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Session Topics

(1) Market & COVID Update - What a strange year it’s been…

(2) How are other risk pools positioned and performing?

(3) Rates Lower for Longer – Thoughts, Implications & Opportunities
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Market Update (1)
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Fixed Income Market Performance YTD
Source: Bloomberg
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Red – Aggregate
Green – Int Gov/Credit
Blue – High Yield
Purple – US Treasury



Equity Market Performance YTD
Source: Bloomberg
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FANGS: 100% Technology
NASDAQ 100: 55% Technology
S&P 500: 28% Technology
S&P 500 ex-Technology



U.S. Treasury Yields
Source: Bloomberg
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U.S. Credit Yields
Source: Bloomberg
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Blue: Investment Grade A-rated
Red: Investment Grade BBB-rated
Purple: Below Investment Grade BB-rated
Yellow: Below Investment Grade B-rated



COVID Update
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Federal COVID Response
Source: Committee for a Responsible Federal Budget
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Unemployment – Continued Claims
Source: FRED & Statista
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Fiscal Stimulus Impact & Trends
Source: Congressional Budget Office (CBO)
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Federal Spending
Source: Peter G. Petersen 
Foundation & 
Virtualcapitalist.com
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Risk Pool Investment Peer Analysis (2)
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Is the grass greener?

As of 9/30/2020 (21 Risk Pools / $5.6B in Assets)



Fixed Income Portfolio Book Yield & Duration
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Fixed Income Portfolio Sectors
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Fixed Income Portfolio Credit Rating
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Fixed Income Performance  - 1 Year
Period Ending 9/30/2020; Net of fees; return median/average calculated by portfolio not asset-
weighted 
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Fixed Income Performance  - 3 Years
Period Ending 9/30/2020; Net of fees; return median/average calculated by portfolio not asset-
weighted 
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Fixed Income Manager Fees
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Risk Asset Allocation - % of Total Portfolio
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Risk Asset Allocation - % of Surplus / Net Position
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Risk Asset Allocation 
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Risk Asset Performance  - 1 Year
Period Ending 9/30/2020; Net of fees; return median/average calculated by portfolio not asset-
weighted 
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Risk Asset Performance  - 3 Years
Period Ending 9/30/2020; Net of fees; return median/average calculated by portfolio not asset-
weighted 
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Investment Leverage
Invested Assets / Surplus
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Yields – Lower for Longer…
Thoughts, Implications & Opportunities (3)
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Is the grass greener?



Time, Diversification & The Volatility of Returns

Source: JP Morgan Asset Management
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Horizon Thinking
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The Quest for Fixed Income Yield
Which switches to flip?
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Fixed Income Market Sector Yields
Source: Bloomberg Barclays Indices & BofA ICE Indices
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Index YTW 12/31/2019 9/30/2020 10/31/2020 11/30/2020 Chg Prior Qtr Chg Calendar Yr

Aggregate 2.31% 1.18% 1.24% 1.15% -0.03% -1.16%

Intermediate Aggregate 2.14% 0.89% 0.94% 0.87% -0.02% -1.27%

U.S. Treasury 1.80% 0.48% 0.58% 0.56% 0.08% -1.24%

U.S. 2-Yr Treasury 1.56% 0.13% 0.15% 0.15% 0.02% -1.41%

U.S. 5-Yr Treasury 1.68% 0.27% 0.38% 0.36% 0.09% -1.32%

U.S. 10-Yr Treasury 1.91% 0.68% 0.86% 0.84% 0.16% -1.07%

U.S. 30-Yr Treasury 2.38% 1.45% 1.63% 1.57% 0.12% -0.81%

U.S. Agency MBS 2.54% 1.29% 1.34% 1.28% -0.01% -1.26%

ABS 2.05% 0.54% 0.55% 0.51% -0.03% -1.54%

CMBS 2.48% 1.44% 1.53% 1.41% -0.03% -1.07%

U.S. Credit 2.79% 1.91% 1.94% 1.73% -0.18% -1.06%

A-Rated Corporates 2.64% 1.67% 1.71% 1.54% -0.13% -1.10%

BBB-Rated Corporates 3.19% 2.43% 2.43% 2.13% -0.30% -1.06%

Municipal Bond 1.78% 1.32% 1.41% 1.17% -0.15% -0.61%

Taxable Municipal Bond 3.04% 2.22% 2.37% 2.22% 0.00% -0.82%

U.S. High Yield 5.19% 5.77% 5.78% 4.70% -1.07% -0.49%

Global Aggregate (USD) 1.45% 0.90% 0.91% 0.86% -0.04% -0.59%

U.S. Agg. vs. Global Agg. 0.86% 0.28% 0.33% 0.29% -0.01% -0.57%

UST 2yr-10yr Spread (bps) 35.0 55.0 71.0 69.0

UST 2yr-5yr Spread (bps) 12.0 14.0 23.0 21.0

UST 5yr-10yr Spread (bps) 23.0 41.0 48.0 48.0



Credit Risk, Volatility, & Income Advantage
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Live Risk Pool Example
32

Initial Investment 50,000,000$       

Portfolio Type1 1 year 3 years 5 years 7 years 10 years
All Govt (Base - Actual Returns) 5.07% 3.86% 2.91% 2.99% 2.68%
Add 25% IG Corps 5.49% 4.23% 3.36% 3.29% 3.07%
Add 40% IG Corps 5.70% 4.44% 3.62% 3.47% 3.30%

Gross Investment
All Govt (Base - Actual Returns) 52,535,000$       56,016,370$       57,710,906$       61,451,914$       65,137,128$       
Add 25% IG Corps 52,745,000$       56,617,178$       58,983,767$       62,715,941$       67,653,889$       
Add 40% IG Corps 52,850,000$       56,960,080$       59,729,371$       63,485,004$       69,178,831$       

Net Investment Gain vs. Base
Add 25% IG Corps 210,000$        600,808$        1,272,861$     1,264,028$     2,516,761$     

Average Annual Addition Investment Income 200,269$                254,572$                180,575$                251,676$                

Add 40% IG Corps 315,000$        943,711$        2,018,465$     2,033,090$     4,041,703$     
Average Annual Addition Investment Income 314,570$                403,693$                290,441$                404,170$                

Manager vs Benchmark: Standard Deviation (i.e Volatility)
All Govt (Base - Actual Returns) 2.68% 3.06% 3.19% 3.04% 2.98%
Add 25% IG Corps 2.50% 2.79% 2.89% 2.78% 2.76%
Add 40% IG Corps 3.24% 2.93% 2.90% 2.76% 2.76%

Portfolio Volatility vs. Base
Add 25% IG Corps -0.18% -0.27% -0.30% -0.26% -0.22%
Add 40% IG Corps 0.56% -0.13% -0.29% -0.28% -0.22%

Notes:
1) Using Merrill Lynch/ICE -  U.S. Corporate Index -1-10 Year



High Yield Fixed Income
Source: Bloomberg Barclays, ICE Data Indices LLC
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Floating Rate Bank Loans
Source: Eaton Vance, Bloomberg Barclays, JP Morgan, ICE Data Indices.
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Private Credit
Source: Securian Asset Management
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Private Equity
Source: Virtualcapitalist.com
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Bitcoin
Source: GoogleTrends & 
Virtualcapitalist.com
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Making Sense of the ESG Landscape
38



ESG Criteria Sample
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ESG Market Size (In Billions $USD)
Source: 2018 GLOBAL SUSTAINABLE INVESTMENT REVIEW
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Is the grass greener?

Some final…



Social 
Acceleration: 
A New 
Theory of 
Modernity

Speed of human movement 
from pre-modern times to 
today has increased by a 
factor of 100
The speed of 

communications has 
increased by a factor of 
10,000,000
And, the speed of data 

transmission has increased 
by a factor of 
10,000,000,000

By Hartmut Rosa
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Investments Always Support Enterprise Goals
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