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E X E C U T I V E  S U M M A R Y
Mercer Manager Research and News Items

• During the quarter, Mercer held four on-site visits with NC managers (BlackRock, 
Brown, Macquarie and TimesSquare)
– Mercer did not have any concerns as a result of these meetings outside of 

previously discussed issues with TimesSquare
– Macquarie announced that they would be re-opening their large cap value 

strategy to all investors after closing the strategy in 2016 
• Mercer is comfortable with these changes given the reduced assets from 2016, 

the teams low turnover approach along with the conservative capacity 
boundaries set by the team

Performance Updates 

• As of 5/31/18, six of the seven NC active Fund’s outperformed their respective 
indices net of fees since inception 

• Currently, the Sands LCG, Hotchkis Mid Value, and TimesSquare SMID Growth 
strategies are on the watch list for performance concerns 
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E X E C U T I V E  S U M M A R Y  ( C O N T I N U E D )

Watch List Recommendations 

• We recommend removing the Sands LCG strategy from the Watch List, given the 
significant rebound in performance post-2016
– The strategy is concentrated (20-25 stocks) and will have high tracking error relative 

to the benchmark 
– Strategy underperformed the benchmark by 13.9% in 2016 and flagged the Watch 

List 
– Since 2016, the strategy outperformed the benchmark by 14.1% and ranked in the 

top decile of the peer group universe 
– Strongest since inception absolute (22.2%) and relative returns (4.1%) of any 

manager in the Plan

• We recommend adding the Mondrian International Equity strategy to the Watch List 
due to underperformance relative to the benchmark 
– Long-term value oriented process that places an emphasis on dividends and quality 

factors 
– Plays the role of the downside protector in the NC International Equity Fund
– Struggled in 2017 as value oriented stocks were out of favor internationally (-4.4%) 

relative return 
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Market Performance
First Quarter 2018

P E R F O R M A N C E  S U M M A R Y  
Q U A R T E R  I N  R E V I E W

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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Market Performance
First Quarter 2018

Performance Summary 
Quarter in Review
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Watch List Criteria 

Mercer Investment Consulting, Inc. 

Performance

Philosophy Change

Organizational Instability
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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 
Search for 

Replacement 
Options  

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 four calendar 
years.  Historically, the higher quality fundamental approach has been beneficial during falling 
markets and that is where the strategy had 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. Over 2017, 
TimesSquare trailed the index by 230 basis points and ranked in the bottom half of the peer 
group universe.  TimeSquare continued to struggle with selection in the healthcare sector, as 
this was responsible for a majority of the strategy’s underperformance. TimesSquare was hurt 
by its underweight to the more speculative biotechnology industry but the selection within 
health care services was the largest detractor. Security selection in the health care sector has 
detracted from performance each of the last four years and continues to be a headwind for the 
team. TSCM experienced analyst turnover in late 2015 and replaced the departures with two 
experienced analysts, one focusing on healthcare services while the other focused on 
biotechnology. The portfolio holdings have turned over significantly over the last two years but 
performance continues to trail the broad market. The health care sector represents 18.1% of 
the benchmark, therefore we think it is important that TSCAM have a strong experienced team 
in place to analyze this area of the universe. 
For the first quarter 2018, the portfolio outperformed its benchmark by 70 basis points and 
ranked in the 61st percentile. The strategy benefited from an overweight allocation to the 
strong performing information technology  during the quarter. 
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Total Fund



Stable Value Fund Fixed Income Passive Fund Fixed Income Fund Inflation Responsive Fund

Large Cap Passive Large Cap Core Fund Mid/Small Cap Passive SMID Cap Core Fund

International Passive International Equity Global Equity

Stable Value Fund
22.6 %

Fixed Income Passive Fund
4.7 %

Fixed Income Fund
6.7 %

Inflation Responsive Fund
4.5 %

Global Equity
9.3 %

International Equity
6.5 %

International Passive
0.7 %

SMID Cap Core Fund
9.1 %

Mid/Small Cap Passive
2.6 %

Large Cap Core Fund
19.0 %

Large Cap Passive
14.3 %

Asset Allocation
As of March 31, 2018

North Carolina
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Market
Value

($)
%

Ending March 31, 2018

Since
Inception

5
Years

3
Years

1
Year

1
Quarter

Inception
Date

Total Fund 16,363,212,441 100.0

Large Cap Passive 1,613,475,050 9.9 16.5 (19) 13.2 (20) 10.7 (17) 14.0 (41) -0.8 (46) Apr-09
   S&P 500 16.7 (17) 13.3 (15) 10.8 (16) 14.0 (41) -0.8 (46)
      Mercer Mutual Fund US Equity Large Cap Core Median 15.3 12.0 9.3 13.3 -0.9

NCSRP BlackRock Equity Index 1,613,475,050 9.9 16.7 (61) 13.3 (40) 10.8 (34) 14.0 (35) -0.7 (41) Apr-09
   S&P 500 16.7 (67) 13.3 (38) 10.8 (42) 14.0 (45) -0.8 (60)
      Mercer Instl US Equity Large Cap Index Median 16.7 13.3 10.8 14.0 -0.8

Large Cap Core Fund 2,135,636,717 13.1 7.0 (37) - - - 1.1 (30) Oct-17
   Russell 1000 Index 5.9 (50) 13.2 (36) 10.4 (35) 14.0 (50) -0.7 (51)
      Mercer Mutual Fund US Equity Large Cap Median 5.7 12.3 9.5 13.9 -0.7

NCSRP Russell 1000 Index 528,900,789 3.2 5.3 (64) - - - -0.8 (53) Oct-17
   Russell 1000 Index 5.9 (55) 13.2 (50) 10.4 (42) 14.0 (53) -0.7 (51)
      Mercer Instl US Equity Large Cap Median 6.1 13.2 10.0 14.4 -0.7

NCSRP Macquarie Large Cap Value 410,047,725 2.5 8.2 (58) - - 9.5 (67) -0.9 (15) Jun-15
   Macquarie Large Cap Value Strategy 8.5 (49) 12.5 (33) 8.8 (50) 9.9 (61) -0.8 (13)
   Russell 1000 Value Index 7.5 (69) 10.8 (72) 7.9 (70) 6.9 (89) -2.8 (77)
      Mercer Instl US Equity Large Cap Value Median 8.4 11.8 8.7 10.5 -2.1

NCSRP Hotchkis & Wiley Large Cap Value 404,560,402 2.5 18.6 (2) 13.4 (16) 9.6 (28) 11.3 (38) -3.0 (81) Apr-09
   Russell 1000 Value Index 15.5 (63) 10.8 (72) 7.9 (70) 6.9 (89) -2.8 (77)
      Mercer Instl US Equity Large Cap Value Median 15.9 11.8 8.7 10.5 -2.1

NCSRP Loomis Large Cap Growth 398,076,084 2.4 16.8 (5) - 16.1 (3) 24.4 (25) 1.1 (75) Aug-14
   Loomis Large Cap Growth Strategy 16.3 (8) 17.3 (11) 15.7 (4) 24.2 (27) 0.8 (79)
   Russell 1000 Growth Index 13.9 (30) 15.5 (40) 12.9 (28) 21.3 (50) 1.4 (69)
      Mercer Instl US Equity Large Cap Growth Median 13.0 15.2 11.7 21.2 2.3

Total Fund Performance Measurement
Run Date: April 20, 2018 As of March 31, 2018

North Carolina
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Total Fund Performance Measurement
Run Date: April 20, 2018 As of March 31, 2018

North Carolina

Market
Value

($)
%

Ending March 31, 2018

Since
Inception

5
Years

3
Years

1
Year

1
Quarter

Inception
Date

NCSRP Sands Capital Large Cap Growth 394,051,717 2.4 22.2 (1) 16.0 (27) 12.7 (29) 30.8 (4) 9.7 (1) Apr-09
   Russell 1000 Growth Index 18.1 (31) 15.5 (40) 12.9 (28) 21.3 (50) 1.4 (69)
      Mercer Instl US Equity Large Cap Growth Median 17.3 15.2 11.7 21.2 2.3

Mid/Small Cap Passive 290,211,500 1.8 17.6 (31) 11.5 (37) 8.2 (42) 12.2 (42) -0.2 (46) Apr-09
   Russell 2500 Index 17.6 (30) 11.5 (36) 8.2 (42) 12.3 (42) -0.2 (46)
      Mercer Mutual Fund US Equity Small+Mid Median 16.6 10.8 7.5 11.0 -0.6

NCSRP BlackRock Russell 2500 Index Fund 290,211,500 1.8 17.7 (64) 11.6 (69) 8.2 (64) 12.2 (48) -0.2 (50) Apr-09
   Russell 2500 Index 17.6 (66) 11.5 (70) 8.2 (65) 12.3 (48) -0.2 (50)
      Mercer Instl US Equity Small + Mid Cap Median 18.4 12.5 9.1 11.9 -0.3

SMID Cap Core Fund 1,024,140,620 6.3 5.0 (40) - - - 0.4 (38) Oct-17
   Russell 2500 Index 5.0 (40) 11.5 (36) 8.2 (42) 12.3 (42) -0.2 (46)
      Mercer Mutual Fund US Equity Small+Mid Median 4.0 10.8 7.5 11.0 -0.6

NCSRP Russell 2500 Index 50,795,276 0.3 3.8 (55) - - - -0.2 (49) Oct-17
   Russell 2500 Index 5.0 (43) 11.5 (70) 8.2 (65) 12.3 (48) -0.2 (50)
      Mercer Instl US Equity Small + Mid Cap Median 4.4 12.5 9.1 11.9 -0.3

NCSRP Hotchkis & Wiley 162,578,965 1.0 20.3 (2) 10.0 (73) 4.9 (83) 6.0 (69) -1.6 (45) Apr-09
   Hotchkis Custom SMID Value Index 17.1 (57) 9.9 (81) 7.3 (53) 5.7 (73) -2.7 (73)
      Mercer Instl US Equity SMID Value Median 17.3 10.9 7.4 8.4 -1.9

NCSRP EARNEST Partners 161,141,800 1.0 17.9 (38) 13.3 (4) 10.0 (9) 13.3 (12) -2.1 (60) Apr-09
   EARNEST Custom SMID Value Index 16.1 (76) 9.9 (81) 7.3 (53) 5.7 (73) -2.7 (73)
      Mercer Instl US Equity SMID Value Median 17.3 10.9 7.4 8.4 -1.9

NCSRP WEDGE SMID Cap Value 162,815,502 1.0 14.9 (22) 11.3 (35) 7.2 (55) 5.4 (77) -3.1 (90) Jan-12
   Russell 2500 Value Index 13.1 (65) 9.9 (81) 7.3 (53) 5.7 (73) -2.7 (73)
      Mercer Instl US Equity SMID Value Median 13.8 10.9 7.4 8.4 -1.9
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Total Fund Performance Measurement
Run Date: April 20, 2018 As of March 31, 2018

North Carolina

Market
Value

($)
%

Ending March 31, 2018

Since
Inception

5
Years

3
Years

1
Year

1
Quarter

Inception
Date

NCSRP Brown Advisory 242,236,649 1.5 18.9 (33) 14.1 (33) 11.8 (32) 17.4 (72) 3.9 (44) Apr-09
   Brown Custom SMID Growth Index 18.3 (57) 13.4 (46) 9.1 (56) 19.9 (53) 2.4 (71)
      Mercer Instl US Equity SMID Growth Median 18.5 13.1 9.4 20.1 3.4

NCSRP TimesSquare SMID Growth 244,572,429 1.5 12.7 (38) 11.2 (79) 7.4 (74) 19.1 (60) 3.1 (61) Jul-11
   TimesSquare Custom SMID Growth Index 12.2 (59) 13.4 (46) 9.1 (56) 19.9 (53) 2.4 (71)
      Mercer Instl US Equity SMID Growth Median 12.5 13.1 9.4 20.1 3.4

International Passive 76,557,394 0.5 10.5 (47) 6.1 (66) 6.5 (32) 17.2 (23) -0.7 (27) Apr-09
   MSCI AC World ex USA 10.9 (20) 6.4 (52) 6.7 (29) 17.0 (26) -1.1 (51)
      Mercer Mutual Fund World ex US/EAFE Equity Index Median 10.4 6.4 6.0 15.3 -1.1

NCSRP BlackRock ACWI ex US Fund 76,557,394 0.5 10.7 (89) 6.2 (98) 6.5 (23) 17.3 (18) -0.8 (24) Apr-09
   MSCI AC World ex USA 10.9 (14) 6.4 (86) 6.7 (18) 17.0 (21) -1.1 (39)
      Mercer Instl World ex US/EAFE Equity Passive Median 10.8 6.7 6.0 15.4 -1.3

International Equity 729,417,210 4.5 11.3 (48) 7.1 (48) 7.6 (34) 17.3 (49) -1.2 (72) Apr-09
   MSCI AC World ex USA 10.9 (54) 6.4 (66) 6.7 (49) 17.0 (52) -1.1 (67)
      Mercer Mutual Fund World ex US/EAFE Equity Median 11.1 7.0 6.6 17.2 -0.6

NCSRP Baillie Gifford ACWI ex US Growth 363,239,272 2.2 14.3 (10) 9.3 (25) 10.9 (7) 23.0 (15) -0.8 (51) Apr-09
   MSCI AC World ex USA 10.9 (82) 6.4 (89) 6.7 (63) 17.0 (54) -1.1 (61)
   MSCI AC World ex USA Growth 11.3 (73) 7.2 (74) 7.7 (44) 20.3 (24) -0.8 (51)
      Mercer Instl World ex US/EAFE Equity Median 12.2 8.1 7.3 17.5 -0.7

NCSRP Mondrian ACWI ex US Value 366,177,938 2.2 9.9 (97) 6.2 (91) 5.4 (89) 12.7 (90) -1.5 (72) Apr-09
   MSCI AC World ex USA 10.9 (82) 6.4 (89) 6.7 (63) 17.0 (54) -1.1 (61)
   MSCI AC World ex USA Value 10.4 (90) 5.5 (98) 5.6 (83) 13.9 (83) -1.4 (66)
      Mercer Instl World ex US/EAFE Equity Median 12.2 8.1 7.3 17.5 -0.7
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Total Fund Performance Measurement
Run Date: April 20, 2018 As of March 31, 2018

North Carolina

Market
Value

($)
%

Ending March 31, 2018

Since
Inception

5
Years

3
Years

1
Year

1
Quarter

Inception
Date

Global Equity 1,050,100,694 6.4 14.1 (38) 11.6 (19) 9.1 (31) 17.7 (33) 1.2 (23) Apr-09
   MSCI AC World Index 13.7 (43) 9.8 (49) 8.7 (35) 15.4 (45) -0.8 (56)
      Mercer Mutual Fund Global Equity Median 13.2 9.7 7.9 14.7 -0.6

NCSRP Wellington Global Opportunities 522,119,951 3.2 12.9 (19) 12.4 (16) 9.1 (46) 17.3 (40) 1.2 (21) Aug-10
   MSCI AC World Index 10.4 (71) 9.8 (69) 8.7 (54) 15.4 (57) -0.8 (57)
      Mercer Instl Global Equity Median 11.3 10.7 8.9 16.1 -0.6

NCSRP Arrowstreet Global Equity ACWI 527,980,742 3.2 12.3 (20) 12.3 (16) 10.5 (22) 19.5 (24) 1.6 (15) Apr-12
   MSCI AC World Index 10.0 (71) 9.8 (69) 8.7 (54) 15.4 (57) -0.8 (57)
      Mercer Instl Global Equity Median 10.9 10.7 8.9 16.1 -0.6

Inflation Responsive Fund 505,354,020 3.1 2.2 (26) - 3.5 (14) 6.0 (30) -0.1 (15) Oct-13
   PIMCO Inflation Response Index 0.1 (80) -1.3 (90) 1.1 (64) 2.6 (79) -0.7 (26)
      Mercer Mutual Fund Diversified Inflation Hedge Median 1.0 0.2 2.0 5.1 -1.2

NCSRP PIMCO Inflation Response Multi-Asset 505,354,020 3.1 3.1 (8) - 4.3 (7) 6.8 (24) 0.1 (7) Oct-13
   PIMCO Inflation Response Multi-Asset Strategy 2.4 (19) 0.5 (39) 3.1 (24) 6.0 (29) -0.1 (15)
   PIMCO Inflation Response Index 0.1 (80) -1.3 (90) 1.1 (64) 2.6 (79) -0.7 (26)
   CPI - All Urban Consumers (Unadjusted) 1.4 (36) 1.4 (14) 1.9 (54) 2.4 (82) 1.2 (5)
      Mercer Mutual Fund Diversified Inflation Hedge Median 1.0 0.2 2.0 5.1 -1.2

Fixed Income Passive Fund 531,339,169 3.2 2.5 (62) 1.7 (54) 1.1 (64) 1.2 (58) -1.5 (72) Oct-10
   Blmbg. Barc. U.S. Aggregate 2.6 (60) 1.8 (48) 1.2 (62) 1.2 (58) -1.5 (70)
      Mercer Mutual Fund US Fixed Core Median 2.8 1.8 1.4 1.4 -1.2

NCSRP BlackRock Debt Index Fund 531,339,169 3.2 2.7 (58) 1.9 (46) 1.3 (59) 1.3 (57) -1.5 (70) Oct-10
   Blmbg. Barc. U.S. Aggregate 2.6 (60) 1.8 (48) 1.2 (62) 1.2 (58) -1.5 (70)
      Mercer Mutual Fund US Fixed Core Median 2.8 1.8 1.4 1.4 -1.2
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Total Fund Performance Measurement
Run Date: April 20, 2018 As of March 31, 2018

North Carolina

Market
Value

($)
%

Ending March 31, 2018

Since
Inception

5
Years

3
Years

1
Year

1
Quarter

Inception
Date

Fixed Income Fund 748,638,706 4.6 4.6 (47) 2.3 (28) 2.1 (20) 2.4 (19) -1.3 (55) Apr-09
   Blmbg. Barc. U.S. Aggregate 3.7 (67) 1.8 (48) 1.2 (62) 1.2 (58) -1.5 (70)
      Mercer Mutual Fund US Fixed Core Median 4.5 1.8 1.4 1.4 -1.2

NCSRP TCW Core Plus 374,194,068 2.3 1.9 (83) - - 1.6 (70) -1.2 (36) Jan-17
   TCW Core Plus Bond Strategy 2.1 (66) 2.4 (48) 1.6 (64) 1.6 (69) -1.2 (37)
   Blmbg. Barc. U.S. Aggregate 1.6 (90) 1.8 (88) 1.2 (91) 1.2 (88) -1.5 (73)
      Mercer Instl US Fixed Core Median 2.4 2.3 1.9 1.9 -1.3

NCSRP Prudential Core Plus 374,444,637 2.3 3.6 (7) - 3.2 (8) 3.7 (7) -1.2 (36) Jan-15
   Prudential Core Plus Strategy 3.6 (8) 3.6 (8) 3.1 (9) 3.7 (7) -1.3 (44)
   Blmbg. Barc. U.S. Aggregate 1.6 (91) 1.8 (88) 1.2 (91) 1.2 (88) -1.5 (73)
      Mercer Instl US Fixed Core Median 2.3 2.3 1.9 1.9 -1.3

Stable Value Fund 2,548,303,500 15.6 2.5 (19) 1.9 (25) 2.0 (21) 2.1 (21) 0.5 (21) Jul-09
   3-Year Constant Maturity Yield 1.0 (100) 1.1 (100) 1.3 (100) 1.8 (91) 0.6 (1)
   T-BILLS + 1.5% 1.7 (76) 1.8 (32) 2.0 (16) 2.6 (1) 0.7 (1)
      Mercer Instl Stable Value Median 1.9 1.7 1.8 1.9 0.5

GoalMaker Funds 5,110,037,862 31.2

Conservative 0-5 Yrs 511,651,658 3.1 6.0 (99) 4.1 (92) 3.6 (89) 5.1 (88) -0.2 (1) Jul-09
   C01 Benchmark 4.9 (100) 3.8 (97) 3.2 (93) 4.8 (93) -0.3 (8)
      Mercer Mutual Fund Target Date 2015 Median 8.6 5.9 4.7 7.1 -0.8

Conservative 6-10 Yrs 130,080,191 0.8 7.1 (93) 5.0 (74) 4.3 (75) 6.5 (81) -0.1 (5) Jul-09
   C02 Benchmark 5.9 (100) 4.6 (80) 4.0 (82) 6.1 (85) -0.3 (11)
      Mercer Mutual Fund Target Date 2020 Median 9.2 6.2 5.0 8.0 -0.8

Conservative 11-15 Yrs 90,879,607 0.6 8.7 (94) 6.6 (72) 5.6 (69) 8.8 (73) -0.2 (10) Jul-09
   C03 Benchmark 8.0 (100) 6.3 (76) 5.3 (72) 8.2 (77) -0.5 (40)
      Mercer Mutual Fund Target Date 2025 Median 10.1 7.1 5.7 9.6 -0.7
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Total Fund Performance Measurement
Run Date: April 20, 2018 As of March 31, 2018

North Carolina

Market
Value

($)
%

Ending March 31, 2018

Since
Inception

5
Years

3
Years

1
Year

1
Quarter

Inception
Date

Conservative 16+ Yrs 218,409,896 1.3 10.4 (61) 8.2 (38) 6.9 (23) 11.4 (31) -0.2 (16) Jul-09
   C04 Benchmark 9.9 (67) 7.9 (46) 6.6 (34) 10.7 (58) -0.6 (44)
      Mercer Mutual Fund Target Date 2030 Median 10.7 7.6 6.3 10.8 -0.7

Moderate 0-5 Yrs 651,261,715 4.0 7.5 (92) 5.5 (66) 4.8 (43) 7.3 (48) -0.2 (1) Jul-09
   M01 Benchmark 6.6 (96) 5.2 (82) 4.4 (72) 6.8 (62) -0.4 (13)
      Mercer Mutual Fund Target Date 2015 Median 8.6 5.9 4.7 7.1 -0.8

Moderate 6-10 Yrs 456,789,570 2.8 8.5 (69) 6.6 (40) 5.6 (19) 8.8 (22) -0.2 (7) Jul-09
   M02 Benchmark 8.0 (74) 6.3 (48) 5.3 (37) 8.2 (44) -0.5 (30)
      Mercer Mutual Fund Target Date 2020 Median 9.2 6.2 5.0 8.0 -0.8

Moderate 11-15 Yrs 406,449,655 2.5 9.9 (65) 7.8 (24) 6.6 (12) 10.8 (10) -0.2 (9) Jul-09
   M03 Benchmark 9.4 (81) 7.4 (38) 6.3 (20) 10.1 (32) -0.6 (44)
      Mercer Mutual Fund Target Date 2025 Median 10.1 7.1 5.7 9.6 -0.7

Moderate 16+ Yrs 833,633,665 5.1 11.6 (10) 9.4 (5) 7.9 (1) 13.6 (1) -0.1 (15) Jul-09
   M04 Benchmark 11.3 (19) 9.1 (6) 7.6 (6) 12.8 (5) -0.7 (45)
      Mercer Mutual Fund Target Date 2030 Median 10.7 7.6 6.3 10.8 -0.7

Aggressive 0-5 Yrs 287,528,439 1.8 9.1 (28) 6.9 (1) 5.8 (2) 9.3 (1) -0.2 (1) Jul-09
   R01 Benchmark 8.3 (77) 6.5 (19) 5.5 (12) 8.6 (12) -0.6 (36)
      Mercer Mutual Fund Target Date 2015 Median 8.6 5.9 4.7 7.1 -0.8

Aggressive 6-10 Yrs 316,841,072 1.9 10.1 (5) 7.8 (2) 6.6 (1) 10.8 (1) -0.2 (7) Jul-09
   R02 Benchmark 9.4 (35) 7.4 (5) 6.3 (4) 10.1 (3) -0.6 (35)
      Mercer Mutual Fund Target Date 2020 Median 9.2 6.2 5.0 8.0 -0.8

Aggressive 11-15 Yrs 324,272,276 2.0 11.2 (4) 9.0 (1) 7.5 (1) 12.8 (1) -0.1 (8) Jul-09
   R03 Benchmark 10.9 (10) 8.7 (4) 7.3 (1) 12.0 (1) -0.6 (46)
      Mercer Mutual Fund Target Date 2025 Median 10.1 7.1 5.7 9.6 -0.7
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Total Fund Performance Measurement
Run Date: April 20, 2018 As of March 31, 2018

North Carolina

Market
Value

($)
%

Ending March 31, 2018

Since
Inception

5
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3
Years

1
Year

1
Quarter

Inception
Date

Aggressive 16+ Yrs 882,240,118 5.4 12.9 (1) 10.6 (1) 8.8 (1) 15.6 (1) -0.1 (15) Jul-09
   R04 Benchmark 12.9 (1) 10.4 (1) 8.7 (1) 14.7 (1) -0.7 (46)
      Mercer Mutual Fund Target Date 2030 Median 10.7 7.6 6.3 10.8 -0.7
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Market
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Ending March 31, 2018
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Total Fund 16,363,212,441 100.0

Large Cap Passive 1,613,475,050 9.9 16.5 13.2 10.7 14.0 -0.8 Apr-09
   S&P 500 16.7 13.3 10.8 14.0 -0.8

NCSRP BlackRock Equity Index 1,613,475,050 9.9 16.7 13.3 10.8 14.0 -0.7 Apr-09
   S&P 500 16.7 13.3 10.8 14.0 -0.8

Large Cap Core Fund 2,135,636,717 13.1 7.0 - - - 1.1 Oct-17
   Russell 1000 Index 5.9 13.2 10.4 14.0 -0.7

NCSRP Russell 1000 Index 528,900,789 3.2 5.3 - - - -0.8 Oct-17
   Russell 1000 Index 5.9 13.2 10.4 14.0 -0.7

NCSRP Macquarie Large Cap Value 410,047,725 2.5 7.9 - - 9.2 -1.0 Jun-15
   Russell 1000 Value Index 7.5 10.8 7.9 6.9 -2.8

NCSRP Hotchkis & Wiley Large Cap Value 404,560,402 2.5 18.1 12.8 9.0 10.8 -3.1 Apr-09
   Russell 1000 Value Index 15.5 10.8 7.9 6.9 -2.8

NCSRP Loomis Large Cap Growth 398,076,084 2.4 16.3 - 15.6 23.9 1.0 Aug-14
   Russell 1000 Growth Index 13.9 15.5 12.9 21.3 1.4

NCSRP Sands Capital Large Cap Growth 394,051,717 2.4 21.6 15.5 12.2 30.1 9.6 Apr-09
   Russell 1000 Growth Index 18.1 15.5 12.9 21.3 1.4

Mid/Small Cap Passive 290,211,500 1.8 17.6 11.5 8.2 12.2 -0.2 Apr-09
   Russell 2500 Index 17.6 11.5 8.2 12.3 -0.2

NCSRP BlackRock Russell 2500 Index Fund 290,211,500 1.8 17.7 11.6 8.2 12.2 -0.3 Apr-09
   Russell 2500 Index 17.6 11.5 8.2 12.3 -0.2

SMID Cap Core Fund 1,024,140,620 6.3 5.0 - - - 0.4 Oct-17
   Russell 2500 Index 5.0 11.5 8.2 12.3 -0.2

Total Fund Performance Measurement - Net of Fees
Run Date: April 20, 2018 As of March 31, 2018

North Carolina

22



Total Fund Performance Measurement - Net of Fees
Run Date: April 20, 2018 As of March 31, 2018

North Carolina

Market
Value

($)
%

Ending March 31, 2018

Since
Inception

5
Years

3
Years

1
Year

1
Quarter

Inception
Date

NCSRP Russell 2500 Index 50,795,276 0.3 3.8 - - - -0.2 Oct-17
   Russell 2500 Index 5.0 11.5 8.2 12.3 -0.2

NCSRP Hotchkis & Wiley 162,578,965 1.0 19.6 9.4 4.3 5.5 -1.7 Apr-09
   Hotchkis Custom SMID Value Index 17.1 9.9 7.3 5.7 -2.7

NCSRP EARNEST Partners 161,141,800 1.0 17.2 12.7 9.4 12.7 -2.2 Apr-09
   EARNEST Custom SMID Value Index 16.1 9.9 7.3 5.7 -2.7

NCSRP WEDGE SMID Cap Value 162,815,502 1.0 14.1 10.5 6.5 4.7 -3.3 Jan-12
   Russell 2500 Value Index 13.1 9.9 7.3 5.7 -2.7

NCSRP Brown Advisory 242,236,649 1.5 18.2 13.5 11.1 16.8 3.7 Apr-09
   Brown Custom SMID Growth Index 18.3 13.4 9.1 19.9 2.4

NCSRP TimesSquare SMID Growth 244,572,429 1.5 11.8 10.4 6.6 18.3 3.0 Jul-11
   TimesSquare Custom SMID Growth Index 12.2 13.4 9.1 19.9 2.4

International Passive 76,557,394 0.5 10.5 6.1 6.5 17.2 -0.7 Apr-09
   MSCI AC World ex USA 10.9 6.4 6.7 17.0 -1.1

NCSRP BlackRock ACWI ex US Fund 76,557,394 0.5 10.6 6.1 6.5 17.2 -0.8 Apr-09
   MSCI AC World ex USA 10.9 6.4 6.7 17.0 -1.1

International Equity 729,417,210 4.5 11.3 7.1 7.6 17.3 -1.2 Apr-09
   MSCI AC World ex USA 10.9 6.4 6.7 17.0 -1.1

NCSRP Baillie Gifford ACWI ex US Growth 363,239,272 2.2 13.8 8.9 10.4 22.6 -0.8 Apr-09
   MSCI AC World ex USA 10.9 6.4 6.7 17.0 -1.1
   MSCI AC World ex USA Growth 11.3 7.2 7.7 20.3 -0.8

NCSRP Mondrian ACWI ex US Value 366,177,938 2.2 9.4 5.8 4.9 12.3 -1.6 Apr-09
   MSCI AC World ex USA 10.9 6.4 6.7 17.0 -1.1
   MSCI AC World ex USA Value 10.4 5.5 5.6 13.9 -1.4
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Total Fund Performance Measurement - Net of Fees
Run Date: April 20, 2018 As of March 31, 2018

North Carolina

Market
Value
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%

Ending March 31, 2018

Since
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5
Years

3
Years

1
Year

1
Quarter

Inception
Date

Global Equity 1,050,100,694 6.4 14.1 11.6 9.1 17.7 1.2 Apr-09
   MSCI AC World Index 13.7 9.8 8.7 15.4 -0.8

NCSRP Wellington Global Opportunities 522,119,951 3.2 12.4 11.8 8.5 16.8 1.0 Aug-10
   MSCI AC World Index 10.4 9.8 8.7 15.4 -0.8

NCSRP Arrowstreet Global Equity ACWI 527,980,742 3.2 11.6 11.6 9.8 18.9 1.4 Apr-12
   MSCI AC World Index 10.0 9.8 8.7 15.4 -0.8

Inflation Responsive Fund 505,354,020 3.1 2.2 - 3.5 6.0 -0.1 Oct-13
   PIMCO Inflation Response Index 0.1 -1.3 1.1 2.6 -0.7

NCSRP PIMCO Inflation Response Multi-Asset 505,354,020 3.1 2.4 - 3.6 6.1 -0.1 Oct-13
   PIMCO Inflation Response Index 0.1 -1.3 1.1 2.6 -0.7
   CPI - All Urban Consumers (Unadjusted) 1.4 1.4 1.9 2.4 1.2

Fixed Income Passive Fund 531,339,169 3.2 2.5 1.7 1.1 1.2 -1.5 Oct-10
   Blmbg. Barc. U.S. Aggregate 2.6 1.8 1.2 1.2 -1.5

NCSRP BlackRock Debt Index Fund 531,339,169 3.2 2.6 1.8 1.2 1.2 -1.5 Oct-10
   Blmbg. Barc. U.S. Aggregate 2.6 1.8 1.2 1.2 -1.5

Fixed Income Fund 748,638,706 4.6 4.6 2.3 2.1 2.4 -1.3 Apr-09
   Blmbg. Barc. U.S. Aggregate 3.7 1.8 1.2 1.2 -1.5

NCSRP TCW Core Plus 374,194,068 2.3 1.7 - - 1.4 -1.2 Jan-17
   Blmbg. Barc. U.S. Aggregate 1.6 1.8 1.2 1.2 -1.5

NCSRP Prudential Core Plus 374,444,637 2.3 3.4 - 3.0 3.4 -1.2 Jan-15
   Blmbg. Barc. U.S. Aggregate 1.6 1.8 1.2 1.2 -1.5

Stable Value Fund 2,548,303,500 15.6 2.5 1.9 2.0 2.1 0.5 Jul-09
   3-Year Constant Maturity Yield 1.0 1.1 1.3 1.8 0.6
   T-BILLS + 1.5% 1.7 1.8 2.0 2.6 0.7

24



25



26



27



28



29





IMPORTANT NOTICES
References to Mercer shall be construed to include Mercer LLC and/or its associated companies. © 2018 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.that should be considered before choosing an investment manager or making an investment decision.

This presentation is for sophisticated investors only and accredited or qualified investors only. Funds of private capital funds are speculative and involve a high degree of risk. Private capital fund
managers have total authority over the private capital funds. The use of a single advisor applying similar strategies could mean lack of diversification and, consequentially, higher risk. Funds of
private capital funds are not liquid and require investors to commit to funding capital calls over a period of several years; any default on a capital call may result in substantial penalties and/or legal
action. An investor could lose all or a substantial amount of his or her investment. There may be restrictions on transferring interests in private capital funds. Funds of private capital funds’ fees and
expenses may offset private capital funds’ profits. Funds of private capital funds are not required to provide periodic pricing or valuation information to investors. Funds of private capital funds may
involve complex tax structures and delays in distributing important tax information. Funds of private capital funds are not subject to the same regulatory requirements as mutual funds. Fund offering
may only be made through a Private Placement Memorandum (PPM).

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 net of investment management and consulting fees, unless noted as gross 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.

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.

Download a guide on key index definitions and disclosures.
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