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Overview 
 

• Fund Performance 
 

• Asset Allocation Update 
 

• Economic Discussion- “A conversation with Simona Mocuta, 
Economist” 
 

• Market Review 
 

• Future Trends 
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MERS 10 Year Returns vs. 10 Year Treasury 
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Interest rate at 
historical lows. 
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The Need for Risk Has Increased 

1995 
In 1995, it was possible  
to earn a 7.5% return  

while investing exclusively  
in bonds. 

 

2015 
By 2015, earning that same 

7.5% return required 
increased diversification, 

exposing the assets to  
three times the risk. 
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Risk/ Return- April 1988 - June 2017 

Where you want 
to be, higher 

return/ lower risk 

Where you don’t 
want to be, lower 
return/ higher risk 

MERS Total Plan 

MERS Policy Benchmark 

Blmbrg/ Brclys Global Agg 
Citigroup 3-month T-bill 

S&P 500 
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Total Market Fund Performance- as of June 30, 2017 
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MERS Total Fund returns are shown gross of fees. 

Portfolio has 
outperformed policy 
benchmark at every 

time period with lower 
risk and volatility. 
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Asset Class Performance- as of June 30, 2017 
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Growth of $10,000 

$ 414,695 

$ 247,703 

MERS Total Market 
Fund earned 67.4% 

more than the 
actuarial rate over the 

last 40 years.   
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Global Equity 
55.5% 

Global Fixed 
Income 18.5% 

Real Assets 
13.5% 

Diversifying 
Strategies 

12.5% 

2016 Asset Allocation 

Global Equity   
57.5% 

Global Fixed 
Income   
20.0% 

Real Assets   
12.5% 

Diversifying 
Strategies  

10.0% 

2013 Asset Allocation 
Asset Allocation Transition 

Expected Return: 7.75% 
Expected Risk: 12.41% Expected Risk: 11.74% 

Expected Return: 8.00% 
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2016 Asset Allocation Study - Key Shifts 

  
2013 AA Study  2016 AA Study 

  Domestic Equity 39.50% 22.50% 

  International 5.00% 12.50% 

  EM + Frontier 8.00% 15.50% 

  Core Fixed Income 11.50% 10.00% 

  Real Assets 13.50% 13.50% 

  Diversifying 10.00% 12.50% 

  Illiquid Investments* 21.50% 21.50% 

*Private equity, real assets excluding liquid commodities, and illiquid diversifying 
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Discussion Topics 
• Challenging investment environment 

• Elevated geopolitical and market risk 
• Lower interest rates 

 
• Portfolio Trends 

• Internal management 
• Lower costs 
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Economic Discussion 
Simona Mocuta 
 

Senior Economist and Vice President 
Investment Solutions Group (State Street Global Advisors) 
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Structural Headwinds  
versus 
Cyclical Upturn 
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Possibly The Most Important Macro Chart for Investors! 
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Investment Returns Closely Tied to Economic Growth 

labor capital product-
ivity 

real 
growth 

real 
growth 

inflation 
nominal 
growth 

NOMINAL RETURNS 

momentum valuation 
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The Problem With Labor 

The lighter shaded lines above are estimated forecasts based on certain assumptions and analysis. There is no guarantee that the estimates will be achieved. 
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Demographic Challenges Broadening Geographically 
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But Some Countries Still Doing Relatively Better 
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But It’s Not Just About The Absolute Numbers 
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The Problem With Productivity 
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Structural Headwinds Don’t Preclude Cyclical Improvement 
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But Growth Improvement Most Obvious Outside of US 
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Eurozone Recovery Seems Sustainable 
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But There Is a Structural Flaw Within The Monetary Union 
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But Euro Shouldn’t Be Blamed For Everything 
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BoE Conundrum: What Kind of Brexit? 
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Abenomics’ Effects Visible in “Below the Line” Metrics  
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China No Longer Same As a Decade Ago 
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Second Biggest “Puzzle” In Economics Today 
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What Will Revive the “Strong Dollar” Narrative? 
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Important Information 
The views expressed in this material are the views of the SSGA Investment Solutions Group (ISG) through the period ended August 21, 2017 and are subject to change based on market and  
other conditions. This document contains certain statements that may be deemed forward-looking statements. Please note that any such statements are not guarantees of any future performance  
and actual results or developments may differ materially from those projected Past performance is not a guarantee of future results.  

This document contains certain statements that may be deemed to be forward-looking statements. All statements, other than historical facts, contained within this article that address activities, events or 
developments that SSGA expects, believes or anticipates will or may occur in the future are forward-looking statements. These statements are based on certain assumptions and analyses made by 
SSGA in light of its experience and perception of historical trends, current conditions, expected future developments and other factors it believes are appropriate in the circumstances, many of which are 
detailed herein. Such statements are subject to a number of assumptions, risks, uncertainties, many of which are beyond SSGA’s control. Readers are cautioned that any such statements are not 
guarantees of any future performance and that actual results or developments may differ materially from those projected in the forward-looking statements.  

The information contained herein does not constitute investment advice and it should not be relied on as such. It should not be considered a solicitation to buy or an offer to sell a security. It does not take 
into account the specific requirements of any person, including his/her/its investment objectives, strategies, risk profile, tax status and investment horizon.  

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties without SSGA's express written consent.  

United States: State Street Global Advisors, One Lincoln Street, Boston, MA 02111-2900.  

© 2017 State Street Corporation — All Rights Reserved.  

Tracking Code: CMINST-16054 

Expiration Date: November 30, 2017 
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Contacting MERS  
MERS of Michigan  
1134 Municipal Way  
Lansing, MI  48917 
 
Phone: 800.767.6377 
www.mersofmich.com 

 

LET’S GET SOCIAL! 
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