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Capital Market Review

The world economy showed resiliency with overall modest growth through the second quarter. The markets reacted negatively
to often-contradictory economic indicators and the ensuing heightened volatility, experiencinga steady slide through most of the
quarter. In addition to social unrestin Greece, the second quarter witnessed continued supply chain issues as a result of the
earthquake in Japan. Oil continued to appreciate due to lingering concernsof unrest in Libya. The political unrest spurred a
surprise decision by the International Energy Agency to release 60 million barrels of oil from the Strategic Petroleum Reserve,
Finally, on June 23, the Greek parliament passed a $41 billion austerity measure triggering the implementation of a $120 billion
bailout from the EU and consequentiy a late quarter rally, erasing many of the second quarter’s earlier losses.

In addition to global pressures, the domestic markets also shrugged off floods, droughts, and the growing political pressures of
handling the currentdeficits, to hold the S&P 500 to a 0.1% returnin the second quarter. New home sales remain at all-time
lows, but housing pricesare stabilizing, indicating positive signs of recovery. Unemployment news was discouraging.
Unemployment numbers spiked again this quarter, rising 0.3% to 9.1% at end June. The 9.1% levelis still down from year-end
2010 when unemployment hit 9.4

Atits most recentmeeting, the Federal Reserve kept the federal funds target rate range unchanged at 0% to 0.25% due to low
inflation and elevated rates of unemployment. The Federal Reserve ended its quantitative easing strategy on June 30 completing
the purchase of $600 billion of Treasury securities but decided to continue its existing policy of reinvesting principle payments
from security holdings.

At the June 7th International Monetary conference in Atlanta on the U.S. Economic Outlook, Federal Reserve Chairman Ben
Bernanke hinted at further economic turbulence due to cuts in state and local governments stating, “Developments in the public
sector also help determine the pace of recovery. Here, too, the picture is one of relative weakness. Fiscally constrained state and
local governments continue to cut spending and employment. Moreover,the impetus provided to the growth of final demand by
federalfiscal policies continues to wane.”

For the period ending 6/30/11, the one quarter returns for, respectively, the NAREIT Equity index and the NCREIF Property index
(one quarter lag), were 3.63% and 3.36%; one year, 33.58% and 16.03%; three years, 5.25% and -3.63%; and five years, 2.53% and
3.45%.

In the United States, as construction loans are the worst performing loans on banks’ books, it will most likely be a long period of
time before lending returns for speculative construction projects. With real estate supply still relatively low, even moderate job
growth should lead to strong fundamentals. Compared to low interest rates, REITs’ relatively high (and in some cases growing)
dividends remain attractive. That being said, REITs are trading close to fair value.

Outside of the United States, Europe is dominated by concerns about sovereign debts continued to influence investors, with
Greece the focal point. In Asia, many of the markets are seeing upward trends in their rents, with China and Singapore leading.
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TENNESSEE CONSOLIDATED RETIREMENT SYSTEM

Periods Ending June 30, 2011

Market Indices Review

INDEX

STYLE

1QTR 1 YEAR 3YEAR 5 YEAR 7 YEAR 10 YEAR

NORTH AMERICAN EQUITY INDICES

S&P 1500 Large Cap Broad 002 3165 387 329 468 3:31
S&P 500 Large Cap Core 0.10 3069 3.34 294 422 272
S&P 1MidCap 400 I4id Cap Broad -073 3938 7.82 5.60 8.53 794
S&P Small Cap 600 Small Cap Broad -016 3703 8.16 481 7.13 7.79
Russell 3000 Growth Large Cap Growth 064 3568 528 5.36 507 243
Russell 3000 Value Large Cap Value 088 2913 266 1.23 451 425
NASDAQ Composite Large Cap Core -027 3149 855 501 444 253
DJA Large Cap Core 142 3037 6.10 497 519 420
S&P/TSX 60 Canadian Large Cap Broad -420 23038 040 885 14 90 12.93
INTERNATIONAL INDICES

IMSCI EAFE NET International Equity 156 3035 -1.77 1.48 5.44 566
IASCI AC World -ex US International Equity 0861 3027 011 414 9.09 792
1ASCI Emerging [Markets Emerging Markets -104 2817 453 11.75 18.05 16.54
Citigroup World Gov't International Fixed 332 10.54 580 7.35 6.25 792
Citigroup World Gov't ex US International Fixed 368 13.94 6.20 7.76 6.61 8.68
US FIXED INCOME INDICES

3-Month Treasury Bills Cash 0.04 018 042 2.00 2.30 213
Barclays Aggregate Core Fixed 229 2.90 646 552 5.48 5.74
Barclays Gowt/Credit Core Fixed 232 3.68 6.17 8.35 532 574
Barclays IMortgage llortgages 228 & 685 6.95 588 580
[Aerill Lynch High Yield High Yield Fixed 1.01 15.31 12.17 9.07 8.65 8.72
NAR Equity REIT Real Estate 363 3358 525 2.53 867 10863
NCREIF Property - One Qtr lag Real Estate 336 16.03 -3.83 345 7.38 748
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As of June 30, 2011

Asset Allocation Analysis - Total Plan

ASSET ALLOCATION MARKET VALUE %
CURRENTALLOCATION BY ASSET CLASS NORTH AMERICAN EQUITY 13,440,211,958 40.0%
INTERNATIONAL EQUITY 5,028,800,468 15.0%
US FIXED INCOME 10,315,706,275 30.7%
INTERNATIONAL FIXED INCOME 551,809,300 1.6%
INTERNATIONAL A— INFLATION HEDGED BOND 2,576,721,396 7.7%
6% HEDGED BOND REAL ESTATE 1,080,406,898 3.2%
7.7% PRNVATE EQUITY 74,529,236 0.2%
P = SHORT TERM 501,842,306 1.5%
- REAL ESTATE TOTAL 33,570,027,837 100.0%

3.
,/ PRIVATE EQUITY

P st o ASSET ALLOCATION TARGET  ACTUAL DIFF
NORTH AMERICAN EQUITY 40.0% 40.0% 0.0%
e INTERNATIONAL EQUITY 15.0% 15.0% 0.0%
1.5% US FIXED INCOME 26.0% 30.7% 47%
INTERNATIONAL FIXED INCOME 0.0% 1.6% 1.6%
INFLATION HEDGED BOND 8.0% 7.7% -0.3%
REAL ESTATE 7.0% 3.2% -3.8%
PRNVATE EQUITY 3.0% 02% -2.8%
SHORT TERM 1.0% 1.5% 0.5%
NORTH AMERIGAN ASSET ALLOCATION 313172011 6/30/2011  DIFF
g NORTH AMERICAN EQUITY 39.5% 400% 05%
INTERNATIONAL EQUITY 14.8% 150%  02%
US FIXED INCOME 31.1% 307% -0.4%
INTERNATIONAL FIXED INCOME 1.8% 16% -0.1%
INFLATION HEDGED BOND 7.6% 77%  01%
REAL ESTATE 3.2% 32%  0.0%
PRIVATE EQUITY 02% 02%  0.0%
SHORT TERM 1.8% 15% -0.3%

As of 1/1/11, the asset alfocation largets are 40% North Armerican Equily / 15%
Idernational Fauily / 26% US Fixed Income / 8% inflation Hedge Bond / 7% Real
Esiate /3% Privale Equily / 1% Shord Tenm.
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TENNESSEE CONSOLIDATED RETIREMENT SYSTEM
Periods Ending June 30, 2011

erformance Summary

TOTR 1 YEAR 3 YEAR S5YEAR 10 YEAR
RETURN ALPHA RETURN ALPHA | RETURN ALPFHA |RETURN ALPHA |
TCRS Composite 1.72 0.46 19.59 -0.25 3.76 -0.74 4.54 -0.54 4.89 -0.55
Pohtcv Index 126 19 &= . 50 5 08 5 &4
Tatal Fund Allecancn Indesx: 1.27 719 39
Total Pubhic Funds = ST100 Mdlion MMedian 1.20 2158 < G0 < 8Q 565
NORTH AMERICAN EQUITY MANAGERS
Larae Cao
Index o112 o0z 3077 Q08 3 44 o710
Quant 125 7 15 33 06 237 3 893 .59 369 Q75 3 39 Q.67
Sectar O 24 Qa3 32 48 172 % 58 Q22 210 216 2 83 (7l i |
S&F 500 index Q 10 30.69 3 34 2.9 272
fhd Cap
Mid Cap? -0 51 o022 39 83 25 579 -2 03 521 -G8 791 Q33
S&F MigdCTap 00 index -0 73 39 38 7 52 5 89 7 53
Eauity Futures -1 37 -7 27
S&FL EmalfCan 800 index - 16
Canada
Canada’ -3 786 O 44
S&P/TEX Incdex -2 20
NORTH AMERICAN EQUITY COMPOSITE" 0.22 .74
NORTH AMERICAN EQUITY w/o Futures' 0.29 o.87
87 5% S&F 1500/ 12 5% S&FP/TSX 60 index -0 52
UsS EQUITY COMPOSITE 0.73 Q.77 33.71 2.08 3.49 -0.38 3.32 0.02 3.23 a.19
US Eqguitv Benchirmark ™ Qaz 371.65 3 87 3 30 3 04
hedran 0 os 33 5% 531 < =0 5 32
INTL EQUITY MANAGERS
Develoned
Barna Asset Management 233 arv 31 68 1.32
IMECI EAFE NET Index 1 56 30 26
larathon 2 40 0 84 29 14 -1 22 241 < 18 5 49 < of 9 51 3 90
MSCI EAFE NET inclex 7 56 30 36 -1 77 1 <8 591
FPanAgora Asset Managerment 2 89 2 33 37 T7 G | 020 197 2 95 T 4T
MESCTI EAFE NET index 7 58 30 36 -1 77 T a8
TT Imternational 3 07 T.87 30 568 032
MECI EAFE NET index T 56 30 36
Walter Scott 4 14 2 58 20 07 -0 29 5 20 & 58 05 S 69 10 83 < 87
NMESCI EAFE MNET Index ™" 71 5G 30 36 3 38 1 37 G 06
Developed Small Cap
American Century Investument 0 383 -2 17 38 30 1 45
MSC!I EAFE Small Cap ndex 103 36 85
Pyrarms Global Advisaors 238 1.35 38 50 1 65
MSCI EAFE Smal Cap Index T O35 36 55
GE Asset Management 359 o 84 38 22 Taa
NSC! Europe index 2.85 36 82
Pacific indexed Portfolio * 115 113 22 94 1.97 -3 14 -2 33 070 o o0 S 81 Q20
MEC] Pacific Index *® o 03 21 03 -0 817 a 7o 567
TOTAL INT'L EQUITY COMPOSITE 2.92 1.45 33.01 1.96 29 71.36 3.73 7.82 T.72 71.48
TOTAL INT'L EQUITY w/o Currency Overlav Z2.82 7.45 33.01 1.96 1.22 2.29 4.45 2.54 8.35 2.71
ISCI EAFE INMI Index” T <7 37 05 -7 1 97 6 24
fdedran 163 30 25 (=3 3 55 798
» e groun S4F
* %% LIBC 29 18 T8
'
«
B
Berformance® «wak AT CWAD® 10 =amund (Araugh 3310 porifows manages v TCRS sta’f aflerv ara
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TENNESSEE CONSOLIDATED RETIREMENT SYSTEM

Periods Ending June 30, 2011

.P.erformance Suminary-(c.'b'ntinued)

1QTR 1 YEAR 3 YEAR 5 YEAR 10 YEAR
RETURN ALPHA |RETURN ALPHA RETURN ALPHA |RETURN ALPHA |RETURN ALPHA
US FIXED INCOME MANAGERS
Corporate 289 az7 911 273 9 94 1.64 790 072 3 65 014
Citigroup Credht Index '’ 2.68 6 38 8 30 7 18 6 51
Government 1-5 ¢ 176 Q11 589 350 &5 80 b
Citigroup Treasuny/Gov't Sponscred 1-57 165 239 489
Government 5 Plus * 345 a78 343 166 583 -0.61 581 -0 .95
Citigroup Core+5 Treasury/Gov't Sponsored ™ 267 1. 77 6 14 676
lMongage Backed Securities 22¢ -0 05 426 052 S50 -1.46 591 -1.71 539 -0 47
Ciigroup Morntgage Backed Securities Index 234 374 6 96 702 586
US FIXED INCOME COMPOSITE 2.60 -0.02 6.00 2.01 el 0.54 6.75 -0.02 5.83 0.04
US FIXED INCOME w/o Derivatives 2.50 -0.12 5.91 7.92 717 0.50 6.73 -0.04 5.82 0.03
Citigroup BIG Index * 262 399 6 67 677 579
Medan 203 503 7.53 709 625
INFLATION HEDGED BOND"" 3.50 -0.15 6.94 -0.87 o] -0.25 7.04 0.11
Citigroup TIPS Index 365 781 533 693
INTERNATIONAL FIXED INCOME cOMPOs'TE'" 3.64 -0.21 12.66 0.25 8.43 0.16 8.23 -0.20 8.08 0.19
International Fixed Income 244 -021 12 66 0.25 843 016 8 23 -0.20 B 08 219
Citigrotip G5 -ex US Index ' 385 1241 827 843 7.89
Medan 2.55 13.21 7.12 5 04 789
REAL ESTATE 1.87 -1.49 15.50 -0.53 -4.81 -1.18 1.39 -2.06 6.54 -0.894
MNCREIF Property Index - One Qtriag 3 36 16 03 -3.63 345 748
tMecdan 3 39 18 50 -879 -0 57 560
PRIVATE EQUITY 3.21 2.75 12.66 -217.03
S&P 500 index + 300 bps 046 3269
SHORT TERM 1.13 2.57 2.28
Cash Accournt 221 301 191 312 2 B6
Short Duration 0 26 205 358
123, 'rame 3 che om Fued mEs gt L = 1+5 o refect sirategy cnangs &a 2f 21,033, genchma
g o 1403, na s cne Jm agency e o Go:iE R $ ! 3/VI3 penchmdrs, C
. ENCTATL S ched frgm LeAman Agyrejale -ex SB5 ngs
J K B ties. Chgroup Credd mdex: 741/05-2421:11. #hman Cred2 e« B
" Inflation Hedged Bond is not ranked in years _.tre.'uer than 3. b(.‘Cduse there are not onough observations available.
" International Fixed Income is not ranked in the 10 Year period. because there are not enough observations available.
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TENNESSEE CONSOLIDATED RETIREMENT SYSTEM
As of June 30, 2011

Ending Market
FUND Value Current %

B Index 1,446,488 687 10.8

] Mid Cap 1,027,004,929 76

[ Quant 4.,908,375,384 36.5

e B Sector 3,925,698,552 292

Canada 12.2% 10:6% [ Equity Futures 491,113,000 37

Equity Futures B Canada 1,643,531,406 122

a7% Mid Cap 7.6% TOTAL 13,440,211,959 100.0

Seclor 29.2%
Quant 36.5%
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TENNESSEE CONSOLIDATED RETIREMENT SYSTEM
As of June 30, 2011

~_Inten

International Equity Composite w/o CO MSCI EAFE IMI NET
Other
i

Emerging Markets

Emerging Markets
23.7%

19.9%

Developed Europe

44.8% Developed Europe

45.1%
North America
7.5% North America
8.0%
Dev Asia/Pacific ex
Japan Dev Asia/Pacific ex
9.9% Japan
9.0%
Japan
14.4% Japan
13.7%
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TENNESSEE CONSOLIDATED RETIREMENT SYSTEM
As of June 30, 2011

R R W R T T e _ T T e
""q'lﬁj'cl:‘ff??;;m?‘vm“ﬂ**"“ .. =T :,‘1 A ...n - ___:_ it
Amencan Century
Investment
Other 433
Ending Market
Fund Value Current %
Waller Scott y

/'r 124% ey BaringAsset Amencan Century Investment 213344 438 43%
/ I/ Management Baring Asset [lanagement 747 638 421 14 9%
A i 14.9% GE Asset 582 303 666 116%

/ : i 290 asn 147
/ TT International _ Iarathon 738 620 830 14 7%
f 14.0% Pacific Indexed Perfoho 55%
GE “‘é"fa PanAgora Asset [1anagement 14 8%
ek Pyramis Global Adusors 7 9%
TT International 14 0%
T Walter Scott 124%
’ Cther 00%

PanAgoraAsset e >
, Management 1.7% TOTAL 5.028 300 468 100 0%
14.8%
Pacificindexed
Portfolio
5.5%
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TENNESSEE CONSOLIDATED RETIREMENT SYSTEM
As of June 30, 2011

Ending Market

FUND Value Current%
@ Corporate 3,044,255 437 295
[] Government 1-5 1,656,798,523 16.1
] Government 5+ 1,956,227,438 19.0
Bl MBS 3,658,424 877 35.5
TOTAL 10,315,706,275 100.0
Corporate
29.5%
MBS
355%
/< Government 1-5
16.1%
Govemment 5+ J
19.0%
Page 9




TENNESSEE CONSOLIDATED RETIREMENT SYSTEM
As of June 30, 2011

I_ntern:atién‘al- Fﬁedﬁjihcomé?opﬁbliq l_',!-'-_egibné:l Weights 757

INTERNATIONAL FIXED INCOME CITIGROUP G-5 EX US INDEX
Cther & Supranaticnal
Hr% g;: Developed Eurcpe
389
North Smenca Dev ZiafPacex Japan
5.2% 0.0% )
/
Developed Eurcpe / '
18.0% /
\

55.0% Japan
52%
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