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Nebraska Investment Council 

BlackRock Relationship Summary 

As of 31 January 2019

Return1 vs Index (bps)

Mandates AUM (MM) 1-year 3-year 5-year
Since 

Inception 
Inception Date

FTSE Russell 1000 Index2 $3,828 1 3 3 4 10/2007

MSCI ACWI ex-U.S. IMI Index2 $1,803 25 31 26 24 4/2011

Bloomberg Barclays U.S. Aggregate 

Bond Index2 $1,281 8 7 10 8 3/1995

Active Core Fixed Income Portfolio2 $652 10 17 20 38 3/1998

S&P 500 Index3 $380 4 3 3 9 6/2006

FTSE Russell 1000 Value Index2 $189 10 5 6 5 11/2012

MSCI ACWI ex-U.S. Index3 $85 33 -3 22 23 6/2005

FTSE Russell 1000 Grow th Index3 $66 1 3 3 11 6/2006

Total AUM $8,284

Defined Benefit Plan and 

Endowment Trust AUM 
$7,566

Defined Contribution Plan AUM $718

1: Figures shown are the portfolio returns, net of estimated fees, versus the index. Figures are annualized for all periods e xcept 1-year.  

2: Return stream shown is for defined benefit assets 

3: Return stream shown is for defined contribution assets 

ICBM0219U-756636-4/22



II. Macroeconomic Overview

ICBM0219U-756636-5/22



5FOR USE WITH INSTITUTIONAL INVESTORS ONLY — PROPRIETARY AND CONFIDENTIAL

US Economy and Markets in Review

Note: Index performance is shown for i l lustrative purposes only. You cannot invest directly in an index. Past performance is not indicativ e of future returns. Please refer to Important 

Notes section for disclosure information. Source: Bloomberg, Barclays; data as of January 31, 2019. The opinions expressed are of BlackRock as of January 31, 2019 and can change with 

market conditions. 

*       Unannualized

** Bloomberg Barclays US Corporate High Yield Index

*** Bloomberg Barclays emerging markets USD Aggregate Index (USD)

January 2019

Duration Adjusted Excess Returns versus Treasuries by Sector

Duration adjusted excess returns by sector (in basis points)

2012 2013 2014 2015 2016 2017 2018
Jan

19

Bloomberg Barclays Agg Index 226 93 10 -53 138 121 -101 58

Agency (US and xUS) 166 1 10 -133 121 148 -78 31

MBS 91 98 40 -5 -11 52 -59 32

ABS 246 24 53 44 95 92 13 16

CMBS 841 97 108 -28 236 158 -39 51

Credit 693 226 -18 -169 442 335 -280 165

High Yield** 1394 923 -112 -577 1573 610 -358 408

Emerging Markets*** 1503 -32 -120 3 880 614 -345 268
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Risk sentiment, supply increases, and inflation expectations are driving rates

Decomposition of US 10Yr yield since 2017

Source: Federal Reserve, Bloomberg, BlackRock, Data as of Feb. 5, 2019

Fed guidance vs. market expectations of rates

Impulse from fiscal stimulus is waning

Interest rate volatility has increased as rates have risen*

• The FOMC increased its policy rate range in the December 2018 
meeting.

• The Fed’s policy path holds some significant implication for rate 
markets. 

• Lower inflation risk premiums have driven rates from their highs 
(bottom right chart)

• The Fed has attempted to diminishing any impact from its balance 
sheet reduction (quantitative tightening - QT). The Fed is debating 
the optimal size of its balance sheet, as evidenced by the December 
FOMC minutes.  

Source: Bloomberg, BlackRock Investment Institute, as of Jan. 31, 2019.

Source: Goldman Sachs, Data as of Dec. 27, 2018
*Source: Bloomberg, as of Jan. 31, 2019
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Credit spread outlook

Source: BlackRock, Bloomberg. Data as of Dec. 31, 2018

Decomposition of large cap BBB-rated bonds by sector

Source: Bloomberg (BBG. Barc. US Corp. Investment Grade Index OAS, Data as of Jan 31, 
2019. Historical yields are not necessarily indicative of future levels. 

Risk-parity appears attractive again

Both IG and HY credit spreads have widened significantly in 
recent months

• Credit spreads have narrowed after moving to twelve month wides in 4Q18. 
It would seem that risks – potential policy changes, geopolitical uncertainty, 
earnings slowdown, the state of the credit cycle, global growth outlook, etc. 
– were a bit overblown, though remain under the surface.*

• The risk parity trade, measured by corporate spreads and US Treasuries (as 
measured by avg. 5yr and 10yr rates), has had a wild ride over the last year 
(see chart on bottom left*).  

• In the context of slower but steady growth, BBB-rated credit is not as scary 
as it first appears (see bottom right chart*).

Source: Bloomberg, Data as of Jan. 31, 2019

*Source: Bloomberg, as of Jan. 31 2018
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Corporate earnings remain solid and leverage has peaked creating a sound 

environment for corporate credit

Source: JPMorgan, Capital IQ, BlackRock, Data as of Q3 2018

Interest coverage declined as earnings slowed more than debt 
growth, while coupons are increasing for issuers

Source: JPMorgan, Capital IQ, BlackRock, Data as of Q3 2018

Earnings have been healthy for eight consecutive quarters

Source: JPMorgan, Capital IQ, BlackRock, Data as of Q3 2018

Gross leverage flattened out in recent quarters, but remains 
elevated

• Revenue and profit increases are expected to moderate as a 
result of waning fiscal stimulus. Slower growth and higher wages 
could pressure margins further.*

• Leverage ratios have moderated at an elevated level and interest 
coverage has settled near post-crisis lows. We expect to see 
modest improvement over the next few quarters, as measured on 
a post-tax basis.*

• Will trade tensions reduce business confidence and lead to 
reduced CapEx?*

Pre-tax earnings

* BlackRock views as of  Dec. 31, 2018
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US growth has been operating at a remarkable level for the past couple years, 

with a slowdown largely expected in the coming quarters

• Economic data in the U.S. has been strong as evidenced by the GDP chart on 
the right. 

• Consumer spending remains in a solid range as Confidence measures and 
PMIs continue to hover near post-crisis highs, although have moved lower 
recently. *

• Fiscal initiatives have been a tailwind for markets, most notably tax reform and 
a large discretionary budget. That dynamic is set to reverse towards the latter 
part of 2019, which may weaken economic data.

• GDP growth has risen as a function of greater consumer activity and a decline 
in the unemployment rate. Productivity growth has been weak, but is slowly 
improving.* The key question is will this continue?

Source: Bloomberg, Data as of Jan. 31 2019

US GDP exhibiting moderate growth and picking up in recent 

quarters, unsurprisingly

Source: Bloomberg, Data as of Jan. 31, 2018. 

Non-farm productivity has improved from muted levels, though 

remains historically low

Confidence measures and PMIs remain near post-crisis highs. Recent 

data is notably weaker, however.

Source: Bloomberg, Data as of Jan. 31, 2019
*Source: Bloomberg, as of Jan. 31, 2019
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Global capital markets: Convergence or more of the same?

Chinese assets have declined meaningfully as forward growth is 
questioned

Global PMI has receded, but growth remains broad based
Developments in the Euroarea, Japan and China have diverged 

from the U.S. in recent quarters

• Risks include the potential for a Chinese slowdown, having a big 
impact on emerging markets asset performance. China’s biggest 
challenges include trade tensions, further moderating the property 
market, curbing excess leverage and transitioning to a more 
consumer driven economy; a tenuous exercise in any environment. 
(See chart on right bottom).

• Japanese growth and European data have slowed in recent prints 
(See GDP chart below). 

• Trade tensions and increased tariffs may add to increased market 
volatility. We do not see trade risks dissipating quickly and this is 
likely to curb growth prospects.* 

Global GDP growth is normalizing from its highs in late 2017

Source: Bloomberg, Data as of Jan. 31, 2019. PMI stands for Purchasing Managers’ 
Indexes. PMI is an economic indicator that is derived from monthly surveys of private sector 
companies.  An Index level above 50 indicates an improvement in manufacturing activity. 

Source: Bloomberg, Data as of Jan. 31, 2019
Source: Bloomberg, Data as of Jan. 31, 2019
* Source: BlackRock views as of Jan. 31, 2019
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Indexes evolve with the markets
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Indexes are rules-based and systematic, but that doesn’t mean they can’t change.  Common amendments include:

• Country promotion, demotion, inclusion or deletion

• Sector evolution

• Market cap calculation and cut-off procedures

• Treatment of corporate actions

• Treatment of certain security types

Developed Markets Emerging Markets Regional Change

Source: MSCI as of 12/31/2018 
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The Index Fund Revolution

Source: iShares.com. BlackRock estimates based on McKinsey, Markit, Bloomberg, 
Simfund and Broadridge data as of 12/31/16

ETF Assets

2.1%

Other Indexed 
Assets

8.2%

Actively 
Managed 
Assets

21.0%

Unmanaged 
Assets

68.7%

Room to growWhat to know about index funds

Total Indexed 

Assets

10.3%

Index funds are still a small portion of stock and bond 

markets1 Indexing has democratized investing.

2 Indexes come in all shapes and sizes – including 

those that track the same market.

3 Index funds can offer access to many of the 

same outcomes that actively managed funds do.

4 Cost is only one consideration in choosing a fund.

5 Index funds are professionally managed.
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Investment Performance Drivers 

Be deliberate in combining Index, Factors, & Alpha to enhance portfolio design

Index strategies provide the anchor for strategic stock/bond benchmarks in target risk allocation

Active risk can be allocated to Factor strategies and Alpha-seeking strategies 

• The higher the conviction in alpha, the higher allocation to alpha-seeking strategies

• The more fee sensitive, the higher the allocation to factors 

• Robust portfolios are a result of considering alpha expectations, fee sensitivity, active risk budget and due diligence 

capabilities

Consider tilting towards more 

alpha-seeking for investors 

seeking higher information 

ratios and/or concentrated 

alpha opportunities 

Consider tilting  

towards more factors 

for investors seeking 

lower base fees 

Cap-weighted Index strategies

Index + Deliberate Factors

Index + Differentiated Alpha

Complementary Index + Deliberate 

Factors + Alpha

Combining all three brings together complementary 

sources of return, which may result in more efficient portfolios

Index strategies have the 

potential to provide a well 

diversified, low cost 

anchor for portfolios

FACTORS

ALPHAINDEX

For il lustrative purposes only. There is no guarantee that a positive investment outcome will be achieved.
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BlackRock Investment Stewardship  

As a fiduciary investor, we work on behalf of our clients, the asset owners: 

• Engaging with companies - Emphasizing direct dialogue with companies on governance issues that have a material 

impact on long-term performance.

• Using our vote - Perform independent research and analysis, carefully arriving at proxy vote decisions that are 

consistent with our voting guidelines and that we believe are in the best long-term economic interest of our clients.

• Promoting thought leadership - Engage in public policy issues and participate in market-level dialogue to 

contribute to the development of policies and practices that support stewardship, long-term investing and value 

creation.

40+ dedicated specialists in 7 locations: San Francisco, New York, London, Tokyo, Hong Kong, Singapore, and 

Sydney. 

In 2018* the team:

• Participated in 2,049 company engagements in 34 countries with 1453 companies 

• Voted at over 17,000 shareholder meetings on approximately 160,000 proposals in over 85 markets

• Presented BlackRock’s perspective on governance at over 190 conferences and public events globally

* Source: BlackRock, July 1, 2017 – June 30, 2018
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Presenter Biographies

Diane Parish

Managing Director 

Diane Parish, Managing Director, is a member of the US and Canada Institutional team w ithin BlackRock's Institutional Client Business. She is 

responsible for developing and maintaining relationships w ith institutional investors, including corporations and public and private pension plans.

Previously Ms. Parish w as a f ixed income portfolio manager in BlackRock's Portfolio Management Group, specializing in managing insurance 

company portfolios. Prior to joining BlackRock in 1995, Ms. Parish w as a Director and fixed income portfolio manager at CS First Boston 

Investment Management Corporation, w ith responsibility for institutional portfolios. Before joining the investment aff iliate, Ms. Parish w as a Vice 

President in the f ixed income research department of The First Boston Corporation. She began her career at the Frank Russell Company, w here 

she advised pension fund clients on f ixed income managers and investment strategies.

Ms. Parish earned a BA degree in business administration from the University of Washington and an MBA degree in f inance from Columbia 

University. 

Akiva Dickstein
Managing Director

Akiva Dickstein, Managing Director, is Head of Customized Multi-Sector Portfolios and co-Head of Global Inflation Linked Portfolios w ithin 

BlackRock's Global Fixed Income (GFI) group, and a member of the Global Fixed Income executive team. He is also a portfolio manager of 

BlackRock's Core Bond Fund. Prior to taking on his current responsibilities, Mr. Dickstein w as the lead portfolio manager on BlackRock's 

mortgage portfolios.

Before joining BlackRock in 2009, Mr. Dickstein spent eight years at Merrill Lynch, w here he served as Managing Director and head of the U.S. 

Rates & Structured Credit Research Group. He w as responsible for the team that produced MBS, ABS, CMBS, Treasuries, sw aps, and interest 

rate derivatives research. Mr. Dickstein's publications on MBS strategy included the w eekly Mortgage Investor as w ell as numerous lengthier 

articles on topics such as optimal loan modif ications, the valuation of credit-sensitive MBS and ABS, and the pricing of mortgage derivatives, 

options, and pass-throughs. In addition, he developed Merrill's prepayment models for f ixed rate and hybrid MBS. From 1993 to 2001, Mr. 

Dickstein w as w ith Lehman Brothers, most recently as a Senior Vice President in Mortgage Derivatives Trading. In this role, he traded mortgage 

derivatives and developed Lehman's credit default model. He joined Lehman as a mortgage and asset-backed securities analyst and w as named 

to Institutional Investor's All American Fixed Income Research Team in pass-throughs, non-agency mortgages, and asset-backed securities.

Mr. Dickstein earned a BA degree in economics, summa cum laude, from Yale University in 1990, and an MA degree in physics from Princeton 

University in 1993.
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Presenter Biographies

Timothy Murray, CFA

Director

Timothy M urray, CFA, Director, is an Index Equity strategist w ithin BlackRock's ETF & Index Investments group.

Mr. Murray's service w ith the f irm dates back to 2007, including his years w ith Barclays Global Investors (BGI), w hich merged w ith BlackRock in 

2009. Prior to moving to his role as a product strategist, Mr. Murray w as a senior portfolio manager and team leader in BlackRock's Institutional 

Index Equity Portfolio Management Group. Before joining BGI, Mr. Murray w as a manager at State Street w orking w ith asset managers on trade 

processing and settlement.

Mr. Murray earned a BS degree in f inance from California State University, Sacramento, in 2002, and an MBA degree from the University of 

California, Davis, in 2013.
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Important Notes

Past performance does not guarantee future results.

For ease of reference, “BlackRock” may be used to refer to BlackRock, Inc. and its affiliates, including BlackRock Institutional Trust Company, N.A. BlackRock Institutional Trust Company,

N.A. (“BTC”), a national banking association operating as a limited purpose trust company, manages the collective investment funds and common trust funds (“collective funds”) products

and services discussed in this publication and provides fiduciary and custody services to various institutional investors. Collective funds are privately offered: prospectuses are not required.

Strategies maintained by BTC are not insured by the Federal Deposit Insurance Corporation or any other agency of the US government, are not an obligation or deposit of, or guaranteed

by, BTC or its affi l iates.

Investment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than the original cost. Any opinions expressed

in this publication reflect our judgment at this date and are subject to change. No part of this publication may be reproduced in any manner without the prior written permission of BTC.

Collective fund performance assumes reinvestment of income, and does not reflect management fees, and certain transaction costs and expenses charged to the fund. Risk controls, asset

allocation models, and proprietary technology do not promise any level of performance or guarantee against loss of principal.

This material is for distribution only to those types of recipients as provided below and should not be relied upon by any other persons. This material is provided for informational purposes

only and does not constitute a solicitation in any jurisdiction in which such solicitation is unlawful or to any person to whom it is unlawful. Moreover, it neither constitutes an offer to enter into

an investment agreement with the recipient of this document nor an invitation to respond to it by making an offer to enter into an investment agreement. Where historical performance

information of other investment vehicles or composite accounts managed by BlackRock, Inc. and/or its subsidiaries (together, “BlackRock”) has been included in this material, such

performance information is presented by way of example only. No representation is made that the performance presented will be achieved, or that every assumption made in achieving,

calculating or presenting the historical performance information herein has been considered or stated in preparing this material. This material is not intended to be relied upon as a forecast,

research or investment advice, and isnot a recommendation, offer or solicitation to buy or sell any securitiesor to adopt any investmentstrategy.

This document contains general information only and is not intended to represent general or specific investment advice. The information does not take into account an investor’s financial

circumstances. An assessment should be made asto whether the information isappropriate for you having regard to your objectives, financial situation and needs.

None of the information constitutes a recommendation by BTC or a solicitation of any offer to buy or sell any securities. The information is not intended to provide investment advice. Neither

BTC nor BlackRock, Inc. guarantees the suitability or potential value of any particular investment. The information contained herein may not be relied upon by you in evaluating the merits of

investing in any investment. To obtain pricing information, please contact your local service representative. Strategies maintained by BlackRock are not insured by the Federal Deposit

Insurance Corporation and are not guaranteed by BlackRock or its affiliates. There are structural and regulatory differences between collective funds and mutual funds that may affect their

respective feesand performance

BlackRock Institutional Trust Company, N.A., isa wholly-owned subsidiary of BlackRock, Inc.

For A Funds:

Strategies include bank collective investment funds maintained and managed by BlackRock Institutional Trust Company, N.A. which are available only to certain qualified employee benefit

plansand governmental plansand are not offered or available to the general public. Accordingly, prospectusesare not required and pricesare not available in local publications.

For B Funds:

Strategies include bank common trust funds maintained and managed by BlackRock Institutional Trust Company, N.A. which are available only to certain qualified purchasers and are not

offered or available to the general public. Accordingly, prospectusesare not required and pricesare not available in local publications.

THIS MATERIAL IS HIGHLY CONFIDENTIAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED TO PERSONS OTHER THAN THE RECIPIENT.

© 2019 BlackRock, Inc. All Rights reserved. BLACKROCK is a registered trademark of BlackRock, Inc. or its subsidiaries in the United States and elsewhere. All other trademarks are those

of their respective owners.
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THE INFORMATION CONTAINED HEREIN MAY BE PROPRIETARY IN NATURE AND HAS BEEN PROVIDED TO YOU ON A CONFIDENTIAL BASIS, AND MAY NOT BE 

REPRODUCED, COPIED OR DISTRIBUTED WITHOUT THE PRIOR CONSENT OF BLACKROCK, INC. (“BLACKROCK”). These materials are not an advertisement and are not 

intended for public use or dissemination.   

This communication is not an offer and should not be deemed to be a contractual commitment or undertaking between the intende d recipient of this communication and BlackRock but an 

indication of what services may be offered subject to a legally binding contract between the parties and therefore no relianc e should be placed on this document or its content. Opinions, 

estimates and recommendations offered constitute our judgment and are subject to change without notice, as are statements of financial market trends, which are based on current market 

conditions. We believe the information provided here is reliable, but do not warrant its accuracy or completeness. This commu nication and its content represent confidential information. This 

material has been prepared for informational purposes only, and is not intended to provide, and should not be relied on for, accounting, legal or tax advice. You should consult your tax or 

legal adviser regarding such matters.

Any reference herein to any security and/or a particular issuer shall not constitute a recommendation to buy or sell, offer t o buy, offer to sell, or a solicitation of an offer to buy or sell any 

such securities issued by such issuer.

This material is for distribution only to those types of recipients as provided below and should not be relied upon by any ot her persons. This material is provided for informational purposes 

only and does not constitute a solicitation in any jurisdiction in which such solicitation is unlawful or to any person to wh om it is unlawful. Moreover, it neither constitutes an offer to enter into 

an investment agreement with the recipient of this document nor an invitation to respond to it by making an offer to enter into an investment agreement.

Credit Quality

The credit quality of a particular security or group of securities may be determined either by BlackRock or a nationally reco gnized statistical rating organization and does not ensure the 

stability or safety of an overall portfolio.  In the event a security in unrated by a ratings organization, BlackRock may assign an internal rating for purposes of determining credit quality.  Past 

performance is not indicative of future results.

Forward Looking Information

This material may contain “forward-looking” information that is not purely historical in nature. Such information may include, among other things, projections, forecasts, estimates of yields or 

returns, and proposed or expected portfolio composition. Moreover, where certain historical performance information of other investment vehicles or composite accounts managed by 

BlackRock, Inc. and/or its subsidiaries (together, “BlackRock”) has been included in this material and such performance information is presented by way of example only. No representation 

is made that the performance presented will be achieved, or that every assumption made in achieving, calculating or presentin g either the forward-looking information or the historical 

performance information herein has been considered or stated in preparing this material. Any changes to assumptions that may have been made in preparing this material could have a 

material impact on the investment returns that are presented herein by way of example.

This material is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, of fer or solicitation to buy or sell any securities or to adopt any 

investment strategy. The opinions expressed may change as subsequent conditions vary. The information and opinions contained in this material are derived from proprietary and 

nonproprietary sources deemed by BlackRock to be reliable, are not necessarily all inclusive and are not guaranteed as to accuracy. There is no guarantee that any forecasts made will 

come to pass. Reliance upon information in this material is at the sole discretion of the reader.  Past performance is no guarantee of future results.

Performance and Fees

Past performance is not a guarantee or a reliable indicator of future results . Certain performance figures do not reflect the deduction of investment advisory fees (described in Part II of 

BlackRock's Form ADV) but they do reflect commissions, other expenses (except custody), and reinvestment of earnings. Such fees that a client may incur in the management of their 

investment advisory account may reduce the client's return. For example, assuming an annual gross return of 8% and an annual management/advisory fee of .40%, the net annualized total 

return of the portfolio would be 7.58% over a 5-year period. The “net of fees' performance figures reflect the deduction of actual investment advisory fees but do not reflect the deduction of 

custodial fees. All periods longer than one year are annualized
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Index

It is not possible to directly invest in an unmanaged index.

Risk

Investing in the bond market is subject to certain risks including market, interest -rate, issuer, credit, and inflation risk. Equities may decline in value due to both real and perceived general 

market, economic, and industry conditions. Mortgage and asset-backed securities may be sensitive to changes in interest rates, subject to early repayment risk, and while generally backed 

by a government, government-agency or private guarantor there is no assurance that the guarantor will meet its obligations. High -yield, lower-rated, securities involve greater risk than 

higher-rated securities; portfolios that invest in them may be subject to greater levels of credit and liquidity risk than portf olios that do not. Investors will, at times, incur a tax liability. Income 

from municipal bonds may be subject to state and local taxes and at times the alternative minimum tax. Derivatives may involve certain costs and risks such as liquidity, interest rate, market, 

credit, management and the risk that a position could not be closed when most advantageous. Investing in derivatives could lo se more than the amount invested. 

BlackRock makes no representations or warranties as to the accuracy or completeness of the information contained herein, and further nothing contained herein shall be relied upon as a 

promise by, or representation by, BlackRock whether as to past or future performance results.  Past performance is not indica tive or predictive of future performance.

These materials are being provided for informational purposes only and are not intended to constitute tax, legal or accounting advice.  You should consult your own advisers on such 

matters.  Additional information is available on request.  Information contained herein is believed to be reliable but BlackRockdoes not warrant its accuracy or completeness. Information 

contained herein represents BlackRock’s own opinions. There can be no assurance that the investment objectives of any strateg y referred to herein will be achieved. An investment in any 

strategy referred to herein involves a high degree of risk, including the risk that the entire amount invested may be lost. 

THIS MATERIAL IS HIGHLY CONFIDENTIAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED TO PERSONS OTHER THAN THE RECIPIENT.

© 2019 BlackRock, Inc. All rights reserved. ALADDIN, BLACKROCK, BLACKROCK SOLUTIONS, and iSHARESare registered trademarks of BlackRock, Inc. or its subsidiaries in the 

United States and elsewhere. All other trademarks are the property of their respective owners. 
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