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Economic Review

Data sources:  Bureau of Economic Analysis, Bureau of Labor Statistics, Federal Reserve Bank of St. Louis, Barclays Capital
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U.S. Capital Markets:  Equity

Data sources:  Wilshire Compass, Wilshire Atlas
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Non-U.S. Capital Markets

Data sources:  Wilshire Compass, MSCI Barra
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U.S. Capital Markets:  Fixed Income

Data sources:  Wilshire Compass, Barclays Capital, U.S. Treasury
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Real Assets

Data sources:  Wilshire Compass, National Council of Real Estate Investment Fiduciaries
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Performance Overview
• LACERS’ investment portfolio ended the quarter with a market value of $12.0 billion, the

same as the previous quarter. The Fund’s net of fee return was 0.7% for the quarter and
14.1% for the one-year period.

• The Total Fund outperformed its policy benchmark by 0.8% for the quarter and 1.2% for the
one-year period.

• In a comparison to other public funds with market values greater than $10 billion in TUCS
(Trust Universe Comparison Service) peer universe, LACERS ranked in the 22nd percentile
for the quarter and in the 10th percentile for the one-year period.

• Non-U.S. Equity and Fixed Income produced negative returns for the quarter while all other
asset classes produced positive returns.

• U.S. Equity and Non-U.S. Equity outperformed their respective benchmarks for the quarter
while Fixed Income underperformed.

• Private Equity1 and Private Real Estate outperformed their respective benchmarks for the
quarter.

Note: Due to the J-curve effect in early stages of a fund’s life, returns may lag prior to realization of proceeds in later years.
1Name change from “Alternative Investments.”
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Fund Performance 2

Note: Courtland could not provide cash flow weighted benchmark, so only time weighted is reported.
1Returns as of 3/31/2013. 

Private Investments
Performance by IRR and Multiples1

Private Equity  10‐Year IRR
10‐Year Equity 

Multiple
Since 

Inception IRR
Since Inception 
Equity Multiple

Aggregate Portfolio 14.2% N/A 10.9% 1.43x
Core Portfolio 15.2% N/A 11.4% 1.46x
Specialized Portfolio 2.4% N/A 2.4% 1.08x
Russell 3000 + 300 bps 11.9% N/A 9.1% N/A

Real Estate 10‐Year TWR
Since Inception 

TWR
Since 

Inception IRR
Since‐Inception 
Equity Multiple

Total Portfolio (TWR) 3.3% 5.3% 3.3% 1.11x
NCREIF + 100 bps (TWR) 9.5% 8.3% N/A N/A



Total Fund – Contribution to 5-Year Total & Active Risk

• Public equities comprises 93% of total risk despite actual weighting of 60%.

• Private markets (Real Estate and Private Equities) comprises 97% of active risk as it is difficult to 
separate active from ‘beta’ exposures in those asset classes.

• Fixed Income provided reduction to active risk, but not total risk as desired.

• Real Estate has provided modest total risk reduction.

Fund Performance 3
*Name change from “Alternative Investments.”
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Return to Risk Ratio Comparison

• Return to risk ratio comparison puts funds with different asset allocation objectives on even footing.

• LACERS currently ranks in the 47th percentile versus peers on return/risk ratio basis.
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• Active returns are returns earned over/under benchmark return.

• For the past five years, LACERS’ information ratio showed mixed results, but it is trending 
upward.

5-Year Rolling Risk-Adjusted Active Returns

U.S. Equity Managers 3

Risk-adjusted active returns are referred to as “Information Ratio”.  Information Ratio  =  Excess return (alpha) / Excess risk (tracking error).



• LACERS U.S. Equity Portfolio exhibits smaller cap bias versus Russell 3000 benchmark.

• As small cap stocks currently outperforming large cap stocks, this bias is source of 
outperformance versus benchmark.
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• As LACERS implements the new asset allocation, the geographic weightings of the Non-U.S. Equity 
Composite will become closer to the benchmark.

Non-U.S. Equity Managers 3

Country Allocation

Benchmark – MSCI ACWI x U.S. Index Non U.S. Equity Composite



5-Year Rolling Risk-Adjusted Active Returns

• Active returns are returns earned over/under benchmark return.

• Non-U.S. Equity’s rolling information ratio has been mostly increasing for past 3 years. 
Risk-adjusted active returns are referred to as “Information Ratio”.  Information Ratio  =  Excess return (alpha) / Excess risk (tracking error).
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• LACERS Non-U.S. Equity Portfolio has exhibited modest small cap bias compared to MSCI 
ACWI x U.S. index.
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• Active returns are returns earned over/under benchmark return.

• Despite dip in 2008, fixed income composite has provided mostly positive risk-adjusted active 
returns since inception.

5-Year Rolling Risk-Adjusted Active Returns

Risk-adjusted active returns are referred to as “Information Ratio”.  Information Ratio  =  Excess return (alpha) / Excess risk (tracking error).

Fixed Income Managers 2



• LACERS Fixed Income portfolio has slightly lower duration than benchmark.

• Portfolio is modestly lower quality versus benchmark.
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