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U.S. Equity 
 
The U.S. stock market rallied 6.2% in the third quarter, 
posting gains across each month. The market has now 
risen in four consecutive months, up 10.3% during that 
period, and has recouped all losses from the previous high 
on October 9, 2007.  As was the case in the previous 
quarter, returns during the third quarter were comparable 
across size and style segments. 
 
The market‟s third quarter rally was broad based, with all 
economic sectors advancing.  Utilities, the worst performing 
sector, posted a 0.5% total return while Energy was the 
best performer, up 10.0%. The Telecom Services sector 
was a strong performer during the quarter, up 7.9%, and 
leads other segments in 2012 with a 25.7% return year-to-
date. 
 
The U.S. monetary base has expanded dramatically since 
the beginning of the global financial crisis in 2008, and is 
continuing to do so.  The first round of quantitative easing 
(QE1) began in 2008 while QE2 was announced in 2010.  
The Fed‟s recently announced QE3, which commits to 
purchasing $40 billion per month of agency MBS, 
representing nearly half a trillion in stimulus over the 
course of a year, is likely to push the monetary base over 
$3 trillion by the end of 2013. 

Non-U.S. Equity 
 
Most global equity markets rallied in the third quarter, with 
surprising resilience in the European exchanges.  The 
European Central Bank‟s actions to shore up the euro, and 
record low yields on the safest European sovereign debt, 
gave investors confidence to buy local-market stocks, even 
in the face of public unrest in Spain and Greece late in the 
quarter.  The Asia-Pacific region‟s performance experienced 
headwinds from Japan, but still managed positive returns.  
Emerging markets sprinted to stellar performance in the 
third quarter, despite continued signs of an economic 
slowdown in China. 
 
Fixed Income 
 
With the Federal Reserve holding fast on low interest rates 
and buying mortgage-backed paper to spur the job market, 
bond investors accelerated their move into riskier asset 
space, snapping up higher-yielding corporate paper whether 
investment-grade or “junk.” The yields on long-dated 
Treasuries rose slightly during the third quarter, while 
short-term yields actually ticked downward.  Despite the 
considerable turmoil in continental European fixed income 
markets, the quest for yield kept global investors buying 
bonds in developed and emerging economies. 
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Unemployment Rate and Job Growth/Loss

Job Growth (Loss) Unemployment Rate

September 30, 2012

CPI (all items)

Seasonally adjusted Sep-12 0.6 3-Month 1.2

Aug-12 0.6 12-Month 2.0

Jul-12 0.0 10-Yr Annual 2.5

Breakeven Inflation 10-Year 2.5

Consumer Sentiment Sep-12 78.3

Unv. of Michigan Survey Aug-12 74.3

1-Yr Ago 59.5 10-Yr Avg 79.1

Manufacturing Sep-12 51.5 Change in Manufacturing Sector

Inst. for Supply Mgmt Aug-12 49.6 >50 Expansion

Purchasing Mngrs' Idx 1-Yr Avg 52.2 <50 Contraction

Note:  Seasonally adjusted CPI data is utilized to better reflect short-term pricing activity.

Monthly Change Cumulative Change

Key Economic Indicators
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Performance Overview 

• LACERS investment portfolio ended the 3rd quarter with a market value of $11.4 billion, an 

increase of $0.8 billion from the previous quarter.  The Fund’s net of fee return was 4.6% for 

the quarter and 17.8% for the one-year period. 

 

• The Total Fund underperformed its policy benchmark by -0.6% for the quarter and -2.0% for 

the one-year period. 

 

• In a comparison to other public funds with market values greater than $1 billion in TUCS 

(Trust Universe Comparison Service), LACERS ranged in the 45th percentile for the quarter 

and in the 18th percentile for the one-year period. 

 

• All asset classes produced positive returns for  the 3rd quarter of 2012. 

 

• Non-U.S. Equity and Fixed Income outperformed its respective benchmarks, while U.S. 

Equity underperformed its benchmark for the quarter. 

 

• Alternative Investments and Private Real Estate underperformed its benchmark by -6.9% and 

-2.0%, respectively. 

 
Note: Due to the J-curve effect in early stages of a fund’s life, returns may lag prior to realization of proceeds in later years. 

 Quarter Ending September 30, 2012 
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Fund Performance 1 

Quarter Ending September 30, 2012

Market Value 

($million)

% to Total 

Fund

Current 

Quarter

One              

Year

Three          

Years

Five          

Years

Ten          

Years

Fifteen          

Years1

Since 

Inception1

5 Year 

Tracking 

Error

LACERS Master Trust 11,380$    100.0% 4.6 17.8 9.3 1.4 8.2 5.9 8.0 2.5

Policy Benchmark 5.2 19.8 9.8 2.1 8.4 6.2 8.1

Excess Return -0.6 -2.0 -0.5 -0.7 -0.2 -0.3 -0.1

U.S. Equity 4,300$      37.8% 5.7 30.2 12.6 0.8 8.5 5.4 9.4 1.4

Russell 3000 6.2 30.2 13.3 1.3 8.5 4.4 8.0

Excess Return -0.5 0.0 -0.7 -0.5 0.0 1.0 1.4

Non-U.S. Equity 2,370$      20.8% 7.7 15.1 3.4 -3.9 9.5 3.6 4.6 1.7

MSCI ACWI ex U.S.* 7.4 14.5 3.2 -4.1 9.8 4.6 5.2

Excess Return 0.3 0.6 0.2 0.2 -0.3 -1.0 -0.6

Total Fixed Income 2,759$      24.2% 3.1 9.6 8.1 7.6 7.0 7.1 7.6 2.7

BC U.S. Universal * 2.0 6.5 6.7 6.6 5.7 6.0 6.6

Excess Return 1.1 3.1 1.4 1.0 1.3 1.1 1.0

Private Real Estate *** 681$         6.0% 0.9 6.3 2.1 -7.7 2.5 4.9 5.7 10.3

NCREIF Property Lagged + 100bps ** 2.9 12.3 8.9 2.6 8.3 9.4 9.4

Excess Return -2.0 -6.0 -6.8 -10.3 -5.8 -4.5 -3.7

Alternative Investments *** 1,201$      10.6% 0.3 7.3 15.5 5.2 12.0 10.7 9.7 20.3

Russell 3000 + 300bps ** 7.2 34.2 17.3 5.3 12.5 8.4 12.0

Excess Return -6.9 -26.9 -1.8 -0.1 -0.5 2.3 -2.3

1
Indicates gross returns

* Both the MS ACWI ex US and Barclays US Universal indices are historically blended with other indices.

** Effective July 1, 2012; previous benchmark for Private Real Estate: NCREIF Property Lagged and for Alternative Investments: Russell 3000 + 400 bps.

*** Due to the J-Curve effect in early stages of a fund's life, returns may lag prior to realization of proceeds in later years.

LACERS Total Fund
(Returns are Net of Fees)



Total Fund – Contribution to 5-Year Total & Active Risk 

• Public equities comprises 93% of total risk despite actual weighting of 61% 

• Private markets (Real Estate and Private Equities) comprises 97% of active risk as it is difficult to 
separate active from „beta‟ exposures in those asset classes 

• Fixed Income provided reduction to active risk, but not total risk as desired 

• Real Estate has provided modest total risk reduction  

 Quarter Ending September 30, 2012 
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 Quarter Ending June 30, 2012 

 
  

 

Fund Performance 3 



Return to Risk Ratio Comparison 

• Return to risk ratio comparison puts funds with different asset allocation objectives on even footing 

• LACERS currently ranks 70th percentile versus peers on return/risk ratio basis 

 Quarter Ending September 30, 2012 
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U.S. Equity Managers 





U.S. Equity Managers 1 

Quarter Ending September 30, 2012

Inception 

Date

Market Value 

($million)

% to Total 

U.S. Equity

Current 

Quarter

One              

Year

Three          

Years

Five          

Years

Ten          

Years

Since 

Inception1

5 Year 

Tracking 

Error

U.S. Equity Oct-94 4,300$      100.0% 5.7 30.2 12.6 0.8 8.5 9.4 1.4

Russell 3000 6.2 30.2 13.3 1.3 8.5 8.0

Excess Return -0.5 0.0 -0.7 -0.5 0.0 1.4

Aronson, Johnson & Ortiz Oct-01 484$          11.2% 7.2 32.1 13.2 -0.1 8.8 6.9 3.4

Russell 1000 Value 6.5 30.9 11.8 -0.9 8.2 5.7

Excess Return 0.7 1.2 1.4 0.8 0.6 1.2

Blackrock Russell 1000 Value Dec-98 493$          11.5% 6.5 30.8 12.0 -0.8 8.3 4.6 0.1

Russell 1000 Value 6.5 30.9 11.8 -0.9 8.2 4.5

Excess Return 0.0 -0.1 0.2 0.1 0.1 0.1

Thomson Horstmann Oct-95 244$          5.7% 4.4 32.6 11.9 1.0 9.8 10.0 6.5

Russell 2000 5.3 31.9 13.0 2.2 10.2 7.7

Excess Return -0.9 0.7 -1.1 -1.2 -0.4 2.3

Franklin Advisers Sep-94 191$          4.4% 1.7 25.1 16.2 1.7 9.0 8.3 4.9

Russell 2000 Growth 4.8 31.2 14.2 3.0 10.6 6.2

Excess Return -3.1 -6.1 2.0 -1.3 -1.6 2.1

Sit Investments Jan-01 191$          4.4% 2.3 26.9 15.1 1.3 10.4 3.4 6.0

Russell 2000 Growth 4.8 31.2 14.2 3.0 10.6 3.4

Excess Return -2.5 -4.3 0.9 -1.7 -0.2 0.0

Donald Smith & Co. Feb-06 95$            2.2% 6.7 21.5 9.7 2.6 -- 4.3 9.5

Russell 2000 Value 5.7 32.6 11.7 1.4 -- 2.6

Excess Return 1.0 -11.1 -2.0 1.2 -- 1.7

PanAgora Asset Management Feb-06 168$          3.9% 6.0 34.5 15.1 1.6 -- 1.9 3.2

Russell 2000 Value 5.7 32.6 11.7 1.4 -- 2.6

Excess Return 0.3 1.9 3.4 0.2 -- -0.7
1

Indicates gross returns

U.S. Equity Managers
(Returns are Net of Fees)



U.S. Equity Managers 2 

Quarter Ending September 30, 2012

Inception 

Date

Market Value 

($million)

% to Total 

U.S. Equity

Current 

Quarter

One              

Year

Three          

Years

Five          

Years

Ten          

Years

Since 

Inception1

5 Year 

Tracking 

Error

Blum Stinson Sep-08 47$            1.1% -4.3 10.4 -7.1 -- -- 0.4 --

Russell 2000 5.3 31.9 13.0 -- -- 6.9

Excess Return -9.6 -21.5 -20.1 -- -- -6.5

New Mountain Cap Group Mar-08 59$            1.4% 3.6 12.2 8.5 -- -- 3.7 --

Russell Midcap Blend 5.6 28.0 10.3 -- -- 1.4

Excess Return -2.0 -15.8 -1.8 -- -- 2.3

Rhumbline Advisors Mar-93 737$          17.1% 6.3 30.1 13.4 1.3 8.2 8.3 0.3

S&P 500 6.4 30.2 13.2 1.1 8.0 8.2

Excess Return -0.1 -0.1 0.2 0.2 0.2 0.1

Blackrock S&P 500 Index Plus Feb-10 1,476$       34.3% 6.4 30.3 -- -- -- 13.2 --

S&P 500 6.4 30.2 -- -- -- 13.0

Excess Return 0.0 0.1 -- -- -- 0.2

Inception 

Date

Market Value 

($million)

% to Total 

U.S. Equity

Current 

Quarter

One              

Year

Three          

Years

Five          

Years

Ten          

Years

Since 

Inception1

5 Year 

Tracking 

Error

Manager-of-Manager Programs 2.7%

Attucks Nov-05 33$            0.8% 5.1 31.0 12.8 1.2 -- 4.4 3.4

Russell 2000 5.3 31.9 13.0 2.2 -- 4.6

Excess Return -0.2 -0.9 -0.2 -1.0 -- -0.2

Capital Prospects Dec-05 31$            0.7% 4.9 27.4 11.9 0.1 -- 3.8 2.8

Russell 3000 6.2 30.2 13.3 1.3 -- 4.5

Excess Return -1.3 -2.8 -1.4 -1.2 -- -0.7

Progress Investment Oct-06 52$            1.2% 5.5 25.7 10.3 -0.9 -- 1.7 2.5

Russell 3000 6.2 30.2 13.3 1.3 -- 3.1

Excess Return -0.7 -4.5 -3.0 -2.2 -- -1.4
1

Indicates gross returns

U.S. Equity Managers
(Returns are Net of Fees)



U.S. Equity – Contribution to 5-Year Total & Active Risk 

• Over last 5-years, Alliance Bernstein (now terminated) was largest contributor to active risk 

• Most managers provided contribution to total risk in line with their portfolio weights, which is 
desirable.  Exceptions were:  Alliance and Sit. 

• Additionally, most managers provided contribution to active risk in line with their respective 
contribution to total risk.  Exceptions were AJO, Donald Smith, Blum, New Mountain, Sit, and 
Alliance Bernstein 

 Quarter Ending September 30, 2012 
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• Active returns are returns earned over/(under) benchmark return 

• LACERS‟ information ratio has been negative for five years 

 

 Quarter Ending September 30, 2012 

 
  

 

* Risk-adjusted active returns are referred to as “Information Ratio”.  Information Ratio  =  Excess return (alpha) / Excess risk (tracking error) 

5-Year Rolling Risk-Adjusted Active Returns* 

U.S. Equity Managers 4 



• LACERS U.S. Equity Portfolio exhibits significant smaller cap bias versus Russell 3000 
benchmark 

• As large cap stocks currently outperforming small cap stocks, this bias is source for 
underperformance versus benchmark 

 Quarter Ending September 30, 2012 
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Quarter Ending September 30, 2012

Since 

Inception

I U I U I U I U I

 Aronson, Johnson & Ortiz Oct-01 Large Cap Value          Performance satisfactory.

 Thomson Horstmann Oct-95 Small Cap          Performance mixed. Monitoring manager.

 Franklin Advisers Sep-94 Small Cap Growth          Performance lagging. Monitoring manager.

 Sit Investments Jan-01 Small Cap Growth         = Performance lagging. Monitoring manager.

 Donald Smith Feb-06 Small Cap Value          Performance mixed. Monitoring manager.

 Panagora Feb-06 Small Cap Value          "On Watch" since 10/11 - organization.

 Blum Stinson Sep-08 Corp Gov  n/a  n/a  n/a n/a n/a  Redeemed on Sep. 30, 2012

 New Mountain Cap Grp Mar-08 Corp Gov  n/a  n/a  n/a n/a n/a  Limited track record. 

 Attucks Nov-05 Fund of Funds  n/a  n/a  n/a  n/a  "On Watch" since 6/11 - performance. 

 Capital Prospects Dec-05 Fund of Funds  n/a  n/a  n/a  n/a  "On Watch" since 6/11 - performance. 

 Progress Oct-06 Fund of Funds  n/a  n/a  n/a  n/a  "On Watch" since 10/09 - performance. 

 BlackRock  R1000 Value Dec-98 R1000 Value Index =         Performance satisfactory.

 BlackRock S&P 500 Index Plus Feb-10 S&P 500 Index =    n/a n/a n/a n/a  Limited track record.

 Rhumbline Advisors Mar-93 S&P 500 Index          Performance satisfactory.

1Current Quarter, 1-Yr, 3-Yrs, and 5-Yrs returns are net of fees. Since Inception returns are gross of fee. LEGEND
2Managers are placed on the Watch List for concerns with organization, process, and performance.  Managers are normally on the Watch List    outperformed index               I    index

for 6 months though can be longer if manager issues still remain but not severe enough to warrant contract termination recommendation.    underperformed  index          U  universe median

=   equal to index

U.S. Managers

MANAGER REPORT CARD1

Mandate

Current     

Quarter
One Year

Three 

Years

Five 

Years Comments2Inception 

Date

U.S. Equity Managers 6 



U.S. Equity Managers 7 



U.S. Equity Managers 8 



U.S. Equity Managers 9 



U.S. Equity Managers 10 



U.S. Equity Managers 11 
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Non-U.S. Equity Managers 1 

Quarter Ending September 30, 2012

Inception 

Date

Market Value 

($million)

% to Total 

Non-U.S. 

Equity

Current 

Quarter

One              

Year

Three          

Years

Five          

Years

Ten          

Years

Since 

Inception1

5 Year 

Tracking 

Error

Non-U.S. Equity Oct-94 2,370$      100.0% 7.7 15.1 3.4 -3.9 9.5 4.6 1.7

MSCI ACWI ex U.S.* 7.4 14.5 3.2 -4.1 9.8 5.2

Excess Return 0.3 0.6 0.2 0.2 -0.3 -0.6

Emerging Markets Jun-12 295$         12.4% 7.7 -- -- -- -- 7.9 --

MSCI Emerging Markets ND ** 7.7 -- -- -- -- 7.7

Excess Return 0.0 -- -- -- -- 0.2

Batterymarch Sep-08 108$          4.5% 7.2 11.4 3.0 -- -- 8.0 --

MSCI Emerging Markets ND 7.7 16.9 5.6 -- -- 9.3

Excess Return -0.5 -5.5 -2.6 -- -- -1.3

Boston Company Jan-03 187$          7.9% 8.0 13.8 2.2 -0.7 -- 16.4 5.3

MSCI Emerging Markets ND 7.7 16.9 5.6 -1.3 -- 16.5

Excess Return 0.3 -3.1 -3.4 0.6 -- -0.1

Developed ex-U.S. Jun-12 2,075$      87.6% 7.6 -- -- -- -- 7.7 --

MSCI EAFE ND ** 6.9 -- -- -- -- 6.9

Excess Return 0.7 -- -- -- -- 0.8

Capital Guardian May-96 420$          17.7% 8.8 20.8 3.3 -5.0 9.1 8.3 2.9

MSCI Europe 8.7 17.3 2.0 -5.7 8.8 6.2

Excess Return 0.1 3.5 1.3 0.7 0.3 2.1

Daiwa Dec-95 189$          8.0% 3.7 6.4 1.1 -5.0 7.5 3.6 2.3

MSCI Pacific * 3.7 7.7 2.6 -4.0 7.0 0.3

Excess Return 0.0 -1.3 -1.5 -1.0 0.5 3.3

Franklin Templeton Nov-91 229$          9.7% 9.7 22.4 11.5 1.3 13.0 7.9 5.6

MS AC Asia Pacific * 5.6 11.3 3.9 -3.2 8.9 3.1

Excess Return 4.1 11.1 7.6 4.5 4.1 4.8
1

Indicates gross returns

Non-U.S. Equity Managers
(Returns are Net of Fees)



Non-U.S. Equity Managers 2 

Quarter Ending September 30, 2012

Inception 

Date

Market Value 

($million)

% to Total 

Non-U.S. 

Equity

Current 

Quarter

One              

Year

Three          

Years

Five          

Years

Ten          

Years

Since 

Inception1

5 Year 

Tracking 

Error

State Street Equity Aug-93 1,067$       45.0% 7.5 14.1 3.2 -4.1 9.0 5.3 0.6

MSCI World ex U.S. 7.5 13.6 2.9 -4.5 8.7 4.6

Excess Return 0.0 0.5 0.3 0.4 0.3 0.7

TT International May-01 124$          5.2% 5.4 12.5 0.2 -7.3 7.1 3.2 4.3

MSCI World ex U.S. 7.3 13.8 2.5 -4.8 8.5 4.1

Excess Return -1.9 -1.3 -2.3 -2.5 -1.4 -0.9

Knight Vinke Asset Apr-06 46$            1.9% 11.9 2.1 -12.3 -13.3 -- -9.6 31.1

Knight Vinke 10% 2.4 10.0 10.0 10.0 -- 10.0

Excess Return 9.5 -7.9 -22.3 -23.3 -- -19.6

1
Indicates gross returns

* The MS ACWI ex U.S., MSCI Pacific, and MSCI AC Asia Pacific indices are historically blended with other indices.

** Effective July 1, 2012.

Non-U.S. Equity Managers
(Returns are Net of Fees)



Non-U.S. Equity – Contribution to 5-Year Total & Active Risk 

• Knight Vinke had small contribution to total risk due to its small weight, but large contribution to 

active risk due to large negative active return  

• All managers have contributed to total risk in proportion to their portfolio weights, which is positive 

 Quarter Ending September 30, 2012 

 
  

 

Non-U.S. Equity Managers 3 



• Objective is to be region – neutral versus benchmark so no biases introduced which could increase 
risk without expected reward 

• Portfolio is underweight Emerging Markets and overweight Europe which benefitted as Europe 
rebounded year to date 

 Quarter Ending September 30, 2012 

 
  

 

Non-U.S. Equity Managers 4 

Country Allocation 

Benchmark – MSCI ACWI x U.S. Index Non U.S. Equity Composite 



 Quarter Ending September 30, 2012 

 
  

 
5-Year Rolling Risk-Adjusted Active Returns* 

• Active returns are returns earned over/(under) benchmark return 

• Non-U.S. Equity‟s rolling information ratio has been steadily increasing for past 3 years  

 
* Risk-adjusted active returns are referred to as “Information Ratio”.  Information Ratio  =  Excess return (alpha) / Excess risk (tracking error) 

Non-U.S. Equity Managers 5 



• LACERS Non-U.S. Equity Portfolio has exhibited modest value bias compared to MSCI 
ACWI x US index as well as small cap bias 

 Quarter Ending September 30, 2012 

 
  

 

Non-U.S. Equity Managers 6 



Quarter Ending September 30, 2012

Since 

Inception

I U I U I U I U I

 Batterymarch Sep-08 Emerging Markets       n/a n/a  Performance lagging. Monitoring manager.

 Boston Company Jan-03 Emerging Markets         
"On Watch" since 02/12 - performance improving. 

Monitoring manager.

 Capital Guardian May-96 Europe         
Performance satisfactory; removed from Watch list 

08/12.

 Daiwa Dec-95 Asia Pacific =       n/a 
"On Watch" since 10/11 - organization. Performance 

lagging. Monitoring manager. 

 Franklin Templeton Nov-91 Asia Pacific        n/a  Performance satisfactory.

 TT International May-01 Non US Developed          "On Watch" since 1/09 - performance.

 State Street Aug-93 Non US Developed =         Performance satisfactory.

 Knight Vinke Apr-06 Corp Gov - Europe  n/a  n/a  n/a  n/a  In redemption process.

1Current Quarter, 1-Yr, 3-Yrs, and 5-Yrs returns are net of fees. Since Inception returns are gross of fee. LEGEND
2Managers are placed on the Watch List for concerns with organization, process, and performance.  Managers are normally on the Watch List    outperformed index               I    index

for 6 months though can be longer if manager issues still remain but not severe enough to warrant contract termination recommendation.    underperformed  index          U  universe median

=   equal to index

Current     

Quarter
One Year

Three 

Years

Five 

Years

MANAGER REPORT CARD1

Mandate Comments2Inception 

Date
Non-U.S. Managers
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Fixed Income Managers 1 

Quarter Ending September 30, 2012

Inception 

Date

Market Value 

($million)

% to Total 

Fixed 

Income

Current 

Quarter

One              

Year

Three          

Years

Five          

Years

Ten          

Years

Since 

Inception1

5 Year 

Tracking 

Error

Total Fixed Income Oct-94 2,759$      100.0% 3.1 9.6 8.1 7.6 7.0 7.6 2.7

BC U.S. Universal * 2.0 6.5 6.7 6.6 5.7 6.6

Excess Return 1.1 3.1 1.4 1.0 1.3 1.0

Core Fixed Income Jun-12 2,759$      100.0% 3.1 -- -- -- -- 3.1 --

BC U.S. Universal * 2.0 -- -- -- -- 2.0

Excess Return 1.1 -- -- -- -- 1.1

Loomis Sayles Jun-80 1,109$       40.2% 3.2 9.1 7.7 7.5 7.8 10.2 4.2

BC U.S. Universal * 2.0 6.5 6.7 6.6 5.7 8.6

Excess Return 1.2 2.6 1.0 0.9 2.1 1.6

Neuberger Berman Nov-90 1,132$       41.0% 3.3 10.8 9.2 8.8 7.4 7.9 3.4

BC U.S. Universal * 2.0 6.5 6.7 6.6 5.7 7.0

Excess Return 1.3 4.3 2.5 2.2 1.7 0.9

Baird Advisors Mar-05 246$          8.9% 2.1 6.3 7.0 6.3 -- 5.9 1.5

BC U.S. Govt/Credit Intermed 1.4 4.4 5.2 5.7 -- 5.3

Excess Return 0.7 1.9 1.8 0.6 -- 0.6

LM Capital Group Mar-05 272$          9.8% 2.7 8.2 6.9 6.8 -- 6.3 3.0

BC U.S. Universal * 2.0 6.5 5.9 6.1 -- 5.5

Excess Return 0.7 1.7 1.0 0.7 -- 0.8

1
Indicates gross returns

* The BC U.S. Universal index has historical data blended with other indices.

Fixed Income Managers
(Returns are Net of Fees)



Fixed Income – Contribution to 5-Year Total & Active Risk 

• Fixed Income managers had similar contribution to active risk as total risk 

• Contribution to total risk for Baird and LM Capital is much lower than the actual portfolio weights as 

their effects are dominated by Neuberger Berman and Loomis Sayles 

• Baird provided very modest active risk reduction 

 Quarter Ending September 30, 2012 

 
  

 

Fixed Income Managers 2 



 Quarter Ending September 30, 2012 

 
  

 

• Active returns are returns earned over/(under) benchmark return 

• Despite dip in 2008, fixed income composite has provided mostly positive risk-adjusted active 
returns since inception 

5-Year Rolling Risk-Adjusted Active Returns* 

* Risk-adjusted active returns are referred to as “Information Ratio”.  Information Ratio  =  Excess return (alpha) / Excess risk (tracking error) 

Fixed Income Managers 3 



• LACERS Fixed Income portfolio has similar duration to benchmark 

• Portfolio is modestly lower quality versus benchmark 

 Quarter Ending September 30, 2012 

 
  

 

Fixed Income Managers 4 



Quarter Ending September 30, 2012

Since 

Inception

I U I U I U I U I

 Neuberger Berman Nov-90 Core - Plus          Performance satisfactory.

 Loomis Sayles Jun-80 Core - Plus          Performance satisfactory.

 Baird Advisors Mar-05 Intermediate          Performance satisfactory.

 LM Capital Group Feb-05 Core - Plus          Performance satisfactory.

1Current Quarter, 1-Yr, 3-Yrs, and 5-Yrs returns are net of fees. Since Inception returns are gross of fee. LEGEND
2Managers are placed on the Watch List for concerns with organization, process, and performance. Managers are normally on the Watch List    outperformed index               I    index

for 6 months though can be longer if manager issues still remain but not severe enough to warrant contract termination recommendation.    underperformed  index         U  universe median

=   equal to index

Mandate

Current     

Quarter

One 

Year

MANAGER REPORT CARD1

Three 

Years

Five 

Years Comments2Inception 

Date
Core Fixed Income

Fixed Income Managers 5 
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