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MEMORANDUM FOR BOARD MEMBERS GERBER, BILYEU, BRIDGES,
AND OLIVARES

o
FROM: Sean McCaffrey, Chief Investment Officer
DATE: January 28, 2025
SUBJECT: December 2024 Investment Program Review
INTRODUCTION

This report reviews key aspects of the TSP’s investment program, including performance,
benchmark differences, interfund transfer activity, and participant allocations.

RETURNS AND BENCHMARK DIFFERENCES

The tables below contain the monthly and 2024 annual returns and benchmark differences for the
F, C, S, and | Funds and for the separate accounts managed by BlackRock and State Street. Due
to rounding, the benchmark differences may not match the differences in displayed returns.

December 2024 Returns and Benchmark Differences

Fixed Income Large Cap Small Mid Cap International

(F Fund) (C Fund) (S Fund) (1 Fund)

Index -1.64% -2.38% -7.03% -2.36%

Return BlackRock -1.70% -2.39% -7.04% -2.89%
State Street -1.71% -2.39% -7.04% -2.56%

TSP Fund (Net) -1.71% -2.39% -7.05% -2.83%

Benchmark | BlackRock -0.07% -0.01% -0.01% -0.53%
Difference | State Street -0.08% 0.00% -0.01% -0.20%
TSP Fund -0.07% -0.01% -0.01% -0.47%

BlackRock’s performance for the F Fund lagged the Fixed Income Index’s return by 7 basis points,
primarily due to a difference in the timing of pricing by the index provider and by BlackRock on
the last trading day of November 2024. Its performance for the C and S Funds was in line with
the Funds’ respective indices for the month. For the | Fund, BlackRock’s performance lagged the
International Index by 53 basis points, primarily due to fair value pricing.

State Street’s performance for the F Fund lagged the Fixed Income Index’s return by 8 basis
points, primarily due to a difference in the timing of pricing by the index provider and by State
Street on the last trading day of November 2024. Its performance for the C and S Funds was in
line with the Funds’ respective indices for the month. For the | Fund, State Street’s performance
lagged the International Index by 20 basis points, primarily due to fair value pricing.




2024 Annual Returns and Benchmark Differences

Fixed Income Large Cap Small Mid Cap

(F Fund) (C Fund) (S Fund)

Index 1.25% 25.02% 16.88%

Return BlackRock 1.36% 25.00% 16.98%
State Street 1.38% 25.01% 16.94%

TSP Fund (Net) 1.33% 24.96% 16.93%
Benchmark | BlackRock 0.11% -0.02% 0.09%
Difference | State Street 0.13% -0.01% 0.06%
TSP Fund 0.08% -0.06% 0.05%

For 2024, BlackRock’s performance for the F Fund was ahead of the Fixed Income Index’s return
by 11 basis points, primarily due to a difference in the timing of pricing by the index provider and
by BlackRock on the last trading day of December 2023. Its performance for the C Fund was in
line with the Large Cap Index. For the S Fund, BlackRock was ahead of the Small Mid Cap Index
by 9 basis points, primarily due to securities lending.

For 2024, State Street’s performance for the F Fund was ahead of the Fixed Income Index’s return
by 13 basis points, primarily due to a difference in the timing of pricing by the index provider and
by State Street on the last trading day of December 2023. Its performance for the C Fund was in
line with the Large Cap Index. For the S Fund, State Street was ahead of the Small Mid Cap Index
by 6 basis points, primarily due to securities lending.

During October 2024, the | Fund completed the process of changing its benchmark from the MSCI
EAFE Index to the MSCI ACWI IMI ex USA ex China ex Hong Kong Index. To implement this
change, BlackRock and State Street independently coordinated with MSCI to develop transitional
benchmarks. The following table shows the 2024 performance of both managers relative to their
applicable benchmarks, as well as the overall net return of the | Fund.

BlackRock State Street
Applicable Benchmark 4.50% 4.03%
Manager’s Return 4.33% 4.19%
Benchmark Difference -0.16% 0.16%
| Fund Return (net) 4.27%
MSCI EAFE Index 3.82%
MSCI ACWI IMI ex USA ex China ex Hong Kong Index 4.34%

BlackRock's performance for the | Fund lagged its applicable International Index’s return by
16 basis points, primarily due to securities sampling and fair value pricing.

State Street's performance for the | Fund exceeded its applicable International Index’s return by
16 basis points, primarily due to tax advantage.



TSP Net Returns as of December 31, 2024

1-Year 3-Year 5-Year 10-Year
G Fund 440% 3.87% 2.78% 2.52%

1-Year 3-Year 5-Year 10-Year
F Fund 1.33% -2.30% -0.24% 1.49%
Bloomberg US Agg Bond Index 1.25% -2.41% -0.33% 1.35%
Benchmark Difference 0.08% 0.11% 0.08% 0.14%

1-Year 3-Year 5-Year 10-Year
C Fund 24.96% 8.90% 14.48% 13.09%
S&P 500 Index 25.02% 8.94% 14.53% 13.10%
Benchmark Difference -0.06% -0.04% -0.05% -0.02%

1-Year 3-Year 5-Year 10-Year
S Fund 16.93% 2.61% 9.88% 9.52%
Dow Jones US Completion TSM Index 16.88% 2.38% 9.76% 9.30%
Benchmark Difference 0.05% 0.23% 0.12% 0.22%

1-Year 3-Year 5-Year 10-Year
| Fund 427% 2.03% 5.07% 5.63%
International Index* 4.20% 1.77% 4.80% 5.24%
Benchmark Difference 0.07% 0.26% 0.27%  0.40%

* MSCI EAFE through July 31, 2024; MSCI ACWI IMI ex USA ex China ex Hong Kong thereafter.

Inception Date

L Income Fund August 1, 2005
L 2025 Fund July 1, 2020
L 2030 Fund August 1, 2005
L 2035 Fund July 1, 2020
L 2040 Fund August 1, 2005
L 2045 Fund July 1, 2020
L 2050 Fund January 31, 2011
L 2055 Fund July 1, 2020
L 2060 Fund July 1, 2020
L 2065 Fund July 1, 2020

L 2070 Fund July 26, 2024

1-Year
7.37%
8.28%
11.52%
12.18%
12.85%
13.42%
14.02%
16.28%
16.28%
16.28%
N/A

3-Year
4.42%
3.96%
5.00%
5.03%
5.08%
5.09%
5.14%
5.72%
5.71%
5.71%

N/A

5-Year
4.77%
N/A
7.68%
N/A
8.50%
N/A
9.19%
N/A
N/A
N/A
N/A

10-Year
4.36%
N/A
7.36%
N/A
8.16%
N/A
8.84%
N/A
N/A
N/A
N/A




Performance of TSP Funds

The charts below show the G, F, C, S, and | Fund net rates of return vs. their respective benchmark indices.
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Net rates of return for the L Funds are shown below, along with comparable returns for the G, F, C, S, and | Funds.

Net Returns of Individual Funds and L Funds
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Asset Allocation

Participant Asset Allocation History

as of December 31, 2024
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Asset Allocation as of December 31, 2024
Participant Allocation Individual TSP Funds
Assets Share of Assets Share of
(Billions) Total (Billions) Total
G Fund $227.8 23.6% $294.9 30.6%
F Fund $20.1 2.1% $34.2 3.5%
C Fund $348.1 36.1% $429.1 44.5%
S Fund $98.3 10.2% $119.0 12.3%
| Fund $30.9 3.2% $85.7 8.9%
L Funds $237.6 24.7% n/a n/a
MFW $0.5 0.1% $0.5 0.1%
Total $963.4 100.0% $963.4 100.0%
*Components may not sum to totals due to rounding.
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$70

$60

$50

g

$30

Assets (billions)

$20

$10

$0

$276 5272

$11.0 5108

L Income L 2025

Assets by L Fund

$59.8
$584 $57.7

$116 $116

$78 $78

$65 $64

L 2030 L2035 L2040 L2045 L2050 L2055 L 2060 L 2065
|11/30/2024 ®@12/31/2024

$09 $10

L 2070

1,400

1,200

1,000

800

600

Accounts (thousands)

400

200

276 274

L Income L 2025

Accounts by L Fund

1,255 1,248

495 493

203 205

L2030 L2035 L2040 L2045 L2050 L2055 L2060 L 2065
|11/30/2024 m@12/31/2024

70

59

L 2070




Accounts (millions)

8.0

70

6.0

50

1.0

Participation History of the L Funds
as of December 31, 2024

7,221,326 —

3,957,421

(55% of accounts) .
40 :

December 2018: BRS window closes
January 2018: BRS window opens . “
September 2015: L Funds become default for . )

new FERS participants AN

2,847,085
(39% of accounts)

ooé

Y Y Y Y Y Y Y Y Y Y Y Y Y Y %
0y, Oy, Oy O, O, O, 0, 0, 0, B, b, @, ©, b, 0, O, ©, @
9 (4 7 < @ 7 oy () -~ (4 9 @

mmwAll Accounts s Accounts Invested in At Least One L Fund mmAccounts 100% Invested in L Funds

Interfund Transfer Activity

Monthly Net Interfund Transfers (millions)
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*Values may not sum to zero due to rounding.




PROXY VOTING — THIRD QUARTER 2024

An audit of BlackRock’s proxy voting conducted by ISS found no exceptions to BlackRock’s
established guidelines during the third quarter of 2024. An audit of State Street’s proxy voting
conducted by ISS found two exceptions to State Street’s established guidelines during the third
quarter of 2024. These exceptions, which represented 0.6% of the sample of State Street votes
examined by ISS, were related to share purchase proposals at one company in India. The
erroneous votes did not change the outcome of either election. Using these exceptions as a guide,
the team responsible for making voting recommendations has trained its members to recognize
similar proposals in the future, thereby avoiding reoccurrence of the errors. Copies of the audit
reports are provided in this report as Attachments 1 and 2. The ISS audit reports for the fourth
quarter of 2024 are not yet available.

CLASS ACTION SETTLEMENTS — THIRD QUARTER 2024

BlackRock began the third quarter with 94 open claims. During the quarter, 18 claims were
opened, including four in the C Fund, 13 in the S Fund, and one in the | Fund. Twenty-one
claims were closed during the quarter. Two claims in the C Fund were settled for $503,377 and
14 claims in the S Fund were settled for $2,100,247. Two claims in the C Fund and three claims
in the S Fund were closed due to administrator action. Residual payments from previously
closed claims yielded $10,501 for the C Fund and $7,575 for the S Fund. Total proceeds for the
quarter were $2,621,700. BlackRock ended the quarter with 91 open claims.

Open at Opened Closed Open Total of Settled
Start of During During Claims Claims
Quarter Quarter Quarter Outstanding YTD
F Fund 5 - - 5 $16,338
C Fund 23 4 4 23 $2,370,364
S Fund 64 13 17 60 $7,096,527
| Fund 2 1 - 3 $11,866
Total 94 18 21 91 $9,495,095

State Street began the third quarter with 28 open claims. During the quarter, one claim was
opened in the C Fund and eight claims were opened in the S Fund. Five claims were closed.
Two claims were settled for $32,166 and three claims were closed due to administrator action.
State Street ended the quarter with 32 open claims.

Open at Opened Closed Open Total of Settled
Start of During During Claims Claims
Quarter Quarter Quarter Outstanding YTD
F Fund - - - - $0
C Fund 3 1 - 4 $0
S Fund 25 8 5 28 $40,778
| Fund - - - - $0
Total 28 9 5 32 $40,778
ATTACHMENTS

Attachment 1: Audit Report on BlackRock’s Proxy Voting in the Third Quarter of 2024
Attachment 2: Audit Report on State Street’s Proxy Voting in the Third Quarter of 2024



ANNUAL REVIEW OF INVESTMENT POLICY
The G Fund investments produce long-term yields while incurring no market risk. | recommend
reaffirmation of the current G Fund policy of investing solely in short-term maturities.

The F, C, S, and | Funds have tracked their respective indices and have incurred low trading
costs. | recommend reaffirmation of the current F, C, S, and | Fund investment policies.

Therefore, | recommend the Board consider the following resolution:

WHEREAS the Federal Employees' Retirement System Act of 1986, as amended (5 U.S.C. §
8401 — et seq.) provides the Board members shall establish policies for the investment and
management of the Thrift Savings Fund (5 U.S.C. § 8472(f) (1) and (2)); and

WHEREAS the Board members at this meeting have reviewed the investment performance and
investment policies of the Government Securities Investment Fund, the Fixed Income Index
Investment Fund, the Common Stock Index Investment Fund, the Small Capitalization Stock
Index Investment Fund and the International Stock Index Investment Fund; and

WHEREAS the Board members are satisfied with the investment performance and investment
policies of these Funds;

NOW THEREFORE BE IT RESOLVED that the current investment policies for the Government
Securities Investment Fund, the Common Stock Index Investment Fund, the Fixed Income Index
Investment Fund, the Small Capitalization Stock Index Investment Fund, and the International
Stock Index Investment Fund are affirmed without change.
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