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ACERA Basic Asset Mixes  

SIS ACERA 2012 A-L Study Part V 2 

Return Risk

Current 

Policy

7%

Mix

7¼%

Mix

7½%

Mix

7¾%

Mix

8%

Mix Constraints

US Equity 8.2% 18.1% 34% 28% 31% 34% 40% 46%

International Equity 8.4% 19.1% 25% 21% 23% 25% 25% 25% Max current % of Public Equity, or 25%

US Fixed Income 3.1% 4.9% 20% 30% 25% 20% 14% 8%

Real Estate 6.6% 18.5% 6% 6% 6% 6% 6% 6% Current allocation

PEARLS 8.8% 22.0% 10% 10% 10% 10% 10% 10% Current allocation

Real Return Pool 4.2% 13.4% 5% 5% 5% 5% 5% 5% Current allocation

Total Public Equity 59% 49% 54% 59% 65% 71%

Return 7.46% 7.00% 7.25% 7.50% 7.75% 8.00%

Risk 13.29% 11.83% 12.61% 13.41% 14.26% 15.16%



ACERA Asset Mixes w/ More PEARLS  

SIS ACERA 2012 A-L Study Part V 3 

Return Risk

Current 

Policy

7%

Mix

7¼%

Mix

7½%

Mix

7¾%

Mix

8%

Mix Constraints

US Equity 8.2% 18.1% 34% 25% 28% 31% 34% 40%

International Equity 8.4% 19.1% 25% 18% 21% 23% 25% 25% Max current % of Public Equity, or 25%

US Fixed Income 3.1% 4.9% 20% 31% 25% 20% 15% 9%

Real Estate 6.6% 18.5% 6% 6% 6% 6% 6% 6% Current allocation

PEARLS 8.8% 22.0% 10% 15% 15% 15% 15% 15% 15%

Real Return Pool 4.2% 13.4% 5% 5% 5% 5% 5% 5% Current allocation

Total Public Equity 59% 43% 49% 54% 59% 65%

Return 7.46% 7.00% 7.25% 7.50% 7.76% 8.01%

Risk 13.29% 11.76% 12.50% 13.28% 14.11% 14.98%



ACERA Asset Mixes w/ More PEARLS & Intl Equity 

SIS ACERA 2012 A-L Study Part V 4 

Return Risk

Current 

Policy

7%

Mix

7¼%

Mix

7½%

Mix

7¾%

Mix

8%

Mix Constraints

US Equity 8.2% 18.1% 34% 21% 24% 26% 32% 37%

International Equity 8.4% 19.1% 25% 22% 24% 27% 27% 27% Max 50% of Public Equity, or 27%

US Fixed Income 3.1% 4.9% 20% 31% 26% 21% 15% 10%

Real Estate 6.6% 18.5% 6% 6% 6% 6% 6% 6% Current allocation

PEARLS 8.8% 22.0% 10% 15% 15% 15% 15% 15% 15%

Real Return Pool 4.2% 13.4% 5% 5% 5% 5% 5% 5% Current allocation

Total Public Equity 59% 43% 48% 53% 59% 64%

Return 7.46% 7.00% 7.25% 7.50% 7.75% 8.00%

Risk 13.29% 11.74% 12.48% 13.28% 14.09% 14.95%



Simulating the Performance of Current & Alternative Asset Mixes 

PLAN 
VALUATION

SIMULATE RANGE OF RETURNS

CALCULATE LIABILITIES

DETERMINE CONTRIBUTIONS

PLAN 
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SIMULATE RANGE OF RETURNS

CALCULATE LIABILITIES

DETERMINE CONTRIBUTIONS

PLAN 
VALUATION

SIMULATE RANGE OF RETURNS

CALCULATE LIABILITIES

DETERMINE CONTRIBUTIONS

PLAN 
VALUATION

YEAR 0 YEAR 1 YEAR 2 . . . . . . YEAR 20

 Monte Carlo – 5000 “random” multi-year outcomes 

 Starts with December 31, 2011 Actuarial Valuation Report 

 Payroll growth assumptions 

o Workforce growth 0% 

o Long-term per-capita pay growth 4.0% 

 Focus on outcomes at five-year planning horizon (December 31, 
2016) 
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Constant-Rate Projections 

SIS ACERA 2012 A-L Study Part V 6 
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Retired 9,702 9,949 10,203 10,465 10,733 11,006 11,284 11,565 11,848 12,131 12,412

Active 10,724 10,724 10,724 10,724 10,724 10,725 10,724 10,724 10,724 10,725 10,725
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12/31/11 12/31/12 12/31/13 12/31/14 12/31/15 12/31/16 12/31/17 12/31/18 12/31/19 12/31/20 12/31/21

Retired 3,748 3,945 4,156 4,383 4,630 4,894 5,177 5,480 5,799 6,131 6,472

Active 2,611 2,780 2,957 3,148 3,346 3,541 3,736 3,922 4,100 4,277 4,458
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Expected Actuarial Liability
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Expected Employer Contribution as % of Pay
(Current Mix)
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12/31/11 12/31/12 12/31/13 12/31/14 12/31/15 12/31/16 12/31/17 12/31/18 12/31/19 12/31/20 12/31/21

Current 5,074 5,343 5,654 6,002 6,366 6,749 7,156 7,588 8,048 8,537 9,057

7% Mix 5,074 5,343 5,629 5,951 6,288 6,643 7,022 7,425 7,855 8,315 8,805

7¼% Mix 5,074 5,343 5,643 5,979 6,330 6,701 7,095 7,514 7,960 8,435 8,942

7½% Mix 5,074 5,343 5,656 6,006 6,373 6,759 7,168 7,603 8,065 8,557 9,080

7¾% Mix 5,074 5,343 5,669 6,034 6,415 6,816 7,242 7,693 8,172 8,680 9,219

8% Mix 5,074 5,343 5,682 6,061 6,457 6,875 7,316 7,784 8,280 8,805 9,362

Liability 6,359 6,725 7,112 7,531 7,976 8,436 8,913 9,402 9,899 10,409 10,930
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Expected Actuarial Liability vs Market Value of Assets – Basic Mixes



Range of Returns 
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Range of Returns – Basic Mixes
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Range of Funded Status, & Contributions 
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Range of Employer Contributions as % of Pay – Basic Mixes

(Year Five - Ending December 31, 2016)

98th Pctl
95th Pctl
75th Pctl
50th Pctl
25th Pctl
5th Pctl
2nd Pctl

121

114
118

122

127

131

109
104

107
110

113
117

86
83 85 86 88 89

73 72 73 73 74 75

63 63 63 63 63 63

51 52 51 51 50 49
46 48 47 46 46

45
40

50

60

70

80

90

100

110

120

130

140

Current 7% Mix 7¼% Mix 7½% Mix 7¾% Mix 8% Mix

%
 o

f 
A

c
tu

a
ri
a
l 
L

ia
b

ili
ty

Range of Actuarial Value Funded Status – Basic Mixes

(End of Year Five - December 31, 2016)

2nd Pctl
5th Pctl
25th Pctl
50th Pctl
75th Pctl
95th Pctl
98th Pctl

45.3 44.1 44.6 45.2 45.7 46.4

41.9 40.9 41.3 41.6 42.1 42.6

32.9 32.9 32.8 32.8 32.8 32.8

25.0 25.9 25.4 24.9 24.4 24.0

15.5
17.6

16.6
15.5

14.5
13.4

1.7

3.9
2.7 1.6 0.5

0

5

10

15

20

25

30

35

40

45

50

Current 7% Mix 7¼% Mix 7½% Mix 7¾% Mix 8% Mix

%
 o

f 
C

o
v
e

re
d

 P
a
y
ro

ll

Range of Employer Contributions as % of Pay – More PEARLS & Intl

(Year Five - Ending December 31, 2016)
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“Ultimate Net Cost” = Present Value of Contributions & Unfunded Liability 

SIS ACERA 2012 A-L Study Part V 9 

4,240 4,174 4,203 4,248 4,293 4,339

3,964 3,900 3,931 3,966 3,996 4,035

3,134 3,150 3,145 3,135 3,123 3,125

2,426 2,506 2,465 2,421 2,380 2,341

1,574
1,742 1,654 1,563 1,474 1,363

41
412

214 16

-218
-449

-727

-320
-543

-756

-1,033
-1,312

-2,000

-1,000

0

1,000

2,000

3,000

4,000

5,000

Current 7% Mix 7¼% Mix 7½% Mix 7¾% Mix 8% Mix

$
 M

ill
io

n
s

Range of Ultimate Net Cost Less Surplus – Basic Mixes

(Five Year Horizon - December 31, 2016)
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Range of Employer Contributions – Basic Mixes

(in Year Five - Ending December 31, 2016)
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Range of Market Value Surplus – Basic Mixes

(End of Year Five - December 31, 2016)
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Change in Ultimate Net Cost from Mix to Mix – Basic Mixes

(Five Year Horizon - December 31, 2016)

Change in Median Outcome (Reward) Change in 95th Percentile Outcome (Risk)
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Range of Ultimate Net Cost Less Surplus – Basic Mixes

(Five Year Horizon - December 31, 2016)
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Ultimate Net Cost Trade-Off Is Favorable Up to the 7¾% Mix 
(Five-Year Horizon, Standard 95th Percentile Risk Tolerance) 
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Change in Ultimate Net Cost from Mix to Mix – Basic Mixes

(Five Year Horizon - December 31, 2016)
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Range of Ultimate Net Cost Less Surplus – Basic Mixes

(Five Year Horizon - December 31, 2016)

 98th Pctl
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Ultimate Net Cost Trade-Off Is Favorable Up to the 7¼% Mix 
(Five-Year Horizon, Defensive 98th Percentile Risk Tolerance) 
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Choosing 7¼% Mix May Lead to Lower Actuarial Interest Rate on 12/31/2012 
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Range of Employer Contributions as % of Pay – Basic Mixes, 7½% Int.

(Year Five - Ending December 31, 2016)
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Range of Actuarial Value Funded Status – Basic Mixes, 7½% Interest

(End of Year Five - December 31, 2016)
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Ultimate Net Cost Trade-Off Is Favorable Up to the 7¾% More PEARLS & Intl 
Equity Mix for Defensive Risk Tolerance 
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Recommendations 

1) Because funded status is expected to 
erode a bit further as remainder of 
2008 loss is recognized, a defensive 
risk tolerance (98th Percentile) may be 
preferred. 

2) Given a defensive risk tolerance, the 
7¾% mix with more PEARLS and 
International Equity is appropriate. 

3) If the Board does not favor increasing 
the PEARLS and International Equity 
allocations, the current policy is 
appropriate, as lowering the expected 
return any farther may lead to a lower 
actuarial interest rate. 
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Basic

Current 

Policy

7½%

Mix

7½%

Mix

7¾%

Mix

US Equity 34% 34% 26% 32%

International Equity 25% 25% 27% 27%

US Fixed Income 20% 20% 21% 15%

Real Estate 6% 6% 6% 6%

PEARLS 10% 10% 15% 15%

Real Return Pool 5% 5% 5% 5%

Total Public Equity 59% 59% 53% 59%

Return 7.46% 7.50% 7.50% 7.75%

Risk 13.29% 13.41% 13.28% 14.09%

More PEARLS & Intl


