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*Projected data for all Glide Paths (GPs) come from Callan’s respective 2025 Phase II & Phase III Glide 
Path Analysis and Scenario Analysis presentations. Contributions reflect employer contributions only. 
**CavMac total estimated employer contributions come from CavMac and are based on the January 1, 
2024 valuations. Contributions reflect employer contributions only. 

Memorandum 
To: CMERS Investment Committee 
From: David M. Silber, CFA, CAIA  
Date: March 13, 2025 
Re: Callan Glide Path Presentation Thoughts  

High Level Thoughts 
 At 50% probability, Callan projects all 5 Glide Paths (GP) will achieve fully funded status at a 

5.5% discount rate, with lower required contribution amounts over 30-years than projected by 
the Actuary; 

 The Glide Paths are highly vulnerable (i.e., contributions significantly rise) to scenarios where 
the Fund significantly underperforms its 6.8% discount rate in the early years of this analysis; 

 At 50% probability, Callan projects higher required contribution amounts for GP-C & GP-E 
over the next 10-years than projected by the Actuary, likely because GP-C & GP-E lower the 
discount rate when the Fund reaches an 85% funded status while the other Glide Paths don’t 
lower the discount rate until the Fund reaches a 90% funded status; 

 GP-A, GP-B, & GP-D are exactly the same once the Fund reaches an 85% funded status; 
 The main difference between GP-A, GP-B, & GP-D is whether to de risk immediately, and if 

yes, by how much; 
 Callan & Staff believe the Glide Paths analyzed in the presentation are representative of the 

range of options available. In other words, there does not appear to be a way to further 
reduce investment volatility and avoid paying more in projected contributions than GP-E; 

 Some Pros & Cons of GP-A & GP-D are below; GP-B plots somewhere in between GP-A and 
GP-D, so its comments are not included below even though it merits serious consideration 
along with GP-A & GP-D.  

             
 Glide Path A (GP-A) Glide Path D (GP-D) 
Pros:   
1. At 50% probability, projected to achieve the highest 

return, result in the lowest required contributions, and 
achieve the highest funded status.  

At 50% probability, projected to lower investment risk the 
most immediately, lower required contributions below 
what Actuary estimates, & achieve full funded status. 

2. Long time horizon before the Fund’s liabilities and 
benefit payments peak supports taking investment 
risk. 

Mix 2 has a higher Sharpe Ratio than the Target & Mix 1. 
Since GP-D invests in Mix 2 immediately, this Glide Path is 
expected to have a better risk-adjusted return. 

3. May be preferential option if Callan data is not 
compelling enough in terms of the risk & return trade-
off between Target, Mix 1, & Mix 2 to make an 
immediate change. 

Higher allocation to bonds and lower allocation to 
alternatives results in improved Fund liquidity, which is 
helpful during times of market stress. 

4.  Lowers allocation to stocks right away in an environment 
where Callan explains stocks are historically expensive. 

Cons:   
1. Highest contribution volatility; Largest required 

contributions projected in bad stock market scenarios.  
Contributions projected to rise above what Actuary 
currently predicts at 67th percentile probability for all GPs, 
including GP-D. 
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Callan Glide Path Presentation Thoughts Continued 

       
 Target Mix 1 Mix 2   CavMac 

30-year Expected Return 7.5% 7.4% 7.3% 7.3% 7.3% 6.8% 
10-year Expected Return 7.2% 7.1% 7.0% 7.0% 7.0% 6.8% 
Expected Standard Deviation 12.2% 11.5% 11.0% 11.0% 11.0%  
Sharpe Ratio (10-yr. Return / Standard Deviation) 58.9% 61.1% 63.1% 63.1% 63.1%  
Illiquidity (Real Estate + Private Equity Target) 21.7% 19.7% 17.7% 17.7% 17.7%  
Fixed Income Target 29.0% 32.0% 36.0% 36.0% 36.0%  
Public Equity Target 39.0% 36.0% 34.0% 34.0% 34.0%  
 GP-A GP-B GP-D GP-C GP-E CavMac 
Initial Mix (Below 80%) Target  Mix 1 Mix 2 Mix 2 Mix 2  
Mix @ 80% Funded Mix 1 Mix 1 Mix 2 Mix 2 Mix 2  
Mix @ 85% Funded Mix 2 Mix 2 Mix 2 Mix 3 Mix 4  
Mix @ 90% Funded Mix 3 Mix 3 Mix 3 Mix 4 Mix 4  
Mix @ 95% Funded Mix 4 Mix 4 Mix 4 Mix 5 Mix 5  
Discount Rate @ 80% Funded 6.80% 6.80% 6.80% 6.80% 6.80% 6.80% 
Discount Rate @ 85% Funded 6.80% 6.80% 6.80% 6.50% 6.00% 6.80% 
Discount Rate @ 90% Funded 6.50% 6.50% 6.50% 6.00% 6.00% 6.80% 
Discount Rate @ 95% Funded 6.00% 6.00% 6.00% 5.50% 5.50% 6.80% 
 GP-A GP-B GP-D GP-C GP-E CavMac 
Funded Status in 30-years (50%) (Funded Status 
for all GPs measured using 5.50% discount rate) 

119% 119% 117% 117% 116% 100% (with 6.80% 
discount rate) 

Probability of achieving a 100% Funded Status 
with $250m/year constraint (Funded Status for all 
GPs measured using 5.50% discount rate) 

55% 54% 53% 52% 52% 50% (with 6.80% 
discount rate and 
no contribution 

constraint) 
Probability of reaching 100% Funded Status at 
some point within 30 years with $250m/year 
constraint @ 6.00% discount rate 

72.7% 72.0% 70.7%    

30-Year Contributions (50%) $5.42b $5.48b $5.52b $5.75b $5.84b $6.03b 
10-Year Contributions (50%) $2.31b $2.32b $2.35b $2.41b $2.49b $2.37b 
10-Year Contributions (67%) $2.68b $2.67b $2.67b $2.71b $2.74b  
Median Projected Contribution in a single calendar 
year > CavMac from 2025 to 2030 

No No No Yes Yes  

 Target Mix 1 Mix 2    
10-Year Contributions – Tech Bubble Scenario $3.51b $3.38b $3.28b    
10-Year Contributions – Calendar Year 2022 $3.49b $3.49b $3.51b    
10-Year Contributions – Global Financial Crisis $4.14b $4.03b $3.94b    
10-Year Contributions – 1970s Stagflation Scenario $4.07b $4.03b $3.99b    
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1Knowledge. Experience. Integrity.

2025 Work Plan

April 10th

 Asset Allocation Discussion

 Investment Manager Due Diligence Report

 Work Plan Review

May 8th

 Real Estate Performance Review

June 5th

 Investment Policy Statement Review

September 4th

 Private Equity Pacing Review

 Education Presentation - Cryptocurrency

November 6th

 Real Estate Performance Review

 Fixed Income Manager Structure Review

December 4th

 Public Equity Structure Review
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 Within Expectations

BlackRock Russell 1000 
Value Index        Within Expectations

• Head of iShares and Index Investments Salim Ramji 
departed the firm in Q1 2024. BlackRock has not 
opted to replace the position at this time, however the 
team remains deep at the PM level.

 Notable

DFA Large Cap Value        Within Expectations  Cautionary

 Under Review
Northern Trust Global 
S&P 500 Index        Within Expectations

Brandes Investment 
Partners        Within Expectations

• Organization should be monitored going forward, but 
asset levels and flow activity have stabilized in recent 
years; the firm continues to maintain a healthy level of 
profitability in part due to cost restructuring (e.g., 
outsourcing client reporting/back office functions to 
SEI) several years ago. The profitability of the firm 
may be compromised below $10 billion. 
• The recent CEO change in May 2024 is notable, 
however, former CEO Brent Woods remains highly 
engaged as an investor and the president of the 
general partner. CEO Oliver Murray has had a lengthy 
career at the firm. Murray does not come from an 
investment background which we are mindful of while 
monitoring this change. 
• The International Equity strategy makes up 1/3 of 
firm assets and should be monitored accordingly. 

MFS Investment 
Management        Within Expectations

• Despite some underperformance, the strategy has 
met expectations. In recent periods it has protected 
on the downside, but predictably trailed in the narrow, 
strong up markets.

Loomis, Sayles & 
Company, L.P.        Within Expectations

• In January 2025 it was announced that the holding
company for Loomis' parent company, Natixis, 
entered into an agreement to combine with Generali. 
The transaction is not expected to close until early 
2026, and Callan will be monitoring any potential 

 effects on Loomis in the interim.  
• Elaine Stokes, co-lead of Full Discretion team, 
retired at year-end 2023; Matt Eagan took over as 
sole lead of team.

Reams Asset 
Management        Within Expectations

• Securitized Credit PM Stephen Vincent retired April 
2023; Neil Aggarwal hired in December 2022 to 
replace him as Head of Securitized Products.

BlackRock US Govt Bond        Within Expectations

Principal DRA        Cautionary

• On January 11, 2024 Principal announced that its 
CEO since 2018, Pat Halter, would be stepping down 
on February 10, 2024 and retiring on April 2, 2024. 
Halter was replaced by Kamal Bhatia, previously the 
Global Head of Investments and President and Chair 
of Principal Funds. Bhatia joined Principal in 2019 
from Oppenheimer Funds, he was promoted to COO 

 in 2020 and his prior position in March 2023. 
• Long-term relative performance, while in line with the
strategic benchmark, has begun to be weighed down 
by weak short-term results relative to the benchmark 
and peers.

GLOBAL ACWI GROWTH

CORE PLUS BOND

INTERMEDIATE GOVERNMENT

DIVERSIFIED REAL ASSETS

CMERS Manager Assessment as of 12/31/24

LARGE CAP VALUE EQUITY

LARGE CAP CORE EQUITY

ACWI XUS VALUE
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Earnest Partners LLC        Within Expectations

 • Firm founder Paul Viera owns majority of firm. 
• Weighted median and average market cap is well 
above the Mid Core peer group median but in-line with

 the Russell Mid-Cap Index.  
• Portfolio style may exhibit value bias over short-term 
time periods but remains within expectations of a core 

 style strategy. 
• Trailing one- and three-year results lag benchmark 
and rank below median peers.

 Within Expectations

DFA Small Cap Value        Within Expectations • Strategy AUM exceeds $19 billion but mitigated by 
large number of portfolio holdings and low turnover.  Notable

 Cautionary
DFA International Small 
Cap        Within Expectations  Under Review

BlackRock Global Alpha 
Tilts        Within Expectations

Polen Capital 
Management        Cautionary

• Employee ownership currently stands at 72%; 
 employees continue to control 100% of the firm. 

• Polen completed a 2022 acquisition of a credit team 
and in 2023, acquired a Hong Kong-based Emerging 

 Markets Growth team. 
• Firm recently announced the imminent departure of 
Jeff Mueller, co-portfolio manager for the Global 
Growth strategy and fundamental analyst for the 
Focus Growth strategy, due to personal reasons.  
Mueller's departed as of December 31, 2023; 
fundamental coverage for impacted strategies will be 

 absorbed by team members. 
• Short-term performance remains challenged due to 
stock selection issues; continuing to monitor the 
portfolio's positioning and ability to provide downside 
protection, which has historically been a portfolio 
attribute.  Polen struggled in the 2022 downturn

William Blair & Company        Within Expectations

• In January 2025, William Blair announced that
Stephanie Braming, Head of Investment 
Management, will be retiring from the firm at the end 
of 2025. Braming has been at the firm for over 20 
years, 7 of which were spent in her current role. A 
search for her replacement has been initiated and will 
include both internal and external candidates. There 
are no anticipated structural or personnel changes 
associated with Braming's upcoming transition from 

 her role. 
• Andy Siepker joined Ken McAtamney and Simon 
Fennell on the portfolio management team in January 

 2022.  
• Calendar year 2022 was a challenging year for the 
strategy as growth was out of favor and value had a 
very strong year.

AQR Emerging Markets        Within Expectations

• Firm and product AUM decline is notable, which
sparked work-force reduction, although the majority 

 was not related to the long-only equity products. 
• Investment professional and client stability should be
monitored closely due to a series of departures and 
redemptions in recent years; however, AQR continues
to maintain leadership continuity, deep investment 

 team and a healthy level of assets. 
• Short- and long-term performance has recovered.

ACWI XUS GROWTH

EMERGING MARKETS CORE

MID CAP CORE EQUITY

SMALL CAP VALUE EQUITY

NON-US DEVELOPED SMALL VALUE

GLOBAL ACWI CORE

LARGE CAP GROWTH EQUITY



Important Disclosures

Information contained in this document may include confidential, trade secret and/or proprietary information of Callan and the 
client. It is incumbent upon the user to maintain such information in strict confidence. Neither this document nor any specific 
information contained herein is to be used other than by the intended recipient for its intended purpose.

The content of this document is particular to the client and should not be relied upon by any other individual or entity. There can be 
no assurance that the performance of any account or investment will be comparable to the performance information presented in 
this document.

Certain information herein has been compiled by Callan from a variety of sources believed to be reliable but for which Callan has not 
necessarily verified for accuracy or completeness.   Information contained herein may not be current. Callan has no obligation to 
bring current the information contained herein.

This content of this document may consist of statements of opinion, which are made as of the date they are expressed and are not 
statements of fact. The opinions expressed herein may change based upon changes in economic, market, financial and political 
conditions and other factors. Callan has no obligation to bring current the opinions expressed herein.

The statements made herein may  include  forward-looking statement  regarding future  results.  The forward-looking statements 
herein: (i) are best estimations consistent with the information available as of the date hereof and (ii) involve known and unknown 
risks and uncertainties. Actual results may vary, perhaps materially, from the future results projected in this document. Undue 
reliance should not be placed on forward-looking statements.

Callan disclaims any responsibility for reviewing the risks of individual securities or the compliance/non-compliance of individual 
security holdings with a client's investment policy guidelines.

This document should not be construed as legal or tax advice on any matter. You should consult with legal and tax advisers before 
applying any of this information to your particular situation.

Reference to, or inclusion in this document of, any product, service or entity should not necessarily be construed as 
recommendation, approval, or endorsement or such product, service or entity by Callan.

This document is provided in connection with Callan's consulting services and should not be viewed as an advertisement of Callan, or 
of the strategies or products discussed or referenced herein.

The issues considered and risks highlighted herein are not comprehensive and other risks may exist that the user of this document 
may deem material regarding the enclosed information.

Any decision you make on the basis of this document is sole responsibility of the client, as the intended recipient, and it is incumbent 
upon you to make an independent determination of the suitability and consequences of such a decision.



Insights from the Past 50 Years

Relevancy of Value 
InvestingToday
Presenter: Kenneth Little, CFA, Managing Director, Investments Group
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Ben Graham – Market Timer??

1934
Graham publishes 
1st edition of 
Security Analysis

1963
Ben Graham—
CFA designation

1968
Charles Brandes and 
Ben Graham Meet

1978
Charles Brandes— 
CFA charterholder

1974
Brandes Investment 
Partners founded

2024
Brandes Investment Partners 
Celebrates 50 Years
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Source: Financial Analysts Journal, September/October Edition 1974

Financial Analysts Journal Article by Benjamin Graham, September/October 1974
The Future of Common Stocks
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DECEMBER 31, 1974 TO DECEMBER 31, 2024 | Source: MSCI via FactSet. For each fundamental ratio (Price/Book, Price/Earnings, Price/Cash Flow, Forward Price/Earnings, Enterprise Value/Sales, Enterprise 
Value/Earnings Before Interest, Taxes, Depreciation, and Amortization), we calculate the average ratio of the MSCI World Value Index and divide it by the average ratio of the MSCI World Growth Index to determine the relative 
valuation. Aggregate valuation discounted based upon the average of each individual metric’s valuation discount of the value index relative to growth. Please note that all indices are unmanaged and are not available for direct 
investment. The examples are for illustrative purposes only. 

Lesson Learned: Valuations Matter; Themes Go in and out of Vogue
A Timely Beginning and The First 20 Years 

• Nifty Fifty
• “Death of Equities”
• Rising popularity of international equities 

“The greater fool in growth stocks isn’t the one who buys 
them but the one who sells them.”

- Carl Hathaway, SVP at Morgan Guaranty, March 1973

“It was so easy to forget that probably no sizable 
company could possibly be worth over 50 times normal 
earnings.”

- A comment on a Forbes magazine article, 1977
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DECEMBER 31, 1974 TO DECEMBER 31, 2024 | Source: MSCI via FactSet. For each fundamental ratio (Price/Book, Price/Earnings, Price/Cash Flow, Forward Price/Earnings, Enterprise Value/Sales, Enterprise 
Value/Earnings Before Interest, Taxes, Depreciation, and Amortization), we calculate the average ratio of the MSCI World Value Index and divide it by the average ratio of the MSCI World Growth Index to determine the relative 
valuation. Aggregate valuation discounted based upon the average of each individual metric’s valuation discount of the value index relative to growth. Please note that all indices are unmanaged and are not available for direct 
investment. The examples are for illustrative purposes only. 

Lesson Learned: Staying Steadfast Pays Off
Tech Bubble: the Boom and the Bust

• “Growth at any price” led to 
the bubble

• Value—and non-U.S. 
equities—started 
outperforming after the bust

- The Wall Street Journal, Feb. 24, 2000

- The Guardian, Dec. 29, 2000

- The New York Times, March 4, 2001
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ANNUALIZED RETURNS AS OF SEPTEMBER 30, 2024 | Source: FactSet. It is not possible to invest directly in an index. Reinvestment of dividends and capital gains assumed. Past performance is not a guarantee 
of future results. EM Growth: MSCI Emerging Markets Growth Index; EM Value: MSCI Emerging Markets Value Index; Int’l Lg Value: MSCI EAFE Value Index; Intl Lg Growth: MSCI EAFE Growth Index; Intl Small Value: MSCI ACWI 
ExUSA Small Cap Value Index; Intl Small Growth: MSCI ACWI ExUSA Small Cap Growth Index; U.S. Sm Value: Russell 2000 Value Index; US Sm Growth: Russell 2000 Growth Index; Global Value: MSCI World Value  Index; Global 
Growth: MSCI  World Growth Index; US Lg Value: Russell 1000 Value Index; US Lg Growth: Russell 1000 Growth Index.

Performance Ranking by Asset Class for the 10-Yr Period Ending 9/30/24
U.S. Dominated the Last Decade

U.S. Global International Emerging Markets
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FOR THE 10 YEARS ENDING DECEMBER 31, 2024 | Source: MSCI via FactSet. EPS – Earnings per share. P/E – Price/Earnings. Past performance is not a guarantee of future results. It is not possible to invest 
directly in an index. The declaration and payment of shareholder dividends are solely at the discretion of the issuer and are subject to change at any time.

MSCI ACWI Value vs. MSCI ACWI Growth
10-Year Annualized Return Decomposition 
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4.8%

6.0%

1.2%

11.9%

P/E Change EPS Growth Dividends Total USD Return

MSCI ACWI Value MSCI ACWI Growth



8

AS OF DECEMBER 31, 2024 | Source: Ned Davis Research, FactSet, Brandes. Chart used with permission from NDR, Inc. Further distribution prohibited without prior permission. See NDR Disclaimer at 
https://www.ndr.com/terms-of-service. It is not possible to invest directly in an index. 

S&P 500 Has Become More Concentrated
Nifty Fifty Revisited? 
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Top 10 Stocks as % of S&P 500 Market Cap

Ranking is based on the combined cap for stocks with multiple issues

• Top 10 stocks represent 37% of S&P 500 as 
of 12/31/24 – higher than the Nifty Fifty’s era

• The Magnificent 7 = 33% of S&P 500  

https://www.ndr.com/terms-of-service
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DECEMBER 31, 1985 TO DECEMBER 31, 1994 | Source: FactSet. Past performance is not a guarantee of future results. It is not possible to invest directly in an index.  

…and Subsequently Entered the “Lost Decade” – and Then Some
Japanese Stocks Peaked in Late 1980s
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38,915.87
(DEC. 29, 1989)

The New York Times, Nov. 18, 1988

Los Angeles Times, Dec. 8, 1988

DEC. 31, 1988
Japan accounted for 44% of MSCI 
ACWI
(vs. U.S. 29%)

The New York Times, Feb. 27, 1990

The Washington Post, Mar. 18, 1992



10

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

D
e

c
-8

8
D

e
c

-8
9

D
e

c
-9

0
D

e
c

-9
1

D
e

c
-9

2
D

e
c

-9
3

D
e

c
-9

4
D

e
c

-9
5

D
e

c
-9

6
D

e
c

-9
7

D
e

c
-9

8
D

e
c

-9
9

D
e

c
-0

0
D

e
c

-0
1

D
e

c
-0

2
D

e
c

-0
3

D
e

c
-0

4
D

e
c

-0
5

D
e

c
-0

6
D

e
c

-0
7

D
e

c
-0

8
D

e
c

-0
9

D
e

c
-1

0
D

e
c

-1
1

D
e

c
-1

2
D

e
c

-1
3

D
e

c
-1

4
D

e
c

-1
5

D
e

c
-1

6
D

e
c

-1
7

D
e

c
-1

8
D

e
c

-1
9

D
e

c
-2

0
D

e
c

-2
1

D
e

c
-2

2
D

e
c

-2
3

D
e

c
-2

4

M
S

C
I 

A
C

W
I’s

 W
e

ig
h

ts

USA Japan Developed Europe Emerging Markets Other

DECEMBER 31, 1988 TO DECEMBER 31, 2024 | Source: MSCI via FactSet. Developed Europe: countries included in MSCI Europe as of 12/31/23. Emerging Markets: countries included in MSCI EM as of 12/31/23. It 
is not possible to invest directly in an index. 

U.S. Market Dominance Resulted in Record Weight
The U.S. Now Accounts for over 60% of MSCI ACWI

USA*
67%

Japan
5%

Developed 
Europe

13%

EM
10%

Other  
5%

Chart Title
Weightings as of 12/31/2024

*9 out of MSCI ACWI’s Top 10 (21%) are 
U.S. companies
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DECEMBER 31, 1974 TO DECEMBER 31, 2024 | Source: MSCI via FactSet. All returns annualized. For each fundamental ratio (Price/Book, Price/Earnings, Price/Cash Flow, Forward Price/Earnings, Enterprise 
Value/Sales, Enterprise Value/Earnings Before Interest, Taxes, Depreciation, and Amortization), we calculate the average ratio of the MSCI World Value Index and divide it by the average ratio of the MSCI World Growth Index 
to determine the relative valuation. Aggregate valuation discount based on the average of each individual metric’s valuation discount of the value index relative to growth. Past performance is not not a guarantee of future 
results. One cannot invest directly in an index. Includes back-tested index performance provided by the index provider (i.e., calculations of how the index might have performed over that time period had the index existed). 
There may be material differences between back-tested performance and actual results. For illustrative purposes only. Does not represent the performance of any specific investment. Actual results will vary. 

Valuation Relative to Growth Stocks vs. History
Global Value Stocks’ Relative Valuation
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5 YEAR RETURN
5/31/1987 - 
5/31/1992

3/31/2000 -
3/31/2005

MSCI World Index 4.09% -2.86%

MSCI World Value Index 6.15% 2.41%

5 YEAR RETURN
4/30/1975 - 
4/30/1980

MSCI World Index 10.07%

MSCI World Value Index 13.71%
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The margin of safety for any security is defined as the discount of its market price to what the firm believes is the intrinsic value of that security.

Markets/styles tend to be cyclical

• Value vs. growth

• U.S. vs. international markets 

Themes go in and out of favor – focus on margin of safety

• Nifty Fifty

• Japan’s dominance in 1980s

• Tech bubble

• What is next? 

Time in the market is essential

• Compounding is a powerful force but requires patience

Independence and structure matter

• Both in terms of managing portfolios and the firm      

Active Value Investing Has Evolved but Key Principles Are Enduring
50 Years of Fundamental Value



Social Media and Investment Decision-Making

The Brandes Center

Presenter:  Bob Schmidt, Executive Director, The Brandes Center 
                    at UC San Diego’s Rady School of Management



1414

Two of Social Media’s Greatest Dangers

THE BRANDES CENTER

Confirmation Bias Selective Exposure
Echo 

Chamber
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Diversity in Newsfeeds and Returns

THE BRANDES CENTER

-2.5%

-2.0%

-1.5%

-1.0%

-0.5%

0.0%

No Diversity 50-50 Mix

Abnormal Returns Over Subsequent 5-Day Period

Source: Cookson, J. Anthony and Joseph Engelberg and William Mullins. Echo Chambers (2022). Review of 

Financial Studies (2023), Available here: https://papers.ssrn.com/sol3/papers.cfm? abstract_id=3603107
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Social Media Influence: Not Just Individuals 

THE BRANDES CENTER

Source: Dure, Elana. “Social Media’s Influence on the Investing Community.” JP Morgan Wealth Management. 1/10/2024

Institutional Investors 

▪ 80% use social media as part of their regular workflow 

▪ 30% say social media has “influenced an investment 

recommendation or decision.” 
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Bob Schmidt
Executive Director

rpschmidt@ucsd.edu



Presented by David Silber, CFA, CAIA



• Asset Allocation is the most important decision.
Drives approximately 80% of the Fund’s risk and return results.
Led by our Investment Consultant (Callan), we review every 3-5 years.
Rely on Investment Consultant’s 10 & 30-year Capital Market 

Assumptions to make long-term strategic decisions (not tactical).
 Identifies the Target Allocation for each asset class.
Callan’s Glide Path analysis is an Asset Allocation study.

• Upon completion of an Asset Allocation study, a Structure 
study for each Asset Class takes place to determine 
investment implementation.

• Style Bias is contemplated in the Structure study phase. 2



Putting Style Bias in Perspective - continued
• Asset Allocation projections reflect Investment Consultant’s 50% 

percentile predictions for the average investor.
Doesn’t include Alpha for stock and bond asset classes.

 Alpha can be positive and negative.

• Humbly speaking, what competitive advantages does CMERS 
think it has that can be successfully exploited on a consistent 
basis to make our results above average over the very long-term?
• My list of CMERS’ competitive advantages:
Long-term time horizon.
Disciplined Rebalancing.
Use asset size, combined with a positive reputation, to partner with 

top-tier investment managers at competitive fees.
Successful implementation of Active Management.
Successful implementation of Style Bias.
Qualified Staff & Investment Consultant for implementation.

3



What is Style Bias?
• Style Bias occurs when the Fund hires an Investment Manager & measures 

their performance against a benchmark that is different than the 
benchmark of the Asset Class in which the Investment Manager resides.
 Example #1: CMERS’ Public Equity benchmark is the ACWI IMI. Brandes’ mandate is 

measured against the EAFE index.
 Example #2: CMERS’ Fixed Income benchmark is the Bloomberg U.S. Aggregate Index. 

BlackRock’s U.S. Government mandate is measured against the Bloomberg U.S. 
Government index. 

 Note: Does not have anything to do with an Investment Manager’s actual performance.

• The vast majority of CMERS’ Style Bias is expected to come from the Public 
Equity allocation.
 Private Equity managers’ benchmark = Asset Class benchmark.
 Real Assets managers’ benchmark = Asset Class benchmark (could see a small Style Bias 

when Real Estate and Principal actual allocations deviate from structure weights).
 Absolute Return will always generate a small positive Style Bias because the investment 

managers’ benchmark return is always > Asset Class benchmark return.
 Fixed Income will generate Style Bias (positive and negative) because of Example# 2 

above and Cash allocation.

4



Public Equity Style Biases
• Intentional Style Biases within CMERS’ Public Equity Structure:
 Structure has a higher allocation to Value stocks than the benchmark & a corresponding 

lower allocation to Growth stocks than the benchmark.
 Structure has a higher allocation to Small, Mid, & Micro capitalization stocks than the 

benchmark & a corresponding lower allocation to Large capitalization stocks than the 
benchmark.

• Unintentional Style Bias within CMERS’ Public Equity Structure:
 Structure presently has a higher allocation to non-U.S. stocks than the benchmark & a 

corresponding lower allocation to U.S. stocks than the benchmark (U.S. is about 96% of 
North America as of December 31, 2024).

5



Why has CMERS Implemented Public Equity 
Style Biases for almost 30-years?

• Value & Small capitalization biases:
 Supported by a significant amount of academic research & long-term data.
 Many studies support the idea that value stocks & small capitalization stocks outperform 

growth stocks & large capitalization stocks, respectively, over the very long-term.
 Some studies support the idea that value stocks have lower volatility than growth stocks 

over the very long-term.
 Results in a more diversified portfolio (stocks & industry/sector).
 In summary, if implemented successfully, projected to generate a superior risk-adjusted 

return over the very long-term utilizing a strategic approach (i.e. no tactical decisions 
required by CMERS to implement and maintain).

• Geographic stock Style Bias:
 CMERS’ target allocation to U.S. stocks has not changed significantly in the past decade.
 As recently as September 2022, when CMERS conducted its last Public Equity Structure 

study, CMERS’ target U.S. stock allocation was projected to be higher than the ACWI IMI 
benchmark.

 As a result of U.S. stock markets performing better than non-U.S. markets in 2023 & 
2024, the ACWI IMI benchmark weight to U.S. stocks has increased above the targets 
CMERS set in the 2022 Structure study.

6



Long-Term Value Premium

7

*Slide from Callan’s November 2015 Investment Committee presentation to CMERS



Long-Term Small Capitalization Premium

8

*Slide from Callan’s November 2015 Investment Committee presentation to CMERS



CMERS experience with DFA & Brandes
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Additional Notable Value & Small Cap Style Bias 
Findings from 2022 Structure Study

10

*Slide from Callan’s September 2022 Investment Committee presentation to CMERS



Rationale for non-U.S. Stock exposure

11

*Slide from Callan’s November 2015 Investment Committee presentation to CMERS



Rationale for non-U.S. Stock exposure - continued

12

*Slide from Callan’s November 2015 Investment Committee presentation to CMERS



Why Doesn’t Everyone Do This?
• If an Investor can tilt the odds of outperforming their Investment 

Consultant’s Long-Term Public Equity Capital Market Assumptions in their 
favor (from a return and/or risk perspective) simply by establishing a low-
cost, strategic, non-tactical, overweight to Value and Small Capitalization 
stocks, why don’t more investors do it?
 Value & Small Capitalization cycles can go through very long periods of underperformance.
 Investment Consultants, Investment Staff, Boards, & organizations, are often evaluated on 

time periods that make it uncomfortable when these biases lead to underperformance.
 Having style biases that make performance look different compared to peers can be 

especially uncomfortable during times of underperformance.
 Investment Consultants may be hesitant to recommend biases to a Board because of the 

above considerations.
 A fundamental premise that CMERS has made, and reinforced many times, for almost 30-

years is that the Fund’s future decisionmakers (Board, Staff, Consultant) will be able to 
focus on the long-term benefits of having these style biases & remain disciplined enough 
to maintain them, even during times when it’s uncomfortable to do so.

 It is easy for me, as your Chief Investment Officer, to deliver this message to the 
Investment Committee because I am also a strong believer that the Fund will benefit over 
the long-term by maintaining these biases going forward. 

13



Secrets to CMERS Successful Implementation of Biases
• Premise is based on sound research.
• Implementation focuses on definitions of Value that are consistent with 

the research supporting the biases.
• Feel very strongly about DFA & Brandes’ ability to implement successfully.
• Statement of Investment Policy is designed to implement & monitor in a 

very disciplined manner that remove personal biases & tactical impulses. 
• Belief that CMERS’s governance structure (Board, Staff, Consultant), now & 

in the future, will be able to evaluate the Value & Small biases in an 
appropriate portfolio context over the long-term, even during time 
periods when these biases are causing significant underperformance.
 The ability to 1.) understand that there are many ways to think about risk, 

including performance versus a benchmark, performance versus peers, tracking 
error, standard deviation, career risk, headline risk, complexity, contribution 
volatility, overconfidence, etc., 2.) evaluate each risk in the appropriate context, 
& 3.) draw appropriate conclusions so the Fund is positioned to have the best 
chance to succeed for the benefit of its members going forward. 

14



Risks continued
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Final Thoughts on Risk
• Risks that truly matter to CMERS.
 Not achieving 6.8% over long-term.
 Impairment of capital as a result of poor investment decisions.

• One of my favorite definitions of risk:
 “Risk means uncertainty about which outcome will occur and about the 

possibility of loss when the unfavorable ones do.”*

• Higher risk doesn’t always mean higher returns.
 Calculated Risk: e.g., Brandes, Buffett (deep value, distressed, intrinsic value 

based strategies)
 Risky Risk: e.g., Aggressive Growth, Highly Leveraged strategies, Complexity, 

Investments with shorter track records.
 There may be compelling rationales for setting up a Structure that has biases 

compared to its benchmark (i.e. Value, Small, more diversified, etc).
 When it comes to investing, the best outcomes often occur when decision-

makers decide not to make any changes & stay the course.
 For many, the hardest decision to make is to choose to stay the course in 

the midst of a challenging time period.
*Quote made by Howard Marks, Co-Founder & Co-Chairman, Oaktree Capital Management
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*Slide from Callan’s November 2015 Investment Committee presentation to CMERS



19

*Slide from Callan’s November 2011 Investment Committee presentation to CMERS
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*Slide from Callan’s November 2015 Investment Committee presentation to CMERS
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*Slide from Callan’s September 2022 Investment Committee presentation to CMERS
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*Slide from Callan’s November 2015 Investment Committee presentation to CMERS
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*Slide from Callan’s September 2022 Investment Committee presentation to CMERS
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*Slide from Callan’s September 2022 Investment Committee presentation to CMERS
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*Slide from Callan’s September 2022 Investment Committee presentation to CMERS
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Historical Value Add - January 1, 1995 - December 31, 2024
CMERS Total Fund (everything except Real Assets)

Cumulative Line (RHS)

$57m
$20m -$23m

-$282m

$227m

$106m

-$75m
$49m

$34m -$30m
-$22m

$97m

$40m

$71m
-$4m

-$248m

$288m

$411m

-$173m

-$135m



MERS' decision to hire some active managers versus hiring only passive managers

Time Weighted Returns

Annualized 
Index

Active 
Management 

Impact(c)

MERS Asset Class Index Gross Net of fees

Net of 

fees(a)
MERS 

Asset Class Index $Millions

Domestic Equity Russell 3000 10.67% 10.40% 10.79% 19.45$        21.64$   (3.2)$                

International Equity(b) MSCI EAFE 7.13% 6.70% 4.67% 6.42$          3.70$     429.6$             

Global Equity(b) MSCI World / ACWI 10.00% 9.62% 9.38% 3.88$          3.75$     23.0$               

Fixed Income
Bloomberg US 
Aggregate 5.72% 5.61% 4.54% 5.14$          3.79$     307.4$             

Private Equity(b) Russell 3000 N/A 12.70% 14.53% 5.66$          7.15$     33.4$               

Absolute Return(b)
Bloomberg US 
Aggregate N/A 6.20% 1.45% 1.88$          1.16$     202.4$             

Estimate of Fund's benefit from its decision to hire active managers over past 30 years 992.5$             

(a)Manager Fees for indices are assumed to be: (b)Inception Dates if less than 30 years:

Russell 3000 Index - 2 basis points      International Equity Composite is May 1, 1996

MSCI EAFE Index - 5 basis points      Global Equity Composite is April 1, 2010

MSCI World / ACWI Index - 5 basis points      Private Equity Composite is July 1, 2010

Bloomberg US Aggregate Index - 2 basis points      Absolute Return Composite is July 1, 2014

Historical Value Add - January 1, 1995 - December 31, 2024
CMERS Total Fund (everything except Real Assets)

Dollar Weighted Estimates (Net of fees)

Annualized MERS Asset 
Class

Value of a Dollar 
Invested in

(c)Active Management Impact $Millions Estimate is based on 
monthly ERS asset class balances.



MERS' decision to hire some active managers versus hiring only passive managers

Time Weighted Returns

Annualized 
Index

Active 
Management 

Impact(b)

MERS Asset Class Index Gross Net of fees

Net of 

fees(a)
MERS 

Asset Class Index $Millions

Domestic Equity Russell 3000 11.29% 11.02% 12.52% 2.85$          3.25$     (136.1)$            

International Equity MSCI EAFE 6.72% 6.22% 5.15% 1.83$          1.65$     98.4$               

Global Equity MSCI World / ACWI 10.67% 10.31% 9.18% 2.67$          2.41$     48.5$               

Fixed Income
Bloomberg US 
Aggregate 2.08% 1.95% 1.33% 1.21$          1.14$     65.3$               

Private Equity Russell 3000 N/A 15.74% 12.52% 4.31$          3.25$     47.2$               

Absolute Return
Bloomberg US 
Aggregate N/A 6.16% 1.33% 1.82$          1.14$     199.9$             

Estimate of Fund's benefit from its decision to hire active managers over past 10 years 323.1$             

(a)Manager Fees for indices are assumed to be:

Russell 3000 Index - 2 basis points

MSCI EAFE Index - 5 basis points

MSCI World / ACWI Index - 5 basis points

Bloomberg US Aggregate Index - 2 basis points

Historical Value Add - January 1, 2015 - December 31, 2024
CMERS Total Fund (everything except Real Assets)

Dollar Weighted Estimates (Net of fees)

Annualized MERS Asset 
Class

Value of a Dollar 
Invested in

(b)Active Management Impact $Millions 
Estimate is based on monthly ERS asset 
class balances.
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Historical Value Add - January 1, 1995 - December 31, 2024
CMERS Public Equity and Fixed Income only
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MERS' decision to hire some active managers versus hiring only passive managers

Time Weighted Returns

Annualized 
Index

Active 
Management 

Impact(c)

MERS Asset Class Index Gross Net of fees

Net of 

fees(a)
MERS 

Asset Class Index $Millions

Domestic Equity Russell 3000 10.67% 10.40% 10.79% 19.45$        21.64$   (3.2)$                

International Equity(b) MSCI EAFE 7.13% 6.70% 4.67% 6.42$          3.70$     429.6$             

Global Equity(b) MSCI World / ACWI 10.00% 9.62% 9.38% 3.88$          3.75$     23.0$               

Fixed Income
Bloomberg US 
Aggregate 5.72% 5.61% 4.54% 5.14$          3.79$     307.4$             

Estimate of Fund's benefit from its decision to hire active managers over past 30 years 756.8$             

(a)Manager Fees for indices are assumed to be: (b)Inception Dates if less than 30 years:

Russell 3000 Index - 2 basis points      International Equity Composite is May 1, 1996

MSCI EAFE Index - 5 basis points      Global Equity Composite is April 1, 2010

MSCI World / ACWI Index - 5 basis points

Bloomberg US Aggregate Index - 2 basis points

Historical Value Add - January 1, 1995 - December 31, 2024
CMERS Public Equity and Fixed Income only

Dollar Weighted Estimates (Net of fees)

Annualized MERS Asset 
Class

Value of a Dollar 
Invested in

(c)Active Management Impact $Millions Estimate is based on 
monthly ERS asset class balances.



MERS' decision to hire some active managers versus hiring only passive managers

Time Weighted Returns

Annualized 
Index

Active 
Management 

Impact(b)

MERS Asset Class Index Gross Net of fees

Net of 

fees(a)
MERS 

Asset Class Index $Millions

Domestic Equity Russell 3000 11.29% 11.02% 12.52% 2.85$          3.25$     (136.1)$            

International Equity MSCI EAFE 6.72% 6.22% 5.15% 1.83$          1.65$     98.4$               

Global Equity MSCI World / ACWI 10.67% 10.31% 9.18% 2.67$          2.41$     48.5$               

Fixed Income
Bloomberg US 
Aggregate 2.08% 1.95% 1.33% 1.21$          1.14$     65.3$               

Estimate of Fund's benefit from its decision to hire active managers over past 10 years 76.0$               

(a)Manager Fees for indices are assumed to be:

Russell 3000 Index - 2 basis points

MSCI EAFE Index - 5 basis points

MSCI World / ACWI Index - 5 basis points

Bloomberg US Aggregate Index - 2 basis points

(b)Active Management Impact $Millions 
Estimate is based on monthly ERS asset 
class balances.

Historical Value Add - January 1, 2015 - December 31, 2024
CMERS Public Equity and Fixed Income only

Dollar Weighted Estimates (Net of fees)

Annualized MERS Asset 
Class

Value of a Dollar 
Invested in
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