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Investment Philosophy

e INVESTMENT OBJECTIVES

o Preservation of Principal
° Maintenance of Liquidity
° Maximize Return

e STANDARD OF PRUDENCE

The standard of prudence to be applied to the investment of the State Portfolio shall be the
industry standard “Prudent Investor Rule,” which states:

“Investments shall be made with the judgment and care, under circumstances then prevailing which
persons of prudence, discretion and intelligence exercise in the management of their own affairs, not for
speculation, but for investment, considering the probable safety of their capital as well as the probable income
to be derived.”




Economic QOutlook

¢ INTEREST RATES

~-FOMC overnight Federal Funds rate is at 0-.25%.

-The Federal Funds rate continues to remain flat as the committee anticipates low rates of resource

utilization, subdued inflation trends, and stable inflation expectations. These economic conditions will
continue to warrant that the rate remain at a low level for an extended period.

o HOUSING

-Existing home sales decreased to an annual total of 4.43 million for the month of October, a 2.2%
decrease from the 4.53 million total in September.

-New home sales decreased in October to an annual pace of 283,000 units, a 8.1% decrease from the
month of September.

-Ohio home sales statewide for new and existing homes during the month of October reached 7,041, a

30.6% decrease from the 10,142 sales posted during October 2009. The average sale price increased
0.2% to $132,848 as compared with the average in October 2009.

e CPI

-Core CPI, which excludes energy and food prices, is the primary statistic used by the Federal Reserve
to gauge the impact of inflation on the domestic economy.

-The Federal Reserve’s traditional comfort zone for CPI is 1.0%-2.0%.

-Core CPI showed a slight increase to 0.8% year over year for the month ending in
November of 2010.




Economic Outlook — (con’t)

e INFLATION

-At the December 14th FOMC meeting the committee continued to maintain its pledge to keep rates
unchanged at 0-.25% for an extended period of time.

- Core inflation continues to remain subdued allowing the FOMC to remain on the sideline as the
economy continues to attempt to recover.

e LABOR MARKET

~The national unemployment rate for November was reported at 9.8%, an increase of 0.2% from the
rate a month earlier. The number of long-term unemployed (those jobless for 27 weeks or more) was
also little changed for the month of November at 6.3 million.

- Continuing jobless claims for the week ending December 4th increased 22,000 to 4.13 million.

- The U.S. Department of Labor reported that the four-week moving average of initial jobless claims for
the week ending December 11th declined to 422,750, the lowest level since August 2nd 2008.

- Ohio’s unemployment rate was 9.8% for the month of November, a slight decrease from the 9.9%
rate in the month of October.

e SUMMARY

- As the U.S. and global economy continues to attempt to recover, the forecast of a sustained high
unemployment rate and weak leading economic indicators continues to signal that the economic
recovery will be gradual. These factors, coupled with subdued inflation, lead us to believe that the
Federal Reserve will be motivated to maintain current interest rate levels in an effort to promote
economic growth.




Portfolio Yields & Strategy

o YIELDS

- As a result of the global economy continuing to attempt to stabilize, yields remain at historically
low levels.

- We continue to believe that the slow economic recovery will add pressure to the Federal
Reserve to maintain low borrowing rates. These low rates will be reflected across the bhond
market.

o STRATEGY

- With the expectation that interest rates will remain low, we continue to focus on adding short
term securities to the portfolio.




summary of Portfolios

Portfolio 10/29/2010 11/30/2010 11/30/2009

Regular Account - Market Value $4,398,192,239.24 $4,303,525,138.19
Sales and Motor Vehicle Fuel Tax revenues, were offset by payments for Debt Service, School Foundations,
Higher Education, Medicaid and State Payroll.

$3,041,975,655.59

Total Monthly Inflows
Total Monthly Outflows

Realized Income - Month to date

$4,504,630,113.22
$5,236,810,976.13

$1,547,438.39

$4,790,287,591.14
$4,894,750,352.71

$1,281,733.20

$4,803,498,650.02
$4,754,959,971.05

$6,276,941.24

Realized Income - Fiscal Year to date $8,159,433.02 $9,441,166.22 $34,223,457.03
Accruals $1,661,198.13 $1,677,141.98 $8,326,486.28
Buckeye Tobacco (School Facilities) - Markei Value $1,0600,275,962.11 $992,582,229.57 $2,032,671,106.83
Buckeye Tobacco (Board of Regents) - Market Value $81,956,664.64 $63,671,969.78 $379,362,664.30
Realized Income - Month to date $276,706.95 $190,972.82 $125,533.05
Realized Income - Fiscal Year to date $887,673.65 $1,078,646.47 $56,248,873.60
Ohio lL.ottery DPTF - Market Value $764,695,362.23 $751,630,642.66 $759,347,297.69

Securities were purchased to fund two annuities for winners; the November liability payment was $8,199,575.14

STAR Ohio - Market Value
Shareholder redemptions exceeded purchases during the month.

$5,211,781,110.85 $4,887,862,181.45 $5,564,631,276.25
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Regular Account Asset Allocation

ASSET TYPE PAR AMOUNT BOOK VALUE MKT VALUE % BOOK WT YLD WT DTM

AGENCY CALLABLE ] 18,000,000.00 S 18,000,000.00 $ 18,240,950.00 0.418 2.458 1531.89
AGENCY COUPON S 25,000,000.00 § 25,312,500.00 $ 25,672,000.00 0.587 5.011 192
BI1D OHIO $ 42,500,000.00 $ 42,500,000.00 $ 42,500,000.00 0.987 0.52 84.18
COMMERCIAL PAPER ] 687,000,000.00 $ 686,941,193.05 $ 686,941,193.05 15.955 0.223 6.92
DISCOUNT NOTES $ 1,878,692,000.00 $  1,878,273,347.05 §  1,878,501,969.20 43.626 0.147 28.63
FFCB ADJ RATE BOND $ 45,000,000.00 $§ 45,000,000.00 $ 45,000,000.00 1.045 0.062 164
ISRAEL BONDS $ 25,000,000.00 $ 25,000,000.00 $ 25,000,000.00 0.58 2.322 1153.02
LINKED DEPOSIT-AG $ 5,180,500.00 § 5,180,500.00 $ 5,180,500.00 0.12 0.024 128
LINKED DEPOSIT-SM BUS $ 257,439,454.18 $ 257,439,454.18 $ 257,439,454.18 5.979 0.15 345.26
MONEY MARKET FUND/SWEEP ACCT $ 535,500,687.79 § 535,500,687.79 $ 535,500,687.79 12.437 0.237 2
SPRJ-AGLINK FIXED LINE OF CREDIT ] 51,742,377.00 $ 51,742,377.00 § 51,742,377.00 1.201 0.057 128
SPRJ-ECO-LINK $ 5,828,926.45 § 5,828,926.45 § 5,828,926.45 0.135 0.15 615.73
SPJR-RENEW OHIO $ 5,000.00 $ 5,000.00 $ 5,000.00 0.01 640
SPRJ-SAVENOW $ 15,000,000.00 $ 15,000,000.00 $ 15,000,000.00 0.348 0.1 179.87
STAR OHIO - CASH ACCT $ 428,307,280.52 $ 428,307,280.52 $ 428,307,280.52 9.948 0.14 1
TREASURIES $ 285,000,000.00 S 286,292,382.83 $ 282,664,800.00 6.626 1.244 1799.68

$  4,305,196,225.94 § 4,306,323,648.87 §  4,303,525,138.19 100 0.282 173.48
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uckeye Tobacco Fund (SFC) Asset Allocation

ASSET TYPE PAR AMOUNT BOOK VALUE MKT VALUE % BOOK WT YLD WT DTM
AGENCY COUPON 5 395,000,000.00 § 395,000,000.00 § 395,361,350.00 39.816 0.514 95.95
COMMERCIAL PAPER 5 366,077,000.00 3 365,801,502.12 § 365,959,498.60 36.872 0.189 76.45
DISCOUNT NOTES $ 67,931,083.90 $ 67,931,083.90 § 67,931,083.90 6.847 0.051 1
MONEY MARKET FUND 8 163,330,297.07 § 163,330,297.07 § 163,330,287.07 16.463 0.14 1
$ 992,338,380.97 S 992,062,883.08 § 992,582,229.57 100 0.301 66.63




uckeye Tobacco Fund (SFC) Asset Allocation

BTSFA - School Facilities Commission

B AGENCY COUPON
COMMERCIAL PAPER
0O DISCOUNT NOTES

0 MONEY MARKET FUND

16.46%

6.85%

39.82%

o

v.....AV..
5
i
7

% y )
R I




uckeye Tobacco Fund (BOR) Asset Allocation

ASSET TYPE PAR AMOUNT BOOK VALUE MKT VALUE % BOOK WT YLD WT DTM
COMMERICAL PAPER 5 10,168,000.00 $ 10,167,525.49 § 10,167,525.49 16.028 0.243 3
FHLMC ZERO COUPON BOND 3 50,000,000.00 3 49,636,050.00 S 49,875,000.00 78.249 0.534 115
MONEY MARKET FUND 5 1,014,878.20 $ 1,014,878.20 § 1,014,878.20 1.599 0.05 1
STAR CHIO - CASH ACCT $ 2,614,566.09 § 2,614,566.09 § 2,614,566.09 4.121 0.14 1
8 63,797,444.29 § 63,433,019.78 § 63,671,969.78 100 0.464 90.66

R P
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Buckeye Tobacco Fund (BOR) Asset Allocation

1.60%

BTSFA- Board of Regents

412%

16.0

3%

B COMMERICAL PAPER

@ FHLMC ZERO COUPON BOND
0 MONEY MARKET FUND

01 STAR OHIO - CASH ACCT




Ohio Lottery DPTF Asset Allocation

ASSET TYPE PAR AMOUNT BOOK VALUE MKT VALUE % BOOK WT YLD WT DTM

AGENCY COUPON ) 215,935,000.00 $ 211,788,044.55 § 237,295,458.95 40.273 5.098 1302.21
AGENCY STRIPS $ 398,443,000.00 $ 153,774,583.40 § 322,227,583.3% 29.241 5.785 2535.59
ISRAEL BONDS $ 3,000,000.00 $ 3,000,000.00 $ 3,000,000.00 0.57 2. 518
STAR OHIO - CASH ACCT $ 2,002,909.06 $ 2,002,909.06 S 2,002,909.06 0.387 0.14 i
TREASURIES $ 78,302,000.00 $ 49,704,815.74 § 58,207,035.34 9.452 3.579 3605.55
TREASURIES (MEGA MILLIONS) $ 186,622,000.00 $ 105,602,402.58 $ 128,897,655.92 20.081 4.043 4190.66

$ 884,304,909.06 $§ 525,872,755.33 § 751,630,642.66 100 4,212 2665.85




i0 Lottery DPTF Asset Allocation
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STAR Ohio Asset Allocation

ASSET TYPE PAR AMOUNT BOOK VALUE MKT VALUE % BOOK WT YLD WT DTM

AGENCY CALLABLE $ 325,000,000.00 $ 324,995,000.00 § 324,523,750.00 6.65 0.359 348.46
AGENCY COUPON $ 280,000,000.00 $ 279,962,632.50 $ 280,016,250.00 5.728 0.31 107.93
COMMERCIAL PAPER $ 1,003,000,000.00 $  1,002,876,026.67 $  1,002,876,026.67 20.521 0.217 14.22
DISCOUNT NOTES $ 2,913,838,000.00 $  2,911,851,580.77 §  2,913,270,906.50 59.585 0.188 41.51
MONEY MARKET FUND 5 267,175,248.28 § 267,175,248.28 % 267,175,248.28 5.467 0.063 1
TREASURIES $ 100,000,000.00 $ 99,898,166.66 $ 100,000,000.00 2.046 0.112 2

$ 4,889,013,248,28 $ 4,886,858,654.88 & 4,887,862,181.45 100 0.204 57.1




STAR Ohio Asset Allocation
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