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Market Performance 
Fourth Quarter 2016 

P E R F O R M A N C E  S U M M A R Y   
Q U A R T E R  I N  R E V I E W  

Market Performance  
2016 

Source: Standard & Poor's, Russell, MSCI Barra, NAREIT, Bloomberg Source: Standard & Poor's, Russell, MSCI Barra, NAREIT, Bloomberg 
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N O R T H  C A R O L I N A  S U P P L E M E N T A L  R E T I R E M E N T  
P L A N S  I N V E S T M E N T  S T R U C T U R E   

Tier I 
Target Date Funds 

Tier II - A 
Passive Core Options 

Tier II - B 
Active Core Options 

Tier III  
Specialty Options 

Goal Maker  

Stable Value Fund  
Galliard Stable Value  

Fixed Income 
BlackRock Debt Index 

Fixed Income Fund 
JP Morgan Core Bond 
Prudential Core Plus  

Inflation Responsive Fund   
PIMCO IRMAF  

Large Cap Equity  
BlackRock Equity Index 

Large Cap Value Fund 
Hotchkis & Wiley Large Cap Value 

Delaware Large Cap Value  
Robeco BP Large Cap Value  

Large Cap Growth Fund 
Sands Capital Large Cap Growth 
Wellington Opportunistic Growth 

Loomis Large Cap Growth  

Small/Mid Cap Equity  
BlackRock Russell 2500 

Index 

Small/Mid Cap Value Fund 
Hotchkis & Wiley SMID Value 

Earnest Partners SMID Cap Value  
Wedge SMID Cap Value  

Brokerage Window 

Small/Mid Cap Growth Fund 
TimesSquare SMID Growth 

Brown Advisory SMID Growth  

Global Equity Fund 
Wellington Global Opportunities 
Arrowstreet Global Equity ACWI 

International Equity  
BlackRock ACWI ex US Index 

 

International Equity Fund 
Baillie Gifford ACWI ex US Growth 

Mondrian ACWI ex US Value  
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© MERCER 2016 9 

P E R F O R M A N C E  S C O R E C A R D  
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Source: Mercer Quarterly Target Date Fund Survey  (Q3 2016 including 53 TDFs) 
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F U N D  R E V I E W  
G O A L M A K E R  P E R F O R M A N C E  A S  O F  D E C E M B E R  3 1 ,  2 0 1 6  

• The GoalMaker Portfolios had competitive performance versus their benchmarks over the time periods 
evaluated ended December 31, 2016. 



© MERCER 2016 19 

F U N D  R E V I E W  
M A N A G E R  P E R F O R M A N C E  A S  O F  D E C E M B E R  3 1 ,  2 0 1 6  



© MERCER 2016 20 

F U N D  R E V I E W  
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A P P E N D I X   
 



© MERCER 2016 22 

N E T  P E R F O R M A N C E  A S  O F  D E C E M B E R  3 1 ,  2 0 1 6  
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M A N A G E R  U P D A T E S  
 

• Mercer met with Arrowstreet to review their ACWI strategy.  Mercer continues to have strong conviction in the strategy and maintained the 
“A” rating as a result of the meeting.   

•  Mercer met with BlackRock to review their passive equity strategies managed by the Americas Index Equity Portfolio Management team.  
We believe the team has the requisite skills, experience, and resources to effectively track equity market indices.  BlackRock is able to use its 
breadth and scale to lower costs and improve execution for clients.  We maintained the “A” rating as a result of the meeting.   

•  Mercer met with Brown’s director of research, Tim Hathaway, and reviewed the efforts Brown has done, or is considering, to strengthen the 
firms research process.  During the meeting, Brown noted they had adopted Bloomberg’s factor analytics to help it gain a richer appreciation 
for the effects that macro shocks might have on its strategies.  Additionally, Brown has hired an investigative researcher that is utilized to 
uncover insights and/or industry contacts not commonly developed by Brown’s fundamental research analysts.  We also learned from 
Hathaway that the firm had hired an outside firm to asses the behavioral biases of its portfolio managers.  As a result of the meeting, we 
maintained our “B+” rating on the strategy and believe that the firm is committed to enhancing its research.     

•  Delaware announced the hiring of John Leonard as the firm’s new Head of Equity.  Leonard was most recently the Head of Equity at UBS 
Asset Management and will join Delware effective March 3, 2017.  All Delaware equity portfolio managers will report directly to Leonard as a 
result of this announcement.  Mercer is not proposing any rating changes to the Delaware Large Cap Value strategy as a result of this 
announcement, as we believe Leonard is a strong fit for Delaware’s Head of Equity.   

• Mercer visited Delaware on-site at their Philadelphia office and reviewed their Large Cap Value strategy.  We continue to have conviction in 
the tenured and cohesive team led by Ty Nutt, a sound investment approach and the rigorous application of the investment discipline.  We 
also believe the highly collaborative process fosters multiple levels of accountability and forms the basis in constructing an equal-weighted, 
concentrated, low-turnover portfolio.  We maintained the “A” rating as a result of the meeting.   

•  Mercer met with Hotchkis & Wiley at their Los Angeles headquarters to review the Large Cap Fundamental Value strategy.  We continue to 
have a favorable view on the firm’s sector focused approach to research that fosters strong debate within the team.  We believe Hotchkis has 
a disciplined focus on exploiting attractively-valued companies experiencing short-term mispricing but have prospects for improving business 
fundamentals and healthy economic returns.  We maintained the “A (T)” rating as a result of the meeting.   
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M A N A G E R  U P D A T E S  ( C O N T I N U E D )   

• Mercer met with Boston Partners to review their Large Cap Value strategy at their Boston headquarters.  We continue to believe in the 
deep and experienced research team and the investment acumen of Mark Donovan and David Pyle.   The team has an unwavering focus 
on finding higher quality names trading at attractive valuations.  As a result of the meeting, we maintained an “A” rating on the strategy.    

•  Prudential officially announced the planned retirement of Executive Chairman of Prudential Fixed Income, James Sullivan, which was 
effective at the end of 2016.  Michael Lillard will succeed Sullivan as head of Prudential Fixed Income, while maintaining his role as Chief 
Investment Officer.  The role of Executive Chairman will cease to exist going forward.  Mercer is not recommending any rating changes 
as a result of this announcement, as Prudential clearly communicated the transition and we do not anticipate a meaningful impact on the 
management of the Core Plus strategy.   

•  Mercer met with TimesSquare at their New York headquarters to discuss their SMID Cap Growth strategy.  We continue to believe in 
the tenured and cohesive portfolio management team, along with their proven and repeatable investment process.  Even though the 
strategies short –term performance has been a bit challenged, it continues to be managed within our expectations.  We appreciate the 
value of Babyak and Rosenthal’s individual investment experience, as well as their time together managing the strategy.  As a result of 
the meeting, we maintained our “A” rating on the strategy.   

 

 



© MERCER 2016 25 

A P P E N D I X  -  D I S C L O S U R E S  
© 2017 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 

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. 

  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. 
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