New Mexico

State Investment Council

Investment Holdings Report
June 30, 2009

FY 2009




Investment Holdings Report
June 30, 2009

FY 2009

Index
Description
Managed Net Assets
Land Grant Permanent Fund
Land Grant Permanent Fund Target Graphs
Severance Tax Permanent Fund
Severance Tax Permanent Fund Target Graphs
Tobacco Settlement Permanent Fund
Tobacco Settlement Permanent Fund Target Graphs
Water Permanent Fund
Water Permanent Fund Target Graphs
Unemployment Trust Fund
Third Party Investors Asset Allocation
Third Party Investors Allocation by Pool

Change in Market Values for Month by Asset Class

Change in Market Values for Month Investment Pools Detail by Manager
Change in Market Values for Month for Permanent Funds

Change in Market Values for Month for Third Party Investors

Change in Market Values for Quarter by Asset Class

Change in Market Values for Quarter Investment Pools Detail by Manager
Change in Market Values for Quarter for Permanent Funds

Change in Market Values for Quarter for Third Party Investors

NEPC Performance

Page No.

10
11
12
13
14-15
16
17-20
21
22-23
24
25-28

29-31



Equities

Domestic Equities:
Large Cap Pools
Large Cap Active Pool
Large Cap Active ETF Pool
Large Cap Indexed Pool
Large Cap Indexed ETF Pool
Total Large Cap Equities

Small/Mid Cap Pool
Mid/Small Cap Pool
Mid/Small Cap ETF Pool

Total Small/Mid Cap Equities

University Equities
Total Domestic Equities
International Pools

Non-US Developed Markets

Non-US Emerging Markets
Total International Equities

Total Equities

Fixed Income & Cash
Core Bonds Pool
Other Securities and Cash
Credit & Structured Finance
Total Fixed Income & Cash

Real Estate
Absolute Return

Private Equity

Stock Distributions/Private Equity

Total Managed Net Assets

State Investment Council

Managed Net Assets
June 30, 2009

Cash & Accrued Other Assets % of

Securities Income & Liabilities Net Assets Total
2,830,849,264 248,990,555 (151,915,930) 2,927,923,890 24.80%
27,583,982 902,528 (3,637) 28,482,874 0.24%
822,764,737 22,745,318 (30,261,633) 815,248,422 6.91%
16,145,748 437,247 (2,866) 16,580,129 0.14%
3,697,343,731 273,075,648 (182,184,066) 3,788,235,315 32.09%
1,447,194, 477 42,933,740 649,105 1,490,777,322 12.63%
6,813,646 198,368 (1,256) 7,010,758 0.06%
1,454,008,123 43,132,108 647,849 1,497,788,080 12.69%
6,540,646 6,540,646 0.06%
5,157,892,500 316,207,756 (181,536,217) 5,292,564,041 44.83%
553,109,202 12,906,425 (15,980,901) 550,034,726 4.66%
450,953,090 13,511,478 (4,875,664) 459,588,904 3.89%
1,004,062,292 26,417,903 (20,856,565) 1,009,623,630 8.55%
6,161,954,792 342,625,659 (202,392,782) 6,302,187,671 53.39%
1,499,323,669 171,463,543 (131,985,172) 1,538,802,040 13.03%
361,206,068 162,785,336 523,991,404 4.44%
161,274,466 61,622,462 (43,954) 222,852,973 1.89%
1,660,598,135 594,292,073 30,756,210 2,285,646,417 19.36%
464,418,208 464,418,208 3.93%
1,229,669,314 243,339,230 (845,825) 1,472,162,717 12.47%
1,279,017,899 1,279,017,899  10.83%
1,725,209 1,725,209 0.01%
10,797,383,557 1,180,256,962 (172,482,397) 11,805,158,121  100.00%

SIC June 09 Package



Land Grant Permanent Fund

Cash / Cash Equivalents / Accruals

Equities:
Large Cap Active Pool
Large Cap Active ETF Pool

Large Cap Index Pool
Large Cap Index ETF Pool

Small/Mid Cap Active Pool
Small/Mid Cap Active ETF Pool
Total US Equities

Non-US Developed Markets Pool
Non-US Emerging Markets Pool

Total Non-US Equities
Total Equities
Core Bonds
Credit & Structured Finance
Total Fixed Income

Economically Targeted Invest.

Real Estate

Private Equity:
Private Equity National
Private Equity New Mexico

Stock Distributions/Private Equity
Total Private Equity

Absolute Return

Total Fund Net Assets

June 30, 2009

Long-Term
Market Value % of Net Assets Target
171,709,632 2.16% 0.00%
1,987,304,351
2,432,876 1,989,737,227 25.08%
578,173,691
1,801,327 579,975,018 7.31% 32.39% 41.00%
1,027,361,823
1,462,037 1,028,823,860 12.97% 12.97% 10.00%
3,598,536,105 45.36% 51.00%
341,312,509 4.30% 7.00%
298,406,967 3.76% 3.00%
639,719,476 8.06% 10.00%
4,238,255,581 53.42% 61.00%
1,266,357,471 15.97% 10.00%
155,259,797 1.96% 5.00%
1,421,617,268 17.93% 15.00%
9,531 0.00%
307,133,128 3.87% 3.00%
753,656,692 9.50% 6.00%
983,527 0.01%
754,640,219 9.51% 6.00%
1,038,289,576 13.09% 15.00%
100% 100%

7,931,654,935

SIC June 09 Package
7/21/2009
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Severance Tax Permanent Fund
June 30, 2009

Long-Term
Market Value % of Net Assets Target
Cash / Cash Equivalents / Accruals 55,297,512 1.74% 0.00%
Equities:
Large Cap Active Pool 848,949,685 26.69%
Large Cap Index Pool 182,446,683 5.74% 32.63% 39.00%
Small/Mid Cap Active Pool 431,559,262 13.57% 9.00%
University Equities 6,540,646 0.20%
Total US Equities 1,469,496,276 46.20% 48.00%
Non-US Developed Markets Pool 165,952,055 5.22% 7.00%
Non-US Emerging Markets Pool 144,623,965 4.55% 3.00%
Total Non-US Equities 310,576,020 9.77% 10.00%
Total Equities 1,780,072,296 55.97% 58.00%
Core Bonds 9,636,465 0.30% 6.00%
Credit & Structured Finance 67,591,697 2.13% 5.00%
Total Fixed income 77,228,162 2.43% 11.00%
Economically Targeted Invest. 162,775,805 5.12% 1.00%
Real Estate 157,285,080 4.95% 3.00%
Private Equity:
Private Equity National 362,669,819 11.40% 6.00%
Private Equity New Mexico 162,691,389 5.11% 6.00%
Stock Distributions/Private Equity 741,681 0.02%
Total Private Equity 526,102,889 16.53% 12.00%
Absolute Return 421,917,451 13.27% 15.00%
Total Fund Net Assets 3,180,679,195 100.0% 100.0%

SIC June 09 Package
7/21/2009

4



abexyoed 60 aunf OIS

600¢/1e/L

00GE

%€ | %0 | %07 | %06 | %004 | %0h | %06E | %00 jobuey wis)-buoTg

g6 | %2i'S | €594 | LSEL | %lL6 | %EpET | €92E | %L UoHeas)ly Jualing

L2l

spun4
abpaH

AUl 1;.‘ o sju
aje)sg |pajebiey | Aunbg den | | sennbg | awoou| den aieainb3
1eay b} ajeAld | [ews/pin| SN UON | paxio abie7 yseo
1nwouoa3 /4ysed

- %00°0

| %005

— | %00°0L

| %005t

= %00°02

—— ———— |- — %005z
— ] - %0008

= - %00°SE

== : - %00°0V

S 77,1, 1779

1ob61e] wia]-Buo o) pasedwon uoneao|y Judng

%9°cl

%86 de) |lews/plin

seinb3 SN UON |

%v'C

SWOooU| PaXI ¢

%9'CE

dep abieT

AR
BRI
A

RSB
PR 0.G"
)

R 0

2
RSB

R
SRR A
SIS n 2181
R RILE
LERRLIRLLLIRIAIEN (12 :
RS RLTES
RS RARLIR LIS
e s
RIS
RS
R LA
O R R
R SRR
R et et isstatatelstotattoieiotess,
J R R KRR
R ARSI NARANAAL:
RS RRAS
& SRR

BRI

55
35

&»w".“"«“m .
%L'S

\\\/ AU| palebie ]
\\\\N\\ olwouoo]

%6
s 1S |eay

: /

7

o\o L
syus|eainbg
yseg /ysed

%00

%ECL
spun4 abpaH

uoIEed0||y JUaLNY

6002 ‘0€ aunp

pun4 jusuewliad Xej 9JURIDADS



Tobacco Settlement Permanent Fund
June 30, 2009

Long-Term
Market Value % of Net Assets Target
Cash / Cash Equivalents / Accruals 45,235,112 37.40%
Equities:
Large Cap Active Pool 21,053,135 17.41%
Large Cap Index Pool 3,838,815 3.17% 20.58% 46.00%
Small/Mid Cap Active Pool 7,771,424 6.43% 6.43% 11.00%
Total US Equities 32,663,374 27.01% 57.00%
Non-US Developed Markets Pool 4,727,634 3.91% 7.0%
Non-US Emerging Markets Pool 2,468,768 2.04% 3.0%
Total Non-US Equities 7,196,402 5.95% 10.00%
Total Equities 39,859,776 32.96% * 67.00%
Core Bonds 27,304,505 22.57% 23.0%
Absolute Return 8,552,543 7.07% 10.00%
Total Fund Net Assets, excl. cash 75,716,824 100.00% 100.00%
Total Fund Net Assets 120,951,936

SIC June 09 Package
7/21/2009
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Water Permanent Fund

Cash / Cash Equivalents / Accruals

Equities:
Large Cap Active Pool
Small/Mid Cap Active Pool
Total US Equities

Non-US Developed Markets Pool

Non-US Emerging Markets Pool
Total Non-US Equities

Total Equities

Core Bonds
Absolute Return

Total Fund Net Assets, excl. cash

Total Fund Net Assets

June 30, 2009

Long-Term
Market Value % of Net Assets Target
11,896,242 26.24% 23.73%
11,303,479 24.93% 24.93% 46.0%
3,481,527 7.68% 7.68% 11.00%
14,785,006 32.61% 57.00%
1,929,213 4.25% 7.0%
1,103,922 2.43% 3.0%
3,033,135 6.69% 10.00%
17,818,141 39.30% 67.00%
12,221,649 26.96% 23.0%
3,404,276 7.51% 10.00%
33,444,066 100.01% 100.00%

45,340,308
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Unemployment Trust Fund
June 30, 2009

Market Value % of Net Assets

Cash / Cash Equivalents / Accruals 77,067,572 100.00%

Equities:
Large Cap Active Pool
Large Cap Index Pool

Small/Mid Cap Active Pool
Total US Equities -

Non-US Developed Markets Pool s
Non-US Emerging Markets Pool
Total Non-US Equities

Total Equities -

Core Bonds
Total Fixed Income -

Absolute Return

Total Fund Net Assets, excl. cash -

Total Fund Net Assets $ 77,067,572 100.00%

10



Cash / Cash Equivalents

Equities:
Large Cap Active Pool
Large Cap Active ETF Pool
Large Cap Index Pool
Large Cap Index ETF Pool
Small/Mid Cap Active ETF Pool
Small/Mid Cap Active ETF Pool

Total US Equities

Non-US Developed Markets Pool
Non-US Emerging Markets Pool

Total Non-US Equities

Total Equities

Core Bonds
High Yield Bonds

Total Third Party Ownership

Third Party
June 30, 2009

Market Value

% of Net Assets

59,313,107
26,049,996
50,790,698

5,648,725
20,603,435
14,778,797

177,084,758

36,113,336
12,985,233

49,098,569

226,183,327

223,283,393

449,466,727

SIC June 09 Package
7/22/2009
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0.00%
13.20%
11.30%
4.58%
29.08%
8.03%
2.89%
10.92%

50.32%

49.68%

0.00%

100.00%
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The New Mexico State Investment Office, through some of its various investment pools, participates in a
Securities Lending program through a third party agent. This program involves the lending of various
securities such as equities and U.S. Treasury, agency, or government sponsored enterprise (GSE)
securities from the investment pool portfolios, in return for collateral. This collateral, most often
received in the form of cash, is then reinvested.

Historically, the entry to record securities lending income is made as a monthly revenue entry to the
participating pools, while an entry to reflect the loaned and collateral assets has been made as annual
audit adjustment. In recent months, however, some of the investments in the Collateral portion of the
Securities Lending program have experienced either extreme pricing pressure or even impairment.

Beginning with this June 2009 financial statement package and then with each monthly package
following, the loaned and collateral assets will be included in the valuation of the net asset value of each
participating investment pool. The valuation method and source are consistent with previous years’
presentation.
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THE POWER OF BANK DEPOSITS:

Banc Investment Daily

6-month CDs vs. S&P 500
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Today is your lucky day if you are reading this, because we
see a marketing opportunity that extremely few community banks
exploit. First, a story:

Once upon a time there were two sisters. The older sister was
more aggressive and after looking at a 3Y average S&P300
performance that was in excess of 28% back in 1999, decided to
invest $10k in a no-load, no-fee index fund that mimicked the
S&P500. Every dividend that was earned on the underlying
stock, would be reinvested back into the index of stocks. At the
time, this was one of the best investments available, as it
outperformed almost 80% of professional money managers. This
sister set an investment plan that invested $10k the first business
day of every January.

The younger, and more conservative sister, took a different
approach. She, had the same investment plan, but instead of
equities, she put her money in 6-month CDs of her local
community bank. On the first business day of July she rolled the
amount and on the first business day of January she added her
$10k of savings for the year. Now, she wasn't happy with the
rate, because the local community bank only paid the median
price in the market for those 6-month CDs. To put this in
perspective, the median APY would have been 0.57% last week.
However, despite these seemingly low returns, the bank was so
nice and gave such great service, that she felt comfortable with
the strategy. Despite a couple of Christmases where the older
sister laughed at the younger one for her single digit returns
(particularly in 1999 and 2007), the younger sister stuck with her
plan.

The funny thing is that we just checked both sisters’ investment
strategies last week and were amazed at what we found. The
older sister had amassed $305k, while the younger sister had
outperformed that by producing an impressive balance of $310k,
or 2% better. For the S&P500, the compounded annualized
return would have come out to 7.32%, while the compounded
annualized return for the 6-month CD strategy, would have
resulted in close to a 13% return.

If you run different dates, the story even gets better. We ran the
numbers and found if you stared the plan in 1994, community
bank CDs would have done 29% better. If you started the same
plan in 1999, you would have done almost 70% better. We also
ran a variety of other dates and CD maturities (3-month, 1-year,
etc.) and found much the same conclusion.

While single digit returns are nothing sexy, having your principal
guaranteed by the FDIC is. To get a 38% return in the S&P (like
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in 1995), you most likely have to suffer 37% losses (like in 2008).
In fact, investors need to know that from 1990, the average
standard deviation of returns from the S&P500 was 19.5 versus
2.01% from the average community bank CD rates. In other
words, to have a chance at double digit equity returns, investors
have to take on almost 10x the amount of risk when compared to
bank CDs.

Of course, the past is not a prologue to the future, we are not
sure of the deposit rates that your particular bank offered and
had the equity market not dropped in 2008, we would not have
such a great story to tell. However, the fact is that it did and the
equity vs. CD performance continues to hold true for 2009.

As an industry, we need to get this story out and take dollars
back from the equity market to lower our collective cost of funds.
Right now is the perfect opportunity to capitalize on history with
this very powerful rabbit-vs.-hare-message.

ECONOMY:

o No material economic data is scheduled for release.
FIXED INCOME & RATES:

Yesterday: Yields fell 5bp, as the DOW broke below the key
resistance level of 8200 in thin trading. Banks were still largely
sidelined. Today: Aside from a cool date today (7/8/9), the
market is looking for direction (another day without any key
economic indicators) and should take its cue from corporate
earnings releases and the $19B 10Y auction. Yields are down
1bp.

BANK NEWS:

o Charter Conversion: The FFIEC reminded banks that charter
conversions or changes in the primary federal regulator should
be for strategic business reasons only and not to escape
regulation or pending enforcement action.

o OTS Anti-Takeover: A Federal court upheld an OTS rule that
limits minority shareholders to 10% of the stock in a mutual
holding company subsidiary after a private investor challenged
the rule as being anti-takeover in nature.

e Consumer Debt: According to the ABA, credit card
delinquencies rose nearly 20% to 6.60% in the 4Q, payments
pas due on home loans and LOCs jumping 16% to 3.52% and
29% to 1.89%, respectively. At the end of 1Q, consumers held
$940B outstanding in revolving lines of credit, down 2.22%
from the 4Q.

e CA IOU Correction: To clarify a story we ran yesterday -
BofA, Wells and other large banks will refuse to accept CA

State |IOUs after this Friday.

MTD Tsy Yields & Chg Libor Rates 3ML Swap Expected FF
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