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Everett School Employee Benefit Trust 
As of September 30, 2018 

 

PORTFOLIO REVIEW CRITERIA 

The Trustees of the Everett School Employee Benefit Trust have retained the Hyas Group to independently monitor and evaluate the quality 
of investment implementation in accordance to the Trust’s current IPS. Becker Capital Management is the sole investment manager hired 
on behalf of the Trust. Our review criteria are based on the Trust’s IPS and the general risk and return objectives established and 
communicated by the Trustees. Our analysis includes reviews of the following criteria: 

  

 Portfolio Valuation & Investment Performance 
 Diversification Characteristics 
 Portfolio Liquidity & Term Structure 
 Credit & Interest Rate Risk 

 

The Trust continues its high credit quality focus and conservative duration exposure in order to reduce liquidity and interest rate risk. The 
revised/current IPS is included in this report.   
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Recent 5-Yr High 5-Yr Low 5-Yr Avg. Date Recent 5-Yr High 5-Yr Low % Off Peak Date
134,000 351,000 14,000 210,800 Sep-18 $2.83 $3.70 $1.79 -23.4% Sep-18

3.7% 7.2% 3.7% 5.1% Sep-18 $68.06 $106.29 $30.32 -36.0% Aug-18

9.4 18.4 6.6 11.6 Sep-18 211.6 211.6 161.4 31.1%* Jul-18

$27.24 $27.24 $24.09 $25.54 Sep-18 484.3 486.3 428.3 13.1%* Aug-18
Source: Federal Reserve Bank of St. Louis and Bureau of Labor Statistics *% Off Low

Jobs Added/Lost Monthly

Unemployment Rate

Median Unemployment Length (Weeks)

Average Hourly Earnings

Other Prices and Indexes (Monthly)
Category
Gas: Price per Gallon

Spot Oil

Case-Shiller Home Price Index

Medical Care CPI

Labor Market Statistics (Monthly)
Category

3Q2018 Economic Data
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Index QTR YTD 1 yr. 3 yrs. 5 yrs. 10 yrs.
90-Day T-Bill 0.45% 1.18% 1.39% 0.71% 0.45% 0.30%
Barclays US Aggregate 0.02% -1.60% -1.22% 1.31% 2.16% 3.77%
Barclays Short US Treasury 0.49% 1.27% 1.50% 0.86% 0.57% 0.47%
Barclays Int. US Treasury -0.12% -0.81% -1.22% 0.17% 0.93% 2.20%
Barclays Long US Treasury -2.88% -5.79% -3.56% 0.72% 4.41% 5.45%
Barclays US TIPS -0.82% -0.84% 0.41% 2.04% 1.37% 3.32%
Barclays US Credit 0.89% -2.12% -1.10% 2.98% 3.40% 5.94%
Barclays US Mortgage-Backed -0.12% -1.07% -0.92% 0.98% 2.02% 3.33%
Barclays US Asset-Backed 0.49% 0.52% 0.51% 1.17% 1.51% 3.69%
Barclays US 20-Yr Municipal -0.14% -0.74% 1.03% 3.06% 4.84% 6.07%
Barclays US High Yield 2.40% 2.57% 3.05% 8.15% 5.54% 9.46%
Barclays Global -0.92% -2.37% -1.32% 1.98% 0.75% 2.89%
Barclays International -1.74% -3.03% -1.45% 2.41% -0.33% 2.20%
Barclays Emerging Market 1.61% -2.28% -1.68% 5.46% 4.51% 7.43%

3Q2018 Bond Market Data

2.12% 2.19%
2.36%

2.59%
2.81% 2.88% 2.94% 3.01% 3.05% 3.13% 3.19%

0.96% 1.06%
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Everett School Employee Benefit Trust 
As of September 30, 2018 

TOTAL ACCOUNT PERFORMANCE (as of September 30, 2018) 
 

  
QTR YTD 1-Year 3-Year Since Inception2 

   
 

  
 

Everett School Employee Benefit Trust1,3   0.50% 0.70% 0.80% 1.10% 1.20% 

   
 

  
 

B of A ML 0-5 Yr US Treasury Index3  0.20% 0.10% -0.10% 0.40% 1.10% 
B of A ML 1-Yr US Treasury Note Index3  0.40% 1.10%  1.10% 0.70% 0.50% 

   
 

  
 

1Performance results are gross of investment advisory fees.  
  

 
2Inception date is 9/03/2009 
3Policy Benchmark Revised May 2015  
 

  

 

  

 

 
         Portfolio Statistics as of September 30, 2018                Sector Breakdown as of September 30, 2018  
                                  

               

Cash & Cash 
Equivalents

9.0%

Government 
Agency 

Obligations
1.0%

US Treasury 
Obligations

4.0%

Certificates 
of Deposit

86.0%

Number of Holdings: 20 
Average Duration (Years): 1.10 
Average Yield-to-Worst: 2.27% 
Average Credit Quality: Aaa 
  

 

Beginning Market Value4:          $3,879,998 

 Contributions:                                   $0 
Distributions:                              $1,290,000 

Total Market Value:                $2,612,005 

Gains/Losses:                                     $22,007 

4As of September 30, 2017 
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Everett School Employee Benefit Trust 
As of September 30, 2018 

DIVERSIFICATION CHARACTERISTICS 

The IPS provides the manager with latitude to operate within four broad asset class categories that include: Cash & Cash Equivalents 
(Money Market Funds), US Treasury Securities, US Government Agency Securities and Domestic Certificates of Deposit (CDs). The following 
chart indicates the actual percentage allocation of Trust dollars across these four broad categories as of September 30, 2018. At the 
present time, there is no specified guideline or limitation to the percentage allocations across the broad sector categories. However, in 
aggregate, Becker Capital is expected to take credit and duration risks in-line with the B of A ML 0-5 Yr US Treasury Index.  

 

  

Cash & Cash 
Equivalents

9.0% Government Agency 
Obligations

1.0%

US Treasury 
Obligations

4.0%

Certificates of 
Deposit
86.0%
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Everett School Employee Benefit Trust 

As of September 30, 2018 

Overall, the portfolio retains a very high credit quality focus with the overwhelming majority of the portfolio backed directly or indirectly by 
the full faith and credit of the US Government which minimizes concentration risks. However, the chart below highlights the portfolio’s 
allocation to CDs and reviews the diversification within the CD sector. 

One of the key stipulations within the IPS is that Certificates of Deposit must be fully insured and unconditionally guaranteed by the US 
Government. The Federal Deposit Insurance Corporation (FDIC) is a United States government corporation that guarantees deposits in 
member banks. Until fairly recently, the FDIC guaranteed deposits up to $100,000 per depositor. In 2013, Congress approved a permanent 
increase to $250,000.  

Based on the current FDIC program, it is essential that the investment manager only retain CDs issued by member firms and that 
investments remain below the guaranteed thresholds. We have listed the ten largest CD investments in the current portfolio as of 
September 30, 2018. At the time of this report, all CD allocations were at or below the $250,000 limit.  

 

Issuer Market Value 
CAPITAL ONE BANK CD 1.450% 2/04/19 $249,830.00 
WELLS FARGO BANK CD 1.500% 1/22/19 $249,815.00 
ALLY BANK MIDVAL CD 1.600% 1/22/19 $249,762.50 
ORIENTAL BANK CD 1.750% 12/17/18 $249,755.00 
PARTNERS BANK CA CD 1.500% 9/30/19 $248,585.00 
BMW BANK NA CD 2.000% 11/18/19 $248,345.00 
COMENITY CAP BK CD 1.500% 3/18/20 $246,605.00 
DISCOVER BK GREE CD 2.200% 10/21/20 $246,432.50 
GOLDMAN SACHS BK CD 1.950% 11/04/19 $149,145.00 
GOLDMAN SACHS BK CD 2.000% 2/03/21 $97,810.00 
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Everett School Employee Benefit Trust 
As of September 30, 2018 

Per a prior report, we had Becker Capital review and verify/confirm that each CD is in fact issued by a FDIC member firm and covered under 
the current FDIC program. Becker was able to confirm nearly all the CDs were issued by FDIC member firms and we recommended selling 
those issues that couldn't be confirmed.   

Diversification by individual issue and issuer are additional key elements of proper portfolio construction. The following table lists the fifteen 
largest issues as of September 30, 2018.    

 

Asset Name Market Value % of Portfolio 
CAPITAL ONE BANK CD 1.450% 2/04/19 $249,830.00 9.6% 
WELLS FARGO BANK CD 1.500% 1/22/19 $249,815.00 9.6% 
ALLY BANK MIDVAL CD 1.600% 1/22/19 $249,762.50 9.6% 
ORIENTAL BANK CD 1.750% 12/17/18 $249,755.00 9.6% 
DREYFUS TREASURY SECURITIES CASH $249,216.09 9.6% 
PARTNERS BANK CA CD 1.500% 9/30/19 $248,585.00 9.6% 
BMW BANK NA CD 2.000% 11/18/19 $248,345.00 9.5% 
COMENITY CAP BK CD 1.500% 3/18/20 $246,605.00 9.5% 
DISCOVER BK GREE CD 2.200% 10/21/20 $246,432.50 9.5% 
GOLDMAN SACHS BK CD 1.950% 11/04/19 $149,145.00 5.7% 
U S TREASURY NT 1.625% 4/30/19 $99,523.00 3.8% 
GOLDMAN SACHS BK CD 2.000% 2/03/21 $97,810.00 3.8% 
G N M A I I #003414 5.000% 7/20/33 $6,631.42 0.3% 
G N M A I I #003345 5.000% 2/20/33 $2,442.65 0.1% 
G N M A I I #003458 5.000% 10/20/33 $2,429.14 0.1% 
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Everett School Employee Benefit Trust 
As of September 30, 2018 

Issue size and diversification within US Treasuries is considered largely irrelevant as it relates to credit risk. The embedded assumption is 
that all Treasury securities would be treated equally under the unlikely scenario whereby the Treasury could not meet its obligation on any 
of its securities. Hence, the large allocations to any specific Treasury issue would not appear to subject the Trust to any inappropriate credit 
risk. That said, we would stress that a large allocation to a specific Treasury issue does have significant impact on the portfolio’s overall 
duration (interest rate risk) profile. Government agency debentures are generally viewed in the same light as US Treasuries, with individual 
issue size largely irrelevant as it relates to credit risk.   

The money market allocation represents a critical component of managing liquidity and cashflows within the portfolio. The money market 
option within the portfolio is the Dreyfus Treasury Securities Cash Management (DIRXX). The Fund is considered a “government money 
market fund” as defined in Rule 2a-7 under the Investment Company Act of 1940 (as recently amended). The IPS stipulates that cash and 
money market funds be rated Aaa by at least one rating firm. The current money market fund is restricted to investing only in government 
securities, thereby meeting/exceeding your IPS credit quality requirements. In addition, the weighted average maturity of the portfolio is 
within the 90-day maximum established in the current IPS.  

It is important to highlight that the IPS does not specifically prohibit Becker from investing in US Agency mortgage backed securities (MBS). 
However, the Hyas Group has directed them to be more strict in their interpretation of the IPS and refrain from investing in MBS securities. 
The portfolio retains only modest legacy exposure to Agency MBS.  
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Everett School Employee Benefit Trust 
As of September 30, 2018 

PORTFOLIO LIQUIDITY & TERM STRUCTURE   

The current investment policy identifies a general desire to construct a portfolio that provides high levels of liquidity to meet unpredictable 
cash flow needs and manage interest-rate risk within the portfolio. The following charts indicate that the portfolio is heavily focused on the 
short-end of the yield curve with over 40% of the portfolio demonstrating maturities of less than 1-year and nearly 100% of the portfolio with 
maturities less than three years. We wish to highlight that while no new securities with extended maturity dates have been added to the 
portfolio, Becker Capital has assumed a limited number (<1%) of legacy securities that retain extended maturities. In addition, the portfolio 
remains highly liquid based on trade date availability of proceeds.    
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Everett School Employee Benefit Trust 
As of September 30, 2018 

 

CREDIT & INTEREST RATE RISK 

The Trust is managed under an extremely conservative mandate focused primarily on preservation of capital. While there are no specific 
policy guidelines established at the total portfolio level, the following charts confirm the conservative nature in which the portfolio is 
currently structured and managed. Interest rate risk is modest with total portfolio duration at 1.10 years and the average quality of the 
portfolio as defined by the Moody’s rating agency is “Aaa”.  

 

Characteristics 
 

Everett School Employee Benefit Trust 
 

B of A ML 0-5 Yr Treasury 
  

   
  

Average Quality 
 

Aaa 
 

Aaa 
  

   
  

Effective Duration 
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Everett School Employee Benefit Trust 
As of September 30, 2018 

SUMMARY & RECOMMENDATIONS 

In our opinion, the portfolio’s overall allocation, credit quality, duration (interest rate risk) and general portfolio diversification are consistent 
with the Trust’s investment objectives and policy. The primary objectives under the current IPS are preservation of principal and liquidity. 
This objective can be further broken down into the management of two primary components: credit risk and interest rate risk. The current 
IPS guidelines place extremely strict limitations on the credit quality of individual securities that Becker Capital Management (Becker) may 
purchase on behalf of the Trust. Based on our review, Becker is adhering to the IPS guidelines and credit risk is tightly constrained. With 
duration now just over 1-year, the portfolio has modest interest rate risk.  

During Becker's tenure on the portfolio the fixed income market has faced the backdrop of historically low interest rates and highly 
accommodative U.S. monetary policy. However, monetary policy has seen several short-term interest rate hikes from the Federal Reserve. 
These hikes have led to meaningfully higher short-term yields. At the end of the third quarter, the 1-Year Treasury Bond was yielding 2.59% 
vs. 1.31% a year ago and the 3-Year Treasury now yields 2.88% up from 1.62%. Despite the increases, rates continue to be below historical 
averages and we stress that return expectations for the portfolio should remain modest.   

 

Action Items:  

• Please refer to meeting agenda for specific action items.  
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PORTFOLIO APPRAISAL
Everett School Employee Benefit Trust

September 30, 2018

Adj Unit Total Adjusted Market Pct. Cur.
Quantity Security Cost Cost Price Value Assets Yield

GOVERNMENT BONDS
100,000 UNITED STATES 

TREAS NTS
100.06 100,055.86 99.52 99,523.40 3.8 1.6

1.625% Due 04-30-19
Accrued Interest 680.03 0.0

100,055.86 100,203.43 3.8 1.6

GNMA
45,000 GNMA POOL 476724 101.12 1,131.76 108.04 1,209.26 0.0 5.6

6.000% Due 12-15-23
45,000 GNMA POOL 2629M 135.86 827.18 109.03 663.84 0.0 5.5

6.000% Due 08-20-28
60,000 GNMA POOL 2671 112.93 740.73 109.03 715.12 0.0 5.5

6.000% Due 11-20-28
35,556 GNMA POOL 3259 122.59 1,653.82 107.66 1,452.34 0.1 5.1

5.500% Due 07-20-32
63,000 GNMA POOL 3345 107.08 2,807.11 107.49 2,817.82 0.1 4.7

5.000% Due 02-20-33
25,000 GNMA POOL 3359 104.57 1,075.98 107.56 1,106.73 0.0 4.6

5.000% Due 03-20-33
125,702 GNMA POOL 3414 103.42 6,436.78 106.55 6,631.42 0.3 4.7

5.000% Due 07-20-33
40,110 GNMA POOL 3458 102.78 2,695.77 107.53 2,820.25 0.1 4.6

5.000% Due 10-20-33
Accrued Interest 26.66 0.0

17,369.13 17,443.45 0.7 4.8

CASH AND EQUIVALENTS
MONEY MARKET FUND 249,534.98 249,534.98 9.6 0.0

249,534.98 249,534.98 9.6 0.0

CERTIFICATES OF DEPOSIT
250,000 ORIENTAL BANK CD 100.00 250,000.00 99.90 249,755.00 9.6 1.8

1.750% Due 12-17-18
250,000 ALLY BANK CD 100.00 250,000.00 99.91 249,763.25 9.6 1.6

1.600% Due 01-22-19
250,000 WELLS FARGO 

BANK NA CD
100.00 250,000.00 99.93 249,816.00 9.6 1.5

1.500% Due 01-22-19
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PORTFOLIO APPRAISAL
Everett School Employee Benefit Trust

September 30, 2018

Adj Unit Total Adjusted Market Pct. Cur.
Quantity Security Cost Cost Price Value Assets Yield

250,000 CAPITAL ONE BANK 
CD

100.00 250,000.00 99.93 249,829.25 9.6 1.5

1.450% Due 02-04-19
250,000 PARTNERS BANK 

CA CD
100.00 250,000.00 99.43 248,585.25 9.5 1.5

1.500% Due 09-30-19
150,000 GOLDMAN SACHS 

BANK USA CD
100.00 150,000.00 99.43 149,144.70 5.7 2.0

1.950% Due 11-04-19
250,000 BMW BANK OF 

NORTH AMERICA CD
100.00 250,000.00 99.34 248,344.00 9.5 2.0

2.000% Due 11-18-19
250,000 COMENITY CAPITAL 

BANK CD
100.00 250,000.00 98.64 246,605.75 9.4 1.5

1.500% Due 03-18-20
250,000 DISCOVER BANK CD 100.00 250,000.00 98.57 246,431.25 9.4 2.2

2.200% Due 10-21-20
100,000 GOLDMAN SACHS 

BANK USA CD
100.00 100,000.00 97.81 97,810.20 3.7 2.0

2.000% Due 02-03-21
Accrued Interest 8,738.50 0.3

2,250,000.00 2,244,823.15 85.9 1.7

TOTAL PORTFOLIO 2,616,959.96 2,612,005.00 100.0 1.6
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