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• As a reminder, the SIC approved a 2% allocation (~$170M) to 
Emerging Market Debt at the December meeting

– Based on early feedback from the SIC the allocation to EMD is a blend of both hard 
and local currency and is benchmarked against the 50/50 index

• Over the last several months, NEPC and Staff have conducted 
additional research to better inform how best to implement the 
blended allocation

– There are several different flavors of blended strategies and thus the performance of 
managers can vary considerably

• As a result of this additional research, NEPC & Staff have invited 
Wellington Management to present to the SIC today 

– Manages $31B in dedicated EMD assets and $4.8B specifically in the Blended Opp EMD 
strategy

– While the Blended Opp EMD strategy inception dates back to 2009, Wellington has 
been managing assets in the space since the mid 90’s

EMERGING MARKET DEBT PROCESS SUMMARY

Current 
Target

Current 
Allocation

Equity Options 2.0% 0.0%
Liquid Credit 2.8% 3.6%
EMD (Blended) 2.0% 0.0%
HY Infrastructure 1% 1%
REITs 1% 1%
Private Credit 3.2% 2.0%
TOTAL INCOME 12% 8%
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NEPC & the RI Investment team ultimately agreed upon Wellington as 
our recommendation to the SIC for several reasons

1. The implementation of their strategy is aligned with the blended view 
of the SIC 

– Relative to peers, Wellington offers more of a balanced mix between hard and local 
currency bonds 
• NEPC has a strong conviction in Wellington’s broad expertise but particularly in the hard 

currency area given our 1-rating of their hard currency strategy

2. Active management is challenging in this space but Wellington has 
produced strong absolute and risk-adjusted numbers

– Wellington’s trailing performance is strong relative to the benchmark and peers
– However, it is their risk-adjusted performance given their information ratio

3. Wellington is a well resourced firm which we think is critically 
important when investing in the Emerging Markets

– Risk management within the emerging markets is important and we believe Wellington 
leverages its resources to thoughtfully minimize drawdown and downside risk

WHY WELLINGTON?
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WELLINGTON MANAGER SUMMARY

General Firm & Strategy Information

Firm Name Wellington Management

Strategy Name Blended Opportunistic Emerging 
Market Debt

Strategy AUM $4.8 Billion 

Strategy Inception 
Date February 2009

NEPC Product 
Rating 3 (Neutral)*

Representative List 
of Competitors 

1. Ashmore
2. BlackRock
3. Investec
4. Lazard
5. PGIM
6. PIMCO
7. Schroder

General Firm & Strategy Information

Strategy Description

The Blended Opportunistic EMD is a 
“best ideas” investment approach 
that seeks to generate attractive 
returns relative to an emerging 
markets debt blended benchmark.
The strategy will seek to take 
advantage of investment 
opportunities across the emerging 
markets fixed income spectrum, 
including hard and local currency‐
denominated sovereign, quasi‐
sovereign, and corporate debt, and 
their derivatives. Currencies will be 
used to both manage risk and 
enhance return. 

Strategy Benchmark 50% JPM GBI‐EM Global Diversified
50% JPM EMBI Global Diversified 

Important 
Considerations

1. Limited Capacity – the strategy is 
likely to be closed in the near 
future

2. Use of EM Corporates – while 
not included in the benchmark, 
Wellington will opportunistically 
allocate to EM corporates

3. Use of Derivatives – strategy will 
use forwards, swaps, and/or 
futures to manage currency and 
interest rate risk

Fees

Fee

Standard 
Commingled Fee:
55 bps 

OPTION 1
ERSRI Commingled 
Fee:
50 bps flat

OPTION 2:
Performance Based 
Fee
25 bps flat
20% incentive fee on 
net outperformance 
relative to 
benchmark

*Wellington is a 1‐rated manager on NEPC’s  Hard Currency FPL
**The proposed performance based fee is net of management fee and operating expenses 
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As of November 2019

HISTORICAL ALLOCATIONS
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As of December 2019

PERFORMANCE SUMMARY (GROSS OF FEE)

1 Year 3 Years 5 Years 7 Years 10 Years
Wellington 17.28 8.34 5.95 3.68 6.47
50/50 Benchmark 14.31 6.92 4.57 2.27 4.86
Difference 2.97 1.42 1.38 1.41 1.61
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As of December 2019

PEER GROUP PERFORMANCE (GROSS OF FEE)

Firm Name Strategy Name 1   
Year

Rank 
(92)

3 
Years

Rank 
(85)

5 
Years

Rank 
(69)

10 
Years

Rank 
(29)

Ashmore EM Blended Debt Total 
Return Strategy 11.5 82 6.8 54 6.6 15 6.0 39

BlackRock Fundamental Emerging 
Markets Flexi-Dynamic Bond 7.7 90 1.0 98 4.2 78 --- ---

Investec Emerging Markets Blended 
Debt 15.5 27 7.8 21 5.0 50 --- ---

Lazard Emerging Markets Debt Total 
Return 11.7 78 3.1 91 2.7 91 --- ---

PGIM Fixed 
Income

Emerging Markets Debt - 
Hard/Local Currency Blend 16.8 13 8.2 14 6.0 31 6.3 32

PIMCO Emerging Markets Blended 
Global Government Bond 16.6 14 8.2 11 6.2 25 6.1 36

Schroder Emerging Markets Debt 
Relative Return 11.8 75 6.2 70 5.6 40 --- ---

Wellington Blended Opportunistic 
Emerging Markets Debt 17.3 5 8.3 9 6.0 32 6.5 25

50/50 Benchmark 14.3 49 6.9 45 4.6 61 4.9 64

Hard Currency Benchmark 15.0 32 6.7 55 6.2 23 6.9 17

Local Currency Benchmark 13.5 64 7.0 37 2.8 90 2.7 96
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As of December 2019

PEER GROUP PERFORMANCE (5 YEAR)
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NEPC, LLC

APPENDIX
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FIXED INCOME: BUILDING BLOCKS 

Source: NEPC
*Calculated as a blend of other classes
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FIXED INCOME: BUILDING BLOCKS

Source: NEPC
*Calculated as a blend of other classes
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• Increasing caution across the EMD universe
– Overall growth forecasts trend upwards, albeit expectations were revised down in late 2019
– Volatility is amplified with trade tensions and increased level of geopolitical risks
– EMD has had good performance across sectors in 2016, 2017 and 2019 

• EM hard currency at tight valuations, local currency remains attractive
– Inflows have been strong; hard currency sovereigns have been the major recipient 
– Favorable outlook for valuations, fundamentals, and technicals for local rates and FX

• EMD Blended vs. EMD Local
– EMD blended approach moderates FX volatility and serves as a long-term strategic allocation.  
– EMD Local-only approach is a concentrated bet on local rates and currencies with a higher risk-

return potential relative to blended 

EMERGING MARKETS DEBT
General Market Thoughts

Implementation Views

Strategy Outlook Commentary

EMD Local Positive Attractive real rates differential remains vs. DM, EM FX still 
attractive; volatility heightened

EMD External Sovereign Neutral Valuations are tight, idiosyncratic risks, significant inflows 
in 2019, upside limited

EMD External Corporates Neutral Stable fundamentals, fair valuations
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• EM Debt universe is balanced geographically 
– Latin America is approximately a third of the universe for both hard as well as local debt
– Asia (China) has smaller footprint compared to EM equity universe 

• EM-DM growth differential expected to increase in 2020 and beyond
– LatAm and CEEMEA, which house the largest economies in the index(Brazil, Mexico, South Africa, 

Russia, and Turkey) are expected to recover faster which serves as a supportive backdrop 
– Many other EM countries have room for further easing, including big index weights such as Mexico 

(10%) and Indonesia (9.4%)  
– In contrast, the growth projections for many DM countries has flattened or reduced and their rates 

have fallen with no more room for policy actions

Commentary
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• Despite recent spread tightening, EM 
rates remain significantly above 
developed country rates

• EM inflation came down to lowest 
levels in a decade

• Dispersion across countries offer alpha 
opportunity for active management

Commentary
Local Currency Sovereign Index  

debt spreads over Treasury

Inflation remains stable relative to DM Diversified source of return for EM local

LOCAL YIELDS REMAIN ATTRACTIVE 
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Year Hard 
Currency

Local 
Currency Corporates Winner

2019 (Oct) 12.80% 9.00% 12.00% Hard Currency 
EMD

2018 -4.26% -6.21% -1.65% EMD Corporates

2017 10.26% 15.21% 7.96% Local Currency 
EMD

2016 10.15% 9.94% 9.65% Hard Currency 
EMD

2015 1.18% -14.92% 1.30% EMD Corporates

2014 7.43% -5.72% 4.96% Hard Currency 
EMD

2013 -5.25% -8.98% -0.60% EMD Corporates

2012 17.44% 16.76% 15.02% Hard Currency 
EMD

2011 7.34% -1.75% 2.31% Hard Currency 
EMD

2010 12.24% 15.68% 13.08% Local Currency 
EMD

2009 29.82% 21.98% 34.88% EMD Corporates

2008 -12.03% -5.22% -15.86% Local Currency 
EMD

Blended approach provides flexibility

• Performance divergence between best 
vs. worst EMD sectors are often 
material 

• Blended mandates provide a way to 
moderate volatility and allow tactical 
rotation between EMD sectors

• High volatility for local currencies 
places more emphasis on 
implementation, risk tolerance and 
time horizon

Commentary

Blended approach to moderate volatility

STRATEGIC ALLOCATION TO BLENDED 

Source: Factset, eVestment
Data as of: 12/31/2019

0%
1%
2%
3%
4%
5%
6%
7%

Fe
b-

04
D

ec
-0

4
O

ct
-0

5
A
ug

-0
6

Ju
n-

07
A
pr

-0
8

Fe
b-

09
D

ec
-0

9
O

ct
-1

0
A
ug

-1
1

Ju
n-

12
A
pr

-1
3

Fe
b-

14
D

ec
-1

4
O

ct
-1

5
A
ug

-1
6

Ju
n-

17
A
pr

-1
8

Fe
b-

19
D

ec
-1

9

12
 m

on
th

 r
ol

lin
g 

re
tu

rn
 s

td
. 

de
v

EM-Hard Currency EM-Local Currency

Blended  Currency

15



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 200
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.75000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice




