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FIREFIGHTERS' PENSION INVESTMENT FUND

MEMORANDUM

TO: The Board of Trustees (the “Board”) of the Illinois Firefighters’ Pension
Investment Fund (“FPIF” or “Fund”)
William Atwood, Executive Director and Chief Investment Officer

FROM: Mitchell Green, Portfolio Officer

RE: FPIF Performance Relative to Article 4 Pension Fund Benchmarks
DATE: August 14, 2023

Background:

The Illinois Firefighters’ Pension Investment Fund has completed the consolidation of Article 4
firefighter pension funds, consistent with Public Act 101-0610. Since FPIF began investing
assets in October 2021, FPIF has measured its investment performance relative to a benchmark
prescribed by its Investment Policy (the “Policy Benchmark™), benchmarks for Article 4 pension
funds, and benchmarks for more aggressive and less aggressive portfolios.

As of June 30, 2023, FPIF’s invested assets have outperformed every benchmark since the
Fund’s inception.

Performance Report:

FPIF retained The Northern Trust Company to provide custody services in October 2021. As
custodian, Northern Trust provides Investment Risk and Analytical Services (“IRAS”), which
includes performance measurement and benchmark reporting.

The FPIF Staff (“Staff”’) worked with Northern Trust’s IRAS division to develop a
comprehensive performance report that reflects FPIF’s investment performance relative to
appropriate benchmarks. The report is updated and delivered to Staff monthly.

Consistent with industry best practices, FPIF evaluates performance relative to its Policy
Benchmark. The Policy Benchmark was developed by FPIF’s Staff and General Investment
Consultant; it reflects the Fund’s target allocations to each asset class. The Policy Benchmark is
defined as follows.



IFPIF Policy Benchmark:

Index Weight

Russell Top 200 25%
Russell Midcap 9%
S&P 600 2%
MSCI World ex US 16%
MSCI World ex US Small Cap 3%
MSCI Emerging Markets 8%
MSCI Emerging Markets Small Cap 2%
Bloomberg 1-3 Year Treasury 3%
Bloomberg U.S. Aggregate 24%
JP Morgan EMBI Global Diversified 3%
FTSE NAREIT Equity REITs 2%
NFI-ODCE Equal Weighted 3%

*As of June 30, 2023

As shown in Northern Trust’s performance report, FPIF’s asset allocation has outperformed its
Board-approved Policy Benchmark by 55 basis points on an annualized basis, since the Fund’s
inception. A $7 billion portfolio invested at inception is estimated to be worth $71,520,000 more
than FPIF’s Policy Benchmark.

Article 4 Pension Fund Benchmarks:

Prior to FPIF’s consolidation process, Article 4 pension funds’ investments were statutorily
restricted. The Illinois Pension Code (the “Code”) defined four categories of pension funds
based on the pension funds’ net assets (40 ILCS 5/1-113).

Category 1: Pension Funds under $2.5 million

Category 2: Pension Funds between $2.5 million and $5 million
Category 3: Pension Funds between $5 million and $10 million
Category 4: Pension Funds with $10 million or more

The Code established minimum fixed income allocations and restricted the universe of
investments that Article 4 pension funds could select. The most aggressively permitted asset
allocations established by the Code are detailed below:

Category 1: 10% Equity / 90% Fixed Income
Category 2: 45% Equity / 55% Fixed Income
Category 3: 45% Equity / 55% Fixed Income (with more vehicles permitted than category 2)
Category 4: 65% Equity / 35% Fixed Income

In practice, Article 4 pension funds did not invest in their most aggressively permitted asset
allocations. To account for the more conservative portfolios, Staff used data provided by the



Illinois Department of Insurance (“DOI”) to develop all-encompassing Article 4 Pension Fund
benchmark, which included assets from pension funds of all sizes and categories.

The “Article 4: All Pensions” benchmark reflected in Northern Trust’s performance report is
based upon DOI data and is comprised of:

Asset Class Weight

Fixed Income 41%
U.S. Equities 37%
International Equities 19%
Private Real Estate 3%

As of June 30, 2023, FPIF has outperformed each of the category benchmarks, as well as the all-
encompassing Article 4 benchmark, since inception.

FPIF Excess FPIF Est. Excess

Benchmark Return (%) Return ($)

Category 1 2.98% S 383,680,000
Category 2 1.64% S 211,840,000
Category 3 1.64% $ 211,840,000
Category 4 0.96% S 124,720,000
Article 4: All Pensions 0.31% S 40,400,000

*Excess returns are based on a $7 billion portfolio at inception
*See Appendix 1

60/40 and 70/30 benchmarks:

FPIF’s asset allocation is more aggressive than a 60% Equity / 40% Fixed Income portfolio,
though less aggressive than a 70% Equity / 30% Fixed Income portfolio. However, FPIF has
outperformed both a 60/40 portfolio and a 70/30 portfolio.

FPIF Excess FPIF Est. Excess

Benchmark

Return (%) Return (S)
60% Equity / 40% Fixed Income 1.12% $ 145,680,000
70% Equity / 30% Fixed Income 0.80% $ 104,160,000

*Excess returns are based on a $7 billion portfolio at inception
Conclusion:

FPIF has generated investment returns that are in excess of all relevant benchmarks. The Fund’s
investment strategy has outperformed its Policy Benchmark, the legacy Article 4 pension fund
benchmarks, as well as more and less aggressive benchmarks. FPIF has demonstrated value for
all stakeholders, particularly its constituent pension funds. The Staff will keep the Board
apprised of its continued initiatives to strengthen FPIF’s total returns and to generate persistent
performance that exceeds the Fund’s benchmarks.



Appendix 1

Category 1 57 S 59,293,742
Category 2 26 S 91,054,422
Category 3 40 S 303,984,339
Category 4 168 $8,201,562,405

*llinois Department of Insurance 2022 Public Pension Report - Detailed Financial Data for Fiscal Year 2021



