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Date: March 3, 2017 
 
To: SJCERA Board of Retirement 
 
From: Pension Consulting Alliance, LLC (PCA)  
 
CC: David Sancewich – PCA 
 Ryan Lobdell - PCA 
 Nancy Calkins – SJCERA 
 Johanna Shick - SJCERA 
  
RE: Private Appreciation Manager Search – Recommendations   
 
 
Recommendation 
PCA recommends that the Board select one or both of the two recommended managers 
to interview in consideration for hiring one manager, based on our review of the manager 
screening process for the Private Appreciation portfolio.  PCA also recommends 
allocating $50 million to the new strategy. 
 

Short-List of Candidates* 
Oaktree 
PIMCO 

*Alphabetical Order 
 
Process 
In October 2015, the Board approved a new strategic asset allocation. As a part of this 
allocation, PCA initiated a search to find suitable candidate investment firms to manage 
a portion of the Private Appreciation allocation.  After quantitative and qualitative 
evaluation, PCA identified two candidates for potential interview with SJCERA.   
 
Candidate managers were evaluated on a wide array of factors, which included, but 
were not limited to, the following:  
 
Process 
 

• Ownership and control structure of the organization, including its parent and 
affiliates. 
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• Experience (both quality and quantity) and qualifications of the investment 
management organization and its staff in providing investment management 
services. 

 

• An investment-style and decision-making process that result in the product having 
a close fit with the desired mandate. 

 

• A more in-depth consideration of quantitative factors such as performance 
attribution.  

 

• Firm and product assets under management as well as a representative client list 
reflective of the size and scale of SJCERA. 

 

• Complementary to SCJERA’s existing managers and structure. 
 

• Any other considerations believed to be pertinent to SJCERA. 
 
PCA has completed the evaluation portion of the search process.  Two managers remain 
as suggested finalists in the SJCERA Private Appreciation manager search:  i) Oaktree, 
and ii) PIMCO.  Each manager offers competitive investment performance (see table 
below) and passes all screening criteria, including a variety of qualitative and 
quantitative considerations (see “Process” for details).  We anticipate that the Board 
would interview candidates at the April 2017 Board meeting.  PCA looks forward to your 
comments and, upon your approval, PCA will begin to develop and coordinate an 
interview and/or on-site due diligence schedule.   

 
Candidate Manager Performance, as of 12/31/2016, gross of fees 

  Quarter YTD 1 Year 2 years 3 Years 5 Years 

Oaktree Capital 3.1 11.4 11.4 3.7 3.1 4.7 
PIMCO Bravo II 5.0 13.8 13.8 16.0 NA NA 
S&P 500 Index 3.8 12.0 12.0 6.5 8.9 14.7 
MSCI EAFE ND USD -0.7 1.0 1.0 0.1 -1.6 6.5 
BC U.S. Aggregate Bond -3.0 2.6 2.6 1.6 3.0 2.2 

 
Calendar Year Performance, as of 12/31/2016, gross of fees 

Manager 2010 2011 2012 2013 2014 2015 2016 

Oaktree Capital 8.9 3.3 8.7 5.6 1.9 -3.5 11.4 
PIMCO Bravo II NA NA NA NA NA 18.3 13.8 
S&P 500 Index 15.1 2.1 16.0 32.4 13.7 1.4 12.0 
MSCI EAFE ND USD 7.8 -12.1 17.3 22.8 -4.9 -0.8 1.0 
BC U.S. Aggregate Bond 6.5 7.8 4.2 -2.0 6.0 0.5 2.6 
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Appendix 

Firm: Oaktree 
Firm Summary: 
Oaktree is an investment manager that focuses on various investment strategies in the 
global fixed income, loan, and equity markets. Assets under management are roughly 
$100 billion, and the firm was founded in 1995.  There are 307 investment professionals. 
 
Product Summary: 
The strategy seeks to achieve an attractive total return while bearing less-than-
commensurate risk. In implementing their approach, they select a diversified portfolio of 
senior loans and other senior debt instruments from what they believe to be the middle 
and upper quality tiers of non-investment grade bank debt.  
 
They believe there may be additional opportunities for making investments that are 
undervalued. As a result, although the focus of the strategy is primarily on senior loans 
and other senior debt instruments, it may also target investments in (i) debt securities and 
other obligations that they believe are available at meaningful discounts to their intrinsic 
value, including bridge loans for high yield bond commitments; (ii) U.S. dollar- and non-
U.S. dollar-denominated senior loans and other debt instruments of borrowers that are 
organized or have a substantial portion of their assets or business in Europe; and (iii) equity 
and debt instruments that are purchased or otherwise obtained in a workout or financial 
restructuring involving a pre-existing investment.  
 
 
Firm: PIMCO 
Firm Summary:  
PIMCO is an investment manager that focuses on various products but with a tilt towards 
fixed income. The firm offers absolute return, long-only and fundamental indexed funds.  
Assets under management are roughly $1.4 trillion, and the firm was founded in 1971.  
There are 354 investment professionals.  
 
Product Summary: 
The acronym “BRAVO” comes from the phrase Bank Recapitalization and Value 
Opportunities.  Global financial institutions are continuing to de-lever in response to 
regulatory changes.  This has led and will continue to lead to non-economic sales of 
assets over the coming years.  This Fund will make relative value decisions between 
residential real estate, commercial real estate, mortgages, and consumer markets. Most 
of the strategy will be in residential and commercial real estate and loans with a smaller 
component to specialty finance and financials. 
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DISCLOSURES:  This document is provided for informational purposes only. It does not constitute an offer of securities of any of the issuers 
that may be described herein. Information contained herein may have been provided by third parties, including investment firms 
providing information on returns and assets under management, and may not have been independently verified.  The past performance 
information contained in this report is not necessarily indicative of future results and there is no assurance that the investment in question 
will achieve comparable results or that the Firm will be able to implement its investment strategy or achieve its investment objectives. The 
actual realized value of currently unrealized investments (if any) will depend on a variety of factors, including future operating results, the 
value of the assets and market conditions at the time of disposition, any related transaction costs and the timing and manner of sale, all of 
which may differ from the assumptions and circumstances on which any current unrealized valuations are based. 

 
Neither PCA nor PCA’s officers, employees or agents, make any representation or warranty, express or implied, in relation to the accuracy 
or completeness of the information contained in this document or any oral information provided in connection herewith, or any data 
subsequently generated herefrom, and accept no responsibility, obligation or liability (whether direct or indirect, in contract, tort or 
otherwise) in relation to any of such information.  PCA and PCA’s officers, employees and agents expressly disclaim any and all liability that 
may be based on this document and any errors therein or omissions therefrom.  Neither PCA nor any of PCA’s officers, employees or agents, 
make any representation of warranty, express or implied, that any transaction has been or may be effected on the terms or in the manner 
stated in this document, or as to the achievement or reasonableness of future projections, management targets, estimates, prospects or 
returns, if any.  Any views or terms contained herein are preliminary only, and are based on financial, economic, market and other conditions 
prevailing as of the date of this document and are therefore subject to change.   
 
The information contained in this report may include forward-looking statements. Forward-looking statements include a number of risks, 
uncertainties and other factors beyond the control of the Firm, which may result in material differences in actual results, performance or 
other expectations. The opinions, estimates and analyses reflect PCA’s current judgment, which may change in the future. 
 
Any tables, graphs or charts relating to past performance included in this report are intended only to illustrate investment performance for 
the historical periods shown. Such tables, graphs and charts are not intended to predict future performance and should not be used as the 
basis for an investment decision. 
 
All trademarks or product names mentioned herein are the property of their respective owners.  Indices are unmanaged and one cannot 
invest directly in an index.  The index data provided is on an “as is” basis.  In no event shall the index providers or its affiliates have any liability 
of any kind in connection with the index data or the portfolio described herein.  Copying or redistributing the index data is strictly prohibited. 
 
The Russell indices are either registered trademarks or tradenames of Frank Russell Company in the U.S. and/or other countries.  
 
The MSCI indices are trademarks and service marks of MSCI or its subsidiaries.  
 
Standard and Poor’s (S&P) is a division of The McGraw-Hill Companies, Inc.  S&P indices, including the S&P 500, are a registered trademark 
of The McGraw-Hill Companies, Inc. 
 
CBOE, not S&P, calculates and disseminates the BXM Index. The CBOE has a business relationship with Standard & Poor's on the BXM.  CBOE 
and Chicago Board Options Exchange are registered trademarks of the CBOE, and SPX, and CBOE S&P 500 BuyWrite Index BXM are 
servicemarks of the CBOE. The methodology of the CBOE S&P 500 BuyWrite Index is owned by CBOE and may be covered by one or more 
patents or pending patent applications. 
 
The Barclays Capital indices (formerly known as the Lehman indices) are trademarks of Barclays Capital, Inc. 
 
The Citigroup indices are trademarks of Citicorp or its affiliates. 
 
The Merrill Lynch indices are trademarks of Merrill Lynch & Co. or its affiliates. 
 
FTSE is a trademark of the London Stock Exchange Group companies and is used by FTSE under license. All rights in the FTSE indices and/or 
FTSE ratings vest in FTSE and/or its licensors. No further distribution of FTSE data is permitted with FTSE’s express written consent.  
  

 




