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Public Safety Personnel Retirement System

Managing partner of L. Roy Papp &
Associates, LLP

* 40 years experience portfolio
mManagement and security analysis

Master of Business Administration in
Finance and Accounting
University of Chicago

Board service includes:
« Blue Cross/Blue Shield of Arizona

« Phoenix Zoo Harry Papp - Trustee
e ASUFE dati Vice Chairman, Board of Trustees
ounhaation Chairman of Investment Committee

e Arizona State Board of Investment
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| Public Safety Personnel Retirement System

Executive Summary

« Performance
o 7.64%, net of fees, for FY '23
o Strong relative performance amongst peer group
« People
o Investment Committee is fully allocated with no vacant seats
o Investment team is fully staffed with no vacant positions
« Portfolio
o Portfolio volatility is in line with expectations
o Substantial liquidity (~12%) in cash and treasury bills
o Portfolio well positioned to capitalize on current dislocations
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Executive Summary (cont.)

e Processes

o Technological advances continue to support ongoing efficiencies in front,
middle and back-office functions

 Expenses

o Continues downward trend on an absolute basis and as a percentage of
assets

o Consistent with portfolio changes toward less expensive investments and
growing economies of scale
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Investment Management & Governance

Investment Committee

* Primarily tasked with oversight of asset allocation, investment policies and
compliance

Board Fiduciary Consultant - NEPC

« Works with chief investment officer but also reports directly to the Investment
Committee and the PSPRS Board of Trustees

* Presents quarterly performance and return attribution

* Provides portfolio oversight and monitors compliance with the investment
policy

« Works with staff, the system’s actuary and the investment committee to set
asset allocation and long-term return expectations
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Investment Management & Governance (cont.)
Investment Staff
« Source, monitor and manage the day-to-day investment activity

Specialty Consultant - Albourne Partners

* Function as an extension of staff to identify promising alternative investments
and provide middle-office support as needed

« Advises more than 40 public pension funds across a variety of alternative
Investments

« Based in London, Albourne has eight offices from San Francisco to Singapore

Investment Committee
* Primarily tasked with oversight of asset allocation and investment policy

« Monthly meetings are open to the public and streamed online
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Investment Management & Governance (cont.)

Key Committee Presentations

« Portfolio performance — Monthly, quarterly, FYTD, CYTD, 1-yr, 3-yr, 5-yr, 7-yr and
10-yr performance broken down by asset class

* Risk analysis — Volatility decomposition, factor analysis, scenario and stress-
testing

« Global financial market developments — review of major market (stocks, bonds,
commodities and currencies) developments relative to historical central
tendencies as well as an analysis of investor expectations about growth and
inflation

* Quarterly. Detailed performance review by independent fiduciary consultant
* Quarterly. Discussion about trends in institutional asset management

* Annually. Review of portfolio asset allocation and assumed earnings rate
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Public Safety Personnel Retirement System

Capital Appreciation

Asset Allocation as of 2/9/2024 Translates growth in the economy into growth in
Royalties & the trust’s assets and includes:
Leasing

Fixed Private 3% - US. pUb|IC equity

Income  Credit Diversifying

9% 14% Strategies - International public equity

Global Private 5% . .
Equity Cash - Private equity

23% 6% ..
. Opportunistic real estate

- High yield bonds

U.S. Equity
Int'l EqQuity 24% . .
16% - Emerging market equity

. Emerging market bonds
Contractual Income

Diversifying Strategies Refers to investments where a contractual

Investments designed to generate positive return is driving returns and includes:

returns over time, with little to no correlation . US. treasuries
to traditional asset classes. Examples include:
. 1G bonds

. Private lending

. Global tactical asset allocation

. Long/short equity _
. - Leasing
. Merger arbitrage ,
- Royalties
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Portfolio Performance - Net of fees
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Public Safety Personnel Retirement System

Portfolio Scenario Analysis
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Public Safety Personnel Retirement System

Outlook

. Over the coming decade, major asset 10-year Asset Class Return Expectations as of 12/31/2023

class returns are projected to fall
somewhat from last year. Stock, bond,

Asset Class NEPC* JPMorgan

and, to a lesser extent, real estate

prices remain high after a decade-

|Ong bu” ma rket' W|th equrty and U.S. Large-Cap Equities 4.4% 7.0%

housing markets at lofty levels, upside

Is [imited. U.S. Private Equity 9.0% 9.7%
» Stubborn, rising inflation and quick , _ . .

interest rate hikes may not resolve Private Lending 8.5% 8.5%

over time, dimming the outlook. If

they continue, central banks' strong EM Equities 8.6% 8.1%

price-controlling measures may harm

global economic growth and business U.S. Real Assets 6.8% 6.8%

earnings. There is doubt over whether

monetary policy changes can U.S. Gov't Bonds 42% 4.6%

sustainably lower inflation without

hurting investment returns. Int'l Equities 4.6% 7 2%

*PSPRS Trust's independent fiduciary consultant
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Historic return of major asset classes
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Public Safety Personnel Retirement System

Master of Science, Predictive Analytics,
Northwestern

Asset Allocator of the Year, Institutional
INnvestor

Innovator of the Year

Institutional Investor

Chief Investment Officer Magazine
Previous portfolio experience:

« Public equity

Private equity

Venture capital

Mark Steed
Chief Investment Officer

Real estate
Fixed income

Private lending
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Public Safety Personnel Retirement System
Provide a rate of return that

is equal to or above the

actuarial assumed earnings 7.4% 6.7% 7.8% 6.2% 11/30/2023
rate (AER) currently set at 7.2
percent

Ensure Trust assets are Fiscal Year 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
available to meet current and

future obligations Cash Outflow (Contributions — Benefit
Payments — Expenses) as a % of Expected -15% -18% -1.3% -1.9% -21% -22% -24% -2.5% -2.8% -2.9% -2.9%
Portfolio Market Value

Manage performance
volatility to mitigate loss of

investment value and Standard 8.0% 8.0% 7.8% 6.7% 6.1%
contribution rate volatility Deviation

Peer Ranking Top 16% Top 10% Top 10% Top 9% Top 9%
Minimize total expenses FY 23 Gross Returns FY 23 Net Returns
through negotiation and
operational efficiency 7.9% 7.6%
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Peer Comparisons

* Current ClIO began September of 2018
« Portfolio shows marked improvement over all major time horizons owing to:

o More efficient asset mix aligned with system cash-flows
o Upgraded performance within asset classes
o Cost management

| I-Year | 3-Year | S5-Year | 7-Year | 10-Year

as of

SO 48t 97th 401t g7t 8oth
?; /%f] E 55th 9th 45t 421h 31th
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Questions, comments and discussion

What questions do you have?

f X @
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https://www.facebook.com/arizonapsprs/
https://www.youtube.com/user/ArizonaPSPRS
https://twitter.com/psprsaz
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