
 
 

Investments Committee Report 21-09 
 
Date:  November 22, 2021 
 
To: Investments Committee  
 
From:  Staff 
 
Subject: Search Process for DCP Actively Managed Mandates: 

- International Small-Cap Equity (Stage 2) 
 
Recommendation: 
That the Investments Committee (Committee) develop Stage 2 finalist recommendations for the 
International Small-Cap Equity mandate. 
 
Discussion: 
 

A. Background 
 
The Board and the Committee have taken a number of actions with respect to procurements and search 
processes for Deferred Compensation Plan (DCP) investment managers. Following is a summary of 
actions to date regarding these ongoing searches: 
 
• On June 18, 2019, the Board directed staff to draft revisions to the DCP Core Menu Investment 

Management Services and Stable Value Fund (SVF) Management Services RFPs to include an 
evaluation process aligning with the Board’s established mutual fund search process. The Board 
also asked staff to work with the City Attorney’s Office and Office of Contract Compliance to identify 
all non-applicable provisions of the City’s general contracting requirements for the investment of 
DCP funds.  

• On July 16, 2019, the Board approved staff’s proposed process to administer parallel mutual fund 
and institutional product procurement searches for all DCP investment mandates.  

• On January 14, 2020, the Committee reviewed and approved staff’s proposed revised RFPs. 
• On February 18, 2020, the Board approved and authorized the release of RFPs for (i) DCP 

Investment Management Services and (ii) SVF Investment Management Services. 
• On August 17, 2020, the DCP Core Menu RFP was released; responses were due October 1, 2020. 

Along approximately the same time frame the DCP investment consultant, Mercer Investments 
(Mercer), executed the parallel mutual fund search process. 

• On February 16, 2021, following Committee review on October 30, 2020, and prior Board 
consideration at its meetings on December 15, 2020, and January 19, 2021, the Board selected 
Galliard Capital Management to complete its SVF procurement process. 
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• On May 18, 2021, the Board selected Vanguard to provide passive management services for the 
passively managed components of the DCP Bond, DCP Large-Cap Stock, DCP Mid-Cap Stock, and 
DCP Small-Cap Stock investment options, following prior consideration at its meeting on April 20, 
2021. 

• On June 23, 2021, the Committee approved a proposal from staff and Mercer for the methodology 
to be used for reviewing candidates for the actively managed mandates. The process provides that 
following evaluation of all RFP respondents and mutual fund candidates on RFP evaluation 
categories, as part of its Stage 1 review Mercer will provide recommendations regarding removing 
from the candidate list those funds not meeting certain key criteria outlined in Section 5.1, 
Evaluation Process and Review Criteria, of the RFP and which would otherwise be the basis for 
ranking candidates in any event. 

• On July 22, 2021, the Committee approved a refined number of candidate strategies for the Mid-
Cap Value Equity, International Small-Cap Equity, International Emerging Markets Equity, and 
International Developed Markets Equity investment mandates. Consideration of the Core Plus 
Bond, Mid-Cap Growth Equity, Small-Cap Value Equity, and Small-Cap Growth Equity mandates was 
deferred. 

• On August 23, 2021, the Committee approved a refined number of candidate strategies for the DCP 
Core Plus Bond, Mid-Cap Growth Equity, Small-Cap Value Equity, and Small-Cap Growth Equity 
investment mandates. 

• On September 17, 2021, the Committee approved Stage 3 finalists for the International Small-Cap 
Equity, International Emerging Markets Equity, and International Developed Markets Equity 
investment mandates. 

• On September 29, 2021, the Committee approved Stage 3 finalists for the Mid-Cap Active Value 
Equity and Mid-Cap Active Growth Equity mandates. 

• On October 20, 2021, the Committee approved Stage 3 finalists for the Small-Cap Active Value 
Equity and Small-Cap Active Growth Equity mandates; and deferred Stage 3 consideration of the 
International mandates due to a change in status for one of the prior finalists for the International 
Small-Cap mandate. 

• On October 28, 2021, the Committee developed final recommendations to the Board for selection 
of the Mid-Cap Active Value Equity and Mid-Cap Active Growth Equity mandates. The Committee 
deferred action on the International Small-Cap fund mandate pending additional information from 
the consultant; and advanced finalists for Stage 3 review of the Active Bond mandate. 

 
B. Committee Action and Timeline 

 
At the Committee meeting Mercer will review: 
 

• International Small-Cap fund mandate – Stage 2 reconsideration (Attachment A) 
 
The following table provides a timeline for Committee review of the remaining mandates and tentative 
subsequent consideration by the full Board: 
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Topic Investments Committee Meeting Date Board Meeting Date for 

Considering Investment 
Committee 

Recommendations 
Stage 2 – International  September 17, 2021 (completed) N/A 
Stage 2 – Mid-Cap September 29, 2021 (completed) N/A 
Stage 2 – Small-Cap 
Stage 3 – International 

October 20, 2021 completed Small-Cap 
(completed) 

N/A 

Stage 2 – Bond 
Stage 2 – International (Small-Cap) 
Stage 3 – Mid-Cap  

October 28, 2021 (completed) November 16, 2021 (Mid-Cap) 
(completed) 

Stage 2 - International (Small-Cap) November 22, 2021 N/A 
Stage 3 – Small-Cap 
Stage 3 – Bond 
Stage 3 - International 

December 1, 2021 December 21, 2021 (Small-
Cap; Bond; International) 

 
 
 
 
Submitted by:   _______________________________________ 

Steven Montagna, Chief Personnel Analyst	
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D C P  I N T E R N A T I O N A L  S T O C K  F U N D

B A C K G R O U N D

• The DCP International Stock Fund portfolio 

construction was approved in August 2010, 

and periodically, its allocation has been 

reviewed in the years since.  

• The intent of the construction was to allocate 

“sleeves” of the Fund to equity specialists in 

each of its three international equity categories 

(Developed Large Cap, Small Cap, and EM).

• The Fund is expected to be relatively 

consistent with the broad market from a 

geographic and market capitalization 

perspective (i.e., it is designed to be all-cap or 

ACWI ex-US IMI-oriented) .

• Notably, while the dedicated EM allocation 

(17.5%) is less than the broad market, it was 

expected that the other two sleeves of the 

Fund would contribute EM exposure, and this 

has been the case in practice. 

International 
Developed 

Equity, 65.0%

Int’l Small Cap 
Equity, 17.5%

EM Equity 
17.5%

DCP International Stock Fund 
Allocation
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D C P  I N T E R N A T I O N A L  S T O C K  F U N D

E M  E Q U I T Y  E X P O S U R E  I N  P R A C T I C E

• Based on June 30, 2021 allocations of the underlying managers, EM equity exposure 

was approximately 27%.  

• This is slightly below the emerging market’s total market capitalization relative to the 

broad non-US equity market’s total capitalization as noted below.  

Equity Allocation as 

6/30/2021

Manager Portfolio 

Allocation

EM Exposure Contribution 

to EM

Intl Developed LC MFS 65.0% 7.0% 4.6%

International Small Cap Brandes 17.5% 28.8% 5.0%

Emerging Markets DFA 17.5% 100.0% 17.5%

Total DCP International Stock Fund EM equity exposure 27.1%

MSCI ACWI ex-US IMI Index EM equity exposure* 30.4%

*Note: Data source is MSCI; 9/30/2021 EM equity weight was 28.9% of total non-US equity exposure
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D C P  I N T E R N A T I O N A L  S T O C K  F U N D

E M  E Q U I T Y  P R O S P E C T I V E  E X P O S U R E

• For the purposes of projecting acceptable emerging markets equity exposure for 

prospective candidates, we provide the following table which indicates EM equity 

tolerance bands for the various portfolio sleeves. 

• As it pertains to International Small Cap Equity, we believe a reasonable range would 

be anywhere from 0-30% of total EM equity exposure within this category. 

Portfolio 

Allocation

Low-end 

expected EM

exposure

High-end of 

expected EM

exposure

Range of EM 

contribution

Intl Developed LC finalists 65.0% 5% 15% 3.3% - 9.8%

International SC finalists 17.5% 0% 30% 0.0% to 5.3% 

EM equity finalists 17.5% 100% 100% 17.5%

Total DCP International Stock Fund expected EM equity exposure 20.8% - 32.5%

MSCI ACWI ex-US IMI Index EM equity exposure as of 9/30/2021* 28.9%

*Note: Data source is MSCI
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D C P  I N T E R N A T I O N A L  S T O C K  F U N D

B A C K G R O U N D  – S T A G E  1

• Institutional RFP respondents were evaluated against the minimum qualifications, with 12 of the 13 

evaluated in stage 1. 

• Mutual fund screening of the International Small Cap Universe:

– Removed funds that didn’t meet the desired characteristics of the mandate (similar to the MSCI 

EAFE Small Cap or similar index such as MSCI ACWI ex-US). 

- High exposure to mid cap holdings.

- Significant style tilts as defined by the benchmark.

– From the trimmed universe of 58 International Small Cap mutual fund strategies, further 

screening occurred eliminating:

- Products that were unavailable.

- Track records shorter than 5-years.

- Assets under management between $1 billion - $20 billion (per the minimum qualifications 

outlined in the RFP). 

- Sharpe Ratios and Information Ratios above the universe median.

- Strong correlations with the stated benchmark.

- Investment expenses (net of revenue sharing) of 1.15% or below. 

– This left 12 mutual fund strategies for Stage 1 review, 4 of which were from firms which 

coincidentally submitted an RFP proposal for an institutional product.
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B A C K G R O U N D

• The result of the Committee reviewing the Stage 1 report resulted in 7 candidates emerging as 

finalists. Subsequently, 2 strategies were eliminated (Acadian – due to strategy closing and Kayne 

Anderson Rudnick – due to assets falling below the minimum requirements). 

• Thus 5 candidates are reviewed throughout this document as well as the incumbent manager 

Brandes Investment Partners (Brandes) which did not pass the Stage 1 evaluation, due to not 

meeting the minimum qualification of strategy assets greater than $1 billion, which is included for 

reference.

• Kayne’s announcement of a strategy change resulting in lower assets was recently announced, and 

this report has been updated to reflect its removal from the process and to provide additional 

information (e.g., holdings-based style analysis) on the remaining candidates.

American Century Victory Capital*

Fidelity William Blair

TimesSquare

Institutional Product RFP Response

*Indicates mutual fund vehicle meeting screening requirements.
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S T A G E  2  C A N D I D A T E S

• 5 finalist candidates (all RFP respondents) are presented in this document: 

– American Century Investment Management

– William Blair

– Fidelity Institutional Asset Management (FIAM)

– TimesSquare Capital Management

– Victory Capital Management*

– Brandes Investment Partners (incumbent, added for comparative purposes) 

Notes:

• All performance is net of fees, unless otherwise noted

• Portfolio characteristics are as of 3/31/21 and performance exhibits are as 6/30/21, unless 

otherwise noted

• Mandate size is approximately $134.2 million as of June 30, 2021

* Eligible mutual fund also available
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S U M M A R Y  E V A L U A T I O N  M A T R I X

Fees

Business 

Management

Team 

Depth

Personnel 

Stablility
AUM

Portfolio 

Construction 

fits Mandate

Long-Term 

Performance 

(7-Year)

Performance 

Consistency 

(7-Year)

Information 

Ratio (7-

Year)

Attractiveness 

of Fees

ACIM     
Blair     
FIAM        
TSCM       
Victory (Trivalent)        

Manager Strategy Performance
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S U M M A R Y  E V A L U A T I O N

• Firm strength – All candidates have well run businesses with substantial levels of overall assets under 

management and internal resources to support the DCP. 

• Strategy team depth and stability – While all candidates possess strong depth in terms of team resources 

devoted to the respective strategies, stability of team personnel for William Blair was lesser than the other 

candidates.

• Strategy Assets Under Management (AUM) – All strategies have sufficient assets under management such that 

the DCP would not represent a disproportionate percentage of strategy assets, though ACIM is notably smaller 

than peers.  

• Mandate fit – Given that screening incorporates a component of trailing performance evaluation, several 

candidates that screened favorably through Stage 1 exhibit a substantial style bias (most commonly a growth tilt). 

Ultimately, it is desirable for the strategy to reside close to “core” from a style perspective and within range of 

benchmark market cap. This dimension of evaluation serves to counterbalance gravitating to top performing 

strategies over recent years since we expect growth and value styles to rotate over time. Further analysis of 

holdings and returns based style analysis show FIAM, Victory Trivalent and TimesSquare (pages 26-30 and 40-41) 

all display less style bias over trailing periods.  

• Performance – Generally all candidates have strong performance, though ACIM, and FIAM (up/down market 

characteristics) display highly competitive performance characteristics.  

• Fees – All fee proposals represent substantial savings to the DCP. FIAM and Victory Trivalent are most attractive. 
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M A N A G E R  O V E R V I E W

Candidate Manager Background Strategy Description & Process

American 

Century 

Investment 

Management

American Century Investments (ACIM) is an independent, privately 

controlled company that has managed investments since 1958. In 

addition to U.S. offices in Kansas City, California, New York, and LA 

(Avantis), the firm maintains a global presence with offices in London, 

Hong Kong and Sydney. The institutional investment strategies are 

managed by teams dedicated to a disciplined investment process 

focused on independent research.

ACIM applies a growth-oriented, earnings momentum approach. The 

firm’s fundamental, bottom-up research process focuses on inflection 

points in a company's fundamentals. The American Century Non-U.S. 

Small Cap philosophy is centered on the belief that accelerating growth 

in earnings and revenues, rather than the absolute level of growth, is 

more highly correlated to stock price performance. ACIM takes 

advantage of both the normal price appreciation that results from a 

company's earnings growth and the market's re-rating of a company's 

price-to-earnings multiple as the earnings acceleration becomes visible. 

The goal is to construct a portfolio of stocks that are experiencing 

accelerating growth that can be sustainable over time.

William Blair

William Blair is 100% active-employee-owned with broad-based 

ownership Investment teams that are solely focused on active 

management and employ a disciplined, analytical research process. 

William Blair is based in Chicago with resources in New York, London, 

Zurich, Sydney, Stockholm, The Hague, Singapore and dedicated 

coverage for Canada. 

Blair follows a bottom-up, fundamentally-based process. The team 

focuses on companies that have demonstrated consistent returns on 

capital with high and consistent rates of growth, are highly profitable, 

have conservative finances, and are well-managed. Blair describes the 

approach as high quality growth, falling in-between GARP and 

aggressive growth with an emphasis on companies with high returns on 

capital and low leverage. William Blair's quality growth philosophy is 

based on the belief that the market is inefficient with respect to 

distinguishing between an average growth company and a quality growth 

company. 

Fidelity 

Institutional 

Asset 

Management 

(FIAM)

Fidelity Institutional Asset Management (FIAM) leverages Fidelity's 

broad and deep institutional investment management capabilities, 

including FIAM Equity, and Fidelity's Fixed Income, High Income and 

Global Asset Allocation divisions. The investment management units 

of FIAM, FIAM LLC and Fidelity Institutional Asset Management Trust 

Company, and the other entities that make up FIAM, are wholly 

owned, indirect subsidiaries of FMR LLC, commonly known as Fidelity 

Investments. The firm offers clearly defined, traditional long-only, 

equity, fixed income, and asset allocation disciplines, as well as 

customized solutions to meet specific client objectives. Fidelity was 

founded in 1946 by Edward Johnson 2nd, the grandfather of the 

current Chairman, Abigail P. Johnson. Privately held for over 70 

years, Fidelity maintains its independence to focus on the long-term 

growth and success of its customers.

Fidelity believes that small cap markets are not fully efficient and that 

stock-specific pricing anomalies exist. The fundamental stock analysts 

apply a fundamental, bottom-up process using various valuation methods 

to find mispriced stocks. The small cap strategy is a core approach 

without a persistent style bias, although growth and quality biases 

emerge at times. The Select International Small Cap philosophy is based 

on the premise that international small-cap is an inefficient, under-

covered asset class which presents frequent opportunities to purchase 

individual equities at a significant discount to their long-term fundamental 

fair value. The firm believes that fundamental, bottom-up, forward-

looking, stock-specific research is the highest-conviction approach to 

exploiting these inefficiencies.
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M A N A G E R  O V E R V I E W
Candidate Manager Background Strategy Description & Process

TimesSquare 

Capital 

Management

TimesSquare (TSCM) is a fundamental research-oriented 

equity investment management firm specializing in growth 

equity strategies for institutional investors. Senior team 

members have a long tenure managing equity portfolios for 

institutional investors, with the firm’s investment process 

tracing its roots back to 1984. TimesSquare is a significantly 

employee-owned organization. The firm believes that this 

broad equity participation aligns the interests of clients and 

associates, and promotes retention of key professionals. 

TimesSquare is an independent affiliate of Affiliated Managers 

Group, Inc. (AMG), an asset management company.

TimesSquare believes that price discrepancies exist in the non-US small cap 

markets due to investors' misunderstanding of a company's longer-term drivers 

of growth with their focus instead placed on a company's shorter-term earnings 

prospects. The firm believes its fundamental research skills, which put 

particular emphasis on assessing the quality of a company's management and 

business model, and valuation analysis, are keys to outperforming the 

benchmark. TimesSquare believes that fundamental equity growth research 

skills, which place a particular emphasis on the assessment of management 

quality, an in-depth understanding of business models, and valuation 

discrepancies, enable them to build a diversified portfolio of international small 

cap stocks that is designed to generate positive risk-adjusted relative returns

Victory 

Capital 

Management 

(Trivalent)

Victory Capital Management Inc. (Victory Capital) is a U.S. 

SEC-registered diversified global asset management firm. 

Through predecessor firms, Victory Capital was organized in 

1894 and began managing tax-exempt assets in 1912. Victory 

Capital was wholly owned by KeyCorp until 2013, when the 

employees of Victory Capital partnered with Crestview 

Partners to acquire all of KeyCorp's interest. Since then, 

Victory Capital has made several acquisitions since becoming 

independent in 2013, including Munder Capital Management 

in 2014. The International Equity team came together originally 

at Standish, Ayer and Wood. Standish was acquired by Mellon 

in 2001, and in 2003, Mellon moved the team under its 

investment manager, The Boston Company Asset 

Management (TBCAM). In 2007, the team moved again to 

Munder Capital. Following Victory Capital's acquisition of 

Munder in 2014, the International Equity team was re-branded 

under the name Trivalent Investments.

Trivalent believes the markets have a tendency to underestimate improving 

business momentum. In capturing this anomaly, the team focuses its 

fundamental research on companies with demonstrably improving business 

momentum relative to their peers as determined by the team's proprietary 

quantitative model. Key metrics include upward earnings revisions, improving 

business momentum and attractive valuation characteristics. Accordingly, the 

portfolio is expected to display value and momentum characteristics.
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M E R C E R  R A T I N G S  S C A L E

Strategies assessed as having “above average” 

prospects of outperformance, but with some 

reservations.

Strategies assessed as 

having “above average” 

prospects of 

outperformance

Strategies assessed as 

having “below average” 

prospects of 

outperformance

Strategies assessed as 

having “average” prospects 

of outperformance

No rating, strategies not 

currently rated by Mercer

The R rating is applied in two situations:

1. Mercer has carried out some research, but has not 

completed its full investment strategy research process

2. Mercer has in the past carried out its full investment strategy 

research process on the strategy, but we are no longer 

maintaining full research coverage

Provisional rating: where 

there is uncertainty about a 

rating that we expect to 

resolve quickly

Tracking error: 

potential for high 

tracking error or high 

volatility

Watch: where there is some uncertainty about 

a rating that we do not expect to be resolved 

soon, but consider it unlikely that it will lead to a 

rating change

A B+ B

C R N

W T P

Please see the Guide to Mercer’s Investment Strategy Ratings https://www.mercer.com/content/dam/mercer/attachments/private/nurture-cycle/gl-2020-wealth-guide-to-mercers-investment-strategy-research-ratings-mercer.pdf

https://www.mercer.com/content/dam/mercer/attachments/private/nurture-cycle/gl-2020-wealth-guide-to-mercers-investment-strategy-research-ratings-mercer.pdf
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M E R C E R  R E S E A R C H  A S S E S S M E N T

While not part of the evaluation process, Mercer research ratings and evaluations are provided, where available, for 

additional context. 

MERCER EVALUATION SUMMARY

Manager Rating Idea Generation
Portfolio 

Construction
Implementation

Business 

Management

American Century Investment Management (ACIM) B+ (T) ■■■□ ■■■□ ■■■□ ■■■□

William Blair B+ (T) ■■■□ ■■■□ ■■■□ ■■■□

Fidelity Institutional Asset Management (FIAM) B+ ■■■□ ■■■□ ■■■□ ■■□□

TimesSquare Capital Management (TSCM) A (T) ■■■■ ■■■□ ■■□□ ■■■□

Victory Capital Management (Trivalent) R N/A N/A N/A N/A

Brandes Investment Partners (incumbent) B+ (T) ■■■□ ■■■□ ■■■□ ■■■■

Mercer’s Rating Scale

A Above average prospects of outperformance C Below average prospects of outperformance

B+ Above average prospects of outperformance but which are qualified by: 1) 
There are other strategies in which we have a greater conviction of 
outperformance and/or 2) Mercer requires more evidence to support its 
assessment

R 1) Early stage research

2) Research no longer maintained

B Average prospects of outperformance N Not rated
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M E R C E R  R E S E A R C H  C O M M E N T A R Y

Candidate
Mercer 

Rating
Research Commentary

American Century 

Investment 

Management

B+ (T)

ACIM applies a bottom-up, fundamental growth-oriented approach geared towards identifying companies 

experiencing earnings acceleration. It operates with a clear investment thesis and makes disciplined use of its 

screens to effectively direct the team of three portfolio managers and eight global analysts to candidates that best 

fit the investment philosophy. The discipline with which the analysts conduct research and portfolio managers 

execute the strategy are strengths. Trevor Gurwich and Frederico Laffan demonstrate a strong understanding of 

the portfolio positioning and have the qualitative insights and quantitative tools to assist in managing the portfolio. 

Laffan is newer to the co-portfolio manager role, and Pratik Patel joined the team in early 2018. As such, there is 

still an element of uncertainty as to how the working relationship between the three portfolio managers will 

develop.

William Blair B+ (T)

Blair's strengths include a disciplined investment process, a consistent emphasis on higher quality growth names, 

and a cohesive investment team. Blair fosters a collaborative environment in which to vet investments, and the 

team's experience provides it with the insight to find growth opportunities before they are fully realized by others in 

the market. Fennel and Flynn work closely with the analysts and other portfolio managers, allowing them to benefit 

from the broader group and leverage the insights this experienced and tenured team provides. Flynn and have 

only worked together on International Small Cap Growth since 2017 after a series of portfolio manager changes 

following George Greig and subsequently Jeff Urbina’s retirements. The level of change at the helm of this 

strategy since 2014 has held us back from a higher rating. Nieman was added as portfolio manager in July 2021 

with the announcement of Flynn's pending retirement within the next 18 to 24 months.

Fidelity Institutional 

Asset Management 

(FIAM)

B+

The team's edge comes from the institutional small cap team's active engagement with Fidelity's extensive 

research resources. The Fidelity analysts offer breadth of coverage and clearly identify the best investment 

opportunities through a well-established stock ranking system. We credit the small cap team with the ability to 

discern the best ideas for inclusion in the portfolio among the many highly rated stocks, and we like their ability to 

support their investment choices. Fidelity is a complex firm subject to frequent reorganizations and the potential for 

changes in the supporting analyst team.
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M E R C E R  R E S E A R C H  C O M M E N T A R Y

Candidate
Mercer 

Rating
Research Commentary

TimesSquare Capital 

Management
A (T)

Portfolio manager Magnus Larsson is an experienced and skilled non-US small cap investor who demonstrates 

discipline and patience in capturing the inefficiencies among the quality companies he seeks. Larsson is 

supported by a strong, although small, but equally experienced team of analysts. Additional strengths include the 

team's discipline and drive to identify quality, sustainable growth companies in which to invest for the long term. 

Overall, we believe this strategy has an above average likelihood of outperforming the benchmark over a market 

cycle.

Victory Capital 

Management 

(Trivalent)

R

Mercer does not formally rate the strategy. The International Small Cap strategy is led by Dan LeVan (joined the 

firm/industry in 2007/1994) along with co-PM John Evers (2007/1991). All investment professionals have sector-

specific research responsibilities. The team ranks the universe using a five-factor model, broadly grouped into two 

categories: business momentum and valuation. The former is the most important factor the team considers when 

purchasing a stock. It assigns a "score" from which the team ranks relative attractiveness on a sector/peer-relative 

basis, and identifies which securities warrant additional review for purchase or sale. Trivalent conducts 

fundamental research on stocks that pass the screens. The portfolio typically holds between 190 and 230 stocks. 

A stock is sold when its earnings outlook declines; the valuation becomes less attractive relative to other 

opportunities; finance the purchase of stocks with better risk/return profiles; or, maintain the portfolio construction 

guidelines. Annual turnover ranges between 60% and 80%. Trivalent does not hedge the currency exposures.
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S T R A T E G Y  O V E R V I E W

Funds
Performance Characteristics (over 5 

Years ending June-21)

% of time out-performing 

(all/up/ down markets over 5 

Years ending June-21)

Portfolio Characteristics (AUM as of 

6/30/21)

American Century - Non-U.S. 

Small Cap

Ret (%p.a.): 15.1 (2) 

Tracking error (%pa): 7.6 (11) 

Information ratio: 0.4 (0)

Return/SD: 0.6 (5)

All markets: 65%

Up markets: 79%                

Down markets: 33%

AUM ($B): 1.9

Inception year: 2001

Market cap ($MM): 4,402

No. of stocks held: 125

Avg. turnover(%):150

William Blair - International 

Growth: Small Cap

Ret (%p.a.): 13.8 (4) 

Tracking error (%pa): 7.0 (13)  

Information ratio: 0.3 (3)

Return/SD: 0.6 (7)

All markets: 45%

Up markets: 57%                

Down markets: 17%

AUM ($B): 3.3

Inception year: 2004

Market cap ($MM): 4,913

No. of stocks held: 106

Avg. turnover(%): 100

FIAM - Select International 

Small Cap

Ret (%p.a.): 12.6 (7) 

Tracking error (%pa): 2.3 (94)  

Information ratio: 0.3 (3)

Return/SD: 0.6 (6)

All markets: 50%

Up markets: 57%                

Down markets: 33%

AUM ($B): 2.7

Inception year: 1995

Market cap ($MM): 3,337

No. of stocks held: 196

Avg. turnover(%): 45

TimesSquare - International 

Small Cap

Ret (%p.a.): 10.7 (45) 

Tracking error (%pa): 5.3 (27)  

Information ratio: -0.2 (47)

Return/SD: 0.4 (68)

All markets: 55%

Up markets: 79%                

Down markets: 0%

AUM ($B): 3.5

Inception year: 2012

Market cap ($MM): 4,168

No. of stocks held: 79

Avg. turnover(%):40

Victory - Trivalent International 

Small-Cap Equity

Ret (%p.a.): 13.1 (6) 

Tracking error (%pa): 4.2 (59)  

Information ratio: 0.3 (3)

Return/SD: 0.6 (7)

All markets: 55%

Up markets: 57%                

Down markets: 50%

AUM ($B): 5.3

Inception year: 2007

Market cap ($MM): 4,797

No. of stocks held: 216

Avg. turnover(%): 75

Brandes - International Small 

Cap Equity (incumbent) 

Ret (%p.a.): 5.8 (100) 

Tracking error (%pa): 9.1 (8)  

Information ratio: -0.7 (62)

Return/SD: 0.3 (92)

All markets: 25%

Up markets: 21%                

Down markets: 33%

AUM ($B): 0.9

Inception year: 1995

Market cap ($MM): 2,318

No. of stocks held: 77

Avg. turnover(%): 24

Quantitative Scorecard
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FACTS AND F IGURES
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C A N D I D A T E  S U M M A R Y

Firm

Candidate Characteristics (AUM as of 6/30/2021)

Headquarters Firm Ownership
Firm AUM 

(billions)

Strategy AUM 

(billions)

Strategy 

Inception 

Year

# of PMs / # 

of Analysts

ACIM Kansas City, MO

Nomura Holdings Inc. 39%

Stowers family and Stowers Institute 44%

Current Employees and Other 17%

$235.1 $1.9 2001 3 / 7

Blair Chicago, IL Employee owned 100% $74.0 $3.3 2004 3 /16

FIAM Smithfield, RI

Officers and Senior Employees of Fidelity 

51%

Johnson Family 49%

$295.8* $2.7 1995 2 / 148

TSCM New York, NY
Affiliated Managers Group, Inc. 60%

TimesSquare CM employees 40%
$16.1 $3.5 2012 1 / 4

Victory (Trivalent) San Antonio, Texas

Crestview Partners, L.P. and Others 44%

Victory Employees 23%

Public 21%

Reverence Capital Partners 12%

$161.9 $5.3 2007 4 / 2

Brandes (incumbent) San Diego, CA Senior Professionals of the Firm 100% $23.7 $0.9 1995 4 / 25

Key observation: 

• All of the managers are established firms with reasonable levels of strategy assets (neither too large nor too 

small).
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S T R A T E G Y  A S S E T S

Firm

As of December 31, 2020 From December 31, 2017 to December 31, 2020

Strategy assets 

($MM)

Number of 

clients

Largest Account 

Size ($MM)

Accounts Gained 

(#)

Accounts Gained 

($MM)
Accounts lost (#)

Accounts lost 

($MM)

ACIM 1,971 11 410 3 124 0 0

Blair 3,113 12 466 0 0 2 361

FIAM 2,568 52 293 7 36 20 2,044

TSCM 2,856 11 1,293 0 0 7 393

Victory 

(Trivalent)
4,492 10 756 5 632 0 0

Brandes 

(incumbent)
752 11 473 5 397 45 1,903

Key observations: 

• Trivalent and ACIM have tended to have the most positive new client growth in recent years.

• Meanwhile, FIAM and TSCM have seen more client departures.
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P E R S O N N E L

Firm

As of December 31, 2020
Investment professional strategy turnover 

from December 31, 2017 to December 31, 2020

Total investment

professionals

Investment professionals

in strategy
Additions Departures

ACIM 195 10 1 1

Blair 144 19 2 6

FIAM 622 150 47 48

TSCM 46 5 0 0

Victory (Trivalent) 224 6 0 0

Brandes (incumbent) 35 29 3 8

Key observations: 

• Staffing appears reasonable at all firms, though Blair shows the most net departures over the past 3 calendar 

years. 

• FIAM, given its size and analyst driven strategy, typically will have higher personnel turnover as noted here.
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S E L E C T E D  P O R T F O L I O  G U I D E L I N E S

Firm

Minimum

market cap

($MM)

Maximum

market cap

($MM)

Number of

stocks

typically

held

Average cash

position over

last 5 years (%)

Average

portfolio

turnover over

last 5 years(%)

Use of currency

hedging

Percent limit

on hedging

(%)

Maximum

allocation to

emerging

markets (%)

ACIM 0 2,000 134 1 150 No Hedging 0 30

Blair 100 5,000 107 3 100
Occasional 

Hedging
50 35

FIAM 100 5,000 150-200 2 45 No Hedging 0 0

TSCM 0 5,000 75 1 40 No Hedging 0 15

Victory 

(Trivalent)
100 5,000 220 1 75 No Hedging 0 0

Brandes 

(incumbent)
250 2,500 60-85 9 24 No Hedging 0 30

Key observations: 

• FIAM and Trivalent run more diversified strategies
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S E L E C T E D  P O R T F O L I O  G U I D E L I N E S

# of Holdings % in Top 10 Holdings Market Cap ($M) Dividend Yield Price / Earnings Price / Book

ACIM 125 14.49 4,402 1.1 29.13 3.32

Blair 106 18.61 4,913 0.89 46.38 6.8

FIAM 196 11.08 3,337 1.84 21.13 1.78

TSCM 79 25.07 4,168 1.53 24.67 3.54

Victory (Trivalent) 216 11.07 4,797 1.96 15.51 1.88

Brandes 

(incumbent)
77 29.04 2,318 2.32 13.73 0.69

MS EAFE SC 

Index
2,312 2.52 3,274 1.98 21.04 1.63

Key observations: 

• Victory and Fidelity are the most diversified, with the highest number of holdings and less concentration in the 

top 10.

• FIAM tends to be in line with the benchmark average market cap, while Blair and Trivalent move up cap.

• Blair’s P/E and P/B are very high, indicating a notable growth orientation.
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S E C T O R  D I S T R I B U T I O N

Firm Energy (%)
Materials 

(%)

Industrials 

(%)

Cons Disc 

(%)

Cons 

Staples (%)

Health Care 

(%)

Financials 

(%)

Real Estate 

(%)

Info Tech 

(%)

Comm 

Services 

(%)

Utilities (%)

ACIM 1.1 7.5 28.4 19.7 4.2 5.0 6.7 1.5 18.4 5.1 2.3

Blair 1.0 0.0 29.2 14.6 3.5 14.5 4.8 2.4 22.0 3.1 2.5

FIAM 1.0 10.3 21.5 15.6 4.7 6.9 9.9 8.7 12.8 5.4 1.3

TSCM 0.0 3.5 25.6 5.9 5.8 8.4 17.1 2.4 16.3 9.8 2.5

Victory 

(Trivalent)
2.2 9.4 21.3 13.2 4.5 8.8 9.3 8.4 12.6 5.2 2.7

Brandes 

(incumbent)
3.3 3.9 19.4 10.2 18.7 6.6 16.8 7.3 3.8 6.2 1.4

MS EAFE 

SC Index
1.7 9.2 23.6 13.5 5.7 6.7 10.9 11.3 9.9 4.5 2.8

Data as of 3/31/2021

Key observations: 

• All strategies appear well diversified from a sector concentration standpoint.

• FIAM tends to maintain highly benchmark aware positioning, while TSCM and Blair show some notable 

sector bets.
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C O U N T R Y  A L L O C A T I O N

Firm
UK

(%)

Europe ex

UK

(Developed)

(%)

Japan

(%)

Pacific ex

Japan

(Developed)

(%)

North

America

(%)

Emerging

Markets

(%)

Other

Developed

Markets

(%)

Cash

(%)

ACIM 12.8 29.9 18.3 5.2 0.0 18.9 14.9 0.0

Blair 11.9 37.5 15.7 2.9 0.0 24.1 5.1 2.8

FIAM 14.9 40.9 20.6 8.9 0.0 4.7 8.3 1.7

TSCM 14.2 39.2 25.1 9.6 0.0 10.1 1.9 0.0

Victory 

(Trivalent)
14.0 39.3 19.6 10.4 0.0 6.0 9.9 0.8

Brandes 

(incumbent)
16.9 23.0 17.3 4.9 0.0 28.8 7.9 1.2

MS EAFE SC 

Index
17.5 37.7 28.0 16.8 0.0 0.0 0.0 0.0

Data as of 3/31/2021 except benchmark which is 6/30/2021

Key observations: 

• EM exposure is a key differentiator for some strategies, with Blair, and ACIM all holding large EM positions. 
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• Throughout the following analysis, we review holdings-based style factor exposures, demonstrating 

the degree of exposure to major factor groups and underlying facets within each group.  

• Positive tilts to value, growth, quality, momentum, etc. are values above zero. Greater magnitude 

indicates a stronger tilt.

• An illustration of a Style Skyline is below. The below strategy shows a growth approach with minimal 

value characteristics, low exposure to quality, and a larger cap bias than the benchmark.

• Having positive orientation to both value and growth factors indicates a greater exposure to a core 

style.

• The red dot shows the most recent time period while the boxes show the dispersion of factor 

exposures over the trailing period.

F A C T O R  ( S T Y L E  S K Y L I N E )  B A C K G R O U N D
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Range of historical factor exposures September 2019 to June 2021

ACIM shows a strong growth bias and a tilt 

away from value

Notes: red dots () in each factor bar chart indicate most recent value as of 6/30/2021; benchmark is MSCI EAFE Small Cap Index

Larger than benchmark 

market cap bias.

I N T E R N A T I O N A L  S M A L L  C A P  S T Y L E  

S K Y L I N E  ( H O L D I N G S - B A S E D )

A M E R I C A N  C E N T U R Y
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Range of historical factor exposures September 2019 to June 2021

I N T E R N A T I O N A L  S M A L L  C A P  S T Y L E  

S K Y L I N E  ( H O L D I N G S - B A S E D )

W I L L I A M  B L A I R

Blair exhibits a strong growth tilt that has been 

relatively consistent over time. 
Larger than benchmark 

market cap bias.

There is a quality bias, 

favoring companies with a 

high ROE.

Notes: red dots () in each factor bar chart indicate most recent value as of 6/30/2021; benchmark is MSCI EAFE Small Cap Index
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Range of historical factor exposures September 2019 to June 2021

I N T E R N A T I O N A L  S M A L L  C A P  S T Y L E  

S K Y L I N E  ( H O L D I N G S - B A S E D )

F I A M

FIAM exhibits a core style factor exposure, as 

well as a slight tilt towards quality.

Larger than benchmark market 

cap bias that has come down 

considerably recently

Notes: red dots () in each factor bar chart indicate most recent value as of 6/30/2021; benchmark is MSCI EAFE Small Cap Index
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Range of historical factor exposures September 2019 to June 2021

I N T E R N A T I O N A L  S M A L L  C A P  S T Y L E  

S K Y L I N E  ( H O L D I N G S - B A S E D )

T I M E S S Q U A R E ( T C S M )

TCSM exhibits a growth bias, but value factor 

exposure has been closer to core recently as 

indicated by red dots.

Larger than benchmark market 

cap bias.

There is a quality bias, 

particularly favoring 

companies with a high ROE.

Notes: red dots () in each factor bar chart indicate most recent value as of 6/30/2021; benchmark is MSCI EAFE Small Cap Index
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Range of historical factor exposures September 2019 to June 2021

I N T E R N A T I O N A L  S M A L L  C A P  S T Y L E  

S K Y L I N E  ( H O L D I N G S - B A S E D )

V I C T O R Y  T R I V A L E N T

Larger than benchmark 

market cap bias.

There is a quality bias, 

favoring companies with a 

high ROE.

Victory Trivalent exhibits core style factor 

exposure.

Notes: red dots () in each factor bar chart indicate most recent value as of 6/30/2021; benchmark is MSCI EAFE Small Cap Index
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V E H I C L E S  &  F E E S

1 Includes current operating expenses of 0.05%

2 Includes operating expenses capped at 0.10%

Manager Vehicle Fund Name
Expense Ratio 

(Revenue Sharing)

Estimated Expense 

(Based of 6/30/21 

Assets of $134.2 M)

Estimated $ Difference vs 

Incumbent

ACIM CIT Non-US Small Cap 0.95% 1,274,893 (281,819)

Blair CIT International Growth Small Cap 0.89%1 1,261,473 (295,238)

FIAM CIT Select International Small Cap 0.85%2 1,140,694 (416,018)

TSCM CIT International Small Cap 0.95% 1,274,893 (281,819)

Victory 

(Trivalent)
CIT Trivalent International Small-Cap Equity 0.75% 1,006,495 (550,217)

Brandes

(incumbent) 
Mutual Fund International Small Cap Equity

1.16%

(0.15%)
1,556,712 --

Key observations: 

• All strategies present fee savings to the Plan.

• Victory has the lowest fee amongst the candidates; meanwhile ACIM, William Blair and TimesSquare are 

on the higher end. 

• Fidelity is in the middle of the group.
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PERFORMANCE 

DETAILS 
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P E R F O R M A N C E  C H A R A C T E R I S T I C S
Performance characteristics vs. MSCI EAFE Small Cap (Net) in $US (after fees) over 5 yrs ending June-21 

Comparison with the Mutual Fund World ex US/EAFE Equity Small Cap universe (Percentile Ranking) (quarterly calculations) 

Return (%pa)
Std Deviation 

(%pa)

Tracking 

Error (%pa)

Information 

Ratio
Sharpe Ratio Alpha (%pa)

Up Markets 

Capture (%)

Down Markets 

Capture (%)
Beta

ACIM 15.08 24.79 7.64 0.40 0.56 1.88 136.61 111.18 1.11

Blair 13.84 24.30 6.97 0.26 0.52 0.88 125.41 110.13 1.09

FIAM 12.64 21.30 2.26 0.27 0.54 0.63 104.01 99.92 0.99

TSCM 10.73 24.38 5.29 -0.25 0.39 -2.16 118.64 121.85 1.12

Victory (Trivalent) 13.12 22.87 4.22 0.26 0.52 0.58 111.08 103.17 1.05

Brandes 

(incumbent)
5.54 20.71 9.16 -0.71 0.21 -4.48 63.14 101.62 0.88

MS EAFE SC 12.03 21.37 N/A N/A 0.51 N/A N/A N/A N/A

1st Quartile 2nd Quartile 3rd Quartile 4th Quartile

Key observations: 

• FIAM’s tends to minimize volatility relative to the benchmark, performing well from an up/down market 

perspective.

• All others candidates delivered meaningful up market participation, with a downside capture greater than 

the benchmark.
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A N N U A L I Z E D  P E R F O R M A N C E

• Generally all candidates delivered excellent performance over trailing periods.
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C A L E N D A R  Y E A R  P E R F O R M A N C E

• During the 2018 drawdown, FIAM protected better than the other managers
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R I S K  /  R E T U R N  – 5 - Y E A R  P E R I O D  ( 6 / 3 0 / 2 1 )

• From a risk/return perspective, FIAM stands out and Victory Trivalent appears relatively efficient.

ACIM

Victory

TSCM

FIAM

Brandes

(incumbent)

Blair
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R I S K  /  R E T U R N  – 7 - Y E A R  P E R I O D  ( 6 / 3 0 / 2 1 )

• FIAM stands out from the other managers over the trailing 7-year period.

ACIM

Victory TSCMFIAM

Brandes

(incumbent)

Blair
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T R A C K I N G  E R R O R  /  E X C E S S  R E T U R N  ( 5 - Y R )

• From a excess return and tracking error perspective, FIAM and Victory are notable.

ACIM

Victory

TSCM

FIAM

Brandes

(incumbent)

Blair
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T R A C K I N G  E R R O R  /  E X C E S S  R E T U R N  ( 7 - Y R )

• FIAM, Victory and TCSM exhibited less tracking error than the universe median (left of the median crosshairs) 

and greater excess return than the median (above the median crosshairs).

• Meanwhile Blair and ACIM had higher excess returns and tracking error than the universe median.

ACIM

Victory TSCM
FIAM

Brandes

(incumbent)

Blair
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R E T U R N S - B A S E D  S T Y L E  A N A L Y S I S  ( 5 - Y R )

• FIAM has a core orientation while William Blair, ACIM (overlayed by Blair), TimesSquare and Victory exhibit a 

strong growth orientation.  

Large Value

Small Growth

Large Growth

Small Value
ACIM

Victory
TSCM

FIAM

Brandes

(incumbent)

Blair/
MSCI SC
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R E T U R N S - B A S E D  S T Y L E  A N A L Y S I S  

( R O L L I N G  3 - Y R  P E R F O R M A N C E  O V E R  5 - Y R S )

• FIAM and TimesSquare have shown more diversity in the portfolios rolling 3-year performance orientation over 5 

years, while William Blair, ACIM (overlayed by Blair).

Large Value

Small Growth

Large Growth

Small Value
ACIM

Victory

TSCM

FIAM

Blair/

MSCI SC
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R I S K  S T A T I S T I C S  – 5  Y E A R  ( 6 / 3 0 / 2 0 2 1 )

The risk free rate used for these calculations is the US 3 month T-Bill

• FIAM displays a more risk measured approach; Meanwhile, ACIM drove higher upside at the cost of greater 

down market capture. 
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Q U A R T E R L Y  E X C E S S  R E T U R N
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Q U A R T E R L Y  E X C E S S  R E T U R N
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Q U A R T E R L Y  E X C E S S  R E T U R N
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Q U A R T E R L Y  E X C E S S  R E T U R N
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Q U A R T E R L Y  E X C E S S  R E T U R N
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Q U A R T E R L Y  E X C E S S  R E T U R N
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R O L L I N G  3 - Y E A R  P E R F O R M A N C E  R A N K I N G S

The benchmark result for Number Outperform represents the total number of observations in the period.

The information contained within the exhibit was derived by Mercer using content supplied by Lipper, a Thomson Reuters Company.

Rolling 3 yr performance characteristics vs. MSCI EAFE Small Cap (Net) in $US (after fees) over 5 yrs ending June-21
Comparison with the Mutual Fund World ex US/EAFE Equity Small Cap universe  (quarterly calculations) 

Name

1st Quartile 2nd Quartile 3rd Quartile 4th Quartile Average 

Percentile 

Rank

Outperform

No. % No. % No. % No. % No. %

Mutual Fund World ex 

US/EAFE Equity Small 

Cap Universe - MSCI 

EAFE Small Cap (Net) 

Index

Products

ACIM 15 75.0 2 10.0 2 10.0 1 5.0 19 14 70

Blair 8 40.0 2 10.0 4 20.0 6 30.0 42 6 30

FIAM 14 70.0 3 15.0 3 15.0 0 0.0 23 9 45

TSCM 16 80.0 0 0.0 2 10.0 2 10.0 23 10 50

Victory (Trivalent) 15 75.0 4 20.0 1 5.0 0 0.0 20 13 65  

Brandes (incb) 2 10.0 1 5.0 1 5.0 16 80.0 85 3 15

Benchmark

MSCI EAFE SC (Net) 14 70.0 6 30.0 0 0.0 0 0.0 19 20 0

• On a rolling 3-year basis, most managers performed in the top quartile of the universe on average over the 

trailing 5 years, with the exception of William Blair.
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Q U A R T E R L Y  U P  /  D O W N  M A R K E T  A N A L Y S I S

The benchmark results represent the total number of up markets, down markets and observations in the period.

The information contained within the exhibit was derived by Mercer using content supplied by Lipper, a Thomson Reuters Company.

Performance characteristics vs. MSCI EAFE Small Cap (Net) in $US (after fees) over 5 yrs ending June-21
Comparison with the Mutual Fund World ex US/EAFE Equity Small Cap universe  (quarterly calculations) 

Name

Up Markets Down Markets All Markets

Outperform

Excess 

(Av) 

(%pq)

Outperform

Excess 

(Av) 

(%pq)

Outperform

Excess 

(Av) 

(%pq)

Outperform 

(Av) (%pq)

Underperform 

(Av) (%pq)No. % No. % No. %

Mutual Fund World ex US/EAFE Equity Small Cap 

Universe - MSCI EAFE Small Cap (Net) Index

Products

American Century - Non-U.S. Small Cap 11 79 1.8 2 33 -1.5 13 65 0.8 2.8 -2.9

William Blair - International Small Cap Growth 8 57 1.3 1 17 -1.3 9 45 0.5 3.5 -1.9

FIAM Select International Small Cap Pool 8 57 0.2 2 33 -0.1 10 50 0.1 1.0 -0.8

TimesSquare - International Small Cap 11 79 1.0 0 0 -2.7 11 55 -0.1 1.9 -2.6

Victory Trivalent Intl Small-Cap Eq 8 57 0.6 3 50 -0.3 11 55 0.3 1.7 -1.4

Brandes International Small Cap Equity A (incumbent) 3 21 -2.1 2 33 -0.2 5 25 -1.6 5.5 -3.9

MSCI EAFE Small Cap (Net) 14 0 0.0 6 0 0.0 20 0 0.0 na na

Group Statistics

Upper Quartile 7 50 0.2 3 46 -0.2 10 49 0.0 2.2 -1.4

Median 7 46 -0.1 2 33 -0.4 9 43 -0.3 1.6 -1.9

Lower Quartile 6 43 -0.6 1 17 -1.4 8 40 -0.5 1.2 -2.4

Number 14 14 14 14 14 14 14 14 14 14 14

• ACIM outperformed during all markets 65% of the time. TSCM and Victory outperformed 55% of the time, with 

Victory delivery higher average excess performance.
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C O R R E L A T I O N

Notes:

Correlation is shown in the right hand side of the table.

The information contained within the exhibit was derived by Mercer using content supplied by Lipper, a Thomson Reuters Company.

Correlation of Returns in $US (after fees) over 5 yrs ending June-21 (quarterly calculations) 

ACIM Blair FIAM TSCM Victory Brandes (incb) MSEAFESCN

ACIM 0.98 0.96 0.97 0.97 0.79 0.96

Blair 0.97 0.97 0.97 0.82 0.96

FIAM 0.99 0.98 0.91 0.99

TSCM 0.97 0.85 0.98

Victory (Trivalent) 0.86 0.98

Brandes (incb) 0.91

MSEAFESCN
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APPENDIX
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P O R T F O L I O  C O N S T R U C T I O N

D E S I R E D  F A C T O R  E X P O S U R E S

SIZE

Bias towards 

companies with a 

smaller market 

capitalization.

Return enhancing 

due to (a) small 

company illiquidity 

and credit risk premia 

and (b) the 

rebalancing effect of 

selling stocks which 

have risen in price.

MOMENTUM

Bias towards stocks 

which have recently 

performed well.

Return enhancing 

due to behavioral 

factors of (a) under-

reaction to company 

news, (b) over-

reaction to recent 

stock price 

performance, and (c) 

herding.

Bias towards stocks with 

historically low absolute 

variability of returns.

Risk-adjusted return 

enhancement due to (a) 

lottery effect whereby 

high volatility stocks are 

systematically over-

priced, (b) leverage 

aversion, (c) tracking 

error constraints causing 

systematic over-pricing 

of high volatility stocks 

(as not owning these 

disproportionately 

increases tracking error).

QUALITY

Bias toward stocks with 

strong measure of 

profitability, such as 

Return on Equity.

Return enhancing due to 

behavioral under-

estimation of the long-

term sustainability of high 

quality businesses.

VALUE

Bias towards cheap 

stocks on a measure 

of value such as 

Price to Book or 

Price to Earnings.

Return enhancing 

due to (a) behavioral 

over-extrapolation of 

earnings growth, (b) 

“distress” risk 

premium, and (c) the 

rebalancing effect.

LOW 

VOLATILITY
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• Long-term exposure to different factors has been a driver of excess returns relative to the broad 

market over very long periods of time as displayed below (lines above 100 indicate cumulative 

excess performance relative to the market). 

(Size)

Source: MSCI

Performance of MSCI Single Factor Indexes relative to MSCI World Index

B E N E F I T S  O F  F A C T O R  I N V E S T I N G
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P E R F O R M A N C E  N O T E S

 American century : Composite performance net of 0.95% fee.
 William Blair : Net of 0.89% performance provided by manager.
 Fidelity : Net performance provided by the manager.
 Victory : Composite performance net of 0.75% fee.
 TimesSquare : Composite performance net of 0.95% fee.
 Brandes : Incumbent, mutual fund vehicle (used A shares ticker: BISAX due to shorter performance history 

of the I shares: BISMX) 



© 2021 Mercer LLC. All rights reserved. 56

M I N I M U M  Q U A L I F I C A T I O N S

• The minimum qualifications outlined in section 2.2 of the RFP for the International Equity Small Cap mandate are 

included below:

– Investment style consistent with international (ex-US) small-cap equity investment style and categorized in 

Mercer GIMD or other commercially available database as an international (ex-US) small-cap equity strategy

– Stated benchmark of the strategy will be representative of the style (MSCI EAFE Small-Cap Index or 

comparable), and strategy will have high correlation with the benchmark (similar to median of peer group or 

higher)

– Strategy track record of 5 years or longer

– Risk-adjusted net performance (as measured by Sharpe ratio and/or Information Ratio) better than median 

over trailing 5-year period ending most recent quarter

– Minimum assets under management in strategy of $1 billion

– Maximum assets under management in strategy of $20 billion

– Investment expense, after all rebates, equal to or less than 1.15%
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I M P O R T A N T  N O T I C E S

References to Mercer shall be construed to include Mercer LLC and/or its associated companies.

© 2021 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 on behalf of any of

the investment managers, their affiliates, products or strategies that Mercer may evaluate or recommend.

The value of your investments can go down as well as up, and you may not get back the amount you have invested. Investments denominated in a foreign currency will fluctuate with the value

of the currency. Certain investments, such as securities issued by small capitalization, foreign and emerging market issuers, real property, and illiquid, leveraged or high-yield funds, carry

additional risks that should be considered before choosing an investment manager or making an investment decision.

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

Style analysis graph time periods may differ reflecting the length of performance history available.

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.

THE FOLLOWING PROVISIONS APPLY TO DATA OR OTHER SERVICES PROVIDED BY THE FOLLOWING COMPANIES: Where “End User” appears before the Vendor name, a direct end-

user license with the Vendor is required to receive some indices. You are responsible for ensuring you have in place all such licenses as are required by Vendors.

BARCLAYS: © Barclays Bank PLC 2018. This data is provided by Barclays Bank PLC. Barclays Bank PLC and its affiliated companies accept no liability for the accuracy, timeliness or

completeness of such data which is provided “as is.” All warranties in relation to such data are hereby extended to the fullest extent permitted under applicable law.

BARCLAYS CAPITAL: The Barclays Indices are a proprietary product of Barclays. Barclays shall maintain exclusive ownership of and rights to the Barclays Indices and that inclusion of the

Barclays Indices in this Service shall not be construed to vest in the subscriber any rights with respect to the Indices. The subscriber agrees that it will not remove any copyright notice or other

notification or trade name or marks of Barclays that may appear in the Barclays Indices and that any reproduction and/or distribution of the Barclays Indices (if authorized) shall contain such

notices and/or marks.

BLOOMBERG L.P.: © 2018 Bloomberg L.P. All rights reserved. BLOOMBERG, BLOOMBERG PROFESSIONAL, BLOOMBERG FINANCIAL MARKETS, BLOOMBERG NEWS, BLOOMBERG

TRADEMARK, BLOOMBERG BONDTRADER, AND BLOOMBERG TELEVISION are trademarks and service marks of Bloomberg L.P. a Delaware Limited Partnership.

CENTER FOR RESEARCH IN SECURITY PRICES (CRSP): Derived based upon data from Center for Research in Security Prices (CRSP® ), The University of Chicago Booth School of

Business.



© 2021 Mercer LLC. All rights reserved. 58

© 2021 Mercer LLC. All rights reserved.

MSCI®: Portions of this report are copyright MSCI 2018. Unpublished. All Rights Reserved. This information may only be used for your internal use, may not be reproduced or redisseminated in

any form and may not be used to create any financial instruments or products or any indices. This information is provided on an “as is” basis and the user of this information assumes the entire

risk of any use it may make or permit to be made of this information. Neither MSCI, any of its affiliates or any other person involved in or related to compiling, computing or creating this

information makes any express or implied warranties or representations with respect to such information or the results to be obtained by the use thereof, and MSCI, its affiliates and each such

other person hereby expressly disclaim all warranties (including, without limitation, all warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness

for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any other person involved in or related to compiling,

computing or creating this information have any liability for any direct, indirect, special, incidental, punitive, consequential or any other damages (including, without limitation, lost profits) even if

notified of, or if it might otherwise have anticipated, the possibility of such damages. MSCI is a registered trademark of MSCI, Inc.

All investments have risks. Growth investments target companies with above-average earnings that may be subject to price volatility if earnings expectations are not met. Although value

investments target stocks believed to be priced too low, there is no guarantee that they will appreciate. There are risks associated with international investments including currency fluctuations,

economic instability, and political developments. Additional risks may be associates with emerging market securities, including liquidity and volatility. Investing in small and/or midsize

companies may increase the risk of greater price fluctuations. Target date investments are designed for investors expecting to retire around the year indicated in the product name. The asset

allocation strategy generally becomes increasingly conservative as it approaches the target date and beyond. Investment risks change over time as the underlying investment asset allocation

changes. Target date investments are subject to the volatility of the financial markets, including equity and fixed-income investments in the U.S. and abroad, and may be subject to risks

associated with investing in high yield, small-cap, commodity-linked, and foreign securities. Principal invested is not guaranteed at any time, including at or after the target dates. Bonds are

subject to certain risks including interest rate risk, credit risk, and inflation risk. As interest rates rise, the price of bonds will fall. Long-term bonds have more exposure to interest rate risk than

short-term bonds. Government and agency securities are not guaranteed. Mortgage backed securities are subject to prepayment risk. Lower quality bonds may offer higher yields in return for

more risk. The value of REIT shares is affected by, among other factors, changes in the value of the underlying properties owned by the REIT and/or changes in the prospects for earnings

and/or cash flow growth of the REIT itself. In addition, certain risks associated with general real estate ownership apply to REIT investments, including risks related to general and local

economic conditions, possible lack of availability of financing, and changes in interest rates.

Each index reflects a group of unmanaged securities. It is not possible to invest directly in an index.

Before investing, consider the investment options' or funds' investment objectives, risks, charges, and expenses. Visit the appropriate fund company website listed in the appendix for an offering

statement or prospectus and, if available, a summary prospectus containing this and other information. Read it carefully.

An investment's placement along the risk spectrum is based on market risk and credit risk. Other factors considered include prospectus objectives, degrees of diversification, characteristics of

typical holdings, and historical volatility of the fund and its benchmark. Risks will vary. This spectrum does not represent actual or implied performance.

The inclusion of additional fund share classes is for informational purposes only and may have different expenses. As a result the performance related figures may be higher or lower when

compared to the Plan's share class.

Investment advisory services provided by Mercer Investment Consulting LLC. Mercer Investment Consulting LLC is a federally registered investment advisor under the Investment Advisers Act

of 1940, as amended, providing nondiscretionary and discretionary investment advice to its clients on an individual basis. Registration as an investment advisor does not imply a certain level of

skill or training. The oral and written communications of an advisor provide you with information about which you determine to hire or retain an advisor. Mercer’s Form ADV Part 2A & 2B can be

obtained by written request directed to: Compliance Department, Mercer Investments, 701 Market Street, Suite 1100, St. Louis, MO 63101.

I M P O R T A N T  N O T I C E S
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