
 

 

 
TUCSON SUPPLEMENTAL RETIREMENT SYSTEM 

BOARD OF TRUSTEES AGENDA 
 

DATE:  Thursday, November 17th, 2016  
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 28th  Board Meeting Minutes  
2. Retirement ratifications for November 2016  
3. October 2016 TSRS expenses and revenue compared to budget  
4. TSRS Portfolio Composition, Transactions and Performance Review October 2016 Note 1 
 

B. Administrative Discussions  
1. TSRS Funding Policy – Addition of Intent & Summary and Glossary 

2. Changing the Interest Rate Allocated to Member Account Balances 

3. 2017 TSRS Board Meeting Calendar 
 

C. Plan Administrator’s Report 
1. Report on Office Operations and Key Facts & Figures for the Past Month 
2. TSRS Operation Highlight – The Retirement Checklist 

 

D. Investment Activity Report 
1. Callan - Quarterly review of TSRS investment manager performance for September 30, 2016 
2. Callan - Fixed income portfolio composition discussion Note 1 

 

E. Articles for Board Member Education / Discussion 
1. T-Rowe Price – 2016 US Election and the Markets 
2. The Bond Buyer – Moody’s: States’ Adjusted Net Pension Liabilities Soaring 
3. Causeway – The 2016 U.S. Election: A Republican Reflation 

 
F. Call to Audience  

 
G. Future Agenda Items    

1. TSRS Board Annual Evaluation of Staff and Consultants 
2. RFQ for Actuarial Services 

 
H. 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. 
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TUCSON SUPPLEMENTAL RETIREMENT SYSTEM 

BOARD OF TRUSTEES 
MEETING MINUTES 

 
DATE:  Friday, October 28, 2016  
TIME:  8:30 a.m.  
PLACE: Arizona Inn – (Safari Room) 
  2200 East Elm Street, Tucson, AZ   

   
 

Members Present:  Robert Fleming, Chairman 
Kevin Larson, City Manager Appointee 
Betsy Conroy, HR Deputy Director 
Karen Tenace, Deputy Director of Finance 
Michael Coffey, Elected Representative  
Jorge Hernández, Elected Representative 
John O’Hare, Elected Retiree Representative 

 
Staff Present Neil Galassi, Pension Administrator 

Bob Szelewski, Lead Pension Analyst (Departed 1:10 PM) 
Dawn Davis, Administrative Assistant 
Ginny Rath Pepper, Administrative Assistant 

 
Guests Present: Andrew Goldberg, JP Morgan (Departed 9:32 AM) 

    Darren Smith, JP Morgan (Departed 9:32 AM) 
    Lauren Brants, JP Morgan (Departed 9:32 AM) 
    Leslie Thompson, Gabriel Roeder Smith & Associates (Departed 11:31 AM) 
    Catherine Langford, TSRS Legal Counsel (Departed 1:13 PM) 
    Gordon Weightman, Callan Associates  
    John Pirone, Callan Associates  
    Matt Clark, PIMCO (Arrived 12:04 PM) (Departed 2:04 PM) 
    Loren Sageser, PIMCO (Arrived 12:04 PM) (Departed 2:04 PM) 
     

 
Absent/Excused:   None 

 
 
   Chairman Fleming called the meeting to order at 8:30 AM. 
 

1) Consent Agenda  
1. Approval of September 29th, 2016 TSRS Board Meeting Minutes  
2. Retirement ratifications for October 2016  
3. September 2016 TSRS Budget Vs Actual Expenses 
4. TSRS Portfolio Composition, Transactions and Performance Review September 2016 
 

A motion to approve the Consent Agenda was made by Kevin Larson, 2nd by John O’Hare, and passed 
by a vote of 7-0. 

 
2) Guide to the Markets – Andrew Goldberg, J.P. Morgan Asset Management - Head of the U.S. 

Market Insights Strategy Team  
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Andrew Goldberg stated he would be going over the US economy, US equities, fixed income, and risks 
investors needed to be mindful of. He then discussed the chart below illustrating the historical length of US 
economic expansions and recessions. 

 
 

Over time expansions have lasted for longer periods of time. The country is still in the last expansion shown 
above. It is the 4th longest expansion period in US history, suggesting it is in the end stages, but according to 
economic indicators it is still decisively mid cycle. The current expansion has been an incredible outlier when 
considered against past economic expansions, in that growth has been much slower. The slow nature of this 
recovery might very well mean that it could be the longest expansion period in US history because there have 
not been any of the imbalances resulting from a fast growing economy; and the normal flags signaling the end 
of a cycle are not present.  
 
Michael Coffey asked if there was any historical evidence to support the idea that this slow growth could result 
in the longest expansion period in US history. 
 
Mr. Goldberg answered there was not and directed the board to review the table below. 
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The chart shows the last 10 bear markets, when the market fell 20% or more. The table underneath, under 
macro environment, shows the prevailing macro environment factors contributing to that market. Commodity 
spikes are one of the usual factors, and right now there is the opposite as commodity prices are up about 35% 
year to date, but still 60% below their peak. Another factor precipitating large down turns has been surges in 
monetary policy, which is not occurring now. While there is no empirical evidence to suggest that slow growth 
could last for a longer period of time; past cycles end when a factor goes to excess.  
 
70% of the economy is based on consumption, so discussion always focuses on the consumer and how 
demand will be effected. However, in the short term, demand drives cycles, and over longer periods it is the 
supply side of the economy that allows for economic growth to come to fruition or holds it back. The US 
economy is currently being held back by supply side factors as shown in the charts below. 
 

 
 
Mr. Weightman pointed out that economic growth was still positive, and 4% growth per year cannot be 
maintained in perpetuity so it is not necessarily a bad thing that growth has slowed because growth is still 
positive. 
 
Mr. Goldberg agreed with the point, but added the supply side constraints need to be addressed to increase 
the rate of economic growth.  
 
Lauren Brants explained this was another reason to have a diversified portfolio that looks for return outside of 
the US as well.  
 
Chairman Fleming asked if they were saying the best way to tackle this issue would be with open borders and 
a massive public works program. 
 
Mr. Goldberg answered no but the types of jobs that are available require continued education in science 
related fields, and there are not enough qualified workers in the country to fill those openings. To have a 
reliable outlook on the US economy you also have to be aware of how the consumer looks.  
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If the Federal Reserve raises rates in December it would put them on pace to have one rate hike per year as 
opposed to the average of 8 per year. Low interest rates make it too difficult for consumers to get a loan, 
holding the economy back. The main source of income for consumers is from their job. In retirement it is 
interest income from their portfolios. As a percentage of total income this quarter, interest income is at the 
lowest it has been in any quarter since 1968. If a consumer wants to borrow money for 30 years at a fixed rate, 
and that rate is the lowest rate in recorded history, the consumer will have be risk free. Traditionally interest 
rate increases are seen to slow the economy down but in this case it would boost the economy by allowing the 
banks to make loans available to a wider customer base.  
 
This is an important environment in which to have an active portfolio management approach. The charts below 
show that the price-earnings ratio, as a valuation measure, is not an accurate indicator of returns. 
 

 
 
The message is that investors who bought stocks when they were cheap had returns in double digits over the 
following 5 years. If they bought stocks when they were expensive returns tended to be very low, possibly 
negative.  
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The S&P 500 earnings per share table shows there was a 20% collapse in overall operating earnings per 
share for the stock market. The two charts to the right of it show what was responsible for that collapse. The 
Dollar began to surge against other currencies based on announcements from the Federal Reserve and the 
European Central Bank that they would raise interest rates. Energy contributions to the S&P 500 earnings 
became negative after the oil market collapse. Analysts forecast returns should continue to improve as energy 
has rebounded and the dollar has stabilized. When the price of money is distorted for 8 years it leads to a 
situation where capital moves to places it otherwise might not have, creating possibilities for market bubbles. 
He then discussed the following chart. 
 

 
 
Mr. Weightman stated this seemed like a tough environment for active managers.  
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Mr. Goldberg responded it had been. The body of academic research and literature available on active vs. 
passive management is flawed. Active management is viewed as one broad universe, if it viewed just top 
quartile managers over time, there would be benchmarks for up and down markets, small and large cap, and 
developed and emerging markets. There is also a growing body of academic research around the validity of 
benchmarks. When large amounts of investors move into dividend yielding stocks based solely on the 
distortions listed in the Federal Reserve’s meeting minutes that money should not be there. A prudent active 
manager will see that and will trail as those stocks run and the index goes up as the result of a potential market 
bubble. It also forces passive managers to buy stocks they do not want in order to make the fund resemble the 
benchmark. The following chart shows that as the grey line goes down defensive stocks are outperforming, 
illustrating investors chasing yields as the yield available in the bond market has disappeared. 
 

 
 
In the last 8 to 10 weeks bond yields have been on the rise, so defensive stocks are underperforming and 
cyclical stocks are on the rise. In the 3rd quarter relative to the first 2 quarters, about 40% of active managers 
outperformed their benchmark, now about 60% of them are outperforming because bad behavior in the 
benchmark has decreased. From a returns perspective there will be times where an active manager trails and 
it is because they disagree with the behavior of the index. 71% of all developed market government bonds are 
yielding less than 1%, and 33% of all developed market government bonds yield less than 0%. As a result, US 
bond yields are higher than 91% of all listed developed market government bonds around the world. To the 
rest of the world US bonds are very attractive investments and private foreign money is moving into the US 
corporate bond and treasury markets.  
 
Jorge Hernández asked if Mr. Goldberg thought the inflow of foreign capital will continue to have an effect on 
the value of the US Dollar.  
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Mr. Goldberg answered in the affirmative. There are countervailing forces on the Dollar; the trade deficit has 
the effect of flooding the world with Dollars, and at the same time foreign entities want to buy US bonds. Then 
he discussed market risks. Risk number 1 is  Dollar and wage growth holding profit margins back. Risk number 
2 is China’s build-up of an excessive amount of debt, which will not be a problem for a few years. China 
currently wants to achieve growth at all costs, including the cost of debt. Politics is also a risk. Research shows 
the market likes certainty, and the status quo is more certain than the alternative(s). Over the last 28 election 
cycles, in 86% of all elections, the market was up in the 3 months leading into elections where the incumbent 
party’s candidate won and was down in the 3 months leading into elections where the challenging party’s 
candidate won. He also discussed the data shown in the following charts. 
 

 
 

Karen Tenace asked for information about the North American Free Trade Agreement (NAFTA) discussions. 
 
Mr. Goldberg explained when the US signs a trade deal congress writes into law many of the key provisions of 
the deal so that an act of congress would be required to change them, so it would be difficult for a president to 
disrupt any of the trade deals in place.  
 

3) Actuary Valuation Report for June 30, 2015 – Gabriel Roeder Smith & Assoc., - Leslie Thompson  
a. June 30, 2016 TSRS DRAFT valuation report and discussion 
b. Recommended Contribution Rates for 2018 Plan Year Beginning July 1, 2017, Ending June 30, 2018 
c. Review of TSRS Funding Projections  
d. Comparison to other Arizona Plans 
e. Risk Sharing Features Including 50/50 split of TSRS 
f. Acceptance of 6/30/16 Draft Valuation Report, Adoption of FY18 Contribution Rates 
g.   Education on Interest Rate Allocated to Member Balances  

 
Leslie Thompson said the 4 year average market value rate of return was 9.8%, and the 4 year average 
actuarial rate of return was 9.4%, however last year’s market value return was only 2.5% and they had 
assumed a return of 7.25%. The actuarial return was 8%. The unfunded accrued liability decreased from 
$314.6M to $297.8M due to a demographic gain of $6.5M and an investment gain of $5.5M.  
 
Michael Coffey requested clarification on the demographic gain. 
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Ms. Thompson explained the largest part of the demographic gain was due to lower than anticipated wage 
increases for the year. Normal cost is the cost of benefits accrued over the year; Tier 1-Variable Rate has a 
normal cost of 13.1%, and the Tier 2-Variable Rate has a normal cost of 9.78%. The aggregate normal cost 
over the entire plan decreased from 11.57% to 11.40%. Aggregate normal costs can be expected to come 
down over time as the Old Hire-Fixed Rate members retire from the higher cost tier and new members enter 
into a lower cost tier. The unfunded accrued liability amortization over 20 years is 18.85%, up from 18.59%, of 
pay. This is largely because of the 7% reduction in payroll resulting from the retirement incentives. While this 
makes the amortization look larger as a rate of pay, the dollar payment actually decreased due to favorable 
experience. In 2015 the plan was projected to reach full funding in 2031, but that moved out to 2035 due to the 
return on the market value of assets of 2.5% rather than the assumed rate of 7.25%.  
 
John O’Hare asked why they used the actuarial rate instead of the market rate in the projections. 
 
Ms. Thompson answered the market rate is smoothed over the first 5 years and then the actuarial rate of 
7.25% is used going forward after those 5 years. In the previous actuarial valuation 7.25% was used for 2016. 
In 2016 the actual market returns were 2.5% so the projection had to be adjusted to account for the lower 
return. The projection to reach full funding is highly dependent on market value.  
 
Kevin Larson clarified that if the assumed rate of return of 7.25% had been achieved the unfunded accrued 
liability would have decreased even more. 
 
Ms. Thompson answered in the affirmative, and discussed the following tables. 
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When there is a deferred loss in assets and actuarial value is higher than market value there will be a 
downward tilt in the funded ratio. The difference between the AVA and the MVA tells the actuary which way the 
plan is leaning and TSRS is leaning toward having upward pressure on the contribution rate because there will 
be deferred losses coming in. Gains and losses on the accrued liability are measured each year on the change 
in the accrued liabilities. It is a measure of the expected liabilities using the probabilities for decrement against 
the actual liabilities. The Board has started to control normal cost through the tiered system. Over the long 
term, as the population turns over and new hires enter tier 2, the aggregate normal cost will continue to 
decrease until the tier 2 variable normal cost rate of 9.78% is reached. The number of pay status (retired) 
members increased from 2,809 to 2,945. As the plan matures and more members become retirees, mortality 
risk is becoming a larger part of the risk of the plan, requiring an awareness of the plan’s mortality assumptions 
to avoid an unexpected increase in the unfunded liabilities.  
 
Jorge Hernández asked if Ms. Thompson foresaw a time when the ratio of pay status members to active 
employees could be a cause for concern. 
 
Ms. Thompson answered not as long as the Board continues to work with the City to pay the annual required 
contribution. The real concern is that as more employees attain pay status and fewer are working and 
contributing, raising employee contribution rates will not have as much of an effect because a large part of the 
problem would no longer be making contributions.  
 
Mr. Larson stated the plan collected $41.7M in contributions and paid out $70M in benefits, resulting in a deficit 
of about $28.0M and that has to come from the investment portfolio. This means the plan needs returns of 4% 
to break even without decreasing unfunded liabilities.  
 
Catherine Langford reminded the Board that the earnings assumption is net of investment costs but the long 
term earnings potential rates would include investment expense. This means that the gap between long term 
returns and the Board’s assumptions could become even greater.  
 
Neil Galassi explained investment expenses were around 40 basis points which means in order for the fund to 
reach the assumed rate of return of 7.25% returns would actually have to be 7.65%.  
 
Ms. Thompson advised that no change was recommended to employee contribution rates. The Board 
requested a comparison of the TSRS plan against other plans in Arizona and the following tables were 
discussed. 
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John O’Hare expressed interest in seeing a model utilizing an expected rate of return of 6.7% as previously 
recommended by Callan.  
 
Ms. Thompson reminded the Board that while Callan considers 10 years to be long term, the actuarial 
valuation utilizes a time horizon of 40 or 50 years and includes more of a recovery element than the numbers 
provided by Callan.  
 
Gordon Weightman reminded the Board that the 6.7% rate of return was a median expectation and there was 
a range of return around that so it was only one possible outcome and the fund could do better or worse.  
 
Mr. O’Hare requested a market sensitivity test utilizing different discount rate assumptions. 
 
Ms. Thompson stated that information was provided on page 21 of the GASB 67/68 Report (see the table 
below), but the numbers did not match the valuation report because the net pension liability, which is the same 
as the unfunded accrued liability, is net of market value.  
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Chairman Fleming requested a model of market sensitivity tests of different discount rates for the 
TSRS plan rate of return. 
 
Ms. Thompson also compared TSRS to Colorado plans of similar size. 
 

 
 
Mr. Coffey asked for a summary of what the Board was supposed to take away from these comparisons. 
 
Ms. Thompson answered by stating looking at the rates of return which drives liabilities noting TSRS is 
generally ahead of the curve at an assumed rate of return of 7.25%.  When comparing funded ratios. TSRs is 
stacking up better.  The Board should also consider when looking at this table whether TSRS was charging 
employees a comparable amount, admitting it was not a fair question because TSRS contribution rates are 
based on normal costs while many of the Colorado plans have statute driven constraints.  Comparing the 
interest on employee contributions; they are lower everywhere else because pensions should be charging a 
rate that is close to risk free like 2% or 3% as opposed to the TSRS rate of 6%. 
 
Chairman Fleming asked if the TSRS interest on employee contributions had been compared to the other 
Arizona plans. 
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Mr. Galassi answered ASRS is at 2%. 
 
Karen Tenace asked if it was likely for employer contributions to go up, if it is not required by statute, as the 
plan matures.  
 
Ms. Thompson explained that the employer contributions in many of the Colorado plans are mandated by 
statutes and as a result they are not contributing what they should. For the State of Arizona’s Public Safety 
Personnel Retirement System (PSPRS) members hired after June 30, 2017 members will share 50% of the 
cost of their tier; TSRS is already doing this and for the new tiers the unfunded accrued liability is very low. 
 
Mr. Galassi advised with the TSRS rounding policy, members in the low cost tiers contribute a little more than 
50% of the normal costs which helps bring down the unfunded liabilities.  
 
A motion to accept the valuation report and set the recommended contribution rates for FY18 was 
made by Karen Tenace, 2nd by Michael Coffey, and passed by a vote of 6 – 1 (John O’Hare dissenting). 
 
Ms. Thompson discussed how a -2.75% return in fiscal year 2017 would affect the plan.  
 

 
 
The rounding policy is allowing the City to build a margin and protection. She also discussed how granting a 
2% interest rate on member contributions would affect the plan. 
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In terms of actuarial funding, decreasing the interest rate accrual on employee contribution balances would not 
have a great effect on the plan.  
 
Ms. Langford clarified that the 2% interest would not be retroactive. 
 
Ms. Thompson confirmed that it would be the interest rate going forward and would not affect current 
contribution balances.  
 
Chairman Fleming asked if the tendency of vested members to leave their balances with TSRS for the high 
interest rate have any effect on the unfunded liabilities. 
 
Ms. Thompson answered people who leave the money are no longer contributing to the system and they are 
being guaranteed 6% interest in an environment where the fund only earned 2.5%.  
 
Chairman Fleming asked if changing the interest rate from 6% to 2% would cause people to move their 
balances out of the system, and if so would that help or hurt the fund.  
 
Ms. Thompson answered it was fairly neutral. 
 
Mr. Galassi stated the longer a terminated vested member leaves their contribution balance in the system the 
more costly it becomes to the plan because of that compounding interest. The retirement office receives calls 
from financial advisors confirming the 6% rate is guaranteed risk free and they advise their clients accordingly. 
Part of the reasoning for lowering the interest rate to 2% is to encourage vested members to take a refund of 
their contribution balance plus the compounded 2% instead of leaving it in the system, accumulating interest 
and withdrawing it at some point in the future or drawing a benefit when eligibility if attained which increases 
projected unfunded liability. 
 
Chairman Fleming asked if there was a significant amount of money attributed to terminated vested members 
being left in the system because of the 6% return.  
 
Ms. Thompson said there was about $22.4M in the unfunded liability attributable to terminated vested 
members, though their account balances would be lower because annuities are more valuable to many people 
than the account balances. A 2% interest rate may still be an incentive to leave a contribution balance in TSRS 
given the current economic climate, and would benefit the fund assuming the investment return on the fund is 
higher than 2%.  
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Ms. Tenace stated the 6% interest rate could provide incentive in recruiting new talent, which tends to leave 
after a few years anyway. 
 
Ms. Langford said the Board could expect some of the funds to leave TSRS if the interest rate were changed to 
2% because currently 6% is hard for anyone to beat. 
 
Mr. Galassi stated given the current market environment, this was also a fairly simple and reasonable way to 
whittle down the costs to the plan moving forward.  Although the impact to the unfunded liability is marginal it 
does provide savings that can be used to reduce the unfunded liability.   
 
The Board decided by consensus to consider the 6% interest on member contributions at a future 
meeting.  
 

4) TSRS External Legal Counsel - Catherine Langford 
a. Intent and Summary for TSRS Funding Policy  
b. Arizona Constitution: Pension Provisions Refresher  
c. Fiduciary Training  

 
Catherine Langford said the Funding Policy Intent and Summary had been added in an attempt to make the 
Funding Policy easier to understand for members. The point of the summary is to give a broad overview of 
what the Funding Policy does and the glossary defines some of the actuarial terms used. It is important for the 
Board to consider whether it is an accurate statement of how they are positioned currently and its goals. The 
Intent and Summary first describes that the System is working within a legal framework, and where the costs 
come from. The intent of the Funding Policy is to maintain the system in a healthy funded manner, stabilize the 
contribution rates, use the appropriate assumptions in the calculations, and to allocate costs in a way that 
keeps future retirees from funding the retirement of current retirees and legacy members.  
 
Chairman Fleming stated the introduction was an easily understood description, however the definition of open 
amortization in the glossary was not helpful and suggested an illustration of both open and closed amortization 
to make it easier to understand.  
 
Karen Tenace thought the actuarially determined contribution (ADC) had replaced the annual required 
contribution (ARC) in the funding policy.  
 
Ms. Langford explained the intention was that the ADC includes non-required elements like the rounding 
policy.  
 
Leslie Thompson explained it was a deviation from the GASB standard in which ADC replaced ARC but in the 
Funding Policy more care was taken to define the terms in a way that is specific to the City of Tucson process.  
 
Ms. Tenace expressed concern over presenting definitions different from those provided in the accounting 
world, and using terms in the Funding Policy different from those used in the Tucson City Code. 
 
Ms. Langford asked for more input because it is difficult to tie the Funding Policy to the City Code which no 
longer matches GASB. The ARC is still in the Funding Policy because it matches the City Code, but if that is 
not important for communication purposes it can be changed. 
 
Chairman Fleming asked if the Funding Policy could be written to communicate what the Board is actually 
doing and use that to modify the City Code.  
 
Ms. Langford answered yes, that would be easier. 
 
John O’Hare asked if the actuarial smoothing and further explanation of normal cost could be added.  
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Ms. Tenace asked if in the Intent and summary “It is the goal of the Board to increase the funded status of 
TSRS on an annual basis” should be changed to “on a long term basis”. 
 
Michael Coffey suggested removing “on an annual basis”. 
 
Gordon Weightman suggested changing it to “to be fully funded”. 
 
Ms. Langford directed the Board to turn to page 2 of the document and asked if “As of December 2014, the 
Board intends to encourage the City to extinguish the TSRS unfunded liability over a 12 – 15 year time period” 
should be changed to reflect the time line changes resulting from lower than expected investment returns, or if 
the Board wanted a more generalized statement without a time frame.  
 
Kevin Larson said the statement was good, that it conveyed the Board was going to try to eliminate the 
unfunded liability within a reasonable time frame.  
 
Ms. Tenace suggested the verbiage “target window of 12 – 15 years” because the Board needs good metrics 
with a target, and now that the anticipated window of 19 years falls outside of that target it is a flag for the 
Board to monitor and adapt the rate of return assumption and things of that nature. The wording needs to 
reflect that the time frame is a target and that the Board will shoot for but not necessarily reach every year.  
 
Chairman Fleming stated the Board’s intent was to eliminate the unfunded liability between 2026 and 2030.  
 
Ms. Thompson expressed preference for the time frame using the target dates rather than a time period. 
 
The Board requested staff present revised Intent and Summary at a future meeting. 
 
Ms. Langford explained the Funding Policy was built with the ARC as the primary driver, and then expenses 
and then rounding are added to get the ADC. The Funding Policy started as a way for the Board to recommend 
something in addition to what is required. Now it is a document that states the Board will continue to 
recommend the City contribute more than the required ARC. The Governance Policy was included for the 
Board’s records and reference during fiduciary training, there are no suggested changes.  
 
Ms. Langford began the fiduciary training with a discussion of the Arizona Constitution. TSRS and Board 
actions are governed by the Tucson City Code, Arizona State law, the Arizona Common Law of Trusts, and the 
Internal Revenue Code. In a legal dispute the Courts may consider the Uniform Management of Public 
Employee Retirement Systems Act, ERISA, and the Uniform Prudent Investor Act. The pension protections in 
the Arizona Constitution come from the contract clause and the pension clause. The pension clause states 
“Membership in a public retirement system is a contractual relationship that is subject to [the Constitution’s 
contract clause] and public retirement system benefits shall not be diminished or impaired.” This provision was 
added when the state systems were overfunded, and was designed to prohibit money being taken out of those 
systems. Now the systems are underfunded and the provision is preventing all of the systems from making 
changes to improve the actuarial health. Senate Bill (S.B.) 1614 increased employee contributions and 
decreased employer contributions in ASRS. The change had no effect on the funded status of ASRS. Court 
held that S.B. 1614 was an unconstitutional impairment of employee’s contractual rights, with no significant 
and legitimate corresponding public purpose. S.B. 1609 increased contribution rates and changed the 
calculation of cost of living increases under PSPRS, CORP, and EORP. The Superior Court, Arizona Court of 
Appeals, and the Arizona Supreme Court held that retirees were fully vested in the right to continue to receive 
permanent benefit increases calculated in accordance with the method in place at the time of retirement. The 
Arizona Supreme Court held that potential diminishment cases must be decided under the pension clause of 
the Constitution as opposed to the contracts clause and rejected argument that EORP must be funded using 
actuarial methods and assumptions that are generally accepted actuarial standards. Superior Court held that 
an increase in employee contributions violated the pension clause of the Arizona Constitution. EORP argued 
that contributions should be changeable when necessary to preserve actuarial soundness of a system, and 
that the employee contribution rate is not the protected pension benefit, but rather the cost of the protected 
pension benefit. The Court disagreed and the case is currently pending with the Arizona Supreme Court.  
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In summary the pension clause reigns supreme over the contracts clause, which provides a very high level of 
protection for public pension benefits. Employee contribution rates are protected pension benefits. Cost of 
living adjustment and the related formulas are protected pension benefits. Funded status arguments regarding 
the actuarial soundness of a plan are not likely to lead to benefit reductions. Cost related arguments regarding 
excessive taxpayer burden or extraordinary impact on governmental services are not likely to justify benefit 
reductions. Flexible language in the governing documents, such as the contribution rate language for the 
TSRS variable tiers, is likely to be respected by the Courts.  
 
The fiduciary role can be summarized as the obligation to administer the plan and to invest the plan assets in 
the same way that a prudent person familiar with those matters would. Fiduciaries must act as an experienced 
or knowledgeable expert might act. A settlor is the person or entity who establishes a trust, like Mayor and 
Council. A fiduciary is the person or entity who is entrusted with the management of the settlor’s trust. 
Fiduciaries have no control over settlor functions and vice versa. Principal fiduciary duties include duty of 
prudence and duty to exercise due care, duty of loyalty and duty to act impartially in good faith, and duty to 
comply with applicable laws. Prudent investments maximize return without incurring undue risk. Administrative 
prudence includes: annual reviews of funded status and future projections, setting actuarial and valuation 
factors, ongoing monitoring and adjustment of administrative policies and procedures as circumstances evolve, 
and documentation of decisions, policies, and procedures. The Board owes duty of loyalty to TSRS members 
and beneficiaries. Fiduciary loyalty is complete and unwavering, and must overcome all other loyalties owed by 
the Board member. Some conflicts of interest cannot be eliminated and a Board member may have to abstain 
from voting and/or recuse themselves from deliberations. The Board is responsible for investments and 
administration, which is more work than the Board can perform. Proper delegations to the Plan Administrator 
and Staff must be clear and understood. Work performed under delegation must be supervised, and service 
providers must be monitored for quality of service and reasonable fees on an ongoing basis. Fiduciary 
responsibility can be shared but not delegated. Recommended practices for Board members include, familiarity 
with TSRS Code and Board policies, stay informed about key issues facing public retirement systems, build a 
peer network that will allow them to draw on the experience and knowledge of others, stay informed of policy 
changes and industry trends, and ongoing training. Effective plan governance improves plan performance and 
operations; and poor plan governance will be identified in the event of any legal challenges. 

 
Break for lunch at 12:04 PM 

 
Meeting called to order by Chairman Fleming at 1:16PM 

 
5) Administrator’s Report 

a) Report on Office Operations and Key Facts and Figures From the Past Month 
b) Operational Highlight – Board Retreat Planning 

 
Neil Galassi explained in the month of September the retirement office reported 8 retirements on the ratification 
report. Of those 8, 5 were normal retirements, 1 was a beneficiary, and the retirement benefit payment was 
finalized for 2 August retirees. There were a total of 2,956 pension payments made. Staff processed 12 
refunds and rollovers in September with an approximate total of $219,436.20. National Retirement Security 
Week was October 16th through the 22nd. Events were held with ICMA-RC, the City’s Deferred Compensation 
Plan provider. Staff and ICMA-RC representatives worked together to plan and conduct the events held on 
October 18, 19, and 20 at various City locations. The events lasted approximately 3 hours and were held at 
City Hall, the Community Development Campus, and the Hardesty Multi-Service Center. Over those 3 days 
staff met with more than 60 active employees. TSRS Staff provided benefit estimates and general information 
on TSRS, and ICMA-RC representatives met with those members to provide information and advice regarding 
the deferred compensation plans offered to City employees. The GASB 67/68 report was prepared by the GRS 
actuary and reviewed by TSRS staff. The GASB report is the basis for the TSRS and City of Tucson CAFRs. 
The portfolio had gains that were primarily resulting from an increase in the valuation of the fund’s real estate 
assets. The main reason for the increase in valuation was a capital call of $6M to the JP Morgan Income and 
Growth Fund at the beginning of October. To fund the call $2M was taken from the T Rowe Price large cap 
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growth strategy, $3M was taken from the BlackRock large cap value strategy, and $1M was taken from the 
TSRS liquidity fund.  
 
The Board retreat is of great importance because it provides an opportunity for the Board to receive in-depth 
education on topics that may lead to important future decisions. Planning the event begins with a review of 
previous agendas, materials, and minutes from the meetings held since the 2015 retreat to determine prudent 
topics. There is also a standing item for each retreat, the acceptance of the actuarial valuation report and 
recommendation of corresponding contributions rates. As a result it is crucial to ensure we provide the actuary 
with everything necessary to compile the actuary report in a timely manner. Callan was consulted to determine 
the most appropriate topic for their presentation. At the August 25, 2016 Board meeting Callan recommended 
Fixed Income would be a prudent topic for the retreat. Because PIMCO holds TSRS investments in both equity 
and fixed income they could also be utilized to educate the Board on those strategies, and discussions were 
held over the course of several months leading up to the retreat to determine the nature of their presentation. 
Outside legal counsel is also consulted on potential educational topics to be addressed at the retreat. The 
space was reserved more than 4 months prior to the retreat, so the planning occurs over the course of the 
entire year. After the retreat, based on the Board’s acceptance of the recommended contribution rates an 
action item is prepared for Mayor and Council to adopt them for the following fiscal year. This year staff 
anticipates the recommended contribution rates will go before Mayor and Council in November.  
 

6) PIMCO Fund Manager–Matt Clark & Loren Sageser  
a. PIMCO Update 
b. Economic Outlook  
c. Review of StockPlus Portfolio 
d. Review of Diversified Income Portfolio  

 
Matt Clark introduced himself as the Board’s primary contact at PIMCO. PIMCO manages a fixed income 
strategy in which TSRS has $126M invested, and a stock enhanced passive equity strategy in which TSRS 
has roughly $29M invested. Most of the presentation will focus on the fixed income strategy. Market volatility 
remained relatively low after Brexit as illustrated in the following graph. 
 

 
 
The VIX index measures the volatility implied in equity option prices; in other words it measures the volatility 
that market participants expect going forward.  
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Michael Coffey asked how the VIX index was constructed. 
 
Gordon Weightman answered it was a collection of futures contracts on the S&P 500.  
 
Mr. Clark stated generally when the VIX index is lower, equity markets and credit strategies do better. 
 
Loren Sageser said the diversified income strategy seeks to provide investors with flexible and highly tactical 
access to the full global opportunity set. It seeks to provide investors with higher returns relative to high grade 
credit, but with less volatility than a high yield strategy. A diversified, risk-conscious approach targeting volatility 
levels nearly one-third lower than high yield bonds provides downside protection. It provides active 
management across corporate, emerging market, real estate, municipal and consumer credit markets, 
leveraging PIMCO’s broad credit resources. It also complements TSRS’s passive Barclays Aggregate 
exposure. When historical default rate years like 2002 and 2009 occurred the strategy typically had a default 
rate of 2% to 3.5% as compared to the high yield bond market default rate of around 10%. This is less relevant 
in the current environment where fundamentals are fairly strong and default rates are low. The following tables 
illustrate how the strategy performs when the markets are down and the strategy is trying to preserve capital. 
 

 
 
Neil Galassi asked how PIMCO was managing strategy risk by using derivatives.  
 
Mr. Sageser answered by managing interest rate risk and liquidity in the credit markets.  
 
Mr. Clark clarified PIMCO does not use instruments like these for the sake of using them. They consider the 
investment decision and the best way to express that decision, sometimes it is in fiscal securities, and 
sometimes it is liquidity or ease of access to the market. Sometimes it makes the most sense to use the 
synthetic or derivative instrument, even though derivatives have a patina of risk associated with them because 
during the financial crisis credit derivative instruments performed better than their fiscal counterparts.  
 
Gordon Weightman stated there is a recovery element to credit defaults so investors typically get some of their 
money back. 
 
Mr. Sageser agreed, historically on average, after default, high yield companies will pay 50 cents on the dollar 
in a worst case scenario. The recovery rates offered depend on the type of assets the company has, for 
example an oil company will pay a higher recovery rate than a telecom company because the oil company has 
hard assets. He then summarized the team setup and process for the strategy. 
 
Mr. Sageser discussed the information in the following chart and table. 
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They try to manage the portfolio so that it will be robust through a variety of different scenarios and credit 
spreads. There is a high quality tilt in the portfolio currently and it can move towards higher quality as the 
situation warrants. The portfolio is overweight in higher quality bonds in the investment grade side of the credit 
markets. It is more focused on financials currently, which is a contrarian view at the moment given the 
headlines about regulators forcing banks to de-risk. This is not a bad thing for bond holders. High yield has 
rallied this year, largely due to the energy markets. PIMCO reduced their energy exposure and reallocated into 
pipeline companies, which have hard assets and are less sensitive to commodity prices, and consumer 
lenders. The portfolio has been underweight in emerging markets from a risk standpoint. There is a lot of 
variety in emerging markets but there is also a lot of volatility and that is not the kind of risk they are searching 
for because they are trying to make credit decisions, not decisions on election outcomes and oil prices. The 
portfolio is also overweight in the securitized and mortgage backed side because it is a source of diversification 
and offsets credit spreads. They try to be tactical with the realization that if yields were to move up again in the 
next six months they would have the flexibility to increase exposures when it makes sense to do so.  
 
Mr. Clark said this strategy was a nice fit for the Board’s fixed income allocation because the TSRS portfolio 
has a large allocation to passive management with more exposure to traditional treasury securities and 
investment rate corporate bonds. When blended together they tend to offset each other when the market 
favors one over the other.  
 
Ms. Tenace said she had read in the Wall Street Journal about oil companies and pending law suits and asked 
how that has affected the portfolio. 
 
Mr. Sageser explained they hold some energy exposure but it tends to be more focused on infrastructure and 
to a lesser extent emerging markets. At the end of the day the oil companies do have an asset and when the 
companies go into default commodity prices tend to recover a little bit. Their strategy is to wait it out for a little 
bit to see if it stabilizes. A lot of the companies are just not configured for $40 a barrel oil prices.  
 
Mr. Clark discussed the StocksPlus strategy which aims to outperform market by transporting extra return from 
independent, structurally based sources. They own full equity market exposure through forward instruments, 
such as futures, and then enhance equity returns with a bond strategy designed to add alpha. The way the 
strategy is run is illustrated in the following chart.  
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Mr. Weightman asked about the duration of the fixed income fees. 
 
Mr. Clark answered around 1 year.  
 
Mr. Weightman advised it was important to consider this strategy in terms of risk because there is equity and 
bonds in one strategy, so they have some diversifying characteristics and it is not just the risk of one and the 
risk of another as well. The expectation is that there is slightly more risk than in a pure S&P 500 index fund. 
 
Mr. Clark explained the Board should expect, in any given year the returns will deviate between 50 to 150 
basis points, and if the markets are really upset it can get wider. He feels 50 to 200 basis points is a good 
range to expect for passive equity exposure. The bond market has been doing relatively well this year and 
outperformed the cash market, which is the financing cost. He then discussed the information in the following 
table.  

 
PIMCO is not picking stocks, they are just trying to manage a high quality bond portfolio in a way that offsets 
the costs of replicating the equity market.  
 
Mr. Clark went on to discuss the economic outlook. When looking to the future PIMCO considers 3 things, 
productivity, politics, and policy. Low productivity has weighed on potential growth, but any recovery could 
bolster the outlook. Political events could materially affect the global landscape over the next year. Less drag 
from fiscal policy could ease the burden of monetary policy in boosting growth. Ongoing developments in 
politics, fiscal and monetary policy, and productivity will be key drivers of the outlook ahead.  
 

7) Education Session - Callan Associates -  Gordon Weightman & John Pirone 
a) Fixed Income Portfolio Composition 
b) Black Swan Events 

 
John Pirone said one of the primary risks of a bond portfolio is interest rate sensitivity. Bond prices have an 
inverse relationship with interest rates. If interest rates rise a bond’s price must fall to keep the yield constant. 
Duration is expressed as a number of years and tells you how much a bond’s price will change given a 1% 
change in interest rates. For example, if interest rates rise 1%, the price of a bond with a duration of 5 years 
will fall by 5%.  
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Gordon Weightman explained there is a yield offset. The yield of the index is around 2% so in that situation the 
bond would be down 3.5%. The one of the concerns now is there is not a lot of yield to offset rising rates.  
 
Mr. Pirone said bond managers seek to add value with 3 basic levels, duration management, sector rotation, 
and issue selection. PIMCO said they tend not to take a lot of duration bets and they try to add value through 
other mechanisms, which means sector rotation and issue selection.  
 
Mr. Weightman stated duration has a larger effect on returns and risk than sector rotation and issue selection, 
so if a manager makes a bad duration decision it will take a lot of good sector rotation and issue selection 
decisions for a long time to make up for it. 
 
Mr. Pirone explained within a total return strategy the role of fixed income is to serve as a low-risk, diversifying 
anchor against which an investor takes on riskier investments in assets such as equity as shown in the 
following chart. 
 

 
 
Mr. Weightman discussed that a lot of managers have developed new products to try and achieve the low risk 
of bonds outside of the bond market, because bonds are so expensive and low yielding right now. Historically 
bonds are the only way to manage that risk. 
 
Mr. Pirone elaborated that those strategies have been developed within the last 5 to 7 years and have not 
been tested through a period of significant stress.  
 
Mr. Weightman explained the chart above also speaks to the topic of black swan events. Many have declared 
October 2007 to March 2009 to be a black swan event for equities. Diversification was key during that period of 
time, investors who held bonds in a meaningful way were able to offset a lot of the decline. TSRS did that and 
was only down around 20%.  
 
Neil Galassi said Board members had asked if they needed to develop an action plan for black swan events, 
and confirmed diversification was leading them where they wanted to be and that a formal action plan for black 
swan events was not necessary. 
 
Mr. Weightman answered that when the asset liability study was performed the Board advised Callan of their 
feelings on risk resulting in the current asset allocation with 27% in fixed income. Diversification is really the 
only defense against a black swan event.  
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John O’Hare asked about the likelihood of the Board’s current asset allocation reaching the expected rate of 
return of 7.25%. 
 
Mr. Weightman answered based on Callan’s capital market expectations, which are lower than they have been 
historically; it is around 40% over a 10 year period.  
 
Mr. O’Hare asked whether the Board should consider alternative investments. 
 
Mr. Weightman stated the problem with alternative investments is the liquidity required by the plan.  
 
Mr. O’Hare asked about the action plan if a return of 7.25% was not reached. 
 
Mr. Weightman answered one of the worst things investors can do is react to short term events. Callan reviews 
the asset allocation annually, and every 5 years an asset liability study is performed to determine whether the 
Board needs to consider changing the risk profile. In order to achieve a return of 7.25% in the current market, 
the asset allocation would have to be 90% equities and Callan would never recommend that for TSRS. The 
best thing for the pension plan would be a one-time significant rise in interest rates as a prolonged period of 
low rates is not a good environment for long-term investors.  

 
 
Mr. Pirone explained correlation measures the degree to which 2 variables, such as asset classes, move in 
relation to each other. The best correlation is -1, when the returns of 2 investments move in opposite directions 
achieving a maximum reduction in volatility. The worst correlation is +1, when the returns are completely 
synchronized and there is no diversification or volatility reduction. High yield, emerging market debt, and 
investment grade credit can be highly correlated with stocks. Mortgages and governments have exhibited 0 or 
negative correlations with equity. 
 
Mr. Weightman explained TSRS was underweight in governments compared to the Barclays Aggregate and is 
invested in high yield and emerging market debt instead resulting in a riskier portfolio. 
 
Looking at the TSRS bond portfolio, the Board has gotten slightly higher returns with a little less risk. The 
Board needs to be mindful of whether they want more exposure to risky segments during down periods. The 
following table shows that diversification limited the Board’s losses when the equity market went south in 2008. 
 



23 
 

 
 
Mr. Weightman said it would be helpful if the Board would answer the following questions so that Callan had 
the information when putting together alternative fixed income portfolio structures for consideration. What is the 
role of fixed income in the TSRS portfolio? How much risk is the Board willing to take in fixed income? Is there 
a place for active and passive management? Does the Board favor one approach? 
 
Chairman Fleming stated he would be reluctant to seek higher yields in the low return environment, was 
reluctant to add more risk to the portfolio, and felt skeptical as to whether active managers consistently add 
value.  
 
Karen Tenace asked about the alternative fixed income portfolio structures Callan would be presenting at a 
future meeting. 
 
Mr. Pirone explained the different structures would provide differing amounts of risk and the returns they 
project for them. They may include stress tests. 
 
Ms. Tenace asked if they were asking these questions because they anticipate rates increasing and want to 
protect against that.  
 
Mr. Pirone answered TSRS has a 27% allocation to fixed income; 17% of that is with PIMCO, half of which is 
outside the Barclays Aggregate. As a result the plan is not acting like it has a 27% allocation to fixed income, it 
is performing like it has a 23% allocation, and Callan wants to confirm that the Board feels comfortable with 
that incremental risk. 
 

8) Administrative Discussions  
a) Potential Formation of an Advisory Committee 

 
Chairman Fleming summarized his experience with an Advisory Committee in the past. He did not find the 
committee to be a useful resource for the Board, there had been issues with filling the positions, and there had 
been issues with the advisors attending the Board meetings. The addition of Kevin Larson, given his 
knowledge and experience has been more helpful to the Board than the Advisory Committee was.  
 
John O’Hare disagreed. The Advisory Committee would be a good resource when combined with the 
consultant, because obtaining another opinion could prove to be advantageous. The committee would also 
serve as a great resource for new Board members, and would help to prevent loss of knowledge as 
experienced Board members rotate out or separate from the City. An Advisory Committee would also help to 
educate the Board so that members could ask more knowledgeable questions when investment managers are 
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present at meetings. While the addition of Kevin Larson to the Board has been very beneficial, previous City 
Manager appointees have not been as knowledgeable and experienced.  
 
Neil Galassi stated the value expressed by Mr. O’Hare needed to be present because it would be a formal 
body and as such would require staff time to keep them in compliance with the Arizona Open Meeting Law. 
The concern here is that staff time is a limited resource. 
 
Kevin Larson suggested the reason the previous committee, as remembered by Chairman Fleming, was so 
ineffective was because they had no investment in the Board meetings because they were not a part of the 
decision process. 
 
Michael Coffey stated that the purpose could be served by inviting speakers to educate the Board. 
 
Chairman Fleming, Karen Tenace, Kevin Larson, and Mr. Galassi expressed their support for Mr. Coffey’s idea 
and suggested the types of topics they would like to receive further education on. 
 
Chairman Fleming asked Mr. Galassi to find an appropriate outside speaker from academia or industry to give 
the idea a try. If the Board has any suggestions on speakers let staff know. 
 
Gordon Weightman suggested leveraging the relationship the Board has with its investment managers, and 
asking them to speak to the Board on a given topic because they have a vast amount of resources available to 
them.  
 

9) Articles for Board Member Education / Discussion  
a) J.P. Morgan: An Election of Extremes – But a Government of Moderation 
b) The Wall Street Journal: Is the Bond Market in a Bubble? 

 
10) Call to Audience 

 
11) Future Agenda Items 

 Discussion of 6% interest rate for employee contributions. 
 Funding Policy Intent and Summary & Glossary 

 
 
Adjournment – 3:27PM 

 
 
 
 
Approved: 
 
 
__________________________  _______                    _________________________   ________  
Robert Fleming            Date   Neil S. Galassi   Date 
Chairman of the Board                               Plan Administrator  
 
 
 

 
 



Fredrick H Gray Jr. Parks and Recreation Normal Retirement 10/4/2016 2/22/1953 63.62 17.5339 519,657.81 252,828.23 10,777.87 Single Life                   4,251.99 
Doris L Rentschler Finance Normal Retirement 10/4/2016 9/17/1965 51.05 32.2095 705,590.43 280,050.46 6,472.27 J&S 100                   4,423.55 
James R Schnormeier Parks and Recreation Normal Retirement 10/15/2016 7/21/1954 62.23 7.4928 142,196.09 61,714.51 6,649.07 J&S 100                   1,003.68 
**Midge Irwin Parks and Recreation Normal Retirement 11/2/2016 7/30/1957 59.26 31.96 ** 190,554.11 6,181.07 Single Life                   4,444.74 

30,080.28                14,123.96                
Averages 15.74 455,814.78$            196,286.83              7,520.07                  3,530.99                  

 Plan Year beginning 07/01/2015 (*from 
GRS annual valuation) 

Monthly Annual Annualized
 Annual change since 

July 1, 2015 
 % change  

Service Pensions 2,305                                                       5,007,097.17              60,085,166              2,459                       5,395,268                64,743,214.08         4,658,048.08$         7.75%
Disability Pensions 160                                                          174,259                      2,091,109                154                          172,172                   2,066,066.64           (25,042.36)$             -1.20%
Survivor Pensions 344                                                          298,979                      3,587,750                347                          348,096                   4,177,157.76           589,407.76$            16.43%

2,809                                                       5,480,335                   65,764,025              2,960                       5,915,537                70,986,438              5,222,413.48$         7.94%
49                               137,603$                     

S:\treasdiv\tsrs\retirement\facts&figures\F&F 15-16.xls prior month 2,911                                       5,777,933.08$                          

Service & Disability Retirements, End of Service Entrants for TSRS Board of Trustees Ratification 
10/11/16 - 11/10/16 - October 2016

 Name of Applicant  Department  Type  Effective Date  Date of Birth  Age  Credited Service  Present Value 
 Member's 

Accumulated 
Contributions 

 AFC  Option  Pension 

** Due to the timing of employee leave payout processing, the Retirement Office did not have 
the related final amounts in time to finalize the benefit payment for the first month of 
retirement for these employees.  In the interest of providing these benefits timely to 
members, the pension payment presented for ratification is an estimated payment based on 
all available information.  In the next month's meeting the final amounts will be reported on 
this report to the Board for the effected members

Comparison of Monthly Pension Payments - Beginning of FY 2016 to Current Monthly Pension Payments  

 October 2016 Pension Payroll 

 (net) change from previous month 
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Page 1 of 10

Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9001 - Normal Retiree Benefit

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

105 - PAYROLL PENSION 0.00 5,391,785.83 5,391,785.83 0.00 21,426,662.73 21,426,662.73 68,300,000 46,873,337.27 68.63 %

Total for 100 - PAYROLL CHGS 0.00 5,391,785.83 5,391,785.83 0.00 21,426,662.73 21,426,662.73 68,300,000 46,873,337.27 68.63 %

Total for Unit 9001 - Normal Retiree Benefit 0.00 5,391,785.83 5,391,785.83 0.00 21,426,662.73 21,426,662.73 68,300,000 46,873,337.27 68.63 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses



City of Tucson
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For Fiscal Year 2017

Report ID : FIN-COT-BA-0001

Run Date
:
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Page 2 of 10

Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9003 - Normal Retiree Beneficiary Benefit

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

105 - PAYROLL PENSION 0.00 319,444.47 319,444.47 0.00 1,246,958.18 1,246,958.18 3,100,000 1,853,041.82 59.78 %

Total for 100 - PAYROLL CHGS 0.00 319,444.47 319,444.47 0.00 1,246,958.18 1,246,958.18 3,100,000 1,853,041.82 59.78 %

Total for Unit 9003 - Normal Retiree Beneficiary Benefit 0.00 319,444.47 319,444.47 0.00 1,246,958.18 1,246,958.18 3,100,000 1,853,041.82 59.78 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses



City of Tucson

Through: October, 2017
For Fiscal Year 2017

Report ID : FIN-COT-BA-0001

Run Date
:
: 11/09/2016

12:13 PMRun Time

Page 3 of 10

Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9020 - Disability Retiree Benefit

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

105 - PAYROLL PENSION 0.00 172,665.16 172,665.16 0.00 683,489.63 683,489.63 1,975,000 1,291,510.37 65.39 %

Total for 100 - PAYROLL CHGS 0.00 172,665.16 172,665.16 0.00 683,489.63 683,489.63 1,975,000 1,291,510.37 65.39 %

Total for Unit 9020 - Disability Retiree Benefit 0.00 172,665.16 172,665.16 0.00 683,489.63 683,489.63 1,975,000 1,291,510.37 65.39 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses
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Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9021 - Pension Fund Administration

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

101 - SALARIES & WAGES FOR PERMANENT
EMPLOYEES 0.00 26,043.20 26,043.20 0.00 74,413.41 74,413.41 230,100 155,686.59 67.66 %

103 - OVERTIME WAGES 0.00 0.00 0.00 0.00 344.22 344.22 0 (344.22) 0.00%

108 - DOWNTOWN ALLOWANCE & DISCOUNTED
TRANSIT PASSES 0.00 138.48 138.48 0.00 375.88 375.88 1,200 824.12 68.68 %

113 - TSRS PENSION CONTRIBUTION 0.00 7,343.38 7,343.38 0.00 20,546.56 20,546.56 63,280 42,733.44 67.53 %

114 - FICA (SOCIAL SECURITY) 0.00 2,046.64 2,046.64 0.00 5,760.65 5,760.65 17,600 11,839.35 67.27 %

115 - WORKERS COMPENSATION INSURANCE 0.00 377.95 377.95 0.00 1,024.77 1,024.77 6,440 5,415.23 84.09 %

116 - GROUP PLAN INSURANCE 0.00 1,476.27 1,476.27 0.00 5,148.26 5,148.26 32,760 27,611.74 84.28 %

117 - STATE UNEMPLOYMENT 0.00 34.68 34.68 0.00 95.17 95.17 300 204.83 68.28 %

196 - INTERDEPARTMENTAL LABOR 0.00 0.00 0.00 0.00 0.00 0.00 156,000 156,000.00 100.00 %

Total for 100 - PAYROLL CHGS 0.00 37,460.60 37,460.60 0.00 107,708.92 107,708.92 507,680 399,971.08 78.78 %

202 - TRAVEL 0.00 0.00 0.00 0.00 0.00 0.00 4,000 4,000.00 100.00 %

204 - TRAINING 0.00 0.00 0.00 0.00 315.00 315.00 14,000 13,685.00 97.75 %

205 - PARKING & SHUTTLE SERVICE 0.00 0.00 0.00 0.00 0.00 0.00 220 220.00 100.00 %

212 - CONSULTANTS AND SURVEYS 0.00 2,050.00 2,050.00 0.00 2,050.00 2,050.00 50,000 47,950.00 95.90 %

213 - LEGAL 0.00 5,413.50 5,413.50 0.00 5,413.50 5,413.50 50,000 44,586.50 89.17 %

215 - AUDITING AND BANK SERVICES (15,000.00) 15,000.00 0.00 7,300.00 17,000.00 24,300.00 25,000 700.00 2.80 %

219 - MISCELLANEOUS PROFESSIONAL
SERVICES 0.00 1,121,428.04 1,121,428.04 0.00 936,411.89 936,411.89 4,126,850 3,190,438.11 77.31 %

221 - INSUR-PUBLIC LIABILITY 0.00 432.86 432.86 0.00 1,211.51 1,211.51 32,100 30,888.49 96.23 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses
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Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9021 - Pension Fund Administration

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

228 - HAZARDOUS WASTE INSURANCE 0.00 84.03 84.03 0.00 236.31 236.31 0 (236.31) 0.00%

232 - R&M MACHINERY & EQUIPMENT 0.00 0.00 0.00 0.00 0.00 0.00 1,200 1,200.00 100.00 %

235 - MINOR REHAB, REMODEL & ALTER 0.00 293.00 293.00 0.00 407.00 407.00 1,550 1,143.00 73.74 %

245 - TELEPHONE 0.00 0.00 0.00 0.00 420.00 420.00 1,200 780.00 65.00 %

260 - COMPUTER SOFTWARE MAINTENANCE
AGREEMENTS 0.00 0.00 0.00 0.00 0.00 0.00 41,000 41,000.00 100.00 %

263 - PUBLIC RELATIONS 0.00 2,432.25 2,432.25 0.00 2,432.25 2,432.25 2,560 127.75 4.99 %

284 - MEMBERSHIPS AND SUBSCRIPTIONS 0.00 0.00 0.00 0.00 458.94 458.94 1,500 1,041.06 69.40 %

298 - PLANNED BUILDING MAINTENANCE 0.00 0.00 0.00 0.00 0.00 0.00 0 0.00 0.00%

Total for 200 - PROF CHARGES (15,000.00) 1,147,133.68 1,132,133.68 7,300.00 966,356.40 973,656.40 4,351,180 3,377,523.60 77.62 %

311 - OFFICE SUPPLIES 0.00 318.20 318.20 0.00 1,075.68 1,075.68 9,000 7,924.32 88.05 %

312 - PRINTING,PHOTOGRAPHY,REPRODUCTION 0.00 137.95 137.95 0.00 621.05 621.05 9,000 8,378.95 93.10 %

314 - POSTAGE 0.00 3,063.65 3,063.65 0.00 4,496.72 4,496.72 12,000 7,503.28 62.53 %

317 - COMPUTER SOFTWARE < $100,000 0.00 314.06 314.06 0.00 314.06 314.06 550 235.94 42.90 %

341 - BOOK, PERIODICALS AND RECORDS 0.00 0.00 0.00 0.00 0.00 0.00 250 250.00 100.00 %

345 - FURNISHINGS, EQUIPMENT AND TOOLS <
$5,000 0.00 0.00 0.00 0.00 0.00 0.00 4,700 4,700.00 100.00 %

346 - COMPUTER EQUIPMENT < $5,000 0.00 0.00 0.00 0.00 0.00 0.00 650 650.00 100.00 %

Total for 300 - SUPPLIES 0.00 3,833.86 3,833.86 0.00 6,507.51 6,507.51 36,150 29,642.49 82.00 %

455 - COMPUTER EQ >= $5,000 0.00 0.00 0.00 0.00 0.00 0.00 2,700 2,700.00 100.00 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses
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Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9021 - Pension Fund Administration
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Total for 400 - CAPITAL OUT 0.00 0.00 0.00 0.00 0.00 0.00 2,700 2,700.00 100.00 %

Total for Unit 9021 - Pension Fund Administration (15,000.00) 1,188,428.14 1,173,428.14 7,300.00 1,080,572.83 1,087,872.83 4,897,710 3,809,837.17 77.79 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses
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Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9022 - Disability Retiree Beneficiary Benefit
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Current
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Encumbrance
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Current Total
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YTD
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YTD
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Percent

105 - PAYROLL PENSION 0.00 30,418.52 30,418.52 0.00 121,674.08 121,674.08 350,000 228,325.92 65.24 %

Total for 100 - PAYROLL CHGS 0.00 30,418.52 30,418.52 0.00 121,674.08 121,674.08 350,000 228,325.92 65.24 %

Total for Unit 9022 - Disability Retiree Beneficiary Benefit 0.00 30,418.52 30,418.52 0.00 121,674.08 121,674.08 350,000 228,325.92 65.24 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses
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Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9023 - ACTIVE MEMBER REFUNDS-CONTRBS

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted

Amount

Unobligated
Budget

Balance
Percent

186 - TSRS REFUNDS 0.00 93,747.69 93,747.69 0.00 736,700.19 736,700.19 2,400,000 1,663,299.81 69.30 %

Total for 100 - PAYROLL CHGS 0.00 93,747.69 93,747.69 0.00 736,700.19 736,700.19 2,400,000 1,663,299.81 69.30 %

Total for Unit 9023 - ACTIVE MEMBER REFUNDS-CONTRBS 0.00 93,747.69 93,747.69 0.00 736,700.19 736,700.19 2,400,000 1,663,299.81 69.30 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses
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Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9025 - INTEREST ON REFUNDS

Object
Current
Period

Encumbrance

Current
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Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
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Current
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Balance
Percent

186 - TSRS REFUNDS 0.00 1,724.65 1,724.65 0.00 6,213.29 6,213.29 50,000 43,786.71 87.57 %

Total for 100 - PAYROLL CHGS 0.00 1,724.65 1,724.65 0.00 6,213.29 6,213.29 50,000 43,786.71 87.57 %

Total for Unit 9025 - INTEREST ON REFUNDS 0.00 1,724.65 1,724.65 0.00 6,213.29 6,213.29 50,000 43,786.71 87.57 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Budget vs Actual Expenses



City of Tucson

Through: October, 2017
For Fiscal Year 2017

Report ID : FIN-COT-BA-0001

Run Date
:
: 11/09/2016

12:13 PMRun Time

Page 10 of 10

Department 900 - TUCSON SUPPL RETIREMENT SYSTEM

Unit 9026 - DWE SYSTEM BENEFIT PAYMENT

Object
Current
Period

Encumbrance

Current
Period

Expenditure

Current Total
Obligations

YTD
Encumbrance

YTD
Expenditure

YTD Total
Obligations

Current
Budgeted
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Unobligated
Budget

Balance
Percent

186 - TSRS REFUNDS 0.00 0.00 0.00 0.00 0.00 0.00 200,000 200,000.00 100.00 %

Total for 100 - PAYROLL CHGS 0.00 0.00 0.00 0.00 0.00 0.00 200,000 200,000.00 100.00 %

Total for Unit 9026 - DWE SYSTEM BENEFIT PAYMENT 0.00 0.00 0.00 0.00 0.00 0.00 200,000 200,000.00 100.00 %

Fund 072 - TUCSON SUPP RETIREMENT SYSTEM

Total for Fund 072 - TUCSON SUPP RETIREMENT SYSTEM (15,000.00) 7,198,214.46 7,183,214.46 7,300.00 25,302,270.93 25,309,570.93 81,272,710 55,963,139.07 68.86 %

Total for Department 900 - TUCSON SUPPL RETIREMENT SYSTEM(15,000.00) 7,198,214.46 7,183,214.46 7,300.00 25,302,270.93 25,309,570.93 81,272,710 55,963,139.07 68.86 %

Grand Totals (15,000.00) 7,198,214.46 7,183,214.46 7,300.00 25,302,270.93 25,309,570.93 81,272,710 55,963,139.07 68.86 %

Budget vs Actual Expenses
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Tucson Supplemental Retirement System                           
Funding Policy 

 
I. Intent and Summary 
 
The Tucson Supplemental Retirement System is a defined benefit pension plan maintained for the 
benefit of City of Tucson employees.  TSRS is governed by provisions of the Tucson City Code, the public 
pension protections included in the Arizona Constitution, and the Internal Revenue Code.  Within that 
framework, the TSRS Board has adopted a Funding Policy to ensure that TSRS will remain sustainable 
and to assist in the accumulation of adequate resources to fund the costs of TSRS benefits.     
 
The costs of defined benefit pension benefits generally fall into three categories: 
 

1. The cost of pension benefits earned by employee members each year, referred to as the 
“normal cost” of benefits; 

2. The unfunded liabilities that have accumulated in the retirement program over time, as the 
retirement program grows and benefit liabilities exceed the assets held in the program; and 

3. The administrative costs of operating the retirement program. 
 
These cost elements are funded on an annual basis through a combination of employer contributions, 
employee contributions and investment returns.   
 
Intent 
 
The intent of the TSRS Funding Policy is to set forth the policies and practices that will be used to 
determine City and employee member contributions to TSRS each year.  Contributions calculated in 
accordance with the Funding Policy will be designed to achieve full funding of the TSRS benefit liabilities 
over a prudent time horizon, while balancing the goals of: 
 

 Maintaining retirement benefit security; 
 Incorporating experience based actuarial assumptions into all contribution calculations;  
 Keeping contribution rates relatively stable on an annual basis; and 
 Allocating contribution costs in an equitable manner to mitigate intergenerational transfers of 

retirement program liabilities.   
 

Summary 
 
It is the goal of the Board to increase the funded status (the ratio of the assets to the accrued liabilities) 
of TSRS.  Under the TSRS Funding Policy, the Actuarially Determined Contributions (as detailed in the 
annual actuarial valuation report) calculated for the City and the employee members include the 
payment of: 
  

a. The normal cost of benefits;  
b. The annual amortized payment on TSRS’ unfunded liabilities, calculated over a 20 year open, 

level percent of pay amortization policy;  
c. The reasonable and appropriate annual administration costs of TSRS; and  
d. The additional contribution element attained through the rounding of employee member and 

City Contribution Rates pursuant to the Board’s rounding policy, which is designed to assist with 
the achievement of the full funding of TSRS over a reasonable timeframe. 
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II. Funding Policy Goals 

 
The TSRS Funding Policy is designed to provide assurance that the Tucson Supplemental Retirement 
System (“TSRS”) will remain viable and sustainable, and that the cost of the benefits provided by TSRS 
will be funded in an equitable manner.  The TSRS funding policy is based on the following primary 
principles: 
 

A. The Board intends to encourage the City to extinguish the TSRS unfunded liability within a 
target timeframe of fiscal year 2025 to 2030.  While the Board recognizes that investment 
markets and returns have a significant impact on the funded status of TSRS and cannot be 
predicted, the Board intends to use the target timeframe as a tool to measure success in the 
reduction of the unfunded liability.  If and when the TSRS actuarial valuation shows that the 
unfunded liability will not be extinguished within the target timeframe, the Board will 
review closely the actuarial assumptions and investment policies to determine if 
adjustments should be made.   
 

B. The Board will work toward the extinguishment of the unfunded liability by recommending 
that the City contribution to TSRS exceed the amount that the City is required to 
appropriate and pay to TSRS pursuant to the Tucson City Code (“TCC”), and the annual City 
contribution to TSRS be a minimum of 27.5% of payroll.   
 

C. The TSRS Board wishes to demonstrate accountability and transparency by communicating 
all of the information necessary for assessing the City’s progress toward meeting its pension 
funding objectives. 
 

III. Authority 
 

The Board has been granted the power and authority necessary to effectuate the administration, 
management and operation of TSRS.  TCC §22‐44(a).  The Board is required to certify to the City 
Manager the Actuarially Determined Contribution (“ADC”), the Recommended Member Contribution 
Rate(s) and the Employer Contribution.1  TCC §22‐35(b).  The City is required to appropriate and pay 
over to TSRS 100% of the Employer Contribution (the Required City Contribution), as that term is 
defined in TCC Section 22‐30(t). 
 
IV. Policy:   
 
The Board shall determine the Recommended Member Contribution Rates and the Recommended City 
Contribution Rates in accordance with all applicable provisions of the TCC and, effective July 1, 2014, the 
terms of  this Funding Policy as  set  forth below.   The Funding Policy  takes  into account  the  following 
three  core  elements  in  the  calculation  of  the  recommended  annual  contributions  to  TSRS:    the 
Actuarially Determined Contribution, administrative expenses and the Board’s rounding policy.   

 

                                                            
1 The Actuarially Determined Contribution is referred to in the TCC as the “annual required contribution.” The 
Required City Contribution Rate is referred to in the TCC as the “employer contribution” in the TCC. 
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A. Actuarially Determined Contribution. The ADC  is the annual amount necessary to pay the sum of 
the  employer  normal  cost,  the  employee  segment  normal  cost  amounts  and  the  amortization 
requirements  for  the  TSRS  unfunded  accrued  liability,  determined  on  a  fiscal  year  basis  by  the 
System’s actuary in accordance with the following actuarial assumptions: 

 
1. Actuarial Cost Method.   The actuarial cost method  is  the  individual entry age normal 

cost method, level percent of pay.  This method conforms to the actuarial standards of 
practice and allocates normal costs over a period beginning no earlier than the date of 
employment and does not exceed the  last assumed retirement age.   This cost method 
fully  funds  the  long‐term  costs of  the promised benefits of  the employees’ period of 
active service. 
 

2. Asset Valuation Method.  To minimize the volatility effect of contribution rates affected 
by  investment  gains  or  losses  during  the  year,  the  Board  has  adopted  a  smoothing 
process  that  involves  spreading  the  difference  between  actual  and  expected market 
returns over a five year period to determine the actuarial value of assets. 

 
3. Amortization  Policy.    The  Board  has  adopted  a  20  year  open,  level  percent  of  pay 

amortization  policy.  A  single  unfunded  amount  is  determined  with  each  actuarial 
valuation, and that amount  is then amortized over a 20 year period, assuming that the 
contribution amounts will  remain  level as a percent of  the  total payroll  (so  the dollar 
amount of  the  contribution  is assumed  to grow each  year). The Board’s amortization 
policy was most recently revised effective July 1, 2013. 
 

B. Administrative Expenses.  The annual administrative expenses incurred by the System, based on the 
administrative  operating  budget  approved  by  the  Board  in  advance  of  the  fiscal  year  and 
determined as of the end of the fiscal year, shall be included in the calculation of the Recommended 
City Contribution Rate in accordance with sound actuarial principles.  Administrative expenses paid 
by the System and  included  in the calculation of the ADC shall be reasonable and appropriate, and 
shall  include  staff  salaries  and  related overhead  expenses,  actuarial,  legal  and other professional 
consulting  fees, accounting charges, compliance expenses, and other  fees and expenses necessary 
for the efficient administration of the System.   Investment fees and expenses shall not be  included 
in the calculation of the Recommended City Contribution Rate 
 

C. Contribution Rounding Policy.  The Board’s rounding policy is intended to (1) minimize volatility in 
the Member Contribution rates and the related impact on the net take home pay of employees, (2) 
eliminate  minor  adjustments  in  contribution  rates,  and  (3)  recognize  the  inherent  timing  gap 
between actuarial valuation data and the effective date of new contribution rates. 

 
1. Recommended  Member  Contribution  Rates:  Recommended  Member  Contribution 

Rates for members hired prior to July 1, 2006 (the “Legacy Members”), members hired 
between July 1, 2006 and June 30, 2011 (“Tier  I Members”), and members hired on or 
after  July  1,  2011  (“Tier  II  Members”)  shall  be  determined  by  the  System  actuary 
pursuant to TCC Section 22‐34.   The Legacy Members contribute 5% of pay, and there 
are  no  further  adjustments  to  Legacy Member  contribution  rates;  i.e.,  the  Required 
Member  Contribution  Rate  and  the  Recommended  Contribution  Rate  for  the  Legacy 
Members are the same.   
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The Tier  I Members  and  Tier  II Members  are  referred  to  collectively  as  the  “Variable 
Contribution  Tier  Members,”  and  they  make  Member  Contributions  equal  to  a 
percentage of the normal cost for their particular Tier.  The percentage applicable to the 
Variable Contribution Tier Members currently is set at 50%, but can be changed by the 
City  in  accordance with  Section  22‐34(b)  of  the  TCC.    In  no  event  shall  the  Variable 
Contribution Tier Members contribute less than 5% of pay as set forth in TCC §22‐34(a) 
and (b).  
 
The Recommended Member Contribution Rates for Variable Contribution Tier Members 
are subject to the Board’s rounding policy.   The normal cost for Tier I Member and for 
Tier  II  Members  are  calculated  by  the  System  actuary  and  then  multiplied  by  the 
applicable  Member  Contribution  Percentage  (currently  50%).    The  result  of  that 
calculation  is  the Recommended Member Contribution Rate  required  for  the Variable 
Contribution Tier Members under the TCC. 

The Board will  then  review  the Required Member Contribution Rates  for  the Variable 
Contribution Tier Members and apply  the  rounding policy.   Pursuant  to  the  rounding 
policy,  the  Required  Member  Contribution  Rates  for  the  Variable  Contribution  Tier 
Members  will  be  rounded  up  to  the  nearest  0.25%.    The  Recommended  Member 
Contribution Rates for Variable Contribution Tier Members shall never be less than the 
Required Member Contribution Rate for that member group (for that same fiscal year).  
The Recommended Member Contribution Rates will be recommended by the Board to 
the City for the upcoming fiscal year.   

Examples:   

Year 1:  Required Member Contribution 
    for Tier I Member:        6.67% of pay 
     
    Recommended (Rounded) Member Contribution  
    for Tier I Member Contribution:     6.75% of pay   
 
Year 2:  Required Member Contribution 
    for Tier I Member Contribution Rate:    6.48% of pay 
 
    Recommended (Rounded) Member Contribution 
    for Tier I Member Contribution:     6.50% of pay 
 

2. Recommended City Contribution Rates:   Pursuant  to TCC Section 22‐30(t),  the City  is 
required to fund the Required City Contribution for a particular fiscal year, which equals 
the difference between  the ADC and  the Required Member Contribution  rate(s).   For 
purposes  of  determining  the  Recommended  City  Contribution  Rate  that  will  be 
recommended by the Board to the City, the System actuary will be asked to prepare the 
following calculations:   

Because  there  are  three  different  Required Member  Contribution  Rates,  the  System 
actuary shall calculate a Required City Contribution Rate for each member group (which 
is  the  Required  City  Contribution  Rate  for  each  group)  and  a  blended  Required  City 
Contribution  Rate  for  the  entire member  population.    In  no  event  shall  the  blended 
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Required  City  Contribution  Rate  for  the  entire member  population  be  less  than  the 
Required City Contribution Rate for any member group.   

The Board will  then  review  the  blended Required  City Contribution Rate  and  set  the 
Recommended City Contribution Rate for the upcoming fiscal year.  The Recommended 
City Contribution Rate will equal the blended Required City Contribution Rate, rounded 
up to the nearest 0.50.  The Recommended City Contribution Rate shall be rounded up 
to the nearest 0.50  instead of the nearest 0.25 because the Required City Contribution 
Rates are based on a blend across  the  three groups of members.   The Recommended 
City Contribution Rate shall never be  less  than  the Required City Contribution  rate  for 
any member group for that same fiscal year. 

Example:   

Required City Contribution Rates 
for three member groups:   
          Legacy Members:  27.22% of pay 
          Tier I Members:   25.55% of pay 
          Tier II Members:  27.08% of pay 
     
Actuarially Calculated Blended City Contribution Rate  26.95% 
     
Recommended (Rounded) City Contribution Rate:    27.50% of pay 
(Recommended Rate is not set at 27.0% because that  
would be less than the Required Rate  
for two of the member groups)  
 

3. Funded Status of TSRS:  It is the goal of the Board to increase the funded status of TSRS.  
The Board anticipates that Required Member Contribution Rates and the Required City 
Contribution Rates may decrease from time to time, based on various actuarial factors.  
The  Board  will  not  decrease  its  Recommended  Member  Contribution  rates  or  its 
Recommended City Contribution Rate until such point as TSRS  is  fully  funded.   At that 
time,  the  unfunded  accrued  liability  will  have  been  extinguished,  and  the  ADC  will 
represent the payment of the normal cost of benefits only.   Moreover, the Board shall 
decrease the Recommended Member Contribution Rates for the Variable Contribution 
Tier Members only  to  the extent  that  the Recommended Member Contribution Rates 
for  Tier  I  Members  and  Tier  II  Members  decrease  simultaneously,  in  the  same 
percentage of pay. 

 
 

 
 
Attachments:  TSRS Actuarial Assumptions Addendum to TSRS Code Sec. 22‐30(d) 

  Glossary 
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Tucson Supplemental Retirement System (“TSRS”) 

Addendum to TSRS Code Sec. 22‐30(d)  
 

TSRS Actuarial Assumptions 
 
 
 

To determine the value of actuarially equivalent member benefits under TSRS, the 
following actuarial assumptions shall continue to be applied, effective as of July 1, 2016: 

 
 
    Interest Rate:    7.25%  
 

Mortality Table:  Mortality Table: RP‐2000 Combined Mortality Table for males 
and females projected with Scale BB to 2020  

 
 

The foregoing actuarial assumptions are adopted in accordance Tucson Code Chapter 
22, Section 22‐30(d) and are incorporated into this Addendum as required pursuant to 
Section 401(a)(25) of the Internal Revenue Code of 1986, as amended. 

 
 
 
 

This Addendum hereby is executed by an authorized representative of the Tucson 
Supplemental Retirement System Board of Trustees, pursuant to action taken at a duly 
called meeting of the Board held on the ______ day of ____________________, 2016, 
at which a quorum was present.   

 
 
 
              By:___________________________ 
              Name:_________________________ 
              TSRS Board of Trustees 
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Glossary of Terms and Concepts used in TSRS Funding Policy 
 
Actuarial Cost Method:  the method used by the actuary to allocate total benefit costs between 
employees' past and future service.  The actuarial cost method determines the normal cost for a year. 
 
Accrued Liability:  the present value of retirement benefits earned by employees for past service.   
 
Actuarial Value of Assets:  the value of pension assets for purposes of actuarial valuations and funding 
calculations, which takes into account certain actuarial assumptions such as smoothing investment 
returns over a stated period. 
 
Actuarially Determined Contribution:  the annual contribution to the plan necessary to pay the normal 
cost and the annual amortization payment on any unfunded accrued liability, which may be less than 
the annual contribution recommended by the Board after full application of the Funding Policy.  
 
Amortization: the process of paying off the unfunded accrued liability over time.  
 

Closed Amortization:  using a specific number of years to determine annual payments intended 
to extinguish debt and the number of years remaining in the amortization schedule decline to 
zero. 
 
Open Amortization: using a period of years that does not change over time to determine annual 
contributions to pay down the unfunded accrued liability.  With each annual calculation, the 
period of years used to determine the payment is reset to the original period; the number of 
years in the amortization schedule does not decline to zero.   
 
Example:  Assume that $1,000,000 in liability is being amortized over 5 years.  Following is a 
simplified illustration of the difference between Open and Closed Amortization Schedules: 
 
  Closed Amortization  Open Amortization 
  Starting 

Liability 
Amortization 
Payment 

Ending 
Liability 

Starting 
Liability 

Amortization 
Payment 

Ending 
Liability 

Year 1  $1,000,000  $200,000  $800,000  $1,000,000  $200,000  $800,000 
Year 2  $800,000  $200,000  $600,000  $800,000  $160,000  $640,000 
Year 3  $600,000  $200,000  $400,000  $640,000  $128,000  $512,000 
Year 4  $400,000  $200,000  $200,000  $512,000  $102,400  $409,600 
Year 5  $200,000  $200,000  $0  $409,600  $81,920  $327,680 
 

Contribution Rate:  the amount to be contributed to TSRS annually, expressed as percentage of payroll. 
 

Required City Contribution Rate:  the City contribution rate calculated by the actuary in 
accordance with the applicable provisions of the Tucson City Code. 
 
Recommended City Contribution Rate: the City Contribution rate recommended by the Board 
after the rounding policy has been applied, which may be more than the required rate. 
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Required Member Contribution Rate:  the Member Contribution rate for a particular group of 
members (Legacy, Tier I or Tier II Members) calculated by the actuary in accordance with the 
applicable provisions of the Tucson City Code. 
 
Recommended Member Contribution Rate: the Member Contribution rate recommended by 
the Board for Tier I Members or Tier II Members after the rounding policy has been applied, 
which may be more than the required rate.   

 
Entry Age Normal Cost Method:  the  actuarial cost method which produces the normal cost of an 
employee’s retirement benefits as a level percent of pay, beginning at the employee’s age when he or 
she enters the plan and continuing until the employee reaches retirement age. 
 
Full Funding: occurs when the unfunded accrued liability is $0 and the funded ratio is 100%. 
 
Funded Ratio or Funded Status:  the ratio of assets available to pay retirement benefits to accrued 
liability under the plan (liabilities associated with retirement benefits earned by employees). 
 
Legacy Members:  Members hired prior to July 1, 2006 and who’s Required and Recommended Member 
Contribution Rate equals 5% of pay. 
 
Level Percent of Pay: calculating plan contributions as a consistent percentage of annual payroll costs 
each year and assuming that future contributions will increase by the same rate as payroll increases. 
 
Market Value of Assets:  the value of pension assets, determined with reference to the value at which 
the assets would trade or could be sold on an open market.  
 
Member Contribution Percentage:  The percent of the Variable Contribution Tier Members normal cost 
for which the member is to contribute‐effective 6/30/2014 that rate is 50%. 
 
Normal Cost:  the annual present value or costs for benefits earned by employees during the year. 
 
Smoothing:  an actuarial method of spreading out investment gains and losses over a stated period of 
time, used to average investment returns over the smoothing period and therefore minimize volatility in 
the calculation of contributions to the plan. 
 

Example:  Assume that an investment achieved the following annual returns, and that the 
investment returns are smoothed over a 5 year period: 
 

Year  Investment Return 
(parentheses 
indicate loss) 

Annual Amount Recognized 
in Actuarial Value of Assets 

(1/5 per year) 
2012  ($30,000)   ($6,000) 
2013  $20,000   $4,000 
2014  $50,000  $10,000 
2015  ($20,000)  ($4,000) 
2016  ($30,000)  ($6,000) 
Total  ($10,000)  ($2,000) 
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In the calculation of the actuarial value of the assets for 2016, the market value of the assets will 
be reduced by a $2,000 investment loss.  Without smoothing the investment returns, the 
market value of the assets would be reduced by a $30,000 investment loss.  When the market 
value of the assets fluctuates widely as a result of investment returns, the contribution 
obligation to the pension plan also fluctuates widely.  Smoothing the investment returns has the 
effect of stabilizing contribution rates. 

 
Tier I Members:  members hired between July 1, 2006 and June 30, 2011. 
 
Tier II Members:  members hired on or after July 1, 2011. 
 
Unfunded Accrued Liability:  the difference between the assets and the accrued liability.  
 
Variable Contribution Tier Members:  TSRS members who are classified as either Tier I Members or Tier 
II Members and are required to make Member Contributions which may change over time in accordance 
with TCC Section 22‐34.  



CHANGING THE INTEREST RATE ALLOCATED TO MEMBER ACCUMULATED 
CONTRIBUTION ACCOUNT BALANCES DISCUSSION 

Purpose:  This is a continuance of the educational topic that was introduced during the retreat to reduce 
the interest rate allocated to the Member Accumulated Contribution Accounts (MACA) from 6% to 2%.  
This communication serves to provide the Board with information regarding the change in order to 
facilitate an informed decision by the Board. 

Legal Framework and Key Information: 

As employee contributions are collected they are recorded to the specific member making the contribution 
and tracked in the GRS pension data system.  This is allowed for in City Code provision applicable to 
TSRS which states the following: 

Sec 22-44(h). Establishing interest rates and actuarial assumptions; actuarial studies. The board shall 
establish, from time to time, the interest rate(s) applicable to member accumulated contributions accounts 
and the assumed earnings rate applicable to end of service program benefits, as well as the applicable 
crediting methodologies. 

City Code further goes on to define the Accumulated Contributions Account as follows: 

Sec. 22-30(c). "Accumulated contributions account" means the sum of all member contributions made by 
the employee, not to include employer contributions, and the interest credited to the member contributions 
during the period the member contributions are on deposit with the Tucson Supplemental Retirement 
System. 

Prior to 2009 the Board approved interest rate was 7.5%. Currently the Board approved interest rate is 6% 
interest per annum based on the respective MACA balance.  This is allocated to each MACA balance by 
applying 3% biannually to the accumulated account balances as of the beginning of the respective 6 
month period (i.e. interest allocated as of 12/31/2016 will be based off of the MACA balance as of 
6/30/2016). The 6% allocation is based solely on the MACA which only consists of employee 
contributions. We have no provisions for the member to be entitled to any portion of the City's 
contribution as an element of their account balance as dictated in code provision 22-30(c) above.  
Therefore, the City’s contributions are not considered in the interest allocation.   

Additionally, the MACA is not an element of the calculation for pension benefits.  The formula only 
considers years of service, average final compensation depending on the tier, and the factor depending on 
the tier. Given this, a change in the rate does not impair or diminish pension benefits. External Legal 
Counsel has indicated there appears to be no legal barriers to change the rate. Finally, the ASRS was able 
to accomplish a reduction in their rate in the past with no legal challenges. 

Effect on TSRS 

If an employee separates from the City whether vested or not the following code provision initially 
applies: 

 Sec. 22-34(g). Non-forfeiture and refund of contributions. It is the right of each member to request a 
refund of the member’s accumulated contributions, plus interest, upon separation from city service and 
the right of each beneficiary to be paid the member’s accumulated contributions, plus interest, upon the 
member’s death before retirement or unused contributions, plus interest, upon the member’s death after 
retirement, whichever is applicable. 



Therefore, per code, if an individual is not vested upon separation they are entitled to their MACA to 
include interest. Additionally, if the individual is vested (meaning creditable service of 5 years or greater) 
the member can either wait until retirement eligibility is attained or request a refund.   

In both scenarios interest would be computed and allocated from the last posting of interest up to the date 
the request is processed.   

In the first scenario where the terminating member requests a refund, the cost to the plan is the interest 
allocated up to the point a refund is requested.  Although Section 22-41(b) of the City code does provide 
for escheatment (in the event a member cannot be located) depending on the size of the account balance, 
such provisions are not easy to administer.  It is most cost effective and advantageous to have employees 
in this scenario request a refund of funds as soon as possible after separation.  A reduction in the interest 
rate can foster this action.   

In the second scenario where the terminated member defers receipt, the cost to the plan is more 
pronounced.  The Plan must hold the MACA for vested individuals who separate until an action occurs on 
the account.  Three actions could occur:  The member can request a refund plus interest, the member can 
wait until eligibility for a monthly benefit is achieved, or the member may pass away upon which case 
provisions regarding death of a member while eligible for retirement in Code Section 22-40(e) will apply.  
This can be costly to the plan if members have the ability to leave their MACA with TSRS and earn 
interest with no downside exposure.  This could be construed as a virtual savings account for those 
members with protection from financial market risk. It is also interesting to note that the interest rate 
crediting at banks for such a risk free investment (i.e. savings accounts) is less than 1%.  Additionally, 
providing a benefit upon eligibility or if the member dies before a benefit is requested lead to outflows 
(costs) to the plan that could be avoided if the member were to remove their monies from the System. 
Also, the present value of the benefit for these individuals is included in the Actuarial Accrued Liability 
for valuation purposes; accordingly this has the effect of negatively impacting contribution rates.  One 
final consideration involves a member who separates and utilizes their TSRS account balance to purchase 
creditable service in another governmental plan. The account balance from TSRS used in the calculation 
considers allocated interest.   

Supporting data has been included with this communication to display the effect on contribution rates as 
provided by GRS at the retreat.  Additionally, we have attached financial data extracted from the pension 
system to quantify for the Board the amount of interest historically paid at the 6%.  

GRS Summary and Conclusions from the data: 

The actuary indicated at the most recent Board retreat that the savings due to changing the interest 
crediting rate would be approximately .17% on the annual actuarially determined contribution.  Based on 
a payroll of $115 million, that would translate into an annual savings of $195,000 per year.   

Currently the MACA totals about $135 million dollars.  Reducing the interest crediting from 6% to 2% 
would reduce the interest allocated to this reserve by $5.4 million per year.  This is not representative of 
the annual savings to the plan (since those interest earnings allocated do not leave the plan except under 
certain circumstances).  Therefore, while the actual savings for TSRS may not appear significant, the 
policy of aligning the risk with the return will create a platform for using the TSRS dollars in a way that is 
better aligned for the TSRS members and employees and will also, in this time of strained resources, 
continue to move the plan in a direction of conserving resources in a way the benefits both the 
beneficiaries of the plan and the taxpayers. 

 



TSRS Staff Comment:   

At this time Staff feels a reduction in the MACA from 6% to 2% would be a prudent action.  As described 
above interest is allocated to each MACA regardless of market conditions and provides a risk free 
investment with a guarantee of the return of principle.  Accordingly, if the plan earns less than 6% in 
investment return we are providing a return to members that is greater than the market return on assets.  In 
the current market environment, investments that are virtually risk free, like a savings account with a 
bank, are returning less than 1%.  Therefore, given the allocation of interest to the MACA is guaranteed, 
the rate should be more reflective of the market environment for similar risk-profiled investments.  Staff 
feels 2% is reasonable as it is still above what a member could achieve in the market for similar risk, and 
it is comparable to the rate charged by the largest civil service plan in the State (the ASRS).         



Purpose: To present the counts and account balances of all active, vested and terminated not vest memebrs with estimate of interest effect.  

Account Balances Est. Per Annum Est. Per Annum Difference  Average per Average per

Type Count As of 06/30/2016 Interest at 6% Interest at 2% between 2% and 6% Member at 6% Member at 2%

Active 2,493         119,316,146$         7,158,969$          2,386,323$          4,772,646$                    2,872$                957$                   
Terminated Vested 307            15,072,821              904,369                301,456                602,913                          2,946                   982                     
Terminated Not Vested 82              746,174                    44,770                  14,923                  29,847                            546                      182                     

Totals: 2,882         135,135,141$         8,108,108$          2,702,703$          5,405,405$                    6,364$                2,121$               

*The above data is as of 6/30/2016 in order to be repesentative of the next interest allocation that will be based off 
   the account balances as of that date.

POPULATION DATA AND INTEREST RATE EFFECT



Purpose: To present actual amounts of interest allocated to member accumulated contribution account balances for the past
                    four fiscal years.

Date Active Deferred Total

12/31/14 3,631,843.16 364,607.59 3,996,450.75
06/30/15 3,677,020.12 383,564.68 4,060,584.80
12/31/15 3,683,647.73 407,109.10 4,090,756.83
6/30/16 3,379,951.80 437,296.82 3,817,248.62

TOTAL 15,965,041.00

ACTUAL INTEREST ALLOCATED

Active Deferred Total
12/31/14 3,631,843.16 364,607.59 3,996,450.75
06/30/15 3,677,020.12 383,564.68 4,060,584.80
12/31/15 3,683,647.73 407,109.10 4,090,756.83
6/30/16 3,379,951.80 437,296.82 3,817,248.62

0.00

500,000.00

1,000,000.00

1,500,000.00

2,000,000.00

2,500,000.00

3,000,000.00

3,500,000.00

4,000,000.00

4,500,000.00

6 % TSRS Interest

12/31/14 06/30/15 12/31/15 6/30/16

Total Interest credited to members account from 
12/31/2014 through 06/30/2016 = $ 15,965,041.00.

Note 1:  Active employee interest for 2016 offset by 
retirement incentive (FY 2016 ‐ 3rd and 4th quarter).  
All other data did not have any such offsets,  and 
differences in population  counts between fiscal years 
is not significant (<1%) 



Purpose:  To present actual refunds and rollover amounts paid over the past 4 fiscal years

FY TYPE TSRS TSRS II
FY 2013 REFUND  $1,158,975.84 $249,194.40
FY 2013 ROLLOVER  $426,577.07 $108,515.01
FY 2014 REFUND  $946,235.10 $233,027.59
FY 2014 ROLLOVER  $367,185.30 $167,112.81
FY 2015 REFUND  $950,729.42 $313,760.08
FY 2015 ROLLOVER  $265,524.30 $202,324.47
FY 2016 REFUND  $626,791.96 $228,740.70
FY 2016 ROLLOVER  $255,668.11 $355,405.41

$4,997,687.10 $1,858,080.47

Row Labels Sum of TSRS Sum of TSRS II

FY 2013 $1,585,552.91 $357,709.41

REFUND 13 $1,158,975.84 $249,194.40
ROLLOVER 13 $426,577.07 $108,515.01

FY 2014 $1,313,420.40 $400,140.40

REFUND 14 $946,235.10 $233,027.59
ROLLOVER 14 $367,185.30 $167,112.81

FY 2015 $1,216,253.72 $516,084.55

REFUND 15 $950,729.42 $313,760.08
ROLLOVER 15 $265,524.30 $202,324.47

FY 2016 $882,460.07 $584,146.11

REFUND 16 $626,791.96 $228,740.70
ROLLOVER 16 $255,668.11 $355,405.41

Grand Total $4,997,687.10 $1,858,080.47

TSRS REFUNDS AND ROLLOVERS FOR THE PAST 4 FISCAL YEARS
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Tucson Supplemental 
Retirement System 

RETIREMENT CHECKLIST 
BEFORE RETIREMENT 
 

1. Notify your department/supervisor that your last day of work will be: __________ 
 

2. Provide the Retirement Office with your email address to set up ESS account. 
 

3. Make appointment with Benefits Office to discuss  City insurance. 791-4597. 
 

4. Confirm whether your department will schedule your exit interview. If not, schedule one with HR. 
 

5. Consult the appropriate financial or tax planner and/or estate lawyer, etc., if required. 
 

ON YOUR LAST DAY 
 

1. Exit Interview begins in your department – You will be provided with an Employee Separation 
Clearance form during your departmental exit interview. 

 

2. Exit Interview progresses to Human Resources, 3rd floor, City Hall, 791-4241. Bring the Employee 
Separation Clearance form with you. 

 

3. Exit Interview progresses to Retirement, 5th floor, City Hall, 791-4598 
 

4. Exit Interview progresses to Payroll, 8th floor, City Hall, 791-4557. You will be given information about 
when your final paychecks will be ready.  

 

AFTER RETIREMENT 
 

1. Direct deposits are credited the last business day of the month. Pension statements for monthly 
direct deposits will be mailed quarterly – March, June, September, and December. 

 
2. Paycheck stubs can be downloaded and printed at www.tucsonaz.gov/employee-self-service.  
 

3. Your first paycheck will be dated __________ and will be prorated to reflect your retirement date.  
 

4. Notify the retirement office at 791-4598 of any change of address, contact information, or direct deposit 
information. 

 
5. Provide the retirement office with copies of relevant powers of attorney. 

 
 
 

 
_________________________________  ______________ 
Member’s Signature     Date 



September 30, 2016

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
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Tucson Supplemental Retirement System 
Executive Summary for Period Ending September 30, 2016 

 
Asset Allocation 

 
 
Total Fund Performance 
Returns for Periods Ended September 30, 2016 

  
Last 

Quarter Last Year 
Last 3 
Years 

Last 5 
Years 

Last 10 
years 

Total Fund Gross 4.16% 12.32% 7.97% 11.92% 6.30% 
Total Fund Net 4.04% 11.83% 7.49% 11.38% 5.77% 

Total Fund Benchmark* 3.65% 10.62% 7.11% 10.55% 5.97% 
            
Fiscal Year Returns            
  2017 2016 2015 2014 2013 
Total Fund Gross 4.16% 2.33% 4.63% 19.64% 14.84% 
Total Fund Net 4.04% 1.89% 4.17% 19.11% 14.21% 

Total Fund Benchmark* 3.65% 1.82% 4.34% 16.97% 12.87% 
 

 

 
Recent Developments 

 American Century non-U.S. small cap was funded during the second quarter of 2016; the 
third calendar quarter of 2016 marks the first full quarter of performance for TSRS. Pages 
62 and 63, link TSRS’s actual return to the product’s composite return history to show a 
longer track record that includes risk and risk adjusted returns. 

 
Organizational Announcements 
 NA  
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Active Manager Performance 
  Peer Group Ranking 

Fund 
Last 
Year 

Last 3 
Years 

Last 5 
Years 

PIMCO Stocks Plus 9 21 3 

T. Rowe Price Large Cap Growth 68 39 [8] 

Champlain Mid Cap 1 5 22 

FIAM Small Cap 62 21 10 

Causeway International Opportunities** 79 81 33 

Aberdeen EAFE Plus 14 96 [98] 

American Century Int'l Small Cap  [74]  [57]  [22] 

PIMCO Fixed Income 1 3 4 

JP Morgan Strategic Property Fund 51 41 26 
JP Morgan Income and Growth Fund 66 65 40 
        
* Brackets indicate actual performance linked with manager composite 
** Transitioned from International Value to International Opportunities, in May 2016   

 
 The relative performance of Aberdeen EAFE Plus had started to improve over the past 

few quarters before falling behind its benchmark again in the third quarter. Aberdeen 
EAFE Plus ranked 92nd percentile in its peer group over the last three months, but still 
places 14th in its peer group during the last one year period as of 9/30/16. Despite trailing 
the benchmark in the quarter by 2.6%, Aberdeen exceeded the benchmark by 3.7% 
(12.9% versus 9.3% for the benchmark) for the trailing 12-months. Aberdeen tries to 
invest in high quality businesses with strong fundamentals at reasonable prices. The 
portfolio management team has maintained their high conviction stance in a number of 
positions. Novartis and Roche, each 3.8% holdings of the 50 stock portfolio, struggled 
along with the overall Health Care sector as concerns about drug pricing and the 
impending U.S. election created negative sentiment and depressed prices. The portfolio 
management team believes the underlying fundamentals for both of these positions are 
still extremely strong. Stock selection within the Financials and Telecom sectors were 
also a headwind to performance. Aberdeen maintains that they will seek to own 
companies with strong competitive advantages, diversified revenue streams, and robust 
financing structures. 

 
 
 
 

Gordon Weightman, CFA   Paul Erlendson    
Vice President     Senior Vice President   
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Capital Markets Review



 

Στιχκερ Σηοχκ  

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

Μαρκετσ mαινταινεδ 

ηεαλτηψ λιθυιδιτψ ιν τηε 

τηιρδ θυαρτερ. Πριϖατε 

εθυιτψ φυνδραισινγ φελλ, βυτ ψεαρ−το−

δατε νυmβερσ αρε ϖερψ χλοσε το λαστ 

ψεαρ�σ. Τηε νυmβερ οφ νεω βυψουτ 

ινϖεστmεντσ ινχρεασεδ σλιγητλψ, βυτ 

ϖεντυρε χαπιταλ ινϖεστmεντσ φελλ. Ανδ 

τηε ΙΠΟ ωινδοω φορ βυψουτσ ανδ ςΧ 

ρεmαινεδ οπεν, ιφ ϕυστ α χραχκ. 

 

Χαλm Αφτερ τηε Στορm   

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ

Γλοβαλ στοχκ mαρκετσ ηιτ 

ηιγησ ασ ανξιετιεσ αβουτ 

τηε Βρεξιτ ϖοτε δωινδλεδ; 

εϖεν ευροζονε mαρκετσ διδ ωελλ 

ασ ιτ βεχαmε χλεαρ τηατ τηε Υ.Κ.�σ 

δεχισιον το λεαϖε τηε Ευροπεαν 

Υνιον ωουλδ νοτ βε χαταστροπηιχ. 

Χονσιστεντ ωιτη ινϖεστορσ� ρισκ−ον 

mενταλιτψ, εmεργινγ mαρκετσ ουτ−

παχεδ τηειρ δεϖελοπεδ πεερσ.

 

Χαν�τ Στοπ τηε Φεελινγ 

ΗΕDΓΕ ΦΥΝDΣ

Ηεδγε φυνδσ σηοωεδ 

mοδεστ ρετυρνσ δυρινγ 

τηε θυαρτερ, ωιτη εmεργ−

ινγ mαρκετσ τηε βεστ−περφορmινγ 

στρατεγψ. Χηοππψ mαρκετσ χαυγητ 

managed-futures funds a bit lat-
φοοτεδ. Ιν Χαλλαν�σ δαταβασε, τηε 

mεδιαν Χαλλαν Λονγ/Σηορτ Εθυιτψ 

ΦΟΦ (+4.26%) ουτπαχεδ τηε Χαλλαν 

Αβσολυτε Ρετυρν ΦΟΦ (+2.10%).

DΧ Παρτιχιπαντσ  

Σεεκ Χοϖερ

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

DΧ πλαν βαλανχεσ ιν−

χρεασεδ 1.67% ιν τηε 

σεχονδ θυαρτερ, αχχορδ−

ινγ το τηε Χαλλαν DΧ Ινδεξ�. 

Αλτηουγη τηε Ινδεξ ροσε 1.90%, ταρ−

γετ δατε φυνδσ ουτπαχεδ ιτ, γαινινγ 

2.02%. Unusually, money lowed 
ουτ οφ DΧ πλανσ, βψ 23 βασισ ποιντσ, 

ρατηερ τηαν ιντο τηεm ασ τψπιχαλλψ 

ηαππενσ.

Ρετυρνσ Τακε α  

Συmmερ ςαχατιον

ΡΕΑΛ ΕΣΤΑΤΕ

Βοτη τηε ΝΧΡΕΙΦ Προπ−

ερτψ Ινδεξ (+1.77%) ανδ 

τηε ΝΧΡΕΙΦ Οπεν Ενδ 

Diversiied Core Equity Index 

(+1.83%) τυρνεδ ιν τηειρ ωορστ περ−

formances since the irst quarter of 
2010. Γλοβαλ ΡΕΙΤσ διδ βεττερ τηαν 

Υ.Σ. ΡΕΙΤσ; ωορριεσ οϖερ α Φεδ ρατε 

ηικε αππεαρεδ το βε στρονγερ τηαν 

τηε ποστ−Βρεξιτ φαλλουτ.

Wιτη α Λιττλε Ηελπ 

Φροm Μψ Φριενδσ

ΦΥΝD ΣΠΟΝΣΟΡ

Τηε σεχονδ θυαρτερ�σ 

ωορστ περφορmερ, ενδοω−

mεντσ ανδ φουνδατιονσ, 

βεατ οτηερ φυνδ τψπεσ ιν τηε τηιρδ 

θυαρτερ ωιτη α 3.69% γαιν. Λαστ 

θυαρτερ�σ χηαmπσ, χορπορατε φυνδσ, 

inished last. Surprisingly, small 
φυνδσ βεατ λαργε ανδ mεδιυm φυνδσ.

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ 

Τηιρδ Θυαρτερ 2016

Cash (90-Day T-Bills)

U.S. Equity (Russell 3000)

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

Emerging Equity (MSCI Emerging Markets)

U.S. Fixed (Bloomberg Barclays Aggregate)

Non-U.S. Fixed (Bloomberg Barclays Global ex US)

Real Estate (NCREIF Property)

Hedge Funds (CS HFI)

Commodities (Bloomberg)

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

MSCI, NCREIF, Russell Investment Group

0.46%

1.03%

1.77%

1.74%

0.10%

-3.86%

4.40%

6.91%

9.03%

 

Σελλ ιν Μαψ? Νο Wαψ!    

Υ.Σ. ΕΘΥΙΤΨ

Τηε Σ&Π 500 Ινδεξ ηιτ α 

νεω ηιγη ανδ ροσε εϖερψ 

mοντη δυρινγ τηε τηιρδ 

θυαρτερ, ενδινγ υπ 3.85%. Σmαλλ 

χαπιταλιζατιον χοmπανιεσ ουτπερ−

φορmεδ λαργε χαπ (Ρυσσελλ 2000 

Ινδεξ +9.05% ϖσ. Ρυσσελλ 1000 

Ινδεξ +4.03%), ωηιλε γροωτη ουτ−

παχεδ ϖαλυε ιν αλλ χαπιταλιζατιονσ.

 

Οχτοβερ Συρπρισε 

ΕΧΟΝΟΜΨ

Ρεαλ ΓDΠ γρεω α συρπρισ−

ινγλψ στρονγ 2.9% ιν τηε 

τηιρδ θυαρτερ, τηε βεστ ρατε 

ιν τωο ψεαρσ. Βυτ τηε δαψσ οφ χον−

συmερσ δριϖινγ τηε εξπανσιον αρε 

λικελψ βεηινδ υσ, αλτηουγη ινϖεστ−

mεντσ ιν νονρεσιδεντιαλ χονστρυχ−

τιον ροσε αφτερ εαρλιερ ωεακνεσσ.

6
Π Α Γ Ε

2
Π Α Γ Ε

19
Π Α Γ Ε

 

Ηυτ, Ηυτ ... Ηικε!

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ

Τηε ψιελδ ον τηε βενχη−

mαρκ 10−ψεαρ Τρεασυρψ 

νοτε ηιτ α ρεχορδ λοω οφ 

1.37% ιν ϑυλψ, βυτ ενδεδ τηε τηιρδ 

θυαρτερ σλιγητλψ ηιγηερ. Ηιγη ψιελδ 

χορπορατεσ ωερε τηε στρονγεστ 

περφορmερ, ωηιλε Τρεασυριεσ ενδεδ 

τηε θυαρτερ ιν τηε ρεδ. Ινϖεστmεντ−

γραδε χορπορατε βονδ ισσυανχε σετ 

α ρεχορδ.

9
Π Α Γ Ε

4
Π Α Γ Ε

Γλοβε−Τροττινγ  

φορ Ψιελδ

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ 

Σοϖερειγν βονδ mαρκετσ 

στρενγτηενεδ δυρινγ τηε 

τηιρδ θυαρτερ, ωιτη εmεργ−

ινγ mαρκετ βονδσ ουτmυσχλινγ τηε 

δεϖελοπεδ mαρκετσ ασ ινϖεστορσ 

σουγητ ψιελδ. Μαϕορ χυρρενχιεσ ωερε 

mιξεδ ασ τηε Βριτιση πουνδ συφφερεδ 

φολλοωινγ τηε Βρεξιτ. Ανδ τηερε ισ 

νοω οϖερ ∃12 τριλλιον οφ νεγατιϖε− 

ψιελδινγ δεβτ γλοβαλλψ.

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 
ΙΝΣΤΙΤΥΤΕ Χαπιταλ 

Μαρκετ  
Ρεϖιεω
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Οχτοβερ Συρπρισε 

ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

Ρεαλ γροσσ δοmεστιχ προδυχτ (ΓDΠ) γρεω 2.9% ιν τηε τηιρδ θυαρ−

τερ, mυχη στρονγερ τηαν εξπεχτεδ, προϖιδινγ α πλεασαντ συρπρισε 

in a year illed with unpleasant ones. Third-quarter growth was 
βψ φαρ τηε στρονγεστ τηισ ψεαρ ανδ τηε βεστ θυαρτερλψ ρατε ιν τωο 

ψεαρσ. Περσοναλ χονσυmπτιον ηασ βεεν δριϖινγ γροωτη ιν τηε Υ.Σ. 

φορ τηε παστ σεϖεραλ ψεαρσ, βυτ ωηιλε χονσυmπτιον αχχουντεδ φορ 

half of the growth in the third quarter, its inluence weakened.

Οτηερ τηιρδ−θυαρτερ συρπρισεσ ινχλυδεδ: α ρεϖερσαλ ιν νονρεσιδεν−

tial ixed investment; continued growth in software and infor−
mατιον προχεσσινγ; αν υπτιχκ ιν φεδεραλ γοϖερνmεντ σπενδινγ; 

στρενγτη ιν εξπορτσ; ανδ α ρετυρν το ινϖεντορψ ινϖεστmεντ. Dραγσ 

χαmε φροm α δεχλινε ιν ρεσιδεντιαλ ινϖεστmεντ ανδ ωεακνεσσ ιν 

στατε ανδ λοχαλ γοϖερνmεντ σπενδινγ, αλονγ ωιτη αν ινχρεασε ιν 

ιmπορτσ, ωηιχη αρε α νεγατιϖε ιν τηε χαλχυλατιον οφ ΓDΠ.

Πολιτιχαλ ανδ εχονοmιχ σηοχκσ�Χηινα�σ ινδυστριαλ ρεχεσσιον, 

Βρεξιτ, τηε Υ.Σ. ελεχτιον�ηαϖε ινχρεασεδ υνχερταιντψ ανδ ηαm−

περεδ γλοβαλ γροωτη, mακινγ mανψ βυσινεσσεσ ινχρεασινγλψ ρισκ 

αϖερσε. Αδδ τηε υνχερταιντψ στεmmινγ φροm τηε γλοβαλ mονεταρψ 

πολιχψ εξπεριmεντ στιλλ υνδερωαψ�νοτ τηε λεαστ οφ ωηιχη ινϖολϖεσ 

τηε γυεσσινγ γαmε ρεγαρδινγ τηε Φεδ�σ ιντερεστ ρατε πολιχψ�ανδ 

εξπεχτατιονσ φορ Υ.Σ. γροωτη σουρεδ ασ τηε ψεαρ υνφολδεδ.

Real GDP came in very weak in the irst quarter and disappointed 
αγαιν ιν τηε σεχονδ, χοινχιδινγ ωιτη τηε Βρεξιτ ϖοτε ιν λατε ϑυνε 

ωηεν τηε Υ.Κ. χηοσε το λεαϖε τηε Ευροπεαν Υνιον. Χονσενσυσ 

εξπεχτατιονσ φορ τηε τηιρδ θυαρτερ ηαδ ΓDΠ γροωτη φαλλινγ βελοω 

2%, εϖεν διππινγ το 1.5% ασ ρεχεντλψ ασ Σεπτεmβερ. Ηοωεϖερ, 

τηε ϕοβ mαρκετ ρεmαινεδ σουνδ, χονσυmερ σεντιmεντ σταψεδ 

βυοψαντ, ανδ τηε αντιχιπατεδ τυρναρουνδσ ιν ινϖεντορψ ανδ νον−

residential ixed investment actually materialized.

Τηε δαψσ οφ χονσυmερ σπενδινγ δριϖινγ τηισ εξπανσιον αρε 

λικελψ βεηινδ υσ. Χονσυmπτιον σλοωεδ φροm α ροβυστ 4.3% γαιν 

ιν τηε σεχονδ θυαρτερ το 2.1% ιν τηε τηιρδ; τηισ ωιλλ λικελψ βε τηε 

νορm γοινγ φορωαρδ. Χονσυmερσ ενϕοψεδ α ρεαλ σηοτ ιν τηε αρm 

φροm στρονγ ϕοβ γαινσ φορ σεϖεραλ ψεαρσ ανδ α �διϖιδενδ� φροm 

λοω χοmmοδιτψ πριχεσ. Τηε Υ.Σ. εχονοmψ χρεατεδ αν αϖεραγε 

of 178,000 jobs per month through the irst three quarters of 
2016. Wηιλε σολιδ, τηισ ισ α δεχελερατιον φροm τηε 211,000 ρατε 

in the irst nine months of 2015. Although support from the job 
mαρκετ ανδ χοmmοδιτψ πριχεσ ισ ωανινγ, ηουσεηολδσ αρε στιλλ 

beneiting from increases in real wages, disposable incomes, 
ανδ ασσετ ϖαλυεσ. 

Highly anticipated reversals in inventory and nonresidential ixed 
ινϖεστινγ προϖιδεδ mεανινγφυλ γαινσ το τηε εχονοmψ ιν τηε τηιρδ 

02 039697 98 99 00 01 04 05 06 07 08 09 10 11 12 13 14 15 16
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3Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Υ.Σ. ΕΧΟΝΟΜΨ (Χοντινυεδ)

θυαρτερ. Τηε Υ.Σ. ηασ συφφερεδ τηρουγη αν εξτενδεδ ινϖεντορψ 

χορρεχτιον, χαυσινγ αν ουτσιζεδ ιmπαχτ ον οϖεραλλ γροωτη: ινϖεν−

τορψ χοντραχτιον χυτ 1.2% φροm ΓDΠ γροωτη ιν τηε σεχονδ θυαρ−

ter, the ifth straight quarterly hit. Inventory investment turned 
τηε χορνερ, αδδινγ 0.6% το τηιρδ−θυαρτερ ΓDΠ. Αφτερ α σιξ−θυαρτερ 

χολλαπσε, ινϖεστmεντ ιν mινινγ ανδ πετρολευm στρυχτυρεσ βεγαν 

το ρεϖιϖε ιν τηε τηιρδ θυαρτερ, ανδ τηε δριλλινγ ριγ χουντ βουνχεδ 

υπ φροm αν αλλ−τιmε λοω ιν τηε σεχονδ θυαρτερ. Τηισ ινϖεστmεντ ιν 

τηε ενεργψ σεχτορ, αλονγ ωιτη γαινσ ιν οτηερ τψπεσ οφ στρυχτυρεσ, 

pushed nonresidential ixed investment up 3.1%.

Σιmιλαρ γαινσ ελυδεδ ρεσιδεντιαλ χονστρυχτιον, ηοωεϖερ, ωηερε 

demand appears robust, but supply and inancing constraints 
αρε ηαmπερινγ τηε ρεχοϖερψ. Ρεαλ ρεσιδεντιαλ ινϖεστmεντ ηαδ 

been making progress for ive years, but fell 7.7% in the sec−

ονδ θυαρτερ ανδ 6.2% ιν τηε τηιρδ. Dεmανδ φορ ηουσινγ αππεαρσ 

το βε σολιδ, βυτ σαλεσ οφ βοτη εξιστινγ ανδ νεω ηοmεσ φελλ δυρ−

ινγ τηε τηιρδ θυαρτερ. Ποτεντιαλ ηοmεβυψερσ αρε στιλλ ηαmπερεδ 

by restricted access to mortgage inancing, and homebuilders 
ινχρεασινγλψ ρεπορτ χηαλλενγεσ το ηιρινγ χραφτ λαβορ φορ προϕεχτσ.

Τηε Φεδ ρεφραινεδ φροm ραισινγ ιντερεστ ρατεσ οϖερ τηε συmmερ, 

χονχερνεδ αβουτ εχονοmιχ υνχερταιντψ ανδ νεγατιϖε σεντιmεντ 

ιν τηε χαπιταλ mαρκετσ. Τηε mαρκετσ νοω εξπεχτ τηε Φεδ το ραισε 

τηε σηορτ−τερm φεδεραλ φυνδσ ρατε 25 βασισ ποιντσ ιν Dεχεmβερ, 

ανδ περηαπσ τωιχε mορε ιν 2017, βυτ τηεσε αρε φεωερ ινχρεασεσ 

τηαν πρεϖιουσλψ πρεδιχτεδ. Ιν αδδιτιον, τηε λονγ−τερm εθυιλιβριυm 

φεδεραλ φυνδσ ρατε ταργετ ηασ βεεν χυτ φροm 3% το 2.6%.

Αρε χεντραλ βανκσ αρουνδ τηε γλοβε ρυννινγ ουτ οφ αmmυνιτιον? 

Ρατηερ τηαν α δεαρτη οφ αmmυνιτιον, ιτ σεεmσ τηε εφφεχτιϖενεσσ 

οφ mονεταρψ πολιχψ ισ διmινισηινγ ανδ ωιτη ιτ τηε χρεδιβιλιτψ οφ χεν−

τραλ βανκσ. Αφτερ τηε Γρεατ Ρεχεσσιον, χεντραλ βανκερσ σηοωεδ 

α ρεmαρκαβλε ωιλλινγνεσσ το τρψ υνορτηοδοξ πολιχιεσ, ινχλυδινγ 

θυαντιτατιϖε εασινγ (ΘΕ) ανδ νεγατιϖε ιντερεστ ρατεσ. Βυτ περσισ−

τεντ βανκινγ προβλεmσ (παρτιχυλαρλψ ιν Ευροπε ανδ ϑαπαν) ηαϖε 

mαδε ΘΕ λεσσ εφφεχτιϖε, ασ χεντραλ βανκ φυνδσ αρε υσεδ το ρεβυιλδ 

bank balance sheets rather than for lending. In addition, tight is−

χαλ πολιχιεσ ηαϖε οφφσετ ποτεντιαλ γαινσ φροm mονεταρψ στιmυλυσ. 

Ανδ αλλ ρεγιονσ ηαϖε σεεν α δροπ ιν προδυχτιϖιτψ γροωτη, ρεδυχ−

ing the effectiveness of monetary or iscal stimulation. 

Τηε Λονγ−Τερm ςιεω  

2016

3ρδ Θτρ

Περιοδσ ενδεδ Dεχ. 31, 2015

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

U.S. Equity
Ρυσσελλ 3000 4.40 0.48 12.18 7.35 10.03

Σ&Π 500 3.85 1.38 12.57 7.31 9.82

Ρυσσελλ 2000 9.05 −4.41 9.19 6.80 10.50

Non-U.S. Equity
ΜΣΧΙ ΕΑΦΕ 6.43 −0.81 3.60 3.03 5.40

ΜΣΧΙ Εmεργινγ Μαρκετσ 9.03 −14.92 −4.80 3.61 �

Σ&Π εξ−Υ.Σ. Σmαλλ Χαπ 7.98 5.92 5.51 5.33 6.80

Φιξεδ Ινχοmε

Βλοοmβεργ Βαρχλαψσ Αγγ 0.46 0.55 3.25 4.51 6.15

90−Dαψ Τ−Βιλλ 0.10 0.05 0.07 1.24 2.93

Βλοοmβεργ Βαρχλαψσ Λονγ Γ/Χ 1.24 −3.30 6.98 6.45 8.08

Χιτι Νον−Υ.Σ. Γοϖερνmεντ 0.59 −5.54 −1.30 3.05 5.37

Ρεαλ Εστατε

ΝΧΡΕΙΦ Προπερτψ 1.77 13.33 12.18 7.76 8.05

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ −1.43 3.20 11.96 7.41 12.13

Αλτερνατιϖεσ

ΧΣ Ηεδγε Φυνδ 1.74 −0.71 3.55 4.97 �

Χαmβριδγε ΠΕ∗ � 8.50 12.41 11.50 15.59

Βλοοmβεργ Χοmmοδιτψ −3.86 −24.66 −13.47 −6.43 �

Γολδ Σποτ Πριχε −0.27 −10.46 −5.70 7.41 4.02

Inlation � ΧΠΙ−Υ 0.17 0.73 1.53 1.86 2.30

*Private equity data is time-weighted return for period. Most recent quarterly data not available.

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

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

Economic Analysis.

Ρεχεντ Θυαρτερλψ Εχονοmιχ Ινδιχατορσ

3Θ16 2Θ16 1Θ16 4Θ15 3Θ15 2Θ15 1Θ15 4Θ14

Εmπλοψmεντ Χοστ�Τοταλ Χοmπενσατιον Γροωτη 2.3% 2.3% 1.9% 2.0% 2.0% 2.0% 2.6% 2.2%

Νονφαρm Βυσινεσσ�Προδυχτιϖιτψ Γροωτη 0.6%∗ −0.6% −0.6% −1.7% 2.0% 3.1% −0.8% −1.7%

ΓDΠ Γροωτη 2.9% 1.4% 0.8% 0.9% 2.0% 2.6% 2.0% 2.3%

Μανυφαχτυρινγ Χαπαχιτψ Υτιλιζατιον 75.0% 74.9% 75.3% 75.4% 75.6% 75.5% 75.5% 76.0%

Χονσυmερ Σεντιmεντ Ινδεξ (1966=100)  90.3  92.4  91.5  91.3  90.8  94.2  95.5  89.8 

*Estimate.

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, IHS Economics, Reuters/University of  Michigan.
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Wιτη α Λιττλε Ηελπ Φροm Μψ Φριενδσ 

ΦΥΝD ΣΠΟΝΣΟΡ |  Κιττψ Λιν

Ιν α σηαρπ σηιφτ φροm λαστ θυαρτερ, ενδοωmεντσ ανδ φουνδατιονσ 

τυρνεδ αρουνδ ανδ περφορmεδ βεττερ τηαν αλλ οτηερ ινστιτυτιοναλ 

φυνδ τψπεσ, ωιτη α mεδιαν +3.69% ρετυρν. Χορπορατε φυνδσ, 

λαστ θυαρτερ�σ βεστ περφορmερ, βρουγητ υπ τηε ρεαρ ατ +3.28%. 

Τηε mεδιαν ρετυρν φορ αλλ φυνδ τψπεσ ωασ +3.44%, αχχορδινγ το 

Χαλλαν�σ δαταβασε.

Ιντερεστινγλψ, τηε ρανκινγσ σηιφτεδ σλιγητλψ ωηεν λοοκινγ ατ τηε 

τοπ 10% οφ ρετυρνσ. Ενδοωmεντσ ανδ φουνδατιονσ στιλλ τοππεδ 

τηε λιστ (+4.25%), βυτ Ταφτ−Ηαρτλεψ φυνδσ ρανκεδ λαστ (+3.94%). 

Στιλλ, χορπορατε φυνδσ ανδ Ταφτ−Ηαρτλεψ φυνδσ ηαϖε δονε βεστ 

οϖερ λονγερ τιmε περιοδσ. Χορπορατεσ αρε ον τοπ οϖερ τηε λαστ 

15 ψεαρσ (+6.89% αννυαλιζεδ) ωηιλε Ταφτ−Ηαρτλεψ φυνδσ εδγεδ 

them out over the last ive years (+9.84%).

Τηε ουτπερφορmανχε φροm ενδοωmεντσ/φουνδατιονσ στεmmεδ 

φροm τηειρ �φριενδσ� ιν τηε στοχκ mαρκετ: νον−Υ.Σ εθυιτιεσ. Τηε 

ΜΣΧΙ ΑΧWΙ εξ−ΥΣΑ Ινδεξ γαινεδ 6.91% ιν τηε τηιρδ θυαρ−

τερ, χοmπαρεδ το +4.03% φορ τηε Ρυσσελλ 1000 Ινδεξ. Τηατ 

χαmε δεσπιτε τηε σηοχκ οφ τηε Υ.Κ.�σ Βρεξιτ ϖοτε το λεαϖε τηε 

Ευροπεαν Υνιον.

Τηε υνδερπερφορmανχε φροm χορπορατε φυνδσ στεmmεδ φροm 

higher allocations to U.S. ixed income; in fact, both U.S. and 
non-U.S. ixed income markets continued to show lacklus−

τερ περφορmανχε (Βλοοmβεργ Βαρχλαψσ Αγγρεγατε Ινδεξ: 

+0.46%, Χιτι Νον−Υ.Σ. Wορλδ Γοϖερνmεντ Βονδ Ινδεξ: 

+0.59%). Τηε δεχισιον οφ χεντραλ βανκσ ιν Ευροπε ανδ ϑαπαν 

νοτ το χυτ ρατεσ ανδ τηε υπχοmινγ Υ.Σ. ελεχτιον mαψ ηαϖε χον−

τριβυτεδ το τηε δισαπποιντινγ ρετυρνσ φορ βοτη ιν τηε θυαρτερ. Ασ 

ixed income markets look less attractive these days, corporate 
φυνδσ ινχρεασεδ τηειρ αλλοχατιον οφ χαση χοmπαρεδ το τηε πρεϖι−

ουσ θυαρτερ.

Βψ σιζε, ρετυρνσ ϖαριεδ mυχη λεσσ. Βοτη λαργε (mορε τηαν ∃1 

βιλλιον ιν ασσετσ) ανδ mεδιυm φυνδσ (∃100 mιλλιον το ∃1 βιλλιον) 

γαινεδ 3.43%, βυτ συρπρισινγλψ σmαλλ φυνδσ (λεσσ τηαν ∃100 mιλ−

λιον) ουτπαχεδ βοτη, ατ +3.47%. Οϖερ τηε λονγ ηαυλ λαργε φυνδσ 

ωερε τηε χηαmπσ, +7.05% οϖερ 15 ψεαρσ ϖερσυσ +6.58% φορ 

mεδιυm φυνδσ ανδ +6.35% φορ σmαλλ φυνδσ.

Χαλλαν Dαταβασε Μεδιαν Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

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

Πυβλιχ Φυνδσ 3.43 6.65 9.63 6.12 9.30 5.66 6.72

Χορπορατε Φυνδσ 3.28 7.64 10.22 6.29 9.22 5.91 6.89

Ενδοωmεντσ/Φουνδατιονσ 3.69 6.13 8.81 4.99 8.52 5.39 6.54

Ταφτ−Ηαρτλεψ 3.32 6.49 9.45 6.74 9.84 5.58 6.26

*Returns less than one year are not annualized.

Source: Callan. Callan’s database includes the following groups: public deined beneit, corporate deined beneit, endowments/foundations, and Taft-Hartley plans. Approxi-

mately 10% to 15% of  the database constituents are Callan’s clients. All database group returns presented gross of  fees. Past performance is no guarantee of  future results. 

Reference to or inclusion in this report of  any product, service, or entity should not be construed as a recommendation, approval, ailiation, or endorsement of  such product, 

service, or entity by Callan.
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  Public Corporate Endow/Fndn Taft-Hartley
  Database Database Database Database

 10th Percentile 4.01 4.05 4.25 3.94

 25th Percentile 3.74 3.68 3.99 3.65

 Median 3.43 3.28 3.69 3.32

 75th Percentile 3.07 2.75 3.29 3.02

 90th Percentile 2.60 1.82 2.86 2.65

Χαλλαν Φυνδ Σπονσορ Ρετυρνσ φορ τηε Θυαρτερ

Source: Callan
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ΦΥΝD ΣΠΟΝΣΟΡ (Χοντινυεδ)
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U.S. Balanced

U.S. Equity

Non-U.S. Equity

Global Equity

1.7%
3.2%
3.5%

Public

3.43%*

34.2%

15.2%

27.3%

1.8%

2.6%

6.5%

1.1%

3.7%
4.0%

5.0%

1.5%

Endowment/

Foundation

3.69%*

33.8%

17.1%

20.4%

2.6%

1.0%

0.7%

7.5%

2.0% 9.4%

1.7%

Taft-Hartley

3.32%*

0.4%

Corporate

3.28%*
1.0%

2.3%

1.5% 0.6%

35.1%

26.0%

10.5%

1.6%

4.8%

12.1%

4.5%
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2.6%

27.4%

40.0%
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Χαλλαν Φυνδ Σπονσορ Αϖεραγε Ασσετ Αλλοχατιον

Χαλλαν Πυβλιχ Φυνδ Dαταβασε Αϖεραγε Ασσετ Αλλοχατιον (10 Ψεαρσ)

Source: Callan. Callan’s database includes the following groups: public deined beneit, corporate deined beneit, endowments/foundations, and Taft-Hartley plans. Approxi-

mately 10% to 15% of  the database constituents are Callan’s clients. All database group returns presented gross of  fees. Past performance is no guarantee of  future results. 

Reference to or inclusion in this report of  any product, service, or entity should not be construed as a recommendation, approval, ailiation, or endorsement of  such product, 

service, or entity by Callan.

*Latest median quarter return.

Note: charts may not sum to 100% due to rounding.

Source: Callan
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Source: Russell Investment Group 

Σελλ ιν Μαψ? Νο Wαψ!  

Υ.Σ. ΕΘΥΙΤΨ |  Μαρκ Wοοδ, ΧΦΑ 

Τηε Σ&Π 500 Ινδεξ χλιmβεδ το ιτσ αλλ−τιmε ηιγη οφ 2,193 ον 

August 15 and inished the quarter up 3.85%, ending in posi−
τιϖε τερριτορψ φορ τηε φουρτη θυαρτερ ιν α ροω. Τηε εαρλψ δαψσ οφ 

τηε θυαρτερ ωερε χηαραχτεριζεδ βψ α στρονγ ρεβουνδ ιν εθυιτψ 

mαρκετσ φολλοωινγ τηε λατε ϑυνε ϖοτε ιν τηε Υ.Κ. το λεαϖε τηε 

Ευροπεαν Υνιον (Βρεξιτ). Μαρκετ ϖολατιλιτψ (ασ mεασυρεδ βψ 

ςΙΞ) σπικεδ ιν τηε ιmmεδιατε αφτερmατη βυτ ρετρεατεδ ϕυστ 

ασ θυιχκλψ ασ ινϖεστορσ αβσορβεδ τηε σηοχκ. Τηε σωιφτ πιϖοτ, 

χουπλεδ ωιτη οπτιmισm οϖερ Υ.Σ. εχονοmιχ προσπεχτσ ανδ 

εασινγ φεαρσ ον Χηινα, λεδ το α ρισκ−ον ενϖιρονmεντ. ϑυλψ προ−

δυχεδ τηε στρονγεστ ρετυρνσ οφ τηε θυαρτερ αχροσσ mαρκετ χαπ−

ιταλιζατιονσ; Αυγυστ ανδ Σεπτεmβερ τραδεδ ιν α ναρροω (βυτ 

υλτιmατελψ ποσιτιϖε) ρανγε ασ mαρκετσ αντιχιπατεδ τηε Φεδ�σ 

ιντερεστ ρατε δεχισιον ιν mιδ−Σεπτεmβερ, ωηιχη ωασ το φορεγο 

α ρατε ηικε. Φορειγν δεϖελοπεδ mαρκετ ινδιχεσ ουτπερφορmεδ 

τηε Σ&Π 500 ανδ, χονσιστεντ ωιτη τηε θυαρτερ�σ ρισκ−ον τηεmε, 

εmεργινγ mαρκετσ ωερε τηε τοπ περφορmερσ.

Σιζε ωασ τηε σινγλε βιγγεστ δετερmιναντ οφ περφορmανχε. 

Σmαλλερ χοmπανιεσ διδ βεττερ�mιχρο, σmαλλ, ανδ mιδ−χαπι−

ταλιζατιον χοmπανιεσ ουτπαχεδ λαργε−χαπ στοχκσ (Ρυσσελλ 

Μιχροχαπ Ινδεξ: +11.25%, Ρυσσελλ 2000 Ινδεξ: +9.05%, 

Ρυσσελλ Μιδχαπ Ινδεξ: +4.52%, ανδ Ρυσσελλ 1000 Ινδεξ: 

+4.03%). Αδδιτιοναλλψ, αφτερ τωο στρονγ θυαρτερσ ϖαλυε υνδερ−

περφορmεδ γροωτη ιν αλλ χαπιταλιζατιονσ (Ρυσσελλ 2000 ςαλυε 

Ινδεξ: +8.87% ανδ Ρυσσελλ 2000 Γροωτη Ινδεξ: +9.22%). 

Τηε δισπερσιον ιν στψλε ρετυρνσ ωασ ναρροω αχροσσ mαρκετ 

χαπιταλιζατιονσ, ωιτη τηε ωιδεστ (110 βπσ) ιν λαργε χαπ (Ρυσσελλ 

1000 Γροωτη mινυσ Ρυσσελλ 1000 ςαλυε). Dεφενσιϖε ανδ 

ηιγη−διϖιδενδ ψιελδ εξποσυρεσ σολδ οφφ δυρινγ τηε τηιρδ θυαρτερ 

βυτ ηαϖε περφορmεδ ωελλ ψεαρ−το−δατε δυε το τηε ινχρεασεδ 

γλοβαλ εχονοmιχ υνχερταιντψ εαρλιερ ιν 2016. 

Russell 1000 Russell 2000

UtilitiesConsumer 

Staples

Health CareEnergyConsumer 

Discretionary

Materials & 

Processing

Producer 

Durables

Financial 

Services

Technology

13.2%

18.0%

5.2%

7.5%
9.0%

4.1%

10.4%

3.4%
5.0%

2.6%

12.2%

1.6%

13.6%

-2.7%
-1.9%

-5.3% -4.8%

4.2%

Εχονοmιχ Σεχτορ Θυαρτερλψ Περφορmανχε 

Note: As of  the fourth quarter of  2015, the Capital Market Review reports sector-speciic returns using the Russell Global Sectors (RGS) classiication system rather than the 

Global Industry Classiication Standard (GICS) system. RGS uses a three-tier classiication system containing nine sectors; GICS uses a four-tier system containing 11 sectors.
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Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)

Sector performance relected the shift in risk attitudes. Among 
τηε ωορστ−περφορmινγ σεχτορσ ιν τηε Σ&Π 500 δυρινγ τηε θυαρτερ 

ωερε Υτιλιτιεσ (−0.7%), Χονσυmερ Σταπλεσ (−0.7%), ανδ Τελεχοm 

(+1.0%)�αλλ σεχτορσ ασσοχιατεδ ωιτη λοωερ ϖολατιλιτψ ανδ ηιγηερ 

διϖιδενδ ψιελδσ. Αφτερ α στρονγ περφορmανχε ιν τηε σεχονδ θυαρ−

τερ, Ενεργψ ρετρεατεδ, ποστινγ α 1.9% λοσσ φορ τηε θυαρτερ. Τηε 

mορε γροωτη−οριεντεδ, ρισκ−ον σεχτορσ, Τεχηνολογψ (+7.9%) ανδ 

Ηεαλτη Χαρε (+4.9%), ωερε τηε τοπ περφορmερσ. Ιν α νεω δεϖελ−

οπmεντ, ΡΕΙΤσ ανδ οτηερ λιστεδ ρεαλ εστατε χοmπανιεσ ωερε 

εξτραχτεδ φροm τηε Φινανχιαλσ σεχτορ ανδ ελεϖατεδ το α νεω Ρεαλ 

Estate sector in the Global Industry Classiication Standard 
(ΓΙΧΣ). Τηε νεω σεχτορ, ρεπρεσεντινγ 3.1% οφ τηε Σ&Π 500, ηαδ 

a tough start, inishing down 2.1%.

Τηε Υ.Σ. εθυιτψ mαρκετ χοντινυεδ το ρισε, εϖεν ασ ινϖεστορ 

σεντιmεντ ωαϖερεδ βετωεεν ποσιτιϖε ανδ νεγατιϖε οϖερ τηε 

course of the quarter. Active managers continue to ind it a dif−
icult environment to outperform as macro factors dominated 
πριχε αχτιϖιτψ ανδ περφορmανχε ιν εθυιτψ mαρκετσ. 

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

 10th Percentile 8.20 5.87 12.32 9.71

 25th Percentile 6.29 4.81 10.46 8.60

 Median 5.28 3.78 7.85 7.64

 75th Percentile 4.18 3.20 6.83 6.26

 90th Percentile 2.45 2.03 5.69 5.52

   R1000 Growth R1000 Value  R2000 Growth  R2000 Value

 Benchmark  4.58 3.48 9.22 8.87

0%
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10%

15%

Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ
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Ρολλινγ Ονε−Ψεαρ Ρελατιϖε Ρετυρνσ  (ϖσ. Ρυσσελλ 1000)

U.S. Equity Index Characteristics as of September 30, 2016

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

Νυmβερ οφ Ισσυεσ 507 2,955 994 794 2,459 1,961

Wτδ Αϖγ Μκτ Χαπ (∃βν) 134.8 112.6 121.7 12.6 4.0 1.8

Πριχε/Βοοκ Ρατιο 2.7 2.6 2.7 2.4 2.1 2.0

Φορωαρδ Π/Ε Ρατιο 16.9 17.4 17.2 18.9 19.2 19.8

Dιϖιδενδ Ψιελδ 2.1% 2.0% 2.0% 1.7% 1.6% 1.5%

5−Ψρ Εαρνινγσ (φορεχαστεδ) 12.5% 12.5% 12.5% 11.2% 12.0% 13.5%

Sources: Russell Investment Group, Standard & Poor’s.

Source: Russell Investment Group Sources: Callan, Russell Investment Group
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Large Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Λαργε Χαπ Χορε Στψλε 4.55 5.71 12.77 10.64 16.13 7.39 7.80

Ρυσσελλ 3000 4.40 8.18 14.96 10.44 16.36 7.37 7.61

Ρυσσελλ 1000 4.03 7.92 14.93 10.78 16.41 7.40 7.48

Σ&Π 500 3.85 7.84 15.43 11.16 16.37 7.24 7.15

Λαργε Χαπ Γροωτη Στψλε 5.28 3.69 11.27 10.85 16.24 8.94 7.55

Ρυσσελλ 1000 Γροωτη 4.58 6.00 13.76 11.83 16.60 8.85 7.35

Λαργε Χαπ ςαλυε Στψλε 3.78 7.61 13.71 8.99 15.88 6.54 8.08

Ρυσσελλ 1000 ςαλυε 3.48 10.00 16.20 9.70 16.15 5.85 7.46

Mid Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Μιδ Χαπ Χορε Στψλε 4.98 7.80 11.05 9.88 16.81 8.65 10.96

Ρυσσελλ Μιδχαπ 4.52 10.26 14.25 9.70 16.67 8.32 10.44

Μιδ Χαπ Γροωτη Στψλε 4.05 4.30 6.98 6.98 14.55 8.62 9.53

Ρυσσελλ Μιδχαπ Γροωτη 4.59 6.84 11.24 8.90 15.85 8.51 9.66

Μιδ Χαπ ςαλυε Στψλε 4.82 9.73 13.35 9.30 16.62 8.48 10.99

Ρυσσελλ Μιδχαπ ςαλυε 4.45 13.72 17.26 10.49 17.38 7.89 10.72

Small Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σmαλλ Χαπ Χορε Στψλε 7.62 10.07 14.32 8.51 17.63 8.55 11.31

Ρυσσελλ 2000 9.05 11.46 15.47 6.71 15.82 7.07 9.26

Σmαλλ Χαπ Γροωτη Στψλε 7.85 6.52 8.73 5.47 15.82 9.13 9.81

Ρυσσελλ 2000 Γροωτη 9.22 7.48 12.12 6.58 16.15 8.29 8.90

Σmαλλ Χαπ ςαλυε Στψλε 7.64 12.74 15.90 7.92 17.11 8.05 11.63

Ρυσσελλ 2000 ςαλυε 8.87 15.49 18.81 6.77 15.45 5.78 9.38

Smid Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σmιδ Χαπ Χορε Στψλε 6.32 9.21 12.42 7.64 16.34 9.96 �

Ρυσσελλ 2500 6.56 10.80 14.44 7.77 16.30 7.95 10.07

Σmιδ Χαπ Γροωτη Στψλε 6.03 4.73 8.39 6.01 15.25 9.23 9.85

Ρυσσελλ 2500 Γροωτη 6.98 6.95 11.02 7.43 16.20 8.82 9.52

Σmιδ Χαπ ςαλυε Στψλε 6.39 12.17 14.71 7.37 16.23 8.56 11.41

Ρυσσελλ 2500 ςαλυε 6.18 14.51 17.68 8.05 16.29 6.92 10.17

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

Χονσυmερ Dισχρετιοναρψ 3.50 4.52 8.99 9.57 19.01 10.11 �

Χονσυmερ Σταπλεσ −2.67 7.48 15.77 13.92 15.95 11.57 �

Ενεργψ 2.87 17.69 16.60 −4.26 4.72 3.84 �

Φινανχιαλ Σερϖιχεσ 5.44 4.35 10.18 9.69 17.97 0.87 �

Ηεαλτη Χαρε 2.40 0.92 9.82 14.21 20.52 10.82 �

Ματεριαλσ & Προχεσσινγ 4.98 16.18 25.84 7.17 14.12 6.94 �

Προδυχερ Dυραβλεσ 4.61 10.99 18.76 9.54 17.48 7.29 �

Τεχηνολογψ 13.49 13.07 22.76 16.28 17.08 10.27 �

Υτιλιτιεσ −5.31 17.12 21.88 11.87 12.44 7.07 �

*Returns less than one year are not annualized.

Sources: Callan, Russell Investment Group, Standard & Poor’s.

Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)



9Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Χαλm Αφτερ τηε Στορm 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ |  Ιρινα Συσηχη

Φολλοωινγ τωο ηιγηλψ ϖολατιλε θυαρτερσ, τηε τηιρδ θυαρτερ οφ 2016 

βυχκεδ τηε τρενδ�ϖολατιλιτψ ωασ εξχεπτιοναλλψ λοω ασ ινϖεστορσ 

αππεαρεδ χοmπλαχεντ αβουτ χοντινυεδ αχχοmmοδατιϖε χεντραλ 

βανκ πολιχιεσ ανδ στεαδψ, αλβειτ σλοω, εχονοmιχ γροωτη. Α ρισκ−

ον ραλλψ λεδ το στοχκ mαρκετ ηιγησ ασ ανξιετιεσ αβουτ τηε Υ.Κ.�σ 

Βρεξιτ ϖοτε το εξιτ τηε Ευροπεαν Υνιον δωινδλεδ.

Ιν τηισ ενϖιρονmεντ, τηε ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Ινδεξ ροσε 6.91%. 

Ιν χοντραστ το τηε πρεϖιουσ θυαρτερ, εχονοmιχαλλψ σενσιτιϖε σεχ−

τορσ φαρεδ βεστ, παρτιχυλαρλψ Ινφορmατιον Τεχηνολογψ (+15.50%) 

ανδ Ματεριαλσ (+12.56%). Ηεαλτη Χαρε ωασ τηε ονλψ σεχτορ ιν 

τηε ρεδ (−1.96%), αλτηουγη ιτσ δεφενσιϖε χουντερπαρτσ, Υτιλιτιεσ 

(+0.20%) ανδ Τελεχοmmυνιχατιονσ (+0.43%), φαλτερεδ ασ ωελλ. 

Χονσιστεντ ωιτη τηε θυαρτερ�σ ρισκ−ον τηεmε, εmεργινγ mαρκετσ 

(ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ: +9.03%) ουτπαχεδ τηειρ 

δεϖελοπεδ πεερσ (ΜΣΧΙ Wορλδ εξ ΥΣΑ Ινδεξ: +6.29%), εϖεν 

εξχλυδινγ Χαναδα (ΜΣΧΙ ΕΑΦΕ Ινδεξ: +6.43%). Τηε ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ ςαλυε Ινδεξ (+7.79%) οϖερχαmε τηε ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Γροωτη Ινδεξ (+6.06%) for the irst time since 
τηε σεχονδ θυαρτερ οφ 2014. Σmαλλ−χαπ στοχκσ σηοτ υπ ιντο τηε 

βλαχκ (ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ Ινδεξ: +7.91%), inish−

ινγ νεαρ τηε τοπ αmονγ mαϕορ νον−Υ.Σ. ινδιχεσ. 

Εθυιτψ mαρκετσ αχροσσ Ευροπε χρασηεδ φολλοωινγ τηε υνεξ−

πεχτεδ ϖοτε φορ Βρεξιτ βυτ ρεγαινεδ γρουνδ θυιχκλψ ασ ιτ βεχαmε 

χλεαρ τηατ τηε αφτερmατη οφ τηε ρεφερενδυm ωασ νοτ ιmmεδιατελψ 

χαταστροπηιχ. Βριτιση Πριmε Μινιστερ Dαϖιδ Χαmερον ρεσιγνεδ 

ανδ ωασ ρεπλαχεδ βψ Τηερεσα Μαψ, ωηο πλεδγεδ τηατ τηε Υ.Κ. 

ωουλδ γο τηρουγη ωιτη εξιτινγ τηε Ευροπεαν Υνιον, βυτ νοτ 

ηαστιλψ. Τηε Βανκ οφ Ενγλανδ σπρανγ ιντο αχτιον το συππορτ τηε 

εχονοmψ, ανδ τηε Ευροπεαν Χεντραλ Βανκ οφφερεδ ρεασσυρανχε 

τηατ ιτ τοο ωουλδ ωορκ το βολστερ γροωτη. Τηε ΜΣΧΙ Ευροπε 

Ινδεξ χλιmβεδ 5.40%, ωιτη τηε στρονγ περφορmερσ ινχλυδινγ 

Αυστρια (+16.66%), Γερmανψ (+10.01%), Σπαιν (+9.32%), τηε 

Νετηερλανδσ (+9.11%), ανδ εϖεν τηε Υ.Κ. (+3.98%). Τηειρ 

ϖιγορ ωασ αττριβυτεδ το βεττερ−τηαν−εξπεχτεδ εαρνινγσ φροm 

Ινφορmατιον Τεχηνολογψ γιαντσ, ιmπροϖινγ χοmmοδιτψ πριχεσ, 

rallying inancial stocks, and a swell of M&A activity. European 

  Γλοβαλ Εθ Νον−Υ.Σ. Εθ Εmγ Μκτ Νον−Υ.Σ. 
  Στψλε Στψλε  Στψλε ΣΧ Στψλε

 10τη Περχεντιλε 9.08 8.96 10.98 10.28 
 25τη Περχεντιλε 7.17 7.80 10.17 9.03
 Μεδιαν 5.75 6.77 9.23 7.99
 75τη Περχεντιλε 4.53 5.77 8.16 7.06
 90τη Περχεντιλε 3.20 4.47 5.42 5.79

   ΜΣΧΙ ΜΣΧΙ ΜΣΧΙ  ΜΣΧΙ ΑΧWΙ
  ΑΧWΙ ΑΧWΙ εξ ΥΣΑ Εmγ Μκτσ εξ ΥΣΑ ΣΧ 

 Βενχηmαρκ  5.30 6.91 9.03 7.91
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Health Care stocks stumbled (-3.09%) due to intensiied global 
σχρυτινψ δυρινγ τηε Υ.Σ. ελεχτιον; Dενmαρκ, ωηερε α λαργε ηεαλτη 

χαρε χοmπανψ mακεσ υπ αππροξιmατελψ 20% οφ τηε χουντρψ�σ 

ινδεξ, ωασ παρτιχυλαρλψ ηαρδ ηιτ, δροππινγ 6.27%.

Southeast Asia and the Paciic enjoyed a buoyant quarter as 
ωελλ; τηε MSCI Paciic Index ωασ υπ 8.46%. ϑαπανεσε εθυι−

τιεσ ραλλιεδ δυρινγ τηε θυαρτερ, ασχενδινγ 8.60% δυε το νεω 
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Sources: Callan, MSCI

* German mark returns before 1Q99 

Source: MSCI
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χεντραλ βανκ πολιχιεσ ανδ α φρεση στιmυλυσ παχκαγε. Αδδιτιοναλλψ, 

Χονσυmερ Dισχρετιοναρψ, ΙΤ, ανδ Ματεριαλσ στοχκσ συργεδ δυε το 

στρονγ εαρνινγσ γροωτη ιν σεϖεραλ γαmινγ ανδ αυτοmοβιλε χοm−

πανιεσ. Αυστραλια (+7.91%) ανδ Νεω Ζεαλανδ (+12.44%) αλσο 

περφορmεδ ωελλ ασ mεγαβανκσ ανδ χοmmοδιτιεσ γαινεδ γρουνδ. 

Εmεργινγ mαρκετσ σηοτ υπ ιν τηε αχχοmmοδατιϖε mαχροεχο−

νοmιχ ενϖιρονmεντ (ΜΣΧΙ Εmεργινγ Μαρκετσ Ινδεξ: +9.03%). 

Τηε τοπ σεχτορ ωασ ΙΤ, συργινγ 16.08%. Τηε στοχκσ οφ σmαρτ−

πηονε mανυφαχτυρερσ ανδ τεχηνολογψ χοmπονεντ συππλιερσ 

σοαρεδ, βοοστινγ τηε Ασιαν mαρκετσ, ινχλυδινγ Ταιωαν (+11.70%) 

ανδ Σουτη Κορεα (+10.98%). Χηινα ωασ ονε οφ τηε βιγγεστ βεν−

eiciaries (+13.92%), thanks to its burgeoning internet giants. 
Λατιν Αmεριχα ωασ ρελατιϖελψ σλυγγιση τηισ θυαρτερ (+5.37%) βυτ 

ωασ προππεδ υπ βψ Βραζιλ, ωηιχη σηοτ υπ ανοτηερ 11.31%, σκψ−

ροχκετινγ 62.90% ψεαρ−το−δατε. Ηοπεσ φορ εχονοmιχ χηανγε ρυν 

ηιγη υνδερ Μιχηελ Τεmερ, ωηο ρεπλαχεδ τηε ιmπεαχηεδ Dιλmα 

 EM EAFE

Quarter Year

ACWI ex USA

UtilitiesHealth CareMaterialsInformation
Technology

Turkey

Philippines

Israel

Denmark

China

Egypt

New Zealand

Austria

Source: MSCI
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Best Performers Worst Performers

Θυαρτερλψ ανδ Αννυαλ Χουντρψ Περφορmανχε Σναπσηοτ

Θυαρτερλψ Ρετυρνσ: Στρονγ ανδ Στρυγγλινγ Σεχτορσ 

Θυαρτερλψ Ρετυρνσ φορ Νον−Υ.Σ. Dεϖελοπεδ Χουντριεσ 

Equity Index

Χουντρψ
  

 (ΥΣ∃)
 (Λοχαλ 

Χυρρενχψ)
Λοχαλ 

Χυρρενχψ Wειγητ∗

Αυστραλια 7.91% 5.00% 2.77% 5.13%

Αυστρια 16.66% 15.32% 1.16% 0.13%

Βελγιυm 5.00% 3.80% 1.16% 0.96%

Χαναδα 4.85% 6.10% −1.18% 6.72%

Dενmαρκ −6.27% −7.26% 1.07% 1.23%

Φινλανδ 7.42% 6.19% 1.16% 0.70%

Φρανχε 6.36% 5.14% 1.16% 6.81%

Γερmανψ 10.01% 8.75% 1.16% 6.31%

Ηονγ Κονγ 11.92% 11.89% 0.03% 2.45%

Ιρελανδ 7.42% 6.20% 1.16% 0.33%

Ισραελ −1.97% −3.96% 2.64% 0.50%

Ιταλψ 2.21% 1.04% 1.16% 1.33%

ϑαπαν 8.60% 7.20% 1.31% 16.70%

Νετηερλανδσ 9.11% 7.96% 1.16% 2.35%

Νεω Ζεαλανδ 12.44% 10.12% 2.11% 0.14%

Νορωαψ 6.28% 1.51% 4.70% 0.45%

Πορτυγαλ 6.28% 5.07% 1.16% 0.10%

Σινγαπορε −0.15% 1.13% −1.29% 0.89%

Σπαιν 9.32% 8.07% 1.16% 2.13%

Σωεδεν 7.48% 8.68% −1.11% 1.97%

Σωιτζερλανδ 2.62% 2.12% 0.50% 6.29%

Υ.Κ. 3.98% 7.00% −2.83% 13.23%

*Weight in the MSCI ACWI ex USA Index

Sources: MSCI, Russell Investment Group, Standard & Poor’s.

Ρουσσεφφ ασ πρεσιδεντ. Ρυσσια (+8.43%) διδ νοτ mισσ ουτ ον 

τηε ραλλψ. Ηοωεϖερ, τηε Πηιλιππινεσ, Τυρκεψ, ανδ Μαλαψσια ωερε 

all in the red as political turmoil continued to aflict the coun−

τριεσ (−5.33%, −5.26%, ανδ −1.52%, ρεσπεχτιϖελψ). Μεξιχο αλσο 

δωινδλεδ 2.24% ασ τηε πεσο φελλ 5% αγαινστ τηε δολλαρ.

Source: MSCI

Source: MSCI
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Global Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Global Equity Style 5.75 5.48 11.23 6.25 12.38 5.57 7.80

ΜΣΧΙ Wορλδ 4.87 5.55 11.36 5.85 11.63 4.47 6.29

ΜΣΧΙ ΑΧWΙ 5.30 6.60 11.96 5.17 10.63 4.34 6.47

Non-U.S. Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Νον−Υ.Σ. Στψλε 6.77 3.14 7.94 2.16 8.75 3.20 7.81

ΜΣΧΙ Wορλδ εξ ΥΣΑ 6.29 3.12 7.16 0.33 6.89 1.88 5.96

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ 6.91 5.82 9.26 0.18 6.04 2.16 6.56

Regional Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

ΜΣΧΙ Χηινα 13.92 8.58 12.95 3.90 8.24 7.78 13.08

ΜΣΧΙ Ευροπε εξ ΥΚ 6.03 −0.36 2.90 0.01 8.17 1.53 6.02

ΜΣΧΙ ϑαπαν 8.60 2.54 12.13 3.33 7.36 1.05 4.27

ΜΣΧΙ ϑαπαν (λοχαλ) 7.20 −13.68 −5.19 4.42 13.38 −0.49 3.15

MSCI Paciic 8.46 5.26 14.74 2.31 7.31 2.50 6.08

MSCI Paciic (local) 6.97 −7.17 0.77 4.39 11.86 0.99 4.47

MSCI Paciic ex Japan 8.18 10.86 20.05 0.42 7.07 5.85 10.99

MSCI Paciic ex Japan (local) 6.52 7.03 13.34 4.95 10.29 5.31 8.55

ΜΣΧΙ Υνιτεδ Κινγδοm 3.98 0.80 1.53 −1.80 5.99 1.40 5.02

ΜΣΧΙ Υνιτεδ Κινγδοm (λοχαλ) 7.00 14.37 18.39 5.68 9.91 5.15 5.89

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

Εmεργινγ Μαρκετ Στψλε 9.23 16.44 18.41 0.81 4.83 5.23 12.93

ΜΣΧΙ Εmεργινγ Μαρκετσ 9.03 16.02 16.78 −0.56 3.03 3.94 11.55

ΜΣΧΙ Εmεργινγ Μαρκετσ (λοχαλ) 7.59 11.30 12.96 4.33 6.95 5.94 11.97

ΜΣΧΙ Φροντιερ Μαρκετσ 2.65 2.16 0.91 −0.17 4.64 −0.26 �

Global/Non-U.S. Small Cap Equity Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Νον−Υ.Σ. Σmαλλ Χαπ Στψλε 7.99 4.51 11.38 6.12 12.77 6.33 12.20

ΜΣΧΙ Wορλδ Σmαλλ Χαπ 7.24 9.70 14.34 6.18 13.38 6.30 10.31

ΜΣΧΙ ΑΧWΙ Σmαλλ Χαπ 7.28 9.66 14.21 5.67 12.47 6.59 10.52

ΜΣΧΙ Wορλδ εξ ΥΣΑ Σmαλλ Χαπ 8.00 7.26 13.50 4.15 9.72 4.11 9.97

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ 7.91 7.70 13.38 3.52 8.60 4.58 10.47

*Returns less than one year are not annualized.

Sources: Callan, MSCI.

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Ηυτ, Ηυτ ... Ηικε! 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Ρυφαση Λαmα

Φορ τηε θυαρτερ, τηε Βλοοmβεργ Βαρχλαψσ Ηιγη Ψιελδ Ινδεξ 

γρεω 5.55% ωηιλε τηε Βλοοmβεργ Βαρχλαψσ Υ.Σ. Αγγρεγατε 

Ινδεξ mαναγεδ το ρισε α mερε 0.46%. 

Dριϖεν βψ Βρεξιτ−ινδυχεδ χονχερνσ, τηε ψιελδ ον τηε βενχη−

mαρκ 10−ψεαρ Τρεασυρψ νοτε ηιτ α ρεχορδ λοω οφ 1.37% ιν ϑυλψ; 

ηοωεϖερ, ιτ ροσε φορ τηε ρεmαινδερ οφ τηε θυαρτερ ανδ χλοσεδ ατ 

1.60%. Wηιλε τηε Φεδ λεφτ τηε φεδεραλ φυνδσ ρατε υνχηανγεδ ιν 

τηε τηιρδ θυαρτερ, ιτσ αννουνχεmεντ ωασ νοτεωορτηψ βεχαυσε 

οφ τηε ηιγη λεϖελ οφ δισαγρεεmεντ; τηε τηρεε δισσεντινγ ϖοτεσ 

ωερε τηε mοστ σινχε Dεχεmβερ 2014. Βασεδ ον φεδεραλ φυνδσ 

φυτυρεσ χοντραχτσ, τραδερσ αρε βεττινγ τηερε ισ α 78% χηανχε 

οφ α ρατε ηικε ατ τηε νεξτ mεετινγ ιν Dεχεmβερ αφτερ τηε Φεδ�σ 

δεχισιον το ηολδ ρατεσ στεαδψ αγαιν ιν Νοϖεmβερ. 

Ψιελδσ ϖαριεδ αχροσσ τηε mατυριτψ σπεχτρυm δυρινγ τηε θυαρ−

τερ: Wηιλε Τρεασυρψ ρατεσ ροσε αλονγ τηε εντιρε ψιελδ χυρϖε ιν 

Αυγυστ, τηε χυρϖε στεεπενεδ ιν Σεπτεmβερ ασ τηε 2−ψεαρ φελλ 

βψ 4 βασισ ποιντσ το 0.76% ανδ τηε 30−ψεαρ ροσε βψ 8 βασισ 

ποιντσ το ενδ ατ 2.32%. Ιντερmεδιατε Τρεασυριεσ (−0.26%) ουτ−

περφορmεδ λονγ Τρεασυριεσ (−0.36%) δυρινγ τηε θυαρτερ. 

Χρεδιτ σπρεαδσ τιγητενεδ δυρινγ τηε θυαρτερ ανδ ψιελδσ 

ινχηεδ τοωαρδ ηιστοριχ λοωσ. Τηειρ +5.55% ρετυρν mαδε ηιγη−

ψιελδ χορπορατεσ τηε στρονγεστ περφορmερ δυρινγ τηε θυαρτερ. 

Dεσπιτε ρεχορδ ισσυανχεσ ιν Αυγυστ, τηε χρεδιτ σεχτορ γαινεδ 

1.23% φορ τηε θυαρτερ ανδ ουτπερφορmεδ ΜΒΣ (+0.60%) ανδ 

ΧΜΒΣ (+0.59%). Ινδυστριαλσ βεατ Υτιλιτιεσ ανδ Φινανχιαλσ ον α 

    Core Bond Core Plus Interm Ext Maturity High Yld
   Style Style Style G/C Style Style

 10th Percentile  1.15 2.14 0.67 2.16 5.89

 25th Percentile  0.95 1.68 0.47 1.82 5.55

 Median  0.70 1.36 0.26 1.51 5.08

 75th Percentile  0.52 1.08 0.12 1.34 4.70

 90th Percentile  0.33 0.87 0.05 1.18 4.18

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

 Benchmark   0.46 0.46 0.16 1.24 5.55
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δυρατιον−αδϕυστεδ βασισ. Φυρτηερ, ον α δυρατιον−αδϕυστεδ βασισ, 

χρεδιτ σεχυριτιεσ ουτπερφορmεδ Τρεασυριεσ βψ 155 βασισ ποιντσ. 

Τρεασυριεσ ενδεδ τηε θυαρτερ ιν τηε ρεδ (−0.28%). 

Ινϖεστmεντ−γραδε χορπορατε ισσυανχε τοταλεδ ∃340 βιλλιον 

φορ τηε θυαρτερ, σεττινγ α ρεχορδ. Βψ τηε ενδ οφ Σεπτεmβερ, 

Υ.Σ. Φιξεδ Ινχοmε Ινδεξ Χηαραχτεριστιχσ ασ οφ Σεπτ. 30, 2016

Βλοοmβεργ Βαρχλαψσ Ινδιχεσ

Ψιελδ το 

Wορστ

Μοδ Αδϕ 

Dυρατιον

Αϖγ  

Ματυριτψ

Βλοοmβεργ Βαρχλαψσ Αγγρεγατε 1.96 5.51 7.82

Βλοοmβεργ Βαρχλαψσ Υνιϖερσαλ 2.39 5.39 7.68

Βλοοmβεργ Βαρχλαψσ Γοϖ/Χρεδιτ 1.92 6.72 8.99

1−3 Ψεαρ 1.04 1.91 1.98

Ιντερmεδιατε 1.51 4.09 4.44

Λονγ−Τερm 3.32 15.57 24.32

Βλοοmβεργ Βαρχλαψσ Λονγ Χρεδιτ 4.04 14.04 23.92

Βλοοmβεργ Βαρχλαψσ Χορπ Ηιγη Ψιελδ 6.17 4.05 6.33

Βλοοmβεργ Βαρχλαψσ ΤΙΠΣ 1.62 6.59 8.61

Βλοοmβεργ Βαρχλαψσ Μυνι Βονδ 1−5 Ψεαρ 1.15 2.72 3.22

Βλοοmβεργ Βαρχλαψσ Μυνι 1−10 Ψεαρ 1.38 4.02 5.88

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ 1.82 5.52 13.08

Source: Bloomberg Barclays

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

Εφφεχτιϖε Ψιελδ Οϖερ Τρεασυριεσ

ψεαρ−το−δατε χορπορατε ινϖεστmεντ−γραδε βονδ ισσυανχε ωασ 

8% αηεαδ οφ λαστ ψεαρ�σ παχε. Ανδ τηε ρεχορδ συππλιεσ ωερε mετ 

ωιτη στρονγ δεmανδ ασ ινϖεστορσ σναππεδ υπ βονδσ. ΧΜΒΣ 

ανδ mυνιχιπαλ mαρκετσ αλσο δεmονστρατεδ ροβυστ συππλψ. Ανδ 

δεσπιτε λοω ψιελδσ ανδ ηεαϖψ ισσυανχε οφ ΧΜΒΣ σεχυριτιεσ ιν 

Σεπτεmβερ, τηεψ ουτπερφορmεδ Τρεασυριεσ βψ 91 βπσ.

Source: Bloomberg Barclays

Source: Bloomberg Barclays
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

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

Χορε Βονδ Στψλε 0.70 6.15 5.65 4.36 3.73 5.31 5.25

Χορε Βονδ Πλυσ Στψλε 1.36 7.16 6.55 4.61 4.55 5.77 5.91

Βλοοmβεργ Βαρχλαψσ Αγγρεγατε 0.46 5.80 5.19 4.03 3.08 4.79 4.80

Βλοοmβεργ Βαρχλαψσ Υνιϖερσαλ 0.96 6.69 6.11 4.27 3.62 5.00 5.12

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

Εξτενδεδ Ματυριτψ Χρεδιτ Στψλε 2.50 17.00 16.11 10.05 7.94 8.07 �

Βλοοmβεργ Βαρχλαψσ Λονγ Χρεδιτ 2.26 16.50 15.73 9.53 7.05 7.63 7.74

Εξτενδεδ Ματυριτψ Γοϖ/Χρεδιτ Στψλε 1.51 16.12 15.14 10.30 6.96 8.38 8.01

Βλοοmβεργ Βαρχλαψσ Λονγ Γοϖ/Χρεδιτ 1.24 15.74 14.66 10.08 6.32 7.84 7.61

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

Ιντερmεδιατε Στψλε 0.26 4.31 3.83 3.05 2.85 4.62 4.62

Βλοοmβεργ Βαρχλαψσ Ιντερm Γοϖ/Χρεδιτ 0.16 4.24 3.52 2.80 2.45 4.17 4.22

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

Dεφενσιϖε Στψλε 0.15 1.94 1.72 1.47 1.48 2.89 3.01

Βλοοmβεργ Βαρχλαψσ Γοϖ/Χρεδιτ 1−3 Ψρ 0.02 1.68 1.31 1.09 1.05 2.59 2.80

Βανκ Λοανσ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Βανκ Λοαν Στψλε 2.86 7.43 5.70 3.78 5.55 4.91 5.03

Χρεδιτ Συισσε Λεϖεραγεδ Λοανσ 3.10 7.46 5.35 3.60 5.30 4.24 4.79

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

Ηιγη Ψιελδ Στψλε 5.08 12.70 10.86 5.20 8.28 7.64 8.61

Βλοοmβεργ Βαρχλαψσ Χορπ Ηιγη Ψιελδ 5.55 15.11 12.73 5.28 8.34 7.71 8.63

Υνχονστραινεδ Θυαρτερ ΨΤD  Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Υνχονστραινεδ Φιξεδ Στψλε 2.21 3.95 4.56 2.36 3.87 4.60 6.44

90 Dαψ Τ−Βιλλ + 3% 0.84 2.48 3.27 3.12 3.11 3.92 4.38

Σταβλε ςαλυε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σταβλε ςαλυε Στψλε 0.48 1.42 1.88 1.76 1.94 2.85 3.58

ιΜονεψΝετ Μυτυαλ Φυνδ Αϖγ 0.03 0.08 0.09 0.04 0.03 0.82 �

ΤΙΠΣ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Inlation-Linked Style 1.00 7.28 6.62 2.40 1.96 4.58 5.50

Βλοοmβεργ Βαρχλαψσ ΤΙΠΣ 0.96 7.27 6.58 2.40 1.93 4.48 5.39

Μυνιχιπαλ Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Σηορτ Μυνιχιπαλ Στψλε −0.04 0.75 0.82 0.83 0.94 1.81 1.96

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ 1−5 Ψρ −0.16 1.38 1.59 1.74 1.67 3.07 3.09

Ιντερmεδιατε Μυνιχιπαλ Στψλε −0.26 3.28 4.64 4.13 3.52 3.91 4.00

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ 1−10 Ψρ −0.11 2.58 3.40 3.34 2.95 4.04 4.02

Λονγ Μυνιχιπαλ Στψλε −0.21 4.14 5.83 5.74 4.95 5.03 5.19

Βλοοmβεργ Βαρχλαψσ Μυνιχιπαλ −0.30 4.01 5.58 5.54 4.48 4.75 4.89

*Returns for less than one year are not annualized.

Sources: Bloomberg Barclays, Callan, Citigroup, Merrill Lynch

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)
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Γλοβε−Τροττινγ φορ Ψιελδ

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Κψλε Φεκετε

In an extraordinary effort to stimulate economic growth and inla−

τιον, τηε Βανκ οφ ϑαπαν ιντροδυχεδ α 0% ψιελδ−ταργετ φορ 10−ψεαρ 

bonds, aiming to exceed its 2% inlation objective. The central 
βανκ αλσο ιντενδσ το mαινταιν ιτσ νεγατιϖε σηορτ ρατε στανχε ιν αν 

effort to steepen the yield curve and thus help increase proit−
αβιλιτψ φορ βανκσ. Τηε βανκ�σ γοϖερνορ τερmεδ τηε νεω πολιχψ α 

�ρεινφορχεmεντ� οφ ιτσ θυαντιτατιϖε εασινγ (ΘΕ) προγραm. Χεντραλ 

βανκσ ηαϖε τψπιχαλλψ ταργετεδ σηορτ−τερm ρατεσ ιν ΘΕ προγραmσ, 

φοχυσινγ ον mατυριτιεσ οφ λεσσ τηαν α ψεαρ. Ψιελδ ον ϑαπαν�σ  

10−ψεαρ γοϖερνmεντ βονδ σεττλεδ ατ −0.09% ατ τηε ενδ οφ τηε 

θυαρτερ. 

 

Overall, the European sovereign bond market was lat as the 
Ευροπεαν Χεντραλ Βανκ λεφτ ιντερεστ ρατεσ υνχηανγεδ. Τηε 

Θυαρτερλψ Ρετυρνσ φορ Νον−Υ.Σ. Γοϖερνmεντ Ινδιχεσ

Χουντρψ

Χουντρψ 

Dεβτ (∃)

Χουντρψ 

Dεβτ

Λοχαλ  

Χυρρενχψ Wειγητ∗

Αυστραλια 3.60% 0.80% 2.77% 2.29%

Αυστρια 1.81% 0.65% 1.16% 1.74%

Βελγιυm 1.48% 0.32% 1.16% 2.93%

Χαναδα −0.67% 0.52% −1.18% 2.32%

Dενmαρκ 0.96% −0.10% 1.07% 0.82%

Φινλανδ 1.67% 0.51% 1.16% 0.67%

Φρανχε 1.37% 0.21% 1.16% 11.72%

Γερmανψ 0.98% −0.18% 1.16% 8.60%

Ιρελανδ 2.28% 1.11% 1.16% 0.95%

Ιταλψ 2.31% 1.14% 1.16% 11.07%

ϑαπαν −0.92% −2.19% 1.31% 34.89%

Μαλαψσια −0.66% 1.90% −2.51% 0.53%

Μεξιχο −4.22% 0.47% −4.67% 0.98%

Νετηερλανδσ 1.29% 0.13% 1.16% 2.70%

Νορωαψ 3.53% −1.12% 4.70% 0.30%

Πολανδ 3.81% 0.30% 3.50% 0.71%

Σινγαπορε 0.22% 1.52% −1.29% 0.45%

Σουτη Αφριχα 10.29% 3.56% 6.50% 0.55%

Σπαιν 3.39% 2.21% 1.16% 6.45%

Σωεδεν −0.63% 0.48% −1.11% 0.52%

Σωιτζερλανδ −0.08% −0.57% 0.50% 0.27%

Υ.Κ. −0.37% 2.52% −2.83% 8.54%

*Weight in the Citi Non-U.S. World Government Bond Index. 

Source: Citigroup

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε Ινδεξ ροσε 0.82% 

(+0.53% ηεδγεδ). Τηε ΕΧΒ χοmmιττεδ το α mοντηλψ ΘΕ προ−

γραm οφ βυψινγ �80 βιλλιον ιν γοϖερνmεντ βονδσ, ασσετ−βαχκεδ 

σεχυριτιεσ, ανδ χορπορατε δεβτ τηρουγη Μαρχη 2017; ηοωεϖερ, 

Πρεσιδεντ Μαριο Dραγηι αννουνχεδ α ρεϖιεω οφ τηε προγραm το 

ενσυρε ινϖεσταβλε ασσετσ ωουλδ νοτ δρψ υπ. Ψιελδ ον τηε Γερmαν 

10−ψεαρ βυνδ νοτχηεδ υπ α βασισ ποιντ το −0.12%. Τηερε ισ νοω 

οϖερ ∃12 τριλλιον οφ νεγατιϖε−ψιελδινγ δεβτ γλοβαλλψ, ωιτη ϑαπαν 

αχχουντινγ φορ νεαρλψ ηαλφ ανδ Wεστερν Ευροπε�ναmελψ Φρανχε, 

Γερmανψ, ανδ τηε Νετηερλανδσ�τηε οτηερ ηαλφ. Ινϖεστορσ� συσ−

ταινεδ ηυντ φορ ψιελδ ωασ εϖιδεντ ιν Ευροπεαν βονδ πριχινγ ασ 

περιπηερψ γοϖερνmεντ Τρεασυριεσ τενδεδ το δεχλινε mορε τηαν 

τηειρ χορε ευροζονε χουντερπαρτσ. Τηε Σπανιση ανδ Ιταλιαν 

10−ψεαρ ψιελδσ δεχλινεδ 28 βπσ ανδ 7 βπσ το 0.88% ανδ 1.91%, 

ρεσπεχτιϖελψ. Τηε ευρο ινχρεασεδ 1.16% αγαινστ τηε Υ.Σ. δολλαρ.

Dεσπιτε τηε εχονοmιχ ανδ πολιτιχαλ υνχερταιντψ τηε Βρεξιτ ϖοτε 

λεφτ ιν ιτσ ωακε, ωηεν Υ.Κ. ϖοτερσ χηοσε το λεαϖε τηε Ευροπεαν 

Υνιον ανδ τηε Βριτιση πουνδ πλυmmετεδ 2.83%, δατα ρελεασεδ 

showed no immediate negative effect on conidence or produc−

τιϖιτψ. Ψιελδ ον τηε 10−ψεαρ γιλτ φελλ 12 βπσ το +0.75%.

Τηε δεϖελοπινγ mαρκετσ αδϖανχεδ φορ τηε φουρτη στραιγητ 

θυαρτερ ιν σπιτε οφ mυλτιπλε πολιτιχαλ ηεαδωινδσ, ινχλυδινγ τηε 

Εmεργινγ Σπρεαδσ Οϖερ Dεϖελοπεδ (Βψ Ρεγιον)
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ιmπεαχηmεντ οφ Βραζιλ�σ πρεσιδεντ ανδ τηε φαιλεδ Τυρκιση χουπ. 

Τηε ηαρδ χυρρενχψ ϑ.Π. Μοργαν ΕΜΒΙ Γλοβαλ Ινδεξ χλιmβεδ 

4.04%. Λοχαλ χυρρενχψ δεβτ, ασ mεασυρεδ βψ τηε ϑ.Π. Μοργαν 

GBI-EM Global Diversiied Index, τιχκεδ υπ 2.68%.  

  Global Non-U.S.  Global High Em Debt Em Debt 
  Fixed Style Fixed Style Yld Style Style (US$) Style (local)

 10th Percentile 2.18 2.71 6.54 5.34 3.33

 25th Percentile 1.73 2.11 5.92 5.04 2.72

 Median 1.08 1.16 5.42 4.63 2.45

 75th Percentile 0.74 0.87 4.97 4.23 1.97

 90th Percentile 0.38 0.23 3.81 3.48 1.66

    Barclays Barclays Barclays JPM EMBI JPM GBI-EM
  Gl Agg Gl Agg ex US High Yld Gl Div Gl Div

 Benchmark  0.82 1.03 5.3 4.04 2.68
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

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

Γλοβαλ Φιξεδ Ινχοmε Στψλε 1.08 9.70 8.88 2.39 2.15 4.91 6.14

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε 0.82 9.85 8.83 2.13 1.74 4.26 5.13

Γλοβαλ Φιξεδ Ινχοmε Στψλε (ηεδγεδ) 1.05 6.96 7.26 5.52 4.95 5.44 5.64

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε (ηεδγεδ) 0.53 6.44 6.54 5.05 4.26 4.73 4.73

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

Γλοβαλ Ηιγη Ψιελδ Στψλε 5.42 13.65 12.46 3.91 7.61 7.03 9.74

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Ηιγη Ψιελδ 5.30 14.49 13.51 4.97 8.56 7.87 9.43

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

Νον−Υ.Σ. Φιξεδ Ινχοmε Στψλε 1.16 12.95 11.41 1.52 2.01 4.48 6.26

Βλοοmβεργ Βαρχλαψσ Γλοβαλ Αγγρεγατε εξ ΥΣ 1.03 13.09 11.67 0.75 0.70 3.82 5.41

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

Εmεργινγ Dεβτ Στψλε (ΥΣ∃) 4.63 16.27 18.15 7.02 7.81 8.13 11.06

JPM EMBI Global Diversiied 4.04 14.77 16.20 8.20 7.76 7.73 9.57

Εmεργινγ Dεβτ Στψλε (λοχαλ) 2.45 16.95 16.83 −2.14 0.22 5.21 7.25

JPM GBI-EM Global Diversiied 2.68 17.07 17.06 −2.58 0.06 5.52 �

Εmεργινγ Dεβτ Βλενδ Στψλε 3.59 15.14 16.15 2.13 3.94 8.07 12.69

ϑΠΜ ΕΜΒΙ Γλ Dιϖ/ϑΠΜ ΓΒΙ−ΕΜ Γλ Dιϖ 3.36 16.11 16.83 2.81 3.95 6.72 �

Εmεργινγ Dεβτ Χορπορατε Στψλε 3.59 12.81 13.05 6.55 8.08 � �

ϑΠΜ ΧΕΜΒΙ 3.25 12.57 13.34 6.38 7.31 7.16 �

*Returns less than one year are not annualized. 

Sources: Bloomberg Barclays, Callan, JPMorgan

Sources: Bloomberg Barclays, Callan, JPMorgan Chase
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Ρετυρνσ Τακε α Συmmερ ςαχατιον

ΡΕΑΛ ΕΣΤΑΤΕ |  Κεϖιν Ναγψ

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ∗ γαινεδ 1.77% δυρινγ τηε σεχονδ 

θυαρτερ (1.16% φροm ινχοmε ανδ 0.60% φροm αππρεχιατιον), ιτσ 

worst performance since the irst quarter of 2010. In addition, 
αππρεχιατιον φελλ φορ τηε σιξτη χονσεχυτιϖε θυαρτερ.

Ιν α ρεπεατ οφ τηε σεχονδ θυαρτερ, Ινδυστριαλ (+2.89%) ανδ Ρεταιλ 

(+1.98%) topped property sector performance, and Ofice 
(+1.26%) ανδ Ηοτελσ (+1.35%) ωερε τηε ωορστ περφορmερσ 

αγαιν. Τηε Wεστ ρεγιον λεδ τηε ωαψ (+2.19%) ωηιλε τηε Μιδωεστ 

(+1.46%) ωασ τηε ωεακεστ. Τρανσαχτιον ϖολυmε ωασ ∃9.6 βιλλιον, 

α 7% ινχρεασε οϖερ τηε πρεϖιουσ θυαρτερ ανδ α 20% ινχρεασε 

οϖερ τηε σαmε περιοδ ιν 2015. Αππραισαλ χαπιταλιζατιον ρατεσ φελλ 

το 4.48%, αν αλλ−τιmε λοω. Τηε σπρεαδ βετωεεν αππραισαλ χαπιταλ−

ιζατιον ρατεσ ανδ τρανσαχτιον χαπιταλιζατιον ρατεσ ωιδενεδ το 180 

βασισ ποιντσ, τηε λαργεστ σινχε τηε τηιρδ θυαρτερ οφ 2009.

Οχχυπανχψ ρατεσ χοντινυεδ το χλιmβ, σεττινγ α νεω 15−ψεαρ ηιγη 

ατ 93.22%. Ρεταιλ ανδ Απαρτmεντ οχχυπανχψ ρατεσ φελλ σλιγητλψ; 

Industrial and Ofice rates increased. Apartments were the only 
προπερτψ τψπε το εξπεριενχε α δροπ ψεαρ−το−δατε. 

Τηε πρελιmιναρψ ρετυρν φορ τηε NCREIF Open End Diversiied 
Core Equity Index∗ ωασ 1.83%; 0.90% οφ τηατ ωασ ινχοmε ανδ 

0.94% φροm αππρεχιατιον. Τηισ συρπασσεδ λαστ θυαρτερ ασ τηε 

lowest since the irst quarter of 2010. Income returns stayed in 
λινε ωιτη παστ θυαρτερσ, βυτ αππρεχιατιον ρεαχηεδ ιτσ λοωεστ λεϖελ 

since the irst quarter of 2010. Low long-term interest rates have 
βεεν α στρονγ ταιλωινδ φορ Υ.Σ. ρεαλ εστατε περφορmανχε ιν ρεχεντ 

θυαρτερσ, βυτ εξπεχτατιονσ οφ α Φεδ ρατε ινχρεασε ηαϖε συχκεδ 

τηε ωινδ φροm ιτσ σαιλσ. 

Γλοβαλ ρεαλ εστατε ινϖεστmεντ τρυστσ (ΡΕΙΤσ), τραχκεδ βψ τηε 

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ Ινδεξ (ΥΣD), ουτπερ−

φορmεδ τηειρ Υ.Σ. χουντερπαρτσ ανδ ποστεδ α 1.46% ρετυρν. Υ.Σ. 

ΡΕΙΤσ, ασ mεασυρεδ βψ τηε FTSE NAREIT Equity REITs Index, 

λοστ 1.43% φορ τηε θυαρτερ. 

Ιν τηε Υ.Σ., ΡΕΙΤσ σταρτεδ τηε θυαρτερ στρονγ, ριδινγ τηε ποστ−

Βρεξιτ βουνχε τηατ φολλοωεδ τηε Υ.Κ.�σ συρπρισε ϖοτε το λεαϖε 

τηε Ευροπεαν Υνιον. Τηε γαινσ ωουλδ νοτ λαστ, ηοωεϖερ, ασ 

mιξεδ εχονοmιχ δατα φυελεδ χονχερνσ οφ α Φεδεραλ Ρεσερϖε 

rate increase. Timber (+7.72%), Industrial (+6.67%), and Ofice 
(+3.24%) ωερε τηε στρονγεστ−περφορmινγ σεχτορσ φορ τηε θυαρτερ. 

Σπεχιαλτψ (−9.93%), Dατα Χεντερσ (−9.02%), ανδ Ρεταιλ (−2.62%) 

ωερε σοmε οφ τηε λαγγαρδσ. Σελφ−στοραγε (−12.20%) στρυγγλεδ φορ 

τηε σεχονδ στραιγητ θυαρτερ ανδ ωασ τηε ωορστ περφορmινγ σεχτορ. 

Ινϖεστορσ αππεαρεδ το βε σηιφτινγ mονεψ ιντο mορε εχονοmιχαλλψ 

σενσιτιϖε Υ.Σ. στοχκσ, ωηιχη γενεραλλψ περφορmεδ ωελλ ον τηε 

βαχκ οφ mοδεστ λονγ−τερm ψιελδ ινχρεασεσ. Αντιχιπατιον οφ α Φεδ 

ρατε ηικε αλσο προmπτεδ σοmε ινϖεστορσ το σελλ ουτ οφ χροωδεδ 

δεφενσιϖε ποσιτιονσ συχη ασ ΡΕΙΤσ ιντο mορε χψχλιχαλ στοχκσ. Ασ 

οφ Σεπτεmβερ 30, Υ.Σ. ΡΕΙΤσ ωερε τραδινγ ατ α 12.3% πρεmιυm 

το νετ ασσετ ϖαλυε, mορε τηαν α 500 βασισ ποιντ ινχρεασε οϖερ τηε 

πρεϖιουσ θυαρτερ. 

Ασ τηε δυστ σεττλεσ φροm τηε ινιτιαλ σηοχκ οφ Βρεξιτ, τηε ιmπαχτ 

ον Υ.Κ. ρεαλ εστατε ισ βεγιννινγ το βε αππαρεντ. Τρανσαχτιον 

evidence shows City of London and West End ofices were the 
mοστ αφφεχτεδ δυε το υνχερταιντψ αβουτ τηε χιτψ�σ φυτυρε ασ α 

inancial hub. Industrial assets were the least affected. Outside 
οφ τηε Υ.Κ., τηε Νορδιχ χουντριεσ ωερε τηε στρονγεστ περφορmερσ. 

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ
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Signs that the economies of Norway and Finland may inally be 
ον τηε χυσπ οφ γροωτη ηαϖε λεδ το ρεχορδ λεϖελσ οφ ινϖεστmεντ 

ανδ ινχρεασεσ ιν προπερτψ ϖαλυε. Φρανχε αλσο περφορmεδ ωελλ 

ασ τηε εχονοmψ ρεχοϖερεδ φροm α σλυγγιση σεχονδ θυαρτερ ανδ 

employment growth propelled ofice returns upward.

ΡΕΑΛ ΕΣΤΑΤΕ (Χοντινυεδ)

Χαλλαν Dαταβασε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ Σεπτεmβερ 30, 2016

Πριϖατε Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ρεαλ Εστατε Dαταβασε (νετ οφ φεεσ) 1.62 5.85 9.34 11.64 11.74 4.58 7.33

ΝΧΡΕΙΦ Προπερτψ 1.77 6.13 9.22 11.31 11.18 7.22 8.93

ΝΦΙ−ΟDΧΕ (ϖαλυε ωτδ. νετ) 1.83 5.80 9.08 11.42 11.34 5.05 7.03

Πυβλιχ Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

ΡΕΙΤ Dαταβασε −1.15 9.61 17.67 14.49 16.28 7.05 12.57

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ −1.43 11.75 19.86 14.22 15.91 6.35 11.38

Γλοβαλ Πυβλιχ Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ ΡΕΙΤ Dαταβασε 1.36 9.06 13.66 9.14 13.77 4.73 10.87

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ 1.46 10.97 15.85 8.60 13.17 4.16 10.67

Γλοβαλ εξ Υ.Σ. Πυβλιχ Ρεαλ Εστατε Θυαρτερ ΨΤD Ψεαρ 3 ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Γλοβαλ εξ−Υ.Σ. ΡΕΙΤ Dαταβασε 4.51 7.75 8.49 2.98 11.00 2.41 �

ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖ ΡΕΙΤσ εξ−Υ.Σ. 4.28 10.44 11.66 3.21 10.42 2.57 10.59

*Returns for less than one year are not annualized.

All REIT returns are reported gross in USD. 

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

ΝΧΡΕΙΦ Τρανσαχτιον ανδ Αππραισαλ Χαπιταλιζατιον Ρατεσ ΝΧΡΕΙΦ Χαπιταλιζατιον Ρατεσ βψ Προπερτψ Τψπε
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Χολλατεραλιζεδ mορτγαγε−βαχκεδ σεχυριτιεσ (ΧΜΒΣ) ισσυανχε φορ 

τηε θυαρτερ ωασ ∃19.5 βιλλιον, α ηυγε ϕυmπ φροm τηε ∃12.1 βιλ−

λιον ιν τηε σεχονδ θυαρτερ. Wηιλε ισσυανχε ωασ υπ θυαρτερ−οϖερ−

θυαρτερ, ιτ ωασ στιλλ δοων χοmπαρεδ το τηε τηιρδ θυαρτερ οφ 2015 

(∃25.3 βιλλιον). 

Source: NCREIF

Note: Transaction capitalization rate is equal weighted.

Source: NCREIF

Note: Capitalization rates are appraisal-based.
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Private Equity Performance Database (%) (Ποολεδ Ηοριζον ΙΡΡσ τηρουγη Μαρχη 31, 2016∗)

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

Αλλ ςεντυρε −2.4 6.6 20.6 15.0 10.4 5.3 23.2 

Γροωτη Εθυιτψ −0.1 6.0 12.7 10.5 11.1 10.3 13.9 

Αλλ Βυψουτσ 2.1 9.7 12.8 11.5 10.9 12.3 12.7 

Μεζζανινε 3.0 8.0 9.3 10.2 9.6 8.5 9.4 

Dιστρεσσεδ 0.6 0.4 7.8 8.3 9.3 10.6 10.6 

All Private Equity 0.8 7.5 13.3 11.5 10.6 10.2 13.5 

Σ&Π 500 1.4 1.8 11.8 11.6 7.0 6.0 8.0 

Ρυσσελλ 3000 1.0 −0.3 11.2 11.0 6.9 6.4 8.0 

Private equity returns are net of  fees. 

Sources: Standard & Poor’s, Thomson/Cambridge 

*Most recent data available at time of  publication.

Στιχκερ Σηοχκ     

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ |  Γαρψ Ροβερτσον

Τηιρδ−θυαρτερ φυνδραισινγ χοmmιτmεντσ τοταλεδ ∃38.6 βιλλιον ωιτη 

143 νεω παρτνερσηιπσ φορmεδ, Πριϖατε Εθυιτψ Αναλψστ ρεπορτεδ. 

Τηε νυmβερ οφ νεω φυνδσ δροππεδ βψ 27% φροm 196 ιν τηε σεχ−

ονδ θυαρτερ, ανδ δολλαρ ϖολυmε πλυmmετεδ 62% φροm ∃102.2 βιλ−

λιον. Βυτ τηισ ψεαρ ισ τραχκινγ χλοσελψ το 2015, τραιλινγ βψ ονλψ ∃3 

βιλλιον (1%) ιν χοmmιτmεντσ ανδ 41 (6%) ιν νεω παρτνερσηιπσ. 

Τηε ινϖεστmεντ παχε βψ φυνδσ ιντο χοmπανιεσ mαινταινεδ 

mοmεντυm, αχχορδινγ το Βυψουτσ νεωσλεττερ, τοταλινγ 385 τρανσ−

αχτιονσ, υπ 8% φροm 356 ιν τηε σεχονδ θυαρτερ βυτ δοων 5% 

φροm 406 α ψεαρ αγο. Τηε αννουνχεδ αγγρεγατε δολλαρ ϖολυmε 

ωασ ∃39 βιλλιον, υπ 4% φροm ∃37.6 βιλλιον ιν τηε σεχονδ θυαρτερ 

and up signiicantly from the $11.6 billion a year ago. Just eight 
δεαλσ ωιτη αννουνχεδ ϖαλυεσ οφ ∃1 βιλλιον ορ mορε χλοσεδ ιν τηε 

θυαρτερ, βυτ τηατ ωασ υπ φροm σιξ ιν τηε σεχονδ θυαρτερ.

Νεω ινϖεστmεντσ ιν ϖεντυρε χαπιταλ χοmπανιεσ τοταλεδ 1,796 

ρουνδσ ανδ ∃15 βιλλιον οφ αννουνχεδ ϖολυmε, αχχορδινγ το τηε 

Νατιοναλ ςεντυρε Χαπιταλ Ασσοχιατιον. Τηε νυmβερ οφ ρουνδσ 

δεχρεασεδ 11% φροm 2,026 ιν τηε σεχονδ θυαρτερ, ανδ τηε δολλαρ 

ϖολυmε δροππεδ 32% φροm ∃22.1 βιλλιον. 

Ρεγαρδινγ εξιτσ, Βυψουτσ ρεπορτσ τηερε ωερε 142 πριϖατε Μ&Α 

εξιτσ οφ βυψουτ−βαχκεδ χοmπανιεσ, ωιτη 38 δεαλσ δισχλοσινγ 

Φυνδσ Χλοσεδ ϑανυαρψ 1 το Σεπτεmβερ 30, 2016

Στρατεγψ Νο. οφ Φυνδσ Αmτ (∃mm) Περχεντ

ςεντυρε Χαπιταλ 274 32,312 17%

Βυψουτσ 171 122,487 63%

Συβορδινατεδ Dεβτ 11 3,220 2%

Dιστρεσσεδ Dεβτ 17 17,250 9%

Σεχονδαρψ ανδ Οτηερ 15 12,284 6%

Φυνδ−οφ−φυνδσ 28 6,451 3%

Τοταλσ 516 194,004 100%

Source: Private Equity Analyst

ϖαλυεσ τοταλινγ ∃27.5 βιλλιον. Τηε Μ&Α εξιτσ χουντ ωασ υπ 20% 

φροm 118 ιν τηε σεχονδ θυαρτερ, ανδ τηε αννουνχεδ ϖαλυε 

ινχρεασεδ 12% φροm ∃24.6 βιλλιον. Τηερε ωερε τωο βυψουτ−

backed IPOs loating an aggregate $551.6 million, down from 
three loating $1.6 billion in the second quarter.

ςεντυρε−βαχκεδ Μ&Α εξιτσ τοταλεδ 192 τρανσαχτιονσ, ωιτη α 

δισχλοσεδ δολλαρ ϖολυmε οφ ∃13.4 βιλλιον. Τηε νυmβερ οφ πριϖατε 

σαλε εξιτσ ινχρεασεδ 19% φροm 161 ιν τηε σεχονδ θυαρτερ, βυτ 

τηε αννουνχεδ δολλαρ ϖολυmε δεχλινεδ 17% φροm τηε σεχονδ 

θυαρτερ�σ ∃16.1 βιλλιον. Τηερε ωερε 14 ςΧ−βαχκεδ ΙΠΟσ ιν τηε 

third quarter with a combined loat of $1 billion. For comparison, 
τηε σεχονδ θυαρτερ οφ 2016 ηαδ 13 ΙΠΟσ ανδ τοταλ ισσυανχε οφ 

∃876.1 mιλλιον.

Note: Transaction count and dollar volume igures across all private equity measures are preliminary igures 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, 2016

Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε 2.92 0.19 0.55 2.64 5.03 3.70 4.84

ΧΣ Ηεδγε Φυνδ Ινδεξ 1.74 0.09 −0.03 2.53 4.25 4.21 5.81

ΧΣ Εθυιτψ Μαρκετ Νευτραλ 1.59 −1.98 −2.02 1.17 2.12 −2.45 0.75

ΧΣ Χονϖερτιβλε Αρβιτραγε 3.83 6.16 5.54 2.14 4.01 3.98 4.55

ΧΣ Φιξεδ Ινχοmε Αρβιτραγε 2.61 2.39 2.42 2.88 4.59 3.50 4.23

ΧΣ Μυλτι−Στρατεγψ 2.55 3.21 3.74 5.86 7.33 5.66 6.79

ΧΣ Dιστρεσσεδ 2.75 2.71 0.91 1.59 5.43 4.20 7.02

ΧΣ Ρισκ Αρβιτραγε 2.30 5.08 5.93 1.71 2.61 3.59 3.71

ΧΣ Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ 3.06 −0.51 −3.04 −0.56 3.71 4.11 6.13

ΧΣ Λονγ/Σηορτ Εθυιτψ 1.88 −3.23 −1.70 3.99 6.56 4.76 6.12

ΧΣ Dεδιχατεδ Σηορτ Βιασ −12.06 −18.35 −21.86 −8.80 −15.43 −10.95 −9.05

ΧΣ Γλοβαλ Μαχρο 0.58 −0.97 −0.36 1.68 2.34 5.75 7.98

ΧΣ Μαναγεδ Φυτυρεσ −3.23 −1.26 −2.30 6.80 0.98 4.09 4.93

ΧΣ Εmεργινγ Μαρκετσ 4.20 4.74 7.67 3.48 4.99 4.62 8.76

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

Χαν�τ Στοπ τηε Φεελινγ

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

Dεσπιτε τηε σοmβερ mοοδ σπυρρεδ βψ τηε Βρεξιτ ϖοτε χλοσινγ ουτ 

the prior quarter, capital markets got back on the dance loor 
ιν τηε τηιρδ θυαρτερ. Χεντραλ βανκερσ λετ ιτ βε κνοων τηατ τηειρ 

mυσιχ οφ εασψ mονεψ πολιχιεσ ωουλδ νοτ στοπ. ΜΣΧΙ Εmεργινγ 

Μαρκετσ (+9.03%) λεδ τηε βεατ υπωαρδ, βυτ τηε Σ&Π 500 

(+3.85%) ηιτ ανοτηερ ρεχορδ ηιγη. Ηιγηερ ινχοmε χοντινυεδ το 

βε αλλυρινγ ασ τηε Βλοοmβεργ Βαρχλαψσ Χορπορατε Ηιγη Ψιελδ 

Ινδεξ ϕυmπεδ 5.55%. 

Ηιγηλιγητινγ ραω ηεδγε φυνδ περφορmανχε ωιτηουτ ιmπλεmεντα−

τιον χοστσ, τηε Χρεδιτ Συισσε Ηεδγε Φυνδ Ινδεξ (ΧΣ ΗΦΙ) ροσε 

1.74% ιν τηε τηιρδ θυαρτερ. Ασ α βενχηmαρκ οφ αχτυαλ ηεδγε φυνδ 

πορτφολιοσ, τηε mεδιαν mαναγερ ιν τηε Χαλλαν Ηεδγε Φυνδ−οφ−

Φυνδσ Dαταβασε αδϖανχεδ 2.92%, νετ οφ αλλ φεεσ. 

Wιτηιν ΧΣ ΗΦΙ, τηε βεστ−περφορmινγ στρατεγψ λαστ θυαρτερ ωασ 

Εmεργινγ Μαρκετσ (+4.20%), συππορτεδ βψ στρονγ δεβτ ανδ 

εθυιτψ mαρκετσ αmιδ γροωινγ εχονοmιεσ. Τιγητενινγ χρεδιτ 

σπρεαδσ ανδ ιmπροϖινγ φυνδαmενταλσ συππορτεδ Χονϖερτιβλε 

Αρβ (+3.83%), Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ (+3.06%), ανδ 

Dιστρεσσεδ (+2.75%). Αιδεδ βψ στρονγ εθυιτψ ταιλωινδσ, Λονγ/

Σηορτ Εθυιτψ γαινεδ 1.88%. Χηοππψ mαρκετσ χαυγητ τηε τρενδ−

φολλοωινγ χροωδσ οφ Μαναγεδ Φυτυρεσ (-3.23%) a bit lat-footed.

Wιτηιν Χαλλαν�σ Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε, τηε mεδιαν 

Χαλλαν Λονγ/Σηορτ Εθυιτψ ΦΟΦ (+4.26%) ουτπαχεδ τηε Χαλλαν 

Αβσολυτε Ρετυρν ΦΟΦ (+2.10%). Wιτη διϖερσιφψινγ εξποσυρεσ το 

βοτη νον−διρεχτιοναλ ανδ διρεχτιοναλ στψλεσ, τηε Core Diversiied 
ΦΟΦ γαινεδ 2.91%.

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

 10th Percentile 3.01 3.88 5.57

 25th Percentile 2.92 3.56 4.91

 Median 2.10 2.91 4.26

 75th Percentile 1.28 2.03 3.33

 90th Percentile 1.08 1.07 2.38

 T-Bills + 5% 1.32 1.32 1.32

0%

2%

4%

6%

Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Sources: Callan, Merrill Lynch
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The Callan DC Index is an equally weighted index tracking the cash lows 
ανδ περφορmανχε οφ νεαρλψ 90 πλανσ, ρεπρεσεντινγ mορε τηαν ονε mιλλιον 

DΧ παρτιχιπαντσ ανδ οϖερ ∃135 βιλλιον ιν ασσετσ. Τηε Ινδεξ ισ υπδατεδ 

θυαρτερλψ ανδ ισ αϖαιλαβλε ον Χαλλαν�σ ωεβσιτε, ασ ισ τηε θυαρτερλψ DΧ 

Οβσερϖερ νεωσλεττερ.

DΧ πλαν βαλανχεσ ινχρεασεδ α σολιδ 1.67% ιν τηε σεχονδ 

θυαρτερ, αχχορδινγ το τηε Χαλλαν DΧ Ινδεξ�. Βυτ παρτιχιπαντσ 

sought cover, shifting money from equities into ixed income 
ανδ σταβλε ϖαλυε. Τηισ ισ ατψπιχαλ βεηαϖιορ. Γενεραλλψ, DΧ πλαν 

παρτιχιπαντσ τενδ το φολλοω τηε mαρκετ, ηεαδινγ το εθυιτιεσ 

ωηεν τηε στοχκ mαρκετ ρισεσ.

Τυρνοϖερ�ορ νετ τρανσφερ αχτιϖιτψ λεϖελσ�ηασ αλσο βεεν 

βελοω αϖεραγε τηισ ψεαρ, χοmινγ ιν ατ 0.55% ιν τηε σεχονδ 

quarter and 0.45% in the irst. Historical turnover since incep−

τιον ισ 0.65% φορ τηε Ινδεξ.

Αλτηουγη τηε Ινδεξ ροσε σmαρτλψ φορ τηε θυαρτερ�γαινινγ 

1.90%�ταργετ δατε φυνδσ στιλλ mαναγεδ το mαργιναλλψ ουτπαχε 

τηε τψπιχαλ DΧ ινϖεστορ, γαινινγ 2.02%. Σινχε ινχεπτιον, τηε 

DΧ Ινδεξ ηασ τραιλεδ τηε Αγε 45 Ταργετ Dατε Φυνδ βψ 70 βασισ 

ποιντσ αννυαλλψ, αϖεραγινγ α 5.15% αννυαλ ρετυρν.

Money lowed out of DC plans during the quarter to the tune 
of 23 basis points. Historically, inlows (participant and plan 
σπονσορ χοντριβυτιονσ) ηαϖε αχχουντεδ φορ αππροξιmατελψ 

30% οφ τοταλ γροωτη ιν πλαν βαλανχεσ (2.24% αννυαλιζεδ). 

Αλτογετηερ, παρτιχιπαντ βαλανχεσ ηαϖε ινχρεασεδ 7.39% αννυ−

αλλψ σινχε ινχεπτιον οφ τηε Ινδεξ.

Τηε DΧ Ινδεξ�σ αλλοχατιον το ταργετ δατε φυνδσ χοντινυεδ το 

ινχρεασε ιν τηε θυαρτερ, ρεαχηινγ 26.9% οφ τοταλ DΧ ασσετσ. 

Μεανωηιλε, Υ.Σ. λαργε χαπ εθυιτψ δροππεδ το ιτσ λοωεστ αλλοχα−

τιον σινχε τηε φουρτη θυαρτερ οφ 2011.

Target date funds are the ifth most prevalent asset class in 
DΧ πλανσ (89% οφφερ τηεm), ανδ ωηεν οφφερεδ αττραχτ τηε λιον�σ 

σηαρε οφ ασσετσ, ατ 31% ον αϖεραγε.

DΧ Παρτιχιπαντσ Σεεκ Χοϖερ

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  Τοm Σζκωαρλα

Νετ Χαση Φλοω Αναλψσισ (Σεχονδ Θυαρτερ 2016) 

(Τοπ Τωο ανδ Βοττοm Τωο Ασσετ Γατηερερσ)

Ασσετ Χλασσ

Flows as % of
Τοταλ Νετ Φλοωσ

Ταργετ Dατε Φυνδσ 47.68%

Υ.Σ. Φιξεδ 22.94%

Χοmπανψ Στοχκ −22.66%

Υ.Σ. Λαργε Χαπ −39.59%

Τοταλ Τυρνοϖερ∗∗ 0.55%

Source: Callan DC Index

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

* DC Index inception date is January 2006.

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

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

Ινϖεστmεντ Περφορmανχε∗

Γροωτη Σουρχεσ∗
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% Net Flows % Return Growth% Total Growth

7.39%

Second Quarter 2016Annualized Since 

Inception

2.24%

-0.23%

0.25%

5.15%

1.67%
1.90%

2.53%
2.28%

Year-to-date
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Actual vs Target Asset Allocation
As of September 30, 2016

The top left chart shows the Fund’s asset allocation as of September 30, 2016. 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 CAI Public Fund Sponsor Database.

Actual Asset Allocation

Domestic Equity
33%

International Equity
24%

Fixed Income
27%

Real Estate
9%

Infrastructure
7%

Cash
0%

Target Asset Allocation

Domestic Equity
34%

International Equity
25%

Fixed Income
27%

Real Estate
9%

Infrastructure
5%

$000s Weight Percent $000s
Asset Class Actual Actual Target Difference Difference
Domestic Equity         246,504   33.2%   34.0% (0.8%) (5,667)
International Equity         180,596   24.3%   25.0% (0.7%) (4,824)
Fixed Income         198,810   26.8%   27.0% (0.2%) (1,444)
Real Estate          65,459    8.8%    9.0% (0.2%) (1,293)
Infrastructure          48,271    6.5%    5.0%    1.5%          11,186
Cash           2,042    0.3%    0.0%    0.3%           2,042
Total         741,681  100.0%  100.0%

Asset Class Weights vs CAI Public Fund Sponsor Database
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(10%)
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40%

50%
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Domestic Fixed Cash Real International
Equity Income Estate Equity

(60)(58)

(55)(55)

(80)(100)

(14)(16)

(10)(9)

10th Percentile 51.88 40.76 5.49 18.09 24.20
25th Percentile 44.86 34.42 2.17 12.25 21.24

Median 36.30 27.91 1.13 10.28 18.19
75th Percentile 30.21 21.18 0.38 7.29 14.34
90th Percentile 23.73 14.78 0.14 5.13 9.76

Fund 33.24 26.81 0.28 15.33 24.35

Target 34.00 27.00 0.00 14.00 25.00

% Group Invested 98.90% 97.25% 69.78% 60.99% 97.25%

* Current Quarter Target = 27.0% BB Barclays Aggregate Idx, 26.0% S&P 500 Index, 25.0% MSCI ACWI ex US IMI, 9.0% NFI-ODCE Value Weight Gr, 8.0%

Russell 2500 Index 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, 2016, with
the distribution as of June 30, 2016. 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, 2016 June 30, 2016

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Domestic Equity $246,504,152 33.24% $(11,232,726) $12,927,875 $244,809,003 33.83%

Large Cap Equity $185,394,130 25.00% $(9,587,532) $9,188,319 $185,793,344 25.67%
Transition Account [1] 10,607 0.00% 0 7 10,600 0.00%
Alliance S&P Index 55,628,493 7.50% (2,010,809) 2,117,079 55,522,224 7.67%
PIMCO StocksPLUS 28,965,131 3.91% (1,500,000) 1,303,559 29,161,572 4.03%
BlackRock Russell 1000 Value 48,854,965 6.59% (4,005,857) 1,766,517 51,094,305 7.06%
T. Rowe Price Large Cap Growth 51,934,933 7.00% (2,070,866) 4,001,156 50,004,643 6.91%

Small/Mid Cap Equity $61,110,022 8.24% $(1,645,194) $3,739,557 $59,015,659 8.15%
Champlain Mid Cap 31,190,246 4.21% (72,544) 1,620,307 29,642,483 4.10%
Pyramis Small Cap 29,919,775 4.03% (1,572,650) 2,119,249 29,373,176 4.06%

International Equity $180,596,008 24.35% $(235,104) $10,063,835 $170,767,277 23.59%
Causeway International Opportunities (3) 72,545,485 9.78% (89,540) 4,564,693 68,070,332 9.41%
Aberdeen EAFE Plus 72,989,875 9.84% (145,564) 3,010,304 70,125,135 9.69%
American Century Non-US SC [2] 35,060,647 4.73% 0 2,488,838 32,571,810 4.50%

Fixed Income $198,810,185 26.81% $(169,338) $4,628,875 $194,350,648 26.85%
BlackRock U.S. Debt Fund 72,335,139 9.75% (9,476) 346,037 71,998,579 9.95%
PIMCO Fixed Income 126,475,046 17.05% (159,862) 4,282,838 122,352,070 16.91%

Real Estate $65,458,626 8.83% $(171,017) $1,276,793 $64,352,850 8.89%
JP Morgan Strategic Property Fund 47,353,163 6.38% (114,263) 957,378 46,510,048 6.43%
JP Morgan Income and Growth Fund 18,105,463 2.44% (56,754) 319,415 17,842,802 2.47%

Infrastructure $48,270,522 6.51% $(216,220) $1,074,636 $47,412,106 6.55%
Macquarie European Infrastructure 21,924,377 2.96% (179,324) 430,051 21,673,650 2.99%
SteelRiver Infrastructure 26,346,145 3.55% (36,896) 644,585 25,738,456 3.56%

Cash Composite $2,041,598 0.28% $(16,243) $1,363 $2,056,478 0.28%
Cash 2,041,598 0.28% (16,243) 1,363 2,056,478 0.28%

Total Plan $741,681,091 100.0% $(12,040,649) $29,973,377 $723,748,362 100.0%

[1] The Domestic Equity transition account was funded for the May 2016 plan rebalancing.

[2] American Century was funded May 2016.

 25
Tucson Supplemental Retirement System



Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. 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, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years
Gross of Fees

Domestic Equity 5.32% 14.84% 10.92% 17.57% 7.40%
  Total Domestic Equity Target (1) 4.45% 15.23% 10.44% 16.39% 7.43%

Large Cap Equity 4.98% 14.30% 10.92% 17.15% 6.79%
  S&P 500 Index 3.85% 15.43% 11.16% 16.37% 7.24%

Alliance S&P Index 3.82% 15.26% 11.12% 16.32% 7.28%
PIMCO StocksPLUS 4.48% 16.30% 11.56% 18.51% 9.14%
  S&P 500 Index 3.85% 15.43% 11.16% 16.37% 7.24%

BlackRock Russell 1000 Value Index 3.50% 16.01% 9.75% 16.20% 5.99%
  Russell 1000 Value Index 3.48% 16.20% 9.70% 16.15% 5.85%

T. Rowe Price Large Cap Growth 8.06% 10.45% 11.40% 18.33% 10.13%
  Russell 1000 Growth Index 4.58% 13.76% 11.83% 16.60% 8.85%

Small/Mid Cap Equity U.S. Equity 6.38% 16.73% 10.87% 18.92% 9.58%
  Russell 2500 Index 6.56% 14.44% 7.77% 16.30% 7.95%

Champlain Mid Cap 5.47% 21.81% 12.23% 17.87% 11.57%
  Russell MidCap Index 4.52% 14.25% 9.70% 16.67% 8.32%

Pyramis Small Cap 7.27% 11.51% 9.36% 19.89% 10.45%
  Russell 2000 Index 9.05% 15.47% 6.71% 15.82% 7.07%

International Equity 5.89% 9.18% (0.16%) 7.31% 2.11%
  MSCI ACWI x US (Net) 6.91% 9.26% 0.18% 6.04% 2.16%

Causeway International Opportunities (3) 6.71% 5.12% 0.36% 9.54% 3.76%
  Causeway Linked Index (3) 6.91% 7.88% 0.90% 7.66% 1.95%

Aberdeen EAFE Plus 4.29% 12.92% (1.48%) 5.07% 3.73%
  MSCI ACWI x US (Net) 6.91% 9.26% 0.18% 6.04% 2.16%

American Century Non-US SC (4) 7.64% - - - -
  MSCI ACWI ex US Small Cap 7.91% 13.38% 3.52% 8.60% 4.58%

Fixed Income 2.38% 9.81% 5.32% 5.04% 5.92%
  BB Barclays Aggregate Index 0.46% 5.19% 4.03% 3.08% 4.79%

BlackRock U.S. Debt Fund 0.48% 5.29% 4.17% 3.22% 4.92%
  BB Barclays Aggregate Index 0.46% 5.19% 4.03% 3.08% 4.79%

PIMCO Fixed Income 3.50% 12.61% 6.01% 6.20% 6.64%
  Custom Index (2) 2.33% 10.38% 5.91% 5.50% 6.20%

(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.
(3) Causeway International Value transitioned to International Opportunities in May 2016; as such, the index has been
changed accordingly from EAFE to ACWI ex-US (Net Div).
(4) American Century Non-US SC was funded during second quarter 2016.
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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, 2016. 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, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Gross of Fees

Real Estate 1.99% 9.17% 11.86% 12.87% 5.58%
  NFI-ODCE Value Weight Gr 2.07% 10.08% 12.45% 12.40% 6.02%

JP Morgan Strategic Property Fund 2.06% 9.67% 12.09% 12.67% 6.72%
  NFI-ODCE Value Weight Gr 2.07% 10.08% 12.45% 12.40% 6.02%

JP Morgan Income and Growth Fund 1.78% 7.90% 11.80% 14.99% 3.91%
  NFI-ODCE Value Weight Gr 2.07% 10.08% 12.45% 12.40% 6.02%

Infrastructure 2.28% 13.99% 8.17% 7.41% -
  CPI + 4% 1.07% 5.22% 4.71% 5.04% 5.73%

Macquarie European Infrastructure 2.00% 6.84% 2.00% 6.79% -
SteelRiver Infrastructure 2.51% 20.70% 15.43% 7.77% -
  CPI + 4% 1.07% 5.22% 4.71% 5.04% 5.73%

Cash Composite 0.07% 0.19% 0.06% 0.05% 1.06%

Total Fund 4.16% 12.32% 7.97% 11.92% 6.30%
Total Fund Benchmark* 3.64% 10.61% 7.11% 10.55% 5.97%

* Current Quarter Target = 27.0% BB Barclays Aggregate Idx, 26.0% S&P 500 Index, 25.0% MSCI ACWI ex US IMI, 9.0%
NFI-ODCE Value Weight Gr, 8.0% Russell 2500 Index and 5.0% CPI-W+4.0%.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. 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.

 6/2016-
9/2016 FY 2016 FY 2015 FY 2014 FY 2013

Gross of Fees

Domestic Equity 5.32% 1.24% 9.01% 26.67% 23.35%
  Total Domestic Equity Target (1) 4.45% 2.28% 7.15% 24.84% 21.70%

Large Cap Equity 4.98% 1.60% 7.96% 27.15% 22.41%
  S&P 500 Index 3.85% 3.99% 7.42% 24.61% 20.60%

Alliance S&P Index 3.82% 3.97% 7.43% 24.50% 20.51%

PIMCO StocksPLUS 4.48% 2.68% 7.57% 27.61% 24.51%

  S&P 500 Index 3.85% 3.99% 7.42% 24.61% 20.60%

BlackRock Russell 1000 Value Index 3.50% 2.75% 4.34% 23.88% 25.36%

  Russell 1000 Value Index 3.48% 2.86% 4.13% 23.81% 25.32%

T. Rowe Price Large Cap Growth 8.06% (2.64%) 12.35% 32.80% 20.37%

  Russell 1000 Growth Index 4.58% 3.02% 10.56% 26.92% 17.07%

Small/Mid Cap Equity U.S. Equity 6.38% 0.17% 12.68% 24.97% 26.35%
  Russell 2500 Index 6.56% (3.67%) 5.92% 25.58% 25.61%

Champlain Mid Cap 5.47% 4.64% 10.27% 26.20% 22.88%

  Russell MidCap Index 4.52% 0.56% 6.63% 26.85% 25.41%

Pyramis Small Cap 7.27% (4.41%) 15.07% 23.59% 29.74%

  Russell 2000 Index 9.05% (6.73%) 6.49% 23.64% 24.21%

International Equity 5.89% (9.40%) (5.79%) 21.26% 17.18%
  MSCI ACWI x US (Net) 6.91% (10.24%) (5.26%) 21.75% 13.63%

Causeway International Opportunities (3) 6.71% (11.66%) (2.38%) 23.76% 22.07%

  Causeway Linked Index (3) 6.91% (9.42%) (4.22%) 23.57% 18.62%

Aberdeen EAFE Plus 4.29% (7.60%) (10.16%) 18.20% 11.69%

  MSCI ACWI x US (Net) 6.91% (10.24%) (5.26%) 21.75% 13.63%

American Century Non-US SC 7.64% - - - -

  MSCI ACWI ex US Small Cap 7.91% (5.46%) (3.07%) 26.09% 15.94%

Fixed Income 2.38% 6.39% 0.78% 7.64% 1.84%
  BB Barclays Aggregate Index 0.46% 6.00% 1.86% 4.37% (0.69%)

BlackRock U.S. Debt Fund 0.48% 6.13% 1.99% 4.49% (0.48%)

  BB Barclays Aggregate Index 0.46% 6.00% 1.86% 4.37% (0.69%)

PIMCO Fixed Income 3.50% 6.55% 0.05% 9.60% 3.27%

  Custom Index (2) 2.33% 7.28% 0.75% 8.48% 2.41%

(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.

(3) Causeway International Value transitioned to International Opportunities in May 2016; as such, the index has been

changed accordingly from EAFE to ACWI ex-US (Net Div).
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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, 2016. 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.

 6/2016-
9/2016 FY 2016 FY 2015 FY 2014 FY 2013

Gross of Fees

Real Estate 1.99% 10.80% 13.92% 13.27% 16.00%
  NFI-ODCE Value Weight Gr 2.07% 11.82% 14.43% 12.75% 12.17%

JP Morgan Strategic Property Fund 2.06% 11.10% 13.37% 14.08% 14.08%
  NFI-ODCE Value Weight Gr 2.07% 11.82% 14.43% 12.75% 12.17%

JP Morgan Income and Growth Fund 1.78% 10.06% 16.19% 11.66% 25.49%
  NFI-ODCE Value Weight Gr 2.07% 11.82% 14.43% 12.75% 12.17%

Infrastructure 2.28% 12.61% (2.75%) 16.31% 3.27%
  CPI + 4% 1.07% 4.64% 3.62% 6.05% 5.76%

Macquarie European Infrastructure 2.00% 6.82% (9.64%) 14.63% 13.28%
SteelRiver Infrastructure 2.51% 17.75% 5.97% 18.46% (7.19%)
  CPI + 4% 1.07% 4.64% 3.62% 6.05% 5.76%

Cash Composite 0.07% 0.12% 0.00% 0.00% 0.05%

Total Fund 4.16% 2.33% 4.63% 19.64% 14.84%
Total Fund Benchmark* 3.64% 1.82% 4.34% 16.97% 12.87%

* Current Quarter Target = 27.0% BB Barclays Aggregate Idx, 26.0% S&P 500 Index, 25.0% MSCI ACWI ex US IMI, 9.0%
NFI-ODCE Value Weight Gr, 8.0% Russell 2500 Index and 5.0% CPI-W+4.0%.

 29
Tucson Supplemental Retirement System



Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. 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, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Net of Fees

Domestic Equity 5.23% 14.48% 10.59% 17.19% 7.01%
  Total Domestic Equity Target (1) 4.45% 15.23% 10.44% 16.39% 7.43%

Large Cap Equity 4.93% 14.12% 10.76% 16.95% 6.53%
  S&P 500 Index 3.85% 15.43% 11.16% 16.37% 7.24%

Alliance S&P Index 3.81% 15.22% 11.08% 16.28% 7.23%

PIMCO StocksPLUS 4.48% 16.30% 11.56% 18.33% 9.02%

  S&P 500 Index 3.85% 15.43% 11.16% 16.37% 7.24%

BlackRock Russell 1000 Value Index 3.50% 15.99% 9.71% 16.17% 5.98%

  Russell 1000 Value Index 3.48% 16.20% 9.70% 16.15% 5.85%

T. Rowe Price Large Cap Growth 7.90% 9.87% 10.89% 17.77% 9.59%

  Russell 1000 Growth Index 4.58% 13.76% 11.83% 16.60% 8.85%

Small/Mid Cap Equity U.S. Equity 6.14% 15.79% 10.00% 17.99% 8.73%
  Russell 2500 Index 6.56% 14.44% 7.77% 16.30% 7.95%

Champlain Mid Cap 5.22% 20.76% 11.28% 16.88% 10.63%

  Russell MidCap Index 4.52% 14.25% 9.70% 16.67% 8.32%

Pyramis Small Cap 7.04% 10.67% 8.55% 19.01% 9.64%

  Russell 2000 Index 9.05% 15.47% 6.71% 15.82% 7.07%

International Equity 5.85% 8.56% (0.82%) 6.57% 1.35%
  MSCI ACWI x US (Net) 6.91% 9.26% 0.18% 6.04% 2.16%

Causeway International Opportunities (3) 6.59% 4.48% (0.27%) 8.85% 3.08%

  Causeway Linked Index (3) 6.91% 7.88% 0.90% 7.66% 1.95%

Aberdeen EAFE Plus 4.29% 12.28% (2.20%) 4.29% 2.93%

  MSCI ACWI x US (Net) 6.91% 9.26% 0.18% 6.04% 2.16%

American Century Non-US SC 7.64% - - - -

  MSCI ACWI ex US Small Cap 7.91% 13.38% 3.52% 8.60% 4.58%

Fixed Income 2.31% 9.47% 4.99% 4.71% 5.63%
  BB Barclays Aggregate Index 0.46% 5.19% 4.03% 3.08% 4.79%

BlackRock U.S. Debt Fund 0.48% 5.26% 4.14% 3.19% 4.91%

  BB Barclays Aggregate Index 0.46% 5.19% 4.03% 3.08% 4.79%

PIMCO Fixed Income 3.38% 12.07% 5.50% 5.70% 6.21%

  Custom Index (2) 2.33% 10.38% 5.91% 5.50% 6.20%

(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.

(3) Causeway International Value transitioned to International Opportunities in May 2016; as such, the index has been

changed accordingly from EAFE to ACWI ex-US (Net Div).
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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, 2016. 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, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Net of Fees

Real Estate 1.72% 8.02% 10.67% 11.64% 4.36%
  NFI-ODCE Equal Weight Net 1.96% 9.69% 11.64% 11.41% 4.86%

JP Morgan Strategic Property Fund 1.81% 8.60% 11.00% 11.57% 5.67%
  NFI-ODCE Equal Weight Net 1.96% 9.69% 11.64% 11.41% 4.86%

JP Morgan Income and Growth Fund 1.47% 6.55% 10.29% 13.40% 2.29%
  NFI-ODCE Equal Weight Net 1.96% 9.69% 11.64% 11.41% 4.86%

Infrastructure 1.83% 13.17% 7.17% 6.13% -
  CPI + 4% 1.07% 5.22% 4.71% 5.04% 5.73%

Macquarie European Infrastructure 1.20% 6.00% 1.19% 5.68% -
SteelRiver Infrastructure 2.36% 19.90% 14.16% 6.26% -
  CPI + 4% 1.07% 5.22% 4.71% 5.04% 5.73%

Cash Composite 0.07% 0.19% 0.06% 0.05% 1.06%

Total Fund 4.04% 11.83% 7.49% 11.38% 5.77%
Total Fund Benchmark* 3.64% 10.61% 7.11% 10.55% 5.97%

* Current Quarter Target = 27.0% BB Barclays Aggregate Idx, 26.0% S&P 500 Index, 25.0% MSCI ACWI ex US IMI, 9.0%
NFI-ODCE Value Weight Gr, 8.0% Russell 2500 Index and 5.0% CPI-W+4.0%.
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Investment Manager Returns

The table below details the rates of return for the Fund’s investment managers over various time periods ended September
30, 2016. 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.

 6/2016-
9/2016 FY 2016 FY 2015 FY 2014 FY 2013

Net of Fees

Domestic Equity 5.23% 0.94% 8.72% 26.30% 22.90%
  Total Domestic Equity Target (1) 4.45% 2.28% 7.15% 24.84% 21.70%

Large Cap Equity 4.93% 1.44% 7.83% 26.95% 22.21%
  S&P 500 Index 3.85% 3.99% 7.42% 24.61% 20.60%

Alliance S&P Index 3.81% 3.93% 7.40% 24.45% 20.46%

PIMCO StocksPLUS 4.48% 2.68% 7.57% 27.61% 23.83%

  S&P 500 Index 3.85% 3.99% 7.42% 24.61% 20.60%

BlackRock Russell 1000 Value Index 3.50% 2.71% 4.30% 23.83% 25.35%

  Russell 1000 Value Index 3.48% 2.86% 4.13% 23.81% 25.32%

T. Rowe Price Large Cap Growth 7.90% (3.13%) 11.93% 32.16% 19.79%

  Russell 1000 Growth Index 4.58% 3.02% 10.56% 26.92% 17.07%

Small/Mid Cap Equity U.S. Equity 6.14% (0.61%) 11.80% 24.00% 25.36%
  Russell 2500 Index 6.56% (3.67%) 5.92% 25.58% 25.61%

Champlain Mid Cap 5.22% 3.76% 9.33% 25.16% 21.86%

  Russell MidCap Index 4.52% 0.56% 6.63% 26.85% 25.41%

Pyramis Small Cap 7.04% (5.10%) 14.24% 22.70% 28.79%

  Russell 2000 Index 9.05% (6.73%) 6.49% 23.64% 24.21%

International Equity 5.85% (10.04%) (6.46%) 20.41% 16.34%
  MSCI ACWI x US (Net) 6.91% (10.24%) (5.26%) 21.75% 13.63%

Causeway International Opportunities (3) 6.59% (12.24%) (3.01%) 22.98% 21.27%

  Causeway Linked Index (3) 6.91% (9.42%) (4.22%) 23.57% 18.62%

Aberdeen EAFE Plus 4.29% (8.32%) (10.90%) 17.28% 10.80%

  MSCI ACWI x US (Net) 6.91% (10.24%) (5.26%) 21.75% 13.63%

American Century Non-US SC 7.64% - - - -

  MSCI ACWI ex US Small Cap 7.91% (5.46%) (3.07%) 26.09% 15.94%

Fixed Income 2.31% 6.06% 0.46% 7.30% 1.51%
  BB Barclays Aggregate Index 0.46% 6.00% 1.86% 4.37% (0.69%)

BlackRock U.S. Debt Fund 0.48% 6.09% 1.97% 4.43% (0.49%)

  BB Barclays Aggregate Index 0.46% 6.00% 1.86% 4.37% (0.69%)

PIMCO Fixed Income 3.38% 6.04% (0.43%) 9.07% 2.77%

  Custom Index (2) 2.33% 7.28% 0.75% 8.48% 2.41%

(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.

(3) Causeway International Value transitioned to International Opportunities in May 2016; as such, the index has been

changed accordingly from EAFE to ACWI ex-US (Net Div).
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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, 2016. 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.

 6/2016-
9/2016 FY 2016 FY 2015 FY 2014 FY 2013

Net of Fees

Real Estate 1.72% 9.64% 12.74% 12.03% 14.67%
  NFI-ODCE Equal Weight Net 1.96% 11.24% 13.64% 11.37% 10.80%

JP Morgan Strategic Property Fund 1.81% 10.02% 12.28% 12.98% 12.95%
  NFI-ODCE Equal Weight Net 1.96% 11.24% 13.64% 11.37% 10.80%

JP Morgan Income and Growth Fund 1.47% 8.69% 14.74% 9.93% 23.54%
  NFI-ODCE Equal Weight Net 1.96% 11.24% 13.64% 11.37% 10.80%

Infrastructure 1.83% 12.30% (3.82%) 15.32% 1.39%
  CPI + 4% 1.07% 4.64% 3.62% 6.05% 5.76%

Macquarie European Infrastructure 1.20% 6.82% (10.56%) 14.11% 11.61%
SteelRiver Infrastructure 2.36% 17.13% 4.67% 16.80% (9.28%)
  CPI + 4% 1.07% 4.64% 3.62% 6.05% 5.76%

Cash Composite 0.07% 0.12% (0.00%) 0.00% 0.05%

Total Fund 4.04% 1.89% 4.17% 19.11% 14.21%
Total Fund Benchmark* 3.64% 1.82% 4.34% 16.97% 12.87%

* Current Quarter Target = 27.0% BB Barclays Aggregate Idx, 26.0% S&P 500 Index, 25.0% MSCI ACWI ex US IMI, 9.0%
NFI-ODCE Value Weight Gr, 8.0% Russell 2500 Index and 5.0% CPI-W+4.0%.
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Quarterly Style Attribution - September 30, 2016

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
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1.99
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Actual Target

Relative Attribution by Style Class

(0.6%) (0.4%) (0.2%) 0.0% 0.2% 0.4% 0.6% 0.8%
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(0.00 )

0.29

(0.02 )
0.01

(0.01 )
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0.53

(0.01 )
(0.00 )
(0.01 )

0.08
(0.04 )

0.03

(0.27 )
(0.04 )

(0.32 )

0.59
(0.08 )

0.51

Manager Effect Style Allocation Total

Relative Attribution Effects for Quarter ended September 30, 2016

Effective Effective Total
Actual Target Actual Target Manager Style Relative

Style Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 26% 26% 4.98% 3.85% 0.29% (0.00%) 0.29%
Small/Mid Cap Equity 8% 8% 6.38% 6.56% (0.02%) 0.01% (0.01%)
Fixed Income 27% 27% 2.38% 0.46% 0.52% 0.00% 0.53%
Real Estate 9% 9% 1.99% 2.13% (0.01%) (0.00%) (0.01%)
Infrastructure 6% 5% 2.28% 1.07% 0.08% (0.04%) 0.03%
International Equity 24% 25% 5.89% 7.05% (0.27%) (0.04%) (0.32%)

Total = + +4.16% 3.65% 0.59% (0.08%) 0.51%

* Current Quarter Target = 27.0% BB Barclays Aggregate Idx, 26.0% S&P 500 Index, 25.0% MSCI ACWI ex US IMI, 9.0% NFI-ODCE Value Weight Gr, 8.0%

Russell 2500 Index and 5.0% CPI-W+4.0%.
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Cumulative Style Relative Attribution - September 30, 2016

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% 2.0% 2.5%

Large Cap Equity

Small/Mid Cap Equity
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Infrastructure

International Equity

Total

Manager Effect Style Allocation Total

Cumulative Relative Attribution Effects

(1%)

0%

1%

2%

2015 2016

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 33% 32% 14.30% 15.43% (0.45%) 0.14% (0.31%)
Small/Mid Cap Equity 10% 9% 16.73% 14.44% 0.27% 0.01% 0.28%
Fixed Income 25% 26% 9.81% 5.19% 1.18% 0.03% 1.21%
Real Estate 9% 8% 9.17% 10.15% (0.09%) (0.02%) (0.11%)
Infrastructure 6% 5% 13.99% 5.22% 0.57% (0.10%) 0.47%
International Equity 17% 19% 9.18% 9.34% 0.03% 0.12% 0.15%

Total = + +12.32% 10.62% 1.51% 0.19% 1.70%

* Current Quarter Target = 27.0% BB Barclays Aggregate Idx, 26.0% S&P 500 Index, 25.0% MSCI ACWI ex US IMI, 9.0% NFI-ODCE Value Weight Gr, 8.0%

Russell 2500 Index and 5.0% CPI-W+4.0%.
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Cumulative Style Relative Attribution - September 30, 2016

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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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% 35% 17.15% 16.37% 0.26% 0.04% 0.30%
Small/Mid Cap Equity 11% 10% 18.92% 16.30% 0.28% (0.01%) 0.27%
Fixed Income 24% 26% 5.04% 3.30% 0.46% 0.00% 0.46%
Real Estate 8% 8% 12.87% 12.42% 0.03% (0.02%) 0.01%
Infrastructure 6% 5% 7.41% 5.04% 0.16% (0.10%) 0.06%
International Equity 14% 16% 7.31% 6.06% 0.19% 0.06% 0.25%

Total = + +11.92% 10.55% 1.38% (0.02%) 1.36%

* Current Quarter Target = 27.0% BB Barclays Aggregate Idx, 26.0% S&P 500 Index, 25.0% MSCI ACWI ex US IMI, 9.0% NFI-ODCE Value Weight Gr, 8.0%

Russell 2500 Index 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 CAI Public Fund Sponsor Database.
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Squares represent membership of the CAI Public Fund Sponsor Database

* Current Quarter Target = 27.0% BB Barclays Aggregate Idx, 26.0% S&P 500 Index, 25.0% MSCI ACWI ex US IMI, 9.0% NFI-ODCE Value Weight Gr, 8.0%

Russell 2500 Index 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 CAI Public Fund Sponsor
Database for periods ended September 30, 2016. 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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Median 9.63 6.12 9.30 8.13
75th Percentile 8.67 5.29 8.38 7.49
90th Percentile 7.58 4.56 7.49 6.81

Total Fund 12.32 7.97 11.92 9.88
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Total Fund 12.32 7.97 11.92 9.88
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* Current Quarter Target = 27.0% BB Barclays Aggregate Idx, 26.0% S&P 500 Index, 25.0% MSCI ACWI ex US IMI, 9.0% NFI-ODCE Value Weight Gr, 8.0%

Russell 2500 Index and 5.0% CPI-W+4.0%.
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Total Fund
Period Ended September 30, 2016

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

Quarterly Summary and Highlights
Total Fund’s portfolio posted a 4.16% return for the quarter placing it in the 8 percentile of the CAI Public Fund Sponsor
Database group for the quarter and in the 1 percentile for the last year.

Total Fund’s portfolio outperformed the Total Fund Benchmark by 0.51% for the quarter and outperformed the Total
Fund Benchmark for the year by 1.71%.

Performance vs CAI Public Fund Sponsor Database (Gross)

0%

2%

4%

6%

8%

10%

12%

14%

Last Quarter Last Last 3 Years Last 5 Years Last 10 Years Last 28 Years
Year

(8)
(33)

(1)

(15)

(1)

(10)

(1)

(12)

(15)
(31)

(61)
(45)

10th Percentile 4.01 11.00 7.11 10.70 6.51 9.10
25th Percentile 3.74 10.26 6.61 10.19 6.05 8.90

Median 3.43 9.63 6.12 9.30 5.66 8.46
75th Percentile 3.07 8.67 5.29 8.38 5.29 8.21
90th Percentile 2.60 7.58 4.56 7.49 4.73 7.93

Total Fund 4.16 12.32 7.97 11.92 6.30 8.34

Total Fund
Benchmark 3.64 10.61 7.11 10.55 5.97 8.62

Relative Return vs Total Fund Benchmark

R
e
la

ti
v
e

 R
e

tu
rn

s

(1.5%)

(1.0%)

(0.5%)

0.0%

0.5%

1.0%

1.5%

2.0%

11 2012 2013 2014 2015 2016

Total Fund

CAI Public Fund Sponsor Database (Gross)
Annualized Five Year Risk vs Return

0 2 4 6 8 10
0%

2%

4%

6%

8%

10%

12%

14%

Total Fund

Total Fund Benchmark

Standard Deviation

R
e

tu
rn

s

 39
Tucson Supplemental Retirement System



D
o

m
e

s
tic

 E
q

u
ity

Domestic Equity



Domestic Equity
Period Ended September 30, 2016

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 5.32% return for the quarter placing it in the 31 percentile of the Pub Pln- Domestic
Equity group for the quarter and in the 40 percentile for the last year.

Domestic Equity’s portfolio outperformed the Total Domestic Equity Target by 0.87% for the quarter and
underperformed the Total Domestic Equity Target for the year by 0.39%.

Performance vs Pub Pln- Domestic Equity (Gross)
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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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Alliance S&P Index
Period Ended September 30, 2016

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 3.82% return for the quarter placing it in the 66 percentile of the CAI Large Cap
Core group for the quarter and in the 19 percentile for the last year.

Alliance S&P Index’s portfolio underperformed the S&P 500 Index by 0.03% for the quarter and underperformed the
S&P 500 Index for the year by 0.17%.

Performance vs CAI Large Cap Core (Gross)
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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 (Gross)
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PIMCO StocksPLUS
Period Ended September 30, 2016

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 4.48% return for the quarter placing it in the 51 percentile of the CAI Large
Capitalization group for the quarter and in the 9 percentile for the last year.

PIMCO StocksPLUS’s portfolio outperformed the S&P 500 Index by 0.62% for the quarter and outperformed the S&P
500 Index for the year by 0.87%.

Performance vs CAI Large Capitalization (Gross)
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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 (Gross)
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BlackRock Russell 1000 Value
Period Ended September 30, 2016

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 3.50% return for the quarter placing it in the 63 percentile of the CAI
Large Cap Value group for the quarter and in the 17 percentile for the last year.

BlackRock Russell 1000 Value’s portfolio outperformed the Russell 1000 Value Index by 0.02% for the quarter and
underperformed the Russell 1000 Value Index for the year by 0.18%.

Performance vs CAI Large Cap Value (Gross)
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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 (Gross)
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T. Rowe Price Large Cap Growth
Period Ended September 30, 2016

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 8.06% return for the quarter placing it in the 11 percentile of the
CAI Large Cap Growth group for the quarter and in the 68 percentile for the last year.

T. Rowe Price Large Cap Growth’s portfolio outperformed the Russell 1000 Growth Index by 3.47% for the quarter and
underperformed the Russell 1000 Growth Index for the year by 3.31%.

Performance vs CAI Large Cap Growth (Gross)
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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 (Gross)
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Champlain Mid Cap
Period Ended September 30, 2016

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 5.47% return for the quarter placing it in the 32 percentile of the CAI Mid
Capitalization group for the quarter and in the 1 percentile for the last year.

Champlain Mid Cap’s portfolio outperformed the Russell MidCap Index by 0.96% for the quarter and outperformed the
Russell MidCap Index for the year by 7.56%.

Performance vs CAI Mid Capitalization (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 (Gross)
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Pyramis Small Cap
Period Ended September 30, 2016

Investment Philosophy
FIAM believes that equity markets are semi-efficient and that pricing anomalies exist within the marketplace. The Small
Cap Core strategy seeks to build a balanced portfolio where returns will be driven by stock selections 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 7.27% return for the quarter placing it in the 62 percentile of the CAI Small
Capitalization group for the quarter and in the 62 percentile for the last year.

Pyramis Small Cap’s portfolio underperformed the Russell 2000 Index by 1.78% for the quarter and underperformed the
Russell 2000 Index for the year by 3.95%.

Performance vs CAI Small Capitalization (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 (Gross)
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International Equity
Period Ended September 30, 2016

Quarterly Summary and Highlights
International Equity’s portfolio posted a 5.89% return for the quarter placing it in the 96 percentile of the Pub Pln-
International Equity group for the quarter and in the 63 percentile for the last year.

International Equity’s portfolio underperformed the MSCI ACWI ex US by 1.02% for the quarter and underperformed the
MSCI ACWI ex US for the year by 0.07%.

Performance vs Pub Pln- International Equity (Gross)

(5%)

0%

5%

10%

15%

20%

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

(96)

(50)

(63)(62)

(89)(79)

(61)

(82)

(72)(70)

10th Percentile 8.43 14.37 3.24 9.33 4.32
25th Percentile 7.36 11.98 2.27 8.32 3.77

Median 6.92 10.38 1.23 7.53 2.94
75th Percentile 6.53 8.22 0.34 6.61 1.99
90th Percentile 6.28 6.03 (0.42) 5.26 0.53

International
Equity 5.89 9.18 (0.16) 7.31 2.11

MSCI
ACWI ex US 6.91 9.26 0.18 6.04 2.16

Relative Return vs MSCI ACWI ex US

R
e

la
ti
v
e

 R
e

tu
rn

s

(3%)

(2%)

(1%)

0%

1%

2%

3%

4%

11 2012 2013 2014 2015 2016

International Equity

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

9 10 11 12 13 14 15 16
0%

2%

4%

6%

8%

10%

12%

14%

16%

International Equity

MSCI ACWI ex US

Standard Deviation

R
e

tu
rn

s

 56
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 Opportunities
Period Ended September 30, 2016

Investment Philosophy
Causeway’s strategy consists of a three step process:  1) The International Value piece (developed markets only)  utilizes
bottom-up selection of undervalued stocks as well as the compounding of dividend returns;  2) The Emerging Markets
portion implements through the use of proprietary quantitative models that are a combination of bottom-up and top-down
factors; 3) The team also utilizes quantitative allocation models to tactically allocate (within specified ranges) between
Emerging Markets and Developed Markets based on their relative attractiveness. The product was funded during the first
quarter of 2005.  In May 2016 the strategy transitioned from International Value to International Opportunities.  As such, the
index has been updated accordingly from EAFE to ACWI ex-US (Net Div).

Quarterly Summary and Highlights
Causeway International Opportunities’s portfolio posted a 6.71% return for the quarter placing it in the 52 percentile of
the CAI Non-U.S. Equity Style group for the quarter and in the 79 percentile for the last year.

Causeway International Opportunities’s portfolio underperformed the Causeway Linked Index by 0.20% for the quarter
and underperformed the Causeway Linked Index for the year by 2.76%.

Performance vs CAI Non-U.S. Equity Style (Gross)
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Causeway International Opportunities
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, 2016

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 4.29% return for
the quarter placing it in the 92 percentile of the CAI
Non-U.S. Equity Style group for the quarter and in the 14
percentile for the last year.

Aberdeen EAFE Plus’s portfolio underperformed the MSCI
ACWI ex US by 2.62% for the quarter and outperformed the
MSCI ACWI ex US for the year by 3.66%.

Quarterly Asset Growth

Beginning Market Value $70,125,135

Net New Investment $-145,564

Investment Gains/(Losses) $3,010,304

Ending Market Value $72,989,875

Percent Cash: 0.0%

Performance vs CAI Non-U.S. Equity Style (Gross)
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adjusted for corporate actions). Analysis is then done using current market and company financial data.
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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)

(80%)

(60%)

(40%)

(20%)

0%

20%

40%

60%

80%

12/15- 9/16 2015 2014 2013 2012 2011 2010 2009 2008 2007

224

99
93 3250

9990 8276

4
73

2655

2025

2269

4235

10th Percentile 8.43 4.92 (0.30) 28.92 23.51 (6.44) 17.43 48.53 (36.56) 24.12
25th Percentile 5.67 2.71 (2.06) 26.07 21.64 (9.49) 15.06 41.35 (40.10) 18.89

Median 3.14 0.48 (3.88) 22.49 19.25 (11.24) 11.62 33.82 (43.20) 13.55
75th Percentile 0.80 (2.53) (5.71) 18.50 16.97 (13.94) 9.02 29.20 (46.54) 9.73
90th Percentile (0.55) (4.70) (7.81) 15.53 14.91 (16.62) 6.27 25.12 (49.29) 6.45

Aberdeen
EAFE Plus 11.25 (13.63) (2.53) 9.79 15.94 (3.72) 15.02 43.55 (39.68) 15.54
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75th Percentile 0.51 0.63 0.46
90th Percentile 0.19 0.53 0.11

Aberdeen EAFE Plus (0.03) 0.44 (0.19)
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American Century Non-US SC
Period Ended September 30, 2016

Investment Philosophy
American Century      s philosophy of growth investing is centered on the belief that accelerating growth in earnings and
revenues, rather than the absolute level of growth, is more highly correlated to stock price performance. This philosophy
often directs analysts to research different companies than other growth managers, as they do not require an absolute
threshold of earnings or revenue growth. This philosophy allows American Century to take advantage of both the normal
price appreciation that results from a company’s earnings growth, and the markets re-rating of a company’s
price-to-earnings multiple. The goal is to construct a portfolio of international stocks that are experiencing accelerating
growth that are believed to be sustainable over time. The product was funded during the second quarter of 2016.  Prior
performance represents that of the composite for supplementary purposes.

Quarterly Summary and Highlights
American Century Non-US SC’s portfolio posted a 7.64%
return for the quarter placing it in the 59 percentile of the CAI
International Small Cap group for the quarter and in the 74
percentile for the last year.

American Century Non-US SC’s portfolio underperformed
the MSCI ACWI ex US Small Cap by 0.27% for the quarter
and underperformed the MSCI ACWI ex US Small Cap for
the year by 4.30%.

Quarterly Asset Growth

Beginning Market Value $32,571,810

Net New Investment $0

Investment Gains/(Losses) $2,488,838

Ending Market Value $35,060,647

Percent Cash: (0.0)%

Performance vs CAI International Small Cap (Gross)
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10th Percentile 10.28 15.89 10.08 15.62 8.38
25th Percentile 9.03 14.20 7.76 14.02 7.46

Median 7.99 11.38 6.12 12.77 6.33
75th Percentile 7.06 8.78 4.73 11.40 5.15
90th Percentile 5.79 6.80 2.18 9.64 4.33

American
Century Non-US SC 7.64 9.08 5.88 14.17 7.67

MSCI ACWI ex
US Small Cap 7.91 13.38 3.52 8.60 4.58

Relative Returns vs
MSCI ACWI ex US Small Cap
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American Century Non-US SC
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 International Small Cap (Gross)
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25th Percentile 6.68 13.03 (1.85) 34.19 25.53 (11.52) 27.96 57.95 (45.38) 15.23

Median 4.51 10.05 (3.42) 31.13 23.55 (13.64) 24.28 48.29 (48.22) 8.87
75th Percentile 2.77 6.62 (6.43) 28.47 20.84 (15.72) 22.33 36.58 (51.35) 2.84
90th Percentile 0.52 3.40 (9.15) 23.74 15.91 (17.79) 19.96 29.42 (53.33) (2.30)

American
Century Non-US SC 3.21 12.24 (5.61) 33.23 26.58 (13.72) 24.55 48.01 (51.31) 24.35

MSCI ACWI ex
US Small Cap 7.70 2.60 (4.03) 19.73 18.52 (18.50) 25.20 62.91 (50.23) 10.74

Cumulative and Quarterly Relative Return vs MSCI ACWI ex US Small Cap
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10th Percentile 7.63 17.95
25th Percentile 5.71 15.11

Median 4.32 13.27
75th Percentile 2.94 11.80
90th Percentile 1.01 9.38

American
Century Non-US SC 6.60 16.77
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Information Sharpe Excess Return
Ratio Ratio Ratio

(26)
(13)

(47)

10th Percentile 1.65 1.25 1.51
25th Percentile 1.39 1.08 1.22

Median 1.11 0.98 0.91
75th Percentile 0.80 0.85 0.57
90th Percentile 0.16 0.64 0.20

American
Century Non-US SC 1.35 1.17 0.98
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Fixed Income
Period Ended September 30, 2016

Quarterly Summary and Highlights
Fixed Income’s portfolio posted a 2.38% return for the quarter placing it in the 5 percentile of the Corp Pln- Domestic
Fixed group for the quarter and in the 54 percentile for the last year.

Fixed Income’s portfolio outperformed the BB Barclays Aggregate Index by 1.92% for the quarter and outperformed the
BB Barclays Aggregate Index for the year by 4.61%.

Performance vs Corp Pln- Domestic Fixed (Gross)
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25th Percentile 1.86 15.24 10.07 6.91 8.20

Median 1.46 10.30 6.27 5.38 6.54
75th Percentile 1.08 6.27 4.32 4.12 5.36
90th Percentile 0.60 5.22 3.67 3.43 4.81

Fixed Income 2.38 9.81 5.32 5.04 5.92

BB Barclays
Aggregate Index 0.46 5.19 4.03 3.08 4.79

Relative Returns vs
BB Barclays Aggregate Index
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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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25th Percentile 16.26 0.51 17.60 (0.92) 10.66 18.44 11.28 16.22 5.31 7.79

Median 11.17 (1.44) 9.46 (2.63) 8.89 9.28 9.64 11.72 1.41 6.67
75th Percentile 6.49 (3.27) 5.35 (6.90) 6.76 6.31 7.94 7.67 (3.84) 5.68
90th Percentile 5.50 (4.03) 3.82 (8.70) 5.09 4.83 6.57 3.87 (8.39) 4.27

Fixed Income 9.67 (0.00) 5.77 (0.81) 10.15 6.05 7.04 15.41 (2.32) 7.77

BB Barclays
Aggregate Index 5.80 0.55 5.97 (2.02) 4.21 7.84 6.54 5.93 5.24 6.97

Cumulative and Quarterly Relative Return vs BB Barclays Aggregate Index
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10th Percentile 1.84 5.03
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90th Percentile (2.04) 2.22

Fixed Income 1.62 4.46
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Information Sharpe Excess Return
Ratio Ratio Ratio
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(29)

10th Percentile 1.20 1.53 1.24
25th Percentile 0.92 1.34 0.92

Median 0.12 1.08 0.70
75th Percentile (0.58) 0.86 0.55
90th Percentile (0.71) 0.79 0.19

Fixed Income 0.74 1.35 0.89
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BlackRock U.S. Debt Fund
Period Ended September 30, 2016

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 0.48% return for the quarter placing it in the 81 percentile of the CAI
Core Bond Fixed Income group for the quarter and in the 77 percentile for the last year.

BlackRock U.S. Debt Fund’s portfolio outperformed the BB Barclays Aggregate Idx by 0.02% for the quarter and
outperformed the BB Barclays Aggregate Idx for the year by 0.10%.

Performance vs CAI Core Bond Fixed Income (Gross)
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90th Percentile 0.33 4.96 3.88 3.18 3.24 4.75

BlackRock
U.S. Debt Fund 0.48 5.29 4.17 3.15 3.22 4.92

BB Barclays
Aggregate Idx 0.46 5.19 4.03 3.00 3.08 4.79

Relative Return vs BB Barclays Aggregate Idx
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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 Income (Gross)
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BlackRock
U.S. Debt Fund 5.90 0.63 6.24 (1.92) 4.34 7.89 6.75 6.02 5.42 7.07
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Aggregate Idx 5.80 0.55 5.97 (2.02) 4.21 7.84 6.54 5.93 5.24 6.97

Cumulative and Quarterly Relative Return vs BB Barclays Aggregate Idx
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PIMCO Fixed Income
Period Ended September 30, 2016

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 3.50% return for the quarter placing it in the 3 percentile of the CAI Core Plus
Fixed Income group for the quarter and in the 1 percentile for the last year.

PIMCO Fixed Income’s portfolio outperformed the Custom Index by 1.17% for the quarter and outperformed the
Custom Index for the year by 2.23%.

Performance vs CAI Core Plus Fixed Income (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 Plus Fixed Income (Gross)
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Real Estate
Period Ended September 30, 2016

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 1.99% return for the quarter placing it in the 35 percentile of the CAI Total Real Estate
Database group for the quarter and in the 53 percentile for the last year.

Real Estate’s portfolio underperformed the NFI-ODCE Value Weight Gr by 0.08% for the quarter and underperformed
the NFI-ODCE Value Weight Gr for the year by 0.91%.

Performance vs CAI Total Real Estate Database (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 CAI Total Real Estate Database (Net)
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Real Estate 5.94 15.38 10.78 16.82 12.36 15.36 12.05 (29.69) (12.89) 15.97

NFI-ODCE Value
Weight Gross 6.52 15.02 12.50 13.94 10.94 15.99 16.36 (29.76) (10.01) 15.97

Cumulative and Quarterly Relative Return vs NFI-ODCE Value Weight Gross
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10th Percentile 4.52 7.90 0.94
25th Percentile 1.78 6.84 0.20

Median (0.02) 4.56 (0.23)
75th Percentile (1.42) 1.57 (0.87)
90th Percentile (2.45) 0.88 (1.68)

Real Estate (1.19) 7.70 0.40
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JP Morgan Strategic Property Fund
Period Ended September 30, 2016

Investment Philosophy
J.P. Morgan’s 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
2.06% return for the quarter placing it in the 26 percentile of
the CAI Open End Core Commingled Real Estate group for
the quarter and in the 51 percentile for the last year.

JP Morgan Strategic Property Fund’s portfolio
underperformed the NFI-ODCE Value Weight Gross by
0.00% for the quarter and underperformed the NFI-ODCE
Value Weight Gross for the year by 0.42%.

Quarterly Asset Growth

Beginning Market Value $46,510,048

Net New Investment $-114,263

Investment Gains/(Losses) $957,378

Ending Market Value $47,353,163

Percent Cash: 0.0%

Performance vs CAI Open End Core Commingled Real Estate (Net)

0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

Last Quarter Last Last 3 Years Last 5 Years Last 10 Years Last 15-3/4
Year Years

(26)(26)

(51)(37)

(41)(32) (26)(27)

(12)
(23)

(8)
(28)

10th Percentile 2.69 12.66 14.55 14.02 6.78 8.63
25th Percentile 2.11 11.16 12.71 12.75 5.85 8.05

Median 1.66 9.70 11.71 11.61 5.07 7.37
75th Percentile 1.49 8.72 10.88 10.56 4.59 6.81
90th Percentile 1.32 8.14 10.01 9.57 3.57 6.44

JP Morgan Strategic
Property Fund 2.06 9.67 12.09 12.67 6.72 8.77

NFI-ODCE Value
Weight Gross 2.07 10.08 12.45 12.40 6.02 7.98

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 Core Commingled Real Estate (Net)
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10th Percentile 8.40 18.90 16.81 16.41 12.79 19.15 18.90 (20.77) (2.54) 17.80
25th Percentile 7.94 15.77 13.36 14.28 11.67 16.29 15.94 (25.92) (5.51) 16.15

Median 6.12 14.30 11.99 12.66 10.80 15.33 15.09 (28.89) (10.25) 14.59
75th Percentile 5.43 13.27 10.52 10.02 8.95 13.91 13.02 (33.22) (14.99) 12.84
90th Percentile 4.99 10.26 9.38 8.65 5.49 12.22 9.80 (43.44) (25.83) 7.34

JP Morgan Strategic
Property Fund 6.09 15.24 11.14 15.90 11.84 15.99 14.16 (26.53) (8.09) 16.67

NFI-ODCE Value
Weight Gross 6.52 15.02 12.50 13.94 10.94 15.99 16.36 (29.76) (10.01) 15.97

Cumulative and Quarterly Relative Return vs NFI-ODCE Value Weight Gross
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Median (0.19) 6.89 (0.67)
75th Percentile (1.86) 4.91 (1.07)
90th Percentile (3.10) 3.62 (1.63)

JP Morgan Strategic
Property Fund 0.62 9.19 0.29
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JP Morgan Income and Growth Fund
Period Ended September 30, 2016

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 1.78% return for the quarter placing it in the 43 percentile of
the CAI Real Estate Val Added Open End Fds group for the quarter and in the 66 percentile for the last year.

JP Morgan Income and Growth Fund’s portfolio underperformed the NFI-ODCE Value Weight Gross by 0.28% for the
quarter and underperformed the NFI-ODCE Value Weight Gross for the year by 2.18%.

Performance vs CAI Real Estate Val Added Open End Fds (Net)
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75th Percentile 1.24 6.02 10.18 12.36 1.68 1.74
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JP Morgan Income
and Growth Fund 1.78 7.90 11.80 14.99 3.91 5.04

NFI-ODCE Value
Weight Gross 2.07 10.08 12.45 12.40 6.02 6.68

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 CAI Real Estate Val Added Open End Fds (Net)
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25th Percentile 8.30 19.83 14.68 17.45 17.17 22.42 20.00 (42.72) (13.03) 25.97
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JPM Income
and Growth Fund 5.57 15.83 10.85 21.23 17.74 28.52 17.11 (44.09) (27.07) 18.11

NFI-ODCE Value
Weight Gross 6.52 15.02 12.50 13.94 10.94 15.99 16.36 (29.76) (10.01) 15.97

Cumulative and Quarterly Relative Return vs NFI-ODCE Value Weight Gross
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Infrastructure
Period Ended September 30, 2016

Quarterly Summary and Highlights
Infrastructure’s portfolio outperformed the CPI + 4% by 1.21% for the quarter and outperformed the CPI + 4% for the
year by 8.77%.
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Macquarie European Infrastructure
Period Ended September 30, 2016

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 0.93% for the quarter and outperformed
the CPI + 4% for the year by 1.62%.
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SteelRiver Infrastructure North America
Period Ended September 30, 2016

Investment Philosophy
The product was funded in the fourth quarter of 2008.

Quarterly Summary and Highlights
SteelRiver Infrastructure North America’s portfolio outperformed the CPI + 4% by 1.44% for the quarter and
outperformed the CPI + 4% for the year by 15.48%.
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Ρεσεαρχη ανδ Εδυχατιοναλ Προγραmσ

Τηε Χαλλαν Ινστιτυτε προϖιδεσ ρεσεαρχη τηατ υπδατεσ χλιεντσ ον τηε λατεστ ινδυστρψ τρενδσ ωηιλε ηελπινγ τηεm λεαρν τηρουγη χαρεφυλλψ στρυχ−

τυρεδ εδυχατιοναλ προγραmσ. ςισιτ ωωω.χαλλαν.χοm/ρεσεαρχη το σεε αλλ οφ ουρ πυβλιχατιονσ, ορ φορ mορε ινφορmατιον χονταχτ Αννα Wεστ ατ 

415.974.5060 / ινστιτυτε≅χαλλαν.χοm. 

Νεω Ρεσεαρχη φροm Χαλλαν�σ Εξπερτσ

Βυιλτ το Λαστ: Στρατεγιχ Γυιδανχε φορ Εφφεχτιϖε Ινϖεστ−

mεντ Χοmmιττεεσ | Χαλλαν οφφερσ ουρ ηιγη−λεϖελ στρατεγιχ 

αδϖιχε φορ ινϖεστmεντ χοmmιττεεσ, τουχηινγ ον mεmβερσηιπ, 

investment policy statements, review processes, and idu−

χιαρψ τραινινγ ανδ ονγοινγ εδυχατιον.

10 Τιπσ Φροm Συχχεσσφυλ Ινϖεστmεντ Χοmmιττεεσ | Χαλ−

λαν Χηαιρmαν ανδ ΧΕΟ Ρον Πεψτον ανδ Χονσυλταντ Βραδψ 

Ο�Χοννελλ, ΧΦΑ, ΧΑΙΑ, οφφερ 10 τιπσ βασεδ ον τηειρ ωορκ ωιτη 

συχχεσσφυλ ινϖεστmεντ χοmmιττεεσ.

Ρισκψ Βυσινεσσ | Χαλλαν ρε−

σεαρχη τηατ φουνδ ινϖεστορσ 

οϖερ τηε λαστ 20 ψεαρσ ηαϖε 

ηαδ το τακε ον τηρεε τιmεσ ασ mυχη ρισκ το εαρν τηε σαmε 

return electriied the institutional investing community. We in−

τερϖιεωεδ ϑαψ Κλοεπφερ ανδ ϑυλια Μοριαρτψ, ΧΦΑ, αβουτ ηοω 

τηε ρεσεαρχη ωασ δονε ανδ ιτσ ιmπλιχατιονσ.

Μαναγινγ DΧ Πλαν Ινϖεστmεντσ: Α Φιδυχιαρψ Ηανδβοοκ 

Lori Lucas, CFA, covers responsibilities for DC plan idu−

χιαριεσ, ινχλυδινγ ινϖεστmεντ στρυχτυρε, ινϖεστmεντ πολιχψ 

στατεmεντσ, ΘDΙΑ οϖερσιγητ, ανδ mαναγερ περφορmανχε.

Ετηιχσ 101 φορ Ινϖεστmεντ Προφεσσιοναλσ | Χαλλαν Χηαιρ−

mαν ανδ ΧΕΟ Ρον Πεψτον ουτλινεσ ηισ τηουγητσ ον ηοω το 

χρεατε, ινστιλλ, ανδ mαινταιν ετηιχαλ στανδαρδσ φορ ινϖεστmεντ 

προφεσσιοναλσ. Ηισ αδϖιχε: τηε ριγητ χυλτυρε χρεατεσ τηε βεστ 

ενϖιρονmεντ το mαινταιν τηεσε στανδαρδσ. Φιρmσ σηουλδ δε−

ϖελοπ ετηιχαλ γυιδελινεσ τηατ αρε βασεδ ον πρινχιπλεσ, νοτ 

ρυλεσ, σινχε τηε φορmερ οφφερ βεττερ γυιδανχε φορ εmπλοψεεσ 

αχροσσ τηε οργανιζατιον.

2016 Νυχλεαρ Dεχοmmισσιονινγ Φυνδινγ Στυδψ | Α ρεπορτ 

βψ ϑυλια Μοριαρτψ, ΧΦΑ, χοϖερσ 

27 ινϖεστορ−οωνεδ ανδ 27 πυβλιχ 

ποωερ υτιλιτιεσ ωιτη αν οωνερσηιπ 

ιντερεστ ιν τηε 99 οπερατινγ νυχλε−

αρ ρεαχτορσ (ανδ 10 οφ τηε νον−οπ−

ερατινγ ρεαχτορσ) ιν τηε Υ.Σ.

Ηοω Γρεεν Ισ Ψουρ Βονδ? | Χαλλαν Αναλψστ Ρυφαση Λαmα 

tackles the area of green bonds, which are ixed income in−

struments issued speciically to support or inance environ−

mενταλ ινιτιατιϖεσ.

Περιοδιχαλσ

Ρεαλ Ασσετσ Ρεπορτερ, Συmmερ/Φαλλ 2016 | This edition ex−

πλορεσ ιφ τηε βοοm ιν χοmmερχιαλ ρεαλ εστατε mαψ βε ενδινγ.

Πριϖατε Μαρκετσ Τρενδσ, Συmmερ 2016 | Αυτηορ Γαρψ Ροβ−

ερτσον δισχυσσεσ τηε ρεχεντ συργε ιν πριϖατε εθυιτψ φυνδραισ−

ινγ, αν ινδιχατιον τηατ σοmε ινϖεστορσ αρε εσταβλισηινγ α δε−

fensive hedge as the ive-year bull market pulls in its horns.

DΧ Οβσερϖερ, 2νδ Θυαρτερ 2016 | Callan’s Deined Contri−
βυτιον Πραχτιχε Τεαm ουτλινεσ α φραmεωορκ το εϖαλυατε DΧ 

transaction fees. We explain how common they are, what 
τηεψ τψπιχαλλψ χοστ, ανδ ηοω τηεψ αρε γενεραλλψ παιδ.

Ηεδγε Φυνδ Μονιτορ, 2νδ Θυαρτερ 2016 | ϑιm ΜχΚεε, δι−

ρεχτορ οφ Χαλλαν�σ Ηεδγε Φυνδ Ρεσεαρχη γρουπ, δισχυσσεσ 

τηε αππεαλ οφ mοmεντυm−βασεδ ινϖεστινγ στρατεγιεσ ιν τηε 

χυρρεντ χλιmατε οφ χονσιδεραβλε εχονοmιχ υνχερταιντψ.

ΧΑΛΛΑΝ  

ΙΝΣΤΙΤΥΤΕ

Εδυχατιον

3ρδ Θυαρτερ 2016

ΧΑΛΛΑΝ 

ΙΝΣΤΙΤΥΤΕ

  
Στυδψ

2016 Νυχλεαρ Dεχοmmισσιονινγ 

Φυνδινγ Στυδψ

ΝDΤ Φυνδ Βαλανχεσ, Αννυαλ Χοντριβυτιονσ,  

ανδ Dεχοmmισσιονινγ Χοστ Εστιmατεσ  

ασ οφ Dεχεmβερ 31, 2015



�Wε τηινκ τηε βεστ ωαψ το λεαρν σοmετηινγ ισ το τεαχη ιτ. 

Εντρυστινγ χλιεντ εδυχατιον το ουρ χονσυλταντσ ανδ σπεχιαλιστσ 

ενσυρεσ τηατ τηεψ ηαϖε α τοταλ χοmmανδ οφ τηειρ συβϕεχτ 

mαττερ. Τηισ ισ ονε ρεασον ωηψ εδυχατιον ανδ ρεσεαρχη ηαϖε 

been cornerstones of our irm for more than 40 years.” 

Ρον Πεψτον, Χηαιρmαν ανδ ΧΕΟ

 

 
Εϖεντσ

Μισσ ουτ ον α Χαλλαν χονφερενχε ορ ωορκσηοπ? Εϖεντ συmmα−

ριεσ ανδ σπεακερσ� πρεσεντατιονσ αρε αϖαιλαβλε ον ουρ ωεβσιτε:  

ηττπσ://ωωω.χαλλαν.χοm/εδυχατιον/ΧΙΙ/ 

Μαρκ ψουρ χαλενδαρσ φορ ουρ φαλλ Ρεγιοναλ Wορκσηοπ, Οχτοβερ 

25 ιν Νεω Ψορκ ανδ Οχτοβερ 26 ιν Χηιχαγο, ανδ ουρ Νατιοναλ 

Χονφερενχε, ϑανυαρψ 23�25, 2017, ατ τηε Παλαχε Ηοτελ ιν Σαν 

Φρανχισχο.

Φορ mορε ινφορmατιον αβουτ εϖεντσ, πλεασε χονταχτ Βαρβ 

Γερρατψ: 415.274.3093 / γερρατψ≅χαλλαν.χοm

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ  
Εδυχατιοναλ Σεσσιονσ

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ, βεττερ κνοων ασ τηε �Χαλλαν 

College,” provides a foundation of knowledge for industry profes−

σιοναλσ ωηο αρε ινϖολϖεδ ιν τηε ινϖεστmεντ δεχισιον−mακινγ προ−

χεσσ. Ιτ ωασ φουνδεδ ιν 1994 το προϖιδε χλιεντσ ανδ νον−χλιεντσ αλικε 

with basic- to intermediate-level instruction. Our next session is:

Ιντροδυχτιον το Ινϖεστmεντσ

Σαν Φρανχισχο, Απριλ 18−19, 2017

Σαν Φρανχισχο, ϑυλψ 25−26, 2017

Χηιχαγο, Οχτοβερ 24−25, 2017

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

Υνιθυε πιεχεσ οφ ρεσεαρχη τηε 

Ινστιτυτε γενερατεσ εαχη ψεαρ50+

Τοταλ αττενδεεσ οφ τηε �Χαλλαν 

College” since 19943,500 Ψεαρ τηε Χαλλαν Ινστιτυτε  

ωασ φουνδεδ1980

Αττενδεεσ (ον αϖεραγε) οφ τηε 

Ινστιτυτε�σ αννυαλ Νατιοναλ Χονφερενχε500

Εδυχατιον: Βψ τηε Νυmβερσ

≅ΧαλλανΑσσοχ  Χαλλαν Ασσοχιατεσ
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List of Callan’s Investment Manager Clients 

Confidential – For Callan Client Use Only 
 
Callan takes its fiduciary and disclosure responsibilities to clients very seriously. We recognize that there are numerous potential conflicts of interest 
encountered in the investment consulting industry and that it is our responsibility to manage those conflicts effectively and in the best interest of our 
clients.  At Callan, we employ a robust process to identify, manage, monitor and disclose potential conflicts on an on-going basis.   
 
The list below is an important component of our conflicts management and disclosure process.  It identifies those investment managers that pay Callan 
fees for educational, consulting, software, database or reporting products and services.  We update the list quarterly because we believe that our fund 
sponsor clients should know the investment managers that do business with Callan, particularly those investment manager clients that the fund sponsor 
clients may be using or considering using. Please refer to Callan’s ADV Part 2A for a more detailed description of the services and products that Callan 
makes available to investment manager clients through our Institutional Consulting Group, Independent Adviser Group and Fund Sponsor Consulting 
Group.  Due to the complex corporate and organizational ownership structures of many investment management firms, parent and affiliate firm 
relationships are not indicated on our list.  
 
Fund sponsor clients may request a copy of the most currently available list at any time. Fund sponsor clients may also request specific information 
regarding the fees paid to Callan by particular fund manager clients.  Per company policy, information requests regarding fees are handled exclusively 
by Callan’s Compliance Department. 
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Manager Name 
1607 Capital Partners, LLC 
Aberdeen Asset Management PLC 
Acadian Asset Management LLC 
ACR – Alpine Capital Research 
AEGON USA Investment Management 
AEW Capital Management 
Affiliated Managers Group, Inc. 
AllianceBernstein 
Allianz Global Investors  
Allianz Life Insurance Company of North America 
American Century Investment Management 
Amundi Smith Breeden LLC 
Analytic Investors 
Angelo, Gordon & Co. 
Apollo Global Management 
AQR Capital Management 
Ares Management LLC 
Ariel Investments, LLC 
Aristotle Capital Management, LLC 
Artisan Holdings 
ASB Capital Management Inc. 
Ativo Capital Management 
Atlanta Capital Management Co., LLC 
Aviva Investors Americas 
AXA Investment Managers 
Babson Capital Management 
Baillie Gifford Overseas Limited  
Baird Advisors 
Bank of America 
Baring Asset Management 
Baron Capital Management, Inc. 
Barrow, Hanley, Mewhinney & Strauss, LLC 
BlackRock 
BMO Asset Management, Corp. 
BNP Paribas Investment Partners 
BNY Mellon Asset Management 
Boston Partners  

Manager Name 
Brandes Investment Partners, L.P. 
Brandywine Global Investment Management, LLC 
Brown Brothers Harriman & Company 
Brown Investment Advisory & Trust Company 
Cambiar Investors, LLC 
Capital Group 
CastleArk Management, LLC 
Causeway Capital Management 
Chartwell Investment Partners 
ClearBridge Investments, LLC  
Cohen & Steers Capital Management, Inc. 
Columbia Threadneedle Investments 
Columbia Wanger Asset Management 
Columbus Circle Investors 
Conestoga Capital Advisors 
Corbin Capital Partners, L.P. 
Cornerstone Capital Management 
Cramer Rosenthal McGlynn, LLC 
Credit Suisse Asset Management 
Crestline Investors, Inc. 
D.E. Shaw Investment Management, LLC 
Delaware Investments 
DePrince, Race & Zollo, Inc. 
Deutsche Asset  Management 
Diamond Hill Investments 
Duff & Phelps Investment Mgmt. Co. 
Eagle Asset Management, Inc. 
EARNEST Partners, LLC 
Eaton Vance Management 
Epoch Investment Partners, Inc. 
Fayez Sarofim & Company 
Federated Investors 
Fidelity Institutional Asset Management 
Fiera Capital Global Asset Management 
First Eagle Investment Management, LLC 
First Hawaiian Bank Wealth Management Division 
Fisher Investments 
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Manager Name 

Fort Washington Investment Advisors, Inc. 

Franklin Templeton Institutional 

Fred Alger Management, Inc. 

Fuller & Thaler Asset Management, Inc. 

GAM (USA) Inc. 

GE Asset Management 

GMO 

Goldman Sachs Asset Management 

Grand-Jean Capital Management 

Guggenheim Investments 

GW&K Investment Management 

Harbor Capital Group Trust 

Hartford Funds 

Hartford Investment Management Co. 

Henderson Global Investors 

Hotchkis & Wiley Capital Management, LLC 

HSBC Global Asset Management 

Impax Asset Management Limited 

Income Research + Management, Inc. 

Insight Investment Management Limited 

Institutional Capital LLC 

INTECH Investment Management, LLC 

Invesco 

Investec Asset Management 

Investment Counselors of Maryland, LLC 

Janus Capital Management, LLC 

Jarislowsky Fraser Global Investment Management 

Jensen Investment Management 

J.P. Morgan Asset Management 

KeyCorp 

Lazard Asset Management 

Legal & General Investment Management America 

Lincoln National Corporation 

LMCG Investments, LLC 

Longview Partners 

Loomis, Sayles & Company, L.P. 

Lord Abbett & Company 

Los Angeles Capital Management 

LSV Asset Management 

MacKay Shields LLC 

Man Investments Inc. 

Manulife Asset Management 

Martin Currie Inc. 

McDonnell Investment Management, LLC 

MFS Investment Management 

MidFirst Bank 

Mondrian Investment Partners Limited 

Montag & Caldwell, LLC 

Morgan Stanley Investment Management 

Mountain Lake Investment Management LLC 

MUFG Union Bank, N.A. 

Neuberger Berman 

Newton Investment Management (fka Newton Capital Management) 

Nikko Asset Management Co., Ltd. 

Northern Trust Asset Management 

Nuveen Investments, Inc. 

OFI Global Asset Management 

Old Mutual Asset Management 

Opus Capital Management Inc. 

Manager Name 

O’Shaughnessy Asset Management, LLC 

Pacific Alternative Asset Management Co. 

Pacific Current Group 

Pacific Investment Management Company 

Parametric Portfolio Associates 

P/E Investments 

Peregrine Capital Management, Inc. 

PGIM 

PineBridge Investments 

Pinnacle Asset Management L.P. 

Pioneer Investments 

PNC Capital Advisors, LLC 

Principal Global Investors 

Private Advisors, LLC 

Putnam Investments, LLC 

QMA (Quantitative Management Associates) 

RBC Global Asset Management 

Regions Financial Corporation 

RidgeWorth Capital Management, Inc. 

Riverbridge Partners LLC 

Rockefeller & Co., Inc. 

Rothschild Asset Management, Inc. 

Russell Investments 

Santander Global Facilities 

Schroder Investment Management North America Inc. 

Scout Investments 

SEI Investments 

Shenkman Capital Management, Inc. 

Smith, Graham & Co. Investment Advisors, L.P. 

Smith Group Asset Management 

Standard Life Investments Limited 

Standish 

State Street Global Advisors 

Stone Harbor Investment Partners, L.P. 

Systematic Financial Management 

T. Rowe Price Associates, Inc. 

Taplin, Canida & Habacht 

The Boston Company Asset Management, LLC 

The Hartford 

The London Company 

The TCW Group, Inc. 

Tri-Star Trust Bank 

UBS Asset Management 

Van Eck Global 

Versus Capital Group 

Victory Capital Management Inc. 

Vontobel Asset Management, Inc. 

Voya Financial 

Voya Investment Management (fka ING) 

Waddell & Reed Asset Management Group 

WCM Investment Management 

Wasatch Advisors, Inc. 

WEDGE Capital Management 

Wellington Management Company, LLP 

Wells Capital Management 

Western Asset Management Company 

William Blair & Company 

 



 

 

2016 U.S. Election and the Markets 
UNCERTAIN INVESTMENT  
OUTLOOK COMES WITH  
PRESIDENT-ELECT TRUMP 

PRICE 
POINT 
November 2016 

Timely intelligence and 
analysis for our clients. 

KEY POINTS 

 With the surprising election of Donald J. Trump as president, T. Rowe Price 
investment managers are braced for an uncertain investment environment. 

 During his campaign, Mr. Trump offered sweeping proposals that would represent 
significant changes in U.S. fiscal, trade, immigration, and tax policies. 

 The firm’s experts say that his plans are unlikely to stimulate jobs and economic 
growth while reducing deficit spending as promised. 

 They see the next president as a wild card that may initially create investor fears and 
a downturn in global markets. 

 In the long term, however, investors may settle into managing the shock given the 
U.S. system of checks and balances. 

 
With the surprising election of Donald J. Trump as the 45th president of the United 
States, T. Rowe Price investment managers are braced for a highly uncertain 
investment environment. 

During his campaign for the presidency, Mr. Trump offered sweeping proposals that 
would represent abrupt, significant changes in U.S. fiscal, trade, immigration, and  
tax policies. If carried out, they could have a potentially strong impact on U.S. and 
international economies and investments in a wide range of global equity and fixed 
income sectors.  

Several major caveats are important. Mr. Trump has no track record governing.  
His campaign proposals at times seemed vague and inconsistent, even contradictory. 
Moreover, there historically have been big gaps between presidents’ campaign 
promises and ultimate actions. Finally and most importantly, investment returns can be 
affected by many other factors: central banks’ actions, commodity price movements, 
and corporate fundamentals, among them.  
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CAMPAIGN PROMISES 

That said, President-elect Trump has proposed 
big individual and corporate tax cuts without 
sufficient offsets from greater revenue—resulting 
in projections of large deficits that, he predicts, 
will be made up by faster economic growth.  

He has proposed a sharp pivot toward 
protectionism, by renegotiating the North 
American Free Trade Agreement (NAFTA),  
not signing the Trans-Pacific Partnership, 
declaring China a currency manipulator, and 
even possibly withdrawing from the World  
Trade Organization. He also has vowed to  
curtail immigration to the United States and 
deport millions of illegal immigrants. 

Altogether, Mr. Trump has claimed, these and his other proposals would create 25 million new jobs over the next 
decade, reduce the annual federal deficit, and raise the U.S. gross domestic product annual growth rate to 3.5% 
from around 2.0% currently. 

However, the consensus among T. Rowe Price economic and investment experts is that the very opposite 
outcomes may occur if the new president is able to carry out these campaign proposals. 

Mr. Trump’s plans could drive up annual U.S. budget deficits and its long-term debt and significantly diminish 
international trade, with negative economic effects here and abroad. They also could slow U.S. job growth,  
lower the U.S. economic growth rate, and put upward pressure on U.S. interest rates. Ultimately, they threaten  
to undermine global faith in the independence of the Federal Reserve and the geopolitical standing of the  
United States. 

The unpredictability of the impending Trump presidency likely creates investor apprehensions that could 
negatively impact global financial markets, T. Rowe Price economists and investment professionals say. “Overall, 
financial markets may not react well to the outcome of this election,” says Alan Levenson, T. Rowe Price chief 
U.S. economist. “The risk to U.S. growth in the near term is to the downside.” 

Adds Jeff Rottinghaus, manager of the U.S. Large-Cap Core Equity Strategy: “Markets could go down materially 
because Trump is such a wild card.” 

In the short term, says Andrew McCormick, head of the U.S. taxable bond team, the election outcome is a big, 
surprising event that the bond market had not fully priced in. “Initially,” he says, “U.S. interest rates may go lower 
as investors flee riskier assets, and credit spreads (the yield premium of lower-rated bonds over Treasuries)  
may widen.”  

Mr. Trump’s election comes at a critical time when U.S. fiscal policies have become more important as the  
Fed moves away from easing, European banks remain very fragile, and some nations are jockeying for 
geopolitical positioning versus the United States, says Quentin Fitzsimmons, a T. Rowe Price global bond 
manager. “Now the world’s only superpower is seeing a big change,” he says. “That’s very concerning, and it 
could raise volatility.” 

The unpredictability of  
the impending Trump 
presidency likely creates 
investor apprehensions that 
could negatively impact  
global financial markets,  
T. Rowe Price economists and 
investment professionals say. 
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While cautioning against making too much of any parallel to the United Kingdom’s anti-globalization vote last 
summer to leave the European Union, Mr. Fitzsimmons notes that “the initial reaction to Brexit was extremely 
bumpy, but then things calmed down, at least for a while. Similarly, with a Trump presidency, it may be that 
investors are headed for a prolonged period of shock management. 

“The institutional checks and balances on the U.S. president—the president is not all powerful—may mean that 
global investors ultimately decide to keep their heads down, not overreact, and just try to ride out the next four 
years,” he says. 

PROTECTIONISM 

The longer-term risk with Mr. Trump’s election, Mr. Fitzsimmons says, is that “apprehension over his protectionist 
agenda could lead to reduced global growth expectations—because the United States could end up with an 
adverse mix of slower growth and marginally higher inflation.” 

Mr. Levenson says he’s particularly concerned about the president-elect’s protectionism because Mr. Trump has 
fairly extensive unilateral executive authority to take action against trade partners. 

“Trump’s trade threats—to Mexico and China—may be no more than opening ploys to secure concessions,”  
Mr. Levenson says. “But the risks of miscalculation are high and could lead to very damaging trade wars—which 
could have a negative impact across the U.S. economy, not just those areas directly linked to international trade.  
I am not aware of any country in history that ever isolated its way to prosperity.” 

Demanding renegotiation of NAFTA, Mr. Levenson adds, “would be particularly damaging—for a president to take 
such unusual actions with countries [Mexico and Canada] that on the whole are good neighbors with whom we 
have good relations.” 

Also potentially negative for the U.S. economy is Mr. Trump’s promised immigration crackdown, Mr. Levenson 
says, noting that economic growth comes from productivity growth and growth in the labor force. “If we slow 
immigration of working-age adults, there’s not enough growth in the rest of the U.S. workforce or the overall 
productivity rate to grow the economy very fast. Most of our net population growth comes from immigration,”  
he says. 

Some of Mr. Trump’s campaign proposals—particularly corporate tax cuts, looser regulations, and increased 
federal outlays for defense and infrastructure—“could be positive, a marginal fiscal stimulus for the U.S. economy 
in the short term,” Mr. Levenson says. “But that could lead to bigger deficits than otherwise and potentially higher 
interest rates in the absence of economic strength.” 

IMPLICATIONS FOR EQUITIES 

While Mr. Trump’s election likely could create periods of market volatility, some T. Rowe Price managers say his 
plans could be relatively favorable for stocks in certain highly regulated sectors, such as health care, energy, 
financials, and industrials. Here’s a brief summary: 

Health care: Given the sector’s concerns about drug pricing and regulatory pressures if Hillary Clinton had been 
elected, Mr. Trump’s vow to repeal the Affordable Care Act (ACA) could end up being “modestly positive” for 
health care stocks, says Ziad Bakri, manager of the Health Sciences Strategy. 

“The institutional checks and balances on the U.S. president—the president  
  is not all powerful—may mean that global investors ultimately decide to keep  
  their heads down, not overreact, and just try to ride out the next four years.” 
  —Quentin Fitzsimmons, T. Rowe Price global bond manager 
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While the president-elect has talked about allowing importation of foreign-sourced drugs and permitting Medicare 
to negotiate drug prices, “his election overall is perceived as good for drug stocks,” he says, adding that some of 
these companies also would benefit from a foreign profits repatriation deal. 

More emphasis on free-market health plans under Mr. Trump likely could aid managed care firms, which have 
been losing money under the ACA, but could hurt hospitals, which have benefited from greater usage by 
previously uninsured ACA patients. 

Energy: Mr. Trump has promised an “energy revolution.” And his anti-regulation stance, his vow to expand 
energy production including revitalizing the coal industry, and his opposition to the Paris climate agreement and 
other steps to limit climate change all could be favorable for the energy sector, managers say. 

“In a vacuum, more energy production is a good thing—more jobs, cheaper oil, cheaper gas,” Mr. Rottinghaus 
says. “Less regulation could help energy investments because it could lower companies’ costs to pull resources 
out of the ground.” 

Financials: If the market initially sells off with Mr. Trump’s election, financial services stocks are unlikely to  
rise but the sector may do relatively better than others, says Gabriel Solomon, manager of the Financial  
Services Strategy.  

In the intermediate term, the president-elect’s vow to repeal Dodd-Frank regulations might be positive for some 
financials if enough safeguards remain in place to manage systemic risks, Mr. Solomon says. “But a blanket 
repeal of Dodd-Frank would not be positive because some of the regulations are good for managing the risks that 
led to the 2008‒2009 financial crisis,” he says. 

Mr. Trump’s promise to then reinstate Glass-Steagall legislation also might be positive for some of the big banks 
that would have to break up ties between their retail and investment banking functions. “If you take some banks 
apart, the sum of the parts may be worth more than the current whole,” Mr. Solomon says. 

But long term, he says, Mr. Trump’s “deficit spending proposals, in the absence of economic growth, could lead to 
higher interest rates and inflation that could create structural problems similar to the 1970s, which would not be 
good for financials.” 

Industrials: Peter Bates, manager of the Global Industrials Strategy, says two of Mr. Trump’s plans—lowering 
corporate taxes and loosening federal regulations—could bring back some U.S. manufacturing and jobs. 
Renegotiating NAFTA and erecting trade barriers—short of triggering destructive trade wars—would be less 
significant for U.S. manufacturers, he says. 

“Industrials are focused on building products the world will consume as cheaply as possible,” Mr. Bates says. 
“Companies have made significant investments in Mexico. With higher tariffs, more stuff may be made in America 
on the margin, but companies are not going to shift away suddenly from Mexico. Their higher costs from any 
tariffs would just get passed on as inflation to consumers. What happens in the long term for industrials depends 
on relative cost structures, and that’s not just tariffs and taxes.” 

Also, campaign promises to raise defense and infrastructure spending are “unlikely to drive a material impact”  
on the outlook for industrials because the additional spending could be merely incremental to what already is 
budgeted, Mr. Bates says.  

Technology: Mr. Trump’s stated immigration and trade policies generally would hurt the U.S. technology  
sector, says Josh Spencer, manager of the Global Technology Equity Strategy. Technology is one of the most 
globally competitive U.S. sectors and relies on an influx of highly skilled talent from around the world and global 
supply and distribution chains.  
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Lower taxes, particularly on repatriated overseas profits, would be a positive for global technology firms that have 
billions of dollars parked abroad. “But if you believe what Trump has said, his election overall may not be a good 
scenario for the tech sector,” Mr. Spencer says. 

Nonetheless, three inexorable trends essentially determine the future of technology stocks, he says: the growth  
of cloud computing, disruption of traditional industries due to the Internet’s increasing pervasiveness, and 
technologies pushing into new end markets, such as self-driving cars. “Trump’s election does not change these 
trends,” Mr. Spencer says. 

FIXED INCOME 

While U.S. short-term rates may go lower initially as investors flock to the relative safe haven of U.S. Treasuries,  
Mr. McCormick says, “There could be pressure for rates to go higher as investors digest the deficit spending  
pushed by Mr. Trump.” 

“You can expect to see more volatility in bonds, but the market is likely to react in an up-and-down, saw-tooth 
pattern. If U.S. rates go higher, overseas buying could come in and limit rate rises,” he says. 

Mr. Fitzsimmons agrees, adding: “Bond markets globally are likely to see upward pressure on yields over the  
long term, with a steepening of the yield curve. U.S. protectionism would be very disruptive to investment flows 
and planning.  

“We also should take into account potential risks to emerging markets and how they will behave, starting with 
Mexico, because of the impact of his macro policies on inflation, trade, capital flows, general confidence, and a 
slower growth trajectory,” he says. 

Greater market and geopolitical volatility could induce central banks, including the Federal Reserve, to at least 
temporarily stall on their path toward tightening, Mr. Fitzsimmons says. “When faced with volatility,” he says, 
“central banks tend to kick the ball further into the long grass—so they may end and maybe deepen their  
easing cycles.” 

The pressure would be particularly great for Fed Chair Janet Yellen, whom Mr. Trump has already threatened to 
replace. “The Fed’s credibility is going to be under pressure,” he says, “and that’s an international story, not just a 
national story.” 

 

“The Fed’s credibility is going to be under pressure, and that’s an  
  international story, not just a national story.” 
  —Quentin Fitzsimmons, T. Rowe Price global bond manager. 
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Causeway Research Commentary
November 9, 2016

The US Presidential election result is not Brexit 2.0
Donald Trump’s surprise win in the US presidential election has drawn parallels with the 
unexpected June 23 “Brexit” result in the United Kingdom.  Yes, both votes represent a 
rejection of the status quo and a rejection of policies by disaffected parts of the electorate, 
but the comparisons end there.  In Britain, the conservative party has, over the years, been 
ambivalent at best toward the European Ideal, and successfully mobilized a vote in favor of 
withdrawal.  Mr. Trump’s election by voters demanding change in Washington DC may 
upend several of the economic and political policies that the Republican Party has pursued 
since the end of the Second World War.

Many of the sound bites uttered in the heat of this election battle contrast with mainstream 
Republican orthodoxy. Despite the stability that results from control of all three branches of 
government, the overseas markets’ initial reactions reflected this apparent conflict, as well 
as uncertainty for how US economic policy may be conducted.  European markets, after an 
initial sharp sell-off, stabilized and—taking a cue from early strength on Wall Street—rallied 
into the close.  We anticipate developed Asian markets may follow suit, but further 
developments could change that.  We have already witnessed significant swings in foreign 
exchange markets, particularly the Mexican peso, and weakness in emerging markets 
adversely affected by Mr. Trump’s anti-trade rhetoric.

Both the US and European equity markets have quickly identified the early winners and 
losers from a Trump presidency. Thus far, markets have favored companies expected to 
benefit from the economic themes Trump espoused during the election campaign, including 
investment in infrastructure and revitalization of American-sourced materials and 
manufacturing. Companies shunned by the markets included those reliant on commerce 
with Mexico and those likely to suffer from a dismantling of the Affordable Care Act 
(“ACA”).  Even though the S&P 500 Index closed up slightly above 1% today, we observed 
a wide 35% difference between the best performing and worst performing stocks in the 
S&P 500 Index.

Cluster 1:  Financials (Positive) and Materials (Neutral)
We currently expect that the impact of a Trump presidency, and Republicans controlling the 
US Senate and House of Representatives, should invigorate the US economy, especially if 
the US corporate tax rate becomes more globally competitive.  Assuming the Trump 
campaign represents the presidential agenda, we expect that there may be both tax cuts 
and fiscal stimulus in the US, a net positive for the domestic financial sector.   However, 
trade barriers may dampen economic vitality (in the US and abroad), adding inflationary 
pressures as consumer choice could decline and the prices of goods could rise.  We expect 
the US Federal Reserve (“Fed”) to remain independent, and yet still dovish in the next year 
as the direction of the US economy remains uncertain.  Most global sovereign bond yields 
have risen significantly in the wake of the US Presidential election, with the US 10-year 
Treasury note yielding over 2%.  After rising about 50 basis points in the past three months, 
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the 10-Year Note rose 18 basis points in this first trading day after the election result.

Although the Trump campaign promised US $500 billion of infrastructure spending (over an 
unspecified time frame), the new president may encounter some resistance in a Republican 
Congress, with its historical penchant for fiscal austerity.  We remain cautious on metals 
stocks, as their valuations do not offset the risk that the imbalances in the Chinese 
economy may offset US infrastructure-related demand for cement, steel, etc.

In the financials sector, well-capitalized banks engaged in self-help to restructure and 
improve returns on capital remain our primary focus.  A steeper global yield curve removes 
some of the revenue pressure on banks and will likely shorten the waiting period for greater 
capital returned to shareholders.  We believe life insurers should also be net beneficiaries 
of the post-Trump environment, as gradually higher bond yields should bolster returns.  As 
for financial regulation, we do not currently expect a dismantling of Dodd-Frank, especially 
in the wake of the Wells Fargo scandal.  However, more stringent banking reforms may 
founder with waning political support for these restrictive measures.

Without greater clarification on the actual Trump agenda, we have not immediately 
changed our price targets.  However, we remain optimistic that our financials and materials 
holdings will continue to deliver satisfactory results in the quarters ahead.

Cluster 2:  Technology and Telecommunications – (Neutral)
The single greatest driver of US technology earnings improvements and possible valuation 
multiple upgrades would result from a reduction in US corporate tax rates.  The mooted 
Trump 15% corporate tax rate could be the catalyst for the repatriation of approximately 
$2.5 trillion by US companies, according to estimates from Capital Economics.  US 
technology companies often have large amounts of cash earned and held abroad.  The 
repatriation of that cash under a fairly sanguine tax treatment could lead to substantially 
increased dividend and share buybacks, value added merger and acquisition activity, or 
even debt reduction.

For our Asian mobile telephone stocks, we currently do not believe that this political 
development in the US will have a significant impact on earnings.  For many of these 
holdings, data usage and pricing trends remain paramount, as populations become 
increasingly dependent on mobile telephony and their related applications.  These Asian 
telephony giants are, in our view, well positioned for increased domestic wealth and rising 
intensity of data usage.

Cluster 3:  Energy and Utilities – (Positive Oil & Gas, Neutral/Negative Utilities)
We believe US shale oil & gas producers should get more federal government support for 
their activities, with less threat of regulation. We remain bullish on the crude oil price, and 
believe the supply constraints can put the market in equilibrium by early 2018.   We are 
watching for critical technological breakthroughs in solar power and power storage to make 
a greater impact on the energy sector than a shift in US political sentiment.

We expect regulated utility stocks to underperform in a rising bond yield environment.  We 
continue to be confident in a select few European utilities trading at sizable discounts to fair 
value while engaged in major operational improvement.

Cluster 4: Industrials (Positive)
The potential for lower US corporate taxes, infrastructure spending – in both the US and in 
the UK - and rising bond yields should continue to provide an impetus for the market 
rotation from defensives to cyclical stocks.  We are optimistic about well-managed 
companies that are global leaders in the industrial equipment, power, automation, 
transportation, and defense industries, as well as construction-related stocks.

Despite the Trump campaign rhetoric, we do not expect a dismantling of trade relations with 
China, nor with Canada and Mexico.  The embedded and highly complex nature of supply 
chains does not allow for a rapid shift to domestic US manufacturing.  In the US, such a 
shift would require an unlikely level of federal and state government subsidization.  While 
the UK government has effectively agreed to pay a Japanese automaker to expand 
operations in Great Britain, the scale of US offshoring makes such an arrangement fiscally 
cost prohibitive.
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Cluster 5:  Consumer (Neutral)
With a broad-based income tax cut, and possibly lower health insurance premiums, the US 
consumer may have a greater propensity to spend in the next few years.  From a value 
perspective, we remain confident that our consumer holdings will benefit from a positive 
wealth effect in areas such as apparel and tourism.  We are avoiding the most expensive 
stocks known for their high dividend payouts, and assuming these high-dividend payers 
have limited growth prospects.  A rising bond yield environment has already sparked a 
global market rotation from these expensive sectors, such as consumer staples, into more 
economically sensitive areas of the markets.  We are interested in maintaining portfolio 
weights in some of the best-managed consumer staples companies, but only if they are 
engaged in operational restructuring and cost cutting plans that will add demonstrably to 
cash flow and to dividend growth.

Cluster 6:  Healthcare (Positive)
Following the election, the valuation discount on pharmaceutical companies has narrowed, 
as a Clinton presidency threatened drug pricing. Some valuation discount remains, 
however, and Mr. Trump has endorsed US drug re-importation and direct negotiation with 
Medicare, but we currently do not expect these areas to become major goals of the new 
administration.  US pharmacy benefit manager consolidation has already put pressure on 
drug pricing, and this may obviate the need for further regulation.

As for Obamacare, Mr. Trump has stated his intention to repeal the ACA.  Even a 
weakening of the ACA could benefit well-diversified managed care companies in the US.  
We have no direct exposure to those “expensive” Medicaid-oriented managed care 
companies, and their lack of diversification may finally become a serious liability under a 
Trump administration.
For the highly cash generative healthcare companies, especially pharmaceutical and 
biotechnology firms, the ability to repatriate cash in a lower tax regime could prove 
especially beneficial.

Emerging Markets
The Trump presidential victory is likely to have a negative impact on emerging markets 
currencies and trade, though uncertainty will prevail until actual policies are clarified.  
Regardless of whether the Fed will raise rates in December, the US dollar will likely 
strengthen against many emerging markets currencies. The Mexican peso has been an 
early victim of the Trump victory, declining roughly 8% compared to the US dollar in this 
first day after the election, due to expected restrictions on immigration and challenges to 
the North American Free Trade Agreement (“NAFTA”).  The Turkish lira and South African 
rand are also down approximately 2% because these countries are more dependent on 
external financing.  These types of currency moves in emerging markets will likely impact 
monetary policy and may prevent certain central banks from easing.  Policymakers in 
Mexico and countries with high current-account deficits may respond to currency weakness 
with interest rate hikes.

From a trade perspective, global trade may face more constraints in the years ahead under 
a Trump administration.  The Trans-Pacific Partnership (“TPP”), which would have linked 
nearly 40% of the global economy including much of Asia-Pacific, has diminished 
prospects.  The disposal or renegotiation of trade deals such as TPP and NAFTA would 
disproportionally hurt those economies with a significant dependence on exports such as 
Taiwan, India, South Korea, and Mexico.   We expect more domestically focused 
economies, such as China, Thailand, and Indonesia, to be less affected.   Certain 
geographies, most notably Russia, may be positively impacted by terms of trade if Mr. 
Trump takes a softer stance on existing sanctions.

We believe the Causeway Emerging Markets portfolio remains well balanced to manage 
the incremental market volatility.  We remain underweight South Africa, slightly underweight 
Mexico, and overweight Russia and Thailand compared to those countries’ weights in the 
MSCI Emerging Markets Index.  We do have exposure to some of the more export-driven 
Asian geographies such as Taiwan and South Korea, however we believe that the cheap 
valuations and positive macroeconomic backdrops in these countries should offset the 
potential negative impact on trade.  Additionally, given our quantitative approach to stock 
selection, we can react efficiently to changing investment opportunities going forward.

Portfolio Management
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Thus far, our clients with exposure to developed market pharmaceuticals and industrials 
have benefitted from rallies in these industry groups. We expect markets to over-react in 
the short term to both positive and negative implications of the election outcome, which will 
present opportunities for our disciplined investment approach. As was the case after Brexit, 
we are monitoring portfolios across all of our equity strategies, both for opportunities to buy 
stocks that have become undervalued and to sell those that have become overvalued in the 
rush to predict winners and losers from the election result.

This market commentary expresses Causeway’s views as of November 9, 2016 and should 
not be relied on as research or investment advice regarding any investment. These views 
and any portfolio holdings and characteristics are subject to change, and there is no 
guarantee that any forecasts made will come to pass.  Forecasts are subject to numerous 
assumptions, risks and uncertainties, which change over time, and Causeway undertakes 
no duty to update any such forecasts.  Information and data presented has been developed 
internally and/or obtained from sources believed to be reliable; however, Causeway does 
not guarantee the accuracy, adequacy or completeness of such information. 
MSCI has not approved, reviewed or produced this report, makes no express or implied 
warranties or representations and is not liable whatsoever for any data in the report. You 
may not redistribute the MSCI data or use it as a basis for other indices or investment 
products.
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