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• Continued slow and steady
economic growth

– A bit slower in the first quarter due to
weather (maybe offset in Q2?)

– Deleveraging continuing

• Early stages of Taper  generally
accepted by marketplace

– Though priced in “normalization” of
rates appears optimistic

• Developed world inflation is low
– Allows Fed continued flexibility to

work through Taper

• Emerging markets made some
progress on adjustments

– Finally experiencing positive flows and
early signs of positive performance

• Volatility remains subdued and
markets relatively stable

• Potential geopolitical instability
– Russian invasion of Crimea has minimal

economic impact
– But tensions between Russia and West

could have spillover effects

• Benign market environment in
Europe obscures challenging
underlying economic conditions

• Inflation is low…maybe too low
– Global monetary stimulation has offset

deflationary pressures

• Continued slowing growth in China
has global implications

– Could bring Chinese credit issues to
forefront

• Valuations beginning to stretch
above long-term averages

– Developed Equity P-Es above median
– Credit spreads approaching 2006-07

levels

First Quarter 2014 Market Review

Positives Negatives

March 31, 2014
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Markets Were Mostly Up (A Little Bit) In the First Quarter

Source: Bloomberg, NEPC as of 3/31

March 31, 2014
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Deleveraging Playing Out Slowly But Surely

Source: Bloomberg as of 12/31

March 31, 2014
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So Far So Good for Taper 

Source: Bloomberg as of 3/31, Values after 3/31/2014 are market consensus projections

March 31, 2014
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Market Expecting Smooth Sailing As Rates Normalize Over Next Two Years…

Each shaded circle 
represents the value 
(rounded to the 
nearest ¼ 
percentage point) of 
an individual 
participant’s 
judgment of the 
appropriate level of 
target federal funds 
rate at the end of 
the specified year or 
over the long run

Source: Federal 
Reserve

Economic Projections of the Federal Reserve Board Members and Federal 
Reserve Bank Presidents, March 2014

Source: Bloomberg as of 3/31

March 31, 2014
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Volatility Remains Subdued

Source: Bloomberg as of 3/31Source: Bloomberg as of 3/31

Source: Bloomberg as of 3/31Source: Bloomberg as of 3/31

March 31, 2014
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Emerging Returns Have Been Lackluster But Have Seen Some Recent Reversals

Source: Bloomberg as of 3/31

March 31, 2014
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Dislocation of Emerging Markets is a Unique Situation Given Recent History

Source: Bloomberg as of 2/28, Total is representative of world market, BRIC is an equally weighted average of indicators for each country

March 31, 2014
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Inflation and Near Term Inflation Expectations Remain Low

Source: Bloomberg as of 3/31

Source: Bloomberg as of 3/31

March 31, 2014
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US Equity Markets: Poised to Continue or Overly Optimistic

3/31/2014
15.97

Source: Bloomberg as of 3/31Source: Bloomberg as of 3/31

Source: Bloomberg as of 3/31, Long-term averages since 1954 Source: Bloomberg as of 3/31

March 31, 2014
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Global Equity Markets: EM Still Lagging, But Weathering Macro Concerns

Source: Bloomberg as of 3/31 Source: Bloomberg as of 3/31

Source: Bloomberg as of 3/31

March 31, 2014
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Spreads Have Tightened as Retail Investors Flocked to Yield

Source: Bloomberg as of 12/31

Source: Bloomberg as of 3/31

March 31, 2014
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Fixed Income Performance
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Source: Bloomberg, as of 3/31/2014
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• Markets have generally shown resiliency so far in 2014
– Withstood adjustments in balance of payment challenged EM countries
– Limited market reaction to Russia/Ukraine issues

• US taper has generally been accepted by markets 
– Already reduced from $85 billion to $55 billion in monthly purchases
– Rates remain low and accommodating

• Slow and steady economic growth continues
– Inflation remains subdued

• Continued low volatility may obscure underlying economic challenges
– European peripheral countries continue to face high unemployment
– Many EM countries face further balance of payment adjustments
– China faces slowing growth and potential credit issues

• Valuations beginning to move beyond fair value
– While not stretched, equity P-E ratios are now above long-term averages
– Credit spreads continue to move tighter

• Ex: European peripheral debt

• NEPC themes remain consistent
– Rebalance – remain diversified and balanced
– Look for opportunities to be dynamic – particularly in credit
– Allocate to emerging markets and private markets for higher returns in low return world

Outlook

March 31, 2014
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Returns for Key Indices Ranked in Order of Performance 

March 31, 2014

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 QTD 3 year  5 Year 10 Year

RUSSELL 
2000 VALUE  

22.83

RUSSELL 
2000 VALUE  

14.03

BC 
AGGREGATE  

10.25

MSCI 
EMERGING 
MARKETS  

55.82

MSCI 
EMERGING 
MARKETS  

25.55

MSCI 
EMERGING 
MARKETS  

34.54

MSCI 
EMERGING 
MARKETS  

32.17

MSCI 
EMERGING 
MARKETS    

39.39

BC 
AGGREGATE  

5.24

MSCI 
EMERGING 
MARKETS    

78.51

RUSSELL 
2000 

GROWTH  
29.09

BC 
AGGREGATE  

7.84

MSCI 
EMERGING 
MARKETS    

18.22

RUSSELL 
2000 

GROWTH    
43.30

RUSSELL 
1000 VALUE  

3.02

RUSSELL 
1000 VALUE  

14.80

RUSSELL 
2000 

GROWTH    
25.24

MSCI 
EMERGING 
MARKETS    

10.11

BC 
AGGREGATE  

11.63

BC 
AGGREGATE  

8.44

MSCI 
EMERGING 
MARKETS    

-6.17

RUSSELL 
2000 

GROWTH  
48.54

RUSSELL 
2000 VALUE  

22.25

MSCI EAFE 
13.54

MSCI EAFE  
26.34

RUSSELL 
1000 

GROWTH    
11.81

RUSSELL 
2000 VALUE  

-28.92

RUSSELL 
1000 

GROWTH    
37.21

RUSSELL 
2000       
26.85

RUSSELL 
1000 

GROWTH    
2.64

RUSSELL 
2000 VALUE  

18.05

RUSSELL 
2000       
38.82

RUSSELL 
1000       
2.05

RUSSELL 
1000       
14.74

RUSSELL 
2000       
24.32

RUSSELL 
2000 

GROWTH    
8.87

RUSSELL 
1000 VALUE  

7.01

RUSSELL 
2000       
2.49

RUSSELL 
2000 VALUE  

-11.43

RUSSELL 
2000       
47.25

MSCI EAFE  
20.25

RUSSELL 
1000 VALUE  

7.05

RUSSELL 
1000 VALUE  

22.25

MSCI EAFE   
11.17

RUSSELL 
2000       

-33.79

RUSSELL 
2000 

GROWTH    
34.47

RUSSELL 
2000 VALUE  

24.5

S&P 500     
2.11

RUSSELL 
1000 VALUE  

17.51

RUSSELL 
2000 VALUE  

34.52

BC 
AGGREGATE  

1.84

S&P 500     
14.65

RUSSELL 
2000 VALUE  

23.33

RUSSELL 
2000       
8.53

RUSSELL 
2000       
-3.02

MSCI 
EMERGING 
MARKETS    

-2.62

RUSSELL 
1000 VALUE  

-15.52

RUSSELL 
2000 VALUE  

46.03

RUSSELL 
2000       
18.33

RUSSELL 
1000       
6.27

RUSSELL 
2000 VALUE  

23.48

RUSSELL 
2000 

GROWTH    
7.06

RUSSELL 
1000 VALUE  

-36.85

MSCI EAFE   
31.78

MSCI 
EMERGING 
MARKETS    

18.88

RUSSELL 
1000       
1.50

MSCI EAFE   
17.32

RUSSELL 
1000 

GROWTH    
33.48

S&P 500     
1.81

RUSSELL 
1000 

GROWTH    
14.62

RUSSELL 
1000 VALUE  

21.75

RUSSELL 
2000 VALUE  

8.07

RUSSELL 
1000       
-7.79

RUSSELL 
1000 VALUE  

-5.59

MSCI EAFE   
-15.94

MSCI EAFE  
38.59

RUSSELL 
1000 VALUE  

16.49

RUSSELL 
1000 

GROWTH  
5.26

RUSSELL 
2000       
18.37

BC 
AGGREGATE  

6.97

S&P 500     
-37.0

RUSSELL 
1000       
28.43

RUSSELL 
1000 

GROWTH    
16.71

RUSSELL 
1000 VALUE  

0.39

RUSSELL 
1000       
16.42

RUSSELL 
1000       
33.11

RUSSELL 
2000 VALUE  

1.78

RUSSELL 
2000 

GROWTH    
13.61

RUSSELL 
1000       
21.73

RUSSELL 
1000 

GROWTH    
7.86

S&P 500     
-9.10

RUSSELL 
2000 

GROWTH    
-9.23

RUSSELL 
2000       

-20.48

RUSSELL 
1000 VALUE  

30.03

RUSSELL 
2000 

GROWTH  
14.31

S&P 500  
4.91

S&P 500  
15.8

RUSSELL 
1000       
5.77

RUSSELL 
1000       
-37.6

RUSSELL 
2000       
27.16

RUSSELL 
1000       
16.10

RUSSELL 
2000 

GROWTH    
-2.91

RUSSELL 
2000       
16.35

RUSSELL 
1000 VALUE  

32.53

RUSSELL 
1000 

GROWTH    
1.12

RUSSELL 
2000       
13.18

RUSSELL 
1000 

GROWTH    
21.68

RUSSELL 
1000       
7.80

MSCI EAFE   
-14.17

S&P 500     
-11.88

RUSSELL 
1000       

-21.65

RUSSELL 
1000       
29.89

RUSSELL 
1000       
11.40

RUSSELL 
2000 VALUE  

4.71

RUSSELL 
1000       
15.46

S&P 500     
5.49

RUSSELL 
1000 

GROWTH    
-38.44

S&P 500     
26.46

RUSSELL 
1000 VALUE  

15.51

RUSSELL 
2000       
-4.18

S&P 500     
16.00

S&P 500     
32.39

RUSSELL 
2000       
1.12

RUSSELL 
2000 VALUE  

12.73

S&P 500     
21.16

RUSSELL 
1000 VALUE  

7.58

RUSSELL 
1000 

GROWTH    
-22.42

RUSSELL 
1000       

-12.45

S&P 500     
-22.1

RUSSELL 
1000 

GROWTH  
29.75

S&P 500  
10.88

RUSSELL 
2000       
4.55

RUSSELL 
2000 

GROWTH  
13.35

RUSSELL 
1000 VALUE  

-0.17

RUSSELL 
2000 

GROWTH    
-38.54

RUSSELL 
2000 VALUE  

20.58

S&P 500     
15.06

RUSSELL 
2000 VALUE  

-5.50

RUSSELL 
1000 

GROWTH    
15.26

MSCI EAFE   
22.78

MSCI EAFE   
0.66

MSCI EAFE   
7.21

MSCI EAFE   
16.02

S&P 500     
7.42

RUSSELL 
2000 

GROWTH    
-22.43

RUSSELL 
1000 

GROWTH    
-20.42

RUSSELL 
1000 

GROWTH    
-27.89

S&P 500  
28.69

RUSSELL 
1000 

GROWTH    
6.30

RUSSELL 
2000 

GROWTH  
4.15

RUSSELL 
1000 

GROWTH  
9.07

RUSSELL 
2000       
-1.56

MSCI EAFE   
-43.38

RUSSELL 
1000 VALUE  

19.69

MSCI EAFE   
7.75

MSCI EAFE   
-12.14

RUSSELL 
2000 

GROWTH    
14.59

BC 
AGGREGATE  

-2.02

RUSSELL 
2000 

GROWTH    
0.48

BC 
AGGREGATE  

3.75

MSCI 
EMERGING 
MARKETS    

14.48

MSCI EAFE   
6.53

MSCI 
EMERGING 
MARKETS    
-30.83

MSCI EAFE   
-21.44

RUSSELL 
2000 

GROWTH    
-30.26

BC 
AGGREGATE  

4.10

BC 
AGGREGATE  

4.34

BC 
AGGREGATE  

2.43

BC 
AGGREGATE  

4.33

RUSSELL 
2000 VALUE  

-9.78

MSCI 
EMERGING 
MARKETS    
-53.33

BC 
AGGREGATE  

5.93

BC 
AGGREGATE  

6.54

MSCI 
EMERGING 
MARKETS    
-18.42

BC 
AGGREGATE  

4.21

MSCI 
EMERGING 
MARKETS    

-2.60

MSCI 
EMERGING 
MARKETS    

-0.43

MSCI 
EMERGING 
MARKETS    

-2.86

BC 
AGGREGATE  

4.80

BC 
AGGREGATE  

4.46
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Investment Market Update: As of April 30, 2014

PERFORMANCE THROUGH 4/30/2014

Sector Index 2008 2009 2010 2011 2012 2013 Q1 APR 2014

Treasury STRIPS Barclays US Strips 20+ Yr 59.5% -36.0% 10.9% 58.5% 3.0% -21.0% 12.7% 3.5% 16.7%

REITS Wilshire US REIT -39.2% 28.6% 28.6% 9.2% 17.6% 1.9% 10.1% 3.6% 14.0%

Commodities DJ UBS Commodity -35.7% 18.9% 16.8% -13.3% -1.1% -9.5% 7.0% 2.4% 9.6%

Long Govt/Credit Barclays US Govt/Credit Long 8.4% 1.9% 10.2% 22.5% 8.8% -8.8% 6.6% 2.2% 8.9%

Long Credit Barclays US Long Credit -3.9% 16.8% 10.7% 17.1% 12.7% -6.6% 6.3% 2.3% 8.7%

Muni Bonds Barclays Municipal -2.5% 12.9% 2.4% 10.7% 6.8% -2.6% 3.3% 1.2% 4.6%

Large Cap Value Russell 1000 Value -36.9% 19.7% 15.5% 0.4% 17.5% 32.5% 3.0% 1.0% 4.0%

EMD USD Barclays EM USD Agg -14.8% 34.2% 12.8% 7.0% 18.0% -4.1% 2.8% 1.1% 4.0%

Global Bonds Citi WGBI 10.9% 2.6% 5.2% 6.4% 1.7% -4.0% 2.7% 1.1% 3.8%

High Yield Barclays US Corp High Yield -26.2% 58.2% 15.1% 5.0% 15.8% 7.4% 3.0% 0.6% 3.6%

EMD Local JPM GBI EM Glob Div -5.2% 22.0% 15.7% -1.8% 16.8% -9.0% 1.9% 0.9% 2.8%

Core Bonds Barclays US Agg Bond 5.2% 5.9% 6.5% 7.8% 4.2% -2.0% 1.8% 0.8% 2.7%

Diversified Diversified* -24.5% 24.1% 13.5% 1.3% 12.7% 17.6% 2.1% 0.5% 2.6%

Large Cap S&P 500 -37.0% 26.5% 15.1% 2.1% 16.0% 32.4% 1.8% 0.7% 2.6%

Large Cap Russell 1000 -37.6% 28.4% 16.1% 1.5% 16.4% 33.1% 2.1% 0.5% 2.5%

Int'l Developed MSCI EAFE -43.4% 31.8% 7.8% -12.1% 17.3% 22.8% 0.7% 1.5% 2.1%

Interm Core Bonds Barclays US Agg Interm 4.9% 6.5% 6.2% 6.0% 3.6% -1.0% 1.2% 0.7% 1.9%

Interm Govt/Credit Barclays US Govt/Credit Interm 5.1% 5.2% 5.9% 5.8% 3.9% -0.9% 1.0% 0.5% 1.5%

Large Cap Growth Russell 1000 Growth -38.4% 37.2% 16.7% 2.6% 15.3% 33.5% 1.1% 0.0% 1.1%

Govt/Credit Barclays Govt/Credit 1-5 Yr 5.1% 4.6% 4.1% 3.1% 2.2% 0.3% 0.4% 0.3% 0.7%

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% 0.4%

SMID Cap Russell 2500 -36.8% 34.4% 26.7% -2.5% 17.9% 36.8% 2.3% -2.3% -0.1%

Emerging Equities MSCI EM -53.3% 78.5% 18.9% -18.4% 18.2% -2.6% -0.4% 0.3% -0.1%

Small Cap Value Russell 2000 Value -28.9% 20.6% 24.5% -5.5% 18.1% 34.5% 1.8% -2.6% -0.8%

Small Cap  Russell 2000 -33.8% 27.2% 26.9% -4.2% 16.4% 38.8% 1.1% -3.9% -2.8%

Small Cap Growth Russell 2000 Growth -38.5% 34.5% 29.1% -2.9% 14.6% 43.3% 0.5% -5.1% -4.7%

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

Source: Morningstar Direct
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Total Plan Performance Analysis

March 31, 2014

Vermont State Employees

Equity Risk Allocation = 62%
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What helped performance

– US stocks posted modest gains in the three months ended March 31, 2014, but there was a shift in 
dynamics, especially in the final week of the quarter. Following a strong 2013, stocks started the year with 
a drop in January amid concerns regarding the Fed tapering. They rebounded in February, hitting new 
record highs, on the heels of the Fed stating it would maintain current short-term interest rates near zero 
well beyond unemployment dropping below 6.5%, especially if inflation remains below 2%. Equities 
oscillated again in March, falling after the Fed touched on the possibility of raising interest rates. 

– SSgA S&P 400 returned 3.0%, the Large Cap Composite  2.0% in the first quarter.

– While International equities lagged US markets, returning 0.7%, as measured by the MSCI EAFE Index, but 
managers in the VPIC portfolio outperformed.

– Acadian returned 4.6% and Mondrian returned 3.7% helping the International Equity Composite return 3.6% for the quarter.

– Bond markets rallied in the first quarter, seemingly moving beyond the challenges faced by a majority of 
fixed income sectors in 2013. Early in the quarter, investors snapped up safer, higher-quality assets amid 
concerns around an economic slowdown in China and the unseasonably harsh winter in the US. This flight 
to quality was further reinforced following the crisis in Ukraine and Russia taking control of Crimea. A small 
portion of the gains in Treasuries was lost in March when markets interpreted Janet Yellen’s first statements 
to Congress as Fed chairwoman as a signal that the Fed may increase the federal funds rate earlier than 
expected.

– The US Fixed Income Composite returned 2.2% in the first quarter, the High Yield Composite returned 2.9% while Wellington 
Opportunistic Emerging Market Debt returned 3.7%.

– AQR performed well in the first quarter returning 5.7%, with Nominal Interest Rate Risk contributing 2.4% 
Inflation Risk adding 2.3% and Credit/Currency Risk contributing 1.0%. 

Table of Contents

March 31, 2014

Vermont Pension Investment Committee
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What hurt performance

– Mellon Global Expanded Alpha severely underperformed in the first quarter. GEA I posted a Q1 return 
of -4.6% compared to a blended benchmark return of 2.0%. The Strategy’s 5-yr return and since 
inception return remain above the benchmark but quarterly underperformance of this magnitude 
severely impacts the 1-yr and 3-yr numbers. 

– The underperformance can be traced to 3 specific themes/positions; long equity positions in Hong Kong and Japan, short 
exposure to the Australia Dollar, long German Equities and short Spain/Italy equities. Collectively these themes contributed 
370 basis points of underperformance in the quarter. 

– In anticipation of rising interest rates, investors sold their positions in small caps, fast-growing stocks
– and non-earners, while moving into stocks of more moderately-valued, stable companies exhibiting 

cyclical growth. Both Champlain and Wellington slightly underperformed their benchmark in the first 
quarter

– Champlain returned 1.4% vs the Russell 2500 return of 2.3%, Wellington returned 1.5% while the Russell 2000 Value returned 
1.8%.

Total Plan Performance Analysis

March 31, 2014

Vermont Pension Investment Committee
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T. Rowe Price – Large Cap Core
– What Helped: Within the S&P 500 Index, sector performance was mostly positive. Utilities produced 

strong returns and far outpaced other sectors
– What Hurt: Stock selection within the consumer staples sector had the largest negative impact on 

relative performance

SSgA S&P 500 Equal Weighted – Large Cap Core
– What Helped: Utilities had the highest quarterly return at 9.74%
– What Hurt: Consumer Discretionary had the lowest quarterly return at -1.398%

Wellington – Small Cap Value Equities
– What Helped: Stock selection, which displayed more dispersion across the sectors, was positive to 

performance for the quarter
– What Hurt: Sector allocation, a residual of the stock selection process, was the primary source of 

underperformance for the quarter

Champlain – Mid Cap Core Equities
– What Helped: Led by Whiting Petroleum, energy holdings contributed slightly to this quarter’s relative 

performance
– What Hurt: Weak relative performance from industrials was responsible for just under a third of the 

overall relative performance deficit this quarter

SSgA Russell 2000 Growth – Small Cap Growth Equities
– What Helped: Utilities holdings outperformed by 0.10%
– What Hurt: Telecommunication Services holdings underperformed by 0.35%

Manager Performance Analysis

March 31, 2014

Vermont Pension Investment Committee
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Acadian – Int’l Developed Equities
– What Helped: Stock selection added 420 basis point of performance, led by names in Japan and France
– What Hurt: Country allocations reduced performance by 50 basis points, including an underweighting to 

the U.K. and Australia

Mondrian – Int’l Developed Equities
– What Helped: Overweight Israel and underweight Japan, stock selection in France and Japan, stock 

selection in financials and industrials sectors
– What Hurt: Stock selection in the UK and Italy, underweight Denmark, overweight position in the 

telecommunication services sector

Aberdeen – Emerging Market Equities
– What Helped: Outperformance was partly due to the overweight to several markets – India, Indonesia 

and Brazil – which rebounded from previous sell-offs amid improvement in their current accounts.
– What Hurt: Weak performance from Brazilian holdings pared gains. Cyclical stocks such as Vale and 

Petrobras continued to lag, although both companies rebounded strongly towards the end of the period 
as risk appetite improved.

Allianz – Core Fixed Income
– What Helped: With bonds on the rise in the first quarter amid choppy conditions in the equity and 

volatility markets, Structured Alpha 10 Year Treasury 500 outperformed its benchmark
– What Hurt: Magnitude of the equity and volatility markets’ moves was quite typical, the speed of the 

rebound made it difficult for the portfolio to fully capitalize on opportunities to generate stronger excess 
returns,

Manager Performance Analysis

March 31, 2014
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PIMCO – Core Plus Fixed Income
– What Helped: Tactical exposures to Italian and Spanish debt, which rallied on improving economic 

data, an allocation to non-Agency mortgages, exposure to Build America municipal bonds as 
spreads tightened amid investor demand for attractive yields and modes exposure to Mexican 
local interest rates as yield declined amid lower inflation

– What Hurt: An underweight to the long-end of the U.S. yield curve, as longer maturity yields 
declined, An underweight to U.S. duration as yields declined across most maturities, An 
underweight to investment-grade corporate bonds which outperformed like-duration Treasuries

PIMCO - Unconstrained 
– What Helped: Roll-down1 from front-end U.S. rate strategies, including Eurodollar futures and 

short-dated Treasuries, U.S. interest-rate swaption sales, exposure to Treasury Inflation-Protected 
Securities (TIPS) as real rate decreased

– What Hurt: Negative duration exposure at the long-end of the U.S. yield curve, as long-term rates 
fell, Foreign currency exposure was slightly negative, driven by long positioning in the Mexican 
peso

Schroders – Commodities
– What Helped: Returns by sector for the quarter were agriculture 12.3%, precious metals 4.3%, 

energy 2.3%, and base metals -4.1%. The best five performers were coffee 61%, lean hogs 48%, 
corn 19%, wheat 15%, and nickel 15%.

– What Hurt: The worst performing markets on the quarter were copper -10%, lead -7%, lumber -
7%, gas oil -5% and heating oil -5%.

Manager Performance Analysis
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KDP – High Yield Debt
– What Helped: The biggest industry contributors to positive performance this quarter were Integrated 

Telecom, Media-Cable, Consumer/Commercial/Lease Financing, Building & Construction, and 
Support Services

– What Hurt: Metals & Mining was the only contributor of negative performance

Mondrian – Global Fixed Income
– What Helped: Overweight to Mexico and underweight to Canada
– What Hurt: The underweight to the Eurozone and the peripheral markets of Spain and Italy in 

particular detracted from performance. Additionally, the overweights to Poland, Sweden and the 
United States also detracted from performance

Wellington – Opportunistic Emerging Market Debt
– What Helped:  In Mexico, positive security selection, namely our preference for the long-end of
– the external sovereign debt curve as well as allocation to long dated local sovereign debt contributed 

to overall performance.
– What Hurt: In Russia, both an overweight country allocation earlier in the period and negative 

security selection, namely, an allocation to local sovereign debt hurt overall performance

Wellington – Diversified Alpha Strategies
– What Helped: Five of eleven strategies contributed positive alpha during the period. International 

Contrarian Value, Long/Short Country Alpha, and Healthcare were the largest sources of 
outperformance.

– What Hurt: Special Equity, Government Relative Value, and Select Rates Relative Value were the 
primary detractors over the period.

Manager Performance Analysis

March 31, 2014

Vermont Pension Investment Committee

168



Mellon Global Expanded Alpha I – Global Asset Allocation
– What Helped: 
– What Hurt: Underperformance can be traced to 3 specific themes/positions; long equity positions in 

Hong Kong and Japan, short exposure to the Australia Dollar, long German Equities and short 
Spain/Italy equities. Collectively these themes contributed 370 basis points of underperformance in 
the quarter

PIMCO All Asset – Global Asset Allocation
– What Helped: Exposure to international developed and emerging markets equities via 

fundamentally weighted strategies, allocation to Real Estate Investment Trusts (REIT) and 
diversified commodities, high yield credit and non-Agency mortgages and allocations to liquid 
alternative strategies which target low beta or market-neutral relative value exposures

– What Hurt: Exposure to emerging market (EM) equities as strong performance in the second half of 
the quarter was offset by a weak start to the quarter

Wellington OIF – Global Asset Allocation
– What Helped:  Positive security selection in Mexico, an allocation to sovereign debt in Slovenia, 

positive security selection in Venezuela and Brazil and both an overweight country allocation and 
positive security selection in Indonesia

– What Hurt: Both an overweight country allocation and negative security selection in Russia, poor 
security selection in Peru, an overweight to Latvia and both an overweight country allocation and 
negative security selection in Hungary.

AQR Global Risk Premium – Global Asset Allocation
– What Helped:  Returns for two of the four risk categories in the Fund were positive for the quarter, 

with Equities contributing +2.2% and Credit contributing +1.7%.
– What Hurt: Nominal Interest Rates subtracted -1.2% and Inflation Sensitive assets subtracted -

0.9%.
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PIMCO

• PIMCO announced that Mohamed El-Erian, co-CIO and CEO is stepping down in March of 2014.  They 
separately announced that Chris Dialynas, manager of the Unconstrained Bond Fund, will be taking a 
sabbatical later this year.  Several additional appointments have also occurred within the senior leadership 
team as summarized below:

• Deputy CIO Appointments: These are new positions created following the resignation of Mr. El-Erian
– Mark Kiesel (Credit)
– Virginie Maisonneuve (Head of Global Equities, recent hire from Schroders)
– Scott Mather (Head of Global Portfolio Management)
– Mihir Worah (Head of Real Return Portfolio Management)
– Andrew Balls, and Dan Ivascyn (named last week as Deputy CIOs following the announcement regarding Mr. El-Erian)

• Investment Committee Changes:
– Marc Seidner, resigned to take a role outside of PIMCO at GMO
– Existing members Bill Gross, Saumil Parikh, Andrew Balls, and Christian Stracke remain on the IC
– New IC members include the newly named Deputy CIOs and Tony Crescenzi
– Mohit Mittal and Qi Wang remains as Rotating IC members

• Other Items:
– IC Member, Chris Dialynas has decided to delay his planned sabbatical from the Firm until the end of April
– Rich Clarida will take over leadership of the Secular Forum
– Ed Devlin, who heads Canadian portfolio management for the firm, will move to the New York office where he will 

assume greater responsibilities as a generalist PM
– Chuck Lahr, a Managing Director and Equities Portfolio Manager, has decided to leave the firm to pursue other interests
– Sudi Mariappa will rejoin PIMCO as a Managing Director and Portfolio Manager; Sudi returns to PIMCO after a 2 year stint 

with GLG based in London

• In the near-term, we believe the recent changes will not degrade PIMCO’s investment process and 
capabilities. However, concerns arise due to the turnover at the highest levels of PIMCO’s leadership and the 
potential impact that may have on the Firm’s culture and the long-term succession plan for CIO, Bill Gross.

• While NEPC believes no action is required, we are closely monitoring the situation, and we recommend Watch 
status at the Firm level for all PIMCO strategies.

Due Diligence Monitor
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Manager Executive Summary

Manager Historical Staff & 
Organization 
Changes

Investment Process 
Changes

Focused
Placement List

Watch List History Latest Meeting with 
NEPC

T. Rowe Price No changes No Changes Preferred: No 
Action n/a 12/24/2013: Update 

call and annual review

SSgA S&P 500 Cap-
Wght No changes No changes Neutral: No Action n/a

10/7/2013: Update on 
indexing capabilities 
with SSgA at NEPC

SSgA S&P 500 Equal-
Wght No changes No changes Neutral: No Action

n/a
10/7/2013: Update on 
indexing capabilities 
with SSgA at NEPC

SSgA S&P 400 No changes No changes Neutral: No Action n/a

10/7/2013: Update on 
indexing capabilities 
with SSgA at NEPC

March 31, 2014
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Manager Executive Summary

Manager Historical Staff & Organization 
Changes

Investment 
Process Changes

Focused
Placement 
List

Watch List History Latest Meeting with 
NEPC

Champlain SMID No changes No changes Preferred: No 
Action n/a 6/19/2013: Onsite visit, 

firm and product update

Wellington Small 
Value No changes No changes Preferred: No 

Action
n/a 10/14/2013: At NEPC, 

firm and product update

SSgA Russell 2000 
Growth No changes No changes Neutral: No 

Action n/a

10/7/2013: Update on 
indexing capabilities 
with SSgA at NEPC

Acadian  Int’l Equity

6/2/10: James Wylie, Head of Sales, 
left.
6/15/10: Charles Wang, Director of 
Research, left.
7/2/10: Matt Cohen, Portfolio 
Manager, will depart at yr end.
Oct 2010: Joshua White will be 
joining as a Portfolio Manager
March 2011: Terrance Burnham, 
Director of Portfolio Management, 
left. 
Qi Zeng, Client Portfolio Manager, 
left 

Acadian has moved 
from the Barra risk 
model to an in house 
developed model 
based off of Axioma 
data. This gives the 
team the ability to 
develop their own risk 
factors. The risk model 
was implemented on 
September 1st  2012.

Preferred: No 
Action

7/28/2010: Watch
10/24/2011: Preferred

3/3/14: Old Mutual has 
announced a portion of 
the asset management 
business is up for an 
IPO, rumored to be 
approximately 20%. 
Acadian believes this 
will be a positive for the 
firm and will be 
business as usual for all 
Old Mutual subsidiaries.

Mondrian Int’l Equity

March 2010: Fiona Barwick, Partner, 
will depart.
Hellman & Friedman, a PE firm with 
a 27% stake is looking to exit over 
the next few years.

No Changes Preferred: No 
Action n/a

9/20/2013: Update 
meeting with Liz 
Desmond and Paul 
Ross at NEPC
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Manager Executive Summary
Manager Historical Staff & 

Organization Changes
Investment 
Process 
Changes

Focused Placement 
List

Watch List History Latest Meeting with 
NEPC

SSgA ACWI Ex-US No changes No changes Neutral: No Action n/a

10/7/2013: Update on 
indexing capabilities with 
SSgA at NEPC

Aberdeen Emerging 
Markets

Adul Jalil Rasheed has 
decided to leave the team. He 
was a mid level portfolio 
manager on the strategy and 
head of the Islamic Asset 
Management business based 
in Malaysia.. Prior to that they 
have not had any staff 
turnover for the past two 
years.

No changes Preferred: Hold
n/a

2/18/2014: Outflows 
continue to be an issue. 
Aberdeen is making an 
effort to recycle the 
assets in the fund with 
existing clients. Placed 
on Hold due to poor 
performance

Allianz Structured Alpha No changes
No changes

Neutral: No Action n/a
3/28/2013: Onsite at 
Allianz, comprehensive 
review

Wellington DAS
No changes No changes

Neutral: No Action n/a

1/18/2013: Update 
meeting with Wendy 
Cromwell and Andria 
Weil

PIMCO Core Plus

Mohamed El-Erian, co-CIO 
and CEO, resigned from the 
Firm effective mid-March.
Additional personnel changes 
detailed in separate memo.

No changes Preferred: No Action 1/28/14 : Watch

2/10/14: Onsite meeting 
with Bill Gross, Duglas
Hodge, Jay Jacobs, 
Daniel Ivascyn, Mihor
Worah, Michael Gomez, 
and Mohit Mittla
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Manager Executive Summary
Manager Historical Staff & Organization Changes Investment 

Process 
Changes

Focused
Placement List

Watch List History Latest Meeting with 
NEPC

KDP No changes No changes Neutral: No Action n/a

11/8/2013: Update 
meeting at NEPC with 
Kingman Penniman and 
Kathy News

Mondrian Global 
Bonds No changes No changes Neutral: No Action n/a

8/22/2013: Update 
meeting at NEPC with 
Daniel Philps, and 
Justin Richards

PIMCO 
Unconstrained 
Bond

Mohamed El-Erian, co-CIO and CEO, resigned 
from the Firm effective mid-March.
Additional personnel changes detailed in 
separate memo.

No changes Hold: No Action 1/28/14: Watch

2/10/14: Onsite meeting 
with Bill Gross, Duglas
Hodge, Jay Jacobs, 
Daniel Ivascyn, Mihor
Worah, Michael 
Gomez, and Mohit
Mittla

Wellington 
Opportunistic 
Emerging Market 
Debt

Wellington announced that Ricardo Adrogue, a 
lead member of their emerging market debt 
team will be departing the Firm in mid-April. 
Ricardo is the lead PM for local currency EM 
debt portfolios and is a key member involved in 
the Opportunistic EMD portfolio.  Ricardo’s 
departure is amicable and he is leaving to work 
with a family member running a hedge fund 
based in California

No changes Preferred: No 
Action n/a

6/3/2013: Follow up 
meeting with Jim 
Valone to discuss 
Ricardo Adrogue, PM 
departure
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Manager Executive Summary
Manager Historical Staff & 

Organization 
Changes

Investment Process 
Changes

Focused Placement 
List

Watch List History Latest Meeting with 
NEPC

BlackRock TIPS No changes No changes Preferred:No Action 4/12/2012: Preferred
10/8/2013: Update 
meeting at Blackrock

Mellon Global Expanded 
Alpha I

10/28/2010: Helen 
Potter, Portfolio 
Manager 
March 2011: Michael 
Ho, CIO, is leaving
Lex Hubert is returning 
to MCM

New, more diversified 
benchmark adds 
international and 
emerging small cap 
equities, high yield and 
emerging market debt. 
Changes to 
portfolio/benchmarked 
expected to occur at end 
of third quarter.

Preferred: Watch 1/19/2012: Preferred

5/22/2012: Update, Jeff 
Zhang (CIO)  will be in 
for update meeting at 
NEPC on 2/7/13

AQR Global Risk 
Premium No changes No changes Preferred: No Action 4/29/2010: Preferred

10/11/2013: Onsite 
update meeting at AQR 
with Ronen Israel, Scott 
Metchick and Brian 
Crowell

PIMCO All Asset No changes No changes Preferred: No Action 1/28/14: Watch

2/10/14: Onsite meeting 
with Bill Gross, Duglas
Hodge, Jay Jacobs, 
Daniel Ivascyn, Mihor
Worah, Michael Gomez, 
and Mohit Mittla

Wellington OIF
November 2012: Mark 
Lynch hired as Portfolio 
Manager

No changes Preferred: No Action n/a 4/2/2013: Update, onsite
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Manager Executive Summary

Manager Historical Staff & 
Organization Changes

Investment 
Process Changes

Focused
Placement List

Watch List History Latest Meeting 
with NEPC

Schroders No changes No changes
Preferred: No 
Action n/a

2/5/2013: 
Update/onsite meeting 
with Schroders

Grosvenor

Aug. 1, 2013: Grosvenor 
enters agreement to 
acquire the Customized 
Fund Investment Group 
(“CFIG”)
Fee reduction effective 
April 1, 2013

No changes Preferred: No 
Action n/a

8/1/2013: Update and 
discussion of CFIG 
acquisition

GAM

11/15/2011: Hire Anthony 
Lawler as a portfolio 
manager

Changes to build 
optionality/convexity 
into portfolio. Moving 
from singular downside 
protection/uncorrelated 
focus to also upside 
participation. Should be 
a positive for the 
strategy

Neutral: No Action
6/30/2010: Preferred
4/19/2012: Neutral

4/19/12 – Q4 
performance update

Permal

10/1/2012: Mark Fetting, 
Chairman and Chief 
Executive Officer, has 
decided to step down 
effective October 1st.

No changes Preferred: No 
Action n/a 7/13/2013 – Update, 

Q1 performance 
review
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Wellington Opportunistic Emerging Market Debt

March 31, 2014

Source: Wellington Management
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Mellon Global Expanded Alpha I (Global Asset Allocation)

Source: Mellon Capital Management
*Index is 50% MSCI ACWI IMI (HH), 20% Citi WGBI GDP (HH), 10% BC Global Inflation Linked (HH), 5% BC US Intermediate Credit, 5% BC US Corp HY, 5% JPM GBI EM Local Debt, 5% DJ-UBS Commodity.
Returns are net of fee. 

Performance & Attribution

Performance & Attribution – Calendar Years & Annualized

March 31, 2014

Period
Strategy 
Return

Benchmark 
Return Alpha

Global 
Stock/Bond

Equity 
Country

Bond 
Country Currency

Benchmark 
Replication

Commodity 
Allocation Misc. Total Alpha

Oct-13 2.40% 2.45% -0.04% 39 1 4 -63 3 1 9 -5
Nov-13 1.42% 0.45% 0.96% 46 32 17 -11 3 10 0 97
Dec-13 0.66% 0.67% -0.01% 62 -41 59 -48 -5 -23 -4 -1
Jan-14 -3.20% -1.55% -1.65% -116 -98 -40 94 3 -1 -7 -165
Feb-14 2.04% 3.20% -1.16% 49 -48 -13 -41 -41 -21 -1 -116
Mar-14 -3.39% 0.41% -3.80% -5 -86 -54 -177 -39 -15 -4 -380

Period
Strategy 
Return

Benchmark 
Return Alpha

Global 
Stock/Bond

Equity 
Country

Bond 
Country Currency

Benchmark 
Replication

Commodity 
Allocation Misc. Total Alpha

YTD 2014 -4.57% 2.02% -6.59% -71 -232 -108 -124 -78 -36 -10 -659
2013 12.25% 10.24% 2.01% 340 -170 63 -90 -3 38 23 201
2012 11.27% 11.45% -0.17% -24 -16 197 -214 10 25 5 -18
2011 -0.13% -1.60% 1.47% -168 136 139 56 26 2 -43 147

(Partial) 2010 10.43% 5.72% 4.71% -137 71 185 291 65 -6 2 471
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Source: Mellon Capital Management

Mellon Global Expanded Alpha I  (Global Asset Allocation)

March 31, 2014

Market Exposures

Equity Exposure 
Country Mellon % Index % Over %
Australia 6.6% 1.4% 5.2%

Brazil -0.2% 0.0% -0.2%

Canada -0.8% 1.9% -2.7%

China 0.0% 0.0% 0.0%

Emerging Markets 5.3% 5.2% 0.1%

France 0.5% 1.7% -1.3%

Germany 19.2% 1.6% 17.5%

Hong Kong 7.4% 0.5% 6.9%

India 0.0% 0.0% 0.0%

Italy -3.6% 0.5% -4.1%

Japan 17.8% 3.7% 14.1%

Mexico 0.0% 0.0% 0.0%

Netherlands 6.3% 0.5% 5.8%

Poland 0.0% 0.0% 0.0%

So. Africa -0.1% 0.0% -0.1%

So. Korea 0.3% 0.0% 0.3%

Spain -4.8% 0.6% -5.4%

Switzerland -2.3% 1.6% -3.8%

Taiwan -0.1% 0.0% -0.1%

Turkey 0.0% 0.0% 0.0%

United Kingdom -9.0% 3.9% -12.9%

United States 22.1% 24.8% -2.6%

Other 2.1% 2.1% 0.0%

Total 66.9% 50.0% 16.9%

Bond Exposure
Country Mellon % Index % Over %

Australia 11.1% 0.7% 10.4%

Canada 2.1% 0.8% 1.3%

Emerging Markets 0.0% 5.0% -5.0%

Europe ex UK -21.9% 6.4% -28.3%

International 5.0% 10.0% -5.0%

Japan -0.9% 2.7% -3.6%

United Kingdom -5.3% 1.1% -6.5%

United States 37.5% 17.2% 20.3%

Other 1.0% 1.0% 0.0%

Total 28.5% 45.0% -16.5%

Currency Exposure 
Country Mellon % Index % Over %
Australia -24.7% 1.1% -25.8%

Brazil 0.2% 0.0% 0.2%

Canada 13.2% 1.5% 11.7%

Chile -0.3% 0.0% -0.3%

Denmark 0.3% 0.2% 0.1%

Emerging Markets 5.3% 10.2% -4.9%

Euro 44.5% 6.6% 37.9%

Hong Kong 0.0% 0.0% 0.0%

India -0.2% 0.0% -0.2%

Indonesia -0.1% 0.0% -0.1%

Israel 0.0% 0.0% 0.0%

Japan -6.4% 3.3% -9.7%

Mexico -0.1% 0.0% -0.1%

New Zealand -8.3% 0.0% -8.3%

Norway -9.9% 0.2% -10.1%

Poland 0.2% 0.0% 0.2%

Russia 0.0% 0.0% 0.0%

So. Africa -0.2% 0.0% -0.2%

So. Korea 0.3% 0.0% 0.3%

Sweden 9.3% 0.5% 8.8%

Switzerland 0.9% 0.9% 0.0%

Taiwan 0.3% 0.0% 0.3%

Turkey -0.2% 0.0% -0.2%

United Kingdom 14.4% 4.0% 10.4%

United States 59.4% 70.3% -10.9%

Other 1.9% 1.1% 0.9%

Total 100.0% 100.0% 0.0%

Commodity and Cash Exposure
Mellon % Index % Over %

Commodity 10.0% 5.0% 5.0%
Cash -5.5% 0.0% -5.5%
Total 4.5% 5.0% -0.5%
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Mellon Global Expanded Alpha I  (Global Asset Allocation)

December 31, 2013
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PIMCO All Asset

March 31, 2014

Source: PIMCO
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Wellington Opportunistic Fixed Income

March 31, 2014

Source: Wellington

Characteristics

Regional AllocationSector Allocation

Top Relative Contributors and Detractors
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AQR Global Risk Premium Fund

March 31, 2014

Risk Allocation

Estimated Exposure Breakdown

Source: AQR
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March 31, 2014

Schroder Commodity

Sector Exposure

Historical Sector Asset Allocation

Current Asset Allocation

Source: Schroder
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Morgan Stanley Prime Property

March 31, 2014

-The Sponsor, on behalf of the Prime Property Fund, will endeavor to maintain a diversified investment in core U.S. real estate that offers stable, highly
predictable cash flow returns. The focus is on high quality office buildings, Class A multifamily communities, warehouse distribution and storage
facilities, and top tier super regional malls and shopping centers in targeted primary markets. The Sponsor favors investing in major metropolitan
markets and selectively invests in secondary markets that are expected to achieve above-average economic performance. The Sponsor believes that
these cities offer better liquidity, more diverse tenant bases and stronger resilience to market cycles.

-The Sponsor maintains a strong research orientation and utilizes research as a risk mitigation tool. Research is used to assist in market selection,
product selection and disposition, and portfolio weightings.

-Although the methodologies used to determine strategies have remained constant over time, the investment strategy guidelines developed for PRIME
have been modified from time to time over the past five years to reflect changes in market conditions and future market expectations.

-Employment of these strategies have helped PRIME deliver strong relative returns including outperforming the NFI-ODCE benchmark over the trailing
1-year, 3-year, 5-year and 10-year periods
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UBS Trumbull Property Fund

March 31, 2014

Portfolio Distribution by Property Type
Key Statistics

Distribution by Geographic Division

Source: UBS Realty Investors

The UBS Trumbull Property Fund (UBS-TPF) is an actively managed core portfolio of equity real estate. The Fund seeks to provide attractive returns
while limiting downside risk. The Fund has both relative and real return objectives. Its relative performance objective is to outperform the NFI-ODCE

index over any given three-to five-year period. The Fund's real return performance objective is to achieve at least a 5% real rate of return (i.e.,
inflation-adjusted return), before advisory fees, over any given three- to five-year period.
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Real Estate - RREEF America REIT III

March 31, 2014

Investment Summary

Lease Maturities

Property Information Geographic Location

Source: Deutsche Asset and Wealth Management

RREEF America III is an open-end, value-add fund with the objective of generating returns of 300-500 BPS above a core unlevered real
estate portfolio. The fund aims to achieve these returns by upgrading the physical condition, occupancy and operating characteristics of
the properties in which it invests. RREEF III will invest across all property types focusing on major metropolitan markets in the United
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Grosvenor Institutional Partners, LP
Grosvenor Capital Management, LP

Benchmark 1 (BM1): HFRI Fund of Funds Composite Index
Benchmark 2 (BM2): S&P 500 (TR)

Statistical Analysis Fund BM1 BM2
Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year
2014 0.0% 1.6% -0.2%  1.4% 6.0% 3.8% 3.7%
2013 2.6% 0.6% 1.4% 0.8% 1.7% -0.6% 1.7% 0.2% 1.7% 1.3% 1.6% 1.1% 15.2% 6.3% 2.4% 14.7%
2012 1.6% 1.8% 0.9% -0.1% -1.4% 0.4% 0.8% 1.2% 0.8% 0.5% 0.7% 1.2% 8.6% 8.1% 4.9% 21.2%
2011 0.9% 1.0% 0.0% 0.9% -0.1% -1.1% -0.2% -2.8% -2.7% 1.7% -0.7% -0.6% -3.7% 2.7% 5.2% 10.9%
2010 0.7% 0.3% 1.6% 0.8% -1.8% -0.9% 0.7% 0.2% 1.7% 1.2% 0.5% 1.5% 6.5% -6.9% -6.5% -16.8%
2009 1.2% 0.0% -0.6% 0.1% 2.7% 0.9% 2.2% 1.8% 2.3% 0.7% 1.0% 1.0% 13.9% 78.4% 64.3% 61.4%
2008 -2.4% 1.3% -1.8% 0.2% 1.5% -0.7% -2.0% -1.3% -6.9% -5.3% -3.2% -2.3% -20.9%
2007 1.7% 0.8% 1.4% 1.4% 2.3% 0.4% 0.8% -2.1% 1.2% 2.7% -0.6% 0.5% 10.7% 4.5% 5.3% 15.6%
2006 1.9% 0.4% 1.5% 1.1% -0.9% -0.6% 0.0% 0.8% 0.5% 1.3% 1.7% 1.4% 9.4% 3 Yr Standard Deviation 4.2% 4.2% 12.5%
2005 0.2% 1.2% -0.3% -1.0% 0.4% 1.2% 1.3% 0.9% 1.0% -1.2% 1.3% 1.6% 6.8% 5 Yr Standard Deviation 3.9% 4.2% 14.0%

Sharpe Ratio (3.5%) 0.6 0.1 0.1
Sortino Ratio (7.0%) -0.2 -0.7 -0.3
Downside Deviation (7.0%) 3.9% 4.6% 12.1%
Max Drawdown -21.0% -22.2% -50.9%
Months In Maximum Drawdown 14 14 16
Months To Recover 48 37

Monthly Alpha 0.3% 0.4%
Annualized Alpha 3.2% 5.4%
Beta 0.7 0.1
Correlation 0.9 0.5
R-Squared 73.2% 25.8%

1.4% 0.5% 1.8%
15.2% 9.0% 32.4%
8.6% 4.8% 16.0%
-3.7% -5.7% 2.1%
6.5% 5.7% 15.1%
13.9% 11.5% 26.5%

-0.2% -0.7% 0.8%
1.4% 0.5% 1.8%
11.6% 6.0% 21.9%
10.3% 5.4% 17.8%
6.3% 2.4% 14.7%
6.2% 3.0% 14.9%
8.1% 4.9% 21.2%

-21.0% -22.2% -50.9%
-2.4% -4.9% -44.7%
-2.1% -2.7% -6.8%
-1.5% -2.5% -6.6%
-1.2% -2.2% -5.0%

3
4
5

5-Year
Drawdown Analysis

1
2

Last Month
Last 3 Months

Last Year
2-Year
3-Year
4-Year

2013
2012
2011
2010
2009

Latest Returns

% Positive Months
Risk
Standard Deviation

Comparison To Benchmark(s)

Annual Returns

2014-(YTD)

Returns

Annualized Compound ROR
3 Yr Return
5 Yr Return
Best Month
Worst Month

Monthly Performance (%) Net of Fees

Outperform BM in Up Markets Outperform BM in Down Markets
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 ***Past Performance is not indicative of future results. Ratios are calculated based on a  risk-free rate of 3.5% Actual ratios may vary depending on the actual risk-free rate and life of the fund***
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Permal Fixed Income Holdings N.V.
Permal Group Ltd.

Benchmark 1 (BM1): HFRI Fund of Funds Composite Index
Benchmark 2 (BM2): S&P 500 (TR)

Statistical Analysis Fund BM1 BM2
Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year
2014 -0.6% 2.3% 0.0%          1.7% 7.5% 5.1% 7.5%
2013 2.6% 0.4% 1.7% 1.2% 1.6% -2.0% 1.4% -0.8% 1.5% 1.5% 1.4% 1.3% 12.3% 5.3% 2.4% 14.7%
2012 2.3% 2.0% 0.1% -0.2% -1.1% 0.1% 1.2% 0.9% 1.5% 0.8% 0.2% 1.8% 10.2% 11.3% 4.9% 21.2%
2011 1.4% 1.3% 0.1% 1.2% -0.2% -1.4% 0.3% -3.0% -4.0% 1.9% -0.9% -1.0% -4.5% 5.9% 6.9% 10.9%
2010 1.2% 0.7% 2.4% 2.1% -2.3% -0.7% 1.0% 0.4% 1.9% 2.1% 0.1% 2.2% 11.5% -27.9% -7.5% -16.8%
2009 1.1% -0.8% 0.5% 2.8% 5.5% 2.9% 3.3% 2.9% 2.9% 1.2% 1.4% 2.0% 28.6% 72.9% 64.3% 62.8%
2008 -0.7% 0.2% -1.0% 0.5% 0.8% 0.3% -1.8% -1.1% -4.0% -7.4% -2.8% -2.0% -17.5%
2007 1.5% 1.4% 0.6% 1.5% 0.9% 0.4% 0.7% -1.8% 1.8% 2.2% 0.1% 0.0% 9.6% 9.3% 6.0% 15.9%
2006 2.3% 0.6% 1.0% 1.9% -0.8% -0.2% 0.7% 0.7% 0.3% 1.5% 1.4% 1.6% 11.6% 3 Yr Standard Deviation 5.2% 4.2% 12.5%
2005 -0.2% 1.4% -0.6% -0.4% 0.4% 1.7% 1.4% 1.3% 1.4% -1.0% 1.7% 1.5% 8.8% 5 Yr Standard Deviation 5.6% 4.2% 14.0%

Sharpe Ratio (3.5%) 0.5 0.3 0.3
Sortino Ratio (7.0%) 0.1 -0.4 0.0
Downside Deviation (7.0%) 8.3% 4.8% 11.9%
Max Drawdown -36.8% -22.2% -50.9%
Months In Maximum Drawdown 5 14 16
Months To Recover 33  37

Monthly Alpha 0.1% 0.4%
Annualized Alpha 1.8% 5.4%
Beta 1.1 0.3
Correlation 0.7 0.5
R-Squared 55.0% 23.6%

1.7% 0.5% 1.8%
12.3% 9.0% 32.4%
10.2% 4.8% 16.0%
-4.5% -5.7% 2.1%
11.5% 5.7% 15.1%
28.6% 11.5% 26.5%

0.0% -0.7% 0.8%
1.7% 0.5% 1.8%
9.0% 6.0% 21.9%
9.7% 5.4% 17.8%
5.3% 2.4% 14.7%
6.4% 3.0% 14.9%
11.3% 4.9% 21.2%

-36.8% -22.2% -50.9%
-17.7% -13.1% -44.7%
-8.2% -4.9% -15.4%
-3.0% -2.7% -6.8%
-2.5% -2.5% -6.6%
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Permal Fixed Income Holdings N.V. HFRI Fund of Funds Composite Index

 ***Past Performance is not indicative of future results. Ratios are calculated based on a  risk-free rate of 3.5% Actual ratios may vary depending on the actual risk-free rate and life of the fund***
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GAM U.S. Institutional Diversity
GAM London Limited

Benchmark 1 (BM1): HFRI Fund of Funds Composite Index
Benchmark 2 (BM2): S&P 500 (TR)

Statistical Analysis Fund BM1 BM2
Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year
2014 -1.3% 2.3% -0.8%  0.2% 7.7% 5.3% 7.9%
2013 2.8% 0.3% 0.6% 2.0% 2.1% -1.0% 0.4% -1.3% 1.9% 0.7% 1.7% 1.6% 12.3% 4.5% 2.4% 14.7%
2012 1.9% 1.6% 0.2% -0.7% -1.0% -0.2% 1.3% 0.5% 0.8% 0.4% 0.3% 1.2% 6.6% 3.4% 4.9% 21.2%
2011 -0.1% 0.9% 0.1% 0.8% -0.9% -1.0% 0.4% -2.4% -2.0% 0.7% -0.4% -0.1% -4.0% 10.2% 6.9% 10.9%
2010 -0.6% 0.4% 0.8% -0.1% -2.5% -3.3% 0.1% -0.2% 1.2% 1.1% 0.1% 1.0% -2.1% -7.9% -7.5% -16.8%
2009 0.8% 0.1% -0.1% -0.4% 1.1% -0.2% 0.9% 1.1% 1.3% -0.3% 1.1% -0.1% 5.4% 68.1% 64.8% 62.9%
2008 -2.1% 1.0% -2.2% -0.1% 0.9% -0.4% -1.8% -1.2% -4.7% -2.5% -2.1% -0.9% -15.0%
2007 0.1% 2.6% -0.6% 2.2% 1.3% 1.1% -0.7% -3.0% 2.4% 2.6% -1.8% 0.2% 6.4% 7.2% 6.0% 15.9%
2006 3.8% 1.3% 1.3% 3.5% -2.7% -1.9% 1.2% 0.5% 0.6% 2.4% 1.6% 3.1% 15.3% 3 Yr Standard Deviation 4.4% 4.2% 12.5%
2005 -0.4% 1.4% -0.8% -0.9% -0.6% 1.4% 1.4% 1.0% 1.8% -1.4% 2.9% 2.9% 9.1% 5 Yr Standard Deviation 4.2% 4.2% 14.0%

Sharpe Ratio (3.5%) 0.6 0.3 0.3
Sortino Ratio (7.0%) 0.1 -0.3 0.1
Downside Deviation (7.0%) 4.7% 4.7% 11.8%
Max Drawdown -17.3% -22.2% -50.9%
Months In Maximum Drawdown 47 14 16
Months To Recover 29 37

Monthly Alpha 0.2% 0.5%
Annualized Alpha 2.1% 6.1%
Beta 1.0 0.2
Correlation 0.9 0.4
R-Squared 75.6% 19.0%

0.2% 0.5% 1.8%
12.3% 9.0% 32.4%
6.6% 4.8% 16.0%
-4.0% -5.7% 2.1%
-2.1% 5.7% 15.1%
5.4% 11.5% 26.5%

-0.8% -0.7% 0.8%
0.2% 0.5% 1.8%
8.5% 6.0% 21.9%
7.5% 5.4% 17.8%
4.5% 2.4% 14.7%
2.9% 3.0% 14.9%
3.4% 4.9% 21.2%

-17.3% -22.2% -50.9%
-11.8% -13.1% -44.7%
-5.2% -4.9% -15.4%
-4.9% -2.7% -6.8%
-4.6% -2.5% -6.6%
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GAM U.S. Institutional Diversity HFRI Fund of Funds Composite Index

 ***Past Performance is not indicative of future results. Ratios are calculated based on a  risk-free rate of 3.5% Actual ratios may vary depending on the actual risk-free rate and life of the fund***
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• The client’s custodian bank is NEPC’s preferred data source unless otherwise directed. 
NEPC reconciles custodian data to manager data.  If the custodian cannot provide accurate 
data, manager data may be used. 

• Trailing time period returns are determined by geometrically linking the holding period 
returns, from the first full month after inception to the report date. Rates of Return are 
annualized when the time period is longer than a year. Performance is presented gross 
and/or net of fees as indicated on each page.

• For managers funded in the middle of a month, the “since inception” return will start with 
the first full month, although actual inception dates and cash flows are taken into account 
in all Composite calculations.

• This report may contain forward-looking statements that are based on NEPC’s estimates, 
opinions and beliefs, but NEPC cannot guarantee that any plan will achieve its targeted 
return or meet other goals.

Reporting Methodology
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• Past performance is no guarantee of future results.

• All investments carry some level of risk.   Diversification and other asset allocation
techniques are not guaranteed to ensure profit or protect against losses.

• Some index returns displayed in this report or used in calculation of a policy, allocation or
custom benchmark  may not be available from the source or may be preliminary and
subject to change.

• NEPC’s source for portfolio pricing, calculation of accruals, and transaction information is
the plans custodial bank.  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 to any party not legally entitled to receive it.

Information Disclaimer
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