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CALL TO ORDER
	
	[bookmark: _Hlk98833177]A quorum being present (Chair Kane, Vice Chair Blakeney, Trustee Ley and Trustee Louie), Chair Kane called the Investment Committee meeting to order at 10:01 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 Kane 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 meeting location open to the public that has audiovisual connection.”  On a motion made by Chair Kane, seconded by Trustee Louie and unanimously carried, the Investment Committee meeting commenced.

	
	
	

	PUBLIC COMMENT PERIOD
	
	Chair Kane called for both written and public comment.  There was no public comment or written testimony submitted.


	NEW BUSINESS

· DISCUSSION AND ELECTION OF CHAIR AND VICE CHAIR OF THE INVESTMENT COMMITTEE







· REVIEW OF THE INVESTMENT COMMITTEE CHARTER TO INCLUDE INVESTMENT COMMITTEE PERFORMANCE ASSESSMENT, AND REVIEW OF THE PRIOR YEAR’S INVESTMENT COMMITTEE ACTIVITY








PRESENTATIONS

· ADOPTION OF ANNUAL INVESTMENT COMMITTEE WORKPLAN






· MEKETA INVESTMENT GROUP, INC. – TOTAL FUND PERFORMANCE REVIEW FOR PERIOD ENDING DECEMBER 31, 2025













· ROTATING ALTERNATIVE ASSET CLASS REVIEW: DIVERSIFYING STRATEGIES PORTFOLIO REVIEW FOR PERIOD ENDING DECEMBER 31, 2025































· EDUCATION – RISK BUDGETING (CONTINUED)
















CIO UPDATE



APPROVAL OF MINUTES – DECEMBER 3, 2025


ENTER EXECUTIVE SESSION



EXECUTIVE SESSION



EXECUTIVE SESSION, PURSUANT TO HRS § 88-27.5(A)(1), AND 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 CONFIDENTIAL ERS INVESTMENT PORTFOLIO UPDATES REGARDING CHANGES IN (1) ANNUAL INVESTMENT ACTIVITY UPDATE, (2) INVESTMENT OFFICE UPDATES.

APPROVAL OF EXECUTIVE SESSION MINUTES – DECEMBER 3, 2025


EXIT EXECUTIVE SESSION



SUMMARY OF EXECUTIVE SESSION


ADJOURNMENT



	
	

A discussion took place between committee members.  Trustee Blakeney and Trustee Louie nominated Trustee Kane as Chair of the Investment Committee.  Trustee Kane and Trustee Louie nominated Trustee Blakeney as Vice Chair. 

On a motion made by Trustee Louie seconded by Trustee Ley and unanimously carried, the Investment Committee approved the election of Trustee Kane for Chair and Trustee Blakeney for Vice Chair.  Chair Kane thanked the committee for their confidence. 

CIO Varela noted that the Investment Committee Charter provided in the packet was approved in February 2025.  No changes to recommend.  

On a motion made by Trustee Louie, seconded by Vice Chair Blakeney and unanimously carried, the Investment Committee approved the Investment Committee Charter as presented.

CIO Varela presented the Investment Committee Annual Performance Assessment.  The Summary Assessment, presented on page 2, completed all Committee Management, Committee Effectiveness, and Notable Accomplishments over the past year.

On a motion made by Trustee Louie, seconded by Trustee Ley and unanimously carried, the Investment Committee approved the Annual Performance Assessment as presented.



The Annual Workplan has not changed from last year and subject to modifications at the discretion of the committee.  This document outlines the goals and initiatives for the upcoming year.  

On a motion made by Vice Chair Blakeney, seconded by Trustee Louie and unanimously carried, the Investment Committee approved the Annual Investment Committee Workplan as presented.

Ms. Mika Malone of Meketa Investment Group presented the Total Fund Performance Review for period ending December 31, 2025.  2025 was a strong year for risk assets.  With the weaker dollar, stocks outside the US performed significantly stronger than stocks inside the US.  Bonds were also strong for the year, driven by stable inflation across the period.  ERS portfolio is designed for a steady, compounding rate of return overtime.  Key highlights included:
· The ERS Total Portfolio consistently outperformed the Risk Adjusted Peer Median.  
· The portfolio is designed to produce steady compounding returns and has consistently done so since its inception.
· Risk mitigation is critical to ensure the long-term sustainability and growth of the ERS.
· The ERS Investment Policy Statement defines success as achieving the long-term return needed
· The portfolio’s market value as of December 31, 2025, was $25.6 billion.

CIO Varela presented the Diversifying Strategies Score Card for period ending December 31, 2025:
· Market value stands at $6.79 billion.
· Asset allocation remains in line with strategic targets.
· Long-term returns underperformed the benchmarks.

Man Group consultants Mr. Jonathan Daffron, and Mr. Adam Singleton presented the Rotating Alternative Asset Class Review for Diversifying Strategies ending as of December 31, 2025.

The role of Diversifying Strategies in the portfolio is to provide a balance for the total portfolio providing a steady capital, especially when markets are falling and meant to perform differently from global assets.  The goal is to have a solid balance in the portfolio.  One of the main characteristics in this portion of the portfolio is liquidity and is where the Tier 1 liquidity is held.  This liquidity is a critical part of the portfolio because it can be tapped at any time regardless of the market turmoil to pay members benefits.  It is not meant to beat the stock market but to hold up in times of stress and remain liquid.

Highlights include:
· Diversifying Strategies Scorecard met 6 of 7 metrics.  Market value liquidity, asset allocation, risk (tracking error), long-term appreciation, and defensiveness & diversification all met expectations.
· Return vs. policy benchmark metric underperformed over the last 12-months, 5-years and since inception periods.
· The Crisis Risk Committee met on April 10, 15 and 22, 2025.
· Gold breached its Crisis Risk Indicator Level of 6.5%, 24 times during the last 12 months driven by geopolitical tensions, weakening dollar, tariff concerns and anticipation of Federal Reserve rate cuts.
· Market Risk breached its Crisis Level driven by equity volitivity following tariff announcements.  

Risk Officer Lynn Kamimoto, Ms. Mika Malone and Mr. Colin Bebee of Meketa Investment Group continued the educational session on total-portfolio risk budgeting.  Key points included:
· Risk budgeting provides a strategic framework to guide decision-making and strengthen total-portfolio oversight.
· Active Risk Budget – most of the Total Portfolio and Board Growth active risk derived from weighting-illiquidity.  For Diversifying Strategies, most of the active risk is from weighting-structure.
· Reporting and Tools – including operational implementation and risk limits breach curing options.
· Total Portfolio Active Risk (ex-ante) Budget proposed at 1-4%.  ERS is trending at the upper range of this budget.

On a motion made by Vice Chair Blakeney and seconded by Trustee Ley, and unanimously carried, the Investment Committee approved the Active Risk Budget of 1-4% tracking error, as presented. 

CIO Varela informed the Investment Committee that there are no updates to report.  The Annual Investment Activity Update is deferred to the May meeting. 

On a motion made by Trustee Ley and seconded by Trustee Louie, and unanimously carried, the Investment Committee approved the minutes of December 3, 2025 meeting, with modifications. 

[Before entering Executive Session, Chair Kane read the names of all authorized participants.  All unauthorized participants were asked to leave the meeting.]

On a motion made by Trustee Ley, seconded by Trustee Louie, and unanimously carried, the Investment Committee entered Executive Session at 11:45 a.m.  

[Chair Kane identified all the participants in Executive Session, the Board staff members, Deputy Attorney General, and Guests are listed on Executive Session Minutes]

(Public participation was paused as Executive Session was conducted in a separate virtual room.)
























On a motion made by Trustee Ley, seconded by Trustee Louie and unanimously carried, the Investment Committee approved the confidential Executive Session minutes of the December 3, 2025, with modifications.

On a motion made by Trustee Ley, seconded by Trustee Louie, and unanimously carried, the Investment Committee exited Executive Session at 11:47 a.m.

Chair Kane summarized what was discussed in Executive Session:
· Approved Executive Session minutes of December 3, 2025.
· Annual Investment Activity Update deferred to May.

On a motion made by Trustee Ley, seconded by Trustee Louie, and unanimously carried, Chair Kane adjourned the meeting at 12:01 p.m.
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