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COMPTROLLER’S 
INVESTMENT ADVISORY BOARD MEETING 

Wednesday, September 28, 2022 
Minutes 

 
 
The Comptroller’s Investment Advisory Board (the “Board”) met at 2:00 p.m. on Wednesday, September 
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  

Tom Currah, Associate Deputy Comptroller, Presiding.  
 
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; David Anderson, 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; and Nora Arredondo, Program Specialist. 
 
Additional Participants 

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

Associate Deputy Comptroller Tom Currah sat in for Comptroller Glenn Hegar. He declared that a quorum 
was present and called the meeting to order at 2:02 p.m. 
 
Approval of Minutes of June 28, 2022, Meeting (Tab 1) 

A motion was made by Ms. Laurie Dotter to accept and approve the minutes from the June 28, 2022, 
meeting. The motion was seconded by Mr. Ben Wall and unanimously approved by the Board. 
 
Market Update and Review of Investments in the Treasury Pool (Tab 2) 

Ms. Anca Ion presented a market update and Treasury Pool portfolio overview. She reported that the first 
half of 2022 and the most recent period, had brought some of the worst asset performance seen in decades 
with the S&P 500 falling nearly 25% and investment grade bonds falling 13%, resulting in an 
uncharacteristic correlation between equities and bonds. Ms. Ion explained that in this high inflation 
economic environment, bonds have not been a diversifier since the beginning of the year. Markets across 
the board have softened in valuation and are drawing closer to long-term averages. Ms. Ion reviewed the 
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U.S. yield curve chart and noted that the yield curve had changed dramatically since the last meeting and 
continued to invert.  

Ms. Ion concluded the market update with a discussion about the likelihood of a recession and a review of 
macroeconomic indicators that are showing a slowdown of the economy. 

Ms. Ion reported that the first and second quarters of 2022 posted negative growth, and the year-over-year 
GDP was slightly under 2.0% at 1.7%.   World economic growth is also expected to slow down from 6.0% 
last year to 3.0% in 2022.  Ms. Ion reviewed the inflation chart and suggested that there were positive signs 
that inflation was moderating. Energy and the auto industry components of inflation were decreasing but 
inflation related to housing was not. Transportation and food have not shown signs of slowing either. She 
reported that the Fed remains hawkish, primarily concerned with bringing inflation lower, and is expected 
to continue to raise interest rates through 2022. Higher interest rates have also affected liquidity in the 
treasury market which continued to decrease.  

The Board asked if there was any indication of the duration of this interest rate cycle and the downturn. Ms. 
Ion stated believed it would depend on how quickly inflation would fall. Some estimates show inflation to 
reach 4.0% - 5.0% by the second quarter of 2023.   

Ms. Ion reviewed the Treasury Pool portfolio and reported that the current value of the Pool was up by 
approximately $7 billion from the previous quarter, and producing a yield of approximately 2.4%, capturing 
approximately 65%-70% of the Fed interest rate increases. The mark to market unrealized loss in the 
portfolio is approximately -1.1%. She explained that the yield is something permanent, while the unrealized 
losses are transitory as securities are typically held to maturity and ultimately pay back at park. The Treasury 
Pool has the shortest duration it’s had in over 15 years, currently at 0.5 years duration. The short duration 
is primarily due to the continued anticipation of the Fed interest rate hikes. Ms. Ion reported that liquidity 
in the Pool is very high. The seven-day liquidity is approximately $20 billion. Ms. Ion and staff are 
cognizant that annualized losses accumulate as interest rates increase. She believes the portfolio is 
positioned accordingly for the current interest rate environment.  

Ms. Leticia Davila, Senior Portfolio Manager reviewed cash and mortgage portfolios for the Treasury Pool 
and explained that she and staff are aware of liquidity and are retaining plenty of cash and cash equivalents 
in the portfolio. As of August 31, 2022, the allocation in the Treasury Pool is approximately 17% in cash 
and cash equivalents. Currently, treasury bills that have maturities of two months or shorter are trading rich 
compared to the Fed funds rate. She explained that repos have also softened quite a bit because of the front 
end is flush with cash. Mortgage-backed securities comprise approximately 4.0% of the portfolio allocation, 
a slight increase in mortgage-backed allocation since the previous quarter. The mortgage market was 
concerned about the Fed potentially selling mortgages beginning the middle of the month; however, at 
present the Fed appears to be out of the mortgage market. Because of the increase in interest rates, their 
paydowns most likely will be much lower than anticipated. Ms. Davila reported that currently the 30-year 
fixed rate mortgage was 6.86% and the 15-year fixed rate was slightly under 5.80%. Due to the increased 
volatility, Ms. Davila and staff plan to add to the portfolio’s mortgage exposure in a very measured pace 
over the next six months. The allocation target is approximately 15%. Ms. Ion stated that the plan was to 
reinvest the paydowns plus a small percent to reach a 5%-6% target in the next six months.  

Mr. Matt Connolly reviewed the asset-backed portion of the portfolio. He reported that the target allocation 
is approximately 10% and currently the allocation is 7.2%, an increase of approximately 1.0% from the 
previous quarter. Because of higher interest rates, investments at higher yields have been added to the 
portfolio. Quarter-to-date, new asset-backed securities purchases were pricing at an average yield of 3.7%. 
Mr. Connolly explained that rates have risen, and spreads have also modestly widened but there has not 
been much deterioration in the respective collateral. In terms or purchases, Mr. Connolly stated that more 
floating rate products were added for the quarter, representing approximately 20% of new purchases. 
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Capital Markets Overview and Investment Performance Review for the Quarter Ending June 30, 
2022, and Related Matters (Tab 3)  

Mr. Roger Willis of ACG presented ACG’s view of the economy and market environment. He reported the 
first half of 2022 experienced the worst combined stock and bond market drawdown in 40 years. He 
explained that ACG has modeled in their ongoing asset allocation analysis various scenarios. Because of 
the way the portfolio is positioned, some outlying events do not necessarily warrant seismic shifts in the 
portfolio. The portfolios are structured so that changes in market conditions would not incur drastic shifts 
within the portfolios. Based on economic forecasts that ACG reviews and in terms of economic output, 
there is still an expectation that 2023 will be a positive year in economic growth. That is factoring in a 
recession rate environment of two quarters of negative growth. Until there is evidence of some sort of 
stabilization in inflation and the Fed moving towards an indication of cutting interest rates, markets will 
likely remain volatile. Key market indicators indicate inflation to average 2.3% - 3.0% for the next five 
years and below 2.0% over the next couple of years. Looking ahead ACG believes markets will be driven 
by inflation and the Fed rate hikes. Also, a sustainable market recovery is not likely until inflation rolls over 
and the Fed pivots. Today bond yields are more attractive, enhancing future return potential. While prices 
have dropped in the equity market, earnings have yet to reflect some downturn that may be ahead. The 
portfolio is constructed in a manner that has a good balance of private market assets and publicly traded 
assets, and these characteristics have been beneficial to the portfolio return. Mr. Willis explained that 
earnings could deteriorate more in the short-term as the Fed tightens and places more pressure on the 
consumer. Mr. Willis stated that market moves year-to-date should lead to upward shifts in most capital 
market assumptions.  

Mr. Willis reviewed the total portfolio performance summary for the period ending June 30, 2022. He 
reported that the portfolio had an annualized five-year return of approximately 8.67%, outperforming the 
Endowment policy benchmark by 81 basis points with a modestly higher risk. The total portfolio had 
significantly outperformed the 65/35 benchmark by 430 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 12 months, 
but lagged the fixed blend over the three, five and ten-year periods. Equity strategies have annualized in 
the high single digits on a trailing ten-year basis and outperformed the equity blend over all periods through 
the ten-years but posted a -6.94% return for the quarter. Real assets continued to have strong relative results 
longer term annualizing more than 280 basis points of outperformance over the trailing five-year period. 
Relative to broad market benchmarks, the total portfolio generated 198% of the return with 51% of the 
risk/volatility. Over the long-term ten-year period, the Endowment portfolio annualized a 7.7% return. 

Mr. Willis reviewed the State Water Implementation Fund for Texas (“SWIFT”) portfolio for the period 
ending June 30, 2022. He reported that the portfolio performed well and generated a 5.35% 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. The fixed income portion of the 
portfolio had significantly outperformed over the past year leading to outperformance over longer-term 
periods. Equity investments fared well relative to the benchmark but had an approximate -10.0% return for 
the quarter. Real assets underperformed for the quarter but outperformed the benchmark by 23 basis points 
over the trailing five-year period.  

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. The portfolio 
generated a higher return with slightly higher risk as compared to the dynamic benchmark over the last five 
years. Over the trailing five-year period the TESTIF portfolio produced a return of 1.58%, outperforming 
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the benchmark by 26 basis points. Mr. Willis explained that staff is more cognizant of how much risk is put 
into this portfolio given that it is a short-term liquid pool of assets.  

Endowment, SWIFT and TESTIF Portfolio Updates, Current Performance Updates and Related 
Matters (Tab 4) 

Ms. Ion and staff summarized the asset class and performance review for the second quarter of 2022. She 
noted that the total portfolio performed well for the quarter. She warned that it could be different for the 
third quarter. For the one-year period, the portfolio had an approximately 6.0% return. The Board 
commented on how well the portfolio did. Ms. Ion explained some benefits the portfolio possessed such as 
diversification and having lower risk than typical endowments. Possibly at the next Board meeting she 
would like to discuss preparing for the next cycle and increasing risk and express that in equities. Ms. Ion 
pointed out that real time numbers were coming in and one notable item was in the venture sector of the 
portfolio. As of June 2022, the venture asset class returned -9.0%. For the same period, the private credit 
was -2.0% and real estate was slightly under 1.0%. The Endowment performance summary for the second 
quarter was in negative territory of approximately -2.7%, the benchmark was -3.7%; therefore, alpha was 
positive. The main contributors were real estate, private debt, and private equity at 8.4%, 2.0% and 0.7% 
respectively. The detractors for the quarter were public equities, global public equities, and hedge equity. 
Ms. Ion reviewed the asset allocation summary and reported that asset allocations were within the 
investment policy target range. She noted that the private equity sector was overweight by 6.3% so staff is 
carefully decreasing the pace of commitments. Almost half of private equity is venture and buyout. She 
also 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 to the 15% 
target in the real assets sector. Mr. Adam Levine explained how staff is working diligently to reduce the 
single-family exposure in the real estate asset class. This exposure has grown tremendously, mostly from 
performance, and is the largest position in the portfolio, approximately $200 million. The Board agreed it 
was prudent to manage this exposure down especially in a favorable environment. The Board also concurred 
that reducing exposure to some emerging market managers was good. Ms. Ion reported that the market 
value of the Endowment was approximately $5.080 billion as of June 30, 2022. As of August, the value 
was approximately $5.082 billion.  

Ms. Ion asked the portfolio managers to summarize the information relating to the asset classes.  
 
Mr. Eduardo Torres reported that the end of the second quarter 2022 marked one of the lowest performing 
two-quarter periods for the fixed income markets. The Fed’s ultra-aggressive monetary tightening to battle 
inflation led to the yield curve moving higher. He explained that the way this portfolio has been managed 
has been consistent: shorter duration and a bias towards credit.  Mr Torres walked the Board through a 
number of macro events which impacted the portfolios throughout the quarter, particularly inflation, which 
has been the primary culprit to outsized negative bond market returns. Included in the discussion was a 
conversation on the Federal Reserve’s commitment towards battling inflation.  Mr Torres reviewed the 
individual portfolios (Endowment and SWIFT), and the updated quarterly metrics, highlighting increased 
duration positioning, higher yields, and changes in asset allocation. 
   

Mr. Bradley Davis reported on the alternative fixed income portion of the portfolio. Despite second quarter 
returns that were slightly negative and modestly below the benchmark, he commented on the resilience of 
this sector relative to traditional fixed income given a low realized correlation to interest rates. He also 
noted how the rate of portfolio adjustments had slowed in the second quarter following approximately nine 
strategy additions and the resizing of several managers over the last two years. Mr. Davis mentioned that 
there were now 23 alternative fixed income strategies among all three portfolios, with approximately a 
dozen being utilized in each portfolio to achieve varied risk and diversification objectives. Given some 
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subsequently settled trades, the Endowment’s allocation is down slightly from the 13.2% reported at the 
end of June, while both the SWIFT and TESTIF are running slightly ahead of their respective target 
allocations. Year-to-date performance through August (absent a one-time legal settlement) was cited as 
2.7% in the Endowment, 1.0% in SWIFT and -1.7% in TESTIF. A trio of macro-oriented managers have 
done exceptionally well in 2022 with the average return exceeding 20% given positioning that has 
benefitted from rising rates and the residual impacts of inflation. There are no macro-oriented managers in 
TESTIF, which intentionally excludes some higher volatility strategies. Event-driven managers have 
continued to struggle with broad market volatility. Overall, the alternative fixed income allocation has been 
an effective complement to traditional bonds, with longer-term returns now fitting between long-only public 
markets and less-liquid private debt.  

Ms. Jyoti Gupta presented an overview of the public equity portfolios. She reported that the equity markets 
experienced a very challenging quarter with 75% of the drawdown for the year-to-date coming from the 
second quarter. The global public equity portfolio was down 16.9% versus the benchmark which was down 
15.8%. The differential was from exposures to biotechnology and small-cap activist managers. Biotech was 
down approximately 18% in April but began to experience a positive trend beginning in June and continuing 
into August. Hedge funds declined broadly in 2Q. The hedged equity portfolio was down about 9.0%, while 
the benchmark was down about 7% with underperformance coming from most of our managers. Ms. Gupta 
did express some concern about innovation in China. She explained China was very specific regarding areas 
they want to innovate. She explained that hedge equity exposure continues to decrease since the second 
half of 2021. Ms. Gupta reported that in terms of sector exposures, there was an increase in energy, utilities. 
and financial in the second quarter while reductions were in materials, staples, and communication services. 
Similar number of managers increased and decreased net exposures. She expects net exposure will likely 
remain low into the next quarter. The plan for both portfolios is to reduce emerging market exposure and 
look for opportunistic managers in the hedge fund portfolio. Ms. Gupta reported that the venture ecosystem 
for the second quarter was moderately healthy. Later stage assets or early stage that had any public assets, 
experienced the pain. The venture capital portfolio generated a -4.3% return for the quarter, bringing the 
one-year performance to 39.4%.  

Mr. Mat Williams reviewed the private equity buyout asset class. He reported that this asset class delivered 
an almost 7.0% return for the quarter despite rising interest rates, inflation, supply chains issues, etc., but 
he expects that will decrease over the next few quarters. 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. Last 
year was a banner year for private equity, but multiples have come down since the beginning of 2022 and 
investment activity has slowed. Distributions are expected to slow down over the coming quarters. He 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 and staff continues to be opportunistic. 

Mr. Adam Levine reviewed the real estate asset class. He reported that performance was good, but the 
increase interest rates will have a negative impact on real estate pricing. He explained that the real estate 
allocation is overweight with multifamily and industrial sales accounting for approximately 61.0% of all 
the volume in the first half of 2022, which has benefited the portfolio. He explained that there was a good 
deal of dispersion within the real estate subcategories.  

Mr. Levine reported that the persistence pool experienced a few rough quarters mostly from insurance, and 
more recently from a long bias credit fund within the portfolio. Unfortunate weather events impacted the 
insurance sector which is a long-cycle investment. Mr. Levine discussed the new categorizations of 
strategies within the persistence pool and explained that it was a work in progress. He plans to present a 
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more detailed review of the persistence pool at the next meeting including clarifications of all assets and 
overlays categories.  

Mr. Chad Turner reviewed the leverage summary. He explained that the increase in leverage illustrated in 
the graph was mostly a consequence of the cash outflow from the approximately $80 million Tobacco Fund 
distribution in April, which explains about 50% - 60% of the upward trend. The remainder is a result of 
normal cash movement. 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 June 30, 2022, the VaR was 3.6% and a bit 
higher than the policy VaR of 3.4% but comfortably below the policy maximum VaR of 4.2%. Over the 
last 12 months the VaR has been trending slightly downward, closer to the target VaR. A reduction in net 
exposures in the alternative fixed funds and hedged equity funds contributed to the downward trend. 
Portfolio risk measured on a 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 July was -1.39% and for August -0.97%, bringing the 
year-to-date performance to -1.3%.  

Ms. Ion reviewed the SWIFT portfolio and reported that the portfolio was in compliance with its investment 
policy for the quarter ending June 30, 2022. The portfolio value was approximately $1.80 billion and 
produced a -2,1% return for the quarter, bringing the trailing one-year performance up to 2.7%. Currently 
the portfolio value was $1.815 billion. She noted that the cash balance was higher at 14.9% than the previous 
quarter in anticipation of distributions to the Water Development Board to fund various projects across the 
state. She reported that the leading performers for the quarter were private debt and real estate, similar to 
the Endowment. Relative to the benchmark, fixed income and private debt had the most outperformance 
over the one-year period. Private debt was up approximately 5.4% and real estate was up approximately 
4.0%. Ms. Ion reported that the SWIFT portfolio distributed approximately $806 billion as of June 30, 2022. 
Had the portfolio been invested in the benchmark the estimated value would be approximately $1.48, 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.  

Ms. Ion noted that SWIFT performance for July was 1.0% and -0.15% for August, bringing the year-to-
date performance to -0.27%. 

Ms. Ion reviewed the TESTIF portfolio and explained that this portfolio is very conservative with low risk 
and only fixed income. This portfolio does not have the benefit of significant diversification. As of July and 
August, this portfolio continued to outperform the Treasury Pool, but recent performance in September has 
been impacted by higher moving interest rates and the current high inflation environment. Given the current 
high inflation environment, the TESTIF portfolio performance did not exceed inflation. On a positive note, 
she explained that if we look at the new capital market expectation based on the risk assumptions, the 
expected return will increase from 2.9% over a long period of time, to 4.1%. Also noted was the annual 
severance tax transfer to TESTIF in September which brought the portfolio close to 50% in cash. Staff 
intentionally has a measured approach to investing every month. She reported that the August performance 
was approximately -0.33%, bringing the year-to date -3.08% but she expects September to be down even 
further. 

Private Credit Portfolio Review (Tab 5)  

Mr. David Anderson discussed the foundational objectives of the private credit portfolio, noting that the 
purpose of this portfolio is two-fold: to exceed performance available in public fixed income markets, and 
to exceed the performance of our benchmark. He noted that this is accomplished by investing in both 
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performing and distressed strategies, with a focus on senior secured risk with strong collateral packages 
first and foremost.  

Mr. Jake Price reviewed recent performance in the private credit portfolio in the third quarter, noting that 
performance in the distressed book (4.0%) continued the post-COVID rebound observed since mid-2020. 
Returns in distressed for the quarter were largely driven by special situations/opportunistic managers 
focused on the US and Europe, also an energy strategy which generated strong performance. The 
performing portfolio was flat but slightly positive over the quarter, but the one-year number remains around 
12%. Returns in performing were driven largely by strong performance of a co-investment in a wealth 
management technology platform and an allocation to an Asia-focused direct lending strategy. In aggregate, 
the private credit sector generated a 2.0% quarter, which brought the one-year number to approximately 
14.7%. This lagged the benchmark modestly and can partially be explained by the heavier tilt towards 
senior credit relative to the benchmark. During the quarter, there were three new allocations in private credit 
which were focused on transitional lending, technology lending strategy, and an asset-based loan strategy 
focused on opportunities in the US.   

Mr. Price continued and noted that both portfolios were exceeding available public market returns over the 
trailing five and ten-year periods by a comfortable margin (primary objective). With that in mind, the 
Endowment portfolio is trailing its benchmark, while the SWIFT portfolio is outperforming its benchmark 
(secondary objective). He explained that the benchmarks between the Endowment and SWIFT portfolios 
were different – the Endowment uses a dynamic benchmark between performing and distressed, while the 
SWIFT is 50/50 high yield and levered loan indices plus a 1% spread. While the benchmark-relative 
underperformance in the Endowment portfolio is not desirable on paper, it is driven by a deliberate focus 
on senior secured risk relative to the benchmark in that portfolio. In summary, the underperformance is 
noted, but is almost deliberate because the benchmark is riskier than we want our portfolio to be. The policy 
also states as a guideline that the portfolio should be diversified by strategy, industry, market cap, 
geography, and vintage year.  Mr. Price discussed the concerns with the current benchmark in the 
Endowment portfolio, noting that it is not an investable benchmark.  It does not have enough transparency 
into underlying holdings or leverage, and there are timing issues related to performance reporting.  The 
current benchmark performance suggest that more risk should be taken in the private credit sector to match 
its returns.  The Board advised to explore alternative for the Endowment portfolio’s private credit 
benchmark. 
 
Discussion of Next Meeting and Agenda Items 

Mr. Currah announced that the next meeting would be scheduled for January 2023. 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 4:52 p.m. 
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