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Diversity in the Management of Investments: Introduction

Investments Branch definition of Diversity

We believe
diversity of experience, background, skills, gender, race,
culture and all the ways people can differ from one another —
visibly and not — produces a diversity of thought
that leads to better decision-making and better results.

We are
committed to measuring and managing our progress
In educating, attracting, hiring, developing, promoting, paying,
partnering with and investing in a diverse array of practitioners
within CalSTRS and across the financial markets. 2


Presenter Notes
Presentation Notes
Diversity is a core value of CalSTRS and complemented by Investments definition of diversity.
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Diversity in the Management of Investments: AB 890

Committee action Iltems: AB 890 definitions

Objective regarding
participation of
Emerging Manager Diverse Manager  emerging and diverse managers
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&I



Presenter Notes
Presentation Notes
AB 890 requires the Board to: define the terms "emerging manager" and "diverse manager” and objectives regarding participation of emerging manager and diverse managers



Diversity in the Management of Investments: AB 890

AB 890 Overview

Contract Date.
Based on contracts that the system enters into on and after January 1, 2022

Commencement Date.
March 1, 2023; and annually thereafter

Sunset Date.
March 1, 2028


Presenter Notes
Presentation Notes
The Investments Branch, with the support and in collaboration with the Enterprise, is leading an “Implementation Plan” to meet the requirements of legislative assembly bill 890.

AB 890 requires CalSTRS to deliver an annual report to legislation with specific information of its emerging and diverse managers.

AB 890 requires CalSTRS Board to define:
the terms "emerging manager" and "diverse manager”. 
objectives and initiatives regarding participation of emerging and diverse managers. 

To date, staff has plans to propose that the terms “emerging manager” and “diverse manager” are not synonymous. 

The proposed definitions were developed with the research and input from peer institutional investors, stakeholder groups, consultants, and emerging managers. 

In addition, there were numerous focused discussions conducted by staff to address the essence and spirit of AB 890.



Diversity in the Management of Investments: AB 890

Reporting requirements

Current: Volunteer New: AB 890

Name of each emerging or diverse manager

Definition of emerging manager by asset class

Amount managed by each emerging or

Minimum qualfications to be an emerging diverse manager

manager within the portfolio

gl

Process of considering investments with

Year the emerging or diverse manager was
emerging managers

first engaged or contracted

i

Total amount allocated by the system in

Aggregated total assets under management by
applicable asset class

emerging managers

Total amount of the asset class in the system’s
investment portfolio

© © e ©
]

Activity completed within the emerging manager
pnrﬂﬂtﬁ,n .

gl


Presenter Notes
Presentation Notes
Current bill, AB 890, reporting requirements include more specific details than was mandated under SB 294 and CalSTRS current voluntary reporting. 

 For example, SB 294 reporting requirement did not include: the name specific emerging managers; the term “diverse manager;” the year these managers were first engaged, the total amount allocated by the system to the applicable asset class or the total amount of the asset class in the system’s investment portfolio


Diversity in the Management of Investments: AB 890

Emerging Manager vs. Diverse Manager

Emerging Diverse

Manager Manager

Definition varies Definition same
across asset classes . across all asset classes

Based on Based on
Investments Stage Firm Ownership
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Presentation Notes
The proposed definitions were developed with the research and input from peer institutional investors, stakeholder groups, consultants, and emerging managers. 

In addition, there were numerous focused discussions conducted by staff to address the essence and spirit of AB 890. 

In sum, we believe the definitions are relevant and peer aligned.

CalSTRS currently has a definition for “emerging manager”, and it is asset class specific. 

CalSTRS does not have a definition for “diverse manager”. 

As proposed, “emerging manager” and “diverse manager” terms are not synonymous. However, there may be some managers who identify as both. 


Diversity in the Management of Investments: AB 890

Emerging Manager

Ranges between Variation of Track Record,
$1.5 Billion to < $5 Billion Maximum of 50 % Investor Advisor Registration Status

Variation of 1t — 5% institutional Entity with
funds; separate accounts; joint Corporation Tax
ventures; and vehicles |dentification ’


Presenter Notes
Presentation Notes
CalSTRS Investments proposes the term “emerging manager” continue to be based on minimum qualifications addressing:  
the amount of assets under management; 
fund lifecycle of funds; 
firm legal structure; 
non-employee ownership percentage; 
and other various factors including track record, registration status. 

The minimum qualification thresholds may vary across asset classes for reasons related to the nature of respective asset classes 



Diversity in the Management of Investments: AB 890

Emerging Manager definition

Global Fixed
Equity Income
AUM
< $5 Billion < $5 Billion
Lifecycle
N/A N/A
Ownership

Maximum 50% Maximum 50%

(Non-Employee)

Legal Structure Entity with Corporate

Tax |dentification

Entity with Corporate
Tax ldentification

Other

Registered investment

advisor or must qualify for
registration exemption

Registered investment
advisor or must qualify
for registration exemption

Risk Mitigating
Strategies

< $2 Billion

N/A

Maximum 50%

Entity with Corporate
Tax Identification

<3-year track record

Private
Equity

= $1.5 Billion

1st — bth institutional
funds; [Co-Investments w/
emerging managers|

Maximum 50%

Entity with Corporate
Tax Identification

Private Placement
Memorandum for the
investment being raised

Real
Estate

< $2 Billion (Gross)

for all clients

1st — 3rd institutional
funds/SA/JV; Latest Fund
Offering(s). <$500M equity
with targeted sirategies

Maximum 50%

Entity with Corporate
Tax Identification

N/A

Inflation
Sensitive

< $3 Billion

1st, 2nd, or 3rd time
vehicle < $1.5B

Maximum 50%

Entity with Corporate
Tax Identification

Private Placement
Memorandum for the
investment being raised


Presenter Notes
Presentation Notes
The minimum qualification thresholds may vary across asset classes for reasons related to the nature of respective asset classes 

For instance [verbally provide examples; Note where SISS, Innovative fits in  – overarching across asset classes (will add more here later]


Diversity in the Management of Investments: AB 890

Diverse Manager definition

Substantially Diverse
Afirm that is 25% to 49% owned by women, ethnic
minority group, and/or a person of the LGBTQ community

Majority Diverse
A firm that is 50% or more owned by women, ethnic
minority group, and/or a person of the LGBTQ community


Presenter Notes
Presentation Notes
Applying CalSTRS Investments’ definition of diversity as a compass, Staff identified three core demographics (i.e., gender, ethnicity, sexual orientation) as diversity identifiers in forming the definition. 


Diversity in the Management of Investments: AB 890

Implementation plan

Develop Seek Launch Deliver
Proposed Definitions: CalSTRS Investment DEI Manager Survey AB 890 Report to
=Emerging Manager Committee Approval of Legislature

=Diverse Manager Proposed Definitions

=QObjective
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Presenter Notes
Presentation Notes
To meet the requirements of AB 890, CalSTRS Investments developed an implementation plan composed of five key deliverables as outlined below. CalSTRS Investments, Public Affairs, Legal and Communications are working together to complete the implementation deliverables.

To comply with reporting requirements of AB 890, CalSTRS will survey its managers within the Investment portfolio. Survey participation will be on a voluntary basis. Applying CalSTRS Board-approved definitions of “emerging manager” and “diverse manager”, survey participants will self-identify accordingly


Investment Committee
Agenda Item 4b — Open Session — Information Item

Diversity in the Management of Investments
Annual Progress Report



Diversity in the Management of Investments: Annual Progress Report(2

Pivotal milestones

Diversity Implemented 5-Year Business Plan,
integrated into Long Term Strategic Plan,
CalSTRS Investment Policy Annual Progress Reports and
and Managfment Plan Gnllabnrat.ive Model

1989 2022

® ©® ® @

2002 - 2003 2011 - 2021

Allocated first Expanded “DIMI" Released 8™
commitment to across all Annual Progress
emerging managers asset classes Report(@
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Footnotes: (a) 2021 Diversity in the Management of Investments Annual Report Progress Report reflects data ending and activities completed in calendar year 2021.


Presenter Notes
Presentation Notes
The purpose of this item is to provide the Board:
 with a purview of the upcoming May IC item related to CalSTRS DIMI Strategy

Also, highlight some of the milestones and key activities from the past decade

In May – the Branch's Investment Diversity Officer, LaShae Badelita,  will discuss”

a current diversity related legislative reporting mandate, AB 890 (we will need the Board to vote on certain definitions)

our most recent annual diversity progress report, 

diversity strategic roadmap, 



Diversity in the Management of Investments: Annual Progress Report(2

Key highlights

Industry External Industry Internal Talent Investments Corporate
Events Advisory Boards Management Programs Board Diversity
. - - o -
CalSTRS Beyond Talk CFA Institute DEI Code Diverse Staff Inflation Sensitive Thirty Percent Coalition
100+ attended Assisted in development Composition committed capital to 250 engaged,;
new emerging manager 127 women appointed
CalSTRS and CalPERS
Diversity Forum
~ 400 attended

14
Footnotes: (a) 2021 Diversity in the Management of Investments Annual Report Progress Report reflects data ending and activities completed in calendar year 2021.


Presenter Notes
Presentation Notes
Our 8th annual diversity report (or 2022 annual report), encompasses accomplishments completed in calendar year 2021. 

The report is compartmentalized into three pillars: 

Internal Investments Branch – 
as we believe Workforce diversity brings advantages to organizations through increased profitability, enhanced creativity, stronger governance and problem-solving abilities.

Portfolio Company Engagement – 
as Diversity is crucial to companies’ long-term financial success. Along with our investment industry partners, we continue to influence global markets by steering changes in board and workforce diversity.

Portfolio Management – 
We remain committed to nurturing our relationships with emerging managers and diverse managers within the industry.



Diversity in the Management of Investments: Annual Progress Report

Internal staff diversity
Investments Branch - Total Staff Count: 212
95 107

| :ggb
9D
i
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Footnotes: (a) 2021 Diversity in the Management of Investments Annual Report Progress Report reflects data ending and activities completed in calendar year 2021.


Presenter Notes
Presentation Notes
An example activity of our internal diversity efforts under pillar “Investment Internal Branch”: 
We closely track, monitor and report the diversity composition of our internal team by gender, ethnicity and age. 

As of December 2021, the Investments Branch total staff count was 212. 
Of the 212, 95 (or 45%) self identified as female gender. 
Of the 212, 107 (or 50%) self identified as ethnically diverse.

Additional Stats -  Investments Female Gender by Classification (denominator Total Branch 212): 
5 (or 2%)      CIO, DCIO and Investment Directors 
17 (or 8%)     APM and Portfolio Managers 
22 (or 10%)   Investment Officer III, CEA(b)    
16 (or 8%)     Investment Officer II 
10 (or 5%)     Investment Officer I 
25 (or 12%)   Administrative support 

Additional Stats - Investments Ethnically Diverse by Classification (denominator Total Branch 212):
4 (or 2%)       CIO, DCIO and Investment Directors 
24 (or 11%)   APM and Portfolio Managers 
26 (or 12%)   Investment Officer III and CEA(b) 
24 (or 11%)   Investment Officer II 
14 (or 7%)     Investment Officer I  
15 (or 7%)     Administrative support 

Additional Stats -  Investments Female Gender by Classification (denominator Total Classification varies, see below): 
5 (or 45%)     CIO, DCIO and Investment Directors (11)
17 (or 25%)   APM and Portfolio Managers (68)
22 (or 50%)   Investment Officer III, CEA(b)    (43)
16 (or 41%)   Investment Officer II (39)
10 (or 43%)   Investment Officer I (23)
25 (or 89%)   Administrative support (28)

Additional Stats - Investments Ethnically Diverse by Classification (denominator Total Classification varies, see below):
4 (or 36%)     CIO, DCIO and Investment Directors (11)
24 (or 36%)   APM and Portfolio Managers (68)
26 (or 59%)   Investment Officer III and CEA(b)  (43)
24 (or 62%)   Investment Officer II (39)
14 (or 61%)      Investment Officer I (23) 
15 (or 54%)   Administrative support (28)

Additional Stats -  Investments Female Gender by Classification (denominator Total Female 95): 
5 (or 5%)     CIO, DCIO and Investment Directors 
17 (or 18%)   APM and Portfolio Managers 
22 (or 23%)   Investment Officer III, CEA(b)    
16 (or 17%)   Investment Officer II 
10 (or 11%)   Investment Officer I 
25 (or 26%)   Administrative support 

Additional Stats - Investments Ethnically Diverse by Classification (denominator Total Ethnicity 107):
4 (or 4%)     CIO, DCIO and Investment Directors 
24 (or 22%)   APM and Portfolio Managers 
26 (or 24%)   Investment Officer III and CEA(b)  
24 (or 22%)   Investment Officer II 
14 (or 13%)      Investment Officer I 
15 (or 14%)   Administrative support 

CalSTRS Investments continues to make efforts in recruiting a diverse workforce as via the Collaborative Model. 
As we bring more assets internally, the number of Investments Branch staff increases. 

This significant growth emphasizes the importance of attracting, recruiting and retaining high quality, diverse staff. 

We use innovative solutions to build an inclusive culture that will continue to draw the best talent from the investment industry. 

For example, the FY 2021/2022 Investments Branch Business Plan , most if not all asset classes committed to ensuring there is a diverse pool of candidates during their respective recruitment of open staff positions. 





Diversity in the Management of Investments: Annual Progress Report

Board diversity engagement

Thirty Percent Coalition “Adopt a Company” Campaign - Total Company Engagements: 250

127

|
\\N

65

il

62
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Footnotes: (a) 2022 Diversity in the Management of Investments Annual Report Progress Report reflects data ending and activities completed in calendar year 2021.


Presenter Notes
Presentation Notes
To give you an example activity of our external  diversity efforts under pillar “Portfolio Company Engagement”: 
CalSTRS Investments continued to promote gender diversity on corporate boards through its engagements with coalitions of aligned investors. 

For instance, CalSTRS has been a member of the Thirty Percent Coalition  since [year]
As of December 2021, the Coalition is composed of CalSTRS, 40 other institutional investors, and 12 treasurers and comptrollers, and has more than $8 trillion in assets under stewardship. 
The coalition encourages companies with one or zero women board members to embrace diversity to secure needed skill sets for long-term strategy and business plans.

Specifically, in 2021 specifically, the Coalition engaged 250 companies. 
Of those 250 engagements, 127 companies appointed women to their boards. 
Of those 127 appointments, 65 companies, with all male board in most cases, appointed women for the first time
Of those 127 appointments, companies appointed women for second time

Since the 2012 launch of Thirty Percent Coalition, 517 companies appointed at least one woman to their boards since the campaign. 




Investment Committee
Agenda Item 4b — Open Session — Information Item

Diversity in the Management of Investments
Strategic Roadmap



Clarity

Map the range of
current activity on
Diversity, Equity and
Inclusion

Diversity in the Management of Investments: Strategic Roadmap

Core Objectives

Priorities
Identify the areas of
focus, sequence &

coordination across
the portfolio

Relevance

Establish
opportunities where
CalSTRS has
capacity and potential
impact on sustainable @
risk & return

Implementation

Plan delivery of key
components, with
reporting and
targets integrated
Into strategies

18


Presenter Notes
Presentation Notes
In July 2021, CalSTRS Investments received the Investment Committee’s support of the Strategic Roadmap for the Diversity in the Management of Investments Strategy. 

The Purpose of the Strategic Roadmap is a guide towards the production and implementation of CalSTRS Investments Long-Term Diversity Strategic Plan (covering 2022 and beyond).

The purpose of the Long-Term Diversity Strategic Plan is to: 
formalize the programs and initiatives that CalSTRS Investments currently has in place and 
set forth new goals that continues to embrace, expand and deepen impact of diversity within the investment management of the CalSTRS investment portfolio. 

The Strategic Roadmap has four core objectives with underlying guided actions.  

The four Core Objectives are:
Clarity: Internal assessment
Priorities: Assessment of Tested and Best Practices of our Peers
Relevance:  Identify opportunities to include in Long term diversity strategic plan and 
Implementation: Determine key milestones and KPIs as appropriate
 
Progress to Date. CalSTRS Investments has completed Core Objectives one (Clarity) and two (Priorities). Subsequently, Core Objective three (Relevance) is underway.



Diversity in the Management of Investments: Strategic Roadmap

Definition of
Diversity

Diversity integration
into Investment
Policies

Leadership on
collaboration and
standards

Observations to date

©

Staff training and
educational platforms

Broad total fund/asset
class activity and
innovation

Publication of

Annual Progress
Report

15


Presenter Notes
Presentation Notes
As mentioned, CalSTRS Investments has completed Core Objectives one (Clarity) and two (Priorities). 

Which offered the team to: 
1. Map the range of current activity on DEI and 
2. Gain insight of industry best practices from external parties and potentially incorporate

As a result of this internal and external assessment, our perspective of our Diversity in the Investment Management strategy is on par with our peers. Diversity, symbolized by the lightbulb, has been applied in many regards.
We have a CalSTRS Investments definition of Diversity
We have integrated diversity into our Investment policies – including the CalSTRS Investment Policy and Management Plan, 
We have collaborative leadership in all regards to our DEI
We have enterprise, total fund, and asset class activities – including emerging manager investments, mentor/intern programs
We have promising staff training
We also, as we discussed earlier, continue to publish an annual report noting our DEI activity and progress made. 

We look forward to making progress on Core Objectives 3 and 4 where we will build on existing DIMI priorities, goals and measurements of progress

Lastly, as of May 1, we CalSTRS is a signatory to CFA – which [add more here]
Code Background
Led by the CFA Institute, CalSTRS collaborated with a working group to develop the CFA Institute’s Draft Voluntary DEI Code for the Investment Profession in the United States and Canada for Public Consultation. Additionally, in September 2021, CalSTRS  published a letter of support of the Code as it sets DEI standards of implementation and reporting within the investment industry. As large asset owners expand their efforts around DEI across the industry and underscore its importance for investment returns, the Code supports a fundamental call to action of disclosure, transparency and accountability practices needed to advance DEI for asset owners, investment managers and the overall investment space.
 
 What is the Code, Implementation Guidance and Reporting Framework
The Code outlines six Principles to drive greater  DEI within the investment industry and is designed to foster a metrics-based commitment from signatories with the principles underpinned by the Implementation Guidance and Reporting Framework.
 
Principle 1: Pipeline —We commit to expanding the diverse talent pipeline.
Principle 2: Talent Acquisition — We commit to designing, implementing, and maintaining inclusive and equitable hiring and onboarding practices.
Principle 3: Promotion and Retention — We commit to designing, implementing, and maintaining inclusive and equitable promotion and retention practices to reduce barriers to progress.
Principle 4: Leadership — We commit to using our position and voice to promote DEI and improve DEI outcomes in the investment industry. We will hold ourselves responsible for our firm’s progress.
Principle 5: Influence — We commit to using our role, position, and voice to promote and increase measurable DEI results in the investment industry.
Principle 6: Measurement — We commit to measuring and reporting on our progress in driving better DEI results within our firm. We will provide regular reporting on our firm’s DEI metrics to our senior management, our board, and CFA Institute.
 
Benefits of the Code Signatory 
Signatory Flexibility: Allows CalSTRS to define current state of DEI efforts 
Guidance: Provides key principles for CalSTRS to implement in order to drive improvement from a realistic foundation
Effectiveness: Provides a metrics -based reporting framework to produce meaningful results
 
Signatory Requirements
As a signatory, CalSTRS Investments will complete an annual reporting framework to measure our progress on the six aforementioned principles. 
CalSTRS first reporting is due May 1, 2023. 
The first reporting round will serve as an establishing a ‘baseline’ initially – while subsequent reporting will then serve as a “checking progress’ exercise that can help drive changes in approaches to all aspects of people processes.  
Measuring DEI will be regularly re-assessed over time as results can fluctuate as expectations increase and practices evolve.
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