MercedCERA RETIREMENT BOARD INVESTMENT MEETING AGENDA
THURSDAY, APRIL 22, 2021
MERCED COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
TELEPHONE NUMBER: 1-310-372-7549, CONFERENCE CODE: 975839
ALTERNATE CONFERENCE CALL IN NUMBER (FOR USE ONLY IF PRIMARY
NUMBER MALFUNCTIONS): 669-900-6833, Meeting ID: 930 3019 5748, Passcode: 095484

CALL TO ORDER: 8:15 A.M.

Important Notice Regarding SARS-COV-2

Based on guidance from the California Department of Public Health and the California
Governor’s Office, in order to minimize the spread of the SARS-COV-2 virus,
MercedCERA'’s building will be closed to the public during MercedCERA Board meetings.
Members of the MercedCERA Board will participate in this meeting offsite via conference
call. Members of the public may listen to the meeting and offer public comment
telephonically by calling into the telephone number provided above and entering the stated
conference code. If you have any issues participating in the meeting telephonically or require
reasonable accommodation for your participation, please contact MercedCERA staff at 209-
726-2724. Please turn your cell phone or other electronic device to non-audible mode.

ROLL CALL

APPROVAL OF MINUTES: April 8, 2021

PUBLIC COMMENT

Members of the public may comment on any item under the Board’s jurisdiction. Matters presented
under this item will not be discussed or acted upon by the Board at this time. For agenda items,
the public may make comments at the time the item comes up for Board consideration. Persons
addressing the Board will be limited to a maximum of five (5) minutes in total. Please state your
name for the record.

CLOSED SESSION

As provided in the Ralph M. Brown Act, Government Code sections 54950 et seq., the Board may
meet in closed session with members of its staff, county employees and its attorneys. These
sessions are not open to the public and may not be attended by members of the public. The matters
the Board will meet on in closed session are identified below. Any public reports of action taken
in the closed session will be made in accordance with Government Code sections 54957.1.

(1) DISCUSSION AND POSSIBLE ACTION REGARDING INVESTMENTS IN
RECOMMENDED FUNDS, ROLL CALL VOTE REQUIRED.
(Govt. Code § 54956.81)
1. Discussion and possible action to adopt the recommendation regarding
Funds/Managers — Cliffwater.

RETURN TO OPEN SESSION
Report on any action taken in closed session.




REGULAR CALENDAR

BOARD ACTIONYDISCUSSION
Pursuant to Govt. Code § 31594 and MercedCERA’s Investment Objectives & Policy Statement
due diligence analysis requirement:

1. Discussion and possible action on quarterly performance and any managers and/or funds —
Cliffwater.
2. Discussion and possible action regarding March monthly performance and any managers
and/or funds — Meketa Group.
Presentation of ‘2021 Capital Markets Assumptions’ for Meketa — Meketa Group.
4. Discussion and possible action to adopt new Superior Courts of Merced County Pay Code
‘SPS’ used for COVID Supplemental Paid Sick Leave as a pensionable pay code — Staff.
5. Review calendar of any training sessions and authorize expenditures for Trustees and
Plan Administrator. Pursuant to Govt. Code § 31522.8 and MercedCERA’s Trustees
Education and Training Policy requirements. Examples of upcoming training and
educational sessions:
e SACRS Spring Conference, May 11-14, 2021 (virtual conference).
e CALAPRS Trustee Roundtable, May 10, 2021 (virtual conference).
e CALAPRS Advanced Principles of Pension Governance for Trustees, June 7, 9, 11,
2021.
e SACRS/UC Berkeley Public Pension Investment Management Program, July 13-22,
2021 (virtual conference).
e SACRS Fall Conference, November 9-12, 2021 (in person/virtual conference TBD).

w

INFORMATION ONLY

MercedCERA UPCOMING BOARD MEETINGS:
Please note: The MercedCERA Board Meeting and/or Education Day times and dates may be
changed in accordance with the Ralph M. Brown Act by the MercedCERA Board as required.

e May 13, 2021

e May 27, 2021

ADJOURNMENT

All supporting documentation is available for public review in the office of the Merced County
Employees’ Retirement Association, 3199 M Street, Merced, California, 95348 during regular
business hours, 8:00 a.m. — 5:00 p.m., Monday through Friday.

The Agenda is available online at www.co.merced.ca.us/retirement

Any material related to an item on this Agenda submitted to the Merced County Employees’
Retirement Association, after distribution of the Agenda packet is available for public inspection in
the office of the Merced County Employees’ Retirement Association.

Persons who require accommodation for a disability in order to review an agenda, or to participate in
a meeting of the Merced County Employees’ Retirement Association per the American Disabilities
Act (ADA), may obtain assistance by requesting such accommodation in writing addressed to Merced
County Employees’ Association, 3199 M Street, Merced, CA 95348 or telephonically by calling (209)

L“Action” means that the Board may dispose of any item by any action, including but not limited to the following
acts: approve, disapprove, authorize, modify, defer, table, take no action, or receive and file



http://www.co.merced.ca.us/retirement

726-2724. Any such request for accommodation should be made at least 48 hours prior to the
scheduled meeting for which assistance is requested.














































































































































M E KETA Merced County Employees' Retirement Association

Total Fund | As of March 31, 2021

Allocation vs. Targets and Policy

Current Currgnt Policy Difference Policy Range ol

Balance Allocation Range?
[ us Equity $271560,272 25.2% 21.0% 42% 15.0% - 26.0% Yes
1 international Equity $132,513,436 12.3% 10.0% 2.3% 5.0% - 15.0% Yes
[T Emerging Markets Equity $100,828,220 9.4% 8.0% 14% 4.0%-12.0% Yes
[ Real Estate $80,087,132 7.4% 8.0% -0.6% 6.0% - 10.0% Yes
[ private Equity $64,923,643 6.0% 15.0% -9.0% 5.0% - 20.0% Yes
[ us Fixed Income $191,439,727 17.8% 18.0% -0.2% 13.0% - 23.0% Yes
|:| Opportunistic Credit $66,096,746 6.1% 5.0% 11% 3.0%-7.0% Yes
[T Hedge Funds $99,879,417 9.3% 10.0% -0.7% 5.0% - 15.0% Yes
[ Real Assets $63,582,955 5.9% 5.0% 0.9% 3.0%-7.0% Yes
[T cash $5,057,472 0.5% 0.0% 0.5% 0.0% - 5.0% Yes

Total $1,075,969,020 100.0% 100.0%

—————
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M E KETA Merced County Employees' Retirement Association

Total Fund | As of March 31, 2021

Asset Allocation History
5 Years Ending March 31, 2021
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M E KETA Merced County Employees' Retirement Association

Total Fund | As of March 31, 2021

Asset Class Performance Summary

Market Value % of 1Mo QTD Fl\s(_craDI Inception Inception
($) Portfolio (%) (%) %) (%) Date
Total Fund (Net)* 1,075,969,020 100.0 0.6 19 18.1 31.6 10.2 10.5 8.2 8.4 Dec-94
Total Fund (Gross)* 0.6 2.0 18.4 322 10.5 10.8 8.6 8.5
Policy Index 0.7 16 17.4 262 91 10.1 85 6.4 Dec-94
Total Fund w/o Alternatives (Net) 762,438,401 70.9 0.6 1.9 211 40.4 12.0 121 9.4 - Dec-94
Total Fund w/o Alternatives (Gross) 0.6 2.0 21.5 41.0 12.4 12.4 9.1 -
Policy Index w/o Al 11 28 217 391 10.3 10 - - Dec-94
US Equity (Net) 271,560,272 25.2 35 5.5 30.0 57.3 16.0 16.4 13.5 10.7  Dec-94
US Equity (Gross) 3.6 5.5 30.2 57.7 16.2 16.6 13.7 10.8
Russell 3000 36 6.3 332 625 16.5 16.5 136 10.7 Dec-94
International Equity (Net) 233,341,656 21.7 -1.2 1.4 315 63.7 13.9 14.3 7.4 6.7 Dec-98
International Equity (Gross) -1.2 1.6 324 65.1 145 14.9 8.0 7.0
International Equity Custom 0.7 31 30.0 514 7.0 10.6 6.0 50 Dec-98
Developed International Equity (Net) 132,513,436 12.3 2.0 31 21.8 41.8 7.7 10.0 5.8 4.6 Jan-08
Developed International Equity (Gross) 2.0 33 225 428 81 10.4 6.3 5.1
Custom Blended Developed International Equity Benchmark 22 39 283 494 6.6 9.2 57 36 Jan-08
Emerging Markets Equity (Net) 100,828,220 9.4 -5.0 -1.0 423 93.2 21.4 21.2 - 10.2 Apr-12
Emerging Markets Equity (Gross) -5.0 -0.8 433 95.1 22.5 22.3 - 1.2
Custom Blended Emerging Markets Benchmark -15 23 34.1 584 6.7 124 4.0 57 Apr-12
US Fixed Income (Net) 191,439,727 17.8 -1.2 -3.4 -21 1.0 4.2 3.6 3.8 52  Dec-94
US Fixed Income (Gross) -1 -3.3 -2.0 1.2 43 37 4.0 5.3
BBgBarc US Aggregate TR -12 -34 21 0.7 44 38 36 29 Dec-94
Opportunistic Credit (Net) 66,096,746 6.1 0.5 2.5 12.1 22.0 - - - 6.8 May-19
Opportunistic Credit (Gross) 0.5 2.6 124 22.5 - -- -- 71

50% Barclays US Aggregate / 25% Barclays US High Yield / 25%

Credit Suisse Leveraged Loans 06 10 44 o - - - 53 May-19

The current US Fixed Income benchmark is the Barclays US Agg. Please refer to the benchmark history for the composition of the US Fixed Income benchmark in earlier periods.
Data prior to March 2018 provided by prior consultant.
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M E KETA Merced County Employees' Retirement Association

Total Fund | As of March 31, 2021

Market Value % of Flile_aDl 10 Yrs Inception Inception
(8) Portfolio ®%) (%) (%) Date
Real Estate (Net) 80,087,132 7.4 0.9 12 1.6 0.8 2.5 4.3 6.7 = Mar-99
Real Estate (Gross) 0.9 1.2 16 0.8 25 4.4 7.4 7.9
Custom Blended Real Estate Benchmark 13 13 02 12 41 54 87 7.0 Mar-99
CPI + 5% (Seasonally Adjusted) 10 25 6.9 7.9 7.1 7.3 68 - Mar-99
Private Real Estate (Net) 59,590,020 5.5 0.0 0.0 -0.1 -0.9 1.9 3.9 6.5 = Mar-99
Private Real Estate (Gross) 0.0 0.0 -0.1 -0.8 1.9 41 7.2 7.8
Custom Blended Real Estate Benchmark 13 s, 02 12 41 54 87 7.0 Mar-99
Private Equity (Net) 64,923,643 6.0 0.0 0.0 16.6 12.6 10.8 10.6 9.7 82  Jun-05
Private Equity (Gross) 0.0 0.0 16.6 12.6 10.8 10.6 10.0 8.4
Custom Blended Private Equity Benchmark 0.0 0.0 231 15.9 16.2 16.9 - - Jun-05
Russell 3000 +3% I-Quarter Lag 47 15.5 56.1 24.5 17.9 18.9 172 133 Jun-05
Hedge Fund (Net) 99,879,417 9.3 0.9 47 14.6 21.3 5.2 6.7 - 47 Jun-14
Hedge Fund (Gross) 0.9 4.9 15.4 22.4 5.8 7.1 - 5.0
Custom Blended Hedge Fund Benchmark 04 25 155 24.6 56 6.0 - 44 Jun-14
Real Assets (Net) 63,582,955 5.9 0.1 1.3 9.7 10.8 7.2 6.9 8.0 = Mar-99
Real Assets (Gross) 0.1 13 9.8 1.0 7.4 71 8.6 -
Custom Blended Real Assets Benchmark 0.0 0.0 6.7 -9.0 36 6.3 = = Mar-99
CPI + 5% (Seasonally Adjusted) 10 25 6.9 7.9 7.1 7.3 6.8 - Mar-99
Private Infrastructure (Net) 21,128,134 2.0 0.0 0.0 3.5 1.2 10.5 1.0 = 8.5 Dec-14
Private Infrastructure (Gross) 0.0 0.0 3.5 1.4 10.6 1.0 - 8.5
S&P Global Infrastructure Net TR USD 43 28 19.7 36.0 47 58 8.3 38 Dec-14
Private Natural Resources (Net) 12,101,715 11 0.0 0.0 10.0 -10.0 3.2 9.8 -- 10.7 Sep-15
Private Natural Resources (Gross) 0.0 0.0 10.0 -10.0 3.2 9.8 - 10.7
S&P Global Natural Resources Index TR USD 22 18 392 67.7 55 n4 11 122 Sep-15
Cash (Net) 5,057,472 05 0.0 0.0 0.2 0.3 0.9 - - -
Cash (Gross) 0.0 0.0 0.2 0.3 0.9 - -- -

*One or more accounts have been excluded from the composite for the purposes of performance calculations and market value.

Private Markets values are cash flow adjusted from 9/30/2020 NAVs unless otherwise noted.

Real Assets includes State Street Real Asset NL Fund.
N
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M E KETA Merced County Employees' Retirement Association

Total Fund | As of March 31, 2021

Trailing Net Performance

Fiscal : .
Market Value % of % of TD vTD Inception Inception
(8) Portfolio Sector %) (%) Date
()

Total Fund(Net)* 1,075,969,020 100.0 - 0.6 19 18.1 316 10.2 10.5 8.2 8.4 Dec-94
Policy Index 0.7 16 174 26.2 a1 10.1 85 6.4 Dec-94
Total Fund w/o Alternatives(Net) 762,438,401 70.9 70.9 0.6 1.9 211 404 12.0 121 9.4 = Dec-94

Policy Index w/o Al 11 28 217 391 10.3 1.0 - - Dec-94
US Equity(Net) 271,560,272 25.2 35.6 3.5 5.5 30.0 57.3 16.0 16.4 13.5 10.7 Dec-94
Russell 3000 36 6.3 332 62.5 16.5 16.5 136 10.7 Dec-94
Mellon Dynamic US Equity(Net) 128,120,784 1.9 47.2 45 52 26.9 516 17.8 181 - 18.2 Dec-12
S&P 500 44 6.2 29.7 56.4 16.8 16.3 139 15.5 Dec-12
Mellon Large Cap(Net) 108,057,302 10.0 3908 4.0 6.1 320 60.8 17.4 16.7 - 16.7 Mar-16
Russell 1000 38 59 318 60.6 7.3 16.7 14.0 16.7 Mar-16
Champlain Small Cap(Net) 35,382,185 33 13.0 -13 49 - - - - - 30.3 Nov-20
Russell 2000 10 127 554 948 148 16.4 n7 45.0 Nov-20
International Equity(Net) 233,341,656 217 30.6 1.2 14 315 63.7 13.9 14.3 7.4 6.7 Dec-98
International Equity Custom 07 31 30.0 514 7.0 10.6 6.0 50 Dec-98
Developed International Equity(Net) 132,513,436 12.3 56.8 2.0 31 21.8 418 7.7 10.0 5.8 4.6 Jan-08
Custom Blended Developed International Equity 25 30 283 494 66 92 57 36 Jan-08
Benchmark
GQG International Equity(Net) 53,441,735 5.0 40.3 06 25 174 379 - - - 137 Dec-19
MSCI ACWI ex USA 13 35 28.7 494 6.5 9.8 4.9 143 Dec-19
First Eagle International Value Fund(Net) 48,911,110 45 36.9 2.6 13 16.7 30.3 - - - 6.5 Dec-19
MSCI EAFE 23 35 258 44.6 6.0 88 55 na Dec-19
MSCI World ex USA 26 4.0 26.5 459 6.3 89 52 14 Dec-19

Historical returns for the US Equity Composite prior to January 2012 and for the International Equity Composite prior to December 2010 are gross only.
Developed International Equity and Emerging Markets Equity composites were only reported as one composite prior to March 2018.
MEKETA INVESTMENT GROUP Page 35 of 48



M E KETA Merced County Employees' Retirement Association

Total Fund | As of March 31, 2021

Fiscal . .
Market Value % of D) YTD 3Yrs 5Yrs 10Yrs Inception Inception
(8) Portfolio %) (%) (%) (%) (%) Date

()

Driehaus International Small Cap Growth(Net) 15,879,543 1.5 120 20 4.4 41.6 787 - - - 25.6 May-19
MSCI ACWI ex US Small Cap Growth NR USD 0.9 33 357 72.6 89 nz 7.2 187 May-19
Acadian ACWI ex U.S. Small Cap Equity(Net) 14,281,049 1.3 10.8 5.0 10.7 40.7 737 - - - 194 May-19
MSCI ACWI ex US Small Cap 20 55 383 69.8 6.6 10.4 6.3 15.1 May-19
Emerging Markets Equity(Net) 100,828,220 9.4 432 -5.0 -1.0 42.3 93.2 21.4 21.2 = 10.2 Apr-12
Custom Blended Emerging Markets Benchmark -15 23 341 584 6.7 124 4.0 57 Apr-12
Artisan Developing World TR(Net) 71,016,029 6.6 704 -6.0 23 393 928 - - - 535 Dec-19
MSCI Emerging Markets -15 23 34.1 584 6.5 121 37 218 Dec-19
RWC(Net) 29,812,190 28 29.6 -2.6 27 51.8 93.0 - - - 27.3 Dec-19
MSCI Emerging Markets -15 23 341 584 6.5 121 37 218 Dec-19
US Fixed Income(Net) 191,439,727 17.8 25.1 -1.2 -34 -2.1 1.0 42 3.6 38 5.2 Dec-94
BBgBarc US Aggregate TR -12 -34 21 07 44 38 36 55 Dec-94
Vanguard Total Bond Market Index Fund(Net) 91,146,071 85 47.6 -1.4 -3.6 -2.4 0.6 - - - 49 May-19
BBgBarc US Aggregate TR -2 -34 21 07 47 31 34 49 May-19
Barrow Hanley(Net) 89,697,244 8.3 46.9 -1 -35 -19 25 5.1 33 35 3.7 Mar-10
BBgBarc US Aggregate TR -12 -34 21 0.7 47 31 34 36 Mar-10
Vanguard Short-Term Treasury Index Fund(Net) 10,596,412 1.0 55 0.0 -0.1 0.1 0.3 27 - - 27 Feb-18
BBgBarc US Govt 1-3 Yr TR 0.0 -0.1 01 04 28 17 13 28 Feb-18
BBgBarc US Govt 1-5 Yr TR -02 -0.6 -04 0.0 33 19 17 33 Feb-18

The current US Fixed Income benchmark is the Barclays US Agg. Please refer to the benchmark history for the composition of the US Fixed Income benchmark in earlier periods.
Historical returns for the US Fixed Income Composite prior to December 2010 and for Barrow Hanley prior to June 2010 are gross only.

—————
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M E KETA Merced County Employees' Retirement Association

Total Fund | As of March 31, 2021

Market Value % of 3Yrs 5Yrs 10Yrs Inception Inception
(8) Portfolio ) (%) (%) (%) (%) Date
Opportunistic Credit(Net) 66,096,746 6.1 8.7 0.5 2.5 121 22.0 = = = 6.8 May-19
50% Barclays US Aggregate / 25% Barclays US High } ) _ _ _ .
Yield / 25% Credit Suisse Leveraged Loans 06 10 44 1o 53 May-19
PIMCO Income Fund(Net) 25,331,186 24 383 -01 -0.2 74 144 - - - 5.0 Apr-19
BBgBarc US Aggregate TR -2 -34 -21 07 47 31 34 49 Apr-19
GoldenTree Multi-Sector Credit(Net) 23,206,182 22 351 03 24 138 27.3 - - - 71 Jun-19
. . ) U
50% BBgBarc US High Yield TR/50% Credit Suisse o1 14 o 223 55 6.7 55 6.0 Jun-19
Leveraged Loans
Sculptor Credit Opportunities Domestic Partners, 17,559,378 16 266 15 68 71 . . B B 71 Jul-20
LP(Net)
50% BBgBarc US High Yield TR/50% Credit Suisse o1 14 2 223 55 6.7 55 e Jul-20
Leveraged Loans
Real Estate(Net) 80,087,132 7.4 7.4 0.9 1.2 1.6 0.8 2.5 4.3 6.7 = Mar-99
Custom Blended Real Estate Benchmark 13 13 02 12 41 54 87 7.0 Mar-99
CPI + 5% (Seasonally Adjusted) 10 25 6.9 7.9 7.1 7.3 68 - Mar-99
Vanguard REIT Index(Net) 20,497,112 19 25.6 51 87 - - - - - 15.6 Aug-20
Spliced Vanguard REIT Benchmark 51 87 204 36.7 i 6.2 9.0 15.7 Aug-20
Private Real Estate(Net) 59,590,020 5.5 74.4 0.0 0.0 -0.1 -0.9 1.9 3.9 6.5 = Mar-99
Custom Blended Real Estate Benchmark 13 13 02 12 41 54 87 7.0 Mar-99
UBS Trumbull Property(Net) 35,029,523 33 588 0.0 0.0 -30 -2.6 0.3 19 6.0 6.4 Mar-99
Patron Capital V(Net) 7,772,596 0.7 13.0 0.0 0.0 1.2 38 -0.1 72 - 6.9 Jan-16

GoldenTree Multi-Sector Credit market value based on manager estimate.
Sculptor Credit Opportunities Domestic Partners market value based on manager estimate.

Private Markets values are cash flow adjusted from 9/30/2020 NAVs.

Data prior to March 2018 provided by prior consultant.
Private Real Estate results prior to 1/1/2019 were included in the Real Assets composite. All results for the Private Real Estate composite that include the period prior to 1/1/2019 will reflect only the latest lineup of managers that Meketa
received information for, therefore it may not reflect the entire Private Real Estate composite at that given time.

E——
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M E KETA Merced County Employees' Retirement Association

Total Fund | As of March 31, 2021

Market Value % of D) 3Yrs 5Yrs 10Yrs Inception Inception

(8) Portfolio ) (%) (%) (%) (%) Date

Greenfield Gap VII(Net) 5,478,611 05 92 0.0 0.0 25 -22 86 107 - 14 Dec-14
Taconic CRE Dislocation Fund II(Net) 4,598,011 04 77 0.0 0.0 22 4.0 - - - 7.0 Nov-18
AG Realty Value Fund X, L.P.(Net) 2,356,402 0.2 40 0.0 0.0 6.0 36 - - - 72 Jun-19
Carlyle Realty VIII(Net) 1,782,013 02 30 0.0 0.0 -4.4 12.0 -43 - - -12.8 Dec-17
Cerberus Real Estate Debt Fund, L.P.(Net) 1,491,829 01 25 0.0 0.0 16.7 - - - - 167 Jul-20
Rockpoint Real Estate Fund VI, L.P.(Net) 736,386 01 12 0.0 0.0 -28 -58 - - - -5.8 May-20
Carmel Partners Investment Fund VII(Net) 344,649 0.0 0.6 0.0 0.0 -15.2 -22.4 - - - -39.1 Apr-19
Private Equity(Net) 64,923,643 6.0 6.0 0.0 0.0 16.6 12.6 10.8 10.6 9.7 82  Jun-05
Custom Blended Private Equity Benchmark 0.0 0.0 231 15.9 16.2 16.9 - - Jun-05
Russell 3000 +3% 1-Quarter Lag 47 155 56.1 245 17.9 189 172 133 Jun-05
Invesco VI(Net) 6,853,465 0.6 10.6 0.0 0.0 306 248 148 139 - 132 Jun-13
Adams Street(Net) 6,119,513 06 9.4 0.0 0.0 307 16.7 124 124 13.0 77 Sep-05
g;\g:rstzr;iﬁ??:‘:; :‘\;’&ge':)erm Distressed 4,906,517 05 76 00 00 42 -0 77 - - 77 Apri8
Ocean Avenue II(Net) 4858439 05 75 0.0 0.0 85 147 177 174 - 12.0 Jun-14
Summit Partners Growth Equity Fund X-A(Net) 4,634,691 04 71 0.0 0.0 105 303 - - - 83 Mar-20
TCV X(Net) 4,193,082 04 6.5 0.0 0.0 386 357 - - - 13 Apr-19
Pantheon II(Net) 3,672,109 03 57 0.0 0.0 275 218 148 14.3 - 12.3 Dec-1i
GTCR Fund XII(Net) 3,455,664 03 53 0.0 0.0 365 285 - - - 9.3 Jun-18

Adams Street includes Adams Street 2005, Adams Street 2007, and Adams Street 2011.
Pantheon I includes Pantheon US Fund VI and Pantheon Europe Fund IV.

Pantheon Il includes Pantheon US Fund IX, Pantheon Asia Fund VI, and Pantheon Europe Fund VII.
Pantheon Secondary includes Pantheon GLO SEC Ill B.

—————
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M E KETA Merced County Employees' Retirement Association

Total Fund | As of March 31, 2021

Market Value % of D) Fi\s(_(lz_aDI 3Yrs 5Yrs 10Yrs Inception Inception

(8) Portfolio %) (%) (%) (%) (%) Date

Carrick Capital Partners IlI(Net) 3,339,768 0.3 51 0.0 0.0 94 38 - - - 33 Aug-18
Cortec Group Fund VII(Net) 3,162,379 0.3 49 0.0 0.0 20.7 16.9 - - - 15 Dec-19
Genstar Capital Partners IX(Net) 3,152,074 0.3 49 0.0 0.0 259 18.6 - - - 143 Jul-19
Cressey & Company Fund VI(Net) 2862473 0.3 44 0.0 0.0 229 214 - - - 78 Jan-19
Raven Asset Fund II(Net) 2,620,858 0.2 40 0.0 0.0 -17.6 -17.4 -47 -41 - -4.3 Aug-14
Spark Capital Growth Fund IlI(Net) 2,471129 02 38 0.0 0.0 -9.4 -9.4 - - - -87 Mar-20
Taconic Market Dislocation Fund Il LP.(Net) 1,990,602 0.2 31 0.0 0.0 0.0 - - - - 0.0 Jul-20
Silver Point Specialty Credit Fund II, LP.(Net) 1,960,129 0.2 30 0.0 0.0 77 - - - - 77 Jul-20
Accel-KKR Growth Capital Partners Ill(Net) 1,677,416 0.2 2.6 0.0 0.0 44 45 - - - -75 Jul-19
Marlin Heritage Europe I, L.P.(Net) 1199,693 0.1 18 0.0 0.0 - - - - - 0.0 Oct-20
Spark Capital VI(Net) 934,409 01 14 0.0 0.0 122 122 - - - 13 Mar-20
Pantheon Secondary(Net) 280,373 0.0 04 0.0 0.0 15.4 46 20 21 21 29 Jun-07
Accel-KKR Capital Partners VI(Net) 189,576 0.0 0.3 0.0 - - - - - - 0.0 Feb-21
Pantheon I(Net) 177,482 0.0 0.3 0.0 0.0 0.2 -46 -5 -47 08 0.3 Dec-05
Khosla Ventures VII(Net) 138,000 0.0 0.2 0.0 0.0 - - - - - 0.0 Jan-21
Khosla Ventures Seed E(Net) 42,000 0.0 01 0.0 - - - - - - 0.0 Feb-21
TCV XI(Net) 27,200 0.0 0.0 0.0 - - - - - - 0.0 Feb-21
Invesco IV(Net) 4,602 0.0 0.0 0.0 0.0 -19.6 -42.3 79 121 n3 929 Jun-05

Historical returns for Invesco IV prior to April 2012 are gross only.

—————
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M E KETA Merced County Employees' Retirement Association

Total Fund | As of March 31, 2021

Fiscal : .
Market Value % of D) YTD 3Yrs 5Yrs 10Yrs Inception Inception
(8) Portfolio %) (%) (%) (%) (%) Date

0

Hedge Fund(Net) 99,879,417 9.3 9.3 0.9 47 14.6 21.3 5.2 6.7 - 47 Jun-14
Custom Blended Hedge Fund Benchmark 04 25 155 24.6 56 6.0 - 44 Jun-14
Silver Point Capital(Net) 15,341,956 14 15.4 23 9.0 255 341 78 - - 7.8 Nov-17
Laurion Capital(Net) 13,707,848 13 137 6.3 172 259 346 - - - 215 Aug-18
Taconic Opportunity Fund(Net) 13,543,968 13 136 08 48 129 182 - - - 5.4 Dec-18
Wellington-Archipelago(Net) 13,504,635 13 135 0.3 0.9 91 18.6 47 - - 5.6 Aug-17
Sculptor (0Z) Domestic II(Net) 13,466,662 13 135 -0.2 33 15.1 29.2 105 10.9 - 81 Jun-14
Marshall Wace Global Opportunities(Net) 9,620,712 0.9 9.6 -48 -74 5.6 - - - - 6.9 May-20
KLS Diversified(Net) 8,644,168 08 87 -0.2 35 12.0 145 -13 - - -0.9 Oct-17
Graham Absolute Return(Net) 8,145,113 08 82 23 6.3 16.5 238 34 - - 35 Aug-17
Marshall Wace Eureka(Net) 3,904,354 04 39 -22 05 135 192 58 - - 6.6 Nov-17
Real Assets(Net) 63,582,955 5.9 5.9 0.1 13 9.7 10.8 7.2 6.9 8.0 - Mar-99
Custom Blended Real Assets Benchmark 0.0 0.0 6.7 -9.0 36 6.3 - - Mar-99
CPI + 5% (Seasonally Adjusted) 10 25 6.9 7.9 7.1 7.3 6.8 - Mar-99
SSgA(Net) 30,353,106 28 477 03 53 215 341 53 - - 52 Apr-17
Real Asset NL Custom Blended Index 0.9 6.1 228 357 56 - - 55 Apr-17
Private Infrastructure(Net) 21,128,134 2.0 33.2 0.0 0.0 35 1.2 10.5 1.0 - 8.5 Dec-14
S&P Global Infrastructure Net TR USD 43 28 19.7 36.0 47 58 53 38 Dec-14
KKR Global ll(Net) 7,365,970 07 349 0.0 0.0 105 36.9 178 145 - 14.0 Dec-14
North Haven Infrastructure II(Net) 7,180,485 07 340 0.0 0.0 -13 -33 72 103 - 6.6 May-15
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Total Fund | As of March 31, 2021

Market Value % of D) 3Yrs 5Yrs 10Yrs Inception Inception
(8) Portfolio ) (%) (%) (%) (%) Date
ISQ Global Infrastructure Fund II(Net) 3,556,295 0.3 16.8 0.0 0.0 6.4 74 - - - -4.4 Jul-18
KKR Global Infrastructure Investors Il[(Net) 2,354,341 0.2 11 0.0 0.0 75 31 - - - -59 Jan-19
Ardian Infrastructure Fund V(Net) 671,043 01 32 0.0 0.0 -347 -402 - - - -307 Oct-19
Private Natural Resources(Net) 12,101,715 1.1 19.0 0.0 0.0 10.0 -10.0 3.2 9.8 - 10.7 Sep-15
S&P Global Natural Resources Index TR USD 22 18 392 67.7 55 14 11 122 Sep-15
GSO Energy Opportunities(Net) 2,771,065 03 229 0.0 0.0 26.9 -17.4 -3.0 81 - 72 Nov-15
Tailwater Energy Fund IV, LP(Net) 2,010,843 0.2 16.6 0.0 0.0 52 -231 - - - -24.6 Oct-19
ELanC:ﬁlofg (i'gtt)’a' Energy and Power Infrastructure 1769,520 02 146 00 00 341  -08 ~ - - 21 Juk9
Taurus Mining(Net) 1,580,154 0.1 131 0.0 0.0 -0.6 -136 51 81 - 107 Sep-15
Taurus Mining Annex(Net) 1,567,697 01 13.0 0.0 0.0 76 14.0 208 - - 244 Jan-17
EnCap IV(Net) 1,252,944 0.1 10.4 0.0 0.0 38 -56 -06 - - -05 Feb-18
EnCap XI(Net) 1149,492 01 95 0.0 0.0 -6.5 -29.7 -218 - - -287 Jul-17
Cash(Net) 5,057,472 0.5 0.5 0.0 0.0 0.2 0.3 0.9 - - -
Cash(Net) 4,332,363 04 857 0.0 0.0 02 03 12 11 -16 - Sep-03
Treasury Cash(Net) 725,108 0.1 14.3

*One or more accounts have been excluded from the composite for the purposes of performance calculations and market value.

—————
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Total Fund | As of March 31, 2021

Benchmark History

As of March 31, 2021

Total Fund

21% Russell 3000 /10% Custom Blended Developed International Equity Benchmark / 8% Custom Blended Emerging Markets Benchmark / 18% BBgBarc US Aggregate TR / 10% Custom
1/1/2020 Present Blended Hedge Fund Benchmark / 15% Custom Blended Private Equity Benchmark / 5% Custom Blended Real Assets Benchmark / 8% Custom Blended Real Estate Benchmark / 5% 50%
Barclays US Aggregate / 25% Barclays US High Yield / 25% Credit Suisse Leveraged Loans

21% US Equity Custom / 18% International Equity Custom /18% US Fixed Custom / 10% Custom Blended Hedge Fund Benchmark / 15% Thomson Reuters Cambridge Private Equity Index /

7h/2019 12/31/2019 5% Real Asset Custom / 8% NCREIF ODCE (net) / 5% 50% Barclays US Aggregate / 25% Barclays US High Yield / 25% Credit Suisse Leveraged Loans
112019 6/30/2019 21% US Equity Custom / 18% International Equity Custom / 23% US Fixed Custom /10% Custom Blended Hedge Fund Benchmark / 15% Thomson Reuters Cambridge Private Equity Index /
5% Real Asset Custom / 8% NCREIF ODCE (net)
27% US Equity Custom / 23% International Equity Custom / 22% US Fixed Custom / 5% Custom Blended Hedge Fund Benchmark / 9% Thomson Reuters Cambridge Private Equity Index /
1112017 12/31/2018
14% Real Asset Custom
702014 12/31/2016 22.7% Russell 1000 / 5.7% Russell 2000 / 23.6% International Equity Custom / 28.5% US Fixed Custom / 4.5% Custom Blended Hedge Fund Benchmark / 8% NCREIF ODCE (net) / 7%

Cambridge Assoc. U.S. Private Equity Legacy Index

Total Fund w/o Alternatives

11/2017 Present 37.5% US Equity Custom / 31.94% International Equity Custom / 30.56% US Fixed Custom
7/1/2014 12/31/2016 28.2% Russell 1000 / 7.1% Russell 2000 / 29.3% International Equity Custom / 35.4% US Fixed Custom
US Equity
1/1/2020 Present Russell 3000
12/31/1994 12/31/2019 80% R1000 / 20% R2000
International Equity
11172019 Present 56% MSCI EAFE Gross / 44% MSCI Emerging Markets Gross
1/1/2017 12/31/2018 69.56% MSCI EAFE Gross / 30.44% MSCI Emerging Markets Gross
7h/2013 12/31/2016 MSCI ACWI ex USA Gross
Developed International Equity
1/1/2020 Present 80% MSCI EAFE / 20% MSCI ACWI ex US Small Cap
1/31/2008 12/31/2019 MSCI EAFE
Emerging Markets Equity
1/1/2020 Present MSCI Emerging Markets
4/30/2012 12/31/2019 MSCI Emerging Markets Gross
US Fixed Income
1/1/2020 Present BBgBarc US Aggregate TR
3/1/2018 12/31/2019 77.27% BBgBarc US Aggregate TR / 22.73% BBgBarc US Govt 1-5 Yr TR
11/2017 2/28/2018 77.27% BBgBarc US Aggregate TR / 22.73% Credit Suisse Leveraged Loans
8/1/2014 12/31/2016 71.93% BBgBarc US Aggregate TR /17.54% ICE BofA US High Yield TR /10.53% Credit Suisse Leveraged Loans
12/31/1994 7/31/2014 US Fixed Custom

I ——
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Opportunistic Credit
5/1/2019 Present 50% BBgBarc US Aggregate TR / 25% BBgBarc US High Yield TR / 25% Credit Suisse Leveraged Loans
Real Estate
1/1/2020 Present NCREIF ODCE (lagged one quarter)
3/31/1999 12/31/2019 NCREIF ODCE (net)

Vanguard REIT Index
8/31/2020 Present MSCI US IMI Real Estate 25-50 GR USD

Private Real Estate

1/1/2020 Present NCREIF ODCE (lagged one quarter)
3/31/1999 12/31/2019 NCREIF ODCE (net)
Private Equity
1/1/2020 Present 50% Cambridge Glob Priv Eq Qtr Lag / 50% Cambridge Venture Capital (1 Quarter Lagged)
6/30/2005 12/31/2019 Thomson Reuters Cambridge Private Equity Index
Hedge Fund
7h/2017 Present 100% HFRI Fund of Funds Composite Index
1/1/2015 6/30/2017 50% HFRI Fund of Funds Composite Index / 50% HFRI RV: Multi-Strategy Index
Real Assets
1/1/2020 Present 50% Cambridge Infrastructure (1 Quarter Lagged) / 50% Cambridge Energy Upstream & Royalties & Private Energy
3/31/1999 12/31/2019 Real Asset Custom
Private Infrastructure
12/31/2014 Present S&P Global Infrastructure Net TR USD
Private Natural Resources
9/30/2015 Present S&P Global Natural Resources Index TR USD
SSgA
4/30/2017 Present 25% Bloomberg Roll Select Commodities Index TR USD / 25% S&P Global LargeMidCap Commodity and Resources NR USD / 10% S&P Global Infrastructure TR USD / 15% DJ US Select

REIT TR USD / 25% BBgBarc US TIPS TR
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M E KETA Merced County Employees' Retirement Association

Disclaimer Information

This material is provided by Meketa Investment Group, Inc. (“Meketa”) for informational purposes only and may contain information that is not
suitable for all clients. No portion of this commentary is to be construed as a solicitation or recommendations to buy or sell a security, or the
provision of personalized investment advice, tax or legal advice. Past performance may not be indicative of future results and may have been
impacted by market events and economic conditions that will not prevail in the future. There can be no assurance that any particular investment
or strategy will prove profitable and the views, opinions, and projects expressed herein may not come to pass. Any direct or indirect reference
to @ market index is included for illustrative purposes only, as an index is not a security in which an investment can be made. Indices are
benchmarks that serve as market or sector indicators and do not account for the deduction of management fees, transaction costs and other
expenses associated with investable products. Meketa does not make any representation as to the accuracy, timeliness, suitability, completeness
or relevance of any information prepared by any unaffiliated third party and takes no responsibility, therefore. Any data provided regarding the
likelihood of various investment outcomes are hypothetical in nature, do not reflect actual investment results, and are not guarantees of futures
results. Investing involves risk, including the potential loss of principal and clients should be guided accordingly.

R
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M 2021 Capital Market Expectations
—— Fundamental Models

Real Estate (cont.)

e For Non-Core Real Estate, we started with a historical premiums versus core RE.
— This includes the effect of greater control, development, buying at distress, etc.

e We added a non-US component (e.g., premium for lower cap rates) and a currency effect.
— We assume 20% to 40% of non-core commitments will be ex-US (majority in Europe).

e We lever the portfolio and then subtract the cost of borrowing.
— Value-added leverage ranges 40-70% while opportunistic ranges 50-80%
— Value-added cost of debt at LIBOR plus 200-350 and opportunistic at LIBOR plus 300-500

e Finally, we subtracted management fees and carried interest.

' Source: NCREIF, Townsend.
R
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M 2021 Capital Market Expectations
— Fundamental Models

Real Estate (cont.)

e For REITs, we focus on historical pricing and yields.
— We first look at current REIT Yields"

= REITs have historically returned 2.4% more than their yield at the start of the period over the
subsequent ten years.

— We next looked at spreads versus Treasuries and Baa corporates.
= REITs have yielded 1.8% more than 5-year Treasuries since 1990.

* REITs have historically yielded 1.2% less than Baa corporate bonds since 1990.

— We also looked at the price change required for REITS to return to the average REIT yield
spread implied in 5 years.

REIT Yield 5-year Treasury Yield Baa Yield

(%) (%) (%)
40 04 33

— We combine these factor by averaging the impact of pricing factors and then adding this to
income and income growth.

' Source: NAREIT.
R
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M 2021 Capital Market Expectations
— Fundamental Models

Real Estate (cont.)

o To arrive at the aggregate RE assumption, we took a weighted average of our expectations for
each of the five components.

— These reflect the weights of a typical client portfolio.

Weight
Component (%)

REITs 10 6.9
Core Private RE 40 50
Value-added RE 20 78
Opportunistic RE 20 89
High Yield RE Debt 10 6.0

Aggregate Real Estate 6.6
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M 2021 Capital Market Expectations

— Fundamental Models
Infrastructure
e For public IS, we first take the weighted average of the regional public equity returns.
Weighting Weighted
(%) Return

(%)

us 431 21

Developed 465 26

EM 104 07

Expected Equity 54

Return:

e We then look at the P-E and P-B ratios of the IS index vs. the global equity market to derive a
signal as to how discounted or expensive IS stocks may be!

— We assume some reversion in pricing to half the difference between the two.

Public IS Global Equities Price Adjustment
P-E ratio 178 333 23.3%
P-B ratio 1.87 292 18.0%

 Finally, we add the average of the price adjustments (per annum) to the expected equity return
to arrive at our preliminary expected return for public IS

E(R)=54%+21%=175%

1 We used the trailing 12-month P-E ratio for the MSCI World Infrastructure and MSCI World indices, respectively.
|
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M 2021 Capital Market Expectations
—— Fundamental Models

Infrastructure (con't)
e For private infrastructure, we built a model that combines income and capital appreciation.

e For income, we used our best estimate of expected yield.
— Assume a range of 4-6% for core and 2-4% for non-core.

e We assume asset prices keep up with inflation and/or GDP growth.

— Use inflation for core IS and GDP for non-core, since the latter is more economically
sensitive.

e We then make a qualitative judgment on our infrastructure team’'s assessment of current
market pricing.

— There is a paucity of publicly available data on pricing for private infrastructure.
e We add a control premium for non-core IS (as these more closely resemble buyouts).

e We lever the portfolios and then subtract the cost of borrowing.
— Core levered at 2.5:1, non-core at 1.7:1
— Cost of debt ranges from LIBOR plus 300-400 for core IS to plus 300-700 for non-core |S.

e Finally, we add any currency effect and subtract management fees and carry.

L ————————————————————————————————————————————————,
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M 2021 Capital Market Expectations

— Fundamental Models

Natural Resources

e For public NR, we take the weighted average of the regional public equity returns.

Weighting Weighted Return
Region (%) (%)
US/Canada 498 25
Developed 399 22
EM 10.3 07
Expected Equity Return: 24

e We then look at the P-E, P-B and EV/EBITDA ratios of two NR indices vs. the global and US equity
markets and average them to derive a signal as to how discounted or expensive NR stocks may
be and assume reversion in pricing between the two'.

Global / US Price

P-E Ratio Public NR Equities Adjustment
S&P Global NR vs. S&P Global BMI P 235 3.0%
S&P NA NR vs S&P 500 195 276 20.5%

' We used the trailing 12-month P-E ratio for the S&P Global Natural Resource and S&P Global BMI indices and the S&P NA Natural Resources and S&P 500, respectively. We
assume reversion to half of the historical difference

L EEEEEEEEEEE———————————————————————————————————————————————————.
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M 2021 Capital Market Expectations
— Fundamental Models

Natural Resources (cont.)

Global/ US Price

EV/EBITDA Public NR Equities Adjustment
S&P Global NR vs. S&P Global BMI 12.2 16.3 17.0%
S&P NA NR vs S&P 500 10.3 18.7 40.7%
Global/ US Price

P-B Ratio Public NR Equities Adjustment
S&P Global NR vs. S&P Global BMI 15 2.1 17.5%
S&P NA NR vs S&P 500 16 42 82.0%

Average Price Adjustment = 30%

e Finally, we add the price adjustment (per annum) to the expected equity return to arrive at our
preliminary expected return for public NR.

E(R) =54% +1.7% =7.1%

L ———————.
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M 2021 Capital Market Expectations
— Fundamental Models

Natural Resources (cont.)

e Most “private” mining partnerships consist of investments in “junior” mining stocks.

— We again take the weighted average of the regional public equity returns.
= Roughly 50/50 USA/Canada and Australia.
— Similarly to Public Natural Resources, we then look at the P-E, P-B and EV/EBITDA ratios of

the reqgional indices vs. their own history and their local market to derive a signal as to how
discounted or expensive mining stocks may be.

Current Avag. Current Avag. Current Ava.

PE PE P-B P-B EV/EBITDA EV/EBITDA
MSCI Australia Small Met/ Min 147 241 2.3 e 6.0 6.8
S&P TSX Div. Met /Min 91 181 0.6 15 4.3 6.6

— We add a control premium (as these resemble buyouts) and subtract fees & carry.

e For oil & gas, we use a similar approach.

— We again take the weighted average of the regional public equity returns.
= 30%in US/Canada, 65% EAFE, and 5% EM

— We then look at the relative pricing of small cap oil & gas stocks.

— We add a control premium (and subtract management fees & carry.

L ————————————————————————————————————————————————————
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M 2021 Capital Market Expectations
— Fundamental Models

Natural Resources (cont.)
e For Timberland, we combine land pricing with income potential.

o We examine the average price per acre of timberland transactions since 1995, excluding the
highest and lowest numbers for each year*

— We then adjusted these prices for inflation and derived a long-term average.

Current Price/Acre Inflation-Adjusted Average Price Adjustment
$1450 $1192 4.0%

— We assume that prices move halfway back toward their historical inflation-adjusted average
e We assume that property values grow in the future at the rate of inflation.
e We assume that real income will be consistent with its trailing 5-year average of 1.1%.

e We add a non-US component (premium for lower cap rates) and a currency effect.
— We assume 25-50% of commitments will be ex-US (Latin America and Australasia).

e We lever the portfolio at 115:1 and then subtract the cost of borrowing, which is estimated at
LIBOR plus 250-350 basis points.

e Finally, we subtract management fees (as well as carry).

! Source: RISI.
N R
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M 2021 Capital Market Expectations
— Fundamental Models

Natural Resources (cont.)
e For Farmland, we use essentially the same model as Timberland.
e We looked at the average price per acre of farmland and cropland'.
— We then adjusted these prices for inflation and derived a long-term average.

Current Price/Acre Inflation-Adjusted Average Price Adjustment
($) )
Farmland 3160 2,070 -26
Cropland 4100 3,336 -19

— We assume that prices move halfway back toward their historical inflation-adjusted average
e We again assume that property values grow in the future at the rate of inflation.
e We assume that real income will be consistent with its trailing 5-year average of 2.5%.

e We add a non-US component (premium for lower cap rates) and a currency effect.
— We assume 20-50% of commitments will be ex-US (Latin America and Australasia).

e We lever the portfolio at 1.6:1 and then subtract the cost of borrowing, which is estimated at
LIBOR plus 300-400 basis points.

e Finally, we subtract management fees and carried interest.

! Source: RISI and USDA. Farmland includes dwellings on properties as well as pastureland.
R ————————
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M 2021 Capital Market Expectations
— Fundamental Models

Natural Resources (cont.)

o To arrive at the aggregate NR assumption, we took a weighted average of our expectations for
each of the five components.

Weight E(R)

Component (%) (%)
Timberland B 57
Farmland 15 6.2
Oil & Gas 50 8.2
Opportunistic Green 10 8.2
Mining 20 83
Aggregate Private NR 7.8
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M 2021 Capital Market Expectations
—— Fundamental Models

Commodities

e For atraditional (or naive) portfolio, we use the following model:
E(R) = Collateral Yield + Roll Return + Spot Return + Diversification Return

E(R) = 0.6% — 0.1% + 0.7% + 2.1% = 3.4%
The collateral yield represents our expected return from cash.

I

— The roll return should vary based on how backwardated or contagoed the market is

* However, this state could change quickly, so our assumption is anchored near zero
— For the spot return, we use the market's expectation for inflation.
— The diversification return is the result of regular rebalancing between commodity futures.

= The diversification return rises as the average variance of the securities in a portfolio rises, as the
average correlation in the portfolio falls and as the number of securities in the portfolio rises.

= However, we use a lower than historical number (2.2%) since correlations among commodities have
risen since the academic research was originally conducted®

1 De Chiara and Raab (2002) document a 2.8% diversification return for the rebalanced Dow Jones AIG Commodities index during the time period 1991 to 2001. Gorton and
Rouwenhorst suggest a diversification return of between 3.0% and 4.5% for an equally-weighted basket of commodity futures.
R ———————
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M 2021 Capital Market Expectations
—— Fundamental Models

Commodities (cont.)

e [n addition, we have models for several more complex strategies, specifically risk parity and real
return.
e For Commodities Risk Parity, we use a strategy with a target volatility of 15%.

— The basic inputs are the same as for a naive portfolio, except we assume a higher
diversification return (2.6%) as risk parity strategies tend to be better diversified than the
broad index.

— We lever the portfolio at 1.5:1, which is in line with the average for managers using this
strategy.

— We then subtract the cost of borrowing as well as management fees (as there is no passive
option).
e For Commodities Real Return, we use a “portable alpha” approach.
— We add the return of TIPS on top of the return for the naive commodities portfolio.
— We then subtract the cost of borrowing as well as management fees.
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M 2021 Capital Market Expectations
— Fundamental Models

Hedge Funds

e To construct the hedge fund models, we use a variety of traditional and alternative betas:
— Traditional betas:

= Equities, distressed debt, credit, commodities, bonds
— Alternative betas:

= Carry trade, convert arb, currency (value and momentum)

e We also add leverage (where appropriate) and subtract the cost of debt and fees.

L EEEEEEEEEEE———————————————————————————————————————————————————.
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M 2021 Capital Market Expectations
— Fundamental Models

Hedge Funds (cont.)

e To arrive at the aggregate Hedge Fund assumption, we take a weighted average of our
expectations for each of the five components.

e The weightings are revised (less in Long-Short, more in Global Macro) based on the
approximate allocation of each category in the hedge fund universe.

Weight E(R)

Component (%) (%)
Long-Short 28 1.7
Event-Driven 26 4.2
Global Macro 19 36
Fixed Income/L-S Credit 1 32
Relative Value/Arbitrage 16 53
Aggregate Hedge Funds 34

L EEEEEEEEEEE———————————————————————————————————————————————————.
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M 2021 Capital Market Expectations

— Fundamental Models

Risk Parity

e To build our model we used the five most common risk parity betas.
— We weighted each such that their contribution to risk (volatility) was equal.
— This requires MVO (due to correlations being less than one).

e We leveraged the group (at 1.4:1) such that the aggregate standard deviation was at the target
(10%).

e We subtract management fees (of 50 basis points; there is no passive option).

Contribution to

Levered E(R)

Component (%)
Equities 14 11 iF'g
Credit 26 08 9
Commodities 14 0.7 17
Currencies 20 1.0 12
Interest Rates 26 1.0 9
Aggregate Risk Parity (net) 41

L EEEEEEEEEEE———————————————————————————————————————————————————.
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M 2021 Capital Market Expectations
— Fundamental Models

Tactical Asset Allocation

e To build our model, we used a compilation of many common traditional betas.
— The weightings reflect a rough average of the TAA managers employed by our clients.

e We subtract management fees (of 75 basis points; there is no passive option).

Component
US Equities 29 49
EAFE Equities 15 Sha
EM Equities 10 1.2
Commodities 10 34
Cash 5 0.6
Investment Grade Bonds 15 1.0
EM Debt 10 28 & 4.3
High Yield 5 3l
TIPS 10 12
Aggregate TAA (net) 27

L EEEEEEEEEEE———————————————————————————————————————————————————.
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M 2021 Capital Market Expectations

— Our Process

The Other Inputs: Standard Deviation and Correlation

e Standard deviation:
— We review the trailing fifteen-year standard deviation, as well as skewness.
— Historical standard deviation serves as the base for our assumptions.

— If there is a negative skew, we increased the volatility assumption based on the size of the
historical skewness.

Standard Deviation Assumption
Asset Class (%) Skewness (%)
Bank Loans 6.6 -2.3 9.0

— We also adjust for private market asset classes with “smoothed” return streams.

e Correlation:
— We use trailing fifteen-year correlations as our guide.
— Again, we make adjustments for “smoothed” return streams.

e Most of our adjustments are conservative in nature (i.e, they increase the standard deviation
and correlation).
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2021 Capital Market Expectations

I<

Summary Data

L ———————————————————————————————————————————————————————————————————————————————————————————
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2021 Capital Market Expectations

I<

Return and Risk Data
10-year 20-year
Expected Expected Star]de_lrd 20-year
Return Deviation Risk Premia’
Asset Class (%)

Cash Equivalents 07 11 1.0 -0.3%
Investment Grade Bonds 0% 18 40 0.4%
Long-term Government Bonds 1.6 25 12.0 1.1%
TIPS 12 18 70 0.4%
High Yield Bonds 33 42 1.0 2.8%
Bank Loans a9 40 9.0 2.6%
Emerging Market Debt (local) 4.3 39 14.0 2.5%
Private Debt 6.6 68 16.0 5.4%
US Equity 52 68 18.0 5.4%
Developed Non-US Equity 6.7 Fil 19.0 5.7%
Emerging Non-US Equity s 81 24.0 6.7%
Global Equity 6.1 71 18.0 5.7%
Private Equity 8.0 N 28.0 7.7%
Real Estate 6.5 6.9 17.0 5.5%
Core Private Infrastructure 71 7.0 14.0 5.6%
Commodities 34 3.7 17.0 2.3%
Hedge Funds 34 A3 7.0 2.9%
Inflation 2.3 21 30

! Risk Premia are calculated relative to our 20-year expected return for intermediate-term government bonds.
|
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2021 Capital Market Expectations

Correlation Data

II I<

Long-
Inv. term Dev. Em.
Grade Gov't Non-US | Market
Bonds Bonds TIPS i Equi
Investment Grade
Bonds 100
Long-term
Government Bonds 082 100
OI?T 0-53 1-00
High Yield Bonds 023  -022 041 100
US Equity 002  -032 019 075 100
Developed Non-US 010  -028 024 076 089 100
Equity
Emerging Market 05  -023 033 075 078 087 100
Equity
000  -010 005 070 085 080 075 100
020 005 010 050 050 045 0.40 045 100
002  -029 0.31 054 053 060 065 0.30 015 100
Core Infrastructure 030 015 030 060 055 055 050 045 060 035 100
(private)
005  -034 026 078 086 088 086 060 045 067 060 100
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2021 Capital Market Expectations

10-Year Return Expectations

10-year Forecasts and Likely Range
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2021 Capital Market Expectations

20-Year Return Expectations

20-year Forecasts and Likely Range
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.

2020 Peer Survey

e Annually, Horizon Actuarial Services, LLC publishes a survey of capital market assumptions that
they collect from various investment advisors!

e The Horizon survey is a useful tool to determine whether a consultant’s expectations for returns
(and risk) are reasonable.
10-Year Average Meketa 10-Year  20-Year Average Meketa 20-Year

Asset Class % % % %
Cash Equivalents 1.6 05 23 1.3
TIPS 20 13 27 21
US Core Bonds 26 1.2 36 21
US High Yield Bonds 49 40 56 49
Emerging Market Debt 2.2 40 59 43
Private Debt 78 6.5 79 6.7
US Equity (large cap) 6.2 52 71 72
Developed Non-US Equity 6.8 74 Vs 78
Emerging Non-US Equity 79 84 8.4 8.8
Private Equity 9l 81 99 91
Real Estate 58 6.4 6.6 70
Infrastructure 6.9 6.4 7! 6.4
Commodities 32 43 40 39
Hedge Funds 4.7 31 5.7 43
Inflation 20 18 22 22

' The 2020 survey included 39 respondents. The 10-year horizon included all 39 respondents, and the 20-year horizon included 18 respondents. Figures based on Meketa's
2020 interim CMEs.
|
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Disclaimers

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.

L EEEEEEEEEEEEE————————————————————————————————————————,
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Merced County Employees’ Retirement Association (MercedCERA)
RETIREMENT BOARD AGENDA ITEM

DATE: April 22, 2021

TO: MercedCERA Board of Retirement

FROM: Martha Sanchez, Fiscal Manager of Benefits and Administration
SUBJECT: Adoption of Pay Code for Superior Courts of Merced County

ITEM NUMBER: 4
ITEM TYPE: Action

STAFF RECOMMENDATION:
1. Adoption of pay code SPS (Supplemental Paid Sick Leave) as pensionable pay
code for Superior Courts of Merced County.

DISCUSSION:

On March 19, 2021, Governor Newsom approved Senate Bill No. 95. This bill provides
80 hours of COVID-19 supplemental paid sick leave for covered employees who are
unable to work or telework due to certain reasons related to COVID-19. Pay code SPS
(Supplemental Paid Sick Leave) would be pensionable.

Staff recommends the following:
1. Adoption of pay code SPS (Supplemental Paid Sick Leave) as pensionable pay
code for Superior Courts of Merced County.



MercedCERA Pay Codes

Updated: April 8, 2021

Pay Codes [5] Description Legacy (Tiers1-3) |  PEPRA (Tier 4)
Included (|

001 Scheduled Regular Hours N N
002/RG Reg Hrs Worked Y Y
020/VAC/1AV Vacation Y Y
021/SLE/1AS Sick Leave Employee Y Y
022/SLF Sick Leave Family Y Y
023/HOL Holiday Schedule Y Y
024/PH Holiday Personal Y Y
025/CTO/1AC Comp Time off Regular Y Y
026 Furlough Bank Y Y
027/MTO/1AM Management Leave Y Y
028/ADM Administrative Leave Y Y
029/JUR Jury Duty Y Y
030/BER Bereavement Leave Y Y
031 Furlough Day Y Y
032/MIL Military Leave Y Y
033 Sheriff Administrative Leave Y Y
034/CAO CAO Administrative Leave Y Y
035 Education Leave Y Y
036 Unit Holiday CTO Y Y
037 Witness Duty Y Y
038 MCMC Orientation Y Y
039 MCMC Training Time Y Y
040 Paid Non-Worked Mgt Hours N N
041/CLD Catastrophic Leave Donated N N
042/CLU Catastrophic Leave Used Y Y
043 Management Leave - Ineligible N N
044 Involuntary Furlough (Court) Y Y
045 Holiday Comp Time Off Y Y
046/AIP Attendance Incentive Program (Court) Y Y
059 Election Day Leave Y Y
060 LV-Emergency Paid Sick-Employee Y Y
061 LV-Emergency Paid Sick-Child/Dependant Y Y
062 LV-Emergency Family and Medical Y Y
063 CEO Admin-Lv DSWCTO Y Y
064 CSPSL (COVID Sup Pd Sick Lv) Y Y
099 B/R Retirement \ Y
101/WC Workers Comp Y Y
102/sDI State Disability Insurance N N
103/FCL Family Care Leave N N
104/LAM Approved LOA Medical N N
105/LAP Approved LOA Personal N N
106/LAU Unauthorized LOA N N
107/SUS Suspension N N
108/MLD Management LTD N N
109/MSD Management STD N N
110/MLA Approved Military LOA N N
111 LOA Military - Seniority N N
112/MSL Voluntary Furlough (Court) N N
198 Converted Hours Adjustments Y Y
199/WCN Workers Comp - No Cont Deducted N N
201/CTE Time & One Half Rate O/T CTE N N
202/0T Time & One Half Rate O/T PMT N N
203/CBC Callback CTE N N
204/CBO Callback Payment N N
205/HCE Holiday CTE N N
206/SOC Straight Time OT CTE N N
207/SOT Straight Time OT PMT N N
208 Sheriff Outside Police Protect N N
209 Sheriff Qtr Shift Change CTE N N
210 Sheriff Qtr Shift Change PMT N N
211 Sheriff Mandatory Training CTE N N
212 Sheriff Mandatory Training PMT N N
213 Traffic Night Court O/T N N
214 MCMC OR Double Time CTE N N
215 MCMC OR Double Time PMT N N
216 MCMC Registry Pay N N
217/CPO CTE Payoff After 7 Pay Periods N[4] N
218 Special Dist Time & One Half N N
219 Special Dist Straight Time OT N N
220/PPT Prior Pay Period Overtime N N
221 Budget Reduction Hours CTE N N
222 MCMC O/C Callback CTE N N
223 MCMC O/C Callback PMT N N
224 Physician O/T N N
225 MCMC Unit 6 N N
226 Sheriff K-9 Time 1/2 of PMT N N
227 Social Worker Phone/Doc PMT N N
228 Call Back Payment-Rounds N N
229 Special Day Remembrance CTE N N
230 Call Back Court CTE N N
231 Call Back Court Payment N N
301 On Call Standard Rate N[4] N
302 On Call Subpoena N[4] N
303 On Call MCMC RN Surg/OR/Rec N N
304 On Call MCMC RN Other Areas N N
305 On Call MCMC Non RN Lic/Cert N N
306 On Call Physician Weekdays N[4] N
307 On Call Physician Weekends N[4] N
308 On Call Home Health RN N N
309/BIL Bilingual Pay Y Y
310 Evening Shift Differential \ Y




311

Night Shift Differential

Y Y

312 Appraisers Differential Y Y
313 Auditors Differential Y Y
314 MCMC ICU/TCU/CCU Differential Y N
315 MCMC Charge Nurse Differential Y N
316 MCMC Relief Cook Differential Y N
317 MCMC Medical Records Dir Diff Y N
318 Mental Health BRITE Differential Y Y
319 Mental Health Supervisor Differential Y Y
320 Mental Health Mentor Differential Y Y
321 Group Counselor Lead Differential Y Y
322 DPW Licensed Engineer Differential Y Y
323 DPW Spraying Differential Y Y
324 DPW S/W Lead Worker Differential Y Y
325 Tool Replacement Allowance Y N
327 HSA Fair Hearing Duty Differential Y Y
329 HSA Underfill SW 11l Differential Y Y
330 HSA Los Banos Supervisor Differential Y Y
331 HSA Social Worker Mentor Differential Y Y
332 Risk Management Director Differential Y Y
333 Uniform Allowance Y N
334 Medical Transcriptionist Differential Y Y
335 Sheriff Investigator Pay Y Y
336 S.W.A.T. Pay Y Y
337 Sheriff Deputy Field Training Officer Pay Y Y
338 Sheriff Sergeant FTO Pay Y Y
339 Sheriff Jail Training Officer Pay Y Y
340 Intermediate POST Certificate Y Y
341 Advanced POST Certificate Y Y
342/TPR Temporary Promotion \ N
343 Confidential Pay Y Y
344 Dept. Head Expense Allowance Y N
345 Dept. Head Car Allowance Y N
346/NHR No Extra Help Work Hours N N
347 Intermediate POST Certificate Y Y
348 Transferred to B/U N N
349 One-Way Vehicle Commute N N
350/VPO Vacation Payoff N N
351/SSR S/L Payoff Service Retirement N[1] N
352/SDR S/L Payoff Disable Ret/Death N[1] N
353 MCMC Physician Unit of Service Y Y
354/SBS Sick Leave Sell-back (25" Pay Period) Y N
355 New Hire Error N N
356 Budget Unit Transfer Error N N
357/NOP New Hire Hours Not On Payroll N N
358/TNP Terminate Hours Not On Payroll N N
359/CPT CTE Termination Pay N4l N
360 Car Allowance Adjustment Y Y
361 Expense Allowance Adjustment Y Y
362 Uniform Allowance Adjustment Y Y
363 Tool Allowance Adjustment Y Y
364 Special District Pay N N
365 HSA CWS Recruitment and Retention Diff Y Y
366 HSA CWS Recruitment and Retention Diff (2) Y Y
367/Rs Retroactive Merit Increase Y Y
368 Retroactive Temporary Promotion Y N
369 Retroactive Permanent Promotion Y Y
370 Retroactive Demotion Y Y
371 Retroactive Suspension Y Y
372 Retroactive Reclassification Y Y
373 Retroactive Overpay Adjustment Y Y
374 Retroactive Underpay Adjustment Y Y
375 Recruitment and Retention Y N
376 Extra Help Phy Therapy Differential 10% Y Y
377 Residents Pay Other Departments Y Y
378 MH Temporary Duty Differential Y N
379 DPW Tree Trimming Differential Y Y
380 Health Dept. Jail Differential Y Y
381 Acting Treasurer Differential Y Y
382 Court Room Differential Y Y
383 Asst CAO Metal Health Int HR Y Y
384 Health Dept. Jail Incentive Y Y
385 Advanced POST Certificate Y Y
386 Correctional Sergeant FTO Differential Y Y
387 Special Enforcement Reaction Team Y Y
388 W&M Insp Computer Differential Y Y
389 Special Duty Prosecution Pay Y Y
390 Retro Pay with Retirement Y Y
391 Retro Pay Without Retirement N N
392 DPW Bldg Inspector/Plan Check Differential Y Y
393/AVS Vacation Sell-back (Mgmt 25 Pay Period) Y[3] N
394 LCSW, MFT or MFCC Differential Y Y
395 Court Interpreter Coordinator Differential Y Y
396 Coroner Differential Y Y
397 Castle Differential Y Y
398 Litter Control Worker Differential Y Y
399 Extra Help M/H LCSW or MFCC Lic Diff Y Y
400 Temp Promotion Unrep Management Y N
401 Sheriff 8 Hr Evening Shift Differential Y Y
402 Customer Care Unit Differential Y Y
403 HSA C-IV Project Differential Y Y
204 Loyalty Bonus Y N
405 Successor Pay 5% Y Y
406 HSA Satellite Facility Differential Y Y
407 CPA Differential Y Y
408 On Call Physician Holiday Pay N[4] N




409

MH Fellowship Differential

No Code (1 8(K)(1-3)
of Salary Reso.)

Y Y
410 Public Defender Three Strikes Differential Y Y
411 Dept Head Comm Allowance Y N
412 Cty Counsel Family Violence Prevention Pay Y Y
413/ICA Judicial Cell Phone Allowance Y N
414 Full Day Differential N N
415 Correctional Sergeant Bonus N N
416 Juvenile Institutions Officer Prep Time Y Y
417 Dispatch Trainer Differential Y Y
419 Corrections Certificate Pay Y Y
420 Attorney Specialization Y Y
421 Officer in Charge Differential Y Y
422/JAD Judicial Assistant Conf Diff Y Y
423/LSP Court Lump Sum Payout N N
424 Fire Dept Driver/Operator Diff N/A N/A
425 Court One-Time Bonus N N
426/RTC CRR Certification Y Y
427/RTN Non CRR Certification Y Y
428 Court Exp/Comm Allowance Y Y
429 DPW Lead Worker Differential Y Y
430 Meal Reimbursement N N
431/CRT Courtroom Training Differential Y Y
432 On Call 24 Hours Period N N
433 Call Back Staff Psych N N
434 Educational Reimbursement N N
435 On Call 24 Hr Pr Dr llano N N
436 Call Back Dr. llano N N
437 Court Testimony N N
238 Psych Therapy and Admin of Meds Y %
439 Court Child Custody Coordinator Y Y
440/CCA Court CEO Cell Phone Allowance Y N
441/11H/12H/13H Court 4 Hour Interpreter Shift N N
442/11F/12F/13F Court 8 Hour Interpreter Shift N N
443 Temp Transitional Pay Differential Y N
444/PHP Courts - Personal Holiday Payout N N
445V Voluntary Separation Incentive N N
450/VPN Vacation Payoff In Excess Of Eligible Amount N N
453 PPLMPPEN Prior Pay Period Lump-Sum Payout-Pensionable Y Y
454 PPLMPNON Prior Pay Period Lump-Sum Payout- Non-Pensionable N N
455 Extra Help Paid Call Firefighters Strike Team-Diff N N
501 Board of Supervisors Chair Differential Y N
901/EHR Extra-Help Regular Hours N N
902/EHO Extra-Help Overtime Hours N N
903/EHS Extra-Help Special Pays N N
921/EXS County Extra Help Sick Leave Employee N N
CRF Court Reporter - Full Day Y Y
CRH Court Reporter - Half Day Y Y
DCS Courts - FSA Dependent Care Spending N N
ECA Court Cell Phone Allowance Y N
1FA (EFL) FF FMLA (Emergency Expanded FMLA) Y Y
EHT Court Extra Help Temporary Assignment N N
EPA Emergency Pay Administrative Leave Y Y
ERC Emergency Half Comp Time N N
ERO Emergency Half Time OT N N
1FE (ESF) FF PSL EE (Emergency Paid Sick Leave Full Pay) \ Y
1FF (ESP) FF PSL FAM (Emergency Sick Leave Partial Pay) Y Y
EXS Court Extra Help Sick Leave Employee N N
HCs Courts - FSA Health Care Spending N N
HIL Court Holiday Payout for Interpreter N N
LPF Interpreter Language Pair - Full Day Y N
LPH Interpreter Language Pair - Half Day Y N
LSP Lump Sum Payout N N
0BL OT Bilingual N N
ORC OT RT Cert N N
ORN OT RT Non Cert N N
oTP Overtime Temp. Promotion - Superior Courts N N
SPS Supplemental Paid Sick Leave Y Y
TAP Courts - Temporary Assignment Pay Y Y
VRF Interpreter Virtual Remote - Full Day Y N
VRH Interpreter Virtual Remote- Half Day Y N
N N

Bar Association Dues

No Code(18(J) of
Salary Reso.)

Corrections Certificate - REFER TO 419 Y Y

6]

2

3]

O]

1s)

This item may be includable to the limited extent that such pay was earned and payable during the
member final compensation period, but was not taken during that period.

The differentials provided for in Pay Codes 365 and 366 apply to the same duties, but vary according to
the date the employee began receiving it, with those started before January 10, 1994 receiving 1.5 ranges
and others receiving 1.0 range.

The pensionable portion of the vacation sell back for any member may not exceed the limit that applies to
any group or class or most comparable class if only one member of a class.

Supreme Court ruling 7/30/2020 exludes codes as pensionable. Prior to ruling, exclusion of these
paycodes was stayed until July 12, 2014. Effective July 12, 2014 items were not compensation earnable.
January 8, 2018 court decision made some of these compensation earnable for Tier 1 through 3 members
(specifically vacation payout earnings), except for those reciprocal members (Tier 2R and 3R) starting with
MCERA system on Feburary 8, 2018, or after.

Numeric Wage codes represent pay codes for County, Cemetery,& Solid Waste. Alpha Wage Codes
represent pay codes for Courts. Numeric Wage codes representing pay codes for County and Cemetery are
four digit codes, all preceeded with a number "3". However, CPAS pension administration system allows
three digit codes.
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	Capital Markets Outlook & Risk Metrics
	As of March 31, 2021
	Capital Markets Outlook
	Takeaways
	 The advent of ambitious global vaccination campaigns has begun to shift market focus to repricing of cyclical stocks, commodities, and real assets that may benefit from economic growth.
	 The rotation to value and cyclical stocks continued in March as the Russell 1000 Value Index outperformed the Russell 1000 Growth Index.
	 Developed markets outside of the US outperformed emerging market equities, and like US markets, value outperformed growth.
	 The MSCI China index continued its underperformance with a -6.3% return in March.  The negative performance of China was a drag on the MSCI Emerging Market Index, which posted -1.5% return.
	 Fixed income markets generally experienced negative returns as the yield curve steepened rapidly to reflect higher inflation expectations.
	 The Barclays TIPS index returned -0.2% in March, but the Barclays 1-3 Year TIPS Index posted a 0.5% gain, reflecting a rise in near-term inflation expectations.
	 While the Bloomberg Commodities index finished March in negative territory, the S&P Global Natural Resources Index returned 2.2%.
	 Global infrastructure posted strong monthly returns, with the DJ Brookfield Global Infrastructure gaining 7.4% and the S&P Infrastructure index returning 4.4%.

	Capital Markets Outlook
	Takeaways
	 Global REITs have continued to recover from steep 2020 losses, with the MSCI US REITS and FTSE NAREIT Equity Index returning 4.4% and 4.6% respectively in March.
	 The US vaccination efforts combined with the American Recovery Act have lifted 2021 GDP forecasts for the US to 6.5%, while COVID-related setbacks in Europe have muted growth expectations there for 2021.
	 According to the World Health Organization, global COVID cases have been falling since January.  While the efficacy of many of the vaccines is promising, governments are closely monitoring new COVID variants as these may prove less susceptible to cu...
	 While the markets appear as though they are looking past COVID, the next few months are projected to be challenging as widespread distribution of the vaccine continues.  Returning to pre-COVID levels of economic activity is not expected to occur unt...
	 As the new administration in the US implements its policy agenda, investors will continue to examine its actions as it relates to monetary and fiscal policy, with a particular focus on economic stimulus, taxation, and broad infrastructure spending.

	Risk Overview/Dashboard (1)  (As of March 31, 2021)
	 Dashboard (1) summarizes the current state of the different valuation metrics per asset class relative to their own history.

	Risk Overview/Dashboard (2) (As of March 31, 2021)
	 Dashboard (2) shows how the current level of each indicator compares to its respective history.

	Market Sentiment Indicator (All History) (As of March 31, 2021)
	Market Sentiment Indicator (Last Three Years) (As of March 31, 2021)
	US Equity Cyclically Adjusted P/E  (As of March 31, 2021)
	 This chart details one valuation metric for US equities.  A higher (lower) figure indicates more expensive (cheaper) valuation relative to history.

	Small Cap P/E vs. Large Cap P/E  (As of March 31, 2021)
	 This chart compares the relative attractiveness of small cap US equities vs. large cap US equities on a valuation basis.  A higher (lower) figure indicates that large cap (small cap) is more attractive.

	Growth P/E vs. Value P/E  (As of March 31, 2021)
	 This chart compares the relative attractiveness of US growth equities vs. US value equities on a valuation basis.  A higher (lower) figure indicates that value (growth) is more attractive.

	Developed International Equity Cyclically Adjusted P/E  (As of March 31, 2021)
	 This chart details one valuation metric for developed international equities.  A higher (lower) figure indicates more expensive (cheaper) valuation relative to history.

	Emerging Market Equity Cyclically Adjusted P/E  (As of March 31, 2021)
	 This chart details one valuation metric for emerging markets equities.  A higher (lower) figure indicates more expensive (cheaper) valuation relative to history.

	Private Equity Multiples  (As of February 28, 2021)
	 This chart details one valuation metric for the private equity market.  A higher (lower) figure indicates more expensive (cheaper) valuation relative to history.

	Core Real Estate Spread vs. Ten-Year Treasury  (As of March 31, 2021)
	 This chart details one valuation metric for the private core real estate market.  A higher (lower) figure indicates cheaper (more expensive) valuation.

	REITs Dividend Yield Spread vs. Ten-Year Treasury  (As of March 31, 2021)
	 This chart details one valuation metric for the public REITs market.  A higher (lower) figure indicates cheaper (more expensive) valuation.

	Credit Spreads  (As of March 31, 2021)
	 This chart details one valuation metric for the US credit markets.  A higher (lower) figure indicates cheaper (more expensive) valuation relative to history.

	Emerging Market Debt Spreads  (As of March 31, 2021)
	 This chart details one valuation metric for the EM debt markets.  A higher (lower) figure indicates cheaper (more expensive) valuation relative to history.

	Equity Volatility  (As of March 31, 2021)
	 This chart details historical implied equity market volatility.  This metric tends to increase during times of stress/fear and while declining during more benign periods.

	Fixed Income Volatility  (As of March 31, 2021)
	 This chart details historical implied fixed income market volatility.  This metric tends to increase during times of stress/fear and while declining during more benign periods.

	Systemic Risk and Volatile Market Days  (As of March 31, 2021)
	 Systemic Risk is a measure of ‘System-wide’ risk, which indicates herding type behavior.

	Yield Curve Slope (Ten Minus Two)  (As of March 31, 2021)
	 This chart details the historical difference in yields between ten-year and two-year US Treasury bonds/notes.  A higher (lower) figure indicates a steeper (flatter) yield curve slope.

	Ten-Year Breakeven Inflation  (As of March 31, 2021)
	 This chart details the difference between nominal and inflation-adjusted US Treasury bonds.  A higher (lower) figure indicates higher (lower) inflation expectations.

	Total Return Given Changes in Interest Rates (bps)  (As of March 31, 2021)
	Long-Term Outlook – 20-Year Annualized Expected Returns
	 This chart details Meketa’s long-term forward-looking expectations for total returns across asset classes.

	Appendix
	Data Sources and Explanations
	 US Equity Cyclically Adjusted P/E on S&P 500 Index – Source: Robert Shiller and Yale University.
	 Small Cap P/E (Russell 2000 Index) vs. Large Cap P/E (Russell 1000 Index) - Source: Russell Investments.  Earnings figures represent 12-month “as reported” earnings.
	 Growth P/E (Russell 3000 Growth Index) vs. Value (Russell 3000 Value Index) P/E - Source: Bloomberg, MSCI, and Meketa Investment Group.  Earnings figures represent 12-month “as reported” earnings.
	 Developed International Equity (MSCI EAFE) Cyclically Adjusted P/E – Source: MSCI and Bloomberg.  Earnings figures represent the average of monthly “as reported” earnings over the previous ten years.
	 Emerging Market Equity (MSCI Emerging Markets Index) Cyclically Adjusted P/E – Source: MSCI and Bloomberg.  Earnings figures represent the average of monthly “as reported” earnings over the previous ten years.
	 Private Equity Multiples – Source: S&P LCD Average EBITDA Multiples Paid in All LBOs.
	 Core Real Estate Spread vs. Ten-Year Treasury – Source: Real Capital Analytics, US Treasury, Bloomberg, and Meketa Investment Group.  Core Real Estate is proxied by weighted sector transaction based indices from Real Capital Analytics and Meketa Inv...
	

	Appendix
	Data Sources and Explanations
	 REITs Dividend Yield Spread vs. Ten-Year Treasury – Source: NAREIT, US Treasury.  REITs are proxied by the yield for the NAREIT Equity index.
	 Credit Spreads – Source: Barclays Capital.  High Yield is proxied by the Barclays High Yield index and Investment Grade Corporates are proxied by the Barclays US Corporate Investment Grade index.
	 Spread is calculated as the difference between the Yield to Worst of the respective index and the 10-Year Treasury Yield.

	 EM Debt Spreads – Source: Bloomberg, and Meketa Investment Group.  Option Adjusted Spread (OAS) for the Bloomberg Barclays EM USD Aggregate Index.
	 Equity Volatility – Source: Bloomberg, and Meketa Investment Group.  Equity Volatility proxied by VIX Index, a Measure of implied option volatility for US equity markets.
	 Fixed Income Volatility – Source: Bloomberg, and Meketa Investment Group.  Equity Volatility proxied by MOVE Index, a Measure of implied option volatility for US Treasury markets.
	 Systemic Risk and Volatile Market Days – Source: Meketa Investment Group.  Volatile days are defined as the top 10 percent of realized turbulence, which is a multivariate distance between asset returns.
	 Systemic Risk, which measures risk across markets, is important because the more contagion of risk that exists between assets, the more likely it is that markets will experience volatile periods.

	Appendix
	Data Sources and Explanations
	 Yield Curve Slope (Ten Minus Two) – Source: Bloomberg, and Meketa Investment Group.  Yield curve slope is calculated as the difference between the 10-Year US Treasury Yield and 2-Year US Treasury Yield.
	 Ten-Year Breakeven Inflation – Source: US Treasury and Federal Reserve.  Inflation is measured by the Consumer Price Index (CPI-U NSA).
	Meketa Market Sentiment Indicator
	Explanation, Construction and Q&A
	This appendix explores:


	 What is the Meketa Market Sentiment Indicator?
	 How do I read the indicator graph?
	 How is the Meketa Market Sentiment Indicator constructed?
	 What do changes in the indicator mean?
	Meketa has created a market sentiment indicator for monthly publication (the MIG-MSI – see below) to complement Meketa’s Risk Metrics.

	 Meketa’s Risk Metrics, which rely significantly on standard market measures of relative valuation, often provide valid early signals of increasing long-term risk levels in the global investment markets.  However, as is the case with numerous valuati...
	What is the Meketa Market Sentiment Indicator (MIG-MSI)?

	 The MIG-MSI is a measure meant to gauge the market’s sentiment regarding economic growth risk.  Growth risk cuts across most financial assets, and is the largest risk exposure that most portfolios bear.  The MIG-MSI takes into account the momentum  ...
	How do I read the Meketa Market Sentiment Indicator graph?

	 Simply put, the MIG-MSI is a color-coded indicator that signals the market’s sentiment regarding economic growth risk.  It is read left to right chronologically.  A green indicator on the MIG-MSI indicates that the market’s sentiment towards growth ...
	 Momentum as we are defining it is the use of the past behavior of a series as a predictor of its future behavior.
	How is the Meketa Market Sentiment Indicator (MIG-MSI) Constructed?

	 The MIG-MSI is constructed from two sub-elements representing investor sentiment in stocks and bonds:
	 Stock return momentum: Return momentum for the S&P 500 Equity Index (trailing 12-months).
	 Bond yield spread momentum: Momentum of bond yield spreads (excess of the measured bond yield over the identical duration US Treasury bond yield) for corporate bonds (trailing 12-months) for both investment grade bonds (75% weight) and high yield bo...
	 Both measures are converted to Z-scores and then combined to get an “apples to apples” comparison without the need of re-scaling.

	 The black line reading on the graph is calculated as the average of the stock return momentum measure and the bonds spread momentum measure .  The color reading on the graph is determined as follows:
	 If both stock return momentum and bond spread momentum are positive = GREEN (positive).
	 If one of the momentum indicators is positive, and the other negative = GRAY (inconclusive).
	 If both stock return momentum and bond spread momentum are negative = RED (negative).
	What does the Meketa Market Sentiment Indicator (MIG-MSI) mean?  Why might it be useful?


	 There is strong evidence that time series momentum is significant and persistent.  In particular, across an extensive array of asset classes, the sign of the trailing 12-month return (positive or negative) is indicative of future returns (positive o...
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