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Key takeaways

Returns
• Your 5-year net total return was 9.4%. This was below both the U.S. Public median of 11.2% and the peer median of 11.7%.
• Your 5-year policy return was 9.4%. This was below both the U.S. Public median of 10.7% and the peer median of 10.9%.

Value added
• Your 5-year net value added was 0.0%. This was below both the U.S. Public median of 0.7% and the peer median of 0.9%.

Cost
• Your investment cost of 28.3 bps was below your benchmark cost of 33.3 bps. This suggests that your fund was low cost 

compared to your peers.
• Your fund was low cost because it paid less than its peers for similar services.
• Your costs decreased by 14.6 bps, from 42.9 bps in 2017 to 28.3 bps in 2021, primarily because you moved to a lower cost asset  

mix - Less private assets, more fixed income.

Risk
• Your asset risk of 9.6% was below the U.S. Public median of 11.1%.
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This benchmarking report compares your cost and return performance to the 274 
funds in CEM's extensive pension database.

3

• 145 U.S. pension funds participate. The median U.S. fund had 
assets of $13.2 billion and the average U.S. fund had assets of 
$31.5 billion. Total participating U.S. assets were $4.6 trillion.

• 67 Canadian funds participate with assets totaling $1.9 trillion.

• 54 European funds participate with aggregate assets of $4.3 
trillion. Included are funds from the Netherlands, Norway, 
Sweden, Finland, Ireland, Denmark and the U.K.

• 6 Asia-Pacific funds participate with aggregate assets of $1.1 
trillion. Included are funds from Australia, New Zealand, China 
and South Korea.

• 2 funds from other regions participate.

The most meaningful comparisons for your returns and value 
added are to the U.S. Public universe, which consists of 46 
funds."
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The most valuable comparisons for cost performance are to your custom peer 
group because size impacts costs.
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Your 5-year net total return of 9.4% was below both the U.S. Public median of 
11.2% and the peer median of 11.7%.
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Total returns, by themselves, provide little insight into 
the reasons behind relative performance. Therefore, 
we separate total return into its more meaningful 
components: policy return and value added.

This approach enables you to understand the 
contribution from both policy mix decisions (which 
tend to be the board's responsibility) and 
implementation decisions (which tend to be 
management's responsibility).
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Your 5-year policy return of 9.4% was below both the U.S. Public median of 10.7% 
and the peer median of 10.9%.
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Your policy return is the return you could have earned 
passively by indexing your investments according to 
your policy mix.

Having a higher or lower relative policy return is not 
necessarily good or bad. Your policy return reflects 
your investment policy, which should reflect your:

o Long term capital market expectations
o Liabilities
o Appetite for risk

Each of these three factors is different across funds. 
Therefore, it is not surprising that policy returns often 
vary widely between funds.  
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Your 5-year policy return of 9.4% 
was below the U.S. Public median of 
10.7% primarily because of:
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• The negative impact of your lower weight in Stock 
and Private Equity, which were two of the better 
performing asset classes over the past 5 years.

• The negative impact of your higher weight in Fixed 
Income, which was one of the poorer performing 
asset classes over the past 5 years.
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Your asset risk of 9.6% was below the U.S. Public median of 11.1%. 
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• Asset risk is the standard deviation of your 
policy return. It is based on the historical 
variance of, and covariance between, the 
asset classes in your policy mix.
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Net value added is the component of total return from active management. Your 
5-year net value added was 0.0%.
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Net value added equals total net return minus policy 
return.

Your 5-year net value added of 0.0% compares to a 
median of 0.9% for your peers and 0.7% for the U.S. 
Public universe.
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Your investment 
costs, excluding 
private asset 
performance fees, 
were $339.2 
million or 28.3 
basis points in 
2021.
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1. Total cost excludes carry/performance 
fees for real estate, infrastructure, natural 
resources and private equity. Performance 
fees are included for the public market 
asset classes and hedge funds.
2. Excludes non-investment costs, such as 
benefit insurance premiums and preparing 
cheques for retirees.
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Your costs decreased from 42.9 bps in 2017 to 28.3 bps in 2021, primarily because 
you moved to a lower cost asset  mix - Less private assets, more fixed income.
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Your investment cost excluding all performance fees has declined every year 
since 2016

12



© 2022 CEM Benchmarking Inc.

Your total investment cost of 28.3 bps was the lowest of the peers. It was 
substantially below the peer median of 53.0 bps.

13

Differences in total investment cost are often caused 
by two factors that are often outside of management’s 
control:

o Asset mix, particularly holdings of the highest cost 
asset classes: real estate (excl. REITs), 
infrastructure, hedge funds, private equity and 
private credit. These high-cost assets equaled 23% 
of your fund’s assets at the end of 2020 versus a peer 
average of 29%.

o Fund size. Bigger funds have advantages of scale.

Therefore, to assess whether your costs are high or 
low given your unique asset mix and size, CEM 
calculates a benchmark cost for your fund. This 
analysis is shown on the following page.
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Benchmark cost analysis suggests that, after adjusting for fund size and asset 
mix, your fund was low cost by 5.0 basis points in 2021.
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• Your benchmark cost is an estimate of what your 
cost would be given your actual asset mix and the 
median costs that your peers pay for similar 
services. It represents the cost your peers would 
incur if they had your actual asset mix.

• Your total cost of 28.3 bp was below your 
benchmark cost of 33.3 bp. Thus, your cost savings 
were 5.0 bp.
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Your fund was low cost because it paid less than peers for similar services.
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Details of your $96.494 million 
savings from paying less for 
similar services 
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Your implementation style was 3.0 bps higher cost than the peer average.

17

Implementation style is the way in which your fund 
implements asset allocation. Each implementation choice 
has a cost. Your first choice is how much to implement 
passively or actively. The table below summarizes your 
aggregate choices versus peers and their cost impact.

1. Implementation style is shown as a % of total fund fee basis because the fee basis is the primary driver of cost for private 
assets (e.g., new private equity LP commitments increase costs before LP NAV increases). Style weights are based on 
average holdings. Cash and derivatives are excluded. The peer and universe style was adjusted to match your asset mix. It 
equals their average style for each asset class weighted by your fee basis for the asset class. It shows how the average 
peer would implement your asset mix. 
2. Typically, less passive is higher cost. But your mix of passive versus active by asset class decreased your cost. Typically, 
more internal as a % of active is lower cost. But your mix of internal by asset class increased your cost.
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If your internally managed assets were managed externally and you paid the peer 
median costs, your costs would have been higher by approximately $34.6 million.
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This table 
summarizes where 
and why your fund 
is high/low cost 
relative to the peer 
median by asset 
class.
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Your fund achieved a 5-year net value added of 0 bps and cost savings of 8 bps on 
the cost effectiveness chart.
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