Clearwater Advisors, LLC
Core Fixed: Barclays Capital Aggregate Benchmark

For the month of: September 2020
Manager Performance Calculations * Annualized returns
Last Last Last Last Last
Month 3 Months 1 Year 3 Years* 5 Years*
Clearwater Agg -0.06% 0.67% 7.16% 5.34% 4.45%
Barclays Aggregate -0.06% 0.62% 6.99% 5.24% 4.17%

Performance Attribution & Strategy Comments

The portfolio matched the return of the index in September. The post-COVID shutdown rebound in
financial markets took a pause in September. Fixed income performance was muted as the yield curve
steepened and spreads widened modestly. The Federal Reserve, unsurprisingly, maintained zero
interest rate policy at their September meeting followed by calls to Congress for more fiscal stimulus.

Treasury and agency securities provided an offset to mostly negative returns across spread sectors.
Investment grade credit turned in its first negative performance month of the last six as spreads
widened during another very active month in the primary market. Lower quality credit underperformed
higher quality issuers with underperformance led by energy-related sectors.

The economic impact of COVID-19 has bottomed and economic data continues to beat consensus albeit
at a slower pace. The Presidential Election is beginning to heat up and should provide great theater over
the coming 30 days. We've likely passed the worst of this pandemic, but there will be setbacks which
will provide investment opportunities. Further, developments into effective treatments and vaccine
candidates should gain further clarity as the year comes to a close.

Organizational/Personnel Changes
N/A

Manager Style Summary

Clearwater manages a core Aggregate portfolio which is not expected to deviate significantly from the benchmark,
although issuer concentration is expected to be much larger. They seek to add value through sector allocation and
security selection rather than duration bets. Prior to January 2014, Clearwater managed a TBA mortgage portfolio.
The historical returns through December 2013 reflects the performance of the TBA portfolio while performance
beginning January 2014 reflects the Aggregate portfolio.



Clearwater Advisors, LLC

Core Fixed: Barclays Capital Aggregate Benchmark

Portfolio Guideline Compliance September 2020
Portfolio Guideline: | Clearwater | BC Agg | Min Max Compliance
Al. The account shall consist of dollar denominated fixed income securities ok
B2. Duration: 5.9 6.1 | 5.6 6.6 ok
B3. Sector Diversification:
Treasuries 27% 37% 22% 52% ok
Agencies 5% 3% -12% 18% ok
Supra/Sovereign 1% 4% -6% 14% ok
Corporates 34% 27% 7% 47% ok
Industrial 20% 17% 2% 32% ok
Financial 11% 8% -7% 23% ok
Utility 3% 2% -8% 12% ok
MBS 28% 27% 12% 42% ok
ABS 1% 0% -5% 5% ok
1CMBS 4% 2% -3% 7% ok
B4. Issuer Concentration: <=5% all corporate issuers 5% ok
B5. Number of positions 124 100 200 ok
B6. Non-Investment Grade alloc 1% 10% ok
B7. Out of index sector alloc 0% 10% ok
B7. TIPS allocation 3% 20% ok
E2. Annual Turnover (ex TBA rolls) 28% 80% 120% check
The portfolio is in compliance with all other aspects of the Portfolio Guidelines Yes LI No

Manager Explanations for Deviations from Portfolio Guidelines

Annual Turnover (ex TBA rolls)

Account Turnover
Gained: Number of Accounts:
Lost: Number of Accounts:

Reason(s) for loss: N/A

Total Mkt Value (Sm):
Total Mkt Value (Sm):

Portfolio turnover has been below expectations. We don't expect it to shift
materially higher in the near-term.




Clearwater Cash

Cash: Merrill Lynch 0-3 Month Treasury Bill Benchmark

September

For the month of:
Manager Performance Calculations
Last Last
Month 3 Months
Clearwater - PERSI STIF 0.02% 0.11%
ML 0-3 Month T-bill 0.01% 0.03%

Performance Attribution & Strategy Comments

2020
Last Last
1 Year 3 Years*
1.26% 1.81%
0.96% 1.60%

* Annualized returns

Last

5 Years*
1.44%
1.12%

During September markets weighed the continued support of the Federal Reserve against the deteriorating
negotiations around a second stimulus bill while hoping for the development of a Covid-19 vaccine.

In its most recent September meeting, the Federal Reserve said that it would continue to support the
economy by keeping the Federal Funds rate near zero until the U.S. economy is “far along in its recovery,”
which could be as late as 2023. Fiscal support from Congress appears unlikely until after the election as both
political parties have failed to reach an agreement about a second round of stimulus.
Over the month of September, U.S. Treasury yields stayed relatively flat, with the shorter maturities moving
down slightly. The 1-month treasury yield decreased 1 basis point (bps) to .07%. The 2-year treasury yield
stayed flat at .13%. The Bloomberg All Cash Bond Index, which measures credit spreads, increased 7bps
rounding out September at 135. 3-Month LIBOR and SOFR decreased 2bps and 1bp to .23% and .08%

respectively.

Portfolio Guideline Compliance

Portfolio Guideline: Clearwater Min Max | Compliance
B2a. Sector Allocations: 100%
Treasuries 7% 0% 100% ok
Agencies 5% 0% 100% ok
Corporates 19% 0% 100% ok
Mortgage Backed Securities (MBSs) 0% 0% 60% ok
Asset Backed Securities (ABSs) 4% 0% 40% ok
Cash 8% 0% 100% ok
Commercial Paper 58% 0% 100% ok
B2b. Quality: Securities must be rated investment grade by S&P or Moody's at time of purchase ok
B2c. Effective Duration <=18 months 4 18 ok
B2d. Number of securities 34 10 50 ok
B3a. Allocation of corporate securities to one issuer 5% 5% ok
The portfolio is in compliance with all other aspects of the Portfolio Guidelines Yes 1 No

Manager Explanations for Deviations from Portfolio Guidelines

There were no deviations.

Manager Style Summary

The enhanced cash portfolio was created with the expectation that the portfolio will generate returns similar to, or in
slight excess of, the Mellon Short-Term Investment Fund (STIF), while providing PERSI with an increased level of

transparency into the cash portfolio.
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