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Account Number: MSR663
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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. 

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.               Date: September 30, 2015

MSR663

MARYLAND STATE RETIREMENT 

SUMMARY OF SECURITY HOLDINGS REPORT

TOTAL % OF INDICATED

TOTAL COST MARKET VALUE HOLDINGS INCOME % YIELD

CASH & CASH EQUIVALENTS $344,235 $344,235 2.1% $283 0.1%

COMMON STOCK 15,440,848 15,938,638 97.9 330,325 2.1

TOTAL $15,785,083 $16,282,873 100.0% $330,608 2.0%

SUMMARY OF INVESTMENT RESULTS

MONTH OF 

SEPTEMBER

LAST 3 

MONTHS

YEAR TO 

DATE

SINCE INCEPTION 

(FROM 12/22/09)

YOUR ACCOUNT -TOTAL -4.5% -7.8% 0.6% 34.1%

-EQUITY -4.6 -8.0 0.6 39.0

-5.1 -10.2 -5.3 35.1

-4.0 -8.7 -2.4 40.8

*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.

  -A-

GROWTH HYBRID BENCHMARK**

HYBRID BENCHMARK*



PORTFOLIO PERFORMANCE MONITOR

December 22, 2009 - September 30, 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

FUND PORTION FUND PORTION

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

NOV 15

DEC 15

 ACCUMULATIVE TIME-WEIGHTED RATE OF RETURN 34.1% 39.0% 35.1% 40.8%

*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.

 -B-

GROWTH HYBRID 

BENCHMARK**HYBRID BENCHMARK*
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Cost Market Value Unrealized G/L Unrealized G/L 

        Description (Base) (Base) Assets Currency % PF

CASH

        UNITED STATES 344,235.44 344,235.44 0.00 0.00 2.11%

EQUITY AND RELATED

        AUSTRALIA 236,303.47 203,460.01 (3,392.60) (29,450.86) 1.25%

        BELGIUM 308,641.28 292,380.00 (16,261.28) 0.00 1.80%

        CANADA 747,387.34 674,566.00 (72,821.34) 0.00 4.14%

        CHINA 245,437.05 239,542.19 (6,040.45) 145.59 1.47%

        DENMARK 460,752.68 430,845.09 45,485.80 (75,393.39) 2.65%

        FRANCE 1,383,457.96 1,526,092.97 271,204.25 (128,569.24) 9.37%

        GERMANY 1,260,151.48 1,111,185.54 6,428.17 (155,394.11) 6.82%

        HONG KONG 571,266.64 493,971.79 (77,401.41) 106.56 3.03%

        INDIA 165,050.29 157,135.00 (7,915.29) 0.00 0.97%

        IRELAND 580,777.73 573,194.75 (7,582.98) 0.00 3.52%

        ISRAEL 203,401.04 182,083.50 (21,317.54) 0.00 1.12%

        ITALY 150,159.87 120,886.41 (5,294.89) (23,978.57) 0.74%

        JAPAN 2,211,866.04 2,425,185.69 501,396.18 (288,076.53) 14.89%

        NETHERLANDS 1,018,465.68 1,111,671.56 120,032.25 (26,826.37) 6.83%

        SINGAPORE 86,768.87 231,268.50 144,499.63 0.00 1.42%

        SPAIN 395,115.74 493,168.02 128,151.25 (30,098.97) 3.03%

        SWITZERLAND 1,464,577.43 1,628,203.25 282,836.60 (119,210.78) 10.00%

        UNITED KINGDOM 3,763,650.50 3,799,300.14 166,960.14 (131,310.50) 23.33%

        UNITED STATES 187,616.58 244,497.00 56,880.42 0.00 1.50%

Total EQUITY AND RELATED 15,440,847.67 15,938,637.41 1,505,846.92 (1,008,057.18) 97.89%

Total Portfolio: 15,785,083.11 16,282,872.85 1,505,846.92 (1,008,057.18) 100.00%

INTERNATIONAL INVESTMENT SUMMARY BY ASSET CLASS
663 - MARYLAND STATE RETIREMENT

September 30, 2015
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Security Description Quantity

Market Price 

Base Total Cost Base

Total Market 

Value Base

Indicated Annual 

Income Base

Market Price 

Local

Total Cost 

Local

Total Market 

Value Local

Indicated Annual 

Income Local

Current 

Yield

Equity And Related

     Australia

CSL LTD (AUD / 1.42485) 3,250.0000 62.603 236,303.47 203,460.01 0.00 89.200 294,733.94 289,900.00 0.00 0.00

     Total Australia 236,303.47 203,460.01 0.00 0.00

     Belgium

ANHEUSER BUSCH INBEV SA/N ADR (USD / 1) 2,750.0000 106.320 308,641.28 292,380.00 7,854.00 106.320 308,641.28 292,380.00 7,854.00 2.69

     Total Belgium 308,641.28 292,380.00 7,854.00 2.69

     Canada

AGRIUM INC (USD / 1) 2,500.0000 89.500 246,402.16 223,750.00 8,750.00 89.500 246,402.16 223,750.00 8,750.00 3.91

BCE INC (USD / 1) 7,875.0000 40.960 356,431.08 322,560.00 20,475.00 40.960 356,431.08 322,560.00 20,475.00 6.35

SUNCOR ENERGY INC (USD / 1) 4,800.0000 26.720 144,554.10 128,256.00 5,568.00 26.720 144,554.10 128,256.00 5,568.00 4.34

     Total Canada 747,387.34 674,566.00 34,793.00 5.16

     China

ALIBABA GROUP HOLDING LTD ADR (USD / 1) 950.0000 58.970 92,739.08 56,021.50 0.00 58.970 92,739.08 56,021.50 0.00 0.00

TENCENT HOLDINGS LTD (HKD / 7.75008) 11,000.0000 16.684 152,697.97 183,520.69 227.09 129.300 1,184,549.78 1,422,300.00 1,760.00 0.12

     Total China 245,437.05 239,542.19 227.09 0.09

     Denmark

GN STORE NORD AS (DKK / 6.67659) 12,400.0000 17.958 328,893.97 222,682.54 0.00 119.900 1,835,378.79 1,486,760.00 0.00 0.00

NOVO NORDISK A/S (DKK / 6.67659) 3,880.0000 53.650 131,858.71 208,162.55 10,460.43 358.200 737,507.20 1,389,816.00 69,840.00 5.03

     Total Denmark 460,752.68 430,845.09 10,460.43 2.43

     France

BNP PARIBAS SA (EUR / 0.89485) 4,015.0000 58.624 252,661.99 235,376.77 11,665.64 52.460 186,735.38 210,626.90 10,439.00 4.96

DASSAULT SYSTEMES SA (EUR / 0.89485) 2,400.0000 73.755 94,987.17 177,012.91 1,233.73 66.000 68,501.41 158,400.00 1,104.00 0.70

ENGIE (EUR / 0.89485) 10,100.0000 16.137 255,424.97 162,981.51 11,286.81 14.440 199,722.41 145,844.00 10,100.00 6.93

EUROFINS SCIENTIFIC (EUR / 0.89485) 650.0000 306.979 170,067.67 199,536.24 0.00 274.700 135,976.02 178,555.00 0.00 0.00

INGENICO GROUP (EUR / 0.89485) 2,070.0000 120.467 92,688.65 249,366.93 809.63 107.800 67,413.23 223,146.00 724.50 0.32

SAFRAN SA (EUR / 0.89485) 3,200.0000 75.208 224,896.01 240,666.03 0.00 67.300 203,071.59 215,360.00 0.00 0.00

SCHLUMBERGER LTD (USD / 1) 2,100.0000 68.970 176,248.22 144,837.00 4,200.00 68.970 176,248.22 144,837.00 4,200.00 2.90

UNIBAIL-RODAMCO SE (EUR / 0.89485) 450.0000 258.479 116,483.28 116,315.58 0.00 231.300 103,801.41 104,085.00 0.00 0.00

     Total France 1,383,457.96 1,526,092.97 29,195.81 1.91

     Germany

GEA GROUP AG (EUR / 0.89485) 4,325.0000 38.034 193,832.51 164,498.39 0.00 34.035 156,765.52 147,201.38 0.00 0.00

LINDE AG (EUR / 0.89485) 1,500.0000 161.982 288,493.11 242,973.68 0.00 144.950 221,459.64 217,425.00 0.00 0.00

NORMA GROUP SE (EUR / 0.89485) 6,100.0000 49.086 315,842.82 299,427.28 0.00 43.925 251,846.88 267,942.50 0.00 0.00

RATIONAL AG (EUR / 0.89485) 330.0000 399.452 89,724.13 131,819.30 368.78 357.450 65,573.00 117,958.50 330.00 0.28

SIEMENS AG (EUR / 0.89485) 3,050.0000 89.333 372,258.91 272,466.89 4,601.33 79.940 292,947.09 243,817.00 4,117.50 1.69

     Total Germany 1,260,151.48 1,111,185.54 4,970.11 0.45

     Hong Kong

AIA GROUP LTD (HKD / 7.75008) 27,800.0000 5.168 185,692.73 143,661.74 0.00 40.050 1,439,356.63 1,113,390.00 0.00 0.00

CK HUTCHISON HOLDINGS LTD (HKD / 7.75008) 12,812.0000 12.929 155,059.42 165,645.05 3,306.29 100.200 1,202,325.67 1,283,762.40 25,624.00 2.00

HSBC HOLDINGS PLC ADR (USD / 1) 4,875.0000 37.880 230,514.49 184,665.00 12,187.50 37.880 230,514.49 184,665.00 12,187.50 6.60

     Total Hong Kong 571,266.64 493,971.79 15,493.79 3.14

     India

ISHARES MSCI INDIA ETF (USD / 1) 5,500.0000 28.570 165,050.29 157,135.00 1,320.00 28.570 165,050.29 157,135.00 1,320.00 0.84

     Total India 165,050.29 157,135.00 1,320.00 0.84

     Ireland

ALLERGAN INC (USD / 1) 625.0000 271.810 131,875.42 169,881.25 0.00 271.810 131,875.42 169,881.25 0.00 0.00

MEDTRONIC PLC (USD / 1) 6,025.0000 66.940 448,902.31 403,313.50 9,158.00 66.940 448,902.31 403,313.50 9,158.00 2.27

INTERNATIONAL REVIEW
663 - MARYLAND STATE RETIREMENT

September 30, 2015

Ref. Currency:  USD
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Security Description Quantity

Market Price 

Base Total Cost Base

Total Market 

Value Base

Indicated Annual 

Income Base

Market Price 

Local

Total Cost 

Local

Total Market 

Value Local

Indicated Annual 

Income Local

Current 

Yield

INTERNATIONAL REVIEW
663 - MARYLAND STATE RETIREMENT

September 30, 2015

Ref. Currency:  USD

     Total Ireland 580,777.73 573,194.75 9,158.00 1.60

     Israel

TEVA PHARMACEUTICAL-SP ADR (USD / 1) 3,225.0000 56.460 203,401.04 182,083.50 3,679.73 56.460 203,401.04 182,083.50 3,679.73 2.02

     Total Israel 203,401.04 182,083.50 3,679.73 2.02

     Italy

AZIMUT HLDG S.P.A (EUR / 0.89485) 5,640.0000 21.434 150,159.87 120,886.41 0.00 19.180 112,913.33 108,175.20 0.00 0.00

     Total Italy 150,159.87 120,886.41 0.00 0.00

     Japan

AJINOMOTO CO INC (JPY / 119.955) 12,000.0000 20.966 212,356.71 251,594.35 0.00 2,515.000 24,059,981.00 30,180,000.00 0.00 0.00

ASICS CORP (JPY / 119.955) 10,400.0000 23.659 224,664.38 246,052.27 0.00 2,838.000 23,034,997.00 29,515,200.00 0.00 0.00

ASTELLAS PHARMA INC (JPY / 119.955) 17,800.0000 12.880 269,446.78 229,260.97 0.00 1,545.000 30,385,889.00 27,501,000.00 0.00 0.00

DAICEL CORP (JPY / 119.955) 24,900.0000 12.188 167,635.61 303,478.80 1,660.62 1,462.000 14,526,587.00 36,403,800.00 199,200.00 0.55

INPEX CORP (JPY / 119.955) 13,900.0000 8.866 196,179.14 123,234.96 3,099.70 1,063.500 20,297,975.00 14,782,650.00 371,825.00 2.52

MAKITA CORP (JPY / 119.955) 4,300.0000 52.770 206,487.48 226,910.09 0.00 6,330.000 21,386,546.00 27,219,000.00 0.00 0.00

SEVEN & I HOLDINGS CO LTD (JPY / 119.955) 7,600.0000 45.384 279,008.96 344,916.01 0.00 5,444.000 27,680,382.00 41,374,400.00 0.00 0.00

SMC CORP/JAPAN (JPY / 119.955) 700.0000 217.206 127,343.53 152,044.52 583.55 26,055.000 11,462,882.00 18,238,500.00 70,000.00 0.38

SUMITOMO MITSUI FINANCIAL GROUP INC (JPY / 119.955) 4,200.0000 37.614 172,859.92 157,979.24 8,403.15 4,512.000 17,587,871.00 18,950,400.00 1,008,000.00 5.32

SUZUKI MOTOR CORP (JPY / 119.955) 6,600.0000 30.528 198,776.41 201,485.56 0.00 3,662.000 21,926,459.00 24,169,200.00 0.00 0.00

TERUMO CORP (JPY / 119.955) 6,700.0000 28.094 157,107.12 188,228.92 0.00 3,370.000 18,418,602.00 22,579,000.00 0.00 0.00

     Total Japan 2,211,866.04 2,425,185.69 13,747.02 0.57

     Netherlands

ASML HOLDING NV (USD / 1) 1,650.0000 87.980 103,390.05 145,167.00 1,065.90 87.980 103,390.05 145,167.00 1,065.90 0.73

GALAPAGOS NV (EUR / 0.89485) 2,200.0000 40.839 83,870.89 89,846.34 0.00 36.545 76,030.08 80,399.00 0.00 0.00

ING GROEP NV (EUR / 0.89485) 16,850.0000 14.136 160,399.69 238,199.14 22,219.37 12.650 116,948.01 213,152.50 19,883.00 9.33

LYONDELLBASELL INDUSTRIES (USD / 1) 2,200.0000 83.360 204,919.70 183,392.00 6,864.00 83.360 204,919.70 183,392.00 6,864.00 3.74

MOBILEYE N V AMSTELVEEN (USD / 1) 4,600.0000 45.480 219,515.15 209,208.00 0.00 45.480 219,515.15 209,208.00 0.00 0.00

RELX NV (EUR / 0.89485) 15,100.0000 16.282 246,370.20 245,859.08 0.00 14.570 222,066.24 220,007.00 0.00 0.00

     Total Netherlands 1,018,465.68 1,111,671.56 30,149.27 2.71

     Singapore

AVAGO TECHNOLOGIES LTD (USD / 1) 1,850.0000 125.010 86,768.87 231,268.50 3,108.00 125.010 86,768.87 231,268.50 3,108.00 1.34

     Total Singapore 86,768.87 231,268.50 3,108.00 1.34

     Spain

IBERDROLA SA (EUR / 0.89485) 34,700.0000 6.646 230,836.47 230,609.49 0.00 5.947 208,185.65 206,360.90 0.00 0.00

INDITEX SA (EUR / 0.89485) 7,850.0000 33.447 164,279.27 262,558.53 7,553.05 29.930 118,449.60 234,950.50 6,758.85 2.88

     Total Spain 395,115.74 493,168.02 7,553.05 1.53

     Switzerland

ADECCO SA (CHF / 0.9744) 2,650.0000 73.122 197,009.33 193,773.09 2,719.62 71.250 179,395.00 188,812.50 2,650.00 1.40

NESTLE SA (CHF / 0.9744) 7,315.0000 75.174 481,782.27 549,901.22 67,564.66 73.250 418,950.39 535,823.75 65,835.00 12.29

NOVARTIS AG (CHF / 0.9744) 3,950.0000 91.749 259,062.83 362,407.64 4,661.84 89.400 226,001.45 353,130.00 4,542.50 1.29

ROCHE HOLDINGS AG (CHF / 0.9744) 1,235.0000 263.752 274,116.69 325,733.78 3,168.62 257.000 249,971.00 317,395.00 3,087.50 0.97

ZURICH INSURANCE GROUP AG (CHF / 0.9744) 800.0000 245.484 252,606.31 196,387.52 0.00 239.200 236,607.43 191,360.00 0.00 0.00

     Total Switzerland 1,464,577.43 1,628,203.25 78,114.74 4.80

     United Kingdom

ASHTEAD GROUP PLC (GBP / 0.66105) 11,500.0000 14.069 188,095.09 161,788.06 0.00 9.300 123,908.37 106,950.00 0.00 0.00

ASOS PLC (GBP / 0.66105) 3,550.0000 41.812 203,808.15 148,433.55 0.00 27.640 132,679.15 98,122.00 0.00 0.00

BABCOCK INTL GROUP PLC (GBP / 0.66105) 15,800.0000 13.804 242,597.34 218,099.99 0.00 9.125 158,120.49 144,175.00 0.00 0.00

BARCLAYS PLC (GBP / 0.66105) 86,700.0000 3.693 346,676.71 320,214.89 34,887.22 2.442 210,134.99 211,678.05 23,062.20 10.89

BELLWAY PLC (GBP / 0.66105) 4,175.0000 37.607 104,605.16 157,008.55 0.00 24.860 63,424.71 103,790.50 0.00 0.00
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Ref. Currency:  USD

BRITISH AMERICAN TOBACCO PLC (GBP / 0.66105) 6,125.0000 55.109 292,647.26 337,544.44 6,458.10 36.430 182,675.12 223,133.75 4,269.13 1.91

BURBERRY GROUP PLC (GBP / 0.66105) 5,825.0000 20.694 134,548.97 120,544.59 616.82 13.680 85,051.97 79,686.00 407.75 0.51

DELPHI AUTOMOTIVE PLC (USD / 1) 3,400.0000 76.040 230,623.13 258,536.00 3,400.00 76.040 230,623.13 258,536.00 3,400.00 1.32

DIAGEO PLC ADR (USD / 1) 4,000.0000 107.790 386,361.10 431,160.00 13,816.00 107.790 386,361.10 431,160.00 13,816.00 3.20

DS SMITH PLC (GBP / 0.66105) 64,315.0000 5.959 297,539.08 383,233.93 0.00 3.939 182,166.64 253,336.79 0.00 0.00

ESSENTRA PLC (GBP / 0.66105) 22,300.0000 11.890 300,058.79 265,150.90 0.00 7.860 183,978.34 175,278.00 0.00 0.00

JUST EAT PLC (GBP / 0.66105) 42,285.0000 6.208 249,389.72 262,518.18 0.00 4.104 163,126.48 173,537.64 0.00 0.00

RECKITT BENCKISER GROUP PLC (GBP / 0.66105) 3,525.0000 90.568 229,723.17 319,252.33 2,079.65 59.870 144,892.78 211,041.75 1,374.75 0.65

ROYAL DUTCH SHELL PLC ADR (USD / 1) 2,000.0000 47.480 150,047.99 94,960.00 7,520.00 47.480 150,047.99 94,960.00 7,520.00 7.92

ROYAL DUTCH SHELL PLC-ADR (USD / 1) 3,550.0000 47.390 260,793.23 168,234.50 11,345.80 47.390 260,793.23 168,234.50 11,345.80 6.74

SHIRE PLC (GBP / 0.66105) 2,240.0000 68.134 146,135.61 152,620.23 377.14 45.040 91,555.29 100,889.60 249.31 0.25

     Total United Kingdom 3,763,650.50 3,799,300.14 80,500.73 2.12

     United States

EURONET WORLDWIDE INC (USD / 1) 3,300.0000 74.090 187,616.58 244,497.00 0.00 74.090 187,616.58 244,497.00 0.00 0.00

     Total United States 187,616.58 244,497.00 0.00 0.00

          Total Equity And Related 15,440,847.67 15,938,637.41 330,324.77 2.07

Cash

     United States

UNITED STATES DOLLAR  (USD / 1) 29,327.0200 1.000 29,327.02 29,327.02 0.00 1.000 29,327.02 29,327.02 0.00 0.01

CASH  (USD / 1) 314,908.4200 1.000 314,908.42 314,908.42 283.42 1.000 314,908.42 314,908.42 283.42 0.09

     Total United States 344,235.44 344,235.44 283.42 0.08

          Total Cash 344,235.44 344,235.44 283.42 0.08

Total Account Base Currency: 15,785,083.11 16,282,872.85 330,608.19 2.03
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Realized

Avg Amortized Avg Total Gain/Loss

Security Description Shares/Par Cost Cost Price Proceeds Book

Purchases

     EQUITY AND RELATED

AJINOMOTO CO INC 2,000.0000 21.28 42,553.41 21.23

ANHEUSER BUSCH INBEV SA/N ADR 175.0000 107.15 18,752.04 107.14

ASHTEAD GROUP PLC 1,300.0000 15.36 19,964.34 15.27

ASOS PLC 1,200.0000 54.06 66,261.52 54.04

AZIMUT HLDG S.P.A 700.0000 27.25 19,077.78 27.19

CK HUTCHISON HOLDINGS LTD 3,500.0000 14.77 51,693.07 14.72

DAICEL CORP 1,900.0000 12.76 24,252.08 12.74

DELPHI AUTOMOTIVE PLC 200.0000 80.23 16,045.18 80.21

DIAGEO PLC ADR 200.0000 113.89 22,777.52 113.87

ESSENTRA PLC 2,100.0000 13.09 27,496.96 13.01

EUROFINS SCIENTIFIC 50.0000 327.76 16,387.98 327.63

EURONET WORLDWIDE INC 400.0000 67.94 27,175.04 67.92

GALAPAGOS NV 600.0000 48.50 29,102.52 48.43

GEA GROUP AG 425.0000 44.73 19,011.31 44.67

JUST EAT PLC 2,700.0000 6.50 17,555.33 6.47

LINDE AG 125.0000 168.12 21,015.56 168.06

MOBILEYE N V AMSTELVEEN 600.0000 58.27 34,962.81 58.25

NORMA GROUP SE 1,400.0000 50.77 70,825.87 50.73

RECKITT BENCKISER GROUP PLC 955.0000 90.69 86,032.32 90.13

RELX NV 15,100.0000 16.32 246,370.20 16.29

SMC CORP/JAPAN 100.0000 279.52 27,951.75 278.96

TEVA PHARMACEUTICAL-SP ADR 325.0000 69.79 22,681.75 69.75

UNIBAIL-RODAMCO SE 450.0000 259.01 116,483.28 258.04

ZURICH INSURANCE GROUP AG 75.0000 289.68 21,725.84 289.24

     Total EQUITY AND RELATED 1,066,155.46

Total Purchases 1,066,155.46

Sales

     EQUITY AND RELATED

ADECCO SA 250.0000 74.34 18,585.78 84.66 21,133.85 2,548.07

AJINOMOTO CO INC 1,000.0000 16.98 16,980.33 23.10 23,049.93 6,069.60

PURCHASES AND SALES REPORT
663 - MARYLAND STATE RETIREMENT

From July 1, 2015 To September 30, 2015
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Realized

Avg Amortized Avg Total Gain/Loss

Security Description Shares/Par Cost Cost Price Proceeds Book

PURCHASES AND SALES REPORT
663 - MARYLAND STATE RETIREMENT

From July 1, 2015 To September 30, 2015

ALIBABA GROUP HOLDING LTD ADR 1,000.0000 97.62 97,620.03 65.87 68,435.44 (29,184.59)

AVAGO TECHNOLOGIES LTD 150.0000 46.90 7,035.32 122.38 18,354.98 11,319.66

AZIMUT HLDG S.P.A 975.0000 26.62 25,958.48 24.31 23,652.09 (2,306.39)

BNP PARIBAS SA 720.0000 62.93 45,309.23 62.71 45,133.21 (176.02)

BRITISH AMERICAN TOBACCO PLC 900.0000 47.78 43,001.22 59.30 53,345.36 10,344.14

BURBERRY GROUP PLC 3,100.0000 23.10 71,605.43 23.02 71,264.00 (341.43)

CHEUNG KONG PROPERTY HLDG 12,312.0000 6.96 85,726.83 8.66 106,317.15 20,590.32

CK HUTCHISON HOLDINGS LTD 3,000.0000 12.10 36,308.00 14.61 43,707.26 7,399.26

ENGIE 3,200.0000 25.29 80,926.70 15.99 51,098.32 (29,828.38)

HONG KONG EXCHANGES AND 

CLEARING LTD

5,700.0000 23.43 133,555.70 25.04 136,121.42 2,565.72

ING GROEP NV 5,560.0000 9.52 52,927.13 16.62 91,386.74 38,459.61

NOVO NORDISK A/S 565.0000 33.98 19,201.08 57.90 32,662.12 13,461.04

SCHLUMBERGER LTD 300.0000 83.93 25,178.30 85.68 25,691.52 513.22

SEVEN & I HOLDINGS CO LTD 1,200.0000 36.71 44,054.01 45.62 54,378.92 10,324.91

SIEMENS AG 1,650.0000 122.05 201,385.94 99.50 158,351.63 (43,034.31)

TERUMO CORP 1,100.0000 23.45 25,793.70 28.47 31,259.60 5,465.90

     Total EQUITY AND RELATED 1,031,153.21 1,055,343.54 24,190.33

Total Sales 1,031,153.21 1,055,343.54 24,190.33
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Broker Total DIRECTED OTHER PRINCIPAL RESEARCH SERVICE TRADE

MYC BANK OF AMERICA MERRILL LYNCH

Current Month 2.63 2.63

Year To Date 252.14 252.14

BCI BARCLAYS CAPITAL INC

Current Month 4.50 4.50

Year To Date 162.06 162.06

FLA CITIGROUP GLOBAL MARKETS

Current Month 0.00

Year To Date 353.92 353.92

SUD CITIGROUP GLOBAL MARKETS

Current Month 0.00

Year To Date 555.00 555.00

JZR DBS VICKERS SECURITIES

Current Month 0.00

Year To Date 1,432.40 1,432.40

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 0.00

Year To Date 69.68 69.68

ITT INSTINET/ALGOS

Current Month 0.00

Year To Date 500.67 500.67

JCV J.P. MORGAN SECURITES

Current Month 211.26 211.26

Year To Date 1,710.46 1,710.46

HAM JP MORGAN/ECS

Current Month 0.00

Year To Date 463.78 463.78

FCJ KEPLER EQUITIES

Current Month 383.51 383.51

Year To Date 2,517.25 2,517.25

COMMISSION REASON SUMMARY
663 - MARYLAND STATE RETIREMENT

September 30, 2015
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Broker Total DIRECTED OTHER PRINCIPAL RESEARCH SERVICE TRADE

COMMISSION REASON SUMMARY
663 - MARYLAND STATE RETIREMENT

September 30, 2015

MSX MIZUHO INTERNATIONAL

Current Month 147.58 147.58

Year To Date 1,463.26 1,463.26

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 0.00

Year To Date 172.51 172.51

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

Totals

Current Month 749.48 0.00 0.00 0.00 749.48 0.00 0.00

Year To Date 10,791.11 0.00 0.00 0.00 10,290.44 500.67 0.00
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EXECUTIVE SUMMARY  
 

Domestic equity markets were down in September, capping off the worst quarterly performance since the 
third quarter of 2011. The S&P 500 Index declined -2.5 percent for the month and -6.4 percent for the third 
quarter. International markets were also weak, as represented by the MSCI EAFE Index, which declined     -
5.1 percent and -10.2 percent for the month and quarter, respectively. Taxable bonds rose +0.7 percent for 
the month and +1.2 percent for the quarter, as represented by the Barclays Aggregate Bond Index, while tax-
exempt bonds rose +0.7 percent and +1.7 percent for the month and quarter, respectively, as represented by 
the Barclays Municipal Bond Index. Regarding the U.S. economy the final (third) estimate of second quarter 
U.S. real GDP growth was slightly improved at +3.9 percent, from the second estimate of +3.7 percent. We 
believe the Euro Area is on pace to achieve real GDP growth of +1.5 percent in 2015 and +1.8 percent in 
2016. Japan’s growth prospects have, in our view, deteriorated over the past several months. We see an 
increasing chance that China’s economy will grow slightly below +7 percent in 2015. In domestic taxable 
fixed income portfolios and tax exempt portfolios, we continue to position along the yield curve to take 
advantage of the expected flattening, while maintaining portfolio yields significantly above their 
benchmarks. Domestic and international equity portfolios are positioned with a diverse mix of high quality 
growth companies, which are predominantly exposed to developed markets where economic growth is 
strongest. This quarter, our spotlight topic is the difficult economic situation in emerging markets. 

 
Spotlight Topic-  troubled waters in emerging markets 
 
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: moderate growth 
in the u.s., continued improvement in 
Europe, caution on asia 
 
Domestic equity markets were down in September, capping off 
the worst quarterly performance since the third quarter of 2011. 
The S&P 500 Index declined -2.5 percent for the month and -6.4 
percent for the third quarter. International markets were also 
weak, as represented by the MSCI EAFE Index, which declined  
-5.1 percent and -10.2 percent for the month and quarter, 
respectively. 
 
Fixed income markets fared better both for September and the 
third quarter. Taxable bonds rose +0.7 percent for the month and 
+1.2 percent for the quarter, as represented by the Barclays 
Aggregate Bond Index, while tax-exempt bonds rose +0.7 percent 
and +1.7 percent for the month and quarter, respectively, as 
represented by the Barclays Municipal Bond Index. Detailed 
performance data are shown in Exhibits A and B. 
 
Small capitalization stocks underperformed their large cap peers 
during the month and also year to date. Large cap growth stocks 
continue to outperform their value counterparts across all time 
periods, while small and medium capitalization growth stocks 
underperformed in the most recent time frames, but have 
outperformed over longer periods of time. Full details are shown 
in Exhibit C. 
 
Regarding the U.S. economy the final (third) estimate of second 
quarter U.S. real GDP growth slightly improved to +3.9 percent, 
from the second estimate of +3.7 percent. Upward revisions to 
consumer spending, capital spending, and residential investment 

were only partially offset by downward adjustments to the change 
in business inventories and net exports. After a very weak first 
quarter, caused in large part by winter weather and other 
extraordinary events like the port slowdown on the west coast, it 
is not surprising that the economy experienced a rebound in the 
second quarter. However, we continue to expect growth to be 
roughly +2.5 percent for the balance of the year. Quarterly dollar 
changes to real GDP by major components over recent time 
periods are shown in Exhibit D. 
 
August real consumer spending was fairly healthy at +0.4 
percent, following on an upwardly revised +0.3 percent in July. 
Consumer spending, which accounts for roughly two-thirds of 
GDP, continues to be an important component of growth. 
September motor vehicle sales were very strong again at over 
14.5 million for domestic vehicles, topping the August pace by 
700,000 units. This continues to be one of the strongest 
components of consumer spending. Our sensitivity analysis 
suggests that third quarter personal consumption expenditures 
(PCE) are likely to be in a range between +3.0 and +3.5 percent, 
near the upper end of the range of the past five years. 
 
The September nonfarm payrolls report, released on October 2nd, 
was quite weak, as only 142,000 jobs were created compared 
with the expectation for 201,000. Additionally, July and August 
data were revised down by -59,000. The job sectors that have 
been weak remained so, while, at the same time, sectors that have 
been strong contributed less robustly to job growth in the most 
recent report. The unemployment rate held steady at 5.1 percent. 
However, the labor force participation rate fell to a new low of 
62.4 percent. On the positive side, the U-6 unemployment rate, 
which includes discouraged workers and people working part 
time for economic reasons, fell from 10.3 percent to 10.0 percent. 
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Lastly, average hourly earnings were flat in September, after 
growing +0.4 percent in August. 
 
U.S. inflation, as measured by the headline Consumer Price Index 
for all Urban Consumers (CPI), and core CPI, which excludes the 
volatile food and energy sectors, remains very controlled. Over 
the near to intermediate term, we see little risk of a worrisome 
pickup in the rate of inflation. Weak global demand, which has 
led to falling commodity prices, suggests that this trend may be in 
place for quite some time. Current and historic inflation levels are 
shown graphically in Exhibit E. 
 
The U.S. dollar has stabilized around the level of its recent highs; 
a level not seen since the early part of the previous decade. 
Stronger relative economic growth compared with most of the 
rest of the world, combined with anticipation of higher interest 
rates in the U.S., has buoyed the dollar relative to most other 
currencies. Additionally, the relative safety of U.S.-denominated 
assets provides further support for the dollar. Recent trends in the 
dollar, as measured by the Federal Reserve’s U.S. trade-weighted 
major currencies dollar index, are shown in Exhibit F. 
 
To summarize, we continue to expect the U.S. economy to grow 
at the same moderate pace in a range between +2 and +3 percent. 
We have not made any changes to our quarterly forecasts for 
economic growth and our expectation for 2015 annual GDP 
growth is +2.6 percent. Additionally, we are forecasting 2016 
annual GDP growth of +2.7 percent. All of our key economic 
assumptions are shown in Exhibit G. 
 
With respect to U.S. fixed income markets, Treasury yields 
decreased during the quarter as the yield curve flattened. At the 

September meeting of the Federal Open Market Committee 
(FOMC), the committee held rates unchanged; however, 
subsequent to the meeting, many members signaled that they 
expect a rate increase before the end of the year. We also believe 
the Fed will raise its target range for the federal funds rate later 
this year. 
 
While all sectors of the bond market provided positive returns for 
the quarter, corporate bonds underperformed driven largely by 
poor returns in industrial bonds, as the energy sector continued to 
suffer from the effects of low oil prices. Treasuries outperformed 
for the quarter, as higher quality bonds outperformed lower 
quality bonds. Government agency mortgage-backed securities 
outperformed, as their higher average quality positively impacted 
relative returns, while other asset-backed securities 
underperformed, as their shorter duration negatively impacted 
relative returns. 
 
Given our expectations for the economy to continue to improve 
modestly and the job market to continue to strengthen, we 
anticipate the yield curve will continue flattening, as short yields 
rise in anticipation of the Fed raising its target for the federal 
funds rate. We expect long maturity rates to move relatively less 
than short rates as the market believes that the Fed’s actions will 
prevent inflation from becoming a problem. We continue to 
position portfolios along the yield curve to take advantage of the 
expected flattening, while maintaining portfolio yields 
significantly above their benchmarks. Our forecast for U.S. 
Treasury interest rates are shown in Exhibit H. 
 
Tax-exempt municipal bonds ended the quarter with a lower and 
flatter yield curve. Yields declined across the entire curve, with 
intermediate and longer maturities tending to experience yield 
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declines that outpaced those of shorter maturities. The 5-year 
AAA general obligation yield moved down -11 basis points, 
while the 10-year and 30-year AAA general obligation spot 
yields fell -25 and -24 basis points, respectively. The spread 
between the 2-year and 30-year AAA general obligation yields 
ended the quarter at 250 basis points, which remains steep on a 
historical basis and could allow for further flattening. In terms of 
relative value to Treasuries, yield ratios show that municipal 
bonds continue to look cheap at all maturities five years and 
longer, when compared to historical averages. Meanwhile, the 
Bond Buyer 40-Bond Index ended the quarter down -4 basis 
points at 4.38 percent, as yields remained steady within a 15 basis 
point band throughout the quarter, ranging from 4.35 percent to 
4.50 percent. 
 
During the quarter, returns were positive across all duration and 
credit quality strata. Given the flattening yield curve, bonds with 
intermediate and longer durations outperformed for the quarter. 
Both high yield and investment grade paper performed better 
through the belly and into the long end of the curve. Investors 
continue to try to pick up yield through the purchase of longer 
maturity bonds. In terms of credit quality, the high yield segment 
of the municipal bond market performed best, with a +1.99 
percent total return for the quarter. Puerto Rico, after negotiating 
with some of its creditors, led the high yield composite returning 
+4.74 percent in the month of September, although the territory 
returned only +0.29 percent for the quarter. As a group, BBB-
rated bonds experienced the weakest performance of the quarter 
with a +1.13 percent return. Aggregated A-rated, AA-rated, and 
AAA-rated quality returns were all between +1.60 percent and 
+1.70 percent for the quarter. Further, both general obligation 
bonds and revenue bonds exhibited strikingly similar positive 
returns during the quarter, at +1.73 percent and +1.70 percent, 

respectively. Within the revenue bond sectors, housing bonds had 
the weakest performance for the quarter and underperformed the 
revenue bond index by 51 basis points. Despite this recent 
underperformance, we continue to believe that this sector 
represents some of the best value over the intermediate and long 
term, and we will continue to actively invest in housing bonds. 
 
Fund flows for short and intermediate municipal bond funds 
declined during the quarter, while long funds saw net inflows. 
The inflows undoubtedly contributed to the heavier buying on the 
long end of the curve, which in turn moved long yields down at a 
greater rate during the quarter. Somewhat lighter new issue 
supply during the quarter, particularly in September, also helped 
to keep yields lower overall. Year to date, issuance of tax-exempt 
municipal bonds has outpaced issuance over the prior five years. 
Total issuance is likely to top $400 billion for the first time since 
2010. Refunding issuance has been very strong in 2015 and with 
low long bond rates likely to persist in the near term, refundings 
are poised to continue into 2016. Given the market conditions, we 
expect the tax-exempt yield curve to flatten slightly through the 
fourth quarter, with short rates remaining steady or moving 
slightly upwards. We expect long rates to remain mostly flat for 
the rest of the year. Despite having been more difficult to achieve 
during the current cycle, 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. As 
a result of these factors, we expect to maintain durations at or 
near their current levels, while generally investing in bonds with 
higher credit quality ratings. As always, diversification remains a 
key tenet in our strategy to help manage credit risk. Exhibit I 
displays detailed fixed income returns. 
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Global growth concerns notwithstanding, we believe the Euro 
Area is on pace to achieve real GDP growth of +1.5 percent in 
2015 and +1.8 percent in 2016, as shown in Exhibit J. After solid 
gains earlier in the year, the Manufacturing PMI has leveled off at 
52 (>50 indicates expansion) with the slight strengthening of the 
Euro. Given the combination of persistently low inflation and 
subpar economic growth, the European Central Bank (ECB) will 
remain compelled to maintain, if not expand, its current 
quantitative easing program – the ECB has grown its balance 
sheet by more than 30 percent to €2.6 trillion over the last twelve 
months, as shown in Exhibit K. More aggressive stimulus 
measures would likely buoy domestic demand and re-exert 
downward pressure on the euro to support ongoing strength in 
exports. 
 
For the UK, we project that real GDP growth will slow to +2.6 
percent in 2015 and +2.4 percent in 2016. The Manufacturing 
PMI declined to 51.5 in September, well below the 2015 high of 
53.9 in February. Manufacturers have been negatively impacted 
by a recent slowdown in consumer spending, lackluster corporate 
capex and weakening exports (due in part to a stronger Sterling). 
Yet, solid wage growth, lower energy costs and rising confidence 
are poised to sustain a reacceleration in retail sales in coming 
months. Considering inflation remains contained and the risks of 
a global slowdown have increased, the Bank of England has 
resumed a dovish tone, and is unlikely to pursue tighter monetary 
policy before mid-2016. 
 
Japan’s growth prospects have, in our view, deteriorated in the 
past several months, as external headwinds have intensified 
and a nascent recovery in domestic consumption has slowed. 
Japan is highly exposed to the ongoing slowdown in 
developing economies, with Asia accounting for nearly one-

half of the country’s exports, as shown in Exhibit L. The 
effects of slowing growth in these countries, such as China, can 
already be seen in the stagnant industrial production and 
softening manufacturer sentiment data being reported in Japan. 
Domestically, a modest consumer recovery has faltered, as 
wage increases have fallen short of expectations and consumer 
spending has slowed as a result, weighing on growth as shown 
in Exhibit L. While corporate investment had been showing 
signs of improvement, whether this continues, given a tougher 
demand environment both domestically and overseas, remains 
to be seen. All things considered, we have lowered our growth 
outlook for 2015 to +0.7 percent, as shown in Exhibit J to 
account for the deterioration seen recently, and the continued 
challenging growth backdrop going forward. 
 
After a brief stabilization in the second quarter, China’s economy 
likely decelerated again in the third quarter. We see an increasing 
chance that China’s economy will grow slightly below +7 percent 
in 2015. In our view, the deceleration should not be too 
surprising, given the major transition China’s economy is going 
through (see Exhibit M). Weaker than expected housing 
investment and exports, combined with overcapacity problems, 
are leading to weak performance in the manufacturing sector, as 
shown in Exhibit N. The services sector, on the other hand, has 
been more resilient. While some investors are concerned about 
the relative lack of economic response to stimulus policies, we  
think anti-corruption efforts and tightening of off-balance sheet 
financing by local governments earlier this year may have 
complicated policy implementation. We would not be surprised 
to see some positive impact on the economy in the fourth quarter 
of this year, as fiscal stimulus and continued accommodative 
monetary policy gain more traction. Nonetheless, we expect 
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slower growth in 2016, assuming continued economic 
rebalancing. 
 
Australia’s economic growth continues to slow. Second quarter 
GDP increased +2.0 percent year-over-year, down from the first 
quarter’s +2.3 percent rate, on weaker household expenditures 
and non-dwelling construction. Australia’s economic growth has 
been affected by the slowdown in China. Though Australia’s 
economy is slowly shifting towards more consumer-led growth 
and away from resources, this process will take time. Retail sales 
were weak in July, down -0.1 percent month-over-month, and the 
housing market is cooling, a result of last quarter’s Australian 
Prudential Regulation Authority measures to raise the capital 
ratios for banks.  
 
The weak economic environment in Australia contributed to 
Malcolm Turnbull replacing Tony Abbott as prime minister. 
Turnbull becomes the country’s fourth prime minister in just over 
two years, and has much stronger ties to the business community. 
The Reserve Bank of Australia (RBA) kept the cash rate at 2.0 
percent for the fourth consecutive month, but the RBA Board 
Minutes acknowledged that international economic developments 
have increased the downside risk to the outlook. All the details of 
our economic assumptions by geographic region are shown in 
Exhibit J. 
 
Brazil’s economic recession appears deeper than expected and 
there is now a political crisis. Second quarter 2015 GDP fell -2.6 
percent year-over-year, and 2015 annual GDP is estimated to 
contract over -2.5 percent, the worst contraction in 25 years. 
Furthermore, the country is running a trade deficit of -$40 billion 
in the twelve months through July. August’s unemployment rate 
was 7.6 percent (up from July 2014’s 4.9 percent level). Brazil’s 

problems stem from the collapse of exports and the bursting of a 
credit-fueled consumer boom, which occurred at the expense of 
savings and investment.  
 
The country’s inflation rate is too high, with August CPI +9.5 
percent year-over-year, above the upper limit of +6.5 percent. 
Brazil’s central bank increased interest rates by +50 basis points 
during the third quarter to 14.25 percent. The country’s economic 
problems prompted Standard & Poor’s to downgrade Brazil’s 
sovereign debt rating to junk bond status. Brazil’s finance 
minister, Joaquim Levy, faces the challenge of reversing the 
unsustainably high level of public spending amid a deepening 
economic crunch. Upcoming issues Brazil faces are a likely 
downgrade to below investment grade by Moody’s and Fitch, and 
impeachment proceedings of President Dilma Rousseff. 
 
In contrast, Mexico’s economy grew moderately, at +2.2 percent 
year-over-year in second quarter 2015, thanks to solid domestic 
demand and strength in services. However, growth was slower 
than the first quarter pace of +2.6 percent. Mexico’s growth has 
slowed on weaker manufacturing and fewer exports to the U.S., 
its major trading partner. Mexico’s inflation rate hit a new low in 
August of +2.6 percent year-over-year, providing the possibility 
for lower interest rates. The Banco de Mexico has left rates on 
hold, at 3.0 percent, acknowledging that the balance of global 
growth risks has deteriorated. 
 
Spotlight: troubled waters in 
emerging markets 
 
Much has changed in the world since 1997, the last time a crisis 
in the emerging markets triggered a significant financial market 
correction. However, economic conditions are weak across most 
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of the emerging markets with no near-term prospects of a 
turnaround. This situation is akin to kindling firewood that simply 
needs the right spark to trigger a more significant financial event. 
 
Emerging markets enjoyed an extended boom period fueled by 
debt-driven U.S. consumer spending, infrastructure spending in 
China, and internal consumer spending that was supported by 
credit growth. We are now in an extended period in which U.S. 
consumers have been deleveraging, and China’s spending has 
been reduced. This has created tremendous economic weakness 
in many emerging market countries. Not surprisingly, this 
weakness has caused internal consumer demand to dry up. This 
has left many of these countries with weak economies and record 
high levels of private debt, as shown in Exhibit O. 
 
On the other hand, while debt levels have expanded significantly 
in some of these countries, the good news is that a much higher 
proportion of that debt is denominated in local currency instead 
of foreign currency, as Exhibit P displays. This at least allows 
countries, whose currencies are not pegged to the U.S. dollar, to 
avoid additional problems caused by currency market volatility 
that makes the debt too burdensome without devaluing their own 
currency. 
 
Despite these differences, there is no simple solution to this 
quagmire. Most of these countries do not have the ability to 
implement meaningful fiscal policy as stimulus, as most are 
already running significant fiscal deficits. Moreover, they have 
limited economic growth to allow them to grow their way out of 
the problem. Additionally, the income/wealth disparity has 
worsened in many countries. This will make austerity measures, 
which are difficult to implement politically, even more 
challenging. 

 
As is the case in most situations such as this, it will take a real 
crisis before the citizens and politicians of these countries have 
the fortitude to implement the painful reforms necessary to fix the 
problem. These include: fiscal spending reforms; anti-corruption 
measures; independent monetary policy; and curbing debt 
growth, if not deleveraging. We do not expect to see these types 
of meaningful reforms before things get very bad in many of 
these places. 
 
While a major crisis in the emerging markets is very unlikely to 
cause problems in the U.S. economy, it will likely impact 
financial markets for some period of time. Our portfolio response 
to this threat has been to tilt away from companies with 
significant emerging market exposure, in favor of companies that 
have higher levels of developed market exposure. Specifically, 
we prefer companies with predominantly U.S. and European 
exposure. These areas have the strongest economic growth and, 
therefore, the strongest demand for goods and services. 
 
Global Equity Investment Strategy: 
Favoring developed markets exposure 
 
Domestic equity markets struggled in the third quarter. While 
there have been ebbs and flows in the strength of U.S. economic 
data, most of the volatility has been caused by events outside of 
the country. China continues to struggle with engineering a soft 
landing for its economy. Moreover, China’s slowing has been a 
major factor in weakening economic conditions for developed 
markets such as Japan, and for many emerging markets. 
 
Nonetheless, the U.S. economy has continued to chug along. 
While the pace of growth has been disappointing relative to 
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history, it has been strong enough to fuel respectable economic 
activity. Additionally, given weak growth in most of the rest of 
the world, U.S. economic momentum appears even more 
attractive on a relative basis 
 
U.S. consumers continue to be one of the bright spots. The fact 
that almost 70 percent of U.S. economic growth is generated by 
consumers has been a significant benefit in the current global 
economic global environment. The U.S. economy is the least 
reliant on trading partners for its growth. Given the weak outlook 
for economic growth across the world, this will insulate the U.S. 
from much of the difficulty the rest of the world experiences. 
 
As mentioned earlier in the spotlight section, we have positioned 
client portfolios with a diverse mix of high quality growth 
companies that are predominantly exposed to U.S. markets or 
European markets where economic growth is strongest. Stock 
valuations can be characterized as reasonable. The forward price-
earnings ratio for the S&P 500 is about 17 times 2015 earnings. 
In the context of the current low inflation environment, this 
appears to be a fair valuation level. Any meaningful market 
appreciation from these levels will likely come from earnings 
growth and not multiple expansion. Exhibit Q displays the 
earnings growth forecasts and valuations for both domestic equity 
portfolios and their benchmarks. 
 
Turning to international and global equity portfolios, we continue 
to closely monitor developments in China and other emerging 
markets. Exports represent roughly 45 percent of the Euro Area’s 
GDP, with China comprising just less than 6 percent of exports 
(or about 2.5 percent of GDP) – see Exhibit R. While a soft 
landing in China’s economy is unlikely to have a considerable 
direct impact on GDP growth, it is too early to determine the 

extent of the knock-on effect for global growth; especially if we 
layer on a potential credit crisis in a number of emerging markets. 
Other key near-term risks to European equity performance 
include renewed concerns of Greek default and/or exit from the 
Euro Area, Spanish general election uncertainty, and escalation of 
the refugee crisis. 
 
We remain overweight Europe in both the international and 
global portfolios relative to their respective benchmarks. 
However, we have been adopting a more defensive stance by 
shifting toward domestic-centric stocks and away from cyclical 
stocks with large emerging markets exposure. Client portfolios 
continue to emphasize high quality, cash generative companies 
that are beneficiaries of the weaker euro, possess secular or niche 
growth drivers, and/or address domestic markets where there is 
pent-up demand.  
 
Over the last quarter we modestly reduced the exposure to 
financials by trimming BNP Paribas, Azimut and ING, as well as 
increased the exposure to more defensive-oriented stocks by 
purchasing RELX and adding to positions in Ajinomoto, 
Anheuser-Busch InBev, Diageo, and Reckitt Benckiser. In 
addition, we increased the exposure in several growth companies 
with strong fundamentals that declined along with the rest of the 
market. These companies include ASOS, Eurofins Scientific, 
Euronet Worldwide, Just East, Mobileye, and Norma Group. 
 
We continue to significantly underweight Japanese equities 
across our international and global strategies, as we remain 
cautious in regard to Japan’s growth outlook in the medium to 
longer term, given its significant structural challenges in the 
form of elevated debt levels and a rapidly aging population. 
Though Prime Minister Abe’s growth reforms have made 
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progress in some areas, we remain skeptical that the policies 
will put the country on a sustainable growth path. To date, Mr. 
Abe’s reforms, including the recently introduced three new 
reform “arrows,” have not adequately addressed the rigid labor 
market or immigration, areas we believe remain key to 
sustainably reforming the economy. With limited confidence in 
the country’s growth outlook, a near-term deterioration in the 
demand environment, and valuations that, at best, can be 
described as middling, we maintain our cautious view on 
Japanese equities. 
 
Where we do have exposure to Japan, we continue to focus on 
high quality companies that are either defensive, domestic 
consumption-focused or generate a majority of business from 
overseas markets. Defensive consumption companies should 
perform well, as demand for necessities, such as food and 
healthcare, should hold up well in what we believe will remain 
an uneven domestic growth environment. Meanwhile, 
companies generating a majority of business overseas, such as 
exporters or multinationals, should benefit from better growth 
prospects in foreign markets, as well as the cost advantages 
that come with a weak yen. We focus particularly on 
companies with sustained competitive advantages secured 
through unique technologies or dominant market positions. 
Further, we prefer companies with exposure to developed 
markets, such as the U.S. and Europe, where growth prospects 
are relatively more attractive, and avoid those with high 
reliance on developing economies, where growth is slowing. 
 
Emerging markets are expected to suffer a net outflow of capital 
this year for the first time since 1988, caused by a long-term 
slowdown in economic growth and the prospect of higher U.S. 
interest rates. The Institute of International Finance forecasts net 

capital outflows of $540 billion this year, compared to inflows of 
$32 billion in 2014. Economic growth in emerging markets, Asia 
ex-Japan, and Latin America are expected to be slower than 
earlier forecasts, at +3.6 percent, +5.9 percent and +0.5 percent, 
respectively, on weaker economic growth in China, reversal of 
capital flows, falling commodity prices, and slowing credit 
growth.  
 
Government mishandling of the Chinese equity market, the 
unexpected depreciation of the RMB by the People’s Bank of 
China, continued weak economic data, declining commodity 
prices, and the U.S. Fed’s decision to hold rates steady partly due 
to international developments, all have contributed to investor 
pessimism about China. 
Most recently, MSCI China is trading at less than 9 times forward 
price-earnings, as shown in Exhibit S, a depressed level that 
suggests subsided investor confidence. We believe investor 
concerns over China’s economy are overblown. While there is no 
doubt that the economy has weakened, it is partly due to much 
needed rebalancing. Although it is a delicate task, we believe 
policymakers have enough room to manage the transition without 
significant economic disruptions. 
 
We remain overweight in Greater China across our international 
strategies, and portfolio exposure to China has been focused on 
the rebalancing theme. We have been avoiding the traditional 
industrial areas where growth is challenged and overcapacity 
issues exist. We continue to focus on companies that are 
defensive in nature, consumption/service driven or with positive 
secular themes, and with strong balance sheets and cash 
generation. 
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We remain underweight Australian equities, as economic growth 
remains slow, consumers remain weak and the housing market is 
cooling. The Reserve Bank of Australia is likely to cut interest 
rates to stimulate the economy.  
 
As much of Asia is experiencing the negative impact of slower 
Chinese demand, especially on exports, we like the markets of 
Taiwan and South Korea. The Taiwanese and South Korean 
markets have high technology stock exposure and they should 
benefit from relatively strong developed markets demand. In 
addition, South Korea declared the end of the Middle East 
Respiratory Syndrome (MERS) in July, which should result in 
higher consumer spending and tourism in Korea. Most recently 
we added Korea Electric Power to select portfolios. 
The following table summarizes our current investment outlook 
by geographic region: 
 

Global Strategy 
Region/Country Sentiment Gauge  
   
North America +  
   
Euroland     +/o  
United Kingdom o  
Rest of Europe o  
   
Greater China     o  
Japan      -/o  
Rest of Asia o  
   
Latin America -  
Africa/Middle East o  
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U.S. Securities Markets

Exhibit A                       

   09/30/15 08/31/15 06/30/15 12/31/14 09/30/14  One 
Month 

Three 
Months 

Nine 
Months 

Twelve 
Months 

Dow Jones Industrials 16284.70 16528.03 17619.51 17823.07 17042.90  -1.4% -7.0% -7.0% -2.1% 
S&P 500 1920.03 1972.18 2063.11 2058.90 1972.29  -2.5 -6.4 -5.3 -0.6 
NASDAQ OTC Composite 4620.17 4776.51 4986.87 4736.05 4493.39  -3.3 -7.4 -2.4 2.8 
Russell 1000 1068.46 1100.51 1152.64 1144.37 1096.43  -2.7 -6.8 -5.2 -0.6 
Russell 2000 1100.69 1159.46 1253.95 1204.70 1174.35  -4.9 -11.9 -7.7 1.2 
           

F I X E D  I N C O M E            
BARCLAYS AGGREGATE 1936.43 1923.42 1912.89 1914.87 1881.11  0.7 1.2 1.1 2.9 
BARCLAYS MUNI 1088.05 1080.23 1070.36 1069.13 1054.70  0.7 1.7 1.8 3.2 
           

U.S. TREASURY           

 2-Year Notes 0.63 0.74 0.65 0.67 0.57  -11 b.p. -2 b.p. -4 b.p. +6 b.p. 
 5-Year Notes 1.36 1.55 1.65 1.65 1.76  -19 -29 -29 -40 
 10-Year Notes 2.04 2.22 2.35 2.17 2.49  -18 -31 -13 -45 
 30-Year Bonds 2.85 2.96 3.12 2.75 3.20  -11 -27 +10 -35 
           
A INDUSTRIAL           

 Intermediate Maturity 2.90 2.99 2.78 2.62 2.52  -9 +12 +28 +38 
 Long Maturity 5.09 5.11 5.02 4.52 4.69  -2 +7 +17 +40
           
MORTGAGES           
 Current Coupon 
         GNMA (3.00%) 

 
2.69 

 
2.80 

 
2.92 

 
2.70 

 
2.92 

  
-11 

 
-23 

 
-1 

 
-23 

    
MUNICIPALS           
 Bond Buyer 40-Bond Index 4.38 4.42 4.47 4.27 4.42  -4 -9 +11 -4 

S H O R T  T E R M            

Fed Funds 0.14 0.13 0.12 0.12 0.09  +1 +2 +2 +5 
Primary Discount Rate * 0.75 0.75 0.75 0.75 0.75  -- -- -- -- 
Prime Rate 3.25 3.25 3.25 3.25 3.25  -- -- -- -- 
13-weekTreas. Bills-Disc. -0.01 0.08 0.01 0.04 0.02  -9 -2 -5 -3 

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

Exhibit B             

As of 9/30/15

MSCI World MSCI AC Asia Pacific
MSCI EAFE MSCI Emerging Markets

NORTH AMERICA US$ Local US$ Local US$ Local ASIA PACIFIC REGION US$ Local US$ Local US$ Local
Dow Jones Industrial Avg (1.5) (1.5) (7.6) (7.6) (8.6) (8.6)
S&P 500 (2.5) (2.5) (6.6) (6.6) (5.7) (5.7) Australia (ASX) (4.0) (3.1) (0.9) (15.2) (7.2) (8.6) (19.4) (6.1) (14.2)
NASDAQ (3.3) (3.3) (7.4) (7.4) (2.4) (2.4) Hong Kong (HSI) (3.8) (3.8) 0.0 (20.6) (20.6) 0.0 (11.6) (11.7) 0.1
Canada (TSE) (4.4) (3.7) (0.8) (14.2) (7.9) (6.9) (19.7) (7.0) (13.6) Japan (NIK 225) (6.4) (7.5) 1.2 (11.7) (13.6) 2.2 1.0 0.9 0.1

New Zealand (NZX 50) 0.1 (0.9) 1.0 (7.1) (1.8) (5.4) (17.8) 0.4 (18.2)
Singapore (STI) (5.1) (4.4) (0.8) (19.3) (14.7) (5.3) (20.6) (14.6) (6.8)

EUROPE US$ Local US$ Local US$ Local China (SHGH A) (4.5) (4.8) 0.3 (30.4) (28.6) (2.5) (7.9) (5.7) (2.4)
Austria (ATX) (4.5) (4.1) (0.4) (7.4) (7.6) 0.2 (4.8) 3.2 (7.8) India (BSE 100) 0.7 (0.5) 1.3 (7.4) (4.6) (3.0) (7.2) (3.5) (3.8)
Belgium (BEL 20) (3.8) (3.4) (0.4) (6.2) (6.3) 0.2 (4.1) 3.9 (7.8) Indonesia (JSX) (10.2) (6.3) (4.1) (21.7) (14.0) (9.0) (31.7) (19.2) (15.5)
Finland (OMXH) (3.6) (3.3) (0.4) (7.1) (7.3) 0.2 (8.7) (1.0) (7.8) Korea (KOSPI) 0.9 1.1 (0.2) (10.9) (5.4) (5.9) (5.0) 2.5 (7.3)
France (CAC 40) (4.5) (4.1) (0.4) (6.7) (6.9) 0.2 (1.9) 6.3 (7.8) Malaysia (KLSE) (4.0) 0.5 (4.5) (18.5) (5.0) (14.2) (26.8) (8.0) (20.5)
Germany (DAX) (6.2) (5.8) (0.4) (11.6) (11.7) 0.2 (9.1) (1.5) (7.8) Philippines (PSE) (2.9) (2.9) 0.0 (12.1) (8.9) (3.5) (8.8) (4.7) (4.3)
Greece (ATHEX) 4.4 4.8 (0.4) (17.8) (18.0) 0.2 (27.0) (20.8) (7.8) Taiwan (TAIEX) (1.1) 0.1 (1.2) (17.8) (12.2) (6.3) (15.6) (12.1) (4.0)
Ireland (ISEQ) (4.1) (3.7) (0.4) 0.2 0.0 0.2 8.9 18.0 (7.8) Thailand (SET) (3.6) (2.4) (1.2) (16.6) (10.3) (6.9) (18.4) (9.9) (9.4)
Italy (S&P/MIB) (3.0) (2.6) (0.4) (4.7) (4.9) 0.2 6.0 14.9 (7.8)
Netherlands (AEX) (5.7) (5.3) (0.4) (10.0) (10.2) 0.2 (6.3) 1.6 (7.8)
Portugal (PSI) (4.2) (3.8) (0.4) (8.7) (8.9) 0.2 (1.0) 7.3 (7.8)
Spain (IBEX 35) (7.1) (6.8) (0.4) (10.5) (10.7) 0.2 (12.3) (4.9) (7.8) LATIN AMERICA US$ Local US$ Local US$ Local

Argentina (MERVAL) (12.3) (11.0) (1.4) (18.8) (15.8) (3.6) 2.8 14.4 (10.1)
Denmark (OMXC 20) (2.6) (2.3) (0.3) (2.2) (2.4) 0.2 14.1 23.9 (7.9) Brazil (IBOV) (11.6) (3.4) (8.5) (33.8) (15.1) (22.0) (39.8) (9.9) (33.2)
Norway (OSE) (4.4) (2.7) (1.7) (16.0) (8.9) (7.8) (13.1) (1.1) (12.1) Chile (IPSA) (4.4) (3.7) (0.7) (12.8) (4.9) (8.3) (16.8) (4.3) (13.0)
Sweden (OMXS A-S) (3.3) (4.4) 1.2 (6.8) (5.8) (1.1) (6.3) 0.4 (6.7) Mexico (IPC) (3.5) (2.5) (1.0) (12.4) (5.4) (7.4) (14.1) (1.2) (13.0)
Switzerland (SMI) (4.5) (3.5) (1.0) (7.3) (3.0) (4.4) (3.6) (5.2) 1.7 Peru (BVL) (2.6) (3.0) 0.4 (24.5) (23.5) (1.3) (37.3) (32.2) (7.6)
United Kingdom (FTSE) (4.4) (2.9) (1.5) (9.7) (6.1) (3.7) (7.8) (4.9) (2.9)

Czech Rep (PX) (6.0) (5.2) (0.9) (0.6) (1.1) 0.5 (3.5) 2.6 (5.9)
Poland (WIG) (3.6) (2.8) (0.8) (7.6) (6.6) (1.1) (9.5) (3.1) (6.6) AFRICA/MIDDLE EAST US$ Local US$ Local US$ Local
Turkey (ISE100) (5.1) (1.3) (3.9) (20.2) (9.8) (11.5) (33.2) (13.4) (22.8) Israel (TA-100) (7.1) (7.3) 0.2 (9.6) (5.9) (3.9) 1.4 2.2 (0.9)
Russia (RTS) (5.3) (5.3) 1.7 (16.0) (16.0) (15.1) (0.1) (0.1) (8.5) Morocco (MADEX) (2.8) (2.6) (0.2) (5.1) (5.0) (0.1) (11.7) (5.1) (7.0)

Pakistan (KSE 100) (7.3) (7.0) (0.3) (8.6) (6.1) (2.6) (3.3) 0.5 (3.8)
South Africa (FTSE-JSE) (3.2) 1.0 (4.1) (14.1) (2.1) (12.2) (13.5) 3.4 (16.3)

% Chg

Currency
% Chg

MTD
Market % Chg Currency

% Chg

MTD
Market % Chg Currency
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MTD
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Domestic Market Performance

Exhibit C              

1 Mo. 3 Mos. 6 Mos. 12 Mos. 1 Mo. 3 Mos. 6 Mos. 12 Mos.
LARGE CAP LARGE CAP

Dow Jones Industrial Avg (1.4) % (7.0) % (7.3) % (2.1) % Russell 1000 Growth (2.5) % (5.3) % (5.2) % 3.2 %
S&P 500 (2.5) (6.4) (6.2) (0.6) Russell 1000 Value (3.0) (8.4) (8.3) (4.4)
Russell 1000 Index (2.7) (6.8) (6.7) (0.6)

SMALL/MEDIUM CAP MID CAP
NASDAQ OTC Comp.* (3.3) (7.4) (5.7) 2.8 Russell Midcap Growt (3.9) (8.0) (9.0) 1.4
S&P MidCap Index (3.2) (8.5) (9.5) 1.8 Russell Midcap Value (3.3) (8.0) (9.8) (2.1)
Russell 2000 Index (4.9) (11.9) (11.5) 1.2

FIXED INCOME SMALL CAP
Barclays Agg. Bond Index 0.7 1.2 (0.5) 2.9 Russell 2000 Growth (6.3) (13.1) (11.3) 4.0
Barclays Muni Bond Index 0.7 1.7 0.7 3.2 Russell 2000 Value (3.5) (10.7) (11.8) (1.6)

TOTAL RETURNS TO 9/30/15

*Price Only
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Quarterly Dollar Changes in Real GDP

Exhibit D             

1Q13 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Q14 1Q15 2Q15 2Q15 2Q15
Rev. Rev. Rev. Rev. Rev. Final Final Final Final Adv. Pre. Final

Personal Consumption Exp. $65.0 $36.1 $44.6 $91.5 $34.3 $101.6 $92.3 $114.7 $48.0 $80.5 $85.2 $97.7
Nonresid. Fixed Invs. 19.3 5.0 17.4 42.4 41.4 22.9 46.5 3.7 8.6 -3.3 17.1 22.1
Residential Invs. 10.1 10.4 5.7 -10.1 -3.3 11.8 4.1 11.7 12.2 8.3 9.7 11.6
Inventory Change 9.7 14.4 54.0 -6.4 -50.3 40.2 2.8 -1.7 34.6 -2.8 8.3 0.7
Net Exports 0.1 -8.3 5.9 46.8 -52.5 -9.3 14.2 -34.5 -77.5 4.9 8.5 6.6
Government -33.5 -14.7 -16.0 -19.6 -0.1 8.1 12.7 -10.2 -0.5 5.5 18.4 18.3
Residual 2.2 0.1 2.6 2.5 -6.1 1.3 -5.3 -1.1 0.5 0.0 -0.2 -0.8
Total $72.9 $43.0 $114.2 $147.1 -$36.6 $176.6 $167.3 $82.6 $25.9 $93.1 $147.0 $156.2

% Change in Real GDP (ann.) 1.9% 1.1% 3.0% 3.8% -0.9% 4.6% 4.3% 2.1% 0.6% 2.3% 3.7% 3.9%

% Change in Real Final Sales (ann.) 1.6% 0.7% 1.5% 4.0% 0.4% 3.5% 4.3% 2.1% -0.1% 2.4% 5.7% 6.2%

% Change in GDP Deflator (ann.) 1.6% 1.0% 1.9% 1.7% 1.6% 2.2% 1.6% 0.1% 0.1% 2.0% 2.1% 2.1%

Dollars (Bill) of Real GDP Change
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Broad-Based U.S. Inflation Measures Remain Controlled

Exhibit E             
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U.S. Dollar Exchange Rate Trends Versus Major Currencies

Exhibit F               

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.

Exchange 
Rate

Year-Over-
Year % 
Change

6-Month    
Rate of 
Change 

Annualized

Exchange 
Rate

Year-Over-
Year % 
Change

6-Month    
Rate of 
Change 

Annualized

Exchange 
Rate

Year-Over-
Year % 
Change

6-Month    
Rate of 
Change 

Annualized

Exchange 
Rate

Year-Over-
Year % 
Change

6-Month    
Rate of 
Change 

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    3.1     1.7     89.14    15.8     32.1     
March 72.98    3.1%    5.2%    76.29    4.5     10.4     76.63    0.4     1.6     91.67    19.6     32.6     
April 72.85    4.8%    3.6%    76.26    4.7     9.8     76.38    0.2     3.5     90.87    19.0     26.4     
May 73.95    6.3%    4.8%    76.96    4.1     9.2     76.24    -0.9     0.5     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%    13.5     
July 75.24    9.0%    5.2     77.22    2.6     10.0     76.33    -1.2     -2.0     91.65    20.1%    10.0     
August 74.27    7.6%    5.5     76.32    2.8     4.5     77.55    1.6     1.5     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     91.71    15.2%    0.1     
October 72.78    1.7%    -0.2     75.07    3.1     -3.1     80.83    7.7     12.0     
November 73.65    2.0%    -0.8     76.06    3.3     -2.3     82.78    8.8     17.9     
December 73.18    -0.1%    -4.9     76.23    4.2     0.0     84.21    10.5     21.3     

Average 73.52    3.7     75.91    3.3     78.42    3.3     90.36    15.2     

2012 2013 2014 2015

Country or Region Weights (10/20/14):   Euro Area: 38.1%    Canada: 29.5%    Japan: 16.1%    U.K.: 7.8%    Switzerland: 4.0% Australia: 2.9%    Sweden: 1.6%                      
Currency Appreciation (Y-T-D through 9/30/15): Euro Area: -7.1%    Canada: -12.5%    Japan: +0.3%    U.K.: -1.6%    Switzerland: +2.4%    Australia: -13.5%    Sweden: -5.9%
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U.S. Economic Assumptions

Exhibit G               

  2014  2015  2016E 
  1Q 2Q 3Q 4Q  1Q 2Q 3QE 4QE 1Q 2Q 3Q 4Q 

QUARTERLY DATA (% CHANGE)             

Real GDP (New) -0.9 4.6 4.3 2.1 0.6 3.9 2.5 3.0 2.5 2.5 2.5 2.5 
 (Qtr. to Qtr. Ann.)             
S&P 500 Reported Profits 2.7 9.1 11.5 -13.8 -12.3 -16.0 -4.2 24.7 26.6 28.3 16.8 13.5 
     (Year-over-Year)             
Consumer Price Index 1.4 2.1 1.8 1.2 -0.1 0.0 0.2 1.5 2.8 2.3 2.7 3.0 
 (Year-over-Year)             

LEVELS (QUARTERLY 
AVERAGE) 

            

Unemployment Rate 6.7 6.2 6.1 5.7 5.6 5.4 5.2 5.1 5.0 5.0 5.0 5.0 
Prime Rate 3.3 3.3 3.3 3.3 3.3 3.3 3.3 3.3 3.5 3.8 4.1 4.3 
13-week Treasury Bills-Disc. 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.5 0.8 1.1 1.4 1.7 
10-year Treasury Bonds-Yield 2.8 2.6 2.5 2.3 2.0 2.2 2.2 2.3 2.6 2.8 2.9 3.1 
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Expected Range Of Future U.S. Fixed Income Returns

Exhibit H             

From September 30, 2015 
 

    T I M E  H O R I Z O N  

    6  Months  1  Year   3 Yrs (Ann. Return) 
Risk Level/ Representative Issue  Interest Rate Forecast  Terminal  

Yield 
Total 

Return 
 Terminal  

Yield 
Total 

Return 
 Terminal  

Yield 
Total 

Return 

LOW RISK            

2 yr. Constant Mat. Tsy.  Pessimistic   1.50%  -1.4%   2.50%  -3.0%   4.00%  -1.5% 
Present YTM 0.63%  Most Likely   1.00  -0.4   1.25  -0.6   3.00  -0.9 

  Optimistic   0.25  1.1   0.50  0.9   2.00  -0.3 
            

INTERMEDIATE  RISK            

5 yr. Constant Mat. Tsy.  Pessimistic   2.75  -5.8   3.50  -8.4   5.00  -4.1 
Present YTM 1.36%  Most Likely   2.00  -2.4   2.50  -4.0   4.00  -2.6 

  Optimistic   1.00  2.4   1.00  3.1   3.00  -1.2 
            

MEDIUM RISK            

10 yr. Constant Mat. Tsy.  Pessimistic   3.75  -13.1   4.00  -14.0   5.50  -7.2 
Present YTM 2.04%  Most Likely   2.75  -5.2   3.00  -6.2   4.50  -4.7 

  Optimistic   2.25  -0.9   2.00  2.4   3.50  -2.0 
            

HIGH RISK            

30 yr. Constant Mat. Tsy.  Pessimistic   4.50  -25.6   4.75  -27.3   6.00  -13.3 
Present YTM 2.85%  Most Likely   3.25  -6.2   3.50  -9.1   5.00  -8.9 

  Optimistic   2.50  8.8   2.25  15.9   4.00  -3.9 
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Source:  Factset Research Systems and Sit Investment Associates, Inc., September 30, 2015

Domestic Fixed Income Market Performance

Exhibit I              

1 Mo. 3 Mos. 6 Mos. 12 Mos. 1 Mo. 3 Mos. 6 Mos. 12 Mos.
BARCLAYS INDEX BARCLAYS INDEX

Aggregate 0.7 % 1.2 % (0.5) % 2.9 % Municipal 0.7 % 1.7 % 0.7 % 3.2 %
Treasury 0.9 1.8 0.2 3.8 5-year Municipal 0.6 1.2 1.0 1.9
Agency 0.6 1.1 0.5 2.8 Long (22+ Years) 0.7 2.1 0.4 4.4
Corporate 0.7 0.8 (2.4) 1.7 Revenue 0.7 1.7 0.7 3.5
CMBS 1.2 1.5 0.5 3.7 Electric 0.7 1.7 0.9 3.2
Asset-Backed 0.5 0.7 0.9 2.4 Hospital 0.7 1.8 0.8 4.8
Mortgage Pass-Through 0.6 1.3 0.6 3.4 Housing 0.5 1.2 0.8 3.7
5-Year Treasury 1.0 1.7 1.0 3.9 IDR/PCR 0.6 1.4 0.3 3.3

Transportation 0.7 1.8 0.8 3.6
Education 0.7 1.8 0.8 3.4
Water/Sewer 0.7 1.8 0.9 3.6
Resource Recovery 0.8 1.4 1.0 3.8
Leasing 0.9 1.4 0.1 2.1
Special Tax 0.7 1.7 0.8 3.1
General Obligation 0.8 1.7 0.8 2.8
Prerefunded 0.4 0.9 0.7 1.2
Insured 0.6 1.3 1.1 3.3

Muni Aaa 0.7 1.6 0.9 2.6
Muni Aa 0.7 1.7 0.9 3.1
Muni A 0.8 1.7 0.6 3.4
Muni Baa 0.7 1.1 0.1 4.0

TOTAL RETURNS TO 9/30/15
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Source:  Bloomberg, The World Bank and Sit Investment Associates, Inc., October 7, 2015

Global Economic Assumptions

Exhibit J              

GDP GROWTH INFLATION
2014-2018 2014-2018

2014A 2015E 2016E (5 Yr CAGR) 2014A 2015E 2016E (5 Yr AVG)
Global Economy 2.7%  2.8%  2.9%  2.8%  2.2%  1.8%  2.6%  2.4%  
United States 2.4      2.6      2.7      2.5      1.6      0.4      2.7      2.1      
Euro Area 0.9      1.5      1.8      1.6      0.4      0.0      1.0      0.7      
United Kingdom 2.8      2.6      2.4      2.5      1.5      0.1      1.3      1.1      
Japan (0.1)     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      2.5      2.8      2.8      
Latin America 0.8      0.1      0.5      0.5      8.5      10.0      9.5      9.4      

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

10-Year Bond Yields Exchange Rates

2013 2014 2013 2014

12/31A 12/31A 9/30A 12/31E 12/31A 12/31A 9/30A 12/31E

United States 3.0%   2.2%   2.0%   2.5%   Euro ($/€) 1.37 1.21 1.12 1.05

Euro (Germany) 1.9       0.5       0.6       0.5       Japan  (¥/$) 105 120 120 125

Japan 0.7       0.3       0.4       0.5       UK ($/₤) 1.66 1.56 1.51 1.50

United Kingdom 3.0       1.8       1.8       2.0       

2015 2015
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The European Central Bank Balance Sheet & Asset Purchases

Exhibit K             
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EUROSYSTEM (ECB) TOTAL ASSETS- €T

Source: European Central Bank 

Instrument
Reference 

date
Outstanding 
amount (* )

Covered bond purchase programme 9/25/15 22,158

Securities market programme 9/25/15 127,580

Covered bond purchase programme 2 9/25/15 10,475

Covered bond purchase programme 3 9/25/15 120,255

ABS purchase programme 9/25/15 12,765

Public sector purchase programme 9/25/15 337,879

631,112

*  At amortised cost (in €mn)

Source: European Central Bank

EUROPEAN CENTRAL BANK OUTRIGHT OPERATIONS
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Source:  Credit Suisse, September 25, 2015 and Financial Times, September 30, 2015

Japan’s Growth Outlook Impacted by Elevated Exposure to Slowing
Economies and Softening Domestic Consumption

Exhibit L             
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Source:  BCA Research, September 25, 2015

China Shifting Toward a More Service Driven Economy

Exhibit M              
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Source:  BCA Research, September 25, 2015

Chinese Manufacturing Is Weakening While Service Sector Is Holding Up

Exhibit N             
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Source:  BCA Research, August 2015

Private Debt Has Risen Significantly in Emerging Markets

Exhibit O              
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Source:  Deutsche Bank Research, October 2015

Corporate Debt Has Risen Significantly, But More Of It
Is Denominated in Local Currency

Exhibit P              
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Domestic Equity Characteristics

Exhibit Q           

September 30, 2015

Sit Large Cap 
Growth

Sit Mid Cap 
Growth

Sit Small Cap 
Growth

Sit Dividend 
Growth

Sit Small Cap 
Dividend 
Growth

Russell 1000 
Growth S&P 500

Earnings Outlook - Strong Growth 1

2014 Projected Gain +23.3%    +24.3%    +22.7%    +18.2%    +15.8%    +18.5%    +12.7%    
2015 Projected Gain +11.5%    +17.7%    +22.4%    +8.8%    +14.4%    +12.8%    +7.0%    

  
5-Year Projected Growth +13.4%    +16.4%    +15.2%    +9.6%    +11.0%    +14.7%    +10.9%    

Dividend Yield

Total Fund +1.8%    +1.0%    +0.8%    +2.8%    +2.8%    +1.7%    +2.3%    

Implied Return

5-Year Growth & Yield -
Equity Only +15.0%    +17.3%    +16.0%    +12.2%    +13.4%    +16.3%    +13.1%    
(Assumes no Change in P/E Ratio)

Wtd Avg Price/Earnings Ratio 2

FY1 Calendar P/E 20.0x    21.7x    23.7x    17.9x    19.7x    21.6x    19.2x    
FY2 Calendar P/E 18.6x    21.0x    21.6x    15.4x    16.9x    21.3x    18.1x    

Median Price/Earnings Ratio 2

FY1 Calendar P/E 16.5x    17.7x    18.4x    15.8x    15.9x    18.7x    17.2x    
FY2 Calendar P/E 15.0x    16.3x    16.6x    14.6x    14.1x    16.8x    15.8x    

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

FY1 Calendar PEG 1.6x    1.6x    1.7x    2.0x    2.1x    1.9x    2.0x    
FY2 Calendar PEG 1.5x    1.4x    1.5x    1.9x    1.8x    1.7x    1.8x    

Wtd Avg Mkt Cap ($ Million) $111,453    $17,967    $6,869    $92,635    $3,292    $126,273    $127,291    

Footnotes:
(1) Excludes stocks with P/E over 200x and earnings growth rates greater than 300%
(2) Excludes stocks with P/E over 200x
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Euro Area Exports & Top Trading Partners

Exhibit R            

2010 2011 2012 2013 2014

Austria 51.0 53.7 53.8 53.2 53.2
Belgium 76.4 81.6 82.3 82.2 84.0
European Union 38.5 41.4 42.6 42.9 43.0
Euro Area 38.8 41.7 43.5 43.8 44.4
Finland 38.7 39.2 39.5 39.0 37.9
France 26.0 27.8 28.5 28.5 28.7
Germany 42.3 44.8 46.0 45.5 45.7
Italy 25.2 27.0 28.6 28.9 29.6
Netherlands 72.0 77.4 81.9 82.6 82.9
Norway 39.8 41.3 40.6 38.8 38.3
Spain 25.5 28.8 30.3 31.6 32.0
Sweden 46.2 46.7 46.3 43.8 44.5
Switzerland 64.2 65.8 67.1 72.2 N/A
United Kingdom 28.7 30.9 30.2 30.1 28.3

Source: Eurostat

EXPORTSOF GOODS & SERVICES(% OF GDP)
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Source:  Goldman Sachs, October 2, 2015

Stock Valuations At Depressed Levels in China

Exhibit S             


