
Executive Summary - Informational 

TO: State Investment Board 

FROM: Dave Hunter

DATE: April 20, 2020

SUBJECT: SIB Meeting Materials – April 24, 2020

The SIB meeting on Friday, April 24th, will be held in a virtual manner using video and 
teleconferencing technology in light of ongoing public health concerns related to the COVID-
19 outbreak and cover the following topics:

1. Interim Investment Update – Estimated client returns are generally consistent with their

underlying asset allocation with TFFR, PERS and Legacy down approximately 3%, WSI

up approximately 3% and Budget Stabilization Fund down approximately 1% for the Fiscal

Year To Date (FYTD) July 1, 2019 to April 17, 2020, as summarized below:

Although FYTD returns are disappointing, indicative estimates have generally 
improved in the past month when comparing 4/17 estimates (above) to our prior 3/19 
estimates (below). 

March & April returns are rough indicative estimates based on underlying benchmark data, 
not actual results. All estimates are preliminary, unaudited and subject to material change. 

Estimated YTD Through 4/17/2020
(Actual returns are net of fees; estimates are gross indices)

TFFR PERS Legacy WSI
Budget 

Stabilization

Market Value 29-Feb 2,566,905,667  3,170,230,556  6,731,941,268  2,116,255,006  712,481,242 
Total Fund Actual through 29-Feb 1.56% 1.56% 2.46% 4.66% 2.67%
Total Fund Policy through 29-Feb 1.10% 1.12% 2.08% 4.25% 2.66%

Est. MTD through 3/31/2020 -8% -8% -9% -4% -4%

Est. MTD through 4/17/2020 4% 4% 4% 2% 0%

Estimated FYTD Return 4/17/2020 -3% -3% -3% 3% -1%



 
2. Portfolio Rebalancing Update – On March 27th, the SIB approved a recommendation 

to engage Parametric to assist us in synthetically rebalancing fund exposures in an 
efficient and cost effective manner. The SIB previously engaged Parametric to 

synthetically rebalance client portfolios in 2008 in order to maintain target asset class 

exposures during a period of extreme market volatility. Overlay programs effectively 

rebalance investments towards long term strategic asset allocation targets via the use of 

equity and fixed income futures contracts. Exchange traded futures are widely used by 

institutional investors to prevent a disadvantaged sale of physical securities during a period 

of distressed pricing, poor liquidity and/or wide bid-ask spreads. RIO will provide a status 
update of rebalancing actions noting the Pension Pool, Insurance Pool and Legacy 
Fund have been rebalanced to within 1% to 3% of SIB client board approved targets.  

 
3. SIB Client Updates – RIO will provide an update of recent discussions with our SIB clients 

including those relating to reductions in future investment return assumptions and/or 

significant available liquidity in the Legacy and Budget Stabilization Funds. 
 

4. Executive Review Committee Update – The Executive Review Committee will request 
the SIB to review and approve the ED/CIO performance evaluation results for the 
past year. The Committee will also review and discuss ED/CIO compensation levels 

versus other U.S. public pension plan peers while specifically excluding any market 

compensation data from the private sector.  
 

5. RIO Agency Update – RIO will provide a succession planning update for RIO’s Deputy 

Executive Director and highlight recent efforts to hire a new Retirement Benefits Counselor 

(noting the later vacancy was created when Denise Weeks was promoted to Retirement 

Program Manager on March 1). RIO will also discuss recent actions taken by the agency 

to address ongoing public health concerns of the COVID-19 outbreak and its impact on 

agency operations while remaining fully functional. RIO will express their sincere gratitude 

to Fay Kopp, who will retire as RIO’s Deputy Executive Director and Chief Retirement 

Officer after over 32 years of exceptional and dedicated public service on April 30. 
 



 
 

Friday, April 24, 2020, 9:00 a.m. 
RIO Conference Room (Virtual Meeting Host) 

Teleconferencing - 701.328.7950   Participant Code – 696855# 
3442 East Century Avenue, Bismarck, ND 

REVISED AGENDA 

I. CALL TO ORDER AND ACCEPTANCE OF AGENDA

II. ACCEPTANCE OF MINUTES (March 27, 2020)

III. INVESTMENTS

A. Interim Investment Update – Mr. Hunter (15 minutes) Informational
B. Portfolio Rebalancing Update – Mr. Schulz (10 minutes) Informational
C. SIB Client Updates (Pension Clients & Legacy Fund) - Mr. Hunter (10 minutes) Informational 

(verbal)

IV. GOVERNANCE / EDUCATION 

A. Executive Review Committee Update - Ms. Yvonne Smith (20 minutes) Informational
1. ED/CIO Performance Evaluation Board Action Requested
2. ED/CIO Compensation Review & Discussion Informational
3. ED/CIO Compensation Recommendation Board Action Requested

B. RIO Agency Update – Mr. Hunter (10 minutes) Informational (verbal)

V. OTHER
Next Meetings:   SIB Executive Review Committee – TBD – RIO Conference Room       SIB Securities Litigation Committee - May 19, 2020, 1:00 p.m. - RIO Conference Room 

      SIB Audit Committee - May 21, 2020, 3:00 p.m. - RIO Conference Room 
      SIB - May 22, 2020, 8:30 a.m. – RIO Conference Room 

VI. ADJOURNMENT

Any individual requiring an auxiliary aid or service, please contact the Retirement and Investment Office 
(701) 328-9885 at least three (3) days prior to the scheduled meeting.

ND STATE INVESTMENT BOARD MEETING
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NORTH DAKOTA STATE INVESTMENT BOARD 

MINUTES OF THE 
     MARCH 27, 2020, BOARD MEETING 

 
MEMBERS PRESENT:  Brent Sanford, Lt. Governor, Chair 

Rob Lech, TFFR Board, Vice Chair  
Bryan Klipfel, Director of WSI   
Troy Seibel, PERS Board, Parliamentarian 
Toni Gumeringer, TFFR Board 

    Keith Kempenich, Legacy/Budget Stab. Adv. Board 
 Adam Miller, PERS Board  
  Mel Olson, TFFR Board  
  Kelly Schmidt, State Treasurer 
  Jodi Smith, Commissioner of Trust Lands 
  Yvonne Smith, PERS Board 
 
MEMBERS ABSENT:  Jon Godfread, Insurance Commissioner  
 
STAFF PRESENT:  Eric Chin, Chief Risk Officer/Senior CIO 
  Connie Flanagan, Chief Financial Officer  
  Ann Griffin, Investment Accountant 
    Bonnie Heit, Admin Svs Suprv 

David Hunter, Exec Dir/CIO 
Fay Kopp, Dep Exec Dir/CRO 
Matt Posch, Investment/Compliance Officer 
Sara Sauter, Suprv of Internal Audit 

   Darren Schulz, Dep CIO 
   Susan Walcker, Senior Financial Accountant 
    

GUESTS: Alex Browning, Callan LLC 
 Paul Erlendson, Callan LLC 
 Ben Lazarus, Parametric 
 Thomas Lee, Parametric 
 Bob McConnell, City of Bismarck 
  
  
CALL TO ORDER:      
 
Lt. Governor Sanford, Chair, called the State Investment Board (SIB) regular meeting 
to order at 9:00 a.m. on Friday, March 27, 2020. The virtual meeting was held at the 
Retirement and Investment Office, 3442 East Century Avenue, Bismarck, ND with the 
majority of the participants attending remotely. 
 
AGENDA: 
 
The Board considered the agenda for the March 27, 2020, meeting, 
 
IT WAS MOVED BY DR. LECH AND SECONDED BY MR. OLSON AND CARRIED BY A VOICE VOTE TO 
ACCEPT THE AGENDA FOR THE MARCH 27, 2020, MEETING. 
 
AYES: COMMISSIONER SMITH, TREASURER SCHMIDT, MR. MILLER, MR. OLSON, MR. KLIPFEL, MS. 
GUMERINGER, MR. SEIBEL, DR. LECH, MS. SMITH, AND LT. GOVERNOR SANFORD  
NAYS: NONE 
MOTION CARRIED 
ABSENT: COMMISSIONER GODFREAD 
 
MINUTES: 
 
IT WAS MOVED BY MS. SMITH AND SECONDED BY DR. LECH AND CARRIED BY A VOICE VOTE TO 
APPROVE THE FEBRUARY 28, 2020, MINUTES AS DISTRIBUTED. 
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AYES: MS. GUMERINGER, COMMISSIONER SMITH, MS. SMITH, MR. KLIPFEL, TREASURER SCHMIDT, 
DR. LECH, MR. OLSON, MR. SEIBEL, MR. MILLER, MR. KLIPFEL, AND LT. GOVERNOR SANFORD 
NAYS: NONE 
MOTION CARRIED 
ABSENT: COMMISSIONER GODFREAD 
 
INVESTMENTS: 
 
Mr. Hunter highlighted returns for the five largest SIB clients for the period ending 
March 25, 2020. Estimated client returns are consistent with their underlying asset 
allocation with Teachers’ Fund for Retirement (TFFR), Public Employees Retirement System 
(PERS) down approximately 9 percent, Legacy Fund down approximately 8 percent, Workforce 
Safety & Insurance down about 1 percent, and the Budget Stabilization Fund up 
approximately 4 percent from July 1, 2019 – March 25, 2020. Funds with higher equity 
allocations are more adversely impacted by the recent severe equity market decline. 
TFFR, PERS, and Legacy Fund have target allocations to public equities of 52 percent, 
51 percent, and 50 percent, respectively, while TFFR and PERS have target private equity 
allocations of 6 percent and 7 percent, respectively. 
 
Callan LLC representatives also provided a general market analysis. 
 
Mr. Hunter also reviewed recent asset class returns and the speed and severity of the 
current market decline in comparison to prior market corrections. He reviewed S&P 500 
returns in the 12 months following the last seven major downturns, dating back to Black 
Monday in 1987, and highlighted the historical benefits of staying invested for the 
last 20 years which included the March 2000 Tech Bubble, 2007 Financial Crisis, 2011 
U.S. Credit Downgrade, and 4th quarter 2018 Trade War. Mr. Hunter reminded the board 
that the goal is to remain invested and remain focused on the long term asset allocation 
policies. 
 
Mr. Hunter updated the Board on proxy voting negotiations with Broadridge Financial 
Solutions and the SIB’s custodian - The Northern Trust (TNT). Investment personnel 
continue to work with both entities to develop a practical and cost efficient process 
to enhance staff’s ability to efficiently monitor the proxy voting policies, practices 
and actions of the SIB’s equity managers in order to gain assurance that the managers 
are materially aligned with the investment beliefs of the SIB and the best interests 
of the SIB’s stakeholders and constituents. Mr. Hunter hopes to finalize the process 
between the two entities soon and will provide a future update. 
 
Parametric - Mr. Hunter updated the board on the Parametric overlay program. Due to a 
sharp selloff in global equities in recent weeks amid the novel coronavirus pandemic, 
the three primary SIB investment pools have experienced variances from equity target 
allocations that are approaching policy lower bounds. Given liquidity challenges in 
bond markets globally, the cost to transact in physical bonds is prohibitively 
expensive, which restricts institutions from using bonds as a source of funds to 
rebalance into public equities. Futures contracts remain a liquid and relatively 
inexpensive way to access public market exposure synthetically. The overlay program is 
similar to Board action undertaken during the depths of the Global Financial Crisis in 
2008 and generated $100 million of net investment gains for the SIB’s clients when used 
to synthetically rebalance exposures.    
 
Parametric representatives reviewed the firm’s overlay services and the benefits of 
using an equity and fixed income overlay program to synthetically rebalance fund 
exposures in an efficient and cost effective manner.   
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After the review, staff recommended the following: 
 
The SIB engage Parametric to establish a synthetic rebalancing overlay program that 
could be activated should market conditions persist. The goal is to have a timely, 
efficient and inexpensive rebalancing solution to supplement trading in physical 
markets, which in the case of fixed income has seen a deterioration of liquidity, 
challenging price discovery, wide bid-ask spreads, and dramatically higher transaction 
costs. 
 
IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MS. SMITH AND CARRIED BY A ROLL CALL 
VOTE TO ACCEPT STAFF RECOMMENDATION TO RETAIN PARAMETRIC TO ESTABLISH A CONTINGENT 
FUTURES OVERLAY PROGRAM. 
 
AYES: TREASURER SCHMIDT, MS. GUMERINGER, MR. KLIPFEL, COMMISSIONER SMITH, MS. SMITH, 
DR. LECH, MR. MILLER, MR. SEIBEL, MR. OLSON, AND LT. GOVERNOR SANFORD 
NAYS: NONE 
MOTION CARRIED 
ABSENT: COMMISSIONER GODFREAD  
 
SIB Client (New) – At the January 24, 2020, meeting, the SIB authorized staff to work 
towards accepting the Office of the State Treasurer as an investment client in relation 
to the ND Veterans’ Cemetery Trust Fund. The Industrial Commission, at their March 9, 
2020, meeting, approved the relationship per NDCC 21-10-06. 
 
Staff recommended the SIB formally accept the Office of the State Treasurer as a 
contractual investment client for the Veterans’ Cemetery Trust Fund along with their 
Investment Policy Statement. 
 
IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY DR. LECH AND CARRIED BY A ROLL CALL 
VOTE TO ACCEPT STAFF RECOMMENDATION. 
 
AYES: MS. SMITH, MR. MILLER, MR. OLSON, MS. GUMERINGER, DR. LECH, MR. SEIBEL, MR. 
KLIPFEL, COMMISSIONER SMITH, TREASURER SCHMIDT, AND LT. GOVERNOR SANFORD 
NAYS: NONE 
MOTION CARRIED 
ABSENT: COMMISSIONER GODFREAD  
  
GOVERNANCE: 
 
Executive Review Committee (ERC) – The board-assessment and trustee-assessment results 
were presented by Ms. Sauter. There was 100 percent participation. On a 4.0 scale there 
were no ratings below 3.0. Generally, overall comments were positive for both portions. 
 
 Discussion followed on the results and areas that need improvement. 
 
IT WAS MOVED BY MS. GUMERINGER AND SECONDED BY MR. OLSON AND CARRIED BY A ROLL CALL 
VOTE TO ACCEPT THE BOARD-ASSESSMENT AND TRUSTEE-ASSESSMENTS. 
 
AYES: TREASURER SCHMIDT, MR. SEIBEL, MR. OLSON, COMMISSIONER SMITH, DR. LECH, MR. 
MILLER, MS. GUMERINGER, MS. SMITH, MR. KLIPFEL, AND LT. GOVERNOR SANFORD 
NAYS: NONE 
MOTION CARRIED 
ABSENT: COMMISSIONER GODFREAD 
 
The ERC requested Ms. Sauter to send out the Executive Director/CIO survey on March 19, 
2020, with a due date of April 2, 2020.  
 
 

1701 



                                                                         4                                                                3/27/20 
 

 
 
 
The ERC will present a summary of the Executive Director/CIO survey, RIO employee 
survey, and Executive Limitations along with a compensation recommendation at the April 
24, 2020, meeting.   
 
Agency Update – Mr. Hunter informed the board the office is fully functional. The office 
is closed to the public and most non-managerial positions are working remotely.  
 
The Deputy Executive Director/Chief Retirement Officer position was reposted on March 
9, 2020, with a closing date of April 9, 2020.  
 
The Retirement Program Manager position was accepted by Ms. Denise Weeks, effective 
March 1, 2020. RIO will be posting a Retirement Programs Specialist vacancy in the near 
future. 
 
The Investment Accountant position has been filled by Ms. Ann Griffin, effective March 
2, 2020.       
 
The office website is still moving forward with processes being automated.  
 
The Pension Administration System has not had as much time devoted to it but staff 
hopes to get back on schedule once the critical issues are addressed.   
 
Mr. Hunter stated he is pleased on how the office is running considering the challenging 
times RIO and everyone else is working through. 
 
OTHER: 
 
The next meeting of the SIB Executive Review Committee has been scheduled for April 13, 
2020, at 8:30 a.m. at the Retirement and Investment Office.  
 
The next meeting of the SIB for regular business has been scheduled for April 24, 2020, 
at 8:30 a.m., at the State Capitol, Ft. Union Room. 
 
The next meeting of the SIB Securities Litigation Committee is scheduled for May 19, 
2020, at 1:00 p.m. at the Retirement and Investment Office.  
 
The next meeting of the SIB Audit Committee is scheduled for May 21, 2020, at 3:00 p.m. 
at the Retirement and Investment Office. 
 
ADJOURNMENT:  
 
With no further business to come before the SIB, Lt. Governor Sanford adjourned the meeting 
at 10:35 a.m. 
 
 
______________________________________ 
Lt. Governor Brent Sanford, Chair   
State Investment Board  
 
 
     ___________  _______________ 
Bonnie Heit 
Recorder 
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SIB Interim Investment Report
For the Periods Ended December 31, 2019 and February 29, 2020

Preliminary Indicative Return Estimates as of April 17, 2020

April 20, 2020

Note:  This document contains unaudited data which is deemed to be
materially accurate, but is unaudited and subject to change.

Dave Hunter, Executive Director/CIO
Fay Kopp, Deputy Executive Director / Chief Retirement Officer

Darren Schulz, Deputy Chief Investment Officer
Connie Flanagan, Chief Financial Officer

Eric Chin, Chief Risk Officer
ND Retirement & Investment Office (RIO)

State Investment Board (SIB) 



State Investment Board – Five Largest Clients
Interim FYTD Estimated Returns – April 17, 2020

2

Interim estimated FYTD investment returns for the SIB’s five largest clients are deemed to be largely consistent
with underlying asset allocations and summarized below on a fiscal year to date basis through April 17, 2020:

March and April returns are rough indicative estimates based on underlying benchmark data 
(not actual results) and all amounts are preliminary, unaudited and subject to change. 

Estimated YTD Through 4/17/2020
(Actual returns are net of fees; estimates are gross indices)

TFFR PERS Legacy WSI
Budget 

Stabilization

Market Value 29-Feb 2,566,905,667 3,170,230,556 6,731,941,268 2,116,255,006 712,481,242 
Total Fund Actual through 29-Feb 1.56% 1.56% 2.46% 4.66% 2.67%
Total Fund Policy through 29-Feb 1.10% 1.12% 2.08% 4.25% 2.66%

Est. MTD through 3/31/2020 -8% -8% -9% -4% -4%

Est. MTD through 4/17/2020 4% 4% 4% 2% 0%

Estimated FYTD Return 4/17/2020 -3% -3% -3% 3% -1%

Interim Investment Overview for the Fiscal Year To Date as of April 17, 2020
1. SIB client investments peaked in mid-February of 2020 given strong capital market and economic conditions which 

generated $2.3 billion of net investment income in 2019 including an 18% investment return for TFFR, PERS & Legacy.

2. Based on preliminary market data which is unaudited and subject to material change, TFFR, PERS and Legacy Fund 
returns are roughly estimated to approximate -3% on a fiscal year to date basis as of April 17, 2020. SIB client returns 
are assumed to be largely consistent with their underlying asset allocation benchmarks in March and April.

3. SIB clients are long-term investors who understand asset allocation is the #1 driver of returns and diversifying 
investments in fixed income and real assets serve to moderate return volatility inherent in the equity markets. 



State Investment Board – Pension Clients
Interim Fiscal Year to Date Estimated Returns – April 17, 2020

3

Pension Funds: Interim estimated fiscal year to date returns as of April 17, 2020, are down at least 2% to 3% for
most SIB Pension clients with a target asset allocation to equities ranging from 50% to 60%. Job Service with an
asset allocation of 20% equity and 80% fixed income is estimated to be up roughly 2% due to this plan being de-
risked in recent years (with a funded ratio over 140% using a 4.5% return assumption).

Interim estimated investment returns for the SIB’s seven Pension clients are deemed to be largely consistent
with underlying asset allocations and summarized below on a fiscal year to date basis through April 17, 2020:

Estimated YTD Through 4/17/2020
(Actual returns are net of fees; estimates are gross indices)

TFFR PERS Job Service
Bismarck 

Employees
Bismarck 

Police
Grand 
Forks

Grand Forks 
Parks

Market Value 29-Feb 2,566,905,667 3,170,230,556 96,519,452 105,607,817 41,969,957 65,014,117  7,285,152    
Total Fund Actual through 29-Feb 1.56% 1.56% 2.46% 2.47% 2.02% 1.69% 2.09%
Total Fund Policy through 29-Feb 1.10% 1.12% 2.87% 1.91% 1.49% 1.24% 1.47%

Est. MTD through 3/31/2020 -8% -8% -3% -7% -8% -9% -8%

Est. MTD through 4/17/2020 4% 4% 3% 3% 4% 5% 4%

Estimated FYTD Return 4/17/2020 -3% -3% 2% -2% -3% -3% -2%

March and April returns are rough indicative estimates based on underlying benchmark data 
(not actual results) and all amounts are preliminary, unaudited and subject to change. 



State Investment Board – Non-Pension Clients
Interim Estimated Returns – April 17, 2020

4

Interim estimated returns for Non-Pension clients are deemed to be largely consistent with their underlying
asset allocation and summarized below on fiscal year to date basis from July 1, 2019 through April 17, 2020,
although short term fixed income returns will trail benchmarks in March due to corporate credit exposure.

Estimated YTD Through 4/17/2020
(Actual returns are net of fees; estimates are gross indices)

PERS Retiree 
Health (SEI)

Fire & 
Tornado Bonding

Insurance 
Reg

Petroleum 
Tank Risk Mgmt

Risk Mgmt 
WC NDACo

Market Value 29-Feb 138,350,062   23,368,334 3,763,046 1,085,848 6,230,950 4,491,573 5,025,740 6,585,540 
Total Fund Actual thru 29-Feb 1.75% 3.47% 4.25% 3.00% 3.95% 4.24% 3.84% 3.99%
Total Fund Policy through 29-Feb 1.75% 3.28% 4.04% 2.33% 3.79% 4.31% 3.99% 3.72%

Est. MTD through 3/31/2020 -10% -6% 0% -5% 0% -5% -6% -5%

Est. MTD through 4/17/2020 6% 4% 1% 3% 1% 4% 5% 4%

Est. FYTD Return 4/17/2020 -3% 1% 5% 1% 5% 3% 2% 2%

Bismarck 
Def.Sick

Board of 
Medicine

Cultural 
Endowment FargoDome Tobacco

Parks & 
Rec.

PERS Group 
Ins

AG 
Settlement

Market Value 29-Feb 761,706  2,440,719 485,318       43,982,070 7,490,321 781,839   31,785,382   1,150,155  
Total Fund Actual thru 29-Feb 4.14% 3.64% 2.14% 2.42% 2.27% 4.07% 1.82% 1.74%
Total Fund Policy through 29-Feb 3.84% 3.24% 2.28% 2.17% 2.08% 3.63% 1.82% 1.96%

Est. MTD through 3/31/2020 -5% -4% -9% -9% 1% -6% -4% -4%

Est. MTD through 4/17/2020 3% 3% 6% 5% 0% 4% 0% 0%

Est. FYTD Return 4/17/2020 3% 2% -2% -2% 3% 2% -2% -2%

March and April returns are rough indicative estimates based on underlying benchmark data 
(not actual results) and all amounts are preliminary, unaudited and subject to change. 



5 Designed scenarios are for illustration purposes only; this information does not constitute a BlackRock projection and does not reflect any specific account or portfolio.



6 Designed scenarios are for illustration purposes only; this information does not constitute a BlackRock projection and does not reflect any specific account or portfolio.



7 Designed scenarios are for illustration purposes only; this information does not constitute a BlackRock projection and does not reflect any specific account or portfolio.



8 Designed scenarios are for illustration purposes only; this information does not constitute a BlackRock projection and does not reflect any specific account or portfolio.

A 100% Recovery will occur, the question is not “if”, but “when”.



9 Designed scenarios are for illustration purposes only; this information does not constitute a BlackRock projection and does not reflect any specific account or portfolio.

A substantial recovery in 12 months under a  V-shaped scenario and 
36 months under a U-shaped recovery, but not in an L-shaped recovery.
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U.S. Treasury Yield Curves

1 Mo 2 Mo 3 Mo 6 Mo 1 Yr 2 Yr 3 Yr 5 Yr 7 Yr 10 Yr 20 Yr 30 Yr

12/31/2019 1.48 1.51 1.55 1.6 1.59 1.58 1.62 1.69 1.83 1.92 2.25 2.39

03/31/2020 0.05 0.12 0.11 0.15 0.17 0.23 0.29 0.37 0.55 0.70 1.15 1.35

Difference (1.43) (1.39) (1.44) (1.45) (1.42) (1.35) (-1.33) (-1.32) (-1.28) (-1.22) (-1.10) (-1.04)

0%

1%
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4%

0 5 10 15 20 25 30
Maturity (Years)

March 31, 2020 December 31, 2019 September 30, 2019 December 31, 2018

U.S. Treasury Yield Curves
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Unemployment Claims Spiked After Social Distancing Imposed

The number of Americans filling for unemployment benefits was 5.245 million in the week ended April 11, down from the previous week's
6.615 million and compared to market expectations of 5.105 million. The latest figure brought the total reported over the past month to
22 million, as the coronavirus pandemic swept across the US. The 4-week moving average, which removes week-to-week volatility,
jumped to an all-time high of 5.509 million, while continuing jobless claims hit a record 11.976 million in the week ended April 4.

2020 Data
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The S&P 500 has experienced significant market rebounds following 
the last seven major market downturns since Black Monday in 1987
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The Impact of “Missing the Top Ten Days” the last 20-years is over 50% 
Action: RIO will rebalance our SIB client portfolios to “Stay Invested” 

SIB client portfolios will be rebalanced 
towards client board approved long-

term strategic target asset allocations 
in a prudent and cost efficient manner 
in order to benefit from the historical 

advantages of “Staying Invested”.



  AGENDA ITEM III.B 
 

Informational 
 
TO:    State Investment Board    
 
FROM:   Dave Hunter, Darren Schulz and Eric Chin     
 

DATE:   April 20, 2020  
 
SUBJECT: Portfolio Rebalancing Update 
 

Background: 

On March 27th, the SIB approved a recommendation to engage Parametric to assist 
us in synthetically rebalancing fund exposures in an efficient and cost effective 
manner. Overlay programs effectively rebalance investments towards long term strategic 

asset allocation targets via the use of equity and fixed income futures contracts. Exchange 

traded futures are commonly used by institutional investors to prevent a disadvantaged sale 

of physical securities during a period of distressed pricing, poor liquidity and/or wide bid-ask 

spreads. The SIB previously engaged Parametric to synthetically rebalance assets in 2008 

in order to maintain target asset class exposures during a period of extreme market volatility. 

The Pension Pool, Legacy Fund and Insurance Pool were within 1% to 3% of SIB client 
board approved asset allocation targets due to the above noted rebalancing actions 
and a significant recovery in equities in late-March and early-April. 
 

Pension Pool (including TFFR and PERS):   

 

As of April 17, the Pension Pool was on target for public equity, while Fixed Income 
was underweight by 1% and Cash was overweight by 1%. Private Equity was also 
underweight by 1.6% and Real Assets were overweight by 1.5%. Synthetic rebalancing 
actions are not intended to address private market investments. 

ND Pension Pool Asset Allocation Min Max Target
Actual 
(as of 

4/17/20)

Variance 
from 

Target
  Total Domestic Equity (S&P 500) 25.2% 37.5% 31.3% 31.3% 0.0%
  Total Int'l Equity (EAFE) 16.0% 23.9% 19.9% 20.0% 0.0%
Private Equity 6.5% 4.9% 1.6%
  Total Fixed Income (UST-Agg) 18.5% 28.0% 23.3% 22.3% 1.0%
Real Assets 18.6% 20.0% -1.5%
Cash 0.4% 1.5% -1.0%

100.0% 100.0%



Legacy Fund:   

 
 

As of April 17, the Legacy Fund was within 0.3% of target allocations to public equity 
with a slight overweight to U.S. Equity of 0.5% and slight underweight to International 
Equity of 0.8%. Legacy was also underweight to Fixed Income by 3%, but overweight 
Cash by 2.8%. 
 
Insurance Pool (including WSI):   

   

As of April 17, the Insurance Pool was within 1% of target allocations including 0.7% 
underweight to Fixed Income and 0.7% overweight to Cash.  
 

Summary: 

SIB client portfolios were rebalanced towards client board approved long-term 
strategic target asset allocations in a prudent and cost efficient manner in order to 
benefit from the historical advantages of “Staying Invested”.  

ND Legacy Fund Asset Allocation
Min Max Target

Actual 
(as of 

4/17/20)

Variance 
from 

Target
  Total Domestic Equity (S&P 500) 25.3% 34.8% 30.0% 30.5% -0.5%
  Total Int'l Equity (EAFE) 17.5% 22.5% 20.0% 19.2% 0.8%
  Total Fixed Income (UST-Agg) 30.6% 39.4% 35.0% 32.0% 3.0%
Real Assets 15.0% 15.4% -0.4%
Cash 0.0% 2.8% -2.8%

100% 100%

ND Insurance Pool Asset Allocation
Min Max Target

Actual 
(as of 

4/17/20)

Variance 
from 

Target
  Total Domestic Equity (S&P 500) 8.2% 13.7% 10.9% 10.9% 0.1%
  Total Int'l Equity (EAFE) 4.6% 7.6% 6.1% 5.7% 0.3%
  Total Fixed Income (UST-Agg) 39.0% 50.2% 44.6% 43.9% 0.7%
Real Assets 12.3% 12.6% -0.2%
Short Term Bonds 25.4% 25.2% 0.1%
Cash 1.0% 1.7% -0.7%

100% 100%



 
Executive Review 

Mr. David Hunter, Executive Director/Chief Investment Officer 
April 14, 2020 

 
Evaluation Process: 
 
In compliance with the State Investment Board (SIB) Governance Policy, the SIB            
conducted a formal evaluation of the Executive Director/Chief Investment Officer, based           
on accomplishment of Ends and Compliance with Executive Limitations. An Executive           
Review Subcommittee, consisting of SIB board members Mel Olson, Adam Miller and            
Yvonne Smith, was appointed to oversee the evaluation process. Staff assistance was            
provided by Sara Sauter, Supervisor of Internal Audit Services, and by Bonnie Heit,             
Assistant to the Board. 
 

● The primary feedback tool for this evaluation was a survey instrument designed            
to evaluate compliance with the SIB Governance Ends Policy and Executive           
Limitations Policies. 

○ The survey instrument focused on board meetings, board relations, office          
operations, investment programs and program operations,      
public/legislative relations, and professional skills and development.  

○ The instrument used the following three-point scale: 1- Does Not Meet           
Expectations, 2-Meets Expectations, and 3 - Exceeds Expectations.  

○  
● In addition to the survey, the following reports were taken into account: 

○ Independent Audit Report for the period ending June 30, 2019, issued by            
CliftonLarsonAllen LLP. 

○ RIO Financial FY Ended 6/30/2019 – November 22, 2019 
○ Quarterly Monitoring Reports – February 22, 2019, May 24, 2019,          

September 27, 2019, and November 22, 2019 
○ Executive Limitation Audit CY 2019 – February 28, 2020 
○ ED/CIO Effectiveness survey 

  
● Mr. Hunter also completed a self-assessment of his performance for          

consideration. 
 
On April 13, 2020, the Executive Review Subcommittee reviewed the results and            
discussed areas of strength and developmental opportunities. The results and          
subsequent discussion form the basis for the formal evaluation. The evaluation will be             
presented to the SIB for final approval at the April 24,2020, SIB Board Meeting. 
 
 
 



Findings and Conclusions: 
 
All SIB board members completed the evaluation survey. The composite results were            
as follows:  

● 100% of the responses were “Meets Expectations” or “Exceeds Expectations.”          
None of the board members indicated a need for improvement in any of the              
categories. 

● The overall average rating of of Mr. Hunter’s performance has improved year            
over year. 

 
● Themes of the comments regarding Mr. Hunter’s skills included: 

○ Board Meetings: Information is provided in a comprehensive, yet         
manageable, format. Particularly impressed with the executive summary        
addition to the information. A reevaluation of board education may be           
necessary to assist board members’ understanding of the information. 

○ Board Relations: Anticipates problems and provides ample time for us          
to understand and act appropriately. Very timely and responsive to          
questions, and provides options to solve problems when problems arise.          
Timely use of outside experts to assist us with decision making. 

○ Office Operations: Respectful organized work environment, and        
maintains a positive and organized work environment. Cordial relationship         
with staff, and gives credit for good works to the members of his staff. 

○ Investment Programs and Program Operations: Comprehensive,      
consistent and efficient approach. Committed to monitoring asset        
allocation, risk levels, and money manager performance. High level of          
assurance that our investments are prudent and will yield results that are            
in line with or above our benchmarks. 

○ Public/Legislative Relations: Audits have shown that Mr Hunter has         
excellent contact with stakeholders and government leaders. Able to bring          
very complex material to an easily understood level. High level of           
credibility with legislators. Suggest that he be more engaged in the           
legislative discussion.. 

○ Professional Skills and Development: Constantly looks for ways to          
improve the functioning of the SIB. An ardent professional of high           
integrity.  Consistent in his philosophy and rationale for decision-making. 

○ General Comments: Extremely satisfied; Mr Hunter is a true          
professional; meets all obligations; Excellent job of keeping the         
communication open; very accepting of critical feedback and implements         
strategies to address that feedback; adapts well to changing         
environments; could possibly institute some type of transparency/tracking        
of contacts with fund managers. 

 
 



 
Investment Performance 

● SIB client investments exceeded $16.3 billion as of December 31, 2019. This is             
a 22% rise in the past year, including $2.3 billion of net investment income for               
SIB clients in 2019. 

● The Pension Trust, the Insurance Trust, and the Legacy Fund all exceeded their             
performance benchmarks for the one year ended December 31, 2019, by 45, 85             
and 65 basis points respectively, on a net of fees basis. 

● The Pension Trust, the Insurance Trust, and the Legacy Fund all exceeded their             
performance benchmarks for the five years ended December 31, 2019, by 50,            
100 and 70 basis points respectively, on a net of fees basis. 

 
 
Executive Director/DIO Effectiveness Survey Results 

● Survey participation responses were received from ten out of eighteen          
employees. This is 56% participation rate. Overall survey responses continued to           
trend positive although some minor dissent was noted. 

● There was a slight down tick in the marks with regards to the leadership of the                
Executive Director/CIO. 

● Nine employees believe the Executive Director/CIO demonstrates integrity and         
sets an example for others. 

● Eight out of the ten responses also agreed that the Executive Director/CIO            
provides a clear sense of purpose direction, roles and responsibility for staff.  

● The Executive Director/CIO scores for communication improved from last year.          
Nine of the employees agree that the Executive Director/CIO keeps employees           
informed about what is occurring throughout the organization when appropriate.  

● The majority of employees agreed the Executive Director/CIO takes time to           
understand other perspectives and is open to changing his position.  

● Nine out of ten employees agree that the Executive Director/CIO keeps           
employees informed about what is occurring throughout the organization and          
seeks input from all team members.  

● Consistent with prior years, the Executive Director/CIO received favorable         
responses in the area of valuing employees. Staff overwhelmingly agrees that           
the Executive Director/CIO shows genuine concern for staff and treats everyone           
with respect. 

● The responses to the open ended question were very positive with a majority of              
employees indicating that they are very satisfied with the job being done by the              
Executive Director/CIO. 

 
Executive Director Self-Evaluation 

● Mr Hunter ranked his performance as meeting expectations in all survey items,            
with the exception of question 9 in Category 3, RIO Office Operations in regard to               
a safe, fair and respectful work culture, which he rated “exceed expectations.”  



 
 
 
Summary 
 
This evaluation shows that Mr. Hunter continues to provide excellent leadership as the             
Executive Director/Chief Investment Officer. His credibility and respect among board          
members, stakeholders, clients, and staff continues.  
 
Improvements have been achieved during the year in regard to increasing           
transparency, improving clarity in communication in SIB meeting materials, continued          
efforts to reduce fees, continued efforts to provide critical education for the SIB, and              
increasing emphasis on investment management risk, due diligence reporting and          
compliance monitoring. 
 
  
 
 
___________________________________________ ___________ 
Mr. David Hunter, State Investment Board ED/CIO Date 
 
 
___________________________________________ ___________ 
Yvonne M. Smith, Executive Review Committee Chair Date 
 

 



MEMORANDUM 

TO: State Investment Board  

FROM: Executive Review Committee 

DATE: April 24, 2020 

SUBJECT: Executive Review Committee Recommendation 

The Executive Review Committee (ERC) met on April 13, 2020 to discuss the performance of David Hunter,                 
Executive Director/CIO. As stated in the Executive Director/Chief Investment Officer Evaluation, Mr. Hunter             
continues to provide excellent leadership and performs consistently at high standard. Mr. Hunter continues to               
improve and is receptive to feedback. Board members, stakeholders, clients, and staff respect and trust Mr.                
Hunter.  

When Mr. Hunter joined RIO on December 2, 2013, the assets under management (AUM) was $7.5 billion. In six                   
years, AUM has doubled, to greater than $15 billion. Net investment returns have been materially above median,                 
when compared to other U.S. pension plan peers. For the five years ending 12/31/2019, ND investment returns                 
ranked at the 28th percentile when compared to peers. During the same five years, ND generated 0,60%                 
average excess returns, which given the average AUM of $10 billion, results in $300 million in incremental                 
income.  

In contrast, Mr. Hunter’s compensation has increased less than 2% per year on average. In fact, in three of the six                     
years, his base salary increased by 0%. Last year, the base salary increase was 1%. The Executive Review                  
Committee recommended an 8.3% one-time performance bonus; however the SIB chose to provide a 5%               
one-time performance bonus.  

Bottom line, while ND enjoys the stellar performance described above, we have been unable to recognize that                 
performance through our level of compensation. Mr. Hunter’s salary remains well below the median for executive                
directors/chief investment officers with similar responsibilities.  

In the past year, Mr. Hunter has worked diligently with HRMS on increasing compensation for RIO staff. All                  
current permanent (non-probationary) staff have received some level of salary increase effective April 1, 2020.               
The increases range from 3% to 8% with the average being approximately 6%. This will be in addition to an                    
average 2.5% increase per Legislative approval on July 1. Also, all current probationary employees will be eligible                 
for up to a 5% increase upon successful completion of their probation as well as the 2.5% Legislative increase, for                    
which they are not eligible while on probation. In consideration of these salary adjustments, the Executive Review                 
Committee confirmed with Connie Flanagan, CFO, that RIO’s budget has sufficient budget authority to award the                
salary increase we are recommending below. 

ERC makes the following recommendation: 

Mr. Hunter to receive an 8% performance increase effective as of April 1, 2020, and the 2.5% increase on                   
July 1, 2020.  

● This increase recognizes our continued satisfaction with and appreciation for the excellent service Mr.             
Hunter has provided over the course of his employment.

● This increase will not move Mr. Hunter’s salary up to the median of his peers, but will be a good faith                    
effort to move in that direction.

● This increase will provide assurance to Mr. Hunter that his work is recognized and appreciated by the                
SIB. Hopefully, it will provide incentive to Mr. Hunter to continue his exemplary work with the SIB when                 
inevitable opportunities for advancement are presented by other organizations.


















	EXECUTIVE SUMMARY
	I. AGENDA
	II. MINUTES
	III. INVESTMENTS
	A. Interim Investment Update
	B. Portfolio Rebalancing
	C. SIB Client Updates

	IV. GOVERNANCE/EDUCATION
	A. Executive Review Committee
	1. ED/CIO Perf Eval
	2. ED/CIO Compensation Review
	3. ED/CIO Compensation Recommendation

	B. RIO Agency Update

	BOARD LEADERSHIP

