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Executive Summary 1 



 

  
  

 

Executive Summary 2 

• U.S. stock market, as represented by the Russell 3000 Index, 
posted a return of 12.55% for the one-year period ending 
December 31, 2014, as investors were encouraged by record 
low unemployment numbers post the Great Recession and 
sustained low interest rate policy from the Federal Reserve. 
The U.S. stock market has rallied since the global financial 
crisis of 2008, generating strong positive returns for the past 
six years. Large capitalization stocks outperformed small 
capitalization stocks for the year. 
 

• Small-cap growth stocks, as represented by the Russell 2000 
Growth Index, were the strongest performing small cap stocks 
for the year, primarily driven by health care and IT stocks. 
 



 

  
  

 

Executive Summary 3 

• Global equity markets, as represented by the MSCI ACWI ex-
U.S. Index, returned -3.87% for the year, as growth slowed, 
particularly in the Eurozone. Over the past few years, most 
non-U.S. markets have struggled with slow GDP growth and 
political instability has hampered returns in emerging markets. 

 
• Emerging markets returned -2.19% during the year, 

underperforming developed markets as concern grew over 
China’s growth rate and as Russia struggled with a falling ruble 
and sinking oil prices which negatively affected other 
commodity-driven economies in emerging markets. 



 

  
  

 

Executive Summary 4 

• U.S. Fixed Income markets, as represented by the Barclays 
U.S. Aggregate Index, returned 5.97% for the year. 
 

• Ten-Year Treasury yields settled at 2.17% for 4Q14, 87 basis 
point lower than 4Q13.  

 
• Yields declined at maturities of 5 years and longer as investors 

preferred longer duration treasuries. 
 

• The Federal Reserve announced in December that they would 
be patient, planning to keep interest rates low at least through 
mid-year 2015. 



Executive Summary 5 

• TIPS, as represented by the Barclays U.S. TIPS Index, 
returned 3.64% for the year.  
 

• REITS, as represented by the Wilshire U.S. REIT Index, 
returned 31.78% for the year as improving economic 
growth led to strengthening fundamentals. 

 
• Commodities, as represented by the Bloomberg UBS 

Commodities Index, experienced the lowest return of all 
capital markets with -17.01% for the year due to falling 
oil prices and lower demand as a result of a slowdown in 
global growth. 



Performance Overview 

• LACERS’ investment portfolio (“Fund”) ended the quarter with a market value of $14.07 

billion, a gain of $594 million from the previous year-end.  The Fund’s net of fee return was 

5.67% for the year and 12.80% for the three-year period ending December 31, 2014.  

 

• The Fund slightly outperformed its policy benchmark by 7 basis points (0.07%) for the year 

and 61 basis points (0.61%) for the three-year period. 

 

• In comparison to other public funds with market values greater than $10 billion in the TUCS 

(Trust Universe Comparison Service) peer universe, the Fund ranked in the 84th percentile 

for the year and in the 20th percentile for the three-year period. 

 

• All asset classes except Non-U.S. Equity produced positive returns for the year. 

 

• U.S. Equity, Non-U.S. Equity and Credit Opportunities underperformed their respective 

benchmarks, while Core Fixed Income outperformed its benchmark. 

 

• Private Equity1 underperformed, while Real Assets outperformed, their respective 

benchmarks for the year. 

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

Executive Summary 6 

 Quarter Ending December 31, 2014 

 
  

 



 



Fund Overview 1 

Quarter Ending December 31, 2014

Target* Min. Max

U.S. Equity** 24.0% 19.0% 29.0%

Non-U.S. Equity 29.0% 24.0% 34.0%

Fixed Income 19.0% 15.0% 22.0%

Credit Opportunities 5.0% 0.0% 10.0%

Private Equity*** 12.0% n/a n/a

Real Assets 10.0% 7.0% 13.0%

Cash 1.0% 0.0% 2.0%

* Revised 1st Qtr 2012: decrease U.S. Equity from 37% to 24%; increase Non-U.S. Equity from 20% to 29%; decrease Fixed Income from 26% to 19%; 

allocate 5% in Credit Opportunities; increase Alternative Inv. from 9% to 12%; decrease Private Real Estate from 7% to 5%; allocate 10% in Real Assets. 

On May 13, 2014, an updated implementation plan was adopted by the Board to bring the asset classes within target ranges by 9/30/14.

**The underweight to Private Equity is allocated to U.S. Equity

***Name change from "Alternative Investments." 
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Quarter Ending December 31, 2014

Market Value 

($million)

% to Total 

Fund

Current 

Quarter

One              

Year

Three          

Years

Five          

Years

Ten          

Years

Fifteen          

Years1

Since 

Inception1

5 Year 

Tracking 

Error

LACERS Master Trust 14,073$    100.0% 1.09 5.67 12.80 10.19 6.71 6.79 8.48 1.3

Policy Benchmark* 1.11 5.60 12.18 10.07 6.73 6.29 8.41

Excess Return -0.02 0.07 0.61 0.12 -0.02 0.50 0.07

U.S. Equity 4,410$      31.3% 5.03 11.17 20.53 15.43 7.64 6.55 10.56 1.2

Russell 3000 5.24 12.56 20.51 15.63 7.94 5.51 9.26

Excess Return -0.21 -1.39 0.02 -0.20 -0.30 1.04 1.30

Non-U.S. Equity 3,954$      28.1% -3.13 -4.34 10.68 5.36 5.58 5.05 5.08 1.3

MSCI ACWI ex U.S. -3.87 -3.87 8.99 4.43 5.13 4.65 5.40

Excess Return 0.74 -0.48 1.69 0.93 0.45 0.39 -0.32

Core Fixed Income 2,802$      19.9% 1.52 5.98 -- -- -- -- 3.73 --

BC U.S. Aggregate 1.79 5.97 -- -- -- -- 2.62

Excess Return -0.27 0.02 -- -- -- -- 1.11

Credit Opportunities 496$         3.5% -0.69 3.06 -- -- -- -- 6.27 --

65% BC U.S. Corp High Yield 2% Cap / -0.84 3.09 -- -- -- -- 6.05

35% JPM EMBI - Global Diversified

Excess Return 0.14 -0.03 -- -- -- -- 0.22

Real Assets ** 851$         6.1% 2.20 11.80 10.23 7.73 2.97 -- 6.35 3.7

    CPI+500 bps -0.08 5.76 6.34 6.69 7.13 -- 7.27

Excess Return 2.27 6.04 3.90 1.04 -4.16 -- -0.91

Private Equity2** 1,312$      9.3% 0.24 14.82 15.34 15.03 13.21 11.38 10.41 14.5

Russell 3000 + 300 bps 6.02 15.93 24.26 19.51 11.92 9.56 12.95

Excess Return -5.78 -1.11 -8.93 -4.48 1.29 1.83 -2.53

Cash 248$         1.8%

1
Indicates gross returns and Since Inception date, 10/31/94

2
Name change from "Alternative Investments" for performance book only.

* More detailed information available under Definitions section at the back of this presentation.

** 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.

LACERS Total Fund
(Returns are Net of Fees)

Fund Performance 1 



Fund Performance 2 

1Since inception IRRs and multiples represent performance of active private equity and real estate funds in LACERS 

portfolio as of the date listed in the table heading. These numbers do not include performance of liquidated funds. 
2Cash flow weighted benchmark return (IRR) is not available for the Real Estate Portfolio, so only time weighted 

return (TWR) is reported.  

Private Investments 

Performance by IRR and Multiples1 as of September 30, 2014 

 Quarter Ending December 31, 2014 

 
  

 

Private Equity 10-Year IRR

Since Inception 

IRR

Since Inception 

Equity Multiple

Aggregate Portfolio 13.17% 10.94% 1.50x

Core Portfolio 14.11% 11.30% 1.52x

Specialized Portfolio N/A 6.52% 1.30x

Russell 3000 + 300 bps 11.93% 10.31% N/A

Real Estate2

10-Year 

Return

Since Inception 

Return

Since Inception 

Equity Multiple

Total Portfolio (TWR) 3.44% 5.62% N/A

NFI ODCE + 80 bps 6.15% 6.71% N/A

Total Portfolio IRR N/A 4.40% 1.20x



Total Fund Attribution* 

Fund Performance 3 

*Slight discrepancies may result due to rounding. For details on Interaction and Trading effects above, see the Definitions Section VI: Performance Attribution. 

• Overweight to U.S. Equities relative to the policy target weight has been a source of value added over all 
three measurement periods 

• Negative returns from manager performance in 1- and 5-year periods primarily due to underperformance 
of Private Equity and Real Estate relative to their respective benchmarks. 

 Quarter Ending December 31, 2014 

 
  

 

Portfolio 
Return

Policy 
Return

Asset 
Allocation Interaction

Manager 
Performance Trading Total Alpha

1 Year 5.67% 5.59% 0.42% 0.07% -0.56% 0.16% 0.08%

5 Years 10.19% 10.07% 0.34% 0.18% -0.46% 0.06% 0.12%

10 Years 6.71% 6.73% 0.07% -0.17% -0.03% 0.11% -0.02%



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

• Public equities comprises 98% of total risk despite actual weighting of 59%.  

• Private markets (Real Assets and Private Equities) comprises 99% of active risk as it is difficult to 
separate active from ‘beta’ exposures in those asset classes. 

• U.S. Equities have provided modest active risk reduction. 

Fund Performance 4 

*Name change from “Alternative Investments.” 

 Quarter Ending December 31, 2014 

 
  

 



Fund Performance 5 



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 59th percentile versus peers on return/risk ratio basis. 

Fund Performance 6 

*Rolling 5-year Risk/Return 

 Quarter Ending December 31, 2014 

 
  

 



 



U.S. Equity Managers 1 

Quarter Ending December 31, 2014

Inception 

Date

Market Value 

($million)

% to Total 

U.S. Equity

Current 

Quarter

One              

Year

Three          

Years

Five          

Years

Ten          

Years

Since 

Inception1

5 Year 

Tracking 

Error

U.S. Equity Oct-94 4,410$      100.0% 5.03 11.17 20.53 15.43 7.64 10.56 1.2

Russell 3000 5.24 12.56 20.51 15.63 7.94 9.26

Excess Return -0.21 -1.39 0.02 -0.20 -0.30 1.30

Rhumbline Advisors (Passive) Mar-93 1,572$       35.6% 4.93 13.65 20.37 15.57 7.82 9.63 0.3

S&P 500 4.93 13.69 20.41 15.45 7.67 9.42

Excess Return 0.00 -0.04 -0.04 0.12 0.15 0.21

Blackrock S&P 500  (Passive) Jun-13 1,569$       35.6% 4.92 13.65 -- -- -- 20.47 --

S&P 500 4.93 13.69 -- -- -- 20.47

Excess Return -0.01 -0.04 -- -- -- 0.00

Rhumbline Advisors (Passive) Jun-13 161$          3.7% 4.77 13.02 -- -- -- 21.94 --

Russell 1000 Growth 4.78 13.05 -- -- -- 21.62

-0.01 -0.03 -- -- -- 0.32

Aronson, Johnson & Ortiz Oct-01 157$          3.6% 2.40 9.06 21.04 16.06 7.72 9.19 2.3

Russell 1000 Value 4.98 13.45 20.89 15.42 7.30 8.14

Excess Return -2.58 -4.39 0.15 0.64 0.42 1.05

Principal Glob Inv Jul-14 128$          2.9% 6.83 -- -- -- -- 6.72 --

Russell Midcap 5.94 -- -- -- -- 4.40

Excess Return 0.88 -- -- -- -- 2.32

New Mountain Cap Group^ Mar-08 77$            1.7% -0.32 7.38 12.56 9.12 -- 6.63 9.4

Russell Midcap* 5.94 13.22 21.40 14.74 -- 7.98

Excess Return -6.26 -5.84 -8.84 -5.62 -- -1.35
1

Indicates gross returns
* Changed from the S&P 500 Index on July 1, 2011.
^ Terminated on September 2014

U.S. Equity Managers
(Returns are Net of Fees)



U.S. Equity Managers 2 

Quarter Ending December 31, 2014

Inception 

Date

Market Value 

($million)

% to Total 

U.S. Equity

Current 

Quarter

One              

Year

Three          

Years

Five          

Years

Ten          

Years

Since 

Inception1

5 Year 

Tracking 

Error

Thomson Horstmann Oct-95 139$          3.2% 6.50 -0.99 18.59 14.60 7.37 10.98 4.4
Russell 2000 9.73 4.89 19.21 15.55 7.77 9.03

Excess Return -3.23 -5.88 -0.62 -0.95 -0.40 1.95

Franklin Advisers Sep-94 125$          2.8% 6.80 2.76 21.70 19.40 9.59 10.08 5.0

Russell 2000 Growth 10.06 5.60 20.14 16.80 8.54 7.69

Excess Return -3.26 -2.84 1.56 2.60 1.05 2.39

Sit Investments** Jan-01 109$          2.5% 5.72 2.86 17.39 15.64 9.39 5.68 4.9

Russell 2000 Growth 10.06 5.60 20.14 16.80 8.54 6.02

Excess Return -4.34 -2.74 -2.75 -1.16 0.85 -0.34

PanAgora Asset Management Feb-06 101$          2.3% 10.38 7.75 22.26 18.96 -- 7.21 2.3

Russell 2000 Value 9.40 4.22 18.29 14.26 -- 6.31

Excess Return 0.98 3.53 3.97 4.70 -- 0.90

Donald Smith & Co. Feb-06 109$          2.5% 5.78 2.90 16.71 11.98 -- 7.91 6.3

Russell 2000 Value 9.40 4.22 18.29 14.26 -- 6.31

Excess Return -3.62 -1.32 -1.58 -2.28 -- 1.60

Manager-of-Manager Programs 3.6%

Attucks Nov-05 46$            1.0% 8.75 2.90 17.88 14.95 -- 7.89 2.1

Russell 2000 9.73 4.89 19.21 15.55 -- 8.00

Excess Return -0.98 -1.99 -1.33 -0.60 -- -0.11

Capital Prospects Dec-05 45$            1.0% 5.43 10.58 19.49 14.69 -- 7.68 1.9

Russell 3000 5.24 12.56 20.51 15.63 -- 8.15

Excess Return 0.19 -1.98 -1.02 -0.94 -- -0.47

Progress Investment Oct-06 72$            1.6% 2.53 7.01 18.19 12.93 -- 6.12 2.4

Russell 3000 5.24 12.56 20.51 15.63 -- 7.52

Excess Return -2.71 -5.55 -2.32 -2.70 -- -1.40
1

Indicates gross returns

** Terminated on October 2014

U.S. Equity Managers
(Returns are Net of Fees)



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

• Lower information ratio the past few years due to relative underperformance of watch list 
and terminated managers, and a higher allocation to passive managers. 

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). 

 Quarter Ending December 31, 2014 

 
  

 



• LACERS U.S. Equity Portfolio is now very close in terms of size and style to the Russell 
3000 benchmark. 

U.S. Equity Managers 4 

 Quarter Ending December 31, 2014 

 
  

 



U.S. Equity Managers 5 

Quarter Ending December 31, 2014

Since 

Inception

Annual 

Management 

Fee paid*

I U I U I U I U I ($ in millions)

 Aronson, Johnson & Ortiz Oct-01 Large Cap Value          $1.30 Performance satisfactory.

 Principal Global Inv Jul-14 Mid Cap   n/a n/a n/a n/a n/a n/a  n/a Limited track record. 

 Thomson Horstmann Oct-95 Small Cap          $1.79 "On Watch" since Aug. 2013 - performance

 Franklin Advisers Sep-94 Small Cap Growth          $0.68 Performance satisfactory.

 Sit Investments Jan-01 Small Cap Growth          $1.23 Terminated Oct. 2014 - In process of liquidation.

 Donald Smith Mar-06 Small Cap Value          $1.06 "On Watch" since Nov. 2014 - performance

 Panagora Mar-06 Small Cap Value          $1.49 Performance satisfactory.

 New Mountain Cap Grp Mar-08 Corp Gov  n/a  n/a  n/a  n/a  $5.80 Terminated Sept. 2014 - In redemption process.

 Attucks Nov-05 Fund of Funds  n/a  n/a  n/a  n/a  $0.32 "On Watch" since Jun. 2011 - performance. 

 Capital Prospects Dec-05 Fund of Funds  n/a  n/a  n/a  n/a  $0.25 "On Watch" since Jun. 2011 - performance. 

 Progress Sep-06 Fund of Funds  n/a  n/a  n/a  n/a  $0.39 "On Watch" since Oct. 2009 - performance. 

 Rhumbline Advisors (Passive) Mar-93 S&P 500 Index          $0.09 Performance satisfactory.

 BlackRock S&P 500 (Passive) Jun-13 S&P 500 Index     n/a n/a n/a n/a  $0.41 Limited track record. 

 Rhumbline Advisors (Passive) Jun-13 R1000 Growth Index     n/a n/a n/a n/a  $0.01 Limited track record. 

1Current Quarter, 1-Yr, 3-Yrs, and 5-Yrs returns are net of fees. Since Inception returns are gross of fee. LEGEND
2Managers are placed on the Watch List for concerns with organization, process, and performance.  Managers are normally on the Watch List    outperformed index               I    index

for 6 months though can be longer if manager issues still remain but not severe enough to warrant contract termination recommendation.    underperformed  index          U  universe median
*As of Fiscal Year Ending 06/30/2014 =   equal to index

U.S. Managers

MANAGER REPORT CARD1

Mandate

Current     

Quarter
One Year

Three 

Years
Five Years

Comments2Inception 

Date



This page intentionally left blank 



 



Non-U.S. Equity Managers 1 

Quarter Ending December 31, 2014

Inception 

Date

Market Value 

($million)

% to Total 

Non-U.S. 

Equity

Current 

Quarter

One              

Year

Three          

Years

Five          

Years

Ten          

Years

Since 

Inception1

5 Year 

Tracking 

Error

Non-U.S. Equity Oct-94 3,954$      100.0% -3.13 -4.34 10.68 5.36 5.58 5.08 1.3

MSCI ACWI ex U.S. -3.87 -3.87 8.99 4.43 5.13 5.40

Excess Return 0.74 -0.47 1.69 0.93 0.45 -0.32

Developed ex-U.S. Jun-12 3,393$      85.8% -2.91 -4.22 -- -- -- 12.94 --

MSCI EAFE ND -3.57 -4.90 -- -- -- 12.10

Excess Return 0.66 0.68 -- -- -- 0.84

State Street Equity (Passive) Aug-93 1,870$       47.3% -3.62 -4.18 11.02 5.84 5.09 5.81 0.2

MSCI World ex U.S. -3.65 -4.46 10.62 5.52 4.74 5.15

Excess Return 0.03 0.28 0.40 0.32 0.35 0.66

Lazard Asset Management Dec-13 442$          11.2% -0.91 -0.25 -- -- -- 3.89 --

MSCI EAFE ND -3.57 -4.90 -- -- -- -1.59

Excess Return 2.66 4.65 -- -- -- 5.48

MFS Inst. Adv. Dec-13 423$          10.6% -1.91 -4.52 -- -- -- -1.87 --

MSCI World ex U.S. Growth -2.22 -3.26 -- -- -- -0.81

Excess Return 0.31 -1.26 -- -- -- -1.06

Barrow Hanley Dec-13 435$          11.0% -4.06 -2.06 -- -- -- 2.61 --

MSCI EAFE Value -4.81 -4.92 -- -- -- -2.45

Excess Return 0.75 2.87 -- -- -- 5.06

Oberweiss Asset Mgmt Jan-14 31$            0.8% -2.03 -- -- -- -- -6.22 --

MSCI EAFE Sm Cp -2.23 -- -- -- -- -6.01

Excess Return 0.20 -- -- -- -- -0.21

AQR Capital Feb-14 192$          4.9% -0.92 -- -- -- -- -6.88 --

MSCI EAFE Sm Cp -2.23 -- -- -- -- -7.32

Excess Return 1.31 -- -- -- -- 0.44
1

Indicates gross returns

Non-U.S. Equity Managers
(Returns are Net of Fees)



Non-U.S. Equity Managers 2 

Quarter Ending December 31, 2014

Inception 

Date

Market Value 

($million)

% to Total 

Non-U.S. 

Equity

Current 

Quarter

One              

Year

Three          

Years

Five          

Years

Ten          

Years

Since 

Inception1

5 Year 

Tracking 

Error

Emerging Markets Jun-12 561$         14.2% -4.20 -4.21 -- -- -- 2.80 --
MSCI Emerging Markets ND -4.50 -2.19 -- -- -- 3.27

Excess Return 0.30 -2.02 -- -- -- -0.47

Axiom International Mar-14 166$          4.2% -1.84 -- -- -- -- -1.78 --

MSCI Emerging Market Growth -2.56 -- -- -- -- -0.09

Excess Return 0.72 -- -- -- -- -1.69

Quantitative Management Apr-14 195$          4.9% -4.02 -- -- -- -- -0.07 --

MSCI Emerging Markets ND -4.50 -- -- -- -- -2.92

Excess Return 0.48 -- -- -- -- 2.85

DFA Emerging Markets Jul-14 200$          5.1% -5.66 -- -- -- -- -13.49 --

MSCI Emerging Markets Value ND -6.44 -- -- -- -- -6.89

Excess Return 0.78 -- -- -- -- -6.60
1

Indicates gross returns

Non-U.S. Equity Managers
(Returns are Net of Fees)



• LACERS Non-U.S. Equity Composite is slightly overweight Europe and underweight Emerging 
Markets. Underperformance during the one-year period is relative underperformance of recently 
terminated emerging markets equity managers. 

Non-U.S. Equity Managers 3 

Country Allocation 

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

 Quarter Ending December 31, 2014 

 
  

 



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 positive for past 5 years.  

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

Non-U.S. Equity Managers 4 

 Quarter Ending December 31, 2014 

 
  

 



• LACERS Non-U.S. Equity Portfolio has exhibited modest small cap bias compared to MSCI 
ACWI x U.S. index, which provided some value-added over the year. 

Non-U.S. Equity Managers 5 

 Quarter Ending December 31, 2014 

 
  

 



Non-U.S. Equity Managers 6 

Quarter Ending December 31, 2014

Since 

Inception

Annual 

Management 

Fee paid*

I U I U I U I U I ($ in millions)

 Axiom International Mar-14 Emerging Markets   n/a n/a n/a n/a n/a n/a  $0.12 Limited track record.

 Quantitative Mgmt Apr-14 Emerging Markets   n/a n/a n/a n/a n/a n/a  $0.12 Limited track record.

 DFA Emerging Markets Jul-14 Emerging Markets   n/a n/a n/a n/a n/a n/a  n/a Limited track record.

 AQR Capital Feb-14 Non US Developed   n/a n/a n/a n/a n/a n/a  $0.18 Limited track record.

 Oberweiss Asset Jan-14 Non US Developed   n/a n/a n/a n/a n/a n/a  $0.15 Limited track record.

 Barrow Hanley Dec-13 Non US Developed     n/a n/a n/a n/a  $1.41 Limited track record.

 Lazard Asset Dec-13 Non US Developed     n/a n/a n/a n/a  $1.51 Limited track record.

 MFS Inst. Adv. Dec-13 Non US Developed     n/a n/a n/a n/a  $1.44 Limited track record.

 State Street Aug-93 Non US Developed          $0.33 Performance satisfactory.

 Knight Vinke Apr-06 Corp Gov - Europe n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a In redemption process.

1Current Quarter, 1-Yr, 3-Yrs, and 5-Yrs returns are net of fees. Since Inception returns are gross of fee. LEGEND
2Managers are placed on the Watch List for concerns with organization, process, and performance.  Managers are normally on the Watch List    outperformed index               I    index

for 6 months though can be longer if manager issues still remain but not severe enough to warrant contract termination recommendation.    underperformed  index          U  universe median
*As of Fiscal Year Ending 06/30/2014 =   equal to index

Current     

Quarter
One Year

Three 

Years
Five Years

MANAGER REPORT CARD1

Mandate Comments2Inception 

Date
Non-U.S. Managers



 



Fixed Income Managers 1 

Quarter Ending December 31, 2014

Inception 

Date

Market Value 

($million)

% to Total 

Fixed 

Income

Current 

Quarter

One              

Year

Three          

Years

Five          

Years

Ten          

Years

Since 

Inception1

5 Year 

Tracking 

Error

Core Fixed Income Jun-12 2,802$      100.0% 1.52 5.98 -- -- -- 3.73 --

BC U.S. Aggregate* 1.79 5.97 -- -- -- 2.62

Excess Return -0.27 0.01 -- -- -- 1.11

Loomis Sayles Jun-80 683$          24.4% 1.35 6.89 4.61 5.82 5.71 9.71 1.5

BC U.S. Aggregate* 1.79 5.97 3.15 4.78 4.89 8.18

Excess Return -0.44 0.92 1.46 1.04 0.82 1.53

Neuberger Berman Nov-90 681$          24.3% 1.52 5.68 4.28 5.91 6.16 7.39 2.0

BC U.S. Aggregate* 1.79 5.97 3.15 4.78 4.89 6.56

Excess Return -0.27 -0.29 1.13 1.13 1.27 0.83

Baird Advisors Mar-05 237$          8.4% 0.89 3.57 3.19 4.87 -- 4.99 0.8

BC U.S. Govt/Credit Intermed 0.89 3.13 2.03 3.54 -- 4.30

Excess Return 0.00 0.44 1.16 1.33 -- 0.69

LM Capital Group Mar-05 285$          10.2% 1.58 5.69 3.57 4.76 -- 5.34 1.2

BC U.S. Aggregate* 1.79 5.97 3.15 4.34 -- 4.71

Excess Return -0.21 -0.28 0.42 0.42 -- 0.63

SSGA U.S. (Passive) Jul-14 916$          32.7% 1.79 -- -- -- -- 1.80 --

BC U.S. Aggregate 1.79 -- -- -- -- 1.80

Excess Return 0.00 -- -- -- -- 0.00

Credit Opportunities Jun-13 496$         100.0% -0.69 3.06 -- -- -- 6.27 --

65% BC U.S. Corp High Yield 2% Cap / -0.84 3.09 -- -- -- 6.05

35% JPM EMBI - Global Diversified

Excess Return 0.15 -0.03 -- -- -- 0.22

Aegon USA Jun-13 172$          34.6% 0.36 4.10 -- -- -- 6.51 --

BC U.S. Corp High Yield 2% Cap -1.00 2.46 -- -- -- 5.62

Excess Return 1.36 1.64 -- -- -- 0.89

Franklin Advisors Jun-13 175$          35.4% -2.15 1.25 -- -- -- 5.49 --

BC U.S. Corp High Yield 2% Cap -1.00 2.46 -- -- -- 5.62

Excess Return -1.15 -1.21 -- -- -- -0.13

Prudential Emerging May-14 149$          30.0% -0.15 -- -- -- -- -0.12 --

JPM EMBI Global Diversified -0.55 -- -- -- -- 0.15

Excess Return 0.40 -- -- -- -- -0.27

1
Indicates gross returns

* Changed from the BC Universal Index on July 1, 2013.

Fixed Income Managers
(Returns are Net of Fees)



• 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 

 Quarter Ending December 31, 2014 

 
  

 



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

• Portfolio is modestly lower quality versus benchmark. 

Fixed Income Managers 3 

 Quarter Ending December 31, 2014 

 
  

 



Fixed Income Managers 4 

Quarter Ending December 31, 2014

Since 

Inception

Annual 

Management 

Fee paid*

I U I U I U I U

I
($ in millions)

 Neuberger Berman Nov-90 Core          $1.51 Performance satisfactory.

 Loomis Sayles Jun-80 Core          $1.31 Performance satisfactory.

 Baird Advisors Mar-05 Intermediate          $0.30 Performance satisfactory.

 LM Capital Group Feb-05 Core          $0.39 Performance satisfactory.

 SSGA U.S. Aggregate Index Jul-14 Core   n/a n/a n/a n/a n/a n/a  n/a

 Aegon USA Jun-13 High Yield Bonds     n/a n/a n/a n/a  $0.36 Limited track record.

 Franklin Advisers Jun-13 High Yield Bonds     n/a n/a n/a n/a  $0.37 Limited track record.

 Prudential Emerging May-14 High Yield Bonds   n/a n/a n/a n/a n/a n/a  $0.05 Limited track record.

1Current Quarter, 1-Yr, 3-Yrs, and 5-Yrs returns are net of fees. Since Inception returns are gross of fee. LEGEND
2Managers are placed on the Watch List for concerns with organization, process, and performance. Managers are normally on the Watch List    outperformed index               I    index

for 6 months though can be longer if manager issues still remain but not severe enough to warrant contract termination recommendation.    underperformed  index         U  universe median
*As of Fiscal Year Ending 06/30/2014 =   equal to index

Credit Opportunities

Mandate

Current     

Quarter
One Year

MANAGER REPORT CARD1

Three 

Years

Five 

Years
Comments2Inception 

Date
Fixed Income



 



Real Assets Managers 1 

Quarter Ending December 31, 2014

Inception 

Date

Market Value 

($million)

% to Total 

Non-U.S. 

Equity

Current 

Quarter

One              

Year

Three          

Years

Five          

Years

Ten          

Years

Since 

Inception1

5 Year 

Tracking 

Error

Real Assets Oct-94 851$         100.0% 2.20 11.80 10.23 7.73 2.97 6.35 3.7

CPI+500 bps -0.08 5.76 6.34 6.69 7.13 7.27

Excess Return 2.28 6.04 3.89 1.04 -4.16 -0.92

TIPS Jul-14 177$         20.8% -0.53 -- -- -- -- -2.78 --

BC US TIPS -0.03 -- -- -- -- -2.31

Excess Return -0.50 -- -- -- -- -0.47

DFA Global TIPS Jul-14 88$            10.4% -0.64 -- -- -- -- -2.85 --

BC US TIPS -0.03 -- -- -- -- -2.31

Excess Return -0.62 -- -- -- -- -0.54

HIMCO Jul-14 89$            10.4% -0.41 -- -- -- -- -2.70 --

BC US TIPS -0.03 -- -- -- -- -2.31

Excess Return -0.38 -- -- -- -- -0.39

Private Real Estate Oct-94 674$          79.2% 2.91 13.17 10.68 7.99 3.10 6.42 6.6

NFI ODCE + 80 bps* 3.30 12.64 12.10 11.60 8.84 9.70

Excess Return -0.39 0.53 -1.42 -3.61 -5.74 -3.28
1

Indicates gross returns
*

Changed from the NCREIF Property Index + 100 bps on July 1, 2014

Real Assets
(Returns are Net of Fees)
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Appendix 1 

Quarter Ending December 31, 2014

Benchmark
Market Value       

($ Billion)

Market Value 

to Total Fund 

(%)

Target to 

Total Fund 

(%)

Difference 

from Target 

(%)

9.68$                 68.8% 65.0% 3.8%

U.S. Equity 4.41$                31.3% 24.0% 7.3%

Passive 3.30$               23.5% 17.5% 5.9%

Large Cap Core S&P 500 3.14                 22.3% 16.6% 5.8%

Large Cap Growth Russell 1000 Growth 0.16                 1.1% 1.0% 0.2%

Large Cap Value Russell 1000 Value 0.00                 0.0% 0.0% 0.0%

Active 1.11$               7.9% 6.5% 1.4%

All Cap Russell 3000 0.12                 0.8% 0.2% 0.6%

Large Cap Core S&P 500 -                  0.0% 0.0% 0.0%

Large Cap Growth Russell 1000 Growth -                  0.0% 0.0% 0.0%

Large Cap Value Russell 1000 Value 0.16                 1.1% 1.0% 0.2%

Mid Cap Core Russell Mid Cap 0.21                 1.5% 1.2% 0.3%

Small Cap Core Russell 2000 0.18                 1.3% 1.2% 0.1%

Small Cap Growth Russell 2000 Growth 0.23                 1.7% 1.4% 0.2%

Small Cap Value Russell 2000 Value 0.21                 1.5% 1.4% 0.1%

Non-U.S. Equity 3.95$                28.1% 29.0% -0.9%

Passive 1.87$               13.3% 10.2% 3.1%

World ex-U.S. MSCI World ex-U.S. 1.87                 13.3% 10.2% 3.1%

Active 2.08$               14.8% 18.8% -3.9%

Developed Core MSCI EAFE 0.44                 3.1% 2.8% 0.3%

Developed Growth MSCI EAFE/World ex-U.S. Growth 0.42                 3.0% 2.9% 0.1%

Developed Value MSCI EAFE/World ex-U.S. Value 0.44                 3.1% 2.9% 0.2%

Emerging Markets Core MSCI Emerging Markets 0.19                 1.4% 2.6% -1.2%

Emerging Markets Growth MSCI Emerging Market Growth 0.17                 1.2% 2.3% -1.1%

Emerging Markets Value MSCI Emerging Market Value 0.20                 1.4% 2.3% -0.9%

Small Cap Core MSCI EAFE Small Cap 0.22                 1.6% 2.9% -1.3%

Private Equity 1 Vintage Year 1.31$                9.3% 12.0% -2.7%
1 Name change from "Alternative Investments."

Detail Actual vs Target Allocation 

Asset Class / Style

Equity



Appendix 2 

Quarter Ending December 31, 2014

Benchmark
Market Value       

($ Billion)

Market Value 

to Total Fund 

(%)

Target to 

Total Fund 

(%)

Difference 

from Target 

(%)

3.30$                 23.4% 24.0% -0.6%

Core 2.80$                19.9% 19.0% 0.9%

Passive Barclays Capital (BC) Aggregate 0.92$               6.5% 6.7% -0.1%

Active 1.89$               13.4% 12.3% 1.1%

Core Barclays Capital (BC) Aggregate 1.65                 11.7% 10.4% 1.4%

Intermediate Core BC U.S. Govt/Credit Intermediate 0.24                 1.7% 1.9% -0.2%

Credit Opportunities 0.50$                3.5% 5.0% -1.5%

U.S. High Yield BC U.S. High Yield 2% Capped 0.35                 2.5% 2.8% -0.3%

Emerging Market Debt JP Morgan - EMBI Global Diversified 0.15                 1.1% 1.8% -0.7%

Opportunistic Credit TBD -                  0.0% 0.4% -0.4%

0.85$                 6.1% 10.0% -3.9%

Public Real Assets 0.18$                1.3% 5.0% -3.7%

TIPS BC U.S. TIPS 0.18                 1.3% 3.0% -1.7%

REITS TBD -                  0.0% 0.5% -0.5%

Commodities TBD -                  0.0% 1.0% -1.0%

Multi Asset Real Assets TBD -                  0.0% 0.5% -0.5%

Private Real Estate 0.67$                4.8% 5.0% -0.2%

0.25$                 1.8% 1.0% 0.8%

14.07$              100.0% 100.0% 0.0%

Real Assets

Cash

TOTAL PORTFOLIO

Detail Actual vs Target Allocation

Asset Class / Style

Fixed Income



 



U.S. Equity Managers 1 



U.S. Equity Managers 2 



U.S. Equity Managers 3 



U.S. Equity Managers 4 



U.S. Equity Managers 5 
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U.S. Equity Managers 7 
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Non-U.S. Equity Managers 1 
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Non-U.S. Equity Managers 8 



 



Fixed Income Managers 1 
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Fixed Income Managers 7 
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