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Elizabeth M. Monticelli
Principal 
17+ years with Mercer, 22+ years of investment experience

Elizabeth is a Principal assigned to Mercer’s St. Louis office in Investments where she has worked
for over 17 years consulting to institutional investors. She works with non-profit institutions that
include endowments, foundations, and trusts.

She received an MA degree in International Trade from George Mason University and a BA in
Economics from the University of Virginia. She has prior experience with The Witan Company, a
financial reporting firm for families of high net worth and before that, she was an accountant and
performance analyst for the Scripps family office (SLN Service Co.).

Elizabeth currently is a member of the St. Louis Zoo’s Executive Board and serves as the Chair of
the Zoo’s Investment Oversight Committee. She is on the Board of the Ladue Education Foundation,
chaired the Foundation’s Partnership Committee and is a member of the CFA Institute and the St.
Louis Society of Financial Analysts. Previously, Elizabeth served as the Co-Chair of the St. Louis
Chapter of Families for Russian and Ukrainian Adoption.

M E R C E R  C O N S U L T A N T
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Chris Kohler, MBA
Principal 
1+ year with Mercer, 10+ years of investment experience

Chris is a Principal and Senior Investment Consultant in Mercer’s investment consulting practice,
focusing on endowments and foundations in the US. Chris has 10 years of experience advising
non-profit institutions with assets ranging from $50 million to $2 billion in OCIO and traditional
consulting capacities. In September 2014, Chris joined Mercer from a large hedge fund-of-funds,
where he was a product specialist on the consultant relations team. Earlier in his career, he held
senior consultant and research roles with Aon Hewitt and Cambridge Associates.

Chris received a Master of Business Administration from Carnegie Mellon’s Tepper School of
Business and a Bachelor of Science in Economics from Pennsylvania State University.

M E R C E R  C O N S U L T A N T
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W E E K L Y  I N D E X  R E P O R T
A S  O F  F E B R U A R Y  5 ,  2 0 1 6

Interest Rates Current Dec-15 Sep-15
Fed Funds Rate 0.0-0.25 0.0-0.25 0.0-0.25
3-Month T-Bill 0.29 0.16 -0.02
10-Year Treasury 1.84 2.27 2.16
30-Year Treasury 2.67 3.02 2.96
10-Year TIPS 0.51 0.71 0.69
30-Year TIPS 1.11 1.27 1.31
Barclays High Yield OAS 7.68 6.60 5.90
3-Month LIBOR 0.62 0.61 0.33
Barclays Aggregate 2.32 2.59 2.31
Barclays Long Treasury 2.52 2.89 2.75
Barclays Long Corporate 5.06 5.06 4.92
Barclays Long Govt/Credit 3.98 4.20 4.10

Commodity Prices Current Dec-15 Sep-15
Gold 1157.80 1060.20 1115.50
Oil 30.89 37.04 45.09
Natural Gas 2.06 2.34 2.52

Currencies Current QTD YTD 1 Year
Euro, in dollars 1.12 2.75 2.75 -2.77
U.K. Pound, in dollars 1.45 -1.60 -1.60 -5.38
Yen, per dollar 117.02 2.92 2.92 0.55

Index Returns
Last 

Week MTD QTD YTD 1 Year
DJ U.S. Total Stock Market -3.2 -3.2 -8.7 -8.7 -8.9
S&P 500 -3.0 -3.0 -7.9 -7.9 -6.9
Dow-Jones Industrial Avg. -1.5 -1.5 -6.8 -6.8 -7.1
Russell 1000 Growth -3.8 -3.8 -9.2 -9.2 -5.5
Russell 1000 Value -2.3 -2.3 -7.4 -7.4 -10.6
Russell 2000 -4.8 -4.8 -13.2 -13.2 -17.3
Russell 2000 Growth -5.9 -5.9 -16.1 -16.1 -18.0
Russell 2000 Value -3.7 -3.7 -10.2 -10.2 -16.8
MSCI ACWI Index -2.2 -2.2 -8.1 -8.1 -11.4
MSCI ACWI ex-US Index -1.1 -1.1 -7.9 -7.9 -15.0
MSCI EAFE -1.5 -1.5 -8.6 -8.6 -11.7
MSCI EAFE Small Cap -0.7 -0.7 -8.6 -8.6 -2.1
MSCI Emerging Markets -0.3 -0.3 -6.8 -6.8 -22.9
Barclays Aggregate 0.2 0.2 1.6 1.6 0.6
Barclays Long Treasury 1.4 1.4 6.5 6.5 -0.4
Barclays Long Corporate 0.2 0.2 0.1 0.1 -8.1
Barclays Long Govt/Credit 0.7 0.7 2.8 2.8 -4.7
Dow-Jones Wilshire REIT -2.2 -2.2 -6.0 -6.0 -9.4
DJ-UBS Commodity Index -2.1 -2.1 -3.7 -3.7 -26.2
Alerian MLP Index -4.7 -4.7 -15.2 -15.2 -43.4
S&P Natural Resources -2.7 -2.7 -7.3 -7.3 -31.2
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2 0 1 5  P E R F O R M A N C E
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 Despite a challenging 2015 return environment, strong performance from many asset classes over the past seven
years has reduced the prospects for future returns while increasing risks to the downside.
 Invest for the long term. Have patience, don’t panic.
 Diversifying broadly helps to limit the risk and magnitude of losses in an uncertain world.

 Global Economic Outlook
 The outlook for the global economy remains steady, but continues to face headwinds.
 Global economic growth in 2016 is likely to be similar to that seen in 2015.
 Developed world growth is expected to remain in-line with recent trend. Emerging economies growth is

expected to remain higher than the developed world, but faces downward pressure.

 Market Outlook
 Global equities are likely to perform well (upper single-digit returns) over the intermediate term (5-7 years),

supported by earnings growth and a benign economic environment. Equity market valuations are mixed, but
aggregate global markets are trading near fair value.

 Volatility increased in 2015, which is likely to continue into 2016. Monetary policy changes in the US create the
potential for periodic spikes.

 We expect bond yields to rise modestly from their very low levels.

 Potential Risks
 The Fed’s monetary policy.
 Sharp rise in bond yields.
 Global growth stalls.
 Geopolitical shock.

2 0 1 6  O U T L O O K  A N D  B E Y O N D



© MERCER 2016 6

M A R K E T  O U T L O O K :  S T O C K S

• Developed international stocks should benefit from
stronger earnings growth prospects, better starting
valuations and relatively looser monetary policies.
Dollar strength is a near term risk due to the divergence
in monetary policies.

• After several years of disappointments, Eurozone
earnings began to expand in 2015, benefiting from
limited exposure to energy and improving macro
conditions.

• Energy exposure and currency gains are hurting US
and UK firms, both of which have seen declining
profits.

Source: Datastream
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• US core bond sectors continue to offer low yields. Sovereign bond yields in developed markets throughout the
globe also remain near historically low levels.

• Low bond yields will create a strong headwind for fixed income investors with expected returns for traditional
fixed income modeled at only 3.0% going forward.

• The Federal Reserve (Fed) increased rates at its December 2015 meeting. Additional rate increases are
expected in 2016, but policy changes will remain dependent on labor market conditions and economic growth in
the US and internationally.

• Modest global growth and diverging central bank policies will likely drive continued volatility in fixed income
markets. Especially coming off such low yields volatility is expected to be higher than historic norms thus
reducing the capability of traditional fixed income to provide an effective ballast to the overall portfolio.

• Correlations to equities and other interest rate sensitive assets (e.g. real estate) are likely to increase in a rising
rate environment.
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M A R K E T  O U T L O O K :  F I X E D  I N C O M E

Source: Barclays Source: Barclays
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M A R K E T  O U T L O O K :  M O N E T A R Y  P O L I C Y

• There continues to be a large disconnect between the
FOMC projections and the rates implied by the bond
market. The FOMC projects the rate to be over 2.4%
by the end of 2017 versus closer to a 1.4% rate implied
by Fed Funds futures.

• We expect the Fed to be very cautious and anticipate a
gradual pace of rate increases. One risk to this view is
if labor markets tighten more than expected and cause
wage growth to unexpectedly accelerate.

• As expected, the Fed raised rates for the first time in
nearly a decade during its December 2015 meeting.
Monetary policy remains extremely easy, especially
outside the US.

• At the start of 2015, futures were predicting a rate of
1.5% by the end of 2016 versus the current projection
of 0.9%.



© MERCER 2016 9

 Post financial crisis, globally diversified portfolios have struggled relative to a 70/30 S&P500/Barclays
Aggregate mix as almost all asset classes have lagged US stocks.

 Over the long-term, the diversified portfolio has outperformed the 70/30 portfolio, while also experiencing
less volatility.

 We believe diversification will be rewarded in the current, post-recovery period.
 More favorable environment for alpha and non-traditional asset classes
 Better prospects for international developed stocks
 Paltry expected return on fixed income
 Dynamically favoring asset classes offering the best opportunities

D I V E R S I F I C A T I O N  I N  H I S T O R I C A L  C O N T E X T
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Rolling 5-year Returns: Diversified less 70% S&P 500/30% Barclays Aggregate

Note: Diversified portfolio: 45% global stocks, 10% private equity, 5% real estate, 5% natural resources, 15% hedge fund of funds, 2.5% HY bonds, 2.5% LC EMD, 15% core fixed
income. In cases where an asset class did not have a representative index for the full period, we used the closest substitute we could identify.

Source:  Datastream, Capital IQ, HFR, Mercer
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Community Foundation of Greater Des Moines

Investment Objective:

“The primary investment objective of the Foundation is to provide a real rate of return over inflation sufficient to support in
perpetuity the mission of the Foundation. It is particularly important to grow the assets in real terms to enable the Foundation to
maintain the purchasing power of the spending on grants and administration without eroding the real value of the principal corpus
of the Foundation.”1

1 Source: Statement of Investment Policy for Greater Des Moines Community Foundation

• We project that the Long-Term Growth Portfolio will gain 6.9% per annum over the intermediate term, slightly under the
spending and inflation target of 7.2% and falling short of the Foundation’s aspiration for 1.0% real growth. Manager alpha may
improve performance beyond that projected above.

• Since Oct. 2002 (almost 13 years), the Long-Term Growth Portfolio has earned 7.3%, annualized and net of fees.

• In addition to meeting the distribution rate, inflation, and providing some growth, the Community Foundation also charges an
administrative fee. The fee schedule collects about 100 basis points from most fund types and 50 basis points from agency
funds. Based on the last twelve months of activity ending 9/30/15, the Community Foundation’s average administration fee was
65 basis points.

I N V E S T M E N T  O B J E C T I V E

Source:  Community Foundation of Greater Des Moines Administration

Distribution Rate 5.0%
Inflation 2.2%
Real Growth 1.0%

Net Long Term Return Need 8.2%

10-Year Horizon Expected Return 6.9%

Portfolio Objectives
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T A R G E T  P O L I C Y  A S S E T  A L L O C A T I O N
S T R A T E G I C  V I E W  – L O N G - T E R M  G R O W T H  P O R T F O L I O

62%

30%

8%
Policy Strategic Objectives

Growth
Risk Reduction
Inflation Protection

• Viewed strategically, the Long-Term Growth Portfolio has a 62% allocation to growth assets and a 30% allocation to risk reduction 
assets.  Therefore, the Portfolio should be able to perform better than the equity market during periods of market decline. 

• The Policy also has an 8% allocation to inflation protection assets, which should help the Portfolio retain purchasing power during 
inflationary periods.  Inflation is not a pressing concern in the current market environment but will be in the future.

Growth 62% Risk Reduction 30% Inflation Protection 8%
US Equities 28.0% US Fixed Income 9.0% Real Assets 8.0%
Intl Equities 27.0% Global Fixed Income 4.0%

Private Equity 7.0% Hedge Funds/Absolute Return 17.0%

Policy Strategic Objectives
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55%

13%

32%

Equity/Fixed Income/Alternatives

Equities

Fixed Income

Alternatives

13%

87%

Active/Passive

Passive

Active
51%49%

Domestic/International Equities

Domestic

International

T A R G E T  P O L I C Y  – A S S E T  A L L O C A T I O N
T R A D I T I O N A L  V I E W  – L O N G - T E R M  G R O W T H  P O R T F O L I O

US Large Growth 
Stocks
9.0%

US Large Quality 
Stocks
2.0%

US Large Value 
Stocks
11.0%

US Mid Stocks
6.0%

Intl Large Stocks
13.0%

Intl Small Stocks
6.0%

Intl Emerging Market 
Stocks
8.0%

Private Equity / 
Special Situations

7.0%

US Fixed Income
9.0%

Global Fixed Income
4.0%

Hedge Funds
17.0%

Real Assets
8.0%

Policy Asset Allocation
• This page shows the traditional portfolio view

where equity, fixed income, and alternative
investments are separated into different categories.

• Currently, the Portfolio is well diversified between
domestic and international assets.

• The pie chart on the right shows the breakout of
the Portfolio into each underlying asset class.
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S O U R C E S  O F  G R O W T H
L O N G - T E R M  G R O W T H  P O R T F O L I O

Change In Market Value 
2/28/06 - 12/31/15

$218.2

$56.9

$87.6
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Since February 2006, the Foundation’s portfolio has grown by $130.6 million due to $56.9 
million in net additions and $73.7 million in investment gains.  
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M A R K E T  V A L U E  H I S T O R Y
L O N G - T E R M  G R O W T H  P O R T F O L I O

As of December 31, 2015, the Long-Term Growth Portfolio was valued at $218.2 million.

Beginning Value $33.7 million   12/31/15 Value $218.2 million  Annualized Return 7.3% 

The Foundation’s 12/31/15
market value was $218.2M.
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P E R F O R M A N C E  R E V I E W  – L O N G - T E R M  G R O W T H
A S  O F  D E C E M B E R  3 1 ,  2 0 1 5

• Despite the market turmoil in 2015, the Long-Term Growth Portfolio, valued at $218.2 million, outperformed its benchmark’s
1.3% decline, returning -0.8%, net of all fees.

• The Marketable Securities Composite (excludes private equity and private real assets) performed well versus its benchmarks
in a tough year, returning -1.1%, net of fees. In comparison, its global equity benchmark declined 2.4% while bonds rose
0.5%.

The less diversified benchmark mentioned above reflects the broad asset allocation existing during the period, e.g., 70%/30%, 68%/32%, etc.
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R I S K  A N D  R E T U R N  A N A L Y S I S  
S E V E N  Y E A R S  E N D I N G  D E C E M B E R  3 1 ,  2 0 1 5

• We performed a risk and return analysis for the Long-Term Growth Portfolio for the seven-year period ending
December 31, 2015. A less diversified blended benchmark was used as a market proxy, e.g., 70%/30%,
68%/32%, etc. The statistics are based on 84 monthly observations.

• In summary, the portfolio generated an annualized return of 9.48% while incurring annual volatility of +/- 9.63%
(standard deviation). In comparison, the blended benchmark returned 8.93% over the same period and exhibited
a higher standard deviation of +/- 11.09%.

• Relative to the blended benchmark, the Portfolio had a beta of 0.86 which means it was less sensitive to overall
market movements.

• The Portfolio generated a higher Sharpe ratio (0.98 versus 0.80) which implies higher risk-adjusted returns
(greater return per each unit of risk taken).

• In summary, for the seven-year period ending December 31, 2015, the Long-Term Growth Portfolio
generated slightly higher returns than the blended benchmark while taking significantly less risk.

• The diversification within the Foundation allowed the Portfolio to capture most of the return potential in
rising markets while protecting capital in market downturns.
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R I S K  A N D  R E T U R N  A N A L Y S I S
L O N G - T E R M  G R O W T H  P O R T F O L I O
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1 Redemptions from Mercer HFI are paid out with corresponding redemptions from the underlying managers (could take multiple years). 
2 Quarterly redemptions from Pinehurst  available up to 25% of account value; full redemptions are available at calendar year-end.
3 Silver Creek is not allowing redemptions at this time.

L I Q U I D I T Y  A N A L Y S I S
A S  O F  D E C E M B E R  3 1 ,  2 0 1 5  – L O N G - T E R M  G R O W T H  P O R T F O L I O

• The liquidity analysis indicates that 85% of Long-Term Growth Portfolio assets could be available within 60 days, including 59% 
that could be liquidated overnight.

• Entire receipt of assets from hedge fund managers could take one year (Pinehurst) to three years (Mercer Hedge Fund) following 
sufficient notice.

• We estimate the Foundation can expect distributions from private assets (limited liquidity) over the next ten to fifteen years.

Liquidity Manager Notice Needed Portfolio Values ($)

Vanguard Grow th Index Instl 1 Day 13,380,434                 
DSM Large Cap Grow th Fund Ins 1 Day 10,111,576                 
Delaw are Large Cap Value Focus 1 Day 18,813,357                 
Vanguard Value Index Fund 1 Day 6,766,753                   
Vanguard Dividend Appreciation ETF 1 Day 4,265,136                   
Sequoia 1 Day 21,028                        
Vaughan Nelson Value Opportunity 1 Day 6,637,250                   
Vanguard Mid Cap Index Inst. 1 Day 7,989,088                   
Dodge & Cox Intl Stock Fund 1 Day 2,264                          
Vanguard FTSE Developed Markets 1 Day 3,476,319                   
Aberdeen Emerging Markets Fund 1 Day 15,336,623                 
Metropolitan West Total Return Bond 1 Day 12,777,450                 
JHancock Global Absolute Return Strategies I 1 Day 13,620,676                 
Brookfield Global Listed Real Estate 1 Day 6,722,656                   
Principal Global Real Estate 1 Day 6,928,856                   126,849,466 59%
Silchester Int'l Value Equity CTF 10 Days 25,581,042                 
Brandyw ine Global Fixed Income CTF 10 Days 4,926,876                   
Colchester Global Bond Fund 10 Days 4,789,383                   
Mondrian Int'l Small Cap Fund CTF 15 Days 12,190,633                 
Sankaty High Income Partnership 60 Days 7,587,975                   181,925,375 85%
Mercer Hedge Fund Investors SPC1 100 Days 8,632,099                   
Pinehurst Institutional Ltd.2 100 Days 13,565,763                 204,123,237 95%
Silver Creek Low  Vol Strategies II Ltd.3 100 Days 1,134,757                   
Illiquid Real Assets - 1,746,508                   
Private Equity - 7,975,302                   214,979,804 100%

Daily

Limited Liquidity (est. 10-15 years)

Cumulative Total

Quarterly

Monthly

59%26%

10%
5%

Liquidity

Daily Monthly Quarterly Illiquid
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T A R G E T  P O L I C Y  A S S E T  A L L O C A T I O N
S T R A T E G I C  V I E W  – I N D E X E D  G R O W T H

65%

30%

5%
Policy Strategic Objectives

Growth

Risk Reduction

Inflation Protection

• Viewed strategically, the Indexed Growth Portfolio has a 65% allocation to growth assets and a 30% allocation to risk reduction 
assets.  Therefore, the portfolio should be able to perform better than the equity market during periods of market decline. 

• The Policy also has an 5% allocation to inflation protection assets, which should help the portfolio retain purchasing power during 
inflationary periods.  Inflation is not a concern in the current market environment but will be in the future.

Growth 65% Risk Reduction 30% Inflation Protection 5%
US Equities 33.0% US Fixed Income 21.0% Real Assets 5.0%
Intl Equities 32.0% Global Fixed Income 9.0%

Policy Strategic Objectives
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US Large Growth 
Stocks
12.0%

US Large Value 
Stocks
15.0%

US Mid Stocks
6.0%

Intl Large Stocks
23.0%

Intl Emerging 
Market Stocks

9.0%

US Fixed Income
21.0%

Global Fixed 
Income
9.0%

Real Assets
5.0%

Policy Asset Allocation

65%

30%

5%
Equity/Fixed Income/Alternatives

Equities
Fixed Income
Alternatives

T A R G E T  P O L I C Y  A S S E T  A L L O C A T I O N
T R A D I T I O N A L  V I E W  – I N D E X E D  G R O W T H

51%
49%

Domestic/International Equities

Domestic

International

85%

15%

Active/Passive

Passive

Active

• This page shows the traditional portfolio view
where equity, fixed income, and alternative
investments are separated into different categories
than on the previous page.

• Currently, the portfolio has a good mix of domestic
and international assets.

• The chart on the left shows the breakout of the
portfolio into each underlying asset class.
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P E R F O R M A N C E
I N D E X E D  G R O W T H  P O R T F O L I O
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T A R G E T  P O L I C Y  A S S E T  A L L O C A T I O N
S T R A T E G I C  V I E W  – D E F E N S I V E  G R O W T H

30%

70%

Policy Strategic Objectives

Growth
Risk Reduction

• Viewed strategically, the Defensive Growth Portfolio has a 30% allocation to growth-oriented assets and a 70% allocation to risk
reduction assets. 

Growth 30% Risk Reduction 70%
US Equities 15.0% US Fixed Income 38.0%
Intl Equities 15.0% Global Fixed Income 17.0%

Absolute Return 15.0%

Policy Strategic Objectives
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T A R G E T  P O L I C Y  A S S E T  A L L O C A T I O N
T R A D I T I O N A L  V I E W  – D E F E N S I V E  G R O W T H

30%

55%

15%

Equity/Fixed Income/Alternatives

Equities

Fixed Income

Alternatives

50%50%

Domestic/International Equities

Domestic

International 44%

56%

Active/Passive

Passive

Active

US Large Stocks
15.0%

Intl Large Stocks
15.0%

US Fixed Income
38.0%

Global Fixed 
Income
17.0%

Absolute Return
15.0%

Policy Asset Allocation

• This page shows the traditional portfolio view
where equity, fixed income, and alternative
investments are separated into different categories
than on the previous page.

• Currently, the portfolio has a good mix of domestic
and international assets.

• The chart on the left shows the breakout of the
portfolio into each underlying asset class.
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P E R F O R M A N C E
D E F E N S I V E  G R O W T H  P O R T F O L I O
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Asset Class Equilibrium 
Return

Jan 2015
View

April 2015
View

July 2015
View

Oct 2015
View

Jan 2016
View

Commentary

Global developed
equities 7.2% Attractive Neutral Neutral Neutral Neutral

Valuations are around fair value and macro conditions 
are broadly favorable.  However, downside risks for 
equities have risen over the last six months due to the 
struggles of EM economies and potential financial 
contagion.

US equities 7.2% Neutral Neutral Neutral Neutral Neutral

Energy price declines and the strong dollar took a bite 
out of earnings in 2015. Wage inflation threatens to cut 
further into margins in 2016 and beyond. Valuations 
are rich in absolute terms, but still appear attractive 
relative to Treasuries.

International 
developed equities 7.2% Attractive Attractive Attractive Attractive Attractive

European and Japanese equities have the potential to 
grow earnings since profit margins remain depressed. 
Valuations are reasonable and monetary policy is very 
accommodative. We continue to recommend that 
investors consider hedging a portion of the currency 
exposure.

Emerging market
equities 8.3% Neutral Neutral Neutral Neutral Neutral

Macro conditions continue to deteriorate and earnings 
are likely to fall further. However, valuations are 
reasonably attractive.

Global REITs 6.5% Neutral Neutral Neutral Neutral Neutral
Interest rate sensitivity is a concern, but valuations are 
reasonable and global REITs should benefit from 
moderate developed world growth.

US high yield  
bonds 6.0% Neutral Neutral Neutral Neutral Neutral

Spreads on HY bonds widened to 6.6% in Q4.  The 
energy sector remains a significant risk, but a benign 
economic outlook should be supportive of other 
sectors. We highly recommend active management 
within high yield.

Emerging market
local currency debt 5.1% Neutral Neutral Neutral Unattractive Unattractive

Emerging market currencies have declined sharply in 
recent years. However, the macro challenges faced by 
many EM economies combined with rate hikes by the 
Fed could lead to more capital outflows, pushing 
currencies down even lower. 

C O R E  A S S E T  C L A S S  V I E W S
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Asset Class Equilibrium
Return

Jan 2015
View

April 2015
View

July 2015
View

Oct 2015
View

Jan 2016
View

Commentary

US cash 3.2% Unattractive Unattractive Unattractive Unattractive Unattractive

Although the FOMC increased the Fed Funds rate by 
25 bps in December to a range of 0.25% to 0.50%, 
prospective returns for cash investments are 
extremely limited.  The futures market prices a Fed 
Funds rate of below 2.0% through 2018. 

US Treasuries 4.1% Unattractive Unattractive Unattractive Unattractive Unattractive

While the Fed rate hike contributed to a 21 bp rise in 
10-year Treasury yields, rates remain at historically 
low levels, indicating relatively weak returns over the 
intermediate-term. 

US TIPS 4.0% Unattractive Unattractive Unattractive Unattractive Unattractive

The real yield on 10-year TIPS rose for the third 
consecutive quarter, finishing Q4 at 0.73%, the 
highest level since late-2013. If energy prices 
stabilize, the headline inflation rate should converge 
with the core rate of 2.1% making the 1.5% 
breakeven on 10y TIPS attractive.

US I/G corp 4.9% Unattractive Unattractive Unattractive Unattractive Unattractive

The yield on I/G bonds rose to 3.7% in the fourth 
quarter. While credit spreads on investment-grade 
corporate bonds declined slightly, they remain 
elevated at 1.65% versus the historical median of 
1.09%. The lack of trading liquidity is likely increasing 
volatility and the above normal spreads may simply 
reflect compensation for increased illiquidity. While
the prospective absolute return on I/G corporates 
remains low, they are more attractive than Treasuries

Non-US govt.
bonds 4.1% Unattractive Extremely

Unattractive Unattractive Unattractive Unattractive

Yield changes on non-US government bonds were 
modest over the quarter, with the yield on 10-year 
German bunds rising 4 bps to 0.63%.  In the current 
environment of ECB and BoJ easing, we expect rates 
to remain low and returns to be flat or negative in 
nominal terms. 

C O R E  A S S E T  C L A S S  V I E W S
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View

Commentary

Global equities/ 
growth assets vs. 
defensive assets

Attractive Attractive Attractive Attractive Attractive

The macroeconomic backdrop remains broadly positive 
in the developed world.  While US profit margins may 
have peaked, we believe the earnings outlook for the 
Eurozone and Japan is strong.  Global monetary policy 
is likely to remain supportive in 2016 even if the Fed 
raises rates further.  With high quality bonds priced to 
provide paltry returns, we continue to favor equities.

International 
developed vs. US 
equities 

Attractive Attractive Attractive Attractive Attractive

We continue to prefer international developed stocks 
over US stocks because of better earnings growth 
prospects and less demanding valuations. They should 
also benefit from more accommodative  monetary 
policies. However, dollar strength remains a  risk. As 
such, investors could consider hedging a portion of their 
international developed exposure.

Emerging market
vs. developed 
market equities

Unattractive Unattractive Unattractive Unattractive Unattractive

EM stocks are likely to continue to underperform 
developed market stocks over the near-term given 
deteriorating macro conditions. The longer-term view is 
more optimistic. Valuations are relatively attractive and 
many EM economies have become more competitive 
over the last few years, which sows the seeds for an 
eventual recovery.

High yield 
bonds vs. global 
equities

Unattractive Unattractive Unattractive Unattractive Neutral

Rising yields and a muted default outlook outside of the 
energy sector have led us to raise our relative rating of 
high yield bonds vs. global equities from unattractive to 
neutral.  We now think they offer similar risk-adjusted 
returns as global equities.

C R O S S  A S S E T  V I E W S
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Commentary

Global low 
volatility vs. broad   Unattractive Unattractive Unattractive

Low volatility stocks performed strongly relative to the 
broad market in 2015. However, rich relative valuations 
and interest rate sensitivity are concerns.

US high quality vs. 
low quality Attractive Attractive Attractive Attractive Attractive

While low volatility stocks appear expensive globally, 
high quality US stocks offer better relative value.  
Quality stocks should exhibit a degree of downside 
protection in the event of a severe downturn. However, 
continued dollar strength is a risk to this view given the 
large weighting to multinational firms. 

US large growth 
vs. large value Neutral Neutral Neutral Neutral Neutral

While growth outperformed value across all market caps 
in 2015, the valuation of growth stocks versus value 
stocks is in-line with long-term norms.  We do not 
recommend a style bias in US equity portfolios relative 
to the strategic portfolio.

US small caps vs. 
large caps Unattractive Unattractive Unattractive Unattractive Unattractive

Small-caps underperformed in 2015 for the second 
consecutive year. Since the start of 2014, the Russell 
2000 has trailed the S&P 500 by more than 15 
percentage points. This has gone a long way to close 
the valuation gap, although small-caps still appear 
slightly expensive. Relative performance tends to exhibit 
momentum over multi-year cycles, resulting in valuation 
overshoots. This means small-caps could become a 
bargain before the cycle turns.

International small
caps vs. large 
caps

Unattractive Neutral Neutral Neutral Neutral

International small-caps were the best performing asset 
class in 2015, gaining 9.6%.  Valuations  on small-caps 
are elevated relative to large-caps, but they also have 
more exposure to improving domestic macro conditions. 

R E L A T I V E  V I E W S  – E Q U I T I E S
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Commentary

Short-term fixed 
vs. T-bills Attractive Attractive Attractive Attractive Attractive

While the Fed has begun a tightening cycle, we expect it to 
proceed very slowly given limited inflationary pressures and a 
rising dollar.  Two-year Treasuries yield only 1.06%, offering 
little benefit to extend duration.  However, extending duration 
through corporates is more rewarding as 1- to 3-year 
corporates currently offer a 2.2% yield. 

Intermediate-term 
fixed vs. T-bills Neutral Neutral Neutral Neutral Neutral

Extending duration via Treasuries does not offer much value, 
particularly given the expectation of further rate increases, but 
intermediate-term corporate bonds offer a more attractive 
premium to cash.  Broad intermediate-term bond mandates 
appear to offer a fair risk-adjusted return.

Long-term fixed vs. 
T-bills Unattractive Unattractive Unattractive Unattractive Unattractive

While we do not expect a sharp increase in long-term yields, 
the risk-to-return of extending duration to the long end of the 
cure appears unattractive outside of liability-hedging purposes.

Investment grade 
vs. Treasuries Attractive Attractive Attractive Attractive Attractive

The spread on investment-grade corporate bonds declined 
slightly during Q4, but remains above the long term median, 
even after adjusting for the deteriorating quality of the 
universe.  Current credit spreads of 1.65% are more than 50 
bps above the historical median. While liquidity conditions 
could keep spreads elevated, we continue to recommend an 
overweight to credit.

High yield vs. 
Treasuries Attractive Attractive Attractive Attractive Attractive

Energy exposure and liquidity concerns have led to significant 
spread widening. While defaults are likely to spike in the 
energy sector, they should remain muted elsewhere. The 
5.8% spread on non-energy names appears attractive relative 
to Treasuries after adjusting for default losses, although the 
liquidity environment will likely remain challenging.

TIPS vs. Treasuries Attractive Attractive Attractive Attractive Attractive

With a 10-year inflation breakeven rate of 1.5%, TIPS appear 
attractive relative to Treasuries. While inflation is likely to 
remain low, headline inflation should converge with core 
inflation (~2%) when energy prices stabilize.  

R E L A T I V E  V I E W S  – F I X E D  I N C O M E
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Equilibrium Expected Return: The long-term expectations represent
the expected returns of asset classes at equilibrium. They are an
estimate of what investors require to invest in each asset class, given the
risk, in a normal interest rate environment. They are not affected by
current valuations.
10-Year Horizon Return: The 10-year mean reversion return represents
Mercer’s best estimate of returns over the next 10 years. We assume that
normalized P/E ratios and interest rates revert to their equilibrium levels
over the next 10-years.
20-Year Horizon Return: Our long-term expected returns are based on
what asset classes are expected to return over the next 20 years. They
incorporate current interest rates and assume rates return to equilibrium
over five years.
Standard Deviation: This statistic quantifies the expected variability of
returns around their mean. Both returns above and below the expected
return are included in this risk measure. There is roughly a two out of
three chance that the return in any given year will fall within the range
bounded by the expected return plus or minus the standard deviation. The
standard deviation expectations are based on a combination of realized
historical results and an examination of current conditions. The high
volatility regime expectations represent our estimate of risk in an
environment where volatility spikes and correlations between assets
increase significantly.
Mercer’s approach to developing equilibrium expected returns blends
realized historical results and an examination of current conditions. In
developing the forecasts, we begin by averaging historical data for the
longest period available to determine how much investors have been
rewarded for exposure to risk factors in the past. We then use internal
and external research to identify structural reasons that risk premiums in
the future might be different than those experienced in the past, and
adjust our forecasts accordingly. This methodology generally results in
lower return forecasts, particularly for equity asset classes, than have
been experienced in the past. The return expectations do not include
manager alpha except for absolute return strategies. The expected return
in excess of cash for absolute return strategies consists mostly of
expected alpha.

D Y N A M I C  A S S E T  A L L O C A T I O N  S U M M A R Y
R E T U R N  E X P E C T A T I O N S

Equilibrium 
Return

Standard 
Deviation

20-Year 
Horizon 
Return

10-Year 
Horizon 
Return

High Vol 
Standard 
Deviation

Growth Assets
US Large Stocks 7.3 18.1 6.8 5.8 28.0
US Large Value Stocks 7.3 18.1 6.8 5.8 28.0
US Large Growth 7.3 18.1 6.8 5.8 28.0
US Large Quality 7.3 13.7 6.7 6.2 23.0
US Mid Stocks 7.4 19.6 6.8 4.8 30.0
US Small Stocks 7.9 22.1 6.8 4.3 35.0
US Small Value Stocks 7.9 22.1 6.8 4.3 35.0
Intl Large Stocks 7.3 20.3 7.4 7.6 32.0
Intl Large Quality 7.3 15.1 7.3 7.3 27.0
Intl Small Stocks 7.8 22.4 7.6 7.6 35.0
Intl Emerging Market Stocks 8.5 26.3 8.9 8.9 35.0
Intl Emg Mkt Debt 5.1 10.4 6.6 6.6 16.0
US High Yield Fixed 6.1 9.7 5.5 4.8 15.0
Private Debt 8.7 11.4 8.7 8.2 18.2
Private Equity 11.3 26.9 10.8 9.9 43.0

Risk Reduction Assets
Cash 3.2 2.0 2.7 2.2 2.0
US Treasuries 4.2 6.0 3.3 2.4 6.0
US Long Treasuries 4.5 16.5 3.1 1.8 14.0
US I/G Corp. Fixed 5.0 7.0 4.2 3.4 9.0
US Long I/G Corp 5.0 13.6 4.1 3.2 16.0
US MBS 4.8 4.8 3.7 2.5 7.0
US Broad Fixed Income 4.7 5.3 3.8 3.0 5.0
US Municipal Bonds 4.5 7.7 3.5 2.7 8.3
Intl Fixed Income 4.2 9.8 2.8 1.5 11.0
Hedge Funds 7.2 8.0 6.7 6.2 12.8
Liquid Absolute Return 6.5 8.0 6.0 5.5 12.8

Inflation Protected Assets
US Inflation Protected Fixed 4.1 5.4 3.0 2.1 7.0
Liquid Real Assets 7.3 16.6 6.7 5.9 31.0
Illiquid Real Assets 8.8 13.9 8.8 8.5 22.2
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Correlation coefficients measure the degree of co-movement between two asset classes. A correlation of 1.00 indicates that
both assets move in lock-step with one another, while a correlation of (1.00) suggests that the assets move in opposite
directions. A correlation of 0 means that there is no relation.

Diversified portfolios take advantage of the tendency of asset classes to behave in different ways relative to each other. Asset
classes with low correlations to one another can be combined to produce portfolios with less risk than any specific asset class
displays on a stand-alone basis.
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US Large Stocks 1.00 0.97 0.91 0.77 0.77 0.73 0.73 0.96 -0.01 0.12 0.08 0.13 0.69 -0.02 0.54 0.91 0.50 0.50
US Mid Stocks 0.97 1.00 0.98 0.74 0.77 0.79 0.71 0.93 0.09 0.16 0.12 0.18 0.72 0.02 0.58 0.88 0.50 0.50
US Small Stocks 0.91 0.98 1.00 0.70 0.70 0.80 0.67 0.87 0.09 0.15 0.11 0.16 0.67 0.02 0.54 0.83 0.55 0.50
Intl Large Stocks 0.77 0.74 0.70 1.00 0.99 0.94 0.76 0.74 -0.01 0.08 0.06 0.09 0.65 0.37 0.66 0.70 0.55 0.50
Intl Large Quality 0.77 0.77 0.70 0.99 1.00 0.95 0.83 0.87 0.12 0.15 0.11 0.15 0.67 0.32 0.67 0.83 0.55 0.50
Intl Small Stocks 0.73 0.79 0.80 0.94 0.95 1.00 0.72 0.71 0.09 0.09 0.07 0.10 0.63 0.33 0.63 0.67 0.55 0.50
Intl Emerging Market Stocks 0.73 0.71 0.67 0.76 0.83 0.72 1.00 0.71 0.07 0.03 0.02 0.06 0.63 0.16 0.91 0.67 0.55 0.50
Private Equity 0.96 0.93 0.87 0.74 0.87 0.71 0.71 1.00 -0.01 0.10 0.06 0.11 0.66 -0.03 0.52 0.89 0.50 0.25
Cash 0.09 0.09 0.09 -0.01 0.12 0.09 0.07 -0.01 1.00 0.24 0.36 0.34 0.25 0.02 0.05 -0.01 0.00 0.10
US Broad Fixed Income 0.12 0.16 0.15 0.08 0.15 0.09 0.03 0.10 0.24 1.00 0.74 0.63 0.31 0.45 0.17 0.10 0.10 0.20
US Municipal Bonds 0.08 0.12 0.11 0.06 0.11 0.07 0.02 0.06 0.36 0.74 1.00 0.50 0.20 0.37 0.14 0.06 0.35 0.20
US Inflation Protected Fixed 0.13 0.18 0.16 0.09 0.15 0.10 0.06 0.11 0.34 0.63 0.50 1.00 0.15 0.33 0.14 0.11 0.35 0.20
US High Yield Fixed 0.69 0.72 0.67 0.65 0.67 0.63 0.63 0.66 0.25 0.31 0.20 0.15 1.00 0.05 0.58 0.62 0.50 0.30
Intl Fixed Income 0.02 0.02 0.02 0.37 0.32 0.33 0.16 -0.03 0.02 0.45 0.37 0.33 0.05 1.00 0.29 -0.03 0.15 0.20
Intl Emg Mkt Debt 0.54 0.58 0.54 0.66 0.67 0.63 0.91 0.52 0.05 0.17 0.14 0.14 0.58 0.29 1.00 -0.06 0.20 0.30
Private Debt 0.91 0.88 0.83 0.70 0.83 0.67 0.67 0.89 -0.01 0.10 0.06 0.11 0.62 -0.03 -0.06 1.00 0.50 0.30
Real Assets 0.50 0.50 0.55 0.55 0.55 0.55 0.55 0.50 0.00 0.10 0.35 0.35 0.50 0.15 0.20 0.50 1.00 0.40
Hedge Funds 0.68 0.67 0.62 0.55 0.60 0.50 0.50 0.66 -0.01 0.07 0.05 0.09 0.47 -0.02 0.40 0.52 0.40 1.00
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References to Mercer shall be construed to include Mercer LLC and/or its associated companies.

© 2016 Mercer LLC. All rights reserved.

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided by Mercer. Its content 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.

Mercer does not provide tax or legal advice. You should contact your tax advisor, accountant and/or attorney before making any decisions with tax or legal implications.

The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice. They are not intended to convey any guarantees as to the future performance of the
investment products, asset classes or capital markets discussed. Past performance does not guarantee future results. Mercer’s ratings do not constitute individualized investment advice.

Information contained herein has been obtained from a range of third party sources. While the information is believed to be reliable, Mercer has not sought to verify it independently. As such, Mercer makes no representations
or warranties as to the accuracy of the information presented and takes no responsibility or liability (including for indirect, consequential or incidental damages), for any error, omission or inaccuracy in the data supplied by any
third party.

This does not constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other financial instruments or products or constitute a solicitation on behalf of any of the investment managers, their
affiliates, products or strategies that Mercer may evaluate or recommend.

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.

This presentation is for sophisticated investors only and accredited or qualified investors only. Funds of private capital funds are speculative and involve a high degree of risk. Private capital fund managers have total authority
over the private capital funds. The use of a single advisor applying similar strategies could mean lack of diversification and, consequentially, higher risk.

Funds of private capital funds are not liquid and require investors to commit to funding capital calls over a period of several years; any default on a capital call may result in substantial penalties and/or legal action.

An investor could lose all or a substantial amount of his or her investment.

There may be restrictions on transferring interests in private capital funds. Funds of private capital funds’ fees and expenses may offset private capital funds’ profits.

Funds of private capital funds are not required to provide periodic pricing or valuation information to investors. Funds of private capital funds may involve complex tax structures and delays in distributing important tax
information.

Funds of private capital funds are not subject to the same regulatory requirements as mutual funds.

Fund offering may only be made through a Private Placement Memorandum (PPM).

For the most recent approved ratings of an investment strategy, and a fuller explanation of their meanings, contact your Mercer representative.

For Mercer’s conflict of interest disclosures, contact your Mercer representative or see www.mercer.com/conflictsofinterest.

Returns for periods greater than one year are annualized. Returns are calculated gross of investment management fees, unless noted as net of fees.

Style analysis graph time periods may differ reflecting the length of performance history available.

Mercer universes: Mercer’s universes are intended to provide collective samples of strategies that best allow for robust peer group comparisons over a chosen timeframe. Mercer does not assert that the peer groups are
wholly representative of and applicable to all strategies available to investors.

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 2016. 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.

BARRA: © 2016 Barra International, Ltd. All rights reserved. This information may only be used for your internal use, may not be reproduced or re-disseminated 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. BARRA is a registered trademark of MSCI, Inc.
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I M P O R T A N T  N O T I C E S  ( C O N T . )
BLOOMBERG L.P.: © 2016 Bloomberg L.P. All rights reserved. BLOOMBERG, BLOOMBERG PROFESSIONAL, BLOOMBERG FINANCIAL MARKETS, BLOOMBERG NEWS, BLOOMBERG TRADEMARK,
BLOOMBERG BONDTRADER, AND BLOOMBERG TELEVISION are trademarks and service marks of Bloomberg L.P. a Delaware Limited Partnership.

BURGISS: © 2016 Burgiss Group, LLC. All rights reserved. PRIVATE I, PRIVATE INFORMANT and PRIVATE IQ are trademarks and service marks of Burgiss Group, LLC.

CENTER FOR RESEARCH IN SECURITY PRICES (CRSP): Derived based upon data from Center for Research in Security Prices (CRSP® ), The University of Chicago Booth School of Business.

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 trademark 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. ©2016 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.

CREDIT SUISSE FIRST BOSTON LLC. (CSFB): Copyright © 1996 – 2016 Credit Suisse First Boston LLC and/or its affiliate companies. All rights reserved.

DATASTREAM: Source: ThomsonReuters Datastream.

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 © 2016 is proprietary to Dow Jones &
Company, Inc.

“End User” FTSE™ : is a trademark 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 trademarks
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 2016.

The UK Value and Growth Indices are owned and calculated by FTSE International Limited in association with Russell Investment Group.  FTSE International Limited 2016.

HFRI: Source: Hedge Fund Research, Inc., © HFR, Inc. 2016, www.hedgefundresearch.com.

IMONEYNET: © iMoneyNet, an Informa Business.

INTERACTIVE DATA: © 2016 Interactive Data Pricing and Reference Data, Inc.

IPD: Fund information has not been independently validated by IPD. IPD did not produce this performance report.

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 2016 © 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 were derived by Mercer using Content supplied by Lipper, A Thomson Reuters Company.

MERRILL LYNCH: The Merrill Lynch Indices are used with permission. Copyright 2016, 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.
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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 2016, 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.

MORNINGSTAR: Copyright (c) 2016 Morningstar. Portions of this report are the property of Morningstar, Inc. or its Information Providers and are protected by copyright and intellectual property laws. All rights reserved.

MSCI®: Portions of this report are copyright MSCI 2016. 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.

PRIVATE INFORMANT: © 2016 The Burgiss Group, LLC.

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. Russell indices are trademarks/service marks of the Russell Investment Group. Russell® is a trademark of the Russell Investment
Group.

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 of whether such damages were foreseen or unforeseen.

STYLE RESEARCH: Source: Style Research Ltd.

WILSHIRE ASSOCIATES: Copyright © 2016 Wilshire Associates Incorporated.

Investment advisory services provided by Mercer Investment Consulting LLC. Mercer Investment Consulting LLC is a federally registered investment advisor under the Investment Advisers Act of 1940, as amended,
providing nondiscretionary and discretionary investment advice to its clients on an individual basis. Registration as an investment advisor does not imply a certain level of skill or training. The oral and written
communications of an advisor provide you with information about which you determine to hire or retain an advisor. Mercer’s Form ADV Part 2A & 2B can be obtained by written request directed to: Compliance
Department, Mercer Investments, 701 Market Street, Suite 1100, St. Louis, MO 63011.
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