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Market Performance 

First Quarter 2017 

Performance Summary 

Quarter in Review 

Market Performance 

1 Year 

Source: Standard & Poor's, Russell, MSCI Barra, NAREIT, Bloomberg Source: Standard & Poor's, Russell, MSCI Barra, NAREIT, Bloomberg 
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Annual GDP Growth

Macro Environment  

Economic Review 

World Economic Growth 
(Forecasts as of March 2017) 

Source: Bureau of Economic Analysis 

Source: Bloomberg 

 The first quarter of 2017 saw a synchronized improvement in growth

across both developed and emerging market economies.  Austerity is

giving way to more pro-cyclical fiscal policy stances and deflationary

fears are receding.

 The US economy added an average of 178k jobs per month in the first

quarter, down slightly from the 187k pace during 2016. The

unemployment rate continued its downward trend falling from 4.7% to

4.5% in the first quarter. With the economy near full employment, the

pace of growth is likely to slow. Over the past year, average hourly

earnings have risen by 2.7%. Economists forecast GDP growth of 2.2%

in 2017, an improvement from 1.6% growth in 2016.

 Eurozone GDP growth of 1.8% for 2016 was in-line with the growth rate

for the US, and data has surprised to the upside thus far in 2017. The

primary risks to the growth outlook for 2017 appear to be political in

nature.  The British government triggered Article 50 in March, beginning

a 2-year negotiation window for their exit from the EU.  Additionally,

surprises in French and German elections later this year could present

risks to the current recovery.

 In Japan, GDP grew by 1.0% in 2016, similar to growth rates seen in

recent periods.  Net exports were a tailwind to growth, reflecting a

weaker yen and sluggish domestic demand. Markets continue to expect

a coordination of monetary and fiscal policies (i.e. helicopter money).

 The growth outlook for emerging market economies appears to be

strengthening. Higher commodity prices, improving export growth,

structural reforms, falling inflation and more pro-cyclical interest rate

policies have provided positive contributions.  While anti-trade

sentiment and a rising US dollar remain risks, emerging market

economies appear better prepared to handle these potential headwinds

than a couple of years ago.2.2 
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Macro Environment  

Currencies 

Performance of Foreign Currencies versus the US Dollar 

Source: Bloomberg 

Source: Bloomberg 

Currency Valuation versus US Dollar 
(Based on Relative PPP) 

Undervalued relative to the dollar 

Overvalued relative to the dollar 

 The dollar weakened during the first  quarter, giving back a portion of its

post-election gains. The Dollar Index (DXY) declined 1.8% during the

first quarter, but it is up 6.1% over the past year.  The dollar weakened

early in the quarter on comments from President Trump and later in the

quarter on the possibility that fiscal stimulus may run into Congressional

gridlock.  Additionally, the FOMC’s future rate hike projections

remained unchanged following the March increase.

 The euro gained 1.3% against the dollar during the first quarter, as an

improving growth outlook for the Eurozone could lead to less

accommodative monetary policies.  During the past 12-months, the

euro has declined by 6.4% relative to the dollar.

 The Japanese yen rebounded from a difficult fourth quarter to post a

5.0% gain versus the dollar during the first quarter. Over the past year,

the yen has seen significant swings, but performance over the full

period was mostly flat, as the yen gained 1.1% against the dollar.

 Following significant declines in 2014 and 2015, emerging market

currencies generally stabilized in 2016, and appreciated in the first

quarter of this year. EM currencies benefited from stronger domestic

conditions.

 The Mexican peso was one of the worst performing currencies of 2016,

declining 16.7% against the dollar over concerns about the Trump

administration’s views on trade. It rebounded 10.7% relative to the

dollar during the first quarter, with most of the movement seen in March

on hopes that Trump’s trade policies will be less protectionist than

expressed during the campaign.

 Relatively high US yields should provide support to the dollar over the

short-term. Over the longer-term, rich valuations, the current account

deficit and relatively high inflation could eventually weigh on the

greenback against other major currencies.
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Style and Capitalization Market Performance 

Asset Class  

US Equities – Style, Sector, Cap Performance 

Sector Performance 

Source: Standard & Poor's, Russell, Bloomberg 

Source: Datastream 

Broad Market 

 US equities posted a strong start to 2017 with steady gains through the

first two months of the year in anticipation of tax and regulatory reform.

The momentum slowed in March as uncertainty surrounding the

implementation of these reforms grew.

Market Cap 

 Large Caps: The S&P 500 returned 6.1% during the first quarter and

17.2% over the past 1-year.

 Mid Caps: The Russell Midcap Index returned 5.1% during the first

quarter.  The index has returned 17.0% during the past 12-months,

slightly trailing large-caps.

 Small Caps: Small-cap stocks returned 2.5% for the quarter, bringing

their 1-year return to 26.2%.

Style 

 Value vs. Growth: Growth outperformed value across all market

capitalizations during the first quarter. Large-cap growth stocks were

the best performing style, with the Russell 1000 Growth index returning

8.9% during the quarter.

 For the quarter, growth factors generally outperformed, while

momentum and value factors lagged.

Sector 

 Most sectors were positive during the first quarter. Technology stocks

performed particularly well, returning 13.1%. Health care and consumer

discretionary stocks also posted solid gains, returning 8.6% and 8.2%,

respectively.  Energy and telecom were the only sectors to produce

negative returns during the first quarter, declining 6.6% and 3.4%,

respectively.
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US Equities – P/E Ratio 

Asset Class  

US Equities – Valuation Review 

US Equities – Estimated Equity Risk Premium1 
Versus Long-Term Treasuries  

Source: MSCI, Bloomberg, Mercer 

1 Definitions: 

Shiller’s P/E = Current  MSCI US price/average 10-year real earnings 

Normalized P/E = Current S&P 500 price/(current trailing twelve month sales * 6.6% profit margin) 

Equity Risk Premium = Earnings yield (1/PE) minus the real yield on long-term Treasuries 

Source: MSCI, Bloomberg, Mercer 

 The P/E ratio on the MSCI US index rose slightly to 23.9 during the first

quarter as gains on US stocks were partially offset by improved

earnings. The cyclically-adjusted P/E based on 10-year average

earnings (Shiller’s methodology) increased from 24.6 to 25.4, which is

above the long-term median P/E of 19.6.

 The valuation case for equities relative to bonds worsened during the

fourth quarter. Our estimate of the prospective equity risk premium on

the MSCI US index declined from 2.7% to 2.6%. This was driven by

higher equity valuations, as the long-term real Treasury yield was

virtually unchanged.

 US equity markets benefited from encouraging economic reports

during the quarter, as well as the anticipation of tax reforms,

infrastructure spending, and deregulation under the Trump

administration.  While expectations for the administration have waned

since the unsuccessful attempt at healthcare reform, the overall

economy appears to remain healthy.

 While job growth is showing some signs of a potential slowdown, the

overall labor market remains strong.  Most observers agree that the US

economy is nearing full employment, with the unemployment rate

currently at 4.5%. At the current pace of jobs gains, labor market

conditions could become tight in the coming quarters, increasing

pressures on wages. Absent a rebound in productivity growth, this

could be a headwind for corporate profits.

 While US equities remain rich on an absolute basis, they are more

reasonably priced relative to the low yields offered by high quality

bonds.

0

5

10

15

20

25

30

35

40

45

50

1
9
7
9

1
9
8
2

1
9
8
5

1
9
8
8

1
9
9
1

1
9
9
4

1
9
9
7

2
0
0
0

2
0
0
3

2
0
0
6

2
0
0
9

2
0
1
2

2
0
1
5

Shiller P/E

TTM P/E

-4

-2

0

2

4

6

8

10

12

14

1
9
5
3

1
9
5
6

1
9
5
9

1
9
6
2

1
9
6
4

1
9
6
7

1
9
7
0

1
9
7
3

1
9
7
5

1
9
7
8

1
9
8
1

1
9
8
4

1
9
8
6

1
9
8
9

1
9
9
2

1
9
9
5

1
9
9
7

2
0
0
0

2
0
0
3

2
0
0
6

2
0
0
8

2
0
1
1

2
0
1
4

2
0
1
7

(%
) 

 
8



Mercer Investment Consulting, Inc.
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Asset Class  

International Equities – Performance Review 

Global and International Equity Performance 

Developed Country Performance 

Emerging Market Performance 

Source: MSCI, Bloomberg 

Source: MSCI, Bloomberg 

Source: MSCI, Bloomberg 

 Global equities posted solid returns during the first quarter, led by

emerging market equities. The MSCI ACWI index increased 6.9%

during the first quarter, leaving the 1-year return at 15.0%.

 Global small cap equities rose 6.0%, underperforming global large

cap equities by 90 basis points during the first quarter. Over the past

12-months, global small caps have outperformed large caps by 250

basis points.

 International developed stocks posted solid gains during the first

quarter. In $US terms, the MSCI EAFE index appreciated 7.3%, leaving

its 1-year return at 11.7%. In local currency terms, the MSCI EAFE

Index returned 4.7% during the quarter, lifting its 1-year return to

18.0%. Both European and Japanese stocks saw gains in $US terms

during the first quarter. The MSCI Europe index rose 7.4% in $US, and

gained 8.0% in local currency terms.  The MSCI Japan index gained

4.5% in $US, but fell 0.2% in local currency terms.

 International small cap equities outperformed international large

caps during the first quarter, returning 8.0%. Over the past 12-months,

the MSCI EAFE Small Cap index returned 11.0%, underperforming

large caps by 0.7 percentage points.

 Emerging market stocks posted strong gains during the first quarter,

returning 11.5%.  Emerging market stocks have returned 17.2% over the

last 12 months. European / Middle Eastern emerging markets acted as a

drag on performance, returning 1.5% for the quarter.  Meanwhile, Asian

and Latin American emerging markets returned 13.4% and 12.1%,

respectively. Latin American stocks are the best performer over the past

year, benefiting from the recovery in commodity prices.
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Global Valuations 

Asset Class  

International Equities – Valuation Review 

Valuation of MSCI Emerging Markets to MSCI World 
(Based on Average of P/E, P/B and P/CF) 

Source: MSCI, Bloomberg 

Source: MSCI, Bloomberg 

Median for the longest period available 

Median since 2003 

 European equity valuations are expensive by historical standards,

trading at 22x trailing earnings. However, valuations look more

reasonable on a cyclically-adjusted basis with a P/E of 17.5.  European

earnings should be stronger, given respectable GDP growth, limited

wage pressures and accommodative monetary policies.  The downside

risks appear to be mainly political in nature, with upcoming Brexit

negotiations for the UK, and elections in France and Germany.

 Japanese stocks appear reasonably valued, trading at 17x trailing

earnings. Analysts project solid earnings growth in 2017, and more

than 70% of firms have raised their forward guidance.  Stronger global

growth and more stable EM conditions should help, although the Q1

rise in the yen and potential protectionist measures are risks.

 Emerging market valuations are reasonable with a 14.9 trailing P/E, in-

line with the historical median. Based on a mix of valuation measures,

emerging market stocks trade at a 30% discount to developed market

stocks, which is larger than the historical median.  This gap could

narrow if macro conditions remain favorable. Stronger global growth,

accelerating exports, better domestic conditions and more supportive

monetary and fiscal policies should lead to higher earnings.

Additionally, with profitability near cyclical lows, firms have significant

capacity for margin expansion.  Analysts are optimistic, forecasting

double-digit growth over the next year.  Risks to the earnings outlook

include a decline in commodity prices or  a rise in protectionism, which

would weigh on exporters.
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Treasury Yield Curve 

Asset Class  

Fixed Income – Interest Rates and Yield Curve 

Bond Performance by Duration 

Source: Federal Reserve 

Source: Barclays, Bloomberg 

 Interest rates saw only modest changes during the first quarter,

following significant increases during the fourth quarter of 2016.  The

largest moves during the quarter were at the short end of the curve,

with yields on 3-month and 1-year Treasuries rising by 25 basis points

and 18 basis points, respectively. Rates were largely unchanged at the

long end of the curve, with 10-year and 30-year Treasury yields

declining by 5 basis points and 4 basis points respectively.  The

changes at the short end of the curve reflected the 25 basis point

increase in the Fed Funds rate following the March meeting.  FOMC

members project two additional rate hikes in 2017, a position that was

generally considered dovish by market participants.

 In both January and March, the ECB held rates at current levels.  As

announced in 2016, the ECB intends to reduce the pace of its monthly

asset purchases in April 2017 from 80 billion to 60 billion euros per

month.  The BOJ also left monetary policy unchanged in its January

and March meetings, and will continue to target a 0% interest rate on

10-year government bonds.

 Monetary policy divergence is likely to continue, as Fed tightens while

the ECB and BOJ continue to ease.  Any material changes in monetary

policy could drive asset price volatility.

 US Bonds produced positive results during the first quarter, despite the

Fed rate hike. The Bloomberg Barclays Aggregate Bond Index rose

0.8% for the quarter, leaving its 1-year return at 0.4%.

 Long-Duration Bonds generally outperformed shorter-duration bonds,

given a modest decline in yields at the long end of the curve. The

Bloomberg Barclays Long Treasury Index and the Bloomberg Barclays

Long Corporate Index both returned 1.4% during the first quarter.  Over

the past 1-year, long corporate bonds have outperformed long Treasury

bonds by 10.3 percentage points.

 TIPS rose by 1.3%, outperforming Treasuries as inflation breakeven

rates rose. The inflation breakeven on 10-year TIPS increased by 2

basis points to 1.97%. Real yields on TIPS remain positive, with the

real yield on 5-year TIPS rising by 7 basis points to 0.16%.
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Credit Spreads 

Asset Class  

Fixed Income – Credit and Non-US Bonds 

Source: Barclays 

Sector, Credit, and Global Bond Performance 

Source: Barclays, Citigroup, JP Morgan, Bloomberg 

 The yield on investment-grade corporate bonds fell by 4 basis points

during the quarter to 3.3% and the credit spread to Treasuries fell by 5

basis points to 1.2%.

 The yield on high yield bonds fell by 28 basis points to 5.8% during the

quarter and the credit spread fell by 26 basis points to 3.8%. The credit

spread remains well below the long-term median level of 4.8%, having

fallen by 280 bps since the start of 2016.

 US Treasuries gained 0.7% during the first quarter as yields rose by 2

basis points. The Bloomberg Barclays Treasury Index has declined by

1.4% over the past 12-months.

 US corporate bonds gained 1.2% during the first quarter.  Corporate

bonds outperformed Treasuries by 55 basis point during the quarter

quarter and by 4.7 percentage points over the past 12-months.

 US MBS, CMBS and ABS saw modest, but positive, results during the

quarter. US CMBS performed best, returning 0.9%, while US ABS and

MBS both gained 0.5%.

 High yield bonds produced another solid quarter, returning 2.7% as

credit spreads continued their decline. Over the past year, high yield

bonds returned an impressive 16.4%, outperforming global equities.

 Global bonds posted positive results, returning 1.6% during the first

quarter. However, over the past 12-months, the Citigroup World

Government Bond Index has declined 3.7%.

 Emerging market debt (local currency) saw strong returns during the first

quarter, as the index returned 6.5%. During the past year, emerging market

debt (local) has returned 5.5%.

0

2

4

6

8

10

12

14

16

18

20

0

1

2

3

4

5

6

7

1
9
9
0

1
9
9
1

1
9
9
2

1
9
9
3

1
9
9
4

1
9
9
5

1
9
9
6

1
9
9
7

1
9
9
8

1
9
9
9

2
0
0
0

2
0
0
1

2
0
0
2

2
0
0
3

2
0
0
4

2
0
0
5

2
0
0
6

2
0
0
7

2
0
0
8

2
0
0
9

2
0
1
0

2
0
1
1

2
0
1
2

2
0
1
3

2
0
1
4

2
0
1
5

2
0
1
6

2
0
1
7

(%
) 

OAS to Treasuries I/G Corporates - left scale

OAS to Treasuries MBS - left scale

High Yield Bond Credit Spread - right scale

Average 

2.7 

0.9 

1.3 

1.2 

1.3 

0.7 

0.5 

0.8 

0.8 

0.5 

3.8 

1.6 

16.4 

0.6 

1.5 

3.3 

3.0 

-1.4 

0.2 

0.4 

0.1 

1.2 

7.4 

-3.7 

-10 0 10 20

Bloomberg Barclays High Yield

Bloomberg Barclays CMBS

Bloomberg Barclays US TIPS

Bloomberg Barclays Corporate

Bloomberg Barclays Credit

Bloomberg Barclays Treasury

Bloomberg Barclays MBS

Bloomberg Barclays Aggregate

Bloomberg Barclays Agency

Bloomberg Barclays ABS

JP Morgan EMBI

Citi WGBI

Returns (%) 

Quarter

1 Year

 
13



Asset Class  

Alternatives – Performance Review 

Real Asset Performance 

Hedge Fund Performance 

Source: HFR 

Source: NAREIT, Dow-Jones, UBS, Goldman Sachs 

 REITs saw a modest rebound during the first quarter, as long-term

interest rates were largely unchanged. US REITs rose 2.5% during the

first quarter, leaving returns over the past year at 5.3%. Global REITs

returned by 2.3% during the quarter and have gained 1.9% over the

past 12 months.

 Commodities generally saw declines during the first quarter, as the

price of oil declined on higher than expected US crude oil inventories.

The Bloomberg Commodity Index fell 2.3% during the quarter, but

remains up 8.7% over the past year. The energy heavy S&P GSCI

Commodity Index declined 5.1% for the quarter, but is up 8.4% over

the last 12 months. The S&P North American Natural Resources

Sector Index fell 4.3% during the first quarter.  The index remains up

17.9% over the past year.

 Hedge fund of funds gained 2.0% during the first quarter, bringing its

1-year return up to 5.9%. Returns across most strategies were positive

for the quarter. Event-driven strategies continued to perform well,

returning 2.2% during the quarter and 13.8% over the past year.

Distressed/restructuring strategies returned 1.4% for the quarter and

are up 18.7% over the past 12-months. The HFRI Equity Hedge Index

returned 3.6% for the quarter and 5.5% over the last year. Macro

strategies saw slight declines during the first quarter, with the HFRI

Macro Index declining 0.1%.
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Executive Summary 

 

 

Mercer Investment Consulting, Inc. 

Fund Changes/ Performance Updates 

 

Domestic equities continued their rise during the first quarter, as a result of strong economic reports and continued investor optimism.  The Russell 3000 Index gained 5.7% during 

the quarter, and has posted positive results in 16 of the last 17 quarters.  In a reversal from 2016, larger capitalization equities outpaced their smaller counterparts and growth 

oriented securities significantly outpaced value.  The spread between growth and value was evident across all market capitalizations, although it was most pronounced in large cap 

equities (560 basis points).  The growth oriented information technology and consumer discretionary sectors led the market, while industrials and financials pulled back from their 

fourth quarter rally, as investors feared the new administration would not be able to implement infrastructure spending and tax reforms.  Active management rebounded to start the 

year after a difficult 2016, as a majority of domestic indices ranked in the bottom half of their respective peer group universes.  Active managers benefited from the rebound in 

growth oriented securities and the rally within the information technology sector.   

 

International equities gained 7.2% during the quarter, which outpaced domestic equities by 150 basis points.  International equities were led by the European region, despite the 

political uncertainty in the EU and the implications of the Brexit.  Similar to domestic equities, growth oriented securities outperformed value internationally, although the spread was 

more narrow (250 basis points).  Emerging markets equities rallied during the first quarter despite a 9% decline in the price of oil.  Emerging market equities benefited from faster 

than expected trade growth and strong capital inflows.  The growth outlook for emerging markets has improved due to higher commodity prices, export growth, and structural 

reform.   

 

Interest rates moves were moderate during the quarter, with the largest change coming at the short end of the curve as a result of the 0.25% federal funds rate increase that 

occurred in March.  Spread sectors generally outperformed Treasury securities, as corporate spreads slightly narrowed.  Similar to emerging market equities, emerging market debt 

was the top performing fixed income segment during the quarter, benefiting from the US dollar depreciation along with capital inflows.   

 

The State of North Carolina Supplemental Retirement Plan had a strong first quarter, as all funds posted positive results and eight of the nine active funds outperformed their 

respective indices.  Investors rotated back into larger capitalization, growth oriented securities and this was beneficial for the Large Cap Growth Fund, which returned 11.1% and 

ranked in the top quartile of the peer group universe.  The Large Cap Growth Fund struggled in 2016, as more defensive, dividend oriented securities led the market.  Concentrated 

growth manager Sands drove the outperformance of the Fund over the quarter, as its overweight to and strong security selection within the information technology sector aided 

results.  The Mid/Small Cap Value Fund was the top relative performer during the quarter, driven by Earnest, who outperformed the Russell 2500 Value Index by 510 basis points 

and ranked in the 2nd percentile of the peer group universe.  Earnest tends to let its winners run and will have a much larger capitalization bias relative to the index, which was 

extremely beneficial during the first quarter.  The Mid/Small Cap Growth Fund was the only Fund that posted negative relative results during the quarter, as both underlying 

managers trailed the Russell 25000 Growth Index.  International equities rallied during the first quarter and similar to domestic equities, growth oriented securities outperformed.  

This was beneficial for Ballie Gifford, whose growth oriented investment strategy outperformed the MSCI ACWI ex US by 160 basis points and drove the outperformance of the 

International Equity Fund.  The Global Equity Fund outperformed the MSCI ACWI benchmark by 90 basis points, aided by the Fund’s underweight to the underperforming US 

region.  The Fixed Income Fund outperformed the Bloomberg Barclays Aggregate benchmark by 40 basis points, driven by the outperformance of Prudential.  Spread sectors 

generally outperformed Treasury securities during the first quarter, which aided Prudential.  Additionally, Prudential’s out of benchmark exposure to high yield debt was a 

contributor, as high yield spreads continued to compress.  TCW replaced JPMorgan during the quarter and took over the portfolio on January 4, 2017.   
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Mercer Investment Consulting, Inc. 

Additional Manager Analysis  
 
Baillie Gifford (Manager 1Q Return vs. Benchmark) 

Baillie Gifford returned 9.6% which outperformed the benchmark by 160 basis points and ranked in the top quartile of its peer group universe.  Baillie Gifford utilizes a bottom-up 

approach, based on fundamental research, with a focus on identifying quality growth stocks that have an identifiable competitive advantage.  The strategy seeks stocks that can 

sustain above average growth in earnings and cash flow.  The strategy focuses on a longer-term approach and will generally have lower turnover.  Baillie Gifford has a team of 

regional and global sector research analysts who work with their internal portfolio construction group that takes the best ideas and places them in a holistic international context.  

During the quarter, international equities outperformed domestic equities, driven by stronger than expected growth and US dollar depreciation.  Investors rotated back into growth 

securities internationally and this was beneficial for Baillie Gifford given their investment process.  Baillie Gifford’s growth orientation is evident in the strategy’s information 

technology positioning, which is nearly double that of the benchmark.  This overweight position to the information technology and consumer discretionary sectors drove relative 

results during the quarter.  Additionally, having no exposure to the weak performing energy sector was beneficial, as oil prices declined by 9%.  Baillie Gifford remains focused on 

their fundamental bottom-up process but will keep an eye on European elections that will be important for the future of the Eurozone.  Over the trailing-year, the strategy 

outperformed the benchmark by 210 basis points and ranked in the top quartile of the peer group universe.   

 
Manager Updates  
 

We were recently informed by Delaware Investments (Delaware), that the Large Cap Value Focus strategy recently hit $30 billion.  As a result, they have closed the strategy to 

new investors; however, existing accounts are permitted to add incrementally to their positions.  We are not recommending any change in strategy rating. We view Delaware’s 

recent closing of the Large Cap Value Focus strategy as consistent with our expectations (approximately $28 billion of capacity; note that market appreciation also marginally 

contributed to the asset growth).  As a result, we are pleased to see that Delaware has closed the strategy to new investors.   

 
On March 14, 2017 we were informed by Delaware Investments that their firm will adopt the name of its parent and become Macquarie Investment Management (MIM), to reflect 
the firm’s global investment capabilities.  The change will be effective March 31, 2017. The news that Delaware Investments will adopt the name of its parent and become 
Macquarie Investment Management (MIM) does not come as a complete surprise to us given that Delaware, through the course of our various manager meetings with teams over 
the past few months, has been hinting at the prospect of increasing integration with their parent.  The intent of the integration is to leverage the breadth of the firm’s infrastructure 
and other resources on global basis.  Our view of the business does not change since Delaware remains committed to the multi-boutique structure, and its approach to managing 
client assets, will not change.  Delaware has further committed to the retained independence of their investment teams.    
 
On April 12, 2017, Loomis Sayles announced that Robert J. Blanding, Chairman, will retire effective May 1, 2017. Effective May 1, 2017, Kevin Charleston, CEO and President, will 
assume the Chairman role.  We do not recommend any rating changes as a result of this announcement. We have been aware of this succession plan (see news items dated April 
2014 and March 2015) and believe this is a natural progression of Charleston’s responsibilities.  

 
Mercer met with Mondrian to review their international equity strategy at their London office.  We are maintaining our A rating on Mondrian’s International equity strategy as a 

result of the meeting. We continue to have high conviction in the investment philosophy, underpinned by a disciplined research and implementation process and a stable business 

environment that encourages staff retention.  
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Executive Summary 

Mercer Investment Consulting, Inc. 

Mercer met with PIMCO to review their Inflation Response Mult-Asset Fund.  We are positive on the Inflation Response Multi-Asset Fund (IRMAF) and we believe it has an above 

average chance of meeting its performance objective, i.e., to deliver 3-4% in excess returns (before fees) over a custom index of assets that target a high inflation beta. The 

strategic components appear well thought out, and the underlying investment sleeves are based on active strategies, which we generally like. Weaknesses include the fact that 

PIMCO remains opaque with regards to performance attribution, as well as about the capacity of the strategy and their ability to trade in the US TIPS market, which can be illiquid 

at times.  As a result of the meeting, we maintained the “B+” rating on the strategy.   

Mercer met with Prudential to discuss their Core Plus Fixed Income strategy.  Prudential offers an experienced investment team with state of the art risk management systems. 

The team is well rounded and experienced in all sectors of the market. The firm boasts a cohesive team, with a notable level of collaboration between portfolio managers and 

analysts. The spread exposure is concentrated into structured product, corporates and high yield/emerging markets. The non-benchmark sector allocation is well-integrated into 

the firm's risk-controlled portfolio construction methodology. In our view, the robust methodology of active risk thresholds ensures that this strategy will not be exposed to sources 

of tail risk that are unwarranted by current and long-term market projections.  As a result of the meeting, we maintained the strategy’s “A” rating.   

Mercer met with Sands to review their Select Growth Equity strategy.  We uphold our conviction in the skilled and experienced research teams managing these strategies. Sands’ 

deep team of seasoned analysts and thorough fundamental research support a stable well-defined process focused on identifying leading growth companies in attractive areas of 

the market. Investors should be aware that the team’s concentrated long-term approach, focused on quality growth factors, may lead to notable benchmark differentiation and 

underperformance at times, particularly when those factors are not rewarded by the market. As such, we are not surprised by the more recent 2016 calendar year 

underperformance given near-term style headwinds. Rather, we are comforted to note the team’s strict adherence to process and objectivity in the midst of temporary market 

driven challenges.  

On February 22, 2017, Times Square Capital Management (TSCM) informed us that they hired David M. Cielusniak as the firm’s new Chief Operating and Chief Compliance 

Officer.  Cielusniak has 16 years of industry experience and was most recently Deputy Chief Operating Officer for Credit Suisse Asset Management, Americas.  Cielusniak will join 

TSCM on February 27th 2017. We are pleased to learn that TSCM has completed their search for their new Chief Operating and Chief Compliance Officer and, as a result, 

reaffirm our “A” rating on the SMID Cap Growth strategy.   

On  March 1, 2017, WEDGE Capital Management (WEDGE) indicated that Michael Gardner, the firm’s longest serving Partner -- having been with WEDGE for 27 years -- will be 
retiring on March 31, 2017. He will be turning 65 in the coming months and elected to retire in order to pursue management of his personal financial assets.  Over his tenure with 
the firm, Gardner served in various roles including his initial duties as Lead Small Cap Research Analyst and, more currently, as the Director of Quantitative Research, a role he 
began transitioning out of over seven years ago (See Mercer Research Note dated 30 November 2009.) Separately, WEDGE used the discussion regarding Gardner’s pending 
retirement to also disclose the departure of a research analyst on the team, which occurred in February 2017, as well as the formal addition of Analyst Brandon Smith in 3Q2016. 
We believe Gardner’s retirement will have di minimis impact on WEDGE.  Additionally, we believe WEDGE is appropriately resourced to absorb the analyst turnover.  
Furthermore, we are pleased that the firm has added to its research resources via Smith. That said, we intend to address Smith’s integration into the firm over the ongoing course 
of our research of WEDGE.  We do not recommend any changes to the “B+” rating of the strategy as a result of the announcement.   
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N C  C U R R E N T  I N V E S T M E N T  S T R U C T U R E
Tier I 

Target Date Funds 
Tier II - A 

Passive Core Options 
Tier II - B 

Active Core Options 
Tier III  

Specialty Options 

Goal Maker 

Stable Value Fund  
Galliard Stable Value 

Fixed Income 
BlackRock Debt Index 

Fixed Income Fund 
TCW Core Plus  

Prudential Core Plus 

Inflation Responsive Fund 
PIMCO IRMAF  

Large Cap Equity  
BlackRock Equity Index 

Large Cap Value Fund 
Hotchkis & Wiley Large Cap Value 

Delaware Large Cap Value  
Robeco BP Large Cap Value  

Large Cap Growth Fund 
Sands Capital Large Cap Growth 
Wellington Opportunistic Growth 

Loomis Large Cap Growth  

Small/Mid Cap Equity  
BlackRock Russell 2500 Index 

Small/Mid Cap Value Fund 
Hotchkis & Wiley SMID Value 

Earnest Partners SMID Cap Value 
Wedge SMID Cap Value  

Brokerage Window 

Small/Mid Cap Growth Fund 
TimesSquare SMID Growth 

Brown Advisory SMID Growth 

Global Equity Fund 
Wellington Global Opportunities 
Arrowstreet Global Equity ACWI 

International Equity  
BlackRock ACWI ex US Index 

International Equity Fund 
Baillie Gifford ACWI ex US Growth 

Mondrian ACWI ex US Value  
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A B C D E F G H I

C+D+E B*F F-H

Funds and Sub-Advisors Assets Inv. Mgmt. Fee
Custodial 
Expenses1 NC Budget2

Total 
Estimated 

Expense (%)

Total Estimated 
Expense ($)3

Mercer 
Median 

Expense 4
Difference

North Carolina Stable Value Fund $2,475,020,511 0.333% 0.001% 0.025% 0.359% $8,892,257 0.42% -0.06% F-H
  Galliard $2,475,020,511 0.333% 0.000% $8,241,818 0.42% -0.08% C-H

North Carolina Fixed Income Passive Fund $455,797,946 0.020% 0.003% 0.025% 0.048% $218,545 0.20% -0.15%
  BlackRock $455,797,946 0.020% 0.000% $91,160 0.02% 0.00%

North Carolina Fixed Income Fund $676,878,609 0.158% 0.007% 0.025% 0.191% $1,289,495 0.49% -0.30%
50% TCW7 $338,057,640 0.167% 0.000% $563,336 0.25% -0.08%

  50% Prudential $338,820,969 0.150% 0.000% $508,231 0.25% -0.10%

North Carolina Inflation Sensitive Fund $426,440,177 0.690% 0.003% 0.025% 0.718% $3,060,526 0.82% -0.10%
 PIMCO $426,440,177 0.690% 0.000% $2,942,437 0.82% -0.13%

North Carolina Large Cap Passive Fund $1,449,537,771 0.007% 0.001% 0.025% 0.033% $471,155 0.20% -0.17%
  BlackRock $1,449,537,771 0.007% 0.000% $101,468 0.01% 0.00%

North Carolina Large Cap Value Fund $977,063,813 0.377% 0.008% 0.025% 0.410% $4,009,531 0.71% -0.30%
  33.3% Hotchkis & Wiley $327,493,395 0.500% 0.000% $1,637,467 0.43% 0.07%
  33.3% Delaware $325,307,179 0.292% 0.000% $950,614 0.43% -0.13%
  33.3% Robeco BP $324,263,239 0.339% 0.000% $1,097,790 0.43% -0.09%

North Carolina Large Cap Growth Fund $942,555,803 0.419% 0.010% 0.025% 0.454% $4,277,924 0.75% -0.30%
  33.3% Sands Capital Management $315,724,127 0.514% 0.000% $1,623,133 0.46% 0.05%
  33.3% Wellington Management Company $312,960,562 0.350% 0.000% $1,095,362 0.57% -0.22%
  33.3% Loomis Sayles $313,871,114 0.392% 0.000% $1,231,613 0.46% -0.07%

North Carolina SMID Cap Passive Fund $258,340,678 0.007% 0.005% 0.025% 0.037% $96,334 0.25% -0.21%
  BlackRock $258,340,678 0.007% 0.000% $18,084 0.02% -0.01%

North Carolina SMID Value Fund $525,186,905 0.605% 0.016% 0.025% 0.645% $3,389,175 0.98% -0.33%
  33.3% Hotchkis & Wiley $174,998,693 0.569% 0.000% $994,993 0.60% -0.03%
  33.3% EARNEST Partners $175,328,008 0.517% 0.000% $906,180 0.71% -0.19%
  33.3% WEDGE Capital Management $174,860,204 0.729% 0.000% $1,274,161 0.71% 0.02%

North Carolina SMID Growth Fund $396,537,162 0.665% 0.015% 0.025% 0.705% $2,796,357 0.95% -0.24%
  50% TimesSquare Capital Management $197,854,475 0.763% 0.000% $1,510,544 0.75% 0.01%
  50% Brown Advisory $198,682,687 0.566% 0.000% $1,125,470 0.75% -0.18%

North Carolina International Passive Fund $51,041,270 0.025% 0.034% 0.025% 0.084% $42,684 0.36% -0.27%
  BlackRock $51,041,270 0.025% 0.000% $12,607 0.06% -0.04%

North Carolina International Equity Fund $627,649,613 0.444% 0.009% 0.025% 0.478% $3,000,170 0.94% -0.46%
  50% Baillie Gifford $315,221,714 0.440% 0.000% $1,385,887 0.57% -0.13%
  50% Mondrian Investment Partners $312,427,899 0.448% 0.000% $1,399,712 0.57% -0.12%

North Carolina Global Equity Fund $908,452,997 0.544% 0.006% 0.025% 0.575% $5,224,092 0.95% -0.37%
  50% Wellington Management Company $455,710,119 0.500% 0.000% $2,278,551 0.55% -0.05%
  50% Arrowstreet $452,742,878 0.589% 0.000% $2,665,086 0.55% 0.04%

Total $10,170,503,255 0.331% 0.006% 0.025% 0.362% $36,768,244 0.582%

1 Quarterly custodian expenses paid to BNY Mellon - (Annualized)
2 The cost of the budget associated with the management of the Supplemental Retirement Plans, borne by each investment option in proportion to the pro-rate share of the 
applicable assets in that fund. 
3 Manager fee estimates reflect investment management fee only.
4 Total Fund median expenses are compared against their respective Mercer Mutual Fund Institutional Universe, while the individual managers are compared to peers with the same 
vehicle and strategy assets. 
5 Does not include the $31 per participant record-keeping fee 
6 Mercer Stable Value Median for Funds with over $500M in assets 
7 IM Fee includes 3 Month Fee Holiday 

Fee Review
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Performance Scorecard 

* A Mercer rating signifies our opinion of a strategy’s prospects for outperforming a suitable benchmark over a timeframe appropriate for that particular strategy. Strategies rated A are those assessed as
having “above average” prospects of outperformance. Those rated B+ are those assessed as having “above average” prospects of outperformance, but which are qualified by at least one of the following: 
(1) There are other strategies that Mercer believes are more likely to achieve outperformance; (2) Mercer requires more evidence to support its assessment. Strategies rated B are those assessed as 
having “average” prospects of outperformance. Those rated C are those assessed as having “below average” prospects of outperformance. The R rating is applied in three situations: (1) Where Mercer 
has carried out some research, but has not completed its full investment strategy research process; (2) In product categories where Mercer does not maintain formal ratings, but where there are other 
strategies in which we have a higher degree of confidence; (3) Mercer has in the past carried out its full investment strategy research process, but we are no longer maintaining full research coverage on 
the strategy. If the rating shown is N, or if no rating is shown at all, this signifies that the strategy is not currently rated by Mercer. Some strategy ratings may carry a supplemental indicator, such as P 
(Provisional), Watch (W), or High Tracking Error (T). A Preferred Provider status is assigned to high-conviction strategies within product categories for which the primary goal is not outperformance of a 
benchmark (for example, passive strategies). 

Mercer Investment Consulting, Inc. 

Mercer Rating 

Return Risk
1
 

3 Years to 
03/31/2017 

3 Years to 
12/31/2016 

3 Years to 
09/30/2016 

3 Years to 
06/30/2016 

5 Years to 
03/31/2017 

I U I U I U I U I 

Large Cap Passive Fund (tracked within 20bps)  NA  NA  NA  NA NA 

BlackRock Equity Index Fund A  NA  NA  NA  NA NA 

Large Cap Value Fund         NA 

Hotchkis & Wiley Large Cap Value A (T)         

Delaware Large Cap Value
2
 A         

Robeco BP Large Cap Value A         

Large Cap Growth Fund         NA 

Sands Capital Large Cap Growth A (T)         

Wellington Opportunistic Growth A         

Loomis Large Cap Growth
3
 B+ (T)         

1
 A check mark is given if the fund’s/manager’s standard deviation is within 150% of the benchmark’s. For the International Equity Fund, the stated threshold is within 125%. 

2
 Represents the Delaware Large Cap Growth Composite. 

3 
Represents the Loomis Large Cap Growth Composite. 
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Performance Scorecard 

* A Mercer rating signifies our opinion of a strategy’s prospects for outperforming a suitable benchmark over a timeframe appropriate for that particular strategy. Strategies rated A are those assessed as
having “above average” prospects of outperformance. Those rated B+ are those assessed as having “above average” prospects of outperformance, but which are qualified by at least one of the following: 
(1) There are other strategies that Mercer believes are more likely to achieve outperformance; (2) Mercer requires more evidence to support its assessment. Strategies rated B are those assessed as 
having “average” prospects of outperformance. Those rated C are those assessed as having “below average” prospects of outperformance. The R rating is applied in three situations: (1) Where Mercer 
has carried out some research, but has not completed its full investment strategy research process; (2) In product categories where Mercer does not maintain formal ratings, but where there are other 
strategies in which we have a higher degree of confidence; (3) Mercer has in the past carried out its full investment strategy research process, but we are no longer maintaining full research coverage on 
the strategy. If the rating shown is N, or if no rating is shown at all, this signifies that the strategy is not currently rated by Mercer. Some strategy ratings may carry a supplemental indicator, such as P 
(Provisional), Watch (W), or High Tracking Error (T). A Preferred Provider status is assigned to high-conviction strategies within product categories for which the primary goal is not outperformance of a 
benchmark (for example, passive strategies). 

Mercer Investment Consulting, Inc. 

Mercer Rating 

Return Risk
1
 

3 Years to 
03/31/2017 

3 Years to 
12/31/2016 

3 Years to 
09/30/2016 

3 Years to 
06/30/2016 

5 Years to 
03/31/2017 

I U I U I U I U I 

Mid/Small Cap Passive Fund (tracked within 30 bps)  NA  NA  NA  NA NA 

BlackRock Russell 2500 Index Fund A  NA  NA  NA  NA NA 

Mid/Small Cap Value Fund         NA 

Hotchkis & Wiley SMID Cap Value B+ (T)         

EARNEST Partners SMID Cap Value B+         

WEDGE SMID Cap Value B+         

Mid/Small Cap Growth Fund         NA 

TimesSquare SMID Cap Growth A         

Brown Advisory B+         

1
 A check mark is given if the fund’s/manager’s standard deviation is within 150% of the benchmark’s. For the International Equity Fund, the stated threshold is within 125%. 
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Performance Scorecard 

 

 

* A Mercer rating signifies our opinion of a strategy’s prospects for outperforming a suitable benchmark over a timeframe appropriate for that particular strategy. Strategies rated A are those assessed as 
having “above average” prospects of outperformance. Those rated B+ are those assessed as having “above average” prospects of outperformance, but which are qualified by at least one of the following: 
(1) There are other strategies that Mercer believes are more likely to achieve outperformance; (2) Mercer requires more evidence to support its assessment. Strategies rated B are those assessed as 
having “average” prospects of outperformance. Those rated C are those assessed as having “below average” prospects of outperformance. The R rating is applied in three situations: (1) Where Mercer 
has carried out some research, but has not completed its full investment strategy research process; (2) In product categories where Mercer does not maintain formal ratings, but where there are other 
strategies in which we have a higher degree of confidence; (3) Mercer has in the past carried out its full investment strategy research process, but we are no longer maintaining full research coverage on 
the strategy. If the rating shown is N, or if no rating is shown at all, this signifies that the strategy is not currently rated by Mercer. Some strategy ratings may carry a supplemental indicator, such as P 
(Provisional), Watch (W), or High Tracking Error (T). A Preferred Provider status is assigned to high-conviction strategies within product categories for which the primary goal is not outperformance of a 
benchmark (for example, passive strategies). 

Mercer Investment Consulting, Inc. 

 Mercer Rating 

Return Risk
1
 

3 Years to 
03/31/2017 

3 Years to 
12/31/2016 

3 Years to 
09/30/2016 

3 Years to 
06/30/2016 

5 Years to 
03/31/2017 

I U I U I U I U I 

International Passive Fund (tracked within 60 bps)   NA  NA  NA  NA NA 

BlackRock ACWI ex US Fund A  NA  NA  NA  NA NA 

International Equity Fund          NA 

Baillie Gifford ACWI ex US Growth A          

Mondrian ACWI ex US Value B+          

Global Equity Fund          NA 

Wellington Global Opportunities B+          

Arrowstreet Global Equity ACWI A          

  

                                                
1
 A check mark is given if the fund’s/manager’s standard deviation is within 150% of the benchmark’s. For the International Equity Fund, the stated threshold is within 125%. 
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Performance Scorecard 

 

 

* A Mercer rating signifies our opinion of a strategy’s prospects for outperforming a suitable benchmark over a timeframe appropriate for that particular strategy. Strategies rated A are those assessed as 
having “above average” prospects of outperformance. Those rated B+ are those assessed as having “above average” prospects of outperformance, but which are qualified by at least one of the following: 
(1) There are other strategies that Mercer believes are more likely to achieve outperformance; (2) Mercer requires more evidence to support its assessment. Strategies rated B are those assessed as 
having “average” prospects of outperformance. Those rated C are those assessed as having “below average” prospects of outperformance. The R rating is applied in three situations: (1) Where Mercer 
has carried out some research, but has not completed its full investment strategy research process; (2) In product categories where Mercer does not maintain formal ratings, but where there are other 
strategies in which we have a higher degree of confidence; (3) Mercer has in the past carried out its full investment strategy research process, but we are no longer maintaining full research coverage on 
the strategy. If the rating shown is N, or if no rating is shown at all, this signifies that the strategy is not currently rated by Mercer. Some strategy ratings may carry a supplemental indicator, such as P 
(Provisional), Watch (W), or High Tracking Error (T). A Preferred Provider status is assigned to high-conviction strategies within product categories for which the primary goal is not outperformance of a 
benchmark (for example, passive strategies). 

Mercer Investment Consulting, Inc. 

 Mercer Rating 

Return Risk
1
 

3 Years to 
03/31/2017 

3 Years to 
12/31/2016 

3 Years to 
09/30/2016 

3 Years to 
06/30/2016 

5 Years to 
03/31/2017 

I U I U I U I U I 

Inflation Responsive  Fund        NA NA NA 

PIMCO Inflation Response-Multi Asset B+ (W)         NA 

Fixed Income Passive Fund (tracked within 25 bps)   NA  NA  NA  NA NA 

BlackRock Debt Index Fund A  NA  NA  NA  NA NA 

Fixed Income Fund          NA 

TCW Core Plus
2
  A          

Prudential Core Plus
3
 A          

Stable Value Fund A         NA 

 

                                                
1
 A check mark is given if the fund’s/manager’s standard deviation is within 150% of the benchmark’s. For the International Equity Fund, the stated threshold is within 125%. 

2
 Represents the TCW Core Plus Composite. 

3 Represents the Prudential Core Plus Composite. 
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Watch List Criteria 

Mercer Investment Consulting, Inc. 

1) Performance: The underlying manager strategy has trailed the benchmark and peer group universe over four
consecutive 3 year periods, as highlighted on the Performance Scorecard.  A candidate can also be added to the
watch list if performance is not explained by the managers style or investment philosophy

2) Philosophy Change: Underlying manager strategy has had a material change to the investment process or
philosophy, from what was originally established

3) Organizational Instability: Organizational or team turnover that could materially affect the investment process
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Watch List 

* A Mercer rating signifies our opinion of a strategy’s prospects for outperforming a suitable benchmark over a timeframe appropriate for that particular strategy. Strategies rated A are those assessed as
having “above average” prospects of outperformance. Those rated B+ are those assessed as having “above average” prospects of outperformance, but which are qualified by at least one of the following: 
(1) There are other strategies that Mercer believes are more likely to achieve outperformance; (2) Mercer requires more evidence to support its assessment. Strategies rated B are those assessed as 
having “average” prospects of outperformance. Those rated C are those assessed as having “below average” prospects of outperformance. The R rating is applied in three situations: (1) Where Mercer 
has carried out some research, but has not completed its full investment strategy research process; (2) In product categories where Mercer does not maintain formal ratings, but where there are other 
strategies in which we have a higher degree of confidence; (3) Mercer has in the past carried out its full investment strategy research process, but we are no longer maintaining full research coverage on 
the strategy. If the rating shown is N, or if no rating is shown at all, this signifies that the strategy is not currently rated by Mercer. Some strategy ratings may carry a supplemental indicator, such as P 
(Provisional), Watch (W), or High Tracking Error (T). A Preferred Provider status is assigned to high-conviction strategies within product categories for which the primary goal is not outperformance of a 
benchmark (for example, passive strategies). 

Mercer Investment Consulting, Inc. 

Manager 
Date Placed 

on Watch 

Mercer 

Rating* 
Recommendation Comments 

Sands Large Cap Growth 4Q16 A (T) Maintain Watch 
Status 

 Sands constructs a concentrated, aggressive growth portfolio with low turnover and 
adheres to a strict buy and hold philosophy.  Due to the funds loose constraints and 
concentrated nature, it can be common for the strategy to exhibit significant tracking error 
relative to the benchmark.  The conviction-weighted, concentrated structure of this portfolio 
places a heavy emphasis on  top holdings and these can have a significant impact on the 
strategy’s performance. The top five holdings represented just over 36% of the portfolio at 
the end of the first quarter.  Sands had a strong start to 2017, as it outperformed the 
Russell 1000 Growth Index by 520 basis points and ranked in the 2nd percentile of the peer 
group universe.  This was the 15th best relative quarter for the strategy since its inception.  
Sands benefited from the rotation back into larger capitalization companies with higher 
earnings growth and sales growth.  Sands large overweight (14.0%) to the information 
technology sector aided results, along with strong security selection, which added 350 
basis points of relative outperformance.  Sands out of benchmark exposure to Alibaba was 
beneficial, as the company benefited from sales growth along with growth in its cloud 
business.  

 2016 was a difficult year for Sands.  The first and fourth quarters were the top two worst 
quarters in the strategy’s lengthy history.  In 2016, the strategy trailed the benchmark by 
1,390 basis points and ranked in the 99th percentile of the peer group universe.  Sands 
active sector exposures proved unfavorable, as investors preferred higher yielding stocks 
in the more defensive sectors like utilities and telecommunications.  The markets 
preference for yield subsided slightly in the second half of 2016, but the top third highest 
yielding stocks in the Russell 1000 Growth Index outperformed the bottom third lowest 
yielding stocks by over 1500 basis points.  This preference for yield created an extremely 
difficult market environment for active managers in the large cap growth space, as 93% 
managers failed to outperform the benchmark.  Mercer was not surprised by the 
underperformance given the near-term style headwinds.  We were comforted to note the 
team’s strict adherence to process and objectivity in the midst of temporary market driven 
challenges.  Since inception, Sands has outperformed the benchmark by a comfortable 
margin, although there have been periods of extreme volatility.  We uphold our conviction 
in the skilled and experienced research teams managing the strategy.     
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Watch List 

 

 

* A Mercer rating signifies our opinion of a strategy’s prospects for outperforming a suitable benchmark over a timeframe appropriate for that particular strategy. Strategies rated A are those assessed as 
having “above average” prospects of outperformance. Those rated B+ are those assessed as having “above average” prospects of outperformance, but which are qualified by at least one of the following: 
(1) There are other strategies that Mercer believes are more likely to achieve outperformance; (2) Mercer requires more evidence to support its assessment. Strategies rated B are those assessed as 
having “average” prospects of outperformance. Those rated C are those assessed as having “below average” prospects of outperformance. The R rating is applied in three situations: (1) Where Mercer 
has carried out some research, but has not completed its full investment strategy research process; (2) In product categories where Mercer does not maintain formal ratings, but where there are other 
strategies in which we have a higher degree of confidence; (3) Mercer has in the past carried out its full investment strategy research process, but we are no longer maintaining full research coverage on 
the strategy. If the rating shown is N, or if no rating is shown at all, this signifies that the strategy is not currently rated by Mercer. Some strategy ratings may carry a supplemental indicator, such as P 
(Provisional), Watch (W), or High Tracking Error (T). A Preferred Provider status is assigned to high-conviction strategies within product categories for which the primary goal is not outperformance of a 
benchmark (for example, passive strategies). 

Mercer Investment Consulting, Inc. 

  

Manager 
Date Placed on 

Watch 
Mercer 

Rating* 
Recommendation Comments 

Wellington Opportunistic Growth  4Q16 A  
Maintain Watch 

Status 

       Over the long term, Wellington believes companies that can sustain above average earnings 
growth will outperform the growth indices and the market overall. The investment objective of 
the Opportunistic Growth portfolio is to provide long-term, total returns above the growth 
indexes by investing in the stocks of successful, growing companies.  Wellington seeks 
companies that either have a cost advantage, a customer advantage, or competitive 
advantage before conducting a further in-depth, fundamental review of the business model.  
The final Opportunistic Growth portfolio is composed of roughly 100 to 150 stocks and is 
constructed in three different sleeves: large cap, mid cap, and small cap. Allocation to each 
sleeve is determined by the market weights of large, mid and small cap stocks in the Russell 
3000 Growth Index.  

      Wellington flagged the watch list for performance reason during the fourth quarter of 2016, as 
relative performance struggled over the prior to two and a half year period.  Over 2016, 
Wellington trailed the benchmark by 450 basis points and ranked in the bottom half of the peer 
group universe.  2016 was a very difficult market environment for active large cap growth 
managers, as investors preferred higher yielding stocks in more defensive sectors like utilities 
and telecommunications.  The markets preference for yield subsided slightly in the second half 
of 2016, but the top third highest yielding stocks in the Russell 1000 Growth Index 
outperformed the bottom third lowest yielding stocks by over 1500 basis points.  During the 
first quarter, Wellington outperformed the benchmark by 170 basis points as investors rotated 
back into higher quality growth equities.  This was beneficial given Wellington’s investment 
process.  Wellington’s strong security selection within the information technology and 
industrials sectors led to the outperformance.  Wellington continues to focus on quality growth 
companies benefiting from long term cyclical growth and has positioned the portfolio to benefit 
from secular trends to cloud computing and the growing adoption of electronic payments.  We 
continue to believe in the leadership, investment acumen and collaboration of portfolio 
managers Drew Shilling, Timothy Manning, and Steven Angeli.   
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Watch List 

* A Mercer rating signifies our opinion of a strategy’s prospects for outperforming a suitable benchmark over a timeframe appropriate for that particular strategy. Strategies rated A are those assessed as
having “above average” prospects of outperformance. Those rated B+ are those assessed as having “above average” prospects of outperformance, but which are qualified by at least one of the following: 
(1) There are other strategies that Mercer believes are more likely to achieve outperformance; (2) Mercer requires more evidence to support its assessment. Strategies rated B are those assessed as 
having “average” prospects of outperformance. Those rated C are those assessed as having “below average” prospects of outperformance. The R rating is applied in three situations: (1) Where Mercer 
has carried out some research, but has not completed its full investment strategy research process; (2) In product categories where Mercer does not maintain formal ratings, but where there are other 
strategies in which we have a higher degree of confidence; (3) Mercer has in the past carried out its full investment strategy research process, but we are no longer maintaining full research coverage on 
the strategy. If the rating shown is N, or if no rating is shown at all, this signifies that the strategy is not currently rated by Mercer. Some strategy ratings may carry a supplemental indicator, such as P 
(Provisional), Watch (W), or High Tracking Error (T). A Preferred Provider status is assigned to high-conviction strategies within product categories for which the primary goal is not outperformance of a 
benchmark (for example, passive strategies). 

Mercer Investment Consulting, Inc. 

Manager 
Date Placed 

on Watch 

Mercer 

Rating* 
Recommendation Comments 

TimesSquare SMID Growth 3Q16 A Maintain Watch 
Status 

TSCM’s investment process utilizes a fundamental growth equity approach.  They place 
particular emphasis on management quality and how the management teams are aligned with 
shareholders, along with a detailed understanding of what constitutes a superior business 
model.  The strategy’s investable universe spans from $300M to $7 Billion.  TSCM seeks 
companies that have experienced, properly motivated management teams with distinct 
sustainable competitive advantages.  The team will focus on securities that have the potential 
to appreciate 25%-50% over the next 18-month period.  The team is constantly reviewing 
security valuations and will re-examine securities when they near the target price set at 
purchase.  The strategy will have close to 100 names so position sizes are relatively smaller.  
Mercer believes the key strength of the strategy is the quality of research and experienced 
portfolio managers, Grant Babyak and Tony Rosenthal.  
The strategy has struggled more recently, as it underperformed over the last three calendar 
years.  Historically, the fundamental approach has been beneficial during falling markets and 
this is where the strategy has added a significant portion of its alpha.  TSCM outperformed the 
benchmark during the last 12 down markets, but struggled at certain points in extreme growth 
markets.  Since 2013, there have only been three negative quarters by the Russell 2500 
Growth Index, which has been a bit of a headwind for TSCM.   During the first quarter, the 
strategy trailed the benchmark by 50 basis points and ranked in the bottom quartile of the peer 
group universe.  Investors rotated back into larger capitalization growth securities, although 
quality factors were not in favor.  This was a headwind for Timesquare, who typically has 
biases towards companies with earnings stability and higher ROE.  During the first quarter, 
biotechnology was the strongest performing industry, as it returned 17.0%.  This was a major 
source of underperformance for TimesSquare which typically has a lower weight  to this 
industry because of the lack of quality.  The results over the trailing-year have negatively 
affected the longer-term results and we believe that TSCM’s style has been out of favor over 
the more recent market cycle.  We still have confidence in the team and strategy but 
recommend maintaining the watch status given the more recent performance.    
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Watch List 

 

 

* A Mercer rating signifies our opinion of a strategy’s prospects for outperforming a suitable benchmark over a timeframe appropriate for that particular strategy. Strategies rated A are those assessed as 
having “above average” prospects of outperformance. Those rated B+ are those assessed as having “above average” prospects of outperformance, but which are qualified by at least one of the following: 
(1) There are other strategies that Mercer believes are more likely to achieve outperformance; (2) Mercer requires more evidence to support its assessment. Strategies rated B are those assessed as 
having “average” prospects of outperformance. Those rated C are those assessed as having “below average” prospects of outperformance. The R rating is applied in three situations: (1) Where Mercer 
has carried out some research, but has not completed its full investment strategy research process; (2) In product categories where Mercer does not maintain formal ratings, but where there are other 
strategies in which we have a higher degree of confidence; (3) Mercer has in the past carried out its full investment strategy research process, but we are no longer maintaining full research coverage on 
the strategy. If the rating shown is N, or if no rating is shown at all, this signifies that the strategy is not currently rated by Mercer. Some strategy ratings may carry a supplemental indicator, such as P 
(Provisional), Watch (W), or High Tracking Error (T). A Preferred Provider status is assigned to high-conviction strategies within product categories for which the primary goal is not outperformance of a 
benchmark (for example, passive strategies). 

Mercer Investment Consulting, Inc. 

Manager Date Placed on 

Watch 

Mercer 

Rating* 
Recommendation Comments 

Boston Partners Large Cap Value 
Recommend 

1Q17 
A  Add to Watch List 

     

 

      Boston Partners attempt to identify securities that exhibit quality, attractive valuations and 
improving business momentum. The strategy is typically more conservative and generally 
performs best in periods of heightened volatility.  The process is defined by the team's 
unwavering focus on stocks exhibiting quality, valuation, and improving business momentum. 
The strategy's front-end quantitative screen is simple yet effective in its role of providing 
structure and focus to the fundamental research effort. This is a well-diversified, 
fundamentally-driven strategy that benefits from the experience, insights, and close 
collaboration of portfolio managers Mark Donovan and David Pyle. The strategy is expected to 
exhibit a relative value approach and has a focus on principal protection. 

      Boston Partners flagged the watch list for underperformance this past quarter and this was 
mainly attributed to the relative underperformance in 2016.  Boston Partners trailed the 
benchmark by 230 basis points in 2016, as higher dividend paying companies led the market.  
Boston Partners’s investment process results in a strong negative tilt towards dividend factors, 
which would explain some of the calendar year underperformance.  Despite the style 
headwinds, Boston Partners ranked in the 51st percentile of the peer group universe, and 
fared better in the fourth quarter when cyclical securities came back in favor.  During the first 
quarter of 2017, the strategy outperformed the benchmark by 80 basis points and ranked in 
the top half of the peer group universe.  Boston Partners benefited from strong security 
selection in the communications, consumer services and information technology sectors.  
Despite the rough period in 2016, Mercer continues to have confidence in Boston Partner’s 
disciplined investment process. 
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Watch List 

* A Mercer rating signifies our opinion of a strategy’s prospects for outperforming a suitable benchmark over a timeframe appropriate for that particular strategy. Strategies rated A are those assessed as
having “above average” prospects of outperformance. Those rated B+ are those assessed as having “above average” prospects of outperformance, but which are qualified by at least one of the following: 
(1) There are other strategies that Mercer believes are more likely to achieve outperformance; (2) Mercer requires more evidence to support its assessment. Strategies rated B are those assessed as 
having “average” prospects of outperformance. Those rated C are those assessed as having “below average” prospects of outperformance. The R rating is applied in three situations: (1) Where Mercer 
has carried out some research, but has not completed its full investment strategy research process; (2) In product categories where Mercer does not maintain formal ratings, but where there are other 
strategies in which we have a higher degree of confidence; (3) Mercer has in the past carried out its full investment strategy research process, but we are no longer maintaining full research coverage on 
the strategy. If the rating shown is N, or if no rating is shown at all, this signifies that the strategy is not currently rated by Mercer. Some strategy ratings may carry a supplemental indicator, such as P 
(Provisional), Watch (W), or High Tracking Error (T). A Preferred Provider status is assigned to high-conviction strategies within product categories for which the primary goal is not outperformance of a 
benchmark (for example, passive strategies). 

Mercer Investment Consulting, Inc. 

Hotchkis and Wiley Recommended 
1Q17 B+ (T) Add to Watch List 

 Hotchkis & Wiley utilizes a fundamental, bottom-up approach to value investing.  The firm 
seeks to exploit mispriced securities by investing in undiscovered or out of favor companies 
where the intrinsic value of the companies future cash flows exceeds the market price.  The 
team does not consider benchmark characteristics in portfolio construction, as they view 
permanent loss of capital the primary source of risk.  Hotchkis believes that the low valuations 
and lower leverage provides them a margin of safety.

 Hotchkis, like other value managers, struggled in 2016 when more defensive names were in 
favor.  Hotchkis avoided the non-cyclical securities with higher payout ratios that investors 
preferred during the first half of 2016, as Hotchkis believed these companies had  excessive 
valuations resulting from the low interest rate environment.  During the second half of 2016, 
cyclical securities rebounded and outperformed the securities with higher payout ratios.  In 
2016, Hotchkis underperformed the benchmark by 320 basis points but ranked in the top half 
of the peer group universe.   Investors rotated back into growth during the first quarter and 
Hotchkis trailed the benchmark by 40 basis points.  A majority of the underperformance came 
from Hotchkis’s large overweight to the energy sector (10.7%), which was the worst performer 
with oil prices declining by 9%.  Hotchkis was able to offset some of this underperformance 
with strong security selection in the utilities sector, particularly with holding NRG.  Given the 
outperformance of higher dividend paying securities with extreme valuations, it is not suprising 
to see Hotchkis struggle.  We continue to have confidence in Hotchkis’s investment process 
and fundamental approach to value investing.    

Manager 
Date Placed on 

Watch 

Mercer 

Rating* 
Recommendation Comments 
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Total Plan
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Current
Balance

North Carolina Stable Value Fund $2,475,020,511
North Carolina Fixed Income Passive Fund $455,797,946
North Carolina Fixed Income Fund $676,878,609
North Carolina Inflation Responsive Fund $426,440,177
North Carolina Large Cap Passive Fund $1,449,537,771
North Carolina Large Cap Value Fund $977,063,813
North Carolina Large Cap Growth Fund $942,555,804
North Carolina SMID Cap Passive Fund $258,340,678
North Carolina SMID Value Fund $525,186,905
North Carolina SMID Growth Fund $396,537,162
North Carolina International Passive Fund $51,041,270
North Carolina International Equity Fund $627,649,613
North Carolina Global Equity Fund $908,452,996
Total $10,170,503,254

Total Plan
Asset Allocation
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Total Plan
Fund Returns

Current
Market Value

Current
Allocation 3 Mo Rank 1 Yr Rank 3 Yrs Rank 5 Yrs Rank Return Since

_

Large Cap Passive $1,449,537,771 14.3% 6.1% 34 17.1% 37 10.2% 14 13.2% 15 16.9% Mar-09
S&P 500 6.1% 34 17.2% 36 10.4% 12 13.3% 13 17.0% Mar-09

Large Cap Value $977,063,813 9.6% 3.9% 39 20.4% 28 8.1% 38 13.0% 17 15.6% Mar-09
Russell 1000 Value 3.3% 68 19.2% 42 8.7% 16 13.1% 17 16.7% Mar-09

Large Cap Growth $942,555,804 9.3% 11.1% 15 16.2% 27 8.9% 62 12.0% 40 18.5% Mar-09
Russell 1000 Growth 8.9% 56 15.8% 35 11.3% 8 13.3% 16 17.7% Mar-09

Mid/Small Cap Passive $258,340,678 2.5% 3.7% 45 21.5% 44 7.5% 33 12.6% 28 18.2% Mar-09
Russell 2500 3.8% 45 21.5% 44 7.4% 33 12.6% 28 18.3% Mar-09

Mid/Small Cap Value $525,186,905 5.2% 3.7% 13 22.5% 50 7.7% 25 13.5% 11 20.4% Mar-09
Russell 2500 Value 1.6% 39 23.1% 45 7.6% 27 12.9% 25 18.0% Mar-09

Mid/Small Cap Growth $396,537,162 3.9% 5.3% 69 17.9% 62 6.1% 41 11.8% 29 17.0% Mar-09
Russell 2500 Growth 6.3% 56 19.8% 51 7.2% 28 12.2% 25 18.5% Mar-09

International Passive $51,041,270 0.5% 8.1% 25 13.4% 34 0.7% 45 4.4% 85 9.7% Mar-09
MSCI ACWI ex USA Gross 8.0% 27 13.7% 27 1.0% 31 4.8% 75 10.2% Mar-09

International Equity $627,649,613 6.2% 8.6% 37 12.9% 30 2.0% 27 5.6% 50 10.6% Mar-09
MSCI ACWI ex USA Gross 8.0% 51 13.7% 22 1.0% 47 4.8% 70 10.2% Mar-09

Global Equity $908,452,996 8.9% 7.9% 30 15.4% 36 6.5% 17 10.7% 14 13.7% Mar-09
MSCI ACWI Gross 7.0% 49 15.7% 32 5.7% 31 9.0% 41 13.5% Mar-09

Inflation Responsive Fund $426,440,177 4.2% 2.3% 38 7.4% 28 0.8% 39 -- -- 1.1% Sep-13
PIMCO Inflation Response Index 1.7% 56 3.3% 99 -1.3% 80 -1.2% 87 -0.6% Sep-13

Fixed Income Passive Fund $455,797,946 4.5% 0.8% 63 0.4% 90 2.6% 43 2.2% 65 2.7% Sep-10
BBgBarc US Aggregate TR 0.8% 63 0.4% 89 2.7% 39 2.3% 62 2.8% Sep-10

Fixed Income Fund $676,878,609 6.7% 1.2% 30 2.0% 49 3.2% 18 3.1% 31 4.9% Mar-09
BBgBarc US Aggregate TR 0.8% 63 0.4% 89 2.7% 39 2.3% 62 4.0% Mar-09

Stable Value Fund $2,475,020,511 24.3% 0.5% 45 2.0% 32 1.9% 51 2.1% 54 2.6% Jun-09
3-Year Constant Maturity Yield 0.4% 86 1.1% 94 1.0% 92 0.8% 99 0.9% Jun-09
T-BILLS + 1.5% 0.5% 11 1.9% 52 1.7% 73 1.6% 89 1.6% Jun-09
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Total Plan Performance

Ending March 31, 2017 Inception
Current

Market Value
Current

Allocation 3 Mo Rank 1 Yr Rank 3 Yrs Rank 5 Yrs Rank Return Since
_

Large Cap Passive $1,449,537,771 14.3% 6.1% 34 17.1% 37 10.2% 14 13.2% 15 16.9% Mar-09
S&P 500 6.1% 34 17.2% 36 10.4% 12 13.3% 13 17.0% Mar-09

Mercer Mutual Fund US Equity Large Cap Core Median 5.6% 16.0% 8.6% 12.0% 15.5% Mar-09

NCSRP BlackRock Equity Index $1,449,537,771 14.3% 6.1% 26 17.2% 50 10.4% 37 13.3% 51 17.0% Mar-09
S&P 500 6.1% 31 17.2% 55 10.4% 37 13.3% 38 17.0% Mar-09

Mercer Instl US Equity Large Cap Index Median 6.0% 17.2% 10.3% 13.3% 17.0% Mar-09

Large Cap Value $977,063,813 9.6% 3.9% 39 20.4% 28 8.1% 38 13.0% 17 15.6% Mar-09
Russell 1000 Value 3.3% 68 19.2% 42 8.7% 16 13.1% 17 16.7% Mar-09

Mercer Mutual Fund US Equity Large Cap Value Median 3.7% 18.6% 7.6% 11.9% 15.4% Mar-09

NCSRP Hotchkis & Wiley Large Cap Value $327,493,395 3.2% 4.7% 29 25.7% 9 8.7% 42 14.8% 11 19.6% Mar-09
Russell 1000 Value 3.3% 70 19.2% 46 8.7% 42 13.1% 44 16.7% Mar-09

Mercer Instl US Equity Large Cap Value Median 3.9% 18.9% 8.5% 12.9% 16.6% Mar-09

NCSRP Delaware Large Cap Value $325,307,179 3.2% 3.3% 68 17.0% 69 -- -- -- -- 7.4% Jun-15
Delaware Large Cap Value Strategy 3.3% 69 17.1% 68 10.0% 16 14.4% 15 7.7% Jun-15
Russell 1000 Value 3.3% 70 19.2% 46 8.7% 42 13.1% 44 7.9% Jun-15

Mercer Instl US Equity Large Cap Value Median 3.9% 18.9% 8.5% 12.9% 7.0% Jun-15

NCSRP Robeco BP Large Cap Value $324,263,239 3.2% 4.1% 43 20.1% 35 7.7% 68 13.4% 38 15.8% Nov-11
Russell 1000 Value 3.3% 70 19.2% 46 8.7% 42 13.1% 44 14.9% Nov-11

Mercer Instl US Equity Large Cap Value Median 3.9% 18.9% 8.5% 12.9% 14.7% Nov-11

Large Cap Growth $942,555,804 9.3% 11.1% 15 16.2% 27 8.9% 62 12.0% 40 18.5% Mar-09
Russell 1000 Growth 8.9% 56 15.8% 35 11.3% 8 13.3% 16 17.7% Mar-09

Mercer Mutual Fund US Equity Large Cap Growth Median 9.3% 14.7% 9.4% 11.6% 16.0% Mar-09

NCSRP Sands Capital Large Cap Growth $315,724,127 3.1% 14.1% 2 17.6% 25 6.3% 97 11.6% 77 21.2% Mar-09
Russell 1000 Growth 8.9% 53 15.8% 47 11.3% 29 13.3% 35 17.7% Mar-09

Mercer Instl US Equity Large Cap Growth Median 9.1% 15.5% 10.3% 12.6% 16.7% Mar-09

Total Plan
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Ending March 31, 2017 Inception
Current

Market Value
Current

Allocation 3 Mo Rank 1 Yr Rank 3 Yrs Rank 5 Yrs Rank Return Since
_

NCSRP Wellington Opportunistic Growth $312,960,562 3.1% 10.6% 20 15.4% 51 9.0% 73 13.0% 44 17.1% Mar-09
Russell 1000 Growth 8.9% 53 15.8% 47 11.3% 29 13.3% 35 17.7% Mar-09
Russell 3000 Growth 8.6% 57 16.3% 40 10.9% 35 13.2% 37 17.7% Mar-09

Mercer Instl US Equity Large Cap Growth Median 9.1% 15.5% 10.3% 12.6% 16.7% Mar-09

NCSRP Loomis Large Cap Growth $313,871,114 3.1% 9.0% 52 16.9% 33 -- -- -- -- 14.0% Aug-14
Loomis Large Cap Growth Strategy 8.8% 55 16.5% 36 12.8% 7 15.8% 5 13.5% Aug-14
Russell 1000 Growth 8.9% 53 15.8% 47 11.3% 29 13.3% 35 11.3% Aug-14

Mercer Instl US Equity Large Cap Growth Median 9.1% 15.5% 10.3% 12.6% 10.3% Aug-14

Mid/Small Cap Passive $258,340,678 2.5% 3.7% 45 21.5% 44 7.5% 33 12.6% 28 18.2% Mar-09
Russell 2500 3.8% 45 21.5% 44 7.4% 33 12.6% 28 18.3% Mar-09

Mercer Mutual Fund US Equity Small+Mid Median 3.4% 20.7% 6.3% 11.4% 17.0% Mar-09

NCSRP BlackRock Russell 2500 Index Fund $258,340,678 2.5% 3.7% 54 21.5% 58 7.5% 61 12.7% 61 18.4% Mar-09
Russell 2500 3.8% 53 21.5% 57 7.4% 61 12.6% 62 18.3% Mar-09

Mercer Instl US Equity Small + Mid Cap Median 3.9% 22.6% 8.4% 13.4% 18.8% Mar-09

Mid/Small Cap Value $525,186,905 5.2% 3.7% 13 22.5% 50 7.7% 25 13.5% 11 20.4% Mar-09
Russell 2500 Value 1.6% 39 23.1% 45 7.6% 27 12.9% 25 18.0% Mar-09

Mercer Mutual Fund US Equity Small+Mid Value Median 0.6% 22.5% 6.1% 11.7% 17.3% Mar-09

NCSRP Hotchkis & Wiley $174,998,693 1.7% 1.2% 75 22.0% 43 5.4% 74 14.0% 26 22.3% Mar-09
Hotchkis Custom SMID Value Index 1.6% 71 23.1% 29 7.6% 46 12.9% 45 18.6% Mar-09

Mercer Instl US Equity SMID Value Median 2.9% 20.7% 7.4% 12.7% 18.5% Mar-09

NCSRP EARNEST Partners $175,328,008 1.7% 6.7% 2 25.7% 14 9.7% 19 13.8% 29 18.5% Mar-09
EARNEST Custom SMID Value Index 1.6% 71 23.1% 29 7.6% 46 12.9% 45 17.4% Mar-09

Mercer Instl US Equity SMID Value Median 2.9% 20.7% 7.4% 12.7% 18.5% Mar-09

NCSRP WEDGE SMID Cap Value $174,860,204 1.7% 3.8% 33 22.9% 31 10.3% 10 14.9% 14 16.8% Dec-11
Russell 2500 Value 1.6% 71 23.1% 29 7.6% 46 12.9% 45 14.6% Dec-11

Mercer Instl US Equity SMID Value Median 2.9% 20.7% 7.4% 12.7% 14.6% Dec-11

Total Plan
Performance Summary
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Ending March 31, 2017 Inception
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Market Value
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_

Mid/Small Cap Growth $396,537,162 3.9% 5.3% 69 17.9% 62 6.1% 41 11.8% 29 17.0% Mar-09
Russell 2500 Growth 6.3% 56 19.8% 51 7.2% 28 12.2% 25 18.5% Mar-09

Mercer Mutual Fund US Equity Small+Mid Growth Median 6.5% 19.8% 5.6% 10.6% 16.7% Mar-09

NCSRP TimesSquare Composite $197,854,475 1.9% 5.8% 76 15.9% 88 4.7% 83 11.8% 45 17.0% Mar-09
NCSRP TimesSquare SMID Growth 5.8% 76 15.9% 88 4.7% 83 11.8% 45 -- Mar-09
TimesSquare Custom SMID Growth Index 6.3% 70 19.8% 54 7.2% 40 12.2% 32 18.2% Mar-09

Mercer Instl US Equity SMID Growth Median 7.4% 20.2% 6.7% 11.7% 18.4% Mar-09

NCSRP Brown Advisory $198,682,687 2.0% 5.2% 87 21.6% 33 9.2% 18 13.5% 25 19.1% Mar-09
Brown Custom SMID Growth Index 6.3% 70 19.8% 54 7.2% 40 12.2% 32 18.1% Mar-09

Mercer Instl US Equity SMID Growth Median 7.4% 20.2% 6.7% 11.7% 18.4% Mar-09

International Passive $51,041,270 0.5% 8.1% 25 13.4% 34 0.7% 45 4.4% 85 9.7% Mar-09
MSCI ACWI ex USA Gross 8.0% 27 13.7% 27 1.0% 31 4.8% 75 10.2% Mar-09

Mercer Mutual Fund World ex US/EAFE Equity Index Median 7.6% 12.2% 0.6% 5.6% 9.8% Mar-09

NCSRP BlackRock ACWI ex US Fund $51,041,270 0.5% 8.1% 13 13.5% 13 0.7% 62 4.6% 95 9.9% Mar-09
MSCI ACWI ex USA Gross 8.0% 25 13.7% 7 1.0% 13 4.8% 78 10.2% Mar-09

Mercer Instl World ex US/EAFE Equity Passive Median 7.4% 12.3% 0.8% 6.0% 10.2% Mar-09

International Equity $627,649,613 6.2% 8.6% 37 12.9% 30 2.0% 27 5.6% 50 10.6% Mar-09
MSCI ACWI ex USA Gross 8.0% 51 13.7% 22 1.0% 47 4.8% 70 10.2% Mar-09

Mercer Mutual Fund World ex US/EAFE Equity Median 8.0% 10.6% 0.9% 5.6% 10.2% Mar-09

NCSRP Baillie Gifford ACWI ex US Growth $315,221,714 3.1% 9.6% 15 15.8% 12 3.9% 15 7.2% 40 13.3% Mar-09
MSCI ACWI ex USA Gross 8.0% 49 13.7% 30 1.0% 71 4.8% 93 10.2% Mar-09
MSCI AC Wld ex US Growth Gross 9.2% 22 10.0% 67 1.9% 47 5.2% 87 10.3% Mar-09

Mercer Instl World ex US/EAFE Equity Median 7.9% 11.6% 1.8% 6.8% 11.5% Mar-09

NCSRP Mondrian ACWI ex US Value $312,427,899 3.1% 7.7% 55 11.1% 56 1.4% 59 5.3% 85 9.5% Mar-09
MSCI ACWI ex USA Gross 8.0% 49 13.7% 30 1.0% 71 4.8% 93 10.2% Mar-09
MSCI AC Wld Ex US Value Gross 6.8% 81 17.4% 8 0.0% 85 4.4% 94 10.0% Mar-09

Mercer Instl World ex US/EAFE Equity Median 7.9% 11.6% 1.8% 6.8% 11.5% Mar-09

Total Plan
Performance Summary
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_

Global Equity $908,452,996 8.9% 7.9% 30 15.4% 36 6.5% 17 10.7% 14 13.7% Mar-09
MSCI ACWI Gross 7.0% 49 15.7% 32 5.7% 31 9.0% 41 13.5% Mar-09

Mercer Mutual Fund Global Equity Median 6.9% 14.3% 4.8% 8.5% 12.9% Mar-09

NCSRP Wellington Global Composite $455,710,119 4.5% 8.1% 26 15.0% 43 7.6% 15 12.0% 12 14.8% Mar-09
NCSRP Wellington Global Opportunities 8.1% 26 15.0% 43 7.6% 15 12.0% 12 -- Mar-09
MSCI ACWI Gross 7.0% 45 15.7% 36 5.7% 50 9.0% 67 13.5% Mar-09

Mercer Instl Global Equity Median 6.8% 14.3% 5.6% 9.7% 13.9% Mar-09

NCSRP Arrowstreet Global Equity ACWI $452,742,878 4.5% 7.9% 31 17.4% 20 6.8% 25 10.9% 25 10.9% Mar-12
MSCI ACWI Gross 7.0% 45 15.7% 36 5.7% 50 9.0% 67 9.0% Mar-12

Mercer Instl Global Equity Median 6.8% 14.3% 5.6% 9.7% 9.7% Mar-12

Inflation Responsive Fund $426,440,177 4.2% 2.3% 38 7.4% 28 0.8% 39 -- -- 1.1% Sep-13
PIMCO Inflation Response Index 1.7% 56 3.3% 99 -1.3% 80 -1.2% 87 -0.6% Sep-13

Mercer Mutual Fund Diversified Inflation Hedge Median 2.1% 7.0% -0.5% 0.7% 0.7% Sep-13

NCSRP PIMCO Inflation Response Multi-Asset $426,440,177 4.2% 2.5% 35 8.2% 19 1.7% 19 -- -- 2.0% Sep-13
PIMCO Inflation Response Multi-Asset Strategy 2.3% 38 7.4% 25 0.9% 38 0.6% 55 1.4% Sep-13
PIMCO Inflation Response Index 1.7% 56 3.3% 99 -1.3% 80 -1.2% 87 -0.6% Sep-13
Consumer Price Index 1.0% 77 2.4% 99 1.0% 25 1.2% 27 1.2% Sep-13

Mercer Mutual Fund Diversified Inflation Hedge Median 2.1% 7.0% -0.5% 0.7% 0.7% Sep-13

Fixed Income Passive Fund $455,797,946 4.5% 0.8% 63 0.4% 90 2.6% 43 2.2% 65 2.7% Sep-10
BBgBarc US Aggregate TR 0.8% 63 0.4% 89 2.7% 39 2.3% 62 2.8% Sep-10

Mercer Mutual Fund US Fixed Core Median 1.0% 2.0% 2.4% 2.6% 3.0% Sep-10

NCSRP BlackRock Debt Index Fund $455,797,946 4.5% 0.8% 62 0.5% 88 2.8% 35 2.4% 59 2.9% Sep-10
BBgBarc US Aggregate TR 0.8% 63 0.4% 89 2.7% 39 2.3% 62 2.8% Sep-10

Mercer Mutual Fund US Fixed Core Median 1.0% 2.0% 2.4% 2.6% 3.0% Sep-10

Fixed Income Fund $676,878,609 6.7% 1.2% 30 2.0% 49 3.2% 18 3.1% 31 4.9% Mar-09
BBgBarc US Aggregate TR 0.8% 63 0.4% 89 2.7% 39 2.3% 62 4.0% Mar-09

Mercer Mutual Fund US Fixed Core Median 1.0% 2.0% 2.4% 2.6% 4.8% Mar-09

Total Plan
Performance Summary
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_

NCSRP TCW Core Plus $338,057,640 3.3% 0.7% 95 -- -- -- -- -- -- 0.7% Jan-17
TCW Core Plus Bond Strategy 1.0% 61 1.4% 63 3.0% 66 3.9% 16 1.0% Jan-17
BBgBarc US Aggregate TR 0.8% 88 0.4% 91 2.7% 84 2.3% 97 0.8% Jan-17

Mercer Instl US Fixed Core Median 1.1% 1.8% 3.1% 3.2% 1.1% Jan-17

NCSRP Prudential Core Plus $338,820,969 3.3% 1.8% 9 4.0% 16 -- -- -- -- 3.6% Dec-14
Prudential Core Plus Strategy 1.9% 7 4.0% 16 4.3% 5 4.6% 7 3.5% Dec-14
BBgBarc US Aggregate TR 0.8% 88 0.4% 91 2.7% 84 2.3% 97 1.8% Dec-14

Mercer Instl US Fixed Core Median 1.1% 1.8% 3.1% 3.2% 2.5% Dec-14

Stable Value Fund $2,475,020,511 24.3% 0.5% 45 2.0% 32 1.9% 51 2.1% 54 2.6% Jun-09
3-Year Constant Maturity Yield 0.4% 86 1.1% 94 1.0% 92 0.8% 99 0.9% Jun-09
T-BILLS + 1.5% 0.5% 11 1.9% 52 1.7% 73 1.6% 89 1.6% Jun-09

Mercer Instl Stable Value Median 0.5% 1.9% 1.9% 2.1% 2.5% Jun-09

Total Plan
Performance Summary

Fund returns reported net of fees.  Manager returns reported gross of fees 
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_

GoalMaker Funds -- -- -- -- -- -- -- -- -- -- --

Conservative 0-5 Yrs $456,983,412 4.5% 2.1% 99 5.2% 98 3.4% 84 4.3% 97 6.1% Jun-09
C01 Benchmark 1.9% 99 4.7% 99 3.0% 89 3.8% 99 4.9% Jun-09

Mercer Mutual Fund Target Date 2015 Median 3.4% 8.4% 4.4% 6.2% 8.7% Jun-09

Conservative 6-10 Yrs $123,590,067 1.2% 2.7% 88 6.7% 89 3.8% 60 5.1% 82 7.1% Jun-09
C02 Benchmark 2.5% 91 6.3% 90 3.5% 77 4.6% 84 5.9% Jun-09

Mercer Mutual Fund Target Date 2020 Median 3.8% 9.1% 4.3% 6.3% 9.2% Jun-09

Conservative 11-15 Yrs $83,277,401 0.8% 3.8% 85 9.3% 76 4.6% 55 6.6% 74 8.6% Jun-09
C03 Benchmark 3.4% 90 9.0% 81 4.4% 61 6.2% 80 8.0% Jun-09

Mercer Mutual Fund Target Date 2025 Median 4.4% 10.3% 4.7% 7.2% 10.1% Jun-09

Conservative 16+ Yrs $192,760,950 1.9% 4.9% 52 12.2% 40 5.3% 41 8.0% 41 10.3% Jun-09
C04 Benchmark 4.5% 76 12.1% 41 5.2% 43 7.8% 48 9.8% Jun-09

Mercer Mutual Fund Target Date 2030 Median 4.9% 11.8% 5.0% 7.7% 10.6% Jun-09

Moderate 0-5 Yrs $549,767,734 5.4% 3.0% 87 7.6% 70 4.0% 59 5.6% 78 7.5% Jun-09
M01 Benchmark 2.8% 95 7.3% 79 3.8% 79 5.1% 88 6.6% Jun-09

Mercer Mutual Fund Target Date 2015 Median 3.4% 8.4% 4.4% 6.2% 8.7% Jun-09

Moderate 6-10 Yrs $399,531,532 3.9% 3.8% 62 9.3% 42 4.6% 40 6.6% 44 8.5% Jun-09
M02 Benchmark 3.4% 75 9.0% 57 4.4% 44 6.2% 55 8.0% Jun-09

Mercer Mutual Fund Target Date 2020 Median 3.8% 9.1% 4.3% 6.3% 9.2% Jun-09

Moderate 11-15 Yrs $372,917,561 3.7% 4.6% 37 11.4% 25 5.0% 34 7.6% 39 9.8% Jun-09
M03 Benchmark 4.3% 61 11.2% 26 5.0% 37 7.3% 49 9.3% Jun-09

Mercer Mutual Fund Target Date 2025 Median 4.4% 10.3% 4.7% 7.2% 10.1% Jun-09

Moderate 16+ Yrs $725,893,138 7.1% 5.8% 13 14.5% 4 5.6% 22 9.0% 5 11.4% Jun-09
M04 Benchmark 5.4% 25 14.6% 3 5.7% 22 8.9% 5 11.1% Jun-09

Mercer Mutual Fund Target Date 2030 Median 4.9% 11.8% 5.0% 7.7% 10.6% Jun-09

Total Plan
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Allocation 3 Mo Rank 1 Yr Rank 3 Yrs Rank 5 Yrs Rank Return Since
_

Aggressive 0-5 Yrs $233,181,479 2.3% 4.0% 26 9.7% 18 4.7% 25 6.8% 10 9.0% Jun-09
R01 Benchmark 3.6% 38 9.4% 22 4.6% 30 6.5% 28 8.3% Jun-09

Mercer Mutual Fund Target Date 2015 Median 3.4% 8.4% 4.4% 6.2% 8.7% Jun-09

Aggressive 6-10 Yrs $266,485,783 2.6% 4.6% 14 11.4% 7 5.0% 15 7.6% 5 10.0% Jun-09
R02 Benchmark 4.3% 23 11.2% 12 5.0% 16 7.3% 10 9.3% Jun-09

Mercer Mutual Fund Target Date 2020 Median 3.8% 9.1% 4.3% 6.3% 9.2% Jun-09

Aggressive 11-15 Yrs $280,464,351 2.8% 5.5% 6 13.8% 1 5.5% 9 8.8% 3 11.0% Jun-09
R03 Benchmark 5.1% 16 13.8% 1 5.6% 8 8.6% 4 10.8% Jun-09

Mercer Mutual Fund Target Date 2025 Median 4.4% 10.3% 4.7% 7.2% 10.1% Jun-09

Aggressive 16+ Yrs $749,668,876 7.4% 6.6% 1 17.0% 1 6.1% 7 10.2% 1 12.6% Jun-09
R04 Benchmark 6.2% 2 17.2% 1 6.2% 3 10.1% 1 12.6% Jun-09

Mercer Mutual Fund Target Date 2030 Median 4.9% 11.8% 5.0% 7.7% 10.6% Jun-09
XXXXX

Total Plan
Performance Summary
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Total Plan Performance

Ending March 31, 2017 Inception
Current

Market Value
Current

Allocation 3 Mo 1 Yr 3 Yrs 5 Yrs Return Since
_

Large Cap Passive $1,449,537,771 14.3% 6.1% 17.1% 10.2% 13.2% 16.9% Mar-09
S&P 500 6.1% 17.2% 10.4% 13.3% 17.0% Mar-09
NCSRP BlackRock Equity Index $1,449,537,771 14.3% 6.1% 17.2% 10.4% 13.3% 17.0% Mar-09

S&P 500 6.1% 17.2% 10.4% 13.3% 17.0% Mar-09
Large Cap Value $977,063,813 9.6% 3.9% 20.4% 8.1% 13.0% 15.6% Mar-09

Russell 1000 Value 3.3% 19.2% 8.7% 13.1% 16.7% Mar-09
NCSRP Hotchkis & Wiley Large Cap Value $327,493,395 3.2% 4.6% 25.1% 8.2% 14.2% 19.0% Mar-09

Russell 1000 Value 3.3% 19.2% 8.7% 13.1% 16.7% Mar-09
NCSRP Delaware Large Cap Value $325,307,179 3.2% 3.3% 16.6% -- -- 7.1% Jun-15

Russell 1000 Value 3.3% 19.2% 8.7% 13.1% 7.9% Jun-15
NCSRP Robeco BP Large Cap Value $324,263,239 3.2% 4.0% 19.7% 7.4% 13.0% 15.4% Nov-11

Russell 1000 Value 3.3% 19.2% 8.7% 13.1% 14.9% Nov-11
Large Cap Growth $942,555,804 9.3% 11.1% 16.2% 8.9% 12.0% 18.5% Mar-09

Russell 1000 Growth 8.9% 15.8% 11.3% 13.3% 17.7% Mar-09
NCSRP Sands Capital Large Cap Growth $315,724,127 3.1% 14.0% 17.0% 5.7% 11.0% 20.5% Mar-09

Russell 1000 Growth 8.9% 15.8% 11.3% 13.3% 17.7% Mar-09
NCSRP Wellington Opportunistic Growth $312,960,562 3.1% 10.5% 15.0% 8.6% 12.6% 16.7% Mar-09

Russell 1000 Growth 8.9% 15.8% 11.3% 13.3% 17.7% Mar-09
Russell 3000 Growth 8.6% 16.3% 10.9% 13.2% 17.7% Mar-09

NCSRP Loomis Large Cap Growth $313,871,114 3.1% 8.9% 16.5% -- -- 13.6% Aug-14
Russell 1000 Growth 8.9% 15.8% 11.3% 13.3% 11.3% Aug-14
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Mid/Small Cap Passive $258,340,678 2.5% 3.7% 21.5% 7.5% 12.6% 18.2% Mar-09
Russell 2500 3.8% 21.5% 7.4% 12.6% 18.3% Mar-09
NCSRP BlackRock Russell 2500 Index Fund $258,340,678 2.5% 3.7% 21.5% 7.5% 12.7% 18.4% Mar-09

Russell 2500 3.8% 21.5% 7.4% 12.6% 18.3% Mar-09
Mid/Small Cap Value $525,186,905 5.2% 3.7% 22.5% 7.7% 13.5% 20.4% Mar-09

Russell 2500 Value 1.6% 23.1% 7.6% 12.9% 18.0% Mar-09
NCSRP Hotchkis & Wiley $174,998,693 1.7% 1.0% 21.3% 4.8% 13.3% 21.5% Mar-09

Hotchkis Custom SMID Value Index 1.6% 23.1% 7.6% 12.9% 18.6% Mar-09
NCSRP EARNEST Partners $175,328,008 1.7% 6.6% 25.1% 9.1% 13.2% 17.8% Mar-09

EARNEST Custom SMID Value Index 1.6% 23.1% 7.6% 12.9% 17.4% Mar-09
NCSRP WEDGE SMID Cap Value $174,860,204 1.7% 3.6% 22.0% 9.5% 14.0% 16.0% Dec-11

Russell 2500 Value 1.6% 23.1% 7.6% 12.9% 14.6% Dec-11
Mid/Small Cap Growth $396,537,162 3.9% 5.3% 17.9% 6.1% 11.8% 17.0% Mar-09

Russell 2500 Growth 6.3% 19.8% 7.2% 12.2% 18.5% Mar-09
NCSRP TimesSquare Composite $197,854,475 1.9% 5.6% 15.0% 3.8% 10.9% 16.1% Mar-09

NCSRP TimesSquare SMID Growth 5.6% 15.0% 3.8% 10.9% -- Mar-09
TimesSquare Custom SMID Growth Index 6.3% 19.8% 7.2% 12.2% 18.2% Mar-09

NCSRP Brown Advisory $198,682,687 2.0% 5.1% 20.9% 8.6% 12.8% 18.4% Mar-09
Brown Custom SMID Growth Index 6.3% 19.8% 7.2% 12.2% 18.1% Mar-09

International Passive $51,041,270 0.5% 8.1% 13.4% 0.7% 4.4% 9.7% Mar-09
MSCI ACWI ex USA Gross 8.0% 13.7% 1.0% 4.8% 10.2% Mar-09
NCSRP BlackRock ACWI ex US Fund $51,041,270 0.5% 8.1% 13.5% 0.7% 4.5% 9.8% Mar-09

MSCI ACWI ex USA Gross 8.0% 13.7% 1.0% 4.8% 10.2% Mar-09
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International Equity $627,649,613 6.2% 8.6% 12.9% 2.0% 5.6% 10.6% Mar-09
MSCI ACWI ex USA Gross 8.0% 13.7% 1.0% 4.8% 10.2% Mar-09
NCSRP Baillie Gifford ACWI ex US Growth $315,221,714 3.1% 9.5% 15.3% 3.4% 6.7% 12.7% Mar-09

MSCI ACWI ex USA Gross 8.0% 13.7% 1.0% 4.8% 10.2% Mar-09
MSCI AC Wld ex US Growth Gross 9.2% 10.0% 1.9% 5.2% 10.3% Mar-09

NCSRP Mondrian ACWI ex US Value $312,427,899 3.1% 7.6% 10.6% 1.0% 4.8% 9.0% Mar-09
MSCI ACWI ex USA Gross 8.0% 13.7% 1.0% 4.8% 10.2% Mar-09
MSCI AC Wld Ex US Value Gross 6.8% 17.4% 0.0% 4.4% 10.0% Mar-09

Global Equity $908,452,996 8.9% 7.9% 15.4% 6.5% 10.7% 13.7% Mar-09
MSCI ACWI Gross 7.0% 15.7% 5.7% 9.0% 13.5% Mar-09
NCSRP Wellington Global Composite $455,710,119 4.5% 8.0% 14.4% 7.1% 11.5% 14.3% Mar-09

NCSRP Wellington Global Opportunities 8.0% 14.4% 7.1% 11.5% -- Mar-09
MSCI ACWI Gross 7.0% 15.7% 5.7% 9.0% 13.5% Mar-09

NCSRP Arrowstreet Global Equity ACWI $452,742,878 4.5% 7.7% 16.7% 6.1% 10.2% 10.2% Mar-12
MSCI ACWI Gross 7.0% 15.7% 5.7% 9.0% 9.0% Mar-12

Inflation Responsive Fund $426,440,177 4.2% 2.3% 7.4% 0.8% -- 1.1% Sep-13
PIMCO Inflation Response Index 1.7% 3.3% -1.3% -1.2% -0.6% Sep-13
NCSRP PIMCO Inflation Response Multi-Asset $426,440,177 4.2% 2.3% 7.5% 1.0% -- 1.4% Sep-13

PIMCO Inflation Response Index 1.7% 3.3% -1.3% -1.2% -0.6% Sep-13
Consumer Price Index 1.0% 2.4% 1.0% 1.2% 1.2% Sep-13
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Fixed Income Passive Fund $455,797,946 4.5% 0.8% 0.4% 2.6% 2.2% 2.7% Sep-10
BBgBarc US Aggregate TR 0.8% 0.4% 2.7% 2.3% 2.8% Sep-10
NCSRP BlackRock Debt Index Fund $455,797,946 4.5% 0.8% 0.5% 2.7% 2.4% 2.8% Sep-10

BBgBarc US Aggregate TR 0.8% 0.4% 2.7% 2.3% 2.8% Sep-10
Fixed Income Fund $676,878,609 6.7% 1.2% 2.0% 3.2% 3.1% 4.9% Mar-09

BBgBarc US Aggregate TR 0.8% 0.4% 2.7% 2.3% 4.0% Mar-09
NCSRP TCW Core Plus $338,057,640 3.3% 0.7% -- -- -- 0.7% Jan-17

BBgBarc US Aggregate TR 0.8% 0.4% 2.7% 2.3% 0.8% Jan-17
NCSRP Prudential Core Plus $338,820,969 3.3% 1.7% 3.8% -- -- 3.4% Dec-14

BBgBarc US Aggregate TR 0.8% 0.4% 2.7% 2.3% 1.8% Dec-14
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Manager & 
Strategy 

Mercer Rating Philosophy Key Strategy Observations 

Arrowstreet 
Global Equity - 

ACWI 
A 

Arrowstreet applies a quantitative process to exploit both 
behavioral and informational opportunities. Behavioral 
opportunities are created by the mistakes made by investors, 
including the tendency for investors to overreact, to herd, and to 
avoid regret. Informational opportunities stem from investors 
not fully exploiting information that is relevant to prices on a 
timely basis. Arrowstreet views this process as a core approach. 
We note that Arrowstreet's process often displays value 
characteristics although its performance does not behave in line 
with the value cycle. 

This benchmark-sensitive, quantitative approach typically exhibits a 
value tilt. It is not labeled "value" since returns do not behave in line 
with value indices. The strategy is expected to do well in trending 
markets (including growth markets) but to have greater difficulty 
managing through rapid inflection points. Several of the firm's 
strategies are available as Dublin-based pooled funds. The strategy 
does not follow a model portfolio, which may lead to some 
dispersion between similar client mandates. 

Baillie Gifford A 

The investment approach is bottom-up, based on fundamental 
research, with a focus on identifying quality, growth stocks that 
have an identifiable competitive advantage.  Portfolios will 
consist of stocks that can sustain above average growth in 
earnings and cash flow.  The time horizon is genuinely long-term 
with low turnover. 

The strategy is expected to display persistent factor bias to 
profitability. The bias towards growth and quality stocks may make it 
more difficult for this strategy to outperform during periods when 
these market characteristics are out of favour. 

BlackRock Indices A 

Through its predecessor firm BGI, BlackRock utilizes a three-
pronged philosophy across all of its index strategies.  The 
investment philosophy of passive products at BlackRock is to 
replicate the index returns while minimizing transaction costs 
and tracking error of the product. 

Boston Partners 
Large Cap Value 

Equity 
A 

Boston Partners blends quantitative modeling with fundamental 
research in constructing equity portfolios using bottom-up, 
value-oriented stock selection. The three primary tenets of the 
firm's philosophy are a value discipline, intensive internal 
research, and risk aversion. The research focuses on finding 
stocks with attractive value characteristics, strong business 
fundamentals, and a catalyst for change. 

The strategy is expected to display a persistent bias to: value. The 
strategy is a relatively conservative product that is designed with an 
eye toward principal protection. As a result of Boston Partners' focus 
on valuation, quality, and improving business prospects, the strategy 
typically performs best in down markets and periods of higher 
volatility. 

 Brown Small-Cap 
Growth Equity 

B+ 

Brown seeks to achieve superior risk-adjusted returns through a 
concentrated portfolio of diversified, small-capitalization equity 
securities. With this in mind, Brown looks to invest in companies 

with durable growth, sound governance, and a scalable go-to-
market strategy. 

The strategy is not expected to display a persistent factor bias 
relative to a core benchmark. It is managed in a GARP fashion and 

will consistently skew larger than its Russell 2000 Growth benchmark 
in terms of weighted average market cap; as such, it may 

underperform when the smallest cap stocks are in favor. Similarly, it 
has tended to perform better in up-market environments owing to 
its growth orientation and focus on the strength and durability of a 

business's long-term cash flow potential. An important attribute 
toward the strategy's long-term relative success has been its stock 

selection decisions within the Technology sector. 
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Mercer Rating Philosophy Key Strategy Observations 

Delaware Large 
Cap Value Focus 

A 

The core philosophy underlying the strategy is that the market 
can inefficiently price securities and that these inefficiencies can 
be exploited.  The team utilizes a concentrated, bottom-up, 
fundamental approach to manage the strategy, seeking 
companies that are trading at a discount to their estimated 
intrinsic values (in the form of earnings power and net assets) 
with the belief that mean reversion and lower volatility can lead 
these companies back to fair value. 

The team utilizes the S&P 500 Index for portfolio construction 
purposes, so while the strategy is concentrated, it tends to be 
diversified across all sectors. The strategy should outperform its 
peers and the benchmark when investors focus on company 
fundamentals and lag in speculative markets that favor lower quality 
names. In addition, it is suitable for assignments requiring a best-
ideas approach and a traditional to relative value orientation. 

Earnest SMID Cap 
Value 

B+ 

Earnest employs a disciplined investment philosophy that is 
rooted in the premise that stock price returns follow identifiable 
patterns. Its approach seeks to identify what factors drive each 
stock's returns by focusing on industry clusters. Given the typical 
characteristics of the firm's portfolios, such as lower P/E's than 
the market, EARNEST Partners is typically categorized as a value 
manager. It is important to point out that the firm does not 
subscribe to a deep value dogma, but rather ends up with a 
value based portfolio as an outgrowth of the process. 

The strategy will tend to fall between value and core over time 
(relative value). The portfolio is likely to benefit when growth 
investing is in favor compared to a value oriented benchmark. Given 
that the process seeks companies with relatively strong profitability 
measures and higher quality characteristics, the strategy may lag in 
market environments that reward lower quality companies. 

Galliard Stable 
Value 

A 

Galliard seeks income generation with the goal of actively 
managing risk while emphasizing downside risk protection and 

low tracking error. Galliard believes the role of fixed income is to 
control risk and deliver a competitive total return over a longer 

time horizon. Value added is primarily derived from sector 
emphasis and individual security selection utilizing a 

fundamental valuation process. Galliard focuses on an above 
average yield, not positioning the portfolio based on anticipated 

nterest rate movements 

Hotchkis and 
Wiley Large Cap 

Fundamental 
Value 

A (T) 

HWCM takes a fundamental, bottom-up approach to value 
investing. The firm seeks to exploit mispriced securities by 
investing in undiscovered or out of favor companies. The firm 
focuses on stocks where its estimate of the intrinsic value of 
future cash flows exceeds the market price. 

The Large Cap Fundamental Value strategy has a deep value bias and 
should be expected to trail relative and traditional value managers 
when markets pull back or in "risk off" environments when investors 
are particularly risk averse.  In addition, because of this bias, returns 
may not track the relevant index closely and may exhibit stretches of 
volatility. 
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Hotchkis and 
Wiley Mid-Cap 

Value 
B+ (T) 

HWCM takes a fundamental, bottom-up approach to value 
investing. The firm seeks to exploit mispriced securities by 
investing in undiscovered or out of favor companies. The firm 
focuses on stocks where its estimate of the intrinsic value of 
future cash flows exceeds the market price. 

HWCM's strategies have a deeper value bias and should be expected 
to trail more traditional value managers when markets pull back or 
when investors are particularly risk averse.  In addition, because of 
this bias, returns may not track the relevant index closely and may 
exhibit stretches of volatility.  

TCW Core Plus 
Fixed Income 

A 

JPMAM employs a value-oriented approach to fixed income 
management. Through its bottom-up process, the fixed income 
team identifies inefficiently priced securities. Yield curve 
management, with an emphasis on evaluating relative 
risk/reward relationships along the yield curve, is another 
important element of the firm's approach. 

 The firm fuses macro themes, bottom-up fundamental research, 
and robust quantitative analysis into a single well-integrated 
investment process. TCW has consistently improved its proprietary 
risk management systems and trading analytic tools to meet the 
demands of the market.

Loomis Large Cap 
Growth 

B+ (T) 

The Large Cap Growth team believes successful growth investing 
is the result of identifying a limited number of high quality 

companies capable of sustaining above average, long-term cash 
flow growth and purchasing them at discounted prices to their 

intrinsic value. The result is a concentrated, low-turnover 
portfolio of the team's highest conviction ideas.

Due to the strategy's loose portfolio construction guidelines, name 
concentration, and long-term investment horizon, clients should 

expect short-term performance fluctuations in both absolute terms 
and relative to the Russell 1000 Growth Index. Given the team's 

focus on financially strong companies and emphasis on valuation and
downside risk, the strategy usually performs better in flat to down

markets, and may lag when investor appetite for risk is high.

Although the inception date of the strategy under Hamzaogullari's
team and process at Loomis is July 1, 2010, he was able to take with
him the composite track record which dates back to mid-2006 from

Evergreen. However, the track record for the mutual fund (the
Natixis Loomis Sayles Growth Fund) includes performance of a

different team and process prior to July 1, 2010.

Mondrian 
Focused All 

Countries World 
Ex-US Equity 

B+ 

Mondrian is a long-term, value-oriented manager.  Mondrian 
aims to add value through both top-down country allocation and 
bottom-up stock selection decisions.  Over the long term, the 
manager expects stock selection to account for most of the 
excess return relative to the index.   Mondrian favours countries, 
and securities within countries, offering the most attractive 
forecast real returns. These estimates are based on long-term 
forecasts of dividend payments discounted to present value (i.e. 
a dividend discount model approach). 

The strategy is expected to display persistent factor bias to value and 
low volatility. 
A bias towards high dividend yielding stocks is expected to be a 
persistent feature of this strategy.  The strategy will tend to 
outperform during periods of falling markets, although performance 
during rising markets is generally mixed. Absolute volatility is 
expected to be lower than that of the market. 

PIMCO Inflation 
Response Multi-

Asset 
B+ (W) 

IRMAF is designed to hedge global inflation risks while targeting 
enhanced return opportunities that inflation dynamics may 
present.  The fund provides diversified exposure to a broad 
opportunity set of inflation factors or assets that will likely 
respond to different types of inflation including Treasury 
Inflation-Protected Securities (TIPS), commodities, emerging 
market (EM) currencies, real estate investment trusts (REITs), 
gold and tactical use of floating rate securities. Tail-risk hedging 
strategies are also utilized to limit the impact of periodic market 
stresses that may affect inflation-related assets. 

While the strategy seeks a return in excess of inflation, investors 
should be aware that CPI is not an investable benchmark and PIMCO 
does not seek to track it.  As such, the shorter-term performance of 
the strategy will likely be driven by factors other than realized 
inflation or changes in market inflation expectations.  Still, the 
objective of the strategy is to formulate macroeconomic views 
regarding potential inflation and then seek exposure to asset classes 
and investments that should benefit from/protect against inflation 
and that perform relatively well during periods of rising inflation.  
While the portfolio is diversified, volatility and downside risk could 
be higher than expected as many of the underlying asset classes 
have exposure to common risk factors. 
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Prudential Core 
Plus Fixed Income 

A 

Prudential's Core Plus fixed income strategy is designed to 
generate excess return from fairly equal increments of both 
sector allocation and subsector/security selection, and from 
duration and yield curve on a secondary basis. The active 
philosophy blends top down and bottom up research to drive 
sector allocation and issue selection. Duration and yield curve 
positioning is generally de-emphasized but will be considered 
when market opportunities dictate. The Core Plus strategy will 
allocate to non-benchmark sectors, including non-agency 
mortgage, high yield, and emerging markets. 

Sands Select 
Growth Equity 

A (T)  

Sands is a bottom-up, quality growth manager. The firm builds 
concentrated portfolios of leading companies, which are broadly 
diversified across a number of business lines. Sands follows a 
buy and hold philosophy with low turnover. The long-term 
investment horizon allows the companies in the portfolio to 
realize long-term business opportunities that lead to 
shareholder wealth creation. 

The strategy is expected to have a persistent factor bias to size. 
Given the strategy's loose constraints and concentrated nature, 
tracking error can be high at times. Short-term deviations relative to 
the benchmark can be quite significant and clients invested with 
Sands should be willing to take a long-term perspective. The strategy 
is best classified as aggressive growth. 

TimesSquare 
SMID Cap Growth 

A 

TSCM believes that their detailed approach and proprietary 
fundamental growth equity research skills, which place a 
particular emphasis on the assessment of management quality 
(and alignment with shareholders) and a comprehensive 
understanding of superior business models, enable their team to 
build a diversified portfolio that will generate superior risk 
adjusted returns over the long run. 

TSCM Mid Cap Growth and SMID Cap Growth each display a 
persistent bias to profitability relative to a core benchmark and are 
thus best classified as traditional growth sub-style exposures. 
Although the portfolios are sufficiently diversified on a holdings-
count basis, relative sector exposures at times can be meaningful 
(however, not meaningful enough to warrant tracking error 
designations as there are upper relative limits for the strategies 
versus the larger index sector weights).  Given the team's traditional 
growth sub-style and their valuation discipline, strategy performance 
may lag in more speculative, momentum driven markets. 

WEDGE 
Small/Mid Cap 

Value 
B+ 

The firm's philosophy is based on the premise that value 
investing produces superior investment returns over time and 
that quantitative analysis can increase the probability of 
investment success. Through fundamental and quantitative 
processes, the team seeks stocks that meet its value and quality 
criteria. 

Given the strategy's focus on higher quality companies and tendency 
to overweight lower beta names; it may struggle in market 
environments that reward lower quality and higher beta stocks. 
Nonetheless, WEDGE has experienced few periods of significant 
underperformance and generally helps protect capital in difficult 
market environments. 
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Wellington Global 
Opportunities 

(Choumenkovitch) 
B+ 

Wellington believes mispriced returns on capital drive stock 
prices either because the market underestimates improvements 
in returns or underestimates the sustainability of returns.  To 
that end, the team applies a bottom-up, fundamental process to 
find companies where opportunities to improve returns are 
misunderstood by the market place. The strategy does not have 
a consistent style bias and holdings typically include growth and 
value ideas; hence, the strategy is most appropriately classified a 
core approach. 

The strategy is broadly diversified and benchmark sensitive. The 
strategy typically exhibits an active share of 80% or higher. 

Over the long term, the portfolio should be close to neutral relative 
to the benchmark in terms of country allocation, industry and 
capitalization range. The approach performs best in broadly-trending 
markets, but suffers at market extremes such as a flight-to-quality or 
strong momentum markets. It will also underperform when mega 
cap stocks are leading the markets. 

Wellington 
Opportunistic 

Growth 
A 

The investment objective of the Opportunistic Growth portfolio 
is to provide long-term, total returns above the growth indexes 
by investing in the stocks of successful, growing companies. Over 
the long term, Wellington believes companies that can sustain 
above average earnings growth will outperform the growth 
indices and the market overall. 

The Opportunistic Growth portfolio, considered to be a traditional 
growth strategy, should be expected to perform well during up-
trending growth markets. However, because the strategy is driven by 
strong fundamentals and considers valuation, the portfolio is 
expected to underperform when the market becomes more 
speculative or risk-seeking.  
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Important notices

References to Mercer shall be construed to include Mercer LLC and/or its associated companies.

© 2017 Mercer LLC. All rights reserved.

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was
provided by Mercer. Its content may not be modified, sold or otherwise provided, in whole or in part, to any other person or entity,
without Mercer’s prior written permission.

Mercer does not provide tax or legal advice. You should contact your tax advisor, accountant and/or attorney before making any
decisions with tax or legal implications.

The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice.
They are not intended to convey any guarantees as to the future performance of the investment products, asset classes or capital
markets discussed. Past performance does not guarantee future results. Mercer’s ratings do not constitute individualized investment
advice.

Information contained herein has been obtained from a range of third party sources. While the information is believed to be reliable,
Mercer has not sought to verify it independently. As such, Mercer makes no representations or warranties as to the accuracy of the
information presented and takes no responsibility or liability (including for indirect, consequential or incidental damages), for any error,
omission or inaccuracy in the data supplied by any third party.

Mercer urges you to compare this report to any custodial statements and third party manager statements that you receive for accuracy.

This does not constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other financial instruments
or products or constitute a solicitation on behalf of any of the investment managers, their affiliates, products or strategies that Mercer
may evaluate or recommend.

The value of your investments can go down as well as up, and you may not get back the amount you have invested. Investments
denominated in a foreign currency will fluctuate with the value of the currency. Certain investments, such as securities issued by small
capitalization, foreign and emerging market issuers, real property, and illiquid, leveraged or high-yield funds, carry additional risks that
should be considered before choosing an investment manager or making an investment decision.
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For the most recent approved ratings of an investment strategy, and a fuller explanation of their meanings, contact your Mercer
representative.

For Mercer’s conflict of interest disclosures, contact your Mercer representative or see www.mercer.com/conflictsofinterest.

Returns for periods greater than one year are annualized. Returns are calculated gross of investment management fees, unless noted
as net of fees.

Style analysis graph time periods may differ reflecting the length of performance history available.

Mercer universes: Mercer’s universes are intended to provide collective samples of strategies that best allow for robust peer group
comparisons over a chosen timeframe. Mercer does not assert that the peer groups are wholly representative of and applicable to all
strategies available to investors.

THE FOLLOWING PROVISIONS APPLY TO DATA OR OTHER SERVICES PROVIDED BY THE FOLLOWING COMPANIES: Where
“End User” appears before the Vendor name, a direct end-user license with the Vendor is required to receive some indices. You are
responsible for ensuring you have in place all such licenses as are required by Vendors.

BARCLAYS: © Barclays Bank PLC 2017. This data is provided by Barclays Bank PLC. Barclays Bank PLC and its affiliated companies
accept no liability for the accuracy, timeliness or completeness of such data which is provided “as is.” All warranties in relation to such
data are hereby extended to the fullest extent permitted under applicable law.

BARCLAYS CAPITAL: The Barclays Indices are a proprietary product of Barclays. Barclays shall maintain exclusive ownership of and
rights to the Barclays Indices and that inclusion of the Barclays Indices in this Service shall not be construed to vest in the subscriber
any rights with respect to the Indices. The subscriber agrees that it will not remove any copyright notice or other notification or trade
name or marks of Barclays that may appear in the Barclays Indices and that any reproduction and/or distribution of the Barclays Indices
(if authorized) shall contain such notices and/or marks.

BARRA: © 2017 Barra International, Ltd. All rights reserved. This information may only be used for your internal use, may not be
reproduced or re-disseminated in any form and may not be used to create any financial instruments or products or any indices. This
information is provided on an “as is” basis and the user of this information assumes the entire risk of any use it may make or permit to
be made of this information. Neither MSCI, any of its affiliates or any other person involved in or related to compiling, computing or
creating this information makes any express or implied warranties or representations with respect to such information or the results to
be obtained by the use thereof, and MSCI, its affiliates and each such other person hereby expressly disclaim all warranties (including,
without limitation, all warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a
particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or
any other person involved in or related to compiling, computing or creating this information have any liability for any direct, indirect,
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special, incidental, punitive, consequential or any other damages (including, without limitation, lost profits) even if notified of, or if it might
otherwise have anticipated, the possibility of such damages. BARRA is a registered trademark of MSCI, Inc.

BLOOMBERG L.P.: © 2017 Bloomberg L.P. All rights reserved. BLOOMBERG, BLOOMBERG PROFESSIONAL, BLOOMBERG
FINANCIAL MARKETS, BLOOMBERG NEWS, BLOOMBERG TRADEMARK, BLOOMBERG BONDTRADER, AND BLOOMBERG
TELEVISION are trademarks and service marks of Bloomberg L.P. a Delaware Limited Partnership.

BURGISS: © 2017 Burgiss Group, LLC. All rights reserved. PRIVATE I, PRIVATE INFORMANT and PRIVATE IQ are trademarks and
service marks of Burgiss Group, LLC.

CENTER FOR RESEARCH IN SECURITY PRICES (CRSP): Derived based upon data from Center for Research in Security Prices
(CRSP® ), The University of Chicago Booth School of Business.

CITIGROUP GLOBAL MARKETS (formerly SALOMON SMITH BARNEY): Smith Barneysm and Citigroup Global Equity Indexsm are
service marks of Citigroup Inc. "BECAUSE ACCURACY COUNTS®" is a registered service mark of Citigroup Inc. FloatWatch© is a
trademark of Citigroup Inc. Citigroup Global Equity Index Systemsm , Citigroup Broad Market Indexsm, Citigroup Primary Market Indexsm,
Citigroup Extended Market Indexsm, Citigroup Cap-Range Indexsm, Citigroup Internet Index (NIX)sm, Citigroup Style Indices
(Growth/Value)sm, Citigroup Property Indexsm are service marks of Citigroup Inc. ©2017 Citigroup Inc. All rights reserved. Any
unauthorized use, duplication or disclosure is prohibited by law and may result in prosecution. Citigroup, including its parent,
subsidiaries and/or affiliates ("the Firm"), usually makes a market in the securities discussed or recommended in its report and may sell
to or buy from customers, as principal, securities discussed or recommended in its report. The Firm or employees preparing its report
may have a position in securities or options of any company discussed or recommended in its report. An employee of the Firm may be a
director of a company discussed or recommended in its report. The Firm may perform or solicit investment banking or other services
from any company discussed or recommended in its report. Securities recommended, offered, or sold by SSB: (i) are not insured by the
Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any insured depository institution (including Citibank);
and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although information has been
obtained from and is based upon sources SSB believes to be reliable, we do not guarantee its accuracy and it may be incomplete or
condensed. All opinions and estimates constitute SSB’s judgment as of the date of the report and are subject to change without notice.
Its report is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Its report
does not take into account the investment objectives or financial situation of any particular person. Investors should obtain advice based
on their own individual circumstances before making an investment decision.

CREDIT SUISSE FIRST BOSTON LLC. (CSFB): Copyright © 1996 – 2017 Credit Suisse First Boston LLC and/or its affiliate
companies. All rights reserved.

DATASTREAM: Source: ThomsonReuters Datastream.
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DOW JONES: The Dow Jones IndexesSM are proprietary to and distributed by Dow Jones & Company, Inc. and have been licensed for
use. All content of Dow Jones IndexesSM © 2017 is proprietary to Dow Jones & Company, Inc.

“End User” FTSE™ : is a trademark of the London Stock Exchange PLC and The Financial Times Limited and is used by FTSE
International Limited under license. Russell Investment Group Europe Ltd is licensed by FTSE International Limited to distribute FTSE
Advanced Service and other FTSE indices. FTSE shall not be responsible for any error or omission in FTSE data. All copyright and
database rights in FTSE products belong to FTSE or its licensors. Redistribution of the data comprising the FTSE products is not
permitted. You agree to comply with any restrictions or conditions imposed upon the use, access, or storage of the data as may be
notified to you by FTSE or Russell/Mellon Europe Ltd. You are not permitted to receive the FTSE Advanced Service unless you have a
separate agreement with FTSE. “FTSE™”, “FT-SE™” and “Footsie™” are trademarks of London Stock Exchange PLC and The
Financial Times Limited and are used by FTSE International Limited under license.

The FTSE Private Investor Indices are owned and calculated by FTSE International and are produced in association with APCIMS
(Association of Private Client Investment Managers and Stockbrokers). ã FTSE International Limited 2017.

The UK Value and Growth Indices are owned and calculated by FTSE International Limited in association with Russell Investment
Group. ã FTSE International Limited 2017.

HFRI: Source: Hedge Fund Research, Inc., © HFR, Inc. 2017, www.hedgefundresearch.com.

IMONEYNET: © iMoneyNet, an Informa Business.

INTERACTIVE DATA: © 2017 Interactive Data Pricing and Reference Data, Inc.

IPD: Fund information has not been independently validated by IPD. IPD did not produce this performance report.

JPMORGAN: The JPMorgan EMBI Index (i) is protected by copyright and JPMorgan claims trade secret rights, (ii) is and shall remain
the sole property of JPMorgan, and (iii) title and full ownership in the JPMorgan EMBI Index is reserved to and shall remain with
JPMorgan. All proprietary and intellectual property rights of any nature, including patents, copyrights, trademarks and trade secrets
regarding the JPMorgan EMBI Index, and any and all parts, copies, modifications, enhancements and derivative works are owned by,
and shall remain the property of JPMorgan and its affiliates. The JPMorgan EMBI Index and related materials and software were
developed, compiled, prepared and arranged by JPMorgan through expenditure of substantial time, effort and money and constitute
valuable intellectual property and trade secrets of JPMorgan. The JPMorgan EMBI Index shall not be used in a manner that would
infringe the property rights of JPMorgan or others or violate the laws, tariffs, or regulations of any country.

LIPPER: Performance data was supplied by Lipper, A Thomson Reuters Company, subject to the following: Copyright 2017 © Thomson
Reuters. All rights reserved. Any copying, republication or redistribution of Lipper Information, including by caching, framing or similar
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means, is expressly prohibited without the prior written consent of Lipper. Lipper shall not be liable for any errors or delays in the
Information, or for any actions taken in reliance thereon. Lipper performance data is total return, and is preliminary and subject to
revision. The data contained herein has been obtained from company reports, financial reporting services, periodicals, and other
resources believed to be reasonable. Although carefully verified, data on compilations is not guaranteed by Lipper Inc. – A Reuters
Company and may be incomplete. No offer or solicitations to buy or sell any of the securities herein is being made by Lipper. Portions of
the information contained in this report were derived by Mercer using Content supplied by Lipper, A Thomson Reuters Company.

MERRILL LYNCH: The Merrill Lynch Indices are used with permission. Copyright 2016, Merrill Lynch, Pierce, Fenner & Smith
Incorporated. All rights reserved. The Merrill Lynch Indices may not be copied, used, or distributed without Merrill Lynch’s prior written
approval.

This Product is not sponsored, endorsed, sold or promoted by Merrill Lynch. Merrill Lynch makes no guarantees, representations or
warranties of any kind, express or implied, to any person, including, without limitation, any member of the public regarding the use of the
Indices in the Product, the advisability of investing in securities generally or of the ability of the Index to track any market performance.
Merrill Lynch’s only relationship to Mellon Analytical Solutions or any other person or entity in respect to this Product is limited to the
licensing of the Merrill Lynch Indices, which are determined, composed, and calculated by Merrill Lynch without regard to Mellon
Analytical Solutions or this Product. Merrill Lynch retains exclusive ownership of the Indices and the programs and trademarks used in
connection with the Indices. Merrill Lynch has no obligation to take the needs of Mellon Analytical Solutions or the purchasers, investors
or participants in the Product into consideration in determining, composing or calculating the Indices, nor shall Merrill Lynch have any
obligation to continue to calculate or provide the Indices in the future. Merrill Lynch may, in its absolute discretion and without prior
notice, revise or terminate the Indices at any time. IN NO EVENT SHALL MERRILL LYNCH OR ANY OF ITS PARTNERS,
AFFILIATES, EMPLOYEES, OFFICERS, DIRECTORS OR AGENTS HAVE ANY LIABILITY TO ANY PERSON OR ENTITY FOR ANY
INDIRECT, PUNITIVE, SPECIAL, OR CONSEQUENTIAL DAMAGES, INCLUDING LOST PROFITS.

MOODY’S INVESTORS SERVICE: Moody’s © Copyright 2016, Moody’s Investors Service, Inc. (“Moody’s). Moody’s ratings (“Ratings”)
are proprietary to Moody’s or its affiliates and are protected by copyright and other intellectual property laws. Ratings are licensed to
Distributor by Moody’s. RATINGS MAY NOT BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER
TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR
ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY
PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT. Moody’s® is a registered trademark of Moody’s Investors Service, Inc.

MORNINGSTAR: Copyright (c) 2017 Morningstar. Portions of this report are the property of Morningstar, Inc. or its Information
Providers and are protected by copyright and intellectual property laws. All rights reserved.

MSCI®: Portions of this report are copyright MSCI 2017. Unpublished. All Rights Reserved. This information may only be used for your
internal use, may not be reproduced or redisseminated in any form and may not be used to create any financial instruments or products
or any indices. This information is provided on an “as is” basis and the user of this information assumes the entire risk of any use it may
make or permit to be made of this information. Neither MSCI, any of its affiliates or any other person involved in or related to compiling,
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computing or creating this information makes any express or implied warranties or representations with respect to such information or
the results to be obtained by the use thereof, and MSCI, its affiliates and each such other person hereby expressly disclaim all
warranties (including, without limitation, all warranties of originality, accuracy, completeness, timeliness, non-infringement,
merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event
shall MSCI, any of its affiliates or any other person involved in or related to compiling, computing or creating this information have any
liability for any direct, indirect, special, incidental, punitive, consequential or any other damages (including, without limitation, lost profits)
even if notified of, or if it might otherwise have anticipated, the possibility of such damages. MSCI is a registered trademark of MSCI,
Inc.

NAREIT: NAREIT® is the exclusive registered mark of the National Association of Real Estate Investment Trusts.

NCREIF: All NCREIF Data – Copyright by the National Council of Real Estate Investment Fiduciaries. This information is proprietary
and may not be reported in whole or in part without written permission.

PRIVATE INFORMANT: © 2017 The Burgiss Group, LLC.

RUSSELL INVESTMENT GROUP: Russell Investment Group is the source and owner of certain of the data contained or reflected in
this material and all trademarks and copyrights related thereto. The material may contain confidential information and unauthorized use,
disclosure, copying, dissemination or redistribution is strictly prohibited. This is a user presentation of the data. Russell Investment
Group is not responsible for the formatting or configuration of this material or for any inaccuracy in presentation thereof. Russell indices
are trademarks/service marks of the Russell Investment Group. Russell® is a trademark of the Russell Investment Group.

STANDARD & POOR’S: Standard & Poor’s information contained in this document is subject to change without notice. Standard &
Poor’s cannot guarantee the accuracy, adequacy or completeness of the information and is not responsible for any errors or omissions
or for results obtained from use of such information. Standard & Poor’s makes no warranties or merchantability or fitness for a particular
purpose. In no event shall Standard & Poor’s be liable for direct, indirect or incidental, special or consequential damages from the
information here regardless of whether such damages were foreseen or unforeseen.

STYLE RESEARCH: Source: Style Research Ltd.

WILSHIRE ASSOCIATES: Copyright © 2017 Wilshire Associates Incorporated.

Investment advisory services provided by Mercer Investment Consulting LLC. Mercer Investment Consulting LLC is a federally
registered investment advisor under the Investment Advisers Act of 1940, as amended, providing nondiscretionary and discretionary
investment advice to its clients on an individual basis. Registration as an investment advisor does not imply a certain level of skill or
training. The oral and written communications of an advisor provide you with information about which you determine to hire or retain an
advisor. Mercer’s Form ADV Part 2A & 2B can be obtained by written request directed to: Compliance Department, Mercer Investments,
701 Market Street, Suite 1100, St. Louis, MO 63011.
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Services Provided by Mercer Investment Consulting LLC




