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Sit Investment Associates

80 South Eighth Street, 3300 IDS Center, Minneapolis, MN 55402-2206 e Phone: 612-332-3223, Fax: 612-342-2018 e www.sitinvest.com

January 12, 2016

swilliamsen@leia.net

Ms. Susan Williamsen

Vice President & Chief Compliance Officer
Leading Edge Investment Advisors, LLC
50 California Street, Suite 2320

San Francisco, CA 94111

Dear Susan:

Enclosed please find the December quarter-end reports for the Maryland State Retirement (MSR)
portfolio we manage for you.

International markets were weak for all of 2015. The MSCI EAFE Index declined -1.4 percent in
December, rose +4.7 percent for the fourth quarter, and finished the year down -0.8 percent. The Federal
Reserve initiated its first increase to the federal funds rate in nearly ten years at its December meeting.
Investors are concerned about the pace of future interest rate hikes and the outlook for corporate earnings
growth. This environment should favor high-quality growth companies that have proven track records.
Results through December are provided below:

Total Returns

4th Year-to-
Quarter date
2015 2015
MSR Portfolio (663) 5.7% 6.4%
Equity Only 5.9 6.5
MSCI EAFE Index 4.7 -0.8
MSCI EAFE Growth Index 6.7 4.1

We continue to overweight Europe relative to the MSCI EAFE Index. Yet, we adopted a slightly less
cyclical stance over the course of the fourth quarter and increased positions in select growth stocks as
buying opportunities presented themselves. Positions in Schneider Electric, ENGIE, Eurofins Scientific,
Siemens, Rational, and DS Smith were either trimmed or sold. Over the same period, we increased
positions in several growth companies with strong fundamentals including: Safran, GEA Group, Adecco,
Iberdrola, Ashtead, ASOS, Babcock International, and Just Eat.

Euro Area stocks continue to trade at a discount to their US counterparts on a number of valuation
metrics. In addition, corporate earnings are poised for upward revisions as a result of improving demand,
operating leverage, favorable input costs, deployment of excess cash for acquisitions and share
repurchases. Your portfolio continues to emphasize high quality, cash generative companies that are
Europe-centric, beneficiaries of the weaker euro, possess secular or niche growth drivers, and/or address
markets where there is pent-up demand.
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We remain significantly underweight Japanese equities across our international strategies. Our concern
continues to stem from the difficult backdrop for growth, given the dual structural challenges of a rapidly-
aging population and significantly elevated sovereign debt levels. Our exposure in Japan remains limited
to companies either serving defensive, consumption-driven markets domestically or generating a majority
of sales in select overseas markets. As we continue to expect an uneven growth environment
domestically, companies serving defensive spending areas, such as consumer staples and healthcare,
should perform reasonably well. Elsewhere, we seek companies with meaningful exposure to select
overseas markets, where growth is relatively more attractive such as the U.S. or Europe. In all cases, we
continue to emphasize high quality holdings with strong balance sheets and sustainable competitive
advantages rooted in proprietary technologies or dominant market positions.

2015 turned out to be a roller-coaster year for Chinese equities, as measured by the MSCI China. The
equity market was initially driven by monetary easing, later shocked by the A-share crash, then
experienced unexpected RMB devaluation in August, and was further pressured by the expectation of the
U.S. Federal Reserve rate hike. The MSCI China Index first rose +29 percent, and then fell -34 percent
before stabilizing in the fourth quarter. In 2016, with continued slowing growth as a macroeconomic
backdrop, we see limited room for a sustainable re-rating of the index, unless reform surprises are made
on the positive side which address the structural problems. Under the “new normal” macro environment
in China, we are maintaining a defensive investment strategy and building positions around ‘New China’
sectors. We have exposure to the consumer sector, especially in the mass market consumption area.
Portfolio holdings generally have healthy balance sheets, are beneficiaries of reforms, or have exposure to
developed markets.

Sit Investment Associates’ 34th Annual Client Workshop, being held at the Four Seasons Resort in
Scottsdale, Arizona over the period February 11th to 14th, is in the final stages of planning, and we
expect it to be another outstanding forum for exploring ideas and current trends. We look forward to
welcoming clients and we hope that you will be able to attend.

We send our best wishes for the New Year. We are available at all times to discuss your portfolio and
answer any questions you may have.

Sincerely,
% 4
UEO\ Cb// L
Roger J. Sit Tasha M. Murdoff
CEO & Global Chief Investment Officer Vice President

=

David A. Brown, CFA
Vice President

cc: Dani J. McLeod, mgr-reporting(@leia.net




MARYLAND STATE RETIREMENT

AccoUNT NUMBER: MSRG663
DECEMBER 31, 2015

The statements you receive directly from the account custodian are the official record of your account. Sit Investment encourages you to
compare and verify the information on this statement with the information on the statements you receive from the account custodian. Also,
please notify us promptly if you do not receive statements on this account from the account custodian on at least a quarterly basis.



SIT INVESTMENT ASSOCIATES, INC.

MSR663
MARYLAND STATE RETIREMENT

CASH & CASH EQUIVALENTS
COMMON STOCK

TOTAL

YOUR ACCOUNT  -TOTAL

-EQUITY

HYBRID BENCHMARK*

GROWTH HYBRID BENCHMARK**

SUMMARY OF SECURITY HOLDINGS REPORT

Date: December 31, 2015

TOTAL % OF INDICATED
TOTAL COST MARKET VALUE HOLDINGS INCOME % YIELD
$259,367 $259,367 1.5% $496 0.2%
15,642,111 16,963,348 98.5 308,545 1.8
$15,901,478 $17,222,715 100.0% $309,041 1.8%

SUMMARY OF INVESTMENT RESULTS

MONTH OF LAST 3 YEAR TO SINCE INCEPTION

DECEMBER MONTHS DATE (FROM 12/22/09)
-1.0% 5.7% 6.4% 41.8%
-1.0 5.9 6.5 47.1
-1.3 4.7 -0.8 415
-0.8 6.7 4.1 50.2

*Hybrid Construction: MSCI Emerging Markets (Net Div Reinv.) through 6/30/11; MSCI EAFE (Net Div. Reinv.) therafter
**Growth Hybrid Construction: MSCI Emerging Markets Growth (Net Div Reinv.) through 6/30/11; MSCI EAFE Growth(Net Div. Reinv.) therafter

The above performance statistics are before investment management fees.



PORTFOLIO PERFORMANCE MONITOR
December 22, 2009 - December 31, 2015

SIT INVESTMENT ASSOCIATES - A/C MSR663

FUND PERFORMANCE MONTHLY RATE OF RETURN

MONTHLY RATE OF RETURN OF EQUIVALENT INVESTMENT
CLOSING MARKET VALUE INCLUDING ACCRUALS IN INDEX FUND
TOTAL EQUITY TOTAL EQUITY GROWTH HYBRID
FUND PORTION FUND PORTION HYBRID BENCHMARK* BENCHMARK**

DEC 14 16,268,920 15,954,140 -2.8% -2.9% -3.5% -3.5%
JAN 15 16,361,999 15,936,749 0.5% 0.5% 0.5% 1.2%
FEB 15 17,413,759 17,157,774 6.7% 6.8% 6.0% 5.7%
MAR 15 17,183,889 16,913,317 -1.1% -1.1% -1.5% -1.1%
APR 15 17,789,149 17,385,862 3.5% 3.6% 4.1% 3.8%
MAY 15 18,018,081 17,757,945 1.2% 1.2% -0.5% -0.1%
JUN 15 17,711,554 17,443,753 -1.8% -1.8% -2.8% -2.6%
JUL 15 18,097,282 17,881,304 2.1% 2.1% 2.1% 2.4%
AUG 15 17,053,747 16,713,308 -5.5% -5.6% -7.4% -7.2%
SEP 15 16,282,873 15,938,638 -4.5% -4.6% -5.1% -4.0%
OCT 15 17,349,208 17,055,868 6.6% 6.7% 7.8% 8.2%
NOV 15 17,389,862 16,945,151 0.2% 0.2% -1.6% -0.7%
DEC 15 17,222,715 16,963,348 -1.0% -1.0% -1.3% -0.8%
ACCUMULATIVE TIME-WEIGHTED RATE OF RETURN 41.8% 47 1% 41.5% 50.2%

*Hybrid Construction: MSCI Emerging Markets (Net Div Reinv.) through 6/30/11; MSCI EAFE (Net Div. Reinv.) therafter

**Growth Hybrid Construction: MSCI Emerging Markets Growth (Net Div Reinv.) through 6/30/11; MSCI EAFE Growth(Net Div. Reinv.) therafter

The above performance statistics are before investment management fees.
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INTERNATIONAL INVESTMENT SUMMARY BY ASSET CLASS
663 - MARYLAND STATE RETIREMENT
December 31, 2015

Cost Market Value Unrealized G/L Unrealized G/L
Description (Base) (Base) Assets Currency % PF
CASH
UNITED STATES 259,366.84 259,366.84 0.00 0.00 1.51%
EQUITY AND RELATED
AUSTRALIA 167,230.13 176,507.92 24,508.70 (15,230.91) 1.02%
BELGIUM 260,942.17 290,625.00 29,682.83 0.00 1.69%
CANADA 776,788.88 682,800.00 (93,988.88) 0.00 3.96%
CHINA 245,437.05 293,656.16 48,073.33 145.78 1.71%
DENMARK 131,858.71 225,919.70 118,536.28 (24,475.29) 1.31%
FRANCE 1,186,695.38 1,387,005.65 296,965.18 (96,654.91) 8.05%
GERMANY 1,115,066.51 1,044,353.72 81,084.22 (151,797.01) 6.06%
HONG KONG 779,251.91 760,825.98 (18,533.42) 107.49 4.42%
INDIA 165,050.29 151,250.00 (13,800.29) 0.00 0.88%
IRELAND 520,248.72 589,166.00 68,917.28 0.00 3.42%
ISRAEL 221,997.74 231,381.00 9,383.26 0.00 1.34%
ITALY 136,182.24 128,173.76 16,896.62 (24,905.10) 0.74%
JAPAN 1,703,870.54 1,982,962.14 498,476.52 (219,384.92) 11.51%
KOREA, REPUBLIC OF 174,124.49 174,097.66 686.43 (713.26) 1.01%
NETHERLANDS 1,246,345.41 1,396,542.06 189,828.57 (39,631.92) 8.11%
SINGAPORE 86,768.87 268,527.50 181,758.63 0.00 1.56%
SPAIN 406,165.76 522,004.08 153,152.47 (37,314.15) 3.03%
SWITZERLAND 1,586,425.40 1,732,720.36 298,773.32 (152,478.36) 10.06%
UNITED KINGDOM 4,409,689.91 4,551,940.44 354,831.15 (212,580.62) 26.43%
UNITED STATES 321,970.94 372,888.75 50,917.81 0.00 2.17%
Total EQUITY AND RELATED 15,642,111.05 16,963,347.88 2,296,150.00 (974,913.17) 98.49%
Total Portfolio: 15,901,477.89 17,222,714.72 2,296,150.00 (974,913.17)  100.00%
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Market Price Total Market Indicated Annual Market Price Total Market Indicated Annual  Current
Security Description Quantity Base Total Cost Base Value Base Income Base Local Total Cost Local Value Local Income Local Yield
Equity And Related

Australia

CSL LTD (AUD /1.37225) 2,300.0000 76.743 167,230.13 176,507.92 0.00 105.310 208,580.93 242,213.00 0.00 0.00
Total Australia 167,230.13 176,507.92 0.00 0.00
Belgium

ANHEUSER BUSCH INBEV SA/N ADR (USD/ 1) 2,325.0000 125.000 260,942.17 290,625.00 7,495.80 125.000 260,942.17 290,625.00 7,495.80 2.58
Total Belgium 260,942.17 290,625.00 7,495.80 2.58
Canada

AGRIUM INC (USD/ 1) 2,900.0000 89.340 285,121.36 259,086.00 10,150.00 89.340 285,121.36 259,086.00 10,150.00 3.92

BCE INC (USD/ 1) 8,700.0000 38.620 389,275.04 335,994.00 22,620.00 38.620 389,275.04 335,994.00 22,620.00 6.73

SUNCOR ENERGY INC (USD/ 1) 3,400.0000 25.800 102,392.48 87,720.00 3,944.00 25.800 102,392.48 87,720.00 3,944.00 4.50
Total Canada 776,788.88 682,800.00 36,714.00 5.38
China

ALIBABA GROUP HOLDING LTD ADR (USD /1) 950.0000 81.270 92,739.08 77,206.50 0.00 81.270 92,739.08 77,206.50 0.00 0.00

TENCENT HOLDINGS LTD (HKD / 7.75007) 11,000.0000 19.677 152,697.97 216,449.66 227.09 152.500 1,184,549.78 1,677,500.00 1,760.00 0.10
Total China 245,437.05 293,656.16 227.09 0.08
Denmark

NOVO NORDISK A/S (DKK / 6.86798) 3,880.0000 58.227 131,858.71 225,919.70 10,168.93 399.900 737,507.20 1,551,612.00 69,840.00 4.50
Total Denmark 131,858.71 225,919.70 10,168.93 450
France

BNP PARIBAS SA (EUR / 0.92025) 3,570.0000 56.756 224,658.35 202,620.05 10,086.39 52.230 166,038.68 186,461.10 9,282.00 4.98

DASSAULT SYSTEMES SA (EUR / 0.92025) 2,400.0000 80.163 94,987.17 192,391.20 1,199.67 73.770 68,501.41 177,048.00 1,104.00 0.62

INGENICO GROUP (EUR / 0.92025) 2,410.0000 126.596 133,718.89 305,096.44 916.60 116.500 104,834.69 280,765.00 843.50 0.30

SAFRAN SA (EUR / 0.92025) 4,400.0000 68.862 315,864.68 302,991.58 0.00 63.370 283,678.40 278,828.00 0.00 0.00

SCHLUMBERGER LTD (USD / 1) 2,400.0000 69.750 197,855.21 167,400.00 4,800.00 69.750 197,855.21 167,400.00 4,800.00 2.87

UNIBAIL-RODAMCO SE (EUR / 0.92025) 850.0000 254.713 219,611.08 216,506.38 0.00 234.400 197,980.31 199,240.00 0.00 0.00
Total France 1,186,695.38 1,387,005.65 17,002.66 1.23
Germany

GEA GROUP AG (EUR /0.92025) 5,325.0000 40.641 235,265.71 216,414.02 0.00 37.400 194,772.92 199,155.00 0.00 0.00

LINDE AG (EUR / 0.92025) 1,500.0000 145.504 288,493.11 218,255.91 0.00 133.900 221,459.64 200,850.00 0.00 0.00

NORMA GROUP SE (EUR / 0.92025) 5,300.0000 55.583 274,420.81 294,588.43 0.00 51.150 218,817.79 271,095.00 0.00 0.00

RATIONAL AG (EUR / 0.92025) 225.0000 456.289 61,175.55 102,665.04 244.50 419.900 44,708.87 94,477.50 225.00 0.24

SIEMENS AG (EUR / 0.92025) 2,175.0000 97.669 255,711.33 212,430.32 3,190.71 89.880 206,689.53 195,489.00 2,936.25 1.50
Total Germany 1,115,066.51 1,044,353.72 3,435.21 0.33
Hong Kong

AIA GROUP LTD (HKD / 7.75007) 27,800.0000 6.013 185,692.73 167,157.20 0.00 46.600 1,439,356.63 1,295,480.00 0.00 0.00

CK HUTCHISON HOLDINGS LTD (HKD / 7.75007) 12,812.0000 13.497 155,059.42 172,919.11 3,306.29 104.600 1,202,325.67 1,340,135.20 25,624.00 1.91

HSBC HOLDINGS PLC ADR (USD /1) 4,875.0000 39.470 230,514.49 192,416.25 12,187.50 39.470 230,514.49 192,416.25 12,187.50 6.33

TECHTRONIC INDUSTRIES CO (HKD / 7.75007) 56,000.0000 4.077 207,985.27 228,333.42 0.00 31.600 1,611,904.16 1,769,600.00 0.00 0.00
Total Hong Kong 779,251.91 760,825.98 15,493.79 2.04
India

ISHARES MSCI INDIA ETF (USD / 1) 5,500.0000 27.500 165,050.29 151,250.00 1,798.50 27.500 165,050.29 151,250.00 1,798.50 1.19
Total India 165,050.29 151,250.00 1,798.50 1.19
Ireland

ALLERGAN INC (USD/ 1) 550.0000 312.500 116,050.38 171,875.00 0.00 312.500 116,050.38 171,875.00 0.00 0.00

MEDTRONIC PLC (USD/ 1) 5,425.0000 76.920 404,198.34 417,291.00 8,246.00 76.920 404,198.34 417,291.00 8,246.00 1.98
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Market Price Total Market Indicated Annual Market Price Total Market Indicated Annual  Current
Security Description Quantity Base Total Cost Base Value Base Income Base Local Total Cost Local Value Local Income Local Yield

Total Ireland 520,248.72 589,166.00 8,246.00 1.40
Israel

TEVA PHARMACEUTICAL-SP ADR (USD/ 1) 3,525.0000 65.640 221,997.74 231,381.00 4,092.53 65.640 221,997.74 231,381.00 4,092.53 1.77
Total Israel 221,997.74 231,381.00 4,092.53 1.77
Italy

AZIMUT HLDG S.P.A (EUR / 0.92025) 5,115.0000 25.058 136,182.24 128,173.76 0.00 23.060 102,402.79 117,951.90 0.00 0.00
Total Italy 136,182.24 128,173.76 0.00 0.00
Japan

AJINOMOTO CO INC (JPY / 120.2) 11,000.0000 23.956 194,660.31 263,514.98 0.00 2,879.500 22,054,983.00 31,674,500.00 0.00 0.00

ASICS CORP (JPY / 120.2) 10,400.0000 20.998 224,664.38 218,382.70 0.00 2,524.000 23,034,997.00 26,249,600.00 0.00 0.00

ASTELLAS PHARMA INC (JPY / 120.2) 17,800.0000 14.405 269,446.78 256,411.81 0.00 1,731.500 30,385,889.00 30,820,700.00 0.00 0.00

DAICEL CORP (JPY / 120.2) 20,000.0000 15.092 134,647.08 301,830.28 1,331.11 1,814.000 11,667,941.00 36,280,000.00 160,000.00 0.44

INPEX CORP (JPY / 120.2) 13,900.0000 9.863 196,179.14 137,091.93 3,093.39 1,185.500 20,297,975.00 16,478,450.00 371,825.00 2.26

MAKITA CORP (JPY /120.2) 4,300.0000 58.486 206,487.48 251,489.18 0.00 7,030.000 21,386,546.00 30,229,000.00 0.00 0.00

SEVEN & | HOLDINGS CO LTD (JPY /120.2) 7,600.0000 46.173 279,008.96 350,915.14 0.00 5,550.000 27,680,382.00 42,180,000.00 0.00 0.00

SUZUKI MOTOR CORP (JPY / 120.2) 6,600.0000 30.807 198,776.41 203,326.12 0.00 3,703.000 21,926,459.00 24,439,800.00 0.00 0.00
Total Japan 1,703,870.54 1,982,962.14 4,424.50 0.22
Korea, Republic Of

KOREA ELECTRIC POWER CORP (KRW / 1177.5) 4,100.0000 42.463 174,124.49 174,097.66 0.00 50,000.000 204,191,730.00 205,000,000.00 0.00 0.00
Total Korea, Republic Of 174,124.49 174,097.66 0.00 0.00
Netherlands

ASML HOLDING NV (USD/ 1) 1,950.0000 88.770 129,674.55 173,101.50 1,259.70 88.770 129,674.55 173,101.50 1,259.70 0.73

GALAPAGOS NV (EUR / 0.92025) 2,200.0000 61.679 83,870.89 135,693.56 0.00 56.760 76,030.08 124,872.00 0.00 0.00

GRANDVISION NV (EUR / 0.92025) 6,350.0000 30.057 173,976.79 190,862.27 0.00 27.660 159,589.05 175,641.00 0.00 0.00

ING GROEP NV (EUR / 0.92025) 18,900.0000 13.529 188,539.47 255,696.82 24,234.72 12.450 143,504.54 235,305.00 22,302.00 9.48

LYONDELLBASELL INDUSTRIES (USD / 1) 1,975.0000 86.900 183,962.01 171,627.50 6,162.00 86.900 183,962.01 171,627.50 6,162.00 3.59

MOBILEYE N V AMSTELVEEN (USD/ 1) 5,075.0000 42.280 239,787.15 214,571.00 0.00 42.280 239,787.15 214,571.00 0.00 0.00

RELX NV (EUR / 0.92025) 15,100.0000 16.887 246,534.55 254,989.41 0.00 15.540 222,066.24 234,654.00 0.00 0.00
Total Netherlands 1,246,345.41 1,396,542.06 31,656.42 2.27
Singapore

AVAGO TECHNOLOGIES LTD (USD/ 1) 1,850.0000 145.150 86,768.87 268,527.50 3,256.00 145.150 86,768.87 268,527.50 3,256.00 1.21
Total Singapore 86,768.87 268,527.50 3,256.00 1.21
Spain

IBERDROLA SA (EUR / 0.92025) 37,900.0000 7.118 252,873.33 269,758.22 0.00 6.550 228,907.89 248,245.00 0.00 0.00

INDITEX SA (EUR / 0.92025) 7,325.0000 34.436 153,292.43 252,245.86 6,853.39 31.690 110,527.80 232,129.25 6,306.83 2.72
Total Spain 406,165.76 522,004.08 6,853.39 1.31
Switzerland

ADECCO SA (CHF / 1.00167) 3,225.0000 68.785 235,709.93 221,832.04 3,219.62 68.900 218,280.55 222,202.50 3,225.00 1.45

NESTLE SA (CHF / 1.00167) 7,050.0000 74.426 467,645.84 524,701.25 63,344.22 74.550 411,468.03 525,577.50 63,450.00 12.07

NOVARTIS AG (CHF / 1.00167) 3,950.0000 86.655 259,062.83 342,288.38 4,534.93 86.800 226,001.45 342,860.00 4,542.50 1.32

ROCHE HOLDINGS AG (CHF / 1.00167) 1,235.0000 275.939 274,116.69 340,784.89 3,082.35 276.400 249,971.00 341,354.00 3,087.50 0.90

ZURICH INSURANCE GROUP AG (CHF / 1.00167) 1,175.0000 257.969 349,890.11 303,113.80 0.00 258.400 330,620.70 303,620.00 0.00 0.00
Total Switzerland 1,586,425.40 1,732,720.36 74,181.12 4.28
United Kingdom

ASHTEAD GROUP PLC (GBP / 0.67835) 15,600.0000 16.496 254,819.72 257,336.18 0.00 11.190 168,262.86 174,564.00 0.00 0.00

ASOS PLC (GBP /0.67835) 4,150.0000 50.873 230,508.77 211,124.79 0.00 34.510 150,105.25 143,216.50 0.00 0.00
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BABCOCK INTL GROUP PLC (GBP / 0.67835) 23,300.0000 14.978 355,436.47 348,976.19 0.00 10.160 232,073.55 236,728.00 0.00 0.00
BARCLAYS PLC (GBP / 0.67835) 88,200.0000 3.227 351,790.13 284,616.79 34,585.69 2.189 213,502.94 193,069.80 23,461.20 12.15
BELLWAY PLC (GBP / 0.67835) 4,175.0000 41.807 104,605.16 174,545.59 0.00 28.360 63,424.71 118,403.00 0.00 0.00
BRITISH AMERICAN TOBACCO PLC (GBP / 0.67835) 6,125.0000 55.591 292,647.26 340,493.48 6,293.40 37.710 182,675.12 230,973.75 4,269.13 1.85
BURBERRY GROUP PLC (GBP / 0.67835) 5,825.0000 17.616 134,548.97 102,614.80 601.09 11.950 85,051.97 69,608.75 407.75 0.59
DELPHI AUTOMOTIVE PLC (USD /1) 3,000.0000 85.730 203,490.99 257,190.00 3,000.00 85.730 203,490.99 257,190.00 3,000.00 1.17
DIAGEO PLC ADR (USD / 1) 3,950.0000 109.070 384,395.00 430,826.50 13,485.30 109.070 384,395.00 430,826.50 13,485.30 3.13
DS SMITH PLC (GBP / 0.67835) 58,540.0000 5.848 271,320.66 342,342.71 0.00 3.967 166,232.98 232,228.18 0.00 0.00
EASYJET PLC (GBP /0.67835) 10,600.0000 25.650 277,948.41 271,895.04 0.00 17.400 181,394.31 184,440.00 0.00 0.00
ESSENTRA PLC (GBP / 0.67835) 24,100.0000 12.206 322,596.28 294,166.73 0.00 8.280 199,060.75 199,548.00 0.00 0.00
JUST EAT PLC (GBP / 0.67835) 42,100.0000 7.278 250,850.67 306,401.86 0.00 4.937 164,003.75 207,847.70 0.00 0.00
NIELSEN HOLDINGS PLC (USD /1) 3,700.0000 46.600 167,320.87 172,420.00 4,144.00 46.600 167,320.87 172,420.00 4,144.00 2.40
RECKITT BENCKISER GROUP PLC (GBP / 0.67835) 3,750.0000 92.592 250,433.72 347,221.20 2,155.97 62.810 158,776.89 235,537.50 1,462.50 0.62
ROYAL DUTCH SHELL PLC ADR (USD /1) 2,000.0000 46.040 150,047.99 92,080.00 7,520.00 46.040 150,047.99 92,080.00 7,520.00 8.17
ROYAL DUTCH SHELL PLC-ADR (USD/ 1) 3,550.0000 45.790 260,793.23 162,554.50 11,345.80 45.790 260,793.23 162,554.50 11,345.80 6.98
SHIRE PLC (GBP / 0.67835) 2,240.0000 69.256 146,135.61 155,134.08 367.52 46.980 91,555.29 105,235.20 249.31 0.24
Total United Kingdom 4,409,689.91 4,551,940.44 83,498.77 1.83
United States
EURONET WORLDWIDE INC (USD / 1) 3,300.0000 72.430 187,616.58 239,019.00 0.00 72.430 187,616.58 239,019.00 0.00 0.00
PRICELINE.COM INC (USD / 1) 105.0000 1,274.950 134,354.36 133,869.75 0.00 1,274.950 134,354.36 133,869.75 0.00 0.00
Total United States 321,970.94 372,888.75 0.00 0.00
Total Equity And Related 15,642,111.05 16,963,347.88 308,544.71 1.82
Cash
United States
UNITED STATES DOLLAR (USD/ 1) (1,882.8900) 1.000 (1,882.89) (1,882.89) 0.00 1.000 (1,882.89) (1,882.89) 0.00 0.01
CASH (USD /1) 261,249.7300 1.000 261,249.73 261,249.73 496.38 1.000 261,249.73 261,249.73 496.38 0.19
Total United States 259,366.84 259,366.84 496.38 0.19
Total Cash 259,366.84 259,366.84 496.38 0.19
Total Account Base Currency: 15,901,477.89 17,222,714.72 309,041.09 1.79
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PURCHASES AND SALES REPORT
663 - MARYLAND STATE RETIREMENT
From October 1, 2015 To December 31, 2015

Realized
Avg Amortized Avg Total Gain/Loss
Security Description Shares/Par Cost Cost Price Proceeds Book
Purchases
EQUITY AND RELATED
ADECCO SA 575.0000 67.31 38,700.60 67.28
AGRIUM INC 400.0000 96.80 38,719.20 96.78
ASHTEAD GROUP PLC 4,100.0000 16.29 66,724.63 16.19
ASML HOLDING NV 300.0000 87.62 26,284.50 87.60
ASOS PLC 600.0000 44.50 26,700.62 44.43
BABCOCK INTL GROUP PLC 7,500.0000 15.19 112,839.13 15.09
BARCLAYS PLC 1,500.0000 3.41 5,113.42 3.39
BCE INC 825.0000 39.77 32,843.96 39.74
DIAGEO PLC ADR 200.0000 110.91 22,181.46 110.89
DS SMITH PLC 500.0000 5.73 2,864.89 5.70
EASYJET PLC 10,600.0000 26.11 277,948.41 25.94
ESSENTRA PLC 1,800.0000 12.52 22,537.49 12.44
GEA GROUP AG 1,000.0000 41.43 41,433.20 41.42
GRANDVISION NV 6,350.0000 27.41 173,976.79 27.38
IBERDROLA SA 3,200.0000 6.89 22,036.86 6.88
ING GROEP NV 2,050.0000 13.73 28,139.78 13.71
INGENICO GROUP 340.0000 120.26 41,030.24 119.84
JUST EAT PLC 3,615.0000 6.67 24,103.08 6.62
KOREA ELECTRIC POWER CORP 4,100.0000 42.54 174,124.49 42.41
MOBILEYE N V AMSTELVEEN 475.0000 42.68 20,272.00 42.64
NESTLE SA 435.0000 73.49 31,967.14 73.38
NIELSEN HOLDINGS PLC 3,700.0000 45.59 167,320.87 45.57
PRICELINE.COM INC 105.0000 1,279.57 134,354.36  1,279.55
RECKITT BENCKISER GROUP PLC 425.0000 91.67 38,966.01 91.12
RELX NV 1,000.0000 16.47 16,465.55 16.43
SAFRAN SA 1,200.0000 74.56 90,968.67 74.28
SCHLUMBERGER LTD 300.0000 72.02 21,606.99 71.98
SIEMENS AG 425.0000 99.11 42,120.14 98.96
TECHTRONIC INDUSTRIES CO 56,000.0000 3.72 207,985.27 3.71
TEVA PHARMACEUTICAL-SP ADR 300.0000 61.99 18,596.70 61.97
UNIBAIL-RODAMCO SE 850.0000 258.63 219,611.08 257.76
ZURICH INSURANCE GROUP AG 375.0000 259.52 97,283.80 259.22



PURCHASES AND SALES REPORT

663 - MARYLAND STATE RETIREMENT

From October 1, 2015 To December 31, 2015

Realized
Avg Amortized Avg Total Gain/Loss
Security Description Shares/Par Cost Cost Price Proceeds Book
Total EQUITY AND RELATED 2,285,821.33
Total Purchases 2,285,821.33
Sales
EQUITY AND RELATED
AJINOMOTO CO INC 1,000.0000 17.70 17,696.40 23.06 23,013.99 5,317.59
ALLERGAN INC 75.0000 211.00 15,825.04 313.19 23,485.81 7,660.77
ANHEUSER BUSCH INBEV SA/N 425.0000 112.23 47,699.11 123.41 53,224.99 5,525.88
ADR
AZIMUT HLDG S.P.A 525.0000 26.62 13,977.63 25.03 13,120.88 (856.75)
BNP PARIBAS SA 445.0000 62.93 28,003.64 59.61 26,486.91 (1,516.73)
CSLLTD 950.0000 72.71 69,073.34 73.21 69,845.66 772.32
DAICEL CORP 4,900.0000 6.73 32,988.53 15.02 73,506.39 40,517.86
DELPHI AUTOMOTIVE PLC 400.0000 67.83 27,132.14 79.41 31,471.91 4,339.77
DIAGEO PLC ADR 250.0000 96.59 24,147.56 112.44 28,104.83 3,957.27
DS SMITH PLC 6,275.0000 4.63 29,083.31 5.73 35,960.54 6,877.23
ENGIE 13,300.0000 25.29 336,351.67 17.12 227,092.56 (109,259.11)
EUROFINS SCIENTIFIC 650.0000 261.64 170,067.67 361.00 232,861.29 62,793.62
GN STORE NORD AS 12,400.0000 26.52 328,893.97 18.71 231,730.41 (97,163.56)
INDITEX SA 525.0000 20.93 10,986.84 35.49 18,596.72 7,609.88
JUST EAT PLC 3,800.0000 5.96 22,642.13 7.01 26,588.68 3,946.55
LYONDELLBASELL INDUSTRIES 225.0000 93.15 20,957.69 85.13 19,150.33 (1,807.36)
MEDTRONIC PLC 600.0000 74.51 44,703.97 77.12 46,112.54 1,408.57
NESTLE SA 700.0000 65.86 46,103.57 78.20 54,659.65 8,556.08
NORMA GROUP SE 800.0000 51.78 41,422.01 56.42 45,066.72 3,644.71
RATIONAL AG 105.0000 271.89 28,548.58 387.44 40,620.40 12,071.82
SIEMENS AG 2,400.0000 122.05 292,925.04 92.98 221,937.97 (70,987.07)
SMC CORP/JAPAN 700.0000 181.92 127,343.53 243.19 170,992.80 43,649.27
SUMITOMO MITSUI FINANCIAL 4,200.0000 41.16 172,859.92 40.66 173,073.78 213.86
GROUP INC
SUNCOR ENERGY INC 1,400.0000 30.12 42,161.62 27.44 38,394.29 (3,767.33)
TERUMO CORP 7,800.0000 23.45 182,900.82 30.83 243,257.98 60,357.16
Total EQUITY AND RELATED 2,174,495.73 2,168,358.03 (6,137.70)
Total Sales 2,174,495.73 2,168,358.03 (6,137.70)
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COMMISSION REASON SUMMARY
663 - MARYLAND STATE RETIREMENT
December 31, 2015

Broker Total DIRECTED OTHER PRINCIPAL RESEARCH SERVICE TRADE
MYC BANK OF AMERICA MERRILL LYNCH
Current Month 21.00 21.00
Year To Date 273.14 273.14
BCI BARCLAYS CAPITAL INC
Current Month 7.50 7.50
Year To Date 169.56 169.56
BHT B-TRADE SERVICES
Current Month 22.50 22.50
Year To Date 22.50 22.50
FLA CITIGROUP GLOBAL MARKETS
Current Month 104.92 104.92
Year To Date 458.84 458.84
SUD CITIGROUP GLOBAL MARKETS
Current Month 48.00 48.00
Year To Date 618.00 618.00
JZR DBS VICKERS SECURITIES
Current Month 589.76 589.76
Year To Date 2,367.90 2,367.90
DIR DIRECT
Current Month 0.00
Year To Date 0.00
UAI EVERCORE ISI
Current Month 0.00
Year To Date 92.00 92.00
GSC GOLDMAN SACHS-CHICAGO
Current Month 0.00
Year To Date 18.38 18.38
HEL HELVEA, INC/BAADER BANK GROUP
Current Month 694.54 694.54
Year To Date 2,565.55 2,565.55
ITT INSTINET/ALGOS
Current Month 0.00
Year To Date 500.67 500.67
JCV  J.P. MORGAN SECURITES
Current Month 97.11 97.11
Year To Date 2,107.79 2,107.79
HAM JP MORGAN/ECS
Current Month 37.50 37.50
Year To Date 512.09 512.09
FCJ KEPLER EQUITIES
Current Month 0.00
Year To Date 2,814.12 2,814.12
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COMMISSION REASON SUMMARY
663 - MARYLAND STATE RETIREMENT
December 31, 2015

Broker Total DIRECTED OTHER PRINCIPAL RESEARCH SERVICE TRADE
TRI MACQUARIE CAPITAL USA INC
Current Month 0.00
Year To Date 17.00 17.00
MSX  MIZUHO INTERNATIONAL
Current Month 618.41 618.41
Year To Date 2,771.04 2,771.04
MGS MORGAN STANLEY DEAN WITT
Current Month 0.00
Year To Date 26.00 26.00
PIP PIPER JAFFRAY
Current Month 0.00
Year To Date 8.00 8.00
SCB SANFORD C BERNSTEIN-BAT
Current Month 3.38 3.38
Year To Date 176.42 176.42
RVR  SANTANDER INVESTMENT (0)
Current Month 0.00
Year To Date 909.60 909.60
UCX UBS
Current Month 0.00
Year To Date 84.00 84.00
WBC WILLIAM BLAIR
Current Month 28.00 28.00
Year To Date 44.00 44.00
Totals
Current Month 2,272.62 0.00 0.00 0.00 2,250.12 0.00 22.50
Year To Date 16,556.60 0.00 0.00 0.00 16,033.43 500.67 22.50
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EXECUTIVE SUMMARY

Domestic equity markets fell in December. The S&P 500 Index declined -1.6 percent for the month, but
rose +7.0 percent during the fourth quarter, resulting in a +1.4 percent total return for calendar 2015.
International markets experienced similar returns as the year concluded, but were weaker for all of 2015.
The MSCI EAFE Index declined -1.4 percent in December, rose +4.7 percent for the fourth quarter, and
finished the year down -0.8 percent. Taxable bonds fell -0.3 percent and -0.6 percent for the month and
quarter, respectively. For the year, they rose +0.5 percent, as measured by the Barclays Aggregate Bond
Index. Tax-exempt bonds, as measured by the Barclays Municipal Bond Index, fared better, rising +0.7
percent, +1.5 percent, and +3.3 percent for the month, quarter, and year, respectively. Turning to the U.S.
economy, the final (third) estimate of third quarter U.S. real GDP growth was revised down slightly to +2.0
percent from +2.1 percent. Our current growth forecasts for U.S. real GDP are +2.5 percent in 2015 and
+2.4 percent in 2016. The Euro Area remains on track for modest economic expansion, and we are
maintaining our forecast for real GDP growth of +1.5 percent in 2015 and +1.8 percent in 2016. Conditions
in the Japanese economy give us no reason to alter our still cautious stance regarding the country’s
economic growth outlook. We expect China’s economy to slow down further. Domestic taxable fixed
income portfolios are positioned to be defensive against expected increases in short-term interest rates,
while maintaining liquidity to take advantage of perceived market dislocations. In tax-exempt portfolios,
we anticipate modestly shortening duration and nudging credit quality upward in the year ahead. Domestic
and international equity portfolios remain positioned with high quality growth companies that are focused
on the stronger developed market economies. This quarter, our spotlight topic is the energy sector.

SPOTLIGHT TOPIC- ENERGY SECTOR OUTLOOK: PRODUCER’S PAIN,

REFINER’S GAIN
NOTICE: This analysis contains the collective opinions of our analysts and portfolio managers, and is provided for informational purposes only. While the

information is accurate at the time of writing, such information is subject to change at any time without notice, and therefore, so may the investment decisions of
Sit Investment Associates
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CURRENT CONDITIONS: U.S. CONTINUES,
EUROPE MUDDLING THROUGH, AS ASIA
CONTINUES TO STRUGGLE

Domestic equity markets fell in December. The S&P 500 Index
declined -1.6 percent for the month, but rose +7.0 percent during
the fourth quarter, resulting in a +1.4 percent total return for
calendar 2015. International markets experienced similar returns
as the year concluded, but were weaker for all of 2015. The
MSCI EAFE Index declined -1.4 percent in December, rose +4.7
percent for the fourth quarter, and finished the year down -0.8
percent.

Fixed income markets experienced mixed results. Taxable bonds
fell -0.3 percent and -0.6 percent for the month and quarter,
respectively. For the year they rose +0.5 percent, as measured by
the Barclays Aggregate Bond Index. Tax-exempt bonds, as
measured by the Barclays Municipal Bond Index, fared better,
rising +0.7 percent, +1.5 percent, and +3.3 percent for the month,
quarter, and year, respectively. Exhibits A and B display detailed
domestic and global performance data.

Small capitalization _stocks underperformed their large
capitalization brethren in the month of December, the fourth
guarter, and the year. Over those same time periods, small,
medium, and large capitalization growth stocks outperformed
their value counterparts. All of the details are shown in Exhibit
C.

Turning to the U.S. economy, the final (third) estimate of third
quarter U.S. real GDP growth was revised down slightly to +2.0
percent from +2.1 percent. Downward revisions to the change in

business inventories and net exports were partially offset by
upward adjustments to nonresidential fixed investment,
residential investment and government spending. Consumer
spending remained at a +3 percent growth rate in the final
estimate, a reasonably healthy level. However, fourth quarter
consumer spending, through the first two months of the quarter,
has slowed and appears on track to grow at roughly +2 percent.
Exhibit D displays the quarterly dollar changes to real GDP by
major components over recent time periods.

November real consumer spending was above average, relative
to the recent past, at +0.3 percent. However, October was revised
down to no change from the previous estimate of +0.1 percent
growth. As mentioned above, we expect fourth quarter consumer
spending to soften from third quarter levels. This may be due, in
part, to the negative change to household net worth experienced
by consumers as a result of the August stock market correction.
On the positive side, motor vehicle sales, though down slightly
in December from the heated pace of previous months, still
exceeded the 17 million unit pace for the month, continuing the
strong trend. Our sensitivity analysis suggests that fourth quarter
real consumption expenditures will likely be in a range between
+1.8 percent and +2.1 percent.

The December nonfarm payrolls report, released on January 8",
was stronger than expected as 292,000 jobs were created
compared with the expectation for 200,000. While some analysts
estimated the warmer than normal weather might have boosted
the figures by as much as 100,000 jobs, it was still a solid report.
Additionally, October and November payrolls were revised up by
a combined 50,000 jobs. During the fourth quarter of 2015,
851,000 jobs were created. This is a solid increase over the
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521,000 jobs generated in the third quarter, and the strongest
quarterly result since the fourth quarter of 2014. Average hourly
earnings were somewhat less positive, as they declined very
slightly from November, but still showed a +2.5 percent increase
on a year-over-year basis. Finally, the unemployment rate was
unchanged at 5.0 percent, even though the labor force
participation rate ticked up to 62.6 percent.

Inflation in the U.S., as measured by the headline Consumer
Price Index for all Urban Consumers (CPI), was unchanged in
November and increased +0.5 percent on a year-over-year basis.
Core CPI, which excludes the volatile food and energy sectors,
increased +0.2 percent for the month of November and rose +2.0
percent year-over-year. Although core CPI has increased, it is
now hovering around the Federal Reserve’s target. Given global
economic weakness, it seems unlikely that inflation will become
a_more significant problem over the near to intermediate term.
Inflation levels over time are shown in the graph in Exhibit E.

The Federal Reserve’s U.S. trade-weighted major currencies
dollar_index increased to just over 94 in December, a high
watermark not seen since March 2003. The relative strength of
the U.S. economy vis-a-vis the rest of the world, along with the
Federal Reserve’s initiation of interest rate hikes last month, will
likely continue to provide strength to the dollar. Trends in the
dollar over the last four years, as measured by the above-
mentioned index, are shown in Exhibit F.

In summary, we continue to expect the U.S. economy to expand
in a range between +2 and +3 percent with a central tendency of
+2.5 percent. Specifically, our current growth forecasts for U.S.
real GDP are +2.5 percent growth in 2015 and +2.4 percent in

2016. Exhibit G displays details of our key economic
assumptions.

With respect to fixed income markets, Treasury vyields increased
during the quarter and the year, as the yield curve flattened. For
the first time in over a decade, the Federal Open Market
Committee (FOMC) raised the target range for the federal funds
rate by +25 basis points at its December meeting. This move had
been widely anticipated by the capital markets. The Federal
Reserve has communicated the likelihood of further interest rate
increases in 2016 as well.

Most fixed income sectors posted small positive returns for the
year. Corporate bonds underperformed for the quarter and the
year, driven largely by poor returns in lower quality and
industrial bonds, as the energy sector continued to suffer from
the effects of depressed oil prices. Treasuries underperformed for
the quarter as a result of the increase in interest rates, but
outperformed for the year as higher quality bonds performed
better than lower quality bonds. Similarly, government agency
mortgage-backed securities outperformed, as their high quality
positively impacted relative returns.

We expect the economy to continue to modestly improve and the
benefits of low oil prices to positively impact consumers, Shorter
term interest rates will likely continue to increase, but are still at
historically low and accommodative levels. As the market
returns to a more rational level of valuation, we expect increased
trading opportunities. We have positioned portfolios to be
defensive against expected increases in short-term interest rates,
while maintaining liquidity to take advantage of perceived
market dislocations. We are also underweight lower guality
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bonds and expect to remain so, while heightened market
volatility persists. Our forecasts for U.S. Treasury interest rates
are shown in Exhibit H.

Tax-exempt municipal bonds delivered relatively strong positive
performance in 2015, ending the quarter and year with a flatter
yield curve. Yields for maturities of 3 years or less increased for
the quarter and year, while yields for intermediate and long-term
maturities decreased modestly for the quarter, and slightly for the
year. The yield differential between 1-year and 30-year AAA
general obligation bonds was 232 basis points at the end of the
year, a flattening of 49 basis points for the quarter and 38 basis
points for the year. High grade municipals strongly outperformed
U.S. Treasuries during the second half of the year. As a result,
when compared to long-term average yield ratios, intermediate
and long-term tax-exempts are at values close to their historical
averages, while shorter-term tax-exempts now appear somewhat
rich relative to Treasuries.

During the quarter and the year, nearly all investment grade tax-
exempt municipal categories had positive returns. In general,
longer tax-exempts outperformed shorter tax-exempts during
both the quarter and the year. Lower-rated and non-rated credits
tended to outperform higher-rated credits during both time
periods. Revenue bonds outperformed general obligation bonds.
Generally, all investment grade revenue bond sectors performed
well. The industrial development bond sector had the strongest
performance for the quarter and the hospital bond sector had the
best performance for the year. Returns in high-yield municipal
sectors were generally strong for the year. However, Puerto Rico
bonds, with an aggregate return of -12 percent, were once again

the weakest sector. Notably, high-yield tobacco bonds and tax-
exempt closed end funds did particularly well during the year.

Fund flows were strong during the last quarter, and new issue
supply just shy of $400 billion in 2015 was the fifth-highest year
ever. Municipal issuance may decrease in 2016, as many issuers
took advantage of low rates to refund debt in 2015. We expect
the tax-exempt yield curve to continue to flatten in 2016 and
credit spreads, particularly for A-rated bonds, to widen modestly.
We will continue to emphasize revenue bond sectors over
general obligation bonds. While absolute levels of interest rates
remain at or near historic lows, our tax-exempt investment
strategy continues to place a heavy emphasis on income, which
we believe is the primary driver of return over a full market
cycle. We anticipate modestly shortening duration and nudging
credit quality upward in the year ahead. We remain positive on
housing bonds and plan to continue our overweight of the sector
during 2016. Housing bonds exhibited the most attractive yield
characteristics amongst investment grade revenue bond sectors,
as of yearend. As always, diversification remains a key tenet in
our strategy to help manage credit risk. Exhibit I displays
detailed fixed income returns.

Turning to international markets, a number of key data points
indicate that the Euro Area remains on track for modest
economic expansion. As such, we are maintaining our forecast
for real GDP growth of +1.5 percent in 2015 and +1.8 percent in
2016 (versus +0.9 percent in 2014) as detailed in Exhibit J. The
Euro Area Manufacturing PMI increased to a 20-month high of
53.2 in December as shown in Exhibit K, and backlogs of work
are currently the highest since May 2011. We believe that tighter
manufacturing capacity, accelerating job creation, and easing
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credit conditions should pave the way for improved consumer
expenditures and private fixed investment in 2016. We also
anticipate that the European Central Bank (ECB) will remain
highly accommodative, given the fragile nature of the recovery,
ongoing deflationary forces, and mounting global growth
concerns. The combination of additional quantitative easing by
the ECB and higher interest rates by the US Federal Reserve
should also keep a cap on the euro to the benefit of both exports
and inflation.

The UK Manufacturing PMI decelerated for a second straight
month to 51.9 in December; moving closer to its long-run
average of 51.5 (above 50 indicates expansion) as Exhibit K
displays. Although momentum in the manufacturing sector has
slowed recently, consumer spending, which represents roughly
65 percent of GDP remains buoyed by rising real incomes,
elevated consumer confidence, and a favorable credit
environment. Therefore, we continue to project that UK real
GDP will grow +2.4 percent in 2016 versus an estimated +2.6
percent in 2015 as shown in Exhibit J. We also believe that the
lack of meaningful inflationary pressures and heightened global
risks could delay an interest rate increase by the Bank of England
to early 2017. This compares to the current consensus
expectation of a mid-2016 rate hike.

The Japanese economy continues to stumble forward and
developments over the past few months give us no reason to alter
our _still-cautious stance regarding the country’s economic
growth outlook. Overseas demand remains limited, which
continues to weigh on export growth and industrial production
despite a still-weakened yen. Relatedly, domestic capital
spending remains restrained as shown in Exhibit L. Internally,

consumer spending remains weak amid limited wage growth and
stagnant consumer confidence. Though unemployment remains
near multi-year lows, this is more a function of a shrinking
workforce than genuine demand for labor. Weak demand, both
internally and externally, continues to hold back inflation, which
remains well below the Bank of Japan’s +2 percent target.
Overall, Japan’s growth remains subdued and we look for +0.7
percent GDP_growth in 2015, in real terms, and similar low
growth in 2016 as detailed in Exhibit J.

China continues its structural transition to a more consumer-
driven economy. While in the long term we believe there is a
good chance that China could succeed in its transition, over the
next couple of years we expect China’s economy to slow down
further, though with wide divergence among different sectors. To
facilitate structural reforms, both monetary and fiscal policy are
likely to continue to be stimulative. However, given the
significant debt buildup since the global financial crisis and
overcapacity problems, large scale stimulus is largely off the
table. The policy objective is growth stability rather than
boosting growth. We believe the odds of an economic hard
landing are slim, but we expect the economy to experience fits
and starts in the coming months and quarters. Some risks in 2016
include a weaker than expected renminbi and credit defaults.

Australia’s economy is showing signs of strength, but growth is
still tepid. Third quarter 2015 GDP increased a better-than-
expected +2.5 percent year-over-year, on a rebound in mining
exports, after a weather-related contraction in exports in the
previous quarter. The strength in the Australian economy has
also been driven by the housing market, as housing credit rose
+7.5 percent year-over-year in October. However, strong credit
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growth may be creating a housing market bubble, which is the
reason the Australian Prudential Regulation Authority required
banks to raise their capital ratios. Australian GDP is expected to
increase +2.4 percent this year, as higher budget deficit concerns
and a drop in the value of commodity exports curtail growth. In
addition, retail sales growth has been weak, up only +0.2 percent
month-over-month in November. The Reserve Bank of Australia
has kept the cash rate at 2.0 percent since May 2015, and has
acknowledged more concern over global developments and the
domestic outlook.

Brazil’s economy is weaker than expected, as third quarter GDP
fell -4.5 percent year over year, driven by a decline in domestic
demand from contractions in investments and private
consumption. It was the biggest contraction since 1996. Brazil’s
economy is experiencing stagflation. It is estimated to contract
-3.5 percent in 2015 and decline a further -2.5 percent in 2016.
Inflation is still elevated, up +10.5 percent year over year in
November, above the upper-end target of +6.5 percent. In
addition, industrial production growth has been negative for 20
straight months, with October down -11.2 percent year over year.

Brazil faces an escalating primary fiscal deficit (0.9 percent of
GDP in November), stalled fiscal reforms, a high unemployment
rate of 7.9 percent in October (six-year high), tight credit, and
plummeting consumer and business confidence. Politics has
become a bigger risk, with the speaker of the Lower House of
Congress, Eduardo Cunha opening impeachment procedures
against President Dilma Rousseff. In addition, the Minister of
Finance Joaquim Levy was replaced by Planning Minister
Nelson Barbosa, a leftist economist. Barbosa is likely to pursue a
less ambitious fiscal policy, casting doubts that Brazil’s fiscal

debt problems will be resolved soon. Brazil’s central bank left
short-term interest rates at 14.25 percent during the fourth
quarter 2015 and, given high inflation, it is unlikely interest rates
will be lowered.

SPOTLIGHT. ENERGY SECTOR OUTLOOK-~-
PRODUCER’S PAIN, REFINER’S GAIN

Oil Price Outlook: Saudi Arabia and the U.S. Dollar In
Control

Recent oil prices have declined to their lowest levels in over a
decade. As shown in Exhibit M, the $33.16 per barrel January 8
closing price of West Texas Intermediate (WTI) crude oil was
the lowest since February 2004; for full year 2015 WTI averaged
$48.80, the lowest since 2004’s $41.50. The low oil prices stem
from the November 2014 decision by Saudi Arabia, heretofore
the world’s swing producer in balancing supply and demand, to
pursue a strategy of lowering prices to boost global economic
and oil demand growth and to reclaim market share ceded in the
prior 4-5 years to non-OPEC suppliers (primarily U.S. shale and
Canadian Oil Sands producers). The strong U.S. dollar also
contributed to the price rout.

The current oil price environment contrasts with our spring 2015
expectations of a “square root” type recovery: a gradual
strengthening of oil prices during 2015 in response to an
improved supply/demand balance, and then in 2016 equilibrating
at ~$70, a WTI price level that we thought would sufficiently
incent U.S. producers to drill wells to maintain or modestly
increase U.S. oil output, yet keep in check the production growth
levels of 2012-14. So what happened? Several factors: U.S.
production proved slow to decline; the dollar remained strong;




SIT INVESTMENT ASSOCIATES, INC.
INVESTMENT OUTLOOK AND STRATEGY

JANUARY 11,2016
PAGE 7

Iraq’s oil output rose to surprisingly high levels; and the Obama
Administration struck a nuclear deal with Iran that will likely
bring a significant quantity of Iranian barrels to market this year.
The latter factor only strengthened the Saudi resolve to pursue a
low-price, market-share recapture strategy.

Exhibit N shows the historic and forecast global oil and supply
demand balance, per the International Energy Agency (IEA). The
global oversupply reached 2 million barrels per day (mbpd) in
the second quarter of 2015, but has since declined. For 2016, the
IEA projects an oversupply of +0.7 to +0.9 mbpd during the first
half of the year and then +0.2 to +0.3 mbpd over the latter half of
the year; that versus expected global demand of 95.8 mbpd. Thus
oil inventories will continue to build during the year, but supply
and demand trends -- a decline in non-OPEC production of -0.6
mbpd in 2016 and a +1.2 mbpd increase in 2016 global demand
growth -- augur a balanced market in 2017.

The Bloomberg consensus WTI oil price forecast reflects the
IEA’s supply/demand outlook: $50 per barrel for full year 2016,
with a quarterly progression of $44, $46, $51, and $57. In
contrast, the full year 2016 futures strip price stands at just
$37.50. We currently view the consensus as too optimistic, given
Saudi Arabia’s unyielding position on market share recapture,
the likely entry of Iran barrels to the global market after sanctions
are lifted, and the probability that the strength of the U.S. dollar
will persist well into 2016, if not longer. All factors considered,
we guesstimate that oil prices during 2016 will range from the
mid-$30s to high-$40s, with the higher end of the range more
likely later in 2016. This assumes, at least directionally, that
supply more closely aligns with demand as projected by the IEA.
Prices in the low-$30s or high-$20s during the first quarter could

materialize as Atlantic Basin refineries shut down for major
maintenance.

Saudi Arabia

OPEC’s December confab produced no change to its production
policy, which effectively allows each member to produce at any
level it wishes. Quoted in a December 30 Wall Street Journal
article, Saudi oil minister Ali al-Naimi left no doubt that Saudi
Arabia will continue to produce at or close to its current, nearly
record-high level of 10.2 mbpd: “It is a reliable policy and we
won’t change it. We will satisfy the demand of our customers.
We no longer limit production. If there is demand, we will
respond. We have the capacity to respond to demand.”
Underscoring al-Naimi’s comments and Saudi Arabia’s
unyielding position, on January 5" the Kingdom further
increased the price discounts for its oil to European customers.
Exhibit O shows how Saudi Arabia, since early 2015, has more
aggressively priced its crudes in its bid to recapture market share.

Saudi Arabia’s original intentions for its November 2014 policy
focused on stimulating oil demand growth and prompting a
negative North American production response, but its policy now
focuses on Middle East rival Iran. When economic sanctions are
lifted on Iran, that country’s oil officials have said they intend to
increase their exports by +0.5 to +1.0 mbpd. (Some industry
analysts doubt that Iran has sufficient capacity to lift output that
much. The IEA assumes that Iran increases production by +0.6
mbpd by June.) Saudi Arabia clearly aimed the most recent
increase in its oil price discounts at Iran, hoping to blunt Iran’s
financial benefits from increased exports and to make the
economics of new well drilling less favorable for them.
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Although the low oil prices negatively affect Saudi Arabia’s
fiscal position, the Kingdom’s massive financial reserves can
likely sustain several years of low oil prices of $50 or less.
Exhibit P shows their financial reserves. Reserves built in 2014
to nearly $750 billion and totaled $740 billion at the end of
November 2014, when Saudi Arabia decided to pursue its
current oil pricing strategy. From January 2015 through October
2015, reserves declined about $100 billion, or ~$10 billion per
month. Presumably, the pace of decline will accelerate at oil
prices of $40 a barrel or less. But, even at a $15 billion per
month decrease, Saudi Arabia has sufficient reserves to maintain
a positive balance for ~3% years. Conclusion: Saudi Arabia
likely can endure “lower for longer” oil prices for a longer spell
than any other oil producer in the world (ExxonMobil may be the
exception). Their bounteous financial reserves, in our view, cast
doubt on a significant 2016 oil price recovery.

The Strong Dollar

Exhibit Q shows the strong inverse relationship between crude
oil prices and the value of the U.S. dollar. It thus seems that an
oil price recovery requires a weaker dollar. However, it appears
likely that the U.S. Federal Reserve will pursue additional
interest rate hikes in 2016, while the world’s other major central
banks will continue to follow looser monetary policies. This
suggests that the dollar will remain strong through at least the
first half of 2016, which will serve as a headwind for higher oil

prices.

Refiners Benefit From Strong Demand

As stated above, the Saudis aimed to increase global oil demand
by pursuing a lower-price strateqy. They succeeded. The left
graph of Exhibit R shows that the IEA projects that 2015 global

demand increased by +1.8 mbpd, the largest annual increase
since 2010 and the second largest increase over the past decade.
The right graph of Exhibit R shows the US annual demand
change, with last year’s estimated increase of +0.4 mbpd among
the largest of the past decade. Importantly, the lower oil and
petroleum product prices appear to have reversed a secular
decline in U.S. demand (declining demand six of seven years
during 2006-12).

The strong demand has benefited U.S. refiners. Exhibit S shows
the benchmark refining margin for Gulf Coast refiners, which
account for around half of U.S. refining capacity. The benchmark
margin rose in 2014 and 2015 as oil prices declined; the 2015
margin reached a record high.

Prospectively, enduring low oil and petroleum product prices
should translate into continuing high refining margins. In
addition, as shown in Exhibit T, during 2014-17 the increase in
global petroleum products demand will exceed the incremental
refining capacity. Historically, such a supply and demand
environment has supported high refining margins.

Investment Implications

Across most of our portfolios, we have underweighted energy
given the low oil and natural gas prices, and hence, the bleak
2016 profit outlook for the integrated oils, exploration and
production companies, and the oilfield services and products
suppliers. However, relative to benchmark weights we are
overweight the refiners as a reflection of their positive
fundamentals, as discussed above.
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GLOBAL EQUITY INVESTMENT STRATEGY:
CHALLENGING EARNINGS GROWTH
ENVIRONMENT IN THE U.S., BUT A MORE
PROMISING OUTLOOK IN EUROPE

Despite soft performance in domestic equity markets during the
month of December, fourth quarter performance was strong and
helped ensure positive returns for the year. The U.S. economy
continues to grow at what appears to be the new normal rate of
growth between +2 and +3 percent. Economic data continues to
be mixed, but employment growth was strong in the fourth
quarter and gave the Federal Open Market Committee enough
reason to initiate the first interest rate hike in almost 10 years.

Despite this first increase in the federal funds rate, we expect the
pace of subsequent hikes to be slow and measured. We expect
economic growth to be largely the same in 2016 as 2014 and
2015. As has been the case for the last several years, the rest of
the world will contribute very little to global economic growth.
U.S. companies will continue to face the challenges created by a
strong dollar: namely, weaker exports and weaker profits from
unfavorable income translation.

As a result of these and other factors, we expect earnings growth
to be challenging this year. The S&P 500 earnings growth will
likely be close to flat compared with 2015 and possibly slightly
negative. This should create an environment that favors careful
stock picking, and portfolios that contain high quality growth
companies with proven track records that are better able to
withstand a challenging earnings environment.

As shown in Exhibit U, valuations remain fair with a current
price-earnings multiple slightly over 16 times forward earnings.
Given the outlook for controlled inflation, this valuation level
appears reasonable. That said, given the challenging outlook, we
would not be surprised if the market multiple undergoes some
amount of contraction this year.

Sit Investment Associates’ client equity portfolios continue to be
positioned with diverse holdings of high quality growth
companies. In addition, companies with more exposure to the
developed markets of the U.S. and Europe have been given more
emphasis in portfolios. Earnings growth forecasts and valuations
for domestic equity portfolios and comparisons to their
benchmarks are shown in Exhibit V.

We continue to overweight Europe in both the EAFE and Global
Dividend portfolios relative to the respective benchmarks. Yet,
we adopted a slightly less cyclical stance over the course of the
fourth quarter and increased positions in select growth stocks as
buying opportunities presented themselves. Positions in
Schneider Electricc, ENGIE, Eurofins Scientific, Siemens,
Rational, and DS Smith were either trimmed or sold. Over the
same period, we increased positions in several growth companies
with strong fundamentals including: Safran, GEA Group,
Adecco, Iberdrola, Ashtead, ASOS, Babcock International, and
Just Eat.

Euro Area stocks continue to trade at a discount to their US
counterparts on a number of valuation metrics. In addition,
corporate earnings are poised for upward revisions as a result of
improving demand, operating leverage, favorable input costs,
deployment of excess cash for acquisitions and share
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repurchases. Client portfolios continue to emphasize high
guality, cash generative companies that are Europe-centric,
beneficiaries of the weaker euro, possess secular or niche growth
drivers, and/or address markets where there is pent-up demand.

We remain mindful of the various economic risks, both domestic
and abroad, and are closely monitoring the potential for a
widespread credit crisis in _emerging markets (and possible
spillover effects). The economic recovery in Europe is also at
risk of being derailed by political events. The EU Referendum,
which could be held as early as this summer, poses a number of
challenges/uncertainties for the entire region. Although we
anticipate that the UK will ultimately choose to remain in the
European Union, financial markets will likely be jittery ahead of
the vote. In addition, Spain’s ruling political party’s (Partido
Popular) failure to win a majority of votes in the recent general
election reflects ongoing economic/political tensions in the
country, and raises the prospect of uneasy alliances to form a
coalition government.

We remain significantly underweight Japanese equities across
our international strategies. Our concern continues to stem from
the difficult backdrop for growth, given the dual structural
challenges of a rapidly-aging population and significantly
elevated sovereign debt levels. While Prime Minister Abe
introduced a sensible three-pronged growth strategy nearly three
years ago, we have yet to see meaningful progress in bringing
Japan to a sustainable growth path as the economy has been in a
state of contraction for over one-third of the time since. Recent
efforts to rekindle the growth strategy, including a new set of
reform “arrows” and a ¥3.3 trillion fiscal stimulus package, leave
us unconvinced as the key areas in need of reform, the rigid labor

market and immigration, remain largely untouched. With no
clear path to sustainable growth for the economy and only
middling equity valuations, we remain underweight Japanese
equities.

Our exposure in Japan remains limited to companies either
serving defensive, consumption-driven markets domestically or
generating a majority of sales in select overseas markets. As we
continue to expect an uneven growth environment domestically,
companies serving defensive spending areas, such as consumer
staples and healthcare, should perform reasonably well.
Elsewhere, we seek companies with meaningful exposure to
select overseas markets, where growth is relatively more
attractive such as the U.S. or Europe. In all cases, we continue to
emphasize high quality holdings with strong balance sheets and
sustainable competitive advantages rooted in proprietary
technologies or dominant market positions.

Global emerging market funds had record aggregate outflows in
2015, registering -$72.6 billion (8.2 percent of assets under
management (AUM)), greater than the previous peak annual
outflow of -$39 billion (6.8 percent of AUM) in 2008. It was the
third straight year of outflows. The outlook for a reversion to
inflows isn’t likely soon, given slower economic growth in
emerging markets and stronger and more stable economic
growth in developed markets. Investors have become risk averse
towards emerging markets especially after the U.S. Federal
Reserve raised interest rates last month. Growth among the
economies of Asia ex-Japan is being led by the Indian economy
with projected GDP growth of +7.4 percent in 2016, which
outpaces China’s +6.5 percent growth rate. However, the quicker
pace of growth in India, the 7" largest economy, cannot
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compensate for China’s slower growth, as it is the world’s 2"
largest economy.

2015 turned out to be a roller-coaster year for Chinese equities,
as measured by the MSCI China. The equity market was initially
driven by monetary easing, later shocked by the A-share crash,
then experienced unexpected RMB devaluation in August, and
was further pressured by the expectation of the U.S. Federal
Reserve rate hike. The MSCI China Index first rose +29 percent,
and then fell -34 percent before stabilizing in the fourth quarter.
In 2016, with continued slowing growth as a macroeconomic
backdrop, we see limited room for a sustainable re-rating of the
index, unless reform surprises are made on the positive side
which address the structural problems. The Federal Reserve rate
hike cycle, reform progress and the A-share market are all factors
that could influence market performance. Another new risk
factor is the RMB, with the consensus looking for it to
moderately weaken against the U.S. dollar to RMB6.64/U.S.
dollar by the end of 2016. However, recent depreciation against
the U.S. dollar has been larger than expected causing investor
concerns over capital outflows.

Under the “new normal” macro environment in China, we are
maintaining a defensive investment strategy and building
positions around ‘New China’ sectors. While the old economy
sectors are attractive on valuation, unless the structural problems
get solved (less likely in the near term), there probably will only
be trading opportunities, and thus we continue to underweight
these sectors. We are overweight consumer sectors, especially in
the mass market consumption area. Portfolio holdings generally
have healthy balance sheets, are beneficiaries of reforms, or have
exposure to developed markets.

We are underweight Australia because of lukewarm economic
growth, concerns over a housing market bubble, and the
unwinding of the natural resources boom. Australia continues to
shift from a resources-driven to a consumer economy. In the
meantime, the lack of commaodity export growth will negatively
affect income and investment. China’s demand for raw materials
is lower, which won’t help Australia’s economy. We expect the
Reserve Bank of Australia to cut interest rates in an effort to
promote growth.,

In Latin America, we are underweight Mexico because of
unattractive valuations. We are maintaining a very defensive
investment strategy in Brazil because of the dismal economic
outlook.

GLOBAL STRATEGY

Region/Country Sentiment Gauge

North America +
Euroland +/0
United Kingdom 0
Rest of Europe 0
Greater China 0
Japan -lo
Rest of Asia 0

Latin America -
Africa/Middle East 0
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U.S. SECURITIES MARKETS

EXHIBIT A

One Three Six Twelve
12/31/15 11/30/15 9/30/15 6/30/15 12/31/14 Month Months Months Months
Dow Jones Industrials 17425.03 17719.92 16284.70 17619.51 17823.07 -1.5% 7.7% 0.2% 0.2%
S&P 500 2043.94 2080.41 1920.03 2063.11 2058.90 -1.6 7.0 0.2 14
NASDAQ OTC Composite 5007.41 5108.67 4620.17 4986.87 4736.05 -2.0 8.4 0.4 5.7
Russell 1000 1131.89 1154.66 1068.46 1152.64 1144.37 -1.8 6.5 -0.8 0.9
Russell 2000 1135.89 1198.11 1100.69 1253.95 1204.70 -5.0 3.6 -8.8 -4.4
FIXED INCOME
BARCLAYS AGGREGATE 1925.40 1931.64 1936.43 1912.89 1914.87 -0.3 -0.6 0.7 0.5
BARCLAYS MUNI 1104.43 1096.72 1088.05 1070.36 1069.13 0.7 15 3.2 3.3
U.S. TREASURY
2-Year Notes 1.05 0.93 0.63 0.65 0.67 +12 b.p. +42 b.p. +40 b.p. +38 b.p.
5-Year Notes 1.76 1.65 1.36 1.65 1.65 +11 +40 +11 +11
10-Year Notes 2.27 2.21 2.04 2.35 2.17 +6 +23 -8 +10
30-Year Bonds 3.02 2.97 2.85 3.12 2.75 +5 +17 -10 +27
A INDUSTRIAL
Intermediate Maturity 3.25 3.01 2.90 2.78 2.62 +24 +35 +47 +63
Long Maturity 5.23 5.09 5.09 5.02 4,52 +14 +14 +21 +71
MORTGAGES
Current Coupon
GNMA (3.00%) 2.88 2.80 2.69 2.92 2.70 +8 +19 -4 +18
MUNICIPALS
Bond Buyer 40-Bond Index 4.21 4.28 4.38 4.47 4.27 -7 -17 -26 -6
SHORT TERM
Fed Funds 0.33 0.11 0.12 0.12 0.12 +22 +21 +21 +21
Primary Discount Rate * 1.00 0.75 0.75 0.75 0.75 +25 +25 +25 +25
Prime Rate 3.50 3.25 3.25 3.25 3.25 +25 +25 +25 +25
13-weekTreas. Bills-Disc. 0.16 0.22 -0.01 0.01 0.04 -6 +17 +15 +12

* Primary Credit Discount Rate; effective 1/9/03.

G:\Support\Exhibits\E-12/15
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SOURCE: FACTSET RESEARCH SYSTEMS AND SIT INVESTMENT ASSOCIATES, INC., DECEMBER 31,2015
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As of 12/31/15 MTD QTD YTD MTD QTD YTD
Market % Chg Market % Chg Market % Chg Market % Chg Market % Chg Market % Chg
Us$ US$ Us$ US$ Us$ Us$
MSCI World (1.8) 55 (0.9) MSCI AC Asia Pacific 03 6.9 (2.0
MSCI EAFE (1.3) 47 (0.8) MSCI Emerging Markets (2.2) 0.7 (14.9)
MTD QTD YTD MTD QTD YTD
Market % Chg Currency Market % Chg Currency Market % Chg Currency Market % Chg Currency Market % Chg Currency Market % Chg Currency
NORTH AMERICA US$ Local %Chg US$  Local %Chg US$ Local %Chg ASIA PACIFIC REGION US$ Local %Chg US$ Local %Chg US$ Local %Chg
Dow Jones Industrial Avg @7 @7 7.0 7.0 (2.2) (2.2)
S&P 500 (16) (16) 6.9 6.9 0.7 0.7 Australia (ASX) 2.8 24 0.4 9.5 5.7 36 (11.8) (0.8) (11.1)
NASDAQ (2.0) (2.0 8.4 8.4 5.7 5.7 Hong Kong (HSI) 0.3)  (0.4) 0.0 5.1 5.1 (0.0) (71)  (7.2) 0.1
Canada (TSE) (71)  (31) (4.1) 48) (1.4 (3.5) (236) (8.3) (16.6) Japan (NIK 225) (1.1) (35) 25 9.1 9.6 0.4) 102 106 0.3)
New Zealand (NZX50) 79 3.8 3.9 211 131 7.0 (05) 136 (12.4)
MTD QTD YTD Singapore (STI) 12 13 0.7) 4.6 39 0.2 (17.0) (11.2) (6.6)
Market % Chg Currency Market % Chg Currency Market % Chg Currency
EUROPE US$ Local %Chg US$  Local %Chg US$ Local %Chg China (SHGH A) 12 2.7 (1.5) 134 159 (2.1) 44 9.3 (4.5)
Austria (ATX) 0.9 @37 29 4.6 75 (2.7) (0.4) 11.0 (10.2) India (BSE 100) 0.9 0.2 0.8 (0.5) 0.2 0.8) 7.7y (32) (4.6)
Belgium (BEL 20) 13 (15) 29 83 113 (2.7) 38 157 (10.2) Indonesia (JSX) 37 3.3 0.4 15.6 8.7 6.3 (211) (12.1) (10.2)
Finland (OMXH) 03 (25) 29 89 119 (2.7) (05) 108 (10.2) Korea (KOSPI) (28) (1.5) (1.2) 1.0  (0.1) 1.1 (40) 24 (6.3)
France (CAC 40) (3.6) (6.3) 29 16 44 2.7) (0.4) 109 (10.2) Malaysia (KLSE) 05 12 (0.7) 6.9 4.4 24 (21.7) (3.9 (18.6)
Germany (DAX) (29) (5.6) 29 82 112 (2.7) (1.6) 9.6 (10.2) Philippines (PSE) 05 04 0.2 0.2 0.8 0.7) 8.6) (3.9) (4.9)
Greece (ATHEX) 2.3 (0.5) 2.9 (6.1) (3.5) 2.7) (31.4) (23.6) (10.2) Taiwan (TAIEX) (0.4) 0.2 (0.6) 22 1.9 0.2 (13.8) (10.4) (3.8)
Ireland (ISEQ) 22 (07) 29 72 101 (2.7) 16.7 300 (10.2) Thailand (SET) (57) (5.3) (0.4) (37) (45) 0.9 (21.4) (14.0) (8.6)
Italy (S&P/MIB) (3.0) (5.7) 2.9 (19 08 (2.7) 39 158 (10.2)
Netherlands (AEX) 32) (5.9 29 25 53 (2.7) (4.0) 7.0 (10.2) MTD QTD YTD
Portugal (PSI) 29 0.0 29 3.2 6.0 2.7) 21 137 (10.2) Market % Chg Currency Market % Chg Currency Market % Chg Currency
Spain (IBEX 35) (5.3) (7.9 2.9 (2.0) 0.7 2.7) (141) (4.3) (10.2) LATIN AMERICA US$ Local %Chg US$ Local %Chg US$ Local %Chg
Argentina (MERVAL) (32.7) (10.0) (25.2) (13.4) 190 (27.2) (11.0) 361 (34.6)
Denmark (OMXC 20) 27 0.1) 2.8 70 100 (2.7) 220 362 (10.4) Brazil (IBOV) 4.8) (3.9 0.9) 32) (3.8) 0.6 (41.8) (13.3) (32.8)
Norway (OSE) (5.9 (4.1 (1.9) 0.3 41 (3.6) (12.8) 29 (15.3) Chile (IPSA) 1.0 0.7 0.3 (1.0 0.5 (1.5) (17.6) (3.8) (14.4)
Sweden (OMXS A-S) 0.8) (4.1) 34 56 6.2 (0.5) (1.0 6.6 (7.1) Mexico (IPC) (4.8) (1.0 (3.9) (1.1) 0.8 (1.9) (15.0) (0.4) (14.7)
Switzerland (SMI) 07  (1.9) 27 11 36 (2.4) (26) (1.8) 0.7) Peru (BVL) 47 (37 (1) (73)  (1.8) (5.6) (41.9) (33.4) (12.7)
United Kingdom (FTSE) (32) (1.7) (2.1) 1.7 37 2.7) 62) (1.3 (5.5)
MTD QTD YTD
Czech Rep (PX) 1.0 1.9) 29 (3.6) (1.5) (2.1) (7.0) 1.0 (7.9) Market % Chg Currency Market % Chg Currency Market % Chg Currency
Poland (WIG) 0.7) (3.0 24 (10.2)  (6.7) (3.7) (18.7)  (9.6) (10.1) AFRICA/MIDDLE EAST US$ Local %Chg US$ Local %Chg US$ Local %Chg
Turkey (ISE100) (51) (4.7) (0.4) 03  (33) 37 (33.0) (16.3) (19.9) Israel (TA-100) (02) 03 (0.6) 5.4 45 0.9 6.8 6.8 0.0
Russia (RTS) (10.6) (10.6) (9.6) (41 (41 (10.2) (43)  (43) (17.8) Morocco (MADEX) 0.7) (2.2) 16 43) (2.6) (1.8) (155) (7.5) (8.6)
Pakistan (KSE 100) 25 17 0.7 14 1.6 0.2) (2.0) 21 (4.0
South Africa (FTSE-JSE) 85 (1.7 (6.9) (9.3) 1.7 (10.8) (21.5) 5.1 (25.3)
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DOMESTIC MARKET PERFORMANCE

LARGE CAP

TOTAL RETURNS TO 12/31/15

Dow Jones Industrial Avg
S&P 500
Russell 1000 Index

SMALL/MEDIUM CAP

NASDAQ OTC Comp.*
S&P MidCap Index
Russell 2000 Index

FIXED INCOME

Barclays Agg. Bond Index
Barclays Muni Bond Index

1 Mo. 3 Mos. 6 Mos. 12 Mos. 1 Mo. 3 Mos. 6 Mos. 12 Mos.
LARGE CAP
(1.5) % 77 % 02 % 02 % Russell 1000 Growth (1.5) % 73 % 16 % 5.7
(1.6) 7.0 0.2 14 Russell 1000 Value (2.2) 5.6 (3.2) (3.8)
(1.8) 6.5 (0.8) 0.9
MID CAP
(2.0) 8.4 0.4 5.7 Russell Midcap Growt (2.3) 41 4.2) 0.2)
4.2) 2.6 (6.1) (2.2) Russell Midcap Value (3.1) 3.1 (5.2) (4.8)
(5.0 3.6 (8.8) 4.4)
SMALL CAP
(0.3) (0.6) 0.7 0.5 Russell 2000 Growth (4.8) 4.3 (9.3) (1.4)
0.7 15 3.2 3.3 Russell 2000 Value (5.3) 2.9 (8.2) (7.5)
*Price Only

%

SOURCE: FACTSET RESEARCH SYSTEMS AND SIT INVESTMENT ASSOCIATES, INC., DECEMBER 31,2015
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QUARTERLY DOLLAR CHANGES IN REAL GDP

DOLLARS (BILL) OF REAL GDP CHANGE

1013 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Q14 1Q15 2Q15 3Q15 3Q15 3Q15

Rev. Rev. Rev. Rev. Rev. Final Final Final Final Final Adv. Pre. Final
Personal Consumption Exp. $65.0 $36.1 $44.6 $915 $34.3 $101.6 $92.3 $114.7 $48.0 $97.7 $89.7 $83.8 $83.5
Nonresid. Fixed Invs. 19.3 50 174 424 41.4 22.9 46.5 3.7 8.6 22.1 11.4 13.1 14.2
Residential Invs. 10.1 104 5.7 -10.1 -3.3 11.8 4.1 11.7 12.2 11.6 7.8 9.3 10.4
Inventory Change 97 144 540 -64 -50.3 40.2 2.8 -1.7 34.6 0.7 -56.8 -233 -28.0
Net Exports 01 -83 59 468 -525 -9.3 142 -345 -775 6.6 -1.6 -96 -115
Government -335 -147 -16.0 -19.6 -0.1 8.1 127 -10.2 -0.5 18.3 12.2 11.8 12.8
Residual 2.2 0.1 2.6 2.5 -6.1 1.3 -5.3 -1.1 0.5 -0.8 -2.1 -0.9 -1.0
Total $72.9 $43.0 $114.2 $147.1 -$36.6 $176.6 $167.3 $82.6 $25.9 $156.2 $60.6 $84.2 $80.4
% Change in Real GDP (ann.) 19% 1.1% 30% 38% -09% 46% 43% 21% 06% 39% 15% 21% 2.0%
% Change in Real Final Sales (ann.) 16% 07% 15% 40% 04% 35% 43% 21% -02% 39% 3.0% 27% 2.7%
% Change in GDP Deflator (ann.) 16% 1.0% 19% 17% 16% 22% 16% 01% 01% 21% 12% 13% 1.3%

SOURCE: BUREAU OF ECONOMIC ANALYSIS, U.S. DEPARTMENT OF COMMERCE, DECEMBER 22,2015
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BROAD-BASED U.S. INFLATION MEASURES REMAIN CONTROLLED
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SOURCE: BUREAU OF LABOR STATISTICS AND BLOOMBERG, DECEMBER 11 & 15,2015

G:\Support\Exhibits\E-12/15




EXHIBIT F
B SIT INVESTMENT ASSOCIATES R

U.S. DOLLAR EXCHANGE RATE TRENDS VERSUS MAJOR CURRENCIES

2012 2013 2014 2015

Exchange  Year-Over-  6-Month Exchange  Year-Over-  6-Month Exchange  Year-Over-  6-Month Exchange  Year-Over-  6-Month

Rate Year % Rate of Rate Year % Rate of Rate Year % Rate of Rate Year % Rate of

Change Change Change Change Change Change Change Change

Annualized Annualized Annualized Annualized
January 73.36 0.6% 12.9% 73.63 0.4% -4.2% 77.11 4.7% -0.3% 87.38 13.3% 31.0
February 72.30 0.5% 9.7% 74.65 3.2 1.0 76.96 31 17 89.14 15.8 32.1
March 72.98 3.1% 5.2% 76.29 45 10.4 76.63 04 16 91.67 19.6 326
April 72.85 4.8% 3.6% 76.26 47 9.8 76.38 0.2 35 90.87 19.0 264
May 73.95 6.3% 4.8% 76.96 4.1 9.2 76.24 -0.9 05 89.20 17.0 16.1
June 75.05 8.0% 5.0% 76.24 1.6 8.6 76.46 0.3 0.6 89.72 17.3% 135
July 75.24 9.0% 5.2 7722 2.6 10.0 76.33 -1.2 -2.0 91.65 20.1% 10.0
August 74.27 7.6% 55 76.32 2.8 4.5 77.55 16 15 91.90 18.5% 6.3
September 72.61 2.1% -1.0 76.02 4.7 -0.7 79.60 4.7 7.9 9171 15.2% 0.1
October 72.78 1.7% -0.2 75.07 31 -3.1 80.83 17 12.0 91.26 12.9% 0.9
November 73.65 2.0% -0.8 76.06 3.3 -2.3 82.78 8.8 17.9 93.94 13.5% 10.9
December 73.18 -0.1% -4.9 76.23 4.2 0.0 84.21 105 21.3 94.14 11.8% 10.1
Average 73.52 3.7 75.91 3.3 78.42 3.3 91.05 16.1

NOTE: THE EXCHANGE RATE ABOVE IS AN INDEX OF THE TRADE - WEIGHTED AVERAGE OF THE FOREIGN EXCHANGE VALUES OF THE U.S. DOLLAR AGAINST THE CURRENCIES OF
MAJOR U.S. TRADING PARTNERS THAT CIRCULATE WIDELY OUTSIDE THE COUNTRY OF ISSUE. THESE INCLUDE THE EURO AREA, CHINA, CANADA, JAPAN, THE U.K., SWITZERLAND,
AUSTRALIA AND SWEDEN. THE INDEX VALUES IN THE TABLE REFLECT MONTHLY AVERAGES.

Country or Region Weights (10/26/15): Euro Area: 38.9% Canada: 29.6% Japan: 15.1% U.K.: 7.8% Switzerland: 4.2% Australia: 2.9% Sweden: 1.5%
Currency Appreciation (Y-T-D through 12/31/15): Euro Area: -9.6% Canada: -15.3% Japan: -0.1% U.K.:-4.0% Switzerland: -0.1% Australia: -10.2% Sweden: -6.5%

SOURCE: FEDERAL RESERVE BOARD
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EXHIBIT G

B SIT INVESTMENT ASSOCIATES R

U.S. ECONOMIC ASSUMPTIONS

2014 2015 2016E
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4QE 1Q 2Q 3Q 4Q
QUARTERLY DATA (% CHANGE)
Real GDP (New) -0.9 4.6 4.3 2.1 0.6 3.9 2.0 2.0 25 25 2.5 2.5
(Qtr. to Qtr. Ann.)
S&P 500 Reported Profits 2.7 91 115 -138 -12.3  -16.0 -155 207 251 283 31.2 143
(Year-over-Year)
Consumer Price Index 1.4 2.1 1.8 1.2 -0.1 0.0 0.1 0.6 1.7 11 1.5 2.5
(Year-over-Year)
LEVELS (QUARTERLY
AVERAGE)
Unemployment Rate 6.7 6.2 6.1 5.7 5.6 5.4 5.2 5.0A 4.9 4.9 4.8 4.8
Prime Rate 33 33 33 33 3.3 3.3 3.3 3.3A 35 3.8 40 4.0
13-week Treasury Bills-Disc. 0.0 0.0 00 00 0.0 0.0 0.0 0.1A 0.4 0.7 1.0 1.3
10-year Treasury Bonds-Yield 2.8 2.6 2.5 2.3 2.0 2.2 2.2 2.2A 2.4 2.6 2.8 2.9

G:\Support\Exhibits\E-12/15

SOURCE: SIT INVESTMENT ASSOCIATES, INC., JANUARY 11,2016




EXHIBIT H

B SIT INVESTMENT ASSOCIATES R

EXPECTED RANGE OF FUTURE U.S. FIXED INCOME RETURNS

FrROM DECEMBER 31,2015

TIME HORIZON

6 Months 1 Year 3 Yrs (Ann. Return)
Risk Level/ Representative Issue Interest Rate Forecast Terminal Total Terminal Total Terminal Total
Yield Return Yield Return Yield Return
Low RIsk
2 yr. Constant Mat. Tsy. Pessimistic 1.75% -0.8% 2.50% -1.8% 4.00% -0.8%
Present YTM 1.05% Most Likely 1.50 -0.4 1.50 0.2 3.00 -0.2
Optimistic 0.50 1.6 0.50 2.1 2.00 0.4
INTERMEDIATE RISK
5yr. Constant Mat. Tsy. Pessimistic 2.75 -3.7 3.50 -6.2 5.00 -3.0
Present YTM 1.76% Most Likely 2.00 -0.3 2.50 -1.7 4.00 -1.6
Optimistic 1.00 4.6 1.00 55 3.00 -0.1
MEDIUM RISK
10 yr. Constant Mat. Tsy. Pessimistic 3.75 -11.1 4.00 -11.9 5.50 -6.2
Present YTM 2.27% Most Likely 2.75 -3.0 3.00 -4.0 4.50 -3.7
Optimistic 2.25 1.3 2.00 4.7 3.50 -1.1
HIGH RISK
30 yr. Constant Mat. Tsy. Pessimistic 4.50 -22.7 4.75 -24.5 6.00 -12.0
Present YTM 3.02% Most Likely 3.25 -2.9 3.50 -5.8 5.00 -7.6
Optimistic 2.50 12.4 2.25 19.8 4.00 -2.6

G:\Support\Exhibits\E-12/15

SOURCE: SIT INVESTMENT ASSOCIATES, INC.




EXHIBIT |

B SIT INVESTMENT ASSOCIATES R

DOMESTIC FIXED INCOME MARKET PERFORMANCE

BARCLAYS INDEX

TOTAL RETURNS TO 12/31/15

Aggregate

Treasury

Agency

Corporate

CMBS

Asset-Backed

Mortgage Pass-Through
5-Year Treasury

BARCLAYS INDEX

1 Mo. 3 Mos. 6 Mos. 12 Mos.
(0.3) % (0.6) % 0.7 % 05 %
0.2) (0.9 0.8 0.8
(0.3) (0.6) 0.4 1.0
(0.8) (0.6) 0.2 0.7)
(0.9) 1.2) 0.3 1.0
0.2) (0.6) 0.2 1.2
(0.0) (0.1) 1.2 15
(0.3) (1.4) 0.3 1.3

Municipal

5-year Municipal
Long (22+ Years)
Revenue

Electric

Hospital

Housing

IDR/PCR
Transportation
Education
Water/Sewer
Resource Recovery
Leasing

Special Tax
General Obligation
Prerefunded
Insured

Muni Aaa
Muni Aa
Muni A
Muni Baa

1 Mo. 3 Mos. 6 Mos. 12 Mos.
0.7 % 15 % 32 % 3.3
0.2 0.7 1.8 2.4
11 2.4 4.6 45
0.8 1.7 3.4 3.6
0.7 15 3.2 35
0.8 1.7 3.6 4.1
0.5 14 2.6 3.3
0.6 2.1 35 3.8
0.9 1.8 3.6 3.9
0.8 1.6 3.4 3.5
0.8 1.6 3.4 3.7
0.5 1.2 2.6 3.6
1.0 2.0 3.4 2.8
0.7 1.6 3.3 3.4
0.7 14 3.2 3.1
(0.0) 0.0 0.9 1.0
0.3 0.7 2.1 29
0.5 11 2.7 2.7
0.7 1.3 3.0 3.2
0.9 2.0 3.7 3.7
0.8 2.4 3.5 4.3

%

SOURCE: FACTSET RESEARCH SYSTEMS AND SIT INVESTMENT ASSOCIATES, INC., DECEMBER 31,2015
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EXHIBIT J
B SIT INVESTMENT ASSOCIATES R

GLOBAL ECONOMIC ASSUMPTIONS

GDP GROWTH INFLATION
2014-2018 2014-2018
2014A 2015E 2016E | (5YrCAGR) 2014A 2015E 2016E | (5Yr AVG)
Global Economy 2.7% 2.7% 2.7% 2.7% 2.2% 1.8% 2.7% 2.5%
United States 2.4 2.5 2.4 2.5 1.6 0.2 1.7 1.9
Euro Area 0.9 15 1.8 1.6 0.4 0.0 1.0 0.7
United Kingdom 2.8 2.6 2.4 2.5 15 0.1 1.3 11
Japan 0.2) 0.7 1.0 0.7 1.1* 0.8 1.0 1.0
Asia Ex Japan 6.1 5.9 5.8 5.9 3.0 2.0 2.5 2.5
Latin America 0.8 (0.9) (0.2) 0.2) 8.5 12.5 15.0 13.2

* Exlcuding the impact of consumption tax increase effective April 1, 2014

10-YEAR BOND YIELDS EXCHANGE RATES
2013 2014 2015 2016 2013 2014 2015 2016
12/31A 12/31A 12/31A 12/31E 12/31A 12/31A 12/31A 12/31E
United States 3.0% 2.2% 2.3% 3.0% Euro ($/€) 137 121 1.09 1.02
Euro (cemany) 19 0.5 0.6 05 Japan (¥/$) 105 120 120 125
Japan 0.7 0.3 0.3 05 UK ($/£) 1.66 1.56 147 1.50
United Kingdom 3.0 18 20 20

SOURCE: BLOOMBERG, THE WORLD BANK AND SIT INVESTMENT ASSOCIATES, INC., JANUARY 8,2016
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EXHIBIT K

B SIT INVESTMENT ASSOCIATES R

EUROPEAN PURCHASING MANAGERS’ INDICES REMAIN IN EXPANSIONARY TERRITORY

Dec-15

BURO AREA MANUFACTURING PMI UK MANUFACTURING PMI
56 60 .
Expansion > 50 53 Expansion > 50
54 6 f\/\ N
M S ] N\ A
52 /
/\/ 52
50 50 -v/
7 .
43 -\/ 46
46 a4
i 42
Contraction < 50 Contraction < 50
44 T T T T T 1 40 T T T T T
Dec-12 1in-13 Dec-13 an-14 Dec14 din-15 Dec-15 Dec-12 1in-13 Dec13 In14 Dec1l4 din-15
Source; Markit Source: Markit/CIPS

SOURCE: MARKIT/CIPS AND SIT INVESTMENT ASSOCIATES, INC., DECEMBER 2015
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EXHIBIT L
B SIT INVESTMENT ASSOCIATES R

JAPAN CONTINUES TO STRUGGLE

- Ann % Ann % — — Ann %
L JAPAN: Chg Chg . Chyg
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; 20
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* SHOWH AS A 3-MONTH BOVING AVERAGE.
= SOURCE: IMF.

SOURCE: BCA RESEARCH, DECEMBER 18,2015
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EXHIBIT M

B SIT INVESTMENT ASSOCIATES R

SPOT OIL PRICE

NYMEX WTI Crude - Weekly Close ($ / barrel)
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SOURCE: BLOOMBERG, JANUARY 8,2016
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EXHIBIT N

B SIT INVESTMENT ASSOCIATES R

GLOBAL OIL DEMAND AND SUPPLY BALANCE

mb/d Demand/Supply Balance until 4Q16* mb/d

98 -
96 - =
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86 |
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1Q09 3Q10 1Q12 3Q13 1Q15 3Q16

3.5
2.5
1.5
0.5
-0.5
-1.5
-2.5

Impl. stock ch.&misc (RHS) Demand ssss===Supply*

*OPEC output assumed steady at 31.7mb/d through March 2016. A gradual
ramp-up of Iranian production is expected during 2Q16 to 600/kb/d in June.

SOURCE!: INTERNATIONAL ENERGY AGENCY, DECEMBER 2015




EXHIBIT O
B SIT INVESTMENT ASSOCIATES R

SAUDI ARABIA IS CONTINUING ITS POLICY TO RECAPTURE MARKET SHARE

Selling at a Discount

Difference between per-barrel
prices for Saudi Arabian light
crude and Western Europe’s
Brent futures benchmark®

$0 a barrel

=2

2015 16
*Volume-weighted average of the day’s trade
prices for Brent crude futures for the month

that is the closest to expiring
Source: Saudi Aramco

SOURCE: THE WALL STREET JOURNAL, JANUARY 5, 2016
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EXHIBIT P

B SIT INVESTMENT ASSOCIATES R

SAUDI ARABIA’S FINANCIAL RESERVES CAN SUSTAIN SEVERAL YEARS OF Low OIL PRICES

SAUDI ARABIA FINANCIAL RESERVES (MILLION $)
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SOURCE: BLOOMBERG AND SCOTIA HOWARD WEIL, DECEMBER 4, 2015
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EXHIBIT Q
B SIT INVESTMENT ASSOCIATES R

THERE IS AN INVERSE RELATIONSHIP BETWEEN THE U.S. DOLLAR AND THE PRICE OF OIL

WTI (NYMEX, $/bbl) vs. US $ Index (DXY-IFUS)

01/08/2001 to 01/08/2016 (Daily) High: 147.27
U.8. Dollar Low: 17.12
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98,62 .24 0.24% 11:29.36 AW VWAP: High: 120 28 Low 7180 Chg 1087% 4 ]
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SOURCE: FACTSET RESEARCH SYSTEMS, JANUARY 2016
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EXHIBIT R

B SIT INVESTMENT ASSOCIATES R

DEMAND FOR OIL IS INCREASING

Global Oil Demand Change - million barrels per day US Oil Demand Change - million barrels per day
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SOURCE: MACQUARIE RESEARCH, INTERNATIONAL ENERGY AGENCY, ENERGY INFORMATION ADMINISTRATION AND
SIT INVESTMENT ASSOCIATES, INC., JANUARY 2016
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EXHIBIT S
B SIT INVESTMENT ASSOCIATES R

GULF COAST REFINING MARGINS ARE AT RECORD HIGHS

Gulf Coast Benchmark Refining Margin - § / barrel

06 07 08 09 10 11 12 13 14 15

SOURCE: BLOOMBERG AND SIT INVESTMENT ASSOCIATES, INC., JANUARY 2016
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EXHIBIT T

B SIT INVESTMENT ASSOCIATES R

STRONG DEMAND SHOULD CONTINUE TO SUPPORT HIGH REFINING MARGINS
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EXHIBIT U
B SIT INVESTMENT ASSOCIATES R

INFLATION AND S & P MULTIPLES

DATA THROUGH DECEMBER 31,2015
29X 1 P/E L 15%
27X 1 :
: - 13%
25X A i
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A S 1%
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| Consumer PI’ICE, T -1%
x Standard Deviation Index
5X 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 _3%
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Note: Operating EPS used to calculate P/E after 12/84; last month CP1 is estimated. The current valuation of16.3xis based on 2016 est. operating EPS 0f$125.52.

SOURCE: STANDARD & POOR'S, BUREAU OF LABOR STATISTICS, SANFORD BERNSTEIN, AND SIT INVESTMENT ASSOCIATES, INC.
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Earnings Outlook - Strong Growth *

2014 Projected Gain
2015 Projected Gain

5-Year Projected Growth
Dividend Yield

Total Fund

Implied Return
5-Year Growth & Yield -
Equity Only
(Assumes no Change in P/E Ratio)

Wtd Avg Price/Earnings Ratio

FY1 Calendar P/E
FY2 Calendar P/E

Median Price/Earnings Ratio >

FY1 Calendar P/E
FY2 Calendar P/E

Average P/E-to-5-Year Earnings Growth Ratio

FY1 Calendar PEG
FY2 Calendar PEG

Wtd Avg Mkt Cap ($ Million)

Footnotes:

EXHIBIT V

B SIT INVESTMENT ASSOCIATES R
DOMESTIC EQUITY CHARACTERISTICS

DECEMBER 31,2015

Sit Small Cap

Sit Large Cap Sit Mid Cap Sit Small Cap Sit Dividend Dividend Russell 1000
Growth Growth Growth Growth Growth Growth S&P 500
+24.1% +25.7% +22.1% +17.5% +16.3% +17.4% +12.4%
+12.2% +18.2% +22.9% +8.4% +13.7% +12.9% +7.4%
+12.1% +15.1% +15.5% +9.0% +9.2% +14.3% +10.7%
+1.7% +1.0% +0.8% +2.8% +2.9% +1.6% +2.2%
+13.8% +16.0% +16.3% +11.7% +11.7% +15.9% +12.9%
19.5x 22.6x 24.7x 17.6x 21.8x 22.9x 20.0x
18.9x 20.6x 20.9x 17.1x 18.5x 23.5x 20.0x
18.1x 18.4x 18.9x 16.1x 16.9x 19.2x 17.8x
16.5x 16.2x 17.2x 14.8x 15.2x 17.4x 16.4x
1.7x 1.8x 2.0x 2.2X 2.6X 2.1x 2.2X
1.5x 1.6x 1.7x 2.0x 2.3X 1.8x 1.9x
$120,152 $19,878 $7,606 $106,386 $3,519 $137,704 $139,517

(1) Excludes stocks with P/E over 200xand earnings growth rates greater than 300%

(2) Excludes stocks with P/E over 200x

SOURCE: FACTSET RESEARCH SYSTEMS, RUSSELL INVESTMENTS AND SIT INVESTMENT ASSOCIATES, INC.
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