
 
TUCSON SUPPLEMENTAL RETIREMENT SYSTEM 

BOARD OF TRUSTEES AGENDA 
 

DATE:  Thursday, November 19th, 2015  
TIME:  8:30 a.m.       
PLACE: Finance Department Conference Room, 5th floor  

      City Hall, 255 West Alameda 
    Tucson, Arizona 85701 

 
 

A. Consent Agenda  
1. Approval of October 30th  Board Meeting Minutes Note 1 
2. Retirement ratifications for November 2015  
3. October 2015 TSRS expenses and revenue compared to budget 
 

B. Administrative Discussions  
1. Selection of Board Member to Participate in Oral Board Interviews for Pension Administrator 
2. Update on TSRS Code Revisions to be Approved by Mayor and Council 
3. 2016 TSRS Board Meeting Calendar 

 
C. Investment Activity Report 

1. TSRS Portfolio composition, transactions and performance review for 10/31/15 Note 1 
2. Callan’s quarterly review of TSRS investment manager performance for September 30, 2015 

 
D. Articles for Board Member Education / Discussion 

1. Saving Public Defined Benefit Plans 
 

E. Call to Audience  
 

F. Future Agenda Items    
 

G. Adjournment  
 
Note 1: at the time this packet was assembled this item was unavailable but will be provided at the meeting 
 
Please Note: Legal Action may be taken on any agenda item       
 
*Pursuant to ARS 38-431.03(A)(3) and (4): the board may hold an executive session for the purposes of obtaining legal advice from an attorney or 
attorneys for the Board or to consider its position and instruct its attorney(s) in pending or contemplated litigation. The board may also hold an executive 
session pursuant to A.R.S. 38-431.03(A)(2) for purposes of discussion or consideration of records, information or testimony exempt by law from public 
inspection. 





























September 30, 2015

Tucson Supplemental Retirement

System

Investment Measurement Service

Quarterly Review

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

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

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

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

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

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

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

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

Associates Inc.
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Tucson Supplemental Retirement System 
Executive Summary for Period Ending September 30, 2015 

 
Asset Allocation 
 

 
 
Total Fund Performance 
 

Last Quarter Last Year Last 3 Years Last 5 Years Last 10 years
Total Fund Gross -5.11% 0.07% 9.09% 9.58% 6.09%
Total Fund Net -5.21% -0.37% 8.58% 9.03% 5.55%
Total Fund Benchmark* -4.60% 0.12% 7.87% 8.74% 5.92%

Fiscal Year Returns 
2016 2015 2014 2013 2012

Total Fund Gross -5.11% 4.63% 19.64% 14.84% 2.40%
Total Fund Net -5.21% 4.17% 19.11% 14.21% 1.82%
Total Fund Benchmark* -4.60% 4.34% 16.97% 12.87% 3.04%

Returns for Periods Ended September 30, 2015

 

 
 
Recent Developments 
 

 In August 2015, PIMCO announced they received a Wells notice from the SEC regarding 
the valuation of securities in the actively managed ETF vehicle of the PIMCO Total 
Return strategy (ticker: BOND). The potential concern is that PIMCO was buying difficult-
to-value non-agency MBS in small sizes (in “odd lots”) at cheap prices and then valuing 
these securities at higher prices for the purposes of calculating a NAV for the ETF and 
calculating performance.  

Note that a Wells notice represents a recommendation from SEC staff to commence civil 
enforcement action against PIMCO, not a verdict or finding of wrongdoing, or even 
technically an allegation of wrongdoing.  
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Organizational Issues 
 

 In September 2015, Aberdeen Asset Management announced the acquisition of Advance 
Emerging Capital (AEC). AEC is a fund of funds manager based in London that 
specializes in Emerging and Frontier Markets. As of June 30, 2015, AEC managed $634 
million in assets across its closed-ended and open-ended Emerging and Frontier Markets 
funds. The transaction is expected to close in the fourth quarter of 2015; at which point, 
AEC will be integrated into Aberdeen's alternatives platform and maintain a complete 
autonomy from Aberdeen's direct equity and fixed income teams. 

 In August 2015, Aberdeen Asset Management announced the acquisition of Arden Asset 
Management LLC. Arden is a hedge fund of funds manager that advises on a range of 
multi-manager vehicles, including a daily liquidity 40 Act mutual fund. The Arden 
transaction comes on the heels of Aberdeen's acquisition of FLAG Capital Management, 
a private equity shop, in May 2015.  

These acquisitions are part of a larger effort to grow and broaden Aberdeen's global 
alternatives platform to better serve clients. 

 
Active Manager Performance 
 

Fund Last Year Last 3 Years Last 5 Years
PIMCO Stocks Plus 67 48 17
T. Rowe Price Large Cap Growth 18 6 [11]
Champlain Mid Cap 46 41 40
Pyramis Small Cap 7 10 9
Causeway International Value Equity 77 44 22
Aberdeen EAFE Plus 100 100 [93]
PIMCO Fixed Income 94 62 25
J.P. Morgan Strategic Property Fund 40 24 37
JP Morgan Income and Growth Fund 54 23 24

Peer Group Ranking

 
 

 Aberdeen EAFE Plus – This product invests in non-U.S. stocks Aberdeen believes are 
high quality and reasonably priced. The first full quarter for TSRS’s investment with 
Aberdeen was the second quarter of 2012 and over that period Aberdeen has returned 
0.37% per annum while the MSCI ACWI ex-U.S. benchmark returned 4.43%. This has 
been a noticeably difficult period of performance for Aberdeen though it is not 
inconsistent with their philosophy to protect in down markets at the expense of lower 
upside in rising equity markets. This is evident in Aberdeen’s low volatility of return 
versus peers and portfolio positioning in sectors and companies that have historically 
exhibited more defensive characteristic such as consumer staples, industrials, and 
telecommunication. Aberdeen’s performance is shown on pages 61 & 62. 

 
 
 
 

Gordon Weightman, CFA   Paul Erlendson    
Vice President     Senior Vice President   
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Πυβλιχ ςολατιλιτψ,  

Πριϖατε Σλοωδοων    

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

Πυβλιχ mαρκετ ϖολατιλιτψ 

δαmπενεδ πριϖατε εθυιτψ 

αχτιϖιτψ. Φυνδραισινγ, νεω 

ινϖεστmεντ, ανδ ΙΠΟσ φελλ φορ βοτη 

βυψουτ ανδ ϖεντυρε. Τηε νυmβερ οφ 

βυψουτ τρανσαχτιονσ χλοσεδ ανδ ϖεν−

τυρε Μ&Α εξιτσ ινχρεασεδ. Τηισ θυαρ−

τερ�σ χηανγε ισ α σηαρπ ρεϖερσαλ φροm 

τηε εβυλλιεντ σεχονδ θυαρτερ.

 

Στυmβλινγ Dραγον   

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ

Χονχερνσ οϖερ Χηινα�σ 

γροωτη ανδ φαλλινγ χοm−

mοδιτψ πριχεσ ηαmmερεδ 

νον−Υ.Σ. εθυιτψ ρετυρνσ ιντο νεγα−

τιϖε τερριτορψ. Τηε δεϖελοπεδ ωορλδ 

(ΜΣΧΙ Wορλδ εξ ΥΣΑ: −10.57%) 

mαψ ηαϖε ουτπερφορmεδ εmεργ−

ινγ mαρκετσ (ΜΣΧΙ Εmεργινγ 

Μαρκετσ: −17.78%), βυτ στιλλ λοστ 

γρουνδ.

 

Dραγ Με Dοων 

ΗΕDΓΕ ΦΥΝDΣ

Αφτερ α mοδεστ ρεβουνδ 

ιν τηε πριορ θυαρτερ, 

χοmmοδιτψ πριχεσ λεδ βψ 

οιλ ρεσυmεδ τηειρ σεχυλαρ δεχλινε. 

Ρεπρεσεντινγ αχτυαλ ηεδγε φυνδ 

πορτφολιοσ, τηε mεδιαν mαναγερ 

ιν τηε Χαλλαν Ηεδγε Φυνδ−οφ−

Φυνδσ Dαταβασε σλιππεδ 3.30%, 

νετ οφ αλλ φεεσ.

 

Staying Aloat
DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

The average deined 
χοντριβυτιον πλαν mαν−

αγεδ το αϖοιδ λοσσεσ ιν 

τηε σεχονδ θυαρτερ οφ 2015�βυτ 

ϕυστ βαρελψ. Πλαν βαλανχεσ εξπερι−

ενχεδ α σλιγητ ινχρεασε (+0.26%) 

δριϖεν πριmαριλψ βψ παρτιχιπαντ 

inlows. 

 

Μ&Α, Ηερε το Σταψ? 

ΡΕΑΛ ΕΣΤΑΤΕ

Τηε ΝΧΡΕΙΦ Προπερτψ 

Ινδεξ αδϖανχεδ 3.09%, 

ρεχορδινγ α 1.22% 

ινχοmε ρετυρν ανδ α 1.87% αππρε−

χιατιον ρετυρν. Τηε ΦΤΣΕ ΕΠΡΑ/

ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ Ινδεξ 

(ΥΣD) δεχλινεδ 1.42%; δοmεστιχ 

ΡΕΙΤσ ινχρεασεδ (ΦΤΣΕ ΝΑΡΕΙΤ 

Εθυιτψ ΡΕΙΤσ: 2.00%).

Τηε Ηοmε Πορτ ισ  

Σαφεστ ιν α Στορm

ΦΥΝD ΣΠΟΝΣΟΡ

Συπεριορ Υ.Σ. εθυιτψ 

ρετυρνσ ανδ α στρονγ δολ−

λαρ ηαϖε βεεν τηε δριϖερσ 

οφ δοmεστιχ δοmινανχε. Ψετ αλλ φυνδ 

τψπεσ λαγγεδ, ωιτη διφφερενχεσ παρ−

τιαλλψ εξπλαινεδ βψ ασσετ αλλοχατιονσ: 

ixed income bolstered corporates, 
ωηιλε ποορ αλτερνατιϖε ανδ ηεδγε 

φυνδ περφορmανχε ηυρτ Ε&Φσ. 

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ 

Τηιρδ Θυαρτερ 2015

Cash (90-Day T-Bills)

U.S. Equity (Russell 3000)

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

Emerging Equity (MSCI Em. Mkts.)

U.S. Fixed (Barclays Aggregate)

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

Real Estate (NCREIF Property)

Hedge Funds (CS HFI)

Commodities (Bloomberg)

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

NCREIF, Russell Investment Group

1.23%

1.71%

3.09%

-2.53%

0.01%

-14.48%

-7.25%

-12.10%

-17.78%

 

Νοσεδιϖε   

Υ.Σ. ΕΘΥΙΤΨ

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

2012 ηαδ α σεεmινγλψ 

σολιδ σταρτ, βυτ τοοκ α νοσεδιϖε ιν 

τηε σεχονδ ηαλφ. Αλλ χαπιταλιζατιονσ 

δεχλινεδ�τηε διϖεργενχε βετωεεν 

σmαλλ ανδ λαργε χαπ ωασ mεανινγ−

φυλ (Ρυσσελλ 2000: −11.92% ανδ 

Ρυσσελλ 1000: −6.83%).

 

Μαδε ιν Χηινα  

ΕΧΟΝΟΜΨ

Τηε γλοβαλ εχονοmιχ 

ρεχοϖερψ λοστ mοmεν−

τυm ιν τηε τηιρδ θυαρτερ, 

σηακεν βψ τηε ποτεντιαλ φορ χρισισ ιν 

Χηινα. Τηε Φεδ βαχκεδ αωαψ φροm 

ραισινγ ιντερεστ ρατεσ ιν Σεπτεmβερ, 

χιτινγ υνχερταιντψ ιν τηε χαπιταλ mαρ−

κετσ ανδ σοφτενινγ εχονοmιχ δατα.

6
Π Α Γ Ε

2
Π Α Γ Ε

19
Π Α Γ Ε

 

Λονγερ το Λιφτοφφ 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ

Τηε Υ.Σ. βονδ mαρκετ 

ρεϖερσεδ χουρσε ωιτη 

ιντερεστ ρατεσ φαλλινγ ανδ 

Τρεασυριεσ ρισινγ. Σπρεαδ σεχ−

τορσ γενεραλλψ υνδερπερφορmεδ 

ασ σπρεαδσ ωιδενεδ. Τηε ψιελδ 

curve lattened. The Βαρχλαψσ 

Αγγρεγατε γαινεδ 1.23%, βυτ τηε 

Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ 

σλιδ 4.86%.

9
Π Α Γ Ε

4
Π Α Γ Ε

 

Ρεδ Σχαρε

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ 

Γλοβαλ βονδ mαρκετσ ηαδ 

mιξεδ ρεσυλτσ ιν τηε τηιρδ 

θυαρτερ. Τηε δεϖελοπεδ 

mαρκετ−φοχυσεδ Χιτι Νον−Υ.Σ. 

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

πλαγυεδ βψ ρισκ αϖερσιον ανδ νεγα−

τιϖε χυρρενχψ εφφεχτσ (ϑΠΜ ΕΜΒΙ 

Global Diversiied: −1.71%). 

15
Π Α Γ Ε

12
Π Α Γ Ε

20
Π Α Γ Ε

21
Π Α Γ Ε

17
Π Α Γ Ε

ΧΑΛΛΑΝ 
ΙΝςΕΣΤΜΕΝΤΣ 
ΙΝΣΤΙΤΥΤΕ Χαπιταλ 

Μαρκετ  
Ρεϖιεω
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Μαδε ιν Χηινα 

ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

Τηε γλοβαλ εχονοmιχ ρεχοϖερψ λοστ mοmεντυm ιν τηε τηιρδ θυαρ−

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

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

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

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

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

ραλλιεδ. Εmεργινγ mαρκετσ τοοκ αν εσπεχιαλλψ ηαρδ ηιτ. Εmεργινγ 

εχονοmιεσ τψπιχαλλψ ηαϖε mυχη χλοσερ τιεσ το τηε Χηινεσε 

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

ρελιανχε ον τηε χοmmοδιτιεσ Χηινα χονσυmεσ. Χοmπλετινγ τηε 

τριπλε ωηαmmψ φορ εmεργινγ mαρκετσ ισ τηε περχειϖεδ ϖυλνερ−

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

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

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

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

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

χονχερν τηατ τηε Χηινεσε γοϖερνmεντ ωουλδ εmβαρκ ον α ρουνδ 

οφ χοmπετιτιϖε δεϖαλυατιον. ςιρτυαλλψ αλλ εmεργινγ χυρρενχιεσ 

δεπρεχιατεδ αγαινστ τηε δολλαρ�ψετ σοmε δεϖελοπεδ χυρρενχιεσ 

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

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

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

ραττλεδ ινϖεστορσ αλσο ραττλεδ βυσινεσσεσ ανδ εχονοmιχ αχτιϖ−

ιτψ βεγαν το σηοω σιγνσ οφ σλοωινγ φολλοωινγ α στρονγ σεχονδ 

θυαρτερ. Τηε Φεδ βαχκεδ αωαψ φροm ραισινγ ιντερεστ ρατεσ ιν 

Σεπτεmβερ, χιτινγ υνχερταιντψ ιν τηε χαπιταλ mαρκετσ ανδ σοφτεν−

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

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

χοντινυεδ στρενγτη ιν τηε ϕοβ mαρκετ, σολιδ χονσυmερ σπενδινγ, 

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

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

σαλ ιν ινϖεντοριεσ. ΓDΠ εστιmατεσ σοφτενεδ ασ ϕοβ mαρκετ δατα 

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

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

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

το α ροβυστ 260,000 δυρινγ 2014.

Οδδλψ ενουγη, τηε υνεmπλοψmεντ ρατε ηελδ χονσταντ ατ 5.1% 

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

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

υνεmπλοψmεντ ρατε ισ ανοτηερ δεχλινε ιν τηε λαβορ φορχε; τηε 

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

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

συρε οφ υνεmπλοψmεντ, ωηιχη ινχλυδεσ πεοπλε λοοκινγ φορ ωορκ, 

02 0395 96 97 98 99 00 01 04 05 06 07 08 09 10 11 12 13 14 15

-10%

-8%

-6%

-4%

-2%

0%

2%

4%

6%

8%

Source: Bureau of  Economic Analysis

Θυαρτερλψ Ρεαλ ΓDΠ Γροωτη (20 Ψεαρσ)
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5%
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15%

20%
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3Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Υ.Σ. ΕΧΟΝΟΜΨ (Χοντινυεδ)

restricted to part-time, or discouraged from inding work, and 
βεχοmινγ ιναχτιϖε, φελλ το 10% ιν Σεπτεmβερ, δοων φροm 11.7% 

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

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

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

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

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

τηε αργυmεντ τηατ τηε υνεmπλοψmεντ ρατε ισ λοω φορ τηε ωρονγ 

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

weakness. The reluctance may also relect hesitancy stem−

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

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

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

διδ Τωιττερ ορ ΨουΤυβε.

Σεχονδ θυαρτερ χονσυmερ σπενδινγ ωασ ρεϖισεδ υπ το 3.6% 

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

σιγν οφ χοντινυινγ εχονοmιχ στρενγτη. Ηοωεϖερ, χονσυmερ δατα 

δυρινγ τηε θυαρτερ ωερε mιξεδ. Φαλλινγ γασολινε πριχεσ εναβλεδ 

χονσυmερσ το σηιφτ σπενδινγ ελσεωηερε, ανδ φυελεδ στρονγ 

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

τηε δισαπποιντινγ ϕοβσ ρεπορτ ιν Σεπτεmβερ χοmβινεδ ωιτη συm−

mερτιmε mαρκετ ϖολατιλιτψ δαmπενεδ χονσυmερσ� mοοδσ, ανδ 

χονσυmερ σεντιmεντ δροππεδ δυρινγ εαχη mοντη οφ τηε θυαρτερ.

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

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

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

οπεδ ανδ εmεργινγ χυρρενχιεσ, ανδ αγαινστ βοτη mαϕορ τραδινγ 

παρτνερσ ανδ �οτηερ ιmπορταντ� τραδινγ παρτνερσ. Τηισ χυρρενχψ 

αππρεχιατιον, αλονγ ωιτη ωεακ γροωτη αβροαδ ανδ λοωερ οιλ 

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

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

trillion. While consumer spending remains strong even as coni−

δενχε ισ τεστεδ βψ τηε ρεαππεαρανχε οφ γλοβαλ mαρκετ ϖολατιλιτψ, 

ινϖεντορψ ρεδυχτιον ανδ νετ εξπορτσ προϖιδεδ α σεριουσ δραγ το 

τηιρδ−θυαρτερ ΓDΠ γροωτη.

Τηε Λονγ−Τερm ςιεω  

2015

3ρδ Θτρ

Περιοδσ ενδεδ Dεχεmβερ 31, 2014

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

Υ.Σ. Εθυιτψ

Ρυσσελλ 3000 −7.25 12.56 15.63 7.94 9.78

Σ&Π 500 −6.44 13.69 15.45 7.67 9.62

Ρυσσελλ 2000 −11.92 4.89 15.55 7.77 9.75

Νον−Υ.Σ. Εθυιτψ

ΜΣΧΙ ΕΑΦΕ −10.23 −4.90 5.33 4.43 4.31

ΜΣΧΙ Εmεργινγ Μαρκετσ −17.78 −1.82 2.11 8.78 8.83

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

Φιξεδ Ινχοmε

Βαρχλαψσ Αγγρεγατε 1.23 5.97 4.45 4.71 6.49

90−Dαψ Τ−Βιλλ 0.01 0.03 0.09 1.54 3.24

Βαρχλαψσ Λονγ Γ/Χ 2.18 19.31 9.81 7.36 8.49

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

Ρεαλ Εστατε

ΝΧΡΕΙΦ Προπερτψ 3.09 11.82 12.13 8.38 7.61

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 2.00 30.14 16.88 8.31 11.25

Αλτερνατιϖεσ

ΧΣ Ηεδγε Φυνδ −2.53 4.13 5.88 5.82 −−

Χαmβριδγε ΠΕ∗ −− 22.92 17.41 14.02 15.56

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

Γολδ Σποτ Πριχε −4.83 −1.51 1.55 10.45 4.38

Inlation � ΧΠΙ−Υ −0.29 0.76 1.69 2.12 2.52

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

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

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

Ρεχεντ Θυαρτερλψ Ινδιχατορσ

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

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

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

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

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

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

*Estimate

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

ΦΥΝD ΣΠΟΝΣΟΡ |  Κεϖιν Ναγψ

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

ινγ γροωτη ανδ φαλλινγ χοmmοδιτψ πριχεσ δυρινγ τηε τηιρδ θυαρ−

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

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

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

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

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

Ασ σεεν ιν τηε Χαλλαν Φυνδ Σπονσορ Θυαρτερλψ Ρετυρνσ χηαρτ, 

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

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

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

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

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

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

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

ηαρδεστ ηιτ.

Dιφφερενχεσ αmονγ τηε φυνδ τψπεσ χαν βε παρτιαλλψ εξπλαινεδ 

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

ϖερσυσ οτηερ φυνδ τψπεσ. Ενδοωmεντ/φουνδατιονσ ωερε νεγα−

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

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

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

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

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

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

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

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

Πυβλιχ Dαταβασε −4.87 −2.54 −0.52 6.91 7.55 5.71

Χορπορατε Dαταβασε −4.29 −2.91 −0.61 6.31 7.55 5.91

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

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

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

Ασσετ Αλλοχατορ Στψλε −4.15 −3.12 0.39 7.02 7.84 5.99

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

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

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

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

*Returns less than one year are not annualized.

Sources: Callan, Barclays, MSCI, Russell Investment Group
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  Public Corporate Endow/Fndn Taft-Hartley
  Database Database Database Database

 10th Percentile  -3.61 -1.24 -3.60 -2.97

 25th Percentile  -4.25 -2.96 -4.69 -3.73

 Median  -4.87 -4.29 -5.38 -4.19

 75th Percentile  -5.50 -5.32 -5.96 -4.98

 90th Percentile  -6.04 -6.10 -6.63 -5.78

Source: Callan

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

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

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

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

ηεδγε φυνδ ανδ οτηερ αλτερνατιϖεσ� περφορmανχε χοντριβυτεδ το 

ενδοωmεντ/φουνδατιονσ� ποορ σηοωινγ αχροσσ αλλ τιmε περιοδσ.

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

Βενχηmαρκ ηασ ουτπερφορmεδ τηε 60% ΜΣΧΙ Wορλδ + 40% 

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

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

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

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

βαλανχεδ mαναγερ δαταβασε γρουπσ�τηε Χαλλαν Υ.Σ. 

Βαλανχεδ γρουπ (−5.84%) ουτπερφορmεδ τηε Γλοβαλ Βαλανχεδ 

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

*Latest median quarter return.

Source: Callan
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Source: Russell Investment Group

Νοσεδιϖε 

Υ.Σ. ΕΘΥΙΤΨ |  Λαυρεν Ματηιασ, ΧΦΑ 

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

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

Μαχροεχονοmιχ ισσυεσ δροϖε τηε συλλεν ρεσυλτσ, ινχλυδινγ 

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

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

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

λοω ϕοβλεσσ χλαιmσ; ανδ ηουσινγ αππεαρεδ σολιδ ωιτη νεω ηοmε 

σαλεσ ατ ηεαλτηψ λεϖελσ. Ενεργψ πριχεσ ιmπαχτεδ τηε ενϖιρονmεντ 

νεγατιϖελψ ανδ ποσιτιϖελψ�χοmmοδιτψ−ρελατεδ χοmπανιεσ φελτ 

παιν ωηιλε χονσυmερσ φελτ ωεαλτηιερ. 

Υνδερλψινγ Υ.Σ. φυνδαmενταλσ ωερε ιmπαχτεδ βψ τουγη γλοβαλ 

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

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

τατιονσ γοινγ φορωαρδ. ςολατιλιτψ οφ στοχκσ, ασ mεασυρεδ βψ 

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

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

ρελατιονσ αλσο ινχρεασεδ το αλmοστ τωο τιmεσ τηειρ λονγ−τερm 

αϖεραγε, mακινγ ιτ mορε χηαλλενγινγ φορ αχτιϖε mαναγερσ το 

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

εθυιτψ ασσετσ υνδερ mαναγεmεντ.

Λαργε ανδ σmαλλ χαπ στοχκσ σηοωεδ στρονγ διϖεργενχε ιν 

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

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

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

mοστ χαπιταλιζατιονσ, βυτ σmαλλ χαπ στοχκσ ωερε αν εξχεπτιον 

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

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

Μιχροχαπ Ινδεξ: −13.77%).

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

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

ιν σmαλλ χαπ. Τηε mαγνιτυδε οφ Ηεαλτη Χαρε υνδερπερφορmανχε 

ωασ στρονγερ ιν σmαλλ χαπ δυε το βιοτεχηνολογψ, ρεσυλτινγ ιν 

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

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

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

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

σλοω γλοβαλ γροωτη ωερε mαϕορ φαχτορσ βεηινδ Ματεριαλσ ανδ 

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

ουτπερφορmεδ σmαλλ ανδ ηιγη θυαλιτψ βεατ λοω. 

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

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

ανδ υνεmπλοψmεντ ωασ ατ ιτσ λοωεστ λεϖελ σινχε 2008. Τηουγη 

αχτιϖε mαναγεmεντ στρυγγλεδ ϖερσυσ τηε βενχηmαρκσ, ψεαρ−το−

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

ηουσε ιν τηε γλοβαλ εχονοmψ�σ νειγηβορηοοδ. 

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

 10th Percentile  -3.94 -6.89 -7.54 -6.98

 25th Percentile  -4.54 -7.54 -10.10 -8.32

 Median  -5.46 -8.18 -11.84 -9.46

 75th Percentile  -6.16 -9.49 -14.03 -10.36

 90th Percentile  -7.48 -11.00 -15.44 -11.65

   R1000 Growth R1000 Value  R2000 Growth  R2000 Value

 Benchmark  -5.29 -8.39 -13.06 -10.73

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

Υ.Σ. Εθυιτψ Ινδεξ Χηαραχτεριστιχσ ασ οφ Σεπτεmβερ 30, 2015

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

Χαπ Ρανγε Μιν (∃mm)  1,163 8 175 175 8 8

Χαπ Ρανγε Μαξ (∃βν) 629.01 635.44 635.44 26.32 13.44 5.03

Νυmβερ οφ Ισσυεσ 503 2,981 1,025 824 2,470 1,952

% οφ Ρυσσελλ 3000 79% 100% 92% 28% 18% 8%

Wτδ Αϖγ Μκτ Χαπ (∃βν) 119.30 97.52 105.74 11.49 3.87 1.78

Πριχε/Βοοκ Ρατιο 2.5 2.4 2.5 2.3 2.0 1.9

Φορωαρδ Π/Ε Ρατιο 15.1 15.7 15.5 17.1 17.4 18.1

Dιϖιδενδ Ψιελδ 2.3% 2.2% 2.2% 1.9% 1.7% 1.6%

5−Ψρ Εαρνινγσ (φορεχαστεδ) 10.6% 11.3% 11.1% 11.9% 12.6% 13.7%

Sources: Russell Investment Group, Standard & Poor’s
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Λαργε Χαπ Χορε Στψλε −6.80 −4.93 −0.30 12.96 13.59 7.34

Λαργε Χαπ Γροωτη Στψλε −5.46 −1.12 3.94 13.76 13.91 8.17

Λαργε Χαπ ςαλυε Στψλε −8.18 −7.89 −3.76 12.29 12.63 6.65

Αγγρεσσιϖε Γροωτη Στψλε −6.60 −0.72 4.11 13.80 13.16 8.65

Χοντραριαν Στψλε −8.77 −8.50 −4.60 11.97 12.20 6.20

Ψιελδ−Οριεντεδ Στψλε −7.96 −9.32 −5.04 9.97 11.56 6.70

Ρυσσελλ 3000 −7.25 −5.45 −0.49 12.53 13.28 6.92

Ρυσσελλ 1000 −6.83 −5.24 −0.61 12.66 13.42 6.95

Ρυσσελλ 1000 Γροωτη −5.29 −1.54 3.17 13.61 14.47 8.09

Ρυσσελλ 1000 ςαλυε −8.39 −8.96 −4.42 11.59 12.29 5.71

Σ&Π Χοmποσιτε 1500 −6.69 −5.23 −0.30 12.43 13.30 6.93

Σ&Π 500 −6.44 −5.29 −0.61 12.40 13.34 6.80

ΝΨΣΕ −8.74 −7.88 −6.17 8.77 10.59 6.04

Dοω ϑονεσ Ινδυστριαλσ −6.98 −6.95 −2.11 9.26 11.38 7.17

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

Μιδ Χαπ Χορε Στψλε −6.99 −2.54 1.73 14.72 14.56 8.64

Μιδ Χαπ Γροωτη Στψλε −8.28 −2.58 2.79 13.38 13.21 8.77

Μιδ Χαπ ςαλυε Στψλε −8.49 −6.13 −0.63 13.86 13.26 8.31

Ρυσσελλ Μιδχαπ −8.01 −5.84 −0.25 13.91 13.40 7.87

Σ&Π ΜιδΧαπ 400 −8.50 −4.66 1.40 13.12 12.93 8.25

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

Σmαλλ Χαπ Χορε Στψλε −10.08 −4.39 3.61 13.92 14.36 7.90

Σmαλλ Χαπ Γροωτη Στψλε −11.84 −3.91 4.15 12.74 13.94 8.19

Σmαλλ Χαπ ςαλυε Στψλε −9.46 −6.22 1.68 12.65 13.06 7.69

Ρυσσελλ 2000 −11.92 −7.73 1.25 11.02 11.73 6.55

Σ&Π ΣmαλλΧαπ 600 −9.27 −5.49 3.81 13.02 14.04 7.65

ΝΑΣDΑΘ −7.09 −1.61 4.00 15.54 15.72 9.10

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

Σmιδ Χαπ Βροαδ Στψλε −10.48 −4.30 1.89 13.10 13.52 8.62

Σmιδ Χαπ Γροωτη Στψλε −10.98 −2.54 2.08 13.03 13.97 8.63

Σmιδ Χαπ ςαλυε Στψλε −9.96 −6.34 0.36 12.43 12.31 8.15

Ρυσσελλ 2500 −10.30 −5.98 0.38 12.39 12.69 7.40

Σ&Π 1000 −8.73 −4.90 2.12 13.11 13.28 8.05

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

Χονσυmερ Dισχρετιοναρψ −4.17 1.68 10.68 18.19 18.63 9.68

Χονσυmερ Σταπλεσ −0.92 −1.34 6.97 12.88 14.41 10.37

Ενεργψ −18.99 −22.33 −32.51 −5.01 2.94 2.26

Φινανχιαλσ −6.04 −5.66 1.71 14.52 11.57 0.68

Ηεαλτη Χαρε −11.64 −1.52 6.91 20.49 19.54 10.40

Ινδυστριαλσ −8.08 −10.05 −3.78 13.33 12.51 7.23

Ινφορmατιον Τεχηνολογψ −4.77 −2.98 2.26 12.57 13.82 8.68

Ματεριαλσ −17.26 −17.24 −17.89 4.00 6.68 6.98

Τελεχοmmυνιχατιονσ −6.77 −3.45 −7.22 2.40 8.51 6.54

Υτιλιτιεσ 4.20 −6.82 5.28 9.88 11.04 6.72

*Returns less than one year are not annualized.

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

Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Στυmβλινγ Dραγον 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ |  Κεϖιν Ναγψ

Νον−Υ.Σ. mαρκετσ ωερε πυmmελεδ ιν τηε τηιρδ θυαρτερ (ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Ινδεξ: −12.10%), ασ χονχερνσ οϖερ Χηινα�σ 

γροωτη χονϖινχεδ mανψ ινϖεστορσ το τακε α ρισκ−οφφ αππροαχη. 

Φεαρσ αβουτ Χηινα�σ σλοωδοων χαmε το α ηεαδ ιν Αυγυστ 

ωηεν Χηινεσε mονεταρψ αυτηοριτιεσ υνεξπεχτεδλψ δεϖαλυεδ 

τηε ρενmινβι. Αττεmπτσ το δαmπεν τηε ενσυινγ ϖολατιλιτψ ωερε 

νοτ ενουγη το πρεϖεντ κνοχκ−ον εφφεχτσ σπρεαδινγ τηρουγηουτ 

τηε ωορλδ.

Τηε παιν ωασ φελτ βψ βοτη δεϖελοπεδ (ΜΣΧΙ Wορλδ εξ ΥΣΑ 

Ινδεξ: −10.57%) ανδ εmεργινγ mαρκετσ (ΜΣΧΙ Εmεργινγ 

Μαρκετσ Ινδεξ: −17.78%). ςαλυε λαγγεδ γροωτη ασ τηε ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Γροωτη (−10.73%) βεστεδ τηε ΜΣΧΙ ΑΧWΙ εξ 

ΥΣΑ ςαλυε (−13.50%). Σmαλλ χαπ στοχκσ ροδε τηε ωαϖε οφ ϖολα−

τιλιτψ βεττερ τηαν λαργε χαπ δυε το λεσσ εξποσυρε το Ενεργψ, βυτ 

ωερε στιλλ δεεπ ιν τηε ρεδ (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ 

Ινδεξ: −10.02%). Ιν δεϖελοπεδ χουντριεσ δεφενσιϖε σεχτορσ 

φαρεδ βεστ, ωιτη Χονσυmερ Σταπλεσ (−1.49%), Υτιλιτιεσ (−4.23%), 

ανδ Ηεαλτη Χαρε (−5.26%) προϖιδινγ τηε mοστ προτεχτιον. 

Ματεριαλσ (−19.67%) ανδ Ενεργψ (−16.83%), βλυδγεονεδ βψ 

φαλλινγ χοmmοδιτψ πριχεσ, ωερε τηε ωορστ περφορmερσ. 

Ευροπεαν στοχκσ ρεγρεσσεδ (ΜΣΧΙ Ευροπε Ινδεξ: −8.69%) 

ασ ηανδ ωρινγινγ οϖερ α ποσσιβλε �Γρεξιτ� αβατεδ ονλψ το βε 

ρεπλαχεδ βψ τυρmοιλ ιν Χηινα. Dενmαρκ (−2.41%) διδ βεστ, δυε 

πριmαριλψ το στρονγ δοmεστιχ περφορmανχε φροm Χονσυmερ 

Dισχρετιοναρψ (+8.54%). Νεαρβψ Νορωαψ ωασ χριππλεδ βψ φαλλ−

ινγ οιλ πριχεσ ανδ ποστεδ τηε λαργεστ λοσσ (−19.13%). Ευροπεαν 

σεχτορσ mιρρορεδ τηε στορψ ιν τηε ρεστ οφ τηε δεϖελοπεδ ωορλδ, 

ωιτη Ενεργψ ανδ Ματεριαλσ (−15.80% ανδ −19.91%, ρεσπεχ−

τιϖελψ) συφφερινγ τηε βιγγεστ λοσσεσ. 

Southeast Asia and the Paciic (MSCI Paciic ex Japan Index: 

−15.97%) τραιλεδ Ευροπε ανδ ρεστ οφ τηε ωορλδ. Σινγαπορε 

(−19.48%), Ηονγ Κονγ (−16.16%), ανδ Αυστραλια (−15.33%) φελτ 

the full force of China’s volatility. Australian Energy irms were 
ηιτ ηαρδ βψ φαλλινγ οιλ πριχεσ ανδ σαγγινγ δεmανδ ιν Χηινα. 

ϑαπαν�σ εχονοmψ σηρυνκ βψ 1.2% ον αν αννυαλιζεδ βασισ 

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

 10th Percentile  -6.60 -7.88 -14.38 -4.22

 25th Percentile  -7.49 -8.76 -15.78 -5.23

 Median  -8.57 -10.02 -16.44 -6.69

 75th Percentile  -10.25 -11.33 -17.47 -8.36

 90th Percentile  -11.88 -12.47 -18.97 -10.08

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

 Benchmark  -8.45 -12.10 -17.78 -10.02

Sources: Callan, MSCI 
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in the second quarter and inlation remained well below the 
Βανκ οφ ϑαπαν�σ τωο περχεντ ταργετ (ΜΣΧΙ ϑαπαν: −11.80%). 

ϑαπανεσε χαρmακερσ ωερε ηυρτ βψ ρεπορτσ οφ σλοωινγ σαλεσ ιν 

Χηινα; α mασσιϖε εξπλοσιον ατ τηε πορτ οφ Τιανϕιν ιν Αυγυστ τεm−

ποραριλψ σηυτ δοων Τοψοτα�σ λαργεστ Χηινεσε προδυχτιον φαχιλ−

ιτψ. Ενεργψ ανδ Ματεριαλσ ωερε λαγγαρδ σεχτορσ ιν τηε Ινδεξ 
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Μαϕορ Χυρρενχιεσ� Χυmυλατιϖε Ρετυρνσ (ϖσ. Υ.Σ. Dολλαρ)
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ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)

(−28.24% ανδ −19.35%, ρεσπεχτιϖελψ). Φινανχιαλσ (−17.73%) 

φολλοωεδ ασ ϑαπανεσε βανκσ ωερε βαττερεδ βψ λαργε λοσσεσ ιν 

τηειρ εθυιτψ πορτφολιοσ. 

Εmεργινγ mαρκετσ ωερε ηιτ ηαρδεστ ιν τηισ βροαδ δοωντυρν, ωιτη 

τηε ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ δροππινγ 17.78%. Χηινα 

ωασ τηε mαιν στορψ φορ mυχη οφ τηε θυαρτερ αφτερ α συρπρισε δεϖαλ−

υατιον οφ τηε ρενmινβι ιν Αυγυστ σπαρκεδ φεαρσ τηατ τηε σλοωδοων 

ιν γροωτη ωασ ωορσε τηαν εξπεχτεδ. Χηινα�σ χεντραλ βανκ τριεδ 

το χυρβ τηε ενσυινγ mαρκετ τυρβυλενχε βψ χυττινγ ιντερεστ ρατεσ, 

but met limited success. Speciic to China, only the Telecomm 
(−9.20%) σεχτορ αϖοιδεδ δουβλε−διγιτ λοσσεσ; Ενεργψ (−31.19%), 

Ματεριαλσ (−27.11%), ανδ Φινανχιαλσ (−26.92%) αλλ λοστ mορε τηαν 

α θυαρτερ οφ τηειρ ϖαλυε. Τηε ριππλε εφφεχτσ ωερε φελτ τηρουγηουτ 

Ασια: Ινδονεσια (−24.19%), Μαλαψσια (−18.23%), ανδ Τηαιλανδ 

(−17.51%) αλλ δεχλινεδ σηαρπλψ. Α στρονγ δεϖαλυατιον οφ λοχαλ χυρ−

ρενχιεσ χοντριβυτεδ το τηε γενεραλ σλοωδοων, ασ τηε Μαλαψσιαν 

ρινγγιτ ανδ Ινδονεσιαν ρυπιαη βοτη φελλ το τηειρ λοωεστ λεϖελσ ϖερ−

συσ τηε δολλαρ ιν mορε τηαν 15 ψεαρσ. Εmεργινγ χουντριεσ ουτσιδε 

οφ Ασια ωερε αλσο αφφεχτεδ βψ τηε στρενγτηενινγ Υ.Σ. δολλαρ ανδ 

φαλλινγ χοmmοδιτψ πριχεσ. Βραζιλιαν εθυιτιεσ λοστ οϖερ 30% (ΜΣΧΙ 

Βραζιλ: −33.56%) αmιδ α χορρυπτιον σχανδαλ ινϖολϖινγ τηε στατε−

ρυν ενεργψ χοmπανψ Πετροβρασ, α 22% δεϖαλυατιον οφ τηε ρεαλ, 

ανδ α δοωνγραδε οφ τηε χουντρψ�σ χρεδιτ ρατινγ το βελοω ινϖεστ−

mεντ γραδε βψ Στανδαρδ & Ποορ�σ.
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Best Performers Worst Performers

Θυαρτερλψ ανδ Αννυαλ Χουντρψ Περφορmανχε Σναπσηοτ

Θυαρτερλψ Ρετυρνσ: Στρονγ ανδ Στρυγγλινγ Σεχτορσ 

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

Χουντρψ Τοταλ Λοχαλ Χυρρενχψ Wτγ

Αυστραλια −15.33% −7.33% −8.63% 6.42%

Αυστρια −8.99% −9.16% 0.18% 0.18%

Βελγιυm −7.85% −8.02% 0.18% 1.33%

Dενmαρκ −2.41% −2.59% 0.18% 1.83%

Φινλανδ −5.54% −5.71% 0.18% 0.87%

Φρανχε −6.45% −6.62% 0.18% 10.07%

Γερmανψ −10.89% −11.05% 0.18% 8.85%

Ηονγ Κονγ −16.16% −16.18% 0.03% 3.02%

Ιρελανδ −3.16% −3.34% 0.18% 0.40%

Ισραελ −5.55% −1.73% −3.89% 0.63%

Ιταλψ −4.36% −4.53% 0.18% 2.57%

ϑαπαν −11.80% −13.68% 2.17% 22.52%

Νετηερλανδσ −8.90% −9.07% 0.18% 2.80%

Νεω Ζεαλανδ −7.06% −1.74% −5.41% 0.14%

Νορωαψ −19.13% −12.32% −7.77% 0.58%

Πορτυγαλ −11.55% −11.71% 0.18% 0.15%

Σινγαπορε −19.48% −15.06% −5.30% 1.27%

Σπαιν −11.12% −11.28% 0.18% 3.45%

Σωεδεν −9.16% −8.18% −1.07% 2.95%

Σωιτζερλανδ −6.97% −2.73% −4.35% 9.68%

Υ.Κ. −10.02% −6.58% −3.68% 20.30%

Sources: MSCI, Russell Investment Group, Standard & Poor’s.
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Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Νον−Υ.Σ. Εθυιτψ Στψλε −10.02 −4.05 −6.86 6.31 5.02 4.24

ΜΣΧΙ ΕΑΦΕ −10.23 −5.28 −8.66 5.63 3.98 2.97

ΜΣΧΙ ΕΑΦΕ (λοχαλ) −8.98 −0.95 0.80 12.71 7.71 3.30

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ −12.10 −8.28 −11.78 2.78 2.27 3.49

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Γροωτη −10.73 −5.67 −7.79 3.99 3.08 3.99

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ ςαλυε −13.50 −10.93 −15.72 1.53 1.42 2.94

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

Γλοβαλ Εθυιτψ Στψλε −8.57 −5.01 −3.51 9.59 8.87 5.85

ΜΣΧΙ Wορλδ −8.45 −6.04 −5.09 8.58 8.29 4.73

ΜΣΧΙ Wορλδ (λοχαλ) −7.72 −3.90 −0.78 11.86 10.00 4.77

ΜΣΧΙ ΑΧWΙ −9.34 −6.65 −6.16 7.52 7.39 5.14

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

ΜΣΧΙ Ευροπε −8.69 −5.20 −9.33 6.03 4.28 3.31

ΜΣΧΙ Ευροπε (λοχαλ) −6.99 −0.25 −0.25 10.09 6.91 3.88

ΜΣΧΙ ϑαπαν −11.80 0.21 −2.22 8.96 4.91 1.14

ΜΣΧΙ ϑαπαν (λοχαλ) −13.68 0.10 6.76 25.81 12.75 1.70

MSCI Paciic ex Japan −15.97 −15.48 −16.77 −2.00 0.87 5.15

MSCI Paciic ex Japan (local) −10.74 −6.50 −3.68 6.87 4.99 5.32

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

Εmεργινγ Μαρκετ Στψλε −16.44 −14.62 −17.72 −3.58 −2.56 5.29

ΜΣΧΙ Εmεργινγ Μαρκετσ −17.78 −15.22 −18.98 −4.93 −3.25 4.60

ΜΣΧΙ Εmεργινγ Μαρκετσ (λοχαλ) −11.97 −6.86 −6.79 2.45 2.09 6.91

ΜΣΧΙ Φροντιερ Μαρκετσ −10.57 −13.39 −24.19 6.28 2.16 −1.96

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

Νον−Υ.Σ. Σmαλλ Χαπ Στψλε −6.69 3.39 1.29 11.71 9.47 6.87

ΜΣΧΙ Wορλδ εξ ΥΣΑ Σmαλλ Χαπ −8.03 −0.34 −3.71 7.48 5.74 4.23

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ −10.02 −2.54 −6.42 5.51 3.85 5.11

ΜΣΧΙ Εmεργινγ Μαρκετ Σmαλλ Χαπ −16.67 −9.80 −15.23 −1.09 −2.43 6.79

*Returns less than one year are not annualized.

Sources: Callan, MSCI

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Α Λιττλε Λονγερ το Λιφτοφφ 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κεϖιν Μαχηιζ, ΧΦΑ, ΦΡΜ

Ιντερεστ ρατεσ mοϖεδ λοωερ ιν τηε τηιρδ θυαρτερ αmιδ α βροαδ−

based light to quality—apprehension over China’s economy 
ανδ χοmmοδιτψ πριχεσ αππεαρεδ το βε τηε πριmαρψ σουρχεσ οφ 

concern. The yield curve lattened signiicantly as yield spreads 
ωιδενεδ αχροσσ νον−Τρεασυρψ σεχτορσ ανδ τηε Βαρχλαψσ 

Αγγρεγατε Ινδεξ ροσε 1.23%. 

Τηε Υ.Σ. εχονοmψ εξπανδεδ ατ α mοδερατε παχε ωιτη τηε συπ−

port of ixed investment by businesses, household spending, 
and the jobs market. Inlation nevertheless remained below the 
Φεδ�σ τωο περχεντ ταργετ.  

Wηιλε mανψ mαρκετ παρτιχιπαντσ πρεϖιουσλψ ποιντεδ το τηε Φεδ�σ 

Σεπτεmβερ mεετινγ ασ α λικελψ δατε φορ ιντερεστ ρατε ηικεσ, 

τηε Φεδ ονχε αγαιν πεγγεδ τηε φεδεραλ φυνδσ ανδ δισχουντ 

ρατεσ ατ 0.00%�0.25% ανδ 0.75%, ρεσπεχτιϖελψ. Τηε Φεδ χιτεδ 

global economic and inancial developments as concerns. The 
Φεδ mεντιονεδ, ανδ Χηαιρ Ψελλεν ρειτερατεδ ιν α συβσεθυεντ 

speech, that market-based measures of inlation expectations 
ηαδ δεχλινεδ.

Τηε 10−ψεαρ Υ.Σ. Τρεασυρψ ψιελδ δεχρεασεδ 32 βπσ. Ψιελδσ ον 

λονγερ−τερm βονδσ δεχρεασεδ βψ α σιmιλαρ αmουντ. Τηε mαρκετ�σ 

expectation for the irst hike in the fed funds rate was pushed 
back to March 2016. The breakeven inlation rate (the differ−
ενχε βετωεεν νοmιναλ ανδ ρεαλ ψιελδσ) ον τηε 10−ψεαρ Τρεασυρψ 

decreased signiicantly (47 bps) to 1.43%, as Treasury Inlation-
Προτεχτεδ Σεχυριτιεσ υνδερπερφορmεδ νοmιναλ Τρεασυριεσ.

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

 10th Percentile  1.15 1.47 0.93 3.04 -2.79

 25th Percentile  1.04 1.31 0.73 2.30 -3.42

 Median  0.89 1.10 0.40 1.94 -4.34

 75th Percentile  0.74 0.84 -0.19 1.55 -5.06

 90th Percentile  0.56 0.59 -0.72 0.76 -5.93

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

 Benchmark  1.08 1.23 1.23 2.18 -4.86

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

Νον−Τρεασυρψ σεχτορσ βροαδλψ υνδερπερφορmεδ λικε−δυρα−

τιον Τρεασυριεσ. Χρεδιτ ωασ αmονγ τηε ωορστ ασ Φινανχιαλσ, 

Ινδυστριαλσ, ανδ Υτιλιτιεσ λαγγεδ βψ 0.30%, 2.14%, ανδ 1.01% 

ρεσπεχτιϖελψ. Wιτηιν Ινδυστριαλσ, Ενεργψ ανδ Μεταλσ & Μινινγ 

χοmπανιεσ ωερε ηιτ ηαρδεστ, τραιλινγ λικε−δυρατιον Τρεασυριεσ βψ 

4.97% ανδ 9.45%, ρεσπεχτιϖελψ. Μορτγαγε−βαχκεδ σεχυριτιεσ 

(ΜΒΣ) (−0.22%) ανδ Χοmmερχιαλ ΜΒΣ (−0.05%) αλσο στρυγγλεδ. 

Ασσετ−βαχκεδ σεχυριτιεσ βεατ λικε−δυρατιον Τρεασυριεσ βψ 0.16%.  

Ηιγη ψιελδ χορπορατε βονδσ αλσο περφορmεδ ποορλψ. Τηε Βαρχλαψσ 

Χορπορατε Ηιγη Ψιελδ Ινδεξ ενδεδ ιν τηε ρεδ (−4.86%). Νεω 

ισσυε αχτιϖιτψ ισ ον παχε ωιτη τηε πρεϖιουσ τηρεε χαλενδαρ ψεαρσ. 

Ψεαρ−το−δατε, τηερε ωασ αππροξιmατελψ ∃224 βιλλιον ιν νεω ισσυ−

ανχε οφ ηιγη ψιελδ βονδσ, δοων φροm ∃246 βιλλιον οϖερ τηε σαmε 

περιοδ ιν 2014.

Υ.Σ. Φιξεδ Ινχοmε Ινδεξ Χηαραχτεριστιχσ ασ οφ Σεπτεmβερ 30, 2015

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

Βαρχλαψσ Αγγρεγατε 2.31 5.60 7.86 100.00%

Βαρχλαψσ Γοϖτ/Χρεδιτ 2.19 6.22 8.45 100.00% 69.12%

Ιντερmεδιατε 1.69 3.97 4.31 79.20% 54.74%

Λονγ−Τερm 4.09 14.77 24.22 20.80% 14.38%

Βαρχλαψσ Γοϖτ 1.36 5.65 6.92 57.08% 39.46%

Βαρχλαψσ Χρεδιτ 3.29 6.98 10.49 42.92% 29.66%

Βαρχλαψσ ΜΒΣ 2.61 4.20 6.69 28.36%

Βαρχλαψσ ΑΒΣ 1.47 2.42 2.58 0.57%

Βαρχλαψσ ΧΜΒΣ 2.45 4.82 5.39 1.89%

Βαρχλαψσ Χορπ Ηιγη Ψιελδ 8.04 4.39 6.25

Source: Barclays

Excess Return versus Like-Duration Treasuries
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Φιξεδ Ινχοmε Ινδεξ Θυαρτερλψ Ρετυρνσ

Εφφεχτιϖε Ψιελδ Οϖερ Τρεασυριεσ
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

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

Χορε Βονδ Στψλε 1.10 1.29 3.00 2.05 3.61 5.10

Χορε Βονδ Πλυσ Στψλε 0.40 0.70 2.19 2.38 4.22 5.48

Βαρχλαψσ Αγγρεγατε 1.23 1.13 2.94 1.71 3.10 4.64

Βαρχλαψσ Γοϖτ/Χρεδιτ 1.20 0.90 2.73 1.59 3.09 4.61

Βαρχλαψσ Γοϖτ 1.71 1.79 3.68 1.30 2.47 4.27

Βαρχλαψσ Χρεδιτ 0.53 −0.26 1.50 2.02 4.09 5.28

Χιτι Βροαδ Ινϖεστmεντ Γραδε 1.12 1.06 2.85 1.67 3.06 4.72

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

Εξτενδεδ Ματυριτψ Στψλε 1.94 −2.59 2.85 2.70 6.50 7.13

Βαρχλαψσ Λονγ Γοϖτ/Χρεδιτ 2.18 −2.39 3.09 2.17 5.96 6.65

Βαρχλαψσ Λονγ Γοϖτ 4.97 0.22 8.62 2.78 6.18 6.92

Βαρχλαψσ Λονγ Χρεδιτ 0.52 −3.93 −0.03 1.87 5.84 6.35

Χιτι Πενσιον Dισχουντ Χυρϖε 3.23 −3.77 4.15 2.22 8.08 7.85

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

Ιντερmεδιατε Στψλε 0.89 1.73 2.70 1.65 2.78 4.66

Βαρχλαψσ Ιντερmεδιατε Αγγρεγατε 1.08 1.73 2.95 1.64 2.69 4.37

Βαρχλαψσ Ιντερmεδιατε Γοϖτ/Χρεδιτ 0.95 1.77 2.68 1.45 2.42 4.17

Βαρχλαψσ Ιντερmεδιατε Γοϖτ 1.21 2.03 3.00 1.10 1.88 3.85

Βαρχλαψσ Ιντερmεδιατε Χρεδιτ 0.54 1.36 2.17 2.09 3.47 4.91

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

Dεφενσιϖε Στψλε 0.34 1.14 1.39 1.05 1.45 3.14

Αχτιϖε Dυρατιον Στψλε 1.11 1.52 2.71 1.73 3.05 4.72

Μονεψ Μαρκετ Φυνδσ (νετ οφ φεεσ) 0.00 0.01 0.01 0.01 0.01 1.25

ΜΛ Τρεασυρψ 1�3−Ψεαρ 0.31 0.98 1.16 0.67 0.76 2.54

90−Dαψ Τρεασυρψ Βιλλσ 0.01 0.02 0.02 0.06 0.08 1.33

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

Ηιγη Ψιελδ Στψλε −4.34 −1.48 −2.07 4.12 6.47 7.30

Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ −4.86 −2.45 −3.43 3.51 6.15 7.25

ΜΛ Ηιγη Ψιελδ Μαστερ −4.88 −2.51 −3.54 3.42 5.90 7.04

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

Μορτγαγε Στψλε 1.26 1.92 3.68 2.39 3.55 5.00

Βαρχλαψσ ΜΒΣ 1.30 1.61 3.43 1.98 3.03 4.71

Βαρχλαψσ ΑΒΣ 0.74 1.83 2.38 1.21 2.12 3.41

Βαρχλαψσ ΧΜΒΣ 1.54 2.24 3.72 2.52 4.54 5.39

Μυνιχιπαλ Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Βαρχλαψσ Μυνι 1.65 1.77 3.16 2.88 4.14 4.64

Βαρχλαψσ Μυνι 1�10−Ψεαρ 1.32 1.64 2.22 2.07 3.00 4.05

Βαρχλαψσ Μυνι 3−Ψεαρ 0.80 1.19 1.07 1.24 1.66 3.04

ΤΙΠΣ Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Βαρχλαψσ ΤΙΠΣ Φυλλ Dυρατιον −1.15 −0.80 −0.83 −1.83 2.55 4.01

Βαρχλαψσ ΤΙΠΣ 1−10 Ψεαρ −0.86 0.18 −0.82 −1.39 1.79 3.56

*Returns of  less than one year are not annualized.

Sources: Barclays, Callan, Citigroup, Merrill Lynch

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

Dεϖελοπεδ σοϖερειγν βονδσ περφορmεδ ωελλ ρελατιϖε το Υ.Σ. 

βονδσ ασ ιντερεστ ρατεσ φελλ δυε το mουντινγ χονχερνσ οϖερ α 

σλοωινγ γλοβαλ εχονοmψ. Τηε Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ 

Βονδ Ινδεξ εαρνεδ 1.71% φορ τηε θυαρτερ, βυτ ισ δοων 4.22% 

ψεαρ−το−δατε. Ηεδγεδ ιν Υ.Σ. δολλαρσ, τηε Ινδεξ ισ υπ 1.97%, ουτ−

περφορmινγ τηε υνηεδγεδ ινϖεστορσ πριmαριλψ δυε το βροαδ−βασεδ 

ωεακνεσσ αγαινστ τηε Υ.Σ. δολλαρ. Τηε �σαφε−ηαϖεν� Γερmαν 

bund gained nearly 2% with the yield inishing at 0.58%. Energy-
ρελατεδ χυρρενχψ ωεακνεσσ ιν Χαναδα ανδ Αυστραλια τρανσλατεδ 

ιντο δισαπποιντινγ ρετυρνσ ον αν υνηεδγεδ βασισ (βοτη δοων 

6%). Τηε Χαναδιαν εχονοmψ σηρανκ φορ τωο στραιγητ θυαρτερσ�

oficially a recession. Italy was the best performer in the Index, 
εξπανδινγ mορε τηαν 4% ον βοτη α ηεδγεδ ανδ υνηεδγεδ βασισ.

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

(Υ.Σ. Dολλαρ)

Χουντρψ Τοταλ Λοχαλ Χυρρενχψ Wτγ

Αυστραλια −6.19% 2.68% −8.63% 1.93%

Αυστρια 1.88% 1.70% 0.18% 1.82%

Βελγιυm 2.48% 2.30% 0.18% 2.96%

Χαναδα −5.93% 1.02% −6.88% 2.32%

Dενmαρκ 1.95% 1.77% 0.18% 0.81%

Φινλανδ 1.70% 1.51% 0.18% 0.71%

Φρανχε 2.13% 1.94% 0.18% 11.55%

Γερmανψ 1.96% 1.77% 0.18% 8.92%

Ιρελανδ 2.71% 2.52% 0.18% 0.95%

Ιταλψ 4.31% 4.11% 0.18% 11.39%

ϑαπαν 3.06% 0.87% 2.17% 33.06%

Μαλαψσια −14.57% −0.47% −14.17% 0.50%

Μεξιχο −6.04% 1.48% −7.41% 1.16%

Νετηερλανδσ 1.90% 1.71% 0.18% 2.96%

Νορωαψ −5.71% 2.23% −7.77% 0.33%

Πολανδ 1.09% 2.21% −1.10% 0.68%

Σινγαπορε −4.34% 1.02% −5.30% 0.41%

Σουτη Αφριχα −11.43% 0.89% −12.22% 0.56%

Σπαιν 3.01% 2.82% 0.18% 6.42%

Σωεδεν 0.45% 1.54% −1.07% 0.54%

Σωιτζερλανδ −3.68% 0.71% −4.35% 0.35%

Υ.Κ. −0.49% 3.32% −3.68% 9.72%

Source: Citigroup

Ιν Αυγυστ, Χηινα�σ συρπρισε χηανγε ιν εξχηανγε−ρατε πολιχψ 

ηειγητενεδ ρισκ αϖερσιον ανδ πιλεδ οντο τηε αλρεαδψ στρονγ ηεαδ−

ωινδσ φαχινγ εmεργινγ mαρκετ βονδσ. Σλοωινγ δεmανδ φροm 

China, falling commodity prices, capital outlows, and worries 
οϖερ α Φεδ ηικε αλλ χοντριβυτεδ το ποορ περφορmανχε. Τηε ϑΠΜ 

EMBI Global Diversiied Index σλιππεδ βψ 1.71%. Εmεργινγ 

mαρκετ χυρρενχιεσ ωερε παρτιχυλαρλψ ηαρδ ηιτ, ασ τηε λοχαλ χυρ−

ρενχψ−δενοmινατεδ JPM GBI-EM Global Diversiied Index 

σανκ 10.54%�τηε   ωορστ θυαρτερλψ περφορmανχε σινχε λατε 2011.

  

Τηε εmεργινγ Αmεριχασ εξηιβιτεδ τηε ηιγηεστ ινχρεασε ιν ψιελδσ. 

Brazil, suffering from the sharp drop in oil prices, as  well as is−

χαλ ανδ πολιτιχαλ χηαλλενγεσ, ωασ δοωνγραδεδ βψ Σ&Π το ϕυνκ 

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

στατυσ; τηε χουντρψ ηασ σεεν ιτσ χυρρενχψ δεχλινε βψ ρουγηλψ 40% 

οϖερ τηε παστ ψεαρ. Βραζιλ (−9.97%) ωασ τηε mοστ νοταβλε υνδερ−

performer in the dollar-denominated Global Diversiied Index. 
Υκραινε συργεδ +50.18% φολλοωινγ αν αγρεεmεντ ωιτη χρεδιτορσ 

ωηερεβψ βονδηολδερσ ωουλδ τακε α 20% ηαιρχυτ ιν ρετυρν φορ α 

πορτιον οφ φυτυρε ΓDΠ γροωτη, συβϕεχτ το α σετ φορmυλα. Αmονγ 

λοχαλ χυρρενχψ βονδσ, παιν ωασ ωιδεσπρεαδ. Βραζιλ (−24.66%), 

Χολοmβια (−18.05%), Τυρκεψ (−14.76%), Μαλαψσια (−14.48%), 

Ινδονεσια (−14.15%), ανδ Ρυσσια (−13.19%), αλλ συφφερεδ δουβλε−

digit declines. The yield on the GBI-EM Global Diversiied Index 
ωασ 7% ασ οφ θυαρτερ ενδ, ωιτη Βραζιλ ατ 15% ανδ Ρυσσια ανδ 

Τυρκεψ βοτη οϖερ 10%. 

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

 10th Percentile  1.85 1.86 -1.45 -6.42

 25th Percentile  1.44 0.67 -2.41 -9.56

 Median  0.79 0.42 -3.35 -10.66

 75th Percentile  0.14 -1.35 -4.17 -11.25

 90th Percentile  -2.43 -4.45 -6.04 -12.17

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

 Benchmark   1.71 1.71 -1.71 -10.54
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

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

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

Γλοβαλ Στψλε 0.79 −2.30 −3.40 −1.53 1.15 4.32

Χιτι Wορλδ Γοϖτ 1.71 −2.38 −3.83 −2.85 −0.19 3.37

Χιτι Wορλδ Γοϖτ (Λοχαλ) 1.89 1.27 4.01 3.52 3.51 3.77

Βαρχλαψσ Γλοβαλ Αγγρεγατε 0.85 −2.25 −3.26 −1.59 0.81 3.71

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

Νον−Υ.Σ. Στψλε 0.42 −5.24 −7.99 −3.54 0.18 3.58

Χιτι Νον−Υ.Σ. Wορλδ Γοϖτ 1.71 −4.22 −7.01 −4.59 −1.32 2.92

Χιτι Νον−Υ.Σ. Wορλδ Γοϖτ (Λοχαλ) 1.97 1.04 4.13 4.44 3.95 3.69

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

Χιτι Ευρο Γοϖτ Βονδ 2.74 −6.67 −8.12 1.52 1.11 3.76

Χιτι Ευρο Γοϖτ Βονδ (Λοχαλ) 2.55 1.18 3.98 5.80 4.89 4.37

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

JPM EMBI Global Diversiied −1.71 −0.07 −0.62 1.50 4.73 6.89

JPM GBI-EM Global Diversiied −10.54 −14.91 −19.77 −8.72 −3.56 4.45

*Returns less than one year are not annualized. 

Sources: Callan, Citigroup, JPMorgan Chase

Εmεργινγ Σπρεαδσ Οϖερ Dεϖελοπεδ (Βψ Ρεγιον)
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Μ&Α, Ηερε το Σταψ?

ΡΕΑΛ ΕΣΤΑΤΕ |  Μικε Πριττσ

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ αδϖανχεδ 3.09%, ρεχορδινγ 

α 1.22% ινχοmε ρετυρν ανδ 1.87% αππρεχιατιον ρετυρν. Τηε 

Index’s cash low return was 0.68% (3.22% for the trailing four 
θυαρτερσ). Τηερε ωερε 204 ασσετ τραδεσ, ρεπρεσεντινγ ∃7.8 βιλ−

λιον οφ οϖεραλλ τρανσαχτιοναλ ϖολυmε. Τηισ ρεmαινσ αηεαδ οφ τηε 

∃5.0 βιλλιον 10−ψεαρ θυαρτερλψ τρανσαχτιοναλ αϖεραγε. Τηε πεακ 

ϖολυmε οϖερ τηε πριορ 10−ψεαρ περιοδ ωασ ∃8.7 βιλλιον ιν τηε 

σεχονδ θυαρτερ οφ 2007.

Πριχινγ χοολεδ σλιγητλψ φροm τηε ρεχεντ χαπιταλιζατιον−ρατε χοm−

πρεσσιον τρενδ ασ εθυαλ−ωειγητεδ τρανσαχτιοναλ χαπιταλιζατιον 

rates increased to 5.91%. This relects a slight expansion from 
τηε σεχονδ θυαρτερ�σ λοω. Οϖερ τηε πριορ χψχλε, θυαρτερλψ εθυαλ−

ωειγητεδ τρανσαχτιοναλ χαπιταλιζατιον ρατεσ διππεδ το α λοω οφ 

5.46% ιν τηε φουρτη θυαρτερ οφ 2007 ανδ εξπανδεδ το α πεακ οφ 

8.46% ιν τηε τηιρδ θυαρτερ οφ 2009. Αππραισαλ χαπιταλιζατιον ρατεσ 

δεχρεασεδ φροm 4.81% το 4.67%. Οϖερ τηε πριορ χψχλε, τηεσε 

ρατεσ δεχλινεδ το α λοω οφ 4.89% (ιν τηε τηιρδ θυαρτερ οφ 2008).

Ον α πρελιmιναρψ βασισ, τηε NCREIF Open End Diversiied 
Χορε Εθυιτψ Ινδεξ προδυχεδ α 3.68% τοταλ ρετυρν, χοmπρισ−

ινγ α 1.16% ινχοmε ρετυρν ανδ α 2.51% αππρεχιατιον ρετυρν. 

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

Dεϖελοπεδ ΡΕΙΤσ Ινδεξ (ΥΣD) δεχλινεδ 1.42% ανδ Υ.Σ. 

ΡΕΙΤσ τραχκεδ βψ τηε ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ ΡΕΙΤσ Ινδεξ 

ινχρεασεδ 2.00%. 

Ιν τηε Υ.Σ., σεχτορσ ωερε mιξεδ ανδ mαρκετσ ϖολατιλε. Βψ σεχτορ, 

Σελφ−Στοραγε (+16.14%) λεδ, φολλοωεδ βψ Ρεσιδεντιαλ (+6.94%), 

Ινδυστριαλ (+5.00%), Μαλλσ (+4.12%), ανδ Ηεαλτη Χαρε (+2.41%); 

Ofice (-1.24%), and Lodging (-13.73%) dipped. U.S. REITs 
ραισεδ ∃8.6 βιλλιον φολλοωινγ τηε χοmπλετιον οφ ειγητ σεχονδαρψ 

οφφερινγσ ραισινγ ∃1.7 βιλλιον, ονε πρεφερρεδ εθυιτψ οφφερινγ ραισ−

ινγ ∃288 mιλλιον, ανδ 15 υνσεχυρεδ δεβτ οφφερινγσ ραισινγ ∃6.7 

βιλλιον. Τηερε ωερε νο Υ.Σ. ΡΕΙΤ ΙΠΟσ; τηε θυαρτερ ηαδ τηε λοω−

εστ αmουντ οφ χαπιταλ ραισεδ βψ τηε ΡΕΙΤ mαρκετ σινχε Θ4 2011 

and the ifth lowest quarterly capital raise since the beginning 

of 2009. In large part, 2015 has been dominated by signiicant 
Μ&Α αχτιϖιτψ αmονγ α νυmβερ οφ λαργε ρεαλ εστατε ινϖεστορσ 

driven by inexpensive inancing and signiicant amounts of capi−
ταλ σεεκινγ ρεαλ εστατε. Νοταβλε αmονγ τηε ρεχεντ δεαλ αχτιϖ−

ιτψ ισ Βλαχκστονε�σ αννουνχεδ οφφερ το αχθυιρε Στρατεγιχ Ηοτελσ 

ανδ ΒιοΜεδ Ρεαλτψ Τρυστ ανδ, mορε ρεχεντλψ, τηε αννουνχεδ 

mεργερ οφ Σταρωοοδ Wαψποιντ ανδ Χολονψ Αmεριχαν. Ιν τηε Υ.Σ., 

Μ&Α αχτιϖιτψ τηρουγη τηε τηιρδ θυαρτερ οφ τηισ ψεαρ ηασ αλρεαδψ 

εξχεεδεδ αλλ οφ 2014. 

Υ.Σ. ΡΕΙΤ ινδιχεσ χοντινυεδ τηειρ σλιδε υπ υντιλ τηε mιδ−Σεπ−

τεmβερ ΦΟΜΧ mεετινγ ωηερε τηε δεχισιον ωασ mαδε νοτ το 

ινχρεασε τηε δισχουντ ρατε. Wιτη υπδατεδ χλαριτψ ον νεαρ−τερm 

Φεδ mοϖεσ, ΡΕΙΤ mαρκετσ βεγαν το αππρεχιατε τοωαρδ τηε ενδ 

οφ τηε τηιρδ θυαρτερ ανδ ιντο τηε φουρτη. Λιστεδ ρεαλ εστατε βεατ 

βροαδ εθυιτψ mαρκετσ. Α χοmβινατιον οφ βοτη Υ.Σ. εχονοmιχ ουτ−

περφορmανχε ανδ α λοω ιντερεστ ρατε ενϖιρονmεντ χοντινυεσ το 

mακε Υ.Σ. χοmmερχιαλ προπερτψ αν αττραχτιϖε δεστινατιον φορ βοτη 

U.S. and non-U.S. investors. Capital lows have created a $9 
βιλλιον ινϖεστmεντ θυευε φορ οπεν−ενδεδ χορε φυνδσ ασ ωελλ ασ α 

ηεαλτηψ ∃74 βιλλιον ινϖεστεδ ιν Υ.Σ. χοmmερχιαλ ρεαλ εστατε οϖερ 

τηε λαστ 12 mοντησ. 

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ
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ΡΕΑΛ ΕΣΤΑΤΕ (Χοντινυεδ)

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

Πριϖατε Ρεαλ Εστατε Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Ρεαλ Εστατε Dαταβασε (νετ οφ φεεσ) 2.92 10.24 14.12 13.06 13.70 5.55

ΝΧΡΕΙΦ Προπερτψ 3.09 10.18 13.54 11.92 12.56 8.02

ΝΦΙ−ΟDΧΕ (ϖαλυε ωτδ. νετ) 3.58 10.67 14.02 12.44 12.98 5.74

Πυβλιχ Ρεαλ Εστατε Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

ΡΕΙΤ Dαταβασε 2.63 −2.94 11.38 10.10 12.89 7.88

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 2.00 −3.79 9.88 9.59 12.00 6.82

Γλοβαλ Ρεαλ Εστατε Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Γλοβαλ ΡΕΙΤ Dαταβασε −0.73 −3.00 5.16 8.18 9.08 6.38

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ −1.42 −4.16 3.58 7.05 8.33 5.42

*Returns less than one year are not annualized.

All REIT returns are reported gross in USD. 

Sources: Callan, NAREIT, NCREIF, The FTSE Group. NCREIF statistics are the product of  direct queries and may fluctuate over time.

ΝΧΡΕΙΦ Τρανσαχτιον ανδ Αππραισαλ Χαπιταλιζατιον Ρατεσ ΝΧΡΕΙΦ Χαπιταλιζατιον Ρατεσ βψ Προπερτψ Τψπε
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Ιν Ευροπεαν χορε mαρκετσ, ινϖεστmεντ αχτιϖιτψ ισ ρετυρνινγ το 

crisis countries. Yet the threat of delation remains given falling 
γλοβαλ χοmmοδιτψ πριχεσ ανδ τηε δεχλινε ιν τηε ευρο ϖερσυσ τηε 

Υ.Σ. δολλαρ. Πριmε ψιελδσ ιν χορε mαρκετσ αρε ατ ϖερψ λοω λεϖελσ 

ρανγινγ φροm 2.5% ιν Λονδον το 4.5% ιν Μαδριδ. Τρανσαχτιον ϖολ−

υmεσ ινχρεασεδ ασ α ρεσυλτ οφ αχχελερατινγ χροσσ−βορδερ γλοβαλ 

investment into Europe. There is a signiicant dispersion in prime 
ofice rental rates across Europe ranging from €200 (per square 
meter) in Barcelona, €500 in Paris, all the way up to €1,500 in 
Λονδον�σ Wεστ Ενδ. 

Ασιαν ρεαλ εστατε mαρκετσ χοντινυεδ το φαχε mαχρο ηεαδωινδσ 

στεmmινγ φροm χοντραχτινγ ινδυστριαλ αχτιϖιτψ ανδ σλοωινγ εξπορτ 

demand. Despite the pressures, low ofice vacancy rates within 
major Asian cities remained the dominant theme. Ofice build−

ινγσ ιν Ηονγ Κονγ ωερε αφφεχτεδ βψ τηε λαχκ οφ νεω συππλψ ανδ 

εξχεσσ δεmανδ, πυσηινγ ρενταλ ρατεσ υπωαρδσ. Τοκψο σηοωεδ 

improvements in terms of ofice occupancy rates and acceler−
ατινγ ρενταλ γροωτη ρατεσ, γιϖινγ ρισε το ινχρεασεδ πριχινγ ποωερ 

φορ λανδλορδσ.

ΧΜΒΣ ισσυανχε ρεαχηεδ ∃23.1 βιλλιον, α πυλλ βαχκ φροm τηε 

∃27.4 βιλλιον ισσυανχε ϖολυmε φροm τηε σεχονδ θυαρτερ οφ 2015 

ανδ ∃28.1 βιλλιον ιν τηε τηιρδ θυαρτερ οφ 2014. Τοταλ ισσυανχε φορ 

τηε τραιλινγ 12 mοντησ ωασ ∃102.8 βιλλιον, α ρεδυχτιον φροm τηε 

ρεχεντ πεακ ατ τηε ενδ οφ τηε σεχονδ θυαρτερ οφ 2015. 
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Πριϖατε Εθυιτψ Περφορmανχε Dαταβασε (%) (Ποολεδ Ηοριζον ΙΡΡσ τηρουγη Μαρχη 31, 2015∗)

Στρατεγψ 3 Μοντησ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ 20 Ψεαρσ

Αλλ ςεντυρε 3.9 22.4 18.6 17.2 10.9 3.8 27.7 

Γροωτη Εθυιτψ 3.1 10.8 13.0 13.6 12.8 9.7 14.8 

Αλλ Βυψουτσ 1.3 7.7 13.3 14.3 12.6 10.9 13.1 

Μεζζανινε −0.1 7.1 10.9 11.2 10.8 7.2 10.0 

Dιστρεσσεδ 1.6 5.7 12.2 11.4 10.3 11.0 11.3 

Αλλ Πριϖατε Εθυιτψ 2.0 10.1 13.9 14.2 12.0 8.9 14.4 

Σ&Π 500 Ινδεξ 1.0 12.7 16.1 14.5 8.0 4.2 9.4 

Private equity returns are net of  fees. 

Sources: Standard & Poor’s, Thomson/Cambridge 

*Most recent data available at time of  publication

Πυβλιχ ςολατιλιτψ Πριϖατε Σλοωδοων   

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Γαρψ Ροβερτσον

Ιν φυνδραισινγ, Πριϖατε Εθυιτψ Αναλψστ ρεπορτσ τηατ νεω χοmmιτ−

mεντσ τοταλεδ ∃53.7 βιλλιον ωιτη 179 νεω παρτνερσηιπσ φορmεδ, 

δοων 38% φροm τηε σεχονδ θυαρτερ�σ ∃87.1 βιλλιον ανδ 231 παρτ−

νερσηιπσ φορmεδ. Wιτη τηε σλοωινγ οφ χοmmιτmεντσ ανδ υνχερ−

ταιντψ χαυσεδ βψ τηε θυαρτερ�σ ϖολατιλε πυβλιχ στοχκ mαρκετ, 2015�σ 

φυνδραισινγ ωιλλ λικελψ βε ιν τηε ϖιχινιτψ οφ λαστ ψεαρ�σ ∃266 mιλλιον. 

Αχχορδινγ το Βυψουτσ Ινσιδερ, τηε ινϖεστmεντ παχε βψ φυνδσ 

ιντο χοmπανιεσ τοταλεδ 406 τρανσαχτιονσ, υπ φροm 358 δεαλσ ιν 

τηε σεχονδ θυαρτερ. Τηε αννουνχεδ αγγρεγατε δολλαρ ϖολυmε 

φελλ το ∃11.4 βιλλιον (φροm ∃24.3 βιλλιον). Ονλψ ονε δεαλ ωιτη αν 

αννουνχεδ ϖαλυε οφ mορε τηαν ∃1 βιλλιον χλοσεδ δυρινγ τηε θυαρ−

τερ, Χαρλψλε−οωνεδ ΧοmmΣχοπε�σ ∃3.1 βιλλιον αδδ−ον αχθυισι−

τιον οφ Βροαδβανδ Νετωορκ Σολυτιονσ. 

Αχχορδινγ το τηε Νατιοναλ ςεντυρε Χαπιταλ Ασσοχιατιον, ινϖεστ−

mεντσ ιν ϖεντυρε χαπιταλ χοmπανιεσ τοταλεδ ∃16.3 βιλλιον ιν 1,070 

rounds of inancing. The dollar volume and number of rounds 
βοτη δροππεδ χοmπαρεδ το τηε σεχονδ θυαρτερ�σ ∃17.5 βιλλιον 

ανδ 1,189 ρουνδσ. Τηε λαργεστ φυνδινγ ωασ α ∃1.0 βιλλιον εξπαν−

σιον �mεγα−ρουνδ� ραισεδ βψ Σοχιαλ Φινανχε. 

Ρεγαρδινγ εξιτσ, Βυψουτσ ρεπορτσ τηατ 123 πριϖατε Μ&Α εξιτσ οφ 

βυψουτ−βαχκεδ χοmπανιεσ οχχυρρεδ δυρινγ τηε θυαρτερ, ωιτη 37 

δεαλσ δισχλοσινγ ϖαλυεσ οφ ∃25.5 βιλλιον. Βοτη τηε Μ&Α εξιτ χουντ 

ανδ αννουνχεδ ϖαλυε ωασ δοων φροm τηε σεχονδ θυαρτερ�σ 135 

Φυνδσ Χλοσεδ ϑανυαρψ 1 το Σεπτεmβερ 30, 2015

Στρατεγψ Νο. οφ Φυνδσ Αmτ (∃mm) Περχεντ

ςεντυρε Χαπιταλ 225 26,726 14%

Βυψουτσ 212 129,821 66%

Συβορδινατεδ Dεβτ 27 8,038 4%

Dιστρεσσεδ Dεβτ 32 18,511 9%

Σεχονδαρψ ανδ Οτηερ 14 6,385 3%

Φυνδ−οφ−φυνδσ 47 7,496 4%

Τοταλσ 557 196,976 100%

Source: Private Equity Analyst

πριϖατε εξιτσ ανδ δισχλοσεδ ϖαλυε οφ ∃35.8 βιλλιον. Βυψουτ−βαχκεδ 

IPOs dropped precipitously to four issues loating $660 million, 
δοων φροm 17 ΙΠΟσ τοταλινγ ∃6.6 βιλλιον ιν τηε σεχονδ θυαρτερ.

ςεντυρε−βαχκεδ Μ&Α εξιτσ τοταλεδ 90 τρανσαχτιονσ, ωιτη 20 δισ−

χλοσινγ α δολλαρ ϖολυmε οφ ∃5.1 βιλλιον. Τηε νυmβερ οφ εξιτσ ανδ 

δισχλοσεδ ϖαλυε βοτη ινχρεασεδ φροm τηε σεχονδ θυαρτερ�σ 74 

σαλεσ ϖαλυεδ ατ ∃3.7 βιλλιον. ςΧ−βαχκεδ ΙΠΟσ φελλ, ωιτη 13 οφφερ−

ινγσ ραισινγ α χοmβινεδ ∃1.7 βιλλιον ϖερσυσ τηε σεχονδ θυαρτερ�σ 

29 ΙΠΟσ ανδ τοταλ ισσυανχε οφ ∃3.8 βιλλιον. 

Πλεασε σεε ουρ υπχοmινγ ισσυε οφ Πριϖατε Μαρκετσ Τρενδσ φορ 

αδδιτιοναλ ιν−δεπτη χοϖεραγε.

Note: Transaction count and dollar volume figures across all private equity measures 

are preliminary figures and are subject to update in subsequent versions of  Capital 

Market Review and other Callan publications.
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Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2015

Θυαρτερ 3 Θυαρτερσ Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε −3.30 −0.72 0.05 5.28 4.29 4.11

ΧΣ Ηεδγε Φυνδ Ινδεξ −2.53 −0.59 0.11 5.01 4.53 5.16

ΧΣ Εθυιτψ Μαρκετ Νευτραλ 2.15 1.73 2.07 3.46 2.99 −1.19

ΧΣ Χονϖερτιβλε Αρβιτραγε −1.52 1.40 −1.66 2.50 3.53 4.52

ΧΣ Φιξεδ Ινχοmε Αρβιτραγε −0.19 0.56 0.60 3.59 5.35 3.86

ΧΣ Μυλτι−Στρατεγψ 0.08 3.32 4.49 7.80 7.52 6.34

ΧΣ Dιστρεσσεδ −3.52 −3.61 −5.84 5.78 5.09 5.35

ΧΣ Ρισκ Αρβιτραγε −2.72 −0.39 −2.10 1.63 1.15 3.54

ΧΣ Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ −6.92 −4.23 −6.23 4.85 3.01 5.30

ΧΣ Λονγ/Σηορτ Εθυιτψ −1.54 1.94 4.24 8.95 6.13 5.91

ΧΣ Dεδιχατεδ Σηορτ Βιασ 17.40 6.97 4.28 −9.88 −11.10 −8.56

ΧΣ Γλοβαλ Μαχρο −2.95 −0.44 0.02 2.74 4.35 6.92

ΧΣ Μαναγεδ Φυτυρεσ 4.37 0.12 11.40 3.84 2.51 4.27

ΧΣ Εmεργινγ Μαρκετσ −5.57 −2.93 −2.19 3.66 2.67 5.09

*Returns less than one year are not annualized. Sources: Callan, Credit Suisse 

Dραγ Με Dοων

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

The third quarter was a lood of red ink for capital markets. 
Αφτερ α mοδεστ ρεβουνδ ιν τηε πριορ θυαρτερ, χοmmοδιτψ πριχεσ 

(λεδ βψ οιλ) ρεσυmεδ τηειρ σεχυλαρ δεχλινε, ασ τηε Βλοοmβεργ 

Χοmmοδιτψ Ινδεξ νοσεδιϖεδ 14.48%. Λαχκινγ εϖιδενχε οφ 

α γλοβαλ εχονοmψ ον σολιδ γρουνδ, εθυιτψ mαρκετσ πανιχκεδ. 

High yield spreads widened signiicantly while Treasurys 
gained during the quarter’s light to quality. Amid this backdrop 
οφ ανεmιχ γλοβαλ γροωτη, τηε Φεδεραλ Ρεσερϖε βαλκεδ ον ραισ−

ινγ σηορτ−τερm ρατεσ.

Ασ α ραω mεασυρε οφ υνmαναγεδ ηεδγε φυνδ ιντερεστσ, τηε 

Χρεδιτ Συισσε Ηεδγε Φυνδ Ινδεξ (ΧΣ ΗΦΙ) δροππεδ 2.53%. 

Ρεπρεσεντινγ αχτυαλ ηεδγε φυνδ πορτφολιοσ, τηε mεδιαν mαν−

αγερ ιν τηε Χαλλαν Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε σλιππεδ 

3.30%, νετ οφ αλλ φεεσ.

Wιτηιν τηε ΧΣ ΗΦΙ, τηε βιγγεστ στρατεγψ λοσερ ωασ Εϖεντ−Dριϖεν 

Μυλτι−Στρατεγψ (−6.92%). Dιστρεσσεδ φελλ 3.52%, βυτ Βαρχλαψσ 

Ηιγη Ψιελδ Χρεδιτ (−4.86%) δροππεδ φυρτηερ. Τηε αϖεραγε φυνδ 

ιν Λονγ/Σηορτ Εθυιτψ περφορmεδ ωελλ δυρινγ τηε θυαρτερ, λοσ−

ινγ ονλψ 1.54% ωηιλε λονγ−ονλψ βενχηmαρκσ, λικε τηε Σ&Π 500 

Ινδεξ (−6.44%), φελλ mυχη mορε. Ρελατιϖελψ φρεε οφ βετα�σ δοων−

σιδε ρισκ, Εθυιτψ Μαρκετ Νευτραλ ροσε 2.15%. 

Wιτηιν Χαλλαν�σ Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε, mαρκετ εξπο−

συρεσ νοταβλψ αφφεχτεδ περφορmανχε ιν τηε θυαρτερ. Ηυρτ βαδλψ 

βψ τηε φαλλινγ στοχκ mαρκετ, τηε mεδιαν Χαλλαν Λονγ/Σηορτ 

Εθυιτψ ΦΟΦ (−4.85%) λαγγεδ τηε Χαλλαν Αβσολυτε Ρετυρν ΦΟΦ 

(−2.21%). Wιτη διϖερσιφψινγ εξποσυρεσ το βοτη νον−διρεχτιοναλ 

ανδ διρεχτιοναλ στψλεσ, τηε Core Diversiied FOF φελλ 3.56%.

  Absolute Return Core Diversified Long/Short Eq
  FOF Style FOF Style FOF Style

 10th Percentile -0.47 -0.76 -2.55

 25th Percentile -1.79 -1.22 -3.59

 Median -2.21 -3.56 -4.85

 75th Percentile -2.75 -4.91 -7.90

 90th Percentile -3.37 -6.06 -9.24

 T-Bills + 5% 1.24 1.24 1.24

Sources: Callan, Merrill Lynch
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Τηε Χαλλαν DΧ Ινδεξ� ισ αν εθυαλλψ ωειγητεδ ινδεξ τραχκινγ τηε χαση 

lows and performance of nearly 90 plans, representing more than one mil−
lion DC participants and over $135 billion in assets. The Index is updated 
quarterly and is available on Callan’s website, as is the quarterly DC 
Οβσερϖερ νεωσλεττερ.

The average deined contribution (DC) plan managed to 
αϖοιδ λοσσεσ ιν τηε σεχονδ θυαρτερ οφ 2015�βυτ ϕυστ βαρελψ. 

Αχχορδινγ το τηε Χαλλαν DΧ Ινδεξ�, τηε τψπιχαλ DΧ πλαν ενδεδ 

ϑυνε 30, 2015, ωιτη α 0.08% γαιν. Τηισ πλαχεδ DΧ πλανσ ον 

irmer ground than the typical 2035 target date fund (TDF) or 
corporate deined beneit (DB) plan, which lost 0.13% and 
0.71%, ρεσπεχτιϖελψ.

Πλαν βαλανχεσ εξπεριενχεδ α σλιγητ ινχρεασε (+0.26%) δριϖεν 

primarily by participant inlows. Inlows (i.e., participant and 
πλαν σπονσορ χοντριβυτιονσ) αδδεδ 0.18% το τοταλ γροωτη, 

ωηιλε mαρκετ αππρεχιατιον (ρετυρν−δεριϖεδ γροωτη) χοντριβ−

υτεδ τηε ρεmαινινγ 0.08%. Σινχε ινχεπτιον, πλαν σπονσορ ανδ 

participant contributions have had a signiicant impact on 
βαλανχεσ. Τηιρτψ περχεντ οφ τοταλ γροωτη ιν βαλανχεσ (2.49% 

annualized) has been attributable to such net lows since the 
Ινδεξ�σ 2006 ινχεπτιον.

In the irst quarter of 2015, TDFs beat out U.S. large cap equity 
το βεχοmε τηε λαργεστ ηολδινγ ιν τηε τψπιχαλ DΧ πλαν�ανδ τηειρ 

δοmινανχε χοντινυεδ το γροω ιν τηε σεχονδ θυαρτερ. Ταργετ 

date funds accounted for the majority of inlow activity, cap−

τυρινγ 70 χεντσ οφ εϖερψ δολλαρ mοϖινγ. Σινχε 2011, ΤDΦ χαση 

inlows have averaged just over 70% each quarter, with the 
highest inlow clocking in at 89% in the second quarter of 2014.

Staying Aloat 
DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  Τοm Σζκωαρλα

Νετ Χαση Φλοω Αναλψσισ (Σεχονδ Θυαρτερ 2015)∗ 

(Τοπ Τωο ανδ Βοττοm Τωο Ασσετ Γατηερερσ)

Ασσετ Χλασσ

Φλοωσ ασ % οφ

Τοταλ Νετ Φλοωσ

Ταργετ Dατε Φυνδσ 70.45%

Νον−Υ.Σ. Εθυιτψ 13.11%

Χοmπανψ Στοχκ −27.86%

Υ.Σ. Λαργε Χαπ −49.44%

Τοταλ Τυρνοϖερ∗∗ 0.32%

Source: Callan DC Index

*Notes: DC Index inception date is January 2006. DB plan performance is gross of  

fees. Data provided here is the most recent available at time of  publication.

**Total Index “turnover” measures the percentage of  total invested assets (transfers 

only, excluding contributions and withdrawals) that moved between asset classes. 

Ινϖεστmεντ Περφορmανχε∗
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Actual vs Target Asset Allocation
As of September 30, 2015

The top left chart shows the Fund’s asset allocation as of September 30, 2015. The top right chart shows the Fund’s target
asset allocation as outlined in the investment policy statement. The bottom chart ranks the fund’s asset allocation and the
target allocation versus the Public Fund Sponsor Database.

Actual Asset Allocation

Domestic Equity
49%

International Equity
13%

Fixed Income
23%

Real Estate
9%

Infrastructure
6%

Cash
0%

Target Asset Allocation

Domestic Equity
46%

International Equity
15%

Fixed Income
26%

Real Estate
8%

Infrastructure
5%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Domestic Equity         340,252   49.3%   46.0%    3.3%          22,748
International Equity          86,696   12.6%   15.0% (2.4%) (16,838)
Fixed Income         161,501   23.4%   26.0% (2.6%) (17,958)
Real Estate          60,666    8.8%    8.0%    0.8%           5,448
Infrastructure          40,283    5.8%    5.0%    0.8%           5,771
Cash             829    0.1%    0.0%    0.1%             829
Total         690,226  100.0%  100.0%

Asset Class Weights vs Public Fund Sponsor Database
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Domestic Fixed Cash Real International
Equity Income Estate Equity

(15)
(24)

(72)
(60)

(90)(100)

(9)
(15) (89)

(75)

10th Percentile 50.78 42.08 4.78 14.46 25.41
25th Percentile 45.81 34.45 2.34 11.67 22.27

Median 37.32 28.23 1.18 8.62 19.21
75th Percentile 29.84 22.04 0.40 5.92 15.02
90th Percentile 22.05 16.94 0.12 3.10 12.24

Fund 49.30 23.40 0.12 14.63 12.56

Target 46.00 26.00 0.00 13.00 15.00

% Group Invested 98.68% 97.35% 71.52% 50.33% 98.01%

* Current Quarter Target = 36.0% S&P 500 Index, 26.0% Barclays Aggregate Index, 15.0% MSCI ACWI x US (Net), 10.0% Russell 2500 Index, 8.0%

NFI-ODCE Value Weight Gr and 5.0% CPI-W+4.0%.
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of September 30, 2015, with
the distribution as of June 30, 2015. The change in asset distribution is broken down into the dollar change due to Net New
Investment and the dollar change due to Investment Return.

Asset Distribution Across Investment Managers

September 30, 2015 June 30, 2015

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Domestic Equity $340,252,250 49.30% $(7,297,717) $(26,636,430) $374,186,397 50.88%

Large Cap Equity $262,763,167 38.07% $(5,126,236) $(19,259,590) $287,148,993 39.04%
Alliance S&P Index 81,282,023 11.78% (11,250) (5,508,256) 86,801,529 11.80%
PIMCO StocksPLUS 39,571,085 5.73% 0 (3,328,097) 42,899,182 5.83%
BlackRock Russell 1000 Value 72,067,538 10.44% (8,002) (6,552,400) 78,627,940 10.69%
T. Rowe Price Large Cap Growth 69,842,521 10.12% (5,106,984) (3,870,837) 78,820,342 10.72%

Small/Mid Cap Equity $77,489,083 11.23% $(2,171,482) $(7,376,839) $87,037,404 11.83%
Champlain Mid Cap 39,004,731 5.65% (90,912) (4,044,683) 43,140,326 5.87%
Pyramis Small Cap 38,484,353 5.58% (2,080,569) (3,332,157) 43,897,078 5.97%

International Equity $86,695,704 12.56% $(183,515) $(11,981,102) $98,860,320 13.44%
Causeway International Value Equity 51,556,532 7.47% (108,052) (5,931,286) 57,595,871 7.83%
Aberdeen EAFE Plus 35,139,171 5.09% (75,463) (6,049,815) 41,264,449 5.61%

Fixed Income $161,500,551 23.40% $(141,104) $(1,305,957) $162,947,612 22.16%
BlackRock U.S. Debt Fund 62,228,524 9.02% (8,520) 788,007 61,449,037 8.36%
PIMCO Fixed Income 99,272,027 14.38% (132,584) (2,093,965) 101,498,576 13.80%

Real Estate $60,666,062 8.79% $(155,451) $2,061,287 $58,760,226 7.99%
JP Morgan Strategic Property Fund 43,603,447 6.32% (102,158) 1,432,974 42,272,631 5.75%
LaSalle Income and Growth Fund* 62,000 0.01% 0 0 62,000 0.01%
JP Morgan Income and Growth Fund 17,000,615 2.46% (53,293) 628,313 16,425,595 2.23%

Infrastructure $40,282,741 5.84% $(351,585) $414,066 $40,220,260 5.47%
Macquarie European Infrastructure 21,244,668 3.08% (8,902) 414,066 20,839,504 2.83%
SteelRiver Infrastructure 19,038,073 2.76% (342,683) () 19,380,756 2.64%

Cash Composite $828,565 0.12% $335,155 $() $493,410 0.07%
Cash 828,565 0.12% 335,155 () 493,410 0.07%

Total Plan $690,225,873 100.0% $(7,794,217) $(37,448,135) $735,468,225 100.0%

*Note(s):  According to LaSalle, Income & Growth Fund IVâ��s expected termination date is 10/1/2015;

a final distribution of TSRSâ��s remaining assets will occur subsequent to the termination date.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Gross of Fees

Domestic Equity (7.16%) 1.38% 14.09% 14.40% 6.81%
  Total Domestic Equity Target (1) (7.29%) (0.36%) 12.44% 13.24% 6.97%

Large Cap Equity (6.69%) 0.07% 13.67% 14.02% 6.22%
  S&P 500 Index (6.44%) (0.61%) 12.40% 13.34% 6.80%

Alliance S&P Index (6.35%) (0.52%) 12.40% 13.30% 6.86%

PIMCO StocksPLUS (7.76%) (2.04%) 13.24% 14.91% -

  S&P 500 Index (6.44%) (0.61%) 12.40% 13.34% 6.80%

BlackRock Russell 1000 Value Index (8.33%) (4.23%) 11.71% 12.40% 5.86%

  Russell 1000 Value Index (8.39%) (4.42%) 11.59% 12.29% 5.71%

T. Rowe Price Large Cap Growth (4.75%) 6.36% 17.13% 16.31% 9.59%

  Russell 1000 Growth Index (5.29%) 3.17% 13.61% 14.47% 8.09%

Small/Mid Cap Equity U.S. Equity (8.72%) 6.15% 15.55% 15.69% 8.94%
  Russell 2500 Index (10.30%) 0.38% 12.39% 12.69% 7.40%

Champlain Mid Cap (9.39%) 1.75% 14.31% 14.17% 10.22%

  Russell MidCap Index (8.01%) (0.25%) 13.91% 13.40% 7.87%

Pyramis Small Cap (8.05%) 10.75% 16.69% 16.92% 10.12%

  Russell 2000 Index (11.92%) 1.25% 11.02% 11.73% 6.55%

International Equity (12.13%) (14.13%) 2.98% 2.55% 3.16%
  MSCI ACWI x US (Net) (12.17%) (12.16%) 2.34% 1.82% 3.03%

Causeway International Value Equity (10.32%) (9.53%) 6.61% 6.49% 5.20%

  MSCI EAFE Index (10.23%) (8.66%) 5.63% 3.98% 2.97%

Aberdeen EAFE Plus (14.66%) (20.08%) (1.54%) 2.10% 4.59%

  MSCI ACWI x US (Net) (12.17%) (12.16%) 2.34% 1.82% 3.03%

Fixed Income (0.80%) 0.68% 2.09% 3.93% 5.43%
  Barclays Aggregate Index 1.23% 2.94% 1.71% 3.10% 4.64%

BlackRock U.S. Debt Fund 1.28% 3.06% 1.87% 3.23% 4.77%

  Barclays Aggregate Index 1.23% 2.94% 1.71% 3.10% 4.64%

PIMCO Fixed Income (2.07%) (0.77%) 2.23% 4.60% 5.96%

  Custom Index (2) (0.55%) 1.02% 2.30% 4.43% 5.64%

(1) The Total Domestic Equity target is currently composed of 78% S&P 500 and 22% Russell

2500 Index.

(2) The custom index is currently composed of 25% Barclays Mortgage, 25% Barclays Credit, 25%

Barclays High Yield, and 25% JP Morgan EMBI Global. Prior to 2/1/2012, the custom index was

composed of 70% Barclays Mortgage, 15% Barclays Credit, and 15% Barclays High Yield.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Gross of Fees

Real Estate 3.51% 15.13% 14.49% 14.55% 6.34%
  NFI-ODCE Value Weight Gr 3.68% 14.93% 13.45% 14.02% 6.71%

JP Morgan Strategic Property Fund 3.40% 14.53% 13.85% 14.34% 7.48%
  NFI-ODCE Value Weight Gr 3.68% 14.93% 13.45% 14.02% 6.71%

JP Morgan Income and Growth Fund 3.83% 17.11% 17.31% 20.49% -
  NFI-ODCE Value Weight Gr 3.68% 14.93% 13.45% 14.02% 6.71%

Infrastructure 1.04% 1.64% 5.33% 5.57% -
  CPI + 4% 0.51% 3.36% 4.65% 5.66% 5.79%

Macquarie European Infrastructure 1.99% (2.01%) 5.67% 5.64% -
SteelRiver Infrastructure 0.00% 5.97% 5.03% 5.56% -
  CPI + 4% 0.51% 3.36% 4.65% 5.66% 5.79%

Cash Composite 0.00% 0.00% 0.01% 0.03% 1.48%

Total Fund (5.11%) 0.07% 9.09% 9.58% 6.09%
Total Fund Benchmark* (4.60%) 0.12% 7.87% 8.74% 5.92%

* Current Quarter Target = 36.0% S&P 500 Index, 26.0% Barclays Aggregate Index, 15.0% MSCI ACWI x US (Net), 10.0%
Russell 2500 Index, 8.0% NFI-ODCE Value Weight Gr and 5.0% CPI-W+4.0%.
Note(s):  According to LaSalle, Income & Growth Fund IVâ��s expected termination date is 10/1/2015;
a final distribution of TSRSâ��s remaining assets will occur subsequent to the termination date.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

 6/2015-
9/2015 FY 2015 FY 2014 FY 2013 FY 2012

Gross of Fees

Domestic Equity (7.16%) 9.01% 26.67% 23.35% 2.92%
  Total Domestic Equity Target (1) (7.29%) 7.15% 24.84% 21.70% 3.77%

Large Cap Equity (6.69%) 7.96% 27.15% 22.41% 3.48%
  S&P 500 Index (6.44%) 7.42% 24.61% 20.60% 5.45%

Alliance S&P Index (6.35%) 7.43% 24.50% 20.51% 5.48%

PIMCO StocksPLUS (7.76%) 7.57% 27.61% 24.51% 5.80%

  S&P 500 Index (6.44%) 7.42% 24.61% 20.60% 5.45%

BlackRock Russell 1000 Value Index (8.33%) 4.34% 23.88% 25.36% 3.07%

  Russell 1000 Value Index (8.39%) 4.13% 23.81% 25.32% 3.01%

T. Rowe Price Large Cap Growth (4.75%) 12.35% 32.80% 20.37% 5.19%

  Russell 1000 Growth Index (5.29%) 10.56% 26.92% 17.07% 5.76%

Small/Mid Cap Equity U.S. Equity (8.72%) 12.68% 24.97% 26.35% 0.64%
  Russell 2500 Index (10.30%) 5.92% 25.58% 25.61% (2.29%)

Champlain Mid Cap (9.39%) 10.27% 26.20% 22.88% 0.78%

  Russell MidCap Index (8.01%) 6.63% 26.85% 25.41% (1.65%)

Pyramis Small Cap (8.05%) 15.07% 23.59% 29.74% 0.44%

  Russell 2000 Index (11.92%) 6.49% 23.64% 24.21% (2.08%)

International Equity (12.13%) (5.79%) 21.26% 17.18% (14.49%)
  MSCI ACWI x US (Net) (12.17%) (5.26%) 21.75% 13.63% (14.57%)

Causeway International Value Equity (10.32%) (2.38%) 23.76% 22.07% (10.83%)

  MSCI EAFE Index (10.23%) (4.22%) 23.57% 18.62% (13.83%)

Aberdeen EAFE Plus (14.66%) (10.16%) 18.20% 11.69% (4.27%)

  MSCI ACWI x US (Net) (12.17%) (5.26%) 21.75% 13.63% (14.57%)

Fixed Income (0.80%) 0.78% 7.64% 1.84% 8.32%
  Barclays Aggregate Index 1.23% 1.86% 4.37% (0.69%) 7.47%

BlackRock U.S. Debt Fund 1.28% 1.99% 4.49% (0.48%) 7.55%

  Barclays Aggregate Index 1.23% 1.86% 4.37% (0.69%) 7.47%

PIMCO Fixed Income (2.07%) 0.05% 9.60% 3.27% 9.56%

  Custom Index (2) (0.55%) 0.75% 8.48% 2.41% 7.63%

(1) The Total Domestic Equity target is currently composed of 78% S&P 500 and 22% Russell

2500 Index.

(2) The custom index is currently composed of 25% Barclays Mortgage, 25% Barclays Credit, 25%

Barclays High Yield, and 25% JP Morgan EMBI Global. Prior to 2/1/2012, the custom index was

composed of 70% Barclays Mortgage, 15% Barclays Credit, and 15% Barclays High Yield.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

 6/2015-
9/2015 FY 2015 FY 2014 FY 2013 FY 2012

Gross of Fees

Real Estate 3.51% 13.92% 13.27% 16.00% 11.63%
  NFI-ODCE Value Weight Gr 3.68% 14.43% 12.75% 12.17% 12.42%

JP Morgan Strategic Property Fund 3.40% 13.37% 14.08% 14.08% 12.00%
  NFI-ODCE Value Weight Gr 3.68% 14.43% 12.75% 12.17% 12.42%

JP Morgan Income and Growth Fund 3.83% 16.19% 11.66% 25.49% 18.15%
  NFI-ODCE Value Weight Gr 3.68% 14.43% 12.75% 12.17% 12.42%

Infrastructure 1.04% (2.75%) 16.31% 3.27% 5.68%
  CPI + 4% 0.51% 3.62% 6.05% 5.76% 5.58%

Macquarie European Infrastructure 1.99% (9.64%) 14.63% 13.28% 0.54%
SteelRiver Infrastructure 0.00% 5.97% 18.46% (7.19%) 13.03%
  CPI + 4% 0.51% 3.62% 6.05% 5.76% 5.58%

Cash Composite 0.00% 0.00% 0.00% 0.05% 0.03%

Total Fund (5.11%) 4.63% 19.64% 14.84% 2.40%
Total Fund Benchmark* (4.60%) 4.34% 16.97% 12.87% 3.04%

* Current Quarter Target = 36.0% S&P 500 Index, 26.0% Barclays Aggregate Index, 15.0% MSCI ACWI x US (Net), 10.0%
Russell 2500 Index, 8.0% NFI-ODCE Value Weight Gr and 5.0% CPI-W+4.0%.
Note(s):  According to LaSalle, Income & Growth Fund IVâ��s expected termination date is 10/1/2015;
a final distribution of TSRSâ��s remaining assets will occur subsequent to the termination date.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Net of Fees

Domestic Equity (7.23%) 1.11% 13.76% 14.01% 6.41%
  Total Domestic Equity Target (1) (7.29%) (0.36%) 12.44% 13.24% 6.97%

Large Cap Equity (6.73%) (0.05%) 13.50% 13.80% 5.96%
  S&P 500 Index (6.44%) (0.61%) 12.40% 13.34% 6.80%

Alliance S&P Index (6.36%) (0.55%) 12.36% 13.25% 6.81%

PIMCO StocksPLUS (7.76%) (2.04%) 13.10% 14.72% -

  S&P 500 Index (6.44%) (0.61%) 12.40% 13.34% 6.80%

BlackRock Russell 1000 Value Index (8.34%) (4.27%) 11.67% 12.37% 5.85%

  Russell 1000 Value Index (8.39%) (4.42%) 11.59% 12.29% 5.71%

T. Rowe Price Large Cap Growth (4.87%) 5.97% 16.61% 15.77% 9.07%

  Russell 1000 Growth Index (5.29%) 3.17% 13.61% 14.47% 8.09%

Small/Mid Cap Equity U.S. Equity (8.90%) 5.31% 14.65% 14.79% 8.10%
  Russell 2500 Index (10.30%) 0.38% 12.39% 12.69% 7.40%

Champlain Mid Cap (9.59%) 0.89% 13.36% 13.21% 9.30%

  Russell MidCap Index (8.01%) (0.25%) 13.91% 13.40% 7.87%

Pyramis Small Cap (8.21%) 9.96% 15.85% 16.07% 9.32%

  Russell 2000 Index (11.92%) 1.25% 11.02% 11.73% 6.55%

International Equity (12.29%) (14.75%) 2.25% 1.79% 2.36%
  MSCI ACWI x US (Net) (12.17%) (12.16%) 2.34% 1.82% 3.03%

Causeway International Value Equity (10.46%) (10.12%) 5.92% 5.80% 4.51%

  MSCI EAFE Index (10.23%) (8.66%) 5.63% 3.98% 2.97%

Aberdeen EAFE Plus (14.84%) (20.74%) (2.33%) 1.29% 3.76%

  MSCI ACWI x US (Net) (12.17%) (12.16%) 2.34% 1.82% 3.03%

Fixed Income (0.88%) 0.36% 1.77% 3.62% 5.16%
  Barclays Aggregate Index 1.23% 2.94% 1.71% 3.10% 4.64%

BlackRock U.S. Debt Fund 1.27% 3.04% 1.83% 3.21% 4.76%

  Barclays Aggregate Index 1.23% 2.94% 1.71% 3.10% 4.64%

PIMCO Fixed Income (2.19%) (1.25%) 1.74% 4.14% 5.54%

  Custom Index (2) (0.55%) 1.02% 2.30% 4.43% 5.64%

(1) The Total Domestic Equity target is currently composed of 78% S&P 500 and 22% Russell

2500 Index.

(2) The custom index is currently composed of 25% Barclays Mortgage, 25% Barclays Credit, 25%

Barclays High Yield, and 25% JP Morgan EMBI Global. Prior to 2/1/2012, the custom index was

composed of 70% Barclays Mortgage, 15% Barclays Credit, and 15% Barclays High Yield.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended September 30, 2015

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Net of Fees

Real Estate 3.24% 13.93% 13.23% 13.27% 5.10%
  NFI-ODCE Equal Weight Net 3.40% 13.82% 12.23% 12.86% 5.49%

JP Morgan Strategic Property Fund 3.15% 13.42% 12.75% 13.23% 6.42%
  NFI-ODCE Equal Weight Net 3.40% 13.82% 12.23% 12.86% 5.49%

JP Morgan Income and Growth Fund 3.50% 15.65% 15.61% 18.72% -
  NFI-ODCE Equal Weight Net 3.40% 13.82% 12.23% 12.86% 5.49%

Infrastructure 1.04% 0.54% 4.18% 4.05% -
  CPI + 4% 0.51% 3.36% 4.65% 5.66% 5.79%

Macquarie European Infrastructure 1.99% (2.97%) 4.80% 4.29% -
SteelRiver Infrastructure 0.00% 4.67% 3.50% 3.81% -
  CPI + 4% 0.51% 3.36% 4.65% 5.66% 5.79%

Cash Composite 0.00% (0.00%) 0.01% 0.03% 1.48%

Total Fund (5.21%) (0.37%) 8.58% 9.03% 5.55%
Total Fund Benchmark* (4.60%) 0.12% 7.87% 8.74% 5.92%

* Current Quarter Target = 36.0% S&P 500 Index, 26.0% Barclays Aggregate Index, 15.0% MSCI ACWI x US (Net), 10.0%
Russell 2500 Index, 8.0% NFI-ODCE Value Weight Gr and 5.0% CPI-W+4.0%.
Note(s):  According to LaSalle, Income & Growth Fund IVâ��s expected termination date is 10/1/2015;
a final distribution of TSRSâ��s remaining assets will occur subsequent to the termination date.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

 6/2015-
9/2015 FY 2015 FY 2014 FY 2013 FY 2012

Net of Fees

Domestic Equity (7.23%) 8.72% 26.30% 22.90% 2.50%
  Total Domestic Equity Target (1) (7.29%) 7.15% 24.84% 21.70% 3.77%

Large Cap Equity (6.73%) 7.83% 26.95% 22.21% 3.21%
  S&P 500 Index (6.44%) 7.42% 24.61% 20.60% 5.45%

Alliance S&P Index (6.36%) 7.40% 24.45% 20.46% 5.43%

PIMCO StocksPLUS (7.76%) 7.57% 27.61% 23.83% 5.56%

  S&P 500 Index (6.44%) 7.42% 24.61% 20.60% 5.45%

BlackRock Russell 1000 Value Index (8.34%) 4.30% 23.83% 25.35% 3.07%

  Russell 1000 Value Index (8.39%) 4.13% 23.81% 25.32% 3.01%

T. Rowe Price Large Cap Growth (4.87%) 11.93% 32.16% 19.79% 4.67%

  Russell 1000 Growth Index (5.29%) 10.56% 26.92% 17.07% 5.76%

Small/Mid Cap Equity U.S. Equity (8.90%) 11.80% 24.00% 25.36% (0.16%)
  Russell 2500 Index (10.30%) 5.92% 25.58% 25.61% (2.29%)

Champlain Mid Cap (9.59%) 9.33% 25.16% 21.86% (0.08%)

  Russell MidCap Index (8.01%) 6.63% 26.85% 25.41% (1.65%)

Pyramis Small Cap (8.21%) 14.24% 22.70% 28.79% (0.31%)

  Russell 2000 Index (11.92%) 6.49% 23.64% 24.21% (2.08%)

International Equity (12.29%) (6.46%) 20.41% 16.34% (15.16%)
  MSCI ACWI x US (Net) (12.17%) (5.26%) 21.75% 13.63% (14.57%)

Causeway International Value Equity (10.46%) (3.01%) 22.98% 21.27% (11.43%)

  MSCI EAFE Index (10.23%) (4.22%) 23.57% 18.62% (13.83%)

Aberdeen EAFE Plus (14.84%) (10.90%) 17.28% 10.80% (5.04%)

  MSCI ACWI x US (Net) (12.17%) (5.26%) 21.75% 13.63% (14.57%)

Fixed Income (0.88%) 0.46% 7.30% 1.51% 8.03%
  Barclays Aggregate Index 1.23% 1.86% 4.37% (0.69%) 7.47%

BlackRock U.S. Debt Fund 1.27% 1.97% 4.43% (0.49%) 7.55%

  Barclays Aggregate Index 1.23% 1.86% 4.37% (0.69%) 7.47%

PIMCO Fixed Income (2.19%) (0.43%) 9.07% 2.77% 9.15%

  Custom Index (2) (0.55%) 0.75% 8.48% 2.41% 7.63%

(1) The Total Domestic Equity target is currently composed of 78% S&P 500 and 22% Russell

2500 Index.

(2) The custom index is currently composed of 25% Barclays Mortgage, 25% Barclays Credit, 25%

Barclays High Yield, and 25% JP Morgan EMBI Global. Prior to 2/1/2012, the custom index was

composed of 70% Barclays Mortgage, 15% Barclays Credit, and 15% Barclays High Yield.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2015. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

 6/2015-
9/2015 FY 2015 FY 2014 FY 2013 FY 2012

Net of Fees

Real Estate 3.24% 12.74% 12.03% 14.67% 10.34%
  NFI-ODCE Equal Weight Net 3.40% 13.64% 11.37% 10.80% 11.46%

JP Morgan Strategic Property Fund 3.15% 12.28% 12.98% 12.95% 10.90%
  NFI-ODCE Equal Weight Net 3.40% 13.64% 11.37% 10.80% 11.46%

JP Morgan Income and Growth Fund 3.50% 14.74% 9.93% 23.54% 16.49%
  NFI-ODCE Equal Weight Net 3.40% 13.64% 11.37% 10.80% 11.46%

Infrastructure 1.04% (3.82%) 15.32% 1.39% 3.61%
  CPI + 4% 0.51% 3.62% 6.05% 5.76% 5.58%

Macquarie European Infrastructure 1.99% (10.56%) 14.11% 11.61% (1.44%)
SteelRiver Infrastructure 0.00% 4.67% 16.80% (9.28%) 10.85%
  CPI + 4% 0.51% 3.62% 6.05% 5.76% 5.58%

Cash Composite 0.00% (0.00%) 0.00% 0.05% 0.03%

Total Fund (5.21%) 4.17% 19.11% 14.21% 1.82%
Total Fund Benchmark* (4.60%) 4.34% 16.97% 12.87% 3.04%

* Current Quarter Target = 36.0% S&P 500 Index, 26.0% Barclays Aggregate Index, 15.0% MSCI ACWI x US (Net), 10.0%
Russell 2500 Index, 8.0% NFI-ODCE Value Weight Gr and 5.0% CPI-W+4.0%.
*Note(s):  According to LaSalle, Income & Growth Fund IVâ��s expected termination date is 10/1/2015;
a final distribution of TSRSâ��s remaining assets will occur subsequent to the termination date.
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Quarterly Style Attribution - September 30, 2015

The following analysis approaches Total Fund Attribution from the perspective of relative return. Relative return attribution
separates and quantifies the sources of total fund excess return relative to its target. This excess return is separated into two
relative attribution effects: Style Allocation Effect and Manager Selection Effect. The Style Allocation Effect represents the
excess return due to the actual total fund style allocation differing from the target style allocation. Manager Selection Effect
represents the total fund impact of the individual managers excess returns relative to their benchmarks.

Style Class Under or Overweighting

(6%) (4%) (2%) 0% 2% 4% 6%

Large Cap Equity 3.23%

Small/Mid Cap Equity 1.50%

Fixed Income (3.60%)

Real Estate 0.12%

Infrastructure 0.48%

International Equity (1.73%)

Large Cap Equity

Small/Mid Cap Equity

Fixed Income

Real Estate

Infrastructure

International Equity

Total

Actual vs Target Returns

(20%) (10%) 0% 10%

(6.69%)

(6.44%)

(8.72%)

(10.30%)

(0.80%)

1.23%

3.51%

3.68%

1.04%

0.51%

(12.13%)

(12.17%)

(5.11%)

(4.60%)

Actual Target

Relative Attribution by Style Class

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

Manager Effect Style Allocation Total

Relative Attribution Effects for Quarter ended September 30, 2015

Effective Effective Total
Actual Target Actual Target Manager Style Relative

Style Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 39% 36% (6.69%) (6.44%) (0.09%) (0.07%) (0.16%)
Small/Mid Cap Equity 12% 10% (8.72%) (10.30%) 0.19% (0.08%) 0.10%
Fixed Income 22% 26% (0.80%) 1.23% (0.45%) (0.20%) (0.65%)
Real Estate 8% 8% 3.51% 3.68% (0.01%) 0.01% (0.00%)
Infrastructure 5% 5% 1.04% 0.51% 0.03% 0.02% 0.05%
International Equity 13% 15% (12.13%) (12.17%) 0.01% 0.14% 0.15%

Total = + +(5.11%) (4.60%) (0.32%) (0.19%) (0.51%)

* Current Quarter Target = 36.0% S&P 500 Index, 26.0% Barclays Aggregate Index, 15.0% MSCI ACWI x US (Net), 10.0% Russell 2500 Index, 8.0%

NFI-ODCE Value Weight Gr and 5.0% CPI-W+4.0%.
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Cumulative Style Relative Attribution - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by style class. These relative attribution effects separate the cumulative
sources of total fund excess return into Style Allocation Effect and Manager Selection Effect.

One Year Relative Attribution Effects

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

Large Cap Equity

Small/Mid Cap Equity
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Infrastructure

International Equity

Total

Manager Effect Style Allocation Total

Cumulative Relative Attribution Effects

(0.6%)

(0.4%)

(0.2%)

0.0%

0.2%

0.4%

0.6%

0.8%

2014 2015

Manager Effect

Style Allocation

Total

One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Style Relative

Style Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 40% 36% 0.07% (0.61%) 0.28% (0.06%) 0.22%
Small/Mid Cap Equity 11% 10% 6.15% 0.38% 0.64% (0.03%) 0.61%
Fixed Income 22% 26% 0.68% 2.94% (0.52%) (0.14%) (0.66%)
Real Estate 8% 8% 15.13% 14.93% 0.02% (0.01%) 0.01%
Infrastructure 5% 5% 1.64% 3.36% (0.09%) (0.00%) (0.09%)
International Equity 14% 15% (14.13%) (12.16%) (0.30%) 0.17% (0.14%)

Total = + +0.07% 0.12% 0.02% (0.07%) (0.05%)

* Current Quarter Target = 36.0% S&P 500 Index, 26.0% Barclays Aggregate Index, 15.0% MSCI ACWI x US (Net), 10.0% Russell 2500 Index, 8.0%

NFI-ODCE Value Weight Gr and 5.0% CPI-W+4.0%.
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Cumulative Style Relative Attribution - September 30, 2015

The charts below accumulate the Total Fund Attribution Analysis (shown earlier) over multiple periods to examine the
cumulative sources of excess total fund performance relative to target. These cumulative results quantify the longer-term
sources of total fund excess return relative to target by style class. These relative attribution effects separate the cumulative
sources of total fund excess return into Style Allocation Effect and Manager Selection Effect.

Five Year Annualized Relative Attribution Effects
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Total

Five Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Style Relative

Style Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 37% 36% 14.02% 13.34% 0.25% 0.03% 0.28%
Small/Mid Cap Equity 11% 10% 15.69% 12.69% 0.31% (0.00%) 0.31%
Fixed Income 24% 26% 3.93% 3.27% 0.17% 0.01% 0.18%
Real Estate 7% 8% 14.55% 14.03% 0.04% (0.07%) (0.03%)
Infrastructure 6% 5% 5.57% 5.66% (0.00%) (0.06%) (0.06%)
International Equity 14% 15% 2.55% 1.82% 0.11% 0.04% 0.15%

Total = + +9.58% 8.74% 0.88% (0.04%) 0.84%

* Current Quarter Target = 36.0% S&P 500 Index, 26.0% Barclays Aggregate Index, 15.0% MSCI ACWI x US (Net), 10.0% Russell 2500 Index, 8.0%

NFI-ODCE Value Weight Gr and 5.0% CPI-W+4.0%.
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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 = 36.0% S&P 500 Index, 26.0% Barclays Aggregate Index, 15.0% MSCI ACWI x US (Net), 10.0% Russell 2500 Index, 8.0%

NFI-ODCE Value Weight Gr and 5.0% CPI-W+4.0%.
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Total Fund Ranking

The first two charts show the ranking of the Total Fund’s performance relative to that of the Public Fund Sponsor Database
for periods ended September 30, 2015. The first chart is a standard unadjusted ranking. In the second chart each fund in the
database is adjusted to have the same historical asset allocation as that of the Total Fund.
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* Current Quarter Target = 36.0% S&P 500 Index, 26.0% Barclays Aggregate Index, 15.0% MSCI ACWI x US (Net), 10.0% Russell 2500 Index, 8.0%

NFI-ODCE Value Weight Gr and 5.0% CPI-W+4.0%.
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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 = 36.0% S&P 500 Index, 26.0% Barclays Aggregate Index, 15.0% MSCI ACWI x US (Net), 10.0% Russell 2500 Index, 8.0%

NFI-ODCE Value Weight Gr and 5.0% CPI-W+4.0%.
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Total Fund
Period Ended September 30, 2015

Investment Philosophy
The total fund return stream starts the third quarter of 1988.

Quarterly Summary and Highlights
Total Fund’s portfolio posted a (5.11)% return for the quarter placing it in the 62 percentile of the Public Fund Sponsor
Database group for the quarter and in the 29 percentile for the last year.

Total Fund’s portfolio underperformed the Total Fund Benchmark by 0.51% for the quarter and underperformed the
Total Fund Benchmark for the year by 0.05%.

Performance vs Public Fund Sponsor Database (Gross)
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Median (4.87) (0.52) 6.91 7.55 5.71 8.37
75th Percentile (5.50) (1.63) 5.74 6.65 5.27 8.19
90th Percentile (6.04) (2.52) 4.53 5.98 4.79 7.92

Total Fund (5.11) 0.07 9.09 9.58 6.09 8.19

Total Fund
Benchmark (4.60) 0.12 7.87 8.74 5.92 8.54

Relative Return vs Total Fund Benchmark
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Domestic Equity
Period Ended September 30, 2015

Investment Philosophy
The Total Domestic Equity target is currently composed of 78% S&P 500 Index and 22% Russell 2500 Index.

Quarterly Summary and Highlights
Domestic Equity’s portfolio posted a (7.16)% return for the quarter placing it in the 19 percentile of the Pub Pln-
Domestic Equity group for the quarter and in the 8 percentile for the last year.

Domestic Equity’s portfolio outperformed the Total Domestic Equity Target by 0.13% for the quarter and outperformed
the Total Domestic Equity Target for the year by 1.75%.

Performance vs Pub Pln- Domestic Equity (Gross)
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Total Domestic
Equity Target (7.29) (0.36) 12.44 13.24 6.97
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Domestic Equity
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs Pub Pln- Domestic Equity (Gross)
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10th Percentile (4.15) 12.79 37.22 17.42 2.34 21.49 34.69 (35.14) 8.11 16.29
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75th Percentile (6.06) 10.05 33.14 15.14 (1.19) 16.90 27.32 (39.33) 3.89 13.48
90th Percentile (6.54) 8.42 31.92 14.16 (2.61) 15.71 25.64 (41.20) 2.96 12.58

Domestic Equity (3.76) 11.46 37.46 18.44 (0.99) 19.45 26.46 (39.36) 5.48 12.46

Total Domestic
Equity Target (5.41) 12.25 33.37 16.43 1.16 17.56 28.20 (36.92) 4.60 15.95

Cumulative and Quarterly Relative Return vs Total Domestic Equity Target
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Alliance S&P Index
Period Ended September 30, 2015

Investment Philosophy
Alliance uses a stratified sampling methodology and purchases a majority of the index stocks to replicate the Standard and
Poor’s 500. The product was funded during the third quarter of 1988.

Quarterly Summary and Highlights
Alliance S&P Index’s portfolio posted a (6.35)% return for the quarter placing it in the 37 percentile of the CAI Large
Cap Core Style group for the quarter and in the 56 percentile for the last year.

Alliance S&P Index’s portfolio outperformed the S&P 500 Index by 0.09% for the quarter and outperformed the S&P
500 Index for the year by 0.10%.

Performance vs CAI Large Cap Core Style (Gross)
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Alliance S&P Index (6.35) (0.52) 12.40 13.30 6.86 9.87

S&P 500 Index (6.44) (0.61) 12.40 13.34 6.80 9.87

Relative Return vs S&P 500 Index
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Alliance S&P Index
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs CAI Large Cap Core Style (Gross)
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S&P Index (5.19) 13.65 32.31 15.95 2.03 15.41 26.26 (36.73) 5.63 15.82

S&P 500 Index (5.29) 13.69 32.39 16.00 2.11 15.06 26.47 (37.00) 5.49 15.79

Cumulative and Quarterly Relative Return vs S&P 500 Index

R
e

la
ti
v
e

 R
e

tu
rn

s

(2%)

(1%)

0%

1%

2%

2010 2011 2012 2013 2014 2015

Alliance S&P Index CAI Large Cap Core Style

Risk Adjusted Return Measures vs S&P 500 Index
Rankings Against CAI Large Cap Core Style (Gross)
Five Years Ended September 30, 2015

(10)

(5)

0

5

10

15

20

Alpha Treynor
Ratio

(49)

(47)

10th Percentile 1.71 15.10
25th Percentile 0.92 14.37

Median 0.01 13.19
75th Percentile (1.14) 11.91
90th Percentile (3.03) 10.19

Alliance
S&P Index 0.02 13.28

(1.5)

(1.0)

(0.5)

0.0

0.5

1.0

1.5

Information Sharpe Excess Return
Ratio Ratio Ratio

(37)

(45)

(85)

10th Percentile 0.89 1.13 0.94
25th Percentile 0.53 1.07 0.50

Median 0.00 1.00 0.10
75th Percentile (0.48) 0.88 (0.30)
90th Percentile (1.08) 0.76 (0.54)

Alliance S&P Index 0.25 1.01 (0.44)
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PIMCO StocksPLUS
Period Ended September 30, 2015

Investment Philosophy
PIMCO’s StocksPLUS investment philosophy is based on the principal that stock index futures and swaps, when used as a
non-leveraged vehicle for obtaining long-term equity exposure, offer an attractive means for enhancing equity market
returns. The strategy seeks a longer time horizon of their investors relative to that of typical money market investors. This
long time horizon allows PIMCO to use their fixed income and associated risk management skill set to seek out attractive
yields relative to money market financing rates on a portion of the high quality fixed-income securities they use to back the
futures contracts. Since they only require sufficient liquidity to meet a worst case margin outflow caused by a stock market
decline, a portion of their fixed-income portfolio can be invested in somewhat less liquid, higher yielding securities. In
addition, they generally take advantage of the typical upward slope of the short end of the yield curve by extending their
duration to six months in most market environments and sometimes up to one year. PIMCO also feels that it is appropriate
in most market environments to capture both the credit yield premium provided by holding a portion of the fixed-income
portfolio in low duration corporate securities and the volatility yield premium provided by holding high quality mortgage
securities. The product was funded during the first quarter of 2006.

Quarterly Summary and Highlights
PIMCO StocksPLUS’s portfolio posted a (7.76)% return for the quarter placing it in the 65 percentile of the CAI Large
Capitalization Style group for the quarter and in the 67 percentile for the last year.

PIMCO StocksPLUS’s portfolio underperformed the S&P 500 Index by 1.32% for the quarter and underperformed the
S&P 500 Index for the year by 1.43%.

Performance vs CAI Large Capitalization Style (Gross)
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25th Percentile (5.55) 3.36 14.25 14.39 7.80

Median (6.95) (0.11) 13.13 13.36 6.98
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90th Percentile (9.53) (5.14) 11.01 11.23 5.23

PIMCO StocksPLUS (7.76) (2.04) 13.24 14.91 8.41

S&P 500 Index (6.44) (0.61) 12.40 13.34 6.47

Relative Return vs S&P 500 Index
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PIMCO StocksPLUS
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs CAI Large Capitalization Style (Gross)
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Cumulative and Quarterly Relative Return vs S&P 500 Index
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BlackRock Russell 1000 Value
Period Ended September 30, 2015

Investment Philosophy
The objective of the Russell 1000 Value Index Fund is to track the performance of its benchmark, the Russell 1000 Value
Index.  They seek to deliver a high quality and cost-effective index-based solution to institutional investors. The product
was funded during the second quarter of 2001.

Quarterly Summary and Highlights
BlackRock Russell 1000 Value’s portfolio posted a (8.33)% return for the quarter placing it in the 53 percentile of the
CAI Large Cap Value Style group for the quarter and in the 59 percentile for the last year.

BlackRock Russell 1000 Value’s portfolio outperformed the Russell 1000 Value Index by 0.06% for the quarter and
outperformed the Russell 1000 Value Index for the year by 0.19%.

Performance vs CAI Large Cap Value Style (Gross)
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75th Percentile (9.49) (5.15) 11.20 11.65 5.77 5.92
90th Percentile (11.00) (6.59) 10.30 10.84 4.78 5.52
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BlackRock Russell 1000 Value
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs CAI Large Cap Value Style (Gross)
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BlackRock
Russell 1000 Value (8.80) 13.56 32.57 17.60 0.49 15.73 20.15 (36.74) (0.00) 22.28
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Value Index (8.96) 13.45 32.53 17.51 0.39 15.51 19.69 (36.85) (0.17) 22.25

Cumulative and Quarterly Relative Return vs Russell 1000 Value Index
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T. Rowe Price Large Cap Growth
Period Ended September 30, 2015

Investment Philosophy
The Large-Cap Growth Strategy is a fundamentally driven, active approach to large company growth investing.  The
investment philosophy is centered around the manager’s belief that long-term growth in earnings and cash flow drive
stockholder returns. The product was funded during the first quarter of 2012. Performance prior is that of the composite.

Quarterly Summary and Highlights
T. Rowe Price Large Cap Growth’s portfolio posted a (4.75)% return for the quarter placing it in the 30 percentile of the
CAI Large Cap Growth Style group for the quarter and in the 18 percentile for the last year.

T. Rowe Price Large Cap Growth’s portfolio outperformed the Russell 1000 Growth Index by 0.54% for the quarter and
outperformed the Russell 1000 Growth Index for the year by 3.19%.

Performance vs CAI Large Cap Growth Style (Gross)
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Relative Return vs Russell 1000 Growth Index
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T. Rowe Price Large Cap Growth
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs CAI Large Cap Growth Style (Gross)
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Champlain Mid Cap
Period Ended September 30, 2015

Investment Philosophy
Champlain Investment Partners believes buying the shares of superior businesses with credible and sincere managements
at a discount to fair or intrinsic value gives investors several potential paths to wealth creation. First, the market may bid the
shares to a premium over fair value. Second, management may grow the fair value over time at a faster rate than market
appreciation. Third, the company may be bought by a larger company or private market investor. They are willing to sell
over-priced stocks and harvest gains, reducing valuation risk. The product was funded during the third quarter of 2010.
Performance prior is that of the composite.

Quarterly Summary and Highlights
Champlain Mid Cap’s portfolio posted a (9.39)% return for the quarter placing it in the 71 percentile of the CAI Mid
Capitalization Style group for the quarter and in the 46 percentile for the last year.

Champlain Mid Cap’s portfolio underperformed the Russell MidCap Index by 1.38% for the quarter and outperformed
the Russell MidCap Index for the year by 2.00%.

Performance vs CAI Mid Capitalization Style (Gross)
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Champlain Mid Cap
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs CAI Mid Capitalization Style (Gross)
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Pyramis Small Cap
Period Ended September 30, 2015

Investment Philosophy
Pyramis believes that pricing anomalies exist within the marketplace. The firm’s objective is to exploit these inefficiencies
and add value over the Russell 2000 Index using fundamental research to identify potential investment opportunities. The
Pyramis Small Cap Core strategy seeks to build a balanced portfolio where returns will be driven by stock selection and not
by systemic biases or exposures to market factors. The product was funded during the third quarter of 1998.

Quarterly Summary and Highlights
Pyramis Small Cap’s portfolio posted a (8.05)% return for the quarter placing it in the 18 percentile of the CAI Small
Capitalization Style group for the quarter and in the 7 percentile for the last year.

Pyramis Small Cap’s portfolio outperformed the Russell 2000 Index by 3.86% for the quarter and outperformed the
Russell 2000 Index for the year by 9.51%.

Performance vs CAI Small Capitalization Style (Gross)
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Pyramis Small Cap
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs CAI Small Capitalization Style (Gross)
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International Equity
Period Ended September 30, 2015

Quarterly Summary and Highlights
International Equity’s portfolio posted a (12.13)% return for the quarter placing it in the 68 percentile of the Pub Pln-
International Equity group for the quarter and in the 88 percentile for the last year.

International Equity’s portfolio outperformed the MSCI ACWI x US (Net) by 0.04% for the quarter and underperformed
the MSCI ACWI x US (Net) for the year by 1.97%.

Performance vs Pub Pln- International Equity (Gross)

(20%)

(10%)

0%

10%

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

(68)(69)

(88)

(80)

(67)
(73) (67)

(78)

(77)(82)

10th Percentile (10.25) (6.87) 6.73 5.52 5.02
25th Percentile (10.84) (8.12) 5.69 4.48 4.59

Median (11.60) (9.51) 4.34 3.53 3.87
75th Percentile (12.72) (11.51) 2.04 2.07 3.31
90th Percentile (14.10) (14.89) (0.24) (0.46) 1.91

International
Equity (12.13) (14.13) 2.98 2.55 3.16

MSCI ACWI
x US (Net) (12.17) (12.16) 2.34 1.82 3.03

Relative Return vs MSCI ACWI x US (Net)

R
e

la
ti
v
e

 R
e

tu
rn

s

(4%)

(3%)

(2%)

(1%)

0%

1%

2%

3%

4%

10 2011 2012 2013 2014 2015

International Equity

Pub Pln- International Equity (Gross)
Annualized Five Year Risk vs Return

12 13 14 15 16 17 18 19 20
(8%)

(6%)

(4%)

(2%)

0%

2%

4%

6%

8%

International Equity

MSCI ACWI x US (Net)

Standard Deviation

R
e

tu
rn

s

 57
Tucson Supplemental Retirement System



International Equity
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs Pub Pln- International Equity (Gross)
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Causeway International Value Equity
Period Ended September 30, 2015

Investment Philosophy
Causeway Capital Management’s International Value Equity team focuses on active investment management with a
value-driven, bottom-up approach to stock selection. The team believes in managing equity portfolios using a disciplined
approach with the goal of producing favorable long-term returns coupled with reduced downside volatility. Although the firm
possesses dedicated emerging market capabilities which are quantitative in nature, research for this strategy is
fundamentally focused. The product was funded during the first quarter of 2005.

Quarterly Summary and Highlights
Causeway International Value Equity’s portfolio posted a (10.32)% return for the quarter placing it in the 58 percentile of
the CAI Non-U.S. Equity Style group for the quarter and in the 77 percentile for the last year.

Causeway International Value Equity’s portfolio underperformed the MSCI EAFE Index by 0.08% for the quarter and
underperformed the MSCI EAFE Index for the year by 0.88%.

Performance vs CAI Non-U.S. Equity Style (Gross)
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Causeway International Value Equity
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs CAI Non-U.S. Equity Style (Gross)
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Aberdeen EAFE Plus
Period Ended September 30, 2015

Investment Philosophy
Aberdeen believes that given the inefficiency of markets, superior long-term returns are achieved by identifying high quality
stocks, buying them at reasonable/cheap prices, and ultimately investing in those securities for the long term. Absolute
return is held to be of the utmost importance. The strategy is benchmark aware, but not benchmark driven. This benchmark
stance is born from their belief that indices do not provide meaningful guidance to the prospects of a company or its
inherent worth.

Quarterly Summary and Highlights
Aberdeen EAFE Plus’s portfolio posted a (14.66)% return for
the quarter placing it in the 99 percentile of the CAI
Non-U.S. Equity Style group for the quarter and in the 100
percentile for the last year.

Aberdeen EAFE Plus’s portfolio underperformed the MSCI
ACWI x US (Net) by 2.49% for the quarter and
underperformed the MSCI ACWI x US (Net) for the year by
7.92%.

Quarterly Asset Growth

Beginning Market Value $41,264,449

Net New Investment $-75,463

Investment Gains/(Losses) $-6,049,815

Ending Market Value $35,139,171

Percent Cash: 0.0%

Performance vs CAI Non-U.S. Equity Style (Gross)
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Aberdeen EAFE Plus
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs CAI Non-U.S. Equity Style (Gross)
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Fixed Income
Period Ended September 30, 2015

Quarterly Summary and Highlights
Fixed Income’s portfolio posted a (0.80)% return for the quarter placing it in the 95 percentile of the Corp Pln- Domestic
Fixed group for the quarter and in the 88 percentile for the last year.

Fixed Income’s portfolio underperformed the Barclays Aggregate Index by 2.03% for the quarter and underperformed
the Barclays Aggregate Index for the year by 2.27%.

Performance vs Corp Pln- Domestic Fixed (Gross)
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Fixed Income
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs Corp Pln- Domestic Fixed (Gross)
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BlackRock U.S. Debt Fund
Period Ended September 30, 2015

Investment Philosophy
The product was funded during the fourth quarter of 2011. Performance prior is that of the composite.

Quarterly Summary and Highlights
BlackRock U.S. Debt Fund’s portfolio posted a 1.28% return for the quarter placing it in the 26 percentile of the CAI
Core Bond Fixed-Inc Style group for the quarter and in the 45 percentile for the last year.

BlackRock U.S. Debt Fund’s portfolio outperformed the Barclays Aggregate Index by 0.05% for the quarter and
outperformed the Barclays Aggregate Index for the year by 0.12%.

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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BlackRock U.S. Debt Fund
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs CAI Core Bond Fixed-Inc Style (Gross)
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PIMCO Fixed Income
Period Ended September 30, 2015

Investment Philosophy
PIMCO emphasizes adding value by rotating through the major sectors of the domestic and international bond markets.
They also seek to enhance returns through duration management. The product was funded during the third quarter of
2002. The custom index is currently composed of 25% Barclays Mortgage, 25% Barclays Credit, 25% Barclays High Yield,
and 25% JP Morgan EMBI Global. Prior to 2/1/2012, the custom index was composed of 70% Barclays Mortgage, 15%
Barclays Credit, and 15% Barclays High Yield.

Quarterly Summary and Highlights
PIMCO Fixed Income’s portfolio posted a (2.07)% return for the quarter placing it in the 98 percentile of the CAI Core
Bond Plus Style group for the quarter and in the 94 percentile for the last year.

PIMCO Fixed Income’s portfolio underperformed the Custom Index by 1.52% for the quarter and underperformed the
Custom Index for the year by 1.79%.

Performance vs CAI Core Bond Plus Style (Gross)
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PIMCO Fixed Income
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs CAI Core Bond Plus Style (Gross)

(20%)

(10%)

0%

10%

20%

30%

12/14- 9/15 2014 2013 2012 2011 2010 2009 2008 2007 2006

B(27)
A(94)74

B(60)
A(85)

42
A(23)
B(96)78

A(1)

B(100)
17 B(39)

A(80)78
A(72)
B(100)93

A(34)

B(99)

64

B(5)

A(63)

27

A(8)
B(23)48 A(2)

B(92)
18

10th Percentile 1.38 7.35 1.11 11.56 8.23 11.79 24.21 4.01 7.84 6.28
25th Percentile 1.17 6.84 (0.25) 9.75 8.08 10.72 20.69 1.96 6.91 5.75

Median 0.70 6.16 (0.71) 8.29 7.63 9.13 17.42 (5.17) 5.87 5.15
75th Percentile 0.14 5.69 (1.10) 7.02 6.60 7.97 12.53 (9.33) 5.14 4.69
90th Percentile (0.55) 5.35 (1.67) 6.13 5.59 7.58 11.04 (13.26) 3.79 4.39

PIMCO
Fixed Income A (0.95) 5.48 (0.12) 13.40 6.22 8.14 19.85 (5.85) 8.00 7.06

Barclays
Aggregate Index B 1.13 5.97 (2.02) 4.21 7.84 6.54 5.93 5.24 6.97 4.33

Custom Index 0.16 6.31 (1.28) 10.62 6.42 7.28 14.24 1.00 5.89 6.06

Cumulative and Quarterly Relative Return vs Custom Index

R
e

la
ti
v
e

 R
e

tu
rn

s

(12%)

(10%)

(8%)

(6%)

(4%)

(2%)

0%

2%

4%

6%

2010 2011 2012 2013 2014 2015

PIMCO Fixed Income Barclays Aggregate Index CAI FI Core Plus Style

Risk Adjusted Return Measures vs Custom Index
Rankings Against CAI Core Bond Plus Style (Gross)
Five Years Ended September 30, 2015

(2)
(1)

0
1
2
3
4
5
6
7
8

Alpha Treynor
Ratio

B(76)
A(99)

B(65)
A(99)

10th Percentile 1.68 6.84
25th Percentile 1.21 5.97

Median 0.81 5.54
75th Percentile 0.54 5.04
90th Percentile 0.29 4.70

PIMCO
Fixed Income A (0.57) 3.85

Barclays
Aggregate Index B 0.50 5.19

(1.0)

(0.5)

0.0

0.5

1.0

1.5

2.0

2.5

Information Sharpe Excess Return
Ratio Ratio Ratio

B(90)

A(99)

A(96)
B(99)

A(25)

B(92)

10th Percentile 1.26 1.74 0.25
25th Percentile 1.00 1.58 0.12

Median 0.65 1.44 (0.12)
75th Percentile 0.41 1.31 (0.26)
90th Percentile 0.21 1.19 (0.47)

PIMCO Fixed Income A (0.45) 1.08 0.12
Barclays

Aggregate Index B 0.22 1.02 (0.49)

 69
Tucson Supplemental Retirement System



R
e

a
l E

s
ta

te

Real Estate



Real Estate
Period Ended September 30, 2015

Investment Philosophy
The Total Real Estate Funds Database consists of both open and closed-end commingled funds as well as separate
accounts managed by real estate firms.  The returns represent the overall performance of institutional capital invested in
real estate properties.

Quarterly Summary and Highlights
Real Estate’s portfolio posted a 3.51% return for the quarter placing it in the 29 percentile of the Total Real Estate DB
group for the quarter and in the 37 percentile for the last year.

Real Estate’s portfolio underperformed the NFI-ODCE Value Weight Gr by 0.17% for the quarter and outperformed the
NFI-ODCE Value Weight Gr for the year by 0.20%.

Performance vs Total Real Estate DB (Net)
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Real Estate
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs Total Real Estate DB (Net)
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JP Morgan Strategic Property Fund
Period Ended September 30, 2015

Investment Philosophy
Strategic Property Fund is an actively managed diversified, core, open-end commingled pension trust fund. It seeks an
income-driven rate of return of 100 basis points over the NFI-ODCE Equal Weight Net Index over a full market cycle (three
to five year horizon) through asset, geographic and sector selection and active asset management. The Fund invests in
high quality stabilized assets with dominant competitive characteristics in markets with attractive demographics throughout
the United States. The product was funded in the fourth quarter of 2008.

Quarterly Summary and Highlights
JP Morgan Strategic Property Fund’s portfolio posted a
3.40% return for the quarter placing it in the 37 percentile of
the CAI Open-End Real Estate Funds group for the quarter
and in the 40 percentile for the last year.

JP Morgan Strategic Property Fund’s portfolio
underperformed the NFI-ODCE Value Weight Gross by
0.29% for the quarter and underperformed the NFI-ODCE
Value Weight Gross for the year by 0.40%.

Quarterly Asset Growth

Beginning Market Value $42,272,631

Net New Investment $-102,158

Investment Gains/(Losses) $1,432,974

Ending Market Value $43,603,447

Percent Cash: 0.0%

Performance vs CAI Open-End Real Estate Funds (Net)
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(37)(25)

(40)(28)
(24)(27)

(37)(38)
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10th Percentile 3.90 17.68 16.61 22.94 7.46 -
25th Percentile 3.68 15.05 13.60 18.11 7.02 -

Median 3.19 13.75 12.73 13.09 6.52 -
75th Percentile 2.88 12.95 10.43 9.93 6.05 -
90th Percentile 2.63 10.76 9.09 6.95 5.66 -

JP Morgan Strategic
Property Fund 3.40 14.53 13.85 14.34 7.48 8.71

NFI-ODCE Value
Weight Gross 3.68 14.93 13.45 14.02 6.71 7.84

Relative Returns vs
NFI-ODCE Value Weight Gross
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JP Morgan Strategic Property Fund
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs CAI Open-End Real Estate Funds (Net)

(60%)
(50%)
(40%)
(30%)
(20%)
(10%)

0%
10%
20%
30%
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10th Percentile 14.76 16.81 16.41 12.79 19.15 18.90 (20.77) (2.54) 17.80 21.01
25th Percentile 11.35 13.36 14.28 11.67 16.29 15.94 (25.92) (5.53) 16.15 16.80

Median 10.72 11.99 12.67 10.80 15.33 15.09 (28.89) (10.25) 14.59 15.41
75th Percentile 9.39 10.52 10.02 8.95 13.91 13.02 (33.22) (14.99) 12.84 12.65
90th Percentile 8.63 9.38 8.65 5.49 12.22 9.80 (43.90) (25.83) 7.34 9.50

JP Morgan Strategic
Property Fund 11.47 11.14 15.90 11.84 15.99 14.16 (26.53) (8.09) 16.67 16.59

NFI-ODCE Value
Weight Gross 11.30 12.50 13.94 10.94 15.99 16.36 (29.76) (10.01) 15.97 16.32

Cumulative and Quarterly Relative Return vs NFI-ODCE Value Weight Gross
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10th Percentile 69.66 16.42
25th Percentile 35.20 13.98

Median (0.42) 10.28
75th Percentile (5.24) (6.81)
90th Percentile (8.92) (22.65)

JP Morgan Strategic
Property Fund 1.37 15.51
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Information Sharpe Excess Return
Ratio Ratio Ratio

(37)
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10th Percentile 8.80 10.13 1.18
25th Percentile 4.78 7.51 0.31

Median 0.14 3.71 (0.63)
75th Percentile (2.86) 2.53 (1.18)
90th Percentile (5.25) 2.53 (1.66)

JP Morgan Strategic
Property Fund 1.46 9.09 0.31
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JP Morgan Income and Growth Fund
Period Ended September 30, 2015

Investment Philosophy
The product was funded in the fourth quarter of 2005.

Quarterly Summary and Highlights
JP Morgan Income and Growth Fund’s portfolio posted a 3.83% return for the quarter placing it in the 38 percentile of
the Real Estate Value Added Open End Funds group for the quarter and in the 54 percentile for the last year.

JP Morgan Income and Growth Fund’s portfolio outperformed the NFI-ODCE Value Weight Gross by 0.14% for the
quarter and outperformed the NFI-ODCE Value Weight Gross for the year by 2.18%.

Performance vs Real Estate Value Added Open End Funds (Net)
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75th Percentile 2.34 13.56 12.67 11.88 (0.47)
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JP Morgan Income
and Growth Fund 3.83 17.11 17.31 20.49 4.75

NFI-ODCE Value
Weight Gross 3.68 14.93 13.45 14.02 6.34

Relative Returns vs
NFI-ODCE Value Weight Gross
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JPM Income and Growth Fund
Return Analysis Summary

Return Analysis
The graphs below analyze the manager’s return on both a risk-adjusted and unadjusted basis. The first chart illustrates the
manager’s ranking over different periods versus the appropriate style group. The second chart shows the historical quarterly
and cumulative manager returns versus the appropriate market benchmark. The last two charts illustrate the manager’s
ranking relative to their style using various risk-adjusted return measures.

Performance vs Real Estate Value Added Open End Funds (Net)
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10th Percentile 17.94 24.91 18.81 21.75 45.34 23.11 (41.24) (4.81) 26.17 27.58
25th Percentile 15.14 14.68 17.45 17.17 22.42 20.00 (42.72) (13.03) 25.97 20.55

Median 13.56 13.32 15.13 13.28 15.42 17.62 (45.40) (16.25) 17.80 17.92
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90th Percentile 7.75 8.77 10.70 8.43 9.06 2.94 (66.35) (42.95) 15.61 7.95

JPM Income
and Growth Fund 13.34 10.85 21.23 17.74 28.52 17.11 (44.09) (27.07) 18.11 20.93

NFI-ODCE Value
Weight Gross 11.30 12.50 13.94 10.94 15.99 16.36 (29.76) (10.01) 15.97 16.32

Cumulative and Quarterly Relative Return vs NFI-ODCE Value Weight Gross
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(6)

(4)

(2)

0

2

4

6

8

Information Sharpe Excess Return
Ratio Ratio Ratio

(94)

(58)

(8)

10th Percentile 2.24 6.20 1.44
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Infrastructure
Period Ended September 30, 2015

Quarterly Summary and Highlights
Infrastructure’s portfolio outperformed the CPI + 4% by 0.53% for the quarter and underperformed the CPI + 4% for the
year by 1.72%.
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Macquarie European Infrastructure
Period Ended September 30, 2015

Investment Philosophy
The product was funded in the fourth quarter of 2008.

Quarterly Summary and Highlights
Macquarie European Infrastructure’s portfolio outperformed the CPI + 4% by 1.48% for the quarter and underperformed
the CPI + 4% for the year by 5.37%.
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SteelRiver Infrastructure North America
Period Ended September 30, 2015

Investment Philosophy
The product was funded in the fourth quarter of 2008.

Quarterly Summary and Highlights
SteelRiver Infrastructure North America’s portfolio underperformed the CPI + 4% by 0.51% for the quarter and
outperformed the CPI + 4% for the year by 2.61%.
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Callan Research/Education



Ρεσεαρχη ανδ Εδυχατιοναλ Προγραmσ

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

τηρουγη χαρεφυλλψ στρυχτυρεδ εδυχατιοναλ προγραmσ. 

Ρεχεντ Ρεσεαρχη

Πλεασε ϖισιτ ωωω.χαλλαν.χοm/ρεσεαρχη το σεε αλλ οφ ουρ πυβλιχατιονσ.

Φιξεδ Ινχοmε Βενχηmαρκ Ρεϖιεω Τηισ αννυαλ ρεπορτ χοmπαρεσ 

χηαραχτεριστιχσ φορ Βαρχλαψσ, Χιτι, Χρεδιτ Συισσε, ανδ ϑΠ Μοργαν 

ixed income indices versus various Callan Manager peer groups.

Ρεαλ Ινδιχατορσ: Τηε Μετριχσ οφ Ρεαλ Εστατε Ιν τηισ ϖιδεο, Αϖερψ 

Ροβινσον, ΧΑΙΑ, δισχυσσεσ τηε δεϖελοπmεντ οφ ρεαλ εστατε ινδιχα−

τορ mετριχσ ανδ ωηατ τηεψ σαψ αβουτ τηε χυρρεντ mαρκετ. 

Τηε Εδυχατιον οφ Βετα ςιδεο Ευγενε Ποδκαmινερ, ΧΦΑ, δε−

scribes the reasons he decided to explore the topic of “smart beta”.

Τηε Εδυχατιον οφ Βετα: Χαν Αλτερνατιϖε Ινδεξ−

εσ Μακε Ψουρ Πορτφολιο Σmαρτερ? Ρεπριντεδ ιν 

τηε ϑουρναλ οφ Ινϖεστινγ, Ευγενε Ποδκαmινερ 

explores how “smart beta” strategies are put to−

γετηερ, ηοω τηεψ ηαϖε περφορmεδ οϖερ τηε παστ 

δεχαδε, ανδ ηοω τηεψ χαν βε υσεδ βψ ινϖεστορσ. 

Ρεαλ Ασσετσ Ρεπορτερ, Συmmερ/Φαλλ 2015 Dατα ανδ ινσιγητσ ον 

ρεαλ εστατε ανδ οτηερ ρεαλ ασσετ ινϖεστmεντ τοπιχσ, ινχλυδινγ λιστεδ 

ινφραστρυχτυρε.

Ταργετ Dατε Φυνδσ: Φινδινγ τηε Ριγητ ςεηιχλε φορ τηε Ροαδ 

το Ρετιρεmεντ  Author Jimmy Veneruso presents key indings 

ανδ ηιγηλιγητσ σοmε θυεστιονσ πλαν σπονσορσ mαψ χονσιδερ ωηεν 

εϖαλυατινγ ταργετ δατε φυνδσ.

Ηεδγε Φυνδ Μονιτορ, 2νδ Θυαρτερ 2015 Αυτηορ ϑιm ΜχΚεε�σ 

εσσαψ, Ζεν ανδ τηε Αρτ οφ Σελλινγ Σηορτ, ινχλυδινγ θυαρτερλψ περφορ−

mανχε προϖιδεσ α σναπσηοτ οφ τηε ασσετ χλασσ.

Πριϖατε Μαρκετσ Τρενδσ, Συmmερ 2015 Γαρψ Ροβερτσον συm−

mαριζεσ τηε mαρκετ ενϖιρονmεντ, ρεχεντ εϖεντσ, περφορmανχε, 

ανδ οτηερ ισσυεσ ινϖολϖινγ πριϖατε εθυιτψ.

DΧ Οβσερϖερ, 2νδ Θυαρτερ 2015 Χοϖερ στορψ: Wηατ Dο Ψου Σεε 

Through the Brokerage Window? Plus the Callan DC Index™.

Συmmαρψ, ϑυνε Wορκσηοπ: Φιδυχιαρψ Τιδαλ Wαϖε, Ναϖιγατινγ 

DΧ�σ Υνχηαρτεδ Wατερσ Σηαρεδ οβσερϖατιονσ φροm Χαλλαν�σ 2015 

DΧ Τρενδσ Συρϖεψ, client experiences, and case studies.

Χαπιταλ Μαρκετ Ρεϖιεω, 2νδ Θυαρτερ 2015 Ινσιγητσ ον τηε εχονο−

my and recent performance in equities, ixed income, alternatives, 

ρεαλ εστατε, ανδ mορε. 

Ινσιδε Χαλλαν�σ Dαταβασε, 2νδ Θυαρτερ 2015 Τηισ ρεπορτ γραπησ 

περφορmανχε ανδ ρισκ δατα φροm Χαλλαν�σ προπριεταρψ δαταβασε 

αλονγσιδε ρελεϖαντ mαρκετ ινδιχεσ.

Βεατινγ τηε Ηεατ: Φιϖε Βεστ Πραχτιχεσ φορ Εν−

δοωmεντσ ανδ Φουνδατιονσ Ελλεν Βροωνελλ 

presents ive ways endowments and foundations 

χαν κεεπ τηειρ χοολ ωηεν ασσετ αλλοχατιον χον−

ϖερσατιονσ ηεατ υπ. 

2015 Νυχλεαρ Dεχοmmισσιονινγ Φυνδινγ Στυδψ Αυτηορ ϑυλια 

Μοριαρτψ χοϖερσ ποωερ υτιλιτιεσ ωιτη αν οωνερσηιπ ιντερεστ ιν τηε 

οπερατινγ ανδ νον−οπερατινγ νυχλεαρ ρεαχτορσ ιν τηε Υ.Σ.

 

ΧΑΛΛΑΝ 

ΙΝςΕΣΤΜΕΝΤΣ 

ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

3ρδ Θυαρτερ 2015

T H E  J O U R N A L  O F

The Voices of Influence  |  iijournals.com

 SUMMER 2015   Volume 24 Number 2 THEORY & PRACTICE FOR FUND MANAGERS

The Education of Beta: Can 
Alternative Indexes Make Your 
Portfolio Smarter?
EUGENE PODKAMINER

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

ΧΑΛΛΑΝ 

ΙΝςΕΣΤΜΕΝΤΣ 

ΙΝΣΤΙΤΥΤΕ

Ρεσεαρχη
Σποτλιγητ

ϑυλψ 2015

Βεατινγ τηε Ηεατ 

Φιϖε Βεστ Πραχτιχεσ φορ Ενδοωmεντσ ανδ Φουνδατιονσ

Have you found yourself defending your diversiied asset allocation strategy in light of U.S. public markets’ 

strong performance? Here are ive ways to keep your cool when asset allocation conversations heat up:

 

1 Εmπηασιζε θυαλιτψ ιν mαναγερ σελεχτιον. Hire managers to be long-term partners and try to mini-

mize turnover. Determine your access to irst- and second-quartile alternatives managers and also 

your resources to source those managers. When thinking about management fees, look at the big 

picture. What is the long-term goal? What does it cost to get there? What are the risks?

2	 Manage	resources	eficiently	and	effectively.	Think long-term across the entire program, including 

stafing. Hire people who understand managers and manager selection. Look for people who are not 

only investment-savvy, knowledgeable, and experienced, but also those who it with the culture and 

who buy into the investment process. Low staff turnover is correlated with higher returns. If you are 

considering a boost to your alternatives allocation, do you have the appropriate legal and accounting 

staff to handle the additional work? Is your custodian able to handle alternatives?

Successful organizations take a long-term view. They 
think about current spending needs versus future 
spending goals. Decide if you are going to spend more 
on the current generation at the expense of future 
generations, or if you will spend less on the current 
generation to beneit future generations.

Ellen Brownell, Senior Vice President, Fund Sponsor Consulting

Ελλεν ηασ σπεντ χλοσε 

το 20 ψεαρσ ιν τηε 

inancial industry.  

Σηε ηασ εξτενσιϖε 

εξπεριενχε σερϖινγ ιν 

the investment ofices 

of private and public 

universities.



“We think the best way to learn something is to teach it. 
Εντρυστινγ χλιεντ εδυχατιον το ουρ χονσυλταντσ ανδ σπεχιαλιστσ 

ενσυρεσ τηατ τηεψ ηαϖε α τοταλ χοmmανδ οφ τηειρ συβϕεχτ 

mαττερ. Τηισ ισ ονε ρεασον ωηψ εδυχατιον ανδ ρεσεαρχη ηαϖε 

been cornerstones of our irm for more than 40 years.” 

Ρον Πεψτον, Χηαιρmαν ανδ ΧΕΟ

Callan Investments Institute and the “Callan College”

 

Εϖεντσ

Dιδ ψου mισσ ουτ ον α Χαλλαν χονφερενχε ορ ωορκσηοπ? Εϖεντ συm−

mαριεσ ανδ σπεακερσ� πρεσεντατιονσ αρε αϖαιλαβλε ον ουρ ωεβσιτε:  

ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/ΧΙΙ/ 

Τηε Οχτοβερ Ρεγιοναλ Wορκσηοπ, το βε 

ηελδ Οχτοβερ 21 ιν Νεω Ψορκ ανδ Οχτοβερ 

22 ιν Ατλαντα, λοοκσ ατ ωηερε Ρεαλ Ασσετσ 

Μεετ τηε Ρεαλ Wορλδ. Ιν τηισ ωορκσηοπ, ωε 

λοοκ ατ ρεαλ ασσετσ� ϖαριουσ ρολεσ ιν ινστιτυ−

τιοναλ πορτφολιοσ. Wε διϖε ιντο τηε χηαλλενγεσ τηατ αρισε δυρινγ 

ιmπλεmεντατιον�χηαλλενγεσ ασ υνιθυε ασ ινϖεστορσ τηεmσελϖεσ. 

Αλσο, σαϖε τηε δατε φορ ουρ αννυαλ Νατιοναλ Χονφερενχε ιν Σαν 

Φρανχισχο, ϑανυαρψ 25−27, 2016.

Φορ mορε ινφορmατιον αβουτ ρεσεαρχη ορ εδυχατιοναλ εϖεντσ, 

πλεασε χονταχτ Αννα Wεστ: 415.974.5060 / ινστιτυτε≅χαλλαν.χοm

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ  

Εδυχατιοναλ Σεσσιονσ

The Center for Investment Training, better known as the “Callan 
College,” provides a foundation of knowledge for industry profes−

σιοναλσ ωηο αρε ινϖολϖεδ ιν τηε ινϖεστmεντ δεχισιον−mακινγ προ−

cess. It was founded in 1994 to provide clients and non-clients alike 
with basic- to intermediate-level instruction. Our next session is:

Ιντροδυχτιον το Ινϖεστmεντσ

Χηιχαγο, Οχτοβερ 27−28, 2015

2016 δατεσ ΤΒD, πλεασε χηεχκ ουρ ωεβσιτε φορ υπδατεσ

Τηισ σεσσιον φαmιλιαριζεσ φυνδ σπονσορ τρυστεεσ, σταφφ, ανδ ασσετ 

mαναγεmεντ αδϖισορσ ωιτη βασιχ ινϖεστmεντ τηεορψ, τερmινολογψ, 

ανδ πραχτιχεσ. Ιτ λαστσ ονε−ανδ−α−ηαλφ δαψσ ανδ ισ δεσιγνεδ φορ ιν−

dividuals who have less than two years of experience with asset-
mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τυιτιον φορ 

the Introductory “Callan College” session is $2,350 per person. 
Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, βρεακφαστ ανδ λυνχη ον 

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

Χυστοmιζεδ Σεσσιονσ

The “Callan College” is equipped to customize a curriculum to 
meet the training and educational needs of a speciic organization.
Τηεσε ταιλορεδ σεσσιονσ ρανγε φροm βασιχ το αδϖανχεδ ανδ χαν 

take place anywhere—even at your ofice.

Λεαρν mορε ατ ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/χολλεγε/ ορ 

χονταχτ Κατηλεεν Χυννιε: 415.274.3029 / χυννιε≅χαλλαν.χοm

Ρεαλιτψ Χηεχκ: Ρεαλ Ασσετσ 

Μεετ τηε Ρεαλ Wορλδ

Βρεττ Χορνωελλ, ΧΦΑ

Γλοβαλ Μαναγερ Ρεσεαρχη

ϑαψ Κλοεπφερ

Χαπιταλ Μαρκετσ Ρεσεαρχη

Σαλλψ Ηασκινσ

Ρεαλ Ασσετσ Χονσυλτινγ

2015 Ρεγιοναλ Wορκσηοπσ

Οχτοβερ 21 � Νεω Ψορκ Χιτψ

Οχτοβερ 22 � Ατλαντα

Υνιθυε πιεχεσ οφ ρεσεαρχη τηε 

Ινστιτυτε γενερατεσ εαχη ψεαρ50+

Total attendees of the “Callan 
College” since 19943,300 Ψεαρ τηε Χαλλαν Ινϖεστmεντσ 

Ινστιτυτε ωασ φουνδεδ1980

Αττενδεεσ (ον αϖεραγε) οφ τηε 

Ινστιτυτε�σ αννυαλ Νατιοναλ Χονφερενχε500

Εδυχατιον: Βψ τηε Νυmβερσ
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implementation and on-going management of multi-manager portfolios for institutional investors. Please refer to Callan’s ADV Part 2A for a complete 
listing of TAG’s portfolios. We are happy to provide clients with more specific information regarding TAG, including detail on the portfolios it 
oversees.  Per company policy these requests are handled by TAG’s senior management. 
 

 

 

Quarterly List as of  

September 30, 2015

Knowledge. Experience. Integrity. 9/30/15 

Manager Name Educational Services Consulting Services 
1607 Capital Partners, LLC  Y 
Aberdeen Asset Management Y Y 
Acadian Asset Management, Inc. Y  
Advisory Research Y  
Affiliated Managers Group  Y 
AllianceBernstein Y  
Allianz Global Investors U.S. LLC Y Y 
Allianz Life Insurance Company of North America  Y 
Altrinsic Global Advisors, LLC  Y 
American Century Investment Management Y  
Analytic Investors Y  
Apollo Global Management Y  
AQR Capital Management Y  
Ares Management Y  
Ariel Investments Y  
Aristotle Capital Management Y  
Aronson + Johnson + Ortiz Y  
Artisan Holdings  Y 
Atlanta Capital Management Co., L.L.C. Y Y 
Aviva Investors Y  
AXA Rosenberg Investment Management Y  
Babson Capital Management LLC Y  
Baillie Gifford International LLC  Y Y 
Baird Advisors Y Y 
Bank of America  Y 
Baring Asset Management Y  
Baron Capital Management Y  
BlackRock Y  
BMO Asset Management Y  
BNP Paribas Investment Partners Y  
BNY Mellon Asset Management Y Y 
Boston Company Asset Management, LLC (The) Y Y 
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Boston Partners  Y Y 

Brandes Investment Partners, L.P. Y Y 

Brandywine Global Investment Management, LLC Y  

Brown Brothers Harriman & Company Y  

Cadence Capital Management Y  

Capital Group Y  

CastleArk Management, LLC  Y 

Causeway Capital Management Y  

Central Plains Advisors, Inc.  Y 

Chartwell Investment Partners Y  

ClearBridge Investments, LLC (fka ClearBridge Advisors) Y  

Cohen & Steers Y Y 

Columbia Management Investment Advisors, LLC Y Y 

Columbus Circle Investors Y Y 

Corbin Capital Partners Y  

Cornerstone Investment Partners, LLC Y  

Cramer Rosenthal McGlynn, LLC Y  

Crawford Investment Council  Y 

Credit Suisse Asset Management Y  

Crestline Investors Y Y 

Cutwater Asset Management Y  

DB Advisors Y Y 

DE Shaw Investment Management LLC Y  

Delaware Investments Y Y 

DePrince, Race & Zollo, Inc. Y Y 

Deutsche Asset  & Wealth Management Y Y 

Diamond Hill Investments Y  

Donald Smith & Co., Inc. Y  

DSM Capital Partners  Y 

Duff & Phelps Investment Mgmt. Y Y 

Eagle Asset Management, Inc.  Y 

EARNEST Partners, LLC Y  

Eaton Vance Management Y Y 

Epoch Investment Partners Y  

Fayez Sarofim & Company  Y 

Federated Investors Y Y 

Fir Tree Partners Y  

First Eagle Investment Management Y  

First Hawaiian Bank  Y 

First State Investments Y  

Fisher Investments Y  

Franklin Templeton   Y Y 
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Fred Alger Management Co., Inc. Y  

Fuller & Thaler Asset Management Y  

GAM (USA) Inc. Y  

Garcia Hamilton  & Associates Y  

GE Asset Management Y Y 

Geneva Capital Management Y  

Goldman Sachs Asset Management Y Y 

Grand-Jean Capital Management Y Y 

GMO (fka Grantham, Mayo, Van Otterloo & Co., LLC) Y  

Great Lakes Advisors, Inc.  Y 

The Guardian Life Insurance Company of America  Y 

Guggenheim Investments Asset Management (fka Security Global) Y  

The Hampshire Companies Y  

Harbor Capital  Y 

Hartford Funds Y  

Hartford Investment Management Co. Y Y 

Heightman Capital Management Corporation  Y 

Henderson Global Investors Y Y 

Hotchkis & Wiley Y  

HSBC Global Asset Management Y  

Income Research & Management Y  

Insight Investment Management  Y 

Institutional Capital LLC Y  

INTECH Investment Management Y  

Invesco Y Y 

Investec Asset Management Y  

Jacobs Levy Equity Management  Y 

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

Jensen Investment Management  Y 

J.M. Hartwell Y  

J.P. Morgan Asset Management Y Y 

KeyCorp  Y 

Lazard Asset Management Y Y 

LMCG Investments (fka Lee Munder Capital Group) Y  

Legal & General Investment Management America Y  

Lincoln National Corporation  Y 

Logan Circle Partners, L.P. Y  

The London Company Y  

Longview Partners Y  

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

Lord Abbett & Company Y Y 

Los Angeles Capital Management Y  
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LSV Asset Management Y  

Lyrical Partners Y  

MacKay Shields LLC Y Y 

Man Investments Y  

Manulife Asset Management Y  

Martin Currie Y  

Marvin & Palmer Associates, Inc. Y  

MFS Investment Management Y Y 

MidFirst Bank  Y 

Mondrian Investment Partners Limited Y Y 

Montag & Caldwell, Inc. Y Y 

Morgan Stanley Alternative Investment Partners Y  

Morgan Stanley Investment Management Y Y 

Mount Lucas Management LP Y  

Mountain Lake Investment Management LLC  Y 

MUFG Union Bank, N.A.  Y 

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

Newton Capital Management Y  

Northern Lights Capital Group  Y 

Northern Trust Global Investment Services Y Y 

Nuveen Investments Institutional Services Group LLC Y  

Old Mutual Asset Management Y Y 

OppenheimerFunds, Inc. Y  

Pacific Investment Management Company Y  

Palisade Capital Management LLC Y  

Paradigm Asset Management Y  

Parametric Portfolio Associates Y  

Peregrine Capital Management, Inc. Y Y 

Philadelphia International Advisors, LP Y  

PineBridge Investments (formerly AIG) Y  

Pinnacle Asset Management Y  

Pioneer Investment Management, Inc. Y  

PNC Capital Advisors (fka Allegiant Asset Mgmt) Y Y 

Polen Capital Management Y  

Principal Financial Group  Y 

Principal Global Investors Y Y 

Private Advisors Y  

Prudential Fixed Income Management Y  

Prudential Investment Management, Inc. Y Y 

Putnam Investments, LLC Y Y 

Pzena Investment Management, LLC Y  

Pyramis Global Advisors Y  
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Rainier Investment Management Y  

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

Research Affiliates  Y 

Regions Financial Corporation  Y 

RCM  Y 

Rothschild Asset Management, Inc. Y Y 

RS Investments Y  

Russell Investment Management Y  

Sankaty Advisors, LLC Y  

Santander Global Facilities  Y 

Schroder Investment Management North America Inc. Y Y 

Scout Investments Y  

SEI Investments  Y 

SEIX Investment Advisors, Inc. Y  

Select Equity Group Y  

Smith Affiliated Capital Corporation Y  

Smith Graham and Company  Y 

Smith Group Asset Management  Y 

Standard Life Investments Y  

Standish (fka, Standish Mellon Asset Management) Y  

State Street Global Advisors Y  

Stone Harbor Investment Partners, L.P. Y Y 

Systematic Financial Management Y  

T. Rowe Price Associates, Inc. Y Y 

Taplin, Canida & Habacht Y  

Timberland Investment Resources Y  

TCW Asset Management Company Y  

Thompson, Siegel & Walmsley LLC Y  

USAA Real Estate Company Y  

Van Eck Y  

Versus Capital Group  Y 

Victory Capital Management Inc. Y  

Vontobel Asset Management Y  

Voya Investment Management (fka ING) Y  

Vulcan Value Partners, LLC  Y 

Waddell & Reed Asset Management Group Y Y 

WCM Investment Management Y  

WEDGE Capital Management  Y 

Wellington Management Company, LLP Y  

Wells Capital Management Y  

Wells Fargo Private Bank  Y 

Western Asset Management Company Y  
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William Blair & Co., Inc. Y Y 
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Saving Public Defined Benefit Plans

Talking Points

The funded status of public employee defined benefit (DB) retirement plans continues to garner great 

debate in the industry and press. DB plans are the primary vehicle for ensuring retirement income security 

for public workers, and Callan believes these plans are viable and necessary in this sector. In 2011, Cal-

lan published a report to initiate discussions around what went wrong in the past that left many of these 

plans woefully underfunded. We suggested ways to nurse them back to health by promoting DB plans and 

providing them with ongoing support. We revisit the topic in 2014, but now with a more urgent goal of sav-

ing public pensions amid persistent low funded levels and a burgeoning movement to disassemble them. 

The following talking points will help to move the discussion forward around the importance of DB plans. 

We expand on each point and support our assertions with research, data, and actuarial considerations.

1 DB plans serve many purposes beyond providing constituents with retirement income.

2 DB plans are proven to be extremely cost effective and reliable in delivering basic 
retirement income security—when the rules of DB finance are followed.

3 Many public DB plans are underfunded today, but not because of paltry long-term    
returns. It is primarily because plan sponsors’ contributions were neither sufficient 
nor consistent enough to properly fund the benefits promised.

4 New benefits cannot be funded out of better-than-average investment returns simply 
because average returns is all one can expect over the life of the plan.

5 DB plan funding surpluses and deficits occur as part of the normal cycle of invest-
ment market returns.

6 Plans that implement an actuarially sound funding policy will achieve 100% funded 
status over the long run. Over the short term, the plan could veer off course because 
of market cycles.

7 Healthy DB plans are underpinned by a sustainable benefit design, a strong gover-
nance process, and the sponsor’s commitment to regularly fund the plan.

Knowledge. Experience. Integrity.
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1. DB plans serve many purposes beyond providing constituents with retirement income.
•	 Large DB plans are critical to well-functioning capital markets. By their sheer size, they can drive 

markets, command economies of scale, and also advance social and shareholder rights agendas. 

Through private investments, they are able to seed new companies and technologies. 

•	 When retirees spend pension payments they support state and local economies. These amounts 

may be critical to sustaining small and rural communities.

•	 For state systems that opted out of Social Security, the DB plan is the only means for guaranteed 

lifetime income.

•	 Americans appear to support the idea of guaranteed lifetime income that DB plans provide. The 

public	rejected	former	President	Bush’s	suggestion	to	convert	Social	Security	to	a	defined	contri-

bution-like system.  

•	 There are other risk considerations for ensuring adequate retirement security. For example, avoid-

ing growing demands on government programs like food stamps, Medicaid, and other high-cost 

social services.

•	 DB plans help to attract and retain valuable workers to public service by guaranteeing adequate 

retirement	income	security.	Contrary	to	the	belief	that	younger	workers	want	more	mobile	benefits,	

a 2012 survey by Towers Watson showed that a vast majority of employees under the age of 40 

now view traditional DB plans as very important.1 

•	 Since	DB	plan	benefits	max	out	at	retirement	age,	they	offer	an	incentive	to	retire,	thereby	refresh-

ing the workforce and advancing the careers of younger workers. 

2. DB plans are proven to be extremely cost effective and reliable in delivering basic 
retirement income security—when the rules of DB finance are followed.
•	 Most individuals are neither savvy investors nor disciplined savers. In particular, low-income earn-

ers	are	most	at	risk	when	it	comes	to	saving	and	investing	on	their	own	in	a	defined	contribution	

(DC) plan.2

Actuary’s Insight
Longevity and investment risk pose the largest threats to retirement income security.3 DB plans are 

better able to manage both risks. DB plans have a large pool of participants that spread longevity risk, 

while individuals in a DC plan cannot guarantee that they will not outlive their savings.4 Similarly, DB 

plans	have	more	diversified	portfolios,	better	access	to	professional	 investment	management,	and	

greater power to negotiate fees, mitigating investment risk.

DB plan sponsors guarantee the pension liability and thus keep a long-term investment horizon, even 

when	a	significant	number	of	employees	retire.	Individuals	have	shorter	investment	horizons,	and	will	

often reduce the investment risk in their portfolio as retirement approaches.
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•	 The Callan DC IndexTM reveals DB plans have outperformed DC plans by an annualized 78 ba-

sis points since 2006.5	DB	plans	benefit	 from	having	more	diversified	and	 illiquid	asset	classes,	

such as private real estate, private equity, and hedge funds. DC participants have demonstrated 

behavior that has negatively impacted returns, like buying lower-returning strategies, investing in 

company	stock	rather	than	a	diversified	equity	portfolio,	and	trying	to	time	the	market.

•	 Individual	investors	in	the	average	DC	plan	tend	to	pay	significantly	higher	annual	fees	than	DB	

plans due to differences between retail and institutional pricing. 

 - A Pension Benefit Study estimated that annual expenses for individual investors are 89 bps 

compared to 47 bps paid by one public plan.6

 - As a result of lower fees and higher returns, for the same level of lifetime income, a DB plan 

costs 46 cents for every one dollar contributed to a DC plan.7

•	 DC plans are now the primary retirement vehicle for much of the private sector. The most effective 

DC plans take on DB plan characteristics through automatic enrollment, appropriate default options 

(institutional-quality target date funds), and automatic contribution escalation features. Many em-

ployers do not adopt these features because of cost and competitive considerations. Consequently, 

the worker must manage income replacement at retirement, and may ultimately need to receive 

government support.

•	 Hybrid pension plans—which combine the features and characteristics of DB and DC plans—can 

meet the needs of all stakeholders through the sharing of longevity and investment risks by both 

employers and workers.

Key Lessons from Today’s Well-Funded Public Pension Plans

1. Employers made their full annual required contributions.

2. Employees paid their share of contributions.

3. Benefit	improvements	were	properly	funded	when	adopted,	and	cost-of-living	adjustments	were	
made responsibly.

4. Anti-spiking	measures	were	adopted	on	final	benefit	calculations.

5. Employers	used	“reasonable”	actuarial	assumptions	for	the	discount	and	inflation	rates	in	deter-

mining fund valuations.

  Source: National Institute on Retirement Security. “Lessons from Well-Funded Public Pensions: An Analysis of Six Plans that 
Weathered the Financial Storm.” 2011.
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3. Many public DB plans are underfunded today, but not because of paltry long-term 
returns. It is primarily because plan sponsors’ contributions were neither sufficient 
nor consistent enough to properly fund the benefits promised. 
•	 The vast majority of public pension plans achieved their assumed annual investment returns. 

According to Callan’s Public Fund Database, even the worst-performing funds (90th percentile) 

earned an annualized 9.17% over 30 years ended June 30, 2014 (Exhibit 1). However, returns 

over 10 and 20 years are considerably lower. Bond yields today (driving future bond returns) are 

at lows last seen in the 1950s and 1960s. Thus, excess returns cannot be counted on to reduce 

today’s underfunding.

•	 In	the	DB	model,	new	benefits	are	paid	for	with	new	cash	contributions	each	year.	These	contributions	

must be invested in a fund that is structured to produce the assumed investment return over time.

•	 Fully	 funding	pension	benefits	 over	 the	period	of	 employment	 ensures	 intergenerational	 equity,	

which	aligns	the	costs	of	today’s	services	with	their	beneficiaries.

•	 Trustees and stakeholders have two ways to reduce today’s underfunding: decrease liabilities or in-

crease assets through contributions. Most DB plans need a combination of both to regain their health.  
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Last 10 
Years

Last 20 
Years

Last 30 
Years

10th Percentile 8.01 9.43 10.65
25th Percentile 7.64 8.92 10.09
Median 7.29 8.58 9.70
75th Percentile 6.73 8.07 9.37
90th Percentile 6.25 7.01 9.17

Member Count 174 98 28

Exhibit 1

Callan Fund Sponsor 
Database Geometric 
Returns

Periods Ended June 30, 2014

Source: Callan

Actuary’s Insight
Annual contributions are always required to fund normal costs and to support the accrued liabilities 

when the plan is underfunded. Plan sponsors need to fund the actuarial recommended contribution 

each	year,	which	 fairly	 represents	 the	required	annual	contribution.	Regular	contributions	benefit	

from the compounding of investment returns.
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4. New benefits cannot be funded out of better-than-average investment returns simply 
because average returns is all one can expect over the life of the plan. 
•	 In the long term, periods of outperformance are balanced by periods of underperformance, which 

eventually causes returns to revert to the long-term average.

•	 The investment return assumption (or actuarial discount rate) is a projected long-term average or 

median of a wide range of very good, mediocre, and very bad investment returns, which can occur 

in any given year and over longer periods. Exhibit 2	compares	returns	for	a	diversified	portfolio	of	
stocks	(70%	global	equity)	and	bonds	(30%	U.S.	fixed	income)—typical	of	a	public	DB	plan—to	a	

long-term median actuarial discount rate of 7.75%. We note substantial long-term volatility; while 

the median 10-year geometric return over the entire period was 10.2%, more recent periods show 

underperformance.

0%

4%

8%

12%

16%

20%
70% Stocks/30% Bonds Median Actuarial Discount Rate (7.75%)

Median 70/30 Return = 10.2%

1950 1960 1970 1980 1990 2000 2010 ’13

Exhibit 2

Rolling 10-Year Nominal 
Returns for 70% Global 
Equity/30% U.S. Bond 
Portfolio

Note: The asset allocation in Exhibit 2 is 41% U.S. equity, 29% non-U.S. equity, and 30% U.S. fixed income from 1970 to 2013. Prior 
to 1970, it is 70% U.S. equity and 30% U.S. fixed income. The benchmark for U.S. equity is the Russell 3000 Index after 1979; before 
1979 the benchmark is a blend of  90% Ibbotson S&P 500 and 10% Ibbotson Small Company. For non-U.S. equity, the benchmark is 
MSCI EAFE from 1970 to 1988, and MSCI ACWI ex-USA thereafter. For U.S. fixed income, the Barclays Aggregate is the benchmark 
for periods after 1976; prior to 1976, it is a blend of  70% Ibbotson Intermediate Government and 30% Long Term Corporates. Mea-
sured over rolling 10-year periods from first quarter 1950 to fourth quarter 2013.
Source: Callan

Actuary’s Insight
Assumed future investment returns are already included in actuarial funding calculations. The 

median actuarial discount rate in 2013 was 7.75%, slightly below the median rate of 8% used from 

2001-2011.8

Future projections of investment return assumptions should only be based on each plan’s capital 

market expectations for its adopted asset allocation strategy.  
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5. DB plan funding surpluses and deficits occur as part of the normal cycle of invest-
ment market returns.
•	 As	Exhibit	2	reveals,	funding	higher	benefits	out	of	a	surplus	is	an	irrational	practice,	as	surpluses	

are a temporary product of market cycles. A pension surplus from better-than-average investment 

returns	will	turn	into	a	deficit	when	returns	fall	below	average.	There	is	no	such	thing	as	an	enduring	

surplus, unless the plan has been systematically overfunded.

•	 There	are	such	things	as	real	deficits,	and	they	are	invariably	much	deeper	and	more	persistent	

than	any	surplus	when	the	benefits	have	been	systematically	underfunded.

6. Plans that implement an actuarially sound funding policy will achieve 100% funded 
status over the long run. Over the short term, the plan could veer off course because 
of market cycles.
•	 Far too many DB pension plans only approach 100% funding at market peaks. Sponsors need to 

have the discipline to allow for excess funding during good times without giving away surpluses to 

benefit	increases.	

•	 Surpluses	will	naturally	become	deficits	at	market	bottoms.	Funds	need	a	positive	surplus	reserve	

in good times to prepare for bad times.

•	 The recommendations of the Blue Ribbon Panel on Public Pension Plan Funding (2014)9	define	

three principles for an actuarially sound funding policy: adequacy, intergenerational equity, and cost 

stability/predictability. The task force concluded that adequacy (striving to fund 100% of the obliga-

tions over a broad range of future economic outcomes, both good and bad) and intergenerational 

equity should take precedent over the goal of cost stability and predictability, particularly when a 

significant	portion	of	the	investments	are	allocated	to	higher-risk	and	more	volatile	assets.

7. Healthy DB plans are underpinned by a sustainable benefit design, a strong gover-
nance process, and the sponsor’s commitment to regularly fund the plan.
•	 Characteristics of good governance include ensuring that recommended contributions are paid, en-

suring	trustees	have	sufficient	training	and	information	to	analyze	risk,	and	being	deliberate	when	

making plan changes.

Actuary’s Insight
Good returns only have an impact on the health of DB plans if all of the money to fund the promised 

benefits	is	invested	to	take	advantage	of	the	compounding	of	investment	returns.	

What	is	often	overlooked	is	that	the	actuarial	liability	for	benefits	granted	will	compound	just	like	in-

vestment	returns.	This	compounding	effect	is	magnified	as	the	plan	matures.	Without	contributions	

compounding	at	a	similar	rate	alongside	liabilities,	deficits	will	accelerate.
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Conclusions
•	 Trustees and stakeholders can correct the mistakes of the past by going back to the basics: Create 

discipline through good governance and always make the necessary contributions to fund reasonable 

benefits	over	time.	Adherence	to	these	principles	and	new	contributions	in	a	positive	investment	market	

cycle has improved funding for most public DB plans over the last three years.

•	 Investment returns should not be counted on to reduce today’s underfunding over the long term. A 

combination of reducing the present value of the liabilities and increasing assets through contributions 

will be needed.

•	 Plans should adopt a reasonable investment return assumption for the future based on the long-term 

capital market expectations for their unique asset allocation strategy.

•	 The long-term management objective should be to make the return that is needed for adequate long-

term	benefit,	contribution,	and	funding	policy	with	the	least	risk	of	not	making	it.	Funds	that	increase	

investment risk in an attempt to “play catch up” run a grave risk of failure.

•	 DB	plans	are	both	cost	effective	and	efficient	in	producing	the	safety	net	for	retirement	income	security.	

DC plans can also play an important role in achieving this goal, but they transfer all of the risks from 

employers	to	workers.	Risk	sharing	avoids	the	potential	long-term	real	and	social	costs	of	insufficient	

income replacement for retirees.

•	 Callan believes that DB plans in the public sector are viable and necessary. Government bodies can 

achieve	almost	any	financial	goal	given	a	disciplined	strategy	and	enough	 time,	something	 that	all	

public	pension	fund	sponsors	have.	All	sponsors	need	to	do	is	simply	follow	the	rules	of	DB	finance!
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