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QTD FYTD 1 Year 3 Year 5 Year 10 Year

3.3% 9.1% 10.0% 6.8% 8.6% 4.2%

3.8% 9.1% 10.2% 4.9% 7.3% 5.2%

5.1% 9.0% 10.5% 4.5% 6.7% 4.4%

4.5% 9.7% 11.4% 5.0% 7.6% 5.2%

3.3% 9.3% 10.0% 6.6% 8.5% 5.8%

1.6% 3.1% 5.6% 11.6% 12.4% 7.4%

4.2% 9.8% 12.3% 5.5%

Fund UNCIF
Policy 
Index

MSCI  
ACWI

6.8% 6.6% 4.9% 5.1%

4.9% 5.0% 4.1% 10.8%

1.39 1.33 1.17 0.47

0.87 0.85 0.94 0.99

-6.3% -6.8% -5.0% -13.4%

        

This report is based on information available at the time of distribution.  The information comprising this report has not been audited and is subject to change.

MARKET COMMENTARY PERFORMANCE
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Performance 
NCSIF

$862,830,800 Participants

BNY E&F Univ (3)

Note 1:  Policy Index= NCSIF’s Strategic Investment Policy Portfolio Index (SIPP).  For 
the 10 year period, Policy Index = Blended Historical Benchmark. 

Annual Sharpe Ratio (1)

Correlation to Global Index

FUND PERFORMANCE
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NC State Investment Fund, Inc.

March 31, 2017

March 31, 2017
Market Value

Note 2:  Global Index= 70% ACWI; 30% Barclay’s Aggregate

Note 3:  BNY Mellon Endowment & Foundation Universe Median Return—178 portfolios 

RISK METRICS

3 Year Period

Annualized Volatility

Third Quarter Fiscal Year 2017

UNCIF

NCSIF Private 

BlackRock LPP

Max Drawdown

The post-US election rally continued into Q1 2017, as equity markets extended their

gains. Investors continued to seek risk-on opportunities in anticipation of reduced

regulations and tax-reform from the Trump administration. At its March meeting, the

Federal Reserve increased its target Federal Funds rate by 0.25%, to 0.75%-1%. The

U.S. also added 533,000 jobs during Q1, bringing the unemployment rate down to

4.5% (its lowest point since 2007). In late March, UK’s Prime Minister, Theresa May,

triggered article 50 of the Lisbon Treaty and formally began the two-year Brexit

process for Britain’s departure from the European Union. 

The prospect of corporate tax reform and deregulation, coupled with moderate

corporate earnings growth, fueled investor confidence in future economic expansion.

Large-cap stocks, as measured by the S&P 500 Index, posted strong gains in Q1 2017,

returning 6.1%, and bringing one-year performance to 17.2%. Mid-caps, as measured

by the Russell Mid-Cap Index, trailed large-caps modestly for the first quarter and

netted a return of 5.2%. Small-cap stocks, as measured by the Russell 2000, returned

2.5% for the quarter.

International equities had a strong quarter as geopolitical concerns, particularly around

the spread of populism in Europe, appeared to temporarily subside with Prime Minister

Mark Rutte’s defeat of far-right candidate Geert Wilders in The Netherlands. Further

boosting investor confidence, the European Central Bank updated its 2017 and 2018

growth and inflation forecasts upwards, while maintaining the Bank’s pledge to keep

existing stimulus in place at least until the end of the calendar year. During Q1, the

MSCI EAFE index posted a gain of 7.2% and the MSCI ACWI returned 6.9%.   

Although Emerging Markets (EM) suffered in the immediate aftermath of the US

presidential election and pro-US political rhetoric, the asset class roared back in Q1,

returning a very strong 11.5%. A weakening dollar, an upswing in global growth, the

continued stabilization of Chinese markets and currencies, and a general lack of follow-

through (to-date) in protectionist trade policies from the new administration all boosted

EM returns.   

Fixed income, for the most part, posted positive gains in Q1 2017. Bonds were able to

weather the Fed’s rate hike with the Bloomberg Barclays US Aggregate Bond Index

gaining 0.8% for the quarter. The US Treasury 10-year yield was range-bound, opening

the period at 2.5% and closing it at 2.4%. High yield corporate bonds, as measured by

the Bloomberg Barclays HY Corporate Index, led fixed income markets with a 2.7%

return. Rising inflation, more hawkish central banks (if only modestly), and

strengthening growth served as catalysts for credit and high yield bonds.

Looking ahead, geopolitical risk continues to be a potential headwind for global

economies. Upcoming elections in France and Germany could have major impacts on

the global economic landscape for years to come. In its March minutes, the Fed stated

its desire to begin unwinding its balance sheet, which rapidly expanded in the wake of

the Great Recession. The speed with which the Fed executes its plan could have

considerable consequences for investors, particularly holders of Treasuries, other US

government-backed bonds, and mortgage-related securities. Finally, there is increased

uncertainty around the Trump administration’s ability to implement its agenda forward

after the failed initial attempt to repeal and replace Obamacare. Markets have been

moving higher under the assumption that there will be significant policy changes and

anything to the contrary could have major implications for investment performance. 

Note 1: Sharpe Ratio: Excess return per unit of risk

Policy Index (1) 

Global Index (2) 

The NCSIF (Fund) is invested with several managers in a wide variety of asset
classes. The Fund closed the quarter with a market value of $863 million. The
largest manager for the Fund, UNCMC, managed 89.3% of the Fund’s assets
and the UNC Investment Fund (UNCIF) produced a 3.3% three month return
and a 10.0% 12 month return for the period ended March 31, 2017. The NCSIF
employs additional private equity managers, who oversee 2.3% of the portfolio.
This portion of the Fund produced a three-month and 12-month return of 1.6%
and 5.6%, respectively, for the period ended March 31, 2017. The Fund’s Liquid
Policy Portfolio (LPP), another 7.9% of the portfolio, is managed by Blackrock.
This investment returned 4.2% for the three months and 12.3% for the 12
months ended March 31, 2017. The remaining 0.5% of the portfolio is invested
in cash with the State Treasurer's Short-Term Investment Fund (STIF). 

Annualized Return
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UNC MANAGEMENT CO.

Third Quarter Fiscal Year 2017

The Fund is managed as a broadly diversified portfolio with exposure to

seven primary asset classes and many sub-strategies within each asset

class. The Fund seeks to diversify exposure to the sub-strategies

through the use of multiple investment managers that utilize a variety of

investment approaches. The purpose of diversification is to provide

reasonable assurance that no single security, class of securities, or

investment manager has a disproportionate impact on the Fund's

aggregate results. At times, the Fund invests in passive strategies. In

working toward the Fund’s investment strategy, through UNCMC, the

Fund invests in a number of niche managers that can employ different

types of hedging strategies such as short-selling and derivative investing

to help reduce the volatility of the Fund. The focus on controlling volatility

preserves capital and benefits Fund participants through the power of

compounding. 

ALLOCATION BY MANAGER

HISTORY OF THE FUND
The NC State Investment Fund, Inc., (Fund) was established in April 1999 to

combine NC State University’s and its affiliated entities’ endowments in an

external pooled investment vehicle. The goal of the investment program for the

Fund is to provide a real total return from assets invested that will preserve the

purchasing power of Fund capital, while generating an income stream to support

the spending needs of the University. Effective July 2008, the Fund partnered

with UNC Management Company (UNCMC) to invest in the UNC Investment

Fund (UNCIF), with the remaining investments committed to a Liquid Policy

Portfolio (LPP) of Exchange Traded Funds (ETF’s), and to 3 private equity

managers which includes an allocation for cash to fund capital calls. The

transition of assets to UNCMC was completed December 2009.

The UNCMC was established on January 1, 2003 as an exempt 501 (c)(3)

organization. It is a professionally-staffed asset management company created to

provide investment services to the University of North Carolina at Chapel Hill and

its affiliated entities, to the constituent institutions of the UNC system and system

affiliated foundations, associations, trusts, and endowments. With nearly 40

employees, UNCMC has two teams, Investment Management and Operations.

The Investment Management team manages all public and private investments of

the UNCIF. Their responsibilities include evaluating and monitoring investment

managers, recommending changes to investment objectives and asset allocation,

monitoring risk, and implementing investment decisions approved by Chapel Hill

Investment Fund’s (CHIF) Executive Committee. The Operations Team performs

all administrative, legal, compliance, accounting, and performance reporting

duties. 

NC State Investment Fund, Inc.

ASSET ALLOCATION

March 31, 2017

INVESTMENT STRATEGY
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