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MIDWESTERN 
STATE UNIVERSITY 

Office of the President 
3410 Taft Boulevard Wichita Falls, Texas 76308-2099 

0940.397.4211 f 940.397.4010 

To: 	 MSU Board of Regents 

Mr. Shawn Hessing, Chair 

Mr. Warren Ayres 

Mrs. Tiffany Burks 

Mr. R. Caven Crosnoe 

Dr. Lynwood Givens 

Mr. Jeff Gregg 

Ms. Nancy Marks 

Mr. Samuel M. Sanchez 

Ms. Shelley Sweatt 

Ms. Lindsey Shelley, Student Regent 

From: 	Suzanne Shipley 

President  

Date: 	July 19, 2016 	 J 
Subject: 	Quarterly Investment Reports 

Attached are the Quarterly Investment Reports for the third quarter ended May 31, 2016. 

Please feel free to contact me if you have any questions. 

enclosures 

SS/rr 

C: 	Debbie Barrow 

mwsu.edu  
An Equal Opportunity/Affirmative Action Employer and Educator 



MIDWESTERN 
STATE UNIVERSITY 

Business Affairs and Finance 
3410 Taft Boulevard Wichita Falls, Texas 76308-2099 

o 940.397.4117 f 940.397.4302 

June 30, 2016 

TO: 	The Board of Regents of Midwestern State University, and 
Dr. Suzanne Shipley, President 

SUBJECT: Quarterly Investment Reports 

Attached are the quarterly investment reports for the third quarter ended May 31, 
2016, as required by the amended Public Funds Investment Act. 

The investment portfolio is in compliance with Midwestern State University's 
investment policies. The portfolio is in compliance with the provisions of the 
Public Funds Investment Act as amended by the 82 nd Legislature. (HB 2226) 

~ ~- , 1,-; - 
	

/ 

Chris Stovall 	 Dr. Marilyn Fowle' 
Controller 	 Vice President, Business Affairs 

and Finance 

mwsu.edu  
An Equal Opporwn/ty/4ffirmalive Action Employer and Educator 



Midwestern State University 

Wichita Falls, Texas 

Quarterly Investment Report 

(Unaudited) 

For the Third Quarter Ended May 31, 2016 



Unaudited 

Midwestern State University 

Summary of investments 

(Pooled Investments) 

At May 31, 2016 

Book 	 Market 

Value 	 Value 

Long-term Securities: 

Equity Securities: 

U.S. Common Stock 

Debt Securities: 

U.S. Government Agencies (Non-Guaranteed): 

Mortgage-Backed 

Other 

Total U.S. Government Agencies 

Long-term Investment Pools 

Texas A&M System Investment Pool 

Total Long-term Securities 

Short-term Securities: 

TexPool 

Logic 

TX Class 

Total Short-tern, Securities 

Total Investment Assets 

Cash and Cash Equivalents: 

Cash Held at State Treasury 

Total Cash and Cash Equivalents 

Total Cash and Investments 

Total Rate of Return 

$70,774 	0.20% 	$179,232 	0.50% 

4 0.00% 4 0.00% 

1,096,044 3.02% 1,094,128 3.03% 

1,096,048 3.02% 1,094,133 3.03% 

26,320,411 72.64% 26,119,441 72.27% 

27,487,233 75.86% 27,392,805 75.80% 

1,003,573 2.77% 1,003,573 2.78% 

1,011,584 2.79% 1,011,584 2.80% 

3,012,212 8.31% 3,012,212 8.34% 

5,027,369 13.87% 5,027,369 13.90% 

32,514,601 89,74% 32,420,174 89.71% 

3,719,053 10.26% 3,719,053 10.29% 

$36,233,654 100.00% $36,139,227 100.00% 

2.02% 



Unaudited 

Midwestern State University 

Statement of Changes in Investment Assets 

(Pooled Investments) 

For the Third Quarter Ended May 31, 2016 

 

 

Book 

Value 

Market 

Value 

Investment Assets - 02-29-16 

Principal Payments received 

Investment Income 

Realized Gain (Loss) 

Distributions and Other 

Securities Purchased 

Changes in Net Unrealized Appreciation/(Depreciation) 

$37,349,603 

(10,008,091) 

184,008 

(10,918) 

5,000,000 

$36,156,413 

(10,008,091) 

184,008 

(10,918) 

5,000,000 

1,098,763 

Investment Assets - 05-31-16 	 $32,514,601 	 $32,420,174 



Unaudited 

Midwestern State University 

Summary of Investments 

(MSU Endowments at American NatI. Bank Trust Dept.) 

At May 31, 2016 

Book 	 Market 

Value 	 Value 

Long-term Securities: 

Equity Securities: 

Common Stock, Mutual Funds and ETFs $4,719,043 62.64% $5,373,916 64.49% 

Total Equity Securities 4,719,043 62.64% 5,373,916 64.49% 

Other Securities: 

U.S. Government Agencies 305,025 4.05% 306,986 3.68% 

Corporate Bonds & Notes 2,235,255 29.67% 2,289,394 27,47% 

Real Estate Investment Trusts (REIT) 222,489 2.95% 311,403 3.74% 

Total Fixed Income Securities 2,762,770 36.67% 2,907,783 31.15% 

Total Long-term Securities 7,481,812 99.31% 8,281,699 99.38% 

Cash and Cash Equivalents: 

U.S. Dollars 0.00% 0.00% 

Goldman Sachs - Cash Equivalent 51,792 0.69% 51,792 0.629,o 

Total Cash and Cash Equivalents 51,792 0.69% 51,792 0.62% 

Total Cash and Investments $7,533,604 100.00% $8,333,491 100.00% 



Unaudited 

Midwestern State University 

Statement of Changes in Investment Assets 

(MSU Endowments at American Natl. Bank Trust Dept.) 

For the Third Quarter Ended May 31, 2016 

Book 	 Market 

Value 	 Value 

Investment Assets - 02-29-16 

Principal Payments Received 

Investment Income 

Realized Gain (Loss) 

Management Fees 

Distributions and Other 

Securities Purchased 

Changes in Net Unrealized Appreciation/ (Depreciation) 

$7,531,180 	 $7,887,190 

(824,154) (824,154) 

45,125 45,125 

(6,655) (6,655) 

(10,049) (10,049) 

(35,076) (35,076) 

833,233 833,233 

443,877 

Investment Assets - 05-31-16 	 $7,533,604 	 $8,333,491 



Unaudited 

Midwestern State university 

Summary of Investments 

(MSU Endowments Invested with the Texas A&M University System) 

At May 31, 2016 

Book Market 

Value Value 

Long-term Investment Pools: 

Texas A&M System Endowment Pool $410,042 100,00% $392,218 100.00% 

Total Long-term Investments 410,042 100.00% 392,218 100.00% 

Total Investments $410,042 100.00% $392,218 100.00% 



Unaudited 

Midwestern State University 

Statement of Changes in Investment Assets 

(MSU Endowments Invested with the Texas A&M University System) 

For the Third Quarter Ended May 31, 2016 

Book 	 Market 

Value 	 Value 

Investment Assets - 02-29-16 	 $410,042 	 $377,034 

Principal Payments Received 

Investment Income 	 1,832 	 1,832 

Realized Gain (Loss) 	 3,233 

Management Fees 	 (465) 	 (465) 

Distributions and Other 	 (4,600) 	 (4,600) 

Securities Purchased and Funds Transferred 	 - 

Changes in Net Unrealized Appreciation/(Depreciation) 	 18,418 

Investment Assets - 05-31-16 	 $410,042 	 $392,218 



Unaudited 

Midwestern State University 

Summary of Investments 

(Redwine Quasi-Endowment Invested with the Texas A&M University System) 

At May 31, 2016 

Book 	 Market 

Value 	 % 	 Value 

Long-term Investment Pools: 

Texas A&M System Endowment Pool 	$11,516,586 	100.00% 	$11,031,759 	100.00% 

Total Long-term Investments 	 11,516,586 	100.00% 	11,031,759 	100.00% 

Total Investments 	 $11,516,586 	100.00% 	$11,031,759 	100.00% 



Unaudited 

Midwestern State University 

Statement of Changes in Investment Assets 

(Redwine Quasi-Endowment Invested with the Texas A&M University System) 

For the Third Quarter Ended May 31, 2016 

Book 	 Market 

Value 	 Value 

Investment Assets - 02-29-16 

Principal Payments Received 

Investment income 

Realized Gain (Loss) 

Management Fees 

Distributions and Other 

Changes in Net Unrealized Appreciation/(Depreciation) 

$11,516,586 	 $10,604,682 

51,519 51,519 

90,946 90,946 

(13,072) (13,072) 

(129,393) (129,393) 

427,077 

Investment Assets - 05-31-16 	 $11,516,586 	 $11,031,759 



Unaudited INVESTMENT PORTEOtID ACTIVITY 
'POCKEW INVESTMENTS 

FOR THE THIRD QUARTER ENDED MAY 31. 201$ 

Pthsdpil limemw 
look Market Unstailsed Pa'm,nta 	PIeaIIzed Ololdendo AmOrtLZat)Ofl/ øcck Market Urwealtiad 

Stated Value Value Gain ReceIved! 	Gain Lamed Accretion of Value Value Gain 

coym M809(ri 221 Ptnths 	 Matmed 	(*2U) E3!tm Presr./DlIc. (ion) 
U.S. GOv*Onment *eodes 
FNMAFLs.silIcte'callable 	1.50 11•2720 595,036.79 595,436.40 (600.39) 2,230.00 205.45 5596,242.24 5594,878.40 (51,363.841 

ONMASIepUp 	 2.00 07'1621 499,833.60 505* 416.90 3.00.000.00 2,08333 166.40 
(551.67) 

FNMA 	 21545 09.27•27 499,764.21 5*044030 704.33 2,312.50 97.50 499,603.67 400,250.00 

FHLMC 	 3.00 09'23'27 499,385.74 499.34850 (37.24)  500,000.00  3,625.00 614.26_  

ToalAencyNotes 2.093.020.30 2,095,303.90 183.60  1,000,000.00  3.0,170.83 1,023.62 3,096,04391 3,094,123.40 (1,95.5.52) 

U.S. GovCnInswsjt Montage Backed Sicurldea 
1.60 0.07 (3109) 1.49 251 0.02 

FIILMC Pool *170177 	 9.500 07.01.26 6.28 6.32 
1223 

0.14 
0422 3.11 0.13 (600) .2.90. 194 0.04 

FNLMC Pool CI7G17Y 	 9.900 
ToblMortpjeeadned 

01.01•16 1201 
3.3.19 lASS 0.36  4.72.   0.20 (9.09) 4.39 4.45 0.06 

U.S,COnimcrl SIod. (Donated) 
2.0000wes.CJnuapeikeU9U0Ini (CPK) 28,20000 62,300.00 44,100.00 431.23 18,200,00 57,400.00 38,200.00 

1 shams C'Jgm'p (C).rswvi.upllt 1,310.00 338.50 (92150) 2,310.00 463.10 (644.30) 

4SahacesCa1amosCoiw.&UlsInc.(0f1) 619.65 427.50 (292.15) 13.50 6*9.65 161.25 (153.40) 

1,200 slsaaes"CSX Gasp. (CSX) 5.56600 28,963.00 23,402.00 210.00 5,366.00 31,71650 26,13000 

252thaiu.CsnocoPh60pi'(COP) 4,957.32 8,525.36 3,567.34 63.00 4,95742 31,033.08 6,077.26 

126 shares .Phillips 66 (P38) 2,479.68 10,003.14 7,523.46 70.56 2,479.63 10,123.36 7,645.68 

125 shares BantihIre (8*44) 2,63205 16,771.25 34,140,20 2,631.05 31,567.50 14,936.45 

S56shares' Wells Firgo (WOC) 24,82400 40,163.52 351339.52 321.00 24.824,00 43,416.32 18,592.32 

124 sha .i'MaitullI'I (MPG) 4,216.36 1,656,64 (2,553.12) 13.15 1,2*6.36 1,843.38 (2.372.48) 

Go shares . Hatt O6WalI(NQV) 4,34280 3,756.20 (2,580.60) 27.60 4,342.80 3,514.00 (2,36880) 

lSshar.s. NOW We- (DND).spl8JtpinOff 514.20 242.70 (271.50) 514.20 260.10 (254.10) 

70 shares 'Southwest Airlines ROY) 1,112.30 2,93650 , 1,324.20 ___________ ___________  5.  1.122.3* 2,966.60 -. 	1,8S4.3 

Total ComnnonMad 70.77386 174,139.11 203,365.23   ___________ 1,161.91  70173.86 175,231.79 101457.93 

Sub.Talal-Secur$tIes 211651312.33 2.269,661.56 103,949.21  1,000,004.71  21,93234 1,01452 1,166,822.16 1,273,364.64 - 	106,543.40 

Wells Fargo Mall Savings 	0.03 8,03630 8,036.30 8,036.45 0.15 

TEXPOOLlrsveslment Pool (1) 	0.34 • Daily 1,502.734.22 1,502.734.22 500,000.00 	1,000,000.00 93846 1,003,572.68 1,003,S72.68 

LOGIC Inveatmsnt Pool l) 	0.55 • Daily 4,506,6860.5 4,506,06.05 1,500,000.00 	5,000,000.00 2,88733. 2,011,583.56 1,011,533.56 

TIC CLASS lnvettrnnt P004(1) 	039 • Dilly 6,003,853.50 6,003,853.90 3,000,000.00 8,350.41 3,012,222.31 3,012,212.31 

TXA&M System Pool 	 1,40 • Variable 23,160,41385 - 	211363,380.63 (1,297,033.22) 3,000,000.00 	____________  139990.66  26,320,820,51 - 	26,119,440.. , 
Total lcwcsunent Pool Caais 35,1*3,790.32 33886,j, (1,297,033.22) 5,000,00000 	-. 	9,000.016.45  172,015.19 31,347,779.06 	- 37,146,809-07  

Total Investments 537,349.60247 $36,136,412.66 (S1,193,190.03) 652001000.00 	ft000S,091.16  5194.007.93 31,014.52 . 	_332,314,6*1.22 532,420,121.71 (394,427.51) 

As of May 31, 2016 
(1) These lsweism.nt pools are strucluted to maintlifl 3 cOnstant dollarvalas 

Av.iig*ThN1 BesisPoint BaslaPoint 
Book MonIhLLS. StateTressury Sprsadto Spread to 

Corwielson to U4. and State Tr,aaunIvs 	 Acco,mtintYi*ld Tram Yield U.S. Treasury Stall TteI$U!y 

Mntd 2016 	 1.43 0.30 0.79 1.11 064 

Aprll,2*16 	 309 0.23 0.83 2.46 2.26 

May, 2*16 	 1.55 0.28 0.82 1.27 0.73 

This report is prepared In conformity with Midwestern State University l,w.iUTIent PcIIcylard stale statutes and guid,Urses including the Pubic Funds Investment Act (Tnt. GaY's Cede, Gb. 2256). 



Unauthd 

MIDWE5ItRNStATEUNIVERSITY 
INVESTMENT PORIFO1,10ACEIVI1Y 

REVENUE FINANONII SYSTEM REVENUE & REFUNDING BONDS. SERiES 203M 
FOR THE SECOND CIUARTER ENDED FEBRUARY 39.2016 

Pdr,dpal 
Book Maeket Urve*llxed 	 Payn%eflta 	R*alued Interest 	Amortization/ Book market 	 unrealIzed 

Stated 	Valve Vilsi Gain 	 Rectlsed/ 	 Gain timed 	Awsdonof Value Value 	 Gilt, 

coulmon 	3ii1tx 	QU 0111 Port66 Otr, 	?remdDlsc. Qfli Q541-1 	 (L9111 

0.23 	1 	Daily 	S 	46.43 S 	16,43 $8,225,582.93 	58325,730.92 $197.02 $43.46 54$.46 

0.49 	Monthly 	26,301,213.47 26,307,213.47   8,866,964.12 	 - 26,115.13  17,466,364.62 17,466,364.62  

526,307,259.90 S26,30,239.9D  58.12S,58293 	- 	$16,992,745.20  - 	326.312.35 	- 517,466,410.08 S176466.410.0R  

30O%• 5.00% 

LOG C Investment Pool 
B18 F1eaIe Repo A4t.*w4nt 

Total Bond tn'vesbentz 

of May 32. 2026 

Interest Rite on Bonds Itlued 

This report It pr,pamd in confottelty with Midwestern State University Investment poky and state statutuind guld,Bzues Including the Public Funds Investment Act (Is. Gov't Code, 0,. 2256. 



Urd4,d 

MIDWESTERN STATE UNIVERSITY 
INVESTMENT PORTTOUD ACTIVITY 

MSU ENDOWMENT INVESTMENTS - AMERICAN NAIl,. BANX TRUST DEPT. MANAGERS 
FOR THE THIRD QUARTER ENDED MAY 31.2016 

IITtari$tI 
PrissdpIl Dividends 

look Market tJeseaiIed Pymrnts R441k1d Received Amo.zllzatksn/ took M1zt UnrealIzed Mark,t Value 

Value Vile. Gain Itecelvedi Gain (Fets Paid) Accretion of Value Value Galis 

AMERICAN NAIL SAM TRUST DEPT. 
02,29A 02-2~:Ill Purth*$qs (839tr. Pred./D4K. t1,91 Of Tm 

Cash and Cash Equivalents 
Cash 
American Nat Bank Fees ($10,048.92) 

U.S. DoiIsrs 
Goldman Sachs $221,033.11 5221.033.11  *71,380.17 5346.621.10  10.24  $5*.792.18 SS1.791I8  0.62% 

Total Casts and Cash Equivalents 221,033.11 221,033.21  177.380*7 - 346,621.10  (9,968.68)  51,792.38 51479238  

Purchased Interest Receivable 
Raid Income: 
U.S. Government Agencies 313,291.18 315,408.57 $2,117.41 8,098,46 (5278.26) 2,313.19 (518795) 305,024.75 306,98536 $1,961.21 3.63% 

Municipal Bonds 
Corporate Bonds & Notes 2.242,742.58 2.2S8,837 30 17,094.72 19,038.25 (6.487.13) 2,225,255.45 2289,39386 54,138.40 27.47% 

Devonshire BElT 238,357.97 312,403,44 73,245.47  25,668.62  ______________ _______________ 222,489.35_ 311,403.44 86.914,09 3.74% 

Total Fixed income Securities 2.793.191.71 - 	2.835.64931 92,457.60  23,767.88 (273.2,6), 21,3*9.44 (6,655.06) 2,762.76935 2,901,783.25 *45.013.70 3429% 

Common Stock. £quItle*: 
U.S. Equities 3,413,219.69 3,133,902.10 319,642.41 418,849.80 154,34317 (7,978.99) 20,282.16 3.677,766.32 4,286380.19 608,613,87 51.44% 

Foreign Equities 225,377.17 232,28655 61909.38 16,626.81 1.49331 242,003.98 25827373 16,26975 3.10% 

Equity CEPs 698,929.76 670,454.68 (28,475.03) 220,375.98 299.42223 (6,840.46) 1,93933 619,883.89 669,210 19 49,32670 8.03% 

Mutual Funds .Equities 179,386.96 144,863,83 (34,$25.33)  ______________ 
179,388.98 160,05594 (19337.02) 1.92% 

Total Equities 4,516.055.86 4.780.507,16, 263ISSLS8 865,892.57 453,765.40 (14.819.491 23,59500  4,719.942.75 5.373,916.09, 654,87130 64.49% 

Total Endowment lssvestnsents 
at American National Bank Trust 57.931,180.40 57.887,189.58 5356.009.18 5333,232.74 $824,153.58 (515,097.71) 535,075.76 (56,655.08) 57,533.604 48 	- 58,311,491.48 5799,887.00 - 	 100,00% 

Mar, Apr, and Mit' activity Simple yield excluding mkt.valtie charge (Realized pins lnt,DIv.Rscvd. +AmoI*JAccr I / (Average Book Value) a 0.71% 33,322.97 MacSet Value gain a - 799,887.00 a 10.62% 

(AnnualIzed) 7,532.392.44 7,533,60448 

This report Is prepared in conformity with MIdwestern State University Investment Poky and slate statutes sold guidelines Including she Public Funds investment Act (Is Gov'* Code, Cl,. 22361 



.Jnaudlted 

MSU ENDOWMENT INVESTMENTS -TEXAS AIM UNIVERSItY SYSTEM ENOOWNENT POOl. 
FOR THE THIRD QUARTER ENDED MAY 31.2016 

kitueeatl 
P514C4p1 Dividends 

Book Masiret IJp,Ued Payments Realised Pacilved Amortinadonf look Masist Unrealized M*4set Viiut 

Value Val" Gain Rzcrtved/ Gain (fees Paid) Ac0'e004Of Vale. Value Gain Percaotage 

02-29-16 2Z21 (Wis) Puthse4 	Mtluttd () ki  the .Otr. PesrnJQi1, tLcnI 2Ltc581 

FURS AIM INVESMENT MGMT FEC (545476) 

tong-term Ineesliroot Penis: 
Fex.y AIM System Endowment Pool $410,041.99 5377,093.66 1533,008.33)  53,23346 $3.23346L 1,831.69  $410,042.99 $392,217.65 ($17,824.34) 100.00% 

Totil tnng.teem investments 410.04199 377,033.66 (33.00833) 0.00 	 3,23346 3233.46 1,366.99  410,042.99 392,217.65 (27,824.34) 200.00% 

Foul Endowment Rusts 
it Texas AIM UnlvensIty System 5410,041.99 5377,033.66 (533.008.33) 50.00 	$3.23346 53,233.46. 51,3.66.93  5410.041.99 5392.217.85 (517.824.34) 100,00% 

%tar, Apr. and May activity Skepie yield excluding i*t.valtt* dm4. (R,ailred pin + I 	Div.Retvd. 4 Amos't.fAw (I (Average Book Value) • 4A9% 4,600.39 Market Value pine (17.824.34) u .0% 
(Asaivailsed) 410,041.99 410,041.99 

REDW1NE QUASI ENDOWMENT INVESTMENTS-TEXAS AIM UNIVERSITY SYSTEM ENDOWMENT POOl. 
FOR THE THIRD QUARTER ENDED MAY 31.2016 

interest/ 
Principal Dlvldnds 

look Market Urcuj.cwl Payants Realised Received AnnorVxIdonI Book Market Unrealized Merlist Value 

Value Gain Recelvsd/ Oaks (Eces Paid) Accretion of Value Value Oaks Percentage 

Purchases 	Matured MW In the Qtt. PramJOlsc. 1!&ii Of To 

TEXAS AIM INVESMENT MGMT FEE ($13,07244) 

.ong.tuem investment Paoli; 
J,5.Ooliers 
esas AIM System Endowment Pool 511,516,585.66 510404.68168 (911,903.98)  590,946.23 590,946.23 S51319.23  $11.516.58S.66 $21,031,75848 (5484.826.78) 100.00% 

Total Long-lean investments 11,516.585.66 10,654.68168 (911,903.93] 0.00 	90,946.23 90,946.23 38.44.7.19  23.516.585.65 21,031,75848 (484,826.78) 100.00% 

Foul Endowment Assets 
it Taxes AlM University System 511,526,58548 St0.604.68L63 15911.90348) 50.00 	990.946.23 	- 590.94.6,23 538,447.29 (S484.826.78) 100.00% 

vii,, Apr, and May activity Simple yield excluding mltesiue change: (Realized gain • k,t.OhcRecvd. • AmortAw )/ (Average Book Value) 4.49% 229,393.42 Market Vitue pine (484,626.73) 411% 

(MacallIed) 11.516,585.66 11.516,58566 

This report is prepared In conformity with Midwestern State UnIvestity Investment Policy and State statuteS and guidelines including die Public Funds (nvutment Act (Tx Gov't Code. 0,, 2256) 



Midwestern State University 
Historical Yields 
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Midwestern State University 
Pooled Investments 

Total Invested 
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Texas A&M University System 
Cash Concentration Pool 

FISCAL YEAR 2016 

Effective Rates for FY 2016. YT. D: 
Cash Portfolio: 	0.31% 

Long-Term Portfolio: 	183% 
Total Pool: 	 1.54% 

Capital Market & Rates 

The yield on 2-year Treasuries rose to 0.870/. 
in May from 0.78% at the end of February. 
The yield on 10-year Treasuries increased to 
1.84% from 1.74% at the end of February. 

The S&P 500 Index returned 9.1% during the 
quarter and 1.7% for the one-year ending 
May 31, 2016. Developed international 
equity markets returned 8.6% (in US Dollars) 
during the quarter and -9.7% for the one-
year period. Emerging markets returned 
9.6% (in US dollars) during the quarter and-
17.6% for the one-year period. 

3° QUAR11ER - MAY 31,2016 

Pool Valuation 
As of May 31, 2016, the Pool had a market value of approximately $3.4 billion. For the 3r4 quarter 
of FY 2016, the Pool positions had $766.4 million in cash inflows and $767.9 million in cash 

outflows, decreasing the book value of the Pool by $1.5 million, The Pool earned investment 

income during this quarter of $15.0 million and realized net gains on investments of $0.9 million. 

The Cash Portfolio distributes all interest, dividends, and realized gains/(losses), net of external 

management tees, to the participants based on their average short-term balance for each month 

The Long-Term Pool distributes all interest, dividends, and realized gains/(losses), net of external 

management fees, to the participants based on their ownership of Long-Term Pool units for each 

month. 

Investment Performance 

• Total Pool riBalancedindex 
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The unemployment rate declined to 4.7% in 
May. The economy added 347,000 jobs 
during the three month period. 

Economic data was positively revised, as the 
economy grew at a 0.8% annual rate during 
the quarter ending March 31, 2016. The 
previous estimate was for 0.5%. 

CCP Estimated Distribution 
Rate for 
FY 2016 

Total Pool: 	2.75% 

httix//wwwiamus.edu/finance/treasury-
services!  
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3RDQUARTER — MAY 31, 2016 

Endowment Valuation 
As of May 31, 2016, the SEF had a market value of approximately S1.022 billion, including new 

deposits and net the income distribution for the 3rd Quarter. The SEF is accounted for on a 

unitized basis and the per unit market value as of May 31,2016 was $5.99. 

Investment Performance 

• SEF - Total u Balanced Index 
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Texas A&M University System 
System Endowment Fund 

FISCAL YEAR 2016 

Capital Market Update 

As measured by the Russell 3000 Index, the 
US stock market returned 9.6% over the 
quarter and 0.2% for the one-year period. 
Large cap stocks underperformed small cap 
stocks by 3.0% for the quarter and 
outperformed by 7.7% for the one-year 
period. Growth stocks underperformed 
value stocks by 3.204) during the quarter and 
outperformed by 1.0% for the year. 

Developed international equity markets 
returned 8.6% (in US Dollars) during the 
quarter and -9.7% for the one-year period. 
Emerging markets returned 9.6% (in US 
dollars) during the quarter and -17.61Y. for 
the one-year period. Much of the non-US 
returns can be attributed to currency 
fluctuations, as the Dollar weakened 
against most currencies during the quarter. 
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Fixed income markets generated positive 
returns during the quarter, appreciating 
1.3%. For the one-year period, fixed income 
markets increased 31Y%. 

Absolute return, on an aggregate basis, 
returned 1,6% and -51% for the quarter and 
one-year period respectively. 

Growth of $1 (15 Years) 
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FY 2016:$0.070265 per unit 
FY 2017: $0.072378 per unit 	 $1.00 
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The units and market value summary is available online for each endowment account at the 
Treasury web page: http:JJwv.tamus.edu/(inance/treasurv-servlces/systemendowmentfund/ 



Chart I 
Business Fixed Investment i Drag on First-Quarter Growth 
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Chart 2 
BnergyR&ated Fixed Inveslno.nt Continues to Fail 
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Chart 3 
May Employment Report Disappoints 
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Economic Update 

National 
Outlook Largely Unchanged Despite Disappointing :Jobs Report 

June 20, 2016 

Recent economic data send mixed signals on U.S. economic 
activity in the second quarter. The May employment report 
shows some deceleration in labor market momentum. Even so, 
the outlook for U.S. output growth remains good. The economy 
Is close to full employment, and private consumption Is sup-
ported by high levels of household confidence, low gasoline 
prices, low debt burdens, higher net worth ratios and low Inter-
est rates. However, downside risks remain. Though global fi-
nancial conditions have eased since mid-February, a strong 
dollar, weak global growth and the U.K. 'Brexit" decision pre-
sent headwinds in the near term. 

Output Growth Revised Upward 

First-quarter U.S. real gross domestic product (GDP) growth 
was revised up from 0.5 percent to a still-disappointing 0.8 
percent (Chart 1). The new estimates primarily reflect upward 
revisions to private inventory investment, residential fixed in-
vestment and net exports (downward revision to Imports). 
Business fixed Investment remains a drag on growth, subtract-
ing 0.8 percentage points. Growth In real business investment 
would have been higher if energy prices and energy-related 
capital expenditures had not slumped. Chart 2 shows the col-
lapse of investment in mining and exploration-related struc-
tures and equipment. 

There are reasons to think that underlying U.S. economic 
growth is stronger than the GDP numbers suggest. In recent 
years, first-quarter readings of GDP growth have been lower 
than In subsequent quarters. This may be the result of "residual 
seasonality" in the Bureau of Economic Analysis' seasonally 
adjusted GDP estimates.' The growth in real gross domestic 
Income (GDI) was 2.2 percent in first quarter 2016. GDI Is an 
alternate income-based measure of national output, whereas 
GDP is expenditure based. In theory, the GDI and GDP num-
bers should be exactly the same; however, timing and source 
data differences result in different measures. An average of the 
two growth rates suggests that first-quarter output growth was 
1.5 percent. 

Labor Market Disappoints in May 

The May employment report surprised on the downside. Non-
farm payrolls rose 38,000 in May, and even if the 35,000 tele-
com workers who were on strike are added back, the number is 
still well below the consensus of 160,000 (Chart 3). March and 
April changes in nonfarm payrolls were revised down by a total 
of 59,000. The headline, or U-3, unemployment rate, which had 
flattened at 5 percent, fell to 4.7 percent. Since the U-3 unem-
ployment rate measures the number of unemployed as a per-
cent of the labor force, the drop In unemployment rate reflect-
ed a fall in the labor force participation rate, which was down 
0.2 percentage points to 62.6 percent, as opposed to an in- 
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crease in employment. The employment-to-population ra-
tio remained unchanged at 59.7 percent. 

One should not place too much weight on a single month's 
job numbers since they are subject to large sampling vari-
ation; however, the jobs report is still an Important indica-
tor. The headline U-3 unemployment rate as well as the U-
4 unemployment rate, which includes discouraged workers, 
both felt 0.3 percentage points, to 4.7 percent and 5.0 per-
cent, respectively (Chart 4)2  Combined, the dip In the 
both rates suggests that those who left the labor force did 
not leave due to poor labor market conditions. 

Chart 4 
Those Who Left Labor Force Did Not indicate Discouragement 

12 

Additionally, Job vacancies are high by historic standards, 
and initial claims for unemployment insurance are historically 
low, suggesting labor market strength. 

Alternative Wage Growth Indicator Rising 

In recent years, wage growth has been relatively sluggish 
despite a strong labor market (excluding May). Growth in 
Bureau of Labor Statistics (BLS) average hourly earnings for 
private sector workers has been well below the 3 to 4 per-
cent rate that Federal Reserve Chair Janet Yellen indicated to 
be normal. Average hourly earnings grew 2.5 percent year 
over year in May, while the Atlanta Fed's Wage Growth 
Tracker (WGT) rose 3.5 percent over the same period (Chart 
5). The WGT may better reflect underlying wage growth be-
cause it tracks the change in earnings of the same employ-
ees over a 12-month period .3 

ti 

10 The BLS's average hourly earnings may be depressed as re-
tiring baby boomers, who are typically high earners, are re-
placed by young people, who typically earn less. The WGT 
also takes into account earnings change as an individual 
moves from one Job to another, whereas this change in 
earnings is not captured in average hourly earnings, 
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Core inflation Nearing 2 Percent 
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Core inflation was held down by falling import prices, due to 
a strong dollar, and the indirect effects of lower energy pric-
es. In April, the core Personal Consumption Expenditures 
(PCE) price index over 12 months grew 1.6 percent, and in 
May, the core Consumer Price Index (CPI) grew 2.2 percent 
(Chart 6). 

Because oil prices dropped between July and August of 2015, 
the negative contribution of low energy prices to 12-month 
headline Inflation should wane in coming months, assuming 
oil prices do not (all further. Import prices, another drag on 
inflation, have seen recent gains, and their deflationary pres-
sure should also lade, assuming the dollar remains broadly 
stable. 

In all, headline inflation should move closer to the 2 percent 
target in the medium term, as suggested by April's Trimmed 
Mean PCE inflation reading of 1.8 percent. 

—Daniel Lin 

Notes 
1. 'Residual Seasonality In GDP and DIFindins and Next 

Bureau of Economic Analysis, June 1, 2016. 

2. Discouraged workers are those who are not looking for a 
job because they believe no jobs are available to them but 
have indicated they want and are available to work. 

3. The Atlanta Fed Wage Growth Tracker tracks the median 
wage growth of individuals who are employed In the current 
month as well as 12 months prior 
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