il
At

FROM VISION
TO EXECUTION

How Investors Are Operationalizing
the Total Portfolio Approach

F57%

AAAAAAAAAAAA

Thinking Ahead Institute
An innovation network founded by WTW



CONTENTS

PREFACE: A Global Call for Conversation /
INTRODUCTION 4

MAPPING THE TRANSITION TO TPA 8
REVEALING THE TPA IMPACT ON PORTFOLIOS 16
PUTTING THE TPA MINDSET TO WORK 22
CONCLUSION: STAYING ON THE JOURNEY 36

EPILOGUE: Carrying the Conversation Forward 38

Authors:
Aaron Filbeck, CAIA, CFA, CFP®, CIPM, FDP
& TFayne Bok, CAIA, CFA



PREFACE:

A Global Call for Conversation

The market environment has been shifting at a dizzying pace, prompting investors to question playbooks that
had guided portfolio decisions for decades. From boardrooms to investment committee tables, the question is

no longer whether we need a more agile, risk-aware, and long-term approach, but how quickly we can adopt one.

In 2024, CAIA Association published Innovation Unleashed: The Rise of Total Portfolio Approach, introducing
a framework that challenged the industry to rethink how capital is allocated, governed, and managed. In that
report, we heard from four industry leaders in the TPA evolution, who helped us define the four dimensions of

the approach:

1. An Empowering Governance Structure — Ben Samlid, Future Fund

2. A Single Portfolio Culture — Swee Chiang Chiam, GIC

3. A Competition for Capital Mindset — Charles Hyde, NZ Superannuation Fund
4. Investing Through a Factor Lens — Derek Walker and Geoff Rubin, CPPIB

We had no idea how timely and transformative its release would turn out to be. The report, developed
with early adopters and industry partners, ignited conversations in every corner of the investment world and
quickly became a source of insight far richer than we anticipated. What began as a framework on paper turned
into a living dialogue, surfacing practical challenges, inventive adaptations, and a shared urgency that has

shaped our focus ever since.

Since that publication, we’ve been on a global listening tour, meeting with CIOs, portfolio strategists, board
members, and consultants across five continents. We've shared the ideas of the Total Portfolio Approach
(TPA) on conference panels, in investment committee meetings, on podcasts, and in working groups alongside
stakeholders across institutional and wealth management, all eager to learn from one another. We've heard

their successes, struggles, and practical insights as they’ve tested Total Portfolio principles in real time.

This report is the product of that ongoing dialogue. We've captured the lessons learned, the adjustments
made, and the opportunities that lie ahead. Like the approach itself, our intent was not to prescribe, but to
extend an invitation to the global investment community: to advance a more holistic and resilient way to

build portfolios that can withstand the next wave of change—whatever form it takes.
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INTRODUCTION

By Aaron FileC/{, CAIA, CFA, CFP®, CIPM, FDP
& 7ayne BO/{, CAIA, CFA

The Questions That Drove Us

Over the course of 18 months, we observed a set of recurring questions—raised in different ways depending
on who was asking, yet consistently pointing to shared underlying themes. This report is both a synthesis of
what we've heard during that time and a reflection of what we’ve learned by examining those questions and the

perspectives behind them.

A few core questions began emerging across geographies, asset sizes, and organizational structures. They
became a throughline, shaping our conversations, challenging our assumptions, and ultimately guiding the

direction of this report.

1. How quickly can an organization transition to TPA? And how do we manage the pace of change?

2. How do we balance the flexibility that TPA affords us with a strong eye towards risk management and
discipline?

3. Does TPA look different for different types of asset owners? Can a sovereign wealth fund and a small
foundation use the same framework?

4. How does TPA impact actual asset allocation and portfolio construction? Is this an investment model

or just an operating philosophy?

But perhaps even more pressing were the questions about urgency, those of you who asked not just what needs
to change, but how soon, and ar what cost if we wait. These aren’t theoretical questions. They reflect the lived

concerns of strategy teams, CIOs, and board members navigating real-world constraints.

This sequel report picks up where the first paper left off — exploring the practical journey from theory to

implementation.

Conversations with Experts Along the Way

Fittingly for a paper about TPA, this is a joined-up effort — shaped by CAIA Association, the Thinking Ahead
Institute, WT'W, and a dozen CIOs who generously shared their time and insights. Over the past few months,
we've engaged with twelve asset owners across five continents, each at a different stage of TPA adoption.

Their experiences are diverse — and proved invaluable in addressing the aforementioned core questions. The

organizations can be seen in Figure 1.

? / Asset Owners Interview List
W Organization

Country

~~Naska Permanent Fund United States

APG Netherlands

(alPERS United States

(PPIB (anada

Future Fund Australia

alC Singapore

NZ Super New Zealand

PSP (anada

Railpen United Kingdom

TCorp Australia

Universities Superannuation Fund (USS) | United Kingdom

SWIB United States

Our goal was to help others approach their own TPA journey with greater confidence, a clearer roadmap, and

ideally fewer bumps along the way.

As we'll discuss in subsequent sections, some of the organizations on the list were in the earliest stages of

exploring the model, while others had been refining and iterating on it for years. As a result, we benefited from

a wide cross-section of viewpoints, challenges, and unique circumstances within each organization.



Each participant in this initiative was selected not only for their current position on the TPA journey, but also
for the thoughtfulness with which they are navigating it. While the size of their portfolios and the maturity
of their implementation varied widely, they all shared one thing in common: a willingness to engage in candid

dialogue about the real-world challenges of change.

We encouraged open-ended thinking, welcomed tangents, and prioritized insights over consensus. Rather than
distill these conversations into a single “best practice,” we've aimed to highlight the patterns and perspectives

that emerged most consistently.

Finding the Common Denominators

Again, not every organization approaches TPA the same way, nor are they at the same point along the journey.
However, we can identify three important common denominators across every organization, regardless of its

progress.
1. Governance and Culture: The Structural Core

Governance and Culture were two of the four dimensions of TPA introduced in our previous report, so
this may not come as a surprise. However, these two pillars are arguably the most important foundation
that must be built for anything else to be successful. TPA relies on a culture of clear ownership,
delegation, trust, and alignment. None of these can truly be in place if the governing body is still

focused on investment decision-making.
2. TPA Is an Evolution, Not Instantaneous

For almost every organization interviewed, establishing TPA required a multi-year journey, while
maintaining TPA demands ongoing attention and adaptation. The transition involved more than just
new processes or portfolio changes. It demanded a shift in mindset, unlearning old habits, and deliberate
reinforcement to make the change sustainable. This evolutionary mindset doesn’t just help internal shifts;
it requires tight collaboration with boards as responsibilities and ownership were redefined. Boards and
oversight committees are more likely to support TPA initiatives when they understand the phased, trial-

and-error nature of implementation.

3. The Portfolio Is a Byproduct of the Journey

Perhaps the most surprising finding was that few of our interviewees took a prescriptive view of what the
portfolio should or shouldn’t include. Instead, they described its composition as an output of TPA - not
a starting point. While many were driven to improve outcomes and make better decisions, most did not
begin with a predefined asset allocation in mind. Rather, the portfolio construction process was viewed as

downstream result of upstream decisions around governance, investment beliefs, and institutional design.

This is the least prescriptive part of the framework, and, in many cases, that was by design. As we have

written previously, “The portfolio is not the point. The point is the process that leads to better outcomes™.

From here, the paper moves through three sections, each exploring a different dimension of the transition

to TPA.

[ ' Stage 1: Mapping the Transition to TPA: This section will
| weave the three common denominators through the context of the
journey from a pure SAA framework to a pure TPA framework,

L covering the common phases and milestones along the way.

Stage 2: Revealing the TPA Impact on Portfolios: This section
will discuss some of the findings around how portfolios change

and evolve due to the transition from SAA to a TPA framework.

!.~-’f ‘s ) Stage 3: Putting the TPA Mindset to Work: This section will offer a
N {i few important frameworks for asset owners embarking on the journey
- :_‘ J towards TPA, backed by practical application and consideration.
=

"https://caia.org/blog/2024/03/19/next-here-rise-total-portfolio-approach



STAGE 1:

Mapping the Transition to TPA

By Aaron Filb€€k, CAIA, CEA, CFP®, CIPM, FDP

The Water We Swim In

Before I begin this section on the journey towards implementation, it’s worth reflecting on a metaphor that

occurred when we first began talking about TPA:
“A fish doesn’t know it’s in water.”

We often fail to recognize the challenges of our own environment when we’re immersed in it, which can also be
said for an existing investment structure. Traditional frameworks: strategic asset allocation (SAA), asset class
buckets (even asset classes themselves!), and siloed mandates aren’t questioned because they’re the default. We

are the fish, and this is the water we swim in.

But to implement and maintain the Total Portfolio Approach is to act more like the non-conforming salmon:
aware of its environment and unafraid to swim against the current. It requires the courage to challenge inertia,

to revisit decisions that no longer serve, and to commit to continuous calibration in pursuit of long-term goals.

As we'll discuss in this section, even among those furthest along the journey, the path isn’t easy, and it’s tempting
to stop swimming against the current. Remaining faithful to the TPA mindset demands vigilance, humility,
and grit. It also offers something rare in our industry: the possibility of true alignment between capital and

purpose. And that, in the words of one of our interviewees, “is worth swimming upstream for.”

What Are You Solving For?

When investment organizations express interest in adopting the Total Portfolio Approach, the conversation
often begins with structure and ends with performance. But those who have started down the path, and
especially those who are further along, speak most about the importance of setting up the right governance
structure and enabling the right culture. Without both in place, the journey towards TPA will be, at best, more

challenging and, at worst, unsuccessful.

Before we dive deeper into the process, let’s reinforce the foundational principles of Governance and Culture—

together, they form the structural core driving alignment and accountability in TPA.

Governance: Who Owns What?

The first step toward adopting a total portfolio mindset is establishing clear and deliberate accountabilities at
the governance level. This means separating ownership of outcomes from execution and implementation. In

an SAA framework, these two accountabilities are often conflated, where the board owns the outcome and the
portfolio, and the CIO is responsible for implementing the portfolio. This can lead to incorrect attributions of
success and failure. In many ways, even if the board owns everything, the CIO is still on the hook if it doesn’t

work.

Typically, for those who desire to move towards TPA, this requires a very open and candid conversation

with the governing board, clearly redefining the responsibilities and accountabilities. Naturally, this creates
an opportunity for both parties to lean into their competencies —the board speaks for the objective and
willingness/ability to take on risk, and the CIO office understands investing and markets far better than most

board members.

The objective and risk ownership varies across organizations. Some boards implement a reference portfolio,
some set an absolute return objective with an attached risk profile, and some adopt both. For organizations
that manage a liability stream, this could either be a surplus or absolute volatility measure. While there is
liberty in the objectives chosen, it is paramount that they very simply and cleanly align with the ultimate

purpose of the fund and its underlying stakeholders.

When the board owns the reference portfolio and delegates active management to the CIO office, it
creates clarity. Accountability can then be properly assigned and measured. Without this structure, decision-
making can become unclear, trust may be eroded, and portfolio management tends to gravitate back toward

traditional asset class silos.

As Roger Urwin, FIA, FSIP of Thinking Ahead Institute puts it:

06 SAA is comfortable governance but clunky portfolio management.
TPA is efficient portfolio management but ‘stretchy’ governance.”
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In other words, strategic asset allocation (SAA) provides an illusion of control. It offers tidy benchmarking,
peer comparisons, and delegated mandates. But it also limits agility, innovation, and total portfolio thinking.
TPA, by contrast, removes some of that comfort. It requires judgment, debate, and trust—but in

exchange, it unlocks far greater flexibility in positioning for long-term outcomes.

Culture: Collaboration as the Currency of TPA

As we spoke with many of the asset owners, many of them stressed how strong accountability, governance, and
decision-making leads to strong cultures. As TCorp put it, “culture oozes out of governance.” In other words,
good governance enables strong culture, and culture, in turn, reinforces governance. The relationship is circular
and mutually reinforcing. When decision rights are clear and incentives are aligned, a culture of collaboration

can thrive.

The most challenging but worthy endeavor of TPA is for investment teams to break down silos and focus on
the overall portfolio. This is neither comfortable nor easy, but over time, it should lead to better fund-level
outcomes instead of just what’s best for a certain asset class sleeve. However, it’s not without its challenges,

as breaking down silos introduces new frictions, competing priorities, and, above all, constant collaboration.
Many organizations we spoke with were driven to reassess their team structure, incentives, and technology to

achieve this successfully.

You're breaking down silos and stitching together new ways of working, investing, thinking, and acting. It’s a
big cultural shift. Now, everyone in the organization is attuned to the total portfolio problem—not just the
TPA team.

As we mentioned earlier, these organizations had to rethink their incentive structures. At its most tangible,
bonuses and promotions are no longer tied solely to outperforming an asset class benchmark, but to
contributing meaningfully to total portfolio outcomes. And this means that compensation frameworks must

account for collaboration, judgment, and long-term thinking.

Common Milestones of the Journey

Every TPA journey is different, shaped by unique governance structures, organizational histories, and
investment mandates. But common milestones often appear across institutions, which will be further defined
by Thinking Ahead Institute/WTW in Phase 3. Here, we'll use similar nomenclature and focus on explaining
different characteristics across each milestone of adoption. These milestones start with a shift in mindset and

end with true structural integration and include:

1. Activation — “The Mindset Shift”
2. Starter TPA - “Top-Down Innovation” 4. Achieving TPA — Becoming “One Fund”

3. Becoming More Prescriptive — “Joined-Up TPA”

“The Mindset Shift”

The very beginning of the journey begins with addressing an important question: “What are we trying to solve

for, and how would TPA help get us there?”

At this stage, having the clarity of why you want to pursue TPA is incredibly important. Is it better alignment
with client objectives? Greater flexibility in risk-taking? More resilience to macroeconomic shocks? Without
awell-defined purpose, TPA will fall apart. This requires some very open and collaborative conversations with

your board.
Each of our participating organizations answered the spirit of these questions differently.

Future Fund and PSP recommended identifying key strategic problems early, to provide focus, milestones, and

collaboration with the board. In other words, they made the transition tangible.

NZ Super and GIC described this stage as one of intellectual curiosity and organizational tension. TPA was
not the goal itself, but there was a growing sense that the old ways no longer served their funds’ best interests.
Their goal was to introduce better decision-making into the process. Similarly, Alaska Permanent Fund has

acknowledged the benefits of breaking down silos and the benefits to the portfolio it would bring.

Starting the journey requires a bold, forward-looking CIO and a courageous board that is willing to challenge
legacy systems. Many of the organizations that have been successful had very strong governance to begin with,

which allowed the cultural groundwork to be laid.

CalPERS is a high-profile example of an asset owner that’s early and publicly in this mindset shift towards
TPA. While early efforts focused on building technical infrastructure, such as more sophisticated balance
sheet management, completion portfolios, and floating benchmarks, it was the arrival of a committed CIO,
an aligned board, and emphasis on collaboration and shared mindset that have now begun to enable deeper
organizational change. In many instances, the innovation was already occurring within silos, but the harder

path forward involves navigating legacy systems and incentives.

(1]
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Starter TPA: Top-Down Innovation

It’s at this phase that some experimentation begins. One asset owner referred to this phase as “SAA+” or
“TPA-lite” In this phase, SAA processes are still in place, but organizations will begin to test boundaries from

the top down. Typically, this comes in the form of pilot programs, strategic tilting, and overlay portfolios.

This phase is marked by tension between old and new: the top-down is pushing towards something new, while
still working within the constraints of bottom-up habits that are in place due to SAA. SWIB’s transition from
SAA to TPA has been rooted in a disciplined focus on total fund outcomes. Rather than pursuing TPA

as a radical shift, SWIB has built toward it incrementally, beginning with strong board alignment,
integrated risk budgeting, and a unified investment team structure. With time, legacy SAA frameworks
were deemphasized in favor of a collaborative, opportunity-cost-driven mindset. Within the organization,
portfolio managers are now accountable for both individual strategies and their contribution to the overall
fund, supported by governance structures that reward long-term decision-making and shared responsibility for

total portfolio results.

These experiments can be radical or evolutionary. TCorp began by breaking down their asset class silos,
introducing a reference portfolio, and replacing asset class benchmarks early in the process. In other words,
substituting many of the tangible elements of SAA before moving towards cultural alignment. PSP, on the

other hand, introduced dynamic asset allocation and portfolio-level leverage within its SAA framework.

Some referred to this method as a “shadow portfolio.” The organization starts thinking in terms of total
g g
portfolio outcomes by experimenting with new parallel tools but still executes through traditional mandates.
Silos remain, but crosstalk increases. Portfolio-wide discussions become more frequent. Data integration and
q g

internal communication improve.

Crucially, this phase enables bottom-up innovation to emerge. Some investors may become more granular in
allocating within their SAA sleeve, based on what others are doing across the portfolio. In CPPIB’s case, asset

class teams tested collaborative deal-making, joint underwriting, and thematic research across verticals.

These experiments laid the groundwork for deeper integration.

Becoming More Prescriptive: Breaking Down Silos

As comfort with TPA grows, organizations begin to formalize the structure, moving beyond experimentation,
pilot programs, and tactical/dynamic overlays. It’s at this phase that you begin embedding TPA principles

and culture into core processes. This includes centralized decision-making, integrated portfolio construction,
shared accountability frameworks, and cultural alignment across teams. This is the point at which TPA is

institutionalized across the organization.

It's at this phase that funds will begin to experiment with more sophisticated methodologies to align the total
portfolio with the objectives. For example, APG recognized the limitations of rigid asset class mandates and
has introduced a total return portfolio alongside its liability hedging portfolio. The purpose of this is to enable

competition for capital within the constraints of the fund.

It’s also at this phase that the reference portfolio becomes a more prominent guide. Capital is no longer
allocated based on asset class budgets, but on marginal contribution to the total portfolio, following a

“competition for capital” framework.

TCorp and Railpen began introducing matrixed teams that began competing for capital based on the marginal
impact to the portfolio. Additionally, they added more simplified but high-level KPIs that attempted to keep
them aligned. USS started moving some of their outsourced investments in-house to better integrate and align

with TPA thinking.

Additionally, some organizations apply a true look-through or factor-based lens to examine the entire
portfolio. Many of the organizations we spoke with at this stage discussed greater sophistication being
introduced into their process. Instead of thinking about fixed weights or historical volatilities, teams begin to

model factor exposures, liquidity profiles, and macro sensitivities.

Top-Down TPA: One Portfolio, One Purpose

Eventually, the structure and culture converge. The organization stops thinking in terms of asset classes and
starts operating as one portfolio. Incentives are aligned. Decision rights are clear. Communication is fluid.

And trust between the board and management is high.

This is the fully integrated TPA model. It is rare, challenging to sustain, and constantly evolving.
But it represents the ideal that many organizations aspire to. In this final phase, investment
decisions are no longer about fitting strategies or assets into a specific silo, category, or bucket.

They are about improving the total portfolio.

Weekly portfolio discussions replace quarterly asset class reviews. Data flows freely
across the organization. Internal deal teams collaborate across real assets, credit, and
public markets. Overlay strategies and portfolio hedges are used to manage macro

cxposures.

Most importantly, the mindset of the organization fundamentally changes.
Risk is understood holistically. Performance is measured against internal

reference points, not peers. And client objectives drive every decision.

But simply reaching this concluding stage does not mean the journey is over. In fact, the

hardest part often lies ahead.



Maintaining the One Fund: Resisting the Pull of SAA

Even the most committed TPA organizations face constant pressure to regress, especially when times get tough

and measurement provides more comfort and certainty.

For example, despite being a pioneer in adopting TPA from the outset, Future Fund continues to experience a
constant “gravitational pull” back toward SAA-like tendencies. This pressure doesn’t come from one specific place,
but stems from both internal and external forces, including legacy habits, an occasional desire for benchmarks,

and the temptation among teams to revert to asset class silos and traditional metrics, like tracking error.

Resisting this reversion takes work. The leadership team at Future Fund openly acknowledges that maintaining

a TPA mindset is a constant fight requiring active resistance to language and behaviors rooted in SAA.

From an external perspective, these urges are sparked from peer comparisons, board turnover, consultant

recommendations, and media narratives. When most of your peers are using SAA, it’s hard to be the odd one out.

From an internal perspective, the desire to innovate at the expense of inefficiency can become tiring, as most
investment professionals are comforted by measurement tools and simple benchmarks. Tracking error limits
feel like discipline. Asset class buckets provide structure. These tools, once left behind, can re-emerge during

times of stress and, consequently, the reinforcement of TPA-like principles is critical.

Therefore, no TPA shop has actually “made it.” For these organizations, it’s not about achieving or arriving at

TPA status, it’s about resisting regression.
Measurement vs. Trust

TPA thrives on trust. Boards must trust management to make judgment-based decisions that align with
long-term goals. Management must trust teams to collaborate rather than compete. And investment

professionals must trust that their value is measured beyond a benchmark.

But trust is fragile. In moments of underperformance or crisis, organizations often retreat to
what they can measure: tracking error, asset class benchmarks, and relative returns. These
metrics offer clarity at a bottom-up level, but not necessarily insight in terms of the

overall objective.

TPA organizations must find ways to balance measurement

and trust. This might mean maintaining a flexible reference

portfolio rather than a rigid benchmark. It could

involve using a mosaic of key performance
indicators, blending qualitative assessments
with quantitative metrics. Or it might mean
A\ investing in communication and education,
helping boards and stakeholders understand

complexity without oversimplifying.

Language and Culture

The language we use around investment opportunities, the portfolio, and risk is also a powerful tool that
reinforces culture in a TPA context. Many of the organizations that have adopted TPA have changed the

language they use to describe their portfolios.

To mitigate the pull towards SAA, Future Fund has institutionalized several countermeasures: it avoids terms
like “my portfolio” or “benchmarks,” structures its team around four “pillars” (not asset classes), and operates
with centralized functions dedicated to portfolio integration. For others, words like “benchmarks,” “sleeves,”
and “asset classes” slowly transition out and give way to “growth”, “income”, “themes,” “portfolio impact,” and

[ . . »
contribution.

In an industry where most stakeholders and peer groups are still following an SAA-like approach to investing,
it can be easy to slip back into the language we already know. This is especially important when it comes to
cultural integration from the top down. New hires, consultants, and board members often bring traditional

framing that must be unlearned. Over time, these habits can reintroduce SAA thinking.

Organizations that are further alongalso invest heavily in cultural onboarding. They typically train new
stakeholders in the philosophy and vocabulary of TPA ecarly on and embrace much more collaboration to drive
innovation within the portfolio. This will likely feel counterintuitive to many who strive for efficiency and a
clear delineation of responsibilities. Therefore, organizations must reinforce the message constantly: this is one

portfolio, and we are one team.

To create durability in these behaviors, organizations use a variety of reinforcing actions. Again, Future

Fund relies heavily on technology and regular communication, including weekly portfolio recaps, cross-
pillar “squads,” and a centralized research team organized around mega themes. These structures and cultural
reinforcements help the team maintain its commitment to one-portfolio thinking while continually evolving

its TPA execution.
Structural Drift

Finally, TPA can erode not only from ideology, but from structure. As teams grow, mandates expand, and

portfolios become more complex, maintaining a TPA mindset can become more challenging.

One powerful course of action to mitigate this challenge is to lean into what makes your organization unique.
For example, as CPPIB grew in assets and employees, they took a much more active approach to utilizing their
completion portfolio, a portfolio that was initially developed to act as a quasi-balancing/overlay portfolio

but evolved to enhance or offset the insights from their bottom-up teams. This became especially important

as their teams became more geographically dispersed. The team wanted to rely on the expertise of their

investment professionals but also maintain the flexibility afforded by top-down views.

TCorp, on the other hand, continues to value their localized presence. The entire investment team is in the
same building and can collaborate in real time. Rather than expand into multiple locations or offices, the
investment team embraces this intimate proximity, as they believe it’s their competitive advantage and lends

itself to reinforcing the culture that’s necessary for TPA to succeed.

15
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STAGE 2:

Revealing the TPA Impact
on Portlolios

By Aaron Filb€€/{, CAIA, CFA, CFP®, CIPM, FDP

As we introduced TPA to different audiences, one of the most common questions was how the end portfolio
was impacted by the shift towards TPA. Much of what we have discussed so far has been focused on changes
in philosophy and process. However, TPA also impacted the way the portfolio looks, in terms of both

composition and performance.

As we've discussed at length, one of the challenges of SAA is the static allocation to asset class “buckets.” While
this may be more comfortable from a process perspective, it leaves little room for interpretation or flexibility
with investment categories, some of which may be ignored entirely due to an imperfect fit. Conversely, while
TPA can be challenging to maintain from a process perspective, the framework’s focus around portfolio

objectives, risk-return relationships, and opportunity sets allows for a wider universe of investment tools.

This section explores the common portfolio-level implications of adopting a TPA mindset, drawing from the
real-world experiences of funds such as New Zealand Super, Future Fund, CPPIB, GIC, TCorp, Railpen, PSP

Investments, USS, and others.

Asset Allocation
Introduction of Esoteric Asset Classes

TPA opens the door to asset classes and strategies that often fall outside the tidy and broad categorizations
prescribed by SAA. These “esoteric” exposures are difficult to justify within rigid policy benchmarks and
introduce unwanted tracking error. However, as some asset owners discussed, some of these investments can be

highly additive to the total portfolio when evaluated through a holistic risk-return lens.

TCorp’s TPA journey led to a significant expansion in portfolio breadth. The fund began incorporating
exposures such as insurance-linked securities, volatility-linked strategies, and niche private market strategies
that didn’t naturally fit into portfolios managed by their SAA peers. Rather than devoting time to determine
which bucket these strategies fit into, their investment team’s emphasis shifted towards evaluating their

marginal contribution to portfolio objectives.

Similarly, Future Fund’s portfolio incorporates defensive hedge funds with zero-to-negative beta and a
substantial venture capital allocation. While Future Fund didn’t go through a transition from SAA, this is a
great example of how a TPA portfolio deviates meaningfully from peer portfolios that maintain more long-
only beta benchmarks and exposures. These diversifying positions, while unconventional by SAA standards,
were integrated for their utility in improving resilience and achieving objectives like inflation protection or

return asymmetry.
Funding Assets and Tactical Decision Making

One of the ways many SAA firms start the TPA transformation is by breaking down silos, which often begins
with thinking through funding assets (e.g., selling public equity to fund private equity). However, as the
transition continues, TPA decouples the concept of “funding” to pre-determined silos and instead focuses
on opportunity cost and portfolio improvement. This provides a shift in mindset in terms of tactical decision

making, or a TPA equivalent to tactical asset allocation (TAA).

At CPPIB, the central investment committee coordinates capital allocation decisions across asset classes. This
enables a more fluid reallocation of capital without requiring rigid deal-by-deal trade-offs by the bottom-

up teams. Similarly, PSP moved away from rigid funding source mapping. Instead, it adopted a hierarchical
benchmark structure, involving an explicit asset-liability focus at the top level, to determine where capital

should be sourced and deployed.

GIC’s three-tier governance structure facilitates this fluidity as well. The overlay portfolio, managed
dynamically by the CIO’s office, addresses short-term funding or thematic exposures without disrupting long-
term strategic allocations. This agility is enabled by a deliberate ambivalence to asset labels, with a stronger

focus on cost of capital, risk contribution, and thematic fit.



One of the important questions is how this approach within TPA differs from TAA. We see the

differences in two ways:

1. Tactical asset allocation has a center of gravity aligned with policy benchmarks associated with
traditional SAA, so the investment office is always in the mindset of deviating from the constraints set

forth by the governing body.

2. What most funding asset and tactical models within TPA offer is the opportunity for truly identifying

what’s best for the plan and portfolio, with less arbitrary constraints around an SAA benchmark.

Greater Tolerance for Illiquidity

Compared to those with an SAA framework, TPA firms were usually far more comfortable with illiquidity
and aligning illiquidity with the plan’s objectives rather than being held to a benchmark weight. For example,
USS has increasingly managed its private assets internally, allowing them to create bespoke suballocations.
This stems from recognizing the long-term nature of its liabilities and objectives. It’s worth noting that a
shift towards TPA doesn’t automatically mean funds become more illiquid. However, TPA empowers these

organizations to decide with greater latitude.

Similarly, Future Fund deliberately allocates more to private equity, venture capital, and infrastructure than

many of its peers. The shift is made possible not just by a greater philosophical tolerance for illiquidity, but by
an integrated view of portfolio cash flows, drawdowns, and economic exposures. For these funds, illiquidity is
no longer viewed as a constraint at the asset class level, but as an enabler of long-term value creation across the

portfolio.

Portfolio Construction
Outsourcing: Fewer, Deeper Relationships

One common theme among TPA organizations is the evolution of outsourcing relationships into fewer,
but deeper, partnerships with GPs. TPA empowers organizations to evaluate managers not in isolation but
based on how their strategies interact with total fund exposures and risk factors. In some cases, GPs become
knowledge partners and an extension of the investment team as they consider broader
market perspectives. In other cases, TPA firms partner with GPs to deliver custom
and/or very targeted exposures that fit with the current needs of the portfolio,

with the idea that a long-term and repeatable partnership can be formed.

NZ Super, for instance, moved away from a highly diversified set of

external managers to concentrate on a smaller number of high-conviction

relationships. These relationships are often backed with significant scale and
aligned mandates and, therefore, allow the investment team to have much

greater control over the total portfolio’s exposures.

Future Fund takes this further by viewing GPs as an extension of the investment team. Because they don’t have
traditional benchmarks or asset class mandates, the investment team doesn’t “compete” with GPs for resources
or allocations. Instead, there is an open dialogue, which enables candid conversations and more targeted

capital deployment, including strategies that are unconventional or “off the wall.”
Insourcing: Completion Portfolios and Total Risk Teams

Not all TPA firms use external managers. In fact, TPA may empower them to internalize certain capabilities.
While this can be time-intensive, building up internal capabilities allows teams to link exposures and risks
across the portfolio, with a focus on the uniqueness of each organization, rather than isolating them in silos,
which can still exist when outsourced. Additionally, this often includes the development of completion

portfolios or integration teams.

CPPIB maintains a centralized “portfolio construction group” tasked with bringing together exposures
across all asset classes and teams into a coherent view of the overall portfolio. The objective isn’t to micro-
manage deals, but to ensure that each decision contributes to the total fund’s risk-return objectives. As we've
mentioned previously, these exposures can then be offset across overlay portfolios, which are also managed

internally, in most cases.

Similarly, Future Fund has a dedicated portfolio integration team that understands the equity, credit, liquidity,
and macro characteristics of every investment. This enables consistent measurement of “what’s working”
across the fund and supports a continuous, integrated allocation process. While not all the assets are

internally managed, this internal function is essential to maintain the total portfolio view.

Additionally, the use of cross-functional working groups, as seen at Future Fund and GIC, brings
together specialists from different “pillars” to collaborate on portfolio-level opportunities. These aren’t
always asset class-specific, but may be broader industry themes, such as Al geopolitics, or technological
innovations that impact all parts of the portfolio. Culturally, having these internal working groups further

reinforces the one portfolio mindset and rewards talent with opportunities for cross collaboration.

Tracking Error and Risk Measurement
Greater Active Risk, Defined Differently

One of the most significant shifts we discovered under TPA is the willingness to tolerate higher tracking
error to a reference portfolio rather than a strategic asset allocation, especially when compared to peer groups.
A reference portfolio is a shadow or notional portfolio of passive, low-cost, listed investments designed to
capture the long-term investment horizon and risk profile. Reference portfolios are typically simpler than a
fund’s policy portfolio, which tends to have more prescriptive benchmarks that align with the SAA set out by
the board. In other words, reference portfolios provide guidelines of overall risk and return, whereas policy

portfolios provide rules around what asset classes to own.
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When a reference portfolio is used, such as at NZ Super, tracking error to a benchmark, funds might look at a variety

CPPIB, or GICM, the CIO office still monitors tracking

of KPIs or key risk indicators (KRIs) to judge success in the

error, but its tolerance and interpretation shifts from being interim.
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that eventually mirror their own exposures. The point is not
to anchor behavior but to “hold themselves to account.” This
provides transparency to stakeholders without undermining

portfolio innovation.
Risk Management: From Compliance to Purpose

TPA reframes the role of risk management from a
prescriptive measurement to how the portfolio achieves

the total objective. Rather than measuring volatility for its
own sake, risk frameworks under TPA increasingly focus on
shortfall risk, surplus variability, or drawdown and recovery
resilience. This is especially important for pension plans that

actively distribute funds to members.

A common conversation during our interview process

was the desire and need for dashboards tracking multiple
metrics. NZ Super, Railpen, USS, and PSP all mentioned the
importance of measuring success and risk at a total portfolio

level. For example, rather than just looking at volatility or

Even institutions that still maintain reference portfolios, like
CPPIB, do so with sufficient management latitude to diverge
when it improves outcomes. As Geoffrey Rubin, Senior
Managing Director and Chief Investment Strategist of Total
Portfolio Management framed it: The role of the governing body
is to set the problem up very clearly. Then the question is: how

much latitude does management have to solve it?
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STAGE 3:
Putting the TPA Mindset to Work

By Fayne Bok, ca. ci

As with the first report, Innovation Unleashed: The Rise of Total Portfolio Approach, I'm thrilled to contribute
to this important sequel, deepening the dialogue, and drawing on WTW and Thinking Ahead Institute’s

practical experience with asset owners navigating the SAA to TPA transition.

As I'wrote in the original paper, “TPA is not a destination — it’s a spectrum.” That insight still holds. Even
funds seen as TPA exemplars often describe themselves as hybrids — still evolving, still learning — but almost

always intent on moving rightward along the SAA-TPA spectrum.

The Thinking Ahead Institute and WTW have had the privilege of working closely with many of the asset
owners featured in this paper, half of whom partnered with us on their TPA journey. These collaborations have
provided us with invaluable insight into both the strategic intent and operational realities of implementing
TPA. Drawing on this experience, we've developed practical frameworks and diagnostic tools to help facilitate

the transition as funds move from aspiration to action.

SAA

Performance assessed vs: Benchmarks

Success measured by: Relative value added
Opponunities defined by: Asset classes

Diversification principally via: Asset classes / sub asset-classes
Asset allocation determined by: Board-centric process
Frequency of change: Infrequent, calendar based

Portfolio implemented by:

Contribution to total portfolio outcome

Multiple competing asset class teams

TPA

Fund goals

Totai fand rewir Better decision framing

g
e
Risk factors Better decision making
ClO-centric process c"\,
: "
Continuous, real time Better dynamism

One team collaborating together

in reality there is a spectrum of viable approaches

iy there i aspectum ofviable aparoaches 3

As I mentioned earlier in Innovation Unleashed, there’s a growing momentum behind TPA, and the Thinking

Ahead Institute’s global peer study research reinforces this. In a study conducted with Future Fund in 20247, the

Thinking Ahead Institute worked with a peer group of 26 asset owners, building on a similar study from 2017°. The

goal was to explore global best practices and track how things had evolved across key themes: Governance, Strategy,

People, Risk, Technology, Sustainability, etc. But one topic kept bubbling to the surface: TPA.

To our surprise, it wasn't just present, it was front and center. The number of funds still deploying SAA had

dropped by half since 2017. Meanwhile, 35% had adopted TPA (9 out of the 26), and another 54% were

anticipating moving in that direction.

2Future Fund and Willis Towers Watson, Global Asset Owner Peer Study on best practices, 2024
3 Future Fund and Willis Towers Watson, Smart Leadership. Sound Followership, 2017




TPA Adoption Amongst Global Peers

Where are funds on a spectrum of 0 (full SAA) to 5 (full TPA)?

e Desired
u Current position Current
Desired future position
in the next few years
Global
m average

Knowledge among peers about TPA

19% Somewhat knowledgeable
15% Moderately knowledgeable

46% Very knowledgeable

19% Extremely knowledgeable

- .
Source: Thinking Ahead Institute, WTW, & | | @ e 3.6 e} D
Global Asset Owner Peer Study 2024 SAA ; ne% TPA

The current wave of interest has been especially notable in the US., where funds like CalPERS are actively
exploring TPA adoption. But it’s not just large institutions. Smaller funds are also asking how to embed TPA

principles into their governance, culture, and investment process.

To support that journey, this final section offers a Contextualization Framework, a practical guide for those
ready to move from interest to action. It draws on the collective wisdom of our interviewees, the practical

frameworks developed by WTW, and the lived experience of funds that have walked this path.

We begin with a simple premise: TPA is possible for any fund, but TPA is not suited to all funds. That’s
because TPA requires clarity of purpose, a willingness to challenge legacy systems, and a commitment to
phased execution. Therefore, it also requires stretchy governance to succeed. What follows is a set of tools,
frameworks, and decision points to help you chart your own course, based on your current state, future

ambition, and the unique constraints and opportunities of your organization.

Here’s how we think about it:

: Best ideas of Dynamic. To
i whole team in a adapt to new = Total
What itis decisions ahead compatition for conditions Portfolio
’ of SAA capital for the incorporating ABbeoach
ol s/ benefit of the sustainability & PP
whole fund regime factors

Delivering 3D Improving
Investing performance

Source: Thinking Ahead Institute, WTW

: Streamlining Unlocking

What TPA Is vs. What TPA Does

What TPA Is

At its core, TPA is a one-stop process: a unified approach to capital allocation that draws on the best
ideas across the organization in service of the total fund objective. It’s dynamic, holistic, and ensures every

investment competes on equal footing—regardless of asset class or label.

By contrast, SAA operates as a two-stop process: first, setting a policy benchmark; second, allocating capital

into asset class buckets managed in isolation. The result? Fragmentation. Decisions are optimized within silos,

not across the whole organization.

TPA replaces fragmentation with integration. Capital flows to where it can add the most value, not just where

it’s been ahead of the benchmark. TPA is:

* Goal-driven, not benchmark-bound: TPA starts with the total fund objective and works backward. It’s
not about filling sleeves; it’s about solving for total fund outcomes.

* Joined-up decision making: TPA encourages a shared commitment to the best ideas for the whole

portfolio, rather than separate teams optimizing their own corners.
* Flexible, dynamic, and integrated: TPA brings together risk, return, liquidity, sustainability, and

mandate and operational constraints into a single conversation.
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What TPA Does

* Strengthens governance: T4 clarifies decision rights and shifts the focus from asset-level choices to total

fund outcomes. Boards focus on policy and purpose; investment teams gain agility and accountability.

incentivized to contribute their best thinking to the whole portfolio.

Unlocks teamwork: 7PA dismantles silos and cultivates interdisciplinary teamwork. Teams are

* Maximizes opportunity: Every strategy must justify its place based on contribution to total outcomes — not

Just fit within a sleeve. TPA opens the door to broader, more creative ideas.

Enables 3D investing: 7PA creates space for investment decisions that reflect both financial and non-

financial goals. Sustainability and impact aren’t overlays — they’re embedded in portfolio construction.

* Improves performance: While not a guarantee, the track record has been very good; 10-year data suggests

that TPA adopters have outperformed SAA peers by an average of 1.3% per annum. More importantly, TPA

equips organizations to make better decisions, adapt faster, and stay focused on long-term purpose, and this

supports an ex-ante edge to performance in the future.

From WTW’s vantage point, TPA isn’t just a better way to allocate capital; it’s a better way to organize

decision-making. It reframes how teams work, how opportunities are assessed, and how goals are pursued.

But to implement it effectively, funds must look inward and address the underlying models that shape their

approach.

The Five Pillars: Steps to Transition to TPA

Before diving into how to transition to TPA, it’s worth stepping back to consider the broader architecture

of portfolio construction. Whether a fund operates under SAA, TPA, or somewhere in between, five

foundational models, or “pillars”, shape how investment decisions are made: Governance, Investment, People,

Risk, and Sustainability. These models exist in every organization. They’re not unique to TPA, but how they’re

designed, and how well they work together, can make or break any investment strategy.

Each model represents a distinct domain of decision-making, but they’re deeply interconnected. These are

shown in Figure 2.

Governance

Model

Investment
Model

Sustainability
Maodel

decisions and how
authority is delegated

evaluating
opportunities and
measuring
performance

skills, and incentives
that drive behavior

uncertainty is
understood and
managed over time

1i Q- S - S T1 I -
Defines who makes Sets the rules for Reflects the culture, Determines how Captures how

financial and
non-financial goals
are integrated into

the portfolio

Source: Thinking Ahead
Institute, WTW
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All five are foundational—whether a fund is using SAA or TPA. But through a TPA lens, each model becomes

more integrated, dynamic, and outcome-oriented. This is shown in Figure 3.

—

Source: Thinking Ahead
Institute, WTW

The Five Pillars Redefined Under a TPA ‘Lens’

Governance

Model

Investment
Model

Sustainability
Model

decision-making viaa
more agile, CIO-led
structure

Capital allocation
guided by multiple
metrics and
dimensions

Decisions made in
real time, more
dynamic

benchmarks to total
fund goals

Performance
assessed against
mission-aligned
outcomes

Diversification
achieved through risk
factors

number one" mindset

Focus on
collaboration,
systems thinking,
shared incentives

Culture and values
reinforced by
compensation and
org. design

expanded to include
mission impairment

Holistic assessment
of liquidity and
systemic risks
Use of life-cycle and

money-weighted
frameworks

[ ]
Investment From asset class Emphasis ona “team | Risk definition Sustainability fully

embedded

ESG and net zero
goals integrated from
the top-down and
bottom-up

3D investing enabled
- unified
decision-making
across risk, return,
and sustainability

With the five pillars established, I'd like to offer a metaphor — and that is to think of TPA as a house.

Its structural integrity depends on five vertical supports — pillars that run through every floor: Governance,

Investment, People, Risk, and Sustainability. These five pillars are what make the house stand—not just in

theory, but in practice. Some organizations may start with a single-story structure, built on mindset change.

Others may add floors over time, reinforcing their governance and risk models as they evolve. Regardless of

height or ambition, one principle holds true: you cannot skip the foundation. We'll revisit this metaphor again

when we explore the various TPA models funds have adopted.

The transition to TPA can feel complex because it touches all five pillars, but breaking it down makes

it more manageable. Through two decades of research and hands-on work with TPA adopters, WTW has

identified 16 “markers” that correspond to these pillars and signal progress along the TPA journey.
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Interestingly, we often see the sequencing of change flow from People and Investment, toward Governance,
then Risk, and finally Sustainability. That’s because mindset shifts often begin with how teams think and

collaborate before structural reforms take hold. This is illustrated with Figure 4.

Steps to Transition to TPA

People Investment Governance Sustainability TPA

Model Model Model Effectiveness
L]
Wo!-w @ C’\
G Performance Capital allocation Risk measurement Core sustainability
Intrinsic drivers assessment framework focus arrangements
Extrinsic dri Performance Strategic allocation Risk-through-time 3D investing and
drinsicdrivels SUCCess measures ownership focus net zero
Investment Frequency of iquidity risk and
opportunities portfolio change risk premia < B
Source: Thinking Ahead i i i h
. g Diversification sources Portfollo Systemic risk \\*‘W'
Institute, WTW implementation treatment

TPA as a Spectrum — A Diagnostic Tool

To support this transition, we've developed a diagnostic rubric. It’s not a scorecard or ranking system, but
rather a practical tool to assess where a fund sits today (X) on the SAA-TPA spectrum and where it might aim
to be (Y). The framework spans all five pillars and 16 markers, shown on the far left, and highlights how cach

marker typically manifests in SAA versus TPA environments.

When comparing the middle-left column (SAA) against the far-right column (TPA) in Figure 5, the

differences are striking.

| R

SAA to TPA Diagnostic Tool

16 Markers SAA TPA
O Siloed, sectional or self- ber one mind
5 ? Intrinsic drivers: like mindset Sectorispecialist skills, Sector Ba
-]
89 % :
o s 3 | tives align to asset class cutcomes gn to to
2F A ncen g
Extrinsic drivers: like incentives Thinking Is narrowly configured
Performance assessedvs. SAA framework benchmarks RP e
3 :
§ E Performance success measured by:  Relative value added afy
&g
== g Investment opportunities from: Assetclasses
Diversification principally via: Assetclasses R o
Capital allocation framework Risk return trade-off o
= g Strategic allocation ownership Board-centric process O b o
e
g3
= E Frequency of change: Infrequent, calendar meeting based
Portfolioimplemented by: Multiple teams competing for capital One team collaborating togethe

Risk measurement focused on Volatility & tracking errorin SAA framework aR and missio airme RP framswo

Risk-through-time focused on Incorporatedin |10 framework, b

g o Time-weighted returns A o = .- ed = t
&
5= S
= Iliquidity risk Basic consideration of illiquidity
Systemic risk treatment Included in systematic nsk ded onsideration of ta
2 Sustainability siloed and speciali =
i pecialist, ainab all 4 g

:g Core ability arrang Bottom-up only op-do
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Source: Thinking Ahead Institute, WTW

As shown in the diagnostic tool, SAA tends to be benchmark-driven, siloed, and governed through infrequent,
board-led processes. Sustainability is often treated as a specialist overlay. TPA, by contrast, is goal-oriented,
collaborative, and dynamic. It encourages competition for capital — where every strategy must justify its

place based on its contribution to total outcomes. It aligns incentives to total fund outcomes and embeds

sustainability into both top-down strategy and bottom-up execution.

The tool is expressly designed to build a full picture of the elements that make up an ‘SAA’ framework and

methodology and a “TPA’ framework and methodology.

While the tool can certainly be used as a diagnostic, we also utilize it as a roadmap — a statement of intent and
ambition expressed through a series of practical steps across multiple dimensions. WTW has worked with
funds starting at 0 and aiming to reach 1, as well as those already at 3 and looking to move to 4. Regardless of
the starting point, the tool helps identify which levers to pull, and in what order, to move toward the version of

TPA that best fits the fund’s context and goals.

One additional benefit of the tool is its relevance for multi-client organizations and asset managers. Several of
the funds interviewed, including WT'W in its advisory capacity, fall into this category. For these organizations,
TPA presents a unique set of challenges. Unlike single-purpose funds, these organizations must navigate a
mosaic of mandates, risk tolerances, and time horizons across different client groups. This complexity can make
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it harder to define a unified objective or apply a single reference portfolio.

As one fund noted, strict adherence to tracking error and reference benchmarks risked undermining the
integrated thinking that TPA demands. To overcome this, multi-client funds have begun layering in qualitative
assessments, shared KPIs, matrixed team structures and centralized portfolio functions that allow for joined-
up decision-making without forcing uniformity. This is where the diagnostic tool proves especially useful. By
breaking down the five pillars into actionable markers, the tool helps multi-client organizations identify where
a client might sit within the spectrum, and which levers to pull to enable greater portfolio efficiency within

each client’s unique context.

The lesson is clear: for multi-client organizations, TPA isn’t about enforcing uniformity — it’s about enabling

segmentation without fragmentation, and integration without oversimplification.

Ultimately, the five pillars are not just diagnostic tools, they’re drivers for change. They help funds move

from abstract ambition to concrete action, and from fragmented decision-making to integrated portfolio
management. The sequencing matters, but so does the interplay. A strong people model without governance
reform will stall. A dynamic investment model without risk integration will wobble. And sustainability, if not

embedded, risks becoming an afterthought — acknowledged in principle but absent in practice.

The good news is that change doesn’t have to happen all at once. Many of the most successful transitions began
with small steps: new conversations, revised incentives, better framing of decisions. Over time, those steps
compound. And when the five models begin to align, the organization starts to operate as a system with clarity

of purpose, speed in execution, and resilience in the face of uncertainty.

This type of positive outcome is, of course, the result of sustained effort and genuine teamwork. Without these
inputs, progress may be limited. Like most investment propositions, TPA transitions carry risks alongside
potential rewards. It won’t be the right path for every fund. But for those who choose to engage, even small

steps can reap benefits.

TPA Transitions: Four Hybrid Models

In Phase 1, Aaron described four common milestones observed across asset owners that are along the TPA
implementation journey. These stages reflect the lived experience of funds navigating change — each

representing a distinct level of ambition, integration, and cultural shift.

As we've seen across dozens of asset owners, TPA is rarely adopted in
one sweeping move. Instead, it unfolds in phases, often over multiple
years. These stages can be thought of as hybrid models along the TPA
spectrum, corresponding to Levels 2 through 5 on the 0-5 scoring
framework used in WTW’s diagnostic tool, with Levels 0 and 1
representing versions of the SAA approach. This is illustrated
in Table 6.

SAA tO TPA MOdEIS: MiIeStoneS: and CharaCteriStics Source; Thinking Ahead Institute, WTW, CAIA Association

Models SAA -TPA Equivalent Milestone Characteristics

Models (Part)

Anchored - Focus on Two-stage approach;
Traditional SAA Level O : ; s

implementation of SAA Benchmarks and buckets

Aware - Total portfolio outcomes | _ o ]
Enhanced SAA Level 1 Simple joined-up benefits

assessed

Activation — Consideration of total portfolio
Mindset TPA Level 2 i )

“The Mindset Shift” exposures

Strategic overlays;
Starter TPA — & v

Top-Down TPA Level 3 o - Reference portfolios;
Top-Down Innovation
Top-of-house management

. Becoming More Prescriptive — Joined-up risk;
Joined-Up TPA Level 4 . . . :
“Joined-Up TPA Full competition for capital
o Free of siloes;
Achieving TPA — ) ] L
One-Fund TPA Level 5 Full integration of liquidity,

Becoming "One Fund” )
trading, balance sheet

Level 0 reflects a traditional SAA approach, where portfolio construction and management are guided by

long-term policy benchmarks.

Level 1, Enhanced SAA, reflects an asset owner operating within an SAA framework, but beginning to
explore more dynamic, total portfolio concepts, signaling early intent to evolve without yet shifting mindset or

governance.

Levels 2 and 3, Mindset TPA and Top-Down TPA, are what we refer to as “Hybrid TPA” models, where

elements of total portfolio thinking take shape through explicit changes to people and processes.

Levels 4 and 5, Joined-Up TPA and One-Fund TPA, represent TPA adoption, marked by deeper integration

and a unified portfolio approach.

Each model reflects a different configuration of governance, investment, people, risk, and sustainability. They are
not prescriptive stages, but rather flexible expressions of how far an organization has progressed in embedding

TPA principles. Each model may be seen as an objective, or as a staging post along a multi-year journey.
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The Four TPA Hybrid Models

TPA Hybrids

TPA factor

Hub and Spoke
designs

Organizational shifts

Mindset TPA

Delegations' add manager
skill and diversification

+ Total portfolio KPIs included

+ Diversified manager line-up that
adds up at total fund level and
dictates asset mix

o

Siloes remain. Central push to
focus on total portfolio results.
Efforts made towards diversifying
risk factors through differentiated
manager line-up.

Completions? address
whole-fund risk factors

* Top-of-house functfion and
allocationsto the hub

* Reference portfalio adoption

* Completion strategies

—

Top-of-house function facilitates
coordination with asset class
teams. RPs provide a unified
framework. Completion strategies
produce desired exposures.

Joined-Up TPA

Engagements? build joined-
up risk exposure & value-add

* Risk factors and tools

+ Competition for capital

= Mandale specifications include
total fund factors

al
!

= _J

Top-of-house function expands its
role to support a more joined-up
competitionfor capital. Greater
collaboration and two-way
communication also critical.

Source: Thinking Ahead Institute, WTW

One-Fund TPA

Holisms* exploit whole-fund
opportunities

Balance sheet management
Use of leverage

Total fund liquidity/trading
Whole fund investment themes

.
.
.
.

Siloes are diminished.
Specializationremains. Full
balance sheet utilization. Much
greater inter-connectivity and
collaboration across teams.

*  Mindset TPA marks the early shift toward total portfolio thinking. Teams begin to challenge the

limitations of SAA, pilot programs emerge, and cross-functional conversations take root. While

portfolios may still be managed in silos, performance objectives broaden, and incentives begin to reflect
shared responsibility. Often driven by the strategy team or a visionary CIO, this phase plants the seeds of

transformation without requiring structural change.

Top-Down TPA, or “Starter TPA,” builds on existing investment machinery. A reference portfolio is
introduced to guide risk, providing a benchmark for overall portfolio positioning. The critical addition at
this stage is the establishment of a “top-of-house” function, which works alongside bottom-up elements
to improve total fund risk-return arrangements. This often includes the use of derivatives overlays. The
model enables significant progress toward TPA without requiring a full overhaul of existing systems. In

the words of Geoff Rubin, Senior Managing Director & One Fund Strategies, CPP Investments Board,

@6 Starter TPA doesn’t require rewiring

the whole organization. You can get

going on TPA with a small, central

team that builds around existing

departmental activities.” S “ﬁ

o S M%LW

Joined-Up TPA is where integration becomes real. Portfolio managers, internal and external, engage

in decisions beyond alpha and tracking error for the benefit of the total portfolio. Mandates reflect
total portfolio needs. Risk drivers and diversification are assessed in a total portfolio context, and
capital competes across the entire portfolio. This model unlocks significant value, especially in areas like
smart partnering and thematic investing. Success depends on timely, high-quality data and a culture of
collaboration. Based on our own observations, we see this as the most effective model in trade-off terms,
offering the greatest return on effort. However, it requires significant collaboration and communication

between the ‘top-of-house’ function and bottom-up investment teams.

One-Fund TPA represents full integration. The organization operates as a single, unified portfolio,
leveraging balance sheet flexibility, investing across the capital stack, and applying stewardship
consistently. Partners are engaged strategically, and scale advantages are pursued. While the potential
is high, the complexity of sustaining this model means benefits may taper relative to effort. Few have

reached this level, and fewer have sustained it.




Building the House: A Structural View of TPA

Let’s go back to our house metaphor. The five pillars — Governance, Investment, People, Risk, and

Sustainability — are the vertical supports. Each hybrid model represents a different stage of construction:

* Mindset TPA is the foundation. Think of it as an existing single story house that is being remodeled - a

shift in perspective. But still largely supported by legacy systems.

*  Top-Down TPA adds an extension — stretching the design with new frameworks and capabilities like
reference portfolios and overlay strategies. As described earlier, this phase is marked by tension between

legacy structures and the new constructs that push towards greater alignment.

* Joined-Up TPA represents a well-balanced second or third story. The five pillars are extended to support
the expanded structure and are now more integrated. Silos are broken down, mandates are extended, and
capital competes across the whole portfolio. This is where TPA becomes institutionalized, and where

WTW sees the greatest return on effort.

*  One-Fund TPA is the full build-out — a multi-story structure with every floor connected and every
pillar reinforced. The organization operates as a single portfolio with unified purpose. The complexity
of maintaining full integration means that while the potential is considerable, marginal benefits may
diminish relative to the effort required. Few have ambitions to build this high — very, very few have

accomplished this.

ﬁ SAA Starting Point
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Building the Foundation. Think of it as an existing single story house that is being
remodeled — a shift in perspective. But still largely supported by legacy systems

iﬁ Mindset TPA

Top-Down TPA

)

Adding an Extension by stretching the design with new frameworks and capabilities like
reference portfolios and overlay strategies. As described earlier, this phase is marked by
tension between legacy structures and the new constructs that push towards greater alignment.

Joined-Up TPA

A well-balanced second or third story. The five pillars are extended to support the
expanded structure and are now more integrated. Silos are broken down, mandates are
extended, and capital competes across the whole portfolio. This is where TPA becomes
institutionalized, and where VWWTW sees the greatest return on effort.
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and every pillar reinforced. The organization operates as a single
@ portfolio with unified purpose. The complexity of maintaining full
integration means that while the potential is considerable, marginal
benefits may diminish relative to the effort required. Few have
ambitions to build this high = very, very few have accomplished this.

One-Fund TPA

ﬂa @ The full build-out. A multi-story structure with every floor connected

Importantly, the house doesn’t need to be balanced in its pillars. A fund might have Level 4 Governance, but
Level 2 Risk, or Level 3 Investment with Level 1 Sustainability. That’s entirely valid. TPA is not a linear path,
it’s a three-dimensional structure, and each organization must decide how high to build in each domain based

on its context, constraints, and ambition.

But one principle holds true across all models: you cannot skip the foundation. Governance and culture are
the load-bearing walls of TPA. They are often the hardest to change and the easiest to overlook. Yet without
them, even the most sophisticated investment models will struggle to hold. Many early TPA adopters emphasized
the importance of governance, citing that the one shortcut you absolutely cannot take at the outset is on the

governance side. The governance implications need to be crystal clear before you mess with any of this.

The four hybrid models — Mindset TPA, Top-Down TPA, Joined-Up TPA, One-Fund TPA - offer a
practical roadmap for organizations seeking to evolve their investment approach. Each model reflects a
different level of ambition and integration, but none is inherently superior. The right model depends on you —

your context, constraints, and purpose.

What matters most is clarity: clarity of intent, clarity of structure, and clarity of governance. As organizations
move along the spectrum, the five pillars — Governance, Investment, People, Risk, and Sustainability —
must be reinforced to maintain structural integrity. And while the journey may be non-linear, the direction of

travel is clear: toward greater alignment, agility, and efficiency.

In both the original TPA paper and this sequel, Governance and Culture consistently emerge as the most
critical enablers of success. And yet, they’re often cited as the biggest barriers to change. We frequently hear

from funds still at the starting line:
“Our governance is a constant and doesn’t change,” or “Our Board will never give up control of the SAA.”

While I've seen cases where TPA adoption is driven top-down, more often the transition begins with
incremental improvements initiated by the strategy team. These early efforts typically focus on solving
immediate pain points — those created by traditional SAA structures that inhibit efficient portfolio decisions.

The natural temptation is to focus on what’s within reach, the areas still under the strategy team’s control.

This silent revolution may start in a small corner of the organization and achieve early success. But unless it
eventually addresses the Governance Model, it risks fizzling out prematurely. As highlighted earlier, even the
most committed TPA organizations face a “gravitational pull” back toward SAA-like tendencies, especially in

moments of stress or uncertainty. That pull comes from a place of comfort and familiarity embedded in habit.

And in the words of Stewart Brentnall, CIO of TCorp,

06 SAA is a model of measurement and convenience. TPA is a model of
optimality and alignment. To move from one to the other, you have
to give up comfort, silo ownership, and definitions — all in pursuit
of something more aligned to the end client objective.”
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CONCLUSION:

Staying on the Journey

By Fayne Bok, can cra
& Aaron F ilbéC/f, CAIA, CFA, CFP®, CIPM, FDP

As we've discussed throughout the duration of this report, TPA is not just a framework, it’s a methodology and

a mindset. One that demands clarity, courage, and continuous calibration.

The organizations furthest along the path aren’t chasing perfection. They’re building better systems
— ones that align capital with purpose. Not because they’ve reached “One Fund” nirvana, but because they’ve
built the right scaffolding: strong governance, shared incentives, and a mindset that puts the total portfolio

first.
The journey is ongoing, and the work is never truly done. But for those willing to commit, the rewards are real.

For asset owners seeking to explore or deepen their TPA journey, you're not alone. Practical tools and
frameworks are available to guide the way, including those introduced here from our own experience

supporting clients through this transition.

On that note, we'd ask you to challenge yourself: What's your next step on the TPA journey? Because the current

is strong. And for those willing to swim upstream, the most interesting chapters are still ahead.

Em/ ;Z:U\ ﬁh/’m/ W Lessons from the Front Lines

Advice Quote Narrative
TPA must be anchored in a clear
. ) roblem statement. Whether
“IPA Is not right for everyone. You pob ems a eme ) c e.
it’s improving capital allocation,
should really try to understand . . o
Be clear on the goal L breaking down silos, or aligning
what problem you're trying to . L
. with long-term objectives, the
solve for, . .
rationale must be explicit and
shared.
“You need to establish a culture Before changing systems or
and mindset - what I call ‘between mandates, shift the conversation.
Begin with mindset the ears’. The technical pieces are Encourage teams to think in terms

manageable. But that cultural shift
Is the real challenge.”

of total portfolio outcomes and
shared accountability.

G0 Slow, in phases

“You can’t eat an elephant in
one bite. Work within what your
organization can absorb.”

TPA is a multi-phase journey.
The most successful transitions
were incremental, adaptive, and
responsive to organizational
capacity. Achieving alignment
takes time.

Use TPA as a framing device

“Do what you need to do, and use
TPA as a halo to get there.”

Several interviewees suggested
using TPA as a rallying point, to
clarify priorities, and drive change.
Focus on solving one or two key
problems, and let the rest follow.

Address governance early

“You better have a crystal-clear
understanding of accountability
and ownership before you do this.”

Governance is foundational.
Without clear delegation,
accountability, and trust,

and sound accompanying
measurement, TPA cannot take
root.

Source: Peer Fund Interviews with Thinking Ahead Institute, WTW, and CAIA Association 37
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EPILOGUE:

Carrying the
Conversation Forward

What’s become clear throughout this work is that TPA is a continuous journey, not a destination. No
organization has ever truly “arrived” because TPA is not a static end state. Even those closest to “arriving” must

continually reinforce the culture and processes that got them there or risk slipping into complacency.

Every organization that embarks on the TPA journey encounters friction. It’s a natural, expected, and even
essential part of making a meaningful shift. The path is rarely linear. There are setbacks, relapses, and moments

of doubt. But there is also growth, alignment, and resilience.

Those furthest along in the journey often say the same thing: the work is never done. You must choose

TPA repeatedly every day, in how you structure teams, frame dCCiSiOI‘lS, measure success, and communicate

with stakeholders.

This is what makes TPA both powerful and difficult. It demands more from people, but it gives more back to

the portfolio.

The gravitational pull of SAA may never fully disappear, and that’s to be expected. Legacy structures,

habits, and incentives continue to shape thinking, even as organizations move toward TPA. But with strong
governance, a collaborative culture, and a clear sense of purpose, organizations can resist the drift and stay on
the path. And in doing so, they can deliver portfolios that are more aligned, more resilient, and ultimately,

more effective in meeting long-term objectives.
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CAIA Association is a global network of forward-thinking investment
professionals, redefining the future of capital allocation in a world where
traditional and alternative converge. United by a commitment to improving
investment outcomes, we lead with authority, educate to inspire, and
connect people who turn insight into action. To learn more about the CAIA
Association and how to become part of the most energized professional

network shaping the future of investing, please visit us at https://caia.org/.

In collaboration with

Thinking Ahead Institute

An innovation network founded by WTW

The Thinking Ahead Institute is a global not-for-profit investment research
and innovation network dedicated to helping investors navigate the future.
Bringing together leading asset owners, asset managers and strategic partners,
the Institute drives innovation through collaborative research and practical
solutions. Since its founding in 2015, the Institute has convened more than 100
organizations to collaboratively design fit-for-purpose investment strategies,
improve organizational effectiveness, and strengthen stakeholder trust. Learn
more about how the Thinking Ahead Institute can support your organization at

hteps://www.thinkingaheadinstitute.org/.



