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• Reassess current and future liquidity needs
– Determine the ability to pursue additional returns by locking-up capital in private markets/alternative investments

• Alpha generation opportunities often higher in alternatives
– Consider strategies that replace traditional bank activities, such as direct lending to medium-sized companies and real

estate lending

• Maintain diversification across and within asset classes.  Rebalance…rebalance…rebalance
– Review rebalancing thresholds established in the Investment Policy Statement relative to actual allocations
– Rebalancing policies provide a risk control feature, as well as an opportunity for enhanced returns

• Rising rate environment should spur investors to continue reviewing the role of core US and
non-US fixed income

– While rates have risen, forecasted returns remain below most assumed rates of return
– Rebalance to target with high yield and bank loans
– Consider allocations to global multi-sector and unconstrained bond funds

• Do not neglect the risk of economic inflation in the portfolio
– Despite tapering, Fed policy remains accommodative
– US improvements in economic and financial conditions could increase risks of economic inflation
– Risk parity, real assets, and private market strategies can be considered as tools to address inflation risk and extend

diversification of a portfolio

• Maintain long-term commitment to emerging markets
– In the short-term, emerging world faces distinctive conditions in each country
– Long-term secular outlook of stronger growth and continued development remains in place
– Use active management to navigate potential macroeconomic and currency issues
– Emerging markets stock and bond weakness presents an opportunity for investors whose portfolios are below-market

weight
– Relatively attractive return opportunities, but risks related to balance of payments (i.e., economic competitiveness)

have come to light for some countries

NEPC 2014 Focused Actions for Public Funds

6



Investment Market Update: As of December 31, 2013
PERFORMANCE THROUGH 12/31/2013

Sector Index 2008 2009 2010 2011 2012 OCT NOV DEC Q4 2013

Small Cap Growth Russell 2000 Growth -38.5% 34.5% 29.1% -2.9% 14.6% 1.8% 4.1% 2.0% 8.2% 43.3%

Small Cap  Russell 2000 -33.8% 27.2% 26.9% -4.2% 16.3% 2.5% 4.0% 2.0% 8.7% 38.8%

SMID Cap Russell 2500 -36.8% 34.4% 26.7% -2.5% 17.9% 3.2% 2.7% 2.5% 8.7% 36.8%

Small Cap Value Russell 2000 Value -28.9% 20.6% 24.5% -5.5% 18.1% 3.3% 3.9% 1.9% 9.3% 34.5%

Large Cap Growth Russell 1000 Growth -38.4% 37.2% 16.7% 2.6% 15.3% 4.4% 2.8% 2.9% 10.4% 33.5%

Large Cap Russell 1000 -37.6% 28.4% 16.1% 1.5% 16.4% 4.4% 2.8% 2.7% 10.2% 33.1%

Large Cap Value Russell 1000 Value -36.8% 19.7% 15.5% 0.4% 17.5% 4.4% 2.8% 2.5% 10.0% 32.5%

Large Cap S&P 500 -37.0% 26.5% 15.1% 2.1% 16.0% 4.6% 3.0% 2.5% 10.5% 32.4%

Int'l Developed MSCI EAFE -43.4% 31.8% 7.8% -12.1% 17.3% 3.4% 0.8% 1.5% 5.7% 22.8%

Diversified Diversified* -24.5% 24.1% 13.5% 1.3% 12.7% 3.0% 1.1% 1.1% 5.2% 17.6%

High Yield Barclays US Corp High Yield -26.2% 58.2% 15.1% 5.0% 15.8% 2.5% 0.5% 0.5% 3.6% 7.4%

REITS Wilshire US REIT -39.2% 28.6% 28.6% 9.2% 17.6% 4.1% -5.3% 0.6% -3.0% 1.9%

Govt/Credit Barclays US Govt/Credit 1-3 Yr 5.0% 3.8% 2.8% 1.6% 1.3% 0.2% 0.1% -0.1% 0.2% 0.6%

Govt/Credit Barclays Govt/Credit 1-5 Yr 5.1% 4.6% 4.1% 3.1% 2.2% 0.4% 0.2% -0.4% 0.1% 0.3%

Interm Govt/Credit Barclays US Govt/Credit Interm 5.1% 5.2% 5.9% 5.8% 3.9% 0.6% -0.0% -0.6% -0.0% -0.9%

Interm Core Bonds Barclays US Agg Interm 4.9% 6.5% 6.1% 6.0% 3.6% 0.6% -0.2% -0.6% -0.1% -1.0%

Core Bonds Barclays US Agg Bond 5.2% 5.9% 6.5% 7.8% 4.2% 0.8% -0.4% -0.6% -0.1% -2.0%

Muni Bonds Barclays Municipal -2.5% 12.9% 2.4% 10.7% 6.8% 0.8% -0.2% -0.3% 0.3% -2.6%

Emerging Equities MSCI EM -53.3% 78.5% 18.9% -18.4% 18.2% 4.9% -1.5% -1.4% 1.8% -2.6%

Global Bonds Citi WGBI 10.9% 2.6% 5.2% 6.4% 1.6% 1.0% -1.1% -0.9% -1.1% -4.0%

EMD USD Barclays EM USD Aggregate -14.7% 34.2% 12.8% 7.0% 17.9% 2.1% -1.2% 0.3% 1.2% -4.1%

Long Credit Barclays US Long Credit -3.9% 16.8% 10.7% 17.1% 12.7% 2.5% -1.1% 0.2% 1.5% -6.6%

Long Govt/Credit Barclays US Govt/Credit Long 8.4% 1.9% 10.2% 22.5% 8.8% 2.1% -1.6% -0.5% -0.1% -8.8%

EMD Local JPM GBI EM Global Diversified -5.2% 22.0% 15.7% -1.8% 16.8% 2.7% -3.6% -0.5% -1.5% -9.0%

Commodities DJ UBS Commodity -35.6% 18.9% 16.8% -13.3% -1.1% -1.5% -0.8% 1.2% -1.1% -9.5%

Treasury STRIPS Barclays US Strips 20+ Yr 59.5% -36.0% 10.9% 58.5% 3.0% 2.1% -4.2% -2.3% -4.5% -21.0%

* 35% LC, 10% SC, 12% Intl Equity, 3% Emerging Equity, 25% Core Bonds, 5% HY, 5% Global Bonds, 5% REITS

Source: Morningstar Direct

December 31, 2013
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The Story of 2013 – US Equity Dominates…

Source: Bloomberg as of 12/31
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• Diversification still matters, especially after a period when not rewarded

• Developed world growth outlook has improved despite fiscal drag

• US Fed taper will occur throughout 2014 with global implications

• Upward pressure on interest rates may have subsided

• Divergence in economic conditions broadens range of outcomes by country

NEPC 2014 Capital Market Observations

December 31, 2013
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Global Economic Divergence

Source: Bloomberg as of 11/30
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• Growth has moderated but
remains higher than in
developed world

• Valuation and yield levels offer
some compensation for current
uncertainty

• Recent weakness offers an
opportunity to build positions
for those investors with below-
market exposure to EM

• Active implementation can
facilitate management around
volatility at country and
security level

Emerging Markets – Challenges and Opportunities

Source: Bloomberg as of 11/30

Source: Bloomberg as of 11/30

BoP
Challenged

December 31, 2013
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• US monetary policy is diverging from other developed markets

• Further increase in interest rates must harmonize with changes in
economic growth and inflation

• Narrow credit spreads and constrained liquidity expose investors to
potential downside risks

• Strategic exposure to interest rates remains an important element of
diversification

• Private investments offer an illiquidity premium and higher return
expectation

Focus on Fixed Income – Investing in a Rising Rate Environment

December 31, 2013
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Treasury Rates Have Risen But Remain Within Scope of Recent History

Source: US Treasury as of 12/31
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Unprecedented Monetary Policy Experiment Continues with “Taper”

Source: NEPC, Board of Governors of the Federal Reserve System

December 31, 2013
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A Picture Is Worth Nine Hundred Words

December 31, 2013
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10-Yr Treasury Range Bound while Fed Controls Short-Term Rates

Source: NEPC, Board of Governors of the Federal Reserve System

December 31, 2013
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Credit Spreads Approach Pre-Crisis Levels and Yields at All-Time Lows

Source: Barclays Live, *3-year Discount Margin

December 31, 2013
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Liquidity Profile of Credit Markets is Evolving

Source: JP Morgan

• Demand for higher return has led
to significant flows into credit
markets since 2008

– Increased participation of mutual funds
and ETFs in credit markets could amplify
illiquidity during periods of stress

December 31, 2013
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Core Bonds: Is it Time to Make a Change?

Source: Barclays Live

December 31, 2013
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Investment Market Update: As of January 31, 2014
PERFORMANCE THROUGH 1/31/2014

Sector Index 2008 2009 2010 2011 2012 2013 Jan 2014

Treasury STRIPS Barclays US Strips 20+ Yr 59.5% -36.0% 10.9% 58.5% 3.0% -21.0% 9.4% 9.4%

Long Govt/Credit Barclays US Govt/Credit Long 8.4% 1.9% 10.2% 22.5% 8.8% -8.8% 4.0% 4.0%

REITS Wilshire US REIT -39.2% 28.6% 28.6% 9.2% 17.6% 1.9% 3.9% 3.9%

Long Credit Barclays US Long Credit -3.9% 16.8% 10.7% 17.1% 12.7% -6.6% 3.3% 3.3%

Muni Bonds Barclays Municipal -2.5% 12.9% 2.4% 10.7% 6.8% -2.6% 1.9% 1.9%

Core Bonds Barclays US Agg Bond 5.2% 5.9% 6.5% 7.8% 4.2% -2.0% 1.5% 1.5%

Global Bonds Citi WGBI 10.9% 2.6% 5.2% 6.4% 1.6% -4.0% 1.3% 1.3%

Interm Core Bonds Barclays US Agg Interm 4.9% 6.5% 6.1% 6.0% 3.6% -1.0% 1.1% 1.1%

Interm Govt/Credit Barclays US Govt/Credit Interm 5.1% 5.2% 5.9% 5.8% 3.9% -0.9% 0.9% 0.9%

High Yield Barclays US Corp High Yield -26.2% 58.2% 15.1% 5.0% 15.8% 7.4% 0.7% 0.7%

Govt/Credit Barclays Govt/Credit 1-5 Yr 5.1% 4.6% 4.1% 3.1% 2.2% 0.3% 0.4% 0.4%

Commodities DJ UBS Commodity -35.6% 18.9% 16.8% -13.3% -1.1% -9.5% 0.3% 0.3%

Govt/Credit Barclays US Govt/Credit 1-3 Yr 5.0% 3.8% 2.8% 1.6% 1.3% 0.6% 0.2% 0.2%

EMD USD Barclays EM USD Aggregate -14.7% 34.2% 12.8% 7.0% 17.9% -4.1% -0.3% -0.3%

Diversified Diversified* -24.5% 24.1% 13.5% 1.3% 12.7% 17.6% -1.5% -1.5%

Small Cap Growth Russell 2000 Growth -38.5% 34.5% 29.1% -2.9% 14.6% 43.3% -1.7% -1.7%

SMID Cap Russell 2500 -36.8% 34.4% 26.7% -2.5% 17.9% 36.8% -2.3% -2.3%

Small Cap  Russell 2000 -33.8% 27.2% 26.9% -4.2% 16.3% 38.8% -2.8% -2.8%

Large Cap Growth Russell 1000 Growth -38.4% 37.2% 16.7% 2.6% 15.3% 33.5% -2.9% -2.9%

Large Cap Russell 1000 -37.6% 28.4% 16.1% 1.5% 16.4% 33.1% -3.2% -3.2%

Large Cap S&P 500 -37.0% 26.5% 15.1% 2.1% 16.0% 32.4% -3.5% -3.5%

Large Cap Value Russell 1000 Value -36.8% 19.7% 15.5% 0.4% 17.5% 32.5% -3.6% -3.6%

Small Cap Value Russell 2000 Value -28.9% 20.6% 24.5% -5.5% 18.1% 34.5% -3.9% -3.9%

Int'l Developed MSCI EAFE -43.4% 31.8% 7.8% -12.1% 17.3% 22.8% -4.0% -4.0%

EMD Local JPM GBI EM Global Diversified -5.2% 22.0% 15.7% -1.8% 16.8% -9.0% -4.6% -4.6%

Emerging Equities MSCI EM -53.3% 78.5% 18.9% -18.4% 18.2% -2.6% -6.5% -6.5%

* 35% LC, 10% SC, 12% Intl Equity, 3% Emerging Equity, 25% Core Bonds, 5% HY, 5% Global Bonds, 5% REITS

Source: Morningstar Direct

January 31, 2014
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Total Plan Performance Analysis

December 31, 2013

Equity Risk Allocation = 6 %

34



35



36



37



Market Value
($)

% of
Portfolio Policy %

2013
Q4
(%)

Rank YTD
(%) Rank 1 Yr

(%) Rank 3 Yrs
(%) Rank 5 Yrs

(%) Rank
_

Teachers Composite 1,646,402,903 100.0 100.0 3.1 94 8.1 96 8.1 96 7.8 88 12.7 39
Policy Index    3.3 93 9.4 93 9.4 93 6.9 94 10.2 83
Allocation Index    3.3 93 9.3 93 9.3 93 6.8 94 10.8 76

IFx Public DB Gross Median     5.0  15.5  15.5  9.5  12.2  
US Equity 272,852,035 16.6 -- 9.9 49 -- -- -- -- -- -- -- --

Russell 3000    10.1 44 33.6 64 33.6 64 16.2 53 18.7 65
eA All US Equity Gross Median     9.8  35.6  35.6  16.4  20.1  

Large Cap Comp 172,910,032 10.5 10.0 10.4 47 33.9 49 33.9 49 16.5 41 21.2 14
S&P 500    10.5 45 32.4 62 32.4 62 16.2 47 17.9 57

eA US Large Cap Equity Gross Median     10.3  33.6  33.6  16.0  18.2  
T. Rowe 52,208,666 3.2 3.0 10.8 38 33.7 49 33.7 49 16.7 39 18.8 41
SSgA S&P 500 Cap-Wgt 75,387,595 4.6 4.0 10.5 45 32.4 61 32.4 61 16.2 46 -- --

S&P 500    10.5 45 32.4 62 32.4 62 16.2 47 17.9 57
SSgA S&P 500 Equal-Wgt 45,313,770 2.8 3.0 9.9 61 36.2 29 36.2 29 16.9 35 23.4 5

S&P 500 Equal Weighted    9.9 62 36.2 29 36.2 29 17.0 34 23.3 5
S&P 500 ex Tobacco Equal Weighted    9.9 61 36.4 28 36.4 28 17.0 34 23.4 5

Small/Mid Cap Comp 99,942,003 6.1 6.5 8.9 48 38.2 51 38.2 51 17.1 41 22.2 60
Russell 2000    8.7 52 38.8 45 38.8 45 15.7 60 20.1 83

eA US Small-Mid Cap Equity Gross Median     8.8  38.2  38.2  16.3  22.8  
SSgA S&P 400 8,054,457 0.5 0.5 8.3 64 33.7 68 33.7 68 -- -- -- --

S&P 400 MidCap    8.3 64 33.5 70 33.5 70 15.6 57 21.9 54
eA US Mid Cap Equity Gross Median     8.8  35.8  35.8  16.0  22.0  

Champlain 34,397,706 2.1 2.0 9.6 34 39.2 26 39.2 26 17.7 27 -- --
Russell 2500    8.7 55 36.8 43 36.8 43 16.3 45 21.8 56

eA US Mid Cap Equity Gross Median     8.8  35.8  35.8  16.0  22.0  
Wellington 36,879,705 2.2 2.0 8.9 70 34.9 77 34.9 77 17.1 46 22.2 44

Russell 2000 Value    9.3 61 34.5 78 34.5 78 14.5 78 17.6 95
eA US Small Cap Value Equity Gross Median     9.8  38.1  38.1  16.8  21.6  

SSgA Russell 2000 Growth 20,610,135 1.3 2.0 8.2 60 43.3 70 43.3 70 16.8 73 22.6 76
Russell 2000 Growth    8.2 60 43.3 70 43.3 70 16.8 73 22.6 76

eA US Small Cap Growth Equity Gross Median     8.8  45.6  45.6  18.8  24.4  

December 31, 2013

Vermont State Teachers
Total Fund Performance Detail
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Market Value
($)

% of
Portfolio Policy %

2013
Q4
(%)

Rank YTD
(%) Rank 1 Yr

(%) Rank 3 Yrs
(%) Rank 5 Yrs

(%) Rank
_

Int'l Equity Comp 156,237,270 9.5 10.0 7.1 39 23.6 58 23.6 58 8.6 68 11.9 88
MSCI EAFE    5.7 71 22.8 65 22.8 65 8.2 74 12.4 81

eA All EAFE Equity Gross Median     6.6  24.6  24.6  9.7  14.5  
Acadian 64,510,960 3.9 4.0 8.4 15 27.1 32 27.1 32 8.9 63 13.6 67
Mondrian 66,628,271 4.0 4.0 6.7 49 23.9 55 23.9 55 9.5 53 11.1 94

MSCI EAFE    5.7 71 22.8 65 22.8 65 8.2 74 12.4 81
SSgA ACWI Ex US 25,098,039 1.5 2.0 4.8 81 15.6 81 15.6 81 5.4 89 -- --

MSCI ACWI ex USA    4.8 81 15.3 83 15.3 83 5.1 92 12.8 84
eA ACWI ex-US All Cap Equity Gross Median     5.9  19.5  19.5  8.5  14.8  

Emerging Market Comp 100,882,727 6.1 6.0 -0.5 95 -5.9 94 -5.9 94 -- -- -- --
Aberdeen 100,882,727 6.1 6.0 -0.5 95 -5.9 94 -5.9 94 2.1 22 20.1 14

MSCI Emerging Markets    1.8 70 -2.6 80 -2.6 80 -2.1 75 14.8 74
eA Emg Mkts Equity Gross Median     2.8  1.0  1.0  -0.1  16.8  

US Fixed Income 404,232,038 24.6 -- -0.2 90 -- -- -- -- -- -- -- --
Barclays Aggregate    -0.1 88 -2.0 83 -2.0 83 3.3 68 4.4 71

eA All US Fixed Inc Gross Median     0.4  -0.3  -0.3  4.0  5.8  
Diversified Fixed 287,819,073 17.5 18.0 -0.6 96 -2.3 86 -2.3 86 4.3 46 8.6 28

Barclays Aggregate    -0.1 88 -2.0 83 -2.0 83 3.3 68 4.4 71
eA All US Fixed Inc Gross Median     0.4  -0.3  -0.3  4.0  5.8  

Allianz Structured Alpha 40,045,071 2.4 2.0 -1.1 99 -2.5 95 -2.5 95 5.0 10 9.9 2
Citigroup 10 Year Treasury    -2.5 99 -7.8 99 -7.8 99 4.0 52 1.8 99

PIMCO Core Plus 104,024,931 6.3 6.5 -0.6 98 -2.5 95 -2.5 95 4.1 43 -- --
Barclays Aggregate    -0.1 84 -2.0 82 -2.0 82 3.3 88 4.4 87

PIMCO Unconstrained 103,449,828 6.3 6.5 -0.4 97 -1.5 55 -1.5 55 -- -- -- --
25% HY, 25% EMD, 50% BC Agg    1.1 5 -0.9 27 -0.9 27 5.6 2 9.8 2
3-Month Libor Total Return USD    0.1 61 0.3 6 0.3 6 0.4 99 0.4 99

Wellington DAS 40,299,243 2.4 3.0 -0.9 99 -3.9 99 -3.9 99 7.2 1 7.9 7
Wellington Custom Benchmark    -2.8 99 -11.7 99 -11.7 99 4.8 15 5.3 65

December 31, 2013

Vermont State Teachers
Total Fund Performance Detail
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Vermont State Teachers
Total Fund Performance Detail

Market Value
($)

% of
Portfolio Policy %

2013
Q4
(%)

Rank YTD
(%) Rank 1 Yr

(%) Rank 3 Yrs
(%) Rank 5 Yrs

(%) Rank
_

High Yield Comp 68,659,731 4.2 4.0 2.9 83 7.6 52 7.6 52 9.3 52 16.0 72
Barclays High Yield 3.6 46 7.4 54 7.4 54 9.3 52 18.9 17

eA US High Yield Fixed Inc Gross Median 3.5 7.6 7.6 9.3 16.9
Liquidating Post Advisory 342,509 0.0 3.0
KDP 17,130,753 1.0 1.0 3.1 77 5.2 93 5.2 93 8.1 87 -- --

Barclays High Yield 3.6 46 7.4 54 7.4 54 9.3 52 18.9 17
BofA Merrill Lynch US High Yield BB-B Rated 3.3 62 6.3 80 6.3 80 8.7 73 16.5 58

Guggenheim 51,186,469 3.1 -- -- -- -- -- -- -- -- -- --
eA US High Yield Fixed Inc Gross Median 3.5 7.6 7.6 9.3 16.9

TIPS 47,753,234 2.9 3.0
BlackRock TIPS 47,753,234 2.9 3.0 -2.0 -- -8.6 -- -8.6 -- 3.5 -- -- --

Barclays US TIPS -2.0 -- -8.6 -- -8.6 -- 3.5 -- 5.6 --
Global Fixed Income Comp 48,193,763 2.9 3.0 -0.9 92 -6.2 97 -6.2 97 1.4 95 6.1 55

Citi WGBI -1.1 94 -4.0 86 -4.0 86 1.2 96 2.3 99
eA All Global Fixed Inc Gross Median 1.0 0.2 0.2 4.7 6.7

Mondrian GFI 48,193,763 2.9 3.0 -0.9 92 -6.2 97 -6.2 97 0.4 99 3.7 90
Citi WGBI -1.1 94 -4.0 86 -4.0 86 1.2 96 2.3 99

Emerging Market Debt 82,329,292 5.0 5.0
Wellington Opportunistic EMD 82,329,292 5.0 5.0 0.8 49 -5.1 39 -5.1 39 6.9 16 -- --

JP Morgan EMBI Global TR 0.9 47 -6.6 61 -6.6 61 6.3 33 11.5 63
eA All Emg Mkts Fixed Inc Gross Median 0.8 -6.1 -6.1 5.0 12.5

Total Real Estate 87,134,258 5.3 4.5 3.0 -- 14.7 -- 14.7 -- -- -- -- --
Morgan Stanley Prime Property 39,774,079 2.4 2.0 3.6 -- 17.4 -- 17.4 -- 15.5 -- 3.4 --
UBS Trumbull 34,754,531 2.1 2.0 2.3 -- 10.4 -- 10.4 -- 11.3 -- 4.6 --
RREEF America REIT III 12,146,938 0.7 0.5 3.1 -- 17.0 -- 17.0 -- 31.0 -- -2.5 --
Transwestern / Aslan III 458,710 0.0 0.0 0.2 -- 50.0 -- 50.0 -- 14.8 -- -36.0 --

NCREIF Property Index 2.5 -- 11.0 -- 11.0 -- 11.9 -- 5.7 --
NCREIF ODCE 3.2 -- 14.0 -- 14.0 -- 13.6 -- 3.7 --

Morgan Stanley Prime Property is estimated 
Transwestern is based on preliminary manager statement 
Post Advisory funds were invested into Guggenheim
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Market Value
($)

% of
Portfolio Policy %

2013
Q4
(%)

Rank YTD
(%) Rank 1 Yr

(%) Rank 3 Yrs
(%) Rank 5 Yrs

(%) Rank
_

Hedge Fund Comp 87,423,111 5.3 5.0 4.3 35 14.1 22 14.1 22 6.2 31 -- --
eA|HFN FOF - Multi-Strategy Net Median     3.6  10.5  10.5  4.5  7.1  
Grosvenor 34,965,656 2.1 2.0 4.2 40 15.2 16 15.2 16 6.5 29 -- --
GAM 17,629,991 1.1 1.0 4.3 34 14.0 22 14.0 22 -- -- -- --
Permal 34,827,465 2.1 2.0 4.5 31 13.0 29 13.0 29 -- -- -- --

HFRI Fund of Funds Composite Index    3.5 55 8.7 60 8.7 60 2.4 76 4.8 78
GAA Comp 338,385,262 20.6 20.0 2.8 61 3.3 69 3.3 69 6.3 47 13.1 12

eA Global TAA Gross Median     3.7  7.7  7.7  6.0  10.3  
Mellon Global Expanded Alpha 35,597,551 2.2 2.5 4.5 32 12.2 31 12.2 31 8.0 26 14.0 10

Mellon GA GEA Index    3.6 51 10.3 40 10.3 40 6.9 40 9.3 62
AQR Global Risk Premium 132,034,524 8.0 8.0 1.8 84 -2.0 88 -2.0 88 6.7 42 -- --

60% MSCI World / 40% CITI WGBI    4.4 36 13.9 24 13.9 24 7.9 29 10.4 45
PIMCO All Asset 99,295,505 6.0 5.0 1.5 87 1.7 74 1.7 74 7.0 38 11.7 27

PIMCO All Asset Index    1.0 91 0.2 77 0.2 77 5.2 58 8.1 75
CPI + 5% (Seasonally Adjusted)    1.6 86 6.6 54 6.6 54 7.2 36 7.2 76

Wellington OIF 71,457,682 4.3 4.5 5.9 16 12.1 32 12.1 32 3.4 72 12.2 21
65% MSCI ACWI (Net) / 35% BC Agg    4.7 27 13.6 25 13.6 25 7.7 33 11.5 31

Commodities 61,527,086 3.7 4.0           
Schroder 61,527,086 3.7 4.0 -1.8 -- -8.5 -- -8.5 -- -5.0 -- -- --

Dow Jones-UBS Commodity Index TR    -1.1 -- -9.5 -- -9.5 -- -8.1 -- 1.5 --
Cash 849,238 0.1 0.0           

Vermont Cash 849,238 0.1 0.0 0.0 -- 0.0 -- 0.0 -- 0.1 -- 0.2 --
91 Day T-Bills    0.0 -- 0.0 -- 0.0 -- 0.1 -- 0.1 --

Private Equity 6,356,823 0.4 1.0           
Harbourvest Partners IX Credit Opportunities 344,732 0.0            
Harbourvest Partners IX Venture Fund 1,484,834 0.1            
Harbourvest Partners IX Buyout Fund 1,826,002 0.1            
Harbourvest Dover VIII Fund 2,701,256 0.2            

PIMCO All Asset Index: 40% BC Agg / 30% TIPS / 10% S&P500 / 10% BC HY / 10% JPM EMBI+

Mellon CF GEA Index: 50% MSCI ACWI / 25% CITI WGBI H/H / 10% BC Global Inflation Linked H/H /5% BC US Interm. Credit / 5% DJ-UBS Commodity / 5% R2000.

Harbourvest is based on preliminary manager statement for Q4 2013

Schroder is net of fee

Vermont State Teachers
Total Fund Performance Detail
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Vermont State Teachers
Total Plan Allocation vs. Peer Universe

December 31, 2013
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# Of Portfolios/Observations1

Allocation Index3

Asset Allocation Effect2 - 

Agency Bonds (Agencies)3

Asset Backed Securities (ABS)3

Attribution3

Average Effective Maturity4

Batting Average1

Brinson Fachler (BF) Attribution1

Brinson Hood Beebower (BHB) Attribution1

Corporate Bond (Corp) 4

Correlation1
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Coupon4 – 

Currency Effect1

Derivative Instrument3

Downside Deviation1

Duration3

Equity/Debt/Cash Ratio1

Foreign Bond3

Hard Hurdle5

High-Water Mark4

Hurdle Rate4

Interaction Effects2

Median3

Modified Duration3

Mortgage Backed Securities (MBS)3

Municipal Bond (Muni) 4

Net Investment Change1

Performance Fee4
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Policy Index3

Price to Book (P/B)4

Price to Earnings (P/E)3

Price to Sales (P/S)4

Return on Equity (ROE)4 - 

Selection (or Manager) Effect2

Soft Hurdle rate5 –

Tiered Fee1

Total Effects2

Total Return1

Universe3

Upside Deviation1

Weighted Avg. Market Cap.4

Yield (%)3

Yield to Maturity3
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Alpha 

Alpha Jensen

Annualized Excess Return over Benchmark 

Annualized Return

Beta

Information Ratio

Formula: 
(Annualized Return of Portfolio - Annualized Return of Benchmark)/Annualized 
Standard Deviation(Period Portfolio Return – Period Benchmark Return). To an-
nualize standard deviation, multiply the deviation by the square root of the 
number of periods per year where monthly returns per year equals 12 and quar-
terly returns is four periods per year.

R-Squared

Sharpe Ratio

Sortino Ratio 

Formula: 
Calculation Average (X-Y)/Downside Deviation (X-Y) * 2   
Where X=Return Series X Y = Return Series Y which is the risk free return (91 
day T-bills)

Data Source: InvestorForce

Standard Deviation

Formula:  
(Annualized Return of Portfolio – Annualized Return of Risk Free) / Annualized 
Standard Deviation (Portfolio Returns)  

Tracking Error 

Formula:  
Tracking Error = Standard Deviation (X-Y) * ( # of periods per year)  
Where X = periods portfolio return and Y = the period’s benchmark return  
For monthly returns, the periods per year = 12  
For quarterly returns, the periods per year = 4 

Treynor Ratio 

Formula: 
(Portfolio Average Return - Average Return of Risk-Free Rate)/Portfolio Beta 

Up/Down Capture Ratio

UpsideCapture = TotalReturn(FundReturns)/TotalReturns(BMReturn) when Peri-
od Benchmark Return is > = 0  

DownsideCapture = TotalReturn(FundReturns)/TotalReturns(BMReturn) when 
Benchmark <0 
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• Past performance is no guarantee of future results.

• NEPC relies on the plan’s custodian bank for portfolio pricing,
calculation of accruals, and transaction information.  Information on
market indices and security characteristics is received from other
sources external to NEPC.  While NEPC has exercised reasonable
professional care in preparing this report, we cannot guarantee the
accuracy of all source information contained within.

• This report is provided as a management aid for the client’s internal
use only.  Performance contained in this report does not constitute a
recommendation by NEPC.

• This report may contain confidential or proprietary information and
may not be copied or redistributed.
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