
 

 
 
 
 
 
 
 
 
 

STANISLAUS COUNTY  

EMPLOYEES’ RETIREMENT ASSOCIATION 

INVESTMENT PERFORMANCE ANALYSIS   

    JUNE 30, 2008 
 
 
 
 
 
 
 
 
 
 
 
 

STRATEGIC INVESTMENT SOLUTIONS, INC. 

333 BUSH STREET, SUITE 2000 
SAN FRANCISCO, CA 94104 

(415) 362-3484     (415) 362-2752 FAX 



Second Quarter 2008
StanCERA

Capital Market Review
 

ECONOMIC REVIEW 
 
• After narrowing more than expected in March to $56.5 billion, the international trade deficit widened in April to $60.5 billion as overall imports – fueled by surging oil prices – 

more than offset a solid 3.3% gain in exports.  The trade gap narrowed unexpectedly in May to $59.8 billion as exports, helped by the weak dollar, climbed to all-time highs. 
In the second quarter of 2008, the US Dollar rebounded versus the Yen (+6.0) but remained relatively stable against the Euro (+0.4%) and the Pound (+0.3%). Real GDP 
(final) rose modestly at an annual rate of 1.0% on an inflation-adjusted basis in the first quarter of 2008 – a revision upward from the earlier estimates, and above the 
anemic 0.6% experienced in the 4th quarter of 2007.  

 
• Oil prices jumped sharply during the 2nd quarter, with new highs being recorded on nearly a daily basis, closing at just over a record $140/barrel – up from $101/barrel at the 

end of March.   
 
• The Consumer Price Index surged 1.1% in June on rising energy and food prices, following a 0.6% jump in May and a more modest 0.2% rise in April.  The PMI index rose 

unexpectedly to 50.2% in June (up from 49.6% in May), a level that indicates expansion in the manufacturing sector for the first time since January.   
 
• The housing market continues to struggle:  After rising 2% in May, existing home sales fell 2.6% in June a seasonally adjusted annual rate of 4.86 million units – 15.5% 

below the level a year ago.  Housing prices have risen for the last 4 months although they are 6.1% below June 2007 prices.  New home sales rose 3.3% in the quarter, 
declining in May and June following a 5.6% rise in April and ended at a seasonally adjusted 530,000 annual rate which is 33.2% below the June 2007 level.  

 
 

EQUITY MARKETS REVIEW 
 
 
• Stock prices were mostly lower during the second quarter.  Of the few indices able to post gains, the S&P 400 Mid Cap Index led, returning 5.4%.  The Russell 1000 Value 

was the laggard over the quarter, losing 5.3%.  Over the year-to-date and one-year period, every major equity index was negative.  The Russell 1000 Growth Index posted 
the smallest loss, with a return of -6.0%.  Of the ten sectors that comprise the S&P 500 Index, Energy led with a return of 16.4% while Financials lagged, returning -18.3%.   

 
• Growth outperformed value at both ends of the style spectrum.   The Russell 1000 Growth and Russell 2000 Growth gained 1.3% and 4.5% respectively, while the Russell 

1000 Value and Russell 2000 Value lost 5.3% and 3.6%, respectively.   Over the longer one year period, growth outperformed value by 10.8% among small cap stocks and 
by 12.8% among large cap stocks.    

 
 
• The MSCI EAFE had a weak Q2 2008, losing 1.9%.  The decline in the value of the US Dollar lessened over the quarter as the index returned -0.9% in local currency.  Over 

the longer one year period, the decline in the value of the US Dollar mitigated the losses as the index lost 20.3% in local currency, but only 10.2% in US Dollar terms. 
 

FIXED INCOME MARKETS REVIEW 
 
• After lowering the Fed Funds rate again by 25 basis points at the end of April, the Fed ended a nine month period of rate drops, leaving the key short-term interest rate 

unchanged at 2.0% at their June meeting citing concerns over the risk of inflation.  In the last 3 months, the yield curve has shifted upwards.  Long term yields now exceed 
the rates in place at the end of 2007. 

 
• During the second quarter, all major bond indices showed negative returns with the exception of the ultra-short 90-Day US T-Bills  The Lehman Aggregate Bond Index (LAB) 

lost 1.0%, while the Citigroup World Government Bond (CWGB) Index decreased 4.2%  The Lehman Mortgage Backed (LBMB) Index ended the quarter down 0.5%.  For the 
trailing 12 months, the LAB was up 7.1%, the CWGB gained 17.0%, LBMB rose 7.8% and the CHY fell 2.3%. 

 
REAL ESTATE MARKETS REVIEW 

  
• For the period ending 6/30/08, the one quarter returns for, respectively, the NAREIT  index and the NCREIF Property index, were -4.9% and 0.6%; one year, -13.7% and 9.3%

three years, 5.0% and 15.0%; and five years, 14.3% and 14.7%.   



Domestic Equity
43.6%

Domestic Fixed
34.5% Int'l Equity

20.3%

Real Estate
1.6%

StanCERA Allocation by Manager Type
As of June 30, 2008 StanCERA Plan

Market Value Current%Manager Type

Domestic Equity   568,155,128     43.6
Domestic Fixed    449,128,362     34.5
Int'l Equity    264,183,657     20.3
Real Estate     20,985,954      1.6

Total  1,302,453,101    100.0



As of June 30, 2008
StanCERA Manager Allocation Analysis

StanCERA Plan

Manager Market Value Current%

▄ BGI R2V ishares 61,562,436 4.7

▄ Delaware 110,088,085 8.5

▄ Dodge & Cox -Eq 210,259,692 16.1

▄ Dodge & Cox -FI 449,128,362 34.5

▄ Invesco 18,214,518 1.4

▄ LSV 125,972,591 9.7

▄ Loomis Sayles 76,945,945 5.9

▄ Mazama 50,566,865 3.9

▄ Mellon Capital 58,731,543 4.5

▄ Pyramis 138,211,066 10.6

▄ Real Estate 2,771,436 0.2

▄ Transition Acct 562 0.0

Total 1,302,453,101 100.0
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Periods Ending June 30, 2008
StanCERA

Performance Summary

Total Fund * -1.5% 91 -8.9% 99 -8.2% 95 3.5% 93 5.7% 81 8.4% 72
Policy Index 1 -1.3% 83 -6.7% 74 -5.1% 63 5.3% 55 6.4% 66 8.7% 65

Public Plan > $100 Million Median -0.7% -6.1% -4.6% 5.5% 6.9% 9.3%

US EQUITY MANAGERS
Mellon Capital - gross of fees -2.7% 66 -11.9% 64 -13.1% 62 2.4% 66 4.4% 68 7.6% 69
Mellon Capital - net of fees -2.7% -11.9% -13.1% 2.4% 4.4% 7.6%
S&P 500 Index -2.7% 75 -11.9% 72 -13.1% 66 2.4% 71 4.4% 74 7.6% 81

Delaware2 -3.6% 92 -14.4% 94 -7.3% 81
Delaware - net of fees -3.7% -14.7% -7.8%

Loomis Sayles2 3.1% 36 -14.4% 93 -3.1% 39
Loomis Sayles - net of fees 3.0% -14.6% -3.5%
Russell 1000 Growth Index 1.3% 62 -9.1% 48 -6.0% 66

Dodge & Cox - gross of fees -3.9% 43 -14.7% 58 -20.3% 61 -2.1% 66 3.6% 49 10.4% 22
Dodge & Cox - net of fees -4.0% -14.8% -20.4% -2.2% 3.4% 10.2%
Russell 1000 Value Index -5.3% 61 -13.6% 44 -18.8% 47 -0.5% 50 3.5% 52 8.9% 66

Mazama - gross of fees -0.2% 88 -18.8% 95 -28.6% 97 -7.4% 97 0.0% 94
Mazama - net of fees -0.4% -19.1% -29.1% -8.1% -0.8%
Russell 2500 Growth Index 3.6% 51 -7.9% 41 -9.2% 47 4.0% 54 7.4% 55

BGI  R2V iShares - gross of fees3 -2.6% 39 -9.0% 51 -21.0% 51 -5.9% 70 -0.3% 67 7.4% 97
BGI R2V ishares - net of fees -2.7% -9.1% -21.1% -6.2% -0.7% 6.8%
Russell 2000 Value Index -3.6% 52 -9.8% 62 -21.6% 55 -4.6% 55 1.4% 54 10.0% 61

US Equity Composite -2.4% 66 -14.1% 84 -16.2% 70 -0.4% 77 3.1% 82 8.1% 72
80% R1000/ 20% R2000 -0.6% 53 -10.7% 51 -12.0% 45 2.6% 46 5.1% 45 8.7% 63
Russell 3000 Index -1.7% 61 -11.0% 55 -12.7% 49 2.4% 53 4.7% 52 8.4% 69
Rankings:  1=highest, 100=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 4/1/08, po licy Index is 37% Russell 1000, 9% Russell 2000, 20% M SCI ACWI -ex US, 31% Lehman Aggregate, 3% FTSE EPRA/NAREIT.  M SCI ACWI-ex US return is linked with previous M SCI EAFE returns.
2  M FS was replaced by Delaware (60%) and Loomis Sayles (40%) effective 8/18/06 
3  Charlotte was replaced by BGI  Russell 2000 Value ishares December 2006. Current returns are linked with prior Charlotte returns.

3 YEAR 5 YEAR1 QTR CALENDAR YTD FISCAL YTD 2 YEAR



Periods Ending June 30, 2008
StanCERA

Performance Summary

INTERNATIONAL EQUITY MANAGERS
LSV - gross of fees -3.8% 74 -12.7% 85 -14.0% 86 7.2% 58 14.0% 47
LSV - net of fees -3.9% -13.0% -14.5% 6.6% 13.3%

Pyramis - gross of fees4 0.7% 7 -10.6% 48 -3.3% 9 11.5% 15
Pyramis - net of fees 0.6% -10.8% -3.8% 11.0%

International Equity Composite -1.5% 41 -11.6% 73 -8.7% 43 9.4% 36 15.7% 31 17.3% 57
MSCI ACWI -ex US Index -0.9% 28 -9.9% 36 -6.2% 26 10.5% 32 16.2% 27 19.2% 30

US FIXED INCOME MANAGER
Dodge & Cox - gross of fees 0.0% 7 0.7% 60 4.7% 75 5.8% 71 4.2% 53 4.1% 36
Dodge & Cox - net of fees -0.1% 0.7% 4.5% 5.7% 4.1% 4.0%
Lehman Aggregate Index -1.0% 61 1.1% 45 7.1% 42 6.6% 43 4.1% 58 3.9% 60

GLOBAL REAL ESTATE
Invesco - gross of fees5 -9.5% 96
Invesco - net of fees -9.7%
FTSE EPRA/NAREIT -8.6% 94

REAL ESTATE
12th Street 0.0%

Rankings:  1=highest, 100=lowest.
4  Putnam was replaced by Pyramis April 2006.
5  Invesco Global Real Estate effective 3/3/08.

3 YEAR 5 YEAR1 QTR CALENDAR YTD FISCAL YTD 2 YEAR



Periods Ending June 30, 2008
StanCERA Total Rates of Return

Total Public Funds – (Above $100 Million)

1 QTR CALENDAR YTD FISCAL YTD 2 YEAR 3 YEAR 5 YEAR
Return Rank Return Rank Return Rank Return Rank Return Rank Return Rank

 Total Fund -1.5% 91 -8.9% 99 -8.2% 95 3.5% 93 5.7% 81 8.4% 72

 Policy Index -1.3% 83 -6.7% 74 -5.1% 63 5.3% 55 6.4% 66 8.7% 65
 Median -0.7% -6.1% -4.6% 5.5% 6.9% 9.3%
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Periods Ending June 30, 2008
StanCERA

Quarterly Performance Attribution

Large Cap Core

(S&P 500)

Large Cap Growth

(Russell 1000 Growth)

Large Cap Value

(Russell 1000 Value)

Small Mid Growth

(Russell 2500 Growth)

Small Cap Value

(Russell 2000 Value)

Int'l Equity

(MSCI ACWI -ex US)

US Fixed

(Lehman Agg)

Real Estate

(FTSE EPRA/NAREIT)

Total Fund

     StanCERA      Policy Index      Impact
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Second Quarter 2008
StanCERA

Capital Market Review
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Equity Index Returns - Short Term
Returns as of 6/30/08

In the current quarter, several indices achieved gains:
the S&P MidCap Index rose 5.4% and the Russell 
2000 Growth Index gained 4.5%; the Russell 1000 
Growth and the Russell 2000 were also up modestly.  
The Dow Jones Industrial Average lost the most in the
quarter – down 6.8%, followed by the Russell 1000 
Value which lost 5.3%.

For both the year-to-date and one year periods, all 
major indices fell.  The S&P MidCap Index lost the 
least in both periods, down 3.9% and 7.3% 
respectively. Among the US indices, Value stocks took 
the biggest hit for the year:  the Russell 2000 Value 
Index fell 21.6% followed by the Russell 1000 Value 
Index, which lost 18.8%.  The Russell 1000 Value 
Index and the Dow Jones Industrial Average lost 
13.6% and 13.4%, respectively in these periods.

International indices lost value in both US dollar and 
local terms in all three periods.  The MSCI EAFE in 
local currency terms lost nearly as much as the 
Russell 2000 Value Index for the year:  It fell 20.3%.  
On a year-to-date basis, it lost more than the major 
US indices, dropping 15.7%.



Second Quarter 2008
StanCERA

Capital Market Review
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Equity Sector Returns - Short Term
Returns as of 6/30/08

The past year has been particularly difficult:  the 
impact of the subprime lending crisis, the falling 
housing market, soaring gasoline prices, declining 
consumer confidence, and the collapse of Bear 
Stearns rippled through the economy.  

Financials lost 18.3% in the second quarter, 29.3% in 
the last six months, and an astounding 41.9% in the 
last year, in wake of loan write-downs and rising 
concerns over the viability of a number of financial 
institutions.  The Consumer Discretionary and 
Communications sectors also experienced steep 
declines for the year ended June 30, falling 27.0% 
and 19.9%, respectively. 
 
The only bright spots were Energy, Materials, and, to 
a lesser extent, Utilities.  Energy stocks rose 16.4% in 
the quarter and 23.6% for the year, while Materials 
were up 8.2% and 11.6% for the same time periods.  




