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QTD FYTD 1 Year 3 Year 5 Year 10 Year

8.5% 26.7% 34.1% 12.3% 11.8% 9.7%

3.9% 22.2% 38.6% 10.7% 10.2% 8.4%

2.2% 19.5% 36.4% 10.2% 10.3% 7.6%

4.1% 22.4% 34.8% 9.9% 10.4% 8.4%

9.3% 28.3% 35.0% 13.0% 12.3% 9.8%

7.0% 20.8% 15.1% 10.5% 9.9% 11.9%

5.6% 24.9% 44.5% 10.9% 11.0%

7.7% 17.9%
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Note 2:  Global Index= 70% MSCI ACWI; 30% Bloomberg Barclay’s Aggregate Bond Index
Note 3:  BNY Mellon Endowment & Foundation Universe Median Return— 

Note 1: Sharpe Ratio: Excess return per unit of risk
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-7.9% -7.2%Max Drawdown

Although the quarter ending March 31, 2021 started out on shaky ground, markets

advanced when mass-vaccine distributions began to take hold and the U.S.

Congress passed an additional $1.9 trillion stimulus package. Following a multi-

quarter period that seemed to characterize a K-shaped recovery, with clearly

defined winners and losers, the hope for a quicker and stronger recovery lifted

previously underperforming areas of the market. Cyclical sectors that previously

experienced COVID-induced headwinds began to recover, and outpaced the

strongest performing sectors of 2020. The first quarter of 2021 also provided a

welcome boost to the real economy, with unemployment ending the quarter at 6%. 

Domestic equities, as measured by the S&P 500 Index, posted another strong

return for the quarter, gaining 6.2%. Small cap stocks, as measured by the Russell

2000 Index, continued to benefit from reopening the domestic economy, returning

12.7% for the quarter and an astounding 94.8% for the one-year period ended

March 31, 2021. Value investors also benefited from the rising economic tide, with

the Russell 1000 Value Index gaining 11.3% compared to 0.9% for the Russell

1000 Growth Index. 

International equities, as measured by the MSCI EAFE Index, underperformed

domestic stocks, but were still able to produce a strong return of 3.6% for the

quarter, led by European equities. Emerging markets ended the quarter up 2.3%,

despite a 1.2% drop in March—a result from a weakness in Chinese stocks.

Overall, emerging market investment performance rose due to the Q1 recovery,

stabilization of energy prices, and a modestly weaker U.S. dollar.

Interest rates rose in the first quarter, continuing a rise from historically low yields

from the prior year. Short-term rates remained anchored near 0%, while the 10-

year Treasury note increased from 0.93% at the beginning of the period to 1.74%

on 3/31, and the 30-year Treasury bond rose from 1.66% to 2.41%. Investors

expressed concern that the amount of fiscal and monetary stimulus in the US

economy, paired with pent up demand for goods and services, could lead to an

overheating economy and higher inflation. Fixed income investors felt the impact of

rising yields during the quarter, with the Bloomberg Barclays US Aggregate Bond

Index losing -3.4%. Long-dated Treasuries saw a loss, with the Bloomberg

Barclays US Treasury 20+ Year Index losing -13.9%, bringing its one-year return to -

16.3%. High yield corporates were one of the few fixed income market segments to

post a positive return in Q1, gaining 0.8%.

Looking ahead, a number of economic measures such as industrial production,

housing starts, consumer confidence and ISM manufacturing point to a material

rebound in the US economy for 2021. Vaccine distribution and the potential for

variant-induced outbreaks remain key to the trajectory of economic recovery.

Investors seem particularly focused on inflation in the near term, but disagreement

exists over the longevity of any inflationary increase, and whether the Fed is making

a policy mistake by keeping its target Federal funds rate at a range of 0-0.25%.

With global economies at an inflection point, we maintain our long-term focus;

investing the portfolio in a diverse way that provides protection for the downside,

but participating in strong market recoveries.

Participants$1,461,623,886

12.1%

The NCSIF (Fund) is a large, diversified investment pool with a long-term

perspective. At March 31, 2021 the Fund had $1.46 Billion invested with several

managers in a wide variety of asset classes and returned 8.5% for the quarter,

26.7% fiscal year to date (FYTD) and 34.1% for the 12 months ended March 31,

2021. The largest manager for the Fund, UNCMC, managed 82.3% of the Fund’s

assets. The UNC Investment Fund (UNCIF) produced a three-month return of 9.3%,

and a 12-month return of 35.0% for the period ended March 31, 2021. The Fund

invest with additional private asset managers which represents 2.8% of the portfolio

and produced a three-month and 12-month return of 7.0% and 15.1%, respectively,

for the period ended March 31, 2021. The Fund’s Liquid Policy Portfolio (LPP),

managed by Blackrock, was another 12.8% of the portfolio. This investment returned

5.6% for the three months and 44.5% for the 12 months ended March 31, 2021. The

remaining 2.1% of the portfolio is invested in cash with the State Treasurer's Short-

Term Investment Fund (STIF).

Note 1:  Policy Index= NCSIF’s Strategic Investment Policy Portfolio Index (SIPP)

Annualized Volatility

Annualized Return
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March 31, 2021

Third Quarter Fiscal Year 2021

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 ), a broadly diversified portfolio emphasizing equity-related investments to achieve the fund's long-term return

objective. The transition of assets to UNCMC was completed December 2009. In 2012, the Fund invested in a Liquid Policy Portfolio (Blackrock LPP ) of Exchange

Traded Funds (ETF’s) providing 70% equity and 30% fixed income passive exposure. In 2017, the Fund partnered with a non-discretionary private asset advisor to

continue its legacy private assets program (NCSIF Private Assets ) investing in a diversified portfolio of direct private assets focusing on buyouts with complementary

allocations to private credit and real asset opportunities. The remaining portion of the portfolio is invested in a short term cash vehicle (STIF) to fund capital calls and

liquidity for operating needs.

NC State Investment Fund, Inc.

ASSET ALLOCATIONINVESTMENT STRATEGY

Inception Date: April 1, 1999

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, 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. 
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