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Performance

» Higher than peer median

» Compounding at higher than peer
returns adds significant value:

> Approximately $10.8 billion in
excess value compared to
median returns over the past
ten years

> Added an estimated S1.3
billion to the FY-2027 budget

» For every year sooner the
Funds become fully funded, a
projected $3.5 billion is added
to the budget annually

SMRS
(9/30/25) 1-Year 3-Years 5-Years 7-Years 10-Years
Annualized
Returns 10.2% 11.6% 11.2% 9.5% 9.9%
Policy
Benchmark 12.1% 14.8% 11.0% 10.0% 10.3%
Peer Median

10.2% 12.0% 10.0% 8.6% 9.1%

Returns*

*State Street Peer Universe greater than $10 billion




Portfolio

9/30/25

> $119.4 billion AUM
» $16.6 billion Unfunded Commitment

> $450 million new commitments
during the September 2025 quarter

> $1.7 billion net of contributions over
the past year were paid out by the
combined systems

Real Estate & Short Term

Infrastructure 4.4%
8.1% Domestic
Equity
Real Return & 21.6%
Opportunistic
9.0%
Absolute
Return
9.7%

Private Equity
20.5%

Fixed Income

11.7% International

Equity
15.0%



Asset Allocation

MPSERS . MPSERS o
e OPEB

Domestic Equity 22.3% 21.0% 13% - 27% 17.2% 16.0% 10% - 20%
Private Equity 20.6% 16.0% 13% - 27% 20.8% 16.0% 13%-27%
Intl. Equity 15.3% 14.0% 10% - 20% 12.4% 11.0% 7% - 13%
Long Term Fixed 10.1% 15.0% 10% - 20% 21.0% 26.0% 20% - 30%
Absolute Return 9.4% 13.0% 7% - 18% 11.3% 15.0% 10% - 20%
Real Return & Opp. 9.3% 9.0% 5% - 15% 7.3% 7.0% 5% - 15%
Real Estate & Infra 8.6% 8.0% 5% - 15% 5.6% 5.0% 5% - 15%
Short Term Fixed 4.4% 4.0% 1% - 8% 4.4% 4.0% 1% - 8%
Total 100% 100% 100% 100%

* MPSERS, MSERS, MSPRS Pensions and MSERS & MSPRS OPEBs
** MPSERS & MJRS OPEBs and MJRS Pension



Plan Liquidity

Net Benefit Payments

SMRS Combined Net Benefit Payments (S millions)

» 2012 State of Michigan initiated a program to
fund OPEB plans

» FY 2023 State of Michigan initiated several
one-time additional contributions:

> S1 billion into MPSERS

» $140 million due to change in MPSERS payroll
growth methodology

» $100 million into SPRS

» Notable future changes in contributions:

» MPSERS OPEB is funded; ~ $700 million less
in contributions needed

» Aon/GRS project $3.2 billion net outflow in
Fiscal Year 2026
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Plan Liquidity

Net Benefit Payments

>

$3.5 Billion in risk assets, primarily Domestic
Equity, sold over the past 12 months

Net Benefit Payment $1.7 billion

Increased allocation to Long-Term Fixed
Income by $1.9 billion

Almost no change to the Short-Term Fixed
Income

Sources and Uses of Cash
October 2024 — September 2025

—_

$2,000

$400

10/1/24 Short-Term Cash Balance: $5,219
9/30/25 Short-Term Cash Balance: $5,208

Net Short-Term Cash Decrease: $11

$395

$326 $370 -
Absolute
Return Private D i I .
Equity Equity Equity

Real Estate &  Real Return &
Infrastructure  Qpportunistic

-$1,728
-$1,867 Net Benefit
Fixed Income Payments




New Commitments

July 1, 2025 - September 30, 2025

Commitment

Asset Class  Fund Name / Managed By ($ Millions)

Private Equity

Khosla Ventures IX, LP (Khosla Ventures Associates IX, LLC) 50

TPG Healthcare Partners IlI, LP (TPG Healthcare Partners Ill Management, LLC) 50

Menlo Ventures XVII, LP (MV Management XVII, LLC) 20
Menlo Inflection IV, LP (Menlo Inflection IV GP) 15

Khosla Ventures Seed G, LP (Khosla Ventures Seed Associates G, LLC) 12.5

Real Estate and Infrastructure

TPG Real Estate Credit Opportunities, LP (TPG Capital) 40

Total $450




Defined Contribution Plan

Senior Investment Manager
Lan H. Chen, CFA, CAIA



Agenda

> Defined Contribution Plan Overview
Bureau of Investments

» IndexPlus Multi-Asset Fund
State Street Investment Management



Defined Contributions, Trusts & Agencies

Team of 4, with oversight responsibilities and active management of over $32 billion in assets.

DC Oversight:

» Keep up to date on 401K regulation, guidelines and industry trends
» Underwrite QDIA: target date glide path

» Continuous review of managers in investment lineup

» Research potential additions/ consolidation of funds

» Annual review of fees

» Recommend to the SMIB changes to the investment manager lineup

* Morningstar analyst rate over 50 college 529 savings plans nationally and MESP is awarded the Silver honor.

DC Plans State Non Pension

Assets
$18.8 billion Assets

Annual TDF glidepath $3.2 billion

and asset allocation Manage diversified
study multi-asset portfolios

MESP*/ MAP

$10.7 billion

Annual glidepath and asset
allocation study




Meeting the Evolving Needs of Participants

Convergence of public and private markets theme in institutional investments crosses over to defined
contribution platforms.

Market Environment Evolving Participant Needs Innovative Structures in DC

( | ( Growing dependence of | (
Fewer listed companies defined contributions as Evergreen funds
primary retirement vehicle
& J . J N\
( A 4 A (
Growth in private capital Increased longevity Interval funds




Michigan Investment Options

DC plans are participant led investments. The investment lineup offers a sufficient range of investment

options to allow the participants to diversify their individual retirement accounts and construct portfolios that
reasonably span the risk/return spectrum.

Tier | Funds $18.8 Billion in Assets across 19 Investment Options

BlackRock
Government State Street Bond State Street S&P Sta_te S SEELHEE SR
Mid Cap Index Small Cap €600
Short-Term Market Index Fund 500 Index Fund .
Fund Equity Index Fund
Investment Fund
SELDISL BlackRock State Street
Global All Cap =
Equity ex-U.S. Emerging Markets Target
Index Fond Index Fund Retirement Funds . .
Tier Il Activ
Tier Il Funds

Self-Directed Brokerage Account

Tier |: TDF & Indexed Funds, 77%

SDBA



Current Range of Investment Options

Spanning the risk/ return spectrum.

10 Year Historical Returns and Standard Deviations
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Retirement Planning Perspective

Investment objectives shift from maximizing growth in assets in the accumulation phase of retirement planning
to capital preservation and sustainable income in the decumulation phase.

10 Year Historical Returns and Standard Deviations

(as of 6/30/2025)
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2016: Why Invest in High Yield

Generate above average interest income and enhanced risk adjusted returns

Reduce interest rate sensitivity

* Provide diversification to an equity heavy lineup

10%
@ Active Equities @ Active Bonds @ Balanced Fund @ High Yield
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Change in Landscape

Retirement investing risks have shifted since 2016, with inflation, market volatility, and interest rate changes
now posing greater challenges to retirees.

Inflation

Interest Rates

Market Volatility

Longevity and Healthcare Costs

Maturity in DC Solutions

Relatively low and stable, averaging
~1.3% annually

Near historic lows

Post 2008 recovery, relatively calm
markets with steady growth

Longevity risk was a known concern,
but healthcare inflation was
manageable

Private markets limited to institutional
investors due to high minimumes,
illiquidity and operational complexities

Inflation risk has intensified, peaking
at 9% in 2022 and remains elevated

Rates have risen sharply

Geopolitical tensions, inflation fears
and tech sector corrections

Medical costs have outpaced general
inflation and retirees are living longer

Evergreen funds offer continuous
deployment and scheduled liquidity
windows

Erodes purchasing power

Increasing bond yields but also
increasing volatility

Unpredictable swings, sequence of
returns risk more acute

Increasing need for sustainable
income and long-term care planning

Democratization of access to private
markets, allowing participants access
with simplified onboarding and layers
of liquidity



Modernizing Defined Contribution Portfolios

BlackRock estimates that over an employee’s working lifetime, the addition of private assets could deliver an
incremental 50bps in annual returns. Compounded over 40 years this translates into 14.5% more money,

enough to fund nine more years of retirement?.
10 Year Historical Returns and Standard Deviations

(as of 6/30/2025) 20%

Efficient Frontier

IndexPlus Multi-Asset Fund

15%

Offers diversified sources of return SSIM S&P 500

Similar risk/return position as high yield,
but with added alpha potential

More inflation protection to preserve purchasing power

Aligps with the State of Michiggn per}sio.n sys.tem’s long- Prudential High Yield e . SSIM IndexPlus Multi-Asset Fund ) .
standing investment strategy of investing in private markets 5%
SSIM Retirement Fund

Lower cost

20% 15% 10% 5%
Risk

10%

uiniay

SSIM Bond Market

0%
0%

-5%

Larry Fink’s 2025 Annual Chairman’s Letter to Investors: The democratization of investing.
SSIM IndexPlus Multi-Asset Fund has back tested data using SSIM indices returns, Apollo AAA portfolio historical returns and are gross of fees. 10
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