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FY2023 Q3 Investment Reports 
 
BACKGROUND 
 
The Oregon State University (university) investment reports for the third quarter (Q3, January 1 
– March 31, 2023) of fiscal year (FY) 2023 are presented in the following four sections: 
 

• FY2023 Q3 Public University Fund Investment Report – This section includes a 
report on the investments of the Public University Fund (PUF) for the third quarter of 
FY2023. The PUF is an investment pool that is administered by the university on behalf 
of all Oregon public university participants, pursuant to legislation adopted by the 2014 
Legislature. The PUF holds assets of the following participating:  Eastern Oregon 
University, Oregon Institute of Technology, Oregon State University, Portland State 
University, Southern Oregon University, and Western Oregon University. The Public 
Universities Risk Management & Insurance Trust (PURMIT) became a participant in the 
PUF on March 1, 2023. 

 
• FY2023 Q3 Oregon State University Investment Report – This section includes a 

report on the investments of the operating and endowment assets of the university. This 
report reflects the university’s operating assets and general revenue bond proceeds 
invested with multiple managers, board-designated assets, the university’s endowment 
and quasi-endowment investments managed by the Oregon State University 
Foundation, the land held as separately invested endowments, and the land grant 
endowment that is invested in the PUF. 

 
• FY2023 Q3 Oregon State University Report on Investments of General Revenue 

Bond Proceeds – This section provides a summary of revenue bond proceeds as of 
March 31, 2023. 

 
• FY2023 Q3 Market Background – This section provides a general discussion of the 

investment markets and related performance information during the third quarter of 
FY2023. 

 
FY2023 Q3 PUBLIC UNIVERSITY FUND INVESTMENT REPORT 
 
Performance 
 
The PUF increased 1.9% for the quarter and 1.4% fiscal year-to-date. The PUF’s three-year and 
five-year average returns were 0.4% and 1.9%, respectively.  
 
The Oregon Short-Term Fund returned 0.9% for the quarter, underperforming its benchmark by 
20 basis points. The Core Bond Fund increased 2.7% for the quarter, outperforming its 
benchmark by 40 basis points. The PUF investment yield was 1.0% for the quarter and 2.4% 
fiscal year-to-date. 
 
The Oregon State Treasury investment officers maintain a conservative positioning in the Core 
Bond Fund given the investment team’s view of a looming recession in the U.S. The portfolio’s 
allocation to corporate credit remains underweight compared to its benchmark (27.7% versus 
30.5%). The investment team continues to seek opportunities to extend duration (average 
portfolio maturity) ahead of any significant risk-off events.  
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Public University Fund Performance 
 

  

Quarter 
Ended  

03-31-23 

Current 
Fiscal 
YTD 

Prior 
Fiscal 
YTD 

3-Year 
Avg. 

5-Year 
Avg. 

Market 
Value  

Asset 
Allocation Policy  

Oregon Short–
Term Fund 0.9% 1.9% 0.5% 1.2% 1.7% 

 
$216,004,702 

 
35.8% 

$130 
million 

minimum¹ 
Benchmark - 
91-day T-Bill 1.1% 2.4% 0.1% 0.9% 1.4%    

PUF Core 
Bond Fund 2.7% 1.3% -4.5% -0.4% 1.9% $387,467,216 64.2%  

Benchmark ² 2.3% 0.7% -5.0% -1.5% 1.4%    

PUF Total 
Return 1.9% 1.4% -1.7% 0.4% 1.9% $603,471,918  100.0%  

PUF Investment 
Yield 1.0% 2.4% 0.9% 2.2% 2.4%    

 
¹ The PUF policy guidelines define investment allocation targets based upon total participant dollars committed. Core balances in 
excess of liquidity requirements for the participants are available for investment in the Core Bond Fund. Maximum core investment 
allocations are determined based upon anticipated average cash balances for all participants during the fiscal year. 
 
² Benchmark is 100% Bloomberg Barclay’s Intermediate U.S. Gov’t/Credit Index as of February 1, 2021. From April 1, 2017 to 
January 31, 2021, the benchmark was 75% Bloomberg Barclay’s Aggregate 3-5 Years Index, 25% Bloomberg Barclay’s Aggregate 
5-7 Years Index.  
 
A description of each investment pool’s portfolio characteristics and market exposures is 
included in Attachment 1 of this report. 
 
Investment Income and Participant Ownership 
 
During the quarter, investment earnings distributed to the participants totaled $6,268,946. 
 

 Earnings 
Distribution ¹ 

Market Value as of 
03/31/2023  

% 
Ownership 

Portland State University  $2,607,029 $ 272,318,933 45.1% 

Oregon State University ² 2,226,728 184,945,895 30.6% 

Western Oregon University 430,763  44,337,060 7.4% 

Oregon Institute of Technology 460,973  41,157,973  6.8% 

Eastern Oregon University 325,488  31,370,679 5.2% 

Southern Oregon University 217,965 16,649,236 2.8% 

PURMIT3 - 12,692,142 2.1% 

Grand Total $6,268,946  $ 603,471,918  100.0% 

¹The earnings available for distribution to participants were earned during the months of December 2022 through February 2023 and 
distributed to participants in March 2023. Earnings are distributed to participants based upon average cash and investment balances 
on deposit during the same period, which differs from the total market value at the end of the quarter.² 

As of March 31, 2023, Oregon State University’s total PUF market value consisted of operating assets, valued at $184,630,316, and 
the land grant endowment, valued at $315,579 
3PURMIT became a participant of the PUF on March 1st and was not eligible for any earnings from the Q3 earnings distribution. 
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FY2023 Q3 OREGON STATE UNIVERSITY INVESTMENT REPORT  
 
The schedule of Oregon State University’s investments is shown in the following investment 
summary. 

Public University Fund Performance 
 
The majority of Oregon State University’s operating assets and the land grant endowment are 
invested in the Public University Fund. The report on the investment performance of the PUF, 
provided in the separate section above, shows the PUF increased by 1.9% for the third fiscal 
quarter ended March 31, 2023. 
 
OSU Bond Proceeds Performance 
 
The report on the investment performance of the unspent bond proceeds, provided in the 
Investment Summary table below, shows the funds invested in the Oregon Short-Term Fund 
gained 0.9%. The liquidity and short-duration portfolios, managed by RBC Global Asset 
Management, recorded returns of 1.3% and 1.7%, respectively. The total market value of the 
unspent bond proceeds as of March 31, 2023, was $265,733,070 including $23,792,861 on 
deposit in university operating bank accounts. 
 
OSU Board Designated Assets Performance 
 
The Board Designated assets are invested in equities, with a long-term capital appreciation 
objective. The Bond Repayment Investment portfolio increased 8.5% for the quarter and 11.0% 
fiscal year-to-date. The Long-Term Equity portfolio increased 8.5% for the quarter and 15.1% 
fiscal year-to-date. As of March 31, 2023, the total market value of the Bond Repayment 
Investment and Long-Term Equity portfolios were $40,493,542 and $12,895,797, respectively.  
 
The combined market value of the Board Designated assets, as of March 31, 2023, was 
$53,389,339, increasing 8.5% for the quarter.  
 
OSU Endowment Assets Performance  
 
The OSU Endowment Assets, including those managed by the OSU Foundation, increased 
3.5% for the quarter and 4.8% fiscal year-to-date. The three-year and five-year average returns 
were 14.0% and 8.5%, respectively. The total market value of the OSU endowment assets as of 
March 31, 2023, was $65,492,029. 
 
The OSU Foundation, pursuant to an investment management contract, manages the majority 
of the university’s endowment assets. The OSU Foundation’s Endowment Pool increased 4.2% 
for the quarter and 5.9% fiscal year-to-date. The endowment investment pool underperformed 
its benchmark by 220 basis points during the quarter and 200 basis points fiscal year-to-date. 
The endowment assets recorded a 13.9% average return for the three-year time period and 
7.6% for the five-year time period, outperforming the benchmarks in both those time periods. 
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FY2023 Q3 OREGON STATE UNIVERSITY REPORT ON UNSPENT GENERAL REVENUE 
BOND PROCEEDS 
 
The schedule of Oregon State University’s unspent revenue bond proceeds as of March 31, 
2023, is shown in the summary below. 

Unspent Revenue Bond Proceeds¹  
 

Issuance Year  2016 2017  2019 
 

2020 Total 1 

Unspent Revenue Bond 
Proceeds 

$     39,354 $ 55,255,952   $ 36,787,029  $ 174,216,524 $ 266,298,859 

Allocated 2 $               - $ 55,255,952   $ 29,673,405 $   47,916,524 $ 132,845,881 

Unallocated 3 $   39,354 4   $            -   $   7,113,624 4 $ 126,300,000 $ 133,452,978 

1 Reported value is based on book value and includes $23,792,861 of allocated proceeds held in the operations bank 
account. 

The market value of the unspent bond proceeds is comprised of the following data elements:   
Book Value ($266,298,859) - Unrealized Losses ($632,422) + Earnings Receivable ($66,633) = $265,733,070. The 
difference between the computed market value and the reported market value from the Investment Summary is 
attributable to the allocated proceeds held in the operating account ($23,792,861).  
2 Allocated proceeds are proceeds committed to specific projects that have Stage Gate 2 approval by the Board. 
3 Unallocated proceeds are funds available to commit to projects and/or initiatives approved by the Board. 
4 Unallocated amount reflects actual proceeds use below Board approval for closed projects. 
 
FY2023 Q3 MARKET COMMENTARY  
(Prepared by Meketa Investment Group, consultants to the Oregon Investment Council) 
 
Report on Investments – as of March 31, 2023 
Economic and Market Update 
 
It was a volatile quarter for most asset classes driven by evolving monetary policy expectations 
and high-profile bank failures. Ultimately, investors remained focused on slowing inflation and 
potentially peaking rate hikes leading to positive results across most asset classes for the 
quarter. 

• The Federal Reserve’s, and others, quick responses to pressures in the banking sector 
brought confidence back to the markets in March with the crisis driving the terminal 
policy rate expectations lower. 

• U.S. equity markets (Russell 3000) rallied in March (+2.7%) finishing the first calendar 
quarter in strongly positive territory (+7.2%). Growth significantly outperformed value for 
the quarter, driven by the technology sector. 

• Non-U.S. developed equity markets ((Morgan Stanley Capital International (MSCI) 
Europe, Australasia, and Far East (EAFE) +2.5%) also posted positive returns in March. 
They returned 8.5% for the calendar quarter, finishing ahead of U.S. equities. 

• Emerging market equities had positive returns for the month (+3.0%) supported by 
Chinese equities (+4.5%) and a weaker U.S. dollar. They trailed developed market 
equities for the calendar quarter partly due to higher U.S.-China tensions. 
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• On expectations for lower inflation and concerns over the banking sector, bonds rallied 
in March, with the broad U.S. bond market (Bloomberg Aggregate) rising 2.5%. For the 
calendar quarter, the broad U.S. bond market was up 3.0%. 
 

Despite volatility during the quarter, public markets, except commodities, finished the first 
calendar quarter of 2023 in positive territory adding to the strong gains from the fourth calendar 
quarter of last year. 

Market Returns1 
March 31, 2023 

 
1Source:  Oregon State Treasury 
 
This year, the path of inflation and monetary policy, slowing global growth, and the war in 
Ukraine, as well as recent pressures in small and medium-sized regional banks in the U.S., will 
all be key. 
 
U.S. Equities: The Russell 3000 Index rose 2.7% in March and 7.2% in Q1 calendar year 2023. 
U.S. stocks rose in aggregate for the month and quarter as investors were optimistic that the 
Federal Reserve may end its policy tightening earlier than expected. However, turmoil in the 
regional banking industry weighed on segments of the market. The small cap and value indices 
were more exposed to the banking turmoil and underperformed their broad market indices by 
significant margins. Large cap stocks were driven higher by the continued strength of the 
technology and communication services sectors. This same dynamic contributed to the 
continued outperformance of growth stocks against their value counterparts across the 
capitalization spectrum. 
 
International Equities: Developed international equities (MSCI EAFE) rose 2.5% in March and 
8.5% for the quarter. Emerging market equities (MSCI Emerging Markets (EM) rose 3.0% for 
the month and 4.0% in the first calendar quarter. Non-U.S. equities also recovered in March with 
developed markets (MSCI EAFE) outpacing U.S. equities (8.5% versus 7.2%) for the calendar 
quarter and emerging markets (MSCI EM) trailing (4.0% versus 7.2%). Developed market 
equities also benefited from expectations that monetary policy may be peaking on declining 
inflation. The continued weakness in the U.S. dollar also added to the quarterly results (+1%) for 
U.S. investors. Emerging market equities started the calendar year with optimism over the 
reopening of China’s economy, but the escalation of U.S.-China tensions and the broader 
banking crisis led to weaker relative results compared to developed markets. 
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Fixed Income: The Bloomberg U.S. Aggregate Index rose 2.5% in March and 3.0% for the 
quarter. The broad Treasury Inflation-Protected Securities (TIPS) index outperformed the broad 
U.S. bond market (Bloomberg Aggregate) in March and for the quarter. High yield bonds had 
the weakest results in March driven by banking sector weakness but outperformed the broad 
U.S. bond market for the quarter. 

             
                       1 Source: Bloomberg. Data is as of March 31, 2023. 
 

Global Economic Outlook 
 
Global economies are expected to slow in calendar year 2023 compared to calendar year 2022, 
with risks of recession increasing given persistently high inflation and related tighter monetary 
policy. The delicate balancing act of central banks trying to reduce inflation without dramatically 
impacting growth will remain key. 

 
                              1 Source: Oxford Economics (World GDP, US$ prices & PPP exchange rate, real, % change YoY. Updated  
                  March 2023.  
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In calendar year 2022, many central banks aggressively reduced pandemic-era policy support in 
the face of high inflation with the U.S. taking the most aggressive approach. Slowing inflation 
and recent signs of instability in the banking sector have led to expectations for the slowing of 
policy tightening going forward. In March, the Fed, FDIC, and Treasury provided deposit 
guarantees after high profile bank failures revealed bank capital losses on U.S. Treasuries 
related to higher interest rates and lax risk management. China’s central bank is one notable 
exception. They are expected to maintain an accommodative monetary stance to support the 
economy. They cut bank reserves requirements to improve bank liquidity and banks have also 
securitized over $390 billion in non-performing loans to improve loan quality ratios. Looking 
ahead the risk remains for a policy error as central banks attempt to balance bringing down 
inflation, maintaining financial stability, and growth. 
 

 
                   1 Source: Bloomberg. Data is as of March 31, 2023. The most recent data for Japan and China is as of February 2023. 
 
Inflation increased dramatically from the lows of the pandemic, particularly in the U.S. and 
Eurozone where it reached levels not seen in many decades. Inflation pressures are slowly 
declining in the U.S. as supply issues ease, but they remain elevated, while in Europe they have 
also started to fall as energy prices have eased. Lingering supply issues related to the 
pandemic, record monetary and fiscal stimulus, strict COVID-19 restrictions in China, and higher 
commodity prices driven by the war in Ukraine have been key global drivers of inflation. 
 
Labor markets have significantly improved from the pandemic as economies have largely 
reopened. Despite slowing growth and high inflation, the U.S. labor market remains a particular 
bright spot. Unemployment in the U.S., which experienced the steepest rise, recently has 
returned to pre-pandemic levels. Broader measures of unemployment (U-6) remain higher at 
6.7% but have also declined dramatically from their peak. The strong labor market and higher 
wages, although beneficial for workers, motivates the Fed’s efforts to fight inflation, likely 
leading to higher unemployment. 
 
The dollar finished calendar 2022 much higher than it started, due to the increased pace of 
policy tightening, stronger relative growth, and safe-haven flows. Late last calendar year and 
into early this calendar year, the dollar experienced some weakness though as investors 
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anticipated the end of Fed tightening. Overall, the U.S. dollar depreciated in March and finished 
the quarter slightly lower than where it started as weaker economic data and bank turmoil drove 
interest rates lower in the U.S. This year, the track of inflation across economies and the 
corresponding monetary policies will likely be key drivers of currency moves. 
 
Summary - Key Trends 

• The impacts of record high inflation will remain key, with market volatility likely to stay 
high. 

• Recent issues related to the banking sector have created a delicate balance for central 
banks to continue to fight inflation but also try to maintain financial stability. Growth will 
continue to slow globally during calendar year 2023, with many economies likely falling 
into recessions. Inflation, monetary policy, and the war will all be key. 

• Global monetary policies could diverge in the calendar year 2023 with the Fed pausing 
and others continuing to tighten. The risk of policy errors remains elevated given 
persistent inflation pressures and a strong U.S. labor market. 

• Growth is expected to slow globally this year, with many economies forecast to tip into 
recession. Inflation, monetary policy, and the war will all be key. 

• In the U.S., the end of many fiscal programs is expected to put the burden of continued 
growth on consumers. Costs for shelter, medical care, and education could continue to 
rise, keeping ‘sticky price’ inflation at elevated levels. 

• The key for U.S. equities going forward will be whether earnings can remain resilient if 
growth continues to slow. 

• Outside the U.S., equity valuations remain lower in both emerging and developed 
markets, but risks remain, including potential continued strength in the U.S. dollar, higher 
inflation particularly weighing on Europe, and China’s rushed exit from COVID-19 
restrictions and on-going weakness in the real estate sector. 
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Oregon Short Term Fund                                            March 31, 2023  
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Core Bond Fund                                 March 31, 2023 
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