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GROWTH OF ASSETS
(Years Indiqated)

The portfoiio has steadily
increased from $414.3
million in1972 to $637.7
million in 1976. The
increase in 1976 alone
was 10.2 percent

PORTFOLIO DISTRIBUTION
December 31, 1976

5l.2Vo Bonds

17.1 Mortgage
Securities

Sfocks

Real Esfate

Short-Term

ffi
tr
ffi
t
n

3.2

t .9



BOND PORTFO!.IO YIETDS
For Calendar Years es lndicated
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The yield on the System's bond portfolio has inereased steadily in
recent years from 7.25 percent, in L972 to 8.55 percent in L976 with the
purchase of high-quality, marketabie bonds. This increasing yield compares
vdry favorably with that of other large institutional bond portfolios on a
nationwide basis. The bond portfolio forms the major segment of the
System's total portfolio and grew from $145.6 million in December, Lg72
to $326.2 million, or SL percent of the total portfolio, in December, 1976.



FIVE-YEAR
FORTFOTIO
SUMMARY

Investment Categ:ory

U. S. Government Obligations

FHA Debentures

International Bank for Reconstruction
& Development

Ohio Municipal Obligations

Corporate Obligations

Canadian Obligations

G.N.M.A. Mortgage-Backed Securities

G.N.M.A. Modifled Pass-Thru Mortgages

F.H.A. &V.A. Mortgages

H.U.D. Guaranteed Mortgag:es

Common Stocks

Real Estate

Short-Term Investments

Totals

DECEMBER 31, 1976

Book
" Value .

' ,  , . ,  ,  
t .  

"$ 2A,297,1A9
t . 1 , : ' .  

: ; , , , , .  ,

"' L,02;6i660

Par
Value

$ 21,000,000

1",026,650

253,338,484

50,830,000

28,650,000

14,063,908

59,504,265

6,870,622

169,862,695

20,291,5L2

12,285,000

Percenl of
Portfolio

3.3

.z

39.7

8.0

4.5

, 9

9.3

1.1

26.6

a q

1.9

t00.0%

n'^J;ii;;
" , . .  : " i , ' : , . "

, 5A,7L ,2911
tff 

e,gs,ito

l"?'865;930

,5,9;3Og,art

, 
'-6,S6aJq'O

, 
169,862,695

a2012g]'5y2'': 
!2;,L7:0i,,A00

ffiffi $637,668,136



Dec. 3I,  1975

Par
Value

g L,722,A50

6,522,00Q

25L,245,97L

45,065,000

8,000,000

64,843,590

7,184,901

L63,299,724

20,969,699

9,600,000

$578,446,785

DEC.  3 t ,  1974

Par
Value

$ 1,060,050

6,522,000

206,888,718

33,537,000

77,939,L47

7,459,902

147,734,72L

!9,662,404

17,400,000

$518,203,988

Par
Value

$ 1,181,750

6,522,000

147,659,513

91,587,000

90,888,268

7,TLL,547

L4L,329,2L8

15,144,935

19,500,000

$46L,524,29L

Par
Value

$ 1,035,200

6,522,000

2,274,000

105,139,595

30,610,000

100,575,375

11,,850,647

125,585,528

15,585,456

15,100,000

$4L4,277,80L

DEC. 3t,  t97g DEC. 3t, 1972



ASSET CATEGORY

Bond Portfolio

Real Estate Mortgage Port.

Total Fixed-Income
Investments

Equity Portfolio

New Invest. Return Rate
(New Long-Term, Fixed-

Income Investments)

Short-Term Investments

FORTFOTIS RATES OF RETURN

For Calendar Years ar lndicated

197,5 1975 1974

,8.55Vo 5.26% 7,92%

6.89 6.20 5.94

l97g 1972 l97l

7.4L/o 7.25% z.Lg%

5.86 5.89

8.l2Vo 7.85% 7.4L% 6.87% 6.66% 6.50%

t5.8i6%' 26.70 % (27.95%)

: l

.  
' , t  

, '

18.541 9.15 9.23
I  . .

' . j

4.86 5.74 10.57

(23.05%) n.07% Le.\s%

7.77 7.44 7.6L

7.45 4.49 4.7L

The bond portfolio continues to show
significant improvement in yield and re-
flects the purchase of high quality,
marketable, long-term bonds for the
portfolio. This quality and this rate of
return contribute signiflcantly to the
performance of the total portfolio.

The yields on mortgage loans reflect
the System's purchase of insured or
guaranteed mortgage loans in previous
years. Interest rates for all types of in-
vestments in those years were consider-
ably lower in general than at the present
time.

The equity portfolio rates of return
reflect the common stock on a market-
to-market basis, ineluding realized and
unrealized gains and losses and dividend
income, as measured by the Becker
Securities Corp. on a dollar-weighted
basis.

As the rate of inflation moderated,
interest rates deciined and the economy
continued to improve in 1976, the stoek
market continued its recovery from the
depressed levels of 1973 and 1974. This
enabled the System to improve its in-
vestment performance with a high qual-
ity equity portfolio in 1976.



ParValue

FEDERAL OBLIGATIONS

U. S. Treasury Bills ...".....---.....-..$ 21,000,000

FEDERAT AGENCY

F.I{.A. Debentures ................-.-.......$ 1,026,650

CORPORATE OBLIGATIONS
Indu$rial

TIST OF INVESTMENTS
December 31 , 1976

B O N D S

500,000

600,000

500,000

2,000,000

2,000,000

1,600,000

1,000,000

7,000,000

4,000,000

9,924,000

1,000,000

1,000,000

8,000,000

1,000,000

4,000,000

245,000

ParValue

Phiiip l\{orsis, fnc. 3,500,000

Phillips Petroleum Co. 8,000,000

Sperry Rand Corp. 500,000

Standard Oil Co. of California -. 2,000,000

Standard Oil Co. of Indiana -....... 1,100,000

Texaco, Inc. ......,......- 9,000,000

Texas Oil & Gas Cory. .....**.-..- 900,000

Western Electric Co, -................. 1,000,000

Weyerhaeuser Co. ........,.. 1,000,000

Xerox Corp., Sub. Conn Deb. .... L,220,000

$ 67,389,000American Can Co. ...............-.-.-.-..S

American Cyanamid Co. .......-......-.

Armco Steel Cor"trl.

Atlantic Richfield Co. -.-----..--.-.----

Caterpiliar Tractor Co. ..--.......-...-

Qities Service Co. ..-.-......

Continental Can Co.

Continental Oil Co.

Deere (John) & Co.

Dow Chemical Co. .........

DuPont (E. L) de Nemours & Co.

Firestone Tire & Rubber Co. ........

Ford Motor Co. .................

McGraw Edison Co. .-.-.........-.....--.

Minnesota Mining & Mfg. Co. ....

Otterbein College

Public Util ir ies

Carolina Tel. & TeL Co. -........-....$

Central Illinois Pubiic Service Co.

Central Power & Light Co. ...-....

Chesapeake & Potomac Tel.
Co. of Md. ...........*.

Chesapeake & Potomac Tel.
Co, of Va. ...............

Chesapeake & Potomac Tel.
Co. of 

'W. Va.

Cincinnati Bell, Inc. ........:...-.........

Cincinnati Gas & Electric Co. ....

Columbia Gas System, Inc. .....-..

Commonwealth Edison Co. ".........

990,000

2,000,000

1,500,000

1,600,000

4,000,000

600,000

3,000,000

4,000,000

5,000,000

600,000

*Private Placement



*Commonwealth Edison Co. ...-..-.'.

Connecticut Light & Power Co. "-.-

Duke Power Co. -......-...-..-

Duquesne Light Co.

Florida Power Corp.

Florida Power & Light Co. ..-.-.'.--

Gen. Tel. Co. of California "'...-.---

Gen, Tel, Co. of Florida -...-.----'.-.

Gen. Tel. Co. of Indiana ........-..-...-

Gen. Tel. Co. of Ohio

Gen. Tel. Co. of Upstate N' Y.

Ilouston Lighting & Power Co. .-..

Idaho Porver Co. -....-....-....

Iltinois Bell Tel. Co. ..........-......-.-

Illinois Power Co.

Indiana Bell TeI. Co. .-...........--...--

Iowa Publie Service Co. .......---..--

Kansas Gas & Electric Co. .-.-'.-.

Kentucky Utilities Co. .-..-..-..--..-'

Lone Star Gas Co.

Massachusetts Electric Co. -..--.-.

Michigan BeIl Tel. Oo. -......'...-.---

Montana Dakota Utilities Co. ..-..-

Mountain States Tel. & Tel' Co.

National Fuel Gas Co. ........"--.......

New Dngland Power Co.

New England Tel' & Tel. Co. --.-

New Jersey Bell Tel. Co. .---.-......

New York Tel. Co'

Northera Indiana Public
Service Co. --..-...-...'...

NorLhwestern Bell Tel. Co. ---.-....-

ParValue

3,000,000

1,500,000

500,000

3,000,000

2,000,000

9,600,000

300,000

1,000,000

3o0,o0o

2,000,000

1,000,000

5,000,000

5,000,000

1,500,000

2,500r000

6o0,0oo

500,000

1,6oo,ooo

1,5oorooo

2,000,000

6o0,o0o

1,6oo,ooo

1,000,000

9,000,000

800,000

2,000,000

1,000,000

7,000,000

9,250,000

2,500,000

11,000,000

ParValue

8,000,000

500,000

6,000,000

2,000,000

9,000,000

1,000,000

4,500,000

2,600,000

1,000,000

500,000

500,000

500,000

7,ooo,o00

13,000,000

2,800,000

2,000,000

18,000,000

1,000,000

1,000,000

1,000,000

2,00o,ooo

4,600,000

500,000

400,000

Ohio Bell Tei. Co. "........-......,..-.^...;

Oklahoma Gas & Electric Co, ......

Pacific Gas & Electric Co, ............

Pacific Northwest Bell Tel. Co. .-,.

Paeific Tel. & Tel. Co.

Pennsylvania Power & Light Co.

Philadelphia Electrie Co. .........-..

Potomac Eleetric Power Co. .-.-...-

Publie Service Electric & Gas Co.

Pubiic Service Co, of Colorado ....

Public Service Co. of Indiana ...-

Rochester Gas & Electric Corp. ..

South Central Bell Tel. Co. .-......

Southern Bell Tel. & TeI. Co. ....

Southern California Edison Co. ..

Southern New England Tel. Co.

Southwestem Bell Tel. Co. ..........

Texas Electric Service Co. ..........

Utah Power & Light Co. ......-.....

West Penn Power Co.

Wisconsin Electric Power Co.

Wisconsin Power & Light Co. ..-.

Wisconsin Public Service Co. .....,

Wisconsin Telephone Co. .............-

I
t]
t l
al

trli
$

$184,940,000

Railroad Conditional Sales Agreements

rc.I.T. Corp., C.S.e. ....,..-..........._...-$. 8?6,150

*New York Central RR, C.S.A. -.-. 300,000

*Pennsylvania RR, C.S.A $APg4

$ 1,009,484



ParValue

CANADIAN OBTIGATIONS
Province

Alberta Gov. Tel. Comm. ...-........$ 2,300,000

British Columbia llydro &

ParValue

MORTGAGE SECURITIES
GNMA Morlgage-Baeked Securities

7,75 % ,...-..-..............$ 9,000,000

7,60 % 6,921,199

7.16 % 4,000,000

8.25 % 8,L79,922

4,951,247

8.625% 8,000,000

$ 42,713,908

FHA Insured Morfgages

......$ 226,584

52?,080

24,L44,626

9,286,890

3,063,720

4,67L,196

9,769,948

3,072,705

$ 53,663,237

Power Auth.

Hydro Quebec

Manitoba Hydro-Electric Board

*Newfoundland & Labrador
Power Comm

Provinee of New Bvunswick ....,.

Province of Ontario

Province of Quebec,.-.*-:.-..----.
*Provrnce of Quebee

Municipal Unit

*Lakeshore Reg. School Board ....$

Montreal Publie Works ................

8.50 %

4,700,000

15,500,000

9,000,000

1,305,000

2,000,000

8,400,000

g,6o0,oo0

600,000

s 47,A06,000

1,56o,ooo
1,965,000

3,525,000

Tota1 Bonds (Par) ..........$326'195,134

Total Bonds (Market) .-..$838'632'04?

SHORT.TERM INVESTMENTg

U. S. Treasury Bilis ..--..............-...$ 6,285,000

U. S. Treasury Notes 1,000,000

General Motors Acceptance Corp, 5'000,000

Total Short-Term (Par)..$ 12'286,000

Total Short-Term (Cost)..$ 12,170'000

Total Short-Teru
(Market) .$ 12,176,058

4Vz%

5 %

6Y+%

51/zlo

5Y*%

6 %

6Y4%

7L/zlo

6 %

6 % %

7Vz%o

26,676

2,477,167

t];g,402

686,026

1,492,396

918,138

L21,629

$ 6,841,028



PatValue

H.U.D. Guaranteed Morigages

various Rates .--'.-.--.--..-.--...--..'--.----.$ 6'87 0,622

Total Mortsages (Par) E0r4!!196

Total Mortgages
(Market) $101,168,815

Book
Value

PRODUCTIVE REAL ESTATE
Land and Buildings

88 East Broad Street
Columbus, Ohio ..........................$ 6,429,847

Sheraton-Columbus Motor IIoteI

Prudential Property Investment
Separate Account (PRISA) --"-

6,808,206

?,000,000

Total Real Estate
(Book Value) ....".........-.$ 20,23L,6L2

Total Beai Estate
(Market) .-$ 25,876,088

10



Number of
Shares

23,200
68'828
40,000
11,000
40,100

COMMON sTOCKs

Affiliated Bankshares of Colorado, Inc. .........-..$
Air Products & Chemicals, Inc. ....--......
American Broadcasting Company, Inc, .....-.......-..
American Express Company
American Home Products Corp,

33,260 American.International Group, Inc. ..................
87,200 American Telephone & Telegraph Company ....
25,600 Anheuser Busch, Ine.
42A02 Arizona Bank ..".-..".....:...-....."............
80,000 Atlantic Richfield Company

34,500 Avon Produets, Inc.
56,000 Bank America Corp.
38,663 Baxter Laboratories, Inc,,..-......-..--
52,000 Bearings, Incorporated
79,600 Blaek & Decker Manufacturing Company ......".

5t,576 Brown Forman Distillers Corp. (Class B) ......
8,300 Burroughs Corporation

25,000 C.LT. Financial Corporation..........--."
28,300 Coca-Cola Company
66,400 Colgate Palmolive Company

47,400 Continental Oil Company
15,000 Delta Airlines, Inc. ..-..-....
54,560.13 Disney, (Walt) Productions
8,000 DuPont (E. I.) de Nemours & Company -....--...

34,100 - Eastman Kodak Company

4,000
96,000
72,40Q
32,000
12,000

Ecouomics Laboratory, Inc.
Emereon Electric Company
Exxon Cortrloration
Federated Department Stores, Inc. ....-..-.........-..
First Bank Systems, Inc. .-.............

30,800 Fischbach & Moore, Inc. ......,........
15,000 Ford Motor Company
36,400 General Electrie Company
15,600 General Motors Corporation
6,000 Getty Oil Company

Cost
995,290

2t457,458
L,225,2:36

688,232
1,488,965

2,24r,760
4,749,295
1,345,515
1,005,9?9
7,432,553

4,59L,202
1,486,910
2,076,974
1,390,965
9,070,725

L,4!9?942
800,91?

t,197,763
2,745,154
1,864,575

t,444,r32
674,776

3,364,984
1,354,339
4,694,L60

180,699
9,969,211
3,316,826
1,596,618

747,260

2,019,676
825,839

1,356,866
L,L24,770

966,975

Market
382,800

2,434,79Q
1,580,000

446,876
1,288,200

1,579,375
6,537,200

585,600
678,432

1,?82,500

L,707,750
1,694,000
1,565,951
1,644,500
1,699,987

734,968
760,499

1,015,625
1,840,700
1,661,000

t,777,5Q0
5?7,500

2,684,786
1,091,000
2,932,600

99,500
3,812r000
8,882,450
1,668,000

631,000

924,000
922,500

2,024,750
r,220,140

981,250

11



Number of
Shares

38,400
60,600
20,000
7,000

40,000

50,000
12,000
27,225
20,000
40,000

COMMON STOCKS

Grainger (W. W.) Inc. -..--.-.-....-.
Halliburton Company
Hercules, Incorporated
Hewlett Packard Company
Holiday Inns, Incorporated

Cost
1,393,616
3,15?,340

689,476
796,8L4

1,096,846

1,69L,748
1,007,834
7,394,203
1,458,264
2,260,654

3,456,469
392,660
978,582

2,523,360
2,648,788

641,000
8,187,290

648,470
2,006,016

998,907

3,420,462
1,6?5,935
2,922,270
1,986,450
1,088,086

t,Q45,947
L,921,845
1,486,535
1,355,514
1,910,831

1,225,675
201,059

2,596,141
'130,544

582,750

Market
1,152,000
3,946,575

560,000
610,750
625,000

625,000
916,500

1,6Q2,59r
1,377,500
1,355,000

2,160,600
100,050

1,169,750
1,842,000
2,404,250

400,500
1,905,000
1,127 goa
1,?53,700

800,625

2,541,9'.15
531,250

1,976,2L3
1,950,000
1,762,6Q0

843,760
1,?10,000

496,800
1,396,600
1,190,000

1,262,500
L73,062

t,647,763
876,875
352,500

Howard Johnson Company
Ingersoll Rand Compauy ....-............
International Business Machines Oorp. ..."..........
International Paper Company .---...........
International Tel. & Tel. Cornoration ....--.-.....-.,

27,700 Johnson & Johnson .......-...........-...-
11,600 Johnson Products Company, Inc. ...................-.-..
25,000 Joy Manufacturing Company
48,000 Knight Ridder Newspapers, Inc. ......-......-..-..-.-".
59,000 Kresge (S. S.) Company

18,000 Lance, Incorporated
40,000 Lilly, Eli & Company
20,000 Marathon Oil Company
49,400 Maytag Company
16,000 McDonalds Corporation

3?,400 Merck & Company, Inc. ...............
25,000 MGIC Investment Corporation ....-.,...
34,900 Minnesota Mining & Manufacturing Co, ......."
30,000 Mobil Oi1 Company
20,000 Monsanto Company

15,000 Morgan (J. P.) Company
30,000 Motoroia, Incorporated
27,60Q Nashua Corporation
47,000 Northern States Power Company
40,000 Northwest'Airlines, Inc. -.-..-...^....

60,000 Ohio Edison Company
21,300 Ohio Sealy Mattress Mfg. Company "-.......-..,.......
31,800 Penney, (J, C.) Qompany, Inc. -....-....-....
11,000 Pepsi Company, Incorporated -........"..-.
12,000 Pfizer, Incorporated

LZ



Number of
Shares

31,000
16,000
81,000
24,000
35,000

Cost
2,059,501
1,942,607
8,298,166

687,250
1,321,156

L,143,445
!,9r5,123
3,088,987
1,139,529
1,498,959

1,688,784
1,280,025
2,044,994

991,?36
1,913,920

919,59?
613,575

1,306,984
6LZ,A94

L,114,662

t,422,668
3,572,455
2,9?3,190
1,549,581

812,980

Market
2,049,875

581,250
2,902,3',15

756,000
420,000

965,625
1,199,300
2,104,500

320,818
462,800

1,640,000
1,431,000
1,966,050
1,313,400
1,635,000

1,026,250
652,500

1,783,500
?99,500
928,L25

L,490,625
2,198,950
3,124,900
L,297,578

269,250

1,165,000

COMMON STOCKS

Phillips Petroleum Company

Polaroid Company

Proctor & Gamble Company

Public Serviee Company of Indiana, Ine. .-..

Robins, (A. i t ,1 Company, Ine, . . . . . . . . . . . . . . . . . . . . . . . . .-

25,000 St. Regis Paper Company ...-...........
261800 ScheringPloughCorporation
30,500 Sears, Roebuck & Company .........----...
20,500 Simplicity Patterir Company
41,600 Southeasf Banking Corporation

40,000 Standard OiI Company of California
24,00Q Standard Oil Company of Indiana
25,700 Standard Oil Company of Ohio
26,400 Stauffer Chemical Company
40,000 Texae Eastern Corporation -................

10,000 Texas Instruments, Incorporated..........
30,000 Texas Utilities Company
69,600 U. S. Tobacco Company
12,000 Union Camp Corporation
16,000 Union Carbide Corporation ...-..-....*..-

75,000 United Telecommunications, Ine. .....-........-........-
o /,ruu upJonn uompany
67,200 Weyerhaeuser Company
47,400 Whirlpool Corporation
10,000 Williams Companies

20,000 Xerox Corporation .- 2,490,606

Total Common Stocks .$169,862,695 fi144,274,949

13



INVESTMENT ACTIVITY
For the year ended December 31, lr75

PRINCIPAL BALANCE AS OF DECEMBER 31, 19?5

Increases in Par Value:

Federal & Related Obligations $

Corporate Obligations

Canadian Obligations

G.N.M.A. Mortgage-Backed Securities

G.N.M.A. Pass-Thru Mortgages

Common Stocks

Short-Term Investments (Net)

Total Increases

Decreases in Par Value:

Federal & Related Obligations

International Bank Obligations

Corporate Obligations

Canadian Obiigations

G.N.M.A. Mortgage-Backed Securities

G.N,M.A. Pass-Thru Mortgages

F.H.A, Mortgages

V,A. Mortgages

H.U.D. Mortgage Loans

Common Stocks

Real Estate-Principal Amortization

Total Decreases

Net Increases to Portfolio

28,000,000

66,000,000
16,500,000

21,000,000

14,242,03L

24,486,L29

2,685,000

$113,696,759

$172,919,160

$ 7,695,400
6,522,000

63,907,887

10,735,000
350,000

178,128

4,58L,464

757,86L
gL4,L79

17,917,158

?38,187

$578,446,735

$ 59,?16,401

msm65f,mPRiNCIPAL BALANOE AS OF DECEMBER 31, 1976

NOTE: Purchases of short-term investments in various amounts during
the yea.r provided the System with additional income of $848,013.84.
Thele shbrt-term investments enabled the System to have a maxi-
mum of funds invested throughout the year.

l4



!hIVESTMENT
The Retirement Board's investment philos-

ophy is contained in the Investment Policy
Statement below, which is provided for the use
of the Systerrnns investment stafr and counselors.

OBJECTIVA
The objective of the Retirement Board's in-

vestment policy is to provide the maximum
long-term beneflts to members of the System
by maximizing the total rate of return within
pnrdent parameters of risk for a retirement
fund of this tvne. In line with this obiective,
due consideratibn is siven bv professional staff
and portfoiio advisers to th! 

-actuarial 
requir-

ment-s of the System and changes thefeto.
Safetv of nrincipal is the primarv considera-
tion 

-and -is 
niaintained 

-by 
the purchase

of quality investments, but investment in-
come is also an imnortant element com-
mandinE maior consideiation in the appraisal
of variols iniestment alternatives. The-Foard's
nolicv nrovides for the utiiization of aII suit-
iUte 

-ana 
nrudent avenues of investment auth-

orized un0er the Ohio Revised Code to main-
tain a hieh-qualitv. diversified portfolio of in-
vestments- in conse-ivatively fl n airced compani es
the prospects of which are continually review-
ed and issessed in the varying economic cli-
mate. While the Board generally invests with
the long-term in mind, the changing economic
and investment conditions dictate that shod-
term factors also be considered in the timing of
purchases or sales of any investment. Flex-
ibilitv and market timins are important ele-
menti in the Board's policy, and consistency of
perfonnance with respect to the total port-
folio is emphasized.

DIVERSIFICATION
Diversification of the portfolio is in respect

to tvnes of assets, types of industries, com-
pani-ei within industries, quality of the invest-
ments, maturities, geographical areas, etc., and
is an important element in the limitation of
risk. AII- such diversification parameters are
considered within the context of the require-
ments of the Ohio Revised Code and of the
economic climate at varying times to -assurs
the maintenance of a diversified portfolio re-
sponsive to changing economic conditions. Di-
v'ersification by dssel types- requir-es that the
Board consider investments in the fixed-rncome
area, mainly bonds and mortgages of various
tvnes. and equity investments, includrng nrgh-
quatiiv stocki aird productive real estate'

FIXED.INCOME INYESTMENTS

The Board's fixed-income investments are
maOe up of both bonds and mortgages of van-
ous tyfes carefully seiected on the basis of

POUCY
rate of retunr, maturity, quality, marketability
and overall suitability to the Board's portfolio.
The flxed-income portfolio is intended to pro-
vide the steady, high-level, curent income for
use in making beneflt payments to members of
the System. While such flxed-income assets do
fluctuate in market value, they are legal con-
tracts having definitely defined characteristics
and maturity values which provide a great de-
gree of stability to the investment return of
the Dorf,lollo,

gonds - The Board's policy provides fot
bonds to represent an important part of the
total portfolin, varying somewhat dependinq
uDon economlc condrflolls, rnterest rates ano
r6lative attractiveness of other avenues of in-
vestment. The Board requires that its bond
portfolio be of h.igh quality and chosen. with
iespect to maturity ranges! coupon levels, re-
funding characteristics and marketability. Di-
versifiCation is further provided by inclusion of
industrial, utility, telephone, governmental and
governmental agency ̂ bgndq of various types.
Active management or bonds ls encouraged to
continually improve the System's portfolio in
terms of quality, marketability, income, refund-
ing protection, etc.

Mortgages - The Board's high-quality' di'
versified motrgage portfolio varies in size
dependent upon mortgage interest rates, rates
av-ailable on other types of investments'
and the quality of loans available. The
Ohio Revis6d Code provides for inclusion of
mortsaEes on singlelfamily and multi-family
units-oi an insured or guaranteed. basis. Op-
nortunities to purchass conventional com-
inercial and indristrial loans of a credit-type
nature are considered and provided fo1 by t-he
Board's policy, Preference is given to those in-
vestmenls wliich can be made u'ithin the State
of Ohio in order that the expenses of making
the investmen!, administering the loan, and in-
spection of the property can be minimlzed'
Slince a mortgage portfolio is-more expensive
to administei t[an- other fixed-income invest-
ments. the Board considers mortgage invest'
ments'in those situations where the mortgage
investment provides at least one-half of -one
ner"""t"g" point per annu-m better y-ield than
a comnarable investment in the bonct marKel.
the niortgage portfolio,. Iike the. bond..poS-
folio. is intended to provrde a hrgh-qualrty. rn-
come stream, Iess subject to fluctuations dur-
ing changing economic conditions than some
oifi"i tvpE. 6f investments, for the payment of
benefits.

NQUITY INYESTMENTS
Since flxed-income investments, ^ such as

bonds and mortgages, provide only for.a cur-
rent income stream and make no provlslon tor
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a hedEe with respect to inflation, the Ohio Re-
vised 

-Code 
and- the Board's poliey provide

that such a long-term inflation hedge be ob-
tained by the use of equity investments in
stocks and productive reai estate' The Board's
policy provides .for ftexibility in changing
economtc condltrons and allows rnaxfinrza-
tion of total return from judicious use of a
combination of both fixed-income and equity
investments,

Productive Real Dstate - The Board's in-
vestment policv nrovides for the ownership of
productive reaf eitate, on an unleveraged basis,
of hish quality, and offering a good cunent te-
turn as well as substantial prospects for mar-
ket value appreciation over- time. Where they
are obtainaFib, and in addition to the apprecia-
tion-potential of the property, itself, increm-
ental lncieases tn Iease Tencals are provroeq
as a further method of offsetting monetary
inflation in the economy. Selection of well-
qualified managers and prime tenants is in-
Iierent in the Eoard's real estate investment
poliey.

Common Stocks - The Board's investment
in common stocke is an important and flexible
element in providing for a- long-term inflatiorl
hedge. The Board's.policy emphasizes tle..total
retuTn concept, drvldend yreid and maTKel ap-
preciation. and provides for investment in
ielected stocks of-conservatively financed com-
panies, as evidenced by debt to equity ratios,
internal cash flow, etc, Such companies are
usually leaders in their. particular industry,
have proven management, and are capable oI
substantial flexibility in pricing and competi-
tion with respect to their products. Such quality
stocks are selected on the basis of value, con'
sidering the magnitude, stabiiity and growth
of dividends, or on the basis of growth of
nrofits and dividends in excess of the growth
iate for the economy.

Over a lons period of time, it is anticipated
that the stocl-portfolio wili achieve a total
return, inciuding income and market appreqia-
tion. Ereater than that available from the fix-
ed-iircime portions of the portfolio'and that
such return will compare favorably with recog-
nized, representative market indexes and the
results o6tained by other funds of comparable
size and character. Consideration is given to

the fact that portfolios perform differently in
up and down cycles of the market and that
combining re-stiucturing of the porbfolio with
resnect to anticipated short-term movements
in the market irivolves considerable risk and
expense. Therefore, these performance goals
of-investment policy apply- only to the-long
term.

Realized losses are minimized by careful
selection of companies, attention to market
timins and diversiflcation of risk. The Board's
poJicy-.provides that, generally,- los^ses. may .be
taken in circumstances where the fundamental
outlook for the industry or the company, or
the flnancial condition of the company, is de-
teriorating or in the case of a generally de-
elinins market, AII sales of stocks at losses
are biought to the attention of Board mem-
bers tn advance.

SHORT-TERM INVESTMENTS

The Board's investment policy provides for
the use of short-term investments in accord-
ance with the Ohio Revised Code in order to
maximize earnings of the System and.to-allow
for flexibility in respect to market timing of
other lone-term investments. Such Short-term
investmenlts are selected within prescribed
qualitv limitations and include the use of U. S'
Goverirment securities, banker's acceptances,
certificates of deposit and prime commercial
naoer bearins a qualitv rating of P-1 or P-2
Ly'Moody's livestors Service,lnc.

IMPLEMENTATION

In order 
-to 

implement its investment policy,
the Board employs the services of two invest-
ment counselois 

-in 
addition to its own staff.

Investment guidelines are formulated annually
and reviewe-d at least quarterly with the in-
vestment counselors and staff to provide port-
folio guidelines appropriate to current -eco-
nomic conditions. Monthly reports are made to
the Board by staff with respect to implemen-
tation of investment policy, and performance
of equity investments is measured quarterly
by air independent performance measurement
specialist.
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