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Investment Department Meeting
Oct. 19, 2023

• Matters requiring board action:

− None

• Educational or scheduled updates and reviews requiring no action today:

− Summary of Investment Activity Report, September 2023

− Initial review of the Statement of Investment Objectives and Policy and 
Statement of Fund Governance

− Alternative investment review

− Callan comments

− Review of September investment transactions

• Summary of requests
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Summary of Investment Activity Report

• Highlights

• September returns and activity
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September Returns and Activity

• The preliminary total fund net return for September was -2.29%

• The preliminary fiscal year to date net total fund return is -1.72%

− Major asset classes negative returns; liquidity reserves positive

• Investors continue to evaluate monetary policy and economic growth

• Rebalancing activity

− Allocated $550 million to domestic equities

− Reduced fixed income by $500 million

• Total investment assets ended September at $87.5 billion 

− Lower by $2.6 billion during the first quarter
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Initial Review of the Statement of Investment Objectives 
and Policy and Statement of Fund Governance

• Initial review; final adoption at December 2023 meeting

• Board recently approved changes December 2022

• Most changes proposed are updates and fiduciary audit 
recommendations
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Updated Capital Market Assumptions
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Updated Capital Market Assumptions
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Revision / Approval Dates
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Fiduciary Audit Recommendation
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Fiduciary Audit Recommendation

12



13



Investment Department Meeting
Oct. 19, 2023

• Matters requiring board action:

− None

• Educational or scheduled updates and reviews requiring no action today:

− Summary of Investment Activity Report, September 2023

− Initial review of the Statement of Investment Objectives and Policy and 
Statement of Fund Governance

− Alternative investment review

− Callan comments

− Review of September investment transactions

• Summary of requests
14



Oct. 19, 2023

15

Asset Class Presentation — Alternative Investments
Aaron DiCenzo



What is an ‘Alternative’ Asset? 

• 6,000,000+ U.S. private companies 

• <7,000 U.S. public companies listed on NYSE / 
NASDAQ exchanges 

− Down from peak of 8,000+ in 1990s

6,000,000+1

U.S. Private 
Companies

~17,000

<7,000 U.S. NYSE 
& NASDAQ 
Companies2

~10,000 
U.S. OTC & 

Other2 

U.S. Publicly-
Traded

Companies
1 Source: SBA.gov     2 Source: NYSE, Nasdaq, SEC



What is an ‘Alternative’ Investment?

• Stocks • Private company stock

Publicly-Traded 
Financial Assets Alternative Investments

• Bonds • Private lending 



Alternative Investments Market Continues to Expand

• Estimated $10.2 trillion addressable market in 20221

• Broadly diversified by strategy, asset class and investor type

Private Capital Markets Assets Under Management 2000-221 
($ in trillions)

1 As of 6/30/2022; excludes real estate; Source: McKinsey & Company; Prequin



• Growth 

• Income 

• Diversification 

Alternative Investments’ Purpose within Total Fund



• Alternative Investments increases Total Fund returns

Comparative Historical 20-, 10-, 5-, 3- and 1-Year Total Fund Returns, net1 vs Alternative Investments Returns2

(as of June 30, 2023)

1 STRS Ohio Total Fund, net returns are net of all internal and external investment management fees and costs, including carried interest and other fund expenses.
2 STRS Ohio alternative investments returns are net of all external investment management fees and costs, including carried interest and other fund expenses.

Alternative Investments’ Purpose within Total Fund



Alternative Investments’ Purpose within Total Fund

Industries 

Geography

Asset Types Investment 
Strategies

Investment 
Structures

STRS Ohio 
Alternative 
Investments

• Senior Debt
• Junior Debt 
• Equity 

• Direct Investments
• Indirect Investments

Information Technology 

Healthcare
Consumer & 

Retail 

Industrial

Media & Telecom

Business 
Services

Financial Services

Defense & Aerospace

• North America
• Europe

Buyouts

Liquid Alternatives
Distressed

Co-Investments
Asset-backed

Direct 
Lending

Special Situations

Venture Capital

Growth Equity

Secondaries

Highly diversified portfolio of 100+ managers, 400+ investments, 5,000+ companies 



Alternative Investments Business Model

Funds
• Private equity
• Venture capital

Specialty Funds
• Opportunistic
• Thematic
• Sector

Direct Investment Capabilities
• Private equity
• Private credit
• Liquid alternatives

Generalist Teams
• Asset allocation
• Diversification
• Manager selection
• Sourcing by relationships

Generalist Teams
• Asset allocation
• Diversification
• Distinct themes
• Manager selection
• Sourcing by relationships

Generalist-Specialist Teams
• Asset allocation
• Diversification / Distinct themes
• Direct investment discretion 
• Lower-cost
• External sourcing based on 

reputation and relationships

LPs, SWF, InsuranceCo, 
Endowments/Foundations

LPs, SWF, InsuranceCo, 
Endowments/Foundations

LPs, SWF, InsuranceCo,
Money Managers

Experience & intuition: Total cost declines; governance and transparency improves; competition for deals and investment 
talent increases; number of investment staff and compensation increases; dedicated non-investment staff increases

Investors that are active at each level:

The Ohio Model Lead Private Capital Investors
• Majority-owners of private 

companies 
• Lead private lenders
• Active private capital markets 

participation

Specialist Teams
• Asset allocation established
• Diversification established
• Specialist teams aligned with 

distinct themes
• Distinct investments 
• Internal sourcing preferred

Lead Private Capital Investors,
Money Managers

Dedicated Administrative Resources
• Dedicated internal counsel 
• Third party fee validation 
• Third party administration 

Enhanced Administrative Capabilities
• Operations
• Dedicated internal legal staff
• Third party fee validation 
• Externally-facing administrative 

capabilities



Board strategic initiative

• Investment objectives 

− Generate good risk-adjusted 
returns 

− Build a diversified portfolio 

− Lower investment costs by 
paying lower or no fees 

• Operating objectives 

− Build and maintain skilled 
investment staff 

− Expand capabilities 

Direct & Co-Investments Strategic Initiative



• Significant Direct & Co-Investment theme cost savings by investing 
directly in transactions

• 0.02%-0.05% estimated internally-managed Direct & Co-Investment 
cost

• Compared to private capital managers: 

−Typically ~1.00%-2.00% managements fees, plus 

−Additional costs associated with fund investments

−Carried interest typically 10%-20% of excess profits

Investing at a Significantly Lower Cost



Diversified portfolio, demonstrated asset growth & 12%+ inception-to-date returns

Illustrative Direct & Co-Investments 
Net Asset Value 2018-23

Direct & Co-Investments 
by Security Type

1 STRS Ohio Total Fund, net returns are net of all internal and external investment management fees and costs, including carried interest and other fund expenses.
2 STRS Ohio alternative investments returns are net of all external investment management fees and costs, including carried interest and other fund expenses.

• $1.3 billion in current 
net asset value 
− Over $1.4 billion 

invested 

− Over $500 million 
returned

• 12%+ inception-to-
date return 

Direct & Co-Investments Update



Alternative Investments Reporting & Transparency

• STRS Ohio Board receives regular reporting and has access to significant 
information to devise policy and exercise oversight 

Data Available for Investment and Management

• Detailed due diligence / access to market research 

• All governing documentation 

• Portfolio company-level reporting

• Fund financial & investment reporting 

• Direct access to investment managers and company / 
asset owners

• Recently-added resources: 

− Albourne – fee validation services provider 

− Hamilton Lane – third party administrator 

AI-Related Board Resources & Reporting

• Board independent investment consultant 

• Board independent Alternative Investments consultant 

• Third party assurance providers
• Board Reporting & Analysis
− Monthly investment reporting 
− Quarterly performance reporting 
− Quarterly Alternative Investment (“Stoplight”) Report
− Ad hoc board requests 

• Investment Strategy
− Annual Investment Plan 
− Asset class board presentations



SEC Private Fund Adviser Rule Summary Overview

Topic Private Fund Adviser Compliance Date

Quarterly Reporting 18 months

Audited Financial Statements 18 months

Adviser-Led Secondaries
>$1.5b AUM – 12 months
<$1.5b AUM – 18 months

Disclosures and Consents 
>$1.5b AUM – 12 months
<$1.5b AUM – 18 months

Preferential Treatment
>$1.5b AUM – 12 months
<$1.5b AUM – 18 months

New SEC rules increase transparency to and fairness among private fund investors 
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This material is intended for use by the board of the State Teachers Retirement System of Ohio (STRS Ohio) and not by any other party. STRS Ohio 
makes no representations, guarantees, or warranties as to the accuracy, completeness, currency, or suitability of the information provided in this 

material. Nothing included herein is either a legal reference or a complete statement of the laws or administrative rules of STRS Ohio. In any 
conflict between the information provided herein and any applicable laws or administrative rules, the laws and administrative rules shall prevail. 

This material is not intended to provide tax, legal or investment advice. STRS Ohio disclaims any liability for any claims or damages that may result 
from reliance on this material or the information it contains, including any information obtained from third parties.

Questions?
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This material is intended for use by the board of the State Teachers Retirement System of Ohio (STRS Ohio) and not by any other party. STRS Ohio 
makes no representations, guarantees, or warranties as to the accuracy, completeness, currency, or suitability of the information provided in this 
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