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Purpose & Duties

South Carolina
Retirement System

($25.1 billion in assets)

SC Police Officers Retirement System for
Retirement System Judges and Solicitors of SC
($3.9 billion in assets) (5146.3 million in assets)
Retirement System for National Guard

General Assembly of SC Retirement System

($32.4 million in assets) ($23.2 million in assets)

* The assets of the five defined-benefit plans are held collectively in a group trust referred to as
the “South Carolina Retirement Systems Group Trust” or “Systems”.

e RSICis responsible for investing and managing assets held in trust for the five systems.

* Asof the end of FY 2015, Systems totaled approximately $29.2 billion in assets.
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Net of Fee Returns by Time Period

Net of Fee Returns by Time Period*
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Executive Summary . Quarter One Year Three Years Five years 3
(millions) Inception
Total Plan $29,190 0.44% 1.60% 1.60% 8.81% 8.87% 4.99%
Policy Benchmark 0.67% 1.21% 1.21% 7.74% 8.05% 4.27%
Net Benefit Payments ($ millions) (287) (1,067) (1,067) (3,093) (5,036) (9,073)
. 1All returns are from Bank of New York Mellon (BNYM) and are time-weighted, total return calculations, net of fees and expenses. All returns are expressed in U.S. dollars. Periods greater than one year are annualized. Fiscal Year ends June 30%.
RS BENEFICIARIES FIRST: Policy benchmark is the blend of the asset class policy benchmarks using policy weights. Asset class benchmarks and policy weights are reviewed annually by the Commission's consultant and adopted by the Commission and have changed 3
THEIR FUTURE, OUR MISSION.  overtime. The policy benchmark return history represents a blend of these past policies. Current actuarial rate has been 7.5% since 7/1/2011. Actuarial rate history was 7.25% through 6/30/2008 and 8% from 7/1/2008




Fiscal Year 2015 Contributions to Plan Value
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*Values are in millions. Ending Value may differ slightly from Beginning Value plus Net Benefit Payments and Investment Performance due to rounding.




Universe Comparison- Annualized Returns

Public > $5 Billion - Total Funds (USD) - Monthly
As of June 30, 2015
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1 Month Quarter Fiscal ¥TD 1 Year 2 Years 3 Years 5 Years 10 Years
Value SaTile Value %Tile Value TaTile Value SaTile Value %aTile Value SaTile Value SaTile Value SaTile
Maximum 015 1.28 7.34 7.34 16.34 1822 17.82 791
25th Percentile -0.85 0.82 393 3.93 10.59 11.38 11.42 7.03
Median Percentile -1.23 0.42 3.16 an 0.91 10:62 10.62 691
75th Percentile -1.41 -0.09 2.59 2.45 9.02 9.83 10,05 6.63
Minimum -2.36 -2.29 -3.10 =310 -1.45 -0.58 g.24 6.02
# of Portfolios 35 35 35 35 35 34 33 30
® Total SC with Overlay -1.06 39 0.47 36 173 92 173 o B.37 89 896 39 9.07 95 529 100
m 5C Policy Benchmark -1.02 36 0.67 27 I 84 1.21 o3 7.54 o5 7.74 52 g.05 100 428 100
Universe Source: The Bank of Mew York Mellon Corporation; Universe Status: Final, Galculated
SCRS assets are held both "in and out of bank™ "0Out of bank® assets are notin the custody of BNY Mellon orthe STO. Conselidating is an accommodation by BNY Mellon and the STO and
thus cannot berelied upon as representations of BMNY Mellon or the STO.
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Universe Comparison- Sharpe Ratio

Public > $5 Billion - Total Funds (USD) - Monthly
As of June 30, 2015
Quartile
3.00
-
________ i
el By
- i
o
o
@
£ noo-
=
w
=
=4
-1.50
MinJ/M
_2.00 . . . 1nsviax
1 Year 3 Years B Years
Value SaTite Value SaTile Value SaTile
Maximum 1:51 270 1.88
25th Percentile 0.83 222 1.51
Median Percentile 0.67 1.9 1.38
75th Percentile 0.50 1.83 1.32
Minimum -2.14 041 1.26
# of Portfolios 35 34 33
® Total S5C with Overlay 043 85 2.02 40 1.43 42
m 5C Policy Benchmark 031 92 1.76 a7 1.28 o0
Risk-Free Proxy: Bofa Merrill Lynch 3 Month US Treasury Bill (GOO1)
Universe Source: The Bank of Mew York Mellon Corparation; Univers e Status: Calcuated
SCRSassets are held both "in and out of bank™ 0wt of bank™ assets arenotin the custody of BNY Mellon orthe STO. Consalidating is an accommedation by BNY Mellon and the STO and
thus cannotberelied upon as representations of BMNY Mellon or the STO.
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Universe Comparison- Standar

d Deviation

Public = $5 Billion - Total Funds (USD) - Monthly
As of June 30, 2015
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1 Year 3 Years B Years
Value “hTile Value %Tile Value %hTile
5th Percentile 878 694 10047
25th Percentile 561 .41 8.10
Median Percentile 452 4.97 739
75th Percentile 393 4.49 6.66
95th Percentile 248 3.08 522
# of Portfolios 35 34 33
® Total SC with Overlay 412 89 428 88 8.16 89
m 5C Policy Benchmark 404 73 425 ar 615 89
Universe Source: The Bank of Mew York Mellon Corporation; Universe Status: Final
SCRS assets are held both "in and out of bank™"0Out of bank™ assets are notin the custody of BNY Mellon orthe STO. Gonsoalidating is an accommodation by BNY Mellon and the STO and
thus cannot berelied upon as representations of BNY Mellon or the STO.

RSHC

BENEFICIARIES FIRST:
THEIR FUTURE, OUR MISSION.




Universe Comparison- Risk vs. Reward

Master Trust Funds > $5 Billion - Total Fund (USD) - Monthly
5 Years As of June 30, 2015
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Universe Source: TheBank of Mew York Mellon Corporation; Universe Status: Final
SCRS assets are held both "in and out of bank™ "Out of bank™ assets are notin the custody of BNY Mellon orthe STO. Consolidating is an accommadation by BMNY Mellon and the STC and
thus cannot berelied upon as representations of BNY Mellon or the STO.
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Universe Comparison- Annualized Returns

Public > $5 Billion - Total Funds (USD) - Monthly
As of August 31, 2015
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1 Month Quarter Fiscal ¥TD 1Y ear 2 Years 3 Years 5 Years 10 Years
Value “aTile Value FaTile Value TaTile Value “aTile Value “aTile Value TaTile Value “aTile Value TaTile
Maximum -1.43 -2.03 1.3 1.85 11.74 14.97 16.27 6.69
25th Percentile -2.92 -3.45 -2.58 0.44 792 929 10.06 5.40
Median Percentile -3.45 -4.07 -3.09 -0.79 7.28 825 8917 622
75th Percentile -3.87 -4.84 -3.54 -1.55 5.41 7.58 8.70 5.89
Minimum -B.&2 -5.31 -4.89 -7.35 Loy bl 4.64 T08 4.81
# of Portfolios 30 30 30 30 30 30 30 27
® Total SC with Overlay -2.79 18 -3.66 31 -2.862 27 -1.83 b 615 88 T2 a7 7.87 94 472 100
m 5C Policy Benchmark -2.75 17 -3.50 28 -2.51 22 -2.00 a2 533 86 626 g2 5.83 100 386 100
Universe Source: The Bank of New York Mellon Corporation; Universe Status: Final, Calouated
SCRES assets are held both "in and out of bank™ “0Out of bank™ assets are notin the custody of BMY Mellon orthe STO. Consolidating is an accommodation by BNY Mellon and the STO and
thus cannot berelied upon as representations of BNY Mellon or the STO.
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Performance Estimate

Estimated Performance Update as of September 30, 2015

Policy Excess
RSIC Return Return Return

FYTD RETURN
1 Yr Return

3 Yr Return

5 Yr Return
10 Yr Return

Returns include an estimate for September 2015 that uses index proxies.
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Asset Allocation

Median

RSIC Asset Pension 20-Year 5-Year
Allocation Fund® ity Returns™® Returns’

US Equity 15% -13% 8.9% 17.3%
Non-US Equity 13% 17% -4% 5.2% 9.5%
Emerging Mkts Equity 3% 4% -1% 6.3% 4.0%
Private Equity 9% 8% 1% 11.6% 19.4%
GTAA 10% 2% 8% 5.8% 7.1%
Core Fixed Income 7% 17% -10% 5.6% 3.3%
Global Fixed Income 3% 1% 2% 5.7% 3.7%
Mixed Credit 6% 4% 2% 6.3% 5.7%
Emerging Markets Debt 6% 1% 5% 10.9% 6.8%
Private Debt 7% 0% 7% 6.5% 7.1%
Hedge Funds (Low Beta) 8% 5% 3% 8.4% 5.1%
Commodities 3% 1% 2% 3.0% -3.9%
Real Estate 5% 7% -2% 9.7% 12.8%
Internal Cash 2% 1% 1% 2.7% 0.1%
Short Duration 3% 3% 0% 4.1% 1.2%

' Median Pension Fund Allocations come from Pension Fund Data Excha nge
’Ininstances where 20 years of benchmark data was unavailable -since inception benchmark returns were used

* Source: BNY Mellon, Bloomberg
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Summary Asset Allocation vs. Peer Funds

Median
RSIC Asset  Pension
Allocation Fund’ Difference

Total Equity2
Core Fixed Income2
Credit

Hedge Funds (Low Beta)
Real Assets

1Source: Pension Fund Data Exchange

2 Equity and Core Fixed Income adjusted to reflect an additional 5% allocations resulting from the
decomposition of the GAA asset class.
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Revisiting Asset Allocation

* Challenge existing beliefs about asset classes

 Focus beyond current market environment

— Establish a long-term target allocation (100-Year
Portfolio)

— Apply judgment regarding current market
environment to adjust targets away from 100-Year
Portfolio

e Develop portfolio “transition map”

* Goals for November Commission meeting
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Challenge Existing Beliefs

How much Equity should we have? How much should be domestic?
Do Hedge Funds always warrant a place in the portfolio?

Are we properly compensated for the risks inherent in Private
Equity/Private Debt/Real Estate?

What should be the minimum exposure to Core Fixed Income?
What do we expect from our Commodities allocation?

Are there lower-cost ways to replicate the returns of the alternative risk
premia (Hedge Funds, Private Equity, Real Estate)?

How much Cash do we need to hold?

Have co-investments added meaningful value for peers that invest in
Private Equity in a similar manner?

Should we hedge foreign currency risk?
Are there ways to invest in equities that carry less risk (covered calls, etc.)?
Are there other assets/asset classes that warrant investment?

RSHC
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The 100-Year Portfolio

e Driven by long-term risk and return expectations

— Anchored in historical perspective
— Will require considerable amounts of data

e Determine appropriate ranges around target weights

 Develop framework to allow an assessment of current market and

economic conditions to modify 100-Year Portfolio

— Example: Current bond yields argue for lower fixed income
allocation (all else equal)

Current
100-Year EE:I Market

Policy (Target)

1l

Portfolio

Portfolio
Assessment

RSHC
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