
 
TUCSON SUPPLEMENTAL RETIREMENT SYSTEM 

BOARD OF TRUSTEES 
Notice of Regular Meeting / Agenda 

 
DATE:  Thursday, August 25, 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 July 28th, 2016 TSRS Board Meeting Minutes  
2. Retirement ratifications for August 2016  
3. July 2016 TSRS Budget Vs Actual Expenses 
4. TSRS Portfolio Composition, Transactions and Performance Review July 2016 

 
B. Disability Applications *  

1. Alfred Carley 
2. Robyn Scott 

 
C. Investment Activity Reports 

1. Annual Manager Review – Blackrock – Kaye Tao and Laura Wallace 
2. June 30, 2016 TSRS Quarterly Review of Investment Performance – Callan Associates, Inc. 
3. Would It Be Better to Index the Whole Fund & Manager Evaluation Discussion 

 
D. Plan Administrator’s Report 

4. Report on Office Operations and Key Facts and Figures From the Past Month 
5. TSRS Operation Highlight – The Actuarial Data Process 

 
E. Administrative Discussions 

1. Approval of TSRS Board Meeting Minutes for June 30th, 2016 
2. Board Member Education Plan Discussion 

 
F. Articles for Board Member Education / Discussion 

1. Barron’s-BlackRcok’s Fredircks Balances Risk and Income 
2. Causeway-The Price of Popularity 
 

G. Call to Audience 
 

H. Future Agenda Items    
1. Duties and Selection of Advisory Board 
2. TSRS Board Annual Evaluation of Staff and Consultants 
3. RFQ for Actuarial Services 
4. Action Plan for Black Swan Events 
5. Champlain Investment Partners – Annual Manager Review 
 

 
I. Adjournment  

  
 
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:  Thursday, July 28, 2016  
TIME:  8:30 A.M.       
PLACE: Finance Department Conference Room, 5th floor  

      City Hall, 255 West Alameda 
    Tucson, Arizona 85701 

 
Members Present:  Robert Fleming, Chairman 

Kevin Larson, City Manager Appointee (arrived 8:36 AM) 
Rebecca Hill, Interim HR Director 
Karen Tenace, Deputy Director of Finance 
Michael Coffey, Elected Representative (arrived 8:36 AM) 

 Jorge Hernández, Elected Representative 
John O’Hare, Elected Retiree Representative 

 
 
Staff Present: Dave Deibel, Deputy City Attorney 

Neil Galassi, Pension Administrator 
Silvia Navarro, Treasury Administrator 
Dmitriy Adamia, Administrative Assistant 

 
Guests Present:  

 
Absent/Excused:    

 
 

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

A. Consent Agenda  
1. Approval of June 30th, 2016 TSRS Board Meeting Minutes  
2. Retirement ratifications for July 2016  
3. June 2016 TSRS Budget Vs Actual Expenses 
4. TSRS Portfolio Composition, Transactions and Performance Review 
 

John O’Hare requested Consent Agenda item A1 be considered separately. 
 

Chairman Fleming asked for a vote on the approval of items A2, A3, and A4 from the Consent Agenda.  
Consent Agenda items A2, A3, and A4 were approved by a vote of 4 – 0 (Kevin Larson and Michael 
Coffey absent/excused, Chairman Fleming did not vote). 
 
Chairman Fleming asked for a vote on the approval of item A1 from the Consent Agenda. Consent 
Agenda item A1 failed due to a lack of quorum. (Kevin Larson and Michael Coffey absent/excused, 
John O’Hare abstained, and Chairman Fleming did not vote). 
 
John O’Hare abstained from voting on the Consent Agenda item A1 because he was absent from the June 30, 
2016 meeting. 
 
B. Plan Administrator’s Report 

1. Report on Office Operations and Key Facts & Figures for the Past Month 
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Neil Galassi stated this item is a replacement to the oral reporting to the Board by staff of the investment 
executive summary as has been the practice in the past. The Board will notice the executive summary and 
Callan’s Report have been moved to the consent agenda as per staff’s understanding of the Board’s direction.  
Upon meeting with Chairman Fleming last month, we discussed what would serve as a replacement for this 
item. We concluded avenues to allow staff to better educate the board on the operations of the TSRS Office 
while offering insights into the results of operations and investment activity during the month would be of great 
benefit to the Board. Therefore, beginning with this meeting Mr. Galassi presented an Administrator’s Report to 
highlight operational/investment facts and figures since the last Board meeting as well as briefly educate the 
board on an aspect of the operation of the Retirement Office.  For this month he chose the administration of 
the ICMA Defined Benefit Plans.    
 
Mr. Galassi continued to state over the month of June the office processed 20 retirements. Of that amount 17 
were normal retirements with 10 retiring under the medical incentive as indicated by an effective retirement 
date of 6/11/2016 on the ratification report, one was a disability retirement and 2 were deferred retirements. 
There were a total of 2,930 pension payments across all categories during the month, of that amount 2,909 
were direct deposit and only 20 were live checks. The reduction in live checks is a result of an effort by TSRS 
staff and payroll to verify or pre-note bank accounts before the first pension payment to a retiree. This has 
resulted in less paper checks, 11 refunds/rollovers were processed during the month of June totaling 
approximately $177,800. Procedures to reconcile the member data system (GRS) to the advantage general 
ledger were completed. No unidentifiable items were identified in the process, and the systems reconcile.  The 
next step is investment reconciling and compilation for year-end reporting of which we are currently in process. 
TSRS staff began preparations for the annual audit to be conducted by CliftonLarsonAllen. This has involved 
providing schedules for audit sampling and completion of internal control narratives/forms. The audit is 
scheduled to begin the second week of September. We began efforts to revise standard forms to ensure the 
information included is the most up to date, they are readable, understandable, and they provide needed 
efficiencies for the office. This began with the Lump-Sum Distribution form which was updated for clarity based 
on member feedback.  Mr. Galassi stated this part of the report is designed to offer some highlights of the 
portfolio from the prior month end to date, and highlight activates performed by staff related to investments 
during the past month. The total portfolio return as of Fiscal Year End, June 30, 2016 was 1.73% which trailed 
the total fund benchmark of 1.82% by 9 basis points. It should be noted other public pension plans around the 
county experienced similar or lower returns, for example CALPERS was at .60% for the fiscal year. The 
portfolio saw a near $10 Million gain in asset value since June 30 to date. It appears domestic equities have 
rebounded from the previous month and the fixed income area saw gains as well. Callan will provide a report 
on the final quarter of the fiscal year and an economic update going forward at the August Board Meeting. He 
met with J.P Morgan on July 27th, they walked Mr. Galassi through the details of the Strategic Property Real 
Estate and the Income & Growth Real Estate Funds we have invested in. His biggest takeaway was how the 
strategies differ from each other and how our portfolio derives different potential benefits from each one. He 
learned the Strategic Property Fund derives much the majority of return from asset appreciation. That portfolio 
strives to invest in solid established real estate assets in the residential, retail, and Office Sectors that have 
excellent location and growth factors to appreciate. The Income and growth fund derives to find assets that are 
competitively positioned in the same sectors but with a focus on assets that provide income yields vs. 
appreciation. He also met with Macquarie on July 21st. He learned that fund is primarily invested, at 86% in 
two airports; the Copenhagen Airport, and the Brussels Airport. We discussed the bombing of the Brussels 
airport in late March referred to by Callan in the May meeting. He reiterated Callan’s sentiments that operations 
were largely unaffected. Temporary passenger facilities were used for 2 weeks after the bombing and the 
Airport was back to 100% by June 2nd. There is insurance and regulatory ability for the airport to have carriers 
cover parts of the damage. There really is no immediate impact from the Brexit given the nature of the assets 
in the fund, but it should be worth noting Brussel’s is the Headquarters’ of the EU. Should the EU completely 
dissolve there could be an impact to the Brussels airport. The Board may have heard PIMCO announced the 
appointment of a new CEO, Emmanuel Roman. Mr. Galassi received a call from our relationship manager 
Sasha Talcott in regards to the change which they indicated they are very excited about it and the change will 
happen methodically. PIMCO will provide more details when they present at the annual retreat. 
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2. TSRS Operation Highlight – Defined Contribution Plans 
 
 
 

 
 
Mr. Galassi referenced the table above. He stated Chairman Fleming and staff decided it would be beneficial 
for the Board to have better knowledge of the operations of the Retirement Office. Therefore, with each 
administrator’s report Mr. Galassi will bring forward an aspect of our operations to briefly describe to the Board 
for purposes of knowledge and education. For this meeting he chose the administration of the defined 
contribution plans administered by ICMA-RC. His purpose in choosing this aspect was to provide the Board a 
base understanding of the defined contribution plans the City offers to employees.  As Board members talk to 
other TSRS plan members and interested parties about the TSRS, knowledge of this aspect of the operation 
may help as Board members may run into individuals who have questions about the these plans. ICMA-RC 
was brought on-board via council action in 2006 and the plans detailed in the table were established. The 457b 
plan that is more commonly referred to as the Deferred Compensation Plan, allows for voluntary tax deferred 
savings with the benefits being access to funds if you separate from employment before the age of 50 and 1/2 
without the 10% tax penalty. This is offered to employees as a vehicle to save in order to supplement their 
retirement income. 
 
Chairman Fleming clarified separated members are able to withdraw funds without the 10% penalty.  
 
Mr. Galassi answered in the affirmative.  
 
Chairman Fleming clarified the TSRS Board has no control over the deferred compensation plans. 
 
Mr. Galassi answered in the affirmative, the Defined Contribution Board and staff controls and evaluates the 
deferred compensation plans.  
 
Mr. Galassi continued Roth IRA plan is voluntary to all employees, this allows an after tax contribution and also 
serves as a vehicle for employees to save for retirement. The 401a plan that is only available to employees 
during the 1st 90 days of their employment per the plan document. This has higher contribution limits than the 
traditional 401k plan. Finally there is 401a ER plan that is only offered to the City Manager, City Attorney, City 
Clerk, and Police Chief as dictated in their individual contracts.  These plans only provide for employer 
contributions. 
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Chairman Fleming asked if an employee can change their contribution rate in the 401a plan. 
 
Mr. Galassi stated once an employee chooses a contribution rate, that rate cannot be changed.  
 
Chairman Fleming asked for the participation level of the 401a plan. 
 
Mr. Galassi stated in the 401a plan there are 16 participants with assets balance of $5.2M. 
 
Rebecca Hill asked if this information is provided during new employee orientation.  
 
Mr. Galassi answered in the affirmative, the ICMA representative goes over the options. If the ICMA 
representative is unable to make it then the TSRS staff informs the new employees.   
 
Mr. Galassi continued the 457B plan has 2,399 participants with assets balance of $243M.  
 
John O’Hare asked of the 2,399 how many are retired employees.  
 
Mr. Galassi answered 2,229 active and 170 terminated. 
 
Chairman Fleming stated once an employee is terminated they have the option to move their 457b plan to an 
IRA. 
 
Mr. Galassi stated affirmative, they have the option to move their funds or leave them with ICMA.  
 
Mr. Galassi continued the Roth plan has 44 participants with assets balance of $631,000. 
 
Mr. O’Hare asked does staff inform employees about these plans. 
 
Mr. Galassi stated staff is in the process of improving the communication with employees, the table referenced 
above is framed and placed at the front desk and the City Attorney’s office has been provided this information 
for management contracts. Additionally every year the 3rd week of October is National Save for Retirement 
week, TSRS staff and ICMA representatives schedule events around the City to meet with City employees to 
discuss retirement options. The ICMA Administrative Fund pays for TSRS staff and operation expenses.  
 
Ms. Hill asked if employees can request a percentage of their pay check to be contributed to one of these 
plans instead of a set dollar amount.  
 
Mr. Galassi answered unfortunately at this point in time that is not an option. Staff is working with the Payroll 
System to possibly add that as an option for the future.  
 
Chairman Fleming clarified if an employee has been with the City for 10 years and wants to enroll into the 401a 
plan, that employee is unable to enroll because it is past the first 90 days.  
 
Mr. Galassi answered in the affirmative, that is the way the plan document is written. The main difference 
between the plans is the contribution limits. 
 
Mr. O’Hare stated once an employee reaches the contribution limit, they cannot contribute anymore.  
 
Mr. Galassi stated it is an annual limit. Additionally TSRS staff oversees and monitors the relationship with 
ICMA in conjunction with the Defined Contribution Plan Board.  The Pension Administrator is the named Plan 
Coordinator for all ICMA plans. TSRS Staff ensures employee contribution amounts as set up by the employee 
with ICMA are correctly represented in the payroll system. We review the file generated by payroll on a bi-
weekly basis for correct submission of contribution amounts by each participating employee to ICMA. We also 
facilitate rollover of leave before retirement if desired by the employee. We facilitate plan member 
communication with ICMA as questions and circumstances arise. 
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Michael Coffey asked if these are the only products offered by ICMA. 
 
Mr. Galassi answered these are the only products the City has an agreement with ICMA to offer.  
 
Mr. Coffey asked how does the City of Tucson participation numbers compare to other governmental 
retirement systems. Maybe ICMA has other products with greater benefit to City employees.  
 
Mr. O’Hare stated City employees are able to participate in a Roth IRA with a 3rd party company, not having to 
choose ICMA.  
 
Mr. Galassi stated affirmative, employees may participate in any retirement plan with any company they so 
choose. The benefit for a City employee to choose ICMA is the lower management fees, the management fee 
for the Roth IRA plan though ICMA is 0.075 percent of aggregate assets.  
 
Mr. O’Hare stated that is a huge benefit to City employees.  
 
Mr. Coffey asked if staff is planning on promoting these plans to employees. 
 
Mr. Galassi stated affirmative, staff has information posted in the office and on the internet. Additionally during 
National Save for Retirement week staff is able to communicate this information to employees and participation 
levels are very high, there were over 150 new enrollments during last year’s event. 
 
Karen Tenace stated there was very good participation during last year’s National Save for Retirement week, 
staff set-up different stations with information on all of the plans and employees were able to get their 
retirement estimates.  
 
C. Administrative Discussions 

1. Education Plan for Staff and Trustees 
 

Neil Galassi stated the TSRS Board of Trustees and the City of Tucson are both committed to hiring and 
retaining a competent and qualified staff to oversee the operation and administration of the TSRS. In addition, 
the TSRS Board of Trustees must have the ability to effectuate the administration, management, and operation 
of the system as dictated in City code Sec. 22-44Board of Trustees. To that end, onboarding of new Board 
members and continuing professional education is a crucial element to ensure both staff and Board members 
obtain and utilize the most current and relevant information to facilitate their roles with the TSRS on an ongoing 
basis. It is the philosophy of the Board that TSRS staff is given access to the necessary training and resources 
to perform their day to day duties from the inception of their employment. The Pension Administrator is 
responsible for ensuring TSRS staff continually possess the necessary and most recent information and 
training to facilitate appropriate job performance. The Pension Administrator with devise an education strategy 
that is most relevant to each position. The strategy will involve inter-office cross training, utilization of internal 
subject matter experts, and external continuing professional education as approved by the Pension 
Administrator. The Pension Administrator will actively seek any and all training opportunities for staff on an 
ongoing basis. It has been the philosophy of the TSRS that Board Members are individually responsible for 
ensuring they retain the necessary knowledge and competence to perform their duties as dictated in the City 
code. To that end a training budget is established on an annual basis to be utilized by both the Trustees and 
Staff to obtain current and relevant training. The Pension administrator will actively seek out external training 
avenues, and make all efforts to notify board members in a timely manner to allow board members to plan for 
potential attendance.  
 
Mr. Galassi stated he provided to the Board information and advance notice with their materials on the Opal 
Public Funds Summit to occur in Scottsdale, Arizona on January 9th through the 11th 2017. In case Board 
members need time to plan for the seminar, it is a very good educational opportunity for the Board to consider.  
 
John O’Hare stated the local CFA chapter allows affiliate memberships for people who are not a CFA. He 
stated it may be a good idea for the TSRS administrator Mr. Galassi to become a member for staff education 
purposes.  
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Mr. Galassi asked Mr. O’Hare for additional information on the CFA for staff consideration.  
 
Michael Coffey stated last year staff had a training budget of $14,000 of which only $400 was used. He asked 
if staff had something in mind for that budget this year.   
 
Mr. Galassi answered in the affirmative, a part of that budget will be Board members and staff attending 
training and seminars. 
 
Chairman Fleming asked is the Opal Public Funds Summit  a good starting point for a Board member attending 
their first seminar.  
 
Mr. Galassi stated he choose this seminar because of the keynote speakers and attendees which will include 
investment managers, consultants, attorneys, accountants, and hedge fund managers.      
 
Chairman Fleming asked if the Board members decided to attend the seminar would the hotel and travel cost 
be reimbursed.  
 
Mr. Galassi answered in the affirmative; seminar, hotel, and travel costs are a part of the training budget. If the 
Board is comfortable with the above framework staff would like to move forward with these parameters for staff 
and Board education. It is assumed this is a living document that will be added to and/or updated as 
necessary. 
 
Chairman Fleming made an adjustment to Section 2 of the Education Handout. “It has been the philosophy of 
the TSRS that Board Members are individually responsible for ensuring they obtain and retain the necessary 
knowledge and competence to perform their duties as dictated in the City code”.  
 
Mr. O’Hare stated he believes that in the best interest of the active and retired City Employees there should be 
a requirement or a set number of hours Board members need to obtain and retain the necessary knowledge 
and training to perform their duties. Members should not be individually responsible for ensuring they obtain 
and retain the necessary knowledge and competence to perform their duties. 
 
Chairman Fleming clarifies with Mr. O’Hare if he is asking for a mandatory number of hours dedicated to Board 
members training.  
 
Mr. O’Hare stated the Board needs something that is more structured than just the individual’s responsibility to 
obtain and retain the necessary knowledge.  
 
Chairman Fleming stated the Board would need to see a proposal in writing for the Board to consider any 
changes to policy.  
 
Mr. O’Hare stated he will make a 15 minute presentation at the August 25, 2016 TSRS Board meeting.  
 
Mr. O’Hare stated Opal offers lots of different seminars throughout the year that Board members have the 
option of attending. 
 
Mr. Galassi stated the seminar presented at today’s meeting was recommended by the Director of the ASRS. 
 
 
Mr. Coffey asked staff to compile a list of possible public sector pension seminars for Board members to 
choose from. 
 
Karen Tenace stated the National GFOA has a pension section, the seminar is in Denver, Colorado during the 
month of May.     
 
Mr. O’Hare stated the number of seminars has diminished because of budget cuts.  
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Mr. Galassi stated the Board’s investment managers do offer client conferences.   
 

2. Implementation of an Intern Program 
 
 
Mr. Galassi summarized the benefits and cons of having an intern program for the TSRS Office.  Mr. Galassi 
stated that at this time Staff is not bringing forward a formal internship program to the Board for 
recommendation. While Staff feels the benefits of an internship program would outweigh the cons, the TSRS 
office is currently not in a position to be adequately conducive to onboarding an intern and providing a 
beneficial experience. This is due to the current state of the office with all staff still onboarding and learning 
their roles and duties given recent noted turnover. Staff recommends revisiting the implementation of an intern 
program at a time when the office is better positioned to do so. 
 
Chairman Fleming stated basically staff believes hiring an intern is a good idea but not at this time, new staff 
members need time to get adjusted and situated.  
 
John O’Hare asked if staff would be ready in a year’s time.   
 
Neil Galassi stated possibly, staff will continue to evaluate and report to the board. 
 
Chairman Fleming stated staff does not need Board approval to hire an intern as long as staff stays within the 
approved budget. 
 
Mr. O’Hare stated the Tucson Water has been very successful hiring interns.   
  
 

3. Retreat Topics Update 
 
Neil Galassi stated as of July 28, 2016 we have 5 very good speakers attending the retreat. Andrew Goldberg 
from JP Morgan will be presenting a Guide to the Markets. GRS will be presenting the actuarial report which 
leads to the Board’s recommend contribution rate to the Mayor and council for the next fiscal year. As well as 
50/50 split contribution rate discussion presented by GRS. External legal counsel Catherine Langford will 
facilitate the fiduciary training.  Callan will be presenting on currency. PIMCO will discuss Stocks Plus, Custom 
Fix Income, and the Economic update. And Black Swan events maybe worked into the retreat discussion.  
 
John O’Hare asked to see Pimco’s projections from last year to see how accurate they were.  
 
Kevin Larson stated GASB statements #68 and #71 could be a retreat topic.   
 
Mr. Galassi stated a GASB discussion will be added to the retreat topics.  
 
 
D. Articles for Board Member Education / Discussion 

1. J.P. Morgan – Asset Class Implications Post Brexit 
2. Callan Associates Inc. – Thoughts and Summary on Brexit 
3. Wall Street Journal – Brexit Adds to Pension Funds’ Pain 
 

E. Call to Audience - None heard.  
 

F. Future Agenda Items    
1. Duties and Selection of Advisory Board 
2. TSRS Board Annual Evaluation of Staff and Consultants 
3. Formal Evaluation of Active Managers – 1.5% over benchmark over a given period 
4. RFQ for Actuarial Services 
5. Action Plan for Black Swan Events 
6. Would It Be Better to Index the Whole Fund  
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7. BlackRock – Annual Manager Review 
8. Champlain Investment Partners – Annual Manager Review 
 

 
G. Adjournment 9:19 A.M.  

  
 
 
 
 
 

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

 
 



Karen M Leavitt City Courts Normal Retirement 8/6/2016 11/10/1958 57.74 30.8592               564,505.94               145,527.02                   5,804.93 Single Life                   4,030.55
George E Morey Jr Information Technology Normal Retirement 7/20/2016 10/24/1948 67.74 35.8294               616,069.83               568,971.91                   6,824.87 J&S 100                   4,318.58
James M Patterson Jr Water Utility Deferred Retirement 7/10/2016 7/10/1954 62.00 17.0403               152,972.27                 95,594.10                   3,145.24 J&S 50                   1,128.92
Cecilia M Richards Transportation Normal Retirement 7/13/2016 7/13/1954 62.00 9.5943                 72,778.15                 22,727.21                   2,547.11 Single Life                      549.85
Jeanne A Slaughter Police Deferred Retirement 7/22/2016 7/22/1954 62.00 7.3539                 55,284.12                 27,097.88                   2,524.26 J&S 100                      332.95
David Villa General Services Deferred Retirement 7/2/2016 7/2/1954 62.00 9.0728                 72,552.42                 21,645.48                   2,801.72 Single Life                      571.94

23,648.13 10,932.79
Averages 18.67 255,693.79 146,927.27 3,941.36 1,822.13

 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 2,383 5,245,713 62,948,555.88 2,863,390 4.77%
Disability Pensions 160 174,259 2,091,109 148 164,149 1,969,792.92 (121,316) -5.80%
Survivor Pensions 344 298,979 3,587,750 344 338,738 4,064,856.00 477,106 13.30%

2,809 5,480,335 65,764,025 2,875 5,748,600 68,983,205 3,219,180 4.90%
(36) (29,333)$

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
07/10/16 - 08/09/16 - July 2016

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

Accumulated
Contributions

 AFC  Option  Pension

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

 July 2016 Pension Payroll

 (net) change from previous month























DATE: August 18, 2016

TO: The Board of Trustees
Tucson Supplemental Retirement System

FROM: Neil S. Galassi, CPA
Pension Administrator

SUBJECT: July 2016 Summary Performance Report

SUMMARY:

This report presents the Tucson Supplemental Retirement System’s investment portfolio as of
July 31, 2016.  Attached to this summary is the Callan prepared Investment Measurement
Service Monthly Review Report which serves as the basis for this summary.

As of June 30, 2016 and July 31, 2016, the Total Fund balance of was $722.7 million and
$742.5 million respectively. This represents a $11.4 million increase from the prior month.
There were withdrawals totaling $2.0 million from the Total Fund to support pension payments
during the recent month, and $2.0 million has been withdrawn during fiscal year 2017.

For the month of July, the Total Fund performance, net of fees, was a positive 2.87% which met
the custom benchmark return of 2.87%. Total Fund performance was primarily impacted by
positive returns during the month in all equity classes with domestic equity returning 4.27% and
international equity returning 4.23%. Fixed Income, Real Estate, and Infrastructure investment
allocations saw modest returns during the month of 1.39%, 0.39%, and 0.30% respectively; the
S&P 500 Index returned 0.26% during the month.

For the last twelve months the Total Fund performance was a positive 3.62% which was slightly
below of the custom benchmark return of 3.72% by 10 basis points. The Total Fund
performance was impacted by negative but improving returns in the International Equity
Markets of negative 6.59%, which were slightly better than the previous month’s 12 month
return of negative 10.04%. Domestic equity market returns underperformed relative to the
benchmark by 1.44% for the same 12 month period with Small/Mid Cap Domestic Equity
outperforming the benchmark by 2.07%. The Fund continues to experience 12 month positive
returns on Fixed Income of 6.88% and returns on the Real Estate and Infrastructure were
9.41% and 13.13% respectively.

In regards to equity funds over the past 12 month period, the Small/Mid Cap Equity funds for
Champlain Mid Cap performed well above their benchmark by 4.34% while and Pyramis Small
Cap underperformed relative to the benchmark by 1.63%. Large Cap Equity fund managers
were relatively consistent with their benchmark except for T-Rowe Price which underperformed
relative to the benchmark by 5.93%. The international equity fund managed by Causeway
trailed the benchmark by 4.64% while the Aberdeen international equity fund outperformed the
benchmark by 1.80%. For fixed income funds, the PIMCO Fixed Income Fund underperformed
relative to benchmark by 65 basis points, while the BlackRock U.S. Debt Fund was consistent
with the benchmark of 5.94% at 6.04%.  For Real Estate fund managers, both the JPM
Strategic Property Fund and JPM Income and Growth Fund trailed the benchmark by 1.57%
and 2.60% respectively. The Macquarie European Infrastructure Fund was 4.02% above the
benchmark, and the Steel River Infrastructure fund also outperformed the benchmark by
12.71%

TSRS Portfolio Performance Review



The Total Fund total as of today, July 21, 2016 was $744.8 million.  This represents an increase
of $2.3 million (30 basis points), over the balance as of July 31, 2016.  The increase was
primarily a result of an increase of 70 basis points in international equity asset balances and
modest increases in the Domestic Equity and the fixed income asset balances since prior
month end.

Summary graphs are as follows:
.
Calendar Year Metrics:

Fiscal Year Metrics:

One Year to Date Performance Metrics:



July 31, 2016

Tucson Supplemental

Retirement System

Investment Measurement Service
Monthly Review

The following report was prepared by Callan Associates Inc. ("CAI") using information from sources that include the following: fund trustee(s); fund
custodian(s); investment manager(s); CAI computer software; CAI investment manager and fund sponsor database; third party data vendors; and other outside
sources as directed by the client. CAI assumes no responsibility for the accuracy or completeness of the information provided, or methodologies employed, by
any information providers external to CAI. Reasonable care has been taken to assure the accuracy of the CAI database and computer software. Callan does
not provide advice regarding, nor shall Callan be responsible for, the purchase, sale, hedge or holding of individual securities, including, without limitation
securities of the client (i.e., company stock) or derivatives in the client’s accounts. In preparing the following report, CAI has not reviewed the risks of individual
security holdings or the conformity of individual security holdings with the client’s investment policies and guidelines, nor has it assumed any responsibility to do
so. Advice pertaining to the merits of individual securities and derivatives should be discussed with a third party securities expert. Copyright 2016 by Callan
Associates Inc.
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Actual vs Target Asset Allocation

The first chart below shows the Fund’s asset allocation as of July 31, 2016. The second chart shows the Fund’s target asset
allocation as outlined in the investment policy statement.

Actual Asset Allocation

Large Cap Equity
26%

Small/Mid Cap Equity
8%

Fixed Income
27%

International Equity
24%

Real Estate
9%

Infrastructure
6%

Cash
0%

Target Asset Allocation

Large Cap Equity
26%

Small/Mid Cap Equity
8%

Fixed Income
27%

International Equity
25%

Real Estate
9%

Infrastructure
5%

$000s Percent Percent Percent $000s
Asset Class Actual Actual Target Difference Difference
Large Cap Equity         191,866   25.8%   26.0% (0.2%) (1,193)
Small/Mid Cap Equity          61,389    8.3%    8.0%    0.3%           1,986
Fixed Income         197,061   26.5%   27.0% (0.5%) (3,424)
International Equity         178,001   24.0%   25.0% (1.0%) (7,632)
Real Estate          64,606    8.7%    9.0% (0.3%) (2,222)
Infrastructure          47,555    6.4%    5.0%    1.4%          10,428
Cash           2,057    0.3%    0.0%    0.3%           2,057
Total         742,534  100.0%  100.0%

*Current Month Target Performance is calculated using monthly rebalancing.
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of July 31, 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

July 31, 2016 June 30, 2016

Market Value Percent Net New Inv. Inv. Return Market Value Percent

Domestic Equity $253,255,367 34.11% $(2,144,551) $10,590,915 $244,809,003 33.83%

Large Cap Equity $191,866,117 25.84% $(2,074,215) $8,146,989 $185,793,344 25.67%
Transition Account (1) 10,602 0.00% 0 2 10,600 0.00%
Alliance S&P Index 55,558,069 7.48% (1,999,721) 2,035,567 55,522,224 7.67%
PIMCO StocksPLUS 30,353,018 4.09% 0 1,191,446 29,161,572 4.03%
BlackRock Russell 1000 Value 52,588,467 7.08% 0 1,494,162 51,094,305 7.06%
T. Rowe Price Large Cap Growth 53,355,961 7.19% (74,494) 3,425,812 50,004,643 6.91%

Small/Mid Cap Equity $61,389,250 8.27% $(70,336) $2,443,927 $59,015,659 8.15%
Champlain Mid Cap 30,611,131 4.12% (72,111) 1,040,759 29,642,483 4.10%
Pyramis Small Cap 30,778,119 4.15% 1,775 1,403,168 29,373,176 4.06%

International Equity $178,001,243 23.97% $(76,674) $7,310,640 $170,767,277 23.59%
Causeway International Opps (2) 70,868,368 9.54% (76,674) 2,874,709 68,070,332 9.41%
Aberdeen EAFE Plus 72,534,450 9.77% 0 2,409,315 70,125,135 9.69%
American Century Non-US SC (1) 34,598,425 4.66% 0 2,026,615 32,571,810 4.50%

Fixed Income $197,060,738 26.54% $(145,665) $2,855,754 $194,350,648 26.85%
BlackRock U.S. Debt Fund 72,460,486 9.76% 0 461,907 71,998,579 9.95%
PIMCO Fixed Income 124,600,252 16.78% (145,665) 2,393,847 122,352,070 16.91%

Real Estate $64,605,614 8.70% $(114,263) $367,027 $64,352,850 8.89%
JPM Strategic Property Fund 46,761,817 6.30% (114,263) 366,032 46,510,048 6.43%
JPM Income and Growth Fund 17,843,798 2.40% 0 996 17,842,802 2.47%

Infrastructure $47,554,522 6.40% $(179,402) $321,819 $47,412,106 6.55%
Macquarie European 21,816,066 2.94% (179,402) 321,819 21,673,650 2.99%
SteelRiver Infrastructure 25,738,456 3.47% 0 0 25,738,456 3.56%

Total Cash $2,056,942 0.28% $11 $453 $2,056,478 0.28%
Cash 2,056,942 0.28% 11 453 2,056,478 0.28%

Total Fund $742,534,427 100.0% $(2,660,543) $21,446,608 $723,748,362 100.0%

(1) The Domestic Equity transition account was implemented for the May 2016 plan rebalancing.  As part of the
rebalancing, the American Century Non-US Small Cap strategy was funded on May 27, 2016.

(2) Client transitioned from Causeway International Value to International Opportunities in May 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 July 31,
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 July 31, 2016

Year Last Last Last

Last to 12 36 60

Month Date Months Months Months
Gross of Fees

Domestic Equity 4.33% 6.73% 3.63% 11.24% 13.72%
  Total Domestic Equity Target (1) 4.05% 8.09% 4.77% 10.54% 13.00%

Large Cap Equity 4.40% 5.99% 3.46% 11.22% 13.59%
   S&P 500 Index 3.69% 7.66% 5.61% 11.16% 13.38%

Alliance S&P Index 3.67% 7.53% 5.54% 11.12% 13.33%
  S&P 500 Index 3.69% 7.66% 5.61% 11.16% 13.38%

PIMCO StocksPLUS 4.09% 8.12% 4.63% 11.68% 14.54%
  S&P 500 Index 3.69% 7.66% 5.61% 11.16% 13.38%

BlackRock Russell 1000 Value 2.92% 9.17% 5.23% 9.05% 12.80%
  Russell 1000 Value Index 2.90% 9.38% 5.38% 8.99% 12.75%

T. Rowe Price Large Cap Growth 6.85% 0.21% (1.07%) 13.06% 14.54%
  Russell 1000 Growth Index 4.72% 6.15% 4.35% 12.86% 13.62%

Small/Mid Cap Equity 4.14% 9.44% 4.35% 11.37% 14.04%
  Russell 2500 Index 5.22% 9.40% 1.54% 8.16% 11.46%

Champlain Mid Cap 3.51% 13.01% 9.76% 12.36% 13.94%
  Russell MidCap Index 4.57% 10.31% 4.37% 10.37% 12.73%

Pyramis Small Cap 4.78% 5.71% (1.10%) 10.21% 14.00%
  Russell 2000 Index 5.97% 8.32% 0.00% 6.74% 10.43%

International Equity 4.28% 4.46% (5.98%) 1.00% 1.89%
  Total International Equity Target (2) 5.03% 3.90% (5.52%) 1.36% 1.36%

Causeway International Opps (5) 4.22% (1.18%) (9.63%) 1.47% 4.24%
  MSCI ACWI ex US 4.95% 3.88% (5.54%) 1.35% 1.35%

Aberdeen EAFE Plus 3.44% 10.33% (2.99%) (0.37%) -
  MSCI ACWI x US (Net) 4.95% 3.88% (5.54%) 1.35% 1.35%

American Century Non-US SC (3) 6.22% - - - -
  MSCI ACWI ex US Small Cap 5.56% 5.36% 1.74% 5.13% 3.40%

Fixed Income 1.47% 8.70% 7.21% 5.27% 4.93%
  Barclays Aggregate Index 0.63% 5.98% 5.94% 4.23% 3.57%

BlackRock U.S. Debt Fund 0.64% 6.07% 6.07% 4.38% 3.70%
  Barclays Aggregate Index 0.63% 5.98% 5.94% 4.23% 3.57%

PIMCO Fixed Income 1.96% 10.31% 7.90% 5.81% 5.83%
  Custom Index (4) 1.22% 8.95% 8.03% 5.64% 5.28%

(1) The Total Domestic Equity target is currently composed of 76% S&P 500 and 24% Russell 2500 Index.

(2) The Total International Equity Target reflects the MSCI ACWI ex-US (Net Div) through May 2016 and the MSCI
ACWI ex-US IMI (Net Div) thereafter.

(3)  The American Century Non-US Small Cap strategy was funded May 2016.

(4) The PIMCO custom index is composed of 25% Barclays Mortgage, 25% Barclays Credit, 25% Barclays High Yield,
and 25% JP Morgan EMBI Global. Previously the index was composed of 70% Barclays Mortgage, 15% Barclays Credit, and 15%
Barclays High Yield.

(5) Client transitioned from Causeway International Value to International Opportunities in May 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 July 31,
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 July 31, 2016

Year Last Last Last

Last to 12 36 60

Month Date Months Months Months

Gross of Fees

Real Estate 0.57% 4.47% 10.56% 12.49% 12.86%
  NFI-ODCE Value Weight Gr* 0.71% 5.10% 11.26% 12.83% 12.62%

JPM Strategic Property Fund 0.79% 4.76% 10.77% 12.59% 12.86%
JPM Income and Growth Fund 0.01% 3.73% 10.06% 12.61% 15.20%
  NFI-ODCE Value Weight Gr* 0.71% 5.10% 11.26% 12.83% 12.62%

Infrastructure 0.68% 9.61% 13.88% 8.21% 7.09%
  CPI + 4% 0.11% 4.02% 4.42% 4.68% 5.07%

Macquarie European Infrastructure Fund 1.50% 9.00% 9.34% 3.21% 5.28%
SteelRiver Infrastructure North Amer.** 0.00% 10.15% 17.75% 13.91% 9.17%
  CPI + 4% 0.11% 4.02% 4.42% 4.68% 5.07%

Total Fund 2.97% 6.71% 4.07% 8.32% 9.40%
  Total Fund Target 2.87% 6.07% 3.72% 7.37% 8.43%

* Current Month Target = 27.0% Barclays Aggregate Index, 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%.

*The NFI-ODCE Value Weight benchmark current quarter return is preliminary.

**SteelRiver Infrastructure’s performance reflects prior month’s market value adjusted for flows.
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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 July 31,
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 July 31, 2016

Year Last Last Last

Last to 12 36 60

Month Date Months Months Months
Net of Fees

Domestic Equity 4.27% 6.50% 3.33% 10.93% 13.34%
  Total Domestic Equity Target (1) 4.05% 8.09% 4.77% 10.54% 13.00%

Large Cap Equity 4.35% 5.86% 3.30% 11.05% 13.40%
  S&P 500 Index 3.69% 7.66% 5.61% 11.16% 13.38%

Alliance S&P Index 3.67% 7.51% 5.50% 11.09% 13.29%
  S&P 500 Index 3.69% 7.66% 5.61% 11.16% 13.38%

PIMCO StocksPLUS 4.09% 8.12% 4.63% 11.68% 14.37%
  S&P 500 Index 3.69% 7.66% 5.61% 11.16% 13.38%

BlackRock Russell 1000 Value 2.92% 9.14% 5.21% 9.01% 12.77%
  Russell 1000 Value Index 2.90% 9.38% 5.38% 8.99% 12.75%

T. Rowe Price Large Cap Growth 6.70% (0.19%) (1.58%) 12.54% 13.98%
  Russell 1000 Growth Index 4.72% 6.15% 4.35% 12.86% 13.62%

Small/Mid Cap Equity 4.02% 8.88% 3.61% 10.53% 13.14%
  Russell 2500 Index 5.22% 9.40% 1.54% 8.16% 11.46%

Champlain Mid Cap 3.27% 12.25% 8.81% 11.41% 12.94%
  Russell MidCap Index 4.57% 10.31% 4.37% 10.37% 12.73%

Pyramis Small Cap 4.78% 5.32% (1.63%) 9.47% 13.18%
  Russell 2000 Index 5.97% 8.32% 0.00% 6.74% 10.43%

International Equity 4.23% 4.06% (6.59%) 0.31% 1.16%
  Total International Equity Target (2) 5.03% 3.90% (5.52%) 1.36% 1.36%

Causeway International Opps (5) 4.11% (1.63%) (10.18%) 0.83% 3.55%
  MSCI ACWI ex US 4.95% 3.88% (5.54%) 1.35% 1.35%

Aberdeen EAFE Plus 3.44% 9.94% (3.74%) (1.16%) -
  MSCI ACWI x US (Net) 4.95% 3.88% (5.54%) 1.35% 1.35%

American Century Non-US SC (3) 6.22% - - - -
  MSCI ACWI ex US Small Cap 5.56% 5.36% 1.74% 5.13% 3.40%

Fixed Income 1.39% 8.44% 6.88% 4.94% 4.59%
  Barclays Aggregate Index 0.63% 5.98% 5.94% 4.23% 3.57%

BlackRock U.S. Debt Fund 0.64% 6.04% 6.04% 4.34% 3.68%
  Barclays Aggregate Index 0.63% 5.98% 5.94% 4.23% 3.57%

PIMCO Fixed Income 1.84% 9.91% 7.38% 5.30% 5.32%
  Custom Index (4) 1.22% 8.95% 8.03% 5.64% 5.28%

(1) The Total Domestic Equity target is currently composed of 76% S&P 500 and 24% Russell 2500 Index.

(2) The Total International Equity Target reflects the MSCI ACWI ex-US (Net Div) through May 2016 and the MSCI
ACWI ex-US IMI (Net Div) thereafter.

(3)  The American Century Non-US Small Cap strategy was funded May 2016.

(4) The PIMCO 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.

(5) Client transitioned from Causeway International Value to International Opportunities in May 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 July 31,
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 July 31, 2016

Year Last Last Last

Last to 12 36 60

Month Date Months Months Months

Net of Fees

Real Estate 0.39% 3.74% 9.41% 11.30% 11.60%
  NFI-ODCE Value Weight Gr* 0.71% 5.10% 11.26% 12.83% 12.62%

JPM Strategic Property Fund 0.54% 3.99% 9.69% 11.50% 11.72%
JPM Income and Growth Fund 0.01% 3.08% 8.69% 11.09% 13.61%
  NFI-ODCE Value Weight Gr* 0.71% 5.10% 11.26% 12.83% 12.62%

Infrastructure 0.30% 9.02% 13.13% 7.27% 5.76%
  CPI + 4% 0.11% 4.02% 4.42% 4.68% 5.07%

Macquarie European Infrastructure Fund 0.66% 8.10% 8.44% 2.42% 4.10%
SteelRiver Infrastructure North Amer.** 0.00% 9.83% 17.13% 12.71% 7.60%
  CPI + 4% 0.11% 4.02% 4.42% 4.68% 5.07%

Total Fund 2.87% 6.38% 3.62% 7.84% 8.86%
  Total Fund Target 2.87% 6.07% 3.72% 7.37% 8.43%

* Current Month Target = 27.0% Barclays Aggregate Index, 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%.

*The NFI-ODCE Value Weight benchmark current quarter return is preliminary.

**SteelRiver Infrastructure’s performance reflects prior month’s market value adjusted for flows.
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I. BlackRock Update



BlackRock at a glance

*  As of 30 June 2016
** As of 31 March 2016

 Established in 1988 

 NYSE: BLK

 $4.89 trillion assets under management

 More than 12,000 employees

 More than 1,800 investment professionals **

 Offices in over 30 countries 

 25 primary investment centers globally **

 Clients in over 100 countries

 Over 750 iShares® ETFs Globally

 Through BlackRock Solutions, the Firm provides risk 
management and enterprise investment services for over 200 
clients 

 Financial Markets Advisory business managed or advised on 
over $8 trillion in asset and derivative portfolios

 Transition Management team partners with clients to save costs 
and reduce risks when changing investment exposures

BlackRock facts * $4.89 trillion managed across asset classes

Create a better financial future for our clients by building 
the most respected investment and risk manager in the world 

BlackRock Mission Statement

Assets as of 30 June 2016
1 Includes commodity and currency mandates

Active Equity 
276 bn

Passive 
Equity
2.2 tn

Alternatives1

119 bn

Active 
Fixed Income

768 bn

Passive 
Fixed Income

799 bn
Multi-Asset 

387 bn

Cash 
Management 

375 bn

Advisory
11 bn
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II. Holdings and Performance Summary



Account review:
Holdings and performance summary

Tucson Supplemental Retirement System

Performance

Returns since inception for periods greater than one year are annualized.
Client inception dates: Russell 1000 Value Fund 11/30/2001, US Debt Index Fund 12/30/2011

Russell 1000 Value Fund

Account value $52,588,467

Performance

US Debt Index Fund

Account value $72,460,510
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US Debt Index Fund Barclays US Aggregate Bond Index

Difference   +0.05                  +0.09                     +0.13                  +0.13Difference   -0.03                  0.00                     +0.05 +0.11
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III. Transition Recap



TSRS Portfolio Transition Recap

FII-0007

Overview
• TSRS conducted a multi-asset, multi-manager restructure

• After a holistic review of the rebalance, the scope of the transitioning assets was determined to be approximately $105 
million across 11 different strategies

• As the transition manager, BlackRock acted as the central point of contact for the transition to coordinate with all relevant 
parties on all aspects of the transition.

• Key goal of the transition was to manage four dimensions of risk:  Exposure, Execution, Process, and Operation

Timeline of Main Events
• April 26 – initial transition kick-off call with TSRS, Callan, and BlackRock

• 1H May – BlackRock prepared pre-trade analysis/trading strategy; ongoing planning/communication/trade preparation 
with all stakeholders

• May 23/24 - BNYM certified transition account assets to BlackRock

• May 24 - BlackRock finalized trade solution and executed trades at market close

• May 25-27 Cash movements, all target managers received funding

Transition Results
• Smooth and timely process – great teamwork across TSRS, Callan, BNYM, BlackRock and all managers involved

• Actual transition performance/costs came in consistent with pre-trade estimates
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Trading Summary
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IV. Fixed Income Review

For use with Institutional and Professional Investors Only - Proprietary and Confidential



Gross total return in USD (annualized* %)

US Debt Index Fund
Performance

* Period returns for less than a year are cumulative
** Fund inception date 30 June 1986
*** Client inception date 30 December 2011

The Fund’s net asset value does not include an accrual for the investment management fee but does include an accrual for fund level administrative costs and, if 
applicable, certain third party acquired fund fees and expenses. If the Fund’s net asset value did include an accrual for the investment management fee, the Fund’s 
returns would be lower. Past performance is not necessarily an indicator of future performance. Performance is for the US Debt Index Collective Trust Fund.

FIMB-0504

As of 31 July 2016

0.64

2.26

6.07 6.07

4.38
3.70

5.19

6.69

0.63

2.21

5.98 5.94

4.23
3.57

5.06

6.63

0

2

4
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MTD Q2 YTD 1 year 3 year 5 year Since client
inception***

Since fund
inception**

US Debt Index Fund

Barclays US Aggregate Bond Index

MTD % Q2 % YTD % 1-yr % 3-yr % 5-yr % Since client 
incept %

Since 
incept %

Tracking difference
(Gross vs. Benchmark) 0.01 0.05 0.09 0.13 0.15 0.13 0.13 0.06
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Portfolio profile

Data is for analytical purposes only. Index data points may differ to those published by the Index due to different classification criteria. Breakdowns may not sum to total due to rounding, 
exclusion of cash, STIF, and statistically immaterial factors. Past performance is not a reliable indicator of future results. The above information is based on the US Debt Index Collective 
Trust Fund's portfolio characteristics. Source: BlackRock

US Debt Index Fund

US Debt 
Index Fund

Barclays 
Aggregate Bond 

Index
Market value ($B) 8.52 19,539.09

# Issues 7,744 9,864

Characteristics
Coupon (%) 3.20 3.12
Yield to maturity (YTM) (%) 1.79 1.80
Weighted avg life (yrs) 7.45 7.47
Effective duration (yrs) 5.15 5.14
Spread duration 3.58 3.58
Option adjusted spread (bps) 49 49
Convexity 0.06 0.05

Quality breakdown (mkt val %)
AAA or above 71.20 71.17

AA 3.91 3.78

A 11.25 11.29

BBB 13.64 13.76

US Debt 
Index Fund

Barclays 
Aggregate Bond 

Index
Sector breakdown (mkt val %)
Treasury 36.39 36.49
Agencies 2.54 2.48
Financials 7.98 8.00
Industrials 15.69 15.80
Utilities 1.95 1.98
Non-US credit 4.65 4.68
Taxable munis 0.87 0.91
ABS 0.49 0.46
Mortgages 27.17 27.29
Hybrid ARM 0.21 0.16
CMBS 1.70 1.67
Foreign Government 0.00 0.09
Cash 0.37 0.00
Weighted avg life breakdown (mkt val %)
0-1 1.96 0.39
1-2 9.55 10.80
2-3 11.03 10.26
3-5 35.27 36.28
5-7 15.42 15.72
7-10 10.78 10.49
10-20 3.50 3.65
20-30 11.99 11.92
30+ 0.50 0.50

FIMB-0503

As of 31 July 2016
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Global fixed income platform provides greater access to investment 
opportunities

Benefits of BlackRock's breadth and depth
 Talent: 400+ fixed income professionals** generate ideas and identify insights to create alpha opportunities

 Trading: Global execution platform provides deep market access

 Technology: Best-in-class analytics and risk management enables us to better understand and take risk in pursuit of alpha

 Culture: Fiduciary commitment to advising and serving clients drives our investment culture

Experienced leadership team oversees portfolio teams with decision-making autonomy

AUM in USD as of 30 June 2016; excludes fixed income alternative assets
*Organizational changes took effect on 2/1/2016
**Source: BlackRock, as at June 2016. For illustrative purposes only.

Active
$765 billion

Global Fixed Income Platform
$1.57 trillion

Tim Webb*
Global Head of Fixed Income

Rick Rieder*
CIO of Global Fixed Income

Fundamental
$722 billion

Model-Based
$43 billion

Index 
$496 billion

ETF
$305 billion

Passive
$801 billion

FII-0007
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BlackRock global fixed income
Pioneer for over 30 years in passive investing

Pioneer in:
 Fixed Income index investing — largest fixed income index and ETF manager globally** 

* As of 31 March 2016
** Source: Pension & Investments as of 30 June 2015

FII-0007
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*

2015: Launch of smart 
beta balanced risk 
strategy 

BlackRock index & model-based global fixed income assets under management ($ billions)

2007: First synthetic long 
duration funds launched 

2002: First Fixed Income
Exchange Traded Fund

1984: First index fund

1987: First long duration passive 
strategy launched

2006: First global credit screened 
smart beta strategy launched

2009: Merger with 
BlackRock 

2008: Awarded Treasury Mandate for the
Mortgage Market Stabilization Program 

2011: First 20+ Year STRIPS 
index fund launched
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BlackRock Model-Based North America Portfolio Solutions Team

The North America portfolio solutions team consists of 25 investment professionals 
Scott Radell, CFA, Managing Director, is Head of US Fixed Income Portfolio Solutions within BlackRock's Model-Based Fixed Income Portfolio Management Group.

Mr. Radell's service with the firm dates back to 2003, including his years with Barclays Global Investors (BGI), which merged with BlackRock in 2009. At BGI, Mr. 
Radell was the Head of Portfolio Solutions, a group responsible for management and oversight of all US based active fixed income funds. Before founding the Portfolio 
Solutions Group, he was a portfolio manager responsible for BGI's active investment grade long-only and long/short cross-over portfolios. Prior to joining BGI, Scott 
served for over seven years as an analyst for corporate bond and Commercial Mortgage Backed Securities for Morgan Stanley Investment Management. Mr. Radell
began his career as a fixed income client service and mortgage analysts at BARRA.

Mr. Radell earned a BA degree in quantitative economics and decision sciences from the University of California at San Diego in 1992.

CreditMulti-Sector/Other Rates/Mortgage/EM

Scott Radell

Sr. Portfolio Manager
Multi-Sector

Joel Silva

Sr. Portfolio Manager
Municipals / Canada

Karen Uyehara

Portfolio Manager
Multi-Sector

Rena Patel

Portfolio Manager
Municipals

Jasmita Mohan

Portfolio Manager
Multi-Sector

Tao Chen

Portfolio Manager
Municipal Bonds

Jermaine Pierre

Portfolio Manager
Canada

Clay Armistead

Portfolio Manager
Securitized Credit

David Dulski

Portfolio Manager
Corporate Credit

Allen Kwong

Portfolio Manager
Corporate Credit

Karishma Kaul

Portfolio Manager
Corporate Credit

Jonathan Graves

Sr. Portfolio Manager 
Corporate Credit

Elya Schwartzman

Portfolio Manager
Corporate Credit

Jay Mauro 

Sr. Portfolio Manager
US Government Bonds

Marcus Tom

Portfolio Manager
Agency Mortgages

Wes George 

Portfolio Manager
US Government Bonds

Mark Buell 

Portfolio Manager
US Government Bonds

Daniel Ruiz

Portfolio Manager
Emerging Markets

Gabe Shipley

Portfolio Manager
Emerging Markets

Leo Landes

Portfolio Manager
Corporate Credit

As of 30 June 2016

Jesse Kang

Jr Portfolio Manager
Corporate Credit

Lip Tong

Portfolio Manager
Canada

FII-0007

Nicolas Giometti

Jr Portfolio Manager
Corporate Credit

Cynthia Fan

Jr Portfolio Manager
US Government Bonds

Sam Dreyfuss

Jr Portfolio Manager
Corporate Credit
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Total performance management

FII-0007

We believe that superior investment outcomes may be best achieved through a disciplined,                         
objective process to managing return, risk and cost

Return
 Performance as planned with value added portfolio management

 Flexible strategies and solutions 

Risk
 Proprietary portfolio & risk management systems help manage

investment and operational risk

Cost
 Trading costs integrated into portfolio construction using  

proprietary transaction cost models

 Transaction costs minimized through use of internal 
crossing network

 For all external trading including FX, focus on best execution 

Total 
Performance 
Management

Return Risk

Cost
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Fixed Income indexing:  different market, different strategy

Quantitative process balances tracking error & transaction costs
 Unlike equities, Fixed Income is not traded on exchanges

 Prohibitive costs, uncertain liquidity, and issue scarcity often makes perfect replication infeasible

 Index process optimizes marginal contribution to tracking error with T-Costs

For illustrative purpose only.
Source: BlackRock

FII-0007

Tracking Error

Number of issues

Transaction CostsOptimal 
Portfolio

B
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Index portfolio construction processes

FII-0007

Detailed Benchmark
Knowledge

Performance 
Analysis and

Review

Rigorous 
Portfolio Construction

to Replicate Index

Efficient 
Trading

Detailed benchmark knowledge

 Daily updates from index providers
 Index methodology changes
 New securities

Performance analysis

 Investment Review Committee
 Dedicated return attribution
 Independent compliance

Index replication

 Portfolio analysis
 Stratified sampling
 Leading edge portfolio construction technology

Efficient trading

 Expert traders
 Unit exchange opportunities
 Economies of scale

18



Modular Fund Design

BlackRock's modular fund design leverages our scale and facilitates crossing opportunities for 
clients  

Source: BlackRock; data as of 30 June 2016

FII-0007

Long
Credit
Issues Fund: 2,041
Issues B’mark: 2,148

Mortgage-Backed
Securities
Issues Fund: 340
Issues B’mark: 340

Asset-Backed 
Securities
Issues Fund:162
Issues B’mark: 360

CMBS

Issues Fund: 353
Issues B’mark: 1,765

Intermediate
Government
Issues Fund: 259
Issues B’mark: 703

Long
Government
Issues Fund: 82
Issues B’mark: 82

Intermediate
Credit
Issues Fund: 4,200 
Issues B’mark: 4,406

CMBS
3% ABS

1%

MBS
28%

Long Credit
6%

Intermediate 
Credit
21%

Long Govt
4%

Intermediate 
Govt
37%

Barclays US Aggregate
Issues Fund: 7,713

Issues Benchmark: 9,804

Detailed Benchmark
Knowledge

Performance 
Analysis and

Review

Rigorous 
Portfolio Construction

to Replicate Index

Efficient 
Trading
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Portfolio construction

Stratified sampling methodology: Dividing the various indexes into subsets (cells) based upon 
relative parameters

For illustrative purpose only.
Please see important notes in the appendix for additional Credit Quality information

FII-0007

Sector/Issue type

Maturity

Call Features

Issuer 
(GNMA, FNMA, 
FHLMC)

Mortgage type
(30 year, 15 year, 
balloon)

Coupon

Age 
(year of issuance)

Sector/issue type

Maturity/average 
life

Credit rating

Call/payment
structure

Sector

M
at

ur
ity

Cell
• BBB-rated 
• Industrial
• 7–10 years 

maturity

Government 
Bonds

Mortgage-Backed 
Securities

Credit and 
Asset-Backed 

Securities

Portfolios are constructed by sampling bonds from each index cell

Detailed Benchmark
Knowledge

Performance 
Analysis and

Review

Rigorous 
Portfolio Construction

to Replicate Index

Efficient 
Trading

Specified Pools 
“Story”

20



Portfolio construction:  Sample/Optimize

FII-0007

Source: BlackRock; data as of 30 June 2016
Please see important notes in the appendix for additional Credit Quality information

Stratify Universe 
by Risk Cells

• Sector
• Industry / sub-sector
• Maturity
• Credit
• Optionality

Optimize by
Risk Factors

• Key Rate Duration
• Convexity
• Duration Times Spread
• T-Cost

Part 1

Part 2

Sector

Industrials
2,291 issues

Sub-Sector

Energy
370 issues

Maturity

7-10 years
110  issues

Rating

BBB
72 issues

Structure

Make Whole 
Call
3 issues

Sector

Industrials
2,167 
issues

Sub-Sector

Energy
350 issues

Maturity

7-10 years
94 issues

Rating

BBB
66 issues

Structure

Make 
Whole Call
2 issues

Barclays Intermediate Credit Index:  4,406 issues

BlackRock Intermediate Credit Bond Index Fund:  4,200 issues

Detailed Benchmark
Knowledge

Performance 
Analysis and

Review

Rigorous 
Portfolio Construction

to Replicate Index

Efficient 
Trading
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Efficient trading
Electronic linkages between systems

FII-0007

Aladdin 
(GP Live)

Aladdin 
(Dashboard)

Custodian Bank

MarketAxess

TradeWeb

Order Routing and Execution

Order transmitted to 
Trading

Execution transmitted 
back to Trading

Trade Operations

Order created by 
Portfolio Manager

Execution sent to 
custodian bank

Aladdin
(Trade Order Management)

Detailed Benchmark
Knowledge

Performance 
Analysis and

Review

Rigorous 
Portfolio Construction

to Replicate Index

Efficient 
Trading
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BlackRock is the largest counterparty to Wall Street

Size and scale are a clear competitive advantage in the Fixed Income marketplace
 BlackRock traded $8 trillion of fixed income last year

 Globally coordinated trading business leveraging scale across all investment activity for strong pricing power 

 The uniqueness of our breadth and depth benefits our trading experience at all levels of execution

Source: BlackRock; Data as of 31 December 2015
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U
S 

$ 
Tr

ill
io

ns

Small Lot

Secondary

Primary Primary Issuance
 BLK Global Capital Markets/Syndicate manages deal structure as well as 

optimizes allocations
 BLK drives many “issued to manage” deals which result in reduced fees and 

increased allocations

Secondary Trading
 Pricing power of US$4 trillion annual flow
 Managed trade distribution and optimized execution leverages price discovery, 

reduces bid/offer spread

Small Lot Trading
 Dedicated unit aggregates firm-wide small lot orders 
 Execution benefits from round-lot price improvement0.0

8.0

Detailed Benchmark
Knowledge

Performance 
Analysis and

Review

Rigorous 
Portfolio Construction

to Replicate Index

Efficient 
Trading
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Performance analysis and review

Aladdin® Enterprise System

“One Database, One System, One Process”
 $14 tln maintained and analyzed across 2 million positions

 180 million option adjusted calculations per week

 8,000 live portfolios held by 6,000 Aladdin users

Sample screenshots are for illustrative purpose only.

FII-0007

Detailed Benchmark
Knowledge

Performance 
Analysis and

Review

Rigorous 
Portfolio Construction

to Replicate Index

Efficient 
Trading
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BlackRock’s index strategies have delivered strong performance

There are four key reasons to pick BlackRock over any other index provider
 Low historical tracking error 

 An experienced, stable team

 Low transaction costs from size and scale 

 Transparent pricing and no cross subsidization as BlackRock has no custody business

DCR-0024

Excess CTF returns vs. Barclays US Aggregate Index2Global Fixed Income Index Market  AUM1

740

450

303

93
65

BlackRock Vanguard State Street Legal & General
Investment

Management

Northern Trust

 -0.10

 -0.05

0.00

0.05

0.10

0.15

0.20

2Q16 1-Yr 2-Yr 3-Yr 4-Yr 5-Yr 7-Yr 10-Yr

BlackRock (US Debt Index Fund)

NTRS (NT BarCap Aggregate Bond Index Strategy)

State Street Global Advisors (U.S. Aggregate Bond Index)

1 Source: Pension & Investments. The above managers are the top 5 by AUM as represented in the P&I database. All dollar values are in $ billions.; data as of 30 June 2015. The Fund’s 
net asset value does not include an accrual for the investment management fee but does include an accrual for fund level administrative costs and, if applicable, certain third party acquired 
fund fees and expenses. If the Fund’s net asset value did include an accrual for the investment management fee, the Fund’s returns would be lower. Past performance is not necessarily an 
indicator of future performance. Certain managers have been exluded from this analysis based on AUM threshold.
2 Source: eVestment; data as of 30 June 2016. Past performance is no guarantee of future results. Indexes are unmanaged and one cannot invest directly in an index. Managers included 
based on global fixed income index market AUM per Pension & Investments. Managers may employ different management techniques that will result in different tracking errors and 
performance. Vanguard not included based on lack of CTF offering. L&G not included based on lack of CTF offering as reported in eVestment. CTF performance is that of individual CTFs 
that were self-reported to eVestment. 
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Platform Offerings: Global Fixed Income Products
Index & ETF

FII-0007

Index ETF

As of 30 June 2016

US Strategies
Barclays US Aggregate
Barclays US Universal
Active Short Duration
Fixed Income Balanced Risk
Government

Treasury (multiple maturities)
TIPS (multiple maturities)
Agency Debt
Treasury Floaters

Municipals
National 
California 
New York 
AMT-Free Series
Short Active Muni

Government/Credit
Government/Credit
Intermediate Government/Credit
10+ Year Government/Credit

Credit
Investment Grade
Short Investment Grade
High Yield
Short High Yield
Interest Rate Hedged
1-3 Year Credit
10+ Year Credit
Intermediate Credit
Floating Rate Note
Baa-Ba Rated Corporates
B-Ca Rated Corporates
Utilities
Industrials
Financials
iShares iBonds Series (Corp)
iShares iBonds Series(Corp ex. Fin)

Mortgage-Backed Securities

Mexico
Government
Credit
Canada
FTSE TMX Canada 

Universe
Long
Short
Corporate 
Government

UK
Credit
Government (multiple maturities)
Inflation Linked
Europe
Credit
Short Duration Credit
Interest Rate Hedged
Government (multiple maturities)
Inflation Linked
Covered Bond
iShares iBond
Germany
Credit
Government (multiple maturities)
Pfandbriefe
Emerging Markets
USD Emerging Markets
Local currency EM Debt
Emerging Markets Corporates
Emerging Markets High Yield
Global/International
Global Inflation Linked
International Inflation Linked
International 1-3 Treasury
International Treasury
Global High Yield
Global ex-US High Yield

US Strategies

Barclays Aggregate
Intermediate Aggregarte
Government/Credit
1-3 Year Government/Credit
Intermediate Government/Credit
Long Government/Credit
Government

Treasury (multiple maturities)
TIPS
0-5 Year TIPS
20+ Year STRIPS

Intermediate Government
Long Government
Investment Grade Credit
1-3 Year Credit
Intermediate Credit
Long Credit
Long Corporate
High Yield Credit
Mortgage-Backed Securities
Asset-Backed Securities
Commercial Mortgage-Backed 
Securities
Synthetic US Fixed Rate
Treasury US Fixed Rate
Fixed Income Balanced Risk

Canada

FTSE TMX Canada 
Universe
Long
Corporate 
Government
Long Government
Real Return 
20+ Strips

UK

Credit
Government (multiple maturities)
Government/Credit
Inflation Linked

Europe

Credit
Government
Government/Credit
Inflation Linked

Australia

Government/Credit

Emerging Markets

USD Emerging Markets
Local Currency EM Debt

Global

Aggregate
Aggregate ex-USD
Credit
Governments 
Inflation Linked 
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THE INFORMATION CONTAINED HEREIN MAY BE PROPRIETARY IN NATURE AND HAS BEEN PROVIDED TO YOU ON A CONFIDENTIAL BASIS, AND MAY NOT BE REPRODUCED, COPIED 
OR DISTRIBUTED WITHOUT THE PRIOR CONSENT OF BLACKROCK, INC. (“BLACKROCK”). These materials are not an advertisement and are not intended for public use or dissemination.   

This communication is not an offer and should not be deemed to be a contractual commitment or undertaking between the intended recipient of this communication and BlackRock but an indication of what 
services may be offered subject to a legally binding contract between the parties and therefore no reliance should be placed on this document or its content. Opinions, estimates and recommendations 
offered constitute our judgment and are subject to change without notice, as are statements of financial market trends, which are based on current market conditions. We believe the information provided 
here is reliable, but do not warrant its accuracy or completeness. This communication and its content represent confidential information. This material has been prepared for informational purposes only, 
and is not intended to provide, and should not be relied on for, accounting, legal or tax advice. You should consult your tax or legal adviser regarding such matters.

For ease of reference, “BlackRock” may be used to refer to BlackRock, Inc. and its affiliates, including BlackRock Institutional Trust Company, N.A. BlackRock Institutional Trust Company, N.A. (“BTC”), a 
national banking association operating as a limited purpose trust company, manages the collective investment products and services discussed in this publication and provides fiduciary and custody 
services to various institutional investors. A collective investment fund is privately offered: prospectuses are not required. Strategies maintained by BTC are not insured by the Federal Deposit Insurance 
Corporation or any other agency of the US government, are not an obligation or deposit of, or guaranteed by, BTC or its affiliates. 

Credit Quality

The credit quality of a particular security or group of securities does not ensure the stability or safety of an overall portfolio. The quality ratings of issues/issuers are provided to indicate the credit worthiness 
of such issues/issuers and generally range from AAA (highest) to D (lowest) for S&P and Fitch, and Aaa (highest) to C (lowest) for Moody’s.

Forward Looking Information

This material may contain “forward-looking” information that is not purely historical in nature. Such information may include, among other things, projections, forecasts, estimates of yields or returns, and 
proposed or expected portfolio composition. Moreover, where certain historical performance information of other investment vehicles or composite accounts managed by BlackRock, Inc. and/or its 
subsidiaries (together, “BlackRock”) has been included in this material and such performance information is presented by way of example only. No representation is made that the performance presented 
will be achieved, or that every assumption made in achieving, calculating or presenting either the forward-looking information or the historical performance information herein has been considered or stated 
in preparing this material. Any changes to assumptions that may have been made in preparing this material could have a material impact on the investment returns that are presented herein by way of 
example.

Index

It is not possible to directly invest in an unmanaged index.

The Barclays US Aggregate Bond Index is a broad-based flagship benchmark that measures the investment grade, US dollar-denominated, fixed-rate taxable bond market. The index includes Treasuries, 
government-related and corporate securities, MBS (agency fixed-rate and hybrid ARM pass-throughs), ABS and CMBS (agency and non-agency). Provided the necessary inclusion rules are met, US 
Aggregate eligible securities also contribute to the multi-currency Global Aggregate Index and the US Universal Index, which includes high yield and emerging markets debt. The US Aggregate Index was 
created in 1986 with history backfilled to January 1, 1976.

The Barclays US Government/Credit Index is a widely recognized index that features a blend of US Treasury, government-sponsored (US Agency and supranational), and corporate securities limited to a 
maturity of more than ten years. 

The Barclays Long Term Government/Credit Index is an unmanaged index of U.S. Government or Investment Grade Credit Securities having a maturity of 10 years or more.

Important Notes

FII-0007
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The Barclays TIPS Index includes all publicly issued, U.S. Treasury inflation-protected securities that have at least one year remaining to maturity, are rated investment grade, and have $250 million or 
more of outstanding face value.

No Recommendation

These materials are neither an offer to sell nor a solicitation of any offer to buy shares in any fund.  You may not rely upon these materials in evaluating the merits of investing in any fund that employs any 
of the strategies referred to herein. Any reference herein to any security and/or a particular issuer shall not constitute a recommendation to buy or sell, offer to buy, offer to sell, or a solicitation of an offer to 
buy or sell any such securities issued by such issuer.

Risk

Investing in the bond market is subject to certain risks including market, interest-rate, issuer, credit, and inflation risk. Mortgage and asset-backed securities may be sensitive to changes in interest rates, 
subject to early repayment risk, and while generally backed by a government, government-agency or private guarantor there is no assurance that the guarantor will meet its obligations. High-yield, lower-
rated, securities involve greater risk than higher-rated securities; portfolios that invest in them may be subject to greater levels of credit and liquidity risk than portfolios that do not. Investors will, at times, 
incur a tax liability. Income from municipal bonds may be subject to state and local taxes and at times the alternative minimum tax. Derivatives may involve certain costs and risks such as liquidity, interest 
rate, market, credit, management and the risk that a position could not be closed when most advantageous. Investing in derivatives could lose more than the amount invested. 

BlackRock makes no representations or warranties as to the accuracy or completeness of the information contained herein, and further nothing contained herein shall be relied upon as a promise by, or 
representation by, BlackRock whether as to past or future performance results.  Past performance is not indicative or predictive of future performance.

Strategies include bank collective investment funds maintained and managed by BlackRock Institutional Trust Company, N.A. which are available only to certain qualified employee benefit plans and 
governmental plans and not offered or available to the general public. Accordingly, prospectuses are not required and prices are not available in local publications. To obtain pricing information, please 
contact your local service representative. Strategies maintained by BlackRock are not insured by the Federal Deposit Insurance Corporation and are not guaranteed by BlackRock or its affiliates. There are 
structural and regulatory differences between collective funds and mutual funds that may affect their respective fees and performance.

BlackRock Institutional Trust Company, N.A. (“BTC”), a national banking association operating as a limited purpose trust company, manages the collective investment products and services discussed in 
this publication and provides fiduciary and custody services to various institutional investors. A collective investment fund is privately offered: prospectuses are not required. Strategies maintained by BTC 
are not insured by the Federal Deposit Insurance Corporation or any other agency of the US government, are not an obligation or deposit of, or guaranteed by, BlackRock, Inc. or any of its affiliates.

None of the information constitutes a recommendation by BTC or a solicitation of any offer to buy or sell any securities. The information is not intended to provide investment advice. Neither BTC nor 
BlackRock, Inc. guarantees the suitability or potential value of any particular investment. The information contained herein may not be relied upon by you in evaluating the merits of investing in any 
investment. “MSCI”, “Morgan Stanley Capital International” and MSCI indexes are service marks of Morgan Stanley Capital International. The aforementioned marks have been licensed for use for certain 
purposes by BTC. BlackRock Institutional Trust Company, N.A., is a wholly-owned subsidiary of BlackRock, Inc. THIS MATERIAL IS HIGHLY CONFIDENTIAL AND IS NOT TO BE REPRODUCED OR 
DISTRIBUTED TO PERSONS OTHER THAN THE RECIPIENT.

©2016 BlackRock, Inc. All Rights reserved. BLACKROCK and ALADDIN are registered and unregistered trademarks of BlackRock, Inc. or its subsidiaries in the United States and elsewhere. All other
trademarks are those of their respective owners. 
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V. Equity Index Review



Gross total return in USD (annualized* %)

Russell 1000 Value Index Fund
Performance

* Period returns for less than a year are cumulative
** Fund inception date 31 October 1991
*** Client inception date 30 November 2001

The Fund’s net asset value does not include an accrual for the investment management fee but does include an accrual for fund level administrative costs and, if 
applicable, certain third party acquired fund fees and expenses. If the Fund’s net asset value did include an accrual for the investment management fee, the Fund’s 
returns would be lower. Past performance is not necessarily an indicator of future performance. Performance is for the US Debt Index Collective Trust Fund.

FIMB-0504

As of 31 July 2016

2.92
4.55

9.38

5.43
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7.24
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MTD Q2 YTD 1 year 3 year 5 year Since client
inception***

Since fund
inception**

Russell 1000 Value Fund

Russell 1000 Value Index

MTD % Q2 % YTD % 1-yr % 3-yr % 5-yr % Since client 
incept %

Since 
incept %

Tracking difference
(Gross vs. Benchmark) 0.02 -0.03 0.00 0.05 0.11 0.09 0.11 0.05
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Data is subject to change. Portions of the above characteristics are based on benchmark data as the portfolio fully replicates benchmark and is for analytical purposes only. Index data may 
differ to those published by the Index due to different classification criteria. Breakdowns may not sum to total due to rounding, exclusion of cash, STIF, and statistically immaterial factors. 
The above information is based on the Russell 1000 Value Index Collective Trust Fund 's portfolio characteristics. Sources: BlackRock, FactSet

Sector diversification

Russell 1000® Value Index Fund 
Characteristics

R
u-

1K
-V
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-A
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4.75

9.11

13.55

27.67

11.33

9.75

9.50

2.81

4.25

7.28

4.75

9.11

13.56

27.69

11.33

9.75

9.49

2.80

4.24

7.27

0 9 18 27 36

Consumer discretionary

Consumer staples

Energy

Financials

Health care

Industrials

Information technology

Materials

Telecommunication services

Utilities

Fund Index

Top 10 holdings

Fund % Index %

Exxon Mobil Corporation 3.81 3.81

Johnson & Johnson 2.70 2.70

Berkshire Hathaway Inc. Class B 2.68 2.68

AT&T Inc. 2.61 2.61

General Electric Company 2.29 2.29

JPMorgan Chase & Co. 2.22 2.22

Procter & Gamble Company 2.21 2.21

Wells Fargo & Company 2.12 2.12

Chevron Corporation 1.93 1.93

Pfizer Inc. 1.93 1.93

Characteristics

Strategy Russell 1000® Value Index

Total fund assets $4.04B

Number of holdings 691

As of 30 June 2016

BES-0182
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BlackRock’s Beta Strategies Platform

Global leader in Index Equity assets1

 We seek to deliver consistent performance with precise and reliable outcomes for our clients

 Thousands of skillful and thoughtful decisions made each year for swift response to market trends and client demands

Extensive and flexible platform for beta strategies
 Over 2,000 funds managed against 650+ benchmarks

 Daily liquidity with T-1 notification (for US equities) and T-2 notification (for non US equities)2

 Modular fund structure and asset allocation platform facilitates custom and outcome oriented solutions

Source: BlackRock, Inc. and its affiliates (together “BlackRock”) as of 30 June 2016
1  In terms of AUM. Source: Pensions & Investments
2  Frontier markets commingled fund and currency hedged funds are currently open bi-monthly and monthly, respectively

Total Beta Strategies risk managed assets of $3.0 trillion USD

In billions USD

US Equities
53%

Developed 
Non-US

37%

Emerging 
Markets

9%
Commodities

1%

Distribution of assets by region of mandate

BES-0105

1,281 1,400 1,408 1,420 

734 805 839 850 

2013 2014 2015 YTD 2016

Institutional AUM iShares® AUM IAA Risk Managed

$2.8T $2.9T $3.0T $3.1T
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Beta Strategies: Americas Index Equity

As of June 2016
* Located outside of the US

Amy Schioldager
Global Head of Beta Strategies

Beta Strategies Leadership

Alan Mason
Head of Americas Beta 

Strategies

Americas Index Equity Global Strategy

Portfolio Management Research Strategy

Americas

Scott Dohemann, CFA
Head of U.S.

Product Strategy

Christian De Leon

Kevin Kim

Timothy Murray, CFA

Jacqueline Ramkumar

EMEA

APAC

Global Strategy

Kristen Dickey
Head of Global 

Product Strategy

DB & DC

Index Asset 
Allocation

Amy Whitelaw
Head of Index 

Asset Allocation

Defined 
Benefit

+ 3 Portfolio 
Managers

Defined 
Contribution

+ 6 Portfolio 
Managers

U.S. &
Canada

Developed & 
Emerging

iShares Portfolio Management

Greg Savage, CFA
Co-Head of iShares 

Portfolio Management

Jennifer Hsui, CFA
Co-Head of iShares 

Portfolio Management

U.S. International 
Developed

+ 5 Portfolio 
Managers

Canada

+ 4 Portfolio 
Managers

+ 5 Portfolio 
Managers

International
Emerging

+ 4 Portfolio 
Managers

Research Index Research 
Group

Matthew Lee, Ph.D.
Global Head of 

Research

Stephanie Allen
Global Head of 
Index Research

Global Research

Research Officers Index Research

+ 9 Index
Researchers

+ 3 Research
Officers

U.S. &
Developed

Index Plus & 
Emerging

Institutional Portfolio Management

Rachel Aguirre
Co-Head of Institutional 
Portfolio Management

Creighton Jue, CFA
Co-Head of Institutional 
Portfolio Management

U.S. Index Plus

+ 7 Portfolio 
Managers

International
Developed

+ 7 Portfolio 
Managers

+ 2 Portfolio 
Managers

FX / Synthetics

+ 5 Portfolio 
Managers

Andrew Graver*
Head of EMEA
Index Strategy

Rita Gemelou*

Flora Herries* 

Norbert van Veldhuizen*

Ben Garland, CFA*
Head of APAC
Index Strategy

Colin Zhang*

International
Emerging

+ 6 Portfolio 
Managers

BES-0105
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Investors today are enhancing their passive allocations in three ways:
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Commodities Smart Beta Factors

GDP, Risk, Equal-Weighted Fundamentally Weighted

Minimum Volatility Income

Customization

 Social & environmental investment 
considerations

• Spurring a wide variety of societal 
outcomes with capital

• Multi-faceted goals on top of financial 
return and risk

 Tax-sensitive investing

Comprehensive core

 Migrating to broader mandates —
segregated index mandates are                        
re-aggregated into one

 Going global — ACWI / ACWI IMI* is the 
fastest growing index strategy

 Moving EM into mainstream — no longer 
niche; gain EM exposure via global indices

Complementary styles

 Growing suite of smart beta offerings, 
complementing traditional indices

• Certain equity risk factors proven to 
add value over the long term

– Value
– Quality
– Momentum
– Size

Beta strategies continue to be a growing portion of client portfolios

Increase of currency hedged assets under management Growth in smart beta long-only equity strategies over 5 years

Source: BlackRock smart beta (non-market cap weighted equity index strategies) assets under management. 
As of 30 June 2016.

*All Country World Index Investable Market Index
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Source: BlackRock, as of 30 June 2016. Above is display of Currency Hedged ETFs with longest track record. 
BlackRock offers multiple currency hedged vehicles, including: separate accounts, CTFs and ETFs.
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Core investment philosophy of total performance management

We believe that superior investment outcomes are best achieved through a disciplined, objective process to manage 
return, risk and cost

BES-0105

Total 
Performance 
Management

Return

CostRisk

Return
 Performance as planned with 

value-added portfolio management

 Flexible strategies and solutions

Risk
 Proprietary portfolio & risk 

management system helps 
manage investment and 
operational risk

Cost
 Trading cost integrated into 

portfolio construction using 
proprietary transaction cost models

 Potential for reduced transaction 
costs through netting of client flows

 Focus on best execution for all 
external trading, including FX
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Beta Strategies is anything but passive —
Google corporate action

The issuers referenced is an example of an issuer that BlackRock considers to be well known and that may fall into the stated sector. BlackRock may or may not own any securities of the 
issuers referenced and, if such securities are owned, no representation is being made that such securities will continue to be held.

BES-0105

Ensuring the 
interests of our 

clients and 
advocating on 
their behalf are 
high priorities 

Risks considered Delete Class A Shares 
(Original)

Retain both Class A and C Shares 
(Final Decision)

Liquidity  
Capital structure  

Capital gains  
Tracking error  
Market impact  

BlackRock-driven outcome: 
S&P and Russell revised published methodology to maintain both Class A and C shares, 

avoiding $45 billion in unnecessary trading and additional price volatility

Background

 Google announced a distribution of new class of non-voting C shares to existing 
shareholders of outstanding shares of Class A and Class B common stock

 S&P and Russell originally planned to delete the Google Class A shares from their 
respective indexes, and double the weight of the Class C shares

Impact
 Google represents ~2% in S&P 500 and Russell 1000. Beta Strategies engaged with 

indexers and Google on potential risk of original treatment including tracking error, tax 
implications, and price volatility
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Overall Global Beta Strategies executed 99,000 orders worth approximately $57 billion
 109 funds traded with an aggregate AUM of $337 billion
 Overall performance of the reconstitution this year was flat
 Crossed approximately 50% of activity
Methodology Changes
 Share classes that do not qualify independently will no longer be combined with the primary line and will be removed from available 

shares (except Berkshire Hathaway class A)
 The threshold level of free float was modified. A joint effort was made between BlackRock and Russell to apply this change thus 

reducing sizable impact on eight index members.
 Beta Strategies implemented active trading on selected names and funds

Russell Reconstitution 2016

Buy – sell spread performance

 Adds: Additions in the Financials and 
Health Care sectors made the highest 
contributions and outperformed the index 
by 0.25%

 Deletes: Health Care and Technology 
sectors, the biggest underperformance 
drivers, ended underperforming the index 
by 1.32%

 Overall moved wrong way with Sells 
outperforming the Buys by 1.95%

Russell 2000Russell 1000

 Adds: Transocean (RIG) and US Foods 
(USFD) closed down 4.73%, 
underperforming R1 by 1.1%.

 Deletes: Jazz Pharmaceuticals (JAZZ), 
ended down 4.9%, underperforming the 
index by 1.26%

 Overall moved right way with Buys 
outperforming the Sells by 1.36%

Russell 
1000

Russell
2000

Adds 2 182

Deletes 1 127

2016 Two-Way 
Turnover 3.77% 21.71%

2015 Two-Way 
Turnover 4.54% 20.88%

Index change highlights
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Platform offerings: Index strategies

BES-0105

As of 31 December 2015

US Equity Index Funds

S&P Indexes
S&P 500

S&P/Citigroup Value
S&P/Citigroup Growth
S&P 400 Mid  Cap
S&P 500 Dividend Aristocrats
S&P 500 Equal Weighted

Dow Jones Indexes
US Equity Market (DJ Total 
Stock Market)
Extended Market (DJ 
Completion Total Sk Mkt)

Russell Indexes
Russell 3000

Russell 2500
Russell 1000

Russell 1000 Value
Russell 1000 Growth

Russell 2000
Russell 2000 Value
Russell 2000 Growth

MSCI Indexes
MSCI US
MSCI US IMI
MSCI US Small Cap

Developed International Index Funds

MSCI Canada Index
MSCI EAFE ex-Japan
MSCI EMU and EMU IMI
MSCI EAFE Hedged
MSCI Europe
MSCI Pac Rim
MSCI World
MSCI World ex-US
Russell Developed ex-US Large Cap

Developed International Index Funds 
(cont.)

MSCI EAFE Index

Integrated International Broad and 
Small Cap Index Strategies

MSCI ACWI and ACWI IMI
MSCI ACWI ex-US & ACWI ex US IMI
MSCI Global Investable Market Indices

MSCI EAFE Small Cap
MSCI Canada Small Cap
MSCI World Small Cap
World ex-US Small Cap
MSCI Emerging Markets Small Cap
MSCI ACWI ex US Small Cap

Emerging Markets Index Funds

MSCI EM Index

US Commodity Funds
S&P GSCI Total Return Indexes
Bloomberg Commodity Index
Commodity Smart Beta

Real Estate Investment Trust (REITs) 
and Infrastructure  Indices
DJ US Real Estate Securities Index 
(RESI)
MSCI US REIT Index
FTSE EPRA/NAREIT Developed ex-US 
Index 
FTSE EPRA/NAREIT Developed Index
DJ Brookfield Global Infrastructure
Developed REIT — Non-lending
Global Real Estate — Non-lending

Smart Beta
Russell Defensive  Indices
FTSE RAFI Indices
FTSE EDHEC Efficient US
MSCI Minimum Volatility Indices
Equal and GDP-Weighted Indices
MSCI USA Risk-Weighted Index
MSCI USA Value Index
MSCI USA Momentum Index

ESG Thematic
US Large Cap Carbon Efficient
Developed ex-Fossil Fuel
MSCI Ex-Controversial Weapons
MSCI AC Asia ex 
Japan/EM/Europe/World (Small Cap) 
ESG Screened
MSCI World Minimum Volatility ESG

Custom Strategies available

BlackRock Frontier Markets Fund 
(countries included)

Frontier Markets ex-GCC Fund

Index Plus Strategies

S&P 500
Russell 1000
EAFE
World ex-US

Non-Lending  Funds
S&P 100
S&P 500
S&P 400
Russell 1000, V, G
Russell 2000
Russell 2500
Russell 3000
Russell Midcap
EAFE
EAFE Small Cap
Canada
Canada Small Cap
Russell Developed 
ex-US Lg Cap

Equity Alternatives

EM
EM IMI
EM Small Cap
ACWI
ACWI ex-US
ACWI ex-US IMI
World
World ex-US
World ex-US Small 
Cap

EM
World ex-US Small Cap
ACWI ex-US
World ex-US IMI

Australia Hong Kong Norway
Austria Ireland Portugal
Belgium Italy Singapore
Denmark Israel Spain
Finland Japan Sweden
France Netherlands Switzerland
Germany New Zealand UK

Brazil Hungary Russia
Chile India South Africa
China Indonesia South Korea
Colombia Malaysia Taiwan
Czech Rep. Peru Thailand
Egypt Philippines Turkey
Greece Poland Qatar
UAE

Argentina Kazakhstan Pakistan
Bahrain Kenya Romania
Bangladesh Kuwait Slovenia
Botswana Lebanon Sri Lanka
Bulgaria Lithuania Tunisia
Croatia Mauritius Vietnam
Estonia Morocco
Ghana Nigeria
Jordan Oman
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Platform offerings: Defined Contribution Strategies
BlackRock collective trust funds with daily trading capabilities

BES-0105

Equity Index Strategies 

S&P Indices
S&P 500®

S&P Value
S&P Growth
S&P Equal Weighted

S&P 400 MidCap®

Dow Jones Indices
US Equity Market (DJ U.S. Total Stock Market Index™)
Extended Market (DJ U.S. Completion Total Stock Market Index™)

Russell Indices
Russell 3000®

Russell 2500®

Russell 2000®

Russell 2000 Value®

Russell 2000 Growth®

Russell 1000®

Russell 1000 Value®

Russell 1000 Growth®

MSCI Indices
ACWI ex-U.S.
ACWI ex-U.S. IMI
EAFE®

EAFE® Small Cap
Emerging Markets
World ex-U.S. 
World ex-U.S. Small Cap Plus

REIT Index Strategies
U.S. Real Estate Index (MSCI® REIT)
Developed Real Estate Index (FTSE/EPRA NAREIT Developed)

Lending Funds Non-Lending Funds

Equity Index Strategies 

S&P Indices
S&P 500®

S&P 400 MidCap®

Russell Indices
Russell 3000®

Russell 2500®

Russell 2000®

Russell 1000®

Russell 1000 ® Value
Russell 1000 ® Growth

MSCI Indices
ACWI IMI
ACWI ex-U.S.
ACWI ex-U.S. IMI 
EAFE®

Emerging Markets

FTSE Indices
FTSE RAFI Emerging Index

Short Term Investment Fund
Government Short-Term Investment Fund

Other Strategies
Developed Real Estate Index
Bloomberg Commodity Index Total Return
Bloomberg Roll Select Commodity Index Total Return

Asset Allocation Strategies
LifePath® Index Non-Lendable 
Strategic Completion Non-Lendable

As of 31 December 2015
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Important Notes

Past performance does not guarantee future results.

For ease of reference, “BlackRock” may be used to refer to BlackRock, Inc. and its affiliates, including BlackRock Institutional Trust Company, N.A. BlackRock Institutional Trust Company, N.A.
(“BTC”), a national banking association operating as a limited purpose trust company, manages the collective investment funds and common trust funds (“collective funds”) products and services
discussed in this publication and provides fiduciary and custody services to various institutional investors. Collective funds are privately offered: prospectuses are not required. Strategies
maintained by BTC are not insured by the Federal Deposit Insurance Corporation or any other agency of the US government, are not an obligation or deposit of, or guaranteed by, BTC or its
affiliates

Investment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than the original cost. Any opinions expressed in this
publication reflect our judgment at this date and are subject to change. No part of this publication may be reproduced in any manner without the prior written permission of BTC. Collective fund
performance assumes reinvestment of income, and does not reflect management fees, and certain transaction costs and expenses charged to the fund. Risk controls, asset allocation models,
and proprietary technology do not promise any level of performance or guarantee against loss of principal.

This material is for distribution only to those types of recipients as provided below and should not be relied upon by any other persons. This material is provided for informational purposes only
and does not constitute a solicitation in any jurisdiction in which such solicitation is unlawful or to any person to whom it is unlawful. Moreover, it neither constitutes an offer to enter into an
investment agreement with the recipient of this document nor an invitation to respond to it by making an offer to enter into an investment agreement. Moreover, where historical performance
information of other investment vehicles or composite accounts managed by BlackRock, Inc. and/or its subsidiaries (together, “BlackRock”) has been included in this material and such
performance information is presented by way of example only. No representation is made that the performance presented will be achieved, or that every assumption made in achieving,
calculating or presenting the historical performance information herein has been considered or stated in preparing this material. This material is not intended to be relied upon as a forecast,
research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any investment strategy.

This document contains general information only and is not intended to represent general or specific investment advice. The information does not take into account an investor’s financial
circumstances. An assessment should be made as to whether the information is appropriate for you having regard to your objectives, financial situation and needs.

None of the information constitutes a recommendation by BTC or a solicitation of any offer to buy or sell any securities. The information is not intended to provide investment advice. Neither BTC
nor BlackRock, Inc. guarantees the suitability or potential value of any particular investment. The information contained herein may not be relied upon by you in evaluating the merits of investing
in any investment. To obtain pricing information, please contact your local service representative. Strategies maintained by BlackRock are not insured by the Federal Deposit Insurance
Corporation and are not guaranteed by BlackRock or its affiliates. There are structural and regulatory differences between collective funds and mutual funds that may affect their respective fees
and performance

BlackRock Institutional Trust Company, N.A., is a wholly-owned subsidiary of BlackRock, Inc.

For A Funds:
Strategies include bank collective investment funds maintained and managed by BlackRock Institutional Trust Company, N.A. which are available only to certain qualified employee benefit plans
and governmental plans and not offered or available to the general public. Accordingly, prospectuses are not required and prices are not available in local publications.

For B Funds:
Strategies include bank common trust funds maintained and managed by BlackRock Institutional Trust Company, N.A. which are available only to certain qualified purchasers and are not offered
or available to the general public. Accordingly, prospectuses are not required and prices are not available in local publications.

THIS MATERIAL IS HIGHLY CONFIDENTIAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED TO PERSONS OTHER THAN THE RECIPIENT.

© 2016 BlackRock, Inc. All Rights reserved. BLACKROCK is a registered and unregistered trademark of BlackRock, Inc. or its subsidiaries in the United States and elsewhere. All other
trademarks are those of their respective owners.
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BlackRock Russell 1000 Value and U.S. Debt Index Funds

1. What is the methodology used to track the index for both strategies, is it full replication, stratified
sampling, or some other portfolio management strategy?

2. What is the targeted tracking error for each portfolio and what was it as of 6/30/14 (please define
tracking error for the benefit of Board members who may not be familiar)?

3. Please describe securities lending and BlackRock’s process to lend securities. How is the
collateral invested? From a return perspective has securities lending benefited the portfolios?

4. Annually, Russell reconstitutes their indices, which may result in securities being added or
removed from a particular index. For the Russell 1000 Value index fund, please address how
BlackRock buys and sells stocks around the reconstitution date. Do you focus on minimizing
tracking error, or do you use the rebalancing event as an opportunity to marginally enhance the
index fund’s pre-fee return?

5. What team(s) manage these portfolios at BlackRock and have there been notable departures or
hires recently?



June 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

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

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

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

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

so. Advice pertaining to the merits of individual securities and derivatives should be discussed with a third party securities expert. Copyright 2016 by Callan

Associates Inc.
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Tucson Supplemental Retirement System 
Executive Summary for Period Ending June 30, 2016 

 
Asset Allocation 

 
 
Total Fund Performance 
Returns for Periods Ended June 30, 2016 

  Last Quarter Last Year 
Last 3 
Years 

Last 5 
Years 

Last 10 
years 

Total Fund Gross 2.84% 2.33% 8.61% 8.54% 6.23% 
Total Fund Net 2.71% 1.89% 8.13% 8.01% 5.70% 
Total Fund Benchmark* 1.46% 1.82% 7.51% 7.64% 6.02% 
            
Fiscal Year Returns            
  2016 2015 2014 2013 2012 
Total Fund Gross 2.33% 4.63% 19.64% 14.84% 2.40% 
Total Fund Net 1.89% 4.17% 19.11% 14.21% 1.82% 
Total Fund Benchmark* 1.82% 4.34% 16.97% 12.87% 3.04% 
            

 

 
Recent Developments 

 During the second quarter of 2016, portfolio assets were transitioned to align with the 
Board approved asset allocation policy. The transition was completed on May 25th and 
was executed on-time and within the range of costs initially estimated. The total explicit 
and implicit cost of the transition was 21 basis points or $221,373, which is believed to be 
reasonable for the services provided by BlackRock considering they transitioned over 
$100 million of the TSRS portfolio. The cost is lower than what would have been incurred 
through buy and sell transactions on the open market and BlackRock assumed fiduciary 
responsibility for the assets and their services during the transition event. Lastly, roughly 
$70 million of U.S. equity securities were sold on May 24, 2016, which was a favorable 
day for sellers. The market’s performance that day generated an unexpected additional 
amount of $1.3 million to TSRS.    
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Organizational Announcements 
 On July 20th, PIMCO announced that Manny Roman will become the firm’s CEO as of 

November 1, 2016.  Roman has been CEO at Man Group since 2013 and is widely 
credited for turning the firm around after a number of troubled years. The current CEO of 
PIMCO, Doug Hodge, will remain at PIMCO as a Managing Director and Senior Advisor 
with a focus on client relations. He will remain at PIMCO at least through the end of 2017. 
Hodge has been CEO since early 2014, when Mohammed El-Erian abruptly resigned. 
Prior to taking the role as CEO, Hodge was COO at PIMCO. 
 
 

Active Manager Performance 
  Peer Group Ranking 

Fund 
Last 
Year 

Last 3 
Years 

Last 5 
Years 

PIMCO Stocks Plus 22 29 10 
T. Rowe Price Large Cap Growth 81 38 [21] 
Champlain Mid Cap 5 7 14 
FIAM Small Cap 42 19 12 
Causeway International Value 
Equity 77 72 44 
Aberdeen EAFE Plus 35 95 [86] 
PIMCO Fixed Income 11 7 3 
JP Morgan Strategic Property Fund 59 34 19 
JP Morgan Income and Growth 
Fund 68 66 17 
        
* Brackets indicate actual performance linked with manager composite 

 
 The relative performance of Aberdeen EAFE Plus has rebounded over the past few 

quarters. It ranked 1st percentile in its peer group over the last three months, and 35th in 
its peer group during the last one year period as of 6/30/16. The fund’s team maintained 
their high conviction stance in a number of positions which recovered to help drive this 
quarter’s performance. Novartis, 4.11% of the 50 stock portfolio, rebounded from 
weakness caused by poor first quarter earnings figures. Tenaris and Royal Dutch Shell, 
1.54% and 3.07%, respectively, saw improved performance on the back of rising energy 
prices. Stock selection in Financials was also a main driver of relative returns. The 
Aberdeen EAFE Plus team 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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Στιχκερ Σηοχκ  

ΠΡΙςΑΤΕ ΕΘΥΙΤΨ

Φυνδραισινγ συργεδ ιν 

τηε σεχονδ θυαρτερ, ωιτη 

α λαργε ϕυmπ ιν ϖεντυρε 

χαπιταλ. Τηε ινϖεστmεντ παχε βψ 

φυνδσ ιντο χοmπανιεσ σλοωεδ, βυτ 

τηε αmουντ ινϖεστεδ ιντο ςΧ χοm−

πανιεσ ινχρεασεδ. Ανδ ΙΠΟσ βψ βοτη 

βυψουτ−βαχκεδ ανδ ςΧ−βαχκεδ 

irms increased in the quarter.

Φαστεν Ψουρ Σεατ 

Βελτσ   

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ

Μαρκετσ αρουνδ τηε 

ωορλδ ενδεδ τηε θυαρτερ 

ρελατιϖελψ σταβλε δεσπιτε 

τηε Βρεξιτ ϖοτε, ωιτη τηε ΜΣΧΙ ΑΧWΙ 

εξ ΥΣΑ Ινδεξ δοων ονλψ σλιγητλψ 

(−0.64%), ανδ τηε MSCI Paciic 
Ινδεξ υπ α βιτ (+0.87%). Τηε ΜΣΧΙ 

Ευροπε Ινδεξ, not surprisingly, in−

ισηεδ δοων mορε 2.69%. 

Χαυτιον ασ Βριταννια 

Wαιϖεσ τηε Ρυλε 

ΗΕDΓΕ ΦΥΝDΣ

Ηεδγε φυνδσ εκεδ ουτ 

mοδεστ γαινσ ιν τηε σεχ−

ονδ θυαρτερ, ωιτη χον−

ϖερτιβλε αρβ φυνδσ περφορmινγ βεστ 

ανδ σηορτ βιασ τηε ωορστ. Εmεργινγ 

market and ixed income arb funds 
σηοωεδ ποσιτιϖε ρετυρνσ, mακινγ υπ 

for losses in the irst quarter.

Ταργετ Dατε Φυνδσ 

Χοντινυε το Ρυλε

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ

Ασ υσυαλ, ταργετ δατε 

φυνδσ αττραχτεδ mοστ οφ 

the assets during the irst 
θυαρτερ, ανδ νοω χοmmανδ mορε 

τηαν α θυαρτερ οφ τοταλ DΧ ασσετσ. 

Βυτ τηε Χαλλαν DΧ Ινδεξ λαγγεδ τηε 

Αγε 45 Ταργετ Dατε Φυνδ βψ 42 βπσ 

ιν τηε θυαρτερ.

Ιτ Ρεαλλψ Ισ Λοχατιον, 

Λοχατιον, Λοχατιον

ΡΕΑΛ ΕΣΤΑΤΕ

Τηε Υ.Σ. ρεαλ εστατε mαρ−

κετ ηασ βεχοmε ινχρεασ−

ινγλψ αττραχτιϖε ανδ ηασ 

χαπτυρεδ νεαρλψ 30% οφ γλοβαλ χαπι−

ταλ αλλοχατιονσ ιν 2016. Ινϖεστορσ αρε 

looding into the U.S. due to low 
γοϖερνmεντ βονδ ψιελδσ γλοβαλλψ, 

Βρεξιτ υνχερταιντιεσ, ανδ χονχερνσ 

αβουτ Χηινα�σ σλοωινγ γροωτη.

 

Ανψ Ρελιεφ ιν Σιγητ?

ΦΥΝD ΣΠΟΝΣΟΡ

Χορπορατε φυνδσ ουτπερ−

φορmεδ αλλ οτηερσ δυρ−

ινγ τηε θυαρτερ βεχαυσε 

οφ τηειρ ηιγηερ εξποσυρε το Υ.Σ. 

ixed income investments. But that 
βρουγητ λιττλε ρελιεφ φορ τηειρ φυνδινγ 

στατυσ, ωηιχη φελλ βψ mορε τηαν 3 

περχενταγε ποιντσ.

Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

Βροαδ Μαρκετ Θυαρτερλψ Ρετυρνσ 

Σεχονδ Θυαρτερ 2016

Cash (90-Day T-Bills)

U.S. Equity (Russell 3000)

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

Emerging Equity (MSCI Em. Mkts.)

U.S. Fixed (Barclays Aggregate)

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

Real Estate (NCREIF Property)

Hedge Funds (CS HFI)

Commodities (Bloomberg)

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

NCREIF, Russell Investment Group

2.21%

3.40%

2.03%

0.59%

0.07%

12.78%

2.63%

-0.64%

0.66%

 

Γρεενερ Γρασσ   

Υ.Σ. ΕΘΥΙΤΨ

Τηε Σ&Π 500 ενδεδ τηε 

θυαρτερ ονλψ 1.5% βελοω 

ιτσ αλλ−τιmε ηιγη αχηιεϖεδ 

ιν Μαψ 2015, ινδιχατινγ τηατ φορ 

ινϖεστορσ ωαρψ οφ τηε τυρβυλενχε 

αρουνδ τηε ωορλδ, τηε γρασσ δοεσ 

αππεαρ το βε γρεενερ ιν τηε Υνιτεδ 

Στατεσ.

Κεεπ Χαλm ανδ  

Χαρρψ Ον 

ΕΧΟΝΟΜΨ

Dεσπιτε γλοβαλ τυρmοιλ, 

αλλ ινδιχατορσ οφ τηε Υ.Σ. 

εχονοmψ ποιντεδ τοωαρδ 

τηε στρονγεστ γροωτη ιν χονσυmπτιον 

in a decade. But a disappointing irst 
ρεαδ ον ΓDΠ φορ τηε σεχονδ θυαρ−

τερ ισ λικελψ το γιϖε τηε Φεδ ενουγη 

ρεασον το δελαψ α mυχη−αντιχιπατεδ 

Σεπτεmβερ ρατε ηικε.

6
Π Α Γ Ε

2
Π Α Γ Ε

19
Π Α Γ Ε

Ραλλψ Αχροσσ τηε 

Βοαρδ

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ

Αλλ σεχτορσ ραλλιεδ δυρινγ 

τηε θυαρτερ ανδ προδυχεδ 

ποσιτιϖε ρετυρνσ, ωιτη 

ινϖεστmεντ−γραδε χορπορατεσ λεαδ−

ινγ τηε ωαψ, ασ ινϖεστορσ ασσεσσεδ 

τηε βροαδ στρενγτη οφ τηε Υ.Σ. εχον−

οmψ ανδ ρελατιϖελψ αττραχτιϖε οππορ−

tunities with the U.S. ixed income 
mαρκετσ ιν τηε ωακε οφ Βρεξιτ.
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Ηοω Λοω Χαν  

Ρατεσ Γο?

ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ 

Μαϕορ γλοβαλ βονδ ινδιχεσ 

σηοωεδ ποσιτιϖε ρετυρνσ 

φορ τηε θυαρτερ, ασ σοϖερ−

ειγν ψιελδσ φελλ. Μοστ mαϕορ γλοβαλ 

χυρρενχιεσ ωεακενεδ αγαινστ τηε 

Υ.Σ. δολλαρ; τηε Βριτιση πουνδ ωασ 

ηιτ ηαρδεστ. Εmεργινγ mαρκετ βονδσ 

χοντινυεδ το ρεβουνδ δεσπιτε α 

βυmπψ ριδε.

15
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20
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Κεεπ Χαλm ανδ Χαρρψ Ον 

ΕΧΟΝΟΜΨ |  ϑαψ Κλοεπφερ

ςοτερσ ιν τηε Υνιτεδ Κινγδοm ναρροωλψ αππροϖεδ α ρεφερενδυm 

το λεαϖε τηε Ευροπεαν Υνιον ον ϑυνε 23, ανδ τηισ υνεξπεχτεδ 

ρεσυλτ χοmπλετελψ οϖερσηαδοωεδ εϖερψτηινγ ελσε τηατ ηαππενεδ 

ιν τηε γλοβαλ εχονοmψ δυρινγ τηε σεχονδ θυαρτερ. Γλοβαλ βονδ 

ψιελδσ φελλ το ρεχορδ λοωσ, τηε Βριτιση πουνδ ηιτ α 31−ψεαρ λοω ϖερ−

συσ τηε Υ.Σ. δολλαρ, ανδ γλοβαλ εθυιτψ mαρκετσ πλυνγεδ βεφορε  

θυιχκλψ βουνχινγ βαχκ το ρεγαιν mυχη οφ ωηατ τηεψ λοστ οϖερ α 

περιοδ οφ ϕυστ α ωεεκ.

Ιν τηε βαχκγρουνδ, τηε Υ.Σ. εχονοmψ σεεmεδ το βε χαλmλψ χαρ−

ρψινγ ον, ασ αλλ ινδιχατορσ ποιντεδ τοωαρδ τηε στρονγεστ γροωτη 

in consumption in a decade. The irst read of second-quarter 
γροσσ δοmεστιχ προδυχτ (ΓDΠ) γροωτη ωασ τηερεφορε χλεαρλψ 

δισαπποιντινγ ατ ϕυστ 1.2%, δασηινγ χονσενσυσ εξπεχτατιονσ (ορ 

mαψβε ϕυστ ηοπεσ) φορ α ρατε οφ 2% ορ ηιγηερ. Τηε ρεϖισιον το τηε 

irst-quarter result was disappointing as well, pulled down from 
1.1% το ϕυστ 0.8%. Τηε Υ.Σ. εχονοmψ ηασ νοω εξπανδεδ βψ ϕυστ 

1.2% οϖερ τηε παστ ψεαρ, τηε ωεακεστ 12−mοντη γαιν σινχε τηε 

reduction in Federal iscal stimulus during 2013. Second-quarter 
γροωτη ωασ φυελεδ βψ τηε στανδουτ στρενγτη ιν χονσυmερ σπενδ−

ινγ, ωηιχη ινχρεασεδ ατ α ροβυστ ρατε οφ 4.2%. Γαινσ ιν εmπλοψ−

mεντ, δισποσαβλε ινχοmε, ανδ ηοmε ασσετ ϖαλυεσ (βοοστινγ 

ηουσεηολδ ωεαλτη)�αλονγ ωιτη λοω ενεργψ πριχεσ, mοδεστ 

inlation, and low interest rates—are providing the tailwind for 
χονσυmερσ. Wειγηινγ δοων οϖεραλλ ΓDΠ γροωτη ισ χοντινυεδ 

retrenchment in non-residential ixed investment, a blip down−

ωαρδ ιν ρεσιδεντιαλ ινϖεστmεντ, ανδ τηε φουρτη χονσεχυτιϖε θυαρ−

τερ οφ ινϖεντορψ ρεδυχτιον, ωηιχη συβτραχτεδ mορε τηαν 1% φροm 

οϖεραλλ ΓDΠ γροωτη. Τηισ ωεακ ΓDΠ γροωτη ισ λικελψ το γιϖε τηε 

Federal Reserve suficient reason to delay a much-anticipated 
Σεπτεmβερ ρατε ηικε.

Τηε ϕοβ mαρκετ γαϖε θυιτε α σχαρε δυρινγ τηε σεχονδ θυαρ−

τερ ανδ ωασ λικελψ α πριmαρψ φαχτορ ιν δεραιλινγ ωηατ λοοκεδ το 

βε α χερταιν Φεδ ρατε ηικε ιν ϑυνε. Απριλ ϕοβ γαινσ σλοωεδ το 

144,000 after averaging close to 200,000 during the irst quar−
τερ, ανδ τηεν πλυmmετεδ το ϕυστ 11,000 ιν Μαψ, βεφορε ρεχοϖερ−

ινγ το αν ιmπρεσσιϖε 287,000 γαιν ιν ϑυνε. Τηε Απριλ ανδ Μαψ 

ϕοβσ ρεπορτσ σπυρρεδ φεαρσ τηατ τηε εχονοmψ ωασ σταλλινγ, βυτ 

τηε ϑυνε γαιν mαψ δισπελ σοmε οφ τηοσε φεαρσ. Ασ τηε Υ.Σ. 

εχονοmψ αππροαχηεσ φυλλ εmπλοψmεντ, παψρολλ γαινσ χαν�τ γροω 

at 200,000 per month indeinitely, let alone the 250,000 rate 
αχηιεϖεδ ιν mυχη οφ 2015. Τηε υνεmπλοψmεντ ρατε ρεmαινσ 

βελοω 5%, αλτηουγη ιτ αχτυαλλψ βουνχεδ υπ ιν ϑυνε φροm 4.7% 

το 4.9% ασ mορε πεοπλε ρεϕοινεδ τηε ωορκφορχε. Τηε βιγγεστ 

χηαλλενγε φορ τηε λαβορ mαρκετ ισ τηε mισmατχη βετωεεν τηε 

στρονγ δεmανδ φορ σκιλλεδ λαβορ ανδ τηε αmπλε συππλψ οφ ρελα−

τιϖελψ λοωερ−σκιλλεδ ωορκερσ.
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Υ.Σ. ΕΧΟΝΟΜΨ (Χοντινυεδ)

Τηε χονυνδρυm ηολδινγ βαχκ στρονγερ εχονοmιχ γροωτη ισ τηε 

δεχλινε ιν χοmπανψ χαπιταλ ινϖεστmεντ ιν α περιοδ οφ ϖερψ λοω 

interest rates. Non-residential ixed investment fell in both the 
irst and second quarters of 2016, dragged down by the collapse 
ιν δριλλινγ αχτιϖιτψ φορ οιλ ανδ νατυραλ γασ. Τηε στρονγ δολλαρ ηασ 

αλσο ηιτ εξπορτσ ανδ δοmεστιχ σαλεσ οφ mανυφαχτυρινγ ινδυστριεσ 

εξποσεδ το ιντερνατιοναλ χοmπετιτιον, ανδ ωεακ γλοβαλ γροωτη 

ηασ συππρεσσεδ πριχεσ φορ αγριχυλτυραλ γοοδσ. Ον α mορε ποσιτιϖε 

νοτε, τηε ιmπαχτ οφ τηεσε φορχεσ συππρεσσινγ χαπιταλ σπενδινγ 

ηασ πεακεδ ανδ ισ φαδινγ ρελατιϖε το λαστ ψεαρ. Τηε Ινστιτυτε φορ 

Συππλψ Μαναγεmεντ�σ ινδεξ οφ mανυφαχτυρινγ αχτιϖιτψ ροσε βαχκ 

αβοϖε 50�τηε λινε βετωεεν εξπανσιον ανδ χοντραχτιον�ανδ 

ρεαχηεδ α 16−mοντη ηιγη ιν ϑυνε, συγγεστινγ τηατ mανυφαχτυρ−

ing may have bottomed in the irst quarter of the year. Another 
ανοmαλψ ιmπαχτινγ ΓDΠ γροωτη ισ τηε ινϖεντορψ βυιλδυπ χαυσεδ 

βψ λαστ ωιντερ�σ ωαρm ωεατηερ. Α ηυγε βυιλδυπ ιν νατυραλ γασ 

στοχκσ ωασ το βε εξπεχτεδ, βυτ οδδλψ ενουγη, τηε ωαρm ωεατηερ 

σπυρρεδ εξχεσσ ινϖεντοριεσ ιν ωηολεσαλερσ ανδ ρεταιλερσ, ανδ τηε 

χορρεχτιον ηασ σλοωεδ δεmανδ φροm mανυφαχτυρερσ.

Τηε Βρεξιτ ϖοτε ωιλλ λικελψ βε α σmαλλ βυmπ ιν τηε ροαδ φορ Υ.Σ. 

τραδε. Υ.Σ. εξπορτσ οφ γοοδσ ανδ σερϖιχεσ το τηε Υ.Κ. ανδ τηε ΕΥ 

χονστιτυτε ϕυστ 1% ανδ 3% οφ ΓDΠ, ρεσπεχτιϖελψ. Τηε δαmαγε το 

Υ.Σ. ΓDΠ ωιλλ λικελψ βε λιmιτεδ το α φεω τεντησ οφ ονε περχεντ. 

Τηε λαργερ ιmπαχτ mαψ χοmε φροm Βρεξιτ�σ ποτεντιαλ το δαmπεν 

consumer and business conidence and to complicate central 
γοϖερνmεντσ� αττεmπτσ το αδδρεσσ γλοβαλ εχονοmιχ σταγνατιον.

Τηε Ευροπεαν Χεντραλ Βανκ (ΕΧΒ) χοντινυεδ ιτσ εφφορτσ το στιm−

υλατε ευρο−ζονε εχονοmιεσ, ωηερε υνεmπλοψmεντ ρεmαινσ ατ 

10%. Τηε ΕΧΒ βεγαν βυψινγ χορπορατε βονδσ ιν ϑυνε, ρεαχη−

ινγ νεαρλψ 5 βιλλιον ευροσ βψ τηε ενδ οφ τηε mοντη. Τηε αϖεραγε 

ψιελδ ον ινϖεστmεντ−γραδε Ευροπεαν χορπορατε δεβτ δροππεδ το 

α ρεχορδ λοω οφ λεσσ τηαν 1%. Νεγατιϖε−ψιελδινγ γοϖερνmεντ δεβτ 

ιν τηε ευρο ζονε συργεδ το νεαρλψ ∃12 τριλλιον. Βψ χοmπαρισον, 

Υ.Σ. ψιελδσ λοοκ ηιγη, συγγεστινγ φυρτηερ δοωνωαρδ πρεσσυρε 

ον σεεmινγλψ ροχκ−βοττοm Υ.Σ. ιντερεστ ρατεσ ισ ποσσιβλε. Τηε 

δεχλινε ιν Υ.Σ. ρατεσ σινχε τηε σταρτ οφ τηε ψεαρ χαυγητ mοστ mαρ−

κετ παρτιχιπαντσ βψ συρπρισε. Τηε χονσενσυσ ωασ φορ τηε Υ.Σ. το 

εmβαρκ ον α πατη το γραδυαλλψ ηιγηερ ρατεσ, σταρτινγ τηισ ψεαρ. Ασ 

εξπεχτατιονσ φορ ρισινγ ρατεσ φαδε, τηε φεαρ ισ τηατ τηε οπτιmισm 

for growth which would have justiied higher rates will fade, too.

Τηε Λονγ−Τερm ςιεω  

2016

2νδ Θτρ

Περιοδσ ενδεδ Dεχεmβερ 31, 2015

Ινδεξ Ψεαρ 5 Ψρσ 10 Ψρσ 25 Ψρσ

Υ.Σ. Εθυιτψ

Ρυσσελλ 3000 2.63 0.48 12.18 7.35 10.03

Σ&Π 500 2.46 1.38 12.57 7.31 9.82

Ρυσσελλ 2000 3.79 −4.41 9.19 6.80 10.50

Νον−Υ.Σ. Εθυιτψ

ΜΣΧΙ ΕΑΦΕ −1.46 −0.81 3.60 3.03 5.40

ΜΣΧΙ Εmεργινγ Μαρκετσ 0.66 −14.92 −4.80 3.61 �

Σ&Π εξ−Υ.Σ. Σmαλλ Χαπ −1.30 5.92 5.51 5.33 6.80

Φιξεδ Ινχοmε

Βαρχλαψσ Αγγρεγατε 2.21 0.55 3.25 4.51 6.15

90−Dαψ Τ−Βιλλ 0.07 0.05 0.07 1.24 2.93

Βαρχλαψσ Λονγ Γ/Χ 6.55 −3.30 6.98 6.45 8.08

Χιτι Νον−Υ.Σ. Γοϖτ 3.40 −5.54 −1.30 3.05 5.37

Ρεαλ Εστατε

ΝΧΡΕΙΦ Προπερτψ 2.03 13.33 12.18 7.76 8.05

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 6.96 3.20 11.96 7.41 12.13

Αλτερνατιϖεσ

ΧΣ Ηεδγε Φυνδ 0.59 −0.71 3.55 4.97 �

Χαmβριδγε ΠΕ∗ � 6.69 13.08 11.18 15.74

Βλοοmβεργ Χοmmοδιτψ 12.78 −24.66 −13.47 −6.43 �

Γολδ Σποτ Πριχε 6.88 −10.46 −5.70 7.41 4.02

Inlation � ΧΠΙ−Υ 1.22 0.73 1.53 1.86 2.30

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

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

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

Ρεχεντ Θυαρτερλψ Εχονοmιχ Ινδιχατορσ

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

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

Νονφαρm Βυσινεσσ�Προδυχτιϖιτψ Γροωτη 1.9%∗ −0.6% −1.7% 2.0% 3.1% −0.8% −1.7% 3.1%

ΓDΠ Γροωτη 1.2% 0.8% 0.9% 2.0% 2.6% 2.0% 2.3% 5.0%

Μανυφαχτυρινγ Χαπαχιτψ Υτιλιζατιον 75.0% 75.3% 75.4% 75.6% 75.5% 75.5% 76.0% 75.7%

Χονσυmερ Σεντιmεντ Ινδεξ (1966=100)  92.4  91.5  91.3  90.8  94.2  95.5  89.8  83.0

*Estimate.

Sources: Bureau of  Economic Analysis, Bureau of  Labor Statistics, Federal Reserve, IHS Economics, Reuters/University of  Michigan.
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Ανψ Ρελιεφ ιν Σιγητ? 

ΦΥΝD ΣΠΟΝΣΟΡ |  Ρυφαση Λαmα

Α χλοσερ λοοκ ατ ρετυρνσ φορ τηε θυαρτερ φροm τηε Χαλλαν Φυνδ 

Σπονσορ Dαταβασεσ ρεϖεαλσ τηατ τηε mεδιαν χορπορατε φυνδ 

βεστεδ αλλ οτηερ φυνδ τψπεσ. Χορπορατε φυνδσ αλσο ηαδ τηε 

ωιδεστ δισπερσιον οφ ρετυρνσ, ανδ τηε ηιγηεστ τοταλ ρετυρν ασ 

σηοων βψ ρεσυλτσ φορ φυνδσ ιν τηε 10τη περχεντιλε. Ηοωεϖερ, 

σοmε Ταφτ−Ηαρτλεψ φυνδσ ουτπερφορmεδ τηε λοωεστ−περφορmινγ 

χορπορατε φυνδσ, ασ σηοων βψ ρετυρνσ ιν τηε 90τη περχεντιλε.

 

Τηε ουτπερφορmανχε οφ χορπορατε φυνδσ δυρινγ τηε θυαρτερ 

stemmed from their higher exposure to U.S. ixed income, 
παρτιχυλαρλψ τηοσε φυνδσ ωιτη λονγ δυρατιον. Ατ τηε οτηερ ενδ 

οφ τηε σπεχτρυm, ενδοωmεντσ/φουνδατιονσ λαγγεδ αλλ οτηερ 

fund types given their minimal exposure to U.S. ixed income. 
Ηιγηερ αλλοχατιονσ το νον−Υ.Σ. εθυιτψ ανδ ηεδγε φυνδσ αλσο 

δραγγεδ δοων ρελατιϖε περφορmανχε φορ ενδοωmεντσ/φουνδα−

τιονσ. Οϖερ λονγερ τιmε περιοδσ (5 ανδ 10 ψεαρσ), χοmπουνδ 

ρετυρνσ φορ αλλ φυνδ σπονσορσ ηαϖε βεεν ιν τηε ρανγε οφ 5% 

το 7%, ωιτη ενδοωmεντσ/φουνδατιονσ λαγγινγ οϖερ σηορτ− ανδ 

λονγ−τερm περιοδσ. 

The median funded status of corporate deined beneit plans 
δεχλινεδ φορ τηε θυαρτερ, πριmαριλψ δυε το τηε δραmατιχ φαλλ ιν 

ιντερεστ ρατεσ. Βασεδ ον δατα φροm αχτυαριεσ ανδ ασσετ mαναγ−

ερσ, τηε mεδιαν ανδ αϖεραγε φυνδεδ ρατιο φελλ βψ mορε τηαν 3 

περχενταγε ποιντσ ιν τηε θυαρτερ, το 76.0% ανδ 76.4%, ρεσπεχ−

τιϖελψ. Ψεαρ το δατε, τηε mεδιαν φυνδεδ στατυσ ηασ δεχλινεδ βψ 

mορε τηαν 6 περχενταγε ποιντσ. 

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

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

Πυβλιχ Φυνδσ 1.62 2.98 0.54 6.39 6.42 5.65 5.94

Χορπορατε Φυνδσ 1.81 3.88 1.66 6.59 6.62 5.85 6.00

Ενδοωmεντσ/Φουνδατιονσ 1.30 2.05 −1.55 5.24 5.53 5.34 5.69

Ταφτ−Ηαρτλεψ 1.61 2.69 0.97 7.12 6.97 5.54 5.68

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

* Latest quarter median return.

Source: Callan
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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.
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Source: Russell Investment Group 

Γρεενερ Γρασσ 

Υ.Σ. ΕΘΥΙΤΨ |  Λαυρεν Ματηιασ, ΧΦΑ 

Τηουγη τηε Σ&Π 500 Ινδεξ ενδεδ ιν ποσιτιϖε τερριτορψ 

(+2.46%), ιτ ωασ συβϕεχτ το συβσταντιαλ ϖολατιλιτψ δυρινγ τηε 

θυαρτερ. Τηε Υ.Κ.�σ ϖοτε το λεαϖε τηε Ευροπεαν Υνιον σεντ 

γλοβαλ mαρκετσ ρεελινγ ιν λατε ϑυνε; τηε Σ&Π 500 φελλ 5.3% 

in the irst two trading days after the vote. Volatility, as mea−

συρεδ βψ ςΙΞ, σπικεδ βυτ ρεmαινεδ βελοω ϖαλυεσ ποστεδ ιν 

ϑανυαρψ. Dεσπιτε υνχερταιντψ αβροαδ ανδ τηε στεεπ δροπ αφτερ 

Βρεξιτ, τηε Σ&Π 500 ενδεδ τηε θυαρτερ ονλψ 1.5% βελοω ιτσ 

αλλ−τιmε ηιγη αχηιεϖεδ ιν Μαψ 2015. Αmιδ τηε γλοβαλ τυρmοιλ, ιτ 

αππεαρσ τηε γρασσ ισ γρεενερ ιν τηε Υ.Σ.

Γλοβαλ mαρκετσ διδ νοτ αππεαρ το αφφεχτ δοmεστιχ προδυχτιον 

ειτηερ: Μανυφαχτυρινγ αχτιϖιτψ ινχρεασεδ (τηε ΙΣΜ Χοmποσιτε 

Ινδεξ ηιτ α 16−mοντη ηιγη); εξιστινγ ηοmε σαλεσ ωερε υπ 4.5% 

ιν Μαψ; ανδ ρεταιλ σαλεσ σηοωεδ στρενγτη. Βυτ δισαπποιντινγ 

unemployment igures—4.7% due to a lower labor force  

participation rate of 62.6%—and low irst-quarter GDP 
προmπτεδ τηε Φεδ το κεεπ ιντερεστ ρατεσ ατ χυρρεντ λεϖελσ. 

Αφτερ ανοτηερ στρονγ θυαρτερ, ϖαλυε ρεmαινεδ αηεαδ οφ γροωτη 

ιν αλλ χαπιταλιζατιονσ (Ρυσσελλ 2000 ςαλυε Ινδεξ: +4.31% ανδ 

Ρυσσελλ 2000 Γροωτη Ινδεξ: +3.24%); τηε διφφερενχε ωασ 

most signiicant within large capitalizations (Ρυσσελλ 1000 

ςαλυε Ινδεξ: +4.58% ανδ Ρυσσελλ 1000 Γροωτη Ινδεξ: 

+0.61%). Σmαλλερ ωασ βεττερ: mιχρο−, σmαλλ−, ανδ mιδ−χαπι−

ταλιζατιον χοmπανιεσ ουτπαχεδ λαργε−χαπιταλιζατιον στοχκσ 

(Ρυσσελλ Μιχροχαπ Ινδεξ: +3.97%, Ρυσσελλ 2000 Ινδεξ: 

+3.79%, Ρυσσελλ Μιδχαπ Ινδεξ: +3.18%, ανδ Ρυσσελλ 1000 

Ινδεξ: +2.54%). 

Wιτη εχονοmιχ υνχερταιντψ ανδ λοωερ ιντερεστ ρατεσ ιν τηε 

φορεσεεαβλε φυτυρε, δεφενσιϖε ανδ ψιελδινγ αρεασ οφ τηε mαρ−

>?@@BDD EFFF >?@@BDD IFFF

TecJKLDLMPQLK@?SBT

VW@cTBXWLKYTP

ZTL[?cBT

V?TY\DB@

]WKYKcWYD

^BT_WcB@

`YXBTWYD@ a

ZTLcB@@WKM

QLK@?SBT

^XYbDB@

dBYDXJ QYTBfXWDWXWB@gKBTMP

11.0%

9.5%

7.1%

10.3%

4.3%
4.8%

9.4%

3.9%

10.2%

2.2%

4.0%

1.3% 1.5%

-0.8%
-1.4%

-2.4%

3.1%

6.2%

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 10 sectors.
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Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)

κετ διδ ωελλ: Υτιλιτιεσ, Τελεχοmmυνιχατιονσ, Ηεαλτη Χαρε, ανδ 

Χονσυmερ Σταπλεσ. Φαχτορσ λικε λοω βετα ανδ ηιγη διϖιδενδ 

ψιελδ ωερε ιν φαϖορ ανδ βοοστεδ τηε περφορmανχε οφ τηεσε σεχ−

τορσ. Αφτερ α λονγ περιοδ οφ ποορ περφορmανχε, Ενεργψ ωασ βψ 

φαρ τηε λεαδινγ σεχτορ, βυοψεδ βψ αν αλmοστ 30% ινχρεασε ιν οιλ 

πριχεσ. Φινανχιαλσ λαγγεδ, mοστλψ δυε το α τουγη ϑυνε�βοτη 

τηε Βρεξιτ χρισισ ανδ αβσεντ ιντερεστ ρατε ηικε ωερε τηε χυλ−

πριτσ. Ηεαλτη Χαρε ανδ Τεχηνολογψ, λαργε σεχτορσ ιν τηε γροωτη 

βενχηmαρκ, ωερε δραγγεδ δοων βψ τηε πηαρmαχευτιχαλσ/ 

βιοτεχηνολογψ ανδ ηαρδωαρε ανδ εθυιπmεντ ινδυστριεσ, 

ρεσπεχτιϖελψ. Στοχκ χορρελατιονσ ελεϖατεδ ιν ϑυνε, mακινγ ιτ 

χηαλλενγινγ φορ αχτιϖε mαναγεmεντ; ηοωεϖερ, λεϖελσ ρεmαιν 

βελοω τηοσε εξπεριενχεδ ιν 2015.

Τηε Υ.Σ. εθυιτψ mαρκετ mαναγεδ το εσχαπε α τυmυλτυουσ 

ϑυνε ωιτη ποσιτιϖε ρεσυλτσ ιν τηε φυλλ θυαρτερ. Ηοωεϖερ, αχτιϖε 

φυνδσ ηαϖε φουνδ ιτ χηαλλενγινγ το ουτπαχε τηειρ ρεσπεχτιϖε 

βενχηmαρκσ τηισ ψεαρ�φεωερ τηαν 50% ωερε αβλε το δο σο.   

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

hijk lmnompjqrm hsth usvw xszu usiz

{vjk lmnompjqrm hs|v usiu xsiz |suz

}m~q�p ishu {stv |szw {sui

wvjk lmnompjqrm �isuz hsvx {s{h hsit

tijk lmnompjqrm �hswx hsi{ hshu �isu1

   R1000 Growth R1000 Value  R2000 Growth  R2000 Value

�mpok��n� isxh usvz |s{u us|h

Sources: Callan, Russell Investment Group
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Russell 1000 Growth Russell 1000Russell 1000 Value

Source: Russell Investment Group

16

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

Υ.Σ. Εθυιτψ Ινδεξ Χηαραχτεριστιχσ ασ οφ ϑυνε 30, 2016

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

Νυmβερ οφ Ισσυεσ 506 3,007 1,000 800 2,507 2,006

% οφ Ρυσσελλ 3000 82% 100% 92% 27% 17% 7%

Wτδ Αϖγ Μκτ Χαπ (∃βν) 127.80 106.54 114.81 12.03 3.79 1.70

Πριχε/Βοοκ Ρατιο 2.7 2.6 2.7 2.4 2.1 1.9

Φορωαρδ Π/Ε Ρατιο 16.6 17.1 17 18.5 18.4 18.7

Dιϖιδενδ Ψιελδ 2.2% 2.1% 2.1% 1.8% 1.7% 1.6%

5−Ψρ Εαρνινγσ (φορεχαστεδ) 11.9% 12.0% 12.0% 10.2% 11.7% 12.9%

Sources: Russell Investment Group, Standard & Poor’s.
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ ϑυνε 30, 2016

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

Λαργε Χαπ Χορε Στψλε 1.73 1.44 0.33 11.02 11.74 7.68 6.31

Ρυσσελλ 3000 2.63 3.62 2.14 11.13 11.60 7.40 6.09

Ρυσσελλ 1000 2.54 3.74 2.93 11.48 11.88 7.51 6.02

Σ&Π 500 2.46 3.84 3.99 11.66 12.10 7.42 5.75

Λαργε Χαπ Γροωτη Στψλε 0.14 −1.72 −0.14 12.60 11.60 8.68 5.75

Ρυσσελλ 1000 Γροωτη 0.61 1.36 3.02 13.07 12.35 8.78 5.50

Λαργε Χαπ ςαλυε Στψλε 2.95 3.34 −0.81 9.20 10.97 6.52 7.07

Ρυσσελλ 1000 ςαλυε 4.58 6.30 2.86 9.87 11.35 6.13 6.38

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

Μιδ Χαπ Χορε Στψλε 1.67 3.33 −1.67 10.90 10.64 8.25 9.24

Ρυσσελλ Μιδχαπ 3.18 5.50 0.56 10.80 10.90 8.07 8.68

Μιδ Χαπ Γροωτη Στψλε 2.31 −0.02 −5.69 9.24 8.94 8.17 7.86

Ρυσσελλ Μιδχαπ Γροωτη 1.56 2.15 −2.14 10.52 9.98 8.12 6.99

Μιδ Χαπ ςαλυε Στψλε 3.29 4.90 −0.82 10.13 10.67 8.17 9.91

Ρυσσελλ Μιδχαπ ςαλυε 4.77 8.87 3.25 11.00 11.70 7.79 9.50

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

Σmαλλ Χαπ Χορε Στψλε 2.85 2.80 −4.76 9.34 10.24 7.92 9.43

Ρυσσελλ 2000 3.79 2.22 −6.73 7.09 8.35 6.20 6.96

Σmαλλ Χαπ Γροωτη Στψλε 3.87 −1.57 −12.40 7.18 8.37 7.55 7.39

Ρυσσελλ 2000 Γροωτη 3.24 −1.59 −10.75 7.74 8.51 7.14 5.91

Σmαλλ Χαπ ςαλυε Στψλε 2.40 4.64 −2.44 8.63 9.94 7.61 10.00

Ρυσσελλ 2000 ςαλυε 4.31 6.08 −2.58 6.36 8.15 5.15 7.73

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

Σmιδ Χαπ Βροαδ Στψλε 2.21 2.85 −4.23 8.86 10.29 9.49 �

Ρυσσελλ 2500 3.57 3.98 −3.67 8.61 9.48 7.32 8.09

Σmιδ Χαπ Γροωτη Στψλε 3.25 −0.46 −8.43 8.00 8.70 8.35 8.01

Ρυσσελλ 2500 Γροωτη 2.70 −0.03 −7.69 9.06 9.27 7.96 6.76

Σmιδ Χαπ ςαλυε Στψλε 2.39 5.38 −4.11 8.27 9.86 7.95 10.08

Ρυσσελλ 2500 ςαλυε 4.37 7.84 0.22 8.14 9.59 6.52 8.77

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

Χονσυmερ Dισχρετιοναρψ −0.88 0.98 0.99 11.18 14.59 9.98 �

Χονσυmερ Σταπλεσ 4.94 10.42 18.31 15.50 15.49 12.63 �

Ενεργψ 10.94 14.41 −8.17 −3.18 −0.85 3.18 �

Φινανχιαλ Σερϖιχεσ 2.35 −1.03 −1.30 9.00 11.42 0.99 �

Ηεαλτη Χαρε 6.04 −1.44 −5.23 16.22 17.08 11.43 �

Ματεριαλσ & Προχεσσινγ 4.70 10.67 1.01 8.70 6.88 6.17 �

Προδυχερ Dυραβλεσ 1.28 6.10 4.35 11.33 10.81 6.76 �

Τεχηνολογψ −2.06 −0.37 2.44 14.67 11.81 9.83 �

Υτιλιτιεσ 7.34 23.69 28.37 13.60 12.63 8.50 �

*Returns less than one year are not annualized.

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

Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Φαστεν Ψουρ Σεατ Βελτσ 

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ |   Λψmαν ϑυνγ

Φορ τηε σεχονδ χονσεχυτιϖε θυαρτερ, νον−Υ.Σ. εθυιτψ mαρκετσ 

ενδυρεδ α βουτ οφ εξτρεmε ϖολατιλιτψ. Αφτερ α τεπιδ σταρτ το τηε 

θυαρτερ, mαρκετσ ρεαχτεδ το τηε συρπρισε ϑυνε 23 Βρεξιτ ρεφερεν−

δυm το λεαϖε τηε Ευροπεαν Υνιον. Γλοβαλ mαρκετσ λοστ ∃2 τριλλιον 

τηε δαψ αφτερ, βυτ θυιχκλψ σταβιλιζεδ. Ιν τηισ υνχερταιν ενϖιρον−

mεντ, ωε εξπεχτ ϖολατιλιτψ το χοντινυε.

Dεσπιτε τηε ϖοτε, τηε ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Ινδεξ ενδεδ τηε 

θυαρτερ δοων ονλψ σλιγητλψ (−0.64%), βυοψεδ βψ αχχοmmοδα−

τιϖε χεντραλ βανκ πολιχιεσ ανδ α στρονγ ρεβουνδ ιν χοmmοδιτψ 

πριχεσ. Ενεργψ (+8.05%) λεδ τηε χηαργε φολλοωεδ βψ Ηεαλτη Χαρε 

(+4.29%), ασ ινϖεστορσ φαϖορεδ δεφενσιϖε, διϖιδενδ−παψινγ 

στοχκσ αmιδ τηε τυρmοιλ. Εχονοmιχ ανδ ιντερεστ−ρατε−σενσιτιϖε 

σεχτορσ φαρεδ ωορστ, ωιτη Χονσυmερ Dισχρετιοναρψ (−6.87%) ανδ 

Φινανχιαλσ (−4.31%) λεαδινγ τηε πλυνγε. 

Αρουνδ τηε βροαδερ mαρκετσ, τηε ΜΣΧΙ Εmεργινγ Μαρκετσ 

Ινδεξ (+0.66%) βεστεδ ιτσ δεϖελοπεδ χουντερπαρτ ιν τηε ΜΣΧΙ 

Wορλδ εξ ΥΣΑ Ινδεξ (−1.05%). Wιτηουτ Χαναδα (+3.40%), ονε 

οφ τηε βεστ−περφορmινγ χουντριεσ ιν δεϖελοπεδ mαρκετσ, τηε ΜΣΧΙ 

ΕΑΦΕ Ινδεξ ωασ εϖεν mορε δεπρεσσεδ (−1.46%). Τηε ΜΣΧΙ 

ΑΧWΙ εξ ΥΣΑ Γροωτη Ινδεξ χοντινυεδ αν ειγητ−θυαρτερ τρενδ 

οφ ουτπερφορmινγ τηε ςαλυε Ινδεξ. Μορεοϖερ, τηε ΜΣΧΙ ΑΧWΙ 

εξ ΥΣΑ Σmαλλ Χαπ (−0.87%) τοππεδ ιτσ δεϖελοπεδ χουσιν, τηε 

ΜΣΧΙ Wορλδ εξ ΥΣΑ Σmαλλ Χαπ Ινδεξ (−1.28%).

Ασ Βρεξιτ δοmινατεδ τηε ηεαδλινεσ, Ευροπεαν εθυιτψ mαρκετσ 

fell sharply only to rally in the inal few days of the quarter. The 
ΜΣΧΙ Ευροπε Ινδεξ inished down 2.69%. Amid a general 
mοϖε το σαφε−ηαϖεν χουντριεσ, Σωιτζερλανδ (+2.03%) ωασ α τοπ−

περφορmερ. Ιταλψ (−10.45%) ανδ Σπαιν (−7.67%) ωερε αmονγ τηε 

ωορστ mαινλψ δυε το δουβλε−διγιτ δεχλινεσ ιν βανκσ βυρδενεδ βψ 

souring loans and the potential loss of the U.K. as the inancial 
χεντερ. Ρεγιοναλλψ, Ευροπεαν σεχτορσ περφορmεδ ιν λινε ωιτη τηε 

ρεστ οφ τηε δεϖελοπεδ ωορλδ. Ενεργψ στοχκσ χοντριβυτεδ 12.51% 

τηανκσ το οιλ ατ νεαρλψ ∃50. Χονϖερσελψ, Χονσυmερ Dισχρετιοναρψ 

ανδ Φινανχιαλσ τυmβλεδ 11.10% ανδ 10.82%, ρεσπεχτιϖελψ, 

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

  Style Style  Style  Cap Style

 10th Percentile 2.60 0.90 4.78 0.90

 25th Percentile 1.62 -0.11 3.40 -0.60

 Median 0.48 -1.31 2.00 -2.28

 75th Percentile -0.84 -2.29 0.65 -3.59

 90th Percentile -2.37 -3.72 -0.45 -4.90

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

 Benchmark  0.99 -0.64 0.66 -0.87

Sources: Callan, MSCI 
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

ωειγηεδ δοων βψ ρεχεσσιον φεαρσ ανδ χονχερνσ αβουτ α σλοω−

down in inance and investment activity. 

Ιν χοντραστ το Ευροπε, τηε MSCI Paciic Index (+0.87%) φαρεδ 

mυχη βεττερ, βοοστεδ βψ ϑαπαν (+1.01%) ανδ Νεω Ζεαλανδ 

(+5.85%). Wηιλε ϑαπαν ωασ ποσιτιϖε ον α Υ.Σ. δολλαρ−ρετυρν 

βασισ, ον α λοχαλ−ρετυρν βασισ ιτ φελλ 7.80% βεχαυσε τηε ψεν 
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*German mark returns before 1Q99

Source: MSCI
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Μαϕορ Χυρρενχιεσ� Χυmυλατιϖε Ρετυρνσ (ϖσ. Υ.Σ. Dολλαρ)
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ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)

συργεδ 10% ιν τηε θυαρτερ �δεσπιτε οπερατινγ ιν α νεγατιϖε 

ιντερεστ ρατε ενϖιρονmεντ. Τηε ψεν ηασ βεεν βολστερεδ βψ ιτσ ρε−

εmεργενχε ασ α ηαϖεν χυρρενχψ ωιτη αν υνχερταιν Ευροπε ανδ 

αλσο βψ τηε δολλαρ�σ ρεχεντ ωεακνεσσ αφτερ τηε Φεδεραλ Ρεσερϖε 

παρεδ βαχκ εξπεχτατιονσ οφ Υ.Σ. ιντερεστ ρατε ινχρεασεσ. Νεω 

Ζεαλανδ γαινεδ ον ιmπροϖεδ σεντιmεντ παρτλψ δυε το α ρεπορτεδ 

τραδε συρπλυσ τηατ ωασ mορε τηαν δουβλε αναλψστσ� φορεχαστσ.

Εmεργινγ mαρκετ χουντριεσ προδυχεδ α ωιδε σπεχτρυm οφ ρετυρνσ, 

βυτ χλοσεδ ουτ τηε θυαρτερ σλιγητλψ αηεαδ (ΜΣΧΙ Εmεργινγ 

Μαρκετ Ινδεξ: +0.66%). Χοmmοδιτψ προδυχερσ συχη ασ Βραζιλ 

(+13.90%) and Russia (+4.05%) beneited from the rebound 
in oil prices, continuing their irst-quarter rally. The former was 
αλσο προππεδ υπ βψ αν ιmπεαχηmεντ mοτιον αγαινστ Πρεσιδεντ 

Dιλmα Ρουσσεφφ τηατ σεντ τηε εθυιτψ mαρκετ ιντο α φρενζιεδ ραλλψ. 

Stocks in China ended the quarter nearly lat (+0.11%) thanks 
το α σλοωερ πρεδιχτεδ γροωτη οφ 6.6%, τηε ωεακεστ σινχε τηε 

Γλοβαλ Φινανχιαλ Χρισισ. Φυρτηερ, χονχερνσ αβουτ τηε αmουντ οφ 

δεβτ ον χορπορατε βαλανχε σηεετσ ανδ ρεχεντ πολιχψ χηανγεσ 
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Best Performers Worst Performers

Θυαρτερλψ ανδ Αννυαλ Χουντρψ Περφορmανχε Σναπσηοτ

Θυαρτερλψ Ρετυρνσ: Στρονγ ανδ Στρυγγλινγ Σεχτορσ 

Θυαρτερλψ Ρετυρν Αττριβυτιον φορ  

Νον−Υ.Σ. Dεϖελοπεδ Χουντριεσ (Υ.Σ. Dολλαρ)

Χουντρψ Τοταλ Λοχαλ Χυρρενχψ Wτγ

Αυστραλια 0.46% 3.79% −3.20% 5.13%

Αυστρια −9.99% −7.67% −2.51% 0.12%

Βελγιυm 2.29% 4.92% −2.51% 1.05%

Χαναδα 3.40% 3.82% −0.40% 6.82%

Dενmαρκ −0.58% 1.84% −2.37% 1.40%

Φινλανδ −2.12% 0.40% −2.51% 0.69%

Φρανχε −4.31% −1.85% −2.51% 6.79%

Γερmανψ −5.57% −3.14% −2.51% 6.11%

Ηονγ Κονγ 0.94% 0.96% −0.02% 2.34%

Ιρελανδ −9.87% −7.55% −2.51% 0.33%

Ισραελ −3.80% −1.72% −2.38% 0.55%

Ιταλψ −10.45% −8.14% −2.51% 1.38%

ϑαπαν 1.01% −7.80% 9.56% 16.43%

Νετηερλανδσ −5.06% −2.72% −2.51% 2.24%

Νεω Ζεαλανδ 5.85% 3.19% 2.58% 0.13%

Νορωαψ 2.35% 3.55% −1.16% 0.45%

Πορτυγαλ −2.76% −0.25% −2.51% 0.11%

Σινγαπορε 0.35% 0.29% 0.05% 0.96%

Σπαιν −7.67% −5.29% −2.51% 2.08%

Σωεδεν −5.38% −1.11% −4.32% 1.95%

Σωιτζερλανδ 2.03% 3.80% −1.70% 6.55%

Υ.Κ. −0.73% 6.73% −6.99% 13.83%

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

λεδ το θυεστιονσ ον ηοω mυχη στιmυλυσ τηε γοϖερνmεντ ωουλδ 

προϖιδε το συσταιν γροωτη. Ελσεωηερε, στοχκσ ιν Ινδια (+3.72%) 

αδϖανχεδ ον φαστερ−τηαν−εξπεχτεδ γροωτη ανδ εαρνινγσ οφ 

σοmε οφ ιτσ βιγγεστ χοmπανιεσ, βολστερεδ βψ οπτιmισm αβουτ 

τηε νατιον�σ εχονοmιχ ρεχοϖερψ.
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Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ ϑυνε 30, 2016

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

Γλοβαλ Εθυιτψ Στψλε 0.48 −0.92 −4.47 7.16 7.08 5.37 6.31

ΜΣΧΙ Wορλδ 1.01 0.66 −2.78 6.95 6.63 4.43 4.86

ΜΣΧΙ ΑΧWΙ 0.99 1.23 −3.73 6.03 5.38 4.26 4.98

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

Νον−Υ.Σ. Στψλε −1.31 −3.49 −9.43 3.27 2.83 2.91 6.25

ΜΣΧΙ Wορλδ εξ ΥΣΑ −1.05 −2.98 −9.84 1.88 1.23 1.63 4.47

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ −0.64 −1.02 −10.24 1.16 0.10 1.87 4.96

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

ΜΣΧΙ Ευροπε εξ ΥΚ −3.53 −6.02 −10.80 2.58 0.66 1.56 4.52

ΜΣΧΙ ϑαπαν 1.01 −5.58 −8.94 2.71 4.21 0.14 2.32

ΜΣΧΙ ϑαπαν (λοχαλ) −7.80 −19.47 −23.66 3.82 9.31 −0.93 1.00

MSCI Paciic 0.87 −2.94 −8.19 2.16 2.98 1.72 4.10

MSCI Paciic (local) −4.29 −13.22 −17.85 4.25 7.59 0.59 2.38

MSCI Paciic ex Japan 0.65 2.47 −6.75 1.08 0.86 5.43 8.89

MSCI Paciic ex Japan (local) 2.64 0.47 −5.02 5.64 5.69 5.01 6.69

ΜΣΧΙ Υνιτεδ Κινγδοm −0.73 −3.05 −12.14 0.67 1.71 1.43 4.22

ΜΣΧΙ Υνιτεδ Κινγδοm (λοχαλ) 6.73 6.89 3.36 5.00 5.50 4.78 4.57

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

Εmεργινγ Μαρκετ Στψλε 2.00 6.57 −8.83 −0.07 −2.06 4.88 10.67

ΜΣΧΙ Εmεργινγ Μαρκετσ 0.66 6.41 −12.05 −1.56 −3.78 3.54 9.12

ΜΣΧΙ Εmεργινγ Μαρκετσ (λοχαλ) 0.70 3.45 −7.70 3.70 2.02 5.72 9.92

ΜΣΧΙ Φροντιερ Μαρκετσ 0.47 −0.47 −12.09 1.00 1.45 0.18 �

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

Νον−Υ.Σ. Σmαλλ Χαπ Στψλε −2.28 −3.11 −3.61 7.82 6.35 5.52 10.28

ΜΣΧΙ Wορλδ Σmαλλ Χαπ 1.61 2.29 −3.76 7.60 6.80 5.58 8.51

ΜΣΧΙ ΑΧWΙ Σmαλλ Χαπ 1.51 2.22 −4.72 6.79 5.83 6.00 8.60

ΜΣΧΙ Wορλδ εξ ΥΣΑ Σmαλλ Χαπ −1.28 −0.69 −3.35 6.34 3.61 3.33 8.17

ΜΣΧΙ ΑΧWΙ εξ ΥΣΑ Σmαλλ Χαπ −0.87 −0.20 −5.46 4.93 2.28 4.08 8.71

*Returns less than one year are not annualized.

Sources: Callan, MSCI.

ΝΟΝ−Υ.Σ. ΕΘΥΙΤΨ (Χοντινυεδ)
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Ρεγιοναλ Θυαρτερλψ Περφορmανχε (Υ.Σ. Dολλαρ)
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Ραλλψ Αχροσσ τηε Βοαρδ 

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ |  Νατε Wονγ, ΧΦΑ

Treasuries rallied in a light to quality during the second 
θυαρτερ ασ Υ.Σ. εχονοmιχ δατα ανδ τρεπιδατιον συρρουνδινγ 

τηε Υ.Κ.�σ Βρεξιτ δοmινατεδ αχτιϖιτψ. Τηε Φεδ χηανγεδ το α 

mορε δοϖιση τονε ασ τηε θυαρτερ ενδεδ. Τηε Βαρχλαψσ Υ.Σ. 

Αγγρεγατε Ινδεξ ινχρεασεδ 2.21% ωηιλε τηε Βαρχλαψσ Ηιγη 

Ψιελδ Χορπορατε Ινδεξ αγαιν ουτπαχεδ ιτ ωιτη α 5.52% γαιν.

Τηε συρπρισινγ ϖοτε ιν τηε Υ.Κ. το εξιτ τηε Ευροπεαν Υνιον τριγ−

γερεδ αν ιmmεδιατε ρυν ον ρισκ ασσετσ. Τηε πανιχ ωασ σηορτ−

λιϖεδ ανδ χρεδιτ σπρεαδσ ενδεδ τηε θυαρτερ mαργιναλλψ τιγητερ 

ασ mορε−ρατιοναλ ινϖεστορσ ασσεσσεδ τηε βροαδερ στρενγτη οφ 

τηε Υ.Σ. εχονοmψ ανδ τηε ρελατιϖελψ αττραχτιϖε οππορτυνιτιεσ 

within the U.S. ixed income markets. 

Φολλοωινγ τηε Βρεξιτ ϖοτε, τηε Φεδ ελεχτεδ νοτ το mακε ανψ 

χηανγεσ ατ ιτσ ϑυνε mεετινγ. Ιτσ φορωαρδ−λοοκινγ δοτ πλοτ νοω 

ιmπλιεσ α ρεδυχεδ νυmβερ οφ ρατε ηικεσ φροm φουρ το τηρεε, 

ωηιλε τηε λονγ−τερm προϕεχτιον φορ τηε σηορτ−τερm ρατε ωασ λοω−

ερεδ φροm 3.25% το 3.0%.

Ψιελδσ δεχλινεδ αχροσσ τηε mατυριτψ σπεχτρυm ωιτη τηε 10−ψεαρ 

ψιελδ χλοσινγ τηε θυαρτερ ατ 1.47%, ιτσ λοωεστ λεϖελ ιν νεαρλψ τηρεε 

ψεαρσ. Wεακ εχονοmιχ δατα ανδ τηε νεγατιϖε ψιελδ ενϖιρονmεντ 

αρουνδ τηε γλοβε χοντριβυτεδ το δοωνωαρδ πρεσσυρε ον Υ.Σ. 

ψιελδσ. Τηε 2− το 30−ψεαρ σπρεαδ τιγητενεδ το 170 βπσ βψ τηε ενδ 

οφ τηε θυαρτερ. Τρεασυρψ ρετυρνσ ωερε στρονγ, παρτιχυλαρλψ ον τηε 

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

 10th Percentile 2.80 3.29 1.96 7.12 5.99

 25th Percentile 2.62 2.99 1.80 6.90 5.35

 Median 2.36 2.74 1.58 6.67 4.53

 75th Percentile 2.20 2.52 1.47 6.48 3.74

 90th Percentile 2.00 2.23 1.26 6.16 3.04

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

 Benchmark  2.21 2.21 1.59 6.55 5.52

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

λονγ ενδ οφ τηε χυρϖε, ωιτη 30−ψεαρ Τρεασυριεσ γαινινγ 7.24%. Αλλ 

σεχτορσ ραλλιεδ ανδ προδυχεδ ποσιτιϖε ρετυρνσ, ωιτη ινϖεστmεντ−

grade corporates leading the way. Inlation-protected securities 
τραιλεδ τηειρ νοmιναλ χουντερπαρτσ βυτ χοντινυεδ τηειρ στρονγ περ−

φορmανχε φορ τηε ψεαρ. 

Χορπορατε χρεδιτ περφορmεδ ωελλ αχροσσ τηε θυαλιτψ σπεχτρυm, 

γαινινγ 3.48% ανδ ουτπερφορmινγ Τρεασυριεσ βψ 97 βπσ ον α 

δυρατιον−αδϕυστεδ βασισ. Χοmπανιεσ τοοκ αδϖανταγε οφ λοω 

ρατεσ, ωιτη νεω ισσυανχε οφ ∃350 βιλλιον δυρινγ τηε θυαρτερ. 

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

Βαρχλαψσ Ινδιχεσ

Ψιελδ το 

Wορστ

Μοδ Αδϕ 

Dυρατιον

Αϖγ  

Ματυριτψ

Βαρχλαψσ Αγγρεγατε 1.91 5.47 7.77

Βαρχλαψσ Υνιϖερσαλ 2.42 5.36 7.63

Βαρχλαψσ Γοϖτ/Χρεδιτ 1.85 6.69 8.96

1−3 Ψεαρ 0.89 1.91 1.98

Ιντερmεδιατε 1.41 4.08 4.44

Λονγ−Τερm 3.36 15.59 24.36

Βαρχλαψσ Λονγ Χρεδιτ 4.16 13.99 23.99

Βαρχλαψσ Χορπ Ηιγη Ψιελδ 7.27 4.26 6.30

Βαρχλαψσ ΤΙΠΣ 1.47 5.26 8.71

Βαρχλαψσ Μυνι Βονδ 1−5 Ψεαρ 0.94 2.67 3.16

Βαρχλαψσ Μυνι 1−10 Ψεαρ 1.20 3.97 5.81

Βαρχλαψσ Μυνιχιπαλ 1.61 5.55 13.06

Source: Barclays

Excess Return versus Like-Duration Treasuries
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Εφφεχτιϖε Ψιελδ Οϖερ Τρεασυριεσ

Ον α δυρατιον−αδϕυστεδ βασισ, ινδυστριαλσ ουτπερφορmεδ υτιλι−

ties and inancials. Corporate spreads were generally lat 
βεφορε εξπεριενχινγ σοmε ωιδενινγ ιν ρεαχτιον το τηε Βρεξιτ 

ανδ ενδεδ τηε θυαρτερ ατ 156 βπσ. ΜΒΣ γαινεδ 1.11%, ουτ−

περφορmινγ λικε−δυρατιον Τρεασυριεσ βψ 3 βπσ. ΜΒΣ σπρεαδσ 

αλσο ωιδενεδ ασ τηε θυαρτερ χλοσεδ ον πρεπαψmεντ φεαρσ. 

Ηιγη−ψιελδ βονδσ χοντινυεδ το ρεβουνδ, γαινινγ 5.52% ανδ 

ουτπερφορmινγ λικε−δυρατιον Τρεασυριεσ βψ 411 βπσ. Νεω ισσυ−

ανχε αmουντεδ το ∃84 βιλλιον, ρετυρνινγ το mορε νορmαλ λεϖελσ 

ανδ mορε τηαν δουβλινγ τηε αmουντ ιν τηε πριορ θυαρτερ.
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Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ ϑυνε 30, 2016

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

Χορε Βονδ Στψλε 2.36 5.39 6.20 4.37 4.25 5.62 5.54

Χορε Βονδ Πλυσ Στψλε 2.74 5.68 5.45 4.48 4.62 6.00 6.09

Βαρχλαψσ Αγγρεγατε 2.21 5.31 6.00 4.06 3.76 5.13 5.08

Βαρχλαψσ Υνιϖερσαλ 2.53 5.68 5.82 4.19 4.01 5.30 5.33

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

Εξτενδεδ Ματυριτψ Χρεδιτ Στψλε 6.77 14.26 14.09 9.26 9.15 8.65 −−

Βαρχλαψσ Λονγ Χρεδιτ 6.65 13.92 13.76 8.70 8.45 8.14 7.78

Εξτενδεδ Ματυριτψ Γοϖ/Χρεδιτ Στψλε 6.67 14.56 15.48 9.46 9.61 9.00 8.22

Βαρχλαψσ Λονγ Γοϖ/Χρεδιτ 6.55 14.33 15.72 9.33 9.18 8.42 7.88

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

Ιντερmεδιατε Στψλε 1.58 3.95 4.44 3.19 3.23 4.92 4.92

Βαρχλαψσ Ιντερmεδιατε Γοϖ/Χρεδιτ 1.59 4.07 4.33 2.95 2.90 4.48 4.52

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

Dεφενσιϖε Στψλε 0.72 1.76 1.95 1.57 1.49 3.13 3.30

Βαρχλαψσ Γοϖ/Χρεδιτ 1−3 Ψεαρ 0.67 1.65 1.59 1.22 1.10 2.80 3.03

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

Βανκ Λοαν Στψλε 2.43 4.11 2.01 3.28 4.28 4.61 4.85

Χρεδιτ Συισσε Λεϖεραγεδ Λοανσ 2.86 4.23 0.93 3.03 3.87 4.10 4.51

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

Ηιγη Ψιελδ Στψλε 4.53 7.34 1.10 4.37 5.97 7.52 7.95

Βαρχλαψσ Χορπ Ηιγη Ψιελδ 5.52 9.06 1.62 4.18 5.84 7.56 7.93

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

Υνχονστραινεδ Φιξεδ Στψλε 1.50 1.74 0.92 2.11 2.77 4.68 6.31

90 Dαψ Τ−Βιλλ + 3% 0.81 1.63 3.19 3.09 3.09 4.04 4.44

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

Σταβλε ςαλυε Στψλε 0.45 0.91 1.81 1.79 2.14 3.03 3.82

ιΜονεψΝετ Μυτυαλ Φυνδ Αϖγ 0.03 0.05 0.06 0.03 0.03 0.94 �

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

Inlation-Linked Style 1.74 6.35 4.30 2.27 2.70 4.82 5.60

Βαρχλαψσ ΤΙΠΣ 1.71 6.24 4.35 2.31 2.63 4.75 5.49

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

Σηορτ Μυνιχιπαλ Στψλε 0.43 0.82 1.17 0.94 1.02 1.95 2.07

Βαρχλαψσ Μυνιχιπαλ 1−5 Ψεαρ 0.75 1.55 2.60 2.03 1.93 3.30 3.26

Ιντερmεδιατε Μυνιχιπαλ Στψλε 2.06 3.54 6.19 4.29 4.10 4.23 4.21

Βαρχλαψσ Μυνιχιπαλ 1−10 Ψεαρ 1.44 2.70 4.88 3.62 3.45 4.33 4.21

Λονγ Μυνιχιπαλ Στψλε 2.63 4.42 8.10 5.93 5.76 5.43 5.42

Βαρχλαψσ Μυνιχιπαλ 2.61 4.33 7.65 5.58 5.33 5.13 5.10

*Returns for less than one year are not annualized.

Sources: Barclays, Callan, Citigroup, Merrill Lynch.

Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)
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Ηοω Λοω Χαν Ρατεσ Γο?

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

Σοϖερειγν ψιελδσ φελλ ιν τηε σεχονδ θυαρτερ, δριϖεν λαργελψ βψ α 

κνεε−ϕερκ ρεαχτιον το Βρεξιτ, σεντιmεντ το ρεδυχε ρισκ, ανδ γλοβ−

αλλψ λοοσε mονεταρψ πολιχψ. Τηατ λεδ mαϕορ γλοβαλ βονδ ινδιχεσ το 

σηοω ποσιτιϖε ρετυρνσ φορ τηε θυαρτερ.

Ιν αδδιτιον, mοστ mαϕορ γλοβαλ χυρρενχιεσ ωεακενεδ αγαινστ τηε 

Υ.Σ. δολλαρ δυρινγ τηε θυαρτερ. Τηε Βριτιση πουνδ ωασ ηιτ ηαρδ−

εστ, πλυmmετινγ 7% ϖερσυσ τηε Υ.Σ. δολλαρ. Wηιλε τηε Υ.Σ. δολ−

λαρ βροαδλψ στρενγτηενεδ ιmmεδιατελψ φολλοωινγ Βρεξιτ, σοmε οφ 

τηοσε γαινσ ωερε θυιχκλψ ερασεδ οϖερ τηε ρεmαινδερ οφ τηε θυαρ−

τερ. Τηε ϑαπανεσε ψεν τοοκ αν οπποσιτε ταχκ αmονγ γλοβαλ χυρ−

ρενχιεσ δυρινγ τηε θυαρτερ ανδ σοαρεδ 10% ϖερσυσ τηε Υ.Σ. δολ−

λαρ βψ τηε ενδ οφ τηε περιοδ. Τηε ψεν�σ τενδενχψ το στρενγτηεν 

ιν ρισκ−οφφ ενϖιρονmεντσ προϖεδ α ταιλωινδ το υνηεδγεδ φορειγν 

βονδ ρετυρνσ φορ τηε θυαρτερ. Τηε ευρο ωασ ωεακερ ϖερσυσ τηε 

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

(Υ.Σ. Dολλαρ)

Χουντρψ Τοταλ Λοχαλ Χυρρενχψ Wτγ

Αυστραλια 0.19% 3.51% −3.20% 2.17%

Αυστρια −0.02% 2.56% −2.51% 1.76%

Βελγιυm 0.81% 3.40% −2.51% 2.90%

Χαναδα 1.58% 1.99% −0.40% 2.29%

Dενmαρκ 1.51% 3.97% −2.37% 0.79%

Φινλανδ −0.18% 2.39% −2.51% 0.70%

Φρανχε 0.32% 2.90% −2.51% 11.31%

Γερmανψ 0.27% 2.85% −2.51% 8.49%

Ιρελανδ −0.92% 1.63% −2.51% 0.91%

Ιταλψ −2.08% 0.45% −2.51% 10.81%

ϑαπαν 12.91% 3.06% 9.56% 35.77%

Μαλαψσια −1.89% 1.38% −3.22% 0.54%

Μεξιχο −5.45% 1.79% −7.11% 0.99%

Νετηερλανδσ 0.42% 3.01% −2.51% 2.76%

Νορωαψ −0.08% 1.08% −1.16% 0.29%

Πολανδ −5.79% 0.27% −6.04% 0.67%

Σινγαπορε 0.56% 0.51% 0.05% 0.42%

Σουτη Αφριχα 5.03% 4.58% 0.43% 0.53%

Σπαιν −0.33% 2.23% −2.51% 6.22%

Σωεδεν −1.65% 2.79% −4.32% 0.57%

Σωιτζερλανδ −0.83% 0.88% −1.70% 0.27%

Υ.Κ. −0.73% 6.74% −6.99% 8.83%

Source: Citigroup

δολλαρ (−2.51%). Τηε ΕΧΒ mαινταινεδ ιτσ δοϖιση στανχε, κεεπ−

ινγ ιντερεστ ρατεσ νεγατιϖε ανδ προχεεδινγ ωιτη ασσετ πυρχηασεσ 

αννουνχεδ ιν Μαρχη. Ιντερεστ ρατεσ φελλ αχροσσ δεϖελοπεδ mαρ−

κετσ, λεαδινγ το στρονγ βονδ ρετυρνσ. Τηε Βαρχλαψσ Γλοβαλ 

Αγγρεγατε γαινεδ 2.89% (+2.51% ηεδγεδ). 

Ιν Γερmανψ, 10−ψεαρ ψιελδσ φελλ 28 βπσ ανδ ϕοινεδ τηε ραπιδλψ 

γροωινγ υνιϖερσε οφ νεγατιϖε−ψιελδινγ βονδσ. Σιmιλαρλψ, 10−ψεαρ 

ψιελδσ ιν ϑαπαν, ωηιχη ωερε αλρεαδψ νεγατιϖε, φελλ α φυρτηερ 19 

βπσ ασ τηε Βανκ οφ ϑαπαν mαινταινεδ ιτσ εασψ mονεταρψ πολ−

ιχψ στανχε. Τηε 10−ψεαρ ψιελδ ιν τηε Υ.Κ. λεδ τηε παχκ φολλοωινγ 

Βρεξιτ, φαλλινγ 55 βπσ, τηουγη ιτ ρεmαινεδ ιν ποσιτιϖε τερριτορψ βψ 

the end of the quarter. Market expectations moved irmly toward 
ρελατιϖελψ εασιερ mονεταρψ πολιχψ ιν τηε Υ.Κ. 

Εmεργινγ mαρκετ βονδσ χοντινυεδ το ρεβουνδ ιν τηε σεχ−

ονδ θυαρτερ δεσπιτε α βυmπψ ριδε. Φαλλινγ βονδ ψιελδσ ωερε 

α ταιλωινδ ανδ ναρροωινγ σοϖερειγν χρεδιτ σπρεαδσ φυρτηερ 

χοντριβυτεδ το ρετυρνσ. Τηε ηαρδ χυρρενχψ ϑΠΜ ΕΜΒΙ Γλοβαλ 

Diversiied Index γαινεδ 5.02%. Ηαρδ χυρρενχψ ρετυρνσ ιν mοστ 

χουντριεσ ωερε ποσιτιϖε, λεδ βψ ςενεζυελα. Βονδσ τηερε ηαϖε 

συφφερεδ εξτρεmε ϖολατιλιτψ ασ mαρκετσ σπεχυλατε ον τηε τιm−

ινγ οφ τηε χουντρψ�σ δεφαυλτ. Τηε λοχαλ χυρρενχψ ϑΠΜ ΓΒΙ−ΕΜ 

Global Diversiied ρετυρνεδ 2.96%, ασ λοχαλ ψιελδσ ιν εmεργινγ  

mαρκετσ γενεραλλψ φολλοωεδ τηοσε ιν δεϖελοπεδ mαρκετσ λοωερ. 

Βραζιλ ωασ τηε λεαδερ φορ ρετυρνσ ιν λοχαλ mαρκετσ ασ ψιελδσ φελλ ανδ 

Εmεργινγ Σπρεαδσ Οϖερ Dεϖελοπεδ (Βψ Ρεγιον)
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ΝΟΝ−Υ.Σ. ΦΙΞΕD ΙΝΧΟΜΕ (Χοντινυεδ)

τηε χυρρενχψ στρενγτηενεδ. Dυρινγ τηε θυαρτερ, Βραζιλ�σ Πρεσιδεντ 

Dιλmα Ρουσσεφφ ωασ συσπενδεδ φροm τηε πρεσιδενχψ δυρινγ ηερ 

ιmπεαχηmεντ τριαλ. Τηε mαρκετ ιν Βραζιλ ηασ εξπεριενχεδ ϖολατιλ−

ιτψ ασ τηε πολιτιχαλ φυτυρε οφ τηε χουντρψ ισ βεινγ δετερmινεδ.

 Global  Non-U.S.  Global Em Debt Em Debt 
 Fixed Style Fixed Style High Yld USD DB Local

 10th Percentile 3.52 3.75 6.49 6.63 5.04

 25th Percentile 3.11 3.65 5.91 6.29 3.57

 Median 2.81 3.30 4.31 5.77 2.92

 75th Percentile 2 .00 1.62 3.83 5.12 2.50

 90th Percentile 0.96 0.06 2.94 4.46 1.62

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

 Benchmark  2.89 3.40 4.43 5.02 2.96
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Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ

Χαλλαν Στψλε Μεδιαν ανδ Ινδεξ Ρετυρνσ∗ φορ Περιοδσ ενδεδ ϑυνε 30, 2016

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

Γλοβαλ Φιξεδ Ινχοmε Στψλε 2.81 8.34 7.56 2.84 2.20 4.89 6.54

Βαρχλαψσ Γλοβαλ Αγγρεγατε 2.89 8.96 8.87 2.80 1.77 4.40 5.50

Γλοβαλ Φιξεδ Ινχοmε Στψλε (ηεδγεδ) 2.67 5.87 7.22 5.49 5.29 5.60 5.83

Βαρχλαψσ Γλοβαλ Αγγρεγατε (ηεδγεδ) 2.51 5.87 7.37 5.15 4.76 5.03 4.92

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

Γλοβαλ Ηιγη Ψιελδ Στψλε 4.31 7.39 1.29 3.03 4.96 7.20 9.08

Βαρχλαψσ Γλοβαλ Ηιγη Ψιελδ 4.43 8.73 3.76 4.35 5.71 7.80 8.70

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

Νον−Υ.Σ. Φιξεδ Ινχοmε Στψλε 3.30 11.49 10.12 2.17 1.04 4.39 6.71

Βαρχλαψσ Γλοβαλ Αγγ εξ ΥΣ 3.40 11.94 11.24 1.85 0.34 3.83 5.85

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

Εmεργινγ Dεβτ Στψλε (ΥΣ∃) 5.77 11.06 8.44 5.62 5.99 8.35 10.42

JPM EMBI Global Diversiied 5.02 10.31 9.79 7.20 6.46 7.97 9.16

Εmεργινγ Dεβτ Στψλε (λοχαλ) 2.92 13.64 1.62 −3.12 −2.10 5.04 7.18

JPM GBI-EM Global Diversiied 2.96 14.30 2.24 −3.49 −2.19 5.74 −−

Εmεργινγ Dεβτ Βλενδ Στψλε 4.03 11.28 4.99 1.14 2.77 8.01 11.56

ϑΠΜ ΕΜΒΙ Γλ Dιϖ/ϑΠΜ ΓΒΙ−ΕΜ Γλ Dιϖ 3.99 12.34 6.11 1.82 2.14 6.94 −−

Εmεργινγ Dεβτ Χορπορατε Στψλε 4.45 8.60 4.93 5.71 5.32 −− −−

ϑΠΜ ΧΕΜΒΙ 4.27 9.02 5.78 5.72 5.45 7.45 −−

*Returns less than one year are not annualized. 

Sources: Barclays, Callan, JPMorgan Chase.

Sources: Callan, JPMorgan Chase
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Ιτ Ρεαλλψ Ισ Λοχατιον, Λοχατιον, Λοχατιον

ΡΕΑΛ ΕΣΤΑΤΕ |  Κεϖιν Ναγψ

Τηε ΝΧΡΕΙΦ Προπερτψ Ινδεξ γαινεδ 2.03% δυρινγ τηε σεχονδ 

quarter, the lowest return since the irst quarter of 2010, record−

ινγ α 1.19% ινχοmε ρετυρν ανδ α 0.84% αππρεχιατιον ρετυρν. 

Ινδυστριαλ (+2.90%) ανδ ρεταιλ (+2.17%) τοππεδ προπερτψ σεχ−

τορ περφορmανχε φορ τηε θυαρτερ ωηιλε ηοτελσ (+1.46%) βρουγητ 

υπ τηε ρεαρ. Τηε Wεστ ρεγιον ωασ τηε στρονγεστ περφορmερ, υπ 

2.46%, ωηιλε τηε Εαστ ωασ τηε ωορστ ατ 1.73%. Τρανσαχτιον ϖολ−

υmε ηιτ ∃9 βιλλιον, ωηιχη ρεπρεσεντσ α 25% ινχρεασε οϖερ τηε σεχ−

ονδ θυαρτερ οφ 2015. Αππραισαλ χαπιταλιζατιον ρατεσ ινχρεασεδ το 

4.60%, υπ φροm αν αλλ−τιmε λοω οφ 4.55% λαστ θυαρτερ. Οχχυπανχψ 

ρατεσ αλσο ινχρεασεδ ανδ ηιτ α 15−ψεαρ ηιγη ατ 93.2%. Αλλ προπερτψ 

τψπεσ ηαϖε σεεν οχχυπανχψ ινχρεασε φορ τηε ψεαρ, τηουγη ρεταιλ 

ωασ δοων 20 βπσ φορ τηε θυαρτερ. 

Τηε πρελιmιναρψ ρετυρν φορ τηε ΝΦΙ−ΟDΧΕ Ινδεξ ωασ 1.91%, 

χοmπρισινγ α 0.90% ινχοmε ρετυρν ανδ α 1.01% αππρεχιατιον 

ρετυρν. Τηισ mαρκσ α δεχρεασε οφ 5 βπσ φροm λαστ θυαρτερ�σ ρετυρν 

ανδ α νεω λοω σινχε 2010. Τηε Υ.Σ. ρεαλ εστατε mαρκετ ηασ 

βεχοmε ινχρεασινγλψ αττραχτιϖε ανδ ηασ χαπτυρεδ νεαρλψ 30% 

of global capital allocations in 2016. Investors are looding into 
τηε Υ.Σ. δυε το λοω γοϖερνmεντ βονδ ψιελδσ γλοβαλλψ, υνχερ−

ταιντψ χαυσεδ βψ τηε Βρεξιτ ϖοτε ιν λατε ϑυνε, ανδ χονχερνσ 

αβουτ Χηινα�σ σλοωινγ γροωτη. Αχχορδινγ το Πρεθιν, ωηιχη προ−

ϖιδεσ δατα ον τηε αλτερνατιϖε ασσετσ ινδυστρψ, τηε αmουντ οφ 

δρψ ποωδερ φορ ρεαλ εστατε ινϖεστινγ γλοβαλλψ ινχρεασεδ το ∃234 

βιλλιον ιν τηε θυαρτερ, υπ 11.4% φροm ψεαρ−ενδ 2015. 

Τηε ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ Ινδεξ (ΥΣD) 

οϖερχαmε τηε σηοχκ οφ Βρεξιτ ανδ γαινεδ 3.74%, ωηιλε Υ.Σ. 

ΡΕΙΤσ τραχκεδ βψ τηε ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ Ινδεξ συργεδ 

αηεαδ 6.96%. 

Ιν τηε Υ.Σ., τηε στρονγ περφορmανχε οφ ΡΕΙΤσ ωασ αττριβυτεδ το 

ινϖεστορσ ιν σεαρχη οφ ψιελδ. Αφτερ τηε Βρεξιτ ϖοτε χαστ δουβτ ον α 

Φεδ ρατε ινχρεασε, γλοβαλ βονδ ψιελδσ χοmπρεσσεδ 25 βπσ, mακ−

ινγ ηιγη−ψιελδινγ ΡΕΙΤσ mορε αττραχτιϖε. Dατα χεντερσ (+20.59%), 

ινδυστριαλ (+15.38%), ανδ ινφραστρυχτυρε (+15.33%) ωερε τηε 

βεστ−περφορmινγ σεχτορσ. Σελφ−στοραγε (−5.76%) συφφερεδ α σηαρπ 

φαλλ φροm γραχε ανδ ωασ τηε ωορστ περφορmερ ιν τηε σεχονδ θυαρ−

ter after being the strongest performer in the irst. Strong data 
χεντερ περφορmανχε ωασ δριϖεν βψ ροβυστ τεναντ δεmανδ ανδ 

λεσσ εχονοmιχ σενσιτιϖιτψ. Χονϖερσελψ, σελφ−στοραγε ασσετσ ωιτη 

mορε αχυτε εχονοmιχ σενσιτιϖιτψ στρυγγλεδ δυε το φεαρσ οφ σλοω−

ινγ γροωτη. Ασ οφ ϑυνε 30, Υ.Σ. ΡΕΙΤσ ωερε τραδινγ ατ α 7.1% 

πρεmιυm το νετ ασσετ ϖαλυε (ΝΑς), χοντραστινγ σηαρπλψ ωιτη Υ.Κ. 

ΡΕΙΤσ, ωηιχη ωερε τραδινγ ατ α 21.6% δισχουντ το ΝΑς. 

Υνχερταιντψ οϖερ τηε Βρεξιτ ϖοτε�ανδ ιτσ συρπρισινγ ρεσυλτ�ηαδ 

α τρεmενδουσ εφφεχτ ον ρεαλ εστατε ιν τηε Υ.Κ. χοmπαρεδ το χον−

tinental Europe. According to Cushman & Wakeield, investment 
ϖολυmε ιν τηε Υ.Κ. ωασ δοων 25% ψεαρ−το−δατε χοmπαρεδ το 

2015, ϖερσυσ α 10% ινχρεασε ιν τηε ρεστ οφ τηε ΕΥ. 

ΧΜΒΣ ισσυανχε φορ τηε θυαρτερ ωασ ∃10.8 βιλλιον, δοων σηαρπλψ 

from the second quarter of 2015 ($26.0 billion) and irst quarter 
οφ 2016 (∃19.3 βιλλιον). Τηε δεχλινε ωασ αττριβυτεδ το χοντινυεδ 

χονχερνσ οϖερ εχονοmιχ ινσταβιλιτψ, ινχλυδινγ τηε Βρεξιτ ϖοτε; 

ονλψ ∃800 mιλλιον ιν ΧΜΒΣ ωασ ισσυεδ ιν ϑυνε.

Ρολλινγ Ονε−Ψεαρ Ρετυρνσ

-60%

-40%

-20%

0%

20%

40%

60%

80%

100%

120%

REIT Database Global REIT DatabasePrivate Real Estate Database

02 0396 97 98 99 00 01 04 05 06 07 08 09 10 11 12 13 14 15 16

Source: Callan



18

ΡΕΑΛ ΕΣΤΑΤΕ (Χοντινυεδ)

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

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

Ρεαλ Εστατε Dαταβασε (νετ οφ φεεσ) 2.17 4.38 11.86 13.09 12.23 4.89 7.36

ΝΧΡΕΙΦ Προπερτψ 2.03 4.29 10.64 11.61 11.51 7.40 8.91

ΝΦΙ−ΟDΧΕ (ϖαλυε ωτδ. νετ) 1.91 3.89 10.80 11.97 11.66 5.19 6.95

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

ΡΕΙΤ Dαταβασε 5.87 11.19 23.14 13.97 13.00 8.24 12.57

ΦΤΣΕ ΝΑΡΕΙΤ Εθυιτψ 6.96 13.38 24.04 13.58 12.60 7.45 11.29

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

Γλοβαλ ΡΕΙΤ Dαταβασε 2.96 7.74 10.87 9.50 9.24 5.56 10.14

ΦΤΣΕ ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖελοπεδ ΡΕΙΤ 3.74 9.38 12.57 8.95 8.63 5.00 9.81

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

Γλοβαλ εξ−Υ.Σ. ΡΕΙΤ Dαταβασε 0.46 4.08 0.47 4.98 5.41 3.12 −−

ΕΠΡΑ/ΝΑΡΕΙΤ Dεϖ ΡΕΙΤσ εξ−Υ.Σ. 0.68 5.91 1.40 4.26 4.97 3.12 9.31

*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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Πριϖατε Εθυιτψ Περφορmανχε Dαταβασε (%) (Ποολεδ Ηοριζον ΙΡΡσ τηρουγη Dεχεmβερ 31, 2015∗)

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

Αλλ ςεντυρε 2.1 13.8 22.0 16.5 11.1 4.7 24.3 

Γροωτη Εθυιτψ 3.3 9.2 13.6 11.3 11.8 9.8 14.3 

Αλλ Βυψουτσ 2.4 8.5 13.3 12.3 11.2 11.8 12.8 

Μεζζανινε 0.5 5.2 9.5 10.7 9.6 7.8 9.5 

Dιστρεσσεδ −0.1 1.8 9.2 9.4 9.6 10.7 10.8 

Αλλ Πριϖατε Εθυιτψ 2.1 8.6 14.1 12.4 11.0 9.6 13.8 

Σ&Π 500 Ινδεξ 7.0 1.4 15.1 12.6 7.3 5.0 8.2 

Ρυσσελλ 3000 6.3 0.5 14.7 12.2 7.4 5.4 8.3 

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

Ιν φυνδραισινγ, Πριϖατε Εθυιτψ Αναλψστ ρεπορτσ τηατ σεχονδ−θυαρτερ 

χοmmιτmεντσ τοταλεδ ∃102.2 βιλλιον ωιτη 196 νεω παρτνερσηιπσ 

φορmεδ. Τηε νυmβερ οφ φυνδσ ραισεδ ινχρεασεδ βψ ονλψ 11% φροm 

177 in the irst quarter, but the dollar volume rocketed 92% from 

∃53.2 βιλλιον. Dιστρεσσεδ δεβτ συργεδ το ∃13.3 βιλλιον φροm ονλψ ∃2.4 

billion in the irst quarter of 2016. Venture capital also saw a large 

jump of $14.6 billion from only $8.9 billion in the irst quarter. 

Αχχορδινγ το Βυψουτσ νεωσλεττερ, τηε ινϖεστmεντ παχε βψ φυνδσ 

into companies totaled 356 transactions, bringing the irst-half total 

το 816. Τηε δεαλ χουντ ισ δοων βψ 86 τρανσαχτιονσ (19%) φροm 

the irst quarter, and 216 transactions (21%) from the irst half 

οφ 2015. Τηε αννουνχεδ αγγρεγατε δολλαρ ϖολυmε ιν τηε σεχονδ 

quarter was $37.6 billion, and $95.8 billion for the irst half. The 

announced volume is down by $20.6 billion (35%) from the irst 

θυαρτερ, βυτ υπ ∃26 βιλλιον (27%) ψεαρ−το−δατε. Ονλψ σιξ δεαλσ ωιτη 

αννουνχεδ ϖαλυεσ οφ ∃1 βιλλιον ορ mορε χλοσεδ ιν τηε σεχονδ θυαρ−

ter, down from 12 in the irst quarter.

Αχχορδινγ το τηε Νατιοναλ ςεντυρε Χαπιταλ Ασσοχιατιον, νεω 

ινϖεστmεντσ ιν ϖεντυρε χαπιταλ χοmπανιεσ τοταλεδ 961 ρουνδσ 

ανδ ∃15.3 βιλλιον ιν αννουνχεδ ϖολυmε. Τηε νυmβερ οφ ρουνδσ 

decreased from 1,011 in the irst quarter, but the dollar volume 

ϕυmπεδ φροm ∃12.7 βιλλιον, πριmαριλψ δυε το α ∃3.5 βιλλιον εξπαν−

σιον ινϖεστmεντ ιν Υβερ.

Φυνδσ Χλοσεδ ϑανυαρψ 1 το ϑυνε 30, 2016

Στρατεγψ Νο. οφ Φυνδσ Αmτ (∃mm) Περχεντ∗

ςεντυρε Χαπιταλ 201 23,441 15%

Βυψουτσ 119 102,687 66%

Συβορδινατεδ Dεβτ 9 2,397 2%

Dιστρεσσεδ Dεβτ 11 15,568 10%

Σεχονδαρψ ανδ Οτηερ 10 5,513 4%

Φυνδ−οφ−φυνδσ 23 5,767 4%

Τοταλσ 373 155,373 100%

Source: Private Equity Analyst

*Totals more than 100% due to rounding.

Ρεγαρδινγ εξιτσ, Βυψουτσ ρεπορτσ τηατ τηερε ωερε 118 πριϖατε Μ&Α 

εξιτσ οφ βυψουτ−βαχκεδ χοmπανιεσ, ωιτη 35 δεαλσ δισχλοσινγ ϖαλυεσ 

τοταλινγ ∃24.6 βιλλιον. Τηε Μ&Α εξιτσ χουντ ωασ δοων φροm 140 ιν τηε 

irst quarter, but the announced value increased from $15.6 billion. 

There were three buyout-backed IPOs loating an aggregate $1.6 

billion—a recovery from no IPOs in the irst quarter. 

ςεντυρε−βαχκεδ Μ&Α εξιτσ τοταλεδ 64 τρανσαχτιονσ, ωιτη 11 δισχλοσ−

ινγ α τοταλ δολλαρ ϖολυmε οφ ∃9.0 βιλλιον. Τηε νυmβερ οφ πριϖατε σαλε 

exits declined from 91 in the irst quarter, but the announced dol−

lar volume increased from the irst quarter’s $5.2 billion, driven by 

α σινγλε ∃5.8 βιλλιον βιοτεχηνολογψ εξιτ. Τηερε ωερε 12 ςΧ−βαχκεδ 

IPOs in the second quarter with a combined loat of $893.9 million. 

For comparison, the irst quarter of 2016 had 6 IPOs and total issu−

ανχε οφ ∃574.5 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 ϑυνε 30, 2016

Θυαρτερ ΨΤD Ψεαρ 3 Ψεαρσ 5 Ψεαρσ 10 Ψεαρσ 15 Ψεαρσ

Ηεδγε Φυνδ−οφ−Φυνδσ Dαταβασε 0.78 −2.18 −5.26 2.32 2.94 3.43 4.56

ΧΣ Ηεδγε Φυνδ Ινδεξ 0.59 −1.62 −4.23 2.49 2.88 4.17 5.69

ΧΣ Εθυιτψ Μαρκετ Νευτραλ −3.17 −3.52 −1.49 1.02 1.13 −2.43 0.72

ΧΣ Χονϖερτιβλε Αρβιτραγε 2.65 2.24 0.10 1.16 2.48 3.90 4.52

ΧΣ Φιξεδ Ινχοmε Αρβιτραγε 1.02 −0.21 −0.37 2.37 4.07 3.25 4.17

ΧΣ Μυλτι−Στρατεγψ 1.24 0.65 1.23 5.90 5.99 5.51 6.68

ΧΣ Dιστρεσσεδ 1.95 −0.04 −5.25 1.41 3.17 4.08 6.93

ΧΣ Ρισκ Αρβιτραγε 0.58 2.71 0.73 1.55 1.46 3.46 3.49

ΧΣ Εϖεντ−Dριϖεν Μυλτι−Στρατεγψ 2.24 −3.46 −12.43 −0.49 0.32 3.98 5.92

ΧΣ Λονγ/Σηορτ Εθυιτψ −1.21 −5.01 −5.00 4.53 4.00 4.73 5.86

ΧΣ Dεδιχατεδ Σηορτ Βιασ −6.32 −7.16 4.31 −8.41 −10.15 −9.89 −7.63

ΧΣ Γλοβαλ Μαχρο 0.71 −1.54 −3.86 1.54 3.11 5.75 8.15

ΧΣ Μαναγεδ Φυτυρεσ −2.22 2.03 5.37 6.54 2.34 4.20 5.59

ΧΣ Εmεργινγ Μαρκετσ 1.77 0.52 −2.43 2.39 2.21 4.50 7.85

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

Χαυτιον ασ Βριταννια Wαιϖεσ τηε Ρυλε

ΗΕDΓΕ ΦΥΝDΣ |  ϑιm ΜχΚεε

Αmιδ τηε συδδεν δισορδερ χαυσεδ βψ Βρεξιτ, αλρεαδψ χαυτιουσ 

hedge funds mistrustful of the irst quarter’s skittishness were 
ρελατιϖελψ υναφφεχτεδ ανδ εκεδ ουτ mοδεστ γαινσ, ον αϖεραγε. 

Ρεπρεσεντινγ α παπερ πορτφολιο οφ ηεδγε φυνδ ιντερεστσ ωιτηουτ 

ιmπλεmεντατιον χοστσ, τηε Χρεδιτ Συισσε Ηεδγε Φυνδ Ινδεξ (ΧΣ 

ΗΦΙ) γαινεδ 0.59%. Τηε mεδιαν mαναγερ ιν τηε Χαλλαν Ηεδγε 

Φυνδ−οφ−Φυνδσ Dαταβασε εδγεδ αηεαδ 0.78%, νετ οφ αλλ φεεσ. 

Ρετυρνσ αχροσσ υνδερλψινγ στρατεγιεσ, ηοωεϖερ, ωερε ϖαριεδ. Τηε 

στρονγεστ περφορmερσ ωερε Χονϖερτιβλε Αρβ (+2.65%), Εϖεντ−

Dριϖεν Μυλτι−Στρατεγψ (+2.24%), ανδ Dιστρεσσεδ (+1.95%), ασ 

τηειρ χρεδιτ εξποσυρεσ mενδεδ στρονγλψ φροm ωεακνεσσ ιν τηε 

πριορ θυαρτερ. Εmεργινγ Μαρκετσ (+1.77%) ανδ Φιξεδ Ινχοmε 

Αρβ (+1.02%) also regained ground from irst-quarter losses. 

Ασιδε φροm τηε ενδανγερεδ σπεχιεσ οφ Σηορτ Βιασ mαναγερσ 

(−6.32%), τηε θυαρτερ�σ mοστ νοταβλε λοσερ ωασ Εθυιτψ Μαρκετ 

Νευτραλ (-3.17%), caught lat-footed by shifting risk appetites sur−
ρουνδινγ Βρεξιτ. Συφφερινγ φροm ρανγε−βουνδ mαρκετσ εαρλιερ ιν 

τηε θυαρτερ, Μαναγεδ Φυτυρεσ λοστ 2.22% ωηιλε Γλοβαλ Μαχρο σαλ−

ϖαγεδ α 0.71% γαιν. Τηε αϖεραγε Λονγ/Σηορτ Εθυιτψ φελλ 1.21%, 

τραιλινγ τηε Σ&Π 500 (+2.46%) φορ τηε τηιρδ χονσεχυτιϖε θυαρτερ.

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

mεντσ ονλψ mαργιναλλψ αφφεχτεδ ινϖεστmεντ στψλεσ ιν τηε σεχονδ 

θυαρτερ. Φορ ινστανχε, δεσπιτε τηε στοχκ ραλλψ ατ θυαρτερ ενδ, 

τηε mεδιαν Χαλλαν Λονγ/Σηορτ Εθυιτψ ΦΟΦ (+0.28%) τραιλεδ τηε 

Χαλλαν Αβσολυτε Ρετυρν ΦΟΦ (+0.89%). Wιτη εξποσυρεσ το βοτη 

νον−διρεχτιοναλ ανδ διρεχτιοναλ στψλεσ, τηε Core Diversiied FOF 
γαινεδ 0.95%.

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

 10th Percentile 1.75 2.56 2.95

 25th Percentile 1.27 1.46 1.37

 Median 0.89 0.95 0.28

 75th Percentile 0.54 0.54 -0.30

 90th Percentile 0.01 -0.19 -1.26

 T-Bills + 5% 1.30 1.30 1.30

Sources: Callan, Merrill Lynch

-2%

0%

2%

4%

Χαλλαν Στψλε Γρουπ Θυαρτερλψ Ρετυρνσ



21Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

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.

In a tumultuous irst quarter, the Callan DC IndexΤΜ εαρνεδ ϕυστ  

0.38%, λαγγινγ τηε Αγε 45 Ταργετ Dατε Φυνδ, ωηιχη γαινεδ 

νεαρλψ 1%. Οϖερ τηε παστ τηρεε ψεαρσ τηε Ινδεξ ηασ περφορmεδ ιν 

λινε ωιτη τηε Αγε 45 φυνδ; ηοωεϖερ, σινχε ινχεπτιον, ιτ ηασ τραιλεδ 

ωιτη ϕυστ 5.09% αννυαλλψ ϖερσυσ τηε Αγε 45 φυνδ�σ 5.70% ρετυρν.

For the quarter, DC plan balances grew 0.85%. Inlows—par−
τιχιπαντ ανδ πλαν σπονσορ χοντριβυτιονσ�αδδεδ σλιγητλψ mορε το 

τοταλ γροωτη (+0.475%) τηαν mαρκετ περφορmανχε (+0.375%). 

Ασ υσυαλ, ταργετ δατε φυνδσ αττραχτεδ τηε mαϕοριτψ οφ ασσετσ δυρινγ 

the quarter, approximately 72 cents of every dollar that lowed 
ιντο DΧ φυνδσ. Ταργετ δατε φυνδσ γρεω το τηειρ λαργεστ αλλοχατιον 

ψετ, χοmmανδινγ 26.1% οφ τοταλ DΧ ασσετσ ιν τηε θυαρτερ. Τηε 

γροωτη σεεmσ το βε ατ τηε εξπενσε οφ Υ.Σ. εθυιτψ, ωηιχη χον−

τραχτεδ το 23.4% οφ τοταλ ασσετσ.

Stable value was the only other asset class with sizable inlows; 
this asset class typically attracts lows when markets are weak 
ορ παρτιχυλαρλψ ϖολατιλε. Σεϖεραλ DΧ ινϖεστmεντσ σαω mατεριαλ νετ 

outlows, including U.S. equities (large and small/mid cap), U.S./
global balanced, U.S. ixed income, non-U.S. equities, and com−

πανψ στοχκ.

Οϖεραλλ τυρνοϖερ (ι.ε., νετ τρανσφερ αχτιϖιτψ λεϖελσ ωιτηιν DΧ πλανσ) 

ωασ ον παρ ωιτη λαστ θυαρτερ (0.46%) ατ 0.44%. Τυρνοϖερ ηασ 

βεεν ωελλ βελοω τηε ηιστοριχαλ αϖεραγε οφ 0.64% σινχε mιδ−2014.

Τηε Χαλλαν DΧ Ινδεξ�σ οϖεραλλ εθυιτψ αλλοχατιον ενδεδ τηε θυαρ−

τερ ατ 69%. Οϖεραλλ εθυιτψ αλλοχατιον ηασ ρεmαινεδ φαιρλψ στατιχ 

οϖερ τηε παστ φεω θυαρτερσ, mοδεστλψ αβοϖε τηε Ινδεξ�σ ηιστοριχαλ 

αϖεραγε (67%). 

Ταργετ Dατε Φυνδσ Χοντινυε το Ρυλε

DΕΦΙΝΕD ΧΟΝΤΡΙΒΥΤΙΟΝ |  Τοm Σζκωαρλα

Νετ Χαση Φλοω Αναλψσισ (Φιρστ Θυαρτερ 2016)∗ 

(Τοπ Τωο ανδ Βοττοm Τωο Ασσετ Γατηερερσ)

Ασσετ Χλασσ

Φλοωσ ασ % οφ

Τοταλ Νετ Φλοωσ

Ταργετ Dατε Φυνδσ 71.60%

Σταβλε ςαλυε 15.57%

Υ.Σ. Σmαλλ/Μιδ Χαπ −23.49%

Υ.Σ. Λαργε Χαπ −29.02%

Τοταλ Τυρνοϖερ∗∗ 0.44%

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. 
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Actual vs Target Asset Allocation
As of June 30, 2016

The top left chart shows the Fund’s asset allocation as of June 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
34%

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         244,809   33.8%   34.0% (0.2%) (1,265)
International Equity         170,767   23.6%   25.0% (1.4%) (10,170)
Fixed Income         194,351   26.9%   27.0% (0.1%) (1,061)
Real Estate          64,353    8.9%    9.0% (0.1%) (785)
Infrastructure          47,412    6.6%    5.0%    1.6%          11,225
Cash           2,056    0.3%    0.0%    0.3%           2,056
Total         723,748  100.0%  100.0%

Asset Class Weights vs CAI Public Fund Sponsor Database
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10th Percentile 52.11 40.36 4.05 17.48 24.64
25th Percentile 44.58 33.46 2.04 12.34 21.41

Median 36.25 27.44 1.09 10.25 18.59
75th Percentile 29.74 20.67 0.29 7.25 14.58
90th Percentile 22.12 14.45 0.10 5.20 11.00

Fund 33.83 26.85 0.28 15.44 23.59

Target 34.00 27.00 0.00 14.00 25.00

% Group Invested 98.94% 97.87% 68.62% 62.23% 97.34%

* Current Quarter Target = 27.0% Barclays Aggregate Index, 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 June 30, 2016, with the
distribution as of March 31, 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

June 30, 2016 March 31, 2016

Market Value Weight Net New Inv. Inv. Return Market Value Weight
Domestic Equity $244,809,003 33.83% $(109,997,390) $9,378,478 $345,427,915 48.54%

Large Cap Equity $185,793,344 25.67% $(84,913,089) $6,179,346 $264,527,087 37.17%
Transition Account [1] 10,600 0.00% (900,115) 910,715 - -
Alliance S&P Index 55,522,224 7.67% (28,941,020) 1,323,772 83,139,472 11.68%
PIMCO StocksPLUS 29,161,572 4.03% (9,656,861) 977,320 37,841,114 5.32%
BlackRock Russell 1000 Value 51,094,305 7.06% (24,112,424) 2,764,797 72,441,932 10.18%
T. Rowe Price Large Cap Growth 50,004,643 6.91% (21,302,668) 202,741 71,104,569 9.99%

Small/Mid Cap Equity $59,015,659 8.15% $(25,084,301) $3,199,133 $80,900,828 11.37%
Champlain Mid Cap 29,642,483 4.10% (14,762,052) 2,194,167 42,210,368 5.93%
Pyramis Small Cap 29,373,176 4.06% (10,322,249) 1,004,965 38,690,460 5.44%

International Equity $170,767,277 23.59% $81,984,221 $1,334,222 $87,448,834 12.29%
Causeway International Opportunities (3) 68,070,332 9.41% 18,210,552 (1,058,703) 50,918,483 7.16%
Aberdeen EAFE Plus 70,125,135 9.69% 31,032,917 2,561,867 36,530,351 5.13%
American Century Non-US SC [2] 32,571,810 4.50% 32,740,751 (168,942) - -

Fixed Income $194,350,648 26.85% $21,018,772 $6,695,988 $166,635,889 23.42%
BlackRock U.S. Debt Fund 71,998,579 9.95% 6,679,235 1,569,510 63,749,833 8.96%
PIMCO Fixed Income 122,352,070 16.91% 14,339,536 5,126,478 102,886,056 14.46%

Real Estate $64,352,850 8.89% $(178,483) $1,153,247 $63,378,085 8.91%
JP Morgan Strategic Property Fund 46,510,048 6.43% (112,422) 921,706 45,700,763 6.42%
JP Morgan Income and Growth Fund 17,842,802 2.47% (66,061) 231,541 17,677,322 2.48%

Infrastructure $47,412,106 6.55% $(474,004) $1,498,689 $46,387,420 6.52%
Macquarie European Infrastructure 21,673,650 2.99% (558,766) 505,583 21,726,832 3.05%
SteelRiver Infrastructure 25,738,456 3.56% 84,761 993,107 24,660,588 3.47%

Cash Composite $2,056,478 0.28% $(275,293) $1,237 $2,330,534 0.33%
Cash 2,056,478 0.28% (275,293) 1,237 2,330,534 0.33%

Total Plan $723,748,362 100.0% $(7,922,178) $20,061,863 $711,608,678 100.0%

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

[2] American Century was funded May 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 June 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 June 30, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Gross of Fees

Domestic Equity 2.88% 1.24% 11.81% 12.16% 7.19%
  Total Domestic Equity Target (1) 2.70% 2.28% 11.02% 11.56% 7.44%

Large Cap Equity 2.37% 1.60% 11.72% 12.05% 6.68%
  S&P 500 Index 2.46% 3.99% 11.66% 12.10% 7.42%

Alliance S&P Index 2.37% 3.97% 11.62% 12.07% 7.47%

PIMCO StocksPLUS 2.94% 2.68% 12.12% 13.18% 9.31%

  S&P 500 Index 2.46% 3.99% 11.66% 12.10% 7.42%

BlackRock Russell 1000 Value Index 4.35% 2.75% 9.92% 11.40% 6.27%

  Russell 1000 Value Index 4.58% 2.86% 9.87% 11.35% 6.13%

T. Rowe Price Large Cap Growth 0.13% (2.64%) 13.25% 12.96% 9.65%

  Russell 1000 Growth Index 0.61% 3.02% 13.07% 12.35% 8.78%

Small/Mid Cap Equity U.S. Equity 4.77% 0.17% 12.15% 12.39% 8.99%
  Russell 2500 Index 3.57% (3.67%) 8.61% 9.48% 7.32%

Champlain Mid Cap 6.26% 4.64% 13.35% 12.52% 11.38%

  Russell MidCap Index 3.18% 0.56% 10.80% 10.90% 8.07%

Pyramis Small Cap 3.20% (4.41%) 10.78% 12.12% 9.51%

  Russell 2000 Index 3.79% (6.73%) 7.09% 8.35% 6.20%

International Equity 1.83% (9.40%) 1.15% 0.73% 1.98%
  MSCI ACWI x US (Net) (0.64%) (10.24%) 1.16% 0.10% 1.87%

Causeway International Opportunities (3) (0.62%) (11.66%) 2.20% 3.04% 3.55%

  Causeway Linked Index (3) (0.64%) (9.42%) 2.35% 1.85% 1.66%

Aberdeen EAFE Plus 3.73% (7.60%) (0.63%) 0.96% 3.92%

  MSCI ACWI x US (Net) (0.64%) (10.24%) 1.16% 0.10% 1.87%

Fixed Income 3.76% 6.39% 4.89% 4.95% 6.05%
  Barclays Aggregate Index 2.21% 6.00% 4.06% 3.76% 5.13%

BlackRock U.S. Debt Fund 2.26% 6.13% 4.19% 3.90% 5.27%

  Barclays Aggregate Index 2.21% 6.00% 4.06% 3.76% 5.13%

PIMCO Fixed Income 4.70% 6.55% 5.33% 5.74% 6.71%

  Custom Index (2) 3.56% 7.28% 5.45% 5.27% 6.35%

(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 June 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 June 30, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Gross of Fees

Real Estate 1.82% 10.80% 12.66% 13.11% 5.68%
  NFI-ODCE Value Weight Gr 2.13% 11.82% 13.00% 12.72% 6.17%

JP Morgan Strategic Property Fund 2.02% 11.10% 12.84% 12.92% 6.89%
  NFI-ODCE Value Weight Gr 2.13% 11.82% 13.00% 12.72% 6.17%

JP Morgan Income and Growth Fund 1.32% 10.06% 12.61% 16.19% 3.83%
  NFI-ODCE Value Weight Gr 2.13% 11.82% 13.00% 12.72% 6.17%

Infrastructure 3.26% 12.61% 8.40% 6.81% -
  CPI + 4% 2.28% 4.65% 4.77% 5.13% 5.72%

Macquarie European Infrastructure 2.38% 6.82% 3.43% 4.73% -
SteelRiver Infrastructure 4.02% 17.75% 13.91% 9.17% -
  CPI + 4% 2.28% 4.65% 4.77% 5.13% 5.72%

Cash Composite 0.06% 0.12% 0.04% 0.04% 1.17%

Total Fund 2.84% 2.33% 8.61% 8.54% 6.23%
Total Fund Benchmark* 1.46% 1.82% 7.51% 7.64% 6.02%

* Current Quarter Target = 27.0% Barclays Aggregate Index, 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 June 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.

FY 2016 FY 2015 FY 2014 FY 2013 FY 2012

Gross of Fees

Domestic Equity 1.24% 9.01% 26.67% 23.35% 2.92%
  Total Domestic Equity Target (1) 2.28% 7.15% 24.84% 21.70% 3.77%

Large Cap Equity 1.60% 7.96% 27.15% 22.41% 3.48%
  S&P 500 Index 3.99% 7.42% 24.61% 20.60% 5.45%

Alliance S&P Index 3.97% 7.43% 24.50% 20.51% 5.48%

PIMCO StocksPLUS 2.68% 7.57% 27.61% 24.51% 5.80%

  S&P 500 Index 3.99% 7.42% 24.61% 20.60% 5.45%

BlackRock Russell 1000 Value Index 2.75% 4.34% 23.88% 25.36% 3.07%

  Russell 1000 Value Index 2.86% 4.13% 23.81% 25.32% 3.01%

T. Rowe Price Large Cap Growth (2.64%) 12.35% 32.80% 20.37% 5.19%

  Russell 1000 Growth Index 3.02% 10.56% 26.92% 17.07% 5.76%

Small/Mid Cap Equity U.S. Equity 0.17% 12.68% 24.97% 26.35% 0.64%
  Russell 2500 Index (3.67%) 5.92% 25.58% 25.61% (2.29%)

Champlain Mid Cap 4.64% 10.27% 26.20% 22.88% 0.78%

  Russell MidCap Index 0.56% 6.63% 26.85% 25.41% (1.65%)

Pyramis Small Cap (4.41%) 15.07% 23.59% 29.74% 0.44%

  Russell 2000 Index (6.73%) 6.49% 23.64% 24.21% (2.08%)

International Equity (9.40%) (5.79%) 21.26% 17.18% (14.49%)
  MSCI ACWI x US (Net) (10.24%) (5.26%) 21.75% 13.63% (14.57%)

Causeway International Opportunities (3) (11.66%) (2.38%) 23.76% 22.07% (10.83%)

  Causeway Linked Index (3) (9.42%) (4.22%) 23.57% 18.62% (13.83%)

Aberdeen EAFE Plus (7.60%) (10.16%) 18.20% 11.69% (4.27%)

  MSCI ACWI x US (Net) (10.24%) (5.26%) 21.75% 13.63% (14.57%)

Fixed Income 6.39% 0.78% 7.64% 1.84% 8.32%
  Barclays Aggregate Index 6.00% 1.86% 4.37% (0.69%) 7.47%

BlackRock U.S. Debt Fund 6.13% 1.99% 4.49% (0.48%) 7.55%

  Barclays Aggregate Index 6.00% 1.86% 4.37% (0.69%) 7.47%

PIMCO Fixed Income 6.55% 0.05% 9.60% 3.27% 9.56%

  Custom Index (2) 7.28% 0.75% 8.48% 2.41% 7.63%

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

2500 Index.

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

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

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

(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 June 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.

FY 2016 FY 2015 FY 2014 FY 2013 FY 2012

Gross of Fees

Real Estate 10.80% 13.92% 13.27% 16.00% 11.63%
  NFI-ODCE Value Weight Gr 11.82% 14.43% 12.75% 12.17% 12.42%

JP Morgan Strategic Property Fund 11.10% 13.37% 14.08% 14.08% 12.00%
  NFI-ODCE Value Weight Gr 11.82% 14.43% 12.75% 12.17% 12.42%

JP Morgan Income and Growth Fund 10.06% 16.19% 11.66% 25.49% 18.15%
  NFI-ODCE Value Weight Gr 11.82% 14.43% 12.75% 12.17% 12.42%

Infrastructure 12.61% (2.75%) 16.31% 3.27% 5.68%
  CPI + 4% 4.65% 3.62% 6.05% 5.76% 5.58%

Macquarie European Infrastructure 6.82% (9.64%) 14.63% 13.28% 0.54%
SteelRiver Infrastructure 17.75% 5.97% 18.46% (7.19%) 13.03%
  CPI + 4% 4.65% 3.62% 6.05% 5.76% 5.58%

Cash Composite 0.12% 0.00% 0.00% 0.05% 0.03%

Total Fund 2.33% 4.63% 19.64% 14.84% 2.40%
Total Fund Benchmark* 1.82% 4.34% 16.97% 12.87% 3.04%

* Current Quarter Target = 27.0% Barclays Aggregate Index, 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 June 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 June 30, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Net of Fees

Domestic Equity 2.78% 0.94% 11.49% 11.79% 6.79%
  Total Domestic Equity Target (1) 2.70% 2.28% 11.02% 11.56% 7.44%

Large Cap Equity 2.33% 1.44% 11.56% 11.86% 6.43%
  S&P 500 Index 2.46% 3.99% 11.66% 12.10% 7.42%

Alliance S&P Index 2.36% 3.93% 11.58% 12.02% 7.42%

PIMCO StocksPLUS 2.94% 2.68% 12.12% 13.00% 9.19%

  S&P 500 Index 2.46% 3.99% 11.66% 12.10% 7.42%

BlackRock Russell 1000 Value Index 4.33% 2.71% 9.88% 11.38% 6.25%

  Russell 1000 Value Index 4.58% 2.86% 9.87% 11.35% 6.13%

T. Rowe Price Large Cap Growth 0.01% (3.13%) 12.74% 12.43% 9.12%

  Russell 1000 Growth Index 0.61% 3.02% 13.07% 12.35% 8.78%

Small/Mid Cap Equity U.S. Equity 4.49% (0.61%) 11.27% 11.51% 8.15%
  Russell 2500 Index 3.57% (3.67%) 8.61% 9.48% 7.32%

Champlain Mid Cap 6.05% 3.76% 12.40% 11.57% 10.45%

  Russell MidCap Index 3.18% 0.56% 10.80% 10.90% 8.07%

Pyramis Small Cap 2.83% (5.10%) 9.98% 11.30% 8.71%

  Russell 2000 Index 3.79% (6.73%) 7.09% 8.35% 6.20%

International Equity 1.66% (10.04%) 0.44% 0.00% 1.20%
  MSCI ACWI x US (Net) (0.64%) (10.24%) 1.16% 0.10% 1.87%

Causeway International Opportunities (3) (0.78%) (12.24%) 1.54% 2.37% 2.87%

  Causeway Linked Index (3) (0.64%) (9.42%) 2.35% 1.85% 1.66%

Aberdeen EAFE Plus 3.56% (8.32%) (1.42%) 0.16% 3.10%

  MSCI ACWI x US (Net) (0.64%) (10.24%) 1.16% 0.10% 1.87%

Fixed Income 3.68% 6.06% 4.56% 4.62% 5.77%
  Barclays Aggregate Index 2.21% 6.00% 4.06% 3.76% 5.13%

BlackRock U.S. Debt Fund 2.24% 6.09% 4.15% 3.87% 5.25%

  Barclays Aggregate Index 2.21% 6.00% 4.06% 3.76% 5.13%

PIMCO Fixed Income 4.57% 6.04% 4.82% 5.25% 6.28%

  Custom Index (2) 3.56% 7.28% 5.45% 5.27% 6.35%

(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 June 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 June 30, 2016

Last Last Last
Last Last  3  5  10

Quarter Year Years Years Years

Net of Fees

Real Estate 1.56% 9.64% 11.46% 11.87% 4.45%
  NFI-ODCE Equal Weight Net 1.97% 11.24% 12.08% 11.70% 4.98%

JP Morgan Strategic Property Fund 1.77% 10.02% 11.75% 11.82% 5.84%
  NFI-ODCE Equal Weight Net 1.97% 11.24% 12.08% 11.70% 4.98%

JP Morgan Income and Growth Fund 1.00% 8.69% 11.09% 14.56% 2.20%
  NFI-ODCE Equal Weight Net 1.97% 11.24% 12.08% 11.70% 4.98%

Infrastructure 3.18% 12.30% 7.59% 5.52% -
  CPI + 4% 2.28% 4.65% 4.77% 5.13% 5.72%

Macquarie European Infrastructure 2.38% 6.82% 2.92% 3.70% -
SteelRiver Infrastructure 3.87% 17.13% 12.71% 7.57% -
  CPI + 4% 2.28% 4.65% 4.77% 5.13% 5.72%

Cash Composite 0.06% 0.12% 0.04% 0.04% 1.17%

Total Fund 2.71% 1.89% 8.13% 8.01% 5.70%
Total Fund Benchmark* 1.46% 1.82% 7.51% 7.64% 6.02%

* Current Quarter Target = 27.0% Barclays Aggregate Index, 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 June 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.

FY 2016 FY 2015 FY 2014 FY 2013 FY 2012

Net of Fees

Domestic Equity 0.94% 8.72% 26.30% 22.90% 2.50%
  Total Domestic Equity Target (1) 2.28% 7.15% 24.84% 21.70% 3.77%

Large Cap Equity 1.44% 7.83% 26.95% 22.21% 3.21%
  S&P 500 Index 3.99% 7.42% 24.61% 20.60% 5.45%

Alliance S&P Index 3.93% 7.40% 24.45% 20.46% 5.43%

PIMCO StocksPLUS 2.68% 7.57% 27.61% 23.83% 5.56%

  S&P 500 Index 3.99% 7.42% 24.61% 20.60% 5.45%

BlackRock Russell 1000 Value Index 2.71% 4.30% 23.83% 25.35% 3.07%

  Russell 1000 Value Index 2.86% 4.13% 23.81% 25.32% 3.01%

T. Rowe Price Large Cap Growth (3.13%) 11.93% 32.16% 19.79% 4.67%

  Russell 1000 Growth Index 3.02% 10.56% 26.92% 17.07% 5.76%

Small/Mid Cap Equity U.S. Equity (0.61%) 11.80% 24.00% 25.36% (0.16%)
  Russell 2500 Index (3.67%) 5.92% 25.58% 25.61% (2.29%)

Champlain Mid Cap 3.76% 9.33% 25.16% 21.86% (0.08%)

  Russell MidCap Index 0.56% 6.63% 26.85% 25.41% (1.65%)

Pyramis Small Cap (5.10%) 14.24% 22.70% 28.79% (0.31%)

  Russell 2000 Index (6.73%) 6.49% 23.64% 24.21% (2.08%)

International Equity (10.04%) (6.46%) 20.41% 16.34% (15.16%)
  MSCI ACWI x US (Net) (10.24%) (5.26%) 21.75% 13.63% (14.57%)

Causeway International Opportunities (3) (12.24%) (3.01%) 22.98% 21.27% (11.43%)

  Causeway Linked Index (3) (9.42%) (4.22%) 23.57% 18.62% (13.83%)

Aberdeen EAFE Plus (8.32%) (10.90%) 17.28% 10.80% (5.04%)

  MSCI ACWI x US (Net) (10.24%) (5.26%) 21.75% 13.63% (14.57%)

Fixed Income 6.06% 0.46% 7.30% 1.51% 8.03%
  Barclays Aggregate Index 6.00% 1.86% 4.37% (0.69%) 7.47%

BlackRock U.S. Debt Fund 6.09% 1.97% 4.43% (0.49%) 7.55%

  Barclays Aggregate Index 6.00% 1.86% 4.37% (0.69%) 7.47%

PIMCO Fixed Income 6.04% (0.43%) 9.07% 2.77% 9.15%

  Custom Index (2) 7.28% 0.75% 8.48% 2.41% 7.63%

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

2500 Index.

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

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

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

(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 June 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.

FY 2016 FY 2015 FY 2014 FY 2013 FY 2012

Net of Fees

Real Estate 9.64% 12.74% 12.03% 14.67% 10.34%
  NFI-ODCE Equal Weight Net 11.24% 13.64% 11.37% 10.80% 11.46%

JP Morgan Strategic Property Fund 10.02% 12.28% 12.98% 12.95% 10.90%
  NFI-ODCE Equal Weight Net 11.24% 13.64% 11.37% 10.80% 11.46%

JP Morgan Income and Growth Fund 8.69% 14.74% 9.93% 23.54% 16.49%
  NFI-ODCE Equal Weight Net 11.24% 13.64% 11.37% 10.80% 11.46%

Infrastructure 12.30% (3.82%) 15.32% 1.39% 3.61%
  CPI + 4% 4.65% 3.62% 6.05% 5.76% 5.58%

Macquarie European Infrastructure 6.82% (10.56%) 14.11% 11.61% (1.44%)
SteelRiver Infrastructure 17.13% 4.67% 16.80% (9.28%) 10.85%
  CPI + 4% 4.65% 3.62% 6.05% 5.76% 5.58%

Cash Composite 0.12% (0.00%) 0.00% 0.05% 0.03%

Total Fund 1.89% 4.17% 19.11% 14.21% 1.82%
Total Fund Benchmark* 1.82% 4.34% 16.97% 12.87% 3.04%

* Current Quarter Target = 27.0% Barclays Aggregate Index, 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 - June 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

(5%) 0% 5%

Large Cap Equity 2.28

Small/Mid Cap Equity 1.16

Fixed Income (1.65 )

Real Estate 0.22

Infrastructure 1.46

International Equity (3.47 )

Large Cap Equity

Small/Mid Cap Equity

Fixed Income

Real Estate

Infrastructure

International Equity

Total

Actual vs Target Returns

(2%) 0% 2% 4% 6% 8%

2.37

2.46

4.77

3.57

3.76

2.21

1.82

2.13

3.26

2.28

1.83

(0.70 )

2.84

1.46

Actual Target

Relative Attribution by Style Class

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

0.05
0.09
0.14

0.15
0.05

0.19

0.37
0.01

0.38

(0.03 )
(0.00 )

(0.03 )

0.06
0.01

0.08

0.50
0.12

0.62

1.10
0.28

1.38

Manager Effect Style Allocation Total

Relative Attribution Effects for Quarter ended June 30, 2016

Effective Effective Total
Actual Target Actual Target Manager Style Relative

Style Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 32% 29% 2.37% 2.46% 0.05% 0.09% 0.14%
Small/Mid Cap Equity 10% 9% 4.77% 3.57% 0.15% 0.05% 0.19%
Fixed Income 25% 27% 3.76% 2.21% 0.37% 0.01% 0.38%
Real Estate 9% 9% 1.82% 2.13% (0.03%) (0.00%) (0.03%)
Infrastructure 6% 5% 3.26% 2.28% 0.06% 0.01% 0.08%
International Equity 18% 22% 1.83% (0.70%) 0.50% 0.12% 0.62%

Total = + +2.84% 1.46% 1.10% 0.28% 1.38%

* Current Quarter Target = 27.0% Barclays Aggregate Index, 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 - June 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
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Cumulative Relative Attribution Effects
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2015 2016

Manager Effect
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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 37% 34% 1.60% 3.99% (0.80%) 0.06% (0.73%)
Small/Mid Cap Equity 11% 10% 0.17% (3.67%) 0.47% (0.09%) 0.38%
Fixed Income 24% 26% 6.39% 6.00% 0.08% (0.19%) (0.11%)
Real Estate 9% 8% 10.80% 11.82% (0.08%) (0.01%) (0.09%)
Infrastructure 6% 5% 12.61% 4.65% 0.48% (0.02%) 0.46%
International Equity 14% 17% (9.40%) (10.30%) 0.31% 0.30% 0.61%

Total = + +2.33% 1.82% 0.46% 0.06% 0.51%

* Current Quarter Target = 27.0% Barclays Aggregate Index, 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 - June 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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Effective Effective Total
Actual Target Actual Target Manager Style Relative

Style Class Weight Weight Return Return Effect Allocation Return
Large Cap Equity 37% 36% 12.05% 12.10% 0.01% 0.05% 0.05%
Small/Mid Cap Equity 11% 10% 12.39% 9.48% 0.31% (0.01%) 0.30%
Fixed Income 24% 26% 4.95% 3.81% 0.28% 0.02% 0.31%
Real Estate 8% 8% 13.11% 12.72% 0.03% (0.05%) (0.03%)
Infrastructure 6% 5% 6.81% 5.13% 0.11% (0.06%) 0.05%
International Equity 14% 15% 0.73% 0.09% 0.13% 0.08% 0.21%

Total = + +8.54% 7.64% 0.87% 0.03% 0.90%

* Current Quarter Target = 27.0% Barclays Aggregate Index, 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.

Cumulative Returns Actual vs Target
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Squares represent membership of the CAI Public Fund Sponsor Database

* Current Quarter Target = 27.0% Barclays Aggregate Index, 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 June 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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90th Percentile (1.97) 4.57 4.94 7.39
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Asset Allocation Adjusted Ranking

R
e

tu
rn

s

(2%)

0%

2%

4%

6%

8%

10%

12%

14%

Last Last Last Last
Year 3 Years 5 Years 7 Years

(38)
(52)

(19)

(76)

(17)

(71)

(32)
(70)

10th Percentile 3.67 8.76 8.78 11.64
25th Percentile 2.88 8.49 8.36 11.10

Median 1.91 8.07 8.09 10.70
75th Percentile 0.76 7.58 7.52 10.12
90th Percentile (0.35) 7.03 7.11 9.61
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* Current Quarter Target = 27.0% Barclays Aggregate Index, 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 June 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 2.84% return for the quarter placing it in the 4 percentile of the CAI Public Fund Sponsor
Database group for the quarter and in the 10 percentile for the last year.

Total Fund’s portfolio outperformed the Total Fund Benchmark by 1.38% for the quarter and outperformed the Total
Fund Benchmark for the year by 0.51%.

Performance vs CAI Public Fund Sponsor Database (Gross)

(4%)

(2%)

0%

2%

4%

6%

8%

10%

12%

Last Quarter Last Last 3 Years Last 5 Years Last 10 Years Last 27-3/4
Year Years

(4)

(60)

(10)
(20)

(1)

(11)

(2)

(9)

(16)(26)

(62)
(42)

10th Percentile 2.31 2.31 7.70 7.53 6.46 9.08
25th Percentile 1.93 1.56 7.06 7.02 6.03 8.83

Median 1.62 0.54 6.39 6.42 5.65 8.41
75th Percentile 1.24 (0.81) 5.51 5.70 5.19 8.17
90th Percentile 0.98 (1.97) 4.57 4.94 4.55 7.83

Total Fund 2.84 2.33 8.61 8.54 6.23 8.26

Total Fund
Benchmark 1.46 1.82 7.51 7.64 6.02 8.56

Relative Return vs Total Fund Benchmark

R
e
la

ti
v
e

 R
e

tu
rn

s

(2%)

(1%)

0%

1%

2%

2011 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 12 14
0%

2%

4%

6%

8%

10%

12%

Total Fund

Total Fund Benchmark

Standard Deviation

R
e

tu
rn

s

 40
Tucson Supplemental Retirement System



D
o

m
e

s
tic

 E
q

u
ity

Domestic Equity



Domestic Equity
Period Ended June 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 2.88% return for the quarter placing it in the 19 percentile of the Pub Pln- Domestic
Equity group for the quarter and in the 44 percentile for the last year.

Domestic Equity’s portfolio outperformed the Total Domestic Equity Target by 0.18% for the quarter and
underperformed the Total Domestic Equity Target for the year by 1.04%.

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 June 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 2.37% return for the quarter placing it in the 29 percentile of the CAI Large Cap
Core group for the quarter and in the 20 percentile for the last year.

Alliance S&P Index’s portfolio underperformed the S&P 500 Index by 0.08% for the quarter and underperformed the
S&P 500 Index for the year by 0.02%.

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 June 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 2.94% return for the quarter placing it in the 24 percentile of the CAI Large
Capitalization group for the quarter and in the 22 percentile for the last year.

PIMCO StocksPLUS’s portfolio outperformed the S&P 500 Index by 0.48% for the quarter and underperformed the S&P
500 Index for the year by 1.31%.

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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Cumulative and Quarterly Relative Return vs S&P 500 Index
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BlackRock Russell 1000 Value
Period Ended June 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 4.35% return for the quarter placing it in the 17 percentile of the CAI
Large Cap Value group for the quarter and in the 20 percentile for the last year.

BlackRock Russell 1000 Value’s portfolio underperformed the Russell 1000 Value Index by 0.24% for the quarter and
underperformed the Russell 1000 Value Index for the year by 0.11%.

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 June 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 0.13% return for the quarter placing it in the 50 percentile of the
CAI Large Cap Growth group for the quarter and in the 81 percentile for the last year.

T. Rowe Price Large Cap Growth’s portfolio underperformed the Russell 1000 Growth Index by 0.49% for the quarter
and underperformed the Russell 1000 Growth Index for the year by 5.67%.

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)

(60%)

(40%)

(20%)

0%

20%

40%

60%

80%

12/15- 6/16 2015 2014 2013 2012 2011 2010 2009 2008 2007

90
12

1260 8629

1
74

1259
5520

5053

4

38

6040

8070

10th Percentile 1.91 10.89 15.27 41.28 19.23 4.31 23.44 47.80 (33.82) 23.57
25th Percentile 0.15 8.58 13.65 37.52 17.30 2.12 19.04 41.11 (36.57) 20.07

Median (1.72) 6.43 11.83 35.60 16.14 (0.28) 16.77 34.39 (39.49) 16.01
75th Percentile (3.61) 3.77 10.23 33.15 14.05 (3.30) 13.37 29.79 (42.96) 11.13
90th Percentile (6.25) 2.18 8.44 30.57 12.87 (4.87) 12.24 25.86 (46.98) 7.46

T. Rowe Price
Large Cap Growth (6.22) 10.69 9.27 45.54 18.63 (1.19) 16.79 54.25 (40.39) 9.42

Russell 1000
Growth Index 1.36 5.67 13.05 33.48 15.26 2.64 16.71 37.21 (38.44) 11.81

Cumulative and Quarterly Relative Return vs Russell 1000 Growth Index

R
e

la
ti
v
e

 R
e

tu
rn

s

(10%)

(5%)

0%

5%

10%

15%

2011 2012 2013 2014 2015 2016

T. Rowe Price Large Cap Growth CAI Large Cap Growth

Risk Adjusted Return Measures vs Russell 1000 Growth Index
Rankings Against CAI Large Cap Growth (Gross)
Five Years Ended June 30, 2016

(10)

(5)

0

5

10

15

20

Alpha Treynor
Ratio

(44)

(42)

10th Percentile 1.72 14.20
25th Percentile (0.25) 11.93

Median (1.56) 10.60
75th Percentile (2.88) 9.27
90th Percentile (4.32) 8.21

T. Rowe Price
Large Cap Growth (1.33) 10.87

(2.0)

(1.5)

(1.0)

(0.5)

0.0

0.5

1.0

1.5

Information Sharpe Excess Return
Ratio Ratio Ratio

(35)

(52)

(25)

10th Percentile 0.51 1.06 0.44
25th Percentile (0.07) 0.92 0.10

Median (0.51) 0.82 (0.21)
75th Percentile (0.95) 0.71 (0.50)
90th Percentile (1.25) 0.62 (0.77)

T. Rowe Price
Large Cap Growth (0.26) 0.81 0.10

 51
Tucson Supplemental Retirement System



Champlain Mid Cap
Period Ended June 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 6.26% return for the quarter placing it in the 3 percentile of the CAI Mid
Capitalization group for the quarter and in the 5 percentile for the last year.

Champlain Mid Cap’s portfolio outperformed the Russell MidCap Index by 3.07% for the quarter and outperformed the
Russell MidCap Index for the year by 4.08%.

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 June 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 3.20% return for the quarter placing it in the 43 percentile of the CAI Small
Capitalization group for the quarter and in the 42 percentile for the last year.

Pyramis Small Cap’s portfolio underperformed the Russell 2000 Index by 0.59% for the quarter and outperformed the
Russell 2000 Index for the year by 2.32%.

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 June 30, 2016

Quarterly Summary and Highlights
International Equity’s portfolio posted a 1.83% return for the quarter placing it in the 1 percentile of the Pub Pln-
International Equity group for the quarter and in the 58 percentile for the last year.

International Equity’s portfolio outperformed the MSCI ACWI ex US by 2.47% for the quarter and outperformed the
MSCI ACWI ex US for the year by 0.84%.

Performance vs Pub Pln- International Equity (Gross)
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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 June 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 (0.62)% return for the quarter placing it in the 32 percentile of
the CAI Non-U.S. Equity Style group for the quarter and in the 77 percentile for the last year.

Causeway International Opportunities’s portfolio outperformed the Causeway Linked Index by 0.02% for the quarter
and underperformed the Causeway Linked Index for the year by 2.24%.

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 June 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 3.73% return for
the quarter placing it in the 1 percentile of the CAI Non-U.S.
Equity Style group for the quarter and in the 35 percentile for
the last year.

Aberdeen EAFE Plus’s portfolio outperformed the MSCI
ACWI ex US by 4.38% for the quarter and outperformed the
MSCI ACWI ex US for the year by 2.64%.

Quarterly Asset Growth

Beginning Market Value $36,530,351

Net New Investment $31,032,917

Investment Gains/(Losses) $2,561,867

Ending Market Value $70,125,135

Percent Cash: 0.0%

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

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

Performance vs CAI Non-U.S. Equity Style (Gross)
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 62
Tucson Supplemental Retirement System



F
ix

e
d

 In
c
o

m
e

Fixed Income



Fixed Income
Period Ended June 30, 2016

Quarterly Summary and Highlights
Fixed Income’s portfolio posted a 3.76% return for the quarter placing it in the 57 percentile of the Corp Pln- Domestic
Fixed group for the quarter and in the 65 percentile for the last year.

Fixed Income’s portfolio outperformed the Barclays Aggregate Index by 1.55% for the quarter and outperformed the
Barclays Aggregate Index for the year by 0.39%.

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

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

Performance vs Corp Pln- Domestic Fixed (Gross)
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BlackRock U.S. Debt Fund
Period Ended June 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 2.26% return for the quarter placing it in the 66 percentile of the CAI
Core Bond Fixed Income group for the quarter and in the 56 percentile for the last year.

BlackRock U.S. Debt Fund’s portfolio outperformed the Barclays Aggregate Index by 0.04% for the quarter and
outperformed the Barclays Aggregate Index for the year by 0.13%.

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

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

Performance vs CAI Core Bond Fixed Income (Gross)
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PIMCO Fixed Income
Period Ended June 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 4.70% return for the quarter placing it in the 1 percentile of the CAI Core Plus
Fixed Income group for the quarter and in the 11 percentile for the last year.

PIMCO Fixed Income’s portfolio outperformed the Custom Index by 1.14% for the quarter and underperformed the
Custom Index for the year by 0.72%.

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.
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Real Estate
Period Ended June 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 1.82% return for the quarter placing it in the 61 percentile of the CAI Total Domestic
Real Estate Database group for the quarter and in the 60 percentile for the last year.

Real Estate’s portfolio underperformed the NFI-ODCE Value Weight Gr by 0.31% for the quarter and underperformed
the NFI-ODCE Value Weight Gr for the year by 1.02%.

Performance vs CAI Total Domestic 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 Domestic Real Estate Database (Net)
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JP Morgan Strategic Property Fund
Period Ended June 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
2.02% return for the quarter placing it in the 40 percentile of
the CAI Open End Core Commingled Real Estate group for
the quarter and in the 59 percentile for the last year.

JP Morgan Strategic Property Fund’s portfolio
underperformed the NFI-ODCE Value Weight Gross by
0.11% for the quarter and underperformed the NFI-ODCE
Value Weight Gross for the year by 0.73%.

Quarterly Asset Growth

Beginning Market Value $45,700,763

Net New Investment $-112,422

Investment Gains/(Losses) $921,706

Ending Market Value $46,510,048

Percent Cash: 0.0%

Performance vs CAI Open End Core Commingled Real Estate (Net)
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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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JP Morgan Income and Growth Fund
Period Ended June 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 1.32% return for the quarter placing it in the 96 percentile of
the CAI Real Estate Val Added Open End Fds group for the quarter and in the 68 percentile for the last year.

JP Morgan Income and Growth Fund’s portfolio underperformed the NFI-ODCE Value Weight Gross by 0.82% for the
quarter and underperformed the NFI-ODCE Value Weight Gross for the year by 1.77%.

Performance vs CAI Real Estate Val Added Open End Fds (Net)
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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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Infrastructure
Period Ended June 30, 2016

Quarterly Summary and Highlights
Infrastructure’s portfolio outperformed the CPI + 4% by 0.98% for the quarter and outperformed the CPI + 4% for the
year by 7.97%.
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Macquarie European Infrastructure
Period Ended June 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 0.09% for the quarter and outperformed
the CPI + 4% for the year by 2.18%.
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SteelRiver Infrastructure North America
Period Ended June 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 1.74% for the quarter and
outperformed the CPI + 4% for the year by 13.10%.
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Research and Educational Programs
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. 

New Research from Callan’s Experts

Aspiring Managers: Negotiating the Dual 

Realities Facing Diverse and Emerging 

Managers | Χαλλαν Χηαιρmαν ανδ ΧΕΟ Ρον 

Πεψτον ανδ Χαλλαν Χοννεχτσ Μαναγερ Λαυρεν 

Ματηιασ, ΧΦΑ, προϖιδε περσπεχτιϖε ον τηε δι−

ϖερσε ανδ εmεργινγ mαναγερ αρενασ ανδ οφφερ 

τηουγητσ ον ηοω τηεσε mαναγερσ χαν συχχεεδ.

Asset Managers and ESG: Sensing Opportunity, Bigger Firms 

Lead the Charge | Ιν Χαλλαν�σ ΕΣΓ συρϖεψ οφ ασσετ mαναγερσ, αυ−

τηορ Μαρκ Wοοδ, ΧΦΑ, ρεϖεαλσ τηατ τηε mαϕοριτψ οφ λαργε ασσετ mαν−

αγεmεντ Ýρmσ ηαϖε φορmαλ ΕΣΓ πολιχιεσ, ωηιλε σmαλλερ Ýρmσ ηαϖε 

ψετ το εξηιβιτ ωιδεσπρεαδ αδοπτιον. Αρουνδ ονε−τηιρδ οφ mαναγερσ 

ωιτη α φορmαλ ΕΣΓ πολιχψ εξπεχτ ιτ ωιλλ ηελπ τηεm αχηιεϖε ηιγηερ 

ρισκ−αδϕυστεδ ρετυρνσ ανδ ιmπροϖεδ ρισκ προÝλεσ οϖερ τηε λονγ τερm.

Video: Sustainability in Real Estate Investing | Σαραη Ανγυσ, 

ΧΑΙΑ, α χονσυλταντ ιν Χαλλαν�σ Ρεαλ Ασσετσ Χονσυλτινγ γρουπ, δισ−

χυσσεσ τηε βενεÝτσ ιν υσινγ συσταιναβλε πραχτιχεσ ιν mαναγινγ ρεαλ 

εστατε βυιλδινγσ, ινχλυδινγ ηιγηερ τεναντ σατισφαχτιον ανδ ρετεντιον, 

γρεατερ οχχυπανχψ, ανδ ινχρεασεδ ϖαλυεσ.

Considering Currency Hedging in an Equity Portfolio: 10 

Charts to Help Frame a Policy | Χαλλαν ρεχοmmενδσ α mεα−

συρεδ αππροαχη το mαναγινγ χυρρενχψ, ινχλυδινγ χρεατινγ α πολιχψ 

το ενσυρε σηορτ−τερm δεχισιονσ mαδε δυρινγ παινφυλ τιmεσ αρε ιν 

λινε ωιτη τηε λονγ−τερm στρατεγιχ γοαλσ οφ τηε πλαν. Τηεσε 10 χηαρτσ 

προϖιδε χοντεξτ φορ χυρρενχψ ηεδγινγ δισχυσσιονσ.

Video: The Costs of Closing: Nuclear Decommissioning Trusts | 

ϑυλια Μοριαρτψ, ΧΦΑ, οφ Χαλλαν�σ Χαπιταλ Μαρκετσ Ρεσεαρχη γρουπ δισ−

χυσσεσ ηεδγινγ χοστσ, τηε ιmπαχτ οφ λιχενσε εξτενσιον, ανδ mορε.

Emerging Markets: Opportunities and Chal-

lenges in Public Equity Investing | Χαλλαν�σ 

γλοβαλ εθυιτψ ινϖεστmεντ εξπερτσ (Ανδψ Ισερι, 

ΧΦΑ, Ηο Ηωανγ, ανδ Λψmαν ϑυνγ) ωριτε τηατ 

δεσπιτε ρισκσ, εmεργινγ mαρκετ εθυιτιεσ στιλλ χαν 

πλαψ αν ιmπορταντ ρολε ιν ωελλ−διϖερσιÝεδ ινστιτυ−

τιοναλ πορτφολιοσ.

Real Estate Indicators: Too Hot to Touch or Cool Enough to 

Handle? | Χαλλαν�σ Ρεαλ Ασσετσ Χονσυλτινγ γρουπ ιδεντιÝεσ σεϖεν 

ινδιχατορσ τηατ ηαϖε ηελπεδ σιγναλ ωηεν τηε ινστιτυτιοναλ ρεαλ εστατε 

mαρκετ ισ οϖερηεατεδ ορ ηασ χοολεδ δοων.

Periodicals

Private Markets Trends, Spring 2016 | Τηε λατεστ ον πριϖατε εθυιτψ.

DC Observer, 1st Quarter 2016 | Τηε ΠΠΑ, 10 ψεαρσ λατερ: DΧ ασ−

σετσ ηαϖε γροων ανδ ταργετ δατε φυνδσ ηαϖε σκψροχκετεδ.

Hedge Fund Monitor, 1st Quarter 2016 | Τηε λατεστ ον τηεσε φυνδσ, 

πλυσ τηε χηαλλενγεσ ιν τηε σεαρχη φορ αβοϖε−αϖεραγε mαναγερσ.

Market Pulse Flipbook, 1st Quarter 2016 | Α γυιδε χοϖερινγ ιν−

ϖεστmεντ ανδ φυνδ σπονσορ τρενδσ, τηε Υ.Σ. εχονοmψ, τηε χαπιταλ 

mαρκετσ, ανδ Χαλλαν�σ προπριεταρψ DΧ Ινδεξ. 

Capital Market Review, 1st Quarter 2016 | Ινσιγητσ ον τηε εχονο−

mψ ανδ ρεχεντ περφορmανχε ιν εθυιτιεσ, Ýξεδ ινχοmε, αλτερνατιϖεσ, 

ρεαλ εστατε, ανδ mορε. 

Inside Callan’s Database, 1st Quarter 2016 | Α λοοκ ατ περφορ−

mανχε ανδ ρισκ δατα φροm Χαλλαν�σ προπριεταρψ δαταβασε ανδ ρελ−

εϖαντ mαρκετ ινδιχεσ.

ΧΑΛΛΑΝ  

ΙΝΣΤΙΤΥΤΕ

Education

2nd Quarter 2016

3Κνοωλεδγε. Εξπεριενχε. Ιντεγριτψ.

China

̋ Φελλ 8% ασ τηε χεντραλ γοϖερνmεντ�σ πυρσυιτ οφ τηε αντι−χορρυπτιον 
χαmπαιγν χοντινυεδ 

̋ Τηε Χεντραλ Dανκ χυτ τηε ιντερεστ ρατε Ýϖε τιmεσ ανδ αννουνχεδ α 

συρπρισε δεϖαλυατιον οφ τηε ρενmινβι 

Hungary

̋ Βεστ−περφορmινγ εmεργινγ mαρκετ (+36%); βοοστεδ βψ Πριmε 

Μινιστερ ςιχτορ Ορβαν�σ εχονοmιχ ρεφορmσ

̋ Ιmπροϖινγ εχονοmιχ προσπεχτσ ανδ α ποτεντιαλ ρετυρν το ινϖεστ−

mεντ γραδε δεβτ ρατινγ ηελπεδ γαινσ

Russia

̋ Αmονγ τηε φεω βριγητ σποτσ, Ρυσσια ωασ ονε οφ ονλψ τωο εmεργινγ 

mαρκετ χουντριεσ τηατ ωασ ποσιτιϖε, υπ 4% φορ τηε ψεαρ

̋ Τηε ρυβλε φελλ 20% αγαινστ τηε Υ.Σ. δολλαρ, σο τηε ραλλψ ωασ mυχη 

λεσσ ιmπρεσσιϖε ιν Υ.Σ. χυρρενχψ

̋ Ρυσσιαν στοχκσ ρεβουνδεδ αφτερ στεεπ λοσσεσ ιν 2014, ηελπεδ βψ 

τηε χεντραλ βανκ χυττινγ τηε ιντερεστ ρατε Ýϖε τιmεσ ιν 2015

Indonesia

̋ Dεχλινεδ βψ mορε τηαν 19% ασ γροωτη σλοωεδ δεσπιτε τηε γοϖερν−

mεντ�σ εχονοmιχ στιmυλυσ πλαν 

̋ Ρυπιαη φελλ 10% αγαινστ τηε Υ.Σ. δολλαρ 

Brazil

̋ Εθυιτιεσ ωερε δοων mορε τηαν 41% ασ τηε εχονοmψ πλυνγεδ ιντο 

ρεχεσσιον

̋ Ηαmπερεδ βψ ηιγη ινÞατιον, ηιγη υνεmπλοψmεντ, λοω χοmmοδιτψ 

πριχεσ, ανδ πολιτιχαλ υνχερταιντψ αmιδ χοντινυεδ φαλλουτ φροm τηε 

Πετροβρασ ινϖεστιγατιον

Turkey

̋ Dοων 32% δεσπιτε βενεÝτινγ φροm λοωερ οιλ πριχεσ

̋ Λιρα φελλ 20% αγαινστ τηε Υ.Σ. δολλαρ

2015 Emerging Market Highlights

Greece  

̋ Wορστ−περφορmινγ εmεργινγ mαρκετ (−61%) ασ τηε χουντρψ�σ δεβτ 

χρισισ χοντινυεδ

̋ Ιτσ ποτεντιαλ ωιτηδραωαλ φροm τηε ευρο ζονε ανδ χοντινυεδ αυστερ−

ιτψ mεασυρεσ ηαmπερεδ ρετυρνσ

India

̋ Φελλ 6% ιν δολλαρ τερmσ ασ τηε εξχιτεmεντ οϖερ ρεφορmσ ανδ εχο−

νοmιχ ιmπροϖεmεντσ ωανεδ οϖερ τηε ψεαρ

̋ Χυρρενχψ ωασ αλσο α ηεαδωινδ ασ ιτ φελλ 5% αγαινστ τηε Υ.Σ. δολλαρ

Knowledge. Experience. Integrity.
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Aspiring Managers

Νεγοτιατινγ τηε Dυαλ Ρεαλιτιεσ Φαχινγ Dιϖερσε ανδ   

Εmεργινγ Μαναγερσ

�Χαλλαν�σ Dιϖερσιτψ ανδ Ινχλυσιον Πολιχψ 

δεσχριβεσ ουρ ινϖολϖεmεντ ανδ συππορτ οφ 

αν ινχλυσιϖε χοmmυνιτψ το ενσυρε χοντινυεδ 

διϖερσιτψ ωιτηιν τηε Ýρm. Wε λοοκ φορ τηισ 

σαmε χοmmιτmεντ το διϖερσιτψ ιν αλλ οφ τηε 

mαναγερσ ωε ρεσεαρχη.Ñ

Ρον Πεψτον, Χαλλαν�σ Χηαιρmαν ανδ ΧΕΟ

Ron Peyton is Chairman 

of Callan’s Emerging 

and Minority, Women, 

or Disabled-Owned 

Managers Committee

Τηε παστ ψεαρ ηασ φεατυρεδ τηε αχθυισιτιονσ ανδ χλοσινγσ οφ σεϖεραλ διϖερσε ανδ εmεργινγ mαναγερ Ýρmσ, 

ηιγηλιγητινγ τηε ϖαριαβιλιτψ οφ ποσσιβλε ουτχοmεσ τηατ Þεδγλινγ βυσινεσσεσ ιν τηισ αρενα φαχε. Ον ονε ηανδ, 

ινστιτυτιοναλ ινϖεστορσ αρε ινχρεασινγ τηειρ ιντερεστ ιν διϖερσε ανδ εmεργινγ mαναγερσ ασ τηεψ σεεκ διϖερ−

σιτψ ανδ νεω ταλεντ φορ τηειρ ροστερσ. Ον τηε οτηερ ηανδ, τηεσε mαναγερσ χοντενδ ωιτη mουντινγ χλιεντ 

δεmανδσ, διστριβυτιον λιmιτατιονσ, δεχλινινγ mανδατεσ, ανδ αν οϖεραλλ δοωνωαρδ πρεσσυρε ον αχτιϖε mαν−

αγερσ ανδ mαναγεmεντ φεεσ. 

Τηε ρελεντλεσσ mιγρατιον το αλτερνατιϖε στρατεγιεσ φροm τραδιτιοναλ στοχκσ ανδ βονδσ, ανδ τηε δεσιρε βψ

ινϖεστορσ το διφφερεντιατε τηειρ πορτφολιοσ, προϖιδεσ ασπιρινγ mαναγερσ βοτη α χηαλλενγε ανδ αν οππορτυ−

νιτψ. Ηοω χαν τηεψ τακε αδϖανταγε οφ τηε σηιφτ ωηιλε ρεχονχιλινγ τηε τωο ρεαλιτιεσA Wηατ χαν τηεψ δο το 

βε ποσιτιονεδ φορ συχχεσσA

Χαλλαν ηασ λονγ βεεν ον τηε φορεφροντ οφ τηεσε ισσυεσ, φροm ουρ φουνδερ Εδ Χαλλαν�σ σιγνιÝχαντ ρολε ιν τηε 

φουνδινγ οφ Προγρεσσ Ινϖεστmεντ Μαναγεmεντ Χοmπανψ mορε τηαν 25 ψεαρσ αγο το τηε ρεχεντ συχχεσσ 

οφ ουρ Χαλλαν Χοννεχτσ προγραm. Χαλλαν�σ Πυβλισηεδ Ρεσεαρχη Γρουπ ιντερϖιεωεδ τωο οφ ουρ εξπερτσ,  

Χηαιρmαν ανδ ΧΕΟ Ρον Πεψτον ανδ Χαλλαν Χοννεχτσ Μαναγερ Λαυρεν Ματηιασ, το γετ τηειρ περσπεχτιϖε 

ον τηε διϖερσε ανδ εmεργινγ mαναγερ αρενασ.



�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 

βεεν χορνερστονεσ οφ ουρ Ýρm φορ mορε τηαν 40 ψεαρσ.Ñ 

Ρον Πεψτον, Χηαιρmαν ανδ ΧΕΟ

 

Events

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 Regional Workshop, Οχτοβερ 

25 ιν Νεω Ψορκ ανδ Οχτοβερ 26 ιν Χηιχαγο, ανδ ουρ National 

Conference, ϑανυαρψ 23�25, 2017, ατ τηε Παλαχε Ηοτελ ιν Σαν 

Φρανχισχο.

For more information about events, please contact Barb 

Gerraty: 415.274.3093 / gerraty@callan.com

The Center for Investment Training  
Educational Sessions

Τηε Χεντερ φορ Ινϖεστmεντ Τραινινγ, βεττερ κνοων ασ τηε �Χαλλαν 

Χολλεγε,Ñ προϖιδεσ α φουνδατιον οφ κνοωλεδγε φορ ινδυστρψ προφεσ−

σιοναλσ ωηο αρε ινϖολϖεδ ιν τηε ινϖεστmεντ δεχισιον−mακινγ προ−

χεσσ. Ιτ ωασ φουνδεδ ιν 1994 το προϖιδε χλιεντσ ανδ νον−χλιεντσ αλικε 

ωιτη βασιχ− το ιντερmεδιατε−λεϖελ ινστρυχτιον. Ουρ νεξτ σεσσιον ισ:

Introduction to Investments

Chicago, October 18–19, 2016

Τηισ σεσσιον φαmιλιαριζεσ φυνδ σπονσορ τρυστεεσ, σταφφ, ανδ ασσετ 

mαναγεmεντ αδϖισορσ ωιτη βασιχ ινϖεστmεντ τηεορψ, τερmινολογψ, 

ανδ πραχτιχεσ. Ιτ λαστσ ονε−ανδ−α−ηαλφ δαψσ ανδ ισ δεσιγνεδ φορ ιν−

διϖιδυαλσ ωηο ηαϖε λεσσ τηαν τωο ψεαρσ οφ εξπεριενχε ωιτη ασσετ−

mαναγεmεντ οϖερσιγητ ανδ/ορ συππορτ ρεσπονσιβιλιτιεσ. Τυιτιον φορ 

τηε Ιντροδυχτορψ �Χαλλαν ΧολλεγεÑ σεσσιον ισ &2,350 περ περσον. 

Τυιτιον ινχλυδεσ ινστρυχτιον, αλλ mατεριαλσ, βρεακφαστ ανδ λυνχη ον 

εαχη δαψ, ανδ διννερ ον τηε Ýρστ εϖενινγ ωιτη τηε ινστρυχτορσ.

Customized Sessions

Τηε �Χαλλαν ΧολλεγεÑ ισ εθυιππεδ το χυστοmιζε α χυρριχυλυm το 

mεετ τηε τραινινγ ανδ εδυχατιοναλ νεεδσ οφ α σπεχιÝχ οργανιζατιον.

Τηεσε ταιλορεδ σεσσιονσ ρανγε φροm βασιχ το αδϖανχεδ ανδ χαν 

τακε πλαχε ανψωηερεÏεϖεν ατ ψουρ οφÝχε.

Learn more at https://www.callan.com/education/college/ or 

contact Kathleen Cunnie: 415.274.3029 / cunnie@callan.com

Υνιθυε πιεχεσ οφ ρεσεαρχη τηε 

Ινστιτυτε γενερατεσ εαχη ψεαρ50+

Τοταλ αττενδεεσ οφ τηε �Χαλλαν 

ΧολλεγεÑ σινχε 19943,500 Ψεαρ τηε Χαλλαν Ινστιτυτε  

ωασ φουνδεδ1980

Αττενδεεσ (ον αϖεραγε) οφ τηε 

Ινστιτυτε�σ αννυαλ Νατιοναλ Χονφερενχε500

Education: By the Numbers

≅ΧαλλανΑσσοχ  Χαλλαν Ασσοχιατεσ
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Disclosures



 

List of Callan’s Investment Manager Clients 

Confidential – For Callan Client Use Only 
 
Callan takes its fiduciary and disclosure responsibilities to clients very seriously. We recognize that there are numerous potential conflicts of interest 
encountered in the investment consulting industry and that it is our responsibility to manage those conflicts effectively and in the best interest of our 
clients.  At Callan, we employ a robust process to identify, manage, monitor and disclose potential conflicts on an on-going basis.   
 
The list below is an important component of our conflicts management and disclosure process.  It identifies those investment managers that pay Callan 
fees for educational, consulting, software, database or reporting products and services.  We update the list quarterly because we believe that our fund 
sponsor clients should know the investment managers that do business with Callan, particularly those investment manager clients that the fund sponsor 
clients may be using or considering using. Please refer to Callan’s ADV Part 2A for a more detailed description of the services and products that Callan 
makes available to investment manager clients through our Institutional Consulting Group, Independent Adviser Group and Fund Sponsor Consulting 
Group.  Due to the complex corporate and organizational ownership structures of many investment management firms, parent and affiliate firm 
relationships are not indicated on our list.  
 
Fund sponsor clients may request a copy of the most currently available list at any time. Fund sponsor clients may also request specific information 
regarding the fees paid to Callan by particular fund manager clients.  Per company policy, information requests regarding fees are handled exclusively 
by Callan’s Compliance Department. 
 

 

Quarterly List as of  

June 30, 2016 
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Manager Name 

1607 Capital Partners, LLC 

Aberdeen Asset Management PLC 

Acadian Asset Management LLC 

AEGON USA Investment 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 

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  

Brandes Investment Partners, L.P. 

Brandywine Global Investment Management, LLC 

Brown Brothers Harriman & Company 

Cambiar Investors, LLC 

Manager Name 

Capital Group 

CastleArk Management, LLC 

Causeway Capital Management 

Chartwell Investment Partners 

ClearBridge Investments, LLC  

Cohen & Steers Capital Management, Inc. 

Columbia Management Investment Advisers, LLC 

Columbus Circle Investors 

Corbin Capital Partners, L.P. 

Cornerstone Capital Management 

Cramer Rosenthal McGlynn, LLC 

Crawford Investment Counsel, Inc. 

Credit Suisse Asset Management 

Crestline Investors, Inc. 

DE 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 

Fort Washington Investment Advisors, Inc. 

Franklin Templeton Institutional 

Fred Alger Management, Inc. 

Fuller & Thaler Asset Management, Inc. 

GAM (USA) Inc. 

GE Asset Management 
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Manager Name 

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 

Income Research + Management, Inc. 

Insight Investment Management Limited 

Institutional Capital LLC 

INTECH Investment Management, LLC 

Invesco 

Investec Asset Management 

Janus Capital Management, LLC 

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. 

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. 

Pacific Investment Management Company 

Manager Name 

Parametric Portfolio Associates 

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. 

Rockefeller & Co., Inc. 

Rothschild Asset Management, Inc. 

Russell Investments 

Santander Global Facilities 

Schroder Investment Management North America Inc. 

Scout Investments 

SEI Investments 

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 

WEDGE Capital Management 

Wellington Management Company, LLP 

Wells Capital Management 

Western Asset Management Company 

William Blair & Company 

 



SHOULD WE INDEX THE WHOLE FUND & EVALUATION OF INVESTMENT MANAGERS

Purpose: An agenda item has been proposed by the Board to discuss whether or not it would be
beneficial to index the entire TSRS Fund.  Another item was proposed to discuss evaluation of investment
managers with a proposal that 1.5% over benchmark be the barometer.  These items together lead to the
discussion as to whether the TSRS is deriving a benefit from employing an active management approach
to the portfolio, and given that approach what is the most beneficial method to evaluate investment
managers. This communication serves to educate the board on the Pro’s and Con’s of employing active
management and considerations for manager evaluation.

To frame the discussion, asset allocation is the primary driver of risk and return of the TSRS portfolio.
The TSRS Board selects an asset allocation policy as a result of an asset/liability study, which is
conducted by the investment consultant. The TSRS implements asset allocation policy with a selection of
active and passive investment strategies. At a minimum, active managers should outperform their
respective indices after investment management fees over a full market cycle of perhaps 7-years.
Otherwise, it makes sense to use index funds. It should be noted many large institutional investors employ
a blend of active and passive strategies.

Pro’s of Active Management:

 There is an opportunity to generate higher returns than index funds in the broader market.  Please
refer to the attached “Relative Attribution Effects for Quarter Ended June 30, 2016” provided by
Callan which displays the return effects of active management.  Active management has created
an additional return of 110 basis points.  When 40 basis points are deducted as a rough estimate
for active manager fees the annualized five year return is a gain of 70 basis points from active
management.

 A diversified portfolio of passive and active strategies can help protect against market risks,
particularly in down cycles as there is an ability for active managers to adjust.

 Illiquid asset classes often do not have investable index strategies. The Board would not be able
to access current investments like private infrastructure and private real estate via passive
strategies.

 Active Management historically has added value in less efficient asset categories.

Con’s of Active Management:

 There is a potential to generate a lower return than the broad markets, and active management
may not keep pace with strong market rallies.

 Active management often requires a long term prospective to realize excess returns. Investors
may have to be in patient during periods of relative underperformance.

 Active management comes at a higher cost and creates a fee hurdle that managers must
overcome. Currently the Fund pays approximately $3.3 million to these parties on an annual
basis to employ active management. Active Management requires additional staff and Board
time.  Currently 35%-45% of TSRS staff time is spent on performing oversight, monitoring,
reporting, and reviewing any contractual needs for active managers. The Board discusses the
results of active management on a monthly basis and conducts manager reviews on a continuing
basis.  These items can comprise up to 75% of the agenda at times.



Manager Evaluation:  Concurrently with active management comes manager evaluation by staff and the
Board to ensure the managers are following their contractual obligations. The Board has a process in
place to vet potential managers prior to contracting. In regards to monitoring, under our current
framework, the Board reviews asset balances and returns on a monthly basis, and invites managers on a
periodic basis to present and answer any questions regarding their performance and/or strategy. The
Board has proposed that a return of 1.5% over the respective benchmark be a barometer for success of the
respective manager. This will vary based on asset class and type of strategy. For example, this is a high
hurdle for equity strategies that take less volatility then the benchmark and tend to protect more capital in
declining markets. Also, fixed income is a less volatile asset class and expectations of active managers
should be lessened accordingly. It should be noted that active managers perform differently in various
market environments. An understanding of each manager and the market environment is paramount to
interpret their performance record. The Board does retain the ability to hire and fire investment
managers as needed.

Staff Comment: Some considerations in regards to employing an active investment strategy vs. an
indexed strategy have been identified above.  The Board should discuss their philosophy on active
management and if they believe in its value proposition after investment management fees over time.
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BOARD OF TRUSTEES 
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DATE:  Thursday, June 30, 2016  
TIME:  8:30 a.m.       
PLACE: Finance Department Conference Room, 5th floor  

      City Hall, 255 West Alameda 
    Tucson, Arizona 85701 

 
Members Present:  Michael Coffey, Acting Chairman  
 Kevin Larson, City Appointee 

Rebecca Hill, HR Director  
Jorge Hernández, Elected Representative 
Karen Tenace, Deputy Director of Finance 

 
Staff Present: Neil Galassi, Pension Administrator 

Bob Szelewski, Pension Lead Analyst 
Dmitriy Adamia, Administrative Assistant 

 
Guests Present: Catherine Langford (via telephone)  

Stephen J. Arnoldi, City of Tucson Employee 
 

Absent/Excused:   Robert Fleming, Chairman 
John O’Hare, Elected Retiree Representative 

 
 

 Michael Coffey called the meeting to order at 8:35 AM. 
 

A. Consent Agenda  
1. Approval of May 26th, 2016 TSRS Board Meeting Minutes  
2. Retirement ratifications for June 2016  
3. May 2016 TSRS Budget Vs Actual Expenses 
 

Chairman Coffey asked for a vote on the approval of the Consent Agenda. A motion to approve the 
Consent Agenda was made by Kevin Larson, 2nd by Jorge Hernandez and passed by a vote of 4-0 
(Chairman Coffey did not vote, Robert Fleming and John O’Hare absent/excused). 
 
B. Disability Applications *  

1. Stephen J. Arnoldi 
 
Kevin Larson stated the approval from the Social Security Administration was an important factor in the 
disability application.  
 
Chairman Coffey stated the approval from Social Security Administration is not the deciding factor but it is an 
important factor the TSRS Board considers.  
 
Rebecca Hill stated Mr. Arnoldi has submitted paperwork for long-term disability. 
 



A motion to approve the disability retirement application of Stephen J. Arnoldi was made by Kevin 
Larson, 2nd by Rebecca Hill and passed by a vote of 4-0 (Chairman Coffey did not vote, Robert Fleming 
and John O’Hare absent/excused). 
 
C. Investment Activity Report 

1. TSRS Portfolio Composition, Transactions and Performance Review as of May 31st, 2016 
  
Neil Galassi asked if the Board had questions about the reports presented. 
 
Chairman Coffey asked if this reporting format is the new standard.  
 
Mr. Galassi answered in the affirmative.  
 
Mr. Galassi stated the executive summary was prepared before the Brexit and he focused on a few factors 
regarding the Brexit. 
 
Mr. Galassi stated the United Kingdom voted to leave the Euro Zone. This topic was touched upon by Callan in 
the last Board meeting as a potential event. As the Market anticipated the vote to leave would fail, the market 
rallied the day before and the portfolio saw a 50 basis point increase equating to about a $4.5M during the 
week leading up to the vote. Two days following the vote the portfolio declined approximately 1.7% from the 
balance as of the beginning of the week. Since Monday of this week the portfolio has gained back about 90 
basis points. The initial losses were related to short term market reaction and correction from the previous rally. 
During discussions with Callan, they do not believe this is a Black Swan event, they would classify this as 
simply an event, as losses were not catastrophic and the market began to seemingly change trajectory from 
the events of the morning later in the day. Overall the largest one day market losses were around 3% - 3.5%  
 
Chairman Coffey asked in terms of asset allocation he is interested in the effect on the Boards International 
Equity investments. 
 
Mr. Galassi stated staff has received communication from all three of the Boards International Equity 
managers. All three managers have indicated they are focused on the best interests of their clients and are 
actively monitoring the negotiations. If the Euro Zone exit is done in an accommodative manner it may 
encourage other States to consider leaving. If the negotiations are punitive other States may look at it as a 
teachable moment and be more inclined to stay in the Euro Zone. Our recent increased exposure to 
international equity did not make a significant difference in the losses as the majority of domestic companies 
we have been invested in have international operations, therefore domestic equities saw similar losses. Going 
forward there is uncertainty, it will take years of negotiations for the exit to be finalized.      
 
Mr. Galassi stated from an actuarial prospective this is an event that caused a loss near fiscal year end, which 
is the measurement date for our actuarial valuations. It appears as of June 30, 2016 the Portfolio could 
potentially be down somewhere in the 3% to 4% range from the June 30, 2015 Market value of $735.6M. 
Although from a market basis prospective the returns may be near zero, the actuarial value of the assets may 
increase. This is due to the 5 year actuarial smoothing of investment gains/losses in order to lessen the impact 
of potential events like near fiscal year end like the Brexit, and have contribution rates remain more stable. As 
of June 30, 2015, the actuarial value was $706.8M which was approximately $28.8M different from the market 
value as of that date. With the 5 year smoothing only 1/5th of losses from this fiscal year would affect the 
portfolio on an actuarial basis. It appears the years representing the other 4/5th may potentially mitigate losses 
resulting from the Brexit in the 2016 valuation.   
 
D. Administrative Discussions 

1. Funding Policy Revision: Redline Version – Catherine E. Langford 



 
Catherine Langford stated when the Board was working on the proposed code changes that we were putting 
together in connection with the IRS application last fall; the board reviewed and revised the funding policy in a 
fairly significant manner in connection with those proposed City Code changes. The Overall goals of that 
funding policy revision last year were to incorporate and lock in this concept of setting the City’s contributions 
to the system at a floor of 27.5% and building in on a permanent basis our rounding policy. The goal for the 
Board at that time was to get the funding policy incorporated into the actual code language, so we could get rid 
of the distinction between the actuarially required contribution and the Board’s recommended contribution. 
When the contributions were taken to Mayor and Council for approval along with code changes, we were able 
to accomplish some of the needed code changes but we were not able to accomplish having the funding policy 
changes written into City Code. The Mayor and Council retained our current structure, where we have a 
baseline required contribution which is based on the actuarial calculation, and that is what the city has required 
under the code to appropriate and pay over into the system. She suggested making the funding policy 
consistent with the code changes that were actually approved by Mayor and Council last year. What the Board 
has done in this draft is remove the provisions that anticipated code changes, and anticipated that we would be 
able to replace in the code the actuarially required contributions with the board recommended contributions. 
We have taken that language out of the funding policy that reflected code changes that were not made, but left 
in there the Board’s goal to encourage and recommend additional funding until the system is fully funded.  
 
Chairman Coffey asked are administrative expenses factored in the ARC.  
   
Ms. Langford answered administrative expenses are not factored into the ARC. Historically administrative 
expenses have reduced our investment gain. That was discovered that last year and it was decided that we 
should add the administrative expenses as a separate item in the calculation of the required actual contribution 
recommendation. The intent is to recommend to the City that they pay the administrative expense cost for the 
year, and the contributions be rounded under the rounding policy upon adoption of the contribution rate for any 
particular fiscal year. In the past administrative expenses were not accounted for as a separate line item in the 
Annual Actuarial Evaluation; they were simply just an offset to investment gains. Administrative expenses are 
typically in the neighborhood of $700,000 a year, they are part of the administrative budget, and that number is 
separately communicated to the actuary. This funding policy change last year with regards to administrative 
expenses was our effort to make that more transparent and to provide a more accurate reflection of the true 
investment results.  
 
Karen Tenace stated the funding policy is a complicated read from a layperson’s perspective. This policy will 
be published on our website, potentially plan members could be reading it, the public, and ward offices. Laced 
throughout this entire policy are terms like the ARC, ADC, calculated rate, and charged rate. The Board should 
consider not only tightening it up and reflecting what is actually occurred, but also tightening up the 
terminology. Additionally looking at other funding policies it is very clear and conspicuous in their policies the 
purpose is to fully fund the plan, to minimizing volatility for the employer and the employee, and to mitigate risk 
of intergenerational equity issue. Under our purpose we defined what the core elements of the ADC are. She 
believes this could be cleaned up to be an easier read. 
 
Rebecca Hill stated most of the information is defined in the body of the document and there are visible 
attempts to be concise and to condense the document. It is a complex issue and most people probably are not 
going to understand it.  
 
Kevin Larson asked do we tend to get a fair amount of questions on the funding policy and where is this policy 
posted.  
 
Ms. Hill answered the Board has staff that can address those questions when they surface. 
 



Mr. Larson stated he believes the funding policy is a legal document, which is why the Board has attorneys 
draft it to cover the legal bases. He believes it certainly could be better written in terms of being reader friendly. 
He asked do our employees or the public ever look at this to any extent and do we get follow-up questions. 
 
Ms. Tenace stated this policy does get attached to Mayor-Council communications because we refer to it. We 
have the IAPC subcommittee looking at it and we will be answering questions regarding the funding policy 
when that committee meets. On occasion it does get reviewed and if we are starting from a confusing read 
versus something potentially clearer, we are starting off on better footing in terms of explaining something that 
is already complex.   
 
Chairman Coffey stated he agrees it is a complex legal document and it may need to be complex to cover all of 
the legal bases. In parallel to this the Board could add documentation generated for our members that is easier 
to read but not necessarily change legal policy documents.  
 
Chairman Coffey and Ms. Hill stated maybe a page that states “How to Understand the Funding Policy”. 
 
Ms. Langford stated the Board put the funding policy document together 4 or 5 years ago because we needed 
to fill the gaps. We had code provisions that were very basic, we had the actuary evaluation report, and we did 
not have in writing a policy that captured the assumptions that were being used and the methodology. The 
Funding Policy evolved from a very technical standpoint, she thinks that if the Board were comfortable with the 
substance of the policy, she would recommend that the Board adopt the Funding Policy document draft 
presented here. She would then bring back another draft of it that is intended to be a more plain English 
version, and she thinks it can be accomplished in this document. Even if we had a more readable purpose 
section and introduction we can ease people into the technical nature of what we are covering here. She would 
like to have the basic principles adopted before we close out our current fiscal year, so that this funding policy 
which gets wrapped into the evaluation is accurate. The one that we adopted last year simply does not 
correspond to the code any longer. 
 
Ms. Tenace stated she is onboard with this idea and in the following days she will come up with a few 
suggestions on how to make the Funding Policy a little bit more readable.  
 
Mr. Larson stated he would support approving the Funding Policy. Additionally he would prefer a summary 
page that is focused on what is really important to the reader. He does not believe it is worth the time to try and 
go through these five pages and make it reader friendly because it is a lot of detail.    
 
Ms. Langford stated we could start the funding policy with an Executive Summary page and leave the funding 
policy technical.  
  
Chairman Coffey asked for a vote on the approval of the Funding Policy Revision. A motion to approve 
the Funding Policy Revision was made by Kevin Larson, 2nd by Rebecca Hill and passed by a vote of 4-
0 (Chairman Coffey did not vote, Robert Fleming and John O’Hare absent/excused). 
 

2. Valeant Pharmaceuticals Litigation – Catherine E. Langford 
 
Catherine Langford stated Valeant is an international pharmaceutical corporation that is under investigation 
and the subject of several lawsuits for major stock losses. The company has lost more than $80B in market 
capitalization since inception of the investigation. Market losses were generated by what are alleged to be 
fraudulent pricing practices on certain drugs manufactured by Valeant. There is a large investor shareholder 
class action lawsuit that is pending in district court in New Jersey. The law firm that is doing the security 
monitoring for the Board, Robbins, Gellar, Rudman, & Dowd (RGRD) has identified a loss that the system 
suffered relating to Valeant securities purchased in March of 2015. The loss is estimated at half a million 



dollars for the system. The class action lawsuit has been pending and it deals with securities that were 
purchased over a two year period of time. The reason the Board was contacted about it by RGRD is the fact 
that the securities the system purchased in March of 2015 were part of a separate offering  in which RGRD 
was not able to identify any other investor in their database who purchased  shares directly in that March 
2015 offering. As a result, they did not have another plaintiff available to represent the class of investors that 
bought shares in that March 2015 offering. Therefore, they approached the city and the system about 
becoming a named plaintiff with respect to that March 2015 offering in the current class action lawsuit. The 
lead plaintiff for the class action lawsuit is TIAA-Cref, they have the largest overall losses but they did not buy 
any securities in that particular March 15 offering. Staff and legal counsel had a series of conversations with 
the attorneys who are working on the class action lawsuit, and the City Attorney took the matter to Mayor and 
Council.  Mayor and Council agreed and approved the named plaintiff position for the City. Given provisions in 
the City’s Charter, the suit is written to have the City, on behalf of the system, be the named plaintiff. Although 
the system’s losses are approximately $500,000, the losses for that entire class of investors from the March 
2015 offering is about a billion dollars. It is significant because by bringing the System’s claim into the suit as 
a named plaintiff, the attorneys are able to bring in a number of other parties as defendants for example, 
underwriters and insurance companies. The updated consolidated complaint was filed with the court last June 
24, 2016, and that is the first time that the city or the system’s name has appeared in any of the proceedings. 
RGRD is the main attorney on the case and we are going to be working with them on both the Volkswagen 
litigation and the Valeant litigation. The System is positioned differently in the Volkswagen litigation as the 
System is a class member, and is not expected to have anything to do in terms of work or participation in the 
active litigation. In the Valeant litigation it is different because the system, or rather the city on behalf of the 
system, is serving as a named plaintiff and it is likely that we will have to produce some discovery. However, 
we have been assured that will be minimal because discovery will be related to did you buy the securities and 
when and through which investment manager. The attorneys have already compiled all of that information; the 
securities were purchased through T. Rowe Price and RGRD is already working with T. Rowe Price. The 
other possibility is that the City or the System may have to make someone available for a deposition in the 
litigation with regard to the subject of the System’s purchase of those shares. It is going to be done on a 
contingency basis so that the attorney’s fees and all of the cost of the class action will be recovered only from 
any judgment or settlement that the attorneys achieve. This would all be subject to court approval. The 
litigation has a potential upside of recovering the losses to the System.  
 
Kevin Larson stated he does not believe there is much of a downside to this litigation. 

 
3. Disability Audit Results 

 
Neil Galassi stated consistent with Tucson City Code Section 22-39(f), TSRS must complete a disability audit 
review of those members that have not reached the normal retirement age or 80 service credits. There are 151 
retirees or beneficiary survivors receiving a disability type benefit, of the 151, there were 44 audits sent out in 
May of 2016 with a certified, return receipt requested. Responses had been received from 40 of the retirees 
audited. After attempts to locate the most recent information within the means of TSRS staff we were unable to 
locate 4 individuals.  After consultation with legal counsel, Individuals who have failed to respond and/or have 
failed to ensure TSRS records contain their most recent information can be deemed to not be in compliance 
with TCC 22-39(f). We recommended discontinuing the benefits to the four non-compliant individuals as an 
attempt to garner their attention. This action is provided for in the Tucson Code. The audit responses required 
completion of a simple affidavit indicating whether the retiree had earned any income. The audited individuals 
were not new or recent retirees. If the Board approves the recommendation the action would affect with the 
July pension check of the non-compliant individuals. This action has been taken in the past for isolated cases 
and the reason for the audits was if the individual receiving disability benefits has another source of income, 
adjustments may be required on their pension checks. This action has been successful in the past. 

 



Rebecca Hill asked if the pension check was discontinued, and the retiree contacts the pension office with the 
required affidavit than would their pension check be reinstated. 

 
Mr. Galassi answered in the affirmative, once staff had an opportunity to evaluate the information provided in 
the affidavit.  

 
Kevin Larson asked if the retiree does not contact the pension office for six months, would the retiree receive 
back pay for the six months. 

 
Mr. Galassi answered in the affirmative. The retiree would be paid retroactively. 

 
Chairman Coffey asked how the 44 retirees were selected out of the 151 in total. 

 
Mr. Galassi stated the retirees that have not reached normal retirement age or attained the 80 service credits. 

 
Chairman Coffey clarified that only 44 out of the 151 have not reached normal retirement age or 80 service 
credits.  

 
Mr. Galassi answered in the affirmative, and all 44 were audited. 

 
Chairman Coffey asked to clarify if the retiree’s income needed to be verified. 

 
Mr. Galassi answered per the City code if the retirees earned income exceeded 50% of their average final 
compensation than their benefit would need to be evaluated for adjustment.  

 
Chairman Coffey asked in the audit communication sent to the 44 disability retirees, did staff inform the retirees 
that failure to comply would result in a termination of their benefits. 
 
Mr. Galassi answered in the affirmative. 

 
Catherine Langford stated the reason the income verification requirements may not be familiar to some of the 
Board members is because they only apply to employees that qualify for disability retirement prior to July of 
2009. This is a requirement that is being carried over from an older version of the City code. 

 
Mr. Larson asked what sort of documentation are the retirees required to provide. 

 
Mr. Galassi answered the retirees are required to provide proof of income such as a W2 form and/or a tax 
return. Retirees also provided 1099R forms to show no earned income.  

 
Chairman Coffey asked for a vote on the approval of discontinuing the benefits to the non-compliant 
individuals. A motion to approve discontinuing the benefits to the non-compliant individuals was made 
by Kevin Larson, 2nd by Karen Tenace and passed by a vote of 4-0 (Chairman Coffey did not vote, 
Robert Fleming and John O’Hare absent/excused). 

 
Mr. Larson asked how does staff determine if a retiree has passed away.  

 
Mr. Galassi stated staff uses a system called “Small World”, it is how staff accesses the Social Security 
database. Bob Szelewski checks the database on a daily basis and we do rely on being contacted by the 
beneficiaries. Staff has been actively working with Small World, the ASRS, and other jurisdictions to improve 
the process even though we are at the very early stages of that process.  
 



Bob Szelewski stated typically the population is really minimal. We have two groups of people, the ones that 
had left a survivor benefit, in that case we usually hear from them rapidly. It is the second group, the single life 
pensions that typically would be the ones that might go outside of a 30 day or 60 day window and then we 
have a process in place to recapture funds if there have been overpayments. 
 

 
E. Articles for Board Member Education / Discussion 

1. PIMCO – The Global Outlook: Stable But Not Secure 
 

Neil Galassi stated the Global Outlook article was written and printed before the Brexit. PIMCO’s outlook may 
have changed after the Brexit. The article discussed PIMCO’s views of global economy, mainly in regards to 
China and the future of the global market. Mr. Galassi will be providing the Board members more educational 
articles in the future.  

  
F. Call to Audience – None heard.  

 
G. Future Agenda Items    

1. Education Plan for New Staff and Trustees 
2. Duties and Selection of Advisory Board 
3. Hiring an Intern to Free Staff for Education 
4. TSRS Board Annual Evaluation of Staff and Consultants 
5. Formal Evaluation of Active Managers – 1.5% over benchmark over a given period 
6. RFQ for Actuarial Services 
7. Action Plan for Black Swan Events 
8. Would It Be Better to Index the Whole Fund  
 

Mr. Galassi stated Robert Fleming and staff will work together to prioritize and schedule future agenda items. 
He also indicated he will meet with Board members individually to gather their opinions about possible future 
agenda items.  

 
H. Adjournment - 9:20 AM. 
 
Chairman Coffey asked for a vote on the approval of the Adjournment. A motion to approve the 
Adjournment was made by Kevin Larson, 2nd by Rebecca Hill and passed by a vote of 4-0 (Chairman 
Coffey did not vote, Robert Fleming and John O’Hare absent/excused). 
 

 
 
 
 
 
Approved: 
 
 
 
 
__________________________  _______              __________________________     ________  
Robert Fleming           Date   Neil S. Galassi                      Date 
Chairman of the Board                                      Pension Administrator  
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The Price of Popularity 

Successful value managers are accustomed to taking unpopular positions.  Their best investments 

frequently begin with unloved and underappreciated stocks that may face short-term challenges, either 

perceived or real.  Over time, the issues are surmounted and the market’s discount fades.  By the time 

those stocks become more universally embraced, it is probably time to sell.  But sometimes entire regions 

gain or lose popularity.  At Causeway, we approach the developed world as bottom-up analysts.  Top-

down considerations play a role in our investment process, but only insofar as they affect a specific 

company: How will macroeconomic conditions impact sales and profitability of an individual stock in the 

foreseeable future?   After incorporating various scenarios and valuation methodologies, is this stock still 

undervalued?  And based upon the answers to these types of questions, we may be drawn to or away 

from geographies that exhibit more or fewer attractive value opportunities.   

Such has been the case for the past twelve months.  Even before the Brexit vote on June 23, we witnessed 

a significant divergence in the relative performance of value stocks in the United States versus value stocks 

within Europe and Japan, the largest constituents of the MSCI EAFE Index (“EAFE Index”).  In the US, value 

stocks have generally “re-rated” upward while growth stocks “de-rated” downward.  However, in the EAFE 

Index, value stocks have struggled and are trading at a much larger (and widening) discount to growth 

stocks.  Exhibit 1 reveals that from a forward price-to-earnings (“P/E”) perspective, as of June 30, 2016, 

growth stocks trade at an 18% premium to value stocks in the US, but growth stocks trade at a 47% 

premium to value stocks across the EAFE Index Universe.   

In the last twelve months, value has performed much better in the US than in EAFE. 

Exhibit 1. NTM P/E Premium (Growth vs. Value) in the US and EAFE (Last 10 years) 

 
Note: The “NTM P/E” ratio of each index is its price divided by the consensus earnings per share (“EPS”) estimate for the next twelve months.  The 

“Premium” percentage is the NTM P/E ratio of the MSCI USA Growth Index or MSCI EAFE Growth Index, as applicable, divided by the NTM P/E 

ratio of the MSCI USA Value Index or MSCI EAFE Value Index, as applicable, less 100%.   Source: FactSet, MSCI 
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With a pure bottom-up approach to developed markets, we will naturally “follow” value to geographies 

in which it is most attractive.  After the dramatic performance divergence in the past year, undervaluation 

is now much more prevalent in Europe and Japan than in the US.  The dark green line in Exhibit 2 plots the 

valuation premium of the MSCI USA Value Index (“US Value Index”) relative to the MSCI EAFE Value Index 

(“EAFE Value Index”) over time.  As of the end of June 2016, this premium stood at 35%.  In the same 

chart, the blue line plots the active underweight of the US (versus the MSCI World Index) within a 

representative account using Causeway’s Global Value Equity strategy.  A high correlation of 0.56 between 

the two lines demonstrates that, the more richly valued the US market, the lower our exposure.    We 

actively seek to fill the portfolio with the best absolute value opportunities wherever they arise, and in 

the current environment, we are finding more attractive valuations outside of the US.  Previous points in 

time when the US valuation premium exceeded 20% were quickly followed by reversions to premiums 

much closer to the long-term average of 12% (Note: Inception of the MSCI forward P/E data series is 

2003).      

In terms of forward P/E, the US Value Index trades at the highest premium to the EAFE 

Value Index in recent history, even after removing sector composition effects. 

Exhibit 2. Causeway Global Value representative account Active US weight, NTM P/E Premium of US 

Value Index relative to EAFE Value Index, and P/E Premium assuming a neutral sector composition¹ 

 

¹ Applies the sector weights of the MSCI World Index to the float-weighted sector aggregate NTM P/E ratios within USA Value Index and EAFE 

Value Index. 

Note: The “NTM P/E” ratio of each index is its price divided by the consensus EPS estimate for the next twelve months.  The “Premium” percentage 

is the NTM P/E ratio of the USA Value Index divided by the NTM P/E ratio of the EAFE Value Index, less 100%.   Source: FactSet, MSCI, Causeway 

Analytics 

What about differences in sector composition?  Relative to the EAFE Value Index, the US Value Index has 

more weight in Information Technology and Consumer Staples, while it has less weight in Financials.  If 

we apply the sector weights of the MSCI World Index to both the US Value Index and EAFE Value Index, 

we find that composition explains only part of the premium.  The yellow diamond in the chart above 
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represents this “sector neutral” premium.  At 25%, it also sits at an all-time high (matched once before in 

December 2003) and compares to an average of 7% since 2003.  We believe that this sector-neutral 

premium may likely be even closer to zero over a longer period of history.   

For those curious about which sectors trade with the largest valuation disconnect, Exhibit 3 plots the 

forward P/E multiple premium for each sector in the US Value index relative to the EAFE Value Index.  The 

current premium is displayed relative to the premium as of June 30, 2015 and the long-term average since 

2003.  In 8 out of the 10 sectors, this premium has increased from June 2015.  Energy stands out from the 

others and is largely explained by the high proportion of Exploration & Production (“E&P”) companies in 

the US Energy sector and the larger presence of upstream activities within the largest stocks (Exxon Mobil 

and Chevron).  Earnings for these stocks have collapsed in the past couple of years leading to much higher 

P/E multiples.  Aside from the energy sector, the largest regional valuation premiums currently reside in 

the Industrials, Consumer Discretionary, Utilities, and Financials sectors. 

Beyond the anomalous effects of Energy, EAFE Value offers the best relative valuation 

discounts in Industrials, Consumer Discretionary, Utilities, and Financials compared to US 

Value 

Exhibit 3. Float-weighted Sector NTM P/E Premiums (USA Value Index vs. EAFE Value Index) 

 
Note: The “NTM P/E” ratio of is a stock’s price divided by the consensus EPS estimate for the next twelve months.  On a sector-by-sector basis, the 

NTM P/E is aggregated on a float-weighted basis within each geography.  The “Premium” percentage is the float-weighted NTM P/E ratio of each 

sector in the USA Value Index divided by the NTM P/E ratio of the same sector in the EAFE Value Index, less 100%.  Source: FactSet, MSCI, Causeway 

Analytics 
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If sector composition does not explain all of the current valuation differential between the US Value and 

EAFE Value Indices, then what does?   Most arguments gravitate around perceived differences in stability, 

growth potential or returns on equity.  Investors may deem the US to be a “safer” place to invest to avoid 

any “tail” risks in Europe or Japan.  A gap in the expected earnings growth rates may also explain part of 

the differential.  According to MSCI, the long-term earnings growth (LTG) estimate for stocks in the US 

Value Index was 8.0% as of June 30, 2016 while the same estimate for stocks in the EAFE Value Index was 

5.1%.  Finally, the trailing 12-month return on equity (ROE) for stocks in the US Value Index was 9.9% 

compared to 6.8% for stocks in the EAFE Value Index.  Despite the allure of these explanations, however, 

regression analysis fails to uncover consistent and statistically significant relationships among these 

variables historically.   

While some differential may be appropriate, active managers have a chance to prove their worth when 

the market indiscriminately becomes excessively optimistic or pessimistic about a geographic region 

without considering the unique prospects for individual companies.  Causeway seeks out stocks that we 

believe have been unfairly penalized by market reaction and that deserve to trade at higher valuations, 

even after discounting their growth, earnings, and risk profiles.  Stocks that ultimately make it through 

our in-depth investment process represent the investments we believe have the highest risk-adjusted 

return potential.  Currently, we believe the historically wide discount assigned to non-US international 

markets is not supported by fundamentals, and provides a compelling opportunity for clients in our value 

strategies. 

 

 

Solely for the use of institutional investors and professional advisers. 

This presentation expresses the authors’ views as of July 29, 2016 and should not be relied on as research or investment advice 

regarding any investment.  These views and any portfolio characteristics are subject to change.  There is no guarantee that any 

forecasts made will come to pass. 

“Correlation” ranges between -1 and +1. Perfect positive correlation (+1) implies that as the index moves up or down, the strategy 

will move in the same direction. Perfect negative correlation (-1) means the strategy will move in the opposite direction. A 

correlation of 0 means the index and strategy have no correlation. 

The MSCI EAFE Index (Europe, Australasia, Far East) is a free float‐adjusted market capitalization index that is designed to 

measure the equity market performance of developed markets, excluding the US & Canada. 

The MSCI USA Index is designed to measure the performance of the large and mid-cap segments of the US market. With 622 

constituents, the index covers approximately 85% of the free float-adjusted market capitalization in the US. 

The MSCI EAFE Value and MSCI USA Value Indices are subsets of these indices, and target 50% coverage of the MSCI EAFE 

Index and MSCI USA Index, respectively, with value investment style characteristics for index construction using three variables: 

book value to price, 12-month forward earnings to price, and dividend yield.   The MSCI EAFE Growth Index and MSCI USA 

Growth Index are also subsets of these indices, with growth investment style characteristics for index construction using five 

variables: long-term forward earnings per share growth rate, short-term forward earnings per share growth rate, current 

internal growth rate and long-term historical earnings per share growth trend and long-term historical sales per share growth 

trend.  

The MSCI World Index is a free float-adjusted market capitalization index, designed to measure developed market equity 

performance, consisting of 23 developed country indices, including the US   

The Indices are gross of withholding taxes, assume reinvestment of dividends and capital gains, and assume no management, 

custody, transaction or other expenses.   

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. 

It is not possible to invest directly in an index. 
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