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Pa LACERS

RETREMENT SYTEM Economic Review

September 30, 2013 Key Economic Indicators
CPI (all items) Monthly Change Cumulative Change
Seasonally adjusted Sep-13 0.2 3-Month 0.4
Aug-13 0.1 12-Month 1.2
Jul-13 0.2 10-Yr Annual 2.4
Breakeven Inflation 10-Year 2.2
Consumer Senfiment Sep-13 77.5
Unv. of Michigan Survey Aug-13 82.1
1-Yr Ago 78.3 10-Yr Awg 78.5
Manufacturing Sep-13 56.2 Change in Manufacturing Sector,
Inst. for Supply Mgmt Aug-13 55.7 =50 Expansion
Purchasing Mngrs' Idx 1-Yr Avg 52.4 <50 Contraction

MNote: Seasonally adjusted CPldata is utilized to better reflect short-term pricing activity

Changes in Real GDP (2009 base year) Unemployment Rate and Job Growth/Loss
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Data sources: Bureau of Economic Analysis, Bureau of Labor Statistics, Federal Reserve Bank of St. Louis, Barclays Capital

Executive Summary 1



LACER . .
r MCS U.S. Capital Markets: Equity

RETIREMENT SYSTEM
U.S. Equity
Russell 1000 Russell 1000 Russell 2000 Russell 2000
Russell 3000 Russell 1000 Growth Value Russell 2000  Growth Value
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12.80%

12.0%

» U.S. stock market, as represented by the Russell 3000 Index,
posted a return of 6.4%. Markets rallied after Fed committed
to continuing monetary policy.

10.0%

8.0%

» Small-cap growth stocks performed strongest for the quarter.
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LOS ANGELES CITY EMPLOYEES'

Non-U.S. Capital Markets

RETIREMENT SYSTEM
Non U.S. Equity
ACWI x US Emerging
(%) World x US EAFE ($) Europe ($) Asia Pacific Markets ($) -

16.0%

14.0%

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

0.0%

10.09%

13.62%

11.31% 11.56%

7.04%
5.77%

Global equity markets rallied during the quarter, with a return
of 11.3% for the MSCI World ex-U.S. Index.

Japanese economy began to recover as domestic policy began
to stimulate the economy.

European Union led the international market rally as the
Eurozone officially emerged from recession.

Emerging Markets performance improved on stronger
economic indicators from China.

United

Kingdom

Japan

Canada

Germany

Australia

Switzerland

France

MSCI World
Ex-U.S.

19.8%

19.6%

9.1%

7.9%

8.2%

8.7%

MSCI World Ex-U.S.: Largest Countries and Return

uQTD =1 Year

MSCI EM: Largest Countries and Return

China 19.2%

South Korea 15.9%

Taiwan 11.5%

Brazil 11.6%

South Africa  7.5%

India 5.8%
Russia 4.5%
MSCI Emrg

Mrkts

mQTD =1 Year

Data sources: Wilshire Compass, MSCI Barra
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Pa LACERS

U.S. Capital Markets: Fixed Income

Fixed Income

2.5%
2.28%
2.0%
» Ten-Year Treasury yields continued to climb higher during the
1.5% third quarter settling at 2.64%, 12 basis points higher than
1.19% 2Q13.
1.03%
1.0% . . .
0.72% - The yield curve steepened slightly and flattened in
0.57% intermediate maturities as investors moved to shorter-term
0.5%
paper.
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RETREMENT SYSTEM Real Assets

Real Assets

4.0%

» TIPS, as represented by the Barclays U.S. TIPS Index

o 3.4% .
3.5% returned 0.7% for the quarter as the real rates remained
3.0% largely unchanged.

2:5% 2.1%
2.0% » U.S. home prices have continued to appreciate strongly
1.5% 1% through July 2013. Annual home price growth rates are
1.0%  0.7% now above 10% for the first time since May 2006.
0.5%
0.0% - — + Commodities rebounded from a negative quarter in June
0.5% ~0-1% primarily due to increased demand in industrial metals
1.0% -0.7% and crude oil.
Barclays DJ UBS Global REITs NCREIF NCREIF Alerian MLP
TIPS Commodities ODCE Timber
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Data sources: Wilshire Compass, National Council of Real Estate Investment Fiduciaries
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J' LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending September 30, 2013

Performance Overview

» LACERS’investment portfolio ended the quarter with a market value of $12.9 billion, a gain of
$0.9 billion from the previous quarter. The Fund’s net of fee return was 5.2% for the quarter
and 14.9% for the one-year period.

« The Total Fund underperformed its policy benchmark by 0.6% for the quarter and
outperformed by 1.3% for the one-year period.

* In a comparison to other public funds with market values greater than $10 billion in TUCS
(Trust Universe Comparison Service) peer universe, LACERS ranked in the 42nd percentile
for the quarter and in the 16th percentile for the one-year period.

 All asset classes produced positive returns for the quarter.

* All public markets (U.S. Equity, Non U.S. Equity, Fixed Income) outperformed their respective
benchmarks for the quarter.

» Private Equity! and Private Real Estate underperformed their respective benchmarks for the
quarter.

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.
IName change from “Alternative Investments.”
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J' LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending September 30, 2013

Asset Allocation
as of September 30, 2013

45.0%

40.0% +38:2%

35.0% -

30.0% -

25.0% -

20.0% -

15.0% -

10.0% -

5.3%5.0% 5.0%

5.0% - 3.5%
0.0% . - 1.0%
0.00/0 n T T
U.S. Equity Non-U.S. Fixed Income Credit Private Private Real Public Real Cash

Equity Opportunities Equity** Estate Assets

® Actual (09/30/13) ™ Target

Actual Target* Min. Max
U.S. Equity 38.2% 24.0% 19.0% 29.0%
Non-U.S. Equity 21.7% 29.0% 24.0% 34.0%
Fixed Income 21.2% 19.0% 15.0% 22.0%
Credit Opportunities 0.8% 5.0% 0.0% 10.0%
Private Equity** 9.3% 12.0% n/a n/a
Private Real Estate 5.3% 5.0% n/a n/a
Public Real Assets 0.0% 5.0% 2.0% 8.0%
Cash 3.5% 1.0% 0.0% 2.0%

* Revised 1st Qtr 2012: decrease U.S. Equity from 37% to 24%; increase Non-U.S. Equity from 20% to 29%; decrease Fixed Income from 26% to 19%;
allocate 5% in Credit Opportunities; increase Private Equity from 9% to 12%; decrease Private Real Estate from 7% to 5%; allocate 5% in Public Real Assets.
The implementation of the new Asset Allocation will be in stages over a period of 18 months.

**Name change from "Alternative Investments."

Fund Overview 1



RETIREMENT SYSTEM

Jl LOS ANGELES CITY EMPLOYEES’

Quarter Ending September 30, 2013

Detail Actual vs Target Allocation

Market Value Market Value Target to Difference

Asset Class / Style Benchmark ($ Billion) to Total Fund Total Fund | from Target
(%) (%) (%)
Equity $ 8.90 69.2% 65.0% 4.2%
U.S. Equity $ 4.91 38.2% 24.0% 14.2%
Passive $ 3.18 24.7% 17.5% 7.2%
Large Cap Core S&P 500 2.62 20.4% 16.6% 3.8%
Large Cap Growth Russell 1000 Growth 0.13 1.0% 1.0% 0.1%
Large Cap Value Russell 1000 Value 0.42 3.3% 0.0% 3.3%
Active $ 1.74 13.5% 6.5% 7.0%
All Cap Russell 3000 0.10 0.8% 0.2% 0.5%
Large Cap Core S&P 500 - 0.0% 0.0% 0.0%
Large Cap Growth Russell 1000 Growth - 0.0% 0.0% 0.0%
Large Cap Value Russell 1000 Value 0.53 4.1% 1.0% 3.1%
Mid Cap Core Russell Mid Cap 0.07 0.5% 1.2% -0.7%
Small Cap Core Russell 2000 0.33 2.6% 1.2% 1.4%
Small Cap Growth Russell 2000 Growth 0.37 2.9% 1.4% 1.5%
Small Cap Value Russell 2000 Value 0.34 2.6% 1.4% 1.2%
Non-U.S. Equity $ 2.79 21.7% 29.0% -7.3%
Passive $ 1.30 10.1% 10.2% 0.0%
World ex-U.S. MSCI World ex-U.S. 1.30 10.1% 10.2% 0.0%
Active $ 1.49 11.6% 18.8% -7.2%
European MSCI Europe/10% Abs. 0.54 4.2% 0.0% 4.2%
Asia/Pacific Basin MSCI Asia/Pacific 0.49 3.8% 0.0% 3.8%
Developed Core MSCI EAFE/World ex-U.S. 0.16 1.3% 2.9% -1.6%
Developed Growth MSCI EAFE/World ex-U.S. Growth - 0.0% 2.9% -2.9%
Developed Value MSCI EAFE/World ex-U.S. Value - 0.0% 2.9% -2.9%
Emerging Markets Core MSCI Emerging Markets 0.11 0.8% 2.6% -1.8%
Emerging Markets Growth MSCI Emerging Market Growth - 0.0% 2.3% -2.3%
Emerging Markets Value MSCI Emerging Market Value 0.19 1.4% 2.3% -0.9%
Small Cap Core MSCI EAFE Small Cap - 0.0% 2.9% -2.9%
Private Equity* Vintage Year $ 1.19 9.3% 12.0% -2.7%

1 Name change from "Alternative Investments."
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Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending September 30, 2013

Detail Actual vs Target Allocation

Market Value Market Value Target to Difference

Asset Class / Style Benchmark ($ Billion) to Total Fund Total Fund | from Target
(%) (%) (%)
Fixed Income $ 2.83 22.0% 24.0% -2.0%
Core $ 2.73 21.2% 19.0% 2.2%
Passive Barclays Capital (BC) Aggregate $ = 0.0% 6.7% -6.7%
Active $ 2.73 21.2% 12.3% 9.0%
Core Barclays Capital (BC) Aggregate 2.49 19.4% 10.4% 9.0%
Core Plus Barclays Capital (BC) Universal - 0.0% 0.0% 0.0%
Intermediate Core BC U.S. Govt/Credit Intermediate 0.24 1.9% 1.9% 0.0%
Credit Opportunities $ 0.10 0.8% 5.0% -4.2%
U.S. High Yield BC U.S. High Yield 2% Capped 0.10 0.8% 2.8% -2.0%
Emerging Market Debt JP Morgan - EMBI Global Diversified - 0.0% 1.8% -1.8%
Opportunistic Credit TBD - 0.0% 0.4% -0.4%
Real Assets $ 0.68 5.3% 10.0% -4.7%
Public Real Assets $ - 0.0% 5.0% -5.0%
TIPS BC U.S. TIPS - 0.0% 3.0% -3.0%
REITS Wilshire REIT - 0.0% 0.5% -0.5%
Commodities S&P-GSCI Total Index - 0.0% 1.0% -1.0%
Multi Asset Real Assets CPI + 5% - 0.0% 0.5% -0.5%
Private Real Estate $ 0.68 5.3% 5.0% 0.3%
Cash $ 0.46 3.5% 1.0% 2.5%
TOTAL PORTFOLIO $ 12.87 100.0% 100.0% 0.0%

Fund Overview 3
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Jl LOS ANGELES CITY EMPLOYEES

RETIREMENT SYSTEM Quarter Endlng September 30, 2013

LACERS Total Fund

(Returns are Net of Fees)

Market Value | % to Total| Current One Three Five Ten Fifteen Since Tfazek?nr
($million) Fund Quarter Year Years Years Years Yearst Inception®? Errorg
LACERS Master Trust $ 12,870 | 100.0% 5.2 14.9 11.0 8.1 7.7 7.4 8.4 25
Policy Benchmark 5.8 13.6 11.1 8.5 7.7 6.8 8.4

Excess Return -0.6 1.3 -0.1 -0.4 0.0 0.6 0.0
U.S. Equity $ 4,914 38.2% 6.5 23.2 16.6 10.6 8.0 7.1 10.1 1.3
Russell 3000 6.3 21.6 16.8 10.6 8.1 5.6 8.7

Excess Return 0.2 1.6 -0.2 0.0 -0.1 1.5 1.4
Non-U.S. Equity $ 2,794 21.7% 10.5 20.2 6.8 7.2 8.9 7.5 53 1.5
MSCI ACWI ex U.S. * 10.1 16.5 5.9 6.3 8.8 6.2 5.3

Excess Return 0.4 3.7 0.9 0.9 0.1 1.3 0.0
Core Fixed Income $ 2,731 21.2% 0.8 -0.7 - - - -- 2.1 -
BC U.S. Agg. * 0.6 -1.2 -- -- -- -- 0.6

Excess Return 0.2 0.5 == == == == 1.5
Credit Opportunities $ 100 0.8% 2.3 -- -- -- -- -- 2.3 -
BC US Corp HY 2% Cap 2.3 -- - - -- - 2.3

Excess Return 0.0 == == == == == 0.0
Private Real Estate ** $ 682 5.3% 1.9 11.0 10.9 -6.6 3.5 5.0 6.0 10.5
NCREIF Property Lagged + 100bps * 3.1 11.8 13.6 3.0 8.7 9.1 9.5

Excess Return -1.2 -0.8 -2.7 -9.6 -5.2 -4.1 -3.5
Private Equity3** $ 1,192 9.3% 3.0 15.2 14.7 7.9 13.5 11.1 10.0 194
Russell 3000 + 300bps * # 7.1 25.2 20.7 14.5 12.2 10.1 12.3

Excess Return -4.1 -10.0 -6.0 -6.6 1.3 1.0 -2.3
Cash $ 456 3.5%

! Indicates gross returns.
2 For this report, the performance inception date of the LACERS Master Trust is 10/31/94.
® Name change from "Alternative Investments" for performance book only.
* Both the MS ACWI ex US and Barclays US Agg indices are historically blended with other indices.
** 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.
A Includes Russell 3000 + 400 bps up to 6/30/12 and Changed to Russell 3000 + 300 bps after 6/30/2012.
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LACERS

LOS ANGELES CITY EMPLOYEES'
RETIREMENT SYSTEM

Quarter Ending September 30, 2013

Private Investments
Performance by IRR and Multiples?

10-Year Equity | Since Inception Since Inception

Private Equity 10-Year IRR Multiple IRR Equity Multiple
Aggregate Portfolio 14.4% N/A 10.9% 1.43x
Core Portfolio 15.5% N/A 11.4% 1.47x
Specialized Portfolio N/A N/A 2.2% 1.08x
Russell 3000 + 300 bps 11.0% N/A 9.1% N/A

10-Year Since Inception | Since Inception
Real Estate Return Return Equity Multiple
Total Portfolio (TWR) 3.3% 5.3% N/A
NCREIF +100 bps (TWR) 9.6% 8.4% N/A
Total Portfolio IRR N/A 3.40% 1.12x

Note: Courtland could not provide cash flow weighted benchmark, so only time weighted return (TWR) is reported.
1Returns as of 6/30/2013.

Fund Performance 2



Ja LACERS

LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending September 30, 2013

b

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

Contribution to Total and Active Risk

70.00%

63.46%
60.44%

60.00%
50.00%
40.00%
30.00% 26.43%

20.00%

. _
10.00% 5.67% 4.49% 4.78%

_- 0.91%

-0.50%

0.84%

0.00%

-10.00%
U.S. Equity Non-U.S. Equity Fixed Income Real Estate Private Equity*

W % Contribution to Total Risk ™ % Contribution to Active Risk

«  Public equities comprises 94% of total risk despite actual weighting of 60%. Non-U.S. Equity contributed
over 60% of active risk due to strong outperformance in most recent 5-year period.

« Private markets (Real Estate and Private Equities) comprises 31% of active risk as it is difficult to
separate active from ‘beta’ exposures in those asset classes.

* Real Estate has provided modest total risk reduction.

*Name change from “Alternative Investments.”
Fund Performance 3



Trust Universe Comparsion Service

Performance Comparison
Total Returns of Public Defined Benefit Plans =$10 billion
Cumulative Periods Ending : September 30, 2013
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Percentile Rankings 1 Qir 2 Qtrs 3 Qtrs 1 Year 2 Years 3 Years 4 Years 5 Years 7 Years 10 Years
Sth 5.2 T.06 1324 18.72 16.82 12,09 11.96 9.15 645 879
25th 544 5.93 11.44 13.94 15.18 11.10 10.93 348 384 782
50th 5.13 519 1039 1297 1455 10.45 1047 802 549 763
Tith 436 441 927 11.93 1336 9.69 9.86 738 511 724
95th 337 318 6.69 9.42 1154 785 .72 6.80 459 666
No. Of Obs 41 41 41 41 41 39 38 ar 7 K
[] Total Fund NOF 5244 5.01 (200 12.12 (16} 14.87 (16) 16.32(16) 11.00 (25) 10,68 (36) .05 4N 5490500 7.74 (36)
<% Total Fund Policy 575(14) 5.63 (27 11.14 (27) 13.55 (35) 16.61 (10} 11.15 (22) 10.75 (300 8.51 2 5.69 (41) 775 (36)
/% Russell 3000 635 (1) 921(1) 2131 (D) 21.62(1) 2584 (1) 168.77 (1) 15.29(1) 10.58 (1) 6.08 (15) 311019
"% MSCT Wid Ex US (Maf) 11.31 (1) 951 (1) 1465 (1) 2145 (1) 17.54 (1) 789 (93) 6.94 (100) 6.12 (100) 2.55 (100) 818 (16)
3 Barclays US Unry Indx 0.75 (100) -1.64 (100) -1.56 (100) -0.99 (100} 265 (100) 3.36 (100) 4.72 {100y 5.93 (100) 5.32(83) 491 (100)
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Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending September 30, 2013

Return to Risk Ratio Comparison

TUCS Public Funds > $10 billion
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« Return to risk ratio comparison puts funds with different asset allocation objectives on even footing.
« LACERS currently ranks in the 24t percentile versus peers on return/risk ratio basis.
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J' LOS ANGELES CITY EMPLOYEES’

RETIREMENT SYSTEM Quarter Ending September 30, 2013

U.S. Equity Managers

(Returns are Net of Fees)

Inception Market Value | % to Total| Current One Three Five Ten Since T? Yi?nr
Date ($million) |U.S. Equity| Quarter Year Years Years Years Inceptiont grcrorg

U.S. Equity Oct-94 $ 4,914 | 100.0% 6.5 23.2 16.6 10.6 8.0 10.1 1.3
Russell 3000 6.3 21.6 16.8 10.6 8.1 8.7
Excess Return 0.2 1.6 -0.2 0.0 -0.1 1.4

Aronson, Johnson & Ortiz Oct-01 $ 528 10.7% 6.3 25.3 18.3 10.3 8.9 8.4 3.2
Russell 1000 Value 3.9 22.3 16.2 8.9 8.0 7.0
Excess Return 2.4 3.0 2.1 1.4 0.9 1.4

Blackrock Russell 1000 Value (Passive) Dec-98 $ 423 8.6% 3.9 22.2 16.2 9.0 8.1 5.7 0.1
Russell 1000 Value 3.9 22.3 16.2 8.9 8.0 5.7
Excess Return 0.0 -0.1 0.0 0.1 0.1 0.0

Thomson Horstmann Oct-95 $ 290 5.9% 10.8 31.9 17.0 11.7 9.3 11.1 5.8
Russell 2000 10.2 30.1 18.3 11.2 9.6 8.9
Excess Return 0.6 1.8 -1.3 0.5 -0.3 2.2

Franklin Advisers Sep-94 ¢ 198 4.0% 13.6 45.5 23.4 16.5 10.3 10.0 4.9
Russell 2000 Growth 12.8 33.1 20.0 13.2 9.9 7.5
Excess Return 0.8 12.4 3.4 3.3 0.4 2.5

Sit Investments Jan-01 % 174 3.5% 14.0 27.7 17.5 13.0 10.1 5.2 5.5
Russell 2000 Growth 12.8 33.1 20.0 13.2 9.9 5.5
Excess Return 1.2 -5.4 -2.5 -0.2 0.2 -0.3

* Indicates gross returns.

U.S. Equity Managers 1



Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending September 30, 2013

U.S. Equity Managers

(Returns are Net of Fees)

Inception Market Value | % to Total| Current One Three Five Ten Since TEaZi?nr
Date ($milion) |U.S. Equity| Quarter Year Years Years Years Inception! Errorg

Donald Smith & Co. Feb-06 $ 115 2.3% 5.0 24.2 12.3 125 - 6.9 8.0
Russell 2000 Value 7.6 27.0 16.6 9.1 -- 5.6

Excess Return -2.6 -2.8 -4.3 3.4 -- 1.3
PanAgora Asset Management Feb-06 $ 222 4.5% 10.4 34.8 21.8 13.3 - 5.9 2.7
Russell 2000 Value 7.6 27.0 16.6 9.1 -- 5.6

Excess Return 2.8 7.8 5.2 4.2 -- 0.3
New Mountain Cap Group Mar-08 $ 68 1.4% 2.0 14.9 7.8 9.2 - 5.7 12.8
Russell Midcap Blend 7.7 27.9 16.0 9.9 -- 5.8

Excess Return -5.7 -13.0 -8.2 -0.7 -- -0.1
Rhumbline Advisors (Passive) Mar-93 $ 860 17.5% 5.2 194 16.3 10.2 7.7 9.0 0.3
S&P 500 52 19.3 16.3 10.0 7.6 8.8

Excess Return 0.0 0.1 0.0 0.2 0.1 0.2
Blackrock S&P 500 Jun-13 $ 1,763 35.9% 5.2 - - - - 5.2 -
S&P 500 5.2 -- -- -- -- 5.2

Excess Return 0.0 -- -- -- -- 0.0
Rhumbline Advisors (Passive) Jun-13 % 131 2.7% 8.1 - - - - 8.2 -
Russell 1000 Growth 8.1 -- -- -- -- 7.7

0.0 -- -- -- -- 0.5

Manager-of-Manager Programs 3.0%
Attucks Nov-05 $ 42 0.9% 10.2 32.5 18.9 10.9 - 7.7 3.1
Russell 2000 10.2 30.1 18.3 11.2 -- 7.5

Excess Return 0.0 2.4 0.6 -0.3 == 0.2
Capital Prospects Dec-05 $ 38 0.8% 7.4 24.0 15.9 9.9 - 6.3 2.3
Russell 3000 6.3 21.6 16.8 10.6 -- 6.5

Excess Return 1.1 2.4 -0.9 -0.7 -- -0.2
Progress Investment Oct-06 $ 62 1.3% 7.9 22.0 14.7 8.5 - 4.5 24
Russell 3000 6.3 21.6 16.8 10.6 -- 5.6

Excess Return 1.6 0.4 -2.1 -2.1 -- -1.1

' Indicates gross returns.

U.S. Equity Managers 2



Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending September 30, 2013

5-Year Rolling Risk-Adjusted Active Returns

Los Angeles City Employees Retirement -U.S. Equity Composite
60-Month Rolling Information Ratio
December 31, 1999 - September 30, 2013
Benchmark: Russell - 3000 Index

1.40

1.20

1.00

0.80

0.60

0.40

Information Ratio

0.20

0.00

Feb 2001 Apr2002  Jun2003  Aug 2004 Oct2005 Dec2006  Feb 2008  Apr2009 Jun 2010 Aug 2011 Oct 2012
* Risk Type - Standard Deviation

. Active returns are returns earned over/under benchmark return.

. For the past five years, LACERS’ information ratio showed mixed results, but it is trending
upward.

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

U.S. Equity Managers 3



J' LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending September 30, 2013

U.S. Equity - Holdings Based Style
9/30/2013

Large Value Large Growth

H U.S. Equity Composite 4+ Russell 3000 wn
o
[ T T T 0 T T T 1
-140 -105 -70 -35 0 35 70 105 140
=35
70
105
140
Style
Small Value v Small Growth

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

« As small cap stocks currently outperforming large cap stocks, this bias is source of
outperformance versus benchmark.

U.S. Equity Managers 4



LACERS

LOS ANGELES CITY EMPLOYEES’
RETIREMENT SYSTEM

A

Quarter Ending September 30, 2013

MANAGER REPORT CARD'

U.S. Managers Intl:)eapti:on Mandate g::l‘et:lt' One Year l-r::r: Five Years Ini:::;ieon Comments?
I u I U I U I ) I

» Aronson, Johnson & Ortiz Oct-01 Large Cap Value v v v v v v v v Performance satisfactory.
» Thomson Horstmann Oct-95 Small Cap v v v v v v "On Watch" since Aug. 2013 - performance.
» Franklin Advisers Sep-94 Small Cap Growth | v/ v v v v v v v v Performance satisfactory.
> Sit Investments Jan-01 Small Cap Growth v v "On Watch" since Aug. 2013 - performance.
> Donald Smith Mar-06 Small Cap Value v v Performance poor. Monitoring manager.
> Panagora Mar-06 Small Cap Value v v v v v v v v Performance satisfactory.
» New Mountain Cap Grp Mar-08 Corp Gov n/a n/a n/a n/a "On Watch" since Aug. 2013 - performance.
> Attucks Nov-05 Fund of Funds n/a v n/a v n/a n/a v "On Watch" since Jun. 2011 - performance.
> Capital Prospects Dec-05 Fund of Funds v nal| v  na n/a n/a "On Watch" since Jun. 2011 - performance.
> Progress Sep-06 Fund of Funds v n/a v n/a n/a n/a "On Watch" since Oct. 2009 - performance.
» BlackRock R1000 Value (Passive) Dec-98 R1000 Value Index| = v v v v Performance satisfactory.
» Rhumbline Advisors (Passive) Mar-93 S&P 500 Index = v v v v v Performance satisfactory.
> BlackRock S&P 500 (Passive) Jun-13 S&P 500 Index = nfa n/a | n/a n/a|na n/a Limited track record.
» Rhumbline Advisors (Passive) Jun-13  R1000 Growth Index v/ nfa n/a|na n/a|na n/a v Limited track record.

ICurrent Quarter, 1-Yr, 3-Yrs, and 5-Yrs returns are net of fees. Since Inception returns are gross of fee.

2Managers are placed on the Watch List for concerns with organization, process, and performance. Managers are normally on the Watch List
for 6 months though can be longer if manager issues still remain but not severe enough to warrant contract termination recommendation.

U.S. Equity Managers 5
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LACERS

LS AMGELES CITY EMPLOYEES
RETIREMENT SYSTEM

Yy

Quarter Ending September 30, 2013

Mandate: Large Cap Value
Benchmark: Russell 1000 Value

Strategy

Aronson invests in US stocks with large market caps, low P/E
ratios and lower historical earnings per share that are expected
to increase.

Performance

Guuarierly Rate of Retum Vs Benchmarnk
— Aronson , Johnson & Ortiz

Aronson , Johnson & Ortiz

Objective: Outperform the benchmark by 200 bps ,
annualized over a full market cycle (normally 3-5 years).

Quartile Rankings

14% — Russell 1000 Valus
12%0
10%
8%
E%
4%
2%
0%
-2%
4%
SerT T T T T T T T T T T T T T T T T T T T T T 11
12/M 0312 04812 agnz2 1212 echy o) 0413 0713
Gross
o Imception
MNet Returns %o LCQ 1Yr. 2%¥rs. 3¥rs. 5Yrs. Return Date
&ronson , Johnson & 6.3 25.3 2B.7 18.3 10.3 5.4 Ock-2001
Russell 1000 Value 3.9 22.3 26.5 16.2 8.9 7.0
Excess Return 2.4 3.0 2.2 2.1 i.4 1.4

39%
30% I .
L3
25% -' —
20%
e —
]
15% - mmies
[
10% - +
L —
0% T T T T T 1
Three One Twea Three Four Five
Months fear Years Years Years Years
QI 1% 2%rs. 3 Yrs. 4Yrs. 3 Yrs
B Aronson , Johnson B Ortiz 63 256 290 186 164 10.6
Ranlk 35 39 24 9 14 61
# Russell 1000 Valus 3.9 223 265 16.2 144 8.9
Rank 53 66 42 48 62 90
10th Percentile g2 309 31.2 18.5 16.5 13.7
1st Quartile BT 279 289 17.8 16.0 11.7
Madian 8 24,7 23.8 16.0 15.0 10.8
2rd Quartile 445 20,3 234 14.6 13.8 9.8
S0th Percentile 4,1 17.5 19.8 11.2 11.1 8.8
MNumber Of Observations 191 177 154 124 111 24

U.S. Equity Managers 6



RETIREMENT SYSTEM Quarter Ending September 30, 2013

Thomson Horstmann

Mandata: Small Cap

Benchmark: Russell 2000 Objective: Outperform the benchmark by 250 bps ,
annualized over a full market cycle (normally 3-5 years).
Strategy Guarfile Rankings
Thomson invests in US stocks with small market caps and low _
P/E ratios. -
3% —
Performance u
o | .
Gluarterly Rate of Retum Vs Benchmark
— Thomson Horstmann 25% —
20% — Russell 2000 — I I
L ]
— R ¥ .
10% 10% =
% —
3%
0% T T T T T 1
0% Three One Two Three Four Five
Months Year Years Years Years Years
-9%
-10%% QD 1%r 2%rs. 3Yrs. 4%Yrs. 3 Yrs
B Thomson Horstmann 11.0 327 331 176 17.2 123
s 'IIE.l'II'I ! I::B-"IIE ! C:ﬁu'"llﬂ ! Cl“? 'Ilﬂ ! 'II‘E 'IIE I I:IG.l"IIS ! I:Ilﬁ.l'llﬂn ! E!’?.l'llﬂ Rank * * = 3 = &2
’ ' ! / # Russell 2000 10.2 301 310 1832 17.0 11.2
Rank 45 &3 39 73 73 81
Gross }
Net Ret o L 1Yr 2Yre 3Yes. 5 Y o IH?F;'—"D“ 10th Percentile  13.5 38.5 362 23.9 225 180
et Returns r. rs. rs. rs. ate
A Q Return 1st Quartile 11.6 350 335 21.2 199 155
Thomson Horstmann 108 319 32,3 17.0 11.7 11.1 Oct-1995 Median 100 3L5 3.5 19.3 184 13.7
Russell 2000 10.2 301 310 18.3 11.2 8.2 3rd Quartile 5.6 28.4 28.4 18.0 168 119
Excess Return 0.6 1.8 1.3 (1.3) 0.5 2.2 S0th Percentile 70 23.8 239 156 145 10.0

Mumber Of Observations 213 203 193 170 133 127

U.S. Equity Managers 7



RETIREMENT SYSTEM Guarter Ending September 30, 2013

Franklin Global Advisers

Mandats: Small Cap Growth
Objective: Outperform the benchmark by 200 bps

Benchmark: Russell 2000 Growth annualized over a full market cycle (normally 3-5 years).
Strateqgy Guartile Rankings
Franklin invesfs in US stocks with small market caps, low P/E S0% —
ratios and earnings per share that are expected to increase at 459, - ]
rates much greater than the overall market. 209
|
Performance 350 —
Llvarery kate of Eefum Vs Benchmark * &
3% — [ |
20%% 25% ——— -
20% 7 e
15% 15%
— [
1w 4=
10%
5%
5oy, ] T T T T T 1
Thres One Tweo Thres Four Five
Months Year Years Years Years Years
D%
-3% QI 1%rn 2Y¥rs. 2Yrs. 4¥rs. 5Y¥rs
B Franklin Global Advisers 13.7 4583 353 23.3 23.3 159
T T T T T T T T T T T T T T T T T T T T T T 711
1211 032 0§12 0912 1212 013 0413 0F13 Rank 21 1 13 2 11 +
# Russell 2000 Growth iz.8 334 321 20.0 186 13.2
Rank 45 45 35 43 63 72
Gross .
Net Ret o LC LY 2 Yre 3 Yre. 5 o IH?F;“D“ 10th Percentile 14,9 324 358 247 233 185
L= giurns F. rs. Fs. rs. dre
i Global Adui Q — Return — ist Quartle 135 367 332 23.3 22.5 174
Frankhn Globa vis 13.6 455 349 234 165 10.0 Sep-15994 Median 1.8 32.9 314 19.9 20.6 14.6
Russell 2000 Growth 12.8 33.1 321 20.0 132 7.5 3rdQuarble 111 312 28.6 193 17.8 12.8
Excess Return 0.8 17.4 2.8 3.4 3.3 7.5 S0th Percentile 9.4 260 266 182 174 109

MNumber Of Observations a3z 72 63 53 38 43

U.S. Equity Managers 8



LACERS

LS ANGELES CITY EMPLOYEES
RETIREMENT 8%=

A

Quarter Ending September 30, 2013

Sit Investments

Mandata: Small Cap Growth

Benchmark: R 11 2000 Growith Objective: Outperform the banchmark by 300-450 bps ,

annualized over a full market cycle (normally 3-5 years).

Strategy Quarfile Rankings
SIT invests in US stocks with small market caps, low P/E rafios A0% —
and sarnings per share that are expected to increase at rates —_— .
much greater than the cverall market. —— —
Performance 0% = [
Lluarteny kate of Ketum ¥s benchmarn a5, —
Sit Investments
20% — I mres (=3 20% —
— PRussell 2000 Growth ] B I
15% —
15% e -
10% -
10% S0,
S04 0% T T T T T 1
Three One Two Thres Four Five
Maonths Year Years Years Years Yaars
0%
-3% QTD 1% 2¥rs. 3Yrs. 4Y¥rs. 5Yrs
B Sit Investments 142 28.5 282 183 185 13.5
0% 1T T T T T T T 1 T T T T T T T T 7171 Rank 19 a5 a1 o0 1 €3
12711 0312 0412 0912 12712 0313 0413 0913 n
# Russell 2000 Growth 128 33.1 321 20,0 18.6 13.2
Gross ) Rank 45 45 36 43 63 72
Net Ret o Lc L Yr. 2Yrs. 3 Yre. 5 Y o 1"'3‘#;‘-"“" 10th Percentile 149  32.4 358 247 233 185
[ = efrns F. rs. rs. rs. darfe
. Q - Return . ist Quartile 125 367 332 239 225 17.4
Sit Investments 14.0 277  27.3 17.5 13.0 5.2 Jan-2001 Median 1.8 328 311 19.9 20.6 14.6
Russell 2000 Growth 12.8 33.1  32.1 20.0 13.2 5.5 3rd Quartile 111 3.2 28.6 193 17.8 12.8
Excess Refturn 1.2 (5.4) (4.8) (2.5) (0.2) (0.3) 30th Percentile 3.4 260 266 183 174 109
Number Of Observations a2 72 63 53 3B 43

U.S. Equity Managers 9



RETIREMENT SYSTEM Quarter Ending September 30, 2013
Mandate: Small Cap value
. Objective: Outperform the benchmark by 300 bps ,
Benchmark: Russell 2000 Value annualized over a full market cycle (normally 3-5 years).
Strategy Guartile Rankings
Donald Smith invests in US stocks with small market 40% —
caps, low P/E ratios and lower hisforical earnings per
ps. low P/ : 9P 35% - I -
share that are expected fo increase.
Performance 30% — [ o |
Lluarady Kate of Retum Vs Benchmark I505 .
20% — Donald Smith & Co. 20% —_ —
— Russell 2000 Value 15% _i [ ]
15% u ==
lm — I
T *
10% 5% — | |
S0 0% T T T T T 1
Three One Two Three Four Five
Moniths Year Years Years Years Years
0%
-3% grD 1¥r. 2Y¥rs. 3Yrs. 4¥rs. 5Yrs
B Conald Smith & Ca. 2 2538 238 13.3 14.1 13.5
AT T T T T T T T T T T T T T T T T T T T T 711 Rank as 83 as  ss =0 47
1211 o3z 0412 a7z 12Nn2 o313 06/13 0?13 n
& Russell 2000 Value 7.6 27.0 298 16.6 15.4 9.1
Gross . Rank 80 81 &7 79 24 95
mo Inception 10th Percentile 106 36.7 355 216 203 17.4
MNet Returns %% LCQ 1¥r. 2¥rs. 3 Yrs. 5Y¥rs. Return Date

1=t Quartile 9.9 23.5 335 20.2 194 146

Median 51 301 315 18% 175 13.2
Zrd Quartile 7.9 277 284 172 163 114
Excess Return (2.6)  (2.8) (7.0) (4.3) 3.4 1.3 S0th Percentile 6.8 23.5 254 154 139 9.7

Donald Smith & Co. 5.0 24.2 228 12.3 12.5 6.9 Feb-2006
Russell 2000 Value 7.6 27.0 29.8 166 9.1 5.6

Mumber Of Observations 111 115 121 107 94 85

U.S. Equity Managers 10



A

RETIREMENT SYSTEM

LACERS

LDS AMNGEELES CITY EMIPLOYEES

Quarter Ending September 30, 2013

Mandata: Small Cap Value
Benchmark: Russell 2000 Value

Strateqgy

PanAgora Asset Management

Objective: Outperform the benchmark by 200 bps ,
annualized over a full market oycle (normally 3-5 years).

Guartile Rankings
Panagora invests in US stocks with small market caps, low P/E 40% —
ratios and lower historical earnings per share that are expected — BN e
to increase,
30% — -
Performance —
Llugrery Eafe of Eetumn Vs Benchmark D58, —
— Panfgora Asset Management | |
20% — Russell 2000 Value 20%  —
— |
— 15% — * —
[ ]
100 — e — &
—
10% 5o
Sog ] T T T T 1
Three Cne Two Three Four Five
Months Year Years Years Years Years
0%
-3% QTD 1% 2¥rs. 3¥rs. 4Y¥rs. 5Y¥rs
B PanAgora AssetMana 106 356 355 225 20.5 141
A% T T T T T T T T T T T T T T T T T T T T T T 71 Rank 11 . = =2 8 ==
1201 oI 04012 0812 12112 0313 0413 013 L
# Russell 2000 Value 7.6 27.0 298 166 154 9.1
Gross ) Rank 80 81 &7 79 g4 a5
Net Ret - Lc 1Y 2¥re 3Yes. 5Y o Ini;iF:_t'ﬂ“ 10th Percentila  10.6 36.7 355 21.6 20.3 174
L= sourns F. rs. rs. rs. dre
Q - Return - 1st Quartle 9.9 33.5 335 20,3 19.4 146
PanAgora Asset Man: 10.4 348 346 21.8 13.3 5.9 Feb-200& Median 531 304 3.8 189 17.9 13.2
Russell 2000 Value 7.6 27.0 29.8 16.6 9.1 5.6 3rd Quartile 78 377 234 17.3 165 114
Ewcess Return 2.8 7.8 4.8 5.7 4.7 0.3 S0th Percentila 68 235 254 154 139 9.7
Mumber OFf Observations 111 115 121 107 o4 25

U.S. Equity Managers 11
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Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM

Quarter Ending September 30, 2013

Non-U.S. Equity Managers

(Returns are Net of Fees)

o,
Inception Market Value %o to Total Current One Three Five Ten Since > Yegr
. Non-U.S. : Tracking
Date ($million) . Quarter Year Years Years Years Inception!

Equity Error

Non-U.S. Equity Oct-94 $ 2,794 | 100.0% | 10.5 20.2 6.8 7.2 8.9 5.3 1.5
MSCI ACWI ex U.S.* 10.1 16.5 5.9 6.3 8.8 5.7
Excess Return 0.4 3.7 0.9 0.9 0.1 -0.4

Emerging Markets Jun-12  $ 295 10.6% 6.7 0.0 - - - 6.9 -

MSCI Emerging Markets ND 5.8 1.0 -- - -- 7.0
Excess Return 0.9 -1.0 -- -- -- -0.1

Batterymarch Sep-08 $ 109 3.9% 5.0 1.3 -34 5.3 - 6.8 3.5
MSCI Emerging Markets ND 5.8 1.0 -0.3 7.2 -- 7.5
Excess Return -0.8 0.3 -3.1  -1.9 == -0.7

Boston Company Jan-03 $ 186 6.7% 7.8 -0.8 -3.5 6.1 -- 14.7 3.8
MSCI Emerging Markets ND 5.8 1.0 -0.3 7.2 -- 15.0
Excess Return 2.0 -1.8 -3.2 -1.1 == -0.3

Developed ex-U.S. Jun-12 $ 2,499 89.4% 10,9 23.2 -- - -- 25.5 --

MSCI EAFE ND 11.6 23.8 -- -- -- 25.1
Excess Return -0.7 -0.6 -- -- - 0.4

Capital Guardian May-96 $ 545 19.5% 13.9 29.7 11.6 8.3 8.9 9.5 2.9
MSCI Europe 13.6 24.2 8.7 6.0 8.5 7.1
Excess Return 0.3 5.5 2.9 2.3 0.4 2.4

Daiwa Dec-95 $ 231 8.3% 8.6 22,5 6.5 6.8 7.6 4.6 24
MSCI Pacific* 8.0 23.3 8.3 7.3 7.1 1.5
Excess Return 0.6 -0.8 -1.8 -0.5 0.5 3.1

Franklin Templeton Nov-91 $ 256 9.1% 3.1 11.7 9.1 11.7 115 8.1 5.9
MS AC Asia Pacific* 7.0 159 5.9 8.0 8.1 3.6
Excess Return -3.9 -4.2 3.2 3.7 3.4 4.5

* Indicates gross returns.

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

Non-U.S. Equity Managers 1



LACERS

LOS ANGELES CITY EMPLOYEES'
RETIREMENT SYSTEM

_A

Quarter Ending September 30, 2013

Non-U.S. Equity Managers

(Returns are Net of Fees)

0,
Inception Market Value %o to Total Current One Three Five Ten Since > Ye<_’:1r
. Non-U.S. . Tracking
Date ($million) ) Quarter Year Years Years Years Inceptiont
Equity Error
State Street Equity (Passive) Aug-93 $ 1,305 46.7% 11.8 223 8.5 7.0 8.6 6.1 0.2
MSCI World ex U.S. 11.7 21.8 8.1 6.7 8.3 5.4
Excess Return 0.1 0.5 0.4 0.3 0.3 0.7
TT International May-01 $ 163 5.8% 11.3 309 8.5 5.8 7.6 5.3 4.2
MSCI World ex U.S. 11.3 21.4 7.9 6.1 8.1 5.4
Excess Return 0.0 9.5 0.6 -0.3 -0.5 -0.1

! Indicates gross returns.

Non-U.S. Equity Managers 2




J' LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending September 30, 2013

Benchmark — MSCI ACWI x U.S. Index Non U.S. Equity Composite
North America, Emerging North America,
Emerging 7% Markets, 19% 5% Europe, 48%

Europe, 48%

Markets, 21%

Pacific Basin, Pacific Basin,
0,
24% 28%

. As LACERS implements the new asset allocation, the geographic weightings of the Non-U.S. Equity
Composite will become closer to the benchmark.

Non-U.S. Equity Managers 3



Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending September 30, 2013

5-Year Rolling Risk-Adjusted Active Returns

Los Angeles City Employees Retirement -Non-U.S. Equity Composite
60-Month Rolling Information Ratio
December 31, 1999 - September 30, 2013
Benchmark: LACERS - Non U.S. Equity Policy

Information Ratio

-0.10
0.20
-0.30
-0.40
-0.50
-0.60

Feb 2001 Apr200z  Jun2003  Aug2004  Oct2005  Dec2006  Feb2008  Apr2009  Jun2010  Aug 2011 Oct 2012
* Risk Type - Standard Deviation

. Active returns are returns earned over/under benchmark return.
. Non-U.S. Equity’s rolling information ratio has been mostly 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 4



Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending September 30, 2013

Non U.S. Equity - Holdings Based Style
9/30/2013
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Large Value Large Growth
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Style

Small Value Small Growth

* LACERS Non-U.S. Equity Portfolio has exhibited modest small cap bias compared to MSCI
ACWI x U.S. index.

Non-U.S. Equity Managers 5



Jl LOS ANGELES CITY EMPLOYEES’

RETIREMENT SYSTEM Quarter Ending September 30, 2013

MANAGER REPORT CARD!

Inception Current One Year Three Five Years Slnc_e
Non-U.S. Managers Date Mandate Quarter Years Inception Comments?
I U I U I U I U I
_ ) "On Watch" since Nov. 2013 - performance lagging.
> Batterymarch Aug-08 Emerging Markets v Monitoring manager.
R . "On Watch" since Feb. 2012 - performance lagging.
» Boston Company Jan-03 Emerging Markets v v Monitoring manager.
» Capital Guardian May-96 Europe v v v v v v v v Performance satisfactory.
. . e "On Watch" since Oct. 2011 - organization.
> Daiwa Dec-95 Asia Pacific / ‘/ / ‘/ Performance mixed. Monitoring manager.
» Franklin Templeton Nov-91 Asia Pacific v v v v v Performance satisfactory.
- R "On Watch" since Jan. 2009 - performance improving.
> TT International May-01 Non US Developed v v v v | v Monitoring manager.
> State Street Aug-93 Non US Developed v v v v v v Performance satisfactory.
> Knight Vinke Apr-06 Corp Gov - Europe n/a n/a n/a n/a n/a n/a n/a n/a n/a In redemption process.
ICurrent 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 v 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

Non-U.S. Equity Managers 6



LACERS

LS AMGELES CITY EMPLOYEES
RETIREMENT SYSTEM

va

Quarter Ending September 30, 2013

Mandate: Emerging Markets Equity
Benchmark: MSCI Emerging Markets ND

Boston Company

Objective: Outperform the benchmark by 200-300 bps ,
annualized over a full market cycle (normally 3-5 years).

Strategy Guarlile Rankings
Boston Co. invesfs in Non-US sfocks in emerging 153 —
countnes that are part of the M3CI Emerging 1495 -
Markets index. 1280 -
Performance 10% —
o] [ o |
Cluarterly Rate of Retum Vs Benchmark —— - [] | H |
5% -
— MSCI Emerging Marksts ND
0%
o o o |
-2% — -
3% -4% T T T T T 1
Thres One Two Thres Four Five
0% Months Year Years Years Years Years
-3%
-10% QTD 1¥r. 2¥rs. 3Yrs. 4Yrs. 57Yrs
159 B Eoston Company 8.0 (0.) 7.0 (2.8 2.2 7.0
Rank 8 &4 86 86 95 (=131
“20% 1T T T T T T T T T T T T T T T T T T 11 i
12/11 oa/12 0812 oz 1212 03013 04713 0213 & MSCI Emerging Marks 5.8 1.0 8.7 (0.3) 4.5 7.2
Rank 43 K] 67 &7 &4 (=10
Cross 10th Percentile 7.2 7.5 142 4.8 9.5 123
Net Ret o L CYe 2 Yre 3 Yrs. 5 Y D I“EfF;t'““ ist Quartle 67 5.0 117 3.0 86 9.1
et Returns Q r. rs. rs. IS. Return EL £ Median 55 34 9% 15 &3 7.5
Boston Company 7.8 (0.8) 63 (3.5 6.1 14.7  Jan-Z003 3rd Quartile 23 0.3 7.6 (1.4) 21 £3
MS":I EI'I"IEI'giI'Ig Mal'k E.B 1.0 E.? EU.S} ?.E 15.':' EDH'I pEI'CEI'IﬁIE {D-?:I I:U.B} 5.5 {E-B:I 2.3 &.1
Excess Return 2.0 (1.8) (Z2.4) (3.2) (1.1) (0.3)
MNumber OFf Observations 71 =23 &3 57 51 47

Non-U.S. Equity Managers 7



LACERS

LS AMGELES CITY EMPLOYEES

_A

RETIREMENT SYSTEM Guarter Ending September 30, 2013

Batterymarch

Mandata: Emerging Markets Equity

. ) Objective: Outperform the benchmark by 300 bps ,

Benchmark: MSCI Emerging Marksts ND annualized over a full market cycle (normally 3-5 years).

Strategy Quartile Rankings

Batterymarch invests in Mon-US stocks in 169 —

emerging counines that are part of the MSCI 145,

Emerging Markefs index. 1296 -

Performance 10% -
[ ]

Guartery Rate of Retum Vs Benchmark

— [ ] —
Batterymarch 8% 7 - -
20% _ -
— MSCI Emerging Markets ND 4% - - -

15% 2%
% - [ . |
10%0
-29% =
3% -4% T T T T T 1
Thres One Two Thres Four Five
0% Months Year Years Years Years Years
-3%
-10% QD 1¥r 2Yrs. 3Yrs. 4¥rs. 5Yrs
159 B Batterymarch 52 21 7.1 (25) 35 6.2
Rank 33 B2 o4 81 73 S0
T T T T T T T T T T T T T T T T T T T T T T 711 i
12/11 0312 0412 agna 1212 o313 0613 0213 & MSCI Emerging Marks 2.8 1.0 8.7 (0.3) 4.5 7.2
Rank 43 73 &7 &7 &4 &0
Crocs 10th Percentle 7.2 7.5 142 48 9.6 123
Net Ret o LcO 1Y 2 Yes. 3Yre. 5Y o I“EfF:'—"““ ist Quartle 67 5.0 117 3.0 86 9.1
et Returns Q I r=. = IS: Return e Median 5.6 3.4 9% 15 &3 7.5
Batterymarch 5.0 1.3 6.2 (3.4) 5.3 6.8 Sep-2008

Zrd Quartle 2.3 0.9 7.6 (1.4) 21 &3

MSCI EI'I"IEI'giI'Ig Mal'k S.B 1.0 E.? (0.3} ?.E ?.5 BDH'I PEI'CEITE'E {D-?:I I:U.B} 5.5 {E-Bj 2.3 &.1

Excess Return  (0.8) 0.3 (2.5) (3.1) (1.9) (0.7)

Mumber OF Observations 71 23 63 57 51 47

Non-U.S. Equity Managers 8



RETIREMENT SYSTEM GQuarter Ending September 30, 2013

Capital Guardian

Mandats: Ewrope Region Equity Manoger

. Objective: Outperfarm the benchmark by 200 bps ,
Benchmark: MSCI Europe ND annualizad over a full market cycle (normally 3-5 years).
Strategy Guarfile Rankings
Capital Guardian invesfs in Mon-Us stocks 359 —
across all developed European countries. —

307 —
- 2556 . .
|
&
Guariery Rate of Retum Vs Benchmark 20%: —
15% —  Capital Guardian 15% — =
— MSCT Europ, ND — _
10% — —
10% *
% —
5%
0% T T T T T 1
Three One Two Three Four Five
0% Months Year Years Years Years Years
-3%
QD 1¥r. 2Y¥rs. 3Yrs. 4%rs. 3Yrs
-10% B Capital Guardian 140 30.2 256 121 9.8 8.8
Rank 40 30 23 33 45 45
S rT T T T T T T T T T T T T T T T T T T T T T 11
1211 0312 0812 agnz 12n2 o313 0613 o # MSCI Europs ND 136 24.2 207 8.7 7.2 6.0
Rank 50 g0 20 BO g0 B3
Cross 10th Percentile 179 335 27.8 152 136 12.9
Net Ret o co 1Yr 2Yre. 3Yre 5y o Inga;;tmn ist Quartle 14.9 30.7 255 128 11.7 10.8
et Returns r. rs. rs. rs. ate
o i’ Q - = Return Median 13.2 27.5 23.8 111 9.6 8.4
Capital Guardian 13.9 29,7 252 11.6 8.3 9.5 May-199& ardQuartle 120 245 22.0 3.1 7.2 6.6
MSCI Eurcpe ND 13.6 24.2 20.7 8.7 6.0 7.1

S0th Percentile 10,4 220 198 8.0 3.7 5.4

Excess Returnm 0.3 5.5 4.5 2.9 2.3 2.4

Number OFf Observations 110 108 103 100 99 93

Non-U.S. Equity Managers 9



Wg A CERS
LS AMGELES CITY EMPLOYEES
Quarter Ending September 30, 2013

RETIREMENT SYSTEM

Daiwa
Mandata: Pacific Basin Manager
. - Objective: Outperform the benchmark by 200 bps,
Benchmark: MSCI Pacific annualized over a full market cycle (normally 3-5 years).
Strategy Guartile Rankings
DAIWA invests in Mon-US stocks primarily in Japan and 30% —
Australia. Investment opporfunities in other Asian
countries are also pursued. 25% — -
Performance 20% — -
Guartery Rate of Retum Vs Benchmark
— — Daiwa 15% _ - [ ]
_ ific *
MSCI Pacific 10 - — o
L —
3%
%
0% T T T T T 1
Thres One Two Thres Four Five
0% Months Year Years Years Years Years
-5%
-10% B [Daiwa 87 226 143 66 62 69
Rank 350 23 93 99 =3 ] 99
A rT—7T T T T T T T T T T T T T T T T T T T T T 711 .
111 0312 0812 0912 1212 0313 0413 0§13 & MSCI Pacific * g0 233 153 83 75 7.3
Rank 50 25 75 50 39 93
Gl-'f-’[sf Inception 10th Percentile  11.9 27.7 22.4 112 141 15.0
MNet Returns % LCO 1¥r. 2Y¥rs. 3 ¥rs. 5Yrs. Return Date ist Quartile 9.4 225 151 9.5 11.2 128
Daiwa 8.6 22, 14.1 6.5 6.8 4.6 Dec-1995 Median 67 193 159 8.0 9.0 10.1
MSCI Pacific * 8.0 233 153 8.3 7.3 1.5 3rd Quartile 57 1159 145 7.1 7.8 94
g0th Percentile 5.7 119 145 7.1 7.8 9.4
Excess Returm 0.6 (0.8) (1.2) (1.8) (0.5) 3.1
Number Of Observations ] ] 5 9 ] ]

Non-U.S. Equity Managers 10



LACERS

LS ANGELES CITY EMPLOYEES
RETIREMENT SYSTEM

_A

Quarter Ending September 30, 2013

Mandate: Facific Basin Manoger
Benchmark: MS AC Asia Paafic *
Strategy

Franklin invests in Mon-Us stocks in the Asia/Pacific
region. Investments are in both developed and
emerging couniries.

Performance

Gluarterdy Rate of Retum Vs Benchmark
— Franklin Templeton

15% — MS AC Asia Pacific *
108G
5%
0%
-3%
-10%
S rT T T T T T T T T T T T T T T T T T T T T T 11
12/11 0312 0412 a9na 1212 o313 0s/13 0?3
Gross )
ITD Inception
Met Returns %% LCQ 1%r. 2Yrs. 3¥rs. 5Yrs. Return Date
Franklin Templeton 3.1 11.7 16.9 2.1 11.7 8.1 Mow-1991
MS AC Asia Pacific * 7.0 15.9 13.6 5.9 B.0 3.6
Excess Return (3.9)  (4.2) 3.3 3.2 3.7 4.5

Franklin Templeton

Objective: Outperform the benchmark by 200 bps

annualized over a full market cycle (normally 3-5 years).

Guartile Rankings
30%:
] -
20% - [ ]
|
— |
e C L
10% — - _ —
=
— -
5% *
[ |
0o T T T T T 1
Three One Twia Thiree Four Five
Months Year Years Yeaars Years Years
Qi 1% 2Yrs. 3¥rs. 4¥rs, 5Yrs
B Franklin Templaton 3.2 121 174 3.5 120 121
Rank o9 73 S0 23 23 30
& MS AC Asia Pacfic * 70 1559 13.6 5.9 6.8 8.0
Rank 30 73 99 99 99 99
10th Percentile 11.9 277 224 11.2 14.1 15.0
ist Quartile .4 22,5 151 2.5 11.2 128
Madian 6.7 19.3 15.9 2.0 9.0 10,1
3rd Quartila 3.7 11.9 14.5 7.1 7.8 9.4
S0th Percentile %7 119 14,5 7.1 7.8 9.4
Number OFf Observations 9 ] g 9 9 ]

Non-U.S. Equity Managers 11



LACERS

LOE AMGELES CITY EMPLOYEES

va

RETIREMENT SYSTEM Quarter Ending September 30, 2013
[T International
Mandate: Non-US Developed Equity Mars. Objective: Annuzlized absclute excess retumns expectad to
Benchmark: MSCT Warld ax US Siali?h per annum over a full market cyde (normally 3-5
Strateqgy CGuartile Rankings
TT Intl invests in Mon-US stocks primarily in developed counfries. 359 —
Thera is no regional focus. Potential investmeant opporfunifies -
are pursued in all countries within the M3CI World ex US index. 30% 7 -
25%
Performance I .
20% o
Guarterly Rate of Retum Vs Benchmark I
155 — TT Intemational 159 —
— MSCI Worldhex US = | . -
109 10% *
5% —
5%
0o T T T T T 1
0% Three One Two Thres Four Five
Meonths Year Years Years Yaars Yaars
-3%
Qi 1% 2%rs. 3¥rs. 4Yrs. 3 Yrs
~10% B 1T Intarmational 11,5 315 220 91 7.7 6.4
Rank 41 3 21 58 73 82
A% T T T T T T T T T T T T T T T T T T T T T T 11 "
1211 o3ana 0512 0PNz 12012 0313 05413 2n3a & MSCI World ex US 11.3 214 17.5 7.9 6.9 6.1
Rank 43 =53 81 Bl g3 89
Gross )
mp  Imception i0th Percentile  13.0 30.3 247 14.0 13.0 134
MNet Returns %% LCO  1¥r. 27%rs. 3 ¥rs. 5Yrs. Return Date ist Quartle 12.0 266 21.5 121 108 10.3
TT International 11.3 30,9 21.4 8.5 5.8 5.3 May-2001 Median  11.0 241 20.2 5.6 5.3 8.3
MSCI World ex US 11.3 21.4 17.5 7.9 6.1 5.4 2rd Qual'tile 9.7 19.9 18.2 2.3 7.5 6.9
Excess Returm 0.0 Q.5 3.0 0.6 [:['.3] {U.l}l S0th Percentile 8.3 16.9 16.3 6.8 6.6 6.0

Mumber Of Observations 174 168 160 133 136 124

Non-U.S. Equity Managers 12
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J. LOS ANGELES CITY EMPLOYEES’

RETIREMENT SYSTEM

Quarter Ending September 30, 2013

Fixed Income Managers

(Returns are Net of Fees)

Inception Market Value % t(.J Total Current One Three Five Ten Since > Yefar
. Fixed . Tracking
Date ($million) Quarter Year Years Years Years Inception!
Income Error
Core Fixed Income Jun-12 $ 2,731 | 100.0% 0.8 -0.7 - -- - 2.1 -
BC U.S. Agg* 0.6 -1.2 -- -- -- 0.6
Excess Return 0.2 0.5 == == == 1.5
Loomis Sayles Jun-80 % 1,100 40.3% 0.6 -0.8 3.9 8.8 5.9 9.8 3.3
BC U.S. Agg* 0.6 -1.2 3.3 5.9 4.9 8.3
Excess Return 0.0 0.4 0.6 2.9 1.0 1.5
Neuberger Berman Nov-90 ¢ 1,124 41.2% 0.9 -0.7 4.5 9.0 6.2 7.5 3.3
BC U.S. Agg* 0.6 -1.2 3.3 5.9 4.9 6.7
Excess Return 0.3 0.5 1.2 3.1 1.3 0.8
Baird Advisors Mar-05 $ 239 8.7% 0.8 0.8 3.7 6.3 -- 5.3 1.3
BC U.S. Agg Govt/Credit Intermed 0.6 -0.5 2.4 5.0 -- 4.6
Excess Return 0.2 1.3 1.3 1.3 = 0.7
LM Capital Group Mar-05 $ 268 9.8% 1.0 -1.4 3.1 6.8 -- 5.4 2.6
BC U.S. Agg* 0.6 -1.2 2.8 52 -- 4.7
Excess Return 0.4 -0.2 0.3 1.6 -- 0.7
Credit Opportunities Jun-13  $ 100 | 100.0% 2.3 - - - - 23 -
BC US Corp HY 2% Cap 2.3 -- -- -- -- 2.3
Excess Return 0.0 == == == == 0.0
Aegon USA Jun-13 % 50 49.9% 1.9 - - - - 2.0 -
BC US Corp HY 2% Cap 2.3 -- -- -- -- 2.3
Excess Return -0.4 == == == -- -0.3
Franklin Advisors Jun-13 $ 50 50.1% 2.6 - - - - 2.7 -
BC US Corp HY 2% Cap 2.3 -- -- -- -- 2.3
Excess Return 0.3 == == == == 0.4

! Indicates gross returns.

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

Fixed Income Managers 1




Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending September 30, 2013

5-Year Rolling Risk-Adjusted Active Returns

Los Angeles City Employees Retirement -Domestic Fixed Income
60-Month Rolling Information Ratio
December 31, 1999 - September 30,2013
Benchmark: LACERS - Domestic Fixed Income Policy

1.40

1.20

1.00

Information Ratio
[=]
N
(=]

Feb 2001 Apr2002  Jun2003  Aug 2004 Oct2005 Dec2006  Feb2008  Apr2009  Jun2010  Aug 2011 Oct 2012
* Rigk Type - Standard Deviation

. 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.

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

Fixed Income Managers 2



Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending September 30, 2013

Fixed Income - Holdings Based Style
9/30/2013

6.0

5.5 ‘

5.0

4.5

4.0

B Fixed Income Composite

3.5
+ Barclays U.S. Aggregate

3.0

2.5

Duration

2.0

1.5

1.0

0.5

0-0 T T T T T T T T T T T T T T T 1
00 05 10 15 20 25 30 35 40 45 50 55 60 65 70 75 8.0

Quality

 LACERS Fixed Income portfolio has slightly lower duration than benchmark.
« Portfolio is modestly lower quality versus benchmark.

Fixed Income Managers 3



J' LOS ANGELES CITY EMPLOYEES’

RETIREMENT SYSTEM Quarter Endlng September 30, 2013

MANAGER REPORT CARD'

. Current Three Five Since
, In n ne Year .
Core Fixed Income (I:;eaptt;o Mandate Quarter One Yea Years Years Inception Comments?
I U I U I U I U I
» Neuberger Berman Nov-90 Core - Plus v v v v v v v v v Performance satisfactory.
> Loomis Sayles Jun-80 Core - Plus v v v v v v v v Performance satisfactory.
> Baird Advisors Mar-05 Intermediate v v v v v v v v v Performance satisfactory.
> LM Capital Group Feb-05 Core - Plus v v v v v v v Performance satisfactory.
Credit Opportunities
> Aegon USA Jun-13 High Yield Bonds n/a n/a n/a n/a n/a n/a Limited track record.
Franklin Advisers Jun-13 High Yield Bonds v v n/a n/a | n/a n/a n/a n/a v Limited track record.
!Current 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 |v 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

Fixed Income Managers 4



RETIREMENT SYSTEM Quarter Ending September 30, 2013

Baird Advisors

Mandate: Intermediate Fixed Incoms

. . Objective: Outperform the benchmark by 15-40 bps
Benchmark: BC US Agg Govi/Credit Intermed annualized over a full market cycle (normally 3-5 years).
Strategy Quartile Rankings
Baird invests primarily in US investment-grade bondsin 9% o
the govenment and credit sectors with 3-5 year 795 -
maturifies. —

.Eq'lo | -
4%
Guarterly Rate of Retum Vs Benchmark e -
39 — Baird Advisors 3% 7 .
— BC US Agg Govt/Credit Interr 2% * I -
2 | [ |
1% | g —
e % 7 [ o |
1% 195
1% -2% T T T T T 1
Three One Two Three Four Five
0% Months Year Years Years Years fears
-1%
-1%
294 g 1Y 2Y¥rs. 3Yrs. 4 ¥rs, 5Yrs
- B Baird Advisors 08 1.0 37 3.9 55 64
Rank 15 18 19 13 14 17
-3 T T T T T T T T T T T 1 T T T T T T T 711
12711 0312 0§12 0912 1212 0313 04013 0%/13 # BCUS AggGowvtf/Cred 0.6 (0.5) 19 2.4 37 50
Rank 3z 71 36 46 27 EE]
Gross 1oth Percentile 0% 1.9 47 33 58 76
Net Ret o Lo 1Yr 2 Yrs. 3Yre. 5Y o I“gﬂ'F;t'““ istQuartle 07 07 23 31 38 51
€ 4 Ed"_ms Q k rs. rs. IS. Return aﬂ £ Madian 0.4 ©0.2 15 21 27 432
Baird Advisors 0.8 0.8 3.5 3.7 8.3 5.3 Mar-2005 3rd Quartile 0.2 (0.8) 0.8 1.2 15 25
BC US Agg GD"-"L'J’CI'E( 0.6 |:'|:|5:| i.9 2.4 5.0 4.6 ath Percentils 0.0 (1-5]‘ 0.5 0.7 0.9 2.0

Excess Return 0.2 1.3 1.6 1.2 1.3 0.7

Number OF Observations 44 36 39 39 34 29

Fixed Income Managers 5



LA ES

LOS ANGELES CITY EMPLOYEES'
RETIREMENT SYSTEM

_A

Quarter Ending September 30, 2013

Mandate: Intermediate Fixed Income

Benchmark: BC US Aggregate

Strategy

LI Capital invests primarily in US investment-grade
bonds in the govenment and credit sectors with 3-5

LM Capital Group

Objective: Outperform the benchmark by 30-80 bps ,
annualized over a full market cycle (normally 3-5 years).

year maturities.

Performance

Quartery Rate of Retum Vs Benchmark

4% -
— LM Capital Group
3% — BC US Aggregate
2%
1%
0%
-1%
-2%
-3%
A% T T T T T T T T T T T T T I T T T T T T T T 11
12/11 03/12 05112 07/12 12112 03/13 04/13 09/13
Gross .
ITD Inception
Net Returns %o LCQ 1Yr. 2¥rs. 3Yrs. 5 Yrs. Return Date
LM Capital Group 1.0 (1.4) 3.3 3.1 6.8 5.4 Mar-2005
BC US Aggregate 0.6 (1.2) 2.6 2.8 5.2 4.7
Excess Return 0.4 (0.2) 0.7 0.3 1.6 0.7

Prior to 6/30/13 the indice was the BC US Universal and after 673013 the indice is now the BC US Agg

B | M Capital Group
Rank

# BCUS Agg.
Rank
10th Percentile
1st Quartile
Medizn
3rd Quartile
a0th Percentile

Number Of Observations

Fixed Income Managers 6

Quartile Rankings

12% —

10% [ ]

[]

8% - [ ]

6% - T

4% —

ol —

0%

_2% -

—405

_.E.% -

-8% T | 1
Three One Two Thres Four Five
Months Year Years Years Years Years

QTD  1¥r. 2Y¥rs. 3Y¥rs. 4Yrs. 5Yrs.

1.0 (1.2) 35 33 49 6.9
9 81 19 22 19 16
06 (1.2) 26 2.8 41 52

35 81 23 35 22 24
089 19 47 39 58 7.6
0.7 07 23 31 3.8 51
04 02 15 21 27 42
0.2 (0.8) 08 12 15 25
0.0 (1.5 05 07 08 20

44 36 39 39 34 29



J' LOS ANGELES CITY EMPLOYEES”

RETIREMENT SYSTEM

Quarter Ending September 30, 2013

Mandate: S Fixed Income Manager
Benchmark: BC US Aggregate

Loomis Sayles

Objective: Qutperform the benchmark by 50 bps ,
annualized over a full market cycle (normally 3-5 years).

T
Two Three
Years Years

Strategy Quartile Rankings
Loomis invests primarily in US 1995 —
investment-grade bonds rated BBB- or higher 10% |
by Moodys. a9
Performance 6%
4% —
Quarterdy Rate of Return Vs Benchmark
2% —
o o —
_40i, -
2%
_6% -
1% -8% ,
Three One
0% Months Year
-1%
-2%
30 B Loomis Sayles
Rank
-4% T T T 1 T T 1 T 1 T T 11 1 1T T T 1
12411 03/12 04/12 09/12 12/12 03/13 04/13 09/13 # BCUS Agg.
Rank
Gross ) 10th Percentile
ITD Inception 1st Quartile
MNet Returns %o LCOQ 1Yr. 2¥rs. 3Yrs. 5 ¥Yrs. Return Date Median
Loomis Sayles 0.6 (0.8) 4.1 3.9 8.8 9.8 Jun-1980 3rd Quartile
BC US Aggregate 0.6 (1L2) 2.6 3.3 59 83 90th Percentile
Excess Return 0.0 0.4 1.5 0.6 2.9 1.5

Prior to 6730713 the indice was the BC US Universal and after 6/30/13 the indice is now the BC US Agg

Fixed Income Managers 7

Number Of Observations

Qrh 1Y,

0.6 (0.8)
52 44

0.6 (1.2)
35 57
2.0 6.5
1.0 0.6
0.6 (0.8)
0.1 (3.1)
(0.5) (6.9)
456 411

Four Five
Years Years
2%rs. 3Y¥rs. 4Yrs. 5Yrs.
4.2 4.0 5.6 9.0
35 42 44 28
2.6 3.3 4.7 5.9
58 66 a0 65
10.6 7.9 9.6 1l.6
4.9 5.3 7.4 9.5
2.9 3.8 5.3 5.9
1.8 2.9 3.9 5.1
0.6 1.9 2.7 4.1
373 344 302 259



J' LOS ANGELES CITY EMPLOYEES'

RETIREMEMT SYSTEM

Quarter Ending September 30, 2013

Mandate: US Fixed Income Manager
Benchmark: BC US Aggregate

Strategy
Nuebergerinvestis ininvestment-grade
bonds rated BBB- or higher by Moodys.

Performance

Quartedy Rate of Return Vs Benchmark

504, — MNeuberger Berman
— BC US Aggregate
4% ggreg
3%
2%
1%
0%
-1%
-2%
-3%
AT T T T T T T T T T T T T T T T T T T T T 11
12411 03Nz 0&/12 03/12 12/12 03/13 0&/13 09/12
Gross .
ITD Inception
Net Returns % LCQ 1¥r. 2Y¥rs. 3Yrs. 5 Yrs. Return Date
Meuberger Berman 0.9 (0.7) 4.9 4.5 9.0 7.5 MNov-1990
BC US Aggregate 0.6 (1.2) 2.6 3.3 5.9 6.7

Excess Return 0.3 0.5 2.3 1.2 3.1 0.8

Prior to 6/30/13 the indice was the BC US Universal and after 6/30/13 the indice is now the BC US Agg

Neuberger Berman

Objective: Outperform the benchmark by 100 bps ,

annualized aver a full market cycle (normally 3-5 years).

Quartile Rankingz
12%
8% - [ ]
% - B " ==
49 "
2% = I
0%
. [T
-6% —
-8% | T | |
Three One Two Three Four Five
Months Year Years Years Years Years
QTD  1Yr. 2%rs. 3Yrs. 4Yrs. 5Yrs.
B Neuberger Berman 0.9 (0.5) 5.1 4,7 6.9 9.2
Rank 29 40 24 33 30 26
& BC US Agg. 0.6 (1.2) 2.6 3.3 4.7 5.9
Rank 55 57 58 66 60 65
10th Percentile 2.0 6.5 10.6 7.9 9.6 11.6
1st Quartile 1.0 0.6 4.9 5.3 7.4 9.5
Median 0.6 (0.8) 2.9 3.8 5.3 6.9
3rd Quartile 0.1 (3.1) 1.8 2.9 39 51
90th Percentile  (0.5) (6.9) 0.6 1.9 2.7 4.1
Mumber Of Observations 456 411 373 344 302 2539

Fixed Income Managers 8



J. LOS ANGELES CITY EMPLOYEES'

RETIREMEMT SYSTEM Quarter Ending Sepiember 30, 2013

Aegon USA

Mandate: High Yield Fixed Income

. Objective: Outperform the benchmark by 200 bps ,
Benchmark: BC US Corp HY 2% Cap annualized over a full market cycle (normally 3—% years).
Strategy Quartile Rankings
Asgon USA Investment Management, LLC. primarily invests 16% —
in_fixed income secunties that are issued by corpergtions
with high yield ratings (oelow investment grade) with a
heavy focus on controling credit risk via in-depth research 14% - -
of all ssuers in the portfolio. -
12%
Performance - [ ]
10% - — I

Quarterty Rate of Retum Vs Benchrmark -

8% - ]

2 504 - Asgon USA L4
BC US Corp HY 2% Cap 6% -

4% —

29 | e——

0% I I I I I

Thres Two Four Five
2.0% Manths Years Years Years
[ |

QD 1Yr. 2%rs. 3Yrs. 4Yrs. 5Yrs.

B Asgon USA 2.0 - -- -- - --
Rank 64
06/13 07/13 06/13 09/13 % BCUSCorpHY2%C 23 7.1 131 9.2 114 13.5
Rank 39 35 23 23 27 12
— 10th Percentile 2.8 9.6 14.6 10.1 13.1 13.9
Net Ret o Lco 1yr. 2 3y sy RI{E lﬂi)egctiﬂﬂ ist Quartile 25 7.7 126 9.1 11.4 12.7
e efurns r. rs. rs. rs. arn ale .
Median 21 66 121 86 10.7 11.5
Aegon USA 1.9 -- -- - -- 2.0 Jun-2013 )
3rd Quartile 1.7 49 104 8.0 9.7 106
+] i -_— - . 3
BC US Corp HY 2% € 2.3 2.3 ooth Percentile 0.7 42 91 7.5 9.1 9.8
Excess Return (0.4) -- -- -- -- (0.3)

MNumber Of Observations 39 36 30 26 23 22

Fixed Income Managers 9
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Franklin Advisers

Mandate: High Yield Fixed Income

. Objective: Outperform the benchmark by 200 bps ,
Benchmark: BC US Corp HY 2% Cap annualized owver a full market cycle (normally 3-5 years).
Strategy Quartile Rankings
Frankln Adwvisers, Inc. invests in U5, high yveld corporate 16% —
bond market that focus on fundamental credit analysis of
corporate issuers across the high vield market with a goal 149%
of identifying those securities offering the potential for T -
strong risk-adjusted total returns. - -

12% +
Performance - [
10% — — [ ]
Quartery Rate of Retum Vs Benchmark -
89y - ]
3.0% Franklin Advissrs hd
BC US Corp HY 2% Cap 6% -
4% -
2% | m—
0% T T T T T
Thres Two Four Five
2.5% Maonths Years Years Years
QrD 1¥r. 2Y¥rs. 3Yrs. 4%¥rs. 3Yrs.
B Franklin Advisers 2.7 -- - -- -- -
Rank 13
0% T T T T T I T T LT LT T L I T L LT T T T T
12/11 032 0&/12 0?12 12412 03/13 0513 07/13 & BC US Corp HY 2% C 2.3 7.1 131 9.2 114 13.5
Rank 39 35 23 23 27 12
Gross 10th Percentile 2.8 9.6 146 10.1 13.1 139
Net Ret ol lco 1vr. 2Y 3y sy Rl'tf‘? IHBEPttiﬂ" 1stQuartile 2.5 7.7 126 9.1 114 127
et Returns r. rs. rs. rs. Return ate .
N . Median 2.1 6.6 121 8.6 10.7 11.5
Franklin Advisers 2.6 - - - - 2.7 Jun-2013 i
3rd Quartile 1.7 4.9 10.4 8.0 9.7 106
o, - - - - 2
BC US Corp HY 2% C - 2.3 2.3 ooth Percentile 0.7 42 91 75 9.1 98
Excess Return 0.3 -- - - -- 0.4

Number Of Observations 39 36 30 26 23 22

Fixed Income Managers 10
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LOS ARGELES QTY EMPLOYEES

AN Quarter Ending September 30, 2013

l. Asset Allocation

Market %: market value as a percent of the total fund’s market value.
Target %: investment policy on target allocation for each asset classes.
Minimum and Maximum %: range of allecation for each asset classes.

Il. Policy Benchmarks
Current (adopted January 24, 2012)

- R

- »

U.S Equity: 24% Russell 3000

Mon-U.S Equity: 29% MS ACWI ex U.S. Net Div

Fixed Income: 19% Barclays Capital (BC) Aggregate

Credit Opportunities: 5% B5% Barclays U.S. High Yield Capped / 35% JP Morgan EMEI - Global Diversified

Public Real Assets: 5% CPI + 5%

Private Real Estate: 5% MNCREIF + 100 bps annually

Private Equity: 129% Russell 3000 plus 300 bps annually. Calculated on a dollar-weighted basis, and
holding cash flows at 0% return for the first 36 months

Cash: 1% 90-day Treasury Bill

Total: 24% 1.5, Equity; 29% Non-U.S. Equity; 19% Fixed Income; 5% Credit Opportunities; 5% Public Real Assets;
5% Private Real Estate; 12% Private Equity; 1% Cash

Prior (adopted October 13, 2009)

*

+
*
+
*

- -

U.S Equity: 27% Russell 3000

MNon-U.S Equity: 20% MS ACWI ex U.S. MNet Div

Core Fixed Income: 26% Barclays Capital (BC) Universal

Private Real Estate: 7% MNCREIF

Private Equity: 9% Russell 3000 plus 400 bps annually. Calculated on a dollar-weighted basis, and holding
cash flows at 0% return for the first 36 months.

Cash: 1% 90-day Treasury Bill

Total: 37% U.S. Eqguity; 20% Non-U.5. Equity; 26% Core Fixed Income; 7% Private Real Estate; 9% Private Equity;

1% Cash
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. Indices

Cash

Salomon Brothers 3-Month Treasury Bills: an average of the last three 3-month treasury bill issues’ monthly retum
equivalents of yield averages, which are not marked to market. Month-end discount yields are converted to bond-
eguivalent yields, then a simple average is taken, and that number is decompounded to a monthly return using the
actual number of days in the month and a 365-day year.

Equity

*
*

*

Dow Jones Industrial Average: This index is the price-weighted average of 30 actively traded blue chip stocks.
MASDAQ: A market value weighted index that measures all domestic and non-US based securities, more than 4700
companies listed on the NASDAQ stock market.

Russell Midcap Value: contains Russell Mideap stocks having less-than-average growth orientation and are
included in the Russell 1000 Value Index.

Russell 1000: consists of the 1000 largest securities in the Russell 3000 Index. The Russell 1000 is capitalization-
weighted.

Russell 1000 Growth: contains Russell 1000 stocks having greater-than-average growth orientation. Stocks tend
to exhibit lower dividend yields and higher price-to-book ratios, price-earnings ratios and forecast growth values than
the Value universe. The index is capitalization-weighted (as opposed to equal-weighted).

Russell 1000 Value: contains those Russell 1000 secunties with a less-than-average growth crientation. Securities
in this index tend to exhibit lower price-to-book and price-earnings ratios, higher dividend vyields and lower
forecasted growth values than the Growth universe. Russell 1000 Value is capitalization-weighted.

Russell 2000: contains the smallest 2,000 stocks in the Russell 3000 Index, representing approximately 11% of the
Russell 3000 total market capitalization. The index is capitalization-weighted (as cpposed to equal-weighted).
Russell 2000 Growth: contains those Russell 2000 securities with a greater-than-average growth orientation.
Securities in this index tend to exhibit higher price-to-book and price-earnings ratios, lower dividend yields and
higher forecasted growth values than the Value universe,

Russell 2000 Value: contains those Russell 2000 securities with a less-than-average growth orientation. Securities
in this index tend to exhibit lower price-to-book and price-eamings ratios, higher dividend vields and lower
forecasted growth values than the Growth universe.

Russell 3000: measures performance of the 3000 largest US companies based on total market capitalization. This
index represents approximately 98% of the investable US equity market. The Russell 3000 is capitalization-weighted.
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Standard and Poor 500: the S&P, which represents approximately 75% of NYSE market capitalization and 30% of
MNYSE issuses, contains 500 industrial, utility, transportation and financial companies in the U.S. markets (mostly
MNYSE issues). The S&P is capitalization-weighted (as opposed to equal-weighted), calculzated on a total return basis
with dividends reinvested.

Morgan Stanley All Country World ex USA: an arthmetic, market value-weighted average of approx. 1800
securities from outside the United States. The index is calculated on a total return basis, including reinvestment of
gross dividends before deduction of withholding taxes.

Morgan Stanley Capital International Emerging Markets Free: contains securities of the following counties
which are available to all investors regardless of local status: Argentina, Brazil, Chile, Colombia, Greece, India,
Indonesia, Israel, Jordan, Malaysia, Mexico, Pakistan, Peru, Philippines, Poland, Portugal, South Africa, Sri Lanka,
Thailand, Turkey and Venezuela.

Morgan Stanley Capital International EAFE: an arithmetic, market value-weighted average of over 900 securities
from Europe, Australia, and the Far East. The index is calculated on a total return basis, including reinvestment of
gross dividends before deduction of withholding taxes. The following countries are represented: Australiz, Austriz,
Belgium, Denmark, Finland, France, Germany, Hong Kong, Ireland, Italy, Japan, Malaysia, Metherlands, New
Zezland, Norway, Singapore, Spain, Sweden, Switzerland and the United Kingdom.

Morgan Stanley Capital International Europe: includes companies representing 15 European countries: Austria,
Belgium, Denmark, Finland, France, Germany, Ireland, Italy, Netherlands, Norway, Portugal, Spain, Sweden,
Switzerland and the United Kingdom.

Morgan Stanley Capital International Pacific: includes companies representing 5 countries: Australia, Hong
Kong, Japan, New Zealand and Singapore.

Morgan Stanley Capital International Pacific ex Japan: includes companies representing 4 countries: Australia,
Heng Kong, New Zealand and Singapore.

Morgan Stanley All Country Asia Pacific: includes companies representing 14 countries: Australia, China, Hong
Kong, India, Indonesia, Japan, Malaysia, Pakistan, Philippines, Korsa, New Zealand, Singapore, Thailand, and
Taiwan. It is calculated on a total return basis with dividends reinvested.

* Fixed Income
+ PBarclays Capital Aggregate: an aggregate of the Government/Corporate Bond Index, the Mortgage-Backed

Securities Index, and the Asset-Backed Securities Index. The index contains fixed rate debt issues with at least one-
year maturity, $100 million par value ocutstanding, and investment grade ratings by Moody's, S&P or Fitch (in that
order). Returms are market-value weighted inclusive of accrued interest.
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+ Barclays Capital US Govt/Credit Intermediate: This index is a sub-component of the Barclays Capital Aggregate
index. Bonds consist of the US Treasury, US Agency (non-MBS), and US Investment-grade credit holdings with a
maturity range of 1 to 10 years.

+ Barclays U.5. High Yield 2% Capped: This index is an unmanaged index that covers U.5. corporate, fixed-rate,
non-investment grade debt with at least one year to maturity and at least $150 million in par ocutstanding. Index
welghts for each issuer are capped at 2%.

+ Bond Rating Methodology: Bond ratings are intended to characterize the risk associated with holding a particular
bond or categories of bonds. These ratings are the risk assessed by the market and that the bond issuer must pay to
attract purchasers to the bond. These ratings are expressed as a senies of letters and seguences.

Rating Categories in descending order:

o AAA: The best quality rating, stable cash flows, wery protective bond covenants, very low probability of
default.

& Aa: The second best rating. Stable cash flows, less protective bond covenants, very low probability of
default.

& A Stable cash flows, less protective bond covenants, long-term probability of default is higher than
AAA or Aa.

i+ Baa: Medium gquality rating, reliable cash flows short term, less-reliable cash flows long term, bond

covenants offer limited protection. Moderate probability of default. Downgrade to a lower rating is
also possible. Baa bonds are the lowest rating still considered “investment grade.
¢ Ba thru B: Highly speculative. Long-term assurance of cash flows and protective elements are low.
Purchasers of these bonds generally specialize in assessing credit risk of specific bond issues.
Much higher spreads versus investment grade bonds provide the incentive for purchasers. High
default or downarade nsk.
Caa thru C: Poor standing. Either close to default or in default. Highly probable loss of principal.
& D: Coupon payments were not paid on the due date which puts the bond In default. Unless both
Protective covenants and issuer assets are adequate (nmot likely), holder loses all likelihood of
recovering principal.

o

Private Real Estate

MCREIF Property Index: the NPI contains investment-grade, non-agricultural, income-producing properties which may
be financed in excess of 5% gross market value; were acquired on behalf of tax exempt institutions; and are held in a
fiduciary environment. Data is collected gquarterly from a membership of investment managers and plan sponsors.
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Returms are gross of fees: include income, realized gains/losses, and appreciation/depreciation; and are market-value
weighted. Property values are determined by consistent appraisal methodology and sold properties are removed in the
guarter of the sale (the historical data remains). Current quarter performance is preliminary.

IV. Universe Comparison
All Northern Trust Universes are gross of fees. Universe breaks are at 10, 25, 50, 75 and 90 percentiles,

TUCS Plan Universes

Published on a quarterly basis using monthly observations. Over time, the plan population members will change due
to new plans being introduced and other plans closing or leaving the universe,

Public Funds

Includes the range of performance of all Public Funds greater than 10 billicn dellars. Monitored by the Wilshire's Trust
Universe Comparison Services Group. Plans include state and municipal plans and systems.

Manager Universes

Created using the performance of managers used by sponsor subscribers to the Risk & Performance Services Group
(RPS). Each occcurrence of 2 manager is considered as an observation. The manager universes are used to describe the
actual experience of plan sponsors use of the managers; no manager supplied representative portfolios or composites
are used in the creation of the universes. All occurrences of a manager are included in the magnitudes they are used by
the sponsors; no stratification or judgments are introduced by RPS to alter 3 manager’s representation. Manager
portfolios are used from all market segments (ERISA, Public, Foundation & Endowments, and Wealth) since managers
are hired to fulfill a specific policy objective that is not unique by plan type. Inclusion in a universe is based upon
guantitative screening using the criteria described; an RPS analyst determines the comparison of a manager to this style
backaround for reporting purposses. The portfolio criteria are applied as the average of the values over the time pericd
being observed and not simply the current point in time value.

+ 1S, Equity - Large Cap Core
Includes portfolics with a portfolio average market capitalization greater than $10 billion but not displaying any
significant growth or value bias. The Barra Growth and Barra Book to Price risk factors are used to determine style
orientation. Most of the portfolios also display a market-like beta.
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U.5. Equity - Large Cap Growth

Includes portfolios with a portfolio average market capitalization greater than $10 billion. Portfolios will also display
a significant arowth bias as represented by a Barra Growth Risk Factor in the top 40% of all US equity portfolics and
a Barra Price/Book score in the bottom 70% of all US eguity portfolios monitored by RPS. Most growth portfolios
display an above market beta.

.S, Equity - Large Cap Value

Includes portfolios with a portfolio average market capitalization greater than $10 billion. Portfolios will also display a
significant value bias as represented by 2 Barra Price/Book score in the top 30% of all US equity portfolios monitorad
by RPS. Most value portfolios display a below market beta and above market dividend yield.

.S, Equity - Small Cap Growth

Includes portfolios with a portfolio average market capitalization of less than $2 billion. Small Cap Growth portfolios
will also display 2 growth bias as represented by a Barra Growth Risk Factor in the top 31% of all US equity portfolios
monitored by RPS.

U.5. Equity - Small Cap Value

Includes portfolios with a portfolio average market capitalization of less than $2 billicn. Small Cap Value portfolios
will also display a value bias as represented by a Barra Price/Book score in the top 27% and a Barra Growth factor
score in the bottom 31% of all US equity portfolios monitored by RPS.

Mon-U.5. Equity - Developed Markets

Includes all managers investing in developed markets ocutside of North America. The majority of the portfolios in this
universe are EAFE-ariented but may contain an opportunistic zllocation to emerging markets equity (extendad EAFE).
There are a few regional non-US equity managers (Eurcpe & Pacific Basin) also representad.

Non-U.5. Equity - Emerging Markets
Includes all managers investing in emerging markets. The universe includes emerging markets managers that are
diversified across all emerging markets as well as specialists in regional emerging markets,

1.5, Core Fixed Income
Includes all managers, active and passive, investing in US Fixed Income.
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+ Credit Opportunities
Includes zll managers, active and passive, investing in US high yield and emerging market debt managers.

+ Public Real Assets
Includes all managers investing in Public REITS, TIPS, Commedities, and Multi Asset Real Asset/Return managers.

V. Investment Performance

Time: the internal rate of return (accounting for daily cash flows) monthly based on trade-date, full accrual accounting,
and using market values. For periods of greater than one month, a time series of linked monthly returns is maintained,
introducing a time weighted effect.

The Private Real Estate and the Private Equity returns are lagged one quarter.

The LACERS Total Fund return is dollar-weighted to include Private Equity.

Vl. Performance Attribution

Holdings-Based Attribution.
U.S. Equity, MNon-U.S. Equity, and Fixed Income tables are Holdings-based. The tzble details various attribution
subcategories which impacted each manager’s performance such as: selection, weighting, duration, yield, quality, etc.

VIl. Terminology

Duration: A measure of the sensitivity of the price (the value of principal) of a fixed-income portfolio given a 1%
change in the US Treasury yield curve (interest rates). A portfolio with a duration of 4 would be expected to lose 4% of
its value when interest rates rise 1%. Duration is expressed as a number of years. Rising interest rates mean falling
bond prices, while declining interest rates mean rising bond prices.

Information ratio: A ratio of portfolio returns above the returns of a benchmark (usually an index) to the volatility of

those returns. The information ratio (IR) measures a portfolio manager's ability to generate excess retums relative to a
benchmark, but also attempts to identify the consistency of the investor. This ratio will identify if 2 manager has beaten
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the benchmark by a lot in a few months or a little every month. The higher the IR the more consistent a manaager is
and consistency is an ideal trait.

= Standard deviation: A statistical measure of volatility or the degree to which an individual value in a probability
distribution tends to vary from the mean of the distribution. & manager with a one-year return of 5% and a standard

deviation of 5, indicates the range of returns for this manager will likely fall between 0% and 10% dunng mest annual
time periods.

= Tracking error: A measure of the difference between returns of the portfolio and that of the benchmark it was
attempting to imitate; reported as a "standard deviation percentage” difference.
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