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Fixed Income Profile 
As of January 31, 2012 
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Relative Weighting in Core Fixed 

• Near term strategy remains focused of an 
overweight to corporate debt and a short 
relative duration position 

• Cash exposures were a significant drag on 
performance given the strong absolute 
returns over the past year 

• More than $2 billion moved out of fixed 
income since the end of August 
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Treasury Yields Remain Range Bound at Historical Lows 
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Higher Rates on the Horizon? 

SOURCE: BLOOMBERG and FEDERAL RESERVE 4 



Fixed Income Credit Markets 
10 Year Spread History 
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Corporate Relative Value and LTIP Allocation by Sector 
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What Lies Ahead for Core Fixed Income? 
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1 Year Parallel Simulation for Core Fixed 
Income  

 The lack of income in the current rate 
environment leaves fixed income 
returns more vulnerable to rate 
increases than in the past 

 Inflationary pressures appear very 
modest in the near term 

 Return expectations over the next five 
years are 2.5% to 4% 
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YTM versus Future 5-Year  Realized Returns 
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US Treasury  Yield changes vs. LTIP Returns 

LTIP Return (right axis) 

10 Yr. UST (left axis) 
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LTIP Performance During Recent Equity Bear Markets 
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• Portfolio volatility remains 
consistent with the market 

• The consistent tracking error range 
will allow for effective risk 
budgeting at the total plan level 

• While near term return 
expectations are modest, the 
exposure to core fixed income still 
offers significant downside 
protection to public equity markets 
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