It's The Liabilities, Stupid! 
Consultants Must Alter Their Advice 
- 06/10/2010    
Trustees and consultants need to shift their attention from yearly returns and focus more on meeting liabilities Ronald Ryan, ceo for New York-based Ryan ALM, said at the 5th Annual Illinois Public Employee Retirement Systems Summit held in Chicago last week. 
Ryan further noted that, in large part, Illinois funds have been looking at asset allocation in a strategic manner. As a result, allocations have remained largely static and returns flat. Illinois plans may not be able to dig themselves out of the hole by the end of the fiscal year but they are in a position to consider a more tactical allocation approach focusing on long-term liabilities, he said. 
The room was silent as Ryan delivered explanations of common investment terms such as alpha and beta, and ultimately touted his firm's Custom Liability Index as a means to more accurately measure returns over liabilities. Notably, Ryan's firm builds turnkey indices designed to measure fund liabilities. 
Trustees and their consultants listened politely and gave Ryan light applause before Timothy Schoolmaster, president of the Evanston (Ill.) Police Pension Fund's board and conference co-chair took the stage to speak about accounting regulations and investment policy. 
Between meetings, consultants and trustees were much more animated. "He's absolutely right," said one trustee who requested anonymity, referring to Ryan's observations. "You've got all these funds following consultants and half of them don't know what they're doing." 
One consultant, who also commented on a non-attribution basis, echoed the trustee. "I've got a lot of respect for Ron [Ryan]," the consultant said. "This business has been dominated by consultants for way too long and that's the real problem." 
No one was ready to "turn the ship around" less than 30 days before the end of the fiscal year but it's clear trustees at some of the state's public pension funds are sharpening their knives and looking askance at their consultants. 
 

