
 

 
 
 

        

 
Agenda Item 23 

MEETING DATE: August 16, 2023 
 
SUBJECT:  Global Equity Manager Recommendation 
 
                                                                      Deliberation                 Receive 
SUBMITTED FOR:       Consent           X     and Action                  and File 
 

 
RECOMMENDATION 
 

• Approve an investment of approximately $75 million with Allspring Global Investments 
(Global Closed End Fund 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 provides a manager recommendation for the Global/Unconstrained segment of the 
Global Equity asset class, which the Board previously authorized as part of the 2023 annual 
investment plan to bring the allocation toward the 4% target. This item complies with SCERS’ 
Master 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 approval.  
 
BACKGROUND 
 
The investment objectives of the Global/Unconstrained Equity sub-asset class, which is a 
component of 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 global 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. 
The structure for SCERS’ Global Equity asset class and Global/Unconstrained Equity sub-asset 
class are presented below.  

Board of Retirement Regular Meeting 
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As part of the 2023 Annual Investment Plan presented at the November 2022 Board meeting, 
the Board approved Staff’s objective to recommend additions to the Global/Unconstrained 
segment of Global Equity asset class, to increase the allocation toward the 4% target. The 
Global/Unconstrained segment of Global Equity includes the potential for up to 50% of the 
segment to be allocated to “unconstrained” strategies, which are distinct from traditional long-
only equity mandates. Examples of unconstrained strategies include non-beta 1 (equity 
long/short), sector specific, and niche strategies. The recommended Allspring strategy 
represents a niche strategy. The goal for unconstrained allocations is to take advantage of 
unique opportunities to enhance overall fund performance.  
 
SCERS is currently in the process of redeeming from the only unconstrained mandate within the 
Global/Unconstrained segment of Global Equity (Third Point Asset Management). With the 
redemption from Third Point, the allocation to the Global/Unconstrained sub-asset class is 
approximately 1.9%, comprised of two traditional long-only global equity mandates (Artisan 
Partners and Nikko Asset Management), below the target of 4%, with capacity for additional 
allocations to unconstrained and/or traditional global equity strategies.  
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MANAGER SEARCH SUMMARY 
 
Due to the unique nature of the Allspring Closed-End Fund (CEF) strategy, without other 
institutional quality competitors in the space, the manager selection process focused on the 
evaluation of Allspring in isolation, versus the comparative analysis often performed for most 
traditional public equity managers. Staff was first introduced to the Allspring CEF strategy via 
Verus several years ago. With the formation of SCERS’ Global/Unconstrained segment in 2021, 
and the launch of the Allspring Global CEF strategy in September 2022, the dialogue with 
Allspring increased, ultimately leading to more extensive due diligence performed during the first 
half of 2023. The unique nature of the investment strategy, with idiosyncratic drivers of returns, 
is an ideal fit for the unconstrained segment of SCERS’ Global Equity asset class.   
 
Staff and Verus performed extensive due diligence on Allspring, which included several 
meetings with the Allspring investment team, both via video conference and in-person at the 
Allspring offices in Richmond, Virginia.  Staff and Verus reviewed manager information sourced 
from both investment manager databases and received directly from Allspring. Verus also 
conducted operational due diligence on Allspring prior to the recommendation.  
 
RECOMMENDATION SUMMARY 
 
Staff and Verus recommend an investment of $75 million into the Allspring Global Investments 
Global Closed-End Fund strategy. With the addition of Allspring, the Global/Unconstrained 
segment will have three active allocations. The $75 million allocation to Allspring will bring the 
Global/Unconstrained portfolio to approximately 2.5%, with room for additional allocations to 
reach the target of 4%. Staff and Verus continue to explore managers and strategies and 
anticipate making additional recommendations to this segment of the portfolio over the following 
year.  
 
Allspring constructs a diversified portfolio of closed-end funds trading at a discount to the market 
value of underlying securities held in the funds. The Allspring strategy only invests in closed-end 
funds listed and traded in developed markets, primarily the U.S., Canada, and the U.K. The 
strategy typically invests in 75-125 closed-end funds, which allows the strategy to construct a 
portfolio that minimizes sector and geographic differences versus the MSCI ACWI benchmark.  
 
MANAGER REVIEW 
 
The Verus report includes a detailed review of Allspring. Below is summary review by Staff. 
 
ALLSPRING GLOBAL INVESTMENTS 
 
Firm and Team  
Allspring, headquartered in Charlotte, North Carolina, is a global investment platform offering 
equity, fixed income, money market, and alternative strategies to investors. Allspring became an 
independent business in 2021 when Wells Fargo decided to spin-out its asset management 
business. Following the transaction, which included the rebranding to Allspring, the firm is owned 
primarily by private equity firms GTCR (50%) and Reverence Capital (20%). Allspring employees 
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have a 20% ownership stake, and Wells Fargo retained 10% ownership.  Allspring has over 
$466 billion in assets under management, 23 offices globally, and over 450 investment 
professionals.  
 
The Closed-End Fund investment strategy, which has $5.4 billion in AUM, is led by Eric Harper 
(Managing Director, Lead PM). Mr. Harper has over 27 years investment experience, joining the 
predecessor firm Wells Fargo Asset Management (WFAM) in 2000 and previously holding a 
similar role at Tattersall Advisory Group. The other portfolio managers on the strategy, Mehmet 
Camurdan and Scott Eldrige, joined WFAM in 1999 and 2016, respectively. Mr. Harper and Mr. 
Camurdan previously worked together at Tattersall Advisory Group and have worked together 
managing the strategy for over 20 years. Mr. Eldridge has over 27 years industry experience, 
previously holding roles as director and portfolio manager at Invesco PowerShares and Caprin 
Asset Management. 
 
Allspring takes a team approach to managing the strategy. All portfolio managers have extensive 
experience and have worked together for many years. Changes to the portfolio are made by 
majority decision, with the primary factor being the relative attractiveness of a closed-end fund’s 
discount relative to its history and relative to other peer funds historical discount to NAV.  
 
INVESTMENT STRATEGY 
 
Philosophy & Approach 
 
The Allspring CEF investment strategy focuses on closed-end equity funds trading at a discount 
to the market value of underlying securities held in the funds. Closed-end funds are a type of 
mutual fund that issues shares to raise capital for the initial fund investment. The closed-end 
fund invests in public equity securities, with the fund trading on public market exchanges. The 
share price for the CEF is driven by market forces and often varies from the underlying fund net 
asset value (NAV). The NAV is calculated based on the market value of the underlying securities 
held in the fund, while the CEF share price often trades at a discount or premium to NAV. The 
share price deviation from market value creates an opportunity to purchase the fund at a discount 
and generate returns as the discount narrows.  
 
The primary focus for generating excess returns is by purchasing CEFs at a discount to the 
funds’ underlying net asset value (NAV). Inefficiencies in the CEF market allow the share price 
of exchange traded CEFs to trade at a discount or premium to NAV. The Allspring investment 
team utilizes a proprietary quantitative model that calculates and tracks the NAVs of exchange 
traded CEFs, identifying investment opportunities. Additionally, the investment team performs 
fundamental analysis when evaluating underlying fund investments. Investing in CEFs that trade 
at a discount to NAV provides a unique and repeatable source of alpha.  
 
The Allspring management team will also occasionally take an activist approach to help close 
the discount to NAV and generate returns. The activist approach can involve working directly 
with fund management and/or challenging management via a proxy contest. In either case, the 
goal is to help facilitate the fund discount to narrow and drive performance for investors. 
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In addition to the CEF discount, the strategy also benefits from investing in funds that outperform 
their underlying index benchmark. Portfolio managers of CEFs are incentivized to generate 
outperformance versus the benchmark, similar to other actively managed equity strategies. 
Issuers of CEFs are often large investment firms, and outperformance of existing CEFs provides 
a greater opportunity to issue new CEFs in the future and generate larger AUM. The Allspring 
investment team has extensive experience and knowledge of the CEF market, which contributes 
to selecting underlying funds with a proven ability to generate outperformance versus the 
benchmark, in addition to understanding premium/discounts to NAV, adding another lever of 
potential alpha generation.  
 
Research Process 
The research effort is predominately focused on identifying pricing discrepancies withing the 
closed-end fund universe. The Allspring team utilizes a proprietary quantitative model, which 
continually calculates the Net Asset Values (NAV) of exchange traded closed-end funds, 
identifying opportunities when the fund share price trades below its NAV. The CEFs are then 
evaluated from a fundamental and qualitative perspective based on the extensive experience of 
the portfolio management team. The model is continually reviewed and enhanced in response 
to changing market dynamics.  
 
In addition to evaluating a funds discount level on an absolute basis (versus its own history), 
CEFs are grouped into categories based on the funds objective (specific geography or sector, 
for example). Grouping funds by objective helps to evaluate a funds discount level relative to 
other similar funds, versus only selecting funds with the highest discounts without factoring in 
broader market dynamics. This allows the Allspring team to select the highest quality assets at 
the most attractive discount levels, and constructing a diverse portfolio of CEFs.  
 
Approximately 90% of research is developed internally, while approximately 10% is obtained 
from external sources. The strategy’s sector allocation decision process is 100% bottom-up. The 
investment process does not require a top down "view" of the markets or currencies, however 
Allspring does have policies to ensure that portfolios are within client guidelines for geographical 
allocations. 
 
Portfolio Construction 
The Allspring strategy employs a fund of funds approach to build a diversified portfolio of 75-125 
equity closed-end funds, which collectively represent over 2,000 underlying securities. By 
investing in a pool of funds, the overall portfolio has exposure to a wide range of investment 
styles and market capitalization (i.e. growth, value, large-cap, small-cap). The diverse nature of 
the CEF universe allows Allspring to construct a portfolio that sharply reduces the risk of 
individual stocks, sectors, or countries adversely affecting the portfolio’s overall performance. 
The global strategy takes into account the sector and country exposure of the MSCI ACWI 
benchmark, which helps mitigate risk and meet the goal of generating excess returns above the 
benchmark.  
 
The CEF universe consists of over 500 closed-end funds. The Allspring CEF strategy only 
invests in CEFs listed and traded in developed markets, primarily the U.S., Canada, and the 
U.K. The large number of CEFs available allows the Allspring team to construct a diversified 
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portfolio of CEFs, which minimizes sector and geographic differences versus the benchmark. 
The strategy seeks to generate excess returns driven by the narrowing of fund discounts and 
selection of top performing CEFs, while minimizing tracking error versus the benchmark, thus 
generating attractive risk-adjusted returns. The strategy will only invest in CEFs when there is 
an attractive return opportunity and will utilize exchange-traded funds (ETFs) as necessary to 
maintain market exposure across geographies and sectors and reduce portfolio risk relative to 
the benchmark.   
 

PERFORMANCE  

The Allspring Global strategy was launched in September 2022, so therefore doesn’t have a 
meaningful performance track record to reference. The performance referenced below is for the 
MSCI ACWI ex-US strategy (international developed and emerging markets, excluding the U.S.), 
which has the largest AUM at approximately $2.4 billion, and an inception date of October 2009. 
The Global strategy essentially pairs the ACWI ex-US strategy with the U.S. All Cap strategy, 
with the relative weights approximating the MSCI ACWI benchmark, which is 60% U.S. and 40% 
International as of June 2023. 

Despite underperforming in the short term, the strategy has delivered strong excess returns over 
extended time periods with moderate levels of risk, resulting in top-tier risk-adjusted returns. 
Over the past 10 full calendar years, the strategy has outperformed the benchmark in eight 
years, resulting in 2.9% annualized excess returns over that time1. Over the longer term, relative 
to the ACWI ex-US equity manager peer universe, the Allspring International strategy ranks in 
the top quartile for tracking error (below 4%) and the top quartile for Information Ratio2. 

 
1 Outperformance versus the MSCI ACWI ex-US strategy for the 10-year period ending December 31, 2022.  
2 Information Ratio (IR) measures excess returns above a benchmark compared to the volatility of those returns. 
Information Ratio is calculated as the return on a portfolio above the return of the benchmark divided by tracking 
error. Tracking error measures the standard deviation (volatility) of the excess returns.  

Source: Allspring and SCERS, as of June 30, 2023 
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Additionally, over rolling five-year time periods, the strategy has consistently delivered 
outperformance versus the benchmark (see chart below).  
 

Rolling 5-Year Annualized Returns vs. Benchmark. Source: Allspring, as of June 30, 2023 

 

Performance Risk & Efficiency Measures 

 
Description 1 Yr 3 Yr 5 Yr 7 Yr 10 Yr SI 

Annualized Returns 
10.60

% 
6.82

% 
4.09

% 
8.30

% 
6.98

% 
7.56

% 

Source: SCERS, eVestment, as of June 30, 2023   

Description 1 Yr 3 Yr 5 Yr 7 Yr 10 Yr SI 

Annualized Returns 10.60% 6.82% 4.09% 8.30% 6.98% 7.56% 

Annualized Alpha -1.75 -0.50 0.51 1.60 2.08 2.88 

Beta 0.99 1.04 1.06 1.07 1.03 1.02 

Sharpe Ratio 0.34 0.30 0.13 0.41 0.38 0.42 

Information Ratio -0.54 -0.09 0.14 0.53 0.61 0.83 

Tracking Error 3.92 4.35 4.08 3.71 3.66 3.59 

Upside Capture 93 102 108 112 108 108 

Downside Capture 100 103 104 102 97 94 
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MANAGEMENT FEES 
 
For an investment with Allspring, SCERS will utilize a separately managed account structure 
with assets held by SCERS’ custodian. Allspring offers either a flat base management fee or 
performance based fee structure. For an account size of $75 million, the base management fee 
would be equal to 60 basis points (0.60%). Under the performance fee structure, the base fee 
would be lower but would allow Allspring to earn increased compensation dependent on 
performance above the benchmark index.  
 
Staff and Verus recommend a performance based fee structure with Allspring. The break-even 
level where the performance based fee and standard flat fee are equivalent is at approximately 
2.5% excess performance. Allspring 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 of how 
the fee is calculated. If an agreement on terms for the performance based fee cannot be reached, 
then the standard base management fee would apply.  
 
TRANSITION OF ASSETS 
 
SCERS’ Global Equity portfolio is below the 40% target allocation, at 39.2% as of July 31, 2023. 
The Global/Unconstrained segment is below the 4.0% target allocation, at 1.9% excluding the 
allocation to the other Unconstrained mandate, which is in the process of being liquidated. With 
the underweight allocation, the majority of the funding for the Allspring mandate will come from 
existing cash. Cash proceeds from the Third Point redemption will be received over the next 
several quarters and will be available for other investment and cash needs across SCERS’ 
portfolio. With cash available to fund the Allspring mandate, no other transaction steps are 
necessary to implement the mandate.  
 
For implementation of the mandate, SCERS’ often utilizes the services of a transition manager 
to facilitate the initial purchase of securities. The transition manager runs a pre-trade analysis to 
evaluate liquidity of securities and potential implementation costs, which is compared to cost 
estimates provided by the manager. The use of a transition manager can also help minimize 
impacts to performance during the implementation by equitizing cash in instances where 
securities have less liquidity and initial purchase of securities needs to be extended. Per 
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discussion with Allspring, other clients have also utilized transition managers and they are 
amenable to this approach.  
 
SUMMARY 
 
Staff and Verus believe that adding Allspring’s Global Closed-End Fund strategy will enhance 
SCERS’ Global Equity asset class. Allspring has managed the CEF strategy over many years 
and delivered strong performance with moderate levels of risk versus the equity index 
benchmarks.  The Board will have the opportunity to hear from Allspring directly at the August 
Board meeting and ask any questions, prior to considering the recommendation.   
 
Pending Board approval, and the successful legal review and negotiation of an investment 
management agreement, Staff will target funding the new mandates at the end of September 
2023. Staff also seeks Board approval for the CEO to execute any necessary documents or 
agreements to effectuate the transition. 
 
 
ATTACHMENTS 

 
• Board Order 
• Verus Manager Recommendation  
• Verus Due Diligence Summary 
• Verus Manager Search Presentation  
• Allspring Presentation 

 
 
Prepared by:      Reviewed by: 
 
/S/       /S/ 
____________________________  ______________________________ 
Brian Miller      Eric Stern 
Senior Investment Officer    Chief Executive Officer 
 
/S/ 
______________________ 
Steve Davis 
Chief Investment Officer 
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Sacramento County Employees’ Retirement System 

 

 
Item 23 

 

Before the Board of Retirement 
August 16, 2023 

 

AGENDA ITEM:  

Global Equity Manager Recommendation 

 

THE BOARD OF RETIREMENT hereby approves Staff’s recommendation 
to approve an investment of approximately $75 million with Allspring Global 
Investments (Global Closed End Fund 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  
August 16, 2023 by the following vote of the Board of Retirement, to wit: 
 

AYES:  
 
 NOES: 
 
 ABSENT:  
 
 ABSTAIN:  
 
 ALTERNATES:  
 (Present but not voting) 
 
 
____________________________                  _______________________ 
Board President      Eric Stern  
        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:  August 16th, 2023 

RE:  Global Equity Search and Recommendation 

 
Executive Summary  
In December 2021, SCERS Board approved a new Global Unconstrained equity allocation within 
the Global Equity asset class. As part of the build‐out of the Global Unconstrained portfolio 
within SCERS’ public equity allocation, Staff and Verus are recommending the Board approve the 
hiring of one additional manager to compliment two existing strategies in Global Unconstrained. 
Staff and Verus had been familiar with Allspring’s closed‐end fund (CEF) strategy series for 
several years and saw an interesting opportunity to allocate to the relatively new global closed‐
end product. Unlike most equity strategies that rely on some degree of inefficiencies in the stock 
market to add value, Allspring CEF capitalizes on inefficiencies in the closed‐end fund market.  
The result is a high degree of alpha that has little correlation with the excess returns of 
traditional stock picking strategies.        
 
 

Asset Class 
Target 

Allocation 
Strategy Target 

Allocation 

Global/Unconstrained Equity  4.0%    

Artisan Global Opportunities    1.0% 

 Nikko AM Global Equity    1.0% 

 Allspring Global CEF    ~0.5% 

TBD    ~1.5% 

 
Search Summary 
Unlike in prior manager recommendations that involved a broad universe search and narrowing 
down of opportunities, Verus and SCERS Staff had an existing familiarity with the Allspring 
Closed‐end Fund team and saw an interesting fit within the Global/Unconstrained Equity 
portfolio. The goal of the Global/Unconstrained portfolio is to find both compelling long‐
only/long‐biased global equity strategies and equity strategies that don’t fit neatly into a 
particular style or capitalization box.  Currently, the portfolio has two “traditional” global equity 
strategies in Artisan and Nikko so the addition of Allspring is expected to deliver a unique source 
of “alpha” that is uncorrelated to the broader public equity portfolio.   
 
One of the nuances of managing a closed‐end fund strategy are the liquidity constraints. Many 
of the closed‐end funds have a small share float so trading in large quantities can have a 
material impact on the share price and thus the discount/premium to NAV. This headwind to 
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scaling is likely a reason there are few competitors in the CEF space. We believe Allspring has 
been prudent in managing their AUM growth and preserving alpha opportunities for existing 
investors. Allspring’s longest track record and highest assets under management is their 
International CEF strategy, which has been effectively closed to new investors for years. 
Allspring launched a U.S. CEF strategy in 2020. The team launched a Global CEF strategy in 2022 
which is a blend of their International and Domestic CEF strategies. We gained comfort in the 
short track record and low AUM in the Global strategy through their success in managing 
International and U.S. products.  The low AUM we view as more of an asset as we recognize the 
liquidity constraints inherent in this strategy’s success.   
 
Attached to this memo is an investment due diligence summary on the Allspring Global CEF 
strategy and a performance book showing historical returns for other Allspring CEF strategies 
with longer track records.  A separate operation due diligence summary is provided to Staff.    
 
Background on closed‐end funds: 
Closed‐end funds are pooled investment funds that trade on listed exchanges (ex. NYSE, 
NASDAQ) like a stock. The funds have a fixed number of shares, so unlike mutual funds, do not 
take in new assets. Instead, investors buy/sell the closed‐end funds if they want exposure to a 
particular fund strategy. The closed‐end funds hold shares in listed stocks, managed by a fund 
manager (ex. Fidelity, JPMorgan, etc.) and the value of those stocks (plus any cash or other 
securities) comprises the fund net‐asset‐value (NAV). At times, the closed funds trade at 
premiums or discounts to the value of the Fund’s NAV.  When they trade at a discount, that can 
often be an interesting buying opportunity for investors like Allspring to purchase the Fund and 
hold till the price moves back to NAV.   
 
Verus Summary and Recommendation 
Staff and Verus have performed and completed a thorough review of Allspring Global CEF and 
are recommending to the SCERS Board an investment of $75 million.  
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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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Allspring Global Investments 

 

 

 

 

 

 

 

Global Equity CEF 
 
Product Information 
    

Asset Class:   Equity  Verus IQ Rating:  IQ3 

Sub‐Asset Class:  Global Equity  Flag:  No Flag 

Strategy Inception:  10/1/2022  ESG Rating:  C 

Benchmark:  MSCI ACWI  Emerging | Diverse:  N/A 

Performance Objective:  MSCI ACWI + 2‐3% over 3‐years  Risk Objective:  2‐3% TE over 3‐years 

 

Organization and Vehicles 
 

Firm 
Assets: 

$397,578MM  Separate Accounts:  Available 

Strategy 
Assets: 

$335MM  Commingled Vehicles:  Available 

Location: 
1415 Vantage Park Drive 
Charlotte North Carolina, 28203   

Mutual Funds:  Not Available 

Key 
Persons: 

Eric Harper  Status (Open/Closed):  Open 

 

Verus Rating Detail 
 

Alignment ‐ The investment product is supported by a robust and stable organizational and team structure.   

Allspring is an independently owned asset management firm boasting a large platform of global equity, fixed income, 
alternative, and money market capabilities. Private equity firms, Reverence Capital Partners and GTRC, effectively 
spun‐out Wells Fargo Asset Management in 2021 and rebranded with an ‘Allview’ approach to enhance existing team 
technology and better unite the firms’ 23 underlying investment teams. The private equity firms have indicated intent 
to be long‐term investors, together retaining 70% ownership. A 20% equity stake is held by existing employees, 
including portfolio management and investment personnel. Incentive awards for portfolio managers are determined 
based on a review of relative investment and business/team performance evaluated on a 1‐, 3‐, and 5‐year basis. A 
predominant weighting is given to longer time periods versus the relevant benchmarks and/or peer groups consistent 
with the investment style. The long‐term portion of incentives generally carry a pro‐rata vesting schedule over a 3‐
year period and some portfolio managers are required to invest a portion of incentive compensation into the 
products they support. Capacity management by the investment team lends credence to the firm’s commitment to 
client outcomes, rather than gathering assets. While private equity ownership implies a potentially uncertain 
ownership future, we believe there is adequate alignment of interest given employee ownership and portfolio 
management buy‐in on the products they manage. 

 

Edge ‐ The manager has articulated an inefficiency or market‐based belief that informs its process.   

Closed‐end fund (CEF) investment strategies are unique given the illiquidity of underlying investments leading to 
capacity constraints and limited competition among peers. Lack of sell side and Wall Street coverage create an 
inefficient space that can be challenging to invest in. Consequently, the Global CEF team seeks to add value 
systematically via a quantitative process to generate alpha through discount narrowing, rather than underlying 
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manager selection, although both are expected sources of excess return. The investment team invests in 75‐125 
CEF’s, representing over 2,000 individual securities. This intentional broad diversification serves to limit active risk 
from a security selection standpoint to better capture movements in the NAV. 
 
Eric Harper, lead portfolio manager, has worked in CEF investing since 2000 and is supported by two co‐portfolio 
managers. This trio has been working together since 2016. Additionally, the team employs a differentiated, 
systematic, and straightforward methodology to monitoring discounts. By adjusting reported NAV to market 
movements and currency fluctuations in proportion to a fund’s beta, the team accesses real‐time NAV estimations to 
better help uncover investment opportunities. Despite the retirement of longtime co‐portfolio manager, G.D. 
Rothenberg, in 2022, we remain satisfied that the strategy is adequately supported by CEF subject matter experts. 

 

Implementation ‐ The manager has described an investment approach which is sensible, repeatable.   

The Global Closed‐End Fund strategy seeks to outperform the ACWI Index by investing in a well‐diversified portfolio of 
global equity closed‐end funds listed in the U.S. and the U.K. The investment team employs a Fund of Funds 
methodology to construct and manage a diversified portfolio of between 75‐125 funds representing over 2,000 
underlying companies. The fund has two compelling sources of alpha: 1) underlying manager selection and 2) the 
closing of NAV discounts. By systematically investing at a discount to NAV, the team hopes to capitalize on the 
inefficiencies within the CEF marketplace, while removing idiosyncratic risk and style bias. The investment team’s 
proprietary quantitative model continually calculates the Net Asset Values of exchange‐traded closed‐end funds in 
real time, indicating investment opportunities. These opportunities are then thoroughly evaluated from a rigorous, 
qualitative perspective, employing the depth and breadth of team’s investment experience. On‐site due diligence is 
core to the team’s investment process as the team evaluates the mechanisms for a narrowing discount. These can 
include a change of portfolio manager, extraordinary dividends, or changing structure from closed to open, to name a 
few. Because of the nature of supply and demand in the CEF universe, combined with the strategy’s pure bottom‐up 
security selection process, the strategy tends to carry a structural overweight to small‐ and mid‐Cap stocks. Sector and 
country active weights are a result of the bottom‐up security selection process. Mandate guidelines restrict regional 
over and under weights to 50% to 150% of index allocations. 

 

Optimal use of risk ‐ The manager has an effective framework to assess and manage risk inherent in its process.   

Portfolio management defines risk as variance of returns around each client’s benchmark. By investing in a pool of 
funds, the investment team obtains a wider range of styles, market caps, and stocks that help to diminish the risk of 
any individual contributor’s impact. This broader diversification and alignment with regional policy ranges has 
historically narrowed tracking error (in the international CEF) to an extremely consistent range of 3‐4% over rolling 
periods. Cash is used as a risk management tool to offset any gearing present in some of the CEFs utilized in the 
strategy. 
 
The international CEF product has formally opened and closed several times since inception, highlighting a diligent 
approach to capacity management. By allowing the portfolio manager to dictate capacity, we believe the team has 
greater portfolio control and client‐centric focus. As of January 2021, all the non‐US CEF offerings managed by the 
team are hard closed. However, capacity may become available sporadically in response to flows. 

 

Understandable Performance ‐ Historical and future performance sensitivities are consistent with the manager’s process.   

The majority of alpha generated by the investment team has historically been attributable to their ability to capitalize 
on discount movements, although relative NAV performance has also been a contributor. The investment team 
explicitly look to manage tracking error and generate 2‐3% excess return to the ACWI benchmark. Rolling 3‐year 
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information ratio analysis of the international CEF validates this objective, as the portfolio has ranked in the 19th 
percentile of peers, on average, looking back to 2009. The Fund of Funds structure allows the investment team to 
adequately balance style and size, while gaining access to specialty investing strategies, like those focused on Gold 
and Mining sectors. The portfolio has historically generated a positive asymmetrical return profile, generating a higher 
upside capture than downside. However, downside capture is in excess of 100% over most trailing periods and this 
product may not be suitable for clients concerned about short‐term loss of capital. Given the limited liquidity of CEFs, 
the product is more suitable for clients with medium‐to‐longer term investment horizons who can tolerate the lower 
liquidity of underlying investments. Overall, we expect the portfolio to outperform in most market environments with 
a non‐style specific return profile. 

 

The manager has described an integration of ESG into their investment philosophy.    

The investment team emphasizes a strong focus on the governance aspects of responsible investing. The team 
considers well planned and executed corporate actions to represent an alpha generation opportunity. Corporate 
engagement is viewed to be an important responsibility of Fund ownership, and the team works closely with the 
firm's proxy voting administrator, Institutional Shareholder Services (“ISS”), in the review of their proxy voting 
recommendations. While the investment team's views may often align with these recommendations, there are also 
instances in which the team expresses and documents alternative recommendations if a compelling opportunity 
exists. We do not believe integration of environmental and social investment considerations are present in the 
portfolio and that governance is largely considered at the fund management level, rather than at the individual 
security level. 
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Source: eVestment Alliance Database via MPI. Performance is gross and does not include fees and expenses which will reduce returns. The GIPS Composite Report, including information on net 

returns, can be found at the end of this report. Past performance is not a reliable indicator of future results.



Source: eVestment Alliance Database via MPI. Performance is gross and does not include fees and expenses which will reduce returns. The GIPS Composite Report, including information on net 

returns, can be found at the end of this report. Past performance is not a reliable indicator of future results.
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