Property 2.91 13.33 12.04 12.18 7.76 8.96

NFI-ODCE (value wtd. net) 3.11 13.95 12.77 12.60 5.55 6.94

Πυβλιχ Ρεαλ Εστατε Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

ΡΕΙΤ Dαταβασε 7.50 4.48 12.03 12.89 8.32 12.13

FTSE NAREIT Equity 7.26 3.20 11.23 11.96 7.41 11.16

Γλοβαλ Ρεαλ Εστατε Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ ΡΕΙΤ Dαταβασε 4.38 1.03 7.61 8.95 6.15 �

FTSE EPRA/NAREIT Developed REIT 4.40 0.05 6.59 7.97 5.39 9.20

*Returns for 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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Asian Real Estate funds continue to raise capital despite a slow−

ing Chinese GDP and record capital outlows in the stock market 
and pressure on the renminbi.  The big question in early 2016 is 
whether continued market uncertainty in the Chinese economy 
ωιλλ αφφεχτ χοmmερχιαλ προπερτψ ϖαλυατιονσ ιν οτηερ παρτσ οφ Ασια 

and the world. 

CMBS issuance reached $23.4 billion, remaining steady since 
the third quarter and slightly down year-over-year ($25.2 billion). 
Total issuance for the trailing-12 months was $101.0 billion, a 
reduction from its second-quarter peak. 
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Πριϖατε Εθυιτψ Περφορmανχε Dαταβασε (%) (Pooled Horizon IRRs through June 30, 2015*)

Στρατεγψ 3 Μοντησ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ 20 Ψεαρσ

Αλλ ςεντυρε 6.8 26.8 21.0 18.7 11.4 4.0 27.1 

Γροωτη Εθυιτψ 5.0 11.0 15.3 14.6 12.7 9.9 14.9 

Αλλ Βυψουτσ 5.3 7.7 15.7 15.4 12.5 11.3 13.2 

Mezzanine 3.6 8.5 11.3 11.8 10.7 7.8 10.0 

Distressed 1.6 4.2 13.3 12.2 10.4 11.1 11.2 

Αλλ Πριϖατε Εθυιτψ 5.1 10.7 16.1 15.4 12.1 9.2 14.4 

S&P 500 Index 0.3 7.4 17.3 17.3 7.9 4.4 8.9 

Private equity returns are net of  fees. 

Sources: Standard & Poor’s, Thomson/Cambridge. 

*Most recent data available at time of  publication.

Λεϖελ ατ 35,000 Φεετ    

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Gary Robertson

In fundraising, Πριϖατε Εθυιτψ Αναλψστ reports that 2015’s fund−

raising total of $257 billion is a modest decline from 2014 (-3.6% 

or $10.5 billion). The number of funds formed declined by 83 

(-10.8%) to 682 in 2015. The fourth quarter’s new commitments 

totaled $59.7 billion with 125 new partnerships formed. While the 

dollar volume increased by 11% compared to the prior quarter’s 

$53.7 billion, the number of funds formed fell by 20% from the third 

quarter’s 179. The year’s inal quarter was surprisingly weak, likely 

due to the onset of public equity market volatility in mid-August.  

According to Βυψουτσ newsletter, announced and closed new-

company acquisitions totaled 1,911 in 2015, up 4% from 1,836 

in 2014. Announced and closed dollar volume was $303.7 billion, 

up 47% from $206.8 billion in 2014. The quarter generated 365 

announced and closed transactions, down from 548. Disclosed 

dollar volume totaled $77.2 billion, up from $66.7 billion. According 

to S&P Capital IQ, in the second half of the year average purchase 

price multiples remained just over 10x EBITDA.

According to the National Venture Capital Association, the $58.8 

βιλλιον οφ νεω ινϖεστmεντ ιν ϖεντυρε χαπιταλ χοmπανιεσ ισ α 16% 

jump for the year, up from $50.8 billion. The dollar volume in 2015 

is the second highest year on record, although signiicantly shy of  

irst place: $105.0 billion in 2000. The year produced 4,380 rounds 

of investment, slightly down from last year’s 4,441. Quarterly 

investment volume totaled $11.3 billion in 962 rounds of inancing, 

down from $16.6 billion in 1,149 rounds. 

Φυνδσ Χλοσεδ ϑανυαρψ 1 το Dεχεmβερ 31, 2015

Στρατεγψ Νο. οφ Φυνδσ Αmτ (∃mm) Περχεντ

ςεντυρε Χαπιταλ 281 34,274 13%

Βυψουτσ 263 169,694 66%

Subordinated Debt 28 12,535 5%
Distressed Debt 37 22,573 9%

Secondary and Other 15 6,637 3%

Fund-of-funds 58 10,961 4%

Τοταλσ 682 256,673 100%

Source: Private Equity Analyst

Regarding exits, Βυψουτσ reports that 2015’s aggregate disclosed 

M&A exit values of $127.4 billion is up 13% from 2014’s $111.5 

billion. The 513 private M&A exits of buyout-backed companies 

is down 35% from the 690 in 2014. Seven of the completed 99 

M&A exits had values over $1 billion, with the largest being Silver 

Lake’s $5.3 billion sale of Interactive Data Corp. to Intercontinental 

Exchange. There were only four buyout-backed IPOs, with a total 

value of $774.4 million. The full year produced 31 IPOs, raising a 

total of $9.1 billion. 

Venture-backed M&A exits for the year total 372 with 84 announced 

values totaling $16.2 billion, down from 385 exits and $48.1 billion 

in announced value last year. The quarter had 91 exits with 26 

announced values totaling $3.6 billion. The total number of M&A 

deals and announced value both declined from the third quarter’s 

109 exits totaling $6.9 billion. The year produced 77 venture-

backed IPOs raising $9.4 billion; for the quarter, there were 16 

raising $2.2 billion. The number and total loat was up versus the 

third quarter’s 15 IPOs raising $1.9 billion. 
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Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε 0.40 −0.09 4.72 3.54 3.96 5.28

CS Hedge Fund Index −0.12 −0.71 4.30 3.55 4.97 5.95
ΧΣ Εθυιτψ Μαρκετ Νευτραλ −0.04 1.69 3.16 2.96 −1.44 1.39

ΧΣ Χονϖερτιβλε Αρβιτραγε -0.58 0.81 1.67 2.76 4.42 4.94

ΧΣ Φιξεδ Ινχοmε Αρβιτραγε 0.03 0.59 2.90 4.84 3.84 4.50
ΧΣ Μυλτι−Στρατεγψ 0.51 3.84 7.01 6.77 6.17 6.89
ΧΣ Dιστρεσσεδ −1.76 -5.30 4.05 3.81 4.82 7.80
ΧΣ Ρισκ Αρβιτραγε 0.81 0.41 1.30 1.50 3.55 3.65
ΧΣ Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ -2.55 −6.67 2.86 1.08 5.12 6.45
ΧΣ Λονγ/Σηορτ Εθυιτψ 1.58 3.56 8.77 5.23 5.80 5.98
ΧΣ Dεδιχατεδ Σηορτ Βιασ −4.29 2.38 -10.15 −9.72 -8.90 −7.19

ΧΣ Γλοβαλ Μαχρο 0.62 0.17 2.52 3.70 6.79 9.04

ΧΣ Μαναγεδ Φυτυρεσ -1.05 −0.93 4.54 1.22 4.21 5.40
ΧΣ Εmεργινγ Μαρκετσ 2.79 −0.22 3.30 2.55 5.17 8.06

*Returns less than one year are not annualized. Sources: Callan, Credit Suisse. 

Υνδερ Πρεσσυρε

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

Growing unease with economic change is evident in the capi−
tal markets. Commodity prices slid further, led by oil, as China 
struggled with its centrally planned shift to a consumer-driven 
economy. Strong employment gains and record auto sales in 
the U.S. bolstered the Federal Reserve’s conidence to raise 
short-term rates for the irst time in almost a decade. Despite 
rebounding equities in developed markets, credit spreads 
widened, particularly among lower-rated bonds in the com−

modity sector. 

As a proxy for hedge funds without implementation costs, the 
Χρεδιτ Συισσε Ηεδγε Φυνδ Ινδεξ (ΧΣ ΗΦΙ) slipped 0.12% 
in the fourth quarter. By contrast, the median manager in the 
Χαλλαν Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε edged ahead 0.40%, 
νετ οφ αλλ φεεσ.  

Within the CS HFI, the major sector winner was Λονγ/Σηορτ 

Εθυιτψ (+1.58%). Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ (-2.55%), which 
is typically more focused on soft catalysts, fell particularly hard 
as investors led crowded trades in this space. Dιστρεσσεδ 

(-1.76%) also lost ground with credit spreads widening, but 
outpaced the Βαρχλαψσ Ηιγη Ψιελδ Χρεδιτ Ινδεξ (−2.07%). 

Within Callan’s Hedge Fund-of-Funds Database, market expo−

sures marginally affected performance. Aided by the U.S. 
equity market rally, the median Χαλλαν Λονγ/Σηορτ Εθυιτψ ΦΟΦ 

(+0.85%) outpaced the Χαλλαν Αβσολυτε Ρετυρν ΦΟΦ (-1.15%). 
With diversifying exposures to both non-directional and direc−

τιοναλ στψλεσ, τηε Core Diversiied FOF modestly gained 0.37%.

  Absolute Return Core Diversified Long/Short Eq
  FOF Style FOF Style FOF Style

 10th Percentile 2.21 1.41 3.14

 25th Percentile 0.43 0.94 2.54

 Median -1.15 0.37 0.85

 75th Percentile -1.58 -0.05 -0.48

 90th Percentile -2.08 -0.75 -1.01

 T-Bills + 5% 1.26 1.26 1.26

Sources: Callan, Merrill Lynch
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ
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The Callan DC Index is an equally weighted index tracking the cash lows 
ανδ περφορmανχε οφ νεαρλψ 90 πλανσ, ρεπρεσεντινγ mορε τηαν ονε mιλλιον 

DΧ παρτιχιπαντσ ανδ οϖερ ∃135 βιλλιον ιν ασσετσ. Τηε Ινδεξ ισ υπδατεδ 

θυαρτερλψ ανδ ισ αϖαιλαβλε ον Χαλλαν�σ ωεβσιτε, ασ ισ τηε θυαρτερλψ DΧ 

Οβσερϖερ νεωσλεττερ.

The Callan DC Index™ declined 5.82% in the third quarter of 
2015, relecting widespread losses in global equity markets. 

According to the Callan DC Index, the typical deined contribu−

tion (DC) plan trailed deined beneit (DB) plans by 1.83% in 
the third quarter of 2015. This is primarily because DC plans 
have little exposure to longer-term ixed income. Meanwhile, 
the average 2035 target date fund fared even worse—declin−

ing 7.34%—relecting its higher allocation to equities (78% 
αϖεραγε αλλοχατιον).

Dριϖεν αλmοστ εντιρελψ βψ ινϖεστmεντ λοσσεσ, DΧ πλαν βαλανχεσ 

shrank by 5.97% in the third quarter. However, annualized total 
growth since inception remains steady at a respectable 7.33%. 
In the long term, participant contributions (net lows) added 
2.39% αννυαλλψ, ωηιλε mαρκετ αππρεχιατιον (ρετυρν γροωτη) χον−

tributed the remaining 4.94%.

Almost three-fourths of the asset classes in the DC Index expe−

rienced net outlows in the third quarter. Predictably, target 
date funds were among the only asset class to attract inlows. 
Despite weak performance, about 60 cents of every dollar that 
moved within DC plans ended up in target date funds.

For the irst time in two years, stable value experienced net 
inlows. Conversely, U.S. large cap and company stock saw 
signiicant outlows for the second consecutive quarter. Third-
θυαρτερ τυρνοϖερ αχτιϖιτψ (ι.ε., νετ τρανσφερ αχτιϖιτψ λεϖελσ) ωιτηιν 

DC plans came in at 0.38%, which is slightly higher than the 
second quarter (0.32%) but still well below the historical average 
of 0.65%.

Χηασινγ τηε Μαρκετ 

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  Tom Szkwarla

Νετ Χαση Φλοω Αναλψσισ (Τηιρδ Θυαρτερ 2015)∗ 

(Top Two and Bottom Two Asset Gatherers)

Ασσετ Χλασσ

Φλοωσ ασ % οφ

Τοταλ Νετ Φλοωσ

Target Date Funds 60.70%

Σταβλε ςαλυε 22.06%

U.S. Small/Mid Cap -18.45%

Υ.Σ. Λαργε Χαπ −42.20%

Τοταλ Τυρνοϖερ∗∗ 0.38%

Source: Callan DC Index

Data provided here is the most recent available at time of  publication.

* DC Index inception date is January 2006. DB plan performance is gross of  fees. 

**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∗

Average 2035 Fund Average Corporate DB Plan*Total DC Index

-5.82%

4.94%

Third Quarter 2015Annualized Since Inception

-7.34%

5.74%

-3.99%

4.52%

% Net Flows % Return Growth

2.39%

% Total Growth

-5.97%

7.33%

Third Quarter 2015Annualized Since Inception

-0.15%

4.94%

-5.82%



Actual vs Target Asset Allocation
As of December 31, 2015

The first chart below shows the Fund’s asset allocation as of December 31, 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
7%

Domestic Fixed Income
42%

Diversified Real Assets
11%

Real Estate
5%

Short Term Fixed Income
21%

Cash & Equivalents
2%

Target Asset Allocation

Large Cap
9%

Small Cap
3%

International Equity
7%

Domestic Fixed Income
42%Diversified Real Assets

11%

Real Estate
4%

Short Term Fixed Income
21%

Cash & Equivalents
3%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Large Cap         225,072    9.2%    9.3% (0.1%) (2,294)
Small Cap          76,470    3.1%    3.1%    0.0%             681
International Equity         159,592    6.5%    6.8% (0.3%) (6,654)
Domestic Fixed Income      1,025,083   41.9%   42.2% (0.3%) (6,623)
Diversified Real Assets         260,421   10.7%   10.9% (0.2%) (6,063)
Real Estate         124,736    5.1%    4.3%    0.8%          19,610
Short Term Fixed Income        512,551   21.0%   20.9%    0.1%           1,588
Cash & Equivalents          60,875    2.5%    2.5%    0.0% (245)
Total       2,444,800  100.0%  100.0%

* Current Quarter Target = 42.2% Barclays Aggregate Index, 20.9% Barclays Gov 1-3 Yr, 10.9% NDSIB INS DRA Weighted Benchmark, 9.3% Russell 1000

Index, 6.8% MSCI EAFE Index, 4.3% NCREIF Total Index, 3.1% Russell 2000 Index and 2.5% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - December 31, 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% 1%

Large Cap 0.13%

Small Cap 0.03%

Domestic Fixed Income (0.56%)

Real Estate 0.73%

International Equity (0.36%)

Diversified Real Assets (0.09%)

Short Term Fixed Income (0.14%)

Cash & Equivalents 0.25%

Large Cap

Small Cap
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Real Estate

International Equity

Diversified Real Assets

Short Term Fixed Income

Cash & Equivalents

Total

Actual vs Target Returns

(4%) (2%) 0% 2% 4% 6% 8% 10%

6.07%
6.50%

3.50%
3.59%

(0.17%)
(0.57%)

2.93%
2.91%

5.06%
4.71%

(0.54%)
(0.87%)

(0.49%)
(0.43%)

0.00%
0.03%

0.89%
0.77%

Actual Target

Relative Attribution by Asset Class

(0.10%) (0.05%) 0.00% 0.05% 0.10% 0.15% 0.20% 0.25%

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended December 31, 2015

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 9% 9% 6.07% 6.50% (0.04%) (0.01%) (0.05%)
Small Cap 3% 3% 3.50% 3.59% (0.00%) (0.01%) (0.02%)
Domestic Fixed Income 42% 42% (0.17%) (0.57%) 0.17% 0.00% 0.17%
Real Estate 5% 4% 2.93% 2.91% 0.00% 0.02% 0.02%
International Equity 6% 7% 5.06% 4.71% 0.02% (0.04%) (0.02%)
Diversified Real Assets 11% 11% (0.54%) (0.87%) 0.04% (0.00%) 0.04%
Short Term Fixed Income20% 20% (0.49%) (0.43%) (0.01%) (0.01%) (0.02%)
Cash & Equivalents 3% 3% 0.00% 0.03% (0.00%) 0.00% 0.00%

Total = + +0.89% 0.77% 0.17% (0.05%) 0.12%

* Current Quarter Target = 42.2% Barclays Aggregate Index, 20.9% Barclays Gov 1-3 Yr, 10.9% NDSIB INS DRA Weighted Benchmark, 9.3% Russell 1000

Index, 6.8% MSCI EAFE Index, 4.3% NCREIF Total Index, 3.1% Russell 2000 Index and 2.5% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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%

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 13% 13% 2.16% 0.92% 0.09% (0.09%) (0.00%)
Small Cap 4% 4% (4.11%) (4.41%) (0.00%) (0.03%) (0.03%)
Domestic Fixed Income 42% 42% 0.89% 0.55% 0.13% (0.07%) 0.06%
Real Estate 5% 4% 15.49% 13.33% 0.12% 0.06% 0.18%
International Equity 6% 7% 0.20% (0.81%) (0.03%) (0.04%) (0.08%)
Diversified Real Assets 10% 10% (0.60%) (1.54%) 0.10% (0.01%) 0.09%
Short Term Fixed Income17% 17% 1.10% 0.57% 0.05% (0.01%) 0.05%
Cash & Equivalents 3% 3% 0.01% 0.05% (0.00%) (0.02%) (0.02%)

Total = + +1.24% 1.00% 0.45% (0.21%) 0.24%

* Current Quarter Target = 42.2% Barclays Aggregate Index, 20.9% Barclays Gov 1-3 Yr, 10.9% NDSIB INS DRA Weighted Benchmark, 9.3% Russell 1000

Index, 6.8% MSCI EAFE Index, 4.3% NCREIF Total Index, 3.1% Russell 2000 Index and 2.5% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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
Large Cap 11% 11% 16.56% 15.01% 0.10% (0.04%) 0.06%
Small Cap 3% 4% 12.81% 11.65% 0.03% (0.02%) 0.02%
Domestic Fixed Income 34% 34% 2.86% 1.44% 0.44% (0.03%) 0.41%
Real Estate 4% 4% 14.77% 12.04% 0.10% 0.03% 0.13%
International Equity 7% 8% 6.40% 5.01% 0.04% (0.03%) 0.01%
Diversified Real Assets 10% 10% 2.06% 0.13% 0.20% (0.00%) 0.20%
Short Term Fixed Income28% 27% 1.21% 0.53% 0.19% (0.06%) 0.13%
Cash & Equivalents 3% 3% 0.05% 0.05% (0.00%) 0.01% 0.01%

Total = + +3.90% 2.93% 1.11% (0.14%) 0.97%

* Current Quarter Target = 42.2% Barclays Aggregate Index, 20.9% Barclays Gov 1-3 Yr, 10.9% NDSIB INS DRA Weighted Benchmark, 9.3% Russell 1000

Index, 6.8% MSCI EAFE Index, 4.3% NCREIF Total Index, 3.1% Russell 2000 Index and 2.5% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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
Large Cap 10% 10% 13.28% 12.58% 0.05% (0.03%) 0.02%
Small Cap 3% 3% 10.48% 9.19% 0.04% (0.02%) 0.01%
Domestic Fixed Income 36% 36% 5.80% 3.25% 0.85% (0.02%) 0.82%
Real Estate 4% 4% 18.70% 12.18% 0.26% 0.02% 0.28%
International Equity 7% 7% 4.45% 3.37% 0.04% (0.05%) (0.01%)
Diversified Real Assets 12% 12% 3.72% 3.63% (0.05%) (0.01%) (0.06%)
Short Term Fixed Income25% 25% 1.23% 0.48% 0.23% (0.03%) 0.20%
Cash & Equivalents 3% 3% 0.14% 0.07% 0.00% 0.00% 0.01%

Total = + +5.22% 3.93% 1.42% (0.14%) 1.28%

* Current Quarter Target = 42.2% Barclays Aggregate Index, 20.9% Barclays Gov 1-3 Yr, 10.9% NDSIB INS DRA Weighted Benchmark, 9.3% Russell 1000

Index, 6.8% MSCI EAFE Index, 4.3% NCREIF Total Index, 3.1% Russell 2000 Index and 2.5% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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.

Ten Year Annualized Relative Attribution Effects
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Ten Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap 10% 10% 6.97% 7.31% (0.05%) (0.03%) (0.08%)
Small Cap 3% 3% 7.38% 6.80% 0.02% (0.01%) 0.01%
Domestic Fixed Income 41% 42% 5.92% 4.51% 0.42% (0.01%) 0.41%
Real Estate 5% 5% 3.89% 7.76% (0.17%) (0.01%) (0.18%)
International Equity 7% 7% 3.17% 2.55% 0.03% (0.00%) 0.03%
Diversified Real Assets 16% 16% 3.67% 4.15% (0.14%) 0.00% (0.14%)
Short Term Fixed Income14% 14% - - 0.23% (0.02%) 0.21%
Cash & Equivalents 4% 4% 1.34% 1.24% 0.00% (0.02%) (0.02%)

Total = + +4.59% 4.37% 0.34% (0.11%) 0.23%

* Current Quarter Target = 42.2% Barclays Aggregate Index, 20.9% Barclays Gov 1-3 Yr, 10.9% NDSIB INS DRA Weighted Benchmark, 9.3% Russell 1000

Index, 6.8% MSCI EAFE Index, 4.3% NCREIF Total Index, 3.1% Russell 2000 Index and 2.5% 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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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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Asset Class Risk and Return

The charts below show the five year annualized risk and return for each asset class component of the Total Fund. The first
graph contrasts these values with those of the appropriate index for each asset class. The second chart contrasts them with
the risk and return of the median portfolio in each of the appropriate CAI comparative databases. In each case, the
crosshairs on the chart represent the return and risk of the Total Fund.
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Total Fund Ranking

The first two charts show the ranking of the Total Fund’s performance relative to that of the Public Fund Sponsor Database
for periods ended December 31, 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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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.
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* Current Quarter Target = 42.2% Barclays Aggregate Index, 20.9% Barclays Gov 1-3 Yr, 10.9% NDSIB INS DRA Weighted Benchmark, 9.3% Russell 1000

Index, 6.8% MSCI EAFE Index, 4.3% NCREIF Total Index, 3.1% Russell 2000 Index and 2.5% 3-month Treasury Bill.
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2015, with
the distribution as of September 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

December 31, 2015 September 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Domestic Equity $301,542,168 12.33% $(3,616,528) $15,980,780 $289,177,916 11.76%

     Large Cap $225,072,072 9.21% $(4,599,760) $13,334,884 $216,336,948 8.80%
Parametric Clifton Large Cap 45,462,970 1.86% (500,000) 3,446,014 42,516,957 1.73%
L.A. Capital Large Cap Growth 66,792,913 2.73% (4,035,953) 4,137,508 66,691,358 2.71%
L.A. Capital Enhanced 45,661,979 1.87% (515,705) 2,721,322 43,456,362 1.77%
LSV Large Cap Value 67,154,209 2.75% 451,897 3,030,040 63,672,272 2.59%

     Small Cap $76,470,097 3.13% $983,232 $2,645,897 $72,840,968 2.96%
Parametric Clifton Small Cap 51,880,695 2.12% (2,000,000) 2,055,130 51,825,565 2.11%
PIMCO RAE 24,589,402 1.01% 2,983,232 590,767 21,015,404 0.85%

International Equity $159,592,197 6.53% $8,869,734 $7,346,337 $143,376,126 5.83%
Capital Group 60,551,922 2.48% 1,926,653 2,937,481 55,687,789 2.27%
DFA Int’l Small Cap Value 17,566,042 0.72% 2,000,000 578,851 14,987,191 0.61%
LSV Intl Value 63,097,602 2.58% 2,943,081 2,965,620 57,188,901 2.33%
Vanguard Intl Explorer Fund 18,376,630 0.75% 2,000,000 864,385 15,512,245 0.63%

Domestic Fixed Income $1,025,082,742 41.93% $(6,095,342) $(1,717,036) $1,032,895,121 42.01%
Declaration Total Return 78,340,279 3.20% (28,029) (423,337) 78,791,645 3.20%
PIMCO DiSCO II 80,472,600 3.29% 0 1,180,481 79,292,119 3.23%
PIMCO Bravo II Fund 44,707,361 1.83% 8,750,000 572,767 35,384,594 1.44%
Prudential 96,177,877 3.93% 7,438,735 (340,111) 89,079,254 3.62%
SSgA US Govt Credit Bd Idx 135,508,473 5.54% (11,457) (1,010,240) 136,530,169 5.55%
Wells Capital 295,869,646 12.10% (5,137,213) (1,587,090) 302,593,949 12.31%
Western Asset Management 294,006,506 12.03% (17,107,378) (109,507) 311,223,391 12.66%

Diversified Real Assets $260,420,650 10.65% $(3,167,236) $(1,403,531) $264,991,417 10.78%
Western Asset Management 107,253,548 4.39% (2,038,186) (1,385,991) 110,677,725 4.50%
JP Morgan Infrastructure 74,141,360 3.03% (205,866) 263,912 74,083,314 3.01%
Eastern Timber Opportunities 59,618,093 2.44% (46,000) (556,178) 60,220,271 2.45%
Grosvenor Cust. Infrastructure 19,407,649 0.79% (877,183) 274,726 20,010,106 0.81%

Real Estate $124,735,967 5.10% $(254,059) $3,559,993 $121,430,033 4.94%
Invesco Core Real Estate 58,973,738 2.41% (49,349) 1,438,818 57,584,269 2.34%
JP Morgan RE 65,762,229 2.69% (204,710) 2,121,175 63,845,764 2.60%

Short Term Fixed Income $512,550,782 20.96% $38,927,803 $(2,405,743) $476,028,721 19.36%
JP Morgan Short Term Bonds 274,708,669 11.24% 39,030,144 (774,624) 236,453,149 9.62%
Babson Short Term Bonds 237,842,112 9.73% (102,341) (1,631,119) 239,575,572 9.75%

Cash & Equivalents $60,875,392 2.49% $(69,670,258) $2,939 $130,542,711 5.31%
Cash Account 60,875,392 2.49% (69,670,258) 2,939 130,542,711 5.31%

Securities Lending Income $0 0.00% $(42,442) $42,442 - -

Total Fund $2,444,799,898 100.0% $(35,048,329) $21,406,182 $2,458,442,045 100.0%
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 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 December 31, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Domestic Equity

Gross 5.41% 0.37% 15.56% 12.50% 7.09%

Net 5.37% 0.12% 15.30% 12.22% 6.72%

Large Cap Equity
Gross 6.07% 2.16% 16.56% 13.28% 6.97%

Net 6.02% 1.98% 16.36% 13.05% 6.64%

   Benchmark(1) 6.50% 0.92% 15.01% 12.58% 7.31%

Parametric Clifton Large Cap - Gross 7.87% 1.77% 15.29% 13.01% -

Parametric Clifton Large Cap - Net 7.87% 1.70% 15.20% 12.83% -

   S&P 500 Index 7.04% 1.38% 15.13% 12.57% 7.31%

L.A. Capital - Gross 6.11% 6.11% 17.75% 13.65% 9.13%

L.A. Capital - Net 6.05% 5.91% 17.54% 13.43% 8.94%

   Russell 1000 Growth Index 7.32% 5.67% 16.83% 13.53% 8.53%

L.A. Capital Enhanced - Gross 6.18% 2.74% 16.27% 12.82% 8.49%

L.A. Capital Enhanced - Net 6.15% 2.61% 16.13% 12.67% 8.33%

   Russell 1000 Index 6.50% 0.92% 15.01% 12.44% 7.40%

LSV Asset Management - Gross 4.81% (1.80%) 16.33% 13.45% 7.62%

LSV Asset Management - Net 4.74% (2.08%) 16.02% 13.13% 7.30%

   Russell 1000 Value Index 5.64% (3.83%) 13.08% 11.27% 6.16%

Small Cap Equity
Gross 3.50% (4.11%) 12.81% 10.48% 7.38%

Net 3.48% (4.53%) 12.41% 10.03% 6.88%

   Russell 2000 Index 3.59% (4.41%) 11.65% 9.19% 6.80%

Parametric Clifton Small Cap - Gross 3.80% (3.09%) 12.74% 10.53% -

Parametric Clifton SmallCap - Net 3.80% (3.56%) 12.34% 10.07% -

   Russell 2000 Index 3.59% (4.41%) 11.65% 9.19% 6.80%

PIMCO RAE - Gross 3.01% (6.35%) 12.37% 10.11% -

PIMCO RAE - Net 2.94% (6.63%) 12.00% 9.68% -

   Russell 2000 3.59% (4.41%) 11.65% 9.19% 6.80%

International Equity
Gross 5.06% 0.20% 6.40% 4.45% 3.17%

Net 4.97% (0.15%) 6.00% 4.09% 2.89%

   Benchmark(2) 4.71% (0.81%) 5.01% 3.37% 2.55%

Capital Group - Gross 5.10% (3.64%) 4.18% 3.42% 2.56%

Capital Group - Net 4.97% (4.08%) 3.74% 3.16% 2.42%

   Benchmark(2) 4.71% (0.81%) 5.01% 3.37% 2.55%

DFA Intl Small Cap Value - Net 4.03% 3.99% 9.36% 5.71% -

World  ex US SC Va 3.78% 1.06% 6.71% 3.85% 4.56%

LSV Asset Management - Gross 5.26% 1.06% 6.56% 4.82% 2.54%

LSV Asset Management - Net 5.16% 0.64% 6.13% 4.38% 2.22%

   Benchmark(2) 4.71% (0.81%) 5.01% 3.37% 2.55%

Vanguard Intl Explorer Fund - Net 5.34% 8.60% 11.17% 5.39% 5.54%

   BMI, EPAC, <$2 B 6.01% 9.32% 9.19% 5.13% 4.12%

(1) S&P 500 Index through 12/31/2011 and Russell 1000 Index thereafter.

(2) MSCI EAFE through 9/30/2000; 50% Hedged EAFE through 3/31/2011 and MSCI EAFE again thereafter.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 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 December 31, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Domestic Fixed Income
Gross (0.17%) 0.89% 2.86% 5.80% 5.92%
Net (0.20%) 0.76% 2.71% 5.64% 5.74%
   Barclays Aggregate Index (0.57%) 0.55% 1.44% 3.25% 4.51%

Declaration Total Return - Net (0.54%) 2.22% - - -
   Libor-3 Month 0.09% 0.30% 0.27% 0.32% 1.66%

PIMCO DiSCO II - Net 1.49% 5.15% 7.99% - -
PIMCO Bravo II Fund - Net 1.62% 8.37% - - -
   Barclays Aggregate Index (0.57%) 0.55% 1.44% 3.25% 4.51%

Prudential - Gross (0.41%) 0.78% 1.99% 5.05% -
Prudential - Net (0.48%) 0.51% 1.71% 4.87% -
   Barclays Aggregate Index (0.57%) 0.55% 1.44% 3.25% 4.51%

Wells Capital - Gross (0.54%) (1.47%) 2.13% 5.47% 6.70%
Wells Capital - Net (0.59%) (1.64%) 1.94% 5.26% 6.48%
   Barclays Baa Credit 3% (1.03%) (2.75%) 1.04% 4.68% 5.80%

Western Asset -  Gross (0.05%) 1.54% 2.57% 4.89% 5.42%
Western Asset - Net (0.08%) 1.40% 2.42% 4.72% 5.23%
   Barclays Aggregate (0.57%) 0.55% 1.44% 3.25% 4.51%

SSgA US Govt Cr Bd Idx - Gross (0.74%) 0.17% - - -
SSgA US Govt Cr Bd Idx - Net (0.75%) 0.12% - - -
   Barclays Govt/Credit Bd (0.74%) 0.15% 1.21% 3.39% 4.47%

Diversified Real Assets
Gross (0.54%) (0.60%) 2.06% 3.72% 3.67%
Net (0.62%) (0.87%) 1.77% 3.39% 3.40%
   Weighted Benchmark (0.87%) (1.54%) 0.13% 3.63% 4.15%

Western TIPS - Gross (1.30%) (3.05%) (1.32%) 2.43% 3.21%
Western TIPS - Net (1.33%) (3.18%) (1.47%) 2.26% 3.06%
   Barclays Glbl Inftn-Linked(1) (2.41%) (4.97%) (1.65%) 2.52% 3.59%

JP Morgan Infrastructure - Gross 0.36% (1.13%) 4.51% 5.99% -
JP Morgan Infrastructure - Net 0.13% (2.02%) 3.52% 4.84% -
   CPI-W (0.80%) 0.38% 0.72% 1.40% 1.83%

Eastern Timber Opportunities - Net (0.92%) 1.40% 7.18% 3.56% -
   NCREIF Timberland Index 1.86% 4.97% 8.35% 6.84% 6.92%

Grosvenor Cust. Infrastructure - Net 1.43% 3.91% 9.11% - -
   CPI-W (0.80%) 0.38% 0.72% 1.40% 1.83%

(1) Barclays US TIPS through 12/31/2009 and Barclays Global Inflation-Linked thereafter.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 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 December 31, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Real Estate
Gross 2.93% 15.49% 14.77% 18.70% 3.89%
Net 2.75% 14.69% 13.92% 17.56% 2.84%
   NCREIF Total Index 2.91% 13.33% 12.04% 12.18% 7.76%

Invesco Core Real Estate - Gross 2.50% 14.72% 14.57% - -
Invesco Core Real Estate - Net 2.41% 14.33% 14.11% - -
   NCREIF Total Index 2.91% 13.33% 12.04% 12.18% 7.76%

JP Morgan - Gross 3.32% 16.17% 14.92% 19.29% 4.15%
JP Morgan - Net 3.05% 15.01% 13.78% 17.91% 2.99%
   NCREIF Total Index 2.91% 13.33% 12.04% 12.18% 7.76%

Short Term Fixed Income
Gross (0.49%) 1.10% 1.21% 1.23% -
Net (0.53%) 0.92% 1.07% 1.12% -
   Barclays Gov 1-3 Yr (0.43%) 0.57% 0.53% 0.73% 2.51%

Babson Short Term Bonds - Gross (0.68%) 1.44% 1.59% - -
Babson Short Term Bonds - Net (0.72%) 1.27% 1.44% - -
   Barclays Gov 1-3 Yr (0.43%) 0.57% 0.53% 0.73% 2.51%

JP Morgan Short Term Bds - Gross (0.31%) 0.86% 0.80% - -
JP Morgan Short Term Bds - Net (0.34%) 0.72% 0.70% - -
   Barclays Gov/Credit 1-3 Y (0.36%) 0.65% 0.69% 0.98% 2.74%

Cash & Equivalents - Net 0.00% 0.01% 0.05% 0.14% 1.34%
Cash Account- Net 0.00% 0.01% 0.05% 0.14% 1.34%
   90 Day Treasury Bills 0.03% 0.05% 0.05% 0.07% 1.24%

Total Fund
Gross 0.89% 1.24% 3.90% 5.22% 4.59%
Net 0.84% 1.03% 3.69% 4.99% 4.35%
   Target* 0.77% 1.00% 2.93% 3.93% 4.37%

* Current Quarter Target = 42.2% Barclays Aggregate Index, 20.9% Barclays Gov 1-3 Yr, 10.9% NDSIB INS DRA Weighted
Benchmark, 9.3% Russell 1000 Index, 6.8% MSCI EAFE Index, 4.3% NCREIF Total Index, 3.1% Russell 2000 Index and
2.5% 3-month Treasury Bill.
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Actual vs Target Asset Allocation
As of December 31, 2015

The first chart below shows the Fund’s asset allocation as of December 31, 2015. The second chart shows the Fund’s target
asset allocation as outlined in the investment policy statement.
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$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Large Cap Equity         207,716   11.9%   12.0% (0.1%) (1,901)
Small Cap Equity          69,013    4.0%    4.0%    0.0% (859)
International Equity         150,763    8.6%    9.0% (0.4%) (6,450)
Domestic Fixed Income         920,000   52.7%   53.0% (0.3%) (5,808)
Diversified Real Assets         256,576   14.7%   15.0% (0.3%) (5,445)
Real Estate         124,672    7.1%    6.0%    1.1%          19,864
Cash & Equivalents          18,067    1.0%    1.0%    0.0%             599
Total       1,746,808  100.0%  100.0%

* Current Quarter Target = 53.0% Barclays Aggregate Index, 15.0% NDSIB WSI DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI EAFE

Index, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - December 31, 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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2.93%
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5.06%
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Actual Target

Relative Attribution by Asset Class

(0.15%)(0.10%)(0.05%) 0.00% 0.05% 0.10% 0.15% 0.20% 0.25%

Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended December 31, 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% 6.07% 6.50% (0.05%) (0.02%) (0.07%)
Small Cap Equity 4% 4% 3.49% 3.59% (0.00%) (0.01%) (0.01%)
Domestic Fixed Income 52% 53% (0.27%) (0.57%) 0.16% (0.01%) 0.15%
Real Estate 7% 6% 2.93% 2.91% 0.00% 0.02% 0.02%
International Equity 8% 9% 5.06% 4.71% 0.03% (0.05%) (0.02%)
Diversified Real Assets 15% 15% (0.53%) (0.89%) 0.05% (0.00%) 0.05%
Cash & Equivalents 1% 1% 0.00% 0.03% (0.00%) 0.00% 0.00%

Total = + +1.23% 1.11% 0.19% (0.06%) 0.12%

* Current Quarter Target = 53.0% Barclays Aggregate Index, 15.0% NDSIB WSI DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI EAFE

Index, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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
Large Cap Equity 12% 12% 2.10% 0.92% 0.14% (0.04%) 0.09%
Small Cap Equity 4% 4% (4.08%) (4.41%) 0.01% (0.02%) (0.01%)
Domestic Fixed Income 53% 53% 0.51% 0.55% (0.03%) (0.03%) (0.05%)
Real Estate 7% 6% 15.52% 13.33% 0.13% 0.07% 0.20%
International Equity 9% 9% 0.29% (0.81%) 0.10% (0.02%) 0.08%
Diversified Real Assets 15% 15% (0.99%) (0.89%) (0.00%) 0.00% 0.00%
Cash & Equivalents 1% 1% 0.01% 0.05% (0.00%) (0.00%) (0.00%)

Total = + +1.28% 0.97% 0.35% (0.04%) 0.31%

* Current Quarter Target = 53.0% Barclays Aggregate Index, 15.0% NDSIB WSI DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI EAFE

Index, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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
Large Cap Equity 11% 11% 16.50% 15.01% 0.15% 0.02% 0.17%
Small Cap Equity 4% 4% 12.83% 11.65% 0.04% 0.02% 0.06%
Domestic Fixed Income 51% 52% 2.74% 1.44% 0.66% 0.01% 0.67%
Real Estate 7% 6% 14.75% 12.04% 0.17% 0.05% 0.21%
International Equity 8% 8% 6.31% 5.01% 0.10% 0.01% 0.12%
Diversified Real Assets 18% 19% 2.34% 0.71% 0.34% 0.02% 0.36%
Cash & Equivalents 1% 1% 0.05% 0.05% (0.00%) 0.01% 0.01%

Total = + +5.46% 3.86% 1.46% 0.14% 1.60%

* Current Quarter Target = 53.0% Barclays Aggregate Index, 15.0% NDSIB WSI DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI EAFE

Index, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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
Large Cap Equity 11% 10% 13.27% 12.44% 0.09% 0.03% 0.11%
Small Cap Equity 4% 3% 10.50% 9.19% 0.05% (0.01%) 0.04%
Domestic Fixed Income 51% 52% 5.73% 3.25% 1.27% (0.01%) 1.26%
Real Estate 6% 6% 18.68% 12.18% 0.37% 0.03% 0.40%
International Equity 7% 8% 4.33% 3.37% 0.07% (0.01%) 0.07%
Diversified Real Assets 19% 20% 3.90% 3.99% (0.03%) 0.01% (0.03%)
Cash & Equivalents 1% 1% 0.14% 0.07% 0.00% 0.01% 0.01%

Total = + +7.02% 5.15% 1.82% 0.05% 1.87%

* 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.

 45
NDSIB - Workforce Safety & Insurance



Cumulative Total Fund Relative Attribution - December 31, 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-Half Year Annualized Relative Attribution Effects
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Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 11% 10% 16.54% 15.69% 0.09% 0.05% 0.14%
Small Cap Equity 4% 3% 14.79% 13.51% 0.04% (0.01%) 0.03%
Domestic Fixed Income 51% 52% 5.87% 3.16% 1.41% (0.05%) 1.36%
Real Estate 6% 6% 18.27% 12.70% 0.32% 0.03% 0.36%
International Equity 7% 8% 7.73% 6.38% 0.10% (0.04%) 0.06%
Diversified Real Assets 20% 20% 4.27% 4.87% (0.12%) (0.00%) (0.12%)
Cash & Equivalents 1% 1% 0.16% 0.08% 0.00% 0.00% 0.01%

Total = + +7.83% 5.99% 1.86% (0.01%) 1.84%

* 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.
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* Current Quarter Target = 53.0% Barclays Aggregate Index, 15.0% NDSIB WSI DRA Weighted Benchmark, 12.0% Russell 1000 Index, 9.0% MSCI EAFE

Index, 6.0% NCREIF Total Index, 4.0% Russell 2000 Index and 1.0% 3-month Treasury Bill.
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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.
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One Year Ended December 31, 2015
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Total Asset Class Performance
Five Years Ended December 31, 2015

R
e

tu
rn

s

0%

5%

10%

15%

20%

25%

CAI Large CAI Small CAI Non-U.S. Total Dom Fixed- CAI Real Total Real
Cap Style Cap Style Eq. Style Inc DB Returns Estate DB CAI Cash

(32)
(48)

(57)
(75)

(55)
(73)

(18)

(66)
(4)(3)

(11)

(62)

(88)(98)

10th Percentile 14.70 13.72 7.03 6.73 3.00 20.14 1.20
25th Percentile 13.55 12.42 5.73 5.04 2.63 15.49 0.90

Median 12.32 10.98 4.70 3.79 2.55 12.77 0.45
75th Percentile 11.35 9.20 3.26 2.89 2.45 10.56 0.27
90th Percentile 10.39 7.66 1.54 1.81 2.33 6.94 0.12

Asset Class Composite 13.27 10.50 4.33 5.73 3.90 18.68 0.14

Composite Benchmark 12.44 9.19 3.37 3.25 3.99 12.18 0.07

Weighted
Ranking

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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Asset Class Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2015, with
the distribution as of September 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

December 31, 2015 September 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Large Cap Equity $207,715,718 11.89% $(3,585,123) $12,283,969 $199,016,872 11.55%

Small Cap Equity $69,013,104 3.95% $1,160,516 $2,384,594 $65,467,993 3.80%

International Equity $150,762,724 8.63% $9,330,014 $6,897,959 $134,534,751 7.81%

Domestic Fixed Income $920,000,068 52.67% $(6,266,114) $(2,502,999) $928,769,181 53.91%

Diversified Real Assets $256,576,269 14.69% $(3,277,514) $(1,372,388) $261,226,172 15.16%

Real Estate $124,672,387 7.14% $(253,930) $3,558,153 $121,368,164 7.05%

Cash & Equivalents $18,067,324 1.03% $5,772,042 $529 $12,294,753 0.71%

Securities Lending Income $0 0.00% $(28,458) $28,458 - -

Total Fund $1,746,807,594 100.0% $2,851,434 $21,278,274 $1,722,677,886 100.0%

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 December
31, 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 December 31, 2015

Last Last Last
Last Last  3  5 5-1/2

Quarter Year Years Years Years

Large Cap Equity
Gross 6.07% 2.10% 16.50% 13.27% 16.54%
Net 6.03% 1.92% 16.30% 13.04% 16.27%
   Benchmark(1) 6.50% 0.92% 15.01% 12.58% 15.69%

Small Cap Equity
Gross 3.49% (4.08%) 12.83% 10.50% 14.79%
Net 3.47% (4.51%) 12.43% 10.04% 14.15%
   Russell 2000 3.59% (4.41%) 11.65% 9.19% 13.51%

International Equity
Gross 5.06% 0.29% 6.31% 4.33% 7.73%
Net 4.97% (0.06%) 5.96% 3.94% 7.33%
   Benchmark(2) 4.71% (0.81%) 5.01% 3.37% 6.38%

Domestic Fixed Income
Gross (0.27%) 0.51% 2.74% 5.73% 5.87%
Net (0.31%) 0.38% 2.59% 5.56% 5.69%
   Barclays Aggregate (0.57%) 0.55% 1.44% 3.25% 3.16%

Diversified Real Assets
Gross (0.53%) (0.99%) 2.34% 3.90% 4.27%
Net (0.61%) (1.29%) 2.03% 3.55% 3.91%
   Weighted Benchmark (0.89%) (0.89%) 0.71% 3.99% 4.87%

Real Estate
Gross 2.93% 15.52% 14.75% 18.68% 18.27%
Net 2.75% 14.72% 13.92% 17.56% 17.20%
   NCREIF Total Index 2.91% 13.33% 12.04% 12.18% 12.70%

Cash & Equivalents - Net 0.00% 0.01% 0.05% 0.14% 0.16%
   90 Day Treasury Bills 0.03% 0.05% 0.05% 0.07% 0.08%

Total Fund
Gross 1.23% 1.28% 5.46% 7.02% 7.83%
Net 1.18% 1.05% 5.21% 6.73% 7.53%
   Target* 1.11% 0.97% 3.86% 5.15% 5.99%

* 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 December 31, 2015

The first chart below shows the Fund’s asset allocation as of December 31, 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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83%
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16%

Cash & Equivalents
1%

Target Asset Allocation

Short Term Fixed Income
83%

BND CDs
16%

Cash & Equivalents
1%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Short Term Fixed Income        475,688   82.9%   83.0% (0.1%) (404)
BND CDs          90,036   15.7%   15.7%    0.0% (99)
Cash & Equivalents           8,019    1.4%    1.3%    0.1%             503
Total         573,744  100.0%  100.0%

* Current Quarter Target = 83.0% Barclays Gov 1-3 Yr, 15.7% NDSIB Budget - Bond CDs and 1.3% 3-month Treasury Bill.
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Quarterly Total Fund Relative Attribution - December 31, 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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Manager Effect Asset Allocation Total

Relative Attribution Effects for Quarter ended December 31, 2015

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 16% 16% 0.65% 0.65% 0.00% (0.00%) (0.00%)
Short Term Fixed Income83% 83% (0.50%) (0.43%) (0.06%) (0.00%) (0.06%)
Cash & Equivalents 2% 2% 0.00% 0.03% (0.00%) (0.00%) (0.00%)

Total = + +(0.31%) (0.25%) (0.06%) (0.00%) (0.06%)

* Current Quarter Target = 83.0% Barclays Gov 1-3 Yr, 15.7% NDSIB Budget - Bond CDs and 1.3% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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
BND CDs 16% 16% 2.64% 1.32% 0.22% (0.00%) 0.22%
Short Term Fixed Income82% 82% 1.16% 0.57% 0.47% 0.00% 0.47%
Cash & Equivalents 2% 1% 0.01% 0.05% (0.00%) 0.01% 0.01%

Total = + +1.37% 0.67% 0.69% 0.01% 0.70%

* Current Quarter Target = 83.0% Barclays Gov 1-3 Yr, 15.7% NDSIB Budget - Bond CDs and 1.3% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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 19% 19% 2.85% 0.47% 0.47% (0.00%) 0.47%
Short Term Fixed Income79% 79% 1.21% 0.53% 0.54% (0.00%) 0.54%
Cash & Equivalents 2% 2% 0.05% 0.05% (0.00%) 0.00% 0.00%

Total = + +1.52% 0.50% 1.02% (0.00%) 1.02%

* Current Quarter Target = 83.0% Barclays Gov 1-3 Yr, 15.7% NDSIB Budget - Bond CDs and 1.3% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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 22% 18% 3.42% 0.96% 0.54% 0.20% 0.73%
Short Term Fixed Income74% 66% 1.39% 0.47% 0.70% (0.00%) 0.69%
Cash & Equivalents 4% 17% 0.14% 0.07% 0.00% 0.00% 0.01%

Total = + +1.87% 0.43% 1.24% 0.20% 1.44%

* Current Quarter Target = 83.0% Barclays Gov 1-3 Yr, 15.7% NDSIB Budget - Bond CDs and 1.3% 3-month Treasury Bill.
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Cumulative Total Fund Relative Attribution - December 31, 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-Half Year Annualized Relative Attribution Effects
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Five and One-Half Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
BND CDs 23% 16% 3.50% 1.27% 0.49% 0.29% 0.78%
Short Term Fixed Income73% 60% 1.82% 0.98% 0.64% 0.32% 0.95%
Cash & Equivalents 4% 24% 0.16% 0.08% 0.01% 0.00% 0.01%

Total = + +2.15% 0.40% 1.13% 0.61% 1.75%

* Current Quarter Target = 83.0% Barclays Gov 1-3 Yr, 15.7% NDSIB Budget - Bond CDs and 1.3% 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 = 83.0% Barclays Gov 1-3 Yr, 15.7% NDSIB Budget - Bond CDs and 1.3% 3-month Treasury Bill.
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Asset Class Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2015, with
the distribution as of September 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

December 31, 2015 September 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Short Term Fixed Income $475,688,246 82.91% $3,396,443 $(2,369,430) $474,661,233 82.45%

BND CDs $90,036,279 15.69% $(1,607,589) $585,389 $91,058,479 15.82%

Cash & Equivalents $8,019,289 1.40% $(1,958,493) $350 $9,977,432 1.73%

Securities Lending Income $0 0.00% $(1,924) $1,924 - -

Total Fund $573,743,813 100.0% $(171,564) $(1,781,767) $575,697,144 100.0%

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 December
31, 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 December 31, 2015

Last Last Last
Last Last  3  5 5-1/2

Quarter Year Years Years Years

Short Term Fixed Income
Gross (0.50%) 1.16% 1.21% 1.39% 1.82%
Net (0.53%) 1.00% 1.08% 1.27% 1.70%
   Barclays Gov 1-3 Yr (0.43%) 0.57% 0.53% 0.73% 0.75%

BND CDs - Net 0.65% 2.64% 2.85% 3.42% 3.50%

Cash & Equivalents - Net 0.00% 0.01% 0.05% 0.14% 0.16%
   3-month Treasury Bill 0.03% 0.05% 0.05% 0.07% 0.08%

Total Fund
Gross (0.31%) 1.37% 1.52% 1.87% 2.15%
Net (0.34%) 1.24% 1.42% 1.78% 2.06%
   Target* (0.25%) 0.67% 0.50% 0.43% 0.40%

* Current Quarter Target = 83.0% Barclays Gov 1-3 Yr, 15.7% NDSIB Budget - Bond CDs and 1.3% 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 December 31, 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 7.87%
return for the quarter placing it in the 21 percentile of the CAI
Large Capitalization Style group for the quarter and in the 47
percentile for the last year.

Parametric Clifton Large Cap’s portfolio outperformed the
S&P 500 Index by 0.83% for the quarter and outperformed
the S&P 500 Index for the year by 0.39%.

Quarterly Asset Growth

Beginning Market Value $42,516,957

Net New Investment $-500,000

Investment Gains/(Losses) $3,446,014

Ending Market Value $45,462,970

Performance vs CAI Large Capitalization Style (Gross)
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(25)
(51)

10th Percentile 8.68 2.70 8.57 10.49 18.48 14.70 17.69
25th Percentile 7.63 1.47 5.50 8.88 16.94 13.55 16.36

Median 6.45 (0.82) 1.31 6.88 15.46 12.32 14.93
75th Percentile 5.35 (3.09) (2.05) 5.18 13.78 11.35 13.57
90th Percentile 4.35 (4.77) (4.30) 3.42 12.97 10.39 12.64

Parametric
Clifton Large Cap 7.87 1.02 1.77 8.06 15.29 13.01 16.34

S&P 500 Index 7.04 0.15 1.38 7.36 15.13 12.57 14.82

Relative Return vs S&P 500 Index
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L.A. Capital
Period Ended December 31, 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 6.11%
return for the quarter placing it in the 83 percentile of the CAI
Large Cap Growth Style group for the quarter and in the 53
percentile for the last year.

L.A. Capital Large Cap Growth’s portfolio underperformed
the Russell 1000 Growth Index by 1.21% for the quarter and
outperformed the Russell 1000 Growth Index for the year by
0.44%.

Quarterly Asset Growth

Beginning Market Value $66,691,358

Net New Investment $-4,035,953

Investment Gains/(Losses) $4,137,508

Ending Market Value $66,792,913

Performance vs CAI Large Cap Growth Style (Gross)
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(74)

10th Percentile 9.48 3.71 10.90 11.88 19.64 15.52 10.22 10.20
25th Percentile 8.61 2.62 8.58 10.53 18.50 14.55 9.26 9.23

Median 7.75 1.72 6.43 9.15 17.03 13.23 8.65 8.59
75th Percentile 6.59 0.79 3.77 7.65 15.90 11.98 7.84 8.06
90th Percentile 5.80 (0.95) 2.17 6.53 14.73 11.30 6.97 7.43

L.A. Capital
Large Cap Growth 6.11 1.02 6.11 9.53 17.75 13.65 9.13 9.24

Russell 1000
Growth Index 7.32 1.64 5.67 9.30 16.83 13.53 8.53 8.07

Relative Return vs Russell 1000 Growth Index
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L.A. Capital Enhanced
Period Ended December 31, 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 6.18% return for
the quarter placing it in the 57 percentile of the CAI Large
Cap Core Style group for the quarter and in the 30 percentile
for the last year.

L.A. Capital Enhanced’s portfolio underperformed the
Russell 1000 Index by 0.31% for the quarter and
outperformed the Russell 1000 Index for the year by 1.82%.

Quarterly Asset Growth

Beginning Market Value $43,456,362

Net New Investment $-515,705

Investment Gains/(Losses) $2,721,322

Ending Market Value $45,661,979

Performance vs CAI Large Cap Core Style (Gross)
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10th Percentile 8.23 1.79 4.08 9.10 17.02 14.47 8.96 8.83
25th Percentile 7.17 0.33 2.99 8.43 16.49 13.67 8.24 8.53

Median 6.59 (0.79) 1.38 7.19 15.48 12.59 7.76 8.08
75th Percentile 5.47 (2.65) (1.10) 6.06 13.96 11.28 7.12 7.55
90th Percentile 4.70 (4.20) (2.41) 4.90 13.06 10.22 6.71 7.20

L.A. Capital
Enhanced 6.18 0.57 2.74 7.38 16.27 12.82 8.49 8.89

Russell 1000 Index 6.50 (0.78) 0.92 6.90 15.01 12.44 7.40 7.67

Relative Return vs Russell 1000 Index
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LSV Asset Management
Period Ended December 31, 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 4.81% return for
the quarter placing it in the 74 percentile of the CAI Large
Cap Value Style group for the quarter and in the 33
percentile for the last year.

LSV Large Cap Value’s portfolio underperformed the Russell
1000 Value Index by 0.83% for the quarter and
outperformed the Russell 1000 Value Index for the year by
2.03%.

Quarterly Asset Growth

Beginning Market Value $63,672,272

Net New Investment $451,897

Investment Gains/(Losses) $3,030,040

Ending Market Value $67,154,209

Performance vs CAI Large Cap Value Style (Gross)
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(77) (6)
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(27)
(72)

(5)
(81)

10th Percentile 7.07 (0.71) 0.41 6.79 15.58 13.18 8.40 8.13
25th Percentile 6.05 (2.21) (1.22) 5.59 14.50 12.37 7.74 7.68

Median 5.45 (3.31) (2.56) 4.85 13.76 11.70 7.01 6.93
75th Percentile 4.73 (4.83) (4.51) 3.40 13.16 10.57 6.07 6.21
90th Percentile 3.87 (7.19) (5.86) 2.46 12.14 9.62 4.99 5.39

LSV Large
Cap Value 4.81 (3.73) (1.80) 5.51 16.33 13.45 7.62 8.63

Russell 1000
Value Index 5.64 (3.23) (3.83) 4.46 13.08 11.27 6.16 6.03

Relative Return vs Russell 1000 Value Index
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Parametric Clifton SmallCap
Period Ended December 31, 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 3.80%
return for the quarter placing it in the 33 percentile of the CAI
Small Capitalization Style group for the quarter and in the 57
percentile for the last year.

Parametric Clifton SmallCap’s portfolio outperformed the
Russell 2000 Index by 0.21% for the quarter and
outperformed the Russell 2000 Index for the year by 1.33%.

Quarterly Asset Growth

Beginning Market Value $51,825,565

Net New Investment $-2,000,000

Investment Gains/(Losses) $2,055,130

Ending Market Value $51,880,695

Performance vs CAI Small Capitalization Style (Gross)
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(33)(35)
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(46)
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(57)(73) (56)
(75)

(48)
(82)

10th Percentile 5.38 (3.66) 3.79 5.09 17.06 13.72 19.96
25th Percentile 4.28 (5.73) (0.14) 3.17 15.68 12.42 17.98

Median 2.91 (7.53) (2.39) 1.37 13.58 10.98 16.14
75th Percentile 1.86 (10.05) (5.13) (0.67) 11.47 9.20 14.77
90th Percentile (0.16) (13.05) (8.09) (3.84) 8.60 7.66 13.42

Parametric
Clifton SmallCap 3.80 (8.27) (3.09) 1.76 12.74 10.53 16.33

Russell 2000 Index 3.59 (8.75) (4.41) 0.13 11.65 9.19 14.01

Relative Return vs Russell 2000 Index
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PIMCO RAE
Period Ended December 31, 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
PIMCO RAE’s portfolio posted a 3.01% return for the quarter
placing it in the 46 percentile of the CAI Small Capitalization
Style group for the quarter and in the 82 percentile for the
last year.

PIMCO RAE’s portfolio underperformed the Russell 2000
Index by 0.59% for the quarter and underperformed the
Russell 2000 Index for the year by 1.93%.

Quarterly Asset Growth

Beginning Market Value $21,015,404

Net New Investment $2,983,232

Investment Gains/(Losses) $590,767

Ending Market Value $24,589,402

Performance vs CAI Small Capitalization Style (Gross)
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(46)(35)

(63)(63)
(82)
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(77)(68)

(62)(73)
(66)(75)

(55)
(76)

10th Percentile 5.38 (3.66) 3.79 5.09 17.06 13.72 9.35
25th Percentile 4.28 (5.73) (0.14) 3.17 15.68 12.42 8.35

Median 2.91 (7.53) (2.39) 1.37 13.58 10.98 6.93
75th Percentile 1.86 (10.05) (5.13) (0.67) 11.47 9.20 5.86
90th Percentile (0.16) (13.05) (8.09) (3.84) 8.60 7.66 4.61

PIMCO RAE 3.01 (8.77) (6.35) (0.82) 12.37 10.11 6.78

Russell 2000 Index 3.59 (8.75) (4.41) 0.13 11.65 9.19 5.72

Relative Return vs Russell 2000 Index
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Capital Group
Period Ended December 31, 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 5.10% return for the
quarter placing it in the 37 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 84 percentile for
the last year.

Capital Group’s portfolio outperformed the MSCI EAFE
Index by 0.39% for the quarter and underperformed the
MSCI EAFE Index for the year by 2.83%.

Quarterly Asset Growth

Beginning Market Value $55,687,789

Net New Investment $1,926,653

Investment Gains/(Losses) $2,937,481

Ending Market Value $60,551,922

Performance vs CAI Non-U.S. Equity Style (Gross)
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(67)

(73)
(64)

(72)(73)
(94)(94)

(86)
(99)

10th Percentile 6.42 (2.70) 5.50 0.95 8.84 7.03 6.51 8.86
25th Percentile 5.66 (4.07) 2.76 (0.09) 7.38 5.73 5.53 7.42

Median 4.65 (5.75) 0.62 (1.57) 5.82 4.70 4.24 6.74
75th Percentile 3.52 (7.79) (2.15) (3.45) 4.04 3.26 3.55 5.85
90th Percentile 2.59 (9.91) (4.95) (5.51) 2.67 1.54 3.00 5.25

Capital Group 5.10 (9.28) (3.64) (4.16) 4.18 3.42 2.56 5.52

MSCI EAFE Index 4.71 (6.01) (0.81) (2.88) 5.01 3.37 2.55 3.87

Relative Return vs MSCI EAFE Index
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DFA Intl Small Cap Value
Period Ended December 31, 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 4.03% return
for the quarter placing it in the 69 percentile of the Lipper:
International Small Cap  Obj group for the quarter and in the
70 percentile for the last year.

DFA Intl Small Cap Value’s portfolio outperformed the World
ex US SC Value by 0.25% for the quarter and outperformed
the World ex US SC Value for the year by 2.93%.

Quarterly Asset Growth

Beginning Market Value $14,987,191

Net New Investment $2,000,000

Investment Gains/(Losses) $578,851

Ending Market Value $17,566,042

Performance vs Lipper: International Small Cap  Obj (Net)
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(69)(75)

(72)(71)
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(62)

(79)

(45)

(79)
(57)

(81)
(35)(56)

10th Percentile 6.71 1.18 12.41 3.67 11.32 8.08 5.03
25th Percentile 5.88 (1.29) 9.67 1.76 10.31 7.21 3.47

Median 4.84 (2.82) 6.89 (0.00) 8.96 6.03 2.54
75th Percentile 3.81 (6.15) 1.85 (2.03) 7.03 4.53 1.27
90th Percentile 2.83 (7.91) (2.00) (3.81) 3.85 2.79 0.28

DFA Intl
Small Cap Value 4.03 (5.56) 3.99 (0.60) 9.36 5.71 3.02

World ex
US SC Value 3.78 (5.37) 1.06 (2.47) 6.71 3.85 2.33

Relative Return vs World ex US SC Value
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LSV Intl Value
Period Ended December 31, 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 5.26% return for the
quarter placing it in the 33 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 48 percentile for
the last year.

LSV Intl Value’s portfolio outperformed the Benchmark by
0.55% for the quarter and outperformed the Benchmark for
the year by 1.87%.

Quarterly Asset Growth

Beginning Market Value $57,188,901

Net New Investment $2,943,081

Investment Gains/(Losses) $2,965,620

Ending Market Value $63,097,602

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

(15%)

(10%)

(5%)

0%

5%

10%

15%
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(73) (94)(94)
(84)(86)

10th Percentile 6.42 (2.70) 5.50 0.95 8.84 7.03 6.51 7.42
25th Percentile 5.66 (4.07) 2.76 (0.09) 7.38 5.73 5.53 6.52

Median 4.65 (5.75) 0.62 (1.57) 5.82 4.70 4.24 5.28
75th Percentile 3.52 (7.79) (2.15) (3.45) 4.04 3.26 3.55 4.66
90th Percentile 2.59 (9.91) (4.95) (5.51) 2.67 1.54 3.00 3.94

LSV Intl Value 5.26 (5.72) 1.06 (1.93) 6.56 4.82 2.54 4.34

Benchmark 4.71 (6.01) (0.81) (2.88) 5.01 3.37 2.55 4.17

Relative Return vs Benchmark
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Vanguard Intl Explorer Fund
Period Ended December 31, 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 5.34%
return for the quarter placing it in the 34 percentile of the
Lipper: International Small Cap  Obj group for the quarter
and in the 40 percentile for the last year.

Vanguard Intl Explorer Fund’s portfolio underperformed the
S&P BMI EPAC <$2 B by 0.67% for the quarter and
underperformed the S&P BMI EPAC <$2 B for the year by
0.72%.

Quarterly Asset Growth

Beginning Market Value $15,512,245

Net New Investment $2,000,000

Investment Gains/(Losses) $864,385

Ending Market Value $18,376,630

Performance vs Lipper: International Small Cap  Obj (Net)
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(34)(23)

(36)
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(16)(19)

(11)
(47)

(63)(68) (35)
(73)

(43)(53)

10th Percentile 6.71 1.18 12.41 3.67 11.32 8.08 8.19 12.87
25th Percentile 5.88 (1.29) 9.67 1.76 10.31 7.21 6.21 11.67

Median 4.84 (2.82) 6.89 (0.00) 8.96 6.03 5.07 10.26
75th Percentile 3.81 (6.15) 1.85 (2.03) 7.03 4.53 4.01 9.00
90th Percentile 2.83 (7.91) (2.00) (3.81) 3.85 2.79 3.58 8.56

Vanguard Intl
Explorer Fund 5.34 (1.88) 8.60 2.71 11.17 5.39 5.54 10.72

S&P BMI
EPAC <$2 B 6.01 (2.84) 9.32 2.44 9.19 5.13 4.12 10.02

Relative Return vs S&P BMI EPAC <$2 B

R
e
la

ti
v
e

 R
e

tu
rn

s

(6%)

(4%)

(2%)

0%

2%

4%

6%

2011 2012 2013 2014 2015

Vanguard Intl Explorer Fund

Lipper: International Small Cap  Obj (Net)
Annualized Five Year Risk vs Return

13 14 15 16 17 18 19 20
0%

2%

4%

6%

8%

10%

12%

S&P BMI EPAC <$2 B

Vanguard Intl Explorer Fund

Standard Deviation

R
e

tu
rn

s

 74
North Dakota State Investment Board - Insurance Trust



Declaration Total Return
Period Ended December 31, 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 (0.54)% return
for the quarter placing it in the 62 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 underperformed the
Libor-3 Month by 0.63% for the quarter and outperformed
the Libor-3 Month for the year by 1.91%.

Quarterly Asset Growth

Beginning Market Value $78,791,645

Net New Investment $-28,029

Investment Gains/(Losses) $-423,337

Ending Market Value $78,340,279

Performance vs CAI Intermediate Fixed-Inc Style (Gross)
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(95)
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10th Percentile (0.27) 0.71 1.56 2.73
25th Percentile (0.41) 0.61 1.36 2.53

Median (0.48) 0.43 1.26 2.33
75th Percentile (0.63) 0.25 1.05 2.18
90th Percentile (0.71) 0.02 0.84 2.02

Declaration
Total Return (0.54) 0.35 2.22 4.20

Libor-3 Month 0.09 0.17 0.30 0.26

Relative Return vs Libor-3 Month
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PIMCO DiSCO II
Period Ended December 31, 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 1.49% return for the
quarter placing it in the 1 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 1 percentile
for the last year.

PIMCO DiSCO II’s portfolio outperformed the Barclays
Aggregate Index by 2.06% for the quarter and outperformed
the Barclays Aggregate Index for the year by 4.60%.

Quarterly Asset Growth

Beginning Market Value $79,292,119

Net New Investment $0

Investment Gains/(Losses) $1,180,481

Ending Market Value $80,472,600

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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A(1)

B(10)
(67)

A(1)

B(19)(70)

A(1)

B(20)(82)

A(1)

B(96)(96)

10th Percentile (0.19) 1.12 1.51 4.03 2.26 3.47
25th Percentile (0.34) 0.91 1.13 3.68 1.93 3.02

Median (0.45) 0.67 0.82 3.46 1.71 2.78
75th Percentile (0.65) 0.34 0.46 3.09 1.50 2.48
90th Percentile (0.87) (0.15) (0.06) 2.74 1.33 2.32

PIMCO DiSCO II A 1.49 1.88 5.15 6.01 7.99 16.22
Barclays Mortgage B (0.10) 1.20 1.51 3.77 2.01 2.16

Barclays
Aggregate Index (0.57) 0.65 0.55 3.22 1.44 2.13

Relative Return vs Barclays Aggregate Index
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PIMCO Bravo II Fund
Period Ended December 31, 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 1.62% return for
the quarter placing it in the 1 percentile of the CAI Core
Bond Fixed-Inc Style group for the quarter and in the 1
percentile for the last year.

PIMCO Bravo II Fund’s portfolio outperformed the Barclays
Aggregate Index by 2.19% for the quarter and outperformed
the Barclays Aggregate Index for the year by 7.82%.

Quarterly Asset Growth

Beginning Market Value $35,384,594

Net New Investment $8,750,000

Investment Gains/(Losses) $572,767

Ending Market Value $44,707,361

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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10th Percentile (0.19) 1.12 1.51 4.03
25th Percentile (0.34) 0.91 1.13 3.68

Median (0.45) 0.67 0.82 3.46
75th Percentile (0.65) 0.34 0.46 3.09
90th Percentile (0.87) (0.15) (0.06) 2.74

PIMCO
Bravo II Fund 1.62 1.62 8.37 18.00

Barclays
Aggregate Index (0.57) 0.65 0.55 3.22

Relative Return vs Barclays Aggregate Index
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Prudential
Period Ended December 31, 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 (0.41)% return for the quarter
placing it in the 36 percentile of the CAI Core Bond Fixed-Inc
Style group for the quarter and in the 54 percentile for the
last year.

Prudential’s portfolio outperformed the Barclays Aggregate
Index by 0.16% for the quarter and outperformed the
Barclays Aggregate Index for the year by 0.23%.

Quarterly Asset Growth

Beginning Market Value $89,079,254

Net New Investment $7,438,735

Investment Gains/(Losses) $-340,111

Ending Market Value $96,177,877

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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(89)

10th Percentile (0.19) 1.12 1.51 4.03 2.26 4.32 5.73
25th Percentile (0.34) 0.91 1.13 3.68 1.93 4.02 5.46

Median (0.45) 0.67 0.82 3.46 1.71 3.77 5.03
75th Percentile (0.65) 0.34 0.46 3.09 1.50 3.54 4.82
90th Percentile (0.87) (0.15) (0.06) 2.74 1.33 3.34 4.49

Prudential (0.41) 0.12 0.78 3.70 1.99 5.05 6.25

Barclays
Aggregate Index (0.57) 0.65 0.55 3.22 1.44 3.25 4.55

Relative Return vs Barclays Aggregate Index
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SSgA US Govt Cr Bd Index
Period Ended December 31, 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 (0.74)%
return for the quarter placing it in the 92 percentile of the CAI
Govt/Credit Fixed-Income Style group for the quarter and in
the 93 percentile for the last year.

SSgA US Govt Cr Bd Index’s portfolio outperformed the
Barclays Govt/Credit Bd by 0.00% for the quarter and
outperformed the Barclays Govt/Credit Bd for the year by
0.02%.

Quarterly Asset Growth

Beginning Market Value $136,530,169

Net New Investment $-11,457

Investment Gains/(Losses) $-1,010,240

Ending Market Value $135,508,473

Performance vs CAI Govt/Credit Fixed-Income Style (Gross)
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(92)(92)

(80)(81)
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(85)(85)
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10th Percentile (0.28) 1.20 1.50 4.19 3.76
25th Percentile (0.46) 1.11 0.94 3.70 3.16

Median (0.50) 0.82 0.59 3.45 2.95
75th Percentile (0.63) 0.48 0.32 3.29 2.79
90th Percentile (0.72) 0.17 0.24 2.97 2.63

SSgA US Govt
Cr Bd Index (0.74) 0.45 0.17 3.05 2.55

Barclays
Govt/Credit Bd (0.74) 0.44 0.15 3.04 2.56

Relative Return vs Barclays Govt/Credit Bd
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Wells Capital
Period Ended December 31, 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 (0.54)% return for the
quarter placing it in the 64 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 98 percentile
for the last year.

Wells Capital’s portfolio outperformed the Barclays Baa
Credit 3% In by 0.49% for the quarter and outperformed the
Barclays Baa Credit 3% In for the year by 1.28%.

Quarterly Asset Growth

Beginning Market Value $302,593,949

Net New Investment $-5,137,213

Investment Gains/(Losses) $-1,587,090

Ending Market Value $295,869,646

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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10th Percentile (0.19) 1.12 1.51 4.03 2.26 4.32 5.63 5.72
25th Percentile (0.34) 0.91 1.13 3.68 1.93 4.02 5.33 5.48

Median (0.45) 0.67 0.82 3.46 1.71 3.77 4.96 5.22
75th Percentile (0.65) 0.34 0.46 3.09 1.50 3.54 4.78 5.05
90th Percentile (0.87) (0.15) (0.06) 2.74 1.33 3.34 4.47 4.84

Wells Capital (0.54) (0.97) (1.47) 3.61 2.13 5.47 6.70 6.90

Barclays Baa
Credit 3% In (1.03) (1.78) (2.75) 2.63 1.04 4.68 5.80 6.30

Relative Return vs Barclays Baa Credit 3% In
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Western Asset Management Company
Period Ended December 31, 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 (0.05)% return for the
quarter placing it in the 3 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 9 percentile
for the last year.

Western Asset’s portfolio outperformed the Barclays
Aggregate Index by 0.52% for the quarter and outperformed
the Barclays Aggregate Index for the year by 0.99%.

Quarterly Asset Growth

Beginning Market Value $311,223,391

Net New Investment $-17,107,378

Investment Gains/(Losses) $-109,507

Ending Market Value $294,006,506

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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10th Percentile (0.19) 1.12 1.51 4.03 2.26 4.32 5.63 7.18
25th Percentile (0.34) 0.91 1.13 3.68 1.93 4.02 5.33 6.91

Median (0.45) 0.67 0.82 3.46 1.71 3.77 4.96 6.76
75th Percentile (0.65) 0.34 0.46 3.09 1.50 3.54 4.78 6.59
90th Percentile (0.87) (0.15) (0.06) 2.74 1.33 3.34 4.47 6.47

Western Asset (0.05) 0.78 1.54 4.42 2.57 4.89 5.42 7.25

Barclays
Aggregate Index (0.57) 0.65 0.55 3.22 1.44 3.25 4.51 6.30

Relative Return vs Barclays Aggregate Index
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Western TIPS
Period Ended December 31, 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 outperformed the Barclays Glbl
Inftn-Linked by 1.11% for the quarter and outperformed the
Barclays Glbl Inftn-Linked for the year by 1.92%.

Quarterly Asset Growth

Beginning Market Value $110,677,725

Net New Investment $-2,038,186

Investment Gains/(Losses) $-1,385,991

Ending Market Value $107,253,548
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Eastern Timber Opportunities
Period Ended December 31, 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 2.78% for the quarter and
underperformed the NCREIF Timberland Index for the year
by 3.57%.

Quarterly Asset Growth

Beginning Market Value $60,220,271

Net New Investment $-46,000

Investment Gains/(Losses) $-556,178

Ending Market Value $59,618,093
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JP Morgan Infrastructure
Period Ended December 31, 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 1.16% for the quarter and underperformed the CPI-W for
the year by 1.52%.

Quarterly Asset Growth

Beginning Market Value $74,083,314

Net New Investment $-205,866

Investment Gains/(Losses) $263,912

Ending Market Value $74,141,360
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Grosvenor Cust. Infrastructure
Period Ended December 31, 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 2.23% for the quarter and outperformed the
CPI-W for the year by 3.53%.

Quarterly Asset Growth

Beginning Market Value $20,010,106

Net New Investment $-877,183

Investment Gains/(Losses) $274,726

Ending Market Value $19,407,649
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Invesco Core Real Estate
Period Ended December 31, 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 2.41% return
for the quarter placing it in the 64 percentile of the Total Real
Estate DB group for the quarter and in the 39 percentile for
the last year.

Invesco Core Real Estate’s portfolio underperformed the
NCREIF Total Index by 0.50% for the quarter and
outperformed the NCREIF Total Index for the year by
1.00%.

Quarterly Asset Growth

Beginning Market Value $57,584,269

Net New Investment $0

Investment Gains/(Losses) $1,389,469

Ending Market Value $58,973,738

Performance vs Total Real Estate DB (Net)

0%

5%

10%

15%

20%

25%

Last Quarter Fiscal YTD Last Last 2 Years Last 3 Years Last 3-1/4
Year Years

(64)(52)

(55)
(47)

(39)
(45) (54)(57)

(40)

(62)
(46)

(64)

10th Percentile 4.48 9.30 20.50 21.44 19.82 21.02
25th Percentile 3.58 7.61 15.96 17.56 16.88 16.57

Median 2.95 5.82 12.70 13.60 12.97 12.76
75th Percentile 2.09 3.30 8.80 9.54 9.88 10.21
90th Percentile 0.32 0.18 4.41 6.33 7.02 7.65

Invesco Core
Real Estate 2.41 5.36 14.33 13.12 14.11 12.96

NCREIF Total Index 2.91 6.09 13.33 12.57 12.04 11.92

Relative Return vs NCREIF Total Index
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JP Morgan Real Estate
Period Ended December 31, 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 3.05% return for
the quarter placing it in the 47 percentile of the Total Real
Estate DB group for the quarter and in the 35 percentile for
the last year.

JP Morgan Real Estate’s portfolio outperformed the NCREIF
Total Index by 0.14% for the quarter and outperformed the
NCREIF Total Index for the year by 1.67%.

Quarterly Asset Growth

Beginning Market Value $63,845,764

Net New Investment $-33,208

Investment Gains/(Losses) $1,949,673

Ending Market Value $65,762,229

Performance vs Total Real Estate DB (Net)
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10th Percentile 4.48 9.30 20.50 21.44 19.82 20.14 8.32
25th Percentile 3.58 7.61 15.96 17.56 16.88 15.49 6.07

Median 2.95 5.82 12.70 13.60 12.97 12.77 5.10
75th Percentile 2.09 3.30 8.80 9.54 9.88 10.56 1.39
90th Percentile 0.32 0.18 4.41 6.33 7.02 6.94 (3.80)

JP Morgan
Real Estate 3.05 3.22 15.01 11.31 13.78 17.91 2.99

NCREIF Total Index 2.91 6.09 13.33 12.57 12.04 12.18 7.76

Relative Return vs NCREIF Total Index
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JP Morgan  Short Term Bonds
Period Ended December 31, 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 (0.31)%
return for the quarter placing it in the 63 percentile of the CAI
Defensive Fixed-Inc Style group for the quarter and in the 60
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
0.21%.

Quarterly Asset Growth

Beginning Market Value $236,453,149

Net New Investment $39,030,144

Investment Gains/(Losses) $-774,624

Ending Market Value $274,708,669

Performance vs CAI Defensive Fixed-Inc Style (Gross)
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10th Percentile (0.15) 0.22 1.13 1.37 1.33 2.22
25th Percentile (0.18) 0.18 1.02 1.16 1.08 1.61

Median (0.24) 0.09 0.91 1.07 0.90 1.26
75th Percentile (0.36) (0.01) 0.75 0.86 0.73 0.95
90th Percentile (0.43) (0.10) 0.62 0.75 0.62 0.79

JP Morgan
Short Term Bonds (0.31) 0.03 0.86 0.97 0.80 1.10

Barclays
Gov/Credit 1-3 Yr (0.36) (0.07) 0.65 0.71 0.69 0.84

Relative Return vs Barclays Gov/Credit 1-3 Yr
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Babson Short Term Bonds
Period Ended December 31, 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 (0.68)%
return for the quarter placing it in the 99 percentile of the CAI
Defensive Fixed-Inc Style group for the quarter and in the 4
percentile for the last year.

Babson Short Term Bonds’s portfolio underperformed the
Barclays Gov 1-3 Yr by 0.25% for the quarter and
outperformed the Barclays Gov 1-3 Yr for the year by
0.87%.

Quarterly Asset Growth

Beginning Market Value $239,575,572

Net New Investment $-102,341

Investment Gains/(Losses) $-1,631,119

Ending Market Value $237,842,112

Performance vs CAI Defensive Fixed-Inc Style (Gross)
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Median (0.24) 0.09 0.91 1.07 0.90 1.26
75th Percentile (0.36) (0.01) 0.75 0.86 0.73 0.95
90th Percentile (0.43) (0.10) 0.62 0.75 0.62 0.79

Babson Short
Term Bonds (0.68) (0.47) 1.44 1.66 1.59 2.00

Barclays Gov 1-3 Yr (0.43) (0.11) 0.57 0.61 0.53 0.54

Relative Return vs Barclays Gov 1-3 Yr
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Ρεσεαρχη ανδ Εδυχατιοναλ Προγραmσ

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

τηρουγη χαρεφυλλψ στρυχτυρεδ εδυχατιοναλ προγραmσ. 

Ρεχεντ Ρεσεαρχη

Πλεασε ϖισιτ ωωω.χαλλαν.χοm/ρεσεαρχη το σεε αλλ οφ ουρ πυβλιχατιονσ.

ςιδεο: Τηε Εδυχατιον οφ Βετα Ιν τηισ βριεφ ϖιδεο, Ευγενε Ποδκα−

mινερ δεσχριβεσ τηε ρεασονσ ηε δεχιδεδ το εξπλορε τηε �σmαρτ βετα� 

τοπιχ ιν δεταιλ.

2015 Αλτερνατιϖε Ινϖεστmεντσ Συρϖεψ Ουρ 

2015 Αλτερνατιϖε Ινϖεστmεντσ Συρϖεψ προ−

ϖιδεσ ινστιτυτιοναλ ινϖεστορσ α χυρρεντ ρεπορτ ον 

ασσετ αλλοχατιον τρενδσ ανδ ινϖεστορ πραχτιχεσ. 

Ινσιδε Χαλλαν�σ Dαταβασε, 3ρδ Θυαρτερ 2015 Τηισ ρεπορτ γραπησ 

περφορmανχε ανδ ρισκ δατα φροm Χαλλαν�σ προπριεταρψ δαταβασε 

αλονγσιδε ρελεϖαντ mαρκετ ινδιχεσ.

Χαπιταλ Μαρκετ Ρεϖιεω, 3ρδ Θυαρτερ 2015 Ινσιγητσ ον τηε εχονο−

my and recent performance in equities, ixed income, alternatives, 

ρεαλ εστατε, ανδ mορε. 

Μαρκετ Πυλσε Φλιπβοοκ, 3ρδ Θυαρτερ 2015 Α θυαρτερλψ mαρκετ ρεφ−

ερενχε γυιδε χοϖερινγ ινϖεστmεντ ανδ φυνδ σπονσορ τρενδσ ιν τηε 

U.S. economy, U.S. and non-U.S. equities and ixed income, alter−

natives, and deined contribution. 

ΕΣΓ Φαχτορσ: Υ.Σ. Ινϖεστορ Υσαγε 

Χρψσταλιζεσ Τηισ χηαρτιχλε λοοκσ ατ ΕΣΓ 

φροm τηε περσπεχτιϖεσ οφ Υ.Σ. ασσετ οωνερσ 

ανδ γλοβαλ ινϖεστmεντ mαναγερσ, ρεϖεαλινγ 

γροωινγ ινχορπορατιον οφ ΕΣΓ φαχτορσ ιν 

ινϖεστmεντ δεχισιον mακινγ.

Τηε Dεπαρτmεντ οφ Λαβορ Wειγησ ιν ον ΕΣΓ: Κεψ Τακεαωαψσ 

φροm Ιντερπρετιϖε Βυλλετιν 2015−01 Α συmmαρψ οφ τηε DΟΛ�σ Ιν−

terpretive Bulletin 2015-011, relating to the iduciary standard un−

δερ ΕΡΙΣΑ χονσιδερινγ εχονοmιχαλλψ ταργετεδ ινϖεστmεντσ (ΕΤΙσ), 

ανδ τηε ιmπλιχατιονσ φορ ινϖεστορσ.

Ηεδγε Φυνδ Μονιτορ, 3ρδ Θυαρτερ 2015 Αυτηορ ϑιm ΜχΚεε 

προϖιδεσ θυαρτερλψ περφορmανχε ανδ α σναπσηοτ οφ τηε ασσετ 

χλασσ. Τηισ θυαρτερ�σ χοϖερ στορψ: �Βεψονδ τηε Γλιττερ ανδ Ρεγρετ:  

Ρεασσεσσινγ Ηεδγε Φυνδσ� Ρολε ιν Ασσετ Αλλοχατιον.�

ςιδεο: Ιν τηε Σποτλιγητ−Ταργετ Dατε Φυνδσ Λορι Λυχασ δισχυσσ−

εσ σοmε οφ τηε τρενδσ τηατ αρε χαυσινγ ταργετ δατε φυνδσ το ηαϖε 

λοωερ φεεσ.

ΕΣΓ Ιντερεστ ανδ Ιmπλεmεντατιον Συρϖεψ Ρεσυλτσ οφ Χαλλαν�σ 

τηιρδ αννυαλ συρϖεψ το ασσεσσ τηε στατυσ οφ ΕΣΓ φαχτορ ιντεγρα−

τιον ιν τηε Υ.Σ. ινστιτυτιοναλ mαρκετ.

DΧ Οβσερϖερ, 3ρδ Θυαρτερ 2015 Χοϖερ στορψ: Μεετινγ τηε Χηαλ−

λενγε οφ Μαναγεδ Αχχουντ Σελεχτιον ανδ Εϖαλυατιον.

Γραδινγ τηε Πενσιον Προτεχτιον Αχτ, Τεν Ψεαρσ Λατερ: Συχ−

χεσσ Στοριεσ ανδ Νεαρ Μισσεσ  Χαλλαν γραδεσ τηε περφορmανχε 

οφ νινε κεψ ΠΠΑ προϖισιονσ οϖερ τηε παστ δεχαδε, λιστινγ τηεm 

φροm λεαστ το mοστ εφφεχτιϖε.

Πριϖατε Μαρκετσ Τρενδσ, Φαλλ 2015 Γαρψ Ροβερτσον συmmα−

ριζεσ τηε mαρκετ ενϖιρονmεντ, ρεχεντ εϖεντσ, περφορmανχε, ανδ 

οτηερ ισσυεσ ινϖολϖινγ πριϖατε εθυιτψ.

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

4τη Θυαρτερ 2015

2015 Αλτερνατιϖε Ινϖεστmεντσ Συρϖεψ

Οβσερϖατιονσ φροm Υ.Σ. Ινστιτυτιοναλ Ινϖεστορσ

ΧΑΛΛΑΝ 

ΙΝςΕΣΤΜΕΝΤΣ 

ΙΝΣΤΙΤΥΤΕ

  
Συρϖεψ

Ενϖιρονmενταλ, σοχιαλ, ανδ γοϖερνανχε (ΕΣΓ) ισσυεσ αρε θυιχκλψ 

εϖολϖινγ ιν mυλτιπλε διmενσιονσ, ινχλυδινγ τηε ρεγυλατορψ ατmο−

σπηερε. Ιν τηισ χηαρτιχλε, Χαλλαν λοοκσ ατ ΕΣΓ φροm τηε περσπεχ−

τιϖεσ οφ Υ.Σ. ασσετ οωνερσ ανδ γλοβαλ ινϖεστmεντ mαναγερσ. Wε 

present key indings from two independent surveys: on the front, 
Υ.Σ. ινϖεστορσ� ινχορπορατιον οφ ΕΣΓ φαχτορσ, ανδ ον τηε ρεϖερσε, 

ινϖεστmεντ mαναγερσ� υτιλιζατιον οφ ΕΣΓ χονσιδερατιονσ. 

Ιν Οχτοβερ 2015, τηε Dεπαρτmεντ οφ Λαβορ ισσυεδ αν ιντερπρετιϖε 

βυλλετιν το χλαριφψ τηατ χονσιδερατιον οφ ΕΣΓ φαχτορσ χαν βε αχχεπτ−

αβλε υνδερ τηε ριγητ χιρχυmστανχεσ. Τηισ γυιδανχε ωασ ισσυεδ 

αφτερ ουρ συρϖεψ ωασ χονδυχτεδ ιν Σεπτεmβερ 2015, βυτ χουλδ 

αφφεχτ φυτυρε συρϖεψ ρεσυλτσ. Wε συρϖεψεδ Υ.Σ.−βασεδ ινστιτυτιοναλ 

ασσετ οωνερσ το ασσεσσ αττιτυδεσ τοωαρδ ρεσπονσιβλε ανδ συσταιν−

αβλε ινϖεστmεντ. Μορε τηαν 240 υνιθυε ινστιτυτιοναλ φυνδσ τηατ 

ρεπρεσεντ αππροξιmατελψ ∃2.4 τριλλιον ιν ασσετσ ρεσπονδεδ. Χοm−

paring indings to our irst annual survey in 2013, we note growing 
ινχορπορατιον οφ ΕΣΓ φαχτορσ ιν ινϖεστmεντ δεχισιον mακινγ. 

Τοπ Ρεασονσ φορ Ινχορπορατινγ ΕΣΓ Τοπ Ρεασονσ Αγαινστ Ινχορπορατινγ ΕΣΓ

Ινϖεστορσ Ινχορπορατινγ ΕΣΓ Φαχτορσ (2013 ϖσ. 2015)

0% 60%

We expect to achieve an improved
risk profile without sacrificing return

My fund must consider ESG factors as
part of our fiduciary responsibility

 My fund has other goals besides
maximizing risk-adjusted returns,

 and we believe that ESG factors can
 help us attain these other goals

The fund's Investment Policy Statement
dictates that we consider ESG factors 49%

38%

39%

35%

ΕΣΓ Φαχτορσ:  

Υ.Σ. Ινϖεστορ Υσαγε Crystalizes

Χηανγεσ το Υ.Σ. Ινϖεστορ ςιεωσ ον ΕΣΓ (Στρονγλψ αγρεε ορ αγρεε) 

Λοοκ φορ τηε φυλλ ρεσυλτσ οφ τηισ συρϖεψ ατ ωωω.χαλλαν.χοm/ρεσεαρχη/

2013 2015

22%

29%

2013 2015
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27%

31%
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31%
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23%

17%6% 12%

Οϖεραλλ, ΕΣΓ φαχτορσ 
αρε οφ εθυαλ ορ γρεατερ 
ιmπορτανχε ασ τραδιτιοναλ 
φυνδαmενταλ φαχτορσ 
(such as proitability 
ανδ ϖαλυατιον) ωηεν 
εϖαλυατινγ χοmπανιεσ

ΕΣΓ ινϖεστινγ ισ α 
σηορτ−τερm τρενδ

Ενγαγεmεντ ισ 
mορε εφφεχτιϖε 
τηαν διϖεστmεντ

20152013

Our latest survey results reveal ESG incorporation rates increased from 22% in 2013 to 
29% ιν 2015 αmονγ Υ.Σ.−βασεδ ινστιτυτιοναλ ινϖεστορσ. Ελεϖεν περχεντ οφ ρεσπονδεντσ τηατ 

ηαϖε νοτ ινχορπορατεδ ΕΣΓ αρε χονσιδερινγ δοινγ σο, ον παρ ωιτη πρεϖιουσ ψεαρσ.

  

Βψ φυνδ τψπε, φουνδατιονσ ανδ ενδοωmεντσ have the highest rates of ESG adoption at 39% 
and 37%, respectively. Πυβλιχ φυνδ υσαγε οφ ΕΣΓ φαχτορσ ηασ νεαρλψ δουβλεδ ιν τηε παστ τωο 

years, from 15% in 2013 to 27% in 2015. Χορπορατε funds were lat overall at 15%, but reveal 
substantial differences when plan type is considered. Corporate deined beneit plans have a 
mere 7% ESG incorporation rate, while nearly one-quarter of deined contribution plans (24%) 
ηαϖε υτιλιζεδ ΕΣΓ.

Incorporation of ESG factors increases with fund size; 35% of funds larger than $20 billion 
υσε ΕΣΓ ιν σοmε ασπεχτ οφ ινϖεστmεντ δεχισιον mακινγ. Τοπ ρεασονσ χιτεδ βψ τηοσε τηατ δο 

ινχορπορατε ΕΣΓ ανδ τηοσε τηατ δο νοτ ηαϖε χηανγεδ λιττλε ιν τηε παστ τηρεε ψεαρσ.

Ινχορπορατιον Ρατεσ βψ Φυνδ Σιζε

 Crystalizes

Ιτ ισ υνχλεαρ ωηατ τηε 

ϖαλυε προποσιτιον ισ
47%

Ι ηαϖε νοτ σεεν αmπλε 

ρεσεαρχη τψινγ ΕΣΓ φαχτορσ 

το ουτπερφορmανχε

45%

Μψ φυνδ ωιλλ νοτ χονσιδερ ανψ φαχτορσ 

that are not purely inancial in our 

ινϖεστmεντ δεχισιον mακινγ

39%



�Wε τηινκ τηε βεστ ωαψ το λεαρν σοmετηινγ ισ το τεαχη ιτ. 

Εντρυστινγ χλιεντ εδυχατιον το ουρ χονσυλταντσ ανδ σπεχιαλιστσ 

ενσυρεσ τηατ τηεψ ηαϖε α τοταλ χοmmανδ οφ τηειρ συβϕεχτ 

mαττερ. Τηισ ισ ονε ρεασον ωηψ εδυχατιον ανδ ρεσεαρχη ηαϖε 

been cornerstones of our irm for more than 40 years.” 

Ρον Πεψτον, Χηαιρmαν ανδ ΧΕΟ

Χαλλαν Ινϖεστmεντσ Ινστιτυτε ανδ τηε �Χαλλαν Χολλεγε�

 

Εϖεντσ

Μισσ ουτ ον α Χαλλαν χονφερενχε ορ ωορκσηοπ? Εϖεντ συmmα−

ριεσ ανδ σπεακερσ� πρεσεντατιονσ αρε αϖαιλαβλε ον ουρ ωεβσιτε:  

ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/ΧΙΙ/ 

Τηε Νατιοναλ Χονφερενχε, το βε ηελδ ϑανυαρψ 25�27 ιν Σαν Φραν−

χισχο, χονσιστσ οφ γενεραλ σεσσιονσ ωιτη πρεσεντατιονσ βψ ωορλδ, πο−

λιτιχαλ, αρτσ, σχιενχε, ανδ ινϖεστmεντ ινδυστρψ σπεακερσ. Τηε γενεραλ 

σεσσιονσ αρε φολλοωεδ βψ σmαλλερ βρεακουτ σεσσιονσ ον τιmελψ ιν−

δυστρψ τοπιχσ λεδ βψ Χαλλαν σπεχιαλιστσ. Αττενδεεσ ινχλυδε πλαν/φυνδ 

σπονσορσ, ινϖεστmεντ mαναγερσ, ανδ Χαλλαν ασσοχιατεσ. 

Σαϖε τηε δατε φορ ουρ Ρεγιοναλ Wορκσηοπσ: ϑυνε 28 ιν Ατλαντα, 

ϑυνε 29 ιν Σαν Φρανχισχο, Οχτοβερ 25 ιν Νεω Ψορκ, ανδ Οχτοβερ 

26 ιν Χηιχαγο. Αλσο mαρκ ψουρ χαλενδαρσ φορ ουρ φαλλ Ινϖεστmεντ 

Μαναγερ Χονφερενχε, Σεπτεmβερ 11−13.

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

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ, βεττερ κνοων ασ τηε �Χαλλαν 

Χολλεγε,� προϖιδεσ α φουνδατιον οφ κνοωλεδγε φορ ινδυστρψ προφεσ−

σιοναλσ ωηο αρε ινϖολϖεδ ιν τηε ινϖεστmεντ δεχισιον−mακινγ προ−

cess. It was founded in 1994 to provide clients and non-clients alike 
ωιτη βασιχ− το ιντερmεδιατε−λεϖελ ινστρυχτιον. Ουρ νεξτ σεσσιον ισ:

Ιντροδυχτιον το Ινϖεστmεντσ

Ατλαντα, ΓΑ, Απριλ 19�20, 2016

Σαν Φρανχισχο, ΧΑ, ϑυλψ 19�20, 2016

Χηιχαγο, ΙΛ, Οχτοβερ 18�19, 2016

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−

διϖιδυαλσ ωηο ηαϖε λεσσ τηαν τωο ψεαρσ οφ εξπεριενχε ωιτη ασσετ−

mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τυιτιον φορ 

τηε Ιντροδυχτορψ �Χαλλαν Χολλεγε� σεσσιον ισ ∃2,350 περ περσον. 

Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, βρεακφαστ ανδ λυνχη ον 

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

Χυστοmιζεδ Σεσσιονσ

Τηε �Χαλλαν Χολλεγε� ισ εθυιππεδ το χυστοmιζε α χυρριχυλυm το 

meet the training and educational needs of a speciic organization.
Τηεσε ταιλορεδ σεσσιονσ ρανγε φροm βασιχ το αδϖανχεδ ανδ χαν 

take place anywhere—even at your ofice.

Λεαρν mορε ατ ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/χολλεγε/ ορ 

χονταχτ Κατηλεεν Χυννιε: 415.274.3029 / χυννιε≅χαλλαν.χοm

Υνιθυε πιεχεσ οφ ρεσεαρχη τηε 

Ινστιτυτε γενερατεσ εαχη ψεαρ50+

Τοταλ αττενδεεσ οφ τηε �Χαλλαν 

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 Callan’s Investment Manager Clients 

Confidential – For Callan Client Use Only 
 
Callan takes its fiduciary and disclosure responsibilities to clients very seriously. We recognize that there are numerous potential conflicts of interest 
encountered in the investment consulting industry and that it is our responsibility to manage those conflicts effectively and in the best interest of our 
clients.  At Callan, we employ a robust process to identify, manage, monitor and disclose potential conflicts on an on-going basis.   
 
The list below is an important component of our conflicts management and disclosure process.  It identifies those investment managers that pay Callan 
fees for educational, consulting, software, database or reporting products and services.  We update the list quarterly because we believe that our fund 
sponsor clients should know the investment managers that do business with Callan, particularly those investment manager clients that the fund sponsor 
clients may be using or considering using. Please refer to Callan’s ADV Part 2A for a more detailed description of the services and products that Callan 
makes available to investment manager clients through our Institutional Consulting Group, Independent Adviser Group and Fund Sponsor Consulting 
Group.  Due to the complex corporate and organizational ownership structures of many investment management firms, parent and affiliate firm 
relationships are not indicated on our list.  
 
Fund sponsor clients may request a copy of the most currently available list at any time. Fund sponsor clients may also request specific information 
regarding the fees paid to Callan by particular fund manager clients.  Per company policy, information requests regarding fees are handled exclusively 
by Callan’s Compliance Department. 
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Manager Name 
1607 Capital Partners, LLC 
Aberdeen Asset Management 
Acadian Asset Management, Inc. 
Advisory Research 
Affiliated Managers Group 
AllianceBernstein 
Allianz Global Investors U.S. LLC 
Allianz Life Insurance Company of North America 
AlphaOne Investment Services 
American Century Investment Management 
Analytic Investors 
Apollo Global Management 
AQR Capital Management 
Ares Management 
Ariel Investments 
Aristotle Capital Management 
Artisan Partners Limited 
Atlanta Capital Management Co., L.L.C. 
AXA Rosenberg Investment Management 
Babson Capital Management LLC 
Bailard 
Baillie Gifford Overseas Limited  
Baird Advisors 
Bank of America 
Baring Asset Management 
Baron Capital Management 
BlackRock 
Blue Vista Capital Management 
BMO Asset Management 
BNP Paribas Investment Partners 
BNY Mellon Asset Management 
Boston Company Asset Management, LLC (The) 
Boston Partners  
Brandes Investment Partners, L.P. 
Brandywine Global Investment Management, LLC 
Brown Brothers Harriman & Company 
Cadence Capital Management 

Manager Name 
Calamos Advisors 
Capital Group 
CastleArk Management, LLC 
Causeway Capital Management 
Champlain Investment Partners 
Channing Capital Management, LLC 
Charles Schwab Investment Management 
Chartwell Investment Partners 
ClearBridge Investments, LLC (fka ClearBridge Advisors) 
Cohen & Steers 
Columbia Management Investment Advisors, LLC 
Columbus Circle Investors 
Corbin Capital Partners 
Cornerstone Investment Partners, LLC 
Cramer Rosenthal McGlynn, LLC 
Crawford Investment Council 
Credit Suisse Asset Management 
Crestline Investors 
Cutwater Asset Management 
DDJ Capital Management 
DE Shaw Investment Management LLC 
Delaware Investments 
DePrince, Race & Zollo, Inc. 
Deutsche Asset  & Wealth Management 
Diamond Hill Investments 
Duff & Phelps Investment Mgmt. 
Eagle Asset Management, Inc. 
EARNEST Partners, LLC 
Eaton Vance Management 
EnTrust Capital Inc. 
Epoch Investment Partners 
Fayez Sarofim & Company 
Federated Investors 
Fidelity Institutional Asset Management 
First Eagle Investment Management 
First Hawaiian Bank Wealth Management Division 
First State Investments 
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Manager Name 

Fisher Investments 

FLAG Capital Management 

Fort Washington Investment Advisors, Inc. 

Franklin Templeton   

Fred Alger Management Co., Inc. 

Fuller & Thaler Asset Management 

GAM (USA) Inc. 

GE Asset Management 

Goldman Sachs Asset Management 

Grand-Jean Capital Management 

GMO (fka Grantham, Mayo, Van Otterloo & Co., LLC) 

Gresham Investment Management, LLC 

Guggenheim Investments Asset Management (fka Security Global) 

Harbor Capital 

Harding Loevner LP 

Harrison Street Real Estate Capital 

Hartford Funds 

Hartford Investment Management Co. 

Henderson Global Investors 

Hotchkis & Wiley 

HSBC Global Asset Management 

Income Research & Management 

Insight Investment Management 

Institutional Capital LLC 

INTECH Investment Management 

Invesco 

Investec Asset Management 

Janus Capital Group (fka Janus Capital Management, LLC) 

Jensen Investment Management 

J.P. Morgan Asset Management 

KeyCorp 

Kopernik Global Investors 

Lazard Asset Management 

LMCG Investments (fka Lee Munder Capital Group) 

Legal & General Investment Management America 

Lincoln National Corporation 

Logan Circle Partners, L.P. 

The London Company 

Longview Partners 

Loomis, Sayles & Company, L.P. 

Lord Abbett & Company 

Los Angeles Capital Management 

LSV Asset Management 

Lyrical Partners 

MacKay Shields LLC 

Man Investments 

Manulife Asset Management 

Martin Currie 

Marvin & Palmer Associates, Inc. 

MFS Investment Management 

MidFirst Bank 

Millstreet Capital Management 

Mondrian Investment Partners Limited 

Montag & Caldwell, Inc. 

Morgan Stanley Investment Management 

Mountain Lake Investment Management LLC 

MUFG Union Bank, N.A. 

Neuberger Berman, LLC (fka, Lehman Brothers) 

Newton Capital Management 

Northern Lights Capital Group 

Manager Name 

Northern Trust Asset Management 

Nuveen Investments Institutional Services Group LLC 

Old Mutual Asset Management 

OppenheimerFunds, Inc. 

Pacific Investment Management Company 

Palisade Capital Management LLC 

PanAgora Asset Management 

Paradigm Asset Management 

Parametric Portfolio Associates 

Peregrine Capital Management, Inc. 

PineBridge Investments (formerly AIG) 

Pinnacle Asset Management 

Pioneer Investment Management, Inc. 

PNC Capital Advisors, LLC (fka Allegiant Asset Mgmt) 

Principal Global Investors 

Private Advisors 

Prudential Investment Management, Inc. 

Putnam Investments, LLC 

Pyramis Global Advisors 

Pzena Investment Management, LLC 

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

Regions Financial Corporation 

Riverbridge Partners LLC 

Rothschild Asset Management, Inc. 

Royce & Associates 

RS Investments 

Russell Investment Management 

Santander Global Facilities 

Schroder Investment Management North America Inc. 

Scout Investments 

SEI Investments 

SEIX Investment Advisors, Inc. 

Smith Graham and Company 

Smith Group Asset Management 

Standard Life Investments 

Standish (fka, Standish Mellon Asset Management) 

State Street Global Advisors 

Stone Harbor Investment Partners, L.P. 

Systematic Financial Management 

T. Rowe Price Associates, Inc. 

Taplin, Canida & Habacht 

TIAA-CREF 

TCW Asset Management Company 

Tocqueville Asset Management 

UBS Asset Management 

Van Eck 

Versus Capital Group 

Victory Capital Management Inc. 

Vontobel Asset Management 

Voya Investment Management (fka ING) 

Waddell & Reed Asset Management Group 

WCM Investment Management 

WEDGE Capital Management 

Wellington Management Company, LLP 

Wells Capital Management 

Wells Fargo Private Bank 

Western Asset Management Company 

Westwood Management Corp. 

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

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

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

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

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

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

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

so. Advice pertaining to the merits of individual securities and derivatives should be discussed with a third party securities expert. Copyright 2016 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 December 31, 2015
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(64)

10th Percentile 7.45 6.42 (0.19) 0.41 4.48 0.11
25th Percentile 6.38 5.66 (0.34) (0.81) 3.58 0.08

Median 4.72 4.65 (0.45) (1.18) 2.95 0.04
75th Percentile 2.77 3.52 (0.65) (1.36) 2.09 0.01
90th Percentile 0.91 2.59 (0.87) (1.88) 0.32 (0.01)

Index 7.04 4.71 (0.57) (1.38) 2.91 0.03

Range of Separate Account Manager Returns by Asset Class
One Year Ended December 31, 2015
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90th Percentile (7.65) (4.95) (0.06) (9.20) 4.41 0.12

Index 1.38 (0.81) 0.55 (5.54) 13.33 0.05
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Λεϖελ ατ 35,000 Φεετ  

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

Dεχελερατινγ φροm 2014�σ 

ηιγη−ϖελοχιτψ mαρκετ, 

mοστ πριϖατε εθυιτψ mεα−

sures were lat-to-down in 2015—
αλβειτ ατ ρελατιϖελψ ηιγη αβσολυτε 

measures. While the irst half of the 
year was strong, the second half 
showed a notable pullback. 

 

Τεχη Τακεσ Οϖερ   

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ

Νον−Υ.Σ. mαρκετσ ωερε 

propped by surging 
mεργερ αχτιϖιτψ, ροβυστ 

tech sector gains, and stronger-
than-expected corporate proits dur−
ινγ τηε φουρτη θυαρτερ. Αλτηουγη τηε 

ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ 

(+0.73%) βαρελψ βροκε εϖεν, τηε 

developed ΜΣΧΙ Wορλδ εξ ΥΣΑ 

Ινδεξ ροσε 3.91%.

 

Υνδερ Πρεσσυρε 

ΗΕDΓΕ ΦΥΝDΣ

Γροωινγ υνεασε ωιτη 

εχονοmιχ χηανγε ισ εϖι−

dent in the capital mar−
kets. Commodity prices slid fur−
ther, led by oil, as China struggled 
with its centrally planned shift to a 
consumer-driven economy. 

 

Χηασινγ τηε Μαρκετ

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

Αλmοστ τηρεε−φουρτησ οφ 

τηε ασσετ χλασσεσ ιν τηε 

DC Index experienced 
net outlows in the third quarter. 
But for the irst time in two years, 
stable value experienced net 
inlows.

Α Στραιγητ βυτ  

Βυmπψ Ροαδ

ΡΕΑΛ ΕΣΤΑΤΕ

Τηε ΝΧΡΕΙΦ Προπερτψ 

Ινδεξ advanced 2.91%. 
Τηε θυαρτερ σαω 210 

asset trades, representing $11.3 
βιλλιον οφ τρανσαχτιοναλ ϖολυmε, 

comfortably ahead of the $5.1 bil−
lion 10-year average and the prior 
10-year peak of $8.7 billion in the 
second quarter of 2007.

Α Ροχκψ Ροαδ  

το Ρεϖιϖαλ

ΦΥΝD ΣΠΟΝΣΟΡ

Despite preceding quar−
ters marked with volatil−
ity, equities displayed a 

brief revival. Endowment/founda−

tions and public funds performed 
well, ahead of other fund types. 
Χορπορατε πλανσ σαω α σmαλλ 

improvement in funded ratio over 
both the quarter and the year. 

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ 

Φουρτη 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

-0.57%

-1.38%

2.91%

-0.12%

0.03%

-10.55%

6.27%

3.30%

0.73%

 

Βαχκ ιν Βλαχκ   

Υ.Σ. ΕΘΥΙΤΨ

Wιτη τηε στρονγεστ θυαρ−

τερ οφ τηε ψεαρ (+7.04%), 

τηε Σ&Π 500 Ινδεξ ωασ 

able to inish 2015 in the black 
(+1.38%.) All capitalization ranges 
advanced, though larger per−
formed better for the second con−

σεχυτιϖε θυαρτερ (Ρυσσελλ 1000 

Ινδεξ: +6.50% and Ρυσσελλ 2000 

Ινδεξ: +3.59%).

Υνωαρραντεδ  

Πεσσιmισm?  

ΕΧΟΝΟΜΨ

Τηε γλοβαλ εχονοmψ 

seemed to improve as 
2015 unfolded, but mar−

ket sentiment turned sharply nega−

tive as the year drew to a close. 
Moderate growth continued through 
the third and fourth quarters, par−
ticularly in the U.S., and GDP grew 
2.4% φορ τηε ψεαρ.

6
Π Α Γ Ε

2
Π Α Γ Ε

19
Π Α Γ Ε

 

Τακε Ιτ Εασψ

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ

Bond markets stut−
tered in the U.S. after 
the Federal Reserve 

announced a rate increase. The 
yield curve lattened and spreads 
were mixed. The Βαρχλαψσ 

Αγγρεγατε Ινδεξ dropped 0.57%; 
τηε Βαρχλαψσ Χορπορατε Ηιγη 

Ψιελδ Ινδεξ slumped 2.07%.

9
Π Α Γ Ε

4
Π Α Γ Ε

 

Σλιπ �ν Σλιδε

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ 

The U.S. dollar contin−

ued its appreciation as 
the benchmark’s hedged 

equivalent returned 0.58% for the 
quarter and 1.55% for the year.  The 
Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ 

Βονδ Ινδεξ declined 1.38% for the 
quarter and 5.54% for the year. 

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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Υνωαρραντεδ Πεσσιmισm? 

ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

The global economy seemed to improve as 2015 unfolded, but 
market sentiment turned sharply negative as the year drew to a 
close. Is this pessimism warranted? The data instead suggests 
that moderate growth continued through the third and fourth 
θυαρτερσ, παρτιχυλαρλψ ιν τηε Υ.Σ. Αφτερ α σλοω σταρτ το τηε ψεαρ, 

real GDP in the U.S. grew 3.9% in the second quarter and 2.0% 
in the third. GDP growth slowed to just 0.7% in the fourth quar−
ter, pulled down by an inventory cycle, the plunge in energy-
sector capital spending, and pain in the manufacturing sector 
and exports in general due to a strong dollar. Solid growth in 
consumer spending and housing provided enough of a sound 
foundation to ight these headwinds and keep the U.S. economy 
on a modest growth path. GDP grew 2.4% for the year, matching 
2014. Growth in non-U.S. developed markets is relatively weak 
but continued to irm up; both Japan and Europe reported GDP 
growth of 1.6% in the third quarter. 

Consumer spending in the U.S. has been supported by solid 
gains in the job market, real disposable income, and a recovery 
in housing asset values. December saw a gain of 292,000 jobs, 
the highest monthly gain in 2015. Payrolls climbed by 2.65 mil−
λιον οϖερ τηε ψεαρ φορ αν αϖεραγε οφ 221,000. Υνεmπλοψmεντ φελλ 

to 5.0% in October and held steady through December, as the 
labor force surged. With the Fed focused on unemployment and 
the labor force, the December jobs report certainly supported 
the Fed’s decision to raise interest rates. As the year drew to 
a close, the outlook for consumers was positive, and will likely 
remain so. The University of Michigan’s Index of Consumer 
Conidence slipped from a reading of 98 at the start of 2015 to 
87 in the third quarter when global equity markets were roiled by 
China, but conidence surged back to a reading of 93 through 
the last three months of the year. For reference, a reading above 
80 suggests a positive outlook by consumers. Real disposable 
(after-tax) income grew an estimated 3.6% in 2015, fueling a 
2.2% rise in consumption spending. Auto sales surged to 17.4 
million units in 2015, up from 16.4 million in 2014 and 14.4 mil−
lion in 2012. Pent-up demand may inally be close to satisied.

Consumers clearly beneitted from falling energy prices. 
Lower gasoline prices provide an effective boost to disposable 
income. Oil peaked at $135 per barrel in July 2008, started 
2015 at $52, and closed the year at $38 (the Brent crude spot 
price). The impact of energy on the measure of inlation is sig−

niicant. U.S. Core CPI, which excludes energy and food, stood 
at 2.25% for December (measured year-over-year). Headline 
CPI, which includes energy, held near zero for most of the 
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Υ.Σ. ΕΧΟΝΟΜΨ (Continued)

year. Once energy prices stabilize, we expect they will cease 
to have the same disinlationary impact and will begin to add 
volatility to headline CPI. Similar forces are affecting Europe, 
where headline inlation is also close to zero; much of periph−

eral Europe is mired in delation.

The rise in the value of the dollar has complicated the measure 
of price inlation for consumers. Versus a trade-weighted basket 
of major currencies, the dollar was up approximately 10% over 
the course of 2015. Prices of imports fell for consumers, adding 
to disinlationary pressures. On the other hand, exports become 
more expensive, and U.S. manufacturing has clearly suffered 
from the dollar’s upward move. The ISM Index for manufactur−
ing fell to 48.2 in December, its lowest level since June 2009. 
A reading below 50 suggests contraction in activity. Adding to 
the pressure on manufacturing from a strong dollar, inventories 
were built earlier in 2015 and in 2014 in anticipation of stron−

ger global growth, and these inventories are now being worked 
down, further reducing the need for manufacturing output. The 
ISM Index for non-manufacturing remained above 50, with a 
reading of 55.3 in December, but this is the lowest level in almost 
τωο ψεαρσ.

On balance, the economic data show modest growth continuing 
ιν τηε Υ.Σ., αλτηουγη τηε ρατε ισ συβσταντιαλλψ βελοω τηατ οφ πρεϖι−

ous recoveries. GDP growth has averaged close to 2.2% since 
2010, compared to the 3% or higher achieved in the past.

 

Τηε Λονγ−Τερm ςιεω  

2015

4τη Θτρ

Περιοδσ ενδεδ Dεχεmβερ 31, 2015

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

Υ.Σ. Εθυιτψ

Russell 3000 6.27 0.48 12.18 7.35 10.03

S&P 500 7.04 1.38 12.57 7.31 9.82

Russell 2000 3.59 −4.41 9.19 6.80 10.50

Νον−Υ.Σ. Εθυιτψ

ΜΣΧΙ ΕΑΦΕ 4.71 -0.81 3.60 3.03 5.40

ΜΣΧΙ Εmεργινγ Μαρκετσ 0.73 −14.60 −4.47 3.95 8.63

S&P ex-U.S. Small Cap 5.21 5.92 5.51 5.33 6.80

Φιξεδ Ινχοmε

Βαρχλαψσ Αγγρεγατε -0.57 0.55 3.25 4.51 6.15

90−Dαψ Τ−Βιλλ 0.03 0.05 0.07 1.24 2.93

Barclays Long G/C −0.94 −3.30 6.98 6.45 8.08

Χιτι Νον−Υ.Σ. Γοϖτ -1.38 -5.54 −1.30 3.05 5.37

Ρεαλ Εστατε

NCREIF Property 2.91 13.33 12.18 7.76 8.05

FTSE NAREIT Equity 7.26 3.20 11.96 7.41 12.13

Αλτερνατιϖεσ

CS Hedge Fund −0.12 −0.71 3.55 4.97 �

Cambridge PE* � 11.38 16.03 12.65 15.73

Bloomberg Commodity -10.52 −24.66 −13.47 −6.43 �

Gold Spot Price −4.93 −10.46 -5.70 7.41 4.02

Inlation – CPI-U −0.60 0.73 1.53 1.86 2.30

*Private equity data is time-weighted return for periods ended June 30, 2015.

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

Investment Group, Standard & Poor’s, Thomson/Cambridge, Bureau of  Economic 

Analysis.

Ρεχεντ Θυαρτερλψ Ινδιχατορσ

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

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

Nonfarm Business–Productivity Growth -0.5%* 2.2% 3.5% −1.1% −2.2% 3.1% 2.8% -3.5%

GDP Growth 0.7% 2.0% 3.9% 0.6% 2.1% 4.3% 4.6% −0.9%

Manufacturing Capacity Utilization 76.1% 76.3% 75.9% 75.9% 76.2% 75.7% 75.1% 74.2%

Consumer Sentiment Index (1966=100)  91.3  90.8  94.2  95.5  89.8  83.0  82.8  80.9 

*Estimate.

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, IHS Economics, Reuters/University of  Michigan.
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Α Ροχκψ Ροαδ το Ρεϖιϖαλ 

ΦΥΝD ΣΠΟΝΣΟΡ |  Rufash Lama

Despite preceding quarters marked with volatility, global equi−
ties displayed a brief revival, particularly in October. Central 
banks in Japan and Europe afirmed their decision to increase 
accommodative policies to support their respective economies. 
For the quarter, U.S. equity markets edged ahead of non-U.S. 
(Ρυσσελλ 3000 Ινδεξ: +6.27%, ΜΣΧΙ ΕΑΦΕ Ινδεξ: +4.71%) 

while both U.S. and non-U.S. ixed income markets retreated 
(Βαρχλαψσ Αγγρεγατε Ινδεξ: -0.57%, Χιτι Νον−Υ.Σ. Wορλδ 

Γοϖερνmεντ Βονδ Ινδεξ: -1.38%). 

Performance varied, albeit marginally, for the different fund 
types. Endowment/foundations and public funds performed 
well, leading across all percentiles. Corporate plans, although 
positive, trailed the other plan types. We have observed a con−

tinued divergence between different asset owners as corporate 
plans seek to de-risk. While performance dispersion was mod−

est, in the 90th percentile public plans surpassed corporate 
πλανσ βψ 1.10%.

Following December’s interest rate hike, bond strategies saw 
substantial outlows on concerns about high-yield issuers, to the 
dismay of corporate plans. Corporate plans saw a small improve−

ment in funded ratio over both the last quarter and the year. The 
median and average funded status of U.S. corporate deined 

beneit plans were 82.7% and 83.0%, respectively, based on a 
peer group* of seven different funded ratio measures. Over the 
ψεαρ, λιαβιλιτιεσ φελλ ασ ιντερεστ ρατεσ ροσε, ωηιλε ασσετ ρετυρνσ ιν 

both equity and ixed income were lat. 

Endowment/foundations performed well due to an overweight 
to U.S. stocks and relatively low exposure to U.S. ixed income. 
Despite trailing in the 10- and 15-year periods, Taft Hartley 
plans have performed best in the three- and ive-year periods 
primarily due to their relatively high exposure to real estate and 
λοω εξποσυρε το νον−Υ.Σ. εθυιτιεσ. 

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

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

Πυβλιχ Dαταβασε 2.96 0.33 7.50 6.99 5.78 5.64

Χορπορατε Dαταβασε 2.35 −0.97 6.33 6.95 5.89 5.64

Ενδοωmεντσ/Φουνδατιονσ Dαταβασε 2.95 −0.75 6.58 6.21 5.55 5.46

Ταφτ−Ηαρτλεψ Dαταβασε 2.78 1.15 8.02 7.31 5.51 5.38

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

Ασσετ Αλλοχατορ Στψλε 3.04 −1.07 7.85 7.45 6.15 5.92

Υ.Σ. Βαλανχεδ Dαταβασε 2.98 −0.89 7.34 6.71 5.76 5.70

Γλοβαλ Βαλανχεδ Dαταβασε 1.67 −1.88 4.65 5.07 5.25 6.73

60% Russell 3000 + 40% Barclays Agg 3.53 0.66 9.40 8.82 6.65 5.70

60% MSCI World + 40% Barclays Glbl Agg 2.93 −1.61 5.05 5.02 4.76 4.62

* The peer group includes funded ratio measures provided by large, institutional investment and actuarial consultants, as well as investment management firms. 

**Returns less than one year are not annualized.

Sources: Callan, Barclays, MSCI, Russell Investment Group.
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2%

3%

4%

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

 10th Percentile  3.70 3.61 3.91 3.75

 25th Percentile  3.35 3.08 3.53 3.31

 Median  2.96 2.35 2.95 2.78

 75th Percentile  2.44 1.63 2.24 2.32

 90th Percentile  1.78 0.68 1.47 1.67

Source: Callan

Χαλλαν Φυνδ Σπονσορ Ρετυρνσ φορ τηε Θυαρτερ



5Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

ΦΥΝD ΣΠΟΝΣΟΡ (Continued)

As of the most recent quarter, all fund types have displayed 
performance within a 5–6% range over longer time frames. A 
U.S.-focused benchmark of 60% Russell 3000 + 40% Barclays 
Aggregate (+3.53%) now outperforms the broader, 60% MSCI 

World + 40% Barclays Global Aggregate (+2.93%) benchmark 
over multiple time periods. Callan’s U.S. Balanced Database 
group has outperformed the Global Balanced Database group 
in all periods except 15 years. 

*Latest median quarter return.

Source: Callan
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0.5%
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2.1%
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Source: Callan



6

Source: Russell Investment Group 

Βαχκ ιν Βλαχκ 

Υ.Σ. ΕΘΥΙΤΨ |  Λαυρεν Ματηιασ, ΧΦΑ 

Αλτηουγη τηε φουρτη θυαρτερ ωασ τηε στρονγεστ οφ τηε ψεαρ, τηε 

journey was volatile. October proved to be a welcome turn−

around after a stumbling third quarter as U.S. indices landed 
one of their strongest single months since the inancial crisis 
(Σ&Π 500 Ινδεξ: +8.44% in October). Yet a slowing Chinese 
economy, other weak emerging markets, commodity price 
declines, and the strength of the U.S. dollar led to a middling 
November and disappointing December. Despite this, the U.S. 
Federal Reserve deemed the U.S. economy to be in a strong 
enough position for a rate increase, citing improved labor mar−
ket conditions and subdued inlation. The price of oil continued 
to decline, and consumer conidence remained above average 
and provided a small tailwind to the market.
 

Growth continued to build its lead on value in the fourth quarter 
(Ρυσσελλ 1000 Γροωτη Ινδεξ: +7.32% and Ρυσσελλ 1000 ςαλυε 

Ινδεξ: +5.64%); over the year the difference was profound 

(+5.67% vs. -3.83%, respectively). All U.S. equity indices posted 
positive results, but larger proved better (Ρυσσελλ Μιδχαπ 

Ινδεξ: +3.62%, Ρυσσελλ 2000 Ινδεξ: +3.59%, and Ρυσσελλ 

Μιχροχαπ Ινδεξ: +3.74%). Τηε Ρυσσελλ Τοπ 50 Ινδεξ led the 
ωαψ γαινινγ 9.34%.

Large cap sectors continued their strong performance, led 
by Materials & Processing, Technology, and Health Care. In 
small cap, Energy trailed signiicantly, Health Care produced 
the strongest positive result, and only Consumer Discretionary 
showed a strong directional difference. Commodity price 
declines and slow global growth were major factors behind 
Energy’s stumble. Biotech companies led small cap Health 
Care. Active managers struggled again in such a narrow mar−
ket, especially in large cap where the S&P 500 Index total 
annual return (with dividends) would have been negative 
without three stocks: Amazon, Microsoft, and GE. Investors 

Russell 1000 Russell 2000

EnergyUtilitiesConsumer

Discretionary

Financial

Services

Producer

Durables

Consumer

Staples

Health CareTechnologyMaterials &

Processing

8.8%

4.5%

8.8%

5.9%

9.8%

7.8%

4.7%

7.4%

2.8%

5.8%

3.4%

4.9%

-2.7%

3.9%

6.0%

-0.6%

-10.6%

8.7%

Εχονοmιχ Σεχτορ Θυαρτερλψ Περφορmανχε 

Note: As of  the fourth quarter of  2015, the Capital Markets Review reports sector-specific return using the Russell Global Sectors (RGS) classification system rather than the 

Global Industry Classification Standard (GICS) system. RGS uses a three-tier classification system containing nine sectors; GICS uses a four-tier system containing ten sectors.
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Υ.Σ. ΕΘΥΙΤΨ (Continued)

preferred the safety of these and other large-cap companies. 
Equity volatility as measured by the VIX increased during the 
quarter but ended the year below average. Assets contin−

ued to low into passive funds and ETFs, further challenging 
αχτιϖε mαναγερσ. 

Τηε Υ.Σ. εθυιτψ mαρκετ ωασ γενερουσ ιν τηε φουρτη θυαρτερ, 

but for the full year four stocks were down for every three that 
rose (in the S&P 500). Despite this, broad market valuations 
remain above average, leading to questionable prospects as 
ωε εντερ 2016. 

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

 10th Percentile  9.48 7.07 6.36 4.55

 25th Percentile  8.62 6.05 5.09 3.57

 Median  7.75 5.46 3.00 2.55

 75th Percentile  6.59 4.73 0.90 1.87

 90th Percentile  5.80 3.87 -1.35 0.44

   R1000 Growth R1000 Value  R2000 Growth  R2000 Value

 Benchmark  7.32 5.64 4.32 2.88

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

Υ.Σ. Εθυιτψ Ινδεξ Χηαραχτεριστιχσ ασ οφ Dεχεmβερ 31, 2015

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

Cap Range Min ($mm)  1,360 2 149 149 2 2

Cap Range Max ($bn) 586.86 606.41 606.41 28.85 12.06 6.42

Νυmβερ οφ Ισσυεσ 504 2,968 1,018 818 2,460 1,988

% of Russell 3000 81% 100% 92% 27% 17% 8%

Wtd Avg Mkt Cap ($bn) 128.44 106.38 115.12 12.09 4.06 1.88

Price/Book Ratio 2.7 2.6 2.6 2.3 2.0 1.9

Forward P/E Ratio 16.3 16.7 16.5 17.9 18.1 18.8

Dividend Yield 2.2% 2.1% 2.1% 1.9% 1.7% 1.6%

5-Yr Earnings (forecasted) 10.3% 10.9% 10.7% 10.9% 12.1% 13.2%

Sources: Russell Investment Group, Standard & Poor’s.
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

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

Λαργε Χαπ Χορε Στψλε 6.59 1.38 15.48 12.59 7.76 5.77

Λαργε Χαπ Γροωτη Στψλε 7.75 6.43 17.03 13.23 8.65 4.82

Λαργε Χαπ ςαλυε Στψλε 5.46 −2.56 13.76 11.70 7.01 6.84

Αγγρεσσιϖε Γροωτη Στψλε 5.12 5.53 16.47 11.59 8.71 5.30

Χοντραριαν Στψλε 4.90 −4.29 13.05 11.00 6.91 7.33

Ψιελδ−Οριεντεδ Στψλε 5.78 −2.99 11.91 10.91 7.32 7.12

Russell 3000 6.27 0.48 14.74 12.18 7.35 5.39

Russell 1000 6.50 0.92 15.01 12.44 7.40 5.25

Russell 1000 Growth 7.32 5.67 16.83 13.53 8.53 4.33

Russell 1000 Value 5.64 -3.83 13.08 11.27 6.16 5.86

S&P Composite 1500 6.59 1.01 14.84 12.35 7.39 5.39

S&P 500 7.04 1.38 15.13 12.57 7.31 5.00

ΝΨΣΕ 4.11 −4.09 9.14 9.39 6.25 5.55
Dow Jones Industrials 7.70 0.21 12.66 11.30 7.75 5.80

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

Μιδ Χαπ Χορε Στψλε 3.61 0.15 15.13 12.33 8.31 9.28

Μιδ Χαπ Γροωτη Στψλε 3.04 0.28 14.04 11.02 8.69 6.88

Μιδ Χαπ ςαλυε Στψλε 3.23 −2.95 13.46 11.02 8.46 10.13

Russell Midcap 3.62 −2.44 14.18 11.44 8.00 8.15
S&P MidCap 400 2.60 -2.18 12.76 10.68 8.18 8.32

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

Σmαλλ Χαπ Χορε Στψλε 3.23 −1.80 13.86 11.38 8.04 9.88

Σmαλλ Χαπ Γροωτη Στψλε 3.00 −1.29 14.29 11.06 8.36 7.10

Σmαλλ Χαπ ςαλυε Στψλε 2.55 −3.82 12.43 10.30 7.87 10.68

Russell 2000 3.59 −4.41 11.65 9.19 6.80 7.28

S&P SmallCap 600 3.72 −1.97 13.57 11.48 8.00 8.92

ΝΑΣDΑΘ 8.71 6.96 19.80 14.97 9.72 5.75

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

Σmιδ Χαπ Βροαδ Στψλε 2.86 −0.99 13.35 11.31 8.66 9.41

Σmιδ Χαπ Γροωτη Στψλε 2.86 −0.37 13.99 11.70 8.61 8.03

Σmιδ Χαπ ςαλυε Στψλε 2.00 −3.85 11.96 9.99 8.13 10.42

Russell 2500 3.28 −2.90 12.46 10.32 7.56 8.08

S&P 1000 2.93 −2.11 13.02 10.92 8.11 8.48

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

Χονσυmερ Dισχρετιοναρψ 4.28 4.95 17.50 16.16 10.00 �

Χονσυmερ Σταπλεσ 7.72 7.96 17.46 15.28 11.93 �

Ενεργψ −0.93 −23.11 -4.56 −1.47 2.98 �

Φινανχιαλ Σερϖιχεσ 5.58 0.68 15.58 11.48 1.53 �

Health Care 8.81 7.14 24.32 20.51 11.22 �

Materials & Processing 8.32 -8.52 6.34 5.74 6.15 �

Producer Durables 6.99 -3.45 14.27 11.11 6.76 �

Τεχηνολογψ 8.57 4.04 16.86 12.29 9.46 �

Υτιλιτιεσ 4.06 −1.74 9.66 9.81 7.27 �

*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 (Continued)
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Τεχη Τακεσ Οϖερ 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ |   Ιρινα Συσηχη

Surging merger activity, robust tech sector gains, and stronger-
than-expected corporate proits drove a positive fourth quarter 
φορ νον−Υ.Σ. mαρκετσ (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Ινδεξ: +3.30%). 

Total global M&A volume in 2015 surpassed $4.3 trillion, break−

ing the previous record set in 2007. Companies were persuaded 
to sign deals by the availability of cheap debt and the desire 
to stay competitive and eficient in a slow-growth environment. 
The strengthening dollar boosted returns of international export-
oriented companies. 

Ασ ιν τηε Υ.Σ., γροωτη (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Γροωτη: +5.04%) 
fared better than value (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ ςαλυε: +1.50%). 
Τηε ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ (+0.73%) delivered paltry 
returns in comparison to its developed-market counterpart the 
ΜΣΧΙ Wορλδ εξ ΥΣΑ Ινδεξ (+3.91%). Small cap outpaced large 
cap once again due to fewer Energy holdings (ΜΣΧΙ ΑΧWΙ εξ 

ΥΣΑ Σmαλλ Χαπ Ινδεξ: +5.28%). Among sectors, Information 
Technology (+8.40%) was the darling, while Industrials (+4.67%) 
and Consumer Discretionary (+4.59%) helped with high M&A 
activity. Energy (-0.43%) and Materials (+0.36%) have now 
lagged for two straight quarters. Crude oil ended the year below 
$40 per barrel, down 17.85% for the quarter, due to unrelenting 
excess supply over global demand. 

European stocks were up for the irst two months of the quar−
ter due to investor expectations of ampliied European Central 
Bank (ECB) stimulus measures. Investors were disappointed in 
December when the central bank cut its deposit rate by only 
0.10%, and extended the existing bond-buying program by six 
months. Returns faltered, yet the ΜΣΧΙ Ευροπε Ινδεξ ended 
τηε θυαρτερ υπ 2.49%. 

Japanese stocks closed the year on a high note (ΜΣΧΙ ϑαπαν: 

+9.34%; YTD: +9.57%). The weak yen boosted automobile 
companies, and health care companies fared well due to 
robust drug pipelines. The country also completed the largest 
state asset sale since 1987 with the privatization of Japan Post 
Holdings, accompanied by ramped up stimulus measures. The 

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

 10th Percentile  7.67 6.42 4.24 8.75

 25th Percentile  6.09 5.66 2.08 7.71

 Median  5.34 4.65 1.42 6.53

 75th Percentile  4.24 3.52 0.56 5.48

 90th Percentile  3.44 2.59 -0.27 3.03

   MSCI MSCI MSCI  MSCI ACWI
  World ACWI ex USA Emg Mkts ex USA SC 

 Benchmark  5.50 3.30 0.73 5.28

Sources: Callan, MSCI 
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remainder of Southeast Asia and the Paciic also enjoyed gains 
(MSCI Paciic ex Japan Index: +8.29%). New Zealand led the 
pack, up 18.15%, due to increased tourism and the positive 
impact of Industrials and Materials. Australia thrived (+9.96%) 
on a strong inancial sector; the largest Aussie banks raised 
ηοmε−λοαν ρατεσ. 
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Μαϕορ Χυρρενχιεσ� Χυmυλατιϖε Ρετυρνσ (ϖσ. Υ.Σ. Dολλαρ)
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ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Continued)

Emerging market countries produced a spectrum of returns, 
but collectively closed slightly ahead (+0.73%). Information 
Technology (+6.46%) buoyed returns. Insecurities about U.S. 
monetary policy were assuaged by the U.S. Federal Reserve 
raising rates. China (+4.03%) was more even-tempered than 
λαστ θυαρτερ. Ιτσ χεντραλ βανκ χυτ ιντερεστ ρατεσ ονχε αγαιν, παρτ 

οφ αν ονγοινγ στρεαm οφ στιmυλυσ mεασυρεσ το φυελ χονσυmπ−

tion. China’s currency, the renminbi, will join the dollar, euro, 
pound, and yen in the International Monetary Fund’s basket 
οφ ρεσερϖε χυρρενχιεσ λατερ ιν 2016. Τηε ρεστ οφ εmεργινγ Ασια 

also had a positive quarter (ΜΣΧΙ Εmεργινγ Μαρκετσ Ασια 

Ινδεξ: +3.53%). Indonesia gained 20.87%, with signiicant 
advances in all sectors, thanks to progressive policies and 
reforms pursued by the government. 

On the negative end, Greece’s inancial woes continued 
(-18.99%). Russian stocks declined 3.99% as the economy dete−

riorated further. Emerging Europe sank 5.13%. The Middle East 
did not fare well amid ongoing political turbulence and declining 

oil prices. South Africa plummeted 10.51% with losses in the 
inancials sector and ongoing political instability. Latin America 
(-2.61%) had another miserable quarter. Brazil dropped 3.16%, 
and its debt rating was cut to below investment grade.
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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 9.96% 6.13% 3.60% 6.84%

Αυστρια 6.85% 9.80% -2.68% 0.18%

Βελγιυm 13.64% 16.77% -2.68% 1.43%

Dενmαρκ 6.69% 9.67% −2.72% 1.90%

Finland 9.64% 12.67% -2.68% 0.90%

Φρανχε 1.67% 4.47% -2.68% 9.74%

Γερmανψ 7.70% 10.67% -2.68% 9.10%

Hong Kong 6.01% 6.01% 0.00% 3.09%

Ireland 6.99% 9.94% -2.68% 0.40%

Ισραελ 8.91% 7.90% 0.87% 0.76%

Ιταλψ −2.32% 0.38% -2.68% 2.36%

ϑαπαν 9.34% 9.83% −0.44% 23.44%

Netherlands 3.14% 6.11% -2.68% 2.88%

New Zealand 18.15% 10.40% 7.02% 0.16%

Νορωαψ -0.52% 3.22% −3.63% 0.55%

Portugal 4.23% 7.11% -2.68% 0.15%

Σινγαπορε 4.24% 4.01% 0.23% 1.25%

Σπαιν -2.55% 0.14% -2.68% 3.18%

Sweden 2.43% 2.96% -0.52% 2.87%

Switzerland 2.04% 4.54% −2.39% 9.41%

Υ.Κ. 0.73% 3.52% −2.70% 19.39%

Sources: MSCI, Russell Investment Group, Standard & Poor’s.
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Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

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

Νον−Υ.Σ. Εθυιτψ Στψλε 4.65 0.62 5.82 4.70 4.24 5.42

ΜΣΧΙ ΕΑΦΕ 4.71 -0.81 5.01 3.60 3.03 3.54

ΜΣΧΙ ΕΑΦΕ (λοχαλ) 6.34 5.33 12.30 7.85 3.22 2.67

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ 3.30 -5.25 1.94 1.51 3.38 4.46

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Γροωτη 5.04 −0.91 3.90 2.48 4.02 3.96

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ ςαλυε 1.50 -9.59 -0.08 0.49 2.68 4.87

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

Γλοβαλ Εθυιτψ Στψλε 5.34 0.11 10.20 8.13 6.09 5.49

MSCI World 5.50 -0.87 9.63 7.59 4.98 4.04

MSCI World (local) 6.22 2.08 13.04 9.58 4.95 3.60

ΜΣΧΙ ΑΧWΙ 5.15 -1.84 8.26 6.66 5.31 4.67

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

ΜΣΧΙ Ευροπε 2.49 -2.84 4.51 3.88 3.36 3.47

ΜΣΧΙ Ευροπε (λοχαλ) 5.17 4.91 10.10 6.94 3.94 2.56

ΜΣΧΙ ϑαπαν 9.34 9.57 10.17 4.38 0.91 2.12

ΜΣΧΙ ϑαπαν (λοχαλ) 9.83 9.93 22.99 12.95 1.10 2.48

MSCI Paciic ex Japan 8.29 -8.47 −1.32 0.87 6.07 8.15

MSCI Paciic ex Japan (local) 5.90 -0.98 6.80 5.38 5.74 6.46

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

Εmεργινγ Μαρκετ Στψλε 1.42 −13.68 −4.91 −3.46 4.79 10.13

ΜΣΧΙ Εmεργινγ Μαρκετσ 0.73 −14.60 −6.42 −4.47 3.95 8.87

ΜΣΧΙ Εmεργινγ Μαρκετσ (λοχαλ) 1.56 -5.40 1.20 1.27 6.36 10.22

ΜΣΧΙ Φροντιερ Μαρκετσ −1.23 −14.46 4.79 0.36 −1.70 �

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

Νον−Υ.Σ. Σmαλλ Χαπ Στψλε 6.53 9.90 11.48 8.05 6.80 9.73

MSCI World ex USA Small Cap 5.82 5.46 7.82 4.39 4.09 7.35

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ 5.28 2.60 5.64 2.63 4.95 8.24

ΜΣΧΙ Εmεργινγ Μαρκετ Σmαλλ Χαπ 3.27 -6.85 −1.67 −3.29 6.14 10.86
*Returns less than one year are not annualized.

Sources: Callan, MSCI.

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Continued)

MSCI Emerging Markets
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Τακε Ιτ Εασψ 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κεϖιν Ναγψ

Yields rose in the fourth quarter as the Federal Reserve 
raised interest rates for the irst time in nearly a decade. 
The yield curve lattened, though the effect on spreads was 
mixed: investment grade credit and mortgage backed secu−

rity (MBS) spreads tightened while asset-backed (ABS), com−

mercial MBS, and high yield spreads widened. The Βαρχλαψσ 

Αγγρεγατε Ινδεξ dropped 0.57%. 

According to the Fed, the economy showed signs of moderate 
growth, driven by ixed investment from businesses, household 
spending, and a strengthening housing sector. So after months 
of restraint, the Fed raised the federal funds rate band by 0.25% 
to 0.25%–0.50%. The Fed speciically cited a strong labor market 
as a key reason behind the decision. The 10-year U.S. Treasury 
yield increased to 2.27%. The breakeven inlation rate (the dif−
ference between nominal and real yields) on 10-year Treasuries 
increased from 1.43% to 1.58% as TIPS outperformed nominal 
Treasuries. This measure rebounded from last quarter, when it 
reached its lowest level since 2008 (1.43%).

Every sector in the Barclays Aggregate posted negative quar−
terly returns. Relative to like-duration Treasuries, the strongest 
performer was U.S. MBS which, although down 0.10%, beat 
Treasuries by 0.61%. Credit (-0.52%) was the only other sector 
to outperform Treasuries (+0.50% relative to Treasuries), buoyed 
βψ στρονγ περφορmανχε ιν τηε Φινανχιαλσ σεχτορ (+1.09% ρελατιϖε 

to Treasuries). Both ABS and U.S. agencies outperformed like-
duration Treasuries for the year, despite trailing in the quarter.

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

 10th Percentile  -0.27 -0.19 -0.06 -0.50 -0.37

 25th Percentile  -0.41 -0.34 -0.36 -0.71 -0.98

 Median  -0.48 -0.45 -0.51 -0.82 -1.62

 75th Percentile  -0.63 -0.65 -0.72 -1.12 -2.09

 90th Percentile  -0.72 -0.87 -1.18 -1.51 -2.99

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

 Benchmark  -0.51 -0.57 -0.57 -0.94 -2.07

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

High yield corporate bonds slumped as the Βαρχλαψσ Χορπορατε 

Ηιγη Ψιελδ Ινδεξ ended the quarter down 2.07%. The Index 
receded 4.47% for the year and underperformed Treasuries by 
5.77%. New issuance was $35.6 billion for the quarter, down 
from $42.8 billion. New issue activity for 2015 was $260.5 billion, 
16.3% λοωερ τηαν 2014.

Υ.Σ. Φιξεδ Ινχοmε Ινδεξ Χηαραχτεριστιχσ ασ οφ Dεχεmβερ 31, 2015

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

Βαρχλαψσ Αγγρεγατε 2.59 5.68 7.94 100.00

Barclays Govt/Credit 2.51 6.22 8.49 100.00 68.90

Intermediate 2.06 3.97 4.31 78.98 54.42

Λονγ−Τερm 4.19 14.67 24.20 21.02 14.48

Βαρχλαψσ Γοϖτ 1.72 5.71 7.02 56.97 39.25

Barclays Credit 3.54 6.90 10.43 43.03 29.65

Βαρχλαψσ ΜΒΣ 2.77 4.49 6.89 28.64

Βαρχλαψσ ΑΒΣ 1.88 2.32 2.47 0.56

Βαρχλαψσ ΧΜΒΣ 2.97 4.99 5.62 1.83

Barclays Corp High Yield 8.74 4.34 6.19

Source: Barclays

Excess Return versus Like-Duration Treasuries

0.00%

0.32%

-0.02%

-0.28%

-0.07%

0.61%

0.50%

-1.19%

Absolute Return

Source: Barclays

Barclays Treasury

Barclays Aggregate

Barclays Agencies

Barclays MBS

Barclays CMBS

Barclays ABS

Barclays Credit

Barclays Corp. High Yield

-0.94%

-0.57%

-0.64%

-1.24%

-0.57%

-0.10%

-0.52%

-2.07%

-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 1506

Source: Barclays

Φιξεδ Ινχοmε Ινδεξ Θυαρτερλψ Ρετυρνσ

Εφφεχτιϖε Ψιελδ Οϖερ Τρεασυριεσ
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

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

Χορε Βονδ Στψλε −0.45 0.82 1.71 3.77 4.96 5.40

Χορε Βονδ Πλυσ Στψλε −0.51 0.20 1.77 4.17 5.36 5.96

Βαρχλαψσ Αγγρεγατε -0.57 0.55 1.44 3.25 4.51 4.97

Barclays Govt/Credit −0.74 0.15 1.21 3.39 4.47 5.01

Βαρχλαψσ Γοϖτ −0.91 0.86 1.01 2.77 4.10 4.53

Barclays Credit -0.52 −0.77 1.49 4.38 5.18 5.82

Citi Broad Investment Grade -0.53 0.53 1.41 3.23 4.60 5.04

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

Εξτενδεδ Ματυριτψ Στψλε −0.82 −3.34 2.10 7.42 6.93 7.43

Barclays Long Govt/Credit −0.94 −3.30 1.70 6.98 6.45 7.07

Βαρχλαψσ Λονγ Γοϖτ -1.38 −1.16 2.55 7.65 6.67 6.97

Barclays Long Credit −0.66 -4.56 1.23 6.49 6.19 7.28

Citi Pension Discount Curve 0.77 −3.04 2.85 9.28 7.80 9.19

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

Ιντερmεδιατε Στψλε −0.48 1.26 1.32 2.93 4.54 4.94

Barclays Intermediate Aggregate -0.51 1.21 1.41 2.74 4.26 4.67

Barclays Intermediate Govt/Credit −0.69 1.07 1.10 2.58 4.04 4.53

Barclays Intermediate Govt -0.84 1.18 0.81 2.02 3.71 4.07

Barclays Intermediate Credit -0.45 0.90 1.61 3.63 4.82 5.35

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

Dεφενσιϖε Στψλε −0.24 0.91 0.90 1.45 3.05 3.42

Αχτιϖε Dυρατιον Στψλε −0.42 1.17 1.53 3.28 4.60 5.27

Money Market Funds (net of fees) 0.00 0.01 0.01 0.01 1.17 1.41

ΜΛ Τρεασυρψ 1�3−Ψεαρ −0.44 0.54 0.51 0.70 2.42 2.84

90−Dαψ Τρεασυρψ Βιλλσ 0.03 0.05 0.05 0.07 1.24 1.61

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

Ηιγη Ψιελδ Στψλε −1.62 −3.10 2.41 5.47 6.95 7.79

Barclays Corporate High Yield −2.07 −4.47 1.69 5.04 6.96 7.59

ML High Yield Master −2.09 -4.55 1.64 4.84 6.74 7.41

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

Μορτγαγε Στψλε −0.16 1.72 2.34 3.63 4.96 5.34

Βαρχλαψσ ΜΒΣ −0.10 1.51 2.01 2.96 4.64 4.90

Βαρχλαψσ ΑΒΣ -0.57 1.25 0.95 2.31 3.29 4.00

Βαρχλαψσ ΧΜΒΣ −1.24 0.97 1.68 4.09 5.20 5.79

Μυνιχιπαλ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Βαρχλαψσ Μυνι 1.50 3.30 3.16 5.35 4.72 5.01

Βαρχλαψσ Μυνι 1�10−Ψεαρ 0.79 2.45 2.24 3.56 4.08 4.25

Βαρχλαψσ Μυνι 3−Ψεαρ −0.01 1.18 1.24 1.81 3.01 3.24

ΤΙΠΣ Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Barclays TIPS Full Duration −0.64 −1.44 −2.27 2.55 3.93 5.51

Barclays TIPS 1-10 Year −0.70 -0.52 −1.77 1.64 3.51 4.84

*Returns for less than one year are not annualized.

Sources: Barclays, Callan, Citigroup, Merrill Lynch.

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Continued)
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ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κψλε Φεκετε

Τηε Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ Βονδ Ινδεξ declined 
1.38% for the quarter and 5.54% for the year. As the U.S. dol−
lar continued to appreciate, the Index’s hedged equivalent 
inched ahead 0.48% for the quarter and 1.52% for the year. The 
yield on 10-year German bunds was volatile throughout 2015: 
it started off the year at 0.54%, sank to 0.18% on March 31, 
climbed to 0.76% on June 30, and eventually ended year at 
0.63%. Adding to the noise of 2015, German debt with maturi−
ties as far out as seven years provided negative yields, indicat−
ing bond investors would have to pay to own before adjusting for 
inlation. Approximately a third of the debt issued by European 
governments had negative yields at the end of the year. U.K. 
sovereigns lagged their European counterparts as the 10-year 
gilt fell 1.36%, pushing yields higher than the 10-year German 
bund. The Bank of England continued to battle weak inlation 
and held interest rates at an all-time low throughout the year. 

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

(Υ.Σ. Dολλαρ)

Χουντρψ Τοταλ Λοχαλ Χυρρενχψ Wτγ

Αυστραλια 3.05% -0.53% 3.60% 2.14%

Αυστρια -2.86% -0.18% -2.68% 1.83%

Βελγιυm −3.13% -0.45% -2.68% 2.98%

Canada −2.79% 0.72% -3.48% 2.35%

Dενmαρκ −3.26% -0.56% −2.72% 0.72%

Finland −2.70% −0.02% -2.68% 0.72%

Φρανχε −2.69% −0.01% -2.68% 11.25%

Γερmανψ −3.03% -0.35% -2.68% 8.80%

Ireland −2.09% 0.61% -2.68% 0.93%

Ιταλψ −1.07% 1.66% -2.68% 11.43%

ϑαπαν 0.74% 1.18% −0.44% 33.36%

Μαλαψσια 4.27% 1.84% 2.38% 0.54%

Μεξιχο -0.89% 1.00% -1.88% 1.14%

Netherlands −2.77% −0.09% -2.68% 2.96%

Νορωαψ -3.58% 0.05% −3.63% 0.33%

Poland −3.09% 0.64% −3.71% 0.66%

Σινγαπορε 0.66% 0.43% 0.23% 0.42%

Σουτη Αφριχα −16.79% -6.75% −10.77% 0.48%

Σπαιν -1.48% 1.24% -2.68% 6.41%

Sweden -2.08% -1.57% -0.52% 0.57%

Switzerland -2.75% −0.37% −2.39% 0.35%

Υ.Κ. −3.99% −1.33% −2.70% 9.63%

Source: Citigroup

The Japanese 10-year bond yield declined to 0.27%, the lowest 
since January. The country dodged a recession as GDP growth 
was revised upwards to 1% through September; the original cal−
culation had it contracting by 0.8%.

In December, the ECB lowered its deposit rate to -0.3% and 
extended its quantitative easing program out to March 2017. 
Propelled by the ECB’s monetary policy and investors’ hunt for 
yield, European periphery countries outperformed their core-
eurozone counterparts. Italian and Spanish 10-year bonds 
earned 1.82% and 1.43%, respectively. Both countries contin−

ued their recovery from record-long recessions as unemploy−

ment dropped to a three-year low.

10−Ψεαρ Γλοβαλ Γοϖερνmεντ Βονδ Ψιελδσ
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ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Continued)

Emerging markets were mired by political and economic strife. 
The dollar-denominated JPM EMBI Global Diversiied Index 
gained 1.25%, outperforming emerging local currency-denom−

inated sovereign debt. The negative currency effect pulled the 
JPM GBI-EM Global Diversiied Index down (-0.01%). 

The South African 10-year bond declined 7.26% (on a dollar-
denominated basis) over worries that the country’s political 
and economic turmoil could result in a downgrade to junk sta−

tus. Investors responded harshly after President Jacob Zuma 
ired Finance Minister Nhlanhla Nene and hired an unknown 

candidate for the job. Additionally, the rand’s exchange rate 
dropped to record lows against major currencies. The local 
currency-denominated South African 10-year bond plum−

meted 28.22% in 2015. Brazilian debt declined 30.69% in 
2015 on a local currency basis, in the midst of a corruption 
scandal and President Rousseff’s possible impeachment. 
Brazil remains in a steep recession after being cut to below 
investment grade by Standard & Poor’s earlier in the year. 

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

 10th Percentile  -0.34 0.41 2.22 0.66

 25th Percentile  -0.62 -0.81 1.74 0.26

 Median  -0.91 -1.19 1.51 -0.19

 75th Percentile  -1.14 -1.36 1.01 -0.44

 90th Percentile  -1.31 -1.88 0.14 -0.97

   Citi World Citi Non-U.S.  JPM EMBI JPM GBI-EM
  Gov  World Gov  Gl Div Gl Div

 Benchmark   -1.23 -1.38 1.25 -0.01
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

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

Γλοβαλ Στψλε −0.91 −3.31 −1.75 1.29 4.29 5.34

Citi World Govt −1.23 -3.57 −2.70 -0.08 3.44 4.59

Citi World Govt (Λοχαλ) 0.01 1.28 3.25 3.98 3.74 4.09

Βαρχλαψσ Γλοβαλ Αγγρεγατε −0.92 -3.15 −1.74 0.90 3.74 4.75

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

Νον−Υ.Σ. Στψλε −1.19 −5.89 −3.85 −0.12 3.67 5.27

Citi Non-U.S. World Govt -1.38 -5.54 −4.27 −1.30 3.05 4.43

Citi Non-U.S. World Govt (Λοχαλ) 0.48 1.52 4.20 4.49 3.72 4.01

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

Citi Euro Govt Bond −2.23 -8.74 -1.05 1.73 3.77 6.28
Citi Euro Govt Bond (Λοχαλ) 0.47 1.65 4.92 5.73 4.44 5.13

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

JPM EMBI Global Diversiied 1.25 1.18 0.99 5.36 6.86 8.99
JPM GBI-EM Global Diversiied −0.01 −14.92 -9.95 -3.48 4.31 �

*Returns less than one year are not annualized. 

Sources: Callan, Citigroup, JPMorgan Chase.

Εmεργινγ Σπρεαδσ Οϖερ Dεϖελοπεδ (By Region)
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Α Στραιγητ βυτ Βυmπψ Ροαδ

ΡΕΑΛ ΕΣΤΑΤΕ |  Mike Pritts

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ advanced 2.91%, recording a 
1.20% income return and a 1.72% appreciation return during 
the quarter. The NCREIF Property Index cash-low return appre−

ciated 0.64% for the quarter and 3.10% for the trailing four quar−
ters. There were 210 asset trades, representing $11.3 billion of 
overall transactional volume, comfortably ahead of the $5.1 bil−
lion 10-year quarterly transaction average and the prior peak of 
$8.7 billion in the second quarter of 2007.

Pricing remained stable as equal-weighted transactional capi−
talization rates decreased to 5.90%, a slight retreat from the 
2015 high (+5.91%) during the third quarter. Over the course 
of the prior cycle, quarterly equal-weighted transactional capi−
talization rates dipped to a low of 5.46% in the fourth quarter of 
2007 and expanded to a peak of 8.46% in the third quarter of 
2009. During the fourth quarter of 2015, appraisal capitalization 
rates decreased from 4.67% to 4.58%. As markets peaked over 
the prior cycle, appraisal capitalization rates declined to a low of 
4.89% in the third quarter of 2008.

Τηε NCREIF Open End Diversiied Core Equity Index notched 
a 3.11% total return, comprising a 1.14% income return and a 
2.20% appreciation return. In the listed real estate market, the 
ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ Ινδεξ (USD) gained 
4.40% and U.S. REITs tracked by the ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 

ΡΕΙΤσ Ινδεξ advanced an impressive 7.26%. 

In the U.S., volatility continued as REIT sectors rebounded 
sharply. Positive sector performance was led by Self-Storage 
(+16.76%), followed by Industrial (+8.69%), Residential 
(+8.38%), Retail (+8.10%), Malls (+6.77%), and Health Care 
(+2.61%). The only negative was Lodging (-2.27%).  For the 
year, Residential was the best performer of the primary real 
estate sectors (+10.22%), while Lodging lagged (-18.09%). U.S. 
REITs raised $10.2 billion following the completion of 14 unse−

cured-debt offerings raising $6.9 billion, 14 secondary offerings 

raising $3.1 billion, and two preferred-equity offerings raising 
$117 million. There was one U.S. REIT IPO during the quarter.  
Public equity inancing slightly increased from the third quarter’s 
ive-year low, but remained a challenge.  

During 2015, MSCI and S&P Dow Jones announced that in 
August 2016, they will begin to break out real estate into a dis−

tinct sector rather than continuing to include it in the broader 
group of Financials.  There are currently twenty-ive companies 
included in the S&P 500 Index that will now be included in the 
νεω ρεαλ εστατε σεχτορ.  Wηιλε mοστ χοmmερχιαλ ρεαλ εστατε ιν τηε 

U.S. is traded in the private markets, this change indicates the 
increasing importance of publicly listed real estate.  

In European core markets, pricing appears undeterred by volatil−
ity.  Capital-raising remains robust and has consolidated. Several 
large, commingled vehicles are currently in the market with new 
funds.  According to a survey produced by INREV, many (65%) 
Ευροπεαν ινϖεστορσ εξπεχτ το ινχρεασε τηειρ αλλοχατιον το ρεαλ 

εστατε οϖερ τηε νεξτ τωο ψεαρσ.    

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ
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ΡΕΑΛ ΕΣΤΑΤΕ (Continued)

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

Πριϖατε Ρεαλ Εστατε Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ρεαλ Εστατε Dαταβασε (νετ οφ φεεσ) 2.90 12.90 12.97 12.60 5.47 7.90

NCREIF Property 2.91 13.33 12.04 12.18 7.76 8.96

NFI-ODCE (value wtd. net) 3.11 13.95 12.77 12.60 5.55 6.94

Πυβλιχ Ρεαλ Εστατε Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

ΡΕΙΤ Dαταβασε 7.50 4.48 12.03 12.89 8.32 12.13

FTSE NAREIT Equity 7.26 3.20 11.23 11.96 7.41 11.16

Γλοβαλ Ρεαλ Εστατε Θυαρτερ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ ΡΕΙΤ Dαταβασε 4.38 1.03 7.61 8.95 6.15 �

FTSE EPRA/NAREIT Developed REIT 4.40 0.05 6.59 7.97 5.39 9.20

*Returns for 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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Asian Real Estate funds continue to raise capital despite a slow−

ing Chinese GDP and record capital outlows in the stock market 
and pressure on the renminbi.  The big question in early 2016 is 
whether continued market uncertainty in the Chinese economy 
ωιλλ αφφεχτ χοmmερχιαλ προπερτψ ϖαλυατιονσ ιν οτηερ παρτσ οφ Ασια 

and the world. 

CMBS issuance reached $23.4 billion, remaining steady since 
the third quarter and slightly down year-over-year ($25.2 billion). 
Total issuance for the trailing-12 months was $101.0 billion, a 
reduction from its second-quarter peak. 
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Πριϖατε Εθυιτψ Περφορmανχε Dαταβασε (%) (Pooled Horizon IRRs through June 30, 2015*)

Στρατεγψ 3 Μοντησ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ 20 Ψεαρσ

Αλλ ςεντυρε 6.8 26.8 21.0 18.7 11.4 4.0 27.1 

Γροωτη Εθυιτψ 5.0 11.0 15.3 14.6 12.7 9.9 14.9 

Αλλ Βυψουτσ 5.3 7.7 15.7 15.4 12.5 11.3 13.2 

Mezzanine 3.6 8.5 11.3 11.8 10.7 7.8 10.0 

Distressed 1.6 4.2 13.3 12.2 10.4 11.1 11.2 

Αλλ Πριϖατε Εθυιτψ 5.1 10.7 16.1 15.4 12.1 9.2 14.4 

S&P 500 Index 0.3 7.4 17.3 17.3 7.9 4.4 8.9 

Private equity returns are net of  fees. 

Sources: Standard & Poor’s, Thomson/Cambridge. 

*Most recent data available at time of  publication.

Λεϖελ ατ 35,000 Φεετ    

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Gary Robertson

In fundraising, Πριϖατε Εθυιτψ Αναλψστ reports that 2015’s fund−

raising total of $257 billion is a modest decline from 2014 (-3.6% 

or $10.5 billion). The number of funds formed declined by 83 

(-10.8%) to 682 in 2015. The fourth quarter’s new commitments 

totaled $59.7 billion with 125 new partnerships formed. While the 

dollar volume increased by 11% compared to the prior quarter’s 

$53.7 billion, the number of funds formed fell by 20% from the third 

quarter’s 179. The year’s inal quarter was surprisingly weak, likely 

due to the onset of public equity market volatility in mid-August.  

According to Βυψουτσ newsletter, announced and closed new-

company acquisitions totaled 1,911 in 2015, up 4% from 1,836 

in 2014. Announced and closed dollar volume was $303.7 billion, 

up 47% from $206.8 billion in 2014. The quarter generated 365 

announced and closed transactions, down from 548. Disclosed 

dollar volume totaled $77.2 billion, up from $66.7 billion. According 

to S&P Capital IQ, in the second half of the year average purchase 

price multiples remained just over 10x EBITDA.

According to the National Venture Capital Association, the $58.8 

βιλλιον οφ νεω ινϖεστmεντ ιν ϖεντυρε χαπιταλ χοmπανιεσ ισ α 16% 

jump for the year, up from $50.8 billion. The dollar volume in 2015 

is the second highest year on record, although signiicantly shy of  

irst place: $105.0 billion in 2000. The year produced 4,380 rounds 

of investment, slightly down from last year’s 4,441. Quarterly 

investment volume totaled $11.3 billion in 962 rounds of inancing, 

down from $16.6 billion in 1,149 rounds. 

Φυνδσ Χλοσεδ ϑανυαρψ 1 το Dεχεmβερ 31, 2015

Στρατεγψ Νο. οφ Φυνδσ Αmτ (∃mm) Περχεντ

ςεντυρε Χαπιταλ 281 34,274 13%

Βυψουτσ 263 169,694 66%

Subordinated Debt 28 12,535 5%
Distressed Debt 37 22,573 9%

Secondary and Other 15 6,637 3%

Fund-of-funds 58 10,961 4%

Τοταλσ 682 256,673 100%

Source: Private Equity Analyst

Regarding exits, Βυψουτσ reports that 2015’s aggregate disclosed 

M&A exit values of $127.4 billion is up 13% from 2014’s $111.5 

billion. The 513 private M&A exits of buyout-backed companies 

is down 35% from the 690 in 2014. Seven of the completed 99 

M&A exits had values over $1 billion, with the largest being Silver 

Lake’s $5.3 billion sale of Interactive Data Corp. to Intercontinental 

Exchange. There were only four buyout-backed IPOs, with a total 

value of $774.4 million. The full year produced 31 IPOs, raising a 

total of $9.1 billion. 

Venture-backed M&A exits for the year total 372 with 84 announced 

values totaling $16.2 billion, down from 385 exits and $48.1 billion 

in announced value last year. The quarter had 91 exits with 26 

announced values totaling $3.6 billion. The total number of M&A 

deals and announced value both declined from the third quarter’s 

109 exits totaling $6.9 billion. The year produced 77 venture-

backed IPOs raising $9.4 billion; for the quarter, there were 16 

raising $2.2 billion. The number and total loat was up versus the 

third quarter’s 15 IPOs raising $1.9 billion. 
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Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Dεχεmβερ 31, 2015

Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε 0.40 −0.09 4.72 3.54 3.96 5.28

CS Hedge Fund Index −0.12 −0.71 4.30 3.55 4.97 5.95
ΧΣ Εθυιτψ Μαρκετ Νευτραλ −0.04 1.69 3.16 2.96 −1.44 1.39

ΧΣ Χονϖερτιβλε Αρβιτραγε -0.58 0.81 1.67 2.76 4.42 4.94

ΧΣ Φιξεδ Ινχοmε Αρβιτραγε 0.03 0.59 2.90 4.84 3.84 4.50
ΧΣ Μυλτι−Στρατεγψ 0.51 3.84 7.01 6.77 6.17 6.89
ΧΣ Dιστρεσσεδ −1.76 -5.30 4.05 3.81 4.82 7.80
ΧΣ Ρισκ Αρβιτραγε 0.81 0.41 1.30 1.50 3.55 3.65
ΧΣ Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ -2.55 −6.67 2.86 1.08 5.12 6.45
ΧΣ Λονγ/Σηορτ Εθυιτψ 1.58 3.56 8.77 5.23 5.80 5.98
ΧΣ Dεδιχατεδ Σηορτ Βιασ −4.29 2.38 -10.15 −9.72 -8.90 −7.19

ΧΣ Γλοβαλ Μαχρο 0.62 0.17 2.52 3.70 6.79 9.04

ΧΣ Μαναγεδ Φυτυρεσ -1.05 −0.93 4.54 1.22 4.21 5.40
ΧΣ Εmεργινγ Μαρκετσ 2.79 −0.22 3.30 2.55 5.17 8.06

*Returns less than one year are not annualized. Sources: Callan, Credit Suisse. 

Υνδερ Πρεσσυρε

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

Growing unease with economic change is evident in the capi−
tal markets. Commodity prices slid further, led by oil, as China 
struggled with its centrally planned shift to a consumer-driven 
economy. Strong employment gains and record auto sales in 
the U.S. bolstered the Federal Reserve’s conidence to raise 
short-term rates for the irst time in almost a decade. Despite 
rebounding equities in developed markets, credit spreads 
widened, particularly among lower-rated bonds in the com−

modity sector. 

As a proxy for hedge funds without implementation costs, the 
Χρεδιτ Συισσε Ηεδγε Φυνδ Ινδεξ (ΧΣ ΗΦΙ) slipped 0.12% 
in the fourth quarter. By contrast, the median manager in the 
Χαλλαν Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε edged ahead 0.40%, 
νετ οφ αλλ φεεσ.  

Within the CS HFI, the major sector winner was Λονγ/Σηορτ 

Εθυιτψ (+1.58%). Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ (-2.55%), which 
is typically more focused on soft catalysts, fell particularly hard 
as investors led crowded trades in this space. Dιστρεσσεδ 

(-1.76%) also lost ground with credit spreads widening, but 
outpaced the Βαρχλαψσ Ηιγη Ψιελδ Χρεδιτ Ινδεξ (−2.07%). 

Within Callan’s Hedge Fund-of-Funds Database, market expo−

sures marginally affected performance. Aided by the U.S. 
equity market rally, the median Χαλλαν Λονγ/Σηορτ Εθυιτψ ΦΟΦ 

(+0.85%) outpaced the Χαλλαν Αβσολυτε Ρετυρν ΦΟΦ (-1.15%). 
With diversifying exposures to both non-directional and direc−

τιοναλ στψλεσ, τηε Core Diversiied FOF modestly gained 0.37%.

  Absolute Return Core Diversified Long/Short Eq
  FOF Style FOF Style FOF Style

 10th Percentile 2.21 1.41 3.14

 25th Percentile 0.43 0.94 2.54

 Median -1.15 0.37 0.85

 75th Percentile -1.58 -0.05 -0.48

 90th Percentile -2.08 -0.75 -1.01

 T-Bills + 5% 1.26 1.26 1.26

Sources: Callan, Merrill Lynch
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ
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The Callan DC Index is an equally weighted index tracking the cash lows 
ανδ περφορmανχε οφ νεαρλψ 90 πλανσ, ρεπρεσεντινγ mορε τηαν ονε mιλλιον 

DΧ παρτιχιπαντσ ανδ οϖερ ∃135 βιλλιον ιν ασσετσ. Τηε Ινδεξ ισ υπδατεδ 

θυαρτερλψ ανδ ισ αϖαιλαβλε ον Χαλλαν�σ ωεβσιτε, ασ ισ τηε θυαρτερλψ DΧ 

Οβσερϖερ νεωσλεττερ.

The Callan DC Index™ declined 5.82% in the third quarter of 
2015, relecting widespread losses in global equity markets. 

According to the Callan DC Index, the typical deined contribu−

tion (DC) plan trailed deined beneit (DB) plans by 1.83% in 
the third quarter of 2015. This is primarily because DC plans 
have little exposure to longer-term ixed income. Meanwhile, 
the average 2035 target date fund fared even worse—declin−

ing 7.34%—relecting its higher allocation to equities (78% 
αϖεραγε αλλοχατιον).

Dριϖεν αλmοστ εντιρελψ βψ ινϖεστmεντ λοσσεσ, DΧ πλαν βαλανχεσ 

shrank by 5.97% in the third quarter. However, annualized total 
growth since inception remains steady at a respectable 7.33%. 
In the long term, participant contributions (net lows) added 
2.39% αννυαλλψ, ωηιλε mαρκετ αππρεχιατιον (ρετυρν γροωτη) χον−

tributed the remaining 4.94%.

Almost three-fourths of the asset classes in the DC Index expe−

rienced net outlows in the third quarter. Predictably, target 
date funds were among the only asset class to attract inlows. 
Despite weak performance, about 60 cents of every dollar that 
moved within DC plans ended up in target date funds.

For the irst time in two years, stable value experienced net 
inlows. Conversely, U.S. large cap and company stock saw 
signiicant outlows for the second consecutive quarter. Third-
θυαρτερ τυρνοϖερ αχτιϖιτψ (ι.ε., νετ τρανσφερ αχτιϖιτψ λεϖελσ) ωιτηιν 

DC plans came in at 0.38%, which is slightly higher than the 
second quarter (0.32%) but still well below the historical average 
of 0.65%.

Χηασινγ τηε Μαρκετ 

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  Tom Szkwarla

Νετ Χαση Φλοω Αναλψσισ (Τηιρδ Θυαρτερ 2015)∗ 

(Top Two and Bottom Two Asset Gatherers)

Ασσετ Χλασσ

Φλοωσ ασ % οφ

Τοταλ Νετ Φλοωσ

Target Date Funds 60.70%

Σταβλε ςαλυε 22.06%

U.S. Small/Mid Cap -18.45%

Υ.Σ. Λαργε Χαπ −42.20%

Τοταλ Τυρνοϖερ∗∗ 0.38%

Source: Callan DC Index

Data provided here is the most recent available at time of  publication.

* DC Index inception date is January 2006. DB plan performance is gross of  fees. 

**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∗

Average 2035 Fund Average Corporate DB Plan*Total DC Index
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4.52%

% Net Flows % Return Growth
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-5.97%

7.33%
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Actual vs Target Asset Allocation
As of December 31, 2015

The first chart below shows the Fund’s asset allocation as of December 31, 2015. The second chart shows the Fund’s target
asset allocation as outlined in the investment policy statement.

Actual Asset Allocation

Large Cap Equity
22%

Small Cap Equity
8%

International Equity
20%

Domestic Fixed Income
35%

Diversified Real Assets
10%

Real Estate
6%

Cash & Equivalents
0%

Target Asset Allocation

Large Cap Equity
22%

Small Cap Equity
8%

International Equity
20%

Domestic Fixed Income
35%

Diversified Real Assets
10%

Real Estate
5%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Large Cap Equity         765,986   21.7%   22.0% (0.3%) (8,959)
Small Cap Equity         268,767    7.6%    8.0% (0.4%) (13,032)
International Equity         695,847   19.8%   20.0% (0.2%) (8,649)
Domestic Fixed Income      1,229,243   34.9%   35.0% (0.1%) (3,623)
Diversified Real Assets         349,350    9.9%   10.0% (0.1%) (2,897)
Real Estate         197,019    5.6%    5.0%    0.6%          20,895
Cash & Equivalents          16,265    0.5%    0.0%    0.5%          16,265
Total       3,522,476  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 - December 31, 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

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

Large Cap Equity (0.38%)

Small Cap Equity (0.37%)
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Real Estate 0.59%
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Diversified Real Assets 0.07%

Cash & Equivalents 0.32%

Large Cap Equity
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Diversified Real Assets

Cash & Equivalents

Total

Actual vs Target Returns

(4%) (2%) 0% 2% 4% 6% 8% 10%

5.94%
6.50%

3.46%
3.59%

(0.31%)
(0.57%)

2.88%
2.91%

5.28%
4.71%

(0.32%)
(1.98%)
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2.51%
2.44%

Actual Target

Relative Attribution by Asset Class

(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 December 31, 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% 5.94% 6.50% (0.12%) (0.03%) (0.15%)
Small Cap Equity 8% 8% 3.46% 3.59% (0.01%) (0.02%) (0.03%)
Domestic Fixed Income 35% 35% (0.31%) (0.57%) 0.09% (0.05%) 0.04%
Real Estate 6% 5% 2.88% 2.91% (0.00%) (0.01%) (0.01%)
International Equity 19% 20% 5.28% 4.71% 0.11% (0.04%) 0.07%
Diversified Real Assets 10% 10% (0.32%) (1.98%) 0.17% (0.01%) 0.16%
Cash & Equivalents 0% 0% 0.00% 0.00% 0.00% (0.01%) (0.01%)

Total = + +2.51% 2.44% 0.24% (0.17%) 0.07%

* 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 - December 31, 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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(0.4%)

(0.2%)

0.0%
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0.8%
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1.2%
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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% 2.11% 0.92% 0.25% (0.06%) 0.20%
Small Cap Equity 8% 8% (4.22%) (4.41%) 0.01% (0.03%) (0.01%)
Domestic Fixed Income 35% 35% 0.49% 0.55% (0.03%) (0.05%) (0.08%)
Real Estate 5% 5% 15.57% 13.33% 0.10% 0.02% 0.12%
International Equity 20% 20% 0.37% (0.81%) 0.25% (0.03%) 0.22%
Diversified Real Assets 10% 10% (0.32%) (3.70%) 0.33% (0.00%) 0.33%
Cash & Equivalents 0% 0% 0.00% 0.00% 0.00% (0.02%) (0.02%)
Short Term Fixed Income 0% 0% - - 0.00% (0.00%) (0.00%)

Total = + +1.15% 0.40% 0.91% (0.17%) 0.74%

* 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 - December 31, 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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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 14% 14% - - 0.13% (0.08%) 0.06%
Small Cap Equity 5% 5% - - 0.04% (0.07%) (0.03%)
Domestic Fixed Income 21% 21% - - 0.15% (0.00%) 0.15%
Real Estate 3% 3% - - 0.01% 0.02% 0.03%
International Equity 13% 13% - - 0.11% (0.04%) 0.06%
Diversified Real Assets 4% 4% - - 0.12% (0.00%) 0.12%
Short Term Fixed Income39% 40% - - 0.28% 0.01% 0.28%
Cash & Equivalents 1% 0% 0.03% 0.03% 0.00% (0.05%) (0.05%)

Total = + +2.76% 2.12% 0.85% (0.21%) 0.64%

* 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.
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Asset Class Rankings

The charts below show the rankings of each asset class component of the Total Fund relative to appropriate comparative
databases. In the upper right corner of each graph is the weighted average of the rankings across the different asset classes.
The weights of the fund’s actual asset allocation are used to make this calculation. The weighted average ranking can be
viewed as a measure of the fund’s overall success in picking managers and structuring asset classes.

Total Asset Class Performance
One Quarter Ended December 31, 2015
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10th Percentile 8.68 5.38 6.42 (0.02) (0.16) 4.48 0.11
25th Percentile 7.63 4.28 5.66 (0.28) (0.55) 3.58 0.08

Median 6.45 2.91 4.65 (0.53) (0.64) 2.95 0.04
75th Percentile 5.35 1.86 3.52 (0.88) (0.79) 2.09 0.01
90th Percentile 4.35 (0.16) 2.59 (1.62) (0.91) 0.32 (0.01)

Asset Class Composite 5.94 3.46 5.28 (0.31) (0.32) 2.88 0.00

Composite Benchmark 6.50 3.59 4.71 (0.57) (1.98) 2.91 -

Weighted
Ranking
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Total Asset Class Performance
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(52)

(68)(70)

(53)
(64)

(51)(49) (10)

(97)

(26)
(45)

(100)

10th Percentile 8.57 3.79 5.50 1.59 (0.38) 20.50 0.72
25th Percentile 5.50 (0.14) 2.76 1.12 (0.93) 15.96 0.63

Median 1.31 (2.39) 0.62 0.52 (1.41) 12.70 0.39
75th Percentile (2.05) (5.13) (2.15) (1.32) (1.66) 8.80 0.28
90th Percentile (4.30) (8.09) (4.95) (3.50) (2.31) 4.41 0.12

Asset Class Composite 2.11 (4.22) 0.37 0.49 (0.32) 15.57 0.00

Composite Benchmark 0.92 (4.41) (0.81) 0.55 (3.70) 13.33 -

Weighted
Ranking

46

* 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 December 31, 2015, with
the distribution as of September 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

December 31, 2015 September 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Domestic Equity $1,034,752,370 29.38% $40,613,014 $49,599,995 $944,539,360 28.38%

Large Cap Equity $765,985,833 21.75% $19,679,014 $41,903,890 $704,402,930 21.16%
L.A. Capital Enhanced 152,666,348 4.33% 1,947,890 8,735,351 141,983,108 4.27%
L.A. Capital Large Cap Growth 232,169,867 6.59% 5,385,216 13,246,995 213,537,656 6.42%
Parametric Clifton Large Cap 153,193,117 4.35% 2,000,000 10,037,004 141,156,112 4.24%
LSV Large Cap Value 227,956,501 6.47% 10,345,908 9,884,540 207,726,054 6.24%

Small Cap Equity $268,766,536 7.63% $20,934,000 $7,696,106 $240,136,431 7.21%
Parametric Clifton SmallCap 162,399,779 4.61% 0 6,037,489 156,362,290 4.70%
PIMCO RAE 106,366,757 3.02% 20,934,000 1,658,616 83,774,141 2.52%

International Equity $695,846,572 19.75% $32,817,103 $32,982,132 $630,047,337 18.93%
Capital Group 265,007,166 7.52% (240,040) 12,992,344 252,254,862 7.58%
DFA Intl SmallCap Value 70,840,669 2.01% 7,000,000 2,446,506 61,394,164 1.84%
LSV Intl Value 288,117,799 8.18% 20,757,145 14,130,835 253,229,819 7.61%
Vanguard Intl Explorer Fund 71,880,938 2.04% 5,299,998 3,412,447 63,168,493 1.90%

Domestic Fixed Income $1,229,243,162 34.90% $23,064,996 $(3,843,813) $1,210,021,979 36.35%
Declaration Total Return 100,933,876 2.87% (35,146) (546,395) 101,515,417 3.05%
Prudential 136,208,497 3.87% 6,410,582 (216,419) 130,014,334 3.91%
SSgA US Govt Credit Bd Idx 171,483,201 4.87% 1,985,796 (1,269,813) 170,767,219 5.13%
Wells Capital 377,629,234 10.72% 8,831,826 (2,074,454) 370,871,861 11.14%
Western Asset Management 381,762,522 10.84% 5,871,939 (644,575) 376,535,158 11.31%

Pooled Fixed Income(1) 61,225,832 1.74% 0 907,842 60,317,990 1.81%

Diversified Real Assets $349,350,428 9.92% $6,706,506 $(1,158,835) $343,802,757 10.33%
Western TIPS 250,575,556 7.11% (87,624) (3,303,474) 253,966,654 7.63%
JP Morgan Infrastructure 79,010,482 2.24% (208,849) 281,207 78,938,124 2.37%
Grosvenor Cust. Infrastructure 19,764,389 0.56% 7,002,978 1,863,432 10,897,979 0.33%

Real Estate $197,018,572 5.59% $6,631,474 $5,519,377 $184,867,720 5.55%
Invesco Core Real Estate 104,906,004 2.98% 6,918,214 2,548,261 95,439,529 2.87%
JP Morgan RE Inc & Growth 92,112,568 2.61% (286,740) 2,971,116 89,428,192 2.69%

Cash & Equivalents $16,265,032 0.46% $986,563 $409 $15,278,061 0.46%

Securities Lending Income $0 0.00% $(125,403) $125,403 - -

Total Fund $3,522,476,136 100.0% $110,694,253 $83,224,668 $3,328,557,215 100.0%

(1) Comprised of PIMCO DiSCO II and PIMCO Bravo II.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 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 December 31, 2015

Last Last
Last Last  3 4-1/4

Quarter Year Years Years
Domestic Equity

Gross 5.28% 0.41% - -

Net 5.25% 0.16% - -

Large Cap Equity
Gross 5.94% 2.11% - -

Net 5.90% 1.92% - -

   Russell 1000 Index 6.50% 0.92% 15.01% 17.45%

L.A. Capital Enhanced - Gross 6.14% 2.66% - -

L.A. Capital Enhanced - Net 6.10% 2.51% - -

   Russell 1000 Index 6.50% 0.92% 15.01% 17.45%

L.A. Capital LargeCap Growth - Gross 6.20% 6.24% - -

L.A. Capital LargeCap Growth - Net 6.14% 6.02% - -

   Russell 1000 Growth Index 7.32% 5.67% 16.83% 18.17%

Parametric Clifton Large Cap - Gross 7.09% 1.94% - -

Parametric Clifton Large Cap - Net 7.09% 1.87% - -

   S&P 500 Index 7.04% 1.38% 15.13% 17.43%

LSV Large Cap Value - Gross 4.76% (1.99%) - -

LSV Large Cap Value - Net 4.68% (2.27%) - -

   Russell 1000 Value Index 5.64% (3.83%) 13.08% 16.62%

Small Cap Equity
Gross 3.46% (4.22%) - -

Net 3.43% (4.62%) - -

   Russell 2000 Index 3.59% (4.41%) 11.65% 15.87%

Parametric Clifton Small Cap - Gross 3.86% (3.02%) - -

Parametric Clifton Small Cap - Net 3.86% (3.49%) - -

   Russell 2000 Index 3.59% (4.41%) 11.65% 15.87%

PIMCO RAE - Gross 2.98% (6.57%) - -

PIMCO RAE - Net 2.91% (6.84%) - -

   Russell 2000 Index 3.59% (4.41%) 11.65% 15.87%

International Equity
Gross 5.28% 0.37% - -

Net 5.20% 0.06% - -

   MSCI EAFE Index 4.71% (0.81%) 5.01% 8.31%

Capital Group - Gross 5.15% (3.72%) - -

Capital Group - Net 5.06% (4.08%) - -

   MSCI EAFE Index 4.71% (0.81%) 5.01% 8.31%

DFA Intl Small Cap Value 4.03% 3.99% - -

   World  ex US SC Va 3.78% 1.06% 6.71% 9.25%

LSV Intl Value - Gross 5.67% 1.56% - -

LSV Intl Value - Net 5.57% 1.16% - -

   MSCI EAFE Index 4.71% (0.81%) 5.01% 8.31%

Vanguard Intl Explorer Fund 5.34% 8.60% - -

   BMI, EPAC, <$2 B 6.01% 9.32% 9.19% 10.24%
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended December
31, 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 December 31, 2015

Last Last
Last Last  3 4-1/4

Quarter Year Years Years
Domestic Fixed Income

Gross (0.31%) 0.49% - -
Net (0.34%) 0.36% - -
   Barclays Aggregate Index (0.57%) 0.55% 1.44% 2.27%

Declaration Total Return - Net (0.54%) 2.22% - -
   Libor-3 Month 0.09% 0.30% 0.27% 0.33%

Prudential - Gross (0.18%) 0.96% - -
Prudential - Net (0.25%) 0.70% - -
   Barclays Aggregate Index (0.57%) 0.55% 1.44% 2.27%

Wells Capital - Gross (0.53%) (1.42%) - -
Wells Capital - Net (0.57%) (1.59%) - -
   Barclays Baa Credit 3% In (1.03%) (2.75%) 1.04% 3.96%

Western Asset - Gross (0.16%) 1.12% - -
Western Asset - Net (0.20%) 0.98% - -
   Barclays Aggregate Index (0.57%) 0.55% 1.44% 2.27%

SSgA US Govt Credit Bd Idx - Gross (0.74%) 0.17% - -
SSgA US Govt Credit Bd Idx - Net (0.75%) 0.13% - -
   Barclays Govt/Credit Bd (0.74%) 0.15% 1.21% 2.25%

Pooled Fixed Income - Net(1) 1.51% - - -
   Barclays Aggregate Index (0.57%) 0.55% 1.44% 2.27%

Diversified Real Assets
Gross (0.32%) (0.32%) - -
Net (0.40%) (0.52%) - -
   Weighted Benchmark (1.98%) (3.70%) - -

Western Asset TIPS - Gross (1.30%) (3.00%) - -
Western Asset TIPS - Net (1.34%) (3.12%) - -
   Barclays Glbl Inftn-Lnked (2.41%) (4.97%) (1.65%) 1.22%

JP Morgan Infrastructure - Gross 0.36% - - -
JP Morgan Infrastructure - Net 0.14% - - -
   CPI-W (0.80%) 0.38% 0.72% 0.74%

Grosvenor Cust. Infrastructure - Net 15.09% - - -
   CPI-W (0.80%) 0.38% 0.72% 0.74%

Real Estate
Gross 2.88% 15.57% - -
Net 2.71% 14.79% - -
   NCREIF Total Index 2.91% 13.33% 12.04% 11.71%

Invesco Core Real Estate - Gross 2.49% 14.71% - -
Invesco Core Real Estate - Net 2.41% 14.33% - -
   NCREIF Total Index 2.91% 13.33% 12.04% 11.71%

JP Morgan RE Inc & Growth - Gross 3.32% 16.23% - -
JP Morgan RE Inc & Growth - Net 3.06% 15.07% - -
   NCREIF Total Index 2.91% 13.33% 12.04% 11.71%

Cash & Equivalents - Net 0.00% 0.00% 0.03% 0.09%
   90 Day Treasury Bills 0.03% 0.05% 0.05% 0.06%

Total Fund
Gross 2.51% 1.15% 2.76% 2.50%
Net 2.46% 0.91% 2.58% 2.35%
   Target* 2.44% 0.40% 2.12% 1.63%

* 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.
(1) Comprised of PIMCO DiSCO II and PIMCO Bravo II.
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Parametric Clifton Large Cap
Period Ended December 31, 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 7.09%
return for the quarter placing it in the 34 percentile of the CAI
Large Capitalization Style group for the quarter and in the 46
percentile for the last year.

Parametric Clifton Large Cap’s portfolio outperformed the
S&P 500 Index by 0.05% for the quarter and outperformed
the S&P 500 Index for the year by 0.56%.

Quarterly Asset Growth

Beginning Market Value $141,156,112

Net New Investment $2,000,000

Investment Gains/(Losses) $10,037,004

Ending Market Value $153,193,117

Performance vs CAI Large Capitalization Style (Gross)
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(34)(37)

(36)(39)
(46)(50)

(32)(45)

(39)(46)

10th Percentile 8.68 2.70 8.57 10.49 14.81
25th Percentile 7.63 1.47 5.50 8.88 12.85

Median 6.45 (0.82) 1.31 6.88 11.02
75th Percentile 5.35 (3.09) (2.05) 5.18 9.22
90th Percentile 4.35 (4.77) (4.30) 3.42 7.77

Parametric
Clifton Large Cap 7.09 0.42 1.94 8.15 11.90

S&P 500 Index 7.04 0.15 1.38 7.36 11.36

Relative Return vs S&P 500 Index
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L.A. Capital
Period Ended December 31, 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 6.20%
return for the quarter placing it in the 82 percentile of the CAI
Large Cap Growth Style group for the quarter and in the 52
percentile for the last year.

L.A. Capital Large Cap Growth’s portfolio underperformed
the Russell 1000 Growth Index by 1.12% for the quarter and
outperformed the Russell 1000 Growth Index for the year by
0.57%.

Quarterly Asset Growth

Beginning Market Value $213,537,656

Net New Investment $5,385,216

Investment Gains/(Losses) $13,246,995

Ending Market Value $232,169,867

Performance vs CAI Large Cap Growth Style (Gross)
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(41)(45)
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10th Percentile 9.48 3.71 10.90 11.88 15.80
25th Percentile 8.61 2.62 8.58 10.53 14.81

Median 7.75 1.72 6.43 9.15 13.03
75th Percentile 6.59 0.79 3.77 7.65 11.77
90th Percentile 5.80 (0.95) 2.17 6.53 10.82

L.A. Capital
Large Cap Growth 6.20 1.08 6.24 9.59 13.86

Russell 1000
Growth Index 7.32 1.64 5.67 9.30 13.10

Relative Return vs Russell 1000 Growth Index
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L.A. Capital Enhanced
Period Ended December 31, 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 6.14% return for
the quarter placing it in the 57 percentile of the CAI Large
Cap Core Style group for the quarter and in the 30 percentile
for the last year.

L.A. Capital Enhanced’s portfolio underperformed the
Russell 1000 Index by 0.36% for the quarter and
outperformed the Russell 1000 Index for the year by 1.74%.

Quarterly Asset Growth

Beginning Market Value $141,983,108

Net New Investment $1,947,890

Investment Gains/(Losses) $8,735,351

Ending Market Value $152,666,348

Performance vs CAI Large Cap Core Style (Gross)
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10th Percentile 8.23 1.79 4.08 9.10 13.20
25th Percentile 7.17 0.33 2.99 8.43 12.26

Median 6.59 (0.79) 1.38 7.19 11.16
75th Percentile 5.47 (2.65) (1.10) 6.06 10.01
90th Percentile 4.70 (4.20) (2.41) 4.90 8.72

L.A. Capital
Enhanced 6.14 0.55 2.66 7.34 11.69

Russell 1000 Index 6.50 (0.78) 0.92 6.90 10.80

Relative Return vs Russell 1000 Index
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LSV Asset Management
Period Ended December 31, 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 4.76% return for
the quarter placing it in the 75 percentile of the CAI Large
Cap Value Style group for the quarter and in the 36
percentile for the last year.

LSV Large Cap Value’s portfolio underperformed the Russell
1000 Value Index by 0.88% for the quarter and
outperformed the Russell 1000 Value Index for the year by
1.84%.

Quarterly Asset Growth

Beginning Market Value $207,726,054

Net New Investment $10,345,908

Investment Gains/(Losses) $9,884,540

Ending Market Value $227,956,501

Performance vs CAI Large Cap Value Style (Gross)
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10th Percentile 7.07 (0.71) 0.41 6.79 10.74
25th Percentile 6.05 (2.21) (1.22) 5.59 9.71

Median 5.45 (3.31) (2.56) 4.85 8.73
75th Percentile 4.73 (4.83) (4.51) 3.40 7.73
90th Percentile 3.87 (7.19) (5.86) 2.46 6.50

LSV Large
Cap Value 4.76 (3.96) (1.99) 5.41 10.46

Russell 1000
Value Index 5.64 (3.23) (3.83) 4.46 8.45

Relative Return vs Russell 1000 Value Index

R
e
la

ti
v
e

 R
e

tu
rn

s

(1.5%)

(1.0%)

(0.5%)

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

2013 2014 2015

LSV Large Cap Value

Cumulative Returns vs
Russell 1000 Value Index

C
u
m

u
la

ti
v
e

 R
e

la
ti
v
e

 R
e

tu
rn

s

(2%)

(1%)

0%

1%

2%

3%

4%

5%

6%

2013 2014 2015

LSV Large Cap Value

CAI Large Cap Value Style

 38
North Dakota State Investment Board Legacy Fund



Parametric Clifton Small Cap
Period Ended December 31, 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 3.86%
return for the quarter placing it in the 32 percentile of the CAI
Small Capitalization Style group for the quarter and in the 57
percentile for the last year.

Parametric Clifton Small Cap’s portfolio outperformed the
Russell 2000 Index by 0.27% for the quarter and
outperformed the Russell 2000 Index for the year by 1.39%.

Quarterly Asset Growth

Beginning Market Value $156,362,290

Net New Investment $0

Investment Gains/(Losses) $6,037,489

Ending Market Value $162,399,779

Performance vs CAI Small Capitalization Style (Gross)
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(57)
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10th Percentile 5.38 (3.66) 3.79 5.09 8.74
25th Percentile 4.28 (5.73) (0.14) 3.17 7.16

Median 2.91 (7.53) (2.39) 1.37 5.26
75th Percentile 1.86 (10.05) (5.13) (0.67) 3.23
90th Percentile (0.16) (13.05) (8.09) (3.84) 0.26

Parametric
Clifton Small Cap 3.86 (8.17) (3.02) 1.79 5.35

Russell 2000 Index 3.59 (8.75) (4.41) 0.13 3.91

Relative Return vs Russell 2000 Index
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PIMCO RAE
Period Ended December 31, 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
PIMCO RAE’s portfolio posted a 2.98% return for the quarter
placing it in the 48 percentile of the CAI Small Capitalization
Style group for the quarter and in the 83 percentile for the
last year.

PIMCO RAE’s portfolio underperformed the Russell 2000
Index by 0.62% for the quarter and underperformed the
Russell 2000 Index for the year by 2.16%.

Quarterly Asset Growth

Beginning Market Value $83,774,141

Net New Investment $20,934,000

Investment Gains/(Losses) $1,658,616

Ending Market Value $106,366,757

Performance vs CAI Small Capitalization Style (Gross)
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(71)(70)

10th Percentile 5.38 (3.66) 3.79 5.09 8.74
25th Percentile 4.28 (5.73) (0.14) 3.17 7.16

Median 2.91 (7.53) (2.39) 1.37 5.26
75th Percentile 1.86 (10.05) (5.13) (0.67) 3.23
90th Percentile (0.16) (13.05) (8.09) (3.84) 0.26

PIMCO RAE 2.98 (8.74) (6.57) (0.94) 3.80

Russell 2000 Index 3.59 (8.75) (4.41) 0.13 3.91

Relative Return vs Russell 2000 Index
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Capital Group
Period Ended December 31, 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 5.15% return for the
quarter placing it in the 35 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 84 percentile for
the last year.

Capital Group’s portfolio outperformed the MSCI EAFE
Index by 0.44% for the quarter and underperformed the
MSCI EAFE Index for the year by 2.91%.

Quarterly Asset Growth

Beginning Market Value $252,254,862

Net New Investment $-240,040

Investment Gains/(Losses) $12,992,344

Ending Market Value $265,007,166

Performance vs CAI Non-U.S. Equity Style (Gross)
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(52)

(84)
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(81)
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(70)

10th Percentile 6.42 (2.70) 5.50 0.95 3.89
25th Percentile 5.66 (4.07) 2.76 (0.09) 2.85

Median 4.65 (5.75) 0.62 (1.57) 1.03
75th Percentile 3.52 (7.79) (2.15) (3.45) (0.46)
90th Percentile 2.59 (9.91) (4.95) (5.51) (2.16)

Capital Group 5.15 (9.32) (3.72) (4.19) (1.46)

MSCI EAFE Index 4.71 (6.01) (0.81) (2.88) (0.13)

Relative Return vs MSCI EAFE Index
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DFA Intl Small Cap Value
Period Ended December 31, 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 4.03% return
for the quarter placing it in the 69 percentile of the Lipper:
International Small Cap  Obj group for the quarter and in the
70 percentile for the last year.

DFA Intl Small Cap Value’s portfolio outperformed the World
ex US SC Value by 0.25% for the quarter and outperformed
the World ex US SC Value for the year by 2.93%.

Quarterly Asset Growth

Beginning Market Value $61,394,164

Net New Investment $7,000,000

Investment Gains/(Losses) $2,446,506

Ending Market Value $70,840,669

Performance vs Lipper: International Small Cap  Obj (Net)
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10th Percentile 6.71 1.18 12.41 3.67 6.22
25th Percentile 5.88 (1.29) 9.67 1.76 4.70

Median 4.84 (2.82) 6.89 (0.00) 2.90
75th Percentile 3.81 (6.15) 1.85 (2.03) 0.69
90th Percentile 2.83 (7.91) (2.00) (3.81) (1.43)

DFA Intl
Small Cap Value 4.03 (5.56) 3.99 (0.60) 2.85

World ex
US SC Value 3.78 (5.37) 1.06 (2.47) 0.27

Relative Return vs World ex US SC Value
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LSV Intl Value
Period Ended December 31, 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 5.67% return for the
quarter placing it in the 25 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 39 percentile for
the last year.

LSV Intl Value’s portfolio outperformed the MSCI EAFE
Index by 0.96% for the quarter and outperformed the MSCI
EAFE Index for the year by 2.38%.

Quarterly Asset Growth

Beginning Market Value $253,229,819

Net New Investment $20,757,145

Investment Gains/(Losses) $14,130,835

Ending Market Value $288,117,799

Performance vs CAI Non-U.S. Equity Style (Gross)
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10th Percentile 6.42 (2.70) 5.50 0.95 3.89
25th Percentile 5.66 (4.07) 2.76 (0.09) 2.85

Median 4.65 (5.75) 0.62 (1.57) 1.03
75th Percentile 3.52 (7.79) (2.15) (3.45) (0.46)
90th Percentile 2.59 (9.91) (4.95) (5.51) (2.16)

LSV Intl Value 5.67 (5.32) 1.56 (1.69) 1.37

MSCI EAFE Index 4.71 (6.01) (0.81) (2.88) (0.13)

Relative Return vs MSCI EAFE Index
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Vanguard Intl Explorer Fund
Period Ended December 31, 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 5.34%
return for the quarter placing it in the 34 percentile of the
Lipper: International Small Cap  Obj group for the quarter
and in the 40 percentile for the last year.

Vanguard Intl Explorer Fund’s portfolio underperformed the
S&P BMI EPAC <$2 B by 0.67% for the quarter and
underperformed the S&P BMI EPAC <$2 B for the year by
0.72%.

Quarterly Asset Growth

Beginning Market Value $63,168,493

Net New Investment $5,299,998

Investment Gains/(Losses) $3,412,447

Ending Market Value $71,880,938

Performance vs Lipper: International Small Cap  Obj (Net)
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10th Percentile 6.71 1.18 12.41 3.67 6.22
25th Percentile 5.88 (1.29) 9.67 1.76 4.70

Median 4.84 (2.82) 6.89 (0.00) 2.90
75th Percentile 3.81 (6.15) 1.85 (2.03) 0.69
90th Percentile 2.83 (7.91) (2.00) (3.81) (1.43)

Vanguard Intl
Explorer Fund 5.34 (1.88) 8.60 2.71 5.83

S&P BMI
EPAC <$2 B 6.01 (2.84) 9.32 2.44 3.71

Relative Return vs S&P BMI EPAC <$2 B
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Declaration Total Return
Period Ended December 31, 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 (0.54)% return
for the quarter placing it in the 62 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 underperformed the
Libor-3 Month by 0.63% for the quarter and outperformed
the Libor-3 Month for the year by 1.91%.

Quarterly Asset Growth

Beginning Market Value $101,515,417

Net New Investment $-35,146

Investment Gains/(Losses) $-546,395

Ending Market Value $100,933,876

Performance vs CAI Intermediate Fixed-Inc Style (Gross)
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10th Percentile (0.27) 0.71 1.56 2.73
25th Percentile (0.41) 0.61 1.36 2.53

Median (0.48) 0.43 1.26 2.33
75th Percentile (0.63) 0.25 1.05 2.18
90th Percentile (0.71) 0.02 0.84 2.02

Declaration
Total Return (0.54) 0.35 2.22 4.20

Libor-3 Month 0.09 0.17 0.30 0.26

Relative Return vs Libor-3 Month
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Prudential
Period Ended December 31, 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 (0.18)% return for the quarter
placing it in the 9 percentile of the CAI Core Bond Fixed-Inc
Style group for the quarter and in the 36 percentile for the
last year.

Prudential’s portfolio outperformed the Barclays Aggregate
Index by 0.39% for the quarter and outperformed the
Barclays Aggregate Index for the year by 0.42%.

Quarterly Asset Growth

Beginning Market Value $130,014,334

Net New Investment $6,410,582

Investment Gains/(Losses) $-216,419

Ending Market Value $136,208,497

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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(67)

(18)

(70)

10th Percentile (0.19) 1.12 1.51 4.03
25th Percentile (0.34) 0.91 1.13 3.68

Median (0.45) 0.67 0.82 3.46
75th Percentile (0.65) 0.34 0.46 3.09
90th Percentile (0.87) (0.15) (0.06) 2.74

Prudential (0.18) 0.47 0.97 3.79

Barclays
Aggregate Index (0.57) 0.65 0.55 3.22

Relative Return vs Barclays Aggregate Index
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SSgA US Govt Credit Bd Idx
Period Ended December 31, 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 (0.74)%
return for the quarter placing it in the 92 percentile of the CAI
Govt/Credit Fixed-Income Style group for the quarter and in
the 93 percentile for the last year.

SSgA US Govt Credit Bd Idx’s portfolio outperformed the
Barclays Govt/Credit Bd by 0.00% for the quarter and
outperformed the Barclays Govt/Credit Bd for the year by
0.02%.

Quarterly Asset Growth

Beginning Market Value $170,767,219

Net New Investment $1,985,796

Investment Gains/(Losses) $-1,269,813

Ending Market Value $171,483,201

Performance vs CAI Govt/Credit Fixed-Income Style (Gross)
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10th Percentile (0.28) 1.20 1.50 4.19
25th Percentile (0.46) 1.11 0.94 3.70

Median (0.50) 0.82 0.59 3.45
75th Percentile (0.63) 0.48 0.32 3.29
90th Percentile (0.72) 0.17 0.24 2.97

SSgA US Govt
Credit Bd Idx (0.74) 0.45 0.17 3.05

Barclays
Govt/Credit Bd (0.74) 0.44 0.15 3.04

Relative Return vs Barclays Govt/Credit Bd
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Wells Capital
Period Ended December 31, 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 (0.53)% return for the
quarter placing it in the 63 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 98 percentile
for the last year.

Wells Capital’s portfolio outperformed the Barclays Baa
Credit 3% In by 0.50% for the quarter and outperformed the
Barclays Baa Credit 3% In for the year by 1.33%.

Quarterly Asset Growth

Beginning Market Value $370,871,861

Net New Investment $8,831,826

Investment Gains/(Losses) $-2,074,454

Ending Market Value $377,629,234

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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10th Percentile (0.19) 1.12 1.51 4.03
25th Percentile (0.34) 0.91 1.13 3.68

Median (0.45) 0.67 0.82 3.46
75th Percentile (0.65) 0.34 0.46 3.09
90th Percentile (0.87) (0.15) (0.06) 2.74

Wells Capital (0.53) (0.99) (1.42) 3.63

Barclays Baa
Credit 3% In (1.03) (1.78) (2.75) 2.63

Relative Return vs Barclays Baa Credit 3% In
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Western Asset Management Company
Period Ended December 31, 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 (0.16)% return for the
quarter placing it in the 8 percentile of the CAI Core Bond
Fixed-Inc Style group for the quarter and in the 27 percentile
for the last year.

Western Asset’s portfolio outperformed the Barclays
Aggregate Index by 0.41% for the quarter and outperformed
the Barclays Aggregate Index for the year by 0.57%.

Quarterly Asset Growth

Beginning Market Value $376,535,158

Net New Investment $5,871,939

Investment Gains/(Losses) $-644,575

Ending Market Value $381,762,522

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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10th Percentile (0.19) 1.12 1.51 4.03
25th Percentile (0.34) 0.91 1.13 3.68

Median (0.45) 0.67 0.82 3.46
75th Percentile (0.65) 0.34 0.46 3.09
90th Percentile (0.87) (0.15) (0.06) 2.74

Western Asset (0.16) 0.62 1.12 4.20

Barclays
Aggregate Index (0.57) 0.65 0.55 3.22

Relative Return vs Barclays Aggregate Index
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Western Asset TIPS
Period Ended December 31, 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 outperformed the Barclays
Glbl Inftn-Linked by 1.11% for the quarter and outperformed
the Barclays Glbl Inftn-Linked for the year by 1.97%.

Quarterly Asset Growth

Beginning Market Value $253,966,654

Net New Investment $-87,624

Investment Gains/(Losses) $-3,303,474

Ending Market Value $250,575,556
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JP Morgan Infrastructure
Period Ended December 31, 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 1.16% for the quarter and outperformed the CPI-W for
the three-quarter year by 6.02%.

Quarterly Asset Growth

Beginning Market Value $78,938,124

Net New Investment $-208,849

Investment Gains/(Losses) $281,207

Ending Market Value $79,010,482
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Grosvenor Cust. Infrastructure
Period Ended December 31, 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 15.90% for the quarter and outperformed the
CPI-W for the three-quarter year by 1.55%.

Quarterly Asset Growth

Beginning Market Value $10,897,979

Net New Investment $7,002,978

Investment Gains/(Losses) $1,863,432

Ending Market Value $19,764,389

(5%)

0%

5%

10%

15%

20%

Last Quarter

15.09%

(0.80%)

Fiscal YTD

11.71%

(1.29%)

Last 3/4 Year

1.44%

(0.11%)

R
e

tu
rn

s

Grosvenor Cust. Infrastructure CPI-W

Relative Return vs CPI-W

R
e

la
ti
v
e

 R
e

tu
rn

s

(15%)

(10%)

(5%)

0%

5%

10%

15%

20%

2015

Grosvenor Cust. Infrastructure

Cumulative Returns vs CPI-W

C
u
m

u
la

ti
v
e

 R
e

la
ti
v
e

 R
e

tu
rn

s

(16%)

(14%)

(12%)

(10%)

(8%)

(6%)

(4%)

(2%)

0%

2%

4%

2015

Grosvenor Cust. Infrastructure

 55
North Dakota State Investment Board Legacy Fund



Invesco Core Real Estate
Period Ended December 31, 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 2.41% return
for the quarter placing it in the 64 percentile of the Total Real
Estate DB group for the quarter and in the 39 percentile for
the last year.

Invesco Core Real Estate’s portfolio underperformed the
NCREIF Total Index by 0.51% for the quarter and
outperformed the NCREIF Total Index for the year by
1.00%.

Quarterly Asset Growth

Beginning Market Value $95,439,529

Net New Investment $7,000,000

Investment Gains/(Losses) $2,466,476

Ending Market Value $104,906,004

Performance vs Total Real Estate DB (Net)
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10th Percentile 4.48 9.30 20.50 21.44 22.00
25th Percentile 3.58 7.61 15.96 17.56 17.75

Median 2.95 5.82 12.70 13.60 13.16
75th Percentile 2.09 3.30 8.80 9.54 10.34
90th Percentile 0.32 0.18 4.41 6.33 6.85

Invesco Core
Real Estate 2.41 5.36 14.33 13.12 13.19

NCREIF Total Index 2.91 6.09 13.33 12.57 12.34

Relative Return vs NCREIF Total Index
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JP Morgan RE Inc & Growth
Period Ended December 31, 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 3.06%
return for the quarter placing it in the 47 percentile of the
Total Real Estate DB group for the quarter and in the 33
percentile for the last year.

JP Morgan RE Inc & Growth’s portfolio outperformed the
NCREIF Total Index by 0.14% for the quarter and
outperformed the NCREIF Total Index for the year by
1.73%.

Quarterly Asset Growth

Beginning Market Value $89,428,192

Net New Investment $-49,715

Investment Gains/(Losses) $2,734,091

Ending Market Value $92,112,568

Performance vs Total Real Estate DB (Net)
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10th Percentile 4.48 9.30 20.50 21.44 22.00
25th Percentile 3.58 7.61 15.96 17.56 17.75

Median 2.95 5.82 12.70 13.60 13.16
75th Percentile 2.09 3.30 8.80 9.54 10.34
90th Percentile 0.32 0.18 4.41 6.33 6.85

JP Morgan RE
Inc & Growth 3.06 3.23 15.07 11.34 12.21

NCREIF Total Index 2.91 6.09 13.33 12.57 12.34

Relative Return vs NCREIF Total Index
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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.

ςιδεο: Τηε Εδυχατιον οφ Βετα Ιν τηισ βριεφ ϖιδεο, Ευγενε Ποδκα−

mινερ δεσχριβεσ τηε ρεασονσ ηε δεχιδεδ το εξπλορε τηε �σmαρτ βετα� 

τοπιχ ιν δεταιλ.

2015 Αλτερνατιϖε Ινϖεστmεντσ Συρϖεψ Ουρ 

2015 Αλτερνατιϖε Ινϖεστmεντσ Συρϖεψ προ−

ϖιδεσ ινστιτυτιοναλ ινϖεστορσ α χυρρεντ ρεπορτ ον 

ασσετ αλλοχατιον τρενδσ ανδ ινϖεστορ πραχτιχεσ. 

Ινσιδε Χαλλαν�σ Dαταβασε, 3ρδ Θυαρτερ 2015 Τηισ ρεπορτ γραπησ 

περφορmανχε ανδ ρισκ δατα φροm Χαλλαν�σ προπριεταρψ δαταβασε 

αλονγσιδε ρελεϖαντ mαρκετ ινδιχεσ.

Χαπιταλ Μαρκετ Ρεϖιεω, 3ρδ Θυαρτερ 2015 Ινσιγητσ ον τηε εχονο−

my and recent performance in equities, ixed income, alternatives, 

ρεαλ εστατε, ανδ mορε. 

Μαρκετ Πυλσε Φλιπβοοκ, 3ρδ Θυαρτερ 2015 Α θυαρτερλψ mαρκετ ρεφ−

ερενχε γυιδε χοϖερινγ ινϖεστmεντ ανδ φυνδ σπονσορ τρενδσ ιν τηε 

U.S. economy, U.S. and non-U.S. equities and ixed income, alter−

natives, and deined contribution. 

ΕΣΓ Φαχτορσ: Υ.Σ. Ινϖεστορ Υσαγε 

Χρψσταλιζεσ Τηισ χηαρτιχλε λοοκσ ατ ΕΣΓ 

φροm τηε περσπεχτιϖεσ οφ Υ.Σ. ασσετ οωνερσ 

ανδ γλοβαλ ινϖεστmεντ mαναγερσ, ρεϖεαλινγ 

γροωινγ ινχορπορατιον οφ ΕΣΓ φαχτορσ ιν 

ινϖεστmεντ δεχισιον mακινγ.

Τηε Dεπαρτmεντ οφ Λαβορ Wειγησ ιν ον ΕΣΓ: Κεψ Τακεαωαψσ 

φροm Ιντερπρετιϖε Βυλλετιν 2015−01 Α συmmαρψ οφ τηε DΟΛ�σ Ιν−

terpretive Bulletin 2015-011, relating to the iduciary standard un−

δερ ΕΡΙΣΑ χονσιδερινγ εχονοmιχαλλψ ταργετεδ ινϖεστmεντσ (ΕΤΙσ), 

ανδ τηε ιmπλιχατιονσ φορ ινϖεστορσ.

Ηεδγε Φυνδ Μονιτορ, 3ρδ Θυαρτερ 2015 Αυτηορ ϑιm ΜχΚεε 

προϖιδεσ θυαρτερλψ περφορmανχε ανδ α σναπσηοτ οφ τηε ασσετ 

χλασσ. Τηισ θυαρτερ�σ χοϖερ στορψ: �Βεψονδ τηε Γλιττερ ανδ Ρεγρετ:  

Ρεασσεσσινγ Ηεδγε Φυνδσ� Ρολε ιν Ασσετ Αλλοχατιον.�

ςιδεο: Ιν τηε Σποτλιγητ−Ταργετ Dατε Φυνδσ Λορι Λυχασ δισχυσσ−

εσ σοmε οφ τηε τρενδσ τηατ αρε χαυσινγ ταργετ δατε φυνδσ το ηαϖε 

λοωερ φεεσ.

ΕΣΓ Ιντερεστ ανδ Ιmπλεmεντατιον Συρϖεψ Ρεσυλτσ οφ Χαλλαν�σ 

τηιρδ αννυαλ συρϖεψ το ασσεσσ τηε στατυσ οφ ΕΣΓ φαχτορ ιντεγρα−

τιον ιν τηε Υ.Σ. ινστιτυτιοναλ mαρκετ.

DΧ Οβσερϖερ, 3ρδ Θυαρτερ 2015 Χοϖερ στορψ: Μεετινγ τηε Χηαλ−

λενγε οφ Μαναγεδ Αχχουντ Σελεχτιον ανδ Εϖαλυατιον.

Γραδινγ τηε Πενσιον Προτεχτιον Αχτ, Τεν Ψεαρσ Λατερ: Συχ−

χεσσ Στοριεσ ανδ Νεαρ Μισσεσ  Χαλλαν γραδεσ τηε περφορmανχε 

οφ νινε κεψ ΠΠΑ προϖισιονσ οϖερ τηε παστ δεχαδε, λιστινγ τηεm 

φροm λεαστ το mοστ εφφεχτιϖε.

Πριϖατε Μαρκετσ Τρενδσ, Φαλλ 2015 Γαρψ Ροβερτσον συmmα−

ριζεσ τηε mαρκετ ενϖιρονmεντ, ρεχεντ εϖεντσ, περφορmανχε, ανδ 

οτηερ ισσυεσ ινϖολϖινγ πριϖατε εθυιτψ.

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

4τη Θυαρτερ 2015

2015 Αλτερνατιϖε Ινϖεστmεντσ Συρϖεψ

Οβσερϖατιονσ φροm Υ.Σ. Ινστιτυτιοναλ Ινϖεστορσ

ΧΑΛΛΑΝ 

ΙΝςΕΣΤΜΕΝΤΣ 

ΙΝΣΤΙΤΥΤΕ

  
Συρϖεψ

Ενϖιρονmενταλ, σοχιαλ, ανδ γοϖερνανχε (ΕΣΓ) ισσυεσ αρε θυιχκλψ 

εϖολϖινγ ιν mυλτιπλε διmενσιονσ, ινχλυδινγ τηε ρεγυλατορψ ατmο−

σπηερε. Ιν τηισ χηαρτιχλε, Χαλλαν λοοκσ ατ ΕΣΓ φροm τηε περσπεχ−

τιϖεσ οφ Υ.Σ. ασσετ οωνερσ ανδ γλοβαλ ινϖεστmεντ mαναγερσ. Wε 

present key indings from two independent surveys: on the front, 
Υ.Σ. ινϖεστορσ� ινχορπορατιον οφ ΕΣΓ φαχτορσ, ανδ ον τηε ρεϖερσε, 

ινϖεστmεντ mαναγερσ� υτιλιζατιον οφ ΕΣΓ χονσιδερατιονσ. 

Ιν Οχτοβερ 2015, τηε Dεπαρτmεντ οφ Λαβορ ισσυεδ αν ιντερπρετιϖε 

βυλλετιν το χλαριφψ τηατ χονσιδερατιον οφ ΕΣΓ φαχτορσ χαν βε αχχεπτ−

αβλε υνδερ τηε ριγητ χιρχυmστανχεσ. Τηισ γυιδανχε ωασ ισσυεδ 

αφτερ ουρ συρϖεψ ωασ χονδυχτεδ ιν Σεπτεmβερ 2015, βυτ χουλδ 

αφφεχτ φυτυρε συρϖεψ ρεσυλτσ. Wε συρϖεψεδ Υ.Σ.−βασεδ ινστιτυτιοναλ 

ασσετ οωνερσ το ασσεσσ αττιτυδεσ τοωαρδ ρεσπονσιβλε ανδ συσταιν−

αβλε ινϖεστmεντ. Μορε τηαν 240 υνιθυε ινστιτυτιοναλ φυνδσ τηατ 

ρεπρεσεντ αππροξιmατελψ ∃2.4 τριλλιον ιν ασσετσ ρεσπονδεδ. Χοm−

paring indings to our irst annual survey in 2013, we note growing 
ινχορπορατιον οφ ΕΣΓ φαχτορσ ιν ινϖεστmεντ δεχισιον mακινγ. 

Τοπ Ρεασονσ φορ Ινχορπορατινγ ΕΣΓ Τοπ Ρεασονσ Αγαινστ Ινχορπορατινγ ΕΣΓ

Ινϖεστορσ Ινχορπορατινγ ΕΣΓ Φαχτορσ (2013 ϖσ. 2015)
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maximizing risk-adjusted returns,

 and we believe that ESG factors can
 help us attain these other goals

The fund's Investment Policy Statement
dictates that we consider ESG factors 49%
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ΕΣΓ Φαχτορσ:  

Υ.Σ. Ινϖεστορ Υσαγε Crystalizes

Χηανγεσ το Υ.Σ. Ινϖεστορ ςιεωσ ον ΕΣΓ (Στρονγλψ αγρεε ορ αγρεε) 

Λοοκ φορ τηε φυλλ ρεσυλτσ οφ τηισ συρϖεψ ατ ωωω.χαλλαν.χοm/ρεσεαρχη/
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Οϖεραλλ, ΕΣΓ φαχτορσ 
αρε οφ εθυαλ ορ γρεατερ 
ιmπορτανχε ασ τραδιτιοναλ 
φυνδαmενταλ φαχτορσ 
(such as proitability 
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Ενγαγεmεντ ισ 
mορε εφφεχτιϖε 
τηαν διϖεστmεντ

20152013

Our latest survey results reveal ESG incorporation rates increased from 22% in 2013 to 
29% ιν 2015 αmονγ Υ.Σ.−βασεδ ινστιτυτιοναλ ινϖεστορσ. Ελεϖεν περχεντ οφ ρεσπονδεντσ τηατ 

ηαϖε νοτ ινχορπορατεδ ΕΣΓ αρε χονσιδερινγ δοινγ σο, ον παρ ωιτη πρεϖιουσ ψεαρσ.

  

Βψ φυνδ τψπε, φουνδατιονσ ανδ ενδοωmεντσ have the highest rates of ESG adoption at 39% 
and 37%, respectively. Πυβλιχ φυνδ υσαγε οφ ΕΣΓ φαχτορσ ηασ νεαρλψ δουβλεδ ιν τηε παστ τωο 

years, from 15% in 2013 to 27% in 2015. Χορπορατε funds were lat overall at 15%, but reveal 
substantial differences when plan type is considered. Corporate deined beneit plans have a 
mere 7% ESG incorporation rate, while nearly one-quarter of deined contribution plans (24%) 
ηαϖε υτιλιζεδ ΕΣΓ.

Incorporation of ESG factors increases with fund size; 35% of funds larger than $20 billion 
υσε ΕΣΓ ιν σοmε ασπεχτ οφ ινϖεστmεντ δεχισιον mακινγ. Τοπ ρεασονσ χιτεδ βψ τηοσε τηατ δο 

ινχορπορατε ΕΣΓ ανδ τηοσε τηατ δο νοτ ηαϖε χηανγεδ λιττλε ιν τηε παστ τηρεε ψεαρσ.

Ινχορπορατιον Ρατεσ βψ Φυνδ Σιζε

 Crystalizes

Ιτ ισ υνχλεαρ ωηατ τηε 

ϖαλυε προποσιτιον ισ
47%

Ι ηαϖε νοτ σεεν αmπλε 

ρεσεαρχη τψινγ ΕΣΓ φαχτορσ 

το ουτπερφορmανχε

45%

Μψ φυνδ ωιλλ νοτ χονσιδερ ανψ φαχτορσ 

that are not purely inancial in our 

ινϖεστmεντ δεχισιον mακινγ

39%



�Wε τηινκ τηε βεστ ωαψ το λεαρν σοmετηινγ ισ το τεαχη ιτ. 

Εντρυστινγ χλιεντ εδυχατιον το ουρ χονσυλταντσ ανδ σπεχιαλιστσ 

ενσυρεσ τηατ τηεψ ηαϖε α τοταλ χοmmανδ οφ τηειρ συβϕεχτ 

mαττερ. Τηισ ισ ονε ρεασον ωηψ εδυχατιον ανδ ρεσεαρχη ηαϖε 

been cornerstones of our irm for more than 40 years.” 

Ρον Πεψτον, Χηαιρmαν ανδ ΧΕΟ

Χαλλαν Ινϖεστmεντσ Ινστιτυτε ανδ τηε �Χαλλαν Χολλεγε�

 

Εϖεντσ

Μισσ ουτ ον α Χαλλαν χονφερενχε ορ ωορκσηοπ? Εϖεντ συmmα−

ριεσ ανδ σπεακερσ� πρεσεντατιονσ αρε αϖαιλαβλε ον ουρ ωεβσιτε:  

ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/ΧΙΙ/ 

Τηε Νατιοναλ Χονφερενχε, το βε ηελδ ϑανυαρψ 25�27 ιν Σαν Φραν−

χισχο, χονσιστσ οφ γενεραλ σεσσιονσ ωιτη πρεσεντατιονσ βψ ωορλδ, πο−

λιτιχαλ, αρτσ, σχιενχε, ανδ ινϖεστmεντ ινδυστρψ σπεακερσ. Τηε γενεραλ 

σεσσιονσ αρε φολλοωεδ βψ σmαλλερ βρεακουτ σεσσιονσ ον τιmελψ ιν−

δυστρψ τοπιχσ λεδ βψ Χαλλαν σπεχιαλιστσ. Αττενδεεσ ινχλυδε πλαν/φυνδ 

σπονσορσ, ινϖεστmεντ mαναγερσ, ανδ Χαλλαν ασσοχιατεσ. 

Σαϖε τηε δατε φορ ουρ Ρεγιοναλ Wορκσηοπσ: ϑυνε 28 ιν Ατλαντα, 

ϑυνε 29 ιν Σαν Φρανχισχο, Οχτοβερ 25 ιν Νεω Ψορκ, ανδ Οχτοβερ 

26 ιν Χηιχαγο. Αλσο mαρκ ψουρ χαλενδαρσ φορ ουρ φαλλ Ινϖεστmεντ 

Μαναγερ Χονφερενχε, Σεπτεmβερ 11−13.

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

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ, βεττερ κνοων ασ τηε �Χαλλαν 

Χολλεγε,� προϖιδεσ α φουνδατιον οφ κνοωλεδγε φορ ινδυστρψ προφεσ−

σιοναλσ ωηο αρε ινϖολϖεδ ιν τηε ινϖεστmεντ δεχισιον−mακινγ προ−

cess. It was founded in 1994 to provide clients and non-clients alike 
ωιτη βασιχ− το ιντερmεδιατε−λεϖελ ινστρυχτιον. Ουρ νεξτ σεσσιον ισ:

Ιντροδυχτιον το Ινϖεστmεντσ

Ατλαντα, ΓΑ, Απριλ 19�20, 2016

Σαν Φρανχισχο, ΧΑ, ϑυλψ 19�20, 2016

Χηιχαγο, ΙΛ, Οχτοβερ 18�19, 2016

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−

διϖιδυαλσ ωηο ηαϖε λεσσ τηαν τωο ψεαρσ οφ εξπεριενχε ωιτη ασσετ−

mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τυιτιον φορ 

τηε Ιντροδυχτορψ �Χαλλαν Χολλεγε� σεσσιον ισ ∃2,350 περ περσον. 

Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, βρεακφαστ ανδ λυνχη ον 

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

Χυστοmιζεδ Σεσσιονσ

Τηε �Χαλλαν Χολλεγε� ισ εθυιππεδ το χυστοmιζε α χυρριχυλυm το 

meet the training and educational needs of a speciic organization.
Τηεσε ταιλορεδ σεσσιονσ ρανγε φροm βασιχ το αδϖανχεδ ανδ χαν 

take place anywhere—even at your ofice.

Λεαρν mορε ατ ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/χολλεγε/ ορ 

χονταχτ Κατηλεεν Χυννιε: 415.274.3029 / χυννιε≅χαλλαν.χοm

Υνιθυε πιεχεσ οφ ρεσεαρχη τηε 

Ινστιτυτε γενερατεσ εαχη ψεαρ50+

Τοταλ αττενδεεσ οφ τηε �Χαλλαν 

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 Callan’s Investment Manager Clients 

Confidential – For Callan Client Use Only 
 
Callan takes its fiduciary and disclosure responsibilities to clients very seriously. We recognize that there are numerous potential conflicts of interest 
encountered in the investment consulting industry and that it is our responsibility to manage those conflicts effectively and in the best interest of our 
clients.  At Callan, we employ a robust process to identify, manage, monitor and disclose potential conflicts on an on-going basis.   
 
The list below is an important component of our conflicts management and disclosure process.  It identifies those investment managers that pay Callan 
fees for educational, consulting, software, database or reporting products and services.  We update the list quarterly because we believe that our fund 
sponsor clients should know the investment managers that do business with Callan, particularly those investment manager clients that the fund sponsor 
clients may be using or considering using. Please refer to Callan’s ADV Part 2A for a more detailed description of the services and products that Callan 
makes available to investment manager clients through our Institutional Consulting Group, Independent Adviser Group and Fund Sponsor Consulting 
Group.  Due to the complex corporate and organizational ownership structures of many investment management firms, parent and affiliate firm 
relationships are not indicated on our list.  
 
Fund sponsor clients may request a copy of the most currently available list at any time. Fund sponsor clients may also request specific information 
regarding the fees paid to Callan by particular fund manager clients.  Per company policy, information requests regarding fees are handled exclusively 
by Callan’s Compliance Department. 
 

 

Quarterly List as of  

December 31, 2015 

Knowledge. Experience. Integrity. Page 1 of 2 

Manager Name 
1607 Capital Partners, LLC 
Aberdeen Asset Management 
Acadian Asset Management, Inc. 
Advisory Research 
Affiliated Managers Group 
AllianceBernstein 
Allianz Global Investors U.S. LLC 
Allianz Life Insurance Company of North America 
AlphaOne Investment Services 
American Century Investment Management 
Analytic Investors 
Apollo Global Management 
AQR Capital Management 
Ares Management 
Ariel Investments 
Aristotle Capital Management 
Artisan Partners Limited 
Atlanta Capital Management Co., L.L.C. 
AXA Rosenberg Investment Management 
Babson Capital Management LLC 
Bailard 
Baillie Gifford Overseas Limited  
Baird Advisors 
Bank of America 
Baring Asset Management 
Baron Capital Management 
BlackRock 
Blue Vista Capital Management 
BMO Asset Management 
BNP Paribas Investment Partners 
BNY Mellon Asset Management 
Boston Company Asset Management, LLC (The) 
Boston Partners  
Brandes Investment Partners, L.P. 
Brandywine Global Investment Management, LLC 
Brown Brothers Harriman & Company 
Cadence Capital Management 

Manager Name 
Calamos Advisors 
Capital Group 
CastleArk Management, LLC 
Causeway Capital Management 
Champlain Investment Partners 
Channing Capital Management, LLC 
Charles Schwab Investment Management 
Chartwell Investment Partners 
ClearBridge Investments, LLC (fka ClearBridge Advisors) 
Cohen & Steers 
Columbia Management Investment Advisors, LLC 
Columbus Circle Investors 
Corbin Capital Partners 
Cornerstone Investment Partners, LLC 
Cramer Rosenthal McGlynn, LLC 
Crawford Investment Council 
Credit Suisse Asset Management 
Crestline Investors 
Cutwater Asset Management 
DDJ Capital Management 
DE Shaw Investment Management LLC 
Delaware Investments 
DePrince, Race & Zollo, Inc. 
Deutsche Asset  & Wealth Management 
Diamond Hill Investments 
Duff & Phelps Investment Mgmt. 
Eagle Asset Management, Inc. 
EARNEST Partners, LLC 
Eaton Vance Management 
EnTrust Capital Inc. 
Epoch Investment Partners 
Fayez Sarofim & Company 
Federated Investors 
Fidelity Institutional Asset Management 
First Eagle Investment Management 
First Hawaiian Bank Wealth Management Division 
First State Investments 
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Manager Name 

Fisher Investments 

FLAG Capital Management 

Fort Washington Investment Advisors, Inc. 

Franklin Templeton   

Fred Alger Management Co., Inc. 

Fuller & Thaler Asset Management 

GAM (USA) Inc. 

GE Asset Management 

Goldman Sachs Asset Management 

Grand-Jean Capital Management 

GMO (fka Grantham, Mayo, Van Otterloo & Co., LLC) 

Gresham Investment Management, LLC 

Guggenheim Investments Asset Management (fka Security Global) 

Harbor Capital 

Harding Loevner LP 

Harrison Street Real Estate Capital 

Hartford Funds 

Hartford Investment Management Co. 

Henderson Global Investors 

Hotchkis & Wiley 

HSBC Global Asset Management 

Income Research & Management 

Insight Investment Management 

Institutional Capital LLC 

INTECH Investment Management 

Invesco 

Investec Asset Management 

Janus Capital Group (fka Janus Capital Management, LLC) 

Jensen Investment Management 

J.P. Morgan Asset Management 

KeyCorp 

Kopernik Global Investors 

Lazard Asset Management 

LMCG Investments (fka Lee Munder Capital Group) 

Legal & General Investment Management America 

Lincoln National Corporation 

Logan Circle Partners, L.P. 

The London Company 

Longview Partners 

Loomis, Sayles & Company, L.P. 

Lord Abbett & Company 

Los Angeles Capital Management 

LSV Asset Management 

Lyrical Partners 

MacKay Shields LLC 

Man Investments 

Manulife Asset Management 

Martin Currie 

Marvin & Palmer Associates, Inc. 

MFS Investment Management 

MidFirst Bank 

Millstreet Capital Management 

Mondrian Investment Partners Limited 

Montag & Caldwell, Inc. 

Morgan Stanley Investment Management 

Mountain Lake Investment Management LLC 

MUFG Union Bank, N.A. 

Neuberger Berman, LLC (fka, Lehman Brothers) 

Newton Capital Management 

Northern Lights Capital Group 

Manager Name 

Northern Trust Asset Management 

Nuveen Investments Institutional Services Group LLC 

Old Mutual Asset Management 

OppenheimerFunds, Inc. 

Pacific Investment Management Company 

Palisade Capital Management LLC 

PanAgora Asset Management 

Paradigm Asset Management 

Parametric Portfolio Associates 

Peregrine Capital Management, Inc. 

PineBridge Investments (formerly AIG) 

Pinnacle Asset Management 

Pioneer Investment Management, Inc. 

PNC Capital Advisors, LLC (fka Allegiant Asset Mgmt) 

Principal Global Investors 

Private Advisors 

Prudential Investment Management, Inc. 

Putnam Investments, LLC 

Pyramis Global Advisors 

Pzena Investment Management, LLC 

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

Regions Financial Corporation 

Riverbridge Partners LLC 

Rothschild Asset Management, Inc. 

Royce & Associates 

RS Investments 

Russell Investment Management 

Santander Global Facilities 

Schroder Investment Management North America Inc. 

Scout Investments 

SEI Investments 

SEIX Investment Advisors, Inc. 

Smith Graham and Company 

Smith Group Asset Management 

Standard Life Investments 

Standish (fka, Standish Mellon Asset Management) 

State Street Global Advisors 

Stone Harbor Investment Partners, L.P. 

Systematic Financial Management 

T. Rowe Price Associates, Inc. 

Taplin, Canida & Habacht 

TIAA-CREF 

TCW Asset Management Company 

Tocqueville Asset Management 

UBS Asset Management 

Van Eck 

Versus Capital Group 

Victory Capital Management Inc. 

Vontobel Asset Management 

Voya Investment Management (fka ING) 

Waddell & Reed Asset Management Group 

WCM Investment Management 

WEDGE Capital Management 

Wellington Management Company, LLP 

Wells Capital Management 

Wells Fargo Private Bank 

Western Asset Management Company 

Westwood Management Corp. 

William Blair & Co., Inc. 

 



  AGENDA ITEM III.E. 
 
 

BOARD ACCEPTANCE REQUESTED 
 
 
TO:    State Investment Board    
 

FROM:   Dave Hunter     
 

DATE:   February 19, 2016 
 

SUBJECT:  Investment Policy Statement Cover Memo 
 

 
RIO recommends the Board accept the revised investment policy statements for the 
following three Pension Trust clients: 
 

1. Teachers’ Fund For Retirement – The TFFR board recently approved a revised 

asset allocation policy recommended by Callan and RIO along with a reduced 

actuarial rate of return assumption of 7.75% recommended by Segal Rogers Casey 

and RIO.  Both of these recommendations were approved by the TFFR board after 

the completion of in-depth asset liability studies and actuarial valuations performed 

by highly qualified and experienced professionals.  RIO has attached a brief 

summary presentation which highlights the TFFR board approved changes. 

 

2. City of Grand Forks Employee Pension Plan and City of Grand Forks Park 

District Pension Plan – The Boards for the City of Grand Forks Employee Pension 

Plan and City of Grand Forks Park District Pension Plan adopted revised 

investment performance objectives that conform to performance metrics adopted by 

TFFR and PERS.  These changes are largely formative in nature and do not include 

any asset allocation changes.  The most significant language revision is highlighted 

on the following page. 

  



Investment Objectives - Recommended: 
 

The City Council’s investment objectives are expressed in terms of reward and risk 
expectations relative to investable, passive benchmarks. The Fund’s policy benchmark is 
comprised of policy mix weights of appropriate asset class benchmarks as set by the SIB. 
 
1.  The  fund’s  rate  of  return,  net  of  fees  and  expenses,  should  at  least  match  that  of  

the  policy benchmark over a minimum evaluation period of five years. 

2. The fund’s risk, measured by the standard deviation of net returns, should not exceed 

115% of the policy benchmark over a minimum evaluation period of five years. 

3. The risk-adjusted performance of the fund, net of fees and expenses, should at least 

match that of the policy benchmark over a minimum evaluation period of five years. 

 

Investment Objectives - Current: 
 

The Grand Forks Board of Park Commissioners will seek to make investments that generate 
sufficient return to meet the goals outlined in this policy. The objectives established in this section 
are in accordance with the fiduciary requirement in federal and state law and Grand Forks Park 
District ordinances.  
 
It is in the best interest of the Plan and its beneficiaries that performance objectives be established 
for the total Fund. It is clearly understood these objectives are to be viewed over the long term and 
have been established after full consideration of all factors set forth in this Statement of Investment 
Goals, Objectives and Policies.  
 
a. The Fund’s rate of return, over the long term should equal, that of the policy portfolio which is 
comprised of policy weights of appropriate asset class benchmarks as set by the SIB.  
b. The annual standard deviation of total returns for the Fund should not exceed that of the policy 
portfolio.  
c. Over 10-year and longer periods the Fund should match or exceed the expected rate of return 
projected in the most recent actuarial study without exceeding the expected risk for the period as 
measured by standard deviation. 
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TFFR Investment Policy Statement 
Approved by the TFFR Board on January 21, 2016 

February 19, 2016 
 

. 

 

Dave Hunter, Executive Director/CIO 

Darren Schulz, Deputy Chief Investment Officer 

ND Retirement & Investment Office (RIO) 

State Investment Board (SIB)  
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TFFR Investment Policy Statement  

Summary of TFFR Board Approved Revisions 

 RIO and Callan recommended relatively minor revisions to TFFR’s existing investment 

policy statement noting the vast majority of the changes are conforming in nature: 
 

1. Reducing the actuarial rate of return on assets to 7.75% from 8.00%; and 

2. Adopting the asset class terminology used in Callan’s “Asset Liability Study”. 
 

As example, Global Equity allocations are segmented into Public and Private, while Global 

Fixed Income allocations are segmented into Investment Grade and Non-Investment Grade. 

The TFFR Board approved 

the recommended asset 

allocation on January 21, 2016.  

The new allocation includes a 

1% increase to both Global 

Equity and Fixed Income and 

a 2% decrease to Global Real 

Assets (Timber) while 

maintaining a consistent 

profile for Expected Return 

and Risk (as measured by 

Standard Deviation). 

TFFR Board 

Approved 
Current 

TFFR engaged 

Callan to 

conduct an asset 

liability study 

which resulted in 

the following 

asset allocation 

recommendation 

after review and 

discussion with 

RIO staff. 



3 

Current 

Callan’s “Expected Return” does not incorporate “active 

management premiums” and “are below longer-term 

expectations” with a lower inflation assumption. 

Source:  Callan’s Asset Allocation and Liability Study for the North Dakota Teachers’ Fund for Retirement dated January 21, 2016. 
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Current 
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MEMORANDUM 

 

 

TO:   State Investment Board (SIB) Audit Committee  

 

FROM:  Terra Miller Bowley, Supervisor of Audit Services  

 

DATE:  February 25, 2016  

 

SUBJECT:  Executive Limitations Final Audit Report  
 

Audit Services has completed the annual review of the Executive Director/CIO’s level of 
compliance with State Investment Board (SIB) Governance Manual Executive Limitation polices 
for the calendar year beginning January 1, 2015 and ending December 31, 2015.   
 
During the course of the audit, Audit Services conducted examinations of documentation, 
facilitated a survey of Retirement and Investment Office (RIO) staff, and interviewed key 
personnel. The policies reviewed during the course of the audit were: 
 

 General Executive Constraint (A-1) 

 Staff Relations (A-2) 

 Relating to Public and Government (A-3) 

 Budgeting (A-4) 

 Financial Condition (A-5) 

 Communication and Counsel to the Board (A-6) 

 Asset Protection (A-7) 

 Compensation and Benefits (A-8) 

 Conflict of Interest (A-9) 

 Code of Conduct (A-10) 

 Unrelated Business Interests (A-11) 

 
Audit Services is sufficiently satisfied that the Executive Director/CIO is in compliance with the 
SIB Governance Manual Executive Limitation polices A-1 through A-11.    
  

AGENDA ITEM IV.A.2.
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RETIREMENT AND INVESTMENT OFFICE 

AUDIT SERVICES  

EXECUTIVE LIMITATIONS AUDIT REPORT 

January 1, 2015 – December 31, 2015 
 
Executive Limitations – General Executive Constraint (A-1) 
The following procedures were undertaken during the review of Executive Limitations A-1:  

 Independent interviews were conducted with the Executive Director/CIO, Deputy Executive 
Director/Chief Retirement Officer, Deputy Chief Investment Officer, and Fiscal and 
Investment Operations Manager.  

 Review of available State Investment Board (SIB) agendas and meeting minutes for 
calendar year beginning January 1, 2015. 
 

Executive staff members agree that communication related to executive and board issues and 
processes among executive staff is very good which facilitates a strong working relationship. 
Communication primarily occurs via email and face to face meetings with one formally 
scheduled executive staff meeting per month. Information which is shared is of high quality, 
accurate, and comprehensive. The quantity of information is significant given the critical and 
complex tasks for which RIO is responsible. In the event of a loss of executive services 
executive staff members unanimously agree that the organization would move forward as 
seamlessly as possible with the collaboration of all executive staff. There is a strong feeling 
among executive staff that the organization is comprised of the right individuals who possess 
the knowledge needed to make the organization successful. Various members of the executive 
staff are regular attendees at SIB board meetings. Published meeting minutes confirm 
significant information is shared related to board and chief executive issues and processes 
during the course of these meetings.  
  
Executive Limitations – Staff Relations (A-2) 
The following procedures were undertaken during the review of Executive Limitations A-2:  

 Review of the Retirement and Investment Office (RIO) Administrative Manual and the 
policies contained within. 

 Review of RIO agency records and personnel file of terminated employee. 

 Survey of RIO employees for the purpose of evaluating the Executive Director/CIO in the 
areas of communication, leadership, and valuing employees. 

 
The RIO Administrative Manual sets forth staff responsibilities and administrative policies of the 
RIO. The RIO Administrative Manual includes personnel rules for staff, a policy for effective 
handling of grievances, and policies which protect against wrongful conditions or the violation of 
any state or federal law. Audit Services would recommend that a fraud reporting policy (as 
requested by the SIB Audit Committee) and a Bring Your Own Mobile Device (BYOD) policy be 
added to the RIO Administrative Manual in the upcoming fiscal year. All staff employed as of 
November 24, 2015 reviewed and acknowledged understanding of the policies contained in the 
RIO Administrative Manual via their signatures. One employee voluntarily terminated their 
employment with the RIO during calendar year 2015. The individual was provided an exit 
interview and an employment questionnaire was completed at that time. Survey responses 
provided by RIO employees when asked to rate the Executive Director/CIO in the areas of 
communication, leadership, and valuing employees trended more positive in 2015. A marked 
improvement was noted in the area of communication with a greater number of staff indicating 
they are informed about organizational activities. The Executive Director/CIO continued to 
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receive high marks in the areas of leadership and valuing employees. Some concerns were 
raised regarding the communication between supervisory staff and other management staff, the 
application of office policies in a uniform manner, and the lack of autonomy in completing 
assigned tasks. Ultimately it is important to note that staff acknowledged that they have 
observed the Executive Director/CIO attempting to make improvements and positive changes 
over the course of the last year and are very encouraged by the efforts made.  
 
Executive Limitations – Relating to Public and Government (A-3) 
The following procedures were undertaken during the review of Executive Limitation A-3: 

 Review of the results of the 2015 SIB Customer Satisfaction Survey. 

 Review of RIO Administrative Manual Media Policy. 

 Review of the handling of one media inquiry and one open records request.  
 
A SIB customer satisfaction survey was conducted to ensure that the SIB via the staff of the 
RIO is meeting client expectations. SIB clients were asked to rate performance of verbal 
communication, clarity and effectiveness of written communication, detail provided on reports, 
service delivery, accessibility, responsiveness, efficiency, and knowledge of investments. 
Overall performance was rated at a 3.70 on a weighted scale of 1-4. The score received in 2015 
is consistent with the prior year. Comments received were generally positive. A request for 
assistance in understanding reports provided to client boards was promptly fulfilled by the 
Executive Director/CIO at a subsequent client board meeting. A media request concerning the 
actions taken by the SIB was received in August 2015. A response which was factual in nature 
and accurately represented the activities of the SIB was provided the same day the request was 
received. An open records request was also received in August 2015. Items related to 
communication with an investment manager were requested. Emails and other documents were 
provided within 24 hours. Confidential commercial information was properly withheld per North 
Dakota Century Code (NDCC) statue Chapter 44-04-18.4. 
 
Executive Limitations – Budgeting (A-4) and Financial Condition (A-5) 
The following procedures were undertaken during review of Executive Limitation A-4 and A-5: 

 Review of available information related to the activities of the 64th Legislative Assembly and 
SB 2022 (RIO/PERS Appropriations Bill). 

 Review of quarterly monitoring reports provided to the SIB.  

 Review of available information related to the Novarca Fee Review.  
 

The biennium budget includes both appropriations which are requested and ultimately must be 
approved by the legislature and estimated continuing appropriations which are not included in 
any formal appropriations request. The 2015-2017 RIO/PERS appropriations bill was introduced 
at the 64th Legislative Assembly in January 2015 as SB 2022. The legislature was unable to 
reach a resolution on SB2022 during the regular session which ended in April 2015. SB2022 
was ultimately approved by the legislature during a special session in June 2015. Quarterly 
monitoring reports confirm the RIO concluded the most recent fiscal year operating well within 
budget and had not made any expenditure which exceeded the appropriation authorized by the 
legislature. Excluding retirement annuity and refund payments the largest continuing 
appropriation expenditures are related to investment management fees and consulting 
expenses. Novarca was retained in late 2014 for the purpose of negotiating additional 
investment management fee reductions in private and world equity. Novarca has had success in 
gaining additional fee reductions in the international strategy. A reduction in the level of services 
and/or programs provided by RIO was not initiated in 2015. The RIO expanded operations by 
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accepting a new investment client in 2015. Contingency funds and/or emergency commission 
approval was also not required in 2015.  
 
Executive Limitations – Communication and Counsel to the Board (A-6) 
The following procedures were undertaken during review of Executive Limitation A-6: 

 Review of available State Investment Board (SIB) agendas and meeting minutes for 
calendar year beginning January 1, 2015. 

 Review of Board-Staff Relationship – Monitoring Executive Performance Policy (C-4). 
 

In compliance with Board-Staff Relationship policy C-4 the board was provided quarterly internal 
reports on staff relations, budgeting, financial condition, investment services, and investment 
performance. The board was also provided annual external reports on staff relations, budgeting, 
asset protection, investment services, and investment performance from CliftonLarsonAllen and 
Callan Associates. Policy C-4 also requires an annual internal report on general executive 
constraint, relating to public and government, compensation and benefits, and conflict of interest 
which is satisfied via the executive limitation audit. The Executive Director/CIO continued to 
ensure the board was adequately informed about any relevant trends, anticipated adverse 
media coverage, and material external and internal changes. The Executive Director/CIO is 
responsible for providing the board with necessary information required to facilitate informed 
decision making. In 2015 the board was provided with education, published materials, and 
access to industry experts all of which provided in depth information on various topics. Staff is 
also in regular attendance to provide insight, opinions, and general information on a variety of 
topics. Efforts to improve overall transparency specifically focusing on greater public access to 
SIB board member information, meeting materials, meeting minutes, meeting schedules, and 
the SIB Governance Manual were also undertaken in 2015. 
 
 Executive Limitations – Asset Protection (A-7) 
The following procedures were undertaken during review of Executive Limitation A-7: 

 Review of State Fire and Tornado Commercial Insurance Policy – FY 2015 and 2016. 

 Review of Risk Management Manual – Section 2: Risk Management Fund. 

 Review of Commercial Blanket Bond No. 3728 – CY 2014 and 2016. 

 Review of NDCC Chapter 26.1-21 State Bonding Fund. 

 Review of third party investment performance monitoring reports. 

 Review of internal asset and investment performance overview reports. 
 

The State Fire and Tornado Fund provides building and business personal property insurance 
coverage to state entities including RIO. Given that RIO leases office space and has had no 
significant additions to personal property current insurance limits are adequate. The Risk 
Management Division of the Office of Management and Budget provides coverage for liability 
resulting from third party bodily injury, personal injury, professional liability, errors and omissions 
or property damage resulting from operations. The State Bonding Fund provides a commercial 
blanket bond for the agency. RIO continues to make efforts to improve overall security of 
intellectual property, information, files, and physical office space. CliftonLarsonAllen issued the 
results of their most recent audit of financial statements issued June 30, 2014 and 2015. RIO 
received an unmodified clean opinion. It has been determined that actual versus target asset 
allocation, excess return generation, and current level of risk assumed are strong indicators that 
the investment process undertaken by RIO is in compliance with SIB investment policies. Asset 
versus target asset allocation data indicates that current asset allocations for the consolidated 
funds are within established thresholds. As of September 30, 2015 every pension client 
generated positive excess returns for the 1, 3, and 5 year periods. As of June 30, 2015 every 
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insurance trust client generated positive excess returns for the 1, 3, and 5 year periods with two 
exceptions. Current risk levels are within acceptable parameters for the consolidated pension 
and insurance trusts, risk as measured by standard deviation has continued to decline. 
 
Executive Limitations – Compensation and Benefits (A-8) 
The following procedures were undertaken during review of Executive Limitation A-8: 

 Review of Salary Administration Procedures (Chapter 4-07-02). 

 Review of ND Salary Ranges July 1, 2015 – June 30, 2016. 

 Review of ND Agency Position Number Listing – 2014 and 2015. 

 Review of available State Investment Board (SIB) meeting minutes – June 26, 2015. 
 
Staff compensation and benefits are within required parameters and in compliance with ND 
Administrative Code Chapter 4-07-02. The compensation and benefits of the Executive 
Director/CIO are being administered per SIB directive as detailed in approved SIB board 
meeting minutes for June 26, 2015. Salary increases received by RIO staff throughout 2015 
including probationary, equity, performance, and additional workload were properly documented 
and administered.  
 
Executive Limitations – General Executive Constraint (A-1), Conflict of Interest (A-9) , 
Code of Conduct (A-10), and Unrelated Business Interests (A-11) 
The following procedures were undertaken during review of Executive Limitation A-9, A-10, and 
A-11: 

 Review of Executive Limitation Conflict of Interest Policy (A-9) and Exhibit A-I – SIB 
Governance Manual. 

 Review of Code of Conduct Policy (2.3-2.5) – RIO Administrative Manual.  

 Review of annual affirmations – Conflict of Interest Policy (A-9) and RIO Administrative 
Manual Policies.  

 Independent interviews were conducted with the Executive Director/CIO, Deputy Executive 
Director/Chief Retirement Officer, Deputy Chief Investment Officer, and Fiscal and 
Investment Operations Manager.  

 
The Executive Director/CIO affirmed understanding of the SIB Governance Manual Executive 
Limitation Policy A-9 via his signature on the annual affirmation form (Exhibit A-I). All staff 
employed by RIO as of November 24, 2015 affirmed knowledge of and an understanding of the 
policies contained with the RIO Administrative Manual via signatures on the annual affirmation 
form. No actual or potentially perceived conflicts of interest were noted by the Executive 
Director/CIO or any member of the RIO staff.  



AGENDA ITEM IV.B. 

BOARD ACCEPTANCE REQUESTED 

To:  State Investment Board 

From:  Dave Hunter 

Date:  February 19, 2016 

RE:  Appointment of Executive Review Committee 

__________________________________________________________________________ 

SIB Governance Manual C-4 on Monitoring Executive Performance states that “Each March 

the board will conduct a formal evaluation of the Executive Director / Investment Officer.  This 

evaluation will be based on accomplishments of Ends and Compliance with Executive 

Limitations.  At the February board meeting, the chairperson will appoint a three-

member committee to review the board’s evaluation and make a recommendation to the full 

board concerning the salary for the Executive Director / Investment Officer.”   

In anticipation of the SIB Chairman appointing a three member “Executive Review 

Committee”, the Executive Director/CIO notes that RIO’s Supervisor of Audit Services, 

Terra Miller-Bowley, may be requested to administer the Executive Director/CIO Survey 

on behalf of the SIB and/or the Executive Review Committee.   

A sample copy of the Executive Director/CIO Survey is attached for reference or discussion 

purposes. 

 

Attachments: SIB Executive Director/CIO Survey 



This evaluation tool assesses on six major categories. When evaluating, use the following
categories (indicate a rating of 1, 2, or 3 in each area):

1) DOES NOT MEET EXPECTATIONS: Executive Director/CIO is not performing acceptably and
expectations are not being met. Goals for improvement must be set and performance review date
established (3-6 months).

2) MEETS EXPECTATIONS: Executive Director/CIO is performing acceptably and is meeting all
standards and expectations.

3) EXCEEDS EXPECTATIONS: Executive Director is performing beyond and exceeds the
established standards and expectations.

To ensure the best possible feedback for the Executive Director/CIO, it is suggested that ratings of
DOES NOT MEET EXPECTATIONS and EXCEEDS EXPECTATIONS include comments that qualify
that rating.

Introduction

David Hunter - Ends and Compliance with Executive Limitations (State Investment Board)

1. State Investment Board Member Completing the Evaluation:*

1



(Reference: Executive Limitations A-6)

CATEGORY 1 - Board Meetings

David Hunter - Ends and Compliance with Executive Limitations (State Investment Board)

Comments

2. The Executive Director/CIO prepares agenda items with supporting information and disseminates to
State Investment Board members at least three days prior to the meeting.

1

2

3

Not Applicable

Comments

3. The Executive Director/CIO provides appropriate information to the State Investment Board either in
writing or verbally to aid in decision-making related to policy development, asset allocation, portfolio
structure, and investment strategies.

1

2

3

Not Applicable

2



Comments

4. The Executive Director/CIO provides board material that identify items, which need "Board Action" and
makes a staff recommendation where appropriate.

1

2

3

Not Applicable

Comments

5. The Executive Director/CIO provides education at board meetings in order for the State Investment
Board to adequately perform their role.

1

2

3

Not Applicable

3



(Reference: Executive Limitations A-6)

CATEGORY 2 - Board Relations

David Hunter - Ends and Compliance with Executive Limitations (State Investment Board)

Comments

6. The Executive Director/CIO is responsive to requests of the State Investment Board, adapts to the State
Investment Board's direction on policy, and works with the board as a team member.

1

2

3

Not Applicable

Comments

7. The Executive Director/CIO keeps the State Investment Board aware of current issues and, when
appropriate, provides information between board meetings.

1

2

3

Not Applicable

4



Comments

8. The Executive Director/CIO provides timely and accurate problem identification to the State Investment
Board as well as solutions and options for consideration.

1

2

3

Not Applicable

5



(Reference: Executive Limitations A-2, A-4, A-5 and A-7)

CATEGORY 3 - Office Operations

David Hunter - Ends and Compliance with Executive Limitations (State Investment Board)

Comments

9. The Executive Director/CIO adequately prepares a biennial budget, which includes, but is not limited to
the following sub-categories:

3.2.1 - Biennial budget is prepared pursuant to OMB guidelines and submitted pursuant to guidelines
established by the Office of the Governor. 
3.2.2 - Does not reduce the level of service, or anticipate a reduction in the level of service, of any
Retirement and Investment Office program without the prior approval of the State Investment Board.
3.2.3 - Expenditures for budget items do not exceed the appropriation without approval of the State
Investment Board.

1

2

3

Not Applicable

Comments

10. The Executive Director/CIO provides leadership, coaching and effective feedback to RIO staff,
recommending measures to improve performance and increase efficiency.

1

2

3

Not Applicable
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Comments

11. The Executive Director/CIO maintains and continues to develop positive working relationships across all
organizational units and levels.

1

2

3

Not Applicable

Comments

12. The Executive Director/CIO provides adequate staffing for the NDRIO, which includes, but is not limited
to the following sub-categories:

3.4.1 - All applicable personnel rules of the State of North Dakota are followed. 
3.4.2 - Staff performance evaluations are completed at least annually. 

1

2

3

Not Applicable

7



(Reference: Executive Limitations A-6, A-7, A-9 and Ends D-3, D4)

CATEGORY 4 - Investment Programs and Program Operations

David Hunter - Ends and Compliance with Executive Limitations (State Investment Board)

Comments

13. The Executive Director/CIO maintains approved Investment Objectives and Policies.

1

2

3

Not Applicable

Comments

14. The Executive Director/CIO effectively advises, monitors and reports investment performances, which
includes, but is not limited to the following sub-categories:

4.2.1 - Produces accurate and timely reports which are provided to the State Investment Board concerning
investments, progress and compliance with investment policies. 
4.2.2 - Advises and makes recommendations to the State Investment Board regarding investment programs
and strategies. 
4.2.3 - Recommends corrective actions as necessary to investment strategies.
4.2.4 - Monitors, analyzes, and recommends changes for all investment costs, including commissions,
manager fees, and other costs.

1

2

3

Not Applicable

8



Comments

15. The Executive Director/CIO effectively monitors investment strategies, which includes, but is not limited
to the following sub-categories:

4.3.1 - Formulates, evaluates, and recommends an investment policy for all of the State Investment Board
client assets, including asset allocation, structure of investment assets and, upon approval, implementation
of the policy. 
4.3.2 - Makes recommendations to the State Investment Board related to the Watch List.
4.3.3 - Monitors and evaluates total portfolio risk and return and recommend adjustments to the asset
allocation, investment strategy, manager structure and guidelines.
4.3.4 - Researches and recommends new asset classes and innovative investment management styles
that can increase the return on assets, reduce risk, or reduce costs to the plan. 

1

2

3

Not Applicable

9



Comments

16. The Executive Director/CIO effectively monitors investment managers, which includes, but is not limited
to the following sub-categories:

4.4.1 - Adjust managers' assets to maintain proper risk levels and asset allocation targets.
4.4.2 - At least quarterly, evaluates and reviews the investment activity and portfolio management of the
investment managers.
4.4.3 - Reports a summary of investment manager activity and compliance with investment policy and
contractual guidelines to the State Investment Board and individual plan governing boards. 
4.4.4 - Regularly meets with the investment managers to review performance and other activity.
4.4.5 - Oversees and, when necessary, participates in searches for new investment managers and
consultants, negotiates fees and contracts, and recommends termination of managers. 

1

2

3

Not Applicable

Comments

17. The Executive Director/CIO maintains high fiduciary standards.

1

2

3

Not Applicable

10



Comments

18. The Executive Director/CIO adequately provides State Investment Board contract management, which
includes, but is not limited to the following sub-categories:

4.6.1 - Distributes and analyzes bids for services to facilitate decision-making for the State Investment
Board.
4.6.2 - Monitors contractor performance and advises the State Investment Board of any issues, including
options for responding and recommendations for associated action plans. 
4.6.3 - Provide direction to all contracts to insure that State Investment Board objectives are achieved. 
4.6.4 - Insure that all contractors comply with contract provision, state law and administrative rules. 

1

2

3

Not Applicable

11



(Reference: Executive Limitations A-3, A-9)

CATEGORY 5 - Public/Legislative Relations

David Hunter - Ends and Compliance with Executive Limitations (State Investment Board)

Comments

19. The Executive Director/CIO provides necessary information, through regular effective communications
and timely programs, to various stakeholders.

1

2

3

Not Applicable

Comments

20. The Executive Director/CIO represents RIO and promotes State Investment Board programs to various
stakeholders, constituencies, political subdivisions and the state legislature.

1

2

3

Not Applicable

12



Comments

21. The Executive Director/CIO develops legislative proposals in concert with the State Investment Board
and represents the board in communications and presentations to the legislature.

1

2

3

Not Applicable

Comments

22. The Executive Director/CIO properly informs the Legislature, through the Interim Committee, regarding
the status of the investment funds which fall under the oversight of the State Investment Board.

1

2

3

Not Applicable

Comments

23. The Executive Director/CIO has developed a rapport with legislators to ensure the credible recognition
of the positions of the State Investment Board.

1

2

3

Not Applicable

13



(Reference: Executive Limitations A-2, A-6)

CATEGORY 6 - Professional Skills and Development

David Hunter - Ends and Compliance with Executive Limitations (State Investment Board)

Comments

24. The Executive Director/CIO maintains membership and involvement in professional organizations and
is current with applicable certifications.

1

2

3

Not Applicable

Comments

25. The Executive Director/CIO provides visionary and strategic leadership to the State Investment Board.

1

2

3

Not Applicable

14



Comments

26. The Executive Director/CIO exhibits a positive and results-oriented style with a predisposition to
building consensus and goal achievement through collaboration.

1

2

3

Not Applicable

Comments

27. The Executive Director/CIO demonstrates the ability to dissect highly complex issues and effectively
develop and communicate a corresponding plan of action.

1

2

3

Not Applicable

Comments

28. The Executive Director/CIO has reasonably attained professional goals for present year.

1

2

3

Not Applicable

15



Comments

29. The Executive Director/CIO adheres to all laws, rules, policies, procedures, and professional ethics.

1

2

3

Not Applicable

Comments

30. The Executive Director/CIO exhibits courtesy and respect in all interactions.

1

2

3

Not Applicable

Comments

31. The Executive Director/CIO understands motivational drivers and is skilled at getting individuals, teams,
and the entire organization to perform at the highest possible level and to embrace change.

1

2

3

Not Applicable
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NORTH DAKOTA RETIREMENT AND INVESTMENT OFFICE 
 

INTERIM UPDATE 
 

 February 19, 2016 
 

STAFF RELATIONS 
 

 
RIO was successful in hiring Len Wall as our new Data Processing Coordinator III on 
February 16, 2016.  Rich Nagel, Supervisor of Information Systems, notes that “Len is very 
qualified for the position and he will fit in great at RIO.”  Rich expanded his considerable 
duties and responsibilities to fulfill our IT needs over the past 8-1/2 months while this key 
position was open.   
 

 
 

AGENDA ITEM IV.C. 



  AGENDA ITEM V. 
 
TO:    State Investment Board    
 

FROM:   Dave Hunter     
 

DATE:   February 19, 2016 
 

SUBJECT:  Board Education on Fiduciary Duty – Investment Risk Tolerance 
 

 

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. 
 
In recent months, we focused on “Governance Structure”, “Investment Policy”, “The Fund’s 
Mission” and “Investment Objectives”.  This month, we will focus on “Investment Risk Tolerance”.  
As a result, RIO encourages SIB and RIO members to review pages 47-to-56 of “A Primer for 
Investment Trustees”. 
 
Section 5: Investment Risk Tolerance 
 

1. Investors often focus largely on returns and fail to consider the risk involved in generating 

those returns.   

2. Decision makers purposely take on certain investment risks with an expectation of receiving 

a positive return. A fund’s primary investment risks are based on the capital markets, active 

management and liquidity. 

3. Quantifying investment risks usually begins with an examination of historical returns and a 

calculation of the dispersion (often expressed as the standard deviation) of the returns. 

4. Higher expected returns are associated with higher risk. Investors should be compensated 

for bearing more uncertainty with an expectation of realizing higher returns. 

5. The simplest and most cost efficient way to manage risk is through adequate diversification. 

6. Asset classes whose returns display lower correlations are attractive when combined as 

they enhance diversification and reduce a fund’s overall risk level. 

7. Risk is a scarce resource that should be managed, monitored and clearly reported. 

8. Risk management involves thinking about what might happen and what to do if bad events 

become reality.  Stress scenarios can be helpful in preparing for a variety of undesirable 

outcomes and the ability of a fund to recover over time (and are often used by regulators). 

9. Risk tolerance indicates an investor’s ability to bear losses in pursuit of higher returns.  A 

fund’s decision makers need to be able to set aside personal concerns and arrive at a 

collective risk tolerance for the fund which is consistent with the fund’s mission and 

objectives. 



SIB Client Investment Risk Tolerance is Managed, Monitored and Reported Quarterly: 
 
SIB client investment policy statements contain risk metrics measured in terms of relative standard 
deviation to the policy benchmark noting the following. 
 

1. Every Pension Trust client was adhering to prescribed risk criteria in which actual historical 

standard deviation should not exceed the policy benchmark by more than 115% (with 

PERS and TFFR at 105%) for the 5-years ended December 31, 2015.   

2. Every Non-Pension Trust was within 100 basis points of the relevant policy benchmark for 

the 5-years ended December 31, 2015, if applicable.  

3. Risk Adjusted Excess Returns were also positive for over 90% of our SIB clients for the 5-

years ended December 31, 2015. 

 

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

October 2015  Session 1:  Governance Structure 
 
November 2015 Session 2:  Investment Policy 
   Session 3:  The Fund’s Mission 
 
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) 
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Session 5. Investment Risk 
Tolerance

I think we should follow a simple rule:
If we can take the worst, take the risk.

—Dr. Joyce Brothers

Novice investors commonly focus on returns and give only passing consider-
ation to risk. Even sophisticated investors are prone to this myopia at times.
Molly, you’ve probably observed this phenomenon simply by reading main-
stream financial press reports reviewing investment results at year-end. These
articles highlight the star performers and invariably display the top managers’
performances only in terms of returns. The stories make no reference to the
amount of risk the managers took in the pursuit of those stellar outcomes.

Return Is Only Half the Story 
The cause of this serious and persistent oversight should come as no surprise
to you. Investment returns are a tangible, after-the-fact concept. The trustees
and staff can clearly see the effect of returns as they periodically examine the
Fund’s asset statement. Investment risk, however, is an intangible, before-the-
fact idea. Its impact on the Fund’s value can be only vaguely discerned by
observing the volatility of that value over time. Risk involves the notion of a
range of possible investment values in the future. But in the end, the Fund has
one and only one value, and that value is generated by its investment return. In
that sense, we actually experience returns but we only predict risk.

Yet, in fulfilling your duties as a trustee, risk plays a much more important
role than do returns. Returns are the past; risk is the future. The investment
committee can attempt to influence the direction of the Fund only in the future,
not in the past. Benjamin Graham, the father of security analysis, once said,
“The essence of investment management entails the management of risk, not
the management of returns.” The trustees can’t control the Fund’s returns,
Molly, but it is your responsibility to manage risk by ensuring that robust
investment policies and processes are in place, with proper controls, account-
ability, oversight, and reporting.
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Types of Investment Risk
From the trustees’ perspective, investment risk ultimately refers to the possibil-
ity of not achieving the Fund’s investment objectives and mission or, more
generally, not being able to provide the Fund’s beneficiaries with the benefits
that they expect or have been promised. A variety of investment risks can affect
the success of the investment program. The investment committee has chosen
to bear some of these risks purposely because it expects to earn a return
commensurate with the uncertainty in outcomes caused by those risks. The
trustees have attempted to identify and minimize other risks, those for which
they expect to receive no reward.

The primary types of investment risks to which the trustees intentionally
expose the Fund fall into three primary categories:

• capital market risk,

• active management risk, and

• liquidity risk.

First, capital market risk arises because investing in the capital markets (for
example, the stock and bond markets) brings with it an uncertainty in returns
caused by a common sensitivity of the markets to broad economic events. When
the economy is doing well, all risky financial assets tend to benefit to some
degree, and it is the opposite situation when the economy is doing poorly.
Because, as a whole, investors in the capital markets cannot avoid this sensitiv-
ity, they will hold these risky assets only if they are paid to do so. The investment
committee expects that the markets will reward long-term investors who bear
this capital market risk.

The second risk that the investment committee expects to be rewarded for
bearing is active management risk. We introduced this type of risk in our
discussion of governance structure in Session 1. The term refers to the uncer-
tainty of a manager’s performance relative to the manager’s benchmark. We’ll
talk more about passive and active management in our next session, but for the
moment, recall that passive managers expect to generate performance roughly
equal to that of their benchmarks. Active managers, on the other hand, produce
returns that are different (either positively or negatively) from their benchmarks’
returns. The difference in a manager’s performance from that of the benchmark
is referred to as active management return. The trustees are willing to incur the
uncertainty associated with this active management return because they believe
that the staff can identify managers with investment skill who will generate
performance, over time, in excess of their benchmarks.
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The third compensated source of investment risk is liquidity risk. For
example, the Fund invests in various forms of private equity that, in many
respects, are similar to the Fund’s common stock investments, but the private
equity holdings are much more illiquid. The investment committee invests in
private equity partly because the trustees believe that the market will pay an
incremental return to investors willing to take the chance that they will not be
able to quickly convert the value of their private equity investments into cash.

Other investment risks create uncertainty in the Fund’s investment perfor-
mance, but for those risks, the investment committee does not expect any return
as compensation. For example, if the staff is not careful how assets are allocated
to the investment managers, then they may introduce “style bias” (that is, an
undesirable concentration of assets in a particular investment strategy, such as
small company growth stocks) that can have a material impact on the Fund’s
returns in a particular asset class. The trustees have no reason to expect to be
rewarded, however, for bearing that type of risk. As a consequence, the
investment committee has directed the staff to minimize exposures to this risk
and other forms of uncompensated risk as cost-effectively as it can.

Measuring Risk
How do we quantify risk? Some practitioners don’t even try. They contend that
investment risk is too dynamic and subtle a concept to summarize numerically.
They prefer to rely on intuition, experience, and rules of thumb to control
investment risk. The Freedonia University Investment Committee has directed
the staff to attempt to define risk quantitatively, although the committee
members realize the inherent difficulties of doing so and thus never blindly rely
on numerical estimates. However, it doesn’t matter whether one uses a quali-
tative process, quantitative process, or a mix of the two. What is crucial is that
the process be structured, comprehensive, and proactive rather than ad hoc,
narrow, and reactive.

The investment staff’s risk quantification process begins with an estimation
of the distribution of potential returns for the investments under consideration.
That distribution describes the range and associated probability of various
outcomes. Typically, the staff uses historical return information to provide the
starting point for estimating this return distribution. From there, the staff
calculates the distribution’s standard deviation, which measures the size of
fluctuations around the distribution’s most likely, or expected, value. High-risk
investments tend to be more volatile than low-risk investments and will have a
wider dispersion of outcomes (hence, a larger standard deviation). For a normal
(bell-shaped) distribution, the standard deviation fully describes the dispersion
of the return distribution and is a key descriptor of investment risk.
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For example, consider an investment in common stocks compared with an
investment in government bonds. Stocks may conceivably lose their entire value,
but they may also increase several multiples in value. U.S. government bonds,
however, although they may decline in value in the near term because of increases
in interest rates, will never explicitly default—or at least we hope not. Similarly,
although government bonds may temporarily rise in value because of a fall in
interest rates, they will never return more at maturity than their principal value.
As a result, government bonds are less risky than common stocks; the standard
deviation of common stock returns is greater than the standard deviation of
government bond returns.

Of course, what the staff is really looking for is a measure of the size and
frequency of potential losses, especially large losses, not simply a measure of
volatility. Certainly, there are numerous conceptual problems involved in using
standard deviation as the measure of risk. Indeed, you should be skeptical,
Molly, of any single statistic used to summarize risk. For example, you should
question whether investment returns are normally distributed; if not, standard
deviation could be a poor gauge of risk. The returns on some types of invest-
ments, such as options, most certainly are not normally distributed. One can
make the case that returns on even such “plain vanilla” investments as stocks
and bonds are not normally distributed. Moreover, standard deviation doesn’t
differentiate between upside and downside results; it only measures volatility,
and volatility is not risk. Still, despite its flaws, for largely practical reasons,
standard deviation has long maintained its place as a primary risk metric.
Virtually all the reports you will see from investment managers and the staff
will use standard deviation as the most common risk measure.

Risk involves the chance of loss taken with the hope of earning an
acceptable profit. More precisely, risk incorporates both the probability and
the magnitude of potential loss. Some practitioners, therefore, express risk by
using both standard deviation and a measure of the size of the investment (such
as dollars invested). The combination of the two factors is used to create a risk
metric called “value at risk” (VaR), which indicates the amount that the
investor might lose, at a minimum, with a given probability (for example, a 5
percent chance of losing at least $10 million). 

The staff also estimates risk by conducting stress tests that evaluate the
potential impact of adverse investment environments on the Fund’s invest-
ments. Other practitioners focus on more intricate measures of risk that
characterize the return distribution in complex ways, but those measures are
well beyond what we can cover in this session.
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Relationship between Risk and Expected Return
As you are probably aware, risk and expected return tend to go together. That
is, investments with high risk levels will typically have high expected returns.
Why? Well, it is generally assumed that investors as a group tend to prefer less
risk to more risk for the same expected return. Molly, suppose you were asked
to choose between an investment with a guaranteed 8 percent return or one
with an expected 8 percent return but a chance to earn between 4 percent or 12
percent. Most likely, you’d take the certain return. You probably can be enticed
to own riskier investments only if you anticipate earning higher returns. You
would give up the guaranteed 8 percent return only if the risky investment had
an expected return higher than 8 percent.

It makes sense that this relationship should hold true. That is, if investors
truly dislike risk, then the greater the potential for loss associated with the risky
investment, the more return investors will demand (or expect) in order to hold
that security or a portfolio of those securities. Notice we don’t say that the
greater the potential for loss, the more return investors will earn. If a riskier
investment always had a greater return, then it wouldn’t be risky. So, the extra
reward on a risky investment has to be prospective, and the possibility must
exist that the extra payoff may not actually occur.

This relationship between risk and expected returns is observed when we
examine historical capital market returns. Asset classes with higher standard
deviations (such as common stocks) actually have earned higher returns over
reasonably long periods of time than have asset classes with lower standard
deviations (such as government bonds). In any given month or year, bonds can
and do outperform stocks, sometimes by considerable margins, but when we
look at returns over decades, we see that the capital markets have rewarded
taking on risk.

Managing Risk through Diversification
There are ways to directly insure some types of investments against certain types
of losses, but this insurance involves paying a hefty premium. A much cheaper
and simpler technique to protect against risk is diversification—building a
portfolio out of investments whose returns do not move in the same direction
at the same time (that is, whose returns are not highly positively correlated).

The old saying, “Don’t put all your eggs in one basket,” alludes to the
wisdom of diversification. Suppose you have two assets, A and B, with the same
expected return and the same risk. If their returns don’t always move in lockstep,
then the combination of the two has the same expected return but a lower risk
than either one of the two assets individually. Bad things happening to Asset
A tend to be offset at the same time by good things happening to Asset B, and
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vice versa. Adding uncorrelated asset classes to a fund tends to reduce the fund’s
risk. For this reason, many funds include real estate, commodities, distressed
bonds, and so on, in addition to stocks and bonds in their investment programs.
Finding and managing low-correlated or uncorrelated asset classes is not simple
and has numerous potential pitfalls, but the benefits can be substantial.

Diversification has been referred to as the one “free lunch” in investing.
Of course, after the fact, it will turn out that one asset had a higher return
than the others, so if you had known that outcome in advance, you wouldn’t
have diversified. In that sense, the lunch isn’t really free. But as noted when
we began this discussion, investment management is about managing risk,
not managing return.

As a trustee, Molly, you should assure yourself that the investment staff
at Freedonia University has taken full advantage of available diversification
opportunities. You should inquire about concentrated allocations to particular
asset classes or even individual investments and question the assumptions
behind those decisions. When the staff requests to add new asset classes, you
should question whether the staff has considered how those investments
correlate with the Fund’s existing investments and whether their addition
improves the Fund’s diversification.

But beware on two counts. First, many asset classes seem to display a low
correlation with one another in normal economic environments. When the
market climate turns sour, however, some of these asset classes actually experi-
ence high correlations, thereby producing negligible diversification benefits.
For example, in economic expansions, high-yield debt acts like other bonds; in
recessions, it acts more like equity, which severely diminishes its diversification
value. As a result, there is a saying that “the only things that go up in a down
market are correlations.” Still, cash and government bonds usually do go up in
value in a down market for stocks because cash and bonds are perceived as safe
havens. It is important, therefore, not to overlook these “boring, old-fashioned”
asset classes.

Second, some asset classes that appear to be good diversifiers involve
considerable costs, in terms of both management and transaction expenses, and
they may be illiquid as well. The benefits of the diversification they offer can
be outweighed by the cost drag on investment returns.

Diversification offers a simple and generally low-cost means of managing
investment risk. It requires no special knowledge of the trustees’ collective risk
tolerance or the Fund’s investment objectives. As a result, it is a widely used
risk-control procedure. However, many funds have deployed more sophisti-
cated techniques of managing their risk levels while targeting expected returns.
Those methods have become widely referred to as “risk budgeting.”
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Risk Budgeting
The ability to bear risk is a scarce resource in the same way that capital (i.e.,
money) is a scarce resource. Thus, risk should be allocated to investments that
offer the most return for the amount of the resource (risk) invested. The
investment committee budgets, or allocates, capital to various investments. The
same amount of capital can be invested in a six-month U.S. T-bill or a venture
capital start-up with considerably different consequences for the Fund. As a
result, you can see that the trustees are allocating more than simply dollars; they
are really allocating risk. The idea of risk budgeting requires quantifying the
risk of various types of investments and combinations of investments. This
process allows the trustees and staff to use a common language, or metric, for
allocating risk, measuring whether too much or too little risk has been allocated,
and comparing actual results with expectations.

Through the risk-budgeting process, the investment staff can decide
beforehand how much individual security risk to allow, how much capital to
give any one manager, how much of the portfolio to hold in particular asset
classes, and so on. Risk budgeting permits the staff to evaluate trade-offs in
terms of risk and expected return between available portfolio choices. The
amount of risk that the staff budgets to any particular investment (for example,
an asset class or a manager) should have a close relationship to the expected
return on that investment. Indeed, part of the value added by a risk management
program is to help frame investment decisions in terms of the return required
to justify taking on a particular type of risk.

Risk budgeting involves the use of quantitative risk models that provide
insight regarding allocations to asset classes, managers, and even individual
investments. Inputs into these models often include estimates of the standard
deviations of the available asset classes, the correlations among those asset
classes, and the returns expected to be produced by those asset classes. The
output of a risk model is a set of allocations to asset classes and/or managers
within asset classes that are expected to produce returns and risks consistent
with the trustees’ preferences.

Investment Risk Tolerance
We have taken a roundabout way to get to the subject of this session—namely,
investment risk tolerance. Perhaps the most important part of managing risk is
the human element. The markets are unpredictable in unpredictable ways.
There will always be more unknowns and chaos to confound us. Molly, your
risk tolerance reflects your ability to handle the ups and downs of markets and
their impact on the Fund. High risk tolerance doesn’t mean you can watch
market volatility without emotion. Rather, it means that in those periods when
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markets are volatile and serious losses are occurring, you are likely to be
confident that the capital markets do reward patient risk takers over the long
run. Low risk tolerance implies that you are uncomfortable with market
volatility and would prefer to forgo higher expected returns in exchange for
more predictability and reduced chances of serious losses.

Why is investment risk tolerance important? As we discussed, expected
returns are directly related to risk. The higher the returns that the investment
committee targets for the Fund, the more risk the Fund will have to incur. The
trustees implement their decisions primarily through their choice of the Fund’s
policy asset mix. Consultants and the staff can offer you and the other trustees
advice regarding the risk level needed to achieve the Fund’s investment objec-
tives. In the end, however, only the trustees can establish the appropriate risk
level for the Fund and only the trustees collectively must be able to tolerate that
risk level. If the investment committee sets a risk level for the Fund inconsistent
with what the trustees are capable of bearing, then bad decisions will invariably
be made at the worst possible times. When market volatility hits the Fund and
significant losses occur, the trustees don’t want to fall victim to fear and propose
reducing risk at the wrong time. To sell at the bottom, out of an inability to
contemplate further losses, simply locks in those losses and makes it much less
likely that the Fund can recover.

Molly, you should understand the difference between your personal risk
tolerance and the investment committee’s risk tolerance. Your own investment
time horizon and financial situation undoubtedly differ from those of the Fund.
As a trustee, you must be able to set aside your personal concerns and focus on
what is best for the Fund over the long run. Consequently, it is likely that the
risk level that the investment committee assigns to the Fund will differ from
what you would apply to your personal portfolio, whether that involves more
or less risk in the Fund than in your portfolio.

We can’t easily quantify risk tolerance. As a trustee, you may be asked to
provide opinions as to the maximum volatility in the Fund’s returns that you
would accept or the maximum loss that you might be willing to experience over
a year or multiyear period. Aggregated across the investment committee, the
answers help convey a sense of how much risk the trustees can bear. In the final
analysis, however, no formula can determine the trustees’ collective risk toler-
ance and the associated “right” policy asset mix to achieve the Fund’s investment
objectives. The staff and the consultants will portray the range of investment
outcomes associated with any particular asset strategy, but it is up to the trustees
to imagine how they, as a group, would feel in a market crisis and, more
importantly, to imagine how they should—or shouldn’t—react.
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Takeaways
• Investors often focus largely on returns and fail to consider the risk involved

in generating those returns.
• A fund’s decision makers purposely take on certain investment risks with

an expectation of receiving a positive return over time. A fund’s primary
investment risks are capital market risk, active management risk, and
liquidity risk.

• Additional risks for which there is not an expected return can have a
material impact on an investment program. These risks should be identified
and minimized.

• Quantifying investment risk usually begins with an examination of histor-
ical returns and a calculation of the dispersion (often expressed as the
standard deviation) of the distribution of those returns.

• Higher expected returns are associated with higher risk. Investors need to
be compensated for bearing more uncertainty with an expectation of
realizing higher returns.

• The simplest and cheapest way to manage risk is through adequate
diversification.

• Asset classes whose returns display low or zero correlations are attractive
because when combined, they enhance diversification and reduce a
fund’s risk.

• Risk is a scarce resource that should be managed carefully. Some fund
sponsors do so through formal risk-budgeting processes that quantify the
trade-off between risk and expected return.

• Risk management is like any other management process: It involves
thinking about what might happen and what to do if bad things happen.

• Risk budgeting involves evaluating the trade-off between risk and expected
return of various combinations of investments.

• Risk tolerance indicates an investor’s ability to bear losses in the pursuit of
higher returns. A fund’s decision makers need to be able to set aside their
personal concerns and arrive at a collective risk tolerance for the fund that
is consistent with the fund’s mission and investment objectives.

QUESTIONS MOLLY SHOULD ASK
• What risks do I face as a fiduciary?
• What are the most important risks faced by the Fund? Who is responsible

for managing each of them? What are we doing (or not doing) to mitigate
those risks?
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• Do we have an established process for identifying, quantifying, and man-
aging investment risk?

• Who on the investment staff is responsible for our risk management efforts?
• Do we engage in any formal type of risk budgeting? If so, what is that

process? If not, why not?
• Does our risk management focus only on the Fund’s assets, or does it also

take into account the Fund’s liabilities?
• Given the current investment policy, how much could the Fund lose in a

“worst-case” scenario?
• What market events could cause serious liquidity concerns for the Fund?
• In what areas of the investment program, if any, do we purposely concen-

trate our investments, and what is the rationale for doing so?
• Is there a regular risk report to the investment committee that discusses

each risk and the management/mitigation process?
• How do the Fund’s consultants contribute to the risk management process?
• What types of discussions and studies have been carried out by the trustees,

the staff, and the consultants to determine the investment committee’s
collective risk tolerance?

• Is there general agreement among the trustees that the level of risk in the
Fund is consistent with the Fund’s mission and investment objectives?
Where has there been disagreement?
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