February 2025 IC Meeting

Schedule Friday, February 21, 2025 10:00 AM — 12:00 PM CST
Venue 4700 Mueller Blvd., Austin TX 78723

Organizer Sarah McCleary
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1. Call roll of Committee members
Presented by Ed Van Eenoo
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COAERS Agenda liem Information Sheet

AGENDA ITEM 1:
Call roll of Committee members

AGENDA ITEM OBJECTIVE

The objective of the agenda item is to determine for the record which Trustees are
present at the start of the meeting.

Please note that logging in to this meeting in real-time on Convene will automatically
mark you as “present’. Sarah will indicate in the minutes if you are in person or virtual. If
there are any Trustees who have not yet logged into Convene, please indicate to Sarah
so she can mark you as present.



2. Review order of business and establish

meeting objectives
Presented by Ed Van Eenoo
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COAERS Agenda liem Information Sheet

AGENDA ITEM 2:
Review order of business and establish meeting objectives

AGENDA ITEM OBJECTIVE

This agenda item provides Trustees the opportunity to review the order of business and
to express a desire to take an agenda item out of order, and to discuss the key
objectives of the meeting.

=

The Committee will discuss the Committee’s 2025 Work Plan.

2. The Committee will receive reports on fourth quarter 2024 investment
performance and capital markets, as well as compliance.

3. The Committee will discuss capital market assumptions and the current
strategic asset allocation

4. The Committee will discuss Global Equities asset class

5. The Committee will discuss the timeline and details for the private markets

consultant Request for Proposals process

RELEVANCE TO STRATEGIC PLAN

This agenda item meets COAERS Strategic Plan Goal 4: Identify and implement
leading practices in board governance, pension administration, and investment
management. It is an industry best practice to establish meeting objectives and review
them at the outset of each meeting.




3. Receive public comments
Presented by Ed Van Eenoo
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COAERS Agenda liem Information Sheet

AGENDA ITEM 3:
Receive public comments

AGENDA ITEM OBJECTIVE
This standing agenda item allows System members and members of the public the
opportunity to provide comments to the Board.

ITEM SUMMARY
The Chair will recognize any person who wishes to comment for up to three minutes per
person.

RELEVANCE TO STRATEGIC PLAN/CORE COMPETENCIES

This agenda item meets the core competency established in the COAERS Strategic
Plan “Transparency: Complying with open meeting and public information laws to
ensure the decision-making process is clear to members and the public.”




4. Consider approval of the November 22
and December 17, 2024 Investment

Committee minutes
Presented by Ed Van Eenoo
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COAERS Agenda liem Information Sheet

AGENDA ITEM 4.
Consider approval of the November 22 and December 17, 2024
Investment Committee minutes

AGENDA ITEM OBJECTIVE

This standing agenda item seeks approval of the minutes from the prior Investment
Committee meeting. The charter for the Investment Committee requires the Committee
to keep minutes of its meetings.

RECOMMENDATION FOR COMMITTEE ACTION
Staff recommends approval of the minutes of the November 22 and December 17, 2024
Investment Committee meeting.

RELEVANCE TO STRATEGIC PLAN

This agenda item meets the core competency established in the COAERS Strategic
Plan “Transparency: Complying with open meeting and public information laws to
ensure the decision-making process is clear to members and the public.”

ATTACHMENTS
1. Draft minutes of November 22, 2024 Investment Committee meeting
2. Draft minutes of December 17, 2024 Investment Committee meeting




COAERS

CITY OF AUSTIN
EMPLOYEES" RETIREMENT SYSTEM

Investment Committee
MINUTES
4700 Mueller Blvd., Austin TX 78723
Friday, November 22, 2024 10:00 AM
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Committee Member
Present/(Absent)

Ed Van Eenoo, Committee

Chair

Michael Granof
Dick Lavine
(Brad Sinclair)
Diana Thomas

Guests:
Leo Festino, Meketa

Stephanie Sorg, Meketa

Other Board Trustees
Present/(Absent)
Michael Benson (arr. 10:34)
(Kelly Crook)

Yuejiao Liu

(Chris Noak)

(Leslie Pool)

Anthony Ross

Paige Saenz, General Counsel

Gar Chung/Fin News*

*

present telephonically

T present via videoconference

1 Call roll of Committee members

Others Present
Staff:
Christopher Hanson
David Kushner
David Stafford
Ty Sorrel

Kelly Doggett
Sarah McCleary
Jenni Bonds
Yun Quintanilla
Russell Nash
Candace Nolte*
Mehrin Rahman

Committee Chair Van Eenoo called the meeting to order at 10:05 a.m. The following
Committee members were present in person: Van Eenoo, Granof, Lavine, and

Thomas.

2 Review order of business and establish meeting objectives

Committee Chair Van Eenoo referred Trustees to the order of business and meeting
objectives. Trustees agreed to take agenda item #5 out of order and hear those
reports after agenda item #8.

3  Receive public comments

Committee Chair Van Eenoo asked if any members of the public wished to speak,
either now or during an agenda item. There were no comments.

4  Consider approval of the August 22, 2024 Investment Committee minutes

Committee Chair Van Eenoo asked the Committee to review the Investment
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November 2024 IC Meeting

Committee minutes. Ms. Diana Thomas moved approval of the August 22, 2024
Investment Committee minutes. Mr. Michael Granof seconded. The motion passed
4-0.

5 Review of total portfolio, asset class, investment manager performance, and
compliance reports for the second quarter

This item was heard out of order, after agenda item #8.

Stephanie Sorg of Meketa presented the results from the third quarter. As of
September 30, 2024, the market value of the COAERS portfolio was $3.6 billion, an
increase of $199.8 million from the end of the second quarter. For the third quarter
of 2024, the portfolio posted a return of 6%, which lagged the policy and passive
benchmark returns, but exceeded the peer median performance.

Ms. Sorg reported that the portfolio’s absolute performance during the quarter was
primarily driven by strong performance within the Global Equity and Multi-Asset
classes.

6 Receive educational presentation on private equity

Mr. Leo Festino of Meketa delivered an educational presentation on private equity.
This presentation included information on private equity returns, risks, markets and
market sizes, potential implementation costs, and the importance of manager
selection, as well as the structure of costs and fees.

(For Pension Review Board educational credit, this agenda item started at 10:07 a.m. and
ended at 11:22 a.m.)

7 Discuss and consider COAERS investment policy statement and strategic
asset allocation

Committee Chair Van Eenoo asked Trustees to review the proposed Investment
Policy Statement (IPS) and strategic asset allocation. Mr. Christopher Hanson called
attention to several key changes, including the consolidation of the Investment
Implementation Policy (IIP) into the IPS, and that the changes were consistent with
recommendations by Meketa at the October 2024 workshop. He noted specific
areas of change including roles and responsibilities, rebalancing authority, phased
transition guidelines, performance goals, private markets considerations, manager
selection, and implementation. Committee members provided additional feedback
and suggested minor revisions in addition to those proposed by Meketa and Staff.

After discussion, Mr. Dick Lavine moved to direct Staff and Meketa to incorporate
into the proposed IPS an allocation of private equity to 8%, reducing the allocation to
public equity by 8%, and to discuss and incorporate Trustee feedback as they see fit
into a final Investment Policy Statement and bring that red-lined version back to the
December Investment Committee meeting. Mr. Granof seconded, and the motion
passed 4-0.

Page 2
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November 2024 IC Meeting

8

10

11

Discuss and consider request for proposal for Private Markets Consultant

Staff discussed the request for proposals and Trustees provided their feedback and
comments. Mr. Granof moved to refer to the Board for approval the non-
discretionary private markets RFP. Ms. Thomas seconded, and the motion passed
4-0.

Trustees took a break from 12:08 pm to 12:21 pm.

Discuss and consider 2025 investment resource budget

Mr. Hanson presented a proposed 2025 Investment budget. Mr. Hanson reported
that the proposed budget generally maintains level funding, except for certain
expenses which have inflation adjusted pricing.

Ms. Thomas moved to refer to the Board for approval the 2025 investment budget
as presented. Mr. Van Eenoo seconded, and the motion passed 4-0.

Discuss 2024 Investment Committee Work Plan and development of 2025
Committee work plan

Mr. Hanson noted the Committee accomplished a significant amount of work in
2024. Mr. Hanson presented a draft of the 2025 Work Plan. Mr. Lavine moved to
direct Staff to coordinate with the Investment Committee Chair to reorganize the
work plan by category and bring the reorganized plan back to the Committee in
December. Mr. Granof seconded, and the motion passed 4-0.

Call for future agenda items
Committee Chair Van Eenoo asked for any future agenda items.

As there were no further items to address, the meeting adjourned at 12:59 p.m.

Page 3
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COAERS

CITY OF AUSTIN
EMPLOYEES" RETIREMENT SYSTEM

Investment Committee
MINUTES
4700 Mueller Blvd., Austin TX 78723
December 17, 2024 9:00 AM

Committee Member Other Board Trustees

Present/(Absent) Present/(Absent) Others Present

Ed Van Eenoo, Committee (Michael Benson) Staff:

Chair Kelly Crook Christopher Hanson

Michael Granof (Yuejiao Liu) David Kushner

Dick Lavine Chris Noak David Stafford

(Brad Sinclair) (Leslie Pool) Ty Sorrel

Diana Thomas Anthony Ross Kelly Doggett
Sarah McCleary
Jenni Bonds

Guests: Russell Nash

Leo Festino, Meketa Mehrin Rahman

Stephanie Sorg*, Meketa Ash Perry

Mark McKeown*, Meketa* Amy Kelley*

Ricky Pamensky*, Meketa*
Paige Saenz, General Counsel

*

present telephonically
T present via videoconference

1 Call roll of Committee members

Committee Vice Chair Lavine called the meeting to order at 9:01 a.m. The following
Committee members were present in person: Granof, Lavine, and Thomas. Chair Van
Eenoo was present via videoconference.

2 Review order of business and establish meeting objectives

Committee Vice Chair Lavine referred Trustees to the order of business and meeting
objectives. No changes were made to the order of business.

3 Receive public comments

Committee Vice Chair Lavine asked if any members of the public wished to speak,
either now or during an agenda item. There were no comments.

Page 1
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December 2024 IC Meeting

4 Discuss and consider Fixed Income recommendations

Mr. Leo Festino of Meketa presented the fixed income manager search process. He
stated that Meketa evaluated each candidate manager’s organization, investment
team, investment philosophy, investment process, investment performance, and
management fees.

Mr. Dave Stafford reported on Staff work alongside Meketa in the areas of mandate
specification, universe screening, desk review, and semi-finalist diligence.

Both Meketa and Staff recommended a structure of three mandates for the Fixed
Income portfolio, providing diversification, liquidity, and income to the COAERS Fund.

Mr. Michael Granof moved to refer to the Board for approval the recommendations
related to the Fixed Income portfolio. Ms. Diana Thomas seconded, and the motion
passed 4-0.

5 Discuss and consider Investment Policy Statement and repeal of Investment
Implementation Policy

Mr. Christopher Hanson presented revisions to the Investment Policy Statement (IPS)
draft that had been discussed at the November Investment Committee meeting. He
also explained that the Investment Implementation Policy was no longer needed as it
was incorporated into the IPS.

Mr. Granof moved to refer to the Board for approval the adoption of the Investment
Policy Statement along with a repeal of the Investment Implementation Policy. Ms.
Thomas seconded, and the motion passed 4-0.

6 Review 2025 Investment Committee Work Plan

Mr. Hanson presented a draft of the 2025 Investment Committee Work Plan, re-
organized by priority as requested by the Committee in November. Trustees directed
Staff to move forward with the Work Plan in this format and present it to the new
Investment Committee in 2025.

7 Call for future agenda items

Committee Vice Chair Lavine asked for any future agenda items.

As there were no further items to address, the meeting adjourned at 9:43 a.m.

Page 2



5. Discuss 2025 Investment Committee

Work Plan
Presented by Ed Van Eenoo
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COAERS Agenda liem Information Sheet

AGENDA ITEM 5:
Review 2025 Investment Committee Work Plan

AGENDA ITEM OBJECTIVE
This agenda item is for the Committee to review the 2025 Committee Work Plan and
choose a fourth quarter meeting date.

RECOMMENDATION FOR COMMITTEE ACTION
At the Committee’s discretion.

ITEM SUMMARY

The Board originally considered December 4, 2025 for the Investment Committee’s
fourth quarter meeting date because November 20 conflicted; however, that date
presents a partial conflict for the COAERS consulting team. Early December dates
proposed by Meketa include December 2, December 9, and December 10.

RELEVANCE TO STRATEGIC PLAN

This agenda item meets COAERS Strategic Plan Goal 4: Identify and Implement
Best Practices. It is an industry best practice to establish and review Committee work
plans.

ATTACHMENT
1. Draft 2025 Committee Priorities and Work Plan
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COAERS

Investment Committee
CITY OF AUSTIN
EMPLOYEES' RETIREMENT SYSTEM 2025 Work Plan

2025 Investment Committee Priorities and Work Plan

Priority 1: Review and update Investment Policy Statement and Strategic Asset
Allocation

e February:
o Review 2025 capital market assumptions and current SAA
o Global Equities strategic review, benchmarking, and investment manager
fee analysis
e May:
o Fixed Income and Cash & Equivalents strategic review, benchmarking,
and investment fee analysis
e August:
o Real Assets strategic review, benchmarking, and investment manager fee
analysis
¢ November:
o Private Credit strategic review, benchmarking, and investment manager
fee analysis
o Annual review of IPS

Priority 2: Development of private markets program

e February:
o Discuss timeline for RFP process, bid submission, and establish review
committee
e April:

o Consultant RFP initial evaluation
o Consultant RFP Site Visits

e May:
o Consultant RFP recommendation to Board
e August:

o Discuss private markets program, including development of strategic plan,
pacing analysis, and 2025 funding plan
o Possible private markets manager recommendations
e November:
o Possible private markets manager recommendations
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CO/AERS Investment Committee

CITY OF AUSTIN 2025 Work Plan

EMPLOYEES' RETIREMENT SYSTEM

Priority 3: Monitor the performance of the investment portfolio, investment staff,
investment managers, and investment consultant

e February:
o Quarterly review of investment performance, strategy, implementation,
manager monitoring and compliance, implementation and related items
e May:
o Quarterly review of investment performance, strategy, implementation,
manager monitoring and compliance, implementation and related items
e August:
o Quarterly review of investment performance, strategy, implementation,
manager monitoring and compliance, implementation and related items
o Annual Review of General Investment Consultant

¢ November:
o Quarterly review of investment performance, strategy, implementation,
manager monitoring and compliance, implementation and related items
o Annual review of investment budget
o Annual risk report and review
o Development of draft 2026 committee Work Plan



6. Review of total portfolio, asset class,
investment manager performance, and
compliance reports for fourth quarter of
2024

Presented by Leo Festino and Stephanie Sorg,
Meketa
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C Olf\ E RS Agenda Item Information Sheet

AGENDA ITEM 6:
Review of total portfolio, asset class, investment manager performance, and compliance
reports for the fourth quarter of 2024

AGENDA ITEM OBJECTIVE
This agenda item is for the Committee to review the Fund’s performance through
December 31, 2024.

RECOMMENDATION FOR COMMITTEE ACTION
At the Committee’s discretion.

ITEM SUMMARY

Meketa will lead a review of the Fund’s performance through December 31, 2024.
Additionally, Staff has provided standard quarterly reports in a consolidated fashion.
Based on Trustee feedback to streamline meetings, standard quarterly reports have
been included in the supplemental materials.

RELEVANCE TO STRATEGIC PLAN

This item allows the Committee to review Fund performance and assess the extent to
which the System is meeting COAERS Strategic Plan Goal 1: Achieve and maintain
a funding level that ensures the long-term sustainability of the retirement system.
Long-term investment performance consistent with the investment program’s goals is
central to long-term system sustainability. Additionally, the agenda item allows the
Committee to review the Fund goals and compliance requirements to ensure the
System is fulfilling COAERS Strategic Plan Goal 2: Responsibly Manage the Risks
of the System.

ATTACHMENTS
1. Meketa Summary of Fund Performance 2024-Q4

SUPPLEMENTAL MATERIALS PROVIDED VIA CONVENE APP
1. Additional Investment Performance Reports
2. Additional Quarterly Staff Reports
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MEKETA

City of Austin Employees’ Retirement
System

February 21, 2025

Meeting Materials

MEKETA.COM
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M E KETA City of Austin Employees’ Retirement System

Agenda

1. Executive Summary

2. Performance Update as of December 31, 2024

e |
MEKETA.COM Page 2 of 18
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Executive Summary
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City of Austin Employees’ Retirement System

Economic and Market Update!

Executive Summary

Markets had mixed returns in the fourth quarter. US equities rose on optimism over potential pro-growth policies

from the incoming administration while inflation concerns and a strong dollar, respectively, weighed on bonds and

international equities.

Looking ahead, uncertainty related to the policies of the new Trump Administration and its impact on the economy,

inflation, and Fed policy will be key. The path of China’s economy and concerns over elevated valuations and
technology driven concentration in the US equity market will also be important focuses of 2025.

S&P 500

Russell 3000

MSCI ACWI

Russell 2000

FTSE NAREIT Equity
Bloomberg High Yield

MSCI Emerging Markets
Bloomberg Commodity Index
Bloomberg Short-Term TIPS
MSCI EAFE

Bloomberg US TIPS
Bloomberg Aggregate

JPM GBI-EM Global Diversified

1 Source: Bloomberg. Data is as of December 31, 2024.
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MEKETA.COM
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M EKETA City of Austin Employees’ Retirement System

Executive Summary

Executive Summary

-» As of December 31, 2024, the COAERS portfolio was valued at $3.5 billion, reflecting a $75.1 million pullback from
the end of the third quarter. In the fourth quarter of 2024, the portfolio returned -1.9%, underperforming the Policy
Benchmark (-1.8%) and peer median performance (-0.9%), but surpassing the Passive Benchmark return (-2.6%).

- Over the trailing one-year period, the COAERS portfolio returned 9.7%, which lagged the Policy Benchmark by -0.5%,
but outpaced the Passive Benchmark and peer median performance by 0.2% and 0.7%, respectively.

-» The portfolio’s risk volatility, as indicated by standard deviation, was below the Policy Benchmark but above the
peer group median for the trailing one-year period, at 6.8% versus 7.9% and 5.8%, respectively. The long-term
risk-adjusted return of the COAERS portfolio, as indicated by the Sharpe Ratio over the past five-year period,
matched the Policy Benchmark at 0.3, but was below peer group median of 0.4.

Return Summary

12% Summary of Cash Flows
QTD 1-Year
10% 07" g0, 9.0% —
Beginning MV $3,590,857,903 $3,222,615,819
8% 6100 6.9% Net Cash Flow -8,000,000 -16,376,072
6% 5.4% 5.3 Net Investment Change -67,113,637 309,504,518
" Ending Market Value $3,515,744,265 $3,515,744,265
° 2.5%

204 1. 3% 1 5%

|

-2% /l -0.9%

1.9% > 6%

-4%
QTD 1-Year 3-Year 5-Year

® COAERS Total Fund Policy Benchmark mPassive Benchmark Peer Median

s ——
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M EKETA City of Austin Employees’ Retirement System

Executive Summary

Report Card

Results

Category One-Year Three-Year Five-Year
Total Fund Absolute Performance Negative Positive Positive Positive
Total Fund Performance vs. Policy Benchmark Underperformed Underperformed Underperformed Underperformed
Total Fund Performance vs. Peers? 4th Quartile 2nd Quartile 4th Quartile 4th Quartile
% Active Public Managers Outperforming Benchmarks 50% 20% 25% 25%
Compliance with Targets In Compliance In Compliance In Compliance In Compliance
Return in Excess of Actuarial Target (6.75%) NM Yes No No

- The Total Fund experienced negative returns in the most recent quarter, but achieved positive absolute returns
across the one-, three-, and five-year periods. However, it underperformed the Policy Benchmark across all time
periods and did not exceed the actuarial target of 6.75% over the trailing three- and five-year periods.

¢ Underperformance versus the Policy Benchmark over the trailing five-year period is predominantly attributable to
manager selection/execution within the Global Equity sleeve. This exposure represents over 50% of the Total Fund
value and lagged its respective benchmark by -1.9% over the past five years (annualized), on average.

1 InvMetrics Public DB $1B - $5B net.
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M EKETA City of Austin Employees’ Retirement System

Executive Summary

Performance Drivers and Detractors

> The Global Equity composite was the primary detractor from the Total Fund’s relative underperformance compared
to the Policy Benchmark in the fourth quarter. The asset class represented roughly 59.5% of the COAERS portfolio
and returned -2.3%, which underperformed its benchmark by -1.1% and detracted -0.6% from the Total Fund’s
relative results.

e Within Global Equity, US Equity (1.6%) was the best performing sub-asset class within the Total Fund.
Conversely, Developed Markets Equity and Emerging Markets Equity were the two worst performing sub-asset
classes, returning -8.6% and -8.1%, respectively. US Equity, Developed Markets Equity, and Emerging Markets
Equity all underperformed their benchmarks by -0.9%, -1.1%, and -0.2%, respectively.

e [Foreign equity markets performed poorly over the fourth quarter due to increasing US dollar strength and
concerns of escalating trade tensions. The newly elected administration’s proposed policies, such as tariffs and
tax cuts, could increase deficit spending and stoke inflationary pressures, which led to a shift higher in interest
rate expectations and a stronger US dollar.

- Apart from Global Equity, all major asset classes contributed positively to the Total Fund'’s relative performance. Fixed
Income, although pulling back -1.9% in the quarter, outpaced its benchmark by 110 basis points. Representing the
second largest exposure within the COAERS portfolio (17.3%), the asset class contributed 0.2% to the Total Fund’s
relative results.

Within Fixed Income, all three sub-asset classes outperformed their respective benchmarks in the fourth quarter.
US Credit achieved the highest alpha, as the sub-asset class outpaced its benchmark by 2.3%. These results are
attributed to COAERS’ investment in the Blue Owl Diversified Lending Fund, which produced a 2.4% return. Since
Blue Owl is a Private Credit fund with valuations lagged by a quarter, its positive performance was reflective of the
broad strength fixed income asset classes experienced in the third quarter — when inflation reached multi-year lows
and the Federal Reserve cut rates for the first time since 2020.

E e |
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Performance Update
As of December 31, 2024
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City of Austin Employees’' Retirement System

MEKETA

Asset Allocation Compliance | As of December 31, 2024
Allocation vs. Targets and Policy

Policy Current

Balance Current Policy Difference Policy Range  Within IPS
(%) Allocation (%) (%) (%) (%) Range?

Global Equity 2,092,400,008 59.5 56.0 3.5 46.0 - 66.0 Yes

US Equity 1,339,583,069 38.1 34.0 41 22.0-47.0 Yes

Developed Markets Equity 525,813,043 15.0 16.0 -1.0 11.0-20.0 Yes

Emerging Markets Equity 227,003,896 6.5 6.0 0.5 2.0-13.0 Yes

Real Assets 462,657,936 13.2 15.0 -1.8 10.0 - 20.0 Yes

Real Estate Equity 288,344,238 8.2 10.0 -1.8 5.0-15.0 Yes

Infrastructure Equity 174,313,698 5.0 5.0 0.0 0.0-10.0 Yes

Fixed Income 607,356,546 17.3 21.0 -3.7 16.0 - 33.0 Yes

US Treasuries 377,608,997 10.7 13.0 -2.3 9.0-25.0 Yes

US Mortgages 73,954,031 21 4.0 -1.9 2.0-8.0 Yes

US Credit 155,793,517 4.4 4.0 0.4 1.0-10.0 Yes

Multi-Asset 154,175,329 4.4 7.0 -2.6 2.5-15.0 Yes

Asset Allocation 101,579,807 2.9 5.0 -2.1 2.5-10.0 Yes

Commodities & Other 52,595,521 1.5 2.0 -0.5 0.0-10.0 Yes

Cash & Equivalents 199,154,447 5.7 1.0 4.7 0.0 -10.0 Yes

15.0% US Dollar Instruments 154,128,703 4.4 1.0 3.4 -10.0 - 10.0 Yes

13.2% Other Currencies 45,025,744 1.3 0.0 1.3 0.0-2.0 Yes
Total 3,515,744,265 100.0 100.0 0.0

130§

Performance for Private Real Estate (Principal US Property), Private Infrastructure (IFM Global Infrastructure), and Private Credit (Blue Owl Diversified Lending Fund), as well as their respective benchmarks, are lagged by one quarter.

MEKETA.COM
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City of Austin Employees’' Retirement System

Total Fund Performance | As of As of December 31, 2024

Net Return Summary

3Yrs 5Yrs
(%) (%)

[ Policy Benchmark

[ InvMetrics All Public DB Plans $1B - $5B Median

10 Yrs
(%)

MEKETA.COM
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M E KETA City of Austin Employees' Retirement System
T
Total Portfolio Net Performance | As of December 31, 2024
Market % of QTD 1Yr 3Yrs 5Yrs 10 Yrs Since Inception
VEICES Portfolio (%) (%) (%) (%) Inception Date
Total Fund 3,515,744,265 100.0 -1.9 9.7 1.3 5.4 6.2 9.4 Jun-82
Policy Benchmark -1.8 10.3 1.9 6.1 6.4 --
Passive Benchmark -2.6 9.5 1.5 5.3 5.7 --
Global Equity 2,092,400,008 59.5 -2.3 13.2 2.6 7.8 8.2 9.0 Jun-88
MSCI AC World IMI Index (Net) -1.2 16.4 4.9 9.7 9.0 --
US Equity 1,339,583,069 38.1 1.6 19.7 5.5 1.1 10.5 10.8 Jun-88
US Equity Benchmark 2.5 24.7 8.1 14.0 12.6 11.1
Developed Markets Equity 525,813,043 15.0 -8.6 1.9 -1.4 4.3 5.9 4.8 Jan-08
Developed Market Equity Benchmark -7.5 5.0 2.0 5.2 5.3 2.9
Emerging Markets Equity 227,003,896 6.5 -8.1 6.2 -3.1 0.5 29 1.3 Mar-08
Emerging Markets Equity Benchmark -7.9 7.2 -2.0 1.6 3.6 1.9
Real Assets 462,657,936 13.2 -1.6 4.0 -0.2 3.5 5.3 5.9 Sep-04
Real Assets Benchmark -2.2 6.0 -0.7 3.6 5.2 7.6
Real Estate Equity 288,344,238 8.2 -3.1 1.8 -3.1 29 6.2 6.3 Sep-04
Real Estate Equity Benchmark -2.8 3.8 -3.7 3.3 6.7 7.8
Infrastructure Equity 174,313,698 5.0 1.1 7.7 5.7 3.8 - 3.8 Jan-20
Infrastructure Equity Benchmark -1.2 9.7 4.7 3.6 -- 3.6

The Policy Benchmark includes the Real Assets Benchmark, which incorporates the MSCI Burgiss Infrastructure Funds Benchmark as of 7/1/2024. The MSCI Burgiss Infrastructure Funds index is released quarterly, with returns lagging by one
quarter.

]
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M E KETA City of Austin Employees' Retirement System
T
Total Portfolio Net Performance | As of December 31, 2024
Market % of QTD 1Yr 3Yrs 5Yrs 10 Yrs Since Inception
VEICES Portfolio (%) (%) (%) (%) Inception Date
Fixed Income 607,356,546 17.3 -1.9 3.1 -2.6 -0.7 1.3 4.9 Feb-91
Global Fixed Income Benchmark -3.1 -1.3 -4.4 -1.9 0.4 4.6
US Treasuries 377,608,997 10.7 -2.2 1.2 -3.6 -0.6 - 0.5 May-19
Bimbg. U.S. Treasury Index -3.1 0.6 -2.9 -0.7 -- 0.2
US Mortgages 73,954,031 21 -3.0 21 -1.7 -0.5 -- -0.2 Aug-19
Blmbg. U.S. Mortgage Backed Securities -3.2 1.2 -2.1 -0.7 -- -0.4
US Credit 155,793,517 4.4 -0.7 9.0 -0.2 1.8 -- 24 Aug-19
Blmbg. U.S. Credit Index -3.0 2.0 -2.2 0.2 -- 0.9
Multi-Asset 154,175,329 44 -0.8 15.9 5.3 7.2 6.2 6.2 Feb-14
Multi-Asset Benchmark -2.6 9.5 1.5 5.2 5.7 5.6
Asset Allocation 101,579,807 2.9 -1.1 11.0 3.2 -- - 8.4 May-20
Multi-Asset Benchmark -2.6 9.5 1.5 -- -- 8.4
Commodities & Other 52,595,521 1.5 -0.3 26.8 11.6 -- - 9.1 Apr-20
Bloomberg Commodity Index Total Return -0.4 5.4 4.1 -- -- 13.3
Cash & Equivalents 199,154,447 5.7 11 5.2 4.0 25 -- 2.2 Jul-17
Bimbg. U.S. Treasury Bills: 1-3 Months 1.2 5.3 4.0 2.5 -- 2.3
US Dollar Instruments 154,128,703 4.4 1.1 5.1 3.9 2.4 - - Jun-88
Bimbg. U.S. Treasury Bills: 1-3 Months 1.2 5.3 4.0 2.5 1.8 --
Other Currencies 45,025,744 1.3 1.2 5.2 4.0 -- - 3.9 Dec-21
Bimbg. U.S. Treasury Bills: 1-3 Months 1.2 5.3 4.0 -- -- 3.9

]
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M E KETA City of Austin Employees' Retirement System
T
Total Fund | As of December 31, 2024
Annualized Return vs. Annualized Standard Deviation Annualized Return vs. Annualized Standard Deviation
1 Year Ending December 31, 2024 5 Years Ending December 31, 2024
12.0
11.2
10.4
T 96 ®
£ £
= =
K °
X 38 x
8.0
7.2
6.4
3.5 4.2 4.9 5.6 6.3 7.0 7.7 8.4 8.0 10.0 12.0 14.0 16.0
Risk (Standard Deviation %) Risk (Standard Deviation %)
Return Star.lda.ird Return Star.lda.lrd
Deviation Deviation
@ Total Fund 9.7 6.8 © Total Fund 54 12.5
A Policy Benchmark  10.3 7.9 A Policy Benchmark 6.1 14.9
— Median 9.0 5.8 — Median 6.9 10.8
Il 68% Confidence Interval Il 68% Confidence Interval

Peer Universe is InvMetrics All Public DB Plans $1B - $5B.
|
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M E KETA City of Austin Employees’ Retirement System

Total Fund Attribution | 1 Quarter Ending December 31, 2024

Attribution Effects
1 Quarter Ending December 31, 2024

Total Fund

Global Equity

Global Fixed Income

Real Assets
Multi-Asset
Cash & Equivalents j
-1.8% 15% 1.2% -0.9% 0.6 % 0.3% 0.0% 0.3% 0.6% 1.0%

B Selection Effect  [] Allocation Effect [ Interaction Effect @ Total Effect

Attribution Summary
1 Quarter Ending December 31, 2024
Wtd. Actual Wid. Index Excess Selection Allocation Interaction
Return Return Return Effect Effect Effect
(%) (%) (%) (%) (%) (%)
Global Equity 2.3 -1.2 -1.1 -0.6 0.0 -0.1 -0.6
Global Fixed Income -1.9 -3.1 1.1 0.2 0.1 -0.1 0.2
Real Assets -1.6 2.2 0.7 0.1 0.0 0.0 0.1
Multi-Asset -0.8 -2.6 1.8 0.1 0.0 0.0 0.1
Cash & Equivalents 1.1 1.2 0.0 0.0 0.1 0.0 0.1
Total Fund -1.9 -1.8 0.0 -0.1 0.3 -0.2 0.0

]
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M E KETA City of Austin Employees’ Retirement System

Total Fund Attribution | 1 Year Ending December 31, 2024

Attribution Effects
1 Year Ending December 31, 2024

Total Fund
Global Equity

Global Fixed Income

Real Estate
Real Assets
Infrastructure & Other

Multi-Asset

Cash & Equivalents E

-4.8% -4.0% -3.2% 2.4 % -1.6% 0.8% 0.0% 0.8% 1.6% 2.0%

B Selection Effect  [] Allocation Effect

B Interaction Effect @ Total Effect

Attribution Summary
1 Year Ending December 31, 2024
Wid. Actual Wid. Index Excess Selection Allocation Interaction
)] Return Return Effect Effect Effect
(%) (%) (%) (%) (%) (%)
Global Equity 13.2 16.4 -3.2 -1.8 0.2 -0.1 1.7
Global Fixed Income 3.1 -1.3 4.3 1.0 0.6 -0.2 1.3
Real Estate -1.5 -0.1 -1.4 -0.2 0.1 0.0 -0.1
Real Assets 49 47 0.2 0.0 0.0 0.0 0.0
Infrastructure & Other 0.2 3.5 -3.2 -0.2 0.0 0.0 -0.2
Multi-Asset 15.9 95 6.5 04 0.0 -0.2 0.3
Cash & Equivalents 5.2 5.3 -0.1 0.0 -0.3 0.0 -0.3
Total Fund 9.7 10.3 -0.7 -0.7 0.5 -0.5 -0.7
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M E KETA City of Austin Employees’ Retirement System

Total Fund Risk Statistics vs. Peer Universe | As of December 31, 2024
Standard Sharpe Information Tracking
Deviation Ratio Ratio Error
6.0 0.8 0.6 -2.0

) ) ) - )
12.0 = 0.5 0.0 _ 4.0
140 o NN - 60
16.0 0.3 - -0.4 8.0
18.0 0.2 -0.6 10.0
5Yrs 5Yrs 5Yrs 5Yrs
(%) (%) (%) (%)
Total Fund 12.5 (83) 0.3 (98) -0.4 (100) 2.6 (4)
Policy Benchmark 14.9 (100) 0.3 (95) - 0.0 (1)
5th Percentile 8.3 0.6 0.4 2.6
1st Quartile 9.7 0.5 0.2 3.5
Median 10.8 0.4 0.0 4.8
3rd Quartile 11.9 0.4 -0.1 6.1
95th Percentile 134 0.3 -0.2 7.4

Parentheses contain percentile rankings. Calculation based on monthly periodicity. Peer Universe is InvMetrics All Public DB Plans $1B - $5B.

- |
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14.0
11.0
8.0
s
2 5.0
&
2.0
]
-1.0 ]
I Y .
-4.0
QTD
(%)
Total Fund -1.9 (92)
Policy Benchmark -1.8 (91)
5th Percentile 0.2
1st Quartile -04
Median -0.9
3rd Quartile -1.4
95th Percentile -2.0
Population 48

Parentheses contain percentile rankings.
Calculation based on monthly periodicity.

MEKETA.COM

InvMetrics All Public DB Plans $1B - $5B Net

1Yr

(%)
9.7 (37)
10.3 (27)

11.6
10.5
9.0
7.5
6.7

47
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City of Austin Employees’' Retirement System

Plan Sponsor Peer Group Analysis | As of December 31, 2024

3Yrs
(%)

1.3 (98)

1.9 (79)

4.2
3.2
2.5
2.0
1.3

45

5Yrs
(%)

5.4 (96)

6.1 (86)

8.9
7.5
6.9
6.4
5.5

44

10 Yrs
(%)

6.2 (86)
6.4 (71)

8.5
7.2
6.8
6.4
5.8

42
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MEKETA Disclaimer

THIS REPORT (THE “REPORT”) HAS BEEN PREPARED FOR THE SOLE BENEFIT OF THE INTENDED RECIPIENT (THE “RECIPIENT”).

SIGNIFICANT EVENTS MAY OCCUR (OR HAVE OCCURRED) AFTER THE DATE OF THIS REPORT, AND IT IS NOT OUR FUNCTION OR
RESPONSIBILITY TO UPDATE THIS REPORT. THE INFORMATION CONTAINED HEREIN, INCLUDING ANY OPINIONS OR
RECOMMENDATIONS, REPRESENTS OUR GOOD FAITH VIEWS AS OF THE DATE OF THIS REPORT AND IS SUBJECT TO CHANGE AT ANY
TIME. ALL INVESTMENTS INVOLVE RISK, AND THERE CAN BE NO GUARANTEE THAT THE STRATEGIES, TACTICS, AND METHODS
DISCUSSED HERE WILL BE SUCCESSFUL.

THE INFORMATION USED TO PREPARE THIS REPORT MAY HAVE BEEN OBTAINED FROM INVESTMENT MANAGERS, CUSTODIANS, AND
OTHER EXTERNAL SOURCES. SOME OF THIS REPORT MAY HAVE BEEN PRODUCED WITH THE ASSISTANCE OF ARTIFICIAL
INTELLIGENCE (“Al") TECHNOLOGY. WHILE WE HAVE EXERCISED REASONABLE CARE IN PREPARING THIS REPORT, WE CANNOT
GUARANTEE THE ACCURACY, ADEQUACY, VALIDITY, RELIABILITY, AVAILABILITY, OR COMPLETENESS OF ANY INFORMATION
CONTAINED HEREIN, WHETHER OBTAINED EXTERNALLY OR PRODUCED BY THE Al.

THE RECIPIENT SHOULD BE AWARE THAT THIS REPORT MAY INCLUDE AI-GENERATED CONTENT THAT MAY NOT HAVE CONSIDERED
ALL RISK FACTORS. THE RECIPIENT IS ADVISED TO CONSULT WITH THEIR MEKETA ADVISOR OR ANOTHER PROFESSIONAL ADVISOR
BEFORE MAKING ANY FINANCIAL DECISIONS OR TAKING ANY ACTION BASED ON THE CONTENT OF THIS REPORT. WE BELIEVE THE
INFORMATION TO BE FACTUAL AND UP TO DATE BUT DO NOT ASSUME ANY RESPONSIBILITY FOR ERRORS OR OMISSIONS IN THE
CONTENT PRODUCED. UNDER NO CIRCUMSTANCES SHALL WE BE LIABLE FOR ANY SPECIAL, DIRECT, INDIRECT, CONSEQUENTIAL,
OR INCIDENTAL DAMAGES OR ANY DAMAGES WHATSOEVER, WHETHER IN AN ACTION OF CONTRACT, NEGLIGENCE, OR OTHER TORT,
ARISING OUT OF OR IN CONNECTION WITH THE USE OF THIS CONTENT. IT IS IMPORTANT FOR THE RECIPIENT TO CRITICALLY
EVALUATE THE INFORMATION PROVIDED.

CERTAIN INFORMATION CONTAINED IN THIS REPORT MAY CONSTITUTE “FORWARD-LOOKING STATEMENTS,” WHICH CAN BE
IDENTIFIED BY THE USE OF TERMINOLOGY SUCH AS “MAY,” “WILL,” “SHOULD,” “EXPECT,” “AIM,” “ANTICIPATE,” “TARGET,” “PROJECT,”
“‘ESTIMATE,” “INTEND,” “CONTINUE,” OR “BELIEVE,” OR THE NEGATIVES THEREOF OR OTHER VARIATIONS THEREON OR COMPARABLE
TERMINOLOGY. ANY FORWARD-LOOKING STATEMENTS, FORECASTS, PROJECTIONS, VALUATIONS, OR RESULTS IN THIS REPORT ARE
BASED UPON CURRENT ASSUMPTIONS. CHANGES TO ANY ASSUMPTIONS MAY HAVE A MATERIAL IMPACT ON FORWARD-LOOKING
STATEMENTS, FORECASTS, PROJECTIONS, VALUATIONS, OR RESULTS. ACTUAL RESULTS MAY THEREFORE BE MATERIALLY
DIFFERENT FROM ANY FORECASTS, PROJECTIONS, VALUATIONS, OR RESULTS IN THIS REPORT.

PERFORMANCE DATA CONTAINED HEREIN REPRESENT PAST PERFORMANCE. PAST PERFORMANCE IS NO GUARANTEE OF FUTURE
RESULTS.

E e |
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COAERS Agenda liem Information Sheet

AGENDA ITEM 7:
Review 2025 capital market assumptions

AGENDA ITEM OBJECTIVE
This item is intended to provide the Committee background information on 2025 capital
market assumptions and review the current asset allocation.

RELEVANCE TO STRATEGIC PLAN

This agenda item is central to COAERS Strategic Plan Goal 1: Maintain a
Sustainable Retirement System. Income from the COAERS investment program
accounts for 60%-70% of future benefit payments from the System. The Committee
must regularly review the goals, assumptions, guidelines, and policies of the COAERS
investment program to maintain the System’s sustainability.

BACKGROUND

Each year, Capital Market Expectations are reviewed and updated. These assumptions
are then applied to COAERS existing Asset Allocation structure to ensure COAERS
may be expected to meet its return objectives and to determine whether a new study is
required.

ATTACHMENT
1. Meketa presentation “Capital Markets Expectations”
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Capital Markets Expectations
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M E K ETA Meketa Investment Group

2025 Capital Markets Expectations

Executive Summary

- We update our capital markets expectations (“CMEs”) each year in January.

e Capital markets are dynamic, and regular updates ensure that assumptions accurately reflect the current
market environment.

-» Changes in our CMEs are driven by shifts in the capital markets, including factors such as interest rates, credit
spreads, cap rates, and equity prices.

¢ Yields increased for much of the investment grade bond market, while credit spreads tightened, especially for
lower quality credit such as high yield.

e Stock market valuations continued to rise, especially in the US, where equity markets rallied at a faster pace
than the gain in earnings.

e Cap rates for real estate moved higher, while the rebound in buyout multiples lagged the valuation gains for
public markets.

e Not only did current Treasury yields increase, but projections for future Treasury yields also increased.

-» Our 10-year CMEs continue to be lower than our 20-year CMEs for every asset class, largely due to a higher
assumed “risk-free” rate in the future.

-» The return assumption decreased for two-thirds of the asset classes over the 10-year horizon, while it increased
for half the asset classes over the 20-year horizon.

- Our lower return assumptions over the 10-year horizon implies that investors might be well served by moderating
their return expectations for the next ten years.

s ——
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M E KETA Meketa Investment Group

2025 Capital Markets Expectations

Expected Return! and Changes for Major Asset Classes

10-year 20-year
Expected Expected
Return A From 2024 Return A From 2024
Asset Class
Cash Equivalents 2.8 +0.4 3.1 +0.6
Investment Grade Bonds 4.9 +0.3 5.8 +0.5
Long-term Government Bonds 5.0 +0.7 5.7 +0.7
TIPS 4.3 0.0 5.0 +0.3
High Yield Bonds 6.3 -0.2 71 +0.3
Bank Loans 6.3 -0.2 6.8 +0.2
Emerging Market Debt 6.3 NA 6.8 NA
Private Debt 8.7 -0.5 9.1 -0.1
US Equity 6.4 -0.5 8.4 -0.1
Developed Non-US Equity 7.2 -0.5 8.7 -0.2
Emerging Non-US Equity 71 -0.5 8.7 -0.2
Global Equity 6.7 -0.5 8.5 -0.2
Private Equity 9.8 -0.1 11.2 0.0
Real Estate 6.9 +0.6 8.5 +0.5
Infrastructure 7.2 -0.2 9.2 +0.2
Commodities 55 +0.6 5.9 +0.6
Hedge Funds 4.2 -0.3 6.0 +0.2
Inflation 2.3 -0.1 2.7 -0.1

" All returns listed are geometric returns.

|
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M_ E K ETA Meketa Investment Group

2025 Capital Markets Expectations

Setting Capital Market Expectations
-» Capital markets expectations (“CMEs”) are the inputs needed to determine the long-term risk and returns
expectations for a portfolio.
e They serve as the starting point for determining asset allocation.
-» Consultants (including Meketa) generally set them once a year.

e Our results are published in January and based on data as of December 31 for public markets and September 30
for private markets.

e Changes are driven by many factors, including interest rates, credit spreads, cap rates, and equity prices.
-» Setting CMEs involves crafting long-term forecasts for:

e Returns

e Standard Deviation

e Correlations (i.e., covariance)
- We do not assume any “alpha.”

-» For asset classes where there is no passive option (e.g., private markets) we include an assumption for
estimated fees. Therefore, all returns are net of fees expectations.

- Our process relies on both quantitative and qualitative methodologies.

I
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M E KETA Meketa Investment Group

2025 Capital Markets Expectations

Building 10-Year Forecasts

- Our first step is to develop 10-year forecasts based on fundamental models.
e Each model is based on the most important factors that drive returns for that asset class:

Equities Dividend Yield, GDP Growth, Valuation
Bonds Yield to Worst, Default Rate, Recovery Rate
Commodities Collateral Yield, Roll Yield, Inflation
Infrastructure Public IS Valuation, Income, Growth, Leverage
Natural Resources Price per Acre, Income, Public Market Valuation
Real Estate Cap Rate, Yield, Growth, Leverage
Private Equity EBITDA Multiple, Leverage, Public VC Valuation
Hedge Funds and Other Leverage, Alternative Betas

- The common components are income, growth, and valuation.
e Leverage and currency impact are also key factors for many strategies.

- ]
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M E K ETA Meketa Investment Group

2025 Capital Markets Expectations

Asset Allocation Policy Options

Current Asset

Allocation
(%)

Public Equity

Private Equity
Credit
~ Prvate Credit

Cash Equivalents

Investment Grade Bonds'
Real Assets?

Real Estate

Infrastructure 9

Gold 15
20-Year Expected Return (2025/2024) 85/84
10-Year Expected Return 72173
Standard Deviation 12.3/12.3
Sharpe Ratio 0.44/0.44

" Investment Grade Bonds includes Public Credit.
2 Real Assets utilizes actual portfolio weights as of 12/31/2024.

MEKETA.COM Page 6 of 16
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M E K ETA Meketa Investment Group

2025 Capital Markets Expectations

Modern Portfolio Theory Based Risk Analysis

2025 CME - Current
Scenario Asset Allocation (%)

Probability of Experiencing Negative Returns

Five Years 5.4

Ten Years 1.2

Twenty Years 0.1

Probability of Achieving at least a 6.75% Return

One Year 55.7
Five Years 59.8
Ten Years 62.6

Twenty Years 74.0

R
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Historical Negative Scenario Analysis?
(Cumulative Return)

Current
Asset
Allocation
Scenario (%)

Post-COVID Rate Hikes(Jan 2022-Oct 2023)
COVID-19 Market Shock (Feb 2020-Mar 2020)
Taper Tantrum (May - Aug 2013)

Global Financial Crisis (Oct 2007 - Mar 2009)

Popping of the TMT Bubble (Apr 2000 - Sep 2002)

LTCM (Jul - Aug 1998)

Asian Financial Crisis (Aug 97 - Jan 98)
Rate spike (1994 Calendar Year)

Early 1990s Recession (Jun - Oct 1990)
Crash of 1987 (Sep - Nov 1987)

Strong dollar (Jan 1981 - Sep 1982)
Volcker Recession (Jan - Mar 1980)
Stagflation (Jan 1973 - Sep 1974)

1 See the Appendix for our scenario inputs. In periods where the ideal benchmark was not yet available we used the next closest benchmark(s) as a proxy.
e
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2025 Capital Markets Expectations
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M_ E K ETA Meketa Investment Group

2025 Capital Markets Expectations

What is Driving the Changes From Last Year?

US equity markets rallied, pushing them to higher valuations, thus reducing their forward-looking returns.
Interest rates moved up, increasing yields and hence expected returns for higher quality bonds.

Credit spreads tightened, leading to lower yields for riskier fixed income assets.

Higher anticipated cash yields helped expected returns for hedge funds and related asset classes.

Cap rates for real estate moved up, pushing up the expected returns.

Higher anticipated long-term interest rates also provide a tailwind in our 20-year projections, as the bridge from
10 to 20 years is made via a risk premium being added to a (higher) future risk-free rate.

N N 4

e The market projection for the 10-year risk-free rate jumped from 4.57% to 5.42%.

I
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MEKETA.COM

Asset Class

Cash Equivalents
Investment Grade Bonds

Long-term Government Bonds

TIPS

High Yield Bonds

Bank Loans

Emerging Market Debt
Private Debt

US Equity

Developed Non-US Equity
Emerging Non-US Equity
Global Equity

Private Equity

Real Estate
Infrastructure
Commodities

Hedge Funds

Inflation

Return and Risk Data

10-year
Expected

Return
(%)
2.8
4.9
5.0
4.3
6.3
6.3
6.3
8.7
6.4
7.2
7.1
6.7
9.8
6.9
7.2
5.5
4.2
2.3

20-year
Expected
Return
(%)
3.1
5.3
5.7
5.0
7.1
6.8
6.8
9.1
8.4
8.7
8.7
8.5
11.2
8.5
9.2
5.9
6.0
2.7
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Meketa Investment Group

2025 Capital Markets Expectations

Standard
Deviation
(%)
1.0
4.0
12.0
7.0
11.0
10.0
11.0
15.0
17.0
18.0
22.0
17.0
25.0
15.0
18.0
17.0
7.0
NA
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M E KETA Meketa Investment Group

2025 Capital Markets Expectations

Equit Estate [Commod. Funds

Correlation Data

Investment Grade
Bonds

Long-term
Government Bonds

1.00

0.86 1.00

TIPS 0.77 0.61 1.00

High Yield Bonds 0.35 -0.03 0.47 1.00

US Equity 0.18 -0.13 0.25 0.74 1.00

Developed Non-US

. 0.28 -0.07 0.34 0.77 0.87 1.00
Equity

Emerging Market 026 -006 035 072 071 08  1.00

Equity
Private Equity 0.00 -0.10 0.03 0.66 0.90 0.83 0.79 1.00
Real Estate 0.26 0.07 0.16 0.56 0.53 0.49 0.42 0.48 1.00
Commodities -0.01 -0.24 0.27 0.48 0.48 0.55 0.59 0.23 0.15 1.00
0.31 0.14 0.32 0.65 0.64 0.68 0.59 0.51 0.61 0.41 1.00
Hedge Funds 0.15 -0.17 0.30 0.78 0.79 0.83 0.80 0.53 0.47 0.64 0.61 1.00

MEKETA.COM i Page 11 of 16
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Meketa Investment Group

2025 Capital Markets Expectations

The Big Picture: Higher Return for Similar Risk

- The relationship between long-term return expectations and the level of risk accepted is not static.

- The higher interest rates compared to a decade ago mean that many investors have greater flexibility in how they
structure a portfolio to achieve their target returns.

A 2015 12025
12 - -
Private Equity A EM Equity
10
EAFE Equity APrivate Equity
< Real Estate AEAF uﬁg‘fg“mﬁ -
<~ 8 High Yield Bonds - AEAFE.Eq
c g us EqUIty— HS.EGIH‘IW
2 =" Real Estate
ﬂd:’ - -
-
g 6 P - —‘
© - - -
o Core Bonds TIBS” < - High Yield Bonds
% - -
w4 _-
s L d
Cash re Bonds
L d
Cash” A TIPS
2 i
0
0 5 10 15 20 25 30

Standard Deviation (%)

" Expected return and standard deviation are based upon Meketa Investment Group’s 2015 and 2025 20-year capital market expectations.

MEKETA.COM

Page 12 of 16



Page 52 of 128

M E KETA Meketa Investment Group

2025 Capital Markets Expectations

Our 20-Year CMEs Since 2000

— Cash Equivalents TIPS —|nvestment Grade Bonds
—=High Yield Bonds = US Equity Developed Non-US Equity
- Emerging Market Equity Private Equity Real Estate

= Commodities
16%

14%

10% N\ A /\/\

. \ \\//‘¥__\ ~
8% \//\ /\
6% \/\_

4%

» /_\/v

0%
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M E KETA Meketa Investment Group

2025 Capital Markets Expectations

Our Track Record

Investment Grade Bonds TIPS
- Actual 10-year Return Forecast 20-year ER - Actual 10-year Return Forecast 20-year ER
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8%
7%
6%

= [N = INL L

4% [T}TTTTMjL WW]

0,
3% J 3°A’ l
2% l l 2%
1% 1%

7%

o e Tm—

0% 0%
N D> L O DA DO OSSN0 S & & L &P LY L0
L T LTSN N NN
ST T T TS TFTTT ST S & PP FT ST S
High Yield Bonds Core Real Estate
. ==Actual 10-year Return Forecast 20-year ER . = Actual 10-year Return Forecast 20-year ER
15% Actual 20-year Return 15%

w AN o ]
Wil HIJH\M::H\HH

3%
0% 0%

_
_
'—

—Z—|

MEKETA.COM Page 14 of 16



MEKETA

Page 54 of 128

Meketa Investment Group

2025 Capital Markets Expectations

Our Track Record (continued)

US Equity

20%

(L]

- Actual 10-year Return Forecast 20-year ER
Actual 20-year Return

Emerging Markets Equity
- Actual 10-year Return Forecast 20-year ER
24% Actual 20-year Return
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M EKETA Disclaimer

These materials are intended solely for the recipient and may contain information that is not suitable for all investors. This presentation is
provided by Meketa Investment Group (“Meketa”) for informational purposes only and no statement is to be construed as a solicitation or
offer to buy or sell a security, or the rendering of personalized investment advice. The views expressed within this document are subject
to change without notice. These materials include general market views and each client may have unique circumstances and investment
goals that require tactical investments that may differ from the views expressed within this document. There is no agreement or
understanding that Meketa will provide individual advice to any advisory client in receipt of this document. There can be no assurance
the views and opinions expressed herein will come to pass. Any data and/or graphics presented herein is obtained from what are
considered reliable sources; however, its delivery does not warrant that the information contained is correct. Any reference to a market
index is included for illustrative purposes only, as an index is not a security in which an investment can be made and are provided for
informational purposes only. For additional information about Meketa, please consult the Firm’s Form ADV disclosure documents, the
most recent versions of which are available on the SEC’s Investment Adviser Public Disclosure website (www.adviserinfo.sec.gov) and
may otherwise be made available upon written request.
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COAERS Agenda liem Information Sheet

AGENDA ITEM 8
Discuss and consider Global Equities asset class including strategic asset allocation,
benchmarking, and investment fee analysis

AGENDA ITEM OBJECTIVE
This agenda item is for the Committee to review the strategy for the Global Equities
portfolio.

RECOMMENDATION FOR COMMITTEE ACTION
Meketa recommends the Committee direct Meketa and Staff as is laid out on the “Next
Steps” page in their presentation.

ITEM SUMMARY

This agenda item will review the Global Equities portfolio and related strategy and
implementation considerations. The Consultant will provide an asset class structure
review for Global Equities, including recommendations for consideration. This review
will discuss the functional role, implementation styles, benchmarks, and fees of the
asset class. Staff has provided their thoughts on the associated recommendations in a
separate memo.

RELEVANCE TO STRATEGIC PLAN

This item allows the Committee to review Fund performance and assess the extent to
which the System is meeting COAERS Strategic Plan Goal 1: Achieve and maintain
a funding level that ensures the long-term sustainability of the retirement system.
Long-term investment performance consistent with the investment program’s goals is
central to long-term system sustainability.

ATTACHMENTS
1. Meketa Presentation: Global Equity Structure Review
2. Staff Memo: Global Equities Structure Review (Confidential)

SUPPLEMENTAL MATERIALS
1. Meketa Presentation: Global Equity Market — Current Environment
2. Staff Report: Global Equity Market & Portfolio Review
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Employees’ Retirement System
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M E KETA City of Austin Employees’ Retirement System

Agenda

1. Introduction

2. Summary & Recommendations
e Summary of Considerations
e Proposed Asset Class (Global Equity) Guidelines
e Next Steps

3. Structure Review

e Functional Role of Global Equity in COAERS
Portfolio - Growth

e Active vs. Passive Investing

e Regional vs. Global Investing

e Large Cap vs. Small Cap

e US Equity

e Non-US Developed Markets Equity
e Emerging Markets Equity

e Benchmark Review

4. Managers Fee Review
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M E KETA City of Austin Employees’ Retirement System

Introduction

Introduction

- This presentation provides a comprehensive review of the COAERS Global Equity portfolio structure.

-» The assessment will first highlight the functional role of the asset class within the broader strategic asset allocation,
and then dive into themes driving the makeup of the asset class (e.g., active vs. passive management, global
vs. regional, market capitalization, and investment styles), underwrite the sub-asset classes and investment
strategies within Global Equity (US, non-US developed, and emerging markets), and reassess the underlying
benchmarks and fee schedules at both the asset class and strategy level.

- We also provide an update on the global equity market, highlighting the current environment in relationship to past
performance cycles (in the appendix).

- With the current environment in mind, the goal of this review is to reaffirm the aspects of the current structure that
we believe are best in class and appropriate for COAERS and suggest adjustments where needed in an effort to
both improve the long-term success of the portfolio as well as align the assets with the investment beliefs,
objectives, and constraints of the Investment Policy Statement.

- We include the summary and recommendations at the beginning of the document for ease of reference.

]
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Introduction

Background

- COAERS currently has a 45% strategic policy target to Global Equity, which consists of US, non-US developed,
and emerging markets assets.

e Historically, COAERS has had a higher allocation (60%) to Global Equity, but has gradually reduced that
allocation over recent periods and introduced more diversifying asset classes such as Private Credit and

Private Equity. These remain largely unfunded; thus the actual Global Equity allocation exceeds its long term
target.

History of SAA Targets

m Cash & Equivalents Multi-Asset ®mFixed Income mPrivate Credit mReal Assets Private Equity = Global Equities

100%

80% 45%

60%

40% 15%

10%
20%

21%

0% 1%
2015 2018 2019 2021 2022 2024 Approved SAA
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M E KETA City of Austin Employees’ Retirement System

Summary & Recommendations

Proposed Asset Class (Global Equity) Guidelines
- Meketa concurs with Staff’'s adoption of the following Global Equity Guidelines, as directed by the Board:

Functional Role: Growth; Asset Class: Global Equity (Strategic Long Term Target Allocation 45%; Range of 38% to 63%)

Benchmark MSCI ACWI IMI Net

US Equity (Allocation) Passive: 75 — 100% Active: 0 — 25%
Developed Markets Equity (Allocation) Passive: 30 — 50% Active: 50 — 70%
Emerging Markets Equity (Allocation) Passive: 25 — 45% Active: 55 — 75%
Tracking Error Less than 2.0% relative to the Global Equity Custom Benchmark

Market Capitalization Relative to policy benchmark: Large cap +/- 5%; Mid-cap +/- 5%; Small-cap +/- 5%

Geography Region relative to policy benchmark: US +/- 5%; Developed Ex-US +/- 5%; Emerging Markets +/-5%

Equity Manager Diversification Active: Single equity strategy shall not exceed 5% of total COAERS portfolio.

Currency hedging Strategies retained may be allowed hedging for defensive purposes only

Leverage Prohibited at the asset class level, though strategies retained may be granted the use of leverage on a case-by-case basis

e S
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M E KETA City of Austin Employees’ Retirement System

Structure Review

Functional Role of Global Equity in COAERS Portfolio — Growth

Requires exposure to economic engine in order to succeh
Often utilize significant levels of financial/economic leverage
Often linked closely to overall economic success/failure

Long-term holding periods often result in significant growth

in purchasing power/wealth )

-» As a Growth investment within the functional framework, Global Equity’s role is to be the driver of long-term total
Fund returns.

-» According to Meketa’'s 2025 Capital Market Expectations (“CMEs”), global equities have an 8.5% annualized
average expected rate of return (20-year projection), with a 17% standard deviation.

- The asset class provides global equity market exposure (beta). Excess returns (alpha) are a secondary
consideration achieved through select active management.

e Passive investment exposure should be utilized to obtain market beta by closely tracking broad market indexes.
¢ Active investment management should be implemented to seek alpha in less efficient market segments.

e S
MEKETA.COM Page 11 of 52



Page 69 of 128
M E KETA City of Austin Employees’ Retirement System

Structure Review

Global Equity Structure Review Goals

- Low-cost beta foundation - through index funds
- Excess returns - through active management

- Market neutral - market cap, region, and sector neutral — seek no persistent style bets vs. MSCI ACWI IMI index,
save for occasional exceptions

- Simplicity — avoid duplication

- Manager concentration - meaningful allocation size, but no manager so significant that it could skew the total
portfolio

eSS S sEsE———————M————————————————————
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Structure Review

Current Global Equity Portfolio (net)
As of December 31, 2024

% of Since
Market Value % of Total Global One-Year Three-Year Five-Year 10-Year Inception

Trailing Performance (%) Fund Equity (%) (%) (%) (%) (%)

Global Equity 2,092,400,008 59.5 100 13.2 26 7.8 8.2 9.0
MSCI AC World IMI Index 16.4 4.9 9.7 9.0 -

US Equity 1,339,583,069 38.1 64.0 19.7 5.5 111 10.5 10.8

US Equity Benchmark 24.7 8.1 14.0 12.6 11.1
Developed Markets Equity 525,813,043 15.0 251 1.9 -1.4 43 5.9 438
Developed Markets Equity Benchmark 5.0 2.0 5.2 5.3 2.9
Emerging Markets Equity 227,003,896 6.5 10.8 6.2 -3.1 0.5 29 1.3
Emerging Markets Equity Benchmark 7.2 -2.0 1.6 3.6 1.9

- COAERS’ Global Equity returns, while strong in absolute terms, have underperformed the benchmark over all
measurable time periods.

- The Developed Markets sub composite, however, has outperformed its benchmark for periods longer than
10 years.

MEKETA.COM Page 13 of 52
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City of Austin Employees’ Retirement System

Structure Review

Global Equity Portfolio Positioning

u Global Equity MSCI ACWI IMI
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- COAERS’ Global Equity portfolio is underweight the largest capitalization companies.
- Geographically, COAERS Global Equity portfolio resembles the broad MSCI ACWI IMI index composition.

MEKETA.COM
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M E KETA City of Austin Employees’ Retirement System

Structure Review

Current Global Equity Portfolio — US Equity (net)
As of December 31, 2024

Market % of Total % of US  One-Year Three-Year Five-Year = Ten-Year Since
Trailing Performance Value Fund Equity (%) (%) (%) (%) Inception (%)
BNYM Dynamic US Equity NL 317,977,338 9.0 23.7 22.7 6.0 13.1 - 14.1
S&P 500 Index 25.0 8.9 14.5 - 14.6
NT MSCI USA IMI Index Fund 638,264,035 18.2 47.6 - - - - 8.9
MSCI USA IMI (Net) - - - - 8.7
SSGA MSCI USA Small Cap Index 54,742,152 1.6 4.1 12.0 3.2 - - 12.8
MSCI USA Small Cap Index (Net) 11.6 2.7 -- -- 12.3
SSGA MSCI USA EW Index 328,599,544 9.3 245 14.9 3.9 - - 13.2
MSCI USA Equal Weighted Index (Net) 14.2 3.3 - -- 12.6

- The BNYM Dynamic US Equity Fund is currently the only actively managed US Equity strategy. For an active
strategy, the fund has a substantial weight of 9.0% within the portfolio. The fund has lagged over all trailing time
periods since inception.

- The passive US Equity strategies appear to have modestly outperformed their benchmarks over recent time
periods. However, the perceived outperformance is a result of using “net” benchmarks. In the context of public
equity benchmark performance, “net” returns are unrelated to asset management fees. Instead, “net” and “gross”
refer to whether an index’s returns are calculated by deducting withholding taxes from dividends prior to
reinvestment. The differences between “net” and “gross” benchmarks will be explained in more detail in the
Benchmark Review section.

eSS e———MMASR
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US Equity Market Cap Comparison

- COAERS’ US Equity portfolio has an underweight to the largest market cap stocks.

MEKETA.COM
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M E KETA City of Austin Employees’ Retirement System

Structure Review

Current Global Equity Portfolio — Developed Markets Equity (net)
As of December 31, 2024

% of Since
Market Total % of DM One-Year Three-Year Five-Year Ten-Year Inception
Trailing Performance Value Fund Equity (%) (%) (%) (%) (%)
Walter Scott Dev Mkts Int’| Equity 202,774,783 5.8 38.6 -2.0 -3.2 43 7.2 8.0
MSCI EAFE (Net) 3.8 1.6 4.7 5.2 5.8
1607 Capital Partners Int'l Equity EAFE 164,308,609 4.7 31.2 3.9 -1.4 44 5.7 7.0
1607 Capital Partners Int'| Eq EAFE Custom Index 4.3 1.3 4.5 5.1 5.6
NT MSCI World ex US Small Cap Index 16,935,261 0.5 3.2 43 -2.0 35 - 3.3
MSCI World ex US Small Cap Index (Net) 2.8 -2.8 2.9 -~ 2.8
BNYM DB Dynamic Global Ex US Eq 30,606,872 0.9 5.8 3.8 -1.4 2.8 - 4.8
MSCI AC World ex USA (Net) 5.5 0.8 4.1 - 6.0
NT MSCI World Ex US IMI Index Fund 111,187,518 3.2 211 - - - - -1.9
MSCI World ex US IMI Index (Net) -- -- -- -- -1.8

- Despite recent underperformance from Walter Scott and 1607 Capital Partners, they have both had strong relative
performance over longer time periods.

- BNYM DB Dynamic Global Ex US Equity has underperformed over all trailing time periods since inception.

e S
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M E KETA City of Austin Employees’ Retirement System

Structure Review

Developed Markets Market Cap Comparison

- COAERS’ developed markets equity market cap breakdown is fairly market neutral to the benchmark.

® Developed Markets Equity MSCI World ex US IMI
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M E KETA City of Austin Employees’ Retirement System

Structure Review

Current Global Equity Portfolio — Emerging Markets Equity (net)
As of December 31, 2024

0,
'I'/gtzfl % of EM One-Year  Three-Year Five-Year Ten-Year Since Inception
Trailing Performance Fund Equity (%) (%) (%) (%) (%)
Baillie Gifford EM Equity Class 3 137,359,310 3.9 60.5 6.0 -3.7 1.0 - 6.1
MSCI Emerging Markets (Net) 7.5 -1.9 1.7 -- 4.6
NT MSCI Emerging Markets IMI Index Fund 89,644,586 2.5 39.5 -- -- -- -- 3.3
MSCI Emerging Markets IMI (Net) -~ -- -- -- 3.5

- Baillie Gifford EM Equity has added value since inception but trails its benchmark over recent periods.

MEKETA.COM Page 19 of 52



Page 77 of 128
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Structure Review

Emerging Markets Market Cap Comparison

- COAERS’ emerging markets equity has a small cap underweight relative to the MSCI Emerging Markets IMI index.
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M E KETA City of Austin Employees’ Retirement System

Structure Review

Active vs. Passive Investing

> Active management aims to add value by achieving higher returns or reducing risk compared to market
benchmarks. Active managers try to outperform by selecting specific securities, strategies, or sectors. However,
this approach carries risks, including the potential for underperformance, unintentionally large bets, personnel
issues, and challenges in managing large asset pools. A sound investment strategy recognizes these risks.

- Market efficiency varies, with some markets being more efficient than others based on the value added by active
managers, on average. Superior manager selection can add value across asset classes, but it's unrealistic to
expect all managers to achieve top quartile returns. In highly efficient markets, passive management is more likely
to succeed due to its low fees and ability to replicate market segment returns. Passive strategies are ideal for
achieving broad diversification at very low costs.

- Some areas of the global equity universe tend to be more conducive to passive management, while others may be
more conducive to active management. However, it is challenging to identify persistent long-term outperforming
managers before the fact in all areas. Therefore, in the majority of equity market segments, active management
has not added consistent value, net of fees, and adjusted for risk.

- Research shows outperformance in certain segments is more likely (e.g. small cap stocks and emerging markets).
The chart below plots the ranking of the index within each of the main global equity universes. Only small cap
stocks and emerging markets index return plot in the 60th to 70th percentiles. All others range from median-like
performance to top decile for growth US. Equities.

- Analyses over other time periods have generally arrived at similar outcomes. In addition, the magnitude of
dispersion of returns within equity managers is relatively narrow when compared to alternative asset classes such
as buyouts and venture capital. As a result, most investors would benefit from use of passive approaches in the
majority of their equity book.

]
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Structure Review

Active vs. Passive Investing (continued)

eV Universe Performance (Net of Fees) Trailing 10 Years as of 9/30/2024
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- In most public asset classes outside of the US, the median manager’s “alpha” is positive, before fees.

- The asset classes with the highest median outperformance were US small cap equity, EAFE equity, and emerging
market equity.

- The highest outperforming asset classes are those considered to be less efficient, though they often tend to be
associated with higher fees.
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Structure Review

Active vs. Passive Investing (continued)
-» In some cases, the median fee for an asset class wholly mitigates the gross outperformance, driving the median
excess return below zero.
- However, these represent “rack rate” fees, and an investor can often negotiate lower fees.

-» Given the above analyses, we believe the only places that may merit active management for an institutional fund
like COAERS are small cap and foreign market stocks.

e Small Cap:

— Small cap stocks have more limited analyst coverage, creating opportunities for active managers to uncover
undervalued companies.

— Historical data shows that active managers in the small cap space have a higher likelihood of outperforming
their benchmarks.

e Developed & Emerging Markets:
— Active managers can navigate political, economic, and currency risks more effectively in these markets.

— In addition, emerging markets are characterized by higher volatility and diverse economic conditions, where
local knowledge and active management can add significant value.

- However, it would be prudent to understand drawbacks of active management, which include:
e Higher Costs:

— Active funds typically have higher expense ratios compared to passive funds due to the costs associated with
research, analysis, and portfolio management. Portfolio turnover is also typically higher, adding to overall costs.

— These higher costs can erode returns over time, making it more challenging for active managers to
consistently outperform their benchmarks net of fees and adjusted for risk.

]
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M E KETA City of Austin Employees’ Retirement System

Structure Review

Active vs. Passive Investing (continued)

e Performance Consistency:
— Consistently outperforming the market is difficult, and many active managers fail to do so over the long term.

— Studies have shown that a significant percentage of active funds underperform their benchmarks, especially
after accounting for fees and expenses.

COAERS Current Status

- COAERS’ Investment Policy Statement states that “implementation should occur passively and in public markets
unless a high likelihood of success on a risk-adjusted, net-of-fees basis can be expected from other approaches.”

-» Currently, COAERS employs five active managers and six passive managers within the Global Equity portion of
the portfolio.

- Within the Global Equity portion of the portfolio, about 59% of the assets are managed passively and 41% are
managed actively as of 12/31/2024.
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Structure Review

Active vs. Passive Investing (continued)

% of Global
Equity
Active 1,239,373,096 59%
Passive 853,026,912 41%

Market
Value as of

12/31/24 Active or
Fund Name (%) Passive
BNYM Dynamic US Equity NL 317,977,338 Active
NT MSCI USA IMI Index Fund 638,264,035 Passive
SSGA MSCI USA Small Cap Index 54,742,152 Passive
SSGA MSCI USA EW Index 328,599,544  Passive
Walter Scott Developed Markets Intl. Equity 202,774,783 Active
1607 Capital Partners Intl. Equity EAFE 164,308,609 Active
NT MSCI World Ex US Small Cap Index 16,935,261 Passive
BNYM DB Dynamic Global Ex US Equity 30,606,872 Active
NT MSCI World Ex US IMI Index Fund 111,187,518  Passive
Baillie Gifford EM Equity Class 3 137,359,310 Active
NT MSCI Emerging Markets IMI Index Fund 89,644,586 Passive

MEKETA.COM
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M E KETA City of Austin Employees’ Retirement System

Structure Review

Regional vs. Global Investing

-» A pension fund can invest in equities via two distinct approaches. A Global Approach involves investing in global
equities as a single, cohesive portfolio without distinguishing between regions. This method provides broad
exposure to global markets, allowing investors to benefit from worldwide economic growth and diversification
across various countries and sectors. Regional allocations are left to third party managers, with no control at the
staff or Board level.

- In contrast, the Regional Approach breaks down investments into specific regions such as Domestic Equity,
Developed Market Equities, and Emerging Market Equities. This strategy allows for tailored exposure to the unique
economic and market conditions of each region, enhancing the potential for optimized returns and more controlled
risk management.

- While both approaches are reasonable, most investors favor the regional approach. A global approach may be
more suitable for funds that don’t have investment staff or those that want to delegate that decision to managers.
In contrast, most funds with investment staff usually prefer to own that decision and exert control over the regional
allocation of capital. Below we highlight the advantages of the regional approach.

- Tailored Exposure

e The regional approach allows for more precise allocation of capital to specific regions, aligning with COAERS
investment objectives and risk tolerance.

e |t enables targeted exposure to the unique economic and market conditions of each region, enhancing the
potential for optimized returns.

- Risk Management

e By diversifying across different regions, the regional approach helps mitigate country-specific risks, such as
political instability, economic downturns, or currency fluctuations.

e This strategy provides a balanced risk-return profile, reducing the impact of adverse events in any single region.

]
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M E KETA City of Austin Employees’ Retirement System

Structure Review

Regional vs. Global Investing (continued)

-» Performance Monitoring

e The regional approach facilitates more granular performance monitoring and attribution analysis, allowing for
better assessment of each region's contribution to the overall portfolio.

e It enables the identification of underperforming regions and the implementation of timely adjustments to the
investment strategy.

- Flexibility and Customization

e The regional approach offers greater flexibility to adjust allocations based on evolving market conditions and
economic outlooks for specific regions.

¢ |t allows for customization of the investment strategy to capitalize on regional growth opportunities and sectoral
strengths.

COAERS Current Status

-» Currently, COAERS utilizes a Regional Approach, with dedicated target exposures and ranges to each of the three
main categories (US, Non-US Developed, and Emerging Markets).

Summary and Recommendation

- Meketa believes the Regional Approach that COAERS is currently taking is prudent and appropriate. We reaffirm
its continued role for COAERS. This strategy involves breaking down investments into specific regions such as US
Equity, Developed Market Equities, and Emerging Market Equities. By doing so, COAERS can tailor exposure to
the unique economic and market conditions of each region, enhancing the potential for optimized returns and more
precise risk management. By maintaining each regional exposure to within a 5% weight relative to the MSCI ACWI
IMI, COAERS is not targeting fixed regional allocations that could deviate meaningfully from market neutral weights.
The benchmark neutral approach is structured to limit tracking error and unintentional allocation effects.

]
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Structure Review

Large Cap vs. Small Cap

- Market capitalization measures a company's total market value based on its equity securities (outstanding shares
multiplied by current stock price). It does not account for revenues, employee count, or asset value. Meketa
Investment Group defines capitalization categories as follows: Small, Medium, and Large. Some investors further
segment the market into "microcap" and "mega cap" for the smallest and largest companies, highlighting the
arbitrary nature of these definitions. Historically, small-cap stocks have offered higher average annual returns with
greater volatility compared to large-cap stocks, a phenomenon known as "the small stock effect." Academic studies
attribute this to market inefficiencies and higher business risks associated with smaller companies. However, due
to the most recent run of the largest (mega) cap stocks, US small cap stocks presently trail large cap stocks across
all time periods (going back nearly 50 years!), questioning the validity of the small stock effect.

e lLarge cap stock companies are often industry leaders with established market positions, providing a solid
foundation for the portfolio.

e Small cap stocks companies present opportunities for higher growth and potential alpha generation.
These stocks are generally less covered by analysts, leading to market inefficiencies that skilled active
managers can exploit. However, they may also come with higher volatility and business risks.

COAERS Current Status

> As of 12/31/24, COAERS has a similar allocation to large, medium, and small capitalization stocks as the broad
benchmark it is compared to (the MSCI USA IMI index). COAERS has, however, a marked underweight position
to the largest companies in the US market, the mega caps, due to the holding of an equal weight, passively
managed, large cap portfolio.

]
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Structure Review
Large Cap vs. Small Cap (continued)
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- The price-to-earnings (P/E) ratio is a valuation metric that helps demonstrate the prices investors are willing to pay
for publicly traded company earnings (profits). Over the past 20 years, large cap and small cap P/E ratios have
been highly correlated. Even though the correlations have persisted over the last 4 years, the P/E ratios of large

cap stocks have risen substantially relative to their small cap counterparts and to a degree not seen in the past
couple decades.
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Structure Review

Large Cap vs. Small Cap (continued)

Summary and Recommendation

- As a result of holding the equal weight, large cap portfolio, which represents nearly one quarter of the US
composite, COAERS has an underweight to mega cap stocks. The Board has approved a protocol to unwind the
position over time as market dynamics change. Meketa has reviewed the approach and is supportive of it.

- Even though small cap US equities appear to be more reasonably priced than their large cap counterparts, we do
not recommend a strategic overweight to US small caps. Though it would be reasonable to overweight small caps
given current valuations, large caps could continue to outperform relative to small caps for some time to come.
Therefore, Meketa recommends taking active risk via active management in the small cap universe instead of
through an overweight position.

- Overseas, valuation concerns are more muted, and we do not recommend changes to COAERS allocations to
small cap stocks. Other than during exceptional times, we believe COAERS should maintain a balanced allocation
to large cap and small cap stocks, aligning roughly with the broad benchmark. This approach ensures broad market
exposure and mitigates the impact of market fluctuations.

]
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US Equity (continued)
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Non-US Developed Markets Equity (continued)
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Emerging Markets Equity

Key Considerations:
- Active vs passive allocations.
e Target a 25 - 45% allocation to passive strategies and a 55 - 75% allocation to active strategies.

— Emerging Markets are the least efficient of the 3 major regions. Active managers have historically been able
to add value, even in the large cap space. Despite the benefits of active management, COAERS should
consider maintaining moderate passive exposures in part to reduce tracking error and lower costs.

e Should the Trustees be uncomfortable with a single manager handling the bulk of the emerging market
composite, a search for a complementary manager to growth-biased Baillie Gifford could be considered.

— A search should focus on managers with value and small cap biases. Meketa does not view this search as
a priority and is comfortable with the current composite line up.

12/31/2024 MV Current Difference
Emerging Markets Equity 227,003,896
Baillie Gifford EM Equity Class 3 137,359,310 60.5% 60.0% -0.5%
NT MSCI Emerging Markets IMI Index Fund 89,644,586 39.5% 40.0% 0.5%

eSS SSe——M—
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Emerging Markets Equity (continued)

EM Equity - Distribution of Market Cap
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Global Equity Structure

- COAERS’ Investment Policy Statement prescribes a target allocation for Global Equity within the total Plan, and
for the regional allocations to be within 5% of their market cap weightings within the MSCI ACWI IMI. Although
current regional allocations are well within target ranges, Meketa provides marginal adjustments based on recent
equity market moves for consideration. Implementing these adjustments would help reduce tracking error.

12/31/2024 MV Current Target Difference
Global Equity 2,092,400,008
US Equity 1,339,583,069 64.0% 65.0% 1.0%
Developed Markets Equity 525,813,043 25.1% 25.0% -0.1%
Emerging Markets Equity 227,003,896 10.8% 10.0% -0.8%

Global Equity - Distribution of Market Cap
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Current Global Equity Manager Allocation by Region as of 12/31/2024
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Benchmark Review

- A benchmark is a reference for the evaluation and analysis of a portfolio, composite, or investment manager.

e The Bailey Criteria states that a benchmark should be unambiguous, investable, measurable, appropriate,
reflective of current investment options, and specified in advance.

¢ In addition to serving as a metric for performance comparison, a public equity benchmark helps demonstrate a
composite or manager’'s market cap, sector, growth/value factor, and other exposure tilts.

- Meketa conducted a review of COAERS’ global equity benchmarks and believes all composite and manager
benchmarks are suitable. However, Meketa recommends COAERS consider multiple benchmark changes that we
believe are more appropriate.

e The portfolio currently utilizes multiple “net” MSCI benchmark indices that contain US stocks. These “net” benchmarks
are “total return” indices, meaning their return calculations incorporate both the price changes of the underlying stocks
and the impact of dividends. “Gross” benchmarks are also “total return”. However, in contrast to “net” benchmarks,
“gross” benchmarks do not deduct withholding taxes on dividends. Since there are no withholding taxes on dividends
from COAERS’ US equity investments, Meketa believes the “gross” MSCI benchmarks for US Equities are more
appropriate.

e MSCI has “gross” indices available that are otherwise identical to the “net” benchmarks currently utilized for the
US Equity composite and for three of the underlying US Equity managers.

e Since the SSGA MSCI USA EW Index Fund has a lower weight to mega cap stocks and makes up about a
quarter of the US Equity composite’s weight, the composite is prone to experiencing tracking error versus its
current benchmark. As a result, it would be appropriate for the US Equity composite benchmark to have a weight
to the MSCI USA Equal Weighted Index. However, since the objective is to trim the allocation to the SSGA MSCI
EW Index Fund as market concentration unwinds, the timing and magnitude of which are both unpredictable,
we advise utilizing a dynamic weight, rather than a static weight, to the MSCI USA Equal Weighted Index.

s s s s sEeS—S—
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Benchmark Review (continued)

e The US Equity Custom Benchmark would be a blend of the MSCI USA Equal Weighted Index and the MSCI
USA IMI Index (representing the market cap weighted US Equity managers) based upon beginning of month
weights. The Global Equity Custom benchmark would be a blend of the US Equity Custom Benchmark and the
existing Developed Markets and Emerging Markets benchmarks based on beginning of month weights for each
region within the MSCI ACWI IMI Index.

o We prefer beginning of month weights because using ending weights results in overweighting indices that had
strong relative performance over the month and underweighting indices that had poor relative performance over
the month.

Custom Benchmark Weight Constituents

Global Equity Custom Benchmark

US Region weight in MSCI ACWI IMI Index US Equity Custom Benchmark

DM Region weight in MSCI ACWI IMI Index MSCI World ex USA IMI Index (Net)

EM Region weight in MSCI ACWI IMI Index MSCI Emerging Markets IMI Index (Net)
US Equity Custom Benchmark

(100% - weight of NT MSCI USA EW Index Fund) MSCI USA IMI Index (Gross)

NT MSCI USA EW Index Fund MSCI USA Equal Weighted Index (Gross)

S e S Seee————RR
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Benchmark Review (continued)

- The table below outlines the current and proposed benchmarks. Meketa reaffirms the current benchmark where
there is no proposed change.

e For strategies that Meketa recommends termination (e.g., BNY DEXUS), no benchmark analysis is shown.

Current Benchmark Proposed Benchmark

Global Equity MSCI ACWI IMI Index (Net) Global Equity Custom Benchmark
US Equity MSCI USA IMI Index (Net) US Equity Custom Benchmark
NT MSCI USA IMI Index Fund MSCI USA IMI Index (Net) MSCI USA IMI Index (Gross)
SSGA MSCI USA EW Index Fund MSCI USA Equal Weighted Index (Net) MSCI USA Equal Weighted Index (Gross)
SSGA MSCI USA Small Cap Index Fund MSCI USA Small Cap Index (Net) MSCI USA Small Cap Index (Gross)
BNYM Dynamic US Equity Fund S&P 500 Index No Change

Developed Markets Equity MSCI World ex USA IMI Index (Net) No Change

Walter Scott Dev Mkts Int'l Equity MSCI EAFE Index (Net) No Change

1607 Capital Partners Int'l Equity EAFE 90% MSCI EAFE (Net) / 10% MSCI Emerging Markets (Net) No Change

NT MSCI World ex US IMI Index Fund MSCI World ex USA IMI Index (Net) No Change

NT MSCI World ex US Small Cap Index Fund MSCI World ex US Small Cap Index (Net) No Change

Emerging Markets Equity MSCI Emerging Markets IMI Index (Net) No Change

Baillie Gifford EM Equity MSCI Emerging Markets Index (Net) No Change

NT MSCI Emerging Markets IMI Index Fund MSCI Emerging Markets IMI Index (Net) No Change
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Background

- Fees can range dramatically across asset classes and investment vehicle types. Passive public equity strategies
traditionally have much lower fees than active, private or alternative strategies. As such, it is better to review each
investment manager within the context of its respective peer group.

- Meketa Investment Group believes the fees for all current COAERS investment managers are reasonable and all
are below median.

-» This document first compares the fees for the investment managers to their relevant peer groups, and then
combines fees for every manager, sub-asset class and the global equity asset class.

- The peer analysis utilizes two sets of peer groups for comparison:

1. eVestment Universes — Data is sourced from investment managers and reflect “rack rate” fee schedules. Each
peer group is curated based upon the asset class, vehicle type, mandate size, and investment style.

2. Investment Metrics Fee Analyzer Universes — Peer groups reflect negotiated rates across 65+ style groups and
asset classes using Investment Metrics’ client universe, which is roughly 20,000 institutional plans and 500,000
portfolios.

]
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Peer Universe Source and Category

US Equity
BNYM Dynamic US Equity NL Separate Account US Large Cap Core Equity
NT MSCI USA IMI Index Fund Commingled Fund US Passive All Cap Equity
SSGA MSCI USA Small Cap Index Commingled Fund US Passive Small Cap Equity
SSGA MSCI USA EW Index Separate Account US Passive Large Cap Core Equity
Developed Markets Equity
Walter Scott Dev Mkts Int’l Equity Separate Account All EAFE Equity
1607 Capital Partners Int'l Equity EAFE Separate Account EAFE Large Cap Core Equity
NT MSCI World Ex US Small Cap Index Commingled Fund EAFE Passive Equity
BNYM DB Dynamic Global Ex US Equity Commingled Fund ACWI ex US Core Equity
NT MSCI World Ex US IMI Index Fund Commingled Fund ACWI ex-US Passive Equity
Emerging Markets Equity
Baillie Gifford EM Equity Class 3 Mutual Fund Emerging Markets Equity
NT MSCI Emerging Markets IMI Index Fund Commingled Fund Emerging Markets Passive Equity

e S
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Summary & Recommendations

- COAERS has a global equity portfolio that is very fee efficient and lower than peers. COAERS currently pays
18 bps for the global equity portion of their portfolio compared to the peer average of 30 bps'.

-» Consistent with COAERS’ investment beliefs, passive management takes a prominent role, particularly in the more
efficient large cap space. Further capital deployed in this area should lead to lower overall fees.

- Should COAERS move capital into actively managed portfolios (e.g., small caps), the overall fee load should
increase.

-» Ultimately, it is important to recall that fees should not be looked at in isolation, but rather in relationship to the
services and values obtained from them. Thus it may be possible that high fees in actively managed small cap
stocks, or private equity for that matter, would be a good decision if they outperform on a risk adjusted basis net of
fees.

- We recommend that COAERS reviews fees annually and continues to look for opportunities to capture fee savings
where possible.

- For example, as a result of this exercise, we were able to renegotiate fees with Northern Trust, saving COAERS
nearly $50,000 annually at current assets.

' Data was sourced from Investor Metrics and utilized a peer universe in which managers were weighted according to the 12/31/24 market weights within the COAERS portfolio.
]
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THIS REPORT (THE “REPORT”) HAS BEEN PREPARED FOR THE SOLE BENEFIT OF THE INTENDED RECIPIENT (THE “RECIPIENT").

SIGNIFICANT EVENTS MAY OCCUR (OR HAVE OCCURRED) AFTER THE DATE OF THIS REPORT, AND IT IS NOT OUR FUNCTION OR
RESPONSIBILITY TO UPDATE THIS REPORT. THE INFORMATION CONTAINED HEREIN, INCLUDING ANY OPINIONS OR
RECOMMENDATIONS, REPRESENTS OUR GOOD FAITH VIEWS AS OF THE DATE OF THIS REPORT AND IS SUBJECT TO CHANGE AT ANY
TIME. ALL INVESTMENTS INVOLVE RISK, AND THERE CAN BE NO GUARANTEE THAT THE STRATEGIES, TACTICS, AND METHODS
DISCUSSED HERE WILL BE SUCCESSFUL.

THE INFORMATION USED TO PREPARE THIS REPORT MAY HAVE BEEN OBTAINED FROM INVESTMENT MANAGERS, CUSTODIANS, AND
OTHER EXTERNAL SOURCES. SOME OF THIS REPORT MAY HAVE BEEN PRODUCED WITH THE ASSISTANCE OF ARTIFICIAL
INTELLIGENCE (“AlI’) TECHNOLOGY. WHILE WE HAVE EXERCISED REASONABLE CARE IN PREPARING THIS REPORT, WE CANNOT
GUARANTEE THE ACCURACY, ADEQUACY, VALIDITY, RELIABILITY, AVAILABILITY, OR COMPLETENESS OF ANY INFORMATION
CONTAINED HEREIN, WHETHER OBTAINED EXTERNALLY OR PRODUCED BY THE Al.

THE RECIPIENT SHOULD BE AWARE THAT THIS REPORT MAY INCLUDE AI-GENERATED CONTENT THAT MAY NOT HAVE CONSIDERED
ALL RISK FACTORS. THE RECIPIENT IS ADVISED TO CONSULT WITH THEIR MEKETA ADVISOR OR ANOTHER PROFESSIONAL ADVISOR
BEFORE MAKING ANY FINANCIAL DECISIONS OR TAKING ANY ACTION BASED ON THE CONTENT OF THIS REPORT. WE BELIEVE THE
INFORMATION TO BE FACTUAL AND UP TO DATE BUT DO NOT ASSUME ANY RESPONSIBILITY FOR ERRORS OR OMISSIONS IN THE
CONTENT PRODUCED. UNDER NO CIRCUMSTANCES SHALL WE BE LIABLE FOR ANY SPECIAL, DIRECT, INDIRECT, CONSEQUENTIAL,
OR INCIDENTAL DAMAGES OR ANY DAMAGES WHATSOEVER, WHETHER IN AN ACTION OF CONTRACT, NEGLIGENCE, OR OTHER TORT,
ARISING OUT OF OR IN CONNECTION WITH THE USE OF THIS CONTENT. IT IS IMPORTANT FOR THE RECIPIENT TO CRITICALLY
EVALUATE THE INFORMATION PROVIDED.

CERTAIN INFORMATION CONTAINED IN THIS REPORT MAY CONSTITUTE “FORWARD-LOOKING STATEMENTS,” WHICH CAN BE
IDENTIFIED BY THE USE OF TERMINOLOGY SUCH AS “MAY,” “WILL,” “SHOULD,” “EXPECT,” “AIM,” “ANTICIPATE,” “TARGET,” “PROJECT,”
‘ESTIMATE,” “INTEND,” “CONTINUE,” OR “BELIEVE,” OR THE NEGATIVES THEREOF OR OTHER VARIATIONS THEREON OR COMPARABLE
TERMINOLOGY. ANY FORWARD-LOOKING STATEMENTS, FORECASTS, PROJECTIONS, VALUATIONS, OR RESULTS IN THIS REPORT ARE
BASED UPON CURRENT ASSUMPTIONS. CHANGES TO ANY ASSUMPTIONS MAY HAVE A MATERIAL IMPACT ON FORWARD-LOOKING
STATEMENTS, FORECASTS, PROJECTIONS, VALUATIONS, OR RESULTS. ACTUAL RESULTS MAY THEREFORE BE MATERIALLY
DIFFERENT FROM ANY FORECASTS, PROJECTIONS, VALUATIONS, OR RESULTS IN THIS REPORT.

PERFORMANCE DATA CONTAINED HEREIN REPRESENT PAST PERFORMANCE. PAST PERFORMANCE IS NO GUARANTEE OF FUTURE
RESULTS.

]
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AGENDA ITEM 9
Discuss timeline for private markets consultant Request for Proposals (RFP) process,
bid submission, and establish review committee

AGENDA ITEM OBJECTIVE

This item is for the Committee to receive an update on the Request for Proposal (RFP)
for Non-Discretionary Private Markets Investment Consulting Services and provide
direction to Staff for the next steps of the process.

RECOMMENDATION FOR COMMITTEE ACTION
At the Committee’s discretion.

ITEM SUMMARY

At its December meeting, the Board approved the issuance of a Request for Proposal
for Non-Discretionary Private Markets Investment Consulting Services. Staff will provide
an update on proposals received and request Committee direction on scoring as well as
next steps in the process.

RELEVANCE TO STRATEGIC PLAN

This agenda item is central to COAERS Strategic Plan Goal 4: Identify and implement
leading practices in Board governance, pension administration, and investment
management. It is considered a best practice to periodically review major service
providers, including consulting relationships.

ATTACHMENTS
1. Staff Report on Private Markets Consultant RFP (Confidential)
2. Proposed Draft Scoring Matrix (Confidential)

SUPPLEMENTAL INFORMATION PROVIDED VIA CONVENE APP
3. Executive Summaries from Proposers (Confidential)
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AGENDA ITEM 10:
Call for future agenda items

AGENDA ITEM OBJECTIVE

This standing agenda item provides Trustees the opportunity to review the key
takeaways from the meeting.

RECOMMENDATION FOR COMMITTEE ACTION
Trustees will review key meeting takeaways and delineate next steps.

RELEVANCE TO STRATEGIC PLAN

This agenda item meets COAERS Strategic Plan Goal 4: Identify and implement
leading practices in board governance, pension administration, and investment
management. It is an industry best practice to review key meeting takeaways to
summarize what was accomplished at the meeting as well as ensure Staff has clear
direction on further work and future agenda items.
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CITY OF AUSTIN
EMPLOYEES' RETIREMENT SYSTEM 2025 Work Plan

2025 Investment Committee Priorities and Work Plan

Priority 1: Review and update Investment Policy Statement and Strategic Asset
Allocation

e February:
Review 2025 capital market assumptions and current SAA
Global Equities strategic review, benchmarking, and investment manager
fee analysis
e May:
o Fixed Income and Cash & Equivalents strategic review, benchmarking,
and investment fee analysis
e August:
o Real Assets strategic review, benchmarking, and investment manager fee
analysis
¢ November:
o Private Credit strategic review, benchmarking, and investment manager
fee analysis
o Annual review of IPS

Priority 2: Development of private markets program

e February:
Discuss timeline for RFP process, bid submission, and establish review
committee

e April:

o Consultant RFP initial evaluation
o Consultant RFP Site Visits

e May:
o Consultant RFP recommendation to Board
e August:

o Discuss private markets program, including development of strategic plan,
pacing analysis, and 2025 funding plan
o Possible private markets manager recommendations
e November:
o Possible private markets manager recommendations

Investment Committee
February 21, 2025
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CITY OF AUSTIN 2025 Work Plan

EMPLOYEES' RETIREMENT SYSTEM

Priority 3: Monitor the performance of the investment portfolio, investment staff,
investment managers, and investment consultant

e February:
Quarterly review of investment performance, strategy, implementation,
manager monitoring and compliance, implementation and related items
e May:
o Quarterly review of investment performance, strategy, implementation,
manager monitoring and compliance, implementation and related items
e August:
o Quarterly review of investment performance, strategy, implementation,
manager monitoring and compliance, implementation and related items
o Annual Review of General Investment Consultant

¢ November:
o Quarterly review of investment performance, strategy, implementation,
manager monitoring and compliance, implementation and related items
o Annual review of investment budget
o Annual risk report and review
o Development of draft 2026 committee Work Plan

Investment Committee
February 21, 2025
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