
 

 

BWC Board of Directors 
 

Investment Committee Agenda 
William Green Building 

August 27, 2009 

Level 2, Room 2  

 12:00 p.m. – 2:00 p.m. 

 

Call to Order 
 Bob Smith, Committee Chair 
 

Roll Call 
 Linda Byron, Scribe 

 

Approve Minutes of the July 30, 2009 Meeting 
 Bob Smith, Committee Chair 

 

Review and Approve Agenda*  
 Bob Smith, Committee Chair 

 

Discussion Items 

 
1. Monthly and Fiscal Year to Date Portfolio Value Comparisons      

 July 2009/June 2009 

   Bruce Dunn, Chief Investment Officer 

 
 

2. Month-End Portfolio Asset Allocation Values 

 July 2009/June 2009 

Bruce Dunn, Chief Investment Officer 

 

3. Portfolio Performance 

 Mercer Quarterly Report – Second Quarter 2009 

 Bob Smith, Committee Chair 

 Mercer Team 

 

4. CIO Report – July 2009 

Bruce Dunn, Chief Investment Officer 

 

5. Committee Calendar 

   Bob Smith, Committee Chair  

   Bruce Dunn, Chief Investment Officer 

 

Adjourn 
Bob Smith, Committee Chair 

 

 

Next Meeting:   September 24, 2009  
 

  * Not all agenda items may have materials 

** Agenda subject to change 



Ohio Bureau of Workers' Compensation

Invested Assets Market Value Comparison

TOTAL FUNDS

Market Value % Market Value % Increase (Decrease) %

Asset Sector July 31, 2009 Assets June 30, 2009 Assets Prior Fiscal Year-End Change

Bonds $13,259,913,391 74.9% $13,223,292,563 76.9% 36,620,828              0.3%

Equity 3,839,255,509     21.7% 3,524,428,866         20.5% 314,826,643            8.9%

Net Cash - OIM 215,769,179        1.2% 35,121,653              0.2% 180,647,526            514.3%

Net Cash - Operating 342,572,023        1.9% 364,863,630            2.1% (22,291,607)             -6.1%

Net Cash - SIEGF 54,127,633          0.3% 54,583,234              0.3% (455,601)                  -0.8%

     Total Net Cash 612,468,835        3.5% 454,568,517            2.6% 157,900,318            34.7%

Total Invested Assets $17,711,637,735 100% $17,202,289,946 100% $509,347,789 3.0%

OIM:  Outside Investment Managers

MIF:  Marine Industry Fund;  PWRE:  Public Work-Relief Employees' Fund;  SIEGF:  Self-Insured Employers' Guaranty Fund

Beginning with March 2009 the cash for MIF and PWRE has been included in Net Cash - Operating due to the funding of the IDFI (bond index) accounts.

June 30, 2008 Net Cash - SIEGF balance includes PWRE and MIF cash balances.

Market Value of Bonds and Stocks includes accrued investment income.

Net Cash includes the impact of net trade receivables/payables, accrued money market earnings, and accrued investment manager fees.

July 2009/June 2009 Comparisons

•   Net investment income in July 2009 was $532 million representing a monthly net portfolio return of +3.1% (unaudited).

•   Bond market value increase of $36.6 mm comprised of $64.0 mm in interest income and $207.0 mm in OIM realized/unrealized gains ($120.4 mm net realized loss), offset by  

      $179.4 mm in OIM net bond sales (increasing OIM cash balances accordingly) and by $55 mm in OIM rebalancing redemptions, representing a monthly net return of +2.0% (unaudited). 

•   Equity market value increase of $314.8 mm comprised of $5.2 mm of dividend income, $256.1 mm in net realized/unrealized gains ($9.9 mm net realized loss) and $55 mm in portfolio  

       rebalancing purchases directed to OIM, offset by $1.5 mm in OIM net stock sales (increasing OIM cash balances), representing a monthly net return of +7.5% (unaudited).    

•   Net cash balances increased $157.9 mm in July 2009 largely due to increased OIM cash balances ($180.6 mm) and by decreased operating cash balances ($22.3 mm).

       JPMorgan US Govt. money market fund had 30-day average yield of 0.24% for July 2009 (0.29% for June09) and 7-day average yield of 0.22% on 7/31/09 (0.25% on 6/30/09). 
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Ohio Bureau of Workers' Compensation

Investment Asset Allocation - Combining Schedule

As of June 30, 2009

(in thousands) SIF

%    

Trust DWRF

%   

Trust BLF

%   

Trust PWRF

%   

Trust MIF

%   

Trust SIEGF %   Trust ACF

%   

Trust Totals

% of 

Total

Bonds 12,106,322$   76.9% 887,489$      79.8% 188,912$     80.0% 23,221$     99.4% 17,349$    98.9% -$              0.0% -$             0.0% 13,223,293$     76.9%

Long Credit -                      0.0% -                    0.0% -                   0.0% -                 0.0% -                0.0% -                0.0% -               0.0% -                       0.0%

Long Government -                      0.0% -                    0.0% -                   0.0% -                 0.0% -                0.0% -                0.0% -               0.0% -                       0.0%

Long Gov/Credit 8,910,357       56.6% 648,041        58.3% 138,759       58.8% -                 0.0% -                0.0% -                0.0% -               0.0% 9,697,157         56.4%

TIPS 3,195,965       20.3% 239,448        21.5% 50,153         21.2% -                 0.0% -                0.0% -                0.0% -               0.0% 3,485,566         20.3%

Aggregate -                      0.0% -                    0.0% -                   0.0% -                 0.0% -                0.0% -                0.0% -               0.0% -                       0.0%

Intermediate Gov/Credit -                      0.0% -                    0.0% -                   0.0% 23,221       99.4% 17,349      98.9% -                0.0% -               0.0% 40,570              0.2%

Stocks 3,257,623       20.7% 220,425        19.8% 46,381         19.6% -                 0.0% -                0.0% -                0.0% -               0.0% 3,524,429         20.5%

Russell 3000 -                      0.0% -                    0.0% -                   0.0% -                 0.0% -                0.0% -                0.0% -               0.0% -                       0.0%

MSCI ACWI ex-U.S. -                      0.0% -                    0.0% -                   0.0% -                 0.0% -                0.0% -                0.0% -               0.0% -                       0.0%

S&P 500 3,248,144       20.6% 220,142        19.8% 46,322         19.6% -                 0.0% -                0.0% -                0.0% -               0.0% 3,514,608         20.5%

Dividends Receivable 5,441              0.0% 283               0.0% 59                0.0% -                 0.0% -                0.0% -                0.0% -               0.0% 5,783                0.0%

Miscellaneous 4,038              0.0% -                    0.0% -                   0.0% -                 0.0% -                0.0% -                0.0% -               0.0% 4,038                0.0%

Net Cash & Cash Equivalents 385,475          2.4% 3,772            0.3% 879              0.4% 129            0.6% 198           1.1% 54,583       100.0% 9,532       100.0% 454,568            2.6%

Total Cash & Investments 15,749,420$   100.0% 1,111,686$   100.0% 236,172$     100.0% 23,350$     100.0% 17,547$    100.0% 54,583$     100.0% 9,532$     100.0% 17,202,290$     100.0%

Market value of Bonds includes accrued investment income.

Net Cash and Cash Equivalents includes the impact of net trade receivables/payables, accrued money market earnings, and accrued investment manager fees.

SIF:  State Insurance Fund DWRF:  PWRF: Public Workers' Relief Fund SIEGF:  Self-Insured Employers Guaranty Fund

   BLF: Coal Workers' Pneumoconiosis Fund MIF: Marine Industry Fund ACF: Administrative Cost Fund

Disabled Workers' Relief Fund
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Ohio Bureau of Workers' Compensation

Investment Asset Allocation - Combining Schedule

As of July 31, 2009

(in thousands) SIF

%    

Trust DWRF

%   

Trust BLF

%   

Trust PWRF

%   

Trust MIF

%   

Trust SIEGF

%   

Trust ACF

%   

Trust Totals

% of 

Total

Bonds 12,118,951$     74.8% 906,006$       78.9% 194,220$      79.6% 23,316$      98.9% 17,420$        98.9% -$               0.0% -$               0.0% 13,259,913$      74.9%

Long Credit 3,844,441         23.7% -                     0.0% -                   0.0% -                 0.0% -                   0.0% -                 0.0% -                 0.0% 3,844,441          21.7%

Long Government 1,275,412         7.9% -                     0.0% -                   0.0% -                 0.0% -                   0.0% -                 0.0% -                 0.0% 1,275,412          7.2%

Long Gov/Credit 1,633,169         10.1% 666,414         58.0% 144,034        59.1% -                 0.0% -                   0.0% -                 0.0% -                 0.0% 2,443,617          13.8%

TIPS 3,172,797         19.6% 239,592         20.9% 50,186          20.6% -                 0.0% -                   0.0% -                 0.0% -                 0.0% 3,462,575          19.5%

Aggregate 2,193,132         13.5% -                     0.0% -                   0.0% -                 0.0% -                   0.0% -                 0.0% -                 0.0% 2,193,132          12.4%

Intermediate Gov/Credit -                        0.0% -                     0.0% -                   0.0% 23,316        98.9% 17,420          98.9% -                 0.0% -                 0.0% 40,736               0.2%-                        

Stocks 3,554,652         21.9% 235,129         20.5% 49,475          20.3% -                 0.0% -                   0.0% -                 0.0% -                 0.0% 3,839,256          21.7%

Russell 3000 -                        0.0% -                     0.0% -                   0.0% -                 0.0% -                   0.0% -                 0.0% -                 0.0% -                        0.0%

MSCI ACWI ex-U.S. -                        0.0% -                     0.0% -                   0.0% -                 0.0% -                   0.0% -                 0.0% -                 0.0% -                        0.0%

S&P 500 3,545,160         21.9% 234,808         20.5% 49,408          20.3% -                 0.0% -                   0.0% -                 0.0% -                 0.0% 3,829,376          21.7%

Dividends Receivable 5,489                0.0% 321                0.0% 67                 0.0% -                 0.0% -                   0.0% -                 0.0% -                 0.0% 5,877                 0.0%

Miscellaneous 4,003                0.0% -                     0.0% -                   0.0% -                 0.0% -                   0.0% -                 0.0% -                 0.0% 4,003                 0.0%

Net Cash & Cash Equivalents 538,252            3.3% 6,993             0.6% 219               0.1% 257             1.1% 194               1.1% 54,128       100.0% 12,426       100.0% 612,469             3.5%

Total Cash & Investments 16,211,855$     100.0% 1,148,128$    100.0% 243,914$      100.0% 23,573$      100.0% 17,614$        100.0% 54,128$     100.0% 12,426$     100.0% 17,711,638$      100.0%

Market value of Bonds includes accrued investment income.

Net Cash and Cash Equivalents includes the impact of net trade receivables/payables, accrued money market earnings, and accrued investment manager fees.

State Insurance Fund -  Transitions into new asset allocations began in July, 2009.  The Long Credit and Long Government split was approximately 75% complete by the end of July, 2009.  The U.S. Aggregate transition as well as 

the remaining Long Credit and Long Government split is anticipated to be fully completed mid-August, 2009.  Transitions are anticipated to continue throughout the remainder of 2009 and into First Quarter, 2010.  

The S&P 500 Index benchmark increased 7.56% in return for the month of July.  This resulted in an increase in equity asset allocation from 20.5% to 21.7% over the month of July, 2009.  The strong performance in equities caused a 

reduction in the bond asset allocation.  Cash allocations increased as a result of SIF portfolio transitions, also causing a decline in the bond asset allocation.

Disabled Workers' Relief and Coal Workers' Pneumoconiosis Funds -  Mercer Consultants anticipate completion of an asset/liability study in the Fall of 2009. 

PWRF, MIF, SIEGF -  No changes to asset allocations are anticipated in Fiscal Year 2010.

Equity Bonds Cash Total

SIF 30% 69% 1% 100%

DWRF 20% 79% 1% 100%

BLF 20% 79% 1% 100%

PWRF 99% 1% 100%

MIF 99% 1% 100%

SIEGF 100% 100%

ACF

SIF:  State Insurance Fund DWRF:  PWRF: Public Workers' Relief Fund SIEGF:  Self-Insured Employers Guaranty Fund

   BLF: Coal Workers' Pneumoconiosis Fund MIF: Marine Industry Fund ACF: Administrative Cost Fund

Fund Asset Allocation:

Not Applicable

Disabled Workers' Relief Fund
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2Mercer

Civilian Unemployment Rate

Source: Bureau of Labor Statistics, NBER
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Mercer

After the second quarter, the U.S. remained in a deep recession but is beginning to show signs of 
recovery powered by increased government spending and improvements in housing and automotive 
sales. U.S. stocks rebounded strongly across all market caps (large, mid, small) and investment styles 
(value, core, growth).

Value-oriented stocks marginally outperformed their growth counterparts within large and mid-cap 
equities however growth oriented stocks outperformed value stocks within the small-cap space.
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Mercer Investment Consulting, Inc.

U.S. Equity Surges Across All Market Caps
Value Marginally Outperforms Growth

Performance of U.S. Equity Indices
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Mercer

All of the ten sectors of the Russell 1000, 
Russell 1000 Value, and Russell 1000 
Growth indices reported positive returns for 
the quarter.
Telecommunication Services was the worst 
performing sector in the large cap space.
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Mercer Investment Consulting, Inc.

Large-Cap Stocks Underperformed Small-Cap Stocks
Weakest Performance in Telecommunications

Large Cap Core Performance - Russell 1000 Index

Large Cap Value Performance - Russell 1000 Value Index Large Cap Growth Performance - Russell 1000 Growth Index
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Mercer

GICS Sector  QTR PerformanceGICs Sector YTD Performance GICs Sector QTR Weighting
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All ten economic sectors posted positive gains, with 
the top performing sectors for the quarter being 
information technology, consumer discretionary, 
materials, energy, and industrials.

Stocks with lower S&P equity ratings that were 
beaten the worst during the market sell-off rallied the 
most, as investors felt that a strong rebound was in 
order.

Small cap growth stocks continue to outperform 
small cap value stocks, 23.4% compared to 18.0%, 
respectively.

Mercer Investment Consulting, Inc.

Small Cap Stocks Posts Strong Gains
Small Cap Growth Continues to Outperform Small Cap Value

Small Cap Core Performance - Russell 2000 Index

Small Cap Value Performance - Russell 2000 Value Index Small Cap Growth Performance - Russell 2000 Growth Index
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Mercer

MSCI EAFE gained 25.9% (gross) in the second quarter.

– In local currency terms, MSCI EAFE gained 17.3% for the quarter.

Japan, which represents 24.1% of the index, posted a 23.1% return.  In local currency terms, Japan 
posted a 20.2% gain.

The UK, which represents 21.0% of the index, posted a 26.6% return. In local currency terms, UK 
posted a 10.2% gain.

Source: MSCI 2Q  Returns YTD Return
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Mercer Investment Consulting, Inc.

International Equities
Developed Markets: Non-U.S. Equities Gain

Non-US Equity Performance
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Mercer

Barclays Aggregate Index finished strong, up 1.8% for the quarter.
– Corporates led the rally returning 10.5% as investors’ risk appetite increased.

Financial companies were the top performers as signs of stress eased and several firms repaid TARP 
money and issued non-FDIC-backed debt.

– Treasuries were the weakest-performing sector all three months of the quarter as issuances flooded the market 
and non-US investors had concerns over the government’s monetary and fiscal policies. 

Barclays US High Yield Index experienced a strong quarter, returning 23.1% for the quarter and 30.4% year-to-date
– Strongest returns since the mid-1980s. 
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2Q Returns Year To Date

Mercer Investment Consulting, Inc.

US Fixed Income
Performance

Second Quarter Fixed Income Performance

8



Mercer

 QTR YTD 1 YR 3 YRS* 5 YRS* 10 YRS*

Equity S&P 500 15.9 3.2 -26.2 -8.2 -2.2 -2.2
Russell 1000 Value 16.7 -2.9 -29.0 -11.1 -2.1 -0.1
Russell 1000 Growth 16.3 11.5 -24.5 -5.5 -1.8 -4.2
Russell MidCap 20.8 10.0 -30.4 -9.3 -0.1 3.1
Russell MidCap Value 20.9 3.2 -30.5 -11.1 -0.4 4.0
Russell MidCap Growth 20.7 16.6 -30.3 -7.9 -0.4 0.0
Russell 2000 20.7 2.6 -25.0 -9.9 -1.7 2.4
Russell 2000 Value 18.0 -5.2 -25.2 -12.1 -2.3 5.0
Russell 2000 Growth 23.4 11.4 -24.8 -7.8 -1.3 -0.9
Russell 3000 16.8 4.2 -26.6 -8.3 -1.8 -1.5
Mercer Large Cap Value Equity Peer Group median** 16.5 2.1 -25.6 -8.4 -0.7 2.0
Mercer Large Cap Growth Equity Peer Group median** 15.3 10.2 -25.6 -5.5 -0.6 -0.7
Mercer Small Cap Value Equity Peer Group median** 22.2 4.4 -22.7 -8.0 0.3 7.7
Mercer Small Cap Growth Equity Peer Group median** 21.5 11.4 -26.2 -8.1 -0.7 3.0

Fixed Income Citigroup 3-Month T-Bill 0.0 0.1 0.8 3.0 3.0 3.1
Barclays Capital Int. Gov't/Credit 1.7 1.6 5.3 6.1 4.6 5.7
Barclays Capital Gov't/Credit 1.9 0.6 5.3 6.2 4.8 5.9
Barclays Capital Aggregate 1.8 1.9 6.0 6.4 5.0 6.0
Barclays Capital Intermediate Government -1.4 -1.5 6.4 7.0 5.0 5.6
Barclays Capital Long Gov't/Credit 2.8 -3.5 5.3 6.4 5.6 6.9
Barclays Capital MBS 0.7 2.9 9.4 7.9 6.0 6.3
Barclays Capital TIPS 0.7 6.2 -1.1 5.8 4.9 7.2
Barclays Capital High Yield 23.1 30.4 -2.4 2.1 4.3 4.7
Mercer Core Fixed Income Peer Group median** 4.1 4.8 5.9 6.2 5.1 6.1

International MSCI EAFE 8.4 -31.0 -7.5 2.8 1.6
MSCI Emerging Markets 34.8 36.2 -27.8 3.3 15.1 9.0
Citigroup Non-US Gov't Bond 5.4 -0.6 3.5 7.9 6.2 6.5
Citigroup Non-US Gov't Bond - Hedged 0.2 0.2 8.5 5.7 5.3 5.3
Mercer International Equity Universe median** 23.9 8.9 -30.8 -6.4 4.0 3.7

Miscellaneous NCREIF Property Index*** -7.3 -15.0 -14.7 4.2 9.4 9.4
FTSE NAREIT (Equity REITS) 28.9 -12.2 -43.3 -18.0 -2.7 5.5
Merrill Lynch Inv. Grade Convertible 8.4 12.4 -5.2 3.0 2.9 3.0
Goldman Sachs Commodity Index 19.2 6.6 -59.7 -15.2 -3.4 6.3

Inflation CPI 1.4 2.6 -1.4 2.1 2.6 2.6

Index at 3/31/09 Dow Jones
7,608.92

Index at 6/30/09 Dow Jones
8,447.00

* Annualized
** Preliminary
*** The NCREIF Property returns are one quarter in arrears.

NASDAQ S&P 500 Russell 2000 Wilshire 5000
1,528.59 797.87 422.75 8,113.14
NASDAQ S&P 500 Russell 2000 Wilshire 5000
1,835.04 919.32 508.28 9,428.19

Mercer Investment Consulting, Inc.

Market Summary Returns
For Periods Ending June 30, 2009

25.9
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Executive Summary 
 
 

Mercer Investment Consulting, Inc. 

All Funds Composite 
At the end of the first quarter, the Total Fund held a balance of $17.18 billion, representing a gain of $626.8 million over the previous quarter’s 
balance of $16.56 billion.  

During the second quarter, the Total Fund returned 4.6% net-of-fees. Over the trailing one- and three-year periods the Total Fund has returned        
-1.1% and 2.8%, respectively. Since inception, the All Funds Composite has returned 3.6%. 

State Insurance Fund Total 
The State Insurance Fund (SIF) held approximately $15.74 billion at the end of the second quarter representing an increase of $571.8 million over 
the previous quarter’s balance.  

The State Insurance Fund’s second quarter performance approximated that of the All Funds Composite. During the second quarter, the State 
Insurance Fund returned 4.6% and trailed the interim policy benchmark by 30 basis points. Over the trailing one-year period, the State Insurance 
Fund outperformed the interim policy benchmark by 140 basis points.  

At the end of the second quarter, the State Insurance Fund held an overweight exposure to TIPS fixed income, short term investments and large 
cap domestic equity at the expense of long duration fixed income. 

Public Equity Portfolio (Northern Trust)  
The Northern Trust Global Large Cap S&P 500 Index Fund (NT S&P 500 Index) returned 15.7% over the second quarter and trailed the S&P 500 
Index by 20 basis points due to cash flows. 

The Northern Trust Fund is held in the State Insurance Fund (SIF), the Disabled Workers Retirement Fund (DWRF), and the Black Lung Fund 
(BLF).  

At the end of the quarter, approximately 20.5% of the Ohio BWC’s assets were allocated to the NT S&P 500 Index Fund. 

11



Executive Summary 
 
 

Mercer Investment Consulting, Inc. 

Fixed Income  
Barclays Long Duration 
The Barclays Long Duration Portfolio is solely held by the State Insurance Fund. The Barclays Long Duration Fixed Income Fund returned 2.8%, over 
the second quarter and approximated the Barclays Capital U.S. Gov/ Credit Long Term Index. The Barclays Fund also ranked in the bottom half of the 
Mercer Institutional US Fixed Long Duration Universe (which is in line with our expectations for a passively managed strategy).  

At the end of the quarter, Barclays represented 9.3% or $1.60 billion of the Total Fund’s balance. 

State Street Long Duration 
The State Street Long Duration Fixed Income Fund held $8.12 billion at the end of the second quarter, representing 47.3% of the Total Fund’s 
balance. The State Street Long Duration strategy is held in the State Insurance Fund (SIF), the Disabled Workers Retirement Fund (DWRF), and 
the Black Lung Fund (BLF).  During the second quarter, the portfolio returned 2.9% in the SIF Portfolio, 2.7% in the DWRF Portfolio and 2.8% in the 
BLF Portfolio; all approximated or tracked the Barclays Capital U.S. Gov/Credit Long Term Index within 10 basis points, which returned 2.8% during 
the quarter.  

State Street Intermediate Duration 
The State Street Intermediate Duration Fixed Income Fund held a total balance of $40.19 million at the end of the second quarter. The Intermediate 
Duration strategy is held in both the Public Worker’s Relief Fund (PWRF) and Marine Insurance Fund (MIF). The strategy returned 1.6% during the 
quarter in both the PWRF and MIF trailing the Barclays Capital Intermediate Government/Credit Index by 10 basis points. 

State Street TIPS Index 
The State Street TIPS Fund is held in the State Insurance Fund (SIF), the Disabled Workers Retirement Fund (DWRF), and the Black Lung Fund 
(BLF). The TIPS Fund returned 0.5% during the quarter in all of the aforementioned portfolios. The Fund trailed the Barclays Capital US TIPS Index by 20 
basis points during the second quarter.  

At the end of the quarter, TIPS represented approximately $3.48 billion or 20.3% of the Total Fund’s balance.  
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Asset Allocation and Performance
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Ohio Bureau of Workers Compensation (Ohio BWC) 

Asset Allocation 
 

 

Mercer Investment Consulting, Inc. 

 

SIF Accounts 91.6%

DWRF Fund Composite 6.5%

BLF Fund Composite 1.4%

PWRF Fund Composite 0.1%

MIF Fund Composite 0.1%

SIEGF Fund Composite 0.3%

As of June 30, 2009*

Total Market Value
$17,183,176,780

 

* Numbers may not add to 100% due to rounding. 
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Ohio Bureau of Workers Compensation (Ohio BWC) 

Asset Allocation 
 

 

Mercer Investment Consulting, Inc. 

 

* Numbers may not add to 100% due to rounding. 

As of June 30, 2009*

Total Market Value
$ 17,183,176,780

Long Duration Fixed Income 56.6%

TIPS Fixed Income 20.3%

Int. Duration Fixed Income 0.2%

Large Cap Domestic Equity 20.5%

Short Term Investments 2.4%
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Ohio Bureau of Workers Compensation (Ohio BWC) 

Asset Allocation 
 

 

Mercer Investment Consulting, Inc. 

 

* Numbers may not add to 100% due to rounding. 

As of June 30, 2009*

Total Market Value
$ 17,183,176,780

Barclays Global Investors 9.3%

Northern Trust 20.5%

State Street Global Advisors 67.8%

Cash & Miscellaneous 2.4%

16



Ohio Bureau of Workers Compensation (Ohio BWC) 

Asset Allocation – State Insurance Fund 
 

Mercer Investment Consulting, Inc. 

`

Large Domestic Equity 20.0% Large Domestic Equity 20.7%

Long Duration 59.0% Long Duration 56.8%

TIPS 20.0% TIPS 20.3%

Short Term Investments 1.0% Short Term Investments 2.3%

$15,742,865,130
Total Market Value

Interim Policy As of June 30, 2009

Asset Allocation vs. Long Term Policy

0.7%

-2.2%

0.3%
1.3%

-8.0%

-6.0%

-4.0%

-2.0%

0.0%

2.0%

4.0%

6.0%

8.0%

Large Cap
Domestic

Equity

Long Duration TIPS Short Term 
Inv estments
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SIF
SIF
SIF
SIF
SIF
SIF
SIF
SIF

Ohio Bureau of Workers Compensation (Ohio BWC)
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**

**

Ohio Bureau of Workers Compensation (Ohio BWC)
 (Net of Fee)*

l

* Please see appendix for gross of fee performance.
** Differences between manager performance and its respective index is due to pricing differences between JPMorgan and State Street Global Advisors. 
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Ohio Bureau of Workers Compensation (Ohio BWC)
 (Net of Fee)*

* Please see appendix for gross of fee performance.

20



**

**

 Cash Account

**

**

 Cash Account

Ohio Bureau of Workers Compensation (Ohio BWC)
 (Net of Fee)*

* Please see appendix for gross of fee performance.
** Differences between manager performance and its respective index is due to pricing differences between JPMorgan and State Street Global Adivsors.
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 Cash Account

 Cash 

 Cash Account

Ohio Bureau of Workers Compensation (Ohio BWC)
 (Net of Fee)*

* Please see appendix for gross of fee performance.
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Appendix 
 

Mercer Investment Consulting, Inc. 

Benchmark Weights 
The benchmarks for their respective accounts are as follows: 

Weight Weight
SIF Interim Policy Benchmark: PWRF Policy Benchmark:
BarCap Long US Government/Credit Index 59% BarCap Intermediate US Government/Credit 99%
BarCap US TIPS 20% 91-Day T-Bill - 1% 1%
S&P 500 20% TOTAL: 100%
91-Day T-Bill 1%

MIF Policy Benchmark:
TOTAL: 100% BarCap Intermediate US Government/Credit 99%

91-Day T-Bill 1%
DWRF Policy Benchmark: TOTAL: 100%
BarCap Long US Government/Credit Index 59%
BarCap US TIPS 20% SIEGF Policy Benchmark:
S&P 500 20% 91-Day T-Bill 100%
91-Day T-Bill 1%

TOTAL: 100%

BLF Policy Benchmark:
BarCap Long US Government/Credit Index 59%
BarCap US TIPS 20%
S&P 500 20%
91-Day T-Bill 1%

TOTAL: 100%
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Important Information, Datasource Acknowledgements and Disclaimers 
 
Investment advisory services provided by Mercer Investment Consulting, Inc. 
 
Managers whose strategies are reviewed and/or rated by Mercer may also be clients or affiliated with clients of Mercer and/or its affiliates.  Such managers include 
those to whom Mercer might have rendered investment consulting services that were used in the creation of those strategies, as well as managers who have 
subscribed to Mercer’s software and databases.  Mercer may have an incentive to rate higher the investment managers that its affiliate, Mercer Global Investments, 
uses in its proprietary strategies.  Policies are in place to address any conflicts of interest that may arise in the course of Mercer’s business 

 
Returns for periods greater than one year are annualized. Returns are calculated gross of investment management fees, unless noted.  
 
 
Style analysis graph time periods may differ reflecting the length of performance history available.  
Information and opinions are as of the date indicated, and are subject to change.  This report contains confidential and proprietary information of Mercer and is 
intended for the exclusive use of the client to whom it is provided by Mercer.  The report, and any opinions relating to investment products it contains, may not be 
modified, sold or otherwise provided, in whole or in part, to any other person or entity without Mercer’s prior written permission.  This report contains information 
relating to investment management firms that has been obtained from those investment management firms and other sources believed to be reliable.  Mercer makes 
no representations or warranties as to the accuracy of such information, and accepts no responsibility or liability (including for indirect, consequential or incidental 
damages) for any error, omission or inaccuracy in such information. 

 
Opinions regarding investment managers or products contained herein are not intended to convey any guarantees as to the future investment performance of these 
managers or products.  Past performance cannot be relied upon as a guide to future performance.  The value of your investments can go down as well as up, and you 
may not get back the amount you have invested.  Investments denominated in a foreign currency will fluctuate with the value of the currency.  Certain investments, 
such as securities issued by small capitalization, foreign and emerging market issuers, real property, and illiquid, leveraged or high-yield funds, carry additional risks 
that should be considered before choosing an investment manager or making an investment decision.  

 

Mercer Relationships  
Mercer is a business unit within Marsh & McLennan Companies, Inc. (“MMC”), a Fortune 500® company.  MMC is a large, diversified financial services company, and 
as such potential conflicts of interest are inherent in its many businesses. Certain of the investment managers that are rated, reviewed, and/or recommended by 
Mercer may, in the ordinary course of business, also be clients, or affiliated with clients, of Mercer or its affiliates.  Mercer believes it has taken appropriate steps to 
minimize or eliminate the likelihood that its recommendations of investment managers to clients will be influenced by other business relationships those investment 
managers or their affiliates may have with Mercer or its affiliates. 

Mercer is affiliated with Mercer Global Investments which provides investment management services to institutional clients, among others.  As an investment 
consulting firm, Mercer seeks to evaluate affiliated investment managers objectively.  Mercer will not make recommendations to its clients with respect to these firms 
unless doing so is permitted by applicable law and the affiliation is disclosed to our clients at the time the recommendation is made and thereafter as warranted.  
Affiliated investment management firms are not given a preference over other firms in Mercer’s recommendations to clients. 

Please see Part II of Mercer’s Form ADV for additional disclosures regarding Mercer.  Please contact your consultant if you would like a copy of this document. 

Universe Notes 

Mercer Manager Universes are constructed using the performance composites submitted by investment managers to Mercer’s Manager Research Group for 
evaluation.  In the case of Mercer Mutual Fund Universes, Mercer uses performance data provided by Morningstar, Inc.  On a quarterly basis, each portfolio or fund is 
reviewed and, based on Mercer’s professional judgment, placed within the appropriate Universe which contains similarly managed portfolios or funds.  Percentile 
rankings are derived from within each Universe.  Universe performance is calculated by sorting the returns from highest to lowest for each unique time period. The 

© 2009 Mercer LLC. All rights reserved. 
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highest return is assigned the rank of zero (0), and the lowest the rank of 100.  Depending on the number of observations between these two points, the remaining 
results are normalized to create percentile rankings.   

Percentile rankings for managers, funds or indices in performance floating bar exhibits may not match Universe percentiles due to rounding.  Only performance 
composites submitted by investment managers by Mercer’s deadline for a particular quarter are included in that quarter’s Manager Universe calculation.  Composites 
submitted after the deadlines are included in the Manager Universe at Mercer’s discretion.  Because Mercer Manager Universes are based upon information 
voluntarily provided by investment managers, to the extent higher or lower performing investment managers do not submit information to Mercer, the percentile 
rankings may not reflect as accurate an indication of an investment manager’s performance relative to all of its peers than otherwise would be the case. 

 
THE FOLLOWING PROVISIONS APPLY TO DATA OR OTHER SERVICES PROVIDED BY THE FOLLOWING COMPANIES:  Where “End User” appears before 
the Vendor name, a direct end-user license with the Vendor is required to receive some indices.  You are responsible for ensuring you have in place all such licenses 
as are required by Vendors. 
 
BARCLAYS:  © Barclays Bank PLC 2009.  This data is provided by Barclays Bank PLC.  Barclays Bank PLC and its affiliated companies accept no liability for the 
accuracy, timeliness or completeness of such data which is provided “as is.”  All warranties in relation to such data are hereby extended to the fullest extent permitted 
under applicable law. 
 
BARCLAYS CAPITAL:  The Barclays Indices are a proprietary product of Barclays.  Barclays shall maintain exclusive ownership of and rights to the Barclays Indices 
and that inclusion of the Barclays Indices in this Service shall not be construed to vest in the subscriber any rights with respect to the Indices.  The subscriber agrees 
that it will not remove any copyright notice or other notification or trade name or marks of Barclays that may appear in the Barclays Indices and that any reproduction 
and/or distribution of the Barclays Indices (if authorized) shall contain such notices and/or marks. 
 
BLACKROCK:  “BlackRock Solutions” is the provider of the Services hereunder identified as coming from BlackRock. 
 
BLOOMBERG L.P.:  © 2009 Bloomberg L.P.  All rights reserved.  BLOOMBERG, BLOOMBERG PROFESSIONAL, BLOOMBERG FINANCIAL MARTKETS, 
BLOOMBERG NEWS, BLOOMBERG TRADEMARK, BLOOMBERG BONDTRADER, AND BLOOMBERG TELEVISION are trademarks and service marks of 
Bloomberg L.P. a Delaware Limited Partnership. 
 
CITIGROUP GLOBAL MARKETS (formerly SALOMON SMITH BARNEY):  Smith Barneysm and Citigroup Global Equity Indexsm are service marks of Citigroup Inc. 
"BECAUSE ACCURACY COUNTS®" is a registered service mark of Citigroup Inc. FloatWatch© is a trade mark of Citigroup Inc. Citigroup Global Equity Index 
Systemsm , Citigroup Broad Market Indexsm, Citigroup Primary Market Indexsm, Citigroup Extended Market Indexsm, Citigroup Cap-Range Indexsm, Citigroup Internet 
Index (NIX)sm, Citigroup Style Indices (Growth/Value)sm, Citigroup Property Indexsm are service marks of Citigroup Inc.  ©2009 Citigroup Inc All rights reserved. Any 
unauthorized use, duplication or disclosure is prohibited by law and may result in prosecution.  Citigroup, including its parent, subsidiaries and/or affiliates ("the Firm"), 
usually makes a market in the securities discussed or recommended in its report and may sell to or buy from customers, as principal, securities discussed or 
recommended in its report. The Firm or employees preparing its report may have a position in securities or options of any company discussed or recommended in its 
report. An employee of the Firm may be a director of a company discussed or recommended in its report. The Firm may perform or solicit investment banking or other 
services from any company discussed or recommended in its report. Securities recommended, offered, or sold by SSB: (i) are not insured by the Federal Deposit 
Insurance Corporation; (ii) are not deposits or other obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, 
including the possible loss of the principal amount invested. Although information has been obtained from and is based upon sources SSB believes to be reliable, we 
do not guarantee its accuracy and it may be incomplete or condensed. All opinions and estimates constitute SSB’s judgment as of the date of the report and are 
subject to change without notice. Its report is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Its 
report does not take into account the investment objectives or financial situation of any particular person. Investors should obtain advice based on their own individual 
circumstances before making an investment decision. 
 
CMS BONDEDGE:  Certain Fixed Income Data and Analytics Provided Courtesy of Capital Management Science’s BondEdge System. 
 
CREDIT SUISSE FIRST BOSTON LLC. (CSFB):  Copyright © 1996 – 2009 Credit Suisse First Boston LLC and/or its affiliate companies.  All rights reserved. 
 

© 2009 Mercer LLC. All rights reserved. 
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Dow Jones: The Dow Jones IndexesSM  are proprietary to and distributed by Dow Jones & Company, Inc. and have been licensed for use.  All content of Dow Jones 
IndexesSM © 2009 is proprietary to Dow Jones & Company, Inc. 
 
Dow Jones Wilshire: The Dow Jones Wilshire IndexesSM  are jointly produced by Dow Jones & Company, Inc. and Wilshire Associates, Inc. and have been licensed 
for use.  All content of the Dow Jones Wilshire IndexesSM © 200[8] is proprietary to Dow Jones & Company, Inc.  & Wilshire Associates Incorporated 
 
“End User” FTSE™ : is a trade mark of the London Stock Exchange PLC and The Financial Times Limited and is used by FTSE International Limited under license.  
Russell Investment Group Europe Ltd is licensed by FTSE International Limited to distribute FTSE Advanced Service and other FTSE indices. FTSE shall not be 
responsible for any error or omission in FTSE data.  All copyright and database rights in FTSE products belong to FTSE or its licensors. Redistribution of the data 
comprising the FTSE products is not permitted.  You agree to comply with any restrictions or conditions imposed upon the use, access, or storage of the data as may 
be notified to you by FTSE or Russell/Mellon Europe Ltd.  You are not permitted to receive the FTSE Advanced Service unless you have a separate agreement with 
FTSE.  “FTSE™”, “FT-SE™” and “Footsie™” are trade marks of London Stock Exchange PLC and The Financial Times Limited and are used by FTSE International 
Limited under license. 
 
The FTSE Private Investor Indices are owned and calculated by FTSE International and are produced in association with APCIMS (Association of Private Client 
Investment Managers and Stockbrokers). © FTSE International Limited 2009  

The UK Value and Growth Indices are owned and calculated by FTSE International Limited in association with Russell Investment Group. © FTSE International 
Limited 2009. 
 

RUSSELL INVESTMENT GROUP:  Russell Investment Group is the source and owner of certain of the data contained or reflected in this material and all trademarks 
and copyrights related thereto. The material may contain confidential information and unauthorized use, disclosure, copying, dissemination or redistribution is strictly 
prohibited. This is a user presentation of the data. Russell Investment Group is not responsible for the formatting or configuration of this material or for any inaccuracy 
in presentation thereof. Returns and security data for the Russell indices are provided by Mellon Analytical Solutions.  Russell indices are trademarks/service marks of 
the Russell Investment Group. Russell® is a trademark of the Russell Investment Group. 

 
HFRI: Source: Hedge Fund Research, Inc., © HFR, Inc. 2009, www.hedgefundresearch.com 
 
JPMORGAN:  The JPMorgan EMBI Index (i) is protected by copyright and JPMorgan claims trade secret rights, (ii) is and shall remain the sole property of JPMorgan, 
and (iii) title and full ownership in the JPMorgan EMBI Index is reserved to and shall remain with JPMorgan.  All proprietary and intellectual property rights of any 
nature, including patents, copyrights, trademarks and trade secrets regarding the JPMorgan EMBI Index, and any and all parts, copies, modifications, enhancements 
and derivative works are owned by, and shall remain the property of JPMorgan and its affiliates.  The JPMorgan EMBI Index and related materials and software were 
developed, compiled, prepared and arranged by JPMorgan through expenditure of substantial time, effort and money and constitute valuable intellectual property and 
trade secrets of JPMorgan.  The JPMorgan EMBI Index shall not be used in a manner that would infringe the property rights of JPMorgan or others or violate the laws, 
tariffs, or regulations of any country. 

 
 
LIPPER: Performance data was supplied by Lipper, A Thomson Reuters Company, subject to the following: Copyright 2009 © Thomson Reuters. All rights reserved. 
Any copying, republication or redistribution of Lipper Information, including by caching, framing or similar means, is expressly prohibited without the prior written 
consent of Lipper. Lipper shall not be liable for any errors or delays in the Information, or for any actions taken in reliance thereon.  Lipper performance data is total 
return, and is preliminary and subject to revision.  The data contained herein has been obtained from company reports, financial reporting services, periodicals, and 
other resources believed to be reasonable. Although carefully verified, data on compilations is not guaranteed by Lipper Inc. - A Reuters Company and may be 
incomplete. No offer or solicitations to buy or sell any of the securities herein is being made by Lipper.  Portions of the information contained in this report was derived 
by Mercer using Content supplied by Lipper, A Thomson Reuters Company. 
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MERRILL LYNCH: The Merrill Lynch Indices are used with permission.  Copyright 2009, Merrill Lynch, Pierce, Fenner & Smith Incorporated.  All rights reserved.  The 
Merrill Lynch Indices may not be copied, used, or distributed without Merrill Lynch’s prior written approval. 

This Product is not sponsored, endorsed, sold or promoted by Merrill Lynch.  Merrill Lynch makes no guarantees, representations or warranties of any kind, express 
or implied, to any person, including, without limitation, any member of the public regarding the use of the Indices in the Product, the advisability of investing in 
securities generally or of the ability of the Index to track any market performance.  Merrill Lynch’s only relationship to Mellon Analytical Solutions or any other person 
or entity in respect to this Product is limited to the licensing of the Merrill Lynch Indices, which are determined, composed, and calculated by Merrill Lynch without 
regard to Mellon Analytical Solutions or this Product.  Merrill Lynch retains exclusive ownership of the Indices and the programs and trademarks used in connection 
with the Indices.  Merrill Lynch has no obligation to take the needs of Mellon Analytical Solutions or the purchasers, investors or participants in the Product into 
consideration in determining, composing or calculating the Indices, nor shall Merrill Lynch have any obligation to continue to calculate or provide the Indices in the 
future.  Merrill Lynch may, in its absolute discretion and without prior notice, revise or terminate the Indices at any time.  IN NO EVENT SHALL MERRILL LYNCH OR 
ANY OF ITS PARTNERS, AFFILIATES, EMPLOYEES, OFFICERS, DIRECTORS OR AGENTS HAVE ANY LIABILITY TO ANY PERSON OR ENTITY FOR ANY 
INDIRECT, PUNITIVE, SPECIAL, OR CONSEQUENTIAL DAMAGES, INCLUDING LOST PROFITS. 

 

MOODY’S INVESTORS SERVICE:  Moody’s © Copyright 2009, Moody’s Investors Service, Inc. (“Moody’s).  Moody’s ratings (“Ratings”) are proprietary to Moody’s or 
its affiliates and are protected by copyright and other intellectual property laws.  Ratings are licensed to Distributor by Moody’s.  RATINGS MAY NOT BE COPIED OR 
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED 
FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY 
PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT.  Moody’s® is a registered trademark of Moody’s Investors Service, Inc..  
 
 

MSCI®:  Portions of this report are copyright MSCI 2009. Unpublished. All Rights Reserved. This information may only be used for your internal use, may not be 
reproduced or redisseminated in any form and may not be used to create any financial instruments or products or any indices. This information is provided on an “as 
is” basis and the user of this information assumes the entire risk of any use it may make or permit to be made of this information. Neither MSCI, any of its affiliates or 
any other person involved in or related to compiling, computing or creating this information makes any express or implied warranties or representations with respect to 
such information or the results to be obtained by the use thereof, and MSCI, its affiliates and each such other person hereby expressly disclaim all warranties 
(including, without limitation, all warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) 
with respect to this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any other person involved in or related to compiling, 
computing or creating this information have any liability for any direct, indirect, special, incidental, punitive, consequential or any other damages (including, without 
limitation, lost profits) even if notified of, or if it might otherwise have anticipated, the possibility of such damages. MSCI is a registered trademark of MSCI, Inc. 

 
NAREIT: NAREIT® is the exclusive registered mark of the National Association of Real Estate Investment Trusts. 
 
NCREIF: All NCREIF Data - Copyright by the National Council of Real Estate Investment Fiduciaries. This information is proprietary and may not be reported in whole 
or in part without written permission. 
 
MELLON ANALYTICAL Solutions:  Portions of this report are © 2009 /Mellon Analytical Solutions, LLC 
 
STANDARD & POOR’S:  Standard & Poor’s information contained in this document is subject to change without notice.  Standard & Poor’s cannot guarantee the 
accuracy, adequacy or completeness of the information and is not responsible for any errors or omissions or for results obtained from use of such information.  
Standard & Poor’s makes no warranties or merchantability or fitness for a particular purpose.  In no event shall Standard & Poor’s be liable for direct, indirect or 
incidental, special or consequential damages from the information here regardless or whether such damages were foreseen or unforeseen. 
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After the second quarter, the U.S. remained in a deep recession but is beginning to show signs of 
recovery powered by increased government spending and improvements in housing and automotive 
sales. U.S. stocks rebounded strongly across all market caps (large, mid, small) and investment styles 
(value, core, growth).

Value-oriented stocks marginally outperformed their growth counterparts within large and mid-cap 
equities however growth oriented stocks outperformed value stocks within the small-cap space.
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U.S. Equity Surges Across All Market Caps
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All of the ten sectors of the Russell 1000, 
Russell 1000 Value, and Russell 1000 
Growth indices reported positive returns for 
the quarter.
Telecommunication Services was the worst 
performing sector in the large cap space.
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Large-Cap Stocks Underperformed Small-Cap Stocks
Weakest Performance in Telecommunications

Large Cap Core Performance - Russell 1000 Index

Large Cap Value Performance - Russell 1000 Value Index Large Cap Growth Performance - Russell 1000 Growth Index
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GICS Sector  QTR PerformanceGICs Sector YTD Performance GICs Sector QTR Weighting
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All ten economic sectors posted positive gains, with 
the top performing sectors for the quarter being 
information technology, consumer discretionary, 
materials, energy, and industrials.

Stocks with lower S&P equity ratings that were 
beaten the worst during the market sell-off rallied the 
most, as investors felt that a strong rebound was in 
order.

Small cap growth stocks continue to outperform 
small cap value stocks, 23.4% compared to 18.0%, 
respectively.

Mercer Investment Consulting, Inc.

Small Cap Stocks Posts Strong Gains
Small Cap Growth Continues to Outperform Small Cap Value

Small Cap Core Performance - Russell 2000 Index

Small Cap Value Performance - Russell 2000 Value Index Small Cap Growth Performance - Russell 2000 Growth Index
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MSCI EAFE gained 25.9% (gross) in the second quarter.

– In local currency terms, MSCI EAFE gained 17.3% for the quarter.

Japan, which represents 24.1% of the index, posted a 23.1% return.  In local currency terms, Japan 
posted a 20.2% gain.

The UK, which represents 21.0% of the index, posted a 26.6% return. In local currency terms, UK 
posted a 10.2% gain.

Source: MSCI 2Q  Returns YTD Return
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International Equities
Developed Markets: Non-U.S. Equities Gain

Non-US Equity Performance
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Barclays Aggregate Index finished strong, up 1.8% for the quarter.
– Corporates led the rally returning 10.5% as investors’ risk appetite increased.

Financial companies were the top performers as signs of stress eased and several firms repaid TARP 
money and issued non-FDIC-backed debt.

– Treasuries were the weakest-performing sector all three months of the quarter as issuances flooded the market 
and non-US investors had concerns over the government’s monetary and fiscal policies. 

Barclays US High Yield Index experienced a strong quarter, returning 23.1% for the quarter and 30.4% year-to-date
– Strongest returns since the mid-1980s. 
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US Fixed Income
Performance

Second Quarter Fixed Income Performance
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 QTR YTD 1 YR 3 YRS* 5 YRS* 10 YRS*

Equity S&P 500 15.9 3.2 -26.2 -8.2 -2.2 -2.2
Russell 1000 Value 16.7 -2.9 -29.0 -11.1 -2.1 -0.1
Russell 1000 Growth 16.3 11.5 -24.5 -5.5 -1.8 -4.2
Russell MidCap 20.8 10.0 -30.4 -9.3 -0.1 3.1
Russell MidCap Value 20.9 3.2 -30.5 -11.1 -0.4 4.0
Russell MidCap Growth 20.7 16.6 -30.3 -7.9 -0.4 0.0
Russell 2000 20.7 2.6 -25.0 -9.9 -1.7 2.4
Russell 2000 Value 18.0 -5.2 -25.2 -12.1 -2.3 5.0
Russell 2000 Growth 23.4 11.4 -24.8 -7.8 -1.3 -0.9
Russell 3000 16.8 4.2 -26.6 -8.3 -1.8 -1.5
Mercer Large Cap Value Equity Peer Group median** 16.5 2.1 -25.6 -8.4 -0.7 2.0
Mercer Large Cap Growth Equity Peer Group median** 15.3 10.2 -25.6 -5.5 -0.6 -0.7
Mercer Small Cap Value Equity Peer Group median** 22.2 4.4 -22.7 -8.0 0.3 7.7
Mercer Small Cap Growth Equity Peer Group median** 21.5 11.4 -26.2 -8.1 -0.7 3.0

Fixed Income Citigroup 3-Month T-Bill 0.0 0.1 0.8 3.0 3.0 3.1
Barclays Capital Int. Gov't/Credit 1.7 1.6 5.3 6.1 4.6 5.7
Barclays Capital Gov't/Credit 1.9 0.6 5.3 6.2 4.8 5.9
Barclays Capital Aggregate 1.8 1.9 6.0 6.4 5.0 6.0
Barclays Capital Intermediate Government -1.4 -1.5 6.4 7.0 5.0 5.6
Barclays Capital Long Gov't/Credit 2.8 -3.5 5.3 6.4 5.6 6.9
Barclays Capital MBS 0.7 2.9 9.4 7.9 6.0 6.3
Barclays Capital TIPS 0.7 6.2 -1.1 5.8 4.9 7.2
Barclays Capital High Yield 23.1 30.4 -2.4 2.1 4.3 4.7
Mercer Core Fixed Income Peer Group median** 4.1 4.8 5.9 6.2 5.1 6.1

International MSCI EAFE 8.4 -31.0 -7.5 2.8 1.6
MSCI Emerging Markets 34.8 36.2 -27.8 3.3 15.1 9.0
Citigroup Non-US Gov't Bond 5.4 -0.6 3.5 7.9 6.2 6.5
Citigroup Non-US Gov't Bond - Hedged 0.2 0.2 8.5 5.7 5.3 5.3
Mercer International Equity Universe median** 23.9 8.9 -30.8 -6.4 4.0 3.7

Miscellaneous NCREIF Property Index*** -7.3 -15.0 -14.7 4.2 9.4 9.4
FTSE NAREIT (Equity REITS) 28.9 -12.2 -43.3 -18.0 -2.7 5.5
Merrill Lynch Inv. Grade Convertible 8.4 12.4 -5.2 3.0 2.9 3.0
Goldman Sachs Commodity Index 19.2 6.6 -59.7 -15.2 -3.4 6.3

Inflation CPI 1.4 2.6 -1.4 2.1 2.6 2.6

Index at 3/31/09 Dow Jones
7,608.92

Index at 6/30/09 Dow Jones
8,447.00

* Annualized
** Preliminary
*** The NCREIF Property returns are one quarter in arrears.

NASDAQ S&P 500 Russell 2000 Wilshire 5000
1,528.59 797.87 422.75 8,113.14
NASDAQ S&P 500 Russell 2000 Wilshire 5000
1,835.04 919.32 508.28 9,428.19

Mercer Investment Consulting, Inc.

Market Summary Returns
For Periods Ending June 30, 2009

25.9
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Executive Summary 
 
 

Mercer Investment Consulting, Inc. 

All Funds Composite 
At the end of the first quarter, the Total Fund held a balance of $17.18 billion, representing a gain of $626.8 million over the previous quarter’s 
balance of $16.56 billion.  

During the second quarter, the Total Fund returned 4.6% net-of-fees. Over the trailing one- and three-year periods the Total Fund has returned        
-1.1% and 2.8%, respectively. Since inception, the All Funds Composite has returned 3.6%. 

State Insurance Fund Total 
The State Insurance Fund (SIF) held approximately $15.74 billion at the end of the second quarter representing an increase of $571.8 million over 
the previous quarter’s balance.  

The State Insurance Fund’s second quarter performance approximated that of the All Funds Composite. During the second quarter, the State 
Insurance Fund returned 4.6% and trailed the interim policy benchmark by 30 basis points. Over the trailing one-year period, the State Insurance 
Fund outperformed the interim policy benchmark by 140 basis points.  

At the end of the second quarter, the State Insurance Fund held an overweight exposure to TIPS fixed income, short term investments and large 
cap domestic equity at the expense of long duration fixed income. 

Public Equity Portfolio (Northern Trust)  
The Northern Trust Global Large Cap S&P 500 Index Fund (NT S&P 500 Index) returned 15.7% over the second quarter and trailed the S&P 500 
Index by 20 basis points due to cash flows. 

The Northern Trust Fund is held in the State Insurance Fund (SIF), the Disabled Workers Retirement Fund (DWRF), and the Black Lung Fund 
(BLF).  

At the end of the quarter, approximately 20.5% of the Ohio BWC’s assets were allocated to the NT S&P 500 Index Fund. 
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Executive Summary 
 
 

Mercer Investment Consulting, Inc. 

Fixed Income  
Barclays Long Duration 
The Barclays Long Duration Portfolio is solely held by the State Insurance Fund. The Barclays Long Duration Fixed Income Fund returned 2.8%, over 
the second quarter and approximated the Barclays Capital U.S. Gov/ Credit Long Term Index. The Barclays Fund also ranked in the bottom half of the 
Mercer Institutional US Fixed Long Duration Universe (which is in line with our expectations for a passively managed strategy).  

At the end of the quarter, Barclays represented 9.3% or $1.60 billion of the Total Fund’s balance. 

State Street Long Duration 
The State Street Long Duration Fixed Income Fund held $8.12 billion at the end of the second quarter, representing 47.3% of the Total Fund’s 
balance. The State Street Long Duration strategy is held in the State Insurance Fund (SIF), the Disabled Workers Retirement Fund (DWRF), and 
the Black Lung Fund (BLF).  During the second quarter, the portfolio returned 2.9% in the SIF Portfolio, 2.7% in the DWRF Portfolio and 2.8% in the 
BLF Portfolio; all approximated or tracked the Barclays Capital U.S. Gov/Credit Long Term Index within 10 basis points, which returned 2.8% during 
the quarter.  

State Street Intermediate Duration 
The State Street Intermediate Duration Fixed Income Fund held a total balance of $40.19 million at the end of the second quarter. The Intermediate 
Duration strategy is held in both the Public Worker’s Relief Fund (PWRF) and Marine Insurance Fund (MIF). The strategy returned 1.6% during the 
quarter in both the PWRF and MIF trailing the Barclays Capital Intermediate Government/Credit Index by 10 basis points. 

State Street TIPS Index 
The State Street TIPS Fund is held in the State Insurance Fund (SIF), the Disabled Workers Retirement Fund (DWRF), and the Black Lung Fund 
(BLF). The TIPS Fund returned 0.5% during the quarter in all of the aforementioned portfolios. The Fund trailed the Barclays Capital US TIPS Index by 20 
basis points during the second quarter.  

At the end of the quarter, TIPS represented approximately $3.48 billion or 20.3% of the Total Fund’s balance.  
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Ohio Bureau of Workers Compensation (Ohio BWC) 

Asset Allocation 
 

 

Mercer Investment Consulting, Inc. 

 

SIF Accounts 91.6%

DWRF Fund Composite 6.5%

BLF Fund Composite 1.4%

PWRF Fund Composite 0.1%

MIF Fund Composite 0.1%

SIEGF Fund Composite 0.3%

As of June 30, 2009*

Total Market Value
$17,183,176,780

 

* Numbers may not add to 100% due to rounding. 
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Ohio Bureau of Workers Compensation (Ohio BWC) 

Asset Allocation 
 

 

Mercer Investment Consulting, Inc. 

 

* Numbers may not add to 100% due to rounding. 

As of June 30, 2009*

Total Market Value
$ 17,183,176,780

Long Duration Fixed Income 56.6%

TIPS Fixed Income 20.3%

Int. Duration Fixed Income 0.2%

Large Cap Domestic Equity 20.5%

Short Term Investments 2.4%
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Ohio Bureau of Workers Compensation (Ohio BWC) 

Asset Allocation 
 

 

Mercer Investment Consulting, Inc. 

 

* Numbers may not add to 100% due to rounding. 

As of June 30, 2009*

Total Market Value
$ 17,183,176,780

Barclays Global Investors 9.3%

Northern Trust 20.5%

State Street Global Advisors 67.8%

Cash & Miscellaneous 2.4%
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Ohio Bureau of Workers Compensation (Ohio BWC) 

Asset Allocation – State Insurance Fund 
 

Mercer Investment Consulting, Inc. 

`

Large Domestic Equity 20.0% Large Domestic Equity 20.7%

Long Duration 59.0% Long Duration 56.8%

TIPS 20.0% TIPS 20.3%

Short Term Investments 1.0% Short Term Investments 2.3%

$15,742,865,130
Total Market Value

Interim Policy As of June 30, 2009

Asset Allocation vs. Long Term Policy
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SIF
SIF
SIF
SIF
SIF
SIF
SIF
SIF

Ohio Bureau of Workers Compensation (Ohio BWC)
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**

**

Ohio Bureau of Workers Compensation (Ohio BWC)
 (Net of Fee)*

l

* Please see appendix for gross of fee performance.
** Differences between manager performance and its respective index is due to pricing differences between JPMorgan and State Street Global Advisors. 
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Ohio Bureau of Workers Compensation (Ohio BWC)
 (Net of Fee)*

* Please see appendix for gross of fee performance.
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**

**

 Cash Account

**

**

 Cash Account

Ohio Bureau of Workers Compensation (Ohio BWC)
 (Net of Fee)*

* Please see appendix for gross of fee performance.
** Differences between manager performance and its respective index is due to pricing differences between JPMorgan and State Street Global Adivsors.
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 Cash Account

 Cash 

 Cash Account

Ohio Bureau of Workers Compensation (Ohio BWC)
 (Net of Fee)*

* Please see appendix for gross of fee performance.
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Appendix 
 

Mercer Investment Consulting, Inc. 

Benchmark Weights 
The benchmarks for their respective accounts are as follows: 

Weight Weight
SIF Interim Policy Benchmark: PWRF Policy Benchmark:
BarCap Long US Government/Credit Index 59% BarCap Intermediate US Government/Credit 99%
BarCap US TIPS 20% 91-Day T-Bill - 1% 1%
S&P 500 20% TOTAL: 100%
91-Day T-Bill 1%

MIF Policy Benchmark:
TOTAL: 100% BarCap Intermediate US Government/Credit 99%

91-Day T-Bill 1%
DWRF Policy Benchmark: TOTAL: 100%
BarCap Long US Government/Credit Index 59%
BarCap US TIPS 20% SIEGF Policy Benchmark:
S&P 500 20% 91-Day T-Bill 100%
91-Day T-Bill 1%

TOTAL: 100%

BLF Policy Benchmark:
BarCap Long US Government/Credit Index 59%
BarCap US TIPS 20%
S&P 500 20%
91-Day T-Bill 1%

TOTAL: 100%
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Important Information, Datasource Acknowledgements and Disclaimers 
 
Investment advisory services provided by Mercer Investment Consulting, Inc. 
 
Managers whose strategies are reviewed and/or rated by Mercer may also be clients or affiliated with clients of Mercer and/or its affiliates.  Such managers include 
those to whom Mercer might have rendered investment consulting services that were used in the creation of those strategies, as well as managers who have 
subscribed to Mercer’s software and databases.  Mercer may have an incentive to rate higher the investment managers that its affiliate, Mercer Global Investments, 
uses in its proprietary strategies.  Policies are in place to address any conflicts of interest that may arise in the course of Mercer’s business 

 
Returns for periods greater than one year are annualized. Returns are calculated gross of investment management fees, unless noted.  
 
 
Style analysis graph time periods may differ reflecting the length of performance history available.  
Information and opinions are as of the date indicated, and are subject to change.  This report contains confidential and proprietary information of Mercer and is 
intended for the exclusive use of the client to whom it is provided by Mercer.  The report, and any opinions relating to investment products it contains, may not be 
modified, sold or otherwise provided, in whole or in part, to any other person or entity without Mercer’s prior written permission.  This report contains information 
relating to investment management firms that has been obtained from those investment management firms and other sources believed to be reliable.  Mercer makes 
no representations or warranties as to the accuracy of such information, and accepts no responsibility or liability (including for indirect, consequential or incidental 
damages) for any error, omission or inaccuracy in such information. 

 
Opinions regarding investment managers or products contained herein are not intended to convey any guarantees as to the future investment performance of these 
managers or products.  Past performance cannot be relied upon as a guide to future performance.  The value of your investments can go down as well as up, and you 
may not get back the amount you have invested.  Investments denominated in a foreign currency will fluctuate with the value of the currency.  Certain investments, 
such as securities issued by small capitalization, foreign and emerging market issuers, real property, and illiquid, leveraged or high-yield funds, carry additional risks 
that should be considered before choosing an investment manager or making an investment decision.  

 

Mercer Relationships  
Mercer is a business unit within Marsh & McLennan Companies, Inc. (“MMC”), a Fortune 500® company.  MMC is a large, diversified financial services company, and 
as such potential conflicts of interest are inherent in its many businesses. Certain of the investment managers that are rated, reviewed, and/or recommended by 
Mercer may, in the ordinary course of business, also be clients, or affiliated with clients, of Mercer or its affiliates.  Mercer believes it has taken appropriate steps to 
minimize or eliminate the likelihood that its recommendations of investment managers to clients will be influenced by other business relationships those investment 
managers or their affiliates may have with Mercer or its affiliates. 

Mercer is affiliated with Mercer Global Investments which provides investment management services to institutional clients, among others.  As an investment 
consulting firm, Mercer seeks to evaluate affiliated investment managers objectively.  Mercer will not make recommendations to its clients with respect to these firms 
unless doing so is permitted by applicable law and the affiliation is disclosed to our clients at the time the recommendation is made and thereafter as warranted.  
Affiliated investment management firms are not given a preference over other firms in Mercer’s recommendations to clients. 

Please see Part II of Mercer’s Form ADV for additional disclosures regarding Mercer.  Please contact your consultant if you would like a copy of this document. 

Universe Notes 

Mercer Manager Universes are constructed using the performance composites submitted by investment managers to Mercer’s Manager Research Group for 
evaluation.  In the case of Mercer Mutual Fund Universes, Mercer uses performance data provided by Morningstar, Inc.  On a quarterly basis, each portfolio or fund is 
reviewed and, based on Mercer’s professional judgment, placed within the appropriate Universe which contains similarly managed portfolios or funds.  Percentile 
rankings are derived from within each Universe.  Universe performance is calculated by sorting the returns from highest to lowest for each unique time period. The 

© 2009 Mercer LLC. All rights reserved. 

Mercer Investment Consulting, Inc. 

Appendix 

27



 

 

highest return is assigned the rank of zero (0), and the lowest the rank of 100.  Depending on the number of observations between these two points, the remaining 
results are normalized to create percentile rankings.   

Percentile rankings for managers, funds or indices in performance floating bar exhibits may not match Universe percentiles due to rounding.  Only performance 
composites submitted by investment managers by Mercer’s deadline for a particular quarter are included in that quarter’s Manager Universe calculation.  Composites 
submitted after the deadlines are included in the Manager Universe at Mercer’s discretion.  Because Mercer Manager Universes are based upon information 
voluntarily provided by investment managers, to the extent higher or lower performing investment managers do not submit information to Mercer, the percentile 
rankings may not reflect as accurate an indication of an investment manager’s performance relative to all of its peers than otherwise would be the case. 

 
THE FOLLOWING PROVISIONS APPLY TO DATA OR OTHER SERVICES PROVIDED BY THE FOLLOWING COMPANIES:  Where “End User” appears before 
the Vendor name, a direct end-user license with the Vendor is required to receive some indices.  You are responsible for ensuring you have in place all such licenses 
as are required by Vendors. 
 
BARCLAYS:  © Barclays Bank PLC 2009.  This data is provided by Barclays Bank PLC.  Barclays Bank PLC and its affiliated companies accept no liability for the 
accuracy, timeliness or completeness of such data which is provided “as is.”  All warranties in relation to such data are hereby extended to the fullest extent permitted 
under applicable law. 
 
BARCLAYS CAPITAL:  The Barclays Indices are a proprietary product of Barclays.  Barclays shall maintain exclusive ownership of and rights to the Barclays Indices 
and that inclusion of the Barclays Indices in this Service shall not be construed to vest in the subscriber any rights with respect to the Indices.  The subscriber agrees 
that it will not remove any copyright notice or other notification or trade name or marks of Barclays that may appear in the Barclays Indices and that any reproduction 
and/or distribution of the Barclays Indices (if authorized) shall contain such notices and/or marks. 
 
BLACKROCK:  “BlackRock Solutions” is the provider of the Services hereunder identified as coming from BlackRock. 
 
BLOOMBERG L.P.:  © 2009 Bloomberg L.P.  All rights reserved.  BLOOMBERG, BLOOMBERG PROFESSIONAL, BLOOMBERG FINANCIAL MARTKETS, 
BLOOMBERG NEWS, BLOOMBERG TRADEMARK, BLOOMBERG BONDTRADER, AND BLOOMBERG TELEVISION are trademarks and service marks of 
Bloomberg L.P. a Delaware Limited Partnership. 
 
CITIGROUP GLOBAL MARKETS (formerly SALOMON SMITH BARNEY):  Smith Barneysm and Citigroup Global Equity Indexsm are service marks of Citigroup Inc. 
"BECAUSE ACCURACY COUNTS®" is a registered service mark of Citigroup Inc. FloatWatch© is a trade mark of Citigroup Inc. Citigroup Global Equity Index 
Systemsm , Citigroup Broad Market Indexsm, Citigroup Primary Market Indexsm, Citigroup Extended Market Indexsm, Citigroup Cap-Range Indexsm, Citigroup Internet 
Index (NIX)sm, Citigroup Style Indices (Growth/Value)sm, Citigroup Property Indexsm are service marks of Citigroup Inc.  ©2009 Citigroup Inc All rights reserved. Any 
unauthorized use, duplication or disclosure is prohibited by law and may result in prosecution.  Citigroup, including its parent, subsidiaries and/or affiliates ("the Firm"), 
usually makes a market in the securities discussed or recommended in its report and may sell to or buy from customers, as principal, securities discussed or 
recommended in its report. The Firm or employees preparing its report may have a position in securities or options of any company discussed or recommended in its 
report. An employee of the Firm may be a director of a company discussed or recommended in its report. The Firm may perform or solicit investment banking or other 
services from any company discussed or recommended in its report. Securities recommended, offered, or sold by SSB: (i) are not insured by the Federal Deposit 
Insurance Corporation; (ii) are not deposits or other obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, 
including the possible loss of the principal amount invested. Although information has been obtained from and is based upon sources SSB believes to be reliable, we 
do not guarantee its accuracy and it may be incomplete or condensed. All opinions and estimates constitute SSB’s judgment as of the date of the report and are 
subject to change without notice. Its report is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Its 
report does not take into account the investment objectives or financial situation of any particular person. Investors should obtain advice based on their own individual 
circumstances before making an investment decision. 
 
CMS BONDEDGE:  Certain Fixed Income Data and Analytics Provided Courtesy of Capital Management Science’s BondEdge System. 
 
CREDIT SUISSE FIRST BOSTON LLC. (CSFB):  Copyright © 1996 – 2009 Credit Suisse First Boston LLC and/or its affiliate companies.  All rights reserved. 
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Dow Jones: The Dow Jones IndexesSM  are proprietary to and distributed by Dow Jones & Company, Inc. and have been licensed for use.  All content of Dow Jones 
IndexesSM © 2009 is proprietary to Dow Jones & Company, Inc. 
 
Dow Jones Wilshire: The Dow Jones Wilshire IndexesSM  are jointly produced by Dow Jones & Company, Inc. and Wilshire Associates, Inc. and have been licensed 
for use.  All content of the Dow Jones Wilshire IndexesSM © 200[8] is proprietary to Dow Jones & Company, Inc.  & Wilshire Associates Incorporated 
 
“End User” FTSE™ : is a trade mark of the London Stock Exchange PLC and The Financial Times Limited and is used by FTSE International Limited under license.  
Russell Investment Group Europe Ltd is licensed by FTSE International Limited to distribute FTSE Advanced Service and other FTSE indices. FTSE shall not be 
responsible for any error or omission in FTSE data.  All copyright and database rights in FTSE products belong to FTSE or its licensors. Redistribution of the data 
comprising the FTSE products is not permitted.  You agree to comply with any restrictions or conditions imposed upon the use, access, or storage of the data as may 
be notified to you by FTSE or Russell/Mellon Europe Ltd.  You are not permitted to receive the FTSE Advanced Service unless you have a separate agreement with 
FTSE.  “FTSE™”, “FT-SE™” and “Footsie™” are trade marks of London Stock Exchange PLC and The Financial Times Limited and are used by FTSE International 
Limited under license. 
 
The FTSE Private Investor Indices are owned and calculated by FTSE International and are produced in association with APCIMS (Association of Private Client 
Investment Managers and Stockbrokers). © FTSE International Limited 2009  

The UK Value and Growth Indices are owned and calculated by FTSE International Limited in association with Russell Investment Group. © FTSE International 
Limited 2009. 
 

RUSSELL INVESTMENT GROUP:  Russell Investment Group is the source and owner of certain of the data contained or reflected in this material and all trademarks 
and copyrights related thereto. The material may contain confidential information and unauthorized use, disclosure, copying, dissemination or redistribution is strictly 
prohibited. This is a user presentation of the data. Russell Investment Group is not responsible for the formatting or configuration of this material or for any inaccuracy 
in presentation thereof. Returns and security data for the Russell indices are provided by Mellon Analytical Solutions.  Russell indices are trademarks/service marks of 
the Russell Investment Group. Russell® is a trademark of the Russell Investment Group. 

 
HFRI: Source: Hedge Fund Research, Inc., © HFR, Inc. 2009, www.hedgefundresearch.com 
 
JPMORGAN:  The JPMorgan EMBI Index (i) is protected by copyright and JPMorgan claims trade secret rights, (ii) is and shall remain the sole property of JPMorgan, 
and (iii) title and full ownership in the JPMorgan EMBI Index is reserved to and shall remain with JPMorgan.  All proprietary and intellectual property rights of any 
nature, including patents, copyrights, trademarks and trade secrets regarding the JPMorgan EMBI Index, and any and all parts, copies, modifications, enhancements 
and derivative works are owned by, and shall remain the property of JPMorgan and its affiliates.  The JPMorgan EMBI Index and related materials and software were 
developed, compiled, prepared and arranged by JPMorgan through expenditure of substantial time, effort and money and constitute valuable intellectual property and 
trade secrets of JPMorgan.  The JPMorgan EMBI Index shall not be used in a manner that would infringe the property rights of JPMorgan or others or violate the laws, 
tariffs, or regulations of any country. 

 
 
LIPPER: Performance data was supplied by Lipper, A Thomson Reuters Company, subject to the following: Copyright 2009 © Thomson Reuters. All rights reserved. 
Any copying, republication or redistribution of Lipper Information, including by caching, framing or similar means, is expressly prohibited without the prior written 
consent of Lipper. Lipper shall not be liable for any errors or delays in the Information, or for any actions taken in reliance thereon.  Lipper performance data is total 
return, and is preliminary and subject to revision.  The data contained herein has been obtained from company reports, financial reporting services, periodicals, and 
other resources believed to be reasonable. Although carefully verified, data on compilations is not guaranteed by Lipper Inc. - A Reuters Company and may be 
incomplete. No offer or solicitations to buy or sell any of the securities herein is being made by Lipper.  Portions of the information contained in this report was derived 
by Mercer using Content supplied by Lipper, A Thomson Reuters Company. 
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MERRILL LYNCH: The Merrill Lynch Indices are used with permission.  Copyright 2009, Merrill Lynch, Pierce, Fenner & Smith Incorporated.  All rights reserved.  The 
Merrill Lynch Indices may not be copied, used, or distributed without Merrill Lynch’s prior written approval. 

This Product is not sponsored, endorsed, sold or promoted by Merrill Lynch.  Merrill Lynch makes no guarantees, representations or warranties of any kind, express 
or implied, to any person, including, without limitation, any member of the public regarding the use of the Indices in the Product, the advisability of investing in 
securities generally or of the ability of the Index to track any market performance.  Merrill Lynch’s only relationship to Mellon Analytical Solutions or any other person 
or entity in respect to this Product is limited to the licensing of the Merrill Lynch Indices, which are determined, composed, and calculated by Merrill Lynch without 
regard to Mellon Analytical Solutions or this Product.  Merrill Lynch retains exclusive ownership of the Indices and the programs and trademarks used in connection 
with the Indices.  Merrill Lynch has no obligation to take the needs of Mellon Analytical Solutions or the purchasers, investors or participants in the Product into 
consideration in determining, composing or calculating the Indices, nor shall Merrill Lynch have any obligation to continue to calculate or provide the Indices in the 
future.  Merrill Lynch may, in its absolute discretion and without prior notice, revise or terminate the Indices at any time.  IN NO EVENT SHALL MERRILL LYNCH OR 
ANY OF ITS PARTNERS, AFFILIATES, EMPLOYEES, OFFICERS, DIRECTORS OR AGENTS HAVE ANY LIABILITY TO ANY PERSON OR ENTITY FOR ANY 
INDIRECT, PUNITIVE, SPECIAL, OR CONSEQUENTIAL DAMAGES, INCLUDING LOST PROFITS. 

 

MOODY’S INVESTORS SERVICE:  Moody’s © Copyright 2009, Moody’s Investors Service, Inc. (“Moody’s).  Moody’s ratings (“Ratings”) are proprietary to Moody’s or 
its affiliates and are protected by copyright and other intellectual property laws.  Ratings are licensed to Distributor by Moody’s.  RATINGS MAY NOT BE COPIED OR 
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED 
FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY 
PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT.  Moody’s® is a registered trademark of Moody’s Investors Service, Inc..  
 
 

MSCI®:  Portions of this report are copyright MSCI 2009. Unpublished. All Rights Reserved. This information may only be used for your internal use, may not be 
reproduced or redisseminated in any form and may not be used to create any financial instruments or products or any indices. This information is provided on an “as 
is” basis and the user of this information assumes the entire risk of any use it may make or permit to be made of this information. Neither MSCI, any of its affiliates or 
any other person involved in or related to compiling, computing or creating this information makes any express or implied warranties or representations with respect to 
such information or the results to be obtained by the use thereof, and MSCI, its affiliates and each such other person hereby expressly disclaim all warranties 
(including, without limitation, all warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) 
with respect to this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any other person involved in or related to compiling, 
computing or creating this information have any liability for any direct, indirect, special, incidental, punitive, consequential or any other damages (including, without 
limitation, lost profits) even if notified of, or if it might otherwise have anticipated, the possibility of such damages. MSCI is a registered trademark of MSCI, Inc. 

 
NAREIT: NAREIT® is the exclusive registered mark of the National Association of Real Estate Investment Trusts. 
 
NCREIF: All NCREIF Data - Copyright by the National Council of Real Estate Investment Fiduciaries. This information is proprietary and may not be reported in whole 
or in part without written permission. 
 
MELLON ANALYTICAL Solutions:  Portions of this report are © 2009 /Mellon Analytical Solutions, LLC 
 
STANDARD & POOR’S:  Standard & Poor’s information contained in this document is subject to change without notice.  Standard & Poor’s cannot guarantee the 
accuracy, adequacy or completeness of the information and is not responsible for any errors or omissions or for results obtained from use of such information.  
Standard & Poor’s makes no warranties or merchantability or fitness for a particular purpose.  In no event shall Standard & Poor’s be liable for direct, indirect or 
incidental, special or consequential damages from the information here regardless or whether such damages were foreseen or unforeseen. 
 
WILSHIRE ASSOCIATES:  Copyright © 2009 Wilshire Associates Incorporated. 
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INVESTMENT DIVISION 

 
 

 

TO:  Marsha Ryan, Administrator                                                

BWC Investment Committee 

  BWC Board of Directors 

 

FROM:  Bruce Dunn, CFA, Chief Investment Officer 

   

DATE:  August 17, 2009   

 

SUBJECT: CIO Report July, 2009                       

 

 

 

 

 

 

Fiscal Year 2010 Goals 

 
The Investment Division has three major goals for the new fiscal year 2010.  These goals and brief 

comments on action plans for each goal follows: 

 

1. Provide support and execute new BWC Investment Policy resulting from investment consultant 

Asset-Liability studies. 

 

2. Explore for investment consideration and subsequently initiate implementation processes  

 pertaining to appropriate identified subject matters. 

 

3. Continued establishment and execution of appropriate internal investment controls and compliance 

procedures. 

 

 

Strategic Goal One – PORTFOLIO TRANSITION 

 
BWC investment consultant Mercer completed an asset-liability study and related investment strategy 

recommendation for the State Insurance Fund that was approved by the Investment Committee and BWC 

Board of Directors at their respective March, 2009 meetings.  A new Investment Policy Statement 

reflecting the new approved investment strategy target asset allocation for the State Insurance Fund was 

approved by the Investment Committee and BWC Board of Directors at their respective April, 2009 

meetings.   

 

As a result of these important actions, the Investment Division issued an RFP document on July 2, 2009 for 

Passive Index Management Services inviting proposals from qualified passive index investment managers 

for one or more of eight investment class mandates, six of which are the benchmark index mandates for the 

State Insurance Fund under its new targeted portfolio asset allocation as well as two holdover benchmark 

index mandates that remain applicable for the Disabled Workers Fund and the Coal Workers Fund. 
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The Bureau received four qualified responses to this RFP on August 4, 2009.  The RFP Evaluation 

Committee has begun to evaluate these RFP responses and will conduct a thorough and complete RFP 

evaluation process with the intention to present finalists for recommendation to the Investment Committee 

and Board of Directors at the monthly scheduled meetings over the period September through December, 

2009. 

 

During the interim period until these finalist managers are identified and ultimately approved by the Board 

and under contract, a detailed asset allocation transition implementation plan approved by the Investment 

Committee and BWC Board of Directors at their respective May, 2009 meetings is being executed by the 

Investment Division with recently approved BWC transition managers.  This plan identified five distinct 

asset class transitions and prioritized each transition with an expected timeline.  This plan will enable the 

State Insurance Fund to achieve its targeted asset class mandate exposure for its approved new asset class 

mandates (intermediate duration bonds, international equities, small/mid cap U.S. equities represented in 

the Russell 3000 index) months sooner than when a new target asset manager can be funded. 

 

The Investment Division will support investment consultant Mercer as necessary to perform and complete 

asset-liability studies on each of four speciality trust funds (Disabled Workers Fund, Coal Workers Fund, 

Public Work-Relief Employees Fund, Marine Industry Fund) for the purpose of presenting investment 

strategy recommendations for each of these funds for consideration by the Investment Committee and 

Board. 

 

The Investment Division will also provide assistance as desired by the Investment Committee in revising 

the BWC Investment Policy Statement to accommodate the implementation and execution of new asset 

class mandates for all affected BWC portfolios. 

 

 

Strategic Goal Two – NEW INVESTMENT CONSIDERATIONS 
 

Over the course of fiscal year 2010, the Investment Division intends to explore for investment 

consideration certain additional identified asset classes as well as the potential employment of active 

investment management of certain to be identified asset classes.  The employment of active management is 

closely associated with any prospective minority manager program to be implemented by the Investment 

Division upon consideration and approval by the Investment Committee and Board. 

 

The Mercer asset-liability study for the State Insurance Fund presented to the Investment Committee in 

March, 2009 suggests in its Mix 5 strategy that a 5% asset allocation to high yield bonds and a further 5% 

asset allocation  to alternative investments (2 ½ % to each of private equity and real estate) provides a 

higher long-term expected portfolio rate of return and lower standard deviation of expected returns than 

alternative mixes presented in this Mercer study that either exclude one or both of these two asset classes. 

 

A three-step phase timeline for addressing investment policy decision was presented by Mercer in its asset-

liability study that logically addresses each of these investment considerations mentioned above.  The 

Investment Division is in the process of implementing Phase 1 presented in this study for the State 

Insurance Fund as reflected in the Investment Policy Statement revisions approved in April, 2009 by the 

Investment Committee and Board.  It is anticipated that Phase 1 will largely be completed by sometime in 

the January-March, 2010 quarter.  Phase 2 and Phase 3 presented in the Mercer study addresses high yield 

bonds, alternative investments, active management and minority manager engagement.  Once Phase 1 is 

largely completed, the Investment Division will focus on Phase 2 and Phase 3 topics in close coordination 

with Mercer and the Investment Committee over the second half of fiscal year 2010 (Jan-June 2010).  

Appropriate and necessary education will be provided to the Investment Committee by Mercer working 

closely with the Investment Division. 
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One important additional subject that will be explored during the second half of fiscal year 2010 involves 

the daily cash management of all trust fund portfolios by the Investment Division.  The BWC Fiscal and 

Planning Division currently manages all cash balances of each of these portfolios, including operating cash, 

with virtually all cash being invested in a single U.S. government money market fund managed by JP 

Morgan that is utilized as an overnight cash sweep vehicle.  The Investment Division intends to explore 

expanding the use of other higher yielding money market funds available as well as direct investments in 

short-term money market investments (commercial paper, certificates of deposit, repurchase agreements, 

etc.) in order to improve investment income and returns on its cash investments while maintaining desired 

liquidity.    

 

 

Strategic Goal Three – INTERNAL INVESTMENT PROCEDURES 

 

The Investment Division will continue to establish and improve upon internal investment policies and 

procedures.  Such procedures will be written and mapped through the use of the Web Methods schematic 

mapping process. Among the procedures recently addressed in fiscal year 2010 were policies and 

procedures regarding the selection of transition managers.  The BWC Internal Audit Division will be 

engaged as appropriate in auditing the Investment Division internal policies and processes.   

 

The Investment Division has previously focused on establishing internal policies and processes on  

management oversight of the passive style investment managers, compliance, performance reporting, 

portfolio rebalancing, RFP/RFQ/RFI processes vendor invoice payments, as well as other investment 

activities to support the BWC Investment Policy. Internal processes will also be developed for the 

monitoring of active style investment managers in advance of the anticipated selection and engagement of 

any such managers as an outcome of any new active investment strategy approved.  The formulation of 

proper detailed policies and processes with regards to potential Investment Division cash management of 

portfolio assets will also be essential.   

 

 

Passive Index Management Services Master RFP 
 

There were four qualified responses received by the Bureau on August 4, 2009 for its RFP for Passive 

Index Management Services that was issued on July 2, 2009.  This master RFP includes eight investment 

class mandates consisting of each of the six bond or stock benchmark index mandates under its new 

targeted portfolio asset allocation as well as two holdover benchmark index mandates that remain 

applicable for the Disabled Workers Fund and the Coal Workers Fund. 

 

The four respondents to this RFP were Barclays, Mellon, Northern Trust and State Street.  Three of these 

four respondents provided proposals on each of the eight distinct asset class mandates of the RFP.  The 

other respondent provided proposals on all but one mandate, the exception being the international equities 

mandate.   

 

The BWC RFP Evaluation Committee is presently evaluating and grading these RFP proposals.  It is the 

intention of the Evaluation Committee to present investment manager finalists for recommendation to the 

Investment Committee and Board for consideration at the monthly scheduled meetings over the period 

September through December, 2009. 
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Long Duration Fixed Income Portfolio Divisions 

 
At this respective May, 2009 meetings, the Investment Committee and Board approved a revision in the 

long duration fixed income benchmark index for the State Insurance Fund.  The revision involved 

separating  the Barclays Capital U.S. Long Government/Credit Index into its two primary components, the 

Barclays Capital U.S. Long Government Index and the Barclays Capital U.S. Long Credit Index.  These 

two components indices now serve as separate benchmark indices for the long duration fixed income 

portfolios of the State Insurance Fund (SIF). 

 

Under the supervision of the Investment Division, the large separate account State Street passive indexed 

managed long duration fixed income (LDFI) SIF portfolio was split into two new separate accounts 

(Government and Credit) on July 23, 2009.  Although all of the bond issues held in the State Street LDFI 

portfolio were transferred in-kind to each of the respective Government and Credit new LDFI accounts, 

each bond was sold out of the closed separate account on transfer date for accounting record purposes and a 

net gain or loss on transfer was incurred for each bond.  The transition of all bonds involved in the State 

Street LDFI portfolio had an approximate aggregate market value of $7.23 billion and resulted in a net 

realized loss incurred in July of $85.0 million. 

 

The initial valuation of the State Street managed SIF LDFI Government portfolio and Credit portfolio were 

$3.43 billion and $3.80 billion, respectively.  The State Street managed LDFI Government portfolio is the 

funding source for most of the first two priority asset class transitions for SIF. 

 

The Barclays passive indexed managed separate account SIF LDFI portfolio was also recently split into 

two new Government and Credit LDFI separate accounts on August 14, 2009.  Accounting details of this 

transition will be provided in the August, 2009 CIO Report submitted for the September, 2009 Investment 

Committee meeting. 

 

Compliance 

 

The investment portfolios were in compliance with the BWC Investment Policy at the end of July, 2009.  



Date August Notes
8/27/2009 1.  BWC Investment Division Goals FY2010

2.  Investment Consultant Performance Report 2Q09

September
9/24/2009 1.  Passive Indexed Investment Manager RFP finalists recommendation, possible vote

2.  Brokerage Activity Fiscal Year 2009 summary report

Date October
10/29/2009 1.  Passive Indexed Investment Manager RFP finalists recommendation, possible vote

2.  Investment class performance/value annual report [ORC 4121.12(F)(12)], possible

      vote

3.  Specialty Funds (DWRF,Coal) Asset/Liability report and recommendation, first review

12-month Investment Committee Calendar

November
11/19/2009 1.  Passive Indexed Investment Manager RFP finalists recommendation, possible vote

2.  Investment Consultant Performance Report 3Q09

3.  Custodian annual review

4.  Specialty Funds (DWRF,Coal) Asset/Liability report and recommendation, second review,

     possible vote

Date December
12/17/2009 1.  Passive Indexed Investment Manager RFP finalists recommendation, possible vote

Date January 
1/21/2010 1.  Mercer High Yield Bond education
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February Notes
2/25/2010 1.  Investment Consultant Performance Report 4Q09

2.  Specialty Funds (Public Workers, Marine) Asset/Liability report and recommendation, 

      first review

3.  Mercer Alternative Asset classes education, session one

March
3/25/2010 1.  Investment Consultant contract renewal, possible vote

2.  Specialty Funds (Public Workers, Marine) Asset/Liability report and recommendation,

     second review, possible vote

3.  Mercer Alternative Asset classes education, session two

Date April
4/29/2010

Date May

12-month Investment Committee Calendar

Date May
5/27/2010 1.  Investment Consultant Performance Report 1Q10

Date June
6/17/2010

Date July
7/29/2010
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BWC  Invested  Assets 

Estimated and Unaudited 

As of August 26, 2009  

 

 
Aug09 MV Increase Bonds…………. ...  + $ 177  million  (+1.3%  return) 

Aug09 MV Increase Equities…………..  + $ 166  million  (+4.3%  return) 

 

Aug09 MV Increase Bonds+Equities...... + $ 343  million  ($+312 mm SIF only)  

                                               (+1.9% Aug09 MTD portfolio return including Cash) 

 

BWC Net Assets   6/30/08……………..$2,503 million  

BWC Net Assets 12/31/08……………..$2,312 million     (-$191 mm FY09TD)  

BWC Net Assets   3/31/09……………..$1,523 million     (-$980 mm FY09TD) 

BWC Net Assets   6/30/09……………..$2,456 million     (-$  47 mm FY09TD) 

BWC Net Assets   7/31/09……………..$2,950 million     (+$494 mm FY10TD) 

 

 

BWC Asset Allocation MV 8/26/09 
 

Bonds*………… $13,643 million         75.2% 

Equities*………      4,012 million         22.1% 

Cash……………        484 million           2.7% 

TOTAL………... $18,139 million       100.0% 

 

* includes nominal cash held by outside managers 

 

Portfolio Return Calendar 2008……….-2.3%  ( -$444 million net inv. income)  

Portfolio Return Fiscal Year 2009…….-1.1%  ( -$192 million net inv. income) 

 

Fiscal Year 2010 YTD 
 

Portfolio Return July09…………. …... + 3.1%   

                                                                              

 

Prepared by:   Bruce Dunn, CFA 

                          BWC Chief Investment Officer 
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