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Western manages a customized portfolio for PERSI, which falls outside of their traditional product offerings. While the
product is called, "Core Full Discretion" (one of their traditional products), Western has the flexibility to invest in global
inflation-linked bonds and to take bigger bets where they see the opportunity. As such, this portfolio is more volatile than
the traditional underlying product. This global mandate allows Western to hold foreign, non-dollar denominated
securities, take currency positions, and enter into futures, options and swaps contracts.

Performance Review:  The portfolio outperformed its benchmark in August. The portfolio returned  -0.57% 
while its benchmark, the Bloomberg Barclays U.S. Aggregate Bond Index, returned -0.81%.
Outlook Summary: COVID-19 cases continued to rise in the US; however, the worsening news about the 
spread of the virus was met with a number of positive progress updates regarding vaccine development. An 
increasing probability that a vaccine may be ready by as early as the end of this year, coupled with additional 
policy accommodation abroad and data releases that were either positive or at least in line with expectations, 
further fueled a rally in risk assets over the month. 
Globally, policy continued to be exceedingly accommodative. In Europe, the European Central Bank unveiled a 
groundbreaking new fiscal stimulus package, featuring a €750 billion fund and a €1.074 trillion seven-year 
budget to aid the recovery and revive growth. The deal included provisions for bonds that would be the 
obligation of the European Union collectively (as opposed to individual countries) and grants to poorer 
member nations hit hardest by the pandemic. In the US, the Federal Reserve (Fed) changed very little in its 
official statement following its late July meeting, maintaining its extraordinarily accommodative stance. 
Following the Federal Open Market Committee meeting, the Fed kept rates on hold, pledged to use its “full 
range of tools” to support the economy, and cautioned that “the path of the economy will depend 
significantly on the course of the virus.” With respect to fiscal stimulus in the US, negotiations were ongoing 
between Republicans and Democrats on another round of stimulus, with the market pricing in a new deal 
eventually being confirmed, though certain terms remain up for debate. The previous round of stimulus, 
which included extended weekly unemployment benefits, expired at the end of July.
The 2Q20 US GDP release showed -32.9% on an annualized basis and was largely in line with market 
expectations, so it had limited impact on sentiment. Weekly US jobless claims during the month continued to 
top one million per week, but the market appeared to push past these numbers and focus on improvements 
in business activity and retail sales. Though July was an overall positive month for sentiment, potential 
headwinds arose in the form of rising geopolitical tensions between the US and China. Rhetoric between the 
two nations escalated throughout the month, culminating in the Trump administration’s decision at month-
end to close down the Chinese consulate in Houston. China retaliated by ordering the US to close its consulate 
in Chengdu.
During July, risk assets continued their rally. The S&P 500 rose 5.5% and credit spreads tightened, especially 
for high-yield. Structured product spreads were mixed as lower-rated tranches underperformed. USD-
denominated emerging market (EM) bond spreads tightened and local EM yields fell. US Treasury (UST) yields 
fell across the curve and the long end outperformed with the curve flattening. The yield on the 10-year UST 
ended the month at 0.55% (from 0.66% in June). WTI oil rose $1.00/barrel (+2.6%) to $40.27 and the US dollar 
generally weakened versus most developed market (DM) and EM currencies.
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Western Min Max Compliance
C.  Weighted average duration including futures positions 7.56 -30.00 30.00 ok

      a. Non-dollar denominated securities 0% 40% ok
          Un-hedged non-dollar denominated securities 0% 20% ok
      b. U.S. securities rated below investment grade (BIG) 0% 40% ok
      c. Non-dollar, Non-U.S. securities rated BIG 0% 20% ok
      d. Non-dollar denominated+emerging mkt+high yield 0% 50% ok

      a. Guaranteed by US gov, agencies, gov-sponsored corp or G-7 0% 100% ok
      b. Other national governments - limit per issuer 0% 10% ok
      c. Private MBS/ABS  - limit per issuer 0% 10% ok
          If collateral is credit-independent of issuer & security's
          credit enhancement is generated internally - limit per issuer
      d. Obligations of other issuers subject to per issuer limit 0% 5% ok

      No more than 40% of portfolio below Baa3 or BBB-/A2 or P2 0% 40% ok

       Original futures margin and options premiums, exclusive of
       any in-the-money portion of the premiums

76% 100% 200% check

Gained: Number of Accounts: 10 Total Market Value ($m):
Lost: Number of Accounts: 9 Total Market Value ($m):

Reason(s):

Western Asset Management- Core Full Discretion
Global Fixed:  Barclays Aggregate Benchmark

Portfolio Guideline Compliance August

Portfolio Guideline:

C4 (2):  Sector Allocation

C4 (3):  Issuer

0% 25% ok

C4 (5):  Credit

C4 (7):  Derivatives

0% 5% ok
F2.  Annual Turnover
The portfolio is in compliance with all other aspects of the Portfolio Guidelines

Manager Explanations for Deviations from Portfolio Guidelines
F2. Annual Turnover: The transactions were the intent of the portfolio manager and the account is in line with 

strategy’s expected turnover

581.1                    $        
858.5                    $        

Strategic liquidation

Organizational/Personnel Changes
N/A

Account Turnover

Yes No
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