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How did we fare the past year? 

Index Asset Class
1Yr Ending 

11/ 30/ 2018

1Yr Ending 

11/ 30/ 2017

1Yr Ending 

11/ 30/ 2016

S&P Composite 1500 Growth U.S. Equity 9.38% 27.83% 4.38%

Dow Jones Industrial Average U.S. Equity 7.62% 30.02% 10.91%

S&P 500 U.S. Equity 6.27% 22.87% 8.06%

S&P Composite 1500 U.S. Equity 5.79% 22.38% 8.69%

BofA Merrill Lynch US Convertibles U.S. Convertible Bond 4.87% 15.64% 6.61%

Dow Jones U.S. Select REIT U.S. Real Estate 4.82% 8.60% 4.11%

S&P SmallCap 600 U.S. Equity 3.54% 17.66% 16.57%

S&P/ LSTA US Leveraged Loan Index U.S. Fixed Income 3.47% 4.91% 7.75%

S&P Composite 1500 Value U.S. Equity 1.98% 16.13% 13.20%

Citigroup 3-month T-bill Cash/ Cash Equivalent 1.76% 0.77% 0.25%

Alerian MLP Master Limited Partnerships 1.21% -6.83% 9.28%

Barclays Capital Municipal Bond U.S. Fixed Income 1.13% 5.58% -0.22%

MSCI World Index World Equity 0.68% 24.34% 3.77%

S&P MidCap 400 U.S. Equity 0.48% 18.53% 13.23%

Barclays Capital U.S. Corporate High Yield U.S. Fixed Income 0.36% 9.16% 12.11%

Barclays Intermediate U.S. Government/ Credit U.S. Fixed Income -0.34% 2.09% 1.67%

5-Year US Treasury U.S. Treasury -0.44% 0.59% 0.43%

Barclays U.S. Treasury: U.S. TIPS U.S. Fixed Income -0.90% 1.97% 3.96%

Merrill Lynch US Treasury Master U.S. Fixed Income -1.05% 1.96% 1.10%

Barclays Capital U.S. Aggregate U.S. Fixed Income -1.34% 3.21% 2.17%

Barclays U.S. Government/ Credit U.S. Fixed Income -1.73% 3.68% 2.38%

S&P GSCI Commodities U.S. Equity -2.45% 6.07% -2.83%

10-Year US Treasury U.S. Treasury -2.70% 1.43% -0.09%

Citigroup WorldBIG Index World Fixed Income -2.95% 6.74% 2.89%

Barclays Capital U.S. Corporate Investment Grade U.S. Fixed Income -3.04% 6.16% 4.58%

S&P GSCI Crude Oil U.S. Equity -5.92% 5.40% -13.61%

M SCI W orld Ex. US Index W orld Equity -7.30% 26.61% -1.77%

MSCI EAFE Index International Equity -7.48% 27.86% -3.17%

MSCI EM (Emerging Markets) International Equity -8.75% 33.30% 8.86%
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Did Risk Taking Payoff Last Year? 
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How did we fare the past three years? 

Index Asset Class
3Yr Ending 

11/ 30/ 2018

Dow Jones Industrial Average U.S. Equity 15.78%

S&P Composite 1500 Growth U.S. Equity 13.43%

S&P SmallCap 600 U.S. Equity 12.40%

S&P 500 U.S. Equity 12.16%

S&P Composite 1500 U.S. Equity 12.06%

S&P MidCap 400 U.S. Equity 10.48%

S&P Composite 1500 Value U.S. Equity 10.26%

MSCI EM (Emerging Markets) International Equity 9.81%

MSCI World Index World Equity 9.12%

BofA Merrill Lynch US Convertibles U.S. Convertible Bond 8.94%

Barclays Capital U.S. Corporate High Yield U.S. Fixed Income 7.09%

Dow Jones U.S. Select REIT U.S. Real Estate 5.83%

S&P/ LSTA US Leveraged Loan Index U.S. Fixed Income 5.36%

M SCI W orld Ex. US Index W orld Equity 4.86%

MSCI EAFE Index International Equity 4.63%

Barclays Capital U.S. Corporate Investment Grade U.S. Fixed Income 2.49%

Citigroup WorldBIG Index World Fixed Income 2.14%

Barclays Capital Municipal Bond U.S. Fixed Income 2.13%

Barclays U.S. Treasury: U.S. TIPS U.S. Fixed Income 1.66%

Barclays U.S. Government/ Credit U.S. Fixed Income 1.42%

Barclays Capital U.S. Aggregate U.S. Fixed Income 1.33%

Barclays Intermediate U.S. Government/ Credit U.S. Fixed Income 1.14%

Alerian MLP Master Limited Partnerships 1.00%

Citigroup 3-month T-bill Cash/ Cash Equivalent 0.93%

Merrill Lynch US Treasury Master U.S. Fixed Income 0.66%

5-Year US Treasury U.S. Treasury 0.19%

S&P GSCI Commodities U.S. Equity 0.18%

10-Year US Treasury U.S. Treasury -0.47%

S&P GSCI Crude Oil U.S. Equity -5.03%
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Did Risk Taking Payoff Last Three Years? 
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CORE FIXED INCOME 
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U.S. Fixed Income Sector Yields 

 

 

Source: Bloomberg Barclays 

Index YTW 12/ 31/ 2013 12/ 31/ 2014 12/ 31/ 2015 12/ 31/ 2016 12/ 31/ 2017 11/ 30/ 2018

Aggregate 2.48% 2.25% 2.59% 2.61% 2.71% 3.54%

U.S. Credit 3.18% 3.01% 3.54% 3.29% 3.19% 4.27%

U.S. Treasury 1.44% 1.43% 1.73% 1.89% 2.19% 2.93%

Municipal Bond 3.15% 2.09% 2.11% 2.65% 2.36% 2.87%

U.S. High Yield 5.64% 6.61% 8.74% 6.12% 5.72% 7.22%

U.S. 2-Yr Treasury 0.38% 0.66% 1.05% 1.19% 1.88% 2.81%

U.S. 5-Yr Treasury 1.74% 1.65% 1.76% 1.92% 2.19% 2.84%

U.S. 10-Yr Treasury 3.03% 2.17% 2.28% 2.43% 2.41% 3.01%

Global Aggregate (USD) 2.11% 1.62% 1.77% 1.60% 1.66% 2.19%

Change to Current Period

Aggregate 1.06% 1.29% 0.95% 0.93% 0.83%

U.S. Credit 1.09% 1.26% 0.73% 0.98% 1.08%

U.S. Treasury 1.49% 1.50% 1.20% 1.04% 0.74%

Municipal Bond -0.28% 0.78% 0.76% 0.22% 0.51%

U.S. High Yield 1.58% 0.61% -1.52% 1.10% 1.50%

U.S. 2-Yr Treasury 2.43% 2.15% 1.76% 1.62% 0.93%

U.S. 5-Yr Treasury 1.10% 1.19% 1.08% 0.92% 0.65%

U.S. 10-Yr Treasury -0.02% 0.84% 0.73% 0.58% 0.60%

Global Aggregate 0.08% 0.57% 0.42% 0.59% 0.53%

U.S. Agg. vs. Global Agg. 0.37% 0.63% 0.82% 1.01% 1.05% 1.35%

UST 2yr-10yr Spread (bps) 264.8 150.6 123.2 124.2 52.7 20.0

UST 5yr-10yr Spread (bps) 128.7 51.7 52.0 51.0 22.0 17.0

Note: Bloomberg Barclays Indices
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Bond Price Volatility vs. Coupon Income 

Source: Merrill Lynch Fixed Income Indices 
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Yield & Price Return 

Ç Over the long-term, yield is the largest contributor to fixed income performance. 

Source: Merrill Lynch U.S. Broad Fixed Income Index ς Through 11/30/2018 
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¸ For fixed income securities, the value of bonds held in the portfolio decreases as 
interest rates rise and the value increases as interest rates fall  
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Interest Rate Risk 

Y̧ield levers to pull 

1) Duration 

2) Convexity 

3) Yield Curve 

4) Sector 

5) Security Selection 

6) Quality 

7) Liquidity 

8) Structure 
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The Quest for Yield ς Same Levers for All Managers 
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WHY CONSIDER RISK ASSETS? 
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Time, Diversification, and the Volatility of Returns 

Generally, the diversification benefits of riskier, higher return asset classes accrue over 
time and the investment horizon (along with risk appetite) is critical when considering 
a potential allocation away from high quality fixed income. 



8 

14 

Broad Market Performance Trends ς Latest 10 Years 

PUBLIC ENTITY POOL PEER ANALYSIS 
AS OF 9/30/2017 
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ÇSAA Governmental Risk Pooling Clients 

Ç18 Clients  

Ç25 Portfolios (19 Primary / 6 Reinsurance) 

Ç$3.00B In Assets 

Ç$2.50B Core Fixed Income (81%) 

Ç$0.49B Risk Assets (19%) 
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Peer Analysis Overview 

CORE FIXED INCOME ALLOCATION 

17 
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Fixed Income Portfolio Book Yield & Duration 

Duration (Yrs) Book Yield (%)

Max 7.36 3.59

Min 1.79 2.39

Median 4.04 2.69

Average 4.32 2.77
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Fixed Income Allocation By Sector 

Sorted by largest exposures to corporate and structured securities. 

ST/ MMF (%) UST & US Agency (%) Agency MBS (%) ABS/ CMBS (%)
Corporate & Taxable 

Muni (%)

Max 12.6% 50.0% 67.4% 35.6% 61.0%

Min 0.1% 0.0% 1.4% 3.3% 0.0%

Median 1.2% 14.4% 17.7% 15.2% 43.4%

Average 2.8% 18.8% 20.7% 16.1% 41.6%
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Fixed Income Allocation By Credit Rating 

Sorted by largest exposures to corporate and structured securities. 

AAA-AA (%) A (%) BBB (%)

Max 100.0% 32.5% 29.5%

Min 0.0% 0.0% 0.0%

Median 65.6% 17.8% 14.6%

Average 63.6% 18.3% 15.0%

RISK ASSET ALLOCATION 
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Risk Asset Allocation - % of Total Portfolio 

Risk Assets %

Max 40.1%

Min 0.0%

Median 18.7%

Average 15.6%
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Risk Asset Allocation - % of Surplus / Net Position 

RA % of Surplus

Max 57.7%

Min 0.0%

Median 26.8%

Average 25.4%



13 

24 

Risk Asset Allocation ς Sorted by Largest Risk Asset Allocation 

U.S. Equity % Intl. Equity % HY % Other %

Max 100.0% 27.9% 40.3% 23.6%

Min 44.6% 0.0% 0.0% 0.0%

Median 67.3% 11.1% 16.4% 0.0%

Average 71.6% 11.4% 15.0% 1.6%

INVESTMENT LEVERAGE 
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Investment Leverage 

Higher number indicates that surplus/net position has greater exposure to investment market volatility. 

Inv Assets/ Surplus

Max 402.1%

Min 71.9%

Median 137.2%

Average 160.2%

PERFORMANCE REVIEW 

27 

FIXED INCOME PORTFOLIO 
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Fixed Income Performance ς 1 Year Ending 9/30/2018 

Net of fees 

29 

Fixed Income Performance ς 3 Years Ending 9/30/2018 

Net of fees 
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Fixed Income Investment Management Fees 

Annual Fees (%)

Max 0.29%

Min 0.07%

Median 0.15%

Average 0.16%

PERFORMANCE REVIEW 
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RISK ASSET PORTFOLIO 
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Risk Assets Performance ς 1 Year Ending 9/30/2018 

Net of fees 

33 

Risk Assets Performance ς 3 Years Ending 9/30/2018 

Net of fees 


