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N O R T H  C A R O L I N A  S U P P L E M E N T A L  R E T I R E M E N T  
P L A N S  I N V E S T M E N T  S T R U C T U R E   

Tier I 
Target Date Funds 

Tier II - A 
Passive Core Options 

Tier II - B 
Active Core Options 

Tier III  
Specialty Options 

Goal Maker  

Stable Value Fund  
Galliard Stable Value  

Fixed Income 
BlackRock Debt Index 

Fixed Income Fund 
TCW Core Plus  

Prudential Core Plus  

Inflation Responsive Fund   
PIMCO IRMAF  

Large Cap Equity  
BlackRock Equity Index 

Large Cap Value Fund 
Hotchkis & Wiley Large Cap Value 

Delaware Large Cap Value  
Boston Partners Large Cap Value  

Large Cap Growth Fund 
Sands Capital Large Cap Growth 
Wellington Opportunistic Growth 

Loomis Large Cap Growth  

Small/Mid Cap Equity  
BlackRock Russell 2500 Index 

Small/Mid Cap Value Fund 
Hotchkis & Wiley SMID Value 

Earnest Partners SMID Cap Value  
Wedge SMID Cap Value  

Brokerage Window 

Small/Mid Cap Growth Fund 
TimesSquare SMID Growth 

Brown Advisory SMID Growth  

Global Equity Fund 
Wellington Global Opportunities 
Arrowstreet Global Equity ACWI 

International Equity  
BlackRock ACWI ex US Index 

 

International Equity Fund 
Baillie Gifford ACWI ex US Growth 

Mondrian ACWI ex US Value  
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F U N D  R E V I E W  
G O A L M A K E R  P E R F O R M A N C E  A S  O F  J U N E  3 0 ,  2 0 1 7  

• The GoalMaker Portfolios had competitive performance versus their benchmarks over the time periods 
evaluated ended June 30, 2017. 
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M A N A G E R  U P D A T E S  
 

• Mercer met with Baillie Gifford to review their ACWI ex US Alpha strategy.  We like the fact that Baillie Gifford has a consistent philosophy 
across the firm and the firm's research effort is devoted to this, there is no distraction of having to find ideas that meet the needs of different 
philosophies.  The stability of the investment teams at senior level helps preserve the Baillie Gifford culture, notably the focus on the long-term 
and the apparent collaborative approach.  The ACWI ex-US Alpha strategy relies on the generation of ideas from the regional and global 
sector research analysts, whom we regard highly and who are generally long-term veterans of Baillie Gifford. The Portfolio Construction 
Group (PCG) takes the best of the ideas from these teams and places them in a holistic international context.  We maintained the “A” rating on 
the strategy as a result of the meeting.   

• Mercer met with EARNEST Partners at their Atlanta headquarters to review their Small Cap Value strategy.  We recommend maintaining the 
B+ rating for EARNEST Partners’ Small Cap Value strategy. The uniqueness of the firm’s front-end quantitative screen, the depth and quality 
of the fundamental analysts, and the attention to risk management are key strengths of the strategy. While the firm employs a deep bench of 
investment professionals, we feel its team-based structure designed to serve multiple strategies, along with its risk management controls, may 
inhibit analysts’ best ideas from being fully embraced when constructing portfolios. 

•  We were informed by Macquarie Investment Management (MIM) that after a lengthy search process (15 months and 360 original 
applicants), the Large Cap Value Focus team hired Erin Ksenak as an equity analyst, replacing Anthony Lombardi who left in February 2016.  
Ksenak has seven years of industry experience and joined most recently from Affinity Investment Advisors where she was a portfolio 
manager. This news has no immediate impact on our views or “A (T)” rating for the strategy. We are pleased to learn that the Large Cap Value 
Focus team has completed their search.  We are also pleased to observe that Ksenak fits the basic parameters of experience (five to ten 
years) and perceived cultural fit the team shared with us earlier in the search process.  We look forward to meeting Ksenak at our onsite visit 
later this year.   

•  Jay Jacobs, President and Managing Director of PIMCO, has decided to retire from the firm at the end of September. Jacobs’ role as 
President was to oversee the internal facing aspects of the firm, a role he took on in the wake of the departure of former CEO Mohamed El-
Erian in January 2014. He had previously been responsible for Talent Management. While this is a headline departure from the firm, we are 
comfortable that this will not impact the investment capabilities that we rate. At the same time it must be noted that Jacobs’ departure adds to 
a growing concern that staff at PIMCO may be overcompensated given the observed pattern of senior personnel retiring at a relatively young 
age. In CEO Manny Roman, we believe PIMCO have an individual experienced at running the business on both investment and operational 
fronts. The fact that two veteran PIMCO operations personnel are stepping into co-COO roles appears to us to be a sensible move, and 
should serve to minimize disruption further down the hierarchy. We propose no rating changes on the back of this news.  
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M A N A G E R  U P D A T E S  ( C O N T I N U E D )   

• Mercer met with Sands to discuss their Large Cap Growth strategy.  The Select Growth Equity strategy benefits from the skill and leadership of 
its portfolio managers and the experience and depth of the research analysts. Sands Capital Management (Sands) follows a well-defined 
process to identify leading growth companies that have staying power to grow faster than the benchmark for a sustained period of time. The 
thoroughness of their fundamental research is a competitive advantage, as it helps validate the firm's views on the long-term durability of 
businesses. It also gives Sands the confidence to manage concentrated strategies. Given the strategy's loose constraints and concentrated 
nature, tracking error can be high at times; thus, a Tracking Error designation (T) is assigned to this strategy’s “A” rating. Short-term deviations 
relative to the benchmark can be quite significant and clients invested in this strategy should be willing to embrace a long-term investment 
horizon.  

•  Mercer met with TCW to review their Core Plus fixed income strategy.  We continue to be impressed with the strength of the investment team 
and the analytical tools employed by TCW. The team employs a top-down investment process that is opportunistic, with greater emphasis on low 
absolute return volatility, rather than low tracking error. While recent performance of the associated strategies has been underwhelming, we have 
not lost our faith in the team’s philosophy and process. As a more defensive manager, TCW promises its investors superior draw down 
protection during economic downturn, and tends to underperform in markets where riskier issues rally. Because 2016 was marked by riskier 
issues rallying, we did not anticipate TCW’s strategies to thrive. As the team continues to anticipate the coming of a debt driven economic 
recession, it continues to maintain defensive credit positioning across all strategies. However, TCW has positioned itself for this event for some 
time now, which may continue to lead to underwhelming performance. If such is the case, we will reevaluate our opinions at the appropriate time.  
We maintained the “A” rating as a result of the meeting.   

•  We were recently informed by TimesSquare Capital Management (TSCM) of their decision to part ways with domestic Energy analyst Matt 
D’Alto (who joined TSCM in 2011).  TSCM currently has no intention of hiring a direct replacement for D’Alto.  As a result, oversight for U.S. 
Energy stocks has been assumed by Small Cap and All Cap co-portfolio manager Ken Duca, who covered the sector for TSCM from 2000 - 
2011.  Note that in addition to his co-portfolio management responsibilities, Duca also covers the Business Services and Transaction Processing 
groups.  We are not recommending rating changes to TSCM’s domestic strategies at this time.  In response to this news from TSCM, we held a 
call with portfolio manager Tony Rosenthal.  Although staff turnover often raises questions regarding a firm’s cultural health and stability, we 
believe TSCM’s decision to part ways with D’Alto was done for the future benefit of the strategies (stock selection across domestic strategies has 
been challenged in the Energy sector over the past five years 
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M A N A G E R  U P D A T E S  ( C O N T I N U E D )   

• Mercer met with TimesSquare Capital Management to review their SMID Cap Growth strategy.  Our favorable opinion of TSCM's SMID Cap 
Growth strategy is based on a tenured, cohesive and stable portfolio management team, a proven and repeatable investment process, the 
strength of a deep, sector/industry specialized fundamental research effort, and  the backing of a well-managed and properly incentivized 
investment organization. The quality of the research coupled with the stability and experience of portfolio managers Grant Babyak and Tony 
Rosenthal executing on a tenured philosophy and process are key strengths.  As a result of the meeting, Mercer maintained the “A” rating on the 
strategy.   

•  Wellington informed Mercer that as of May 12, 2017, the US Securities and Exchange Commission (SEC) notified the firm that it was opening 
an investigation into some aspects of its private company investment activities. The investigation appears to be focused on private equity 
investments and associated valuation practices. Wellington believes that its procedures and practices are robust and meet regulatory obligations 
in all the markets in which it does business. It intends to cooperate fully with the SEC in this inquiry. We do not regard this news as directly 
impacting the investment capabilities of Wellington and do not propose any rating changes on Wellington’s strategies. We will keep the field 
abreast of any further developments related to this issue as they occur. 

•  Wellington announced that Stephen Klar will join Brendan Swords (Chaiman & CEO) and Jean Hynes (portfolio manager and research analyst) 
as one of three Managing Partners (MP) of the firm. Klar will replace Phil Perelmuter, who has served in the role as Managing Partner for 11 
years and will be stepping down to focus his time on other responsibilities. Klar leads the firm’s Fixed Income Portfolio Management and 
Research group and will continue in that capacity.  This news does not impact Wellington’s investment capabilities, and we are not proposing 
any changes to the firm’s rated strategies. Our understanding is that MPs typically rotate every 10 years and are elected to oversee 
management of the firm’s partnership, functions of which include partner reviews and the distribution of partner-level profits. The MPs are not 
involved with the strategic direction or business management aspects of the firm.  
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A P P E N D I X  -  D I S C L O S U R E S  
© 2017 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 

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 gross of investment management fees, unless 
noted as net of fees. 

  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. 
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