Income Research & Management (IR+M)
Core Fixed: Bloomberg Barclays Gov/Credit Bond Index

For the month of: September 2020
Manager Performance Calculations * Annudlized returns
Last Last Last Last Last
Month 3 Months 1Year 3 Years* 5 Years*
IR+M 0.14% 1.46% 9.52% 6.60% N/A
BB Gov/Credit -0.05% 0.78% 8.03% 5.85% N/A

Performance Attribution & Strategy Comments

The PERSI portfolio outpaced the Bloomberg Barclays G/C Index, returning 0.14% versus -0.05%. Security
selection drove relative performance. Specifically, selection within the finance and industrial, and
selection within out of benchmark sectors including CMBS and ABS. September brought volatility for
spread product and equities; risk assets largely underperformed, as economic data was mixed,
optimism for additional fiscal stimulus faded and renewed coronavirus fears concerned investors . US
economic releases varied during the month, as initial jobless claims were mostly above estimates, but
consumer confidence increased to the highest level since March, and inflation measures were higher-
than-expected. The Federal Open Market Committee (FOMC) forecasted the fed funds rate will stay
near zero through 2023, suggesting that tightening will be delayed until inflation averages 2% and the
future path of the recovery is more certain. Treasury yields were virtually unchanged month-over-
month, with rates within 1-2bps of where they ended August; the implied volatility of Treasury yields
fell to an all-time low. Investment-grade supply reached a new record for the month of September, as
issuers rushed to borrow while funding levels remained attractive; issuance totaled roughly $164 billion,
and eclipsed the previous record of $158 billion from 2019. A new monthly record was set in six of the
previous seven months, however, expectations are for the pace to slow in October; initial estimates of
$75 billion are well-below the five-year average for October of $93 billion. Investors showed a strong
appetite for newly issued bonds, reflected by minimal new issue concessions and average
oversubscriptions of 3.5x, but secondary corporate spreads widened 7bps, from 129bps to 136bps,
amid the volatile market backdrop. High-yield corporate issuers priced over $47 billion, the third busiest
month ever, and the heavy supply coupled with equity market weakness to pressure spreads, which
widened 40bps, from 477bps to 517bps. Mortgage-backed securities (MBS) underperformed Treasuries
and other securitized sectors amid heavy origination and increased prepayments, despite the Fed
purchasing over $110 billion of MBS, the most since April 2020.

Organizational/Personnel Changes

N/A

Manager Style Summary

IR+M’s investment philosophy is based on the belief that careful security selection and active portfolio risk management provide
superior returns over the long term. Utilizing a disciplined, bottom-up investment approach, IR+M adds value through security
selection by seeking attractive, overlooked, and inefficiently priced issues.



Income Research & Management (IR+M)

Core Fixed: Bloomberg Barclays Gov/Credit Bond Index

Portfolio Guideline Compliance September 2020
Portfolio Guideline: IR+M BB G/C Min Max Compliance
B2. Effective Duration: 7.6 7.7 7.2 8.2 ok
B3. Sector Diversification:

Government 27% 55% 25% 85% ok
Treasuries 24% 53% 23% 83% ok
Agencies 0% 2% -3% 7% ok
Govt Guaranteed 3% 0% -10% 10% ok

Credit 48% 44% 24% 64% ok
Financial 14% 12% -3% 27% ok
Industrial 27% 24% 9% 39% ok
Utility 6% 3% -7% 13% ok
Non-Corporate 1% 6% -4% 16% ok

Securitized
RMBS 2% 0% -10% 10% ok
ABS 10% 0% -10% 10% ok
CMBS 8% 0% -10% 10% ok
Agency CMBS 1% 0% -5% 5% ok

Municipals 3% 1% -9% 1% ok

B4. Issuer Concentration: <=5% all corporate issuers 5% ok
B5. Number of positions 219 100 175 check
B6. Non-Investment Grade alloc 1% 5% ok
E2. Annual Turnover 39% 25% 75% ok
Yes [INo

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

Manager Explanations for Deviations from Portfolio Guidelines

B5. Number of Positions:

Due to volitility, we positioned the portfolio to take advaantage of attractive

opportunities.

Account Turnover
Gained: Number of Accounts: 0
Lost: Number of Accounts: (o}

Reason(s) for loss:

Total Mkt Value ($m):
Total Mkt Value ($m):
IRM did not gain or lose any accounts in the G/C strategy during the month.
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