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MEMORANDUM 

  
Date:   March 22, 2017 
 
To:   CCCERA Board of Retirement 
 
From:   Timothy Price, Chief Investment Officer 
 
Subject:  Annual Capital Markets Review and Asset Allocation Discussion 
___________________________________________________________________________ 
 
Overview and Recommendation 
 
At today’s Board meeting, Verus will be presenting their updated capital market assumptions for 
2017 along with suggested adjustments to CCCERA’s strategic asset allocation targets.   
 
This annual review is a departure from past practice where CCCERA reviewed asset allocation 
targets every 3-5 years and warrants a brief reminder of why we are handling this differently 
going forward.  Under the FFP portfolio construction approach adopted by CCCERA in 2016, 
the liquidity program is sized in terms of months of projected benefit payments.  These 
projections are updated annually based upon information received from our actuary and 
expressed in dollars.  We fund four years of benefit payments at a time, draw down the monthly 
payments for a year and top up the program each July to add a new fourth year of projected 
benefit payments.  These benefit payments are projected in terms of dollars and then translated 
back to a percentage allocation based upon the current size of the overall program.  The dynamic 
nature of the size of the liquidity program both in dollars and relative to the rest of the 
investment program dictates that we update asset allocation targets annually. 
 
The Investment Policy Statement (IPS) states that the CIO and Consultant will review the 
relative sizes of the liquidity, growth and diversifying allocations with the Board annually and 
revise the target allocations as needed.  Based upon the changing size of the Liquidity sub-
portfolio, that target allocation for the mid-year 2017 adjustments will increase from 24% to 
27%.  The annual review also provides a check-in opportunity to see if the long-term targets 
within the growth and diversifying sub-portfolios correspond with our outlook for the best 
opportunities.  In keeping with that spirit, we are recommending increasing the non-US equity 
allocation by 2% and reducing the private credit allocation by 4% based upon the current 
valuation environment.  Finally, are eliminating the cash allocation as this balance will now be 
securitized with futures by Parametric, resulting in no economic exposure to cash at the strategic 
level. 
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Size of Liquidity Sub-portfolio 
 
The liquidity sub-portfolio is topped up annually, in conjunction with the employer pre-payments 
received each July.  For the upcoming top-up in July 2017, the projected benefit payments that 
need to be funded total $2 billion, including the addition of the projected benefit payments for 
the first half of 2021.  The annual projections are outlined below. 
 

Period Projected Benefit Payments ($MM) 
July-December 2017 $230 
2018 $477 
2019 $499 
2020 $522 
January-June 2021 $272 
Total $2,000 

 
Next Steps 
 
Today’s presentation is informational only.  Based upon feedback received about the 
diversifying sub-portfolio on a later agenda item, we plan to provide additional education on how 
best to structure that sub-portfolio at the second April Board meeting and adopt a final asset 
allocation target at the second May Board meeting.  Based upon that final adoption of new 
targets, we will present the annual funding plan at the second June meeting that will outline 
where we intend to source the incremental $272 million required to top up the liquidity sub-
portfolio. 
 


