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QUARTERLY  MARKET  SUMMARY
For the Quarter Ended March 31, 2020

Multi-Asset Class Management 

QTD YTD 1 Year 3 Years 5 Years 7 Years 10 Years
DOMESTIC EQUITY

S&P 500 -19.60% -19.60% -6.98% 5.10% 6.73% 9.62% 10.53%
Russell 3000 Index -20.90% -20.90% -9.13% 4.00% 5.77% 8.96% 10.15%
Russell 1000 Value Index -26.73% -26.73% -17.17% -2.18% 1.90% 5.56% 7.67%
Russell 1000 Growth Index -14.10% -14.10% 0.91% 11.32% 10.36% 12.93% 12.97%
Russell Midcap Index -27.07% -27.07% -18.31% -0.81% 1.85% 6.35% 8.77%
Russell 2500 Index -29.72% -29.72% -22.47% -3.10% 0.49% 4.91% 7.73%
Russell 2000 Value Index -35.66% -35.66% -29.64% -9.51% -2.42% 1.80% 4.79%
Russell 2000 Index -30.61% -30.61% -23.99% -4.64% -0.25% 4.21% 6.90%
Russell 2000 Growth Index -25.76% -25.76% -18.58% 0.10% 1.70% 6.47% 8.89%

INTERNATIONAL EQUITY
MSCI EAFE (net) -22.83% -22.83% -14.38% -1.82% -0.62% 1.75% 2.72%
MSCI AC World Index (Net) -21.37% -21.37% -11.26% 1.50% 2.85% 5.07% 5.88%
MSCI AC World ex USA (Net) -23.36% -23.36% -15.57% -1.96% -0.64% 1.06% 2.05%
MSCI AC World ex USA Small Cap (Net) -29.01% -29.01% -21.18% -4.89% -0.81% 1.05% 2.79%
MSCI EM (net) -23.60% -23.60% -17.69% -1.62% -0.37% -0.40% 0.69%

ALTERNATIVES
FTSE NAREIT Equity REIT Index -27.30% -27.30% -21.26% -3.14% -0.35% 3.46% 7.40%
FTSE EPRA/NAREIT Developed Index -28.34% -28.34% -23.22% -2.92% -1.15% 1.62% 5.26%
Bloomberg Commodity Index Total Return -23.29% -23.29% -22.31% -8.61% -7.76% -10.04% -6.74%

FIXED INCOME
Blmbg. Barc. U.S. Aggregate 3.15% 3.15% 8.93% 4.82% 3.36% 3.19% 3.88%
Blmbg. Barc. U.S. Gov't/Credit 3.37% 3.37% 9.82% 5.17% 3.54% 3.32% 4.15%
Blmbg. Barc. Intermed. U.S. Government/Credit 2.40% 2.40% 6.88% 3.79% 2.76% 2.46% 3.14%
Blmbg. Barc. U.S. Treasury: 1-3 Year 2.76% 2.76% 5.41% 2.69% 1.84% 1.51% 1.44%
Blmbg. Barc. U.S. Corp: High Yield -12.68% -12.68% -6.94% 0.77% 2.78% 3.33% 5.64%
Credit Suisse Leveraged Loan index -10.23% -10.23% -9.44% -0.72% 1.21% 1.97% 3.26%
ICE BofAML Global High Yield Constrained (USD) -14.10% -14.10% -8.28% 0.32% 2.66% 2.77% 5.10%
Blmbg. Barc. Global Aggregate Ex USD -2.68% -2.68% 0.74% 2.58% 2.04% 0.38% 1.40%
JPM EMBI Global Diversified -13.38% -13.38% -6.84% 0.42% 2.82% 2.89% 4.94%

CASH EQUIVALENT
90 Day U.S. Treasury Bill 0.58% 0.58% 2.25% 1.83% 1.17% 0.85% 0.62%

Market Index Performance
As of March 31, 2020

Source: Investment Metrics. Returns are expressed as percentages. Please refer to the last page of this document for important disclosures relating to this material.
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QUARTERLY  MARKET  SUMMARY
For the Quarter Ended March 31, 2020

Multi-Asset Class Management 

T H E  E C O N O M Y

• On March 13, President Trump declared a national emergency to stave off the 
spread of the novel coronavirus or COVID-19. Since that time, the pandemic has 
led to an unprecedented shutdown of the U.S. economy. The magnitude and 
duration of the economic shock largely depend on the success of containment 
efforts, which have been threatened by a potential second wave of infections. 
Initial gross domestic product (GDP) forecasts for the first quarter of 2020 show 
annualized growth of -2.5%, down over 4.5% from the fourth quarter of 2019. 
A sharp contraction is expected in the second quarter of the year followed by a 
protracted recovery in the third and fourth quarters of 2020.

• A near decade long hiring streak came to an end in March. The U.S. economy 
shed 701,000 jobs in March, the largest monthly decline in payrolls since March 
2009. From March 14 to April 10, 22 million Americans filed for unemployment 
benefits. The March unemployment rate rose from 3.5% to 4.4%. Forecasts by IHS 
Markit predict 14 million more jobs will be lost in the remainder of 2020, with an 
unemployment rate topping off near 10%.

• The longest bull market in history also ended in March, as equity prices and bond 
yields plummeted. The S&P 500 Index (S&P) fell about 32% from peak-to-trough, 
as investors sought lower-risk assets. Yields across the U.S. Treasury yield curve 
each fell over 100 basis points (bps), reflecting the rise in prices in response to 
higher demand.

• An oil price war between Saudi Arabia and Russia broke out in March after Saudi 
Arabia announced unexpected price discounts to buyers in Europe, Asia and the 
U.S. Oil prices slid to an 18-year low as a combined result of the price war and the 
plummeting demand due to the COVID-19 pandemic. The energy sector suffered 
steep declines at the prospect of demand falling by an estimated average of 9.3 
million barrels per day in 2020 versus 2019 according to the International Energy 
Agency.

• Globally, central banks and governments have responded with unprecedented 
monetary and fiscal policy support. Government-backed loans should help most 
businesses, but grants or bailouts are inevitable for the hardest-hit companies. 
Asset purchase programs have also been restarted or grown, while interest rates 
have been cut dramatically. 

U.S. Real GDP Growth
Seasonally Adjusted (SA)

Source: Bloomberg. Blue bars indicate actual numbers; taupe bars indicate forecasted 
estimates. 

Change in Non-Farm Payrolls

Source: Bloomberg.
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W H A T  W E ’ R E  W A T C H I N G

• Investors are anxious to see if the Federal Reserve’s (Fed) significant and 
unparalleled monetary policy intervention will be successful not only in supporting 
millions of Americans through a recession, but also in laying a foundation for a 
robust recovery. In just a month, the Fed dropped its benchmark interest rate to 
near 0% from near 1.5%, and established several liquidity programs to reduce 
strains on local governments and businesses. Additionally, the Fed announced 
it would begin buying corporate bonds for the first time in its history. Credit 
spreads, which were the widest they had been since the financial crisis, narrowed 
substantially. The Fed has repeatedly said it is committed to using its full range of 
tools to fulfill its dual mandate of price stability and maximum employment.

• In late March, Congress and President Trump converged on a $2 trillion fiscal 
stimulus package to offer support to millions of Americans affected by COVID-19. 
The legislation represents the largest emergency aid package in U.S. history, worth 
about 10% of U.S. GDP. Two other stimulus packages were signed earlier in March, 
including nearly $115 billion for research, response efforts and employment benefits 
related to COVID-19. If the package is enough to support individuals, companies 
and even local governments over the length of the lockdown depends on the 
duration of the pandemic and the efficacy of containment measures.

• In April, Investors will gain insight into how the largest companies are holding up 
as earnings season kicks off. Nearly 300 companies have withdrawn their earnings 
forecasts due to the uncertainty caused by COVID-19. FactSet projected a 9% 
year-over-year decline in corporate earnings for the year, compared to a 9.2%  
year-over-year growth anticipated at the end of 2019.

• The novel coronavirus now spans the entire globe and is still spreading. As the 
total number of new COVID-19 cases rises in the U.S., countries that were initially 
affected by the pandemic are reporting slowdowns in the rate of new cases and 
deaths. In early April, China lifted its lockdown in Wuhan, the epicenter of the 
pandemic, and Italy reported its fewest number of deaths in a day since mid-March. 
However, reports of people contracting COIVD-19 a second time, after having 
recovered from the infection previously, are threatening to create more uncertainty 
about when the economy will reopen. We will likely remain somewhat defensive 
until we see a reduction in the growth of new novel coronavirus cases in the U.S. 
and abroad, and as policy actions take hold in the form of businesses reopening 
and employees returning to work.

Federal Funds Target Rate

Source: Bloomberg.

ISM Manufacturing & Services PMI

Source: Bloomberg.
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D O M E S T I C  E Q U I T Y

• The S&P posted a return of -19.6% for the quarter, hurt by the continued 
concerns surrounding the COVID-19 pandemic. February 19 marked the end of 
the last bull market with markets entering bear market territory throughout 
March. The equity markets bottomed on March 23, rallying in response to the 
largest iscal stimulus in U.S. history.

• Within the S&P, IT (-11.9%), Healthcare (-12.7%) and Consumer Staples
(-12.7%) held up the best. Energy was the worst-performing sector for the 
quarter, returning -50.5%. Energy was impacted by the drastic fall in oil prices 
amid an increase in supply driven by a price war between Saudi Arabia (and 
Organization of the Petroleum Exporting Countries or OPEC) and Russia, at a 
time of falling demand.

• Value stocks, as represented by the Russell 1000 Value Index, returned -26.7%
and underperformed growth stocks, as represented by the Russell 1000 Growth 
Index, which returned -14.1%. Growth stocks also led the way in mid- and 
small-caps. This divergence between value and growth performance was a 
continuation of the trend observed last year.

• Small-caps, as represented by the Russell 2000 Index, returned -30.6% during 
the quarter and lagged mid- and large-caps. The underperformance was wider 
when compared to large-caps, as represented by the Russell 1000 Index
(returned -20.2%). It was driven by lack of liquidity, concerns on access to 
capital and earnings uncertainty stemming from business disruption.

• For the quarter, volatility as measured by the VIX, reached an all-time high
(82.69) due to uncertainty surrounding the length of the pandemic induced 
economic slowdown. 

Source: Bloomberg.

S&P 500 Index Performance by Sector
Periods Ended March 31, 2020

Source: Bloomberg.
*P/E ratios are calculated based on one-year forward estimates and adjusted to include only
positive earnings results for consistency.

P/E Ratios of Major Stock Indices*
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N O N - U . S .  E Q U I T Y

• Markets outside of the United States, as measured by the MSCI ACWI ex-U.S. 
Index, slightly lagged their domestic equity counterparts, returning -23.4% for 
the first quarter. All 11 sectors had negative returns during the quarter with 
Healthcare performing the best, returning -9.2%. The worst performer in the 
index was Energy, which returned -38.4%, impacted by the continued oil price 
war. 

• The rise of COVID-19 cases among European countries led to widespread 
lockdowns with expectations of a sharp economic slowdown in the first half of 
the year. Global GDP growth in the first and second quarters is expected to be 
worse than what was realized during the Great Financial Crisis. 

• Emerging markets (EM), as represented by MSCI Emerging Market Index, 
trailed Developed ex-U.S. Markets, represented by the MSCI EAFE Index, 
returning -23.6% versus -22.8% for the quarter. Japan was a strong performer, 
with the MSCI Japan Index returning -16.8% for the quarter. EM Asia, as 
well as EMEA were the worst performers for the quarter, returing -45.6% and 
-33.9%, respectively.

• Value underperformed growth for the quarter in both Developed Markets (MSCI 
EAFE Growth -17.5% versus MSCI EAFE Value -28.2%) as well as broad 
International Markets (MSCI AC World ex-USA Growth -18.3% versus MSCI 
AC World ex-USA Value -28.6%). 

• China held up during the quarter, returning 10.2% as represented by MSCI 
China Index. The country began to reopen stores and factories at the end of 
March, signaling the beginning of the recovery after the widespread shutdown 
resulting from the coronavirus outbreak.

Source: Bloomberg. 

MSCI ACWI ex-U.S. Sectors
Periods Ended March 31, 2020

Source: Bloomberg. 
*P/E ratios are calculated based on one-year forward estimates and adjusted to include only 
positive earnings results for consistency.
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F I X E D  I N C O M E

• The U.S. bond market, represented by the Bloomberg Barclays U.S. 
Aggregate (Aggregate) Index, returned 3.1% in a highly volatile market.

• Rates declined sharply as the Federal Open Market Committee made two 
emergency cuts to the Fed Funds rate during the quarter, with the long end 
of the curve falling on the loss of economic activity. After hitting record lows 
in early March, the 10-year and 30-year treasury rates closed the quarter at 
0.7% and 1.35%, respectively. The sizable drop in rates was the main driver of 
positive Aggregate performance.

• Investment-grade (IG) corporate spreads declined during the quarter. The 
Bloomberg Barclays U.S. Corporate Index fell 3.6% in a volatile market that 
sold down double digits before the Fed announced support for IG corporate 
credit. However, high yield bonds, as represented by the Bloomberg Barclays 
U.S. Corporate High Yield (HY) Index, remained sharply down for the quarter 
at -12.7%. CCC-rated debt finished the quarter down 20.6%.

• The fixed-rate mortgage market, as measured by the Bloomberg Barclays 
U.S. Mortgage-Backed Securities (MBS) Index, gained 2.8%. Similar to 
IG corporate, this asset class faced a downturn before Fed intervention. 
Meanwhile, the Bloomberg Barclays U.S. Agency CMBS Index (measuring 
commercial MBS) gained 4.1%, but much of the market damage was in 
mezzanine tranches not captured in the index. For example, the BBB-rated 
tranche of non-agency CMBS fell 19.3% in the quarter.

• EM USD sovereign bonds, as represented by the JP Morgan EMBI Global 
Diversified Index, fell 13.4% on virus-led fears of global growth slowing 
coupled with OPEC and Russia cutting oil output targets.

Source: Bloomberg. “Blmbg BC” is Bloomberg Barclays.

Returns for Fixed-Income Segments
Periods Ended March 31, 2020

Source: Bloomberg.
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A L T E R N A T I V E S

• Real estate investment trusts (REIT), as measured by the FTSE NAREIT Equity 
REITs Index, returned -27.3% in the first quarter, more than offsetting 2019’s 
gains of 26.0%. Most REIT sector returns were negative in the first quarter, with 
eight of nine sectors posting losses. Data Centers were the exception, posting 
a positive return of 8.8%. The largest sector drawdowns were experienced 
by Lodging/Resorts, Retail, and Diversified, which posted returns of -51.3%, 
-48.7%, and -39.1%, respectively. 

• Private real estate, as measured by the NCREIF Property Index, and assessed 
on a one-quarter lag, generated a total return of 1.6% in the fourth quarter, 
resulting in a 2019 full year return of 6.4%. Industrial properties continue to be 
the top-performing sector with a return of 3.2% for the fourth quarter, in line with 
the sectors 3.2% return in the third quarter. Retail properties returns continue to 
lag with a total return of 0.1%, comprised of an income return of 1.2% and an 
appreciation return of -1.1%. 

• Hedge fund, represented by the HFRI Fund Weighted Composite Index, 
returned -8.3% over the first quarter. During the same period, the HFRI Macro 
returned 1.2%. The HFRI Equity Hedge (Total) Index and the HFRI Fund of 
Funds Index returned -13.0% and -6.0%, respectively.

• In the third quarter of 2019, private capital fundraising was led by private equity 
funds, which closed on $163 billion, followed by $37 billion raised by private real 
estate funds, $22 billion raised by private debt funds and $8 billion raised by 
infrastructure funds. Private equity dry powder, which accounts for the bulk of 
private capital dry powder, reached $1.43 trillion as of year-end 2019. According 
to Cambridge Associates, U.S. private equity generated a return of 11.5% for 
the five years ending in the third quarter of 2019. According to Cliffwater Direct 
Lending Index, U.S. middle-market loans, a proxy for private debt, generated a 
return of 8.5% for the five years ending in the fourth quarter of 2019.

• Commodity futures, represented by the Bloomberg Commodity Total Return 
Index, returned -23.3% in the first quarter. The U.S. Dollar Index (DXY) gained 
2.8% in the first quarter. Gold spot price ended the quarter at $1,577.18 per 
ounce, representing a 3.9% gain over the period. West Texas Intermediate 
(WTI) crude oil spot price fell 66.5% from $61.06 to $20.48 during the first 
quarter. The sharp decline in the crude oil price was a result of reduced demand 
due to the COVID-19 pandemic, as well as the expectations of a supply glut.

Source: Bloomberg.

FTSE NAREIT Sectors
Periods Ended March 31, 2020

Sources: Bloomberg and Hedge Fund Research, Inc. 

Returns for Alternative Assets
Periods Ended March 31, 2020
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Asset Class Our Investment Outlook Comments

U . S .  E Q U I T I E S • We believe that the U.S. economy has already entered a recession in 
light of the fall in manufacturing activity, services demand and rising 
unemployment. We are closely monitoring the containment measures 
to assess the depth and duration of the recession. Our cautious view 
has led us to be underweight equities.

• Suspension of earnings guidance and dividends by several firms has 
led to greater uncertainty on earnings and profit margins. 

• Mid-caps and small-caps are expected to be more vulnerable to cash 
flow disruptions.

Large-Caps

Mid-Caps

Small-Caps

N O N - U . S .  E Q U I T I E S • International equities continue to trade at a discount to U.S. equites, 
but a sharp recession followed by a gradual, protracted recovery 
makes us cautious.   

• COVID-19 pandemic is expected to hurt EM economies at varying 
levels, with the most vulnerable being those with stressed healthcare 
infrastructure.

• International small-caps are expected to be impacted more by the 
slowdown as smaller companies are typically more vulnerable to cash 
flow disruption.

Developed Markets

Emerging Markets

International Small-Caps

F I X E D  I N C O M E • Global central banks have reacted swiftly to the threat of the pandemic-
induced slowdown by embarking on coordinated accommodative 
policies. In the current period of uncertainty, our allocation to fixed 
income is driven by our defensive stance. 

• We have seen dislocations in the credit market in the month of March 
when spreads widened sharply. We are positive on the investment 
grade corporate bond market due to support from the Fed’s bond-
buying program. High yield may be more impacted if we see an 
increase in downgrades and defaults.

Long Duration, Interest-
Rate-Sensitive Sectors

Credit-Sensitive Sectors

AL T E R N AT I VE S
• While valuations look attractive, the disruption to rental income due to 

the broad shutdown, along with possibility of defaults in the future, 
makes us cautious. 

• Tighter credit market conditions and prolonged business disruptions 
could hurt access to capital, thereby impacting valuations, especially in 
the case of a prolonged slowdown. 

• Private debt strategies are expected to be impacted by cash flow 
uncertainty as businesses adjust to lack of demand in the short-term. 

• Select hedge fund strategies managed by talented managers may 
provide some benefit in the current market environment of increased 
volatility.  We remain cautious on the overall hedge fund universe.

Real Estate

Private Equity

Private Debt

Hedge Funds

Current outlook Outlook one quarter ago Negative Slightly 
Negative

Neutral Slightly
Positive

Positive

Investment Strategy Overview
For the Second Quarter 2020
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Monetary Policy:

• Fed has taken an accommodative stance 
along with quantitative easing and other 
measures to offer liquidity and stability.

• Globally, all major central banks remain 
accommodative.

Economic Growth:

• In the U.S., economic activity has been 
severely impacted by a pandemic induced 
shutdown, leading to the expectation of a 
sharp recession with a gradual recovery.

• Global growth expectations are sharply lower 
due to the unprecedented lockdowns leading 
to demand as well as supply shocks. 

Fiscal Stimulus: 

• Fiscal stimulus, especially with the passage 
of the CARES Act offers a backstop to the 
impact from rising unemployment to the 
consumer and demand shock for 
businesses. 

• Additional stimulus is expected if economic 
growth expectations continue to deteriorate.

COVID-19 Containment:

• The containment within the U.S. and globally 
will define how quickly social distancing 
measures will be lifted. Concerns around the 
rise of a second wave of infections remain a 
focal point for economic recovery in the fall. 

Consumer Confidence (U.S): 

• Labor market conditions are further expected to 
deteriorate, impacting consumer confidence. 

• After the fading of fiscal stimulus support, the 
ability of the economy to absorb the 
unemployed will impact consumer confidence 
over the next 6-12 months. 

Inflation (U.S.):

• Range-bound inflation remains, but concerns 
are rising that inflation could increase as latent 
demand hits the economy post the relaxation 
of social distancing efforts. 

Corporate Fundamentals:

• Profit margins are expected to contract globally 
as a result of both demand and supply shocks. 
Uncertainty around earnings remains.

• Credit markets have stabilized recently but 
could see further volatility as economic 
conditions deteriorate. 

Valuations:  

• Equity market valuations look attractive but 
uncertainty related to earnings makes us 
cautious. 

• Fed’s actions that provide support to certain 
spread sectors is a tailwind to fixed income 
assets.

Political Risks:

• Upcoming U.S. elections could cause policy 
uncertainty.

• Trade tensions have been temporarily 
resolved while OPEC+’s decision on oil 
production continues to add uncertainty.

Stance 
Unfavorable to 
Risk Assets 

Favorable 
to Risk 
Assets 

The view expressed within this material constitute the perspective and judgment of PFM Asset Management LLC at the time of distribution (3/31/2020) and 
are subject to change.

Factors to Consider Over the Next 6-12 Months
For the Second Quarter 2020
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Plan Performance Summary



Allocation

Market
Value

($)
%

Performance(%)

1
Quarter

Year
To

Date

1
Year

3
Years

5
Years

Since
Inception

Inception
Date

Total Fund 10,322,088 100.00 -10.53 -10.53 -2.10 3.58 N/A 4.67 12/01/2015

Blended Benchmark -9.79 -9.79 -1.13 3.74 N/A 4.63 12/01/2015

Domestic Equity 3,019,818 29.26 -18.26 -18.26 -6.84 4.63 N/A 6.84 12/01/2015

Russell 3000 Index -20.90 -20.90 -9.13 4.00 5.77 6.50 12/01/2015

Vanguard Total Stock Market Index 2,214,582 21.45 -20.87 -20.87 -9.24 3.98 5.73 6.48 12/01/2015

Russell 3000 Index -20.90 -20.90 -9.13 4.00 5.77 6.50 12/01/2015

Vanguard Total Stock Market ETF 502,362 4.87 -20.89 -20.89 -9.26 3.99 5.74 N/A 04/01/2020

Russell 3000 Index -20.90 -20.90 -9.13 4.00 5.77 N/A 04/01/2020

Jensen Quality Growth Fund 302,874 2.93 -17.22 -17.22 -6.46 8.40 8.79 -6.46 04/01/2019

S&P 500 -19.60 -19.60 -6.98 5.10 6.73 -6.98 04/01/2019

International Equity 1,542,530 14.94 -19.34 -19.34 -12.04 0.31 N/A 1.94 12/01/2015

MSCI AC World ex USA (Net) -23.36 -23.36 -15.57 -1.96 -0.64 0.96 12/01/2015

Vanguard Total International Stock Index Fund 673,802 6.53 -24.30 -24.30 -16.57 -2.55 -0.68 -0.45 10/01/2016

MSCI AC World ex USA (Net) -23.36 -23.36 -15.57 -1.96 -0.64 0.10 10/01/2016

Vanguard Total International Stock ETF 173,379 1.68 -24.30 -24.30 -16.52 -2.52 -0.66 N/A 04/01/2020

MSCI AC World ex USA (Net) -23.36 -23.36 -15.57 -1.96 -0.64 N/A 04/01/2020

J. O. Hambro International Select 573,685 5.56 -15.45 -15.45 -10.39 1.70 0.71 4.25 01/01/2016

MSCI AC World ex USA (Net) -23.36 -23.36 -15.57 -1.96 -0.64 1.43 01/01/2016

Hartford Schroders Emerging Markets Equity 121,664 1.18 -23.18 -23.18 -15.00 -0.13 1.04 -11.70 03/01/2018

MSCI EM (net) -23.60 -23.60 -17.69 -1.62 -0.37 -13.01 03/01/2018

Asset Allocation & Performance

City of Colorado Springs Cemetery Endowment Fund As of March 31, 2020

Returns are net of mutual fund fees.
Returns are expressed as percentages.
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Asset Allocation & Performance

City of Colorado Springs Cemetery Endowment Fund As of March 31, 2020

Allocation

Market
Value

($)
%

Performance(%)

1
Quarter

Year
To

Date

1
Year

3
Years

5
Years

Since
Inception

Inception
Date

Other Growth Assets 357,291 3.46 0.49 0.49 7.41 7.70 N/A 5.81 04/01/2016

Boyd Watterson GSA Fund 357,291 3.46 0.49 0.49 7.41 7.37 N/A 7.59 12/01/2016

NCREIF Property Income 1.10 1.10 4.51 4.57 4.68 4.59 12/01/2016

Fixed Income 5,374,404 52.07 -2.49 -2.49 3.27 3.23 N/A 3.34 12/01/2015

Blmbg. Barc. U.S. Aggregate 3.15 3.15 8.93 4.82 3.36 4.06 12/01/2015

Baird Core Plus 1,550,957 15.03 0.04 0.04 6.23 4.26 3.39 4.16 12/01/2015

Blmbg. Barc. U.S. Aggregate 3.15 3.15 8.93 4.82 3.36 4.06 12/01/2015

DoubleLine Core Fixed Income 1,153,878 11.18 -3.29 -3.29 1.42 2.54 2.35 1.72 09/01/2017

PGIM Total Return Bond Fund 1,781,920 17.26 -1.63 -1.63 4.53 3.74 3.04 3.03 09/01/2017

Blmbg. Barc. U.S. Aggregate 3.15 3.15 8.93 4.82 3.36 4.50 09/01/2017

Voya Intermediate Bond 561,314 5.44 -1.63 -1.63 4.53 3.74 3.04 -1.63 01/01/2020

Blmbg. Barc. U.S. Aggregate 3.15 3.15 8.93 4.82 3.36 3.15 01/01/2020

iShares Intermediate-Term Corporate Bond ETF 326,335 3.16 -4.74 -4.74 3.36 3.53 2.79 -3.50 10/01/2019

ICE BofAML U.S. Corporate 5-10 Year Index -4.72 -4.72 3.37 3.72 3.32 -3.49 10/01/2019

Cash Equivalents 28,044 0.27 0.26 0.26 1.56 1.31 N/A 0.92 12/01/2015

First American Government Obligation 28,044 0.27 0.25 0.25 1.55 1.30 0.79 0.91 12/01/2015

Returns are net of mutual fund fees.
Returns are expressed as percentages.
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2019 2018 2017 2016 2015

Total Fund 18.28 -4.03 13.60 6.67 N/A

Blended Benchmark 18.17 -3.97 12.99 6.43 N/A

Domestic Equity 29.77 -5.57 20.78 12.15 N/A

Vanguard Total Stock Market Index 30.80 -5.17 21.17 12.66 0.39

Vanguard Total Stock Market ETF 30.80 -5.13 21.16 12.68 0.40

Russell 3000 Index 31.02 -5.24 21.13 12.74 0.48

Jensen Quality Growth Fund 29.34 2.44 23.56 12.29 1.80

S&P 500 31.49 -4.38 21.83 11.96 1.38

International Equity 21.14 -12.47 27.61 0.91 N/A

Vanguard Total International Stock Index Fund 21.51 -14.43 27.55 4.67 -4.26

Vanguard Total International Stock ETF 21.58 -14.42 27.52 4.72 -4.28

J. O. Hambro International Select 19.04 -8.27 22.89 5.20 -4.05

MSCI AC World ex USA (Net) 21.51 -14.20 27.19 4.50 -5.66

Hartford Schroders Emerging Markets Equity 22.36 -15.45 41.09 10.64 -12.63

MSCI EM (net) 18.44 -14.58 37.28 11.19 -14.92

Other Growth Assets 8.14 8.22 9.05 N/A N/A

Boyd Watterson GSA Fund 8.16 8.22 7.48 N/A N/A

NCREIF Property Income 4.52 4.56 4.68 4.76 5.01

Fixed Income 9.99 -0.63 4.53 3.99 N/A

Baird Core Plus 10.11 -0.51 4.65 4.73 0.14

DoubleLine Core Fixed Income 7.99 -0.02 4.66 4.11 0.63

PGIM Total Return Bond Fund 10.02 -0.27 4.83 4.03 0.72

Voya Intermediate Bond 10.02 -0.27 4.83 4.03 0.72

Blmbg. Barc. U.S. Aggregate 8.72 0.01 3.54 2.65 0.55

iShares Intermediate-Term Corporate Bond ETF 14.37 -0.52 3.50 3.37 0.68

ICE BofAML U.S. Corporate 5-10 Year Index 14.31 -1.67 5.90 5.79 0.78

Cash Equivalents 1.80 1.43 0.48 0.01 N/A

First American Government Obligation 1.80 1.43 0.48 0.01 0.01

Comparative Performance

City of Colorado Springs Cemetery Endowment Fund As of March 31, 2020

Returns are net of mutual fund fees.
Returns are expressed as percentages.
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QTR

Market Value
As of

01/01/2020
Net Flows

Return On
Investment

Market Value
As of

03/31/2020

Total Fund 11,541,620 (4,636) (1,214,896) 10,322,088

YTD

Market Value
As of

01/01/2020
Net Flows

Return On
Investment

Market Value
As of

03/31/2020

Total Fund 11,541,620 (4,636) (1,214,896) 10,322,088

1 Year

Market Value
As of

04/01/2019
Net Flows

Return On
Investment

Market Value
As of

03/31/2020

Total Fund 10,816,145 (286,413) (207,644) 10,322,088

Financial Reconciliation

City of Colorado Springs Cemetery Endowment Fund As of March 31, 2020
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Asset
Allocation

(%)

Target
Allocation

(%)

Minimum
Allocation

(%)

Maximum
Allocation

(%)

Differences
(%)

Total Fund 100.0 100.0 N/A N/A 0.0

Domestic Equity 29.3 33.0 10.0 60.0 -3.7

International Equity 14.9 17.0 0.0 40.0 -2.1

Other Growth Assets 3.5 0.0 0.0 20.0 3.5

Fixed Income 52.1 50.0 20.0 80.0 2.1

Real Return Assets 0.0 0.0 0.0 20.0 0.0

Cash Equivalents 0.3 0.0 0.0 20.0 0.3

Target Allocation Actual Allocation Allocation Differences

0.0% 15.0% 30.0% 45.0% 60.0% 75.0%-15.0 %-30.0 %

Cash Equivalents
$28,044

Real Return Assets

$0

Fixed Income
$5,374,404

Other Growth Assets

$357,291

International Equity
$1,542,530

Domestic Equity
$3,019,818

0.0%

0.0%

50.0%

0.0%

17.0%

33.0%

0.3%

0.0%

52.1%

3.5%

14.9%

29.3%

0.3%

0.0%

2.1%

3.5%

-2.1 %

-3.7 %

Asset Allocation Compliance - Total Fund

City of Colorado Springs Cemetery Endowment Fund As of March 31, 2020
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Allocation Mandate Weight (%)

Dec-2015

Russell 3000 Index 33.0

MSCI AC World ex USA (Net) 17.0

Blmbg. Barc. U.S. Aggregate 50.0

Historical Hybrid Composition - Blended Benchmark

City of Colorado Springs Cemetery Endowment Fund As of March 31, 2020

2.6



Investment Manager Review



Investment Manager Overview – Domestic Equity 
 

As of March 31, 2020 
 

 

 

 Vanguard Total Stock Market Index  

• Management:  Gerard C. O’Reilly has managed the Fund since its inception in 1994. Walter Nejman has been co-portfolio manager for the 
fund since 2016. They have been in the investment management industry since 1992 and 2008, respectively.   

• Objective: The Fund seeks to track the performance of a benchmark index that measures the investment return of the overall stock market.  
• Strategy:  The Fund employs a “passive management” – or indexing – investment approach designed to track the performance and 

characteristics of the CRSP US Total Market Index. These key characteristics include industry weightings and market capitalization, as well 
as certain financial measures, such as price/earnings ratio and dividend yield.  
  

 Jensen Quality Growth Fund   

• Management: The fund is managed by an investment committee comprised of Eric Shoenstein, Rob McIver, Allen Bond, Kurt Havnaer, 
Kevin Walkush, and Adam Calamar. All members of the investment committee have been working together for over 10 years.   

• Objective: The Fund seeks outperformance relative to the S&P 500 through a concentrated, fundamental, bottom-up portfolio.    
• Strategy:  The team invests in companies that have strong competitive advantages, high quality balance sheets, and are trading at a 

discount to the team’s assessment of fair value. The key characteristic within the strategy is the initial screen. The team screens for 
companies that are able to generate ROE of greater than 15% for each of the last 10 years.   
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Portfolio Characteristics

Portfolio Benchmark

Wtd. Avg. Mkt. Cap ($M) 236,998 241,045

Median Mkt. Cap ($M) 745 1,148

Price/Earnings ratio 17.01 16.99

Price/Book ratio 3.54 3.53

5 Yr. EPS Growth Rate (%) 16.83 16.84

Current Yield (%) 2.31 2.31

Number of Stocks 3,505 2,976

Sector Weights (%)

Vanguard Total Stock Market Index Russell 3000 Index

0.0 5.0 10.0 15.0 20.0 25.0 30.0

Cash

Utilities

Real Estate

Materials

Information Technology

Industrials

Health Care

Financials

Energy

Consumer Staples

Consumer Discretionary

Communication Services

0.9

3.5

3.8

2.6

24.2

9.1

15.4

11.3

2.4

7.1

9.9

9.8

0.0

3.5

3.9

2.6

24.5

9.0

15.6

11.4

2.5

7.1

10.0

9.8

Top Ten Holdings

Portfolio
Weight

(%)

Benchmark
Weight

(%)

Active
Weight

(%)

Quarterly
Return

(%)

Microsoft Corp 4.77 4.79 -0.02 0.28

Apple Inc 4.03 4.21 -0.18 -13.19

Amazon.com Inc 3.26 3.28 -0.02 5.51

Facebook Inc 1.59 1.60 -0.01 -18.73

Alphabet Inc 1.38 1.40 -0.02 -13.25

Berkshire Hathaway Inc 1.38 1.44 -0.06 -19.28

Johnson & Johnson 1.37 1.40 -0.03 -9.52

Alphabet Inc 1.35 1.40 -0.05 -13.03

Visa Inc 1.09 1.11 -0.02 -14.13

Procter & Gamble Co (The) 1.09 1.08 0.01 -11.40

% of Portfolio 21.31 21.71 -0.40

Ten Best Performers

Portfolio
Weight

(%)

Benchmark
Weight

(%)

Active
Weight

(%)

Quarterly
Return

(%)

Co-Diagnostic Inc 0.00 0.00 0.00 751.20

Waitr Holdings Inc 0.00 0.00 0.00 281.99

Alpha Pro Tech Ltd. 0.00 0.00 0.00 252.19

Novavax Inc 0.00 0.00 0.00 241.21

Vir Biotechnology Inc 0.00 0.00 0.00 172.52

Athersys Inc 0.00 0.00 0.00 143.90

Forty Seven Inc 0.01 0.01 0.00 142.37

Kala Pharmaceuticals Inc 0.00 0.00 0.00 138.21

Biomerica Inc 0.00 0.00 0.00 136.44

Aduro BioTech Inc 0.00 0.00 0.00 132.20

% of Portfolio 0.01 0.01 0.00

Vanguard Total Stock Market Index vs. Russell 3000 Index

Portfolio Characteristics As of March 31, 2020
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Portfolio Characteristics

Portfolio Benchmark

Wtd. Avg. Mkt. Cap ($M) 275,165 280,430

Median Mkt. Cap ($M) 72,059 17,970

Price/Earnings ratio 20.71 17.40

Price/Book ratio 5.34 3.67

5 Yr. EPS Growth Rate (%) 8.92 17.03

Current Yield (%) 2.35 2.37

Number of Stocks 31 505

Sector Weights (%)

Jensen Quality Growth S&P 500

0.0 8.0 16.0 24.0 32.0 40.0

Cash

Utilities

Real Estate

Materials

Information Technology

Industrials

Health Care

Financials

Energy

Consumer Staples

Consumer Discretionary

Communication Services

0.0

0.0

0.0

0.4

32.1

14.9

25.2

0.0

0.0

11.4

8.2

7.9

0.0

3.6

3.0

2.4

25.5

8.2

15.4

10.9

2.6

7.8

9.8

10.7

Top Ten Holdings

Portfolio
Weight

(%)

Benchmark
Weight

(%)

Active
Weight

(%)

Quarterly
Return

(%)

Microsoft Corp 7.36 5.62 1.74 0.28

PepsiCo Inc 7.21 0.78 6.43 -11.52

Becton Dickinson and Co 7.04 0.29 6.75 -15.23

Johnson & Johnson 6.65 1.61 5.04 -9.52

Alphabet Inc 5.72 1.63 4.09 -13.25

3M Co 5.31 0.37 4.94 -21.91

Raytheon Technologies Corp 4.39 0.36 4.03 -36.71

Unitedhealth Group Inc 4.39 1.10 3.29 -14.83

Accenture PLC 4.32 0.48 3.84 -22.17

Apple Inc 4.28 4.96 -0.68 -13.19

% of Portfolio 56.67 17.20 39.47

Ten Best Performers

Portfolio
Weight

(%)

Benchmark
Weight

(%)

Active
Weight

(%)

Quarterly
Return

(%)

Microsoft Corp 7.36 5.62 1.74 0.28

General Mills Inc. 3.48 0.15 3.33 -0.55

Oracle Corp 1.72 0.49 1.23 -8.37

Johnson & Johnson 6.65 1.61 5.04 -9.52

Procter & Gamble Co (The) 0.69 1.28 -0.59 -11.40

PepsiCo Inc 7.21 0.78 6.43 -11.52

Intuit Inc. 2.87 0.28 2.59 -12.02

Apple Inc 4.28 4.96 -0.68 -13.19

Alphabet Inc 5.72 1.63 4.09 -13.25

Equifax Inc. 0.34 0.07 0.27 -14.53

% of Portfolio 40.32 16.87 23.45

Jensen Quality Growth vs. S&P 500

Portfolio Characteristics As of March 31, 2020
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Investment Manager Overview – International Equity As of March 31, 2020 
 

 

 
 
 Vanguard Total International Stock Index 

• Management: The Fund is co-managed by Michael Perre and Christine Franquin. Mr. Perre has advised the Fund since 2008 and Ms. Franquin has 
advised the fund since 2017. They have been in the investment industry since 1990 and 2000, respectively. 

• Objective: The Fund seeks to track the performance of a benchmark index that measures the investment return of stocks across all market 
capitalizations issued by companies domiciled in both emerging markets and developed markets outside the United States. 

• Strategy: The Fund employs a “passive management” – or indexing – investment approach that seeks to track the investment performance of the 
FTSE Global All Cap ex U.S. Index, an unmanaged benchmark representing stocks from global developed and emerging markets, excluding the 
United States, across the market capitalization spectrum. 

 

 J O Hambro International Select 

• Management: The fund is co-managed by Christopher Lees and Nudgem Richyal. Both the senior fund managers joined the firm in 2008, having 
previously worked together at Baring Asset Management. 

• Objective: The fund managers aim to exploit market anomalies via an investment process that combines both top-down and bottom-up research. 

• Strategy: The fund managers target multiple sources of performance, looking for stocks, sectors, and countries with rising earnings estimates, rising 
or high and sustainable return on equity, appropriate valuation, and attractive mean reversion and momentum characteristics. They evaluate the 
correlation between each stock and its sector or country in order to avoid buying “good stocks in bad neighborhoods”. A ruthless sell discipline is 
employed, whereby a stock is immediately sold to zero weight when its fundamentals or technicals deteriorate, or when there is contagion from 
deteriorating fundamentals or technicals in a stock’s sector or country 

 
 
 Hartford Schroders Emerging Markets Equity 

• Management: The fund is managed by a team of five portfolio managers led by Tom Wilson, Schroders’ Head of Emerging Markets Equity. He has 
worked at Schroders since 2001 and has been involved with emerging markets equities at Schroders since 2004. 

• Objective: The Fund seeks capital appreciation. 

• Strategy: The Fund employs an actively managed approach that combines fundamental, bottom-up stock research with a quantitative country 
allocation process. Country rankings are prepared through evaluation of valuation, growth, currency, momentum, and interest rates. Stock level 
research targets a core universe of the most liquid stocks in the emerging markets universe, utilizing a relative value approach for stocks across the 
growth/value spectrum without any systematic style bias. Comprehensive risk controls are employed to keep factor exposures in check and constrain 
strategy-level tracking error to moderate level.  
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Portfolio Characteristics

Portfolio Benchmark

Wtd. Avg. Mkt. Cap ($M) 61,040 70,741

Median Mkt. Cap ($M) 1,189 6,090

Price/Earnings ratio 12.54 12.86

Price/Book ratio 2.41 2.47

5 Yr. EPS Growth Rate (%) 8.27 7.86

Current Yield (%) 3.86 3.89

Number of Stocks 7,499 2,411

Sector Weights (%)

Vanguard Total International Stock Index MSCI AC World ex USA (Net)

0.0 4.0 8.0 12.0 16.0 20.0 24.0

Cash

Other

Utilities

Real Estate

Materials

Information Technology

Industrials

Health Care

Financials

Energy

Consumer Staples

Consumer Discretionary

Communication Services

2.2

0.0

3.7

3.7

7.3

10.0

12.1

10.1

18.1

4.9

9.6

11.6

6.9

0.0

0.0

3.7

3.0

7.0

10.2

11.4

10.5

19.2

5.2

10.5

11.8

7.5

Top Ten Holdings

Portfolio
Weight

(%)

Benchmark
Weight

(%)

Active
Weight

(%)

Quarterly
Return

(%)

CASH 2.17 0.00 2.17 N/A

Alibaba Group Holding Ltd 1.72 1.95 -0.23 -8.31

Nestle SA, Cham Und Vevey 1.50 1.78 -0.28 -4.60

Tencent Holdings LTD 1.41 1.63 -0.22 1.72

Roche Holding AG 1.14 1.32 -0.18 3.47

Taiwan Semicon Manufctrg Co Ltd 1.10 1.29 -0.19 -17.28

Samsung Electronics Co Ltd 0.92 1.09 -0.17 -18.14

Novartis AG 0.89 1.03 -0.14 -9.48

Toyota Motor Corp 0.75 0.80 -0.05 -13.38

Astrazeneca PLC 0.59 0.68 -0.09 -9.00

% of Portfolio 12.19 11.57 0.62

Region Weights (%)

Vanguard Total International Stock Index MSCI AC World ex USA (Net)

0.0 8.0 16.0 24.0 32.0 40.0 48.0

Cash

Other

Pacific

North America

Middle East

Europe ex EMU

EMU

EM Latin America

EM Europe + Middle East + Africa

EM Asia

2.2

0.4

29.2

6.2

0.4

18.4

20.4

2.2

3.3

17.4

0.0

0.3

28.7

6.4

0.4

19.3

21.6

2.2

3.5

17.7

Vanguard Total International Stock Index vs. MSCI AC World ex USA (Net)

Portfolio Characteristics As of March 31, 2020

3.5



Portfolio Characteristics

Portfolio Benchmark

Wtd. Avg. Mkt. Cap ($M) 37,284 70,741

Median Mkt. Cap ($M) 18,927 6,090

Price/Earnings ratio 19.04 12.86

Price/Book ratio 2.80 2.47

5 Yr. EPS Growth Rate (%) 8.96 7.86

Current Yield (%) 1.82 3.89

Number of Stocks 36 2,411

Sector Weights (%)

J O Hambro International Select MSCI AC World ex USA (Net)

0.0 5.0 10.0 15.0 20.0 25.0 30.0

Cash

Utilities

Real Estate

Materials

Information Technology

Industrials

Health Care

Financials

Energy

Consumer Staples

Consumer Discretionary

Communication Services

0.0

3.0

0.0

5.1

18.3

10.5

22.0

13.0

0.0

14.9

7.6

5.7

0.0

3.7

3.0

7.0

10.2

11.4

10.5

19.2

5.2

10.5

11.8

7.5

Top Ten Holdings

Portfolio
Weight

(%)

Benchmark
Weight

(%)

Active
Weight

(%)

Quarterly
Return

(%)

a2 Milk Company Ltd (The) 6.28 0.04 6.24 1.37

Icon PLC 5.18 0.00 5.18 -21.04

Lonza Group AG, Zuerich 3.57 0.18 3.39 14.46

Cyber Agent Ltd 3.50 0.02 3.48 10.93

Terumo Corp 3.20 0.13 3.07 -2.92

Kao Corp 3.09 0.23 2.86 -1.18

Orsted A/S 2.97 0.11 2.86 -3.65

Koninklijke Ahold Delhaize NV 2.82 0.15 2.67 -6.51

Hong Kong Exchanges and Clearing 2.80 0.21 2.59 -6.01

Siemens Gamesa Renewable En 2.79 0.02 2.77 -14.01

% of Portfolio 36.20 1.09 35.11

Region Weights (%)

J O Hambro International Select MSCI AC World ex USA (Net)

0.0 15.0 30.0 45.0 60.0 75.0

Cash

Other

Pacific

North America

Middle East

Europe ex EMU

EMU

EM Latin America

EM Europe + Middle East + Africa

EM Asia

0.0

0.0

49.2

0.0

0.0

16.8

26.6

0.0

0.0

7.4

0.0

0.3

28.7

6.4

0.4

19.3

21.6

2.2

3.5

17.7

J O Hambro International Select vs. MSCI AC World ex USA (Net)

Portfolio Characteristics As of March 31, 2020
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Portfolio Characteristics

Portfolio Benchmark

Wtd. Avg. Mkt. Cap ($M) 114,091 109,307

Median Mkt. Cap ($M) 11,411 4,092

Price/Earnings ratio 13.68 11.70

Price/Book ratio 2.50 2.53

5 Yr. EPS Growth Rate (%) 13.46 13.51

Current Yield (%) 3.00 3.36

Number of Stocks 109 1,404

Sector Weights (%)

Hartford Schroders Emerging Markets Equity

MSCI EM (net)

0.0 5.0 10.0 15.0 20.0 25.0 30.0

Cash

Utilities

Real Estate

Materials

Information Technology

Industrials

Health Care

Financials

Energy

Consumer Staples

Consumer Discretionary

Communication Services

3.8

1.0

0.8

4.2

21.0

1.8

1.8

18.9

6.8

7.6

20.1

12.2

0.0

2.5

2.9

6.7

16.9

4.9

3.6

21.6

5.9

6.6

15.4

13.1

Top Ten Holdings

Portfolio
Weight

(%)

Benchmark
Weight

(%)

Active
Weight

(%)

Quarterly
Return

(%)

Tencent Holdings LTD 7.09 5.88 1.21 1.72

Alibaba Group Holding Ltd 6.73 7.07 -0.34 -8.31

Taiwan Semicon Manufctrg Co Ltd 5.82 4.67 1.15 -17.28

Samsung Electronics Co Ltd 5.04 3.92 1.12 -18.14

CASH 3.83 0.00 3.83 N/A

JD.com Inc 3.46 0.63 2.83 14.96

Ping An Insurance Group 3.08 1.15 1.93 -16.92

SK Hynix Inc 2.88 0.78 2.10 -15.94

AIA Group Ltd 2.08 0.00 2.08 -13.82

Sberbank of Russia OJSC 2.03 0.54 1.49 -42.03

% of Portfolio 42.04 24.64 17.40

Region Weights (%)

Hartford Schroders Emerging Markets Equity

MSCI EM (net)
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0.3
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0.1
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63.8

Hartford Schroders Emerging Markets Equity vs. MSCI EM (net)

Portfolio Characteristics As of March 31, 2020
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Investment Manager Overview – Real Estate As of  March 31, 2020 
 

 

 
 Boyd Watterson GSA Fund, LP  

• Management: Brian L. Gevry, CFA, serves as the CEO. The co-Portfolio Manager on the team is Robert Law, who is the CIO of Real Estate. 
Another key team member is EVP Steven Perry, who joined the firm in 2014. Mr. Perry is a former Administrator of the GSA and brings deep 
knowledge into their leasing strategies and practices. 

• Objective:  The Fund seeks to provide a high level of income and moderate risk below equities and real estate but higher than fixed income.  

• Strategy:  The team seeks properties delivering high current income, which is distributed quarterly. As valuations for secure, GSA occupied 
properties are less volatile than even core traditional real estate, the strategy is able to take advantage of the current attractive cost of capital and 
high spread between operating yield and financing costs to further enhance income generation / cash on cash yield. The team focuses on properties 
in the small to mid‐sized market of $5‐$25 million which offer more attractive attributes. 
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Portfolio Characteristics As of March 31, 2020
Boyd Watterson GSA Fund 

Portfolio Characteristics Acquisitions
Location US Agency Investment Cost Square Footage Cap Rate

Net Assets ($ millions) 2,232 Rockville, MD Multi-tenant $30,000,000 113,730 7.49
Gross Assets ($ millions) 3,459 Herndon, VA Central Intelligence Agency $24,900,000 60,421 6.78
Number of Investors 345
Number of Properties 143
Portfolio Size (sq. ft. millions) 11.52
Occupancy Rate 95% Dispositions
Average Lease Term (years) 6.31 Location US Agency Investment Cost Square Footage Cap Rate
Average Cost of Debt 3.34% None
Fund Leverage Ratio 32.50%

Diversification by Region Fund Diversification by Agency vs. GSA Market
U.S. Department GSA Fund GSA Market Difference
Department of Homeland Security (DHS) 24.68% 10.92% 13.76%
Department of Defense 10.43% 7.02% 3.41%
Department of Justice 7.82% 12.56% -4.74%
U.S. Department of Health and Human Services (HHS) 7.68% 3.83% 3.85%
State Agency 6.40% 0.00% 6.40%
U.S. International Trade Commission 2.77% 0.13% 2.64%
U.S. Department of Agriculture (USDA) 3.11% 4.61% -1.50%
U.S. Department of the Treasury 4.59% 5.43% -0.84%
Social Security Administration (SSA) 4.26% 5.94% -1.68%
Federal Maritime Commission 0.96% 0.05% 0.91%East, 

57.37%

West, 
19.17%

Midwest, 
17.25%

South, 
6.21%
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Investment Manager Overview – Fixed Income 
 

As of March 31, 2020 
 

 
 
 Baird Core Plus 

• Management: The Fund has been managed by a team of six portfolio managers since its inception in 2000. The most senior trio of the management 
team has been working together for over 30 years. In May 2019 three more were promoted to portfolio manager. 

• Objective:  The Fund seeks to maximize long-term total return and achieve an annual return that exceeds its benchmark. 

• Strategy:  The Fund normally invests at least 80% of assets in the following types of U.S. dollar-denominated debt securities: U.S. government, U.S. 
government agencies, asset-backed and mortgage-backed obligations of U.S. issuers and corporate debt of U.S. and foreign issuers.  It invests 
primarily in investment-grade debt securities, but can invest up to 20% of net assets in non-investment grade securities. 

 

 DoubleLine Core Fixed 

• Management:  Jeff Gundlach, CEO/CIO of DoubleLine Capital has been managing the Fund since 2010. Jeff Sherman, Deputy CIO, has co-managed 
the Fund since 2016. 

• Objective:  The Fund seeks to maximize current income and total return. 

• Strategy:  The Fund may invest in fixed income securities of any credit quality including up to a third of its net assets in junk bonds, bank loans and 
assignments rated below investment grade or unrated but determined by the Adviser to be of comparable quality, and credit default swaps of 
companies in the high yield universe. The Fund may also invest a portion of its net assets in fixed income instruments issued or guaranteed by 
companies, financial institutions and government entities in emerging market countries. The Fund may pursue its investment objective and obtain 
exposures to some or all of the asset classes described above by investing in other investment companies, including, ETFs and investment companies 
sponsored or managed by the Adviser and its affiliates. In managing the Fund’s investments, under normal market conditions, the portfolio manager 
intends to seek to construct an investment portfolio with a weighted average effective duration of no less than two years and no more than eight years. 

 

 PGIM Total Return 

• Management:  Senior portfolio managers Michael Collins (since 2009), Rich Piccirillo (2012) and Greg Peters (2014) have managed the Fund joined 
by Chief Investment Strategist Robert Tipp (2002). PGIM Fixed Income is the primary public fixed-income asset management unit of PGIM, a wholly-
owned subsidiary of Prudential Financial, Inc. 

• Objective:  The Fund seeks total return by investing in a diversified portfolio of bonds from multiple fixed income sectors. 

• Strategy:  The Fund allocates assets among different debt securities, including (but not limited to) US Government securities, mortgage-related and 
asset-backed securities, corporate debt securities and foreign securities. The Fund may invest up to 30% of its investable assets in high risk, below 
investment-grade securities having a rating of not lower than CCC. The Fund may invest up to 30% of its investable assets in foreign debt securities. 
The Fund has the flexibility to allocate its investments across different sectors of the fixed-income securities markets at varying duration. Up to 25% 
may be expressed through various derivative strategies. 
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Investment Manager Overview – Fixed Income 
 

As of March 31, 2020 
 

 

 Voya Investment Management Co. LLC - Core Plus 

• Management: Matt Toms, CFA is the Chief Investment Officer of public market fixed income at Voya. Others involved in management of this portfolio 
include Sean Banai, CFA (Head of Portfolio Management), Bob Kase, CFA (Senior Portfolio Manager), Dave Goodson (Head of Securitized Fixed 
Income), and Randy Parrish, CFA (Head of Credit). 

• Objective: The strategy seeks to maximize total return through income and capital appreciation 

• Strategy: The strategy may invest in fixed income securities of any credit quality including up to 20% of its net assets in junk bonds and assignments rated 
below investment grade or unrated but determined by the manager to be of comparable quality. Duration will be managed t o within plus or minus 1.0 years to 
the Bloomberg Barclays U.S. Aggregate Index. Interest rate derivatives may be used for hedging purposes. 

 

 iShares Intermediate Corporate Bond 

• Management:  The Fund is managed by James Mauro and Scott Radell of BlackRock Fund Advisors 

• Objective:  The Fund seeks to replicate performance and characteristics of ICE BofAML 5-10 Yr Corporate Index 

• Strategy:  The Fund seeks to track the investment results of the ICE BofAML 5-10 Year US Corporate Index which measures the performance of 
investment-grade corporate bonds of both U.S. and non-U.S. issuers that are U.S. dollar denominated and publicly issued in the U.S. domestic market 
and have a remaining maturity of greater than or equal to five years and less than ten years 
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Portfolio Characteristics

Portfolio Benchmark

Effective Duration 5.56 5.69

Yield To Maturity (%) 2.92 1.58

Avg. Maturity 7.35 7.77

Avg. Quality AA AA

Coupon Rate (%) 3.60 3.11

Credit Quality Distribution (%)

Baird Core Plus Blmbg. Barc. U.S. Aggregate

0.0

50.0

100.0

150.0

AAA/A
aa

AA/A
a A

BBB/B
aa

BB/B
a B

Bel
ow 

B

C
as

h
 
or 

NR

73.1

3.3
11.2 12.3

0.0 0.0 0.0 0.0

48.4

3.4

17.7
25.5

2.6 0.2 0.4 1.8

Sector Distribution (%)

Baird Core Plus Blmbg. Barc. U.S. Aggregate

0.0

20.0

40.0

60.0

80.0

G
ov

't
 
& 

Rel
at

ed

M
un

i/L
oca

l
 
Aut

hor
ity

ABS

M
ortg

age
s

In
v
 
G

ra
de 

C
or

p

Hig
h
 
Yie

ld 
Cor

ps

C
as

h/
O

th
er

45.8

1.0 0.4

28.7
24.1

0.0 0.0

17.3

0.9 1.2

32.0

44.6

2.5 1.5

Baird Core Plus vs. Blmbg. Barc. U.S. Aggregate

Portfolio Characteristics As of March 31, 2020

3.12



Portfolio Characteristics

Portfolio Benchmark

Effective Duration 4.78 5.69

Yield To Maturity (%) 3.64 1.58

Avg. Maturity 6.84 7.77

Avg. Quality A AA

Coupon Rate (%) 3.63 3.11

Credit Quality Distribution (%)

DoubleLine Core Plus Blmbg. Barc. U.S. Aggregate
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Portfolio Characteristics

Portfolio Benchmark

Effective Duration 6.01 5.69

Yield To Maturity (%) 3.76 1.58

Avg. Maturity 7.93 7.77

Avg. Quality A AA

Coupon Rate (%) 3.58 3.11

Credit Quality Distribution (%)

PGIM Total Return Bond Blmbg. Barc. U.S. Aggregate
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Portfolio Characteristics

Portfolio Benchmark

Effective Duration 6.29 5.69

Yield To Maturity (%) 4.07 1.58

Avg. Maturity 6.94 7.77

Avg. Quality A AA

Coupon Rate (%) 3.61 3.11

Credit Quality Distribution (%)

Voya Intermediate Bond Blmbg. Barc. U.S. Aggregate
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Portfolio Characteristics

Portfolio Benchmark

Effective Duration 6.18 6.14

Yield To Maturity (%) 2.79 3.67

Avg. Maturity 7.09 7.23

Avg. Quality BBB A

Coupon Rate (%) 3.81 3.88

Credit Quality Distribution (%)

iShares Intermediate-Term Corporate Bond ETF
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PFM is the marketing name for a group of affiliated companies providing a range of services. All services are provided through separate
agreements with each company. This material is for general information purposes only and is not intended to provide specific advice or a specific
recommendation, as it was prepared without regard to any specific objectives or financial circumstances.

Investment advisory services are provided by PFM Asset Management LLC which is registered with the Securities and Exchange Commission
under the Investment Advisers Act of 1940. The information contained is not an offer to purchase or sell any securities. Additional applicable
regulatory information is available upon request.

PFM asset management professionals have exercised reasonable professional care in the preparation of this performance report. Information in
this report is obtained from sources external to PFM’s asset management business and is generally believed to be reliable and available to the
public; however, we cannot guarantee its accuracy, completeness or suitability.  We rely on the client's custodian for security holdings and market
values. Transaction dates reported by the custodian may differ from money manager statements. While efforts are made to ensure the data
contained herein is accurate and complete, we disclaim all responsibility for any errors that may occur. References to particular issuers are for
illustrative purposes only, and are not intended to be recommendations or advice regarding such issuers.  Fixed income manager and index
characteristics are gathered from external sources. When average credit quality is not available, it is estimated by taking the market value weights
of individual credit tiers on the portion of the strategy rated by a NRSRO.

It is not possible to invest directly in an index. The index returns shown throughout this material do not represent the results of actual trading of
investor assets. Third-party providers maintain the indices shown and calculate the index levels and performance shown or discussed. Index
returns do not reflect payment of any sales charges or fees an investor would pay to purchase the securities they represent. The imposition of
these fees and charges would cause investment performance to be lower than the performance shown.

The views expressed within this material constitute the perspective and judgment of PFM’s asset management business at the time of distribution
and are subject to change. Any forecast, projection, or prediction of the market, the economy, economic trends, and equity or fixed-income markets
are based upon certain assumptions and current opinion as of the date of issue, and are also subject to change. Some, but not all assumptions are
noted in the report.  Assumptions may or may not be proven correct as actual events occur, and results may depend on events outside of your or
our control.  Changes in assumptions may have a material effect on results. Opinions and data presented are not necessarily indicative of future
events or expected performance.

For more information regarding PFM’s services or entities, please visit www.pfm.com.

© 2020 PFM Asset Management LLC. Further distribution is not permitted without prior written consent.

IMPORTANT DISCLOSURES



 

 

February 26, 2020 

1 © PFM  |  Multi-Asset Class Portfolio Update 

SUMMARY 
• Coronavirus, a virus outbreak in China, is now spreading outside of China and the equity markets 

have recently sold-off on the fears of a global contagion that could disrupt global supply chains 
and could negatively impact global economic growth. 

• Yield curve has recently inverted as Treasuries rallied in a risk-off environment. The market 
expects the Fed to cut rates one or two times this year if the economic growth slows down.  

• We believe the impact of the virus is short-term in nature. In case the virus spreads widely in the 
U.S., which is unlikely, we could expect a near-term impact on economic growth driven by falling 
consumer spending and supply chain disruptions.  

• The U.S. economy continues to show signs of strength, supported by strong labor markets and 
consumer spending. As a result, we continue to maintain a slight overweight to U.S. equities. This 
position is driven by our belief that the current impact of the Coronavirus will be modest and the 
strength of U.S. consumers will continue to drive the economy. 

UPDATE ON CORONAVIRUS 
Fears of Coronavirus have led to an increase in volatility in global markets since the beginning of 2020. 
Since these cases were mostly contained to China, where factory shutdowns, lockdowns and widespread 
quarantine has led to a slowdown in the number of new cases, the domestic equity markets shrugged off 
these fears until recently. Over the weekend, Italy, Iran and South Korea reported a surge in the cases 
leading to concerns that Coronavirus could turn into a pandemic.  

Wuhan, the epicenter of the virus outbreak in China, is an industrial hub. Since the virus outbreak, 
authorities have closed factories and have quarantined several parts of the country. Manufacturing 
activity is slowly resuming after the extended shutdown following Lunar New Year holidays. The 
government has announced tax breaks and other incentives as stimulus measures to help SMEs (small 
and medium scale enterprises) in order for them to reopen. As a result, unless normalcy is fully restored, 
we should expect to see negative impact on manufacturing activity and disruptions to global supply 
chains. In the past, a similar scare was seen during the SARS outbreak in China in 2003 when the GDP 
growth dropped by 2% for the quarter and came back strongly the next quarter, with little impact on the 
global economy. China is 17% of global GDP compared to 4% in 2003 and is a key player in the integrated 
global supply chain. This time, the impact on the global economy would be more widespread but the 
magnitude of impact would vary across regions. 

In the U.S., the CDC (Center for Disease Control) announced on Tuesday the U.S. could see a surge in 
cases and needs to be prepared for this rise in number of cases. In case the virus spreads widely in the 
U.S., which is unlikely, most of the impact would be felt on consumption which constitutes about 70% of 
the U.S. GDP. This impact would be a result of cancelation of public events, school and office closures 
and a general disinclination to seek out public spaces, similar to what has been seen in China since the 
epidemic outbreak.  

The virus outbreak has recently led to some large cap companies issuing lower revenue guidance due to 
disruptions faced by global supply chains, coming through from the disruption to factory output in China. 
While an increase in cases globally followed by factory closures could lead to further disruption to global 
supply chains, impacting the output of globally integrated manufacturers and service providers, we 
believe the impact would be short-term in nature.  

 
 



 

 

2 © PFM  |  Multi-Asset Class Portfolio Update 

ASSESSMENT 
The virus outbreak over the last two months and the attention it has garnered points to the central role 
that China plays in global trade. With the prolonged shutdown of several factories and the slowdown in 
consumption and services, the impact of the virus outbreak in China will negatively impact China’s Q1 
GDP along with several other export oriented economies in Asia and Europe.  

The recent rise in the number of cases outside of mainland China now shifts the focus to the impact the 
virus might have on several different economies and on global supply chains. We are closely monitoring 
these impacts but do not expect the virus outbreak to have a large drag on either the U.S. economy or 
the global economy for 2020. We expect some disruptions in the near-term, leading to lower than 
expected GDP growth across the globe in the first quarter.  However, we also expect a bounce back as 
the spread of the virus is contained and the fear of the virus recedes, making up for the lost business 
activity and consumer spending in the near-term.  

We remain constructive on the U.S. economy as we continue to see strength in labor markets, evidenced 
by recent highs in labor force participation rate as well as strong wage growth. Some of the uncertainties 
from 2019– the impact of a trade war with China, falling manufacturing activity, falling earnings growth 
expectations across the U.S. and international equities, the possibility of fallout from Brexit negotiations, 
the end of the ECB’s stimulus program and partial government shutdown in the U.S. – have been 
alleviated. The Fed has been on hold and is expected to cut rates if economic growth slows down 
drastically. This leads us to have higher conviction in the U.S. equity markets at this time relative to credit 
markets, where spreads are at historical lows. International equities also continue to look attractive 
relative to historical valuations and the expectation for stronger earnings growth this year is a positive.  

With this backdrop, we continue to maintain a tactical overweight to equities relative to fixed income 
within our multi-asset class portfolios. While we have not been driven to react to the recent market 
volatility, we will continue to monitor the spread and impact of the Coronavirus and will take appropriate 
action if we see a deterioration in economic fundamentals.  

We appreciate your continued confidence in PFM. Should you have any specific questions or wish to 
discuss this topic in more detail, please contact your client manager directly. 

 

 

 

 

 

 

 

 

 

 
The information contained in this report is not an offer to purchase or sell any securities. This is for general information purposes 
only and is not intended to provide specific investment advice or a specific recommendation. PFM Asset Management LLC is an 
investment advisor registered under the Investment Advisers Act of 1940.  
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1 © PFM  |  Multi-Asset Class Portfolio Update 

SUMMARY 
• The healthcare and global economic situation relating to the severe acute respiratory syndrome

coronavirus (SARS-CoV-2) (“Coronavirus”) and the associated disease (COVID-19) is a fast
moving, evolving situation that requires a nimble and flexible response by the adviser.

• Coronavirus originated in China and is currently spreading to other parts of the world with an
increase in the number of disease cases and deaths outside of China over the last week. This has
led to concerns that the virus has not been contained, and will continue to impact global supply
chains and global consumption of services thereby impacting corporate profit margins.

• Over the past week, the risk of the Coronavirus becoming a global pandemic has increased. With
increased uncertainty around the spread of the virus and its possible impact on expected
economic growth, we have turned cautious on equities.

• The Multi-Asset Class Investment Committee (the “Committee”) voted to be defensive across
the multi-asset class portfolios by reducing exposure to equities, both domestic and
international. The proceeds will be invested across fixed income and cash.

• While the defensive stance could be premature if the virus is contained in the next few weeks, the
Committee is concerned about the increase in number of cases, the spread of the virus globally,
and the negative impact on global economic activity. For these reasons, the Committee prefers
to be defensively positioned for a possible global slowdown. The Committee will continue to
monitor the situation closely in order to determine the next course of action.

UPDATE ON CORONAVIRUS 
Coronavirus, a virus that originated in China, is currently spreading to other parts of the world with an 
increase in the number of disease cases and deaths outside of China over the last week. While the initial 
expectation was that the virus was being contained, new cases are now seen worldwide. As of March 3, 
there are 91,320 confirmed across at least 65 countries. Globally, Italy and Iran have seen a rapid rise in 
number of cases, currently over 1,500 each. In the U.S., six deaths have been reported related to the virus 
while the total number of cases remains small at 105. Concerns around further spread of the virus are 
exacerbated by detection of the virus in people with no travel history to the affected areas (asymptomatic 
transfer) and by the lack of effective vaccination against the virus.  
As the incidence of cases jumped over the last week, markets reacted sharply to the prospect of supply 
side shock (due to the impact of factory closures on integrated global supply chains) to the economy. Last 
week saw the worst weekly drawdown for the S&P 500, down 11.4%, since the global financial crisis. The 10 
year Treasury yield also hit a record  while credit spreads widened across both investment grade and high 
yield markets over the past week. In the U.S., the Federal Reserve voted to cut benchmark interest rates 
by 50 bps, bringing the fed funds rate range to 1%-1.25%. This policy action was taken at an emergency 
meeting held to address the potential economic disruptions from the spreading virus. Globally, central 
banks are expected to implement accommodative monetary policy tools to lessen the impact of a possible 
slowdown. 
As the number of cases has accelerated, concerns about the negative impact on global supply chains and 
global consumption of services, thereby negatively impacting corporate profit margins, remain high on 
investors’ mind. The number of new cases in China has been slowing but the manufacturing activity index 
for February  was at a record low level as factories struggle to get back to capacity due to lack of workers 
(from quarantine). It will be some time before the factory capacity is up to full speed, which would squeeze 
the global supply chains in the interim.  The virus’ growth outside of China and the rise in number of 
cases raises two other potential risks to a return to full production.  First, this could lead to similar 
quarantines in other countries, leading to a slowdown in factory output and domestic consumption. 
Second, as cases rise globally, reinfections in China could occur as the production/activity hits full 
capacity. Over the past week, the risk of the Coronavirus spreading into a global pandemic has increased. 
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CDC (Center for Disease Control) states that while most people in the United States will have little 
immediate risk of exposure to this virus, it is likely that this virus will cause a pandemic. Given the wide 
range of possible scenarios for the continued spread of the virus, there is greater uncertainty on what to 
expect over the next few months in terms of GDP growth. If the uncertainty were to continue for a period 
of time, investors should expect a recession. Equity and credit markets are not currently priced for a 
recession, and an increase in the probability of recession would lead to a further sell-off across risk assets.   

ASSESSMENT 
Over the last week, the Committee’s view on the impact of the Coronavirus has evolved from being short-
term and transitory in nature to being an exogenous shock to the global economy that could be an 
impediment to economic growth.  

The virus outbreak over the last two months and the attention it has garnered points to the central role 
that China plays in global trade. With the prolonged shutdown of several factories and the slowdown in 
consumption and services, the impact of the virus outbreak is expected to negatively impact growth 
across the globe. We expect disruptions to supply chains in the near-term, leading to lower than expected 
GDP growth across the globe through the year if the virus were to continue growing at the current rate.  
While there is no imminent breakdown in market fundamentals, a virus outbreak of this magnitude with 
a higher reproduction rate leads us into uncharted territories at a time when the global growth is not so 
strong.  

Major central banks have expressed policy support which should alleviate the impact of a slowdown but 
the fears of the virus will continue to impact consumption until there is effective containment globally 
and/or an effective vaccine is developed. The Federal Reserve has cut rates by 50 bps this week but the 
efficacy of rate cuts still needs to be determined since a slowdown would be led by consumer fears and 
interconnected supply chains rather than tighter financial market conditions.  

Given the rise in uncertainty coupled with risks to the downside, the Committee voted to be tactically 
underweight to equities and overweight to fixed income across the portfolios. The underweight in equities 
will be reflected in both the domestic and international equity sleeves. As a part of this tactical trade, the 
Committee also expects to move some of the equity weight to cash as a defensive stance. This is driven 
by the historic low level of interest rates and the rising credit spreads, which could lead to lower returns 
for fixed income and makes cash an attractive hedge.  

With a rapidly evolving landscape, we will continue to monitor the spread and impact of the Coronavirus 
and will take appropriate action as we see stabilization in economic fundamentals.  

We appreciate your continued confidence in PFM. Should you have any specific questions or wish to 
discuss this topic in more detail, please contact your client manager directly. 
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Multi – Asset Class Market Update

SUMMARY 
• In late February, as the coronavirus spread outside of China and capital markets’ volatility 

picked up, the Multi-Asset Class Investment Committee (the “Committee”) voted to reduce 
risk in client portfolios by selling equities and used the proceeds to invest in fixed income 
and cash.

• Since that time, global equity markets have significantly declined and policy makers across the 
globe have begun to implement actions to offset the negative economic impact from the virus. 
In addition, measures have been announced which should slow down the spread of the virus over 
time.

• The Committee continues to closely monitor the spread of the virus and the impact on the global 
economy.  Currently, the significant health, economic, and policy uncertainty that presaged the 
Committee’s decision in February to de-risk are being addressed. 

WHAT HAS HAPPENED SO FAR? 
Events have rapidly evolved over the last few weeks as COVID-19 cases continue to increase globally. The 
virus was first identified in China where the spread led to concerns about supply chain disruptions 
globally. The Chinese government took unpreceded action to restrict the movement of people to contain 
the virus. As a result, the number of new cases in China continues to decline. But outside China, the 
number of new cases began to rise. Capital markets reacted negatively as a result (see chart below for 
performance since the market highs of 2/19/2020).  Part of the selling pressure may have been caused by 
forced selling by leveraged investors. The 10 year Treasury yield briefly hit 0.40% and is currently trading 
at 0.96% (as of 3/13/2020). Credit spreads over Treasuries for investment grade (represented by 
Bloomberg Barclays U.S. Corporate Bond Index) and high yield (represented by Bloomberg Barclays U.S. 
High Yield Bond Index) widened from 96bps to 216bps and 344bps to 727bps respectively (from 2/19/2020 
to 3/13/2020). 

Since 2/19/2020 MTD 
As of  3/13/2020 Net Return Maximum Drawdown Net Return 
S&P 500 Index -18.08% -25.06% -16.91%
Russell 3000 Index -19.26% -25.93% -18.10%
Russell 2000 Index -28.05% -33.25% -26.46%
MSCI ACWI Ex USA Index -26.12% -26.39% -24.16%

Globally, the number of confirmed cases has surged to 139,580 (as of 3/13/2020) with over 2,000 cases 
reported in the U.S. Governments across the globe, including in the U.S., are taking actions that include 
closing schools, postponing large gatherings and putting travel bans in places to practice “social 
distancing”. These efforts are also expected to flatten the curve, i.e., the rate of rise in number of cases, 
in order to not overwhelm the health care systems. As these containment efforts take effect in the U.S., 
we expect the number of cases to rise further as more people get tested before starting to decline. The 
number of new cases in China and South Korea, two of the most affected countries, have been falling 
which points to the containment of the spread of the virus due to social distancing efforts.  
In reaction to these evolving circumstances, central banks across the globe have taken accommodative 
action. In the U.S., the Federal Reserve (Fed) has announced measures to infuse liquidity into the financial 
system. This is in addition to the $1.5 trillion of support provided by the Fed in the short-term money 
market. Over the weekend, the Fed cut the benchmark interest rate to 0-0.25% range, thereby cutting 
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rates by 100bps. The Fed also announced further easing measures including $700 billion of bond buying 
program (across Treasuries and mortgage-backed securities). 

Fiscal policy support has been slower but is currently gaining steam. In Europe, the European Union 
commission announced that any measures countries take to address the economic impact of the virus 
won’t be factored into the assessment of their deficits and compliance with EU rules. This allows for 
countries like Italy to be able to ramp up fiscal spending without impacting their status within the EU. In 
the U.S., President Trump has declared a national emergency which permits the distribution of federal 
aid to states and municipalities and allows for regulatory changes that enable hospitals to ramp up 
facilities to provide emergency care. In addition, press reports are indicating that the White House and 
Congress have reached agreement on a fiscal package to aid those most in need. 
 

WHAT ARE WE MONITORING? 
We are currently monitoring the containment efforts, as well as both monetary and fiscal policy action in 
the U.S and Europe. We are encouraged by the Fed’s action to provide more liquidity to the financial 
markets at a time of the worst one-day drawdown for U.S. equity markets since 1987. We have been 
monitoring the impact of Fed actions on the market sentiment. 

We are also encouraged by the EU’s efforts to allow for fiscal stimulus which should help countries like 
Italy that are under total lock down. Other countries including the US, UK, Japan, Australia and others are 
likewise implementing fiscal stimulus. While the containment efforts will have a negative economic 
impact (due to lower demand), we expect the economic activity to recover once we see the number of 
new virus cases plateau. We also expect an improvement in sentiment as we see an improvement in 
market liquidity due to the Fed’s actions. Equity markets are currently oversold with the investor sentiment 
being bearish.  

PORTFOLIO IMPLICATIONS 
As the Committee gains confidence in the continuation of a coordinated approach to contain the 
pandemic along with the implementation of fiscal and monetary stimulus, we expect to reduce the 
portfolios’ equity underweight relative to the strategic targets. We continue to be defensively positioned 
in the interim, with a close eye on various market drivers.  

We appreciate your continued confidence in PFM. Should you have any specific questions or wish to 
discuss this topic in more detail, please contact your client manager directly. 
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SUMMARY 
 Action Item: In response to more attractive valuations and appropriate policy actions by both 

governments and central banks, the Multi-Asset Class Investment Committee (the 
“Committee”) voted to modestly increase equity weights to 85% of the policy targets (from 
80%) within the multi-asset portfolios by deploying cash.  

 In addition, restrictions on social gatherings, while negative for the economy in the short 
term, are likely to slow down the spread of the virus.   

 The global and U.S. economies are likely to continue to slow for the next several months and 
some are calling for a recession lasting a quarter or two.  While economic data is likely to 
deteriorate, U.S. equities are down approximately 30% from the high that we saw in February and 
credit spreads have widened significantly, largely discounting a recession. As always, the 
Committee will continue to monitor financial markets and economic data to determine how to 
best position client portfolios.  

 

WHAT ARE WE MONITORING? 
As noted in our previous update issued on 3/16/2020, we are currently monitoring the containment efforts, 
as well as both monetary and fiscal policy action in the U.S. and Europe. In reaction to the evolving 
circumstances, central banks across the globe have taken accommodative action. In the U.S., the Federal 
Reserve (Fed) has announced measures to infuse liquidity into the financial system. This is in addition to 
the $1.5 trillion of support provided by the Fed in the short-term money market. The Fed cut the 
benchmark interest rate to 0-0.25% range, from the previous target of 1.5% to 1.75%. The Fed also 
announced further easing measures including a minimum of $700 billion bond buying program (across 
Treasuries and mortgage-backed securities) and re-starting the commercial paper facility and  Primary 
Dealer Credit Facility to provide a short-term credit facility to small businesses and households. We are 
encouraged by the Fed’s action to provide more liquidity to the financial markets at a time of increased 
volatility.  

We are also encouraged by the EU’s efforts (especially Germany) to allow for fiscal stimulus which should 
help countries like Italy that are under total lockdown. Other countries, including the UK, Japan, Australia 
and others, are likewise implementing fiscal stimulus. In the U.S., the Trump administration is considering 
providing     $1.2 trillion of stimulus including checks to households impacted by the shutdown in order 
to help them meet immediate cash flow needs. The administration is also considering other packages to 
assist industries adversely impacted by the virus, such as the airlines and hospitality industries.   

The number of COVID-19 cases in the U.S. currently stands at 6,362 (as of 3/17/20) with 108 deaths 
reported. While we expect the number of cases to increase over the next two weeks as more testing is 
implemented, we believe that the current social distancing measures taken across the U.S. should slow 
down the number of new cases over the coming months.  In addition, press reports have indicated that 
some pharmaceutical companies have begun testing vaccines for the virus.  
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ASSESSMENT 
On 2/28/2020, the Committee voted to reduce clients’ equity allocation to approximately 80% of policy 
targets in light of the increased uncertainty around the spread of the virus and its negative impact on 
global economic activity.  Since then, the Russell 3000 Index and MSCI ACWI Ex US Index are down 16.02% 
and 20.09% respectively (as of 3/17/2020); the Committee’s defensive view has served the portfolios well 
on a relative basis.  
While containment efforts along with fiscal and monetary policy stimulus are encouraging, the 
widespread social distancing effort in the U.S. and Europe is expected to have a negative impact on both 
the manufacturing and services sector globally. This comes right behind the disruption to the global 
supply chain from widespread shutdown in China earlier in the year. Even as China’s industrial activity is 
picking up pace, albeit slowly, the possibility of a global recession has been rising as countries impose 
travel bans and a broad range of containment measures, including total country lockdowns leading to 
greater uncertainty for global growth. 

PORTFOLIO IMPLICATIONS 
With equity prices down significantly from the February highs and with appropriate policy actions enacted, 
the Committee voted to modestly increase the equity allocation in client portfolios. More specifically, the 
Committee voted to increase equity weights to 85% of the policy targets (from 80%) within the multi-
asset portfolios. This allocation to equities is sourced by deploying cash (which was increased in the 
portfolios as a result of our 2/28/2020 trade). Portfolios continue to be defensively positioned with an 
underweight to equities and overweight to fixed income.  

As the Committee gains confidence in the continued efforts to contain the pandemic along with the 
implementation of fiscal and monetary stimulus measures, we expect to further reduce the portfolios’ 
equity underweight relative to the strategic targets. We continue to be defensively positioned in the 
interim, with a close eye on various market drivers.  

We appreciate your continued confidence in PFM. Should you have any specific questions or wish to 
discuss this topic in more detail, please contact your client manager directly. 
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SUMMARY 
• Action Item: In response to more attractive valuations, increased containment efforts and 

progress on a fiscal stimulus bill in the U.S., the Multi-Asset Class Investment Committee 
(the “Committee”) voted to modestly increase equity weights to 90% of the policy targets 
(from 85%) within the multi-asset portfolios by reducing the overweight to fixed income.  

• Equity markets are a leading indicator of the economy and tend to recover before the economy 
does. Given the recent drawdown of about 30%, the Committee believes that the equity markets 
are priced for a recession, making them attractive. As a result, the Committee has voted to 
opportunistically reduce the equity underweight, which was undertaken at the beginning of the 
market drawdown.  

• Given the uncertainty over the duration of the shutdown and the depth of the downturn, the 
Committee still maintains a cautious view overall. The portfolios continue to be underweight 
equities and overweight fixed income.  

• As always, the Committee will continue to monitor financial markets and economic data to 
determine how to best position client portfolios.  

 

WHAT ARE WE MONITORING? 
The number of COVID-19 cases in the U.S. currently stands at 61,167 (as of 3/25/20) with 827 deaths 
reported. The U.S. currently has the third highest number of confirmed cases globally, behind China and 
Italy. While we expect the number of cases to increase further as more testing is implemented, we believe 
that the current social distancing measures taken across the U.S. should slow down the number of new 
cases over the coming months.  In addition, press reports have indicated that some pharmaceutical 
companies have begun testing vaccines for the virus. Globally, the number of cases stand at 454,355 with 
over 20,000 deaths reported. 

In our last update issued on 3/19/20, we noted that the containment efforts, as well as both monetary and 
fiscal policy action in the U.S. and Europe, are encouraging, leading us to reduce the equity underweight 
slightly. The current move by the Committee furthers the action implemented last week, in light of the 
fiscal stimulus action in the U.S. along with multiple actions taken by the U.S. Federal Reserve (“Fed”) to 
inject liquidity in the capital markets and to provide stability.  

Monetary Stimulus:  In the U.S., the Fed has taken several actions along with the rate cuts to bring the 
benchmark interest rate to 0-0.25% range, from the previous target of 1.5% to 1.75%. The Fed expanded 
the previously announced easing measures to include unlimited bond buying programs (across 
Treasuries, mortgage-backed securities and municipal debt) and to allow for the purchase of investment 
grade bonds to provide stability and liquidity.    

Globally, the European Central Bank and other major central banks have shown a similar resolve to 
provide liquidity and to do whatever it takes to support the capital markets. In the month of March, there 
have been 45 rate cuts across global central banks.  

Fiscal Stimulus:  The Senate and the House in the U.S. are close to approving a $2 trillion rescue package 
to provide support to the economy. This package will provide for direct payments made to taxpayers to 
provide for immediate cash needs. Unemployment benefits are being revised to allow for extension of 
jobless insurance by 13 weeks. Loans will be provided to small and medium sized businesses to help them 
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keep paying their employees during the shutdown as well as to provide for short-term liquidity. The bill 
would also provide for bailouts to certain industries like airlines that have been most impacted by the 
travel bans and lockdowns.  This $2 trillion bill is in addition to the $8 billion stimulus already announced 
in early March.  

Similar fiscal initiatives to support the economy were announced outside the U.S., including measures to 
subsidize about 80% of employee pay in the U.K., and the International Monetary Fund providing $1 
trillion in lending capacity to its member countries.  

ASSESSMENT 
On 2/28/2020, the Committee voted to reduce clients’ equity allocation to approximately 80% of policy 
targets in light of the increased uncertainty around the spread of the virus and its negative impact on 
global economic activity.  On 3/16/2020, the Committee voted to increase equity weights to 85% of the 
policy targets (from 80%) within multi-asset class portfolios. The current action furthers the action taken 
on 3/16/2020, bringing the equity weights to 90% (from 85%) of the policy targets, sourced primarily from 
fixed income. Portfolios continue to be defensively positioned with an underweight to equities and 
overweight to fixed income.  

The recent economic data in the U.S. points to a sharp slowdown in the next two quarters, which was in 
line with expectations given the demand shock from widespread containment efforts in the country. 
Globally, numerous countries are in lockdown mode as well to stem the spread of the virus. This is 
expected to have a sharp negative impact on global growth in the next two quarters. Given this backdrop, 
the capital markets have reacted sharply to the slowing economic activity resulting in equities now trading 
at attractive valuations.  

Equities, as indicated by the S&P 500, look attractive on a relative valuation basis as well as from an 
earnings yield standpoint. While there is uncertainty around the widespread impact on earnings for Q1 
and Q2 of 2020, the drawdown of about 30% from the market peak on 2/19/2020 has created opportunity 
to add to equities while being cognizant of the risks to the downside. Investment grade credit spreads, 
which have widened as financial conditions tightened, have stabilized after the Fed’s announcement on 
buying corporate bonds and similar ETFs. We believe the Fed has signaled that it will do what is necessary 
to calm the markets if the financial conditions continue to worsen.  

As the Committee gains confidence in these continued efforts to contain the pandemic along with the 
implementation of fiscal and monetary stimulus measures, we expect to further reduce the portfolios’ 
equity underweight relative to the strategic targets. We continue to be defensively positioned in the 
interim, with a close eye on various market drivers.  

We appreciate your continued confidence in PFM. Should you have any specific questions or wish to 
discuss this topic in more detail, please contact your client manager directly. 
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SUMMARY 
• Action Item: The Multi-Asset Class Investment Committee (the “Committee”) has voted to   

capture the gains created from the recent surge in equity markets related to the adoption 
of the $2 Trillion Fiscal Stimulus Package.  This resulted in modestly decreasing equity 
weights to 85% of the policy targets (from 90%) for multi-asset class portfolios, with 
proceeds going to fixed income.  

• During these unprecedented times, the Committee is meeting formally or informally multiple 
times per week to sift through the massive amounts of data from both the health care industry 
and financial markets.  We recognize that our clients are long-term investors, but the market 
dislocations generated by this pandemic creates situations where the Committee is compelled to 
make assessments and decisions at a much faster pace than during ordinary times.  The goal in 
these market conditions is to preserve capital while being attentive for signs that fundamentals 
of the market are reverting more to normal.   With that said, the Committee is paying attention 
to and acting on the “big picture” data. 

• The equity markets have reacted quickly to the $2 trillion fiscal stimulus and to the continued 
accommodative actions taken by the Federal Reserve ( the “Fed”), leading to a recovery of 11.3 % 
(as of 4/3/2020) since the low point of March 23, 2020 (as measured by S&P 500). We believe that 
the recent rally understates the economic impact of the current widespread shutdowns globally.  

• Following the record initial jobless claims of over 10 million in the last two weeks, the 
unemployment rate is expected to rise rapidly towards approximately 15% and  GDP growth is 
expected to be negative for Q1 and Q2 of 2020. Hopes of a V-shape recovery have been replaced 
by expectations for a protracted slowdown followed by a gradual recovery, as the labor market 
continues to be at its worst since the financial crisis.  

• Given the uncertainty over the duration of the shutdown and the depth of the downturn, as 
communicated over the last week, the Committee believes that a more cautious view is 
warranted. As a result, the portfolios continue to be underweight equities and overweight fixed 
income.  

• As always, the Committee will continue to monitor financial markets and economic data to 
determine how to best position client portfolios. 

 

WHAT ARE WE MONITORING? 
Since our last alert (as of 3/26/2020) charting the rising number of cases in the U.S., the situation in the 
U.S. has rapidly deteriorated: 

 Global confirmed cases are now over 1.2 million, with a quarter of those cases being reported in 
the U.S. 

 Number of deaths reported worldwide are now over 60,000 
 Over half of the global economies have issued stay at home orders to curb the spread of the virus, 

which has an unprecedented negative impact on consumer demand. In the U.S., most states 
have issues stay at home directives including closure of non-essential businesses.  

 Number of deaths in the U.S. are projected to be between 100,000 - 200,000 with numbers 
peaking over the next two weeks,  even after accounting for the social distancing measures 
currently in place  
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 China, South Korea and Singapore are seeing a second wave of cases and are restarting social 
distancing measures. This makes us cautious about relaxation of the social distancing measures 
here in the U.S. until an effective vaccination is released. 

 According to intelligence reports, the number of cases and deaths coming out of China have 
been underreported, leading us to believe that the impact would be more widespread than 
initially expected.  

 

In light of the deterioration of expectations around preemptive containment and the widespread rise in 
cases within and outside of the U.S., the Committee believes that the social distancing could be extended, 
having second and third order impacts, which will be detrimental to several industries. While we have 
seen a record 10 million unemployment claims in the last two weeks, the Committee expects this number 
to rise, leading to an increase in the unemployment rate towards 15%.  

The Committee has been closely monitoring the fiscal and monetary policy actions in the U.S. and 
globally. In the U.S., the Fed has announced several actions to provide liquidity and stability to the capital 
markets and we believe the Fed has signaled that it will do what is necessary to calm the markets if the 
financial conditions continue to worsen. The CARES (Coronavirus Aid, Relief and Economic Security) Act 
was recently passed in the U.S., allowing for $2 trillion to be used for direct payments made to taxpayers 
to provide for immediate cash needs, extended unemployment benefits, loans to small and medium 
sized businesses and bailouts to certain industries like airlines that have been most impacted by the travel 
bans and lockdowns.  The Trump Administration has also talked about another $2 trillion of stimulus to 
add jobs through infrastructure spending.  

 

 Committee View Comments 

COVID-19 
Cases 

 Cases are growing rapidly with up to 200,000 deaths 
projected in the U.S.; concerns around second wave of 
infections rising 

Vaccination/
Cure 

 Progress is being made but the wide availability of 
effective vaccination is still 12-18 months away 

Labor 
Markets 

 Layoffs and furloughs across services and manufacturing 
sectors leading to expectations of rapidly rising 
unemployment rates  

Policy 
Actions 

 $2 trillion of fiscal stimulus (10% of GDP) should help 
cushion the blow; continued accommodative action by 
Fed is positive 

Capital 
Markets 

 Relief rally post the liquidity crunch and passing of fiscal 
stimulus can be tested again as economic data weakens 

Depth of 
Recession 

 GDP contraction estimates for Q2 2020 at -10% to -30% 
(annualized); will vary based on the duration of social 
distancing efforts  

Duration of 
Recession 

 V-shaped recovery prospects are being replaced by 
protracted contraction followed by gradual recovery 
expectations 
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ASSESSMENT 
On 3/24/2020, the Committee voted to increase equity weights to 90% of the policy targets (from 85%) 
within multi-asset class portfolios in reaction to attractive equity valuations and the largest fiscal stimulus 
of $2 trillion being considered in the U.S. Since then, the markets have reacted strongly, with S&P 500, 
MSCI ACWI ex US and Bloomberg Barclays Aggregate rising 13.0%, 11.9% and 2.3%, respectively (from 
3/24/2020 to 4/2/2020). The Committee believes that the U.S. is currently in a recession, though official 
numbers cannot confirm this until August 2020. Given the more recent deterioration in the assessment 
of economic recovery following the rapid rise in cases and unemployment claims, the Committee believes 
that the capital markets expectations understate the depth of the recession. As a result, the Committee 
voted on 4/2/2020 to reduce the equity weights to 85% of the strategic weight, thereby seeking to take 
gains from the recent rally while allowing us to be defensively positioned for a reflection of falling 
corporate profits, rising unemployment, slowing consumer demand and stalling economic activity in the 
capital markets. The Committee also took the impact of the slowdown in stock buybacks and dividends 
stemming from the inability of the loan beneficiaries from the CARES Act to do so until after a year of the 
full loan payment.  

As the Committee gains insight into the depth and duration of the recession, along with certainty of the 
containment of COVID-19 within and outside the U.S., we expect to add to risk assets to reduce portfolios’ 
equity underweight relative to the strategic targets. We continue to be defensively positioned in the 
interim, with a close eye on various market drivers.  

We appreciate your continued confidence in PFM. Should you have any specific questions or wish to 
discuss this topic in more detail, please contact your client manager directly. 
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SUMMARY 
• The Multi-Asset Class Investment Committee (the “Committee”) voted to add an allocation 

to municipal bonds within the fixed income portfolio to take advantage of the attractive 
valuation and higher quality characteristics.  

• The multi-asset portfolios continue to be overweight fixed income. The Committee has been 
closely following the current economic and market conditions and has decided to maintain 
the current defensive stance of an underweight to equities and overweight to fixed income.  

• The significant health, economic, and policy uncertainty that presaged the Committee’s decision 
in February to de-risk are being addressed. Capital markets have bounced back strongly since 
the lows of March 23rd in reaction to the fiscal and monetary stimulus measures and partial re-
opening of the U.S. economy. The Committee believes that the recovery will be gradual and 
protracted rather than sharp, which leads us to deduce that the equity markets are not fully 
discounting the depth of the recession and protracted recovery. As a result, the Committee 
prefers to stay defensive in light of the continued uncertainty, in order to be able to provide 
downside protection if the equity markets were to see another sell-off.  

CHANGES WITHIN FIXED INCOME PORTFOLIO 
In light of the unprecedented volatility, the Committee has been focused on opportunistic investments 
within the portfolios that can take advantage of the short-term dislocations in the markets. One such 
opportunity exists within the municipal bond space (“Munis”). Munis have recently been trading at 
attractive valuations compared to the investment grade corporates. Yield to worst on Munis, reflected by 
Bloomberg Barclays Municipal Bond Index, rose from 114bps (basis points) on 3/9/20 to 352bps on 3/23/20 
amidst the market sell-off. Since then the yield to worst has come down to 212bps (as of 5/5/20), but the 
compression in yield has not been similar to what was observed in the investment grade corporates. In 
looking at past recessionary periods, Munis tend to have lower default rates than investment grade 
bonds. During the Great Financial Crisis, there were 42 muni defaults amounting to 0.21% of outstanding 
debt. We expect to see a similar default rate in the current recession, but unlike the Global Financial Crisis 
this sector will receive a boost from the U.S. Federal Reserve’s (“Fed”) Municipal Liquidity Facility and $150 
billion of Coronavirus Relief Fund.  

The iShares National Muni Bond ETF (MUB), which provides exposure to investment grade U.S. municipal 
bonds, will be utilized for this allocation. The fixed income portfolio will see a slight increase in quality 
from this trade with no significant change to duration or yield at the overall portfolio level.  

REVIEW OF ECONOMIC AND MARKET DATA  
On 5/1/20, the Committee met and discussed the current stance of the equity underweight in light of the 
recent economic and market data. Economic data has continued to deteriorate over the last month as 
the widespread social restrictions impacted economic activity within the U.S. Labor markets continued to 
be impacted by layoffs and furloughs, with record number of initial jobless claims and continuing claims 
reported over the last six weeks. These numbers are expected to further increase resulting in over 15% 
unemployment rate this year. Several states in the U.S. have partially reopened or have laid out plans to 
reopen, which should be a positive but capacity to absorb the unemployed will be limited given social 
distancing measures still in place and the conservative stance that companies are pursuing in the face of 
increased uncertainty of revenues and operating costs.  
Q1 GDP for the U.S. came in at -4.8% (annualized), supported by stronger activity in January and February 
followed by a drastic slowdown in March. According to Congressional Budget Office (CBO) estimates, Q2 
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GDP is expected to contract at 39.6% (annualized) followed by recovery in Q3 and Q4, leading to an 
annual contraction of 5.6% in 2020. For 2021, the CBO projects a modest recovery of 2.5%.  Various 
economic measures such as Purchasing Manufacturing Index (PMIs), industrial production, consumer 
spending, and consumer confidence have all plunged recently.  
Globally, the spread of COVID-19 has led to shutdowns across various countries. Partial reopening has 
started across Europe as the growth in number of new cases has slowed across the region while countries 
across Latin America are currently seeing a rapid rise in number of cases. As of 5/6/20, the number of 
confirmed cases globally currently stands at 3.7 million, of which 1.2 million confirmed cases are reported 
in the U.S. The number of deaths globally are over 250,000, of which 72,000 deaths are in the U.S. While 
the rate of infection curve has been flattening, the number of deaths in the U.S. is expected to double by 
August, according to some estimates, which puts greater emphasis on a cure or vaccination. There have 
been several headways into drug and vaccine development, but there is no effective vaccination yet.  
Amidst this background, since our last client alert on 4/6/20, the equity markets have rallied in reaction to 
the partial reopening of the economy, continued policy support by the Fed, and the passing of $450 billion 
of additional fiscal stimulus to provide support to small businesses (this is in addition to the 
unprecedented stimulus of over $2 trillion passed in March). During the month of April, the S&P 500 
returned 12.8%, its best monthly performance since 1987. Since the market bottom of 3/23/20 (until 5/5/20), 
equity markets, as reflected by S&P 500, returned 28.4% while spreads (over 10 year Treasury) for 
investment grade bonds (represented by Bloomberg Barclays U.S. Corporate Bond Index) and high yield 
bonds (represented by Bloomberg Barclays U.S. High Yield Bond Index) compressed by 167bps (from 
373bps to 206bps) and 363bps (from 1100bps to 737bps), respectively. The Fed’s decision to provide 
liquidity and stability to the credit markets helped stabilize credit spreads, which widened after the market 
started to sell-off.  

Source: Bloomberg 

The Committee believes that equity markets are factoring in a V-shaped, fast recovery in the latter half of 
2020 along with earnings recovery in 2021 (above the levels seen in 2019).  While we could see earnings 
recover in 2021, they are not estimated to reach the levels seen in 2019 until the latter half of 2021. With 
that forward earnings outlook, equity markets, as reflected by S&P 500, are currently trading at forward 
multiples that do not fully reflect the slowdown followed by a gradual recovery. The Committee believes 
that the recent relief rally could be followed by a further sell-off to reflect the deteriorating fundamentals.  

WHAT ARE WE MONITORING? 
We are currently monitoring the instances of reopening in the U.S. to assess the pace at which normal 
activity could be resumed without a further rise in number of cases. Further reopening followed by a rapid 
pick-up in economic activity should be favorable, but the odds remain low given the widespread 
incidence of cases in several parts of the country. Globally, emerging market economies will be stressed 
as they deal with a rise in cases, adding to further slowdown in global economic activity including trade 
and travel.  

Index Performance  
As of 5/5/2020 

April QTD YTD 1 Year Since 
Peak 

(2/19/20) 

Since 
Bottom 

(3/23/20) 
S&P 500  12.82% 11.13% -10.65% -0.67% -14.97% 28.43% 
S&P MidCap 400 14.18% 11.47% -21.64% -17.41% -23.10% 32.15% 
S&P SmallCap 600 12.70% 7.98% -27.27% -24.11% -27.02% 24.27% 
Russell 3000 13.24% 11.49% -11.82% -2.74% -16.10% 28.99% 
Russell 1000 13.21% 11.55% -11.01% -1.45% -15.54% 29.10% 
Russell 2000 13.74% 10.52% -23.32% -19.94% -24.50% 27.24% 
MSCI ACWI ex US 7.58% 4.93% -19.58% -13.72% -19.11% 20.62% 
MSCI EAFE 6.46% 3.99% -19.75% -13.34% -19.11% 20.16% 
MSCI Emerging Markets 9.16% 5.71% -19.23% -15.08% -18.48% 18.43% 
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PORTFOLIO IMPLICATIONS 
In light of the continued uncertainty around the path of recovery, the Committee prefers to stay defensive 
in order to be able to provide downside protection. The Committee’s decision to add to Munis also helps 
the portfolio remain defensive while being opportunistic.  

The Committee believes that the recovery from here on will be gradual and protracted rather than sharp 
and believes that the equity markets are not fully discounting the duration of the slowdown. When the 
Committee believes that the markets are fully reflecting the underlying fundamentals, we expect to bring 
the portfolios’ equity weight in line with the strategic targets. We continue to be defensively positioned 
in the interim, with a close eye on various market drivers.  

We appreciate your continued confidence in PFM. Should you have any specific questions or wish to 
discuss this topic in more detail, please contact your client manager directly. 
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