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Absolute Return Portfolio Performance Summary – as of June 30, 2019

Growth Oriented Strategies
– The Growth Oriented Portfolio returned 2.23% in Q2 and 0.02% for the 1 year period ending June 30, 2019

• Outperforming the HFRI FoF Index + 1% benchmark by 32 bps in Q2 though trailing by 234 bps for the 1 year period
– The portfolio is outperforming that benchmark by 128 bps (annualized) over the trailing 3 year period

• Underperforming the T‐bills + 5% long term objective by 284 bps (annualized) over the trailing 5 year period

– The portfolio’s most recent outperformance was driven by Och‐Ziff and Third Point
Diversifying Strategies
– The Diversifying Portfolio returned 1.80% in Q2 and 0.25% for the 1 year period ending June 30, 2019

• Outperforming the HFRI Conservative FoF Index benchmark by 9 bps in Q2 though trailing by 210 bps for the 1 year period
• Underperforming the T‐bills + 2% long term objective by 172 bps (annualized) over the trailing 5 year period

– AQR DELTA has been the primary detractor from performance over these periods
Portfolio risk and market sensitivity remains within expectations for the Growth Oriented and Diversifying portfolios
– Growth Oriented

• Portfolio standard deviation of 5.24% compared to the ACWI standard deviation of 11.50% since December 2011
• Portfolio equity beta of 0.38 with an equity correlation of 0.84

– Target standard deviation < 50% of global equities, with an equity beta < 0.5 and equity correlation < 0.8

– Diversifying
• Portfolio standard deviation of 2.53% compared to the ACWI standard deviation of 11.50% since December 2011
• Portfolio equity beta of 0.05 with an equity correlation of 0.21

– Target standard deviation < 25% of global equities, with an equity beta < 0.1 and equity correlation < 0.1

Relative differences between the Growth Oriented and Diversifying portfolios reflect objectives and design
– Expect higher returns over the long‐term from the Growth Oriented portfolio, though with more volatility

• Both portfolios expected to provide diversification and risk reduction benefits for the overall SCERS portfolio
• However, risk and correlations certainly increased with the broad market downturn seen in Q4 2018



4

Growth Oriented Absolute Return Portfolio Performance – as of June 30, 2019

Sharpe Incep
Fund Market Value Actual % Jun QTD YTD FYTD 1 Year 3 Year 5 Year Incep Std Dev Ratio Date
Growth‐Oriented Portfolio
Event Driven
JANA Partners Qualified, L.P. 4,050,323              0.4% ‐2.28% ‐2.28% ‐0.16% ‐12.04% ‐12.04% 2.19% ‐1.28% 1.24% 8.78% 0.06 Jul‐13
Third Point Partners Qualified L.P. 49,759,972            5.4% 3.70% 3.82% 13.33% ‐0.05% ‐0.05% 7.33% 4.74% 9.19% 7.96% 1.03 May‐12
Event Driven ‐ HF Total 53,810,295            5.9% 3.22% 3.33% 11.02% ‐2.13% ‐2.13% 6.26% 2.60% 7.43% 8.02% 0.82 May‐12

Equity Long/Short
Lakewood Capital Partners, LP 44,755,348            4.9% 2.70% 1.58% 14.81% 3.12% 3.12% 5.71% 4.42% 5.57% 9.50% 0.51 Jul‐13
Equity Long/Short ‐ HF Total 44,755,348            4.9% 2.70% 1.58% 14.81% 3.12% 3.12% 5.71% 4.42% 5.57% 9.50% 0.51 Jul‐13

Multi‐Strategy
OZ Domestic Partners II, L.P. 51,404,786            5.6% 2.30% 4.12% 12.49% 5.46% 5.46% 9.37% 5.50% 7.44% 5.13% 1.25 Jan‐12
Multi‐Strategy ‐ HF Total 51,404,786            5.6% 2.30% 4.12% 12.49% 5.46% 5.46% 9.37% 5.50% 7.44% 5.13% 1.25 Jan‐12

Fund of Funds
Grosvenor SC Absolute Return Fund LLC (Growth) 148,617,864          16.2% 1.24% 1.39% 5.26% ‐0.30% ‐0.30% 6.95% 2.72% 5.70% 4.52% 1.04 Dec‐11
Fund of Funds ‐ HF Total 148,617,864          16.2% 1.24% 1.39% 5.26% ‐0.30% ‐0.30% 6.65% 2.74% 4.48% 5.97% 0.47 Sep‐04

Growth‐Oriented Portfolio Total 298,588,292          32.5% 1.99% 2.23% 8.69% 0.02% 0.02% 6.60% 3.03% 4.73% 6.32% 0.49 Sep‐04
HFRI FoF Composite + 1% 1.80% 1.91% 6.80% 2.36% 2.36% 5.32% 3.23% 4.11% 4.99% 0.49 Sep‐04
3 Month T‐Bills+5% 0.61% 1.83% 3.68% 7.31% 7.31% 6.38% 5.87% 6.38% 0.48% ‐ Sep‐04

Market Indices
Libor3Month 0.19% 0.61% 1.26% 2.54% 2.54% 1.78% 1.22% 1.73% 0.50% ‐ Sep‐04
Bloomberg Barclays US Aggregate Bond Index 1.26% 3.09% 6.12% 7.88% 7.88% 2.32% 2.95% 4.12% 3.14% 0.75 Sep‐04
Bloomberg Barclays US High Yield Bond Index 2.28% 2.50% 9.93% 7.48% 7.48% 7.52% 4.70% 7.43% 9.12% 0.64 Sep‐04
S&P 500 TR 7.05% 4.30% 18.54% 10.42% 10.42% 14.19% 10.71% 9.07% 13.87% 0.57 Sep‐04
MSCI AC World Index Free ‐ Net 6.55% 3.61% 16.23% 5.74% 5.74% 11.62% 6.16% 7.30% 15.19% 0.43 Sep‐04
MSCI EAFE ‐ Net 5.93% 3.68% 14.03% 1.08% 1.08% 9.11% 2.25% 5.61% 16.55% 0.31 Sep‐04
MSCI EMF (Emerging Markets Free) ‐ Net 6.24% 0.61% 10.59% 1.21% 1.21% 10.66% 2.49% 8.64% 21.53% 0.42 Sep‐04

Returns
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Diversifying Absolute Return Portfolio Performance – as of June 30, 2019

* Included the SCERS Total Absolute Return Portfolio performance for reference

Sharpe Incep
Fund Market Value Actual % Jun QTD YTD FYTD 1 Year 3 Year 5 Year Incep Std Dev Ratio Date
Diversifying Portfolio
Market Neutral
Laurion Capital, Ltd. 48,538,292            5.3% ‐2.09% 3.37% 4.80% 5.88% 5.88% 6.19% 7.09% 6.32% 5.16% 0.99 Mar‐14
KLS Diversified Fund LP 40,751,928            4.4% 0.70% 1.21% 1.88% ‐ ‐ ‐ ‐ 1.88% 3.12% ‐ Jan‐19
Market Neutral ‐ HF Total 89,290,220            9.7% ‐0.84% 2.37% 3.45% 4.51% 4.51% 5.73% 6.81% 6.06% 4.87% 1.00 Mar‐14

Event Driven
Elliott International Limited 56,586,010            6.2% 2.60% 2.91% 4.34% 3.61% 3.61% 7.59% 6.29% 7.31% 3.42% 1.80 Apr‐12
Davidson Kempner Institutional Partners LP 32,801,246            3.6% 0.69% ‐ ‐ ‐ ‐ ‐ ‐ 0.39% ‐ ‐ May‐19
Event Driven ‐ HF Total 89,387,256            9.7% 1.89% 2.19% 3.62% 2.89% 2.89% 7.34% 6.14% 7.21% 3.37% 1.79 Apr‐12

Equity Long/Short
Marshall Wace Funds LP ‐ MW Global Opportunities (US) 40,978,660            4.5% 0.06% 1.40% 2.45% ‐ ‐ ‐ ‐ 2.45% 4.12% ‐ Jan‐19
Equity Long/Short ‐ HF Total 40,978,660            4.5% 0.06% 1.40% 2.45% 2.45% 4.95% 4.95% 4.95% 4.95% 4.12% 0.59 Apr‐12

Macro‐Systematic
Graham Global Investment Fund II SPC Ltd. ‐ Tactical Tren 33,707,719            3.7% 4.61% 6.62% 11.02% 3.44% 3.44% ‐ ‐ ‐1.54% 12.66% ‐0.22 Feb‐17
Winton Diversified Futures Fund L.P. 37,324,134            4.1% ‐0.28% ‐0.05% 1.17% ‐0.39% ‐0.39% ‐ ‐ 2.61% 7.36% 0.12 Jan‐17
Macro‐Systematic ‐ HF Total 71,031,854            7.7% 1.98% 3.01% 5.62% 1.39% 1.39% ‐ ‐ 0.43% 9.03% ‐0.12 Jan‐17

Multi‐Strategy
AQR DELTA Fund II, LP 57,543,951            6.3% ‐0.42% ‐4.14% ‐5.89% ‐12.19% ‐12.19% ‐4.56% 0.27% 0.39% 5.89% ‐0.08 May‐13
Multi‐Strategy ‐ HF Total 57,543,951            6.3% ‐0.42% ‐4.14% ‐5.89% ‐12.19% ‐12.19% ‐4.56% 0.27% 0.39% 5.89% ‐0.08 May‐13

Fund of Funds
Grosvenor SC Absolute Return Fund LLC (Diversifying) 123,689,072          13.5% 1.06% 2.59% 3.41% 1.05% 1.05% 0.74% ‐0.34% 1.53% 3.06% 0.21 Dec‐11
Grosvenor SC Absolute Return Fund LLC Series B 148,700,366          16.2% 1.33% 2.59% 4.16% 1.32% 1.32% ‐0.67% ‐0.92% 0.59% 2.71% ‐0.14 Feb‐13
Fund of Funds ‐ HF Total 272,389,438          29.6% 1.20% 2.59% 3.83% 1.19% 1.19% 0.18% ‐0.57% 1.38% 2.84% 0.17 Dec‐11

Diversifying Portfolio Total 620,621,378          67.5% 0.86% 1.80% 2.85% 0.25% 0.25% 1.59% 1.15% 2.01% 2.53% 0.43 Dec‐11
HFRI FOF: Conservative Index 0.95% 1.71% 4.95% 2.35% 2.35% 3.89% 2.17% 3.29% 2.30% 1.01 Dec‐11
3 Month T‐Bills+2% 0.38% 1.12% 2.22% 4.31% 4.31% 3.38% 2.87% 2.60% 0.23% ‐ Dec‐11

SCERS Absolute Return Portfolio 919,209,671          100.0% 1.23% 1.94% 4.73% ‐0.01% ‐0.01% 3.96% 1.91% 3.95% 5.66% 0.41 Sep‐04
3 Month T‐Bills+5% 0.61% 1.83% 3.68% 7.31% 7.31% 6.38% 5.87% 6.38% 0.48% ‐ Sep‐04
HFRI Fund of Funds Composite Index 1.74% 1.69% 6.38% 1.36% 1.36% 4.32% 2.23% 3.11% 5.03% 0.29 Sep‐04

Returns
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Absolute Return Portfolios Cumulative Performance – Dec 2011 to June 2019

The Growth Oriented portfolio has 
outperformed the Fund of Funds Index + 1% 
benchmark and the T‐bills + 5% long term 
objective

The Diversifying portfolio was tracking the T‐bills 
+ 2% long term objective until the Q4 downturn; 
the portfolio has underperformed the HFRI Fund 
of Funds Conservative Index over this period

Showing cumulative performance (growth of $1) 
for each portfolio since the initial restructuring 
of the Absolute Return portfolio in December 
2011
– The prior exposure of the Absolute Return 

portfolio was only Equity Long/Short fund 
of funds investments

Growth Oriented Portfolio
Dec 1, 2011 – June 30, 2019

Diversifying Portfolio
Dec 1, 2011 – June 30, 2019
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Private Equity Portfolio – as of March 31, 2019

The Private Equity portfolio’s net IRR since inception is 14.83%, versus the Cambridge Associates benchmark IRR of 12.89%
– The long‐term Policy objective (Russell 3000 + 3%) has a 15.11% IRR over this period

The private equity portfolio continued to generate meaningful gains during a quarter where global equities rebounded sharply
– Many of the funds generated quarterly returns greater than 10% in Q1

• Trinity Ventures XI & XII, Khosla Ventures IV, Thoma Bravo XI & XII, Linden III and Marlin Heritage reported the largest gains

– Distributions remained steady among the direct fund investments ($29.0 million) and fund of funds ($8.8 million)
• Summit VC III & IV, Waterland V, AKKR Growth II, HIG Bayside Loan III, and Marlin IV led distributions within directs

Continued strong longer‐term performance across most of the private equity funds
– Double‐digit net IRRs for all vintage years prior to 2017
– Trinity Ventures XII (45.2%), Summit VC IV (43.4%), Waterland V (36.7%) & Marlin Heritage (36.7%) are leading performance

The legacy fund of funds reported modest declines during the quarter
– Aggregate since inception net IRR fell slightly, to 11.41% from 11.49%, during the quarter

• The aggregate total value (TVPI) remained at 1.63x

– The legacy fund of funds comprise only 14.5% of the current fair value of the Private Equity portfolio
Changes during the quarter
– SCERS made no new commitments to Private Equity funds during Q1

• SCERS committed $30 million to a specialty buyout fund and $20 million to a diversified VC fund in Q2 2019
• Both Q2 commitments were reups with existing portfolio General Partners

– $32.5 million in new contributions, $37.8 million in distributions
– Total portfolio gain increased by $42.7 million while the total portfolio IRR increased by 0.27%
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Private Equity Portfolio Characteristics as of March 31, 2019

The SCERS Private Equity portfolio is diversified by strategy and geography
– Investments remain focused in North America, with meaningful exposure to Europe

The legacy fund of funds exposure remains relatively small as a percentage of the total portfolio’s value
– Represents 14.5% of the total portfolio’s value as of March 31, 2019

Portfolio strategy and geographic allocations, based on fair market value of invested capital, shown below

Market Value Strategy Exposure* Market Value Geographic Exposure*

* Exposures are based on the market values of investments as of 3/31/19.
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Private Equity Portfolio Performance Details – as of March 31, 2019

1Benchmarks:

Private Equity Investments: Cambridge Associates median return for the respective strategies and vintage years

Vintage Year Comparison: Cambridge Associates Global Private Equity & Venture Capital median return for the respective vintage years

Private Equity Portfolio: Cambridge Associates Global Private Equity & Venture Capital pooled internal rate of return
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Private Equity Portfolio Performance Details – as of March 31, 2019 (continued)

1Benchmarks:

Private Equity Investments: Cambridge Associates median return for the respective strategies and vintage years

Vintage Year Comparison: Cambridge Associates Global Private Equity & Venture Capital median return for the respective vintage years

Private Equity Portfolio: Cambridge Associates Global Private Equity & Venture Capital pooled internal rate of return
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Private Equity Portfolio Performance Details – as of March 31, 2019 (continued)

1Benchmarks:

Private Equity Investments: Cambridge Associates median return for the respective strategies and vintage years

Vintage Year Comparison: Cambridge Associates Global Private Equity & Venture Capital median return for the respective vintage years

Private Equity Portfolio: Cambridge Associates Global Private Equity & Venture Capital pooled internal rate of return
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Private Credit Portfolio – as of March 31, 2019

The Private Credit portfolio’s net IRR since inception is 8.11%, versus the benchmark return of 7.09%
– The benchmark is the Credit Suisse Leveraged Loan Index + 2%

The Private Credit funds reported solidly positive returns during Q1
– The portfolio returned 3.3% in Q1 and 6.3% for the trailing 1 year period ending March 31, 2019

• Positive performance from each of the private credit funds in Q1

– Longer term performance remains steady, with annualized returns of more than 7% over multi‐year periods
• 8.6% net IRR for the 3 year period and 7.8% net IRR for the 5 year period

Changes during the quarter
– SCERS made no new commitments to Private Credit funds during Q1

• SCERS committed $35 million to a healthcare focused lending/royalties fund in Q2 2019

– $26.0 million in new contributions, $5.5 million in distributions
– Portfolio IRR increased by 0.66% while the total portfolio gain increased by $4.8 million

Market Value Strategy Exposure
(based on fair value of investments)

as of March 31, 2019



13

Private Credit Portfolio Details – as of March 31, 2019

1Benchmarks:

Private Credit Investments: Cambridge Associates median return for the respective debt strategies and vintage years

Private Credit Portfolio: Credit Suisse Leveraged Loan Index + 2%
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Real Assets Portfolio – as of March 31, 2019

The Real Assets portfolio’s net IRR since inception is 14.86%, versus the blended benchmark return of 7.22%
– The Real Assets portfolio includes private Infrastructure, Energy, and Agriculture, Timber and Other
– Real Assets is part of the broader Real Return asset category

The Real Assets portfolio is primarily Energy and Infrastructure partnerships
– Both Energy and Infrastructure partnerships have performed well since inception

• Since inception net IRRs of 16.6% for Energy and 14.5% for Infrastructure

– The Real Asset Debt separate account has also performed well with an 11.3% since inception net IRR
• That separate account market value remains small at $17.8 million, with very few new investments

The portfolio generated a 2.9% net return during a quarter that saw a strong rebound in the Energy sector
– The EnCap Flatrock funds, Real Asset Debt SMA, and Brookfield Infrastructure III reported the largest gains in Q1

• Good performance was seen across all major strategies during the quarter

– ACM Fund II (agriculture), Wastewater, and the Quantum funds were the laggards during the quarter
Changes during the quarter
– SCERS committed $35 million to EQT Infrastructure IV (global infrastructure) during Q1
– $12.9 million in new contributions, $4.2 million in distributions
– Portfolio IRR declined by 0.31% while the total portfolio gain increased by $13.8 million
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Real Assets Portfolio Performance Details – as of March 31, 2019

1Benchmarks:

Real Assets Portoflio: 45% Cambridge Infrastructure, 35% Cambridge Energy, 10% NCREIF Timberland, 10% NCREIF Farmland

Energy Investments: Cambridge Associates median return for the respective vintage years.

Infrastructure Investments: Cambridge Associates median return for the respective vintage years.
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Real Assets Portfolio Performance Details – as of March 31, 2019 (continued)

1Benchmarks:

Real Assets Portoflio: 45% Cambridge Infrastructure, 35% Cambridge Energy, 10% NCREIF Timberland, 10% NCREIF Farmland

Energy Investments: Cambridge Associates median return for the respective vintage years.

Infrastructure Investments: Cambridge Associates median return for the respective vintage years.

Portfolio Exposures*
Strategy Exposure (left graph)

Geographic Exposure (right graph)

* Exposures are based on the market values of investments as of 3/31/19
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Opportunities Portfolio – as of March 31, 2019

The Opportunities portfolio’s net IRR since inception is 18.38%
– The long‐term benchmark is SCERS’ 7.00% total portfolio actuarial return objective
– Also tracking the portfolio’s 3 year IRR versus an intermediate‐term benchmark

• 5.31% portfolio IRR v 8.93% IRR for the SCERS’ total portfolio policy weighted benchmark over the last 3 years

– The portfolio only includes legacy distressed debt funds (fully liquidated) and one post‐2009 distressed fund (Atalaya V)
The legacy distressed funds performed very well, the current fund is performing at expectations
– SCERS’ earlier vintage distressed debt funds are liquidated and have distributed significant capital back to SCERS

• Stone Tower, MetWest TALF, and PIMCO have distributed $129.3 million

– Atalaya SOF V, a vintage 2013 fund, has produced a 7.74% net IRR since inception
Changes during the quarter
– SCERS made no new commitments categorized as Opportunities funds during Q1 2019
– No new contributions, $0.8 million in distributions
– Portfolio IRR decreased 0.04%, total portfolio gain decreased slightly

As mentioned, the Opportunities portfolio only includes certain distressed debt funds
– SCERS has additional distressed debt investments within its Private Equity portfolio
– Categorizations were made at the time of each investment
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Opportunities Portfolio Performance Details – as of March 31, 2019

* Liquidated partnership

1Benchmarks:
Opportunities Investments: Cambridge Associates median return for the respective strategies and vintage years
Opportunities Portfolio: 7.00% actuarial return objective
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Cliffwater Disclosures

Important Notice

This presentation was prepared exclusively for information and discussion purposes, and is not meant to be, nor shall it be
construed as, an attempt to define all information that may be material to you. All information including opinions or facts
expressed herein are current as of the date appearing in this presentation and is subject to change without notice. All third party
information has been obtained from sources believed to be reliable. No representation, warranty, or undertaking, express or
implied, is given as to the accuracy or completeness of the information or opinions contained in this presentation. Past
performance does not guarantee future performance.

This presentation may include sample or pro forma performance. Such information is presented for illustrative purposes only and
is based on various assumptions, not all of which are described herein. Such assumptions, data, or projections may have a material
impact on the returns shown.

References to market or composite indices (such as the S&P 500), benchmarks or other measures of relative market performance
over a specified period of time (each, an “index”) are provided for information only. Reference to an index does not imply that a
portfolio will achieve returns, volatility or other results similar to the index. The composition of an index may not reflect the
manner in which a portfolio is constructed in relation to expected or achieved returns, portfolio guidelines, restrictions, sectors,
correlations, concentrations, volatility or tracking error targets, all of which are subject to change over time.

– Hedge Fund Research, Inc. (“HFR”) is the source and owner of the HFR data contained or reflected in this report and all
trademarks related thereto.

– Frank Russell Company (“FRC”) is the source and owner of the Russell Index data contained or reflected in this material and
all trademarks and copyrights related thereto. The Russell Index data may contain confidential information and
unauthorized use, disclosure, copying, dissemination or redistribution is strictly prohibited.

– Thomson Financial Inc. is the owner and/or licensor of the Cambridge Associates LLC data contained or reflected in this
material.


