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PALM BEACH COUNTY SCHOOL DISTRICT, FL

For the Quarter Ended September 30, 2020
Market Update

Markets Face Many Uncertainties Moving into the Fourth Quarter

® Coronavirus

* Spread during colder months and flu season

» Development of vaccines
* Impact on economic recovery
® Markets
* Valuations of bonds and equities
* Further fiscal stimulus
* Fed policies
@ Presidential election
* Priorities of government spending
* Tax law changes
* Foreign and trade policies

e Future of ACA
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PALM BEACH COUNTY SCHOOL DISTRICT, FL

For the Quarter Ended September 30, 2020
Market Update

Achieving Pre-Pandemic Employment Levels May Be Challenging

Unemployment Rate
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Source: Bloomberg, as of 9/30/2020. Data is seasonally adjusted. Source (quote): Department of Labor.
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PALM BEACH COUNTY SCHOOL DISTRICT, FL

For the Quarter Ended September 30, 2020
Market Update

Economic Indicators Show Resilience, But Future Improvement May Slow

Personal Spending (MoM%)
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Source: Bloomberg, latest available data as of 10/2/2020.
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For the Quarter Ended September 30, 2020
PALM BEACH COUNTY SCHOOL DISTRICT, FL Market Update

The Fed’s Updated Economic Projections Pull Improvement Forward

Change in Real GDP Unemployment Rate
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Source: Federal Reserve, economic projections as of June and September 2020.
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For the Quarter Ended September 30, 2020
PALM BEACH COUNTY SCHOOL DISTRICT, FL Market Update

Federal Reserve’s New Inflation Policy Means Rates May Be Lower for Longer

“...the Committee seeks to achieve inflation that averages 2 percent over time... following
periods when inflation has been running persistently below 2 percent, appropriate monetary
policy will likely aim to achieve inflation moderately above 2 percent for some time.”

Inflation
3,00 —Core PCE (YoY) Effective Fed Funds Rate
. 0
2.5%
Fed’s 2% Inflation target
200 = = = = = - - - - e e e =M AtV e . e e . . e . ., .., .. _.e . —-—-—-—--
1.5%
1.0%
Fed Fund Futures show zero
0.5% rates through 2023
0.0%
Jul-15 Jul-16 Jul-17 Jul-18 Jul-19 Jul-20 Jul-21 Jul-22 Jul-23

Source: Federal Reserve, as of 8/27/2020 (quote); Bloomberg, as of 10/02/2020 (chart). Fed Funds Futures projections as of 10/05/2020.
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For the Quarter Ended September 30, 2020
PALM BEACH COUNTY SCHOOL DISTRICT, FL Market Update

Interest Rates Remain Stable Near Historic Lows

US Treasury Yield Curve 3-Year Treasury Yield
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Source: Bloomberg as of 10/02/2020.
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For the Quarter Ended September 30, 2020

PALM BEACH COUNTY SCHOOL DISTRICT, FL Market Update

Yield Spreads Narrow Further in Q3

1-5 Year Indices

Federal Agency Yield Spreads Mortgage-Backed Securities Yield Spreads
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Source: ICE BofAML 1-5 year Indices via Bloomberg, MarketAxess and PFM as of 10/02/2020. Spreads on ABS and MBS are option-adjusted spreads of 0-5 year indices based on weighted average life;
spreads on agencies are relative to comparable maturity Treasuries. CMBS is Commercial Mortgage-Backed Securities.
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For the Quarter Ended September 30, 2020

PALM BEACH COUNTY SCHOOL DISTRICT, FL Market Update

Credit Sectors Outperform in the Third Quarter
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Source: Bloomberg, as of 9/30/2020.
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For the Quarter Ended September 30, 2020

PALM BEACH COUNTY SCHOOL DISTRICT, FL Market Update

Equity Market Reaches New High Before Pullback

S&P 500 Price Change S&P 500 YTD Sector Performance
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Source: Bloomberg, as of 10/02/2020.
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For the Quarter Ended September 30, 2020
PALM BEACH COUNTY SCHOOL DISTRICT, FL Market Update

Fixed-Income Sector Outlook — October 2020

Sector Our Investment Preferences Comments

COMMERCIAL PAPER - ® --

Front end credit spreads are close to historic tights; however, investor appetite

/| CD remains strong; selectively add exposure.
TREASURIES » T-Bills remain attractive relative to other short-term options. Renewed fiscal stimulus
) -- may result in elevated supply and drive the continued value in this sector.
T-Bill » Treasury yields decreased over the month as Treasury volatility fell. Uncertainty
‘ -- around the path of the virus, additional fiscal support and the November elections
T-Note have offset the record level of treasury coupon issuance in moving yields lower.
FEDERAL AGENCIES + Agency spreads remained mostly range bound over the month. Current valuations
I ® -- remain attractive in the 3- and 5-year area, which have benefited the most from
Bullets supply, and should continued to be targeted.
callables -- * Callable spreads tightened and new-issue coupons continued to fall as Treasury
¢ volatility hit a record low. Value remains on a structure-by-structure basis.

Supranational spreads softened across the curve in response to robust issuance,
which is expected to slow given annual funding targets are nearly met. New issue
opportunities should continue to be evaluated.

SUPRANATIONALS

We remain cautious with valuations on high-quality corporate bonds near record

tight levels while fundamentals remain highly uncertain. New issue supply will likely
-- decline after the record pace seen so far this year, a positive factor for the sector.
» The Fed’s unprecedented support should help anchor spreads, but we have
-- concerns around consumer finances and corporate balance sheets. Another surge
in COVID-19 cases, rising geopolitical tensions and the Presidential election could
be catalysts for another spike in volatility.

CORPORATES
Financials

Industrials

SECURITIZED
Asset-Backed

Agency Mortgage-Backed
Agency CMBS

ABS vyield spreads tightened even as the sector experienced an elevated level of
-- issuance in September. Credit enhancements on some new issue auto ABS deals
have increased in response to concerns regarding consumer stress.
-- « The Fed continues “to support the smooth functioning” of the MBS market through
its ongoing purchase program. However, spreads are narrow, and prepayments will
-- stay elevated over the near-term as refinancings remain robust.
Agency CMBS spreads moved slightly wider in September and remain above
historical averages as concerns regarding the ability of renters to pay remain.
» Taxable supply continues to come to market while spreads continue to tighten due
‘n- to increased investor demand. We remain focused on the largest issuers while
exercising caution on many sub-sectors given the fiscal impact from COVID-19.

- Nsé'g’a'm/ye Neutral -- @ Current outlook Outlook one quarter ago

O
o7

MUNICIPALS

PFM Asset Management LLC Page 13 of 63



Tab I

PFM Asset Management LLC Page 14 of 63



For the Quarter Ended September 30, 2020
PALM BEACH COUNTY SCHOOL DISTRICT, FL Executive Summary

@ The Investment Portfolio is of high credit quality and invested in U.S. Treasury, federal agency/GSE, corporate note, and
municipal securities.

@ The Investment Portfolio’s quarterly total return performance of 0.20% outperformed the benchmark performance of 0.10%
by 0.10%. For the last 12 months the Portfolio returned 3.61% versus the benchmark’s return of 3.58%.

® The effects of the coronavirus continued to ripple through global economies and financial markets during Q3:

o Global health crisis — Coronavirus restrictions were gradually eased throughout the U.S. but were followed by
regional hot spots of infection, reminding people of how long the virus may linger.

0 Economic shutdown — U.S. second quarter GDP plunged by a record annualized rate of 31.7%. For context,
GDP fell by 8.4% during the height of the 2008 financial crisis. However, other economic indicators were
surprisingly strong and recovered at a faster pace than originally expected, leading various economists to pull
forward the expected timeframe for recovery. The labor market has rebounded off its lows, but with the
unemployment rate still near 8%, the jobs landscape remains a significant headwind to a more robust and
sustained recovery.

o Financial markets — The Federal Reserve (Fed) continued to play a large role in supporting financial market
stability. The central bank re-affirmed its ongoing support of many bond market sectors through its continuing
purchase and liquidity programs, and it extended the expiration date of many of its lending facilities. The Fed also
extended its forward guidance regarding zero short-term interest rates through 2023.

® The U.S. Treasury yield curve remained relatively unchanged over the quarter, with all maturities ending the quarter within
0.05% of where they began. Yields on shorter-term maturities drifted lower as the lack of new fiscal stimulus resulted in
lighter Treasury debt issuance. Longer-dated yields inched only slightly higher, nudged primarily by the Fed’s new inflation
targeting policy. As a result, Treasury index returns were muted for the quarter.

® The U.S. and global economic recoveries have been stronger than expected. In the U.S., however, the pace of recovery
appears to be slowing. Getting back to pre-pandemic growth and employment levels will likely be challenging.

@ Considering the economic uncertainties that remain, we plan on structuring portfolios to have neutral durations relative to
their respective benchmarks.
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For the Quarter Ended September 30, 2020
PALM BEACH COUNTY SCHOOL DISTRICT, FL Asset Allocation

Corporate Notes . 3.25%
Demand Deposit Bank Accounts - 5.34%

Federal Agency . 2.38%

Florida Prime (SBA) [N 16.65%
Intergovernmental Pools _ 24.09%

Municipals | 0.30%

United States Treasury Securities - 6.50%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Amortized Cost Allocation Permitted by

Security Type (Includes Interest) Percentage Policy In Compliance
Bankers’ Acceptances - - 35% Yes
Certificates of Deposit and Savings Accounts - - 25% Yes
Commercial Paper - - 50% Yes
Corporate Notes 22,319,319.06 3.25% 30% Yes
Demand Deposit Bank Accounts 36,672,150.42 5.34% 100% Yes
Federal Agency 16,367,541.06 2.38% 50% Yes
Florida Prime (SBA) 114,298,624.92 16.65% 25% Yes
Intergovernmental Pools 165,337,231.09 24.09% 50% Yes
Federal Agency MBS/CMO - - 20% Yes
Money Market Funds 284,711,093.65 41.48% 75% Yes
Municipals 2,034,413.03 0.30% 20% Yes
Repurchase Agreements - - 50% Yes
United States Treasury Securities 44,604,826.63 6.50% 100% Yes
Total 686,345,199.86 100.00%

End of month trade-date amortized cost of portfolio holdings, including accrued interest.
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For the Quarter Ended September 30, 2020

PALM BEACH COUNTY SCHOOL DISTRICT, FL Asset Allocation
Amortized Cost Allocation Permitted by In
Sector Individual Issuer Breakdown (Includes Interest) Percentage Policy Compliance
CORPORATE NOTE AMERICAN EXPRESS CREDIT 455,471.40 0.07% 5% Yes
CORPORATE NOTE AMERICAN HONDA FINANCE 862,131.26 0.13% 5% Yes
CORPORATE NOTE APPLE INC 782,248.71 0.11% 5% Yes
CORPORATE NOTE BRANCH BANKING & TRUST 912,189.45 0.13% 5% Yes
CORPORATE NOTE CHEVRON CORP 290,901.05 0.04% 5% Yes
CORPORATE NOTE CITIGROUP INC 426,522.60 0.06% 5% Yes
CORPORATE NOTE GOLDMAN SACHS GROUP INC 400,437.73 0.06% 5% Yes
CORPORATE NOTE MORGAN STANLEY 837,187.47 0.12% 5% Yes
CORPORATE NOTE TOYOTA MOTOR CREDIT CORP 1,102,853.75 0.16% 5% Yes
CORPORATE NOTE WELLS FARGO BANK NA 718,532.19 0.10% 5% Yes
CORPORATE NOTE JOHN DEERE CAPITAL CORP 762,830.75 0.11% 5% Yes
CORPORATE NOTE IBM CORP 812,251.66 0.12% 5% Yes
CORPORATE NOTE JPMORGAN CHASE & CO 795,435.62 0.12% 5% Yes
CORPORATE NOTE CHARLES SCHWAB CORP 308,577.57 0.04% 5% Yes
CORPORATE NOTE STATE STREET CORPORATION 225,011.73 0.03% 5% Yes
CORPORATE NOTE US BANK NA CINCINNATI 1,234,049.06 0.18% 5% Yes
CORPORATE NOTE BANK OF AMERICA CORP 1,043,371.35 0.15% 5% Yes
CORPORATE NOTE UNILEVER CAPITAL CORP 349,897.09 0.05% 5% Yes
CORPORATE NOTE 3M COMPANY 360,536.88 0.05% 5% Yes
CORPORATE NOTE HOME DEPOT INC 402,148.53 0.06% 5% Yes
CORPORATE NOTE WALT DISNEY COMPANY/THE 119,997.92 0.02% 5% Yes
CORPORATE NOTE PACCAR FINANCIAL CORP 583,647.75 0.09% 5% Yes
CORPORATE NOTE CATERPILLAR FINANCIAL SERVICES CORP 605,761.44 0.09% 5% Yes
CORPORATE NOTE AMAZON.COM INC 425,027.43 0.06% 5% Yes
CORPORATE NOTE WAL-MART STORES INC 963,055.66 0.14% 5% Yes
CORPORATE NOTE MELLON BANK 201,754.35 0.03% 5% Yes
CORPORATE NOTE JOHNSON & JOHNSON 398,246.62 0.06% 5% Yes
CORPORATE NOTE UNITED PARCEL SERVICE 430,058.52 0.06% 5% Yes
CORPORATE NOTE HERSHEY COMPANY 477,611.45 0.07% 5% Yes
CORPORATE NOTE MERCK & CO INC 497,580.09 0.07% 5% Yes
CORPORATE NOTE PFIZER INC 360,363.57 0.05% 5% Yes
CORPORATE NOTE NATIONAL RURAL UTIL COOP 611,157.32 0.09% 5% Yes
CORPORATE NOTE BOEING CO 140,534.34 0.02% 5% Yes
CORPORATE NOTE HONEYWELL INTERNATIONAL 490,454.21 0.07% 5% Yes
CORPORATE NOTE PEPSICO INC 426,207.11 0.06% 5% Yes
CORPORATE NOTE EXXON MOBIL CORP 123,547.02 0.02% 5% Yes
CORPORATE NOTE BANK OF NY MELLON CORP 579,591.10 0.08% 5% Yes
CORPORATE NOTE BURLINGTN NORTH SANTA FE 177,261.26 0.03% 5% Yes
CORPORATE NOTE EXXON MOBIL CORPORATION 250,594.38 0.04% 5% Yes
CORPORATE NOTE ORACLE CORP 346,492.57 0.05% 5% Yes
CORPORATE NOTE NORTHERN TRUST COMPANY 328,701.41 0.05% 5% Yes

PFM Asset Management LLC

Page 17 of 63



For the Quarter Ended September 30, 2020

PALM BEACH COUNTY SCHOOL DISTRICT, FL Asset Allocation
Amortized Cost Allocation Permitted by In

Sector Individual Issuer Breakdown (Includes Interest) Percentage Policy Compliance
CORPORATE NOTE MUFG UNION BANK NA 603,920.00 0.09% 5% Yes
CORPORATE NOTE ADOBE INC 95,167.69 0.01% 5% Yes
US TSY BOND/NOTE UNITED STATES TREASURY 44,604,826.63 6.50% 100% Yes
MUNI BOND/NOTE HONOLULU HI 340,985.43 0.05% 20% Yes
MUNI BOND/NOTE TAMPA WTR & WSTWTR SYS, FL TXBL REV BNDS 275,217.35 0.04% 20% Yes
MUNI BOND/NOTE PORT AUTHORITY OF NY/NJ 477,460.00 0.07% 20% Yes
MUNI BOND/NOTE MINNESOTA ST 525,605.35 0.08% 20% Yes
MUNI BOND/NOTE FLORIDA ST BRD OF ADMIN FIN CO 215,112.70 0.03% 20% Yes
MUNI BOND/NOTE OREGON ST DEPT OF TRANSPRTN HI 200,032.20 0.03% 20% Yes
FED AGY BOND/NOTE FANNIE MAE 4,311,416.44 0.63% 25% Yes
FED AGY BOND/NOTE FEDERAL HOME LOAN BANKS 850,542.72 0.12% 25% Yes
FED AGY BOND/NOTE FREDDIE MAC 11,205,581.90 1.63% 25% Yes
DEMAND DEPOSIT BANK ACCOUNT  CASH WELLS FARGO 14,455,557.52 2.11% 100% Yes
DEMAND DEPOSIT BANK ACCOUNT  CASH BOA 444,443.16 0.06% 100% Yes
FLORIDA PRIME (SBA) SBA 114,298,624.92 16.65% 25% Yes
DEMAND DEPOSIT BANK ACCOUNT  CASH IN SCHOOLS ACCOUNTS 21,624,101.28 3.15% 100% Yes
DEMAND DEPOSIT BANK ACCOUNT CASH TD BANK 148,048.46 0.02% 100% Yes
MNY MKT/MUTUAL FND GOLDMAN FS 94,852,924.16 13.82% 100% Yes
MNY MKT/MUTUAL FND JP MORGAN 94,856,205.64 13.82% 100% Yes
MNY MKT/MUTUAL FND STATE ST 94,853,899.18 13.82% 100% Yes
MNY MKT/MUTUAL FND CASH BALANCE 148,064.67 0.02% 100% Yes
INTERGOVERNMENTAL POOLS FL PALM 165,337,231.09 24.09% 25% Yes
Total 686,345,199.86 100.00%

End of month trade-date amortized cost of portfolio holdings, including accrued interest.
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PALM BEACH CNTY FL S/D

For the Quarter Ended September 30, 2020

Portfolio Snapshot

Portfolio Statistics

As of September 30, 2020

Par Value:
Total Market Value:

Security Market Value:
Accrued Interest:
Cash:

Amortized Cost:

Yield at Market:
Yield at Cost:
Effective Duration:
Average Maturity:

Average Credit: *

$85,005,000
$87,058,412
$86,588,111
$322,253
$148,048
$85,003,847
0.26%

1.63%

1.75 Years
1.78 Years

AA

Credit Quality (S&P Ratings)

Sector Allocation

A Corporate
Not Rated 7.6% 26.2%
0.4% A-
BBB+ 4.9%
BBB- 5.0%
0.2% AA
AAA 2.2%
1.6% AA-
2.5%
U.S.
Treasury 2.4%
72”‘2;' 52.4%
. 0
Maturity Distribution
50% 46.9%
40% 38.5%
30%
20%
13.5%
10%
0.8% 0.3% 0.0%
0% ()
0-1Year 1-2Years 2-3Years 3-4Years 4-5Years >5Years

* An average of each securityis credit rating assigned a numeric value and adjusted for its relative weighting in the portfolio.
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