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North Carolina Short Term Portfolio (STIF)
September 30, 2018

Monthly STIF Rate History
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Portfolio Characteristics Month ending 9/30/18

Current Net Cash Return
Effective Duration

Average Maturity (Yrs)

Average Credit Rating (Moody’s)

Average Price

Average Coupon

1.76%
1.21
1.5
AAA
99.62
1.53%
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Short Term Portfolio (STIF) Rate History
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$22.2 Billion AUM as of September 30, 2018
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Investment Grade Fixed Income Profile

As of September 30, 2018
Allocation Relative Weighting in Core Fixed
11.0%
Govt —
2.7% 1
Corp N 0.2%
m IG Core Fixed Mtge B 1o
m |G Cash (STIF) i
Cash H 1.5%

-5.0% -3.0% -1.0% 1.0% 3.0% 5.0%
+/- Weighting vs. Benchmark

Return Summary 6.0%
6.0% >3% 1o w28 ¢ We maintain a short duration position
2.0% relative to the benchmark 7.7 vs 8.7 in
2.8% 3.0% Core Fixed Income

2.0% L7% 1 6% . . .

II II I * The short relative duration position has
0.0% allowed the portfolio to outperform
o 7% '0'9%11.3%_1 o the benchmark during the rate back up

Qtr e 3vr 5Yr 10 Yr ITD by 50 bps for 2018 CYTD.

B |G Fixed Income  ®1G Benchmark * 4
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Core Fixed Income Long Term Portfolio (LTIP)
September 30, 2018

LTIP Allocation Corporate Allocation by Quality
us High Yield AAA
Treasury 2.7% .
& Us
Agency
27.3%

Mortgage
36.0%

BEE
36.3%

Corporate

35.2%
[ex cash)
Yield to Maturity 3.70%
Duration 7.6
Average Maturity (Yrs) 10.5
Average Credit Rating AA
Average Coupon 4.00%

* BOAML Custom Fixed Income Benchmark
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10 year and 30 Year UST Yield History

GT10 Govt 95 Compare 96 Actions ~ 97 Edit ~

01,/02/2018)= 10/13/2013=M Yid Cnwv - Mowv Avgs Key EFvents K
i 30 1M o6M  ¥ID 1Y 5Y Max Daily W | Table

<< Chart Content

Yield Chart

# Mid Yield To Conwvention 3.198
T High on 10/05/18 3.234
- Awverage 2.888

1 Low on 01/03/18 A48 |

OO0

Jan

Mar Apr Jul

N

GT30 Govt 95) Compare 96) Actions -~ 97y EAit -~

O1L,/,02,/,2013= 10,/13/,2013 =M ¥Yld Cnw - Mow Awvas Kew Events Kl
1D 3D am SMM Y TD 1Y = Maxc Daily W ===

. Chart Content
# Mid vield To Convention 3.366
T High on 10/05/18 3.405
= mrerage 3078 | -
1l Low on 01/03/18 2.786

Mar Apr Maw Jun Jul Aug Sep Oct
2018

Source: Bloomberg
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Yield Curve Movement in 2018

US Treasury Actives Curve Balea(lsIRaT I F-1s] (=N 2o lo gy SR ANEN-T=1 1 {5 [s IRZ Graph Curves

X-Axis Tenor GVl Ak YTM + Currency [hE)- PCS B IS e ElgdHistory Chart

12/31/17 |[=BE10/18/18 [=EE:CETRA=E K11 VI LV s S 11iY « Curves & Relative Value

| ® 125 US Treasury Actives Curve 10/18/18 Ask YTM
#.125 US Treasury Actives Curve 12/31/17 Ask YTM

- Change
1125 Ask YTM- (10/18/18-12/31/17)

15Y
Tenor

Source: Bloomberg 7
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Fixed Income Credit Markets
10 Year Spread History

——High Yield
—I1G Corp
—US Agency

0
Dec-13 Jun-14 Dec-14 Jun-15 Dec-15 Jun-16 Dec-16 Jun-17 Dec-17 Jun-18

SOURCE: BofA Merrill Lynch, used with permission. See disclaimer on last page.
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Corporate Relative Value and LTIP Allocation by Sector

As of 9/30/18
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SOURCE: BofA Merrill Lynch, used with permission. See disclaimer on last page.
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FOMC Projections

Economic projections of Federal Reserve Board members and Federal Reserve Bank presidents under

their individual assessments of projected appropriate monetary policy, September 2018
Advance release of table 1 of the Summary of Feonomic Projections to be released with the FOMC minutes

Percent
Median' Central tendency? Range?
Variable 2018 | 2019 | 2020 | 2021 | Tonger, 2018 | 2019 | 2020 | 2021 | Longer | 2018 | 2009 | 2020 | 2021 | Longer
run run rin
Change in real GDP 31 25 20 18 18 [30-32 24-27 18-21 16-20 18-20|29-32 21-28 1.7-24 15-21'17-21
June projection 28 24 20 na o 18 |27 30 22 26 18 20 npa 018 20025 30 21 27 15 22 na 17 2]

Unemployment rate 37 35 35 37 45 37 34-36 34-38 35-4043-46(37-38 34-38 33-40 34-42:40-46
June projection 36 35 35 na 45 |36 37 34 35 34 37 na 43 46(35 38 33 38 33 40 na 41 AT

PCE inflation 21 20 21 21 20 [20-21 20-21 21-22 20-22: 20 |19-22 20-23 20-22 20-23: 20
June projection 21 21 21 na . 20 20 21 20 22 21 22 na . 20 120 22 19 23 20 23  na . 20
Core PCE inflation® 20 21 21 21 1.9-20 20-21 21-22 20-22, 19-20 20-23 20-22 20-23.
June projection 20 21 21 na 1.9-20 20-22 21-22 na 19-21 20-23 20-23 na
Memao: Projected : :
appropriate policy path |

Federal funds rate 24 31 M H.rli 30 121 24 29 34 31 16 29 E.HEE.H 3002124 21 36 21 39 2] d.li?.ﬁ 3.5
June projection 24 31 34 na o 29 |21-24 29-34 31-36 nao (28-30(19-26 19-36 19-41 na 23-35

SOURCE: FEDERAL RESERVE 10
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Fed Dot Plot

BE Fed Spectrometer » Compare with None Previous Custom pPAgEyPIY, l

FOMC Members' Dot Projections for meeting date 09/26/2018 L2 ‘
® FOMC Members' Dot Projections for meeting date 12/13/2017
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Modest Rate Increases Expected in the Near Term

Rate Market Yid Q4 18 Q119 Q219 Q319 Q4 19 Q120 Q220 Q3 20

United States
US 30-Year
US 10-Year
US 5-Year

US 2-Year

US 3-Month Libor

Fed Funds Rate - Upper Bound
Fed Funds Rate - Lower Bound

3.32
3.09
2.92
2.81
2.51
2.25
2.00

3.35
3.17
2.95
2.89
2.61
2.50
2.23

3.43
3.26
3.05
3.02
2.79
2.70
2.45

3.51
3.33
3.14
3.13
2.96
2.90
2.66

3.56
3.36
3.20
3.21
3.10
3.05
2.80

3.64
3.41
3.26
3.26
3.17
3.10
2.85

3.70
3.44
3.32
3.31
3.24
3.05
2.81

3.75
3.48
3.30
3.33
3.24
3.05
2.81

3.77
3.50
3.32
3.34
3.26
3.05
2.81

2 Year - 10 Year Spread

USGGBEOS Index
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97) Edit ~
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Table << i Chart Content
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YTD 1¥ 5Y Max Daily ¥ |~ L

Yield Chart

M Last Price
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- Awverage 1.7469

T 1.8879
1l Low on 02/09/16 0.9481
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Source: Bloomberg
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Fixed Income Return Expectations

1 Year Core Fixed Income Return Simulation (Parallel Shift) as of 10/31/18

10

7.61
5.81
4.03
IO
| "B | B |
"1

4 '2-74

Return %

-50 bp -25 bp no change +25 bp +50 bp +75 bp +100 bp

Source: BondEdge M Total Return M Income Return M Price Return

* Expectations are for rates to rise modestly in 2019

* Inflation concerns are moderate, but wage inflation has finally crept higher in
the latest releases

* Return expectations over the next five years have risen to 3% - 5% on the

backup in rates =
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3.40

1 Change -
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Source: Bloomberg 3ov

Core Fixed Income Returns as of October 31, 2018

0.00%
-1.00% -

'1.20% '1.38%

-2.00%

-3.00%

B |G Fixed Income
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-5.00% 14
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Value Added to the Plan through Excess Return to the

Benchmark in Core Fixed Income
As of September 30, 2018

$2,000,000,000 /\/\/\VA-AVJ/_M
$1,500,000,000 A
$1,000,000,000
$500,000,000
$0 N~ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ | |
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DEPARTMENT OF STATE TREASURER

Disclaimer

BOFA MERRILL LYNCH IS LICENSING THE BOFA MERRILL LYNCH INDICES “AS IS,” MAKES NO WARRANTIES REGARDING SAME, DOES NOT GUARANTEE THE

SUITABILITY, QUALITY, ACCURACY, TIMELINESS, AND/OR COMPLETENESS OF THE BOFAML INDICES OR ANY DATA INCLUDED IN, RELATED TO, OR DERIVED
THEREFROM, ASSUMES NO LIABILITY IN CONNECTION WITH THEIR USE, AND DOES NOT SPONSOR, ENDORSE, OR RECOMMEND THE DEPARTMENT OF

STATE TREASURER, OR ANY OF ITS PRODUCTS OR SERVICES.
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