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 Market returns were broadly negative across major equity and fixed income
indices as we finished a highly volatile 1st quarter of 2018. Broad domestic and
international equity markets pulled back modestly following a very strong 2017.
Fixed income indices also posted negative results, producing returns in-line
with those of equities during the quarter. However, when viewed over the past
1-year period, returns remain positive for major indices as improving
macroeconomic data and robust corporate earnings worldwide outweighed the
near-term market uncertainty. The US stock market represented by the
Russell 3000 Index returned -0.6% and 13.8% for the quarter and 1-year
period respectively. While the Russell 3000 outperformed the international
MSCI ACWI ex US Index during the 1st quarter, international stocks have
performed better over the last 12 months. While the US economy continues to
show signs of expansion, investors focused on the future path of Federal
Reserve (Fed) monetary policy and the emergence of new protectionist trade
policies from the Trump administration during the quarter.

 International equity market benchmarks were mixed with developed markets
posting modestly negative returns and emerging markets earning a slightly
positive result. This is a continuation of the 2017 trend of emerging market
outperformance relative to developed market equities. Emerging market stocks
returned 1.4% and 24.9% over the quarter and 1-year period respectively.
While the developed market MSCI EAFE Index lost ground through the 1st

quarter, returning -1.5%, it still posted solid gains over the 1-year period
returning 14.8%, narrowly outpacing major US indices. The strength in
fundamentals abroad, ongoing US Dollar (USD) weakness and relatively
accommodative global central bank policies continue to act as a tailwind to
international markets relative to their US counterparts. Consequently, as the
global recovery continues to take hold, international central banks have started
to telegraph a greater likelihood of reduced stimulus in the future. Many
international markets also saw their returns influenced, both positively and
negatively, by ongoing political developments throughout the quarter.

 Interest rates on the US Treasury Yield Curve ended the 1st quarter of 2018
higher across all maturities. The movement in rates was considerable during
the quarter as markets reacted to the greater likelihood of increasing inflation
and a more restrictive than expected US monetary policy going forward. The
Fed followed suit by increasing short-term interest rates by 25 basis points at
their March meeting, the third increase in the last 12 months. The rising
interest rate environment negatively impacted fixed income market returns for
the quarter. The Bloomberg Barclays US Aggregate Index fell -1.5% for the
quarter, but managed a positive 1.2% return for the 1-year period. Corporate
credit reversed its 2017 trend of outperformance relative to other investment
grade sectors returning -2.3% during the 1st quarter as credit spreads began to
widen.

Source: Investment Metrics

The Market Environment
Major Market Index Performance

As of March 31, 2018
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Source: Investment Metrics

The Market Environment
Domestic Equity Style Index Performance

As of March 31, 2018

 US equity index returns were mixed across the style and capitalization
spectrum to start 2018 with growth indices being the best performers. Markets
were highly volatile throughout the quarter. Investors initially cheered the
passage of the republican party tax reforms containing reductions to both
individual and corporate income tax rates, increasing expectations for
consumer spending and corporate earnings going forward. However, high US
wage growth in January raised investor concerns that inflation could be picking
up more quickly than the market expected, and would therefore require
increased Fed action to prevent overheating of the economy. Market volatility
rose and the S&P 500 Index had its first correction since 2015, falling over
10%. The market began a recovery from its February low as later economic
releases made it appear that fears over inflation had likely been overstated.
However, volatility returned in March when the Trump administration
announced a series of protectionist tariff policies, with emphasis placed on
China, increasing the potential for a global trade war. Despite the considerable
market volatility, most US economic data was positive during the quarter and
congress passed a new federal budget deal that will increase government
spending by about $300 billion over the next two years which can be used to
stimulate the economy over the short-term.

 During the quarter, small cap stocks outperformed mid and large cap equities.
The small cap Russell 2000 Index returned -0.1% during the period, while the
large cap Russell 1000 Index returned -0.7%. The opposite was true over the
1-year period as large cap names were the best performers. The Russell 1000
returned 14.0% over the trailing year while the Russell 2000 posted a return of
11.8%. This large cap outperformance can be partially explained by their
greater exposure to foreign markets relative to small cap companies. This can
be especially beneficial during periods of USD weakness, such as that
experienced over the last year. Large cap companies generate more revenue
outside of the US which can expose them to faster growing markets, foreign
tax benefits or strengthening foreign currencies.

 Growth indices outperformed value indices across the market cap spectrum for
the fifth straight quarter and were all able to post a positive return for the 1st

quarter of 2018. Performance for growth indices more than doubled value
index performance for each respective cap segment for the year. Growth
benchmarks benefitted from larger exposures to more cyclical names within
the information technology, consumer discretionary, health care and industrials
sectors. They also benefitted from underweights to more defensive “bond
proxy” sectors such as REITs, utilities and telecom. Lower exposure to the
energy sector also acted as tailwind to growth benchmarks.
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The Market Environment
GICS Sector Performance & (Sector Weight)

As of March 31, 2018

Source: Morningstar Direct

 Sector performance was largely negative across large cap sectors for the 1st

quarter of 2018. Only two of eleven sectors had positive returns for the quarter
and only three of eleven economic sectors outpaced the Russell 1000 Index
return. Cyclical sectors tended to do well through the quarter with the higher
yielding bond proxy sectors lagging on a relative basis as interest rates rose
sharply during the period. Technology stocks continued their 2017 gains over
the quarter, gaining 3.9% and consumer discretionary stocks performed well
on the back of a strong holiday season earning a 2.4% return. The largest
detractors for the quarter were the more defensive telecom services,
consumer staples and real estate sectors which returned -7.4%, -6.8% and -
5.9% respectively. Over the trailing 1-year period, technology was the best
performing sector by a relatively wide margin returning an impressive 28.2%.
Consumer discretionary and financials also returned greater than 15%. Seven
of eleven large cap economic sectors posted positive returns for the 1-year
period with six posting double digit returns. Telecom services was the largest
underperformer losing -5.3%. The three other sectors with negative returns for
the trailing year (real estate, energy and consumer staples) fell by less than
1.0%.

 Small cap sector results were mixed relative to their large capitalization
counterparts. Only three of eleven economic sectors outpaced the Russell
2000 Index return for the quarter and posted positive results for the period.
Like the large cap index sector performance, higher dividend yielding sectors
also tended to trail more economically sensitive sectors. Technology was the
best performing sector returning 6.4%. However, there were several notable
differences, particularly in consumer discretionary and energy where there was
significant underperformance relative to their large cap counterparts. Small
cap sectors trailed large cap sectors in those two categorizations by over 5.0%
during the quarter. Similarly, the small cap health care sector had much
stronger performance than the large cap health care sector posting a 6.2%
gain for the quarter. Over the 1-year period, nine of eleven sectors have
posted gains with four of eleven sectors having returns greater than 10%.
Health care stocks were the best performers within the Russell 2000 for the
year returning a solid 28.0%. Energy and real estate were the only Russell
2000 sectors to post a negative return, falling -19.1% and -4.1% respectively.

 Using S&P 500 sector valuations as a proxy for the market, forward P/E ratios
for eight of the GICS sectors were higher than their long-term averages at
quarter-end. Using these historical P/E measures, the utilities, materials and
energy sectors appear the most extended. In contrast the telecommunications,
technology and health care sectors were trading at a discount to their long-
term average P/E ratios.
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The Market Environment
Top 10 Index Weights & Quarterly Performance for the Russell 1000 & 2000

As of March 31, 2018

Source: Morningstar Direct

Top 10 Weighted Stocks Top 10 Weighted Stocks

Russell 1000 Weight 1-Qtr 
Return

1-Year 
Return Sector Russell 2000 Weight 1-Qtr 

Return
1-Year 
Return Sector

Apple Inc 3.41% -0.5% 18.6% Information Technology bluebird bio Inc 0.52% -4.1% 87.8% Health Care
Microsoft Corp 2.74% 7.2% 41.5% Information Technology MGIC Investment Corp 0.49% -7.9% 28.3% Financials
Amazon.com Inc 2.33% 23.8% 63.3% Consumer Discretionary Sterling Bancorp 0.49% -8.1% -3.7% Financials
Berkshire Hathaway Inc B 1.54% 0.6% 19.7% Financials Wintrust Financial Corp 0.49% 4.7% 25.5% Financials
JPMorgan Chase & Co 1.52% 3.4% 28.0% Financials Umpqua Holdings Corp 0.48% 3.9% 25.1% Financials
Facebook Inc A 1.51% -9.4% 12.5% Information Technology Idacorp Inc 0.45% -2.7% 9.2% Utilities
Johnson & Johnson 1.38% -7.7% 5.5% Health Care Hancock Holding Co 0.44% 4.9% 15.8% Financials
Exxon Mobil Corp 1.27% -9.9% -5.5% Energy LivaNova PLC 0.44% 10.7% 80.6% Health Care
Alphabet Inc C 1.25% -1.4% 24.4% Information Technology WGL Holdings Inc 0.44% -2.0% 3.8% Utilities
Alphabet Inc A 1.24% -1.5% 22.3% Information Technology Radian Group Inc 0.42% -7.6% 6.1% Financials

Top 10 Performing Stocks (by Quarter) Top 10 Performing Stocks (by Quarter)

Russell 1000 Weight 1-Qtr 
Return

1-Year 
Return Sector Russell 2000 Weight 1-Qtr 

Return
1-Year 
Return Sector

XL Group Ltd 0.06% 57.8% 41.6% Financials Atara Biotherapeutics Inc 0.13% 115.5% 89.8% Health Care
Abiomed Inc 0.05% 55.3% 132.4% Health Care Iovance Biotherapeutics Inc 0.12% 111.3% 126.8% Health Care
Netflix Inc 0.48% 53.9% 99.8% Consumer Discretionary Cambium Learning Group Inc 0.01% 97.2% 128.6% Consumer Discretionary
Validus Holdings Ltd 0.02% 44.6% 23.1% Financials G1 Therapeutics Inc 0.01% 86.7% N/A Health Care
Herbalife Ltd 0.02% 43.9% 67.6% Consumer Staples Arsanis Inc 0.00% 79.4% N/A Health Care
Agios Pharmaceuticals Inc 0.02% 43.0% 40.0% Health Care Eastman Kodak Co 0.00% 72.6% -53.5% Information Technology
Match Group Inc 0.01% 41.9% 172.1% Information Technology American Public Education Inc 0.07% 71.7% 87.8% Consumer Discretionary
Square Inc A 0.05% 41.9% 184.7% Information Technology Infinera Corp 0.16% 71.6% 6.2% Information Technology
CSRA Inc 0.03% 38.6% 43.0% Information Technology Novavax Inc 0.04% 69.4% 64.1% Health Care
DST Systems Inc 0.02% 34.8% 37.9% Information Technology WMIH Corp 0.03% 67.2% -2.1% Financials

Bottom 10 Performing Stocks (by Quarter) Bottom 10 Performing Stocks (by Quarter)

Russell 1000 Weight 1-Qtr 
Return

1-Year 
Return Sector Russell 2000 Weight 1-Qtr 

Return
1-Year 
Return Sector

Colony NorthStar Inc A 0.01% -49.8% -52.7% Real Estate Dermira Inc 0.01% -71.3% -76.6% Health Care
Weatherford International PLC 0.01% -45.1% -65.6% Energy Ascent Capital Group Inc A 0.00% -68.0% -74.0% Consumer Discretionary
Akorn Inc 0.01% -41.9% -22.3% Health Care Roadrunner Transportation Systems Inc 0.01% -67.1% -63.0% Industrials
Universal Display Corp 0.02% -41.5% 17.4% Information Technology Tintri Inc 0.00% -66.5% N/A Information Technology
Macquarie Infrastructure Corp 0.01% -40.3% -49.7% Industrials Westmoreland Coal Co 0.00% -66.1% -97.2% Energy
Patterson Companies Inc 0.01% -38.0% -49.6% Health Care Protagonist Therapeutics Inc 0.01% -58.7% -32.9% Health Care
Mallinckrodt PLC 0.01% -35.8% -67.5% Health Care RAIT Financial Trust 0.00% -56.9% -94.5% Real Estate
L Brands Inc 0.04% -35.8% -14.5% Consumer Discretionary Ultra Petroleum Corp 0.08% -54.0% -67.4% Energy
OPKO Health Inc 0.00% -35.3% -60.4% Health Care Melinta Therapeutics Inc 0.01% -53.2% -60.5% Health Care
Coherent Inc 0.02% -33.6% -8.9% Information Technology Tetraphase Pharmaceuticals Inc 0.02% -51.3% -66.6% Health Care
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Source: MSCI Global Index Monitor (Returns are Net)

 Similar to domestic equities, broad international equity returns pulled back
during the 1st quarter. Performance was largely driven by the same catalysts
as the US equity markets, as global macroeconomic data remained generally
positive. US investors in international markets had a currency effect tailwind as
the USD continued its 2017 fall, weakening against most other currencies
during the 1st quarter. The MSCI ACWI ex US Index lost -1.2% in USD terms
and -3.1% in local currency terms. Emerging markets were a bright spot for the
quarter with the MSCI Emerging Markets Index finishing with a slight gain. The
returns over the 1-year period are substantially better with MSCI ACWI ex US
returning 16.5% in USD terms and 8.9% in local currency terms.

 Results for developed market international indices were negative to start 2018
in both USD and local currency terms with the MSCI EAFE Index returning -
1.5% and -4.3% respectively. Investors ignored broadly positive global
economic data, focusing their attention on US monetary policy uncertainty and
the outlook for global trade relations. There were several newsworthy political
events during the quarter. In Europe, Italian elections resulted in a hung
parliament with the populist Five Star Movement winning the largest number of
seats. There is currently no clear path for a coalition government to be formed
and it is possible elections may need to be re-held. In contrast, German
Chancellor Merkel succeeded in forming a “grand coalition” government during
March. In the UK, continued progress was made on “Brexit” as the UK and
European Union were able to agree to initial terms on a transition period
following the UK’s separation that should allow for an orderly withdrawal. In
Japan, Prime Minister Abe was engulfed in a scandal regarding a discounted
land sale to a school operator with ties to his wife and its subsequent coverup.
The MSCI EAFE Index returned 14.8% and 5.3% for the last twelve months in
USD and local currency terms respectively.

 The MSCI Emerging Market Index outperformed developed markets for the 1st

quarter, posting a narrow gain of 1.4% and 0.7% in USD and local currency
terms respectively. While emerging markets were also affected by the rise in
global market volatility, strong GDP and corporate earnings growth combined
with USD weakness helped them to finish the quarter ahead. China modestly
outperformed despite late quarter trade tensions with the US. Brazil was the
index’s strongest performer, returning 12.4% in USD terms, after former
President Lula da Silva had a corruption and money laundering conviction
upheld, likely preventing him from running for office again and opening the
door for future economic reforms. Russian equities also performed well after
Standard & Poor’s raised the countries credit rating to investment grade for the
first time in over a decade citing prudent policy responses to sanctions and
falling commodity prices. Indian stocks underperformed after fraud allegations
emerged at a state-run bank. One year returns for the MSCI Emerging Market
Index were 24.9% in USD terms and 22.0% in terms of local currency.

The Market Environment
International and Regional Market Index Performance (Country Count)

As of March 31, 2018
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The Market Environment
US Dollar International Index Attribution & Country Detail

As of March 31, 2018

Source: MSCI Global Index Monitor (Returns are Net in USD)

MSCI-EAFE MSCI-ACWIxUS Quarter 1- Year
Country Weight Weight Return Return
Japan 24.6% 16.8% 0.8% 19.6%
United Kingdom 17.3% 11.8% -3.9% 11.9%
France 10.9% 7.5% 0.3% 20.4%
Germany 9.7% 6.6% -3.6% 13.6%
Switzerland 7.8% 5.3% -4.3% 8.2%
Australia 6.6% 4.5% -6.2% 1.4%
Netherlands 3.7% 2.5% 1.0% 19.9%
Hong Kong 3.6% 2.5% -1.4% 18.4%
Spain 3.2% 2.2% -1.7% 8.8%
Sweden 2.7% 1.8% -2.4% 7.6%
Italy 2.5% 1.7% 5.4% 27.5%
Denmark 1.8% 1.2% -1.5% 25.1%
Singapore 1.4% 0.9% 2.8% 22.8%
Belgium 1.1% 0.8% 0.5% 13.3%
Finland 1.0% 0.7% 8.2% 23.5%
Norway 0.7% 0.5% 2.3% 29.3%
Ireland 0.5% 0.3% -5.9% 7.2%
Israel 0.5% 0.3% -5.3% -8.4%
Austria 0.3% 0.2% 2.2% 48.5%
New Zealand 0.2% 0.1% -5.1% 4.0%
Portugal 0.2% 0.1% 3.1% 17.9%
Total EAFE Countries 100.0% 68.3% -1.5% 14.8%
Canada 6.2% -7.4% 4.9%
Total Developed Countries 74.5% -2.0% 13.9%
China 7.6% 1.8% 38.9%
Korea 3.9% -0.5% 25.4%
Taiwan 3.0% 5.7% 20.6%
India 2.1% -7.0% 10.2%
Brazil 1.9% 12.4% 26.4%
South Africa 1.7% -4.2% 25.0%
Russia 0.9% 9.4% 20.6%
Mexico 0.7% 0.9% 0.9%
Malaysia 0.6% 8.5% 25.3%
Thailand 0.6% 9.0% 35.0%
Indonesia 0.5% -7.2% 7.8%
Chile 0.3% 1.5% 24.5%
Poland 0.3% -8.2% 20.7%
Philippines 0.3% -11.6% 3.8%
Turkey 0.3% -5.0% 18.6%
United Arab Emirates 0.2% -1.0% -0.4%
Qatar 0.1% 2.5% -11.0%
Colombia 0.1% 4.9% 15.4%
Peru 0.1% 10.3% 44.7%
Greece 0.1% -6.8% 24.3%
Hungary 0.1% -1.0% 38.6%
Czech Republic 0.1% 6.4% 36.4%
Egypt 0.0% 10.9% 14.5%
Pakistan 0.0% 11.4% -14.0%
Total Emerging Countries 25.5% 1.4% 24.9%
Total  ACWIxUS Countries 100.0% -1.2% 16.5%

MSCI - EAFE Sector Weight Quarter Return 1-Year Return
Consumer Discretionary 12.6% 0.7% 19.2%
Consumer Staples 11.1% -3.0% 10.4%
Energy 5.3% -2.0% 21.4%

Financials 21.1% -2.2% 13.6%

Health Care 10.2% -0.9% 7.0%
Industrials 14.6% -1.5% 17.4%
Information Technology 6.6% 1.1% 26.2%
Materials 8.0% -3.8% 19.8%
Real Estate 3.5% -1.5% 13.1%
Telecommunication Services 3.8% -3.9% 3.1%
Utilities 3.3% 1.3% 12.1%
Total 100.0% -1.5% 14.8%

MSCI - ACWIxUS Sector Weight Quarter Return 1-Year Return
Consumer Discretionary 11.4% -1.0% 18.6%
Consumer Staples 9.5% -2.8% 11.0%

Energy 6.7% -1.8% 15.4%
Financials 23.1% -1.1% 15.9%

Health Care 7.7% -0.3% 9.1%
Industrials 11.8% -1.6% 16.3%
Information Technology 11.8% 1.8% 34.3%

Materials 8.0% -2.9% 18.4%
Real Estate 3.2% -1.7% 16.5%

Telecommunication Services 3.9% -4.1% 3.6%
Utilities 3.0% 1.2% 10.9%
Total 100.0% -1.2% 16.5%

MSCI - Emerging Mkt Sector Weight Quarter Return 1-Year Return
Consumer Discretionary 9.5% -6.1% 16.5%
Consumer Staples 6.4% -0.8% 15.8%
Energy 7.2% 7.5% 24.7%
Financials 24.0% 4.2% 25.6%
Health Care 2.8% 7.0% 34.6%
Industrials 5.2% -0.8% 10.1%
Information Technology 27.8% 2.1% 40.1%
Materials 7.3% 0.7% 20.0%
Real Estate 2.8% -2.1% 32.5%
Telecommunication Services 4.6% -3.7% 4.5%
Utilities 2.4% 3.0% 9.2%
Total 100.0% 1.4% 24.9%
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Source: Bloomberg

The Market Environment
Domestic Bond Sector & Broad/Global Bond Market Performance (Duration)

As of March 31, 2018

 Broad fixed income benchmarks were mostly negative during the 1st quarter,
with international bonds being the exception. Early in the quarter, particularly
strong January wage growth report caused investors to speculate that inflation
was quickly increasing and that the Fed would need to tighten monetary policy
to a greater degree than originally planned. This sent a shock through financial
markets and caused interest rates to rise considerably. Economic releases
later in the quarter showed that the fear of inflation was most likely overstated.
Later in the quarter, the Federal Open Market Committee (FOMC), led by new
Fed Chair Jerome Powell, decided to increase short-term interest rates by 25
basis points. The current Fed Funds Rate target sits at 1.50% - 1.75%. This
rate increase was expected by the market and, importantly, the Fed did not
change its plan for further rate increases for 2018. Concerns over new
Treasury issuance needed to finance plans for increased fiscal spending also
could have contributed to the rise in interest rates. The yield curve flattened
through the quarter as short-term yields rose at a greater rate than longer-term
yields. The Bloomberg Barclays US Aggregate Index fell -1.5% the quarter, but
managed a positive 1.2% return for the trailing year.

 Within investment grade credit, higher quality corporate issues generally
outperformed lower quality issues for the quarter as credit spreads widened
and investors looked for safety amid increased financial market volatility. AAA
rated credit was the best performing investment grade credit quality segment
returning -1.2% for the quarter. Interestingly, high yield debt outperformed
relative to investment grade credit, returning -0.9%, as spreads widened to a
lesser degree for these issues and the index benefitted from a lower duration.
Part of the reason for the increased spread widening for investment grade
issues relative to high yield issues was selling pressure from companies
repatriating foreign cash reserves in response to the new tax code. When
viewed over the 1-year period, lower quality issues have advanced to a greater
degree, partly due to the continued strength in the global economy. High yield
debt returned 3.8% over the period whereas AAA rated issues returned 0.6%.

 US Treasury securities were the best performing investment grade sector
through the quarter, narrowly outperforming US mortgage backed securities
(MBS). This reversed the trend of corporate credit outperformance that was
witnessed through 2017 as investors reacted to market volatility and moved
into higher quality government issues. The Bloomberg Barclays US Corporate
IG Index returned -2.3% for the quarter as widening credit spreads and a
higher duration acted as headwinds to these issues. US Treasury and US
MBS both posted a -1.2%. However, over the trailing year, Treasury securities
were the worst performing investment grade sector returning 0.4%, while US
investment grade corporate bonds were the best performing investment grade
sector gaining 2.7%.
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Source: US Department of Treasury, FRED (Federal Reserve of St. Louis)

The Market Environment
Market Rate & Yield Curve Comparison

As of March 31, 2018

 In contrast to their domestic counterparts, global fixed income indices posted
gains for the quarter. Global benchmarks are impacted by the same local yield
and duration factors as domestic benchmarks. While these indices have
relatively high durations, which would have acted as a headwind in the current
quarter as interest rates increased, the returns of these indices are also
significantly influenced by fluctuations in their currency denomination relative
to the USD. This currency effect can add additional return to foreign issues as
it did during calendar year 2017, or it can further exacerbate negative
performance as it did in 2016. Global bonds outperformed domestic issues
during the quarter and 1-year period partially due to a currency effect tailwind
caused by a weakening USD. Returns on global bonds represented by the
Bloomberg Barclays Global Aggregate ex US Index were 3.6% and 11.7% for
the 1st quarter and trailing twelve months respectively. As the global economy
continues to recover, several international central banks have started to move
toward a less accommodative posture. Notably, the ECB, has extended its
current quantitative easing program well into 2018, but has reduced the
amount of monthly asset purchases from 60 billion euro per month to 30 billion
euro per month. They also signaled that they would end the program entirely if
the eurozone recovery continues to flourish. Similarly, the Bank of Japan (BoJ)
inferred that they could end their quantitative easing program sometime in
2019 if target metrics were met. Lastly, the BoE voted to raise interest rates for
the first time in a decade during the 4th quarter of 2017 and indicated rates
may rise again more quickly than expected.

 Much of the index performance detailed in the bar graphs on the previous
page is visible on a time series basis by reviewing the line graphs to the right.
The ‘1-Year Trailing Market Rates’ chart illustrates that the 10-year Treasury
yield (green line) rose significantly during the 1st quarter, rising from 2.40%, to
a peak of 2.94%, before falling to 2.74% to end the period. The blue line
illustrates changes in the BAA OAS (Option Adjusted Spread). This measure
quantifies the additional yield premium that investors require to purchase and
hold non-Treasury issues. This line illustrates a steady decline in credit
spreads throughout 2017. However, the trend begins to reverse in early
February. This increase is equivalent to an interest rate increase on corporate
bonds, which produces a headwind for corporate bond index returns. These
credit spreads have widened by about 17 basis points over the last 3-months.
The green shading at the bottom of the graph illustrates the gradual increase
in the Federal Funds Rate due to a less accommodative US monetary policy.

 The lower graph provides a snapshot of the US Treasury yield curve at the end
of each of the last four calendar quarters. As mentioned, the yield curve
continues to flatten as yields on shorter-term maturities have risen more than
interest rates on the long end of the curve. The significant upward shift in
interest rates that occurred in the 1st quarter is clearly visible.
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Port of Houston OPEB
Trailing One Year Return

As of March 31, 2018

4.9%
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Schedule of Investable Assets

Total Fund Composite

$0.0

$7,000,000.0

$14,000,000.0
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$35,000,000.0
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$56,000,000.0
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$64,571,123.5

Schedule of Investable Assets

Periods Ending
Beginning

Market Value
$

Net
Cash Flow

$

Gain/Loss
$

Ending
Market Value

$
%Return

Oct-2012 To Mar-2018 8,192,495 43,625,451 12,753,178 64,571,124 7.12

Schedule of Investable Assets

Total Fund Composite

October 1, 2012 To March 31, 2018
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December 31, 2017 : $64,579,448 March 31, 2018 : $64,571,124

Allocation

Market Value Allocation

Core Plus Fixed Income 25,500,473 39.5¢

Domestic Equity 21,415,179 33.2¢

MLPs 6,456,960 10.0¢

International Equity 5,070,319 7.9¢

High Yield Fixed Income 3,094,626 4.8¢

Real Estate 3,016,728 4.7¢

Cash 25,163 0.0¢

Allocation

Market Value Allocation

Core Plus Fixed Income 26,320,888 40.8¢

Domestic Equity 21,056,462 32.6¢

MLPs 5,842,476 9.0¢

International Equity 4,866,467 7.5¢

Real Estate 3,227,380 5.0¢

High Yield Fixed Income 3,205,788 5.0¢

Cash 51,663 0.1¢

Asset Allocation By Manager

Total Fund

As of March 31, 2018
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December 31, 2017 : $64,579,448 March 31, 2018 : $64,571,124

Allocation

Market Value Allocation

MacKay Shields Core Plus 25,500,473 39.5¢

Barrow Hanley MeWhinney & Strauss 6,670,538 10.3¢

ARI MLP 6,456,960 10.0¢

Causeway International (CIVIX) 5,070,319 7.9¢

Stephens Mid Cap Growth 4,935,171 7.6¢

Vanguard Index Fund Institutional (VINIX) 4,904,794 7.6¢

Fiduciary Management 4,904,676 7.6¢

Loomis Sayles High Yield (LSHIX) 3,094,626 4.8¢

Cohen & Steers (CSRIX) 3,016,728 4.7¢

Cash 25,163 0.0¢

Allocation

Market Value Allocation

MacKay Shields Core Plus 26,320,888 40.8¢

Barrow Hanley MeWhinney & Strauss 6,419,117 9.9¢

ARI MLP 5,842,476 9.0¢

Fiduciary Management 4,887,572 7.6¢

Stephens Mid Cap Growth 4,875,384 7.6¢

Vanguard Index Fund Institutional (VINIX) 4,874,389 7.5¢

Causeway International (CIVIX) 4,866,467 7.5¢

Cohen & Steers (CSRIX) 3,227,380 5.0¢

Loomis Sayles High Yield (LSHIX) 3,205,788 5.0¢

Cash 51,663 0.1¢

Asset Allocation By Manager

Total Fund

As of March 31, 2018
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Asset Allocation & Performance

Allocation

Market
Value

$
%

Performance(%)

QTR 1 YR 3 YR 5 YR Inception
Inception

Date

Total Fund Composite (Gross of Fees) 64,571,124 100.0 -1.97 4.88 4.21 6.30 7.12 10/01/2012

   Policy Index -2.27 3.67 3.65 6.00 6.82

   OPEB Actuarial Assumption 1.65 6.75 6.90 6.96 6.99

   Total Fund Composite (Net of Fees) -2.06 4.48 3.79 5.76 6.56

Fiduciary Management 4,887,572 7.6 -0.88 11.56 9.23 12.32 13.23 10/01/2012

   Russell 1000 Value Index -2.83 6.95 7.88 10.78 12.40

   S&P 500 Index -0.76 13.99 10.78 13.31 14.02

Vanguard Index Fund Institutional (VINIX) 4,874,389 7.5 -0.76 N/A N/A N/A 12.81 05/01/2017

   S&P 500 Index -0.76 13.99 10.78 13.31 12.83

Stephens Mid Cap Growth 4,875,384 7.6 6.02 24.93 12.12 13.50 15.19 01/01/2013

   Russell Midcap Growth Index 2.17 19.74 9.17 13.31 15.00

Barrow Hanley MeWhinney & Strauss 6,419,117 9.9 -1.60 10.91 9.77 12.79 16.01 10/01/2012

   Russell 2000 Value Index -2.64 5.13 7.87 9.96 11.86

Causeway International (CIVIX) 4,866,467 7.5 -3.83 13.48 4.50 N/A 3.91 10/01/2013

   MSCI EAFE (Net) Index -1.53 14.80 5.55 6.50 4.89

Cohen & Steers (CSRIX) 3,227,380 5.0 -6.56 -1.13 2.08 6.95 8.12 01/01/2013

   FTSE NAREIT All Equity REITs -6.66 -1.09 2.90 6.66 7.92

ARI MLP 5,842,476 9.0 -10.02 -18.28 -11.37 -2.54 0.70 10/01/2012

   Alerian MLP Index -11.12 -20.07 -11.24 -5.85 -2.79

MacKay Shields Core Plus 26,320,888 40.8 -1.55 2.07 1.75 N/A 2.13 07/01/2014

   Blmbg. Barc. U.S. Aggregate Index -1.46 1.20 1.20 1.82 1.92

Loomis Sayles High Yield (LSHIX) 3,205,788 5.0 -1.21 3.46 4.26 5.62 6.37 01/01/2013

   ICE BofAML High Yield Master II -0.91 3.69 5.18 5.01 5.34

Cash 51,663 0.1

Asset Allocation & Performance

Total Fund Composite (Gross of Fees)

As of March 31, 2018

Total Fund Composite (Gross of Fees) includes net performance for mutual funds within the portfolio: Vanguard Index Institutional (VINIX), Causeway International (CIVIX), Cohen & Steers (CSRIX), and Loomis Sayles High Yield (LSHIX).
Gross of fees performance would be approximately 0.14% higher on an annual basis if these fees were included.
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Asset Allocation & Performance

Allocation

Market
Value

$
%

Performance(%)

2017 2016 2015 2014 2013

Total Fund Composite (Gross of Fees) 64,571,124 100.0 10.92 10.54 -2.43 5.42 17.12

   Policy Index 9.35 9.47 -2.53 7.49 16.29

   OPEB Actuarial Assumption 6.75 7.00 7.00 7.00 7.19

Fiduciary Management 4,887,572 7.6 18.86 14.92 -1.93 13.46 30.21

   Russell 1000 Value Index 13.66 17.34 -3.83 13.45 32.53

   S&P 500 Index 21.83 11.96 1.38 13.69 32.39

Vanguard Index Fund Institutional (VINIX) 4,874,389 7.5 N/A N/A N/A N/A N/A

   S&P 500 Index 21.83 11.96 1.38 13.69 32.39

Stephens Mid Cap Growth 4,875,384 7.6 29.36 7.86 -0.28 4.61 36.16

   Russell Midcap Growth Index 25.27 7.33 -0.20 11.90 35.74

Barrow Hanley MeWhinney & Strauss 6,419,117 9.9 18.51 27.59 -6.22 3.03 48.35

   Russell 2000 Value Index 7.84 31.74 -7.47 4.22 34.52

Causeway International (CIVIX) 4,866,467 7.5 27.18 0.48 -3.12 -6.22 N/A

   MSCI EAFE (Net) Index 25.03 1.00 -0.81 -4.90 22.78

Cohen & Steers (CSRIX) 3,227,380 5.0 7.43 5.89 5.23 30.18 3.46

   FTSE NAREIT All Equity REITs 8.67 8.63 2.83 28.03 2.86

ARI MLP 5,842,476 9.0 -6.15 21.44 -32.54 14.43 32.52

   Alerian MLP Index -6.52 18.31 -32.59 4.80 27.58

MacKay Shields Core Plus 26,320,888 40.8 4.75 3.99 -0.08 N/A N/A

   Blmbg. Barc. U.S. Aggregate Index 3.54 2.65 0.55 5.97 -2.02

Loomis Sayles High Yield (LSHIX) 3,205,788 5.0 8.42 18.92 -10.27 5.17 15.07

   ICE BofAML High Yield Master II 7.48 17.49 -4.64 2.50 7.42

Cash 51,663 0.1

Asset Allocation & Performance

Total Fund Composite (Gross of Fees)

As of March 31, 2018

Total Fund Composite (Gross of Fees) includes net performance for mutual funds within the portfolio: Vanguard Index Institutional (VINIX), Causeway International (CIVIX), Cohen & Steers (CSRIX), and Loomis Sayles High Yield (LSHIX).
Gross of fees performance would be approximately 0.14% higher on an annual basis if these fees were included.
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Fiduciary's objective is to buy durable business at value prices in order to achieve top in class investment results over a three to five year time horizon. Fiduciary considers themselves long-term investors,
not traders. They will typically hold between 20-30 companies in their portfolio with an average turnover of 35%. The research process is geared toward finding six new investment ideas for the portfolio in
a given year. All investment ideas are generated by a research team consisting of six individuals, rather than relying on the portfolio manager. As of March 31, 2018, Fiduciary had a market value of

$4,887,572.

Fiduciary Management

Weight %

Russell 1000 Value Index

Weight %

Berkshire Hathaway Inc 5.1     Berkshire Hathaway Inc 3.2

Unitedhealth Group Inc 4.9     JPMorgan Chase & Co 3.1

TJX Companies Inc (The) 4.6     Exxon Mobil Corp 2.6

Dollar General Corp 4.5     Johnson & Johnson 2.4

Honeywell International Inc 4.4     Bank of America Corp 2.4

Accenture PLC 4.2     Intel Corp 2.0

JPMorgan Chase & Co 4.2     Wells Fargo & Co 1.9

eBay Inc. 4.0     AT&T Inc 1.8

Progressive Corp (The) 3.9     Chevron Corp 1.8

TE Connectivity Ltd 3.6     Cisco Systems Inc 1.8

Total Weight % 43.4     Total Weight % 23.0

4,882,865     12,063,309,619

27     711

Equity Assets  Exposures by Sector

Fiduciary Management Russell 1000 Value Index

Cash 11.11 N/A

Consumer Discretionary 18.28 6.76

Consumer Staples 4.57 8.09

Energy 3.05 10.72

Financials 16.26 27.09

Health Care 12.30 13.63

Industrials 12.58 8.23

Information Technology 16.76 9.26

Materials 2.97 2.92

Real Estate N/A 4.57

Telecommunication Services 2.11 2.87

Utilities N/A 5.86

Total 100.00 100.00
Equity Characteristics

Fiduciary Management Russell 1000 Value Index

Wtd. Avg. Mkt. Cap ($) 114,015,714,781 122,119,495,789

Price/Earnings ratio 18.4 17.0

Price/Book ratio 3.2 2.1

Current Yield 2.0 2.5

Number of Stocks 28 711

Fiduciary Management

As of March 31, 2018
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Fund Information

Fund Name : Vanguard Institutional Index Fund: Vanguard Institutional Index Fund; Institutional
Shares

Portfolio Assets : $227,837 Million

Fund Family : Vanguard Group Inc Portfolio Manager : Butler/Louie

Ticker : VINIX PM Tenure : 2000--2017

Inception Date : 07/31/1990 Fund Style : IM S&P 500 Index (MF)

Fund Assets : $136,740 Million Style Benchmark : S&P 500 Index

Portfolio Turnover : 5%

Portfolio Characteristics As of 02/28/2018

Portfolio Benchmark

Total Securities 512 505

Avg. Market Cap ($) 198,743,579,219 21,334,393,680

Price/Earnings (P/E) 27.89 22.12

Price/Book (P/B) 6.77 3.37

Dividend Yield 2.31 1.91

Annual EPS 19.82 N/A

5 Yr EPS 12.65 14.63

3 Yr EPS Growth 11.09 N/A

Beta N/A 1.00

Top Ten Securities As of 02/28/2018

Apple Inc ORD 3.9 %

Microsoft Corp ORD 3.1 %

Amazon.com Inc ORD 2.6 %

Facebook Inc ORD 1.8 %

JPMorgan Chase & Co ORD 1.7 %

Berkshire Hathaway Inc ORD 1.6 %

Johnson & Johnson ORD 1.5 %

Alphabet Inc ORD 1 1.4 %

Alphabet Inc ORD 2 1.4 %

Exxon Mobil Corp ORD 1.4 %

Sector Weights As of 02/28/2018

Vanguard Index Fund Institutional (VINIX)

S&P 500 Index
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Region Weights As of 02/28/2018

Vanguard Index Fund Institutional (VINIX)

S&P 500 Index

0.0 20.0 40.0 60.0 80.0 100.0 120.0

Other

United Kingdom

Europe ex UK

Pacific ex Japan

North America

Mutual Fund Holdings Analysis

March 31, 2018

Vanguard Index Fund Institutional (VINIX)

Statistics provided by Lipper.  Most recent available data shown.
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The Stephens Mid Cap Growth portfolio is a diversified portfolio that seeks long term growth of capital by investing primarily in common stock of U.S. companies with market capitalizations of between
$1.5 billion to $12.5 billion. They select mid cap growth companies that are established growth companies that have achieved above average growth. The combination of core growth and catalyst growth

stocks positions the portfolio for varying market conditions. As of March 31, 2018, Stephens had a market value of $4,875,384.

Stephens Mid Cap Growth

Weight %

Russell Midcap Growth Index

Weight %

CoStar Group Inc 2.1     Zoetis Inc 1.3

IDEXX Laboratories Inc 2.1     Progressive Corp (The) 1.1

SVB Financial Group 2.0     Illumina Inc 1.1

FLIR Systems Inc 1.9     Analog Devices Inc. 1.1

Burlington Stores Inc 1.8     Lam Research Corp 1.0

Verisk Analytics Inc 1.7     Fiserv Inc. 0.9

MarketAxess Holdings Inc 1.7     Ross Stores Inc 0.9

Illumina Inc 1.7     Edwards Lifesciences Corp 0.9

WEX Inc 1.7     DXC Technology Company 0.9

IPG Photonics Corp 1.7     ServiceNow Inc 0.9

Total Weight % 18.4     Total Weight % 10.1

13,726,493     3,156,121,232

91     423

Equity Assets  Exposures by Sector

Stephens Mid Cap Growth Russell Midcap Growth Index

Cash 1.65 N/A

Consumer Discretionary 13.67 16.71

Consumer Staples 2.74 4.19

Energy 3.08 2.34

Financials 5.10 7.49

Health Care 20.89 13.32

Industrials 15.02 17.62

Information Technology 37.65 29.16

Materials 0.20 5.78

Real Estate N/A 3.13

Telecommunication Services N/A 0.20

Utilities N/A 0.06

Total 100.00 100.00
Equity Characteristics

Stephens Mid Cap Growth Russell Midcap Growth Index

Wtd. Avg. Mkt. Cap ($) 16,436,688,642 16,157,112,973

Price/Earnings ratio 37.8 26.6

Price/Book ratio 6.1 5.4

Current Yield 0.4 1.0

Number of Stocks 92 423

Stephens Mid Cap Growth

As of March 31, 2018
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The strategy is designed to exploit inefficiencies in the small cap sector of the market by carefully employing high value-added proprietary research in a universe of small capitalization, low-expectation
stocks. This process is directed toward the discovery of companies in which the value of the underlying business is significantly greater than the market price. The portfolio's goal is to consistently

generate superior returns while assuming below average levels of risk. As of March 31, 2018, Barrow, Hanley, MeWhinney & Strauss had a market value of $6,419,117.

Barrow Hanley MeWhinney & Strauss

Weight %

Russell 2000 Value Index

Weight %

Texas Capital Bancshares Inc 4.4     bluebird bio Inc 0.5

Vishay Intertechnology Inc. 4.0     MGIC Investment Corp 0.5

II VI Inc 4.0     Sterling Bancorp 0.5

Allegheny Technologies Inc 3.8     Wintrust Financial Corp. 0.5

Brooks Automation Inc 3.6     Umpqua Holdings Corp 0.5

Plexus Corp 3.3     IDACORP Inc. 0.5

Federal Signal Corp. 3.1     Hancock Holding Co 0.4

Simpson Manufacturing Co. Inc. 3.1     LivaNova PLC 0.4

Diodes Inc 3.0     WGL Holdings Inc. 0.4

PolyOne Corp 3.0     Radian Group Inc. 0.4

Total Weight % 35.3     Total Weight % 4.6

6,414,638     971,387,743

38     1,398

Equity Assets  Exposures by Sector

Barrow Hanley MeWhinney & Strauss Russell 2000 Value Index

Cash 4.88 N/A

Consumer Discretionary 4.51 10.97

Consumer Staples 2.68 2.21

Energy 2.75 6.45

Financials 12.56 31.44

Health Care 4.47 6.83

Industrials 30.41 12.34

Information Technology 26.07 8.85

Materials 11.68 4.27

Real Estate N/A 9.90

Telecommunication Services N/A 0.45

Utilities N/A 6.28

Total 100.00 100.00
Equity Characteristics

Barrow Hanley MeWhinney & Strauss Russell 2000 Value Index

Wtd. Avg. Mkt. Cap ($) 2,403,710,040 2,044,749,352

Price/Earnings ratio 20.8 17.7

Price/Book ratio 2.1 1.7

Current Yield 0.7 1.9

Number of Stocks 39 1,398

Barrow Hanley MeWhinney & Strauss

As of March 31, 2018
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Fund Information

Fund Name : Causeway Capital Management Trust: Causeway International Value Fund;
Institutional Class Shares

Portfolio Assets : $8,483 Million

Fund Family : Causeway Capital Management LLC Portfolio Manager : Team Managed

Ticker : CIVIX PM Tenure :

Inception Date : 10/26/2001 Fund Style : IM International Large Cap Value Equity (MF)

Fund Assets : $7,793 Million Style Benchmark : MSCI EAFE (Net) Index

Portfolio Turnover : 35%

Portfolio Characteristics As of 12/31/2017

Portfolio Benchmark

Total Securities 63 928

Avg. Market Cap ($) 76,383,130,538 11,855,956,232

Price/Earnings (P/E) 19.88 17.11

Price/Book (P/B) 3.28 2.22

Dividend Yield 2.71 3.07

Annual EPS 21.27 N/A

5 Yr EPS -1.73 7.68

3 Yr EPS Growth 0.07 N/A

Beta (3 Years, Monthly) 0.93 1.00

Top Ten Securities As of 12/31/2017

Volkswagen AG PFD 4.8 %

British American Tobacco PLC ORD 3.3 %

Barclays PLC ORD 3.3 %

Royal Dutch Shell Plc B ORD 2.9 %

BP PLC ORD 2.8 %

Schneider Electric SE ORD 2.8 %

ABB Ltd ORD 2.8 %

BASF SE ORD 2.7 %

China Mobile Ltd ORD 2.7 %

Linde AG ORD 2.5 %

Sector Weights As of 12/31/2017

Causeway International (CIVIX)

MSCI EAFE (Net) Index
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0.0 10.0 20.0 30.0 40.0 50.0 60.0

Other

Middle East

United Kingdom

Europe ex UK

Japan

Pacific ex Japan

North America

EM Asia

Mutual Fund Holdings Analysis

March 31, 2018

Causeway International (CIVIX)

Statistics provided by Lipper.  Most recent available data shown.
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Fund Information

Fund Name : Cohen & Steers Institutional Realty Shares, Inc Portfolio Assets : $2,694 Million

Fund Family : Cohen & Steers Capital Management Inc Portfolio Manager : Team Managed

Ticker : CSRIX PM Tenure :

Inception Date : 02/14/2000 Fund Style : IM Real Estate Sector (MF)

Fund Assets : $2,694 Million Style Benchmark : FTSE NAREIT All Equity REITs

Portfolio Turnover : 79%

Portfolio Characteristics As of 12/31/2017

Portfolio Benchmark

Total Securities 52 167

Avg. Market Cap ($) 16,594,499,631 3,256,386,480

Price/Earnings (P/E) 42.67 33.34

Price/Book (P/B) 3.83 2.57

Dividend Yield 3.56 3.94

Annual EPS 17.64 N/A

5 Yr EPS 26.31 22.03

3 Yr EPS Growth 23.36 N/A

Beta (5 Years, Monthly) 1.01 1.00

Top Ten Securities As of 12/31/2017

Simon Property Group Inc ORD 5.3 %

Equinix Inc ORD 5.2 %

UDR Inc ORD 5.1 %

Prologis Inc ORD 4.5 %

Digital Realty Trust Inc ORD 4.5 %

Extra Space Storage Inc ORD 4.2 %

Crown Castle International Corp 3.7 %

Equity Residential ORD 3.5 %

Essex Property Trust Inc ORD 3.2 %

Healthcare Trust Of America Inc 3.1 %

Sector Weights As of 12/31/2017

Cohen & Steers (CSRIX)

FTSE NAREIT All Equity REITs

0.0 20.0 40.0 60.0 80.0 100.0 120.0

Real Estate

Other

Financials

Consumer Discretionary

Region Weights As of 12/31/2017

Cohen & Steers (CSRIX) FTSE NAREIT All Equity REITs

0.0 20.0 40.0 60.0 80.0 100.0 120.0

Other

North America

Mutual Fund Holdings Analysis

March 31, 2018

Cohen & Steers (CSRIX)

Statistics provided by Lipper.  Most recent available data shown.
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The ARI Master Limited Partnerships (MLPs) strategy is a diversified portfolio consisting primarily of publicly traded partnerships focused in the natural resources and energy infrastructure industries. The
objective is to provide high levels of total returns and a growing cash yield. It offers low correlation to the broader equity market over the long-term. As of March 31, 2018, ARI had a market value of

$5,842,476.

ARI MLP

Weight %

Alerian MLP

Weight %

DCP Midstream LP 8.8     Enterprise Products Partners LP 17.4

Andeavor Logistics LP 8.3     Williams Partners LP 11.1

MPLX LP 7.8     MPLX LP 9.0

Energy Transfer Partners LP 7.7     Energy Transfer Partners LP 6.2

Phillips 66 Partners LP 7.5     Plains All American Pipeline LP 5.8

Magellan Midstream Partners LP 7.4     Spectra Energy Partners LP 5.4

Plains All American Pipeline LP 5.5     Cheniere Energy Partners LP 4.6

Antero Midstream GP LP 4.8     Magellan Midstream Partners LP 4.4

ONEOK Inc. 4.6     Andeavor Logistics LP 3.2

Williams Partners LP 4.6     Western Gas Partners Lp 2.3

Total Weight % 67.0     Total Weight % 69.4

5,842,291     303,879

25     42

Equity Assets  Exposures by Sector

ARI MLP Alerian MLP

Cash 0.58 N/A

Energy 99.42 98.33

Utilities N/A 1.67

Total 100.00 100.00

Equity Characteristics

ARI MLP Alerian MLP

Wtd. Avg. Mkt. Cap ($) 11,382,194,536 20,811,165,505

Price/Earnings ratio 19.9 20.3

Price/Book ratio 2.5 2.3

Current Yield 8.3 8.2

Number of Stocks 26 42

Advisory Research MLP

As of March 31, 2018
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MacKay Shields Core Plus seeks to outperform the benchmark by eliminating or reducing uncompensated risk while opportunistically allocating investments across a range of core and off-benchmark sectors.
The fund typically invests in the same sectors represented by the Barclays U.S. Aggregate Bond Index, as well as high yield, emerging market debt, and non-US Dollar exposure. Their philosophy is centered on
their pursuit of consistent, superior rates of return with low volatility. Their goal for the product is to provide enhanced returns over a full market cycle with lower-than market risk. This portfolio replaced Smith

Affiliated during the second quarter of 2014. As of March 31, 2018, MacKay Shields had a market value of $26,320,888.

Sector Distribution (%)

MacKay Shields Core Plus Blmbg. Barc. U.S. Aggregate Index
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15.1

24.7

55.3

2.4 1.8 0.7

Portfolio Characteristics

Portfolio Benchmark

8.12 8.03

AA AA

3.80 3.07

5.88 5.97

3.56 3.09

Avg. Maturity

Avg. Quality 
Coupon Rate (%) 
Modified Duration 
Yield To Maturity (%) 

MacKay Shields Fixed Income

As of March 31, 2018
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Fund Information

Fund Name : Loomis Sayles Funds I: Loomis Sayles Institutional High Income Fund; Institutional
Class

Portfolio Assets : $705 Million

Fund Family : Loomis Sayles & Company LP Portfolio Manager : Fuss/Eagan/Stokes

Ticker : LSHIX PM Tenure : 1996--2007--2007

Inception Date : 06/05/1996 Fund Style : IM U.S. High Yield Bonds (MF)

Fund Assets : $705 Million Style Benchmark : FTSE High Yield Market Index

Portfolio Turnover : 17%

Fund Characteristics As of 12/31/2017

Avg. Coupon 4.98 %

Nominal Maturity N/A

Effective Maturity 5.25 Years

Duration 3.53 Years

SEC 30 Day Yield 5.5

Avg. Credit Quality BB

Top Ten Securities As of 12/31/2017

Corporate Notes/Bonds 60.8 %

Convertible Securities 8.9 %

Common Stock 7.0 %

Fgn. Currency Denominated Bonds 5.4 %

Treasury Notes/Bonds 4.5 %

Government Agency Securities 2.9 %

GNMA and Other Mtg Backed 0.6 %

Preferred Stock-Non Convertible 0.2 %

Asset Backed Securities 0.1 %

Asset Allocation As of 12/31/2017

0.0% 50.0% 100.0%

Other

Equities

Convertibles

Cash

Fixed Income

Sector/Quality Allocation As of 12/31/2017

0.0% 15.0% 30.0% 45.0% 60.0%

BB AND B Rated

Government/AAA

Equities/Other

Not Rated

CCC, CC AND C rated

Foreign Securities

BBB Rated

A Rated

D Rated

Maturity Distribution As of 12/31/2017

0.0% 8.0% 16.0% 24.0% 32.0% 40.0%

>30Yrs

20-30Yrs

Other

10-20Yrs

1-3Yrs

3-5Yrs

5-10Yrs

<1Yr

Mutual Fund Holdings Analysis

March 31, 2018

Loomis Sayles High Yield (LSHIX)

Statistics provided by Lipper.  Most recent available data shown.
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Port of Houston OPEB
Manager Status Summary

As of March 31, 2018

Manager Mandate Status Notes

Fiduciary Management Large Cap Value Equity In Compliance

Vanguard Index Fund (VINIX) Large Cap Core Equity In Compliance

Stephens Mid Cap Growth Mid Cap Growth Equity In Compliance

Barrow Hanley MeWhinney & Strauss Small Cap Value Equity In Compliance

Causeway International (CIVIX) International Equity In Compliance

Cohen & Steers (CSRIX) Real Estate and Investement Trust In Compliance

ARI MLP Master Limited Partnership In Compliance

Mackay Shields Core Plus Core Plus Fixed Income In Compliance

Loomis Sayles High Yield (LSHIX) High Yield Fixed Income In Compliance

In Compliance- The portfolio is acting in full compliance with its guidelines and it is performing according to expectations. 
On Alert- Concerns exist with the portfolio's performance, a change in investment characteristics, management style, ownership structure, staff or other related 
events. 

On Notice- A continued and serious problem with any of the issues mentioned above. If the situation is not resolved to the Trustee's satisfaction, a replacement 
will be replaced and hired. 
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Estimated
Annual Fee

(%)

Market Value
($)

Estimated
Annual Fee

($)
Fee Schedule

Total Fund Composite 0.50 64,571,124 325,185

Equity Composite 0.60 34,992,785 211,263

Domestic Equity 0.47 21,056,462 98,467

Fiduciary Management 0.55 4,887,572 26,882 0.55 % of Assets

Vanguard Index Fund Institutional (VINIX) 0.04 4,874,389 1,950 0.04 % of Assets

Stephens Mid Cap Growth 0.77 4,875,384 37,540 0.77 % of Assets

Barrow Hanley MeWhinney & Strauss 0.50 6,419,117 32,096 0.50 % of Assets

International Equity 0.92 4,866,467 44,771

Causeway International (CIVIX) 0.92 4,866,467 44,771 0.92 % of Assets

Real Estate 0.75 3,227,380 24,205

Cohen & Steers (CSRIX) 0.75 3,227,380 24,205 0.75 % of Assets

MLPs 0.75 5,842,476 43,819

ARI MLP 0.75 5,842,476 43,819 0.75 % of Assets

Fixed Income Composite 0.39 29,578,339 113,922

Core Plus Fixed Income 0.35 26,320,888 92,123

MacKay Shields Core Plus 0.35 26,320,888 92,123 0.35 % of Assets

High Yield Fixed Income 0.68 3,205,788 21,799

Loomis Sayles High Yield (LSHIX) 0.68 3,205,788 21,799 0.68 % of Assets

Port of Houston Authority

OPEB Fee Analysis

As of March 31, 2018
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Port of Houston OPEB
 Fee Summary

As of March 31, 2018

 Structure Mandate Expense Ratio Category 
Average Difference Annual 

Savings

Fiduciary Management Large Cap Value Equity 0.55% 1.21% 0.66% $32,258

Vanguard Index Fund (VINIX) Large Cap Core Equity 0.04% 1.21% 1.17% $57,030

Stephens Mid Cap Growth Mid Cap Growth Equity 0.77% 1.35% 0.58% $28,277

Barrow Hanley MeWhinney & Strauss Small Cap Value Equity 0.50% 1.40% 0.90% $57,772

Causeway International (CIVIX) International Equity 0.92% 1.16% 0.24% $11,680

Cohen & Steers (CSRIX) Real Estate and Investement Trust 0.75% 1.31% 0.56% $18,073

ARI MLP Master Limited Partnership 0.75% 1.00% 0.25% $14,606

Mackay Shields Core Plus Core Plus Fixed Income 0.35% 0.84% 0.49% $128,972

Loomis Sayles High Yield (LSHIX) High Yield Fixed Income 0.68% 1.08% 0.40% $12,823

 Total Management Fees 0.50% 1.06% 0.56% $361,492

Source: Morningstar and Investment Managers
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Asset Allocation Compliance

Asset
Allocation

$

Current
Allocation (%)

Target
Allocation (%)

Differences
(%)

Minimum
Allocation (%)

Maximum
Allocation (%)

Total Fund Composite 64,571,124 100.0 100.0 0.0

Fiduciary Management 4,887,572 7.6 7.5 0.1 5.0 10.0

Vanguard Index Fund Institutional (VINIX) 4,874,389 7.5 7.5 0.0 5.0 10.0

Stephens Mid Cap Growth 4,875,384 7.6 7.5 0.1 0.0 12.5

Barrow Hanley MeWhinney & Strauss 6,419,117 9.9 10.0 -0.1 0.0 15.0

Causeway International (CIVIX) 4,866,467 7.5 7.5 0.0 0.0 12.5

Cohen & Steers (CSRIX) 3,227,380 5.0 5.0 0.0 0.0 10.0

ARI MLP 5,842,476 9.0 10.0 -1.0 0.0 15.0

MacKay Shields Core Plus 26,320,888 40.8 40.0 0.8 35.0 75.0

Loomis Sayles High Yield (LSHIX) 3,205,788 5.0 5.0 0.0 0.0 10.0

Cash 51,663 0.1 0.0 0.1 0.0 0.0

Executive Summary

Policy Target In Policy Outside Policy

0% 15% 30% 45% 60% 75% 90% 105%-15 %

Cash
$51,663 (0%)

Loomis Sayles High Yield (LSHIX)
$3,205,788 (5%)

MacKay Shields Core Plus
$26,320,888 (41%)

ARI MLP
$5,842,476 (9%)

Cohen & Steers (CSRIX)
$3,227,380 (5%)

Causeway International (CIVIX)
$4,866,467 (8%)

Barrow Hanley MeWhinney & Strauss
$6,419,117 (10%)

Stephens Mid Cap Growth
$4,875,384 (8%)

Vanguard Index Fund Institutional (VINIX)
$4,874,389 (8%)

Fiduciary Management
$4,887,572 (8%)

Asset Allocation Compliance

Total Fund

As of March 31, 2018
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Report Statistics 
Definitions and Descriptions 

  
 
 Active Return - Arithmetic difference between the manager’s performance and the designated benchmark return over a specified time period. 
 
 Alpha - A measure of the difference between a portfolio's actual performance and its expected return based on its level of risk as determined by beta. It determines the portfolio's 

non-systemic return, or its historical performance not explained by movements of the market. 
 
 Beta - A measure of the sensitivity of a portfolio to the movements in the market. It is a measure of the portfolio's systematic risk. 
 
 Consistency - The percentage of quarters that a product achieved a rate of return higher than that of its benchmark. Higher consistency indicates the manager has contributed more to the 

product’s performance. 
 
 Distributed to Paid In (DPI) - The ratio of money distributed to Limited Partners by the fund, relative to contributions.  It is calculated by dividing cumulative distributions by paid in capital.  This multiple 

shows the investor how much money they got back.  It is a good measure for evaluating a fund later in its life because there are more distributions to measure against. 
 
 Down Market Capture - The ratio of average portfolio performance over the designated benchmark during periods of negative returns. A lower value indicates better product performance 
 
 Downside Risk - A measure similar to standard deviation that utilizes only the negative movements of the return series. It is calculated by taking the standard deviation of the negative 

quarterly set of returns. A higher factor is indicative of a riskier product. 
 
 Excess Return - Arithmetic difference between the manager’s performance and the risk-free return over a specified time period. 
 
 Excess Risk - A measure of the standard deviation of a portfolio's performance relative to the risk free return. 
 
 Information Ratio - This calculates the value-added contribution of the manager and is derived by dividing the active rate of return of the portfolio by the tracking error. The higher the 

Information Ratio, the more the manager has added value to the portfolio. 
 
 Public Market Equivalent (PME) - Designs a set of analyses used in the Private Equity Industry to evaluate the performance of a Private Equity Fund against a public benchmark or index. 
 
 R-Squared - The percentage of a portfolio's performance that can be explained by the behavior of the appropriate benchmark. A high R-Squared means the portfolio's performance has 

historically moved in the same direction as the appropriate benchmark. 
 
 Return - Compounded rate of return for the period. 
 
 Sharpe Ratio - Represents the excess rate of return over the risk free return divided by the standard deviation of the excess return. The result is an absolute rate of return per unit of risk. A 

higher value demonstrates better historical risk-adjusted performance. 
 
 Standard Deviation - A statistical measure of the range of a portfolio's performance. It represents the variability of returns around the average return over a specified time period. 
 
 Total Value to Paid In (TVPI) - The ratio of the current value of remaining investments within a fund, plus the total value of all distributions to date, relative to the total amount of capital paid into the fund 

to date.  It is a good measure of performance before the end of a fund’s life 
 
 Tracking Error - This is a measure of the standard deviation of a portfolio's returns in relation to the performance of its designated market benchmark. 
 
 Treynor Ratio - Similar to Sharpe ratio but utilizes beta rather than excess risk as determined by standard deviation. It is calculated by taking the excess rate of return above the risk free 

rate divided by beta to derive the absolute rate of return per unit of risk. A higher value indicates a product has achieved better historical risk-adjusted performance. 
  
 Up Market Capture - The ratio of average portfolio performance over the designated benchmark during periods of positive returns. A higher value indicates better product performance. 
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Disclosures 

  
 
AndCo compiled this report for the sole use of the client for which it was prepared.  AndCo is responsible for evaluating the performance results of the Total Fund along with the investment advisors by comparing 
their performance with indices and other related peer universe data that is deemed appropriate.  AndCo uses the results from this evaluation to make observations and recommendations to the client. 
 
 
AndCo uses time-weighted calculations which are founded on standards recommended by the CFA Institute.  The calculations and values shown are based on information that is received from custodians.  AndCo 
analyzes transactions as indicated on the custodian statements and reviews the custodial market values of the portfolio.  As a result, this provides AndCo with a reasonable basis that the investment information 
presented is free from material misstatement.  This methodology of evaluating and measuring performance provides AndCo with a practical foundation for our observations and recommendations.  Nothing came to 
our attention that would cause AndCo to believe that the information presented is significantly misstated. 
 
 
This performance report is based on data obtained by the client’s custodian(s), investment fund administrator, or other sources believed to be reliable.  While these sources are believed to be reliable, the data 
providers are responsible for the accuracy and completeness of their statements. Clients are encouraged to compare the records of their custodian(s) to ensure this report fairly and accurately reflects their various 
asset positions. 
 
 
The strategies listed may not be suitable for all investors.  We believe the information provided here is reliable, but do not warrant its accuracy or completeness.  Past performance is not an indication of future 
performance.  Any information contained in this report is for informational purposes only and should not be construed to be an offer to buy or sell any securities, investment consulting, or investment management 
services. 
 
 
Additional information included in this document may contain data provided by from index databases, public economic sources and the managers themselves.   
 
 
This document may contain data provided by Bloomberg Barclays.   Bloomberg Barclays Index data provided by way of Barclays Live.   
 
 
This document may contain data provided by Standard and Poor’s.  Nothing contained within any document, advertisement or presentation from S&P Indices constitutes an offer of services in jurisdictions where 
S&P Indices does not have the necessary licenses. All information provided by S&P Indices is impersonal and is not tailored to the needs of any person, entity or group of persons. Any returns or performance 
provided within any document is provided for illustrative purposes only and does not demonstrate actual performance. Past performance is not a guarantee of future investment results.   
 
 
This document may contain data provided by MSCI, Inc.  Copyright MSCI, 2017.  Unpublished.  All Rights Reserved.  This information may only be used for your internal use, may not be reproduced or 
redisseminated in any form and may not be used to create any financial instruments or products or any indices.  This information is provided on an “as is” basis and the user of this information assumes the entire 
risk of any use it may make or permit to be made of this information.  Neither MSCI, any of its affiliates or any other person involved in or related to compiling, computing or creating this information makes any 
express or implied warranties or representations with respect to such information or the results to be obtained by the use thereof, and MSCI, its affiliates and each such other person hereby expressly disclaim all 
warranties (including, without limitation, all warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to this information.  
Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any other person involved in or related to compiling, computing or creating this information have any liability for any direct, indirect, 
special, incidental, punitive, consequential or any other damages (including, without limitation, lost profits) even if notified of, or if it might otherwise have anticipated, the possibility of such damages.   
 
 
This document may contain data provided by Russell Investment Group.  Russell Investment Group is the source owner of the data contained or reflected in this material and all trademarks and copyrights related 
thereto.  The material may contain confidential information and unauthorized use, disclosure, copying, dissemination or redistribution is strictly prohibited.  This is a user presentation of the data.  Russell Investment 
Group is not responsible for the formatting or configuration of this material or for any inaccuracy in presentation thereof. 
 
 
This document may contain data provided by Morningstar.  All rights reserved.  Use of this content requires expert knowledge.  It is to be used by specialist institutions only.  The information contained herein: (1) is 
proprietary to Morningstar and/or its content providers; (2) may not be copied, adapted or distributed; and (3) is not warranted to be accurate, complete or timely.  Neither Morningstar nor its content providers are 
responsible for any damages or losses arising from any use of this information, except where such damages or losses cannot be limited or excluded by law in your jurisdiction.  Past financial performance is not 
guarantee of future results. 
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