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MARKET PERFORMANCE HIGHLIGHTS

Subprime mortgage woes touched nearly every corner of world financial markets in the 4th 
quarter, as a nearly unprecedented loss of liquidity significantly reduced the appetite for risk taking.  
In the domestic equity market, losses in Financials and Consumer Discretionary sectors, due to 
concerns over the impact of mortgage defaults and consequent reductions in consumer spending, 
more than offset gains in Utilities, Energy and Consumer Staples sectors. 

The threat of a slowing economy and the reduced appetite for risk favored large cap stocks over 
small caps during  the quarter.  The shift in sentiment favoring growth stocks over value that 
started in the 2nd quarter continued through the year end as well.  

From a global perspective, the developed international equity markets continued to outperform 
domestic equities, aided by weakness in the dollar.  Thanks to an 11% gain in October, 
international emerging markets outperformed all other sectors.

The U.S. investment grade bond market posted a gain for the quarter, getting a boost from the 
equity market turmoil and falling interest rates.  Treasuries led all other categories, boosted by 
credit concerns and a flight to quality.  These same factors pushed high yield bonds into negative 
territory for the quarter.

In general, alternative investments produced gains and meaningful diversification benefits in a 
volatile period. 

Major Equity Market Indices

Source: Callan Associates, Inc
US Large Cap = Russell 1000, US Small Cap = Russell 2000, Dev. Int’l Equity = MSCI EAFE, Emerging Mkts Equity = MSCI EM net
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MARKET PERFORMANCE HIGHLIGHTS
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Source: Callan Associates, Inc.; SEI
U.S. Investment Grade Bonds = Lehman US Aggregate Index, High Yield Benchmark = Merrill Lynch High Yield Master II Constrained, Emerging Debt = 
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MARKET VALUE STATEMENT

Market Value Percent Market Value Percent
Domestic Equity 78,689,000$         36.8% 73,505,365$         36.7%
INTECH Large Cap Growth 11,914,289$         5.6% 11,777,671$         5.9%
Rainier Large Cap Growth 15,813,928$         7.4% 11,731,429$         5.8%
Vanguard Large Cap Index 22,452,850$         10.5% 20,151,490$         10.0%
AllianceBernstein Diversified Value 8,997,200$           4.2% 9,832,023$           4.9%
Great Lakes Large Cap Value 9,381,524$           4.4% 9,804,913$           4.9%
Eagle Asset Mgmt 5,438,149$           2.5% 5,470,979$           2.7%
TAMRO Capital Partners 4,691,060$           2.2% 4,736,861$           2.4%

International Equity 30,573,881$         14.3% 29,988,382$         15.0%
Artisan International Fund 14,922,012$         7.0% 14,509,261$         7.2%
Harbor International Fund 15,651,869$         7.3% 15,479,120$         7.7%

Emerging Markets 7,364,008$           3.4% 7,186,490$           3.6%
SSgA Emerging Markets Fund 7,364,008$           3.4% 7,186,490$           3.6%

Domestic Fixed Income 89,104,670$         41.7% 82,013,664$         40.9%
Vanguard Total Bond Index 51,972,299$         24.3% 45,499,240$         22.7%
Western Asset Mgmt 17,198,194$         8.1% 17,100,477$         8.5%
Richmond Capital Management 9,975,141$           4.7% 9,692,467$           4.8%
Atlantic Asset Management 9,959,036$           4.7% 9,721,478$           4.8%

              
Cash Equivalents 7,892,670$           3.7% 7,848,819$           3.9%
STI Classic Instl Cash Management 7,892,670$           3.7% 7,848,819$           3.9%

Total Fund 213,624,230$       100.0% 200,542,720$       100.0%

Asset Distribution Across Investment Managers

September 30, 2007December 31, 2007
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PERFORMANCE SUMMARY

for Periods Ended December 31, 2007
Total Fund Returns

Last Quarter Last Year Last 2 1/4 Years
VBIF Total Fund 0.5 9.8 10.3

VBIF Total Fund (net) 0.5 9.4 10.0
VBIF Index Target 0.1 7.9 9.5
VBIF Style Target 0.1 7.9 9.1
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22.7% - VBIF Index Target
21.5% - VBIF Style Target

15.8% - CPI + 4.2%

24.6% - VBIF Total Fund

Fourth Quarter Overview
In a market where the average institutional fund lost ground for the quarter, the VBIF 

recorded a slight gain of 0.5%.

Assets in the investment account surpassed the $213 million mark as of December 31, 2007.

The Fund remains in compliance with all guidelines and policies.

The Fund’s performance outpaced all of its custom benchmarks for all periods measured.

Even with a significantly more conservative asset allocation plan than most benefit or non-
profit funds, the VBIF account’s results again exceeded 90% of the funds in the Callan 
institutional account databases.

All of the Fund’s active U.S. equity managers except Bernstein large cap value and all of its 
international equity funds except SSGA emerging markets outpaced their peer group median 
returns.

3 out of 4 of the Fund’s bond managers also matched or beat their peer median results.

Western Asset’s core plus bond fund gained 0.6% but lagged the median bond manager as the 
ripple effect from the sub-prime issue continued to hurt some of the manager’s strategies. 

Ahead of all 
benchmarks
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FUND PERFORMANCE HIGHLIGHTS

for Periods Ended December 31, 2007
Returns

Last Quarter Last Year Last 2 1/4 Years
Domestic Equity

INTECH Large Cap Growth 1.3% 8.3% --
S&P:500 Growth (1.3%) 9.1% 9.8%

Rainier Large Cap Growth 0.7% 22.1% --
Russell 1000 Growth (0.8%) 11.8% 10.7%

Vanguard Large Cap Index (3.0%) 6.4% 10.8%
MSCI:US Prime Mkt 750 (3.0%) 6.4% 10.8%

Bernstein Divers. Value (8.4%) (3.7%) --
Great Lakes Large Value (4.2%) 7.3% --

Russell 1000 Value (5.8%) (0.2%) 9.9%

Eagle Asset Management (0.4%) 17.0% --
TAMRO Capital Partners (0.6%) 1.0% --

MSCI:US Small Cap 1750 (5.0%) 1.2% 7.9%
Russell 2000 Index (4.6%) (1.6%) 7.6%

International Equity
Artisan International 2.8% 19.7% --
Harbor International 1.1% 21.8% --

MSCI:EAFE US$ (1.8%) 11.2% 18.4%
SSgA Emerging Markets 2.5% 41.0% --

MSCI:Emer Markets 3.7% 39.8% 35.7%

Domestic Fixed Income
Atlantic Asset Management 2.5% 6.3% --

Richmond Capital Mgmt 3.0% 6.6% --
Western Asset Core Plus 0.6% 2.6% --

Vanguard Total Bond 3.1% 7.1% 5.4%
LB:Aggr Bond 3.0% 7.0% 5.3%

VBIF Total Fund 0.5% 9.8% 10.3%
VBIF Total Fund (net) 0.5% 9.4% 10.0%

VBIF Style Target 0.1% 7.9% 9.1%
VBIF Index Target 0.1% 7.9% 9.5%

Style Target = 30% CAI: Lg Cap Broad Style; 5% CAI: Sm Cap Broad Style; 12% CAI: Intl Core Equity Style; 3% CAI: Emerging 
Markets Style;  45% CAI: Core Bond Style; 5% CAI: Cash Management

Index Target = 30% MSCI U.S. Prime Market 750; 5% Russell 2000; 12% MSCI EAFE; 3% MSCI Emerging Markets;  45% LB 
Aggregate; 5% 90-day T-Bill
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A number of economic, political and psychological factors influence emerging trends in the 
domestic stock and bond markets.  The following chart summarizes our reading of the 
primary factors that are presently driving expectations for the next six to twelve months.

MARKETS OUTLOOK SUMMARY – January 23, 2008

Commentary:
The stock market correction that started in the fourth quarter has quickly escalated in the New Year.  
Revelations of large financial losses by global banking institutions and mortgage insurers are feeding fears 
of a prolonged credit crisis and a U. S. economic recession that spreads across the globe.  Despite 
emergency interest rate cuts by the Fed and talk of a fiscal stimulus program, a Bear market mentality has 
gripped the equity markets.    Although the coincident economic indicators are still favorable, the leading 
indicators are in decline, signaling the onset of a period of economic contraction.  On the positive side, a 
mild recession is already reflected in current equities prices, hopefully limiting further declines.  Also, a 
recession will ease inflation concerns, leaving the Fed room for the additional rate reductions needed to 
unwind credit excesses, rebuild confidence in our financial institutions and spur economic growth. 

Bold - Denotes changes from the preceding Markets Outlook Summary

INFLUENCING 
FACTOR 

PRESENT 
CONDITION 

IMPACT ON 
BONDS 

IMPACT ON 
STOCKS 

 

   
Economic Fundamentals    
     Inflation/Trend Moderate/Increasing? Neutral Neutral 
     Fed Policy/Liquidity Easing/Increasing Positive Positive 
     Fiscal Environment Stimulative Neutral Positive 
     Consumer Spending Trend Moderating Positive Negative 
     Capital Spending Trend Stable Neutral Neutral 
     GDP Growth Forecast 1% - 2% Positive Negative 
     Recent/Long-Term Dollar Trend Declining/Declining Neutral Neutral 
    
Interest Rate Conditions    
     Short-Term Rates Declining Positive Positive 
     Long-Term Rates Declining Positive Positive 
     Yield Curve Normalizing Neutral Neutral 
    
Stock Market Fundamentals    
     Earnings Growth Positive Neutral Positive 
     Earnings Expectations  Decelerating Positive Negative 
     Valuation Level Fair Neutral Positive 
    
Current Issues    
     Consumer Confidence Declining Positive Negative 
     Employment Trend Stable Neutral Positive 
     Geopolitical Risks Intense Positive Negative 
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IMPORTANT DISCLOSURE
In reviewing this information, you should remember that past performance may not be indicative 
of future results.  Different types of investments involve varying degrees of risk, and there can be 
no assurance that the future performance of any specific asset class, investment, investment 
strategy, or product made reference to directly or indirectly in this piece, will be profitable, equal 
any corresponding indicated historical performance level(s), or be suitable for your portfolio.  Due 
to various factors, including changing market conditions, the content may no longer be reflective 
of current opinions or positions.  Moreover, you should not assume that any discussion or 
information contained in this piece serves as the receipt of, or as a substitute for, personalized 
investment advice from Capital Advisory Group.  A copy of our current written disclosure 
statement discussing our advisory services and fees remains available for your review upon 
request.

IMPORTANT DISCLOSURE
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Group: CAI Large Cap Core Style
for Periods Ended December 31, 2007

Returns

10th Percentile (1.3) 11.1 11.2 15.7 6.9 9.5
25th Percentile (2.1) 7.8 10.5 14.3 5.1 8.2

Median (2.7) 6.4 9.4 13.6 4.2 7.2
75th Percentile (3.6) 4.3 8.6 12.8 3.6 6.5
90th Percentile (4.6) 1.6 7.2 11.9 3.0 5.5

Vanguard Large Cap Index A (3.0) 6.4 9.4 -- -- --
MSCI:US Prime Mkt 750 B (3.0) 6.4 9.4 13.5 3.6 6.1
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Group: CAI Large Cap Core Style
Returns for Calendar Years

10th Percentile 11.1 18.0 11.0 14.3 30.6
25th Percentile 7.8 17.2 8.9 12.5 29.9

Median 6.4 16.0 7.2 10.1 27.3
75th Percentile 4.3 14.4 5.7 7.7 25.4
90th Percentile 1.6 12.4 3.9 5.8 23.1

Vanguard Large Cap Index A 6.4 15.6 6.3 -- --
MSCI:US Prime Mkt 750 B 6.4 15.7 6.3 11.4 29.4
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A (54)

A (56)
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Group: CAI Large Cap Core Style
for 3 Years Ended December 31, 2007

Statistics relative to MSCI:US Prime Mkt 750

10th Percentile 2.4 1.1 0.9 2.0
25th Percentile 1.1 0.9 0.5 0.7

Median 0.6 0.8 0.2 0.1
75th Percentile (0.8) 0.6 (0.4) (0.5)
90th Percentile (2.6) 0.4 (0.8) (0.8)

Vanguard Large Cap Index A 0.0 0.8 (0.1) (0.4)
MSCI:US Prime Mkt 750 B 0.0 0.8 0.0 --

A (58)

A (54)

A (61)
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B (58)

Vanguard Large Cap Index Fund
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Group: CAI Large Cap Core Style
for 3 Years Ended December 31, 2007

Statistics relative to MSCI:US Prime Mkt 750

10th Percentile 147.4 117.8
25th Percentile 111.7 104.0

Median 83.2 97.7
75th Percentile 67.7 92.7
90th Percentile 54.6 82.1

Vanguard Large Cap Index A 100.3 100.0
MSCI:US Prime Mkt 750 B 100.0 100.0
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A (39)B (41)
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INTECH Large Cap Growth
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Group: CAI Large Cap Growth Style
for Periods Ended December 31, 2007

Returns

10th Percentile 3.3 23.1 14.5 17.1 4.3 9.9
25th Percentile 1.9 19.7 12.0 15.2 2.7 8.3

Median 0.2 16.0 10.0 12.7 0.7 6.3
75th Percentile (1.2) 11.2 8.0 11.7 (0.2) 4.9
90th Percentile (2.1) 8.0 6.5 10.6 (1.0) 3.4

INTECH:Lg Cap Growth A 1.3 8.4 8.1 13.6 6.3 11.4
S&P:500 Growth B (1.3) 9.1 8.0 10.9 1.6 4.8
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Group: CAI Large Cap Growth Style
Returns for Calendar Years

10th Percentile 23.1 10.5 13.4 13.8 33.2
25th Percentile 19.7 9.0 9.9 11.2 29.9

Median 16.0 6.7 7.0 7.2 27.2
75th Percentile 11.2 4.7 4.8 5.3 24.7
90th Percentile 8.0 2.0 3.8 3.3 21.9

INTECH:Lg Cap Growth A 8.4 8.0 8.0 15.8 29.4
S&P:500 Growth B 9.1 11.0 4.0 6.1 25.7
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Group: CAI Large Cap Growth Style
5 Years Ended December 31, 2007

for 12 Quarter Rolling Periods
Returns

10th Percentile 14.5 11.5 18.2 3.1 (6.4)
25th Percentile 12.0 9.1 16.1 1.6 (7.8)

Median 10.0 7.6 13.4 (0.2) (9.2)
75th Percentile 8.0 6.2 12.0 (1.9) (12.1)
90th Percentile 6.5 5.0 10.5 (2.6) (14.7)

INTECH:Lg Cap Growth A 8.1 10.5 17.4 8.4 1.7
S&P:500 Growth B 8.0 7.0 11.5 0.6 (5.7)

A (73) A (15)

A (16)

A (4)

A (2)

B (74) B (61)

B (80)

B (32)

B (8)

7.0 8.0 9.0 10.0 11.0 12.0 13.0 14.0 15.0 16.0
8.0

10.0

12.0

14.0

16.0

18.0

20.0

22.0

for 5 Years Ended December 31, 2007
Scatter Chart

Standard Deviation

R
et

ur
ns

CAI:Lg Cap Growth Style S&P:500 Growth

INTECH:Lg Cap Growth

Lower Risk
Higher Return

Higher Risk
Lower Return



Virginia Birth-Related Neurological Injury Compensation Fund 3

INTECH Large Cap Growth (Composite)
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Group: CAI Large Cap Growth Style
for 5 Years Ended December 31, 2007
Statistics relative to S&P:500 Growth

10th Percentile 5.8 1.4 1.3 3.1
25th Percentile 3.7 1.2 0.8 1.6

Median 2.2 1.0 0.4 0.7
75th Percentile 0.7 0.9 0.2 0.3
90th Percentile (0.5) 0.7 (0.2) (0.2)

INTECH:Lg Cap Growth A 3.6 1.3 1.1 1.5
S&P:500 Growth B 0.0 0.9 0.0 --
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Statistics relative to S&P:500 Growth

10th Percentile 138.7 153.2
25th Percentile 117.5 140.1

Median 98.5 119.9
75th Percentile 67.7 106.2
90th Percentile 39.3 98.5

INTECH:Lg Cap Growth A 48.6 111.6
S&P:500 Growth B 100.0 100.0
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Rainier Large Cap Growth (Composite)
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for Periods Ended December 31, 2007

Returns

10th Percentile 3.3 23.1 14.5 17.1 4.3 9.9
25th Percentile 1.9 19.7 12.0 15.2 2.7 8.3

Median 0.2 16.0 10.0 12.7 0.7 6.3
75th Percentile (1.2) 11.2 8.0 11.7 (0.2) 4.9
90th Percentile (2.1) 8.0 6.5 10.6 (1.0) 3.4

Rainier:Large Cap Growth A 0.9 22.7 14.8 18.2 3.6 --
Russell 1000 Growth B (0.8) 11.8 8.7 12.1 0.2 3.8
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Group: CAI Large Cap Growth Style
Returns for Calendar Years

10th Percentile 23.1 10.5 13.4 13.8 33.2
25th Percentile 19.7 9.0 9.9 11.2 29.9

Median 16.0 6.7 7.0 7.2 27.2
75th Percentile 11.2 4.7 4.8 5.3 24.7
90th Percentile 8.0 2.0 3.8 3.3 21.9

Rainier:Large Cap Growth A 22.7 9.1 12.9 13.2 35.0
Russell 1000 Growth B 11.8 9.1 5.3 6.3 29.7
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5 Years Ended December 31, 2007

for 12 Quarter Rolling Periods
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10th Percentile 14.5 11.5 18.2 3.1 (6.4)
25th Percentile 12.0 9.1 16.1 1.6 (7.8)

Median 10.0 7.6 13.4 (0.2) (9.2)
75th Percentile 8.0 6.2 12.0 (1.9) (12.1)
90th Percentile 6.5 5.0 10.5 (2.6) (14.7)

Rainier:Large Cap Growth A 14.8 11.7 19.9 4.5 (9.3)
Russell 1000 Growth B 8.7 6.9 13.2 (0.2) (9.4)
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Rainier Large Cap Growth (Composite)
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for 5 Years Ended December 31, 2007

Statistics relative to Russell 1000 Growth

10th Percentile 5.0 1.4 1.5 4.1
25th Percentile 3.1 1.2 0.8 1.7

Median 1.4 1.0 0.4 0.3
75th Percentile 0.1 0.9 0.0 (0.2)
90th Percentile (1.1) 0.7 (0.5) (0.7)

Rainier:Large Cap Growth A 5.0 1.4 1.7 11.2
Russell 1000 Growth B 0.0 0.9 0.0 --
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Group: CAI Large Cap Growth Style
for 5 Years Ended December 31, 2007

Statistics relative to Russell 1000 Growth

10th Percentile 122.9 135.2
25th Percentile 105.7 123.7

Median 90.2 104.5
75th Percentile 68.4 93.2
90th Percentile 44.6 88.9

Rainier:Large Cap Growth A 90.6 155.3
Russell 1000 Growth B 100.0 100.0
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AllianceBernstein Diversified Value (Composite)
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Group: CAI Large Cap Value Style
for Periods Ended December 31, 2007

Returns

10th Percentile (2.9) 5.6 12.5 16.6 9.9 10.3
25th Percentile (4.0) 3.7 10.9 15.6 8.5 9.0

Median (5.1) 1.1 9.7 14.7 7.5 8.2
75th Percentile (6.3) (1.3) 7.6 13.4 6.3 7.1
90th Percentile (8.3) (5.9) 5.3 12.0 4.5 5.8

AllBer:Divers Value A (8.4) (1.8) 7.2 12.0 6.1 7.2
Russell 1000 Value B (5.8) (0.2) 9.3 14.6 6.7 7.7
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Returns for Calendar Years

10th Percentile 5.6 23.6 13.3 19.1 34.5
25th Percentile 3.7 21.2 10.8 16.3 31.9

Median 1.1 19.2 8.2 14.7 30.1
75th Percentile (1.3) 17.0 5.8 12.0 28.2
90th Percentile (5.9) 14.6 4.1 11.0 26.3

AllBer:Divers Value A (1.8) 19.3 5.2 11.5 28.3
Russell 1000 Value B (0.2) 22.2 7.1 16.5 30.0
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Group: CAI Large Cap Value Style
5 Years Ended December 31, 2007

for 12 Quarter Rolling Periods
Returns

10th Percentile 12.5 16.2 20.0 9.6 4.0
25th Percentile 10.9 15.0 18.6 8.0 2.5

Median 9.7 13.9 17.5 6.3 0.5
75th Percentile 7.6 12.3 16.2 4.8 (1.9)
90th Percentile 5.3 10.8 14.7 3.3 (2.9)

AllBer:Divers Value A 7.2 11.9 14.6 6.2 3.3
Russell 1000 Value B 9.3 15.1 17.5 8.6 1.2
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AllianceBernstein Diversified Value (Composite)
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Group: CAI Large Cap Value Style
for 5 Years Ended December 31, 2007

Statistics relative to Russell 1000 Value

10th Percentile 2.3 1.2 1.0 1.3
25th Percentile 1.5 1.1 0.6 0.8

Median 0.1 1.0 0.1 0.0
75th Percentile (1.2) 0.8 (0.4) (0.5)
90th Percentile (3.7) 0.7 (0.8) (0.9)

AllBer:Divers Value A (1.8) 0.8 (0.7) (1.0)
Russell 1000 Value B 0.0 1.0 0.0 --
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Group: CAI Large Cap Value Style
for 5 Years Ended December 31, 2007

Statistics relative to Russell 1000 Value

10th Percentile 151.5 119.1
25th Percentile 121.8 108.9

Median 96.7 100.2
75th Percentile 78.3 91.8
90th Percentile 61.7 83.1

AllBer:Divers Value A 110.5 82.2
Russell 1000 Value B 100.0 100.0
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B (46) B (51)
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Great Lakes Large Cap Value (Composite)
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Group: CAI Large Cap Value Style
for Periods Ended December 31, 2007

Returns

10th Percentile (2.9) 5.6 12.5 16.6 9.9 10.3
25th Percentile (4.0) 3.7 10.9 15.6 8.5 9.0

Median (5.1) 1.1 9.7 14.7 7.5 8.2
75th Percentile (6.3) (1.3) 7.6 13.4 6.3 7.1
90th Percentile (8.3) (5.9) 5.3 12.0 4.5 5.8

GLakes:Value Eq A (4.8) 7.9 10.2 16.4 8.9 9.1
Russell 1000 Value B (5.8) (0.2) 9.3 14.6 6.7 7.7
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Group: CAI Large Cap Value Style
Returns for Calendar Years

10th Percentile 5.6 23.6 13.3 19.1 34.5
25th Percentile 3.7 21.2 10.8 16.3 31.9

Median 1.1 19.2 8.2 14.7 30.1
75th Percentile (1.3) 17.0 5.8 12.0 28.2
90th Percentile (5.9) 14.6 4.1 11.0 26.3

GLakes:Value Eq A 7.9 14.6 8.3 21.8 30.8
Russell 1000 Value B (0.2) 22.2 7.1 16.5 30.0
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for 12 Quarter Rolling Periods
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10th Percentile 12.5 16.2 20.0 9.6 4.0
25th Percentile 10.9 15.0 18.6 8.0 2.5

Median 9.7 13.9 17.5 6.3 0.5
75th Percentile 7.6 12.3 16.2 4.8 (1.9)
90th Percentile 5.3 10.8 14.7 3.3 (2.9)

GLakes:Value Eq A 10.2 14.8 19.9 10.5 3.8
Russell 1000 Value B 9.3 15.1 17.5 8.6 1.2
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Great Lakes Large Cap Value (Composite)
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Group: CAI Large Cap Value Style
for 5 Years Ended December 31, 2007

Statistics relative to Russell 1000 Value

10th Percentile 2.3 1.2 1.0 1.3
25th Percentile 1.5 1.1 0.6 0.8

Median 0.1 1.0 0.1 0.0
75th Percentile (1.2) 0.8 (0.4) (0.5)
90th Percentile (3.7) 0.7 (0.8) (0.9)

GLakes:Value Eq A 1.9 1.2 0.5 0.7
Russell 1000 Value B 0.0 1.0 0.0 --
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Group: CAI Large Cap Value Style
for 5 Years Ended December 31, 2007

Statistics relative to Russell 1000 Value

10th Percentile 151.5 119.1
25th Percentile 121.8 108.9

Median 96.7 100.2
75th Percentile 78.3 91.8
90th Percentile 61.7 83.1

GLakes:Value Eq A 76.9 108.9
Russell 1000 Value B 100.0 100.0
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B (46) B (51)
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Eagle Small Cap Equity (Composite)
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Years
Last 10
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Group: CAI Small Capitalization Style
for Periods Ended December 31, 2007

Returns

10th Percentile (0.3) 19.4 15.2 20.9 14.2 12.8
25th Percentile (2.9) 9.1 10.9 18.3 12.3 11.3

Median (5.5) 1.4 7.8 16.6 9.7 9.4
75th Percentile (7.3) (5.4) 5.2 15.2 6.5 8.2
90th Percentile (9.1) (11.3) 3.3 13.8 4.3 6.1

EAM:Sm/Mid Cap Core A (0.5) 16.0 13.5 18.7 -- --
Russell 2000 Index B (4.6) (1.6) 6.8 16.2 8.1 7.1
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Group: CAI Small Capitalization Style
Returns for Calendar Years

10th Percentile 19.4 21.8 14.8 25.4 54.0
25th Percentile 9.1 18.6 11.0 22.7 49.5

Median 1.4 14.6 7.6 18.5 43.8
75th Percentile (5.4) 11.6 5.6 13.8 39.6
90th Percentile (11.3) 7.1 2.8 8.8 34.6

EAM:Sm/Mid Cap Core A 16.0 16.5 8.2 23.7 30.2
Russell 2000 Index B (1.6) 18.4 4.6 18.3 47.3
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Group: CAI Small Capitalization Style
5 Years Ended December 31, 2007

for 12 Quarter Rolling Periods
Returns

10th Percentile 15.2 18.3 27.4 19.9 17.8
25th Percentile 10.9 16.4 25.8 16.3 15.5

Median 7.8 14.2 23.1 12.5 7.7
75th Percentile 5.2 10.6 20.0 7.6 1.1
90th Percentile 3.3 7.9 16.5 2.3 (5.7)

EAM:Sm/Mid Cap Core A 13.5 16.0 20.3 -- --
Russell 2000 Index B 6.8 13.6 22.1 11.5 6.3
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Eagle Small Cap Equity (Composite)
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Group: CAI Small Capitalization Style
for 3 Years Ended December 31, 2007

Statistics relative to Russell 2000 Index

10th Percentile 8.3 0.8 1.3 3.4
25th Percentile 4.2 0.5 0.7 1.3

Median 1.3 0.3 0.3 0.3
75th Percentile (1.3) 0.1 (0.3) (0.4)
90th Percentile (3.2) (0.1) (0.7) (0.8)

EAM:Sm/Mid Cap Core A 7.1 1.0 1.8 2.5
Russell 2000 Index B 0.0 0.2 0.0 --
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for 3 Years Ended December 31, 2007

Statistics relative to Russell 2000 Index

10th Percentile 129.3 133.0
25th Percentile 113.6 120.3

Median 89.8 103.9
75th Percentile 68.2 90.2
90th Percentile 34.5 77.4

EAM:Sm/Mid Cap Core A 30.7 116.5
Russell 2000 Index B 100.0 100.0
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TAMRO Small Cap Equity (Composite)
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Group: CAI Small Capitalization Style
for Periods Ended December 31, 2007

Returns

10th Percentile (0.3) 19.4 15.2 20.9 14.2 12.8
25th Percentile (2.9) 9.1 10.9 18.3 12.3 11.3

Median (5.5) 1.4 7.8 16.6 9.7 9.4
75th Percentile (7.3) (5.4) 5.2 15.2 6.5 8.2
90th Percentile (9.1) (11.3) 3.3 13.8 4.3 6.1

TAMRO:Small Cap A (0.6) 1.1 10.7 19.6 15.1 --
Russell 2000 Index B (4.6) (1.6) 6.8 16.2 8.1 7.1
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Group: CAI Small Capitalization Style
Returns for Calendar Years

10th Percentile 19.4 21.8 14.8 25.4 54.0
25th Percentile 9.1 18.6 11.0 22.7 49.5

Median 1.4 14.6 7.6 18.5 43.8
75th Percentile (5.4) 11.6 5.6 13.8 39.6
90th Percentile (11.3) 7.1 2.8 8.8 34.6

TAMRO:Small Cap A 1.1 29.5 3.5 13.6 58.6
Russell 2000 Index B (1.6) 18.4 4.6 18.3 47.3
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Group: CAI Small Capitalization Style
5 Years Ended December 31, 2007

for 12 Quarter Rolling Periods
Returns

10th Percentile 15.2 18.3 27.4 19.9 17.8
25th Percentile 10.9 16.4 25.8 16.3 15.5

Median 7.8 14.2 23.1 12.5 7.7
75th Percentile 5.2 10.6 20.0 7.6 1.1
90th Percentile 3.3 7.9 16.5 2.3 (5.7)

TAMRO:Small Cap A 10.7 15.1 23.1 17.8 20.1
Russell 2000 Index B 6.8 13.6 22.1 11.5 6.3
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TAMRO Small Cap Equity (Composite)
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Group: CAI Small Capitalization Style
for 5 Years Ended December 31, 2007

Statistics relative to Russell 2000 Index

10th Percentile 5.2 1.2 1.0 1.6
25th Percentile 3.1 1.0 0.6 0.6

Median 1.1 0.9 0.2 0.1
75th Percentile (0.6) 0.7 (0.1) (0.2)
90th Percentile (2.0) 0.6 (0.4) (0.6)

TAMRO:Small Cap A 1.7 0.9 0.4 1.5
Russell 2000 Index B 0.0 0.8 0.0 --
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Group: CAI Small Capitalization Style
for 5 Years Ended December 31, 2007

Statistics relative to Russell 2000 Index

10th Percentile 126.5 122.1
25th Percentile 106.5 110.2

Median 92.4 100.4
75th Percentile 73.3 91.1
90th Percentile 47.3 83.9

TAMRO:Small Cap A 96.3 121.8
Russell 2000 Index B 100.0 100.0
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Artisan International Fund
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Group: CAI MF - Intl Core Equity Style
for Periods Ended December 31, 2007

Returns

10th Percentile 1.8 21.9 21.7 24.5 11.8 12.2
25th Percentile 0.6 16.5 18.9 21.8 10.1 10.3

Median (1.4) 10.2 16.3 20.2 7.9 8.5
75th Percentile (2.2) 8.4 14.1 18.4 6.2 6.9
90th Percentile (3.8) 5.7 13.2 17.4 4.2 5.6

Artisan:Internatl;Inv A 2.8 19.7 20.5 21.6 8.9 14.5
MSCI:EAFE US$ B (1.8) 11.2 16.8 21.6 8.4 8.7
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Group: CAI MF - Intl Core Equity Style
Returns for Calendar Years

10th Percentile 21.9 28.7 20.7 24.3 43.4
25th Percentile 16.5 26.6 17.1 19.8 38.0

Median 10.2 24.5 13.5 18.5 32.3
75th Percentile 8.4 22.0 11.2 15.8 30.0
90th Percentile 5.7 20.2 9.1 12.4 28.3

Artisan:Internatl;Inv A 19.7 25.6 16.3 17.8 29.1
MSCI:EAFE US$ B 11.2 26.3 13.5 20.2 38.6
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Group: CAI MF - Intl Core Equity Style
5 Years Ended December 31, 2007

for 12 Quarter Rolling Periods
Returns

10th Percentile 21.7 22.4 26.3 15.6 3.3
25th Percentile 18.9 20.2 23.4 13.7 0.8

Median 16.3 19.3 20.7 10.2 (4.5)
75th Percentile 14.1 16.6 19.6 7.0 (7.1)
90th Percentile 13.2 15.3 18.9 5.5 (9.2)

Artisan:Internatl;Inv A 20.5 19.8 20.9 7.2 (4.1)
MSCI:EAFE US$ B 16.8 19.9 23.7 11.9 (2.9)

A (21) A (32) A (48)
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Group: CAI MF - Intl Core Equity Style
for 5 Years Ended December 31, 2007
Statistics relative to MSCI:EAFE US$

10th Percentile 3.3 1.5 0.8 1.4
25th Percentile 1.6 1.4 0.4 0.1

Median (0.5) 1.3 (0.2) (0.7)
75th Percentile (2.4) 1.1 (0.8) (1.1)
90th Percentile (4.2) 1.0 (1.5) (1.4)

Artisan:Internatl;Inv A (1.6) 1.2 (0.3) 0.0
MSCI:EAFE US$ B 0.0 1.3 0.0 --

A (63)

A (65)

A (53)

A (29)
B (38)

B (31)

B (38)
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Artisan International Fund
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Group: CAI MF - Intl Core Equity Style
for 5 Years Ended December 31, 2007
Statistics relative to MSCI:EAFE US$

10th Percentile 141.5 107.5
25th Percentile 122.4 99.6

Median 109.6 92.2
75th Percentile 78.7 85.6
90th Percentile 55.7 80.6

Artisan:Internatl;Inv A 139.0 107.8
MSCI:EAFE US$ B 100.0 100.0

A (11)

A (10)
B (58) B (24)

Alpha Sharpe Ratio
Ratio
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Group: CAI MF - Intl Core Equity Style
for 5 Years Ended December 31, 2007
Statistics relative to MSCI:EAFE US$

10th Percentile 3.3 1.5 0.8 1.4
25th Percentile 1.6 1.4 0.4 0.1

Median (0.5) 1.3 (0.2) (0.7)
75th Percentile (2.4) 1.1 (0.8) (1.1)
90th Percentile (4.2) 1.0 (1.5) (1.4)

Artisan:Internatl;Inv A (1.6) 1.2 (0.3) 0.0
MSCI:EAFE US$ B 0.0 1.3 0.0 --

A (63)

A (65)

A (53)

A (29)
B (38)

B (31)

B (38)
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Portfolio: Artisan:Internatl;Inv
for 5 Years Ended December 31, 2007

Rolling 12 Quarter International Equity Style Chart

Europe Value Europe Growth Japan Value Japan Growth
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Harbor International Fund

Quarter
Last Last Year

Years
Last 3

Years
Last 5

Years
Last 7

Years
Last 10
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20.0

30.0

Group: CAI MF - Intl Core Equity Style
for Periods Ended December 31, 2007

Returns

10th Percentile 1.8 21.9 21.7 24.5 11.8 12.2
25th Percentile 0.6 16.5 18.9 21.8 10.1 10.3

Median (1.4) 10.2 16.3 20.2 7.9 8.5
75th Percentile (2.2) 8.4 14.1 18.4 6.2 6.9
90th Percentile (3.8) 5.7 13.2 17.4 4.2 5.6

Harbor:Intl;Inst A 1.1 21.8 25.0 26.6 15.0 13.2
MSCI:EAFE US$ B (1.8) 11.2 16.8 21.6 8.4 8.7

A (19)

A (11)

A (3)
A (3)

A (3)
A (3)

B (62)

B (47)

B (36)

B (29)

B (42) B (45)
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Group: CAI MF - Intl Core Equity Style
Returns for Calendar Years

10th Percentile 21.9 28.7 20.7 24.3 43.4
25th Percentile 16.5 26.6 17.1 19.8 38.0

Median 10.2 24.5 13.5 18.5 32.3
75th Percentile 8.4 22.0 11.2 15.8 30.0
90th Percentile 5.7 20.2 9.1 12.4 28.3

Harbor:Intl;Inst A 21.8 32.7 20.8 18.0 41.0
MSCI:EAFE US$ B 11.2 26.3 13.5 20.2 38.6

A (11)

A (3)

A (8)

A (54)

A (19)

B (47)

B (27)

B (50)

B (20)

B (22)

12/31/07
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Group: CAI MF - Intl Core Equity Style
5 Years Ended December 31, 2007

for 12 Quarter Rolling Periods
Returns

10th Percentile 21.7 22.4 26.3 15.6 3.3
25th Percentile 18.9 20.2 23.4 13.7 0.8

Median 16.3 19.3 20.7 10.2 (4.5)
75th Percentile 14.1 16.6 19.6 7.0 (7.1)
90th Percentile 13.2 15.3 18.9 5.5 (9.2)

Harbor:Intl;Inst A 25.0 23.7 26.2 15.9 5.0
MSCI:EAFE US$ B 16.8 19.9 23.7 11.9 (2.9)

A (3) A (5)
A (11)

A (8)

A (6)

B (36)
B (28)

B (24)

B (36)

B (45)
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Standard Deviation

R
et

ur
ns

CAI MF:Intl Core Eq Style

MSCI:EAFE US$

Harbor:Intl;Inst

Lower Risk
Higher Return

Higher Risk
Lower Return



Virginia Birth-Related Neurological Injury Compensation Fund 17

Harbor International Fund

Alpha Sharpe Ratio
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Group: CAI MF - Intl Core Equity Style
for 5 Years Ended December 31, 2007
Statistics relative to MSCI:EAFE US$

10th Percentile 3.3 1.5 0.8 1.4
25th Percentile 1.6 1.4 0.4 0.1

Median (0.5) 1.3 (0.2) (0.7)
75th Percentile (2.4) 1.1 (0.8) (1.1)
90th Percentile (4.2) 1.0 (1.5) (1.4)

Harbor:Intl;Inst A 4.0 1.6 0.9 2.7
MSCI:EAFE US$ B 0.0 1.3 0.0 --
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Group: CAI MF - Intl Core Equity Style
for 5 Years Ended December 31, 2007
Statistics relative to MSCI:EAFE US$

10th Percentile 141.5 107.5
25th Percentile 122.4 99.6

Median 109.6 92.2
75th Percentile 78.7 85.6
90th Percentile 55.7 80.6

Harbor:Intl;Inst A 58.0 124.2
MSCI:EAFE US$ B 100.0 100.0
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B (58) B (24)
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Portfolio: Harbor:Intl;Inst
for 5 Years Ended December 31, 2007

Rolling 12 Quarter International Equity Style Chart

Europe Value Europe Growth Japan Value Japan Growth

Pacific Rim Value Pacific Rim Growth
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SSgA Emerging Markets Equity

Quarter
Last

Year
Last

Years
Last 3

Years
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Last 10
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Group: CAI MF - Emerging Markets Style
for Periods Ended December 31, 2007

Returns

10th Percentile 6.1 49.6 49.4 51.1 30.6 19.4
25th Percentile 5.2 45.1 42.9 44.0 27.6 18.2

Median 4.1 41.8 37.6 37.7 23.9 15.0
75th Percentile 2.3 37.0 33.1 35.4 22.2 12.6
90th Percentile 1.1 30.0 29.0 33.1 21.2 12.3

SSgA:Emerg Mkts;I A 2.5 41.0 37.2 37.7 24.9 16.5
MSCI:Emer Markets B 3.7 39.8 35.6 37.5 24.0 14.5
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Group: CAI MF - Emerging Markets Style
Returns for Calendar Years

10th Percentile 49.6 47.3 55.2 40.9 70.0
25th Percentile 45.1 39.1 44.3 37.2 59.4

Median 41.8 34.6 34.5 25.1 54.2
75th Percentile 37.0 30.3 28.2 22.2 51.5
90th Percentile 30.0 28.2 24.3 15.5 46.2

SSgA:Emerg Mkts;I A 41.0 33.5 37.3 24.7 54.0
MSCI:Emer Markets B 39.8 32.6 34.5 26.0 56.3
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Group: CAI MF - Emerging Markets Style
5 Years Ended December 31, 2007

for 12 Quarter Rolling Periods
Returns

10th Percentile 49.4 48.4 53.7 32.2 18.9
25th Percentile 42.9 36.7 46.8 24.6 12.9

Median 37.6 32.1 38.1 22.1 10.1
75th Percentile 33.1 28.2 35.6 19.3 7.7
90th Percentile 29.0 27.0 32.2 15.5 3.7

SSgA:Emerg Mkts;I A 37.2 31.7 38.1 22.2 13.7
MSCI:Emer Markets B 35.6 31.0 38.4 22.8 12.8
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SSgA Emerging Markets Equity

Alpha Sharpe Ratio
Ratio

Information Sortino Ratio
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Group: CAI MF - Emerging Markets Style
for 5 Years Ended December 31, 2007

Statistics relative to MSCI:Emer Markets

10th Percentile 9.2 2.4 1.2 6.1
25th Percentile 4.8 2.2 0.9 2.4

Median 0.4 1.9 0.1 0.2
75th Percentile 0.1 1.8 0.0 (0.8)
90th Percentile (1.8) 1.7 (0.9) (1.2)

SSgA:Emerg Mkts;I A 0.1 1.9 0.1 0.2
MSCI:Emer Markets B 0.0 1.9 0.0 --
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B (79)

B (45)

B (79)

Down Market Capture Up Market Capture
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Group: CAI MF - Emerging Markets Style
for 5 Years Ended December 31, 2007

Statistics relative to MSCI:Emer Markets

10th Percentile 125.6 154.3
25th Percentile 110.7 124.0

Median 88.9 103.4
75th Percentile 71.9 95.0
90th Percentile 66.4 76.2

SSgA:Emerg Mkts;I A 105.4 102.7
MSCI:Emer Markets B 100.0 100.0

A (32) A (53)
B (36) B (60)
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Vanguard Total Bond Index
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Group: CAI Core Bond Fixed-Inc Style
for Periods Ended December 31, 2007

Returns

10th Percentile 3.4 7.5 5.0 5.1 6.4 6.5
25th Percentile 3.0 7.0 4.8 4.9 6.2 6.4

Median 2.7 6.6 4.7 4.7 6.0 6.1
75th Percentile 2.2 5.8 4.4 4.4 5.7 5.9
90th Percentile 1.6 5.1 4.2 4.1 5.5 5.7

Vanguard Tot Bd;Inst A 3.1 7.1 4.6 4.5 5.6 5.8
LB:Aggr Bond B 3.0 7.0 4.6 4.4 5.8 6.0
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Group: CAI Core Bond Fixed-Inc Style
Returns for Calendar Years

10th Percentile 7.5 5.4 3.1 5.3 6.1
25th Percentile 7.0 4.9 3.0 4.8 5.3

Median 6.6 4.5 2.8 4.5 4.5
75th Percentile 5.8 4.4 2.6 4.2 4.0
90th Percentile 5.1 4.2 2.4 3.9 3.6

Vanguard Tot Bd;Inst A 7.1 4.4 2.5 4.4 4.1
LB:Aggr Bond B 7.0 4.3 2.4 4.3 4.1
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Group: CAI Core Bond Fixed-Inc Style
5 Years Ended December 31, 2007

for 12 Quarter Rolling Periods
Returns

10th Percentile 5.0 4.4 4.7 7.0 8.3
25th Percentile 4.8 4.3 4.4 6.6 7.9

Median 4.7 4.0 4.0 6.3 7.7
75th Percentile 4.4 3.8 3.7 5.9 7.3
90th Percentile 4.2 3.6 3.3 5.3 6.7

Vanguard Tot Bd;Inst A 4.6 3.8 3.7 5.6 7.0
LB:Aggr Bond B 4.6 3.7 3.6 6.2 7.6
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Vanguard Total Bond Index

Alpha Sharpe Ratio
Ratio

Information Sortino Ratio
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Group: CAI Core Bond Fixed-Inc Style
for 5 Years Ended December 31, 2007

Statistics relative to LB:Aggr Bond

10th Percentile 0.67 0.61 1.47 3.40
25th Percentile 0.46 0.55 0.95 1.78

Median 0.28 0.50 0.61 0.85
75th Percentile 0.06 0.42 0.15 0.03
90th Percentile (0.20) 0.33 (0.31) (0.48)

Vanguard Tot Bd;Inst A 0.03 0.41 0.19 0.57
LB:Aggr Bond B 0.00 0.40 0.00 --
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Group: CAI Core Bond Fixed-Inc Style
for 5 Years Ended December 31, 2007

Statistics relative to LB:Aggr Bond

10th Percentile 99.4 109.7
25th Percentile 91.2 104.4

Median 82.8 100.5
75th Percentile 73.4 96.9
90th Percentile 60.1 89.2

Vanguard Tot Bd;Inst A 104.2 102.0
LB:Aggr Bond B 100.0 100.0

A (8) A (38)
B (10) B (54)
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Atlantic Asset Management
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Since
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0.0

2.0

4.0

6.0

8.0

Group: CAI Core Bond Fixed-Inc Style
Current Quarter Ending December 31, 2007

for Various Periods
Returns

10th Percentile 3.4 7.1 5.0 5.1 6.4 6.5
25th Percentile 3.0 6.8 4.8 4.9 6.2 6.4

Median 2.7 6.6 4.7 4.7 6.0 6.1
75th Percentile 2.2 6.4 4.4 4.4 5.7 5.9
90th Percentile 1.6 6.3 4.2 4.1 5.5 5.7

AtlAM:Core Fixed Inc A 2.5 7.0 4.7 5.1 6.1 6.2
LB:Aggr Bond B 3.0 6.3 4.6 4.4 5.8 6.0
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Group: CAI Core Bond Fixed-Inc Style
Returns for Calendar Years

10th Percentile 7.5 5.4 3.1 5.3 6.1
25th Percentile 7.0 4.9 3.0 4.8 5.3

Median 6.6 4.5 2.8 4.5 4.5
75th Percentile 5.8 4.4 2.6 4.2 4.0
90th Percentile 5.1 4.2 2.4 3.9 3.6

AtlAM:Core Fixed Inc A 6.3 4.9 3.0 5.3 6.1
LB:Aggr Bond B 7.0 4.3 2.4 4.3 4.1
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Group: CAI Core Bond Fixed-Inc Style
5 Years Ended December 31, 2007

for 12 Quarter Rolling Periods
Returns

10th Percentile 5.0 4.4 4.7 7.0 8.3
25th Percentile 4.8 4.3 4.4 6.6 7.9

Median 4.7 4.0 4.0 6.3 7.7
75th Percentile 4.4 3.8 3.7 5.9 7.3
90th Percentile 4.2 3.6 3.3 5.3 6.7

AtlAM:Core Fixed Inc A 4.7 4.4 4.8 6.6 7.8
LB:Aggr Bond B 4.6 3.7 3.6 6.2 7.6
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Atlantic Asset Management

Alpha Sharpe Ratio
Ratio

Information Sortino Ratio
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Group: CAI Core Bond Fixed-Inc Style
for 5 Years Ended December 31, 2007

Statistics relative to LB:Aggr Bond

10th Percentile 0.7 0.6 1.5 3.4
25th Percentile 0.5 0.5 0.9 1.8

Median 0.3 0.5 0.6 0.8
75th Percentile 0.1 0.4 0.2 0.0
90th Percentile (0.2) 0.3 (0.3) (0.5)

AtlAM:Core Fixed Inc A 0.6 0.6 1.0 2.6
LB:Aggr Bond B 0.0 0.4 0.0 --
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Group: CAI Core Bond Fixed-Inc Style
for 5 Years Ended December 31, 2007

Statistics relative to LB:Aggr Bond

10th Percentile 99.4 109.7
25th Percentile 91.2 104.4

Median 82.8 100.5
75th Percentile 73.4 96.9
90th Percentile 60.1 89.2

AtlAM:Core Fixed Inc A 83.9 110.7
LB:Aggr Bond B 100.0 100.0

A (46)

A (8)

B (10) B (54)
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Group: CAI Core Bond Fixed-Inc Style
for Periods Ended December 31, 2007

Returns

10th Percentile 3.4 7.5 5.0 5.1 6.4 6.5
25th Percentile 3.0 7.0 4.8 4.9 6.2 6.4

Median 2.7 6.6 4.7 4.7 6.0 6.1
75th Percentile 2.2 5.8 4.4 4.4 5.7 5.9
90th Percentile 1.6 5.1 4.2 4.1 5.5 5.7

RichCp:Core Broad A 3.0 6.7 4.6 4.5 5.9 6.2
LB:Aggr Bond B 3.0 7.0 4.6 4.4 5.8 6.0
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B (24)

B (25)

B (70) B (75)

B (71) B (72)

2007 2006 2005 2004 2003
1.0

2.0

3.0

4.0

5.0

6.0

7.0

8.0

9.0

Group: CAI Core Bond Fixed-Inc Style
Returns for Calendar Years

10th Percentile 7.5 5.4 3.1 5.3 6.1
25th Percentile 7.0 4.9 3.0 4.8 5.3

Median 6.6 4.5 2.8 4.5 4.5
75th Percentile 5.8 4.4 2.6 4.2 4.0
90th Percentile 5.1 4.2 2.4 3.9 3.6

RichCp:Core Broad A 6.7 4.8 2.4 4.3 4.2
LB:Aggr Bond B 7.0 4.3 2.4 4.3 4.1
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Group: CAI Core Bond Fixed-Inc Style
5 Years Ended December 31, 2007

for 12 Quarter Rolling Periods
Returns

10th Percentile 5.0 4.4 4.7 7.0 8.3
25th Percentile 4.8 4.3 4.4 6.6 7.9

Median 4.7 4.0 4.0 6.3 7.7
75th Percentile 4.4 3.8 3.7 5.9 7.3
90th Percentile 4.2 3.6 3.3 5.3 6.7

RichCp:Core Broad A 4.6 3.8 3.6 6.1 7.6
LB:Aggr Bond B 4.6 3.7 3.6 6.2 7.6
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Richmond Capital Management

Alpha Sharpe Ratio
Ratio

Information Sortino Ratio
(2.0)
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Group: CAI Core Bond Fixed-Inc Style
for 5 Years Ended December 31, 2007

Statistics relative to LB:Aggr Bond

10th Percentile 0.7 0.6 1.5 3.4
25th Percentile 0.5 0.5 0.9 1.8

Median 0.3 0.5 0.6 0.8
75th Percentile 0.1 0.4 0.2 0.0
90th Percentile (0.2) 0.3 (0.3) (0.5)

RichCp:Core Broad A 0.1 0.4 0.4 0.2
LB:Aggr Bond B 0.0 0.4 0.0 --

A (61)
A (61)

A (61) A (64)
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B (80)

Down Market Capture Up Market Capture
20.0

40.0

60.0

80.0

100.0

120.0

140.0

Group: CAI Core Bond Fixed-Inc Style
for 5 Years Ended December 31, 2007

Statistics relative to LB:Aggr Bond

10th Percentile 99.4 109.7
25th Percentile 91.2 104.4

Median 82.8 100.5
75th Percentile 73.4 96.9
90th Percentile 60.1 89.2

RichCp:Core Broad A 81.1 96.9
LB:Aggr Bond B 100.0 100.0

A (61)

A (75)
B (10) B (54)
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Western Asset Core Plus Bond Fund
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Group: CAI Core Bond Fixed-Inc Style
for Periods Ended December 31, 2007

Returns

10th Percentile 3.4 7.5 5.0 5.1 6.4 6.5
25th Percentile 3.0 7.0 4.8 4.9 6.2 6.4

Median 2.7 6.6 4.7 4.7 6.0 6.1
75th Percentile 2.2 5.8 4.4 4.4 5.7 5.9
90th Percentile 1.6 5.1 4.2 4.1 5.5 5.7

Western Asset Core Pl;I A 0.6 2.6 3.8 5.7 6.7 --
LB:Aggr Bond B 3.0 7.0 4.6 4.4 5.8 6.0
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Returns for Calendar Years

10th Percentile 7.5 5.4 3.1 5.3 6.1
25th Percentile 7.0 4.9 3.0 4.8 5.3

Median 6.6 4.5 2.8 4.5 4.5
75th Percentile 5.8 4.4 2.6 4.2 4.0
90th Percentile 5.1 4.2 2.4 3.9 3.6

Western Asset Core Pl;I A 2.6 6.8 2.2 7.5 9.5
LB:Aggr Bond B 7.0 4.3 2.4 4.3 4.1
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5 Years Ended December 31, 2007

for 12 Quarter Rolling Periods
Returns

10th Percentile 5.0 4.4 4.7 7.0 8.3
25th Percentile 4.8 4.3 4.4 6.6 7.9

Median 4.7 4.0 4.0 6.3 7.7
75th Percentile 4.4 3.8 3.7 5.9 7.3
90th Percentile 4.2 3.6 3.3 5.3 6.7

Western Asset Core Pl;I A 3.8 5.5 6.4 8.6 9.4
LB:Aggr Bond B 4.6 3.7 3.6 6.2 7.6

A (96)
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Western Asset Core Plus Bond Fund

Alpha Sharpe Ratio
Ratio

Information Sortino Ratio
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Group: CAI Core Bond Fixed-Inc Style
for 5 Years Ended December 31, 2007

Statistics relative to LB:Aggr Bond

10th Percentile 0.7 0.6 1.5 3.4
25th Percentile 0.5 0.5 0.9 1.8

Median 0.3 0.5 0.6 0.8
75th Percentile 0.1 0.4 0.2 0.0
90th Percentile (0.2) 0.3 (0.3) (0.5)

Western Asset Core Pl;I A 1.2 0.7 0.6 1.0
LB:Aggr Bond B 0.0 0.4 0.0 --
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Statistics relative to LB:Aggr Bond

10th Percentile 99.4 109.7
25th Percentile 91.2 104.4

Median 82.8 100.5
75th Percentile 73.4 96.9
90th Percentile 60.1 89.2

Western Asset Core Pl;I A 62.3 117.8
LB:Aggr Bond B 100.0 100.0
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Reversal of Fortune
Fourth-quarter GDP increased by just 0.6%, well below the 4.9% growth
rate notched in the third quarter. Residential investment plunged steeply
while consumer and business equipment spending both slowed. The
weakness in housing continues. The prospects for a recession are increasing
and the fate of the economy may rest in the hands of the consumer.

There’s No Place Like Home
Hit with rising fuel costs, tighter credit standards and flat-to-declining home
values, consumers are beginning to pull in the reins on spending. Although
Consumer Staples rose a modest 3.4% during the quarter, Consumer
Discretionary (-10.4%) fell on weak demand. Subprime worries resulted in
a broad-based decline in Financials (-13.0%). Overall, the Russell 3000 fell
3.3%.

Flight to Quality Continues
Spurred by fears of recession, subprime contagion and large write-downs
by banks, spread sectors had one of the worst months on record in
November. Due to these headwinds, investors retreated to the safety of U.S.
Treasurys, marked by a 94 basis point drop in the two-year Treasury note,
which closed the year at 3.05%. The U.S. investment grade bond market, as
measured by the Lehman Aggregate, advanced 3.00% for the quarter and
6.97% for the year.

Limbo
The real estate markets were in a state of flux during the fourth quarter of
2007. The private domestic real estate market, as measured by the
NCREIF Property Index (+3.21%) and the NCREIF Open-Ended
Diversified Core Equity Index (+2.02%), remained positive. In contrast,
the NAREIT Equity Index fell 12.67%.

Emerging Markets: Still the One 
Woes in the credit markets continued to spill over into the international
markets, and as a result, the MSCI EAFE declined 1.75% during the

quarter. Suffering the worst performance of the international indices, the
MSCI Pacific Basin fell 4.63% while the MSCI EMF—seemingly
insulated from the worries of subprime and a pending global slowdown—
survived a turbulent quarter to notch a 3.66% gain.

Global Decoupling or Recoupling?
Due to a faltering U.S. economy, deteriorating corporate profits and volatile
credit conditions, non-U.S. developed country bond yields fell around the
globe. The non-U.S. bond market rose by 1.45% in the fourth quarter in
local terms and 3.91% in U.S. dollar terms, as measured by the Citi Non-
U.S. World Government Bond Index.

Private Equity Market
A new fundraising record was set in 2007 with $302 billion in new
commitments and 415 funds. The investment pace by funds increased
during the quarter and included the largest buyout closed to date: TXU. Exit
activity declined slightly during the quarter. 

Volatile Markets Create Opportunities
Big swings in the markets spawn new short-term trading ideas, and last
quarter was no exception for hedge funds. Amid a more sober economic
outlook, hedge funds gathered attractive profits, especially by shorting
investments that rely heavily on access to credit. The median fund-of-funds
manager gained 1.67% last quarter, net of fees, with particular strength
coming from Long-Short Equity, Global Macro and Emerging Markets. 

Defense Wins the Game
In the fourth quarter, the median public and Taft-Hartley plans, with
average public equity allocations of 61% and 57%, respectively, led their
institutional counterparts, returning -0.58%. Corporate plans and
endowments/foundations were not far behind, with medians returns of 
-0.75% and -0.76%, respectively. Domestic balanced managers and global
balanced managers trailed their respective static 60% equity and 40% fixed
income benchmark targets.
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There’s No Place Like Home
Until recently, this was the mantra for homeowners who were able to tap into
their home equity to fund vacations, new cars, etc. Based upon the
S&P/Case-Shiller® Home Price Index, home prices tumbled 6.1% over the
past 12 months and were flat over the past two years. The drying up of the
home equity well, tighter credit standards and oil prices approaching $100 a
barrel are causing consumers to struggle.

The broad benchmark Russell 3000 (-3.3%) fell during the quarter as both
large and small capitalization stocks were in the red. The mega cap Russell
Top 50 shed 3.2%, while the smaller cap Russell 2000 lost 4.6% and the
Russell MidCap dropped 3.6%. The S&P 500 moved down 3.3%.

Financials (-13.0%) posted a broad-based decline led by companies with
exposure to the mortgage market, such as Countrywide Financial (-52.5%),
Washington Mutual (-60.7%), Freddie Mac (-41.8%) and Fannie Mae 
(-33.7%). Real Estate (-12.0%) and Insurance (-6.3%) were also in the red,
while the lone bright spot was Asset Management (+6.0%).

Consumer Discretionary (-10.4%) sagged on slowing sales as consumers
tightened their purse strings. Automobiles fell 19.4%, followed by Hotels 
(-15.0%), Retailing (-12.4%) and Household Durables (-11.0%).

Technology (-0.6%) was a stock picker’s market. Apple Computer (+29.1%)
rose due to strong iPhone and iPod demand while Dell (-11.2%) continued to
struggle and Cisco (-18.3%) announced weakening demand. Both Microsoft
(+21.2%) and Google (+21.9%) easily bested their earnings estimates during
the quarter. 

Industrials (-4.0%) experienced a decline as sector leader, General Electric,
lost 9.7%. Transports were down by 6.7% on rising fuel costs with Aerospace
falling 3.6%. Construction & Farm Equipment (+1.8%) moved up as Deere
& Co. (+25.6%) and Joy Global (+29.8%) advanced on strong global
demand.

Health Care (-0.04%) was split again. Pharmaceuticals (-0.3%) and
Biotechnology (-7.5%) dropped while Managed Care (+9.3%), led by
UnitedHealth Group (+20.2%) and WellPoint (+11.2%), surged ahead.

With winter approaching and energy prices heading north, Utilities (+6.5%),
including Electric (+8.6%) and Multi-line (+5.4%) companies, advanced.

Energy (+5.0%) continued its record of strong performance. Exploration &
Production (+14.8%) and Coal (+39.5%) benefited from growing demand.
Drilling (+12.5%) also remained strong as industry leader Transocean Inc.
(+19.4%) profited from closing its purchase of GlobalSantaFe.

Aided by growing demand for food and ethanol-based fuels, Agricultural
Chemicals (+36.9%) once again led the charge in the Materials (+1.1%)
sector, while Metals (-1.0%) and Paper (-4.0%) took a pause from their recent
strong performances.

Consumer Staples (+3.4%) increased due in part to packaged goods stalwart
Proctor & Gamble (+4.9%) and tobacco giant Altria (+9.0%). Beverages
(+5.2%) also enjoyed a good quarter with solid performances from Coca-Cola
(+7.4%), PepsiCo (+4.1%) and Anheuser-Busch (+5.4%). 

Based upon the Russell style indices, growth-oriented stocks topped value-
oriented stocks across all capitalization ranges for the second straight quarter.
To compare value and growth, Russell divides the capitalization indices to
create subsectors of growth- and value-oriented stocks. Among smaller
stocks, the Russell 2000 Small Cap Growth Index fell 2.1%, compared to a
7.3% decline  for its value counterpart. In the large stock arena, the Russell
1000 Growth Index (-0.8%) bested the Russell 1000 Value Index (-5.8%).

  Large Cap-Growth   Large Cap-Value   Small Cap-Growth   Small Cap-Value
 Style Style Style Style
  10th Percentile  3.32 -2.94 1.75 -4.26
  25th Percentile  1.91 -3.97 -0.10 -5.43
  Median  0.20 -5.13 -2.88 -8.32
  75th Percentile  -1.20 -6.35 -5.18 -9.51
  90th Percentile  -2.14 -8.28 -6.39 -11.01
   R1000 Growth R1000 Value  R2000 Growth  R2000 Value
  Benchmark  -0.77 -5.80 -2.10 -7.28
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U.S. EQUITY
Style Median and Index Returns* for Periods ended December 31, 2007

U.S. Equity Index Characteristics as of December 31, 2007

S&P 1500 S&P 500 S&P 400 S&P 600 Rus 3000 Rus 1000 Rus Midcap Rus 2000

Cap Range 56–511,887 708–511,887 263–12,399 56–4,903 8–527,781 217–527,781 217–28,000 8–8,398
Number of Issues 1,500 500 400 600 2,921 1,011 805 1,910
% of S&P 1500 100% 89% 8% 4% 100% 92% 26% 8%
Wtd Avg Mkt Cap $95.8B $107.8B $4.1B $1.5B $88.7B $96.3B $9.4B $1.4B
Price/Book Ratio 2.7 2.7 2.4 2.1 2.7 2.7 2.6 2.1
P/E Ratio (forecasted) 14.5 14.3 16.3 16.2 14.9 14.7 16.4 19.4
Dividend Yield 1.9% 2.0% 1.3% 1.1% 1.8% 1.9% 1.4% 1.3%
5-Yr Earnings (forecasted) 12.8% 12.4% 15.6% 16.3% 13.2% 13.0% 14.2% 16.7%

Last Last Last 3 Last 5 Last 10 Last 15
Quarter Year Years Years Years Years

Large Cap Equity

Large Cap–Broad Style -2.93 5.64 9.73 14.08 7.46 11.54
Large Cap–Growth Style 0.20 16.02 9.98 12.70 6.27 10.25
Large Cap–Value Style -5.13 1.13 9.70 14.67 8.16 12.04
Aggressive Growth Style -1.78 17.26 10.53 16.96 8.74 11.89
Contrarian Style -5.02 0.80 9.32 15.06 8.50 13.12
Core Style -2.74 6.35 9.44 13.59 7.21 11.36
Yield Style -5.07 2.86 9.74 14.44 8.06 11.87
Russell 3000 -3.34 5.14 8.89 13.63 6.22 10.48
Russell 1000 -3.23 5.77 9.08 13.43 6.20 10.58
Russell 1000 Growth -0.77 11.81 8.68 12.11 3.83 8.47
Russell 1000 Value -5.80 -0.17 9.32 14.63 7.68 12.06
S&P Composite 1500 -3.40 5.47 8.72 13.23 6.35 10.66
S&P 500 -3.33 5.49 8.62 12.83 5.91 10.49
NYSE -2.41 9.12 12.93 16.67 8.10 11.68
Dow Jones Industrials -3.91 8.88 9.65 12.21 7.44 12.10

Mid Cap Equity

Mid Cap–Broad Style -3.13 9.04 11.44 17.75 11.22 13.68
Mid Cap–Growth Style -1.38 19.36 13.60 18.31 11.10 12.97
Mid Cap–Value Style -4.20 1.96 10.49 17.39 11.18 14.49
Russell Midcap -3.55 5.60 11.09 18.21 9.91 12.62
S&P MidCap 400 -2.73 7.98 10.27 16.19 11.19 13.35

Small Cap Equity

Small Cap–Broad Style -5.54 1.36 7.85 16.64 9.42 12.56
Small Cap–Growth Style -2.88 13.70 10.47 17.42 8.47 11.97
Small Cap–Value Style -8.32 -8.60 4.79 16.14 10.56 13.00
Russell 2000 -4.58 -1.57 6.80 16.25 7.08 10.10
S&P SmallCap 600 -6.45 -0.30 7.31 16.04 9.03 11.78
NASDAQ -1.62 10.65 7.64 15.46 5.90 10.17

Russell 3000 Sectors

Consumer Staples 3.43 14.13 11.15 11.46 6.42 10.37
Consumer Discretionary -10.42 -11.66 -0.48 9.10 4.19 7.09
Industrials -3.96 12.33 11.08 16.58 8.31 11.77
Energy 4.96 32.04 28.80 29.02 15.14 16.30
Materials 1.08 26.42 16.86 20.74 9.16 10.10
Information Technology -0.59 15.13 8.63 14.49 5.30 11.31
Utilities 6.52 17.55 18.13 21.16 8.22 10.14
Financials -13.01 -17.82 1.53 9.57 6.27 12.63
Telecommunications -6.20 10.00 13.63 13.42 1.17 —
Health Care -0.04 7.93 7.66 9.32 6.70 —

3Capital Market Review • Fourth Quarter 2007* Returns less than one year are not annualized.
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Flight to Quality Continues
Spurred by fears of recession, subprime contagion and the negative impact of
banks bringing impaired assets back onto their balance sheets, spread sectors
experienced one of the worst months on record in November. Due to these
headwinds, investors retreated to the safety of U.S. Treasurys, marked by a 94
basis point drop in the two-year Treasury note, which closed the year at
3.05%. The U.S. investment grade bond market, as measured by the Lehman
Aggregate, advanced 3.00% for the quarter and 6.97% for the year.

In the third quarter, the U.S. economy expanded 4.9%, as measured by GDP,
a stark comparison to the litany of negative news in the fourth quarter.
Deteriorating corporate earnings, waning consumer confidence, inflationary
pressures and continued ratings downgrades subsequently took their toll on
the market. The most recent blow to market confidence was an increase in
unemployment to 5%, accompanied by headline news of mass layoffs at large
financial institutions. The culmination of increased unemployment, illiquidity
and shrinking consumer confidence forced the Fed to cut short-term rates
twice in the fourth quarter, from 4.75% to 4.25%. 

Along with Treasurys, the Treasury Inflation Protected Securities (TIPS)
market was another strong segment returning 4.97% during the quarter, as
measured by the Lehman TIPS Index. TIPS rallied despite fears of recession
and weak growth in 2008, oil approaching $100 a barrel and latent concerns
over stagflation.

Bearing the brunt of the flight to quality was the securitized debt market,
especially asset-backed securities (ABS), which includes subprime home
equity loans. Marked by a period of extremely poor liquidity, ABS saw
spreads widen from 74 basis points to 242 basis points, resulting in a negative
408 basis points of excess return for the quarter and a negative 634 basis
points for the year. The home equity loans (HEL) portion of ABS witnessed
a negative excess return of 1,223 basis points over Treasurys for the quarter
and a negative 1,707 basis points for the year. Not surprisingly, ABS HEL
securities were the worst performers, plagued by illiquidity, industry
downgrades and the glut in housing inventory. Mortgage-backed securities
(MBS) were also widely impacted by the credit crunch and increased
volatility, but still advanced 3.06% for the quarter and 6.90% for the year, as
measured by the Lehman U.S. MBS Index. However, on a duration adjusted
basis, MBS provided a negative 21 basis points of excess return for the
quarter and a negative 177 basis points for the calendar year, marking the
worst performance year on record. The average spread in the MBS sector
increased by 50 basis points, to levels not seen since 2001.

A slowing economy, fears of recession and depressed corporate profits were
a detriment to corporate investment names, hitting high yield the hardest. The
corporate segment of the fixed income market climbed 2.19% for the quarter
and 5.11% for the year, as measured by the Lehman Credit Index. The
Lehman High Yield Index lost 1.30% for the quarter, but gained 1.87% for
the year.

Effective Yield Over Treasurys
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Sector Performance – Fourth Quarter 2007

   Intermediate Core Bond Core Plus Ext Maturity  High Yield
  Style Style Style Style Style
  10th Percentile  3.19 3.37 2.98 6.31 -0.15
  25th Percentile  3.05 2.99 2.50 5.59 -0.43
  Median  2.92 2.67 2.02 4.05 -0.67
  75th Percentile  2.71 2.23 1.91 3.85 -1.17
  90th Percentile  2.13 1.61 1.46 3.25 -1.40
    LB Inter Agg LB Agg LB Agg LB G/C Long LB High Yield
  Benchmark  2.89 3.00 3.00 3.87 -1.30
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Last Last Last 3 Last 5 Last 10 Last 15
Quarter Year Years Years Years Years

Broad Fixed Income

Core Bond Style 2.67 6.61 4.67 4.66 6.12 6.70
Core Bond Plus Style 2.02 5.74 4.68 5.40 6.24 7.12
LB Aggregate 3.00 6.97 4.56 4.42 5.97 6.47
LB Govt/Credit 3.10 7.23 4.44 4.44 6.01 6.54
LB Govt 3.73 8.66 4.90 4.10 5.92 6.39
LB Credit 2.19 5.11 3.77 4.84 6.05 6.84
Citi Broad Investment Grade 3.15 7.21 4.69 4.55 6.03 6.53

Long-Term

Extended Maturity Style 4.05 6.66 5.27 6.30 7.69 8.62
LB Gov/Credit Long 3.87 6.60 4.87 5.80 6.95 7.95
LB Gov Long 5.59 9.65 6.06 5.73 7.18 8.15
LB Credit Long 2.23 3.60 3.61 6.08 6.58 7.61

Intermediate-Term

Intermediate Style 2.92 7.31 4.47 4.18 5.89 6.19
LB Intermediate Aggregate 2.89 7.02 4.51 4.22 5.83 6.18
LB Gov/Credit Intermediate 2.90 7.39 4.32 4.06 5.76 6.06
LB Gov Intermediate 3.36 8.47 4.63 3.69 5.55 5.83
LB Credit Intermediate 2.17 5.60 3.83 4.49 5.98 6.56

Short-Term

Defensive Style 2.07 6.43 4.34 3.43 5.01 5.31
Active Cash Style 1.39 5.33 4.23 3.18 4.32 4.66
Money Market Funds (net of fees) 1.08 4.73 3.96 2.65 3.41 3.75
ML Treasury 1–3 Year 2.36 7.32 4.29 3.12 4.75 5.06
90-Day Treasury Bills 1.05 5.00 4.30 3.07 3.77 4.09

High Yield

High Yield Style -0.67 3.34 5.86 10.37 6.42 8.69
LB High Yield -1.30 1.87 5.39 10.90 5.51 7.52
ML High Yield Master -1.14 2.17 5.46 10.57 5.80 7.74

Mortgage/Asset-Backed

Mortgages Style 2.97 6.81 4.93 4.59 6.13 6.69
LB MBS 3.06 6.90 4.90 4.49 5.91 6.34
LB ABS -0.76 2.21 2.99 3.20 5.43 5.85
LB CMBS 2.25 5.57 4.03 4.17 6.63 —

Municipal

LB Muni 1.37 3.36 3.90 4.30 5.17 5.90
LB Muni 1–10 Year 1.78 4.79 3.39 3.49 4.61 —
LB Muni 3 Year 1.78 5.00 2.96 2.67 3.99 4.36

5Capital Market Review • Fourth Quarter 2007

U.S. Fixed Income Index Characteristics as of December 31, 2007

Yield Modified Adj. Average % of % of
Lehman Brothers Indices to Worst Duration Maturity LB G/C LB Aggregate

LB Aggregate 4.90 4.41 7.05 100.00% 100.00%
LB Govt/Credit 4.53 5.35 8.10 100.00% 54.90%

Intermediate 4.27 3.79 4.64 79.03% 43.39%
Long-Term 5.47 11.23 21.15 20.97% 11.51%

LB Govt 3.76 4.72 6.63 58.37% 32.05%
LB Credit 5.60 6.22 10.16 41.63% 22.85%
LB Mortgage 5.36 2.99 5.74 — 38.56%
LB Asset-Backed 5.80 3.37 4.23 — 0.87%
LB Commercial Mortgage 5.36 5.09 6.24 — 5.66%
LB Corp High Yield 9.64 4.61 7.49 — —

U.S. FIXED INCOME
Style Median and Index Returns* for Periods ended December 31, 2007

* Returns less than one year are not annualized.
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Emerging Markets: Still the One 
Spurred by continued credit concerns and the ripple effects of the U.S.
subprime lending crisis, the MSCI EAFE Index declined 1.75% in the fourth
quarter. In a dramatic move, the central banks orchestrated a coordinated
infusion of nearly $500 billion into the financial markets. Emerging markets,
as represented by the MSCI EMF Index (+3.66%), remained a pillar of
strength in the turbulent global markets. The weak U.S. dollar continued to
boost returns in countries where currencies remained strong. For the fourth
consecutive quarter, EAFE Growth (-0.28%) beat EAFE Value (-3.30%),
and EAFE Small Cap (-4.85%) underperformed EAFE. Spain (+8.25%),
Portugal (+7.42%) and Germany (+5.09%) led Europe. In the developed
Pacific, Hong Kong (+7.14%) managed to produce the only positive return,
while Japan (-6.08%) continued to pull down the MSCI EAFE Index.

Europe 

The MSCI Europe Index (-0.46%) fell slightly in a very volatile quarter.
Financials led the regional decline, as firms like UBS and Swiss Re reported
large losses tied to subprime mortgage investments. Other firms, such as
HSBC and Société Générale, added previously unrecognized structured
investment vehicles to their balance sheets. There were some bright spots
among European equities, with the more defensive sectors like Utilities and
Consumer Staples performing well. Conversely, Technology and Consumer
Discretionary tumbled amid concerns of a global economic slowdown. The
European Central Bank held rates steady at 4.0%, while the Bank of England
reversed its July quarter-point uptick to bring interest rates back down to
5.5%.

Asia

The MSCI Pacific Basin Index lagged the broader market, down 4.63% in
dollar terms, as Japan (-6.08%) continued to struggle with political instability,
a rising yen and a potential global growth slowdown. The latter two factors
especially hurt the export-reliant Japanese economy. Australia (-4.15%) saw
strong contributions from the Materials sector tempered by a weakness in
Industrials, Utilities and Financials. Hong Kong outpaced the entire region
due to the momentum created following the Chinese authorities decision last
quarter to allow mainland investors to trade on the Hang Seng.

Emerging Markets

The MSCI EMF Index survived a topsy-turvy quarter to come out as the
only regional index with a positive return. The EMF Index was up in October,
fell sharply in November and rebounded in December to finish up 3.66%. As
of year-end 2007, emerging markets were not as exposed to the subprime
crisis and credit concerns as their developed market peers. Even though
Materials and Industrials cooled off, higher crude oil prices lifted the Energy
sector, while strong wireless provider sales growth in the domestic economies
helped boost the Telecommunications sector. Benefiting from higher oil
prices and an improving domestic economy, Russia (+17.42%) trailed only
India (+23.31%) among the BRIC countries (Brazil, Russia, India and China).
MSCI China (-3.65%) lost a bit of steam as authorities attempted to harness
the liquidity and speculation within the domestic A-share market. Always a
factor in emerging markets, political uncertainty reappeared in Pakistan after
former Prime Minister Benazir Bhutto was assassinated in late December. 

Rolling One-Year Relative Returns vs. MSCI EAFE US$
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Sector Performance – Fourth Quarter 2007

 Global Equity   Non-U.S. Equity   Emerging Markets Small Cap
 Style Style Eq Style Style
  10th Percentile  0.54 1.77 6.41 -2.05
  25th Percentile  -0.56 0.25 5.75 -3.77
  Median  -1.54 -0.77 3.87 -5.38
  75th Percentile  -2.52 -2.28 3.28 -7.21
  90th Percentile  -3.53 -3.67 2.51 -8.69
  MSCI MSCI MSCI  MSCI EAFE 
  World EAFE Emg Mkts Small Cap
  Benchmark  -2.42 -1.75 3.66 -4.85
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Last Last Last 3 Last 5 Last 10 Last 15
Quarter Year Years Years Years Years

International Equity

Global Style -1.54 10.41 13.74 18.19 8.95 11.57
Non-U.S. Style -0.77 13.05 18.48 22.66 10.75 11.74
Core Style -1.39 11.02 17.63 21.98 10.39 11.19
MSCI EAFE–Unhedged -1.75 11.17 16.83 21.59 8.66 9.56
MSCI EAFE–Local -2.96 3.54 15.87 16.08 6.12 8.00
MSCI EAFE Growth –Unhedged -0.28 16.45 17.29 19.85 6.46 7.30
MSCI EAFE Value–Unhedged -3.30 5.96 16.27 23.21 10.66 11.70
MSCI World–Unhedged -2.42 9.04 12.75 16.96 7.00 9.71
MSCI World–Local -3.03 4.69 11.88 14.26 5.82 8.92
MSCI AC World ex-U.S.–Unhedged -0.62 17.12 20.37 24.52 10.10 10.55
MSCI AC World–Unhedged -1.70 12.18 14.94 18.80 7.93 10.34

Pacific Equity

Pacific Basin Style -2.28 11.50 16.75 20.99 9.17 7.95
Japan Style -5.65 -3.44 8.77 15.86 6.72 6.04
Pacific Rim Style -0.20 39.73 32.85 31.19 14.86 11.70
MSCI Pacific–Unhedged -4.63 5.30 13.16 19.01 6.83 4.99
MSCI Pacific–Local -6.31 -1.69 14.65 15.89 4.75 3.88
MSCI Japan–Unhedged -6.08 -4.23 8.50 15.00 4.50 2.91
MSCI Japan–Local -8.77 -10.21 11.66 13.62 2.92 2.15

Europe Equity

Europe Style -1.08 12.95 19.04 22.57 11.93 14.06
MSCI Europe–Unhedged -0.46 13.86 18.55 22.78 9.55 12.69
MSCI Europe–Local -1.47 6.04 16.40 16.22 6.89 11.13

Emerging Markets

Emerging Markets Style 3.87 39.32 36.07 38.52 16.65 14.46
MSCI Emerging Markets–Unhedged 3.66 39.78 35.60 37.46 14.53 12.16
MSCI Emerging Markets–Local 2.89 33.55 32.71 31.91 15.61 21.52

International Small Cap Equity

Small Cap Style -5.38 8.92 21.49 30.00 16.44 13.79
MSCI EAFE Small Cap–Unhedged -4.85 1.45 15.16 26.37 — —
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INTERNATIONAL EQUITY
Style Median and Index Returns* for Periods ended December 31, 2007

Return Attribution for EAFE Countries
Fourth Quarter 2007

Country Total Local Currency Weighting

Australia -4.15% -3.40% -0.78% 6.47%
Austria 0.45% -2.29% 2.81% 0.58%
Belgium -5.97% -8.54% 2.81% 1.23%
Denmark 0.15% -2.55% 2.77% 0.93%
Finland -2.12% -4.79% 2.81% 1.86%
France 0.70% -2.05% 2.81% 10.75%
Germany 5.09% 2.22% 2.81% 9.40%
Greece 6.31% 3.41% 2.81% 0.77%
Hong Kong 7.14% 7.53% -0.36% 2.43%
Ireland -11.21% -13.63% 2.81% 0.64%
Italy 0.52% -2.22% 2.81% 3.96%
Japan -6.08% -8.77% 2.95% 19.91%
Netherlands -1.77% -4.45% 2.81% 2.82%
New Zealand -3.69% -5.43% 1.84% 0.13%
Norway -0.59% -0.45% -0.14% 1.08%
Portugal 7.42% 4.49% 2.81% 0.36%
Singapore -3.38% -6.31% 3.13% 1.11%
Spain 8.25% 5.30% 2.81% 4.39%
Sweden -12.75% -12.83% 0.09% 2.32%
Switzerland -1.93% -4.95% 3.18% 6.69%
UK -2.39% -0.09% -2.30% 22.17%

* Returns less than one year are not annualized.



Last Last Last 3 Last 5 Last 10 Last 15
Quarter Year Years Years Years Years

Global Fixed

Global Style 3.50 10.21 3.34 7.36 6.64 7.28
Citi World Govt–Unhedged 3.92 10.95 3.12 6.81 6.31 6.69
Citi World Govt–Local 1.95 3.72 2.70 3.02 4.44 5.85

Non-U.S. Fixed

Non-U.S. Style 3.80 11.06 2.49 7.74 6.37 7.52
Citi Non-U.S. World Govt–Unhedged 3.91 11.46 2.67 7.54 6.30 6.79
Citi Non-U.S. World Govt–Local 1.45 2.39 2.12 2.73 3.99 5.80

Europe

Citi Euro Govt Bond–Unhedged 3.96 12.86 4.76 10.80 — —
Citi Euro Govt Bond–Local 1.12 1.79 2.25 3.65 — —

Emerging Markets Fixed

JPM Emerg Mkts Bond Plus 2.68 6.45 9.57 13.63 10.36 12.99
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Global Decoupling or Recoupling?
Non-U.S. developed country bond yields fell around the globe due to
a faltering U.S. economy, deteriorating corporate profits and volatile
credit conditions. The non-U.S. bond market, as measured by the Citi
Non-U.S. World Government Bond Index, rose 1.45% in the fourth
quarter in local terms and 3.91% in U.S. dollar terms. The U.S. dollar
continued to slide against most currencies in the quarter, but showed
signs of stabilization in December.

In Europe, the economic data suggested that growth was slowing,
albeit not as quickly as other major economies. However, growing
concerns over inflation trumped the weakened economy and forced
the European Central Bank to leave rates at 4.0%. Conversely, the
Bank of England, in order to mitigate increasing problems in the
housing market, lowered rates by 25 basis points to 5.5%.
Government bonds outperformed credit and structured notes in a
flight to quality.

In Canada, New Zealand and Australia, the market sentiment was
mixed. Due to worries over a rising Canadian dollar and weakening
inflationary pressures, the Bank of Canada cut rates to 4.25%. The
Royal Bank of New Zealand and the Reserve Bank of Australia left
rates unchanged amid relative strength in the economy and continued
inflationary pressures. 

The Bank of Japan held rates at 0.5% in the fourth quarter due to
concerns of a global economic slowdown. GDP for the third quarter
was lowered to 0.4% and exports to the U.S. fell for the third straight
month, as the yen continued to appreciate against the dollar. Concerns
over the potential negative impact from the global slowdown caused
the yield on the 10-year Japanese government bond to fall from 1.69%
to 1.51%.

Despite increased volatility and concerns of a global slowdown,
emerging market debt posted positive returns, supported by strong
fundamentals. The dollar-denominated emerging market debt, as
measured by the JPMorgan EMBI Global Index, rose 2.64% during
the fourth quarter. The local currency emerging market debt, as
measured by the JPMorgan GBI-EM Index, advanced 3.42%.

 Global Fixed Non-U.S. Fixed
 Style Style
  10th Percentile  4.15 4.25
  25th Percentile  3.85 3.95
  Median  3.50 3.80
  75th Percentile  3.21 3.43
  90th Percentile  2.69 2.77
    Citi World Gov Unhedged Citi Non-U.S. World Gov Unhedged
  Benchmark  3.92 3.91
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INTERNATIONAL FIXED INCOME
Style Median and Index Returns* for Periods ended December 31, 2007

Return Attribution for Non-U.S. Govt Indices
Fourth Quarter 2007

Country Total Local Currency** Weighting

Australia -0.18% 0.60% -0.78% 0.40%
Austria 4.05% 1.21% 2.81% 1.96%
Belgium 3.95% 1.12% 2.81% 3.16%
Canada 4.22% 3.51% 0.68% 2.36%
Denmark 3.97% 1.17% 2.77% 0.80%
Finland 4.07% 1.23% 2.81% 0.62%
France 4.03% 1.20% 2.81% 10.00%
Germany 3.93% 1.10% 2.81% 12.29%
Greece 3.92% 1.08% 2.81% 2.56%
Ireland 4.05% 1.22% 2.81% 0.50%
Italy 3.88% 1.04% 2.81% 11.48%
Japan 4.35% 1.35% 2.95% 34.83%
Malaysia*** 2.94% -0.10% 3.03% 0.46%
Netherlands 3.99% 1.15% 2.81% 2.79%
Norway 1.73% 1.88% -0.14% 0.39%
Poland 7.48% -0.26% 7.77% 1.04%
Portugal 4.07% 1.23% 2.81% 1.12%
Singapore 4.07% 0.92% 3.13% 0.40%
Spain 4.07% 1.23% 2.81% 3.89%
Sweden 0.99% 0.90% 0.09% 0.83%
Switzerland 3.52% 0.32% 3.18% 0.73%
UK 1.66% 4.05% -2.29% 7.38%

* Returns less than one year are not annualized.
** Derived from MSCI EAFE data.
*** As of December 2006, the Malaysia Government Bond Index satisfied all three WGBI requirements: size, credit and barriers to entry. With the March 2007 Index, the
Malaysian Government Bond Index has met all WGBI criteria for three consecutive months; thus, it became the twenty-third government bond market to enter the WGBI,
effective July 2007.



Limbo
The real estate markets were in a state of flux during the fourth quarter of
2007. According to Real Capital Analytics, transaction volume declined
dramatically, down 70% for office properties and 50% for apartments and
retail over the last year. The diminished transaction volume made for an
opaque valuation scenario where most industry players believed that values
would drop, but there was little quantifiable data available. While the supply
of new space from construction remained limited, economic woes seeped into
demand expectations. Vacancies increased in unconstrained markets, but
remained defensive in major coastal markets such as New York, Seattle and
Boston. Despite these shifts and widespread uncertainty, the private domestic
real estate market, as measured by the NCREIF Property Index (+3.21%)
and NCREIF Open-End Diversified Core Equity Index (+2.02%),
remained positive over the fourth quarter, yet was considerably frailer than
previous quarters. Top performing sectors included Hotels (+4.03%), Retail
(+3.91%) and Office (+3.82%).

On a global basis, real estate securities dropped precipitously, feeding off of
insecurities in the broader market. The NAREIT Equity Index plummeted 
-12.67% for the quarter, ending the year down -15.69%. The fourth quarter
drop was fueled by severe losses in the Lodging (-20.94%) and Residential 
(-18.27%) sectors. All sectors except Health Care (+4.99%) and Specialty
(+0.87%) were in the red. The downturn left real estate securities at a sizeable
discount to net asset value as of year end. The picture was grim on the
international front as well. Asia shed -6.90%—despite the continued stellar
performance of Hong Kong (+10.40%)—amid concerns over potentially
weakening export demand and the refinancing catastrophe within Centro
Properties, a major Australian listed property trust. Europe’s decline 
(-12.70%) was driven by negative yield shifts throughout the region. Spain 
(-32.57%) had the steepest fall over the quarter, while Belgium (+3.60%) and
Poland (+2.20%) stayed afloat. The spread between private and public real
estate performance indicates that something is awry. Going forward, investors
can only hope that both parties can meet halfway for minimized pricing
damage.

Last Last Last 3 Last 5 Last 10 Last 15
Quarter Year Years Years Years Years

Private Real Estate

Real Estate Database (net of fees) 3.03 12.98 17.57 14.96 12.34 10.92
NCREIF Property 3.21 15.84 17.48 15.13 12.91 11.19

Public Real Estate

REIT Database -11.92 -15.02 10.12 19.69 12.49 14.68
NAREIT Equity -12.67 -15.69 8.49 18.17 10.48 13.02

Global Real Estate

REIT Global Database -11.78 -10.54 14.28 24.20 13.04 —
EPRA/NAREIT Global -10.25 -6.96 15.17 24.29 12.81 14.04
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NAREIT Equity Sector Performance
Fourth Quarter 2007

 Real Estate Database REIT Database Global REIT Database
  10th Percentile  4.45 -6.95 -8.00
  25th Percentile  3.74 -11.36 -10.39
  Median  3.03 -11.92 -11.78
  75th Percentile  2.21 -12.81 -12.07
  90th Percentile  1.20 -14.06 -13.50
   NCREIF Property NAREIT Equity EPRA/NAREIT Global
  Benchmark  3.56 -12.67 -10.25
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Rolling One-Year Returns

REAL ESTATE
Style Median and Index Returns* for Periods ended December 31, 2007

* Returns less than one year are not annualized.

Overall Capitalization Rates
Sector 4th Quarter 2007 One Year Ago
Industrial 6.48% 6.82%
Apartment 5.75% 5.97%
CBD Office 6.64% 6.94%
Suburban Office 7.20% 7.63%
Strip Shopping Center 7.24% 7.27%

Source: Korpacz Real Estate Investor Survey®

Rates based on unleveraged, all-cash transactions.



  October 2007 November 2007 December 2007
  10th Percentile  4.07 0.16 1.02
  25th Percentile  3.40 -0.40 0.71
  Median  2.68 -0.80 0.34
  75th Percentile  1.91 -1.49 0.14
  90th Percentile  1.44 -2.04 -0.12
    
  3-Month T-Bill  0.30 0.47 0.28
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Volatile Markets Create Opportunities
Big swings in the markets spawn new short-term trading ideas, and last
quarter was no exception for hedge funds. The quarter began with a
robust risk appetite that pushed up equities, but the lingering liquidity
crisis left a sour taste with investors. Increasingly, risk-averse buyers
sought comfort in Treasurys, particularly in November. Short bets on
investments relying upon healthy credit markets like bank stocks,
subprime creditors and real estate, paid well for many types of hedge
funds. Serving as a proxy for diversified hedge fund programs, the
median manager in Callan’s Hedge Fund-of-Funds Database reaped
a 1.67% profit last quarter, net of fees. For 2007, the median manager
gained 10.15%, besting T-bills by 5.15%.

Representing an unmanaged universe of open and closed funds, the
Credit Suisse/Tremont Hedge Fund Index rose 2.39%, with
particular help from Short Bias (+7.63%), Emerging Markets
(+4.89%), Global Macro (+4.08%) and Managed Futures (+3.40%). 

Although the developed equity markets fell last quarter, the average
Long-Short Equity fund (+2.39%) navigated the unstable market
swings relatively well. High return dispersion across individual stocks
and industries considerably increased the number of trading ideas to
generate profits, particularly benefiting Market Neutral Equity
(+2.56%).

Last Last Last 3 Last 5 Last 10 Last 15
Quarter Year Years Years Years Years

Convertibles

Convertibles Database 0.03 9.20 8.11 11.64 9.10 10.83
ML Convertible, All Qualities -3.25 4.47 5.99 10.66 7.09 —

Absolute Return Strategies

Hedge Fund-of-Funds Database 1.67 10.15 9.03 9.27 9.48 11.76
Market Neutral Equity Style 0.46 4.28 5.67 4.15 4.41 6.07
CS/Tremont Equity Market Neutral 2.56 9.27 8.83 8.00 10.00 —
CS/Tremont Long/Short Equity 2.39 13.66 12.55 13.29 12.03 —
CS/Tremont Event-Driven 1.50 13.20 12.59 14.42 10.57 —
CS/Tremont Convertible Arb 0.26 5.17 5.41 6.16 8.40 —
CS/Tremont Fixed Income Arb 1.11 3.83 4.32 5.55 5.05 —
90-Day T-Bills 1.05 5.00 4.30 3.07 3.77 4.09

OtherAlternative Investment Benchmarks

WP/VE Post-Venture Cap -1.00 12.19 6.72 19.55 5.00 8.36
GS Commodity 11.64 32.67 12.25 14.90 9.33 9.02
MLM Managed Futures 1.51 2.87 2.33 2.88 4.82 6.55
Dow Jones–AIG Commodity 3.77 11.08 8.30 10.90 5.15 4.97

Monthly Net Returns: CAI Hedge FoF Database

ALTERNATIVE INVESTMENTS
Style Median and Index Returns* for Periods ended December 31, 2007

* Returns less than one year are not annualized.

Funds Closed January 1 through December 31, 2007
Strategy # of Funds $ Amt (mil) %
Venture Capital 148 32,222 11%
Acquisition/Buyouts 158 179,796 60%
Subordinated Debt 16 8,572 3%
Distressed Debt 24 48,202 16%
Other 10 6,918 2%
Fund-of-funds 59 26,314 9%
Totals 415 302,023 100%
Source: The Private Equity Analyst

Private Equity Market
The fourth quarter of 2007 saw $103.1 billion in new commitments
and the establishment of 120 funds. Commitment totals for the year
were $302 billion with 415 funds being raised, outpacing 2006’s prior
record of $254.7 billion in commitments and 404 funds. 

Funds increased the investment pace into companies in the last quarter.
According to Buyouts newsletter, buyout-sponsored U.S. acquisitions
with announced values totaled $132 billion during the quarter. The
year produced a total of 1,016 buyout transactions. Buyouts with
disclosed values totaled $454.3 billion in 291 deals. The dollar volume
represents a 45% increase above last year’s record. A new record for
the largest buyout closed occurred in the fourth quarter with the $44.3
billion acquisition of energy utility TXU by KKR, TPG and Goldman
Sachs. Due to the credit crunch, several pending transactions were
abandoned, such as Sallie Mae and United Services, some of which
resulted in lawsuits. Other deals, such as Harmon International and
Home Depot Supply, were renegotiated. New mega-deal
announcements disappeared during the quarter. 

Exit activity declined slightly during the quarter. Buyouts reports that
10 buyout-backed companies went public, raising $2.5 billion, and 31
venture-backed companies had IPOs totaling $3 billion. During the
quarter there were 46 venture-backed merger transactions, including
23 with announced values totaling $6.8 billion.
Please see our upcoming issue of Private Markets Trends for more in-depth coverage.



Reversal of Fortune
As 2007 started drawing to a close, many investors breathed a sigh of
relief. The economy appeared to have made it through a very
tumultuous year with the expansion intact and economic growth
continuing on into the future. Most economic signs through the third
quarter stood in stark contrast to the gloomy mood on Wall Street and
in bank boardrooms following August’s wild ride in the capital
markets. Job growth was continuing, inflation seemed contained and
GDP growth was revised up, coming in at almost 5% for the third
quarter. However, as revelations of the subprime problems spread
through financial stocks and the market turned down in the fourth
quarter, the economic data began to match the mood. End-of-the-year
employment and manufacturing reports came in weak with oil prices
approaching record levels. Almost overnight, cautious optimism about
the prospects for the U.S. economy disappeared and “recession” was
the word on everyone’s lips.

The first signs of gloom came in the December employment report
which suggested that total private payrolls declined, pulled down by
heavy losses in construction, manufacturing and retail services. The
unemployment rate moved up to 5.0% from 4.7%, a seemingly small
move, but the first 0.3 percentage point monthly increase since 2001.
Initial weekly claims for unemployment insurance, often a leading
indicator of recession, have thus far been held between 300,000 and
350,000, below the 400,000 level that typically signals recession.
Layoffs have begun in the financial sector following the revelation of
the subprime woes and the subsequent write-offs by several large
financial institutions. Weak manufacturing reports came on the heels
of the employment data. The Institute for Supply Management’s
manufacturing activity index fell from 50.8 to 47.7, the first dip below
50—the dividing line between expansion and contraction—since
January 2007 and the lowest level since April 2003. The index was
pulled down by a sharp drop in the new orders component to its lowest
reading since October 2001. Finally, oil prices caused inflation to spike
up in November and December, reaching above 4% on a year-over-
year basis. In sum, while the claims data for the fourth quarter are
relatively benign, the jobs report and the rising unemployment rate all
point to an economy that is slowing sharply, with the added
complication of reemerging inflation.

The weakness in housing continues. The National Association of
Realtors reports that sales of existing family homes fell 2.2% in
December and were down a whopping 22% versus December 2006.
The sales price of existing homes fell 6% nationwide over the same
period. Housing starts dropped 14.3% in December, reaching a 16-
year low of one million units. The prospects for the housing market in
2008 are not good. The resetting of adjustable rate subprime mortgages
will continue well into the new year. The number of foreclosures is

rising, the number of qualified buyers is dwindling, and problems are
seeping beyond subprime borrowers to the conforming or “prime”
sector. The weakness in housing is spreading into commercial
construction and business equipment spending. Until the fourth quarter
of 2007, commercial construction had held up and, at one point earlier
in the year, had taken the lead as the fastest growing component of
capital spending within GDP.

Fourth-quarter GDP increased by just 0.6%, well below the 4.9%
growth notched in the third quarter. In 2007, the economy expanded
2.2%, the lowest rate since 1.6% in 2002. Residential investment
plunged steeply while consumer and business equipment spending
both slowed. Imports rose, spurred by higher oil prices, while export
growth slowed from the rapid pace of the past several quarters. Imports
are negative in the calculation of GDP, so higher imports reduce GDP
growth.

The prospects for a recession—an actual decline in GDP for two
consecutive quarters—are increasing, and the fate of the economy may
rest in the hands of the consumer. Consumption accounts for over two-
thirds of GDP. Consumer confidence held up remarkably well through
the first three quarters of 2007 but began to weaken in the fourth
quarter. Consumers are being squeezed by falling home prices and
high gasoline costs. Tapping home equity, a major source of spending
dollars, has become substantially more difficult for many
homeowners. At the same time, declining home prices are hitting
homeowners’ equity. Household debt has risen to almost 140% of
disposable income (essentially after-tax income), from closer to 110%
in 2002. Non-mortgage debt has been relatively stable over the past
few years, but not necessarily for reasons of fiscal prudence; many
households simply refinanced their credit-card debt into mortgages
and home-equity loans. A substantial weakening in the job market may
prove to be the “one thin mint” that sends consumers, and therefore the
economy, over the edge into recession.
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CPI–All Urban Consumers (year-over-year) 3.4% 4.3% 2.1% 2.5% 2.8% 2.7% 2.8% 4.1%
PPI–All Commodities (year-over-year) 5.5% 7.7% 2.0% 1.8% 4.6% 4.5% 4.4% 7.9%
Employment Cost–Total Compensation Growth 2.4% 3.2% 3.6% 3.2% 2.3% 3.5% 3.1% 3.1%
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GDP Growth 5.6% 2.6% 2.0% 2.5% 0.6% 3.8% 4.9% 0.6%
Manufacturing Capacity Utilization (level%) 80.1 80.6 80.9 80.1 79.8 80.3 80.6 79.7
Consumer Sentiment Index (1966=1.000) 0.889 0.838 0.840 0.925 0.922 0.869 0.857 0.775
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Defense Wins the Game
As fears of a recession reverberated through the markets during the fourth
quarter, stocks stumbled while bonds held on to low single-digit returns. The
credit market crisis continued to hurt equity returns and the Fed’s rate cuts in
October and December attempted to ease these equity losses. Still, investors
were interested in stability with bond markets outpacing their equity
counterparts for the fourth quarter, both at home (Lehman Brothers Aggregate
+3.00% vs. Russell 3000 -3.34%) and abroad (Citigroup Non-U.S. World
Government Bond +3.91% vs. MSCI EAFE -1.75%). As a result, fund
sponsors with greater fixed income exposure surpassed their more
aggressively invested peers.

Using the median manager returns from the current quarter and ending asset
allocations from the prior quarter, Callan estimates the recent total returns of
the institutional investor community. The adjacent graph—illustrating the
range of returns for public, corporate and Taft-Hartley pension plans, as well
as endowments/foundations—shows losses across the board. The table below
compares the returns of four types of institutional fund sponsors to several
benchmarks over longer time periods. Choices in asset allocation explain the
small differences in performance. With most of the major asset classes, at
home and abroad, registering negative returns in the fourth quarter, the range
of fund sponsor returns was very narrow. The median public and Taft-Hartley
plans, with average public equity allocations of 61% and 57%, respectively,
led their institutional counterparts, returning -0.58%. Corporate plans and
endowments/foundations were not far behind, with returns down -0.75% and
-0.76%, respectively.

Callan’s balanced manager groups generally maintain well-diversified
portfolios and attempt to add value by underweighting or overweighting asset
classes, as well as through stock selection. In the recent quarter, domestic
balanced managers (-1.12%) trailed their static 60% equity/40% fixed income
benchmark (-0.80%) and global balanced managers (-1.93%) lagged their
target (-0.15%).

Last Last Last 3 Last 5 Last 10 Last 15
Quarter Year Years Years Years Years

Plan Sponsor

Public Database -0.58 8.30 9.90 12.83 8.01 9.88
Corporate Database -0.75 7.76 9.78 12.86 7.78 9.99
Endowment/Foundation Database -0.76 8.56 10.08 13.11 8.16 10.49
Taft-Hartley Database -0.58 7.64 9.13 11.66 7.48 9.31

Diversified Manager

Asset Allocator Style -1.01 11.33 9.57 14.44 8.53 10.81
Domestic Balanced Database -1.12 6.93 8.13 10.90 7.20 9.67
Global Balanced Database -1.93 10.49 10.18 15.14 9.40 11.23
60% S&P 500 + 40% LB Aggregate -0.80 5.97 7.21 10.01 6.59 9.22
60% MSCI World + 40% Citi World Govt -0.15 9.34 9.15 12.83 7.10 8.81
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Market Overview
The charts below illustrate the range of returns across managers in Callan's Separate Account database over the

most recent one quarter and one year time periods. The database is broken down by asset class to illustrate the difference in
returns across those asset classes. An appropriate index is also shown for each asset class for comparison purposes. As an
example, the first bar in the upper chart illustrates the range of returns for domestic equity managers over the last quarter.
The triangle represents the S&P 500 return. The number next to the triangle represents the ranking of the S&P 500 in the
domestic equity manager database.

Range of Separate Account Manager Returns by Asset Class
One Quarter Ended December 31, 2007
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90th Percentile (7.35) (3.67) (0.07) 2.77 1.20 0.86

Index (3.33) (1.75) 3.00 3.91 3.21 1.05

Range of Separate Account Manager Returns by Asset Class
One Year Ended December 31, 2007
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Active vs the Index
Driven by two Fed rate cuts, a stronger than expected retail sales report in November and multiple cash infusions from
Sovereign Wealth Funds, the U.S. domestic stock market saw two rallies in the fourth quarter. The first rally occurred
at the end of November and the second midway through December. Unfortunately, these rallies turned out to be
unsustainable as the spillover of the subprime market into the broader credit market and numerous charge-offs from
many of the world's largest banks, drove all domestic equity indexes lower for the quarter. The median fund across all
capitalizations and style groups outperformed their respective benchmarks in the fourth quarter except for Small Cap
Value which underperformed its benchmark. For the year ended December 31, 2007, all groups except Small Cap Value
and Large Cap Value outperformed their benchmarks.

Large Cap vs Small Cap
With recession fears lingering, investors continued to favor larger, more stable firms in the fourth quarter, resulting in
the continued outperformance of large capitalization stocks compared to their small cap peers. The median Large Cap
Core manager lost 2.74%, 59 basis points less than the S&P 500's loss of 3.33%. The median Small Cap Broad
manager lost 5.54%, 91 basis points ahead of the S&P 600's loss of 6.45%. The median Mid Cap Broad manager fared
better than the median Small Cap manager posting a 3.13% loss, 40 basis points lower than the S&P Mid Cap Index's
loss of 2.73%. However, Mid Cap Broad fell 39 basis points behind the median Large Cap Core fund. For the year
ended December 31, 2007, Large Cap bested Small Cap across all styles, with Mid Cap managers beating both Large
and Small Cap funds.

Growth vs Value
The recent investor preference for growth stocks continued last quarter's trend. The median Large Cap Growth
manager gained 0.20% in the fourth quarter, 533 basis points ahead of the median Large Cap Value fund's loss of
5.13%. For the year, the median Large Cap Growth manager returned 16.02%, a staggering 14.89% ahead of the 1.13%
return from the median Large Cap Value manager. Similar results can be found in the Mid Cap and Small Cap arenas,
with the largest discrepancy between growth and value performance belonging to the Mid Cap stocks. Despite a 1.38%
loss in the fourth quarter, the median Mid Cap Growth manager returned 19.36% for the twelve months ended
December 31, 2007, resulting in the best performance of the year. The median Mid Cap Value manager returned a
meager 1.96%.

Separate Account Style Group Median Returns
for Quarter Ended December 31, 2007
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Active vs the Index
The Federal Open Market Committee lowered the Federal Funds rate by 25 basis points to 4.50% in the fourth quarter.
Although strong economic growth continued in the third quarter, the Federal Reserve board expects the pace of
economic expansion to slow in the near term due to the housing correction. The Lehman Aggregate returned 3.00%, up
16 basis points from last quarter, finishing 33 basis points ahead of the median Core Bond Fund's return of 2.67%. For
the year ended December 31, 2007, the Lehman Aggregate returned 6.97%, 36 basis points higher than the median Core
Bond Fund's return of 6.61%.

Short vs Long Duration
The yield curve remained relatively steep as the Federal Reserve continued its commitment to cutting the Federal Funds
rate in the wake of the housing crisis. The median Extended Maturity manager's return of 4.05% was 266 basis points
higher than the median Active Cash Manager's return of 1.39% for the fourth quarter of 2007. The results for the
twelve months ended December 31, 2007 closely resemble those for the fourth quarter, with the median Extended
Maturity Manager returning 6.66%, 133 basis points higher than the median Active Cash Manager's return of 5.33%.

Mortgages and High Yield
The Federal Open Market Committee's decision to continue to lower the Federal Funds rate is related to the subprime
housing market downturn and the tightening of credit. The Lehman Mortgage index was up 42 basis points over third
quarter 2007's return of 2.64%. For calendar year 2007, the median Mortgage Backed fund returned 6.81%,
underperforming the Lehman Mortgage index which returned 6.90%. In the fourth quarter, High Yield funds were the
worst performers losing 0.67%, 63 basis points ahead of the Lehman High Yield index. For the year ended December
31, 2007, the median High Yield fund outperformed the Lehman High Yield index, 3.34% versus 1.87%.

Separate Account Style Group Median Returns
for Quarter Ended December 31, 2007
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Active vs. the Index
Volatility and uncertainty with regards to U.S. markets continued to spill over into the international arena as median
funds across all style groups (with the exception of Emerging Markets) posted negative returns for the quarter ended
December 31, 2007. Chinese attempts to cool its economy did not prevent the median Emerging Markets fund from
posting a 4.14% gain for the quarter, besting its benchmark by 48 basis points. Strong performances by Brazil and India
buoyed Emerging Markets in the 4th quarter contributing to a 40.44% return for the year ended December 31, 2007,
while the MSCI Emerging Markets Index gained 39.78%.

Europe
Struggles to curb economic slowdown while avoiding inflationary threats resulted in the median Europe fund posting a
loss of 1.08% for the quarter ended December 31, 2007. The UK experienced its slowest economic growth since 2005.
This, coupled with the euro's continued appreciation and subsequent widening of currency imbalances (with respect to
the yuan, yen, and dollar), will continue to put a strain on economic growth in Europe. The median Europe fund posted
12.95% for the year, while the MSCI Europe Index returned 13.86%.

Pacific
Australia has appeared to escape the effects of problems abroad. With high job growth and retail sales, Australia's
economy remains strong. In addition, the Australian and New Zealand dollar continue to rise, on speculation of Fed
rate cuts. However, Japan continues to be a significant drag on the region's performance (losing 5.65% for the quarter)
which resulted in the median Pacific Basin fund down 2.28% for the quarter ended December 2007, 235 basis points
ahead of its benchmark. For the year, the median Pacific Basin fund gained 11.50%, besting its benchmark by 6.20%.

Separate Account Style Group Median Returns
for Quarter Ended December 31, 2007
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Active vs. the Index
Currency infusions and rate cuts by the world's central banks have failed to provide a permanent solution to the credit
crisis. Developed nations now face the difficult task of maintaining growth in the face of devaluing currencies and
increased commodity prices. Japan continues to delay plans for further rate increases, while the European Central Bank
has turned its attention to inflation. Modest gains characterized the International Fixed-Income market in the fourth
quarter of 2007 and median fund manager returns trailed benchmark returns across all style groups. The median Global
Fixed-Income fund returned 3.50%, 42 basis points less than the Citi World Government Index return of 3.92%. The
median Non-U.S. Fixed-Income fund returned 3.80%, falling short of the 3.91% return of its benchmark. For the year,
median manager returns again fell behind their benchmarks, with Global Fixed-Income funds returning 10.21% vs.
10.95% for its benchmark. Non-U.S. Fixed-Income's return of 11.06% was 39 basis points behind its index.

Emerging Markets
Emerging Market debt continues to be a beacon of stability. The median Emerging Debt fund returned 2.26%,
compared to 2.00% for the third quarter. However, manager returns fell short of the JP Morgan Emerging Market index
return of 4.41%. The one-year median Emerging Debt manager's return of 7.22% is less than half of its benchmark
return. Investor apprehension and the evaporation of liquidity have widened credit spreads. Developing nations have
rushed to issue new debt as borrowing conditions are predicted to worsen. China, a net creditor to the developed world,
has tightened its policies, raising reserve requirements 9 times in the past 18 months by a cumulative 500 basis points.

Separate Account Style Group Median Returns
for Quarter Ended December 31, 2007
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Virginia Birth-Related 
Neurological Injury Compensation Fund 

 

EXECUTIVE SUMMARY 

 Current Assets    $141,307,994.20 (12/31/04) 

 
 

 
Investment Time Horizon 10 + years 
 
Target Annual Return              6.8% nominal return (CPI plus 4.2%)*                                                              
 
Risk Tolerance   95% confidence that losses will not exceed 7.1% in a  
                                                    given year 
  
Asset Allocation    Lower    Normal Upper 
      Limit  Allocation Limit 
 Total Equities         50%    
 Total Fixed Income/Cash       50%    
          100% 
 
 Domestic Equities          35%   
  Large Cap    25%      30%    35% 
      Small Cap    2 %       5%      8% 

 
 International Equities         15%   
  Developed International  9%      12%     15% 
  Emerging Market  1%       3%                   5% 
   
 Fixed Income          45%   
  Domestic Fixed Income  35%         45%      55% 
   

Cash       3%        5%      15% 
 
  

Total Fund Evaluation Benchmarks 
 
Short Term - Performance will be measured against a weighted blend of market and/or median 
manager benchmarks based upon the strategic asset allocation policy of the Fund.  
Long Term – Inflation (CPI) plus 4.2% 
 
*CPI assumption = 2.6% (2005 Capital Markets Projections of Callan Associates, Inc) 



 
Benchmarks (This table identifies the benchmarks available for comparative performance.) 

 
  Asset Class Market Index Callan Style Database 
Total Portfolio Custom Weighted Blend  
   
Large Cap U.S. Equities S&P 500 Large Cap Broad 
 MSCI US Prime Market 750  
 Russell 1000  
 Russell 1000 Growth Large Cap Growth  
 Russell 1000 Value Large Cap Value  
   
Small Cap U.S. Equities S&P 600 Small Cap Broad  
 Russell 2000  
 Russell 2000 Growth Small Cap Growth  
 Russell 2000 Value Small Cap Value  
   
Developed International Equities    MSCI EAFE  Core International Equity  
 MSCI EAFE Growth  
 MSCI EAFE Value  
   
Emerging Markets Equity MSCI Emerging Markets Emerging Markets Equity  
   
Domestic Fixed Income Lehman Aggregate Core Fixed Income  
 Lehman Intermediate Aggregate  
   
   
   
   

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Manager Structure History 
Current Managers Asset Class Inception  
INTECH Large Cap Growth Large Cap Growth 04/30/2006  
Rainier Investment Management Large Cap Growth 05/09/2006  
Vanguard Large-Cap Index Fund Large Cap 08/04/2005  
AllianceBernstein Large Cap Value 05/24/2006  
Great Lake Advisors Large Cap Value 05/09/2006  
TAMRO Capital Partners Small Cap Broad 08/31/2006  
Eagle Asset Management Small Cap Broad 08/31/2006  
Artisan International Fund International Equity 06/22/2006  
Harbor International Fund International Equity 06/22/2006  
SSgA Emerging Markets Fund Emerging Markets 06/22/2006  
Vanguard Total Bond Market Index Fixed Income 08/04/2005  
Western Asset Core Plus Bond Fixed Income 09/29/2006  
Richmond Capital Management Domestic Fixed Income 10/03/2006  
Atlantic Asset Management Domestic Fixed Income 10/03/2006  
    

 
 

Terminated Managers/Funds Asset Class Inception Termination 
Merrill Lynch Equity Large Cap 09/30/2000 07/27/2005 
Merrill Lynch Fixed Income Fixed Income 09/30/2000 07/27/2005 
Vanguard Emerging Markets VIPER/ETF Emerging Markets 08/04/2005 06/20/2006 
Vanguard Developed Markets Index Fund International Equity 08/04/2005 06/15/2006 
Vanguard Small-Cap Index Fund Small Cap 08/04/2005 08/29/2006 

 

*Custom Benchmarks for Total Fund 
 

• Style Target = 30% CAI MF: Lg Cap Broad Style; 5% CAI MF: Sm Cap Broad Style; 
12% CAI MF: Intl Core Equity Style; 3% CAI MF: Emerging Markets Style;  45% CAI 
MF: Core Bond Style; 5% CAI: Cash Management: CAI: Small Cap Broad 

 
• Index Target = 30% MSCI U.S. Prime Market 750; 5% MSCI U.S. Small Cap 1750; 

12% MSCI EAFE; 3% MSCI Emerging Markets;  45% LB Aggregate; 5% 90-day T-Bill 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 
 
 
 
 
 

Quarterly Performance Report Disclosure/Account Reviews (INST) 
  

Important Disclosure Information 
 
This report has been prepared by Capital Advisory Group (CapGroup) using information 
from sources that include the following:  the computer software, investment manager and 
fund sponsor databases of Callan Associates, Inc.; the fund custodian(s); investment 
manager(s); third party data vendors; the client; and other outside sources as directed by 
the client.  Account information has been compiled solely by CapGroup and has not been 
independently verified. CapGroup assumes no responsibility for the accuracy or 
completeness of the information provided, or methodologies employed by any providers 
external to CapGroup.  
 
In reviewing this report, it should be noted that past performance may not be indicative of 
future results. The individual account performance information contained in this report 
reflects the reinvestment of dividends, and is net of applicable transaction fees and 
mutual fund expenses, but not custody fees, investment manager fees and the investment 
advisory fees charged to the Account by CapGroup.  Historical performance results for 
investment indices and/or categories have been provided for general comparison purposes 
only, and generally do not reflect the deduction of transaction and/or custodial charges, or 
the deduction of an investment management fee, the incurrence of which would have the 
effect of decreasing historical performance results. Comparative performance information 
for manager universes has been provided by Callan Associates, Inc. and does not reflect 
the deduction of investment manager fees, the incurrence of which would have the effect 
of decreasing the historical returns for the respective universes.  It should not be assumed 
that your account holdings correspond directly to any comparative indices or manager 
universes.  A copy of our current written disclosure statement discussing our advisory 
services and fees continues to remain available for your review upon request. 
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