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FEDERAL RETIREMENT THRIFT INVESTMENT BOARD 
1250 H Stmet, NW Washington, DC 20005 

A p r i l  5 ,  2 0 0 7  

MEMORANDUM FOR BOARD MEMBERS SAUL, FINK, WHITING, 
SANCHEZ, AND DUFFY 

FROM : GREGORY T. LONG 
EXECUTIVE DIRECT0 

SUBJECT: March 2007 P e r f o r m a n c e  Review - G,  
F, C ,  S, I ,  a n d  L Funds 

INTRODUCTION 

T h i s  r e p o r t  r e v i e w s  key a s p e c t s  o f  t h e  i n v e s t m e n t  
p e r f o r m a n c e  of t h e  G ,  F, C ,  S,  I, a n d  L Funds 
t h r o u g h  March 2 0 0 7 :  i n v e s t m e n t  manager  p e r f o r m a n c e  
a n d  t r a c k i n g  e r r o r ,  t r a d i n g  costs, TSP Fund 
p e r f o r m a n c e ,  a n d  L Fund p a r t i c i p a t i o n .  
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The B a r c l a y s  Extended Equity Market Fund E o u t p e r f o r m e d  b y  
5 b a s i s  p o i n t s  i n  March. Year  t o  d a t e  t r a c k i n g  e r r o r  i s  -9 
b a s i s  p o i n t s .  T h e  t r a c k i n g  e r r o r  i s  p r i m a r i l y  r e l a t e d  t o  
t h e  s a m p l i n g  t e c h n i q u e  u s e d  b y  t h e  F U ? ~ .  



TRADING COSTS 

Trading costs in the I Fund remain volatile. Australasian 
markets close before BGI receives our order for the day, 
and the trades are executed the following morning. In times 
of greater volatility, such as last month, this execution 
lag can result in large negative or positive trading costs. 
Over $800 million was liquidated in a single day in March. 
Although the overseas markets had been down on the day the 
participants placed their orders, they were sharply higher 
the day the trade was madelresulting in a credit of over $8 
million to the I Fund. 

TRADING COSTS 
DOLLAR AMOUNT TRADED $ Basis Points 

F Fund 
March 2007 $795,498,825 $141,628 1.8 
Year-to-Date 1,244,820,267 161,508 1.3 

C Fund 
March 2007 
Year-to-Date 

S Fund 
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PERFORMANCE OF T S P  FUNDS 

The c h a r t  b e l o w  shows t h e  G I  F, C, S ,  a n d  I Fund n e t  r a t e s  
o f  r e t u r n  f o r  March 2 0 0 7  a n d  t h e  y e a r - t o - d a t e .  
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The t a b l e  b e l o w  c o m p a r e s  t h e  n e t  r a t e s  o f  r e t u r n  f o r  t h e  F, 
C, S ,  a n d  I Funds  t o  t h e  r e t u r n s  o f  t h e  c o r r e s p o n d i n g  
B a r c l a y s  f u n d s  a n d  t h e  benchmark  i n d i c e s .  
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The TSP Funds  c l o s e l y  t r a c k e d  t h e  B a r c l a y s  Funds  f o r  t h e  
month  a n d  y e a r - t o - d a t e .  



The g r o s s  G Fund r e t u r n  was .428 i n  March. The March 2007 
nomina l  s t a t u t o r y  G Fund i n t e r e s t  r a t e  ( e x p r e s s e d  on a  p e r -  
annum b a s i s )  was 4 . 6 2 5 % .  The s p r e a d  between t h e  y i e l d s  on 
3 month T r e a s u r y  B i l l s  a n d  t h e  G Fund widened  t o  45 b a s i s  
p o i n t s .  The G Fund r a t e  f o r  A p r i l  i n c r e a s e d  t o  4 .758.  

G Fund Rate vs. 3 Month T-Bill 



L FUNDS 

The n e t  r a t e s  of  r e t u r n  f o r  t h e  L Funds a r e  shown below 
a l o n g  w i t h  comparable  r e t u r n s  f o r  t h e  GI  F, C,  S ,  and I 
Funds. The b u l k  o f  o u r  p a r t i c i p a n t s '  funds  a r e  h e l d  i n  t h e  
G and C Funds. ~ n n u a l i z e d ,  s i n c e  i n c e p t i o n ,  a l l  o f  t h e  L 
Funds have  ou tpe r fo rmed  t h e  G and  F Funds.  The Income Fund 
h a s  ou tpe r fo rmed  the G Fund by 197 basis p o i n t s  on an 
a n n u a l  basis. 
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THRIFT SAVINGS PLAN MONTHLY INVESTMENT ACTIVITY 

Attachment 1 provides a summary of TSP investment activity 
and participation rates. 

138 of monthly TSP contributions are invested in the L 
Funds. (p.9) 
After liquidating $1.5 billion of the I Fund in the 
first 4 days of March, participants transferred $1.2 
billion into the fund for a net monthly liquidation of 
$353 million. (p.9) 
An all time high of 268,000 interfund transfers was 
processed in March. (p.9) 
The total balance in L Funds rose to almost $19 
billion. (p. 11) 

PROXY VOTING 

An audit of Barclays' proxy votes voting conducted by 
Institutional Shareholder Services (ISS) found no exceptions 
to Barclays' established guidelines during the fourth quarter 
of 2006. A copy of the audit report is provided as Attachment 
2. ISS's audit report for the first quarter of 2007 is not 
yet available. There were no changes to Barclays' proxy voting 
policy in the third quarter. 



RECOMMENDATION 

The G Fund investments produce long-term yields while 
incurring no market risk. I reconmaend reaffirmation of the 
current G Fund policy of investing solely in short-term 
maturities. 

The Barclays U.S. Debt Index Fund El Equity Index Fund El 
Extended Market Index Fund El and EAFE Equity Index Fund E 
have tracked their respective indices and have incurred low 
trading costs. Based on the performance of these funds, 
and the F, C, S, and I Funds' performance discussed above, 
I recommend reaffirmation of the current F, C, S, and I 
Fund investment policies. 

Attachments 



Attachment 1 

THRIFT SAVINGS PLAN MONTHLY INVESTMENT ACTIVITY 
Allocation of Account Balances 

Page 8 



THRIFT SAVINGS PLAN MONTHLY INVESTMENT ACTIVITY 
Contributions and Interfund Transfers 

Page 9 



THRIFT SAVINGS PLAN MONTHLY INVESTMENT ACTIVITY 
L Fund Participation Rates and Balance Distribution 

Page 10 
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'.r MISS Attachment 2 

I N S T I T U T I O N A L  S l H A R E M O l  D C R  S C R V I C E L )  

January 11,2007 

Mr. Chad Spitler 
Principal 1 Associate Director 
Corporate Governance & Proxy 
Barclays Global lnvestors 
45 Fremont Street 
San Francisco, CA 94105 

Dear Chad. 

Enclosed are the results of our review of proxy votes by Barclays Global Investors for the 4th quarter of 
2006. Our review found that there were no exceptions to policy over this period. 

Best reaards. 

cc: Kathy Hagerman, Stephanie Bounds, Adrian Kosinda 

2099 Gaither Rd. Suite 501 Rockville. hlD 208504045 - Phonc 301-5%-05W Fax 301 -556-0491 www.isprnxy.wm 



v HISS 
I F I S T I T U T I O N A L  S H A R E H O L D E R  S E R V I C E S  

The results of our audit of BGI's 4Ih quarter proxy voting were as follows: 

Votes at 63 meetings were examined. 

Votes at 27 of the 63 meetings were for directors andlor auditors 
only (compliance votes). 

At the remaining 36 meetings, there were 53 non-routine proposals. The 
following table illustrates the votes involved by proposal type: 

-- 
Total; 

13 

2099 (ieithrw Kd. * Suite 50 1 - Rockv~lle. MD 2 0 8 5 m S  Pb11c 30 \-55+0500 Fw 301 -556-(Mq 1 wwww.isllproxy.com 



Therc wcre 12 votcs cast on csccutive stock option plans: 

a) 8 were voted in favor of plans (66.7 pcrccnt) 
b)  4 were voted against approval of plan (33.3 perccnt) 

All plans were voted agalnst due to reprlclng w~tl iou~ s~iareholder approval 
(1 00 percent) 

There \\{ere 2 votcs cast on non-crnployce stock option plans; votes were 
cast in favor of the plans. 

Therc were 2 votes cast on proposals to increase authorized common 
stock: 

Votes were cast in favor of thc increases in cornrnon stack (1 00 percent) 

There werc 2 votcs cast on sharcholdcr proposals which included: 

a) 1 shareholder proposal to adopt majority vote for election of directors; 
vote was cast in favor of proposal. 

b) 1 shareholder proposal to approve report of the compensation 
committee; vote was cast against the proposal. 

There were no exceptions to policy this period. 
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