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Final Valuation Results







Actuarial Valuation


• Prepared as of December 31, 2017, using member 
data, financial data, benefit and contribution 
provisions, actuarial assumptions and methods


• Purposes:
– Measure the actuarial liabilities of the ERF
– Determine actuarial required contribution rate


 Current Total Obligation Rate
 Current Adjusted Total Obligation Rate


– Provide other information for reporting
 GASB #67 & #68, CAFR


– Explain changes in actuarial condition of the Fund 
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Key Issues and Changes


• ERF was above the prior year’s investment target of 
7.75% on both a market value and actuarial value basis in 
2017
– Return on market value was 12.34%
– Actuarial gains on assets of $42 million


 $20 million gain on actuarial value before method change
 $22 million gain from marking actuarial value to market value


• ERF had positive liability experience in 2017
– Primarily due to 


 lower than expected salary increases, and
 lower than expected cost of living adjustment


– More benefit recipient deaths than expected
– Fewer retirements than expected
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Key Issues and Changes


• Calculated contribution rate decreased from 35.18% 
to 33.12% (excludes debt service payment)


• Current Total Obligation Rate exceeds 36% of pay cap
– CTOR is 41.41% this year versus 43.46% last year
– CATOR is 36.00%
– City contribution rate is 22.68% 
– Member rate is 13.32%
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Key Issues and Changes


• The new Tier became effective January 1, 2017
– Over 1,000 employees in new Tier at December 31, 2017
– NC% decreased from 20.75% last year to 20.04% this year
– We expect the normal cost to decline each year for the 


foreseeable future (20+ years)
– Impact of the new Tier on the actuarial liabilities will be 


much slower
 Savings will be reflected in the Unfunded Actuarial Accrued 


Liabilities (UAAL) as members of the new tier accrue benefits
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Membership


• The number of active members increased 
from 7,619 to 7,838, a 2.9% increase


• Payroll for active members increased from  
$409.4 million to $421.3 million, a 2.9% 
increase


• The number of members in payment status 
increased by a net 139, from 6,903 to 7,042, a 
2.0% increase


• There are 1.1 active members for each retiree 
compared to 1.5 in 2008
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Active Members and Retired Members
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Projected Active Membership
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Assets


• Fair market value increased from $3.328 billion to $3.602 
billion


• Return on market value of assets was approximately 
12.34% in 2017


• Actuarial value is also $3.602 billion, compared to   
$3.451 billion last year


• Actuarial rate of return was 8.99% in 2017
– More than prior year’s 7.75% assumed rate


• Actuarial value is 100.0% of fair market value
– Actuarial value of assets were “marked to market” in order to 


transition to new asset method next valuation


9







Historical Asset Values
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2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Actuarial


Value 2,958 3,032 3,027 2,917 2,846 3,074 3,241 3,320 3,451 3,602
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Value 2,097 2,600 2,868 2,748 2,980 3,325 3,391 3,195 3,328 3,602
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Actuarial Results


• Actuarial Present Value (APV) of benefits is now 
$4.933 billion


• Unfunded Actuarial Accrued Liability (UAAL) 
decreased from $840 million to $776 million
– Reflects $42 million gain on actuarial value of assets


 Including $22 million gain for actuarial asset method change
– Reflects $61 million gain on liabilities


 $20 million gain due to less-than-expected salary increases 
 $13 million gain due to cost of living adjustment for retirees 


being less than assumed
• UAAL increased $31 million due to difference 


between calculated contribution rate and actual 
contribution rate
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Actuarial Results


• Funded ratio (actuarial assets divided by actuarial 
accrued liability) increased from 80.4% in 2016 to 
82.3% in 2017


• Funded ratio using market value is 82.3%
– Was 77.5% last year


• Total 30-year contribution rate is 33.12%
– Does not include POB debt service payments
– 35.18 % last year
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Historical Funded Ratios
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Liabilities vs. Assets
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2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Actuarial
Assets 2,958 3,032 3,027 2,917 2,846 3,074 3,241 3,320 3,451 3,602


Actuarial
Liabilities 3,075 3,192 3,282 3,392 3,518 3,611 4,004 4,129 4,292 4,378
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Unfunded Actuarial Accrued Liability (UAAL)
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UAAL based on market value of assets as of December 31, 2015 is $935 million. 
UAAL based on market value of assets as of December 31, 2016 is $964 million.
UAAL based on market value of assets as of December 31, 2017 is $776 million.







Reconciliation of UAAL
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 UAAL 12/31/16 $840.3
 Expected Changes


• Amortization Payment for 2017 (55.2)
• Interest Adjustments 63.0 


7.8


Difference between expected and actual 
contributions


30.9


Actuarial Experience Gain (80.9)
Assumption and Method Changes (21.9)
UAAL 12/31/17 $776.2


$ in Millions







2017 Actuarial (Gains) and Losses
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Actuarial Determined Contribution Rate
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Dec. 31, 2016 Dec. 31, 2017
Dollar % of Pay Dollar % of Pay


1) Amortization %1 $ 55,237 13.13% $50,730 11.72%


2) Normal Cost 83,387 20.75% 82,871 20.04%


3) Expense 5,490 1.30% 5,883 1.36%


Total $144,114 35.18% $139,484 33.12%


($ amounts in thousands)


1UAAL is amortized over 30 years as a level percentage of payroll







City Ordinance 25695
Fiscal Year Beginning October 1, 2018
1. Prior Adjusted Total Obligation Rate 36.00%
2. Actuarially Required Contribution Rate 33.12%
3. Debt Service


a. Scheduled Debt Service Payment $  35,879,400
b. Projected Payroll $432,853,607
c. Pension Obligation Bond Credit (a/b) 8.29%


4. Current Total Obligation Rate (2+3c) 41.41%
5. Current Adjusted Total Obligation Rate 36.00%
6. Allocation of Contribution Rates for Fiscal Year Beginning


October 1, 2018
a. Employee (5 x .37) 13.32%
b. City (5 x .63) 22.68%


7. City Contribution to Fund (6.b. – 3.c) 14.39%
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Determination of 
Current Adjusted Total Obligation Rate
1. Prior Adjusted Total Obligation Rate (PATOR) 36.00%
2. Current Total Obligation Rate (CTOR) 41.41%
3. If (-3.00% < PATOR – CTOR < 3.00%) Then


Current Adjusted Total Obligation Rate (CATOR) = PATOR (36.00%)
Else Go to Step 4 


4. CATOR = Lowest of (a), (b), & (c) where:
a. PATOR + [ 0.5 * (CTOR – PATOR) ] = 38.71%
b. 110% * PATOR = 39.60%
c. 36.00% Maximum limit = 36.00%
d. Lowest of (a), (b), and (c) is: = 36.00%
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Closing Comments


• The Actuarially Required Contribution to the 
Fund decreased from 35.18% to 33.12%
– The total contribution rate including the debt 


service decreased from 43.46% to 41.41%


• New Asset valuation method adopted
– Recommended method eliminates this volatility 


while still providing significant smoothing
– Actuarial Value of Assets were “Marked to Market 


Value” of assets as part of change in method
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Closing Comments


• Calculated contribution rate is expected to 
decline each year (if all assumptions are met)
– Impact of shortfall in contributions because of 


36.00% maximum rate being somewhat offset by 
30-year rolling amortization period


– Decrease in average normal cost due to new tier 
of benefits


• Actual contribution rate will remain at 36% 
cap for foreseeable future
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Closing Comments


• GASB 67/68
– The Fund passes the Single Discount Rate test
– Long term return assumption used to determine 


liabilities
– Net Pension Liability equals the Fund’s AAL minus 


market value of assets


• NPL decreased from $ 964 million last year to 
$776 million as of 12-31-2017
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Disclaimers


• This presentation is intended to be used in 
conjunction with the actuarial valuation report 
issued in May 2018.  This presentation should not 
be relied on for any purpose other than the 
purpose described in the valuation report.


• This presentation shall not be construed to 
provide tax advice, legal advice or investment 
advice.
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Capital Market Overview 
U.S. Equity Market 


The U.S. stock market, represented by the Wilshire 5000 Total Market Index, was down -0.76% for the first quarter of 


2018. This marks only the second negative quarter in nearly six years. Volatility returned after a tranquil 2017. While the 


market never experienced a daily loss of 2% or more last year, there were five such down days during the first quarter, 


including a 4% loss in early February. Ironically, it was mostly good news on the economic front that caused much of the 


volatility. Strong jobs reports and wage growth had investors rethinking their inflation expectations and led to concerns 


that the Federal Reserve might accelerate increase in their short-term rate. 


 


Large capitalization stocks performed in line with small caps as the Wilshire Large-Cap Index was down -0.76% versus a 


loss of -0.73% for the Wilshire US Small-Cap Index. The large-cap segment of the market outpaced small-caps, however, 


for the past twelve months. The Wilshire US Micro-Cap Index was down -0.29% for the quarter but up 13.16% for the one-


year. Growth stocks led value during the first quarter in both large- and small-cap spaces and lead for the past twelve 


months. Most of the eleven major sectors were down during the quarter. The best performing sectors were IT (+4.1%) and 


Consumer Discretionary (+2.1%) while Telecoms (-7.3%) and Consumer Staples (-6.8%) were the main detractors from 


total return. 


 


Consumer spending, the main driver of economic growth, will be a key issue to watch in 2018. Consumers are highly 


interest rate sensitive but the increases in short-term rates that the Federal Reserve has been applying have so far had a 


muted affect. In fact, a survey conducted by the University of Michigan, as part of their consumer sentiment survey, 


indicates that families feel better about their personal finances today than they have in the past 20 years. There are other 


signs of consumer strength, as well. The unemployment rate is very low, wages are starting to rise and households 


continue to increase borrowing after a long recovery 


 


Fixed Income Market 


The U.S. Treasury yield curve rose in a parallel fashion during the quarter with most maturities up 35 basis points, on 


average. The bellwether 10-year Treasury yield ended the quarter at 2.74%, up 34 basis points from year-end 2017. The 


Federal Open Market Committee decided to increase its overnight rate by 25 basis points in March to a range of 1.50% to 


1.75%. While their forecast for year-end rates was unchanged, they increased their expectation for next year, suggesting 


a quickened pace in 2019. Credit spreads widened during the quarter, most noticeably with investment grade credit. High 


yield spreads, which have averaged 6% during the past decade, are still relatively low at 3.5% at quarter-end.  


 


Non-U.S. Markets 


Equity markets outside of the U.S. produced mixed results during the first quarter of 2018 with emerging markets up but 


developed markets in negative territory. The U.S. dollar continued to weaken, providing a return boost for U.S. investors 


holding foreign currencies. Concerns about global trade conflicts dominated headlines during the quarter. However, it is 


yet to be seen whether the future holds a series of escalating tariffs or trade deals like the one announced between the 


U.S. and South Korea. Emerging Markets continue to lead all global equities and produced the only positive return for the 


quarter among the major equity segments. On the trade front, both the U.S. and China have imposed tariffs on one 


another while there are reports of negotiations between the two major trading partners.  


 


Real Assets Markets 


Real estate securities were down in the U.S. during the first quarter although March brought a strong rebound from 


previous losses. Commodity performance was mixed for the quarter as crude oil rose 7.5% to $64.94 per barrel. Natural 


gas prices were down, however, with a loss of -7.5%, ending the quarter at $2.73 per million BTUs. MLP returns were 


negative for the quarter (-11.12%) and for the past twelve months (-20.07%). Finally, gold prices were up and finished at 


approximately $1,327 per troy ounce, up 1.4% from last quarter.  
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Summary of Index Returns 
For Periods Ended March 31, 2018 
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Total Fund Overview 
 


Asset Class Performance 


 


Total Fund Asset Growth 


 
 At the end of the first quarter of 2018, the Fund’s market value was $3,524.0 million, which represented a 


decrease of $83.8 million in total net asset value over the previous quarter. The change in the Fund’s value 
was driven by $74.7 million in net distributions and a $37.8 million loss on investments. Meanwhile, $31.9 
million in net contributions entered the fund and $3.1 million in investment management fees flowed out of 
the Fund. 


($Mil) (%) QTR YTD 1-year 3-year 5-year 10-year


U.S. Equity 535.7     15.2 -0.56 -0.56 14.58 10.39 13.08 9.57


International Equity 547.0     15.5 -0.49 -0.49 18.86 8.51 7.75 4.55


Global Equity 181.1     5.1 0.71 0.71 16.67 8.01 8.84 -.-


Global Low Volatil ity 372.1     10.6 -0.87 -0.87 11.23 -.- -.- -.-


Real Estate 386.4     11.0 -2.28 -2.28 3.14 4.85 8.28 6.12


Global Fixed Income 476.8     13.5 -1.12 -1.12 2.01 1.88 2.38 4.02


High Yield 441.3     12.5 -0.99 -0.99 3.24 4.57 4.44 7.11


Credit Opportunities 91.8       2.6 -0.60 -0.60 5.89 -.- -.- -.-


MLPs 243.1     6.9 -9.23 -9.23 -18.21 -10.18 -1.05 -.-


Private Equity 221.2     6.3 3.05 3.05 16.13 10.91 12.19 -.-


Cash Equivalents 28.0       0.8 0.35 0.35 1.10 0.52 0.33 0.34


Total Fund 3,524.0 100.0 -1.14 -1.14 7.54 5.49 7.17 6.69


   Asset Allocation Policy -1.93 -1.93 5.86 4.80 6.54 6.37


      Value Added vs Policy 0.79 0.79 1.68 0.69 0.63 0.32


   Actuarial Rate 1.94 1.94 8.00 8.00 8.09 8.17


Wilshire 5000 Index -0.76 -0.76 13.69 10.48 13.13 9.65


S&P 500 Index -0.76 -0.76 13.99 10.78 13.31 9.49


MSCI ACWI x-U.S. IMI Index -1.06 -1.06 17.10 6.75 6.24 3.06


MSCI EAFE Index -1.53 -1.53 14.80 5.55 6.50 2.74


Bloomberg Aggregate Bond Index 0.39 3.54 3.54 2.24 2.10 3.63


Citigroup High Yield Cash Pay 0.51 7.01 7.01 5.97 5.35 7.58


Wilshire RE Securities Index -7.42 -7.42 -3.43 1.49 6.49 6.32


91-Day Treasury Bill 0.28 0.85 0.85 0.41 0.27 0.39


Assets Performance (%)


Total


($Millions) Return


1Q15 3,402.5    36.1         73.5         3.5            85.2         3,446.8    2.40%


2Q15 3,446.8    44.4         83.3         3.7            6.5            3,410.6    0.08%


3Q15 3,410.6    29.6         69.6         3.4            (202.7)      3,164.5    -6.08%


4Q15 3,164.5    49.4         82.5         3.2            71.0         3,199.2    2.12%


1Q16 3,199.2    89.0         127.7       3.0            40.9         3,198.3    1.28%


2Q16 3,198.3    70.8         105.2       2.8            116.2       3,277.3    3.54%


3Q16 3,277.3    32.9         67.4         2.9            117.3       3,357.2    3.48%


4Q16 3,357.2    28.1         66.0         3.0            21.4         3,337.8    0.62%


1Q17 3,337.8    36.2         74.6         2.6            140.0       3,436.7    4.15%


2Q17 3,436.7    24.9         68.7         3.2            86.6         3,476.4    2.46%


3Q17 3,476.4    47.8         84.0         3.5            110.0       3,546.6    3.10%


4Q17 3,546.6    31.1         74.1         3.3            107.5       3,607.8    2.97%


1Q18 3,607.8    31.9         74.7         3.1            (37.8)        3,524.0    -1.14%


End MktBeg. Mkt Net Net Investment Investment


Gain/Loss ValueValue Contrib. Distrib. Fees
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Quarterly Total Fund Attribution vs. Policy 


 


  
The Total Fund attribution table, shown above, displays the return contribution of each asset class to the Total 
Fund’s overall return.  The attribution provides some insights as to whether tactical allocation and active 
management within asset classes helped or hurt performance during the quarter. 


 Strategic Policy: The contribution to total return from each asset class, calculated as the percentage 
allocated to each asset class multiplied by the benchmark for that asset class. 


 Actual Allocation: The return contribution during the quarter due to differences in the actual allocation 
from the policy allocation (i.e.: the actual allocation to U.S. equity was higher than the policy allocation). 
A positive number would indicate an overweight allocation benefited performance, and vice versa. 


 Active Management: The return contribution from active management.  This number would be positive 
if the asset class outperformed the designated policy index and vice versa (i.e.: the U.S. equity 
segment outperformed the policy index, the Wilshire 5000 Index, during the quarter and contributed 
positively to active management). 


 Interaction: Captures the interaction of managers’ performance and asset class weighting differences. 


 Actual Return: The actual return of the asset classes if allocations to them were static during the 
quarter.  These returns will not match exactly with the actual segment returns since asset class 
allocations change during the quarter due to market movement, cash flows, etc. 


 


U.S. Equity 15.2 -0.56 15.0 -0.76 0.24 0.20 0.00 0.00 0.03 0.03


International Equity 15.9 -0.49 15.0 -1.06 0.88 0.57 0.00 0.01 0.09 0.09


Global Equity 5.2 0.71 5.0 -0.96 0.17 1.67 0.00 0.00 0.08 0.09


Global Low Volatil ity 10.5 -0.87 10.0 -0.74 0.48 -0.14 0.00 0.00 -0.01 -0.01


Public REITs 4.4 -7.02 5.0 -7.42 -0.56 0.40 0.01 0.00 0.02 0.02


Direct Core Real Estate 6.3 1.23 5.0 1.27 1.28 -0.04 0.04 0.00 0.00 0.04


Global Fixed Income 13.2 -1.12 15.0 -1.46 -1.77 0.34 -0.02 -0.01 0.05 0.02


High Yield 12.3 -0.99 12.5 -0.80 -0.16 -0.20 -0.01 0.00 -0.02 -0.03


Credit Opportunities 2.5 -0.60 2.5 -0.50 0.03 -0.10 0.00 0.00 0.00 0.00


Public Real Assets 7.4 -9.23 10.0 -11.12 -2.56 1.89 0.23 -0.05 0.20 0.38


Private Equity 6.0 3.05 5.0 3.45 1.00 -0.40 0.05 0.00 -0.01 0.04


Cash Equivalents 1.0 0.35 0.0 0.35 0.97 0.00 0.02 0.00 0.00 0.02


Monthly Linked Return 100.0 -1.24 100.0 -1.93 0.69 0.34 -0.05 0.41 0.69


Trading/Hedging 0.10 0.00 0.10 0.10


Total -1.14 -1.93 0.79 0.79


Asset Class


Assets (%) Policy (%) Difference (%) Total Fund Return Contribution (%)


Weight Return
Active 


Management
TotalWeight Return Weight Return


Actual 


Allocation
Interaction


-1.93 Asset Allocation Policy


0.34 Actual/Tactical Asset Allocation


0.41 Active Management


-0.05 Interaction


0.10 Trading


-1.14 Total Fund Return


*Note: factors may not sum exactly 
to total return due to rounding. 
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One-Year Total Fund Attribution vs. Policy 


 


     
The Total Fund attribution table, shown above, displays the return contribution of each asset class to the Total 
Fund’s overall return.  The attribution provides some insights as to whether tactical allocation and active 
management within asset classes helped or hurt performance during the quarter. 


 Strategic Policy: The contribution to total return from each asset class, calculated as the percentage 
allocated to each asset class multiplied by the benchmark for that asset class. 


 Actual Allocation: The return contribution during the quarter due to differences in the actual allocation 
from the policy allocation (i.e.: the actual allocation to U.S. equity was higher than the policy allocation). 
A positive number would indicate an overweight allocation benefited performance, and vice versa. 


 Active Management: The return contribution from active management.  This number would be positive 
if the asset class outperformed the designated policy index and vice versa (i.e.: the U.S. equity 
segment outperformed the policy index, the Wilshire 5000 Index, during the quarter and contributed 
positively to active management). 


 Interaction: Captures the interaction of managers’ performance and asset class weighting differences. 


 Actual Return: The actual return of the asset classes if allocations to them were static during the 
quarter.  These returns will not match exactly with the actual segment returns since asset class 
allocations change during the quarter due to market movement, cash flows, etc. 


U.S. Equity 14.62 14.58 15.00 13.69 -0.4 0.89 -0.02 0.00 0.13 0.10


International Equity 15.68 18.86 15.00 17.10 0.7 1.77 0.04 0.01 0.24 0.30


Global Equity 5.18 16.67 5.00 14.84 0.2 1.83 0.02 0.00 0.08 0.10


Global Low Volatil ity 10.26 11.23 10.00 10.65 0.3 0.59 0.00 0.00 0.05 0.06


Public REITs 4.63 -2.35 5.00 -3.43 -0.4 1.08 0.01 0.00 0.06 0.07


Direct Core Real Estate 6.30 7.23 5.00 7.10 1.3 0.13 0.02 0.00 0.01 0.02


Global Fixed Income 13.52 2.01 15.00 1.20 -1.5 0.80 0.05 -0.01 0.12 0.16


High Yield 12.50 3.24 12.50 3.67 0.0 -0.44 -0.01 0.00 -0.06 -0.07


Credit Opportunities 2.55 5.89 2.50 4.05 0.0 1.85 0.00 0.00 0.05 0.04


Public Real Assets 7.74 -18.21 10.00 -20.07 -2.3 1.86 0.61 -0.08 0.24 0.78


Private Equity 5.74 16.13 5.00 18.28 0.7 -2.15 0.09 -0.01 -0.09 -0.01


Cash 1.30 1.10 0.00 1.10 1.3 0.00 -0.08 0.00 0.00 -0.08


Monthly Linked Return 100.00 7.34 100.00 5.86 1.47 0.72 -0.09 0.84 1.48


Trading 0.20 0.00 0.20 0.20


Total 7.54 5.86 1.67 1.67


Asset Class


Assets (%) Policy (%) Difference (%) Total Fund Return Contribution (%)


Weight Return
Active 


Management
TotalWeight Return Weight Return


Actual 


Allocation
Interaction


5.86 Strategic Policy Allocation


0.72 Actual/Tactical Asset Allocation


0.84 Active Management


-0.09 Interaction


0.20 Trading


7.54 Total Return


*Note: factors may not sum exactly 
to total return due to rounding. 
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Domestic Equity Overview 1 


 


Composite 


 


Domestic Equity Managers 


 


                                                 
1 Domestic Equity Custom Benchmark: Wilshire 5000 Index (3q99 – Present); S&P 500 Index (1q90 – 2q99). 


QTR YTD 1-year 3-year 5-year 10-year


Total U.S. Equity (Gross) 535.7$  -0.47 -0.47 14.95 10.75 13.47 9.94


Total U.S. Equity (Net) -0.56 -0.56 14.58 10.39 13.08 9.57


    Custom Benchmark 1 -0.76 -0.76 13.69 10.48 13.13 9.65


      Net of Fee Value Added vs Benchmark 0.20 0.20 0.89 -0.09 -0.05 -0.08


Small Cap Composite 155.7$  -1.29 -1.29 12.83 9.67 12.92 10.03


Wilshire 5000 Index -0.76 -0.76 13.69 10.48 13.13 9.65


S&P 500 Index -0.76 -0.76 13.99 10.78 13.31 9.49


Russell 2000 Index -0.08 -0.08 11.79 8.39 11.47 9.84


Assets


(Millions)


Performance


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Large Core - Passive


Northern Trust S&P 500 (Lending) Northern Trust S&P 500 (Gross) 162.5$      -0.76 -0.76 13.98 10.82 13.35 9.97 Dec-94


Northern Trust S&P 500 (Lending) Northern Trust S&P 500 (Net) -0.76 -0.76 13.98 10.82 13.34 9.95 Dec-94


   S&P 500 Index -0.76 -0.76 13.99 10.78 13.31 9.90 Dec-94


      Net of Fee Value Added vs Benchmark 0.00 0.00 -0.01 0.04 0.03 0.05


Enhanced Index


T. Rowe Price (Gross) 146.0$      -0.04 -0.04 16.36 12.09 14.29 9.31 Mar-06


T. Rowe Price (Net) -0.11 -0.11 16.02 11.72 13.93 8.99 Mar-06


   S&P 500 Index + 1% -0.51 -0.51 14.99 11.78 14.31 9.39 Mar-06


      Net of Fee Value Added vs Objective 0.40 0.40 1.03 -0.06 -0.38 -0.40


   S&P 500 Index -0.76 -0.76 13.99 10.78 13.31 8.39 Mar-06


      Net of Fee Value Added vs Benchmark 0.65 0.65 2.03 0.94 0.62 0.60


   Information Ratio 1.53 0.68 0.49


   Sharpe Ratio 1.71 1.06 1.35


Date


Performance (%) Inception
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Domestic Equity Overview (Continued) 
 


Domestic Equity Managers 


 
 The Fund’s domestic equity composite generated a return of -0.56% (net of fees) during the first quarter of 


2018, leading the Wilshire 5000 Total Market Index which returned -0.76%. Overall, outperformance for the 
quarter was led by the newly added Smith Graham mid-cap portfolio with similar contributions from T. 
Rowe Price and Channing. The domestic equity composite is currently outperforming against its 
benchmark over the one-year period but continues to trail its custom benchmark over the three-, five- and 
ten-year periods. 


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Small Core - Active


Systematic Financial (Gross) 82.1$        -0.26 -0.26 19.26 14.72 16.27 12.62 Jun-03


Systematic Financial (Net) -0.45 -0.45 18.30 13.76 15.29 11.82 Jun-03


   Russell 2000 Index + 1.25% 0.23 0.23 13.04 9.64 12.72 10.98 Jun-03


      Net of Fee Value Added vs Objective -0.68 -0.68 5.26 4.12 2.57 0.84


   Russell 2000 Index -0.08 -0.08 11.79 8.39 11.47 9.73 Jun-03


      Net of Fee Value Added vs Benchmark -0.37 -0.37 6.51 5.37 3.82 2.09


   Information Ratio 1.43 1.38 0.95


   Sharpe Ratio 1.67 1.01 1.14


Small Value - Active


Channing Capital Management (Gross) * 35.5$        -1.32 -1.32 5.92 7.55 -.- 8.34 Oct-13


Channing Capital Management (Net) * -1.55 -1.55 4.91 6.54 -.- 7.36 Oct-13


   Russell 2000 Value Index + 1.25% -2.33 -2.33 6.38 9.12 -.- 8.58 Oct-13


      Net of Fee Value Added vs Objective 0.78 0.78 -1.47 -2.58 -1.22


   Russell 2000 Value Index -2.64 -2.64 5.13 7.87 -.- 7.33 Oct-13


      Net of Fee Value Added vs Benchmark 1.09 1.09 -0.22 -1.33 0.03


   Information Ratio -0.05 -0.30 -.-


   Sharpe Ratio 0.42 0.40 -.-


Small Growth - Active


Redwood Investments* Redwood Investments (Gross) * 38.1$        -2.65 -2.65 10.37 -.- -.- 10.86 Sep-16


Redwood Investments* Redwood Investments (Net) * -2.82 -2.82 9.63 -.- -.- 10.36 Sep-16


   Russell 2000 Growth Index + 1.50% 2.67 2.67 20.13 -.- -.- 20.27 Sep-16


      Net of Fee Value Added vs Objective -5.49 -5.49 -10.50 -9.91


   Russell 2000 Growth Index 2.30 2.30 18.63 -.- -.- 18.77


      Net of Fee Value Added vs Benchmark -5.12 -5.12 -9.00 -8.41


   Information Ratio -1.43 -.- -.-


   Sharpe Ratio 0.79 -.- -.-


Mid Cap Value - Active


Smith Graham Mid Cap Value (Gross) * 71.2$        0.38 0.38 -.- -.- -.- 0.38 Dec-17


Smith Graham Mid Cap Value (Net) * 0.33 0.33 -.- -.- -.- 0.33 Dec-17


   Russell Midcap Index + 2% 0.04 0.04 -.- -.- -.- 0.04 Dec-17


      Net of Fee Value Added vs Objective 0.29 0.29 0.29


   Russell Midcap Index -0.46 -0.46 -.- -.- -.- -0.46


      Net of Fee Value Added vs Benchmark 0.79 0.79 0.79


   Information Ratio -.- -.- -.-


   Sharpe Ratio -.- -.- -.-


Performance (%) Inception


Date
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Domestic Equity Overview (Continued) 
 


Northern Trust (Passive) 
 Northern Trust manages a passive large-cap core equity portfolio for the Fund, which is designed to track 


the S&P 500 Index and replicate the performance of overall market. To date, the passive large-cap core 
portfolio is performing in line with expectations, mirroring the risk and return profile of the benchmark index 
and exhibiting very low tracking error over all time periods. 


 


T. Rowe Price (Enhanced) 
 T. Rowe Price manages the Fund’s enhanced equity index portfolio. The T. Rowe Price portfolio returned -


0.11% (net of fees) during the first quarter, outperforming its benchmark index (S&P 500) which returned -
0.76%. The portfolio led its benchmark as a result on favorable stock picking decisions concentrated within 
a few specific sectors. Stock selection was strongest within the consumer discretionary, industrials and 
consumer staples sectors. Here, the portfolio’s holdings delivered performance above that of the respective 
benchmark holdings, which ultimately led to this period’s outperformance versus the benchmark. Sector 
positioning modestly added to the portfolio’s performance during the period. The portfolio’s tactical 
overweight allocation to the technology sector which led the market over the period served as the largest 
driver of outperformance from a sector positioning standpoint. Historically, the portfolio’s overall sector 
allocation does not deviate too broadly from the Standard & Poor’s 500 (approximately +/- 1%) which 
means the bulk of the value-added will come from stock selection. The T. Rowe portfolio remains highly 
concentrated in large-capitalization stocks (with an average market cap of $187,958 million). The portfolio 
is currently outperforming against its benchmark over the one-, three-, and five-year periods as well as 
since inception (3/06). 
 


Systematic Financial (Small-Cap Core) 
 Systematic Financial manages the Fund’s small-cap core portfolio. The Systematic portfolio returned -


0.45% (net of fees) during the first quarter, underperforming its benchmark (Russell 2000) which returned -
0.08%. During the period small cap stocks as represented by the Russell 2000 Index posted a negative 
return but outpaced their larger capitalization counterparts. Against this backdrop the Systematic portfolio 
modestly trailed its benchmark as a result of portfolio positioning relative to its benchmark. A significant 
underweight to the health care sector (5% portfolio weight vs. 15% benchmark weight) was the largest 
detractor during the period. Health care was the best performing segment in the space for the first quarter. 
Meanwhile, individual stock selection decisions also had a modestly negative impact on performance. The 
Systematic portfolio continues to hold relatively cheaper (or undervalued) stocks when compared to 
benchmark, with a current average P/E ratio of 24.50 (Russell 2000 P/E ratio is 51.90). The portfolio also 
continues to exhibit a large historical overweight allocation to financials, albeit smaller in the most recent 
period, which accounts for around 24% of the portfolio’s total net asset value compared to approximately 
18% for the benchmark. Despite this quarter’s relative performance, the Systematic portfolio is 
outperforming against its benchmark over the one-, three- and five-year periods as well as since inception 
(6/03). 


 
Channing Capital Management (Small-Cap Value) 
 Channing Capital manages the Fund’s small-cap value portfolio. The Channing portfolio returned -1.32% 


(net of fees) during the first quarter, outperforming its benchmark (Russell 2000 Value) which returned -
2.64%. Favorable stock selection contributed to this period’s outperformance relative to the benchmark. 
Particularly large gains were incurred within the industrials and technology sectors. Here, the portfolio’s 
holdings returned 0.83% and 0.86% versus 0.10% and -0.01% for the respective benchmark holdings. 
Several positions within the portfolio (very concentrated), posted positive returns in what was a muted 
period in the small cap value space. Most notably, “Rexnord Corporation”, which returned 14.07% for the  
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Domestic Equity Overview (Continued) 
 
period, was the single best performer in the portfolio. Several other positions followed suit posting modest 
gains in the current period. Sector weighting decisions were also additive for the period providing an 
additional boost to the portfolio’s return relative to the benchmark. To date, the Channing portfolio is 
consistently positioned with an underweight allocation to consumer discretionary (3% portfolio weight vs. 
11% benchmark weight) with significant overweight allocation to industrials (23% portfolio weight vs 12% 
benchmark weight). The Channing portfolio is currently outperforming against its benchmark since 
inception (12/13). 
 


Redwood Investments (Small-Cap Growth) 
 Redwood Investments manages the Fund’s small-cap growth portfolio which was funded in September of 


2016. The Redwood portfolio returned -2.82% (net of fees) during the first quarter, underperforming its 
benchmark (Russell 2000 Growth) which returned 2.30%. The portfolio currently holds 52 securities which 
is considerably more concentrated than the benchmark, as such, individual stock selection typically 
emerges as the predominant driver of relative performance in any given period. During the quarter, stock 
selection decisions were detractive as a whole led by the health care and consumer discretionary 
segments of the market. Within health care, the portfolio’s holdings returned -1.71% vs. +6.40% for the 
respective benchmark holdings. Several health care holdings suffered substantial losses during the quarter 
leading to underperformance relative to the benchmark. Similarly, the portfolio’s industrial and materials 
stocks delivered performance well below that of the respective benchmark holdings. Sector positioning was 
also detractive during the quarter driven by overweights to energy and consumer discretionary while 
holding an underweight to health care, which was among the best performing sectors in the space in Q1. 
The Redwood portfolio is currently underperforming against its benchmark since inception (09/16). 


 


Smith, Graham & Co. (Mid-Cap Value) 
 Smith, Graham & Co. manages the Fund’s mid-cap value portfolio, which was funded in December of 


2017. The mid-cap portfolio returned 0.33% (net of fees) during the first quarter, outperforming its 
benchmark (Russell 2000 Growth) which returned -0.46%. During the quarter, the portfolio’s strongest 
sector performance relative to the Russell Midcap Index sectors was in consumer discretionary, materials 
& processing and financial services. The portfolio sectors with the weakest performance compared to the 
Russell Midcap Index sectors were: Technology, Producer Durables and Health Care. The stocks that 
contributed the most to absolute performance during the quarter were: Abercrombie & Fitch (Consumer 
Discretionary), Dick’s Sporting Goods (Consumer Discretionary), Western Digital (Technology), Macy’s 
(Consumer Discretionary) and Guess? Inc. (Consumer Discretionary). The stocks that detracted the most 
from absolute performance were: Cigna (Health Care), Southwest Airlines (Producer Durables), Goodyear 
Tire & Rubber (Consumer Discretionary), Stericycle (Producer Durables) and Juniper Networks 
(Technology). During the quarter, one new position was established in United States Steel Corporation and 
no positions were eliminated. After completing its first quarter of performance within the Fund the Smith 
Graham portfolio leads its benchmark since inception (12/17).
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International Equity Overview 23 


 


International Equity Composite 


 


International Equity Managers 


 
 
 
 
 


 


                                                 
2 International Equity Custom Benchmark: MSCI ACWI x-US IMI (2q10 – Present); MSCI ACWI x-US (1q99 – 1q10); Wilshire Non-US/Non-SA (2q96 – 4q98); MSCI EAFE 


(4q89 – 1q96) 
3Acadian Custom Benchmark: MSCI ACWI x-US Small Cap (3q09 – Present); MSCI EAFE Small Cap (4q99 – 2q09); S&P/Citigroup Eur/Pac EMI Index (2q96 – 3q99); MSCI 
EAFE (2q89 – 1q96). Performance Objective: Custom Benchmark +2% (1q05 – Present); +1% (2q89 – 4q04). 


QTR YTD 1-year 3-year 5-year 10-year


Total International Equity (Gross) 547.0$  -0.37 -0.37 19.43 8.99 8.20 5.02


Total International Equity (Net) -0.49 -0.49 18.86 8.51 7.75 4.55


    Custom Benchmark 1 -1.06 -1.06 17.10 6.75 6.24 2.96
      Net of Fee Value Added vs Benchmark 0.57 0.57 1.76 1.76 1.51 1.59


MSCI ACWI x-US IMI (Net) -1.06 -1.06 17.10 6.75 6.24 3.06


MSCI ACWI x-US (Net) -1.18 -1.18 16.53 6.18 5.89 2.70


MSCI EAFE (Net) -1.53 -1.53 14.80 5.55 6.50 2.74


MSCI Emerging Markets 1.42 1.42 24.93 8.81 4.98 3.02


Assets Performance


(Millions)


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Int'l Small Cap - Active


Acadian International (Gross) 112.5$  0.77 0.77 25.71 14.89 10.82 10.90 Mar-89


Acadian International (Net) 0.63 0.63 25.02 14.29 10.25 10.49 Mar-89


   Custom Benchmark + 2% 0.14 0.14 22.59 12.40 10.57 8.80 Mar-89


      Net of Fee Value Added vs Objective 0.49 0.49 2.43 1.89 -0.32 1.69


   Custom Benchmark -0.35 -0.35 20.59 10.40 8.57 6.80 Mar-89


      Net of Fee Value Added vs Benchmark 0.98 0.98 4.43 3.89 1.68 3.69


   Information Ratio 1.12 1.09 0.47


   Sharpe Ratio 2.47 1.10 0.81


Date


Performance (%) Inception
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International Equity Overview (Continued) 
45 


 


International Equity Managers 


 
 


 The Fund’s international equity composite returned -0.49% (net of fees) during the first quarter of 2018, 
outperforming the MSCI ACWI x-US Investable Market Index (IMI) which returned -1.06%. During the 
period the Acadian and AQR strategies posted positive results in what was a challenging period for 
international stocks. The Fund’s international small cap equity manager, Acadian International provided the 
highest return in absolute terms during the period. Meanwhile, AQR posted the strongest relative results for 
the period. During December of 2017 the composite added an international developed exposure managed 
by Ativo. Performance tracking for the newly added fund begun during the quarter and will be included 
going forward. The international equity composite is outperforming against its benchmark for the one-, 
three-, five- and ten-periods periods, as well as since inception (12/89). 


 
 
 


                                                 
4 Baring Custom Benchmark: MSCI ACWI x-US (2q02 – Present); PMSCI ACWI  x-US (G) (3q01 – 1q02); MSCI ACWI x-US (2q99 – 2q01); Wilshire Non-US/Non-SA (2q96 


– 1q99); MSCI EAFE (2q88 – 1q96) . Performance objective: Custom Benchmark + 2%. 
5 AQR Custom Benchmark: MSCI ACWI x-US (2q10 – Present); MSCI EAFE (1q06 – 1q10); Performance Objective: Custom Benchmark + 1.5%. 


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Int'l Enhanced Index


AQR Capital Management (Gross) 216.5$  0.17 0.17 19.20 9.25 8.83 4.72 Mar-06


AQR Capital Management (Net) 0.02 0.02 18.53 8.62 8.19 4.20 Mar-06


   Custom Benchmark + 1.5% -0.81 -0.81 18.03 7.68 7.39 4.73 Mar-06


      Net of Fee Value Added vs Objective 0.83 0.83 0.50 0.94 0.80 -0.53


   Custom Benchmark -1.18 -1.18 16.53 6.18 5.89 3.23 Mar-06


      Net of Fee Value Added vs Benchmark 1.20 1.20 2.00 2.44 2.30 0.97


   Information Ratio 1.18 1.12 0.98


   Sharpe Ratio 1.85 0.69 0.69


Int'l Active/Passive


Baring International (Gross) 183.2$  -1.36 -1.36 16.69 5.88 6.36 7.02 Mar-88


Baring International (Net) -1.45 -1.45 16.27 5.62 6.11 6.85 Mar-88


   Custom Benchmark + 1.25% -0.87 -0.87 17.78 7.43 7.14 6.64 Mar-88


      Net of Fee Value Added vs Objective -0.58 -0.58 -1.51 -1.81 -1.03 0.21


   Custom Benchmark -1.18 -1.18 16.53 6.18 5.89 5.39 Mar-88


      Net of Fee Value Added vs Benchmark -0.27 -0.27 -0.26 -0.56 0.22 1.46


   Information Ratio -0.44 -0.39 0.14


   Sharpe Ratio 1.66 0.40 0.49


Int'l Developed


Ativo International Developed (Gross) * 34.8$    -1.72 -1.72 -.- -.- -.- -1.72 Dec-17


Ativo International Developed (Net) * -1.76 -1.76 -.- -.- -.- -1.76 Dec-17


   MSCI EAFE Index + 2% -1.04 -1.04 -.- -.- -.- -1.04


      Net of Fee Value Added vs Objective -0.72 -0.72 -0.72


   MSCI EAFE Index -1.53 -1.53 -.- -.- -.- -1.53


      Net of Fee Value Added vs Benchmark -0.23 -0.23 -0.23


   Information Ratio -.- -.- -.-


   Sharpe Ratio -.- -.- -.-


Performance (%) Inception


Date
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Acadian (International Small-Cap) 
Acadian International manages the Fund’s active small-cap international equity portfolio. During the first 
quarter the Acadian portfolio returned 0.63% (net of fees), outperforming against its benchmark (MSCI 
ACWI x-US Small Cap) which returned -0.35% for the period. For the first quarter, the portfolio 
outperformed its benchmark as gains realized from stock selection were joined with value added from 
country allocations. Key sources of positive active return included a combination of stock selection and an 
underweight position in the U.K., a market underweight in India, and a combination of stock selection and 
an overweight position in Japan. Less successful investments included stock selection in Korea, Malaysia, 
and Norway. Key contributors included shares of Dart Group, which jumped after the U.K. tour operator 
upgraded its profit outlook for 2018. Similarly, Koshidaka Holdings rallied after the Japanese entertainment 
service provider announced plans to acquire U.S. women’s fitness franchise Curves.  As of quarter-end, 
the Acadian portfolio is outperforming against its benchmark for the one-, three- and five-year periods as 
well as since inception (3/89). 
 


AQR Capital Management (International Enhanced) 
 AQR Capital manages the Fund’s enhanced international equity portfolio. The AQR portfolio returned 


0.02% (net of fees) during the first quarter, outperforming its benchmark (MSCI ACWI x-US) which returned 
-1.18%. Individual stock selection coupled with favorable country and sector weighting decisions proved to 
be the main driver of this period’s outperformance relative to the benchmark. Underweight allocations to 
India and the U.K. benefitted performance as both markets delivered sluggish returns to start the year. 
Overall, individual stock selection was strongest within the markets of Canada and Switzerland. Here the 
portfolio’s holdings delivered performance in excess of the respective benchmark holdings providing a 
notable measure of value added. Sector weighting decisions added an additional layer of value added 
relative to the benchmark, pushing the portfolio’s performance higher in Q1. The AQR portfolio is 
outperforming against its benchmark for one-, three- and five-year periods, as well as since inception 
(03/06). 


 


Baring (International Active/Passive) 
 Baring International, the Fund’s international equity large-cap manager, manages an active/passive 


portfolio. The objective is to actively manage the broad-based country and sector allocations, while 
passively managing security selection by investing in market indexes. During the first quarter, the Baring 
portfolio returned -1.45% (net of fees), underperforming its benchmark (MSCI ACWI x-US) which returned -
1.18%. Overall, the Baring portfolio underperformed its benchmark in several markets. The portfolio’s 
holdings in Australia, Hong Kong and the United Kingdom trailed their respective benchmark holdings. 
Similar underperformance albeit on a smaller scale was realized in the markets of France, Korea and 
Japan. As of quarter end the portfolio was positioned with overweight allocations to Japan, China and 
Germany while holding underweight exposures to the markets of Canada, Hong Kong and Italy. From a 
sector-positioning standpoint the portfolio held an overweight to Technology and underweights to 
Financials, Consumer Staples and Industrials. The Baring portfolio is scheduled to be terminated from the 
Fund in the coming months.  


 
Ativo (International Developed) 
 Ativo manages the Fund’s enhanced international developed equity portfolio. During the first quarter the 


Ativo portfolio returned -1.76% underperforming the MSCI EAFE Index, which returned -1.53%. The largest 
detractors to relative performance during the period included weak stock selection amongst the portfolio’s 
Japanese holdings. From an individual sector standpoint, stock selection within the consumer discretionary 
and health care segments trailed the benchmark as well. During the quarter, the most substantial changes 
to portfolio positioning were increasing exposure to EMU and the energy sector and decreasing exposure 
to Europe ex EMU and technology. The largest overweights at quarter-end were in EMU and the industrials 
and consumer discretionary sectors. The largest underweights were in Europe ex EMU, health care, and 
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materials. After completing its first quarter of performance within the Fund the Ativo portfolio modestly trails 
its benchmark since inception (12/17). 
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Global Equity Overview 


 


Global Equity Composite 


 


Global Equity Managers 


 


QTR YTD 1-year 3-year 5-year 10-year


Total Global Equity (Gross) 181.1$  0.80 0.80 17.07 8.48 9.39 -.-


Total Global Equity (Net) 0.71 0.71 16.67 8.01 8.84 -.-
    MSCI ACWI (Net) -0.96 -0.96 14.84 8.12 9.20 -.-


      Net of Fee Value Added vs Index 1.67 1.67 1.83 -0.11 -0.36


MSCI ACWI IMI (Net) -0.89 -0.89 15.03 8.27 9.33 5.90


MSCI ACWI (Net) -0.96 -0.96 14.84 8.12 9.20 5.57


MSCI World (Net) -1.28 -1.28 13.58 7.97 9.70 5.90


Assets Performance


(Millions)


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Global Equity - Active


Wellington (Gross) 91.8$    1.19 1.19 17.35 9.18 12.65 14.40 Aug-12


Wellington (Net) 1.04 1.04 16.65 8.51 12.01 13.77 Aug-12


   MSCI ACWI (Net) + 2% -0.47 -0.47 16.84 10.12 11.20 12.60 Aug-12


      Net of Fee Value Added vs Objective 1.51 1.51 -0.19 -1.61 0.81 1.17


   MSCI ACWI (Net) -0.96 -0.96 14.84 8.12 9.20 10.60 Aug-12


      Net of Fee Value Added vs Benchmark 2.00 2.00 1.81 0.39 2.81 3.17


   Information Ratio 0.58 0.12 0.77


   Sharpe Ratio 1.71 0.68 1.05


Global Equity - Active


Ariel (Gross) * 70.9$    0.68 0.68 -.- -.- -.- 0.68 Dec-17


Ariel (Net) * 0.64 0.64 -.- -.- -.- 0.64 Dec-17


   MSCI ACWI (Net) + 1.5% -0.59 -0.59 -.- -.- -.- -0.59


      Net of Fee Value Added vs Objective 1.23 1.23 1.23


   MSCI ACWI (Net) -0.96 -0.96 -.- -.- -.- -0.96


      Net of Fee Value Added vs Benchmark 1.60 1.60 1.60


Global Equity - Passive


Northern Trust Global Equity Northern Trust (Gross) 18.3$    -0.55 -0.55 15.76 -.- -.- 14.90 Oct-15


Northern Trust (Net) -0.55 -0.55 15.70 -.- -.- 14.84 Oct-15


   MSCI ACWI IMI (Net) -0.89 -0.89 15.03 -.- -.- 14.29 Oct-15


      Net of Fee Value Added vs Benchmark 0.34 0.34 0.67 0.55


Date


Performance (%) Inception
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Global Equity Overview (Continued) 
 


The global equity composite is comprised of an actively-managed strategy (with a U.S. bias relative to the 
benchmark) managed by Wellington. This strategy is complemented by a passively-managed strategy 
provided by Northern Trust. The composite also recently added an exposure to the Ariel Global Product 
strategy which has recently completed its first full quarter of performance. The new structure favors active 
management (currently 90% active/10% passive) versus the previous 50%/50% allocation between active 
and passively managed funds within the composite. Both actively managed strategies posted solid gains 
during the period leading to significant outperformance relative to the benchmark. The global equity 
composite is currently outperforming over the one-year period but continues to trail its benchmark since 
inception (9/12). 


 


Wellington (Active) 
 Wellington manages the Fund’s active global equity portfolio. During the first quarter, the Wellington 


portfolio returned 1.04% (net of fees), outperforming its benchmark (MSCI ACWI Index) which returned -
0.96%. The Global Opportunities portfolio outperformed the benchmark during the first quarter supported 
by strong stock selection in the information technology, consumer discretionary, and industrials sectors. 
Sector allocations were additive to relative performance as well, mostly driven by the portfolio's overweight 
to information technology and underweight to consumer staples. During the quarter, the portfolio’s 
overweight position in consumer discretionary increased. Within the sector, management initiated a 
position in Sony, a Japan-based manufacturer of electronic equipment, instruments, and game consoles. 
Management also initiated a position in MGM Resorts, a US-based global hospitality and entertainment 
company. These positions were funded in part by selling some positions in the financial sector that had 
done well and show less upside to their target price. Lastly, Wellington continues to find opportunities in 
China, believing the property market slowdown has bottomed, which will be supportive for base materials 
stocks including current holdings in Glencore and ArcelorMittal. The Wellington portfolio is outperforming 
for the one-, three- and five-year periods as well as since inception (09/12). 
 


Ariel (Active) 
 Ariel manages the Fund’s other active global equity portfolio. During the period the Ariel portfolio returned 


0.64% (net of fees), outperforming its benchmark (MSCI ACWI Index) which returned -0.96%. The strategy 
is much more concentrated than the benchmark. As a result, many of its position sizes are relatively much 
larger and have a greater impact on the overall return. Therefore, the portfolio’s performance during any 
given period is primarily as a result of its individual stock selection decisions and positioning.  During the 
quarter, stock selection proved to be the main driver of outperformance relative to the benchmark. Large 
contributors during the period included: Microsoft (10% weight, 7.2% return), Deutsche Boerse Ag (4.3% 
weight, 17% return) and Glaxosmithkline (7% weight, 11.2% return). As of March 31st the portfolio currently 
held large overweight allocations to Japan, Germany, and the U.K. From a positioning standpoint, although 
the telecom sector has underperformed in recent months, it remains overweighted in the portfolio and 
management has been selectively adding to positions within the sector. In addition, Ariel continues to find 
compelling investment opportunities within Information Technology and Health Care, remaining overweight 
these industries. After completing its first quarter of performance within the Fund the Ariel portfolio leads its 
benchmark since inception (12/17). 


 


Northern Trust (Passive) 
 In the fall of 2015 the Fund added a new global equity manager to the segment. Managed by Northern 


Trust, this strategy gives the Fund broadly diversified exposure to global stocks via a passively managed 
investment vehicle, which will result in lower turnover and costs incurred. At quarter-end the strategy 
represented approximately 13.5% of the segment’s total value. After its second full year of performance, 
the Northern Trust portfolio continues to closely track the risk profile while modestly outperforming its 
benchmark index MSCI ACWI (+55) basis points since inception. 
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Global Low Volatility Equity Overview 


 


Global Low Volatility Composite 


 
Global Equity Managers 


 
   *Acadian Info Ratio/Sharpe Ratio statistics based on MSCI ACWI Min Vol benchmark. 


 


QTR YTD 1-year 3-year 5-year 10-year


Total Global Low Volatility (Gross) 372.1$  -0.87 -0.87 11.39 -.- -.- -.-


Total Global Low Volatility (Net) -0.87 -0.87 11.23 -.- -.- -.-
    MSCI ACWI Minimum Volatil ity (Net) -0.74 -0.74 10.65 -.- -.- -.-


      Net of Fee Value Added vs Index -0.13 -0.13 0.58


MSCI ACWI Minimum Volatil ity (Net) -0.74 -0.74 10.65 7.52 8.45 7.44


MSCI World x-US Minimum Volatil ity (Net) -0.40 -0.40 13.13 6.89 6.70 5.46


MSCI ACWI (Net) -0.96 -0.96 14.84 8.12 9.20 5.57


Assets Performance


(Millions)


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Global Low Volatility - Active


Acadian Global Low Vol (Gross) 186.6$  -1.00 -1.00 11.72 -.- -.- 10.00 Jun-15


Acadian Global Low Vol (Net) -1.00 -1.00 11.43 -.- -.- 9.69 Jun-15


   MSCI ACWI (Net) + 2% -0.47 -0.47 16.84 -.- -.- 10.75 Jun-15


      Net of Fee Value Added vs Objective -0.53 -0.53 -5.41 -1.06


   MSCI ACWI (Net) -0.96 -0.96 14.84 -.- -.- 8.75 Jun-15


      Net of Fee Value Added vs MSCI ACWI -0.04 -0.04 -3.41 0.94


   MSCI ACWI Min Vol (Net) -0.74 -0.74 10.65 -.- -.- 8.90 Jun-15


      Net of Fee Value Added vs MSCI ACWI Min Vol -0.26 -0.26 0.78 0.79


   Information Ratio 0.25 -.- -.-


   Sharpe Ratio 1.42 -.- -.-


Global Low Volatility - Passive


BlackRock Global Low Vol (Gross) 185.5$  -0.74 -0.74 11.05 -.- -.- 9.43 Jun-15


BlackRock Global Low Vol (Net) -0.75 -0.75 11.03 -.- -.- 9.41 Jun-15


   MSCI ACWI Min Vol (Net) -0.74 -0.74 10.65 -.- -.- 8.90 Jun-15


      Net of Fee Value Added vs Benchmark -0.01 -0.01 0.38 0.51


Date


Performance (%) Inception
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Global Low Volatility Equity Overview (Continued) 
 


 In mid-2015, the Board elected to transfer assets from existing strategies elsewhere in the Fund into two 
new global low volatility equity portfolios. The first portfolio is actively-managed and run by Acadian. Its 
primary mandate is to provide the Fund with a better risk/return profile relative to the broad MSCI ACWI, its 
primary benchmark (the Acadian portfolio’s performance is also measured against the MSCI ACWI 
Minimum Volatility as a secondary benchmark). The second portfolio is a passively-managed index fund 
provided through BlackRock. Taken together, both funds will add diversification benefits to the existing 
suite of public equity managers. Since its inception within the Fund, the global low volatility equity 
composite is outperforming the MSCI ACWI Minimum Volatility Index. 


 


Acadian (Global Low Volatility – Active) 
 Acadian manages the Fund’s active global low volatility equity portfolio. The strategy was funded during 


June of 2015 and has recently completed its second year of performance within the Fund. During the first 
quarter, the Acadian portfolio returned -1.00% (net of fees). The portfolio’s primary benchmark is the 
traditional cap-weighted MSCI All-Country World Index (ACWI). In addition, the portfolio is viewed in 
comparison to its secondary benchmark, the MSCI ACWI Minimum Volatility. The Acadian portfolio has 
wide dispersion in its economic sector allocations as compared to the cap-weighted index, potentially 
leading to a higher degree of tracking error (this difference is reduced when comparing against the 
secondary minimum volatility benchmark). During the quarter, the Acadian portfolio was unable to 
outperform each of its respective benchmarks. Relative to the primary cap-weighted benchmark, the 
portfolio had much greater exposure to the lowest-volatility securities from within the opportunity set, which 
had a positive impact on the overall portfolio’s performance. From a sector perspective, the portfolio 
benefitted from stock selection in utilities, health care, and real estate. This was offset however, by value 
lost from a relatively smaller exposure to information technology and stock selection in consumer 
discretionary. The end result was a flat return relative to the benchmark. From a country perspective, gains 
realized from stock selection in the U.K., Sweden, and Switzerland were offset by value lost from stock 
selection in the U.S. and Korea. The end result was a return in-line with the benchmark. The Acadian 
portfolio is currently outperforming its primary benchmark since inception (+94 bps) (07/15). The portfolio 
has also outpaced its secondary minimum volatility benchmark since inception (+79 bps).  


 
BlackRock (Global Low Volatility – Passive) 
 BlackRock manages the Fund’s passive global volatility equity strategy. Like Acadian above, this strategy 


is relatively new within the Fund having been funded at the end of June 2015. The BlackRock portfolio is 
intended to provide a low-cost, highly diversified global equity investment strategy focused on minimizing 
volatility. The BlackRock portfolio is benchmark against the MSCI ACWI Minimum Volatility. To date, the 
portfolio continues to perform in line with expectations, closely tracking the risk profile of the benchmark 
index while outperforming the benchmark (+51 bps) since inception. 
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Real Estate Overview 6 


 


Real Estate Composite 


 


Real Estate Managers 


 
 


 


                                                 
6 Real Estate Custom Benchmark: 50% Wilshire RESI / 39% NCREIF ODCE NOF/11% Invesco Custom Benchmark (4q13 – Present); Wilshire RESI (4q89 – 4q10). 


QTR YTD 1-year 3-year 5-year 10-year


Total Real Estate (Gross) 386.4$  -2.15 -2.15 3.76 5.53 9.04 6.85


Total Real Estate (Net) -2.28 -2.28 3.14 4.85 8.28 6.12
    Custom Benchmark 1


-3.07 -3.07 1.83 4.44 7.68 6.70


      Net of Fee Value Added vs Benchmark 0.79 0.79 1.31 0.41 0.60 -0.58


REIT Strategies 156.9$  -7.02 -7.02 -2.35 0.45 6.37 5.43


Private Core Real Estate 229.6$  1.23 1.23 7.23 7.87 9.67 -.-


Wilshire Real Estate Securities Index -7.42 -7.42 -3.43 1.49 6.49 6.32


NCREIF Open Diversified Core Equity (Net) 1.97 1.97 7.11 9.00 10.41 -.-


Assets Performance


(Millions)


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Real Estate Securities - Public


Adelante Capital Management * Adelante Capital Management (Gross) 80.4$    -6.49 -6.49 0.03 1.29 7.66 10.19 Sep-01


Adelante Capital Management * Adelante Capital Management (Net) -6.63 -6.63 -0.53 0.70 7.05 9.61 Sep-01


   Wilshire Real Estate Securities + 1% -7.17 -7.17 -2.43 2.49 7.49 10.96 Sep-01


      Net of Fee Value Added vs Objective 0.54 0.54 1.90 -1.79 -0.44 -1.35


   Wilshire Real Estate Securities -7.42 -7.42 -3.43 1.49 6.49 9.96 Sep-01


      Net of Fee Value Added vs Index 0.79 0.79 2.90 -0.79 0.56 -0.35


   Information Ratio 2.15 -0.44 0.30


   Sharpe Ratio -0.16 0.01 0.50


BlackRock REIT 76.5$    -7.40 -7.40 -.- -.- -.- -4.53 Oct-17


BlackRock REIT -7.42 -7.42 -.- -.- -.- -4.56 Oct-17


   Wilshire Real Estate Securities -7.42 -7.42 -.- -.- -.- -4.99 Oct-17


      Net of Fee Value Added vs Index 0.00 0.00 0.43


Date


Performance (%) Inception
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Real Estate Overview (Continued) 
 


Real Estate Managers 


 
 


 The Fund’s total real estate composite is comprised of both public market real estate securities (REITs) 
and private investment in direct core real estate. The total segment returned 2.28% (net of fees) during the 
first quarter, outperforming its benchmark (split 50% Wilshire Real Estate Securities Index, 39% NCREIF 
Open-End Diversified Core Index and 11% Invesco II Custom Benchmark) which returned -3.07%. On the 
public side, the Adelante portfolio outperformed the Wilshire Real Estate Securities Index mostly as a result 
of favorable stock selection decisions. Meanwhile the BlackRock REIT index fund performed in-line with its 
benchmark providing passive exposure to the real estate market. On the private side, the Invesco portfolio 
managed to outperform relative to the NCREIF Open-End Diversified Core Index while the Heitman 
exposure performed in-line with the benchmark. Currently, the Fund’s total real estate composite is 
outperforming its benchmark over the one-, three- and five-year periods but continues to trail the 
benchmark since inception (12/89). 
 


Adelante Capital Management (REITs) 
 Adelante Capital manages one of the Fund’s real estate securities (REIT) portfolios. During the first 


quarter, the Adelante portfolio returned -6.63% (net of fees), outperforming its benchmark index (Wilshire 
Real Estate Securities) which returned -7.42%. For the fifth consecutive quarter, security selection served 
as the predominant driver of quarterly outperformance. Security selection was most additive within the 
apartment, industrial mixed and hotel segments of the REIT market. Here the portfolio holdings delivered 
returns significantly higher than the respective benchmark holdings. Similarly, albeit on a lesser scale the 
portfolio’s industrial, storage and single family housing holdings posted returns in excess of their respective 
benchmark holdings. From a sector positioning standpoint, the portfolio was aided by an overweight 
allocation to the industrial sector and an elevated cash position. The Fund also benefited from an 
underweight exposure to the health care segment of the market which was amongst the weakest 
performing segments of the real estate market during the quarter. The portfolio has delivered five 
consecutive quarters of favorable performance relative to the benchmark but continues to underperform its 
benchmark over the three-year period as well as since inception (09/01). 


 
 
 
 
 
 


 


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Direct Core Real Estate - Private


Heitman America Real Estate Trust (Gross) 91.4$    2.19 2.19 7.85 10.45 11.72 13.07 Aug-10


Heitman America Real Estate Trust (Net) 1.96 1.96 6.89 9.48 10.74 12.01 Aug-10


   NCREIF Open-End Diversified Core (Net) 1.97 1.97 7.11 9.00 10.41 11.50 Aug-10


     Net of Fee Value Added vs Index -0.01 -0.01 -0.22 0.48 0.33 0.51


Invesco Core Real Estate USA (Gross) 74.6$    2.69 2.69 9.26 11.41 12.31 12.86 Aug-10


Invesco Core Real Estate USA (Net) 2.47 2.47 8.32 10.45 11.33 11.87 Aug-10


   NCREIF Open-End Diversified Core (Net) 1.97 1.97 7.11 9.00 10.41 11.50 Aug-10


      Net of Fee Value Added vs Index 0.50 0.50 1.21 1.45 0.92 0.37


Invesco II 63.6$    -1.21 -1.21 6.73 -0.01 -.- -0.52 Oct-13


Date


Performance (%) Inception
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Heitman (Direct Core Real Estate) 


 Heitman manages one of the Fund’s three direct core real estate portfolios. The Heitman portfolio returned 
1.96% (net of fees) during the first quarter, performing in-line with its benchmark (NCREIF Open End 
Diversified Core Index) which returned 1.97%. The appreciation return for the period was comprised of 67 
basis points related to property valuation and approximated 43 basis points related to the valuation of the 
Fund’s debt. The portfolio continues to remain well leased with an overall leasing level of 94% at quarter 
end. Year over year same-property net operating income through the first quarter was flat. The Fund 
anticipates paying a dividend in April of around $11.27 per share, providing investors with additional yield.  
At quarter end the portfolio’s allocation is well diversified across the apartment (22% allocation), office 
(25%), retail (22%), self-storage (19%) and industrial (12%) segments of the market. The portfolio is also 
well diversified across the U.S.  geographical landscape allocating 38% of the portfolio to the Western 
region of the U.S., 21% to the Southern region, 18% to the Midwest region and 23% to the Eastern region 
of the country. During the period a portfolio of medical office assets were acquired at a total equity cost of 
$525.3 million. The portfolio includes assets in Texas, New Jersey, North Carolina, Virginia, Missouri, 
Indiana and Illinois. The Heitman portfolio is currently outperforming its benchmark over all measured 
periods greater than one-year including since inception (08/10). 


 
Invesco Core Real Estate-USA (Direct Core Real Estate) 
 Invesco manages two of the Fund’s three direct core real estate portfolios. The Invesco Core Real Estate-


USA portfolio returned 2.47% (net of fees) during the first quarter, outperforming its benchmark (NCREIF 
Open End Diversified Core Index) which returned 1.97%. The total return of 2.47% comprised of 0.91% 
income and 1.55% appreciation. Appreciation in the Core Portfolio was primarily driven by the office and 
industrial sectors, while the Manage-to-Core Portfolio generated approximately $25 million, or 20 bps, of 
gross appreciation. As a result of an increase in U.S. Treasury rates, debt mark-to-market had a positive 38 
bps and 23 bps impact to the current quarter and one year returns, respectively. Invesco’s emphasis on 
long duration, fixed rate debt (weighted average remaining term of 8.4 years) makes it relatively more 
sensitive to changes in interest rates. Management expects continued, meaningful, value creation from 
these Manage-to-Core assets as they mature over the near- and medium-term. The Fund ended the 
quarter at 91.9% leased, which is down 160 bps from the prior quarter and 130 bps from the prior year due 
to the addition of specific manage-to-core assets. The Core Portfolio percentage leased increased 70 bps 
from the prior quarter and 80 bps from the prior year to a strong 95.5%. During the quarter, the Fund 
closed on three acquisitions for a total gross purchase price of $259.4 million: an industrial property located 
in Fairfield, CA (SF Bay Area), a partnership interest in an office/retail redevelopment property located in 
Santa Monica, CA (Los Angeles Area) and a partnership interest in a self-storage portfolio located in 
Austin, Portland and Raleigh MSAs. The Invesco portfolio is currently outperforming its benchmark over all 
measured periods including since inception (08/10).
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Fixed Income Overview 7 


 


Fixed Income Composites 


 


Global Fixed Income Managers 


  


                                                 
7 High Yield Custom Benchmark: Citigroup High Yield Cash Pay (4q99 – Present); Citigroup High Yield Composite Index (1q97 – 3q99). 


QTR YTD 1-year 3-year 5-year 10-year


Global Fixed Income (Gross) 476.8$  -1.07 -1.07 2.22 2.09 2.56 4.22


Global Fixed Income (Net) -1.12 -1.12 2.01 1.88 2.38 4.02
    Barclays Aggregate Bond Index -1.46 -1.46 1.20 1.20 1.82 3.63


      Net of Fee Value Added vs Benchmark 0.34 0.34 0.81 0.68 0.56 0.39


High Yield (Gross) 441.3$  -0.88 -0.88 3.77 5.05 4.93 7.61


High Yield (Net) -0.99 -0.99 3.24 4.57 4.44 7.11


    Custom Benchmark 1 -0.80 -0.80 3.67 4.87 4.61 7.79


      Net of Fee Value Added vs Benchmark -0.19 -0.19 -0.43 -0.30 -0.17 -0.68


Bloomberg Aggregate 0.39 3.54 3.54 2.24 2.10 3.63


Citigroup High Yield Cash Pay 0.51 7.01 7.01 5.97 5.35 7.58


BofA ML High Yield Master II 0.41 7.47 7.47 6.38 5.80 7.88


Assets Performance


(Millions)


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Global Fixed Income


Advantus Capital Management Advantus Capital Mgmt. (Gross) 203.8$  -1.15 -1.15 2.45 2.48 2.98 4.75 May-07


Advantus Capital Management Advantus Capital Mgmt. (Net) -1.19 -1.19 2.28 2.30 2.80 4.58 May-07


   Bloomberg Aggregate + 0.5% -1.34 -1.34 1.70 1.70 2.32 4.64 May-07


      Net of Fee Value Added vs Objective 0.15 0.15 0.58 0.60 0.48 -0.06


   Bloomberg Aggregate -1.46 -1.46 1.20 1.20 1.82 4.14 May-07


      Net of Fee Value Added vs Benchmark 0.27 0.27 1.08 1.10 0.98 0.44


   Information Ratio 2.09 2.01 1.93


   Sharpe Ratio 0.57 0.71 0.86


Aberdeen Global Fixed Income Aberdeen (Gross) 204.8$  -1.13 -1.13 2.02 1.81 2.08 4.87 Apr-07


Aberdeen Global Fixed Income Aberdeen (Net) -1.19 -1.19 1.78 1.61 1.91 4.66 Apr-07


   Bloomberg Aggregate + 0.5% -1.34 -1.34 1.70 1.70 2.32 4.47 Apr-07


      Net of Fee Value Added vs Objective 0.15 0.15 0.08 -0.09 -0.41 0.19


   Bloomberg Aggregate -1.46 -1.46 1.20 1.20 1.82 3.97 Apr-07


      Net of Fee Value Added vs Benchmark 0.27 0.27 0.58 0.41 0.09 0.69


   Information Ratio 1.36 0.51 0.11


   Sharpe Ratio 0.32 0.40 0.51


Date


InceptionPerformance (%)
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Fixed Income Overview (Continued) 
 


Global Fixed Income Managers 


 
 


 The Fund’s global fixed income segment returned -1.12% (net of fees) during the first quarter of 2018, 
outperforming the Bloomberg Aggregate Bond Index, which returned -1.46%. The segment is comprised of 
three actively managed strategies: (1) Advantus Capital Management, (2) Aberdeen Asset Management, 
and (3) Garcia Hamilton. During the period, all three of the portfolios managed to outperform the 
Bloomberg Aggregate Index. Advantus and Aberdeen (both with early 2007 inception dates) manage 
roughly the same level of assets for the Fund, the newer Garcia Hamilton portfolio (late 2013 inception) has 
a smaller mandate. Therefore, quarter to quarter performance is largely driven by the results of the 
Advantus and Aberdeen accounts while the Garcia Hamilton account does not have the ability to move the 
needle as much, so to speak, on account of its smaller size. The global fixed income composite is 
outperforming against the Bloomberg Aggregate over the one-, three- and five- and ten-year periods. 


 


Advantus Capital Management (Core Fixed Income) 


 Advantus Capital manages one of the Fund’s three global fixed income portfolios. During the first quarter, 
the Advantus portfolio returned -1.19% (net of fees), outperforming its benchmark (Bloomberg Aggregate) 
which returned -1.46% for the quarter. The portfolio’s performance relative to its benchmark during the 
quarter was driven primarily from positive security selection results across the corporate and structured 
securities sectors. The portfolio’s return was negatively impacted by adverse security selection results in 
the local authority sector. The portfolio also benefitted from its underweight position in Agency MBS, while 
the portfolio’s performance was adversely impacted by its overweight positions in all corporate sectors, 
particularly in utilities and financials. The portfolio's yield curve positioning had a positive impact on 
performance relative to the benchmark during the quarter. The portfolio's duration positioning remains 
slightly short that of its benchmark. During the quarter management reduced overall exposure to corporate 
bonds, most notably in utilities and industrials; the portfolio remains overweight financials, industrials and 
utilities. In the industrials sector, management reduced positions in a number of sectors, most notably in 
consumer cyclicals, communications and technology. The Advantus portfolio is currently outperforming 
against its benchmark over the one-, three- and five-year periods as well as since inception (06/07). 
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Fixed Income Overview (Continued) 
 


Aberdeen (Core Fixed Income) 
 Aberdeen manages another of the Fund’s global fixed income portfolios. During the first quarter the 


Aberdeen portfolio returned -1.19% (net of fees), outperforming its benchmark the Bloomberg Aggregate 
Index which returned -1.46% during the period. During the period the portfolio lowered its exposure to U.S. 
treasuries and credit while increasing exposure to single family mortgage backed securities and asset 
backed securities. At quarter end the portfolio also held out of benchmark allocations to non-U.S. 
developed issues as well as emerging market issues. In the current period the portfolio’s exposure 
commercial mortgage backed securities as well as asset backed securities proved beneficial as both 
segments outperformed credit broadly speaking. Security selection also accrued positively to the portfolio’s 
return during the first quarter. Relative to the benchmark, the portfolio had a greater proportion of its debt 
characterized by long maturities: bonds maturing in ten years or more comprised over 22% of the 
portfolio’s total asset value, compared to just over 16% for the benchmark. The credit quality of the portfolio 
(AA) closely matched that of the Barclays Aggregate (also AA), such that this was not a meaningful source 
of added or detracted value. The Aberdeen portfolio is outperforming against its benchmark over the one-, 
three- and five-year periods, as well as since inception (06/07). 


 
Garcia Hamilton (Core Fixed Income) 


 Garcia Hamilton is the Fund’s third global fixed income manager. During the first quarter, the portfolio 
returned -0.69% (net of fees), outperforming its benchmark index (Bloomberg Aggregate Index) which 
returned -1.46%. Unlike the two other strategies in the Fund’s global fixed income segment (Advantus and 
Aberdeen), the Garcia Hamilton portfolio has typically maintained exposure to government and agency 
bonds (predominantly Treasuries) at a level that is greater than or equal to the benchmark. As of quarter 
end, the account held approximately 34% in the corporate sector versus the index weighting of 25%.  In the 
agency and agency MBS sectors, the account held approximately 13% and 12% versus the benchmark 
weightings of 7% and 28%, respectively.  Duration positioning was the primary contributor to relative 
performance as the portfolio maintained a shorter duration than the benchmark in a period of rising interest 
rates.  The portfolio also benefitted from an underweight to fixed rate corporate bonds as credit spreads 
widened this quarter.  The average yield of the portfolio was marginally lower than the benchmark due to a 
shorter duration and high quality profile.  Despite the rise in interest rates this year, Garcia Hamilton 
believes the market is still underestimating the pace of future Fed rate hikes and the impact of the 
reduction of its balance sheet.  Therefore, management is maintaining a shorter duration than the 
benchmark index in anticipation of higher interest rates.  Additionally, management has reduced an 
overweight to the long end as the yield curve has flattened significantly since they initiated a “barbell” 
positioning. The Garcia Hamilton portfolio is currently outperforming against its benchmark over the one-
year and three-year periods as well as since inception (12/13). 
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Fixed Income Overview (Continued) 8 
 


High Yield/Credit Opportunities Managers 


 
 The high yield composite returned -0.99% (net of fees) during the first quarter, underperforming against the 


Citigroup High Yield Cash Pay Index, which returned -0.80%. The composite is currently split equally 
between the two actively-managed strategies. During the period, the Fund’s BlackRock exposure managed 
to outpace the benchmark while the Oaktree portfolio trailed the benchmark modestly. The high yield 
composite is currently underperforming its benchmark over extended time periods greater than one year 
including since inception (03/97).   


 


Oaktree Capital Management (High Yield Fixed Income) 


 Oaktree Capital manages one of the Fund’s two high yield fixed income portfolios. The Oaktree portfolio 
returned -1.25% (net of fees) during the first quarter, underperforming its benchmark (Citigroup High Yield 
Cash Pay) which returned -0.80%. Overall, the net management effect from individual issue selection was 
negative for the period leading to underperformance relative to the benchmark. Sector positioning also 
contributed to underperformance during the period. While perhaps surprising given the downturn, it was 
aggressive investing that earned the best returns, illustrated by the outperformance of CCCs. Hence, while  


                                                 
8 Oaktree Capital Management Performance Objective: Citigroup High Yield Cash Pay + 1% (4q99 – Present); Citigroup High Yield Composite Index + 1% (2q97 – 


Present). 


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


High Yield


Oaktree Capital Management (Gross) 219.4$  -1.13 -1.13 3.25 4.51 4.40 7.32 Dec-96


Oaktree Capital Management (Net) -1.25 -1.25 2.76 3.99 3.88 6.81 Dec-96


   Performance Objective -0.55 -0.55 4.67 5.87 5.61 7.94 Dec-96


      Net of Fee Value Added vs Objective -0.70 -0.70 -1.91 -1.88 -1.73 -1.13


   Custom Benchmark -0.80 -0.80 3.67 4.87 4.61 6.94 Dec-96


      Net of Fee Value Added vs Benchmark -0.45 -0.45 -0.91 -0.88 -0.73 -0.13


   Information Ratio -1.10 -1.04 -0.94


   Sharpe Ratio 0.63 0.63 0.66


BlackRock High Yield (Gross) 221.9$  -0.63 -0.63 4.29 4.83 5.00 6.92 Sep-06


BlackRock High Yield (Net) -0.74 -0.74 3.72 4.36 4.51 6.44 Sep-06


   Citigroup High Yield Cash Pay + 1% -0.55 -0.55 4.67 5.87 5.61 8.05 Sep-06


      Net of Fee Value Added vs Objective -0.19 -0.19 -0.95 -1.51 -1.10 -1.61


   Citigroup High Yield Cash Pay -0.80 -0.80 3.67 4.87 4.61 7.05 Sep-06


      Net of Fee Value Added vs Benchmark 0.06 0.06 0.05 -0.51 -0.10 -0.61


   Information Ratio 0.11 -0.23 -0.06


   Sharpe Ratio 1.16 0.79 0.87


Credit Opportunities


Neuberger Berman (Gross) 91.8$    -0.50 -0.50 6.21 -.- -.- 9.25 Jan-16


Neuberger Berman (Net) -0.60 -0.60 5.89 -.- -.- 9.01 Jan-16


   Custom Benchmark + 1% -0.25 -0.25 5.05 -.- -.- 10.26 Jan-16


      Net of Fee Value Added vs Objective -0.35 -0.35 0.84 -1.25


   Custom Benchmark -0.50 -0.50 4.05 -.- -.- 9.26 Jan-16


      Net of Fee Value Added vs Benchmark -0.10 -0.10 1.84 -0.25


   Information Ratio 1.52 -.- -.-


   Sharpe Ratio 1.86 -.- -.-


Performance (%) Inception


Date
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Fixed Income Overview (Continued) 
 
Oaktree lagged the broader benchmark, which includes CCC-rated bonds, the results were generally in line 
with the core BB/B segment of the market. In particular, relative performance was penalized when two 
large distressed issuers with broken balance sheets (Frontier Communications and iHeartRadio) 
rebounded, earning outsized returns. The portfolio is currently positioned with a slightly lower current yield, 
suggesting that the price performance of its bond holdings has been mildly more resilient to downwards 
pressures that the benchmark. Additionally, the portfolio maintains a slightly higher effective duration of its 
portfolio relative to the benchmark, as it has over the last couple of years; this indicates that the portfolio 
has greater price sensitivity to changes in interest rates. The Oaktree portfolio is currently underperforming 
over the one-, three- and five-year periods, as well as since inception (03/97). 


 


BlackRock (High Yield Fixed Income) 
 BlackRock manages the Fund’s other high yield fixed income portfolio. During the first quarter, the 


BlackRock portfolio returned -0.74%, outperforming its benchmark (Citigroup High Yield Cash Pay) which 
returned -0.80%. The portfolio outperformed the benchmark during the period as a result of favorable 
individual sector/issue selection. A lower weighted-average credit quality (B) relative to the benchmark 
index (BB) also had a marginally positive impact on performance during the period as lower rated high yield 
issues performed much better than their higher rated counterparts (the CCC-rated component of the 
Citigroup High Yield index returned 0.33% while the BB-rated component returned -1.60%). The portfolio is 
exhibiting a slightly lower current yield relative to the benchmark while the effective duration of the portfolio 
sits moderately above that of the benchmark, pointing to increase price sensitivity to sudden changes in the 
prevailing interest rates. The BlackRock portfolio is currently outperforming over the one-year period but 
continues to trail its benchmark over the three- and five-year periods as well as since inception period (-61 
bps) (09/06). 
 


Neuberger Berman (Credit Opportunities) 


 Neuberger Berman manages the Fund’s credit opportunities portfolio. During January of 2016 the 
Neuberger Berman Credit Opportunities portfolio was funded to further diversify the plan’s fixed income 
basket. Now in its second year of performance the portfolio returned -0.60% for the period, 
underperforming its custom benchmark (33% ML High Yield Master II Index/33% S&P LSTA Leveraged 
Loan Index/33% JPM EMBI Global Diversified Index) which returned -0.50%.  Performance during the 
period was led by the portfolios CLO and non-agency securities which continued to outperform other 
sectors to start the year. The most notable detractors during the period included the portfolio’s high yield 
and loan issues. As of quarter end, the portfolio maintains a notable overweight to Latin America with 
underweight positions in Asia and the Middle East. Meanwhile, the credit quality of the portfolio (B) closely 
matched that of its custom benchmark (also B), such that this was not a meaningful source of added or 
detracted value.  The Neuberger Berman portfolio is currently underperforming its custom benchmark since 
its inception (-25 bps) (01/16).







  


 Wilshire Consulting 
 Executive Summary of Performance – March 31, 2018 
 Employees’ Retirement Fund of the City of Dallas 
 


Page 26 


 


Private Equity Overview  


 


Private Equity Composite 


 
 


 Multiple calculation = (market value + distributions) / capital called 


 Internal Rate of Return shown here is calculated by Wilshire based on cumulative cash flows and 
annualized since inception. 


  
       * Total Private Equity capital balance includes cash reserves  


Total 


Commitment


Cumulative 


Distributions


Capital 


Balance
Multiple


Calculated 


IRR


Hamilton Lane Fund VII LP (Series A) 30,000,000      25,297,247           84.3% 18,391,835      19,084,577      1.48      10.6%


Hamilton Lane Fund VII LP (Series B) 20,000,000      17,695,467           88.5% 6,792,033        12,773,740      1.11      2.7%


Hamilton Lane Fund VII LP (Total) 50,000,000     42,992,714          86.0% 25,183,868     31,858,317     1.33      7.5%


Hamilton Lane Secondary Fund II LP 25,000,000      22,820,158           91.3% 25,931,924      2,411,031        1.24      8.9%


Hamilton Lane Secondary Fund III LP 30,000,000      17,762,479           59.2% 14,106,878      14,986,844      1.64      24.5%


Hamilton Lane Secondary Fund IV LP 30,000,000      4,247,418             14.2% 204,691           7,592,945        1.84      -


Hamilton Lane Fund VIII LP (Global) 30,000,000      16,078,923           53.6% 2,568,375        20,357,991      1.43      13.1%


GCM Grosvenor - Partnership, L.P. 75,000,000      75,469,138           100.6% 61,062,608      51,176,189      1.49      14.9%


GCM Grosvenor - Partnership II, L.P. (2014) 60,000,000      48,285,686           80.5% 11,558,965      39,059,681      1.05      5.2%


GCM Grosvenor - Partnership II, L.P. (2015) 20,000,000      15,528,783           77.6% 167,191           15,606,734      1.02      2.7%


GCM Grosvenor - Partnership II, L.P. (2017) 30,000,000      702,174                2.3% -                      702,174           1.00      -


Fairview Capital III * 40,000,000      14,423,819           36.1% 902,008           13,601,714      1.01      4.8%


Total Private Equity Program 390,000,000    258,311,292         66.2% 141,686,508    221,216,957    1.40      12.4%


Cumulative Capital 


Called
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MLP Overview  


 


MLP Composite 


 


Managers 


 
 


QTR YTD 1-year 3-year 5-year 10-year


Total MLPs (Gross) 243.1$  -9.09 -9.09 -17.68 -9.60 -0.41 -.-


Total MLPs (Net) -9.23 -9.23 -18.21 -10.18 -1.05 -.-
    Alerian MLP Index -11.12 -11.12 -20.07 -11.24 -5.85 -.-


      Net of Fee Value Added vs Index 1.89 1.89 1.86 1.06 4.80


Alerian MLP Index -11.12 -11.12 -20.07 -11.24 -5.85 5.60


S&P MLP Index -10.73 -10.73 -18.72 -11.68 -4.92 5.83


Bloomberg Commodities Index -0.40 -0.40 3.71 -3.21 -8.32 -7.71


Assets Performance


(Millions)


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


MLPs


Harvest Fund Advisors (Gross) 121.6$  -8.46 -8.46 -16.76 -9.58 -0.74 4.36


Harvest Fund Advisors (Net) -8.62 -8.62 -17.37 -10.25 -1.43 3.65 Dec-11


   Alerian MLP Index + 1.5% -10.75 -10.75 -18.57 -9.74 -4.35 0.32 Dec-11


      Net of Fee Value Added vs Objective 2.13 2.13 1.20 -0.51 2.92 3.33


   Alerian MLP Index -11.12 -11.12 -20.07 -11.24 -5.85 -1.18 Dec-11


      Net of Fee Value Added vs Benchmark 2.50 2.50 2.70 0.99 4.42 4.83


   Information Ratio 1.28 0.30 1.10


   Sharpe Ratio -1.16 -0.52 -0.10


Atlantic Trust CIBC (Gross) 121.5$  -9.70 -9.70 -18.58 -9.62 -0.79 5.20


Atlantic Trust CIBC (Net) -9.82 -9.82 -19.03 -10.12 -1.33 4.63 Dec-11


   Alerian MLP Index + 1.5% -10.75 -10.75 -18.57 -9.74 -4.35 0.32 Dec-11


      Net of Fee Value Added vs Objective 0.93 0.93 -0.46 -0.38 3.02 4.31


   Alerian MLP Index -11.12 -11.12 -20.07 -11.24 -5.85 -1.18 Dec-11


      Net of Fee Value Added vs Benchmark 1.30 1.30 1.04 1.12 4.52 5.81


   Information Ratio 0.49 0.31 1.14


   Sharpe Ratio -1.25 -0.49 -0.09


Date


Performance (%) Inception
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MLP Overview (Continued) 
 


 The Fund’s Master Limited Partnership (MLP) program is comprised of two individual managers, Harvest 
Fund Advisors and Atlantic Trust (formerly Invesco), with the mandates essentially split evenly between the 
two. Investor angst continued in the first quarter of 2018, as the performance of the midstream energy 
sector experienced yet another quarter of elevated volatility and negative total returns. The market cap-
weighted Alerian MLP Index produced a -11.52% total return in the first quarter. In all, it has been a period 
of material underperformance across the energy sector as compared to the -0.76% total return of the S&P 
500 Index over the same time period. Amidst the continued volatility in the space, both of the MLP 
strategies were able to outpace the benchmark in the during the quarter. The MLP composite is currently 
outperforming over the one-, three- and five-year periods as well as since inception (09/12). 


 
Harvest Fund Advisors (MLPs) 
 Harvest Fund Advisors manages one of the Fund’s two MLP portfolios. During the first quarter the Harvest 


portfolio returned -8.62% (net of fees), outperforming its benchmark (Alerian MLP Index) which returned –
11.12%. Since the Harvest portfolio typically has approximately anywhere from 96% to 100% of its value 
invested in energy sector MLPs, sector weighting has not historically been a meaningful source of added or 
detracted value. However, given the continued unpredictability in the energy market over the past few 
years coupled with high degrees of performance dispersion across different segments of the market, sector 
weighting is playing an increasingly important role. As of quarter end the portfolio maintained a small out-
of-benchmark position in the materials (less than 1% weight) segment of the market. The ongoing wide 
dispersion in performance among different midstream companies is at least partially driven by balance 
sheet strength – those carrying lest debt burden have been able to maintain dividend growth investors 
expect, which in turn helps to somewhat buoy the market price of the stock. During the period the 
portfolio’s energy holdings delivered performance in excess of the benchmark leading to outperformance 
relative to the benchmark in Q1. The portfolio has a lower current yield along with the expectation of lower 
dividend growth over the five-year period relative to the benchmark. The Harvest Fund Advisors MLP 
portfolio continues to outperform against its benchmark for the one-, three- and five-year periods, as well 
as since inception (12/11)  
 


Atlantic Trust (MLPs) 


 Atlantic Trust CIBC (formerly Invesco) manages the Fund’s other MLP portfolio. During the first quarter, the 
Atlantic Trust portfolio returned -9.82% (net of fees), outpacing its benchmark (Alerian MLP Index) which 
returned -11.12%. It is important to note that the Atlantic Trust portfolio (containing 32 stocks) is more 
concentrated than the Harvest portfolio (43 stocks) as well as the benchmark (63 stocks). As a result, many 
of its position sizes are relatively much larger and have a greater impact on the overall return. The 
portfolio’s outperformance during the period was primarily as a result of favorable stock selection, which 
was confined to the energy segment (this is of course the dominant segment in the market space, 
comprising over 96% of the benchmark’s total asset value). The portfolio’s energy-focused MLP stocks 
generated a -10.01% loss for the period outperforming the respective benchmark holdings which returned -
11.15%. This was driven at least in part by the fact that a few of the portfolio’s larger holdings were among 
its best performers during the period. Most notably, Plains All American Pipeline, the portfolio’s fifth largest 
single holding, delivered strong positive returns in what was a challenging period for MLP stocks in general. 
The portfolio continues to succeed in retaining a mix of higher quality names from within this segment 
which has allowed it to recoup some of the losses it experienced elsewhere in the portfolio. The portfolio 
has lower current yield with the expectation of slightly higher dividend growth over the five-year period 
relative to the benchmark. The Atlantic Trust MLP portfolio is outperforming against its benchmark for the 
one-, three- and five-year periods as well as since inception (12/11)  







 
 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Appendix: Risk Analysis
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Expected Return and Risk  
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Expected Return and Tracking Error based on Wilshire’s Asset Assumptions 


 
 The variance between the Fund’s actual asset allocation and the target allocation is a source of tracking 


error for the Fund. This “asset allocation tracking error” is currently forecasted to be 0.23% (for the one-
year period) at quarter-end. The Fund’s MLP segment was the largest contributor to the overall tracking 
error. This is largely attributable to the fact that the public real assets composite currently sits around 1.4% 
underweight to its target allocation. The U.S. equity and global fixed income segments also contributed 
towards tracking error albeit on a lesser scale. 
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Manager Risk Statistics 


 


T. Rowe Price (Enhanced Index) 1 Yr 3 Yr 5 Yr 10 Yr Advantus Capital (Core Fixed Income) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 8.62 10.47 10.00 15.12 Standard Deviation 2.04 2.48 2.85 3.27


Standard Deviation (Index) 8.47 10.26 9.87 15.05 Standard Deviation (Index) 2.37 2.69 2.93 3.27


Sharpe Ratio 1.71 1.06 1.35 0.64 Sharpe Ratio 0.57 0.71 0.86 1.29


Sharpe Ratio (Index) 1.51 0.99 1.31 0.61 Sharpe Ratio (Index) 0.04 0.25 0.51 1.00


Excess Risk 1.16 1.25 1.12 1.15 Excess Risk 0.5 0.54 0.50 1.67


Information Ratio 1.53 0.68 0.49 0.43 Information Ratio 2.09 2.01 1.93 0.54


Systematic (Small Core) 1 Yr 3 Yr 5 Yr 10 Yr Aberdeen (Core Fixed Income) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 10.19 13.03 13.04 20.22 Standard Deviation 2.05 2.71 3.08 3.76


Standard Deviation (Index) 9.34 13.89 13.82 19.76 Standard Deviation (Index) 2.37 2.69 2.93 3.27


Sharpe Ratio 1.67 1.01 1.14 0.60 Sharpe Ratio 0.32 0.40 0.51 1.03


Sharpe Ratio (Index) 1.13 0.56 0.80 0.48 Sharpe Ratio (Index) 0.04 0.25 0.51 1.00


Excess Risk 4.07 3.59 3.59 3.89 Excess Risk 0.41 0.80 0.81 1.42


Information Ratio 1.43 1.38 0.95 0.62 Information Ratio 1.36 0.51 0.11 0.41


Channing Capital (Small Value) 1 Yr 3 Yr 5 Yr 10 Yr Garcia Hamilton (Core Fixed Income) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 9.01 15.09 n/a n/a Standard Deviation 1.74 2.65 n/a n/a


Standard Deviation (Index) 11.12 14.10 n/a n/a Standard Deviation (Index) 2.37 2.69 n/a n/a


Sharpe Ratio 0.42 0.40 n/a n/a Sharpe Ratio 0.47 0.36 n/a n/a


Sharpe Ratio (Index) 0.36 0.52 n/a n/a Sharpe Ratio (Index) 0.04 0.25 n/a n/a


Excess Risk 4.58 4.04 n/a n/a Excess Risk 0.97 1.07 n/a n/a


Information Ratio -0.05 -0.30 n/a n/a Information Ratio 0.74 0.26 n/a n/a


Acadian (Int'l  Small Cap) 1 Yr 3 Yr 5 Yr 10 Yr BlackRock (High Yield) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 9.56 12.41 12.23 20.25 Standard Deviation 2.23 4.82 4.79 8.53


Standard Deviation (Index) 8.10 11.95 11.63 19.32 Standard Deviation (Index) 2.37 5.88 5.47 10.39


Sharpe Ratio 2.47 1.10 0.81 0.42 Sharpe Ratio 1.16 0.79 0.87 0.78


Sharpe Ratio (Index) 2.38 0.82 0.71 0.25 Sharpe Ratio (Index) 1.07 0.73 0.78 0.71


Excess Risk 3.29 3.23 3.32 3.53 Excess Risk 0.34 2.12 1.68 2.86


Information Ratio 1.12 1.09 0.47 0.98 Information Ratio 0.11 -0.23 -0.06 -0.26


AQR (Int'l  Enhanced Index) 1 Yr 3 Yr 5 Yr 10 Yr Oaktree (High Yield) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 9.32 11.70 11.35 19.09 Standard Deviation 2.61 5.50 5.32 8.85


Standard Deviation (Index) 9.18 12.47 11.88 18.27 Standard Deviation (Index) 2.37 5.88 5.47 10.39


Sharpe Ratio 1.85 0.69 0.69 0.18 Sharpe Ratio 0.63 0.63 0.66 0.76


Sharpe Ratio (Index) 1.66 0.45 0.47 0.11 Sharpe Ratio (Index) 1.07 0.73 0.78 0.71


Excess Risk 1.46 2.04 2.21 2.51 Excess Risk 0.81 0.81 0.74 2.71


Information Ratio 1.18 1.12 0.98 0.57 Information Ratio -1.10 -1.04 -0.94 -0.25


Baring (Int'l  Enhanced Index) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 9.05 12.56 11.79 18.76 Harvest (MLP) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation (Index) 9.18 12.47 11.88 18.79 Standard Deviation 15.79 20.65 17.71 n/a


Sharpe Ratio 1.66 0.40 0.49 0.13 Standard Deviation (Index) 15.81 20.50 17.58 n/a


Sharpe Ratio (Index) 1.66 0.45 0.47 0.13 Sharpe Ratio -1.16 -0.52 -0.10 n/a


Excess Risk 0.51 1.35 1.50 1.61 Sharpe Ratio (Index) -1.33 -0.57 -0.35 n/a


Information Ratio -0.44 -0.39 0.14 0.11 Excess Risk 2.63 3.72 4.26 n/a


Information Ratio 1.28 0.3 1.10 n/a


Wellington (Global Equity) 1 Yr 3 Yr 5 Yr 10 Yr Atlantic Trust CIBC (MLP) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 8.99 11.60 11.11 n/a Standard Deviation 15.97 21.74 18.39 n/a


Standard Deviation (Index) 8.55 10.87 10.34 n/a Standard Deviation (Index) 15.81 20.50 17.58 n/a


Sharpe Ratio 1.71 0.68 1.05 n/a Sharpe Ratio -1.25 -0.49 -0.09 n/a


Sharpe Ratio (Index) 1.59 0.69 0.85 n/a Sharpe Ratio (Index) -1.33 -0.57 -0.35 n/a


Excess Risk 2.71 3.05 3.33 n/a Excess Risk 2.67 4.14 4.22 n/a


Information Ratio 0.58 0.12 0.77 n/a Information Ratio 0.49 0.31 1.14 n/a


Acadian (Global Low Volatil ity) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 7.20 n/a n/a n/a Adelante (REIT) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation (Index) 6.62 n/a n/a n/a Standard Deviation 9.81 13.15 13.44 24.40


Sharpe Ratio 1.42 n/a n/a n/a Standard Deviation (Index) 10.56 13.75 14.21 25.89


Sharpe Ratio (Index) 1.43 n/a n/a n/a Sharpe Ratio -0.16 0.01 0.50 0.21


Excess Risk 2.85 n/a n/a n/a Sharpe Ratio (Index) -0.42 0.07 0.43 0.23


Information Ratio 0.25 n/a n/a n/a Excess Risk 1.40 1.76 1.76 3.09


Information Ratio 2.15 -0.44 0.30 -0.24


Redwood Investments (Small Growth) 1 Yr 3 Yr 5 Yr 10 Yr Neuberger Berman (Credit Opps) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 10.72 n/a n/a n/a Standard Deviation 2.55 n/a n/a n/a


Standard Deviation (Index) 7.87 n/a n/a n/a Standard Deviation (Index) 1.83 n/a n/a n/a


Sharpe Ratio 0.79 n/a n/a n/a Sharpe Ratio 1.86 n/a n/a n/a


Sharpe Ratio (Index) 3.54 n/a n/a n/a Sharpe Ratio (Index) 1.59 n/a n/a n/a


Excess Risk 5.29 n/a n/a n/a Excess Risk 1.17 n/a n/a n/a


Information Ratio -1.43 n/a n/a n/a Information Ratio 1.52 n/a n/a n/a


Real Estate Investment Trusts


Global Equity


Master Limited Partnerships


Fixed Income (Core)


High Yield Fixed Income


U.S. Equity


Non-U.S. Equity
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 Below is a historical visualization of realized tracking error (“ex-post”) for the Employees’ Retirement Fund 
of the City of Dallas over the preceding ten years: 
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W i l s h i r e  C o n s u l t i n g


ASSET CLASS PERFORMANCE


Data sources:  Wilshire Compass Note:  Developed asset class is developed equity markets ex-U.S., ex-Canada
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U.S. Equity


The U.S. stock market was down -0.76% for the 


first quarter of 2018.  Volatility returned after a 


tranquil 2017.  While the market never 


experienced a daily loss of 2% or more last year, 


there were five such down days during the first 


quarter.  Strong jobs reports and wage growth 


had investors rethinking their inflation 


expectations and led to concerns that the 


Federal Reserve might accelerate increases in 


their short-term rate.


Consumer spending, the main driver of 


economic growth, will be a key issue to watch in 


2018. Consumers are highly interest rate 


sensitive but the increases in short-term rates 


that the Federal Reserve has been applying 


have so far had a muted affect. Fortunately, 


there are signs of consumer strength.  Low 


unemployment, rising wage growth and 


borrowing by households are all positive signals.


W i l s h i r e  C o n s u l t i n g


MARKET COMMENTARY


Non-U.S. Equity


Equity markets outside of the U.S. produced 


mixed results during the quarter with emerging 


markets up but developed markets in negative 


territory.  Concerns about global trade conflicts 


dominated headlines.  However, it is yet to be 


seen whether the future holds a series of 


escalating tariffs or trade deals like the one 


announced between the U.S. and South Korea.


Fixed Income


The U.S. Treasury yield curve rose in a parallel 


fashion during the quarter with most maturities 


up 35 basis points, on average.  The bellwether 


10-year Treasury yield ended the quarter at 


2.74%.  The Federal Open Market Committee 


decided to increase its overnight rate by 25 basis 


points in March to a range of 1.50% to 1.75%.  


Credit spreads widened during the quarter but 


remain narrow relative to historical observations.
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W i l s h i r e  C o n s u l t i n g


MARCH 2018 ASSET CLASS 


ASSUMPTIONS


DEV EMG GLOBAL LT NON-US


US EX-US MRKT EX-US GLOBAL PRIVATE CORE CORE US HIGH BOND US GLOBAL PRIVATE REAL US


STOCK STOCK STOCK STOCK STOCK EQUITY CASH BOND BOND TIPS YIELD (HDG) RES RES RE CMDTY ASSETS CPI


EXPECTED COMPOUND RETURN (%) 6.25 6.25 6.25 6.50 6.50 8.80 2.15 3.80 3.95 3.10 5.05 1.20 5.80 6.00 7.15 4.20 6.75 2.05


EXPECTED ARITHMETIC RETURN (%) 7.55 7.70 9.20 8.10 7.85 12.15 2.15 3.95 4.40 3.25 5.50 1.25 7.10 7.15 8.05 5.25 7.10 2.05


EXPECTED RISK (%) 17.00 18.00 26.00 18.75 17.15 28.00 1.25 5.15 9.85 6.00 10.00 3.50 17.00 15.80 14.00 15.00 8.50 1.75


CASH YIELD (%) 2.00 3.00 2.75 2.95 2.45 0.00 2.15 3.75 4.90 3.25 8.35 1.50 4.25 4.25 2.75 2.15 3.15 0.00


CORRELATIONS


US STOCK 1.00


DEV EX-US STOCK (USD) 0.81 1.00


EMERGING MARKET STOCK 0.74 0.74 1.00


GLOBAL EX-US STOCK 0.83 0.96 0.86 1.00


GLOBAL STOCK 0.94 0.92 0.82 0.94 1.00


PRIVATE EQUITY 0.74 0.64 0.62 0.67 0.74 1.00


CASH EQUIVALENTS -0.05 -0.09 -0.05 -0.08 -0.07 0.00 1.00


CORE BOND 0.28 0.13 0.00 0.09 0.20 0.31 0.19 1.00


LT CORE BOND 0.31 0.16 0.01 0.12 0.23 0.32 0.11 0.93 1.00


US TIPS -0.05 0.00 0.15 0.05 0.00 -0.03 0.20 0.60 0.47 1.00


HIGH YIELD BOND 0.54 0.39 0.49 0.45 0.51 0.34 -0.10 0.25 0.32 0.05 1.00


NON-US BOND (HDG) 0.16 0.25 -0.01 0.18 0.18 0.26 0.10 0.67 0.64 0.39 0.26 1.00


US RE SECURITIES 0.59 0.47 0.44 0.49 0.56 0.50 -0.05 0.17 0.23 0.10 0.56 0.05 1.00


GLOBAL RE SECURITIES 0.65 0.59 0.56 0.62 0.66 0.58 -0.05 0.17 0.22 0.11 0.62 0.03 0.94 1.00


PRIVATE REAL ESTATE 0.54 0.44 0.44 0.47 0.52 0.51 -0.05 0.19 0.25 0.09 0.57 0.05 0.77 0.76 1.00


COMMODITIES 0.25 0.34 0.39 0.38 0.32 0.27 0.00 -0.02 -0.02 0.25 0.29 -0.10 0.25 0.28 0.25 1.00


REAL ASSET BASKET 0.42 0.43 0.50 0.48 0.47 0.43 0.01 0.24 0.25 0.41 0.53 0.06 0.65 0.69 0.69 0.59 1.00


INFLATION (CPI) -0.10 -0.15 -0.13 -0.15 -0.13 -0.10 0.10 -0.12 -0.12 0.15 -0.08 -0.08 0.05 0.03 0.05 0.44 0.26 1.00


EQUITY FIXED INCOME REAL ASSETS


REAL ESTATE
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W i l s h i r e  C o n s u l t i n g


ECONOMIC REVIEW


Data sources:  Bureau of Labor Statistics, U.S. Treasury, University of Michigan, Institute for Supply Management, Bureau of Economic Analysis


AS OF MARCH 31, 2018


CPI (ALL ITEMS)


SEASONALLY ADJUSTED Mar-18 -0.1 3-Mo. 0.6


Feb-18 0.2 12-Mo. 2.4


Jan-18 0.5 10-Yr. (Annual) 1.6


BREAKEVEN INFLATION 10-Yr. 2.1


CONSUMER SENTIMENT Mar-18 101.4


U. OF MICHIGAN SURVEY Feb-18 99.7


1-Yr. Ago 96.9 10-Yr. Avg 79.7


MANUFACTURING Mar-18 59.3


INST. FOR SUPPLY MGMT Feb-18 60.8 >50 Expansion


PURCHASING MNGRS' IDX 1-Yr. Avg. 58.2 <50 Contraction


Note:  Seasonally adjusted CPI data is utilized to better reflect short-term pricing activity.


          March/2018 CPI is based on Federal Reserve of Philadelphia Survey of Professional Forecasters


MONTHLY CHANGE CUMULATIVE CHANGE


KEY ECONOMIC INDICATORS


CHANGE IN SECTOR
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• U.S. economy entering the “late cycle,” characterized by:


– Continued economic growth after a lengthy expansion


– Tightening monetary policy to combat rising inflation


• Common for volatility and correlations to rise during such conditions; rising discount rates lower 


the present value of all future cash flows


W i l s h i r e  C o n s u l t i n g


LATE CYCLE CONDITIONS


Data source:  Wilshire Associates, Bloomberg Barclays


 (0.80)


 (0.60)


 (0.40)


 (0.20)


 -


 0.20


 0.40


 0.60


U.S. EQUITY VS BONDS ROLLING 180-DAY CORRELATION







©2018 Wilshire Associates. 


7


W i l s h i r e  C o n s u l t i n g


U.S. EQUITY MARKET


Data sources:  Wilshire Compass, Wilshire Atlas


AS OF MARCH 31, 2018 QTR YTD 1 YR 3 YR 5 YR 10 YR


WILSHIRE 5000 INDEX -0.8 -0.8 13.7 10.5 13.1 9.6


WILSHIRE U.S. LARGE CAP -0.8 -0.8 14.1 10.8 13.3 9.5


WILSHIRE U.S. SMALL CAP -0.7 -0.7 10.1 7.9 11.5 10.9


WILSHIRE U.S. LARGE GROWTH 1.3 1.3 19.6 12.0 15.5 11.0


WILSHIRE U.S. LARGE VALUE -3.0 -3.0 8.6 9.3 11.2 7.9


WILSHIRE U.S. SMALL GROWTH 1.4 1.4 17.0 8.3 12.4 11.5


WILSHIRE U.S. SMALL VALUE -2.9 -2.9 3.4 7.2 10.5 10.2


WILSHIRE REIT INDEX -7.5 -7.5 -3.6 1.0 6.1 6.2


MSCI USA MIN. VOL. INDEX -1.2 -1.2 10.4 9.6 11.4 9.9


FTSE RAFI U.S. 1000 INDEX -2.4 -2.4 9.9 9.1 12.0 10.2
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• 2017 was one of the least volatile years in nearly four decades


– Largest drawdown for the year was -2.75%


– Only 4 trading days where the market was down 1% or more


• Volatility returned during the first quarter of 2018


– Annualized volatility for the quarter above the historical median


– “Number of Days Down” statistics are meaningful considering that they are for only one-


quarter of the year


W i l s h i r e  C o n s u l t i n g


RETURN OF VOLATILITY


Since


1980 Year 1% 2% 3% 4%


Max Risk 40.56% -48.54% 71 42 24 17 -17.23%


Avg 15.45% -13.81% 28.1 7.6 2.3 1.0 -4.00%


Med 13.21% -9.94% 22.5 4.0 1.0 0.0 -3.29%


Min Risk 6.96% -2.74% 3 0 0 0 -1.36%


Level 6.96% -2.75% 4 0 0 0 -1.85%


Rank 1 2 2 1 1 1 7


Q1 2018 Level 19.39% -9.92% 11 5 2 1 -4.02%


Worst 


Down Day


2017


Universe 


Statistics


Annual 


Volatility


Largest 


Drawdown


Number of Days Down:
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Higher quality names had a poor quarter after leading the market in 2017


W i l s h i r e  C o n s u l t i n g


RETURNS BY QUALITY SEGMENT


Data sources:  Wilshire Atlas
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W i l s h i r e  C o n s u l t i n g


NON-U.S.  EQUITY MARKET


Data sources:  Wilshire Compass


AS OF MARCH 31, 2018 QTR YTD 1 YR 3 YR 5 YR 10 YR


MSCI ACWI EX-US ($G) -1.1 -1.1 17.0 6.7 6.4 3.2


MSCI EAFE ($G) -1.4 -1.4 15.3 6.0 7.0 3.2


MSCI EMERGING MARKETS ($G) 1.5 1.5 25.4 9.2 5.4 3.4


MSCI FRONTIER MARKETS ($G) 5.2 5.2 27.6 8.3 9.1 -0.1


MSCI ACWI EX-US GROWTH ($G) -0.8 -0.8 20.3 7.7 7.2 3.6


MSCI ACWI EX-US VALUE ($G) -1.4 -1.4 13.9 5.7 5.5 2.7


MSCI ACWI EX-US SMALL ($G) -0.3 -0.3 21.0 11.0 9.1 6.0


MSCI EAFE MINIMUM VOLATILITY 0.6 0.6 14.8 7.2 7.9 5.9


FTSE RAFI DEVELOPED EX-US -2.0 -2.0 15.4 6.8 7.9 3.6


MSCI EAFE LC (G) -4.2 -4.2 5.8 3.8 8.9 5.0


MSCI EMERGING MARKETS LC (G) 0.8 0.8 22.4 9.4 8.6 5.8
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W i l s h i r e  C o n s u l t i n g


U.S. FIXED INCOME


Data sources:  Wilshire Compass, Bloomberg Barclays, U.S. Treasury
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AS OF MARCH 31, 2018 YTM DURATION QTR YTD 1 YR 3 YR 5 YR 10 YR


BLOOMBERG BARCLAYS AGGREGATE 3.1 6.1 -1.5 -1.5 1.2 1.2 1.8 3.6


BLOOMBERG BARCLAYS TREASURY 2.5 6.1 -1.2 -1.2 0.4 0.4 1.1 2.7


BLOOMBERG BARCLAYS GOV'T-REL. 3.1 5.4 -1.0 -1.0 1.7 1.3 1.8 3.3


BLOOMBERG BARCLAYS SECURITIZED 3.3 5.0 -1.2 -1.2 0.8 1.1 1.8 3.5


BLOOMBERG BARCLAYS CORPORATE 3.8 7.5 -2.3 -2.3 2.7 2.3 3.0 5.4


BLOOMBERG BARCLAYS LT G/C 3.8 15.2 -3.6 -3.6 5.1 2.1 4.1 6.8


BLOOMBERG BARCLAYS LT TREASURY 2.9 17.3 -3.3 -3.3 3.5 0.4 3.3 5.8


BLOOMBERG BARCLAYS LT GOV't-REL. 4.2 12.3 -2.3 -2.3 6.0 2.9 3.9 6.5


BLOOMBERG BARCLAYS LT CORP. 4.4 14.0 -4.1 -4.1 6.1 3.3 4.8 7.7


BLOOMBERG BARCLAYS U.S. TIPS * 2.7 7.6 -0.8 -0.8 0.9 1.3 0.0 2.9


BLOOMBERG BARCLAYS HIGH YIELD 6.5 4.1 -0.9 -0.9 3.8 5.2 5.0 8.3


TREASURY BILLS 1.7 0.25 0.4 0.4 1.1 0.5 0.3 0.3


* Yield and Duration statistics are for a proxy index based on similar maturity, the Bloomberg Barclays U.S. Treasury 7-10 Year Index
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• Federal Reserve began their balance sheet normalization program during October 2017; 


targeting $10B in reductions per month while increasing to $50B per month in Q4 2018


• Actual pace of reductions has been a bit slower, equaling $70B total through early-April 2018


W i l s h i r e  C o n s u l t i n g


FEDERAL RESERVE


Data sources:  Federal Reserve
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W i l s h i r e  C o n s u l t i n g


NON-U.S.  FIXED INCOME


Data sources:  Wilshire Compass, Bloomberg Barclays, Federal Reserve Bank of St. Louis


AS OF MARCH 31, 2018 QTR YTD 1 YR 3 YR 5 YR 10 YR


DEVELOPED MARKETS


BLMBRG BRCLYS GLBL AGGREGATE xUS 3.6 3.6 11.8 4.6 1.2 1.8


BLMBRG BRCLYS GLBL AGGREGATE xUS * 0.9 0.9 3.4 2.5 3.7 4.2


BLMBRG BRCLYS GLOBAL INF LNKD xUS 3.2 3.2 14.9 4.9 3.2 2.8


BLMBRG BRCLYS GLOBAL INF LNKD xUS * 0.7 0.7 3.9 4.7 5.3 5.6


EMERGING MARKETS (HARD CURRENCY)


BLMBRG BRCLYS EM USD AGGREGATE -1.5 -1.5 3.2 5.1 3.9 6.8


EMERGING MARKETS (FOREIGN CURRENCY)


BLMBRG BRCLYS EM LOCAL CURR. GOV'T 2.9 2.9 10.0 4.7 0.9 n.a.


BLMBRG BRCLYS EM LOCAL CURR. GOV'T * 1.0 1.0 3.1 2.2 1.8 n.a.


EURO vs. DOLLAR 2.4 2.4 15.0 4.6 -0.9 -2.5


YEN vs. DOLLAR 5.9 5.9 4.8 4.1 -2.4 -0.7


POUND vs. DOLLAR 3.7 3.7 12.2 -1.9 -1.6 -3.4


* Returns are reported in terms of local market investors, w hich removes currency effects.
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W i l s h i r e  C o n s u l t i n g


GLOBAL INTEREST RATES


Data sources:  Organization for Economic Co-operation and Development


Rates remain depressed in Europe including negative short-term rates in the major economies of 


France and Germany
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W i l s h i r e  C o n s u l t i n g


HIGH YIELD BOND MARKET


Data sources:  Wilshire Compass, Bloomberg Barclays


AS OF MARCH 31, 2018 QTR YTD 1 YR 3 YR 5 YR 10 YR


BLOOMBERG BARCLAYS HIGH YIELD -0.9 -0.9 3.8 5.2 5.0 8.3


CREDIT SUISSE LEVERAGED LOAN 1.6 1.6 4.6 4.3 4.2 5.4


HIGH YIELD QUALITY DISTRIBUTION WEIGHT


Ba U.S. HIGH YIELD 43.5% -1.6 -1.6 3.5 4.7 5.1 8.4


B U.S. HIGH YIELD 42.4% -0.6 -0.6 3.3 4.4 4.4 6.8


Caa U.S. HIGH YIELD 13.2% 0.3 0.3 5.8 7.8 6.4 8.5


Ca to D U.S. HIGH YIELD 0.6% 2.2 2.2 6.8 -1.3 -9.5 2.1


Non-Rated U.S. HIGH YIELD 0.2% 0.2 0.2 3.7 -1.1 0.1 2.1
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W i l s h i r e  C o n s u l t i n g


REAL ASSETS


Data sources:  Wilshire Compass, National Council of Real Estate Investment Fiduciaries


AS OF MARCH 31, 2018 QTR YTD 1 YR 3 YR 5 YR 10 YR


BLOOMBERG BARCLAYS U.S. TIPS -0.8 -0.8 0.9 1.3 0.0 2.9


BLOOMBERG COMMODITY INDEX -0.4 -0.4 3.7 -3.2 -8.3 -7.7


WILSHIRE GLOBAL RESI INDEX -5.2 -5.2 2.1 2.3 5.5 5.1


NCREIF ODCE FUND INDEX 2.2 2.2 8.1 10.0 11.4 5.1


NCREIF TIMBERLAND INDEX 0.9 0.9 3.8 3.4 6.1 4.1


ALERIAN MLP INDEX (OIL & GAS) -11.1 -11.1 -20.1 -11.2 -5.8 5.6
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W i l s h i r e  P r i v a t e  M a r k e t s


PRIVATE EQUITY – FUNDRAISING 


& INVESTMENT ACTIVITY


Source: Preqin, as of March 31, 2018.
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W i l s h i r e  P r i v a t e  M a r k e t s


PRIVATE EQUITY – PRICING & 


VALUATIONS


Source: S&P LBO; Pitchbook, *as of March 31, 2018.
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W i l s h i r e  P r i v a t e  M a r k e t s


U.S. INVESTMENT ACTIVITY BY 


DEAL SIZE


• Deal volume continues to be dominated by lower middle market deals with investments sizes


below $100 million through the first quarter of 2018


• However, deals with below $100 million check sizes comprised only 12% of all deal volume


by amount of capital invested in the first quarter of 2018


Source: PitchBook, *as of March 31, 2018.
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W i l s h i r e  P r i v a t e  M a r k e t s


PRIVATE CAPITAL DRY POWDER


Source: Preqin, *as of March 31, 2018.


• Global private capital dry powder continues to increase, topping $1.7 trillion across all fund types


• Private equity comprised over 60% of total dry powder in the market as of Q1 2018
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W i l s h i r e  P r i v a t e  M a r k e t s


PRIVATE EQUITY - U.S.  DEBT 


MARKETS


Source: S&P LBO, *as of March 31, 2018.


• Loan volume in 2017 increased by approximately $27 billion from the prior year and is on


pace to once again increase year-over-year through the first quarter of 2018


• Availability of debt capital has slightly driven up the percentage of debt used to finance


leveraged buyouts through the first quarter of 2018
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W i l s h i r e  P r i v a t e  M a r k e t s


PRIVATE EQUITY - U.S.  LBO 


PURCHASE PRICE MULTIPLES


• Despite the amount of debt that is readily available, purchase price multiples for U.S. LBOs


decreased slightly through Q1 2018 relative to 2017 levels


Source: S&P LBO, *as of March 31, 2018.
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W i l s h i r e  P r i v a t e  M a r k e t s


PRIVATE REAL ESTATE –


FUNDRAISING ACTIVITY


Source: Preqin, as of March 31, 2018.
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W i l s h i r e  C o n s u l t i n g


COMMERCIAL PROPERTY


Data sources:  CB Richard Ellis
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W i l s h i r e  P r i v a t e  M a r k e t s


UNLISTED INFRASTRUCTURE –


FUNDRAISING & INVESTMENT ACTIVITY


Source: Preqin, as of April 2018.


0


5


10


15


20


25


30


35


40


45


$0


$5


$10


$15


$20


$25


$30


$35


Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1


2013 2014 2015 2016 2017 2018


N
o


. 
o


f 
F


u
n


d
s


A
g


g
re


g
a
te


 C
a
p


it
a
l 
R


a
is


e
d


 (
$
B


)


Quarterly Global Unlisted Infrastructure Fundraising (2013 - Q1 2018)


Aggregate Capital Raised ($B) No. of Funds Closed


0


50


100


150


200


0


20


40


60


80


100


120


140


2011 2012 2013 2014 2015 2016 2017 2018*


N
o


. 
o


f 
F


u
n


d
s
 i
n


 M
a
rk


e
t


A
g


g
re


g
a
te


 C
a
p


it
a
l 
T


a
rg


e
te


d
 (


$
B


)


Unlisted Infrastructure Funds in Market over Time (2011 - April 2018)


Aggregate Capital Targeted ($B) No. of Funds in Market







©2018 Wilshire Associates. 


27


W i l s h i r e  C o n s u l t i n g


TIMBER


Data sources:  Forest Investment Associates
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W i l s h i r e  C o n s u l t i n g


HEDGE FUND PERFORMANCE


Data sources:  Wilshire Compass


AS OF MARCH 31, 2018 QTR YTD 1 YR 3 YR 5 YR 10 YR


DJ CS HEDGE FUND INDEX 0.5 0.5 5.4 1.8 3.6 3.5


EVENT DRIVEN -0.3 -0.3 3.3 0.1 2.7 3.3


GLOBAL MACRO 0.6 0.6 2.5 0.7 2.3 3.7


LONG/SHORT EQUITY 1.0 1.0 10.7 4.0 6.3 4.5


MULTI-STRATEGY 1.7 1.7 5.7 4.6 6.2 5.5


WILSHIRE 5000 -0.8 -0.8 13.7 10.5 13.1 9.6


MSCI ACWI EX-US ($G) -1.1 -1.1 17.0 6.7 6.4 3.2


BLOOMBERG BARCLAYS AGGREGATE -1.5 -1.5 1.2 1.2 1.8 3.6


DOW JONES UBS COMMODITY -0.4 -0.4 3.7 -3.2 -8.3 -7.7
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• Wilshire’s asset class return, 


risk and correlation 


assumptions are developed 


on 10-year forward looking 


expected rates of return and 


historical risk and correlation, 


adjusted to incorporate 


recent trends


• Return expectations 


represent a passive 


investment in the asset class 


(beta). They do not reflect 


value added from active 


management (alpha).


I N P U T


C a p i t a l  M a r k e t  A s s u m p t i o n s  ( a s  o f  D e c e m b e r  3 1 ,  2 0 1 7 )


Asset Class


10-Year 


Expected 


Compound 


Return


10-Year 


Expected 


Risk Cash Yield


Equity/Growth Assets


Domestic Equity 6.25% 17.00% 2.00%


International Equity 6.45% 18.75% 2.75%


Global Equity 6.45% 17.15% 2.35%


Global Low Volatility Equity 6.45% 13.50% 2.36%


Private Equity 8.75% 28.00% 0.00%


Fixed Income - Risk Reduction and Mitigation


Core Fixed Income 3.55% 5.15% 3.55%


High Yield Fixed Income 4.95% 10.00% 8.15%


Credit Opportunities 5.75% 10.33% 4.05%


Inflation Hedging Assets


REITs 5.40% 17.00% 3.95%


Private Real Estate 5.65% 12.00% 3.40%


MLPs 9.60% 17.00% 7.65%
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O P T I M I Z AT I O N


PORTFOLIO MODELING


Asset Class


Current 


Policy


Actual 


Weight ex 


Cash


Add 5% to Global 


Equity


Add 5% to 


Core Fixed


Add 2.5% to 


Global Equity


Add 2.5% to 


Core Fixed


Domestic Equity 15.00% 15.43% 15.00% 15.00% 15.00% 15.00%


International Equity 15.00% 16.42% 15.00% 15.00% 15.00% 15.00%


Global Equity 5.00% 5.22% 10.00% 5.00% 7.50% 5.00%


Global Low Volatility Equity 10.00% 10.65% 10.00% 10.00% 10.00% 10.00%


Private Equity 5.00% 5.95% 5.00% 5.00% 5.00% 5.00%


Total Growth Assets 50.00% 53.66% 55.00% 50.00% 52.50% 50.00%


Core Fixed Income 15.00% 13.09% 15.00% 20.00% 15.00% 17.50%


High Yield Fixed Income 12.50% 12.28% 10.00% 10.00% 10.00% 10.00%


Credit Opportunities 2.50% 2.52% 5.00% 5.00% 5.00% 5.00%


Total Fixed Income 30.00% 27.89% 30.00% 35.00% 30.00% 32.50%


REITs 5.00% 4.45% 5.00% 5.00% 5.00% 5.00%


Private Real Estate 5.00% 6.23% 5.00% 5.00% 5.00% 5.00%


MLPs 10.00% 7.77% 5.00% 5.00% 7.50% 7.50%


Total Inflation Hedging Assets 20.00% 18.45% 15.00% 15.00% 17.50% 17.50%


Total Assets 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%


Expected (Median) Return (%) 6.59 6.59 6.42 6.29 6.52 6.45 


Standard Deviation of Return (%) 11.35 11.76 11.70 10.96 11.53 11.16 


Cash Yield (%) 3.85 3.68 3.48 3.54 3.62 3.65 


+/(-) in Expected Return (bps) (17) (30) (7) (14)


+/(-) in Standard Deviation of Return (bps) 35 (39) 18 (19)


+/(-) in Cash Yield (bps) (37) (31) (23) (20)


Sharpe Ratio 0.43 0.41 0.40 0.41 0.41 0.42 


MLP ALLOCATION - 5% Reduction


MLP ALLOCATION - 2.5% 


Reduction
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O P T I M I Z AT I O N


R i s k - R e t u r n  Tr a d e - O f f
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• Master Limited Partnerships
– Predominately a yield-returning asset class 
– Utilize both the current yield and potential for yield increases in the future to formulate a 


return assumption
» MLP Index yield of 7.64%
» Current inflation of 1.95%
» = MLP Expected Return of 9.6%


• MLPs have seen a protracted downturn in performance relative to other asset classes.


• The underperformance was exacerbated by a March 15, 2018 announcement by the Federal 
Energy Regulatory Commission saying that certain MLPs will no longer be able to take 
advantage of certain tax provisions.


• In a letter to clients on March 22, 2018, Wilshire Consulting expressed our belief that the market 
reaction to the announcement was overblown, and we reaffirm our belief in MLPs as a viable 
asset class for institutional investors in a diversified real assets and growth oriented portfolio.


• Wilshire does not anticipate an immediate revision to our MLP forecasting process, however . . . 


– Examining several platform-wide enhancements to our asset class modeling process 
during 2018 which that would impose a conservative check on the premium associated 
with MLP’s relative to public equity.


– Considering a modest increase in our risk assumption given the elevated level of 
uncertainty and nuances unique to the asset class.


W i l s h i r e  C o n s u l t i n g


MLP EVENTS
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W i l s h i r e  C o n s u l t i n g


MLP YIELDS RELATIVE TO US EQUITY


As of 2/28/2018


Source: Wilshire Compass, Wilshire Atlas, Alerian
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• MLP Yield have been rising since September 2014


• Yields relative to U.S. Equity are currently near the 90th percentile of the trailing 15 year history
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W i l s h i r e  C o n s u l t i n g


YIELD COMPARISON
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• The current yield of the Alerian MLP Index is 8.91%


• MLP yields offer a premium relative to other yield oriented asset classes
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W i l s h i r e  C o n s u l t i n g


VALUATION COMPARISON: P/B RATIO
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• The Price to Book Ratio of the Alerian MLP Index is currently 0.88, indicating that market values 


of MLPs are trading lower than their balance sheet asset values (the ratio is less than 1)


• MLPs are trading at a significant P/B discount relative to other assets
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W i l s h i r e  C o n s u l t i n g


MLP GROWTH OPPORTUNITIES


• Approximately $145 billion of pipeline and energy infrastructure projects represent material 


growth opportunities for MLP’s in the U.S.


Source: Tortoise Advisors
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W i l s h i r e  C o n s u l t i n g


IMPORTANT INFORMATION








EMPLOYEES’ RETIREMENT FUND 
 


GENERAL INVESTMENT POLICY 


 
A. PURPOSE 
 
 The investment policies of the Employees’ Retirement Fund of the City of 


Dallas (the “Fund”) will provide the framework for the management of the 
Fund’s assets.  It has been designed to allow for sufficient flexibility in the 
management process to capture investment opportunities as they may occur, 
yet provide reasonable parameters to ensure prudence and care in the 
execution of the investment program. 


 
 The General Investment policy of the Fund has been developed from a 


comprehensive study and evaluation of many alternatives.  The primary 
objective of this policy is to implement a plan of action that will result in the 
highest probability of maximum investment return from the Fund’s assets 
available for investment within prudent levels of risk. 


 
 The cornerstone of this policy rests upon the proposition that there is a direct 


correlation between risk and return for any investment alternative.  While 
such a proposition is reasonable in logic, it is also probable based on 
empirical investigations.1 


 
 It is essential that the Fund’s investment management be intended to offset 


inflationary effects and achieve the investment goals of the Fund.  Meeting 
the Fund’s investment goals contributes to financing a reasonable package of 
retirement benefits for Dallas employees and maximizes the utilization of 
the members’ contributions and the tax dollars of the citizens of Dallas. 


 
 It is the policy of the Employees’ Retirement Fund Board of Trustees (“the 


Board”) to diversify between various investment types as deemed suitable. 
 
B. GENERAL INVESTMENT GOALS 
 
 The general investment goals are broad in nature to encompass the purpose 


of the Fund and its investments.  They articulate the philosophy by which 
the Board will manage the Fund’s assets within the applicable regulatory 
constraints. 


 
 1. The overall goal of the Fund is to provide benefits, as anticipated under 


the Fund document, Dallas City Code, Chapter 40A (revised 11/04), to its 
members and their beneficiaries through a carefully planned and 
executed investment program. 


 


                                                 
1 Stocks, Bonds, Bills, and Inflation:  U.S Capital Markets Performance by Asset Class (1926-
2016).  Roger C. Ibbotson  







 2 


 2. The Fund seeks to produce the highest return on investment that is 
consistent with sufficient liquidity and investment risk that are prudent 
and reasonable, given prevailing capital market conditions.  While the 
importance of the preservation of capital is recognized, the theory of 
capital market pricing which maintains that varying degrees of 
investment risk should be rewarded with compensating returns is also 
recognized.  Consequently, prudent risk taking is reasonable and (revised 


7/99) necessary. 
 
 3. The Fund (revised 07/99) investment program shall at all times comply with 


(revised 07/99) applicable local, state, and federal regulations. 
 
C. GENERAL POLICIES 
 


1. The Board, and any investment manager, in investing the Fund’s assets 
shall discharge its duties solely in the interests of members and 
beneficiaries acting with the care, skill, prudence, and diligence under 
the prevailing circumstances that a prudent person acting in a like 
capacity and familiar with matters of the type would use in the conduct 
of an enterprise of a like character and like aims. 


 
2. The General (revised 07/99) Investment Policy shall be based on an asset 


allocation study that considers the current and expected condition of the 
Fund, the expected long term capital market outlook and the Fund’s risk 
tolerance.  The asset allocation study shall measure the potential impact 
on pension costs of alternative asset allocation policies based on various 
degrees of diversification in terms of risk and return and the existing 
and projected liability structure of the Fund. 


 
3. Based on the asset allocation study it will be the responsibility of the 


Board to determine the specific allocation of the investments among the 
various asset classes.  This will constitute the asset allocation plan.  The 
Board will undertake strategic asset allocation studies no less frequently 
than every five years.  Such studies address the appropriateness of asset 
classes to be considered for inclusion in the investment portfolio, define 
the targeted or normal commitments to each asset class to achieve the 
desired level of diversification and return, and assign the range in which 
the commitments are permitted to fluctuate. 


 
4.  The asset allocation plan shall be predicated on the following factors: 
 


a)  the historical performance of capital markets adjusted for the 
perception of the future short and long-term capital market 
performance; 


b)  the correlation of returns among the relevant asset classes; 
c)  the perception of future economic conditions, including inflation 


and interest rate assumptions; 
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d)  the projected liability stream of benefits and the costs of funding 
Fund benefits; 


e)  the relationship between the current and projected assets of the 
Fund and the projected actuarial liability stream. 


 
5.  The asset allocation shall be sufficiently diversified to maintain 


investment risk at a reasonable level as determined by the Board 
without imprudently sacrificing return. 


 
6.  In accordance with the asset allocation plan, the Board will select 


external investment managers with demonstrated experience and 
expertise whose investment styles collectively will implement the 
planned asset allocation to form the Fund’s investment structure.  Each 
investment manager shall be a registered advisor under the Investment 
Advisers Act of 1940 (or appropriately exempt from registration). 
Additionally, each investment manager will acknowledge its fiduciary 
status and other conformity with applicable state and federal laws.  The 
Board will set guidelines for these managers and regularly review their 
investment performance on a total return basis against stated objectives.  
Formal meetings with the Fund’s investment managers will be held at 
Board meetings at least biennially to discuss objectives, styles and 
returns, or other matters deemed important by the Board. 


 
7.  Notwithstanding any other provisions of this policy, assets of the Fund 


may be invested in any collective investment fund or funds, including 
common and group trust funds presently in existence or hereafter 
established which are maintained by a bank or trust company 
supervised by a state or federal agency, including BlackRock 
Institutional Trust Company, N.A.  The assets so invested shall be 
subject to all the provisions of the instruments establishing such funds 
as they may be amended from time to time.  Such instruments of group 
trusts as they may be amended from time to time are hereby adopted, 
incorporated and made a part of this policy as if fully set forth herein.  
The combining of money and other assets of the Fund with money and 
other assets of other trusts and accounts in such fund or funds is 
specifically authorized.  (added 06/15) 


 
8.  The Board will utilize the service of a master custodian bank that will 


be responsible for holding the assets of the Fund that are not held in a 
collective investment fund described in paragraph 7, above, (revised 06/15), 
settling purchases and sales of securities, identifying and collecting 
income that becomes due and payable on assets held, and providing a 
management information and accounting system. 


 
9.  The Board may retain independent professional investment consultants 


to assist in the development and implementation of the investment 
policy, to monitor, oversee, report on and make recommendations with 







 4 


respect to the activity of current and, if appropriate, prospective 
investment managers. 


 
10.  A formal review of the Fund’s asset allocation plan and investment 


structure will be conducted annually by the Board.  The purpose of this 
review shall be to ensure that asset allocation policy guidelines as 
determined in the most recent asset allocation plan continue to be met. 
The source of information for these reviews shall come from Fund staff, 
outside consultants, and investment managers, as they may be retained. 


 
11.  It is the responsibility of the Board to administer the investments of the 


Fund at reasonable cost, being careful to avoid sacrificing quality. 
These costs include, but are not limited to, management and custodial 
fees, consulting fees, transaction costs, and other administrative costs 
chargeable to the Fund. 


 
12.  The Board will reallocate assets on a periodic basis to balance the 


overall asset allocation against target when deviations occur because of 
capital market fluctuations.  All percentage allocations in this policy are 
based on the market value of assets (revised 07/99). 


 
13.  The Board considers the active voting of proxies an integral part of the 


investment process.  Proxy voting may be delegated to the discretion of 
investment managers retained by the Board.  The managers shall be 
required to establish a proxy voting policy and maintain records of 
proxy votes and shall make these records available quarterly to the 
Board or its designee.  The Board may at its discretion establish an 
overall policy of voting proxies in which case the managers’ proxy 
voting policy shall be in accordance with that of the Board’s.  The 
Board recognizes that in certain non-U.S (revised 07/99) markets, 
investment managers may, balancing the costs and benefits, not 
exercise proxy voting. 


 
14.  No investment or action pursuant to an investment may be taken unless 


expressly permitted by this Policy, unless separately reviewed and 
approved by the Board. 


 
15. The Board may at any time amend, supplement, or rescind this General 


(revised 07/99) Investment Policy.  
 


16. All transactions undertaken on behalf of the Fund shall be for the sole 
benefit of the members and beneficiaries. 
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D. STRATEGIC ASSET ALLOCATION POLICY 
 
 The Board has adopted the following asset allocation policy that has two 


primary asset groups, Equity and Fixed Income.  The ERF Board approved a 
dedicated allocation to the Next Generation Investment Manager Program of 
a target of 10% within an acceptable range of 5% to 15% of the total 
portfolio. (revised 10/17) 


  
 EQUITY 
 


Domestic Equity:  15.0% (revised 09/14) is the target of assets (revised 07/99) to be 
allocated within an acceptable range of 13.0% to 17.0% (revised 09/14) to 
domestic equity-oriented marketable securities to provide the Fund with the 
potential to earn high rates of return relative to other asset classes, 
recognizing that equity investments also generate commensurate risk levels.  
 


 International Equity:  15.0% (revised 09/14) is the target of assets (revised 07/99) to 
be allocated within an acceptable range of 13.0% to 17.0% (revised 09/14) to the 
equity securities of companies (revised 07/99) domiciled outside of the U.S. 
which may be traded (revised 07/99) on non-U.S. stock exchanges and may be 
(revised 07/99) denominated in non-U.S. (revised 07/99) dollars.  This asset class 
(revised 07/99) should provide low correlation (revised 07/99) performance to U.S. 
equities over time thereby enhancing the overall rate of return through 
diversification.  There is no fixed allocation to emerging market equity, but 
index weighting up to 8 to 10% (revised 05/09) of the international equity asset 
class (revised 07/99) may be invested in this asset class at the discretion of the 
active international equity managers, governed by specific investment 
manager guidelines.  Emerging market equity represents equity investments 
in public securities of companies domiciled in developing markets which 
may be (revised 07/99) traded on non-U.S. stock exchanges and may be (revised 


07/99) denominated in currencies other than the U.S. dollar.  These markets 
are generally smaller and the public securities of such markets tend to offer 
the potential for somewhat higher long term returns than those of more 
developed markets. 


 
 Global Equity: 5.0% is the target of assets to be allocated within an 


acceptable range of 3.0% to 7.0% (revised 09/14) to the equity securities of 
companies domiciled inside and outside of the U.S.; and which may be 
traded on either U.S. or non-U.S. stock exchanges; and which may be 
denominated in U.S. and non-U.S. dollars.  This asset class should provide 
low correlation performance to U.S. and international equities over time 
thereby enhancing the overall rate of return through diversification and also 
reducing the home country bias.  Allocation to emerging markets will be 
governed by specific investment manager guidelines. (added 06/11) 


 
Global Low Volatility Equity: 10.0% is the target of assets to be allocated 
within an acceptable range of 8.0% to 12.0% (revised 09/14) to holdings that will 
moderate the level of risk in the total equity portfolio by incorporating a 
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strategic allocation to portfolios with an explicit low volatility objective 
relative to the broader global equity market.  Low volatility strategies will 
generally have a higher allocation to sectors such as utilities, healthcare, and 
consumer staples which exhibit more stable fundamental characteristics and 
lower price variation (added 09/14). 


   
 Real Estate Investment Trust:  5% is the target of assets to be allocated 


within an acceptable range of 3% to 7% (revised 09/14) to Real Estate Investment 
Trust (REIT) oriented marketable securities to provide the Fund with the 
potential to earn high rates of return relative to other asset classes, generate 
fixed income like net cash flow, and provide a broader diversification than 
equity and fixed income provides. (added 01/01) 


 
Public Real Assets:  15.0% is the target of assets to be allocated within an 
acceptable range of 13.0% to 17.0% (revised 09/14) to public real assets-oriented 
investments (to include real estate, master limited partnerships (MLPs), 
timber, and farm land) as hedge against inflation and diversification for the 
Fund (revised 09/14).  Funding of committed capital in the public real asset 
portfolio will occur over an extended time period and may take several years 
from the inception of this asset class before the total allocation becomes 
fully invested.  In order to reach the allocation target, a “committed” 
allocation up to 1.5 times the allocation is authorized as of the date the 
commitment is approved.  (revised by adding 05/09) 


 
Private Equity:  5.0% is the target of assets to be allocated within an 
acceptable range of 0.0% to 7.0% to private equity-oriented investments to 
provide the Fund with the potential to earn high rates of return relative to 
other asset classes, recognizing that private equity investments also generate 
commensurate risk levels.  Funding of committed capital in the private 
equity portfolio will occur over an extended time period and may take 
several years before the total allocation becomes fully invested.  In order to 
reach the allocation target, a “committed” allocation up to 1.5 times the 
allocation is authorized as of the date the commitment is approved.  (revised by 
adding 03/09) 


 
FIXED INCOME 


 
Global Investment Grade (revised 07/99) Fixed Income: 15.0% (revised 09/14; 1/16) is 
the target of assets (revised 07/99) to be allocated within an acceptable range of 
13.0% to 17.0% (revised 09/14; 1/16) to an actively managed bond portfolio 
invested within a global universe (revised 07/99).  This portfolio will be primarily 
invested in domestic issues and will allow exposure to non-US dollar issues 
on an opportunistic basis, up to 20% (revised 07/99).  The Global Investment 
Grade Fixed Income segment is expected to provide returns above a market 
index by capturing yield opportunities around the world when US yields are 
not as favorable. 
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 High Yield Fixed Income:  102.5% (revised 05/09,1/16, 045/18) is the target of assets 
(revised 07/99) to be allocated within an acceptable range of 810.5% to 142.5% 
(revised 05/09; 1/16, 45/18) to high yield fixed income (revised 07/99).  These are bonds 
which are rated below investment grade but have (revised 07/99) been issued by 
going concerns.  They display a low correlation to virtually all asset classes, 
thereby reducing overall portfolio volatility.  High yield bonds exhibit higher 
yield to maturity (revised 07/99) than investment grade bonds that improves the 
Fund’s net cash flow. 


 
 Credit Opportunities:  52.5% (revised 045/18) is the target of assets to be 


allocated within an acceptable range of 30.0% to 47.5% (revised 054/18) to credit 
opportunities.  These investments are viewed as a separate macro asset class 
group resulting from the diversification benefits relative to individual asset 
classes.  Despite higher correlations to stocks, credit products also generate 
higher levels of yield so sensitivity to economic growth drivers is 
substantially dampened offering some downside protection in stressful 
equity markets.  In strong equity markets, credit products can benefit even if 
bonds are struggling (added 09/14). 
 
CASH EQUIVALENTS 


 
 There is no specific allocation to cash equivalents.  It is recognized that 


residual cash (revised 07/99) can result from normal trading activity, and 
sufficient cash is held in the STIF to accommodate expense payments (revised 


07/99). 
 


NEXT GENERATION INVESTMENT MANAGER PROGRAM  
 


The ERF Board approved a dedicated allocation to the Next Generation 
Investment Manager Program of a target of 10% within an acceptable range 
of 5% to 15% of the total portfolio ((added 10/17).   The Program may include all 
asset classes.  The purpose of the Program is to: generate investment returns 
by identifying earlier stage managers with strong performance; provide 
access to investment opportunities that may otherwise be overlooked; 
discover and cultivate the next generation of external portfolio management 
talent; and increase diversification among ERF managers. The criteria for 
Next Generation Investment Managers is defined by the Board. (added 07/15) 
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SUMMARY OF ASSET ALLOCATION TARGETS AND RANGES 
 


 Target Minimum Maximum 
EQUITY    
Domestic Equity 15.0% 


(revised 09/14) 
13.0% 


(revised 09/14) 
17.0% 


(revised 09/14) 
    
International Equity 15.0% 


(revised 09/14) 
13.0% 


(revised 09/14) 
17.0% 


(revised 09/14) 
    
Global Equity (added 06/11) 5.0% 


 
3.0% 


(revised 09/14) 
7.0% 


(revised 09/14) 
    
Global Low Volatility Equity 10.0% 


(added 09/14) 
8.0% 


(added 09/14) 
12.0% 


(added 09/14) 
    
Real Estate Investment Trusts 
(added 01/01) 


5.0% 
(revised 09/14) 


3.0% 
(revised 09/14) 


7.0% 
(revised 09/14) 


    
Public Real Assets (added 05/09) 15.0% 


(revised 09/14) 
13.0% 


(revised 09/14) 
17.0% 


(revised 09/14) 
    
Private Equity (added 03/09) 5.0% 


(added 03/09) 
0.0% 


(added 03/09) 
7.0% 


(added 03/09) 
    
TOTAL EQUITY 70.0%   
    
FIXED INCOME    
Fixed Income 15.0% 


(revised 09/14; 
01/16) 


13.0% 
(revised 09/14; 


01/16) 


17.0% 
(revised 09/14; 


01/16) 
    
High Yield 10.02.5% 


(revised 05/09; 
01/16;045/18) 


810.50% 
(revised 05/09; 
01/16;054/18) 


142.50% 
(revised 05/09; 
01/16;054/18) 


    
Credit Opportunities 25.50% 


(revisedadded 
09/14;054/18) 


03.0% 
(revisedadded 
09/14;054/18) 


47.50% 
(revisedadded 
09/14;054/18) 


    
TOTAL FIXED INCOME 30.0%   
    
TOTAL PORTFOLIO 100.0%   
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E. REBALANCING TO THE ASSET ALLOCATION POLICY (revised 7/99) 
 
 An asset allocation review shall be conducted at least quarterly. This 


comparison shall be developed from the month end asset valuation obtained 
generally on line from the Fund’s custodian.  If this comparison reveals that 
an asset class is above the upper or below the lower boundary of the 
designated range, the Board shall direct the Executive Director to effect a 
reallocation of assets (except for private equity (added 03/09) and public real 
assets (added 05/09)) to achieve the target. 


 
F. PERFORMANCE OBJECTIVES 
 
 Long term objectives have been established against which the performance 


of the investment policy is to be measured.  Because capital markets 
fluctuate and given the duration of the liability stream, the viability of the 
asset allocation is to be judged over a period of a full market cycle which is 
generally three to five years.  The performance objectives are: 


 
1.  To avoid actuarial loss; 
 
 Match or exceed the actuarial interest rate assumption as adopted 


periodically by the Board (revised 07/99) to avoid an actuarial loss. 
 
2.  To match or exceed inflation; (revised 07/99) 
 
 Match or exceed inflation as measured by an appropriate Consumer 


Price Index, to ensure that public real asset growth maintains pace with 
real pay growth and cost of living adjustments, primary determinants of 
benefits and, therefore, pension costs. 


 
3. To add value by active management; (revised 07/99) 
 
 The value added by active management to the total Fund performance is 


intended to (revised 07/99) exceed a Board-approved policy-weighted index 
over time that is calculated by weighting the appropriate indices 
according to asset allocation. 


 
G. GENERAL INVESTMENT MANAGER GUIDELINES 
 
 The investment management for the Fund is to be provided by external 


investment managers.  The guidelines for the managers are provided below: 
 
 1. Each manager shall operate under a set of guidelines specific to the 


strategic role its portfolio is to fulfill in the overall investment structure 
and any other applicable investment related policies as referred to in 
Section H, OTHER INVESTMENT RELATED POLICIES (revised 07/99). 
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 2. A manager under contract to the Board must advise the Board in writing 


within 24 hours if at any time there is: 
 
  a. a significant change in investment philosophy; 
  b. a loss of one or more key management personnel; 
  c. a new portfolio manager on the Fund’s account; 
  d. a change in ownership structure of its firm; 
 e. any occurrence which might potentially impact the management, 


professionalism, integrity, or financial position of the investment 
management firm; or 


 f. a change in any other matter requiring notice in the contract 
between the investment manager and the Fund. 


 
 3. Sector and security selection, portfolio quality and timing of purchase 


and sales are delegated to the investment manager subject to the 
constraints within the manager’s specific guidelines. 


 
 4. Unless specifically permitted in the investment manager guidelines or 


other governing document (revised 07/99), the following transactions are 
prohibited: purchase of non-negotiable securities, short sales, selling on 
margin, puts, calls, straddles, options, or “letter” (restricted) stock. 


 
 5. Transactions that involve a broker acting as a “principal”, where such 


broker is also the investment manager who is making the transaction are 
prohibited. 


 
 6. Transactions will be made on a best execution basis, taking into 


consideration cost and prevailing market considerations. 
  
 7. The use of derivatives is prohibited unless specifically authorized in a 


manager’s individual guidelines.  Managers shall only be authorized to 
use derivatives if they can present a written detailed derivatives 
investment policy that addresses at a minimum the standard of care, the 
back office and accounting, valuation and reconciliation procedures, 
monitoring procedures and permitted uses and circumstances.  Further, 
managers shall specifically demonstrate an understanding of and 
processes to manage:  market, credit, liquidity, cash flow, basis, legal, 
settlement, operational and other pertinent risks associated with the use 
of derivatives. 


 
  The strategic objectives of the use of derivatives is to facilitate risk 


management and to manage the cost of investing in publicly-traded 
stocks and bonds.  Of the four basic strategies that can be achieved 
through the use of derivatives, only substitution and risk control are 
permitted.  Arbitrage and speculation are never permitted to be used as 
a strategy.  Any derivative transaction that results in the leveraging of 
the portfolio is strictly prohibited. 
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  In light of the amendment change to 40A permitting the use of futures, 


the Fund may now invest in the following classes of derivatives: futures 
contracts; options on futures; warrants; options; currency forward 
contracts; swaps; and structured notes (revised 12/16).  


 
  The listing requirements for permitted derivatives are that they must be 


either exchange traded or traded over-the-counter. 
 
  Over-the-counter traded derivatives are subject to counter-party risk.  


Managers shall prepare, maintain, and review a detailed counter-party 
credit policy for non-exchange traded derivatives that outlines a 
standard of care in selecting appropriate counter-parties.  Counter-party 
requirements are as follows: 


 
a. Counter-party creditworthiness shall be equivalent to “investment 


grade” of “A3” as defined by Moody’s Investor Services or “A-“ 
by Standard and Poor’s.  The use of counter-parties holding a split 
rating with one of the ratings below A3/A- is prohibited.  Managers 
shall notify the Executive Director if a counter-party is 
downgraded below A3/A- while an instrument held in the portfolio 
is outstanding with that counter-party.  The use of un-rated 
counter-parties is prohibited unless that counter-party has a written 
unconditional guarantee from a rated counter-party.  The rated 
counter-party must meet the requirements listed above. (revised 01/07)    


 
b. For non-exchange traded derivatives, individual counter-party 


exposure, including the Fund’s master custodial bank, is limited to 
33% of the notional amount of the derivative exposure of the 
portfolio being managed for the Fund. 


 
c. Any entity acting as a counter-party shall be regulated in either the 


United States or the United Kingdom. 
 
d. The manager shall, where applicable and enforceable, use master 


agreements permitting the netting of counter-party exposures to 
minimize credit risk. 


 
e. Managers are prohibited from “name washing” where credit 


guarantees extend through to another party or parties, regardless of 
which party holds a higher rating. 


 
The Board may at its discretion in terms of time and content request 
reports from the manager on the use of derivatives in the Fund’s 
portfolio. (revised by adding 07/99) 


 
8. If a guideline is violated due to market events, actions, or conditions, 


the manager must immediately inform the Executive Director to 
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determine a course of action.  This course of action will be based upon 
the best judgement recommendation of the manager and the Executive 
Director’s discussion with the investment consultant and Board 
members.  Correction of the violation may be postponed if it is deemed 
to be in the best interest of the Fund. (revised by adding 07/99) 


 
9. For purposes of the guidelines, (a) all percentages apply on a market 


value basis immediately after a purchase or initial investment and (b) 
any subsequent change in any applicable percentage resulting from 
market fluctuations or other changes in total assets does not require 
immediate elimination of any security from the Portfolio. (revised by adding 
07/99) 


 
 The individual managers will be judged according to benchmarks that reflect 


the objectives and characteristics of the strategic role their portfolio is to 
fulfill. 


 
H. OTHER INVESTMENT RELATED POLICIES (revised 07/99) 
 


The Board from time to time at its discretion may adopt investment related 
policies that address specific issues.  These issues may include but are not 
limited to specific asset classes, investment manager selection and 
monitoring, and others as may be deemed appropriate. (revised 07/99)  


 
I. GLOSSARY 
 
 Actuarial Interest Rate The actuaries assumed rate of investment 


return used to discount future benefits and 
amortize the unfunded liability. 


 
 Actuarial Liability The excess of the present value of all 


benefits payable under the Fund over the 
present value of future normal costs. 


 
Arbitrage When the characteristics of a derivative are 


more attractive than either the cash market 
instrument or another related derivative, 
then the first derivative is purchased, or the 
cash market instrument is swapped, to garner 
the short-term return potential from the 
derivative instrument alone.  This strategy is 
particularly useful to capture mis-pricing in 
the derivative instrument relative to either 
the cash market instrument or another 
derivative (revised 7/99). 
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 Call Option An instrument that conveys the right, but not 
the obligation to buy a deliverable 
instrument at a specified price. 


 
 Correlation Correlation is a measure of the degree to 


which returns of asset classes move together. 
 


Currency Forward Contracts Currency forward contracts are permitted for 
use by managers who have permission to 
invest in the underlying or deliverable cash 
market instrument or whose mandate is to 
overlay a designated portfolio of deliverable 
cash market instruments. Foreign Exchange 
(FX) transactions may occur between 
foreign currencies (cross currencies) when 
made in anticipation of future sales or 
purchases of securities or when consistent 
with the investment manager’s currency 
management guidelines (revised 7/99). 


 
 Derivative An instrument that derives its value, 


usefulness and marketability from an 
underlying instrument which represents 
direct ownership of an asset or a direct 
obligation of an issuer, i.e. a “spot” or cash 
market instrument (revised 7/99). 


 
 Diversification The spreading of investment funds among 


classes of securities and localities in order to 
distribute the risk. 


 
Futures Contracts  Stock index futures, bond futures and 


currency futures contracts which are 
Commodities and Futures Trading 
Commission (CFTC) approved are permitted 
when the manager has permission to invest 
in the underlying or deliverable cash market 
instrument (revised 7/99). 


  
 Investment Manager 
 Guidelines Specifications for each manager’s oversight 


and investment of a designated portfolio of 
assets which are included in each of the 
investment managers’ contracts. 


 
 Investment Risk The risk associated with the uncertainty of a 


given investment’s future return.  The theory 
of capital market pricing maintains that 
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varying degrees of investment risk should be 
rewarded with compensating returns. 


 
 Letter Stock Stock that is unregistered and sold directly 


to the purchaser, rather than through a public 
offering. 


 
 Liquidity The capacity of the market place to 


accommodate a given supply of and/or 
demand for a security without unreasonable 
price changes resulting. 


 
 Margin Collateral representing a portion of the 


notional amount of a transaction specified by 
the exchange clearing the transaction or the 
counter-party to the transaction. 


 
 Market Cycle The length of time for a market to move 


from peak to trough to peak, on average 
three to five years. 


 
 Market Value The value of securities and other 


investments at any specific point in time as 
reported by the custodian.  Market value 
differs from cost value in that cost is the 
original value (revised 7/99). 


 
 Non-negotiable 
 Securities Securities that cannot be re-sold and are 


privately held. 
 
 Options Contracts that give the holder the right (not 


obligation) to buy or sell a particular asset at 
a specified exercise price within a set time 
period. 


 
  Puts The right (not obligation) to sell a 


given security or portfolio of securities at a 
specified exercise price within a fixed time 
period. 


 
 Real Estate Investment 
 Trusts A real estate investment trust that purchases 


real property with investors’ money.  
Investors in an equity REIT earn dividend 
income from rental income earned by the 
REIT on property it owns.  The investors 
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also participate in increases in value of the 
owned real estate. (added 05/01) 


 
 Risk Control When characteristics of the derivative 


instrument sufficiently parallel those of the 
cash market instrument, an opposite position 
in the derivative can be taken from the cash 
market instrument to alter the exposure to or 
the risk (volatility) of the cash instrument.  
This strategy is useful to manage risk without 
having to sell the cash instrument.  Sometimes 
referred to as ‘hedging’, the use of 
derivatives in this context means that there 
is at least a .95 correlation in price 
movement between the cash market or 
instrument and derivative instrument, over a 
rolling three-year period.  The .95 
correlation refers to the correlation between 
the proxy basket and the underlying 
portfolio (revised 07/99). 


 
 Short Sales The sale of a security that is not owned by 


the investor, but rather is borrowed from a 
broker.  The investor eventually repays the 
broker in kind by purchasing the same 
security in a subsequent transaction. 


 
 Structured Notes  Structured notes (such as, but not limited to, 


inverse floaters) and mortgages are not 
considered derivatives for the purposes of this 
Policy, and are prohibited, unless expressly 
permitted by the manager’s investment 
guidelines contained within its contract with 
the Fund (revised 07/99). 


 
Substitution When the characteristics of the derivative 


sufficiently parallel those of the cash market 
instrument, the derivative may be substituted 
on a short-term basis for the cash market 
instrument, or on a longer-term basis to 
avoid withholding taxes.  This strategy is 
particularly useful when investing cash flow 
or liquidating investments, as the derivative 
can be used to manage more precisely 
market entry and exit points (revised 07/99). 


 
 Speculation When the characteristics of the derivative 


are the sole reason for its purchase or sale and 
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an underlying naked cash position is taken in 
the portfolio.  This strategy also implies the 
leveraging of the portfolio which may create 
an obligation of value in excess of the value 
of that portfolio (revised 07/99). 


 
 Straddles An options strategy which involves buying 


both a call and a put on the same asset, with 
the options having the same exercise price 
and expiration date. 


  
Strategic Asset Allocation The long range asset allocation of a plan 


designed to obtain a reasonable long term 
total return consistent with the degree of risk 
assumed while emphasizing the preservation 
of long term capital. 


 
Swaps    Swaps which provide for the receipt of the rate 


of return of the permitted cash market 
instrument are allowed (revised 07/99). 


 
 Tactical Asset Allocation The procedural and implementation aspects 


of the strategic asset allocation to include 
periodic review and on-going adjustment to 
achieve goals of the plan. 


 
Yield to Maturity The single discount rate which sets the 


present value of all cash flows from a fixed 
income security equal to the current price.  It 
thus represents the internal rate of return of a 
particular fixed income investment. 


 
Warrants  Purchasing warrants separately is prohibited; 


however, warrants are permitted when 
attached to securities authorized for 
investment. 
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Attest:     
 
 
By: _____________________________________ Date: _________________ 
Employees’ Retirement Fund of the City of Dallas 
Chair 
 
 
By: _____________________________________ Date: _________________ 
Employees’ Retirement Fund of the City of Dallas 
Executive Director 
 
 
Date last revised:  October May 108th, 20178  
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EXHIBIT B 
 


PORTFOLIO INVESTMENT GUIDELINES AND RESTRICTIONS 
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GLOBAL EQUITY GUIDELINES 
for the 


Employees' Retirement Fund of the City of Dallas 
 
Portfolio Characteristics 


Number of holdings      70-120 in total 
Maximum allocation to a single issue    5.0% 
Maximum cash allocation     5% 
Average Turnover      50 - 150% 
Weighted Average Market Capitalization   Less than or  approximately  


equal to the Morgan Stanley 
Capital     International     All 
Countries World 
 


The characteristics above are representative of a portfolio with your firm's designated 
investment specialization.  The characteristics are not intended to hinder the manager or 
inhibit its ability to implement its investment process and disciplines.  The portfolio will be 
monitored to identify any significant deviations that may indicate a material change in 
investment approach.   The manager acknowledges that the client's  objective with this 
portfolio is to gain exposure to global securities in regions throughout the world within both 
the developed and emerging markets, primarily outside of, but also including, the U.S. 
 
Guidelines/ Authorized Investments 
1.  Common stocks 
2.   Preferred stocks 
3.  Master Custodian Short-term Investment Fund (STIF) 
4.  Non-US currency of permitted markets 
5.  Derivatives are to be used for risk control, except for market access products which are 


permitted to provide synthetic exposure to the equity of an underlying company for 
purposes other than risk control.  Derivative classes permitted (other than market access 
products) are currency forward and futures contracts held in long or  short positions  
for  the  purpose  of  managing currency risk  and  where  no  collateral  is required to 
be posted with a third party non-custodian bank. Currency speculation is prohibited. 
Market access products permitted are zero-strike options, warrants, and synthetic notes. 
Market access products prohibited are total-return swaps. The use of market access 
products is limited to emerging market companies only. 


6.  For the purposes of obtaining efficient investment exposure, such as equitizing cash, 
the Portfolio is permitted to invest in ETFs. 


7.   Depository Receipts 
8.  Holdings in permitted countries only 
9.   Diversified by country, industry and market capitalization 
10. Cash equivalents should not exceed 15% of the portfolio's total value. 
11. Of the 15%, up to 10% may be used as collateral for currency forward contracts. 
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12.  No more than 5% shall be used as a trading reserve 
13.  Expected tracking error versus the benchmark: The manager does not explicitly target a 


specific tracking risk level as part of the investment process.  Forecasted tracking risk is 
a fallout of the investment process and is typically expected to range from 2.0% to 7.0%. 
To the extent long-term average forecasted tracking error deviates from this range, the 
manager will discuss with the client the drivers of the deviation to ensure it is not an 
indication of a material change in the investment approach. Forecasted tracking error is 
generated by the Manager's and/or third party models and is not necessarily equivalent 
to actual tracking error realized by the Portfolio.  Actual tracking error is the annualized 
standard deviation of the difference in the monthly total return on the Portfolio vs. the 
Benchmark.  There is no guarantee, express or implied, that the investment objectives 
will be achieved. 


 
For the purposes of above calculations, American and/or Global Depository 
Receipts shall be treated as having equity and currency exposure of the country of 
their underlying shares of stock. 


 
Permitted Markets 
 
The manager will invest in those countries included in the Morgan Stanley Capital All 
Countries World Index, and may invest up to index weighting plus 8% of the portfolio in 
emerging markets countries. Investments in Russia are limited to ADRs (American 
Depository Receipts, receipts on shares of a foreign-domiciled corporation, held by a U.S. 
bank) and GDRs (Global Depository Receipts, receipts on shares of a foreign-domiciled 
corporation, issued in more than one country), that trade on the Hong Kong, London, or 
U.S. exchanges. 
 
General Investment Manager Guidelines and Requirements 
 
1. Investment Manager shall take note of and operate under the "International and Global 


Equity Asset Class Policy for Employees' Retirement Fund of the City of Dallas", 
which specifies the strategic roles the portfolio is to fulfill in the overall investment 
structure of the Fund, a copy of which is appended to, and is part of these guidelines 
and objectives. 


 
2. Purchases and sales, security selection, and portfolio implementation of investment 


strategies are delegated to the discretion of the investment manager. 
 
3. The following transactions are prohibited: purchase of non-negotiable securities, short 


sales, stock and bond transactions on margin, straddles, options, and leverage or letter 
stock, and China A shares. 


 
4. Transactions that involve a broker acting as a "principal" where such  
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 broker is also the investment manager who is making the transaction is prohibited. 
 
5.  Transactions shall be executed at a reasonable cost, taking into consideration prevailing 


market conditions and services and research provided by the executing broker. At the 
discretion of the Board, the manager will prepare a report detailing all transaction costs. 


 
6.  Each investment manager shall have full responsibility for the exercise of all rights 


appurtenant to any securities under its management, including responsibility to vote 
proxies, except to the extent otherwise directed by the Trustees. Investment managers 
shall maintain records of proxy votes and make them available for inspection upon 
reasonable request. 


 
7.  Performance objectives are to be met on a net of fee basis. 
 
8.  Any investment or action with respect to an investment not expressly allowed is 


prohibited, unless presented to and approved prospectively by the Trustees. All 
guidelines must be adhered to by the external money managers; however, if from time 
to time an exception to the guidelines shall be deemed appropriate by a manager, it may 
seek review and approval by the Trustees to make such an exception. However, if a 
guideline is violated due to market events, actions, or conditions, the manager must 
immediately inform the Administrator to determine a course of action. This course of 
action will be based upon the best judgement recommendation of the manager and the 
Administrator's discussion with the investment consultant and Board members. 
Correction of the violation may be postponed if it is deemed to be in the best interest 
of the Fund. 


 
9.  Should any temporary or permanent change regarding a manager occur, the manager 


shall notify the Administrator immediately by phone. A letter, detailing the 
circumstances of the change and the possible impact to the portfolio management, will 
be faxed immediately to the Administrator. Changes include but are not limited to: a.) 
a significant change in investment philosophy, b.) a loss of one or more key 
management personnel, c.) a new portfolio manager on the account, d.) a change in 
ownership structure of the firm, or e.) any occurrence which may potentially impact the 
management, professionalism, integrity, or financial position of the investment 
manager. 


 
10.  For purposes of the guidelines, (a) all percentages apply on a market value basis 


immediately after a purchase or initial investment and (b) any subsequent change in 
any applicable percentage resulting from market fluctuations or other changes in total 
assets does not require immediate elimination of any security from the Portfolio. 
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Performance Objectives 
 
Exceed the return of the Morgan Stanley Capital International All Countries World Index 
annually by 1% net of fees, over a full market cycle (normally three to five years). 
 
 
Acknowledged:  WELLINGTON MANAGEMENT COMPANY, LLP 


 
By:       Date:      


 
 
 
 


Employees' Retirement Fund of the City of Dallas 
 
By:      Date:      


 
 
Date last revised:  May 8, 2018January 13, 2012 
 








2018 INVESTOR MEETINGS
The Peninsula Chicago


Tuesday, June 12 


7:30 – 11:30 am Asset Tour
Bus departs at 7:30 am from 
The Peninsula. Please meet at 
street level entrance


12:00 – 1:00 pm Lunch


1:00 – 2:00 pm Opening Remarks 
By Maury Tognarelli, CEO


2:00 – 3:00 pm Panel: The Rise of Shared 
Office Space and Growth 
of the Creative Office
Featuring Mary Ludgin,
Managing Director, Head of 
Global Research


3:00 – 3:30 pm Break


3:30 – 4:00 pm Property Markets 
Update
With Olin Needle,
Director of North American 
Investment Research


4:00 – 5:45 pm HART Annual Fund 
Meeting


6:15 pm Trolley to Dinner
The Arts Club of Chicago
201 E. Ontario Street
Trolley departs from The 
Peninsula, street level entrance 


6:30 pm Cocktails & Dinner
Featuring retired U.S. Army 
General Martin E. Dempsey, 
18th Chairman of the Joint 
Chiefs of Staff; Chairman, 
USA Basketball; and Professor 
at Duke University 


Wednesday, June 13


7:30 – 8:30 am Breakfast


8:30 – 9:30 am Global Economic Overview 
By Kevin Warsh, Independent 
advisor to Heitman on global macro-
economic trends; the Shepard 
Family Distinguished Visiting Fellow 
in Economics at Stanford University’s 
Hoover Institution; and former 
member of the Board of Governors, 
Federal Reserve System


9:30 – 9:45 am Break


9:45 – 11:00 am HVP III Annual Fund Meeting


11:00 – 11:15 am Break


11:15 – 12:45 pm HVP IV Annual Fund Meeting


12:30 – 1:30 pm Lunch


1:30 – 3:00 pm CREDIT Annual Fund 
Meeting
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Agenda


Consortium 2018’s program is coordinated by members of the GCM Grosvenor
leadership team who focus on diverse and women manager programs. The team
worked with an external advisory committee, drawing upon their depth of
experience and knowledge, to ensure the event’s content provides a strong
foundation for successful relationship building.


The event features two tracks – The Bootcamp and The LP Intensive. The Bootcamp
offers managers with coaching and resources that can help with successful
fundraises, and the LP Intensive educates investors and provides insights to consider
for their small, emerging and diverse manager platforms.


Wednesday, June 13, 2018


5:30 P.M. – 7:00 P.M.
HUNT & FISH


Welcome Reception


WHEN AND WHERE


June 13-14, 2018
Preceding the 2018 Toigo Foundation
Gala
Sheraton New York Times Square
811 7th Ave, New York, NY 10019
View on Google Maps


PRESENTED BY


PROGRAM COMMITTEE


Derrick Cruz Angeles Advisors
Michael Miller Colonial Consulting
Nickol Hackett Cook County Annuity
& Beneft Fund
Kimberly Woods District of
Colombia Retirement Board
Kristin Finney-Cooke NEPC, LLC


AGENDA


CONFERENCE HISTORY


REGISTRATION


VENUE


GCM GROSVENOR 
EVENTS



https://goo.gl/maps/zK3r59EokJE2

http://gcmgrosvenor.com/

http://consortium.gcmgrosvenor.com/

http://consortium.gcmgrosvenor.com/conference-history/

http://consortium.gcmgrosvenor.com/registration/

http://consortium.gcmgrosvenor.com/venue/

http://events.gcmgrosvenor.com/

http://events.gcmgrosvenor.com/
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Celebrating 15 Years providing thought-leadership and access to capital in the
diverse and emerging manager community


7:00 P.M. – 9:00 P.M.
HUNT & FISH


LP Dinner (Invitation Only)


Thursday, June 14, 2018


7:00 A.M. – 8:00 A.M.
NEW YORK BALLROOM FOYER


Breakfast and Event Check-in


8:00 A.M. – 8:15 A.M.
NEW YORK BALLROOM (WEST)


Consortium 2018 Welcome


8:15 A.M. – 9:00 A.M.
NEW YORK BALLROOM (WEST)


General Session
Investment Strategies for Creating and Maintaining a Robust Diverse and Women
Manager Pipeline


9:00 A.M. – 9:15 A.M.


Break


9:15 A.M. – 11:00 AM
NEW YORK BALLROOM (EAST)


The Bootcamp
Launch Strategies and Additional Resources for Diverse and Women Managers
9:15 a.m. Welcome and Introductions
9:30 a.m. What “Competitive Edge” Means in 2018
10:15 a.m. Coaching Sessions


Strategy-focused sessions


Real Estate


Private Equity/Venture Capital


Infrastructure and Real Assets


Brian O’Neil Robert Wood Johnson
Foundation
Andrew Palmer State Retirement and
Pension System of Maryland
Dana Johns State Retirement and
Pension System of Maryland
Jarvis Hollingsworth Teacher
Retirement System of Texas
Nadia Quarles University of Chicago
Bryan Lewis Pennsylvania State
Employees’ Retirement System


QUESTIONS?


Beanca Nicholson
events@gcmlp.com
(646) 362-3672



mailto:events@gcmlp.com





Agenda | GCM Consortium 2018


http://consortium.gcmgrosvenor.com/agenda/[4/25/2018 8:23:07 AM]


Hedge Funds


Meet the Consultants


LP Pitch Tips


RIVERSIDE BALLROOM


The LP Intensive
An Educational Institutional Investor-Only Forum
9:15 a.m. Welcome and Introductions
9:30 a.m. Institutionalizing Small and Diverse Manager Investments w/or without a
Formal Program
10:15 a.m. Working Groups


Building a Multi-Tiered Emerging Manager Strategy


Fund Investment and Co-Investment Strategies that Work


Understanding Diverse and Emerging Manager Definitions. Why the
Migration Back to Diverse?


Commingled Funds – Are They in Favor Again?


ESG and Diverse Managers – How They Fit into Your Portfolio


The Impact of the Trustee – How to Move the Needle


First-Time Funds – Developing the Pipeline


11:00 A.M. – 11:30 A.M.


Networking Break


11:30 A.M. – 1:00 P.M.
NEW YORK BALLROOM (WEST)


VIP Exchange (Value, Information, Partnership)
This session creates an intersection for LPs, Consultants and Diverse Managers to
briefy meet, and for institutional investors and their advisers to share information on
their investments programs, focus, considerations and processes.


These one-on-one meetings are for information exchange only, and are not intended
as an opportunity for participants to offer or sell any securities or advisory services.
Please consult with your legal counsel regarding the rules pertaining to the proper
offering and sale of securities and advisory services.


1:00 P.M. – 2:00 P.M.
NEW YORK BALLROOM (EAST)


Power Lunch & Closing
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© 2018 Grosvenor Capital Management, L.P. All rights reserved.
This site has been prepared by Grosvenor Capital Management, L.P. and GCM Customized
Fund Investment Group, L.P. (which, together with their affliates, are referred to herein as
“GCM Grosvenor”). GCM Grosvenor®, Grosvenor®, Grosvenor Capital Management®, GCM
Customized Fund Investment Group™, Customized Fund Investment Group™ and GCM
Grosvenor Consortium™ are trademarks of GCM Grosvenor and its affliated entities. Terms
and Conditions
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DAY 1 - WEDNESDAY, JUNE 20 
 DAY 2 - THURSDAY, JUNE 21


2018 Investment Leaders Summit Agenda
Wednesday, June 20, 2018


Registration and Working Lunch
Welcome & Opening Remarks:


Matt Malloy, Head of North American Institutional, Global Head of Insurance Soltuions, Neuberger Berman


Lunch Keynote:


John Brennan, CIA Director (2013-2017), Senior National Security and Intelligence Analyst for NBC News and
MSNBC


11:30 a.m.


Neuberger Berman CIO Panel – Asset Allocation Committee Mid-Year Outlook
Our CIOs will provide their thoughts and perspectives on the market, previewing for you our mid-year AAC
outlook that will be published the week following Investment Leaders Summit


Moderator:


Erik Knutzen, CFA, CAIA, Chief Investment Officer, Multi-Asset Class, Neuberger Berman


Panelists:


Joe Amato, President and Chief  Investment Officer, Equities, Neuberger Berman


1:10 p.m.


2018 INVESTMENT LEADERS SUMMIT & PRIVATE
EQUITY LIMITED PARTNERS ANNUAL MEETING


Register


Wednesday, June 20 - Thursday, June 21, 2018


Event Overview Agenda Biographies


REGISTERALREADY REGISTERED?



http://www.cvent.com/events/neuberger-berman-s-2018-investment-leaders-summit-private-equity-limited-partners-annual-meeting/registration-c86a8fa308f74283930440489fe22310.aspx?MID=380109&RID=375465

http://www.cvent.com/events/neuberger-berman-s-2018-investment-leaders-summit-private-equity-limited-partners-annual-meeting/event-summary-c86a8fa308f74283930440489fe22310.aspx?MID=380109&RID=375465

http://www.cvent.com/events/neuberger-berman-s-2018-investment-leaders-summit-private-equity-limited-partners-annual-meeting/custom-17-c86a8fa308f74283930440489fe22310.aspx?MID=380109&RID=375465
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Brad Tank, Chief Investment Officer, Fixed Income, Neuberger Berman


Tony Tutrone, Global Head of Alternatives, Neuberger Berman


Networking Break
2:00 p.m.


Client Segment Breakouts
These breakout sessions will provide an opportunity for lively discussion and debate around relevant issues
facing you and your peers.


Insurers


Corporate Defined Benefit


Endowments & Foundations


Public and Multiemployer


2:15 p.m.


Asset Class Debate and Discussion Breakouts
These breakout sessions will offer peer discussion and perspectives from Neuberger Berman's leading
investment professionals to discuss pressing issues you are facing and how to potentially overcome these
challenges.


Factor-based Portfolio Solutions


The Environment for Emerging Markets Debt & Equity


Finding Value in Public and Private Market Fixed Income


Going Global in Private Equity


ESG's Time is Now


3:05 p.m.


Networking Break
3:55 p.m.


Harnessing Big Data & The Future of Investment Management
Michael Recce, Chief Data Scientist, Neuberger Berman


4:10 p.m.


Allocator CIO Panel: Charting the Course of 2018 & Beyond
Moderator: 


George H. Walker, Chairman and Chief Executive Officer, Neuberger Berman


Panelists:


TBD


4:45 p.m.
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Privacy Policy


Register


Already Registered?


Printer Friendly


Conference Wrap-up:
Matt Malloy, Head of North American Institutional, Global Head of Insurance Solutions, Neuberger Berman


5:30 p.m.


Reception and Annual Investor Dinner
The Plaza Hotel: 768 5th Avenue


Dinner Keynote:


Janet L. Yellen, Former Chair of the Board of Governers of the Federal Reserve System


6:00 p.m.
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  February 10, 2015  |  Tempe Mission Palmas  |  Tempe, AZ 


 


 







 Institutional Investor Forums – 9th Annual Evolving Fiduciary Obligations of Institutional Investors 
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  June 25 & 26, 2018  |  Hyatt Regency  | Savannah, GA 


 


The End of an Era. The Beginning of a New, Different One? 


We are living through chaotic times. The established order – whether you ascribed to it or not – is being redrawn and a new reality is 


being built. Does the current environment argue for a new set of priorities and objectives, or does it reaffirm exactly ones? Does the 


landscape necessitate different strategies and processes? 


Recent years have seen the historical, traditional supporters of active engagement and responsible investing – the public plans – take a 


relative step back from the barricades while new, powerful players – the asset management firms – begin to involve themselves in 


these issues ranging from taking a more active role in influencing firms’ behavior to resorting to legal actions when merited. Even some 


hedge funds are beginning to assess the merits of asset recovery. Some of this shift can be related back to the seminal Morrison 


decision, perhaps some has to do with the largely positive performance of the equity markets recently, but even more might be 


attributed to a realization among the entire asset management community that the benefits of being an active owner extend beyond 


the desire to do good to very practical considerations like market demand forces and market share, loss recovery, and very real 


regulatory and compliance concerns. 


This systemic shift is promising in that it brings to bear the influence of generally well-resourced, highly adept powerhouse firms 


managing literally trillions of dollars in equity assets worldwide – and the potential influence which comes with those kinds of numbers’ 


but it also changes the tenor of the conversation somewhat.  


This year’s agenda reflects these changes in a number of ways. Not only are we in a different city at a different point in the calendar, 


but the discussion at this year’s meeting is going to – to the best of our ability – represent the current state of flux within the 


broadening community of legal and investment professionals focused on shareholder engagement. 


 


In this ninth year now, in conjunction with co-host Kessler Topaz Meltzer & Check LLP, and with the essential input of an Advisory Board 


of your peers, we will offer a thorough overview of the landscape within which legal teams at both public plans and at asset 


management firms are operating to fulfill their obligations as fiduciaries and active shareholders. And in turn, how they may better 


leverage strategies and achieve objectives within this environment to meet both their individual as well as the community’s shared 


objectives.  


Emphasizing real-world examples of how institutional shareholders are engaging with the companies they invest in, this event will 


review the most crucial legal decisions, regulatory actions, and developments legal decision-makers should be aware of. So we very 


much look forward to greeting you in Savannah this June. 


Advisory Board  


Jim O’Connor, Managing U.S. Counsel, Aberdeen Asset Management 


Brian J. Bartow, General Counsel, CalSTRS 


Michael D. Herrera, Senior Staff Counsel, Los Angeles County Employees Retirement Association 


Margaret Daun, Milwaukee County Corporate Counsel, Milwaukee County Employees’ Retirement System 


Jennifer J. Peet, Director of Legal Affairs, Oregon State Treasury 


Robert Gaumer, General Counsel, Sacramento County Employees’ Retirement System 


Catherine E. LaMarr, General Counsel, State of Connecticut Retirement Plans & Trust Fund 
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Brian J. Goodman, Legal Affairs and Compliance Coordinator, Virginia Retirement System 


Gerald Lins, General Counsel, Voya Investment Management 


  


Preliminary Program as of February 26 


Monday, June 25, 2018 


1:00 to 1:45 pm 


Registration and Lunch 


Scarborough Foyer 1 


1:45 pm 


Welcome Remarks 


Scarborough 1-2 


 


App Tutorial 


Kip Miller, Client Services Director, Institutional Investor Forums 


Everything you, as an attendee, need to know about the Forum can be found on our app, including program details, speaker 


biographies, information on other attendees, white papers, and access to the speaker presentations we have been authorized to make 


available. 


 


Darren Check, Esq., Partner, Kessler Topaz Meltzer & Check, LLP 


Conference Moderator: 


Harvey Shapiro, Senior Advisor, Institutional Investor 


2:00 pm 


Panel Discussion 


Pressures From Within and Pressures From Without: Are Legal Issues Changing Your Fund’s 
Investment Behavior? 


Scarborough 1-2 


Moderator: 


To be invited 


Panelists: 


Case W. Fell, CFA, CAIA, CIPM, Chief Investment Officer, New York State Nurses Association Pension Plan & Benefits Fund (Pending 


confirmation) 


Additional panelists to be determined 


There was a time when investment decisions were made in a relative vacuum except for considerations about which opportunities 


would provide the best risk-adjusted return (for managers and allocators both) and which strategies might provide a comparative 


advantage (for management firms). Now the formula is much more nuanced with exogenous factors ranging from pressures to include 


or exclude specific investment opportunities to an over-riding imperative to avoid headline risk and at all costs, avoid getting sued. How 


are both allocators and managers reacting to this new landscape? Is there opportunity within this new reality, or just a more and more 


constrained opportunity set? 


 As allocators invest in more complex fund structures, how has this changed the identification and due diligence of managers? 


2:45 pm 


Panel Discussion 
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  June 25 & 26, 2018  |  Hyatt Regency  | Savannah, GA 


Redefining “Fiduciary”: Ramifications for the Asset Management Industry and for Engaged 
Investors 


Scarborough 1-2 


Moderated by: 


To be invited 


Panelists: 


Jen Suellentrop, Vice President, Associate General Counsel, Fidelity Investments (Pending confirmation) 


Additional panelists to be determined 


 Fiduciary Rule and MiFID II in the context of the rise of non-institutional (retail, mass affluent, and HNW) investors 


 How are asset managers responding to the pressures from above and below? 


 What will be the impact of ABLE Act programs under §529 of the IRC? 


 As federal regulators (potentially temporarily) take a step back from advancing fiduciary issues and several states move to fill the vacuum, 


what will be the effect on institutions doing business in many parts of the country? 


 How do you train your staff to keep up with the evolution of “fiduciary”, and who needs to know what? 


3:30 pm 


Coffee Break 


Scarborough Foyer 1 


4:00 pm 


Workshop Series I 


 


Workshop A  


Cyber-Security Inside and Outside Your Plan: What  Controls and Processes Do Your Managers and Co-
Parties Need to Have in Place? 


Plimsoll 


Workshop Leaders: 


Catherine E. LaMarr, General Counsel, Office of the Treasurer, State of Connecticut Retirement Plans & Trust Fund 


Margaret Haering, Counsel & Assistant Director, Healthcare Policy & Benefit Services, State of Connecticut Retirement Plans & Trust Fund 


(invited) 


 How much information do trustees need to know about the specific controls and processes you have in place? 


 What are vendors’ (including investment managers and custodians) doing to update their protection and protocols? 


 What issues should be addressed specifically within service agreements? 


Workshop B 


ESG as an Investment Risk Mitigator: A Concept Driven By Supply or By Demand? 


Savannah 


Workshop leaders to be identified 


Currently there is an increasing volume of discussion about the idea that a focus on “impact” or ESG actually correlates with better risk 


mitigation. It’s normal that different people would have different opinions on this, so how do its proponents propose that this idea be 


quantitatively assessed and numerically reported? 


4:45 pm 


Case Study 


What the Successful Resolution of the Facebook Case Means for Engaged Shareholders 
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Scarborough 1-2 


Presented by: 


Senior Representative, Kessler Topaz Meltzer & Check, LLP 


Recently, a large pension fund recently won a legal battle to stop Facebook founder and CEO Mark Zuckerberg from diluting 


shareholder rights, which could have cost shareholders up to $10 billion. This case study will provide a quick review of the salient facts 


and then focus on what this legal action means for active shareholders globally.  


 


Panel Discussion 


General Counsels’ Panel 


Scarborough 1-2 


Panelists: 


John Furst, Deputy General Counsel, Lord Abbett & Co. (Proposed) 


Ilyse Sisolak, General Counsel, New York City Employee Retirement System 


Gerald Lins, General Counsel, Voya Investment Management  


Additional panelists to be invited 


For several years now at the European equivalent of this meeting, we have developed a panel comprised entirely of general counsels 


with the mandate to talk about 4-5 of the key issues they are facing at their firms – and by extension our attendees are likely to be 


grappling with as well. The discussion is wide-ranging by design and is determined on a conference call among the panelists 


approximately two weeks in advance of the Forum to ensure that the information discussed is current. 


6:15 pm 


Cocktail Reception 


River Lounge 


7:00 pm 


Dinner 


Scarborough 5 


Tuesday, June 26, 2018 


8:00 am 


Breakfast Discussion Tables 


Plimsoll and Savannah 


At peer-moderated tables of 8-10 participants, delegates will share their opinions and compare notes on a number of important issues 


identified by Advisory Board members as worthy of discussion. Delegates will be asked to contribute to the overall discussion with the 


intention of sharing information and learning from others’ experiences.  


8:45 am 


Panel Discussion 


Have We Begun to Understand the Investment, Legal and Compliance Ramifications of Data-Driven 
Investing? 


Scarborough 1-2 


Moderator 


Brian J. Bartow, General Counsel, CalSTRS 


Panelists: 
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Brian LaVictoire, Deputy General Counsel for Investments & Compliance, Municipal Employees’ Retirement System of Michigan 


(Proposed) 


Additional panelists to be invited 


Data-driven investing (closely related to “machine learning” and artificial intelligence discussions) are one of the biggest influences on 


asset and wealth management this year, and likely to continue to dramatically alter the way firms manage money. But by its very 


nature, these strategies can present a host of issues, primarily privacy-related ones but also including cyber-security, etc. It’s a good 


story: Make better investment choices and earn better risk-adjusted returns with complex, systematic, sometimes algorithm-based 


decisions. But have institutions – both allocators and managers – begun to understand the potential consequences? 


9:30 am 


Workshop Series II 


 


Workshop C 


Why Hasn’t Tax-Shifting and Other Tax Issues Become a Bigger Governance Concern for US Investing 
Institutions? 


Plimsoll 


 Are institutions somehow encouraging the maximization of returns from foreign investments by allowing the avoidance of recovery of 


withholding taxes in foreign domiciles? 


 Are managers obtaining the necessary information on the return of withholding taxes paid? Should this information be available to 


allocators? 


 Should investors push for the contractual obligation for commercially reasonable steps to avoid withholding for tax-exempt partners? 


Workshop D 


To Be Determined 


Savannah 


10:15 am 


Coffee Break 


Scarborough Foyer 1 


10:30 am 


Panel Discussion 


Case Studies Series: Grappling with the Growing Array of Obstacles in Pursuing non-US Actions Post-
Morrison 


Scarborough 1-2 


Panelists: 


Michael D. Herrera, Senior Staff Counsel, Los Angeles County Employees Retirement Association  


Additional panelists to be invited 


One of the trends mentioned in the introduction to this year’s program has to do with more and more public plans shying away from legal 


actions. This trend is especially poignant when it comes to actions outside the U.S. Will asset management firms – theoretically better staffed 


and resourced to handle these increasingly complicated, more expensive cases – fill the breach? Or will the Morrison Decision have a lasting 


dampening effect on active shareholders’ interest in and ability to pursue recovery outside the U.S.? 


11:15 am 


Guest Presentation 


Scarborough 1-2 
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12:00 pm 


Lunch 


Plimsoll 


1:00 pm 


Forum Concludes 


 








The Commonfund Institute 2018 | Exploring Leading-Edge Investment Theory and Practice | New Haven, CT | June 25 - 29, 2018


http://docs.commonfund.org/files/Events/2018/2018_0625_0629_CFInstitute2018_Invitation_WEB.html[4/2/2018 12:03:14 PM]


 



mailto:allison.kaspriske@commonfund.org?subject=The%20Commonfund%20Institute%202018%20|%20Exploring%20Leading-Edge%20Investment%20Theory%20and%20Practice%20|%20New%20Haven,%20CT%20|%20June%2025%20-%2029,%202018

https://conference.commonfund.org/Menu/GetContent/Conference_1577/Home

https://conference.commonfund.org/Menu/GetContent/Conference_1577/Home

https://goo.gl/maps/U2oWyf9zwY22

http://docs.commonfund.org/files/Events/2018/2018_0625_0629_CT_NewHaven_CFInstitute2018_Invitation.ics

https://conference.commonfund.org/Menu/GetContent/Conference_1577/Home

https://conference.commonfund.org/Menu/GetContent/Conference_1577/Home

https://conference.commonfund.org/Menu/GetContent/Conference_1577/Home

https://www.commonfund.org/





The Commonfund Institute 2018 | Exploring Leading-Edge Investment Theory and Practice | New Haven, CT | June 25 - 29, 2018


http://docs.commonfund.org/files/Events/2018/2018_0625_0629_CFInstitute2018_Invitation_WEB.html[4/2/2018 12:03:14 PM]


 
  UNSUBSCRIBE | ABOUT | NEWS | CONTACT      


 


WILTON



Tel: 888 TCF Main (888-823-6246)



Tel: (203) 563-5000



NEW YORK



Tel: (646) 348-9201



SAN FRANCISCO



Tel: (415) 433-8800



LONDON



Tel: +44 (0) 20 7872 5504



BEIJING



Tel: +86 10 5968 0198



ABOUT COMMONFUND 


Commonfund was founded in 1971 as an independent asset management
firm with a grant from the Ford Foundation. Together with or through its
affiliates, Commonfund today manages customized investment programs
for endowments, foundations and public pension funds. Among the
pioneers in applying the endowment model of investing to institutional
portfolios, we provide extensive investment flexibility using independent
investment sub-advisers for discretionary outsourcing engagements, single
strategies and multi-asset solutions. Investment programs incorporate
active and passive strategies in equities and fixed income, hedge funds,
real assets and private capital. All securities are distributed through
Commonfund Securities, Inc., a member of FINRA. For additional
information about Commonfund, please visit www.commonfund.org.


 


  Securities offered through Commonfund Securities Inc., a member of FINRA.
  


 
 
 
 



mailto:allison.kaspriske@commonfund.org?subject=Unsubscribe from The Commonfund Institute 2018 | Exploring Leading-Edge Investment Theory and Practice | New Haven, CT | June 25 - 29, 2018

https://www.commonfund.org/

https://www.commonfund.org/news-research/

mailto:allison.kaspriske@commonfund.org?subject=Contact RE: The Commonfund Institute 2018 | Exploring Leading-Edge Investment Theory and Practice | New Haven, CT | June 25 - 29, 2018

https://www.commonfund.org/2014/01/05/subscribe-to-insights-blog/

https://twitter.com/commonfundorg

https://www.linkedin.com/company/commonfund

https://goo.gl/maps/t3nqFjhR6ot

tel:+1-888-823-6246

tel:+1-888-823-6246

tel:+1-203-563-5000

https://goo.gl/maps/3Mn2LkZFLTu

tel:+1-646-348-9201

https://goo.gl/maps/SP4R46Ff4E82

tel:+1-415-433-8800

https://goo.gl/maps/Np21kbWJYr22

tel:+44-0-20-7872-5504

https://goo.gl/maps/gZV71T2EoFF2

tel:+86-10-5968-0198

https://www.commonfund.org/about/

https://www.commonfund.org/



		commonfund.org

		The Commonfund Institute 2018 | Exploring Leading-Edge Investment Theory and Practice | New Haven, CT | June 25 - 29, 2018








 


 







 


 


Advisory Board (to date) 
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Jason M. Klein 
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Portfolio Manager  
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Chief Executive Officer and Chief Investment Officer  


Capital Corporation 


Scott Pittman  


Chief Investment Officer  
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The Real-World Applications of Big Ideas 


Investors today are increasingly bifurcating their portfolios: allocating significant portions of their portfolios to low-cost passive 


strategies while acknowledging that they will readily pay for true, demonstrable active management, including the most sophisticated 


data- and quant-driven strategies. 


Recognizing that the incorporation of data is increasingly vital to all styles of investment and to risk appetites of all degrees, 


Institutional Investor’s new event will focus on how institutions have access to a true spectrum of investment opportunities, with a 


specific emphasis on the ways that disruptive innovations like the incorporation of big data, artificial intelligence, machine learning and 


other technology-driven advances are changing the entire opportunity set for institutional investors. 


Over the course of the day program, discussion will progress to increasingly active strategies—always with a keen focus on what exactly 


it is that these solutions can bring to an institutional portfolio, including: 


 How can investors differentiate between various types of strategies and the managers that purport to possess the “secret sauce” on 


everything from smart beta to complex quant-based strategies? 


 Which vehicles can smooth out volatility without sacrificing returns? 


 How can these strategies – whether passive or the most active—complement what is in investors’ portfolios instead of concentrating 


exposures and risks? 


 


 


  







 Institutional Investor Forums –Innovation in Investment 


 


 Page 4 The Real-World Applications of Big Ideas 


  July 17, 2018  |  Ascent Lounge  |  New York City 


Tuesday, July 17, 2018 


8:00 am 


Registration and Continental Breakfast 


Ascent Lounge Foyer 


8:40 am 


Welcome and App Tutorial 


Ascent Lounge 


Presented by: 


Conference Chair: William Coaker, Chief Investment Officer, San Francisco Employees Retirement System 


Lisa Yao, Chief Executive Officer, TTIVanguard, a Euromoney Institutional Investor PLC Company 


Kip Miller, Director, Institutional Investor Forums 


8:45 am 


Guest Presentation 


Making Sense of Emerging Technology  


Ascent Lounge 


Presented by: 


K. Krasnow Waterman, Entrepreneur in Residence & Lecturer, University of Arizona, and Visiting Scientist, MIT 


Artificial Intelligence, machine learning, blockchain, and so on; new terms and technologies just keep coming. Investors need to 


understand how they are changing businesses and the world. This session will provide a practical overview of the hottest current 


technologies, whether you want to invest in them or implement them in the office. 


9:15 am 


Special Q&A 


Big Trends & Innovations 


Ascent Lounge 


Participants:  


William Coaker, Chief Investment Officer, San Francisco Employees Retirement System 


Catherine Wood, Chief Executive Officer & Chief Investment Officer, ARK Investment 


Which technology will have the highest impact in the next decade, gene-editing, or autonomous vehicles? Why choose? In a far-


reaching discussion that will also touch on healthcare, mobility-as-a-service, autonomous vehicles, energy storage and even the jobs of 


the future, William Coaker and Cathie Wood will discuss and debate the portfolio implications—as well as the societal consequences—


of the pending waves of change. 


9:45 am 


Coffee Break 


Ascent Lounge Foyer 


10:15 am 


Panel Discussion 
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Applying Artificial Intelligence and Machine Learning to an Institutional Portfolio: Identifying the 
Potential and Acknowledging the Limitations 


Ascent Lounge 


Panelists: 


• Scott Pittman, Chief Investment Officer, The Mount Sinai Health System 


Every advancement starts as a concept, an idea. Tell that to your boss when you’re trying to implement some of these new ideas based 


upon AI/machine learning principles. Perhaps the key is understanding the potential for these strategies to enhance your portfolio but 


also acknowledging their limitations so that as to manage your own and your boss’s expectations. This panel discussion will provide 


insight into why and how major institutions – both managers and allocators – have approached this matter, including an examination of 


what drew them to these strategies as well as what they wished to achieve. 


11:00 am 


Panel Discussion 


Building a Better-Returns Portfolio: How AI and Machine Learning Can Help 


Ascent Lounge 


 In recent years, significant advances in computing power and data access have pushed out the boundaries of achievement in machine 


learning and big data 


 These developments open up a range of opportunities for today’s investors, enabling them to explore new solutions to investment 


challenges 


 How can these alternative tools and techniques be used to build better portfolios? 


11:45 pm 


Investor Case Study 


30 minute presentation, 15 minutes of audience Q&A 


Ascent Lounge 


Presented by: 


Brandon Da Silva, Investment Analyst, Office of the Chief Investment Officer, OPTrust  


12:30 pm 


Lunch with Guest Speaker 


Landmarc Restaurant 


Presented by: 


Linda Xie, Co-Founder, Scalar Capital 


As a product manager at Coinbase, Linda Xie had a front row seat to the new trading markets for digital assets. She spent 2 years 


working with law enforcement including the FBI, DEA, and HSI on de-anonymizing Bitcoin transactions. Xie recently launched a digital 


asset fund and will explain the challenges of working in this space and offer suggestions for exploring the opportunities it provides. 


2:00 pm 


Panel Discussion 


Building a More Resilient Portfolio: AI and Machine Learning from a Risk Management Perspective 


Ascent Lounge 


2:45 pm 
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Panel Discussion 


Attracting & Retaining Tech Talent: Key Learnings for Allocators and Their Managers 


Ascent Lounge 


Moderator:  


Ken Kambiz Akoundi, Phd, Editor, investordna.net 


Panelists to be named  


Asset management can’t compete with Google, Amazon, Apple, and start-ups solely on the basis of compensation. How are the best 


and brightest asset management firms attracting and retaining talent that was once more interested in an academic or technical 


setting?  Is the gene pool of talent too homogeneous? Might we develop a “human beta risk” if too many new hires have comparable 


backgrounds? How can firms appropriately diversify? 


3:30 pm 


Coffee Break 


Ascent Lounge Foyer 


4:00 pm 


Guest Presentation 


Special Discussion on the Future of Work: AI, Automation, and the Future of Employment 


Ascent Lounge 


Presented by: 


Vishal Sikka, Former Chief Executive Officer, Infosys    


AI is cutting into employment at a faster rate than ever. Even IT, which has grown dramatically over the past 20 years, has many parts 


that are more mechanical than creative, such as infrastructure management, business process outsourcing, and software verification. 


The many jobs created in these areas are all vulnerable to automation. Depending on the nature of your business mix, huge chunks of 


your operations are prone to automation. It's already happening. At Infosys, in the first nine months of this financial year, the 


equivalent of 8,000 jobs was eliminated by automation. If we sit still, there is absolutely no doubt that our jobs are going to be wiped 


out by AI-over the next 10 years, perhaps as much as 60% of the jobs that we do today are going to be replaced by AI unless we 


continue to evolve ourselves and create automation that augments human work instead of just replacing it. 


4:45 pm 


Expert Presentation 


Blockchain & Beyond  


Ascent Lounge 


Presented by: 


John Henry Clippinger, Founder and Executive Director, ID3 - Institute for Institutional Innovation & Data Driven Design, and Research 


Scientist, MIT Media Lab  


As Blockchain applications and services have become more main stream, the locus of innovation is turning towards smart contracts and 


exchangeable “smart tokens.” Rather than being subject to the uncertainties, bubbles, and manipulations of markets, engineers are 


designing a new generation of tokens that adapt or adjust to different changes in order to preserve some “state,” such as, price 


stability, adjusted risk, diversity, liquidity—or all of the above. This is something that was inconceivable under the existing economic, 


financial, and monetary system. But with the advent of machine learning, real time data feeds, programmable contracts, and adaptive 


algorithms, it is becoming feasible to design token protocols that are self-regulating financial instruments. There exist a range of new 


applications from the notion of a “stable coin” that can resist volatility, level out pump and dump schemes and preserve liquidity, to 
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“smart” baskets of tokens much like ETF (Exchange Traded Funds), that can buy and sell different types of tokens to preserve some 


desired outcome. 


5:30 pm 


Cocktail reception  


6:15 pm 


Forum Concludes 


 


 








 


 Market Value 


%    of Total 


Fund


Allocation 


Policy


% Difference 


from 


Allocation


 Prior Period Market 


Value 


EQUITY


SYSTEMATIC 70,454,398.86            1.99 82,074,556.29            2.32


REDWOOD- SL 37,908,808.38            1.07 38,125,355.17            1.08


CHANNING  CAPITAL 36,027,699.79            1.02 35,500,734.44            1.00


Total Small Cap 144,390,907.03         4.08 155,700,645.90         4.39


SMITH GRAHAM 71,662,102.33            2.02 71,471,462.30            2.02


T. ROWE PRICE 146,714,165.51          4.14 146,009,546.39          4.12


Total Domestic/Enhanced equity 218,376,267.84         6.16 217,481,008.69         6.14


NTGI S&P 500 EQUITY INDEX 163,137,663.85          4.60   162,510,028.14          4.58


Total Index 163,137,663.85         4.60   162,510,028.14         4.58   


Total Domestic 525,904,838.72         14.84 15.00 -0.16 535,691,682.73         15.120  0  
ADELANTE CAPITAL 81,267,389.59            2.29   80,390,031.68            2.27


BLACKROCK U.S REIT INDEX 77,619,022.41            2.19 76,490,822.58            2.16


Total REITS 158,886,412.00         4.48 5.00 -0.52 156,880,854.26         4.42


HEITMAN 90,745,376.22            2.56   89,622,199.07            2.53


INVESCO 74,560,742.42            2.10   72,958,301.48            2.06


INVESCO - SA 64,703,699.86            1.83   63,614,939.23            1.79


Total Real Estate 230,009,818.50         6.49 5.00 1.49 226,195,439.78         6.39


HAMILTON LANE 94,163,870.71            2.66   91,413,589.60            2.58


GROSVENOR GCM - CFIG 115,487,923.92          3.26   115,475,129.30          3.26


FAIRVIEW CAPITAL 17,151,971.80            0.48 14,328,247.08            0.40


Total Private Equity 226,803,766.43         6.40 5.00 1.40 221,216,965.98         6.25  


ACADIAN 111,997,848.29          3.16   112,468,003.60          3.17


ATIVO 35,832,183.86            1.01 34,822,727.56            0.98


BARING 15,053.09                   0.00   183,175,828.38          5.17


GLOBAL TRANSITION ACCOUNT 165,227,451.01          4.66


AQR CAPITAL 219,099,507.87          6.18 216,492,723.06          6.11


Total International 532,172,044.12         15.01 15.00 0.01 546,959,282.60         15.43


ARIEL 72,284,466.55           2.04 70,922,164.91           2.00


WELLINGTON MGMT 91,547,971.29           2.58 91,834,303.63           2.59


NORTHERN TRUST INTL EQ ACWI INDEX 18,459,746.25            0.52 18,345,552.84            0.52


Total Global Equity 182,292,184.09         5.14 5.00 0.14 181,102,021.38         5.11


ACADIAN 177,923,123.84         5.02 186,595,310.44         5.26


BLACKROCK 185,842,580.43          5.24 185,501,705.92          5.23


Total Low Volatility Global Equity 363,765,704.27         10.26 10.00 0.26 372,097,016.36         10.50


HARVEST FUND 131,432,315.19          3.71 121,623,314.85          3.43


ATLANTIC TRUST 132,050,239.59          3.73 121,494,620.00          3.43


Total MLP 263,482,554.78         7.44 10.00 -2.56 243,117,934.85         6.86


 TOTAL EQUITY 2,483,317,322.91       70.07 70.00 0.07 2,483,261,197.94       70.07  
        


FIXED INCOME   


ADVANTUS CAPITAL MGMT 202,728,367.46          5.72 203,833,028.46          5.79


ABERDEEN  ASSET  MGMT 203,080,726.80          5.73 204,839,759.23          5.82


GARCIA HAMILTON 67,906,224.32            1.92 68,124,772.65            1.93


Total Investment Grade 473,715,318.58         13.37 15.00 -1.63 476,797,560.34         13.54


NEUBERGER BERMAN 91,304,930.63            2.58 91,459,348.13            2.60


Total Opportunistic Credit 91,304,930.63           2.58 2.50 0.08 91,459,348.13           2.60


OAKTREE 220,406,251.30          6.22 219,401,240.32          6.23


BLACKROCK 223,363,283.79          6.30 221,953,778.73          6.30


Total High Yield 443,769,535.09         12.52 12.50 0.02 441,355,019.05         12.54


CASH ACCOUNT 52,702,406.68            1.47 28,011,612.13            0.78


Total Short Term 52,702,406.68           1.47 0.00 1.47 28,011,612.13           0.78


 TOTAL FIXED INCOME 1,061,492,190.98       29.93 30.00 -0.07 1,037,623,539.65       29.45  


        
    


TOTAL FUND 3,544,809,513.89$     3,520,884,737.59$     


Market Value YE 2017 3,604,185,844.39$     


(59,376,330.50)$        


23,924,776.30$           


           Change from YE 2017:


     Change from prior month:


ASSET ALLOCATION COMPARISON


April 30, 2018
 


Prior Period % 


of Total Fund


Market Value Variance







 Market Value 


Gross Actual 


Allocation


Target 


Allocation


% Difference 


from 


Allocation


EQUITY


SYSTEMATIC 70,454,398.86            1.99


REDWOOD -SL 37,908,808.38            1.07


CHANNING  CAPITAL 36,027,699.79            1.02


Total Small Cap 144,390,907.03          4.07


SMITH GRAHAM 71,662,102.33            2.02


T. ROWE PRICE 146,714,165.51          4.14


Total Enhanced equity 218,376,267.84          6.16


NTGI S&P 500 EQUITY INDEX 163,137,663.85          4.60   


Total Index 163,137,663.85          4.60    


Total Domestic 525,904,838.72          14.84 15.00 -0.16


ADELANTE CAPITAL 81,267,389.59            2.29   


BLACKROCK U.S REIT INDEX 77,619,022.41            2.19


Total REITS 158,886,412.00          4.48 5.00 -0.52


HEITMAN 90,745,376.22            2.56   


INVESCO 74,560,742.42            2.10   


INVESCO - SA 64,703,699.86            1.83   


Total Real Estate 230,009,818.50          6.49 5.00 1.49


HAMILTON LANE 94,163,870.71            2.66   


GROSVENOR GCM - CFIG 115,487,923.92          3.26   


FAIRVIEW CAPITAL 17,151,971.80            0.48


Total Private Equity 226,803,766.43          6.40 5.00 1.40


ACADIAN 111,997,848.29          3.16   


ATIVO 35,832,183.86            1.01


BARING 15,053.09                   0.00   


GLOBAL TRANSITION ACCOUNT 165,227,451.01          4.66


AQR CAPITAL 219,099,507.87          6.18


Total International 532,172,044.12          15.01 15.00 0.01


ARIEL 72,284,466.55            2.04


WELLINGTON MGMT 91,547,971.29            2.58


NORTHERN TRUST INTL EQ ACWI INDEX 18,459,746.25            0.52


Total Global Equity 182,292,184.09          5.14 5.00 0.14


ACADIAN 177,923,123.84          5.02


BLACKROCK 185,842,580.43          5.24


Total Low Volatility Global Equity 363,765,704.27          10.26 10.00 0.26


HARVEST FUND 131,432,315.19          3.73


ATLANTIC TRUST 132,050,239.59          3.73


Total MLP 263,482,554.78          7.45 10.00 -2.55


 TOTAL EQUITY 2,483,317,322.91       70.07            70.00 0.07
   


FIXED INCOME


ADVANTUS CAPITAL MGMT 202,728,367.46          5.72


ABERDEEN  ASSET  MGMT 203,080,726.80          5.73


GARCIA HAMILTON 67,906,224.32            1.92


Total Investment Grade 473,715,318.58          13.36 15.00 -1.64


NEUBERGER BERMAN 91,304,930.63            2.58


Total Opportunistic Credit 91,304,930.63            2.58 2.50 0.08


OAKTREE 220,406,251.30          6.22


BLACKROCK 223,363,283.79          6.30


Total High Yield 443,769,535.09          12.52 12.50 0.02


CASH ACCOUNT 52,702,406.68            1.47


Total Short Term 52,702,406.68            1.47 0.00 1.47


 TOTAL FIXED INCOME 1,061,492,190.98       29.93 30.00 -0.07
      


   


TOTAL FUND 3,544,809,513.89$     


Asset Allocation:   Actual vs. Target


April 30, 2018
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Global Equity Composite


Global Low Volatility Composite


Domestic Equity Composite


International Equity Composite


Global Fixed Income Composite


High Yield Composite


Credit Opportunities Composite


Total Real Estate Composite


Indices


     MSCI ACWI (N)


     Wilshire 5000


     Standard & Poor’s 500


     MSCI ACWI X US IMI Index (N)


     MSCI EAFE Index (N)


     Bloomberg Aggregate


     Citigroup High Yield Cash Pay


     Wilshire Real Est. Secs


     Alerian MLP Index


0.66


0.18


0.23


0.98


-0.64


0.55


0.09


0.52


0.96


0.39


0.38


1.53


2.28


-0.74


0.63


1.42


8.09


-4.32


-4.18


-4.74


-5.05


-0.93


-1.07


-0.74


-0.05


-5.35


-5.34


-5.78


-4.76


-4.09


-1.05


-0.95


-2.43


-9.16


1.37


-0.69


-0.33


0.48


-1.75


-0.45


-0.52


-1.77


-0.02


-0.37


-0.38


0.45


0.72


-2.19


-0.17


-6.10


-3.92


15.48


9.76


13.42


17.31


0.63


2.88


4.68


3.70


14.16


12.95


13.26


16.26


14.51


-0.32


3.24


-2.15


-12.48


7.21


10.64


7.17


1.79


4.36


5.89


7.43


10.43


10.57


5.50


4.94


1.07


4.63


3.90


-10.72


8.26


12.75


7.02


1.99


4.14


7.73


8.79


12.83


12.96


5.82


5.90


1.47


4.35


5.45


-4.55


 8/31/12


 6/30/15


12/31/89


12/31/89


 9/30/95


12/31/96


 1/31/16


12/31/89


 4/30/01


12/31/84


12/31/84


 5/31/94


12/31/84


12/31/84


12/31/88


12/31/84


12/31/95


10.32


9.33


10.17


5.90


4.98


6.55


8.70


6.49


5.83


11.10


11.22


5.28


8.86


6.82


8.06


8.85


11.65


182,292


363,760


525,905


532,157


473,715


443,770


91,305


388,442


5.14


10.26


14.84


15.01


13.37


12.52


2.58


10.96


Manager returns are net of fees. 1
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


MLP Composite


Private Equity Composite


Managed Short Term Composite


Dallas Total Fund


     Policy Index                    


Indices


     MSCI ACWI (N)


     Wilshire 5000


     Standard & Poor’s 500


     MSCI ACWI X US IMI Index (N)


     MSCI EAFE Index (N)


     Bloomberg Aggregate


     Citigroup High Yield Cash Pay


     Wilshire Real Est. Secs


     Alerian MLP Index


8.38


1.63


0.13


0.99


1.36


0.96


0.39


0.38


1.53


2.28


-0.74


0.63


1.42


8.09


-7.09


4.40


0.36


-2.67


-3.23


-5.35


-5.34


-5.78


-4.76


-4.09


-1.05


-0.95


-2.43


-9.16


-1.62


4.73


0.49


-0.16


-0.59


-0.02


-0.37


-0.38


0.45


0.72


-2.19


-0.17


-6.10


-3.92


-9.67


18.01


1.17


7.68


6.34


14.16


12.95


13.26


16.26


14.51


-0.32


3.24


-2.15


-12.48


-9.21


11.49


0.57


5.34


4.72


7.43


10.43


10.57


5.50


4.94


1.07


4.63


3.90


-10.72


0.27


12.12


0.36


6.84


6.35


8.79


12.83


12.96


5.82


5.90


1.47


4.35


5.45


-4.55


12/31/11


 5/31/09


12/31/89


12/31/84


12/31/84


 4/30/01


12/31/84


12/31/84


 5/31/94


12/31/84


12/31/84


12/31/88


12/31/84


12/31/95


5.63


13.44


2.97


9.18


9.78


5.83


11.10


11.22


5.28


8.86


6.82


8.06


8.85


11.65


263,483


226,804


52,702


3,544,334


7.43


6.40


1.49


100.00


Manager returns are net of fees. 2
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Systematic Financial


     Russell 2000                    


     Russell 2000 + 1.25%            


Redwood Investments *


     Russell 2000 Growth             


     Russell 2000 Growth +1.50%      


Channing Capital *


     Russell 2000 Value              


     Russell 2000 Value + 1.25%      


Domestic Equity Small Cap Composite


Indices


     Wilshire 5000


     Standard & Poor’s 500


     Russell 2000


     Russell 1000 Value


-0.81


0.86


0.97


-0.57


0.10


0.22


1.48


1.73


1.84


-0.21


0.39


0.38


0.86


0.33


-3.55


-1.79


-1.48


-5.57


-1.44


-1.07


-1.34


-2.16


-1.85


-3.53


-5.34


-5.78


-1.79


-6.14


-1.26


0.78


1.19


-3.37


2.40


2.90


-0.09


-0.95


-0.54


-1.50


-0.37


-0.38


0.78


-2.51


15.27


11.54


12.79


6.68


16.60


18.10


7.14


6.53


7.78


11.15


12.95


13.26


11.54


7.50


14.32


9.64


10.89


8.64


9.27


10.52


10.69


10.43


10.57


9.64


7.66


15.05


11.74


12.99


12.87


12.83


12.96


11.74


10.53


 7/31/03


 7/31/03


 7/31/03


 9/30/16


 9/30/16


 9/30/16


11/30/13


11/30/13


11/30/13


 5/31/03


12/31/89


12/31/89


12/31/89


12/31/89


11.69


9.74


10.99


9.39


17.77


19.27


7.58


7.61


8.86


10.11


9.74


9.67


9.68


9.74


70,454


37,909


36,028


144,391


13.40


7.21


6.85


27.46


* Next Generation Manager. Manager returns are net of fees. 3
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Smith Graham *


     Russell Mid Cap                 


     Russell Mid Cap + 2%            


T. Rowe Price


     Standard & Poor’s 500           


     Standard & Poor’s 500 + 1%      


Northern Trust S&P 500 (Lending)


     Standard & Poor’s 500           


     Standard & Poor’s 500           


Domestic Equity Composite


     Custom Benchmark                


Indices


     Wilshire 5000


     Standard & Poor’s 500


     Russell 2000


     Russell 1000 Value


0.27


-0.15


0.01


0.48


0.38


0.46


0.38


0.38


0.38


0.23


0.39


0.39


0.38


0.86


0.33


-3.65


-4.22


-3.72


-5.36


-5.78


-5.53


-5.78


-5.78


-5.78


-4.74


-5.34


-5.34


-5.78


-1.79


-6.14


0.60


-0.61


0.05


0.37


-0.38


-0.05


-0.38


-0.38


-0.38


-0.33


-0.37


-0.37


-0.38


0.78


-2.51


14.77


13.26


14.26


13.25


13.26


13.26


13.42


12.95


12.95


13.26


11.54


7.50


11.47


10.57


11.57


10.61


10.57


10.57


10.64


10.43


10.43


10.57


9.64


7.66


13.54


12.96


13.96


12.99


12.96


12.96


12.75


12.83


12.83


12.96


11.74


10.53


12/31/17


12/31/17


12/31/17


 3/31/06


 3/31/06


 3/31/06


12/31/94


12/31/94


12/31/94


12/31/89


12/31/89


12/31/89


12/31/89


12/31/89


12/31/89


0.60


-0.61


0.05


8.97


8.37


9.37


9.93


9.88


9.88


10.17


10.05


9.74


9.67


9.68


9.74


71,662


146,714


163,138


525,905


13.63


27.90


31.02


100.00


* Next Generation Manager. Manager returns are net of fees. 4
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Adelante Capital Management


     Wilshire Real Est. Secs         


     Wilshire Real Est. Secs +1%     


BlackRock REIT


     Wilshire Real Est. Secs         


REIT Composite


     Wilshire Real Est. Secs         


Heitman America Real Estate Trust, LP


     NCREIF ODCE NOF                 


     Benchmark Return


Invesco Core Real Estate USA, LLC


     NCREIF ODCE NOF                 


     Benchmark Return


Invesco II


     Invesco II Custom Benchmark     


Indices


     Wilshire REIT Index


     NCREIF ODCE NOF


1.09


1.42


1.51


1.47


1.42


1.28


1.42


0.00


0.00


0.00


0.00


0.00


0.00


1.40


0.00


-2.23


-2.43


-2.18


-2.19


-2.43


-2.21


-2.43


1.96


1.97


2.47


1.97


-0.30


-0.30


-2.45


1.97


-5.61


-6.10


-5.77


-6.06


-6.10


-5.83


-6.10


1.96


1.97


2.47


1.97


-1.21


-1.21


-6.19


1.97


0.69


-2.15


-1.15


-1.04


-2.15


6.89


7.11


8.32


7.11


6.73


6.73


-2.23


7.11


3.16


3.90


4.90


2.94


3.90


9.48


9.00


10.45


9.00


-0.78


-0.78


3.45


9.00


5.87


5.45


6.45


5.25


5.45


10.74


10.41


11.33


10.41


5.08


10.41


 9/30/01


 9/30/01


 9/30/01


10/31/17


10/31/17


 9/30/01


 9/30/01


11/30/10


11/30/10


11/30/10


11/30/10


11/30/10


11/30/10


 9/30/13


 9/30/13


12/31/89


12/31/98


9.63


10.01


11.01


-3.15


-3.64


9.72


10.01


11.87


11.36


11.73


11.36


-0.58


-0.58


9.42


7.53


81,267


77,619


158,886


90,746


74,106


64,704


20.92


19.98


40.90


23.36


19.08


16.66


Manager returns are net of fees. Pirvate Core Real Estate manager information is preliminary as market values are not yet finalized by the manager. 5
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Private Core Real Estate Composite


     Custom Benchmark                


Total Real Estate Composite


     Custom Benchmark                


Indices


     Wilshire REIT Index


     NCREIF ODCE NOF


0.00


0.00


0.52


0.71


1.40


0.00


1.49


1.47


-0.05


-0.41


-2.45


1.97


1.23


1.27


-1.77


-2.38


-6.19


1.97


7.23


7.10


3.70


2.50


-2.23


7.11


7.80


6.84


5.89


5.57


3.45


9.00


9.67


8.35


7.73


7.14


5.08


10.41


 9/30/10


 9/30/10


12/31/89


12/31/89


12/31/89


12/31/98


10.54


9.72


6.49


8.56


9.42


7.53


229,555


388,442


59.10


100.00


Manager returns are net of fees. 6







Month-End Market 


Value
Commitment Value Drawn Down Capital Cash Distributions Inception Date IRR Since Inception Multiple 3


Hamilton Lane Secondary Fund II 2,532,782                     25,000,000                   22,820,158                   25,931,924                   Jul-09 9.0% 1.2


Hamilton Lane Secondary Fund III 15,532,028                   30,000,000                   17,762,479                   14,106,878                   Nov-12 24.9% 1.7


Hamilton Lane Secondary Fund IV 7,592,945                     30,000,000                   4,247,418                     204,691                        Mar-17 -.- 1.8


Hamilton Lane Fund VII Composite 33,161,838                   50,000,000                   42,992,714                   25,183,868                   Jan-10 8.0% 1.4


Hamilton Lane Fund VIII (Global) 21,117,678                   30,000,000                   16,078,923                   2,568,375                     Nov-12 14.0% 1.5


Hamilton Lane Cash 14,226,600                   -                                     -                                     -                                     Aug-09 -.- -.-


GCM Grosvenor - Partnership, L.P. 51,176,189                   75,000,000                   75,469,138                   61,062,608                   Jun-11 14.9% 1.5


GCM Grosvenor - Partnership II, L.P. (2014) 39,059,681                   60,000,000                   48,285,686                   11,558,965                   Jul-14 5.2% 1.0


GCM Grosvenor - Partnership II, L.P. (2015) 15,606,734                   20,000,000                   15,528,783                   167,191                        Dec-15 2.7% 1.0


GCM Grosvenor - Partnership II, L.P. (2017) 617,837                        30,000,000                   702,174                        Jan-18 -.- 0.9


GCM Grosvenor Cash 9,027,483                     -                                     -                                     -                                     Jun-11 -.- -.-


Fairview Capital III * 17,151,972                   40,000,000                   16,392,853                   902,008                        Aug-15 9.0% 1.0


Total Private Equity Composite 226,803,767                390,000,000                260,280,326                141,686,508                Jul-09 13.0% 1.4


Public Market Equivalent (PME) 2 271,227,288                17.0%


* Next Generation Manager
1 Total Value to Paid-in Capital ("TVPI") multiple calculation = (market value + distributions) / capital called


3 Private Equity cash account


Employees' Retirement Fund of the City of Dallas


Monthly Performance and Market Value Summary
Periods Ended 04/30/18


2
 The Public Market Equivalent (PME) approach creates a hypothetical investment vehicle that mimics the private equity composite cash flows. The performance difference between the PME vehicle and the private equity portfolio is determined by their net asset value (NAV) at the end of 


the benchmarking period. The performance of the "public market" is simulated using the monthly S&P 500 index returns, plus a 300 BPs annual hurdle rate.


7
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Acadian International


     Custom Benchmark                


     Custom Benchmark + 2%           


Ativo International *


     MSCI EAFE Index (N)             


     MSCI EAFE Index (N) + 2%        


AQR Capital Management


     Custom Benchmark                


     Custom Benchmark + 1.5%         


Global Transition Account


International Equity Composite


     Custom Benchmark                


Indices


     MSCI ACWI X US IMI Index (N)


     MSCI ACWI ex US (N)


     MSCI ACWI X US Small Cap (N)


     MSCI EAFE Index (N)


     MSCI Emerging Mkts (N)


-0.42


1.16


1.32


2.90


2.28


2.45


1.22


1.60


1.72


-2.44


0.98


1.53


1.53


1.60


1.16


2.28


-0.44


-6.00


-3.92


-3.43


-2.71


-4.09


-3.60


-4.63


-4.90


-4.53


14.27


-5.05


-4.76


-4.76


-4.90


-3.92


-4.09


-6.80


0.21


0.80


1.46


1.09


0.72


1.38


1.24


0.40


0.89


-1.41


0.48


0.45


0.45


0.40


0.80


0.72


0.97


21.27


18.43


20.43


17.52


15.91


17.41


17.31


16.26


16.26


15.91


18.43


14.51


21.71


11.83


8.70


10.70


7.59


5.01


6.51


7.17


5.50


5.50


5.01


8.70


4.94


6.00


9.42


8.24


10.24


7.41


5.46


6.96


7.02


5.82


5.82


5.46


8.24


5.90


4.73


 3/31/89


 3/31/89


 3/31/89


12/31/17


12/31/17


12/31/17


 3/31/06


 3/31/06


 3/31/06


 9/30/17


12/31/89


12/31/89


 5/31/94


12/31/98


 5/31/94


12/31/89


12/31/98


9.00


6.37


8.37


1.09


0.72


1.38


4.27


3.34


4.84


-0.15


5.90


4.88


5.28


5.21


6.19


4.65


9.77


111,998


35,832


219,100


165,227


532,157


21.05


6.73


41.17


31.05


100.00


*Next Generation Manager. Manager returns are net of fees. 8
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Ariel Global *


     MSCI ACWI (N)                   


     MSCI ACWI (N) + 1.5%            


Wellington


     MSCI ACWI (N)                   


     MSCI ACWI (N) + 2%              


Northern Trust Global Equity


     MSCI AC World IMI Index (N)     


Global Equity Composite


     MSCI ACWI (N)                   


Indices


     MSCI AC World IMI Index (N)


     MSCI ACWI (N)


1.92


0.96


1.08


-0.31


0.96


1.12


0.59


0.93


0.66


0.96


0.93


0.96


-2.44


-5.35


-4.98


-5.61


-5.35


-4.86


-5.07


-5.09


-4.32


-5.35


-5.09


-5.35


2.57


-0.02


0.48


0.73


-0.02


0.65


0.04


0.03


1.37


-0.02


0.03


-0.02


14.30


14.16


16.16


14.51


14.27


15.48


14.16


14.27


14.16


7.56


7.43


9.43


7.21


7.43


7.63


7.43


11.11


8.79


10.79


8.26


8.79


8.96


8.79


12/31/17


12/31/17


12/31/17


 8/31/12


 8/31/12


 8/31/12


 9/30/15


 9/30/15


 8/31/12


 8/31/12


 8/31/12


 8/31/12


2.57


-0.02


0.48


13.49


10.62


12.62


14.59


14.21


10.32


10.62


10.84


10.62


72,284


91,548


18,460


182,292


39.65


50.22


10.13


100.00


*Next Generation Manager. Manager returns are net of fees. 9
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Acadian Global Low Vol.


     MSCI ACWI (N)                   


     MSCI ACWI (N) + 2%              


     MSCI ACWI Min Vol (N)           


BlackRock Global Low Vol.


     MSCI ACWI Min Vol (N)           


Global Low Volatility Composite


     MSCI ACWI Min Vol (N)           


Indices


     MSCI ACWI Min Vol (N)


     MSCI ACWI (N)


0.18


0.96


1.12


0.02


0.18


0.02


0.18


0.02


0.02


0.96


-4.60


-5.35


-4.86


-3.88


-3.75


-3.88


-4.18


-3.88


-3.88


-5.35


-0.82


-0.02


0.65


-0.71


-0.57


-0.71


-0.69


-0.71


-0.71


-0.02


9.58


14.16


16.16


9.43


9.95


9.43


9.76


9.43


9.43


14.16


6.91


7.43


7.84


8.79


 6/30/15


 6/30/15


 6/30/15


 6/30/15


 6/30/15


 6/30/15


 6/30/15


 6/30/15


 6/30/15


 6/30/15


9.46


8.85


10.85


8.64


9.20


8.64


9.33


8.64


8.64


8.85


177,923


185,836


363,760


48.91


51.09


100.00


Manager returns are net of fees. 10
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Harvest Fund Advisors MLP


     Alerian MLP Index               


     Alerian MLP Index + 1.5%        


Atlantic Trust CIBC


     Alerian MLP Index               


     Alerian MLP Index + 1.5%        


MLP Composite


     Alerian MLP Index               


Indices


     Alerian MLP Index


     Standard & Poor’s 500


8.07


8.09


8.22


8.69


8.09


8.22


8.38


8.09


8.09


0.38


-7.21


-9.16


-8.79


-6.96


-9.16


-8.79


-7.09


-9.16


-9.16


-5.78


-1.25


-3.92


-3.43


-1.99


-3.92


-3.43


-1.62


-3.92


-3.92


-0.38


-8.75


-12.48


-10.98


-10.57


-12.48


-10.98


-9.67


-12.48


-12.48


13.26


-9.34


-10.72


-9.22


-9.08


-10.72


-9.22


-9.21


-10.72


-10.72


10.57


-0.14


-4.55


-3.05


-0.01


-4.55


-3.05


0.27


-4.55


-4.55


12.96


12/31/11


12/31/11


12/31/11


12/31/11


12/31/11


12/31/11


12/31/11


12/31/11


12/31/11


12/31/11


4.88


0.06


1.56


5.96


0.06


1.56


5.63


0.06


0.06


14.86


131,432


132,050


263,483


49.88


50.12


100.00


Manager returns are net of fees. 11
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Advantus Capital Management


     Bloomberg Aggregate             


     Barclays Aggregate + 0.5%       


Aberdeen Global Fixed Income


     Bloomberg Aggregate             


     Barclays Aggregate + 0.5%       


Garcia Hamilton *


     Bloomberg Aggregate             


     Barclays Aggregate + 0.5%       


Global Fixed Income Composite


     Bloomberg Aggregate             


Indices


     10 yr Treasury Bellwethers Index


     Bloomberg Aggregate


-0.54


-0.74


-0.70


-0.85


-0.74


-0.70


-0.32


-0.74


-0.70


-0.64


-0.74


-1.40


-0.74


-0.91


-1.05


-0.93


-1.16


-1.05


-0.93


-0.31


-1.05


-0.93


-0.93


-1.05


-1.34


-1.05


-1.73


-2.19


-2.03


-2.03


-2.19


-2.03


-1.00


-2.19


-2.03


-1.75


-2.19


-3.76


-2.19


0.98


-0.32


0.18


0.16


-0.32


0.18


1.03


-0.32


0.18


0.63


-0.32


-3.61


-0.32


2.18


1.07


1.57


1.44


1.07


1.57


1.66


1.07


1.57


1.79


1.07


-0.90


1.07


2.48


1.47


1.97


1.44


1.47


1.97


1.99


1.47


-0.07


1.47


 6/30/07


 6/30/07


 6/30/07


 4/30/07


 4/30/07


 4/30/07


10/31/13


10/31/13


10/31/13


 9/30/95


 9/30/95


 9/30/95


 9/30/95


4.49


4.03


4.53


4.54


3.87


4.37


2.98


2.08


2.58


4.98


5.09


4.79


5.09


202,728


203,081


67,906


473,715


42.80


42.87


14.33


100.00


* Next Generation Manager. Manager returns are net of fees. 12
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Neuberger Berman


     Custom Benchmark                


     Custom Benchmark + 1%           


Indices


     ML High Yield Master II Constrained


     S&P LSTA Leverage Loan Index


     JPM EMBI Global Diversified


0.09


-0.08


0.00


0.68


0.41


-1.33


-0.74


-1.10


-0.85


-0.87


0.62


-3.01


-0.52


-0.58


-0.25


-0.22


1.59


-3.05


4.68


2.91


3.91


3.24


4.12


1.39


5.01


3.94


4.74


4.77


3.80


3.81


 1/31/16


 1/31/16


 1/31/16


 1/31/16


 1/31/16


 1/31/16


8.70


8.86


9.86


11.60


7.34


7.61


91,305 100.00


Manager returns are net of fees. 13
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Oaktree Capital Management


     Citigroup HY Cash Pay Capped    


     Citigroup High Yield Cash Pay   


     Citigroup HY Cash Pay + 1%      


BlackRock


     Citigroup HY Cash Pay Capped    


     Citigroup High Yield Cash Pay   


     Citigroup HY Cash Pay + 1%      


High Yield Composite


     Citigroup High Yield Cash Pay   


Indices


     10 yr Treasury Bellwethers Index


     91-Day Treasury Bill


     Citigroup High Yield Cash Pay


0.46


0.58


0.63


0.72


0.64


0.58


0.63


0.72


0.55


0.63


-1.40


0.14


0.63


-1.30


-0.99


-0.95


-0.70


-0.83


-0.99


-0.95


-0.70


-1.07


-0.95


-1.34


0.37


-0.95


-0.80


-0.21


-0.17


0.16


-0.10


-0.21


-0.17


0.16


-0.45


-0.17


-3.76


0.49


-0.17


2.47


3.16


3.24


4.24


3.28


3.16


3.24


4.24


2.88


3.24


-3.61


1.17


3.24


3.77


4.52


4.63


5.63


4.15


4.52


4.63


5.63


4.36


4.63


-0.90


0.57


4.63


3.56


4.29


4.35


5.35


4.24


4.29


4.35


5.35


4.14


4.35


-0.07


0.36


4.35


 1/31/97


 1/31/97


 1/31/97


 1/31/97


 9/30/06


 9/30/06


 9/30/06


 9/30/06


12/31/96


12/31/96


12/31/96


12/31/96


12/31/96


6.80


6.94


7.94


6.45


6.95


7.06


8.06


6.55


6.95


4.81


2.22


6.92


220,406


223,363


443,770


49.67


50.33


100.00


Manager returns are net of fees. 14
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Cash Account


Managed Short Term Composite


Indices


     91-Day Treasury Bill


0.13


0.13


0.14


0.36


0.36


0.37


0.49


0.49


0.49


1.17


1.17


1.17


0.57


0.57


0.57


0.36


0.36


0.36


12/31/87


12/31/89


12/31/89


3.35


2.97


2.99


52,702


52,702


100.00


100.00


Manager returns are net of fees. 15
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Retirements This Month YTD This Month YTD
Retirees & 


beneficiaries Disabilities Actives


   Age 17 75 16 63 Jan 6,888 187 7,679


   Service 0 11 4 13 Feb 7,040 184 7,672


   Rule of 78 6 34 5 27 Mar 7,083 170 7,692


   QDRO 0 2 1 4 April 7,096 171 7,675


       Total 23 122 26 107 May


June


Disability Retirements July


   Service 0 0 0 0 Aug


   Non-service 0 1 0 1 Sep


       Total 0 1 0 1 Oct


Nov


Benefits Paid 21,251,697.45$  84,489,447.53$    21,764,887.22$      86,094,797.61$       Dec


  


Refunds 625,084.93$       2,356,960.19$      1,020,085.49$        2,894,731.10$         


Number of refunds 52 158 58 198


*Contributions 8,702,974.59$    39,233,626.22$     8,998,820.92$        40,360,632.14$       


 


2017 2018 Members on record at month end





