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• Professional Staff Updates
– Elected into NEPC Partnership

• Timothy R. Bruce, Partner, Hedge Funds
– New Principals

• Richard J. Harper, CFA, CAIA, Principal, Senior Consultant
• Eric R. Harnish, Principal, Director of Private Markets Research
• Daniel V. Kelly, Principal, Chief Operating Officer
• Judy A. Murphy, Principal, Director of Organizational Development
• Sean P. Ruhmann, Principal, Senior Consultant, Private Markets

• Favorable Client Feedback
– 7th biennial client survey

• High marks in nearly every category
– Greenwich Associates annual plan sponsor survey

• Among our 10 largest competitors, NEPC:
– Ranked #2 overall in 2013 and ranked #3 or higher in ten of the past 11 years

• Industry Recognitions
– NEPC: 2013 aiCIO Industry Innovation Consultant Award
– NEPC Clients: 2013 aiCIO Industry Innovation Awards

• Winner in the Defined Contribution Plan category
– United Technologies (Robin Diamonte, CIO)

• Winner in the Public Pension Plan below $15 billion category
– San Bernardino County Employees’ Retirement Association (Don Pierce, CIO)

NEPC Updates

Greenwich Associates is an independent research firm.  Their ratings are not an endorsement of NEPC.
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• NEPC Research
– White Papers recently posted to http://www.nepc.com/research/

• When Did Defined Contribution Get So Complex? Outsourcing Certain Functions of Your
Defined Contribution Program (January 2014)
– Christine A. Loughlin, CFA, CAIA, Partner

• NEPC Survey on Hedge Fund Operations (November 2013)
– Bill Bogle, Partner; Erin Faccone, ODD Consultant; Lauren Walsh, ODD Analyst

• Shedding Light on the Future: Asset Allocation and Risk Management in a Post-Credit Crisis
World (November 2013)
– Erik Knutzen, CFA, CAIA, Chief Investment Officer; John Minahan, CFA, Senior Lecturer in Finance, MIT

• Quantitative Equity Hedge Funds: Revisiting Their Strengths (October 2013)
– Timothy O’Connell, Research Analysts; Asher Watson, Analyst; Timothy Bruce, Senior Research Consultant

• Third Quarter 2013 Market Thoughts

• Recent Events
– 2014 Market Outlook Webinar - January 23, 2014 at 2:00 PM EST

• Upcoming Events
– NEPC’s 19th Annual Client Conference – May 13-14, 2014 in Boston

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

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

estate lending

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

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

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

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

diversification of a portfolio

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

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

have come to light for some countries

NEPC 2014 Focused Actions for Public Funds

6



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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Source: Morningstar Direct

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

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

• Developed world growth outlook has improved despite fiscal drag

• US Fed taper will occur throughout 2014 with global implications

• Upward pressure on interest rates may have subsided

• Divergence in economic conditions broadens range of outcomes by country

NEPC 2014 Capital Market Observations

December 31, 2013
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Global Economic Divergence

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

• Valuation and yield levels offer
some compensation for current
uncertainty

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

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

Emerging Markets – Challenges and Opportunities

Source: Bloomberg as of 11/30

Source: Bloomberg as of 11/30

BoP
Challenged

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

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

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

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

• Private investments offer an illiquidity premium and higher return
expectation

Focus on Fixed Income – Investing in a Rising Rate Environment

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

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

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

December 31, 2013
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A Picture Is Worth Nine Hundred Words

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

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

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

Source: Barclays Live, *3-year Discount Margin

December 31, 2013
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Liquidity Profile of Credit Markets is Evolving

Source: JP Morgan

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

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

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

Source: Barclays Live

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

Sector Index 2008 2009 2010 2011 2012 2013 Jan 2014

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Source: Morningstar Direct

January 31, 2014
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Total Plan Performance Analysis

December 31, 2013

Equity Risk Allocation = 6 %
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Morgan Stanley Prime Property is estimated
Transwestern is based on preliminary manager statement
Post Advisory funds were invested into Guggenheim
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Morgan Stanley Prime Property is estimated
Transwestern is based on preliminary manager statement
Post Advisory funds were invested into Guggenheim
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What helped performance

– US equities had a strong fourth quarter, capping off a successful year for investors. A brighter
economic outlook and continued Fed stimulus drove returns higher through the year. Sectors that
were tied to the improving economy, such as consumer discretionary, healthcare, industrials, and
financials, outperformed; defensive, yield oriented sectors like telecommunications and utilities,
lagged. Small capitalization stocks outperformed large capitalization stocks in 2013 as a whole, but
large caps lead the way in the fourth quarter.

– T. Rowe returned 10.8%, Champlain returned 9.6% and the SSgA Russell 2000 Growth Strategy returned 8.2%

– Fears of the US hitting its debt ceiling and slowing growth in emerging markets initially pushed non-
US stocks lower. Market subsequently turned positive when Janet Yellen emerged as the favored
candidate to serve as the chairperson of the Fed. During the fourth quarter, European stocks returned
7.9%, outperforming the UK and Japan. Emerging markets’ equities trailed, posting gains of 1.9%
during the quarter.

– The International Equity Composite returned 7.1%, Aberdeen underperformed the index returning -0.5%

– Starting in November, as published data indicated moderate progress in the economy, investors began
piling into credit sectors and equities in an effort to seek protection from rising interest rates. In a
trend that continued through the year, lower-rated securities outperformed higher-quality issues
during the quarter.

– The VPIC High Yield Composite returned 2.9% for the fourth quarter, which trailed the return of the Barclays High Yield’s return
of 3.6%

– Hedge funds posted gains of 9.7% in 2013 according to the Dow Jones Credit Suisse Hedge Fund
Composite; returns totaled 4.2% in the fourth quarter compared to 10.5% for the S&P 500.

– VPIC’s Hedge Fund Composite returned 4.3% which outperformed the HFRI Fund of Funds Composite Index return of 3.5%

Table of Contents

December 31, 2013

Vermont Pension Investment Committee
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What hurt performance

– Fed policy and improvements in the domestic economy drove fixed income performance in the fourth
quarter and 2013. The reality of rising rates materialized in mid-December when the Fed announced
a $10 billion reduction in asset purchases. As a result, the most duration-sensitive sectors of the
bond market, that is, Treasuries and mortgage-backed securities, sold off.

– VPIC’S Diversified Fixed Income portfolio returned -0.6%, underperforming the Barclays Aggregate return of -0.1%

– Commodities posted losses of 9.5% in 2013, according to the Dow Jones UBS Index. That said, there
were significant divergences within individual market segments.

– Schroder’s held up better than the index in 2013 returning -8.4%, but underperformed in the fourth quarter returning -1.8%
vs the Dow Jones-UBS Commodity Index return of -1.1%

– The BlackRock TIPS portfolio lost 2% for the quarter, bringing the year’s losses to 8.6%.  The
breakeven spread, that is, the spread between nominal and real yields which serves as a proxy for
the market’s expectations for inflation, widened modestly to 2.24%.

– While the quarter was positive for the emerging markets index, Aberdeen underperformed its index.
– Aberdeen returned -0.5%, trailing the MSCI Emerging Market Index return of 1.8%

Total Plan Performance Analysis

December 31, 2013

Vermont Pension Investment Committee
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T. Rowe Price – Large Cap Core
– What Helped: Stock selection within the information technology sector had the largest 

positive impact on relative performance. Overweights in Red Hat, Autodesk, and Visa 
aided relative returns.

– What Hurt: The materials sector detracted from relative returns due to stock selection. 
Not holding DuPont and an underweight in Dow Chemical weighed on relative results.

SSgA S&P 500 Equal Weighted – Large Cap Core
– What Helped: Industrials had the highest quarterly return at 13.13%
– What Hurt: Utilities had the lowest quarterly return at 2.95%

SSgA S&P 500 Cap Weighted – Large Cap Core
– What Helped: Materials sector returns were .02% ahead of the index
– What Hurt: Telecommunication Services returned -.02% behind the index

SSgA S&P Mid Cap 400 – SMID
– What Helped: Consumer Staples returns were .03% ahead of the index
– What Hurt: Telecommunication services returns were -.10 below the index returns

Manager Performance Analysis

December 31, 2013

Vermont Pension Investment Committee
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Wellington – Small Cap Value Equities
– What Helped: Security selection was most favorable in the energy sector
– What Hurt: Stock selection was the primary source of underperformance for the quarter,

with selection within industrials and materials detracting most

Champlain – Mid Cap Core Equities
– What Helped: An overweight to the health care sector while holdings in this sector

outperformed
– What Hurt: Energy holdings underperformed slightly during the quarter

SSgA Russell 2000 Growth – Small Cap Growth Equities
– What Helped: Utilities holdings outperformed by 1.86%
– What Hurt: Telecommunication Services holdings underperformed by 0.22%

Acadian – Int’l Developed Equities
– What Helped: Stock selection in the U.K., Sweden and France added value.
– What Hurt: Country allocations yielded neutral results and opportunistic exposures to Brazil

and Canada detracted

SSgA – MSCI ACWI Ex-US
– What Helped: Russian Federation holdings outperformed the index by 1.14%
– What Hurt: Holdings in Switzerland underperformed the index by 0.60%

Manager Performance Analysis

December 31, 2013

Vermont Pension Investment Committee
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Mondrian – Int’l Developed Equities
– What Helped: Underweight Japanese yen and Australian dollar, stock selection in Switzerland

and Japan and an overweight position in the telecommunication services sector.
– What Hurt: Underweight to Japan, stock selection in the telecommunication services and

financial sectors and overweight position in the utilities sector.

Aberdeen – Emerging Market Equities
– What Helped: Holdings in Korea, Hungary, Russia and Mexico mitigated losses. South Korea’s

Samsung Electronics posted solid quarterly earnings.
– What Hurt: The underperformance was largely due to the overweight to Turkey which fell

sharply on political concerns, and our South African retail stocks which did badly.

Allianz – Core Fixed Income
– What Helped: As the debt-ceiling deadline approached, the VIX spiked to 21, its highest level

of the year. While short-lived, the higher implied volatility enabled the strategy to build
attractive range-bound positions for November and December expirations.

– What Hurt: A short-lived increase in the VIX to 16, amid speculation about the US Federal
Reserve’s plans to taper its monetary stimulus program.

Manager Performance Analysis

December 31, 2013

Vermont Pension Investment Committee
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PIMCO – Core Plus Fixed Income
– What Helped: Tactical exposures to Italian and Spanish sovereign bonds, an allocation to non-

Agency mortgages which benefited from limited supply and a recovery in the housing sector, 
exposure to Build America municipal bonds which benefitted from investor demand for attractive 
yields and modest exposure to high yield corporate bonds as spreads tightened amid risk-on 
sentiment

– What Hurt: An underweight to investment-grade corporate bonds which outperformed like-
duration Treasuries, a modest underweight to Agency mortgage-backed securities (MBS) as 
spreads narrowed and a modest exposure to Brazilian local interest rates as yields rose on 
inflation concerns

PIMCO - Unconstrained 
– What Helped: Securitized exposure, led by non-Agency MBS positions, exposure to select bonds in 

financial and industrials sector and municipal exposure
– What Hurt: U.S. government/rates, as losses from long positions via Treasuries/TIPS and 

eurodollar futures outweighed gains from duration-hedging interest rate swaps, short positioning 
in eurozone and Japanese duration, long duration positioning in Brazilian and Australian rates, 
corporate exposure, with losses on buy-protection positioning in credit default swap indicies

Schroders – Commodities
– What Helped: Best performing markets for the quarter were: natural gas 17.2%, zinc 10.8%, lead 

7.6%, soybean meal 7.2%, gasoline 6.7% and orange juice 6.7%
– What Hurt: Worst performing markets for the quarter were: wheat -11.2%, sugar -10.4%, silver -

8.7%, gold -6.5% and lean hogs -6.0%.
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KDP – High Yield Debt
– What Helped: Bond outperformance was the result of the higher quality holdings, which recovered 

from third quarter's interest rate driven weakness. The biggest industry contributors to positive 
performance this quarter were Integrated Telecom, E&P, Telecom-Wireless, Electric Generation, and 
Gaming. 

– What Hurt: Oil Field Equipment & Services was the only contributor of negative performance

Mondrian – Global Fixed Income
– What Helped: Positive for performance was the underweight to Japan and Canada as well as the 

overweight to Australia on a fully currency hedged basis and the overweight to Poland and  Mexico
– What Hurt: Underweight to the Eurozone, the peripheral markets in particular as well as the 

underweight to United Kingdom sterling detracted from performance over the quarter.

Wellington – Opportunistic Emerging Market Debt
– What Helped:  Underweighting to Venezuela, out of benchmark exposure in Slovenia, both an 

underweight country allocation and positive security selection in Turkey and positive security 
selection in Columbia

– What Hurt: Security selection in Brazil, lack of exposure to Lebanon, an index outperformer, both an 
underweight country allocation to Ukraine and negative security selection

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

Relative Value, International Contrarian Value, and Global Contrarian Equity were the largest sources 
of outperformance.

– What Hurt: Two strategies detracted from performance in the fourth quarter. Strategic European 
Equity was the primary detractor and Managed Futures posted modest losses over the period.
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Mellon Global Expanded Alpha I – Global Asset Allocation
– What Helped: Global stock/bond allocation added 147bps to performance
– What Hurt: Currency allocation detracted 122 bps from the quarter’s return

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

fundamentally weighted strategies, holdings in high yield credit strategies, as these bond sectors
gained value amid tightening spreads, allocations to Alternatives that seek returns by targeting
low-beta or market-neutral relative value exposures

– What Hurt: Modest allocation to real estate as U.S. REITS declined, and exposure to local
currency denominated EM bonds as yields rose and currencies declined vs. the U.S. dollar

Wellington OIF – Global Asset Allocation
– What Helped: European equities, exposure to small and mid-cap US equities, and an

underweight to the Japanese yen
– What Hurt: Gold mining stocks, real estate exposure, a short position in US retail tocks, and an

underweight to the US in aggregate detracted

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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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

December 31, 2013
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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

10/10/13: Onsite, 
update meeting at 
Acadian with Joshua 
White, Patrick 
McCafferty and Renee 
Hoffman

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

December 31, 2013
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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: No Action
n/a

10/30/2013: Meeting with 
Hugh Young and 
Nicholas Hadow in 
Aberdeen’s Singapore 
office to discuss 
emerging markets equity 
capacity and 
organizational issues.

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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Vermont Pension Investment Committee

165



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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Vermont Pension Investment Committee

166



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

December 31, 2013
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Source: Mellon Capital Management

Mellon Global Expanded Alpha I  (Global Asset Allocation)

December 31, 2013

Market Exposures

Equity Exposure 
Country Mellon % Index % Over %
Australia 14.6% 1.3% 13.3%

Brazil -0.6% 0.0% -0.6%

Canada 0.5% 1.9% -1.3%

China 0.5% 0.0% 0.5%

Emerging Markets 5.3% 5.2% 0.1%

France 5.6% 1.7% 3.9%

Germany 16.9% 1.7% 15.2%

Hong Kong 12.2% 0.5% 11.7%

India 0.2% 0.0% 0.2%

Italy 2.7% 0.4% 2.3%

Japan 10.4% 4.0% 6.4%

Mexico -0.4% 0.0% -0.4%

Netherlands 0.5% 0.5% 0.0%

Poland 0.1% 0.0% 0.1%

So. Africa -0.6% 0.0% -0.6%

So. Korea 1.2% 0.0% 1.2%

Spain -3.2% 0.6% -3.8%

Switzerland -5.4% 1.5% -7.0%

Taiwan -0.9% 0.0% -0.9%

Turkey 0.5% 0.0% 0.5%

United Kingdom -14.5% 4.1% -18.6%

United States 19.1% 24.6% -5.5%

Other 2.1% 2.0% 0.0%

Total 66.7% 50.0% 16.7%

Bond Exposure
Country Mellon % Index % Over %

Australia 16.7% 0.7% 16.0%

Canada 1.4% 0.8% 0.5%

Emerging Markets 4.9% 5.0% -0.1%

Europe ex UK -13.9% 6.4% -20.3%

International 10.1% 10.0% 0.1%

Japan -6.7% 2.7% -9.4%

United Kingdom -15.1% 1.1% -16.2%

United States 20.1% 17.2% 2.9%

Other 1.0% 1.0% 0.0%

Total 18.6% 45.0% -26.4%

Currency Exposure 
Country Mellon % Index % Over %
Australia 4.1% 1.1% 3.0%

Brazil 0.5% 0.0% 0.5%

Canada -14.9% 1.5% -16.4%

Chile -0.2% 0.0% -0.2%

Denmark 0.2% 0.2% 0.0%

Emerging Markets 10.2% 10.2% 0.0%

Euro 12.1% 6.6% 5.5%

Hong Kong 0.0% 0.0% 0.0%

India -0.5% 0.0% -0.5%

Indonesia 0.1% 0.0% 0.1%

Israel 0.2% 0.0% 0.2%

Japan 4.2% 3.4% 0.8%

Mexico -0.5% 0.0% -0.5%

New Zealand -0.5% 0.0% -0.6%

Norway -4.4% 0.2% -4.6%

Poland 0.1% 0.0% 0.1%

Russia 0.4% 0.0% 0.4%

So. Africa -0.5% 0.0% -0.5%

So. Korea 0.5% 0.0% 0.5%

Sweden 0.4% 0.5% -0.1%

Switzerland -29.9% 0.9% -30.8%

Taiwan 0.2% 0.0% 0.2%

Turkey -0.2% 0.0% -0.2%

United Kingdom 40.5% 4.0% 36.5%

United States 75.7% 70.3% 5.5%

Other 2.2% 1.1% 1.2%

Total 100.0% 100.0% 0.0%

Commodity and Cash Exposure
Mellon % Index % Over %

Commodity 4.9% 5.0% -0.1%
Cash 9.9% 0.0% 9.9%
Total 14.8% 5.0% 9.8%
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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 2013

Performance & Attribution – Calendar Years & Annualized as of 12/31/2013

December 31, 2013

Jul-13 3.86% 2.76% 1.10% 64 7 -7 31 4 6 5 110
Aug-13 -2.02% -1.33% -0.69% -29 -8 -24 -23 1 13 1 -69
Sep-13 2.83% 3.10% -0.27% 22 -30 -20 13 -9 0 -3 -27
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

Period
Strategy 
Return

Benchmark 
Return Alpha

Global 
Stock/Bond

Equity 
Country

Bond 
Country Currency

Benchmark 
Replication

Commodity 
Allocation Misc. Total Alpha

YTD 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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Mellon Global Expanded Alpha I  (Global Asset Allocation)

December 31, 2013
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PIMCO All Asset

December 31, 2013

Source: PIMCO
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Wellington Opportunistic Fixed Income

December 31, 2013

Source: Wellington

Characteristics

Regional AllocationSector Allocation

Top Relative Contributors and Detractors
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AQR Global Risk Premium Fund

December 31, 2013

Risk Allocation

Estimated Exposure Breakdown

Source: AQR
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Schroder Commodity

Sector Exposure

Historical Sector Asset Allocation

Current Asset Allocation

Source: Schroder
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Morgan Stanley Prime Property
-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

December 31, 2013
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UBS Trumbull Property Fund

December 31, 2013

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

December 31, 2013

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

States.
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GAM U.S. Institutional Diversity

December 31, 2013
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Grosvenor Institutional Partners, LP

December 31, 2013
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Permal Fixed Income Holdings N.V.

December 31, 2013
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US Economic Environment

Source: Bloomberg as of 12/31 Source: Bloomberg as of 11/30

Source: Bloomberg as of 12/21 Source: Bloomberg as of 11/30

Consumer confidence rose to 78.1 in December; the Case-
Shiller home price index (as of 9/30) rose to its highest level 
(150.92) since the financial crisis

Rolling 12 month CPI increased to 1.2% at November end; 
capacity utilization rose slightly to 79.0% in the month

GDP growth was revised upwards for the third quarter, to 
4.1%

Unemployment fell slightly to 7.0% in November; U-6 also 
decreased, to 13.2%
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Components of GDP

Source: Bloomberg as of 9/30 Source: Bloomberg as of 10/31

Source: Bloomberg as of 11/30 Source: Bloomberg as of 10/31

Corporate Profits as a percent of GDP remained near secular 
highs at 12.6% at Q3 end

The trade deficit decreased marginally in October

Retail sales rose to a 3.5% year-over-year growth rate in 
November

The inventory-to-sales ratio has remained mostly flat since 
early 2010 and closed at 1.29 in October
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Key Economic Indicators

Source: Bureau of Economic Analysis, Congressional Budget Office as of 7/1 Source: Bloomberg as of 11/30

Source: Bloomberg as of 11/30 Source: Bloomberg as of 11/30

US GDP relative to potential GDP rose slightly through Q2 
but remained near historic lows

Chicago Fed National Activity 3 Month moving average 
remained positive through November; indicating above 
average growth

The rolling percentage change in the Leading Economic 
Indicators index increased to 5.3% through November

The small business optimism index increased marginally to 
92.5 through November, up from 88.0 at year end
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Economic Environment – Monetary Policy and Banks

Source: Bloomberg as of 12/31
Source: Bloomberg as of 9/30; All calculations converted to USD *GDP figure reflects 

World Bank Euro Area GDP

Source: Bloomberg as of 12/31 Source: Bloomberg as of 12/31

Large economies continue easing, Japan to the extreme, 
while the ECB tightens

The Japanese Yen has weakened 21.4% relative to the US 
dollar in 2013; while the MSCI Japan TR Net Local Index 
returned 54.6%

Federal Reserve Bank balance sheets have increased in 2013 
while European Central Bank balance sheets have decreased 
significantly

Central bank assets worldwide have risen significantly since 
2008
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Looming Macro Uncertainties

Source: Morningstar as of 12/31 Source: Bloomberg as of 12/31

Source: Bloomberg as of 12/31 Source: Bloomberg as of 12/31
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S&P valuations rose in December remaining above the 10 
year and long term averages, which are nearly equal at 
about 16.35…

Market Environment – US Equity

Source: Bloomberg as of 12/31

Source: Shiller Data as of 12/31; Long term average dates to 1/1/1926Source: Bloomberg as of 12/31; Long term average dates to 1/29/1954 

Source: Bloomberg as of 12/31

…The cyclically adjusted Shiller PE Ratio however is above 
the long term average of 17.55 and slightly above the 10 
year average of 23.04

The VIX rose 0.1% in December; the S&P 500 rose 2.5% on 
the month
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US Stock Market Performance

Source: Bloomberg as of 12/31 Source: Bloomberg as of 12/31

Source: Bloomberg as of 12/31 Source: Bloomberg as of 12/31

Large value stocks have marginally outperformed large 
growth in 2013

Domestic equity has outperformed international equity in 
2013

Industrials and Consumer Discretionary have led all sectors 
YTD as telecom and utilities lagged in December but are still 
positive on the year

Small cap has outperformed large cap in 2013
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Non-US Stock Performance

Source: Bloomberg as of 12/31 Source: Bloomberg as of 12/31

Source: Bloomberg as of 12/31 Source: Bloomberg as of 12/31

YTD 3-Mo 1 Yr. 3 Yr. Ann.
Europe ex UK 24.6% 7.9% 24.6% 6.5%
United Kingdom 16.2% 6.7% 16.2% 6.5%
Japan 24.9% 2.1% 24.9% 3.4%
Pacific Ex Japan 1.5% -0.4% 1.5% 0.5%
Canada 3.3% 3.5% 3.3% -1.9%
USA 29.9% 9.7% 29.9% 13.8%

YTD 3-Mo 1 Yr. 3 Yr. Ann.
Euro -4.2% -1.6% -4.2% -0.9%
Japanese Yen 17.6% 6.7% 17.6% 8.3%
British Pound -1.9% -2.3% -1.9% -2.0%
Canada 6.6% 3.0% 6.6% 2.0%
Australia 14.2% 4.3% 14.2% 4.5%

YTD 3-Mo 1 Yr. 3 Yr. Ann.
MSCI EAFE (Local) 26.9% 6.4% 26.9% 9.4%
MSCI EAFE (USD) 22.8% 5.7% 22.8% 8.2%
Currency Impact -4.1% -0.6% -4.1% -1.2%

US Dollar Return vs. Major Foreign Currencies
(Negative = Dollar Depreciates, Positive = Dollar Appreciates)

Currency Impact on Developed Mkt. Returns
(Negative = Currency Hurt, Positive = Currency Helped)

Developed Market Equity Returns (U.S. Dollars)
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Emerging Markets Valuation
MSCI EM MSCI EM Small Cap

PE Ratio 11.83 22.98

PE Historical Avg 14.47 18.13

PB Ratio 1.51 1.29

Historical Avg 1.53 1.27

PS Ratio 0.99 0.74

Historical Avg 1.12 0.73

Emerging Markets

- MSCI EM PE, PB, and PS Ratios are below historical 
averages
- MSCI EM Small Cap PE is above, while PB and PS Ratios 
are in line with historical averages

Source: Bloomberg as of 12/31 Source: Bloomberg as of 12/31

Source: Bloomberg as of 12/31 Source: Bloomberg as of 12/31

YTD 3-Mo 1 Yr. 3 Yr. Ann.

Brazilian Real 13.2% 6.1% 13.2% 11.1%

Russian Ruble 7.1% 1.7% 7.1% 2.5%

Indian Rupee 11.4% -1.1% 11.4% 10.3%

Chinese Renminbi -2.9% -1.1% -2.9% -2.9%

Singapore Dollar -0.9% -0.2% -0.9% -0.9%

Hungarian Forint -2.0% -1.5% -2.0% 1.3%

Turkish Lira 17.0% 6.0% 17.0% 10.5%

Mexican Peso 1.4% -0.4% 1.4% 1.9%

So. African Rand 19.4% 4.6% 19.4% 14.2%

So. Korean Won -1.0% -2.2% -1.0% -2.2%

US Dollar Return vs. Major EM Currencies
(Negative = Dollar Depreciates, Positive = Dollar Appreciates)
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Market Environment – Emerging Markets

Source: Bloomberg as of 12/31 Source: Bloomberg as of 12/31

Source: Bloomberg as of 12/31 Source: Bloomberg as of 12/31

The MSCI EM PE Ratio remains below its long term average MSCI EM Rolling 12-Month excess returns relative to MSCI 
World are at the lower bound of historical data

Projected GDP growth rates have continued to decline in 
emerging market countries

Currencies of BoP challenged countries (Brazil, India, 
Indonesia, Turkey, and South Africa) have depreciated 
significantly relative to currencies of other EM countries
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Market Environment – Interest Rates

Source: Bloomberg as of 12/31 Source: Citigroup as of 11/30

Source: US Treasury as of 12/31 Source: Bloomberg as of 12/31

Fed Funds rate remained at 0.25% while the 10 Yr. Treasury 
Yield finished December at 3.03%

The Citi Pension discount rate fell to 4.92% through 
November

Bond yields across the globe have mostly risen in 20130.0%
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Fixed Income Performance

Source: Barclays as of 12/31 Source: Barclays, Bloomberg as of 12/31

Source: Barclays as of 12/31 Source: Barclays as of 12/31

20%

15%

10%

5%

0%

5%

10%

1 3 Yr. Trs.3 5 Yr. Trs. 7 10 Yr.
Trs.

25+ Yr.
Trs.

Core High Yield Global
Bond

EMD

Fixed Income Returns

3 Month

YTD

0

200

400

600

800

1000

1200

1400

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Ba
si
sP

oi
nt
s

Corporate Spreads

Aa

A

Baa

Ba

18%

16%

14%

12%

10%

8%

6%

4%

2%

0%

2%

WGBI US UK Japan Canada Australia JPM EMBI

Global Bond Returns

3 Month

YTD

7%

6%

5%

4%

3%

2%

1%

0%

1%

2%

3%

Treasuries Agencies MBS ABS Inv.Gr. Corp. Inter. Corp. Long Corp.

Investment Grade Sector Returns

3 Month

YTD

Vermont Pension Investment Committee

December 31, 2013

246



Market Environment – Commodities

Source: Bloomberg as of 12/31

Source: Bloomberg as of 12/31Source: Bloomberg as of 12/31

Source: Bloomberg as of 12/31

Corn prices finished December down at $4.01 per bushelOil prices finished November up at $98.42 per barrel

Gold prices finished December down at $1205.65 per ounceMany commodity futures’ prices are contagoed, meaning a 
higher forward price is expected relative to the current spot
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# Of Portfolios/Observations1

Allocation Index3

Asset Allocation Effect2 - 

Agency Bonds (Agencies)3

Asset Backed Securities (ABS)3

Attribution3

Average Effective Maturity4

Batting Average1

Brinson Fachler (BF) Attribution1

Brinson Hood Beebower (BHB) Attribution1

Corporate Bond (Corp) 4

Correlation1
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Coupon4 – 

Currency Effect1

Derivative Instrument3

Downside Deviation1

Duration3

Equity/Debt/Cash Ratio1

Foreign Bond3

Hard Hurdle5

High-Water Mark4

Hurdle Rate4

Interaction Effects2

Median3

Modified Duration3

Mortgage Backed Securities (MBS)3

Municipal Bond (Muni) 4

Net Investment Change1

Performance Fee4
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Policy Index3

Price to Book (P/B)4

Price to Earnings (P/E)3

Price to Sales (P/S)4

Return on Equity (ROE)4 - 

Selection (or Manager) Effect2

Soft Hurdle rate5 –

Tiered Fee1

Total Effects2

Total Return1

Universe3

Upside Deviation1

Weighted Avg. Market Cap.4

Yield (%)3

Yield to Maturity3
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Alpha 

Alpha Jensen

Annualized Excess Return over Benchmark 

Annualized Return

Beta

Information Ratio

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

R-Squared

Sharpe Ratio

Sortino Ratio 

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

Data Source: InvestorForce

Standard Deviation

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

Tracking Error 

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

Treynor Ratio 

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

Up/Down Capture Ratio

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

DownsideCapture = TotalReturn(FundReturns)/TotalReturns(BMReturn) when 
Benchmark <0 

251



• Past performance is no guarantee of future results.

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

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

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