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PROCEEDI NGS
(Time noted: 9:45 a.m)

MS. REILLY: Good norning. Welcone to the
February 6, 2014 investnment neeting of the Teachers'
Retirement Systemof the Gty of New York. | will start
by calling the roll

Mel Aaronson?

CHAI RPERSON AARONSON:  Here.
REILLY: Janice Emery?
EMERY: Here.
REILLY: Sandra March?
response. )
REILLY: Mona Ronai n?
ROVAIN:  Present.
REILLY: Joseph Lew s?
response. )
REILLY: Susannah Vi ckers?
VI CKERS: Here.
REILLY: W do have a quorum

5 5 » z O Dz B DD

["1l turn it over to the Chairman.

CHAI RPERSON AARONSON:  Thank you very nuch.

Before we start today, |'msure everyone has
heard that Teachers' Retirement System has suffered a

great, great |oss. Everybody here knew of Joel; sone of
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us knew himvery well. There is an expression in

Yi ddi sh, a person who is one of the 36 righteous people
on Earth who sustained the world is known as a "l aned
vavni k." Joel was a "lamed vavnik."

At the services several people used the
expression "nmensch." | guess "nmensch" is another
description of Joel. There's not one person | have ever
met that had anything negative to say about Joel.

He is going to be mssed, not only by this
board officially, but by nyself and many others in the
room personally, and | wonder if we can start this
meeting today by standing for a nonent of silence in
Joel " s honor.

(The attendees stand.)

CHAI RPERSON AARONSON:  Thank you.

The agenda for today is that we are going to
get the public session of the pension fund and we wi ||
have the public session of the variable funds and then
we will nove into executive session and we will have an
executive session in the variable funds and then an
executive session on the pension funds. That will be
our order. So l'd like to turn the neeting over to
Seena.

MS. H NGORANI: Thank you.

Before we go into Decenber nunbers, which is
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the crux of this packet, | just wanted to give sone

hi ghlights on January and what has happened in January,
because we had a rough nonth. There's a ot going on in
the market. There's a Iot of uncertainly around the
wor | d, concerns over China slow ng, energing market
currencies, several of themare show ng steep declines.

The Fed here in the U S. has continued to taper their

bond purchases, so we have now gone from 85 billion
dollars a nonth to 75 billion dollars a nonth to now 65
billion dollars a nonth. W have a new Fed Chair, Janet

Yel l en, and there's uncertainty around what she m ght
do.

W have anot her debt ceiling debate going on
in Congress right now, so that's added to the
uncertainty, but when you think about all of that
backdrop and what the nmarkets have done, the econony is
actual |y doing okay here in the U S.

|f you would turn to page 3, | will flip
t hrough a coupl e of these econom c slides.

On page 3, this is the I SN manufacturing
I ndex. You can see here that in Decenber we were at 57
and, really, any nunmber above 50 shows expansion in the
U S, so w are seeing that in these nunbers so far.

|f you then turn to page 5, if you | ook at

t he unenpl oynent rate, and it has dropped and we are
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down now to 6.7 percent. There's a |lot of debate going
on about was that really a real nunber because the |abor
participation rate is so low, so if people aren't
| ooking for jobs, then the nunber wll in effect |ook
| ow but, in fact, it mght be a lot higher. So there's
still that that debate going on, and then you have the
Fed who says: Once you get to six-and-a-half percent,
maybe we shoul d think about raising the rates.

| think they have backed off on that
entirely because of some of the debate going on with the
nunbers. So while there is not so much concern that
interest rates will start torise, it is out naybe a
little further but there's still uncertainty with all of
this. And, so, if you then turn to page 18, | wll show
you a chart that shows the indication of a lot of this
uncertainty.

On page 18 -- this is a volatility index.
It is nore of a sense of the concern in the marketpl ace
and the nervousness. So while you see this nunber here,
It is 16.43, it actually right now has spiked into the
20's. So it has gone up a lot.

And, then, if you look to page 20, it's
anot her indication of how people are generally feeling
wth the ten-year Treasury. So, it's gone up because

people are feeling like: Ckay, the econony is doing
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better, interest rates mght start to go up -- nowit's
dropped down to 2.7, but as of yesterday, Martin, it's
down to what, 2.6, 2.657?

MR GANTZ: 2.6.

MS. HI NGORANI: Again, that's the backdrop
that we are dealing with so far.

Decenber was better. So why don't we
di scuss Decenber and then we will go into January. So,
page 27, | will just go through sone highlights on how
the markets did across equities and bonds.

| n Decenber, the Russell 3000 was up 2.64
percent. EAFE, the devel oped markets, up 1-and-a-half
percent. The energi ng markets, down 1.45 percent.
Core+5, down 58 basis points. H gh yield, up 55 basis
points. TIPS, down about 1-and-a-half percent.
Convertibles up 1.95 percent, and then let's turn to
page 28.

These are the January nunbers, so you can
see how things have changed fromone nonth to the next.
So the Russell 3000 is down to 3.16 percent. The EAFE
markets are down close to 4 percent. Energing markets,
down 6-and-a-half percent. Core+5, up 1.8 percent.

Hi gh yield, up 68 basis points. TIPS, up 2.23 percent.
Convertibles, up 1.89 percent. A bit of a reversal

there in the nmarkets.
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Let's look to page 29. This wll show us
how we did in Decenber, where the returns canme from
Then you can see in the |left bar here the one-nonth
return for Decenber for the total fund is up I.25
percent and the bul k of that, as you can see in green,
came fromU. S. equities.

|f you go a couple of colums over to the
fiscal year to date, this is through Decenber 31, the
total fund is up over 10 percent. It's a great nunber.

Now, if we factor in what we saw i n January,
which if you take into account all of those nunmbers we
just tal ked about, we're estimating that we were down
about two percent. So, still, for fiscal year to date,
now t hrough January 31, which was a rough nonth, the
total fund is still up probably about 8 percent. So,
again, still a good nunber.

| can tell you that the assets under
managenent, for the total fund at the end of January,
was 53.3 billion. So we are still nicely above the 50
billion mark on that.

And if you then just turn to page 30 -- this
I's just how Teachers is set up and this is, again, at
the end of Decenber. So what we have done here is, we
have continued to sell down U S. equities, and we have

added sone to Core+5, which is that teal bar to the
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right, and we have actually used sonme of that cash that
we raised for benefits. So we are now back within these
ranges on U. S. equities, where we were slightly above
the showi ng here, and we are back in the range of

Core+5, which is showing just slightly below the | ow end
of the range.

If there aren't any questions, that woul d be
it for the public session.

CHAl RPERSON AARONSON:  Does anybody have any
questions?

(No response.)

Thank you for your report. | will nove to
the public session on the variable funds.

MR. FULVIO Good norning, everyone. W
wll start with the diversified equity fund performance
report.

You can see on the first page there, at the
end of Decenber, total plan assets were about 11.5
billion dollars. That's up slightly fromthe end of
Novenber, given market returns. There are bal ancing
processes there, that's one of the reasons we targeted
Seavi ew Vil | age.

If you wouldn't mnd flipping ahead to page
3, | draw your attention to the mddle of the page. You

can see for the nonth of Decenmber, the total diversified
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equities fund was up about 2-and-a-quarter percent.

This is generally inline wth the hybrid benchnark,
seen a few rows below that. You can see relative to the
broad U S. Equity market, the Russell 3000 index. The
fund trailed by about 40 basis points, but that's

| argely due -- and you can see this a few rows up and on
the prior page -- that's the defensive conposite and the
I nternational equity conposite. So both were positive
for the nonth of Decenber; they |agged the broad U. S.
equity market, each returning 1.1 percent for the

def ensi ve conposite and 1.6 percent for non-U. S,

equi ties conposite.

The active conposite during Decenber, it
outperforned the broad U S. equity market by nore than a
few basis points; however, for the year to date,
cal endar year 2013, it is worth noting that that
conposite contributed nearly 140 basis points to the
overal | performance of the variable audit.

The total fund for 2013 returned 29.9
percent, lagging the broad U. S. equity nmarket's return
of 33-and-a-half percent. Again, the reasons for that
were simlar in that the non-U S equity market and the
def ensive conposite lagged the U.S. equity market for
that total one-year tine period. Although they did have

notabl e returns as well, the defensive conposite was up
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20-and-a- hal f percent and the international conposite
was about 21 percent, approximately. So a strong
performance across the board.

Does anyone have any questions on the
diversified equity fund?

(No response.)

| f you wouldn't mnd switching over that to
the flash report and the other passport funds. Page one
shows the assets and performance for the bond fund. The
bond fund at the end of the year has 357 mllion dollars
init. For the nonth of Decenber, the fund was down
about 40 basis points, inline with the five-year credit
benchmar k.

For the cal endar year 2013, the fund was
about flat and that | agged sonewhat behind the
one-to-five-year credit index, which was up about 30
basi s points.

Page 2 details the assets and perfornance of
the international equity fund, the inflation protection
fund and the socially responsive equity fund. For the
mont h of Decenber, the international equity fund
returned about 1.6 percent, just ahead of the MSCl EAFE
I ndex, and that fund was about 98 mllion dollars in
assets. For the year to date, that fund was up about

20. 8 percent and that |agged sonmewhat behind the MSCl
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EAFE i ndex.

The inflation protection fund was about 37
mllion dollars at the end of the year, and was about
flat on the year -- sorry, about flat for the nonth of
Decenber, ahead of the TIPS benchmark, and slightly
behind the CPlI benchmark. For the year-to-date, through
Decenber 31st, that fund returned about positive 66
basis points, outperformng the TIPS benchmark, although
trailing its CPl benchnark.

The socially responsive equity fund, at the
end of Decenber was about 63 mllion dollars in assets.
For the nonth of Decenber, the fund returned positive
2.6 percent, just ahead of the S&P 500 index, which
returned about 2-and-a-half percent. For the one year,
that fund had a very strong performance, returning 37.7
percent, which was nore than 3 percentage points ahead,
wth 32 percent return of the S& 500 -- for that nonth.

CHAI RPERSON AARONSON: | have a question
about the benchmark for the international equity fund:
Since it is nowa fund that has the devel oped markets
and the energing markets in it, do you think we could
get a benchmark which has those two proportions that the
account is, so we can see how well --

MR FULVIO W could do sone work to

exam ne to what extent the total anount for energing
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markets that's in the fund and come up with a mx that's
appropriate. | do point out that the EAFE index is just
a devel oped mar ket benchmark.

CHAI RPERSON AARONSON:  Especially the
emerging markets did so poorly. | would think maybe
that if we just conpared our large country markets to
t he EAFE, we m ght have done very well.

MR. FULVIO Yes, that's a good observation.

MS. PELLISH It's a nodest exposure, but |
think, Mel, you nmake a good point, because even though
It's a nodest exposure, the disparity between the
devel oped and the energing is so huge, even a snall
al l ocation can make a difference. So we will do that.

CHAI RPERSON AARONSON:  Thank you very nuch.

MR FULVIO Were there any questions on the
performance through Decenber?

(No response.)

Seema has al ready spoken a little bit about
performance for the public markets in January, so we
W ll just briefly touch on this report, the prelimnary
benchmark report, which shows that for January, the
Russel | 3000 is down about 3 percent; devel oped equity
markets wthin the U S. were down about 4 percent; the
def ensi ve conposites were down 1.6 percent -- the

benchmarks, that is; and the diversified equity fund
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hybrid benchmark, down about 3 percent, which we would
expect to track somewhat closely to the diversified
equity fund for the nonth.

The one-to-five-year credit benchmark that
we use for the bond fund is up about 50 basis points for
the nonth, and as we noted earlier, the EAFE i ndex was
down about 4 percent. The inflation protection fund's
underlying strategy, as you can see there, the all-asset
fund, is down about 1-and-a-quarter percent for the
mont h, and the Neuberger firmending strategy for
socially responsive is down about 5 percent.

Any ot her questions?

(NO response.)

CHAI RPERSON AARONSON:  Thank you very nuch.

Does that conclude your --

MS. PELLISH: That concl udes the public
sessi on.

CHAlI RPERSON AARONSON: | think now we are
going to go into executive session.

Do | hear a notion?

M5. ROMAIN. | nove that pursuant to Public
O ficer's Law Section 105, to go into executive session
for the purposes of discussing sales and purchases of
securities.

CHAI RPERSON AARONSON: |s there a second?
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M5. BEYER | second it.

CHAI RPERSON AARONSON:  Any di scussi on?

(No response.)

Seeing none, all in favor of going into
executi ve session, say "Aye.

(A chorus of "Ayes.")

Any opposed?

(No response.)

Ckay, the notion carries and we are now in
executive session.

| think we have to wait a m nute.

(Wher eupon, the neeting continued in
Executive Session.)

(The public session continues on page 161.)
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(Wher eupon, the public session of the
meeting was resuned.)

CHAI RPERSON AARONSON: W are now in public
sessi on.

Susan?

MS. STANG In the executive session for the
vari abl e funds, two nmanager updates were presented.
During the presentation of the active conposite of
Variabl e A, consensus was devel oped and will be
announced at the appropriate tine.

I n the executive session of the pension
fund, several manager updates were presented. A
presentation on capital markets assunptions was
presented and di scussed. Two private-equity investnents
were presented and di scussed. Consensus was reached,
which wi Il be announced at the appropriate tine.

A real -estate investnent was presented and
di scussed. Consensus was reached, which will be
announced at the appropriate tine.

A contract extension for a service provider
In infrastructure was discussed. Consensus was reached,
which will be announced at the appropriate tine.

An infrastructure investnent was presented
and di scussed. Consensus was reached, which wll| be

announced at the appropriate tine.
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say "Aye."

CHAI RPERSON AARONSON:  Thank you very nuch.
Do | hear a notion to adjourn?

MS. BEYER  So noved.

MS. ROVAIN:  Second.

CHAI RPERSON AARONSON:  Any di scussi on?

(No response.)

CHAI RPERSON  AARONSON: Al'l those in favor

(A chorus of "Ayes.")

Any opposed?

(No response.)

CHAI RPERSON AARONSON: W' re adj our ned.
(Time noted: 2:10 p.m)
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CERTI FI CATI ON

|, JEFFREY SHAPI RO, a Shorthand Reporter and
Notary Public, within and for the State of New York, do
hereby certify that | reported the proceedings for the
New York City Teachers' Retirement System on February
6, 2014, at 55 Water Street, New York, New York, and
that, to the best of nmy ability, this is an accurate
transcription of what transpired at that tine and pl ace.

I N WTNESS WHERECF, | have hereunto set ny hand
this 17th day of February, 2014

q”‘f”} o

JEFFREY SHAPI RO, Reporter
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