
 

 
 
 

        

 
Agenda Item 11 

MEETING DATE: March 15, 2023 
 
SUBJECT:  Investment Manager Recommendation - International 

Developed Small Cap 
 
                                                                      Deliberation                 Receive 
SUBMITTED FOR:       Consent           X     and Action                  and File 
 

 
RECOMMENDATION 
 
Approve an investment of approximately $100 million with Acadian Investment Management 
(Non-U.S. Small Cap Value Equity Strategy) and authorize the Chief Executive Officer to 
execute necessary documents and agreements; and authorize Staff to determine the most 
effective method for transitioning assets and execute any necessary documents or agreements 
to effectuate the transition of assets. 
 
PURPOSE 
 
This item complies with SCERS’ Growth asset category Investment Policy Statement 
implementation protocols for public equity investment managers to have Staff and Consultant 
perform due diligence and make investment manager recommendations to the Board for 
consideration and final approval.  
 
BACKGROUND 
 
The investment objectives of the International Developed Small Cap Equity sub-asset class, 
which is a component of International Equity within the Global Equity asset class, and resides 
within the Growth asset category, include the following: 
 

• Enhance total fund performance 
• Invest in a diversified portfolio of international equity securities, across investment styles 

and market capitalizations, through externally managed strategies  
• Earn net returns in excess of equity index benchmarks, primarily from the selection of 

investment managers  
• Maintain reasonable levels of aggregate risk, as measured through standard deviation 

and tracking error. 

Board of Retirement Regular Meeting 
Sacramento County Employees’ Retirement System 
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The structure for SCERS’ Global Equity asset class and International Equity are presented 
below.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
At the September 2022 Board meeting, the Board approved initiating a manager search for the 
Developed Small Cap segment of the International Equity sub-asset class, within the Global 
Equity asset class. The Small Cap segment of International Developed Markets equity has a 
10% target allocation, or approximately $200 million. The segment is entirely actively managed, 
split evenly between a growth-oriented manager (William Blair) and a value-oriented manager. 
The search is being conducted to fill the value-oriented segment of the allocation due to the 
recent termination of Mondrian Investment Partners, with a target allocation of $100 million for 
the manager being recommended.    
 
MANAGER SEARCH SUMMARY 
 
For the search, Staff and Verus performed extensive due diligence, which included screening 
the manager universe through investment manager databases and leveraging Verus’ resources 
to help construct an initial list of potential candidates. Staff and Verus reviewed manager 
information sourced from both investment manager databases and received directly from 
managers. Staff and Verus conducted multiple rounds of interviews with potential candidates, 
including visiting the offices of the final candidates selected. Verus also conducted operational 

Asset Class Target % Range
Global Equity 40% 36% - 44%

Sub-Asset Class  Target % Range
Domestic Equity 20% 18% - 22%
International Equity 16% 14% - 20%
Global/Unconstrained Equity 4% 1% - 6%
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due diligence on the final manager being recommended. The following managers were selected 
to interview with Staff and Verus during January and February 2023: 
 

• Acadian Asset Management 
• Harris Associates 
• LSV Asset Management 
• Thompson, Siegel & Walmsley (TSW) 

 
Following the interviews, Staff and Verus continued the due diligence process, which included 
additional data requested from the managers and follow-up communications via call or email.   
While all manager candidates were highly qualified, this memo will focus on the recommendation 
of Acadian and the factors that differentiated it from the other managers. 
 
RECOMMENDATION 
 
Staff and Verus recommend the addition of Acadian Asset Management to manage the value 
segment of SCERS’ International Developed Small Cap Equity portfolio. Acadian uses a 
systematic process to construct a highly diversified portfolio of over 1,000 securities. Even with 
the diversified nature of the portfolio, the Acadian strategy has generated strong excess returns 
above the benchmark index, with high active share1 and moderate tracking error2. The 
investment process emphasizes stock selection based on quantitative models, which forecast 
the expected excess return for each stock. The Acadian portfolio is constructed to deliver the 
highest expected return, but with specific constraints to ensure a highly diversified portfolio (by 
country and sector/industry) with multiple factors driving return. Acadian’s multiple factor 
approach allows the portfolio to deliver excess returns above the value benchmark3 over a range 
or market environments (i.e. without the value factor solely driving performance).  
 
As noted previously, Staff and Verus recommend equal weighting the allocation across value 
(Acadian) and growth (William Blair) mandates, with each manager allocation approximately 
$100 million. As part of the analysis performed, SCERS and Verus examined the calendar year 
returns for each manager, including the combined returns for the targeted International Small 
Cap portfolio. The performance chart below shows the historical calendar year performance for 
Acadian (Value), and current Growth manager William Blair, versus the MSCI World ex-US 
Small Cap Index.   
 

                                            
1 Active Share: Measures the percentage of stock holdings in a manager's portfolio that differs from the benchmark 
index. Calculated as the sum of the difference between the weight of each stock in the portfolio and its benchmark 
weight, divided by two. 
2 Tracking error: Measure of how a portfolio’s returns differ compared to the benchmark, calculated as the standard 
deviation of the difference in returns between a portfolio and the benchmark.   
3 Value benchmark is the MSCI World ex-US Small Cap Value index 
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When considering portfolio construction, Staff also modeled the hypothetical historical 
performance of the proposed managers and strategies. The chart below assumes an equal 
weight allocation to each manager (Acadian and William Blair). As the chart shows, the 
combined portfolio would have outperformed the MSCI World ex-US Small Cap Index 
benchmark in seven out of the past ten years. Additionally, the magnitude of outperformance is 
significantly greater than the degree of underperformance4, resulting in average annualized 
excess return of +2.2%. While past performance does not guarantee future results, it helps 
provide confidence that the combined allocation of the strategies can generate meaningful 
outperformance versus the benchmark.  
 
 
 
 
 
 
 
 
 
 
 
 

                                            
4 Average outperformance in years the portfolio outperformed the benchmark was +4.4%. Average 
underperformance in years the portfolio underperformed the benchmark was -2.8%.  

Source: SCERS, eVestment, as of December 31, 2022.  Calendar Year Returns vs MSCI World ex-US Small Cap Index.  



March 15, 2023          Page 5 of 9 Agenda Item 11 

 
 
 

 
 
 

 

 
MANAGER REVIEW 
 
The Verus report has detailed review of Acadian. Below is summary review of Acadian by Staff. 
 
ACADIAN INVESTMENT MANAGEMENT  
 
Firm History  
Acadian Asset Management was founded in 1986 and is headquartered in Boston, 
Massachusetts. The Firm is a pioneer in systematic investment strategies, specializing in the 
active management of global and international equity strategies. Acadian has over $83 billion in 
assets under management, focused primarily on public equity strategies ($80B) and absolute 
return strategies ($3B). The Firm has 373 employees across offices in London, Australia, and 
Singapore. Acadian is a wholly owned subsidiary of BrightSphere Investment Group, a Delaware 
corporation publicly listed on the NYSE.  
 
Acadian is a quantitative, data-driven firm that operates with a fundamental belief that there are 
market inefficiencies and a systematic process is best suited to benefit from these inefficiencies. 
The Firm’s emphasis on international and emerging markets is based on the belief these markets 
have greater inefficiency than U.S. equity markets, which presents an opportunity to generate 
excess returns for investors. The inception date for Non-U.S. Equity strategies goes back several 
decades, with the Firm more recently expanding into other products and regional equity markets.  
 

Source: SCERS, eVestment, as of December 31, 2022. Assumes equal weight allocation for each year. 
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The Acadian Non-U.S. Small Cap Value strategy launched in 2005 and has approximately $500 
million in AUM. The broader Acadian Non-U.S. Small Cap Core strategy was launched in 1993 
and has over $8 billion in AUM.  
 
Team  
Acadian is led by Chief Investment Officer Brendan Bradley, Ph.D., who was over 25 years of 
investment experience and joined Acadian in 2004. The investment team emphasis is on 
research and technology that can support and improve the systematic investment approach 
employed by the Firm. The investment team consists of over 100 professionals split among 
investment data & analytics, global equity research, portfolio management, and implementation. 
The investment team averages over 16 years’ experience and collectively has over 100 
advanced analytical degrees.  
 
Acadian employs a team-based approach to portfolio management. The equity portfolio 
management and implementation teams include 58 investment professionals. These teams are 
responsible for the application of the investment strategies, portfolio optimization, trading, and 
risk management. A dedicated subset of portfolio managers are focused on the core equity 
strategies, including the Non-U.S. Small Cap Value strategy.  
 
INVESTMENT STRATEGY 
 
Philosophy & Approach 
Acadian’s investment strategy employs a systematic, multi-factor approach to establish alpha 
return forecasts for a global universe of public equity securities. The multi-factor approach 
combines stock-specific fundamental factors (value, growth, quality), top-down macro forecasts 
(country and regional), and peer-relative forecasts. The goal is to identify stocks that exhibit 
favorable characteristics and have greater upside potential. Characteristics include:  

• Attractive Valuation 
• Positive Growth in earnings and cash flow 
• Sound operating and balance sheet quality 
• Favorable macro environment and industry dynamics  

 
Acadian’s models incorporate over 100 predictive factors, with greater weight applied to factors 
Acadian believes are most effective at forecasting returns. Individual factors are combined into 
aggregate factors based on similarities such as economic intuition and correlation. Each stock 
in the investment universe is scored based on exposure to the 100+ factors, which ultimately 
determines alpha return forecast for the stock. The systematic nature of the process allows 
Acadian to forecast returns for a wide range of stocks, estimated to be over 17,000 for the World 
ex-U.S. Small Cap Universe, on a daily basis.  
 
Research Process 
Acadian’s research effort is focused on increasing the predictive accuracy of their models and 
forecasts to ensure the process best captures the insights of their investment team. Their goal 
is to increase the expected return of their strategies, via increasing the amount of “alpha” each 
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has access to. The firm achieves this by finding new alpha sources, enhancing existing ones 
and improving the transfer of alphas into their portfolios. 
 
The research process is structured in a systematic manner. The process begins with idea 
generation, moving through testing and review, prior to final evaluation and implementation. The 
majority of research ideas are internally sourced. The investment team collects insights from a 
wide range of sources including industry, academia, data sources, and new statistical and 
machine learning techniques. Adjustments to the models and individual factors are implemented 
when they are incrementally additive to predictive accuracy and expected returns.  
 
Portfolio Construction 
Acadian investment portfolios are structured on the fundamental belief that diversified portfolios 
are the best approach to capture returns from a systematic investment strategy. The portfolios 
are highly diversified, with the Non-U.S. Small Cap Value portfolio holding over 1,200 securities. 
Portfolios are constructed to offer the highest expected return through a portfolio optimization 
process. Portfolio optimization quantifies all aspects of the client mandate, including security 
correlations, risk target, estimated transaction costs, available liquidity, and any other client 
restrictions.  
 
Despite holding a high number of securities, the portfolio is structured to generate attractive 
returns relative to the index benchmark. This is accomplished by holding a large number of 
securities not included in the benchmark. This has resulted in the portfolio having 80% active 
share, despite holding over 1,200 securities. To offset tracking risk by holding non-benchmark 
securities, the portfolio has specific guidelines around sector and country exposure relative to 
the benchmark index.  
 

PERFORMANCE  

 
Source: SCERS, eVestment, as of December 31, 2022 
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Acadian has delivered strong relative performance since inception and across multiple time 
periods. Performance is in the top decile over the 3-, 5-, and 10-year time periods. Acadian also 
has a delivered positive upside capture and low downside capture, delivering outperformance in 
both up and down markets. Additionally, Acadian’s outperformance versus the benchmark has 
been driven by alpha, with beta below 1.0, with moderate levels of volatility and tracking error, 
resulting in strong risk-adjusted returns. Performance statistics for Acadian are presented below.  

Performance Risk & Efficiency Measures 
 3-Year 5-Year 7-Year 10-Year 

Annualized Returns 7.1% 4.6% 8.9% 9.7% 
Annualized Alpha 6.54 3.98 3.71 3.85 
Beta 0.95 0.96 0.95 0.95 
Sharpe Ratio 0.28 0.17 0.45 0.55 
Information Ratio 1.50 0.94 0.91 1.05 
Tracking Error 4.42 4.26 4.01 3.60 
Upside Capture 114.5 106.9 106.2 105.9 
Downside Capture 93.0 92.4 91.9 89.1 

 
MANAGEMENT FEES 
Acadian does not currently offer a commingled fund for its Non-U.S. Small Cap Value Equity 
strategy. Therefore, SCERS will utilize a separately managed account structure with assets held 
by SCERS’ custodian. For separately managed accounts, Acadian offers either a tiered 
management fee (management fees based on level of AUM), or a performance-based fee 
structure. For an account size of $100 million, the tiered management fee would be equal to 70 
basis points (0.70%). Under the performance fee structure, the base fee would be lower but 
would allow Acadian to earn increased compensation dependent on performance above the 
benchmark index.  
 
Staff and Verus recommend a performance- based fee structure. The structure offers a lower 
base fee with a performance fee earned when performance exceeds the benchmark. The break-
even level where the performance-based fee and tiered standard fee are equivalent is at 
approximately 2.5% excess performance. Acadian can earn a higher overall fee based on 
greater levels of outperformance above the benchmark. The performance fee does include a 
cap, which provides for a maximum amount of management fees that would be paid by SCERS. 
Recommendation of the performance based fee is dependent upon the successful negotiation 
of all terms, including how the fee is calculated. If terms for the performance-based fee cannot 
be reached, then the standard tiered management fee based on AUM levels would apply.  
 
TRANSITION OF ASSETS 
SCERS terminated the previous international small value cap mandate with Mondrian 
Investment Partners in October 2022, with proceeds received during November 2022. To 
maintain market exposure during the manager search process, the assets were invested in a 

Source: SCERS, eVestment, as of December 31, 2022.   
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total return swap that tracked the performance of the MSCI World ex-US Small Cap Value index. 
The total return swap has an expiration date of month end April 2023. The current market value 
of the total return swap, as of February month end, was approximately $100.2 million. Upon 
expiration, the proceeds from the swap will be used to fund the mandate with the new 
international small cap value manager. Therefore, upon approval, SCERS is targeting to fund 
the new mandate in conjunction with the expiration of the swap, at April 2023 month end.  
 
Staff requests that the Board authorize Staff to determine the most effective method for 
transitioning the assets and execute any necessary documents or agreements to effectuate the 
transition of assets. With the use of a separately managed account, SCERS will explore 
alternatives of using a transition manager or fund the new mandate with cash, which would allow 
the new manager to build the portfolio directly. Staff will update the Board on the chosen 
transition method. The funding of the new mandate is contingent upon completion of legal review 
and negotiation of a SCERS specific investment management agreement. Staff will also work 
with Overlay Program manager, State Street Global Advisors (SSGA), to adjust overlay 
exposures as the transition is taking place.  
 
SUMMARY 
 
Staff and Verus believe that adding Acadian to manage an international developed small cap 
value strategy will enhance SCERS’ Global Equity asset class. Acadian has developed an 
investment strategy that has delivered significant outperformance versus peers and its 
benchmark.   
 
ATTACHMENTS 

 
• Board Order 
• Verus Manager Recommendation and Search Presentation 
• Acadian Presentation 

 
 
Prepared by:      Reviewed by: 
 
/S/       /S/ 
____________________________  ______________________________ 
Brian Miller      Eric Stern 
Senior Investment Officer    Chief Executive Officer 
 
 
/S/ 
______________________ 
Steve Davis 
Chief Investment Officer 



 Retirement Board Order 
Sacramento County Employees’ Retirement System 

 

 
Item 11 

 

Before the Board of Retirement 
March 15, 2023 

 

AGENDA ITEM:  

Investment Manager Recommendation—International Developed 
Small Cap 

 
THE BOARD OF RETIREMENT hereby approves Staff’s recommendation 
to approve an investment of approximately $100 million with Acadian 
Investment Management (Non-U.S. Small Cap Value Equity Strategy) and 
authorize the Chief Executive Officer to execute necessary documents and 
agreements; and authorize Staff to determine the most effective method for 
transitioning assets and execute any necessary documents or agreements 
to effectuate the transition of assets.    
 

I HEREBY CERTIFY that the above order was passed and adopted on  
March 15, 2023 by the following vote of the Board of Retirement, to wit: 
 

AYES:  
 
 NOES: 
 
 ABSENT:  
 
 ABSTAIN:  
 
 ALTERNATES:  
 (Present but not voting) 
 
 
____________________________                  _______________________ 
Keith DeVore       Eric Stern  
Board President      Chief Executive Officer and 
        Board Secretary 



 

S E A T T L E  |  L O S  A N G E L E S  |  S A N  F R A N C I S C O  |  P I T T S B U R G H  |  V E R U S I N V E S T M E N T S . C O M           

Memorandum 
 
To: Sacramento County Employees’ Retirement System (SCERS) Board  
From: John Nicolini, Senior Consultant 
 Brian Kwan, Senior Consultant 
Date: March 15th, 2023 
RE: Non-U.S. Small Cap Value Manager Search and Recommendation 
 
Executive Summary  
On September 21st, 2022, the SCERS Board approved the termination of Mondrian Investment 
Partners International Small Cap strategy and authorized a replacement search. Mondrian was 
terminated from the SCERS portfolio and an interim solution of passive exposure to the MSCI 
World ex USA Small Cap Value swap was implemented. Over the past five months, Staff and 
Verus, together, initiated and completed a comprehensive search process for one new 
international small cap value manager to replace Mondrian. We are recommending a $100 
million investment in Acadian Non-U.S. Small Cap Value. 
 
Search Process 
 
1) Initial search screen criteria were identified based on benchmark objective/manager style, 

investment process, track record, and minimum AUM. Eleven managers met the initial 
criteria for further analysis. 

2) Staff and Verus prepared and reviewed both quantitative and qualitative information on 
each strategy including the manager’s investment approach and process, organization, team 
stability, and alignment of interests. Based on additional data and analysis, and through a 
series of internal meetings and discussions, four managers were identified and agreed upon 
for further consideration and additional due diligence:  

a. LSV Asset Management – International Small Cap Value 

b. TSW – International Small Cap 

c. Harris Associates – International Small Cap Equity 

d. Acadian Asset Management – Non-U.S. Small Cap Value 

3) Supplemental information was requested from each of the finalists including additional 
performance and attribution information. Staff and Verus further reviewed and discussed 
the additional information and developed an agenda and process for conducting virtual 
interviews with the portfolio managers for each of the strategies. Online interviews were 
held with each of the managers with a focus on better understanding the organization and 
team structure, investment strategy, decision making process, and attribution of 
performance over different market environments. 
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4) Staff and Verus reviewed due diligence materials, followed by meetings to discuss the 
finalists, and agreed Acadian stood out among the other finalists as having the most 
consistent attributes that SCERS was seeking for this mandate.  

 
Verus Summary and Recommendation 
Staff and Verus have performed and completed a thorough review of each of the international 
small cap value finalists and are recommending to the SCERS Board an investment of $100 
million in the Acadian Non-U.S. Small Cap Value strategy.  



 

Acadian Asset Management LLC 

 
 

IQ RATING AS OF: 
RESEARCH UPDATE: 

 
 
02/24/2023 
 

Non-U.S. Small-Cap Value Equity 
  

Asset Class:  Equity Verus IQ Rating: IQ2 

Sub-Asset Class: Non-U.S. Small Cap Value Flag:  

Strategy Inception: 12/1/2005 ESG Rating: B 

Benchmark: MSCI World ex-US Small Cap Value-
ND Emerging | Diverse:  

Performance Objective: 2% - 3% excess, net of fees Risk Objective: 4% - 6% TE 

 

Executive Summary  
This strategy adheres to the same investment philosophy and quantitative model as the Non-U.S. Small Cap - 
Developed and All Country World ex-U.S. Small Cap strategies, except it will have more exposure to the firm's 
valuation factors. The strategy will exclude emerging markets and should be compared to the MSCI World ex-US 
Small Cap Value index. 
 
The Non-US Small Cap Equity strategy is a quantitative strategy that is team-managed. The team's goal is to 
construct an optimal portfolio while keeping benchmark-relative risk to the client’s desired level. Throughout the 
investment process, risk is controlled through the use of a proprietary risk estimation system in an effort to create 
portfolios that embody a mix of optimally correlated investment opportunities. 
The strategy has several unique characteristics versus peers, one of which is the team’s ability to digest large 
amounts of data in a structured way while identifying unique alpha factors. This is achieved by having a large team 
focused on a shared investment approach. The team focuses on maintaining an adaptive model that ensures the 
model remains effective as economic and market conditions evolve. The entire investment team participates in 
developing and implementing the research agenda, enhancing alignment across the firm. We view this as a 
differentiator versus peers. Uniquely, the team's risk model is built into the alpha model and in addition to limiting 
the amount of unintended risk that makes it into the portfolio, the team also credits the risk model with 
contribution to performance. 
Acadian is wholly owned by BrightSphere, although participation in B shares provides equity-like participation in 
revenue. BrightSphere could sell the firm in the future, however, required signoff by Acadian senior management 
reassures us that any new ownership structure would be similar to the existing arrangement. 
We expect this strategy to produce modest to significant outperformance over the MSCI World ex-US Small Cap 
Value equity benchmark with moderate tracking error and adherence to a value style over time. Performance may 
be challenged in narrow environments characterized by extreme fear or extreme greed.  
 
 

Firm 
Assets: $93,628.52MM Separate Accounts: Available 

Strategy 
Assets: $484.74MM Commingled Vehicles:  

Location: 260 Franklin Street 
Boston Massachusetts, 02110     Mutual Funds:  

Key 
Persons:  Status (Open/Closed): Active 
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Alignment - The investment product is supported by a robust and stable organizational and team structure.  
Description: 
 
Acadian Asset Management LLC is an SEC registered investment adviser based in Boston, Massachusetts that 
specializes in quantitative equity investments. Acadian is a subsidiary of BrightSphere Affiliate Holdings LLC, which is 
an indirect wholly owned subsidiary of US-based BrightSphere Investment Group Inc., a Delaware corporation publicly 
listed on the NYSE. Acadian exercises complete discretion over its investment philosophy, people and process, and is 
operated as a single independent entity. 
 
Acadian was founded in 1986 as Acadian Asset Management Inc. In 1992, Acadian became an affiliate of Boston-
based United Asset Management (“UAM”). UAM in turn was acquired in 2000 by Old Mutual plc, a publicly traded 
international financial services group listed in London and Johannesburg. The UAM affiliate firms, including Acadian, 
became the basis of Old Mutual’s US asset management business, Old Mutual Asset Management (OMAM) (now 
BrightSphere Investment Group Inc.). At the end of 2007, the assets and liabilities of Acadian Asset Management, Inc. 
merged into the newly created Acadian Asset Management LLC. The primary purpose of the merger was to enable 
Acadian to offer a new equity plan to key individuals via a Key Employee Limited Partnership, and no change of 
control resulted. In 2014, Old Mutual took OMAM (now called BrightSphere Investment Group plc, or BSIG) public in a 
NYSE-listed initial public offering. Through a series of secondary stock offerings, Old Mutual reduced its stake in 
OMAM to essentially zero by late 2017. Acadian has wholly owned investment advisory affiliates located in Sydney, 
Singapore, Tokyo, and London. 
 
In terms of compensation, Acadian provides a majority of senior staff an opportunity for financial participation in the 
profitability of the firm through a Key Employee Limited Partnership implemented via Class B stock. Along with profit 
sharing and other long-term financial terms, Acadian employees and leadership continue to maintain significant 
ownership of the profitability of the firm. 
 
Acadian manages a single core process that is custom-tailored to the objectives of the clients and overseen by a team 
of over 80 investment professionals. The overall investment team is headed by Acadian’s Chief Investment Officer, 
Brendan Bradley. 
 
 
Justification: 
 
The firm is an independently operated affiliate of BrightSphere Investment Group plc (BSIG) and although they do not 
provide equity ownership to key employees in the traditional sense, we view it positively that the firm provides an 
equity-like distribution through the Key Employee Limited Partnership (KELP) in which all senior PMs participate. With 
over $60 billion in AUM, we believe that the firm is stable and profitable. BrightSphere has been public about their 
willingness to entertain offers. Accounting for the lion’s share of revenue and profits, Acadian senior management 
would have to sign off on any ownership changes, and any new partnership would be likely to have the same 
characteristics as Acadian’s current arrangement with BrightSphere. 

 

Edge - The manager has articulated an inefficiency or market-based belief that informs its process.  
Description: 
 
Acadian believes markets are inefficient, and that such inefficiencies are caused in part by behaviorally based 
mispricing. Acadian applies fundamental insights in a systematic manner to attempt to exploit this mispricing and to 
find attractive stock opportunities. Further, the firm believes a successful investment approach must be multi-faceted 
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and adaptable. To that end, the team dynamically weights portfolio exposures by including forward looking factors to 
identify changes in market sentiment. The firm applies a structured, disciplined approach that emphasizes including 
the most recent information into portfolios by evaluating expected return three times within each 24-hour period. 
The firm believes qualities of outperforming stocks are multifaceted, and this leads to an investment approach that 
incorporates a broad array of factors. 
 
The investment team is highly experienced, and the firm has been managing a wide range of equity portfolios since 
the late 1980s and non-US small cap equity mandates since 1993. The vast majority of the firm’s research is internally 
sourced. While the team uses some external sources for idea generation and to gain access to the testable data, they 
prefer to do in-house research to verify all aspects of a project, reduce reliance on external parties, and preserve and 
protect the proprietary nature of the process. As such, factor ideas come from many different sources, including sell-
side and academic literature, clients and consultants, and interesting new data sources proprietary to Acadian. The 
team is also focused on evaluating methodology and framework changes, such as new peer group definitions, 
portfolio construction approaches, and new risk factors. The idea generation and review processes are largely the 
same for these changes as they are for factors used in the return forecasting model. 
 
 
 
Justification: 
 
This strategy's edge is the team’s ability to digest large amounts of data in a structured way while identifying unique 
alpha factors, many of which are behaviorally oriented to identify overlooked stocks. The firm’s structure of a large 
team focused on a shared philosophy ensures efficiency in model implementation as well as managing its research 
agenda to ensure the model continually incorporates new insights. Many projects for enhancing the investment 
process come from the bottom-up, with participation from the entire research team including the broader investment 
team. The firm also dedicates significant resources to finding unique sources of data and the development of 
proprietary factors. Among these is the team of data scientists whose sole job is to look for issues with vendor data to 
identify errors that could lead to mispricing and alpha opportunities. 

 

Implementation - The manager has described an investment approach which is sensible, repeatable.  
Description: 
 
The investment process starts with the return forecasting model. For the Non-US Small Cap Equity model, the model 
evaluates and projects expected return, risk and transaction costs for the universe of 17,000 non-US small cap 
companies. The model generates a market-relative return forecast for every investible stock in the universe after the 
close of each regional market. 
 
The return forecasting process begins with a rigorous quantitative assessment of all stocks in the universe on a broad 
range of factors. There is simultaneous forecasting on 1)from a stock-specific perspective to attempt to predict how 
each stock will perform relative to its region-industry peers; 2) from a peer perspective to attempt to gain additional 
insight via non-obvious peer similarities; 3) from a top-down macro perspective to attempt to predict how each 
stock's country, industry group, and country-industry intersection will perform relative to their market peers. 
 
At the individual stock level, Acadian use a wide range of more than 100 quantitative factors focused on valuation, 
earnings, quality, and price movements. At the peer level, they apply factors focused on peer fundamentals (value 
and quality), peer growth, and peer momentum. At the top-down level, they use factors related to valuation, risk, 
growth, technical, and economic indicators. 
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The final step in the forecasting framework is to combine stock-specific, peer, and top-down macro forecasts to arrive 
at a holistic total return forecast. Acadian update these views continuously, after the close of each regional market, 
which enables them to construct portfolios from their real-time and objective views on all stocks in the relevant 
universe. 
 
The stock forecasts, combined with transaction costs and risk estimates, flow into a portfolio optimization system 
used to build portfolios. The optimizer trades off all aspects of the client mandate including benchmark, risk target, 
estimated transaction costs and available liquidity. It seeks to produce a portfolio with the highest return forecast 
relative to benchmark risk, net of transaction costs. The portfolio’s current holdings with their risk and expected 
return characteristics are compared to the entire investment universe. Less attractive securities are sold from the 
portfolio while more attractive securities are purchased, as long as the cost of the buy and sell does not exceed the 
expected value-added to be gained. A typical portfolio holds 1300 stocks. 
 
Acadian maintains a global team of investment professionals who are responsible for both Portfolio Construction and 
Trading (PCG). This group reviews the results of the optimization process to ensure that optimized portfolios are in 
compliance with investment objectives and mandate guidelines, after which the proposed trades and resulting 
portfolios are reviewed by the portfolio management team as an added measure of quality assurance. 
 
Once trades are approved by both groups, the approved trades are loaded into a third-party Order Management 
System. Orders are then executed via an execution management system by the Acadian trading desk. 
 
Acadian’s research effort is led by Brendan Bradley, CIO and is supported by the entire investment team. There is a 
15+ member Global Research team to research. Research efforts are focused on increasing the predictive accuracy of 
forecasts by capturing the insights of the entire team. The idea generation process for model updates is very collegial, 
collaborative, and team driven. The general approach is to develop economically intuitive hypotheses about potential 
factors, test the efficacy of all factors using in-sample and out-of-sample statistical techniques and critically review 
results as a group. The majority of research is internally sourced to maintain control over all aspects of a project and 
preserve the proprietary nature of insights. That said, the team are regularly aware of external sources of ideas 
including academic literature, new statistical techniques and sources of data. In addition to research on factors, the 
team also focus on evaluating methodology and framework changes such as new peer group definitions, portfolio 
construction and new risk factors. 
 
Prior to implementation, the Investment Policy Committee (IPC) reviews any recommended changes to the 
investment models or processes. The IPC comprises all senior investment staff, with CIO Brendan Bradley having 
ultimate authority over whether a proposal will be implemented. 
 
 
 
Justification: 
 
Acadian takes a disciplined and structured approach to implementation of its forecasting model, and we believe 
frequent updating of forecasts at the close of each market is a differentiator. The ability to produce a forecast for all 
17,000 stocks in their universe lends repeatability to the process. This broad application of their model also facilitates 
easy customization for client customization, typically without sacrificing alpha. We see involvement of the entire team 
in the research agenda which is primarily internally sourced as a clear advantage in ensuring the forecasting model 
continues to exploit market inefficiencies. 
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Optimal use of risk - The manager has an effective framework to assess and manage risk inherent in its process.  
Description: 
 
Acadian is aware of multiple sources of risk affecting the portfolio including market risk, security risk, currency risk, 
and active risk. They define active risk as expected standard deviation of portfolio returns relative to benchmark and 
consider it to be the primary measure of risk relative to the Non-US Small Cap strategy. The portfolio construction and 
review process includes a detailed analysis of the sources of portfolio risk, including stock, region, industry, size, and 
style factors. The team also track realized residual risk over rolling periods to ensure they are delivering a portfolio 
that meets client risk expectations. 
 
To minimize market risk, they apply investability and liquidity screens to the investment universe and may exclude a 
market that doesn’t meet minimum standards. Active weight per country is typically constrained to +/-6%, and active 
weight per sector is typically constrained to +/-8%. To manage stock specific risk, Acadian establishes maximum 
position sizes at an individual stock level based on recent volatility; maximum active weight is dynamic and typically 
limited to 2.25%. They also maintain a proprietary database of daily trading volume of all stocks in their universe and 
monitor firmwide holdings of illiquid stocks. Currency views are incorporated in the overall forecast for each market 
and stock in their universe rather than treated separately. Additionally, currency risk is evaluated overall in the 
portfolio construction process. 
 
The equity investment management team oversees the risk controls utilized in the investment process. All mandated, 
firm, and regulatory restrictions applicable to a client’s portfolio are coded into portfolio construction software and 
applied automatically to the account during each rebalance. The optimized portfolio undergoes a detailed review by 
investment personnel before it is approved for trading. This review focuses explicitly on sources of risk and 
compliance with stated risk targets. No portfolio is traded without sign-off from multiple members of the team. 
 
The Enterprise Risk Officer is primarily responsible for enterprise risk management including identification of firm-
wide risk as well as reporting to the Board. 
 
 
 
Justification: 
 
We view proprietary risk models as in line with best practice and believe Acadian's risk model is highly competitive 
versus peers. Also, the team's risk model is built into the alpha model and in addition to limiting the amount of 
unintended risk that makes it into the portfolio, active risk is expected to contribute to outperformance. 

 

Understandable Performance - Historical and future performance sensitivities are consistent with the manager’s process.  
Description: 
 
The strategy seeks to outperform the MSCI World ex-US Small Cap Value benchmark over a market cycle by 2 - 3%, 
net of fees, at moderate levels of tracking error. The model attempts to exploit value, quality, growth and technical 
factors. The adaptive nature of the forecasting model means that the style of the portfolio may emphasize various 
degrees of value-orientation at different points in time. Pure play environments characterized by extreme fear or 
extreme greed are not likely to favor the Acadian approach . 
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Justification: 
 
The portfolio has tended to outperform the MSCI World ex-US Small Cap Value benchmark by 2-4 percentage points 
over rolling 3-year periods. Despite the recent underperformance of the value factor, the strategy has maintain a 
margin of outperformance above the value- and core-style benchmarks. This is an outcome of the adaptive nature of 
the value-orientation within the portfolio. Performance has exhibited approximately 105%+ capture in both rising and 
falling markets and beta is approximately 1. Tracking error in recent years has been within the expected range of 4-
6%. The product has tended to underperform periods of market inflection or extreme market exuberance, like in 2018 
and 2019, respectively. However, given the team's focus on risk management, benchmark underperformance has 
tended to be limited. 

 

The manager has described an integration of ESG into their investment philosophy.   
Acadian believe ESG issues go hand-in-hand with traditional investment issues. Although the investment process is 
quantitative, the signals incorporated in the forecasting model include both traditional investment factors and non-
financial ESG signals that provide a more holistic view. The firm incorporate ESG issues in their bottom-up and top-
down frameworks through the use of ESG-specific factors and those that capture ESG considerations indirectly. 
Acadian’s approach is differentiated by incorporating ESG factors directly into the alpha model and by holding these 
factors to the same standard of efficacy when considering them for inclusion in the context of the research approach. 
Acadian engage where they have significant holdings and believe there is an opportunity to improve corporate 
behavior on environmental, social and governance issues. 

 

 

 

 

Monthly Returns 
 

 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

2023 6.70 - - - - - - - - - - - 

2022 -5.88 1.33 3.07 -5.69 0.06 -11.70 6.91 -2.49 -10.90 4.76 10.23 0.43 

2021 0.64 5.68 4.39 5.94 3.18 -1.20 1.63 1.17 -3.91 2.72 -4.51 6.11 

2020 -2.46 -9.22 -18.13 9.86 5.27 2.49 4.66 5.93 -0.87 -2.68 14.69 7.25 

2019 8.77 1.53 0.11 1.31 -3.49 4.83 0.40 -3.31 1.72 3.61 2.89 4.53 

2018 5.27 -3.13 -1.07 0.71 -0.42 -3.30 0.34 -0.39 -0.70 -9.12 -1.54 -6.06 

2017 4.25 2.31 2.01 3.41 2.02 1.24 4.38 2.01 3.86 1.42 0.46 3.11 

2016 -7.27 -0.46 8.64 1.96 -0.18 -2.84 6.73 -1.46 3.35 -1.11 -1.25 2.37 

2015 -0.28 5.64 -0.69 4.98 0.30 -0.71 0.57 -4.67 -3.38 5.97 -0.65 0.97 

2014 -1.26 6.27 0.58 0.22 1.16 1.86 -3.27 1.13 -5.43 -2.29 -0.62 -1.12 
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AUM Growth ($Millions)
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The report is provided on a confidential basis to specific institutional parties or clients of Verus Advisory Inc. It 
contains non-public, proprietary, trade secret and other commercially sensitive information and shall be kept 
strictly confidential and not disclosed or disseminated to any entity or individual that is not the institutional/client 
recipient (or its employees) of this report. Any state or federal freedom of information act requests should be 
reported to Verus to enable Verus to take appropriate protective action, as needed.  
 
The information contained in this report may not be copied, reproduced or distributed, in whole or in part, nor 
may its contents or facts or terms of any securities (if any) contained herein be disclosed to any other person 
without the prior written consent of Verus or the underlying manager to which this report pertains, or as 
otherwise permitted in the agreement between Verus and its client 
 
The information presented has been prepared from sources Company believes to be reliable and Company has 
exercised all reasonable professional care in preparing the information presented. However, Company cannot 
guarantee the accuracy of the information. Company shall not be liable to the institutional party, client or any 
third party for inaccuracy or in-authenticity of information obtained or received from third parties in the analysis 
or for any errors or omissions in content. Nothing herein constitutes investment, legal, accounting or tax advice, 
or a recommendation to buy, sell or hold a security or pursue a particular investment strategy. The information 
presented does not purport to be all-inclusive nor does it contain all information that the institutional party or 
client may desire for its purposes. The information presented should be read in conjunction with any other 
material or advice furnished by Company. Company is available, upon request, to discuss the information 
presented in the report that the recipient may consider necessary, as well as any information needed to verify the 
accuracy of the information in this report to the extent Company possesses the same or can acquire it without 
unreasonable effort or expense. Company does not request, receive, or maintain personal information of 
individuals included in the determination of diverse ownership or diverse characteristics. Nothing contained 
herein is, or should be relied on as, a promise, representation, or guarantee as to future performance or a 
particular outcome. Even with portfolio diversification, asset allocation, and a long-term approach, investing 
involves risk of loss that the client should be prepared to bear. Past performance is not a guarantee of future 
results. Verus Advisory Inc. – also known as Verus® 
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Product

Is it institutional 
quality?

What is the 
conviction level?

Yes No

What is the 
conviction level?

PositiveHighVery 
High

Rating = 

IQ2
Rating = 

IQ1
Rating = 

IQ3

Low

Rating = 

4
Rating = 

5

Very 
Low

Manager rating system

The IQ Rating System communicates our conviction in investment products
There are two components to the rating: 

1. Institutional quality – (IQ) The product meets or exceeds the
standards of fiduciary care required by institutional investors and is
suitable for use in clients’ portfolios.

2. Conviction – (1 to 5) Represents the conviction of our research
teams in the distinguishing qualities of the product relative to its
peers, with 1 as the highest rating and 5 the lowest.

Rating process simplified for illustrative purposes only

PROCESS DEFINITIONS & GUIDELINES

Rating
Institutional 

Quality?
Conviction 

Level Defining Characteristics Recommendations

IQ1 Yes Very High

Earns Verus’ highest 

conviction. Above-average 

characteristics most likely to 

achieve the strategy’s desired 

investment results.

Recommended for use in 

client portfolios. May be 
used in Verus discretionary 

portfolios.

IQ2 Yes High

Maintains Verus’ high 

conviction. Above-average 

characteristics most likely to 

achieve strategy’s desired 

investment results.

Recommended for use in 

client portfolios. May be 
used in Verus discretionary 

portfolios.

IQ3 Yes Positive

Meets institutional quality 

standards that can achieve 

desired investment results. 

Strengths outweigh 

weaknesses.

While IQ1 or IQ2 rated 

products are generally 

preferable, certain client 

needs may be better 

addressed by a highly 

specialized IQ3 product.

4 No Low

Concerns with the product’s 

ability to meet institutional-

quality standards.

Clients should re-evaluate 

retention or monitor closely.

5 No Very Low

Significant issues inhibit the 

product’s ability to meet 

institutional-quality 

standards.

Verus recommends 

termination, immediately
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Presentation Team

Scott Brymer, CFA — Senior Vice President, Portfolio Manager
Scott joined Acadian in 2006 and is a senior member of the Core Equity Team, focusing primarily on portfolio oversight and portfolio-related 
research. He was previously a member of the Portfolio Construction Group, where he specialized in simulation-based research, portfolio 
analytics, optimization, and trading. He earned a B.B.A. in finance from the University of Massachusetts at Amherst. Scott is a CFA charterholder 
and a member of CFA Society Boston. 
AA

Andrew Miller — Senior Vice President, Business Development
Andrew joined Acadian in 2004 and is a senior member of Acadian's Global Client Group, focusing on business development within public 
pension and Taft-Hartley funds. Prior to his current role, he worked in client service, business development, and operations functions at Acadian. 
Before joining Acadian, he worked in global custody at State Street Corporation. Andrew is a member of numerous public pension associations 
including: the National Association of State Retirement Administrators (NASRA), National Council on Teacher Retirement (NCTR), National 
Conference on Public Employee Retirement Systems (NCPERS), and the State Association of County Retirement Systems (SACRS). He also 
serves on the Fenway High School (Boston) Investment Committee. Andrew received an M.B.A. from Northeastern University and a B.A. from 
Wheaton College. 
AA
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Systematic Investing Built On

Economic intuition & insights of a talented, 
experienced, diverse group of investors:

100+ person investment team |  1600+ years’ collective experience 
100+ advanced analytical degrees

PEOPLE

DATA
Extensive data repository supplemented by 

alternative data scouting effort: 
200M+ daily observations  |  55TB+ data

150+ global markets  |  40K+ traded assets

Transforming information into insights:
Robust technological infrastructure

Sophisticated analytical tools & portfolio attribution illuminate 
trends, relationships, and drivers of alpha 

CLARITY
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Non-U.S. 
Equity            
34.2B

Emerging 
Markets Equity            

18.9B

Managed 
Volatility Equity            

16.0B

Global Equity            
13.5B

Regional Equity            
7.9B

Systematic Macro            
2.0B

Equity Alternatives            
0.4B

USD 94B AUM

December 31, 2022

Rounding is applied to the total firm AUM which includes $831.8 million in model advisory contracts where Acadian does not have trading authority. The individual strategy level assets under management (AUM) are rounded to the nearest decimal 
point and do not include model advisory assets. 
*As a separate legal entity, Acadian Asset Management (Australia) Limited. This was initially established as a join venture with Colonial First State Investments Limited and became a wholly owned entity on June 30, 2015.

Organizational Overview 

 Acadian has been a pioneer in systematic investing since our founding in 1986 

 We believe that a systematic approach is well suited to delivering consistent risk-adjusted returns 

 Our 387-person team is focused on continuous research and innovation
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Investment Team – Equities

 31 Team Members

 32 Advanced Degrees

 18 Avg years of experience

Equity Portfolio 
Management  

 27 Team Members

 24 Advanced Degrees

 17 Avg years of experience

Investment Analytics
& Data

 16 Team Members

 14 Advanced Degrees

 13 Avg years of experience

Global Equity Research

 28 Team Members

 17 Advanced Degrees

 17 Avg years of experience

Implementation

Brendan Bradley, Ph.D. | Executive Vice President, Chief Investment Officer
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Names appearing on this representative list consist of separate account clients and fund participants in Acadian managed funds that have been selected from the group of clients and fund participants who permit us to utilize their name based upon 
their name recognition and to reflect the range of investor types we service. Names appearing on this list were not selected based on account performance and do not constitute an endorsement or recommendation of Acadian or our services.

Representative Investors

Public
Employees’ Retirement Fund of the City of Dallas
Florida State Board of Administration
Los Angeles County Employees Retirement Association
Massachusetts Pension Reserves Investment Management Board
Municipal Employees’ Retirement System of Michigan
New York City Employees Retirement System
Ohio Public Employees Retirement System
Oregon Public Employees
Public School & Education Employee Retirement
Systems of Missouri
Tennessee Consolidated Retirement System
Virginia Retirement System
West Virginia Investment Management Board

Corporate
3M Company
Altria Group
Dow Inc.
JM Family Enterprises, Inc.
Pfizer

Endowment/Foundation
Carnegie Mellon University
Cornell University
Georgia Tech Foundation
W.K. Kellogg Foundation

Sub-Advisory
Harbor Overseas Fund
Optimum International Fund
SEI

Taft-Hartley
North Atlantic States Carpenters Benefit Funds
Producer-Writers Guild of America Pension Plan

Australia
Equipsuper
Colonial First State Investments Ltd.
Aware Super

Canada
Mouvement Desjardins
Ville de Montréal

Europe
Fidelity International
Hampshire County Council
Ireland Strategic Investment Fund
Kempen Capital Management 
PKA A/S
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Investment Philosophy

 Financial assets are often mispriced due to investors incorrectly processing 
information, having incomplete information, or both

 Systematic processes best capture inefficiencies arising from mispriced fundamental 
and market information

 Our edge comes from embracing new ideas and a continuous investment in people, 
technology, and data



10The information provided is for illustrative purposes only. 

Investment Process

World ex-U.S. Small-Cap

18,000 stock investment 
universe

Objective Return Forecast

Stock-specific
Selection within traditionally 
defined groups
+
Peer
Overlooked information from 
alternative peer groups
+
Macro 
Top-down group signals 
(industry and country)

Disciplined Portfolio 
Construction

Multi-horizon forecasts

Proprietary risk models

Dynamic transaction cost 
modeling

Structured Trading Process

Systematic approach

Dynamic routing based on 
order profiling

Real-time oversight

PORTFOLIO 
CONSTRUCTION

INVESTMENT
UNIVERSE

RETURN
FORECAST TRADING
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Source: Acadian Asset Management LLC. The information provided is for illustrative purposes only based on proprietary models. There can be no assurance that the forecasts will be achieved. The selected stock is intended to be an example of the 
process and is not a recommendation to buy or sell this specific security.

Return Forecast Example

+1.02Value

+0.49Quality

0.00Growth

+0.13Technical

Adjusted Intrinsic Value
Extended Asset Value

Earnings Surprise
Recommendation Change

Financial Strength
Management Behavior

Industry Leadership
Smart Reversal

Theme Sample signals Forecast

+0.32
Momentum
Fundamentals

Stock-
Specific

Peer Proprietary 
Networks

+0.12Country

+0.16Industry Quality
Global Growth Sensitivity

Corruption Adjusted Valuation
Macro Environment

Macro

+0.28Country/Industry 
Intersection

Price Momentum
Adjusted Valuation

Model

Total Forecast
+2.15%

Company: STRABAG SE

Market Cap: USD 4B

Country: Austria

Industry: Capital Goods

Description: Offers construction-related 
services
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Source: Acadian Asset Management LLC. The information provided is for illustrative purposes only based on proprietary models. The selected stocks are intended to be an example of the process and are not a recommendation to buy or sell a specific 
security.

Stock Forecast Example: Mapping Peer Relationships
Strabag SE

LEGEND

 Peer Linkage A

 Peer Linkage B

 Peer Linkage C

 Peer Linkage D

 Peer Linkage E
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Trailing 10 Years as of December 2022

Source: Acadian Asset Management LLC. For illustrative purposes only
1Source: Acadian’s EAFE Small-Cap universe with a market cap between $100M – $500M. Methodology: Observations represents the number of forecasts. The highlighted values represent the observations in the top and bottom quintiles. The 
information is not reflective of a particular time period and is provided for illustrative purposes only. The chart depicts our forecast distribution process based on proprietary models. There can be no assurance that the forecasts will be achieved.
2This is not intended to represent investment returns generated by an actual portfolio. They do not represent actual trading or an actual account but were achieved by means of using Acadian’s EAFE Small-Cap universe of securities for the period 
specified above. Results do not reflect transaction costs or other implementation costs. Past performance is no guarantee of future results. 

Stock Forecast Distribution and Returns

-1.45

1.48

Bottom Quintile Top Quintile
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Excess Return Acadian Alpha Forecasts2

Return to Lowest 
Forecasted Stocks

Return to Highest
Forecasted Stocks



STRATEGY 



15

0.0

0.3

0.7

1.0

1.3

P/E P/B P/S P/CE Yield

Relative Valuation

0%

10%

20%

30%

> $5B $3-$5 $2-$3 $1.5-$2 $0.5-$1.5 < $0.5

Portfolio: Non-U.S. Small-Cap Value Equity. Benchmark: MSCI World ex-U.S. Small-Cap Value.
*Preliminary. The data presented here is for a representative portfolio and is supplemental to the composite performance disclosure page attached. Reference to the benchmark is for comparative purposes only and is not intended to indicate that the 
composite will contain the same investments as the benchmark. Investors have the opportunity for losses as well as profits. Index Source: MSCI Copyright MSCI 2023. All Rights Reserved. Unpublished. PROPRIETARY TO MSCI.

Non-U.S. Small-Cap Value Equity 
Key Characteristics – February 28, 2023*

Cap Size (USD Billions) Portfolio Benchmark

> $5B 10.6% 10.1%

$3-$5 19.1% 26.4%

$2-$3 20.2% 22.5%

$1.5-$2 9.5% 12.6%

$0.5-$1.5 27.2% 25.4%

< $0.5 12.6% 2.9%

Median 0.6 1.2

Weighted Average 2.4 2.7

Cap Size (USD Billions)

Valuation Portfolio Benchmark

Price/Earnings 7.8 12.1

Price/Book 1.0 0.9

Price/Sales 0.6 0.6

Price/Cash Earnings 5.0 6.0

Yield 3.9% 4.0%

Total Securities 1370 1476
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Japan

United Kingdom

Sweden

Finland

Spain

Germany

Italy

Singapore

Belgium

New Zealand

Hong Kong

Ireland

Austria

Netherlands

Portugal

Norway

France

Denmark

Switzerland

Israel

Australia

Canada

Emerging Markets

-8% -4% 0% 4% 8%

Portfolio: Non-U.S. Small-Cap Value Equity. Benchmark: MSCI World ex-U.S. Small-Cap Value.
*Preliminary. The data presented here is for a representative portfolio and is supplemental to the composite performance disclosure page attached. Reference to the benchmark is for comparative purposes only and is not intended to indicate that the 
composite will contain the same investments as the benchmark. Investors have the opportunity for losses as well as profits. Index Source: MSCI Copyright MSCI 2023. All Rights Reserved. Unpublished. PROPRIETARY TO MSCI. 

Non-U.S. Small-Cap Value Equity
Regional Allocations – February 28, 2023*

Portfolio Benchmark Difference

Continental Europe 26.9% 33.1% -6.2%
Austria 1.4 1.6 -0.2
Belgium 0.6 1.4 -0.8
Denmark 2.4 1.6 0.8
Finland 0.2 1.6 -1.4
France 4.6 4.3 0.3
Germany 3.2 4.5 -1.3
Ireland 0.0 0.3 -0.3
Italy 2.8 4.0 -1.2
Netherlands 1.7 1.9 -0.2
Norway 2.4 2.3 0.2
Portugal 0.4 0.4 -0.1
Spain 1.3 2.6 -1.3
Sweden 1.8 3.4 -1.6
Switzerland 4.1 3.2 0.9
United Kingdom 9.0% 14.1% -5.1%
Australia/New Zealand 14.2% 9.7% 4.4%
Australia 13.8 8.7 5.1
New Zealand 0.4 1.1 -0.7
Hong Kong/Singapore 2.1% 3.7% -1.6%
Hong Kong 1.2 1.9 -0.6
Singapore 0.9 1.8 -1.0
Japan 21.5% 27.7% -6.2%
North America 15.0% 9.5% 5.5%
Canada 15.0 9.5 5.5
Middle East 3.6% 2.1% 1.5%
Israel 3.6 2.1 1.5
Emerging Markets 6.9% 0.0% 6.9%
Cash 0.8

% Underweight/Overweight
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Malaysia

Philippines

United Arab Emirates

South Africa

South Korea

Taiwan

Thailand

Indonesia

China

0% 2% 4%

Portfolio: Non-U.S. Small-Cap Value Equity. Benchmark: MSCI World ex-U.S. Small-Cap Value.
*Preliminary. The data presented here is for a representative portfolio and is supplemental to the composite performance disclosure page attached. Reference to the benchmark is for comparative purposes only and is not intended to indicate that the 
composite will contain the same investments as the benchmark. Investors have the opportunity for losses as well as profits. Index Source: MSCI Copyright MSCI 2023. All Rights Reserved. Unpublished. PROPRIETARY TO MSCI. 

Non-U.S. Small-Cap Value Equity
Emerging Markets Allocations – February 28, 2023*

% OverweightPortfolio Benchmark Difference

Europe/Mid East/Africa 0.5% 0.0% 0.5%
Greece 0.0 0.0 0.0 
Kuwait 0.0 0.0 0.0 
Poland 0.0 0.0 0.0 
Qatar 0.0 0.0 0.0 
South Africa 0.3 0.0 0.3 
United Arab Emirates 0.2 0.0 0.2 
Latin America 0.0% 0.0% 0.0%
Brazil 0.0 0.0 0.0 
Mexico 0.0 0.0 0.0 
Asia 6.3% 0.0% 6.3%
China 2.2 0.0 2.2 
India 0.0 0.0 0.0 
Indonesia 1.6 0.0 1.6 
Malaysia 0.1 0.0 0.1 
Philippines 0.1 0.0 0.1 
South Korea 0.5 0.0 0.5 
Taiwan 0.6 0.0 0.6 
Thailand 1.3 0.0 1.3 
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Portfolio: Non-U.S. Small-Cap Value Equity. Benchmark: MSCI World ex-U.S. Small-Cap Value.
*Preliminary. The data presented here is for a representative portfolio and is supplemental to the composite performance disclosure page attached. Reference to the benchmark is for comparative purposes only and is not intended to indicate that the 
composite will contain the same investments as the benchmark. Investors have the opportunity for losses as well as profits. Index Source: MSCI Copyright MSCI 2023. All Rights Reserved. Unpublished. PROPRIETARY TO MSCI. 

Non-U.S. Small-Cap Value Equity
Industry Allocations – February 28, 2023*

Portfolio Benchmark Difference

Communication Services 2.9% 3.6% -0.7%
Media & Entertainment 2.4 2.8 -0.3
Telecommunication Services 0.5 0.8 -0.3
Consumer Discretionary 6.0% 10.7% -4.8%
Automobiles & Components 1.0 3.4 -2.4
Consumer Durables & Apparel 1.6 2.3 -0.7
Consumer Services 0.8 1.9 -1.1
Retailing 2.6 3.1 -0.6
Consumer Staples 1.9% 4.5% -2.6%
Food & Staples Retailing 0.8 1.3 -0.5
Food, Beverage & Tobacco 0.9 2.9 -2.0
Household & Personal Products 0.2 0.3 -0.1
Energy 10.4% 5.5% 4.9%
Financials 10.5% 17.6% -7.1%
Banks 4.9 8.9 -4.0
Diversified Financials 4.4 5.3 -0.8
Insurance 1.1 3.4 -2.2
Health Care 8.6% 1.7% 6.9%
Health Care Equipment & Services 3.6 0.9 2.8
Pharmaceuticals, Biotechnology & Life 
Sciences 5.0 0.8 4.2

Industrials 23.0% 20.8% 2.2%
Capital Goods 17.0 13.9 3.1
Commercial & Professional Services 3.3 2.1 1.2
Transportation 2.7 4.7 -2.0
Information Technology 6.2% 3.4% 2.8%
Semiconductors & Semiconductor Equipment 1.7 0.8 0.9
Software & Services 3.0 0.7 2.2
Technology Hardware & Equipment 1.5 1.8 -0.3
Materials 17.5% 12.8% 4.7%
Real Estate 9.8% 15.2% -5.4%
Utilities 2.4% 4.3% -1.8%
Cash 0.8 

% Underweight/Overweight

Real Estate

Banks

Autos & Components

Insurance

Transportation

Food Beverage & Tobacco

Utilities

Consumer Services

Diversified Financials

Consumer Durables & App

Retailing

Food & Staples Retailing

Telecom Services

Media & Entertainment
Tech Hardware & Equip

Household & Pers Prods

Semicon & Semicon Equip

Comm & Prof Services

Software & Services

Health Care Equip & Servcs

Capital Goods

Pharma, Biotech & Life Sci

Materials

Energy

-8% -4% 0% 4% 8%
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Portfolio: Non-U.S. Small-Cap Value Equity. Benchmark: MSCI World ex-U.S. Small-Cap Value.
*Preliminary. Portfolio holdings are subject to change and should not be considered a recommendation to buy or sell individual securities. The data presented here is for a representative portfolio and is supplemental to the composite performance 
disclosure page attached. Reference to the benchmark is for comparative purposes only and is not intended to indicate that the composite will contain the same investments as the benchmark. Investors have the opportunity for losses as well as 
profits. Index Source: MSCI Copyright MSCI 2023. All Rights Reserved. Unpublished. PROPRIETARY TO MSCI. 

Non-U.S. Small-Cap Value Equity
Top Ten Portfolio Holdings – February 28, 2023*

Name Country Industry Portfolio (%)

REXEL S.A. France Capital Goods 1.6

LEONARDO SPA Italy Capital Goods 1.4

CENTRICA PLC United Kingdom Utilities 1.4

H&R REAL ESTATE INVESTMENT TRUST Canada Real Estate 1.2

INCITEC PIVOT FINANCE LLC Australia Materials 1.2

STELCO HOLDINGS INC Canada Materials 1.2

WHITEHAVEN COAL LTD Australia Energy 1.1

SIMS LTD Australia Materials 1.1

RUSSEL METALS INC. Canada Capital Goods 1.0

TECAN GROUP AG Switzerland Pharmaceuticals, Biotechnology & Life Sciences 0.9

Summary Portfolio Benchmark Active Weight

% of Portfolio for Top 10 Active Weights 11.5 1.5 10.0 

% of Portfolio for Top 20 Current Holdings 19.3 2.7 16.5 

% of Non-Benchmark Portfolio Holdings 41.9

Active Share of Portfolio 77.6
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Composite: Non-U.S. Small-Cap Value Equity. Benchmark: MSCI World ex-U.S. Small-Cap Value (net) 2014-08-01 To Present, S&P EPAC Small-Cap Value (total) 2005-12-01 To 2014-08-01.
*Returns that include the most recent month are preliminary. Acadian Asset Management LLC claims compliance with the Global Investment Performance Standards (GIPS®). GIPS® is a registered trademark of CFA Institute. CFA Institute does 
not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein. Reference to the benchmark is for comparative purposes only and is not intended to indicate that the composite will contain the 
same investments as the benchmark. Investors have the opportunity for losses as well as profits. Past performance is no guarantee of future returns. Past performance may differ significantly from future performance due to market volatility. The 
complete performance disclosure can be found in the composite performance disclosure page attached. Index Source: S&P Copyright (c) 2023, Standard & Poor's Financial Services LLC. All rights reserved. Index Source: MSCI Copyright MSCI 
2023. All Rights Reserved. Unpublished. PROPRIETARY TO MSCI.

Non-U.S. Small-Cap Value Equity Composite
Performance (Returns in USD – Before and After Management Fees)

Time Period Composite (gross)* Composite (net)* Benchmark
Value-Added (gross) vs. 

Benchmark
2005 (Inception: Dec 1, 2005) 5.5% 5.5% 6.0% (0.5)%
2006 40.7 39.7 31.8 8.9
2007 11.5 10.7 5.6 5.9
2008 (51.4) (51.8) (45.1) (6.3)
2009 52.9 51.8 38.5 14.4
2010 27.4 26.5 19.8 7.6
2011 (13.7) (14.3) (15.1) 1.4
2012 24.8 23.9 21.0 3.8
2013 32.4 31.4 30.4 2.0
2014 (3.2) (3.9) (6.3) 3.1
2015 7.7 6.9 1.1 6.6
2016 7.7 6.9 7.9 (0.2)
2017 35.0 34.0 27.9 7.1
2018 (18.4) (19.0) (18.4) 0.0
2019 24.7 23.8 22.8 1.9
2020 13.1 12.2 2.6 10.5
2021 23.3 22.4 13.3 10.0
2022 (11.8) (12.4) (14.0) 2.2
2023 through February 5.1 5.0 5.7 (0.6)

One Year Annualized Return (2.8) (3.5) (6.1) 3.3
Three Year Annualized Return 13.4 12.6 6.7 6.7
Five Year Annualized Return 5.2 4.4 1.3 3.9
Ten Year Annualized Return 9.4 8.6 5.4 4.0
Since-Inception Annualized Return 9.1 8.3 5.4 3.7

Since-Inception Annualized Standard Deviation 19.8 19.8 19.2
Since-Inception Active Risk 4.2
Since-Inception Information Ratio 0.9



SUPPORTING EXHIBITS
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Research: Representative Projects

Project Theme Investment Thesis Representative Project

Alternative Data Market participants fail to fully incorporate
information embedded in corporate statements Event Announcements

Machine Learning Alpha signals can have nonlinear payoffs and
often interact with each other in complex ways Deep Learning Alpha

Macro Investors underappreciate the impact of 
macro shocks on groups of stocks Macro Sensitivity

Group Networks Current peer networks play different roles
in defining future linkages Predicted Similarity

ESG Investors fail to recognize ESG information 
present in companies’ written communications ESG Text Analysis



23Colors on the chart symbolize different data sources. Data as of January 2022. 

Global Data

0 50 100 150 200

2022
2021
2020
2019
2018
2017
2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004

Millions of Data Observations Daily

Daily data from over 40 sources including regulatory authorities, company websites, media 
sources, and industry trade organizations not available in standard vendor offerings:

43,500 COMPANIES 
100 COUNTRIES

209 MILLION DAILY 
OBSERVATIONS

55 TERABYTE 
DATABASE
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 M.A. in political science from Peking University
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Annual Performance Disclosure 
Non-U.S. Small-Cap Value Equity Composite

Performance Inception: December 1, 2005. This composite was created on: May 1, 2021. All figures stated in USD.
Acadian Asset Management claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. Acadian Asset Management has been independently verified for 
the periods January 1, 1994 through December 31, 2021¹.   A copy of the verification report is available upon request. A firm that claims compliance with the GIPS standards must establish policies and procedures for complying with all the applicable 
requirements of the GIPS standards. Verification provides assurance on whether the firm’s policies and procedures related to composite and pooled fund maintenance, as well as the calculation, presentation, and distribution of performance, have been 
designed in compliance with the GIPS standards and have been implemented on a firm-wide basis. Verification does not provide assurance on the accuracy of any specific performance report. Reference to the benchmark is for comparative purposes only and 
is not intended to indicate that the composite will contain the same investments as the benchmark. Investors have the opportunity for losses as well as profits. Past performance is no guarantee of future returns. Past performance may differ 
significantly from future performance due to market volatility. Acadian Asset Management is an investment adviser specializing in global equity management. Acadian Asset Management is defined to include assets managed by Acadian Asset 
Management LLC, an investment adviser registered with and regulated by the United States Securities and Exchange Commission, as well as assets managed by its wholly-owned affiliates, Acadian Asset Management (Australia) Limited (ABN 41 114 200 
127), Acadian Asset Management Singapore Pte Ltd, (Registration Number: 199902125D) is licensed by the Monetary Authority of Singapore, and Acadian Asset Management (UK) Limited, authorized and regulated by the Financial Conduct Authority of the 
United Kingdom. On June 30, 2015, Acadian acquired the assets of Acadian's Australian office.
Methodology: Returns are net of foreign withholding taxes on dividends, interest, and capital gains. Since January 1, 2010 Acadian's methodology was augmented to produce a more accurate gross return figure by eliminating modest cash flows such as 
securities lending income and custodial fees which are regarded as independent of the investment management process; the reinvestment of all income and trading expenses continue to be included. Monthly composite results are asset-weighted by 
beginning-of-month asset values of member portfolios which are geometrically linked to arrive at the annual composite return. Net-of-fee performance is calculated on a monthly basis by deducting a model management fee equal to 1/12 of the highest annual 
management fee listed in the standard fee schedule for accounts shown below. The standard fee schedule for accounts managed with this product is 0.75% on the first $50 million, 0.65% on the next $50 million, and 0.5% thereafter. Management fees may 
vary according to the range of services provided, investment performance, and the amount of assets under management. Constituent portfolios are included from the first full month after inception to the present or the last full month prior to cessation of the 
client relationship with the firm. For example, an account that opened January 15, 2019 will be included beginning February 1, 2019. An account that terminated February 12, 2019 will be included through January 31, 2019.  Policies for valuing investments, 
calculating performance, and preparing GIPS reports are available upon request.
Dispersion and Standard Deviation: Acadian's broad definitions are mainly the product of a highly customized process that may result in modest differences with regards to portfolio characteristics among constituents. All accounts managed with directly 
comparable investment objectives are included, though it's possible for members to utilize slightly different benchmarks in optimization and reporting. Although at times dispersion among constituents may be high, the long-term forecast for each portfolio is 
consistent with the overall composite. The 'Dispersion' statistic presented above uses gross of fee returns and is an annual, asset-weighted standard deviation calculation performed only on those portfolios who have been members for the entire calendar 
year. These figures are not applicable if there is only one portfolio in the composite for the full year. Thirty-six months are required to calculate the 'Three Year ex-Post Standard Deviation' statistic. These figures are not applicable if thirty-six months of 
composite returns are not available.
Composite Description: This composite invests in core-like small-cap value equities within non-U.S. equity markets. The focus is mainly on developed markets though some portfolios have limited emerging markets exposure. Complete lists of the firm's 
composite descriptions, limited distribution pooled fund descriptions, and broad distribution funds are available upon request. 
Benchmark Description: The benchmark for the composite is MSCI World ex-U.S. Small Cap Value (net) from Aug 1, 2014 to present. From Dec 1, 2005 to Jul 31, 2014 the benchmark was S&P Small-Cap EPAC Value (total). The MSCI World ex-U.S. Small 
Cap Value Index is a free float-adjusted market capitalization index that is designed to measure the equity market performance of small cap securities in developed markets, excluding the U.S. with focus on securities exhibiting overall value style 
characteristics. These characteristics are defined using three variables: book value to price, 12-month forward earnings to price, and dividend yield. The S&P Small-Cap EPAC Value Index seeks to measure the equity market performance of small cap 
securities in developed markets within the Europe and Asia Pacific regions that represent the lowest 15% of float-adjusted market cap in each developed country and also display value style characteristics. These value stocks are measured using three 
factors: the ratios of book value, earnings, and sales to price.
Index Source: Copyright © 2023. Standard & Poor's Financial Services LLC. All rights reserved. 
Index Source: MSCI Copyright MSCI 2023. All Rights Reserved. Unpublished. PROPRIETARY TO MSCI.
¹Ashland Partners verified Acadian’s GIPS Compliance claim through March 31, 2017.  ACA Compliance Group acquired Ashland’s GIPS Verification unit and provided subsequent verifications. 
GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein. 

Composite
Return (%) 

Gross-of-Fees

Composite
Return (%) 

Net-of-Fees
Benchmark
Return (%)

Dispersion of
Returns Within 
Composite (%)

Three-Year ex-Post Standard 
Deviation of Absolute Gross Returns Number of

Portfolios in 
Composite

Assets In
Composite 

($MMs)

Total Firm 
Assets Under 
Management 

($MMs)Composite Benchmark
2013 32.4 31.4 30.4 n/a 17.0 17.1 1 417 65,153
2014 -3.2 -3.9 -6.3 n/a 13.9 14.0 1 374 70,339
2015 7.7 6.9 1.1 n/a 11.7 12.2 1 418 66,834
2016 7.7 6.9 7.9 n/a 11.9 12.5 1 414 74,174
2017 35.0 34.0 27.9 n/a 11.1 11.7 1 405 96,765
2018 -18.4 -19.0 -18.4 n/a 12.4 12.2 1 306 85,338
2019 24.7 23.8 22.8 n/a 11.7 11.4 1 385 101,232
2020 13.1 12.2 2.6 n/a 20.2 21.7 1 376 107,229
2021 23.3 22.4 13.3 n/a 19.4 21.2 1 539 116,160
2022 -11.8 -12.4 -14.0 n/a 22.8 23.5 1 484 92,796
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These materials provided herein may contain material, non-public information within the meaning of the United States Federal Securities Laws with respect to Acadian Asset Management LLC, BrightSphere Investment 
Group Inc. and/or their respective subsidiaries and affiliated entities.  The recipient of these materials agrees that it will not use any confidential information that may be contained herein to execute or recommend 
transactions in securities.  The recipient further acknowledges that it is aware that United States Federal and State securities laws prohibit any person or entity who has material, non-public information about a publicly-
traded company from purchasing or selling securities of such company, or from communicating such information to any other person or entity under circumstances in which it is reasonably foreseeable that such person or 
entity is likely to sell or purchase such securities.
Acadian provides this material as a general overview of the firm, our processes and our investment capabilities. It has been provided for informational purposes only. It does not constitute or form part of any offer to issue or 
sell, or any solicitation of any offer to subscribe or to purchase, shares, units or other interests in investments that may be referred to herein and must not be construed as investment or financial product advice. Acadian 
has not considered any reader's financial situation, objective or needs in providing the relevant information. 
The value of investments may fall as well as rise and you may not get back your original investment. Past performance is not necessarily a guide to future performance or returns. Acadian has taken all reasonable care to 
ensure that the information contained in this material is accurate at the time of its distribution, no representation or warranty, express or implied, is made as to the accuracy, reliability or completeness of such information.
This material contains privileged and confidential information and is intended only for the recipient/s. Any distribution, reproduction or other use of this presentation by recipients is strictly prohibited. If you are not the 
intended recipient and this presentation has been sent or passed on to you in error, please contact us immediately. Confidentiality and privilege are not lost by this presentation having been sent or passed on to you in 
error.
Acadian’s quantitative investment process is supported by extensive proprietary computer code. Acadian’s researchers, software developers, and IT teams follow a structured design, development, testing, change control, 
and review processes during the development of its systems and the implementation within our investment process. These controls and their effectiveness are subject to regular internal reviews, at least annual 
independent review by our SOC1 auditor. However, despite these extensive controls it is possible that errors may occur in coding and within the investment process, as is the case with any complex software or data-driven 
model, and no guarantee or warranty can be provided that any quantitative investment model is completely free of errors. Any such errors could have a negative impact on investment results. We have in place control 
systems and processes which are intended to identify in a timely manner any such errors which would have a material impact on the investment process.
Acadian Asset Management LLC has wholly owned affiliates located in London, Singapore, and Sydney. Pursuant to the terms of service level agreements with each affiliate, employees of Acadian Asset Management LLC 
may provide certain services on behalf of each affiliate and employees of each affiliate may provide certain administrative services, including marketing and client service, on behalf of Acadian Asset Management LLC.
Acadian Asset Management LLC is registered as an investment adviser with the U.S. Securities and Exchange Commission. Registration of an investment adviser does not imply any level of skill or training. 
Acadian Asset Management (Singapore) Pte Ltd, (Registration Number: 199902125D) is licensed by the Monetary Authority of Singapore. 
Acadian Asset Management (Australia) Limited (ABN 41 114 200 127) is the holder of Australian financial services license number 291872 ("AFSL"). It is also registered as an investment adviser with the U.S. Securities 
and Exchange Commission. Under the terms of its AFSL, Acadian Asset Management (Australia) Limited is limited to providing the financial services under its license to wholesale clients only. This marketing material is not 
to be provided to retail clients. 
Acadian Asset Management (UK) Limited is authorized and regulated by the Financial Conduct Authority ('the FCA') and is a limited liability company incorporated in England and Wales with company number 05644066. 
Acadian Asset Management (UK) Limited will only make this material available to Professional Clients and Eligible Counterparties as defined by the FCA under the Markets in Financial Instruments Directive.

Legal Disclaimer
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