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February 2019

The State Teachers Retirement Board and the associates of STRS Ohio are pleased to 
present our Defined Contribution Investments Annual Report for fiscal year 2018. This 
report contains investment information and results from July 1, 2017–June 30, 2018, 
for STRS Ohio’s defined contribution account allocation choices.

Strong returns in the U.S. equity markets paced fiscal 2018 returns and led the way to 
solid overall performance. The STRS Russell 2000 Index Choice was the best performer, 
with a 17.45% return, followed by the STRS Russell 1000® Index Choice at 14.42%. 
A summary of the performance of all of the investment choices is included in the 
Performance Section that begins on Page 7.

At fiscal year end, total assets for the Defined Contribution Plan and the defined 
contribution portion of the Combined Plan totaled nearly $1.46 billion. Under these 
plans, STRS Ohio provides allocation choices that members can select to determine 
the accumulation of their account based on their individual time horizon and risk 
tolerance.

STRS Ohio updated its lineup of allocation choices for Defined Contribution Plan and 
Combined Plan participants in July 2018, adding three new allocation choices and 
ending future contributions to the STRS Total Guaranteed Return Choice. This annual 
report includes performance results for the allocation choices that were available in 
fiscal year 2018.

The Defined Contribution Investments Annual Report is divided into four sections:  
(1) the Introductory Section includes this letter and annualized rates of return; (2) the 
Economic and Financial Markets Overview Section describes economic changes that 
potentially affected the investment market; (3) the Performance Section details each 
allocation choice and covers its annual performance; and (4) the Disclosure Section 
includes key rules, concepts and definitions.

As you plan your financial future, we hope you take full advantage of the resources 
that STRS Ohio and Nationwide Retirement Solutions provide. We at STRS Ohio look 
forward to working with you throughout your career and partnering with you in 
helping to build retirement security.

Robert Stein Michael J. Nehf
Chair, State Teachers Retirement Board, 2018–2019 Executive Director
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Investment Performance Report as of June 30, 2018
Annualized Rates of Return

TOTAL GUARANTEED RETURN CHOICE

Balanced Current 
Rate

STRS Total Guaranteed Return Choice 2018D 3.75% (For contributions made between July 1, 2013–June 30, 2014 — closed to new investments)

STRS Total Guaranteed Return Choice 2019D 4.25% (For contributions made between July 1, 2014 –June 30, 2015 — closed to new investments)

STRS Total Guaranteed Return Choice 2020D 4.25% (For contributions made between July 1, 2015–June 30, 2016 — closed to new investments)

STRS Total Guaranteed Return Choice 2021D 4.25% (For contributions made between July 1, 2016–June 30, 2017 — closed to new investments)

STRS Total Guaranteed Return Choice 2022D 4.25% (For contributions made between July 1, 2017–June 30, 2018 — closed to new investments)

VARIABLE ALLOCATION CHOICES
Cash 1 Year 3 Years 5 Years 10 Years

STRS Money Market ChoiceB 1.28% 0.69% 0.44% 0.36%

Index: 90-day U.S. Treasury bill 1.36% 0.68% 0.42% 0.31%

Bonds 1 Year 3 Years 5 Years 10 Years

STRS Bloomberg Barclays U.S.  
Universal Bond Index ChoiceAB -0.44% 1.97% 2.47% 3.81%

Large-Cap 1 Year 3 Years 5 Years 10 Years

STRS Large-Cap Core ChoiceB 9.39% 8.99% 11.07% 8.82%

Index: Russell 1000® Index 14.54% 11.65% 13.37% 10.20%

STRS Russell 1000® Index ChoiceB 14.42% 11.53% 13.25% 10.04%

Mid-Cap 1 Year 3 Years 5 Years 10 Years Since  
InceptionE

Inception 
Date

STRS Russell Midcap® Index ChoiceB 12.21% 9.47% 12.11% N/A 12.11% 7/1/2013

Small-Cap 1 Year 3 Years 5 Years 10 Years

STRS Russell 2000® Index ChoiceB 17.45% 10.85% 12.34% 10.43%

Specialty/Real Estate 1 Year 3 Years 5 Years 10 Years

STRS REIT Index ChoiceBC 3.34% 7.90% 8.10% 7.55%

International 1 Year 3 Years 5 Years 10 Years

STRS MSCI World ex USA Index 
ChoiceB

6.83% 4.66% 6.01% 2.32%

TARGET CHOICE OPTIONS

1 Year 3 Years 5 Years 10 Years Since  
InceptionE

Inception 
Date

STRS Target Choice 2020B 5.55% 5.62% 7.03% N/A 7.03% 7/1/2013

STRS Target Choice 2025B 6.57% 6.19% 7.65% N/A 7.65% 7/1/2013

STRS Target Choice 2030B 7.47% 6.69% 8.22% N/A 8.22% 7/1/2013

STRS Target Choice 2035B 8.38% 7.18% 8.80% N/A 8.80% 7/1/2013

STRS Target Choice 2040B 9.29% 7.67% 9.26% N/A 9.26% 7/1/2013

STRS Target Choice 2045B 9.66% 7.88% 9.39% N/A 9.39% 7/1/2013

STRS Target Choice 2050B 9.66% 7.88% 9.39% N/A 9.39% 7/1/2013

Historical performance is not necessarily indicative of actual future investment performance, which could differ substantially. A member’s units, when redeemed, may  
be worth more or less than their original cost. All performance figures after June 30, 2001, are provided net of annual fees. All returns are calculated in U.S. dollars. 
Current performance may be lower or higher than the performance data indicated above. For current performance data, call Nationwide Retirement Solutions toll-free  
at 866-332-3342 or visit www.strsoh.org.

A BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its 
affiliates (collectively “Bloomberg”). BARCLAYS® is a trademark and service mark 
of Barclays Bank Plc (collectively with its affiliates, “Barclays”), used under license. 
Bloomberg or Bloomberg’s licensors, including Barclays, own all proprietary rights 
in the Bloomberg Barclays Indices. Neither Bloomberg nor Barclays is affiliated 
with State Teachers Retirement System of Ohio, and neither approves, endorses, 
reviews or recommends the STRS Bloomberg Barclays U.S. Universal Bond Index 
Choice or any STRS Target Choice (collectively, “STRS Investment Choices”). 
Neither Bloomberg nor Barclays guarantees the timeliness, accurateness or 
completeness of any data or information relating to the Bloomberg Barclays U.S. 
Universal Bond Index, and neither shall be liable in any way to the State Teachers 
Retirement System of Ohio, investors in the STRS Investment Choices or other 
third parties in respect of the use or accuracy of the Bloomberg Barclays U.S. 
Universal Bond Index or any data included therein.

B Performance figures for the STRS Index choices reflect the deduction of 

management fees. The corresponding indexes are unmanaged, do not incur fees 
and cannot be invested in directly. 

C  The performance is based on the actively-managed STRS REIT Choice until  
June 30, 2014, and the performance of the STRS REIT Index Choice after that date. 

D There is no annual asset management fee for this choice. See the Investment 
Options Guide.

E Reflects annualized performance since inception if less than 10 years. 

*The Russell Indices are a trademark of FTSE International Limited (FTSE) and Frank 
Russell Company (Russell) and their respective subsidiary undertakings, which are 
members of the London Stock Exchange Group plc group. STRS Ohio Investment 
Choices are not sponsored, endorsed, sold, or promoted by Russell and Russell 
makes no representation, warranty or guarantee regarding the use of the Russell 
Indices or the advisability of investing in the investment choices. 
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As of June 30, 2018
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TOTAL GUARANTEED RETURN CHOICE

Balanced Current 
Rate

STRS Total Guaranteed Return Choice 2018D 3.75% (For contributions made between July 1, 2013–June 30, 2014 — closed to new investments)

STRS Total Guaranteed Return Choice 2019D 4.25% (For contributions made between July 1, 2014 –June 30, 2015 — closed to new investments)

STRS Total Guaranteed Return Choice 2020D 4.25% (For contributions made between July 1, 2015–June 30, 2016 — closed to new investments)

STRS Total Guaranteed Return Choice 2021D 4.25% (For contributions made between July 1, 2016–June 30, 2017 — closed to new investments)

STRS Total Guaranteed Return Choice 2022D 4.25% (For contributions made between July 1, 2017–June 30, 2018 — closed to new investments)

Defined Contribution Asset Value by Allocation Choice
As of June 30, 2018

 Defined Contribution Asset Value by Allocation Choice
As of June 30, 2018

STRS REIT  
Index Choice

$103,033,260

STRS Money  
Market Choice
$131,071,888

STRS MSCI World  
ex USA Index Choice

$140,802,608

STRS Bloomberg 
Barclays U.S. Universal 

Bond Index Choice 
$123,824,792

7.1%

9.7%

9.0%

8.5%

STRS Large-Cap  
Core Choice

$221,685,53815.2%

STRS Russell 1000® 
Index Choice

$264,412,859
18.1%

The chart above displays STRS Ohio’s defined contribution holdings and percentage of total assets for the fiscal year ending June 30, 2018. More information on 
these options can be found in the Performance Section beginning on Page 7.

Target Choice Options in Detail

STRS Target  
Choice 2030
$7,906,759

STRS Target  
Choice 2040
$12,901,715

STRS Target  
Choice 2020
$58,156,093

STRS Target  
Choice 2045

$14,914,738

STRS Target  
Choice 2050

$21,125,970

STRS Target  
Choice 2025
$5,789,025

STRS Target  
Choice 2035
$9,947,188

44.5%

4.4%

6.1%

9.9%

7.6%

11.4%

16.2%

Target Choice Options
$130,741,487

STRS Total Guaranteed 
Return Choice 2020
$11,241,898

STRS Total Guaranteed 
Return Choice 2019
$9,323,062

STRS Russell Midcap® 
Index Choice
$34,629,885

STRS Total Guaranteed 
Return Choice 2021
$15,748,453

STRS Russell 2000®  
Index Choice 
$252,334,680 17.3%

0.6%

2.4%

0.8%

1.1%
STRS Total Guaranteed 
Return Choice 2022
$10,353,276 0.7%

9.0%

Total assets 
$1,458,567,976

STRS Total Guaranteed 
Return Choice 2018
$9,364,290

0.6%
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In less than a year, the current U.S. economic expansion will likely 
move into uncharted territory. It will be on the cusp of entering its 
11th year of economic growth because the risk of recession is expected 
to be low in fiscal year 2019. It would then wear the crown for being 
the longest U.S. expansion since reliable records began in the mid-
1800s — outshining the 10-year growth cycle from 1991–2001.

Though the expansion’s duration is impressive, its performance had 
been disappointing-to-mediocre because of the long recovery from 
the financial crisis that led to the Great Recession of 2007–2009. 
That assessment of its performance changed beginning in early 2016 
when real (inflation-adjusted) core economic activity accelerated into 
the 3% range and overall economic growth returned to its long-term 
trend. Today, while certainly aged because of the expansion’s length, 
the U.S. economy is generally behaving like it is in a mid-cycle phase 
that is pushing gradually closer toward late-cycle characteristics 
in future years. It will likely leave a duration record that future 
expansions will find hard to match.

Upside and downside risks remain to the sturdy U.S. economic forecast 
for fiscal year 2019, but real economic growth in the 2–3.5% range 
appears to be likely. The personal and business tax cuts and reforms 
that were passed in mid-fiscal year 2018 should help to support a 
third straight year of consumer and business activity in or above the 
economy’s low-to-mid 2% long-term potential range. If business 
fixed investment exceeds expectations due to a larger impact from 
corporate tax reform, full capital expenditures expensing, repatriation 
of foreign profits that increasingly are used for expansion and further 
significant federal government deregulations, then U.S. economic 
growth could surpass the upper bound on the baseline forecast range 
for real gross domestic product (GDP) growth. A greater acceleration 
in capital expenditures would also lead in future years to productivity 
gains that could push potential economic growth above the current 
long-term range. 

Meanwhile, the Trump administration’s inability to deliver a unified 
message on trade policy could damage business and consumer 
confidence enough that it changes expected behavior and slows 
economic growth to below the lower bound of the baseline forecast 
range. Furthermore, geopolitical crises in the Middle East and 
elsewhere remain a threat to U.S. economic growth. Nevertheless, we 
place a higher probability on solid economic growth in fiscal year 2019 
than in recent years because the U.S. economy is producing broad-
based strength across most economic sectors with new expansionary 
fiscal policy that is expected to offset the gradual movement toward 
more restrictive monetary policy.

Real GDP growth through fiscal year 2018 has averaged an annualized 
2.25% over the entire expansion. That rate of growth remains 
roughly half of the average growth rates recorded from all post-
World War II economic expansions. Much of the softer economic 
growth can be attributed to a significant slowing in productivity 
growth. It has advanced by just an annualized 1.1% during the past 
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nine years compared to a postwar expansion average of 2.4% and an 
entire post-war business cycle (including recessions) average of 2.1%. 
Unfortunately, the disappointing productivity growth of the current 
expansion matches the average productivity gains that have occurred 
in all post-war recessions when economic activity generally contracts. 
At the same time, the demographic challenges for the United States 
from retiring Baby Boomers and slower labor force growth will continue 
for decades to come. Taken together, the two primary components — 
worker productivity and labor inputs — to potential economic growth 
abruptly slowed during the current economic expansion.

Following soft 1% overall and 1.9% core annualized economic growth 
in the middle quarters of fiscal year 2016, the U.S. economy accelerated. 
Total economic activity has advanced by 2.5% while core economic 
activity (real private domestic final sales that equals real GDP less 
volatile foreign trade, inventory change and government spending) has 
grown an annualized 3.1% over the subsequent nine quarters ending 
fiscal year 2018. For fiscal year 2018 alone, the total U.S. economy grew 
2.9% while real private domestic final sales increased by a strong 3.2%.

In the upcoming fiscal year, consumer spending is expected to accelerate 
further from still-strong, though marginally slower, employment gains 
and added after-tax income from the recent federal tax changes. In 
fiscal year 2018, monthly employment gains averaged 199,000 in an 
economy whose long-term average monthly increases should fall into 
the 75,000–100,000 range. As a result, the unemployment rate closed 
the fiscal year at 4% from 4.3% at the end of fiscal year 2017, but it had 
dipped to a nearly 50-year low of 3.8% in May. Most estimates for the 
natural rate of unemployment (where inflation pressures are considered 
to be evenly balanced) rest around 4.5%, so today’s unemployment 
rate suggests inflation pressures are growing.  Furthermore, the 
underemployment rate (that measures people who would like to work 
more hours in addition to those who would like a job) fell significantly 
to 7.6% in May from 8.5% at the start of the fiscal year 2018. That tells 
us that not only are the unemployed finding jobs, but workers are more 
satisfied with the amount of work they are receiving. And, for the first 
time since 2000 when the data collection started, the number of job 
openings around the country exceed the total number of unemployed 
workers. While it is impossible to completely match up job openings with 
the remaining unemployed, that shows businesses face an extremely 
tight labor market.

Business investment in structures and equipment collapsed from late 
2014 through 2016 largely due to a pullback in the energy sector, as 
commodity prices descended. Non-residential investment was virtually 
flat during that period because of the plunge from reduced investment 
in oil and gas wells. Energy prices began to move higher in mid-2016, 
providing an incentive for domestic oil and gas producers to return and, 
again, invest in structures and equipment. In the year-and-a-half since 
2016, business fixed investment has grown a robust 7.5% annualized, 
and orders activity for future investment has remained strong.
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A key part of the Republican administration and Congress’ tax policy 
changes focused on the business sector by significantly lowering the 
corporate tax rate, providing incentives through a much lower tax rate 
to bring foreign profits home, allowing immediate expensing of capital 
equipment purchases and reducing regulations on how businesses operate. 
Provided that murky trade policy positions from the Trump administration 
do not cause a collapse in business confidence or a significant wave of 
counter-protectionist measures from other countries, this friendlier tax 
policy climate to expand investment and a strong domestic economy 
should keep non-residential investment growing at a solid rate through 
fiscal year 2019.

Following the collapse of the housing sector before and during the Great 
Recession, residential investment has been a consistent contributor to overall 
economic growth even though its influence on the economy is smaller. At 
its peak in 2005, real residential investment was 6% of real GDP. It fell to 
as low as 2.4% of real GDP but has now reached about 3.3% of real GDP. 
That is still well short of its 5.4% average share of real GDP since World War 
II, but the sector has increasingly become a more important component 
of economic activity. During the current expansion, residential investment 
has grown an annualized 5.4% and remains the only economic sector 
outpacing its average annualized growth rate of all post-war economic 
expansions. So, while its contribution is smaller because of its smaller 
size within the economy, residential investment has made important 
contributions to the economy since the trough of the Great Recession.

Fiscal 2018 showed a continued uptick in consumer prices, while the GDP continued on a path of steady growth.

Note: Shaded areas denote a recession. Sources: Bureau of Economic Analysis, Bureau of Labor Statistics/Haver Analytics

Gross Domestic Product/Consumer Price Index
1998–2018 Year-Over-Year Growth Rates

Gross Domestic Product Consumer Price Index

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

8%

6%

4%

2%

0%

-2%

-4%

-6%

Housing starts, which had fallen to an annual rate below 500,000 units at 
the end of the recession, grew to about 1.25 million units in fiscal year 2018 
after 1.2 million units in fiscal year 2017. Further economic gains from the 
housing sector are expected to continue through fiscal year 2019, as housing 
affordability for the potential buyer remains relatively high and homebuilders 
expect solid demand in coming quarters, particularly since the supply of new 
and existing homes is tight.

Leading economic indicators suggest that future economic growth in the 
United States will remain strong after having slowed from fiscal year 2014 
through part of fiscal year 2016. The Economic Cycle Research Institute’s 
leading index (a measure that is heavily influenced by weekly financial 
market series) soared before fiscal year 2017 after the stock market began 
to rebound in mid-February 2016. Its surge continued into January 2017, 
reaching highs not seen since immediately after the Great Recession, though 
it slid to virtually no gain in early fiscal year 2018. Meanwhile, the Conference 
Board’s leading index (a measure that is heavily influenced by monthly real 
economic series) bottomed out just before fiscal year 2017 and has been 
relatively strong since. Other private sector surveys that provide leading 
economic data remain in moderate-to-strong growth territory, pointing 
towards further gains for the U.S. economy. Together, these leading indicators 
support the forecast of a continued strong economy for, at least, fiscal year 2019.

Commodity prices bottomed in early-2016, helping to subsequently drive 
headline inflation measures like the personal consumption expenditures 

!"
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(PCE) price index upward from flat growth in early fiscal year 2016. Rising 
energy costs, particularly in fiscal year 2018, have added pressure to headline 
inflation measures. The PCE price index at fiscal year end was already growing 
above the 2% rate that the Federal Reserve considers to be its long-term 
average target. Meanwhile, the core PCE price index that excludes volatile food 
and energy costs was advancing slightly below the 2% target at 1.9% year-
over-year through fiscal year 2018.

Inflation pressures are clearly quickening, both broadly and after stripping 
away volatile segments. Consumer prices in fiscal year 2018 grew 2.8% while 
core consumer prices advanced by 2.2%. Perhaps more alarming, however, 
is that the Federal Reserve Bank of Cleveland’s median consumer price index 
(constructed to get an idea of how true inflation is behaving) grew 2.8% — 
an expansion high — over the past fiscal year. With increasingly little slack 
remaining in the labor market, wage pressures should add to the inflation 
outlook and keep actual inflation at the high end of the Federal Reserve’s 
targeted range.

The Federal Reserve has maintained a stimulative monetary policy since 
the beginning of the Great Recession. Policymakers at the Federal Reserve 
understood that they had to do everything in their power to prevent a 
deflationary spiral developing out of the recession —an issue stagnant Japan 
dealt with for more than two decades. Initially, the Federal Reserve drove 
short-term interest rates significantly lower to roughly 0% by using its main 
policy tool — the federal funds targeted rate — but it did not stop there. 
Quantitative easing led to an expansion of assets on the Federal Reserve’s 
balance sheet from roughly $900 billion prior to the recession to as high as $4.5 
trillion. The Federal Reserve made sure the banking system was flooded with 
cash for future loans that could eventually spark a credit cycle leading to ever 
stronger economic growth.

At its December 2013 monetary policy meeting, the Federal Reserve began 
to taper the purchases of securities from quantitative easing (QE) because the 
labor market was showing signs of better growth and the overall economy 
was finally gaining traction. At each subsequent meeting, it reduced the size 
of further quantitative easing purchases until monetary policymakers finished 
QE in the fall of 2014. In December 2015, the Federal Reserve’s main policy tool 
of controlling short-term interest rates was eased back too, when the Federal 
Reserve raised the federal funds rate 0.25%, making it the first increase in 
short-term interest rates since mid-2006. Since then, the Federal Reserve has 
gradually raised interest rates to the end of fiscal year 2018’s targeted range of 
1.75–2% for the federal funds rate.

Federal Reserve policymakers would like to raise short-term interest rates 
further in fiscal year 2019, but they will continue to closely watch how the 
U.S. and foreign economies and financial markets react to less stimulative 
monetary policy within the United States. An intermittent course of gradually 
raising short-term interest rates is the most likely one from the Federal Reserve. 
Furthermore, the Federal Reserve will likely continue to reduce the assets on its 
balance sheet in fiscal year 2019. 

Like the interest rate policy it has pursued since the Great Recession, the Federal 
Reserve will likely be cautious with a gradualist policy change for its balance 

sheet so as to not disrupt the financial markets or economy from its healthy 
course. Federal Reserve Chair Jerome Powell has testified in the past to an 
acceptable range for assets on the central bank’s balance sheet that would, 
given the reduction course already laid out by policymakers, lead to a partial 
reversal of QE through 2020 or even into 2021.

Rising interest rates improve money market 
returns

The Federal Reserve raised the federal funds target rates three times during 
fiscal year 2018, ending the year at 1.75%–2%. This led to higher returns for 
this asset class than have been experienced in the past several years.

Fixed-income market returns mixed during  
fiscal 2018

Fiscal year 2018 was a mixed year for fixed-income market returns as 
favorable economic conditions continued. The first six months of the fiscal 
year saw a return of +1.42%, while the second half fiscal year return was 
-1.67%. Returns were driven by the increase in interest rates and wider 
spreads, partially offset by coupon income. The net result was a slightly 
negative return of -0.44% for the year.

Domestic equity market continued its ascent in 
fiscal year 2018

The U.S. equity market rose for the ninth consecutive year in fiscal 2018.   
Returns for the year were primarily driven by stronger corporate earnings 
growth which was mostly due to reduced tax burden at both the corporate 
and individual level.  Large cap growth stocks performed the best, especially 
the information technology and consumer discretionary sectors.  Large 
cap value stocks performed the worst, led by weaker performance in the 
consumer staples, communication services and utilities sectors.

International markets increase for second 
consecutive year

The international developed markets continued to climb in fiscal 2018, 
although the returns were less robust compared to the previous year.  Global 
economic expansion supported earnings growth and good returns in the 
large markets of Japan and United Kingdom while most other countries also 
had positive returns. The top performing countries were Norway, Portugal 
and Finland. 

REITs recover from February weakness to post a 
positive return

Rising interest rates played a role again this year as it was another volatile 
year in the REIT market. Returns varied among REIT sectors, as industrial, self-
storage and lodging REITs posted strong positive double-digit returns, while 
healthcare and apartment REITs posted negative returns for the fiscal year.  
REITs followed the U.S. equity market with a sharp decline in February, then 
completely recovered by June 2018 to post a modest gain, with the annual 
return primarily from the REIT dividend yield.



2018 Annual Report 7

Structure
The STRS Money Market Choice is intended to obtain 
a high level of current income consistent with the 
preservation of principal and liquidity. The performance 
objective is to exceed the 90-day U.S. Treasury bill return, 
before fees. Investments will generally consist of U.S. 
dollar-denominated commercial paper and other short-
term corporate obligations that are rated in the highest 
category (A1/P1 rating) by the rating organizations, 
as well as securities that are guaranteed by the U.S. 
government or one of its related agencies. Credit quality 
is emphasized for preservation of principal and liquidity. 

Securities selected for investment offer competitive 
yields and meet the policy objectives pertaining to credit 
quality, maturity and diversification. Interest rates and 
the maturity of the individual securities relative to the 
maturity of the portfolio as a whole are also considered.

Annual Asset Management Fee
The total annual fee for the STRS Money Market Choice is 
no greater than 0.10%.

Performance
The STRS Money Market Choice returned 1.28%, after 
fees, in fiscal year 2018 compared to the benchmark 
90-day U.S. Treasury bill that returned 1.36%. The choice 
invested mainly in U.S. government-backed Treasury 
bills and Agency Notes, but supplemented yields with 
investments in Floating Rate Corporate Bonds with 
maturities within 12 months. Also, holding investments 
with maturities longer than the 90-day benchmark 
contributed to higher yields. 

STRS Money Market Choice
Cash

P
E

R
F

O
R

M
A

N
C

E

1.5%

1%

.5%

0%
1 Year

1.28%

STRS Money Market Choice
Historical Annualized Performance as of June 30, 2018

Please see Page 2 for additional performance information.

STRS Money Market Choice Index: 90-day U.S. Treasury bill

3 Years 5 Years 10 Years

0.36%
0.42%0.44%

0.68%

1.36%

0.69%

0.31% 

Market Drivers
STRS Money Market Choice performance was 1.28%, 
after fees, for the year. Yields follow the current short-
term interest rates maintained by the U.S. Federal 
Reserve, which had an effective target rate between 1% 
and 2% during the fiscal year. The Federal Reserve raised 
the federal funds target rate three times during the 
fiscal year from a range of 1%–1.25% at the beginning 
to 1.75%–2% by the end of the year. U.S. Government 
and Agency Notes made up the bulk of the investable 
universe with Commercial Paper and Floating Rate 
Corporate Bonds to a lesser extent. The table below 
shows the STRS Money Market Choice investment 
allocation:

Sector Weightings as of June 30, 2018 

Sector Weight

■ U.S. Government and Agency Notes .......... 89.4% 

■	 Commercial Paper ................................................5.6%

■ Money Market .......................................................3.5%

■	 Floating Rate Corporate Bonds .......................1.5%

Total STRS Money Market Choice 100%
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STRS Bloomberg Barclays U.S. Universal Bond  
Index Choice
Bonds

Structure
The STRS Bloomberg Barclays U.S. Universal Bond 
Choice is intended to closely track the return of the 
Bloomberg Barclays U.S. Universal Bond Index (Index), 
before fees. Total returns are comprised of changes in 
principal values plus interest income earned. The index 
consists entirely of U.S. dollar-denominated securities. A 
significant portion of the index includes debt issued by 
the U.S. government and government-related entities, 
mortgage securities that include agency mortgage-
backed, commercial mortgage-backed and asset-backed 
securities and investment grade corporate bonds. A 
small portion of the index is high-yield debt with ratings 
below the Baa category. Also included is debt from 
emerging market countries and other foreign issuers. 
The STRS Bloomberg Barclays U.S. Universal Bond Choice 
provides members an opportunity to earn the return of a 
diversified portfolio of fixed-income securities. Summary 
statistics for the Bloomberg Barclays U.S. Universal Bond 
Index are shown below.

Annual Asset Management Fee
The total annual fee for the STRS Bloomberg Barclays  
U.S. Universal Bond Index Choice in fiscal 2018 was 
0.15%. As of July 1, 2018, the annual fee is 0.07%.

Performance
For the fiscal year ending June 30, 2018, the STRS 
Bloomberg Barclays U.S. Universal Bond Choice 
returned a negative -0.44%, after fees. This section 
details the performance of the Bloomberg Barclays 
U.S. Universal Bond Index. While the STRS Bloomberg 
Barclays U.S. Universal Bond Choice seeks to closely 
track the performance of its corresponding index, actual 
performance will differ because the index does not incur 
management fees.

Fiscal 2018 was a mixed year for fixed-income market 
returns as favorable economic conditions continued. 
The first six months of the fiscal year, the return was 
+1.42%, while the second half of the fiscal year returned 
-1.67%. Fixed-income returns were driven by the 
increase in interest rates and wider spreads, partially 
offset by coupon income. The highest returning sector 
was high yield (+2.62%), followed by asset-backed 
securities (+0.44%), agency mortgage-backed securities 
(+0.15%) and government related (+0.12%). Emerging 
market debt (-1.04%), investment-grade corporate 
bonds (-0.83%), U.S. Treasuries (-0.65%) and commercial 
mortgage-backed securities (-0.25%) sectors had 
negative returns.

BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). 
BARCLAYS® is a trademark and service mark of Barclays Bank Plc (collectively with its affiliates, “Barclays”), used 
under license. Bloomberg or Bloomberg’s licensors, including Barclays, own all proprietary rights in the Bloomberg 
Barclays Indices. Neither Bloomberg nor Barclays is affiliated with State Teachers Retirement System of Ohio, and 
neither approves, endorses, reviews or recommends the STRS Bloomberg Barclays U.S. Universal Bond Index Choice 
or any STRS Target Choice (collectively, “STRS Investment Choices”). Neither Bloomberg nor Barclays guarantees the 
timeliness, accurateness or completeness of any data or information relating to the Bloomberg Barclays U.S. Universal 
Bond Index, and neither shall be liable in any way to the State Teachers Retirement System of Ohio, investors in 
the STRS Investment Choices or other third parties in respect of the use or accuracy of the Bloomberg Barclays U.S. 
Universal Bond Index or any data included therein.



2018 Annual Report 9

STRS Bloomberg Barclays U.S. Universal Bond  
Index Choice
Bonds

Index Statistics as of June 30, 2018
Number of Issues .................................................................16,035

Average Yield .........................................................................3.68%

Average Maturity .......................................................... 8.16 Years

Market Value .......................................................... $24.27 Trillion

3.81%

Please see Page 2 for additional performance information.

Effective Aug. 24, 2016, the Barclays indexes were 
rebranded to the Bloomberg Barclays Indicies.

STRS Bloomberg Barclays  
U.S. Universal Bond Index Choice

Historical Annualized Performance  
as of June 30, 2018
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STRS Bloomberg Barclays U.S. 
Universal Bond Index Choice
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Market Drivers
Fiscal 2018 was a mixed year for fixed-income 
market returns as interest rates increased and credit 
conditions generally improved.  In response to a 
declining unemployment rate and above potential 
economic growth, the U.S. Federal Reserve continued 
its intermittent course of marginally raising short-term 
interest rates and began to gradually reduce assets on 
its balance sheet during the fiscal year.  The 10-year U.S. 
Treasury bond yield rose from 2.30% at the beginning of 
the fiscal year to 2.85% at fiscal year-end.  Over the course 
of the entire fiscal year, relatively higher returns earned 
in the most credit-sensitive spread sector, High Yield, 
helped to cushion the lower returns in the less credit and 
non-credit risky sectors. 

Sector Weightings as of June 30, 2018 

Sector Weight

■	 Treasury.....................................................................31% 

■	 Mortgage ..................................................................26%

■	 Corporate .................................................................24%

■	 Emerging Market ..................................................... 8%

■	 Government-Related ............................................. 6%

■	 High Yield ................................................................... 5%

Total STRS Bloomberg Barclays  
U.S. Universal Bond Index 100%
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Structure
The STRS Large-Cap Core Choice seeks long-term capital 
appreciation by investing in a diversified portfolio of large-
capitalization U.S. equities. The goal of the portfolio is to 
generate returns in excess of the Russell 1000® Index, before 
fees. The Russell 1000® Index represents the 1,000 largest 
companies traded in the U.S. markets. This choice is broad-
based and well-diversified, making it suitable as a core equity 
holding within a portfolio. Keeping in mind that each investor’s 
risk tolerance is different, the amount of large-cap holdings in 
an investor’s portfolio should be based on risk tolerance and 
investment goals. The excess return for this choice is expected 
to come largely from stock selection and, to a lesser extent, 
industry or sector allocation. 

Annual Asset Management Fee
The total annual fee for STRS Large-Cap Core Choice is 0.30%. 

Performance
The STRS Large-Cap Core Choice gained 9.39%, after fees, in 
the fiscal year ending June 30, 2018. This return trailed the 
return of 14.54% posted by the benchmark Russell 1000 index. 
Underperformance was attributed primarily to stock selection, 
with much of the weakness attributed to a bias toward value 
stocks which resulted in performance that did not keep up 
with very strong returns of growth stocks, especially those held 
in the information technology and consumer discretionary 
sectors. 

STRS Large-Cap Core Choice
Large-Cap

Market Drivers
The U.S. equity market, as measured by the Russell 
1000 Index, rose 14.54%, above the long-term average 
market returns. This marked the ninth consecutive year 
of market gains as the stock market reached a new all-
time high. Returns for the year were primarily driven by 
stronger corporate earnings growth which was mostly 
due to reduced tax burden at both the corporate and 
individual level. 

The market was led by large cap growth stocks, 
especially the information technology and consumer 
discretionary sectors. Large cap value stocks performed 
the worst, led by weaker performance in the consumer 
staples, the telecommunications services and the utilities 
sectors.

Composition as of June 30, 2018

 % of Total
Top 10 Holdings Investment Choice
Apple Inc. (AAPL) .................................................................. 4.58% 

Microsoft  Corp. (MSFT) ...................................................... 2.43%

Alphabet Inc. (GOOGL) ....................................................... 2.24%

Exxon Mobil Corp. (XOM)................................................... 2.11%

Micron Technology Inc. (MU) ........................................... 2.09% 

NXP Semiconductors NV (NXPI) ...................................... 1.71%

Chevron Corp. (CVX) ............................................................ 1.59%

Facebook Inc. (FB) ................................................................ 1.54%

Pepsico Inc. (PEP) .................................................................. 1.54%

Wordplay Inc. (WP) ............................................................... 1.53%

Top 10 holdings represent 21.36% of the total 
investment choice.



2018 Annual Report 11

6.51%
6.11%

13.13%
13.09%

2.84%
3.57%

Sector Weightings as of June 30, 2018

STRS Large-Cap Core Choice

Russell 1000® Index

Information  
Technology

Consumer  
Discretionary

Financials

Health Care

Industrials

Energy 

Consumer Staples

Materials

Real Estate

Utilities

Telecommunications 
Services

26.63%
25.58%

13.05%
13.95%

11.03%
9.85%

12.57%
13.61%

6.47%
6.50%

2.98%
2.96%

2.82%
2.88%

1.97%
1.90%
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STRS Large-Cap Core Choice
Historical Annualized Performance as of June 30, 2018

Please see Page 2 for additional performance information.

STRS Large-Cap Core Choice Index: Russell 1000® Index
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Structure
The STRS Russell 1000® Index Choice is an allocation 
choice that is intended to closely match the performance 
of the Russell 1000® Index, before fees.

As the name implies, the Russell 1000® Index is 
comprised of approximately 1,000 U.S. companies 
selected for their large market capitalization, liquidity 
and industry classifications. These stocks represent 92% 
of the characteristics of the U.S. market.

The STRS Russell 1000® Index Choice is a large-cap 
choice designed to diversify portfolio holdings and is 
intended to be a long-term investment option.

Wilshire Associates suggests holding a large-cap equity 
choice as part of a well-diversified investment portfolio. 
Keeping in mind that each investor’s risk tolerance 
is different, the amount of large-cap holdings in an 
investor’s portfolio should be based on risk tolerance 
and investment goals.

Top 10 Holdings as of June 30, 2018

    % of Total
Top 10 Holdings Investment Choice
Apple Inc. (AAPL) .................................................................. 3.53%

Microsoft Corp. (MSFT) ....................................................... 2.89%

Amazon.com Inc. (AMZN) .................................................. 2.68%

Facebook Inc. (FB)  ............................................................... 1.79%

Berkshire Hathaway Inc. CL-B (BRK.B)  .......................... 1.40% 

JP Morgan Chase and Co. (JPM) ...................................... 1.37%

Exxon Mobil Corp. (XOM)................................................... 1.36% 

Alphabet Inc. Class C (GOOG) .......................................... 1.32%

Alphabet Inc. Class A (GOOGL) ........................................ 1.31%

Johnson & Johnson (JNJ) ................................................... 1.26%

Top 10 holdings represent 18.91% of the total  
investment choice.

Annual Asset Management Fee
The total annual fee for STRS Russell 1000® Index Choice 
in fiscal 2018 was 0.10%. As of July 1, 2018, the annual 
fee is 0.05%.

STRS Russell 1000® Index Choice
Large-Cap

Performance
The STRS Russell 1000 Index Choice gained 14.42%, after 
fees, for the fiscal year ending June 30, 2018. 

The returns in 2018 exceeded the long-term average 
returns of the equity market and marked the ninth 
consecutive year of positive returns for the index.  

Market Drivers
The U.S. equity market, as measured by the Russell 1000 
Index, rose 14.54%, above the long-term average market 
returns. This marked the ninth consecutive year of market 
gains as the stock market reached a new all-time high.  
Returns for the year were primarily driven by stronger 
corporate earnings growth, which was mostly due to 
reduced tax burden at both the corporate and individual 
level.  

The market was led by large cap growth stocks, especially 
the information technology and consumer discretionary 
sectors. Large cap value stocks performed the worst, led 
by weaker performance in the consumer staples, the 
telecommunications services and the utilities sectors.

Sector Weightings as of June 30, 2018 

Sector Weight

■	 Information Technology ...............................25.58% 

■	 Financials ............................................................13.95% 

■	 Health Care ........................................................13.61%

■	 Consumer Discretionary ...............................13.09%

■	 Industrials ............................................................. 9.85%

■	 Consumer Staples ............................................. 6.50%

■	 Energy.................................................................... 6.11% 

■	 Real Estate ............................................................ 3.57%

■	 Materials ............................................................... 2.96%

■	 Utilities .................................................................. 2.88%

■	 Telecommunications Services ...................... 1.90%

Total Russell 1000® Index 100.00%
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Index Statistics as of June 30, 2018

Total Market Value .............................................$25.78 Trillion

Mean Market Value ............................................$28.36 Billion

Weighted Average 
Market Value  .................................................... $194.94 Billion

Largest Company 
Market Value ..................................................... $909.84 Billion

Smallest Company 
Market Value .......................................................... $2.26 Billion

Median Share Price ......................................................... $65.06

P/E Ratio .................................................................................20.88

Dividend Yield ................................................................... 1.89%

Please see Page 2 for additional performance information.

STRS Russell 1000® Index Choice

1 Year 3 Years 5 Years 10 Years

STRS Russell 1000® Index Choice
Historical Annualized Performance as of June 30, 2018
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Note: Figures in the chart above are based on Russell® non-intraday values utilized for reporting in Russell® 
Index products and services. The Russell® U.S. equity index values shown on most financial sites and in the 
media began at a later date and at a different beginning value than the original set of values shown above. 
While the STRS Russell 1000® Index Choice seeks to closely match the performance of the Russell 1000® Index, its 
actual performance will differ because the Index does not incur management fees.
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The Russell Indices are a trademark of FTSE International Limited (FTSE) and Frank Russell Company (Russell) and their 
respective subsidiary undertakings, which are members of the London Stock Exchange Group plc group. STRS Ohio 
Investment Choices are not sponsored, endorsed, sold, or promoted by Russell and Russell makes no representation, 
warranty or guarantee regarding the use of the Russell Indices or the advisability of investing in the investment choices.

Russell 1000® Index Values
For Fiscal Year 2018
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Sector Weightings as of June 30, 2018 

Sector Weight

■	 Information Technology ...............................18.19%

■	 Consumer Discretionary ...............................14.26%

■	 Financials ............................................................13.81% 

■	 Industrials ...........................................................13.55%

■	 Health Care .......................................................... 9.61%

■	 Real Estate ............................................................ 8.90%

■	 Utilities .................................................................. 6.04%

■	 Materials ............................................................... 5.41% 

■	 Energy.................................................................... 5.35%

■	 Consumer Staples ............................................. 4.45%

■	 Telecommunications Services ...................... 0.43%

Total Russell Midcap® Index 100.00%

STRS Russell Midcap® Index Choice
Mid-Cap

Structure
The STRS Russell Midcap® Index Choice is an allocation 
choice that is intended to closely match the return 
of the Russell Midcap® Index, before fees. The Index 
is composed of approximately 800 stocks chosen for 
market size, liquidity and industry group representation. 
The return consists of capital appreciation plus dividend 
yield. This choice’s share price and total return should 
be expected to fluctuate within a wide range, like the 
performance of the overall stock market.

Annual Asset Management Fee
The total annual fee for STRS Russell Midcap® Index Choice 
in fiscal 2018 was 0.10%. As of July 1, 2018, the annual 
fee is 0.07%. 

Performance
The STRS Russell Midcap Index Choice gained 12.21%, 
after fees, for the fiscal year ending June 30, 2018. While 
the STRS Russell Midcap Index Choice seeks to closely 
track the corresponding index, actual performance will 
differ because the index does not incur management 
fees.  

 Market Drivers
Mid-cap stocks posted solid gains in 2018, although 
below the returns of large-caps. Market gains were 
driven by improved corporate profitability as company 
earnings expanded sharply in 2018. Earnings growth 
was primarily due to reduced tax burden at both the 
corporate and individual level.

Top 10 Holdings as of June 30, 2018

 % of Total
Top 10 Holdings  Investment Choice
Analog Devices Inc. (ADI) ...................................................0.48%

Fidelity National Information Services Inc. (FIS) .........0.48%

Ross Stores Inc. (ROST) ........................................................0.43% 

Twitter Inc. (TWTR) ................................................................0.42%

Sempra Energy (SRE) ............................................................0.42%

SunTrust Banks Inc. (STI) ......................................................0.42%

Edwards Lifesciences Corp. (EW) .....................................0.42%

Fiserv Inc. (FISV) .....................................................................0.41% 

ServiceNow Inc. (NOW) .......................................................0.41%

Autodesk Inc. (ADSK) ...........................................................0.39% 

Top 10 holdings represent 4.28% of the total index.

Index Statistics as of June 30, 2018

Total Market Value .................................................. $7.34 Trillion

Mean Market Value ...............................................$10.20 Billion

Weighted Average Market Value .....................$14.73 Billion

Largest Company Market Value .......................$35.47 Billion

Smallest Company Market Value ......................$2.26 Million

Median Share Price ............................................................ $59.79

P/E Ratio ....................................................................................20.39

Dividend Yield ...................................................................... 1.67%

The Russell Indices are a trademark of FTSE International Limited (FTSE) and Frank Russell Company (Russell) and their 
respective subsidiary undertakings, which are members of the London Stock Exchange Group plc group. STRS Ohio 
Investment Choices are not sponsored, endorsed, sold, or promoted by Russell and Russell makes no representation, 
warranty or guarantee regarding the use of the Russell Indices or the advisability of investing in the investment choices.
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*Reflects annualized performance of 12.11% since the 
July 1, 2013, inception date. 

See Page 2 for additional performance information.

N/A

STRS Russell Midcap® Index Choice
Historical Annualized Performance  

as of June 30, 2018

STRS Russell Midcap® Index Choice*

1 Year 3 Years 5 Years 10 Years

Russell Midcap® Index Values
For Fiscal Year 2018

Note: Figures in the chart above are based on Russell® non-intraday values utilized for reporting in Russell® 
index products and services. The Russell® U.S. equity index values shown on most financial sites and in the 
media began at a later date and at a different beginning value than the original set of values shown above. 
While the STRS Russell Midcap® Index Choice seeks to closely match the performance of the Russell Midcap® 
Index, its actual performance will differ because the Index does not incur management fees.



Defined Contribution Investments16

Performance
The STRS Russell 2000 Index Choice rose 17.45%, after 
fees, for the fiscal year ending June 30, 2018. While the 
STRS Russell 2000 Index Choice seeks to closely track 
the corresponding index, actual performance will differ 
because the index does not incur management fees.   

Market Drivers
Investors saw small-cap stocks again post strong gains in 
2018, beating large-cap equity market returns. Much of 
the gains were due to investors’ increasing demand for 
riskier small-cap names and stocks with heavy exposure 
to the U.S. economy. Returns for the year were primarily 
driven by stronger corporate earnings growth, which 
was mostly due to reduced tax burden at both the 
corporate and individual level.

Sector Weightings as of June 30, 2018 

Sector Weight

■	 Financials ............................................................17.95%

■	 Health Care ........................................................15.59% 

■	 Information Technology ...............................14.87% 

■	 Industrials ...........................................................14.87%

■	 Consumer Discretionary ...............................13.35% 

■	 Real Estate ............................................................ 7.26% 

■	 Energy.................................................................... 5.01%

■	 Materials ............................................................... 4.34% 

■	 Utilities .................................................................. 3.31%

■	 Consumer Staples ............................................. 2.80%

■	 Telecommunications Services ...................... 0.66%

Total Russell 2000® Index 100.00%

Structure
The STRS Russell 2000® Index Choice is intended to 
closely match the performance of the Russell 2000® 
Index.

As the name implies, the Russell 2000® Index is 
comprised of approximately 2,000 U.S. companies 
selected for their small market capitalization and 
industry classifications. The index is reevaluated  
annually to remove larger companies that may distort 
the performance characteristics of a small-cap fund.

The STRS Russell 2000® Index Choice is a small-cap 
choice designed to diversify investment holdings and is 
intended to be a long-term investment option.

Wilshire Associates suggests holding a small-cap equity 
choice as part of a well-diversified investment portfolio. 
Keeping in mind that each investor’s risk tolerance 
is different, the amount of small-cap holdings in an 
investor’s portfolio should be based on risk tolerance 
and investment goals.

Annual Asset Management Fee
The total annual fee for STRS Russell 2000® Index Choice 
for fiscal 2018 was 0.10%. As of July 1, 2018, the annual 
fee is 0.07%.

Top 10 Holdings as of June 30, 2018

 % of Total
Top 10 Holdings  Investment Choice
Five Below Inc (FIVE) ............................................................0.24%

Etsy Inc. (ETSY).......................................................................0.23%

Blackbaud (BLKB) ..................................................................0.22%

LivaNova PLC. (LIVN)............................................................0.22%

Haemonetics (HAE) ..............................................................0.22%

Entegris Inc. (ENTG) .............................................................0.22% 

IDACORP Inc. (IDA) ...............................................................0.21% 

FibroGen Inc. (FGEN) ...........................................................0.21%

Medidata Solutions Inc. (MDSO) .....................................0.21% 

Loxo Oncology Inc. (LOXO) ...............................................0.21%

Top 10 holdings represent 2.19% of the total index.

STRS Russell 2000® Index Choice
Small-Cap

The Russell Indices are a trademark of FTSE International Limited (FTSE) and Frank Russell Company (Russell) and their 
respective subsidiary undertakings, which are members of the London Stock Exchange Group plc group. STRS Ohio 
Investment Choices are not sponsored, endorsed, sold, or promoted by Russell and Russell makes no representation, 
warranty or guarantee regarding the use of the Russell Indices or the advisability of investing in the investment choices.
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Russell 2000® Index Values
For Fiscal Year 2018

Note: Figures in the chart above are based on Russell non-intraday values utilized for reporting in Russell index 
products and services. The Russell U.S. equity index values shown on most financial sites and in the media 
began at a later date and at a different beginning value than the original set of values shown above. While the 
STRS Russell 2000® Index Choice seeks to closely match the performance of the Russell 2000® Index, its actual 
performance will differ because the Index does not incur management fees.
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See Page 2 for additional performance information.

STRS Russell 2000® Index Choice
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STRS Russell 2000® Index Choice
Historical Annualized Performance as of June 30, 2018
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Index Statistics as of June 30, 2018

Total Market Value .................................................. $2.18 Trillion

Mean Market Value ................................................. $1.29 Billion

Weighted Average Market Value  ...................... $2.27 Billion

Largest Company Market Value ......................... $6.70 Billion

Smallest Company Market Value ................... $51.89 Million

Median Share Price ............................................................ $24.46

P/E Ratio ....................................................................................21.25

Dividend Yield ...................................................................... 1.30%
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Structure
The STRS REIT Index Choice invests in the public 
securities of real estate companies, primarily real estate 
investment trusts (REITs). The objective is to closely 
match the performance of the FTSE NAREIT Equity REITs 
Index, before fees. 

Annual Asset Management Fee
The total annual fee for STRS REIT Index Choice in fiscal 
2018 was 0.15%. As of July 1, 2018, the annual fee is 0.10.

Performance
The STRS REIT Index Choice provided after-fee returns 
of +3.34 %, closely tracking the FTSE NAREIT Equity 
REITs Index return. The FTSE NAREIT Equity REITs Index 
was relatively volatile during the year. From July 2017 to 
December 2017, the FTSE NAREIT Equity Index posted a 
return of 2.5%. However, in January through February, 
the REIT market experienced a decline of approximately 
12%, following the general decline of the U.S. stock 
market during that time. REITs then rallied through June 
2018 and recovered all of the January/February decline 
and finished up 3.34% for the year. The five-year REIT 
return finished at 8.1%, which was about equally shared 
by price return and dividend return.

Market Drivers
There were significant differences between the REITs 
sectors due to the underlying real estate fundamentals. 
Industrial REITs, which benefited from e-commerce 
initiatives, were strong for the second year in a row, 
along with Self Storage and Lodging REITs; while the 
Health Care REITs struggled as they experienced credit 
issues with their tenant base.  

The Federal Reserve continued its systematic raising 
of interest rates (three times during the fiscal year in 
December 2017, March 2018 and June 2018), which is a 
headwind for higher interest bearing investments such 
as REITs. The REIT dividend yield is near a 4.0% yield, so 
the total 2018 REIT return came from the REIT dividends, 
while the price return was relatively flat. 

STRS REIT Index Choice
Real Estate
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STRS REIT Index Choice
Historical Annualized Performance as of June 30, 2018

Prior to July 1, 2014, the STRS REIT Index Choice was known as the 
STRS REIT Choice and employed an actively managed investment 
strategy. The performance shown above reflects the actively 
managed strategy until June 30, 2014, and the current passively 
managed index strategy thereafter.

Please see Page 2 for additional performance information.

STRS REIT Index Choice
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Composition as of June 30, 2018 

Top 10 Holdings ........................... % of Total Index
Simon Property Group Inc. (SPG) ..................................6.08%

Prologis Inc. (PLD)...............................................................4.04%

Equinix Inc. (EQIX) ..............................................................3.95% 

Public Storage (PSA) ..........................................................3.90%

AvalonBay Communities Inc. (AVB) ..............................2.75%

Welltower Inc. (WELL) .......................................................2.71% 

Digital Realty Trust Inc. (DLR) .........................................2.66% 

Equity Residential (EQR) ...................................................2.65% 

Ventas Inc. (VTR) .................................................................2.35%

Boston Properties Inc. (BXP) ...........................................2.25%

Top 10 holdings represent 33.34% of the total   
investment choice.
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Structure
This allocation choice is intended to closely match the 
return of the Morgan Stanley Capital International (MSCI) 
World ex USA Index, before fees. The MSCI World ex USA 
Index is composed of approximately 1,000 constituent 
stocks in the index. The total investment return of the 
index is comprised of capital appreciation and dividend 
income.

The STRS MSCI World ex USA Index Choice is intended as 
a long-term investment choice due to higher volatility of 
returns of international stocks over short-term periods. 
Risks of international investment include, but are not 
limited to, currency risk, country risk and different 
security exchange regulations. 

Annual Asset Management Fee
The total annual fee for STRS MSCI World ex USA Index 
Choice in fiscal 2018 was 0.20%. As of July 1, 2018, the 
annual fee is 0.10.

Performance
The STRS MSCI World ex USA Index Choice increased 
6.83%, after fees, for the fiscal year ending June 30, 2018. 
This choice has provided a five-year return of 6.01%. 
While the STRS MSCI World ex USA Index Choice seeks 
to closely match the performance of its corresponding 
index, its actual performance will differ because the index 
does not incur management fees.

Market Drivers
This section details the market drivers of the MSCI 
World ex USA Index, which is the benchmark for the 
STRS MSCI World ex USA Index Choice. The international 
developed markets continued the positive trajectory 
from the previous year but softened in the second half 
of the fiscal year as investors focused on trade tensions 
and the negative impact from continued interest rate 
hikes in the United States. The best performing countries 
were Norway (+28.5%), Portugal (+17.1%) and Finland 
(+11.7%). The three weakest markets were Israel (-4.2%), 
Sweden (-3.5%) and Spain (-3.0%). The returns were 
boosted by a sustained global economic expansion that 
supported corporate earnings growth. The U.S. dollar 
strengthened modestly overall against developed market 
currencies, so the returns of dollar-based investors such 
as STRS Ohio were negatively impacted this fiscal year. 

STRS MSCI World ex USA Index Choice
International

Country Weightings as of June 30, 2018

Country % of Index
Japan ......................................................21.91%

United Kingdom ................................16.39% 

France ....................................................10.02%

Canada .................................................... 8.84%

Germany ................................................. 8.68%

Switzerland ............................................ 7.10%

Australia .................................................. 6.33%

Hong Kong ............................................. 3.29%

Netherlands ........................................... 3.27%

Spain ........................................................ 2.79%

Sweden ................................................... 2.35%

Italy ........................................................... 2.20%

Denmark ................................................. 1.51%

Singapore ............................................... 1.16%

Belgium ................................................... 0.99%

Finland ..................................................... 0.94%

Norway .................................................... 0.68%

Ireland...................................................... 0.51%

Israel ......................................................... 0.48%

Austria ..................................................... 0.22%

New Zealand ......................................... 0.19%

Portugal .................................................. 0.15%

Total MSCI World  
ex USA Index 100.00%



2018 Annual Report 21

6,600

6,400

6,200

6,000

5,800

5,600

5,400 July
2017

Aug.
2017

Sept.
2017

Oct.
2017

Nov.
2017

Dec.
2017

Jan.
2018

Feb.
2018

March
2018

April
2018

May
2018

June
2018

MSCI World ex USA Index Values
For Fiscal Year 2018

STRS MSCI World ex USA Index Choice
Historical Annualized Performance as of June 30, 2018

See Page 2 for additional performance information.
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Structure
Unlike the other allocation options offered by STRS 
Ohio, this option provides a guaranteed interest rate 
on contributions and transfers made in a given year. 
In exchange for this protection against any possible 
negative returns, participants must “lock in” their 
contributions and transfers made during the year until 
the end of a five-year term. The interest rate is paid on 
the contributions and transfers until the end of the 
five-year term and is credited to the account on a daily 
basis. The five-year term begins with the initial allocation 
choice and concludes on the last day of the fifth fiscal 
year, ending June 30. (The STRS Ohio fiscal year runs 
from July 1–June 30.)

For example, contributions made between July 1, 2017, 
and June 30, 2018, are locked in at a 4.25% annual 
interest rate until June 30, 2022. 

At the end of the five-year term, the participant must 
transfer the accumulated value to other STRS Ohio  
allocation choices.

If the participant doesn’t indicate allocation options, the 
accumulated value of the choice will be automatically 
rolled into the Target Choice option that falls 
immediately before the participant’s 60th birthday.

Annual Asset Management Fee
None

Annual Interest Rate for  
Allocations Made Between  
July 1, 2017–June 30, 2018: 4.25%
Effective July 1, 2018, this allocation choice no longer 
accepts new contributions.

STRS Total Guaranteed Return Choice
Balanced
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STRS Target Choice Options
Blends

Structure
These allocation options target a 
year in the future that would roughly 
match a participant’s retirement date. 
As the target date approaches, the 
more conservative the investment 
mix becomes — moving from a 
substantial allocation to stocks in the 
early years (seeking greater growth 
opportunities) toward a more balanced 
mix of stocks and bonds (in an effort 
to reduce volatility) as the target 
date nears. When the Target Choice 
reaches its target date, participants 
who are not going to annuitize the 
account for retirement must transfer 
the accumulated value to other STRS 
Ohio investment options. If no other 
option is chosen, the accumulated 
value of the choice automatically rolls 
into the Target Choice option that falls 
immediately before the participant’s 
60th birthday.

Annual Asset  
Management Fee
The total annual fee for STRS Target Choice 
options in fiscal 2018 was 0.20%. As of  
July 1, 2018, the annual fee is 0.10%.

Compositions  
as of July 1, 2018

27.5% Domestic Equities 
21.5% International Equities
46% Fixed Income
5% Real Estate

STRS Target Choice 2020

STRS Target Choice 2025

33% Domestic Equities 
25% International Equities
37% Fixed Income
5% Real Estate

STRS Target Choice 2030

37.5% Domestic Equities 
28% International Equities
29.5% Fixed Income
5% Real Estate

STRS Target Choice 2035

42% Domestic Equities 
31% International Equities
22% Fixed Income
5% Real Estate

STRS Target Choice 2040

46.5% Domestic Equities 
34% International Equities
14.5% Fixed Income
5% Real Estate

STRS Target Choice 2045

49% Domestic Equities 
36% International Equities
10% Fixed Income
5% Real Estate

STRS Target Choice 2050

49% Domestic Equities 
36% International Equities
10% Fixed Income
5% Real Estate

Performance for Fiscal Year 2018

20%

15%

10%

5%

0%
2020

9.29%
8.38%

6.57% 7.47%
5.55%

9.66% 9.66%

2025 2030 2035 2040 2045 2050

STRS Target Choices*
*The following reflects anualized performance since July 1, 2013, inception date for the 
Target Choice options.

• STRS Target Choice 2020: 7.03%
• STRS Target Choice 2025: 7.65%
• STRS Target Choice 2030: 8.22%
• STRS Target Choice 2035: 8.80%

• STRS Target Choice 2040: 9.26%
• STRS Target Choice 2045: 9.39%
• STRS Target Choice 2050: 9.39%

See Page 2 for additional performance information.

Performance
Target Choice options consist of blends 
of other STRS Ohio allocation choices 
representing domestic and international 
equities, fixed income and real estate 
investments. Performance and market 
drivers for these other choices can be 
found on the following pages:

• Bonds — see the STRS Bloomberg 
Barclays U.S. Universal Bond Index 
Choice on Pages 8–9.

• Domestic equities — The Domestic 
Equities component is the Russell 3000® 
Index Return. The Russell 3000® Index 
Return is comprised of approximately 
90% of the Russell 1000® Index Return 
and approximately 10% of the Russell 
2000® Index Return. The Russell 1000® 
Index characteristics are shown on 
Pages 12–13 and the Russell 2000® 
Index characteristics are shown on 
Pages 16–17.

• Real estate — see the STRS REIT Index 
Choice on Pages 18–19.

• International equities — see the STRS 
MSCI World ex USA Index Choice on 
Pages 20–21.
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Asset Management Fee Example:

Members who participate in the STRS Ohio Defined 
Contribution or Combined Plan are charged asset 
management fees annually. The following table provides 
an example of the annual fees you would incur on a 
hypothetical investment of $1,000 in each STRS Ohio 
allocation choice. The fees are taken from the net asset 
value of each choice each valuation day. For the purpose 
of this example, to calculate annual fees, the total fee 
is multiplied by the year-end account balance in that 
option.

The table assumes (a) continuation into future years of  
the applicable STRS Ohio fee; (b) a 5% annual return; and  
(c) disbursement at each time period shown. This 
example should not be considered a representation of 
past or future expenses. Actual expenses may be greater 
or lesser than shown, depending upon factors such as 
actual performance.

 1 Year 2 Years 5 Years 10 Years

STRS Money Market Choice $1 $3 $6 $13

STRS Bloomberg Barclays U.S.  
Universal Bond Index Choice $1 $2 $4 $9

STRS Large-Cap Core Choice $3 $10 $17 $40

STRS Russell 1000® Index Choice $1 $2 $3 $7

STRS Russell Midcap® Index Choice $1 $2 $4 $9

STRS Russell 2000® Index Choice  $1 $2 $4 $9

STRS REIT Index Choice $1 $3 $6 $13

STRS MSCI World ex USA  
Index Choice $1 $5 $8 $18

Target Choice Options $1 $3 $6 $13

Account Fee:

In addition to the fees listed above, a quarterly account 
fee of $10 is charged to each participant in a Defined 
Contribution or Combined Plan. The fee is taken 
proportionately from the member’s account balance on 
the first business day of the quarter.

Maintenance Fee for Inactive Accounts Less Than 
$5,000:

Members who have not contributed to the Defined 
Contribution Plan or the defined contribution portion of 
the Combined Plan for a period of 120 consecutive days 
are deemed inactive. Inactive members with account 
balances of less than $5,000 are assessed a $10 monthly 
fee taken proportionately from the balance of their 
account. If this fee is charged, the $10 quarterly account 
fee is waived.

Contributions:

The State Teachers Retirement System of Ohio (STRS 
Ohio) is a statewide pension plan for Ohio educators 
that operates by the authority of the Ohio General 
Assembly, and benefits are provided under Chapter 
3307 of the Ohio Revised Code. Employers submit 
member and employer contributions to STRS Ohio after 
each payroll. For members enrolled in the STRS Ohio 
Defined Contribution or Combined Plan, member and 
employer contributions are deposited in each member’s 
account according to plan design and invested 
according to the member’s current contribution 
allocation within five days of receipt.

Allocation Option Composition:

The top 10 holdings, asset allocation, major market 
sectors and geographical diversification included for 
some allocation options are presented to illustrate 
examples of the diversity of the available choices. The 
illustrations may not be representative of the choices’ 
current or future investments. The figures presented are 
as of date shown and may change at any time.

Value of Assets/Account Value:

The performance of the allocation choices made by 
members is used upon distribution to determine funds 
accumulated. Each allocation option is valued each 
valuation day. Each option is determined by unit values. 
The unit value reflects performance and expenses. The 
account value is based on the unit value, at the end of 
each valuation day and the number of accumulated 
units of each allocation option. STRS Ohio will use 
market quotations, amortized cost or “fair value” to 
determine the unit value of each allocation option. 
Investment return and principal value will fluctuate so 
that a member’s units, when redeemed, may be worth 
more or less than their original cost.

Internet Capabilities:

Nationwide Retirement Solutions (NRS) will maintain 
an Internet website accessible through www.strsoh.org 
for the benefit of STRS Ohio members participating in 
the STRS Ohio Defined Contribution Plan or the defined 
contribution portion of the Combined Plan. Services 
and information available to participants include access 
to account balance, current contribution allocation, 
allocation option information and education materials. 
Members will also be able to change future contribution 
allocations and perform exchanges among available 
allocation choices. Written confirmations will normally 
be mailed to members within two business days of 
conducting transactions. Members should verify the 
accuracy of Internet transactions immediately upon 
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STRS Ohio allocation choices are not publicly traded mutual funds. They are available only through participation in 
the STRS Ohio Defined Contribution and Combined Plans.
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receipt of the confirmation. While the website is typically 
available 24 hours a day, seven days a week for these 
services, NRS cannot guarantee availability. NRS is not 
responsible for any gain or loss attributable to these 
website services being unavailable. Members must 
accept the NRS Electronic Service Agreement in order to 
use the site.

Transfers and Allocation Changes Among 
Investment Options:

Members may conduct exchanges daily by phone or 
via the Internet unless exchange restrictions apply. 
Verbal instructions will be accepted upon verification of 
member identity and will be recorded to verify accuracy.

Exchange instructions completed by 4 p.m. Eastern 
Standard Time on a business day are posted to a 
member’s account at the closing price that day or, if the 
day of the exchange is not a business day, at the closing 
price on the next business day. 

Members may change their future contribution 
allocation and make exchanges among available 
allocation options without charge. 

Members are permitted 20 trade events each 
calendar year. A trade event is defined as any trade or 
combination of trades occurring on a given valuation 
day. NRS also provides these additional safeguards to 
protect STRS Ohio from illegal late-day trading and 
improper market-timing trading.

• If six or more trade events occur in one calendar 
quarter, NRS will notify the participant by U.S. mail 
that he or she has been identified as engaging in 
potentially harmful trading practices.

• Following this notification, if more than 11 trade 
events occur in two consecutive calendar quarters, 
NRS will require the participant to submit all future 
trade requests in paper form only via regular U.S. 
mail for the remainder of the calendar year.

• If 20 trade events occur in a calendar year, NRS will 
require the participant to submit all future trade 
requests in paper form via U.S. mail for the remainder 
of the calendar year.

Member Reporting:

Members in the Defined Contribution Plan and the 
Combined Plan will receive a quarterly statement of 
their account. Statements are mailed to members by 
the 20th business day of the month following the end 
of a quarter. Statements include beginning and ending 
balances, deposits, gains and losses, transactions, fees, 
contribution election and asset allocation information. 
Contributions posted to your account after the close of a 
quarter will not appear on that quarter’s statement.  

Each fall, members in the Combined Plan will also 
receive an Annual Statement of Account from STRS Ohio 
that includes their projected retirement, survivor benefit 
and disability benefit assuming the member meets or 
will meet the eligibility requirements for the defined 
benefit portion of the account. A record of service credit 
is also provided. Please review all quarterly statements 
carefully and inform NRS of any discrepancies within 120 
days of the close of the calendar quarter in which the 
discrepancy occurs. Failure to do so may result in the 
inability to adjust your account. 

Disbursements:

In accordance with state law, disbursements to members 
may be made only if the member has terminated STRS 
Ohio contributing service. Additionally, disbursements 
may be made only at the times and under the 
circumstances allowable by the Internal Revenue Code. 
The Defined Contribution and the Combined Plans do 
not allow loans or hardship withdrawals. 

Members may take payment from the Defined 
Contribution Plan or the defined contribution portion 
of the Combined Plan through a rollover, a lump-
sum withdrawal or a variety of annuities. Units will be 
redeemed from allocation choices on the business day 
after processing of the payment request is complete. 
Disbursements can be sent to the member or to the 
member’s financial institution. Members may request 
additional information or forms for disbursement by 
calling an STRS Ohio member service representative toll-
free at 888-227-7877 or going to www.strsoh.org.

Members who request disbursement should be aware 
that the unit values of their account will remain subject 
to changing market conditions pending the receipt and 
processing of the disbursement.

Members who receive distributions will receive 
applicable tax statements. Members should file this tax 
statement with their income tax return. Members should 
always consult their accountant, lawyer or tax adviser for 
individual guidance.

Inability to Conduct Business:

NRS is available to execute transactions 24 hours a 
day, seven days a week through its Internet website 
during normal working conditions. Although NRS has a 
comprehensive contingency plan for both power failures 
and phone service interruption, abnormal circumstances 
could occur due to events such as severe weather 
conditions, natural disasters or inevitable accidents 
such that NRS may not be able to execute investment 
transactions. During this time of emergency, NRS will 
strive to restore normal business functions in a timely 
manner.
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Economic sectors

Consumer Discretionary 
Includes industries likely to be most sensitive to 
economic cycles, including automotive, apparel, 
household durable goods, hotels, restaurants and 
consumer retailing.

 Consumer Staples 
This sector includes industries that are less sensitive 
to economic cycles, including food, beverage and 
tobacco manufacturers, producers of nondurable 
household goods, and food and drug retailing 
companies

Energy 
Contains companies involved in producing, 
marketing or refining gas and oil products.

 Financials —  Includes companies engaged 
in finance, banking, investment banking and 
brokerage, insurance, corporate lending and real 
estate.

Health Care 
Includes manufacturers of health care equipment 
and supplies, providers of health care services and 
producers of pharmaceuticals.

Industrials 
This sector includes companies involved in 
construction, engineering and building, aerospace 
and defense, industrial equipment and machinery, 
and transportation services and infrastructure.

 Information Technology 
Contains companies primarily involved in 
technology software and services, hardware and 
equipment, and manufacturers of semiconductors.

Materials 
Includes companies that manufacture chemicals; 
construction materials; glass; paper products; and 
metals, minerals and mining companies

 Telecommunications Services 
Contains companies involved in communication 
services, including wireless, cellular and high-
bandwidth networks.

Utilities 
 Includes gas, water and electric utilities, as well as 
companies that operate as independent producers 
or distributors of power.

benchmark  
A standard, usually an unmanaged index, used 
for comparative purposes in assessing a fund’s 
performance.

Bloomberg Barclays U.S. Universal Bond Index  
The Bloomberg Barclays U.S. Universal Bond Index 
measures publicly issued U.S. dollar-denominated, fixed-
rate taxable bonds on a total return basis. It consists 
of approximately 14,000 different issues and includes 
fixed-income securities that are rated either investment 
grade or below investment grade. Municipal debt, 
private placements and nondollar issues are excluded 
from the index.

bond 
A debt instrument issued by a company, city or state, 
or the U.S. government or its agencies, with a promise 
to pay regular interest and return the principal on a 
specified date. 

bond credit rating 
Independent evaluation of a bond’s credit-worthiness. 
This measurement is usually calculated through an 
index compiled by companies such as Standard & Poor’s 
(S&P) or Moody’s. Bonds with a credit rating of BBB or 
higher by S&P or Baa or higher by Moody’s are generally 
considered investment grade.

book/price ratio 
The current book value of a stock divided by its current 
market price.

book value 
The net worth or liquidating value of a business. This is 
calculated by subtracting all liabilities, including debt 
and preferred stocks, from total assets.

bottom-up approach 
The search for outstanding performance of individual 
stocks before considering the impact of economic 
trends. Such companies may be identified from research 
reports, stock screens or personal knowledge of the 
products and services.

business day/valuation day 
A day when market exchanges are open for business.

capital appreciation 
The increase in the share price and value of an 
investment.

diversification 
The strategy of investing in a wide range of companies, 
industries or investment products to reduce the risk if an 
individual company or sector suffers losses. 

dividend yield 
The current or estimated annual dividend divided by the 
market price per share of a security.
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float 
The number of shares of a corporation that are 
outstanding and available for trading by the public. A 
small float means the stock will be volatile, since a large 
order to buy or sell shares can influence the stock’s price 
dramatically. A larger float means the stock will be less 
volatile.

index choice 
An investment choice designed to closely match 
performance and composition of a particular market 
benchmark, such as the Russell 1000 Index.

interest rate 
The rate of interest charged for the use of money, 
usually expressed as an annual rate.

liquidity 
The ability to easily turn assets into cash. An investor 
should be able to sell a liquid asset quickly with little 
effect on the price. Liquidity is a central objective of 
money market funds.

market capitalization (large-cap, mid-cap,  
small-cap)  
The market price of a company’s shares multiplied by 
the number of shares outstanding. Large capitalization 
(large-cap) companies generally have more than $5 
billion in market capitalization; mid-cap companies 
between $1.5 billion and $5 billion; and small-cap 
companies less than $1.5 billion. These capitalization 
figures may vary depending upon the index being used 
and/or the guidelines used by the portfolio manager.

market value 
The price at which a security is trading and could 
presumably be purchased or sold. This also refers to 
what investors believe a firm is worth, calculated by 
multiplying the number of shares outstanding by the 
current market price of a firm’s shares.

market value-mean 
The market value of a group of securities computed by 
calculating the arithmetic average of a sample.

market value-weighted 
The market value of a group of securities computed 
by calculating a weighted average of the returns on 
each security in the group, where the weights are 
proportional to outstanding market value.

maturity 
The final date on which the payment of a debt 
instrument (e.g., bonds, notes, repurchase agreements) 
becomes due and payable. Short-term bonds generally 
have maturities of up to five years, intermediate-term 
bonds between five and 15 years, and long-term bonds 
more than 15 years. 

MSCI World ex USA Index 
The MSCI (Morgan Stanley Capital International) 
World ex USA Index is a free float-adjusted market 
capitalization index of approximately 1,000 foreign 
companies that is designed to measure developed 
market equity performance, excluding the United 
States.

net asset value (NAV) 
The market value of one unit of an investment option 
on any given day. It is determined by dividing an 
investment option’s total net assets by the number of 
units outstanding.

price/book ratio 
The current market price of a stock divided by its book 
value or net asset value.

price/earnings ratio (P/E) 
The current market price of a stock divided by its 
earnings per share. Also known as the “multiple,” the 
price-to-earnings ratio gives investors an idea of how 
much they are paying for a company’s earning power 
and is a useful tool for evaluating the costs of different 
securities.

price/sales ratio 
The current market price of a stock divided by total 
sales.

Risk

country risk 
The possibility that world events, such as political 
instability, financial troubles or natural disasters, 
will adversely affect the value of securities issued by 
companies in foreign countries.

credit risk 
A loss in value due to a bond issuer’s failure to make 
timely interest and principal payments or adverse 
perception of the issuer’s ability to make such 
payment.

currency risk 
The possibility an investment’s value will change 
due to changes in currency exchange rates.

income risk 
The possibility income will decline because of 
falling interest rates.

industry concentration risk 
Investments concentrated heavily in specific 
industries could trail the overall market.

interest rate risk 
The risk that values will fall with changes in interest 
rates.
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 investment style risk 
The chance that returns from a designated 
investment style will trail returns from the overall 
stock market.

manager risk 
The possibility that poor security selection 
will cause underperformance relative to the 
benchmark.

purchasing power risk 
The possibility principal and interest won’t be 
worth as much in the future because of erosion in 
value due to inflation.

stock market risk 
The possibility that stocks will experience losses 
due to factors that affect the overall performance of 
the financial markets.

risk tolerance 
How sensitive you are to market losses.

Russell Indexes 
These indexes are used as standards for measuring 
U.S. stock market performance. An example would 
be the Russell 3000®, which is the most widely used 
broad market index for U.S. institutional investors. It is 
comprised of the largest 3,000 U.S. stocks, representing 
98% of investable U.S. equity.

stock 
An ownership share in a corporation. Each share of 
stock is a proportional stake in the corporation’s assets 
and profits, and purchasing a stock should be thought 
of as owning a proportional share of the successes and 
failures of that business.

top-down approach 
The method in which an investor first looks at trends in 
the general economy, selects attractive industries and 
then companies in those industries that should benefit 
from those trends.

tracking error 
A portfolio volatility measurement that compares the 
variation (measured by the standard deviation) of the 
difference between the performance of the benchmark 
and a particular fund.

Treasury securities 
Negotiable debt obligations of the U.S. government, 
secured by its full faith and credit. The income from 
Treasury securities is exempt from state and local income 
taxes, but not from federal income taxes. There are three 
types of Treasuries: bills (maturity of three–12 months), 
notes (maturity of one–10 years) and bonds (maturity of 
10–30 years).

volatility 
The general variability of a portfolio’s value resulting 
from price fluctuations of its investments. In most cases, 
the more diversified a portfolio is, the less volatile it will 
be.

yield 
The annual rate of return on an investment, as paid in 
dividends or interest. It is expressed as a percentage 
obtained by dividing the market price for a stock or 
bond into the dividend or interest paid in the preceding 
12 months.
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