
  

ALASKA RETIREMENT MANAGEMENT BOARD 
 

 

SUBJECT: 

 
DATE: 

GAM Termination 
     
March 3, 2017 

ACTION: 
 

INFORMATION: 

X 
 
 

 
 
 
BACKGROUND 
 
The Alaska Retirement Management Board (ARMB) hired Global Asset Management (GAM) in 
January of 2010 as part of its absolute return program.  In September of 2016, the ARMB placed GAM 
on its manager watch list due primarily to the replacement of GAM’s long-standing Chief Investment 
Officer and the consolidation of the GAM’s hedge fund business with GAM’s multi-asset portfolio 
solutions business.  GAM currently manages $229 million on behalf of the ARMB. 
 
 
STATUS 
 
Staff has reviewed GAM’s performance, organization, and absolute return business.  Many 
absolute return managers are going through a period of poor performance.  In GAM’s case, 
performance issues have been accompanied by material decreases in managed assets.  This has led 
to management and leadership changes that culminated in GAM combining their hedge fund 
business with their multi-asset portfolio business.   
 
Staff is concerned about the changes to GAM’s business and leadership structure and has 
concluded that the combination of GAM’s performance, decrease in assets, and organizational 
changes warrant termination.  As a result, staff is recommending that the ARMB liquidate the GAM 
portfolio and terminate the contractual relationship.  Liquidated assets will initially be invested in the 
fixed income portfolio. 
 
 
RECOMMENDATION 
 
That the Alaska Retirement Management Board direct staff to liquidate the GAM portfolio and to 
terminate the contractual relationship when the liquidation is complete.  
 



  

ALASKA RETIREMENT MANAGEMENT BOARD 
 

 

SUBJECT: 

 
DATE: 

Alternative Beta Search 
     
March 3, 2017 

ACTION: 
 

INFORMATION: 

X 
 
 

 
 
BACKGROUND 
 
The Alaska Retirement Management Board has an asset allocation of seven percent to absolute return 
strategies and $1.7 billion invested with six managers in the space.  The role of absolute return in the 
ARMB’s portfolio is to provide a source of real return diversified from exposure to traditional stock 
and bond market beta.  The ARMB started the program in 2004 by investing in active hedge fund 
managers through custom fund-of-funds managers, like KKR Prisma.  Over time, the ARMB and 
staff have looked for ways to reduce cost and increase risk-adjusted returns in the portfolio.  Towards 
this end, the ARMB has added direct exposure to managers like Allianz, Zebra, and KKR Apex 
Equity and built a portfolio of direct opportunistic investments through Crestline and KKR Prisma.   
 
Historically, hedge funds have offered a combination of low market beta (residual stock and 
bond exposure), alpha (manager skill), and what some have termed alternative beta.  Alternative 
beta is a set of risk exposures that are somewhat unique to the hedge fund space that provide a 
source of return for bearing risks that are uncorrelated with traditional market risks. 
 
STATUS 
 
Financial academics have written a series of research papers discussing methods of 
systematically investing in alternative beta.  Practitioners have refined these ideas and there are 
now investable strategies in the market.  These approaches are expected to provide uncorrelated 
sources of return at a much lower fee and with generally better liquidity than traditional hedge 
funds.  Alternative beta often include exposure to strategies like equity long/short, global macro, 
convertible bond arbitrage, and event driven. 
 
Staff has met with several managers and believes that an investment in alternative beta may be a 
good complement to the other strategies in the ARMB absolute return portfolio.  Staff discussed 
alternative beta strategies with Callan and the roster of potential managers is rich enough to 
warrant a search.   
 
RECOMMENDATION 
 
That the Alaska Retirement Management Board direct staff to engage Callan Associates to conduct a 
search for one or more alternative beta managers for an initial mandate of up to $300 million. 
 



  

ALASKA RETIREMENT MANAGEMENT BOARD 
 

SUBJECT: 

 

 
DATE: 

Callan Investment Structure Evaluation 
Asset Allocation Options 
 
March 3, 2017 

ACTION: 
 

INFORMATION: 

X 
 
 

 
 
BACKGROUND 
 

On February 18, 2016, the ARMB directed staff to engage Callan to conduct a governance and quality 
review of the Defined Contribution Retirement Plans, Deferred Compensation Plan, and Alaska 
Supplemental Annuity Plan (collectively called Plans). The review was to focus on seven priorities 
including an evaluation of the investment structure available to participants in the Plans. 
 
On September 30, 2016, Callan presented the results of their review to the ARMB. 
 
The Plans currently offer three balanced funds as investment options: the Alaska Balanced Trust and 
the Alaska Long-Term Balanced Trust managed by T.Rowe Price and the Global Balanced Fund 
managed by SSgA.  
 
As of December 31, 2016, approximate participant assets invested in the Alaska Balanced Trust 
were $1,187 million, the Alaska Long-Term Balanced Trust were $615 million, and the Global 
Balanced Fund were $108 million. 
 
Callan Recommendation: 

 
Remove the balanced funds and map participants to the age-appropriate target date fund. 

 
Staff recommends terminating the SSgA Global Balanced Fund and mapping those participants to 
the Alaska Long-Term Balanced Trust.  
 
RECOMMENDATION 
 

The ARMB directs staff to terminate the SSgA Global Balanced Fund and map those participants to 
the Alaska Long-Term Balanced Trust in the Plans. 
 



  

ALASKA RETIREMENT MANAGEMENT BOARD 
 

SUBJECT: 

 

 
DATE: 

Callan Investment Structure Evaluation 
Capital Preservation 
 
March 3, 2017 

ACTION: 
 

INFORMATION: 

X 
 
 

 
 
BACKGROUND 
 

On February 18, 2016, the ARMB directed staff to engage Callan to conduct a governance and quality 
review of the Defined Contribution Retirement Plans, Deferred Compensation Plan, and Alaska 
Supplemental Annuity Plan (collectively called Plans). The review was to focus on seven Priorities 
including an evaluation of the investment structure available to participants in the Plans. 
 
On September 30, 2016, Callan presented the results of their review to the ARMB. 
 
The Defined Contribution Retirement Plans currently offer the Alaska Money Market Master Trust 
managed by T.Rowe Price. The Deferred Compensation Plan and the Supplemental Annuity Plan 
currently offer a stable value investment option also managed by T.Rowe Price. The four Plans also 
offer a Treasury Money Market option managed by SSgA.  
 
As of December 31, 2016, approximate participant assets invested in the Alaska Money Market 
Master Trust were $18 million, the Treasury Money Market option were $59 million and the stable 
value options in the Deferred Compensation Plan and Supplemental Annuity Plan were $555 
million.  
 

Callan Recommendation: 
 

Remove the money market options and proceed with stable value as the principal 
protection option. 

 
Staff recommends adding a stable value option in the Defined Contribution Retirement (DCR) 
Plans and maintaining the US Treasury Money Market option across all plans. Staff recommends 
removing the Alaska Money Market Trust as a stand-alone investment option from the DCR Plans 
and mapping participants into the US Treasury Money Market option. 
 
RECOMMENDATION 
 

The ARMB direct staff to add a stable value option in the Defined Contribution Retirement Plans.   
 
Additionally, the ARMB directs staff to remove the Alaska Money Market Trust as a stand-alone 
investment option from the DCR Plans and map those participants into the US Treasury Money 
Market option.  
 



  

ALASKA RETIREMENT MANAGEMENT BOARD 
 

SUBJECT: 

 

 
DATE: 

Callan Investment Structure Evaluation 
Fixed Income 
 
 March 3, 2017 

ACTION: 
 

INFORMATION: 

X 
 
 

 
 
BACKGROUND 
 

On February 18, 2016, the ARMB directed staff to engage Callan to conduct a governance and quality 
review of the Defined Contribution Retirement Plans, Deferred Compensation Plan, and Alaska 
Supplemental Annuity Plan (collectively called Plans). The review was to focus on seven priorities 
including an evaluation of the investment structure available to participants in the Plans. 
 
On September 30, 2016, Callan presented the results of their review to the ARMB. 
 
The Plans currently offer a Long U.S. Treasury Bond Index fund and a World Government Bond ex-
U.S. Index fund managed by SSgA as well as a Government/Credit Bond Index fund and an 
Intermediate Bond fund managed by BlackRock.  
 
As of December 31, 2016, approximate participant assets invested in the Long U.S. Treasury Bond 
Index fund were $24 million, the World Government Bond ex-U.S. Index fund were $19 million, 
the Government/Credit Bond Index fund were $107 million, and the Intermediate Bond fund were 
$74 million.  
 
Callan Recommendation: 

 
Consolidate the existing fixed income options into a custom multi-manager fixed income 
fund. 

 
Staff recommends creating a stand-alone, passive fixed income investment option benchmarked 
to the Bloomberg Barclays U.S. Aggregate Bond Index and mapping the existing stand-alone fixed 
income options to it. Staff also recommends evaluating active, core-plus options for consideration 
at a later date. 
 
RECOMMENDATION 
 

The ARMB directs staff to conduct a search for a passive fixed income investment product 
benchmarked to the Bloomberg Barclays U.S. Aggregate Bond Index and bring recommendations 
to the ARMB at a future meeting. 



  

ALASKA RETIREMENT MANAGEMENT BOARD 
 

SUBJECT: 

 

 
DATE: 

Callan Investment Structure Evaluation 
Diversified Real Assets 
 
March 3, 2017 

ACTION: 
 

INFORMATION: 

 
 

X 

 
 
BACKGROUND 
 

On February 18, 2016, the ARMB directed staff to engage Callan to conduct a governance and quality 
review of the Defined Contribution Retirement Plans, Deferred Compensation Plan, and Alaska 
Supplemental Annuity Plan (collectively called Plans). The review was to focus on seven priorities 
including an evaluation of the investment structure available to participants in the Plans. 
 
On September 30, 2016, Callan presented the results of their review to the ARMB. 
 
The Plans currently offer the U.S. Treasury Inflation Protected Securities (TIPS) Index Fund and the 
U.S. Real Estate Investment Trust (REIT) Index Fund both managed by SSgA.  
 
As of December 31, 2016, approximate participant assets invested in the U.S. Treasury Inflation 
Protected Securities Index Fund were $48 million and the U.S. Real Estate Investment Trust Index 
Fund were $82 million. 
 

Callan Recommendation: 
 

Combine the existing TIPS and REIT options into a single multi-asset class real asset 
fund.  

 
Staff recommends the TIPS and REIT options remain as individual investment options in the Plans. 
Staff agrees that a multi-asset class real asset fund should be added to the participant’s investment 
option menu at a time in the future. Staff also agrees that the current TIPS and REIT options should 
be individually considered as components of the real asset fund. Until a multi-asset class real asset 
fund is added, participants should continue to have access to the TIPS and REIT options. 



  

ALASKA RETIREMENT MANAGEMENT BOARD 
 

SUBJECT: 

 

 
DATE: 

Callan Investment Structure Evaluation 
Non-U.S. Equity 
 
March 3, 2017 

ACTION: 
 

INFORMATION: 

 
 

X 

 
 
BACKGROUND 
 

On February 18, 2016, the ARMB directed staff to engage Callan to conduct a governance and quality 
review of the Defined Contribution Retirement Plans, Deferred Compensation Plan, and Alaska 
Supplemental Annuity Plan (collectively called Plans). The review was to focus on seven Priorities 
including an evaluation of the investment structure available to participants in the Plans. 
 
On September 30, 2016, Callan presented the results of their review to the ARMB. 
 
The Plans currently offer the All Country World Equity Ex-U.S. Index Fund managed by SSgA and 
the multi-manager International Equity Fund which contains managers Brandes Investment Partners 
and Allianz Global Investors.  
 
As of December 31, 2016, approximate participant assets invested in the All Country World Equity 
Ex-U.S. Index Fund were $85 million and the International Equity Fund were $149 million. 
 
Callan Recommendation: 

 
Combine the passive international fund with the active counterpart into a single multi-
manager offering. 

 
Staff recommends the All Country World Equity ex-U.S. Index Fund and the multi-manager 
International Equity Fund remain in the Plans as stand-alone options. 
 



  

ALASKA RETIREMENT MANAGEMENT BOARD 
 

SUBJECT: 

 

 
DATE: 

Callan Investment Structure Evaluation 
U.S. Large and All Cap Equity 
 
March 3, 2017 

ACTION: 
 

INFORMATION: 

 
 

X 

 
 
BACKGROUND 
 

On February 18, 2016, the ARMB directed staff to engage Callan to conduct a governance and quality 
review of the Defined Contribution Retirement Plans, Deferred Compensation Plan, and Alaska 
Supplemental Annuity Plan (collectively called Plans). The review was to focus on seven priorities 
including an evaluation of the investment structure available to participants in the Plans. 
 
On September 30, 2016, Callan presented the results of their review to the ARMB. 
 
The Plans currently offer the Russell 3000 Index Fund managed by SSgA, the S&P 500 Index Fund 
managed by SSgA and BlackRock, and the U.S. Small Cap Trust managed by T.Rowe Price. In the 
Defined Contribution Retirement Plans and the Alaska Supplemental Annuity Plan the S&P 500 
Index Fund is managed by SSgA and in the Deferred Compensation Plan the S&P 500 Index Fund is 
managed by BlackRock.   
 
As of December 31, 2016, approximate participant assets invested in the Russell 3000 Index Fund 
were $130 million, the S&P 500 Index Funds were $659 million and the U.S. Small Cap Trust 
were $343 million. 
 
Callan Recommendation: 

 
Map assets from the Russell 3000 to the S&P 500 Index. 

 
Staff recommends the Russell 3000 Index Fund remain in the Plans as a stand-alone option.  
 



  

ALASKA RETIREMENT MANAGEMENT BOARD 
 

SUBJECT: 

 

 
DATE: 

Callan Investment Structure Evaluation 
Socially Responsible 
 
March 3, 2017 

ACTION: 
 

INFORMATION: 

 
 

X 

 
 
BACKGROUND 
 

On February 18, 2016, the ARMB directed staff to engage Callan to conduct a governance and quality 
review of the Defined Contribution Retirement Plans, Deferred Compensation Plan, and Alaska 
Supplemental Annuity Plan (collectively called Plans). The review was to focus on seven priorities 
including an evaluation of the investment structure available to participants in the Plans. 
 
On September 30, 2016, Callan presented the results of their review to the ARMB. 
 
The Plans currently offer the Allianz/RCM Socially Responsible Investment Fund managed by 
Allianz Global Investors (AGI).  
 
As of December 31, 2016, approximate participant assets invested in the Allianz/RCM Socially 
Responsible Investment Fund were $59 million.  
 

Callan Recommendation: 
 

Remove the socially responsible fund. 
 
Staff recommends the Socially Responsible Investment Fund remain in the Plans as a stand-alone 
option. 



  

ALASKA RETIREMENT MANAGEMENT BOARD 
 

SUBJECT: 

 

 
DATE: 

Callan Investment Structure Evaluation 
Self-Directed Brokerage 
 
March 3, 2017 

ACTION: 
 

INFORMATION: 

 
 

X 

 
 
BACKGROUND 
 

On February 18, 2016, the ARMB directed staff to engage Callan to conduct a governance and quality 
review of the Defined Contribution Retirement Plans, Deferred Compensation Plan, and Alaska 
Supplemental Annuity Plan (collectively called Plans). The review was to focus on seven priorities 
including an evaluation of the investment structure available to participants in the Plans. 
 
On September 30, 2016, Callan presented the results of their review to the ARMB. 
 
The Plans currently do not offer participants a self-directed brokerage window.  
 
Callan Recommendation: 

 
Add a brokerage window. 

 
Staff recommends not adding a self-directed brokerage window at this time. 
 



  

ALASKA RETIREMENT MANAGEMENT BOARD 
 

SUBJECT: 

 

 
DATE: 

Callan Target Date Suitability Study 
Glide Path Risk 
 
March 3, 2017 

ACTION: 
 

INFORMATION: 

 
 

 X

 
 
BACKGROUND 
 

On February 18, 2016, the ARMB directed staff to engage Callan to conduct a governance and quality 
review of the Defined Contribution Retirement Plans, Deferred Compensation Plan, and Alaska 
Supplemental Annuity Plan (collectively called Plans). The review was to focus on seven priorities 
including an evaluation of the Plans’ target date fund glide path suitability. 
 
On September 30, 2016, Callan presented the results of their review to the ARMB. 
 
The Plans currently offer 11 target date fund options called Alaska Target Date Trusts that are 
managed by T.Rowe Price. The target date funds currently span expected retirement dates from 2010 
to 2060 in five year increments.  
 
As of December 31, 2016, participant assets invested in target date funds totaled approximately 
$1,110 million. 
 

Callan Recommendation: 
 

Given the high predicted replacement ratios along with the fact that there is some 
overlap between the SBS and PERS plan populations, the Plans could explore whether 
there is room to take less risk throughout the glide path and still reach successful 
outcomes with a reasonable degree of certainty.  

 
Staff recommends the risk profile of the target date funds not be altered to take less risk throughout 
the glide path. 
 



  

ALASKA RETIREMENT MANAGEMENT BOARD 
 

SUBJECT: 

 

 
DATE: 

Callan Target Date Suitability Study 
Glide Path and Implementation Review 
Periodicity 
March 3, 2017 

ACTION: 
 

INFORMATION: 

X 
 
 

 
 
BACKGROUND 
 

On February 18, 2016, the ARMB directed staff to engage Callan to conduct a governance and quality 
review of the Defined Contribution Retirement Plans, Deferred Compensation Plan, and Alaska 
Supplemental Annuity Plan (collectively called Plans). The review was to focus on seven priorities 
including an evaluation of the Plans’ target date fund glide path suitability. 
 
On September 30, 2016, Callan presented the results of their review to the ARMB. 
 
The Plans currently offer 11 target date fund options called Alaska Target Date Trusts that are 
managed by T.Rowe Price. The target date funds currently span expected retirement dates from 2010 
to 2060 in five year increments.  
 
As of December 31, 2016, participant assets invested in target date funds totaled approximately 
$1,110 million. 
 

Callan Recommendation: 
 

On a periodic basis revisit the glide path and implementation of the funds given the 
Plans’ underlying demographics and plan design.  

 
Staff recommends revisiting the glide path and implementation of the target date funds every five 
years absent a triggering event. 
 
RECOMMENDATION 
 

The ARMB directs staff to revisit the glide path and implementation of the target date funds every 
five years absent a triggering event. 




