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COMPTROLLER’S 
INVESTMENT ADVISORY BOARD MEETING 

Monday, March 28, 2022 
Minutes 

 
 
The Comptroller’s Investment Advisory Board (the “Board”) met at 10:00 a.m. on Monday, 
March 28, 2022, at the LBJ State Office Building, 111 E. 17th Street, Austin, Texas. 
 
Board Members (“The Board”) Present 
Laurie Dotter, Jim Hille, Katie Hubbard, Adolpho Telles, Sam Vinson and Ben Wall. 
 
Board Members Absent  
None. 
 
Comptroller of Public Accounts Staff Presiding 
Comptroller Glenn Hegar. 
 
Texas Treasury Safekeeping Trust Company (“Trust Company”) Executive Staff, Staff 
Presenters & Facilitators 
Mike Reissig, Chief Executive Officer; Anca Ion, Chief Investment Officer; Genoveva Minjares, 
Chief Financial Officer; Laura Montoya, Chief Operating Officer; Whitney Blanton, General 
Counsel; 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, Asset Consulting Group (“ACG”); and Joel Perez and Heath Jackson, RSM & Co., 
LLP. 
 
Call to Order 
Comptroller Glenn Hegar declared that a quorum was present and called the meeting to order at 
10:05 a.m. 
 
Approval of Minutes of October 15, 2021 Meeting (Tab 1) 
A motion was made by Ms. Laurie Dotter to accept and approve the minutes from the October 
15, 2021 board meeting. The motion was seconded by Mr. Adolpho Telles and unanimously 
approved by the Board.  
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Presentation of Independent Auditor’s Report for the Trust Company (under separate 
cover) 

Mr. Joel Perez and Mr. Heath Jackson summarized the audit reports in the handout and reported 
that RSM & Company issued an unmodified financial audit opinion with respect to the Trust 
Company for the fiscal year ending August 31, 2021. They reported that no audit adjustments 
were recorded during the audit engagement that would indicate deficiencies in the accounting 
process, nor were any management letter comments issued. The Board discussed the presentation 
with the auditors. Mr. Telles asked for an explanation in the financial statements or policy that 
addresses capital reserve required levels. Mr. Telles cautioned the Board to be mindful of setting 
caps to the capital reserves. Mr. Reissig stated that the Trust Company will work on including 
additional information in the financial statements that explains the capital reserves policy impact 
in more detail. 
 
Economic Outlook, Investment and Review of Treasury Pool (Tab 3) 
Ms. Anca Ion presented a macroeconomic update and Treasury Pool portfolio overview. She 
explained several themes dominating the markets beginning with the tightening cycle by the 
Federal Reserve (the “Fed”). In the last Federal Open Market Committee (“FOMC”) meeting, the 
Fed increased rates by 25 basis points, moving the yield curve significantly. More yield increases 
are expected by the Fed throughout the year. The Fed Funds rate is currently expected to reach 
2.3% by the end of 2022. Ms. Ion reported that low unemployment is expected this year, median 
3.6%, and in 2023, 3.3% median is expected. The second theme influencing the markets is 
geopolitical which is the war in Ukraine. Oil and commodity prices are moving higher. The third 
theme influencing the markets is inflation. Inflation is expected to persist and move higher than 
earlier anticipated. Some analysts are forecasting an environment similar to the 1970’s. Ms. Ion 
reviewed the Consumer Price Index (“CPI”) inflation chart which depicts inflation to climb to 
approximately 9% and more importantly doesn’t expect inflation to decrease in a meaningful way 
until the second half of 2023, and even then, it is expected to be approximately 3%. Moderate 
economic growth remains to be expected in 2022. The market forecast for Real Gross Domestic 
Product (“GDP”) is approximately 2.7%. 
Ms. Ion reviewed the Treasury Pool portfolio and reported that the current value of the Pool was 
approximately $60 billion and producing a yield of approximately 0.49%. She reported that the 
duration of the Pool was short primarily due to the anticipation of the economic tightening cycle. 
Yields in one-year paper such as asset backed securities have been attractive yielding 
approximately 2.3% compared to 0.60% six to seven months prior. Ms. Ion explained that they are 
being cautious about increasing the allocation in mortgages in anticipation of what the Fed plans 
to do by their next meeting in May. She expects a great deal of volatility in the fixed income 
markets in the next year and until inflation begins to stabilize. Once inflation begins to stabilize 
and some of the economic indicators begin to improve, then duration may be added to the portfolio. 
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Capital Markets Overview and Investment Performance Review for the Quarter Ending 
December 31, 2021, and Related Matters (Tab 4) 
Mr. Roger Willis of ACG presented ACG’s view of the economy and market environment. He 
began with a review of the chart on page 4 illustrating the S&P 500 calendar year returns over the 
last 40 years and noted that in any single year there are drawdowns. Over time, the stock market 
is generally up. The last three years provided good returns but now we are experiencing drawdowns 
again just in the first three months of this year. Mr. Willis reviewed ACG’s capital market 
assumptions and explained that these assumptions are reset once a year and generally at the end of 
each calendar year based on the prior fourth quarter yields and valuations. Their inflation and cash 
assumptions would increase through the course of the year. All other economic growth 
assumptions are expected to decrease and will likely revert to approximately 2.0% growth 
domestically and close to 3.0% growth globally, best case. ACG believes in this volatile economic 
environment, no drastic changes should be made in the short-term in the broader portfolio 
construction. They continue to search opportunistically for managers that can capitalize on the 
dislocation. 
Mr. Willis reviewed the total portfolio performance summary for the period ending December 31, 
2021. He reported that the Endowment portfolio had an annualized return of 10.25% over the last 
five years, modestly outperforming the Endowment policy benchmark by 50 basis points, but 
slightly behind the 65/35 benchmark for the same period with about half the risk of the global 
benchmark. The portfolio has outperformed its policy benchmark over one, three, five and ten-
year periods. It outperformed the 65/35 benchmark over the past year but trails over longer term 
periods. The fixed income composite has contributed strong absolute and relative returns over the 
last 12 months, but lags the fixed blend over the three, five and ten-year periods. Equity strategies 
posted returns of nearly 25% over the past 12 months and has outperformed its benchmark over 
the one, three, five and ten-year periods. Real assets continue to have strong relative results longer 
term, outperforming the real assets blend by 2.46% over the trailing five-year period. Relative to 
broad market benchmarks, the total portfolio generated 98% of the return with 55% of the 
risk/volatility. 
Mr. Willis reviewed the State Water Implementation Fund for Texas (“SWIFT”) portfolio 
performance for the period ending December 31, 2021. He reported that the portfolio generated a 
6.5% annualized return over the trailing five-year period, outperforming its policy and dynamic 
benchmarks. The fixed income portion of the portfolio had improved relative performance over 
the last year but continued to underperform over longer-term periods. Equity investments and real 
assets had strong returns over all periods. The portfolio generated higher return and similar risk 
relative to the dynamic benchmark over the past five years. 
Mr. Willis reviewed the Texas Economic Stabilization Investment Fund (“TESTIF”) portfolio 
whose primary objectives are to maintain purchasing power, earn a return in excess of the cash 
pool and outperform its benchmark. It is a more conservative portfolio and driven more by rates 
and credit markets. This portfolio generated slightly higher return and risk relative to the dynamic 
benchmark over the past five years, and slightly lower returns relative to the policy benchmark. 
Over the trailing five-year period, the portfolio produced a return of 2.55% year to date in what 
has been a challenging environment. Overall, the portfolio continues to do well while remaining 
highly liquid. 
 



 
Comptroller’s Investment Advisory Board Minutes 

March 28, 2022 
Page 4 of 7 

Review of Endowment, SWIFT and TESTIF Investment Policies (Tab 2) 
Ms. Ion directed the Board to the proposed revisions for the Endowment, SWIFT and TESTIF 
investment policies behind Tab 2. She explained that after the policy discussion at the previous 
meeting in October, the Trust Company staff worked on the proposed revisions and have the final 
drafts ready for presentation to the Board. The Trust Company worked closely with their 
consultants on some of the recommendations for policy changes that would improve the 
governance on the portfolio. At a high level, the changes relate to appropriate sizing and 
monitoring from a risk perspective. The Board and the Trust Company staff discussed the proposed 
revisions. The Board voted to recommend the proposed revisions to Comptroller Glenn Hegar for 
the Endowment, SWIFT and TESTIF Investment Policies as presented by the Trust Company. 
A motion was made by Mr. Jim Hille to recommend the proposed revisions to the Endowment, 
SWIFT and TESTIF Investment Policies as presented by the Trust Company. The motion was 
seconded by Ms. Laurie Dotter and unanimously approved by the Board.  
 
Endowment, SWIFT and TESTIF Portfolio Updates and Related Matters (Tab 5)  
Ms. Ion and staff summarized the asset class and performance review for the fourth quarter of 
2021. She reported that the Endowment returned 3.9% for the quarter, bringing the one-year 
trailing performance up to 20.1% versus the 17% return of the benchmark. The primary drivers of 
performance were private equity, real estate and global public equity, particularly private equity. 
Ms. Ion explained the asset allocation summary and noted that the portfolio was significantly 
overweight in private equity exposure primarily due to gains and continues to be underweight in 
the alternative fixed income asset class. Ms. Ion reported that the emerging markets asset class has 
been a drag on the portfolio and is an area that she and her team are continuing to reduce. Assets 
under management increased to $5.276 billion demonstrating some recovery after 2020. 
Mr. Lalo Torres reported that the fixed income portion of the Endowment serves as one of the 
foundations to the leverage program or the persistence pool. There are less actively managed 
allocations there versus the SWIFT portfolio which is entirely actively managed. 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. The portfolio 
is structured with a bias towards credit while being short duration. 
Mr. Bradley Davis briefly reported on the alternative fixed income portion of the portfolio. He 
reported that this sector performed well and had some returns well above expectations. Some 
rebalancing was done with the managers that had those high returns in the 20% - 30% range. He 
explained that this portion of the portfolio allocation was underweight in part due to rebalancing. 
Mr. Jacob Price reported that recovery in the private credit portfolio continued in the second half 
of the year largely driven by performance in the distressed portfolio. A vast majority of distressed 
managers posted a positive contribution number for the quarter and for the year. While this 
portfolio lagged the distressed benchmark for the quarter and the one-year period, it generated a 
24% over the one-year period. Distressed performance was driven by strong returns with most of 
our core U.S. and Europe distressed and special situations-focused managers. The performing 
portion of the portfolio returned 11% for the year, mainly driven by allocations to an Asia specific 
direct lending strategy and a technology specific direct lending strategy. In aggregate, the private 
credit sector generated 2.9% for the quarter which brought the one-year return to approximately 
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17.8%. Two new commitments were made during the quarter: one being an opportunistic lender 
focused on companies facing sectoral destructions and the other a purchaser of stressed debt in 
U.S. banks. 
In Ms. Jyoti Gupta’s absence, Ms. Ion reviewed the equity portion of the total portfolio. She 
reported that although 2021 provided another strong year of returns in global equity, there were 
two areas of weakness, China and biotech, which contributed to this sector’s underperformance 
compared to the benchmark. She explained that as the Fed continues to raise interest rates, equities 
struggle. Ms. Ion reported that the hedged equity exposure reduced slightly since the peak in 2020. 
She believes that generally the managers are being a bit more cautious. 
Mr. Mat Williams summarized the private equity portfolio. He reported that for 2021 the portfolio 
was up approximately 58%. Venture capital generated approximately 79% return and buyouts 
approximately 41% return. Mr. Williams explained that the portfolio was diversified enough so 
that venture and growth investments seemed like a natural transition. Venture buyouts now account 
for approximately 10% of the entire Endowment portfolio. Although 2021 proved to be a strong 
year, Mr. Williams has realistic expectations given what the first quarter of 2022 has demonstrated 
thus far. He reported that the portfolio is overweight, and they are actively managing and 
monitoring the private equity allocation while maintaining vintage year diversification. 
Mr. Adam Levine briefly reviewed real estate and reported that real estate was experiencing 
historic changes. The portfolio was overweight in industrial and single-family rentals, both of 
which performed very well. Mr. Levine reviewed overlays and reported that the pool continued to 
be accretive on an absolute and relative basis, and risk adjusted basis. This portion of the portfolio 
is performing as expected with leverage in the range of approximately 3.0%, in part due to liquidity 
needs. 
Mr. Chad Turner reviewed the Value at Risk (“VaR”) analysis. He reported that there has been a 
slight downward trend in the previous nine months. As of December 31, 2021, the VaR was 3.7% 
and slightly higher than the policy VaR of 3.4%. He explained that most of the differential of VaR 
relative to the policy derives from overweight asset allocations. The portfolio risk measured in the 
long-term basis is a bit riskier than the policy portfolio but much less risky than the traditional 
65/35 portfolio. Mr. Turner reported there were no major changes in manager concentration. 
Ms. Ion reported that the portfolio returned -0.69% for January and 0.22% for February, thus 
bringing the performance as of February to approximately -0.47%. Ms. Ion expects less economic 
growth in the year to come. 
Mr. 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 December 31, 2021 was approximately 
$1.82 billion. The portfolio produced a 9.6% return for the year and 2.3% for the quarter. The 
leading performance driver for the quarter was hedged equity followed by real estate and private 
debt. She reviewed the asset allocation summary noting that cash was 12.5% and slightly lower 
than the previous report but slightly overweight versus the target allocation. Alternative fixed 
income was approaching the target and she expects real estate will go slightly higher in weight in 
the coming month. Private debt continues to be underweight primarily because of the uncertainty 
regarding cash flows. Ms. Ion stated that if the portfolio was not invested the value would be 
approximately $1.19 billion. If it was invested in the benchmark, the value would be approximately 
$1.56 billion. As it stands now the value is approximately $1.82 billion. The SWIFT portfolio 
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distributed approximately $806 million as of December 31, 2021. She reported that 
underperformance in the portfolio was derived mainly from two areas: technology and biotech. 
The portfolio returned -0.99% in January and -0.27% for February, bringing the year-to-date return 
to -1.26%. Unlike the Endowment portfolio, the SWIFT portfolio is less diversified and lacking 
investments such as private equity. 
Mr. Davis reviewed the TESTIF portfolio and reported that through January 31, 2022, the portfolio 
had returned 2.3% annualized since its inception in 2015 which is approximately $375 million 
over what could have been earned in the Treasury Pool. Since inception returns have recently fallen 
behind the rate of inflation in this economic environment. The three-month annualized rate of 
inflation is now at 8.4%. Sectors such as energy and commodities will present an ongoing 
challenge in terms of pricing pressure, but he believes that can be addressed with active managers 
and allocation. Looking back over the series of historic twelve-month rolling periods, the TESTIF 
portfolio has outperformed the Treasury Pool in 83% of these periods and has exceeded inflation 
67% of the time. The portfolio remains highly liquid with low volatility, and it’s believed that 
slightly less than 80% of holdings could be converted to cash within a week. 

Alternative Fixed Income Portfolio Review (Tab 6) 
Mr. Davis presented a deeper review and a progress report on what has been accomplished since 
last April in the fixed income portfolio. He reviewed the 2021 objectives for the Endowment and 
SWIFT portfolio which included reducing volatility and equity beta in the portfolios. Both metrics 
came back in line with or trending toward the benchmark and objectives after spikes in 2020. Some 
of the decline in volatility was market-driven, but diversification and resizing also contributed. 
The TESTIF portfolio demonstrated good risk metrics control. It is diversified with already lower 
risk strategies. The Endowment, SWIFT and TESTIF portfolios had strong 2021 performance on 
both an absolute and risk-adjusted basis, performing in line with or better than the benchmark. 
Mr. Davis summarized the rolling twelve-month performance versus the benchmark. He stated 
that in the previous year the Endowment alternative fixed income portfolio returned 13%. Since 
inception, the portfolio is comfortably back ahead of the benchmark. The SWIFT alternative fixed 
income portfolio had a good recovery, returning 7.1%. He explained this is probably the most 
diversified portfolio by number and types of funds. He noted that an insurance related holding 
within this portfolio had a difficult run and was down approximately 5.4%. The portfolio has not 
fully jumped back above the benchmark on a “since inception” basis; however, he believes the 
portfolio is in a position to do so. The TESTIF alternative fixed income portfolio performance in 
2021 was 8.04% versus a benchmark of 7.5%. All positive returns ranging from 2% - 17%. 
Mr. Davis reviewed items that were noted in the 2021 review and addressed during the year. 

• Add diversifying strategies to help reduce overall portfolio beta and volatility 
• Increase total number of strategies invested to 12–15 over time 
• Trim outsized positions and concentrated managers that may be overcontributing to 

portfolio risk 
• Update Investment Policy Statement to reflect reduced beta target and remove correlation 

target 
• Complete annual portfolio review 
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TTSTC staff and consultants are conducting a search of lower beta credit funds that won’t 
significantly increase portfolio equity risk. 

Broker Dealer Update 
Mr. Whitney Blanton reported that to date there were four new recommended additions to the 
Broker/Dealer list: Bank of Montreal, Chicago Branch; Performance Trust Capital Partners, LLC; 
SMBC Nikko Securities and StoneX Financial, Inc. He also reported there were two recommended 
deletions from the list: BNP Paribas Securities Corp. and HSBC Securities. 
A motion was made by Mr. Adolpho Telles to recommend the proposed revisions to the 
Broker/Dealer list as presented by the Trust Company. The motion was seconded by Mr. Ben 
Wall and unanimously approved by the Board. 

At 12:21 p.m. the Board went into Executive Session to discuss litigation and settlement updates. 
At 12:31 p.m. the Board was back in the public meeting. 

Discussion of Next Meeting and Agenda Items 
Comptroller Hegar announced that the next meeting would be scheduled for some time in June or 
July. Ms. Arredondo will be contacting the Board for a date to meet. No future agenda items were 
suggested. 
 
Public Comment  
None 

Adjourn 
The meeting adjourned at 12:32 p.m. 
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