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NeMar ket Unf unded

Val ue Commit ment

Riverside Credit Solutions FD I, LP 25,200,587 17,746,522
RPEP Energy Opportunistic Institutional Partners 37,822,622 3,795,156
Sixth Street Agriculture Partners |, LP 44,642,395 58,300,358
Sixth Street Growth Partners |, LP 198,819,958 151,003,986
Si x$thr Geo wRdr t n€ rAy [ - 200,000,000
Sixth Street Opportunities Partners IV, LP 83,496,011 28,709,953
Si x$thr ©Opportubartti ?werAd | - 125,000,000
Sixth Street SSLE Il (USD Feeder) 32,804,264 93,871,615
Sixth Street TAO Partners, LP 234,211,889 107,279,418
SJC Direct Lending Fund I 1 38,261,315
SJC Direct Lending Fund 111 137,146,227 23,671,042
SJC Direct Lending Fund Il Co-Invest G-llI 41,274,136 0
SJC Onshore Direct Lending Fund IV — SMRS, LP 105,750,428 143,931,268
SM/TCP, LP 10,242,853 36,298,477
Social Network Holdings 196,303,425 5,590,289
Specialty Loan Fund IlI 2,198,388 5,812,365
Sprott Private Resource Lending (US), LP 6,551,385 95,415,574
Sprott PRL(M), LP 1,005,507 24,006,633
Sprott PRL(M-Co-Invest), LP 150,622 25,000,000
Structured Credit Recovery Fund IV 125,729,253 147,962,518
Sycamore Partners Ill, LP 46,887,942 50,608,818
Terra Co-Investment 50,644,470 14,000,000
TICP CLO Partners I 38,690,580 1,480,904
TICP CLO Partners lli 65,852,450 33,345,666
TPG Rise Climate | - 250,000,000
Turnbridge Capital Partners I, LP 52,494,486 5,347,068
Turning Rock Fund I, LP 57,955,757 16,319,293
Turning Rock Fund Il 15,061,541 59,938,459
Vida Insurance Credit Opportunity Fund I 102,619,310 8,213,972
Warwick (SMRS) Co-Invest, LP 35,822,353 2,089,081
Warwick Partners IlI 57,787,440 2,017,706
TotRdaRlet uarnmn@pportuni stic $12, 205, 09948967, 693, 9
Short-Term Investments & Other 165,471,483

Gramat $12, 370, $4,507, €

* Fund of Funds

* *Newommi t ment
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EXECUTIVE SUMMARY

Overview

Defined Contribution (DC) plans are participant led investments. The role of the Bureau of
Investments is to offer a sufficient range of investment options which will allow participants
enough choice to diversify their individual retirement accounts and construct portfolios that
reasonably span the risk/return spectrum. To this end, the Plans may be comprised of at
least one investment option from the categories below.

Investments Options

Tier I: Target Date Funds and Passively Managed Index Funds
Target Date Funds (TDFs) are the default option for plan participants. Each TDF seeks to
achieve its objective by investing in a set of underlying index funds representing various
asset classes. Over time, the allocation to asset classes and funds change according to
a predetermined "glide path" which will become more conservative as it approaches the
target retirement date.

Passively Managed Index Funds are comprised of low-cost index funds which seek to
replicate the performance of a variety of cash, bond and stock indices with very little
tracking error and at a low fee.

Tier Il: Actively Managed Funds
These are funds actively managed by investment managers in an attempt to outperform
various cash, bond and stock indices over the long term (5+ years).

Tier llI: Self Directed Brokerage Account — Non-Core Options
TD Ameritrade provides access to a broad range of investment choices including
individual stocks, bonds, CDs, over 100 commission-free ETFs, and more than 13,000
mutual funds—including more than 2,100 no-load, no-transaction-fee (NTF) mutual funds.

SOM Plans 12/31/21 12/31/20
State of Michigan 401(k) $8,967 $7,782
State of Michigan 457 2,088 1,980
Pension Plus 401(k) & 457 1,911 1,430
EAA 12 12
Total $12,978 $11,204

(% in millions)

*Loan Fund $192M as of 12/31/21




Investment Selection

The selection of each investment option for the Plans is based on the prudence standards
set by the Governing Documents and applicable law, with flexibility built-in to allow a
search to take full advantage of strategic opportunities. The search will focus on finding
opportunities which are tailored to the Plans’ specific needs. The BOI, in consultation with
the Office of Retirement Services (ORS), will establish search criteria that aligns with the
purpose and objective an investment option is seeking to attain. Due diligence will be
completed with the goal of selecting a plan that, in the totality of circumstances, offers fair
and reasonable investment options for the Plan participants.

With respect to Tier Il investments, the universe of available options is extensive. Since
the selection of investments is directed solely by the participants which elect the Tier IlI
option, the State does not provide any criteria for selecting or monitoring these non-core
investment options.

Michigan DC Plan Efficient Frontier
Target Date & Select Core Funds Plotted
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Source: State Street as-of December 31, 2021
Plan Update

On November 23, 2021, Voya announced the acquisition of Tygh Capital Management
(TCM). TCM will be the new managers for the Voya Small Cap Growth Fund. The transition
will occur over the first quarter of 2022 with the name to remain the same, Voya Small Cap
Growth Equity Fund.

Market Environment and Outlook

The financial markets broadly delivered an upbeat 2021 fourth quarter, with strong gains
among the major U.S. equity indexes and decent returns among international developed
market equities. By contrast, emerging market equities and fixed income assets generally
struggled. While the market trajectory was upward, the path through the quarter was bumpy.



Investors expressed concerns about rising prices and wages, fading fiscal stimulus, and
looming monetary tightening by the Federal Reserve. Strong consumer balance sheets and
easy access to credit have supported consumer demand, but supply chain bottlenecks and
labor market frictions have constrained output and propelled prices higher. Inflation is now at
levels last seen in the 1980s, and the Fed has accelerated its plans to raise interest rates in
2022.

Despite several retrenchments, the S&P 500 index gained 11.03% for the quarter. The
Bloomberg U.S. Aggregate Bond index, a broad market gauge, was about flat, returning
0.01%; the yield on the widely watched 10-year U.S. Treasury note also was flat. By contrast,
the Bloomberg Commodity index lost 1.56%.

S&P 500 companies have been able to pass through rising prices to consumers; as a result,
earnings growth should be solid in 2022, if not as spectacular as in 2021. Equity markets
should have room to absorb modestly higher interest rates. Funding costs remain at record
low levels and strong fundamentals should help insulate credit-sensitive debt instruments
from rising rates.

The U.S. economy has had a bumpy recovery with higher than expected inflation but is still
on strong footing as we enter 2022, and further progress on the pandemic at home and
abroad will continue to be a tailwind for the global economic recovery. The labor market
rebound is under way with the January unemployment report showing surprising labor market
strength. This upside surprise, coupled with a more hawkish Fed’s stance, pushed 10-year
Treasury yields past 2% in February 2022.

Update on SECURE Act 2.0

Bills in both the House and the Senate aim to build on the SECURE Act passed in 2019. This
legislation is called Securing a Strong Retirement Act and is nicknamed SECURE Act 2.0.
There is enough bipartisan support for most of these measures to become law before the end
of this year.

In addition to expanding coverage and increasing retirement savings, the sweeping SECURE
Act 2.0 also allows hardship withdrawals in cases of domestic abuse and simplifies and
clarifies retirement plan rules. Provisions included in SECURE Act 2.0 include:

¢ Increases in RMD Age- under current law, participants are generally required to begin
taking distributions from their retirement plans at age 72, an increase ushered in by the
SECURE Act. SECURE Act 2.0 increases the RMD age further to 73, starting on
Jan. 1, 2022; to 74 starting on Jan. 1, 2029; and to 75 starting on Jan. 1, 2032.

e Expands Auto-Enrollment in Retirement Plans- the bill requires 401(k) and 403(b)
plans to automatically enroll participants when they become eligible; employees may opt
out of coverage. The initial automatic enroliment amount is at least 3% but no more than
10%, then each year that amount is increased by 1% until it reaches 10%. All current
401(k) and 403(b) plans are grandfathered. There is an exception of small businesses
with 10 or fewer employees, new businesses (i.e., have been in business for less than
three years) church plans and governmental plans.



Higher Catch-Up Limits at age 62, 63, 64 - under current law, employees who have
turned 50 are permitted to make catch-up contributions under a retirement plan. The limit
on catch-up contributions for 2021 is $6,500, except in the case of SIMPLE plans, for
which the limit is $3,000. The Act increase these limits to $10,000 and $5,000 (both
indexed), respectively, for individuals who have attained ages 62, 63 and 64, but not
age 65.

Student Loan Payments and Employer Matching - the SECURE Act 2.0 permits an
employer to make matching contributions under a 401(k) plan, 303(b) or SIMPLE IRA with
respect to “qualified student loan payments.” The provision is intended to assist
employees who may not be able to save for retirement because they are overwhelmed
with student debt and missing out on available matching contributions.

Boosts Small Employer Pension Plan Startup Credit - makes changes to the credit by:
increasing the startup credit from 50% to 100% for employers with up to 50 employees,
and except in the case of defined benefit plans, an additional credit would be provided.
The amount of the new credit generally would be a percentage of the amount contributed
by the employer on behalf of employees, up to a per-employee cap of $1,000.

Allows CITs in 403(b) Plans - under current law, 403(b) plan investments are generally
limited to annuity contracts and mutual funds. This limitation cuts off 403(b) plan
participants, generally employees of charities and public educational organizations, from
access to collective investment trusts (CITs), which are often used by 401(k) plans due to
their lower fees. The bill permits 403(b) custodial accounts to invest in collective
investment trusts.

Opens the Door for ETFs in Variable Annuities - SECURE 2.0 directs the Treasury
Department to update regulations to facilitate the creation of a new type of ETF that is
“insurance-dedicated.” Treasury regulations have prevented ETFs from being widely
available through individual variable annuities. ETFs cannot satisfy the regulatory
requirements to be “insurance-dedicated.”



SMRS
Defined Contribution Strategies

12/31/21
QDIA (% in Millions)
12/31/21 12/31/20
Total Target Date Fund $3,665 $2,869 28.2% $0.55
Tier | Index Funds
State Street S&P 500 Index Fund $1,966 $1,559 $0.13
State Street Bond Market Index Fund 1,145 1,049 0.20
State Street Global All Cap Equity ex-U.S. Index Fund 876 792 0.45
State Street S&P Mid Cap Index Fund 806 675 0.20
BlackRock Government Short-Term Investment CL F 225 243 0.56
BlackRock S&P Small Cap 600 Equity Index CL F 192 144 0.25
BlackRock Emerging Markets Index CL F 131 138 0.69
Total Tier | Index $5,341 $4,600 41.2% $0.24
Tier Il Active Funds
Stable Value Fund $1,224 $1,256 $2.22
Dodge & Cox Stock Fund 706 556 4.15
Jennison Large Cap Growth Fund 637 596 2.83
American Funds EuroPacific Growth R6 340 353 4.60
Artisan Mid Cap Fund 188 194 6.63
Voya Small Cap Growth Equity Fund 164 168 3.30
T. Rowe Price Mid-Cap Value Fund 148 115 6.30
PIMCO Total Return | Fund 120 133 4.70
Virtus Ceredex Small-Cap Value Eq | 81 61 6.50
Prudential High Yield Fund 50 37 3.76
Total Tier Il Active $3,657 $3,469 28.2% $3.56
Tier lll
Total Self Directed Brokerage Account $315 $266 2.4% NA
Total Defined Contribution Assets $12,978 $11,204 100.0% $1.26

*Loan Fund $192M as of 12/31/21

NOTE: Totals may not be exact due to rounding.
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