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Pension Portfolios Performance

KERS, KERS-HAZ, & SPRS - PENSION FUND - PLAN NET RETURNS - 09/30/24

L eivie  Tontn Lot B> [iver e Tove Lintean Ligver: |ooves | > _

4,515,541,697.91 1.67 16.26 7.65 6.74
I{‘l" Ret. KERS Plan IPS Index 1.50 4.45 4.-!‘-15 16.03 5. lﬂ 7.19 6.54 5.52 ?.33 E.BS
KERS- H 1,078,653,525.61 1.67 5.19 5.19 18.22 5.97 B.48 7.41 7.00 8.08 8.95
KY Ret. KERS Haz Plan IPS Index lel 4.46 4.46 18.24 6.15 8.55 7.28 7.00 8.08 9.02
5PRS 689,086, 706.09 1.69 5.29 5.29 16.49 5.46 71.76 6.74 b.67 7.85 8.79
KY Ret. SPRS Plan IPS Index 1.50 4.45 4.45 16.03 5.10 7.19 6.49 B.61 7.82 8.82

KPPA PENSION FUND UNIT - NET RETURNS - 09/30/24 - PROXY PLAN ASSET PERFORMANCE
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PUBLIC EQUITY 30.10 11.54 10.48
MSCI ACWI 232 6.61 b.61 3176 7.65 11.87 9.13 8.03 9.05 10.38
PRIVATE EQUITY 1.59 2.19 2.19 3.24 4.82 11.66 11.58 10.95 11.41
Russell 3000 + 3%(Qtr Lag) 333 4.05 4.05 26.12 11.09 17.19 15.28 12.87 12.74
SPECIALTY CREDIT 147 3.09 3.09 12.39 7.04 b.87 6.78
50% BB US HY / 50% Morningstar LSTA Lev'd Ln 117 3.66 3.66 12.66 4.83 5.27 5.07
CORE FIXED INCOME 1.29 5.13 5.13 11.76 1.80 2.59 3.1 3.03
Bloomberg US Aggregate 1.34 5.20 5.20 11.57 -1.39 033 1.84 2.04
CASH 0.43 1.33 1.33 5.54 3.41 2.33 1.80 1.94 2.76 3.38
FTSE Treasury Bill-3 Month 0.44 1.37 1.37 5.63 3.63 2.38 1.67 1.58 241 3.01
REAL ESTATE 0.30 171 1.71 -5.90 229 5.80 1.79 7.16 6.07 6.20
MCREIF NFI-ODCE Net 1 Qtrin Arrears Index”" -0.66 -0.66 -0.66 -9.99 1.02 2.27 5.47 5.81 7.06 5.91
REAL RETURN 2.89 6.70 6.70 16.38 11.94 9.49 6.05 5.93

US CPI +3% 0.33 0.97 0.97 5.53 7.33 6.76 4.35 4,29



Insurance Portfolios Performance

KERS INS, KERS-HAZ INS, SPRS INS - INSURANCE FUND - PLAN NET RETURNS - 09/30/24
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KERS IN5 1,763,306,356.33 1.84 5.42 5.42 18.62 6.25 B.63 b6.71 7.21 7.46
KY Ins. KERS Plan IPS Index 1.1 4.46 4.46 18.24 6.23 8.48 7.28 6.89 7.58 7.78
KERS - H INS 694,712,425.05 1.52 4.75 4.75 17.70 6.21 8.52 7.45 6.84 7.30 7.53
KY Ins. KERS Haz Plan IPS Index 1.1 4.46 4.46 18.24 6.23 839 7.26 6.88 7.58 .77
SPRS INS 281,704,795.15 1.56 4.81 4.81 17.68 6.20 B.67 7.63 6.93 7.35 7.58
KY Ins. SPRS Plan IPS Index 1.1 4.46 4.46 18.24 6.23 839 7.28 6.89 7.58 7.78

KPPA INSURANCE FUND UNIT - NET RETURNS - 09/30/24 - PROXY PLAN ASSET PERFORMANCE

| stuawe | | month | 3Months |Fiscal D | 1vear | 3vears | Svears | 10vears | 20¥ears | 30vears | i
8.97

PUBLIC EQUITY 1.88 6.63 6.63 29.92 6.69 11.50 9.16 7.95
MSCI ACWI 2.32 6.61 6.61 31.76 7.64 11.85 9.13 7.85 8.84
PRIVATE EQUITY 1.22 1.63 1.63 4.99 8.43 11.93 12.74 11.10 10.71
Russell 3000 + 3%(Qtr Lag) 3.33 4.05 4.05 26.12 11.09 17.19 15.28 12.62 12.31
SPECIALTY CREDIT 1.39 3.07 3.07 12.47 7.31 6.89 6.69
50% BB US HY / 50% Morningstar LSTA Lev'd Ln 1.17 3.66 3.66 12.66 4.83 5.27 5.07
CORE FIXED INCOME 1.28 5.10 5.10 11.69 1.63 2.39 2.74 2.76
Bloomberg US Aggregate 1.34 5.20 5.20 11.57 -1.39 0.33 1.84 2.04
CASH 0.43 1.32 1.32 5.57 3.41 2.23 1.67 1.78 2.57
FTSE Treasury Bill-3 Month 0.44 1.37 1.37 5.63 3.63 2.38 1.67 1.59 2.48
REAL ESTATE 0.38 1.68 1.68 -6.06 2.06 5.65 7.82 8.17
NCREIF NFI-ODCE Net 1 Qtrin Arrears Index” -0.66 -0.66 -0.66 -9.99 1.02 2.27 5.47 4.75
REAL RETURN 3.14 6.65 6.65 14.64 10.57 8.94 5.72 5.56

US CPI +3% 0.33 0.97 0.97 5.53 6.98 6.80 441 4.33



Internal Portfolios Performance
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Structure

PUBLIC EQUITY
S&P 500 INDEX
EY Ret S&F Blend
Internal US Mid Cap
58P MidCap 400 Index
Secientific Bata
S&P 500 - Total Retwn Index
PRIVATE EQUITY
INTERMNAL PRIVATE EQ
COREFI
INTEEMWAL COREFI

Bloomberg U5, Arererate Bond Index

REAL ESTATE
INTERMAL REATL ESTATE

NCEREIF NF1 ODCE Net 1Qtr m Armrears Index”

REAL RETUEN
INTEENAL REAL RETUEN
RS CPI + 300 bpts
INTERMAL TIPS
ER? Internal UUS TIPS Blend
CASH ACCOUNT

FTSE Treasury Bill-3 Month

Account/Security Id

ER2F19020002

ERIGHO0SPS00

ER2F10100002
CL1FO000180C
ERIF10110002
C{1F00079488

ER2F48100002

ER2F30250002
C{1F00003848

ER2F48200002
1 GO0369207

ER2F36130002
ER2GHO05CPI3
ER2F39010002
ER2GHO00TIPS
ERIF30010002
CL1F0003127C

Kentucky Retirement Systems Pension
Monthly Investment Manager Performance (Net of Fee)
As of Date: 9/30/2024
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Allocations
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Performance Highlights

The KRS Pension Composite produced a return of 5.23% for the quarter
versus the blended benchmark return of 4.46%.

The KRS Insurance Composite produced a return of 5.18% for the quarter
versus the benchmark return of 4.46%.

KERS Pension 5.23%
SPRS Pension 5.29%
Benchmark 4.45%

KERSH Pension 5.19%

KERS Insurance 5.42%

KERSH Insurance 4.75%

SPRS Insurance 4.81%
Benchmark 4.46%

Across portfolios, the largest contributors to outperformance were the
relative outperformance in the Real Return and Real Estate portfolios while
underperformance in the Private Equity portfolio relative to its public
equity benchmark was a modest detractor.

Markets struggled early in the quarter as rising fears of a US recession led
to a sharp rotation out of growth stocks and into value stocks. Equity
markets fell while the yield curve steepened. Markets began to stabilize in
August as stronger than expected data alleviated near-term recession fears
and gained steam with the Fed signaling rate cuts were imminent.
September saw markets further buoyed as the Fed began the easing cycle
b Zc:géctslng rates 50 bps and indicating a further 100 bps of cuts by the end
o) :

While the probability of a recession remains remote, monetary policy will
continue to have an unduly high impact via the valuations discounting
mechanism and the interaction between fiscal and monetary policy will be
crucial to future outcomes.

Major Asset Class Performance (%)
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Performance Highlights

S&P 500 Nine-Months Compared to the Rest of the Year
mReturns Through September = Full Year Returns

Public Equities

30%

*  Despite bouts of volatility, Public Equity markets pushed higher
during the quarter with broad market indices reaching all-time
highs as they recovered strongly from the early August lows with
markets buoyed by the start of the Fed easing cycle. o

-10%

20%

10% |

*  Market participation broadened significantly with a rotation in
leadership away from Technolog]{‘ with Real Estate and Utilities
the best performing sectors ile Financials and Industrials 30% |
&ontrlbhuted the most to performance and Value outperformed w0 |

rowt

-20%

-50% L
1994 1098 2002 2008 2010 2014 2018 2022

* Small caps significantly outperformed Large caps for the quarter
but still trailed by a large margin over the LTM.

* The S&P 500 Index is up 22% YTD, its best nine month start since
1997. Size & Style Jan 2023- June 2024 Size & Style 3QTD 2024

Complete Reversal in Size and Style Leadership in 3Q

* International Equities markets also performed well, -

outperforming their US counterparts during the quarter with |
emerging markets outperforming developed. z.s . . .
* Small Cap equities remain compelling, trading near historic = -
trough levels compared to the fuller valuations in Large Caps. A /
g . . . 128% 2.5 J
declining interest rate environment should bode well for this : -' .'

segment of the market as these companies tend to be more
sensitive to borrowing costs.

Large

5.7% 128% | 18%

S&P She & Style Boxes

.lf\u-'f.

Small

Large Growth Went From Best To Worat!



Performance Highlights

Relative Valuations of Value vs. Growth at Extreme Levels

P u b I i C E q u it i es Forward PE for MSCI ACW1 ex-US Value and Growth Index Relative to MSCI ACWI ex-US Core (Sep-2024)
165 LORE YALUE  GREOWTH g S we
Latest (9/2024) 13.54 1025 1904 24% Discount  45% Premium  48% Discount
 The Public Equity portfolio returned 6.69% during the quarter s s ——
versus its benchmark return of 6.61%. O Lo M
8 25
 Overall, the relative overweight to Non-US equities was a positive
contributor to performance while stock selection modestly S Mﬂm“m __________________
detracted from performance. £
* The US Equity Portfolio returned 6.18% vs 6.23% for the Russell HEHHEBH IR
3000 with 5 of 7 mandates performing in line or outperforming T
their benchmark.
Small Relative to Large Near Trough Levels
e The Non-US Equity Portfolio returned 7.47% vs 8.18% for the Small-cap / Large-cap Relative Median LTM P/E
. (Only Profitable Companies)
MSCI ACWI Ex-US with broad underperformance at the mandate _— i i
level but outperformance provided by deep value strategies. L H
110% \ w m
* Over the LTM the Public Equity portfolio has underperformed the o \"\ f\ /W\H '\)
benchmark by 166 basis points due to value and size factor tilts in ‘ M \ 'wi J\p
the US portfolio and broad-based stock selection weakness in the a0 W \ ﬁ‘ \W'"
Non-US portfolio. \ h/ v |
N Dec-73 Dec-22
60% Jan-00



Performance Highlights

Core Fixed Income

125 US Treasury Actives Curws
125 US Treasury Actives Ci

e US Treasury yields dropped across the curve over the
qguarter with the Federal Reserve cutting rates at their
September meeting.

e The 2YR rallied the most with yields declining 111 basis
points causing the 2-10YR curve to have a positive slope for
the first time since mid-2022, finishing the quarter with a
spread of 14 basis points.

e The 2YR closed the quarter at 3.64% while the 5YR US
Treasury yield fell 82 basis points to close at 3.56%. The i .
10YR yield was 62 basis points lower to close at 3.78%. The éii‘gggﬁ;ﬁﬂelds 2-YrUSTyields 200
20YR and 30YR yields were lower 49 basis points and 44 150
basis points to finish the quarter at 4.18% and 4.12%,

: 100
respectively.
50
e As of September 30, markets priced in an additional 75 0
basis points of cuts by the end of 2024, 25 basis points 50
more than the FOMC’s median of their dot plot.
100
150

2019 2020 2021 2022 2023 2024



Performance Highlights

Core Fixed Income

The Core Fixed Income Portfolio produced a return of 5.13%
for the quarter, slightly underperforming the benchmark’s
return of 5.20%. The Internal Core portfolio produced a
return of 5.28% for the quarter.

The portfolio’s relative underperformance was driven by an
overweight ABS allocation as the sector generated a 3.35%
total return for the quarter, the lowest of the Securitized
sectors.

Within the broader Securitized sector, MBS led the way with
a 5.53% return followed by CMBS which produced a 4.65%
while ABS returns trailed at 3.35%.

The Corporate index OAS (Option Adjusted Spread) closed 5
basis points tighter at 89 during the quarter generating a
total return of 5.84%, the best performing sector of the
market, benefitting the most from falling yields.

Home prices have steadily risen since GFC and surged in the
pandemic. Demand from increasing immigration has mixed
with inflexible supply to drive prices higher. Mortgage rates
will fall slightly as the Fed cuts rates, but that will lead to
further price increases.

Case-Shiller vs Avg 30yr Mortgage Rates
350 ——30-Yr Average Fixed Mortgage Rate (right)
= Case-Shiller Index (left)
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Performance Highlights

Specialty Credit Fixed Income

 The Specialty Credit portfolio produced a return of 3.09%
for the quarter, underperforming the custom benchmark
which returned 3.66%.

e Overall underperformance was driven by the relative
overweight to floating rate exposure and shorter durations
which benefitted less from the rally in rates during the
quarter.

e The public market mandates with the Specially Credit
portfolio underperformed during the quarter driven by

security selection and industry allocation. Underweight
allocations to distressed issuers, especially in the
communication related sectors, hampered relative

performance as these issuers significantly outperformed the
non-distressed portion of the market.

* Over longer periods the portfolio has contributed significant
outperformance, beating the benchmark by 221 and 160
basis points over three- and five-year periods respectively.

U.5. HY Spread-To-Worst
L]

SVB Fallure
UK. Fladal SElmu s

Dabt Colling Agraamant
555
Pune FONC

MNavember FOMC

Aussian Imeasion

& of Ukraine
o Decambar 10/3: 4329

July Fed Misutes

Parch CPI Report

iy O M Buly 1504/ NFP

February FOMC
350

Spread-To-Worst Differential: BBs vs. CCCs

12/31:4808 .0 o0,

F 10/3: 4566
9/20: 4577
500




Performance Highlights

Loan Yields Are Likely to Remain Elevated Even as Rates Fall

Specialty Credit Fixed Income

L everaged loan YTM (YE) ® Fed funds rate (YE) — =~ = Average leveraged loan ¥YTM (YE '10-'23)

12%

* The High Yield option adjusted spread (OAS) tightened 14 basis
points during the quarter to 295. 10%
. Lower quality and longer-dated issuers continued to outperform. o
For the quarter, BB, B, and CCC rated issues returned 4.20%, 4.53%, o
and 9.22%, respectively.
4%
. Despite the Fed rate cut, loans posted an 11" consecutive monthly

gain in September as coupons remained attractive. 2

0%
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. Loan issuance rebounded sharply in September with $97.1 billion
coming to market, a 276% increase from August. Year-to-date
issuance has been dominated by repricing and refinancing activity,
which have accounted for 52% and 35% of issuance, respectively. HY Bond & Loan Par Weighted Defaul Rates

2015
September

* The high vyield bond default and distressed exchange activity
remained moderate for the quarter. The LTM par-weighted default
rate including distressed exchanges decreased to 1.64%.

* Default and distressed exchange activity remains concentrated in the
leveraged loan market, where the par-weighted default rate
increased to 3.64%.

Par Weighted Default Rate %

1.64%

* The 200 basis point spread between high yield bond and leveraged
loan default activity is the largest difference since October 2000.

o 4 = o ol
o oL o 3 o

HY Bond (Incl Dist Ex) — — Lav Loan (inc! Dist Ex)



Performance Highlights

Specialty Credit Fixed Income

Bearish ratings trends in the public high yield market
continued, with activity on pace for a sixth straight year of
the rating agency upgrade to downgrade ratios at 1x.
Weakening business trends combined with more aggressive
capital allocation plans have started to impact balance
sheet metrics.

While the possibility of having ‘higher for longer’ interest
rates may cause stress for over-leveraged borrowers,
today’s accommodative capital markets and strong
borrower demand present an attractive setup for Private
Credit.

Yield levels remain at relative highs and compare favorably
to most credit alternatives.

Private credit continues to gain lending market share as
traditional banks retreat further from the market.

Returns by calendar year 2024
2019 2020 2021 2022 2023 1 Q2
Global private-equity funds 17.6% 5.8% 1.2% 0.8%
Venture capital 20.4% 22% 1.3% 0.4%
Expansion capital 7.3% 3.9% 0.2% 1.5%
Buyout 16.9% 9.6% 1.2% 1.2%
Global private-credit funds 6.9% 7.2% 15.6% 38% 10.0% 1.9% 21%
Senior 6.4% 7.9% 77% 3.5% 11.6% 1.8% 21%
Mezzanine 9.4% 8.5% 16.0% 49% 10.4% 2.6% 2.5%
Distressed 4.3% 7.9% 21.8% 34% 8.9% 2.0% 21%
Global private-real-asset funds 4.5% 0.9% 22 7% B83% 1.1% 0.7% 1.1%
Real estate 8.3% 1.6% 26.6% 19% -6.4% -0.8% -0.3%
Natural resources -5.0% - 21.7% 1.6% 3.8% 24%
Infrastructure 8.1% 7.8% 13.6% 2.8% 82% 1.1% 21%

Private Credit Fund Vintage IRR Quartiles®
wmpum 75th ~ e=@e=50th  ==@==75th
20% -
15% -

10% |
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5% o

-10%

-15% -
2009 2010 2011 2012

1 Source: Burgiss is 3 recognizad source of private equity data, and the Burgiss Manager Universe includes funds representing the full range of private capital strategies; it may not include all private equity funds.
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Performance Highlights

Real Return - Real Estate

Real Return markets were broadly positive for the quarter while Real
Estate markets continued to struggle, with the benchmark posting its
sixth consecutive quarter of negative performance.

The Real Estate portfolio produced a return of 1.71% during the
quarter, outpacing the benchmark’s -0.66% return.

Relative outperformance was driven by the portfolio’s open-ended
Core strategies which were able to produce positive performance
during the quarter although LTM performance remained negative.
These strategies have benefitted from lower exposures to the most
stressed parts of the market including the Office sector.

While the prospects of Fed cuts has sparked a degree of optimism in
the sector and there are nascent signs of stabilization, the market
continues to struggle with low transaction volumes, anemic
fundraising, still elevated rates and stagnant rental growth which
warrants continued caution for the sector.

The Office sector continues to face headwinds, with losses reaching
the most senior tranches of some commercial mortgage-backed
securities for the first time since the Great Financial Crisis.

u.s.

real estate transaction volumes

USD billions, seasonally adjusted, 1Q01—2Q24
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Office Bonds Underwater
CMBS holders face potential losses amid steep declines in property values
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$226.4M deal by owning a strip that includes
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(65% of this bond's balance)

Source: Data compiled by Bloomberg
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Performance Highlights

Real Return - Real Estate
the benchmark.

outperformed their benchmark during the Quarter.

and consolidation have continued to benefit the industry.

almost 13% and silver returning 7% while oil was down almost 18%.

o Oil was down 18% near its lowest level over the past twelve

months, but remains generally in line with post-COVID levels.

o Gold was up almost 13% for the quarter and tallied its fortieth

record high for 2024.

o Agricultural commodities and industrial metals produced

modestly positive performance during the quarter.

The Real Return portfolio continued to perform well during the
quarter posting a return of 6.70% which outpaced the 0.97% return of

Performance benefitted from strong performance across the recently
approved and funded Real Return mandates, all of which

The portfolio’s MILP exposure continued to produce solid performance,
with a return of 5.99% for the quarter versus its benchmark return of
0.72% and is up over 33% LTM as strong cash flows, disciplined capex

Broad commodities were relatively flat for the quarter, with gold rising

Gold Spot Price (US$/oz) = 50-Day Moving Average

———200-Day Moving Average

Billion Barrels
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Performance Highlights

Global private capital fundraising
USD billions

$2,000
[l Natural resources*

Private Equity staoo | M miasircue

Il Real estate
[l Private credit
$1,600 B Venture capitai

e The Private Equity portfolio produced a return of 2.19% for the sra | e
quarter, underperforming the benchmark’s return of 4.05%.

$1,415  $1,408 $1,376

YTD Aug.
2024

l

$1,200

$1,000

* Performance relative to the benchmark (Russell 3000 + 3% based
on a quarter lag) continues to be volatile given the market and se00
timing misalignments as well as the vintage of the investments in 600
the portfolio. s400
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While the pace of PE Fund exits and distributions have picked up
recently, the very slow pace of distributions remains a concern for P T e s e v e e wm omowmom o
LPs in PE funds as newly raised funds continued to call capital
while distributions from mature funds have been muted since Aggregate dealvalue by region, USD slons, 1014 - 2024
2022. 120

m North America m Europe mAPAC

$100

e Pricing in the secondary market has continued to improve, but
remains well below peak levels reached in 2021. Some categories
are still 25% below 2021 levels. =

e Capital remained scarce as GPs faced a more arduous fundraising *

environment with constrained capital allocations from LPs as a

result of limited distributions and already full allocations which

continues to slowdown overall deal activity.
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Source: Preqin,J.P. Morgan Asset Management APAC includes data fromAsia, Australia and NewZealand.
Dataare based onavailabilityas of August31, 2024,
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Ll q Ul d Ity Market expectation versus FOMC dot-plot median
0 Number

Dot plot estimates moved decidedly lower in
September, indicating a faster pace of rate cuts than
anticipated in June. The longer-run range did not
change, but the distribution is more even and a higher
terminal rate is now expected.

Cash produced a return of 1.33% for the 3-month
period ending September 30, slightly underperforming
its 3-Month Treasury Bill benchmark which returned
1.37%.

After more than a year on hold, the Fed cut rates 50
basis points in September, the first rate cut in more
than four years. The question now for markets is how
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’ . , Expected fed funds rate at year-end 6.0%
far the Fed will cut and how quickly they’ll get there. .
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* The Federal Reserve has shifted the focus from inflation 20088000 0 0 o
to jobs seeing two 25 basis point cuts for the remainder 00000900 5600 45%
of 2024 and expects to cut four times in 2025 with the The market — 0@ 220082000 2 - 40%
median neutral rate of 2.75 — 3.00%. ver ves a0s 3 350
000000 (1 1] o000 ... . °
' (I11]]] [ele]¢ 1 »lele] (1]

.Sep “ The market — cem® (21111 (L1 1]] a 30 0/0

OJun 24 YY) ooe o
QoMM CO 25%

L} [ 1 ] 080
20 %

2024 2025 2026 2027 Longer Run




	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Allocations 
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17

