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Hello Milwaukee County Retirees, 

I hope everyone is staying safe and healthy during the pandemic. The RPS team is 

continuing to work remotely to process incoming requests and staffs’ spirits are high. 

We are disappointed that we could not host an Annual Pension Board meeting 

presentation this year in April due to social distancing requirements so we have brought 

some of the information to you! 

In this edition of the Communicator, we feature some information that would have 

been presented at the Annual Pension Board meeting including remarks from the 

Pension Board Chairman and an update on the performance of the pension fund’s 

investments from the Pension Board’s Investment Consultants.  

When social distancing requirements are lifted, we hope to reschedule the Annual 

Pension Board Meeting; however, we do not yet know when that will be. We look 

forward to being able to serve our members in person but understand that it may be 

some time before we are able to. Thank you for your patience at this time.  

Please do not hesitate to contact us if you have any questions. 

Stay safe, 

Erika Bronikowski 

Page 1 

From the Desk of the Director 

In this edition: 

From the Desk of the Director, Page 1 

Pension Fund Market Value, Page 2 

New Retirees, Page 2 

Member Deaths, Page 2 

Pension Fund Performance, Pages 3-4 

Letter from Pension Board Chairman, Pages 5-6 

Upcoming Check Disbursement 
Schedule 

April 30 July 31 
May 29 August 31 

June 30 September 30 



Congratulations to Our Newest Retirees! 

April 2020 
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In Memoriam 
Please keep the families of these recently deceased retirees in your thoughts: 

Marleen Baumann Genevieve  Haefner Dennis Ligman Janice Porter 

Steven Berstein Bernice Herman Claire Lindsey Vanessa Simmons 

Barbara Day Lauree Jefferson Patricia Lutomski Mary Wdowczyk 

Anthony Erato Ted Kormuth Beatrice Manthy Mackie Westbrook 

Maria Esparza Barbara Krzoska Ronald Menningen Cheryl Wormet 

Lorraine Graham Brenda Lathan Jimene Mulholland Janice Zamsky 

Contact Information 

Retirement Plan Services 

In the Milwaukee area: 414-278-4207, 

option 0 

Toll Free: 877-652-6377   

Email: ers@milwaukeecountywi.gov 

Life & Health Benefits 

Phone: 414-278-4198    

Email: benefits@milwaukeecountywi.gov

Page 2 

 Cynthia Archer  Brian Beutin  Michael Kasal  Frank Rabenberg 

 Barbara Barnes  Marjorie Gleeson  Ricky Norris 

Total Fund Composite $1,641,700,090 

Fixed Income Composite $374,744,955 

US Equity Composite $330,701,887 

International Equity Composite $218,620,445 

Hedged Equity Composite $140,776,870 

Real Estate Composite $177,222,478 

Infrastructure Composite $167,195,388 

Private Equity Composite $200,271,471 

Total Cash Equivalents $32,166,596 

Market Value of Pension Fund: 

Period Ending  February 28, 2020 



To: Milwaukee County Employees’ Retirement System  

From: Marquette Associates, Inc. 

Date: April 20, 2020 

Re: Annual Meeting Communication – Pension Fund Performance 

First and foremost, we hope this note finds each reader safe and healthy. While we as 

investment consultants concern ourselves greatly with movements in financial markets, it is 

important for us to remember that our work takes a distant backseat to those working to keep 

us all safe and healthy during this difficult time in our shared history. It is because of the 

unprecedented changes to our daily lives during this health crisis that we are sending this 

communication to you in written form, rather than our usual in-person presentation at the 

annual meeting. We hope that by next year, we are once again sharing this information with 

you, in-person, to a full audience! 

2019 Recap 

The first quarter of 2020 began with markets setting new record highs and ended in the 

middle of one of the most severe economic downturns in history. Coming into 2020, many 

market prognosticators were confident that the U.S. economy was on stable footing and that 

stock markets were poised to extend the post-financial crisis bull market into a twelfth straight 

year. Most risk assets logged a banner year in 2019 and the Pension Fund was the beneficiary, 

registering a gain of almost +16% for the year with assets totaling just above $1.74 billion. 

Fund Initiatives 

2019 saw significant consistency across the course of the year in terms of the underlying asset 

allocation and manager lineup to the Pension Fund. At the beginning of the year, The TCW 

Group was selected as the Fund’s new emerging market bond manager, capping off several 

Portfolio Asset 

Class

Portfolio 

Target Weight

2019 

Return

Fixed Income 23.0% 9.5%

U.S. Equity 23.0% 27.4%

Non-U.S. Equity 15.5% 20.9%

Hedge Funds 8.5% 15.9%

Real Estate 10.0% 3.8%

Infrastructure 10.0% 13.8%

Private Equity 10.0% 11.7%

Total 100% 15.9%

1 Year 3 Year 5 Year 10 Year

MCERS Pension Fund 15.9% 9.5% 7.5% 8.2%

Benchmark Performance 14.8% 8.1% 6.6% 7.7%

Annualized Performance as of December 31, 2019 (net-of-fee)

2019 2018 2017 2016 2015

MCERS Pension Fund 15.9% -2.3% 16.1% 7.0% 2.3%

Benchmark Performance 14.8% -3.8% 14.4% 7.6% 1.2%

2014 2013 2012 2011 2010

MCERS Pension Fund 5.4% 15.4% 11.2% 0.3% 12.2%

Benchmark Performance 5.3% 15.0% 10.8% 1.0% 12.5%

Calendar Performance (net-of-fee)

Page 3 



changes to the asset allocation that were approved in 2018. This new asset class was part of 

an overall risk reduction effort, converting a portion of the Fund’s riskier emerging market 

equity allocation to more conservative emerging market debt.  

For the balance of the year, we spent a significant amount of time working with the Investment 

Committee and the Pension Board to address the future of the Fund’s allocation to the private 

equity asset class. Unlike more liquid investments, a private equity program requires 

significant maintenance to ensure a stable allocation, without taking outsized risks. After a 

considerable planning effort, the Board issued three private equity RFPs in the fall and four 

new managers were ultimately selected. We believe the incredibly thorough process led to 

excellent selections and look forward to watching these new managers shape the Fund’s 

private equity program for years to come. 

2020 Update 

The first quarter of 2020 has taken a decidedly different tone, making the strong returns and 

positive outlook of 2019 seem like a distant memory. The sudden stop in economic activity in 

order to combat the spread of COVID-19 has caused severe dislocations in financial markets, 

bringing about the fastest bear market in history.  

In response, the federal government 

has enacted unprecedented stimulus 

measures in order to help businesses 

and individuals bridge the gap until 

our society can resume some sense of 

normalcy. Off this news, and some 

signs that our social distancing 

measures have helped slow the 

spread of the virus, markets have 

staged an impressive recovery since mid-March. As a result, investors like the Pension Fund 

have recouped a fair amount of their losses from earlier in the quarter, yet maintain balances 

significantly below year-end. Early estimates point to the Pension Fund contracting 

somewhere in the range of -10% to -12% for the first quarter of the year. 

While no amount of preparation can completely insulate investors from the sort of sudden 

economic stop we are currently facing, we remain confident that the diversification present in 

the Pension Fund has helped cushion the blow. Each underlying investment manager 

maintains a strong business and after ensuring the safety of the invested dollars first, will look 

to capitalize on market dislocations to help the Fund emerge from this crisis in a strong 

financial position. Together with the investment committee and the Pension Board, we will 

continue to closely monitor how the Fund responds to this evolving crisis, and hope that the 

early signs of positive news we have all recently begun to receive will accelerate into the 

summer.   
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Chairman’s Letter: April 2020 

To The Members, Retirees, and Stakeholders: 

The unprecedented global event produced by COVID-19 will likely inflict significant economic risk that 
requires re-evaluation of objectives, expectations, and assumptions. Since the March 23, 2020 low in 
financial markets, there has been a 25% recovery to the February 19, 2020 highs in the S&P and Dow 
Jones respectively. However, markets remain more than 25%  lower than all-time highs.  Reaching 
previous market highs would require a 53.85% return to fully retrace and recover losses from trough to 
peak.  

The Milwaukee County Employees Retirement System ended 2019 with a Market Value of $1.733B- 
representing a 15.2% return for the year. The Market Value of $1.523B as of April 16, 2020 reflects a net 
decline in asset value of (-12.5%)- results of Q1. 

Substantial Monetary and Fiscal Stimulus has been authorized and issued.  Approximately $4.5T has 
been injected with potentially an additional $2T in the months to come. Continued economic fallout will 
reduce revenue levels and threaten the ability of state and local governments to afford higher pension 
cost.   A long economic recovery on Main Street may drag on Wall Street performance. The hope is for a 
speedy, full recovery, and accelerating growth. Nevertheless, we remain under order of Wisconsin 
Governor Evers to exercise “Safer at Home Order” until May 26, 2020 

In 2019 MCERS paid roughly $200M in retirement benefits. Benefits paid are equivalent to 100% of the 
Annual Payroll used for calculating retirement benefits.  As this reflects, every dollar earned by employees 
“theoretically” covers benefits paid to retirees. In the case of Milwaukee County, contributions have 
increased 50% over the past decade.  Benefits are actually paid from plan assets, contributions by 
employer and employee and investment returns.  Recent evidence demonstrates increasing contributions 
are necessary from employers and active employees, as investment returns have not only exhibited 
volatility over the past decade, but return forecasts are projected lower.  According to the Wisconsin 
Policy Report sponsor and active employee contributions are estimated at $98M for the 2020 Budget.  

Investment returns have accounted for 65% of annual contributions, but because of increased liabilities, 
lower value of assets, and investment shortfalls, Milwaukee County is contributing a larger percentage 
each year for the past ten years, and is foreseeable that the trend will persist over the next decade. 
Analyst forecast 1% lower returns over the next decade, thus  
pension affordability ratios can worsen significantly because of combined cost hikes and revenue 
stagnation.  The following are a few factors that must be considered if the recommendations produced by 
the Retirement Sustainability Task Force 2018 (RST) are to be achieved: 
(https://county.milwaukee.gov/files/county/county-executive/Retirement-Sustainability-Docs/RSTFinalRep
ort.pdf) 

● Rising pension affordability, limited ability to increase revenues, impact on service levels and
balance sheet restructuring.

Based on Horizon Capital Market Assumptions, our Asset Allocation Targets forecast ten-year  returns at 
approximately 6.25%, substantially below our current rate of 7.5% and below the actuary 
recommendation of 7%.  Lower return forecasts indicate the need for higher risk and therefore risk of 
shortfall, or higher contributions. The average assumed rate of return as determined by Pew Trusts is 
7.3%. Hence, we must also assess our allocation and risk strategy to minimize the impact of lower 

Page 5 

https://county.milwaukee.gov/files/county/county-executive/Retirement-Sustainability-Docs/RSTFinalReport.pdf
https://county.milwaukee.gov/files/county/county-executive/Retirement-Sustainability-Docs/RSTFinalReport.pdf


investment returns and effect on our funded ratio.  Changing the assumed rate of return can actually 
strengthen the plan's financial sustainability by reducing the risk of earnings shortfalls. But for each 
benefit there is a cost, and in this case higher liabilities and higher contributions 

The above indicates our need for proactive planning, an increased emphasis on risk management and 
risk policy and tools that deliver a plan that is sustainable.  This objective is achieved through a 
commitment to reducing balance sheet liabilities, increasing plan funding ratio toward 100%, and 
minimizing shortfall risk with lower assumed rate of return.  The considerations by Public Plans to address 
the deteriorating balance sheet and rising costs include:  adjustment to plan to extend liabilities or a 
greater risk and allocation to risky assets” (Mckinsey Global Institute Analysis).  These factors require 
Plan Sponsors to reevaluate their “funding policy” on a forward-looking basis. As the State Pension 
Funds Reduce Assumed Rate of Return Report states: “ultimately policymakers need to structure 
retirement systems to ensure fiscal sustainability throughout economic cycles, so members receive 
benefits as promised”-  

According to Willis Towers Watson: “organizations with effective retirement plan governance are better 
equipped to manage potential retirement plan risks, protect against fiduciary liabilities and capture 
opportunities to improve structures, strategies and metrics”.  The Pension Board and Retirement Plan 
Services office has taken steps to address the above challenges and are working to implement additional 
steps to provide safe and sound solutions to our Members. Some of the things we have accomplished 
include: 

● Completion of Board Governance Charters and Policies
● CEM Benchmarking to Improve Customer Experience and Service
● Retirement Plan Services Strategic Planning
● Board Effectiveness Self-Assessment (Proposed)
● Continuing Education with Chartered Alternative Investment Analyst: Fundamentals of

Alternatives Program
● Hiring four additional alternative investment managers through a concluded RFP lead by our

Investment Consultant

We recognize that good governance is critical to every organization and we are committed to improving 
the quality and service we provide to the members.  Inasmuch, we are prioritizing additional activities that 
we believe enhance the effectiveness of the Board and help us achieve our aim of a Sustainable 
Retirement Plan that pays the final benefit to our 13000 members as promised.  This goal is only 
achieved if all stakeholders engage in difficult analysis of plan options, contribution policy, and investment 
assumptions. There are also fiscal options that should be discussed with the Sponsor that allows the plan 
to restructure and increase investments that support local growth. 

Thanks for the opportunity to serve and welcome comments and input in our continued effort to provide a 
retirement plan for Milwaukee County Employees and Retired Members. 

Grace and Peace,  

Michael S. Harper Trustee (Chairman) 
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