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Today’s Agenda

▪ Investment Menu Structure &  Managers

– Current

– Approved So Far

▪ Remaining Investment Manager Searches

– Summary of Decisions and/or Recommendations

– Overview of Process

– Asset Class Candidates and Analysis

• Capital Preservation

• Inflation Protection (TIPs vs Multi-Asset)

• Active Core Plus Fixed Income

• Active SMID Cap Core

▪ Appendix
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Tier 2

Cost Aware (4-7) 
Tier 3

Active Tier 

Tier 1

Asset Allocation  (1)

Tier 3

Engaged (7-9) 

Current Investment Options in 403b Plan 

Target Date Funds
T. Rowe Price Retirement Funds (AIG)

Great-West Lifetime Funds (Empower)

Small/Mid Cap Index
Vanguard Mid Cap Index (AIG) 

Vanguard Selected Value (AIG)

Vanguard Small Cap Institutional (AIG)

Vanguard Mid Cap Index (Emp)

Large Cap Index
Vanguard Institutional Index (AIG) 

Vanguard Windsor II Admiral (AIG)

iShares S&P 500 Index (Emp)

Capital Preservation 
Fixed Interest Option (AIG)

Great-West Portfolio Fund (Emp)

Small/Mid Cap
JP Morgan Mid Cap Growth (AIG)

Janus Henderson Triton (AIG)

Columbia Select Mid Cap Value (Emp)

T. Rowe Price Mid Cap Growth (Emp)

Delaware Small Cap Core (Emp)

International Equity
American World Growth & Income (AIG)

American Funds EuroPacific Growth (Emp)

Fixed Income
Western Asset Core Plus Bond (AIG)

Pioneer Bond (Emp)

Large Cap 
Alliance Bernstein Large Cap Growth (AIG) 

American Funds Fundamental Inves. (AIG)

MFS Large Cap Value (Emp) 

Putnam Growth Opportunities (Emp) 

Parnassus Core Equity (Emp)

Fixed Income Index
Vanguard Total Bond Market (AIG & 

Empower)

International Equity Index
Vanguard Developed Markets Index (AIG)

Fidelity International Index (Emp)
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Tier 3

Active Tier

Tier 1

Asset Allocation (1)

Tier 2

Cost Aware (4 or 5)
Tier 3

Engaged (5 or 6)

Approved Investment Structure for 403b and 457 Menus

Target Date Funds
T. Rowe Price Target Retirement

Capital Preservation

Fixed Income

Inflation Protection

Key Beliefs:

A) Offer investments to cater to novice, cost-aware, and engaged investors

B) Be thoughtful about active vs. passive offering in each asset class based on market efficiency

C) Consolidated lineups with broader mandates can lead to better participant outcomes
D) Professional asset allocators may be better positioned than participants to construct 

efficient portfolios

Large Cap Index
BlackRock S&P 500 Index

SMID Cap Equity

International Equity
GQG Partners International Opportunity

Inflation Protection
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Investment Manager Searches
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Summary of Investment Manager Decisions/Recommendations

Fund Category Commentary

Capital Preservation
Limited offerings based on recordkeeper availability

- Review AIG & Great West funds

Inflation Protection TIPs Only (Vanguard) vs. Multi-Asset Approach (PIMCO)

Active Core Plus Fixed Income Baird and PIMCO are both suitable choices

Active SMID Cap U.S. Equity

Boston Trust SMID Cap

-Reasonable fees

-Strong Performance and long track record

-High conviction strategy
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Identifying Top Managers Using Qualitative and Quantitative Metrics

Depth and Stability

▪ Ownership structure

▪ Compensation policies

▪ Professional turnover

▪ Succession planning

▪ Business focus

▪ Level of assets

▪ Culture of organization

▪ Alignment of interests

▪ Ethical standards

Consistent and Deep Approach

▪ Consistent investment 

philosophy

▪ Repeatable process

▪ Strong research capabilities

▪ Demonstrated knowledge

▪ Adherence to style

▪ Attribution matches style

▪ Proper risk management

Legitimate and Repeatable

▪ In line with style

▪ Attribution analysis

▪ Understanding of underperformance

▪ Results not driven by a “home run”

▪ Composite construction

▪ Performance dispersion
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Manager Research Process

Manager Visit

▪ We ask the 
questions

▪ Listen to the 
answers

Pre-meeting

▪ Discuss key issues

▪ Set the agenda

▪ Share with manager

Initial inputs

▪ News flow

▪ Quantitative Rating

▪ Portfolio analysis

▪ Intro Meetings 

Rating 
Discussion

▪ Full airing of issues 
with consultants 
and specialists

Post Meeting

▪ Do they do what 
they say they do?

▪ Rating 
recommendation

Implementation of 
Research

▪ Meetings

▪ Manager selections

Rating Sheet

▪ Review and update

▪ Share with manager

Global Manager
Monitor Database

On-going Monitoring

▪ Communications with Consultants & Clients 

▪ Quarterly Reviews

1
2

3
4

5
6

7
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Capital Preservation



Aon |  Retirement and Investment

Fairfax County Public Schools | November 2022

Investment advice and consulting services provided by Aon Investments USA, Inc., 10

Stable Value Summary
Firm/Product Details AIG Great West

Firm Ownership 100% Public Owned
Indirect and wholly owned subsidiary of Great-West 

Lifeco, Inc, which is owned by the Power Corporation of 
Canada.

Strategy Inception 1/98 9/19

Guarantee Provider Credit Ratings (S&P) A+ AA

Vehicle Group Annuity Contract Group Annuity Contract

Current Crediting Rate 2% 1.55%

Minimum Crediting Rate 1% 1%

General Account/Separate Account General Account General Account

Plan Sponsor Liquidation Terms MV adjustment or BV over 5 years MV adjustment or BV payout over 1-5 Years

Capital Preservation

YTD 1 Year 3 Year

AIG 1.00% 2.00% 2.00%

Great West 0.77% 1.60% 1.68%

Trailing Performance as of 6/30/2022
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Inflation Protection
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Asset Classes for Inflation Protection

Asset Class

Over the

Short-Term

Over the

Long-Term Comments

Equities - ++ Expected return > inflation

Nominal Fixed Income -- + New issuance and floating rate 

notes are expected to perform best

Inflation-Linked Bonds 

(TIPS)

+ +++ Explicit hedge when held until 

maturity

Commodities +++ ++ Inflation shocks likely driven by 

supply / demand imbalances 

REITs

(Real Estate Equities)

- ++ Return characteristics are often 

dominated by equity beta, but could 

have higher sensitivity to inflation

Inflation Protection
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Inflation Protection Manager Search Overview

▪ Aon recommends including an inflation protection option in the Fairfax 403(b) line-up. At the May 

meeting the committee requested to see passive options. Aon has also included some active 

offerings for comparison.

▪ Aon has profiled 2 inflation protection managers for the committee's consideration

▪ Additional information including performance, characteristics, and alternative managers considered 

is included on the following pages

Firm Product

Vanguard TIPS Fund

Pacific Investment Management Co, LLC (“PIMCO”) PIMCO Inflation-Response Multi-Asset Fund

Inflation Protection
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Inflation Protection – Asset Breakdown
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PIMCO Vanguard

Breakdown by Asset Class

US TIPS Global ILBs Commodities Currencies REITS Precious Metals

*The sector breakdown as sourced from PIRMX Fund Fact Sheet included Non-Index Exposures valued at -12%.  This has been removed, and the remaining 

percentages multiplied by a factor of .894 to achieve a total sum of 100%.

Inflation Protection
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Inflation Protection – Candidate Summary
Firm/Product Details PIMCO Vanguard

Firm Ownership

100% Owned by Allianz Asset Management of 

America L.P. 100% Publicly Owned

Firm AUM / Product AUM $1.8T/$4.1B $6.7T/$36.7B

Strategy Inception 8/31/2011 06/29/2000

Vehicle Mutual Fund - PIRMX Mutual Fund – VAIPX

Expense Ratio 0.69% 0.10%

Minimum $1M $50,000

Preferred Benchmark Inflation Response Index Bloomberg US TIPS Index

Number of Holdings 713* 50^^

Considerations PIMCO Vanguard

Strengths

• Leverages specialist expertise of PIMCO across asset 

classes to offer a 3% to 4% tracking error active 

exposure to several liquid asset classes

• PIMCO has sizeable scale and a long history managing 

TIPS and commodity mandates

• Can produce positive returns in non-inflationary 

environments

▪ History of being the low-cost provider and leader in 

passive space

▪ Extensive resources and low tracking error

Considerations
• More complexity and actively managed fee levels ▪ Exposure is less diversified

Inflation Protection Candidates
Standard Deviation Tracking Error

Fees Aon Rating

10 Year 10 Year

PIMCO 7.75 7.78 0.69% Buy

Vanguard 5.10 5.39 0.10% Buy

Consumer Price Index 1.05 0.00

Inflation Protection
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Inflation Protection – Performance Overview

5 Year Historical Stats

Trailing Performance

Calendar Year Performance

Inflation Protection
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Active Core Plus Fixed Income
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Core Plus Manager Search Overview

▪ Aon recommends consolidating active fixed income into a single core plus fixed income manager 

that invests in investment grade and high yield fixed income

⁃ Currently invested in Western Asset Core Plus Bond (AIG) and Pioneer Bond (Emp)

▪ Aon has profiled two core plus fixed income managers for the committee's consideration

▪ Additional information including performance, characteristics, and alternative managers considered 

is included on the following pages

Firm Product

Baird Baird Core Plus Bond

Pacific Investment Management Co, LLC (“PIMCO”) PIMCO Core Plus – Total Return Full Authority

Fixed Income
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Core Plus– Candidate Summary
Firm/Product Details Baird PIMCO

Firm Ownership
95% Employee Owned

5% Other Ownership
Majority owned subsidiary of Allianz Asset Management

Firm AUM / Product AUM $128.5bn/$34.6bn $2.2Tn/$154.6bn

Strategy Inception 10/2000 3/1971

Vehicle Core Plus Bond Core Plus – Total Return Full Authority

Expense Ratio 30 bps 46 bps

Minimum $10,000 $1m

Preferred Benchmark Bloomberg US Universal Bloomberg US Aggregate

Number of Holdings 1,630 7,401

Considerations Baird PIMCO

Strengths

▪ Highly experienced senior team

▪ Disciplined process focusing on holding a yield 

advantage to the benchmark (overall portfolio 

remains fairly conservative). 

▪ Leverages experienced teams at PIMCO and seeks to add value both 

from macroeconomic views as well as bottom-up credit selection

▪ PIMCO has sizeable scale as a fixed income manager and a long history 

managing across fixed income sectors

▪ Fairfax is already utilizing PIMCO within their 457 plan.

Considerations
▪ The strategy is particularly attractive for mutual 

fund investors due to a 30-bps expense ratio.
▪ Significant use of derivatives and highly complex underlying investment 

strategy

Core Plus Candidates

Standard 

Deviation
Tracking Error Up Market Capture

Down Market 

Capture Fees
Aon 

Rating
10 Year 10 Year 10 Year 10 Year

Baird 5.10 1.57 110.39 102.69 0.30% Buy

PIMCO 4.88 1.08 98.93 99.36 0.46% Buy

Blmbg. Barc. U.S. Agg. 4.77 0.00 100.00 100.00

Fixed Income
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Fixed Income
Core Plus Candidate Managers
Historical Performance & Stats as of September 30, 2022

5 Year Historical Stats

Trailing Performance

Calendar Year Performance
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Core Plus Batting Average Scorecard as of September 30, 2022

Rolling 3-year comparisons measure percentage of outperformance relative to benchmark or peer group over the last 20 quarterly rolling 3-year periods
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Core Plus – Portfolio Comparison

¹Sourced from the investment managers or eVestment Alliance

²Managers have flexibility to use leverage in these strategies; sectors as of June 30, 2022

Fixed Income

Core Plus        As of June 30, 2022

Baird PIMCO

Bloomberg 

US 

Aggregate Baird PIMCO

Bloomberg 

US 

Aggregate

Portfolio Characteristics Credit Quality

Average Quality A AA AA AAA 45.5% 61.8% 73.3%

Effective Duration (Years) 6.22 5.49 6.44 AA 3.7% 9.1% 3.1%

Yield to Maturity 4.48% 5.15% 3.72% A 13.1% 5.7% 10.7%

Average Maturity (Years) 8.28 6.96 8.60 BBB 33.4% 12.6% 12.7%

Number of Holdings 1,441 8,001 12,563 <BBB 3.9% 10.8% 0.0%

NR 0.4% 0.0% 0.2%

Baird PIMCO

Bloomberg 

US 

Aggregate Baird PIMCO

Bloomberg 

US 

Aggregate

Sector Allocation Maturity

Government 17.3% 29.0% 40.3% <1 Year 3.5% 0.0% 0.9%

Government Related/Agency 0.1% 7.5% 4.7% 1-3 Years 17.9% 27.9% 21.1%

Municipals - Tax Exempt 0.0% 0.4% 0.7% 3-5 Years 18.6% 24.3% 16.2%

Municipals - Taxable 1.6% 0.0% 0.0% 5-7 Years 17.7% 11.0% 17.1%

Investment Grade Corporates 48.4% 22.7% 24.1% 7-10 Years 23.3% 28.2% 26.9%

High Yield Corporates 3.6% 0.0% 0.0% >10 Years 18.9% 8.7% 17.8%

Preferred Stock 0.0% 1.0% 0.0%

Securitized 29.0% 38.2% 30.2%

Other 0.0% 1.3% 0.0%

Portfolio Characteristics
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Active U.S. Small/Mid Equity
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Small/Mid Cap Manager Search Overview

▪ In the May meeting, the Committee reviewed the Plan’s investment structure and discussed 

consolidating small/mid cap US equity into one smid cap core manager 

▪ Currently invested in JP Morgan Mid Cap Growth (AIG), Janus Henderson Triton (AIG), 

Columbia Select Mid Cap Value (Emp), T. Rowe Price Mid Cap Growth (Emp), Delaware 

Small Cap Core (Emp)

▪ Aon has profiled two small/mid cap core managers for the committee's consideration

▪ Additional information including performance, characteristics, and alternative managers considered 

is included on the following pages

Firm Product

Boston Trust Walden Company (“Boston Trust”) Boston Trust SMID Cap Fund

William Blair Investment Management, LLC (“William Blair”) William Blair SMID Core Fund

Growth
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Small/Mid Cap – Candidate Summary
Firm/Product Details Boston Trust William Blair

Firm Ownership
98% Employee Owned

2% Other
100% Employee Owned

Firm AUM / Product AUM $14.9bn/$2.1bn $79.6bn/$1.9bn

Strategy Inception 1/2010 6/2017

Vehicle Mutual Fund Mutual Fund

Expense Ratio (Gross/Net) (0.91%/0.75%) (1.22%/0.95%)

Minimum $100,000 $0.5m/$1m

Preferred Benchmark Russell 2500 Russell 2500

Number of Holdings 74 87

Considerations Boston Trust William Blair

Strengths

• Focuses on companies with sustainable business models at 

a reasonable valuation.

• Strategy has been tested through multiple market cycles

• Outperformed over 1/3/5-year timeframe with a reasonable 

expense ratio and low downside capture 

• Large firm with global resources across asset classes 

• Experienced asset manager with significant institutional asset 

base

Considerations
• Slightly more concentrated portfolio 

• Less favorable recent up market capture
• Short track record

• Higher investment fees

SMID Cap Candidates
Standard Deviation Tracking Error Up Market Capture

Down Market 

Capture Fees
Aon 

Rating
2 Year 2 Year 2 Year 2 Year

Boston Trust 17.86 8.04 89.19 75.73 0.75% Buy

William Blair 22.11 4.26 106.69 92.13 0.95% Buy

Russell 2500 Index 21.60 0.00 100.00 100.00

Growth
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U.S. SMID Cap Candidate Managers
Historical Performance & Stats as of September 30, 2022

2 Year Historical Stats

______________

* William Blair SMID Cap Growth Fund shown to demonstrate manager’s ability to generate value in the SMID cap space

Trailing Performance

Calendar Year Performance

Growth

Update Returns and 

stats for 9/30
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SMID Batting Average Scorecard as of September 30, 2022

Rolling 3-year comparisons measure percentage of outperformance relative to benchmark or peer group over the last 20 quarterly rolling 3-year periods
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U.S. SMID Cap Candidate Managers
Portfolio Characteristics as of June 30, 2022

Growth
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Legal Disclosures and Disclaimers

Investment advice and consulting services provided by Aon Investments USA Inc. (“Aon Investments”). The information contained herein is 

given as of the date hereof and does not purport to give information as of any other date. The delivery at any time shall not, under any 

circumstances, create any implication that there has been a change in the information set forth herein since the date hereof or any 

obligation to update or provide amendments hereto. 

This document is not intended to provide, and shall not be relied upon for, accounting, legal or tax advice. Any accounting, legal, or taxation 

position described in this presentation is a general statement and shall only be used as a guide. It does not constitute accounting, legal, 

and tax advice and is based on Aon Investments’ understanding of current laws and interpretation. 

Aon Investments disclaims any legal liability to any person or organization for loss or damage caused by or resulting from any reliance 

placed on that content. Aon Investments reserves all rights to the content of this document. No part of this document may be reproduced, 

stored, or transmitted by any means without the express written consent of Aon Investments. 

Aon Investments USA Inc. is a federally registered investment advisor with the U.S. Securities and Exchange Commission. Aon 

Investments is also registered with the Commodity Futures Trading Commission as a commodity pool operator and a commodity trading 

advisor and is a member of the National Futures Association. The Aon Investments ADV Form Part 2A disclosure statement is available 

upon written request to:

Aon Investments USA Inc.

200 E. Randolph Street

Suite 700

Chicago, IL 60601

ATTN: Aon Investments Compliance Officer

© Aon plc 2022. All rights reserved.


