QUARTERLY REPORT

December 31, 2019

Shown below is the quarterly report on the status of the Montgomery County Consolidated Retiree Health
Benefits Trust (“CRHBT”) for the quarter ending December 31, 2019. This quarterly report is designed to
assist you in understanding the current status of the CRHBT.

History

The Consolidated Retiree Health Benefits Trust was established in 2008 as a Section 115 Trust to provide
funding for retiree health benefits for retirees and their dependents of Montgomery County and other
agencies or political subdivisions who elect to participate.

Participating Agencies and Other Trust Participants

Participating agencies include Montgomery County Government, Revenue Authority, SkyPoint Federal
Credit Union, Department of Assessment & Tax, Strathmore Hall Foundation, Housing and Opportunity
Commission, Washington Suburban Transit Commission, and Village of Friendship Heights. Beginning in
June 2012, funding for retiree health benefits for Montgomery County Public Schools (“MCPS”) and
Montgomery College were also contributed to the CRHBT.

Board of Trustees

The Board of Trustees consists of 19 members: The Montgomery County Directors of Management and
Budget, Finance, and Human Resources; the Council Executive Director; a Police Bargaining Unit
Representative; a Fire & Rescue Bargaining Unit Representative; an Office, Professional, and Technical
(OPT) and Service, Labor and Trades (SLT) Bargaining Unit Representative; a Non-Bargaining Unit
Representative; a Retired Employees Representative; two persons recommended by the Council who are
knowledgeable in pensions, investments, or financial matters; two individuals knowledgeable in pensions,
investments, or financial matters appointed by the County Executive; three members nominated by the
Montgomery County Board of Education including a designee of the Superintendent, a Bargaining Unit
Representative and retiree of MCPS; and 3 members nominated by the Board of Trustees of Montgomery
College including a designee of the President, a Bargaining Unit Representative, and a retiree of
Montgomery College.

Performance Results

The total return for the quarter was a gain of 4.04%, 19 basis points (bps) ahead of the 3.85% gain recorded
by the policy benchmark. For the one year ending December 31, 2019, the gain of 20.02% was 12 bps
behind the 20.14% gain recorded by the policy benchmark. The one-year gross return places the CRHBT's
performance in the 28" percentile of the universe of comparable funds constructed by Wilshire Associates.
Our three-year performance of 10.92 and five-year performance of 7.58% ranks in the top decile and top
quartile of the universe, respectively.

The total market value of trust assets at December 31, 2019 was $1,145.2 million. The CRHBT’s asset
allocation was: Domestic Equities 16.8%, International Equities 16.7%, Global Equities 3.9%, Fixed Income
23.4%, Inflation Linked Bonds 11.7%, Public Real Assets 8.0%, Private Real Assets 3.9%, Private Equity
9.1%, Private Debt 1.5%, Opportunistic 3.8%, and 1.2% Cash.

Major Initiatives/Changes

During the quarter, the following commitments were made: Private Equity - $1 million to Crest Rock Fund
I, $3 million to Clearlake Capital Partners VI, and $1 million to Graycliff Private Equity Partners IV; Private
Debt - $1 million to Banner Ridge Secondary Fund Ill; Private Real Assets - $1 million to Phoenician
Resources Fund Ill and $1 million to Tailwater Energy Fund IV. A futures overlay manager, NISA, was
hired during the quarter.
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Capital Markets and Economic Conditions

Economic data reflected that GDP increased at an annualized rate of 2.1% in the fourth quarter of 2020,
matching consensus expectations and the growth rate from the third quarter. GDP for the 2019 calendar
year advanced 2.3%, its slowest pace in three years. Consumer spending, which accounts for over two
thirds of the U.S. economy, advanced 1.8%, while government consumption expenditures and gross
investment increased by 2.7%. Net exports positively contributed to GDP amid the U.S. and China tariff
war, reflecting a 1.4% rise in exports and 8.7% drop in imports. The largest detractor to growth during the
quarter was a 6.1% decrease in gross private domestic investment, driven by non-residential investment in
structures and equipment. The economy added 593,00 jobs during the quarter, a decrease from the third
quarter’s 609,000 gain. The U.S. unemployment rate ended the fourth quarter at 3.5%, the same level as
the preceding quarter. Inflation increased 2.3% in 2019, the largest annual advance since 2011, driven by
an increase in energy prices and health care costs. U.S. housing starts and sales of existing homes
increased for the quarter, as low mortgage rates have increased buyer demand, resulting in an increase in
median home prices and a reduction of supply of homes for sale.

Public Equity Markets: Domestic equities rallied during the quarter with the S&P 500 Index advancing
9.1% for the quarter and 31.5% for the year which was the best annual performance for the index since
2013. Optimism about the economy improved following potential trade developments and on signals the
Fed would hold rates steady for an extended period. Growth continued to outperform value across the
capital spectrum while smaller cap stocks outperformed large cap stocks during the quarter. The S&P 500
was led by economically sensitive sectors such as technology, health care and financials while real estate
was the only declining sector. Our combined domestic equity performance was a gain of 8.98%, slightly
underperforming the 9.10% gain of the Russell 3000 Index.
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Private Equity: During the fourth quarter, a total of 353 private equity funds reached a final close, securing
$185 billion in commitments, surpassing the $163 billion raised in the prior quarter. While the number of
funds closed increased from Q3, it represented a sharp drop from Q4 of 2018 where 566 funds closed. The
trend towards larger funds being raised continued in Q4 as the average fund raised $592 million, which is
the second highest quarterly level on record. Fundraising continues to be strong for private equity managers
as the average fund in Q4 raised 106% of the stated target, which is the highest level since before the
global financial crisis. North America continued to dominate the fundraising landscape, representing 55%
of the number of funds raised and 60% of the total assets raised during the fourth quarter.

Within this sector, buyout deals decreased by 15% in the 4" quarter relative to Q3, larger deals were
prevalent, which led to an aggregate deal value of $98.3, representing a 5% uptick relative to the prior
quarter. For the full year, 5,268 buyout deals were executed for an aggregate deal value of $393.3 billion.
These figures represent sharp decreases relative to 2018, where 6,509 deals were executed for an
aggregate deal value of $497.6 billion. Market participants cite elevated purchase price multiples as the
primary driver for the decrease in deal activity. Buyout multiples finished 2019 down slightly relative to 2018,
decreasing from 11.5x EV/EBITDA to 10.9x, which is a level well above long-term averages. Exit activity
was down considerably in Q4 relative to Q3 and Q4 of 2018 with 360 exits totaling $58.1 billion.
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Similar to the buyout space, Q4 venture capital deal activity decreased in terms of number of deals but saw
an increase in aggregate deal volume relative to Q4 of 2018 as 3,926 deals were consummated for an
aggregate deal value of $71.1 billion. Exit activity also decreased year-over-year with the number of exits
decreasing 3% to 282 and the aggregate deal value decreasing 17% to $29.7 billion. Many investors
attribute the slowdown in activity to the failed initial public offering for WeWork, a fast growing shared office
space company

During the quarter, our private equity managers called a combined $3.9 million and paid distributions of
$3.9 million. Our current allocation to private equity is 9.1%, with a market value of $103.8 million. From its
2013 inception through June 30, 2019, the total private equity program has generated a net internal rate of
return of 24.9% versus a 14.8% return for the dollar-weighted public market equivalent (the Russell 3000
Index plus 300 bps).

Opportunistic: On a sub-strategy basis, the HFRI Event-Driven Index rose 0.3%, the HFRI Relative Value
Index gained 0.6%, the HFRI Equity Hedge Index advanced 3.5%, and the HFRI Relative Value Index was
up 1.1%. During the fourth quarter, the System’s Diversifying hedge fund portfolio returned a gain of 0.8%
underperforming the 1.9% gain for the HFRI Fund of Funds Conservative Index. The System’s Directional
hedge fund portfolio returned a gain of 1.4%, underperforming the 4.6% gain posted by the HFRI Fund of
Funds Strategic Index. The underperformance is primarily since the System’s Directional hedge funds have
less equity beta than the index and will generally lag in periods of strong equity market performance.
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Private Debt: After reaching an all-time-high in 2017, private debt fundraising declined to $107 billion in
2019, the lowest annual total since 2015. At the end of the 2019, only 152 funds have reached a final close
versus more than 200 funds having closed in each of the last four years. Dry powder dropped from $292
billion at the end of 2018 to $261 billion a year later. Despite these difficulties, fund managers continued
to launch new vehicles with the private debt fundraising marketplace becoming more crowded than ever.
The ten largest funds closed in 2019 raised 36% of total capital, an increase of seven percentage points in
comparison to the previous years, highlighting the existence of capital consolidation as investors are
increasingly drawn to larger, more established fund managers. At the start of 2020, there were 436 funds
seeking a total of $192 billion from investors versus 399 funds that sought $168 billion at the start of 2019.
First-time fundraising made up 9% of total capital raised in private debt in 2019, which was 7% higher
versus the prior year. Worldwide, China’s economic transformation has been creating new opportunities
for distressed debt investors. Non-Performing Loans, which can offer stable returns with downside
protection, are increasing as Chinese companies grapple with an economic slowdown that has impacted
their cash flows and reduced their ability to repay debt. During the quarter, our private debt managers
called a combined $5.3 million and paid distributions of $2.4 million. Our current allocation to private debt
is 1.5%, with a market value of $17.6 million. From 2015 through June 30, 2019, the private debt program
generated a net internal rate of return of 6.0% versus an 8.7% return for the dollar-weighted public market
equivalent benchmark (ICE BofA Merrill Lynch High Yield Master 1l Constrained + 300 bps).
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Private Real Assets: Real estate deal volume slowed by 18.2% versus the prior quarter. However, on a
total dollar basis, the decline from Q3 2019 was a more modest 5.8%. The slowdown in activity can be
primarily attributed to a challenging operating environment with ongoing geopolitical tension and a decline
in flows across countries. Although the amount and dollar size of transactions slowed in Q4, private real
estate funds enjoyed a strong fundraising year, and dry powder remains near record highs. Fundraising in
the natural resources sector continues to be difficult due to a large slowdown in the upstream energy M&A
market. During the quarter, our private real assets managers called a combined $2.7 million and paid
distributions of $1.0 million. Our current allocation to private real assets is 3.9%, with a market value of
$44.5 million. From 2013 inception through June 30, 2019, the total private real assets program (including
fund-of-funds) has generated a net internal rate of return of 9.4% versus a 6.9% gain for the long-term
benchmark CPI plus 500 bps.
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Global listed real estate securities as measured by the FTSE EPRA/NAREIT Developed Index advanced
by 1.8% in Q4. Europe was the strongest region in the index as favorable currency moves for the pound
and Euro explained half of the benchmark’s 12% gain. Within Europe, the U.K. was the standout performer,
gaining 20.9% due to diminishing uncertainty over Brexit. Continental Europe returned 9.1% following a
dovish ECB announcement in addition to improving economic data. Asian REITs were positive for the
quarter at +1.9% but lagged their European counterparts as Hong Kong and Japanese REITS
underperformed. The U.S. was the worst performing region as equity markets surged and investors rotated
away from defensive sectors such as REITs into more cyclical sectors such as technology and financials.
Globally, the office, industrial, and hotel sectors performed well while retail underperformed.

Listed infrastructure increased by 4.0% for the quarter as measured by the Dow Jones Brookfield Global
Infrastructure Index. Unlike prior quarters, gains were led by the more cyclical sectors such as airports, toll
roads, and energy pipelines while communication and utilities lagged. The cyclical sectors benefitted from
a sharp increase in risk appetite among equity investors globally. All regions were positive for the quarter
with Europe gaining 7.3%, which outperformed Asia-Pacific and North America, which posted 4.0% and
2.8% returns, respectively.

For the quarter, the public real asset portfolio advanced 3.6%, outperforming the custom benchmark return
of 2.8% by 80 bps due to outperformance from our REIT and infrastructure managers.
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Outlook

During the fourth quarter of 2019, the U.S. Federal Reserve (“Fed”) made the decision to lower the target
range for the Federal Funds rate by an additional 25 bps to 1.50% - 1.75%. This decision was supported
by the Committee’s view of uncertainties of global economic output as well as muted inflation pressures.
The U.S. economy is generally considered to be healthy per most leading economic indicators; however,
growth is projected to marginally slow from the current levels in 2020 and beyond as a direct effect of the
ongoing global trade wars. The Fed expects that the U.S. unemployment rate will remain suppressed under
their long-term target of 6.7% for the foreseeable future, while inflation is projected to move up slightly as a
result of the Fed'’s recent lowering of interest rates.

Real GDP growth in Europe was relatively subdued in calendar year 2019 and is expected to remain low
in the near-term. Overall, the European Central Bank (“‘ECB”) is projecting real GDP growth to decline
slightly in 2020 to 1.1% before increasing again in the subsequent years, buoyed by more supportive fiscal
and monetary policies globally. The ECB’s lowering of near-term growth estimates is primarily due to
uncertainties related to global trade, a prolonged slowdown in China, and a no-deal Brexit. Based on
current projections made in the fourth quarter, the Bank of Japan (“BOJ”) expects the economy to grow
0.7% in 2020. The BOJ did, however, leave open the possibility of revising this estimate upwards to 1%
after their January 2020 review and assessment of the impact from the government’s latest stimulus
measures.

Sources: BlackRock, Bloomberg, Bridgewater, Eagle, FRM, Gryphon, Wellington, JP Morgan MSCI, NCREIF, Northern Trust, Oil &
Gas Investor, PE Hub, Private Equity Analyst, Pitchbook, Preqin, PwC Deals, Real Capital Analytics, RE Alert, S&P Schroders, T. Rowe
Price, U.S. Bureau of Economic Analysis, U.S. Bureau of Labor Statistics, Wilshire Associates.

Risk Profile

The risk/return statistics for the CRHBT for the 1, 3 and 5-year periods ending December 31, 2019 are
shown below:

1 Year
Sharpe
Total Return  Risk Ratio Sortino Ratio  Return/Risk
CRHBT - Net of Fees 19.65 5.63 2.94 4.94 3.49
CRHBT Benchmark 20.13 5.76 2.97 5.62 3.49
3 Year
Sharpe
Total Return  Risk Ratio Sortino Ratio  Return/Risk
CRHBT - Net of Fees 10.49 7.00 1.20 1.48 1.50
CRHBT Benchmark 9.74 7.04 1.08 1.37 1.38
S Year
Sharpe
Total Return  Risk Ratio Sortino Ratio  Return/Risk
CRHBT - Net of Fees 7.15 6.90 0.83 1.03 1.04
CRHBT Benchmark 6.98 6.77 0.82 1.02 1.03
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Participating Agency Allocation

10/1/2019 10/1/2019 - 12/31/2019 12/31/2019

Balance $ Balance % Contributions Expenses Investment Gain/Loss Balance $ Balance %
Montgomery County Govt $542,072,788 48.99% $1,500,000 ($796,287) $21,315,392 $564,091,892 49.05%
MontCo Revenue Authority $3,550,239 0.32% $0 ($5,210) $139,461 $3,684,490 0.32%
Strathmore Hall Foundation $1,745,777 0.16% $0 ($2,562) $68,578 $1,811,792 0.16%
SkyPoint Federal Credit Union $1,458,691 0.13% $0 ($2,141) $57,300 $1,513,851 0.13%
Dept of Assessments & Tax $14,627 0.00% $0 (%21) $575 $15,180 0.00%
District Court of Maryland $0 0.00% $0 $0 $0 $0 0.00%
HOC $19,669,356 1.78% $0 ($28,868) $772,654 $20,413,142 1.77%
WSTC $137,384 0.01% $0 ($202) $5,397 $142,579 0.01%
Village of Friendship Heights $441,678 0.04% $0 ($648) $17,350 $458,380 0.04%
Montg. Cty. Public Schools $477,887,580 43.18% $0 ($644,496) $18,773,216 $496,016,300 43.13%
Montgomery College $59,630,598 5.39% $0 ($80,420) $2,342,513 $61,892,692 5.38%
Total $1,106,608,719 100.00%) $1,500,000 ($1,560,855) $43,492,436 $1,150,040,299 100.00%)
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