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Chief Investment Officer’s Letter

Ronald D. Schmitz, Chief Investment Officer

P.O. Box 2500 • 1200 East Main Street
Richmond, Virginia 23218-2500

Toll-free: 1-888-VARETIR (827-3847) • TDD: 804-344-3190

October 21, 2016

To: Members of the Board of Trustees and Participants of the Virginia 
Retirement System

In many ways, the market conditions of fiscal year 2015 have continued throughout 
fiscal year 2016. Consumer spending and business investment remain positive but 
not robust. �e stock market continued its pattern of recent years in which investor 
sentiment rotated somewhat erratically between panic and relief. Multiple issues 
floated in and out of the minds of investors as the year progressed: fear of a Chinese 
hard landing, concern about an interest rate hike by the Federal Reserve and worries 
about a Eurozone break-up after Britain’s unexpected vote to leave the European 
Union. Uncertainty over the direction of the global economy was, and remains, 
high. Accordingly, global stock markets declined slightly for the fiscal year.

PERF ORM A NCE OV ER VIE W

�e VRS portfolio is positioned to provide diversification into a variety of assets 
beyond global stock markets. Accordingly, the total fund had a positive but modest 
year, rather than suffering the negative returns of global equities. �e fund returns 
for the year, as well as for longer-term periods, exceed the Board-selected benchmark 
as illustrated below.

 Annualized Return for Periods Ended June 30, 2016:

1 Year 3 Years 5 Years 10 Years 15 Years 20 Years 25 Years

VRS Total Fund 1.9% 7.3% 7.0% 5.6% 6.1% 7.4% 8.3%

Benchmark* 1.3% 6.6% 6.4% 5.1% 5.6% 6.9% 7.9%

* The benchmark is an asset class weighted set of indices based on the asset mix policy adopted by the Board 
of Trustees. Benchmarks are selected with the help of a third-party investment consultant who opines on the 
appropriateness of the benchmarks used in the program.
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As was the case last year, private market assets won the performance honors for most time 
periods. Real Assets were strong for fiscal year 2016 while the longer-term performance of 
Private Equity stood out as particularly strong. �e Investment-Grade Fixed Income portfolio 
had a strong year relative to stocks and even exceeded the performance of Public Equities 
over the 10 years ended June 2016, owing to the negative experience during the financial 
crisis of 2008-2009. Credit Strategies were modestly positive for the year while Public Equity 
and the Strategic Opportunities Portfolio were in negative territory for fiscal year 2016.

As can be seen in Figure 3.2 in this section, Public Equity returns for the year were -3.2% 
versus the program benchmark return of -3.5%. For the year, U.S. stocks turned in modestly 
positive results while non-U.S. developed and emerging markets sold off for the year ended 
June 30. 

Staff efforts resulted in the equity portfolio outperforming the benchmark for the year, 
mainly driven by good relative performance in international markets. Low volatility 
mandates – some managed internally – were a key driver of outperformance. Hedge funds 
performed poorly for the year. However, the hedge fund managers, collectively, have added 
value above their benchmark over all longer-term periods.

�e Fixed Income portfolio generated a strong 6.8% return, exceeding the benchmark by 
80 basis points. �e absolute level of return was driven by a continued drop in interest rates 
through the year (which causes bond prices to rise). �e strong relative performance versus 
the benchmark was driven by positive strategic sector allocation and security selection. �e 
long-term returns were also strong, relative to stocks and the benchmark.

Credit Strategies lagged the benchmark for the fiscal year due, in part, to its positioning in 
asset classes that we believe can provide better risk/return than the benchmark in the long 
run. �is positioning often causes the portfolio to perform differently than the benchmark 
in the short run. �e first half of the fiscal year saw credit spreads widen and interest rates 
rise. �ese changes caused negative portfolio returns but did allow for outperformance versus 
the benchmark. Conditions reversed in the second half of the year. We are disappointed in 
the short-term results, but remain confident with the longer-term outlook to produce good 
absolute and relative performance.

Real Assets returned 11.6% versus its benchmark of 11% for the fiscal year. On an absolute 
basis, the real estate component of the program benefited from strong returns in U.S. REITs 
(publicly traded Real Estate Investment Trusts) while international REITs hurt results. 
Privately held real estate (offices, apartments, etc.) benefited from capital inflows that caused 
prices to rise. Natural resources, particularly energy, detracted from the fiscal year 2016 
performance. As we look ahead, staff is cautious on its ability to post similar results going 
forward. �at said, real estate and more broadly defined real assets continue to be attractive 
relative to other asset classes.
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Private Equity generated a 6.6% return for the fiscal year versus a benchmark of -1.2%. 
Strength was seen across most segments of the portfolio with buyouts, growth and 
subordinated debt generating double-digit returns. Similar to the Real Assets portfolio, one 
negative area was energy, which lost approximately 34% of its value as the per barrel price 
of oil plummeted. Fiscal year 2016 marks the sixth year in a row where money coming back 
from managers exceeded cash draws for new investments. We are pleased that our partners 
are showing caution during the current high-price environment. Longer-term, Private Equity 
has generated double-digit returns and has been our best performing asset class.

�e Strategic Opportunities Portfolio (SOP) has two primary parts: private market 
partnerships and public, multi-asset accounts. �e private partnerships are performing well 
while the public market accounts are struggling collectively. �e public markets portfolio has 
been recently launched, and it contains a small number of managers. �erefore, individual 
manager underperformance has disproportionately hurt the portfolio versus what happens in 
a more mature, fully diversified portfolio. We will continue to build out the program so that 
individual managers no longer have an outsized effect on performance of this portion of the 
fund.

It should be mentioned that performance is not the only metric we use to measure success 
in the SOP. �is segment of the fund is intended to provide insights and information 
transfer with regard to management techniques, macroeconomics and market opportunities. 
Contributions in these areas are harder to measure, but we believe they will contribute to the 
success of the total fund. In these qualitative areas, we are quite pleased with the progress of 
the SOP. 

A DDITION A L T HOUGH TS

During fiscal year 2016, the Board of Trustees worked with staff and an outside consultant 
on a risk-tolerance project. �is exercise looked at both assets and liabilities over a longer-
term period. As a result of the study, the Board made a small change in the long-term policy 
portfolio. �e overall mix of stocks, bonds and real assets stayed the same. However, the 
equity portion of the fund will see a slight shift from publicly owned assets to privately 
owned assets. �e effect of this change is a slight increase in the expected return. �is comes 
with a slight increase in theoretical risk as well, though private market assets often exhibit less 
price volatility than public markets.

Looking at economic conditions, one cannot but feel a little concerned. Staff conducted a 
scenario analysis exercise that looked at symmetrical near-term shifts in projected inflation 
and economic growth. Given the historically high current asset valuations across all asset 
classes, this exercise indicated a negatively skewed outcome in which positive scenarios did 
not provide as strong an increase in returns as negative results caused price declines.
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Further, we studied a series of scenarios as defined by various external vendors. We refer to these 
as “story scenarios” as they involve a more nuanced backdrop and outcome in the markets than 
the simple symmetrical shifts. However, like the symmetrical shifts in the first exercise, the 
outcomes were negatively skewed – not just in the pattern of returns, but also in the likelihood of 
occurrence.

Given this exercise, the portfolio is positioned somewhat defensively as compared to the policy 
portfolio. We do not believe the returns will generate adequate compensation for taking 
additional risk at this point in the business cycle.

�e VRS Investment Staff continues to generate good performance and has added real dollars 
to the fund through its investment activity compared to passive alternatives. I am particularly 
pleased that this favorable performance extends across the board as all asset class teams have 
delivered added value over time.

Sincerely,

Ronald D. Schmitz 
Chief Investment Officer
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Investment Account

�e VRS Board of Trustees has fiduciary responsibility to invest the fund solely in the interest of the 
beneficiaries of the System. As established by the Code of Virginia, “the Board shall invest the assets of the 
Retirement System with the care, skill, prudence, and due diligence that a prudent person acting in a like 
capacity and familiar with such matters would use in the conduct of an enterprise of like character and with 
like aims.”

Benefit payments are projected to occur over a long period of time, allowing VRS to adopt a long-term 
investment horizon and asset allocation policy for the management of fund assets. Asset allocation policy 
is critical because it defines the basic risk and return characteristics of the VRS investment portfolio. Asset 
allocation targets are established using an asset-liability analysis designed to assist the Board in determining 
an acceptable volatility target for the fund and an optimal asset allocation policy mix. �e asset-liability 
analysis considers both sides of the VRS balance sheet in order to estimate the potential impact of various 
asset class mixes on key measures of total plan risk, including the resulting estimated impact on funded 
status and contribution rates.

�e Chief Investment Officer has been delegated authority by the Board to allocate the System’s investments 
within the approved asset allocation policy and within the Board-approved active risk budget. �e total fund 
active risk budget describes the degree of tolerance for yearly variation in the fund’s performance relative to 
the Total Fund VRS Custom Benchmark. �e primary risk measure used for this purpose is Total Fund 
Tracking Error, calculated as the standard deviation of the difference between the fund’s return and the 
return of the Total Fund VRS Custom Benchmark. From this measure, probability estimates can be derived 
to help the Board estimate the risk of underperforming the benchmark by certain margins.

�e investment staff manages the VRS portfolio on a day-to-day basis according to policies and guidelines 
established by the Board. �e staff manages assets on a direct basis and through outside investment 
managers. Managers employ both active and passive investment strategies. �e Board has established various 
performance benchmarks to serve as tools for measuring progress toward the achievement of long-term 
investment goals.

�e asset allocation mix of the VRS fund as of June 30, 2016, is shown in Figure 3.1:

T
he Investment Section provides detailed information regarding the structure of the 

investment portfolio. This information includes performance, asset allocations, portfolio 

highlights, a list of VRS’ money managers and public equity commissions for the fiscal year. 

The section also presents the System’s investment management fees and expenses and an 

investment summary. 
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F IGURE 3 .1 : ASSE T A L LOCATION MI X
AS O F  J U N E 3 0 ,  2 016

F IGURE 3 .2 : IN V ES T MEN T PERF ORM A NCE SUMM A RY
A N N UA L IZED DATA F O R T H E P ER I O D EN D I N G J U N E 3 0 ,  2 016

1 Year 3 Years 5 Years 10 Years

1. Total Fund
VRS  1.9% 7.3% 7.0% 5.6%
VRS Custom Benchmark1 1.3% 6.6% 6.4% 5.1%

2. Total Public Equity
 VRS  -3.2% 7.5% 7.1% 5.1%
 Custom Benchmark2  -3.5% 6.7% 6.3% 4.6%
 
3.  Total Investment-Grade Fixed Income
 VRS 6.8% 4.5% 4.2% 5.8%
 Custom Benchmark3  6.0% 4.1% 3.8% 5.3%

4. Total Credit Strategies
 VRS  1.2% 4.7% 5.2% 6.0%
 Custom Benchmark4  2.2% 4.7% 4.9% 5.2%

5. Total Real Assets
 VRS  11.6% 12.5% 12.0% 7.4%
 Custom Benchmark5  11.0% 10.9% 10.9% 7.2%

6. Total Private Equity
 VRS 6.6% 12.5% 12.0% 11.2%
 Custom Benchmark6  -1.2% 9.5% 11.0% 8.3%

7.  Total Strategic Opportunities
 VRS  -2.4% 0.8% n/a n/a
 Custom Benchmark7 0.2% 1.6% n/a n/a

Investment return calculations were prepared using a time-weighted return methodology based on market value, net of investment expenses.

  Public Equity
  32.3% Global Equity
 7.5% Equity Hedge Funds

  Investment-Grade Fixed 
Income

 17.6% Fixed Income

  Credit Strategies
 11.3% Credit
 3.5% Convertibles
 3.7% Emerging Market Debt

  Real Assets
 12.9% Real Assets

  Private Equity
 7.6% Private Equity 

  Strategic Opportunities
 1.7% Strategic Opportunities

  Cash
 1.9% Cash
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1 The VRS Custom Benchmark is a blend of the Asset Class Benchmarks at policy weights.
2  Effective July 2015, the Public Equity Custom Benchmark is a blend of the MSCI ACWI IMI with developed market currencies 50% hedged (net VRS tax 

rates) index (80%) and the Credit Suisse Equity Long/Short Broad Index (20%). 
3 Effective July 2014, the Investment-Grade Fixed Income Custom Benchmark consists of the Barclays Capital U.S. Aggregate Index.
4  Effective July 2012, the Credit Strategies Custom Benchmark is the weighted average of the Citigroup Broad Investment Grade Index (10%), 

the Bank of America Merrill Lynch BB-B Constrained Index (20%), the S&P Performing Loan Index (30%), the Emerging Market Debt Custom 
Benchmark (20%), and the Bank of America Merrill Lynch All U.S. Convertibles Index (20%). For the four years prior to July 2012, the risk-adjusted 
benchmark is the weighted average of the Bank of America Merrill Lynch U.S. High Yield BB-B Constrained Index and the Bank of America All 
Convertibles Index.

5  Effective July 2014, the Real Assets Custom Benchmark is the market value weighted blend of the Total Real Estate Benchmark, of which 85% is 
the NCREIF Private Real Estate Benchmark (ODCE Index (net) lagged by three months) and 15% is the Total REIT Benchmark (FTSE/EPRA/NAREIT 
Developed REIT Index) and the Other Real Assets Custom Benchmark (the CPI-U Index plus 400 basis points per annum lagged by three months) with 
modified benchmarking for Other Real Assets during the increased allocation period.

6  Effective July 2013, the Private Equity Custom Benchmark is the MSCI ACWI IMI with the Developed Market Currencies 50% Hedged customized for 
the VRS dividend withholding tax rates lagged by three months plus 250 basis points per annum with modified benchmarking during the increased 
allocation period.

7  Effective January 2015, the Strategic Opportunities Portfolio Custom Benchmark is the market value weighted average of the benchmarks of the 
mandates within the program.

Portfolio Highlights

PUBL IC EQUIT Y

�e market value of the Total Public Equity Program, including rebalance equity exposure, as of June 30, 
2016, was $27.1 billion, representing approximately 40% of the total fund. �e program is dominated by 
traditional strategies valued at $22.0 billion or 81.2%. �e program also employs equity-oriented hedge fund 
strategies valued at $5.1 billion or 18.8%. �e objective of the portfolio is to exceed the Custom Benchmark 
over longer-term periods, net of all costs. �e Custom Benchmark is comprised of 80% MSCI All Country 
World Index (ACWI) IMI with developed currencies 50% hedged and 20% Credit Suisse Equity Long/
Short Broad Index.

�e Traditional Public Equity portfolio had 51% invested in domestic equity and 49% in international 
equity. �ree percent was invested in passive strategies and 50% was managed internally. At fiscal year-end, 
the ACWI IMI benchmark was comprised of 53.3% of the MSCI U.S. Investible Market Index (IMI), 
36.2% of the MSCI World excluding U.S. IMI (50% hedged) and 10.5% in the MSCI Emerging IMI.

Traditional Public Equity versus the MSCI ACWI IMI strategic sectors and region weights are as follows:

F IGURE 3 .2 : IN V ES T MEN T PERF ORM A NCE SUMM A RY,  cont.
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F IGURE 3 . 3 : T R A DITION A L EQUIT Y CUS TOM BENCHM A RK SEC TORS A ND REGIONS

Strategic Sectors VRS MSCI ACWI IMI 

Consumer Discretionary  11.02%  12.57%
Consumer Staples  10.00%  10.20%
Energy  6.27%  6.61%
Financials  17.74%  20.27%
Health Care  12.57%  11.89%
Industrials  11.19%  11.29%
Information Technology  15.19%  14.70%
Materials  4.89%  5.30%
Telecommunication Services  5.65%  3.60%
Utilities  5.48%  3.57%

 100.00% 100.00%

Based on Barra’s classification of sectors and regions and excludes cash.

�e top 10 holdings in the Total Public Equity Program comprised 5.5% of the program at fiscal year-end. 
Six companies, Wells Fargo, Google, Comcast, JPMorgan Chase, Valeant and Allergan were replaced by 
Exxon Mobil, Roche Holding, AT&T, Facebook, Amazon and GlaxoSmithKline on this year’s schedule.

F IGURE 3 .4 : PUBL IC EQUIT Y – TOP 10 E X POSURES 
AS O F  J U N E 3 0 ,  2 016

Company Fair Value  Shares
 
 Johnson & Johnson  $ 216,914,725  1,788,250
 Apple Inc. 187,698,076  1,963,369
 Exxon Mobil Corp. 153,733,038  1,639,994
 Microsoft Corp. 153,253,536  2,994,988
 Verizon Communications  145,108,281  2,598,644
 Roche Holding AG 144,189,926  548,496
 AT&T Inc. 138,207,660  3,198,511
 Facebook Inc. 125,036,262  1,094,122
 Amazon.com Inc. 121,389,189  169,628
 GlaxoSmithKline PLC 117,155,926  4,819,383

Aggregated various share classes based on parent company.

Regions  VRS  MSCI ACWI IMI 

North America  55.17%  56.58%
Europe/Middle East/Africa  23.30%  22.48%
Asia Pacific  20.15%  19.61%
Latin and South America  1.38%  1.33%

 100.00% 100.00%
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F I X ED INCOME

VRS invests a portion of its portfolio in fixed 
income investments to reduce total fund volatility, 
produce income and provide for some protection in 
the event of a deflationary environment. �e market 
value of the Fixed Income Program as of June 30, 
2016, was $12.0 billion, representing 17.6% of the 
total fund.

�e Fixed Income Program is internally invested in 
a diversified portfolio of high-quality assets, such 
as government securities, corporate securities and 
mortgage-backed securities. �e objective of the 
program is to exceed the return of the Barclay’s U.S. 
Aggregate Index, while staying in compliance with 
risk limits. For fiscal year 2016, the return of the 
program was 6.8% versus a return of 6.0% for the 
benchmark.

F IGURE 3 .5 : F I X ED INCOME POR T F OL IO BY 
SEC TOR A L LOCATION 
AS O F  J U N E 3 0 ,  2 016

33.2% Government
33.2% Credit
32.7% Securitized
0.9% Opportunistic

F IGURE 3 .6 : F I X ED INCOME POR T F OL IO BY  
CREDIT QUA L IT Y BRE A K DOW N
AS O F  J U N E 3 0 ,  2 016
Source: Moody’s Credit Rating Service

65.5% Aaa
5.3% Aa
8.9% A
17.4% Baa
1.0% Below Baa
1.9% Not Rated

F IGURE 3 .7: F I X ED INCOME – TOP 10 HOL DINGS BY M A RK E T VA LUE
AS O F  J U N E 3 0 ,  2 016

Security Par Value Fair Value

 TREASURY NOTE 192,000,000 198,292,985

TREASURY NOTE 122,375,000 126,719,935

 TREASURY NOTE 115,000,000 115,685,621

 TREASURY BOND 103,800,000 115,209,726

 FHLMC MBS 108,243,260 112,768,595

 TREASURY NOTE 103,000,000 105,538,990

 TREASURY NOTE 95,000,000 95,630,891

 TREASURY NOTE 95,000,000 95,482,697

 TREASURY NOTE 90,000,000 90,565,302

 FHLMC BOND 57,565,000 90,553,510
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SHOR T-T ERM IN V ES T MEN TS

Generally, VRS desires to remain fully invested 
at all times and seeks to minimize its holdings of 
cash investments. Temporary cash balances are 
invested in short-term money market instruments 
with the goal of maintaining high credit quality and 
liquidity.

PRIVAT E EQUIT Y

VRS invests in private equity to achieve returns 
greater than those available in the public 
equity markets. Specifically, the program seeks 
to outperform the Morgan Stanley Capital 
International – All Country World Index (MSCI 
ACWI) by 2.5% per year. Program returns are 
calculated on both a time-weighted basis and a 
dollar-weighted or internal rate-of-return (IRR) 
basis. On a time-weighted basis, the program return 
for fiscal year 2016 was 6.6%. On a dollar-weighted 
or IRR basis, the private equity one-year return was 
6.4% as of March 31, 2016.

As of June 30, 2016, the carrying value of the 
program was approximately $5.2 billion. Most of 
the program is invested in limited partnerships. 
Sectors in which the program invests include 
leveraged buyouts, venture capital, growth, sub-
debt, turnaround, energy and special situations.

�e Private Equity Program’s market value by 
subclass was as follows:

F IGURE 3 .8 : PRIVAT E EQUIT Y PROGR A M
AS O F  J U N E 3 0 ,  2 016

RE A L ASSE TS
A portion of the VRS portfolio is invested in real 
assets to help diversify the total fund by providing 
exposure to asset classes and sectors that offer low 
historical correlations with the public markets 
and with the additional objectives of generating 
competitive risk-adjusted returns, significant 
operating cash flows and inflation linkages. �e 
portfolio continued to grow in fiscal year 2016, 
producing an 11.6% return and outperforming 
the benchmark by 60 basis points. �e private real 
estate portfolio delivered a 13.2% return while the 
real estate investment trusts (REITs) produced a 
total return of 10.8%. Investments in infrastructure, 
natural resources, timberland and farmland 
produced a 5.6% return for the fiscal year.

�e percentage of the total fund represented by the 
real assets portfolio increased over the course of the 
year from 11.4% to 12.9%, due primarily to new 
fundings as well as asset income and appreciation. 
At fiscal year-end, the portfolio was composed of 
approximately 67.1% private real estate, 12.0% 
REITs, 12.3% infrastructure, 5.5% timberland, 
2.8% energy and mining and .3% farmland. 
Portfolio leverage as a percentage of total real assets 
was 29.9% as of June 30, 2016.

F IGURE 3 .9 : RE A L ASSE TS BY SEC TOR
AS O F  J U N E 3 0 ,  2 016

 61% Buyouts
 16% Special Situations
 9% Growth
 5% Energy
 5% Turnaround
 2% Venture Capital
 2% Sub-Debt

 21% Apartments   
 18% Office
 17% Retail
 11% Industrial
 11% Infrastructure
 9% Other
 6% Timberland
 3% Hotel
 3% Energy and Mining
 1% Farmland
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FIGURE 3.10: REAL ASSETS BY GEOGRAPHIC REGION
AS O F  J U N E 3 0 ,  2 016

CREDIT S T R AT EGIES

VRS allocates a portion of the portfolio to credit-
related investments. �e Credit Strategies program 
provides an alternative arena for generating 
attractive returns for the plan. �e objective of the 
program is to provide attractive returns relative to 
the Custom Credit Strategies benchmark. For the 
fiscal year, the program returned 1.2%, while the 
program’s custom benchmark returned 2.2%.

F IGURE 3 .11 : CREDIT S T R AT EGIES PROGR A M
AS O F  J U N E 3 0 ,  2 016

CURRENCY

VRS has currency risk due to its investments in 
non-dollar denominated assets. To help control 
this risk, VRS has a Currency Program that 
uses a combination of internal hedging strategies 
and external managers. �e external currency 
management part aims to lower overall Fund 
volatility and provide diversified alpha across the 
Fund. Investments include constrained positions 
in developed and emerging market currencies. �e 
currency positions are typically traded on a forward 
basis and thus no capital is necessary at the time 
of the trade. At forward settlement date, gains and 
losses are received/paid out against a notional value. 
�e current notional value, as of June 30, 2016, was 
$1.4 billion. For the fiscal year, it returned 1.5% 
versus a zero benchmark.

S T R AT EGIC OPPOR T UNITIES POR T F OL IO

�e Board of Trustees approved the Strategic 
Opportunities Portfolio on January 1, 2013, to 
manage strategies that staff believes would add 
value to the total fund but would otherwise not fit 
in individual program mandates or benchmarks. As 
of June 30, 2016, the portfolio had a market value 
of $1.1 billion and was invested in two multi-asset 
class public investments funds and two multi-asset 
class private investments funds. During the fiscal 
year, it returned -2.4% against the program’s custom 
benchmark, which returned 0.2%.

MORE INF ORM ATION

A complete list of the investment portfolio is 
available upon request. Address requests to the VRS 
FOIA Coordinator, Virginia Retirement System, 
P.O. Box 2500, Richmond, VA 23218-2500. More 
information is available at www.varetire.org/legal/
foia.asp. 

 82% USA
 8% Europe
 6% Asia
 4% Other

35% Non-Rate Sensitive
26% Rate Sensitive
20% Emerging Markets Debt
19% Convertible Securities
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VRS Money Managers

�e diversified investment structure as of June 30, 2016, is reflected in the following tables, which list VRS 
managers by investment program and style.

PUBLIC EQUITY MONEY MANAGERS 

External Managers – Top 10 Managers Style Description

Acadian Asset Management  Emerging, Non-U.S. Small
Ariel  Global
Arrowstreet Capital  Global
Baillie Gifford  Global
Epoch Global
J.P. Morgan  U.S. Large Cap
LSV Asset Management  Global, Non-U.S. Small
Nordea  Emerging, Global
Select  U.S. Small Cap
TimesSquare U.S. Small Cap

Internal Portfolios  Style Description

Afton  U.S. Small
Matoaka  Non-U.S. Large
Mobjack  U.S. Large
Piedmont  Non-U.S. Large
Potomac U.S. Large 
Tuckahoe Emerging 
VRS Energy Overlay Global Energy   

Top 10 Equity Hedge Funds  Style Description

Blue Ridge, LP  Long/Short
Cevian  Activist
Glenhill Capital  Long/Short
Kylin  Long/Short
Lansdowne Partners  Long/Short
Maverick Capital  Long/Short
New Mountain Capital  Long/Short
Select – Cooper Square Long/Short
Theleme  Long/Short
ValueAct Capital Activist

FIXED INCOME

Internal Portfolios Style Description

VRS Securitized  Mortgage and other Asset-Backed Securities
VRS Credit  High-Quality Corporates
VRS Government Treasuries, Agencies and other Government-Related
VRS Fixed Income Opportunistic  Various Fixed Income Related Assets
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PRIVATE EQUITY – TOP 10 MANAGERS Style Description

Grosvenor  Customized Separate Account
Apax Partners Buyout
TPG Partners Buyout 
Hellman and Friedman Buyout
TA Associates Growth
Nordic Capital Buyout
Littlejohn & Co. Turnaround
Olympus Partners Buyout
Charterhouse Capital Buyout
Natural Gas Partners  Energy

CREDIT STRATEGIES – TOP 10 MANAGERS Style Description

Advent Capital Convertibles
Beach Point Capital Management Distressed, Leveraged Loans, Opportunistic
BlueBay Asset Management Emerging Markets Debt
J.P. Morgan  High-Yield
Oaktree Capital Management Convertibles, Distressed, High-Yield, Mezzanine
Pacific Investment Management Company Emerging Markets Debt, High-Yield
Payden & Rygel Emerging Markets Debt
Prudential High-Yield, Investment Grade, Mezzanine
Solus Hedge Fund, Opportunistic
Zazove Associates Convertibles 

STRATEGIC OPPORTUNITIES PORTFOLIO Style Description

AQR Multi-Asset Class Public Investments
Bridgewater Multi-Asset Class Public Investments
Carlyle Multi-Asset Class Private Investments
KKR Multi-Asset Class Private Investments

CURRENCY Style Description

FDO  Developed and Emerging
First Quadrant   Developed

REAL ASSETS – TOP 10 MANAGERS  Style Description

AmCap Incorporated Core Real Estate
Blackstone Real Estate Partners  Core, Enhanced Core, Opportunistic Real Estate & REITs
Clarion Partners  Enhanced Core Real Estate
Industry Funds Management  Global Infrastructure
J.P. Morgan Asset Management, Inc.  Core Real Estate
LaSalle Investment Management  Core & Opportunistic Real Estate
Morgan Stanley    Core, Enhanced Core, Opportunistic Real Estate, International REITs 

& Global Infrastructure
PGIM Core & Enhanced Core Real Estate
Pritzker Realty Group Opportunistic Real Estate
VRS – Internal Equity Management U.S. REITs
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Public Equity Commissions
AS O F  J U N E 3 0 ,  2 016

Broker Commission

Merrill Lynch International London Equities  $ 1,478,680.97
Credit Suisse, New York (CSUS)  $ 1,266,432.52
National Financial Services Corp., New York $ 753,709.10
Goldman Sachs & Co., New York $ 592,681.94
Merrill Lynch Pierce Fenner & Smith Inc.,  
 New York $ 554,987.91
Deutsche Bank Securities, Inc., New York  
 (NWSCUS33) $ 485,333.72
Morgan Stanley & Co., Inc., New York $  274,978.35
Loop Capital Markets, Jersey City $ 268,491.32
Instinet Europe Limited, London $ 267,191.26
Citigroup Global Markets, Inc., New York $ 229,152.37
UBS Securities LLC, Stamford $ 218,581.62

Sanford C. Bernstein & Co., New York $ 145,277.79
Merrill Lynch Pierce Fenner & Smith Inc.,  
 Wilmington $ 124,490.44
ITG Inc., New York $ 111,365.29
HSBC Bank PLC (Midland Bank)(JAC), London $  110,457.27
Investment Technology Group, New York  $ 105,738.96
J.P. Morgan Secs., Ltd., London $ 104,606.70
SG Americas Securities LLC, New York $ 101,135.15
Weeden & Co., New York  $ 100,699.51
Other Brokers  $ 2,738,141.27 

Total FY 2016 $ 10,032,133.46 

SCHEDUL E OF IN V ES T MEN T E X PENSES    
F O R T H E Y E A R EN D ED J U N E 3 0 ,  2 016  (E X P R E S S E D I N T H O U S A N D S)

Assets Under Management Management Fees and Expenses

External Asset Management:
 Public Equity Managers $ 10,654,764  $ 56,526 

Fixed Income Managers   2,450,993   977 
 Credit Strategies Managers  11,502,066  51,008 
 Real Asset Managers  8,872,597   87,469 
 Private Equity Managers  5,240,073   75,880 
 Hedge Fund Managers  6,026,861    81,873 
 Strategic Opportunity Portfolio  1,384,026   8,882 
 Currency Managers*  –     2,498  

Total External Management Fees  46,131,380   365,113  

Internal Management  22,349,691         29,205  

Miscellaneous Fees and Expenses:
 Custodial Fees  –     4,500 
 Legal Fees  –    715 
 Other Fees and Expenses  –    466  

Total Miscellaneous Fees and Expenses  –  5,681 

Total Defined Benefit Investment Expenses  $ 68,481,071   $ 399,998  

Total Defined Contribution Investment Expenses**  73,913    1,441  

Total  $ 68,554,984   $ 401,440  

* The fees related to the Active Currency Overlay Program are based on the manager’s notional account values. The notional value of the account  
at June 30, 2016, was $1.4 billion.

** Administrative expense related to Hybrid Retirement Plan record-keeping feels.

Broker Commission
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Investment Summary: Defined Benefit Plans 

In accordance with Section 51.1-124.31 of the Code of Virginia (1950), as amended, the Board of Trustees 
has pooled substantially all defined benefits plan assets of the Virginia Retirement System, the State Police 
Officers’ Retirement System, the Virginia Law Officers’ Retirement System, the Judicial Retirement System, 
the Group Life Insurance Fund, the Retiree Health Insurance Credit Fund, the Virginia Sickness and 
Disability Trust Fund, the Line of Duty Trust Fund, the Virginia Local Disability Program and other assets 
of the System into a common investment pool. �e common investment pool of the pension trust funds and 
other employee benefit trust funds held the following composition of investments at June 30, 2016 and 2015: 

(EXPRESSED IN THOUSANDS)

2016  Percent of 2015 Percent of
 Fair Value Total Value  Fair Value Total Value

Bonds and Mortgage Securities: 
 U.S. Government and Agencies $ 4,200,844  6.10% $ 4,576,496  6.72%
 Mortgage Securities  3,521,350  5.11%  3,496,782  5.13%
 Corporate and Other Bonds  13,084,085  19.00%  12,933,907  18.99%

Total Bonds and Mortgage Securities  20,806,279  30.21%  21,007,185 30.84%

Common and Preferred Stocks  21,219,259  30.82%  23,686,079 34.77%

Index and Pooled Funds
 Equity Index and Pooled Funds  8,481,970  12.32%  6,978,380  10.24%
 Fixed Income Commingled Funds  1,179,229  1.71%  745,010  1.09%

Total Index and Pooled Funds  9,661,199  14.03%  7,723,390  11.34%

Real Estate  
 Private Real Estate  7,666,278  11.13%  6,983,580  10.25%

Private Equity  9,053,853  13.15%  8,154,219  11.97%

Short-Term Investments 
 Treasurer of Virginia – LGIP Investment Pool  306,874  0.45%  283,998  0.42%
 TBC Pooled Employee Trust Fund  64,709 0.09%  222,015  0.33%
 Foreign Currencies  74,203  0.11%  66,368  0.10%

Total Short-Term Investments  445,787  0.65%  572,381  0.84%

Total Investments $ 68,852,655  100.00% $ 68,126,834  100.00%
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Description of Hybrid Defined Contribution Plan

Defined contribution plan assets for Hybrid Retirement Plan members are maintained in two separate 
accounts. �e Hybrid 401(a) account contains the hybrid plan member and employer mandatory 
contributions and the employer match on the voluntary member contributions. �e Hybrid Deferred 
Compensation Plan (457) contains the hybrid plan member’s voluntary member contributions. �e schedule 
below shows the assets in each investment option and the accumulated plan assets in each option.

H Y BRID PA R TICIPA N T ACCOUN T PL A N ASSE TS BY F UND OP TION 
AS O F  J U N E 3 0 ,  2 016

Fund Name Hybrid 401(a) Hybrid 457 Total

Retirement Portfolio  $  700,926   $ 208,370   $ 909,296 
Target Date 2020 Portfolio  2,601,847   871,650   3,473,497 
Target Date 2025 Portfolio  3,895,395   1,296,348   5,191,743 
Target Date 2030 Portfolio  4,949,869   1,491,645   6,441,514 
Target Date 2035 Portfolio  5,866,607   2,090,217   7,956,824 
Target Date 2040 Portfolio  5,922,973   1,924,686   7,847,659 
Target Date 2045 Portfolio  6,952,499   1,907,299   8,859,798 
Target Date 2050 Portfolio  9,054,303   2,022,915   11,077,218 
Target Date 2055 Portfolio  14,826,146   1,917,190   16,743,336 
Target Date 2060 Portfolio  1,092,008   134,505   1,226,513 
Money Market Fund  359,130   58,348   417,478 
Stable Value Fund  118,325   159,223   277,548 
Bond Fund  87,381   92,560   179,941 
Inflation-Protected Bond Fund  20,641   23,219   43,860 
High-Yield Bond Fund  59,154   78,829   137,983 
Stock Fund  818,250   823,792   1,642,042 
Small/Mid-Cap Stock Fund  357,610   362,712   720,322 
International Stock Fund  151,176   155,219   306,395 
Emerging Markets Stock Fund  96,014   86,610   182,624 
Global Real Estate Fund  133,446   126,450   259,896 
VRS Investment Portfolio – Interim Account  4,040   218   4,258 
VRS Investment Portfolio  10,880   266   11,146 
Self-Directed Brokerage  –  2,189   2,189 

 Total Plan Assets  $ 58,078,620   $ 15,834,460   $ 73,913,080  
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Description of Defined Contribution Plan Investment Options

Participants with the System’s Hybrid Retirement Plan benefit structure have access to a number 
of core investment options for their Defined Contribution Plan contributions. �ese options are 
intended to provide participants with a variety of investment choices while controlling the costs 
associated with those choices. In addition to the option-specific annual operating expense detailed 
in the Investment Option Performance Summary, participants pay an annual record-keeping fee 
of $30.50 that is deducted from their accounts on a month basis (approximately $2.54 per month). 
Participants with multiple accounts in the Plan pay only one annual fee of $30.50. At June 30, 2016, 
the plans provided the following core investment options to plan participants.

DO-IT-FOR-ME FUNDS

Retirement Portfolio: Seeks to provide for retirement outcomes consistent with investor preferences 
throughout the savings and drawdown phase based on quantitatively measured risks that investors, 
on average, may be willing to accept. In pursuit of that object, the portfolio will be broadly 
diversified across global asset classes.

U.S. Bonds–51.1%   U.S. Large-Cap Stocks–19.7%   International Stocks–11.1% 
U.S. Inflation-Index Bonds–8.8%   U.S. Small/Mid-Cap Stocks–5.1% 

Commodities–3.7%   Developed Real Estate–0.5%

Target Date 2020 Portfolio: Seeks to provide for retirement outcomes consistent with investor preferences 
throughout the savings and drawdown phase based on quantitatively measured risk that investors, 
on average, may be willing to accept. In pursuit of that objective, the portfolio will be broadly 
diversified across global asset classes, with asset allocations becoming more conservative over time.

U.S. Bonds–42.1%   U.S. Large-Cap Stocks–23.9%   International Stocks–14.7% 
U.S. Inflation-Index Bonds–6.8%   U.S. Small/Mid-Cap Stocks–5.8% 

Commodities–3.8%   Developed Real Estate–2.9%

Target Date 2025 Portfolio: Seeks to provide for retirement outcomes consistent with investor preferences 
throughout the savings and drawdown phase based on quantitatively measured risk that investors, 
on average, may be willing to accept. In pursuit of that objective, the portfolio will be broadly 
diversified across global asset classes, with asset allocations becoming more conservative over time.

U.S. Bonds–32.3%   U.S. Large-Cap Stocks–28.4%   International Stocks–18.4% 
U.S. Small/Mid-Cap Stocks–6.4%   Developed Real Estate–5.4% 

U.S. Inflation-Index Bonds–5.2%   Commodities–3.9%

Target Date 2030 Portfolio: Seeks to provide for retirement outcomes consistent with investor preferences 
throughout the savings and drawdown phase based on quantitatively measured risk that investors, 
on average, may be willing to accept. In pursuit of that objective, the portfolio will be broadly 
diversified across global asset classes, with asset allocations becoming more conservative over time.

U.S. Large-Cap Stocks–32.5%   U.S. Bonds–23.4%   International Stocks–21.9% 
Developed Real Estate–7.7%   U.S. Small/Mid-Cap Stocks–6.9%  

Commodities–4.0%   U.S. Inflation-Index Bonds–3.6%
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Target Date 2035 Portfolio: Seeks to provide for retirement outcomes consistent with investor preferences 
throughout the savings and drawdown phase based on quantitatively measured risk that investors, 
on average, may be willing to accept. In pursuit of that objective, the portfolio will be broadly 
diversified across global asset classes, with asset allocations becoming more conservative over time.

U.S. Large-Cap Stocks–36.5%   International Stocks–25.2%   U.S. Bonds–14.7% 
Developed Real Estate–10.1%   U.S. Small/Mid-Cap Stocks–7.5%   

Commodities–4.0%   U.S. Inflation-Index Bonds–2.1%

Target Date 2040 Portfolio: Seeks to provide for retirement outcomes consistent with investor preferences 
throughout the savings and drawdown phase based on quantitatively measured risk that investors, 
on average, may be willing to accept. In pursuit of that objective, the portfolio will be broadly 
diversified across global asset classes, with asset allocations becoming more conservative over time.

U.S. Large-Cap Stocks–39.6%   International Stocks–28.2% 
Developed Real Estate–12.1%   U.S. Small/Mid-Cap Stocks–8.2% 

U.S. Bonds–6.9%   Commodities–4.2%   U.S. Inflation-Index Bonds–0.8%

Target Date 2045 Portfolio: Seeks to provide for retirement outcomes consistent with investor preferences 
throughout the savings and drawdown phase based on quantitatively measured risk that investors, 
on average, may be willing to accept. In pursuit of that objective, the portfolio will be broadly 
diversified across global asset classes, with asset allocations becoming more conservative over time.

U.S. Large-Cap Stocks–40.7%   International Stocks–30.1% 
Developed Real Estate–13.8%   U.S. Small/Mid-Cap Stocks–8.8% 

Commodities–4.3%   U.S. Bonds–2.1%   U.S. Inflation-Index Bonds–0.2%

Target Date 2050 Portfolio: Seeks to provide for retirement outcomes consistent with investor preferences 
throughout the savings and drawdown phase based on quantitatively measured risk that investors, 
on average, may be willing to accept. In pursuit of that objective, the portfolio will be broadly 
diversified across global asset classes, with asset allocations becoming more conservative over time.

U.S. Large-Cap Stocks–40.8%   International Stocks–30.7%   Developed Real Estate–14.2% 
U.S. Small/Mid-Cap Stocks–9.0%   Commodities–4.3%   U.S. Bonds–1.0%

Target Date 2055 Portfolio: Seeks to provide for retirement outcomes consistent with investor preferences 
throughout the savings and drawdown phase based on quantitatively measured risk that investors, 
on average, may be willing to accept. In pursuit of that objective, the portfolio will be broadly 
diversified across global asset classes, with asset allocations becoming more conservative over time.

U.S. Large-Cap Stocks–40.8%   International Stocks–30.7%   Developed Real Estate–14.2% 
U.S. Small/Mid-Cap Stocks–9.0%   Commodities–4.3%   U.S. Bonds–1.0%
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Target Date 2060 Portfolio: Seeks to provide for retirement outcomes consistent with investor preferences 
throughout the savings and drawdown phase based on quantitatively measured risk that investors, 
on average, may be willing to accept. In pursuit of that objective, the portfolio will be broadly 
diversified across global asset classes, with asset allocations becoming more conservative over time.

U.S. Large-Cap Stocks–40.8%   International Stocks–30.7%   Developed Real Estate–14.2%    
U.S. Small/Mid-Cap Stocks–9.0%   Commodities–4.3%   U.S. Bonds–1.0%

HELP-ME-DO-IT FUNDS

Money Market Fund: Seeks to provide a high level of current income as is consistent liquidity and 
stability of principal.

Government Agency Debt–59.4%   Treasury Repurchase Agreements–23.5% 
Government Agency Repurchase Agreements–15.8%   Treasury Debt–1.3% 

Stable Value Fund: Seeks to provide safety of principal while earning a reasonable level of interest 
income consistent with an underlying portfolio of short to intermediate duration high-quality fixed-
income (bond) securities, and liquidity to accommodate participant transactions.

Transamerica Premier life Insurance Company–25.6%   State Street Bank and Trust Company–24.2% 
Voya Life Insurance and Annuity Company–21.8%   Royal Bank of Canada–18.4%   Money Market–10.0%

Bond Fund: Seeks to track the performance of the Barclays Aggregate Bond Index. �e Index is an 
unmanaged index that represents the broad U.S. investment grade bond market and is comprised 
of U.S. treasury securities, government agency bonds, corporate bonds, mortgage-backed securities, 
asset-backed securities and a small amount of foreign bonds traded in the U.S.

Treasury–36.8%   Mortgages–27.2%   Industrials–15.4%   Financials–7.8% 
Non-U.S. Credit–4.7%   Agencies–2.1%   Utilities–1.9%   CMBS–1.6% 

Cash–0.9%   Taxable Municipals–0.9%   Asset-Backed Securities–0.5%   Hybrid ARM–0.2% 

Inflation-Protected Bond Fund: Seeks to track the performance of the Barclays U.S. Treasury Inflation-
Protected Securities Index. �e Index is an unmanaged index that represents the U.S. Treasury 
Inflation-Protection Securities (TIPS) market. �e index includes investment-grade TIPS with one or 
more years to final maturity.

U.S. Treasury–100.0%
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High-Yield Bond Fund: Seeks to achieve returns that exceed, over time, its benchmark, the Bank of 
America (BofA) Merrill Lynch U.S. High-Yield BB-B Rated Constrained Index. �e Index is an 
unmanaged index of BB-B rated securities that caps any single issuer exposure to 2.00%. �e index 
is indicative of the higher quality high-yield bond market.

Communications–25.6%   Consumer Non-Cyclical–18.3%   Consumer Cyclical–14.2% 
Technology–11.9%   Energy–8.3%   Capital Goods–7.7%   Basic Industry–4.4% 

Financial/REIT–3.1%   Other Industrial–2.6%   Transportation–1.9%   Other/Cash–1.3%   Utilities–0.7%   

Stock Fund: Seeks to track the performance of the Standard & Poor’s 500 Index. �e Index is an 
unmanaged index that represents the broad large capitalization U.S. stock market and is comprised 
of 500 widely held U.S. stocks chosen by Standard & Poor’s.

Information Technology–19.8%   Financials–15.7%   Health Care–14.7%   Consumer Discretionary–12.3% 
Consumer Staples–10.6%   Industrials–10.2%   Energy–7.4%  

Utilities–3.6%   Telecommunications Services–2.9%    Materials–2.8%   

Small/Mid-Capitalization Stock Fund: Seeks to track the performance of the Russell 2500 Index. �e 
Index is an unmanaged index that represents the broad middle to smaller capitalization U.S. stock 
market.

Financials–26.3%   Information Technology–14.8%   Industrials–14.7% 
Consumer Discretionary–13.2%   Health Care–11.3%   Materials–5.9%   Utilities–5.0% 

Energy–4.4%   Consumer Staples–3.6%   Telecommunication Services–0.8%

International Stock Fund: Seeks to track the performance of the Morgan Stanley Capital International 
World ex-U.S. (MSCI World ex-U.S.) Index. �e Index is an unmanaged index that is comprised of 
foreign stocks representing companies located in Canada and in developed countries across Western 
Europe and the Pacific Rim.

Financials–23.9%   Industrials–12.8%   Consumer Staples–12.6%   Consumer Discretionary–11.6% 
Health Care–11.3%   Materials–7.4%   Energy–6.7% 

Information Technology–5.1%   Telecommunication Services–4.9%   Utilities–3.7%
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Emerging Markets Stock Fund: Seeks to track the performance of the Morgan Stanley Capital 
International Emerging Markets (MSCI Emerging Markets) Index. �e Index is an unmanaged 
index that is comprised of foreign stocks representing companies located in 26 emerging markets.

Financials–25.9%   Information Technology–22.6%   Consumer Discretionary–10.5%   Energy–7.5% 
Consumer Staples–8.5%   Telecommunication Services–6.6%   Industrials–6.2% 

Materials–6.3%   Utilities–3.2%   Health Care–2.7%

Global Real Estate Fund: Seeks to track the performance of the FTSE EPRA/NAREIT Developed 
Index. �is Index is an unmanaged index which is designed to reflect the performance of listed real 
estate companies worldwide including the U.S.

Retail REITs–24.6%   Office REITs–11.3%   Diversified REITs–10.9% 
Specialized REITs–9.6%   Residential REITs–9.5%   Diversified Real Estate Activities–8.6% 
Real Estate Operating Companies–7.6%   Health Care REITs–7.0%   Industrial REITs–5.6% 
Hotel & Resort REITs–3.0%   Real Estate Development–1.9%   Health Care Facilities–0.2%  

Hotel Resorts & Cruise Lines–0.1%   Asset Management & Custody Banks–0.1%   

VRS Investment Portfolio (VRSIP): Seeks to maximize return while managing risk within an acceptable 
range. Due to the long-term nature of the defined benefit plan’s liabilities, the horizon for investment 
decisions is generally defined as 10 years or longer.

Public Equity–39.9%   Credit Strategies–18.4%   Fixed Income–17.6% 
Real Assets–12.9%   Private Equity–7.6%   Cash–1.9%   Strategic Opportunities–1.7%

DO-IT-MYSELF FUNDS

Self-Directed Brokerage Account (SDBA): Allows investors to select from thousands of publicly-traded 
mutual funds, exchange-traded funds (ETFs) and individual securities in addition to the available 
core investment options. �e SDBA option is offered through TD Ameritrade. �e SDBA option 
is for knowledgeable investors who acknowledge and understand the risks and costs associated with 
the investments contained in this option. In addition to the annual recordkeeping fee and operating 
expenses, this option is subject to transaction fees charged by TD Ameritrade and investment 
management related fees and expenses for the funds or investments selected. ICMA-RC charges a 
$50 setup fee when a member establishes a SDBA and deducts the fee from the member’s ICMA-RC 
account.
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Investment Option Performance Summary: 
Defined Contribution Plans
AS O F  J U N E 3 0 ,  2 016   (R E T U R N S G R E AT ER T H A N O N E Y E A R A R E A N N UA L IZED)

DO-IT-FOR-ME PATH: TARGET DATE PORTFOLIOS
Total Annual

Operating Expenses

    10 Years
 Inception    or Since  Per
Investment Options Date 1 Year 3 Years 5 Years Inception As a % $1,000

Retirement Portfolio2 08/01/05 2.54% 4.87% 4.83% 5.32% 0.08% $0.80 
Custom Benchmark1  2.53% 4.85% 4.80% 5.31%  

Target Date 2020 Portfolio2 08/01/05 1.88% 5.44% 5.32% 5.07% 0.08% $0.80 
Custom Benchmark1  1.83% 5.39% 5.29% 5.05%  

Target Date 2025 Portfolio2 07/05/06 1.26% 5.73% 5.62% 5.13% 0.08% $0.80 
Custom Benchmark1  1.23% 5.67% 5.58% 5.09%  

Target Date 2030 Portfolio2 08/01/05 0.70% 5.98% 5.88% 5.08% 0.08% $0.80 
Custom Benchmark1  0.62% 5.88% 5.81% 5.04%  

Target Date 2035 Portfolio2 07/05/06 0.14% 6.15% 6.10% 5.09% 0.08% $0.80 
Custom Benchmark1  0.04% 6.06% 6.00% 5.02%  

Target Date 2040 Portfolio2 08/01/05 -0.41% 6.31% 6.26% 5.02% 0.08% $0.80 
Custom Benchmark1  -0.53% 6.20% 6.15% 4.94%  

Target Date 2045 Portfolio2 07/05/06 -0.70% 6.51% 6.44% 4.99% 0.08% $0.80 
Custom Benchmark1  -0.84% 6.38% 6.33% 4.93%  

Target Date 2050 Portfolio2 09/30/07 -0.76% 6.72% 6.62% 3.33% 0.09% $0.90 
Custom Benchmark1  -0.92% 6.60% 6.51% 3.23%  

Target Date 2055 Portfolio2 05/19/10 -0.78% 6.92% 6.91% 9.41% 0.09% $0.90 
Custom Benchmark1  -0.92% 6.80% 6.75% 9.33%  

Target Date 2060 Portfolio2 11/17/14 -0.71% N/A N/A 0.78% 0.09% $0.90 
Custom Benchmark1  -0.92% N/A N/A 0.60%  
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HELP-ME-DO-IT PATH: INDIVIDUAL OPTIONS
Total Annual

Operating Expenses

    10 Years
 Inception    or Since  Per
Investment Options Date 1 Year 3 Years 5 Years Inception As a % $1,000

Money Market Fund 11/01/99 0.18% 0.06% 0.08% 1.16% 0.10% $1.00 

Benchmark: Barclays 3-Month  
 Treasury Bill Index  0.21% 0.11% 0.10% 1.08%  
Yield as of June 30, 2016  
 was 0.36%             

Stable Value Fund 02/01/95 1.59% 1.53% 1.86% 2.98% 0.29% $2.90 
Custom Benchmark3  1.53% 1.42% 1.21% 2.05%  
Yield as of June 30, 2016  
 was 1.71%             

Bond Fund 11/01/99 6.06% 4.13% 3.84% 5.22% 0.04% $0.40 
Benchmark: Barclays U.S.  
 Aggregate Bond Index  6.00% 4.06% 3.76% 5.13%  

Inflation-Protected Bond Fund 07/30/02 4.40% 2.36% 2.69% 4.80% 0.04% $0.40 
Benchmark: Barclays U.S. Treasury  
 Inflation-Protected Securities  
 Index  4.35% 2.31% 2.63% 4.75%  

High-Yield Bond Fund 05/31/04 2.63% 4.60% 6.18% 7.44% 0.39% $3.90 
Benchmark: BofA Merrill Lynch  
 U.S. High-Yield BB-B Constrained  
 Index  2.13% 4.62% 5.86% 7.06%  

Stock Fund 11/01/99 4.00% 11.70% 12.14% 7.47% 0.01% $0.10 
Benchmark: S&P 500 Index  3.99% 11.66% 12.10% 7.42%  

Small/Mid-Cap Stock Fund 11/01/99 -3.43% 8.75% 9.50% 7.50% 0.04% $0.40 
Benchmark: Russell 2500 Index  -3.67% 8.61% 9.39% 7.37%  

International Stock Fund 11/01/99 -9.52% 2.18% 1.66% 1.64% 0.06% $0.60 
Benchmark: MSCI World 
ex-U.S. Index  -9.84% 1.88% 1.30% 1.39%  

Emerging Markets Stock Fund 12/17/08 -12.14% -1.68% -3.95% 6.99% 0.14% $1.40 
Benchmark: MSCI Emerging  
 Markets Index  -12.06% -1.56% -3.78% 7.38%  

Global Real Estate Fund 10/01/02 12.69% 8.80% 10.64% 5.94% 0.12% $1.20 
Benchmark: FTSE EPRA/NAREIT  
 Developed Index  11.58% 8.08% 10.17% 5.84%  

VRS Investment Portfolio  
 (VRSIP)  07/01/08 0.46% 6.63% 6.74% 5.59% 0.59% $5.90 
VRS Custom Benchmark4  (0.82)% 5.78% 6.05% 5.02% 
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VRSIP and benchmark performance returns are reported with a one-month lag. Information is as of May 31, 2016. 
1  Benchmarks are calculated using blended returns of third-party indices that proportionately reflect the respective weightings of the Portfolios’ asset 

classes.  Weightings are adjusted quarterly to reflect the Portfolios’ asset allocation shifts over time. Indices currently used to calculate the custom 
benchmarks are S&P 500 Index, Dow Jones U.S. Completion Total Stock Market Index, MSCI ACWI ex-U.S. IMI Index, Barclays U.S. Aggregate Bond 
Index, Barclays U.S Treasury Inflation-Protected Securities Index, FTSE EPRA/NAREIT Developed Index and the Bloomberg Commodity Index Total Return.

2  The Target Date Portfolios invest in units of BlackRock’s LifePath Index Funds O. The LifePath Index Funds O invest in the master LifePath Index Funds 
F. Fund returns prior to January 2012 for the Retirement portfolio and 2020-2055 Funds as well as returns prior to February 2015 for the 2060 Fund are 
those of the master Funds F with deductions taken for investment management fees negotiated by VRS and fund administrative expenses.

3  The benchmark represents the hypothetical return generated by the monthly yield of actively traded U.S. Treasuries with a three-year maturity plus an 
annualized spread of 0.50% and representative of the Fund’s expected return profile, given its mandate and book value accounting treatment.

4 The VRS Custom Benchmark is a blend of the asset class benchmarks at policy weights.




