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• The Plan’s Investment Policy Statement (IPS) 

serves as a roadmap to the investment oversight 

of the Plan and documents the prudent process 

the Board and Staff follow in monitoring the Plan. 

It defines the: 

– Purpose of the IPS 

– Plan’s investment objectives 

– Responsibilities of the different parties 

– Investment structure and options 

– Investment search and the City’s procurement policy 

– Policies for selection and termination of investments 

– Investment option performance standards  

Benchmarks and Procedures for ongoing 

monitoring of  investment options 

• This IPS will be reviewed no less than once every three 

years 

 

 

 

 

 

I N V E S T M E N T  P O L I C Y  S T A T E M E N T  

P U R P O S E  
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• The IPS defines the objectives of the 

Deferred Compensation Plan, which is part 

of the City’s broader retirement program. 

• The primary objective of the Plan are to 

assist employees and their beneficiaries 

accumulate assets in a tax efficient manner 

and obtain financial security in retirement. 

• A related objective is to provide a diversified 

line-up of high quality options at reasonable 

fees 

• Participation is voluntary and ultimately 

investment risk in the Plan is borne by the 

participant, who is responsible for deciding 

how much salary to defer and which options 

to select for their investment portfolio. 

I N V E S T M E N T  P O L I C Y  S T A T E M E N T  

P L A N  O B J E C T I V E S  
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• This section of the IPS describes in 

detail the roles and responsibilities of the 

Board members, investment consultant, 

investment managers, TPA and 

custodian.  

• These parties have the fiduciary duty to 

act in the sole interest of the Plan 

participants and their beneficiaries and 

must follow the “prudent investor” 

principles. 

• Board members can select delegates to 

carry out different tasks but ultimately, 

the Board still retains the obligation to 

monitor these delegates. 

  

 

I N V E S T M E N T  P O L I C Y  S T A T E M E N T  

R E S P O N S I B I L I T I E S  O F  T H E  D I F F E R E N T  P A R T I E S  
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• The Board has selected a fund of fund 

structure for the investment options in the 

Plan in order to provide diversification 

• Options are identified by asset class rather 

than a brand name in an effort to promote 

participant focus on asset allocation rather 

than fund names.  

• Participants can easily select options based 

on their individual investment objectives 

and risk tolerance. 

• The Plan structure is comprised of the 

following tiers: 

– Asset Allocation: for “do it for me” investors  

– Core Options: for “guide me” investors 

– Brokerage Window: for “let me do it” investors 

• See Appendix for the fund of fund option 

details 

I N V E S T M E N T  P O L I C Y  S T A T E M E N T  

I N V E S T M E N T  S T R U C T U R E  A N D  O P T I O N S  
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• This section of the IPS provides 

information on the process that the 

Board follows when conducting mutual 

fund searches and/or institutional 

manager procurements to fill out the 

options in the Plan’s investment menu. 

– Institutional products follow an RFP 

process 

– Mutual fund searches which do not 

require contracting can also be used 

if the Board deems appropriate. 

• Searches and procurements for specific 

investments generally will occur once 

every five years, though nothing 

precludes the Board from expediting 

procurement if appropriate.   

 

 

 

I N V E S T M E N T  P O L I C Y  S T A T E M E N T  

I N V E S T M E N T  S E A R C H  A N D  P R O C U R E M E N T  
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• In this section of the IPS, the Board has 

developed a list of minimum 

qualifications for the selection of 

investment managers, as well as the 

criteria for qualitative and quantitative 

assessments. 

• Although searches for specific 

investment categories are performed 

once every five years, under certain 

circumstances it may be necessary to 

terminate/replace the manager before 

the five-year period. A discussion of 

these circumstances is shown on this 

section. 

I N V E S T M E N T  P O L I C Y  S T A T E M E N T  

P O L I C I E S  F O R  S E L E C T I O N  A N D  T E R M I N A T I O N  O F  

I N V E S T M E N T S  
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• The qualitative and quantitative 

investment option performance 

evaluation standards are listed here. 

• The index and universe benchmarks 

selected for the evaluation of the 

investment options are listed on a table 

in this section. 

• On the following slides, we provide 

samples of how these standards are 

applied on the monitoring of the 

investment options. 

 

 

I N V E S T M E N T  P O L I C Y  S T A T E M E N T  

I N V E S T M E N T  O P T I O N  P E R F O R M A N C E  S T A N D A R D S  
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P R O C E D U R E S  F O R  M O N I T O R I N G  F U N D S  

B E N C H M A R K S  

Benchmark 

• A measure against which performance is assessed 

– Most funds have a stated benchmark which the investment team aims to outperform. 

Benchmarks tend to be a market index, such as the S&P 500 Index or a peer group 

median  

– A good benchmark is characterized by: being measurable, investable, and having a 

construction process that is known 

- Examples of appropriate benchmarks:  

- Large cap value Russell 1000 Value 

- Developed non-US equity  MSCI EAFE 

- Core US bond fund  Bloomberg Barclays US Aggregate  

– While not investible, peer groups provide useful information about how a fund’s investment 

strategy compares to other funds within the asset class and can also provide insight into a 

manager’s investment process. 

– Some portfolios are benchmark agnostic, meaning that they do not try to outperform a 

specified benchmark, but rather focus on achieving an absolute return 
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P R O C E D U R E S  F O R  M O N I T O R I N G  F U N D S  

P A S S I V E  M A N A G E M E N T  –  Q U A N T I T A T I V E  A N A L Y S I S  

As an index fund, the DCP Large Cap Stock Fund (comprised 100% of the Vanguard 

Institutional Index Fund) seeks to approximate the performance of the S&P 500 Index. On a 

quarterly basis, we evaluate how successful the fund has been at tracking the benchmark. 

Over all periods, the fund (top 

line) closely mirrors the 

benchmark.  In addition, relative to the 

universe of all large cap equity 

index funds, strategy ranks 

favorably among other large cap 

passive funds. 
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P R O C E D U R E S  F O R  M O N I T O R I N G  F U N D S  

A C T I V E  M A N A G E M E N T  –  Q U A N T I T A T I V E  A N A L Y S I S  

As an actively managed fund investing in fixed income securities, Loomis Sayles (which is an 

underlying active fixed income manager within the DCP Bond Fund) seeks to outperform the 

performance of the Bloomberg Barclays Aggregate Bond Index. On a quarterly basis, we 

evaluate how successful the fund has been at this. 

Over all periods, Loomis Sayles (top 

line) exceeds benchmark 

performance (second line) by a 

significant margin, indicating it is 

adding value above a passive 

investment 

In addition, relative to other core fixed 

income funds, the strategy stacks up 

very well (percentile rankings in 

parentheses – lower is better), 

ranking  in top quartile of comparable 

funds over most periods. 
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P R O C E D U R E S  F O R  M O N I T O R I N G  F U N D S  

A C T I V E  M A N A G E M E N T  –  Q U A N T I T A T I V E  A N A L Y S I S  

Further analysis of 

performance 

(including fund 

information) is 

contained in the 

detailed exhibits in 

normal performance 

reports, should more 

scrutiny be required. 
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P R O C E D U R E S  F O R  M O N I T O R I N G  F U N D S  

A C T I V E  M A N A G E M E N T  –  Q U A N T I T A T I V E  A N A L Y S I S  

Evaluating how a 

strategy performs 

over time (rolling 

periods) and in 

different market 

conditions, may 

help us arrive at 

better conclusions 

regarding retaining 

or terminating an 

actively managed 

fund. Risk 

measures are also 

included for 

evaluation. 
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P R O C E D U R E S  F O R  M O N I T O R I N G  F U N D S  

Q U A L I T A T I V E  A N A L Y S I S  

Aside from focusing solely on quantitative factors, it’s important to qualitatively evaluate fund 

managers since assessing non-performance attributes like research quality, portfolio 

construction, and other factors may be more predictive of future results than trailing 

performance. 

Qualitative assessment of Loomis, Sayles & Company 

Factor Factor 

Score 

Comments 

Idea Generation ■■■■ 
Loomis' large team of fundamental credit analysts is a key competitive advantage. The investment team is well-rounded 

and we positively view the sector team alignment of portfolio managers, research analysts and traders to provide a sector 

view that is generated and analyzed from multiple perspectives.  

Portfolio Construction ■■■□ 
The firm has a well-resourced risk team known as the quantitative research risk analysis (QRRA) group and we positively 

view the structure of a dedicated quantitative research risk analyst per sector team. Every sector team has a dedicated 

QRRA resource, which we is well integrated into the portfolio management process.  

Implementation ■■■□ 
Loomis’ fixed income traders are specialized by sectors allowing for an in depth focus on market liquidity, supply and 

pricing to inform the relative value analysis. We like the integration of traders into the investment process as it further 

demonstrates the collaborative firm culture.  

Business Management ■■■□ The firm retains its operational independence, and the senior staff at the firm has remained stable. 

ESG Rating ESG3 
The team performs proprietary ESG analysis as part of their credit research, but we have not seen evidence that ESG 

factors are an explicit driver of the investment decision making. 

Overall Rating A 

The depth and breadth of Loomis' fundamental credit analysis is a key strength. The investment team is well rounded and 

we positively view the alignment of portfolio managers, research analysts and traders to provide a sector view that is 

generated and analyzed from multiple perspectives. In addition, this integration ensures that the insights internally 

generated benefit the portfolio and provide checks and balances on analysis, through ongoing critical review. In addition, 

we favor the team for its top-down process, which emphasizes opportunistic sector rotation within a relative return and 

benchmark-aware framework. 
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Communications 

Employee Education 

Administration 

Investment 

Consulting 

Services 

Desired/Provided 

How To Pay For 

Services 
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Cost of Services 

Provided 

$ 
Investments & 

 Trust Services 

Plan Design 

Consulting 

E X P E N S E  M O N I T O R I N G  
 

Plan fiduciaries are charged with monitoring fees for services provided and 

routinely should seek to attain best pricing for the Plan 

Plan  
Sponsor  
subsidy 

Revenue  
Sharing from 
funds 

Participant  
Fees  
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The Plan 

is offering 

well below 

peer 

group 

median 

cost for all 

funds.  

Weighted average expense including administrative & other 

expenses is 0.23%. 

E X P E N S E  M O N I T O R I N G   

I N V E S T M E N T  E X P E N S E  A N A L Y S I S  
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I N V E S T M E N T  P O L I C Y  S T A T E M E N T  

A P P E N D I X  

• The Appendix shows details of: 

– The investment option profiles 

– DCP Deposit Savings Account 
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A P P E N D I X  

I N V E S T M E N T  O P T I O N S  A N D  B E N C H M A R K S  
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A P P E N D I X  

P R O F I L E  F U N D  A L L O C A T I O N S  E F F E C T I V E  6 / 2 9 / 1 8  
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I M P O R T A N T  N O T I C E S  

References to Mercer shall be construed to include Mercer LLC and/or its associated companies. 

© 2018 Mercer LLC. All rights reserved.  

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided 

by Mercer. Its content may not be modified, sold or otherwise provided, in whole or in part, to any other person or entity, without Mercer’s 

prior written permission. 

Mercer does not provide tax or legal advice. You should contact your tax advisor, accountant and/or attorney before making any decisions 

with tax or legal implications.  

The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice. They 

are not intended to convey any guarantees as to the future performance of the investment products, asset classes or capital markets 

discussed. Past performance does not guarantee future results. Mercer’s ratings do not constitute individualized investment advice.  

Information contained herein has been obtained from a range of third party sources. While the information is believed to be reliable, Mercer 

has not sought to verify it independently. As such, Mercer makes no representations or warranties as to the accuracy of the information 

presented and takes no responsibility or liability (including for indirect, consequential or incidental damages), for any error, omission or 

inaccuracy in the data supplied by any third party. 

This does not constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other financial instruments or 

products or constitute a solicitation on behalf of any of the investment managers, their affiliates, products or strategies that Mercer may 

evaluate or recommend. 

The value of your investments can go down as well as up, and you may not get back the amount you have invested. Investments 

denominated in a foreign currency will fluctuate with the value of the currency. Certain investments, such as securities issued by small 

capitalization, foreign and emerging market issuers, real property, and illiquid, leveraged or high-yield funds, carry additional risks that should 

be considered before choosing an investment manager or making an investment decision. 

 




