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1Nebraska Investment Council 

As of March 31, 2017, aggregated assets totaled $24,658,199,535, which represented an increase of approximately $1.6 billion from the end of the previous quarter. The 
significant increase in assets is a result of the addition of OSERS. 

The “reflation trade” that drove global equity markets higher last quarter was bolstered in the first quarter by a continuation of improving economic fundamentals across 
regions. Momentum in equity markets, however, waned towards the end of the quarter as the U.S. administration’s struggles to revise healthcare reform led to more realistic 
expectations for pro-growth policies. U.S. equities, as measured by the Dow Jones U.S. Total Stock Market Index, gained 5.8% during the first quarter. Non-U.S. equities 
outperformed U.S. equities, returning 7.9% for the quarter, as measured by the MSCI AC World ex-U.S. Index. The U.S. Dollar depreciated against all major currencies 
despite the Fed hiking the target range for the federal funds rate to 0.75%-1.00%, a continuation of the divergent interest rate paths of the U.S. and other developed markets. 

The Barclays Universal Bond Index returned 1.1% in the first quarter as the yield curve flattened over the quarter. The index has provided a return of 1.9% for the past year.

Highlights
Total NIC Plans As of March 31, 2017
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The Defined Benefit, Cash Balance Benefit, Excess Liability Fund, Total OIP, Aeronautics, and Agricultural Development Funds approximated or outperformed their respective 
benchmarks during the quarter. It is also noteworthy that the majority of the asset pools have matched or exceeded their policy benchmarks over the trailing three-, five-, and 
ten-year periods.

Asset Allocation & Performance 
Selected* Plans

*Only includes Plans that have a total fund return. As such, Defined Contribution, Deferred Compensation, Hartford, College Savings Plans, TDOA, and University Fund N 
Plan are not shown

As of March 31, 2017
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As of March 31, 2017, the asset class allocations within each portfolio were within permissible ranges with one exception.  (The allocation to U.S. Equity within the CBB Plan was 
slightly above the top-end of the policy range as of quarter-end.) In some cases, the U.S. equity allocation is above its policy target, which is largely a result of the relative 
outperformance U.S. equities have experienced of late. It should also be noted that the U.S. equity allocation will serve as a source of funding for additional alternative investments
in the DB and CBB Plans.

All Plans – Actual vs. Policy Allocation

- The intermediate-term Private Equity policy allocation is 4% for the Defined Benefit and Cash Balance Benefit Plans.
- The long-term target allocation to Real Estate within the DB and CBB Plans is 7.5% and will be funded from U.S. Equity over time.

Actual Policy Difference Policy Ranges Actual Policy Difference Policy Ranges

U.S. Equity 35.4% 30.5% 4.9% 25.5% - 35.5% 35.6% 30.5% 5.1% 25.5% - 35.5%

Non-U.S. Equity 10.4% 13.5% -3.1% 8.5% - 18.5% 10.4% 13.5% -3.1% 8.5% - 18.5%

Global Equity 15.9% 15.0% 0.9% 10.0% - 20.0% 15.8% 15.0% 0.8% 10.0% - 20.0%

Fixed Income 27.5% 30.0% -2.5% 25.0% - 35.0% 27.8% 30.0% -2.2% 25.0% - 35.0%

Real Estate 6.1% 6.0% 0.1% 1.0% - 11.0% 5.7% 6.0% -0.3% 1.0% - 11.0%

Private Equity* 4.7% 5.0% -0.3% 0.0% - 10.0% 4.6% 5.0% -0.4% 0.0% - 10.0%

Actual Policy Difference Policy Ranges Actual Policy Difference Policy Ranges

U.S. Equity 37.4% 40.0% -2.6% 35.0% - 45.0% 27.0% 25.0% 2.0% 20.0% - 30.0%

Non-U.S. Equity 15.2% 15.0% 0.2% 10.0% - 20.0% 8.8% 10.0% -1.2% 5.0% - 15.0%

Global Equity 13.3% 10.0% 3.3% 5.0% - 15.0% 5.1% 5.0% 0.1% 0.0% - 10.0%

Fixed Income 21.8% 25.0% -3.2% 20.0% - 30.0% 47.3% 50.0% -2.7% 45.0% - 55.0%

Real Estate 5.5% 5.0% 0.5% 0.0% - 10.0% 4.7% 5.0% -0.3% 0.0% - 10.0%

Private Equity* 6.9% 5.0% 1.9% 0.0% - 10.0% 7.1% 5.0% 2.1% 0.0% - 10.0%

Defined Benefit Plan Cash Balance Benefit

Health Care Endowment 50/50 Endowment
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The Defined Benefit Plan and the Cash Balance Benefit Plan performed in-line with the policy benchmark during the quarter. Total fund peer rankings are favorable 
across all trailing periods. The equity component of each Plan, in particular the U.S. equity exposure, has been the main driver of absolute performance in recent years. 

*Denotes a performance benchmark is a splice of more than one index. Descriptions can be found in the appendix of this report. 
Note: The Total Fixed Income market value for the Cash Balance Benefit plan includes the CBB-GICS & Money Market. 

Asset Allocation & Performance 
Defined Benefit & Cash Balance Benefit Plans As of March 31, 2017
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Plan Sponsor Peer Group Analysis
Total Defined Benefit Plan

Universe rankings highlight that the Defined Benefit Plan outperformed the majority of its peers over the one-, three-, five-, and ten-year periods. Over the trailing one-, 
three-, five-, and ten-year periods, the DB Plan ranks in the 27th, 2nd, 11th, and 15th percentile relative to peers. Furthermore, the Plan has matched or exceeded its policy 
benchmark return over all trailing periods shown.

As of March 31, 2017
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Total Fund Attribution
1 Quarter Ending March 31, 2017Total Defined Benefit Plan

During the first quarter, the Plan’s underlying managers had no impact (net-of-fees) on absolute performance while the overweight and underweight asset class positions 
had a slightly positive impact in aggregate, adding 0.01% to absolute performance. 
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One-year attribution indicates that the Fund’s 0.33% of outperformance during the period was primarily due to added value from asset allocation. Over the past year, the 
Plan’s overweight and underweight asset class positions contributed 0.27% to absolute performance while the  Plan’s underlying manager performance was also 
favorable, adding 0.05% (net-of-fees). 

Total Fund Attribution
1 Year Ending March 31, 2017Total Defined Benefit Plan
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The Fund options offered to participants span the risk / return spectrum, which is consistent with best practices. 

Asset Allocation & Performance 
Total Defined Cont. & Deferred Comp. As of March 31, 2017
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Three funds (Hartford Capital Appreciation HLS, Oakmark Equity & Income, and Oppenheimer Value Fund) were removed from the watch list during the quarter. Removal 
of these funds was triggered by favorable performance factors as of late. One new fund was added to the watch list this quarter due to performance reasons (Munder Mid-
Cap Core Growth). No action is recommended at this time. 

Watchlist

Status Number of Criteria Met Suggested Action
Less than 2 Active – No action required

Greater than 4 Closed Out – All invested balances must be moved to another active 

2 to 3 Active – On “closely monitored” list
4 Closed – all allocations to the fund must be stopped, but 

Funds listed under the College Savings Plan section register “Yellow” in at least one of the three underlying plans
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Allocation as of 
12/31/16 ($ MM)

Allocation as 
of 12/31/16 (%)

Allocation as 
of 3/31/17 ($)

Allocation as 
of 3/31/17 (%)

Transition 
Year 1 Target

Long-Term Target 
Asset Allocation

U.S. Equity $152.9 13.4% $255.4 22.0% 22.5% 29.0%

Non-U.S. Equity -- -- 85.9 7.4 10.5 13.5

Global Equity 210.5 18.5 94.7 8.2 11.5 15.0

Fixed Income (Core) 130.6 11.5 $209.7 18.1 25.0 21.5

Fixed Income (RS) -- -- -- -- -- 8.5

Hedge Funds 103.2 9.1 106.4 9.2

30.5

--

Real Assets 170.1 14.9 41.2 3.5 --

Real Estate 240.1 21.1 243.7 21.0 7.5

Private Equity 117.3 10.3 123.6 10.7 5.0

Cash 15.7 1.4 -- -- -- --

Total Fund $1,139.8 100.0% $1,160.7 100.0% 100.0% 100.0%

 More than half of the portfolio ($600+ million) transitioned during Q1, mostly during the second half of March
– 12 new mandates funded, 9 terminated

 Transition activity overseen by SSgM; eye towards efficiency / cost minimization
– Cost of transition was in-line with the range presented in SSgM pre-trade analysis

 The bulk of the “Year 1” transition activity has been completed
– As additional liquidity becomes available the actual allocations to U.S. Equity, Non-U.S. Equity, Global Equity, and 

Fixed Income will be increased towards there Year 1 transition target
 It will be several years before the Long-Term Target allocation is reached

OSERS – Summary of Transition Activity During 1Q

The table above summarizes the OSERS transition activity / progress towards the new target allocation to date in 2017.
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Fees remain extremely competitive for both the Defined Benefit Plan and the Cash Balance Plan. The total fee as of March 31, 2017, is 31 basis points (0.31%) annually. 

Defined Benefit & Cash Balance Benefit Fees

1. Total Fee (in dollars) of trailing 12-month period as of 12/31/2016.
2. Total Fee (in dollars) of trailing 12-month period as of 9/30/2016.
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The fees for the funds within the DC Plans are extremely favorable, ranging from 0.02% to 0.37% per annum. The DFA Small Cap Fund fee is 0.37%, which ranks very 
favorably relative to other active small cap managers. 

Fee Schedule**
As of March 31, 2017Total Defined Cont. & Deferred Comp

** In addition to the fees listed above, $128,637 (˜1 bp on assets) in annual fees are paid to the Nebraska Investment Council.
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