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COMPTROLLER’S 
INVESTMENT ADVISORY BOARD MEETING 

Friday, October 15, 2021 
Minutes 

 
 
The Comptroller’s Investment Advisory Board (the “Board”) met at 10:00 a.m. on Friday, October 
15, 2021at the LBJ State Office Building, 111 E. 17th Street, Room 1011, Austin, Texas. 
 
Board Members (“The Board”) Present 
Laurie Dotter, Jim Hille, Katie Hubbard, Adolpho Telles and Ben Wall. 
 
Board Members Absent  
Sam Vinson. 
 
Comptroller of Public Accounts Staff Presiding and Present 
Comptroller Glenn Hegar; Tom Currah, Associate Deputy Comptroller; and Phillip Ashley, 
Associate Deputy Comptroller. 
 
Texas Treasury Safekeeping Trust Company (“Trust Company”) Staff Presenters & 
Facilitators 
Mike Reissig, Chief Executive Officer; Ruchit Shah, Chief Investment Officer (“CIO”); Anca Ion, 
Deputy Chief Investment Officer; Whitney Blanton, General Counsel; Michael Leifeste, Sr. 
Portfolio Manager; Adam Levine, Sr. Portfolio Manager; Eduardo “Lalo” Torres, Portfolio 
Manager; Bradley Davis, Sr. Portfolio Manager; Chad Turner, Director of Risk and Quantitative 
Analytics; Jacob Price, Sr. Investment Analyst; Mathew Williams, Sr. Investment Analyst; Nora 
Arredondo, Program Specialist; and Shantel Geeslin, Program Specialist.  
 
Additional Participants 
Roger Willis and Alex Nixon, Asset Consulting Group (“ACG”).  
 
Call to Order 
Comptroller Glenn Hegar declared that a quorum was present and called the meeting to order at 
10:07 a.m. Comptroller Hegar welcomed new board member Ms. Katie Hubbard. He announced 
the resignation of Mr. Ruchit Shah as of November 1, 2021 and the appointment of Ms. Anca Ion 
as the new CIO for the Trust Company. Comptroller Hegar also stated that Mr. Tom Currah will 
assume the role of Associate Deputy of Fiscal Matters. 
 
Approval of Minutes of July 7, 2021 Meeting (Tab 1) 
A motion was made by Ms. Laurie Dotter to accept and approve the minutes from the July 7, 
2021 board meeting. The motion was seconded by Mr. Adolpho Telles and unanimously 
approved by the Board.  
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Economic Outlook, Investment and Review of Treasury Pool (Tab 2) 
Ms. Anca Ion presented a microeconomic update for the previous quarter. She explained the main 
themes dominating economic market conditions include the ongoing friction in the supply chain 
and labor market as the economy continues to reopen. She reported that long-term yields moved 
higher with the ten-year reaching as high as 150 basis points, which is 30 – 40 basis points higher 
than the last meeting in July. That is meeting expectations or in line with the forecast for 2021. 
The move to higher rates were triggered by the most recent Federal Open Market Committee 
meeting (“FOMC”) in September when they indicated they could begin tapering as soon as 
November if the economy continued to improve. It remains to be seen if that is the case since the 
last labor market report was significantly low. Ms. Ion reported that the two-year treasury yield is 
approximately 35 basis points. She reviewed economic forecast for this year and 2022 as depicted 
in the chart on page 10. She explained that the Federal Reserve Board (the “Fed”) may be a bit 
more optimistic than the market in some areas such as inflation. The ability to forecast the economy 
after a pandemic is very difficult and the real Gross Domestic Product (“GDP”) forecast for this 
year has changed over the year. Expectations are as high as 7% for August. The most recent 
number is 5.7%. Ms. Ion anticipates that it will go even lower by the end of the year.  
Ms. Ion reported that inflation continues to be a concern and is being referred to as episodic rather 
than transitory. She believes inflation is here to stay but not at the current level. Also of concern 
is the budget deficit, which increased significantly by the unprecedented government stimulus. A 
side effect is the tendency to increase private savings in order to compensate for future tax 
liabilities. The consumer savings rate remains high at 9.5%, consumer confidence is getting lower 
and retail sales have not been impressive. Most reopening of areas in the economy are improving 
with the exception of back to office levels.  
Ms. Ion reviewed the Treasury Pool portfolio and reported that the value of the Pool as of  
August 31, 2021 was approximately $64 billion and produced a yield of approximately 0.26%. 
The Treasury Pool received $16.5 billion as part of the American Relief Act which increased the 
Pool balance by approximately 30%. This impacted the portfolio in several ways. Because this 
cash was kept in the marginal yield, the yield on the Treasury Pool decreased. The treasuries 
allocation went from 25% to 49%. The weighted average maturity and weighted average reset 
decreased. The cash was invested in short-term instruments until there was more visibility on what 
was expected with the money given to the Pool. The core allocation portion of the portfolio, which 
consists of asset-backed corporates and mortgages, went from 25% to 12%, so there was no 
significant move from the long-term averages. Ms. Ion explained that since August the team 
worked to increase allocations in these asset classes to be more in line with the targets; therefore, 
asset-backed securities received approximately $700 million. Corporates added approximately 
$500 million in assets and approximately 40 basis points were gained for the two-year corporate. 
Mortgages are the longest-duration asset in the portfolio and not a lot was added to this sector.  
Ms. Ion stated that overall yields are more attractive than three months prior and she and her team 
are steadily trying to increase the duration closer to the long-term averages on various asset classes. 
In this challenging market environment, she believes the portfolio is positioned accordingly.  
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Capital Markets Overview and Investment Performance Review for the Quarter Ending 
June 30, 2021, and Related Matters (Tab 3) 
Mr. Roger Willis of ACG presented ACG’s view of the economy and market environment. He 
reported that overall, performance was robust over the last year across the asset classes. During 
the last quarter there was somewhat of a pause as equity markets pulled back. Some key factors 
were the spike in the Delta variant, the bottlenecks in the supply chain, inflationary concerns and 
a fear that interest rates may move up faster than anticipated. He explained that forecasts in 
economic growth over the broader landscape globally have declined for 2021. The nominal growth 
rate is still expected to be very solid for 2021 but lower than initially thought given some of these 
supply chain bottlenecks. Generally, global growth is expected to remain solid for 2022 and into 
2023 and forecasts are approximately 3%, which is barely in line with long-term growth pre-
COVID.  
Mr. Willis explained that spreads between the yield on high-yield bonds and U.S. treasuries has 
narrowed considerably over the twelve-month measured period. That spread convergence has been 
good for the fixed income portfolios, but the yields and spreads remain at the low end of the  
15-year history. ACG believes that the incremental compensation for holding credits or assets 
beyond treasuries in fixed income continue to make sense. As equity markets remain elevated, 
notwithstanding the pause earlier in the quarter, and if earnings are expected to improve in the next 
few years, ACG anticipates growth of 8%-10% on earnings, equity returns could still be better 
than bond returns. ACG expects moderation in equity returns. Mr. Willis stated that they believe 
there is good yield opportunity in core real estate and more value added in opportunistic real estate. 
Private equity has posted strong returns and has been an increasing part of the portfolio. He 
explained that with inflation, the hurdle will still be high and likely higher than core bonds and 
traditional high-quality bonds. U.S. equity expectations will likely decrease, given high valuations, 
and non-U.S. assumptions will likely rise. It is key in the near-term to watch the supply chain 
disruptions and bottlenecks work themselves out, and if the labor situation normalizes and 
disruptions do not last beyond mid-2022 to 2023. Inflation was discussed and Mr. Willis believes 
that through the course of 2022 that inflation will remain between 3%-4%, considering the factors 
aforementioned. ACG continues to support diversification within the portfolios.  
Mr. Alex Nixon reviewed the total portfolio performance summary for the period ending June 30, 
2021. He reported that the Endowment portfolio had an annualized return of 9.83% over the  
five-year period, modestly outperforming the Endowment policy benchmark; however, returned 
less than the 65/35 benchmark for the same period. The total portfolio generated a modestly higher 
return with modestly higher risk as compared to the Endowment policy benchmark. The total 
portfolio had a 6.8% annualized return over the last ten years which outperformed the policy 
benchmark for the same period. For the quarter, the broad asset classes as well as the total portfolio 
outperformed their benchmarks. Equity strategies posted returns of nearly 40% over the past  
12 months and have outperformed its benchmark over the one, three, five and ten-year periods. 
Real assets continue to have strong relative results longer term outperforming the benchmark by 
2.20% over the five-year period. Relative to broad market benchmarks, the total portfolio 
generated 95% of the return with 55% of the risk. Over the long-term the total portfolio continues 
to achieve the target return of 5.5%-6.0%. 
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Mr. Nixon reviewed the State Water Implementation Fund for Texas (“SWIFT”) portfolio 
performance. The portfolio produced a rate of return of 3.37% for the quarter ending June 30, 
2021, and earned 6.59% annualized return over the trailing five-year period, outperforming its 
policy and dynamic benchmarks. The portfolio generated higher return and similar risk relative to 
the dynamic benchmark over the past five years.  
Mr. Nixon reviewed the Texas Economic Stabilization Investment Fund (“TESTIF”) whose 
primary objectives are to maintain purchasing power, earn a return in excess of the cash pool and 
outperform its benchmark. The portfolio produced a rate of return of 2.65% annualized over the 
trailing five-year period and produced slightly higher returns relative to the dynamic benchmark 
and slightly lower returns relative to the policy benchmark for the same period. Over the trailing 
12-month period, the portfolio had a return of 2.86% year to date in what has been a challenging 
environment for the first six months of the year. Overall, the portfolio continues to do well while 
remaining highly liquid.  
 
Annual Review of Endowment, SWIFT and TESTIF Investment Policies (Tab 4) 
Ms. Ion directed the Board to the proposed revisions for the Endowment, SWIFT and TESTIF 
investment policies behind Tab 4. She explained the policies were a work in progress and the Trust 
Company wanted to present the revisions to the Board for consideration at this time but will present 
a final version at the next board meeting. The Trust Company worked closely with their consultants 
on some of the recommendations for policy changes that eventually could increase the governance 
on the portfolio. The Board and the Trust Company discussed in great length the recommendations 
and agreed to review and vote at the next meeting.  
 
Endowment, SWIFT and TESTIF Portfolio Updates and Related Matters (Tab 5) 
A review of the asset classes and performance were presented for the second quarter of 2021. 
Mr. Lalo Torres began the updates with a fixed income summary. He reported that the global fixed 
income allocation was performing as expected and was providing steady positive returns while 
also acting as a volatility dampener for the entire Endowment portfolio. Duration will remain short 
with a bias towards credit. The global fixed income allocation was slightly increased from 7.2% 
to 7.8% due to newly added Bloomberg Barclays Aggregate SWAPS. 
Mr. Bradley Davis summarized the alternative fixed income presentation. He reported that there 
were three managers in this sector who returned more than 40% on the one-year basis. There were 
eight funds since the printing of this material and two have been added since. More will mostly 
like be added for diversification and will probably be on the lower beta side. He explained that 
beta was 0.5 on the one to three-year basis which was a bit higher than the policy of 0.3 and they 
will work to lower some of the volatility. He noted that approximately $200 million will need to 
be added in order to reach the set target rate. 
 
Mr. Jacob Price reported that recovery in the private credit portfolio continued in the second 
quarter largely driven by performance in the distressed portfolio. Nearly every distressed manager 
in the book posted a positive contribution number for the quarter. While the distressed benchmark 
continued to lag for the quarter and the one-year period, it’s a dramatic recovery from the tough 
performance numbers that were incurred immediately following the onset of the pandemic. 
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Returns for the period in the distressed book were largely driven by special situations-focused 
managers. In the performing book, performance for the quarter was largely driven by allocations 
to an asset-based lending strategy, an Asia-focused lending strategy, and a technology-focused 
lending strategy in the U.S. In aggregate the private credit portfolio generated approximately 3.0% 
for the quarter and 18.4% over the one-year period. No new commitments were made during the 
quarter, but a few new allocations are expected in the fourth quarter this year.  
Mr. Shah reviewed the equity portion of the portfolio on behalf of Ms. Jyoti Gupta. He reported 
that each manager performed well despite difficult challenges. The global public health portfolio 
returned 6.1% for the quarter. The portfolio performed well on an absolute basis but 
underperformed on a benchmark-relative basis for the quarter. The hedged equity portfolio 
returned 6.1% for the quarter bringing the return for the one-year period to a strong 29.1%.  
Mr. Mathew Williams reviewed the buyout asset class. He reported that managers across the 
portfolio had another strong quarter. Managers are asked about their underwriting assumptions in 
order to gauge how conservative or aggressive they are. The team continues to seek those 
operationally intensive managers that in times of stress they can step in as they did during the 
height of COVID. The private equity asset class has not gone unscathed but has proven to be 
resilient during previous economic downturns. There are good opportunities in private equity and 
the portfolio will continue to be active in this sector. 
Mr. Shah reported that venture capital returns have been broad-based, and co-investments have 
done exceptionally well. He also reported that there has been a regional focused strategy in terms 
of finding managers who are specialists in specific regions.  
Mr. Michael Leifeste reported that real estate continues to outperform largely due to investment in 
single family rentals and industrials. He explained that this asset class is underweight in office 
space and retail which has helped with performance.  
Mr. Adam Levine reported that overlays continue to outperform but he does not expect the 
outperformance to continue. 
Mr. Chad Turner reviewed the Value at Risk (“VaR”) analysis. He explained that as of June 30, 
2021 the VaR was 3.9% slightly higher than the policy Var of 3.5%, but comfortably below the 
maximum VaR of 4.2%. The reason our VaR is above policy is the portfolio is a little bit 
overweight in private equity and a little bit underweight in global fixed and alternative fixed 
income. He reviewed the portfolio risk summary and explained that the portfolio is slightly riskier 
on the stress test than the policy portfolio, but less risky than a traditional 65/35 portfolio. This has 
been consistent over the last few quarters. 
Ms. Ion reviewed the performance table for the Endowment and reported that the portfolio returned 
1.19% for July and 1.66% for August, which brought the total year-to-date to 14.5%. 
Ms. Ion reviewed the SWIFT portfolio and reported that the portfolio value as of June 30, 2021 
was approximately $1.79 billion and produced a 3.4% return for the quarter, bringing trailing  
one-year performance up to 14.2%. The leading performers were hedged equity followed by 
alternative fixed income and private credit. 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. 



Mr. Davis continued the SWIFT discussion and reviewed the asset allocation noting that the cash 
position went from 15% to 12.8%. This was partly due to distribution expectations for the year of 
more than $100 million. The portfolio has distributed approximately $772 million since 2013 and 
earlier in the week distributed $34 million. The portfolio is positioned to add more investments 
and Mr. Davis stated real estate and private debt investments are being considered. Mr. Davis 
noted that the Water Development Board asks for distributions in May and October and the Trust 
Company receives three-year projections at a time. The portfolio remained highly liquid and was 
meeting its investment objectives.  
Mr. Davis 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 2.57% annualized, while earning $420 million in excess returns over the Treasury Pool. 
If inflation goes to 3.5% for the next 12 months and we are at a since-inception return, the portfolio 
may not be outperforming inflation on an annualized basis in June or July of next year. This is 
being monitored closely. In December of 2020 the portfolio received $885 million then COVID 
hit in February and investing paused. Investing began again in September at a rate of approximately 
$100 million a month. There was a $400 million distribution taken in August to help supplement 
the budget and there are two significant cash flows expected before year-end.  

Broker/Dealer Update 
Mr. Whitney Blanton explained that the Comptroller’s office maintains a list of securities brokers 
and dealers that are approved to transact business for the Comptroller and the Trust Company. 
Each year the Trust Company compliance staff sends applications to all broker/dealers and the 
applications are reviewed to see who qualifies. That list is presented to the Trust Company 
Investment Committee then to the Board who then recommends the list to the Comptroller. This 
year approximately sixty applications met the minimum qualifications; however, there were two 
laws that became effective September 1, 2021 that affect broker/dealers. These laws require 
certain contracts with business services to contain two representations: 1) that they do not boycott 
energy companies and 2) that they do not have policies that would discriminate again firearm 
entities. While this does not explicitly apply to the broker/dealer relationship, the Trust Company 
is conducting due diligence and obtaining more information before revising the list. Mr. 
Blanton expects to adjust the broker/dealer list as needed and revisit this at the next board 
meeting.

Discussion of Next Meeting and Agenda Items 
Mr. Reissig announced that the next meeting would be scheduled for some time in January. 
Ms. Arredondo will be contacting the Board to determine a date. No future agenda items were 
suggested.  

Public Comment 
None 

Adjourn 
The meeting adjourned at 12:21 p.m. 
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