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Letter from the President 
 
The last four years have been an exciting journey full of 
challenges and growth on both the individual and group 
levels. I was one of the fortunate few who had the 
opportunity to join OSIG as a freshman, and it was an 
experience I look back on with an enormous amount of 
pride. OSIG is populated with some of the brightest young 
minds at Oregon State, and it has been a privilege to learn 
alongside its former and current members.  
 
The Oregon State Investment Group immerses students in 
hands-on learning that few others have the opportunity to 
attain at the undergraduate level. With the generous donations of a few alumni and the OSU 
foundation, the group now manages over $1.8 million through three separate portfolios: the 
large cap portfolio, the D.A. Davidson competition portfolio, and the synthetic portfolio. Each 
portfolio exposes members to different types of investment strategies and vehicles.  
 
2015 and into the start of 2016 was marked by volatility and geopolitical uncertainty. 
Throughout this time there were many lessons to be had and difficult decisions were made, 
sometimes resulting in disappointing returns. It is through these set-backs that I believe we 
learn and grow the most. I am truly grateful for the contribution of each member within the 
group as we navigated our way through 2015’s market volatility.  
 
Our founding members had a goal to increase Oregon State University’s presence within 
major financial centers throughout the United States. This goal is becoming more of a reality 
every year and continues to broaden Oregon State’s recruiting channels. On behalf of the 
Oregon State Investment Group, I would like to thank our OSIG alumni for the effort they 
have put forth to get the ball rolling. I would also like to extend a thank you to our sponsors, 
donors, and the finance faculty for making this group possible. I would like to give a special 
thank you to Professor Jimmy Yang for all of the years he has generously committed to OSIG 
and the mentorship he has provided to so many.   
 
 
Blake Hendricks 
Finance 16’ 
President
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Large-cap Portfolio Manager – Alex Markgraff, Junior 
 

The Large Cap Portfolio was incepted in 2008, when the Oregon State Investment Group 
(OSIG) was given the opportunity to invest $1 million from Oregon State University’s 
endowment fund. This fund has allowed the members of OSIG to receive one of the best, 
hands-on learning opportunities at Oregon State University. Originally this fund invested in 
only U.S. equities, but in 2013 the management team decided to allow international equities 
in the portfolio. This change to portfolio guidelines further expanded the learning 
opportunities within OSIG. 
 
At the end of our 
fiscal year, March 
31st, the Large-
cap Portfolio was 
at a balance of 
$1,869,502.70. 
This yields an 
annual return of 
-4.68%, 
underperforming 
our benchmark 
(S&P 500) by 294 
basis points on an 
absolute basis. 
This negative 
alpha can be 
attributed mostly to our exposure to the energy sector. The Large-cap Portfolio ended FY2014 
with a weighted beta of 1.09 and ended FY2015 with a weighted beta of 1.16. This increase in 
portfolio beta throughout the year can be explained by the addition of equities with higher 
betas than the portfolio’s weighted average beta, as well as an increase in the beta of existing 
positions. Our focus going into FY2015 was to capitalize on consumer spending resulting from 
savings passed through the pump. The significant decline in crude oil prices continued to 
directly affect many of our IMEU holdings, thereby increasing the inherent risk of the 
portfolio. Due to the long-term investment horizon of the Large-cap Portfolio, we did not 
close positions in holdings that experienced negative price changes from uncertainty 
surrounding oil prices. 
 
Our top three performers for FY2015 were Alphabet (class A and C shares) and Starbucks who 
returned 40.94%, 39.11%, and 26.50%, respectively. Two other notable performers for the 
year were Johnson & Johnson and Honeywell, which returned 8.59% and 8.25%, respectively. 
The Large-cap Fund saw much of its loss from the IMEU and Financials sector, with IMEU 
down   -70.30% lead by Noble Energy and Alcoa, which returned -36.72% and -27.09%, 
respectively.  
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The Large-cap Portfolio is currently comprised of 32 equities, which meets our portfolio goal 
of maintaining roughly 30 different holdings. Our largest holding is Starbucks at 5.17% of our 
portfolio and our smallest holding is General Dynamics at 0.95% of portfolio value. Each 
holding is intended to be no less than 2% and no more than 6% of portfolio value, however in 
certain circumstances exceptions are made depending on the portfolio’s cash position at the 
time of entry in a position. As oil prices hover around the $40 mark, we do not see any 
compelling reason to sell holdings with exposure to oil from a macroeconomic standpoint. 
During FY2015 we closed positions in Noble, SanDisk, and IBM and opened positions in Cisco, 
Mylan, General Dynamics, Accenture, FedEx, and Home Depot. 
 
The Large-cap Portfolio performance in FY2015 was less than stellar and unsettling for the 
Oregon State Investment Group. With significant volatility caused in part by uncertainty in 
both global growth with a focus on China, the global oil market, and looming rate hikes, the 
Large-cap Portfolio saw a decline in value in the fourth quarter of 2015 that continued 
through the New Year. Moving forward we would like to continue eliminating unsystematic 
risk within the portfolio, as well as create value to outperform our benchmark. Going in to 
FY2016 we expect to see more gradual rate hikes in the near term, a sign that the U.S. 
economy is returning to a post-recessionary level of health, which can be seen by a sound 
labor market. Moving through 2016 the group will look to capitalize on the effects of a 
tightening labor market. The global oil market continues to be a concern for the group as it is 
plagued with oversupply; however we do not see any immediate action regarding our 
holdings at this time. The Oregon State Investment Group will be working to minimize 
exposure to the areas we see the most risks within equity investing. Identifying attractive 
sectors of the market will be done on an ongoing basis and the group will continue to seek 
long-term capital appreciation. Despite underperforming the benchmark in FY2015, managing 
the Large-cap Portfolio has been the most valuable experience I have had in the Oregon State 
Investment Group and I appreciate the opportunity that this portfolio affords us as a group. I 
have had the chance to not only develop skills in portfolio management, but to play an 
integral role on the management team and work to improve the group as a whole.  
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Synthetic Portfolio Performance – Bryan Wynn, Senior 
 
The goal of this portfolio is to outperform the Russell 2000 equities index with a portable 
alpha active management strategy, via a derivative Russell 2000 E-Mini futures contract, 
collateralized by a portfolio of fixed-income exchange-traded funds (ETFs). This portfolio is 
seeking to generate a return higher than the implied financing cost of the derivative contract 
(assumed to be the 3-month London Interbank Offered Rate) in order to generate alpha. 
Modeled after a PIMCO StockPLUS strategy and the Oregon State Treasury's R2000 Synthetic 
Portfolio, the Synthetic Portfolio provides opportunities to educate members on futures and 
fixed income while simultaneously needing lower maintenance from the group as a whole to 
function effectively. This unique strategy has been an extremely valuable learning experience 
for me and I sincerely believe that this fund significantly differentiates the Oregon State 
Investment Group from other student investment organizations in a positive manner. 
Since taking over the portfolio on April 23, 2015, the fund has generated 2.01% in risk-
adjusted outperformance over the Russell 2000 benchmark. On a year-to-date basis, the fund 
has tracked the Russell extremely closely and only lags the benchmark by 13 basis points on a 
risk-adjusted basis (the year-to-date is always measured starting from the second to last 
Thursday in October and therefore YTD returns are measured starting from October 22, 
2015). Due to the extreme volatility in small-cap equities and our leveraged position, the 
portfolio returned -11.03% YTD. Unfortunately, our leveraged position and inability to short 
the Russell 2000 index lead to extreme volatility throughout the summer of 2015 and during 
the start of 2016. Our leveraged position comes from the fact that the futures contract 
provides us with $106,510.00 in exposure to the Russell but our portfolio is only valued at 
$64,287.63 as of March 24, 2016. As of March 24, our leverage is 1.68x. Until the fund 
receives more capital, our leverage will continue to contribute significant financial risk and 
volatility. 

 
Our bond portfolio, which must generate a return in excess of the three month London 
Interbank Offered Rate and is benchmarked against the Barclays U.S. Aggregate Bond Index, 
has also seen volatility throughout the fiscal year. On a year-to-date basis, the bond portfolio 
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returned 41 basis points. As of March 24, 2016, our portfolio was comprised of approximately 
25% in cash, 6% in futures margins, and the rest in fixed income ETFs. We decided that 
holding on to a large portion of cash was necessary given the market volatility we’ve been 
seeing.  

 
This year we reduced our exposure to high-yielding junk bonds by bringing down our 
weighting in the HYLD ETF to 6% of the total portfolio. While we normally want positions to be 
at least 10% of the portfolio, management made a special exception due to the extreme 
deterioration in high-yield credit that occurred and was exacerbated at the start of 2016. 
High-yield credit spreads, an indication of investor risk sentiment, widened to high levels not 
seen since 2011 according to the Bank of America Merrill Lynch US High Yield index. HYLD 
returned about 2 bps YTD. We initiated a new position in MINC, an ETF which currently makes 
up about 15% of the portfolio. MINC proved to be a tremendous addition to the portfolio 
from a risk management perspective. This ETF emphasizes managing interest rate risk and 
specializes in high quality asset-backed securities and in commercial mortgage-backed 
securities. Exposure to these unique cash flows allowed us to significantly reduce our 
downside risk and generate substantial alpha during the worst of the selloff in February of 
2016. Our position returned 1 basis point YTD. We also received cash flow diversification from 
BSICX, an ETF that currently makes up about 12% of the portfolio. This ETF returned -1 bps 
YTD via a wide array of unique holdings including interest rate instruments, various forms of 
derivatives, and collateralized loan obligations. Our ETF holding VFSTX comprises about 15% 
of the portfolio. It is comprised of high-grade, short duration corporate bonds. This holding 
helped mitigate the volatility of the selloff in February as investors sought this safer asset 
class during the downturn. On a year-to-date basis VFSTX returned 28 bps. Our largest holding 
is BOND, a PIMCO all bond market, actively managed ETF that follows the U.S. Aggregate 
Bond index the closest. It comprises 21% of the portfolio and returned 12 basis points. 
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The Barclays U.S. Aggregate Bond index currently has a duration of 5.55 years. Our portfolio 
chose to sacrifice some yield and maintain a lower duration of 2.17. This is due to the 
possibility of the Federal Reserve raising interest rates throughout this year. According to CME 
FedWatch, Fed Fund futures are pricing in an implied probability of 73% for a rate hike by year 
end. Due to the fact that interest rates move inversely with prices, we decided to maintain a 
lower duration in order to hedge ourselves. Going forward, we hope to increase allocation in 
mortgages as we are significantly underweight in this asset class relative to the U.S. Aggregate 
Bond index.  

 

DADCO Portfolio Performance – Erik Paige, Senior 

 
The D.A. Davidson student investment competition is an annual competition among 20 West 
Coast schools. The competition resets each year on September 1st, rebalancing all portfolios 
to $50,000. Any returns we have generated in excess of 5% are evenly divided between D.A. 
Davidson and our group. The 1-year time horizon of this portfolio suggests the need to 
capture short term growth. Our strategy in attempting to capture value is by identifying 
companies whose earnings we expect to grow significantly, due to short term catalysts. We 
also believe value can be had through strategic contrarian plays with companies we see as 
priced at opportunistic levels. Due to the September reset, we will highlight the results of the 
2014-2015 competition, and the year to date performance of the 2015-2016 competition.  
 
The 2014-2015 competition proved to be a very successful year for the group. Three 
transactions were made in the portfolio prior to summer.  The first transaction was the 
purchase of 210 shares of American Airlines Group (AAL) in February in the hopes that low oil 
prices would fuel growth in the airline sector.  The second transaction was selling out of our 
position in American Airlines Group, in which we realized a gain of 5.63% in April.  We 
immediately used the proceeds from the sale of American Airlines to purchase 60 shares of 
Amgen (AMGN) due to their strong pipeline and a blockbuster drug awaiting FDA approval 
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over the summer.  When the competition ended the final portfolio value was $54,035.08.  Our 
portfolio return of 8.07% resulted in a check worth $767, and a second place victory.   
 
To begin the 2015-2016 competition we decided to rebalance our portfolio and sell our 
positions in Apple and Amgen and only hold Royal Caribbean and cash.  The reason we 
decided to hold onto Royal Caribbean was based on oil prices continuing to deteriorate and 
the assumption that consumer spending would pick up for travel stocks.  We initiated a 
position in Alaska Airlines (ALK) by purchasing 133 shares in October based on the same 
reasoning behind holding on to Royal Caribbean.   In February we initiated our third position 
in Commscope Holding Company (COMM) with the purchase of 395 shares.  Year to date the 
portfolio is down 1.58% due to the volatile nature of the market in the months of January, 
February and March. We are outperforming our Russell 2000 benchmark which has returned  
-7.01%, but underperforming the S&P 500 return of 2.34% in the same time period.  Our 
current holdings, weights and performance are displayed below:  
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Sector Analysis 
 

Healthcare Sector- Nicholas Khamsouk, Senior 

 
For the third year in a row the healthcare sector was the second best performing sector in the 
S&P 500 in 2015 with an annual return of 6.86% which outperformed the S&P 500 annual 
return of -0.69%. Going down to the industry level, biotechnology was the biggest driver for 
the healthcare sector as demonstrated by the 11.78% annual return on the SPDR 
biotechnology fund (XBI). Our biotech holdings posted returns below the 11.78% industry 
average. Celgene (CELG) had an annual return of 5.50% and Gilead (GILD) had a 6.62% return 
for the year. Celgene’s performance was largely driven by their double digit year-over-year 
sales increase of their multiple myeloma drug Revlimid which makes up over 60% of their 
total revenue. Looking forward, this drug should continue to be the main driver for Celgene as 
they plan to launch it in key European locations in 2016. Gilead’s performance was driven by 
obtaining an over 31% increase in revenue in 2015, which stemmed mainly from their HIV and 
hepatitis C treatments. Going forward we need to keep a careful eye on public sentiment 
towards Gilead’s pricing of their drugs as this may affect future sales. This effect will also be 
amplified by Merck’s competing hepatitis C drug which will challenge Gilead’s pricing power. 
 
The healthcare equipment industry had a rather flat year with a 0.91% return for the year for 
the SPDR healthcare equipment fund (XHE). We have exposure to this industry through our 
Medtronic (MDT) holding which returned 7.01% for the year. Their main driver was large 
growth increases in their aortic and peripheral vascular devices in their cardiac & vascular 
business segment which saw 82% year-over-year growth in their Q3 earnings. Future 
performance of Medtronic looks promising with their strong pipeline that should give positive 
results that will be enhanced by their recent tax inversion deal with Covidien and the two year 
delay in the 2.3% medical tax in the Affordable Healthcare Act. 
  
The pharmaceutical industry had a down year as shown with the SPDR pharmaceuticals fund 
(XPH) posting an annual loss of -5.08%. Johnson & Johnson (JNJ), while faring better than the 
industry (nearly 45% of JNJ’s revenue comes pharmaceuticals), had an annual loss of -1.72%. 
This was caused by sizeable year-over-year revenue decreases in all three of their business 
segments. Despite this, I like Johnson & Johnson as a long term play due to their deep drug 
pipeline for such a large, mature company as well as their 53 years of consecutively increasing 
their dividend to where it is now at a nice 2.75% yield. 
 
As for recent activity within our healthcare holdings, we trimmed our positons in Gilead and 
Celgene around 50% to decrease our exposure to the volatile biotech industry as well as to 
make room for our newest healthcare holding of Mylan (MYL), a generic pharmaceutical 
company. This move brought down our overweight status in healthcare to more appropriate 
levels as well as adding diversification. We acquired Mylan to capitalize on the large amount 
of drugs coming off patent in the coming years. Many of Mylan’s drugs are in the pipeline and 
are projected to be ready to generate revenue as soon after the non-generic drug comes off 
patent. 
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All of our holdings are poised to benefit from the macro trends driving healthcare which most 
notably include the aging U.S population and the increased access to healthcare. Looking 
ahead, the most important thing we need to keep an eye on for our healthcare holdings is any 
changes in healthcare laws that may come from a new presidential administration as this may 
drastically change how healthcare companies operate. Assuming all things the same, I believe 
the best opportunities to capitalize on the macro trends are companies in the healthcare 
facilities and generics industries. 
 

Financial Sector- Cameron Mountain, Senior 

 
2015-16 was a difficult year for the financial sector. Tracking the Spider financial sector ETF, 
the sector was down -5.49% since the beginning of 2015 compared to the S&P which was up 
slightly by 1.53%. The financial sector was in line with the rest of the market until the Federal 
Reserve announced an interest rate hike for the first time in more than 9 years. Low oil prices, 
stagnant global growth, and extreme market volatility put pressure on the Federal Reserve to 
keep interest rates low following the first increase. When the hike was announced in 
December, the Fed set course for a gradual increase in interest rates four times in 2016. 
Following the March 2016 Fed meeting, the market is pricing in only 2 rate hikes due to 
worries of a national and global recession. As a result, the financial sector has been one of the 
worst performing sectors in 2016. Many investors were pricing in a 2% increase in interest 
rates which would increase the spread that banks make on borrowing in the form of deposits 
and lending in the form of longer term loans. Investors were also worried about loans made 
to energy companies and whether or not energy companies would default on their debt due 
to low oil prices.  Many banks have cut lines of credit for energy firms.  
 
J.P. Morgan Chase, a holding in the large cap portfolio, said they plan to increase provisions 
for expected losses on bad energy loans to more than 60% during Q1. Provisions for total oil 
and gas loss reserves are now nearing $1.3 billion for JPM or approximately 3% of their total 
book value of $44 billion. Many of those reserves may now be released as oil has made a 
slight comeback in the last few months.  
 
In comparison, OSIG’s financial sector holdings performed much better than the financial 
sector as a whole. During 2015 and the beginning of 2016 the financial sector holdings were 
down -3.4%, beating the financial sector ETF by 2.09%. Our outperformance can be attributed 
to a collection of well-diversified holdings. With only four holdings, we are able to gain 
exposure to every corner of the financial sector, not just traditional large banks. I am very 
pleased by this year’s results and I believe that we have positioned the portfolio to prosper in 
the future.  
 
Looking forward I believe that our current holdings will benefit from several key 
macroeconomic variables. Eventually, the Federal Reserve will raise interest rates. This will 
benefit all of our holdings in the financial sector.  Another positive variable is a ruling that 
came from the department of labor in April which requires that all advisers, such as stock 
brokers and brokerage firms, must act as a fiduciary to avoid conflicts of interest and act in 
the best interest of their clients. This will affect how recommendations are made for all 
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retirement accounts. As a result, I expect to see a trend towards holding more low cost, 
indexed ETF’s in retirement portfolios. OSIG currently has exposure to this segment of the 
financial sector through ETF creator BlackRock (BLK). I believe that the large-cap portfolio 
could benefit by adding another firm in this space such as T. Rowe Price Group, Inc. (TROW) or 
State Street Corp. (STT).  

 

Industrials, Materials, Energy, and Utilities- Michael Lukan, Sophomore 

 
The 2015 fiscal year was fraught with downturns in the energy and commodity markets that 
substantially inhibited the growth of our IMEU securities.  At the start of the crude decline in 
2014, the group elected to adopt a hold with the option to accumulate strategy.  It was and 
still is our belief that that the suppressed equity prices of our oil exposed companies will see a 
substantial correction within the next two fiscal years.  Currently, as bankruptcies eliminate 
debt heavy capital structures, it is our belief numerous buying opportunities in the energy and 
commodity sectors will present themselves and we are prepared to allocate capital to these 
undervalued companies.   
 
The IMEU sector is currently composed of nine individual companies with varying operating 
segments and risk characteristics.  During the fiscal year two new positions were initiated and 
one position was exited.   In the fourth quarter of 2015, positions in the defense contractor, 
General Dynamics (GD) and the shipping logistics firm, FedEx (FDX) were initiated and have 
sense generated returns of 4.39% and 24.05%, respectively. In the third quarter of 2015, our 
position in the offshore drilling contractor, Noble Corporation (NE) was exited due to group 
concern that the company faced numerous debt challenges, which carried a risk profile far 
higher than we could accept.  
 
The Industrials subsector of IMEU is composed of five companies: aluminum manufacturer 
Alcoa (AA), engineering and consulting firm Chicago Bridge & Iron (CBI), shipping logistic firm 
FedEx (FDX), defense contractor General Dynamics (GD), and industrial conglomerate 
Honeywell (HON). 
 
The Materials subsector of IMEU is composed of just one company: coatings manufacturer 
PPG (PPG). 
 
The Energy subsector of IMEU is composed of two companies: northeastern natural gas 
producer EQT (EQT), and oil conglomerate Exxon Mobile (XOM).  
 
The Utilities subsector of IMEU is composed of just one company: southeastern electricity 
provider Duke Energy (DUK). 
 
Moving forward, the group has designated an IMEU market perform for the 2016 fiscal year.  
To generate risk-adjusted returns, the team must focus on high-risk assets that have suffered 
dramatic losses in 2015 that have rendered them intrinsically undervalued.  The group’s 
outlook on the oil market is moderate and the IMEU sector leader has placed a $45 spot price 
target on oil by fiscal year end.  It is also the opinion of the management team that equities 
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strongly correlated with market-traded commodities are avoided, as there is little way for the 
portfolio to hedge against another commodity tick downward.  2015 was a year of 
underperformance that has established a vast buying opportunity market in 2016 for the 
IMEU sector.   
 

Consumer Cyclical and Staples- Chris Koenig, Senior 
 

Because consumer good companies are driven by consumer sentiment and spending, we can 
examine key macroeconomic indicators such as confidence, disposable income, expenditures, 
and unemployment.  The Consumer Confidence Index has fallen over FY2015 from 95.9 in 
April 2015 to 91.7 in February 2016.  However, confidence has been rising slowly since 
September where it bottomed out at 87.2.  While the 4.4% decline in confidence is negative 
for the sector, confidence levels still remain high. 
 
Disposable income has risen over the year from $13,353 in April 2015 to $13,689 in February 
2016.  Much of this increase is due to lower gasoline prices.  In April 2015 a barrel of oil was 
around $60 and currently is hovering around $40 a barrel implying significant savings for US 
consumers.  
 
Personal consumption expenditures have also been on the rise, increasing 2.9% from $12,146 
billion in April 2015 to $12,495 billion in February 2016.  
 
Unemployment has continued to decline and currently stands at 5.0%, down from 5.4% in 
April 2015.  
 
While confidence has fallen slightly on the year, income, expenditures, and employment have 
all risen which is very positive for the sector going forward.  More people than before are 
employed and have record disposable income which is causing them to spend more money.  
On top of this, the broader economy is standing on its own two legs again as the Fed has 
started to slowly raise interest rates.  All of these things will likely drive our consumer goods 
holdings higher if they continue into the new fiscal year.  
 
Below is a breakdown of our holdings in the Consumer Goods sector.  
Holding FY15 Performance 
SBUX 26.51% 
HD 6.74% 

COST 3.92% 
CL 1.90% 
DIS -6.31% 
KORS -10.14% 
AAPL -13.03% 

 
Performance for the Consumer Good sector was incredibly varied for FY2015.  For reference, 
XLY, a consumer discretionary ETF was up 4.9% and XLP, a consumer staples ETF was up 9.1% 
over the same period. Starbucks posted the strongest gain for the year, up over 26%.  
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Starbucks’ performance is largely the result of continued expansion, in both their stores and 
brands such as Teavana, and stellar financial performance.  On the other side, Apple dropped 
over 13% for the year representing the worst performance in the sector.  Apple has declined 
due to worry over falling iPhone sales.  The company was updated in March 2016 and the 
group decided to hold our position as we still see value and growth opportunity in the tech 
giant.   
 
The only activity in the sector this year was the addition of Home Depot to our discretionary 
holdings which was pitched in October 2015 and purchased at $125 per share.  
 

Technology Sector- Steven Miller, Sophomore 
 

2015 represented a somewhat volatile year with complications from China and the Middle 
East inducing unanticipated risk into the market. Overall, both the Dow and the S&P 500 were 
down at the close of 2015 while the Nasdaq was up by over 5%. Despite the economic 
headwinds and uncertainty of 2015 a certain group of tech stocks, nicknamed the FANGs 
(Facebook, Amazon, Netflix, Google) were up over 80% compared to the S&P 500 which 
ended slightly negative. Nevertheless, markets overall in 2015 ended on somewhat of a sour 
note while the beginning of 2016 was marked by one of the worst sell offs since the great 
recession as newfound fears about China, emerging markets, commodities and brutally low oil 
prices hammered markets. 
 
In regards to trends within the technology industry, the cloud revolution is already well 
underway as major corporations continue to divest their IT and on site data centers for more 
efficient and cost effective cloud solutions. The current leader in cloud computing, Amazon’s 
AWS, currently controls the majority of the market share and has seen double digit growth 
throughout the last couple of years. Despite this, Microsoft’s Azure cloud continues to build 
up steam, and is currently the only real threat to Amazon. IBM, Google and Rackspace too 
have cloud computing services, but are lagging quite far behind Microsoft and Amazon in 
terms of growth and market share. 
 
As cloud computing provides the technological infrastructure to support the internet of 
things, there has also been a rise in drone deployment and R&D, development of smart 
vehicles, and sensory networks that all rely on the infrastructure provided by cloud 
computing. With the ability to let multiple different devices communicate with each other and 
simultaneously crunch large amounts of information in real time, cloud computing is 
providing the foundation for the Internet of Things (IoT). 
 
Another recent trend within the tech space is Fintech, tech companies that focus on financial 
services. With banking being a relatively insulated and undisrupted industry, these new tech 
companies are forcing many of the large banks to rethink their business models and product 
lines as many of the large banks are beginning to their core business functions disrupted as 
clients gravitate towards these new technology finance companies. 
 
With 2015 ending the year with sell offs and negative investor sentiment, many of our tech 
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holdings lost their gains from the year and ended up down as 2015 came to a close. 
Furthermore, our holdings within the tech sector have changed slightly since 2014. We ended 
up dropping IBM (IBM), and Sandisk (SNDK), and picked up Cerner(CERN), Accenture (ACN), 
and Cisco (CSCO). We purchased 726 shares of Cerner at $68.46 a share. Cerner closed the 
2015 year down at $60.63 resulting in a negative 13% return for the year 2015. We purchased 
1345 shares of Cisco at $27.24, and Cisco ended the year down at $27.53, resulting in a 
negative 1% return for the year. Finally, our last change to the portfolio included the addition 
of Accenture of which we picked up 303 shares of for $99.08.  Accenture then ended up 
closing at $105.86 for a positive 6.8% return on the year. Our other holdings include Applied 
Materials (AMAT), Google (GOOG/GOOGL), and Qualcomm (QCOM). AMAT began 2015 at 
$24.96 and ended 2015 down at $18.96, resulting in a negative 31.9% return to the portfolio. 
GOOG/GOOGL began 2015 at $624.25 and ended 2015 up at $790.30, resulting in a positive 
return of 21%. Finally, Qualcomm began 2015 at $74.28 and ended 2015 at $50.41, resulting 
in a 47% loss.  
 
Our holdings and returns since inception are as follows:  
 

 Accenture (ACN): 15.4%+ 
 Applied Materials (AMAT): 73%+  
 Cisco (CSCO): 1.4%+ 
 Cerner (CERN): 18.9%- 
 Alphabet (GOOG): 89.6%+ 
 Alphabet (GOOGL): 95%+  
 Qualcomm (QCOM): 31.6%+ 
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The Year in Review 

7th Annual New York Trip 

 
In mid-September OSIG sent eight of its top performing members to New York City with 

the goal of networking with alumni and top tier firms. This is one of the most valuable 

opportunities for OSIG members hopeful of landing a job or internship in New York City 

because it allows members to get a foot in the door through relationship building with 

current employees and recruiters. The analysts visited The Federal Reserve, Blackstone, 

PIMCO, U.S. Trust, Strategas Research Partners, Google, Morgan Stanley, the New York 

Stock Exchange, and Credit Suisse.  

 
One of the highlights of this year’s trip was the opportunity for the group to meet 

with Stephen Schwarzman, CEO of The Blackstone Group, in his Park Avenue office. 

Schwarzman opened up about life in private equity, his career path, and the current 

economic environment. “He was a very outgoing guy and gave great insight on what 

private equity is like” – Erik Paige, DADCO portfolio manager 

 
This year’s trip provided a very broad scope of finance for the attendees. “The OSIG 

members were able to absorb in New York, including economic research (at Strategas 

Research Partners), private wealth management (U.S. Trust) and corporate finance 

(Google).” Others included monetary policy (the Fed) and trading (Morgan Stanley).  

 
The New York trip is one of the most valuable and anticipated opportunities our 

students have. The ability to meet with potential employers face to face dramatically 

increases the chances of connecting and getting hired. This trip tends to yield 

employment results every year.  

 
Front row, left to 

right: Blake 

Hendricks, Stephen 

Schwarzman, Alex 

Markgraff, Erik Paige 

 
Second row, left to 

right: Bryan Wynn, 

Chase Norlin, Simon 

Noling, Cory Sinner, 

Chris Koenig
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OSIG & UOIG Civil War Meeting 

 
Each year, the Oregon State Investment Group and the University of Oregon Investment 
Group meet to pitch companies for possible investment into our funds and network. The 
annual meeting also serves as a friendly competition where each group can learn 
something from the other. This year, the University of Oregon Investment Group hosted 
the Civil War meeting in Eugene. IMEU sector leader, Michael Lukan, represented the 
Oregon State Investment Group by pitching CommScope (COMM). UOIG utilized two 
members, Josh Bryant and Jacob Gram, to pitch Electronic Arts (EA). OSIG’s votes 
resulted in a BUY rating on CommScope for the DADCO portfolio and SELL rating on EA.   

 

CFA Society Global Equity Research Competition 

 
OSIG sent five of its members to the CFA Global Research Competition (GIRC) hosted by 
the CFA Institute. OSIG’s team consisted of Bryan Wynn (senior), Erik Paige (senior), 
Cory Sinner (senior), Cameron Mountain (senior), and Alex Markgraff (Junior). The group 
competed in the Northwest round of the competition against Portland State University, 
University of Portland, and Washington State – Vancouver. The group conducted in-
depth analysis of Lithia Motors (LAD), headquartered in Medford, OR. After completing 
their valuation workbook, PowerPoint presentation, and written report, the group 
presented to a panel of three CFA judges in Portland.  

 
Our team placed second out of the four teams. While this was not enough to move on 
to the next round, hosted in Chicago, the team left with an invaluable experience. 
Critically analyzing a relatively small company in a competitive environment, and being 
thoroughly critiqued by a panel of practicing CFA’s, is a learning opportunity our 
members are grateful for.  

 
The Oregon State Investment Group would like to thank the CFA Institute for hosting 
another year of the GIRC. Additionally we would like to extend special thanks to the CFO 
of Lithia Motors, Chris Holzshu, for taking the time to provide our team with Lithia’s 
investor presentation. Finally, we would like to thank Prem Mathew, Jimmy Yang, Carl 
Burgdorfer, and Brian Wieser for their mentorship and guidance throughout the 
competition.  
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Exiting Members’ Full Time & Internship Positions 

 
Chris Koenig (Bank of America – Credit Risk Analyst – San Francisco, CA) 
Bryan Wynn (Credit Suisse – Equity Research Summer Analyst – New York, NY) 
Erik Paige (Bank of America – Credit Risk Summer Analyst – Portland, OR) 
Blake Hendricks (KeyBank – Credit Risk Analyst – Seattle, WA) 
Cory Sinner (KeyBank – Credit Risk Analyst – Seattle, WA) 
Cameron Mountain (Real Asset Portfolio Management – Investment Analyst – Portland, OR) 
Nicholas Khamsouk (Fisher Investments – Portfolio Evaluation Associate – Camas, WA) 

 

Returning Members’ Internships 

 
Alex Markgraff (DA Davidson – Investment Banking Summer Analyst – Lake Oswego, OR) 
Miles Johnston (JP Morgan – Global Asset Management Summer Analyst – Cincinnati, OH) 
John Schaer (Highbrook Investors – Summer Analyst – New York, NY) 
Steven Miller (Boeing – Summer Business Analyst – Seattle, WA) 
Elijah McGowen (Vista Wealth Management – Summer Intern – Portland, OR) 
Alicia De Leon Mendoza (Northwestern Mutual – Financial Representative – Portland, OR) 
Alex Dean (Umpqua Bank – Commercial Strategic Initiatives Intern – Portland, OR) 
David Neill (Springleaf Financial – Sales Management Trainee – Salem, OR) 
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Special Thanks 

 
We would like to extend a special thanks to Dean Montoya for continuing support for 
the Oregon State Investment Group through her first year at OSU. We would also like to 
thank the finance faculty, especially our Advisor Jimmy Yang for his continuous 
mentorship of our group. Finally, we would like to extend our thanks to D.A. Davidson, 
alumni, and the OSU Foundation Board members. 

 

Management Team and Analyst Recognition 

 
Outstanding Analyst: TBA 

 
Outstanding Sector Leader: TBA 

 

 

2016-2017 Management Team 
 

President: Alex Markgraff 

Large Cap PM: Michael Lukan 

Synthetic PM: Miles Johnston 

DADCO PM: Alex Dean 

Consumer Goods Sector Leader: Brad Gaman 

Financials Sector Leader: Travis Allen 

Healthcare Sector Leader: Alicia Mendoza 

IMEU Sector Leader: Bryan Hays/Elijah 

McGowen 

Technology Sector Leader: Steven Miller 


