
 
 

Investments Committee Report 21-10 
 
Date:  December 1, 2021 
 
To: Investments Committee  
 
From:  Staff 
 
Subject: Search Process for DCP Actively Managed Mandates: 

- Small-Cap Value and Small-Cap Growth Equity (Stage 3) 
- Core Plus Fixed Income (Stage 3) 

 
Recommendation: 
That the Investments Committee (Committee) develop final fund selection recommendations to the 
Board of Deferred Compensation Administration (Board) for (a) the Small-Cap Active Value Equity and 
Small-Cap Active Growth Equity mandates and (b) the Core Plus Fixed Income mandate. 
 
Discussion: 
 

A. Background 
 
The Board and the Committee have taken a number of actions with respect to procurements and search 
processes for Deferred Compensation Plan (DCP) investment managers. Following is a summary of 
actions to date regarding these ongoing searches: 
 
• On June 18, 2019, the Board directed staff to draft revisions to the DCP Core Menu Investment 

Management Services and Stable Value Fund (SVF) Management Services RFPs to include an 
evaluation process aligning with the Board’s established mutual fund search process. The Board 
also asked staff to work with the City Attorney’s Office and Office of Contract Compliance to identify 
all non-applicable provisions of the City’s general contracting requirements for the investment of 
DCP funds.  

• On July 16, 2019, the Board approved staff’s proposed process to administer parallel mutual fund 
and institutional product procurement searches for all DCP investment mandates.  

• On January 14, 2020, the Committee reviewed and approved staff’s proposed revised RFPs. 
• On February 18, 2020, the Board approved and authorized the release of RFPs for (i) DCP 

Investment Management Services and (ii) SVF Investment Management Services. 
• On August 17, 2020, the DCP Core Menu RFP was released; responses were due October 1, 2020. 

Along approximately the same time frame the DCP investment consultant, Mercer Investments 
(Mercer), executed the parallel mutual fund search process. 
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• On February 16, 2021, following Committee review on October 30, 2020, and prior Board 
consideration at its meetings on December 15, 2020, and January 19, 2021, the Board selected 
Galliard Capital Management to complete its SVF procurement process. 

• On May 18, 2021, the Board selected Vanguard to provide passive management services for the 
passively managed components of the DCP Bond, DCP Large-Cap Stock, DCP Mid-Cap Stock, and 
DCP Small-Cap Stock investment options, following prior consideration at its meeting on April 20, 
2021. 

• On June 23, 2021, the Committee approved a proposal from staff and Mercer for the methodology 
to be used for reviewing candidates for the actively managed mandates. The process provides that 
following evaluation of all RFP respondents and mutual fund candidates on RFP evaluation 
categories, as part of its Stage 1 review Mercer will provide recommendations regarding removing 
from the candidate list those funds not meeting certain key criteria outlined in Section 5.1, 
Evaluation Process and Review Criteria, of the RFP and which would otherwise be the basis for 
ranking candidates in any event. 

• On July 22, 2021, the Committee approved a refined number of candidate strategies for the Mid-
Cap Value Equity, International Small-Cap Equity, International Emerging Markets Equity, and 
International Developed Markets Equity investment mandates. Consideration of the Core Plus Fixed 
Income, Mid-Cap Growth Equity, Small-Cap Value Equity, and Small-Cap Growth Equity mandates 
was deferred. 

• On August 23, 2021, the Committee approved a refined number of candidate strategies for the DCP 
Core Plus Fixed Income, Mid-Cap Growth Equity, Small-Cap Value Equity, and Small-Cap Growth 
Equity investment mandates. 

• On September 17, 2021, the Committee approved Stage 3 finalists for the International Small-Cap 
Equity, International Emerging Markets Equity, and International Developed Markets Equity 
investment mandates. 

• On September 29, 2021, the Committee approved Stage 3 finalists for the Mid-Cap Active Value 
Equity and Mid-Cap Active Growth Equity mandates. 

• On October 20, 2021, the Committee approved Stage 3 finalists for the Small-Cap Active Value 
Equity and Small-Cap Active Growth Equity mandates; and deferred Stage 3 consideration of the 
International mandates due to a change in status for one of the prior finalists for the International 
Small-Cap mandate. 

• On October 28, 2021, the Committee developed final recommendations to the Board for selection 
of the Mid-Cap Active Value Equity and Mid-Cap Active Growth Equity mandates. The Committee 
deferred action on the International Small-Cap fund mandate pending additional information from 
the consultant; and advanced finalists for Stage 3 review of the Active Bond mandate. 

• On November 22, 2021, the Committee approved Stage 3 finalists for the International Small-Cap 
mandate. 

 
B. Committee Action and Timeline 

 
At the current Committee meeting Mercer will review: 
 

• Small-Cap Value and Small-Cap Growth Equity – Stage 3 review (Attachment A) 
• Core Plus Fixed Income – Stage 3 review (Attachment B) 
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The objective for the Committee at the current meeting is to develop final fund selection 
recommendations to the Board for the Small-Cap Active Value Equity, Small-Cap Active Growth Equity, 
and Core Plus Fixed Income mandates. It is noted that, following the November 22 meeting, there was 
insufficient time to complete the International Small-Cap Stage 3 review for the current meeting. As a 
result, one additional Investment Committee meeting will need to be scheduled for final actions related 
to that mandate. The following table provides an updated timeline for Committee review of the 
remaining meetings and subsequent consideration by the full Board: 
 

Topic Investments Committee Meeting Date Board Meeting Date for 
Considering Investment 

Committee 
Recommendations 

Stage 2 – International  September 17, 2021 (completed) N/A 
Stage 2 – Mid-Cap September 29, 2021 (completed) N/A 
Stage 2 – Small-Cap 
Stage 3 – International 

October 20, 2021 completed Small-Cap 
(completed) 

N/A 

Stage 2 – Bond 
Stage 2 – International (Small-Cap) 
Stage 3 – Mid-Cap  

October 28, 2021 (completed) November 16, 2021 (Mid-Cap) 
(completed) 

Stage 2 - International (Small-Cap) November 22, 2021 N/A 
Stage 3 – Small-Cap 
Stage 3 – Bond 

December 1, 2021 December 21, 2021 (Small-
Cap; Bond) 

Stage 3 – International (Small-Cap) TBD TBD 
 
 
 
 
Submitted by:   _______________________________________ 

Steven Montagna, Chief Personnel Analyst	
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T A B L E  O F  C O N T E N T S

• Background

• Small Cap Value Equity Finalists

• Small Cap Growth Equity Finalists

• DCP Small Cap Stock Fund Pro-Forma Analysis

• Appendix

– Manager Profiles for Mercer Rated Strategies

– Performance Notes

– Disclosures
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BACKGROUND
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B A C K G R O U N D

D C P  S M A L L  C A P  S T O C K  F U N D  F I N A L I S T S

• The DCP Small Cap Stock Fund approved structure is 33.3% Passive Small Cap Core Equity + 

33.3% Active Small Cap Value Equity + 33.3% Active Small Cap Growth Equity. 

• At the March 19, 2021 Investment Committee meeting, Mercer presented the Passive search, where 

the Committee voted to retain the incumbent Vanguard Small Cap Index Fund as the passively 

managed portion of the DCP Small Cap Stock Fund.

• At the October 28, 2021 Investment Committee meeting, Mercer presented Stage 2 search reports 

for Small Cap Value Equity and Small Cap Growth Equity.

• Based on discussion at the meeting, the Committee chose the following candidates as finalists:

– Small Cap Value Equity:

- Fisher Small Cap Value Equity – CIT

- Neuberger Small Cap Intrinsic Value Equity – Mutual fund or CIT

– Small Cap Growth Equity:

- AB US Small Cap Growth Equity – Mutual fund or CIT

- Columbia Small Cap Growth Equity – CIT
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B A C K G R O U N D

D C P  S M A L L  C A P  S T O C K  F U N D  F I N A L I S T S

Notes:

• All performance is net of fees, unless otherwise noted

• Portfolio characteristics and performance exhibits are as of 6/30/21, unless otherwise noted

• Total DCP Small Cap Stock mandate size is approximately $508.6 million

– $172.9 million (34%) as of June 30, 2021 for Passive Small Cap Core Equity

– $167.8 million (33%) as of June 30, 2021 for Active Small Cap Value Equity

– $167.8 million (33%) as of June 30, 2021 for Active Small Cap Growth Equity
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ACTIVE SMALL CAP VALUE 

EQUITY F INALISTS
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S M A L L  C A P  V A L U E  E Q U I T Y  

F I N A L I S T  S U M M A R Y

Candidate  At A Glance

Fisher Neuberger

Headquarters Camas, WA New York, NY

Firm Ownership Employee Owned 100% Neuberger Berman 100%

Firm AUM (millions as of June 2021) $51,300 $433,200

Strategy name Fisher Small Cap Value Neuberger Small Cap Intrinsic Value

Mercer Rating1 B R

Strategy AUM (millions as of June

2021)
$6,267 $3,916

Strategy Inception Year 1990 1997

Vehicle Name Active Small Cap Value Equity Class 2 Active Small Cap Value Equity

Most Cost Effective Vehicle CIT2 CIT

Net Effective Cost/Fee (Revenue 

Sharing)
0.79% 0.80%

1 Mercer rating not evaluated. Further detail in appendix. 
2 Pricing is for Share Class 2 All-in Fee CIT. Fisher is willing to launch a new FIIG US Small Cap Value CIT if awarded this mandate.
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S M A L L  C A P  V A L U E  E Q U I T Y  

F I N A L I S T  S U M M A R Y
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S M A L L  C A P  V A L U E  E Q U I T Y  

F I N A L I S T  S U M M A R Y
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S M A L L  C A P  V A L U E  E Q U I T Y  

S E L E C T E D  P O R T F O L I O  G U I D E L I N E S

Firm

Minimum

market cap

($MM)1

Maximum

market cap

($MM)1

Number of

stocks

typically

held

Average cash

position over

last 5 years (%)

Average

portfolio

turnover over

last 5 years(%)

Fisher 500 N/A 93 0.3 25

Neuberger 200 5,000 91 3.0 30

# of Holdings 
% in Top 10 

Holdings
Market Cap ($M) Dividend Yield Price / Earnings Price / Book

Fisher 97 26.60 8,519 0.63 26.56 3.16

Neuberger 90 24.03 5,401 0.45 38.64 3.24

Russell 2000 Value 1915 3.13 3,340 0.90 14.01 2.91

As of June 30, 2021

1 Market Cap at time of purchase..
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S M A L L  C A P  V A L U E  E Q U I T Y  

S T R A T E G Y  C H A R A C T E R I S T I C S

As of June 30, 2021

Key observations:

• There is significant difference in candidates’ sector bets: Neuberger has a large allocation to Information Technology (38%) and

underweights across other categories, including Energy, Financials and Consumer Staples.

• Fisher is more aligned with the benchmark, with some overweight in Materials, Financials and Information Technology.
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S M A L L  C A P  V A L U E  E Q U I T Y  

R E T U R N S - B A S E D  S T Y L E  A N A L Y S I S

•

•
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S M A L L  C A P  V A L U E  E Q U I T Y  

A N N U A L I Z E D  P E R F O R M A N C E

• Neuberger exhibits stronger recent performance, ranking in the top quartile, while both candidates were closely 

aligned over long-term periods, with returns ranking in the top half of the universe.
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S M A L L  C A P  V A L U E  E Q U I T Y  

R I S K  S T A T I S T I C S  – 5  Y E A R

The risk free rate used for these calculations is the US 3 month T-Bill

• Neuberger had a stronger performance in both up- and down-markets.

• Both candidates are closely aligned across risk measures, with Neuberger exhibiting a slightly greater confidence of value-added (Conf VA).
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ACTIVE SMALL CAP GROWTH 

EQUITY F INALISTS
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S M A L L  C A P  G R O W T H  E Q U I T Y  

F I N A L I S T  S U M M A R Y

Candidate  At A Glance

AB Columbia

Headquarters Nashville, TN Boston, MA

Firm Ownership
Equitable Holdings, Inc. (EQH) 64.42%Other 

22.14%Employee owned 13.44%
Ameriprise Financial, Inc. 100%

Firm AUM (millions as of June 2021) $738,400 $437,100

Strategy name US Small Cap Growth Columbia Small Cap Growth

Mercer Rating1 R N

Strategy AUM (millions as of June

2021)
$8,941 $3,965

Strategy Inception Year 1970 1992

Vehicle Name AB Small Cap Growth Portfolio Advisor Active Small Cap Growth Equity

Most Cost Effective Vehicle Mutual Fund CIT

Net Effective Cost/Fee (Revenue 

Sharing)
0.92% (25%) 0.50%

1 Mercer rating not evaluated. Further detail in appendix. 
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S M A L L  C A P  G R O W T H  E Q U I T Y  

F I N A L I S T  S U M M A R Y
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S M A L L  C A P  G R O W T H  E Q U I T Y  

F I N A L I S T  S U M M A R Y
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S M A L L  C A P  G R O W T H  E Q U I T Y  

S E L E C T E D  P O R T F O L I O  G U I D E L I N E S

Firm

Minimum

market cap

($MM)1

Maximum

market cap

($MM)1

Number of

stocks

typically

held

Average cash

position over

last 5 years (%)

Average

portfolio

turnover over

last 5 years(%)

AB 100 6,600 104 2 50

Columbia 250 Not Provided 98 3 100

Key observations:

• Though remarkably similar, AB holds less concentration in the top 10 holdings and is also a smaller size.

# of Holdings 
% in Top 10 

Holdings
Market Cap ($M) Dividend Yield Price / Earnings Price / Book

AB 105 16.43 5,432 0.15 329.82 7.07

Columbia 97 27.05 6,849 0.15 296.56 7.96

Russell 2000

Growth
1,072 4.93 3,699 0.31 209.82 6.73

As of June 30, 2021

1 Market Cap at time of purchase..
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S M A L L  C A P  G R O W T H  E Q U I T Y  

S T R A T E G Y  C H A R A C T E R I S T I C S

As of June 30, 2021

Key observations:

• The candidates show similar allocations across the sector spectrum, with the exception of Columbia’s increased allocation to 

Healthcare and AB’s greater share of Information Technology and Financials. 

• AB has no Communication Services.
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S M A L L  C A P  G R O W T H  E Q U I T Y  

R E T U R N S - B A S E D  S T Y L E  A N A L Y S I S

•

•
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S M A L L  C A P  G R O W T H  E Q U I T Y  

A N N U A L I Z E D  P E R F O R M A N C E

• Over periods greater than 1-year, both AB and Columbia have been stellar performers, ranking among the top 

in their universe.
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S M A L L  C A P  G R O W T H  E Q U I T Y  

R I S K  S T A T I S T I C S  – 5  Y E A R

The risk free rate used for these calculations is the US 3 month T-Bill

• Both candidates performed exceptionally well in the up markets and protected in down markets, with AB being stronger in 

the down markets.

• Both candidates’ Information Ratio is very strong, though it should be noted the tracking error is high for both.
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DCP SMALL CAP STOCK FUND

PRO-FORMA ANALYSIS
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Key findings:

As detailed in the following exhibits, all combined portfolios are well diversified and have 

attractive characteristics and performance metrics that are consistent with a dedicated 

small cap portfolio.

All portfolios will represent an increase in fees, though back-tested performance is 

improved. 

While all portfolio combinations have compelling characteristics, there are certain 

tendencies exhibited:

All four portfolios show strong returns and rank at the top of the small cap core 

universe, however, portfolio constructions with Fisher demonstrate strong 

consistency of returns.

Portfolios with Columbia plotted more growth-oriented on a trailing basis and show 

higher tracking error relative to the benchmark.

Mixes including Columbia are most cost-effective.

D C P  S M A L L  C A P  S T O C K  F U N D

R E C O M M E N D A T I O N S / K E Y  O B S E R V A T I O N S
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D C P  S M A L L  C A P  S T O C K  F U N D

F E E  C O M P A R I S O N

As of June 30, 2021

1 Pricing is for Share Class 2 All-in Fee CIT. Fisher is willing to launch a new FIIG US Small Cap Value CIT if awarded this mandate. 

Key observations: 

• The DCP Small Cap Stock Fund currently has an expense ratio of 0.45% and 0.10% in revenue sharing, 

for a net effective fee of 0.35%.

• AB Small Cap Growth mutual fund is the only vehicle that offers revenue sharing and all prospective 

portfolios represent a net effective fee increase to the City, as is detailed on the following page.

Asset Category Firm Strategy Name

Expense

Ratio 

(Revenue 

Sharing)

Net 

Effective 

Expense 

Ratio

Small Cap Value

Fisher Fisher Small Cap Value Equity1 0.79% 0.79%

Neuberger Neuberger Small Cap Intrinsic Value Equity 0.80% 0.80%

Small Cap Growth

AB AB Small Cap Growth Equity
0.92% 

(0.25%)
0.67%

Columbia Columbia Small Cap Growth Equity 0.50% 0.50%
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D C P  S M A L L  C A P  S T O C K  F U N D

F E E  C O M P A R I S O N

As of June 30, 2021. 

1 All portfolios include 34% allocation to Vanguard Small Cap Index with an expense ratio of 0.03% and 33% allocations to listed Small Cap Growth and Small Cap Value finalists

Key observations: 

• All prospective portfolios represent a net effective fee increase to the City, with Portfolios 2 and 4 

(Columbia combinations) showing the least potential fee increase.

Composite Managers
1
 

Net Expense Ratio 

(Revenue Sharing)

Effective Expense 

Ratio

Estimated 

Effective % 

Difference vs 

Current

Estimated 

Effective Expense 

(Based of 6/30/21 

Assets of 

$167.8M)

Estimated 

Effective $ 

Difference vs 

Current

Portfolio 1 Fisher / AB 0.57% (0.08%) 0.49% 0.14% $825,576 $238,276 

Portfolio 2 Fisher / Columbia 0.44% 0.44% 0.09% $731,440 $144,140 

Portfolio 3 Neuberger / AB 0.58% (0.08%) 0.50% 0.14% $831,113 $243,813 

Portfolio 4 Neuberger / Columbia 0.44% 0.44% 0.09% $736,978 $149,678 

Current DFA / Hartford 0.45% (0.10%) 0.35% - $587,300 -
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D C P  S M A L L  C A P  S T O C K  F U N D

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

Key observations: 

• All composite portfolios represent attractive options that have outperformed the custom benchmark over 

the 7-year period.

• Portfolios 1 and 2 (Fisher combinations) had better risk-adjusted metrics over the seven year period.

Performance characteristics vs. 34% Vanguard Small Cap Benchmark / 33% Russ 2000G / 33% Russ 2000V (Benchmark) in $US (after fees) over 7 yrs ending June-21

Comparison with the Mutual Fund US Equity Small Cap Core universe (Percentile Ranking) (quarterly calculations) 

Portfolio 1 Fish / AB 14.46 22.45 3.90 0.80 0.61 3.21 117.23 94.56 0.96

Portfolio 2 Fish / Col 15.81 22.73 4.25 1.05 0.66 4.35 121.92 90.11 0.97

Portfolio 3 Neu / AB 14.10 23.84 4.34 0.63 0.56 2.39 121.66 98.99 1.01

Portfolio 4 Neu / Col 15.44 24.11 4.68 0.87 0.60 3.52 126.46 94.75 1.02

11.36 23.10 N/A N/A 0.45 N/A N/A N/A N/A

1
st
 Quartile

2
nd 

 

Quartile
3

rd
 Quartile 4

th
 Quartile

Beta

DCP Small Cap BM*

Information 

Ratio

Performance Statistics (7-years)

Return 

(%pa)

Std 

Deviation 

 (%pa)

Tracking 

Error 

(%pa)

Sharpe 

Ratio

Alpha 

(%pa)

Up 

Markets 

Capture 

(%)

Down 

Markets 

Capture 

(%)

1 All portfolios include 34% allocation to Vanguard Small Cap Index with an expense ratio of 0.03% and 33% allocations to listed Small Cap Growth and Small Cap Value finalists
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Portfolio Managers

Portfolio 1 Fish / AB 5.07 (31) 58.26 (60) 19.10 (2) 20.76 (2) 14.46 (2)

Portfolio 2 Fish / Col 5.36 (23) 59.65 (54) 21.84 (1) 21.62 (2) 15.81 (2)

Portfolio 3 Neu / AB 6.40 (14) 62.00 (44) 19.61 (2) 20.78 (2) 14.10 (2)

Portfolio 4 Neu / Col 6.70 (10) 63.38 (39) 22.36 (1) 21.63 (2) 15.44 (2)

DCP SC BM 4.76 (35) 60.35 (50) 13.77 (18) 16.19 (16) 11.36 (15)

3 mths (%) 1 yr (%) 3 yrs (%pa) 5 yrs (%pa) 7 yrs (%pa)

D C P  S M A L L  C A P  S T O C K  F U N D  

A N N U A L I Z E D  P E R F O R M A N C E

• All composite portfolios showed strong annualized performance for periods longer than 1-year, 

outperforming the benchmark and ranking in the top decile of the peer universe.

• During the 1-year period Portfolios 3 & 4 (including Neuberger) ranked in the second quartile, 

outperforming the benchmark, while Portfolios 1 & 2 (including Fisher) were in the third quartile 

and below the benchmark.

Return in $US (after fees) over 3 mths, 1 yr, 3 yrs, 5 yrs, 7 yrs, 10 yrs ending June-21

Comparison with the Mutual Fund US Equity Small Cap Core universe (Percentile Ranking)
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Portfolio Managers

Portfolio 1 Fish / AB 4.82 (54) -2.41 (24) 15.17 (90) 22.36 (3) -7.68 (12) 30.30 (5) 32.94 (2) 15.83 (85)

Portfolio 2 Fish / Col 3.55 (67) -0.77 (9) 17.38 (80) 20.68 (5) -7.99 (13) 31.99 (3) 37.63 (1) 15.95 (84)

Portfolio 3 Neu / AB 4.06 (63) -1.86 (20) 12.61 (94) 22.52 (3) -6.60 (9) 29.45 (8) 32.93 (2) 16.60 (81)

Portfolio 4 Neu / Col 2.82 (74) -0.20 (8) 14.77 (92) 20.83 (5) -6.92 (10) 31.15 (4) 37.59 (1) 16.70 (80)

DCP SC BM 5.84 (42) -4.16 (49) 20.20 (62) 15.31 (26) -10.47 (30) 26.13 (33) 18.98 (15) 17.30 (76)

2020 (%)
6 mths to 

6/2021 (%)
2014 (%) 2015 (%) 2016 (%) 2017 (%) 2018 (%) 2019 (%)

D C P  S M A L L  C A P  S T O C K  F U N D

C A L E N D A R  Y E A R  P E R F O R M A N C E

• Portfolio 2 (Fisher/Columbia) had shown the best overall combination of returns in 

up- and down- markets over the past seven years.

• During the down market of 2018, Portfolio 3 (Neuberger/AB) had protected the best 

of all candidates.

Return in $US (after fees) over last 7 calendar years and Year-to-Date periods ending June-21

Comparison with the Mutual Fund US Equity Small Cap Core universe (Percentile Ranking)
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Portfolio Managers
5 yrs to 6/2017 

(%pa)

5 yrs to 6/2018 

(%pa)

5 yrs to 6/2019 

(%pa)

5 yrs to 6/2020 

(%pa)

5 yrs to 

6/2021 (%pa)

Portfolio 1 Fish / AB 14.17 (37) 13.73 (8) 9.44 (5) 8.74 (1) 20.76 (2)

Portfolio 2 Fish / Col 14.35 (33) 13.28 (12) 10.35 (2) 9.85 (0) 21.62 (2)

Portfolio 3 Neu / AB 13.92 (47) 13.39 (12) 9.12 (7) 7.78 (1) 20.78 (2)

Portfolio 4 Neu / Col 14.11 (39) 12.94 (19) 10.04 (2) 8.88 (1) 21.63 (2)

DCP SC BM 13.92 (47) 12.45 (25) 7.28 (25) 4.55 (17) 16.19 (16)

D C P  S M A L L  C A P  S T O C K  F U N D  

R O L L I N G  5 - Y E A R  R E T U R N S

• On a rolling 5-year basis, all portfolios look very attractive, consistently ranking in or 

near the top decile, especially over the most recent periods.

• Portfolios 1, 2 & 4 showed slightly stronger returns as compared to Portfolio 3 

(Neuberger/AB).

• All portfolios outperformed the custom benchmark over all time periods.

5 years rolling annualized Return in $US (after fees) over 5 annual periods

Comparison with the Mutual Fund US Equity Small Cap Core universe (Percentile Ranking)
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Portfolio Managers
Std Dev 

(%pa)

Tracking 

Error (%pa)

Information 

Ratio 

Confidence 

of Value 

Added (%)

Up Cap (%)
Down Cap 

(%)

Portfolio 1 Fish / AB 14.46 (2) 22.45 3.90 0.80 95.46 117.23 94.56

Portfolio 2 Fish / Col 15.81 (2) 22.73 4.25 1.05 98.71 121.92 90.11

Portfolio 3 Neu / AB 14.10 (2) 23.84 4.34 0.63 93.45 121.66 98.99

Portfolio 4 Neu / Col 15.44 (2) 24.11 4.68 0.87 97.86 126.46 94.75

DCP SC BM 11.36 (15) 23.10

Ret (%pa)

D C P  S M A L L  C A P  S T O C K  F U N D  

R I S K  S T A T I S T I C S  – 7  Y E A R  

The risk free rate used for these calculations is the US 3 month T-Bill

• Over the 7-year period, all portfolios have performed very well against the benchmark and peer 

universe, and rank in the top decile on a risk-adjusted return basis.

• Portfolios with Fisher (Portfolios 1 & 2) have lower volatility than the other portfolios, but not by 

a significant margin.

• All Portfolios have performed well in both up and down markets; however, Portfolio 2 

(Fisher/Columbia ) performed the best.

• Portfolio 2 has the greatest Confidence of Value Added.

Performance characteristics vs. 34% Vanguard Small Cap Benchmark / 33% Russ 2000G / 25% Russ 2000V (Benchmark) in $US (after fees) over 7 yrs ending 

June-21. Comparison with the Mutual Fund US Equity Mid Cap Core universe (Percentile Ranking) (quarterly calculations) 
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D C P  S M A L L  C A P  S T O C K  F U N D  

R I S K  /  R E T U R N  – 5 - Y E A R  P E R I O D

FISH/AB

• Portfolios including Columbia provided the strongest returns over 5-years, while portfolios with Fisher provided the least 

amount of volatility.

• Portfolio 2 (Fisher/Columbia) showed the greatest risk-return tradeoff of the four candidates.

NEU/AB

FISH/COL NEU/COL
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D C P  S M A L L  C A P  S T O C K  F U N D  

R I S K  /  R E T U R N  – 7 - Y E A R  P E R I O D

FISH/AB

• Longer-term, the portfolios risk and return results diverge more, with Portfolio 2 (Fisher/Columbia) still leading in terms of risk-

adjusted return.

• AB has shown the least amount of volatility as measured by Standard Deviation, while Columbia has had the strongest return.

NEU/AB

FISH/COL

NEU/COL
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D C P  S M A L L  C A P  S T O C K  F U N D  

T R A C K I N G  E R R O R  /  E X C E S S  R E T U R N  ( 5 - Y R )

• Columbia has had the highest tracking error vs. the benchmark, and portfolios with Columbia exhibit the highest 

tracking error of excess return, especially Portfolio 4, the Neuberger/Columbia combination.

FISH/AB

NEU/AB
NEU/COL

FISH/COL
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D C P  S M A L L  C A P  S T O C K  F U N D  

T R A C K I N G  E R R O R  /  E X C E S S  R E T U R N  ( 7 - Y R )

• Over the 7-year period, Portfolio 2 (Fisher/Columbia) has achieved a stronger excess return for the excess 

tracking error vs. the benchmark as compared to other candidates.

FISH/AB

NEU/AB

NEU/COL

FISH/COL
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D C P  S M A L L  C A P  S T O C K  F U N D  

R E T U R N S - B A S E D  S T Y L E  A N A L Y S I S  ( 5 - Y R )

• On a returns-based style analysis, all portfolios have a stronger growth bias than the benchmark.

• Portfolios with Columbia have the strongest growth of the four variations, and portfolio with Neuberger have the smallest size.

• Fisher/AB, while still experiencing growth bias, plots the closest to the core.

Large Value

Small Growth

Large Growth

Small Value

FISH/AB

NEU/AB

FISH/COL

NEU/COL
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D C P  S M A L L  C A P  S T O C K  F U N D  

R E T U R N S - B A S E D  S T Y L E  A N A L Y S I S  ( 7 - Y R )

• Very similar picture longer-term, with Fisher portfolio combinations showing a larger bias, while Columbia combinations 

showing a greater growth bias, and all portfolios being more growth than the benchmark.

Large Value

Small Growth

Large Growth

Small Value

FISH/AB

NEU/AB

FISH/COL

NEU/COL
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P O R T F O L I O  1

Q U A R T E R L Y  E X C E S S  R E T U R N
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P O R T F O L I O  2

Q U A R T E R L Y  E X C E S S  R E T U R N
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P O R T F O L I O  3

Q U A R T E R L Y  E X C E S S  R E T U R N
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P O R T F O L I O  4

Q U A R T E R L Y  E X C E S S  R E T U R N
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Managers

1st Quartile 2nd Quartile 3rd Quartile 4th Quartile
Average 

Percentile 

Rank

Outperform

No. % No. % No. % No. % No. %

Portfolio 1 Fish / AB 16 57.1 7 25 5 17.9 0 0.0 23 22 79

Portfolio 2 Fish / Col 17 60.7 7 25 4 14.3 0 0.0 23 22 79

Portfolio 3 Neu / AB 17 60.7 7 25 3 10.7 1 3.6 25 21 75

Portfolio 4 Neu / Col 15 53.6 8 28.6 5 17.9 0 0.0 24 22 79

DCP SC BM 10 35.7 16 57.1 2 7.1 0 0.0 33 28 0

D C P  S M A L L  C A P  S T O C K  F U N D  

R O L L I N G  3 - Y E A R  P E R F O R M A N C E  R A N K I N G S

The benchmark result for Number Outperform represents the total number of observations in the period.

Rolling 3 yr Performance characteristics vs. 34% Vanguard Small Cap Benchmark / 33% Russ 2000G / 33% Russ 2000V (Benchmark) in $US (after fees) over 7 yrs ending 

June-21. Comparison with the Mutual Fund US Equity Small Cap Core universe (Percentile Ranking) (quarterly calculations) 

• On a rolling 3-year basis, all portfolios consistently outperformed the median and the benchmark, ranking in top 

quartile over 50%-60% of the time.

• Portfolio 3 was the only one that ranked in the bottom quartile during 1 quarter, however, it has shown the best 

average rank of all four.
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D C P  S M A L L  C A P  S T O C K  F U N D  

Q U A R T E R L Y  U P  /  D O W N  M A R K E T  A N A L Y S I S

The benchmark results represent the total number of up markets, down markets and observations in the period.

Performance characteristics vs. 34% Vanguard Small Cap Benchmark / 33% Russ 2000G / 33% Russ 2000V (Benchmark) in $US (after fees) over 7 yrs ending June-21

Comparison with the Mutual Fund US Equity Small Cap Core universe (Percentile Ranking) (quarterly calculations) 

• Over the trailing 7-year period, all portfolios have outperformed in the majority of markets.

• Portfolio 2 (Fisher/Columbia) provided the best down- market protection, outperforming 100% of the time, while 

Portfolio 4 (Neuberger/Columbia) outperformed 86% of the time.

• Portfolio 2 also provided the greatest excess return in all markets on average.

Managers

Up Markets Down Markets All Markets

Outperform Excess 

(Av) (%pq)

Outperform Excess (Av) 

(%pq)

Outperform Excess (Av) 

(%pq)

Outperform 

(Av) (%pq)

Underperform 

(Av) (%pq)No. % No. % No. %

Portfolio 1 Fish / AB 14 67 0.6 3 43 0.7 17 61 0.7 1.9 -1.2

Portfolio 2 Fish / Col 13 62 0.8 7 100 1.3 20 71 1.0 1.8 -1.1

Portfolio 3 Neu / AB 16 76 0.8 3 43 0.0 19 68 0.6 1.8 -1.9

Portfolio 4 Neu / Col 14 67 1.0 6 86 0.7 20 71 0.9 1.9 -1.4

DCP Small Cap BM 21 0 0.0 7 0 0.0 28 0 0.0 na na

Group Statistics

Upper Quartile 10 46 -0.1 5 71 1.0 13 46 -0.1 2.6 -1.6

Median 8 38 -0.7 4 57 0.2 12 43 -0.4 2.1 -2.2

Lower Quartile 6 29 -1.1 3 43 -0.5 10 36 -0.7 1.5 -2.7

Number 202 202 202 202 202 202 202 202 202 202 202
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AB Columbia Fisher Neuberger

AB 0.82 0.09 0.08

Columbia -0.41 0.10 0.11

Fisher -1.72 -1.73 0.34

Neuberger -1.84 -1.80 -1.02

U N D E R L Y I N G  M A N A G E R  E X C E S S  R E T U R N  

C O R R E L A T I O N

Notes:

Correlation is shown in the right hand side of the table.

Risk Reduction is shown in the left hand side of the table.

Risk Reduction is defined as the reduction in tracking error from diversification when using a 50:50 mix of the two managers.

Correlation of Excess Returns vs. Russell 2000 in $US (after fees) over 7 yrs ending June-21 (quarterly calculations) 

• Relative to the small cap core benchmark, combinations Neuberger showed the most risk 

reduction as highlighted above.  

• Overall, all portfolio combinations show strong diversification benefits.
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APPENDIX
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FOR MERCER RATED 

STRATEGIES
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S M A L L  C A P  V A L U E  E Q U I T Y  

F I S H E R  P R O F I L E

■■
Fisher allocates a significant amount of resources to proprietary research, particularly in support of its thorough 

analysis of global markets and trends. The firm is well known for Ken Fisher's top-down insights that, with the 

help of the Investment Policy Committee (IPC), permeate across its strategies. While the Small Cap Value 

strategy is claimed to be primarily bottom-up driven, we note that fundamental analysis can be secondary to 

the IPC's macro views.

Portfolio Construction

■■■

Loose sector guidelines combined with Fisher's top-down approach may lead to meaningful sector deviations 

from the benchmark. Nevertheless, the portfolio tends to be adequately diversified by holdings. A dedicated 

risk team provides comprehensive monitoring of factor exposures and helps the IPC manage portfolio risk. We 

note that the team has shown a tendency to hold onto winners and the persistent allocation of capital to 

several well established mid cap companies' may reflect inconsistency with the small cap style.

■■■
The strategy has been closed for some time. Despite its somewhat sizeable asset base, we do not observe 

any implementation issues. The team is cognizant of liquidity risks, and its preference for higher quality 

companies tends to orient the portfolio towards larger cap holdings.

■

Fisher's main investment office is a secluded mountainside compound which is symbolic of the firm's unique 

and unconventional business culture. The members of Fisher's IPC have worked together for many years and 

turnover among senior professionals is rare. The firm's business mix is approximately two-thirds high net worth 

and one-third institutional. The firm has its own expansive distribution network for its products and an 

extremely loyal client base. In 2013, Fisher moved its headquarters from California to Washington state. With 

advances in technology, having multiple offices does not impede Fisher's operations.

B

Mercer research notes that the Small Cap Value strategy benefits from Fisher's proprietary top-down research 

and the insights of the IPC. Members of the IPC are experienced and are ultimately responsible for managing 

Fisher's entire suite of products, however, these responsibilities are potential sources of distraction that dilute 

the team's focus on specific strategies. Furthermore, the portfolio's size characteristics at times lead us to 

question the consistency of style and the team's sell discipline. 
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D C P  S M A L L  C A P  E Q U I T Y  F I N A L I S T  S E A R C H  

M A N A G E R  P R O F I L E S

Mercer Research ratings and views are solely for informational purposes.

Mercer does not formally rate the Neuberger Active Small Cap Value Equity Strategy, AB Small Cap 

Growth Portfolio Advisor or Columbia Active Small Cap Growth Equity strategies.
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M E R C E R  R E S E A R C H  R A T I N G S  S C A L E

Strategies assessed as having “above average” 

prospects of outperformance, but with some 

reservations.

Strategies assessed as 

having “above average” 

prospects of 

outperformance

Strategies assessed as 

having “below average” 

prospects of 

outperformance

Strategies assessed as 

having “average” prospects 

of outperformance

No rating, strategies not 

currently rated by Mercer

The R rating is applied in two situations:

1. Mercer has carried out some research, but has not 

completed its full investment strategy research process

2. Mercer has in the past carried out its full investment strategy 

research process on the strategy, but we are no longer 

maintaining full research coverage

Provisional rating: where 

there is uncertainty about a 

rating that we expect to 

resolve quickly

Tracking error: 

potential for high 

tracking error or high 

volatility

Watch: where there is some uncertainty about 

a rating that we do not expect to be resolved 

soon, but consider it unlikely that it will lead to a 

rating change

A B+ B

C R N

W T P

Please see the Guide to Mercer’s Investment Strategy Ratings https://www.mercer.com/content/dam/mercer/attachments/private/nurture-cycle/gl-2020-wealth-guide-to-mercers-investment-strategy-research-ratings-mercer.pdf

https://www.mercer.com/content/dam/mercer/attachments/private/nurture-cycle/gl-2020-wealth-guide-to-mercers-investment-strategy-research-ratings-mercer.pdf
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PERFORMANCE 

NOTES
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P E R F O R M A N C E  N O T E S

Small Cap Value Equity

 Fisher: Composite performance net of 0.79% fee.
 Neuberger: Composite performance net of 0.80% fee.

Small Cap Growth Equity

 AB: Mutual Fund net of 0.92% (0.25% revenue share) fee.
 Columbia: Composite performance net of 0.50% fee.
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DISCLOSURES
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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.

© 2021 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.

For the most recent approved ratings of an investment strategy, and a fuller explanation of their meanings, contact your Mercer representative.

For Mercer’s conflict of interest disclosures, contact your Mercer representative or see www.mercer.com/conflictsofinterest.

Returns for periods greater than one year are annualized. Returns are calculated net of investment management fees, unless noted as gross of fees.

Style analysis graph time periods may differ reflecting the length of performance history available.

Mercer universes: Mercer’s universes are intended to provide collective samples of strategies that best allow for robust peer group comparisons over a chosen timeframe. Mercer does not

assert that the peer groups are wholly representative of and applicable to all strategies available to investors.

THE FOLLOWING PROVISIONS APPLY TO DATA OR OTHER SERVICES PROVIDED BY THE FOLLOWING COMPANIES: Where “End User” appears before the Vendor name, a direct end-

user license with the Vendor is required to receive some indices. You are responsible for ensuring you have in place all such licenses as are required by Vendors.

BARCLAYS: © Barclays Bank PLC 2018. This data is provided by Barclays Bank PLC. Barclays Bank PLC and its affiliated companies accept no liability for the accuracy, timeliness or

completeness of such data which is provided “as is.” All warranties in relation to such data are hereby extended to the fullest extent permitted under applicable law.

BARCLAYS CAPITAL: The Barclays Indices are a proprietary product of Barclays. Barclays shall maintain exclusive ownership of and rights to the Barclays Indices and that inclusion of the

Barclays Indices in this Service shall not be construed to vest in the subscriber any rights with respect to the Indices. The subscriber agrees that it will not remove any copyright notice or other

notification or trade name or marks of Barclays that may appear in the Barclays Indices and that any reproduction and/or distribution of the Barclays Indices (if authorized) shall contain such

notices and/or marks.

BLOOMBERG L.P.: © 2018 Bloomberg L.P. All rights reserved. BLOOMBERG, BLOOMBERG PROFESSIONAL, BLOOMBERG FINANCIAL MARKETS, BLOOMBERG NEWS, BLOOMBERG

TRADEMARK, BLOOMBERG BONDTRADER, AND BLOOMBERG TELEVISION are trademarks and service marks of Bloomberg L.P. a Delaware Limited Partnership.

CENTER FOR RESEARCH IN SECURITY PRICES (CRSP): Derived based upon data from Center for Research in Security Prices (CRSP® ), The University of Chicago Booth School of

Business.
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© 2021 Mercer LLC. All rights reserved.

CITIGROUP GLOBAL MARKETS (formerly SALOMON SMITH BARNEY): Smith Barneysm and Citigroup Global Equity Indexsm are service marks of Citigroup Inc. "BECAUSE ACCURACY

COUNTS®" is a registered service mark of Citigroup Inc. FloatWatch© is a trademark of Citigroup Inc. Citigroup Global Equity Index Systemsm , Citigroup Broad Market Indexsm, Citigroup

Primary Market Indexsm, Citigroup Extended Market Indexsm, Citigroup Cap-Range Indexsm, Citigroup Internet Index (NIX)sm, Citigroup Style Indices (Growth/Value)sm, Citigroup Property

Indexsm are service marks of Citigroup Inc. ©2016 Citigroup Inc. All rights reserved. Any unauthorized use, duplication or disclosure is prohibited by law and may result in prosecution. Citigroup,

including its parent, subsidiaries and/or affiliates ("the Firm"), usually makes a market in the securities discussed or recommended in its report and may sell to or buy from customers, as

principal, securities discussed or recommended in its report. The Firm or employees preparing its report may have a position in securities or options of any company discussed or recommended

in its report. An employee of the Firm may be a director of a company discussed or recommended in its report. The Firm may perform or solicit investment banking or other services from any

company discussed or recommended in its report. Securities recommended, offered, or sold by SSB: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or

other obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although

information has been obtained from and is based upon sources SSB believes to be reliable, we do not guarantee its accuracy and it may be incomplete or condensed. All opinions and estimates

constitute SSB’s judgment as of the date of the report and are subject to change without notice. Its report is for informational purposes only and is not intended as an offer or solicitation for the

purchase or sale of a security. Its report does not take into account the investment objectives or financial situation of any particular person. Investors should obtain advice based on their own

individual circumstances before making an investment decision.

CREDIT SUISSE FIRST BOSTON LLC. (CSFB): Copyright © 1996 – 2018 Credit Suisse First Boston LLC and/or its affiliate companies. All rights reserved.

DOW JONES: The Dow Jones IndexesSM are proprietary to and distributed by Dow Jones & Company, Inc. and have been licensed for use. All content of Dow Jones IndexesSM © 2018 is

proprietary to Dow Jones & Company, Inc.

“End User” FTSE™ : is a trademark of the London Stock Exchange PLC and The Financial Times Limited and is used by FTSE International Limited under license. Russell Investment Group

Europe Ltd is licensed by FTSE International Limited to distribute FTSE Advanced Service and other FTSE indices. FTSE shall not be responsible for any error or omission in FTSE data. All

copyright and database rights in FTSE products belong to FTSE or its licensors. Redistribution of the data comprising the FTSE products is not permitted. You agree to comply with any

restrictions or conditions imposed upon the use, access, or storage of the data as may be notified to you by FTSE or Russell/Mellon Europe Ltd. You are not permitted to receive the FTSE

Advanced Service unless you have a separate agreement with FTSE. “FTSE™”, “FT-SE™” and “Footsie™” are trademarks of London Stock Exchange PLC and The Financial Times Limited

and are used by FTSE International Limited under license.

The FTSE Private Investor Indices are owned and calculated by FTSE International and are produced in association with APCIMS (Association of Private Client Investment Managers and

Stockbrokers). FTSE International Limited 2018.

The UK Value and Growth Indices are owned and calculated by FTSE International Limited in association with Russell Investment Group. FTSE International Limited 2018.

HFRI: Source: Hedge Fund Research, Inc., © HFR, Inc. 2018, www.hedgefundresearch.com.

JPMORGAN: The JPMorgan EMBI Index (i) is protected by copyright and JPMorgan claims trade secret rights, (ii) is and shall remain the sole property of JPMorgan, and (iii) title and full

ownership in the JPMorgan EMBI Index is reserved to and shall remain with JPMorgan. All proprietary and intellectual property rights of any nature, including patents, copyrights, trademarks

and trade secrets regarding the JPMorgan EMBI Index, and any and all parts, copies, modifications, enhancements and derivative works are owned by, and shall remain the property of

JPMorgan and its affiliates. The JPMorgan EMBI Index and related materials and software were developed, compiled, prepared and arranged by JPMorgan through expenditure of substantial

time, effort and money and constitute valuable intellectual property and trade secrets of JPMorgan. The JPMorgan EMBI Index shall not be used in a manner that would infringe the property

rights of JPMorgan or others or violate the laws, tariffs, or regulations of any country.

MSCI®: Portions of this report are copyright MSCI 2018. Unpublished. All Rights Reserved. This information may only be used for your internal use, may not be reproduced or redisseminated in

any form and may not be used to create any financial instruments or products or any indices. This information is provided on an “as is” basis and the user of this information assumes the entire

risk of any use it may make or permit to be made of this information. Neither MSCI, any of its affiliates or any other person involved in or related to compiling, computing or creating this

information makes any express or implied warranties or representations with respect to such information or the results to be obtained by the use thereof, and MSCI, its affiliates and each such

other person hereby expressly disclaim all warranties (including, without limitation, all warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness

for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any other person involved in or related to compiling,

computing or creating this information have any liability for any direct, indirect, special, incidental, punitive, consequential or any other damages (including, without limitation, lost profits) even if

notified of, or if it might otherwise have anticipated, the possibility of such damages. MSCI is a registered trademark of MSCI, Inc.

I M P O R T A N T  N O T I C E S
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Nareit: NAREIT® is the exclusive registered mark of the National Association of Real Estate Investment Trusts.

NCREIF: All NCREIF Data – Copyright by the National Council of Real Estate Investment Fiduciaries. This information is proprietary and may not be reported in whole or in part without written

permission.

RUSSELL INVESTMENT GROUP: Russell Investment Group is the source and owner of certain of the data contained or reflected in this material and all trademarks and copyrights related

thereto. The material may contain confidential information and unauthorized use, disclosure, copying, dissemination or redistribution is strictly prohibited. This is a user presentation of the data.

Russell Investment Group is not responsible for the formatting or configuration of this material or for any inaccuracy in presentation thereof. Russell indices are trademarks/service marks of the

Russell Investment Group. Russell® is a trademark of the Russell Investment Group.

STANDARD & POOR’S: Standard & Poor’s information contained in this document is subject to change without notice. Standard & Poor’s cannot guarantee the accuracy, adequacy or

completeness of the information and is not responsible for any errors or omissions or for results obtained from use of such information. Standard & Poor’s makes no warranties or

merchantability or fitness for a particular purpose. In no event shall Standard & Poor’s be liable for direct, indirect or incidental, special or consequential damages from the information here

regardless of whether such damages were foreseen or unforeseen.

All investments have risks. Growth investments target companies with above-average earnings that may be subject to price volatility if earnings expectations are not met. Although value

investments target stocks believed to be priced too low, there is no guarantee that they will appreciate. There are risks associated with international investments including currency fluctuations,

economic instability, and political developments. Additional risks may be associates with emerging market securities, including liquidity and volatility. Investing in small and/or midsize

companies may increase the risk of greater price fluctuations. Target date investments are designed for investors expecting to retire around the year indicated in the product name. The asset

allocation strategy generally becomes increasingly conservative as it approaches the target date and beyond. Investment risks change over time as the underlying investment asset allocation

changes. Target date investments are subject to the volatility of the financial markets, including equity and fixed-income investments in the U.S. and abroad, and may be subject to risks

associated with investing in high yield, small-cap, commodity-linked, and foreign securities. Principal invested is not guaranteed at any time, including at or after the target dates. Bonds are

subject to certain risks including interest rate risk, credit risk, and inflation risk. As interest rates rise, the price of bonds will fall. Long-term bonds have more exposure to interest rate risk than

short-term bonds. Government and agency securities are not guaranteed. Mortgage backed securities are subject to prepayment risk. Lower quality bonds may offer higher yields in return for

more risk. The value of REIT shares is affected by, among other factors, changes in the value of the underlying properties owned by the REIT and/or changes in the prospects for earnings

and/or cash flow growth of the REIT itself. In addition, certain risks associated with general real estate ownership apply to REIT investments, including risks related to general and local

economic conditions, possible lack of availability of financing, and changes in interest rates.

Each index reflects a group of unmanaged securities. It is not possible to invest directly in an index.

Before investing, consider the investment options' or funds' investment objectives, risks, charges, and expenses. Visit the appropriate fund company website listed in the appendix for an offering

statement or prospectus and, if available, a summary prospectus containing this and other information. Read it carefully.

An investment's placement along the risk spectrum is based on market risk and credit risk. Other factors considered include prospectus objectives, degrees of diversification, characteristics of

typical holdings, and historical volatility of the fund and its benchmark. Risks will vary. This spectrum does not represent actual or implied performance.

The inclusion of additional fund share classes is for informational purposes only and may have different expenses. As a result the performance related figures may be higher or lower when

compared to the Plan's share class.

Fund company websites:

www.blackrock.com/investing

www.vanguard.com

Investment advisory services provided by Mercer Investment Consulting LLC. Mercer Investment Consulting LLC is a federally registered investment advisor under the Investment Advisers Act

of 1940, as amended, providing nondiscretionary and discretionary investment advice to its clients on an individual basis. Registration as an investment advisor does not imply a certain level of

skill or training. The oral and written communications of an advisor provide you with information about which you determine to hire or retain an advisor. Mercer’s Form ADV Part 2A & 2B can be

obtained by written request directed to: Compliance Department, Mercer Investments, 701 Market Street, Suite 1100, St. Louis, MO 63101.

I M P O R T A N T  N O T I C E S
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BACKGROUND



© 2021 Mercer LLC. All rights reserved. 4

B A C K G R O U N D

D C P  B O N D  F U N D  F I N A L I S T S

• The DCP Bond Fund approved structure is 50% Passive Core Fixed Income + 50% Active Core Plus 

Fixed Income. 

• At the March 19, 2021 Investment Committee meeting, Mercer presented the Passive search, where 

the Committee voted to retain the incumbent Vanguard Total Bond Market Index Fund as the 

passively managed portion of the DCP Bond Fund.

• At the October 28, 2021 Investment Committee meeting, Mercer presented Stage 2 search report 

for Core Plus Fixed Income.

• Based on discussion at the meeting, the Committee chose the following candidates as finalists:

– BlackRock Fundamental Total Return – CIT

– JP Morgan Core Plus Bond – CIT

– Loomis Sayles Core Plus Bond (Incumbent1) – CIT

– Manulife Core Plus Fixed Income - CIT

1 The City is currently invested in the Mutual Fund vehicle of the Core Plus Bond Fund.
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B A C K G R O U N D

D C P  B O N D  F U N D  F I N A L I S T S

Notes:

• All performance is net of fees, unless otherwise noted

• Portfolio characteristics as of 6/30/21 and performance exhibits are as of 9/30/21, unless 

otherwise noted

• Total DCP Bond mandate size is approximately $820.31 million as of 9/30/2021

– $410.1 million (50%) as of September 30, 2021 for Passive Core Fixed Income

– $410.1 million (50%) as of September 30, 2021 for Active Core Plus Fixed Income

1 May not sum due to rounding.
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ACTIVE CORE PLUS 

FIXED INCOME F INALISTS



© 2021 Mercer LLC. All rights reserved. 7

C O R E  P L U S  F I X E D  I N C O M E

F I N A L I S T  S U M M A R Y

Candidates  At A Glance

BlackRock JP Morgan
Loomis Sayles 

(incumbent2)
Manulife 

Headquarters New York, NY New York Boston, MA Toronto, Ontario, Canada

Firm Ownership Public and Employees 100%
J.P. Morgan Chase & Company 

100%

NATIXIS Asset Management 

North America  100%
Manulife Financial 100%

Firm AUM (millions 

as of June 2021)
$9,496.0 $2,572.8 $357.8 $491.7

Strategy name
BlackRock Fundamental Total 

Return
JP Morgan Core Plus Bond Loomis Sayles Core Plus Bond

Manulife Core Plus Fixed 

Income

Mercer Rating1 A N A A

Strategy AUM 

(millions as of June

2021)

$34.5 $25.7 $32.1 $31.1 

Strategy Inception 

Year
1991 1993 1986 1985

Vehicle Name
BlackRock Total Return Bond 

Trust M

JP Morgan Core Plus Bond 

Trust

Loomis Sayles Core Plus Bond 

Trust D

Manulife Core Plus Fixed 

Income Trust P1

Most Cost Effective 

Vehicle
CIT CIT CIT CIT

Net Effective 

Cost/Fee (Revenue 

Sharing)

0.19% 0.18% 0.25% 0.17%

1 Mercer rating not evaluated. Further detail in appendix. 
2 The City is currently invested in the Y share class mutual fund with an expense ratio of 0.47% and 0.20% revenue sharing
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C O R E  P L U S  F I X E D  I N C O M E

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

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

S E L E C T E D  P O R T F O L I O  G U I D E L I N E S

Key observations:

• BlackRock has the highest minimum issue quality and minimum average portfolio of the finalists.

• Loomis Sayles has the most concentrated portfolio with the shortest effective duration.

As of June 30, 2021

Number of issues / 

securities
Yield to maturity (%) Years to maturity Average coupon (%) Average quality

Effective duration 

(yrs)

BlackRock 3,757 2.6 7.8 3.4 A+ 5.7

JP Morgan 3,048 2.3 13.9 3.3 A 5.8

Loomis Sayles 

(incumbent)
496 2.4 7.6 3.0 A 5.4

Manulife 1,075 2.6 8.1 3.6 A- 6.4

Bloomberg US Agg 12,207 1.5 8.5 2.6 AA 6.6

Firm

Maximum duration 

above benchmark 

(%)

Maximum duration 

below benchmark 

(%)

Minimum issue 

quality

Minimum average 

portfolio quality

Maximum allocation 

to BB or below (%)

Maximum allocation 

to Int'l bonds (%)

BlackRock 20 20 B A 20 20

JP Morgan 10 10 Not Rated N/A 25 25

Loomis Sayles 

(incumbent)
25 25 CCC & Below BBB+ 20 10

Manulife 20 20 CCC BBB 25 25
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C O R E  P L U S  F I X E D  I N C O M E

S T R A T E G Y  C H A R A C T E R I S T I C S

As of June 30, 2021

• All managers are differentiated versus the Barclays US Aggregate benchmark.

• BlackRock has the highest allocation to US Treasuries and Non-Dollar securities relative to the other managers.

• Manulife favors Corporate Industrials, while underweighting Mortgage Backed Securities.

• JP Morgan and BlackRock have highest utilization of Mortgages.
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C O R E  P L U S  F I X E D  I N C O M E

A N N U A L I Z E D  P E R F O R M A N C E

• All funds ranked in the top half of the universe during all periods examined, and ranked in the top quartile during 

all periods longer than 1-year.
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C O R E  P L U S  F I X E D  I N C O M E

R I S K  S T A T I S T I C S  – 1 0  Y E A R

The risk free rate used for these calculations is the US 3 month T-Bill

• Over the 10-year period, all managers have attractive risk/return characteristics.

• All managers performed well in up markets and protected in down markets, with Manulife having the highest upside capture 

and lowest downside capture.
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DCP BOND FUND

PRO-FORMA ANALYSIS
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Key findings:

As detailed in the following exhibits, all combined portfolios are well diversified and have 

attractive characteristics and performance metrics.

All portfolios will represent a slight decrease in fees net of revenue sharing, and 

expense ratios displayed on communications materials (which do not include revenue 

sharing) will decline. 

While all portfolio combinations have compelling characteristics, there are certain 

tendencies exhibited:

The Vanguard/Manulife mix exhibited higher excess return with higher tracking error

Vanguard/JP Morgan portfolio exhibited the least volatile approach

Vanguard/BlackRock and Vanguard/Loomis Sayles are more balanced relative to 

the two foregoing mixes

D C P  B O N D  F U N D

R E C O M M E N D A T I O N S / K E Y  O B S E R V A T I O N S
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D C P  B O N D  F U N D

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

As of September 30, 2021

Key observations: 

• The DCP Bond Fund currently has an expense ratio of 0.25% and 0.10% in revenue sharing, for a net 

effective fee of 0.15%.

• None of the proposed CITs offer revenue sharing, and all prospective portfolios represent net effective 

fee savings to the City, as is detailed on the following page.

Asset Category Firm Strategy Name

Net 

Effective 

Expense 

Ratio

Core Plus Fixed Income

BlackRock BlackRock Total Return Bond Trust M 0.19%

JP Morgan JP Morgan Core Plus Bond Trust 0.18%

Loomis Sayles (Incumbent) Loomis Sayles Core Plus Bond Trust D 0.25%

Manulife Manulife Core Plus Fixed Income Trust P1 0.17%
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D C P  B O N D  F U N D

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

As of September 30, 2021. 

1 All portfolios include 50% allocation to Vanguard Total Bond Market Index Trust with an expense ratio of 0.026%, which will be effective following the fund changes in 2022, and 50% 

allocation to Core Plus candidate/

2 Current fee represents 50% Loomis Sayles Core Plus Bond Y mutual fund with an expense ratio of 0.47% and 0.20% revenue sharing and 50% Vanguard Total Bond Market Index 

Inst Plus mutual fund with an expense ratio of 0.03% for an expense ratio of 0.25% and 0.10% revenue sharing

Key observation: 

• All prospective portfolios represent net effective fee savings to the City, with Portfolio 4 

(Manulife) representing the largest potential fee savings.

Composite Managers1 Net Effective Expense 
Ratio

Estimated Effective % 
Difference vs Current

Estimated Effective 
Expense (Based of 
9/30/21 Assets of 

$820.3M)

Estimated Effective $ 
Difference vs Current

Portfolio 1 BlackRock / Vanguard 0.11% -0.04% $885,924 -$344,526

Portfolio 2 JP Morgan / Vanguard 0.10% -0.05% $844,909 -$385,541

Portfolio 3 Loomis Sayles / Vanguard 0.14% -0.01% $1,132,014 -$98,436

Portfolio 4 Manulife / Vanguard 0.10% -0.05% $803,894 -$426,556

Current Loomis Sayles / Vanguard2 0.15% - $1,230,450 -
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D C P  B O N D  F U N D

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

Performance Statistics (10-years)

Return (%pa)
Std Deviation 

(%pa)
Tracking Error 

(%pa)
Information

Ratio
Sharpe Ratio Alpha (%pa)

Up Markets 

Capture (%)

Down 

Markets 

Capture (%)

Portfolio 1 BlackRock 3.91 3.27 0.96 0.93 1.02 0.92 121.23 88.86

Portfolio 2 JP Morgan 3.74 3.11 0.62 1.17 1.02 0.82 115.23 86.48

Portfolio 3 Loomis Sayles 3.87 3.42 1.18 0.73 0.96 0.80 120.89 90.66

Portfolio 4 Manulife 4.14 3.29 1.21 0.93 1.08 1.21 125.94 83.60

Bloomberg US Agg 3.02 3.17 N/A N/A 0.78 N/A N/A N/A

1st Quartile 2nd Quartile 3rd Quartile 4th Quartile

Key observations: 

• All composite portfolios represent attractive options that have outperformed the benchmark 

over the 10-year period.

• Due to 50% of the portfolio being the Vanguard Total Bond Market Index Fund, all portfolios 

have similar peer universe rankings.

• Similarly due to high allocation to bond index fund, tracking error is relatively low compared 

to actively managed bond funds.

Performance characteristics vs. Bloomberg US Aggregate in $US (after fees) over 10 yrs ending September-21

Comparison with the Mutual Fund US Fixed Core universe (Percentile Ranking) (quarterly calculations) 
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D C P  B O N D  F U N D  

A N N U A L I Z E D  P E R F O R M A N C E

Key observations: 

• All composite portfolios show strong annualized performance for periods longer than 1-year, 

outperforming the benchmark and ranking in the top half of the peer universe during all periods.

• During the 1-year period all portfolios ranked in the third quartile and lagged the benchmark, but 

outperformed the benchmark.

• During the third quarter of 2021, 3 portfolios ranked in the second quartile of the peer universe; 

however, the Manulife portfolio ranked in the top quartile.

• Over the 3- and 7-year periods, all portfolios ranked in the top third of the peer universe.

Portfolio Managers 3 mths (%) 1 yr (%) 3 yrs (%pa) 5 yrs (%pa) 7 yrs (%pa) 10 yrs (%pa)

Portfolio 1 BlackRock 0.13 (39) 0.30 (71) 6.03 (31) 3.52 (39) 3.73 (29) 3.91 (31)

Portfolio 2 JP Morgan 0.16 (33) 0.24 (73) 6.01 (32) 3.53 (38) 3.74 (29) 3.74 (38)

Portfolio 3 Loomis Sayles 0.13 (39) 0.13 (75) 5.95 (33) 3.63 (35) 3.65 (31) 3.87 (33)

Portfolio 4 Manulife 0.27 (13) 0.81 (56) 6.09 (31) 3.72 (32) 3.87 (25) 4.14 (25)

Bloomberg US Agg 0.05 (61) -0.90 (94) 5.36 (50) 2.94 (61) 3.26 51.00 3.02 (64)

Return in $US (after fees) over 3 mths, 1 yr, 3 yrs, 5 yrs, 7 yrs, 10 yrs ending September-21

Comparison with the Mutual Fund US Fixed Core universe (Percentile Ranking)
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D C P  B O N D  F U N D

C A L E N D A R  Y E A R  P E R F O R M A N C E

Key observation: 

• All managers struggled during 2015 and 2018 with only one manager, BlackRock and 

JP Morgan respectively, outperforming the benchmark.

Portfolio Managers 2014 (%) 2015 (%) 2016 (%) 2017 (%) 2018 (%) 2019 (%) 2020 (%)
9 mths to 

9/2021 (%)

Portfolio 1 BlackRock 7.26 (13) 0.59 (27) 3.20 (50) 4.12 (41) -0.20 (47) 9.53 (34) 8.53 (34) -1.05 (70)

Portfolio 2 JP Morgan 6.26 (23) 0.45 (35) 3.54 (44) 4.07 (42) 0.83 (27) 8.89 (45) 7.99 (42) -0.86 (64)

Portfolio 3 Loomis Sayles 6.28 (23) -1.32 (85) 4.81 (26) 4.46 (32) -0.25 (48) 9.06 (43) 9.47 (21) -1.25 (78)

Portfolio 4 Manulife 6.50 (19) 0.52 (32) 3.88 (38) 4.54 (30) -0.31 (49) 9.72 (30) 8.62 (33) -0.75 (60)

Bloomberg US Agg 5.95 (28) 0.57 (28) 2.66 (65) 3.54 (54) 0.01 (43) 8.72 (48) 7.51 (49) -1.55 (87)

Return in $US (after fees) over last 7 calendar years and Year-to-Date periods ending September-21

Comparison with the Mutual Fund US Fixed Core universe (Percentile Ranking)
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Portfolio Managers
5 yrs to 9/2017 

(%pa)

5 yrs to 9/2018 

(%pa)

5 yrs to 9/2019 

(%pa)

5 yrs to 9/2020 

(%pa)

5 yrs to 9/2021 

(%pa)

Portfolio 1 BlackRock 2.93 (26) 2.75 (32) 3.70 (24) 4.58 (35) 3.52 (39)

Portfolio 2 JP Morgan 2.71 (32) 2.63 (36) 3.85 (19) 4.65 (31) 3.53 (38)

Portfolio 3 Loomis Sayles 2.60 (34) 2.69 (33) 3.48 (35) 5.03 (21) 3.63 (35)

Portfolio 4 Manulife 3.08 (22) 2.92 (26) 3.84 (20) 4.78 (26) 3.72 (32)

Bloomberg US Agg 2.07 (55) 2.16 (52) 3.38 (40) 4.18 (48) 2.94 (61)

D C P  B O N D  F U N D  

R O L L I N G  5 - Y E A R  R E T U R N S

Key observations: 

• On a rolling 5-year basis, all portfolios outperformed the benchmark and peer universe 

median over all periods.

• Manulife ranked in the top third of the peer universe over all observed periods.

5 years rolling annualized Return in $US (after fees) over 5 annual periods

Comparison with the Mutual Fund US Fixed Core universe (Percentile Ranking)
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D C P  B O N D  F U N D  

R I S K  S T A T I S T I C S  – 5  Y E A R  

The risk free rate used for these calculations is the US 3 month T-Bill

Key observations: 

• Over the 5-year period, all portfolios have performed very well against the benchmark and 

peer universe, and rank in the top half on a risk-adjusted return basis.

• Volatility is similar for all portfolios, primarily due to half the portfolio being an index fund, 

with JP Morgan portfolio having less volatility than the benchmark and the lowest tracking 

error.

• The portfolio with Loomis Sayles looks the most attractive on a risk/return basis. Loomis 

Sayles is also the only portfolio to place in the top 2 candidates for confidence of value 

added, upside capture and downside capture.

Portfolio Managers Ret (%pa)
Std Dev 

(%pa)

Tracking 

Error (%pa)

Information

Ratio

Confidence 

of Value 

Added (%)

Up Cap (%)
Down Cap 

(%)

Portfolio 1 BlackRock 3.52 (39) 3.72 1.13 0.52 86.34 111.14 92.96

Portfolio 2 JP Morgan 3.53 (38) 3.59 0.72 0.82 95.40 110.53 91.16

Portfolio 3 Loomis Sayles 3.63 (35) 3.70 0.95 0.73 93.60 113.72 92.74

Portfolio 4 Manulife 3.72 (32) 3.77 1.36 0.57 88.67 115.96 93.04

Bloomberg US Agg 2.94 (61) 3.65

Performance characteristics vs. Bloomberg US Aggregate in $US (after fees) over 5 yrs ending September-21

Comparison with the Mutual Fund US Fixed Core universe (Percentile Ranking) (quarterly calculations) 
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D C P  B O N D  F U N D  

R I S K  /  R E T U R N  – 5 - Y E A R  P E R I O D

Loomis Sayles

• Very similar volatility over the 5-year period, with less than 0.2 difference between candidates.

• All portfolios have above median returns with less then median volatility; however, JP Morgan is the only portfolio 

with less volatility than the benchmark

JP Morgan

Manulife

BlackRock
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D C P  B O N D  F U N D  

R I S K  /  R E T U R N – 1 0 - Y E A R  P E R I O D

• Over the 10-year period, there is slightly more separation between the managers, with Loomis Sayles having the 

most volatility

• Manulife continued to be the top performer.

Loomis Sayles

JP Morgan

Manulife

BlackRock
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D C P  B O N D  F U N D  

T R A C K I N G  E R R O R  /  E X C E S S  R E T U R N  ( 5 - Y R )

• Manulife has the highest excess return along with the highest tracking error over the 5-year period.

• Loomis Sayles represents the second highest excess return with the second lowest tracking error

Loomis Sayles

JP Morgan

Manulife

BlackRock

Median
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D C P  B O N D  F U N D  

T R A C K I N G  E R R O R  /  E X C E S S  R E T U R N  ( 1 0 - Y R )

• Similarly to the 5-year exhibit, Manulife continues to have the highest excess return and tracking error and JP 

Morgan has the lowest excess return and tracking error.

• BlackRock ranks second on both measures

Loomis Sayles

JP Morgan

Manulife

BlackRock

Median
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P O R T F O L I O  1

Q U A R T E R L Y  E X C E S S  R E T U R N
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P O R T F O L I O  2

Q U A R T E R L Y  E X C E S S  R E T U R N
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P O R T F O L I O  3

Q U A R T E R L Y  E X C E S S  R E T U R N
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P O R T F O L I O  4

Q U A R T E R L Y  E X C E S S  R E T U R N
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D C P  B O N D  F U N D  

R O L L I N G  3 - Y E A R  P E R F O R M A N C E  R A N K I N G S

The benchmark result for Number Outperform represents the total number of observations in the period.

Rolling 3 yr performance characteristics vs. Bloomberg US Aggregate in $US (after fees) over 10 yrs ending September-21

Comparison with the Mutual Fund US Fixed Core universe  (quarterly calculations) 

Managers

1st Quartile 2nd Quartile 3rd Quartile 4th Quartile Average 

Percentile 

Rank

Outperform

No. % No. % No. % No. % No. %

Portfolio 1 BlackRock 14 35.0 25 62.5 1 2.5 0 0.0 30 39 98

Portfolio 2 JP Morgan 9 22.5 31 77.5 0 0.0 0 0.0 32 40 100

Portfolio 3 Loomis Sayles 9 22.5 30 75.0 1 2.5 0 0.0 31 35 88

Portfolio 4 Manulife 27 67.5 13 32.5 0 0.0 0 0.0 24 39 98

Bloomberg US Agg 2 5.0 13 32.5 24 60.0 1 2.5 53 40 0

Key observations: 

• On a rolling 3-year basis, all portfolios consistently outperformed the median and the benchmark.

• The Manulife and BlackRock portfolios ranked in the top quartile more than a quarter of the time.

• No portfolios ranked in the bottom quartile on a rolling 3-year basis, and only ranked below the median a 

maximum of 1 quarter.

• All portfolios averaged in the top third of the peer universe.
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D C P  B O N D  F U N D  

Q U A R T E R L Y  U P  /  D O W N  M A R K E T  A N A L Y S I S

The benchmark results represent the total number of up markets, down markets and observations in the period.

Performance characteristics vs. Bloomberg US Aggregate in $US (after fees) over 10 yrs ending September-21

Comparison with the Mutual Fund US Fixed Core universe  (quarterly calculations) 

Managers

Up Markets Down Markets All Markets

Outperform Excess 

(Av) 

(%pq)

Outperform Excess 

(Av) 

(%pq)

Outperform
Excess 

(Av) (%pq)

Outperform 

(Av) (%pq)

Underperform 

(Av) (%pq)No. % No. % No. %

Portfolio 1 BlackRock 26 84 0.2 8 89 0.2 34 85 0.2 0.3 -0.4

Portfolio 2 JP Morgan 25 81 0.2 8 89 0.2 33 83 0.2 0.3 -0.3

Portfolio 3 Loomis Sayles 22 71 0.2 6 67 0.1 28 70 0.2 0.5 -0.4

Portfolio 4 Manulife 26 84 0.3 6 67 0.2 32 80 0.3 0.5 -0.5

Bloomberg US Agg 31 0 0.0 9 0 0.0 40 0 0.0 na na

Group Statistics

Upper Quartile 22 71 0.3 8 89 1.3 28 70 0.3 1.1 -0.6

Median 18 58 0.1 7 78 0.3 24 60 0.1 0.9 -1.0

Lower Quartile 10 32 -0.5 5 56 0.1 18 45 -0.2 0.5 -1.3

Number 304 304 304 304 304 304 304 304 304 304 304

Key observations: 

• Over the trailing 10-year period, all portfolios have outperformed in the majority of markets.

• All portfolios outperformed in at least 2/3 of both up and down markets.
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U N D E R L Y I N G  M A N A G E R  C O R R E L A T I O N

Notes:

Correlation is shown in the right hand side of the table.

Risk Reduction is shown in the left hand side of the table.

Risk Reduction is defined as the reduction in tracking error from diversification when using a 50:50 mix of the two managers.

Correlation of Returns vs. Bloomberg US Aggregate in $US (after fees) over 10 yrs ending September-21 (quarterly calculations) 

BlackRock JPMorgan Loomis Sayles Manulife Vanguard

BlackRock 0.94 0.90 0.97 0.83

JPMorgan 0.0 0.89 0.91 0.91

Loomis Sayles -0.1 -0.1 0.93 0.80

Manulife 0.0 -0.1 -0.1 0.76

Vanguard -0.1 -0.1 -0.2 -0.2

Key observation: 

• Correlations of all managers with Vanguard show some diversification benefit, with Manulife showing the least 

amount of correlation.
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APPENDIX
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MANAGER PROFILES 

FOR MERCER RATED 

STRATEGIES
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C O R E  P L U S  F I X E D  I N C O M E

B L A C K R O C K  P R O F I L E

■■■■
The experience and depth of BlackRock's investment team is a key advantage for the firm. BlackRock's 

investment strategy team and the global portfolio team are diverse groups of senior decision makers from 

multiple regions around the world, ensuring ideas are generated and analyzed from multiple perspectives.

Portfolio Construction

■■■■
BlackRock's proprietary systems provide the investment team with industry-leading risk management and 

attribution capabilities. Their Aladdin system integrates security-level analytics, position and risk monitoring 

reports, and pro forma trade analysis, which enables portfolio managers to react quickly to changing market 

dynamics.

■■■
The firm's active trading style benefits from the real time trading systems, which gauge portfolio risk as trades 

are made. These systems enable the team to work cohesively in managing the portfolio.

■■

As the largest asset management firm in the world, BlackRock have considerable resources and a deep pool 

of talent. However, managing a large publically traded company does come with challenges. BlackRock's 

internal boutique structure allows professionals to operate autonomously while benefiting from the support, 

resources and shared infrastructure provided by the parent.

A

A key distinguishing feature of BlackRock is the depth of resources, in terms of both people and technology, 

which it applies to relative value analysis across and within sectors. BlackRock's risk management systems 

continue to be industry-leading as well. Ideas for the total return strategy are driven by underlying sector 

specialists with risk budgets and overlays determined by named portfolio managers Rick Rieder (CIO), Bob 

Miller and David Rogal. We have a high opinion of the management team and believe they have a strong 

grasp on the underlying macro themes affecting asset allocation and rates decisions. We believe Blackrock's 

ability to add alpha through sector allocation decisions is a key differentiator for its Total Return strategy.



© 2021 Mercer LLC. All rights reserved. 37

C O R E  P L U S  F I X E D  I N C O M E

L O O M I S  S A Y L E S  P R O F I L E

■■■■
The investment process reflects a clear philosophy which is converted into portfolio ideas from an 

exceptionally broad array of investment resources. The portfolio management team is experienced and 

resourced to effectively manage this information for the benefit of the portfolio.

Portfolio Construction

■■■
The portfolio is constructed in a manner which is consistent with the team's philosophy and it displays a good 

level of active management. The Core Plus strategy leans heavier upon top-down and macro viewpoints than 

many other strategies at the firm, with dynamic sector rotation expected to be the leading source of alpha. An 

emphasis is placed on identifying the current stage of the economic and credit cycles, which are given 

significant consideration when building the portfolio's overall balance between return maximization and capital 

preservation.

■■■
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 and broader use of the team for idea 

generation.

■■■
We believe the business is managed in a manner that allows the investment team to continue to grow and 

develop their investment edge.

A

The Core Plus portfolio managers develop a macroeconomic view that guides the portfolio's risk profile relative 

to the benchmark, as well as its sector, duration, and yield curve targets. Within this framework, their objective 

is to use bottom up security selection to outperform the Barclays US Aggregate Bond Index by 100 to 175 

basis points over a three to five year market cycle. Plus sleeve exposure is achieved through high yield, non-

US dollar, and emerging markets debt.
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C O R E  P L U S  F I X E D  I N C O M E

M A N U L I F E  P R O F I L E

■■■■
Lead PMs Greene and Given are seasoned investment managers who possess strong knowledge of fixed 

income investment management. The credit research team is deep, experienced and well-integrated into the 

process and pushes bottom-up investment ideas to the management team. We believe the collaborative 

dynamic between the research effort and senior team members enhances idea generation.

Portfolio Construction

■■■
Portfolio holdings are broad and suitably diversified. We believe the team has done an effective job of 

allocating to different sectors in different market environments. Portfolio risk management systems appear 

adequate and reflect a combination of internally developed and externally purchased tools.

■■■
Manulife has a dedicated team of fixed income traders who also provide input regarding liquidity conditions. 

Capacity is not a concern at this time as we believe the firm can implement the strategy effectively.

■■■
Manulife operates as MFC's investment division. Investment teams have freedom to operate autonomously, 

but are provided with back office support and other operational infrastructure. We believe that this arrangement 

allows investment professionals to focus on their respective investment strategies without any significant 

distractions.

A

Manulife Investment Management offers an impressive approach to fixed income management. We have 

confidence in the abilities of Greene, Given and their team. The credit research team is well-integrated into the 

process and pushes bottom-up investment ideas to the management team. Portfolio holdings are broad and 

we believe the portfolios to be suitably diversified. We note the team's ability to find value in the securitized 

credit sector as a particular differentiator and we believe the team has done a good job of finding value in 

different market environments. We also appreciate the team's high degree of stability and believe the 

investment firm is managed like a boutique with access to resources of its multinational parent.
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D C P  C O R E  P L U S  F I X E D  I N C O M E  

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

Mercer Research ratings and views are solely for informational purposes.

Mercer does not formally rate the JP Morgan Core Plus Bond strategy.
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M E R C E R  R E S E A R C H  R A T I N G S  S C A L E

Strategies assessed as having “above average” 

prospects of outperformance, but with some 

reservations.

Strategies assessed as 

having “above average” 

prospects of 

outperformance

Strategies assessed as 

having “below average” 

prospects of 

outperformance

Strategies assessed as 

having “average” prospects 

of outperformance

No rating, strategies not 

currently rated by Mercer

The R rating is applied in two situations:

1. Mercer has carried out some research, but has not 

completed its full investment strategy research process

2. Mercer has in the past carried out its full investment strategy 

research process on the strategy, but we are no longer 

maintaining full research coverage

Provisional rating: where 

there is uncertainty about a 

rating that we expect to 

resolve quickly

Tracking error: 

potential for high 

tracking error or high 

volatility

Watch: where there is some uncertainty about 

a rating that we do not expect to be resolved 

soon, but consider it unlikely that it will lead to a 

rating change

A B+ B

C R N

W T P

Please see the Guide to Mercer’s Investment Strategy Ratings https://www.mercer.com/content/dam/mercer/attachments/private/nurture-cycle/gl-2020-wealth-guide-to-mercers-investment-strategy-research-ratings-mercer.pdf

https://www.mercer.com/content/dam/mercer/attachments/private/nurture-cycle/gl-2020-wealth-guide-to-mercers-investment-strategy-research-ratings-mercer.pdf
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P E R F O R M A N C E  N O T E S

Core Plus Fixed Income
 BlackRock: Composite performance net of 0.19% fee.
 JP Morgan: Composite performance net of 0.18% fee.
 Loomis Sayles (Incumbent): Composite performance net of 0.25% fee.
 Manulife: Composite performance net of 0.17% fee.
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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.

© 2021 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.

For the most recent approved ratings of an investment strategy, and a fuller explanation of their meanings, contact your Mercer representative.

For Mercer’s conflict of interest disclosures, contact your Mercer representative or see www.mercer.com/conflictsofinterest.

Returns for periods greater than one year are annualized. Returns are calculated net of investment management fees, unless noted as gross of fees.

Style analysis graph time periods may differ reflecting the length of performance history available.

Mercer universes: Mercer’s universes are intended to provide collective samples of strategies that best allow for robust peer group comparisons over a chosen timeframe. Mercer does not

assert that the peer groups are wholly representative of and applicable to all strategies available to investors.

THE FOLLOWING PROVISIONS APPLY TO DATA OR OTHER SERVICES PROVIDED BY THE FOLLOWING COMPANIES: Where “End User” appears before the Vendor name, a direct end-

user license with the Vendor is required to receive some indices. You are responsible for ensuring you have in place all such licenses as are required by Vendors.

BARCLAYS: © Barclays Bank PLC 2018. This data is provided by Barclays Bank PLC. Barclays Bank PLC and its affiliated companies accept no liability for the accuracy, timeliness or

completeness of such data which is provided “as is.” All warranties in relation to such data are hereby extended to the fullest extent permitted under applicable law.

BARCLAYS CAPITAL: The Barclays Indices are a proprietary product of Barclays. Barclays shall maintain exclusive ownership of and rights to the Barclays Indices and that inclusion of the

Barclays Indices in this Service shall not be construed to vest in the subscriber any rights with respect to the Indices. The subscriber agrees that it will not remove any copyright notice or other

notification or trade name or marks of Barclays that may appear in the Barclays Indices and that any reproduction and/or distribution of the Barclays Indices (if authorized) shall contain such

notices and/or marks.

BLOOMBERG L.P.: © 2018 Bloomberg L.P. All rights reserved. BLOOMBERG, BLOOMBERG PROFESSIONAL, BLOOMBERG FINANCIAL MARKETS, BLOOMBERG NEWS, BLOOMBERG

TRADEMARK, BLOOMBERG BONDTRADER, AND BLOOMBERG TELEVISION are trademarks and service marks of Bloomberg L.P. a Delaware Limited Partnership.

CENTER FOR RESEARCH IN SECURITY PRICES (CRSP): Derived based upon data from Center for Research in Security Prices (CRSP® ), The University of Chicago Booth School of

Business.
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CITIGROUP GLOBAL MARKETS (formerly SALOMON SMITH BARNEY): Smith Barneysm and Citigroup Global Equity Indexsm are service marks of Citigroup Inc. "BECAUSE ACCURACY

COUNTS®" is a registered service mark of Citigroup Inc. FloatWatch© is a trademark of Citigroup Inc. Citigroup Global Equity Index Systemsm , Citigroup Broad Market Indexsm, Citigroup

Primary Market Indexsm, Citigroup Extended Market Indexsm, Citigroup Cap-Range Indexsm, Citigroup Internet Index (NIX)sm, Citigroup Style Indices (Growth/Value)sm, Citigroup Property

Indexsm are service marks of Citigroup Inc. ©2016 Citigroup Inc. All rights reserved. Any unauthorized use, duplication or disclosure is prohibited by law and may result in prosecution. Citigroup,

including its parent, subsidiaries and/or affiliates ("the Firm"), usually makes a market in the securities discussed or recommended in its report and may sell to or buy from customers, as

principal, securities discussed or recommended in its report. The Firm or employees preparing its report may have a position in securities or options of any company discussed or recommended

in its report. An employee of the Firm may be a director of a company discussed or recommended in its report. The Firm may perform or solicit investment banking or other services from any

company discussed or recommended in its report. Securities recommended, offered, or sold by SSB: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or

other obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although

information has been obtained from and is based upon sources SSB believes to be reliable, we do not guarantee its accuracy and it may be incomplete or condensed. All opinions and estimates

constitute SSB’s judgment as of the date of the report and are subject to change without notice. Its report is for informational purposes only and is not intended as an offer or solicitation for the

purchase or sale of a security. Its report does not take into account the investment objectives or financial situation of any particular person. Investors should obtain advice based on their own

individual circumstances before making an investment decision.

CREDIT SUISSE FIRST BOSTON LLC. (CSFB): Copyright © 1996 – 2018 Credit Suisse First Boston LLC and/or its affiliate companies. All rights reserved.

DOW JONES: The Dow Jones IndexesSM are proprietary to and distributed by Dow Jones & Company, Inc. and have been licensed for use. All content of Dow Jones IndexesSM © 2018 is

proprietary to Dow Jones & Company, Inc.

“End User” FTSE™ : is a trademark of the London Stock Exchange PLC and The Financial Times Limited and is used by FTSE International Limited under license. Russell Investment Group

Europe Ltd is licensed by FTSE International Limited to distribute FTSE Advanced Service and other FTSE indices. FTSE shall not be responsible for any error or omission in FTSE data. All

copyright and database rights in FTSE products belong to FTSE or its licensors. Redistribution of the data comprising the FTSE products is not permitted. You agree to comply with any

restrictions or conditions imposed upon the use, access, or storage of the data as may be notified to you by FTSE or Russell/Mellon Europe Ltd. You are not permitted to receive the FTSE

Advanced Service unless you have a separate agreement with FTSE. “FTSE™”, “FT-SE™” and “Footsie™” are trademarks of London Stock Exchange PLC and The Financial Times Limited

and are used by FTSE International Limited under license.

The FTSE Private Investor Indices are owned and calculated by FTSE International and are produced in association with APCIMS (Association of Private Client Investment Managers and

Stockbrokers). FTSE International Limited 2018.

The UK Value and Growth Indices are owned and calculated by FTSE International Limited in association with Russell Investment Group. FTSE International Limited 2018.

HFRI: Source: Hedge Fund Research, Inc., © HFR, Inc. 2018, www.hedgefundresearch.com.

JPMORGAN: The JPMorgan EMBI Index (i) is protected by copyright and JPMorgan claims trade secret rights, (ii) is and shall remain the sole property of JPMorgan, and (iii) title and full

ownership in the JPMorgan EMBI Index is reserved to and shall remain with JPMorgan. All proprietary and intellectual property rights of any nature, including patents, copyrights, trademarks

and trade secrets regarding the JPMorgan EMBI Index, and any and all parts, copies, modifications, enhancements and derivative works are owned by, and shall remain the property of

JPMorgan and its affiliates. The JPMorgan EMBI Index and related materials and software were developed, compiled, prepared and arranged by JPMorgan through expenditure of substantial

time, effort and money and constitute valuable intellectual property and trade secrets of JPMorgan. The JPMorgan EMBI Index shall not be used in a manner that would infringe the property

rights of JPMorgan or others or violate the laws, tariffs, or regulations of any country.

MSCI®: Portions of this report are copyright MSCI 2018. Unpublished. All Rights Reserved. This information may only be used for your internal use, may not be reproduced or redisseminated in

any form and may not be used to create any financial instruments or products or any indices. This information is provided on an “as is” basis and the user of this information assumes the entire

risk of any use it may make or permit to be made of this information. Neither MSCI, any of its affiliates or any other person involved in or related to compiling, computing or creating this

information makes any express or implied warranties or representations with respect to such information or the results to be obtained by the use thereof, and MSCI, its affiliates and each such

other person hereby expressly disclaim all warranties (including, without limitation, all warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness

for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any other person involved in or related to compiling,

computing or creating this information have any liability for any direct, indirect, special, incidental, punitive, consequential or any other damages (including, without limitation, lost profits) even if

notified of, or if it might otherwise have anticipated, the possibility of such damages. MSCI is a registered trademark of MSCI, Inc.

I M P O R T A N T  N O T I C E S
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Nareit: NAREIT® is the exclusive registered mark of the National Association of Real Estate Investment Trusts.

NCREIF: All NCREIF Data – Copyright by the National Council of Real Estate Investment Fiduciaries. This information is proprietary and may not be reported in whole or in part without written

permission.

RUSSELL INVESTMENT GROUP: Russell Investment Group is the source and owner of certain of the data contained or reflected in this material and all trademarks and copyrights related

thereto. The material may contain confidential information and unauthorized use, disclosure, copying, dissemination or redistribution is strictly prohibited. This is a user presentation of the data.

Russell Investment Group is not responsible for the formatting or configuration of this material or for any inaccuracy in presentation thereof. Russell indices are trademarks/service marks of the

Russell Investment Group. Russell® is a trademark of the Russell Investment Group.

STANDARD & POOR’S: Standard & Poor’s information contained in this document is subject to change without notice. Standard & Poor’s cannot guarantee the accuracy, adequacy or

completeness of the information and is not responsible for any errors or omissions or for results obtained from use of such information. Standard & Poor’s makes no warranties or

merchantability or fitness for a particular purpose. In no event shall Standard & Poor’s be liable for direct, indirect or incidental, special or consequential damages from the information here

regardless of whether such damages were foreseen or unforeseen.

All investments have risks. Growth investments target companies with above-average earnings that may be subject to price volatility if earnings expectations are not met. Although value

investments target stocks believed to be priced too low, there is no guarantee that they will appreciate. There are risks associated with international investments including currency fluctuations,

economic instability, and political developments. Additional risks may be associates with emerging market securities, including liquidity and volatility. Investing in small and/or midsize

companies may increase the risk of greater price fluctuations. Target date investments are designed for investors expecting to retire around the year indicated in the product name. The asset

allocation strategy generally becomes increasingly conservative as it approaches the target date and beyond. Investment risks change over time as the underlying investment asset allocation

changes. Target date investments are subject to the volatility of the financial markets, including equity and fixed-income investments in the U.S. and abroad, and may be subject to risks

associated with investing in high yield, small-cap, commodity-linked, and foreign securities. Principal invested is not guaranteed at any time, including at or after the target dates. Bonds are

subject to certain risks including interest rate risk, credit risk, and inflation risk. As interest rates rise, the price of bonds will fall. Long-term bonds have more exposure to interest rate risk than

short-term bonds. Government and agency securities are not guaranteed. Mortgage backed securities are subject to prepayment risk. Lower quality bonds may offer higher yields in return for

more risk. The value of REIT shares is affected by, among other factors, changes in the value of the underlying properties owned by the REIT and/or changes in the prospects for earnings

and/or cash flow growth of the REIT itself. In addition, certain risks associated with general real estate ownership apply to REIT investments, including risks related to general and local

economic conditions, possible lack of availability of financing, and changes in interest rates.

Each index reflects a group of unmanaged securities. It is not possible to invest directly in an index.

Before investing, consider the investment options' or funds' investment objectives, risks, charges, and expenses. Visit the appropriate fund company website listed in the appendix for an offering

statement or prospectus and, if available, a summary prospectus containing this and other information. Read it carefully.

An investment's placement along the risk spectrum is based on market risk and credit risk. Other factors considered include prospectus objectives, degrees of diversification, characteristics of

typical holdings, and historical volatility of the fund and its benchmark. Risks will vary. This spectrum does not represent actual or implied performance.

The inclusion of additional fund share classes is for informational purposes only and may have different expenses. As a result the performance related figures may be higher or lower when

compared to the Plan's share class.

Fund company websites:

www.blackrock.com/investing

www.vanguard.com

Investment advisory services provided by Mercer Investment Consulting LLC. Mercer Investment Consulting LLC is a federally registered investment advisor under the Investment Advisers Act

of 1940, as amended, providing nondiscretionary and discretionary investment advice to its clients on an individual basis. Registration as an investment advisor does not imply a certain level of

skill or training. The oral and written communications of an advisor provide you with information about which you determine to hire or retain an advisor. Mercer’s Form ADV Part 2A & 2B can be

obtained by written request directed to: Compliance Department, Mercer Investments, 701 Market Street, Suite 1100, St. Louis, MO 63101.
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