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COMPTROLLER’S 
INVESTMENT ADVISORY BOARD MEETING 

Wednesday, July 7, 2021 
Minutes 

 
 
The Comptroller’s Investment Advisory Board (the “Board”) met at 10:00 a.m. on Wednesday, July 7, 
2021, via a Teams virtual meeting due to COVID-19 restrictions.  
 
Board Members (“The Board”) Present 

Comptroller Glenn Hegar, Laurie Dotter, Jim Hille, Adolpho Telles, Sam Vinson and Ben Wall. 
 
Board Members Absent  

None. 
 
Comptroller of Public Accounts Staff Presenting 

Comptroller Glenn Hegar. 
 
Texas Treasury Safekeeping Trust Company (“Trust Company”) Executive Staff, Staff Presenters 
and Facilitators. 

Mike Reissig, Chief Executive Officer (“CEO”); Anca Ion, Deputy Chief Investment Officer; Genoveva 
Minjares, Chief Financial Officer (“CFO”); Whitney Blanton, General Counsel; Eduardo “Lalo” Torres, 
Portfolio Manager; Bradley Davis, Sr. Portfolio Manager; Adam Levine, Sr. Portfolio Manager; Chad 
Turner, Director of Risk and Quantitative Analytics; Jyoti Gupta, Sr. Portfolio Manager; Michael Leifeste, 
Sr. Portfolio Manager; Jacob Price, Sr. Investment Analyst; Mathew Williams, Sr. Investment Analyst; 
Nora Arredondo, Program Specialist; and Shantel Geeslin, Program Specialist. 
 
Additional Participants 

Roger Willis, Asset Consulting Group (“ACG”).  
 
Call to Order 

Comptroller Glenn Hegar asked Nora Arredondo to call roll. All members were virtually present. 
Comptroller Hegar declared that a quorum was virtually present and called the meeting to order at 
10:00 a.m. 
 
Approval of Minutes of April 27, 2021 Meeting (Tab 1) 

A motion was made by Mr. Adolpho Telles to accept and approve the minutes from the April 27, 2021 
meeting. The motion unanimously approved by the Board. 
 
Annual Review of Comptroller’s Investment Policy (Tab 2)  
 
Mr. Whitney Blanton reported that there were no recommended revisions to the Comptroller’s Investment 
Policy at this time.  
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Economic Outlook, Investment and Review of Treasury Pool (Tab 3) 

Ms. Anca Ion recapped economic market activity for the previous quarter. She reported there were three 
major themes driving recent activity: 1) the continued domestic and global economic rebound 2) rising 
inflation and rising inflation expectations and 3) the central bank policy for both the Federal Reserve (the 
“Fed”) and for global central banks.  

June was eventful for fixed income. The ten-year high reached a high of 175 basis points and rallied 
approximately 30 basis points unexpectedly and reached a low of 130 basis points yesterday. 
Simultaneously, the front-end of the yield curve moved higher, the two-year got as high as nearly 30 basis 
points, which led to the flattening of the yield curve. The two to ten-year treasury is approximately 110 
basis points and is opposite of what has occurred since the last board meeting. Ms. Ion believes the driver 
of this dynamic market was two take-aways from the Federal Open Market Committee meeting in June. 
The first being that the median dot for 2023 has two hikes now. The second take-away is that the Fed 
Chairman Jerome Powell, began conversation regarding tapering bond purchases. The consensus about the 
tapered timeline is that the Fed will announce it sometime at the end of 2021 and will begin to taper at the 
beginning of 2022. Ms. Ion expects this to continue for about a year, during which time the Fed will not 
increase the balance sheet but will maintain the balance sheet they have by reinvesting the maturities of the 
summer portfolio. The Fed balance sheet continued to grow and is currently approximately $8 trillion.  

Ms. Ion reported that the unemployment rate was unexpectedly high at 5.9%, higher than the previous 
month. The Fed’s long-term objective is 4.5%. Short-term unemployment has significantly been decreasing. 
Ms. Ion reported that the Consumer Price Index (“CPI”) reported in June for May was approximately 5%. 
Core CPI was the highest since 1992 at 3.8%. Core inflation accelerated almost entirely due to 
transportation. Housing experienced the largest appreciation since the ’80s. Retail sales saw peaks and 
valleys with the receipt of stimulus and spending.  

Ms. Ion reviewed the portfolio strategy for the Treasury Pool and reported that the yield was approximately 
31-32 basis points and the balance was the highest it’s ever been at $52 billion and stimulus funds are 
expected any day. She expects the balance to reach approximately $70 billion. Ms. Ion explained that the 
Fed raised the interest on excess reserve and the reverse repo rate which brought the front-end of the yield 
curve higher. Corporate spreads continued to get tighter, 6-10 basis points in the one to three-year space 
and corporate earnings were strong. She also reported that asset-backed spreads were getting tighter. 
Overall, consumers did not increase debt over 2020 or the first quarter of 2021and their higher net worth 
has been increasing. Despite record highs on nominal spreads in mortgages and some coupon trading with 
a negative option-adjusted spread, mortgages underperformed treasuries for the year.  

Ms. Ion believes the market environment will continue to stay the course. She believes that tapering is a 
potential risk, not only by the Fed but also globally. The Bank of China is already curbing credit growth. 
She also sees the Delta variant as a risk to the market. She explained that some duration to the tune of  
3-3.5 years was added the portfolio to help add up to 50 basis points. Ms. Ion stated that in this challenging 
market environment she believes the portfolio is positioned accordingly.  

 
Capital Markets Overview and Investment Performance Review for the Quarter Ending March 31, 
2021, and Related Matters (Tab 4)  

Mr. Roger Willis of ACG presented ACG’s view of the economy and market environment. He stated that 
during this economic crisis and low interest rate environment, ACG remains focused on planning, modeling 
and accessing risk, while also not relinquishing the overarching objective to grow the portfolio and generate 
returns in excess of inflation and spending. He presented a capital markets overview and explained in the 
small cap sector there was much recovery in the first quarter followed by an ongoing recovery in the second 
quarter. Generally, commodities, large and small cap U.S. were leading year-to-date, with strong returns in 
excess of what ACG anticipated. He explained that although there was a negative return for the quarter in 
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U.S. Agg, there was a big move in the core bond world, which the Endowment portfolio is well positioned 
for being short duration and overweight to credit. Overall, there were good returns from risk assets. ACG’s 
view going forward is multi-faceted. They believe the pandemic will be key and as it recedes and economies 
reopen, monetary and fiscal policies will likely remain supportive into 2023. ACG believes labor markets 
and price (inflation) are strengthening but remain disrupted. Also, while risk assets remain near all-time 
highs, short-term volatility can be expected. ACG encourages Trust Company staff to adhere to the broad 
strategic plan. Valuations are stretched across asset classes, equities are high, rates are low and spreads are 
tight. There is not an easy area of the market to exploit excess returns while being aware of the risks. Mr. 
Willis explained that the global economy is expected to rebound in 2021 with China and U.S. leading and 
expected growth to be approximately 8-9%. In the years following Oxford Economics estimates that U.S. 
economic growth would slow to 1.9% and 1.5% in 2023 and 2024 and globally growth would slow to 
approximately 3%. Over the next decade ACG does not expect a lot of absolute or relative compensation 
for holding fixed income; however, since cash is zero, there must be some deployment into traditional fixed 
and alternative fixed income. ACG expects core bond returns for the next decade will probably be 
somewhere in the 1.5% range and as rates rise so will those returns. Real estate returns are expected to be 
in the vicinity of 5-5.5%. Mr. Willis explained that as PE multiples move higher, interest rates move lower 
and spreads tighten. At some point a level of reversion will occur and preparedness is key, and he believes 
the portfolio is positioned accordingly.  

Mr. Willis reviewed the total portfolio performance summary for the period ending March 31, 2021. He 
reported that the Endowment portfolio had returned approximately 6.2% annualized over the last ten years, 
modestly outperforming the Endowment policy benchmark for the same period and over the five-year 
period the portfolio returned approximately 8.9%. For the quarter the portfolio returned approximately 4.7% 
and modestly underperformed the policy benchmark. The fixed income portion of the portfolio returned 
4.11% for the quarter, outperforming its benchmark by 1.25%. Equity strategies posted returns of 
approximately 40% over the trailing one-year period. Real assets continued to have strong relative results 
longer term, annualizing 1.64% of outperformance over the trailing five-year period. Relative to broad 
market benchmarks, the total portfolio generated 92% of the return with 54% of the risk.  

Mr. Willis reported that the State Water Implementation Fund for Texas (“SWIFT”) portfolio produced a 
rate of return of 2.08% for the quarter ending March 31, 2021, and had an annualized return of 6.32%, 
outperforming its annualized dynamic benchmark by 72 basis points over the five-year period. He noted 
that this portfolio contained more fixed income and less risk than the Endowment portfolio. The fixed 
income portion of the portfolio had a strong first quarter; however, continues to underperform over longer-
term periods. Equity investments slightly underperformed the benchmark but still produced a positive return 
for the quarter and produced strong returns for the one, three, and five-year periods. Real assets continued 
to produce positive returns and outperformed its benchmark for the quarter and one, three, and five-year 
periods. Overall, Mr. Willis believed the return for the SWIFT portfolio has been solid and the portfolio 
generated higher return and similar risk relative to the dynamic benchmark over the past five years. 

Mr. Willis reported that the Texas Economic Stabilization Investment Fund (“TESTIF”) portfolio generated 
slightly higher returns and risk than the dynamic benchmark and slightly lower returns relative to the policy 
benchmark over the past five year. The TESTIF portfolio has three primary objectives: maintain purchasing 
power, earning a return in excess of the cash pool and outperforming the benchmark. For the quarter ending 
March 31, 2021, the portfolio generated -0.02% return. Over the one, three and five-year periods the 
portfolio produced returns of 4.88, 2.99 and 2.73 respectively. Mr. Willis reported that the portfolio had 
several large inflows of funds over the last 12-18 months, so cash remains at a fairly high level. Overall, 
the portfolio did well in a rising rate environment. 
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Endowment, SWIFT and TESTIF Portfolio Updates, Current Performance Updates and Related 
Matters (Tab 5) 

Ms. Anca Ion presented an overview of the Endowment portfolio and reported that the portfolio was in 
compliance with its investment policy for the quarter. She noted that for the year the portfolio produced a 
25% return versus the 22% of the policy benchmark. Over the quarter the main contributor to performance 
has been the private equity assets, followed by real estate and global public equity. For the year, the leading 
contributor was hedged equity and global public equity. She explained that although recent performance 
has been encouraging, a long-term perspective should be maintained and caution observed. She reported 
that as of the end of June the Endowment portfolio was $4.9 billion compared to $4.7 billion at the end of 
March. Ms. Ion reviewed the information behind Tab 5 and reported that asset allocations were within the 
investment policy target range. As a result of conversations with the Board relating to alternative fixed 
income at the previous meeting, recommendations from Aksia and ACG have been made to staff. Based on 
these recommendations, revisions to the investment policy will be brought before the Board at the next 
meeting. Ms. Ion continued with a review of actual versus target allocations. Next, she reported the 
portfolio’s liquidity was healthy and approximately 9% is currently in cash.  

Ms. Ion asked the portfolio managers to summarize the information relating to the asset classes.  

Mr. Eduardo Torres spoke on how rapid movement of interest rates occurring in the first quarter of 2021 
resulted in an unusual 62 basis points move in the ten-year treasury. He reported that the Bloomberg 
Barclays Aggregate had its worst performance since 1981 and fell 337 basis points. Investment grade 
corporates, which are correlated to rates, suffered their steepest losses since 2008. Overall, the global fixed 
income asset class was not immune to the absolute negative performance of the move in interest rates; 
however, it did outperform its benchmark because it remained in short duration and had a bias towards 
credit. 

Mr. Brad Davis reviewed the information related to alternative fixed income. A few items to note were the 
4.4% return for the quarter and 22.9% for the twelve-month period. Among relative value strategies, 
specifically as it relates to credit and convertible bonds, this sector was strong and returned 8.6% for the 
quarter. He explained that partial redemptions were placed for strategies that were tremendous performers 
and exceeded their previous highwater mark in an effort for rebalancing. He reported that event driven 
strategies did well and hold a bit less equity than the benchmark. He explained how the portfolio was 
capitalizing on gains such as allocating approximately $20 million to an emerging market manager in 
August when they were down 30% (top-up trade). Since then, that manager has performed as expected. Mr. 
Davis noted that two new strategies were approved thus recreating a baseline of diversified managers each 
sized at 1% or less which allows for a smoother approach. Through time, Mr. Davis expects returns to be 
more than the global fixed income and perhaps a little less than private debt.  

Mr. Jake Price reviewed the private debt asset class. He reported that during the first quarter this asset class 
had some good recovery largely driven by a strong rebound in the distressed sector. Private debt produced 
a 6.1% return for the quarter and during that period the portfolio performed well on an absolute basis, 
though lagged slightly on a benchmark relative basis. Returns on the distressed sector were largely driven 
by the special situations managers as well as strategies with opportunistic mandates in Europe and the U.S. 
Two new strategies were added: 1) middle-market direct lending platform focused on lending to companies 
in need of transitional capital and 2) lending strategy focused on making first and second lien asset-based 
loans to large and mid-cap companies based in North America. These two commitments increased the 
performing exposure percentage of the total portfolio. Mr. Price mentioned that opportunities in private 
credit are robust and expects no shortages of new managers in that space.  

Ms. Jyoti Gupta presented highlights relating to global and hedged equity in the public portfolios, and global 
and venture capital and growth equity within the private portfolios. She reported that in the first quarter the 
active managers made up approximately 1/3 of the assets and were up 9%, while the passive portion of the 
portfolio, which makes up approximately 2/3 of the assets, were in line with the benchmark. The combined 



Comptroller’s Investment Advisory Board Minutes 
July 7, 2021 

performance for global equity was approximately 7% versus the benchmark. From the second quarter of 
2020 until now, the global equity portfolio delivered 63%. Notably the active managers delivered 75%. Ms. 
Gupta explained the rebalancing in this area is also being considered. The small-cap active manager has 
also done well. She expects the gap between global equity performance and the benchmark will continue 
to narrow. Next, she discussed hedged equity which performed effectively in line with the benchmark. The 
hedged portfolio for 2020 was up 23%. Over the previous twelve months of performance, the hedged equity 
portfolio delivered 42% versus the benchmark at 32%. The portfolio was positioned well enough to capture 
the movement seen in the broader market. Ms. Gupta reviewed venture capital and growth equity. 
Previously the Board agreed to increase the private equity target from 10% to 15%. Of the 15%, 7% was in 
venture capital. Eighteen investments were added to the venture capital portfolio and eight were in co-
investments. Ms. Gupta noted the numbers are typically reflective of the prior quarter. 

Mr. Mat Williams reviewed the buyout asset class. Over the three-year period, the private equity buyout is 
annualizing 12%, which is approximately 150 basis points over the benchmark. For the five-years it’s 
annualizing almost 13%. Overall, it was a positive quarter and he is optimistic for the future.  

Mr. Mike Leifeste reported that real estate outperformed in the periods measured and he expects strong 
performance to continue. The industrial sector was the leading performer in real estate. He noted that the 
portfolio was underweight in the retail and hospitality spaces, which was beneficial going into the 
pandemic, and overweight in the industrial space. Single family rentals have also been a leading performer.. 
He noted there was a slight drag in the enhanced real estate sector. Mr. Leifeste explained that some niche 
sectors such as commercial real estate debt, medical office space, senior housing, student housing etc., have 
become a larger part of commercial real estate and he sees opportunities to invest.  

Mr. Adam Levine presented an overview of overlays. He explained that the objective of this program was 
to source leverage at low cost and then deploy a portion of that into assets with low volatility and low 
correlation. The target was to produce enough return to pay for the cost of the leverage and subsequently 
provide a small excess return to the Endowment, in the range of 10-50 basis points annually. He reported 
that for the one, two and three-years ending in March, overlays exceeded those expectations, adding 80, 88 
and 97 basis points respectively. One of the most significant contributors to the performance was from a 
fixed income relative value manager that had annualized returns of approximately 11% since it moved into 
overlays compared to the 6% annualized returns it produced when it was in alternative fixed income. Mr. 
Levine reported that overlays has done a good job protecting in down periods. In the 35-month history (36-
month not yet available), the Endowment policy benchmark had nine down months which returned 
approximately -11.7% and during those same nine months overlays produced a total return of 3.4%.  

Mr. Chad Turner reviewed the Value at Risk (“VaR”) analysis. He explained that the measure of VaR used 
is very stable. He reported that as of March 31, 2021, the VaR was 3.9% and a bit higher than the policy 
VaR of 3.4% but comfortably below the max VaR of 4.2%. The reason our VaR is above our policy VaR 
is that the portfolio is slightly overweight in equity asset classes and slightly underweight in global fixed 
and alternative fixed income. There are some plans in the future to chance those class weights.  

Ms. Ion reviewed the performance table for the Endowment and reported that the portfolio returned 3.55% 
in April and 2.0% in May, which brought the total year-to-date to 10.5%.  

Ms. Ion reviewed the SWIFT portfolio and reported that the portfolio was in compliance with its investment 
policy for the quarter. The portfolio value as of March 31, 2021 was approximately $1.73 billion and 
produced a 2.1% return for the quarter, bringing trailing one-year performance up to 14.1%. She reported 
that all sub-strategy portfolios generated absolute performance with the exception of global fixed income 
due to interest rates. For the quarter the top performing portfolios in SWIFT were global public equity and 
private debt. The portfolio has distributed approximately $772 million cumulatively. Had the portfolio not 
been invested as it is, the estimated value would be approximately $1.2 billion. Had it been invested in the 
benchmark the estimated value would be approximately $1.5 billion. The portfolio produced a 2.07% return 
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for April and 0.47% for May, which brought the total year-to-date to 4.69%. The portfolio remained highly 
liquid and was meeting its investment objectives. 

Ms. Ion reviewed the TESTIF portfolio and reported that it was performing as designed by preserving its 
purchasing power and earning more than inflation. Since inception, the portfolio has returned 2.6% 
annualized, while earning nearly $375 million in excess returns over the Treasury Pool. During the same 
period, the portfolio has earned approximately $150 million over inflation. The portfolio produced a 0.34% 
return for April and 0.16% for May, which brought the total year-to-date to 0.48%. The portfolio remains 
highly liquid with approximately 85% able to be delivered as cash within one month.  

Discussion of Next Meeting and Agenda Items  

No future agenda items were suggested. Comptroller Hegar announced that the next meeting will likely be 
in-person sometime in October. Ms. Arredondo will contact the Board.  
 
Public Comment  

None 
 
Adjourn 

The meeting adjourned at 12:09 p.m. 
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