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Discussion Agenda

•Market and Performance Review

•Appendix
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Market and Performance Review
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Capital Markets Review
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As of September 30, 2023

Global equities fell during the third quarter primarily due to rising interest rates and the slowing of world economies. The Fed’s decision to 

prolong higher rates provided a harsh outlook for investors.

▪ The S&P 500 returned -3.3% during Q3. Growth stocks performed in line with value stocks during the quarter

▪ Two out of eleven U.S. economic sectors reported gains in Q3 with Energy (+12.2%) as the top performer. Utilities (-9.2%) and REITs (-

8.9%) were the bottom performers.

▪ Emerging market returns were -2.9% despite the initial strong start for the quarter.

The U.S. fixed income markets declined during the quarter as rates increased substantially 

▪ The yield of the U.S. 10-year Treasury note ended the quarter at 4.6%, an increase from 3.8% at the end of Q2.

▪ In the U.S., the annual change in CPI-U ended the quarter at 3.7%, compared to 3.0% at the end of Q2 2023 and 6.5% at the beginning 

of the year.

▪ The Fed raised interest rates once during Q3, with a 25-basis-point increase in July. However, the Fed did not raise interest rates in 

September but did share their intentions of keeping rates high while signaling future rate hikes are still on the table.
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Capital Markets Review: September 2023
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Equity Markets

US Economic Data

Fixed Income Markets

Treasury Yield Curve
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Monetary Policy
Forward rate expectations have repriced towards 

“higher for longer”; we believe US real policy 

rates are currently restrictive

Economic and market outlook

• Despite the market volatility in Q3, our outlook remains effectively unchanged

• If anything, the market and economic events of the last quarter have bolstered the need for a scenario framework

• We fundamentally continue to remain cautious on the economic outlook

© 2023 WTW. Proprietary and confidential. For WTW and WTW client use only. 

Inflation
Inflation is falling globally (except in Japan), but 

is it falling quickly enough?

Labor Market
Job-workers gap continues to close gradually, but 

markets reacted poorly to a positive surprise in 

August US job openings
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Uncertainty: the one certainty (along with death) (and taxes)

Economic and market outlook

The past quarter has really highlighted the sources of risk and question marks in global markets and 

the global economy:

1. Geopolitical – Russia-Ukraine, Israel-Hamas, China

2. Political – we went three weeks without a Speaker; we’ve got a potential government shutdown, 12 months until a 

presidential election

3. Labor – auto workers, Kaiser Permanente, screen actors, writers, pharmacists

4. Financial – US 10-year breached 5% yield level, equities in correction territory, US corporate defaults/delinquencies 

ticking up

© 2023 WTW. Proprietary and confidential. For WTW and WTW client use only. 

Do you have confidence that the market is accurately pricing in all of these risks today?

We continue to emphasize that diversification with downside protection and active management in portfolios is the best 

way to maximize the chance of investment success
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Plan Structure and Net Performance
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Gainesville Police & Fire Pension Plan As of September 30, 2023

Note:

- The Policy Index is currently a composite of 70% Growth Segment / 30% Income Segment benchmarks.

- The Risk Equivalent Benchmark is currently a composite of 75% MSCI ACWI Index and 25% Bloomberg Barclays Aggregate Index.
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Plan Structure and Net Performance
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Gainesville Police & Fire Pension Plan
As of September 30, 2023

Note:

- The Policy Index is currently a composite of 70% Growth Segment / 30% Income Segment benchmarks.

- The Risk Equivalent Benchmark is currently a composite of 75% MSCI ACWI Index and 25% Bloomberg Barclays Aggregate Index.
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Appendix
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Manager Scorecard
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As of September 30, 2023

Note: All numbers are preliminary and subject to change.

Note: Changes in SAM/Preferred ratings, since last quarter, are shown in blue.

Note: The Real Estate Segment Index was of the NCREIF Property Index up until July 1, 2013 and the NCREIF ODCE Index (Equal -Weighted) thereafter. Returns for NCREIF have been estimated.
1 Excess Performance is the manager's gross return relative to their respective benchmark index.
2 ref lects 9/30/2023 Peer Group medians.
3 Information is not shown due to unavailability of a comparable universe .

Performance Target
1 ✓ Achieved target

Absolute 

Performance (%)

Relative 

Performance (%)

vs Peer 

Group  

Median
2

Key investment 

professional 

changes 

SAM / 

Preferred

Watch List 

Issue Date
Notes

Total Plan 6.6 1.0 ✓

Policy Benchmark 5.6  

Large Cap Equity Segment 9.3 -0.2 

LSV Large Cap Equity 13.7 2.7 ✓ No High ---

Vanguard S&P 500 Index Fund 10.2 0.0 ✓ No Preferred --- Monitor to ensure tracking error remains within expectations.

Sustainable Growth Advisors 2.7 -5.3  No Preferred ---

Small Cap Equity Segment 14.4 7.2 ✓

LSV Small Cap Equity 21.1 7.8 ✓ No High ---

Disciplined Growth Investors 8.3 7.2 ✓ No High ---

International Equity Segment 1.1 -2.6 

Mawer International Equity 1.1 -2.6  No Preferred ---

Alternative Credit 5.1 2.8 ---

Ares US High Yield Fund 1.9 0.1  No Preferred ---

1Sharpe Opportunity Fund, Ltd. 7.0 4.2 --- No Preferred ---

Libremax Value Fund 9.0 2.7 --- No Preferred ---

BNYM Fallen Angels --- --- --- No Preferred ---

Real Estate Segment 9.1 2.4 ---3

Principal US Property 6.8 0.1 ---3 No NR ---

Harrison Street Core Property 7.3 0.6 ---3 No Preferred ---

Harrison Street Social Infrastructure --- --- ---3 No Preferred ---

Nuveen US Cities Industrial Fund -- --- --- No Preferred

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                

WTW 

Ratings 
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Summary of Investment Strategies
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Approved by CBOT  - Income Strategies

Asset / Manager Asset Class Description Role in Portfolio
Estimated 

Fees

High yield bonds

Ares

Credit Strategies- 

Alternative Credit

US market high yield corporate credit; unsecured 

creditor in companies, fixed coupons

Diversification with high income profile; expanded opportunity 

set which allows skilled manager to potentially add value
0.35%

U.S. Residential Bridge 

Loans

1Sharpe

Credit Strategies- 

Alternative Credit- 

Opportunistic Structured 

Credit

Strategy is focused on US single family residential 

bridge loans. These are business purpose loans 

made to borrowers seeking to acquire, renovate 

and sell the property for a profit.

Highly fragmented market with operational complexity and small 

balance lending provides barriers to entry; creating opportunities 

for specialized lenders to generate strong risk adjusted returns. 
0.60%

Opportunistic Structured 

Credit

LibreMax

Private Markets- Less 

Liquid Credit

High conviction, fundamental long-bias structured 

credit fund. The Fund seeks to achieve a high 

performance target through a concentrated 

portfolio of investments and active trading in sub-

investment grade structured credit opportunities.

Opportunistic investment approach on more inefficient and 

complex segments of securitized credit and as early movers, 

capturing added illiquidity and complexity premia. Strategy 

seeks to earn returns in excess of public equity markets; 

providing an overall increase to the  lan’s e pected return 

profile. 

0.55%

High Yield Bonds

Mellon Investments

Credit Strategies-

Alternative Credit

Smart beta strategy that uses a multi-factor model 

to invest in the US fallen angels universe, which 

are high yield bonds which were previously rated 

investment grade and have been downgraded to 

non-investment grade. 

Higher quality than the broader HY universe with similar beta. 

Can offer better risk-adjusted returns vs. broad HY by capturing 

positive price momentum around credit rating downgrades and 

upgrades (‘the fallen angels effect’)  
0.13%

The allocation is intended to provide diversity relative to public equity markets targeting and equity beta of less than 0.6, while producing strong risk adjusted returns. 
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Summary of Investment Strategies
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Approved by CBOT  - Income Strategies

Asset / Manager Asset Class Description Role in Portfolio Estimated Fees

Direct Real Estate

Harrison Street

Real Assets Direct investment in property types typically left out 

of core real estate portfolios: Education, Healthcare 

and Storage real estate

Diversifies traditional core real estate exposure given 

greater income profile (as component of total return) & 

distribution yield 1.15%

Social Infrastructure

Harrison Street

Real Assets Fund invests in small- to mid-market opportunities 

focused on the Education, Healthcare, 

 overnment, and Utility (“   U”) real asset 

segment in North America (primarily U.S.)

 iversifies traditional core real estate e posures to “needs-

based” institutions and assets that are non-cyclical 

IM: 0.82%

Perf: 15% over 7% hard 

hurdle

Industrial Real Estate 

Nuveen

Real Assets Fund acquires and manages well-located, income 

generating institutional quality industrial properties 

in the U.S.

Diversifies traditional core real estate exposures with 

investment in structural trends in industries that benefit from 

urbanization and supply chain modernization 0.75%
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Parametric Asset Allocation
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As of November 2, 2023

Note: Parametric Overlay program inception date was 3/27/2015.

Note: Parametric physical exposure may not match current balances in this report as Parametric may be using preliminary asset values.
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Parametric Asset Allocation
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As of November 2, 2023

Notes: Overlay Program Inception to Date Gain/Loss includes exposure during 

International Equity transition (~ $846.1k)

Parametric Overlay program inception date was 3/27/2015.

 Parametric physical exposure may not match current balances in this report as Parametric 

may be using preliminary asset values
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Benchmark Definitions
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▪ Growth and Income Segments

▪ The Growth Segment is a beginning of period weighted average of the Domestic Equity and International Equity Segments. 

▪ The Income Segment is a beginning of period weighted average of the Fixed Income, Alternative Credit, and Real Estate segments.

         

                                                                  

                                                                                                                

                                                                                                                                          

                 

                 

                                                                                                                                 
               

                                                                                                                                

                                              

                                                                                                                                            

                                                                                                                                

                                              

                   

                                                                  

                                                                                                                

                                                                                                                                          

                 

                 

                                                                                                                                 
               

                                                                                                                                

                                              

                                                                                                                                            

                                                                                                                                

                                              

             

                                                                                                                          

                       

                          

                     

                          

                 

                               

                       

                       

                         

                                



wtwco.com

Benchmark Definitions
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Benchmark Definitions
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Index and Data Providers
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Market index and fund data may be provided by Bloomberg Barclays, Bank of America Merrill Lynch, Cambridge Associates, Center for Research in Security  Prices (CRSP), 

Citi, eVestment,  FTSE,  InvestorForce  Inc.,  JP Morgan, Morgan  Stanley  Capital  International,  Morningstar,  Inc.,  National  Council  of  Real  Estate  Investment  Fiduciaries  

(  R   ), Russell  nde es, Standard    oor’s and Wilshire   ssociates  ncorporated, or other entities 

All MSCI indices are registered trademarks of Morgan Stanley Capital International Inc.

All Bloomberg Barclays indices are registered trademarks of Barclays Bank PLC.

All Russell indices are registered trademarks of FTSE Russell.

All S&P indices are registered trademarks of Standard & Poor’s Financial Services LLC, a division of S&P Global.

All ICE BofAML indices are standard trademarks of ICE Data Indices, LLC 

In addition to the limitation of reliance above, for greater clarity:

1. FTSE Russell is the source and owner of the data contained or reflected in this material and all trademarks and copyrights related thereto. This material may contain 

confidential information and unauthorized use, disclosure, copying, dissemination or redistribution is strictly prohibited.  This is a USER presentation of the data. FTSE 

Russell is not responsible for the formatting or configuration of this material or for any inaccuracy in presentation thereof.

2. Bloomberg Barclays accepts no liability whatsoever for the accuracy, timeliness, reliability, performance, continued availability, completeness or currency of the Content, or 

for delays or omissions therein, or for interruptions in the delivery of any Content, or for any special, punitive, indirect, incidental or consequential losses arising from the use 

of or reliance on any Content, even if advised of the possibility of such losses.

3. All legacy Lehman Brothers benchmark indices were rebranded as Barclays Indices in November 2008.

4. Copyright Morgan Stanley & Co. Incorporated (2017). All Rights Reserved. Unpublished. PROPRIETARY TO MORGAN STANLEY & CO. INCORPORATED

5. The MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and 

any other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products or indices.  This information is provided on an “as is” 

basis.

6. The user assumes the entire risk of any use made of this information.  MSCI, its affiliates and any third party involved in, or related to, computing or compiling the 

information hereby expressly disclaim all warranties (including, without limitation, all warranties of originality, accuracy, completeness, merchantability and fitness for a 

particular purpose) with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or 

related to, computing or compiling the information have any liability for any damages of any kind.  MSCI, Morgan Stanley Capital International and the MSCI indexes are 

service marks of MSCI and its affiliates.
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Disclaimer
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Towers Watson Investment Services, Inc. (“TWIS”) has prepared this report for The City of Gainesville Police & Fire Pension Plan to assist in the ongoing monitoring of its 

Plan's investment managers and to review actual against planned asset allocation.

In preparing this report we have placed reasonable reliance on data supplied to us by third parties including the Plan's investment managers and other individuals and 

organizations involved with or associated to the plan. In particular we have relied upon information, both quantitative and qualitative, supplied by the investment managers, and 

on market data and benchmark information provided as listed on the following page. While reasonable care has been taken to gauge the reliability of this data, this report carries 

no guarantee of accuracy or completeness and TWIS cannot be held accountable for the misrepresentation of data by third parties involved.

The written comments included in the report should be considered in conjunction with the supporting and amplifying verbal comments and other background information provided 

by TWIS.

Opinions and ratings on the investment managers contained in this report are not intended to imply, nor should be interpreted as conveying, any form of guarantee or assurance 

by TWIS, either to The City of Gainesville Police & Fire Pension Plan or any third party, of the future performance of the investment manager(s) or fund in question. It should be 

noted in particular that we have not researched the investment managers’ compliance procedures, and accordingly make no warranty and accept no responsibility for any 

consequences that might arise in this regard. Past investment performance results are not necessarily indicative of future performance results.

This report is provided to The City of Gainesville Police & Fire Pension Plan solely for its use, for the specific purpose indicated. This report is based on information available to 

TWIS as at the date of the report and takes no account of subsequent developments after that date. It may not be modified or provided by The City of Gainesville Police & Fire 

Pension Plan to any other party without TWIS’s prior written permission. It may also not be disclosed by The City of Gainesville Police & Fire Pension Plan to any other party 

without TWIS’s prior written permission except as may be required by law. In the absence of our express written permission to the contrary, TWIS accepts no responsibility for 

any consequences arising from any third party relying on this report or the opinions we have expressed. This report is not intended by TWIS to form a basis of any decision by 

a third party to do or omit to do anything.

◼ Returns stated in this report are net of investment management  fees, unless otherwise stated.

◼ All returns are calculated based on the information provided from the custodian statements and are reported as time weighted returns.

◼ All returns and statistics in this report for periods greater than one year are annualized unless otherwise indicated. Annual periods are calendar years.

◼ Attribution analysis and portfolio characteristics are based on securities listings provided by the investment managers and/or custodians, with calculation software provided 

by InvestorForce.
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Disclaimer – Conflict of Interest Disclosure
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Willis Towers Watson group companies may provide advisory and other services to the asset managers which Towers Watson Investment Services recommends or 

appoints on behalf of clients for whom it provides delegated or advisory investment services.  These engagements and relationships are distinct from the services Towers 

Watson Investment Services provides to you and will not impair our ability to provide objective, unbiased advice.  If you have any questions about these engagements and 

relationships, please contact your lead Willis Towers Watson consultant.  Willis Towers Watson Public Limited Company is a publicly traded company whose stock may 

from time to time be included in funds managed by institutional holders or in mutual funds, or may otherwise be held by clients of managers. Stock ownership status does 

not constitute a factor in our analysis. The identity of the top institutional and mutual fund ownership of publicly traded stock is publicly available information.
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Contact Details
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◼ Cole Jacobs 

◼ Associate Director, Investments  

◼ 5 Concourse Parkway 18th  Floor

◼ Atlanta, Georgia 30328

◼ 404-219-8054

◼ cole.jacobs@willistowerswatson.com

◼ Zachary Paris, CFA 

◼ Portfolio Manager 

◼ 1735 Market Street

◼ Philadelphia, PA  19103

◼ 215-246-7061

◼ zachary.paris@willistowerswatson.com

mailto:cole.jacobs@willistowerswatson.com
mailto:zachary.paris@willistowerswatson.com
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