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Let me begin by saying it is an honor to be serving my 15th
year on the Retirement Board. For those of you that do not
know me, I am an elected trustee and have been employed
by the Chicago Public Schools for 38 years. In case you
have not picked up on it yet, you will notice that I take a
long-term approach to things, including investment of your
pension dollars, and have a profound appreciation for stability.
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Well, from a financial market standpoint, 2011 was anything
1150
but stable! In fact, it was something of a rollercoaster ride.
To give you an idea, the S&P 500 index, one of the most
1100
common benchmarks used to gauge the U.S. stock market,
began the year at 1,257, rose as much as 8.5% to 1,364,
fell by 17.5% to 1,124 and ended the year flat at 1,257.
The chart will give you a sense of the rollercoaster-like maneuvers the market made throughout the year, including the zero-gravity dive it took toward the end of July that we finally pulled
out of by year end. Like any rollercoaster ride, the financial market ended right where it began and left investors a bit nauseated.
Our Fund fared about as well as the S&P 500 in 2011. The Fund’s flat performance was attributed to the lackluster performance
of the broad market. As long-term investors, we know we cannot let one year’s performance dictate our course. Unfortunately,
our Fund is in a situation where contributions being made to the Fund do not adequately support the benefits paid. As a result of
this negative cash flow, investments have to be sold monthly to finance benefit payments. Currently, we liquidate about 8% of our
portfolio’s assets annually to make such payments. As trustees of the Fund, investment performance is the only lever we have
some control over and no prudent investment return objective is solely going to bring us to full funding. As I am sure you are
aware, most other public pension funds in Illinois and the nation face similar financial challenges. It is my hope that all stakeholders in this Fund can join together in the coming months to devise a sensible plan to properly finance this pension fund over time.
If there is a bright side, the fourth quarter rally in the financial markets carried into the first quarter of 2012. Fueled by a stream of
good data about the economy, U.S. stocks had their best first quarter returns in over a decade and the S&P 500 returned 24.5%
over a two-quarter period ending on March 31, 2012. The Fund’s portfolio generated a total return of 7.8% in just the first quarter
of 2012. I’m hopeful that the momentum will continue.
I want to take a minute to thank Terrance R. Stefanski, former Executive Director of the MEABF, for his 18 years of service to the
Fund. Mr. Stefanski retired in late 2011. Terry was a great mentor to Fund Staff, a close confidant to the Retirement Board, and a
caring friend to us all. Terry, you will be missed.
Finally, many thanks go out to all our members and our partners at the City of Chicago and Chicago Public Schools for all their
support.

John Gibson
Board President

Condensed Statement of Plan Net Assets
(as of December 31, 2011)
2011

2010

$527,877

$1,627,516

168,807,346

189,204,312

Investment receivables

45,985,429

41,850,266

Investments, at fair value

4,938,797,078

5,292,175,950

593,296,080

638,411,775

1,040,642

1,628,050

$5,748,454,452

$6,164,897,869

Operating liabilities

9,285,426

8,442,101

Investment liabilities

92,624,077

82,450,571

593,296,080

638,411,775

$695,205,583

$729,304,447

$5,053,248,869

$5,435,593,422

Cash and cash equivalents
Receivables:
Member/Employer contributions

Securities lending collateral
Property and Equipment, net of accumulated depreciation
Total Assets

Securities lending collateral
Total Liabilities
Net Assets Held in Trust for Pension Benefits

Condensed Statement of Changes in Plan Net Assets
(as of December 31, 2011)
2011

2010

Employer

$156,525,374

$164,302,005

Employee

132,596,417

133,299,542

31,583,226

638,593,426

Total Additions

$320,705,017

$936,194,973

Benefit Payments

663,570,201

630,131,395

32,104,031

29,949,703

7,375,338

6,744,947

Total Deductions

$703,049,570

$666,826,045

Net Increase

(382,344,553)

269,368,928

Net Assets Held in Trust for Pension Benefits—Beginning of Year

5,435,593,422

5,166,224,494

$5,053,248,869

$5,435,593,422

Contributions

Net Investment Income

Refunds
Administrative

End of Year

Visit our website at www.MEABF.org to view our Audited Financial Statements
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INVESTMENT PORTFOLIO
Allocation by Asset Type

Asset Allocation

(as of December 31, 2011)

The Board’s target asset allocation mix was

Domestic
Equity, 32%

adopted in August of 2008. The mix focuses
on gaining a more global market footprint,
reducing exposure to downside equity risk,
and increasing diversification within the fixedincome allocation. Although it would be unfair to measure the new target asset alloca-

Hedged
Equity, 9%

tion over anything less than an entire market
cycle, so far, it appears to be proving effective. The strongest performing asset classes
in 2011 were real estate and fixed income
which generated annual returns of 16.7% and

International
Equity, 22%

Fixed Income,
23%

Short-Term,
7%

Private
Equity, 3%

Real Estate,
4%

6.7%, respectively. The worst performing
asset class was international equity which generated a negative 13.8% due to various macro economic factors such as
the tsunami that devastated Japan and the ongoing debt crisis in Europe. Although short-term performance does provide
some important insights, maintaining a long-term plan to achieve investment goals and objectives is imperative for longterm investors, especially during times of high short-term market volatility such as in 2011.

Rolling Twenty Year Returns
Institutional investment portfolios are best evaluated over long-term periods that include multiple market cycles. The
graph below shows the Fund’s rolling twenty-year returns versus the 8% actuarially assumed rate of return. As you can
see, the effects of the two recessions, over the last decade, have pulled down the results over the past several years.

Visit our website at www.MEABF.org to view Quarterly Performance
2

BENEFITS
The general statistics for 2011 reflect the volume of work the MEABF staff handled during the year. The 2011 volume displayed represents a typical year for the Fund.
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1,856

1,150

462

321

New Ordinary
Disabilities

New Duty Disabilities

272
Refunds

New Spouse &
Beneficiary Annuitants

New Employee
Annuitants

Member Services
MEABF works with the City of Chicago and the Chicago Public Schools regarding pre-retirement seminars for the membership regarding recent laws affecting benefits, current benefit provisions, and the benefit application process. Individualized pre-retirement counseling is also available at the Plan’s office. The number of pre-retirement counseling appointments has risen over the past few years as baby boomers get closer to retirement age. Plan members are strongly encouraged to request an appointment at least ninety days prior to their determined resignation date.
In 2011, MEABF staff counseled over 3,400 members regarding retirement, calculated and distributed over 3,000 annuity
estimates, and received approximately 145,000 phone inquiries. The Plan sent 29,100 statements of pension contributions to active members.
In 2011, 1,422 members began their retirement as 1,127 came off the annuity rolls. Ninety percent of annuity payments
are paid via electronic funds transfer, which ensures that the monthly benefit is in their account on the day the benefit is
payable. During 2011, MEABF disbursed 277,000 annuity payments, 6,715 disability payments, 1,856 refund payments
and issued 23,000 annual statements of annuity benefit.
Of the 23,382 members receiving annual annuity payments, eighty-seven percent or 20,342 remained Illinois residents,
with seventy-one percent or 14,379 residing in the City of Chicago. In 2011 approximately $411.1 million in annuity payments were sent to members residing in the City of Chicago. Not only did these members take care of the City of Chicago
during their careers, but they also continue to assist the City’s economic engine as homeowners and consumers.

Visit our website at www.MEABF.org to access benefit information
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MEMBER DEMOGRAPHICS
Annuitant Members
As of December 31, 2011, 18,813 Fund members were receiving a retirement benefit, an increase of 375 members
from last year. Additionally, 4,274 surviving spouses were receiving a benefit at year-end, 72 fewer than last year. As
seen in the graphs below, approximately 24% of the employee annuitants were 80 years of age or older at year end
and approximately 39% were 75 years of age or older. For surviving spouses, approximately 49% were 80 years of
age or older and 65% were 75 years of age or older.

Employee Annuitants by Age
Ages 70 to 74
19%

Surviving Spouses by Age

Ages 75 to 79
15%

Ages 65 to 69
18%

Ages 75 to 79
16%

Age 80 & Over
49%

Ages 70 to 74
11%

Age 80 & Over
24%

Ages 65 to 69
10%

Ages 60 to 64
15%

Ages 55 to 59 Under Age 55
2%
8%

Ages 60 to 64 Ages 55 to 59
6%
5%

Under Age 55
4%

Active Employee Members
At year-end, there were 31,976 active members of the Fund, up 1,250 members from last year. Over the last ten years,
active membership has dropped by 3,546 members, or approximately 10%. Over 60% of active members are in their
forties and fifties. Additionally, approximately 60% of active members are female.

Active Members by Age
Ages 40 to 49
29%

Ages 30 to 39
18%

Active Members by Gender

Ages 50 to 59
31%

Under
Age 30
9%

Female
60%

Age 60 &
Over
13%

Male
40%

Visit our website at www.MEABF.org to view our Actuarial Report
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OUR MISSION IS TO PROVIDE BENEFITS FOR OUR MEMBERS.
OUR GOALS ARE TO PROVIDE EXCELLENT SERVICE AND PRESERVE
THE FISCAL INTEGRITY AND FINANCIAL STABILITY OF THE FUND.

Timothy G. Guest
Trustee

Amer Ahmad
Vice President

John K. Gibson
President

Martin J. Durkan Stephanie D. Neely
Treasurer
Recording Secretary
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