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From Analysis to Investment

Review and Study Specifics of Plan

v

Develop Policies on Goals, Objectives, and Restrictions

v

Recommend Asset Allocation and Investment Strategies

V

Commission Reviews, Approves, and Amends

v

HEK and RSIC Staff Implement

v

Quarterly Reviews and Communications
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Metric Value

2 Actuarial Rate of Return 7.5%
% ER + EE Contributions 18.9%
Liquidity Required ~4.0%
Funded Ratio ~ 56%
Amortization Period ~ 29 yrs.

2012 2022 2032 2042 2052 2062 2072 2082
Year

Current Inactives W Actives ‘
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an adequate pool of assets to support the benefit obligations to participants

and beneficiaries of the Retirement System. In pursuing these objectives, the

RSIC seeks to achieve a high level of investment return consistent with goals of

the Retirement System. A secondary objective is to reduce, over time, the
unfunded liability a prudent level of portfolio risk.
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Employee & Employer Contributions

South Carolina Retirement System
Sensitivity of the Valuation Interest Rate Assumption
Current Pro Forma [llustration
Assumption Alternative Rate of Return Assumptions
[tem 150% 100% 6.00% 500%
) Y 3 { )

Applicable contribution rates for FY 2015

8. Employer Contribution Rate 10.90% 1.75% 13.77% 16.16%
9. Member Contribution Rate 8.00% 8.85% 1087% 13.26%
10. Total Contribution Rate (8. +9.) 18.90% 20.60% 24.64% 29.42%
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Interest Rate Cycles
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Diversification and Efficiency

Annual Portfolio Standard Deviation
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DIVERSIFICATION CAN IMPROVE YOUR RATIO

diversified portfolios
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Probability

Return- of Loaing

to-Risk Money In a8

Ratio Ehven Year
0.25 40°%
0.23 35°%
a3 38%
0.36 3E%
042 %
0.5a 3%
053 26%
083 20%
1.25 11%
2.50 1%
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Framework for Setting Expectations

Historical Total Return

Since 1925
8.7%

Forward

Expected Return

6.75%
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Strategic
Risk Free Rate Allocation
3.8% + 4.9% \
Risk Ratio
121% X 0.41
1.0% + 5.75%
Risk Ratio

11.5% X 0.50

Tactical
Opportunities
£ 7
Risk Ratio
? X ?
+ ?
Risk Ratio
? X ?

Source: Bridgewater, HEK -
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