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ERS Investment Return Ranked #1 for FY2022 

HONOLULU – The Employees’ Retirement System of the State of Hawaii’s investment return 
of 3.7% for the fiscal year ended June 30 topped the list of public pension funds, according to a 
list published in Pensions & Investments’ (P&I) Sept. 5, 2022, issue. 

The ERS was one of only seven public pension funds nationwide to achieve a positive fiscal year 
return, according to P&I. 

The market value of the ERS portfolio at the end of the fiscal year was $21.97 billion, down 
from $22.38 billion at the end of the first quarter, but up from $21.44 billion a year ago, 
according to the performance report by ERS investment adviser Meketa Investment Group. 

“This year’s return as of June 30 is perhaps our most meaningful,” ERS Executive Director 
Thomas Williams said. “Not so much because it tops our peers, but because it validates our 
strategic portfolio decision-making and keeps us on pace to full-funding.” 

The fund reported a -1.6 return for the second quarter ending June 30, but the ERS’s portfolio 
performance still placed ERS amongst the top performing funds for the quarter, year-to-date and 1-
year trailing periods, according to Meketa. 

“Our ‘risk-aware strategy’ has served us extremely well,” Williams said. “In fact, recent markets 
and our resulting return have served as a proof statement to the wisdom of our design. While the 
average public pension fund is down this year somewhere between a negative 6% and 8%, our 
fund experienced a positive return.” 

The ERS structures its portfolio to offset most material market declines with increases in allocations to 
Diversifying Strategies and Real Assets, with most capital coming from the Public Growth portfolio. 

“The investment team here at the ERS has been working diligently over the past few years to 
build diversification and resilience into the portfolio and at the same time have considerable 
exposure to capital appreciation, so we were well prepared for the first half downturn,” Acting 



Chief Investment Officer Howard Hodel said. “It was fortuitous to be able to monetize profitable 
defensive strategies quickly during the second quarter and redeploy capital to undervalued assets 
to stay ahead of the markets, which is an ongoing challenge especially with so many macro-
economic headwinds.” 
 
The ERS relies on investment returns and employee and employer contributions to fund retiree 
benefits.  
 
“It’s extremely difficult to attain #1 status amongst this group of the most highly regarded and 
resourced public pension funds in the nation. While we don’t shoot for the stars, we must 
celebrate our proximity while we can,” Williams said. 

About the ERS 

The Employees’ Retirement System (ERS) of the State of Hawaii was established in 1926 and 
provides retirement allowances and other benefits to more than 149,000 retirees, beneficiaries, 
inactive vested members, and active public employees working for the State of Hawaii and the 
counties of Hawaii. The Board of Trustees is the governing body of the ERS, with certain areas 
of administrative control vested in the State Department of Budget and Finance. The ERS is a 
qualified defined benefit public pension plan covered under Section 401(a) of the Internal 
Revenue Code. The ERS and its Board of Trustees account for and safeguard assets in the ERS 
investment portfolio and invest funds to help finance its retirement benefits program. The $21.97 
billion investment portfolio of the ERS holds a diversified set of assets across different strategies 
and risk categories. 
 
Contact: Bart Asato, Program Specialist, 808-586-1768. 
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Notes: *Returns as of June 30, but not fiscal year-end. **Gross of fees. 

Assets are in billions. Multiyear returns are annualized. For an updated tracker go to www.pionline.com/
section/returns-tracker.

Public pension fund returns

Pension fund

Current 
�scal-year

return

Previous 
�scal-year

return
Three-year 

return
Five-year 

return
10-year
return

Asset 
size

Hawaii Employees** 3.7% 26.6% 10.0% 8.7% $22.0

Maine Public Employees 3.3% 26.5% 10.0% 9.5% $18.6

Arizona State Retirement 1.1% 25.1% 8.4% 8.3% $48.6

New Mexico Educational 1.0% 28.8% 8.8% 8.4% 8.5% $15.5

Virginia Retirement 0.6% 27.5% 9.2% 8.3% 8.7% $101.2

Santa Barbara County Employees 0.3% 25.2% 7.9% 7.8% 7.4% $3.9

Los Angeles County Employees 0.1% 25.2% 8.5% 8.1% 8.6% $70.4

San Bernardino County Employees -0.1% 33.3% 8.8% 8.0% 8.3% $13.4

Ohio School Employees -0.5% 26.8% 9.1% 9.1% $17.8

South Dakota Retirement -0.7% 22.0% 7.2% 6.9% 8.9% $14.6

South Carolina Retirement -0.9% 28.6% 7.8% 7.4% 7.5% $38.3

Nashville & Davidson County -1.0% 0.0% 10.8% 9.7% 9.7% $4.2

CalSTRS -1.3% 27.2% 9.3% 8.7% 9.4% $301.6

Houston Police Of�cers -1.3% 32.2% $7.3

Rhode Island Employees -1.4% 25.6% 8.7% 8.1% 8.0% $9.9

Arizona Public Safety** -1.6% 27.8% 8.1% 7.6% 8.1% $17.8

San Francisco City & County** -2.8% 33.7% $33.1

Maryland State Retirement -3.0% 26.7% 8.4% 7.9% 7.8% $64.6

Massachusetts PRIM** -3.0% 30.0% 8.9% 8.6% 9.2% $92.4

Missouri Education Pension Trust -3.0% 28.7% 8.4% 8.9% $53.5

Sacramento County Employees -3.5% 27.7% 8.2% 8.4% 8.4% $11.8

Ohio State Teachers -3.7% 29.2% 8.6% 8.4% 9.2% $87.6

Oklahoma Police Pension -3.9% 28.0% 7.8% 7.2% 7.7% $3.0

Montana Board of Investments -4.4% 28.1% 8.0% 7.8% $13.4

Kern County Employees -4.5% 23.9% 6.8% 6.5% 7.1% $5.1

Kentucky State Police -4.6% $0.5

Kansas Public Employees** -4.7% 26.3% 7.1% 7.4% 8.5% $24.3

San Mateo County Employees -4.7% 24.3% 5.9% 6.0% 7.7% $5.7

Nevada Public Employees** -5.1% 27.3% 9.0% 8.8% 9.2% $54.3

Kentucky Employees (Non-Hazardous) -5.2% $3.0

Seattle City Employees* -5.6% 29.2% 7.7% 7.4% 8.1% $3.6

Kentucky County Employees (Non-Hazardous) -5.9% $7.9

Tulare County Employees -5.9% 23.9% 5.4% 5.9% 6.8% $1.8

Kentucky Employees (Hazardous) -6.0% $0.8

CalPERS -6.1% 21.3% 0.0% 6.7% 7.7% $440.0

Kentucky County Employees (Hazardous) -6.1% $2.7

Ventura County Employees -6.2% 30.3% 7.8% 7.9% 8.5% $7.0

Florida Retirement System -6.3% 29.5% 7.7% 7.7% 8.6% $180.0

Contra Costa County Employees* -6.7% 22.3% 5.1% 5.7% 7.4% $10.1

Louisiana State Employees -7.2% 35.6% 6.6% 6.7% 7.8% $12.4

North Carolina Retirement -7.3% 4.9% 5.7% 6.7% $110.9

Wisconsin Retirement* -7.3% 28.0% 7.5% 7.9% 8.0% $116.5

Philadelphia Public Employees -7.5% 26.7% 6.8% 7.1% 7.3% $6.8

Stanislaus County Employees -7.5% 25.2% 5.5% 5.9% 6.0% $2.5

Vermont Pension -7.7% 24.6% 6.1% 6.4% 6.5% $5.4

Baltimore City Fire & Police -8.0% 29.3% 5.9% 6.4% 7.0% $3.0

Mississippi Public Employees** -8.5% 32.7% 7.9% 8.0% 9.0% $31.2

New York City Retirement -8.7% 25.8% $239.5

Missouri State Employees -9.0% 26.4% 6.6% 6.1%

Idaho Public Employees -9.5% 27.6% 6.1% 7.1% $20.9

Oklahoma Teachers -9.5% 33.0% 6.6% 6.9% 8.7% $19.6

Oklahoma Law Enforcement -10.1% 28.0% 5.7% 6.2% 7.5% $1.1

Oklahoma Fire�ghters -10.2% 31.8% 7.2% 8.2% 9.3% $3.2

Louisiana Municipal Police -10.3% 25.9% 5.1% 5.3% 7.1% $2.4

Arkansas Public Employees -10.5% 31.5% 6.4% 7.0% 8.4% $10.0

Louisiana Fire�ghters -11.1% 25.9% 4.8% 5.1% $2.0

Georgia Teachers -12.8% 29.2% $91.9

Oklahoma Public Employees** -14.5% 28.0% 4.6% 5.7% 7.4% $10.4

has determined “boycott energy 
companies” as part of the enforce-
ment of a 2021 state law restricting
the state’s pension funds and other
state entities from investing in 
companies that divest from fossil
fuels. 

Also in August, the Florida State 
Board of Administration, Tallahas-
see, banned the $180 billion Flori-
da Retirement System from in-
cluding ESG considerations in its 
investment management deci-
sions.

Investment professionals under-
stand that the energy transition not 
only presents risks to their portfoli-
os, but that there is a huge invest-
ment opportunity, said Kirsty Jen-
kinson, investment director of 
sustainable investment and stew-
ardship strategies at CalSTRS, 
during the brie�ng. And she noted 
that despite the political actions, 
Texas is a big producer of U.S. wind 
energy.

In recognition of the risks and 
potential rewards of the coming en-
ergy transition, CalSTRS’ invest-
ment committee further re�ned its 
climate approach to consider re-
duction of greenhouse emissions in 
its investment decisions across its 
entire portfolio and will embed 
these considerations in the asset-li-
ability study CalSTRS is launching
in the fall.

On Aug. 31, the investment com-
mittee voted to reduce greenhouse
gas emissions across its investment 
portfolio by 50% — including within
its alternative investment portfolio
by 50% — by 2030, consistent with
the latest �ndings of the United 
Nations’ Intergovernmental Panel 
on Climate Change. 

CalSTRS is starting with its 
$115.7 billion public equity portfo-
lio because it’s the largest asset
class in its portfolio and it is the 
area with the most data, Mr. Ailman 
said.

Fairly soon, CalSTRS will move 
on to its �xed-income portfolio, 
with alternative investments last
since reporting is “thin” in the pri-
vate markets, Mr. Ailman said. 

This is a step up from CalSTRS’
commitment last summer to 
achieve a net-zero portfolio by 2050 
or sooner. Also on Aug. 31, the com-
mittee adopted a 20% suballocation 
within its public equity portfolio to 
the MSCI ACWI Low Carbon Target
index.

As of June 30, CalSTRS had 
38.4% invested in global stocks, with 
a 43% public equity target. The new 
suballocation would equal a target
of nearly $27 billion invested in the 
low-carbon index strategy. 

As of June 30, CalSTRS had $3.9 
billion invested in the MSCI ACWI 
Low Carbon Target index as part of 
its sustainable investment and 
stewardship strategies public port-
folio. The $3.9 billion investment
represented 44% of the SISS public 
portfolio and approximately 3% of
CalSTRS’ total public equity expo-
sure, according to a staff report. 
Staff will develop an implementa-
tion plan for a future investment
committee meeting.

Additionally, in May 2023, staff 
plans to present to the investment 
committee the results of modeling 
an allocation to a low-carbon
�xed-income index and determine 
an appropriate investment recom-
mendation, according to a staff re-
port to the investment committee. n

CalSTRS
CONTINUED FROM PAGE 2

�scal year ended June 30, real es-
tate and private equity generally
chalked up over 20%, contributing
signi�cantly to any overall fund re-
turn data. For example, the $48.6
billion Arizona State Retirement
System, Phoenix, which ranked 
second on the overall list with a net 
return of 1.1%, reported net returns
of 32.4% and 20.9%, respectively, for 
real estate and private equity.

“It’s a case of June 30 numbers 
for part of your portfolio may just 
not re�ect yet what changes could
come, but that’s in the case of an up
market too,” Mr. Kloepfer said.

The fall in public equity and
public �xed-income markets could 
pose a challenge in rebalancing, 
Thomas Garrett, Seattle-based di-
rector of strategic research at Verus 
Advisory Inc., said in a phone inter-
view.

“It depends on what the mark-
down of private assets ends up be-

ing but I think it’s pretty safe to say
investors are overallocated to pri-
vate assets at this time,” Mr. Garrett 
said. “How you deal with that from a 

rebalancing perspective depends
on a little bit on speci�c policies of 
speci�c clients that deal with that
in different ways. It’s expensive to

divest and rebalance out of private 
assets. You don’t want to take a big
price hit and sell on the secondary 
market.” n

time horizon and needs to be 
measured differently.”

Mr. Lakshminarayanan said they 
do not use external benchmarks for 
their private markets. Their solution
is that the pension fund bench-
marks its private markets invest-
ments and the asset allocations to 
its own past performance “to make
sure that the noise of private 
market benchmarking doesn’t affect
us on a day-to-day basis and lead us 
to bad decisions in rebalancing the 
portfolio.”

IPERS also has separate 
allocations to core-plus �xed 
income, which is benchmarked to
the Bloomberg U.S. Universal Bond 
index, and public credit, which has 
its own custom benchmark of 67% 
Bloomberg U.S. High Yield 2% 
Issuer Capped index and 33% J.P. 
Morgan EMBI Global index.

Mr. Lakshminarayanan said the
distinction helps the pension fund 
avoid the issue of really wanting to 
hire a “high octane credit manager,” 
but having to place it in a portfolio 
with the wrong benchmark.

When the pension fund imple-
mented factor-type portfolios, 
investment staff created a new 
asset class “global smart beta 
equities” with its own custom 
benchmarks and carved out 
traditional domestic and internation-
al equity asset classes.

“We felt these factor premiums
manifest themselves over de-
cades,” Mr. Lakshminarayanan said. 
“It takes 20 years before you can 
realize whether these things can 
add value or not.”

— ROB KOZLOWSKI, WITH 

CONTRIBUTIONS FROM VALERIE GE 

AT ODDS: Richard M. Ennis has found 
some funds underperforming passive 
investment but topping their benchmarks.

Brian Tietz

Source: Pensions & Investments, Sept. 5, 2022
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