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Oregon Retirement Savings Board Meeting

OST-Tigard Office
Mt. Hood Board Room

Tuesday, 3/13/2018
9:00 AM -12:00 PM PT

. Notice of Executive Session Presented By: Treasurer Read (9:00am)
0 - Executive Session Agenda - Page 2

. Oregon Retirement Savings Plan Board Meeting Agenda  (9:20am)
00 - March Agenda - Page 3

. Review and Approval of December 19, 2017 Board Minutes Presented By: Treasurer Tobias Read (9:00am)
ACTION ITEM
01 - ORSB DRAFT Minutes 2017.12.19 - Page 5

. Executive Director's Report Presented By: Lisa Massena, Executive Director (9:05am)
INFORMATION ITEM
02 - OregonSaves - ED's Report - 2018.3 - Page 8

. Program Implementation and Administration
INFORMATION ITEM
03 - OregonSaves - Program Implementation Administration March 13 2018F - Page 9
03a - OregonSaves Chatbot Overview - Page 18

a. Implementation & Outreach Presented By: Joel Metlen, Public Engagement Manager (9:20am)
b. Program Administration Presented By: Matt Golden, VP Relationship Management, Ascensus (9:40am)

. Program & Investment Review
INFORMATION ITEM

a. Retirement Environment / Program Commentary Presented By: Wendy Carter, VP & DC Director, Public
Sector, Segal (10:00am)
04a - Retirement Environment - Page 19

b. 2017 Investment & Performance Review Presented By: Glenn Ezard, Senior Consultant, Segal Marco
Advisors (10:20am)
04b - REPORT_ OregonSaves Retirement Savings Program ended 12-31-17 - Page 26

. Oregon - Refreshed Statistics and Analysis Presented By: Geoff Sanzenbacher, Associate Research Director,
Center for Retirement Research, Boston College (10:40am)
INFORMATION ITEM
05 - Boston College presentation Oregon March 13 2018F - Page 98

. Strategic Planning - OregonSaves Presented By: Michael Parker, Lisa Massena, Joel Metlen, Ryan Auclair,
Strategic Analyst (11:15am)
INFORMATION ITEM
06 - OregonSaves Strategic Plan - Board Presentation - 2018.3 - Page 127

. PUBLIC COMMENT  (11:30am)
INFORMATION ITEM
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ToBIAS READ PHONE 503-378-4329
STATE TREASURER FAX 503-373-7051

STATE OF OREGON
OREGON STATE TREASURY

900 COURT STREET NE, Room 159
SALEM, OREGON 97301

Oregon Retirement Savings Board
Notice of Executive Session

Tuesday, March 13, 2018
9:00am —9:20am

OST - Tigard Office
Mt. Hood Board Room
16290 SW Upper Boones Ferry Road
Tigard, Oregon

Executive Session to consult with counsel concerning the legal rights and duties of a public body with
regard to current litigation or litigation likely to be filed. ORS 192.660(2)(h).

Tobias Read Kara Backus Lee Beyer Edward Brewington Dan Clay = Pam Marsh Cory Streisinger Lisa Massena
Treasurer Member Senator Member Member  Representative Member Executive Director
Chair

AL OST-STATE-OR-US—2  OREGON-TREASURER@DSTATE-OR.US
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TosliAs READ
STATE TREASURER

CALLTO ORDER

STATE OF OREGON
OREGON STATE TREASURY

900 COURT STREET NE, Room 159
SALEM, OREGON 97301

Oregon Retirement Savings Board
Agenda
Tuesday, March 13, 2018
9:20am —12:00pm

OST — Tigard Office
Mt. Hood Board Room
16290 SW Upper Boones Ferry Road
Tigard, Oregon

Conference Line #: 877.336.1828
Access Code: 1691288

There will be an opportunity for public comment before the end of the meeting.

ACTION ITEMS

1. Review and Approval of December 19, 2017 Minutes

INFORMATION ITEMS:

2. Executive Director’s Report

3. Program Implementation and Administration

PHONE 503-378-4329

Fax 503-373-7051

Treasurer Tobias Read 9:20
ORSB Chair
Lisa Massena 9:25

Executive Director

a. Implementation & Outreach Joel Metlen 9:45
Public Engagement Manager
b. Program Administration Matt Golden
VP Relationship Management, Ascensus 10:05
Tobias Read Kara Backus Lee Beyer Edward Brewington Dan Clay Pam Marsh Cory Streisinger Lisa Massena
Treasurer Member Senator Member Member Representative Member Executive Director

Chair

WAWW-OST-STATE-OR-US—+  OREGON-TREASURER@STATE-OR.US
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4. Program & Investment Review

a. Retirement Environment / Program Commentary Wendy Carter 10:25
VP & DC Director, Public Sector, Segal
b. 2017 Investment & Performance Review Glenn Ezard 10:45

Senior Consultant, Segal Marco Advisors

5. Oregon - Refreshed Statistics and Analysis Geoff Sanzenbacher, Research Economics 11:05
Associate Research Director, Center for Retirement Research, Boston College

6. Strategic Planning - OregonSaves Michael Parker, Lisa Massena, Joel Metlen 11:40
Ryan Auclair, Strategic Analyst

PUBLIC COMMENT: 11:55
Next Meeting of the Oregon Retirement Savings Board: June 13, 2018
Adjournment 12:00
Tobias Read Kara Backus Lee Beyer Edward Brewington Dan Clay Pam Marsh Cory Streisinger Lisa Massena
Treasurer Member Senator Member Member Representative Member Executive Director
Chair

WAWW-OST-STATE-OR-US—+  OREGON-TREASURER@STATE-OR.US
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Oregon Retirement Savings Plan
Board Minutes
December 19, 2017
9:00am —12:00pm

Board members present:
Cory Streisinger
Kara Backus
Senator Lee Beyer
Edward Brewington
Dan Clay
Representative Pam Marsh

Board member absent:
Treasurer Tobias Read

Oregon State Treasury staff present:
Ryan Auclair, Strategic Analyst
David Bell, Managing Director, Oregon ABLE & Oregon College Savings Plan
Kaellen Hessel, Communications Coordinator
Mary Krehbiel, Organizational Risk & Resiliency Manager
Ryan Mann, Legislative Director
Lisa Massena, Executive Director, OregonSaves
Joel Metlen, Manager, Public Engagement
Alex Nelson, Sr. Project Manager
Kim Olson, Policy Director
Michael Parker, Executive Director, Oregon Savings Network
Jen Peet, Director of Legal Affairs
Missy Simpson, Executive Assistant
James Sinks, Communications Stakeholder Relations
Stephanie Swetland, 529 Plan Specialist

Cory Streisinger, acting chair, called the Oregon Retirement Savings Board meeting to order at 9:03 am.
Agenda Item 1 — Review and approval of the minutes of the September 12, 2017 Oregon Retirement

Savings Board meeting, and the minutes of the October 11, 2017 Oregon Retirement Savings Board
Conference call (ACTION ITEM)

MOTION: Edward Brewington moved approval of the minutes of the September 12, 2017 and October 11,
2017 meeting of the Oregon Retirement Savings Board. Kara Backus seconded the motion. The minutes were

approved by a 3/0 vote.

Agenda Item 2 — Annual Report to Legislature for Board Approval (ACTION ITEM)

James Sinks, Communications Stakeholder Relations, presented the final draft of the annual report to the

Legislature for Board approval.
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MOTION: Edward Brewington moved approval of the annual report to the Legislature. Kara Backus
seconded the motion. The annual report was approved by a 3/0 vote.

Agenda Item 3 — OregonSaves — Treasury Structure, Staffing & 2017-19 Financial Outlook:

Michael Parker, Executive Director of the newly formed Oregon Savings Network, presented the
consolidation Treasurer Read and his staff developed to better support all of the savings programs under
Treasury. The State’s College Savings Plan, the ABLE plan and OregonSaves will be managed together,
creating efficiencies and potentially reducing the need for additional resources. Mr. Parker will be in charge
of the network, Lisa Massena, will continue as Executive Director of OregonSaves, and David Bell will run the
College Savings and ABLE Savings programs.

Mr. Parker gave the Board an overview of the OregonSaves current legislatively approved budget and
upcoming budget request. Staff will ask the Legislature for $1.8 million to fully fund the program for the rest
of the biennium, completing the $4 million initially requested for the full period. Staff would also like to
focus on removing OregonSaves from the general fund appropriation as soon as possible.

Senator Beyer asked to see what would be presented during legislative days regarding the budget and
offered to help. Representative Marsh reminded the Board there are several new legislators and Staff should
reiterate the program’s goals and expectations where appropriate.

Agenda Item 4 - Executive Director’s Report:

Lisa Massena, Executive Director of OregonSaves, gave a brief update of the major activities of the program,
including program status, finance and budget, and investments. Ms. Massena let the Board know staff is
updating its public messaging to inform employers they can join the program as soon as they are ready, in
addition to continuing to communicate formal deadlines.

Agenda Item 5 — Program Implementation & Administrative Review:

a. Implementation & Outreach:
Joel Metlen, Public Engagement Manager, updated the Board on the program implementation and outreach.
Staff have made sure both employers and employees are hearing about the program and are getting the help
needed to begin the process. The focus is now on bringing employers in effectively and timely.

b. Program Administration - Ascensus:
Matt Golden, Relationship Manager, explained to the Board a number of process changes that have been
made, such as adding “attention HR or Payroll” when sending out notices and enabling employers to start
earlier than their scheduled date in the waves.

Scott Morrison, Product Manager, talked about how Ascensus has added “educational nudges” messaging for
employees, such as savings lost by opting out. Ascensus has customized the nudges to age and tied in a
retirement calculator, and will track the nudges going forward. Future enhancements will include more tools
for payroll providers. Ascensus is preparing to capture more information for opting-in participation, auto-
escalation and inclusion of Traditional IRA’s and rollovers in.

c. Project Status Report:
Alex Nelson, Senior Project Manager, gave his final project status report. The project has met performance
and quality measure goals for scope and schedule, but required expanded budget due to legal costs incurred
during the 2015-17 Biennium.

Agenda Item 6 — Investment & Environment Review:

a. State Street Global Advisors:
Jim Nelson, Sr. Relationship Manager, and Vidur Mehra, Sr. Investment Strategist, presented the Board with
an update on management and performance of the program’s investment options. A copy of SSGA’s report is
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included in the OregonSaves records for this Board meeting. The team also provided an update on leadership
changes at State Street, including the promotion of Ron O’Hanley to President and COO of State Street
Corporation, and in his place, the appointment of Cyrus Taraporevala as President and CEO of State Street
Global Advisors.

b. Segal Marco Advisors:
Glenn Ezard, Senior Consultant, gave a summary of the program’s investments and returns, stating the funds
are performing positively. Wendy Carter, VP & DC Director, Public Sector, joined by phone. A copy of Segal’s
report is included in the OregonSaves records for this Board meeting.

PUBLIC COMMENT

Diane Freaney of Rooted Investing gave public comment stating people are confused with the investment
options of OregonSaves. Ms. Freaney suggested if the State could do a guaranteed investment contract in
Oregon, go to the credit unions and put together a mortgage fund that would pay 3% to the participants and
allow the credit unions to do 3-1/4 30-year mortgages, which would keep the money in Oregon, this would
be an option people would want and understand. Ms. Freaney also stated the government should not be in
the retirement business.

Carolyn Kohout, member of the Local SEIU 503/99, had several questions regarding the status of homecare
workers who are not in the system, or have not been approached to sign up or register. Ms. Kohout'’s
questions were given to Ms. Massena, so that she may respond to her in person.

Ms. Streisinger closed the business portion of the Board meeting, allowing everyone a break before the
Strategic planning portion with the Board.

Agenda Item 7 — Strategic Planning:

Mary Kreihbel, Organizational Risk & Resiliency Manager, Ryan Auclair, Strategic Analyst, and Kaellen Hessel,
Communications Coordinator, led the Board in a Strategic Planning session for the OregonSaves program in
alignment with current strategic activity of Treasury. The mission statement the Board developed was
“Improving Oregon Governments’ and citizens’ financial capabilities through Ensuring Oregonians have easy
access to professionally managed retirement savings.”

Next meeting of the Oregon Retirement Savings Plan: March 13, 2018

Meeting was adjourned at 12:03pm
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Executive Director’'s Report
———oregonsaves

e Program oversight & management
 Finance and budget
e Investment management
e Strategic planning
e Looking ahead — June+
* Rulemaking
 Board policies — review

 Behavioral science and User experience
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oregonsaves

Program Implementation and Administration Update
Oregon Retirement Savings Plan Board
March-13,.2018
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Implementation & Outreach Update

Implementation Progress
e Wave 1:
 Almost all wave 1 employers have registered or claimed exemption
e Most have added employees
e About half have started payroll deductions
e Assets growing quickly as employers start remitting contributions
e Early adoption campaign
* 500 notices per day began going out 2/15, starting with wave 2
e Better response rate already for wave 2 compared to wave 1
e Steady increase in employers joining

Saver and employer experience
* Feedback solicited from every employer and through call center contact

* Feedback is mostly positive, especially about customer service and responsiveness

e |[ssues are being logged and considered for future improvements
* Promoting education sessions to make the process easier
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Implementation & Outreach Update

Upcoming research
e Surveying to begin for baseline employee data to determine who is participating

and who isn’t
e Developing message and process testing with Duke University and Commonwealth

Public engagement

e Statewide outreach began with a focus on the coast and will shift to Southern
Oregon and Eastern Oregon in the spring

* Creating processes to work closer with payroll providers

* Planning on engaging stakeholders in regards to future program changes, including
opt-in capabilities
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Client Service Experience

Call Center Volumes
Contact Volumes - Inception through February 2018 2000

e Saver calls answered: 4082

1500
e Employer calls answered: 3522

e Call abandoned rate: .017% 1000
* Percent of calls answered within 30 seconds: 98% o I
* Emails handled: 2255
e Outbound call volume total: 6037 o — = = W !
Aug Sep Oct Nov Dec Jan Feb

May Jun Jul
Wave 1 Wave 1
Invitation Registration
Employer Outreach Deadline

e OregonSaves identified common questions posed by employers:
* How do | update contribution rates?
* How do | add employees?
e What is the process of submitting payroll contributions?

* In response to this, the OregonSaves Client Services has been actively reaching out to employers and payroll
representatives

* Their focus is to educate and offer assistance employers with any questions regarding the onboarding process

The OregonSaves Call Center is available for assistance and questions 8 am to 8 pm PST, Monday — Friday
Employer Line: 844-661-1256 Saver Line: 844-661-6777 ClientServices@OregonSaves.com
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Marketing Update

Campaign Support
e Early adoption campaign

e Email and letter notifications, web content
e Payroll provider program logos

WE KNOW EXPERT IN

oregonsaves" oregonsaves"

 Added Fee Page to employer and saver websites
e Incorporated icons to fee breakout for readability and comprehension

®-[3-F1- @

Total Annualized Program Administrator Program Administrator Underlying Fund Fee
Asset-Based Fee Fee (State) Fee (Adminstrator)

In the News

Y2 CNBC
e CNBC opportunity with Treas. Read, Peg Creonte (Ascensus), Reach Break Brewing
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Marketing Update

Marketing Deliverables
e Window clings for employer engagement

Our employees are saving for
retirement with OregonSaves.

Work easy.

oregonsaves" @ oregonsaves-

* Incorporated employer and saver testimonials on both websites

<« The OregonSaves Plan is a great step in enabling employees to

aid in the financial planning of their own future. ()¢

Judi Randall, Finance Director, Douglas Multi-family Property Management

Corp., Roseburg
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Platform Update

Dec 2017-Q1 2018

* Year End Statement and Tax Forms

e Payroll Test Files

 Enhancements to Customer Service
capabilities

* Dashboard Reporting

Additional Enhancements

e Early Adoption Invitations

 Enhancements for Cannabis
Industry

e Changes to “Know Your Customer”
process

QZ 2018

Employer contribution processing
enhancements

e Payroll Provider program

e Simplified payroll updates for employers
and payroll providers

 Employer opt-in capabilities (in
discussion)

e Cannabis employee monitoring (in
discussion)

e Dollar based contributions
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Platform Update

Enhancement Pipeline

Enhancement Origin Live Date |Estimated Comments
Dev Start
Payroll Change Summary Payroll Provider Input| 1/31/2018 9/1/2017 |Simplifies payroll updates for Large ERs
and Payroll Providers; first iteration is in
place now
Dollar-based Contributions Oregon Rulemaking | 10/1/2018 7/1/2018 |Wave 3 implementation
EE Opt-In Participation Oregon SOW 12/1/2018 6/1/2018 |Requires direct enrollment website,
(self-employed/no plan) without having an ER relationship
Auto-Escalation Oregon SOW 1/1/2019 10/1/2018 |Includes ER and EE communications
Traditional IRAs Oregon SOW 1/31/2019 | 6/30/2018 |Requires support materials/tools
Rollovers In Oregon SOW 6/1/2019 3/1/2019
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Fee Updates

Program Administration Fee Change

Program Program Total Program
Administration Fee - | Administration Fee - Administration
State Administrator Fee

Current 0.05% 0.85% 0.90%

New 0.15% 0.75% 0.90%

* Ascensus is offering this fee change in order to strengthen the OregonSaves
program as it launches

* QOregonSaves predicts that it will be able to operate independent of Legislative
financial support sooner, and will be able to repay loans sooner

* Program fees to participating savers remain the same
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accen%ure T
OregonSaves Chatbot on Facebook Messenger

OregonSaves is working with Accenture to deploy a 24-month Chatbot Pilot via Facebook Messenger. The Chatbot
Pilot includes the development of a self-service conversational bot, based on pre-determined frequently asked
questions (FAQs), to help Employers and Customers access key information about the OregonSaves program.

E— @ oregonsaves

The Chatbot includes the following:
e 5o+ FAQs converted into a conversational FAQs with customers
e Support both text and voice-to-text

e Support English and Spanish and can be expanded to other languages

Accenture Chatbot Solution

Accenture is one of the largest end-to-end providers of digital transformation capabilities in the world. We bring
digital capabilities to clients that deliver transformation @speed and @scale. Accenture has helped businesses,
organizations, and governments redefine how they serve their customers.

Chatbots provide real-time consistent and compliant information to customers. For OregonSaves, Accenture’s
chatbot solution will enhance customer experience by providing a 24/7 customer care capability to support questions
and answers through Facebook Messenger. As a conversational interface Accenture’s chatbot solution enables
increasingly seamless connections with people interested in getting more information on the OregonSaves program.
The chatbot solution is technology-agnostic which means that OregonSaves will leverage Accenture’s alignment
with market leaders and emerging players to deliver the best outcomes for the program.

Implementation Timeline

mm Month 3 — Month 24 (May 2018 - February 2020)

* * * * * * *

Monthly Milestone Reviews

About Accenture

Accenture has completed more than 30 pension projects in the U.S. and abroad since 1980, enabling the delivery of
benefits to more than 100 million participants. Our experiences cover thought leadership, planning, development,
and implementation of defined benefit pension systems. We believe our pension knowledge and experience coupled
with the same in the digital space put Accenture at a unique advantage for providing new technologies, such as
chatbots to your employer and your savers.

Copyright © 2018 Accenture All Rights Reserved.




OregonSaves
PRIVATE SECTOR RETIREMENT SAVINGS

March 13, 2018

Wendy Carter
Segal Marco Advisors

Nat Segal Marco Advisors
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Presentation Notes
Bridging the Divide – What is the reality
A will but not a way….. 
The power of



Results of Getting the Conversation Started

»PEW?* survey of employees re: auto-IRAs
e About 75% would stay in the program if auto-enrolled

e About 10% would increase contributions from the
default rate

»Flexible features are a big hit
e Keeping account even if change jobs (84%)
e No tax penalty on withdrawal of contributions (81%)

»Feelings re: CHOOSING A
« Investments (73%) RETIREMENT SOLUTION

e State role (64%) N -

» Consistent with California
focus group results

* . - .
7 g ". >
& JLEC

FOR YOUR SMALL BUSINESS

* J 1] Y R iy | T + la¥a W B
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“Secure Choice” Environmental Update

Ebnn L

m 9

-

Source: Georgetown University's Center for Retirement Initiatives
@© Copyright 2018, Georgetown University

= legislative proposal and/or study in 2018

- = laws enacted (2012-present)
= recent state efforts (2012-2017)

- = no recent state efforts
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“Secure Choice” Environmental Update

» lllinois Secure Choice Auto IRA

e Service provider (Ascensus) has been hired

e Investment lineup has been finalized and approved
— TDFs serve as the default investment option
— US Equity Index
— US Fixed Income

e Preparing to start pilots

»CASCP Auto IRA

e Service provider RFP issued March, 2018

e Investment policy and strategic planning in process
e Anticipates a soft launch in 2018

o Officially open for statewide enrollment in early 2019
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“Secure Choice” Environmental Update

»Washington Vendor Market Place
e Expects to open soon

o Will offer five plans
— 2 Roth IRAs
— 2 Traditional IRAS
— SEP IRA

e Will add new offerings

e May provide modest grants to local business and economic development
organizations to help build awareness and marketplace brand

»Connecticut
» IRA with a marketplace of selected vendors and products
e RFIl issued and responses received

»Maryland Payroll IRA

e The Board to select one or more payroll deposit IRA arrangements.

e Mandatory for all employers that pay employees through a payroll system or
service.
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“Secure Choice” Environmental Update

» City of Seattle is 15t city to pass legislation for payroll IRA

»Vermont will create a MEP
e Consultant retained to assist with service provider search
o Stakeholder meetings were held in January, 2018
e RFIl issued with responses due March 9
e Timeline with a goal of a December 2018 soft launch

» Additional states and municipalities have activity at various stages
e Pennsylvania
e Bills introduced in Virginia and Missouri
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Oregon Blazing the Trall

»|dentity and messaging
e Branding the benefit
o Effective and efficient
e Maintaining the momentum
e Expecting the unexpected

»Key activities and statistics are not mature but consistent with
expectations
e Onsite and call center support

e Opt out rates and reasons
— Can't afford to save
— Already have a plan
— Not interested

e Average contribution percentage
e Withdrawals
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7v Segal Marco Advisors

OregonSaves Retirement Savings Program

ANALYSIS OF INVESTMENT PERFORMANCE

December 31, 2017

Glenn Ezard
Senior Consultant
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ANALYSIS OF INVESTMENT PERFORMANCE

Financial Market Conditions 1
Executiive.Summary 2
Underlying Investment Fund Analysis 3
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Q4 2017 In Review

Summary of Investment Returns

40%
35%
30%
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0,

16.0%

10.3%
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L

1.7%

ol

World Equities*  U.S. Equities International EM U.S. Fixed International Commodities Real Estate  Private Equity*™* Funds of Hedge
Equities* Equities* Income Fixed Income Funds

Quarterly Synopsis

World equity markets rose again in Q4 with sustained positive global growth.
U.S. equity gained in Q4 as investors cheered the tax reform legislation signed into law by President Trump.
International equity rose with Japan investors encouraged after the results of October parliamentary elections.

Emerging market equity posted a strong return again in Q4 with investors encouraged by political developments in South Africa,
India and South Korea.

U.S. fixed income was barely positive as the Federal Reserve raised interest rates again in December.

Non-U.S. fixed income was positive for the quarter with the European Central Bank’s announcement that it would continue asset
purchases.

Hedge funds gained in Q4, and notably recorded a positive return in every month of 2017.

* Netof

Dividends

** Performance reported as of Q3 2017 because Q4 2017 performance data is not yet available.
Sources: Investment Metrics, Thomson One, FactSet

7% Segal Marco Advisors
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Q4 2017 Index Returns

World Equity MSCI World* 22.40 22.40 11.64

U.S. Equity Russell 3000 6.34 21.13 21.13 11.12 15.58 8.60

Non-U.S. Equity MSCI EAFE* 4.23 25.03 25.03 7.80 7.90 1.94

Emerging Market MSCI EM* 7.44 37.28 37.28 9.10 4.35 1.68

Equity

U.S. Fixed Income Bloomberg Barclays U.S. 0.39 3.54 3.54 2.24 2.10 4.01
Aggregate

Non-U.S. Fixed Income  Citigroup Non-U.S. WGBI 1.57 10.33 10.33 1.99 -0.29 2.44
(Unhedged)

Commodities Bloomberg Commodity 4.71 1.70 1.70 -5.04 -8.45 -6.83
Index

Private Real Estate NCREIF NPI 1.80 6.96 6.96 9.38 10.19 6.08

Private Equity Thomson Reuters Private 4.21 13.57 16.02 11.57 13.84 9.08
Equity**

Hedge Funds HFRI Fund of Funds 2.03 7.74 7.74 2.60 4.00 1.08
Composite

* Net of Dividends
** Performance reported as of Q3 2017 because Q4 2017 performance data is not yet available.
Sources: Investment Metrics, Thomson One, FactSet

7% Segal Marco Advisors
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Q4 2017 In Review: U.S. Economy

U.S. Real GDP Growth (QoQ)
GDP Growth 6
: , 4
« Real GDP grew at a rate of 2.6% in Q4 2017. Revised real GDP ) | | | | | | | | | |
growth for Q3 was 3.2%. o 0 |I 111 Hlll L, |. : l |I..|||| I
e GDP growth in Q4 came from personal consumption S :i
expenditures (PCE), nonresidential fixed investment, exports, = 4
state/local government spending and federal government 8
spending. 10

e A downturn in private inventory investment and an increase in
imports led to the relative deceleration in growth since Q3.

Mar-08
Dec-08
Sep-09
Jun-10
Mar-11
Dec-11
Sep-12
Jun-13
Mar-14
Dec-14
Sep-15
Jun-16
Mar-17
Dec-17

Employment Picture U.S. Nonfarm Payrolls and Unemployment Rate

) Chg in Nonfarm Payroll (Left) = Unemployment Rate (Right)
e The unemployment rate decreased from 4.2% in Q3 to 4.1% at 600
the end of Q4.

12
é 400 10
« Nonfarm payrolls rose by 611,000 in Q4. 5 9 ;2
o [}
e Employment grew in health care, construction and 5288 —\\\W\_\ 4 =2
manufacturing. Retail jobs were relatively flat. Professional and 2 600 9
business services employment also changed little. 800 0
322 cc eI e le -
858585858585858585283
Labor Force Participation Labor Force Participation Rate
e The labor force participation rate refers to the proportion of 67
people in the entire potential labor force who are either 66
employed or are actively looking for work. Zi
e The labor force participation rate was 62.7% at the end of S
December, down slightly from Q3. 2 6
o
 Labor force participation has bounced between 62% and 63% 2;
since 2014. = 235 22 ° .00 eee et
§3235833852583838£E§
Source this page: FactSet 3
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Q4 2017 In Review: U.S. Economy

Consumer Confidence and Spending

. . Consumer Confidence Index (Left) =—— Personal Consumption Expenditures (Right
Consumer Confidence and Spending 140 %12,500
e Consumer confidence improved in Q4, as the Conference 120 $11.500

Board’s Consumer Confidence Index rose from 121 in g1l ’
September to 123 at the end of December. - 28 $10,500
¢ Personal consumption expenditures were higher during the 2
40 $9,500
quarter. 20 '

e Optimism surrounding the recently passed tax reform bill and its O T e e e e T $8,500
potential to encourage continued economic growth in the U.S. 2 T LN T LT B e ey B T e T BT By
spurred consumer confidence in Q4. SIIETISIICIIEIISIISEZIISZZIEAZZAE

Retail Sales

U.S. Retail Sales

« Retail sales rose in Q4, with consumer confidence in the U.S (% 1YR) Retail Sales, Total —— (% 1YR) Retail Sales, Ex. Motor Vehicle & Parts Dealers

economy boosted by the passage of tax reform. 100

50
« The savings rate dropped to 2.6% from 3.3% in Q3. The savings 2\ /‘j\/\/\/"*\/\«/“”'\‘ ,.,,\/J\/f

. 0.0
rate among consumers in the U.S. continues to drop, suggesting =2 50
that more people are using credit cards and other debt to finance 1'0'0

purchases.
-15.0
B8 g 22 - ex T oo~
S ST S S S B S S s S T = S ST - S S S SR S S oY
= 838383838383833832838
Home Prices S&P/Case-Shiller Composite — 20 City Home Price Index
e Home prices rose 5.9% in Q3 2017*, as housing inventory (% 1 Year)
remains historically low. 20
. , . . 10
e An improving economy and still-dropping unemployment rate 0 Pt //\
have boosted the demand for real estate. = 0 / —
-20
-30
SRR BoLe ST o NNNNOPeerTITwRLLoLRoOr NS
*The most recent quarterly data available. OGS A S A S A SO A S AL A ASSASDE
Soucs this page: FaciSel PSP S P S S35 83585358832

7+ Segal Marco Advisors
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Q4 2017 In Review: Global Economy

Central Bank Target Rates

Monetary Policies/Global Interest Rates — Fed Fund Target Rate

Eurozone Deposit Facility Rate
¢ Central bank deposit rates remain negative in many developed 20 Japan Uncollateralized O/N Call Target Rate
markets. 1'5
e The U.S. is the exception—the Federal Reserve (Fed) raised 1:0 ‘_,_I_r
rates again in December, the third hike of 2017. s 05

|
¢ Itis unknown if and how new Fed chair Jerome Powell will make

0.0
any changes from the policies and rate hike targets set forth 05
under previous chair Janet Yellen. e 2T T T T e e 2= ==
%8;%%3;%%8;%%8;%%8
w (m)] - w o - wn o - wn (m)] - wn [m)]
World GDP Growth
Real GDP (QoQ%)
e Eurozone GDP growth was 0.6% in Q4, similar to Q3. 8.0 Eurozone = Japan —— USA China*
e Economic growth seems to have picked up sustainably in the 28 NG r\/\
Eurozone, with projections of continued solid growth in 2018. %8 b AL ~~. L=
« China’s GDP growth was stable in Q4 growing 1.6% QoQand %49
6.9% for the year. gg
e Japan’s GDP growth was 1.0% QoQ in Q4, and annual growth 10,0
in 2017 was 1.6%. e e e R e

Global Employment Picture International Unemployment Rates

« Eurozone unemployment fell to its lowest level in 9 years by the 5 Eurozone = Germany dapan UK USA
end of 2017, ending the year at 8.7%. The strength of the
Eurozone’s economy has led to this recent reduction in

10.0
unemployment. - 7:%:&;(
¢ Japan’s unemployment rate held steady at 2.8% by the end of 50

2017, a 24-year low. A continued need for labor from companies
and more consumer spending helped fuel the drop in
unemployment in Q4.

~ < ~ — ~ — ~ — ~ ~ ~ — ~ ~—

*Quarter over quarter data calculations began in 2011. 5
Source this page: FactSet
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Q4 2017 In Review: U.S. Equity

Performance 8% 6%
¢ U.S. equity markets continued to rise during Q4, with the Dow 6%
Jones Industrial Average finishing the year close to 25,000. 49

Broad-based market indices such as the S&P 500 and Russell 29

1000 delivered returns in excess of long-term averages. ’

0%

® During Q4, large cap stocks outperformed small cap stocks, and
growth beat value.

6.6%

U.S. Equity Index Returns

7.9%

Growth

Value

2.1%.

Russell

Growth Value

Sector Returns

e Consumer Discretionary (9.7%) was Q4’s best performing sector, Téﬂgfﬂs
while IT (8.9%), Financials (8.5%), Materials (6.8%), Consumer Materials
Staples (6.3%), Industrials (5.9%), and Energy (5.8%) all posted IT
very strong returns, boosted by the passage of tax reform in early Industrials
December. Healthcare

Financials

e Telecom (3.2%) and Healthcare (1.4%) delivered positive but Energy
more muted returns, while Utilities (0.0%) remained flat for the Cons. Staples
quarter, as investors eschewed traditionally defensive sectors in Cons. Disc.

favor of higher-growth areas.

0.0%

0%

S&P 500 Sector Performance

3

1.4%

2%

2%

4%

6.8%
8.9%
5.9%

8.5%
5.8%

6.3%
9.7%

6% 8% 10% 12%

Performance vs. Volatility

e Above average correlations among large caps and an increased
concentration among FAANG* and other tech stocks in the S&P 250
500 have masked some of the potential near-term volatility that 20.0
the VIX has indicated in the past. £ 150

e The VIX remains well below 20, the level considered to be the & 10.0
threshold for more stable markets. By contrast, a level above 30 £
is generally considered to be a measure of market instability. = 50§

¢ With the VIX index’s shortcomings and U.S. stock valuations v
pushed well above long-term averages, risk in the U.S. stock S0 o -
market has become more challenging for many investors to 8 T%
gquantify and manage. = I

*Facebook, Amazon, Apple, Nefflix, Google 6
Sources this page: Investment Metrics, FactSet

VIX

Feb-17

Mar-17

Performance vs. Volatility

S&P 500

Apr-17

May-17

— Russell 2000 Russell Midcap

18.0

16.0

14.0

12.0

W\/—M‘ 10.0

8.0

6.0

40

2.0

0.0
= = = == =
= (@) o 3 > [&)
S 2 8 8 2 8

Jun-17

7% Segal Marco Advisors
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Q4 2017 In Review: International Equity

Performance MSCI International Equity Index Returns

10% 8.5%
e International equity markets ended Q4 on a positive note, and the 8% 7.0%
EAFE and World ex U.S. indices gained 25.0% and 24.2%, ,
respectively, for the year. Notable macro events, such as U.S. tax 6%
reform, strengthening global economic growth, positive 4% ;
manufacturing data, increased corporate earnings, and rising oil o 2% A2k 37%

prices positively affected market sentiment. 0% 22%  gqy

5.7%

L

e Many major currencies, including the euro and the pound,
strengthened against the U.S. dollar, which boosted returns in USD

hrld
L
gee

us.
ERFE

excel
(

Curfency)
ex

terms. However, the Japanese yen and the Canadian dollar
weakened slightly.

Country Returns Notable Country Returns

Pacific ex Japan index rose 7.0% in Q4, with countries such as 10% 8.5%

Singapore, Japan, Australia and Hong Kong contributing to the 8% 6.8% 6.6%
strength. In fact, Japan logged its sixth straight quarter of growth 6%

and marked its longest expansion in more than 15 years. 1%

e European markets were challenged in Q4, as geopolitical events 2%
such as the Catalan vote for independence from Spain, Brexit- 0%

-1.6% 2.3%

Germany’s political parties contributed to weaker returns (Europe ex 4%
U.K. posted 0.9% in Q4). Italy lagged as investors started to look 6%
ahead to the Italian elections. The Swedish housing market has also Singapore  Japan  Australia Hong Kong  Spain Italy Sweden

given investors' concerns amid pricing corrections.

-3.8%

Sector Performance MSCI EAFE Sector Returns

. . . . 8.5
e Sector returns were mixed in Q4. Energy and materials continued to  10% 519 459 2 46% 4.8% &

outperform, as oil prices and demand for metal and mining % . 2.7%. " .
remained stable. 0%

5% _ 0.2% 01% 459,

e Conversely, the more defensive sectors such as healthcare and =

telecom were slightly negative and utilities struggled.

Cons. Disc
Cons. Staples
Energy
Financials
Healthcar
Industrials
Materials
Telecom
Utilities

Source this page: Bloomberg 7 ~?’r Segal Marco Advisors
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Q4 2017 In Review: Emerging Market Equity

| —
MSCI Emerging Market Index Returns
16%
Performance .-
The index’s 37.3% annual return for 2017 was the best among o 7.4% , 8.4%
the major geographical equity indices. ’ 57%
¢ Robust profits from technology companies, strengthening prices 4%
for key commodities such as oil and copper, as well as positive 0%
political developments supported gains in emerging markets. 23y
e The local currency index return was 1.7% below that of the USD- A EM EM (Local Asia EMEA Latin America
based index in Q4, amid continued USD weakness. Currency)
Country Returns Notable Country Returns
o South Africa posted a strong gain as pro-reform candidate 30%
Congress, increasing the prospect of political reform after 21.4%
elections in 2019. 13.3% .
¢ Greece rallied as the country reached an agreement with 10% _
international creditors over reforms, clearing the way for the ’
further distribution of bailout funds. India advanced as the
government announced plans for a major recapitalization for 0% T -
state-controlled banks. -2.0% t
e Mexico fell amid concern that negotiations to modernize NAFTA  -10% .'4'6/° -8.1%
may collapse; the Mexican peso fell 7% against the USD. Brazil South Africa  Greece India Brazil  United Arab  Mexico
also posted a loss due to political woes and currency weakness. Emirates
Sector Performance MSCI EM Sector Returns
e 20% %
e All sectors were positive in Q4. 16.6%
i i ; o 0% 82% 79% 82% 8.7%
e Healthcare, Consumer Discretionary, and Materials posted the 10% 51% 7.1% 0%
strongest returns, while Utilities and Telecom gained the least. -0 1.5%
0%
z & B8 = § = = = § &
s & 2 2 £ 37 5 8 =
@b 7] L © = S © @ -}
c . = 3 S = —
8 g L T e
(&)

7% Segal Marco Advisors

Source this page: Bloomberg
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Q4 2017 In Review: U.S. Fixed Income

Performance

except for the ABS and Agency sectors (not shown), were
positive in Q4.

¢ Investment grade (IG) corporate bonds returned 1.2%,
outperforming MBS at 0.2% and CMBS at 0.4%. High yield
bonds also underperformed IG corporates with a return of 0.5%.

¢ The Treasury component of the Aggregate Index was only up
0.1% in Q4. The Federal Reserve hiked short-term interest rates
again in December.

3%

U.S. Fixed Income Index Returns*
2.8%

1%

0%

1.2%
1.1%

*Bloomberg Barclays Indices, unless otherwise noted.

0:5% 0.5%
0, . J /0
04% 0.5% 0.1% 04% 0.2% 0.3%
[ = D = = = = L D [} () (6] =
2 L= = = 2 oL £=} (<)
S B S8 58 ¢ B SEBR & Tz 5_ .2
52 Q 20 §L ¢ © 0g 0= £ g8 =@ 2>
2 =2 = 92 5 >G5 20 2 57 S5 S0
D ) = > o = o = = = 2 <@
< o 28 o 3 =2 = °C®5 T3
-]

Spreads

o All standard U.S. spread sectors were trading below historic
medians at quarter end.

___ Bloomberg Barclays Option-Adjusted Spreads
Bloomberg Barclays U.S. Aggregate - OAS
Bloomberg Barclays U.S. High Yield Energy Sector - OAS
——Bloomberg Barclays U.S. High Yield - Corporate - OAS
Bloomberg Barclays U.S. Aggregate Credit - Corporate - Investment Grade - OAS

: . . : 2
¢ High yield bond spreads ended Q4 at 358 bps over like-duration 0
Treasuries versus 93 bps for IG corporates. 15
o “AAA” corporates were the best performer in IG, while the “CCC” X 10
sector posted the strongest returns in the below IG liquid 5
corporate credit universe. ~
08388858889::&23329::
52885888358 8858885280¢8
Yield Curve Yield Curve
e The yield curve flattened in Q4. Short-term yields rose 4 121312015 121312016 1213172017
significantly while long rates modestly declined. The 30-year
Treasury yield fell 12 bps to 2.74% in Q4. The 10-year yield rose
7 bps, ending Q4 at 2.41%. The 5-year yield rose 27 bps, ending © 2

the quarter at 2.21%.

e The 2-year nominal Treasury yield rose 40 bps to 1.89% by
quarter end.

Sources this page: Investment Metrics, Hueler Analytics, FactSet
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Q4 2017 In Review: International Fixed Income

T | —
Global Treasuries Global 10-Year Treasury Yields
_ ) _ ] 30 ——USA ——Japan UK Germany Canada
e The USD depreciated in Q4, which benefitted most other 25
developed currencies (e.g., the pound, euro and Canadian 20 W
dollar) and some select emerging markets currencies (e.g., the < 15
Mexican peso and Indian rupee). (1)2
0.0 e v
Po 0 weweeeeeeosrs s o
S 288828528488 %25 2838

Global Fixed Income Index Returns

Global Fixed Income Index Performance
« The Global Aggregate Index was up 1.1% in Q4, while the USD- 2.0% 16%

hedged version of that index was up 0.8%. 1.5% 1% 1.0%
@
(O]
=
o
3
S
5

o
2
=

0.7% 1%

1.0%

¢ The Citigroup World Government Bond Index advanced by 05%

1.0%, while the Non-U.S. World Government Bond returned 0.0%
1.6%, both outpacing their respective hedged counterparts.

-
—

s_ 2 S_ 25 o o o
ng I 0T T o (G (O] O
262 23¢8 =3 5= 5=73
E0g EOZP S S 552
° o oE T 22 82 83%
S 2 2
Emerging Market Debt JP Morgan EMD Index Returns
 All major indices for emerging market bonds were positive in Q4. 2%
Local currency (JPM GBI-EM) advanced the most at 0.8%, while
hard currency bonds (JPM EMBI) returned 0.5%.
e The USD-denominated corporate bond index (JPM CEMBI) also
rose by 0.7%. 1%
0.7% 08%
0.5% o=
0%
EMBI CEMBI GBI-EM

Sources this page: FactSet, Investment Metrics 10
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Q4 2017 In Review: Mutual Fund Flows

Mutual Fund Flows

Equity and Fixed Income Flows 40000 = Bonds Stocks
« Fixed income received net new inflows of approximately $44.8 20000
billion in Q4 through November 30, 2017.* December estimated @ o anbelll, ik . | 11, | | I | | ||||| Il |
net inflows are $11.2 billion. Revised flows for Q3 were positive =~ = ° TTr L
at $65.9 billion. = A
e Equity experienced net outflows of approximately $32.4 billion in '?f’f'ﬁ'ﬁ'
Q4 through November 30. Estimated net flows for December are . e o e B e e - o
also negative, with $35.2 billion in losses. Equity mutual funds E B S L e S AR RS AEE s BD A
had net outflows of $52.3 billion in Q3. A28 23==2"8253==2"823=="8=2
Equity Flows Equity Flows
« U.S. equity net outflows exceeded net inflows from both 20000 mUSLC mUSMC mUSSC mEmerging Markets m International
international equity and emerging market equity QTD through ’
November 30*. Estimations for December show a similar story, 20,000
except emerging markets experienced slight outflows for that g 10000
month. This trend could be indicative of investors fearing a U.S. = 0
equity market correction. & -10,000
« Net flows were negative QTD through November for mutual -20,000
funds of every capitalization size within U.S. equity. -30,000
Fixed Income Flows Fixed Income Flows
. Investment grade bOI”IdS‘f saw the greatest net inflows with 30000 Investment Grade ™ Municipal International  m High Yield
approximately $26.0 billion QTD through November 30* and an 20,000
estimated $14.2 billion in December. These funds also attracted @ 10,000
the most capital in Q3 with a revised $36.8 billion. P 0
=
¢ All other segments were net positive QTD through November i ;8888 |
except high yield, which experienced its second consecutive :30'000
guarter of net outflows. S I I T T NLOLLLEEOEE O
EEEISE BRI GELIFIGELDED S
= = =T e 22 - 22 R w =
*The most recent data available. v .
Source this page: FactSet LAl Segal Marco Advisors
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Q4 2017 In Review: Absolute Return Strategies

Hedge Funds and Fund of Funds

¢ Q4 hedge fund performance, as represented by the HFRI Fund
Weighted Composite, was positive at 2.7%. The index has
gained for seven consecutive quarters and has trailing 1-, 3-,
and 5-year returns of 8.7%, 4.3%, and 4.9%, respectively.

e The HFRI Fund of Funds Composite Index also gained for the
seventh consecutive quarter and was up 2.0% in Q4. The index
now has trailing 1-, 3-, and 5-year returns of 7.7%, 2.6%, and
4.0%, respectively.

LT | = Y ————
HFR Hedge Fund and Fund of Fund Weighted Composite
Growthof$1,000

S&P 5K Bloomberg Bardavs G

2500
82000

§1500

S1000

Hedge Fund Sub-Strategies

o Emerging markets led sub-strategy performance in Q4, up
4.5%. This performance was driven largely by India and China,
which returned 10.7% and 6.9%, respectively.

¢ Equity Hedge gained 3.5% and benefited from energy sector-
specific strategies as well as both fundamental value and

Hedge Fund Sub-Strategy Performance

2504 m QTR 1YR =m3YR mbYR

20%
15%
10%

5%

PR 0 L B YL I O

fundamental growth strategies. 0%
« Macro finally saw a reversal from its weak 2017 performance FF”"d of Fund  Event  Equty  Maoro Distressed Emerging Relalve
. . . . unds Weighted Driven Hedge Markets  Value
and gained 2.4% in Q4, benefitting from currency, commodity Composite Composite
and systematic strategies.
Quarterly Asset Flows (Billions)

Hedge Fund Industry Asset Flows Sl HF Industry Assets (Right)  mNet Flows (Lef)

« Total hedge fund industry capital rose for the seventh o 0
consecutive quarter. Industry-wide assets totaled $3.21 trillion 0
at the end of Q4. $20 32U

o Assets rose $59 billion in Q4 as investors increased capital to :J, $2 00K
event driven and fixed income relative value arbitrage -$80
strategies. Trailing 12-month hedge fund industry capital -$100 $1500
increased 6.4%. 140

¢ Q4 2017 net inflows of $6.9 billion were the strongest since $160 8 8 2 = N ® = ® © o~ $1.00
Q2 2015, bringing 2017 net inflows to $9.8 billion. 3 % % O & ocm o o o= o= o=

C c o c C c C!Y (e C c O

Sources this page: Hedge Fund Research, Inc., eVestment 12 RAS Segal Marco Advisors
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Q4 2017 In Review: Private Equity

Private Equity Performance by Vintage Year and Investment

Performance . .
Horizon: All Regions

e The total return for private equity funds, comprising

; ] ] 2~ 309 Total PE ~ ®Venture Capital Buyouts
performance across all regions and strategies, was 4.2% in E g 250/2 !
Q3 2017* and 16.0% over the 1-year period ending Q3. 5 20% 1
: . SS 15 \
e The 5- and 20-year returns were strong, with double-digit 58 4 0°/Z '
returns of 13.8% and 12.9%, respectively. The 10-year + 5% : I I
return lagged due to the Global Financial Crisis but 0%
increased to 9.1% from last quarter’s 9.0%. 2015 2014 2013 2012 2011 1Yr.  5Yr.  10Yr. 20Yr.
. . Vintage Year Investment Horizon
o Performa_nce fOI‘_ZOll through 2015 vintage-year funds is “Vintage year” refers to the first year that capital was committed in a particular fund. Vintage-year performance is
strong, with all vintage years generating mid-teen returns. calculated as the median percentile returns of all funds reporting as pooled IRRs.
- Private Equity Commitments: United States
Fundraisin 9 Other (Includes fund of funds, mezzanine, and secondaries)
¢ U.S. private equity funds raised approximately $346.2 billion '\éﬁngtrt%or srate Finance
across 1,108 funds through December 15, 2017*. 400,000 y P
- : . 2 350,000
e No fundraising pullback is expected in 2018 but LPs are S 300,000 = o
adjusting strategies over fears of a possible downturn. = 250,000
J g g p - 200,000 = - ] N . -
e Global private equity dry powder** reached a record-high of 188888 . - .
$991.3 billion in December 2017, more than $100 billion 50,000 N = E=
higher than the amount recorded at the end of 2016. Even 0 .
as the private equity industry sits on a record amount of S g g 8g88s 8832 zcsgs 22 g
unspent capital, more firms are adding to the pile. R =
Exit Activity Private Equity Exit: All Regions
« Exit activity continued to decline, falling from 1,803 exits 500,000 PO M&A Number of Deals 3,000
recorded in 2016 to 1,598 exits in 2017. Aggregate deal 400,000 . ) -
value also declined and hit its lowest level since 2013. £ ’ . 2000 =
= ~ ' &
» Despite the consecutive declines in traditional IPO and M&A = 300,000 c_g'i
exit activity, secondary transaction volume picked up in “ 200,000 1000
2017. A combination of strong equity markets, steady 100,000 i I &
private-equity distributions and an abundance of dry powder B [ | .
seeking deals has contributed to strong pricing for assets 0 S = = g ®» O - N ® < Lo~

2002 [l
2003 |l
2005
2006
2007

and brought more sellers to the secondary market.

*The most recent data available. **Dry powder is capital raised that hasn't yet been invested. 13 .
Sources this page: Thomson Reuters, Private Equity Analyst, Pregin 7 Segal Marco Advisors
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Q4 2017 In Review: Real Estate

B—— i} —
. NPI ODCE Performance

U.S. Private Real Estate . m Income ™ Appreciation
e The NCREIF NPI and ODCE indices were nearly even in Q4 on a net basis,

with the ODCE outperforming by 28 bps. ODCE returns were split between 10%

income and appreciation, whereas NPI returns were predominantly driven by 5%

income.

0% -

o Of the NPI property types, Industrial (3.3%) continues to outperform, up 160
bps over Office, the index's second-best performer. Hotels (1.0%) dropped
from the second best to the worst performing property type QoQ.

o Of the NPI regions, the West (2.3%) continued to hold the top spot,
outperforming the South (1.7%), the East (1.3%) and the Midwest (1.3%).

NPI

NPI

NPI ODCE

ODCE

NPI

ODCE | NPI

ODCE ODCE

5%

QTD 1-Year 3-Year 5-Year 10-Year

The NPI (NCREIF Property Index) is a U.S. direct investment real estate index based on gross, market
value weighted retums of individual properties and the ODCE (Open-end Diversified Core Equity) is a
fund-level cap-weighted, gross of fee, time-weighted return index.

Value-Add Real Estate

Closed-End Value-Add (CEVA) Performance

e The NFI-CEVA time-weighted gross total return was 3.7% in Q3 2017*, up 259, Income ™ Appreciation
51 bps QoQ, and consisted of a 1.2% income yield and 2.5% appreciation
return. For the trailing year, the total return was 12.6%, composed of 5.2% 20%
income and 7.1% in appreciation**. 15%
e Apartments represent the majority of NFI-CEVA market value, at 39.8%, 10% . l
followed by Office at 31.0%. 50,
0
e The Pacific sub-region’s 29.7% market share drove the regional allocation 0 -
heavily in favor of the West (39.0%). The next two largest sub-regions were ! QTD 1-Year 3-Year 5-Year 10-Year

South East (14.7%) and North East (14.6%), driving a near even split in the
South (26.5%) and East (23.5%) shares of market value.

The NFI-CEVA Index is defined by NCREIF as a capitalization-weighted, gross of fees, time-weighted
retum index. Funds included in the index must be closed-end with a value-add strategy operated for
U.S. institutional investors and must comply with NCREIF’s data collection and reporting standards.

Public Real Estate

Regional Real Estate Securities Performance

. u.s. Europe  ®Asia
e Global property stocks posted modest gains, with favorable returns in each 35%
of the major regions. 30%
25%
o Stocks were largely influenced by transactional evidence in private markets 200/:
of strong demand for core assets at valuations that indicate widespread 15%
acceptance of low expected returns. 10%
0
e The most attractive discounted valuations were Hong Kong commercial, New 5% . N =
York City office, U.S. Class-A malls, U.K. major metropolitan areas and 0% —
QTD 1-Year 3-Year 5-Year 10-Year

smaller, niche London offices.

U.S.: FTSE EPRA/NAREIT U.S. Index
Europe: FTSE EPRA/NAREIT Europe Developed Index
Asia: FTSE EPRA/NAREIT Asia Developed Index

*The most recent data available. 14

¥ .
Shleeissg NORBIFVARETE to rounding. 7v Segal Marco Advisors
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Q4 2017 In Review: Infrastructure

Private Infrastructure Performance
¢ Private infrastructure posted a 1.6% return in Q2* 2017. The Q1

e The 1-, 3-, and 5-year numbers exceeded since-inception
performance as the asset class has recovered nicely from the
great financial crisis. Returns continue to revert to historical
averages in the short term.

I C—
Preqin Infrastructure Annualized Return as of
6/30/2017*
0,

10% 8.2% 8:4% 8.0%

6% 4.1%

‘2‘40 1.6%

0
0y —
QTD YTD 1 Year 3 Year 5-year  Since Inception

(12/31/2007)

According to Pregin, the Preqin Infrastructure Index captures the average retums eamed by investors in
their infrastructure portfolios, based on the actual amount of money invested. The Pregin Infrastructure
index is calculated on a quarterly basis using data from Preqin’s Infrastructure Online services.

Dry Powder and Fundraising

¢ Fundraising dropped considerably in Q4 2017 with the number of
funds (12) and aggregate capital raised ($9.2 billion) declining
from previous quarters (for instance, Q1 2017 posted a record in
dollar terms for funds raised in a quarter at $31.1 billion)

e Dry powder** decreased in Q4, which is a good sign that
managers have been deploying capital to infrastructure
opportunities.

Dry Powder and Fundraising

H Dry Powder Capital Raised

Public Infrastructure Performance

As compared to the global public equity market on an annual
basis, the FTSE Global Infrastructure 50/50 Index posted 19.3%

o Utilities and midstream energy stocks were detractors for listed

returns. Utilities lagged due to their defensive and interest-rate
sensitive characteristics. Midstream energy companies struggled
amid strong competition and low margins.

*The most recent data available. **Dry powder is capital raised that hasn't yet been invested. 15
Sources this page: Preqin, Investment Metrics

$200
[72]
5 $150
o $100
n
-}
& 350
$0
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
FTSE Global Core Infrastructure 50/50 Index
25.0%
19.3¢
20.0% b
10.2% 10.3%
10.0% 7.0%
5.0% 1.9%
0.0% L
Q4 2017 1 Year 3 Years 5 Years 7 Years
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Q4 2017 In Review: Commodities and Currencies

LI | —
Quarter|y Comm0d|ty Returns $150 Bloomberg Commodity Index: Growth of $100
e The Bloomberg Commodity Index rose 4.7% in Q4. This strong
end to the year helped generate a calendar year 2017 return of $100
1.7%, marking the second consecutive positive year for
commodities. $50
e Annual returns varied widely by sector, as losses in energy
(-4.3%) and agriculture (-11.1%) were offset by big gains in $-
industrial metals (29.4%) and precious metals (10.9%). Dec-07 Dec-09 Dec-11 Dec-13 Dec-15 Dec-17
Sector Returns Bloomberg Commodity Index Sector Performance: QTD
Outperformance was driven by nickel, copper, and iron ore, all of 10% 8.0,
which benefited from stable Chinese demand and tightening 8% o
supply. !
e The energy sector performed well as oil prices increased. Brent ™ 3.3%
crude finished the year at $66/barrel, its highest year-end price . 2.0%
since 2013. The uptick in oil prices was aided by OPEC and other 2% ] .
non-member countries extending production cuts to the end of 0% —-
2018. -2%
. . . -2.0%
* Agriculture was the sole detractor as overproduction and supply e Agriculture  Precious Metals Industrial Metals ~ Livestock Energy
concerns weakened the market.
Currencies Major World Currencies Indexed to Zero
e The USD ended the year down almost 10%, the dollar’s worst URbrade-J¥eighted Dollar Exchange Rate Index  ___URRLDGrFUI0 v an Renminbi
annual performance since 2003. USD per Canadian Dollar
. . " 15
e The expectation that central banks (in addition to the Fed) are 10
seeking to end their low/negative interest rate policies has < 5 W\ "“/\“—W‘
contributed to the USD’s decline. 0 SReEO el

5 _ W

e The Fed increased interest rates three times in 2017 and also _1'0

began the process of reducing the size of its balance sheet. A5
o A weaker USD should help boost revenues and exports for U.S. 12/30116 03/30/17 06130717 09130717 1231117
companies with overseas operations. 16
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Q4 2017 In Review: Noteworthy Developments

Yield Curve as a Leading Indicator of Recession

e The yield curve is one of the most referenced leading indicators of possible recession. A significant flattening or an inversion of the
yield curve has historically indicated a market downturn, as shown in the graph below.

e The current shape of the yield curve is not indicative of an impending recession in the near term; however, it has become flatter over
the last year, which is a phenomenon investors should monitor.

o Other often-noted recessionary indicators are not suggesting a downturn at present:

¢ Inflation: Accelerating wages tend to precede recession, and wages are currently low and stable.

The Labor Market: Recessions are characterized by contraction in labor market, but current hiring trends are healthy.

Credit Performance: Loan delinquencies and defaults are currently not a concern.

Manufacturing: Purchasing Manager Indices (PMIs) are useful forward-looking indicators that are currently positive globally.

Earnings Quality: The current pace of write-downs is consistent with the middle innings of an economic cycle.

The Housing Market: Single family housing starts are increasing vs. decreasing as they had prior to most economic recessions.

U. S. Treasury 10-Year Minus 2-Year Yield
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Gray bars indicate recessionary periods.
Source: Federal Reserve Bank of St. Louis
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Q4 2017 In Review: Noteworthy Developments

Market Timing Can Be Difficult and Costly Annualized Returns

¢ As the bull market continues to age and equities continue to 1111980 - 12/31/2017

set new record highs, investors may worry the next market 14.0% 13.0%
crash is imminent. Fear can lead to thoughts of taking assets

0,
out of the market entirely. However, we do not advocate 12.0% 9.9%
doing so for the following reasons: 10.0% »
7.
o Market timing is one of the most difficult things to do in 8.0% . .
investing. 509 6.1%
.U7/o
e Missing the best 10 trading days over the past 37 years (or ,
0.1% of trading days) would have resulted in significant 4.0%

underperformance relative to an investor who remained 20%
invested for the entire period.

. . 0.0%
* Rather than sell, we advocate active rebalancing as the S&P 500 Less 10 BestDays  Less 20 BestDays  Less 30 Best Days

prudent response to rising markets.
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Q4 2017 In Review: Noteworthy Developments

Evaluating Growth vs. Value in Emerging Markets

e The difference in growth and value returns in emerging markets has been pronounced in recent years, and in 2017 that spread was
particularly wide, with growth beating value by 18 percentage points.

e Looking at performance of the MSCI EM Growth and MSCI EM Value indices back to their inception in 1997, there are three distinctly
identifiable phases when one style has dominated the other by a wide margin:

e From 1997 to 2000 Growth outperformed Value by around 36%
e Between 2000 and 2012 Growth underperformed Value by around 39%
e Since 2012 Growth has again outperformed Value by 50%

o Over the last 20 years, the high level drivers of emerging market returns have been consistent, and investors typically point to
demographic factors such as a younger population and the establishment of a growing middle class as underpinning growth. However,
returns have been driven by varying sectors throughout the last few decades as emerging market economies have matured. For much of
the 2000-2012 period, returns were driven by rapidly developing infrastructure and the consumption of raw materials, and these projects
were driven by nation states more than private enterprise. This was good for value returns during that time. By contrast, the recent
period since 2012 has been predominantly driven by technological development through private companies, focused on the Internet and
semiconductors. This has been a boon to EM growth stocks.

¢ Plans should be conscious of the cyclical nature of emerging markets, both when evaluating existing EM managers and selecting new
ones. Many value-oriented managers that have significantly underperformed their growth-focused peers in recent years — particularly as
these extreme returns have been driven by a handful of companies (Tencent, Alibaba, Naspers, TSMC, and Samsung) — may still be
worthy of long-term investments.

» MSCI EM Growth/Value Performance Historical EM Style Returns
S Growth 2017
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Value: -38.6%
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