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Emerging Manager Program ERS
| Statutory Definition e

e Texas Government Code 8 815.301 (g), (h) and (i) requires ERS to make a
good faith effort to acquire financial services from emerging managers.

e The statute defines emerging managers as private professional firms with
less than $2 billion in assets under management who provide pension
fund management, consulting, investment advising, brokerage services,

hedge fund management, private equity management, and real estate
Investment.
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Emerging Manager Program
Team

e Integration within asset classes represents a significant success factor

Emerging Manager Program

Lauren Honza
Lanesia Jones

: : : : Real Assets :
Public Equity Private Equity Ay Curet Global Credit Hedge Funds
my Cureton
Lanesia Jones Thomas Rashman 4 u. Richard Inzunza Panayiotis Lambropoulos
Pablo de la Sierra Perez
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Emerging Manager Program
Approach

e ERS External Advisor Website

e Managers of Emerging Managers
e |Investment Consultants

e Industry Outreach

Agenda Item 11 — Joint Meeting December 5, 2023



Emerging Manager Program ERS
Event Highlights %

 Real Estate Emerging Manager (REEM) Summit (January 10-11, 2024)
e TRS/ERS Emerging Manager Conference (February 22, 2023)
e TRS/ERS Emerging Manager Conference (February 28, 2024)
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Emerging Manager Program
Investments as of September 30, 2023

e $2.4 billion in total assets = 13% of external assets

Externally Managed/Advised Assets $18.4 billion Emerging Manager Program $2.4 billion

Public
Equity,
5.4%

Real Assets,
28.5%

Established
Managers, 86.9% Private
Credit, 34.9%
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Emerging Manager Program
Public Equity

e Total Market Value: $130 million
e Fund of Funds: 1
e FY23 Commitments: $100 million

Public Equity (as of 09/30/23) Since Inception

Legato Emerging Markets Portfolio
(Inception: November 1, 2019)

MSCI Emerging Markets Index 1.21%

-0.37%
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Emerging Manager Program
Private Equity

e Total Commitments:; $586 million
e Direct Relationships: 3
e Fund of Funds: 3

e FY23 Commitments: $25 million
Private Equity (IRR as of 06/30/23) Since Inception

Total Emerging Manager Portfolio

(o)
(Inception: November 2010) 14.76%

Total Private Equity Portfolio 13.37%
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Emerging Manager Program
Real Assets — Private Real Estate

e Total Commitments: $990 million
e Direct Relationships: 12
e Fund of Funds: 3

o FY23 Commitments: $55 million
Private Real Estate (IRR as of 06/30/23) Since Inception

Total Emerging Manager Portfolio

(o)
(Inception: December 2010) 15.67%

Total Private Real Estate Portfolio 11.56%
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Emerging Manager Program
Real Assets — Infrastructure

e Total Commitments: $132 million
e Direct Relationships: 2

Infrastructure Assets (IRR as of 06/30/23) Since Inception

Total Emerging Manager Portfolio
: 6.31%
(Inception: August 2017)

Total Infrastructure Portfolio 8.69%
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Emerging Manager Program
Global Credit — Private Credit

e Total Commitments: $1.2 billion
* Direct Relationships: 5
e FY23 Commitments: $75 million

Private Credit (TWR as of 08/31/23) Since Inception

Total Emerging Manager Portfolio
(Inception: October 2017)

LSTA Leveraged Loan Index + 150
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Emerging Manager Program
Hedge Funds

e Direct Relationships: 1
e PAAMCO Prisma Launchpad total commitment: $348 million
« 3150 million original commitment in May 2018

« $23 million additional commitment in July 2020
= 3175 million additional commitment in April 2021

ERS Launchpad
(Inception: September 1, 2019)

2.94%

Launchpad Benchmark 3.31%
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Emerging Manager Program —
- Calendar Year 2024 Initiatives et

e Maintain goal of 10% of external assets with emerging managers
 Focus on relevant direct relationships with existing managers

e Continue to collaborate with fund-of-funds

» Promote best practices by working with other programs

e Host 2024 Emerging Manager Conference
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