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PORTFOLIO STATISTICS:  PORTFOLIO ALLOCATION:  PERFORMANCE: 
 
 Quarter Ending: 12/31/2022 03/31/2023  Sector 12/31/2022 03/31/2023  Tax-equivalent 

Performance Portfolio Target/Benchmark Difference 

Tax-Equivalent Book Yield 3.33% 3.29%  Treasury 100% 99%  YTD Booked 
Income $6,375 $6,263 $112 

Book Value $752,313 $763,174  Agency 0% 0%  QTD Total Return 1.33% 1.17% 0.16% 

Projected Tax-Equivalent 
Annual Income $25,063 $25,102  Credit 0% 0%  YTD Total Return 1.33% 1.17% 0.16% 

Unrealized Gain -$6,877 -$3,243  Exempt Muni 0% 0%      

YTD Realized Gain -$10,263 $0  Taxable Muni 0% 0%      

Portfolio Duration 0.59 0.35  MPT 0% 0%   

Average Credit Quality AAA AAA  CMO 0% 0%  

    ABS 0% 0%  

    CMBS 0% 0%  

    Short-Term 0% 1%  
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Treasury Yields and the Economy
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Market Indicators
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Market Indicators
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 Corporates
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Municipals
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Structured Product
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Security Type Book Value Market Value Gain / (Loss) Tax-
Equivalent 
Book Yield 

Tax-
Equivalent 

Market Yield 

Effective 
Duration 

Convexity Securities at 
Gain 

Securities at 
Loss 

# Amount # Amount 

Fixed Income 
Treasury 753,136 749,893 (3,243) 3.33 4.66 0.35 0.00 0 0 3 (3,243) 
Agency 0 0 0 0.00 0.00 0.00 0.00 0 0 0 0 
Corporate 0 0 0 0.00 0.00 0.00 0.00 0 0 0 0 
Taxable Municipal 0 0 0 0.00 0.00 0.00 0.00 0 0 0 0 
Tax-exempt Municipal 0 0 0 0.00 0.00 0.00 0.00 0 0 0 0 
Mortgage Pass-Through 0 0 0 0.00 0.00 0.00 0.00 0 0 0 0 
CMOs 0 0 0 0.00 0.00 0.00 0.00 0 0 0 0 
ARMs 0 0 0 0.00 0.00 0.00 0.00 0 0 0 0 
Asset Backed 0 0 0 0.00 0.00 0.00 0.00 0 0 0 0 
CMBS 0 0 0 0.00 0.00 0.00 0.00 0 0 0 0 
Other 0 0 0 0.00 0.00 0.00 0.00 0 0 0 0 

Total 753,136 749,893 (3,243) 3.33 4.66 0.35 0.00 0 0 3 (3,243) 
 
Short Term 
Sweep Money Market 10,038 10,038 0 0.00 0.00 0.00 0.00 0 0 0 0 
Commercial Paper 0 0 0 0.00 0.00 0.00 0.00 0 0 0 0 
(Payable)/Receivable 0 0 0 0.00 0.00 0.00 0.00 0 0 0 0 

Total 10,038 10,038 0 0.00 0.00 0.00 0.00 0 0 0 0 
 
Total Fixed Income & Short Term 
Total 763,174 759,931 (3,243) 3.29 4.60 0.35 0.00 0 0 3 (3,243) 
 
Equity 
Common Stock 0 0 0     0 0 0 0 

Total 0 0 0     0 0 0 0 
 
Grand Total 
Total 763,174 759,931 (3,243)     0 0 3 (3,243) 
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Year Book Value Tax Equiv. Book Yield % of Total Book Value 
2023 753,136 3.33 100% 

2024+ 0 0.00 0% 
 Subtotal 753,136 3.33 100% 
(inc. ABS, Agcy, CMBS, Corp, Muni, UST) 

 MBS 0 0.00 0% 
 TOTAL 753,136 3.33 100% 
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Tax-Equivalent Total Return 
as of 03/31/2023 

Inception Date: 08/01/2014 
 
 

 Portfolio Benchmark Difference 
Quarter to Date 1.33% 1.17% 0.16% 
Year to Date 1.33% 1.17% 0.16% 
Since Inception 1.10% 1.11% 0.00% 
 
Benchmark Composition: 
  100.0%  PEJIF Duration Matched Treasury 
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There were no purchases during this period. 
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Public Entity Joint Insurance Fund    |     SLC Management    |    Page 15 of 27 

There were no sales, calls or maturities during this period. 
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CUSIP 
Date 

Acquired 
S&P 

Rating 
Moody's 
Rating Quantity Description Coupon 

Effective 
Maturity Maturity Original Cost Book Value Market Value 

Unrealized 
Gain/(Loss) 

Book 
Yield 

Market 
Yield 

Effective 
Duration 

Avg 
Life Convexity 

Money Market 
711990333 01/02/2023   10,038 TD BK DEP                                0.00   10,038 10,038 10,038 0 0.00 0.00 0.00 0.00  

Total Money Market 10,038     10,038 10,038 10,038 0 0.00 0.00 0.00 0.00  
 
Treasury 
9128284U1 07/07/2022 AA+ Aaa 250,000 US TREASURY N/B                          2.63 06/30/2023 06/30/2023 249,277 249,815 248,763 (1,053) 2.93 4.59 0.24 0.25 0.00 
9128285D8 10/04/2022 AA+ Aaa 240,000 US TREASURY N/B                          2.88 09/30/2023 09/30/2023 237,150 238,549 237,890 (659) 4.12 4.67 0.49 0.50 0.00 
912828Y61 08/02/2022 AA+ Aaa 265,000 US TREASURY N/B                          2.75 07/31/2023 07/31/2023 264,327 264,772 263,240 (1,531) 3.01 4.73 0.33 0.33 0.00 

Total Treasury 755,000     750,754 753,136 749,893 (3,243) 3.33 4.66 0.35 0.36 0.00 
 

Grand Total 765,038     760,792 763,174 759,931 (3,243) 3.29 4.60 0.35 0.35 0.00 
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Security Types 

Adjustable Rate 
Mortgage 
(ARM)   

A mortgage in which the interest rate is changed at regular intervals to reflect fluctuations in market interest rates.  Because the borrower takes some of 
the risk of rising interest rates, the initial rate may be lower than that on a fixed-rate mortgage.  There are often limitations on the interest rate change 
from one period to the next, with a rate cap for the life of the loan. 

Agency A fixed income security issued by a government-sponsored agency, such as Ginnie Mae, Freddie Mac, or the Tennessee Valley Authority.  Depending 
on the issuer, these bonds may or may not be backed by the full faith and credit of the U.S. government. 

Asset-Backed Security                      
(ABS) 

A fixed income security backed by the cash flows from loans or leases.  Auto loans, home equity loans, and credit card receivables are the most 
common assets backing these securities.  Principal and interest payments made by borrowers are redirected to owners of ABS to meet the scheduled 
coupon and principal payments.   

Collateralized Mortgage 
Obligation                                     
(CMO) 

A security similar to a mortgage-pass through.  In a CMO, the principal and interest received from borrowers is split into different classes called 
tranches.  The structure of CMO payment tranches makes the timing of cash flows more certain for owners of some tranches and less certain for 
owners of other tranches.  More uncertain tranches typically provide higher yields.   

Commercial Mortgage-
Backed Security                                            
(CMBS) 

A fixed income security backed by the cash flows from commercial real estate mortgages.   All principal and interest from the mortgages flow to bond 
holders in a defined sequence.  Common types of real estate involved are apartment buildings, office and retail space, hotels, and health care facilities.  

Corporate 
(Corp) 

A fixed income security issued by a private corporation.   

Mortgage Pass-Through                      
(MPT) 

A fixed income security backed by the cash flows from residential mortgages.  Monthly principal and interest payments made by borrowers are 
redirected to owners of MPTs as they are received.  Because borrowers may prepay their mortgages (perhaps due to refinancing or selling the house), 
the timing of cash flows on these securities is uncertain.   

Preferred Stock 
(Preferred) 

Capital stock having priority over a corporation’s common stock in the distribution of dividends. In the event of a liquidation, preferred stock’s claim on 
assets ranks above that of common stock but below that of bank loans or corporate bonds. 

Tax-exempt Municipal 
(ExMuni) 

A fixed income security, issued by a state or municipality, paying interest that is exempt from federal income tax.  Interest may or may not be exempt 
from state and local tax. 

Taxable Municipal 
(TaxMuni) 

A fixed income security, issued by a state or municipality, paying interest that is subject to federal income tax.  Typically issued much less commonly 
than tax-exempt municipals.  

Treasury A marketable fixed income security issued by the U.S. Department of the Treasury and backed by the full faith and credit of the U.S. government.    
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Definitions 

Average Life The dollar-weighted average time to maturity of a stream of principal cash flows.  Also referred to as “weighted average life” or “WAL”.  

Basis Point (bp) 1/100 of 1% (or equivalently .0001).   

Benchmark An index against which performance can be measured. Attributes of a good benchmark include: 
Objective: The index should be identified ahead of the time, it should be easily understood, and the construction rules should be clearly defined. 
Replicable: The manager should be able to replicate the returns passively. 
Relevant: The index should represent the manager’s neutral position.  In other words, without the manager’s input, the index should represent a 
reasonable portfolio the company would purchase. 
Tax Adjusted: The benchmark should adjust for the different tax rates on various security types 

Book Income Dollars of investment income that flow through an insurance company’s income statement.  This is equal to coupon received plus any accretion/ 
(amortization) of book value.  It can also include any realized gains or losses in the portfolio. 

Book Value The value of a security that is reflected on an insurance company’s balance sheet.  For fixed income securities on a statutory and tax basis this is the 
amortized value.  The amortized value periodically writes up any accrual of purchase discount (or writes down amortization of premium) over the life of the 
security.  The amortized value holds the underlying “book yield” constant and therefore does not swing with movements in the market. 

Book Yield The average annual yield which a bond purchased and held to maturity will earn over the period it is owned.  This is generally fixed at the time of 
purchase of the security.  The book yield can be used to calculate the book value of the security at any time between purchase and maturity. 

Cash Flow Interest and principal payments from the securities in a fixed income portfolio.  A bullet (non-callable) bond will typically pay a coupon payment every 6 
months, with a return of principal at maturity.  For mortgage-backed securities and asset-backed securities, cash flows generally arrive monthly from both 
interest and principal.  This principal portion contains both the planned return of principal and prepayment of principal due to reasons such as mortgage 
refinancing. 

Convexity Describes the sensitivity of a bond’s duration to a change in yield.  As yields decrease, duration increases on bonds with positive convexity and decreases 
on bonds with negative convexity.  This causes bonds with negative convexity to underperform when yields increase or decrease by large amounts. 

Credit Risk The risk that the issuer of a fixed income security may default and be unable to make timely interest and principal payments on the security.   

Duration The sensitivity of a bond’s price to a change in yield.  Duration generally increases for bonds with longer maturities, meaning these bonds are more 
sensitive to yield changes.  Bond price and yield move in opposite directions.  Example: A bond with a duration of 5.0 would experience a price decrease 
of 5% for every 1% (100 bps) increase in interest rates. 
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Definitions (cont.) 

DYCARRSM A proprietary model designed specifically for P/C insurance companies to maximize investment income while managing interest rate risk (see definition.)  
The model applies stress tests to projected operational cash flow and finds the likelihood that bonds in the portfolio will need to be liquidated in order to 
meet cash flow needs (such as the payment of losses). This may allow a company to invest in longer duration securities with higher yields.   

FICO Score A generic credit score developed by Fair, Isaac and Company, Inc., designed to predict the likelihood of borrowers becoming delinquent in their credit 
obligations. 

Gross Domestic 
Product  (GDP) 

The total market value of all final goods and services produced in a country in a given year; it is equal to total consumer, investment, and government 
spending, plus exports, minus imports. 

Interest Rate Risk The risk to a bondholder that an increase in interest rates will cause bond prices to fall.  Interest rates and market prices for fixed income securities 
generally move in opposite directions.  Interest rate changes are the largest cause of changes in the market value of a bond portfolio. 

Loan to Value (LTV) A lending risk assessment ratio used in mortgage lending. LTV is calculated by dividing the mortgage amount by the lesser of appraised value or selling 
price.  Residential mortgage loans conforming to agency guidelines have LTV ratios of 80% or lower at origination. Lenders will frequently require lower 
LTV ratios for commercial or investment properties. 

Market Value Estimated value of the bond based on current market price.  This value fluctuates continually with interest rates and perceived risk of the issuer.  Reflects 
the amount that could be received by selling the bond. 

Option Adjusted Spread 
(OAS) 

The portion of a bond’s yield which is attributable to the credit risk of a bond as perceived by the market.  This allows for comparison between bonds with 
or without embedded options such as calls, puts, and prepayment features.  

Realized Gain/(Loss) Difference between market and book value when a bond is sold.  If market is greater than book value the bond was sold at a realized capital gain.  
Realized capital gains/(losses) flow through an insurer’s income statement. 

Tax Equivalent Yield Yield adjusted for taxes, which allows for comparison of taxable bonds to tax-exempt bonds.  Calculated by dividing after-tax yield by 0.65 (1 minus 35%).   

Total Return The return on a security or portfolio that reflects both income and price change.  Assumes that the security or portfolio is priced using fair value at the end 
of the evaluation period. 

Unrealized Gain/(Loss) The difference between market value and book value on a bond.  If market value is greater than book value the bond is at an unrealized gain.  Under 
statutory accounting rules, changes in unrealized gain/(loss) do not affect income.  

Volatility Adjusted 
Duration 

A portfolio duration which has been adjusted for the lower observed price volatility seen in tax-exempt municipal bonds.  Historically municipals appear to 
have about 15% lower price volatility than their stated durations suggest; this measure takes that observance into account.  

Whole Loan An original residential mortgage loan; distinct from a pooled pass-through which contains multiple loans.  Non-agency CMOs use whole loans as 
collateral. They usually include jumbo mortgages and other mortgages which do not conform to the standards required for securitization by the agencies 
(GNMA, FNMA, FHLMC). 

Yield The implied return achievable for purchasing a bond at a given price.   



 

Public Entity Joint Insurance Fund    |     SLC Management    |    Page 21 of 27 

 

 

 

 

 

 

 

 

 

 

Appendix 
Presentation Overview 
 



Overview           

Public Entity Joint Insurance Fund    |     SLC Management    |    Page 22 of 27 

 

• Economic overview and market update 

• Portfolio review 

• Performance 
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Public Entity Joint Insurance Fund 03/31/2022 06/30/2022 09/30/2022 12/31/2022 03/31/2023 

Treasury Yields 
2 yr Treasury Yield 2.32% 2.97% 4.23% 4.40% 4.03% 
5 yr Treasury Yield 2.45% 3.04% 4.05% 3.96% 3.59% 
10 yr Treasury Yield 2.33% 3.01% 3.79% 3.83% 3.48% 
Book Statistics 
Tax-Equivalent Book Yield 0.19% 0.46% 1.25% 3.33% 3.29% 
Book Value ($) 2,865,342 2,867,561 2,869,913 752,313 763,174 
Projected Tax-Equivalent Income, next 12 months ($) 5,351 13,159 35,842 25,063 25,102 
Unrealized Gains/(Losses) ($) (14,658) (19,844) (22,468) (6,877) (3,243) 
YTD Realized Gains/(Losses) ($) 0 0 0 (10,263) 0 
Portfolio Risk Statistics 
Effective Duration 0.50 0.40 0.41 0.59 0.35 
Convexity 0.01 0.00 0.00 0.01 0.00 
Weighted Average Life 0.50 0.40 0.43 0.60 0.35 
Average Rating AAA AAA AAA AAA AAA 
Portfolio Sector Allocation 
Treasury 98% 85% 86% 100% 99% 
Agency 0% 0% 0% 0% 0% 
Corporate 0% 0% 0% 0% 0% 
Taxable Municipal 0% 0% 0% 0% 0% 
Tax-exempt Municipal 0% 0% 0% 0% 0% 
Mortgage Pass-Through 0% 0% 0% 0% 0% 
CMOs 0% 0% 0% 0% 0% 
ARMs 0% 0% 0% 0% 0% 
Asset Backed 0% 0% 0% 0% 0% 
CMBS 0% 0% 0% 0% 0% 
Cash & Cash Equivalents 2% 15% 14% 0% 1% 
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Tax-Equivalent Total Return 
as of 03/31/2023 

Inception Date: 08/01/2014 
 
 

 Portfolio Benchmark Difference 
Quarter to Date 1.33% 1.17% 0.16% 
Year to Date 1.33% 1.17% 0.16% 
Since Inception 1.10% 1.11% 0.00% 
 
Benchmark Composition: 
  100.0%  PEJIF Duration Matched Treasury 
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