Metropolitan Water District of Southern California

Certification

Meketa Investment Group has been retained by the Metropolitan Water District of Southern California to
monitor the ongoing investment performance of their internally and externally managed portfolios. The
performance data presented in this report is based on data provided by the custodian, which has been
fully reconciled to the data provided by both the investment managers and the treasury staff.
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Capital Markets Outlook

Index Returns?
as of March 31, 2019

1Q19 1YR 3YR 5YR 10 YR
(%) (%) (%) (%) (%)
Domestic Equity
S&P 500 13.6 9.5 13.5 10.9 15.9
Russell 3000 14.0 8.8 13.5 104 16.0
Russell 1000 14.0 9.3 13.5 10.6 16.0
Russell 1000 Growth 16.1 12.7 16.5 13.5 17.5
Russell 1000 Value 11.9 5.7 10.5 7.7 14.5
Russell MidCap 16.5 6.5 11.8 8.8 16.9
Russell MidCap Growth 19.6 11.5 15.1 10.9 17.6
Russell MidCap Value 14.4 2.9 9.5 7.2 16.4
Russell 2000 14.6 20 12.9 71 15.4
Russell 2000 Growth 171 39 14.9 8.4 16.5
Russell 2000 Value 11.9 0.2 10.9 5.6 14.1
Foreign Equity
MSCI ACWI (ex. U.S.) 10.3 4.2 8.1 26 8.8
MSCI EAFE 10.0 3.7 7.3 23 9.0
MSCI EAFE (Local Currency) 10.6 28 85 6.0 9.8
MSCI EAFE Small Cap 10.7 94 75 45 12.8
MSCI Emerging Markets 9.9 -14 10.7 37 89
MSCI Emerging Markets (Local Currency) 10.1 1.7 11.3 7.2 10.2
Fixed Income
Bloomberg Barclays Universal 3.3 45 2.6 3.0 44
Bloomberg Barclays Aggregate 29 45 20 2.7 3.8
Bloomberg Barclays U.S. TIPS 32 27 1.7 1.9 34
Bloomberg Barclays High Yield 7.3 59 8.6 4.7 11.3
JPM GBI-EM Global Diversified 29 -16 33 0.8 43
Other
NAREIT Equity 16.3 20.3 6.0 9.0 18.2
Bloomberg Commodity Index 6.3 5.3 2.2 -8.9 2.6
HFRI Fund of Funds 5.0 0.5 41 23 3.6

rce: InvestorForce
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Capital Markets Outlook

U.S. Equity Cyclically Adjusted P/E?
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' Source: Robert Shiller and Yale University; data from January 31, 1881 to March 31, 2019.
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Capital Markets Outlook
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U.S. Inflation (CPI)
Trailing Twelve Months?

1990-2019 Average = ZM
Uu 1.9%
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rce: Bureau of Labor Statistics; non-seasonally adjusted CPI, which may be volatile in the short-term, data as of March 31, 2019.
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! Source: JP Morgan
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Capital Markets Outlook

US Treasury Yield Curve?
Yield flat from 90 days to 10 years
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Capital Markets Outlook

US Economy (PMI) Always Weakens After Yield Inversion?

Yield curve
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' Source: B of A Merrill Lynch
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Capital Markets Outlook

Ten-Year Treasury Yields?
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1 Source: U.S. Treasury; data is as of April 1, 2019

Prepared by Meketa Investment Group

1=



Capital Markets Outlook

Credit Spreads vs. U.S. Treasury Bonds?! 2
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! Source: Barclays Live
2 Median high yield spread was 4.8% from 1997-2019
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Capital Markets Outlook

Total Return Given Changes in Interest Rates (bps)?

—Barclays U.S. Short Treasury (Cash) —Barclays U.S. Treasury 1-3 Yr. ——Barclays U.S. Treasury Intermediate
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Total Return for Given Changes in Interest Rates (bps) Statistics
-100 -50 0 50 100 150 200 250 300 Duration YTW
Barclays U.S. Short Treasury (Cash) 2.7% 2.6% 2.4% 2.3% 2.1% 2.0% 1.9% 1.7% 1.6% 0.28 2.41%
Barclays U.S. Treasury 1-3 Yr. 4.5% 3.5% 2.5% 1.6% 0.6% 0.3% -1.3% 2.2% -3.1% 1.94 2.52%
Barclays U.S. Treasury Intermediate 6.3% 4.3% 2.4% 0.5% -1.4% -3.1% -4.9% -6.5% -8.1% 3.82 2.36%
Barclays U.S. Treasury Long 22.4% 12.1% 2.9% 5.4% -12.7% -19.0% -24.3% -28.6% -31.8% 17.56 2.85%

' Data represents the expected total return from a given change in interest rates (shown in basis points) over a 12-month period assuming a parallel shift in rates. Data is as of April 8, 2019 via Barclays, Bloomberg, and Meketa Investment Group.
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