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Program Overview

¹ Key metrics as of June 30, 2023
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Strategy and Portfolio Positioning

• Global Public Equity is the principal asset class providing growth exposure in the strategic asset allocation. Its 
goal is to provide equity beta exposure plus risk-managed systematic and opportunistic alpha

• Program thoughtfully delivers multiple equity betas with low active risk and an efficient cost structure
• 94% of the total portfolio is invested in cost-efficient, internally-managed strategies
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Market Environment
Current Concerns
• Recession fears are slowly dissipating although they still linger in the background
• Inflation has decelerated significantly compared to a year ago, but remains above the Fed's 2% target
• A handful of mega cap names have been driving equity markets, mostly in the technology sector (related to AI)
• Market segments with high valuations are vulnerable to corrections
• Narrow market leadership may present short-term headwinds for active management relative performance
• Risks we are monitoring: lagged impact of higher interest rates on economic activity, geopolitical 

uncertainty, elevated valuations in some segments of the markets, global growth, depletion of consumer excess 
savings

Investment Themes
• Long-term investment horizon gives us the ability to withstand short-term market volatility, while prudently 

increasing active risk to seek to add value
• Examine regional market efficiency disparities and prioritize active management in less efficient markets
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Market Dynamics: Equity Risk Premium

Main Takeaways
• Over the long-term, equities deliver capital appreciation and have generated positive absolute returns despite 

periods of intermediate drawdowns 

• Long-term investment horizons strengthen ability to prudently increase active risk and add value

Note: CAGR refers to Compound Annual Growth Rate or Annualized Return
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Market Dynamics: Equity Volatility & Drawdowns
Volatility and Drawdowns are regular features of equity markets

Source: FactSetMain Takeaways 
• Equity markets undergo periods of heighted volatility and drawdowns

• Despite delivering strong annualized returns of 10% per year over the 30-year period (shown on prior slide), the S&P 500 index suffered 
significant drawdowns of 20 – 50% during the period

• A short-term focus will likely lead to suboptimal decisions and limit ability to add value

• Market volatility presents favorable entry points for long-term investors like CalPERS and richer opportunities for active strategies
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Market Environment: FY 2022-23 was a tale of two halves

FY 2022-23 was characterized by sharp reversals and narrow 
market breadth 

• Many of the themes that worked in the first half of the fiscal year 
sharply reversed in the second half

• Narrow market leadership during the second half of the fiscal year 
was driven by a handful of mega cap stocks 

1st Half 
FY22/23

2nd Half 
FY 22/23

FY 22/23
1st Half 
FY22/23

2nd Half 
FY 22/23

FY 22/23

Public Equity Cap Weighted 2.68 13.61 16.66 11 (22) (11)
Index Oriented ex Enhanced 2.61 13.53 16.49 3 3 6
US Enhanced 2.61 16.22 19.26 30 (54) (20)
Traditional Active 3.87 12.49 16.84 123 (102) 34
Multi Factor 3.74 10.68 14.81 116 (316) (196)

Excess Returns (Bps)Absolute Returns (%)

First Half 
FY22/23

Second Half 
FY22/23

highest Value Growth
5.1% 21.4%

Size (Small) Quality
4.1% 18.8%

Momentum Low Volatility
4.0% 11.9%

Low Volatility Momentum
2.6% 10.9%

Quality Value
1.1% 7.9%

lowest Growth Size (Small)
0.4% 7.1%

STYLES
First Half 
FY22/23

Second Half 
FY22/23

highest Energy Info Tech
16.5% 37.1%

Industrials Comm Svcs
10.6% 25.6%

Financials Discretionary
7.9% 23.8%

Materials Industrials
7.6% 13.8%

Health Care Materials
5.4% 4.7%

Staples Staples
4.1% 4.1%

Utilities Financials
1.9% 4.1%

Info Tech Real Estate
-1.8% 0.8%

Discretionary Health Care
-3.4% 0.8%

Real Estate Utilities
-6.8% -0.3%

lowest Comm Svcs Energy
-11.8% -1.8%

SECTORS

First Half 
FY22/23

Second Half 
FY22/23

2.6% 13.8%

Performance Heat Map

Cap Weighted Benchmark:
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Cap Weighted Segment (as of June 30, 2023)

Note: All performance reported net of investment expenses and annualized unless noted otherwise. 
Public Equity benchmarks are net of taxes. 
Risk measures are calculated using monthly returns.
1 The Multi-Factor strategy transitioned from Alternative Beta in 2019.
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Portfolio Performance | Cap Weighted Total Return by Strategy (as of June 30,2023)

Note: All performance reported net of investment expenses and annualized.
1 Other includes impact from allocations to defunded strategies.
2 The Multi-Factor strategy transitioned from Alternative Beta in 2019.
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Portfolio Performance | Cap Weighted Excess Return by Strategy (as of June 30, 2023) 

Note: All performance reported net of investment expenses and annualized. Public Equity benchmarks are net of taxes. 
1 Strategy contribution to excess excludes the impact of income from securities lending, which is reflected in “Other.”
2 Other includes impact from allocations to defunded strategies, income from securities lending, and allocation management.
3 The Multi-Factor strategy transitioned from Alternative Beta in 2019.
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5 Year Cap Weighted Risk-Return (as of June 30, 2023) 

Note: All performance reported net of investment expenses and annualized. Public Equity 
benchmarks are net of taxes. 
Risk measures are calculated using monthly returns.
1 The Multi-Factor strategy transitioned from Alternative Beta in 2019.
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Cap Weighted Risk Summary (as of June 30,2023)



Global Public Equity Annual Program Review Agenda Item 5e, Attachment 1, Page 14 of 24 

14

Factor Weighted Segment (as of June 30, 2023)

Note: All performance reported net of investment expenses and annualized unless noted 
otherwise. Public Equity benchmarks are net of taxes. 
Risk measures are calculated using monthly returns.
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5 Year Factor Weighted Risk-Return (as of June 30, 2023)

Note: All performance reported net of investment expenses and annualized 
unless noted otherwise. Public Equity benchmarks are net of taxes. 
Risk measures are calculated using monthly returns.
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Factor Weighted Risk Summary (as of June 30, 2023)
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Program Evaluation
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Key Initiatives | Fiscal Year 2023-24
• Deploy capital to further diversify active equity strategies and 

efficiently capture the equity risk premium

• Continue to refine the strategy search process to improve the 
opportunistic deployment of capital

• Collaborate with Sustainable Investments to develop INVO's Net 
Zero by 2050 Strategy

• Collaborate across Capital Markets teams to implement Strategic 
Alliance work

• Participate in the evaluation and selection of analytical systems 
aimed to improve Capital Markets’ and Total Fund’s base capabilities
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Integration of Governance and Sustainability
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Governance & Sustainability | Proxy Voting & Corporate Engagement

• During FY 22-23 voted 9,054 meetings covering 88,983 individual voting/ballot items
• Voted “against” 768 directors globally (Nominating/Governance Committee Members) at companies where staff identified diversity concerns 

related to board composition (voted “against” 133 directors in FY 21-22)
• Engaged 400+ companies on executive compensation, corporate board diversity, climate change, investor rights, human capital management
• Continued to support shareholder proposals that are aligned with CalPERS’ Governance & Sustainability Principles (GSPs)



Global Public Equity Annual Program Review Agenda Item 5e, Attachment 1, Page 21 of 24 

21

Governance & Sustainability | U.S. Executive Compensation Votes

• In addition to voting against 49% of say-on-pay proposals in FY 22-23, CalPERS voted “against” 1,392 compensation 
committee members, holding them accountable for poor pay-for-performance alignment (voted “against” 1,342 
directors in FY 21-22)



Global Public Equity Annual Program Review Agenda Item 5e, Attachment 1, Page 22 of 24 

22

Governance & Sustainability | Corporate Board Diversity Cohorts

• 79% of companies engaged since July 2017 have since added at least one diverse director to their boards. Excluding 
delisted, acquired, and bankrupt companies, 90% of companies engaged have added at least one diverse director to 
their boards
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Governance & Sustainability | Climate Risk Oversight
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Governance & Sustainability | Event Driven Engagements: Human 
Capital Management

Staff systematically monitors the market for emerging issues which may affect portfolio companies’ ability to create 
value, and initiates engagements as appropriate in alignment with CalPERS’ Governance & Sustainability Principles.

Child Labor Issues

• Staff contacted 12 portfolio companies (represented market value of $9.5 billion) with recent allegations of child labor issues

• The companies noted that violations were tied to “third-party” vendors in company supply chain

• Staff emphasized to companies the need for improved oversight of their supply chains

• Staff will continue to monitor the companies leading into the 2024 proxy season and will consider voting against board members in cases 
where there is no discernable progress

Freedom of Association

• Staff engaged 10 companies on freedom of association/labor related issues with pending shareowner proposals

• In 2023, staff voted on 11 freedom of association/labor related shareowner proposals
o CalPERS supported all 11 proposals which were aligned with our Governance & Sustainability Principles
o Engaged 10 of the 11 companies
o One proposal passed with 52% support (Starbucks)
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