
Legacy Fund – Funding, Income and Disbursements 
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Note:  Amounts are preliminary, unaudited and subject to change. 

Legacy Fund
Through April 30, 2016

New Money In Net Increase

 Distributions 

Out 

Net Assets End of 

Period

FY2012 (Initial Funding - Sept. 2011) 396,585,658         2,300,225        - 398,885,883         

FY2013 791,126,479         4,216,026        - 1,194,228,388     

FY2014 907,214,971         113,153,662    - 2,214,597,021     

FY2015 1,011,343,040     99,895,650      - 3,325,835,711     

FY2016 378,780,328         30,770,148      - 3,735,386,187     

3,485,050,476     250,335,711    - 

Net Increase - Inception to Date 250,335,711         

April 30, 2016 Market Value 3,735,386,187     

Contributions               Income 

rtallman
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100%

Actual Allocation
8/1/2013

Short Term Fixed Income

Legacy Fund Strategic Asset Allocation 
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30%

20%

35%

10% 5%

Policy Allocation

Broad U.S. Equity

Broad International Equity

Fixed Income

Diversified Real Assets

Core Real Estate

Note:  Amounts are preliminary, unaudited and subject to change. 

January 31, 2015  to Current 

NOTE:   All data included in this “Preview of Investment Returns” as of March 31 or April 30, 2016, is unaudited and subject to change.  
 



The Legacy Fund has been transitioned from 100% Short-Term 
Fixed Income to 50% Equity, 35% Bonds and 15% Real Assets 

17 

Note:  The board approved 18-month transition occurred between August of 2013 and January of 2015. 
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NOTE:  Legacy Fund’s Actual Asset Allocation 

is within 1% of Target as of March 31, 2016. 



Legacy Fund Performance Exceeds Policy Benchmarks 
for 1-, 3- and 4.5-years ended March 31, 2016 

19 

Investment Summary:  The Legacy Fund’s returns have been disappointing over the past year at   

-0.33% largely as a result of slowing global growth rates in most developed and emerging economies 

and the prolonged, low interest rate environment.  As evidence, global equity markets posted returns 

of -4% (for the MSCI All Country World Index) in the past year and this was despite the S&P 500 

index generating a 1.8% gain.  Fixed income returns were also weak with the Barclays U.S. Aggregate 

producing a gain of less than 2%.  On a positive note, real estate has been the best performing sector 

generating a 12% gain for the 1-year ended March 31, 2016.  Despite this challenging overall 

investment environment, the fund’s investment managers have generally outperformed their 

respective benchmark indices by 0.45% in the last year and 0.77% for the 4.5-years ended March 31, 

2016.  Since inception, the Legacy Fund has generated a net investment return of 2.57%. 

Current 

FYTD 1 Yr Ended 3 Yrs Ended 4.5 Yrs Ended

3/31/2016 3/31/2016 3/31/2016 3/31/2016

LEGACY FUND  

Total Fund Return - Net -0.55% -0.33% 3.01% 2.57%

Policy Benchmark Return -0.60% -0.78% 2.48% 1.80%

Excess Return 0.05% 0.45% 0.53% 0.77%



20 
Note:  All amounts shown are unaudited and subject to change although deemed to be materially accurate. 



Legacy Fund – U.S. and International Equities 
Investment Returns for the 1-Year ended March 31, 2016 
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Broad U.S. equity markets have been disappointing and declined by 1.37% for the 1-year period ended 

March 31, 2016.  U.S. equities performed better than international equities with the S&P 500 index 

posting a 1.78% increase while international equity (MSCI EAFE index) declined by 8.27% in the last 

year. 

Most Legacy Fund equity managers beat their index: 
 

    - U.S. Equity       +0.25%      (-1.12% vs -1.37%) 

    - International    +2.18%      (-6.09% vs -8.27%) 



Legacy Fund – Bonds, Real Assets & Total Fund 
Investment Returns for the 1-Year ended March 31, 2016 
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Overall Summary:  Legacy Fund’s investment returns have been disappointing in the past year posting a 

net investment return of -0.33% largely due to weak global growth prospects and generally weak 

economic fundamentals outside the U.S.  On a positive note, the Legacy Fund outperformed its’ 

benchmark indices by +0.45% in the last year (-0.33% vs -0.79%). 

Fixed Income generally underperformed while Real 

Assets generally outperformed in the last year: 
 

    - Fixed Income    -0.81%      (+1.15% vs +1.96%) 

    - Real Assets       +1.33%      (+2.12% vs +0.79%) 



Legacy Fund’s Investment Managers generally outperformed 
benchmark indices in the past year excluding Fixed Income  
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Outperformance (Under)       + 74 bps            + 222 bps           + 247 bps            - 68 bps            +159 bps           + 56 bps                 n.m. 



Legacy Fund – Investment Manager Allocations 
March 31, 2016 and December 31, 2015 
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Note:  All amounts shown are unaudited and subject to change although deemed to be materially accurate. 
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  Investment fees for the Legacy Fund increased to 0.33% from 0.27% during the last year as the approved 

asset allocation strategy (of 50% equity, 35% fixed income and 15% real assets) was implemented.  Performance 

fees doubled to approximately 0.06% from 0.03% in the prior year largely due to higher active management. 
 

  The Legacy Fund received better than a 2:1 return on investment management fees during each of the past 

two years (e.g. 0.94% versus 0.33% in fiscal 2015 is nearly 3:1 and 1.10% versus 0.27% in fiscal 2014 is 4:1).  
 

  For the fiscal year ended June 30, 2015, active management generated $28 million of incremental income for 

North Dakota (e.g. $3 billion x 0.94% = $28 million) after deducting $10 million of investment expenses. 
 

 Average Market 

Value Fees in $ Fees in %

Contribution 

to Total 

Fees

 Average Market 

Value Fees in $ Fees in %

Contribution 

to Total 

Fees

Investment managers' fees:

Domestic large cap equity managers 657,310,185    1,280,864   0.19% 0.04% 221,898,125    502,317         0.23% 0.03%

Domestic small cap equity managers 240,214,984    1,043,694   0.43% 0.03% 80,140,583      350,670         0.44% 0.02%

International equity managers 587,722,699    2,397,207   0.41% 0.08% 208,777,033    884,793         0.42% 0.05%

Domestic fixed income managers 985,960,253    2,910,709   0.30% 0.10% 341,169,338    1,199,773      0.35% 0.07%

Diversified real assets managers 249,618,003    599,955      0.24% 0.02% 8,725,730        33,040           0.38% 0.00%

Real estate managers 151,340,748    1,125,359   0.74% 0.04% 48,719,775      490,567         1.01% 0.03%

Short-term fixed income managers 152,806,876    202,772      0.13% 0.01% 854,086,155    1,053,958      0.12% 0.06%

Cash & equivalents managers 15,892,632      21,374        0.13% 0.00% 57,174,100      60,350           0.11% 0.00%

Total investment managers' fees 3,040,866,380 9,581,934   0.32% 1,820,690,839 4,575,468      0.25%

Custodian fees 313,311      0.01% 0.01% 216,970         0.01% 0.01%

Investment consultant fees 152,627      0.01% 0.01% 68,630           0.00% 0.00%

Total investment expenses 10,047,873 0.33% 4,861,068      0.27%

Total Performance Fees Paid 1,754,110   0.06% 558,086         0.03%

Actual Investment Performance (Net of Fees) 3.31% 6.64%

Policy Benchmark 2.37% 5.54%

Outperformance 0.94% 1.10%

FY 2015 FY 2014

Legacy Fund

Schedule of Investment Expenses
Legacy Fund 
June 30, 2015 

RIO will refresh this slide for the 

fiscal year ended June 30, 2016,  

when our audited financial 

statements are issued later this year. 
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 North Dakota Century Code Chapter 21-10 – State Investment Board (SIB) 
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 Historical Asset Class Returns - December 31, 2015 and March 31, 2016 
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NDCC Chapter 21-10 State Investment Board 
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21-10-01. State investment board - Membership - Term - Compensation – Advisory council. 

  

The North Dakota state investment board consists of the governor, the state treasurer, the commissioner of university and school lands, the director of 

workforce safety and insurance, the insurance commissioner, three members of the teachers' fund for retirement board or the board's designees who need 

not be members of the fund as selected by that board, two of the elected members of the public employees retirement system board as selected by that 

board, and one member of the public employees retirement system board as selected by that board. The director of workforce safety and insurance may 

appoint a designee, subject to approval by the workforce safety and insurance board of directors, to attend the meetings, participate, and vote when the 

director is unable to attend. The teachers' fund for retirement board may appoint an alternate designee with full voting privileges to attend meetings of the 

state investment board when a selected member is unable to attend. The public employees retirement system board may appoint an alternate designee with 

full voting privileges from the public employees retirement system board to attend meetings of the state investment board when a selected member is unable 

to attend. The members of the state investment board, except elected and appointed officials and the director of workforce safety and insurance or the 

director's designee, are entitled to receive as compensation one hundred forty-eight dollars per day and necessary mileage and travel expenses as provided 

in sections 44-08-04 and 54-06-09 for attending meetings of the state investment board. 

  

The state investment board may establish an advisory council composed of individuals who are experienced and knowledgeable in the field of investments. 

The state investment board shall determine the responsibilities of the advisory council. Members of the advisory council are entitled to receive the same 

compensation as provided the members of the advisory board of the Bank of North Dakota and necessary mileage and travel expenses as provided in 

sections 44-08-04 and 54-06-09. 

  

21-10-02. Board - Powers and duties. 

  

The board is charged with the investment of the funds enumerated in section 21-10-06. It shall approve general types of securities for investment by these 

funds and set policies and procedures regulating securities transactions on behalf of the various funds. Representatives of the funds enumerated in section 

21-10-06 may make recommendations to the board in regard to investments. The board or its designated agents must be custodian of securities purchased 

on behalf of funds under the management of the board. The board may appoint an investment director or advisory service, or both, who must be 

experienced in, and hold considerable knowledge of, the field of investments. The investment director or advisory service shall serve at the pleasure of the 

board. The investment director or advisory service may be an individual, corporation, limited liability company, partnership, or any legal entity which meets 

the qualifications established herein. The board may authorize the investment director to lend securities held by the funds. These securities must be 

collateralized as directed by the board. The board may create investment fund pools in which the funds identified in section 21-10-06 may invest. 

  



NDCC Chapter 21-10 State Investment Board 
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21-10-02.1. Board - Policies on investment goals and objectives and asset allocation.  
 

1. The governing body of each fund enumerated in section 21-10-06 shall establish policies on investment goals and objectives and asset allocation for each 

respective fund. The policies must provide for: 

a. The definition and assignment of duties and responsibilities to advisory services and persons employed by the board. 

b. Rate of return objectives, including liquidity requirements and acceptable levels of risk. 

c. Long-range asset allocation goals. 

d. Guidelines for the selection and redemption of investments. 

e. Investment diversification, investment quality, qualification of advisory services, and amounts to be invested by advisory services. 

f. The type of reports and procedures to be used in evaluating performance. 
 

2. The asset allocation and any subsequent allocation changes for each fund must be approved by the governing body of that fund and the state investment 

board. The governing body of each fund shall use the staff and consultants of the retirement and investment office in developing asset allocation and 

investment policies. 

  

21-10-03. Cooperation with Bank of North Dakota. 
 

Repealed by S.L. 1987, ch. 190, § 14. 

  

21-10-04. Board - Meetings. 
 

The state investment board shall select one of its members to serve as chair, one to serve as vice chair, and shall meet at the call of the chair or upon 

written notice signed by two members of the board. 

  

21-10-05. Investment director - Powers and duties. 
 

Subject to the limitations contained in the law or the policymaking regulations or resolutions adopted by the board, the investment director may sign and 

execute all contracts and agreements to make purchases, sales, exchanges, investments, and reinvestments relating to the funds under the management of 

the board. This section is a continuing appropriation of all moneys required for the making of investments of funds under the management of the board. The 

investment director shall see that moneys invested are at all times handled in the best interests of the funds. Securities or investments may be sold or 

exchanged for other securities or investments. 

The investment director shall formulate and recommend to the investment board for approval investment regulations or resolutions pertaining to the kind 

or nature of investments and limitations, conditions, and restrictions upon the methods, practices, or procedures for investment, reinvestment, purchase, 

sale, or exchange transactions that should govern the investment of funds under this chapter. 



NDCC Chapter 21-10 State Investment Board 
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21-10-06. Funds under management of board - Accounts. 
 

1. Subject to the provisions of section 21-10-02, the board shall invest the following funds: 

a. State bonding fund. 

b. Teachers' fund for retirement. 

c. State fire and tornado fund. 

d. Workforce safety and insurance fund. 

e. Public employees retirement system. 

f. Insurance regulatory trust fund. 

g. State risk management fund. 

h. Budget stabilization fund. 

i. Health care trust fund. 

j. Cultural endowment fund. 

k. Petroleum tank release compensation fund. 

l. Legacy fund. 

m. A fund under contract with the board pursuant to subsection 3. 
 

2. Separate accounting must be maintained for each of the funds listed in subsection 1. The moneys of the individual funds may be commingled for 

investment purposes when determined advantageous. 
 

3. The state investment board may provide investment services to, and manage the money of, any agency, institution, or political subdivision of the state, 

subject to agreement with the industrial commission. The scope of services to be provided by the state investment board to the agency, institution, or 

political subdivision must be specified in a written contract. The state investment board may charge a fee for providing investment services and any 

revenue collected must be deposited in the state retirement and investment fund. 

  

21-10-06.1. Board - Investment reports. 
 

The board shall annually prepare reports on the investment performance of each fund under its control. The reports must be uniform and must include: 
 

1. A list of the advisory services managing investments for the board. 

2. A list of investments at market value, compared to previous reporting period, of each fund managed by each advisory service. 

3. Earnings, percentage earned, and change in market value of each fund's investments. 

4. Comparison of the performance of each fund managed by each advisory service to other funds under the board's control and to generally accepted 

market indicators. 
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     21-10-06.2. Investment costs. 
 

     The amounts necessary to pay for investment costs, such as investment counseling fees, trustee fees, custodial fees, performance measurement fees, 

expenses associated with money manager searches, expenses associated with onsite audits and reviews of investment managers, and asset allocation 

expenses, incurred by the state investment board are hereby appropriated and must be paid directly out of the funds listed in section 21-10-06 by the fund 

incurring the expense. 

  

     21-10-07. Legal investments. 
 

     The state investment board shall apply the prudent investor rule in investing for funds under its supervision. The "prudent investor rule" means that in 

making investments the fiduciaries shall exercise the judgment and care, under the circumstances then prevailing, that an institutional investor of ordinary 

prudence, discretion, and intelligence exercises in the management of large investments entrusted to it, not in regard to speculation but in regard to the 

permanent disposition of funds, considering probable safety of capital as well as probable income. The retirement funds belonging to the teachers' fund for 

retirement and the public employees retirement system must be invested exclusively for the benefit of their members and in accordance with the respective 

funds' investment goals and objectives. 

  

     21-10-08. Reserves - Percentage limitations. 
 

     In order to meet claims and liabilities, reserves must be established and maintained in each of the funds in accordance with the investment policy and 

asset allocation established for each fund. 

  

     21-10-09. Personal profit prohibited - Penalty. 
 

     No member, officer, agent, or employee of the state investment board may profit in any manner from transactions on behalf of the funds. Any person 

violating any of the provisions of this section is guilty of a class A misdemeanor. 

  

     21-10-10. State investment board fund - Cost of operation of board. 
 

     Repealed by S.L. 1989, ch. 667, § 13. 
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     21-10-11. Legacy and budget stabilization fund advisory board. 
 

     The legacy and budget stabilization fund advisory board is created to develop recommendations for the investment of funds in the legacy fund and the 

budget stabilization fund to present to the state investment board. The goal of investment for the legacy fund is principal preservation while maximizing total 

return. The board consists of two members of the senate appointed by the senate majority leader, two members of the house of representatives appointed 

by the house majority leader, the director of the office of management and budget or designee, the president of the Bank of North Dakota or designee, and 

the tax commissioner or designee. The board shall select a chairman and must meet at the call of the chairman. The board shall report at least semiannually 

to the budget section. Legislative members are entitled to receive compensation and expense reimbursement as provided under section 54-03-20 and 

reimbursement for mileage as provided by law for state officers. The legislative council shall pay the compensation and expense reimbursement for the 

legislative members. The legislative council shall provide staff services to the legacy and budget stabilization fund advisory board. The staff and consultants of 

the state retirement and investment office shall advise the board in developing asset allocation and investment policies. 

  

     21-10-12. Legacy fund - Earnings defined. 
 

     For the purposes of section 26 of article X of the Constitution of North Dakota, the term "earnings" means net income in accordance with generally 

accepted accounting principles, excluding any unrealized gains or losses. 

  



State Investment Board Members – June 15, 2016 
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The SIB includes 11 members with Lieutenant Governor Drew Wrigley serving as Chairman and 

includes State Treasurer Kelly Schmidt, the Commissioner of University and School Lands Lance 

Gaebe, the Director of Workforce Safety and Insurance designee Cindy Ternes, the Insurance 

Commissioner Adam Hamm, plus three TFFR board members and three PERS board members. 

 

The TFFR representatives include Michael Gessner, Rob Lech and Mel Olson noting that Mr. Lech also 

serves as the board parliamentarian. 

 

The PERS representatives include Mike Sandal, Tom Trenbeath and Yvonne Smith noting that Mr. Sandal 

also serves as Vice Chairman of the SIB. 
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Overview of SIB Clients, Boards and Process 
 

 

 

 

 

 

 

 

 

 

 

 

 

TFFR Board 
PERS Board 

(4 Funds) 
 

 

WSI Board 
Insurance Commissioner 

(4 Funds) 
State Board of  

Medical Examiners 

State Risk Mgmt 
 (2 Funds) 

Council on the Arts 
Cultural Endowment 

Legacy and Budget 
Stabilization Fund 
 Advisory Board 

 

 
Budget 

 Stabilization  Fund 

City of Bismarck  
Police Pension Board 

City of Bismarck  
Employee Pension Board 

City of Bismarck 
Deferred Sick Leave 

City of Grand Forks 
 Pension Fund 

City of Grand Forks  
Park District Pension Fund 

  
Pension Fund 

ND Association 
 of Counties 

            City of Fargo  
FargoDome Permanent  Fund 

State Investment Board 
(SIB) 

Custodian Bank 

Retirement and 
Investment Office (RIO) 

Investment Managers Investment Consultant 

Legacy Fund 

Center for Tobacco 
Prevention & Control 

SIB Client Boards: 
1. PERS 

2. TFFR 

3. City of Bismarck 

4. City of Grand Forks 

5. WSI 

6. Insurance 

Commissioner 

7. State Risk Mgmt. 

8. ND Association of 

Counties 

9. Council on the Arts 

10. State Board of 

Medical Examiners 

11. Center for Tobacco 

Prevention & Control 

12. City of Fargo 

13. Legacy & Budget 

Stabilization Fund 

Advisory Board 

 Legal Counsel, Actuaries   

& Independent Auditors 
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RIO is an agency of the State of North Dakota. The agency was created by the 1989 Legislative Assembly to 

capture administrative and investment cost savings in the management of two important long-standing state 

programs – the retirement program of the Teachers’ Fund for Retirement (TFFR) and the investment program 

of the State Investment Board (SIB).  
 

The SIB is responsible for setting policies and procedures guiding the investment of over $10.7 billion in assets 

for seven pension funds and 16 other insurance-type funds. Their investments are divided into two investment 

trust funds and two individual investment accounts. Individual investment guidelines for each fund can be found 

in the Investment Section. These guidelines include goals and objectives, risk tolerance, liquidity constraints, 

asset allocation and portfolio restrictions specific to each fund’s unique circumstances. When creating 

investment pools to implement the asset allocations for each client fund, the SIB takes all of these guidelines 

into consideration in order to best meet the objectives of each fund and safeguard fund assets.  
 

The pension investment pool is made up of only qualified pension funds whose monies must be invested 

exclusively for the benefit of their participants. The insurance investment pool is made up of mainly insurance-

type funds, but also includes other funds that do not qualify as pension funds and would like to benefit from 

the cost savings of being pooled with other funds’ assets. All of these funds are invested in accordance with 

the “Prudent Investor Rule.” 
 

An important aspect of the prudent investor rule is that individual investments are considered not in isolation 

but in the context of the trust portfolio as a whole. Some new opportunities may appear risky when viewed 

alone. However, when part of a diversified mix of investments in stocks, bonds and other assets, they can 

increase returns often without increasing the overall portfolio risk and, in some cases, may help decrease the 

overall portfolio’s risk. 

North Dakota Retirement & Investment Office – Background 
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The pension investment pool was created in July 1989 with the pooling of selected investments of TFFR and the 

Public Employees Retirement System (PERS). Assets from the City of Bismarck Employees and Police pension 

funds were added later that same fiscal year. In April 1994, Job Service of North Dakota made their initial 

contribution to the pool. The City of Fargo Employees pension plan joined the pension pool in December 2007 

and the City of Grand Forks Employees pension plan in May 2009. Most recently, the Grand Forks Park District 

pension plan began participating in the pension pool in December 2009. The City of Fargo Employees pension 

plan withdrew the bulk of their assets from the SIB in December 2013. Their balance at June 30, 2015, 

represents residual cash needed to pay final expenses. 
 

The insurance investment pool began in December 1993 with the pooling of the assets of the WSI, Fire and 

Tornado, Bonding, Insurance Regulatory, and Petroleum Tank Release funds.  
 

Other additions to this pool have occurred as follows: 

• The Risk Management Fund was added in October 1996.  

• Two North Dakota Association of Counties (NDACo) funds were added during fiscal year 1999, in January 

and March.  

• The City of Bismarck Deferred Sick Leave and PERS Group Insurance funds were both added in July 1999.  

• The City of Fargo FargoDome Permanent Fund was added in October 2002. 

• The Risk Management Workers Compensation Fund was added in October 2003. 

• The Cultural Endowment Fund was added by the 2005 legislature and funded in July 2005. 

• The Budget Stabilization Fund joined the pool in September 2005 upon reaching statutorily designated 

levels. 

• The State Board of Medical Examiners Fund joined the pool in April, 2014. 

North Dakota Retirement & Investment Office – Pools 



41 

North Dakota Retirement & Investment Office – Awards 

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate 

of Achievement for Excellence in Financial Reporting to RIO for its comprehensive annual financial report for 

the fiscal year ended June 30, 2015. This was the eighteenth consecutive year that RIO has achieved this 

prestigious award. In order to be awarded a Certificate of Achievement, a government must publish an easily 

readable and efficiently organized comprehensive annual financial report. This report must satisfy both generally 

accepted accounting principles and applicable legal requirements. 
 

A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive 

annual financial report continues to meet the Certificate of Achievement Program’s requirements and we are 

submitting it to the GFOA to determine its eligibility for another certificate. 
 

TFFR also received the 2015 Public Pension Standards Award for Funding and Administration from the Public 

Pension Coordinating Council. To receive the award, the retirement system must certify that it meets specific 

professional standards for a comprehensive benefit program, actuarial valuations, financial reporting, 

investments, communications to members, and funding adequacy. 



Transparency Enhancement Update – June 15, 2016 
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Strategic Investment Belief / Goal:   

Although SIB meetings are open to the public and RIO is committed to adhering to all applicable open 
records laws, a transparency enhancement initiative was commenced in mid-2015 in order to make it 
easier for interested parties to gain access to information on RIO’s website.  RIO believes these actions 
support our desire to foster trust, understanding and support within our community.   
 

RIO’s Stated  Action Plan (as stated in our SIB Meeting Materials for August of 2015): 

1) Enhance public access to our SIB Governance Manual by adding  a new hyperlink on our RIO 
website (hyperlink accessed by clicking on “SIB Governance Manual” under the “SIB / Board”  
section); http://www.nd.gov/rio/SIB/Board/GovernanceManual/default.htm  

2) Enhance public access to our SIB Meeting Materials by adding a new hyperlink on our RIO website 
(hyperlink accessed by clicking on “Meeting Materials” under the “SIB / Board” section); 
http://www.nd.gov/rio/SIB/Board/SIB%20Meeting%20Materials/default.htm  

3) Enhance public access to our SIB’s Audit Committee Charter and Meeting Materials by adding a 
new hyperlink on our RIO website (hyperlinks accessed by clicking on “SIB Audit Charter” or 
“Meeting Materials” under the “SIB  Audit” section). 
http://www.nd.gov/rio/SIB%20Audit/Board/default.htm  
 

Update:  RIO’s Supervisor of Information Systems, Rich Nagel, was instrumental in updating RIO’s 
website to achieve these “Transparency Enhancements” in a timely and diligent manner. 

http://www.nd.gov/rio/SIB/Board/GovernanceManual/default.htm
http://www.nd.gov/rio/SIB/Board/GovernanceManual/default.htm
http://www.nd.gov/rio/SIB/Board/SIB Meeting Materials/default.htm
http://www.nd.gov/rio/SIB/Board/SIB Meeting Materials/default.htm
http://www.nd.gov/rio/SIB Audit/Board/default.htm
http://www.nd.gov/rio/SIB Audit/Board/default.htm


U.S. GDP “Annual” Growth Rates are Modest at 2% 
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 Quarterly GDP 
Growth Rates  (top 

chart) have been 
volatile as 
evidenced by low 
or negative growth 
rates in the 1st 
quarter of recent 
years largely 
attributed to poor 
weather conditions. 

 Annual GDP 
Growth Rates (bottom 

chart) minimize the 
impact of seasonal 
weather conditions 
and display a more 
consistent and 
moderate growth 
rate of about 2% 
over the past year. 

Note: A recession is defined as two consecutive quarters of negative GDP growth. 



U.S. Core Inflation Rates are Holding at slightly over 2% 

44 

U.S. Core Inflation: 

The U.S. core 
inflation rate (top 
chart) tracks 
changes in prices 
that consumers pay 
for a basket of 
goods which 
excludes volatile 
food and fuel costs. 

 

U.S. Inflation Rate:  

The unadjusted 
U.S. Consumer 
Price Index for All 
Urban Consumers 
(bottom chart) is 
based on the prices 
of a market basket 
of: food (14%), 
energy (9.3%), 
commodities 
(19.4%) and 
services (57.3%).  



U.S Labor Market Conditions are Generally Improving 
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Overview: 
 

U.S. Labor Market 

conditions have  

been steadily 

improving since the 

unemployment  

rate peaked at 10% 

in October of 2009 

(as shown in the top 

10-year chart). 
 

As shown in the 

bottom chart, U.S. 

Unemployment 

Rate has generally 

trended downward 

in recent months, 

and fell from 5% to 

4.7% last month. 



Global GDP Growth Rates are Modest 

46                   Source:  The Conference Board is a global, independent business membership and research association based in NYC. 

 Global GDP Growth Rates 
have declined from: 

 2.6% in 2012-to-2014 to  

 2.4% in 2015, but increase to 

 3.1% in 2016 to 2020 and fall to 

 2.8% in 2021 to 2025. 

 Global GDP Growth in the 
Emerging and Developing 
Economies (3% to 4%) is 
expected to outpace the U.S. 
and Mature Economies (2%) 
over the next decade. 

 

Key Take-Away:   World GDP growth rates continue to show positive 

trends (+2.5% to 3.1%) albeit at slower rates than in prior decades. 

Actual Actual Forecast  Projected Trend 

2012-2014 2015 2016 2016-2020 2021-2025

United States 2.0 2.4 2.0 2.0 1.6

Europe* 0.4 1.8 1.9 2.1 1.7

of which: Euro Area -0.2 1.5 1.7 1.9 1.5

Japan 1.1 0.6 1.0 1.4 1.6

Other mature** 2.6 1.9 2.1 3.2 2.7

Mature Economies 1.4 1.9 1.9 2.1 1.8

China 4.1 3.7 3.7 4.5 3.6

India 6.0 7.0 6.3 6.0 5.5

Other developing Asia 5.2 4.5 4.2 4.6 4.2

Latin America 1.8 −0.8 −0.4 2.5 2.4

of which: Brazil 1.2 −3.7 −3.0 2.2 2.3

of which: Mexico 2.5 2.5 2.5 2.7 2.5

Middle East & North Africa 2.3 2.9 2.2 2.3 2.2

Sub-Saharan Africa 4.6 3.2 3.7 5.0 5.2

Russia, Central Asia and 

Southeast Europe***

2.6 −0.7 0.4 2.4 2.3

Emerging & Developing 3.8 2.9 3.0 4.0 3.6

World Total 2.6 2.4 2.5 3.1 2.8

* Europe includes all 28 members of the European Union, as well as Iceland, Switzerland and Norway.

** Other advanced economies are Australia, Canada, Israel, Hong Kong, South Korea, New Zealand, Singapore, and Taiwan Province of China.

*** Southeast Europe includes Albania, Bosnia and Herzegovina, M acedonia, Serbia and M ontenegro, and Turkey.
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 Year Ended 12/31/15 and 3/31/16:   
 

Slowing global growth rates in the 

developed & emerging economies 

(including China which is the 

world’s 2nd largest economy 

behind the U.S.) have put down-

ward pressure on the global 

investment climate over the past 

year. Given this backdrop, 

investment returns have been 

disappointing for the year ended 

Dec. 31, 2015 and March 31, 2016, 

with U.S. Stocks & Bonds earning 

less than 2%, while International 

Equity and Bond returns were 

negative (grey shading). Real 

Estate was the best performing 

sector in 2015 (up 13.3%). 

 

March Update:   

Investment returns improved 

sharply in March with most major 

indices reporting impressive  

gains (blue shading in bottom 

chart) ranging from 6% to 8% for 

U.S. and International Equities 

and 13% in the Emerging Markets. 

High Yield Bonds and the Energy 

Sector also improved posting 

gains of over 4% and 8%, 

respectively, in March. 

Asset Class Benchmark 1-Year 3-Years 5-Years 10-Years

Broad Market Index S&P 500 1.38% 15.13% 12.57% 7.31%

Large Cap US Stocks Russell 1000 0.92% 15.01% 12.44% 7.40%

Small Cap US Stocks Russell 2000 -4.41% 11.65% 9.19% 6.80%

Non-US Stocks (Developed) MSCI EAFE -0.81% 5.01% 3.60% 3.03%

Non-US Stocks (Emerging) MSCI Emerging Markets -14.60% -6.42% -4.47% 3.95%

US Bonds Barclays Aggregate 0.55% 1.44% 3.25% 4.51%

High Yield Bonds Barclays Corporate High Yield -4.47% 1.69% 5.04% 6.96%

Non-US Debt Citi Non-US World Govt -5.54% -4.27% -1.30% 3.05%

Energy Sector Alerian MLP -32.59% -3.40% 1.47% 8.74%

Real Estate NCREIF 13.33% 12.04% 12.18% 7.76%

March

Asset Class Benchmark 2016 1-Year 3-Years 5-Years 10-Years

Broad Market Index S&P 500 6.78% 1.78% 11.82% 11.58% 7.01%

Large Cap US Stocks Russell 1000 6.97% 0.50% 11.52% 11.35% 7.06%

Small Cap US Stocks Russell 2000 7.98% -9.76% 6.84% 7.20% 5.26%

Non-US Stocks (Developed) MSCI EAFE 6.51% -8.27% 2.23% 2.29% 1.80%

Non-US Stocks (Emerging) MSCI Emerging Markets 13.23% -12.03% -4.50% -4.13% 3.02%

US Bonds Barclays Aggregate 0.92% 1.96% 2.50% 3.78% 4.90%

High Yield Bonds Barclays Corporate High Yield 4.44% -3.69% 1.84% 4.93% 7.01%

Energy Sector Alerian MLP 8.32% -31.83% -10.31% -0.55% 7.67%

Period Ended December 31, 2015

Period Ended March 31, 2016
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Contact Information 

 Phone:   

701-328-9889 (Dave) or 701-328-9898 (Darren) 

1-800-952-2970 (outside Bismarck/Mandan) 

 Mailing Address 

ND Retirement and Investment Office 

1930 Burnt Boat Drive, P.O. Box 7100 

Bismarck, ND 58507-7100 

 E-mail Address:  

rio@nd.gov or djhunter@nd.gov 

 Website Address: 

www.nd.gov/rio 
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