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Executive Summary 

→ The ERS Board has constructed the investment portfolio to produce steady, compounding returns over time. 

→ Risk mitigation is critical in order to ensure the long-term sustainability and growth of the ERS. 

→ Within the ERS’s Investment Policy Statement, success is defined as achieving the long-term return that is needed 
in conjunction with actuarially defined contributions to fund the plan over time. 

→ As detailed below, ERS has consistently generated steady, compounded growth since its performance inception.1  

  

 
1 Return Benchmark represents the ERS's actuarial assumption rate, which is 7.0% since July 2016, 7.65% from July 2015 to July 2016, 7.75% July 2011 to July 2015, 8.00% prior to July 2011. 

$0

$2

$4

$6

$8

$10

$12

$14

$16

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026

Since Inception Growth of $1

Total Fund (Net) Return Benchmark

Page 4 of 57 



 
Employees’ Retirement System of the State of Hawaii 

Executive Summary | As of September 30, 2025 

 

 

MEKETA.COM 

Executive Summary (Continued) 

→ When considering risk assumed per unit of return received, ERS steadily outpaces its national peer set. 

Risk-Adjusted Performance1 of Hawaii ERS vs. Median Public Fund 

  
Since 

Inception 30 Yrs 20 Yrs 10 Yrs 5 Yrs 3 Yrs 1 Yr CYTD QTD 

Total Fund 7.6  7.1  6.6  7.8  8.0  6.4  5.7  5.8  2.8  

Risk-Adjusted Peer Median2 8.0  7.3  6.0  6.0  5.1  5.1  5.0  5.0  3.1  

Excess Return (0.4) (0.2) 0.6  1.8  2.9  1.3  0.8  0.8  (0.3) 

 

 
1  Performance shown is net of fees since October 1, 2014, and a mix of net and gross of fees prior to October 1, 2014. Fiscal Year beings on July 1. Inception date is June 1, 1990. 
2 The risk-adjusted median normalizes the median fund to the ERS’s exhibited volatility. Calculated as: risk-adjusted median return = unadjusted median return × (ERS volatility ÷ median fund volatility), where volatility is measured as standard 

deviation. Figures for periods greater than one year are annualized.  
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Portfolio Valuation
Quarter-to-Date Calendar Year-to-Date One Year

Total Fund

   Beginning Market Value 24,425,334,635 23,758,118,053 23,897,164,286

   Net Cash Flows 41,037,578 -170,882,612 -272,628,338

   Gain/Loss 697,106,517 1,576,243,290 1,538,942,782

   Ending Market Value 25,163,478,730 25,163,478,730 25,163,478,730

ERS Total Fund Relative Performance
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Employees' Retirement System of the State of Hawaii

Total Fund | As of September 30, 2025

Total Fund performance consists of net of fees returns. Fiscal year begins on July 1. Inception date is June 1, 1990. Current Market Benchmark composition (effective January 1, 2024) is 70% Broad Growth Benchmark and 30%
Diversifying Strategies Benchmark. Please see the Appendix for current and historical custom benchmark compositions. Return Benchmark represents the ERS's actuarial assumption rate, which is 7.0% since July 2016, 7.65% from
July 2015 to July 2016, 7.75% July 2011 to July 2015, 8.00% prior to July 2011. Peer Benchmark represents the plan sponsor peer group InvMetrics Public DB >$1B Net universe and includes BNY Mellon Total Public Fund >$1B
universe and Investment Metrics client data.
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Asset Allocation vs. Target
As of September 30, 2025

Balance
($)

Current
Allocation

(%)
Policy

(%)
Difference

(%)
Policy Range

(%)

Broad Growth 17,708,166,293 70.4 70.0 0.4 60.0 - 80.0

   Global Equity 9,990,609,318 39.7 39.0 0.7 19.0 - 59.0

   Global Credit 2,982,727,378 11.9 12.0 -0.1 6.0 - 18.0

   Real Assets 4,734,829,598 18.8 19.0 -0.2 9.0 - 29.0

Diversifying Strategies 6,385,130,686 25.4 30.0 -4.6 20.0 - 40.0

   Liquid Defensive/Diversifying 5,513,153,621 21.9 26.0 -4.1 15.0 - 30.0

   Illiquid Diversifying 871,977,065 3.5 4.0 -0.5 0.0 - 9.0

Other 1,070,181,752 4.3 0.0 4.3 0.0 - 0.0

   Other 1,070,181,752 4.3 0.0 4.3 0.0 - 0.0

Total 25,163,478,730 100.0 100.0 0.0

Other
4.3%

Diversifying Strategies
25.4%

Broad Growth
70.4%

Employees' Retirement System of the State of Hawaii

Total Fund | As of September 30, 2025

Policy targets effective January 1, 2024. “Other” includes ERS Operating Account and transitional or residual proceeds from liquidating or terminated accounts.
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Annualized Return vs. Annualized Standard Deviation
3 Years Ending September 30, 2025

Peer Benchmark Total Fund Market Benchmark
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Total Fund 6.4 2.9 0.5

    Market Benchmark 12.0 5.3 1.3

    Peer Benchmark Median 12.4 7.1 1.0

Annualized Return vs. Annualized Standard Deviation
5 Years Ending September 30, 2025

Peer Benchmark Total Fund Market Benchmark
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Total Fund 8.0 4.8 1.0

    Market Benchmark 9.2 5.9 1.0

    Peer Benchmark Median 8.9 8.4 0.7

Employees' Retirement System of the State of Hawaii

Total Fund | As of September 30, 2025

Peer Benchmark represents the plan sponsor peer group InvMetrics Public DB >$1B Net universe and includes BNY Mellon Total Public Fund >$1B universe and Investment Metrics client data.
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Since Inception Growth of $1

Total Fund Market Benchmark Return Benchmark
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Employees' Retirement System of the State of Hawaii

Total Fund | As of September 30, 2025

Inception date is June 1, 1990. Return Benchmark represents the ERS's actuarial assumption rate, which is 7.0% since July 2016, 7.65% from July 2015 to July 2016, 7.75% July 2011 to July 2015, 8.00% prior to July 2011.
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Economic and Market Update 

 
 

 
MEKETA.COM 

Index Returns1 

YTD Q3 

→ There were broad gains across asset classes in the third quarter given the Fed’s rate cut in September with more 
expected, resilient corporate earnings, and ongoing AI enthusiasm. Small cap US stocks led the way particularly 
benefiting from lower rate expectations as well as a resilient US economy and lower valuations relative to large 
cap technology companies. 

→ For the year-to-date through September, international markets experienced the best results with +40% gains in 
China helping emerging market stocks and a weakening US dollar particularly benefiting developed international 
stocks (MSCI EAFE). 
  

 
1 Source: Bloomberg. Data is as of September 30, 2025. 
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Key Trends 

→ According to the International Monetary Fund’s (IMF) October’s World Economic Outlook, the global economy will 
decelerate from 3.2% in 2025 to 3.1% in 2026. The US is expected to modestly accelerate economic growth in 
2026 to 2.1% from 2.0% in 2025. The euro area will slow slightly from 1.2% in 2025 to 1.1% in 2026. China’s 
economy is expected to slow from 4.8% in 2025 to just 4.2% in 2026.  

→ Despite the recent pause in negotiations related to tariffs, many questions remain including how they will ultimately 
impact inflation. Overall, higher tariff levels and continued uncertainty could weigh on growth while increasing 
prices. Inflation levels and potential developments with tariffs combined with a weakening labor market will 
complicate the Fed’s rate cutting path. A lengthy government shutdown and a lack of official economic reports 
could create further complications for the Fed and others to assess the health of the economy. 

→ Some signs of stress have started to emerge on the US consumer, with growing weakness in the jobs market and 
sentiment weakening since the start of the year. Consumers are particularly concerned about losing their jobs and 
the potential for higher prices. Overall, risk to economic growth and to inflation from tariffs, as well as elevated 
borrowing costs, could put further pressure on consumers and lead to an even weaker job market. The recent 
resumption of collecting and reporting delinquent student loans could be a further headwind to consumption. 

→ US equities have fully recovered from substantial losses experienced during the first week of April and have 
reached new highs. A relatively strong second quarter earnings season, renewed AI optimism, and prospects of 
future rate cuts from the Fed all helped drive stocks higher. How earnings track from here, particularly for the large 
AI related companies that make up a significant portion of indexes, will be key going forward.  

→ Trade tensions between the US and China will remain an important focus as well as the overall health of China’s 
economy. With the recent flare up in rhetoric, China has deepened its restrictions on exporting rare earth and 
critical minerals required in the manufacturing of many high-tech items. In response the US threatened across the 
board tariffs up to 100 % on Chinese goods. Upcoming negotiations between the two sides will be important to 
watch. How China manages its slowing economy, and deflationary pressures will also be important. 
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Macro Risk Analytics – Key Takeaways 

→ Though the Federal Reserve cut the Fed Funds Rate in September, inflation levels, potential developments with 
tariffs combined with a weakening labor market will complicate the Fed’s rate cutting path. A lengthy government 
shutdown and a lack of official economic reports could create further complications for the Fed and others to assess 
the health of the economy. The US consumers are concerned about losing their jobs and the potential for higher 
prices. Overall risk to economic growth, inflation from tariffs, elevated borrowing costs, and the recent resumption 
of student loan collections could put further pressure on consumers.  

→ Meketa’s Market Sentiment Indicator remained green (i.e., positive) during Q3. 

→ The Actual Portfolio’s beta (on a 12-month basis relative to the Policy Portfolio) increased in Q3 after reaching 
extremely low levels in Q2. Related, trailing 12-month volatility for the Actual Portfolio and Policy Portfolio remain 
at a relatively widespread. Of note, a new policy benchmark was implemented on 1/1/2024. 
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Valuation Metrics Dashboard  
(current measures relative to history) 
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ERS Portfolio Risk Review 
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Other Market Metrics Dashboard 
(current measures relative to history) 
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ERS Portfolio Risk Review 
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Market Sentiment Indicator (All History)  

-3

-2.5

-2

-1.5

-1

-0.5

0

0.5

1

1.5
Positive 

Neutral 

Negative 

Page 15 of 57 



 
Employees’ Retirement System of the State of Hawaii 

ERS Portfolio Risk Review 
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Market Sentiment Indicator (Last Three Years) 
(As of September 30, 2025) 
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Trailing Performance

Total Fund Market Benchmark
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Employees' Retirement System of the State of Hawaii

Total Fund | As of September 30, 2025

Performance shown is net of fees. Inception date is 6/1/1990. Please see the Appendix for the Market Benchmark's composition history.
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Performance Attribution1 vs. Policy Benchmark 

Quarter ending September 30, 2025 

 
Policy2 Portfolio3 Impact on Return 

 

Allocation (%) Return Allocation (%) Return Weighting Implementation Total4 

Broad Growth 70.0  6.5  71.0  3.1  0.0  (2.4) (2.4) 

Global Equity 39.2  9.6  40.3  4.2  0.0  (2.2) (2.1) 

Global Credit 11.9  2.9  11.7  2.4  0.0  0.0 0.0 

Real Assets 18.9  2.5  19.0  1.2  0.0 (0.2) (0.3) 

Diversifying Strategies 30.0  2.8  24.2  2.1  0.2  (0.2) 0.0 

Liquid Defensive/Diversifying 26.1  2.3  20.7  2.3  0.2  0.0 0.2  

Illiquid Diversifying 3.9  5.9  3.6  1.3  0.0 (0.2) (0.2) 

Other Assets 0.0  1.1  4.8  1.2  (0.2) 0.0  (0.2) 

Total5 100.0  5.5  100.0  2.8  0.0 (2.6) (2.6) 
 

  

 
1 The underlying data points (asset values and net-of-fees returns) for performance attribution calculation are from BNY Mellon. Performance attribution is calculated using average allocation over the period measure and the period’s annualized trailing 

return. Total impacts may not match period excess return (difference between Portfolio Return and Policy Return) due to rounding, rebalancing, and measurement frequencies. Please see “Performance Attribution Glossary” page in the Appendix 
for the definition and formula of the Impact on Return factors. 

2 Policy Allocation and Return columns represent those of each component’s corresponding primary benchmarks (“Historical Benchmarks”) as shown in the other parts of this report and are used in the attribution calculations. For Other Assets, ICE BofA 
3-Month US T-Bills Index is used as benchmark. 

3 Portfolio Allocation column illustrates the average beginning-of-month allocation of each component over the period measured. 
4 Total impacts may not sum to excess return due to rounding, rebalancing, and measurement frequencies. 
5 Policy Return and Portfolio Return values for the “Total” row are those of the Market Benchmark (policy benchmark of the total portfolio) and the Total Fund respectively. Values in the Impact on Return columns for “Total” row are the sums of 

calculated Impact on Return values in each column for Broad Growth, Diversifying Strategies, and Other Assets components. The sum of sub-composites (Global Equity, Global Credit, Real Assets, Liquid Defensive/Diversifying, and Illiquid 
Diversifying) along with Other Assets may not yield the same figure as obsolete sub-composites are excluded and the recalculated composite asset values may not contain the terminated accounts. 
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Performance Attribution1 vs. Policy Benchmarks 

Calendar Year-to-Date ending September 30, 2025 

 
Policy2 Portfolio3 Impact on Return 

 

Allocation (%) Return Allocation (%) Return Weighting Implementation Total 

Broad Growth 70.0  6.5  71.0  3.1  0.0  (2.4) (2.4) 

Global Equity 39.2  9.6  40.3  4.2  0.0  (2.2) (2.1) 

Global Credit 11.9  2.9  11.7  2.4  0.0  0.0 0.0 

Real Assets 18.9  2.5  19.0  1.2  0.0 (0.2) (0.3) 

Diversifying Strategies 30.0  2.8  24.2  2.1  0.2  (0.2) 0.0 

Liquid Defensive/Diversifying 26.1  2.3  20.7  2.3  0.2  0.0 0.2  

Illiquid Diversifying 3.9  5.9  3.6  1.3  0.0 (0.2) (0.2) 

Other Assets 0.0  1.1  4.8  1.2  (0.2) 0.0  (0.2) 

Total4 100.0  7.3  100.0  5.8  (0.0) (1.1) (1.2) 

  

 
1 The underlying data points (asset values and net-of-fees returns) for performance attribution calculation are from BNY Mellon. Performance attribution is calculated using average allocation over the period measure and the period’s annualized trailing 

return. Total impacts may not match period excess return (difference between Portfolio Return and Policy Return) due to rounding, rebalancing, and measurement frequencies. Please see “Performance Attribution Glossary” page in the Appendix 
for the definition and formula of the Impact on Return factors. 

2 Policy Allocation and Return columns represent those of each component’s corresponding primary benchmarks (“Historical Benchmarks”) as shown in the other parts of this report and are used in the attribution calculations. For Other Assets, ICE BofA 
3-Month US T-Bills Index is used as benchmark. Policy Allocation column illustrates the average beginning-of-month target allocation of each component over the period measured; thus, the values may not match any particular set of targets.  

3 Portfolio Allocation column illustrates the average beginning-of-month allocation of each component over the period measured. 
4 Policy Return and Portfolio Return values for the “Total” row are those of the Market Benchmark (policy benchmark of the total portfolio) and the Total Fund respectively. Values in the Impact on Return columns for “Total” row are the sums of 

calculated Impact on Return values in each column for Broad Growth, Diversifying Strategies, and Other Assets components. The sum of sub-composites (Global Equity, Global Credit, Real Assets, Liquid Defensive/Diversifying, and Illiquid 
Diversifying) along with Other Assets may not yield the same figure as obsolete sub-composites are excluded and the recalculated composite asset values may not contain the terminated accounts. 
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Performance Attribution1 vs. Policy Benchmarks 

1-Year ending September 30, 2025 

 
Policy2 Portfolio3 Impact on Return 

 

Allocation (%) Return Allocation (%) Return Weighting Implementation Total 

Broad Growth 70.0  14.6  70.9  8.2  0.0  (4.5) (4.5) 

Global Equity 39.2  16.7  40.2  9.8  0.1  (2.7) (2.7) 

Global Credit 11.9  9.2  11.5  8.9  0.0  0.0 0.0 

Real Assets 18.9  13.3  19.3  4.3  0.0  (1.7) (1.7) 

Diversifying Strategies 30.0  2.1  28.3  (0.3) 0.2  (0.7) (0.5) 

Liquid Defensive/Diversifying 26.1  0.5  24.3  (0.6) 0.2  (0.3) (0.1) 

Illiquid Diversifying 3.9  12.9  4.0  2.1  0.0  (0.4) (0.4) 

Other Assets 0.0  4.4  0.8  4.6  (0.1) 0.0  0.0 

Total4 100.0  10.9  100.0  5.7  0.1  (5.2) (5.1) 

 
  

 
1 The underlying data points (asset values and net-of-fees returns) for performance attribution calculation are from BNY Mellon. Performance attribution is calculated using average allocation over the period measure and the period’s annualized trailing 

return. Total impacts may not match period excess return (difference between Portfolio Return and Policy Return) due to rounding, rebalancing, and measurement frequencies. Please see “Performance Attribution Glossary” page in the Appendix 
for the definition and formula of the Impact on Return factors. 

2 Policy Allocation and Return columns represent those of each component’s corresponding primary benchmarks (“Historical Benchmarks”) as shown in the other parts of this report and are used in the attribution calculations. For Other Assets, ICE BofA 
3-Month US T-Bills Index is used as benchmark. Policy Allocation column illustrates the average beginning-of-month target allocation of each component over the period measured; thus, the values may not match any particular set of targets.  

3 Portfolio Allocation column illustrates the average beginning-of-month allocation of each component over the period measured. 
4 Policy Return and Portfolio Return values for the “Total” row are those of the Market Benchmark (policy benchmark of the total portfolio) and the Total Fund respectively. Values in the Impact on Return columns for “Total” row are the sums of 

calculated Impact on Return values in each column for Broad Growth, Diversifying Strategies, and Other Assets components. The sum of sub-composites (Global Equity, Global Credit, Real Assets, Liquid Defensive/Diversifying, and Illiquid 
Diversifying) along with Other Assets may not yield the same figure as obsolete sub-composites are excluded and the recalculated composite asset values may not contain the terminated accounts. 
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Performance Attribution1 vs. Policy Benchmarks 

3-Year ending September 30, 2025 

 
Policy2 Portfolio3 Impact on Return 

 

Allocation (%) Return Allocation (%) Return Weighting Implementation Total 

Broad Growth 66.9  15.8  67.5  9.3  0.0  (4.4) (4.4) 

Global Equity 39.6  20.9  39.6  12.5  0.0  (3.3) (3.3) 

Global Credit 8.5  11.6  9.2  8.5  0.0 (0.3) (0.3) 

Real Assets 16.0  5.6  16.8  2.4  0.0 (0.5) (0.6) 

Diversifying Strategies 33.1  3.8  29.8  0.0  0.3  (1.1) (0.9) 

Liquid Defensive/Diversifying 28.4  0.6  25.4  (0.9) 0.3  (0.4) 0.0 

Illiquid Diversifying 4.8  14.0  4.4  5.6  0.0 (0.4) (0.4) 

Other Assets 0.0  4.8  2.7  9.3  (0.2) 0.1  (0.1) 

Total4 100.0  12.0  100.0  6.4  0.1  (5.4) (5.3) 

 
  

 
1 The underlying data points (asset values and net-of-fees returns) for performance attribution calculation are from BNY Mellon. Performance attribution is calculated using average allocation over the period measure and the period’s annualized trailing 

return. Total impacts may not match period excess return (difference between Portfolio Return and Policy Return) due to rounding, rebalancing, and measurement frequencies. Please see “Performance Attribution Glossary” page in the Appendix 
for the definition and formula of the Impact on Return factors.  
The current plan structure became effective 01/01/2024. Global Equity, Global Credit, and Liquid Defensive/Diversifying composites were not used in the current form prior to 2024. To calculate performance attribution for the prior periods, 
reconstructed or approximated information is used; this may include but not limited to policy allocation targets reflected in the reconstructed historical benchmarks, the reconstructed historical benchmark returns, and composite asset values as 
reconstituted and recalculated by BNY Mellon. This reconstituted portfolio structure and asset values (and therefore Portfolio Allocation values) may not include all the underlying historical accounts such as those previously terminated. 

2 Policy Allocation and Return columns represent those of each component’s corresponding primary benchmarks (“Historical Benchmarks”) as shown in the other parts of this report and are used in the attribution calculations. For Other Assets, ICE BofA 
3-Month US T-Bills Index is used as benchmark. Policy Allocation column illustrates the average beginning-of-month target allocation of each component over the period measured; thus, the values may not match any particular set of targets.  

3 Portfolio Allocation column illustrates the average beginning-of-month allocation of each component over the period measured. 
4 Policy Return and Portfolio Return values for the “Total” row are those of the Market Benchmark (policy benchmark of the total portfolio) and the Total Fund respectively. Values in the Impact on Return columns for “Total” row are the sums of 

calculated Impact on Return values in each column for Broad Growth, Diversifying Strategies, and Other Assets components. The sum of sub-composites (Global Equity, Global Credit, Real Assets, Liquid Defensive/Diversifying, and Illiquid 
Diversifying) along with Other Assets may not yield the same figure as obsolete sub-composites are excluded and the recalculated composite asset values may not contain the terminated accounts. 
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Employees’ Retirement System of the State of Hawaii 

Performance Attribution | As of September 30, 2025 

 

 

MEKETA.COM 

Performance Attribution1 vs. Policy Benchmarks 

5-Year ending September 30, 2025 

 
Policy2 Portfolio3 Impact on Return 

 

Allocation (%) Return Allocation (%) Return Weighting Implementation Total 

Broad Growth 69.0  11.4  71.6  9.7  0.1  (1.2) (1.2) 

Global Equity 44.5  13.8  49.1  12.7  0.2  (0.6) (0.4) 

Global Credit 8.2  6.6  6.3  7.7  0.1  0.1  0.1  

Real Assets 11.8  9.2  11.2  7.0  0.0  (0.2) (0.2) 

Diversifying Strategies 31.0  3.6  25.6  2.9  0.3  (0.2) 0.1  

Liquid Defensive/Diversifying 31.7  1.9  27.1  2.8  0.3  0.2  0.6  

Illiquid Diversifying 3.8  9.0  2.9  3.3  0.0  (0.2) (0.2) 

Other Assets 0.0  3.0  2.8  4.5  (0.2) 0.0  (0.1) 

Total4 100.0  9.2  100.0  8.0  0.2  (1.4) (1.2) 

 

 
1 The underlying data points (asset values and net-of-fees returns) for performance attribution calculation are from BNY Mellon. Performance attribution is calculated using average allocation over the period measure and the period’s annualized trailing 

return. Total impacts may not match period excess return (difference between Portfolio Return and Policy Return) due to rounding, rebalancing, and measurement frequencies. Please see “Performance Attribution Glossary” page in the Appendix 
for the definition and formula of the Impact on Return factors.  
The current plan structure became effective 01/01/2024. Global Equity, Global Credit, and Liquid Defensive/Diversifying composites were not used in the current form prior to 2024. To calculate performance attribution for the prior periods, 
reconstructed or approximated information is used; this may include but not limited to policy allocation targets reflected in the reconstructed historical benchmarks, the reconstructed historical benchmark returns, and composite asset values as 
reconstituted and recalculated by BNY Mellon. This reconstituted portfolio structure and asset values (and therefore Portfolio Allocation values) may not include all the underlying historical accounts such as those previously terminated. 

2 Policy Allocation and Return columns represent those of each component’s corresponding primary benchmarks (“Historical Benchmarks”) as shown in the other parts of this report and are used in the attribution calculations. For Other Assets, ICE BofA 
3-Month US T-Bills Index is used as benchmark. Policy Allocation column illustrates the average beginning-of-month target allocation of each component over the period measured; thus, the values may not match any particular set of targets. The 
major functional allocation categories of Broad Growth and Diversifying Strategies were adopted starting 07/2020; sum of their corresponding predecessors’ policy allocations are assigned to for this calculation (i.e., Broad Growth [2019] and Real 
Returns as Broad Growth; Crisis Risk Offset and Principal Protection as Diversifying Strategies). 

3 Portfolio Allocation column illustrates the average beginning-of-month allocation of each component over the period measured. 
4 Policy Return and Portfolio Return values for the “Total” row are those of the Market Benchmark (policy benchmark of the total portfolio) and the Total Fund respectively. Values in the Impact on Return columns for “Total” row are the sums of 

calculated Impact on Return values in each column for Broad Growth, Diversifying Strategies, and Other Assets components. The sum of sub-composites (Global Equity, Global Credit, Real Assets, Liquid Defensive/Diversifying, and Illiquid 
Diversifying) along with Other Assets may not yield the same figure as obsolete sub-composites are excluded and the recalculated composite asset values may not contain the terminated accounts. 
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Asset Class Performance Summary

QTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

7 Yrs
(%)

Total Fund 2.8 5.7 6.4 7.1

      Market Benchmark 5.5 10.9 12.0 7.8

   Broad Growth 3.1 8.2 9.3 8.2

      Broad Growth Historical Benchmark 6.5 14.6 15.8 9.2

      Global Equity 4.2 9.8 12.5 10.7

            Global Equity Historical Benchmark 9.6 16.7 20.9 11.4

      Global Credit 2.4 8.9 8.5 7.3

            Global Credit Historical Benchmark 2.9 9.2 11.6 6.7

      Real Assets 1.2 4.3 2.4 6.4

            Real Assets Historical Benchmark 2.5 13.3 5.6 7.1

   Diversifying Strategies 2.1 -0.3 0.0 3.9

      Diversifying Strategies Historical Benchmark 2.8 2.1 3.8 4.1

      Liquid Defensive/Diversifying 2.3 -0.6 -0.9 3.7

            Liquid Defensive Historical Benchmark 2.3 0.5 0.6 3.0

      Illiquid Diversifying 1.3 2.1 5.6 --

            Illiquid Diversifying Historical Benchmark 5.9 12.9 14.0

8.0

9.2

9.7

11.4

12.7

13.8

7.7

6.6

7.0

9.2

2.9

3.6

2.8

1.9

3.3

9.0 --

Employees' Retirement System of the State of Hawaii

Total Fund | As of September 30, 2025

Total Fund performance shown is net of fees.
Relevant valuations may not have been available for all underlying Global Equity, Real Assets, and Diversifying Strategies managers at the time this report was produced; in such cases, most recent available data is used.
Benchmarks for Broad Growth and its underlying components contain lagged  index returns. Please see the Appendix for current and historical custom benchmark compositions.
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Asset Class Performance Summary

Market
Value ($)

% of
Portfolio

QTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

Global Equity 9,990,609,318 100.0 4.2 9.8

    Global Equity Historical Benchmark 9.6 16.7

  Public Equity 5,021,013,665 50.3 4.5 10.9

      MSCI AC World IMI Index (Net) 7.7 16.8

    Active Public Equity 3,591,519,165 35.9 3.3 8.3

        Alliance Bernstein 513,382,741 5.1 1.9 9.0

        BlackRock Alpha Tilt 812,285,787 8.1 8.4 18.4

        Longview 553,036,971 5.5 0.9 -0.2

        Wellington (Mid-Large Cap) 595,164,415 6.0 3.8 18.1

            MSCI AC World Index (Net) 7.6 17.3

        Wasatch 516,195,444 5.2 -6.0 -5.9

        Wellington (Small Cap) 591,667,825 5.9 4.0 8.5

            MSCI ACWI Small Cap (Net) 8.1 12.8

        Hillhouse China A Shares 9,785,982 0.1 18.5 27.0

            MSCI China A Onshore Index (Net) 22.8 20.6

    Passive Public Equity 1,429,494,500 14.3 7.9 17.8

        Legal & General 1,288,772,500 12.9 7.7 17.7

        Parametric Equity Overlay 140,722,000 1.4 -- --

            MSCI AC World Index (Net) 7.6 17.3

  Private Equity 4,969,595,652 49.7 3.9 9.0

        Hamilton Lane 4,512,489,111 45.2 4.1 9.4

        HITIP I Stafford 7,328,106 0.1 31.8 29.9

        HITIP II Stafford 41,484,467 0.4 0.5 1.9

        HITIP III Stafford 57,780,110 0.6 -0.1 7.8

        Other Equity 350,513,858 3.5 1.1 4.7

            Private Equity Historical Benchmark 11.6 15.9

12.5

20.9

19.4

22.5

17.6

19.6

24.6

15.7

23.6

23.1

12.3

15.8

17.4

4.9

9.1

23.9

23.5

  --

23.1

5.6

5.9

11.6

-5.2

-1.6

0.0

17.7

12.7

13.8
11.7

13.3

10.8

10.6

14.6

11.6

11.6

13.5

6.8

13.3

11.4

--

2.2

14.2

13.9

   --
13.5

15.6

15.9

6.0

10.8

-6.8

11.5

14.8

Employees' Retirement System of the State of Hawaii

Global Equity | As of September 30, 2025

Performance shown is net of fees. Please see the Appendix for current and historical custom benchmark compositions.

Page 25 of 57 

 



Asset Class Performance Summary

Market Value
($)

% of
Portfolio

QTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

  Global Credit 2,982,727,378 100.0 2.4 8.9 8.5 7.7

      Global Credit Historical Benchmark 2.9 9.2 11.6 6.6

      Private Credit 1,738,061,726 58.3 2.4 9.2 7.9 8.7

              Private Credit Historical Benchmark 3.1 9.6 11.1 6.7

      Public Credit 1,244,665,652 41.7 2.3 8.4 10.1 7.6

          HPS Credit 1,061,891,556 35.6 2.3 8.6 9.5 7.8

          Parametric Credit Overlay 182,774,096 6.1 -- -- -- --

              Public Credit Historical Benchmark 2.4 8.3 11.6 6.3

Employees' Retirement System of the State of Hawaii

Global Credit | As of September 30, 2025

Performance shown is net of fees. Please see the Appendix for current and historical custom benchmark compositions.
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Asset Class Performance Summary

Market
Value ($)

% of
Portfolio

QTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

  Real Assets 4,734,829,598 100.0 1.2 4.3 2.4 7.0

          Real Assets Historical Benchmark 2.5 13.3 5.6 9.2

      Real Estate 2,165,891,620 45.7 1.0 2.4 -2.4 5.6

          Real Estate Historical Benchmark 3.0 10.8 3.0 8.7

          Core Real Estate 1,102,251,844 23.3 1.0 3.3 -1.2 7.1

              Core Real Estate Historical Benchmark 3.0 10.8 2.8 8.4

          Non-Core Real Estate 1,063,639,776 22.5 0.9 1.4 -3.8 4.0

              Non-Core Real Estate Historical Benchmark 3.0 10.8 3.3 9.1

      Agriculture 422,828,004 8.9 0.7 2.5 2.2 --

          Agriculture Historical Benchmark -5.3 -1.4 0.2 --

      Timber 224,345,952 4.7 0.0 1.7 10.6 7.9

          Timber Historical Benchmark -1.9 -5.7 4.5 5.7

      Infrastructure 1,921,764,022 40.6 1.7 7.2 9.8 11.7

          Infrastructure Historical Benchmark 4.4 24.3 14.8 13.3

          Private Infrastructure 882,918,406 18.6 1.3 10.8 8.9 11.1

              Infrastructure Historical Benchmark 4.4 24.3 14.8 13.3

          Public Infrastructure 370,414,506 7.8 1.8 11.1 -- --

              Morgan Stanley Infrastructure 370,414,506 7.8 1.8 11.1 -- --

                  Dow Jones Brookfield Global Infrastructure 1.7 10.5 -- --

          Other Real Assets 668,431,109 14.1 2.3 2.2 5.7 --

              Morgan Stanley Olomana 666,721,842 14.1 2.3 5.5 6.2 --

              Parametric Real Assets Overlay 1,709,267 0.0 -- -- -- --

                  Infrastructure Historical Benchmark 4.4 24.3 14.8 --

Employees' Retirement System of the State of Hawaii

Real Assets | As of September 30, 2025

Performance shown is net of fees. Both performance and benchmark data for Real Assets component are sourced from BNY Mellon’s time-weighted data. Please see the Appendix for current and historical custom benchmark compositions.
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Asset Class Performance Summary

Market
Value ($)

% of
Portfolio

QTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

  Liquid Defensive/Diversifying 5,513,153,621 100.0 2.3 -0.6 -0.9 2.8

      Liquid Defensive Historical Benchmark 2.3 0.5 0.6 1.9

      Defensive Return Capture 356,472,055 6.5 -2.0 -0.7 -8.3 -6.0

          Saba 168,074,839 3.0 -6.5 -7.5 -11.9 --

          36 South 188,397,216 3.4 2.5 -2.3 -7.6 --

              Defensive Return Capture Benchmark 1.3 3.5 5.6 4.5

      Discretionary Alpha 742,389,253 13.5 3.1 5.7 5.7 5.0

          Aequim Relative Value Arbitrage 263,086,556 4.8 1.1 10.5 10.6 --

          Aristeia Relative Value Arbitrage 243,408,887 4.4 2.1 8.4 5.6 --

          Melqart Relative Value Arbitrage 235,893,810 4.3 6.5 10.5 13.5 --

              Discretionary Alpha Benchmark 1.3 3.5 5.6 4.5

      Intermediate Duration Treasury 2,130,588,527 38.6 1.3 3.4 -- --

          Bank of Hawai'i Intermediate Duration 298,113,661 5.4 1.6 3.8 4.9 0.5

          First Hawaiian Intermediate Duration 182,420,198 3.3 1.3 3.4 4.6 0.3

          SLC Intermediate Duration 1,648,830,642 29.9 1.3 3.7 -- --

          Parametric Intermediate Duration Overlay 1,224,026 0.0 -- -- -- --

              Blmbg. U.S. Treasury: Intermediate 1.3 3.5 4.3 0.3

      Long Duration Treasury 846,405,914 15.4 2.5 -3.1 0.7 -3.9

          SLC Long Treasury 846,405,914 15.4 2.5 -3.1 0.5 -6.4

               Long Treasury Historical Benchmark 2.5 -3.5 0.4 -6.6

      Systematic Trend Following 1,437,297,872 26.1 4.6 -7.5 -8.6 7.0

          Aspect 224,196,456 4.1 6.8 -10.2 -3.3 10.2

          Brevan Howard Disc Global Macro 260,823,173 4.7 0.4 -0.2 -1.5 --

          Broad Reach 178,775,815 3.2 4.4 -9.2 -3.5 --

          Crabel Advanced Trend 208,879,689 3.8 8.6 -7.2 -8.8 3.8

          Mount Lucas 310,697,822 5.6 3.9 -5.0 -10.3 4.7

          Parametric Trend Overlay 253,924,916 4.6 -- -- -- --

              MLM Global Index EV Blend 15V 4.2 -3.0 -6.1 5.3

Employees' Retirement System of the State of Hawaii

Liquid Defensive/Diversifying | As of September 30, 2025

Performance shown is net of fees. Please see the Appendix for current and historical custom benchmark compositions.
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Asset Class Performance Summary

Market
Value ($)

% of
Portfolio

QTD
(%)

1 Yr
(%)

3 Yrs
(%)

5 Yrs
(%)

  Illiquid Diversifying 871,977,065 100.0 1.3 2.1 5.6 3.3

      Illiquid Diversifying Historical Benchmark 5.9 12.9 14.0 9.0

      Idiosyncratic Return Capture 573,701,877 65.8 1.2 0.3 3.5 3.5

          Idiosyncratic Return Capture Historical Benchmark 5.9 12.9 12.2 8.8

      Insurance Linked 298,275,188 34.2 1.6 5.5 8.7 3.5

          Swiss Re Global Catastrophe Bond Index (Hedged) 5.9 12.9 17.4 9.5

Employees' Retirement System of the State of Hawaii

Illiquid Diversifying | As of September 30, 2025

Performance shown is net of fees. Please see the Appendix for current and historical custom benchmark compositions.
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Peer Group Performance Comparison
Trailing Periods Ending September 30, 2025

2.0

5.0

8.0

11.0
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QTD FYTD YTD 1 Yr 3 Yrs 5 Yrs 10 Yrs 20 Yrs 30 Yrs
Since

Inception

Total Fund 2.8 (97) 2.8 (97) 5.8 (99) 5.7 (100) 6.4 (100) 8.0 (84) 7.8 (75) 6.6 (59) 7.1 (83) 7.6 (82)�

Market Benchmark 5.5 (6) 5.5 (6) 7.3 (98) 10.9 (25) 12.0 (60) 9.2 (32) 8.3 (48) 7.0 (34) 7.5 (53) 8.0 (58)p

5th Percentile 5.5 5.5 14.3 12.3 15.4 10.6 9.4 7.6 8.1 12.3

1st Quartile 4.9 4.9 11.9 10.9 13.9 9.4 8.6 7.2 7.9 8.2

Median 4.3 4.3 10.9 9.9 12.4 8.9 8.2 6.8 7.6 8.0

3rd Quartile 3.8 3.8 10.0 9.0 11.2 8.2 7.8 6.4 7.3 7.7

95th Percentile 2.9 2.9 8.1 7.5 9.4 7.4 7.1 5.7 6.5 7.4

Population 108 108 104 103 102 99 94 71 25 12

Employees' Retirement System of the State of Hawaii

Plan Sponsor Peer Group Analysis | As of September 30, 2025

Calculation based on monthly periodicity. Fiscal year begins on July 1. The plan sponsor peer group, InvMetrics Public DB >$1B Net universe, includes BNY Mellon Total Public Fund >$1B universe and Investment Metrics client data.
Parenthesized numbers represent peer group percentile ranking.
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Peer Group Performance Comparison
Calendar Year Returns
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(%)

2016
(%)

2017
(%)

2018
(%)

2019
(%)

2020
(%)

2021
(%)

2022
(%)

2023
(%)

2024
(%)

Total Fund 0.2 (41) 7.6 (50) 15.8 (44) -3.7 (55) 15.5 (78) 10.1 (72) 15.9 (48) -2.6 (3) 6.8 (98) 5.7 (98)��

Market Benchmark 0.2 (43) 7.1 (70) 14.7 (63) -2.0 (23) 12.8 (96) 8.9 (83) 13.2 (76) -7.7 (21) 11.6 (41) 16.1 (1)pr

5th Percentile 2.2 9.5 18.0 0.5 20.8 15.7 21.0 -4.7 14.4 11.7

1st Quartile 1.0 8.3 16.4 -2.3 18.1 13.1 17.2 -8.0 12.6 10.1

Median -0.1 7.6 15.5 -3.5 17.0 11.3 15.7 -10.3 11.3 9.1

3rd Quartile -1.0 7.0 14.1 -4.5 15.6 9.6 13.5 -12.2 9.7 8.2

95th Percentile -2.9 6.0 12.0 -6.6 13.0 6.8 11.2 -15.4 7.9 6.7

Population 174 180 185 174 197 221 212 181 189 179

Employees' Retirement System of the State of Hawaii

Plan Sponsor Peer Group Analysis | As of September 30, 2025

Calculation based on monthly periodicity. The plan sponsor peer group, InvMetrics Public DB >$1B Net universe, includes BNY Mellon Total Public Fund >$1B universe and Investment Metrics client data. Parenthesized numbers represent peer
group percentile ranking.
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Long-Term Performance***

 7.3%         9.3%          9.4%
ITD  10-Yrs 5-Yrs

Consistent delivery of long-term returns

Absolute Returns vs. Benchmarks 

Long-term returns exceeding benchmarks 

Liquidity Management 

 Contributions exceeding distributions

Real Assets Strategic Summary 
June 30, 2025

Market Value

$4.38b   $4.67b 
June 30, 2024  June 30, 2025

$265 million net capital appreciation over the 1-year period

Asset Allocation 

Allocations in line with strategic targets

2Q 2025 1Q 2025 4Q 2024 3Q 2024 Total 

Pd In (84.8) (234.9) (287.2) (119.2) (726.1)

Cap. Dist 134.0 300.1 196.2 33.7 664.0

Net 49.2 65.2 (91.0) (85.5) (62.1)
*Olomana: entire NAV (liquid & illiquid investments) is included in Infrastructure. 
**Reall Assets Overlay: entire NAV (liquid & illiquid investments) is included in Infrastructure. 
***As of 07/01/2023, certain real estate debt funds with ~100% debt (or mostly debt) were reclassified/moved from the Real Assets Composite to the Global 
Credit Composite.  For performance reporting purposes, these were included in the Real Assets composite historically, up to the 07/01/2023 transfer date.
****Effective in First Quarter 2024, ERS changed its real assets benchmark to a blend of public indices. Because ERS' private investments are being compared 
against a blended benchmark of public indices, a significant amount of “tracking error” is expected. This can lead to periods of out-performance or under-
performance over the short or medium term. Focus is on longer-term performance. 
*****The Total Real Assets Benchmark begins in the third quarter of 2013 and is not able to be calculated through the Portfolio’s inception date.

**
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Kathryn Finneran

D’metrius Grier

 Partner in Townsend’s real estate investment consulting group
 Leads consulting assignments for a select number of real estate retainer and project clients
 Has over 20 years of professional experience, including 12 years of institutional real estate experience
 Previously Jeff worked in structured finance for the Debt Capital Markets group at Banc of America Securities
 BBA in Finance from Radford University

 Associate in Townsend’s real estate investment consulting group
 Supports consulting assignments for a select number of real estate retainer and project clients
 Has over 7 years of professional experience, including 5 years of institutional real estate experience
 Previously Kathryn worked for SITE Centers (formerly known as DDR Corp.) with the Corporate and Transactions Legal team
 BA in Political Science from John Carroll University 

 Analyst in Townsend’s real estate investment consulting group
 Supports consulting assignments for a select number of real estate retainer and project clients
 Has over 4 years of professional experience, including 2 years of institutional real estate experience
 Previously, D’metrius  worked for Rocket Mortgage as a Mortgage Loan Originator
 MSM in Finance from the Weatherhead School of Management of Case Western Reserve University
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A. Executive Summary
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Real Assets Markets Performance and Overview

* The Total Real Assets benchmark is defined within the Appendix.

 Effective in First Quarter 2024, ERS changed its real assets benchmark to a blend of public indices. Because ERS' private investments are being compared against a 
blended benchmark of public indices, a significant amount of “tracking error” is expected. This can lead to periods of out-performance or under-performance over 
the short or medium term. Focus is on longer-term performance.

 The Total Real Assets Benchmark generated a 2.7% gross return during the quarter. 

 Across the private real asset benchmarks, performance trended flat to slightly positive during the current quarter. The private real estate benchmark, NFI-ODCE, 
generated a 1.0% gross return with positive performance driven by industrial, retail, and residential assets. NFI generated a 0.3% gross return, with row crops 
outperforming permanent crops. NTI continued to generate positive performance with a one-quarter return of 1.4%.

Current HIERS’ Benchmarks Quarter (%) 1 Year (%) 3 Year (%) 5 Year (%) 10 Year (%)

Portfolio Benchmark TGRS TNET TGRS TNET TGRS TNET TGRS TNET TGRS TNET

Total Real Assets Benchmark* 2.7 13.1 0.4 6.0 6.2

Public Market Benchmarks

FTSE EPRA/NAREIT Global REITS Index 3.0 10.8 4.4 6.9 4.5

Dow Jones Brookfield Global Infrastructure Index 4.4 24.3 7.9 8.7 6.3

S&P Global Timber & Forestry Index -1.7 -5.0 1.7 8.2 5.8

S&P GSCI Agriculture Index -2.9 -4.0 -7.3 9.4 -0.8

Private Market Benchmarks

NFI-ODCE Value Weight 1.0 0.8 3.5 2.7 -5.4 -6.2 3.4 2.5 5.3 4.4

NCREIF Property Index "NPI" 1.2 4.2 -2.8 3.7 5.2

NCREIF Farmland Property Index “NFI” 0.3 -1.2 3.2 4.8 5.6

NCREIF Timberland Property Index “NTI” 1.4 5.3 8.7 8.2 5.5
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Total Real Asset Portfolio Funding Status and Composition

1Return calculations throughout this presentation exclude the Real Assets Overlay Portfolio.
2Olomana: entire NAV (liquid & illiquid investments) is included in Infrastructure. 
3Reall Assets Overlay: entire NAV (liquid & illiquid investments) is included in Infrastructure. 
4Olomana: liquid markets NAV is included in Infrastructure, illiquid markets NAV is included in their respective components of Core Real Estate, Non-Core Real Estate, Timber, Agriculture, Infrastructure. Illiquid investments that don’t fall 
under one of these components is in Infrastructure.

 Recent infrastructure, agriculture, and real estate 
commitments should help the portfolio continue to move 
towards its target allocation irrespective of liquidating 
investments.

 In general, the portfolio is in compliance with its 
Investment Policy Statement.

PORTFOLIO COMPOSITION TO TARGETS (%)
(As of June 30, 2025)2,3

Target (Range) Total Fund Actual Funded Total Fund
Strategic Asset Allocation
Real Estate 9.00 8.61
Core -- 4.48
Non-Core -- 4.13

Timber/Agriculture 3.00 2.63
Timber -- 0.90
Agriculture -- 1.73

Infrastructure 7.00 7.86
Total Real Asset 19.00 (9.00 - 29.00) 19.10

PORTFOLIO COMPOSITION TO TARGETS (%) 
Olomana Disaggregated into Various Components

(As of June 30, 2025)3,4

Target (Range) Total Fund Actual Funded Total Fund
Strategic Asset Allocation
Real Estate 9.00 8.71
Core -- 4.48
Non-Core -- 4.23

Timber/Agriculture 3.00 2.91
Timber -- 0.90
Agriculture -- 2.01

Infrastructure 7.00 7.49
Total Real Assets 19.00 (9.00 - 29.00) 19.10

Portfolio Overview 
As of June 30, 2025 ($ in Millions)

Number of Investments 90
Active Investments 73
Liquidated Investments 17
Number of Active GP Relationships 35
Total Commitments 7,487.2
Unfunded Commitments 1,776.6
Total Paid-In Capital 7,289.6
Total Distributions 4,794.7
Net Asset Value 4,666.3
Gross Asset Value 6,843.8
Total Exposure 6,442.9
DPI 0.7x
TVPI 1.3x
Since Inception IRR1 7.4%
Active and Liquidated
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Private Performance vs. Public Benchmark

 Effective in First Quarter 2024, ERS changed its real assets benchmark to a blend of public indices. Because ERS' private investments are being 
compared against a blended benchmark of public indices, a significant amount of “tracking error” is expected. This can lead to periods of out-
performance or under-performance over the short or medium term. Focus is on longer-term performance.
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Total Real Assets Portfolio Performance Summary

 The Total Real Assets Portfolio outperformed the benchmark over all longer-term standard measurement periods. 

 The Total Real Assets Portfolio has generated a 7.4% net IRR and 1.3x net equity multiple since inception.

Time Weighted Returns (%)
Portfolio Inception 

(4Q93)***

ERS’ Custodian 
Benchmark Inception 

(3Q13)
10 Year 5 Year 3 Year 1 Year YTD Quarter

INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET
Real Assets
Total Real Assets1* 5.8 1.4 7.3 6.1 2.4 6.5 9.0 7.6 4.2 5.0 9.3 7.5 3.2 6.1 9.4 7.6 2.1 0.4 2.5 1.8 1.8 4.6 6.4 5.3 0.6 2.0 2.7 2.1 0.2 0.2 0.5 0.2
Total Real Assets Benchmark** N/A 7.3 6.2 6.0 0.4 13.1 6.2 2.7

Data excludes Real Assets Overlay Portfolio.
*As of 07/01/2023, certain real estate debt funds with ~100% debt (or mostly debt) were reclassified/moved from the Real Assets Composite to the Global Credit Composite.  For performance reporting purposes, these were included 
in the Real Assets composite historically, up to the 07/01/2023 transfer date.
**The Total Real Assets benchmark is defined within the Appendix.
***The Total Real Assets Benchmark, as defined within the Appendix, begins in the third quarter of 2013 and is not able to be calculated through the Portfolio’s inception date.
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HIERS Real Estate Performance Summary

 The Real Estate Portfolio outperformed the benchmark over all longer-term standard measurement periods, excluding the since inception period. Short- to 
medium-term performance relative to the Total Real Estate Benchmark can show meaningful tracking error due to the comparison of a private portfolio against 
a public benchmark.

 The Real Estate Portfolio has generated a 7.3% net IRR and 1.3x net equity multiple since inception.

Data excludes Olomana and Real Assets Overlay Portfolio.
*The Total Real Estate benchmark is defined within the Appendix.
**The inception period for Real Estate benchmarks within BNY’s (ERS’ Custodian) reporting dates back to 7/1/2013. The inception period of the Real Estate benchmarks have been extended to include the Portfolio inception period, 
beginning 10/01/1993.

Time Weighted Returns (%)
Inception (4Q93)

ERS’ Custodian 
Benchmark Inception 

(3Q13)**
10 Year 5 Year 3 Year 1 Year YTD Quarter

INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET
Real Estate

Total Real Estate 6.6 0.5 7.1 5.8 5.1 4.4 9.7 7.9 4.7 3.8 8.6 6.8 3.5 3.8 7.4 5.7 2.4 -4.9 -2.6 -3.1 1.9 0.1 2.0 1.1 0.9 0.7 1.6 1.3 0.4 0.5 1.0 0.7

Total Real Estate Benchmark* 8.2 6.5 5.4 4.5 -3.5 10.8 4.7 3.0
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HIERS Infrastructure Performance Summary

 The Infrastructure Portfolio has outperformed its benchmark over all longer-term standard measurement periods. Short- to medium-term performance relative 
to the Total Infrastructure Benchmark can show meaningful tracking error due to the comparison of a private portfolio against a public benchmark. 

 The Infrastructure Portfolio has generated an 11.6% net IRR and 1.2x net equity multiple since inception.

Data excludes Olomana and Real Assets Overlay Portfolio.
*The Listed Infrastructure Portfolio TWRs may differ from external reporting for ERS.  Actual inception for the portfolio was intra-quarter (February 2024) and February/March 2024 performance was not captured in the TWR 
calculation (starting 2Q24). 
**The Total Infrastructure benchmark is defined within the Appendix.
***Per the Manager, the Listed Infrastructure Portfolio’s recent performance submission is under review and subject to change.

Time Weighted Returns (%)***
Inception (3Q15) 10 Year 5 Year 3 Year 1 Year YTD Quarter

INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET
Infrastructure

Total Infrastructure* 4.2 13.2 18.3 13.9 4.2 13.2 18.3 13.9 5.1 9.9 15.5 12.6 3.1 8.6 11.9 10.1 2.5 12.8 15.6 13.6 0.3 4.1 4.3 3.3 0.0 0.0 0.0 -0.3
Total Infrastructure Benchmark** 8.4 8.4 11.2 11.0 24.3 12.2 4.4
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HIERS Timber Performance Summary

 The portfolio has outperformed the benchmark over all standard measurement periods. Short- to medium-term performance relative to the Total Timber 
Benchmark can show meaningful tracking error due to the comparison of a private portfolio against a public benchmark.  

 The Timber Portfolio has generated an 8.2% net IRR and 3.1x net equity multiple since inception.

Data excludes Olomana and Real Assets Overlay Portfolio.
*The Total Timberland benchmark is defined within the Appendix.

Time Weighted Returns (%)
Inception (4Q99) 10 Year 5 Year 3 Year 1 Year YTD Quarter

INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET
Timberland

Total Timberland 1.2 8.2 9.5 8.5 2.0 4.5 6.5 5.5 2.6 6.1 8.8 7.6 2.7 8.2 11.1 9.7 2.8 0.0 2.8 0.6 1.4 0.0 1.4 -0.1 0.5 0.0 0.5 -0.3

Total Timberland Benchmark* 5.8 3.8 4.8 3.1 -5.0 -3.4 -1.7
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HIERS Agriculture Performance Summary

 The portfolio has tracked or outperformed its benchmark over all standard measurement periods. Short- to medium-term performance relative to the Total 
Timber Benchmark can show meaningful tracking error due to the comparison of a private portfolio against a public benchmark. 

 The Agriculture Portfolio has generated a 2.7% net IRR and 1.1x net equity multiple since inception.

Data excludes Olomana and Real Assets Overlay Portfolio. 
*The Total Agriculture benchmark is defined within the Appendix. 

Time Weighted Returns (%)
Inception (4Q21) 3 Year 1 Year YTD Quarter

INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET
Agriculture

Total Agriculture 2.3 3.5 5.8 4.6 2.1 2.0 4.0 2.8 1.8 2.1 3.9 2.5 0.8 0.8 1.6 1.1 0.5 0.2 0.7 0.7
Total Agriculture Benchmark* 0.9 -1.5 -4.0 -1.9 -2.9
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HIERS Olomana Performance Summary

 The Olomana Portfolio outperformed the Olomana Aggregate Benchmark over the since inception period. Short- to medium-term performance relative to the 
Total Real Assets Benchmark can show meaningful tracking error due to the comparison of a private portfolio against a public benchmark. 

 The Olomana Portfolio has generated a 3.1% net IRR and 1.1x net equity multiple since inception.

*Olomana Aggregate Benchmark (as of 06/30/25) is used by Olomana Manager for reporting purposes.  The components/weights are dynamic to match the evolution of actual Olomana construct. The Olomana Aggregate Benchmark 
consists of 11.7% (MSCI World Defensive), 5.9% (DJ Brookfield North America Infrastructure), 5.9% (FTSE EPRA/NAREIT Developed Real Estate), 23.5% (Bloomberg 1-5Y TIPS), 11.8% (Bloomberg Commodity), 29.7% (NCREIF Property 
Index), 5.5% (NCREIF Property Index), 6.2% (50% NCREIF Farmland / 50% NCREIF Timberland). 
**The Total Real Assets benchmark is defined within the Appendix.

Time Weighted Returns (%) Inception (2Q22) 3 Year 1 Year YTD Quarter
INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET

Olomana
Total Olomana 0.0 3.2 3.2 3.1 0.0 6.7 6.7 6.6 0.0 7.6 7.6 7.9 0.0 3.8 3.8 3.8 0.0 -0.2 -0.2 -0.2
Olomana: Aggregate Benchmark* 0.3 4.2 6.5 4.0 0.3
Total Real Assets Benchmark** 1.5 0.4 13.1 12.9 2.7
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B. Market Overview
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Global Economic Conditions
Growth Outlook Remains Positive

Source: Bloomberg (August 2025).

GDP Growth Remains Positive
Real GDP Forecasts

Inflation Forecasted to Slightly Increase in U.S. Due to Tariff Impact
Consumer Price Index

Fed Forecasts Indicating Decline in Rates
U.S. Fed Funds Futures

Unemployment Rates Remain Low
Regional Unemployment Rate

Real GDP Forecasts (YoY%)
Major Regions 2024 2025 2026 2027
North America 2.6 1.5 1.7 2.0
European Union 1.0 1.3 1.4 1.7
Asia Pacific 4.5 3.8 3.8 3.8

Selected Markets 2024 2025 2026 2027
United States 1.6 1.4 1.3 1.9
United Kingdom 1.1 1.2 1.1 1.5
Germany -0.5 0.3 1.0 1.6
China 5.0 4.8 4.2 4.0
Japan 0.1 1.0 0.8 0.8
Australia 1.1 1.6 2.2 2.5
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Global Real Estate Market Conditions
Valuations Nearing Bottom

Source: MSCI Real Assets (August 2025). NCREIF, INREV Global Real Estate Fund Index (GREFI) (First Quarter 2025), Townsend Group (August 2025). 

Transaction Volume Remains Low Due to Higher Interest Rates
Global Real Estate Transaction Volume

Minimal Cap Rate Expansion Driving Positive YTD Performance
Global Return Performance

Real Estate Valuations
Regional/Sector Going-In Yields
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US Real Estate Market Conditions
Supply Declining and Growth Forecasts Improving

Source: NCREIF, Federal Reserve Bank of St. Louis (June 2025), Green Street (August 2025).

Spreads Remain Narrow Between Private Real Estate Valuations & 10yr Treasury
NPI Current Value Cap Rate Versus 10yr Treasury

Vacancy Remains Elevated In Office
Sector Vacancy Rates

Supply Growth Forecasted to Moderate Across Most Property Types
Annual Completions as % of Existing Stock

NOI Growth Improving For Apartment With Supply Decline
Sector NOI Growth Forecasts
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US Debt Financing
Current State of Real Estate Financing Costs

Source: Federal Reserve Bank of St. Louis (June 2025), Chatham Financial (Second Quarter 2025). 

BBB Corporate Bond Yields Peaked in Late 2023
ICE BofA BBB US Corporate Index Effective Yield

Spreads Have Declined But Remain High for Office 
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Infrastructure – Second Quarter 2025 Market Update
General 

 In 2Q 2025, Infrastructure managers completed 397 deals for an aggregate deal value of $77.7 billion 
($563.3M/deal) compared to 453 deals totaling $72.8 billion ($431.0M/deal) in 2Q 2024. Europe and North 
America led the industry in deal volume, accounting for 38.0% and 28.6% of total deals, respectively, 
followed by APAC which accounted for 18.4% of total deals completed in 2Q.

Opportunities
 Mid-market core+ and value-add infrastructure strategies continue to offer good value relative to large 

cap; platform investing is attractive as well.

 Investors should focus on sectors benefitting from strong macro tailwinds, including:

 Developing or re-positioning power generation assets to support load growth driven by data center 
build-out and electrification, and 

 Developing new data centers and providing fiber connectivity to homes and businesses as data 
consumption and storage continues to grow at high rates.

 Build-to-core greenfield strategies particularly in the social / PPP infrastructure space offer a premium for 
investors willing to take on construction / development risk.

Fundraising 

 Year to date, approximately $142.3 billion of capital was raised by 86 funds compared to $131.2 billion of 
capital raised by 135 funds in 2024. Previously, 2023 realized the lowest capital raised since 2015.  
Infrastructure funds are staying in market longer. Funds in market are reporting the longest timelines to 
conclude fundraising in the past two decades, averaging 2.6 years to reach final close.

 Global Infrastructure Partners V was the largest fund closed in 2025, closing on $25.2 billion.

 To date, there are an estimated 676 funds in the market seeking roughly $561.0 billion.

 The largest funds in market, AI Infrastructure Partnership and ANREN Fund, each had target fund sizes 
of $30.0 billion and $100.0 billion, respectively.

 The ten largest funds are each seeking $7.5 billion or more of LP commitments, amounting to $224.4 
billion in capital.

 Continuing concerns surrounding the relative availability and pricing of assets remain. Despite slowdowns, 
fundraising remains competitive given the number of funds and aggregate target fundraising level sought 
in the market. Investor appetite for the asset class remains strong despite high levels of dry powder and 
increased investment activity from strategic and corporate buyers as well as institutional investors.

Sources: Preqin, Townsend
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Farmland – Second Quarter 2025 Market Update
FARMLAND MARKETS

Farmland markets remained in a recalibration phase, with values generally 
flat to slightly lower in core U.S. row-crop regions, while select specialty 
and citrus markets showed resilience.

Net farm income is forecast to rebound sharply in 2025 driven by livestock 
strength, citrus recovery, and cost normalization, supporting buyer 
sentiment even as capital values tread water.

Row crops continued to provide stability with in-place cash leases, while 
permanent crops—particularly almonds and wine grapes—faced 
ongoing headwinds from large inventories and shifting consumption 
trends. 

Citrus markets were mixed: Florida benefited from insurance indemnities, 
while California mandarins and premium varieties achieved strong 
yields and brand-driven pricing power. 

Institutional transaction activity was selective, with a focus on row crops 
and specialty citrus, while permanent crop trading remained muted due 
to valuation uncertainty.

Tariff pressures persisted, with China maintaining retaliatory tariffs on U.S. 
nuts and select row crops; however, significant impacts yet to 
materialize despite declines in soybean/pistachio export volumes. 

Looking ahead, farmland markets face a balance of risks and supports: 
tighter credit and tariff/trade uncertainty weigh on near-term values, 
while strong net farm income, selective specialty crop performance, and 
growing investor focus on natural capital overlays provide medium-
term tailwinds. 20

Second Quarter 2025

Sources by Figure: (1) Macrobond Aug 2025; Nuveen; Figure (2) USDA FAS Global Ag Trade System, USDA ERS; Nuveen

FIG 1: Year-to-Date Commodity Indices 2Q 2025Indices 
Monthly % Change

FIG 2: Tariff Impacts – Share of U.S. Commodity Exports to China 
(2023/2024) (left) & Change YTD of Export Volume vs. Prior Year (right)



Farmland – Second Quarter 2025 Performance Update
NCREIF FARMLAND INDEX COMMENTARY 2Q25

Performance for 2Q25 reflected farmland’s continued reliance on 
income to offset valuation weakness. According to the NCREIF 
Farmland Property Index (“NFI”), total return was 0.3%, comprised 
of +0.6% income and –0.3% appreciation. 

Row crops delivered a 1.0% return for the quarter, with 0.7% income 
and 0.3% appreciation. On a trailing one-year basis, row crops 
returned 3.7%, though momentum is slowing amid commodity and 
cost pressures.  

Permanent crops declined –0.7% in 2Q25, as –1.1% appreciation 
outweighed modest 0.4% income. For the trailing year, returns 
remained deeply negative at –8.0%, driven by weak pricing, 
elevated operating costs, and structural risks such as water. 

The divergence between crop types persisted.

• Tree nuts (–1.3% in 2Q25; –11.0% TTM) and grapes (–1.3% in 2Q25; –
9.4% TTM) continue to anchor permanent cropland 
underperformance.

• Row crop staples such as corn/soybeans (+0.8% in 2Q25; +1.8% TTM) 
and wheat (+2.7% in 2Q25; +12.2% TTM) provided relative stability 
and upside.

• Select specialty permanent crops resisted the trend, as blueberries 
(+6.4% in 2Q25), oranges (+6.4%), and berries (+4.9%) highlighted the 
importance of crop-specific exposure along with diversification. 

Regional performance was mixed. The Southeast (+4.1%) and Lake 
States (+2.2%) led results on strong appreciation, while the Pacific 
West (–0.7%), Pacific NW (-0.7%), and Corn Belt (+0.3%) lagged as 
valuation softness persisted
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Second Quarter 2025

Source: NCREIF
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Second Quarter 2025

Source: NCREIF; Permanent Crop Types included in chart above (bottom left) account for approximately 80% of the NFI Perm sub-index by market value as of June 30, 2025. 

NCREIF FARMLAND INDEX 2Q25
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Timberland – Second Quarter 2025 Market Update
TIMBERLAND MARKETS

Global market conditions stayed uneven in 2Q25: pulp prices softened with 
elevated inventories, and solid wood markets were weighed down by 
weaker housing demand and ongoing tariff and trade policy uncertainty.

In the U.S. South, pine sawtimber (+4.2% QoQ) and chip-n-saw (+5.9%) gained; 
pine pulpwood (–12.5%) and hardwood pulpwood (–1.6%) declined, 
reflecting mill closures and high inventories.

In the PNW, Doug-fir fell –6.7% (+11.9% YoY) and Whitewoods were flat QoQ 
(+6.6% YoY). Domestic mill demand provided stability, but Chinese log 
imports dropped 11% YoY, leaving export markets under pressure.

Hardwood regions remained soft, with pulp markets challenged and species 
pricing mixed: red oak down but maple holding gains; mill closures added 
pressure. 

Latin America delivered mixed results: Brazil eucalyptus stumpage surged 
(+10%) while charcoal fell; Chile’s pulpwood rose (+5.7%) but Uruguay 
markets slipped modestly.

Transaction activity was subdued across managers, with selective buyers 
emphasizing harvest optionality, carbon and ESG overlays, and resilience to 
tariffs and housing cycles. 

Tariff negotiations and trade frictions remained a headwind, particularly for 
hardwood exports and PNW softwood logs, where uncertainty over U.S.–
China duties has limited volumes and pressured delivered log pricing.
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Sources by Figure: (1) Forest Economic Advisors 2Q 2025, RMS; (2) TimberMart South 2Q 2025; BTG

FIGURE 1: U.S. Housing Starts, SAAR (millions)

FIGURE 2: U.S. South Pine Chip-n-Saw and Sawtimber Prices
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Timberland – Second Quarter 2025 Performance Update
NCREIF TIMBERLAND INDEX COMMENTARY 2Q25

Performance for 2Q25 reflected continued positive momentum, led by capital appreciation. According to the NCREIF Timberland Property Index (NTI), total return for the quarter 
was 1.44%, comprised of 0.39% income return and 1.04% appreciation. This marks the fourth consecutive positive quarter, with appreciation doing most of the lifting. On a 
trailing one-year basis, total return for the index stood at 5.3%, including ~1.7% income and ~3.6% appreciation, broadly in line with long-term averages.

The South posted a 0.9% return for the quarter, with modest income and appreciation gains. On a trailing one-year basis, the South delivered a 5.7% return, supported by resilient 
mill demand and consistent biological growth, though recent pine pulpwood weakness remains a headwind.

The Pacific Northwest generated a 0.8% quarterly return, and 6.5% return over the trailing year, driven primarily by appreciation linked to modest domestic log price gains. 
However, export market weakness—notably soft demand from China—continues to cap upside potential.

The Northeast underperformed once again, with returns pressured by weak low-grade hardwood and pulpwood markets, consistent with the trend observed in prior quarters, 
while the Lake States recorded a 2.4% return during the quarter, and a 5.2% return over the trailing year, benefiting from stable income, biological growth, and limited pricing 
volatility relative to coastal regions.

Second Quarter 2025

Sources: NCREIF 24
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Second Quarter 2025

Sources: NCREIF

NCREIF TIMBERLAND INDEX 2Q25
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C. Real Estate Portfolio
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Real Estate Portfolio Funding Status and Composition

Portfolio Overview 
As of June 30, 2025 ($ in Millions)

Number of Investments 69
Active Investments 52
Liquidated Investments 17
Number of Active GP Relationships 23
Total Commitments 4,379.7
Unfunded Commitments 1,100.4
Total Paid-In Capital 4,297.5
Total Distributions 3,703.3
Net Asset Value 2,102.6
Gross Asset Value 3,783.2
Total Exposure 3,203.0
DPI 0.6x
TVPI 1.3x
Since Inception IRR 7.3%

Portfolio Composition To Targets
As of June 30, 2025

Target Unfunded Commitments + Funded (NAV) Funded (NAV)

Core N/A 4.6 4.5

Non-Core N/A 8.6 4.1

Total  Real Estate 9.0 13.1 8.6

Leverage 50.0 N/A 39.6

Equity Funds
100.0%

Structure Diversification
 (As of June 30, 2025)

Core
52.0%

Value Added
20.7%

Opportunistic
27.3%

Style Diversification by Net Asset Value
 (As of June 30, 2025)



28

Core Real Estate Portfolio Funding Status & Returns

*The Total Core Real Estate benchmark is defined within the Appendix.

Funding Status ($) Investment
Vintage Year

Commitment
Amount

Funded
Amount

Unfunded
Commitments

Capital
Returned

Market
Value

Market
Value (%)

Market Value
+ Unfunded

Commitments (%)
LTV (%)

Core
Core 1993 1,039,310,283 1,560,359,161 19,691,571 1,100,217,823 1,093,962,140 52.0 34.8 32.3

Time Weighted Returns (%)
Quarter 1 Year 3 Year 5 Year 10 Year Inception TWR 

Calculation
Inception

Net
IRR DPI Equity

MultipleINC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET TGRS TNET

Core
Core 1.2 -0.3 0.8 0.7 4.8 -1.2 3.5 2.9 4.8 -6.9 -2.3 -2.2 5.1 2.9 8.1 7.3 5.3 2.5 7.9 7.2 6.6 5.8 4Q93 7.2 0.7 1.4

Total Core Real Estate Benchmark* 3.0 10.8 -3.7 4.2 5.3 8.1 4Q93
FTSE EPRA/NAREIT Global REITS Index 3.0 10.8 4.4 6.9 4.5
NFI-ODCE Value Weight 1.0 0.0 1.0 0.8 4.1 -0.6 3.5 2.7 3.8 -9.0 -5.4 -6.2 3.8 -0.4 3.4 2.5 4.1 1.2 5.3 4.4 7.8 6.8 4Q93

Notes
Traditional performance measurement time weighted returns are depicted for the core portfolio as core real estate portfolios use of time weighted returns is a commonly accepted practice. 
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Non-Core Real Estate Portfolio Funding Status & Returns

Notes
While time-weighted returns are commonly used as a standard measure of performance in traditional asset classes and core real estate portfolios, time-weighted returns ignores both the timing and magnitude of cash flows into 
and out of the portfolio. Hence, the Internal Rate of Return (“IRR”) is a better and more common measure of Non-Core real estate performance.
 

Funding Status ($) Investment
Vintage Year

Commitment
Amount

Funded
Amount

Unfunded
Commitments

Capital
Returned

Market
Value

Market
Value (%)

Market Value
+ Unfunded

Commitments 
(%)

LTV (%)

Non-Core
Value Added 2007 835,000,000 652,003,685 223,283,392 284,035,559 435,347,430 20.7 20.6 53.9
Opportunistic 2010 1,595,466,821 809,938,811 857,457,917 431,700,530 573,287,691 27.3 44.7 53.2

Non-Core 2007 2,430,466,821 1,461,942,496 1,080,741,309 715,736,089 1,008,635,121 48.0 65.2 53.5

Total Private Real Estate (Ex-Olomana) 2015 3,400,466,821 3,022,301,657 1,100,432,880 1,815,953,912 2,102,597,261 100.0 100.0 44.4

Time Weighted Returns (%)
Quarter 1 Year 3 Year 5 Year 10 Year Inception TWR 

Calculation
Inception

Net
IRR DPI Equity

MultipleINC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET TGRS TNET

Non-Core
Value Added 0.1 1.8 1.9 1.6 0.1 -0.5 -0.4 -1.3 0.3 -5.7 -5.4 -6.5 2.4 2.4 4.8 2.5 4.4 3.2 7.7 5.3 9.1 6.3 4Q07 7.0 0.4 1.2
Opportunistic -0.8 1.2 0.5 -0.1 -2.3 3.1 0.7 -0.6 -0.8 0.0 -0.9 -1.9 1.1 6.8 8.0 5.3 5.6 8.1 14.0 9.2 22.2 15.3 3Q10 9.5 0.5 1.3

Total Non-Core Real Estate Benchmark* 3.0 10.8 -3.2 4.9 6.0 5.8 4Q07

Total Private Real Estate (Ex-Olomana) 0.4 0.5 1.0 0.7 1.9 0.1 2.0 1.1 2.4 -4.9 -2.6 -3.1 3.5 3.8 7.4 5.7 4.7 3.8 8.6 6.8 7.1 5.8 4Q93 7.3 0.6 1.3

Total Real Estate Benchmark* 3.0 10.8 -3.5 4.5 5.4 8.2 4Q93
FTSE EPRA/NAREIT Global REITS Index 3.0 10.8 4.4 6.9 4.5
NFI-ODCE Value Weight +100 BPS 1.3 1.1 4.6 3.7 -4.5 -5.3 4.5 3.6 6.4 5.5 8.9 7.9 4Q93

*The Total Non-Core Real Estate benchmark and Total Real Estate benchmark are defined within the Appendix.
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Real Estate Diversification vs. FTSE EPRA/NAREIT Global REITs Index 

*For HIERS' portfolio, Healthcare includes Healthcare, Medical Office, Life Science, and Senior Housing. As industry standards for property type classifications are changing, some managers have classified Life Science assets in Other as 
opposed to Healthcare.
**The FTSE  EPRA/NAREIT Global REITs Index classifies Apartments as a part of a broader "Residential" property type. Additionally, Health Care includes Health Care, Life Science, and Senior Housing. As industry standards for property 
type classifications are changing, some managers have classified Life Science assets in Other as opposed to Healthcare.
***Geographic exposures less than 1% have been excluded for formatting purposes.
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Real Estate Diversification vs. NFI-ODCE

Effective in early 2020, NCREIF changed its methodology in reporting diversification from net real estate assets to gross real estate assets for the NFI-ODCE.
Other Property Types are comprised of self storage (7.3%), student housing (2.4%), senior housing (3.9%), data centers (1.9%), health care (0.8%), entertainment (0.1%), for sale residential (0.2%), parking (0.0%), and land (0.5%), 
along with non-traditional property types (3.8%).
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Real Estate Portfolio Diversification

*The 1993 vintage year is composed solely of a Separate Account Portfolio which includes investments that span other vintage years.  The 1993 labeling indicates the start of the partnership.
**The 2022 vintage year’s relative size can be attributed to anchor commitments in two open-end vehicles, aimed at establishing Core commingled fund exposure within the portfolio.  These commitments will have sustained 
exposure over time.
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Vintage Year Diversification by Net Asset Value 
(As of June 30, 2025)
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D. Infrastructure Portfolio
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Total Infrastructure Portfolio - Funding Status and Composition

Calculations include the Private Infrastructure Portfolio, Olomana, Parametric Real Assets Overlay Portfolio, and Morgan Stanley Passive Listed Infrastructure Portfolio.
1Excludes Parametric Real Assets Overlay Portfolio.

Portfolio Overview 
As of June 30, 2025

$ in Millions

Number of Investments 17
Active Investments 17
Liquidated Investments 0
Number of Active GP Relationships 12
Total Commitments 2,577.4
Unfunded Commitments 676.2
Total Paid-In Capital 2,453.6
Total Distributions 902.1
Net Asset Value 1,920.8
Total Exposure 2,597.0
DPI 0.4x
TVPI 1.2x
Since Inception IRR1 8.0%

PORTFOLIO COMPOSITION TO TARGETS (%)
As of June 30, 2025

Unfunded Commitments    
+ Funded (NAV) Funded (NAV)

Infrastructure 10.6 7.9

Leverage N/A 17.5

Non-Core Real 
Estate, 3.5%

Core 
Infrastructure, 

34.1%

Non-Core 
Infrastructure, 

24.7%

Agriculture, 3.9%

Liquid 
Alternatives, 

33.8%

Infrastructure Portfolio Sector Diversification
(As of June 30, 2025)

Core , 34.1%

Non-Core, 
65.9%

Structure Diversification
(As of June 30, 2025)
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Private Infrastructure Portfolio (ex-Olomana) - Funding Status and 
Composition

Excludes Olomana, Passive Listed Infrastructure Portfolio, and Real Assets Overlay Portfolio.

Portfolio Overview
As of  June 30, 2025

$ in Millions

Number of Investments 14
Active Investments 14
Liquidated Investments 0
Number of Active GP Relationships 9
Total Commitments 1,311.7
Unfunded Commitments 518.4
Total Paid-In Capital 865.3
Total Distributions 180.3
Net Asset Value 912.7
Gross Asset Value 1,409.6
Total Exposure 1,431.1
DPI 0.2x
TVPI 1.3x
Since Inception IRR 11.1%

PORTFOLIO COMPOSITION TO TARGETS (%)
As of June 30, 2025

Unfunded Commitments    
+ Funded (NAV) Funded (NAV)

Infrastructure 5.9 3.7

Leverage N/A 35.3

Energy, 
33.3%

Utilities, 
13.2%

Transportation
, 24.4%

Communication, 
21.3%

Social, 2.1%
Other, 5.7%

Industry Diversification by Value 
(As of June 30, 2025)
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South America, 
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Geographic Diversification by Value 
(As of June 30, 2025)

Core, 68.6%

Non-Core, 
31.4%

Structure Diversification by NAV 
(As of June 30, 2025)
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Private Infrastructure (ex-Olomana) Diversification vs. Public Benchmark

Excludes Olomana, Morgan Stanley Passive Listed Infrastructure Portfolio, and Parametric Real Assets Overlay Portfolio.
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Private Infrastructure (ex-Olomana) Funding Status 

Excludes Olomana, Passive Listed Infrastructure Portfolio, and Real Assets Overlay Portfolio. 
*The Total Infrastructure benchmark is defined within the Appendix. 

Funding Status ($) Investment
Vintage Year

Commitment
Amount

Funded
Amount

Unfunded
Commitments

Capital
Returned

Market
Value

Market
Value (%)

Market Value
+ Unfunded

Commitments (%)

LTV 
(%)

Private Infrastructure
Core Infrastructure 2022 550,000,000 533,554,598 45,000,000 30,894,365 626,403,343 68.6 46.9 34.2

Non-Core Infrastructure 2015 761,650,000 331,726,983 473,433,113 149,388,695 286,264,294 31.4 53.1 37.3

Total Private Infrastructure 2015 1,311,650,000 865,281,581 518,433,113 180,283,060 912,667,637 100.0 100.0 35.3

Time Weighted Returns (%)
Quarter 1 Year 3 Year 5 Year 10 Year Inception TWR 

Calculation
Inception

Net
IRR DPI Equity

MultipleINC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET TGRS TNET

Private Infrastructure
Core Infrastructure -0.2 2.1 1.9 1.6 5.5 10.1 16.0 14.1 4.0 6.7 10.9 9.7 10.7 9.5 2Q22 9.8 0.1 1.2

Non-Core Infrastructure 0.4 1.3 1.7 1.0 1.7 12.4 14.2 8.4 3.4 10.2 13.9 8.8 5.2 11.1 16.8 11.8 4.3 13.8 18.9 13.5 18.9 13.5 3Q15 12.6 0.5 1.3

Total Private Infrastructure 0.0 1.8 1.8 1.4 4.3 10.8 15.4 12.3 3.8 7.7 11.8 9.4 5.5 9.4 15.4 12.2 4.4 13.0 18.2 13.7 18.2 13.7 3Q15 11.1 0.2 1.3

Total Infrastructure Blended Benchmark* 4.4 24.3 11.0 11.2 8.4 8.4 3Q15
Dow Jones Brookfield Global Infrastructure Index 4.4 24.3 7.9 8.7 6.3 6.3 3Q15
CPI + 400 BPS 1.6 6.8 7.0 8.8 7.2 7.2 3Q15
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Olomana Infrastructure Portfolio - Funding Status and Composition

*Represented by the GP responsible for the management of Olomana, in this case, Morgan Stanley.
**Total Private Commitments represent private market commitments made by Olomana. A total of $600.1 million was funded to Olomana between ERS and MSIM. ERS funded Olomana with $598.6 million ($433.6 million in TIPS 
and $165.0 million in cash), and MSIM funded $1.5 million in cash. The MSIM share of the investment is included in the committed value, as the accrued incentive for the manager.

Portfolio Overview
As of June 30, 2025

$ in Millions

Number of Investments 1
Active Investments 1
Liquidated Investments 0
Number of Active GP Relationships* 1
Total Initially Funded to Olomana** 600.1
Total Private Commitments** 600.1
Unfunded Commitments 157.8
Total Paid-In Capital 922.6
Total Distributions 310.1
Net Asset Value 676.1
Gross Asset Value 676.1
Total Exposure 833.9
DPI 0.3x
TVPI 1.1x
Since Inception IRR 3.1%

PORTFOLIO COMPOSITION TO TARGETS (%)
As of June 30, 2025

Target
Unfunded Commitments    

+ Funded (NAV) Funded (NAV)

Core Real Estate N/A 0.0 0.0

Non-Core Real Estate N/A 5.4 3.5

Core Timber N/A 0.0 0.0

Non-Core Timber N/A 0.0 0.0

Core Infrastructure N/A 6.5 8.0

Non-Core Infrastructure N/A 38.1 27.3

Core Agriculture N/A 0.0 0.0

Non-Core Agriculture N/A 8.6 10.0

Liquid Alternatives N/A 41.4 51.1

Other Real Assets N/A 0.0 0.0
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Olomana Performance

*ERS funded a total, approximate amount of $589.6 million to Olomana through liquid alternatives. As private investment opportunities arise, capital will be re-allocated from liquid alternatives to those private market 
investments. The total commitment figure for Olomana represents the full amount funded by ERS to Olomana. As capital is moved to private market investments, the commitment amount for liquid alternatives will shift to 
private market investments. Total commitment and liquid alternatives commitment figures are approximations until full data is available.  

Funding Status ($) Investment
Vintage Year

Commitment
Amount

Funded
Amount

Unfunded
Commitments

Capital
Returned

Market
Value

Market
Value (%)

Market Value
+ Unfunded

Commitments 
(%)

LTV (%)

Olomana
Olomana 2022 600,100,000 922,603,650 157,783,023 310,053,283 676,140,529 100.0 100.0 0.0

Time Weighted Returns (%)
Quarter 1 Year 3 Year Inception TWR 

Calculation
Inception

Net
IRR DPI Equity

MultipleINC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET TGRS TNET

Olomana
Olomana 0.0 -0.2 -0.2 -0.2 0.0 7.6 7.6 7.9 0.0 6.7 6.7 6.6 3.2 3.1 2Q22 3.1 0.3 1.1
Olomana: Aggregate Benchmark 0.3 6.5 4.2 0.3 2Q22
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Listed Infrastructure Portfolio - Funding Status and Composition

*The Listed Infrastructure Portfolio TWRs may differ from external reporting for ERS.  Actual inception for the portfolio was intra-quarter (February 2024) and February/March 2024 performance was not captured in the TWR 
calculation (starting 2Q24). 
**Per the Manager, the Listed Infrastructure Portfolio’s recent performance submission is under review and subject to change.

Funding Status ($) Investment
Vintage Year

Commitment
Amount

Funded
Amount

Unfunded
Commitments

Capital
Returned

Market
Value

Market
Value (%)

Market Value
+ Unfunded

Commitments (%)
LTV (%)

Listed Infrastructure 
Passive Listed Infrastructure Portfolio 2024 450,000,000 450,000,000 0 200,000,000 330,295,184 100.0 100.0 0.0

Time Weighted Returns (%)**
Quarter 1 Year Inception TWR 

Calculation
Inception

Net
IRR DPI Equity

MultipleINC APP TGRS TNET INC APP TGRS TNET TGRS TNET
Listed Infrastructure

Passive Listed Infrastructure Portfolio* 0.0 -4.8 -4.8 -4.8 0.0 13.5 13.5 13.5 10.5 10.5 2Q24 14.0 0.4 1.2
Dow Jones Brookfield Global Infrastructure Index 4.4 24.3 18.6 2Q24

Portfolio Overview
As of June 30, 2025

$ in Millions

Number of Investments 1
Active Investments 1
Liquidated Investments 0
Number of Active GP Relationships 1
Total Commitments 450.0
Unfunded Commitments 0.0
Total Paid-In Capital 450.0
Total Distributions 200.0
Net Asset Value 330.3
Leverage 0.0%
DPI 0.4x
TVPI 1.2x
Since Inception IRR 14.0%

Infrastructure 
100.0%

Sector Diversification
(As of June 30, 2025)
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Parametric Real Assets Overlay Portfolio - Funding Status and 
Composition

*Source: Morgan Stanley.

Portfolio Overview
As of June 30, 2025

$ in Millions

Number of Investments 1
Active Investments 1
Liquidated Investments N/A
Number of Active GP Relationships 1
Total Commitments 215.7
Unfunded Commitments 0.0
Total Paid-In Capital 215.7
Total Distributions 211.7
Net Asset Value 1.7
Leverage 0.0%
DPI N/A
TVPI N/A
Since Inception IRR N/A

Funding Status ($) Investment
Vintage Year

Commitment
Amount

Funded
Amount

Unfunded
Commitments

Capital
Returned

Market
Value

Market
Value (%)

Market Value
+ Unfunded

Commitments (%)
LTV (%)

Real Assets Overlay
Real Assets Overlay Portfolio 2024 215,690,000 215,690,000 0 211,734,263 1,675,371 100.0 100.0 0.0

Real Estate, 
58.0%

Infrastructure, 
28.3%

Timberland & 
Agriculture, 

13.8%

Investment Diversification 
(As of June 30, 2025)
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E. Timber Portfolio
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Timber Separate Account

*The Total Timberland benchmark is defined within the Appendix.

Funding Status ($) Investment
Vintage Year

Commitment
Amount

Funded
Amount

Unfunded
Commitments

Capital
Returned

Market
Value

Market
Value (%)

Market Value
+ Unfunded

Commitments (%)
LTV (%)

Timber
Timberland Separate Account 1999 130,000,000 129,259,500 0 180,065,680 220,650,144 100.0 100.0 0.0

Time Weighted Returns (%)
Quarter 1 Year 3 Year 5 Year 10 Year Inception

**
TWR 

Calculation
Inception

Net
IRR DPI Equity

MultipleINC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET TGRS TNET
Timber
Timberland Separate Account 0.5 0.0 0.5 -0.3 2.8 0.0 2.8 0.6 2.7 8.2 11.1 9.7 2.6 6.1 8.8 7.6 2.0 4.5 6.5 5.5 9.5 8.5 4Q99 8.2 1.4 3.1
Net Real TWR -1.2 -2.0 6.6 2.9 2.3 5.7 4Q99

Total Timber Benchmark* -1.7 -5.0 3.1 4.8 3.8 5.8 4Q99
S&P Global Timber & Forestry Index -1.7 -5.0 1.7 8.2 5.8
NCREIF Timberland Property Index “NTI” 0.4 1.0 1.4 1.7 3.6 5.3 2.2 6.4 8.7 2.6 5.5 8.2 2.7 2.7 5.5 6.4 4Q99

Timber
100%

Property Type Diversification
(As of June 30, 2025)

Core
100%

Style Diversification
(As of June 30, 2025)

South
67.5%

West
32.5%

Geographic Type Diversification 
(As of June 30, 2025)
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Timber Diversification vs. S&P Global Timber & Forestry Index
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F. Agriculture Portfolio
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Agriculture Portfolio Funding Status and Composition

Portfolio Overview
As of June 30, 2025

$ in Millions

Number of Investments 3
Active Investments 3
Liquidated Investments 0
Number of Active GP Relationships 3
Total Commitments 400.0
Unfunded Commitments 0.0
Total Paid-In Capital 409.2
Total Distributions 9.3
Net Asset Value 422.3
Gross Asset Value 422.3
Total Exposure 422.3
DPI 0.0x
TVPI 1.1x
Since Inception IRR 2.7%

PORTFOLIO COMPOSITION TO TARGETS (%)
As of June 30, 2025

Target
Unfunded Commitments    

+ Funded (NAV) Funded (NAV)

Agriculture N/A 1.7 1.7

Leverage N/A N/A 0.0

Pac. West
29.5%

Pac. NW
15.0%

Dev. Asia
16.1%

Delta 
States
7.6%

Mountain
7.0%

Dev. Europe
11.6%

Southeast
3.7% Lake States

2.7%Corn Belt
2.4%

Southern Plains
2.4%

Northeast
2.0%

Geographic Type Diversification 
(As of June 30, 2025)

Core, 46.1%

Non-Core, 
53.9%

Style Diversification
(As of June 30, 2025)

Annual Crop, 
42.2%

Permanent 
Crop, 57.8%

Crop Type Diversification
(As of June 30, 2025)
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Agriculture Performance

*The Total Agriculture benchmark is defined within the Appendix.

Funding Status ($)
Investment

Vintage 
Year

Commitment
Amount

Funded
Amount

Unfunded
Commitments

Capital
Returned

Market
Value

Market
Value (%)

Market Value
+ Unfunded

Commitments (%)
LTV (%)

Core Agriculture
Core Agriculture 2021 200,000,000 205,086,698 0 5,374,561 204,325,437 48.4 48.4 0.0

Non-Core Agriculture
Non-Core Agriculture 2022 200,000,000 204,157,133 0 3,905,831 217,938,487 51.6 51.6 0.0

Total Agriculture (ex-Olomana) 2021 400,000,000 409,243,831 0 9,280,392 422,263,924 100.0 100.0 0.0

Time Weighted Returns (%)
Quarter 1 Year 3 Year Inception TWR 

Calculation
Inception

Net
IRR DPI Equity

MultipleINC APP TGRS TNET INC APP TGRS TNET INC APP TGRS TNET TGRS TNET

Core Agriculture
Core Agriculture 0.8 -0.4 0.4 0.1 2.8 -2.4 0.4 -0.6 2.5 -0.3 2.2 1.1 4.3 3.2 4Q21 0.9 0.0 1.0

Non-Core Agriculture
Non-Core Agriculture 0.2 0.9 1.0 1.2 0.7 7.1 7.8 6.1 8.4 6.5 1Q23 6.2 0.0 1.1

Total Agriculture (ex-Olomana) 0.5 0.2 0.7 0.7 1.8 2.1 3.9 2.5 2.1 2.0 4.0 2.8 5.8 4.6 4Q21 2.7 0.0 1.1

Total Agriculture Benchmark* -2.9 -4.0 -1.5 0.9 4Q21
S&P GSCI Agriculture Index -2.9 -4.0 -7.3 -1.0 4Q21
NCREIF Farmland Property Index “NFI” 0.6 -0.3 0.3 2.9 -4.0 -1.2 3.0 0.1 3.2 4.7 3.9 4Q21
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Agriculture Crop Diversification vs. S&P GSCI Agriculture Index
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G. Glossary
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Glossary of Terms

*

 Catch-up – The provision that dictates how cash flows from the fund will be allocated between the investors and the manager in order for the manager to receive 
their performance fee. This allocation of cash flows occurs once the investors have collected their capital and preferred return

 Core – The most conservative institutional real estate investing style

 Core-Plus – A style whereby investments have a slightly higher level of risk and expected return than Core, primarily through use of leverage

 Custom Public Index – Currently the FTSE EPRA/NAREIT Global Developed REIT Index. Prior to July 2008, the benchmark was the Dow Jones U.S. Select REIT Index

 Development – The construction of buildings from breaking the ground through building completion. This may also include entitlement of the land and the pursuit 
of permits prior to construction

 DPI – Distributions to Paid In; the ratio of distributions from investments to total invested capital

 First Closing – The point at which a manager receives and executes the subscription documents and can begin drawing capital from investors

 Final Closing – The final date at which new investors can subscribe to a fund

 Internal Rate of Return (IRR) - A method of measuring the performance of a portfolio from inception through a particular point in time. This method weights 
returns according to the dollars invested at each point in time. Hence, this is known as dollar-weighted return. This is a better measure when the manager controls 
when dollars must be invested and is the most commonly used method of real estate performance evaluation; Gross IRR is gross of fee and Net IRR is net of fee

 NFI-ODCE – NCREIF Fund Index Open-end Diversified Core Equity Index is an index of investment returns reporting on both a historical and current basis the 
results of 24 open-end commingled funds pursuing a core investment strategy; underlying funds are leveraged with gross and net returns available

 NPI – NCREIF Property Index is a quarterly time series composite total rate of return measure of investment performance of a very large pool of individual 
commercial real estate properties acquired in the private market for investment purposes only; it is reported unlevered and gross of fee

 FTSE-NAREIT Equity REIT – An unmanaged capitalization-weighted index of all equity real estate investment trusts

 FTSE EPRA/NAREIT Global REIT – An unmanaged market-weighted total return index, which consists of many companies from Global markets whose floats are 
larger than $100 million and derive more than half of their revenue from property-related activities
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Glossary of Terms Cont.

*

 Opportunistic – A style that is the riskiest form of real estate investing. The name derives from when such funds were formed after the early 1990s real estate 
market crash to take advantage of opportunities in unwanted properties. Such investments include ground-up development, highly-leveraged purchases, or 
transactions involving highly complicated legal or environmental situations

 Private Market Equivalent (PME) Analysis –  The private market equivalent (“PME”) analysis seeks to answer the question of whether a portfolio’s non-Core 
investments are providing alpha over the lower-risk Core alternatives. Non-Core performance is best measured through dollar weighted performance metrics (i.e. 
IRR) while Core indices have traditionally been provided in time-weighted return (“TWR”) methodologies. The PME analysis converts the Core indices from TWRs 
to IRRs by taking the cash flows from the non-Core portfolio and making hypothetical investments into the Core indices. This exercise allows for a like-kind 
comparison on performance 

 Policy Benchmark – Blended benchmark reflecting private and public nature of portfolio where private real estate benchmark is weighted 90% and public real 
estate benchmark is weighted 10%; private real estate benchmark is NFI-ODCE + 50bps, public real estate benchmark is Wilshire REIT 1Q1997 through 2Q08 and 
EPRA/NAREIT Global Developed Index from 3Q08 to present 

 Pre-Specified Deals – Investments that are purchased for a fund before its final close. The assets are typically warehoused on a line of credit

 Promote (Carried Interest) –  The performance fee a manager receives once the investors have received their return of capital and the preferred return (return 
promised by the manager)

 RVPI – Residual Value to Paid In; the ratio of the residual value of an investment to total invested capital

 Time-Weighted Return - A method of measuring the performance of a portfolio over a particular period of time. Effectively, it is the return of one dollar invested 
in the portfolio at the beginning of the measurement period. This is a better return measure when the manager does not control when the dollars must be 
invested

 TVPI – Total value to paid-in ratio; the ratio of total value from an investment, including distributions, to total invested capital

 Value-Added – A style that represents moderate-risk real estate. A manager typically increases the future value of the investment by undertaking activities such as 
leasing, improving an existing building, or taking some risk through operating intensive assets, such as hotels or self-storage

 Vintage Year – The year in which a fund has its final closing. Typically coincides with the year a fund begins making investments
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I. Appendix
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Real Assets Historical Benchmark

*

From To Real Assets Historical Benchmark

01/01/2024 Current 47% Real Estate Historical Benchmark, 7% Agriculture Historical Benchmark, 9% Timber Historical Benchmark, 37% Infrastructure Historical Benchmark

07/01/2022 12/31/2023 70% Real Estate Historical Benchmark, 10% Agriculture Historical Benchmark, 10% Timber Historical Benchmark, 10% Infrastructure Historical Benchmark

07/01/2021 06/30/2022 70% Real Estate Historical Benchmark, 8% Agriculture Historical Benchmark, 12% Timber Historical Benchmark, 10% Infrastructure Historical Benchmark

07/01/2020 06/30/2021 75% Real Estate Historical Benchmark, 5% Agriculture Historical Benchmark, 12.5% Timber Historical Benchmark, 7.5% Infrastructure Historical Benchmark

01/01/2019 06/30/2020 52% Real Estate Historical Benchmark, 48% Real Return Benchmark (100% Consumer Price Index (Seasonally Adjusted) +3%)

01/01/2018 12/31/2018 57% Real Estate Historical Benchmark, 43% Real Return Benchmark (100% Consumer Price Index (Seasonally Adjusted) +3%)

04/01/2017 12/31/2017 70% Real Estate Historical Benchmark, 30% Real Return Benchmark (100% Consumer Price Index (Seasonally Adjusted) +3%)

07/01/2016 06/30/2017 75% Real Estate Historical Benchmark, 25% Real Return Benchmark (100% Consumer Price Index (Seasonally Adjusted) +3%)

01/01/2016 06/30/2016 80% Real Estate Historical Benchmark, 20% Real Return Benchmark (100% Consumer Price Index (Seasonally Adjusted) +3%)

07/01/2013 12/31/2015 83% Real Estate Historical Benchmark, 17% Real Return Benchmark (100% Consumer Price Index (Seasonally Adjusted) +3%)
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Real Estate Historical Benchmarks

*The inception period for Real Estate benchmarks within BNY’s (ERS’ Custodian) reporting dates back to 7/1/2013. The inception period of the Real Estate benchmarks have been extended to include the Portfolio inception period, 
beginning 10/01/1993.

From To Real Estate Historical Benchmark
01/01/2024 Current 100% FTSE EPRA NAREIT Global REITs Index (Gross)

07/01/2022 12/31/2023 57.1% Core Real Estate Historical Benchmark, 42.9% Non-Core Real Estate Historical Benchmark

07/01/2021 06/30/2022 55.7% Core Real Estate Historical Benchmark, 44.3% Non-Core Real Estate Historical Benchmark

07/01/2020 06/30/2021 53.3% Core Real Estate Historical Benchmark, 46.7% Non-Core Real Estate Historical Benchmark

07/01/2019 06/30/2020 60% Core Real Estate Historical Benchmark, 40% Non-Core Real Estate Historical Benchmark

07/01/2018 06/30/2019 66% Core Real Estate Historical Benchmark, 34% Non-Core Real Estate Historical Benchmark

07/01/2017 06/30/2018 73% Core Real Estate Historical Benchmark, 27% Non-Core Real Estate Historical Benchmark

07/01/2016 06/30/2017 80% Core Real Estate Historical Benchmark, 20% Non-Core Real Estate Historical Benchmark

07/01/2013 06/30/2016 100% Core Real Estate Historical Benchmark

10/01/1993 06/30/2013 100% Core Real Estate Historical Benchmark 

From To Core Real Estate Historical Benchmark
01/01/2024 Current 100% FTSE EPRA NAREIT Global REITs Index (Gross)

01/01/2018 12/31/2023 100% NCREIF ODCE (Net)

07/01/2013 12/31/2017 100% NCREIF Property Index (Net)

10/01/1993 06/30/2013 100% NCREIF Property Index (Net)

From To Non-Core Real Estate Historical Benchmark
01/01/2024 Current 100% FTSE EPRA NAREIT Global REITs Index (Gross)

07/01/2020 12/31/2023 100% NCREIF ODCE (Net) + 1%

07/01/2016 06/30/2020 100% Private Equity Historical Benchmark (100% MSCI ACWI IMI (Net) +2%)

07/01/2013 06/30/2016 100% NCREIF Property Index (Net)

10/01/2007 06/30/2013 100% NCREIF Property Index (Net)
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Other Real Assets Historical Benchmarks

*

From To Agriculture Historical Benchmark
01/01/2024 Current 100% S&P GCSI Agriculture Index

10/01/2021 12/31/2023 100% NCREIF Farmland Index

From To Timber Historical Benchmark
01/01/2024 Current 100% S&P Global Timber & Forestry Index

09/01/1999 12/31/2023 100% NCREIF Timberland Index

From To Infrastructure Historical Benchmark
01/01/2024 Current 100% Dow Jones Brookfield Global Infrastructure Index (Net)

12/01/2014 12/31/2023 100% Consumer Price Index (Seasonally Adjusted) +4%
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About Townsend Group 

Founded in 1983, The Townsend Group (“Townsend”) provides a core set of investment skills exclusively focused on global real estate and real asset classes. The firm offers these capabilities to institutional 
investors as an investment advisor and consultant. 

Townsend has been advising and managing real estate portfolios for over four decades and across multiple market cycles.  As of September 30, 2024, Townsend had assets under management of approximately 
$19.3 billion. As of September 30, 2024, Townsend provided advisory services to clients who had real estate/real asset allocations exceeding $233.6 billion.  We believe, through our global investment platform, 
fiduciary culture, asset class expertise and client capital scale, we are able to deliver clients unique information, while providing a sourcing and execution advantage.   

Disclaimer  

This document has been prepared by Townsend Holdings LLC (“Townsend”), and is appropriate solely for qualified investors. Nothing in this document should be treated as an authoritative statement of the law 
on any particular aspect or in any specific case. It should not be taken as financial advice and action should not be taken as a result of this document alone. The information contained herein is given as of the date 
hereof and does not purport to give information as of any other date. The delivery at any time shall not, under any circumstances, create any implication that there has been a change in the information set forth 
herein since the date hereof or any obligation to update or provide amendments hereto. The information contained herein is derived from proprietary and non-proprietary sources deemed by Townsend to be 
reliable and are not necessarily all inclusive.  Reliance upon information in this material is at the sole discretion of the reader.  This document does not constitute an offer of securities or solicitation of any kind 
and may not be treated as such, i) in any jurisdiction where such an offer or solicitation is against the law; ii) to anyone to whom it is unlawful to make such an offer or solicitation; or iii) if the person making the 
offer or solicitation is not qualified to do so.  Townsend is a registered investment adviser with the Securities and Exchange Commission and is a wholly owned, indirect subsidiary of Aon plc.  Employees of 
Townsend may hold securities in affiliates of investment fund managers that are currently managing funds in which Townsend clients may invest or which Townsend may recommend.  Employees of Townsend 
must report their holdings pursuant to applicable law and clear any conflicts of interest with Townsend’s compliance department.

Disclosures





Employees’
Retirement System 

of the State of Hawaii

Risk Budgeting Education (Continued)

Presenters:
Colin Bebee, CFA & 

Lynn Kamimoto, CFA, CFE, CISSP, FRM

December 3, 2025



Agenda

1. History and Past Discussions

2. Status Update

3. Next Steps

4. Questions

Appendix

2



History and Past Discussions
Colin Bebee, CFA

3



History – Related Activities

 Throughout 2023-2025, the ERS has discussed and/or approved three major activities, all of which influence
the Risk Budgeting process.

4

Risk Budgeting Benchmarks Liquidity
2023 – Introduction

2024 – Education (How, Why & 
What)

2025 – Major Classes & Total Funds

2026 – Adoption & Implementation

2023 – Asset Liability Study & 
Education of Benchmarking 
Constructs

2024 – Adoption and Simplification 
of Benchmark Philosophy

2025+ - Annual Review

2023 – Education

2024 – Adoption of Minimum Total 
Plan Liquidity Targets & Monitoring

2025+ - Annual Review

Enhanced Board Oversight & Governance
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Historical Tracking Error – Total Portfolio
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 When making long-term portfolio structuring decisions, it is best practices to use capital market
assumptions (“CMAs”) that are based on “economic reality”.

 These assumptions typically reflect a higher level of volatility within private markets than are
experienced with the standard lagged reporting/mark-to-market processes. They also incorporate a
higher correlation to liquid markets (e.g., public equity) than what may be experienced during the
reporting process.

 Short-term market volatility will cause material deviations to these measurements, these deviations
will normalize longer periods of time.

6

Standard CMAs

4.0%

Estimated ERS Total Portfolio Active Risk

Total Portfolio Active Risk – August 2025



Status Update
Lynn Kamimoto, CFA, CFE, CISSP, FRM
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Broad Growth – as of 10/31/25

8

Estimated Broad Growth  
Active Risk Budget

5.4%

*Totals may not equal 100% due to rounding. For illustrative purposes only. Tracking error is relative to public market indices.

Allocations (% of Broad Growth) Policy Actual Difference Tracking Error 
Assumptions

Global Equity 56% 56% -

Public Equity 29% 28% -1% 1.5%

Private Equity 27% 29% +2% 12.0%

Global Credit 17% 17% -

Public Credit 6% 7% +1% 2.5%

Private Credit 11% 10% -1% 6.5%

Real Assets 27% 27% -

Public Real Assets - 1% +1% 0.3%

Private Real Assets 19% 18% -1% 12.0%



Broad Growth Risk Budget

 ERS Staff and Meketa have developed a preliminary Broad Growth Risk Budget.

9

Broad Growth
Active Risk*

5.4%

Sources of Active Risk

*Utilizes Meketa’s 2025 capital market assumptions and mean-variance analysis. As of 10/31/25. *Totals may not equal 100% due to rounding. For illustrative purposes only.

Weighting - Illiquidity:  97.9%

Weighting - Structure: 0.3%
Selection: 1.7%



Diversified Strategies – as of 10/31/25
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Estimated Diversified Strategies 
Active Risk Budget

3.0%

Allocations (% of DS) Policy Actual Difference Tracking Error 
Assumptions

Illiquid Diversifying 13% 12% -1%

Insurance Linked 13% 4% -9% 2.0%

Idiosyncratic Return Capture - 8% +8% 7.5%

Liquid Defensive 87% 88% +1%

Systematic Trend Following 27% 20% -7% 5.0%

Intermediate Duration 47% 29% -18% 0.75%

Discretionary Alpha - 10% 10% 10.0%

Long Duration 13% 12% -1% 0.50%

Defensive Return Capture - 4% 4% 15.0%

Cash - 14% 14% -

*Totals may not equal 100% due to rounding. For illustrative purposes only.  Assumes a 0.4 cross-correlation.



Weighting – Illiquidity: 10.5%

Weighting – Structure: 66.0%

Selection: 23.5%

Diversified Strategies Risk Budget

 ERS Staff and Meketa have developed a preliminary Diversified Strategies Risk Budget.

11

*Utilizes Meketa’s 2025 capital market assumptions and mean-variance analysis. As of 10/31/25. *Totals may not equal 100% due to rounding. For illustrative purposes only.

Diversified Strategies
Active Risk*

3.0%

Sources of Active Risk



Next Steps
Lynn Kamimoto, CFA, CFE, CISSP, FRM
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ERS’s Risk Budgeting Approach: Considerations and Impacts

 February 2026 Investment Committee Meeting:

1. Adoption of a Total Portfolio Risk Budget

2. Reporting & Tools

3. Define Cure & Action for Breaches

13

Administrative and Implementation Considerations

- This process is expected to take until the end of calendar year 2026 for full implementation.

- Increased utilization of passive exposure in public markets, resulting in lower costs and 
narrower range of excess return expectations.

- Higher and more consistent hurdles for individual managers and ERS asset class composites.

- Cross-asset accountability among ERS Staff and Consultants, along with improved 
communication and collaboration.

- Establish cure periods and action.

- Acknowledgement of a learning curve for all parties involved (Board, Staff, Consultants).



MAHALO!
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Appendices
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Review

 Risk budgeting refers to the concept of managing a portfolio based on risk contributions/levels.

 While there are many definitions of risk, we are focused on the volatility of returns.

 For the purposes of this presentation and the ERS Investment Committee, we will generally focus on
risk budgeting at the Total Portfolio level.

 Risk budgeting is closely related to the concept of “active risk.”

 Active risk is the risk to be budgeted

 Active risk and tracking error are synonymous

 At its core, active risk stems from weighting deviations compared to the benchmark:

1. Over/underweight asset classes (i.e., allocation or weighting risk)

2. Within asset classes, managers holding different securities than the benchmark (i.e., manager or
selection risk)

16



Tracking Error

 Tracking Error = standard deviation of excess returns relative to a benchmark.

 Also referred to as “active risk”.

 The higher the tracking error, the greater the potential for positive and negative excess
return outcomes.

17



Decomposing Total Portfolio Volatility

 Total Portfolio volatility can be separated into Market Beta Risk (i.e., policy benchmark)
and Active Risk (tracking error).

 These components can be further separated into various sub-categories.

18

*Utilizes capital market assumptions from 2022/2023 Asset-Liability Study, other Meketa assumptions, and mean-variance analysis.



Decomposing Total Active Risk

 Total Portfolio Active Risk is decomposed into two categories:

 Manager/Selection Risk, contribution from active (liquid) managers

 Allocation/Weighting Risk, which is further broken down into two sources: Illiquidity & Structure

19
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Appendix 4: Meketa Disclosures - Important Notice

The information contained herein is confidential and intended for the sole use of the Employees’ Retirement System of the State of Hawaii. 
All information is subject to market fluctuations and economic events, which will impact future recommendations and investment decisions. 
These contents are proprietary Information of Meketa Investment Group (“MIG”) and may not be reproduced or disseminated in whole or 
part without prior written consent. This report has been prepared solely for informational purposes and no part is to be construed as a 
recommendation or an offer to buy or sell or a solicitation of an offer to buy or sell any security or to participate in any investment strategy. 

All information including, but not limited to, MIG’s investment views, returns or performance, risk analysis, sample trade plans, idea filtration 
process, benchmarks, investment process, investment strategies, risk management, market opportunity, representative strategies, portfolio 
construction, capitalizations, expectations, targets, parameters, guidelines, and positions may involve our views, estimates, assumptions, 
facts and information from other sources that are believed to be accurate and reliable and are as of the date this information is presented—
any of which may change without notice. We have no obligation (express or implied) to update any or all of the Information or to advise you 
of any changes; nor do we make any express or implied warranties or representations as to the completeness or accuracy or accept
responsibility for errors. This information is for illustrative purposes only and does not constitute an exhaustive explanation of the investment 
process, investment allocation strategies or risk management.

All performance and risk targets contained herein are subject to revision by MIG and are provided solely as a guide to current expectations. 
There can be no assurance that any investment or other product described herein will achieve any targets or that there will be any return on 
capital. Past performance is not indicative of future results. MIG does not provide tax advice. Accordingly, any discussion of U.S. tax matters 
contained herein is not intended or written to be used, and cannot be used, in connection with the promotion, marketing or 
recommendation by anyone unaffiliated with MIG of any of the matters addressed herein or for the purpose of avoiding U.S. tax-related 
penalties.

Certain information contained in this document constitutes "forward-looking statements," which can be identified by the use of forward-
looking terminology such as "may", "will", "should", "expect", "anticipate", "target", "project", "estimate", "intend", "continue" or "believe" 
or the negatives thereof or other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events or 
results or the actual performance of the Funds and investments may differ materially from those reflected or contemplated in such forward-
looking statements.”
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STAFFORD HITIP PRESENTATION

Providing alternative solutions for institutional investors

Session led by:

Andrew Betz 

Partner
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STAFFORD CAPABILITIES

$8.4B In Firmwide AUM1 Strategy 
Asset 

Classes

Real 

Assets

Core Timberland

$4.0B

AUM

Off-market access to high-quality global core timberland assets through LP secondaries and fund restructure

T
im

b
e
r

Carbon Strategy
Generating high-quality, high-integrity carbon offsets through afforestation, reforestation and improved forest 

management projects

Infrastructure Secondaries

$2.2B

AUM

Broadly diversified infrastructure portfolios providing differentiated access to infrastructure through (mainly) 

LP- and GP-led solutions

In
frastru

ctu
reDirect Renewables Revamping and repowering of existing operating renewable energy assets

Private 

Markets

Private Equity
$2.0B

AUM
Highly customized Separately Managed Accounts (SMAs) for global institutional investors P

E
 / P

C

Private Credit
$0.2B

AUM
Direct lending and specialty finance strategy via primaries, co-investments and secondaries

1Assets under management and advice as of 30 June 2025. 
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WHAT IS HITIP CURRENTLY

Program Snapshot

1All data on this slide is sourced from annual HiTIP manager questionnaires completed by underlying HiTIP funds since 2019. Figures are self-reported as actuals 
or best estimates of Hawaii-related metrics and may include gaps or partial reporting. 2The chart summarizes HiTIP’s impact on Hawaii-based portfolio 
companies, including the number of local companies funded, capital deployed by HiTIP-managed funds, total syndicate investment in the same rounds, and the 
capital multiplier (syndicate investment ÷ HiTIP contribution), illustrating the leverage effect of HiTIP participation.

▪ Originating in 2007, HiTIP has played an instrumental role in 

expanding capital access for Hawaii-based entrepreneurs

▪ Over three funds, comprising $135M, HiTIP has committed to 33 

venture funds of which 7 are Hawaii based

▪ Same risk adjusted return standard as broader ERS PE program

▪ Underlying GPs free to invest in any geography

$43M Gross Output

$27M Gross Spend 249 Local Jobs

$17M Salaries

Hawaii 

Companies

# of 

Investments

Invested by 

HiTIP Funds

Syndicate 

Investment

Capital 

Multiplier

Past Year 11 $2.3M $3.1M 1.3x

Since 

Inception
36 $47.2M $495M 10.5x

2.0%
Screened to   

Investment Ratio

36
# of local Investments

1,978
# of screened local 

companies

Economic Impact (LTM June 2025)1

Local Company Funding ( June 2025)2

Companies Reviewed1

The purpose of the HiTIP is to produce competitive risk-adjusted 

investment returns for the ERS by making investments in emerging growth 

businesses in traded sector industries with specific emphasis on Hawaii. The 

HiTIP’S mission is not economic development, but economic development 

may be one significant by-product of the investment program.

Mission Statement
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EVOLUTION OF HITIP STRATEGY

Key Identifiers of Success

Invest in 

Hawaii

Positive Local 

Impact

Strong Returns 

to ERS

Stafford HiTIP IV 

FundAdditional Guidelines

▪ Prioritize efficiency and flexibility 

▪ GP/LP fund structure not required

▪ Deliberate approach to HiTIP fees and expenses

▪ Implement permanent capital perspective

▪ Addressing Risk and Mitigants

▪ Minimize headline risk – consider stakeholder reactions

▪ Asset class specific risk and mitigants

▪ Provide strong risk adjusted returns

▪ Increase the proportion of capital in Hawaii

▪ Expansion of asset classes across private markets and into real assets

▪ Retain capital gap focus 

▪ Ensure that ERS benefits from its foundational investment role
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HiTIP – CHANGING CHARACTERISTICS

❖ Fiduciary Standard

EnhancedOriginal

No 

Change❖ Fiduciary Standard

Updated

❖ Target Returns

o Broader ERS portfolio (7%+)

❖ Geographic Focus

o Target 100% of capital invested into state of Hawaii

❖ Investment Structures

o Flexible (GP/LP, JV, Co-invest, Direct)

❖ Asset Class

o Agnostic across Real Assets and Private Markets

❖ Time Period

o Defined & evergreen

❖ Impact

o Positive economic, social or environmental impact

❖ Target Returns

o Venture capital returns (18%+)

❖ Geographic Focus

o At the discretion of the underlying fund manager(s)

❖ Investment Structures

o GP/LP fund structure

❖ Asset Class

o Venture capital

❖ Time Period

o Defined, expected at 10 – 15 years

❖ Impact

o Capital access
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R
e
al

 A
ss

e
ts

Real Estate 12% High Medium High High

Infrastructure 12% High Medium High Medium

Timber 11% High Low High High

Agri / 

Aquaculture
9% High Medium High Medium

Returns1 Market Opp. Capital Gap Foundational 

Role

Beyond 

Oahu

Job Creation Sustainability Social Impact

P
ri

va
te

 M
ar

k
e
ts

Venture Capital 17% Low High Medium Medium

Private Equity 15% Low High Medium Medium

Private Debt 10% Medium High Medium Medium

Aquaculture 16% High High High Medium

EXPANDED OPPORTUNITY SET

1Represents Stafford estimate of expected return for Hawaii-based investments within the given asset class.

Market Opportunity 

Availability of HI-based investment 

opportunities

Capital Gap 

Does a capital gap exist within the 

asset class? 

Foundational Role 

Expected ability to leverage  

institutional investor role

Beyond Oahu 

Availability of opportunities on 

islands other than Oahu

Job Creation

Likelihood of job creation and/or 

retention

Sustainability 

Positive impact alignment to 

environment / food security / 

energy transition

Social Impact 

Positive impact alignment to 

affordable housing / community 

awareness  / education
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Nalo Farms – Tranched investment approved in August

▪ Convertible debt and equity structure to reduce risk

▪ At full scale will replace 7% of imported lettuce with HI-grown

Mana Up II - Anchor investment in local CPG manager

▪ Includes opportunity for GP economics

▪ Mana Up team reviewing multiple near-term HI-based investment 
opportunities

Recent Investment Activity

OVERVIEW OF HITIP GOING FORWARD

Structure & Approach

▪ Strong risk adjusted returns in alignment with ERS targets

▪ Target 100% of investments locally into Hawaii, with positive local impact

▪ Prioritize efficient investment structures (JV / Direct / Co-invest / LP)

▪ Expansion of asset classes across Private Markets and Real Assets

Asset Class Diversification Guidelines

Indicative Portfolio

▪ $150M

▪ One investment completed

▪ Two investments in process

▪ Target 3-6 investments per year

Private 

Markets 

63%

Real Assets

37%

Private Markets Low Mid Point High

Venture 15% 22.5% 25%

Private Equity 10% 17.5% 25%

Private Debt 10% 15.0% 20%

Aquaculture 0% 7.5% 15%

Total 35% 63% 85%

Real Assets Low Mid Point High

Real Estate 5% 12.5% 20%

Infrastructure 5% 5.0% 20%

Timber 0% 7.5% 15%

Agri/Aquaculture 5% 12.5% 10%

Total 15% 38% 65%

Identified Dealflow of $1.4B1

1Stafford 2024 dealflow investment value across Hawaii for Private Markets 

and Real Assets identified via discussions and network.
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DISCLAIMER
▪ The information in this presentation is confidential and for private circulation only and does not represent investment advice and should not be relied upon for investment decisions.

▪ This presentation neither constitutes an offer to sell nor a solicitation to invest in any of Stafford’s funds. It is for information purposes only and is not a recommendation. This presentation does not constitute an offer to sell or a 
solicitation to invest in any jurisdiction where the offer or sale would be prohibited or to any person not meeting the required investor criteria.

▪ Any opinions expressed are given in good faith but are subject to change without notice. No representation or warranty, express or implied, is made as to the accuracy, completeness or correctness of any information in this 
document which has not been verified.

▪ The information presented is model Performance.  Past performance is no guarantee of future results, and future performance presented here is an extrapolation derived from approximation of a reasonable state of circumstances.  
The performance presented reflects model performance an investor may have obtained had it invested in the manner shown and does not represent performance that any investor actually attained or may attain.  Model returns have 
many inherent limitations and may not reflect the impact that material economic and market factors may have had on the decision-making process if client funds were actually managed in the manner shown. The model returns are 
derived from information procured through our best reasonable endeavours that were provided by third parties, which might contain unaudited or validated information and may be based on information that those third party 
managers have provided as their best reasonable approximation of estimates.  Net performance reflects the deduction of fees Stafford reasonably believes an investor would have incurred over the periods presented. Actual fees may 
vary and estimates may be different than those used for model performance. Gross performance is net of the underlying manager fees, gross of Stafford fees. Other periods selected may have different results, including losses.  There 
can be no assurance that Stafford will achieve profits or avoid incurring substantial losses.

▪ The information presented where expectations of returns (net or gross), about the pipeline of investments and the composition of alternative assets are in accordance with our own research of the current market of investments and 
investment managers in that sector as around the date of this presentation. 

▪ Fund SFDR disclosures can be found in the respective legal documents or on the IQEQ website at: www.IQEQ.com

investorrelations@staffordcp.com

www.staffordcp.com

LONDON

17 Slingsby Place, 2nd Floor
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United Kingdom

T: + 44 203 988 5796
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MEMORANDUM 
 

November 26, 2025 
 
TO: The Investment Committee of the Board of Trustees  

Employees’ Retirement System of the State of Hawai‘i 
 
THROUGH:  Thomas Williams, Executive Director (“ED”)  

Employees’ Retirement System of the State of Hawai‘i 
 
FROM:  Kristin Varela, Chief Investment Officer ("CIO”)  

Employees’ Retirement System of the State of Hawai‘i 
 
SUBJECT: Revisions and Updates to the ERS Investment Policy Statement (IPS) 

Sections E (HiTIP PROGRAM)  
 
 
This memorandum is provided as part of the annual IPS review and outlines proposed 
revisions to Section E of the Investment Policy Statement. The attached redline reflects a 
comprehensive rewrite intended to modernize the Hawaiʻi Targeted Investment Program 
(HiTIP), support the evolution of Hawaiʻi-linked private market opportunities, and position 
the program for long-term scalability under a clear and durable governance framework. 
 
 
SUMMARY OF RECOMMENDED REVISIONS  
 
I. Broader, more flexible program structure 
 

The redline updates Section E to reflect HiTIP as a multi-risk, multi-strategy 
component of the Total Fund. This replaces the prior venture-centric framing with a 
structure that allows the program to evaluate opportunities across private equity, 
private credit, real assets, infrastructure, agriculture and aquaculture, and other 
private market strategies that demonstrate meaningful Hawaiʻi linkage. 

 
II.  Expanded allowance for investment structures 
 

The revised section explicitly permits the use of funds, co-investments, direct 
investments, joint ventures, and other negotiated structures. This aligns the IPS with 
the types of transactions that have already proven practical and efficient in recent 
years and allows future flexibility as the local opportunity set continues to develop. 

 
III.  Clearer articulation of roles, delegation, and oversight 
 



The redline clarifies the Board’s strategic oversight role, defines the managing fund 
advisor’s delegated authority, and outlines staff’s responsibilities for monitoring and 
reporting. Operational steps and implementation details were removed or 
streamlined to keep the section squarely focused on governance and strategy. 

 
IV.  Updated objectives, performance expectations, and KPIs 
 

The revised language defines the program’s performance objectives relative to the 
Total Fund benchmark, adds a more structured diversification framework, and 
introduces key performance indicators that clearly separate financial performance, 
Hawaiʻi linkage, and broader community impact (without elevating non-financial 
objectives above fiduciary requirements). 

 
V. Refined alignment with statutory requirements and expectations  
 

The rewrite continues to meet the obligations of Act 206 by maintaining the 
requirement for a Hawaiʻi connection and clarifying the Board’s responsibility to 
evaluate the prudent level of program investment in accordance with Total Fund risk 
and return objectives. 
 

 
SUMMARY OF ACTIONS TAKEN  
 
I. Comprehensive review and redline of Section E 
 

Staff conducted a full review of the current IPS language and prepared the attached 
redline. The revisions reorganize the section around purpose, objectives, allowable 
strategies and structures, delegation, and oversight to better reflect the current 
governance model. 

 
II. Evaluation of the evolving Hawaiʻi-linked opportunity set 
 

The local private markets landscape has broadened materially over time. Staff 
considered the characteristics, return expectations, and risk features of 
opportunities observed across private markets and real assets, as well as the 
increasing presence of Hawaiʻi-linked transactions beyond traditional venture 
structures. This evaluation informed the diversification language and the expanded 
guidance on allowable strategies. 

 
III. Review of governance and IPS drafting standards 
 

Staff drew from current industry practice to reorient Section E toward strategic 
guidance and remove embedded operational procedures. The updated structure is 



intended to improve clarity, reduce ambiguity, and provide a durable policy 
foundation. 
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E.1. INTRODUCTION 

The Hawaii Targeted Investment Program (HiTIP) was created by the Employees’ Retirement System of 
the State of Hawaii (“ERS”) to fulfill the mandate of Act 260, “A Bill For An Act Relating To The 
Innovation Economy” (“Act 260”) passed by the Legislature and signed by the Governor in July 2007. 
The purpose of Act 260 is “to encourage the employees’ retirement system to invest in Hawai‘i venture 
capital…”The intent of Act 260 is to support investment activity connected to Hawai‘i by encouraging ERS 
to evaluate opportunities across private markets that align with the ERS’s fiduciary duty and risk-adjusted 
return objectives. 

The HiTIP should be viewed as a distinct component of the broader ERS private equity program for two 
distinct reasons. First, Act 260 stipulates that the ERS provide specific updates to the State of Hawai‘i 
(“State”) with respect to the HiTIP. Second, the investment directives that apply to the HiTIP are different 
than those that apply to the broader ERS private equity investment portfolio. Act 260 stipulates that the 
ERS require that the HiTIP earn returns for the ERS investment portfolio by making investments in 
emerging growth and growth-oriented businesses in traded sector industries in Hawai‘i. HiTIP shall be 
treated as a dedicated component of the Total Fund, intended to identify and evaluate private market 
opportunities linked to Hawai‘i across multiple risk types and investment structures.  

In accordance with HRS chapter 88, the Board of Trustees of the ERS (the “Board”) determines the 
investment policies and procedures for all ERS investment activities, including the HiTIP. ERS employees 
will act as staff overseeing HiTIP and its managing fund-of-funds advisor and report HiTIP activities to the 
Board, in conjunction with the managing fund -of-funds advisor. In this capacity, ERS investment staff 
(“Investment Staff”) and/or the managing fund-of-funds advisor may periodically recommend new or 
updated HiTIP investment policies and procedures to the Board for review and comment. HiTIP investment 
policies and procedures, which are attached, reflect the following principles: 

1. The purpose of the HiTIP is to produce competitive risk-adjusted investment returns for the ERS by 
making investments in emerging growth and growth-oriented businesses in traded sector industries, 
with specific emphasis on Hawai‘i. The HiTIP’s mission is not economic development, but economic 
development may be one significant byproduct of the investment program. investing in opportunities 
connected to Hawai‘i. While the program may support emerging and growth-oriented businesses in 
Hawai‘i, its focus is on identifying investments that meet ERS’s fiduciary standards. Broader economic 
benefits may occur, but they are not the mission of the program. 

2. HiTIP funds will be invested only through external general partners/managers or co-investments a 
managing fund advisor that has primary responsibility for sourcing and underwriting opportunities for 
the program. Investments may be made through a range of private market structures, including funds, 
co-investments, direct opportunities, or joint ventures, so long as they meet ERS’s fiduciary and risk-
adjusted return objectives. 

3. General partners/managers will be fully discretionary, i.e., after funds are allocated to the limited 
partnership or limited liability company (“LLC”), they are totally responsible for the investment of 
these funds within the partnership’s or LLC’s investment guidelines. External managers will exercise 
discretion within their respective governing agreements, and the managing fund advisor will oversee 
all such managers under its delegated authority.  

The Board and Investment Staff will delegate the selection, retention and monitoring of investment 
opportunities external partnerships or LLCs to a dedicated managing fund -of-funds advisor (or manager-
of-manager) and will not entertain individual investment proposals from individual businesses or for 
particular projects, except as a result of in-kind distributions of assets to the HiTIP by external 
partnerships/LLCs. Except as described in the preceding sentence, individual investment decisions will be 
left to the general partnership or LLC managers. ERS and the Board will not review or approve individual 
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portfolio-level investment proposals. The managing fund advisor will exercise discretion within its 
delegated authority.   
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E.2. POLICY 

1. BackgroundGeneral Policy 

The Hawaii Targeted Investment Program (HiTIP) is a distinct component of the ERS private equity 
portfolio. The ERS has established the HiTIP to participate in attractive long-term alternative 
investment opportunities in emerging growth and growth-oriented businesses in traded sector 
industries, emphasizing the greater-Hawai‘i geographic region. Investment of moneys in the HiTIP will 
generally be implemented through participation in limited partnerships or LLCs that make private 
equity and debt investments, including investments in emerging growth and growth-oriented 
businesses, although other management and investment arrangements may be considered under 
appropriate circumstances. For the purposes of this policy: 

"Emerging growth business" means a new or small company that has the capacity, upon obtaining 
appropriate capital, to generate significant high skill, high wage employment within one or more traded 
sector industries. 

“Growth-oriented business” means an existing company with the potential to generate significant 
revenue and/or profit growth within one or more traded sector industries, resulting in a commensurate 
increase in high skill/wage employment in the pertinent sectors. 

“Traded sector” means industries in which member firms sell their goods or services into markets for 
which national or international competition exists. 

Chapter 88, Hawai‘i Revised Statutes (“HRS”), which governs ERS investment activities, and this ERS 
Investment Policies, Guidelines and Procedures manual (“Manual”) will govern investment the activity 
of the HiTIP.  

General Policy 

Private equity investments, such as those encompassed by the HiTIP, should contribute favorably to 
the risk-adjusted investment returns of the total ERS investment portfolio, and are compatible with the 
general objectives of the ERS investment portfolio. 

Private equity investments possess a higher degree of risk with a higher return potential than traditional 
investments. Accordingly, total rates of return are expected to be greater than those that may be obtained 
from conventional public equity or debt investments. They have a lower correlation relative to other 
investment classes and should therefore contribute to an effective management of risk and the 
enhancement of returns on a total ERS portfolio basis. 

Similar to other portfolio segments under its authority, ERS should endeavor to retain appropriate 
fiduciary expertise to manage all or a portion of the private equity portfolio, including the HiTIP. shall 
operate as a multi-risk private markets vehicle that supports diversification and the long-term risk-
adjusted return objectives of the Total Fund.  HiTIP may evaluate opportunities across private equity, 
private credit, real assets, infrastructure, agriculture and aquaculture, and other alternative strategies 
where there is a meaningful connection to Hawai‘i and a clear alignment with ERS’s fiduciary 
standards. HiTIP is intended to function as a broad, total-fund program that can pursue multiple types 
of risk and return drivers across the Hawai‘i-linked market landscape.  
 
For the purposes of this policy, investment strategies shall be defined as follows:  

a) Private Equity 
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Investments in privately negotiated ownership positions where returns are driven by 
operational improvement, strategic growth, and long-term value creation rather than short-
term market pricing. 

 
b) Private Credit 

Privately originated debt or credit exposures where returns are primarily driven by 
contractual income, credit underwriting, and the ability to manage borrower-level risk 
through negotiated protections. 

 
c) Real Assets 

Investments backed by tangible, productive assets where returns are driven by cash yield, 
inflation sensitivity, and the intrinsic value of the underlying asset base. 

 
d) Infrastructure 

Long-duration investments in essential systems where returns are shaped by stable cash 
flows, regulated or contracted revenue, and resilience across economic cycles. 

 
e) Agriculture and Aquaculture 

Investments tied to biological or resource-based production systems where returns are 
influenced by yield, resource productivity, and long-term supply-and-demand 
fundamentals. 

 
f) Other Alternative Strategies 

Private market exposures that provide differentiated sources of return, driven by structural 
inefficiencies, specialized capabilities, or uncorrelated value creation that enhances Total 
Fund diversification. 

 
Investments may be made through various legal structures, to support the long-term growth the 
program, while remaining in compliance with Total Fund strategic objectives. HiTIP may evaluate 
opportunities in funds, co-investments, direct investments, joint ventures, or other structures 
appropriate for the opportunity.  
 
For the purposes of this policy, investment structures shall be defined as follows: 
 

i. Fund Investment  
Pooled vehicles managed by an external general partner with full discretionary authority, 
with the managing fund advisor providing oversight on behalf of ERS. 

 
ii. Co-Investment 

Minority positions made alongside a lead manager, where the managing fund advisor 
exercises all investment discretion and oversight. 

 
iii. Direct Investment 

Ownership or credit interests sourced, negotiated, and managed by the managing fund 
advisor, transacting directly with the underlying company or asset sponsor. 

 
iv. Joint Venture 

Shared-ownership arrangements in which governance and decision rights are negotiated 
by the managing fund advisor with aligned partners who share operational and financial 
responsibilities. 
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v. Other Structure 
Bespoke arrangements with negotiated ownership, manager roles, and oversight rights, 
executed and monitored by the managing fund advisor under ERS’s delegation 
framework. 

 
2.  

3.2. Objectives 

a. Portfolio Investment Performance Objective 

The performance objective for HiTIP investments is to meet or exceed the ERS Total Fund 
Return Benchmark over the long term for similar or lower levels of risk. HiTIP investments 
should contribute positively to the Total Fund’s risk-adjusted return profile and operate within its 
broader diversification and risk parameters. Staff, in consultation with the managing fund advisor, 
will periodically review benchmark alignment to ensure the program remains consistent with 
Total Fund objectives. Given the nature of private markets, meaningful performance attribution 
typically requires an extended time horizon, defined for this program as five years or 
longer.significant long-term net returns to the ERS investment portfolio, (e.g., after management 
fees and general partner's carried interest) above a benchmark reflecting public market 
alternatives or counterparts plus an appropriate premium to compensate for illiquidity, risk, and 
expense. The return expectation should be tempered, however, given the potential concentration 
of investments within Hawai‘i. The performance objective for private equity investments is a net 
internal rate of return (i.e., dollar-weighted rate of return) of: the MSCI ACWI IMI ND Index 
plus 200 basis points, measured over the life of the partnership or LLC. Staff will periodically 
evaluate the performance benchmark and associated premium. 1 In any case, results of such 
investments may not be meaningful for several years. 

 

b. Diversification of HiTIP Investment Risks 

Diversification supports prudent risk management within HiTIP. The program will consider the 
following dimensions, as appropriate to the opportunity set 

i. Strategy: exposure across multiple private market strategies to balance differing 
sources of return and risk. 

ii. Structure: use of varied investment structures to diversify governance, liquidity, and 
cash-flow characteristics. 

iii. Economic Exposures: diversification across differing drivers of value creation, while 
recognizing the program’s inherent Hawai‘i linkage. 

iv. Scale: appropriate variation in investment size determined by opportunity quality, 
risk profile, and Total Fund alignment. 

i.v. Time: consistent pacing of commitments to reduce vintage concentration and avoid 
market timing. 

Diversification helps to minimize risk in the HiTIP's investments and the following types of 
diversification should be considered, including, but not limited to: 

ii. Stage 

 
1 ERS changed the private equity benchmark from the Russell 3000 Index plus 350 basis points effective 10/1/2014. 
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Diversify investments throughout the various stages from early stage through later 
stage financing. 

v. Industry Sectors 
Investments will be diversified across industries, subject to the investment 
opportunities and the discretion, within the parameters of the partnership/LLC 
agreements, of the general partners/managers retained. 

vii. Size of Investments 
Investments will be diversified among a range of partnerships/LLCs of varying sizes, 
generally with a minimum commitment size of $1 million but with an ERS ownership 
percentage usually at or below one-third of the total fund. 

ix. Geographical 
The HiTIP, by statute, will be biased toward Hawaiian companies and/or concentrated 
within the State; this risk cannot be diversified away and may be significant. While 
such a geographic bias is likely to exist, there is a reasonable likelihood that the 
business mix of the underlying companies could be global in nature, offsetting the 
above-referenced lack of geographic diversification. 

xi. Time 
The HiTIP will endeavor to invest in a consistent manner over time and shall not seek 
to “time the market.” 

m. Total Private Equity Portfolio Diversification 

Correlation of the HiTIP's investment return to other private equity segments is expected to be 
relatively low, and the inclusion of this component should, therefore, provide an added measure 
of diversification to the broader ERS private equity program. 

o.c. HiTIP Program Size – Prudent Level of Investment 

Act 260, requires ERS to “develop criteria to determine the amount of funds that may be 
prudently invested in Hawai‘i private placement investments.”  Consistent with this requirement, 
the Board will set an overall program size for HiTIP based on its fiduciary duty, the Total Fund’s 
risk and return parameters, and the opportunity set available across private markets. Staff, in 
consultation with the managing fund advisor, will periodically evaluate market conditions in 
Hawai‘i and recommend adjustments to the program’s scale as needed. This approach ensures 
that HiTIP remains aligned with statutory intent while maintaining flexibility to adapt to evolving 
economic conditions and the broader objectives of the Total Fund.To meet this requirement, the 
ERS relied upon an independent third-party analysis of Hawai‘i private equity investment trends, 
published in January 2008 by the Hawai‘i Institute for Public Affairs (HIPA), a nonpartisan 
research institute focusing on key Hawaiian economic trends. The analysis, entitled Venture 
Capital in Hawai‘i – An assessment of Market Opportunities, proved to be a foundational study 
on private equity capital formation within the State. Over the years, other reports have generally 
confirmed the findings of the HIPA report.2 

 

d. Key Performance Indicators 

 
2 See, for example, Hawaii Innovation Assets Report, 2015-2015, commissioned by the Hawaii Business Roundtable; 

#STARTUPPARADISE, Stafford Capital Partners, June 2016. 



EMPLOYEES’ RETIREMENT SYSTEM OF THE STATE OF HAWAII  -  INVESTMENT POLICY  

 

SECTION E  PAGE  |  8 
 
 

To support the strategic direction of HiTIP, the program will be evaluated against a defined set 
of key performance indicators. These indicators clarify the program’s contribution to the Total 
Fund, reflect its Hawai‘i linkage, and provide a consistent framework for Board and Staff 
oversight at the appropriate fiduciary level. For purposes of this policy, key performance 
indicators will be defined as follow, in order of priority:  

(i) Financial Returns: Achievement of competitive, long-term net returns that meet 
or exceed the ERS Total Fund Return Benchmark for similar or lower levels of 
risk. Returns remain the primary measure of success across strategies and 
structures. 

(ii) Hawai‘i Economic Contribution: Evidence of meaningful Hawai‘i linkage, 
including the degree to which investments support local economic activity, 
expand private capital availability in the state, or contribute to business formation 
and growth across islands. 

(iii) Sustainability and Social Impact: Alignment with environmental resilience, food 
and energy security, community well-being, or other long-term social benefits 
that complement financial and economic objectives without superseding them. 

e. Standards 

vi. Types of Allowable Investments 

The applicable State statute (Section 88-119, HRS) allows for a wide array of 
investment vehicles. ERS private equity investment policies allow investments in 
limited partnership LLC vehicles without prior Board approval. 
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vii. Prudent Investor Standard 

The selection of HiTIP investment vehicles will be guided by the care, skill and 
diligence that a prudent investor acting in a similar capacity and familiar with such 
investments would use in managing and investing a similar account. Investments 
should be expected to enhance the expected risk-adjusted investment returns of the 
broader ERS investment portfolio. 

viii. Negotiated Terms 

Terms, such as preferred returns, lower fee structures, and profit splits should be 
negotiated where prudent, adhering to best practices within the institutional investment 
community. All agreements are subject to the satisfactory negotiation of terms by the 
managing fund-of-funds advisor. 

f. Review and Modification of Investment Policy Statement 

The Board may review this policy statement and procedures from time to time to determine if 
the Board deems modifications to be necessary or desirable.  
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One important condition for any private equity program to deliver its expected return 
objective is that the market(s) it serve(s) have an imbalance of supply and demand 
for private equity capital. Specifically, if the expected amount of capital available for 
investment is less than the expected amount of capital required, then a “funding gap” 
is said to exist. Such a funding gap can cause investor capital to be marginally more 
attractive, allowing investors to seek incrementally higher returns. The larger the 
funding gap, the broader the investment choices and the lower the competition among 
investors placing capital in the marketplace. 

The HIPA report found that a modest private equity funding gap exists in Hawai‘i. 
Based on a review of the report’s figures by the ERS’s general investment consultant, 
the annual expected funding gap falls in a range of ~$5 million to ~$45 million. In 
order to increase the probability of the HiTIP’s successfully meeting its objectives, 
ERS’s general investment consultant recommended that the HiTIP fund only a 
fraction of the expected funding gap, to a maximum of 50%, to bring more flexibility 
and higher returns to the program, and a minimum of 25%, to attract a sufficient 
number of vendors to compete for the opportunity to manage a Hawai‘i-oriented 
private equity program with a focus on venture capital and other growth-oriented 
opportunities.  

E.3. PROCEDURES 

1. Procedures and Standards  

1. General Procedures 

i. The ERS, with assistance from consultants, as requested, will seek, identify, and screen 
appropriate managing fund-of-funds advisors that exhibit (i) expertise in structuring 
successful long-term targeted investment programs, (ii) sufficient resources to screen, 
analyze, and conduct due diligence on a wide array of private market 
opportunitiesequity partnerships (and/or LLCs), and (iii) a willingness to commit 
significant resources to Hawai‘i-focused private market equity investment. 

ii. The ERS, with assistance from consultants, as requested, will select an appropriate 
managing fund advisor to execute the HiTIP investment program. The advisor will be 
responsible for developing and implementing a long-term investment strategy that 
aligns with the Total Fund’s risk-adjusted return objectives and incorporates 
opportunities with meaningful Hawai‘i linkage. In carrying out this mandate, the 
managing fund advisor will be expected to maintain a disciplined sourcing approach, 
assess private market opportunities across multiple risk and strategy types, and build 
relationships that enhance access to high-quality Hawai‘i-connected investments.Key 
aspects of the program are (i) identifying partnerships or partnership groups (or LLCs) 
that are focused on, emphasize, or have made material investment allocations to the 
greater-Hawai‘i economy, (ii) developing a long-term investment strategy and/or 
business plan that places high priority on committing material amounts of capital to 
Hawai‘i businesses, and (iii) establishing and fostering a growing private equity 
network within Hawai‘i. 
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iii. The managing fund-of-funds advisor will source and evaluate prospective investment 
vehicles and conduct full due diligence (including investment, legal, and operational 
due diligence) on prospective investments. Following its analysis, the managing fund 
advisor will determine whether an investment should be pursued in accordance with 
its delegated authority and the parameters of this policy. Upon satisfactory due 
diligence and legal reviews, the managing fund advisor will authorize commitments in 
accordance with its delegated authority.  Commitments will be made to investments 
where ERS holds an economic interest in a vehicle that is managed by an external 
general partner, lead manager, or managing member.  identify promising investment 
vehicles and conduct full due diligence (including legal due diligence) on prospective 
investments. Upon completion of its due diligence, the fund-of-funds advisor will 
evaluate the investment vehicle and determine whether the investment should be 
pursued. 

iv. Direct investments into portfolio company co-investments are not allowed without first 
making the appropriate changes to this policy. 

iv. Upon satisfactory due diligence and legal reviews, the managing fund-of-funds advisor 
will, on behalf of the Board, authorize a commitments, in accordance with its delegated 
authority. Commitments will be made to investments  to a specific partnership, LLC, 
where ERS holds an economic interest in a vehicle that is managed by a general 
partner, the managing fund advisor or other managing partnersmember. 

v.  
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v. At least annually, the fund-of-funds advisor will provide a written report to the Board 
containing a summary of the approved investment vehicles since the last report. The 
summary may include: a description of the general partner's/manager’s background, 
historical performance, and organization; the proposed investment strategy; the terms 
of the investment; the expected rate of return; the merits of the investment; issues and 
concerns surrounding the investment and how they were resolved; and issues and 
provisions that were subject to negotiation. The managing fund advisor will provide 
ERS Staff with written reports on HiTIP activity at a frequency no less than quarterly, 
for ongoing internal analysis. 

vi. ERS Staff will review these materials and present an annual update to the Board 
summarizing program activity, commitments made, portfolio positioning, 
performance, and any material developments since the prior review. 

 

p. Selection Criteria – External General Partners/Managers 

i. The HiTIP’s fund-of-funds advisor will generally invest with partnership (or LLC) 
groups with prior investment management experience. Primary emphasis will be on 
the quality and experience of the individuals who manage the investments. It is 
expected that the fund-of-funds advisor will conduct sufficient due diligence to address 
and examine the criteria for selection outlined in this section. The fund-of-funds 
advisor will provide a summary due diligence report to Investment Staff for each 
partnership commitment. 

ii. Additional criteria to be considered shall include: 

1. A well-developed investment focus that meets the HiTIP's objectives, and a 
favorable assessment of the proposed investment's strategy and market conditions; 

2. Relevant investment experience of partners/managers and key staff, individually 
and as a team, as well as their stability; 

3. Organizational depth and significant time commitment to the investment vehicle; 

4. Well-structured decision-making and transaction execution processes, including: 

• deal flow and initial analysis of portfolio investments, 

• pricing, selection and negotiation of portfolio investments, 

• financial structuring of portfolio investments, 

• management or oversight of portfolio companies, 

• development of exit strategies; 

5. Consideration of relevant issues, such as conflicts of interest and alignment of 
interests, among others; 

6. Experience in, and a demonstrated record of, successful prior investments; 

7. Appropriate proposed terms and structure for the investment. 

8. Meaningful capital commitments by the partners/managers. 

q. Standards 

i. Types of Allowable Investments 
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The applicable State statute (Section 88-119, HRS) allows for a wide array of 
investment vehicles. ERS private equity investment policies allow investments in 
limited partnership LLC vehicles without prior Board approval. 
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ii. Prudent Investor Standard 

The selection of HiTIP investment vehicles will be guided by the care, skill and 
diligence that a prudent investor acting in a similar capacity and familiar with such 
investments would use in managing and investing a similar account. Investments 
should be expected to enhance the expected risk-adjusted investment returns of the 
broader ERS investment portfolio. 

iii. Negotiated Terms 

Terms, such as preferred returns, lower fee structures, and profit splits should be 
negotiated where prudent, adhering to best practices within the institutional investment 
community. All agreements are subject to the satisfactory negotiation of terms by the 
fund-of-funds advisor. 

2. Strategy 

a. Allocation 

The HiTIP will be selective and more focused than the current private equity program, and invest 
such assets prudently, and as opportunities become available. Diversification within the HiTIP is 
a consideration, but is extremely limited given the intent of Act 260, which is the primary impetus 
for HiTIP. 

i. Allocation by Fund Type 

An important component of the HiTIP investment strategy is to seek out and invest in 
Hawai‘i-based opportunities. Access to such opportunities may occur through (i) 
partnerships/LLCs that are headquartered in Hawai‘i or (ii) partnerships/LLCs that are 
not located in Hawai‘i, but make or consider investments in Hawai‘i. One framework to 
categorize partnerships is as follows: 

1. Partnerships/LLCs that are Hawai‘i focused – Those partnerships/LLCs that 
invest a significant percentage of their capital locally or have a permanent 
physical and staff presence in Hawai’i. 

2. Partnerships/LLCs that have a Hawai‘i presence – Those partnerships/LLCs 
that spend or make a commitment to spend significant time and resources in 
Hawai’i.  

3. Partnerships/LLCs that are occasional investors – Those partnerships/LLCs 
that  commit to actively seek Hawai’i investments. 

Longer-term, the HiTIP seeks to achieve reasonable and prudent weightings among the 
above fund types, with a clear emphasis on Hawaii-based investments. More specifically, 
the fund-of-funds advisor has agreed to make commitments so that ~15-50% of 
investments will be directed toward Hawai’i focused partnerships depending on the 
availability of attractive opportunities and the remaining ~50-85% of investments will 
reside with partnerships/LLCs that fall under the latter two above categories., Significant 
concentration toward any of the above segments can occur over time as a result of how 
and when opportunities become available and because each HiTIP investment will likely 
not be fungible and/or exhibit low levels of liquidity.  
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ii. Method of Participation 

The HiTIP will consider well-established investment vehicles as well as new and smaller 
investment vehicles. To the extent possible, partnerships and/or LLCs shall be structured 
to create an alignment of interest between the limited partners/passive investors and the 
general partners/managing members. 

iii. Investment Funding 

Partners/managers retained by the HiTIP shall make capital calls during agreed upon 
investment periods in accordance with negotiated agreements. Such requests must be in 
compliance with both fund-of-funds advisor and ERS internal control procedures. 

iv. Investment Liquidations 

Partners/managers shall return capital to the HiTIP through cash distributions, whenever 
possible. Partners/managers shall liquidate any marketable securities before making 
distributions to the HiTIP. In instances where liquidation is not in the best interest of the 
HiTIP, partners/managers may distribute securities with sufficient advance notice to the 
fund-of-funds and Staff. ERS may utilize the fund-of-funds advisor or retain a third party 
manager to liquidate such securities as deemed appropriate by the third party manager, 
generally, within a six-month period. 

Implementation 

Staff Requirements 

Appropriate Investment Staff will be assigned as the workload necessitates. It is expected 
that the retained fund-of-funds advisor will be responsible for much of the day-to-day 
operations of the HiTIP. To gain further insights into the overall due diligence process 
(particularly within the State), Investment Staff may conduct due diligence visits in 
conjunction with, or separate from, the fund-of-funds advisor on specific investment 
opportunities. Such visitations should not impact the advisor’s recommendations and 
implementation activities. 

Legal Counsel 

The fund-of-funds advisor is responsible for obtaining all relevant legal advice for the 
HiTIP investments. 

Contract Execution 

The Board will approve an overall multi-year commitment level to the fund-of-funds 
advisor. The Board will give discretion to the fund-of-funds advisor, acting as a 
fiduciary on behalf of the ERS, to conduct business, financial, and legal due diligence 
on, and then approve commitments to, underlying partnerships/LLCs.   

The fund-of-funds advisor, as general partner or manager of the limited partnership or 
LLC described in D.1, below, is authorized to execute contracts for specific HiTIP 
investments, up to the total commitment level authorized by the Board. 

Fund-of-Funds Advisor Contract 

The fund-of-funds advisor contract shall be structured as a general partner/limited 
partner agreement with a termination date not to exceed twelve years, including 
extension periods. 
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The fund-of-funds agreement shall include a “no-cause” fund-of-funds advisor/general 
partner replacement clause with a maximum 90 day notice period. 

It is the policy of the Board to continuously review all contracts. 

Upon the expiration of the Fund-of-Funds Advisor’s contract, or whenever directed by 
the Board, ERS, with assistance from consultants, as requested, shall undertake and 
complete a search process which shall include the following: 

Identification of those potential fund-of-funds advisor candidates who may reasonably 
be believed to perform those services under examination; 

Directing of proposals which shall include all relevant factors. 

Monitoring 

Reports 

Reports prepared by the HiTIP fund-of-funds advisor will be furnished to the Board 
and Investment Staff, quarterly, on HiTIP activity and performance, and annually in 
an expanded format. 

Underlying general partners/managers shall provide semi-annual reports to the 
fund-of-funds advisor and Investment Staff on investment activity and performance. 
In addition, audited financial statements shall be provided on an annual basis. 

Section 88-119(11), HRS, requires that ERS report annually to the legislature on HiTIP 
investment activity, as well as on any other ERS investments that are located in 
Hawai‘i. As part of the reporting process, ERS is required to report rationale for not 
investing in Hawai‘i venture capital investments. 

Adherence to Strategy 

The actual strategy employed by underlying general partners/managers will be judged 
relative to stated objectives and strategies. Investment Staff and the fund-of-funds 
advisor will interact with the general partners/managers periodically as necessary. It is 
also expected that the fund-of-funds advisor and/or Investment Staff will also attend 
advisory meetings, board meetings, and/or annual investor meetings of the underlying 
partnerships or LLCs, as required (particularly with respect to Hawai‘i-based 
investments), as part of the monitoring process. Given the illiquid nature of these 
investments, however, it is not anticipated that these investments can be exited once a 
commitment is made. 

Review and Modification of Investment Policy Statement 

The Board may review this policy statement and procedures from time to time to 
determine if the Board deems modifications to be necessary or desirable.  
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E.1. INTRODUCTION 

The Hawaii Targeted Investment Program (HiTIP) was created by the Employees’ Retirement System of 
the State of Hawaii (“ERS”) to fulfill the mandate of Act 260, “A Bill For An Act Relating To The 
Innovation Economy” (“Act 260”) passed by the Legislature and signed by the Governor in July 2007. 
The intent of Act 260 is to support investment activity connected to Hawai‘i by encouraging ERS to 
evaluate opportunities across private markets that align with the ERS’s fiduciary duty and risk-adjusted 
return objectives. 

HiTIP shall be treated as a dedicated component of the Total Fund, intended to identify and evaluate private 
market opportunities linked to Hawai‘i across multiple risk types and investment structures. In accordance 
with HRS chapter 88, the Board of Trustees of the ERS (the “Board”) determines the investment policies 
and procedures for all ERS investment activities, including the HiTIP. ERS employees will act as staff 
overseeing HiTIP and its managing fund advisor and report HiTIP activities to the Board, in conjunction 
with the managing fund advisor. In this capacity, ERS investment staff (“Investment Staff”) and/or the 
managing fund advisor may periodically recommend new or updated HiTIP investment policies and 
procedures to the Board for review and comment. HiTIP investment policies and procedures, which are 
attached, reflect the following principles: 

1. The purpose of the HiTIP is to produce competitive risk-adjusted investment returns for the ERS 
investing in opportunities connected to Hawai‘i. While the program may support emerging and growth-
oriented businesses in Hawai‘i, its focus is on identifying investments that meet ERS’s fiduciary 
standards. Broader economic benefits may occur, but they are not the mission of the program. 

2. HiTIP funds will be invested only through a managing fund advisor that has primary responsibility for 
sourcing and underwriting opportunities for the program. Investments may be made through a range of 
private market structures, including funds, co-investments, direct opportunities, or joint ventures, so 
long as they meet ERS’s fiduciary and risk-adjusted return objectives. 

 External managers will exercise discretion within their respective governing agreements, and the managing 
fund advisor will oversee all such managers under its delegated authority. The Board and Investment Staff 
will delegate the selection, retention and monitoring of investment opportunities to a dedicated managing 
fund advisor ERS and the Board will not review or approve individual portfolio-level investment proposals. 
The managing fund advisor will exercise discretion within its delegated authority.   
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E.2. POLICY 

1. General Policy 

The Hawaii Targeted Investment Program (HiTIP) shall operate as a multi-risk private markets vehicle 
that supports diversification and the long-term risk-adjusted return objectives of the Total Fund.  HiTIP 
may evaluate opportunities across private equity, private credit, real assets, infrastructure, agriculture 
and aquaculture, and other alternative strategies where there is a meaningful connection to Hawai‘i and 
a clear alignment with ERS’s fiduciary standards. HiTIP is intended to function as a broad, total-fund 
program that can pursue multiple types of risk and return drivers across the Hawai‘i-linked market 
landscape.  
 
For the purposes of this policy, investment strategies shall be defined as follows:  

a) Private Equity 
Investments in privately negotiated ownership positions where returns are driven by 
operational improvement, strategic growth, and long-term value creation rather than short-
term market pricing. 

 
b) Private Credit 

Privately originated debt or credit exposures where returns are primarily driven by 
contractual income, credit underwriting, and the ability to manage borrower-level risk 
through negotiated protections. 

 
c) Real Assets 

Investments backed by tangible, productive assets where returns are driven by cash yield, 
inflation sensitivity, and the intrinsic value of the underlying asset base. 

 
d) Infrastructure 

Long-duration investments in essential systems where returns are shaped by stable cash 
flows, regulated or contracted revenue, and resilience across economic cycles. 

 
e) Agriculture and Aquaculture 

Investments tied to biological or resource-based production systems where returns are 
influenced by yield, resource productivity, and long-term supply-and-demand 
fundamentals. 

 
f) Other Alternative Strategies 

Private market exposures that provide differentiated sources of return, driven by structural 
inefficiencies, specialized capabilities, or uncorrelated value creation that enhances Total 
Fund diversification. 

 
Investments may be made through various legal structures, to support the long-term growth the 
program, while remaining in compliance with Total Fund strategic objectives. HiTIP may evaluate 
opportunities in funds, co-investments, direct investments, joint ventures, or other structures 
appropriate for the opportunity.  
 
For the purposes of this policy, investment structures shall be defined as follows: 
 

i. Fund Investment  
Pooled vehicles managed by an external general partner with full discretionary authority, 
with the managing fund advisor providing oversight on behalf of ERS. 
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ii. Co-Investment 

Minority positions made alongside a lead manager, where the managing fund advisor 
exercises all investment discretion and oversight. 

 
iii. Direct Investment 

Ownership or credit interests sourced, negotiated, and managed by the managing fund 
advisor, transacting directly with the underlying company or asset sponsor. 

 
iv. Joint Venture 

Shared-ownership arrangements in which governance and decision rights are negotiated 
by the managing fund advisor with aligned partners who share operational and financial 
responsibilities. 

 
v. Other Structure 

Bespoke arrangements with negotiated ownership, manager roles, and oversight rights, 
executed and monitored by the managing fund advisor under ERS’s delegation 
framework. 

 
2. Objectives 

a. Portfolio Investment Performance Objective 

The performance objective for HiTIP investments is to meet or exceed the ERS Total Fund 
Return Benchmark over the long term for similar or lower levels of risk. HiTIP investments 
should contribute positively to the Total Fund’s risk-adjusted return profile and operate within its 
broader diversification and risk parameters. Staff, in consultation with the managing fund advisor, 
will periodically review benchmark alignment to ensure the program remains consistent with 
Total Fund objectives. Given the nature of private markets, meaningful performance attribution 
typically requires an extended time horizon, defined for this program as five years or longer. 

b. Diversification of HiTIP Investment Risks 

Diversification supports prudent risk management within HiTIP. The program will consider the 
following dimensions, as appropriate to the opportunity set 

i. Strategy: exposure across multiple private market strategies to balance differing 
sources of return and risk. 

ii. Structure: use of varied investment structures to diversify governance, liquidity, and 
cash-flow characteristics. 

iii. Economic Exposures: diversification across differing drivers of value creation, while 
recognizing the program’s inherent Hawai‘i linkage. 

iv. Scale: appropriate variation in investment size determined by opportunity quality, 
risk profile, and Total Fund alignment. 

v. Time: consistent pacing of commitments to reduce vintage concentration and avoid 
market timing. 

c. Prudent Level of Investment 

Act 260, requires ERS to “develop criteria to determine the amount of funds that may be 
prudently invested in Hawai‘i private placement investments.”  Consistent with this requirement, 
the Board will set an overall program size for HiTIP based on its fiduciary duty, the Total Fund’s 
risk and return parameters, and the opportunity set available across private markets. Staff, in 
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consultation with the managing fund advisor, will periodically evaluate market conditions in 
Hawai‘i and recommend adjustments to the program’s scale as needed. This approach ensures 
that HiTIP remains aligned with statutory intent while maintaining flexibility to adapt to evolving 
economic conditions and the broader objectives of the Total Fund. 

d. Key Performance Indicators 

To support the strategic direction of HiTIP, the program will be evaluated against a defined set 
of key performance indicators. These indicators clarify the program’s contribution to the Total 
Fund, reflect its Hawai‘i linkage, and provide a consistent framework for Board and Staff 
oversight at the appropriate fiduciary level. For purposes of this policy, key performance 
indicators will be defined as follow, in order of priority:  

(i) Financial Returns: Achievement of competitive, long-term net returns that meet 
or exceed the ERS Total Fund Return Benchmark for similar or lower levels of 
risk. Returns remain the primary measure of success across strategies and 
structures. 

(ii) Hawai‘i Economic Contribution: Evidence of meaningful Hawai‘i linkage, 
including the degree to which investments support local economic activity, 
expand private capital availability in the state, or contribute to business formation 
and growth across islands. 

(iii) Sustainability and Social Impact: Alignment with environmental resilience, food 
and energy security, community well-being, or other long-term social benefits 
that complement financial and economic objectives without superseding them. 

e. Standards 

vi. Types of Allowable Investments 

The applicable State statute (Section 88-119, HRS) allows for a wide array of 
investment vehicles.  

vii. Prudent Investor Standard 

The selection of HiTIP investment vehicles will be guided by the care, skill and 
diligence that a prudent investor acting in a similar capacity and familiar with such 
investments would use in managing and investing a similar account. Investments 
should be expected to enhance the expected risk-adjusted investment returns of the 
broader ERS investment portfolio. 

viii. Negotiated Terms 

Terms, such as preferred returns, lower fee structures, and profit splits should be 
negotiated where prudent, adhering to best practices within the institutional investment 
community. All agreements are subject to the satisfactory negotiation of terms by the 
managing fund advisor. 

f. Review and Modification of Investment Policy Statement 

The Board may review this policy statement and procedures from time to time to determine if 
the Board deems modifications to be necessary or desirable.  
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E.3. PROCEDURES 

1. General Procedures 

i. The ERS, with assistance from consultants, as requested, will seek, identify, and screen 
appropriate managing fund advisor that exhibit (i) expertise in structuring successful 
long-term targeted investment programs, (ii) sufficient resources to screen, analyze, 
and conduct due diligence on a wide array of private market opportunities, and (iii) a 
willingness to commit significant resources to Hawai‘i-focused private market 
investment. 

ii. The ERS, with assistance from consultants, as requested, will select an appropriate 
managing fund advisor to execute the HiTIP investment program. The advisor will be 
responsible for developing and implementing a long-term investment strategy that 
aligns with the Total Fund’s risk-adjusted return objectives and incorporates 
opportunities with meaningful Hawai‘i linkage. In carrying out this mandate, the 
managing fund advisor will be expected to maintain a disciplined sourcing approach, 
assess private market opportunities across multiple risk and strategy types, and build 
relationships that enhance access to high-quality Hawai‘i-connected investments. 

iii. The managing fund advisor will source and evaluate prospective investment vehicles 
and conduct full due diligence (including investment, legal, and operational due 
diligence) on prospective investments. Following its analysis, the managing fund 
advisor will determine whether an investment should be pursued in accordance with 
its delegated authority and the parameters of this policy. Upon satisfactory due 
diligence and legal reviews, the managing fund advisor will authorize commitments in 
accordance with its delegated authority.  Commitments will be made to investments 
where ERS holds an economic interest in a vehicle that is managed by an external 
general partner, lead manager, or managing member.   

iv. Upon satisfactory due diligence and legal reviews, the managing fund advisor will 
authorize commitments, in accordance with its delegated authority. Commitments will 
be made to investments where ERS holds an economic interest in a vehicle that is 
managed by a general partner, the managing fund advisor or other managing partners. 

v. The managing fund advisor will provide ERS Staff with written reports on HiTIP 
activity at a frequency no less than quarterly, for ongoing internal analysis. 

vi. ERS Staff will review these materials and present an annual update to the Board 
summarizing program activity, commitments made, portfolio positioning, 
performance, and any material developments since the prior review. 
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Executive Summary

→ This presentation seeks to accomplish three items:

1. Brief recap of current Total Fund benchmark history

2. Review of current Total Fund benchmark construction

3. Discussion/confirmation of benchmark suitability going forward

→ Conclusion: Meketa and ERS Staff believe the asset class and Total Fund benchmarks are well-
designed and do not recommend any changes at this time.

Introduction
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Long-term Policy Portfolio

Asset-Liability Results and Corresponding Benchmarks

→ In June 2023, the ERS Board adopted a new long-term policy portfolio.

→ In August 2023, the ERS Board approved the new asset class and Total Fund benchmarks.

→On January 1, 2024, the new policy structure and associated benchmarks went into effect.

Long-term Asset Class 
Policy Weight Corresponding Benchmark

Global Equity
Public Equity 20% MSCI ACWI IMI

Private Equity 19% MSCI ACWI IMI (qtr lag)

Global Credit
Liquid Credit 4%

Bloomberg Global High Yield Index (hedged)
S&P LSTA Leveraged Loan 100 Index

Private Credit 8%
Bloomberg Global High Yield Index (qtr lag) (hedged)

S&P LSTA Leveraged Loan 100 Index (qtr lag)

Real Assets

Real Estate 9% FTSE EPRA NAREIT Global REITS Index GD (qtr lag)

Infrastructure 7% Dow Jones Brookfield Global Infrastructure Index (qtr lag)

Timberland and Agriculture 3%
S&P Global Timber & Forestry Index (qtr lag)

S&P GSCI Agriculture Index (qtr lag)

Liquid Defensive

Systematic Trend Following 8% Mount Lucas Global Index EV 15 Vol

Long US Treasuries 4% Bloomberg US Treasury: Long Index

Intermediate Duration 
Government Bonds

14% Bloomberg US Treasury: Intermediate Index

Diversifying --- ---

Illiquid Diversifying Reinsurance/similar 4% Swiss Re Global Catastrophe Bonds Index (hedged)
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Overview of 1/1/24 Benchmark Changes

→ Policy benchmark now reflects the following:

• Better alignment between benchmarks and betas/market risks of corresponding asset classes

• Improved investability (i.e., opportunity cost and/or alternative implementation)

• Elimination of artificial illiquidity premiums (e.g., + 2%)

• Elimination of “riskless” indices (e.g., 90-day T-Bill)

→ Reasoning :

• Better reflection of Board-directed market risk (as an outcome of A/L study)

• Improved ability to measure/attribute performance between policy and implementation

• More streamlined structure reduces complexity

• Stronger fulfillment of “ideal” benchmark characteristics

Benchmark Changes
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Benchmark Characteristics

→ Bailey Criteria1:

• Unambiguous – well-defined identities and weights;

• Investable – one can own the benchmark’s constituents;

• Measurable – can calculate performance at reasonable intervals;

• Appropriate – consistent with the investment approach/style;

• Reflective of current investment options – representative of the segment; and

• Specified in advance – constructed before evaluation period.

→ Other example characteristics

• Accessible - difficult-to-produce benchmarks should be avoided;

• Transparent – understandable constituency of the benchmark;

• Independent – a manager’s performance should not impact the benchmark return; and

• Relevant – correlation between a portfolio and a benchmark influences its relevance but is not
sufficient due to potential spurious relationships.

Overview of Benchmarking

1 The Bailey Criteria: Financial Analysts Journal, CFA Institute, 1992.
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Future Changes and Conclusion

→ Meketa and ERS Staff continually review the ERS’s effective benchmarks, the broader universe 
of potential benchmarks, as well as industry trends/practices.

→ Future benchmark modifications may occur for several reasons: 1) Board-directed asset 
allocation changes, 2) Changes to existing benchmark constructs (including data issues/costs) 
and/or new benchmark availability, and 3) Alterations in benchmarking philosophy by the ERS 
or in accordance with changes in industry best practices.

→ Meketa and ERS Staff believe that the ERS’s current benchmarks remain appropriate for the 
ERS Total Portfolio and corresponding asset classes, and thus no changes are proposed. 

→ Benchmark reviews will continue to occur on a recurring basis with potential changes proposed  
to the ERS Board/IC when appropriate.

→ ERS will be conducting an asset-liability study in 2026 which may result in recommendations for 
benchmark modifications upon the conclusion of the study.

Future Changes
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Important Notice

The information contained herein is confidential and intended for the sole use of the Employees’ Retirement System of the 
State of Hawaii. All information is subject to market fluctuations and economic events, which will impact future 
recommendations and investment decisions. These contents are proprietary Information of Meketa Investment Group (“MIG”) 
and may not be reproduced or disseminated in whole or part without prior written consent. This report has been prepared 
solely for informational purposes and no part is to be construed as a recommendation or an offer to buy or sell or a 
solicitation of an offer to buy or sell any security or to participate in any investment strategy. 

All information including, but not limited to, MIG’s investment views, returns or performance, risk analysis, sample trade plans, 
idea filtration process, benchmarks, investment process, investment strategies, risk management, market opportunity, 
representative strategies, portfolio construction, capitalizations, expectations, targets, parameters, guidelines, and positions 
may involve our views, estimates, assumptions, facts and information from other sources that are believed to be accurate and 
reliable and are as of the date this information is presented—any of which may change without notice. We have no obligation 
(express or implied) to update any or all of the Information or to advise you of any changes; nor do we make any express or 
implied warranties or representations as to the completeness or accuracy or accept responsibility for errors. This information 
is for illustrative purposes only and does not constitute an exhaustive explanation of the investment process, investment 
allocation strategies or risk management.

All performance and risk targets contained herein are subject to revision by MIG and are provided solely as a guide to 
current expectations. There can be no assurance that any investment or other product described herein will achieve any 
targets or that there will be any return on capital. Past performance is not indicative of future results. MIG does not provide 
tax advice. Accordingly, any discussion of U.S. tax matters contained herein is not intended or written to be used, and cannot 
be used, in connection with the promotion, marketing or recommendation by anyone unaffiliated with MIG of any of the 
matters addressed herein or for the purpose of avoiding U.S. tax-related penalties.

Certain information contained in this document constitutes "forward-looking statements," which can be identified by the use of 
forward-looking terminology such as "may", "will", "should", "expect", "anticipate", "target", "project", "estimate", "intend", 
"continue" or "believe" or the negatives thereof or other variations thereon or comparable terminology. Due to various risks 
and uncertainties, actual events or results or the actual performance of the Funds and investments may differ materially from 
those reflected or contemplated in such forward-looking statements.”
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Introduction

→ In November 2023, the ERS received education on “Total Portfolio Liquidity” and approved a
minimum allocation for liquidity purposes – defined as 5% of the Total Portfolio in Tier 1 assets.

• The list/definitions of tiers is provided later in this presentation.

→ In November 2024, the first annual review was presented that included liquidity detail for Jan
2024 – Sept 2024. Additionally, the 5% minimum for calendar year 2025 was reaffirmed.

→ This presentation seeks to quickly review the process that was used to determine the liquidity
minimum as well as the historical amounts of Tier 1 assets held by the ERS in 2025 YTD (as of 10/31).

→ Additionally, this presentation concludes with liquidity guidance for calendar year 2026.

Introduction
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Liquidity for Public Pensions

→ The liquidity needs of public pensions are different than other investors:

• Consistent benefit payment outflows.

• For the average public pension of similar size as the ERS, benefit payment outflows exceed contribution
inflows (average peer is roughly -2.5%* for net cash flow as a percent of the total portfolio).

• Private markets capital calls.

• For certain closed systems, the portfolio may not have any contributions and will eventually
be entirely liquidated.

→ Additionally, liquidity is important from an investment perspective in order to rebalance and take
advantage of investment opportunities.

Liquidity Needs

*Source: Boston College Center for Retirement Research
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Liquidity Tiers

→ Investments can often be classified into liquidity tiers/categories.

Liquidity Tiers

Tier 1

Tier 2

Tier 3

Tier 4

- Assets with either low-to-moderate volatility or a negative equity beta.
- Must be accessible within days.

- Ex: cash, short-to-intermediate Treasuries, long volatility strategies, etc.

- Assets that are expected to be uncorrelated to public equity but exhibit 
one or more of the following characteristics:

- High volatility (i.e., 10% or more annual standard deviation).
- Liquidity that isn’t accessible for one month or more.

- Ex: systematic trend following, liquidity restricted commingled funds, etc.

- Assets that are liquid (days-to-weeks) but with high correlations to public 
equity.

- Ex: public equity, public credit, public real assets, etc.

- Illiquid assets/private markets.

- Ex: private equity, private credit, private real assets, etc.
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Methodology for Determining Tier 1 Minimum

→ The ERS conducts a comprehensive evaluation of the total portfolio’s ability to meet liquidity 
requirements over long-horizons during asset-liability studies (conducted every 3-5 years).

• Liquidity requirements typically include projected benefit payments over a ~20-year horizon 
and private markets commitments/distributions over the first five years (with cash flow 
neutrality assumed thereafter).

→ Moreover, portfolios are examined under severe liquidity stress tests in order to evaluate the 
ERS’s ability to meet liquidity requirements.

→ As it relates to methods for determining a Tier 1 minimum, there is no industry standard.

→ Meketa and ERS Staff examined expectations for portfolio drawdown lengths and determined the 
amount of Tier 1 assets required to meet liquidity needs during such drawdowns.

• This is where the 5% minimum (i.e., ~2.5 years of net cash outflows) came from.

• Moreover, Meketa and ERS Staff have examined updated actuarial projections and private 
markets pacing plans.

Methodology



MEKETA INVESTMENT GROUP

Employees’ Retirement System of the State of Hawaii

6

ERS Tier 1 Assets – 2025 YTD through 10/31

→ ERS has maintained sufficient exposure in Tier 1 assets throughout 2025 – well above the 5% 
minimum (i.e., ~10-12% of Total Portfolio throughout the year).

→ During the volatile Q2 period, the overall allocation to Cash was increased (as previously 
discussed with the Board/IC).

• The Cash allocation is currently declining as ERS Staff deploys for mandates and capital calls.

ERS – 2025 YTD Experience

*Other Tier 1 assets are long volatility strategies.
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Conclusion

Conclusion 

→ Mature public pension systems require an explicit consideration of liquidity.

→ Liquidity is a multifaceted attribute, and it is important to examine each asset class’s liquidity 
under periods of market stress.

→ During periods of market stress, liquidity should primarily be accessed from asset classes 
exhibiting stable/improving values and low transaction costs.

• The primary reason why it is not advisable to obtain liquidity from assets experiencing 
drawdowns is because that is the exact time that their forward-looking returns are the most 
attractive.

→ Throughout 2025 YTD, ERS has maintained a high level of exposure in Tier 1 assets that well 
exceeded the 5% minimum.

→ Based on current market values and actuarial projections, Meketa and ERS Staff recommend 
that the 5% minimum remain unchanged for calendar year 2026.
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Important Notice

The information contained herein is confidential and intended for the sole use of the Employees’ Retirement System of the 
State of Hawaii. All information is subject to market fluctuations and economic events, which will impact future 
recommendations and investment decisions. These contents are proprietary Information of Meketa Investment Group (“MIG”) 
and may not be reproduced or disseminated in whole or part without prior written consent. This report has been prepared 
solely for informational purposes and no part is to be construed as a recommendation or an offer to buy or sell or a 
solicitation of an offer to buy or sell any security or to participate in any investment strategy. 

All information including, but not limited to, MIG’s investment views, returns or performance, risk analysis, sample trade plans, 
idea filtration process, benchmarks, investment process, investment strategies, risk management, market opportunity, 
representative strategies, portfolio construction, capitalizations, expectations, targets, parameters, guidelines, and positions 
may involve our views, estimates, assumptions, facts and information from other sources that are believed to be accurate and 
reliable and are as of the date this information is presented—any of which may change without notice. We have no obligation 
(express or implied) to update any or all of the Information or to advise you of any changes; nor do we make any express or 
implied warranties or representations as to the completeness or accuracy or accept responsibility for errors. This information 
is for illustrative purposes only and does not constitute an exhaustive explanation of the investment process, investment 
allocation strategies or risk management.

All performance and risk targets contained herein are subject to revision by MIG and are provided solely as a guide to 
current expectations. There can be no assurance that any investment or other product described herein will achieve any 
targets or that there will be any return on capital. Past performance is not indicative of future results. MIG does not provide 
tax advice. Accordingly, any discussion of U.S. tax matters contained herein is not intended or written to be used, and cannot 
be used, in connection with the promotion, marketing or recommendation by anyone unaffiliated with MIG of any of the 
matters addressed herein or for the purpose of avoiding U.S. tax-related penalties.

Certain information contained in this document constitutes "forward-looking statements," which can be identified by the use of 
forward-looking terminology such as "may", "will", "should", "expect", "anticipate", "target", "project", "estimate", "intend", 
"continue" or "believe" or the negatives thereof or other variations thereon or comparable terminology. Due to various risks 
and uncertainties, actual events or results or the actual performance of the Funds and investments may differ materially from 
those reflected or contemplated in such forward-looking statements.”
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MINUTES OF THE INVESTMENT COMMITTEE OF THE 
BOARD OF TRUSTEES OF THE EMPLOYEES’ RETIREMENT SYSTEM 

OF THE STATE OF HAWAII 
 

AUGUST 18, 2025 
 

CITY FINANCIAL TOWER 
201 MERCHANT STREET, SUITE 1200 

HONOLULU, HAWAII  96813 
 

  Committee Member 
Trustees present: 
(via teleconference) 
 
 

 Mr. Lance Mizumoto, Chair 
Mr. Bennett Yap, Vice Chair 
Mr. Vince Barfield 
Mr. Emmit Kane 
 

   
Visiting Trustees 
present: 
(via teleconference) 
 
Attorneys present: 
(via teleconference) 

  
None 
 
 
 
Ms. Jenny Nakamoto, Deputy Attorney General 
 

     
  Staff present: 

(City Financial Tower) 
 
 
 
 
 
 
 
 
 
 
 
 
Guest present: 
(via teleconference) 
 

 Ms. Kristin Varela, Chief Investment Officer 
Mr. Anthony Goo, Deputy Chief Investment Officer 
Mr. Aaron Au, Investment Officer – Private Equity  
Ms. Christine Chang, Investment Officer – Diversifying Strategies 
Mr. Andrew Chen, Investment Officer – Credit 
Mr. Ian Wetzel, Investment Officer – Real Assets 
Ms. Lynn Kamimoto – Risk Officer 
Ms. Gerri Konishi, Member Home Loan Assistant 
Ms. Masayo Zabinski, Investment Accountant 
Mr. AJ Senaga, Student Intern 
Ms. Andrea Gaspar, Administrative Assistant 
Ms. Lori Kim, Administrative Assistant 
Ms. Diana Gomes, Administrative Assistant  
 
Mr. Colin Bebee, Meketa Investment Group, Inc. 
Ms. Mika Malone, Meketa Investment Group, Inc. 
Mr. Andrew Betz, Stafford Capital 
 

  Public present: 
(via teleconference) 

 Mr. Joe Ebisa, With Intelligence 
 
 

   
CALL TO ORDER  A quorum being present (Chair Mizumoto, Vice Chair Yap, Trustee 

Kane and Trustee Barfield), Chair Mizumoto called the Investment 
Committee meeting to order at 9:00 a.m. and requested Board members 
to identify themselves and confirm that no other individuals are present 
in the room.  Committee members present confirmed.  Chair Mizumoto 
read the following statement, “Motion to hold the meeting allowing 
Trustees and members of the public to participate by interactive 
conference technology, pursuant to HRS § 92-3.7, with at least one 
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meeting location open to the public that has audiovisual connection.”  
On a motion made by Chair Mizumoto, seconded by Trustee Barfield 
and unanimously carried, the Investment Committee meeting 
commenced. 

   
PUBLIC COMMENT PERIOD  Chair Mizumoto called for both written and public comment.  There was 

no public comment or written testimony submitted. 
 

PRESENTATIONS 
 
• MEKETA INVESTMENT GROUP, 

INC. – TOTAL FUND 
PERFORMANCE REVIEW FOR 
PERIOD ENDING JUNE 30, 2025 

 
 
 
 
 
 
• ROTATING ALTERNATIVE 

ASSET CLASS REVIEW:  
PRIVATE CREDIT PORTFOLIO 
REVIEW FOR PERIOD ENDING 
MARCH 31, 2025 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Mr. Colin Bebee of Meketa Investment Group presented the Total Fund 
Performance Review for period ending June 30, 2025.  Key highlights 
included: 
• The ERS Total Portfolio consistently outperformed the Median 

Public Fund across most time periods and remains ahead of its 
national peer set.   

• The portfolio is designed to produce steady compounding returns 
and has consistently done so since its inception. 

• Risk mitigation practices support the long-term sustainability of the 
Fund.  

• The portfolio’s market value as of June 30, 2025, was $24 billion. 
 

IO Chen presented the details of the score card for Private Credit: 
• Market value stands at $2.9 billion. 
• Asset allocation remains in line with strategic targets. 
• Long-term returns exceed benchmarks. 
• The portfolio is diversified and maintains sufficient liquidity to meet 

capital commitments. 
 
IO Chen and Meketa consultant Ms. Maya Ortiz de Montellano 
presented the Rotating Alternative Asset Class Review for the Private 
Credit ending as of March 31, 2025. 
 
Highlights include: 
• The private credit program began in 2019 and has an 8% target 

allocation; it represented 7.6% of the total assets as of the review 
period. 

• The program targets a 9-11% net IRR and deploys approximately 
$600 million per year. 

• Fund diversification by strategy was reviewed, confirming broad 
exposure across direct lending, multi-strategy, real estate credit, 
opportunistic credit and special situations.  

 
Risk Officer Lynn Kamimoto, Mr. Colin Bebee and Ms. Mika Malone of 
Meketa Investment Group continued the educational session on total-
portfolio risk budgeting.  Key points included: 
• Risk budgeting evaluates   the contribution   of   each asset class to 

overall portfolio risk and serves as an essential oversight tool. 
• Board of Trustee requested an accelerated timeline for 

implementation. 
• The current work focuses on public growth strategies and 

incorporates existing allocation weights and assumptions for other 
asset classes. 

• Meketa and ERS Staff will continue providing updates to the 
Investment Committee.   
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• EDUCATION – RISK BUDGETING 
(CONTINUED) 
 
 
 
 

CIO UPDATE 
 
 
APPROVAL OF MINUTES – JUNE 5, 
2025 

 
 

ENTER EXECUTIVE SESSION 
 
 
 
EXECUTIVE SESSION 
 
 
 
EXECUTIVE SESSION, PURSUANT 
TO HRS § 88-27.5(A)(1), AND HRS § 
92-5(A)(4), TO CONDUCT 
DISCUSSIONS AND 
DELIBERATIONS RELATING TO, 
AND IF APPROPRIATE, TO MAKE A 
DECISION ON INVESTMENTS OR 
PROSPECTIVE INVESTMENTS BY 
THE SYSTEM THAT REQUIRE THE 
CONSIDERATION OF 
INFORMATION OR RECORDS THAT 
ARE EXEMPT FROM DISCLOSURE 
UNDER HRS CHAPTER 92F, 
INCLUDING INFORMATION AND 
RECORDS THAT ARE 
PROPRIETARY INFORMATION OR 
CONFIDENTIAL BUSINESS 
INFORMATION, AND TO CONSULT 
WITH THE BOARD’S ATTORNEYS 
ON QUESTIONS AND ISSUES 
PERTAINING TO THE BOARD’S 
POWERS, DUTIES, PRIVILEGES, 
IMMUNITIES, AND LIABILITIES 
WITH RESPECT TO UPDATES ON 
STATUS OR ISSUES RELATED TO 
CONFIDENTIAL ERS INVESTMENT 
PORTFOLIO UPDATES REGARDING 
CHANGES IN (1) STANLEY CAPITAL 
PARTNERS FUND INVESTMENT 
UPDATE AND (2) INVESTMENT 
OFFICE UPDATES. 
 

• Risk budgeting enhances governance by promoting cost awareness, 
consistent risk frameworks in manager mandates, clear performance 
hurdles, cross-asset accountability, and informed strategic actions.  

• Risk budgeting ultimately provides a strategic framework to guide 
decision-making and strengthen total-portfolio oversight. 

 
CIO Varela informed the Investment Committee that there is nothing 
new to cover.   
 
On a motion made by Trustee Barfield and seconded by Vice Chair Yap, 
and unanimously carried, the Investment Committee approved the 
minutes of June 5, 2025, meeting as presented.  
 
[Before entering Executive Session, Chair Mizumoto read the names of 
all authorized participants.  All unauthorized participants were asked to 
leave the meeting.] 
 
On a motion made by Trustee Barfield, seconded by Vice Chair Yap, 
and unanimously carried, the Investment Committee entered Executive 
Session at 11:11 a.m.   
 
[At the beginning of Executive Session, Chair Mizumoto asked each 
participant individually to confirm no unauthorized person is present or 
able to hear them at their remote locations or via another audio or 
audiovisual connection.  All responded they were by themselves.] 
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APPROVAL OF EXECUTIVE 
SESSION MINUTES – JUNE 5, 2025 

 
 
 
EXIT EXECUTIVE SESSION 
 
 
 
SUMMARY OF EXECUTIVE 
SESSION 
 
 
 
ADJOURNMENT 

 
 

On a motion made by Trustee Barfield, seconded by Vice Chair Yap and 
unanimously carried, the Investment Committee approved the 
confidential Executive Session minutes of the June 5, 2025, as 
presented. 
 
On a motion made by Trustee Barfield, seconded by Vice Chair Yap, 
and unanimously carried, the Investment Committee exited Executive 
Session at 11:44 a.m. 
 
Chair Mizumoto summarized what was discussed in Executive Session: 
• Update on Stanley Capital Partners Fund Investment. 
• Investment office staffing update. 
• Approved Executive Session minutes. 
 
On a motion made by Trustee Barfield, seconded by Vice Chair Yap, 
and unanimously carried, Chair Mizumoto adjourned the meeting at 
11:46 a.m. 
 

 
REDACTED  
SIGNATURE 
 
 
Kristin Varela 
Chief Investment Officer 
KV/dlg 
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