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Agenda

• Plan stats/history

• Governance

• Asset Allocation with topics 

• Performance

• Market outlook

• ESG and climate
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History
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Status
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Funding – State plan example

• Employees – 7%

• Sponsor 
• Normal cost – 5%

• Unfunded Liability amortization – 14%

• Total Percentage of payroll – 19%

• Investment Returns
• Assume 6.8% over 20 years

• 2.5% inflation

• 3% payroll growth
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Governance

• 15 MEMBER BOARD
• 3 EX-OFFICIO, TREASURER, COMPTROLLER, DIRECTOR OF BUDGET

• 5 ELECTED, TROOPER, RETIRED AND ACTIVE STATE EMPLOYEES AND TEACHERS

• 7 APPOINTED BY GOVERNOR, 2 OF WHOM REPRESENT THE INTEREST OF 
PGU’S/COUNTY

• SETS POLICY, REVIEWS AND APPROVES BUDGETS, PROVIDES OVERSIGHT

• EXECUTIVE DIRECTOR – OVERSIGHT AND MANAGEMENT OF PENSION 
SYSTEM

• CHIEF INVESTMENT OFFICER – OVERSIGHT AND IMPLEMENTATION OF 
INVESTMENT PROGRAM INCLUDING APPROVAL OF MANAGER SELECTION
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Pension Math

• UNLIKE AN INDIVIDUAL, DB PLAN IS NOT TARGETING LONG TERM 
WEALTH CREATION BUT IN FUNDING A GROWING AND NOT FULLY 
FUNDED LIABILITY 

• WHY IT MATTERS
• PATH OF RETURNS IMPACTS OUTCOMES
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Diversification Lowers Volatility: Good for 
Pensions
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Diversification Lowers Volatility: Good for 
Pensions
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Asset Allocation
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Asset Allocation Review September 
2021
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Asset Allocation Review September 
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Asset Allocation Topics

• Active/Passive
• System believes in active management in asset classes and sectors where it is 

likely to be successful.
• Approximately 20% of assets are passively managed

• Private/Public
• The System invests in private partnerships

• Private equity

• Private real estate

• Private Credit

• Private Infrastructure
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Active/Passive, Public/Private

• Active Management has been additive for the System in public and 
private markets, increasing returns and lowering risk

• Private Market investments increase returns and lower risk through
• Ability to impact the outcome

• Broader set of investments than available in public markets – more 
diversification

• Appraisal based pricing

• Costs of active and private investing are higher than passive but 
results are reported on a net of fee basis and maintain their attractive 
attributes.
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Performance

• The System evaluates performance along three dimensions

• Performance vs. the actuarial rate over long time frames

• Performance vs. the Policy Benchmark

• Performance vs Peers
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Market Outlook

• Inflation
• Goods inflation likely to continue to moderate

• Service inflation will soften but may be sticky high
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Market Outlook 
• Employment

• Manufacturing, housing, housing 
finance to weaken

• Will services take up the slack as 
spending patterns revert to 
historical pattern?
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Market Outlook

Tough Jobs are 
still missing a 
lot of workers
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Market Outlook – Slowdown Is Coming

Leading indicators are 
pointing to recession
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Market Outlook – Interest Rates are Restrictive
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Market Outlook

• US Stocks are moderately over-valued and underbought but earnings 
are likely to disappoint, and the Fed is not likely to respond with 
lower rates to prop up profitability or falling stocks

• Bonds are now reasonably attractive for long term investors, have 
enough yield to be a source of protection in systemic risk and the Fed 
is close to ending its tightening period.

• Non-U.S. Stocks are poised to benefit if the dollar weakens and have 
the tailwind of China reopening. Both developed and emerging 
markets have return potentials skewed to the upside – more ways to 
win.
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ESG and Climate and DEI

• MSRA approach
• As fiduciaries to the beneficiaries of the plan we do not have scope to use 

plan assets for anything other than generating returns to pay benefits

• However
• Nonfinancial factors can impact returns at the company, sector and asset class levels 

• The Board and staff have a responsibility to evaluate these factors from both a risk and 
benefit perspective.

• What happens in the world will impact the returns the System can receive,

• The System can advocate to help reduce risk to the System

• Bottom line, ESG is a framework to help make better investment decisions
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