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* Annualized returns
Last

Month
Last
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Last

1 Year
Last  

3 Years*
Last  

5 Years*
-0.09% 0.22% 4.17% 3.53% 2.76%
-0.11% 0.11% 4.36% 3.68% 2.98%

DBF BC Mtg
$67.26 N/A

2.2 2.1
1.2% 1.3%
3.4% 3.3%

D.B. Fitzpatrick & Co., Inc. - MBS Portfolio
Domestic Fixed:  Bloomberg Barclays Mortgage Benchmark

For the month of:  September

Manager Performance Calculations

Performance Attribution & Strategy Comments

DBF MBS
BC Mortgage

Portfolio Attributes

Characteristics

DBF's MBS (Mortgage Backed Security) portfolio is a "core" holding which attempts to generally track the returns of the
Barclays Capital Mortgage Index. Excess returns are added through security selection and interest rate bets, although such
bets are expected to be limited and relatively low-risk. DBF also manages the Idaho Mortgage Program in conjunction with
this portfolio -- the MBS portfolio serves as a "cash reserve" of sorts, to fund mortgages managed through the Idaho
Mortgage Program. Consequently, we expect this portfolio to hold traditional MBS instruments and to maintain a
reasonably healthy status, with no significant bets which could go significantly awry.

Market Value ($ m)
Weighted Average Effective  Duration (in years)
Weighted Average Yield (in %)
Weighted Average Coupon (in %)

Manager Style Summary

U.S. Treasury yields traded in a very tight range in September, and are little changed since late March when 
tensions in the financial markets caused by the onset of the COVID-19 health crisis were still very high.  This 
stability is due largely to the impact of the Federal Reserve, which remains a dominant factor in the bond 
markets.  

The PERSI MBS portfolio outperformed the Bloomberg Barclays U.S. MBS Index by 2 basis points in September, 
returning -0.09%, despite a significant cash drag on performance (commercial mortgage cash flows were $13 
million during the month).  The account benefitted from being slightly up in coupon and from holding an 
overweight position to conventional securities.

Lower interest rates this year have impacted agency mortgage-backed security prepayment speeds and have led 
to higher MBS option-adjusted spreads over Treasury yields.  MBS with 2018 and 2019 collateral have been 
especially impacted, as borrowers of these recently issued mortgages have seen heightened prepayment 
incentives.  Earlier issued “vintage” MBS have experienced slower increases in prepayment speeds this year and, 
hence, have outperformed the broader MBS market.  With interest rates remaining low in the third quarter, 
however, even vintage MBS have seen higher prepayment speeds recently.  Looking through the coupon stack 
of the MBS market, prepayment speeds have recently slowed in higher coupon (3.5% – 4.5%) MBS, while picking 
up in lower coupons (2.5% - 3.0%).  Prepayment speeds have not yet risen much in 2.0% coupons, though this is 
likely to change soon if interest rates remain at current levels.   

Given the uncertainty of the long-term economic impact from COVID-19, we think it prudent to stay close to 
benchmark weights, though the portfolio does have a slightly defensive tilt.  An underweight position to Ginnie 
Mae securities is the portfolio’s most significant deviation from its benchmark.  
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Portfolio Guideline: DBF Min Max Compliance
$67 $50 ok

99% 80% 100% ok
99% 75% 100% ok
7.2%

53.8%
38.2%
0.0% 0% 25% ok
0.0% 0% 20% ok
0.0% 0% 20% ok

Agencies 0.0% 0% 20% ok
0.8% 0% 10% ok

BB Mtg
Duration 2.1 2.2 0.1 4.1 ok
Coupon 3.3% 3.4% 2.3% 4.3% ok
Quality AAA AAA AAA ok

0% 5% ok
56 25 50 check

77% 0% 25% check

Gained: 0 -$                 
Lost: 0 -$                 

Reason(s):

                  Cash

B3.     Individual security excl Treasuries as a % of portfolio

Manager Explanations for Deviations from Portfolio Guidelines

The portfolio is in compliance with all other aspects of the Portfolio Guidelines

           Attributes:

\ The number of securities is greater than 50 due to significant cash flows 
occurring in recent months.

E2.     Annual Turnover

Organizational/Personnel Changes

B2.     Minimum portfolio size

                  MORTGAGE RELATED

                  NON-MORTGAGE RELATED

    FHLMCs
CMOs

B2a.   Security Type:

Treasuries

N/A

Number of Accounts:
Total Market Value ($m):Number of Accounts:
Total Market Value ($m):

DBF minority shareholder Terri Christensen sold her roughly 10% interest in the firm to remaining shareholders
Brandon Fitzpatrick and Dennis Fitzpatrick in September. The DBF investment management team is unchanged, and
this adjustment of DBF ownership shares will have no impact on the management of PERSI's portfolios.

SeptemberPortfolio Guideline Compliance

D.B. Fitzpatrick & Co., Inc. - MBS Portfolio
Domestic Fixed:  Bloomberg Barclays Mortgage Benchmark

Generic MBSs
    GNMAs
    FNMAs

B4.     Number of securities

Account Turnover

Annual turnover has been elevated due to commercial mortgage funding 
requirements.

E2.     Annual Turnover:

Yes No
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