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StanCERA
First Quarter 2008 Capital Market Review
ECONOMIC REVIEW

After narrowing to $58.8 billion in December 2007, the trade deficit widened to $62.3 billion in February as a 3.1% increase in imports more than offset a 2.0% gain in
exports. In the first quarter, the US Dollar continued its decline, weakening significantly against the Euro (-8.2%) and the Yen (-11.9%). However, it remained stable vs. the
Pound (-0.1%). Real GDP (advance) rose at an annual rate of 0.6% on an inflation-adjusted basis in the first quarter of 2008, matching the rise in the fourth quarter of 2007
and slightly beating analysts’ expectations. Oil prices declined sharply at the end of the quarter, dropping nearly $5 and leaving prices at approximately $101/barrel.

The CPI rose in January and March by a total of 0.7%, reflecting jumps in both food and energy prices. On a year-over-year basis, the overall inflation rate held steady at an
elevated 4.0% in March. The PMI index ended the quarter at 48.6, up unexpectedly from its 48.3 level in February. This is the weakest quarterly performance since Q2
2003. The housing market continues to struggle: Housing starts dropped a greater than expected 11.9% in March, falling to the lowest level in just over 17 years. Existing
home sales fell 2.0% in March to a 4.93 million unit rate, offsetting some of February's 2.9% gain. Meanwhile, new home sales continued to tumble throughout the quarter
to a 16-year low 516,000 seasonally adjusted annual rate in March — down 62.1% from the July 2005 peak.

EQUITY MARKETS REVIEW

Stock prices fell during the first quarter, with every major domestic equity index posting a negative return. Russell 2000 Growth and Russell 1000 Growth were the laggards,
losing 12.8% and 10.2%, respectively. Over the one year period every major index, except the DJIA, was also negative. The Russell 1000 Growth managed the smallest loss
over the year, losing 0.7%. Over the first quarter, each of the ten sectors that comprise the S&P 500 Index were also negative. Consumer Staples led, losing only 2.1%
followed Materials, which lost 3.5%.

Although both were negative over the first quarter, value outperformed growth at both ends of the market capitalization spectrum. The Russell 1000 Growth and Russell

2000 Growth lost 10.2% and 12.8% respectively, while the Russell 1000 Value and Russell 2000 Value lost only 8.7% and 6.5%, respectively. Over the longer one year
period, growth outperformed value by 8% among small cap stocks and by 9.3% among large cap stocks.

The MSCI EAFE had a very weak Q1 2008, losing 8.8%. The decline in the value of the US Dollar mitigated the damage as the index returned -15.0% in local currency. Over
the longer one year period, the benefit of the falling Dollar was even more pronounced as the index lost 14.8% in the local currency, but only 2.3% in the US Dollar.

FIXED INCOME MARKETS REVIEW

The Fed reacted sharply to combat a combination of economic weakness and financial market distress in the first quarter. It cut interest rates three times by a total of 200
basis points to a highly accommodative 2.25%. This cut accelerated the recent pattern of a steepening yield curve. The spread between two and ten year treasury yields
continued to increase to its highest level since Q2, 2004.

During the first quarter, all major bond indices showed positive returns with the exception of the Citigroup High Yield Index which lost 3.0%. The Lehman Aggregate Bond
Index (LAB) posted a 2.2% gain, while the Citigroup World Government Bond (CWGB) Index increased 9.7%. The Lehman Mortgage Backed (LBMB) Index ended the quarter
2.4% higher. For the trailing 12 months, the LAB was up 7.7%, the CWGB gained 20.3%, LBMB rose 7.8% and the CHY fell 3.6%.

REAL ESTATE MARKETS REVIEW

For the period ending 3/31/08, the one quarter returns for, respectively, the NAREIT index and the NCREIF Property index (one quarter lag), were 1.4% and 1.6%; one year,
-17.4% and 13.6%; three years, 11.7% and 16.7%; and five years, 18.3% and 15.1%.

According to Bloomberg, top-rated securities backed by subprime or home-equity loans rose 0.77% in April after declining more than 9% in the past six months, as the Fed's
efforts to calm credit markets appeared to be having an impact.




StanCERA Allocation by Manager Type

As of March 31, 2008 StanCERA Plan
Manager Type Market Value Current%
Il Domestic Equity 584,968,415 43.9
Il Domestic Fixed 449,265,324 33.8
Il Int'l Equity 273,945,337 20.6
Domestic Equit
43.9% quity B Real Estate 22,930,478 1.7
Total 1,331,109,554 100.0
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StanCERA
As of March 31, 2008

Manager Allocation Analysis
StanCERA Plan

BGI R2V ishares
Real Estate 4.8%
0.2%

BNY S&P 500

) 4.8%
Pyramis
10.5%

Mazama
3.8%

Loomis Sayles
5.6%

LSV
10.1%

Invesco
1.5%

Dodge & Cox -Fl
33.8%

Delaware
8.6%

Dodge & Cox -Eq
16.4%

Manager Market Value Current%o
BGI R2V ishares 63,276,784 4.8
BNY S&P 500 63,263,702 4.8
Delaware 114,231,403 8.6
Dodge & Cox -Eq 218,902,218 16.4
Dodge & Cox -FI 449,265,324 33.8
Invesco 20,159,042 1.5
LSV 133,815,193 10.1
Loomis Sayles 74,623,671 5.6
Mazama 50,670,079 3.8
Pyramis 140,130,144 10.5
Real Estate 2,771,436 0.2
Transition Acct 558 0.0
Total 1,331,109,554 100.0




StanCERA

Periods Ending March 31, 2008 Performance Summary
1 QTR FISCAL YTD 1 YEAR 2 YEAR 3 YEAR 5 YEAR

Total Fund * -7.5% 98 -6.8% 93 -2.8% 94 3.5% 92 6.9% 78 11.2% 66
Policy Index ‘ -5.5% 59 -3.9% 47 0.0% 56 54% 57 7.7% 61 11.5% 51
Public Plan > $100 Million Median -5.3% -4.0% 0.3% 5.5% 8.0% 11.6%
US EQUITY MANAGERS
BNY - gross of fees -9.4% 51 -10.7% 54 -5.1% 49 3.1% 51 5.9% 59
BNY - net of fees -9.4% -10.7% -5.1% 3.1% 5.9%
S&P 500 Index -9.4% 55 -10.7% 56 -5.1% 52 3.0% 56 59% 64
Delaware® -11.2% 61 -3.8% 26 0.3% 41
Delaware - net of fees -11.3% -4.2% -0.2%
Loomis Sayles® -17.0% 99 -6.0% 49  -0.4% 50
Loomis Sayles - net of fees -17.1% -6.3% -0.9%
Russell 1000 Growth Index -10.2% 39 -7.1% 64 -0.7% 56
Dodge & Cox - gross of fees -11.2% 72 -17.0% 58 -12.2% 62 0.3% 69 53% 57 14.8% 23
Dodge & Cox - net of fees -11.3% -17.1% -12.4% 0.2% 5.1% 14.6%
Russell 1000 Value Index -8.7% 19 -14.2% 27 -10.0% 39 2.5% 32 6.0% 44 13.7% 58
Mazama - gross of fees -18.6% 93 -28.4% 97 -22.9% 98 -12.7% 97 1.5% 94
Mazama - net of fees -18.8% -28.9% -23.6% -13.4% 0.7%
Russell 2500 Growth Index -11.1% 37 -12.4% 51 -6.3% 54 -1.0% 59 7.4% 59
BGI R2V iShares - gross of fees’ -6.5% 56 -18.8% 54 -17.0% 69 -8.5% 93 1.1% 90
BGI R2V ishares - net of fees -6.6% -19.0% -17.2% -8.8% 0.6%
Russell 2000 Value Index -6.5% 56 -18.7% 53 -16.9% 67 -4.2% 61 4.3% 54
US Equity Composite -12.0% 79 -14.2% 64 -9.6% 68 -1.1% 77 45% 82 12.1% 66
80% R1000/ 20% R2000 -10.2% 57 -11.5% 50 -6.1% 52 1.5% 50 6.2% 48 12.4% 64
Russell 3000 Index -9.5% 46 -11.2% 48 -6.1% 52 2.2% 44 6.1% 49 12.1% 67
INTERNATIONAL EQUITY MANAGERS
LSV - gross of fees -9.3% 64 -10.7% 80 -2.8% 67 9.4% 48 15.3% 41
LSV - net of fees -9.4% -11.1% -3.3% 8.8% 14.7%
Pyramis - gross of fees? -11.2% 93 -4.0% 24 49% 14
Pyramis - net of fees -11.3% -4.3% 4.4%
International Equity Composite -10.3% 80 -7.4% 49 1.0% 36 10.7% 36 16.3% 32 21.5% 75
MSClI ACWI -ex US Index -9.1% 59 -5.4% 31 2.6% 28 11.1% 30 16.5% 31 23.7% 41
US FIXED INCOME MANAGER
Dodge & Cox - gross of fees 0.8% 76 4.7% 79 4.6% 76 6.0% 75 5.0% 74 4.8% 41
Dodge & Cox - net of fees 0.7% 4.6% 4.5% 5.9% 4.9% 4.7%
Lehman Aggregate Index 2.2% 44 82% 42 7.7% 43 7.1% 47 55% 53 4.6% 65
Real Estate 0.0%

Rankings: ¥highest, 00=lowest.

*Total Fund and US managers are ranked against appropriate peer universes. Other managers and asset class composites are ranked against asset class universes.

1 Effective 10/106, policy Indexis 37% Russell 1000, 9% Russell 2000, 20% M SCI ACWI -ex US and 34%Lehman Aggregate. M SCIACWI-ex US return is linked with previous M SCI EAFE returns.
2 Putnam was replaced by Pyramis April 2006.

3 MFS was replaced by Delaware (60%) and Loomis Sayles (40%) effective 8/18/06

4 Charlotte was replaced by BGI Russell 2000 Value ishares December 2006. Current returns are linked with prior Charlotte returns.




StanCERA Total Rates of Return

Periods Ending March 31, 2008 Total Public Funds — (Above $100 Million)
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1 QTR FISCAL YTD 1 YEAR 2 YEAR 3 YEAR 5 YEAR
Return Rank Return Rank Return Rank Return Rank Return Rank Return Rank
Total Fund -7.5% 98 -6.8% 93 -2.8% 94 3.5% 92 6.9% 78 11.2% 66
Policy Index -5.5% 59 -3.9% 47 0.0% 56 5.4% 57 7.7% 61 11.5% 51
Median -5.3% -4.0% 0.3% 5.5% 8.0% 11.6%




StanCERA

Periods Ending March 31, 2008 Quarterly Performance Attribution

Weightin Return
g 9 Impact
0.0% 10.0% 20.0% 30.0% 40.0%  20.0%  -15.0% 0.0% so 0% 6.0% 0% 20% 0.0% 2.0%
0.5%

Large Cap Core 5.0% _0.50/2
(S&P 500) 4.8% 0.0%
Large Cap Growth 15.1% -13.6% '2'1_01/“5%
(Russell 1000 Growth) 14.8% -0.6%
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StanCERA
Periods Ending March 31, 2008

US Equity Markets

Equity Index Returns - Short Term
Returns as of 3/31/08

* In the first quarter, all major US indices lost value.
The Russell 2000 Value index lost the least, down
6.5%, followed by the DJIA which lost 7.0%. The
Russell 2000 Growth and Russell 1000 Growth indices
experienced the greatest losses, down 12.8% and
10.2%, respectively. International indices also fell
sharply in local terms, although the decline of the US
dollar mitigated these losses in dollar terms: the
MSCI EAFE - Local Currency index dropped 15.0%,
but the MSCI EAFE - USD index fell 8.8%.

* For the year, only the DJIA had a positive return
(up 1.6%). All other major US indices fell. The
Russell 1000 Growth index had the smallest loss
(down 0.7%), while the Russell 2000 Value index
suffered the greatest decline, falling 16.9%. The
MSCI EAFE - Local Currency index also fell sharply
(down 14.8%), but in dollar terms, the MSCI EAFE
was down only 2.3%.

-7.0%
DJIA 1.6%
-9.5%
RUSSELL 3000 6.1%
0.4 W 10QTR
-J. (1]
S&P 500 -5.1% = 1 YEAR
-10.2%
RUSSELL 1000 GROWTH 20.7%
-8.7%
RUSSELL 1000 VALUE 10.0%
DOW WILSHIRE 5000 FREE -9.5%
FLOAT -5.8%
-8.8%
S&P MIDCAP 7 0%
-9.9%
RUSSELL 2000 13.0%
-12.8%
RUSSELL 2000 GROWTH -8 9%
- 0,
RUSSELL 2000 VALUE 6.5%
-16.9%
MSCI EAFE - USD -8.8% 5 306
L. 0
-15.0%
MSCI EAFE (NET) - LCD 14.8%
-18.0% -15.0%  -12.0% -9.0% -6.0% -3.0% 0.0% 3.0%




StanCERA
Periods Ending March 31, 2008

US Equity Markets

Equity Sector Returns
Retums as of 3/31/08

* In the first quarter of 2008, all equity sectors lost
ground. The Information Technology sector took the
biggest hit, falling 15.2%, followed by
Communications (down 13.7%) and Financials (down
13.5%). Consumer Staples lost the least, down only
2.1%.

* For the year ended March 31, 2008, there was a
wide disparity of results among the sectors: only
four sectors had positive returns, while the remainder
lost ground. The Energy sector experienced the
greatest gains, up 21.7%. This is nearly double the
return of the next best performing sector, Materials
(up 11.0%). On the other hand, the Financial sector
experienced substantial losses, falling 27.5% as the
impact of the subprime lending crisis took its toll; it
was followed by Consumer Discretionary, which
declined 19.2%.
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FINANCIALS

ENERGY
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-27.5%
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StanCERA

5 Years Ending March 31, 2008

Returns Based Style Analysis
US Equity Composite

Zephyr StyleADVISOR: Strategic Investment Solutions, Inc.

Manager Style

Single Computation
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