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Highlights of First Quarter Happenings at NEPC

NEPC Research NEPC Client Recognitions (continued)

White Papers NEPC MARKET CHATTER A number of NEPC clients were named on Trustedlnsight’s list of

o 2016 First Quarter Market Thoughts Top 30 Pension Fund Chief Investment Officers. According to the

o Market Chatter: Is it really All About January 2016 issue, “these 30 chief investment officers manage
China?(January 2016) more than $1.3 trillion in assets for millions of retirees in the United

o Market Chatter: Monetary Policy States. These professionals are at the forefront of an industry
Divergence and Developed Currency that's slow to evolve, under constant scrutiny and vital to the
(April 2016) wellbeing of many average Americans. Nonetheless, they operate

at the top of their field to prudently protect the benefits of their

constituency.” NEPC clients that made the list include:

Upcoming Events

e ‘Opportunities for Future Investments’

is the theme for NEPC's 21st Annual $78.5B AUM

Investment Conference - M'ay 10-1, o ¢ David Villa, ClO, State of Wisconsin Investment Board - $102B
2016 at the -‘Hynes Convention Center AUM

in Boston, MA. Keynote Speakers are: e Gary Dokes, CIO, Arizona State Retirement System - $31B AUM

e Scott Evans, CIO, New York Employees Retirement System -

» Michael Cembalest, Chairman of Market and Investment e Michael Trotsky, Executive Director, ClO, Massachusetts PRIM
Strategy, J.P. Morgan Asset Management Board - $62B AUM
e Robert Beale, CIO, Louisiana State Employees’ Retirement

> Dr. Dambisa Moyo, Global Economist and Author System - $5.2B AUM
Register at www.NEPC.com . Rg;f;asrBd ibizer, CIO, Ohio Public Employees’ Retirement System
NEPC Client Recognitions o JAaUmIVTs Perry, CIO, Dallas Police and Fire Pension System - $3B
We are excited to announce that three of _NEDC'S clients were e William Coaker, CIO, San Francisco Employees Retirement
nominated for 2016 “Chief Investment Officer of the Year” Investor System - $20.38 AUM

Intelligence Award. The winners will be announced at Institutional « Bob Jacksha, CIO, New Mexico Education Retirement Fund - $11B
Investor’s annual Roundtable for Public Funds, taking place April 27-29, Ay ' '

2016 in Los Angeles, CA. We wish them luck! . G Mill | Emol Reti
e Arn Andrews, CIO, City of San Jose Dept. of Retirement Services gjgigi i ;1§;,BCA(L)J,I\?range County Employees Retirement

¢ Ryan Parham, CIO, AZ Public Safety Personnel Retirement Systems | 5 '\ di CEA. CAIA. CIO. Wyomine Reti t Svstem -
e Girard Miller, CIO, Orange County Employee Retirement System $;énB Aajlc\)/‘u " ' ' , Yyoming retirement ystem

= |
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Key Themes and Background

« US economic cycle and US central bank policy are at the forefront of
major cyclical and secular forces informing our Assumptions and Actions

— These factors interact to create a supportive environment for risk assets in the near term
but ultimately push long term capital market forecasts lower relative to history

- The US economy is nearly 7 years removed from the previous recession
but the health of US consumers can extend the expansion
— Prolonged US economic cycle has the potential to push the US dollar higher

+ Persistent US Dollar strength tightens global monetary conditions and
materially weakens the US corporate earnings profile
— A strong dollar strains international borrowers with dollar based debt
— Outsized credit growth in Asia, specifically China, at risk from a stronger US dollar

- Influence of central bank policies in the developed world remain broadly
supportive for risk assets but come with long term effects

— US policy is slowly diverging from Europe and Japan but gradual expected pace of hikes
provides a positive backdrop for US equities and credit in the near term

— Extraordinary central bank measures from Europe and Japan continue to expand and
support a strong bias to equities in these markets

% NEPC, LLC
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Capital Market Observations

US economic expansion continues as Federal Reserve begins policy shift
— Economic conditions and health of US consumers remain supportive for growth

— US Corporate earnings quality has deteriorated under pressure from profit margin
weakness and a relatively strong dollar

Central Banks continue to dictate the global investment outlook

— Market expectations of Fed action extremely muted over next 36 months; a surprise Fed
rate increase poses risk to both US equities and fixed income

— ECB and BoJ] likely to maintain and expand accommodative monetary policies
— Easing in China is broadly stimulative in the near term but currency policy is unpredictable

Large currency adjustments across most emerging countries have
provided a foundation to support improved capital market returns
— Continued political and economic reform is needed across EM to stimulate economic growth

— Chinese Yuan (RMB) depreciation has been incremental relative to other EM FX adjustments
and fears of further adjustment remain a near-term concern

Embrace illiquidity in opportunistic credit and private credit strategies
— Stressed credit liquidity magnifies the scale of price movements in traditional credit assets
— Credit markets ability to absorb an exodus from crowded positions is challenged

% NEPC, LLC
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General Actions for Clients

* Prospects of low US core bond returns warrant a more positive tilt to
US equity, especially following sell-offs
— Macro policy remains supportive but corporate earnings quality is deteriorating
— Lower returns expected but pockets of opportunity can be found in US equity and credit

« Overweight non-US developed market equities
— Central bank support and dollar strength provide a positive economic backdrop
— Small-cap equities offer purest opportunity to benefit from local earnings recovery
— EAFE equity markets offer the potential for strong returns relative to US equities

« Overweight emerging market small-cap and consumer focused
strategies relative to broad equity mandates
— Valuations and long-term fundamentals suggest a strategic overweight
— China uncertainty, dollar pressure and idiosyncratic country risks temper excitement

- Seek tactical fixed income strategies but preserve duration exposure
— US duration continues to have a role in a diversified and risk-aware portfolio
— TIPS offer an attractive duration profile with inflation expectations at secular lows
— Credit selection is critical as credit cycle matures and spreads contract in recent rally

- Private market opportunities are the preferred access point as energy
market distress continues to evolve
— Return opportunities of private strategies are compelling but suggest patience

% NEPC, LLC
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Year to Date Performance - Sharp Market Rally Masks Scale of Recent Sell-Off
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S&P 500 Intra-Year Drawdowns of Recent Magnitude Relatively Common
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Expectations of Fed Policy Rate Hikes Have Moderated
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Is the Market at Risk From a Surprise Fed Reserve Move?
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Pockets of Opportunity in US Equities are More Limited Following the Recent Rally
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Earnings Quality has Weakened Largely Due to Energy Sector; Historically Sign of Market Stress
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Unprecedented Central Bank Support in Europe and Japan Supports Non-US Developed Equity

Balance Sheet Assets (Billions)
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Central Bank of Japan’s Ability to Weaken the Yen in Near-Term Heavily Influences Equities
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European Central Bank Accommodative Monetary Policies Flowing Through to the Credit Sector
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Recent Positive Fund Flows Supported Q1 Emerging Markets Rally
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EM Rally Largely Driven by Countries Coming Off of Severe Currency Declines

YTD EM Equity Returns
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Stabilizing Commodity Returns are a Positive for Emerging Markets
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Index Performance Summary as of 4/30/2016

| 2009 2010 2011 | 2012 | 2013 | 2014 | 2015 | Q1 | APRIL| VTD |

JPM GBI-EM Global Diversified
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Barclays US Agg Interm
Barclays Municipal
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MSCI ACWI

Barclays US Govt/Credit 1-3 Yr
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State Employees’ Retirement System
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Vermont State Employees

Total Fund Performance Summary

Market Value 3Mo Rank F$.?%| Rank 1Yr Rank 3Yrs Rank 5Yrs Rank
Employees Composite $1,556,355,512 2.5% 2 -1.9% 60 -2.0% 62 2.8% 96 4.6% 87
Policy Index 2.2% 5 -1.0% 38 -0.9% 38 3.5% 88 4.4% 89
Allocation Index 2.1% 7 -1.5% 52 -1.6% 52 3.3% 92 4.2% 91
InvestorForce Public DB Net Median 1.2% -1.5% -1.5% 5.4% 5.8%
3 Years Ending March 31, 2016
Anlzd Ret Rank Anlzd Std Dev Rank Sharpe Ratio Rank Sortino Ratio RF Rank
Employees Composite 2.84% 96 6.56% 31 0.42 94 0.88 90
Policy Index 3.47% 88 6.02% 14 0.57 82 1.21 71
Allocation Index 3.30% 92 6.11% 18 0.53 86 1.07 80
5 Years Ending March 31, 2016
Anlzd Ret Rank Anlzd Std Dev Rank Sharpe Ratio Rank Sortino Ratio RF Rank
Employees Composite 4.58% 87 7.09% 33 0.64 74 1.05 67
Policy Index 4.39% 89 6.75% 22 0.64 74 1.04 68
Allocation Index 417% 91 6.83% 25 0.60 82 0.94 76
Actual vs Target Allocation (%)
250 214 210
200 171
14.0
b 106 110 98 100
100 80
54 50 6.1 60 59 50 56 50 51 50 O
5 39 40 1y 30 . 25 30
- 01 00
L] H Il om L] m N -
Large Cap Small/Mid  International ~ Emerging High Yield TIPS Diversified Emerging Balanced -  Private Equity Hedge Funds Real Estate  Commodities Cash
Equity Cap Equity Equity Markets Bond Market Debt GAA
Equity
Actual [l Policy

**Interim targets reflected are transitionary as part of recent portfolio restructuring
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Vermont State Employees

Total Fund Risk/Return

1 Year Ending March 31, 2016
1 Year Ending March 31, 2016

Anlzd
30 Anlzd Anlzd Anlzd Standard ~ Sharpe Shar.pe
Return Standard - ; Ratio
Return - Deviation Ratio
201 . Rank Deviation Rank
. Rank
10 . Employees Composite -1.97% 62 7.70% 25 -0.27 65
0.0 E Policy Index -0.94% 38 7.34% 16 -0.14 42
10k e S&P 500 1.78% 1 14.66% 99 0.1 4
. 0 0,
E Lol - - N o SCHACHINEROR CITL g gg, 19 10.03% o 0.02 18
& . 2
§ 3.0k . § Citi WGBI 5.92% 1 5.47% 3 1.06 1
S ;. S
= L . ° o
g0 . % MSCIACWI 4.34% %4 15.88% % 0.28 67
S0k . - _.:. MSCI ACWI ex USA -9.19% 99 17.70% 99 -0.53 96
6.0 . . :\r/lnégis;cr)]rForce Public DB Net A51% B 8.57% N 018 B
-70F )
80 )
90 . .
0.0 50 10.0 15.0
Annualized Standard Deviation
m  Employees Composite
+ Policy Index
o Allocation Index
4 Universe Median
o  68% Confidence Interval
e InvestorForce Public DB Net
= S| NEPC, LLC March 31, 2016
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Vermont State Employees

Total Fund Risk/Return

3 Years Ending March 31, 2016
3 Years Ending March 31, 2016

Anlzd

90 Anlzd Anlzd Sharpe
Anlzd Return  Standard Stand?rd Shar.pe Ratio
Return - Deviation Ratio
a0l Rank Deviation Rank Rank
70 5 o e Employees Composite 2.84% 96 6.56% 31 042 94
: T . Policy Index 3.47% 88 6.02% 14 057 82
LR R " S
6.0 . LS o'. '°'-'-" et e, S&P 500 11.82% 1 11.35% 99 1.04 7
%g etk ° .. ®
. .\ o S ., 0, 0,
£ . S NN (670 LSBT G g e 86 7.97% 86 045 93
& 50- Y TR @ WGBI
§ ° .-;’ ) “d P Fog o § Citi WGBI 0.49% 99 5.03% 4 0.09 99
= '.. e & %o * o
g 40+ . 3 . §
< .. f) P N . MSCI ACWI 5.54% 46 12.04% 99 0.46 93
3.0+ ot u . o MSCI ACWI ex USA 0.32% 99 13.59% 99 0.02 99
: . InvestorForce Public DB Net . 0
20 o Median 5.37% - 7.02% - 0.77 -
1.0+
00 | | | | | | | |
0.0 10 20 30 40 50 60 70 80 90 100
Annualized Standard Deviation
m  Employees Composite
+ Policy Index
o Allocation Index
4 Universe Median
o  68% Confidence Interval
e InvestorForce Public DB Net
= S| NEPC,LLC March 31, 2016
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Vermont State Employees

Total Fund Risk/Return

5 Years Ending March 31, 2016 5 Years Ending March 31, 2016

Anlzd

10.0
Anlzd Anlzd Anlzd Standard  Sharpe Shar.pe
Return  Standard L . Ratio
| Return - Deviation Ratio
9.0 . Rank Deviation Rank
Rank
8.0 . ot Employees Composite 4.58% 87 7.09% 33 0.64 74
70l - ."— .' . Policy Index 4.39% 89 6.75% 22 0.64 74
te Tes ':"" . S&P 500 11.58% 1 12.22% 99 0.94 16
- ° -‘-’:" L s ®0e®
E 60p < . e, .. y ”
3 DY v P 3 oSG ACWINROBCITL 5 ggq, % 8.85% 84 0.42 %
< RN NG s
& 50 K S ciiwes 116% 99 4.83% 2 023 99
© *e 2 o
2 . . . g
£ 40+ . o @
¢ L : MSCI ACWI 5.22% 74 13.71% 99 0.38 99
30+ ) - I MSCI ACWI ex USA 0.31% 99 15.68% 99 0.02 99
20l A m\elzis;cr)]rForce Public DB Net 5.83% a 7.70% a 0.77 i
10,
0.0 ‘ ‘
0.0 50 10.0 15.0
Annualized Standard Deviation
m  Employees Composite
+ Policy Index
o Allocation Index
A Universe Median
o 68% Confidence Interval
e InvestorForce Public DB Net
> = NEPC, LLC March 31, 2016

24



Vermont State Employees

Total Fund Risk/Return

7 Years Endlng March 31, 2016 7 Years Endlng March 31, 2016

25

Anlzd
15.0
Anlzd Anlzd Anlzd Standard  Sharpe Shar.pe
Return Standard - ; Ratio
. Return . Deviation Ratio
Rank Deviation Rank Rank
. :i':.' Employees Composite 10.53% 35 8.62% 57 1.21 42
. “.-..:_,,: . Policy Index 8.88% 74 7.81% 37 113 68
St
1001 ., : LA S&P 500 16.97% 1 13.49% 99 1.25 35
. PN
£ 28,0 '..'.-,o’. N 0 0
E e Tt B oo SCACHINGYAO% CITL g o, 76 10.16% %3 0.86 99
o o 003" 2 .
Ve o * 3
g S S Citiwesl 2.74% 99 5.73% 5 047 99
© . o
g 5
= O 7]
< ° MSCI ACWI 12.55% 1 15.34% 99 0.81 99
S0r MSCI ACWI ex USA 9.18% 66 17.57% % 0.52 9
m\elzis;cr)]rForce Public DB Net 9.84% a 8.45% i 118 i
0.0 . .
0.0 50 10.0
Annualized Standard Deviation
m  Employees Composite
+ Policy Index
o Allocation Index
4 Universe Median
o  68% Confidence Interval
e InvestorForce Public DB Net
S| NEPC, LLC March 31, 2016



Vermont State Employees

Total Fund Risk/Return

10 Years Ending March 31, 2016

10 Years Ending March 31, 2016

8.0 Anlzd
Anlzd Anlzd Sharpe
Anlzd Standard  Sharpe :
Return  Standard - ; Ratio
| Return - Deviation Ratio
7.0 . Rank Deviation Rank
5 Rank
60 coe s e e Employees Composite 4.28% 85 10.50% 75 0.31 87
BT I M A X Policy Index 4.45% 82 9.16% 42 0.38 68
. oo F Y . .. .. .
= 230 ‘ot gt S&P 500 7.01% 1 15.28% 99 0.39 61
= 50 . LY 9 e we
§ . LAY . PO ] .... g oo N . )
2 R 3 D NSCLACWINeNS0% CITL 4 4go, 81 11.22% o1 0.31 87
B 40 sl S
N - - * o o =1 .
E < s ce..c g Citi WGBI 4.19% 88 6.60% 5 0.48 35
E 30 o . @
' | MSCI ACWI 4.08% 90 17.07% 99 0.18 99
20 MSCI ACWI ex USA 1.94% 99 19.24% 99 0.05 99
m\elzis;cr)]rForce Public DB Net 5.07% a 9.54% a 0.43 i
1.0+
0.0 ‘ ‘
0.0 50 10.0 15.0
Annualized Standard Deviation
m  Employees Composite
+ Policy Index
o Allocation Index
4 Universe Median
o  68% Confidence Interval
e InvestorForce Public DB Net
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Vermont State Employees

Total Fund Asset Allocation vs. Policy Targets

Policy Current Actual Asset Allocation vs. Target

Current Interim Policy Current  Difference*

arge Cap Equity ,525, 0% 1% 1%
[ Large Cap Equit $265,525,649 14.0% 17.1% 3.4%
I Srall/Mid Cap Equity $84,388,903 5.0% 5.4% 0.4%
[ international Equity $165,660,237 11.0% 10.6% -0.4%
[ 1 Emerging Markets Equity $95,073,306 6.0% 6.1% 0.1%
I High Yield $77,790,758 5.0% 5.0% 0.0%
[ Ties $60,768,100 4.0% 3.9% -0.1%
I Diversified Bond $333,059,979 21.0% 21.4% 0.4%
I Emerging Market Debt $87,847,494 5.0% 5.6% 0.6%
I Balanced - GAA $153,128,110 10.0% 9.8% -0.2%
[ Private Equity $18,669,650 3.0% 1.2% -1.8%
[ Hedge Funds $79,835,827 5.0% 5.1% 0.1%
[ Real Estate $94,197,362 8.0% 6.1% -1.9%
[ Commodities $39,255,234 3.0% 2.5% -0.5%
[ IcCash $1,154,904 - 0.1% 0.1%

Total $1,556,355,512 100.0% 100.0%

*Difference between Interim Policy and Current Allocation

**Interim targets reflected are transitionary as part of recent portfolio restructuring

E NEPC, LLC March 31, 2016
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Vermont State Employees

Total Fund Asset Growth Summary

3 Years Ending March 31, 2016

$2,000

$1,500

$1,000

Millions

$500

$0

($500)

Beginning Market Value

- Withdrawals

+ Contributions

= Net Cash Flow

+ Net Investment Change
= Ending Market Value

T
2013

[ Market Value

Last Three
Months
$1,533,232,267
-$170,123,695
$159,835,833
-$10,287,862
$33,411,108
$1,556,355,512

T
2014

Year

Il Net Cash Flow

Fiscal Year-To-Date

$1,619,392,908
-$237,954,778
$208,929,905
-$29,024,873
-$34,012,523
$1,556,355,512

T
2015

One Year

$1,626,745,343
-$399,766,352
$363,916,332
-$35,850,020
-$34,539,811
$1,556,355,512

Three Years

$1,501,425,698
-$715,195,997
$624,964,352
-$90,231,645
$145,161,460
$1,556,355,512

NEPC, LLC

March 31, 2016



Vermont State Employees

Total Fund Asset Growth Summary by Manager

Quarter Ending March 31, 2016

Maii?'{};:ﬂg Withdrawals Contributions Net Cash Flow Nt an%S;?nZn; MarketE\r}g:Eg

Aberdeen $87,754,120 -$169,301 $188,923 $19,623 $7,299,563 $95,073,306
Acadian $62,013,721 -$80,065 $2,123,501 $2,043,436 -$276,361 $63,780,796
Allianz Structured Alpha $46,941,345 -$270,536 $0 -$270,536 $2,945,778 $49,616,587
AQR Global Risk Premium $117,286,074 -$117,298 $142,481 $25,183 $5,585,299 $122,896,556
BlackRock TIPS $48,483,704 -$9,761 $10,010,866 $10,001,105 $2,283,291 $60,768,100
Champlain $31,676,471 -$62,720 $95,753 $33,033 $865,103 $32,574,606
GAM $242,618 $0 $1 $1 -$3 $242,616
GAM Unconstrained Bond $68,772,586 -$15,105,540 $0 -$15,105,540 $838,619 $54,505,664
Grosvenor $82,921,516 -$1,040 $0 -$1,040 -$3,327,264 $79,593,212
Guggenheim $47,901,813 -$59,222 $13,074,589 $13,015,366 $957,781 $61,874,961
Harbourvest Dover VIII Fund $6,314,691 $0 $530,876 $530,876 $0 $6,845,567
Harbourvest Partners 1X Buyout Fund $4,936,152 $0 $230,329 $230,329 $0 $5,166,481
Harbourvest Partners IX Credit Opportunities $731,736 $0 $80,767 $80,767 $0 $812,503
Harbourvest Partners IX Venture Fund $4,280,521 $0 $40,325 $40,325 $0 $4,320,846
Harbourvest Partners X Buyout Fund $365,086 $0 $0 $0 $0 $365,086
Harbourvest Partners X Venture Fund $211,474 $0 $0 $0 $0 $211,474
HIPEP VII $745,446 $0 $202,248 $202,248 $0 $947,694
KDP $15,503,921 -$25,498 $32,135 $6,636 $405,240 $15,915,797
Mellon Dynamic Growth $35,817,832 -$5,060,815 $69,432 -$4,991,383 -$594,895 $30,231,554
Mondrian $60,752,631 -$60,505 $3,108,494 $3,047,989 $355,891 $64,156,512
Morgan Stanley Prime Property $43,263,993 -$131,724 $0 -$131,724 $941,420 $44,073,689
PIMCO Core Plus $72,217,199 -$54,452 $17,062,757 $17,008,304 $1,676,604 $90,902,107
PIMCO Unconstrained $40,071,373 -$60,339 $63,840 $3,501 $183,298 $40,258,172
RREEF America REIT Il $2,573,694 -$753,431 $0 -$753,431 -$83,681 $1,736,582
Schroder $38,543,496 $0 $27,326 $27,326 $684,411 $39,255,234
— = NEPC, LLC March 31, 2016
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Vermont State Employees

Total Fund Asset Growth Summary by Manager

Quarter Ending March 31, 2016

Siguler Guff
SSgA ACWI Ex US

SSgA Barclays Aggregate Index

SSgA Russell 2000 Growth
SSgA S&P 400

SSgA S&P 500 Cap-Wgt
SSgA S&P 500 Equal-Wgt
T. Rowe

Transwestern / Aslan Il
UBS Trumbull

Vermont Cash

Wellington

Wellington DAS

Wellington Opportunistic EMD
zMondrian GFI

ZPIMCO All Asset

Total

Beginning
Market Value
$10,106,396
$37,825,318
$49,482,960
$9,245,843
$8,257,239
$110,505,567
$46,737,142
$2,996
$102,653
$36,536,197
$4,045,580
$34,118,511
$46,595,321
$84,021,977
$44,687,214
$90,638,140
$1,533,232,267

Withdrawals

-$8,521
-$6,749
-$2,011,545
-$1,927
-$1,552
-$3,887,701
-$1,405,713
$0

$0

$0
-$3,833,700
-$1,067,922
$0

$0
-$46,410,719
-$89,465,398
-$170,123,695

Contributions

$508,069
$28,191
$6,204
$8,624
$11,155
$90,010,871
$21,056,244
$142

$0

$0
$943,025
$96,957
$3,207
$12,814
$37,684
$28,006
$159,835,833

Net Cash Flow

$499,548
$21,443
-$2,005,341
$6,697
$9,603
$86,123,170
$19,650,531
$142

$0

$0
-$2,890,675
-$970,965
$3,207
$12,814
-$46,373,035
-$89,437,392
-$10,287,862

Net Investment
Change
$388,286
-$123,832
$1,501,692
-$432,669
$311,828
$1,192,428
$1,313,673
$0

$0
$754,012
$0
$1,268,208
$2,199,610
$3,812,703
$1,685,821
-$1,200,747
$33,411,108

Ending
Market Value
$10,994,229
$37,722,929
$48,979,311
$8,819,872
$8,578,670
$197,821,165
$67,701,347
$3,137
$102,653
$37,290,209
$1,154,904
$34,415,754
$48,798,138
$87,847,494
$0
$1,556,355,512

=I NEPC, LLC
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Vermont State Employees

Total Fund Performance Detail - Net

o Fiscal
Market Va'(“$‘; ooy Polcy% ('}’23 Rank Y(I/S Rank 1(0}2 ; Rank  ° Zﬁ/zs) Rank  ° (f/zs) Rank 0 (f/zs) Rank
Employees Composite 1,556,355,512 100.0 100.0 25 2 -1.9 60 2.0 62 2.8 96 4.6 87 4.3 85
Policy Index 2.2 5 -1.0 38 -0.9 38 35 88 44 89 4.5 82
Allocation Index 2.1 7 -1.5 52 -1.6 52 3.3 92 4.2 91 4.4 83
InvestorForce Public DB Net Median 1.2 -1.5 -1.5 5.4 5.8 5.1
US Equity 349,914,551 22.5 19.0 1.9 27 -0.6 23 0.2 22 - - - - - -
Russell 3000 1.0 39 -0.5 23 -0.3 23 11.1 27 11.0 24 6.9 43
eA All US Equity Net Median 0.1 -4.3 -4.2 9.5 94 6.6
Large Cap Comp 265,525,649 171 14.0 1.9 22 1.1 20 1.0 20 11.8 28 11.4 26 7.6 26
S&P 500 1.3 30 1.5 18 1.8 16 11.8 27 11.6 25 7.0 44
eA US Large Cap Equity Net Median -0.2 2.4 -2.1 10.6 10.2 6.8
SSgA S&P 500 Cap-Wgt 197,821,165 12.7 11.0 1.4 30 1.6 18 1.8 16 11.8 27 11.6 25 - -
S&P 500 1.3 30 1.5 18 1.8 16 11.8 27 11.6 25 7.0 44
SSgA S&P 500 Equal-Wgt 67,701,347 43 3.0 3.2 11 0.3 29 -14 41 11.6 30 11.3 28 79 21
S&P 500 Equal Weighted 3.0 13 0.1 26 -1.0 38 11.8 29 11.5 26 8.2 15
T. Rowe 3,137 0.0 0.0
Small/Mid Cap Comp 84,388,903 5.4 5.0 23 29 -3.7 23 2.2 17 10.2 20 10.0 17 6.9 45
Russell 2000 -1.5 73 -10.1 72 -9.8 70 6.8 64 7.2 64 5.3 78
fj‘ US Small-Mid Cap Equity Net 05 74 7.2 7.7 7.7 6.7
edian
SSgA S&P 400 8,578,670 0.6 0.5 3.7 14 2.6 27 3.7 36 9.4 45 - - - -
S&P 400 MidCap 3.8 14 -2.6 26 -3.6 35 9.5 45 9.5 36 7.8 39
eA US Mid Cap Equity Net Median 0.8 4.7 -5.2 9.1 9.0 7.4
Champlain 32,574,606 2.1 2.0 2.5 29 2.1 22 04 10 10.8 24 10.5 24 - -
Russell 2500 0.4 55 -7.0 65 -7.3 66 82 68 8.6 57 6.5 71
eA US Mid Cap Equity Net Median 0.8 4.7 -5.2 9.1 9.0 7.4
Wellington 34,415,754 22 20 3.5 31 22 16 -1.3 1 9.6 20 10.3 12 85 5
Russell 2000 Value 1.7 58 -6.6 61 -1.7 71 57 74 6.7 72 44 89
eA L{S Small Cap Value Equity Net 29 55 58 76 8.1 6.1
Median
SSgA Russell 2000 Growth 8,819,872 0.6 05 4.7 58 -13.6 57 -11.9 59 7.8 45 7.6 53 - -
Russell 2000 Growth 4.7 58 -13.6 57 -11.8 58 7.9 42 7.7 53 6.0 45
eA US Small Cap Growth Equity 41 124 105 71 78 56
Net Median
Fiscal Year End is 6/30
> = NEPC, LLC March 31, 2016
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Vermont State Employees

Total Fund Performance Detail - Net

o Fiscal
Market Va'(“$‘; ooy Polcy% ('}’23 Rank Y(I/S Rank 1(0}2 ; Rank  ° Zﬁ/zs) Rank  ° (f/zs) Rank 0 (f/zs) Rank
Int'l Equity Comp 165,660,237 10.6 11.0 -0.1 18 -6.4 43 -5.8 50 3.8 47 3.2 62 22 65
MSCI EAFE -3.0 65 -8.8 68 -8.3 73 2.2 71 2.3 74 1.8 79
eA All EAFE Equity Net Median 2.2 -7.4 -5.9 3.6 3.6 2.9
Acadian 63,780,796 41 4.0 -0.6 23 -3.2 19 2.1 23 5.1 31 4.0 44 1.9 76
Mondrian 64,156,512 41 4.0 0.5 12 -1.7 54 -14 67 41 42 35 52 29 50
MSCI EAFE -3.0 65 -8.8 68 -8.3 73 2.2 71 2.3 74 1.8 79
SSgA ACWI Ex US 37,722,929 24 3.0 -0.3 36 9.6 76 9.0 77 05 87 05 86 - -
MSCI ACWI ex USA -0.4 36 9.7 76 -9.2 77 0.3 88 0.3 89 1.9 74
7/,’4 A'CWI ex-US All Cap Equity Net 15 70 58 33 33 29
edian
Emerging Market Comp 95,073,306 6.1 6.0 8.1 12 -1.5 10 9.4 40 5.2 79 - - - -
Aberdeen 95,073,306 6.1 6.0 8.1 12 -1.5 10 94 40 5.2 79 0.9 23 - -
MSCI Emerging Markets 57 27 -12.6 65 -12.0 64 4.5 67 -4.1 73 3.0 74
eA Emg Mkts Equity Net Median 4.0 -11.6 -10.8 -3.7 -2.4 3.9
US Fixed Income 471,618,837 30.3 30.0 2.8 31 1.9 54 0.8 59 - - - - - -
Barclays Aggregate 3.0 26 3.7 21 2.0 23 25 37 3.8 49 4.9 48
eA All US Fixed Inc Net Median 2.2 2.2 1.1 2.1 3.7 4.8
Diversified Fixed 333,059,979 214 21.0 2.7 34 3.0 33 1.5 34 23 45 41 40 41 66
Barclays Aggregate 3.0 26 3.7 21 2.0 23 2.5 37 3.8 49 4.9 48
eA All US Fixed Inc Net Median 2.2 2.2 1.1 2.1 3.7 4.8
Allianz Structured Alpha 49,616,587 3.2 20 5.7 1 8.7 1 6.3 1 7.3 1 7.7 1 - -
Citi 10 Year Treasury 4.8 1 6.3 2 3.0 3 2.7 29 5.7 4 5.8 16
PIMCO Core Plus 90,902,107 5.8 6.0 25 85 25 87 0.9 93 1.7 95 3.8 70 - -
Barclays Aggregate 3.0 40 3.7 32 2.0 35 2.5 47 3.8 69 4.9 73
Wellington DAS 48,798,138 3.1 3.0 4.7 1 10.6 1 7.6 1 6.5 1 8.7 1 - -
Wellington Custom Benchmark 6.1 1 8.3 1 4.7 1 4.2 3 7.1 1 6.6 3
SSgA Barclays Aggregate Index 48,979,311 3.1 4.0 3.0 42 3.7 35 1.9 36 - - - - - -
Barclays Aggregate 3.0 40 3.7 32 2.0 35 2.5 47 3.8 69 4.9 73
3-Month Libor Total Return USD 0.1 99 0.3 99 0.4 97 0.3 99 0.3 99 1.6 99
eA US Core Fixed Inc Net Median 2.9 3.3 1.8 2.5 4.0 5.1
= = NEPC,LLC March 31, 2016
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Vermont State Employees

Total Fund Performance Detail - Net

Fiscal
Market Value % of o 3 Mo 1Yr 3Yrs 5Yrs 10 Yrs
(§)  Portfolio Policy % (%) Rank Y(I/S Rank (%) Rank (%) Rank (%) Rank (%) Rank
Unconstrained Fixed Income 94,763,836 6.1 6.0 0.8 66 2.1 74 - - - - - - - -
25% HY, 25% EMD, 50% BC Agg 3.7 16 2.1 9 1.2 11 24 20 4.7 21 6.1 21
Barclays Global Aggregate 5.9 1 5.8 1 4.6 1 0.9 55 1.8 67 4.3 78
eA Globql Unconstrained Fixed Inc 17 15 15 13 35 50
Net Median
PIMCO Unconstrained 40,258,172 2.6 25 0.3 72 -2.4 77 -3.0 70 -0.9 85 - - - -
25% HY, 25% EMD, 50% BC Agg 37 16 2.1 9 1.2 11 2.4 20 4.7 21 6.1 21
3-Month Libor Total Return USD 0.1 79 0.3 31 0.4 21 0.3 64 0.3 93 1.6 99
GAM Unconstrained Bond 54,505,664 35 515 1.1 59 -1.9 59 - -- - - - - - -
3-Month LIBOR + 3% 0.9 64 2.6 3 3.4 2 3.3 10 3.3 52 4.6 75
eA Globgl Unconstrained Fixed Inc 17 15 15 13 35 50
Net Median
High Yield Comp 77,790,758 5.0 5.0 2.0 65 4.4 61 -3.6 56 1.8 52 4.7 43 6.4 43
Barclays High Yield 3.4 12 -3.7 53 -3.7 56 1.8 51 4.9 39 7.0 20
;;14 L{S High Yield Fixed Inc Net 23 35 32 19 46 6.3
edian
KDP 15,915,797 1.0 1.0 24 46 3.7 53 -35 54 1.2 71 4.0 77 - -
Barclays High Yield 3.4 12 -3.7 53 -3.7 56 1.8 51 4.9 39 7.0 20
g"é‘; t’;”jr rillLynch US High Yield BE- 31 16 24 35 24 38 25 36 52 26 65 36
Guggenheim 61,874,961 4.0 4.0 1.8 71 -4.6 64 -3.7 57 - - - - - -
Barclays High Yield 34 12 3.7 53 -3.7 56 1.8 51 4.9 39 7.0 20
eA U_S High Yield Fixed Inc Net 23 35 3 19 46 6.3
Median
TIPS 60,768,100 3.9 4.0
BlackRock TIPS 60,768,100 3.9 4.0 4.4 - 25 - 14 - -0.8 - 2.9 - - -
Barclays US TIPS 4.5 - 2.6 - 1.5 - -0.7 - 3.0 - 4.6 --
GAM Unconstrained Bond was funded in June 2015
> S| NEPC, LLC March 31, 2016
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Vermont State Employees

Total Fund Performance Detail - Net

Fiscal

0,
Market Va'(“$‘; ey Policy % 3&‘; Rank Y(I/S Rank 1(0}2 ; Rank  ° Zﬁ/zs) Rank  ° (f/zs) Rank 0 (f/zs) Rank
Emerging Market Debt 87,847,494 5.6 5.0
Wellington Opportunistic EMD 87,847,494 5.6 5.0 45 75 2.8 14 14 36 1.6 22 5.7 10 - -
JP Morgan EMBI Global TR 5.2 52 4.7 3 4.4 5 24 11 6.0 9 7.1 37
ot 21 Emg Mids Fixed Inc et 5.4 07 0.8 06 32 65
Total Real Estate 94,197,362 6.1 8.0 2.0 - 74 - 12.7 - 13.5 - - - - -
NCREIF Property Index 2.2 - 8.4 - 11.8 - 11.9 - 11.9 - 7.6 -
NCREIF ODCE 2.2 - 9.5 - 13.7 - 13.6 - 13.3 - 6.4 -
Morgan Stanley Prime Property 44,073,689 2.8 1.9 - 8.9 - 14.3 - 15.0 - 14.3 - 6.7 -
UBS Trumbull 37,290,209 2.4 2.1 -- 8.3 - 12.0 - 11.0 - 10.4 - 6.1 -
RREEF America REIT Il 1,736,582 0.1 -4.8 - -10.7 - 1.8 - 13.8 - 21.7 - 2.0 -
Transwestern / Aslan Il 102,653 0.0 0.0 - 2.1 - 6.5 -- 9.0 - 11.3 - -22.7 -
Siguler Guff 10,994,229 0.7 3.7 - 4.4 - 8.1 - - - - - - -
Hedge Fund Comp 79,835,827 5.1 5.0 -4.0 68 -6.2 49 5.7 46 21 49 28 47 - -
HFRI Fund of Funds Composite Index -3.1 55 -5.9 47 -5.7 46 1.8 57 1.3 73 1.5 91
IE\}A \gé\ig :und of Funds - Multi-Strategy 3.0 64 6.2 21 27 31
Grosvenor 79,593,212 51 5.0 -4.0 68 6.3 49 5.6 45 3.0 35 3.3 35 -- --
GAM 242,616 0.0 0.0
GAA Comp 153,128,110 9.8 10.0 2.8 11 -6.0 81 -14 81 -0.1 93 2.7 70 - -
eA Global TAA Net Median 1.0 -3.6 -4.6 2.1 3.2 4.2
Mellon Dynamic Growth 30,231,554 1.9 2.0 -1.8 93 -4.1 65 -6.0 73 47 8 5.2 5 - -
Mellon Dynamic Growth Benchmark 2.8 11 -0.6 21 -0.8 10 3.1 22 4.2 16 - --
AQR Global Risk Premium 122,896,556 7.9 8.0 4.7 1 -6.2 82 -8.7 84 -15 98 3.6 39 - -
60% MSCI World / 40% CITI WGBI 2.8 11 1.2 6 0.8 6 4.8 8 4.9 9 4.9 25
Real Estate is as of Q1 2016. Transwestern is cash adjusted and updated through Q4 2015
PIMCO All Asset Index: 40% BC Agg / 30% TIPS / 10% S&P500 / 10% BC HY / 10% JPM EMBI+
Mellon Dynamic Growth Benchmark: 60% MSCI All Country World Index IMI/ 40% Citigroup GDP Weighted
= = NEPC, LLC March 31, 2016
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Vermont State Employees

Total Fund Performance Detail - Net

Market Value
%)
Commodities 39,255,234
Schroder 39,255,234
Bloomberg Commodity Index
Cash 1,154,904
Vermont Cash 1,154,904
91 Day T-Bills
Private Equity 18,669,650
Cambridge Associates US All PE
(I-)iarbourvggt Partners IX Credit 812,503
pportunities
Harbourvest Partners IX Venture Fund 4,320,846
Harbourvest Partners IX Buyout Fund 5,166,481
Harbourvest Partners X Venture Fund 211,474
Harbourvest Partners X Buyout Fund 365,086
Harbourvest Dover VIII Fund 6,845,567
HIPEP VII 947,694

Harbourvest is as of Q4 2015 and cash adjusted through the present

% of
Portfolio

25
25

0.1
0.1

1.2

0.1

0.3
0.3
0.0
0.0
0.4
0.1

Policy %

3.0
3.0

0.0

3.0

3 Mo
(%)

1.5
0.4

0.0
0.1
0.0
0.0

Fiscal
Rank YTD
(%)

- -23.1
- -23.1

- 0.0
- 0.1
- 0.9
- -0.9

Rank

1Yr
(%)

-19.0
-19.6

0.0
0.1
10.0
2.8

Rank

3Yrs
(%)

-19.8
-16.9

0.0
0.1
16.4
10.7

Rank

5Yrs
(%)

-15.7
-14.1

0.0
0.1

11.4

Rank

10 Yrs
(%)

-6.2

1.3
1.0

10.8

Rank

=I NEPC, LLC
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Vermont State Employees

Total Fund Return Summary vs. Peer Universe

Employees Composite vs. InvestorForce Public DB Net

10.0
50 ® A x ©® ,
o A
3 o x - A x
£ ® i x
2 A
g o x
= 0.0 —
N A
g [ ] o
c
c
<
50
-10.0
Quarter 2 Quarters 3 Quarters 1 Year 2 Years 3 Years 4 Years 5 Years
Period
Return (Rank)
5th Percentile 22 49 08 07 40 7.0 8.0 75
25th Percentile 16 44 -05 04 32 6.2 7.0 64
Median 12 39 -15 -15 23 54 6.3 58
75th Percentile 0.6 3.0 27 29 13 45 56 52
95th Percentile 04 19 5.0 49 04 29 39 38
# of Portfolios 260 259 259 259 249 236 223 206
®  Employees Composite 25 2 37 (58) -19 (60) 20 (62) 08 (87) 28 (96) 46 91) 46 (87)
4 Policy Index 22 5) 37 (57) -1.0 (38) 09 (38) 13 (76) 35 (88) 46 91) 44 (89)
X Allocation Index 21 W) 36 (62) -15 (52) -16 (52) 09 (85) 33 (92) 44 92 42 91)
- =I NEPC, LLC March 31, 2016
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Vermont State Employees

Total Fund Return Summary vs. Peer Universe

Employees Composite vs. InvestorForce Public DB Net

15.0
- o
S 10.0—
g A =
2
[v4
°
o}
N
[ ®
2 A "
£ 50—
L A x L] B X
° A x
0.0
6 Years 7 Years 8 Years 9 Years 10 Years
Period
Return (Rank)
5th Percentile 84 119 6.3 58 6.1
25th Percentile 75 11.0 56 51 56
Median 6.8 98 50 46 51
75th Percentile 6.3 8.8 43 41 46
95th Percentile 51 74 34 3.0 38
# of Portfolios 198 187 183 177 170
®  Employees Composite 6.1 (83) 105 (35) 42 (82) 35 (86) 43 (85)
4 Policy Index 56 (92) 89 (74) 41 (87) 37 (83) 45 (82)
X Allocation Index 54 (93) 92 (66) 41 (86) 36 (85) 44 (83)
— =I NEPC, LLC March 31, 2016
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Vermont State Employees

Total Fund Return Summary vs. Peer Universe

Employees Composite vs. InvestorForce Public DB Net

300
25.0/— -
%
20.0/— A
15.0— - ® . x ® 4 x
—~ 100 A % A%
8 b o A x
50—
£ ® A x 8
T 00— A x
8 5o
ﬁ 5.
S 00—
C
< 150
2001
A
250— x
-3001— e
-35.0
2015 2014 2013 2012 2011 2010 2009 2008 2007 2006
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Vermont State Employees

Total Fund Allocation vs. Peer Universe

Total Plan Allocation vs. InvestorForce Public DB Net
As of March 31, 2016
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Vermont State Employees

Total Fund Risk Statistics vs. Peer Universe

Employees Composite vs. IFx Public DB Net
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Vermont State Employees

Total Fund Risk Statistics vs. Peer Universe

Employees Composite vs. IFx Public DB Net
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Vermont State Employees

Total Fund Risk Statistics vs. Peer Universe

Employees Composite vs. IFx Public DB Net
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Vermont State Employees

Total Fund Risk Statistics vs. Peer Universe

Employees Composite vs. IFx Public DB Net
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Vermont State Employees

Total Fund Attribution Analysis

Attribution Summary
3 Months Ending March 31, 2016
Attribution Effects Relative to Policy Index A\CIYJ; WthIntdex Eé«:tess SeIeE(;}iorl AIIo%a#iorl '”telr;c‘f:ﬁot” Ef:rrOttal
3 Months Ending March 31, 2016 Return etum etum e e ects ects
Large Cap Comp 1.9% 1.8% 0.1% 0.0% 0.0% 0.0% 0.0%
Small/Mid Cap Comp 2.3% 0.7% 1.5% 0.1% 0.0% 0.0% 0.1%
Intl Equity Comp -0.1% -2.5% 2.4% 0.2% 0.0% 0.0% 0.2%
Employees Composite Emerging Market Comp 8.1% 5.7% 2.4% 0.1% 0.0% 0.0% 0.1%
Large Cap Comp Diversified Fixed 2.7% 3.0% -0.3% -0.1% 0.0% 0.0% -0.1%
Small/Mid Cap Comp High Yield Comp 2.0% 3.4% -1.4% -0.1% 0.0% 0.0% 0.1%
. . TIPS 4.4% 4.5% 0.0% 0.0% 0.0% 0.0% 0.0%
Int'l Equity Comp Global Fixed |
Emerging Market Comp Coom; xed income 37%  T4%  34%  01%  0.0%  0.0%  -0.1%
Diversified Fixed Emerging Market Debt 4.5% 5.2% 0.7% 0.0% 0.0% 0.0% 0.0%
High Yield Comp Total Real Estate 20%  22%  02%  00%  00%  00%  0.0%
PS Hedge Fund Comp 40% 3% 09%  00%  00%  00%  0.1%
. GAA Comp 2.8% 3.0% -0.2% 0.0% 0.0% 0.0% 0.0%
Global Fixed Income Comp Commodtes 15%  04%  11%  00%  00%  00%  0.0%
Emerging Market Debt Cash 0.0% 0.1% -0.1% 0.0% 0.0% 0.0% 0.0%
Total Real Estate Private Equity 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Hedge Fund Comp Total 23%  22%  04%  04%  0.0%  0.0%  0.1%
GAA Comp
Commodities N . .
Note: Plan attribution calculations are returns based and the results shown reflect the composites shown. As a
Cash result, the total returns shown may vary from the calculated returns shown on the performance report.
Private Equity The target return shown for each composite is a custom index, based on aggregated policy indices. This policy
02% I _0.1‘ % 0.1‘ % 0.2‘ % I 03 % index asset.weights tl.ue underhlying po.Iicy indices of each option in. the plan and tl?e respectiv.e benchmark. .
The allocation, selection, and interaction effects are calculated using the custom index described above along with
01% 0.0% 0.1% 0.2% the policy or target weight of each composite.
May not add up due to rounding.
[ Allocation Effect
Il Selection Effect
[ Interaction Effects
© Total Effect
- =I NEPC, LLC March 31, 2016
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Vermont State Employees

Total Fund Attribution Analysis

Attribution Summary
1 Year Ending March 31, 2016
Attribution Effects Relative to Policy Index AVYtdi Wtd. Index  Excess Selection Allocation Interaction Total
1 Year Ending March 31, 2016 R:tll:; Return  Return Effect Effect  Effects  Effects
Large Cap Comp 1.0% 1.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Small/Mid Cap Comp -2.2% -71.5% 5.3% 0.3% -0.1% 0.0% 0.2%
Employees Composite Intl Equity Comp -5.8% -8.4% 2.6% 0.3% -0.1% 0.0% 0.2%
Emerging Market Comp 94%  -12.0% 2.6% 0.1% 0.0% 0.0% 0.1%
Large Cap Comp Diversified Fixed 15%  20%  -04%  0.1%  00%  00%  -01%
Small/Mid Cap Comp High Yield Comp -3.6% -3.7% 0.0% 0.0% 0.0% 0.0% 0.0%
Emerging Market Comp gg’nﬁg' Fixed Income 25%  59%  34%  01%  00%  00%  -0.1%
Diversified Fixed Emerging Market Debt 1.4% 44%  29%  0.1% 0.0% 00%  -0.1%
High Yield Comp Total Real Estate 12.7% 11.8% 0.9% 0.0% -0.1% 0.0% -0.1%
PS Hedge Fund Comp 57%  57%  00%  00%  00%  00%  00%
) GAA Comp -1.4% 1.1% -8.4% -1.4% 0.0% 0.0% -1.4%
Global Fixed Income Comp Commodities 190%  -196%  05%  00%  00%  00%  0.1%
Emerging Market Debt Cash 0.0% 0.1% -0.1% 0.0% 0.0% 0.0% 0.0%
Total Real Estate Private Equity 10.0% 2.8% 7.2% 0.2% -0.1% -0.2% 0.0%
Hedge Fund Comp Total -2.2% -0.9% -1.2% -0.7% -0.4% -0.1% -1.2%
GAA Comp
Commodities Note: Plan attribution calculations are returns based and the results shown reflect the composites shown. As a
Cash result, the total returns shown may vary from the calculated returns shown on the performance report.
The target return shown for each composite is a custom index, based on aggregated policy indices. This policy
Private Equity index asset weights the underlying policy indices of each option in the plan and the respective benchmark.
15% -1 6 % -O.&L) % 0.0 % 05 % The allocation, selection, and interaction effects are calculated using the custom index described above along
with the policy or target weight of each composite.
May not add up due to rounding.
[ Allocation Effect
Il Selection Effect
[ Interaction Effects
© Total Effect
- =I NEPC, LLC March 31, 2016
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Vermont State Employees

Total Fund Risk Statistics - 3 Years Ending March 31, 2016

%ofTot AnizdRet Rank  "M24SH ponk AnlzdAJ  Rank  S0ae oy Sorino oo Tracking ook
Dev Ratio Ratio RF Error
Employees Composite 100.00%  2.84% % 6.56% 3 0.91% 76 042 o4 088 ) 0.94% 34

Policy Index - 347% 88 6.02% 14 0.00% 38 057 82 1.21 71 0.00% 1
US Equity 22.48% - - - - - - - - - - -

Russell 3000 - 11.15% 27 11.56% 22 0.00% 28 0.96 20 182 23 0.00% 1
Large Cap Comp 17.06%  11.80% 28 11.44% 33 0.09% 30 1.03 24 215 15 0.71% 1

S&P 500 - 11.82% 27 11.35% 29 0.00% 29 1.04 23 205 20 0.00% 1
SmalliMid Cap Comp 542%  10.18% 20 13.56% 49 4.22% 22 0.75 21 1.56 15 3.17% 1

Russell 2000 - 6.84% 64 15.33% 85 0.00% 80 0.44 75 0.76 73 0.00% 1
Int! Equity Comp 1064%  3.81% 47 13.22% 65 1.67% 49 0.28 49 061 42 2.03% 7

MSCI EAFE - 2.23% 71 13.61% 85 0.00% 74 0.16 74 030 71 0.00% 1
Emerging Market Comp 6.11%  -5.18% 79 16.22% 63 1.03% 79 032 78 067 83 5.32% 63

MSCI Emerging Markets - -450% 67 16.66% 76 0.00% 60 027 63 051 65 0.00% 1
US Fixed Income 30.30% - - - - - - -- -- -- -- -- -

Barclays Aggregate - 2.50% 37 3.00% 56 0.00% 65 0.81 50 1.39 37 0.00% 1
Diversified Fixed 2140%  2.28% 45 3.53% 69 0.49% 81 063 71 1.00 68 1.19% 23

Barclays Aggregate -- 2.50% 37 3.00% 56 0.00% 65 0.81 50 1.39 37 0.00% 1
Unconstrained Fixed Income 6.09% -- - -- -- - -- - -- - -- - --
Ag§5% HY, 25% EMD, 50% BC - 2.37% 20 4.07% 49 0.00% 37 0.57 30 0.94 30 0.00% 1
High Yield Comp 500%  1.79% 52 4.92% 24 0.28% 49 035 49 065 49 154% 53

Barclays High Yield - 1.84% 51 5.93% 72 0.00% 54 030 54 0.66 48 0.00% 1
TIPS 390%  -0.81% 51 5.36% 79 0.09% 39 0.16 37 021 38 0.20% 1

Barclays US TIPS - 0.72% 39 531% 76 0.00% 27 0.14 27 0.19 27 0.00% 1
Emerging Market Debt 564%  1.64% 22 7.17% 28 0.71% 23 022 23 035 22 1.10% 3

JP Morgan EMBI Global TR - 2.43% 11 7.34% 29 0.00% 19 032 19 0.49 18 0.00% 1
Total Real Estate 6.05%  1350% - 5.57% - 1.26% - 0.79 - 0.86 - 1.60%

NCREIF Property Index - 11.91% - 477% - 0.00% . 059 . 055 . 0.00% -
Hedge Fund Comp 513%  2.14% 49 3.96% 36 0.39% 49 053 45 0.82 #1 1.37% 4
SRt Ce Conposte S 175% 57 3.74% 28 0.00% 57 045 49 0,69 50 0.00% 1
GAA Comp 084%  -0.14% 93 8.15% 57 3.44% 93 002 92 0.04 92 3.97% 43
ClTﬁ(x’G'\g?C' O R 3.66% 16 7.97% 52 0.00% 34 045 25 116 9 0.00% 1

- =I NEPC, LLC March 31, 2016
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Vermont State Employees

Total Fund Risk Statistics - 5 Years Ending March 31, 2016

%ofTot AnizdRet Rank  ~MZ4SH ponk AnlzdAJ  Rank  S0ae oy Sorino oo Tracking ok
Dev Ratio Ratio RF Error
Employees Composite 100.00%  458% 87 7.09% 33 0.00% 29 0.64 74 1.05 67 0.85% 13
Policy Index - 439% 89 6.75% 22 0.00% 29 0.64 74 1.04 68 0.00% 1
US Equity 22.48% - - - - - - - - - - - -
Russell 3000 - 11.01% 24 12.67% 22 0.00% 25 0.86 19 145 20 0.00% 1
Large Cap Comp 17.06%  11.43% 26 12.72% 43 0.58% 33 0.89 28 1.54 27 1.01% 1
S&P 500 - 11.58% 25 12.22% 29 0.00% 25 0.94 20 165 21 0.00% 1
SmalliMid Cap Comp 542%  10.04% 17 14.99% 42 3.63% 2 067 24 145 18 2.97% 1
Russell 2000 - 7.20% 64 16.68% 82 0.00% 75 043 70 0.70 64 0.00% 1
Int! Equity Comp 1064%  3.16% 62 14.57% 30 1.02% 60 021 58 033 54 2.16% 7
MSCI EAFE - 2.29% 74 15.53% 70 0.00% 74 0.14 74 022 73 0.00% 1
Emerging Market Comp 6.11% - - - - - - - - - - - -
MSCI Emerging Markets - 413% 73 18.77% 64 0.00% 74 022 78 035 76 0.00% 1
US Fixed Income 30.30% - - - - - - - -- -- -- -- -
Barclays Aggregate - 3.78% 49 2.77% 50 0.00% 82 1.34 50 2.29 # 0.00% 1
Diversified Fixed 2140%  4.15% 40 3.22% 62 0.25% 71 127 59 203 57 1.49% 28
Barclays Aggregate - 3.78% 49 2.77% 50 0.00% 82 1.34 50 2.29 # 0.00% 1
Unconstrained Fixed Income 6.09% - - -- -- - -- - -- - - - --
Ag§5% HY, 25% EMD, 50% BC - 4.67% 21 3.89% 26 0.00% 32 .19 15 198 15 0.00% 1
High Yield Comp 500%  4.75% 43 5.48% 22 0.65% 37 0.86 35 146 39 146% 46
Barclays High Yield - 4.93% 39 6.51% 67 0.00% 56 0.75 52 141 48 0.00% 1
TIPS 3.90% - - - - - - - - - - - -
Barclays US TIPS - 3.02% 34 5.04% 79 0.00% 27 059 2 0.82 25 0.00% 1
Emerging Market Debt 5.64% - - - - - - - - - - - -
JP Morgan EMBI Global TR - 5.97% 9 7.19% 14 0.00% 7 0.82 6 1.21 6 0.00% 1
Total Real Estate 6.05% - - - - - - - - - - - -
NCREIF Property Index - 11.93% - 4.78% - 0.00% . 0.54 . 043 . 0.00% -
Hedge Fund Comp 513%  2.81% 47 4.30% 39 151% 46 0.64 42 093 38 1.34% 1
SRt Ce Conposte S 1.29% 73 4.03% 34 0.00% 72 0.31 67 045 65 0.00% 1
GAA Comp 084%  2.71% 70 8.54% 55 0.66% 78 031 83 047 85 361% 38
cn?%el\é?m O R - 3.81% 29 8.85% 63 0.00% 70 0.42 61 069 54 0.00% 1
- =I NEPC, LLC March 31, 2016
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Index Performance Summary as of 3/31/2016
| 2009|2010 | 2011 | 2012 | 2013 | 2014 | 2015 | JAN | FEB | MAR | YTD |

Barclays US Strips 20+ Yr -36.0% 10.9% 58.5% 3.0% -21.0% 46.4% -3.7% 6.9% 4.6% -0.3% 11.4%
JPM GBI-EM Global Diversified 22.0% 15.7% -1.8% 16.8% -9.0% -5.7% -14.9% 0.4% 1.4% 9.1% 11.0%
Barclays US Govt/Credit Long 1.9% 10.2% 22.5% 8.8% -8.8% 19.3% -3.3% 2.1% 2.2% 2.8% 7.3%

Citi WGBI 2.6% 5.2% 6.4% 1.7% -4.0% -0.5% -3.6% 1.4% 2.9% 2.7% 7.1%
Barclays US Long Credit 16.8% 10.7% 17.1% 12.7% -6.6% 16.4% -4.6% 0.3% 1.7% 4.8% 6.8%
FTSE NAREIT Equity REITs 28.0% 28.0% 8.3% 18.1% 2.5% 30.1% 3.2% -3.4% -0.4% 10.1% 6.0%
MSCI EM 78.5% 18.9% -18.4% 18.2% -2.6% -2.2% -14.9% -6.5% -0.2% 13.2% 5.7%
JPM EMBI Global Diversified 29.8% 12.2% 7.4% 17.4% -5.3% 7.4% 1.2% -0.2% 1.9% 3.3% 5.0%
Barclays US Corporate HY 58.2% 15.1% 5.0% 15.8% 7.4% 2.5% -4.5% -1.6% 0.6% 4.4% 3.4%
Barclays US Agg Bond 59% 6.5% 7.8% 4.2% -2.0% 6.0% 0.6% 1.4% 0.7% 0.9% 3.0%
Barclays US Agg Interm 6.5% 6.2% 6.0% 3.6% -1.0% 4.1% 1.2% 1.3% 0.5% 0.6% 2.3%
Barclays Municipal 12.9% 2.4% 10.7% 6.8% -2.6% 9.1% 3.3% 1.2% 0.2% 0.3% 1.7%
S&P 500 26.5% 15.1% 2.1% 16.0% 32.4% 13.7% 1.4% -5.0% -0.1% 6.8% 1.4%
Credit Suisse Leveraged Loan 44.9% 10.0% 1.8% 9.4% 6.2% 2.1% -0.4% -0.7% -0.6% 2.6% 1.3%
Russell 1000 28.4% 16.1% 1.5% 16.4% 33.1% 13.2% 0.9% -5.4% 0.0% 7.0% 1.2%
Barclays US Govt/Credit 1-3 Yr 3.8% 2.8% 1.6% 13% 0.6% 0.8% 0.7% 0.5% 0.1% 0.4% 1.0%
Bloomberg Commodity 18.9% 16.8% -13.3% -1.1% -9.5% -17.0% -24.7% -1.7% -1.6% 3.8% 0.4%
Russell 2500 34.4% 26.7% -2.5% 17.9% 36.8% 7.1% -2.9% -8.0% 0.7% 8.3% 0.4%
MSCI ACWI 34.6% 12.7% -7.4% 16.1% 22.8% 4.2% -2.4% -6.0% -0.7% 7.4% 0.2%
Russell 2000 27.2% 26.9% -4.2% 16.4% 38.8% 4.9% -4.4% -8.8% 0.0% 8.0% -1.5%
Credit Suisse Hedge Fund 18.6% 11.0% -2.5% 7.7% 9.7% 4.1% -0.7% -1.4% -1.1% N/A -2.5%
MSCI EAFE 31.8% 7.8% -12.1% 17.3% 22.8% -4.9% -0.8% -7.2% -1.8% 6.5% -3.0%
Alerian MLP 76.4% 35.9% 13.9% 4.8% 27.6% 4.8% -32.6% -11.1% -0.5% 8.3% -4.2%
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US Economic Indicators

Inflation has increased off lows Unemployment steadily improving
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Corporate Profits (% of GDP)

Source: Bloomberg, Bureau of Labor Statistics

Corporate profits lower off secular highs Manufacturing trending higher after dip
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International Economic Indicators

Inflation remains muted Europe employment recovery lagging
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Emerging Market Economic Indicators

EM inflation is varied by country Relatively healthy Debt/GDP ratios
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Marginal improvement in account balance Emerging economies make up >50% of
challenged countries global output
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Global Equity

Global valuations are mixed Earnings growth trending lower
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Margins declining outside of EM Global equity returns have been negative
over one year

Source: Bloomberg, Standard and Poors, MSCI
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US Equity

Valuations near or above historical norms Growth recovery marked by inconsistency
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Profit margins lower off highs Trailing performance has been mixed

Source: Bloomberg, Bureau of Economic Analysis
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International Equity

PEs varied by region/country Slow Global Growth

45 15%
a0 1---- | = +1Std Dev -1StDev | |
35 +3/31/2015 3/31/2016 | [ | | Fmmmmmm e 10%
.%30 B ittt el e (N I B o S S B R S S T 5%
3 L ||
E 20 d1___. . T II II II II LI II II II II II L) I I II II II II II II II .I TNy ' " .I II .I LI II II II 0%
15 +---—- e @ . ] B Eurozone | bl ___ -5%
10 v----  -mmmmmm-- o mmmmmmmms ooy Japan
M i -10%
S JTTTTTTTTTToTToTooomoooomoooomoooo-ooes momed UK
0 T T -15%
Europe Japan United Kingdom 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Source: Bloomberg, MSCI, FTSE *UK represented by FTSE 100 Index Source: Bloomberg

Margins elevated but not at extremes Returns near flat or negative
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Emerging Markets Equity

Regional valuations show divergence Slowing growth in major economies
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Recent rally in EM but one year returns
mostly negative
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Global Equity by Sector

ACWI Financials and Health Care returns
negative in short term
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Returns mostly p_05|t|ve across EM sectors Global energy sector weight has fallen
in short term
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US Fixed Income

Spread levels above historical medians Yields have mostly declined
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Similar yield/duration tradeoff among

Returns marked by recent credit rally

major US indices
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International Developed Fixed Income

AU _penpherY yields at small Global yields are at or near historic lows
premium relative to Germany
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Low global yields relative to duration Global bonds positive in USD terms
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Emerging Markets Fixed Income

Spreads have widened recently Emerging market bond yield changes have

varied directionally
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Treasury yield curve has declined since Global yield curves have shifted
year end downwards
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Global yield curves trending lower Global yields have tret:f;d lower over long
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Long Rates and Liability

Long duration yields have fallen over last Lower yields driven by low inflation
few years even with recent uptick expectations and real rates
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Inflation and Real Rates

US real yields have decreased slightly Global real yields mostly negative
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. . . Global inflation expectations have seen
US inflation expectations very low .
recent uptick
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Inflation Sensitive Growth Assets

Yields higher relative to last year Gradual recovery in occupancy rates
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Contango in major commodity futures Precipitous fall in oil prices

Soybeans i i E i
1 1 1 1

Oil

Natural Gas

Gold

Corn

Copper

1
T 1 1 i
-3% -2% -1% 0% 1% 2%
3-Mo Future Roll Yield

-5% -4%

160
== Crude Qil Spot (LHS)
140
Gold Spot (RHS)
120 Fommmmmmmm e
100 f---======mmmmmmmmm o
[
E 80 t--------mmmm-e--f 1
[
& 60 f-----m---- WL
40 f---mmpm g e
F\..,Mf«
20 i g
OIIIIIIIIIIIIIIII O
O d N N < 1D OMNNO OO Hd N M - N
O O O O O O 0O O OO0 ™ v o o o o
O O O O O OO O O O O O o O O o
AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN N

Source: Bloomberg

US fuel production closing gap with
consumption
25 100

Source: Bloomberg

Commodity indices negative over one year

after oil-induced decline

5%
Crude oil and liquid fuels 0% . e
20 rmm e oo =M 95 I
o 5% ommmmmmo e
NV e (o] 7SS NN I —— —
15 - mmm - - AT ‘WIV-\--------—-- st 90 °
l,""‘\ A5% d--moeo b b ]
10 '..TW"“A \:'_,.""* gl - 85 220% q--mmm--mmmm o
4 US Production .
R us Consumption L g0 “25% ---mmmmmmmmmmmmomm-omee- 71l 3‘M0nth Return |7
World Productlor.1 (RHS) -30% ----mmmmmmmmmm oo 1 Yr Return
World Consumption (RHS) 0
O T T 1 T T 1 1 T 1 1 75 _35/0
© ® ) Q N A RS © Bloomberg GSCl GSCI Non-Energy
Q Q Q \} 2 &S % % 4 &y Y .
DS S S S S S MU M S S Commodity
Source: Bloomberg, US Department of Energy *Crude oil and liquid fuels Source: Bloomberg, Standard and Poors
NEPC, LLC

65




Glossary of Investment Terminology

The calculation methodology for each measure of performance is outlined below.

Policy Target Measures policy allocation decisions. = TARGET AsSET WEIGHTS X INDEX RETURNS
Allocation Measures actual allocation decisions. = AcTUAL AsseT WEIGHTS X INDEX RETURNS
Index Deviations from the policy target can be

derived. (Allocation Index — Policy Index)

Composite Measures actual performance and can = AcTuaL AsserT WEIGHTS x ACTUAL RETURNS
(Total Return) derive active management decisions.
(Composite — Allocation Index)

The calculation methodology for each measure of attribution is outlined below.

Allocation Measure the effects of overweighting or = (AcTuAL MANAGER WEIGHT — PoLIcY TARGET
Effect underweighting managers and asset WEIGHT) X PoLicy INDEX RETURN
classes.
Selection Measures the managers’ ability to add = (AcTuAL MANAGER RETURN —INDEX RETURN) X
Effect excess return relative to the policy index. PoLicy TARGET WEIGHT
Interaction Measures the cross correlation of both = (AcTuAL MANAGER RETURN X (ACTUAL MANAGER
Effect selection and allocation affects and is WEIGHT — PoLicy TARGET WEIGHT)) — ((MANAGER
often referred to as an “error term”. WEIGHT — PoLicy TARGET WEIGHT) X INDEX
RETURN)

E% NEpC,LLC
-
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Information Disclaimer

Past performance is no guarantee of future results.

 The goal of this report is to provide a basis for monitoring financial
markets. The opinions presented herein represent the good faith
views of NEPC as of the date of this report and are subject to change
at any time.

- Information on market indices was provided by 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.

« All investments carry some level of risk. Diversification and other
asset allocation techniques do not ensure profit or protect against
losses.

- This report is provided as a management aid for the client’s internal
use only. This report may contain confidential or proprietary
information and may not be copied or redistributed to any party not
legally entitled to receive it.

% NEPC, LLC
-
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