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Program Overview

¹Passive Classification includes Index-Oriented and Factor Weighted portfolios 
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Strategy and Portfolio Positioning | SAA Segments

• GPE is the principal asset class providing growth exposure in the strategic asset allocation

• The program thoughtfully delivers multiple equity betas in a risk and cost aware manner

• GPE's goal is to provide equity beta exposure plus risk-managed systematic and opportunistic alpha

• 92% of the total portfolio is invested in cost-efficient, internally-managed strategies
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Strategy and Portfolio Positioning | Implementation

We believe that active management can and does deliver alpha over the long-term (5+ years) by exploiting market inefficiencies

• GPE's program implementation goal is to outperform the global public equity policy benchmark over rolling 5-year periods, with target IR of 0.5

• GPE Active Equities outperformed its composite benchmark by 239 bps over the last 1-year and 123 bps over the last 5-years, delivering over 

$700M of dollar value added (DVA) over the last 1-year and over $1,000M of cumulative DVA over the last 5-years

• GPE will continue to prudently increase allocation to active strategies in search of alpha, while cognizant of the 50 bps policy tracking error limit

¹DVA is dollar value added above the benchmark return

²Total Fund directed net flows from GPE totaled -$32B during FY 23/24
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Strategy and Portfolio Positioning | Historical Allocation

• Re-established active risk taking in GPE

in November 2022, following the 2019

Total Fund initiative to reduce active risk

• Deployed $13B to active strategies in FY

2022-23, increasing the allocation to

Active Equities from 8% to 16%

• Deployed $14B to active strategies in FY

2023-24, increasing the allocation

to Active Equities from 16% to 26%

GPE Portfolio Positioning | 5-Year Historical Allocation 
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Portfolio Performance | Active Management

How Staff Decisions Can Add Value 
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Portfolio Performance | Excess Return & Dollar Value Added (DVA)

¹DVA is dollar value added above the GPE policy benchmark return
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Portfolio Performance | Dollar Value Added

• Active Equities contributed 84% to GPE's 1-year combined DVA while its average allocation in the FY was only 18%

• Skilled internal portfolio implementation of "passive" strategies contributed 5% to GPE's 1-year combined DVA

¹ Percentages are calculated based on the combined DVA from Index-Oriented Equities, Factor-Weighted Equities, and Active Equities. 

² The total GPE DVA also includes the cumulative effects of changes to active investment strategies over time, including things like reducing allocations to active 

strategies and redeploying those assets to other GPE strategies

³ The 5-year DVA for the Index-Oriented Strategy includes contributions from CLO investments, which were transferred to a standalone strategy in December 2020
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Market Environment

Current Concerns 
• Global growth at risk of weakening as consumer strength and labor market soften

• Market volatility due to uncertainty about inflation, interest rates, and geopolitics

• Market pricing in a soft-landing base case and global recession as downside scenario

• High equity valuation largely based on robust corporate profitability, AI optimism, and Fed easing

• Market concentration, which may persist though duration is uncertain

Investment Themes
• Our long-term investment horizon gives us the ability to withstand short-term market volatility and prudently 

add active risk in pursuit of adding value above the policy benchmark

• Examine regional market efficiency disparities and prioritize active management in less efficient markets
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Cap Weighted Segment

Note: All performance reported net of investment expenses and annualized unless noted otherwise. 

Public Equity benchmarks are net of taxes. 

Risk measures are calculated using monthly returns.
1 The Multi-Factor strategy transitioned from Alternative Beta in 2019.
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Portfolio Performance | Cap Weighted Total Return by Strategy

Note: All performance reported net of investment expenses and annualized.
1 Other includes impact from allocations to defunded strategies.
2 The Multi-Factor strategy transitioned from Alternative Beta in 2019.
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Portfolio Performance | Cap Weighted Excess Return by Strategy 

Note: All performance reported net of investment expenses and annualized. Public Equity benchmarks are net of taxes. 
1 Strategy contribution to excess excludes the impact of income from securities lending, which is reflected in “Other.”
2 Other includes impact from allocations to defunded strategies, income from securities lending, and allocation management. Excess 

returns shown include income from securities lending. 
3 The Multi-Factor strategy transitioned from Alternative Beta in 2019.
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5 Year Cap Weighted Risk-Return

Note: All performance reported net of investment expenses and annualized. Public Equity 

benchmarks are net of taxes. 

Risk measures are calculated using monthly returns.
1 The Multi-Factor strategy transitioned from Alternative Beta in 2019.
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Cap Weighted Risk Summary
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Factor Weighted Segment

Note: All performance reported net of investment expenses and annualized unless noted 

otherwise. Public Equity benchmarks are net of taxes. 

Risk measures are calculated using monthly returns.
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5 Year Factor Weighted Risk-Return

Note: All performance reported net of investment expenses and annualized 

unless noted otherwise. Public Equity benchmarks are net of taxes. 

Risk measures are calculated using monthly returns.
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Factor Weighted Risk Summary
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Business Updates and Key Initiatives | Evaluation

What Worked
• Deployed $14B to active strategies in a risk-aware manner in Q4 of FY 2023-24

• Implemented $32B in Total Fund rebalancing and mid-cycle Strategic Asset Allocation adjustments

• Piloted and formalized the new Manager Universe Continuous Search (MUCS) process

• Delivered strong total and relative returns for the 1-, 3-, 5-, and 10-year periods

• Progressed effective stewardship by taking leadership role in protecting shareowner rights and 

holding corporate board directors accountable

• Collaborated with Sustainable Investments to customize Climate Transition Index to improve portfolio 

resilience and capture potential climate-related alpha opportunities

Areas for Refinement

• Continue to enhance portfolio construction and holistic portfolio management capabilities, including 

the development of new portfolio analytics and market dashboard

• Integrate research function to inform portfolio positioning and decision-making

• Continue to develop and enhance active strategies monitoring process

• Continue to improve alignment of interests

• Improve data and technology capabilities

• Evolve Climate Transition Index implementation and monitoring to improve portfolio resilience and 

capture climate-related alpha potential opportunities
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Key Initiatives | Fiscal Year 2024-25
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Integration of Governance and Sustainability
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Stewardship | 2023-2024 Proxy Voting and Corporate Engagement
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Stewardship | 2023-24 Key Proxy Votes
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Stewardship | Climate Action 100+ Initiative
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Stewardship | Proxy Voting: Climate Risk Oversight 
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Stewardship | Key Issues and Priorities for FY 2024-25
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Stewardship | U.S Shareowner Proposals
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Stewardship | U.S. Executive Compensation Votes

• In addition to voting against 40% of say-on-pay proposals in FY 23-24, CalPERS voted “against” 931 compensation committee members

• Average say-on-pay support level at S&P 500 companies was 90% in 2024 vs. 88% in 2023
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