
  
MercedCERA INVESTMENT RETIREMENT BOARD AGENDA 

THURSDAY, MAY 27, 2021 – 8:15 A.M. 
MERCED COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION 

TELEPHONE NUMBER:  1-310-372-7549, CONFERENCE CODE: 975839 
ALTERNATE CONFERENCE CALL 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 – May 13, 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. 
 
REGULAR CALENDAR 
 
BOARD ACTION/DISCUSSION 
Pursuant to Govt. Code § 31594 and MercedCERA’s Investment Objectives & Policy Statement 
due diligence analysis requirement: 

 
1. Discussion and possible action regarding April monthly and quarterly performance 

reporting as of March 31, 2021 - Meketa Group. 
2. Discussion on The Role of the Fed:  Pre and Post Pandemic Role of the Department of US 

Treasury, Discussion on Inflation and Interest Rates – Orray Taft, Meketa Group. 
3. Discussion on information regarding a retirement system going independent from its 

county – Staff. 
4. 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: 

• CALAPRS Trustee Roundtable, May 28, 2021 (virtual conference). 
• SACRS/UC Berkeley Public Pension Investment Management Program, July 13-22, 

2021 (virtual conference). 



  
• SACRS Fall Conference, November 9-12, 2021, Hollywood, CA. 

  
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. 

• June 10, 2021 
• June 24, 2021 

 
ADJOURNMENT 
 

The Agenda and supporting documentation, including any material that was submitted to the Merced 
County Employees’ Retirement Association Board after the distribution of the Agenda, are available 
online at www.co.merced.ca.us/retirement.   
 
All supporting documentation for Agenda items, including any material that was submitted to the 
retirement board after the distribution of the Agenda, is also available for public inspection Monday 
through Friday from 8:00 a.m. to 5:00 p.m. at the administrative office for the Merced County 
Employees’ Retirement Association located at 3199 M Street, Merced, California 95348. 
 
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) 
726-2724.  Any such request for accommodation should be made at least 48 hours prior to the 
scheduled meeting for which assistance is requested. 
 
Persons who require accommodation for any audio, visual or other disability or Spanish or Hmong 
interpretation 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. Please address your written request to Merced County 
Employees’ Association, 3199 M Street, Merced, CA 95348 or telephonically by calling (209) 726-
2724.  Any such request for accommodation should be made at least 48 hours prior to the scheduled 
meeting for which assistance is requested. 
 

Spanish and Hmong interpreters are available. 
 

Interpretes de espanol y hmong estan disponibles. 
 

Peb muaj tug paab txhais lug Mev hab Hmoob. 
 



















































































































































































































































































Questions and Comments

Next steps could be for the Board of Retirement to give the Plan 
Administrator direction to meet with county, legal counsel and others that 
may support and sponsor a legislative change, if desired.

13


	Item 1 and 2 20210527_Q121 Performance Update_Merced CERA.pdf
	000_Cover
	Performance Update
	Merced County Employees’  Retirement Association
	May 27, 2021

	001_Agenda
	1. Executive Summary
	2. Capital Markets Outlook & Risk Metrics
	3. Performance Highlights
	4. Preliminary Update as of April 30, 2021
	5. Performance Update as of March 31, 2021
	6. Educational Session on Inflation
	7. Disclaimer, Glossary, and Notes

	010_Executive Summary_21Q1
	Executive Summary  As of March 31, 2021
	Performance Overview – Q1 2021
	 The Merced CERA portfolio returned 2.9% for the quarter. This translates to annualized returns of  10.5%, 10.7% and 8.5% over the three, five and ten-year trailing periods. The portfolio’s since inception annualized return is 8.4%.
	 The portfolio underperformed the policy benchmark by (1.3%) over the quarter, but has kept pace with the benchmark over the five-year trailing period. The portfolio underperformed the benchmark by (0.5%)  over the trailing ten-year period, while out...
	 US Equities, up 5.5%, Hedge Funds, 4.8%, and Private Equity, 12.1%, led positive performance in the portfolio, while US Fixed Income, down -3.4%, and Emerging Market equities, down -1.0%, were the only asset classes that posted negative returns.
	 Relative to policy targets, overweight positions in equities contributed positively, while the underweight position in Private Equity likely detracted from performance.

	Public Manager Highlights Q1 2021
	9 out of 12 Public Active Managers   either outperformed or matched their respective benchmarks for Q1 2021.
	Total Equity (Active)
	 US Equity, up 5.5%, trailed its benchmark by 80 basis points. Mellon Dynamic US Equity, Merced CERA’s active US large cap manager, returned 5.2%, trailing their benchmark by (1.0%). Champlain, the active small cap manager, returned 4.9%, underperfor...
	 Developed International Equity returned 3.1%, underperforming its benchmark by 80 basis points. In this sleeve, the small cap active managers, Driehaus, up 4.4% and Acadian, up 10.7%, outperformed their large cap counterparts on an absolute basis, a...
	 Emerging Markets Equity returned -1.0%, underperforming its benchmark by 330 basis points. In this sleeve, RWC returned 2.7% to beat its benchmark by +0.4%, while Artisan Developing World returned -2.3%, trailing the benchmark by (4.6%).
	Total Fixed Income (Active)

	 US Fixed Income returned –3.4%, matching the benchmark. Barrow Hanley, the only active manager in this sleeve, returned -3.5% beating the benchmark by +0.1%.
	 Opportunistic Credit returned 2.5%, outperforming the benchmark by 350 basis points. In this sleeve GoldenTree and Sculptor Credit registered positive returns of 2.4% and 6.9%, outpacing their benchmarks by +1.0% and +5.5% respectively. PIMCO Income...

	Manager Updates
	Asset Allocation and Manager Updates
	 During the quarter, rebalancing recommendations made by Meketa were approved and effected, bringing the portfolio closer to policy targets.
	 New mandates funded this quarter include Accel- KKR Capital Partners VI, Khosla Ventures Seed E and TCV XI in the private equity sleeve.

	Active Manager Expectations
	Active Manager Expectations (Continued)
	Manager Monitor
	Active Manager Peer Rankings

	021_2021Q2 - Economic and Market Update-Data as of April 30, 2021 (Report Ready)
	030_April 2021_Performance_Highlights
	Performance Highlights
	As of April 30, 2021
	Market Review and Performance Summary for April 2021
	 In April, equity markets rose to fresh highs encouraged by positive economic data, positive momentum in the roll-out of the Covid-19 vaccines and stellar earnings reports from companies in the US. The rotation from growth into value stocks slowed as...
	 Inflation expectations were little changed from the previous month as the Fed reiterated that inflation pressures building in the economy were expected to only be transitory.
	As of April 30, 2021, total assets for the Merced CERA Portfolio are estimated at $1.10 billion.
	 Merced CERA reported a monthly return of 3.1%. All major asset classes reported positive returns, led by US Equity and Emerging Markets equities that returned 5.7% and 5.2% respectively.



	040_Section Cover
	Preliminary Performance Update as of April 30, 2021

	041_2104_Performance Update_MCERA
	050_Section Cover
	Performance Update as of March 31, 2021

	051_21Q1_PerformanceUpdate_MCERA v2
	060_Inflationary Impact
	Educational Session on Inflation
	Introduction
	At the April Board meeting, the Board requested a high level educational presentation on inflation expectations and the current market environment to be presented to the full Board. In this document, we review current inflation expectations and consid...

	Inflation Considerations / Expectations
	 Short-Term (next two years):  likely increase in expectations and volatility
	 Base effects from dropping of last year’s data point
	 Supply/demand imbalances (social distancing policies easing, unemployment improving, consumer balance sheets are in decent shape)
	 Economic recovery likely faster than after a financial crisis
	 Fiscal (stimulus, infrastructure) and monetary policy both accommodative
	 FOMC change to average inflation targeting and employment policies
	 Realized inflation is likely to be volatile over the next few quarters

	 Longer-Term
	 Secular forces (demographics, technology, globalization, etc.) should eventually drive inflation back down to 2% (and likely sub-2%)
	 Consumer inflation expectations are sticky, even at full employment
	 Fighting higher inflation is easier for the Fed


	Fiscal Stimulus Could Cause Short-Term Inflation Pressures
	 Federal outlays (fiscal support) as a percent of GDP (red line) have spiked to record levels

	Longer-Dated US Interest Rates Have Been Rising
	 Monetary policy support through a backstopping of markets (liquidity programs, QE, guidance etc.)
	 Fiscal support through fiscal “stimulus” and investment programs
	 Gradual reopening of the global economy
	 Developments with the vaccine (Q4), and the recent improvement in deployment (YTD)

	Increases in Inflation Expectations Have Been the Principal Driver of Yields
	 Inflation “breakeven” = [Nominal 10-Year Treasury Yield] – [Treasury Inflation Security 10-Year Yield]

	Rising Inflation Expectations Global; not Just in the US
	 Similar to the US, record fiscal and monetary support is driving inflation expectations higher
	 Commodity prices are also driving inflationary concerns; supply disruptions and heightened demand

	Commodity Prices are Materially Higher
	 Ongoing supply disruptions, and heighted demand from the opening global economy, are driving commodity prices to record levels for some assets

	Inflation Data Will be Volatile
	 April CPI data posted the largest monthly increase since the mid-1980s
	 In addition to base effects, as supply and demand imbalances recover, prices could change meaningfully from period to period

	Price Pressures are Wide Spread
	 Price increases seen across most sectors; transportation, travel, and leisure related items most notably
	Scenario Testing
	In the following pages, we test the different asset classes in the Merced CERA portfolio for historical inflationary periods and hypothetical scenarios.

	 It is important to note that the returns shown are not returns that would have or could be earned given the scenarios. Rather, the impact of inflation on these asset classes should be considered ‘directionally’.
	 A model is only as good as its inputs. For asset classes like hedge funds that include a wide variety of strategies, performance could diverge meaningfully from the model depending on the inputs used.
	Merced CERA Portfolio Historical Scenarios Testing

	 From a backwards-looking perspective, the inflation hedges in the Merced CERA’s portfolio were positive in each scenario considered, albeit not always at the same time and to varying degrees.
	Merced CERA Portfolio Testing with Hypothetical Inflationary Scenarios

	 Lower levels of inflation are not likely to be impactful to the Merced CERA portfolio, as losses in Fixed Income would be offset by gains in other asset classes.
	 Elevated levels of inflation (unexpected) would be impactful to most asset classes. However equities could rise with inflation, up to a point.
	Summary

	 Unexpected inflation is a bigger driver of market shocks, as asset prices adjust for expected inflation.
	 Inflation matters because it reduces the purchasing power of benefits paid to Merced CERA’s beneficiaries. Inflation also negatively impacts returns from some fixed income assets by reducing the purchasing power of coupon payments, and depressing va...
	 The Merced CERA portfolio is diversified to include Real Assets and Real Estate that are expected to serve as inflation hedges.
	 Real Assets; 5% policy target
	 Commodities
	 Natural Resources
	 Infrastructure

	 Real Estate; 8% policy target



	070_Disclaimer, Glossary and Notes
	Disclaimer, Glossary, and Notes


	Item 3 - going independent-FINAL.pdf
	ADP7E93.tmp
	Information on Retirement System Independence
	Introduction
	Summary of Process
	Closer Look at Legislation
	Look at Legislation
	OCERS & SBCERA MODEL
	VCERA Model
	CCCERA Model
	Resolutions
	Contracts
	Some Final Thoughts…
	Some Final Thoughts…
	Questions and Comments





