Advanced Practices of
Managing MERS Investments



Roles and Responsibilities

N
Decision making body consisting of
ClO and Investment Officers
Determines tactical shifts to

the portfolio

.
« 3 Board members

« Monitors risk/ asset allocation

* Provides portfolio oversight

\.

Facilitates investment activity on

behalf of fund
Develops asset allocation strategies
for Board approval

Manages internal assets and
external investment managers

* Reviews investment regulatory risk
* Promotes cross office discussion




2016 Asset Allocation

Diversifying
Strategies
12.5%

Global Equity

0
Real Assets 55.5%

13.5%

Expected Return: 7.75%
Forecasted Risk: 12.41%

Global Fixed
Income
18.5%



2016 Asset Allocation

24% Internally
Managed

16% Externally
Managed



Value Added through Internal Asset Management

8 Strategies $2.14 Billion in AUM

Total Value
Added

$15,570,996

Annual Cost Savings | Investment Earnings
$3,073,667 $12,497,329

YEARS



Global Agriculture Investments
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Global Real Estate Investments
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Global Commodity and Energy Investments




Alternative Investments Structure

MERS Eliminated Pension
its fund of funds Fund

fees in 2012.

Saving about
$2Mlyear

! : By beginning to
 wnd of Fund Private Earit, invest more directly,
e Laset MERS is also

reducing this layer
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Impact of Fees on Portfolio Growth

Growth of $100M Program

emmPcnsion Fund Invests Directly esmPension Fund Selects PE Funds
essFull PE and Fund of Funds Fee $310.6 12.0% Gross Return
- 2.8% Direct Fees
- 1.0% Fund of Fund Fees
MERS can save nearly $70M by investing 8295 Net Return
directly and bypassing PE funds '
altogether $241.7

$221.1

MERS can save nearly $20M by
selecting PE funds on its own instead of
using a Fund of Funds provider

YearO Yearl Year2 Year3 VYear4 Year5 Year6 Year7 Year8 Year9 YearlO




Risk Management and Controls

 Investment Guidelines development/

compliance
* Regulatory and legal compliance _
» Legislative risk

 Investment Policy Statement
 Personnel risk- the right

development/ compliance
 Understanding sources/ potential
consequences of market risk H
factors
expertise match the
— responsibilities

 Scenario analysis/ stress testing
» QOrganizational risk

 Involves assessments of market
conditions

* Areview of contractual “Lock-ups”

» Review of product capacity

._J

e Headline risks

o Exposure analysis
» Benchmark analysis/
performance measurement




MERS Investment Menu

 Overseen by the MERS Board and .S/mp//C/ty /_S ?he .
Office of Investments ultimate sophistication

_ Leonardo da Vinci
* They establish performance

objectives, perform due diligence, . : .
and monitor the different managers Do it for me

and funds
« Menu is designed to accommodate . “He|p me do It”
Investors of all types and to help them
create fully diversified portfolios to
meet their investment goals .

d



Questions...
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