
Report From the
Investment Department

Aug. 17, 2023

1



Investment Department Meeting
Aug. 17, 2023

• Matters requiring board action:
− None

• Educational or scheduled updates and reviews requiring no action today:
− Summary of Investment Activity Report, June and July 2023
− Proxy Voting Summary for six months ending June 30, 2023
− Review of Securities Compliance Policies and Procedures

• As required by Section 3307.043 of the Ohio Revised Code

− Semiannual Derivatives Exposure as of June 30, 2023
− Domestic equity asset class update and outlook
− Callan Annual Performance Review
− Review of June and July 2023 investment transactions

• Summary of requests
2



Investment Department Meeting
Aug. 17, 2023

• Matters requiring board action:
− None

• Educational or scheduled updates and reviews requiring no action today:
− Summary of Investment Activity Report, June and July 2023
− Proxy Voting Summary for six months ending June 30, 2023
− Review of Securities Compliance Policies and Procedures

• As required by Section 3307.043 of the Ohio Revised Code

− Semiannual Derivatives Exposure as of June 30, 2023
− Domestic equity asset class update and outlook
− Callan Annual Performance Review
− Review of June and July 2023 investment transactions

• Summary of requests
3



Highlights

• June returns and activity

• Fiscal 2023 final results

• July returns and activity

• Update: General Investment Consultant Search
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June Returns and Activity

• The total fund return for June was 2.79%*

• Strong returns from domestic equities +6.8%, and international equities 4.0%

• Rebalancing activity

− Reduced domestic and international equities by $1.3 billion

− Allocated $1.2 billion to fixed income

• Total investment assets increased by $2.4 billion during fiscal 2023 and 
ended at approximately $90.1 billion

5
* Gross returns, except for alternative investments & real estate where the return is net of all external investment management fees and costs, including carried interest and other fund 
expenses.



Monthly Benchmark Return and Actual Fiscal YTD Returns
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Fiscal 2023 Final Results

• Total fund fiscal 2023 return was 7.68%

• Outperformed total fund benchmark return of 7.62%

− +6 basis points higher than the benchmark

− -7 basis points net of investment fees and expenses

• Outperformed by 67 basis points, annualized for the past five years

− Value-add net of all investment cost equals +54 basis points per year for five 
years

• Long-term returns exceed actuarial rate and benchmark in multiple 
periods

7
* Gross returns, except for alternative investments & real estate where the return is net of all external investment management fees and costs, including carried interest and other fund 
expenses.



July Returns and Activity

• The preliminary total fund return for July was +1.49%*

• Equity markets remained strong

− Domestic equity returns +3.5%, international equity returns +2.9%

• Rebalancing activity driven by markets

− Removed $600 million from equities and allocated to fixed income and 
liquidity reserves

• Total investment assets ended July at $91.1 billion, higher by $1.0 
billion in fiscal 2024

8
* Gross returns, except for alternative investments & real estate where the return is net of all external investment management fees and costs, including carried interest and other fund 
expenses.



Update: General Investment Consultant Search

Contact investment consultants   April 2023

Issuance of RFP      May 2023

RFP response deadline    June 2023

Evaluation of qualifying proposals  August 2023

• Finalist firms present to committee  September 2023

• Finalist firms present to committee  October 2023

• Selection of successful firm(s)   November 2023

• Contract(s) negotiated / executed  December 2023

• Commencement date of contract(s)  Jan. 1, 2024
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Proxy Voting Summary for Six Months Ending June 30, 2023

• Mid-year update for the six-month period ending June 30,2023

• No Proxy Voting Policy recommendations at this time

• Formal annual policy review occurs each February

• Prior board approved policy updates implemented late June 2023
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Proxy Voting Summary for Six Months Ending June 30, 2023

• “Busy season,” during the six-month period:

− 4,629 meetings

− 6,266 ballots

− 51,523 proposals voted

• All proposals were voted in
accordance with STRS Ohio
Proxy Voting Guidelines

• “Phone Book” — providing
detail on all proposals voted
is available
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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?



Investment Department Meeting
Aug. 17, 2023

• Matters requiring board action:
− None

• Educational or scheduled updates and reviews requiring no action today:
− Summary of Investment Activity Report, June and July 2023
− Proxy Voting Summary for six months ending June 30, 2023
− Review of Securities Compliance Policies and Procedures

• As required by Section 3307.043 of the Ohio Revised Code

− Semiannual Derivatives Exposure as of June 30, 2023
− Domestic equity asset class update and outlook
− Callan Annual Performance Review
− Review of June and July 2023 investment transactions

• Summary of requests
14



Review of Securities Compliance Policies and Procedures
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Review of Securities Compliance Policies and Procedures
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Semiannual Derivatives Exposure as of June 30, 2023
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Semiannual Derivatives Exposure as of June 30, 2023
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Domestic Equities Review

Aug. 17, 2023
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Russell 3000 Index (Last Five Fiscal Years)

1000

1200

1400

1600

1800

2000

2200

2400

2600

2800

3000

7/2018 7/2019 7/2020 7/2021 7/2022
Russell 3000



Performance Fiscal 2023

• STRS Ohio 18.94%

• Russell 3000  18.95%

• Relative -.01%



Relative Performance One Year
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Large Cap Growth Outperformed Late in the Year
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Themes in Fiscal 2023

• Growth beat Value

− R1000 Growth 27.1% 

− R1000 Value 11.5%

• Large cap beat small cap

− R1000 19.4%

− R2000 12.3%

• Mega Caps finished the year strongly

• Inflation/recession fears waned later in the fiscal year



Trailing Period Performance (Annualized)

STRS Ohio R3000 Relative

Callan Peer 
Percentile 

Ranking  

1-year 18.94% 18.95% -0.01% 27

3-years 13.98% 13.89% +0.09% 54

5-years 11.67% 11.39% +0.28% 8

10-years 12.46% 12.34% +0.12% 16



Relative Performance (Five Years)
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Performance in Growth and Value Regimes
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Relative Performance vs. Cyclicals/Defensives
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Relative Performance vs. Small Cap/Large Cap
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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.
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STRS Ohio Board Meeting

Callan LLC

Performance Review

Brady O’Connell, CFA, CAIA
Senior Vice President

August 2023

Senior Vice President
Michael Joecken
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Trustee Summary Report Period Ending June 30, 2023



STRS Ohio Investment  Performance
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STRS Asset Allocation v. Policy Target
As of June 30, 2023 

Actual Asset Allocation

Domestic Equity
26%

International Equity
22%

Fixed Income
20%Liquidity Reserve

1%

Real Estate
10%

Alternative Investments
21%

Target Asset Allocation

Domestic Equity
26%

International Equity
22%

Fixed Income
22%

Liquidity Reserve
1%

Real Estate
10%

Alternative Investments
19%

$Millions Weight Percent $Millions
Asset Class Actual Actual Target Difference Difference
Domestic Equity          23,401   26.0%   26.0% (0.0%) (16)
International Equity          19,766   21.9%   22.0% (0.1%) (48)
Fixed Income          18,031   20.0%   22.0% (2.0%) (1,782)
Liquidity Reserve           1,331    1.5%    1.0%    0.5%             431
Real Estate           8,842    9.8%   10.0% (0.2%) (164)
Alternative Investments          18,691   20.8%   19.0%    1.8%           1,579
Total          90,063  100.0%  100.0%
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STRS Ohio v. Callan Public Fund Sponsor Database

 For one-year ended 6/30/2023, STRS Ohio outperformed the benchmark by 6 basis points and ranked at the 76th percentile of the Callan Public Fund Sponsor 
Database.

 For the past five-years ended 6/30/2023, STRS Ohio had a 67 basis point advantage over the benchmark and ranked at the 8th percentile of the Callan Public Fund 
Sponsor Database. 

 For 10-years ended 6/30/2023, STRS Ohio bested the benchmark by 48 basis points and ranked at the 5th percentile of the Callan Public Fund Sponsor Database.
Gross returns are illustrated, except for alternative investments & real estate where the return is net of all external investment management fees and costs, including carried interest and other fund expenses. Certain Callan returns may differ from STRS Ohio due to rounding.

Callan Public Fund Sponsor Database
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Last Last Last Last Last Last
Quarter Year 3 Years 5 Years 7 Years 10 Years

(61)(64)

(76)(76)

(10)

(28)
(8)

(21)

(4)
(22) (5)

(16)

10th Percentile 5.62 11.98 10.35 8.04 8.93 8.47
25th Percentile 4.16 10.71 9.31 7.35 8.49 8.05

Median 3.46 9.27 7.96 6.71 7.87 7.54
75th Percentile 2.73 7.76 6.85 5.88 7.20 6.93
90th Percentile 2.28 5.70 5.84 5.35 6.57 6.34

Total Fund 3.15 7.68 10.30 8.20 9.24 8.73

Policy Target 3.05 7.62 9.14 7.53 8.57 8.25
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STRS Ohio v. Callan Public Fund Sponsor Database

 For the five-years ending June 30, 2023, 
STRS Ohio posted an annualized return of 
8.20% relative to the 7.53% return of the 
total fund target. 

 STRS Ohio achieved a return that ranked 
at the 8th percentile during the last five 
years, while exhibiting less risk than the 
median of the Callan Public Fund Sponsor 
Database, (“risk” as measured by Standard 
Deviation and Median represented by the 
vertical crosshair).

 The ellipse represents the 10th to the 90th 
percentile of Callan’s Public Fund Sponsor 
Database.

Callan Public Fund Sponsor Database (Gross)
Annualized Five Year Risk vs Return
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STRS Ohio Attribution – 1 Year
 The Total Fund one-year return beat its benchmark 

by 6 basis points.
 Relative outperformance from International Equity, 

Fixed Income, and Real Estate drove above-
benchmark performance during the past year. 
Domestic Equity and Alternative Investments 
underperformed. 

 Asset allocation differences from target had a small 
net negative impact on performance.

*Total Fund Allocation portfolio inception: January 2014.

 Domestic Equity was in line with its composite 
benchmark and ranked at the 27th percentile of the 
peer group. 

 International Equity led its benchmark and ranked 
at the 21st percentile of peers. 

 Fixed Income led its composite benchmark and 
ranked at the 11th percentile of its peers. 

 Real Estate beat its performance benchmark and 
ranked at the 44th percentile of the peer group. 

One Year Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Domestic Equity 26% 26% 18.94% 18.95% (0.00%) (0.12%) (0.12%)
International Equity 22% 22% 16.60% 15.43% 0.23% (0.03%) 0.20%
Fixed Income 18% 22% 0.09% (0.35%) 0.08% 0.34% 0.42%
Real Estate 11% 10% (4.99%) (5.51%) 0.06% (0.08%) (0.02%)
Alternative Investments 21% 19% (1.41%) (0.49%) (0.20%) (0.25%) (0.45%)
Global Equities 0% 0% - - 0.00% (0.00%) (0.00%)
Liquidity Reserve 1% 1% 3.88% 3.59% 0.00% (0.02%) (0.01%)
Total Fund Allocation 0% 0% 10.32% 10.32% 0.00% 0.04% 0.04%

Total = + +7.68% 7.62% 0.17% (0.11%) 0.06%

Total Asset Class Performance
One Year Ended June 30, 2023
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Lg Public Lg Public Fd - Callan Core Callan Tot Real
Funds DE Int Equity Bond FI Est DB

(27)(26)
(21)(31)

(11)(51)

(44)(47)

10th Percentile 19.62 17.70 0.13 3.38
25th Percentile 19.09 15.94 (0.13) 0.17

Median 18.43 13.96 (0.34) (6.00)
75th Percentile 15.90 12.75 (0.74) (10.46)
90th Percentile 14.24 10.72 (1.11) (15.30)

Asset Class Composite 18.94 16.60 0.09 (4.99)

Composite Benchmark 18.95 15.43 (0.35) (5.51)

Weighted
Ranking

24
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STRS Ohio Attribution – 5 Years
 The Total Fund five-year return had a 67 basis points 

advantage over the benchmark.
 Positive relative performance was driven by active 

management across all asset classes. An underweight 
to Fixed Income and overweight to Alternative 
Investments contributed positively. 

 At the Total Fund level, both active management and 
asset allocation decisions added value. 

*Total Fund Allocation portfolio inception: January 2014.

 Domestic Equity outperformed its benchmark and 
finished at the 8th percentile of peers. 

 International Equity exceeded its benchmark and 
finished at the 6th percentile of peers. 

 Fixed Income outperformed its benchmark and finished 
at the 60th percentile of peers.

 Real Estate beat its benchmark and finished at the 42nd 
percentile of peers. 

Five Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Domestic Equity 27% 28% 11.67% 11.39% 0.08% (0.06%) 0.02%
International Equity 22% 23% 6.15% 5.51% 0.14% 0.02% 0.16%
Fixed Income 19% 21% 1.23% 0.99% 0.04% 0.12% 0.16%
Real Estate 10% 10% 6.61% 6.04% 0.07% (0.03%) 0.04%
Alternative Investments 19% 17% 12.64% 11.93% 0.14% 0.08% 0.22%
Global Equities 1% 0% - - 0.00% 0.01% 0.01%
Liquidity Reserve 2% 1% 1.58% 1.55% 0.00% (0.00%) (0.00%)
Total Fund Allocation 1% 0% 7.33% 7.33% 0.00% 0.06% 0.06%

Total = + +8.20% 7.53% 0.47% 0.19% 0.67%

Total Asset Class Performance
Five Years Ended June 30, 2023

R
et

ur
ns

0%

2%

4%

6%

8%

10%

12%

14%

Lg Public Lg Public Fd - Callan Core Callan Tot Real
Funds DE Int Equity Bond FI Est DB

(8)(12)

(6)
(11)

(60)(87)

(42)
(56)

10th Percentile 11.56 5.73 1.69 10.47
25th Percentile 11.00 5.08 1.42 7.48

Median 10.56 4.44 1.28 6.14
75th Percentile 9.24 3.88 1.11 4.63
90th Percentile 8.91 2.84 0.93 3.06

Asset Class Composite 11.67 6.15 1.23 6.61

Composite Benchmark 11.39 5.51 0.99 6.04

Weighted
Ranking

24
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STRS Ohio Attribution – 10 Years
 The Total Fund 10-year return led the benchmark by 

47 basis points with outperformance from favorable 
manager and security selection decisions. 

 International Equity, Fixed Income, Real Estate, and 
Alternative Investments outperformed their respective 
benchmarks. 

 Asset allocation decisions combined for a marginal 
positive impact during the period. 

*Total Fund Allocation portfolio inception: January 2014.

 Domestic Equity outperformed its benchmark and 
ranked at the 16th percentile of peers. 

 International Equity outperformed its benchmark and 
ranked in at the 4th percentile of peers. 

 Fixed Income outperformed its benchmark and ranked 
at the 53rd percentile of peers.

 Real Estate led its benchmark and ranked at the 31st 
percentile of peers. 

Ten Year Annualized Relative Attribution Effects

Effective Effective Total
Actual Target Actual Target Manager Asset Relative

Asset Class Weight Weight Return Return Effect Allocation Return
Domestic Equity 29% 29% 12.46% 12.34% 0.03% (0.05%) (0.02%)
International Equity 23% 24% 7.28% 6.44% 0.20% 0.02% 0.22%
Fixed Income 18% 20% 2.00% 1.80% 0.03% 0.09% 0.12%
Real Estate 10% 10% 8.76% 7.83% 0.10% (0.02%) 0.08%
Alternative Investments 16% 16% 11.39% 11.04% 0.07% 0.03% 0.09%
Global Equities 1% 0% - - 0.00% 0.01% 0.01%
Liquidity Reserve 2% 1% 1.03% 0.98% 0.00% (0.08%) (0.08%)
Total Fund Allocation 0% 0% - - 0.00% 0.04% 0.04%

Total = + +8.73% 8.25% 0.43% 0.04% 0.47%

Total Asset Class Performance
Ten Years Ended June 30, 2023
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(16)(17)

(4)
(18)

(53)(83)

(31)
(58)

10th Percentile 12.63 6.91 2.40 10.76
25th Percentile 12.10 6.36 2.21 9.22

Median 11.63 5.81 2.01 8.05
75th Percentile 10.87 5.41 1.85 6.82
90th Percentile 10.42 5.12 1.77 4.93

Asset Class Composite 12.46 7.28 2.00 8.76

Composite Benchmark 12.34 6.44 1.80 7.83

Weighted
Ranking

23
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STRS Ohio Asset Class Returns 

 Total Fund 20-year gross return: 8.41%
Gross returns are illustrated, except for alternative investments & real estate where the return is net of all external investment management fees and costs, including carried interest and other fund expenses. Certain Callan returns may differ from STRS Ohio due to rounding.

Total Asset Class Performance
Twenty Years Ended June 30, 2023
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(39)(38)
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10th Percentile 10.54 8.48 4.01 9.37
25th Percentile 10.26 7.64 3.75 7.98

Median 9.85 7.30 3.58 7.06
75th Percentile 9.49 7.04 3.39 6.36
90th Percentile 9.43 6.79 3.26 5.50

Asset Class Composite 9.99 8.57 3.70 10.36

Composite Benchmark 10.05 7.71 3.31 8.52



Additional Trustee Summary Reports
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Gross and Net Total Fund Returns Period Ending June 30, 2023
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Total Investment Management Costs



Investment Manager Performance
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Asset Class Performance vs. Benchmarks  

Last Last
Last Last 3 5

Quarter Year Years Years
Total Domestic Equity 8.30% 18.94% 13.98% 11.67%

Domestic Equity Benchmark 8.39% 18.95% 13.89% 11.39%

Total International Equity 3.54% 16.60% 11.39% 6.15%
Int'l Blended Benchmark 3.28% 15.43% 9.73% 5.51%

Total Fixed Income (0.69%) 0.09% (2.97%) 1.23%
Fixed Income Blended Benchmark (0.73%) (0.35%) (3.35%) 0.99%

Total Real Estate (0.97%) (4.99%) 7.76% 6.61%
Real Estate Blended Benchmark (1.29%) (5.51%) 7.36% 6.04%

Total Alternative Investments^ 2.12% (1.41%) 19.16% 12.64%
Alternative Investment Blended Bmk 2.29% (0.49%) - -

Liquidity Reserve 1.24% 3.88% 1.37% 1.58%
Liquid Reserve Index 1.17% 3.59% 1.27% 1.55%

Total Fund 3.15% 7.68% 10.30% 8.20%
Total Fund Benchmark 3.05% 7.62% 9.14% 7.53%
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Asset Class Performance vs. Benchmarks 
Last Last Last Last Last

10 15 20 25 30
Years Years Years Years Years

Total Domestic Equity 12.46% 10.70% 9.99% 7.52% 9.43%
Domestic Equity Benchmark 12.34% 10.61% 10.05% 7.77% 10.14%

Total International Equity 7.28% 5.19% 8.57% 6.67% -
Int'l Blended Benchmark 6.44% 4.41% 7.71% 5.61% -

Total Fixed Income 2.00% 3.42% 3.70% 4.56% 5.19%
Fixed Income Blended Benchmark 1.80% 3.03% 3.31% 4.13% 4.59%

Total Real Estate 8.76% 6.61% 10.36% 10.14% 10.14%
Real Estate Blended Benchmark 7.83% 6.63% 8.52% 8.57% 8.70%

Total Alternative Investments 11.39% 9.49% 11.75% 8.80% 9.37%

Liquidity Reserve 1.03% 0.85% 1.47% 2.01% 2.49%
Liquid Reserve Index 0.98% 0.72% 1.30% 1.78% 2.30%

Total Fund 8.73% 7.43% 8.41% 7.06% 7.96%
Total Fund Benchmark 8.25% 7.21% 7.99% 6.80% 7.82%
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Investment Manager Returns and Peer Group Rankings
Last Last Last

Last Last 3 5 10
Quarter Year Years Years Years

Total Domestic Equity 22 27 54 8 168.30% 18.94% 13.98% 11.67% 12.46%
Domestic Equity Benchmark 15 26 57 12 178.39% 18.95% 13.89% 11.39% 12.34%
Lg Public Funds DE 7.84% 18.43% 14.07% 10.56% 11.63%

Total 1000 Equity 48 45 47 37 518.66% 19.62% 14.11% 12.25% 12.72%
Russell 1000 Index 48 46 47 42 528.58% 19.36% 14.09% 11.92% 12.64%

Callan Large Cap 8.51% 18.61% 13.81% 11.40% 12.78%

Total Internal 1000 Equity 48 45 47 37 518.66% 19.59% 14.14% 12.32% 12.75%
Callan Large Cap 8.51% 18.61% 13.81% 11.40% 12.78%

STRS Analyst Select Fund 54 43 39 46 758.10% 18.54% 15.09% 11.99% 11.71%
Russell 1000 Index 41 31 60 48 508.58% 19.36% 14.09% 11.92% 12.64%

Callan Large Cap Core 8.44% 18.14% 14.38% 11.72% 12.63%

Concentrated Select Fund 71 86 21 745.04% 11.39% 16.35% 9.01% -
Russell 1000 Index 48 46 47 42 528.58% 19.36% 14.09% 11.92% 12.64%

Callan Large Cap 8.51% 18.61% 13.81% 11.40% 12.78%

STRS Large Cap Passive Quantitative 40 39 41 25 419.89% 20.87% 14.65% 13.20% 13.52%
Russell Top 200 40 39 41 25 419.89% 20.88% 14.65% 13.19% 13.52%

Callan Large Cap 8.51% 18.61% 13.81% 11.40% 12.78%

Integrated Factor Index 86 86 61 753.61% 11.38% 13.02% 8.94% -
Russell 1000 Index 48 46 47 42 528.58% 19.36% 14.09% 11.92% 12.64%

Callan Large Cap 8.51% 18.61% 13.81% 11.40% 12.78%

STRS Large Cap Value 52 22 76 36 314.07% 14.44% 15.26% 9.27% 10.25%
Large Cap Value Custom Index 52 62 82 71 814.07% 11.54% 14.30% 8.11% 9.35%

Callan Large Cap Value 4.22% 12.34% 16.40% 8.77% 9.87%

STRS Large Cap Growth 8 13 50 14 2515.02% 30.58% 11.28% 14.97% 15.46%
Russell 1000 Growth Index 40 32 15 13 1912.81% 27.11% 13.73% 15.14% 15.74%

Callan Large Cap Growth 12.29% 25.13% 11.31% 12.98% 14.72%

STRS Mid Cap Value 54 57 63 69 774.45% 13.36% 17.02% 7.43% 8.85%
Russell Mid Cap Value Idx 76 78 92 82 763.86% 10.50% 15.04% 6.84% 9.03%

Callan Mid Cap Value 4.48% 14.28% 18.09% 8.16% 9.72%

STRS Mid Cap Growth 24 21 69 53 586.78% 22.66% 5.43% 9.52% 11.34%
Russell Mid Cap Growth Idx 33 15 48 48 486.23% 23.13% 7.63% 9.71% 11.53%

Callan Mid Cap Growth 5.70% 18.91% 7.59% 9.63% 11.50%

Total 2000 Equity 39 60 76 54 474.89% 13.20% 13.13% 6.36% 10.11%
Russell 2000 Index 32 68 94 94 915.21% 12.31% 10.82% 4.21% 8.26%

Callan Small Cap Core 4.62% 14.11% 14.48% 6.58% 10.00%

Total Internal 2000 Equity 29 68 79 95 865.28% 12.32% 12.89% 4.09% 8.64%
Small Cap Select 12 20 61 956.13% 16.54% 14.05% 4.08% -
STRS Quantitative 2000 47 87 86 96 834.68% 9.72% 12.12% 3.90% 8.89%
Russell 2000 Index 32 68 94 94 915.21% 12.31% 10.82% 4.21% 8.26%

Callan Small Cap Core 4.62% 14.11% 14.48% 6.58% 10.00%
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Investment Manager Returns and Peer Group Rankings
Last Last Last

Last Last 3 5 10
Quarter Year Years Years Years

Total External 2000 Equity 51 54 60 35 294.68% 13.71% 13.23% 7.66% 10.95%
Callan Small Cap 4.73% 14.23% 14.24% 6.65% 10.17%

Small Cap Core 38 32 5 31 124.97% 15.53% 21.42% 7.80% 11.42%
Fuller & Thaler Core 61 9 5 3 33.92% 18.63% 21.46% 10.23% 13.38%
Fuller & Thaler Micro-Cap 5 97 3 99 978.05% 7.56% 21.80% 2.15% 7.19%

Russell 2000 Index 32 68 94 94 915.21% 12.31% 10.82% 4.21% 8.26%
Callan Small Cap Core 4.62% 14.11% 14.48% 6.58% 10.00%

Small Cap Value 49 37 80 39 333.65% 13.33% 16.11% 6.48% 9.61%
Chartwell 48 42 86 88 823.66% 12.02% 14.86% 3.94% 8.14%
Neuberger Berman 51 25 69 11 83.63% 14.54% 17.13% 8.83% 10.95%

Russell 2000 Value Index 62 85 82 91 963.18% 6.01% 15.43% 3.54% 7.29%
Callan Small Cap Value 3.63% 11.39% 18.35% 5.89% 9.13%

Small Cap Growth 35 88 94 60 396.38% 12.05% 0.93% 7.42% 11.66%
Weatherbie Capital  2000 Growth 35 88 94 60 206.38% 12.05% 0.93% 7.42% 12.86%
Russell 2000 Growth Index 27 36 71 95 987.05% 18.53% 6.10% 4.22% 8.83%

Callan Small Cap Growth 5.46% 16.97% 8.52% 7.92% 11.28%

Total International Equity 7 21 1 6 43.54% 16.60% 11.39% 6.15% 7.28%
Int'l Blended Benchmark 9 31 20 11 183.28% 15.43% 9.73% 5.51% 6.44%

Lg Public Fd - Int Equity 2.57% 13.96% 8.08% 4.44% 5.81%

Total EAFE 8 34 10 10 104.52% 19.50% 12.95% 7.00% 8.11%
MSCI World ex US 50% Hedged 30 43 18 14 203.87% 18.86% 11.48% 6.55% 7.20%

Callan NonUS Eq 3.21% 18.10% 9.01% 4.90% 6.35%

Total Internal EAFE 7 46 13 27 254.65% 18.41% 12.26% 5.81% 6.94%
STRS Structured EAFE 27 41 16 11 153.97% 18.95% 11.77% 6.88% 7.50%
STRS EAFE Quantitative 2 65 11 53 495.30% 17.29% 12.65% 4.76% 6.35%

MSCI World ex US 50% Hedged 30 43 18 14 203.87% 18.86% 11.48% 6.55% 7.20%
Callan NonUS Eq 3.21% 18.10% 9.01% 4.90% 6.35%

Total External EAFE 11 26 9 4 24.43% 20.31% 13.48% 8.03% 9.21%
Arrowstreet Capital 1 29 3 1 15.78% 19.92% 16.09% 9.50% 10.69%
AllianceBernstein EAFE Value 41 26 7 47 203.45% 20.26% 14.53% 5.06% 7.19%
MFS 25 20 32 34.02% 20.98% 10.15% 8.72% -

MSCI World ex US 50% Hedged 30 43 18 14 203.87% 18.86% 11.48% 6.55% 7.20%
Callan NonUS Eq 3.21% 18.10% 9.01% 4.90% 6.35%



52Knowledge. Experience. Integrity.

Investment Manager Returns and Peer Group Rankings
Last Last Last

Last Last 3 5 10
Quarter Year Years Years Years

Total Emerging 51 42 41 55 731.69% 7.25% 5.30% 2.14% 3.67%
MSCI Emerging Mkts Idx 62 69 60 74 850.90% 1.75% 2.32% 0.93% 2.97%

Emerging Mkts Equity DB 1.73% 5.26% 3.47% 2.65% 4.68%
Total Internal Emerging 47 39 34 42 601.97% 7.81% 6.71% 3.14% 4.20%

STRS Active Emerging Combined 50 37 30 31 521.78% 8.59% 7.72% 4.03% 4.53%
STRS Emerging Market Quantitative 43 48 45 702.31% 5.89% 4.37% 1.14% -
MSCI Emerging Mkts Idx 62 69 60 74 850.90% 1.75% 2.32% 0.93% 2.97%

Emerging Mkts Equity DB 1.73% 5.26% 3.47% 2.65% 4.68%
Total External Emerging 63 49 71 91 970.81% 5.48% 0.66% (0.93%) 2.07%

Genesis 66 50 72 69 790.68% 5.34% 0.63% 1.16% 3.25%
MSCI Emerging Mkts Idx 62 69 60 74 850.90% 1.75% 2.32% 0.93% 2.97%

Emerging Mkts Equity DB 1.73% 5.26% 3.47% 2.65% 4.68%
Total Global Ex-US 65 76 21 162.89% 16.05% 11.32% 6.45% -

Int'l Blended Benchmark 48 81 39 32 453.28% 15.43% 9.73% 5.51% 6.44%
MSCI ACWI ex US 79 94 77 84 922.44% 12.72% 7.22% 3.52% 4.75%

Callan NonUS Eq 3.21% 18.10% 9.01% 4.90% 6.35%
Total Internal Global Ex-US 65 67 9 82.87% 17.03% 13.16% 7.29% -

International Value 65 66 9 82.87% 17.09% 13.19% 7.31% -
International Analyst 65 812.86% 15.22% - - -
Int'l Blended Benchmark 48 81 39 32 453.28% 15.43% 9.73% 5.51% 6.44%
MSCI ACWI ex US 79 94 77 84 922.44% 12.72% 7.22% 3.52% 4.75%

Callan NonUS Eq 3.21% 18.10% 9.01% 4.90% 6.35%
Total External Global Ex-US 64 82 51 322.92% 15.02% 8.98% 5.54% -

Int'l Blended Benchmark 48 81 39 32 453.28% 15.43% 9.73% 5.51% 6.44%
Callan NonUS Eq 3.21% 18.10% 9.01% 4.90% 6.35%

Global ex-U.S. Standard 2.94% 15.04% 9.44% 5.80% -
Lazard 3.62% 17.14% 10.23% 5.78% -
Wellington International Opportunities 2.66% 13.50% 9.06% 6.01% -
William Blair 2.71% - - - -
Int'l Blended Benchmark 3.28% 15.43% 9.73% 5.51% 6.44%
MSCI ACWI ex US 2.44% 12.72% 7.22% 3.52% 4.75%

Global ex-U.S. Small Cap 2.81% 15.31% - - -
Acadian 2.84% 14.85% - - -
American Century 2.69% 15.13% - - -
Wellington Small Cap 3.08% 18.06% - - -
MSCI ACWI exUS SmCap (Dev.Mkts50%Hedg) 3.06% 12.68% - - -

Total Fixed Income (0.69%) 0.09% (2.97%) 1.23% 2.00%
Fixed Income Blended Benchmark (0.73%) (0.35%) (3.35%) 0.99% 1.80%

Core Fixed Income 20 4 17 58 48(0.53%) 0.50% (2.96%) 1.25% 2.02%
Blmbg US Universal 34 19 60 88 84(0.59%) (0.04%) (3.43%) 0.98% 1.80%

Callan Core Bond FI (0.64%) (0.34%) (3.39%) 1.28% 2.01%
Liquid Treasury Portfolio (1.13%) (0.94%) (2.83%) 0.88% -

Blmbg US Intmdt Treasury Idx (1.15%) (1.02%) (2.88%) 0.82% 0.93%
High-Yield 44 24 35 46 391.61% 9.78% 3.81% 3.78% 4.79%

BNY Mellon 46 42 631.59% 9.24% 3.20% - -
JP Morgan 66 3 191.38% 10.74% 4.55% - -
PGIM 30 68 231.76% 8.39% 4.26% - -
PIMCO 39 17 56 50 301.67% 10.06% 3.42% 3.74% 4.98%
Blmbg High Yield Idx 31 51 66 68 611.75% 9.06% 3.13% 3.36% 4.43%

Callan High Yield Fix Inc 1.53% 9.09% 3.56% 3.72% 4.67%
Emerging Debt 95 80 17 38 371.31% 7.51% (1.13%) 1.27% 3.21%

Fidelity Instl. Asset Management 95 84 9 42 181.29% 6.78% (0.76%) 1.15% 3.51%
MFS 96 71 191.18% 7.89% (1.25%) - -
Payden & Rygel 85 70 361.70% 8.02% (1.65%) - -

Emerging Debt Index 96 92 77 46 591.12% 5.64% (2.71%) 1.02% 2.73%
Callan Emerging Debt USD 2.34% 8.55% (2.17%) 0.98% 2.86%

Liquidity Reserve 59 49 58 87 951.24% 3.88% 1.37% 1.58% 1.03%
Liquid Reserve Index 66 64 64 90 961.17% 3.59% 1.27% 1.55% 0.98%

Callan Cash Database 1.26% 3.88% 1.41% 1.73% 1.27%
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Investment Manager Returns and Peer Group Rankings
Last Last Last

Last Last 3 5 10
Quarter Year Years Years Years

Total Real Estate (0.97%) (4.99%) 7.76% 6.61% 8.76%
Real Estate Blended Benchmark (1.29%) (5.51%) 7.36% 6.04% 7.83%

Private Real Estate (1.64%) (6.27%) 7.14% 6.49% 8.88%

Direct Real Estate (2.23%) (8.12%) 6.61% 6.18% 8.51%
East Region (0.92%) (6.41%) 3.79% 2.39% 3.96%
Midwest Region (2.36%) (11.43%) 2.19% 2.14% 6.19%
South Region 0.30% (1.49%) 13.38% 11.86% 12.93%
West Region (4.51%) (11.15%) 8.63% 9.67% 12.64%
NCREIF Total Index (1.81%) (6.44%) 6.85% 5.94% 7.84%

Commingled Funds Real Estate 1.03% 3.31% 9.67% 8.03% 10.74%
Opportunity Fund (1.64%) (3.58%) 13.96% 9.63% 12.53%
International 2.48% 5.46% 7.52% 7.17% 10.41%
Specialty Real Estate Funds (0.16%) 8.65% 10.97% - -
NCREIF Total Index (1.81%) (6.44%) 6.85% 5.94% 7.84%

Public Real Estate 2.98% 0.84% 9.30% 4.76% 6.56%
REITs - Active 3.08% 1.84% - - -
External REIT 3.01% - - - -
CenterSquare Investment Management 3.25% - - - -
Heitman 3.59% - - - -
Principal Asset Management 2.06% - - - -
FTSE NAREIT Equity REITs 2.62% (0.13%) 8.91% 4.55% 6.42%
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Investment Manager Returns and Peer Group Rankings

Last Last Last
Last Last 3 5 10

Quarter Year Years Years Years
Total Alternative Investments 2.12% (1.41%) 19.16% 12.64% 11.39%

Alt. Investment Blended Bmk 2.29% (0.49%) - - -

Private Equity 1.18% (8.55%) 22.83% 17.63% 16.25%
Domestic Private Equity 3.36% (3.82%) 25.17% 18.92% 17.34%
Domestic Venture Capital (3.71%) (18.05%) 21.77% 17.58% 14.92%
Global Private Equity 3.49% (3.75%) 19.27% 15.30% 15.12%
Private Equity Benchmark 2.13% (5.69%) - - -

Opportunistic/Diversified 3.19% 8.11% 14.46% 7.34% 6.34%
Opportunistic 3.17% 8.16% 16.32% 8.47% 8.19%
Diversified 3.43% 7.62% 7.42% 3.57% 3.14%
Opportunistic/Div. Blended Bmk 2.42% 4.34% - - -

Total Fund 3.15% 7.68% 10.30% 8.20% 8.73%
Total Fund Target 3.05% 7.62% 9.14% 7.53% 8.25%



Market Summary
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Quarterly Market Performance Ending June 30, 2023

*Sources: Barclays, Citigroup, Credit Suisse Hedge Index, Merrill Lynch, MSCI, NCREIF,
Russell Investment Group, Standard & Poor’s

U.S. Equity (Russell 3000)

Non-U.S. Equity (MSCI ACW ex USA)

Emerging Equity (MSCI Emerging Markets)

Blmbg:Universal

Real Estate (NCREIF Property)

Hedge Funds (CS HFI)

Blmbg:Commodity TR Idx

Cash (90-Day T-Bills)

Broad Market Quarterly Returns

8.4%

2.7%

1.0%

-0.6%

-1.8%

1.7%

-2.6%

1.2%
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Performance Across Asset Classes
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STRS Ohio Alternatives Overview
As of June 30, 2023 

Private Equity 
11%

Opportunistic/Divers
ified
10%

Traditional 
(Stocks, Bonds, 

Real Estate)
79%

STRS Ohio Alternatives Allocations
Alternative Investments (or “Alternatives”) Descriptions:
1. Private Equity: Achieve higher return by investing in private, 

non-liquid companies
2. Opportunistic: credit-related strategies that diversify asset 

class risk by investing across different types of opportunistic 
assets

3. Diversified: uncorrelated, liquid strategies

STRS Ohio component Alternative Investments
Benchmarks (as of 7/1/2021):
1. Private Equity Benchmark: 

Cambridge Associates Private Equity and Venture Capital 
Index

2. Opportunistic/Diversified Blended Benchmark: 
Cambridge Associates Private Credit Index and 
HFRI Fund of Funds Composite Index at actual weights

Beginning July 1, 2021, STRS Ohio Alternative
Investment Blended Benchmark consists of the Private
Equity Benchmark and the Opportunistic/Diversified
Blended Benchmark at current policy weights
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STRS Ohio 20-Year Performance: Alternatives and STRS Total Fund

 STRS Alternatives have enhanced Total Fund return and reduced Total Fund risk over the last 20 years.
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Contribution of Alternative Investments to STRS
20-Year Total Fund Performance
(June 30, 2003 to June 30, 2023)

STRS Alternatives Return

STRS Total Fund Return

1 The Total Fund return shown includes Alternative Investments & Real Estate where the return is also net of all external investment management fees and costs, including carried interest and other fund expenses
2 STRS Ohio Alternative Investments returns are presented net of all external investment management fees and costs, including carried interest and other fund expenses

STRS Total Fund 
Return 1 

STRS Alternatives 
Return 2

Annualized Return 8.41% 11.75%

Annualized Risk 10.30% 8.20%

Sharpe Ratio 0.68 1.27

As of June 30, 2023 
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STRS Ohio 10-Year Performance: Alternatives and STRS Total Fund

 STRS Ohio Alternatives return exceeds STRS Ohio Total Fund return in all time periods except the last one year and last quarter.
 STRS Ohio Alternatives return trails the STRS Ohio Alternative Investment Blended Benchmark over the last quarter and last year; however, exceeds the benchmark 

over the two-year time period since it has been adopted.

As of June 30, 2023 
STRS Ohio Private Equity Performance

Annualized Returns ending June 30, 20231

STRS Ohio 
Alternatives

STRS Ohio 
Total Fund

Alternatives 
Blended 

Benchmark

Last 10 years 11.39% 8.73%

Last 5 years 12.64% 8.20%

Last 3 years 19.16% 10.30%

Last 2 years2 8.02% 1.88% 6.31%

Last 1 year (1.41%) 7.68% (0.49%)

Last Quarter 2.12% 3.15% 2.29%

Risk (10-Yr) 7.08% 8.65%

Sharpe Ratio (10-
Yr) 1.47 0.89
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Contribution of Alternative Investments to STRS
20-Year Total Fund Performance

(June 30, 2003 to June 30, 2023) 1

STRS Alternatives Return

STRS Total Fund Return

1 STRS Ohio Alternative Investments returns are presented net of all external investment management fees and costs, including carried interest and other fund expenses.
2 Reflects time period the new Alternative Investments Blended Benchmark has been in place.
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STRS Ohio Private Equity Portfolio
As of June 30, 2023 

Market Value: $9.9 billion

Uncalled Capital: $2.8 billion

Diversification

• Sector (buyout, venture)

• Geography (US, non-US)

• Time (vintage year)

• Industry

Implementation

• 215 partnerships

• 66 general partners

US Buyouts 
53%

US Venture 
Capital…

Global Private 
Equity
17%

Liquid Private Equity…

STRS Ohio Private Equity Allocations
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STRS Ohio Private Equity Performance

 STRS Ohio Private Equity returns trail the Private Equity Benchmark for the last two years 2, last one year, and last quarter.

1 STRS Ohio Private Equity returns are presented net of all external investment management fees and costs, including carried interest and other fund expenses.
2 Reflects time period the new Private Equity Benchmark has been in place.

STRS Ohio Private Equity Performance
Annualized Returns ending June 30, 20231

STRS Ohio Private 
Equity 

STRS Ohio Private 
Equity Benchmark 

Last 10 years 16.25%

Last 5 years 17.63%

Last 3 years 22.83%

Last 2 years2 6.15% 6.96%

Last 1 year (8.55%) (5.69%)

Last Quarter 1.18% 2.13%

Risk (10-Yr) 9.52%

Sharpe Ratio (10-Yr) 1.60
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STRS Ohio Private Equity Performance
10 Years: June 30, 2013 to June 30, 20231

STRS Ohio Private
Equity

As of June 30, 2023 
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STRS Ohio Opportunistic/Diversified (O/D) Portfolio
As of June 30, 2023 

Market Value: $8.8 billion

Uncalled Capital: $3.9 billion

Diversification

• Strategy (Theme)

• Time (vintage year)

• Industry

Implementation

• External

• 154 partnerships

• 65 general partners

• Internal

• 54 co-investments, $1.2 billion

• $0.4 billion liquid alternatives

Banking, 
Insurance & 
Asset Mgmt 

16%

Energy & Natural 
Resources…
Infrastructure

1%

Direct Lending
20%

Specialty 
Finance

39%

Co-
Investments

14%

Hedge Funds
1%

Liquid …

STRS Ohio Opportunistic/Diversified 
Allocations
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STRS Ohio Opportunistic/Diversified (O/D) Performance

 STRS Ohio Opportunistic/Diversified returns exceed the Opportunistic/Diversified Benchmark over the last two years2, the last one year, and the last quarter.

STRS Ohio O/D Performance
Annualized Returns ending June 30, 2023

STRS Ohio O/D STRS Ohio O/D 
Benchmark 

Last 10 years 6.34%

Last 5 years 7.34%

Last 3 years 14.46%

Last 2 years2 9.94% 6.30%

Last 1 year 8.11% 4.34%

Last Quarter 3.19% 2.42%

Risk (10-Yr) 5.34%

Sharpe Ratio (10-Yr) 1.00

As of June 30, 2023 
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STRS Ohio O/D Performance
10-Years:  June 30, 2003 to June 30, 20231

STRS Ohio Opportunistic/Diversified

1 STRS Ohio Opportunistic/Diversified returns are presented net of all external investment management fees and costs, including carried interest and other fund expenses.
2 Reflects time period the new Opportunistic/Diversified Blended Benchmark has been in place.



Appendix: June 30, 2021 Performance
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STRS Ohio Alternatives Performance (Private Equity + O/D)

 STRS Ohio Alternatives returns exceed STRS Ohio Total Fund returns in all time periods.
 STRS Ohio Alternatives returns have meaningfully exceeded long-term Absolute Return Objectives over all time periods
 STRS Ohio Alternatives returns meaningfully exceeded the Relative Return Objective in FY2021
 STRS Ohio Alternatives returns have lagged the Relative Return Objective in longer term historical periods due to lower-risk / lower yielding Opportunistic/Diversified (or 

“O/D”) returns (as described on a later slide), but STRS Ohio Alternatives have provided a better long-term risk-adjusted return than the Relative Return Objective as 
illustrated above by the significantly lower volatility and significantly higher Sharpe Ratio over the 10-year period.

1 STRS Ohio Alternatives returns are always presented net of all management fees, fund expenses and carried interest
2 STRS Ohio measured Alternatives performance relative to the Alternatives Relative Return Objective and the Alternatives Absolute Return Objective through 6/30/2021
3 Higher returns over longer periods reflect Objectives from earlier STRS Ohio Asset Allocation Studies

STRS Ohio Alternative Investments Performance Comparison
Annualized Periods ending June 2021

STRS Ohio 
Alternatives

STRS Ohio 
Total Fund

STRS Ohio 
Alternatives 

Relative Return 
Objective 2

STRS Ohio 
Alternatives 

Absolute Return 
Objective 2,3

Last 10 years 11.84% 9.97% 14.79% 7.81%

Last 5 years 14.52% 12.34% 17.77% 7.27%

Last 3 years 15.83% 12.62% 18.55% 7.09%

Fiscal Year 2021 44.99% 29.28% 43.91% 7.09%

Risk (10-Yr) 4.91% 7.80% 14.15%

Sharpe Ratio (10-Yr) 2.30 1.21 1.00
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STRS Ohio Alternatives Absolute Return Objective

Presented August 2021 using prior performance objectives
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STRS Ohio Private Equity Performance

 STRS Ohio Private Equity returns exceed Absolute Return Objectives for all time periods
 STRS Ohio Private Equity returns outperformed the Relative Return Objective in all time periods
 STRS Ohio Private Equity returns have also generated significantly better risk-adjusted returns than the Relative Return Objective as illustrated above by the significantly 

lower volatility and significantly higher Sharpe Ratio over the 10-year period

1 STRS Ohio PE returns are always presented net of all management fees, fund expenses and carried interest
2 STRS Ohio measured Private Equity performance relative to the Private Equity Relative Return Objective and the Private Equity Absolute Return Objective through 06/30/2021 
3 STRS Ohio Private Equity Relative Return Objective equals the Russell 3000 Equity Index plus 1% per year
4 STRS Ohio Private Equity Absolute Return Objective is based upon a 10.70% Objective starting fiscal 2007, a 9.00% Objective starting fiscal 2013 and an 8.15% Objective starting fiscal 2018 

STRS Ohio Private Equity Performance
Annualized Periods ending June 2021 1,2

STRS Ohio 
Alternatives

STRS Ohio 
Alternatives 

Relative Return 
Objective 2,3

STRS Ohio 
Alternatives 

Absolute Return 
Objective 2,4

Last 10 years 17.29% 16.06% 8.83%

Last 5 years 22.47% 19.05% 8.32%

Last 3 years 25.96% 19.90% 8.15%

Fiscal Year 2021 64.48% 45.56% 8.15%

Risk (10-Yr) 6.53% 14.14%

Sharpe Ratio (10-Yr) 2.56 1.10
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Objective

Presented August 2021 using prior performance objectives
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STRS Ohio Opportunistic/Diversified (O/D) Performance

 STRS Ohio Opportunistic/Diversified returns have trailed Relative Return Objectives over all periods shown but have exceeded the Absolute Return Objective in 
two of the four time periods shown.  STRS Ohio Private Equity returns outperformed the Relative Return Objective in all time periods

 The Relative Return Objective underperformance is due primarily to (1) very strong public US stock returns over the last 10 years, (2) an investment emphasis on 
credit assets within Opportunistic and (3) an emphasis on lower risk Diversified strategies within O/D that have caused lower returns, which collectively made the 
Relative Return Objective difficult to outperform.

1 STRS Ohio O/D returns are always presented net of all management fees, fund expenses and carried interest
2 STRS Ohio measured O/D performance relative to the O/D Relative Return Objective and the O/D Absolute Return Objective through 06/30/2021
3 STRS Ohio O/D Relative Return Objective equals the Russell 3000 Equity Index minus 1% per year
4 STRS Ohio O/D Absolute Return Objective is based upon a 7.50% Objective starting in fiscal 2009, a 7.00% Objective beginning fiscal 2013 and an 6.35% Objective beginning fiscal 2018

STRS Ohio Private Equity Performance
Annualized Periods ending June 2021 1,2

STRS Ohio 
Opportunistic/

Diversified 2

STRS Ohio O/D 
Relative Return 

Objective 3

STRS Ohio O/D 
Absolute Return 

Objective 4

Last 10 years 6.08% 13.57% 6.79%

Last 5 years 6.69% 16.73% 6.48%

Last 3 years 5.64% 17.57% 6.35%

Fiscal Year 2021 24.07% 42.78% 6.35%

Risk (10-Yr) 4.23% 14.15%

Sharpe Ratio (10-Yr) 1.30 0.92
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Private Equity Market Overview

Private Equity Performance Trends

• Private equity was only down about half as much as public 
markets through 2022 on a PME basis. Valuations are 
typically smoothed as they are based on the operating 
metrics of portfolio companies and other valuation metrics 
less sensitive to daily market volatility.  As a result, private 
equity lagged public markets through the first quarter of 
2023.

• Venture capital and growth equity have experienced the 
sharpest declines over the past year, due to their overweight 
to technology, which underperformed, as well as post-IPO 
public equity holdings.

As of March 31, 2023

Source: Refinitiv/Cambridge. PME: Public Market Equivalent.  * Russell 3000 Index + 2.0%
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Pooled Horizon Net IRRs by Strategy (As of March 31, 2023)

Last Quarter 1 Year 3 Years 5 Years 10 Years 15 years 20 Years 25 Years

Venture Capital -0.70% -16.37% 24.98% 20.43% 18.73% 13.20% 12.62% 19.35%
Growth Equity 1.27% -9.26% 21.28% 16.51% 15.11% 12.70% 14.39% 14.17%
Buyouts 3.52% 0.69% 23.86% 16.00% 15.24% 10.84% 15.07% 12.82%
Mezzanine 3.49% 6.08% 14.91% 10.88% 11.08% 10.34% 11.38% 10.02%
Credit Opportunities 2.01% 4.00% 13.42% 7.30% 7.86% 9.17% 9.79% 9.53%

Control-Oriented Distressed
1.60% 2.59% 26.00% 13.90% 12.14% 10.72% 11.85% 11.51%

Total Private Equity 2.12% -4.57% 22.98% 16.20% 15.12% 11.36% 13.95% 13.37%
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Private Equity Market Overview

2022 – Normalization Relative to 2021

• 2021 was an exceptional year for private equity cash flows, 
with record levels of distributions driven by a surge in exit 
activity.

• In 2022, LP cash flows returned to pre-pandemic levels.  

• Net cash flow was negative in 2022, with contributions of 
$331 billion outpacing distribution activity of $306 billion.  This 
was only the second calendar year since 2010 with negative 
net cash flow in the private equity markets.  

• With an anticipated slower fundraising environment and less 
active exit environment, cash flow activity is expected to be 
further reduced in 2023.

As of March 31, 2023

1Q 202320222021202020192018

LP Cash Flows by Year

Capital Calls Distributions Net Cash Flows

Source: Refinitiv/Cambridge
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Private Equity Market Trends

“Flight to Quality” in Fundraising

• Fundraising was modestly down over the last year in terms of 
the dollars raised. 

• “Flight to quality” – significantly fewer funds have closed this 
year, as fundraising was concentrated with larger managers.

• Fundraising timelines have extended due to a plethora of 
funds in the market, slowing distributions, and constrained LP 
commitment budgets from the “denominator effect.”

Slowing Deal Activity

• Annual deal activity was down from record 2021 levels, 
though it remained high relative to prior years.

• The pace of investment has slowed down from its peak and 
appears to be returning to pre-pandemic levels.

• Buyout deal activity remained relatively strong, while the 
majority of the decrease in 2022 levels was attributable to a 
lower number of financing rounds for venture-backed 
companies.

As of June 30, 2023

Source: PitchBook
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Private Equity Market Trends

Buyout Valuations Remain Strong

• Buyout valuations have not yet experienced the declines 
seen in the public markets.

• Purchase prices may decline later in 2023 as valuations 
further reflect public markets, and as higher debt costs 
increase the equity share of buyout deals.

Venture Capital Valuations Decline

• In response to the downturn in the public technology markets 
and minimal IPO activity, venture capital valuations have 
largely declined through 2022 and 2023. Late-stage venture 
has been especially impacted as these companies are closer 
to an IPO.

• Many venture-backed companies are delaying their next 
financing round to avoid a mark down in valuations. Many will 
have to raise new capital over the next few quarters, 
however, which may further impact valuations.

As of June 30, 2023

Source: PitchBook. Both charts show the median multiple/valuation for each calendar year.
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Private Credit Market Overview

Private credit performance varies across sub-asset class and underlying return drivers. On average, the asset class has generated net IRRs of 8% to 10% for trailing periods ended 
March 31, 2023. Higher-risk strategies performed better than lower-risk strategies.
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Last Quarter 1 Year 3 Years 5 Years 8 Years 10 years 15 Years 20 Years

Pooled Horizon Net IRRs
As of Mar. 31, 2023 Private Credit  S&P LSTA Leveraged Loan PME Bloomberg US Corp. HY PME

*PME: Public market equivalent, a benchmark that applies the cash flows of the private credit funds to a public market index and then calculates an IRR.
Source: Refinitiv/Cambridge

Pooled Horizon Net IRRs by Strategy 
As of Mar. 31, 2023

Strategy Last Quarter 1 Year 3 Years 5 Years 8 Years 10 Years 15 Years 20 Years
Senior Debt 2.8 4.3 8.8 5.9 7.0 6.8 7.0 6.9
Mezzanine 3.5 6.1 14.9 10.9 11.2 11.0 10.5 11.4
Credit Opportunities 2.0 4.0 13.4 7.3 7.3 7.9 9.2 9.4
Total Private Credit 2.5 4.5 12.8 7.9 8.2 8.4 9.2 9.6

Performance over time and compared to relevant indices (as of March 31, 2023)
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Private Credit Fundraising Landscape 
Activity remains strong through 2Q23 Largest Funds Holding Closes in 2Q23

Name
Amount 

($millions) Strategy
HSBC Bank UK London SME Fund $18,713 Direct Lending

HPS Strategic Investment Partners V $12,000 Mezzanine Debt

HPS Core Senior Lending Fund II $7,300 Direct Lending

Permira Credit Solutions V $4,520 Direct Lending
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Source: Pitchbook

As interest rates declined after the GFC private credit 
attracted increased interest from institutional investors.   
► Private credit fundraising was robust leading into the 

Covid dislocation with a particular focus on direct lending, 
asset-based lending and distressed strategies.

► In the current rising rate environment, a renewed focus 
has been placed on relative value, downside protection 
and  managers’ internal workout resources

► Renewed interest in strategies with strong collateral 
protection such as asset-based lending as well as capital 
solutions and distressed strategies.

► Larger sponsor-backed lending seeing a new focus due to 
the high yield/BSL disintermediation by private debt.
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Private Credit Market Trends

U.S. sub-investment grade corporate yields rose dramatically at the beginning of 2022 with yields peaking in September. This was a combination of higher interest rates due to tighter Fed 
policy and a widening of high yield spreads.  

Spreads widened during the first half of 2022 due to weaker credit conditions as the U.S. economic outlook worsened. This has since moderated.
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Private Credit Market Trends

Default rates for U.S. corporate bonds ticked up in 1Q but remained well below the historical average of 3%-4%. Callan expects defaults to increase somewhat in coming months as 
economic growth slows and potentially turns negative.

The Corporate Bond Market Distress Index (CMDI) rose rapidly during the first nine months of 2022, especially for investment grade bonds, highlighting market volatility and a drying up 
of liquidity, but has fallen since then. In 2023, as the IG distress index continues to fall, the HY bond indicator is on the rise. The CMDI incorporates a range of indicators, including new 
issuance and pricing for primary and secondary market bonds and relative pricing between traded and nontraded bonds.
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Investment Department Meeting
Aug. 17, 2023

• Matters requiring board action:
− None

• Educational or scheduled updates and reviews requiring no action today:
− Summary of Investment Activity Report, June and July 2023
− Proxy Voting Summary for six months ending June 30, 2023
− Review of Securities Compliance Policies and Procedures

• As required by Section 3307.043 of the Ohio Revised Code

− Semiannual Derivatives Exposure as of June 30, 2023
− Domestic equity asset class update and outlook
− Callan Annual Performance Review
− Review of June and July 2023 investment transactions

• Summary of requests
80
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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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