
COMPTROLLER’S 
INVESTMENT ADVISORY BOARD MEETING 

Tuesday, June 28, 2022 
Minutes 

The Comptroller’s Investment Advisory Board (the “Board”) met at 10:00 a.m. on Tuesday, June 28, 2022, 
at the LBJ State Office Building, 111 E. 17th Street, Austin, Texas. 

Board Members (“The Board”) Present 

Comptroller Glenn Hegar, Laurie Dotter, Katie Hubbard, Adolpho Telles, Sam Vinson and Ben Wall. 

Board Members Absent 

Jim Hille. 

Comptroller of Public Accounts Staff   

Comptroller Glenn Hegar and Tom Currah, Associate Deputy Comptroller. 

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

Mike Reissig, Chief Executive Officer; Anca Ion, Chief Investment Officer; Genoveva Minjares, 
Chief Financial Officer; Whitney Blanton, General Counsel; Leticia Davila, Sr. Portfolio Manager; 
Jyoti Gupta, 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; 
Matt Connolly, Portfolio Manager; Nora Arredondo, Program Specialist; and Shantel Geeslin, 
Program Specialist. 

Additional Participants 

Alex Nixon and Joe Nugent, Asset Consulting Group (“ACG”). 

Call to Order 

Comptroller Glenn Hegar declared that a quorum was present and called the meeting to order at 10:02 a.m. 

Approval of Minutes of March 28, 2022, Meeting (Tab 1) 

A motion was made by Ms. Laurie Dotter to accept and approve the minutes from the March 28, 2022, 
meeting. The motion was 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 presented a macroeconomic update and Treasury Pool portfolio overview.  She reported that 
markets were meaningfully off-peak levels and repricing had occurred across all asset classes.  Equities 
produced negative returns almost every month since January 2022, the S&P 500 was down approximately 
20% and the fixed income markets such as the Bloomberg U.S. Aggregate Index, was down approximately 
12%-13%. Recently, yields have been rising, approximately 80 basis points in the five-year area and credit 
spreads have been widening.  She explained two important dynamics occurring in the markets.  The first 
being the dramatic flattening of the yield curve and the second being the change of the stock/bond 
correlation. The observation is that correlations do change when markets are transitioning from a low 
inflationary environment to a high inflationary one; and bonds have not been a diversifier since the 
beginning of the year.  Ms. Ion reported that inflation was the highest it has been since the 80’s.  The latest 
Consumer Price Index number reported was 8.6%.  She explained that in the last twelve to eighteen months, 
we have seen some evidence that inflation was more due to supply related factors. More recently we have 
seen evidence that demand is overheating, led by US wage growth at 6.1%. Another great risk to the global 
economy is increasing food prices and people affected by it have increased from $80mm to $320mm and 
this could potentially be a great risk to the global economy in the next few years. Ms. Ion explained that 
domestically, the Federal Reserve Board (the “Fed”) is increasing their interest rate hikes to help reduce 
inflation. In February the Fed announced a 75 basis points increase, and more rate hikes are expected.  The 
Fed is also reducing their balance sheet by approximately one trillion dollars a year.  She reported that retail 
sales and consumer savings decreased while revolving credit per household had increased.  The labor 
market remained strong and unemployment low.  The housing market began to see some slowing as 30-
year fixed mortgages rates increased.   

Ms. Ion reviewed the Treasury Pool portfolio and reported that the current value of the Pool was 
approximately $68 billion, an increase of approximately $8 billion from the previous quarter, and producing 
a yield of approximately 1.10%, capturing approximately 60%-70% of the Fed interest rate increases.  The 
Treasury Pool has the shortest duration it’s had in over 15 years, currently at .5 years duration.  The 
maximum average life of the pool is up to two years. The short duration is primarily due to the continued 
anticipation of the Fed interest rate hikes.  Ms. Ion stated that the Treasury Pool benchmark is 0.8 effective 
duration. Ms. Ion stated that in this challenging market environment she believes the portfolio is positioned 
accordingly.  

Ms. Ion introduced Ms. Leticia Davila, Sr. Portfolio Manager of the Treasury Pool and Mr. Matt Connolly, 
the Portfolio Manager of asset-backed securities.  Ms. Davila reported on the mortgage portion of the 
portfolio and stated that the mortgage allocation is approximately 3.5% of the total portfolio, which is half 
of the longer-term, pre-COVID allocation.  Over the last year to year and a half the allocation to mortgages 
declined due to low rates and the Fed continuing to purchase mortgages, which tightened the spread. Over 
the last few months with the higher interest rate environment, spreads have widened, the Fed began pulling 
out of the market and valuations were down thus creating more opportunity. She stated that the portfolio 
was adding more mortgages and the target is now 6% - 7% and will take some time to reach those targets 
as purchases are made at a measured pace.  On the front-end portion of the portfolio, Ms. Davila explained 
the portfolio is cash heavy and expectations for rising interest rates have created a supply-demand 
imbalance in the T-bill market.  They have kept more in repos and money funds, which have done a good 
job of capturing Fed rate hikes and producing better yields than some of the shorter-term treasuries.  Ms. 
Davila believes this will continue to be a challenging environment for the foreseeable future until the Fed 
begins tapering interest rate hikes. 

Mr. Matt Connolly reported that during the first six months of the year, approximately $900 million was 
added to the asset-backed allocation portion of the portfolio which stands at 6%. He explained the 
strategic bias toward shorter paper thinking that the risks were asymmetrical towards higher rate surprises 
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versus lower rate surprises.  As the risks become more symmetrical, they will proceed in a more neutral 
duration.  Mr. Connolly reported that over the next six months he expects approximately $750 million in 
asset-backed securities to mature which will present opportunities to invest at higher rates.   

Comptroller Hegar remarked on the strength of the Texas economy.  He reported that revenues are 
substantially stronger and longer than previously anticipated.  He expects the Treasury Pool will continue 
to increase.  

 
Capital Markets Overview and Investment Performance Review for the Quarter Ending March 31, 
2022, and Related Matters (Tab 4)  

Mr. Alex Nixon of ACG presented ACG’s view of the economy and market environment. He reported that 
through this challenging market environment there have been three substantial drivers:  inflation, the central 
bank policy in response to inflation and geopolitical tensions in Russia, Ukraine, and China. With the 
exception of Japan and China, financial conditions are tightening across global economies slowing global 
economic growth.  He explained the Fed’s daunting task of a soft landing - trying to curb demand and bring 
prices under control without tipping the economy into a recession. He believes the market suggests that a 
soft landing is probably unlikely.  Whether there is a technical recession or not, ACG believes the most 
prudent thing to do is remain with long-term strategic allocations and plans and remain diversified.  The 
portfolios are structured so that changes in market conditions would not incur drastic shifts within the 
portfolios. He believes the portfolios are positioned accordingly. 

Mr. Nixon reviewed the total portfolio performance summary for the period ending March 31, 2022. He 
reported that the Endowment portfolio had an annualized return of 9.7% over the last five years, 
outperforming the Endowment policy benchmark by 63 basis points with modestly higher risk, and 
outperforming the 65/35 benchmark by 155 basis points for the same period, contributing to positive longer-
term relative results.  The fixed income composite had contributed strong absolute and relative returns over 
the last twelve months and outperformed its benchmark during the same period but lagged in the fixed 
blend over the three, five and ten-year periods.  Equity strategies posted returns of over 14% over the past 
twelve months and outperformed the equity blend over the one, three, five and ten-year periods.  Real assets 
continued to have strong relative results longer term annualizing 2.43% of outperformance over the trailing 
five-year period.  Relative to broad market benchmarks, the total portfolio generated 119% of the return 
with 54% of the risk/volatility.  Over the long-term ten-year period, the Endowment portfolio annualized a 
7.8% return. 

Mr. Nixon reviewed the State Water Implementation Fund for Texas (“SWIFT”) portfolio for the period 
ending March 31, 2022.  He reported that the portfolio performed well and generated a 6.17% annualized 
return over the trailing five-year period, outperforming its policy and dynamic benchmarks.  The portfolio 
outperformed both of its benchmarks with less risk and more returns.   

Mr. Nixon 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.  The portfolio 
generated a slightly higher return and risk relative to the dynamic benchmark and a slightly lower return 
than the policy benchmark over the past five years. Over the trailing five-year period the TESTIF portfolio 
produced a return of 2.11%.  Overall, the portfolio continues to do well while remaining highly liquid.   

Endowment, SWIFT and TESTIF Portfolio Updates, Current Performance Updates and Related 
Matters (Tab 5) 

Ms. Ion and staff summarized the asset class and performance review for the first quarter of 2022. She 
reported that the Endowment portfolio was in compliance with its investment policy and produced 0.98% 
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return for the quarter which brings the trailing one-year return to 15.9% versus the benchmark of 11.3%. 
The leading contributors to the performance for the quarter were real estate, alternative fixed income and 
private equity.  Ms. Ion reviewed the asset allocation summary and reported that asset allocations were 
within the investment policy target range. She explained that the portfolio was slightly overweight in real 
assets which benefited the portfolio as did being slightly underweight in global fixed income.  There are 
still plans to reduce the allocation in the real assets sector to the 15% target. The portfolio was significantly 
overweight in private equity exposure primarily due to gains and the portfolio continues be underweight in 
the fixed income assets class. Global public equity and hedged equity experienced a challenging quarter.   
Ms. Ion explained the liquidity graph on page 16 and reported that the portfolio is well within the liquidity 
guidelines. Ms. Ion reported that the market value of the Endowment was $5.314 billion as of March 31, 
2022.  

Ms. Ion asked the portfolio managers to summarize the information relating to the asset classes.  
 
Mr. Eduardo Torres reported that the fixed income portion of the portfolio has experienced challenging 
quarters over the last six periods, four of which have been in negative territory. Fixed income returns, as 
proxied by the Bloomberg Barclays Aggregate Bond Index, have never been worse; while investment 
grade fixed income yields (yield to maturity) are sitting above their ten, twenty and thirty-year 
averages.  There is more income in fixed income as a result of the ongoing spike in interest rates.  He 
reported quarter over quarter, the yields in the three portfolios (Endow, SWIFT, TESTIF) were higher and 
on a relative basis (against benchmarks) the portfolios were doing very well.  However, on an absolute 
basis (positive/negative returns), the portfolios were struggling as every sub asset class in fixed income 
was down on a year-to-date basis.  As yields have risen, we took advantage of the opportunity by adding 
duration.  In the Endowment, it has been through the upsizing ($) of Bloomberg Barclays Agg SWAP 
portfolio as they mature.  In the SWIFT and TESTIF, it has been through the opportunistic nature of the 
managers/strategies in the book.  These funds are flexible and actively managed, with characteristics that 
allow them to rotate into asset classes opportunistically, depending on their judgement of where we are in 
the economic and credit cycle or through technical dislocations.     

Mr. Bradley Davis reported on the alternative fixed income portion of the portfolio. He commented on the 
resilience of this sector and reported that, even excluding the benefit of the legal settlement relating to losses 
incurred in 2020, performance was 4.6% in the Endowment, 2.7% in SWIFT and 0.1% in TESTIF (which 
intentionally excludes some higher volatility strategies).  Our macro-oriented managers did exceptionally 
well, and the category overall has been an effective complement to traditional bonds while outperforming 
benchmarks. Mr. Davis explained that they are continuing to right-size managers but with less activity than 
the previous year. In the Endowment portfolio, the alternative fixed income allocation was underweighted, 
but that it’s slightly overweight in SWIFT and TESTIF. He explained that total return opportunities were 
used to take on some additional risk and return. 

Mr. Jacob Price reviewed the private debt asset class. He reported that recovery continued during the quarter 
in the distressed portfolio which was up 2.4%, bringing the annualized number to approximately 
18%.  Distressed performance was driven by strong returns with most of the core U.S. and Europe 
opportunistic and special situations-focused managers. The performing portion of the portfolio returned 
6.1% for the quarter and approximately 13% for the one-year period.  Performing credit drivers included 
two Asia-focused strategies, non-sponsored lending strategy, and a mining finance strategy.  In aggregate, 
the private credit sector generated 4.2% for the quarter, which brought the one-year return to approximately 
15.8%. Mr. Price believes the opportunity set in private credit remains robust and there is no shortage of 
managers or demand for capital. Staff made two new allocations during the quarter in this portfolio, both 
were with a special situations/distressed strategy focused on opportunities in the U.S. 
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Ms. Jyoti Gupta presented an overview of the public equity portion of the portion.  She reported that this 
sector experienced a challenging quarter.  The global public equity portfolio was -7.03% and -0.6% for the 
one-year period versus the benchmark’s -5.5% and 6.3% for the quarter and the year respectively.  
Meaningful drawdowns of underperformance were in European long-only and biotech therapeutic 
strategies. One positive note was a modest .89% return from a small-cap activist manager.  Ms. Gupta 
reported that the Endowment hedged equity portfolio was -8.5% for the quarter versus the benchmark at 
6.1%.  She reported that in the SWIFT portfolio, hedged equity was -6.7% versus -6.1% for the benchmark.  
The venture capital portfolio generated approximately 5.4% for the quarter versus 4.0% for the benchmark.   

Mr. Mat Williams reviewed the private equity buyout asset class.  He continues to have very active 
communication with existing and prospective managers. In terms of performance at the portfolio company 
level, top line revenue broadly is still strong, but margins have compressed due to increased costs across 
the board.  As always, we continue to opportunistically look for attractive investments. The first quarter 
returns were approximately +4.0% and early indications suggest the second quarter will be flat to slightly 
up. Also, Mr. Williams noted that the private equity asset class continues to be overweight, like many LPs, 
due to positive performance and GPs coming back to fundraise quicker than anticipated.  Overall, it was a 
positive quarter for the asset class. 

Ms. Ion reviewed strategic all asset and overlay.  The overlay portfolio returned -1.4% for the quarter and 
1.3% annualized.  The detractors came from catastrophic insurance strategy and relative commodities 
strategy.  The positive contributor was from fixed income relative value. Mr. Chad Turner noted that as a 
result of the $75 million distribution from the Tobacco Settlement account, the leverage was down.  If the 
chart was extended past the April 1st distribution, the leverage number would be approximately 2.5%.  
Currently, it is approximately 3.5%, not much leverage but fairly stable in the broad sense. 

Mr. 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, 2022, the VaR was 3.56% and a bit higher than the policy 
VaR of 3.41% but comfortably below the max VaR of 4.1%. He explained the reason VaR was above policy 
VaR was because the portfolio was slightly overweight in private equity and slightly underweight in global 
fixed and alternative fixed income. In February and March, the differential shrunk partly because of the 
equity value declining but also because of reductions in equity swaps that occurred in February.  As the 
alternative fixed hedge funds and hedged equity funds reduce their net exposures, this also explains the 
large reduction from a positive VaR in February to a negative VaR in March.  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 noted that the Endowment performance for April was -0.53% and for May it was -0.27%, bringing 
the year-to-date performance to 0.19%. 

Ms. Ion reviewed the SWIFT portfolio and reported that the portfolio was in compliance with its investment 
policy for the quarter ending March 31, 2022. The portfolio value was approximately $1.84 billion and 
produced a 1.0% return for the quarter, bringing the trailing one-year performance up to 8.4%. She reported 
that the leading performer for the quarter was alternative fixed income followed by real estate and private 
debt. She reviewed the asset allocation summary noting that the portfolio was slightly overweight in 
alternative fixed income and real estate was approaching its 15% target. Hedged equity was underweight, 
partly because of negative performance. Cash had a 13% allocation, slightly higher than in March, due to 
the expectation of distributions to the Water Development Board to fund projects. She reported that the 
SWIFT portfolio distributed approximately $806 billion as of March 31, 2022.  The portfolio value was 
approximately $1.84 billion. Had the portfolio been invested in the benchmark the estimated value would 
be approximately $1.54, and had it not been invested the value would be approximately $1.19 billion.  The 
portfolio remains highly liquid and was meeting its investment objectives.     
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Mr. Turner reported that the VaR for the portfolio was 1.8%, slightly lower than the policy VaR of 1.9%.  
Asset allocation was not a major driver of the differential, the managers were.  There were managers that 
seemingly reduced risk over the last few years particularly over the previous month. 

Ms. Ion noted that the SWIFT performance for April was -0.64% and -0.17% for May, bringing the year-
to-date performance to 0.18%. 

Ms. Ion and Mr. Davis reviewed the TESTIF portfolio and explained that this portfolio is very conservative 
with low risk and only fixed income.  It does not have the benefit of much diversification, but it is still 
performing ahead of the Treasury Pool.  Given the current high inflation environment, the TESTIF portfolio 
performance did not exceed inflation.  Through April, the portfolio was down -2.4%.  Mr. Davis reported 
that June was a difficult month and currently performance is in the range of -3.4%.  The portfolio continues 
to outperform its benchmarks over the quarter, one and three-year periods.  Since inception, the portfolio 
has returned 1.9% annualized, while generating almost $190 million in excess value of the state’s Treasury 
Pool. Ms. Ion noted that $1.4 billion was received in January and the investment of that money should be 
completed by August.  Staff intentionally has a measured approach to investing every month.   

Hedged Equity Portfolio Review (Tab 6)  

Ms. Gupta reviewed the information behind Tab 6 relating to the hedged equity portfolio.  She summarized 
the goals for the Endowment such as:  achieve total return in excess of the benchmark, annualized volatility 
of returns less than that of the ACWI and correlation and beta greater than 0.5 to the ACWI. Other goals 
included diversification by manager, strategy, geography and market capitalization; higher Sharpe ratio so 
that every unit of risk taken could achieve a greater return; and drive incremental value by allocating capital 
to sector-specific managers.  The primary objective for the SWIFT hedged equity portfolio was to provide 
equity replacement with competitive long-term returns at a lower volatility. Other goals were similar to 
those of the Endowment. Generally both portfolios have done well against their benchmarks with less 
volatility than the broader equity markets.  The portfolios have delivered a beta of 0.5.  Ms. Gupta reported 
that although the one-year hedged equity returns have been challenging particularly for the Endowment as 
the three main areas of market pressure (growth/tech, China and biotech) have resulted in an outsized 
drawdown, the three and five-year returns for both portfolios did better than the benchmark and delivered 
75%-80% of the broader index returns with 60% of the volatility.  Inception to date, both portfolios have 
delivered above benchmark returns by capturing 75%-78% of the broader equity returns with close to 50% 
volatility.  By that measurement, the program has proven successful.  The hedged equity portfolio for both 
the Endowment and SWIFT is down less than half over the period since inception versus the broader equity 
market, providing significant protection of capital. 

Real Assets Portfolio Review (Tab 7)  

Mr. Joe Nugent of ACG presented the real assets portfolio review.  He stated that the goals and objectives 
for the Endowment and SWIFT portfolios were to provide returns with low correlation to public equity 
markets, provide protection on the downside thereby reducing portfolio volatility, provide a hedge against 
inflationary pressures and meet or exceed the return of relevant benchmarks without excess risk.  He 
reported that the real estate portfolios have done well recently and over the five and ten-year periods they 
have met or exceeded their goals. The previous ten years was an environment of low inflation and low 
interest rates.  Higher interest rates and the potential for persistently higher inflation will provide a different 
challenge for future real asset returns.  The portfolios will search for strategies that are better positioned to 
participate in an inflationary environment such as shorter lease durations.  He explained that size and pace 
of new investment activity has been adjusted to reflect current portfolio position. Mr. Nugent reported that 
over the previous ten years the real assets portfolios had an increasing history of positive returns.  The real 
estate portfolio produced a 9.2% return since inception, meeting the long-term capital market assumption 
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for the real estate portfolios overall. For the last several years the best performing sectors in real estate have 
been industrials and logistics.  He stated that exposure to single family assets would be decreasing.  Mr. 
Nugent reviewed the material related to the Endowment stable value portfolio and stated that this asset class 
has similar objectives as the other real asset classes and performance is expected to meet or exceed 
established benchmarks. Currently the stable value portfolio has strong outperformance versus the 
benchmark.  

The Endowment enhanced return portfolio also has similar objectives as the other asset classes but has 
trailed slightly versus the benchmark.  Managers take more risk in the enhanced return portfolio and there 
is higher leverage. Strategies represent a wide range of investments with different types of risks.  Risk 
attributes may include higher property risks such as lease-up and development risks.  Over the trailing ten-
year period this asset class has a positive return and outperformed the benchmark.   
 
In the SWIFT portfolio there were marginally different performance objectives due to the higher and less 
predictable cash distribution requirements.  The real assets portfolio exceeded the performance of the 
policy benchmark by 1.26^ over the trailing five-year period and by 1.88% since inception. The portfolio 
has done very well and continues to outpace inflation and deliver strong returns in this environment 
returning over 16% in 2021 and over 5% in the first quarter of 2022.   

 
Discussion of Next Meeting and Agenda Items 
Comptroller Hegar announced that the next meeting would be scheduled for September or October.  Ms. 
Arredondo will contact the Board for a date to meet. No future agenda items were suggested. 
 
Public Comment  

None 
 
Adjourn 

The meeting adjourned at 12:36 p.m. 
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