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Bay County VEBA

90477Account Statement - at 9/30/2015

Allocation

Actual

Actual Target Diff

 99.4%  100.0% (-0.6%)Fixed Income

 0.6%  0.0% +0.6% Cash

QTD

-3

 118,100

$16,104,802

Net additions and disbursements

Investment income

Portfolio appreciation / depreciation

Beginning market value

 88,200

$16,311,099Ending market value

Portfolio Summary
6/30/15 - 9/30/15

 704,519

 332,724

$15,309,249

-35,393

YTD

$16,311,099

12/31/14 - 9/30/15

Performance 
(2/7/2012)*

YTD 1 yr 2 yr 3 yr ITDQTD

 1.29%  1.91%  3.67%  3.93%  2.18%  2.75%Fixed Income  
 1.23%  1.13%  2.93%  3.44%  1.71%  2.30%BC Aggregate  

Periods greater than 1 year are annualized

* Performance Start Date Page 1



Fixed Income Portfolio Characteristics - at 9/30/2015

Bay County VEBA

Bay County VEBA

Benchmark Comparisons

 5.44

-0.32

Effective Duration

Average Convexity

yrs.

 6.92

 2.50

 3.04

Aa2

yrs.

%

%

Average Maturity

Yield to Maturity

Average Coupon

Average Quality

BC Aggregate
Variance

 0.02

 5.60 -0.17yrs. yrs.

-0.34

 7.34

 2.22

 3.19

Aa2

yrs.

%

%

-0.41

yrs.

 0.28 %

-0.15 %

N/A

Top 10 Largest Holdings (Active Exposures) Coupon Maturity Sector % of Portfolio

FEDERAL NTL MTG ASSN  2.350 04/28/2028 US Agencies  2.61

FEDERAL FARM CR BKS  2.950 07/13/2023 US Agencies  2.19

FEDERAL FARM CR BKS  3.170 07/21/2025 US Agencies  2.01

FEDERAL HOME LN MTG  5.625 11/23/2035 US Agencies  1.95

FEDERAL FARM CR BKS  3.040 10/22/2024 US Agencies  1.89

GE CAPTL BK 33778 CD  1.750 05/04/2017 US Agencies  1.53

AMERICAN EXPRESS CEN  2.350 10/07/2020 US Agencies  1.53

BMW BK USA 35141 CD  2.000 11/29/2018 US Agencies  1.52

COMPASS BK 19048 CD  1.900 11/06/2018 US Agencies  1.52

CIT BANK 33575 CD  2.100 07/25/2019 US Agencies  1.52

3.36

37.07

3.20

40.11

4.47

0%

60%

30%

15%

45%

9.84

27.71

1.64
3.55

1.93 2.31
0.57

33.75

24.05

1.61

4.20

0.62

BC Aggregate

Bay County VEBA

US Treasury TIPS Agencies MBS CMO CMBS ABS Corporates Non-Corporate 
/ Other

Cash

Sector Allocation

Term Structure

60%

45%

30%

15%

0%

BC Aggregate

Bay County VEBA

0 - 1 Years 1 - 3 Years 3 - 5 Years 5 - 7 Years 7 - 10 Years 10 - 20 Years 20 + Years
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Aggregate Fixed Income, Gross of Fees

Performance Attribution – at September 30, 2015

The above information is supplemental and complements the composite disclosure presentation at the end of this document, which includes net-of-fee returns for all periods presented. For additional information, contact C. S. McKee at 412-566-1234.

3rd Qtr. YTD
2015 2015 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999

CS McKee Aggregate 1.23 1.69 5.76 -1.73 5.09 8.62 7.05 8.73 7.17 7.61 5.07 3.56 4.74 4.42 10.33 8.92 11.58 -0.53
Barclays Aggregate Index 1.23 1.13 5.97 -2.02 4.22 7.84 6.54 5.93 5.24 6.97 4.33 2.43 4.34 4.10 10.26 8.44 11.63 -0.82

Value-Added Return 0.00 0.56 -0.21 0.29 0.87 0.78 0.51 2.80 1.93 0.64 0.74 1.13 0.40 0.32 0.07 0.48 -0.05 0.29

Relative Performance Breakdown

Duration Decision -0.080 -0.120 -0.655 0.310 -0.355 -1.065 -0.080 -0.340 0.060 -0.240 0.160 0.015 -0.120 0.020 -0.440 0.030 -0.06 -0.07

Yield Curve Decision -0.020 -0.020 0.055 -0.070 -0.020 0.155 0.090 0.090 -0.260 -0.110 0.010 0.165 0.080 0.130 -0.280 -0.060 0.03 -0.01

Sector Allocation Decision 0.005 0.020 -0.010 0.050 0.840 0.110 -0.170 1.220 1.800 0.520 -0.040 0.250 -0.350 -0.280 0.290 0.450 -0.340 0.330
     US Agency Debt 0.015 0.030 0.125 -0.040 0.230 0.060 0.240 0.390 -0.220 -0.280 0.405 0.100 0.270 0.050 0.020 -0.060 -0.04 0.03
     US Agency MBS/CMO 0.030 0.095 -0.100 -0.225 -0.155 0.170 -0.650 -1.660 1.015 0.530 -0.350 0.095 -0.475 -0.040 0.200 0.370 -0.05 0.10

     Corporate Bonds -0.140 -0.210 -0.050 0.330 0.645 -0.190 0.100 1.930 0.370 0.000 -0.050 0.065 -0.070 -0.180 0.090 0.150 -0.25 0.20
     Other Government Bonds 0.105 0.105 -0.025 -0.030 -0.230 0.085

     ABS 0.000 0.005 0.000 -0.005 0.015 0.000 0.000 -0.080 0.135 0.060 -0.010 0.000 -0.015 -0.020 0.000 0.000 0.00 0.00
     CMBS -0.005 -0.005 0.040 0.020 0.335 -0.015 0.140 0.640 0.500 0.210 -0.035 -0.010 -0.060 -0.090 -0.020 -0.010 0.00 0.00

Security Selection Decision 0.095 0.680 0.400 0.000 0.405 1.580 0.670 1.830 0.330 0.470 0.610 0.700 0.790 0.450 0.500 0.060 0.320 0.040
     US Treasury (US TIPS) -0.120 -0.070 0.005 -0.115 0.290 0.355 -0.490 3.150 -1.490 0.070 0.020 0.100 0.000 0.130 0.230 0.090 -0.080 0.000
     US Agency Debt -0.030 0.295 0.215 0.285 0.805 0.335 0.740 -0.420 0.170 -0.070 0.590 0.510 0.730 0.270 0.270 -0.070 0.060 0.020
     US Agency MBS/CMO 0.005 0.005 0.000 -0.030 0.045 0.095 0.090 0.030 -0.290 -0.010 -0.005 0.000 -0.060 -0.080 -0.060 0.010 -0.020 0.030

     Corporate Bonds    0.230 0.485 0.180 -0.035 -0.445 0.840 0.570 -0.460 1.250 0.480 0.005 0.090 0.120 0.230 0.360 0.030 0.360 -0.010
     Other Government Bonds 0.015 -0.020 0.020 -0.075 0.005 0.000

     ABS -0.010 -0.025 -0.005 0.010 -0.005 -0.015 0.000 0.000 0.000 0.000 0.000 0.000 0.000 -0.100 -0.300 0.000 0.000 0.000
    CMBS 0.005 0.010 -0.015 -0.040 -0.290 -0.030 -0.240 -0.470 0.690 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000
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Portfolio Highlights

Treasury bond yields fell during the quarter 
(above table) with the yield curve flattening.  
The portfolio’s modestly defensive duration 
position was maintained, though our outlook 
for market interest rates is less bearish.  We 
now expect  a year-end 10-year Treasury 
yield of approximately 2.40% versus the 
previous call for 2.75% anchored by the 
short end.

Credit spreads widened by 30 basis points on 
average, lagging duration matched 
Treasuries by 181 basis points for the 
quarter.  As in the second quarter, our 
portfolio’s overweight to the sector 
negatively impacted our relative 
performance, but our high quality bias and 
underweight to long maturity corporate debt 
more than made up for the spreads widening.

Changes to the portfolios during the quarter 
included an increase in the allocation to 
industrial credit as well as a lengthening of 
the average duration of our agency, CMBS, 
and ABS holdings.

• Domestic investment grade fixed income total returns rebounded nicely in the third quarter, led by gains in Treasury bonds.  The drop in
yields more than offset widening credit spreads, resulting in benchmark returns of between 1% and 1.25% for intermediate and broad
market indices.  Our portfolios matched the performance of the indices, with the benefit from our high quality holdings offset by slightly
defensive duration positioning and an overweight to credit-sensitive securities.

• Similar dynamics affected the bonds of most developed markets, with concerns regarding slow economic growth, low inflation, and
volatile markets a common thread.  The German 5-year Bund revisited negative yields in August and closed the third quarter just below
zero.  Fears of a Greek exit from the Euro in July were once again allayed, but this subject promises to remain a headline-grabbing issue
for the foreseeable future.  Additional monetary policy stimulus may be introduced to the European markets, though consensus forecasts
call for modest but expanding growth and inflation for the region in 2016.  Chinese economic growth also remains in question. Official
estimates should fall below 7% for 2015, a figure which will almost certainly continue to be overstated.

• Returning to the domestic market, yield spreads on credit securities rose an average of 30 basis points during the quarter, a trend grounded
in weakening global economic fundamentals and reinforced by a spate of corporate supply.  Issuers rushed to market in front of the
September FOMC meeting, hoping to capture attractive debt financing terms in advance of a possible downdraft in bond prices.
According to SIFMA, investment grade credit issuance topped $273 billion during the quarter, with the year-to-date total 13% ahead of
last year’s record amount.  The high yield market was a different story, with the quarterly pace of issuance slowing and dragging the year-
to-date volume below 2014’s pace, hurt by commodity exposure.

• The spike in bond and equity market volatility during the quarter created several opportunities to capture value.  Our allocation to credit,
the industrial sector in particular, was increased as wider yield spreads were deemed fair compensation given our outlook for continued
slow economic growth.  The average duration of our agency, CMBS, and ABS holdings was lengthened in response to attractive offers
available in both the secondary and new-issue markets.

Fixed Income – Third Quarter, 2015

U.S. Treasury Yields

Maturity 6/30/15 9/30/15 Change

2-year 0.64% 0.63% -0.01%

5-year 1.65% 1.35% -0.30%

7-year 2.08% 1.74% -0.34%

10-year 2.35% 2.04% -0.31%

30-year 3.14% 2.85% -0.29%
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US Economic ResilienceSecond Quarter GDP expanded by 3.9%, led 
by stronger personal consumption, perhaps 
finally realizing the benefit of lower energy 
prices.  We expect GDP growth to continue 
its modest expansion of around 2% for the 
remainder of the year.

Nonfarm Payrolls slowed in August and 
September adding 136K and 142K jobs in 
each month, respectively.  While the reported 
payroll additions were well less than 
consensus expectations and below 2015’s 
average gain of 211K jobs per month, we 
believe that payrolls will rebound in the 
following months.  The decline in the 
unemployment rate to 5.1% from 5.3% at the 
beginning of the quarter shows that the labor 
markets continue to tighten, which should 
lead to rising wage pressures.

Congress agreed to pass a continuing 
resolution allowing the Federal Government 
to avoid shutdown through mid-December.  
However, battles over the debt ceiling need to 
be resolved before the end of November for 
the US Government to avoid defaulting on its 
debt obligations.

The CME Group’s FedWatch implies only a 
38% chance of a rate hike by the Fed through 
year-end based on Fed Funds Futures prices.  
Market expectations of policy rate tightening 
have decreased markedly since September’s 
FOMC meeting and the subsequent weaker 
than expected payroll reports.  Concensus
expects the dovish Fed to hold off until 2016 
to embark on their first rate hike since 2006 
as they await further data supporting the 
need for tighter monetary policy.

Financial market volatility dominated headlines in the third quarter, spurred by weakness in China and a surprise one-day 3% devaluation of 
the RMB, the Chinese currency, versus the US dollar.  The subsequent 26% decline in the Shanghai composite in August spilled over into US 
equity markets, contributing to a 235 point drop in the S&P 500 and pushing year-to-date equity returns negative. These events led to a 
surprisingly dovish FOMC statement at September’s policy meeting, which raised concerns that emerging market weakness could flow 
through to the US.  Despite recent market turmoil, we expect slowing emerging market economies to have minimal negative impact on US 
growth and inflation over the long run.

China’s surprise devaluation of the RMB on August 11th increased investor fears that the Chinese economy was slowing more than expected.  
While Chinese officials claimed the depreciation was part of their intended market reforms enacted to comply with the IMF’s SDR (Special 
Drawing Right) program, many believed the move was a sign of desperation to stimulate a rapidly slowing economy and stave off 
deflationary pressures.  Regardless of the motivation, we agree with market expectations for further weakening in the CNY/USD exchange 
rate in the near future reflecting the underlying fundamental differences between the modest pace of growth in the US and slowing economy 
in China.

Economic Perspective – Third Quarter, 2015

(continued on next page)
Page 5



The expectation of further weakening in the CNY/USD exchange rate has caused many market participants to extrapolate emerging market 
malaise onto the US in the belief that deflationary forces will be exported from China.  China’s poor economic data and declining equity 
markets were enough reason for the FOMC to refrain from increasing interest rates in September, stating that “recent global economic and 
financial developments may restrain economic activity somewhat and are likely to put further downward pressure on inflation in the near 
term.”  Continued depreciation of the RMB versus the USD could lead to further deflationary pressures in import prices, but we believe the 
market has overreacted to the potential adverse effects on the US economy.  Prior Federal Reserve research (Goldberg 2008 & Gagnon 2012) 
has shown that exchange rate movements and import prices have minimal pass-through effects on core CPI inflation measures in the US.  
That research shows that approximately 30% of the decline in import prices actually flows through to core CPI inflation.  Additional research 
from Goldman Sachs estimates that imported content is only around 10% of all personal consumption expenditures, providing further 
evidence to support our belief that China’s slowing economy and deflationary forces will have minimal effect on the US.

With market-based measures of inflation expectations near the lows of the year and a full percent off of the yearly highs by some measures, 
we believe that the string of negative news regarding China’s impact on the US economy is overblown.  Although China accounted for 
around 19% of all US imports and 7.6% of US exports in 2014, the slowdown in their economy and weakening exchange rate will pose
minimal negative direct impact on the US.  The market’s overreaction to headlines out of China have created opportunities to increase our 
overweight to credit at attractive spreads over treasuries, and has cheapened TIPS breakevens to compelling levels.  We continue to expect 
modest growth from the US economy, despite the slowdown in emerging markets, and for a modest upward trend in wages to slightly 
increase inflationary pressures through year-end.

Economic Perspective – Third Quarter, 2015

Market inflation expectations declined 
substantially during the third quarter with 
five-year breakevens tightening 59bps. Oil 
prices temporarily fell beneath $40 a barrel 
and fears of emerging market weakness 
spilled over into the US financial markets.  
Our belief is that the recent bout of risk 
aversion is overblown and inflation 
expectations have fallen below fair value. 
TIPS are a potentially attractive asset class 
heading into year-end.

Page 6



Bay County VEBA

Asset Class Total Cost Market Value
Accrued 

Income Total Value

Weight at 

Market

Weight at 

Cost

Investment Summary - at 9/30/2015 90477

Fixed Income $16,150,020.14 $16,113,657.78 $104,358.57 $16,218,016.35  99.43% 99.43%

Cash $93,082.17 $93,082.17 $0.00 $93,082.17  0.57% 0.57%

$16,243,102.31 $16,206,739.95 $104,358.57 $16,311,098.52  100.00%Total Portfolio  100.00%
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Bay County VEBA

Description Issue Rating Shares

Unit 

Cost Total Cost

Market 

Price Market Value

Accrued 

Income Total Value

Weight at 

Market

Weight at 

Cost

90477Position Detail - at 9/30/2015

Fixed Income

Asset Backed Securities

ALLY MSTR OWNR TR  0.596 JAN 15 19 Aaa  99.57  43,819.63  0.27% 0.27% 1.00 44,000.00  44,000.00  43,808.51  11.12

ALLY AUTO RECV TR  1.390 SEP 16 19 AAA  100.32  31,119.44  0.19% 0.19% 1.00 31,000.00  30,996.12  31,100.29  19.15

ALLY AUTO RECV TR  1.490 NOV 15 19 AAA  100.28  28,096.65  0.17% 0.17% 1.00 28,000.00  27,998.64  28,079.27  17.38

AMERICREDIT AUTO REC  2.420 MAY 08 18 AAA  100.59  10,074.45  0.06% 0.06% 1.01 10,000.00  10,058.20  10,058.99  15.46

FORD CREDIT AUTO OWN  0.820 DEC 15 17 AAA  100.04  62,224.79  0.38% 0.38% 1.00 62,176.70  62,324.09  62,202.13  22.66

GE DEALER FLRPLN  0.716 JAN 20 20 Aaa  99.56  89,618.80  0.55% 0.55% 1.00 90,000.00  90,000.00  89,599.14  19.66

HONDA AUTO RECV  0.740 OCT 15 18 Aaa  100.00  55,244.92  0.34% 0.34% 1.00 55,226.70  55,278.48  55,226.76  18.16

HYUNDAI AUTO RECV TR  1.010 FEB 15 18 AAA  100.14  21,741.32  0.13% 0.13% 1.00 21,702.21  21,762.40  21,731.57  9.74

HYUNDAI AUTO RECV TR  0.440 FEB 15 17 AAA  99.98  6,022.12  0.04% 0.04% 1.00 6,022.41  6,021.99  6,020.95  1.18

SLM PRIVATE ST LN TR  0.537 JUN 15 21 AA-  99.50  23,451.54  0.14% 0.14% 0.96 23,563.16  22,554.36  23,445.91  5.63

SANTANDER DRIVE AUTO  0.527 JUL 17 17 Aaa  99.99  5,094.66  0.03% 0.03% 1.00 5,094.20  5,094.20  5,093.47  1.19

CMO

FNMA REMIC TRUST  4.500 NOV 25 39 AA+  105.77  59,773.68  0.37% 0.37% 1.06 56,313.87  59,763.09  59,562.50  211.18

GNMA REMIC TRUST  4.500 OCT 20 37 AA+  103.22  48,180.57  0.30% 0.30% 1.04 46,507.15  48,512.77  48,006.17  174.40

GNMA REMIC TRUST  2.000 MAY 20 39 AA+  100.51  33,370.32  0.20% 0.21% 1.02 33,146.82  33,789.04  33,315.07  55.24

GNMA REMIC TRUST  2.750 JAN 20 38 AA+  102.72  126,417.30  0.78% 0.78% 1.03 122,801.09  126,254.87  126,135.88  281.42

Commercial MBS

COMM MTG TR  2.928 FEB 12 47 Aaa  103.75  85,278.44  0.52% 0.52% 1.03 82,000.00  84,459.08  85,078.36  200.08

COMM MTG TR  1.402 JUN 12 47 Aaa  99.97  20,214.02  0.12% 0.12% 1.00 20,195.92  20,195.90  20,190.43  23.60

COMM MTG TR  3.838 SEP 12 47 Aaa  106.64  69,523.70  0.43% 0.41% 1.03 65,000.00  66,947.59  69,315.81  207.89

COMM MTG TR 2015-PC1  3.902 JUL 12 50 Aaa  106.27  28,779.64  0.18% 0.17% 1.03 27,000.00  27,809.93  28,691.85  87.80

COMM MTG TR  3.147 AUG 17 45 Aaa  103.92  34,379.78  0.21% 0.21% 1.02 33,000.00  33,822.87  34,293.24  86.54
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Bay County VEBA

Description Issue Rating Shares

Unit 

Cost Total Cost

Market 

Price Market Value

Accrued 

Income Total Value

Weight at 

Market

Weight at 

Cost

90477Position Detail - at 9/30/2015

Commercial MBS

COMM MTG TR  4.234 JUL 12 45 AAA  110.89  76,767.17  0.47% 0.44% 1.03 69,000.00  71,067.65  76,515.55  251.62

CSFB COML MTG PTC 20  5.467 SEP 15 39 AAA  102.19  81,295.49  0.50% 0.50% 1.02 79,552.26  81,245.85  81,295.49  0.00

LB-UBS CMBS 2006-C1  5.156 FEB 15 31 AAA  100.17  6,024.11  0.04% 0.04% 1.12 5,996.86  6,698.68  6,006.93  17.18

UBS-BARCLY COML MTG  3.525 MAY 11 63 Aaa  105.69  21,196.65  0.13% 0.13% 1.02 20,000.00  20,398.70  21,137.90  58.75

UBS COML MTG TR  2.180 MAY 12 45 Aaa  101.05  15,184.32  0.09% 0.09% 1.01 15,000.00  15,224.99  15,157.07  27.25

UBS-BARCLY COML MTG  2.533 DEC 12 45 AAA  101.80  98,945.79  0.61% 0.60% 1.00 97,000.00  97,379.63  98,741.05  204.73

WFRBS COML MTG TR  3.198 MAR 17 48 AAA  103.20  41,385.20  0.25% 0.25% 1.03 40,000.00  41,199.20  41,278.60  106.60

Corporates

AT&T INC  3.000 JUN 30 22 BBB+  97.72  65,303.37  0.40% 0.41% 1.00 66,000.00  65,980.20  64,494.87  808.50

AMAZON COM INC  3.800 DEC 05 24 AA-  102.60  112,126.30  0.69% 0.66% 1.00 108,000.00  107,697.94  110,803.90  1,322.40

AMER AIRLINES PT TR  3.375 NOV 01 28 A  98.18  107,003.34  0.66% 0.66% 1.00 107,000.00  107,000.00  105,047.25  1,956.09

AMER AIRLINES PT TR  3.600 MAR 22 29 AA  100.37  28,123.20  0.17% 0.17% 1.00 28,000.00  28,000.00  28,103.60  19.60

AMERICAN HONDA FIN C  2.450 SEP 24 20 A+  100.02  33,021.13  0.20% 0.20% 1.00 33,000.00  32,978.55  33,005.41  15.72

ANHEUSER BUSCH INBEV  7.750 JAN 15 19 A  117.57  89,403.91  0.55% 0.56% 1.22 75,000.00  91,771.50  88,176.83  1,227.08

APPLE INC  2.400 MAY 03 23 AA+  97.05  99,020.57  0.61% 0.59% 0.95 101,000.00  96,426.72  98,024.04  996.53

BP CAP MKTS P L C  1.674 FEB 13 18 A  100.15  23,086.00  0.14% 0.14% 1.00 23,000.00  23,000.00  23,034.66  51.34

BANK AMER CORP  5.650 MAY 01 18 A-  109.15  128,227.26  0.79% 0.78% 1.11 115,000.00  127,473.30  125,519.97  2,707.29

BANK NEW YORK MTN BK  2.100 JAN 15 19 A+  100.95  130,796.11  0.80% 0.79% 1.00 129,000.00  128,838.75  130,224.21  571.90

BANK NOVA SCOTIA  2.800 JUL 21 21 A+  101.00  56,863.21  0.35% 0.35% 1.01 56,000.00  56,702.80  56,558.32  304.89

BURLINGTON NORTHN SA  3.650 SEP 01 25 BBB+  101.38  46,824.27  0.29% 0.28% 1.00 46,000.00  45,899.72  46,633.05  191.22

CSX TRANS INC 2007-1  6.251 JAN 15 23 A+  115.59  100,001.35  0.61% 0.63% 1.21 85,535.83  103,113.44  98,872.58  1,128.78

CATERPILLAR INC DEL  7.900 DEC 15 18 A  118.49  102,696.07  0.63% 0.70% 1.33 85,000.00  113,204.95  100,718.88  1,977.19

CHEVRON CORP NEW  2.355 DEC 05 22 AA  96.83  110,278.77  0.68% 0.68% 0.98 113,000.00  111,031.70  109,421.29  857.48

CISCO SYS INC  5.900 FEB 15 39 AA-  122.35  150,190.77  0.92% 0.92% 1.22 122,000.00  149,177.63  149,271.03  919.74

CITIGROUP INC  4.450 JAN 10 17 A-  104.02  75,612.56  0.46% 0.49% 1.10 72,000.00  79,491.69  74,891.66  720.90
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Bay County VEBA

Description Issue Rating Shares

Unit 

Cost Total Cost

Market 

Price Market Value

Accrued 

Income Total Value

Weight at 

Market

Weight at 

Cost

90477Position Detail - at 9/30/2015

Corporates

CITIGROUP INC  1.800 FEB 05 18 A-  99.96  128,306.94  0.79% 0.79% 1.00 128,000.00  127,902.72  127,948.54  358.40

CONOCOPHILLIPS  6.500 FEB 01 39 A  121.02  106,228.94  0.65% 0.69% 1.30 87,000.00  112,682.99  105,286.44  942.50

CONOCOPHILLIPS  5.750 FEB 01 19 A  112.40  85,019.58  0.52% 0.56% 1.21 75,000.00  90,816.70  84,300.83  718.75

DEERE JOHN CAP CORP  2.375 JUL 14 20 A  101.06  66,019.71  0.40% 0.40% 1.00 65,000.00  64,933.03  65,689.52  330.19

DISNEY WALT CO MTNS  3.750 JUN 01 21 A  107.62  56,611.15  0.35% 0.36% 1.11 52,000.00  57,738.20  55,961.15  650.00

DISNEY WALT CO MTNS  2.350 DEC 01 22 A  98.90  105,663.38  0.65% 0.63% 0.97 106,000.00  102,321.30  104,833.05  830.33

DISNEY WALT CO MTNS  3.150 SEP 17 25 A  101.69  47,850.56  0.29% 0.29% 1.00 47,000.00  46,888.14  47,792.98  57.58

DUKE ENERGY CAROLINA  5.300 FEB 15 40 A  118.77  75,250.68  0.46% 0.44% 1.15 63,000.00  72,140.61  74,824.03  426.65

EXXON MOBIL CORP  2.709 MAR 06 25 AAA  98.17  118,032.51  0.72% 0.74% 1.00 120,000.00  119,520.56  117,806.76  225.75

FEDERAL EXPRESS PASS  6.720 JUL 15 23 BBB+  113.63  113,048.82  0.69% 0.74% 1.22 98,266.01  120,007.36  111,654.75  1,394.07

GENERAL ELECTRIC CO  2.700 OCT 09 22 AA+  100.38  37,618.53  0.23% 0.23% 1.00 37,000.00  36,909.99  37,141.23  477.30

GEORGE WASHINGTON UN  3.485 SEP 15 22 A+  103.10  108,421.73  0.66% 0.65% 1.01 105,000.00  105,883.08  108,259.10  162.63

GEORGE WASHINGTON UN  1.827 SEP 15 17 A+  100.98  18,190.13  0.11% 0.11% 1.00 18,000.00  18,000.00  18,175.52  14.62

GLAXOSMITHKLINE CAP  5.650 MAY 15 18 A+  110.90  61,036.98  0.37% 0.40% 1.20 54,000.00  64,896.12  59,884.38  1,152.60

GOLDMAN SACHS GROUP  4.000 MAR 03 24 A-  103.08  158,180.75  0.97% 0.95% 1.01 153,000.00  154,823.25  157,704.75  476.00

HSBC USA INC NEW  1.700 MAR 05 18 A  99.76  112,869.23  0.69% 0.70% 1.00 113,000.00  112,894.91  112,730.50  138.74

INTL BUSINESS MCHN  5.700 SEP 14 17 AA-  108.73  136,245.83  0.84% 0.94% 1.22 125,000.00  152,513.50  135,909.38  336.46

INTERNATIONAL BUSINE  3.625 FEB 12 24 AA-  103.27  103,763.90  0.64% 0.62% 1.01 100,000.00  101,032.00  103,270.50  493.40

JPMORGAN CHASE & CO  3.250 SEP 23 22 A  100.27  197,673.00  1.21% 1.22% 1.01 197,000.00  198,326.64  197,530.72  142.28

JPMORGAN CHASE & CO  3.125 JAN 23 25 A  96.67  64,194.69  0.39% 0.41% 1.00 66,000.00  65,853.48  63,805.10  389.58

LOYOLA UNIVERSITY CH  3.199 JUL 01 22 A  99.73  31,165.52  0.19% 0.19% 1.02 31,000.00  31,666.19  30,917.60  247.92

MICROSOFT CORP  4.200 JUN 01 19 AAA  109.33  29,895.75  0.18% 0.19% 1.17 27,000.00  31,578.93  29,517.75  378.00

MICROSOFT CORP  3.750 FEB 12 45 AAA  92.70  58,720.48  0.36% 0.39% 0.99 63,000.00  62,583.45  58,398.92  321.56

MORGAN STANLEY  2.125 APR 25 18 A-  100.63  47,730.30  0.29% 0.29% 1.01 47,000.00  47,256.98  47,297.51  432.79

MORGAN STANLEY  3.875 APR 29 24 A-  102.29  78,985.06  0.48% 0.48% 1.02 76,000.00  77,787.52  77,741.62  1,243.44
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Description Issue Rating Shares
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Cost Total Cost
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Accrued 

Income Total Value

Weight at 

Market

Weight at 
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90477Position Detail - at 9/30/2015

Corporates

NATIONAL RURAL UTILS 10.375 NOV 01 18 A  125.11  59,538.22  0.37% 0.41% 1.46 46,000.00  66,938.20  57,549.68  1,988.54

NORTHWESTERN UNIV  3.688 DEC 01 38 AAA  98.60  22,019.50  0.13% 0.14% 1.00 22,000.00  22,000.00  21,692.70  326.80

OCCIDENTAL PETE CORP  3.125 FEB 15 22 A  100.91  45,586.98  0.28% 0.28% 1.00 45,000.00  44,828.10  45,407.30  179.69

ORACLE CORP  2.500 OCT 15 22 AA-  97.82  80,169.65  0.49% 0.50% 1.00 81,000.00  80,766.18  79,235.90  933.75

ORACLE CORP  2.500 MAY 15 22 AA-  98.65  21,925.40  0.13% 0.13% 1.00 22,000.00  21,922.56  21,702.34  223.06

PNC FUNDING CORP  3.300 MAR 08 22 A-  103.07  216,898.15  1.33% 1.31% 1.01 210,000.00  212,049.60  216,455.40  442.75

PACIFICORP  3.850 JUN 15 21 A  106.96  109,175.56  0.67% 0.69% 1.10 101,000.00  111,318.16  108,030.61  1,144.95

PEPSICO INC  7.900 NOV 01 18 A  118.27  85,094.71  0.52% 0.59% 1.37 70,000.00  95,727.40  82,790.54  2,304.17

PHILIP MORRIS INTL I  5.650 MAY 16 18 A  110.49  78,827.60  0.48% 0.51% 1.18 70,000.00  82,865.30  77,344.47  1,483.13

PRESIDENT&FELLOW HAR  6.300 OCT 01 37 AAA  102.77  61,434.82  0.38% 0.40% 1.11 58,000.00  64,414.80  59,607.82  1,827.00

ROYAL BANK OF CANADA  2.150 MAR 15 19 AA-  101.22  79,026.91  0.48% 0.48% 1.00 78,000.00  77,970.36  78,952.38  74.53

SHELL INTERNATIONAL  2.250 JAN 06 23 AA-  95.68  117,374.43  0.72% 0.72% 0.96 122,000.00  117,635.48  116,726.31  648.13

STATE STR CORP  3.550 AUG 18 25 A+  101.95  70,636.49  0.43% 0.42% 1.00 69,000.00  68,972.86  70,343.91  292.58

TIME WARNER INC  3.600 JUL 15 25 BBB  98.39  70,635.42  0.43% 0.44% 1.00 71,000.00  70,829.60  69,854.42  781.00

TOTAL CAPITAL  2.750 JUN 19 21 AA-  101.74  59,460.01  0.36% 0.36% 1.00 58,000.00  58,012.93  59,008.10  451.92

U S BANCORP MTNS BK  3.600 SEP 11 24 A  101.77  110,122.63  0.68% 0.68% 1.03 108,000.00  110,806.92  109,906.63  216.00

UNITED STATES TREAS  1.375 AUG 31 20 AA+  100.15  166,440.73  1.02% 1.02% 1.00 166,000.00  165,485.94  166,246.34  194.39

VERIZON COMMUNICATIO  6.400 SEP 15 33 BBB+  114.96  92,191.72  0.57% 0.60% 1.22 80,000.00  97,709.63  91,964.16  227.56

WAL-MART STORES INC  6.500 AUG 15 37 AA  131.61  209,256.08  1.28% 1.34% 1.37 158,000.00  216,912.37  207,943.80  1,312.28

WELLS FARGO & CO NEW  5.625 DEC 11 17 A+  108.78  190,053.38  1.17% 1.21% 1.14 172,000.00  196,501.34  187,097.13  2,956.25

WELLS FARGO CO MTN B  3.300 SEP 09 24 A+  99.40  127,484.50  0.78% 0.77% 0.98 128,000.00  125,752.58  127,226.37  258.13

Mortgage Backed Securities

FHLMC PC GOL G30688  3.500 APR 01 34 AA+  105.60  41,521.69  0.25% 0.25% 1.04 39,211.96  40,584.38  41,407.32  114.37

FHLMC PC GOL C91793  3.500 OCT 01 34 AA+  105.70  62,814.52  0.39% 0.39% 1.06 59,266.49  62,655.79  62,641.66  172.86

FHLMC PC GOL Q13086  3.000 NOV 01 42 AA+  101.53  20,652.98  0.13% 0.13% 1.05 20,291.61  21,271.31  20,602.25  50.73
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Mortgage Backed Securities

FNMA PASSTHRU AH9719  4.500 APR 01 41 AA+  108.81  20,694.76  0.13% 0.12% 1.06 18,954.47  20,174.66  20,623.68  71.08

FNMA PASSTHRU AK4940  3.500 MAR 01 42 AA+  104.64  27,806.44  0.17% 0.17% 1.03 26,500.88  27,385.97  27,729.14  77.29

FNMA PASSTHRU AL5521  4.500 JAN 01 40 AA+  109.19  75,378.46  0.46% 0.46% 1.09 68,795.36  74,685.96  75,120.47  257.98

FNMA PASSTHRU AL6345  4.000 NOV 01 28 AA+  106.46  22,740.74  0.14% 0.14% 1.07 21,294.97  22,785.62  22,669.75  70.98

FNMA PASSTHRU AO8044  3.500 JUL 01 42 AA+  105.01  19,653.35  0.12% 0.12% 1.07 18,663.52  20,016.63  19,598.92  54.44

FNMA PASSTHRU AP3108  3.500 OCT 01 42 AA+  104.61  33,800.83  0.21% 0.21% 1.07 32,222.15  34,412.25  33,706.85  93.98

FNMA PASSTHRU AP7553  3.000 SEP 01 42 AA+  101.82  29,837.96  0.18% 0.19% 1.05 29,234.19  30,563.43  29,764.88  73.09

FNMA PASSTHRU AR7391  3.000 JUN 01 43 AA+  101.73  26,872.83  0.16% 0.17% 1.03 26,351.60  27,113.33  26,806.96  65.88

FNMA PASSTHRU 877118  3.500 JAN 01 41 AA+  104.63  159,986.08  0.98% 0.98% 1.04 152,476.07  158,455.99  159,541.35  444.72

FNMA PASSTHRU MA0514  4.000 SEP 01 40 AA+  106.93  56,460.28  0.35% 0.34% 1.05 52,636.09  55,432.38  56,284.82  175.45

FNMA PASSTHRU MA1018  3.000 MAR 01 27 AA+  104.67  167,348.50  1.03% 1.02% 1.04 159,508.65  166,287.77  166,949.73  398.77

FNMA PASSTHRU MA1029  3.500 APR 01 32 AA+  105.92  23,485.62  0.14% 0.14% 1.06 22,113.01  23,543.45  23,421.13  64.50

FNMA PASSTHRU MA1982  3.500 AUG 01 34 AA+  105.73  117,943.81  0.72% 0.72% 1.05 111,250.78  116,925.02  117,619.33  324.48

FNMA PASSTHRU MA2019  4.000 SEP 01 34 AA+  107.82  92,051.78  0.56% 0.56% 1.07 85,113.47  91,443.78  91,768.07  283.71

FNMA PASSTHRU MA2055  4.000 OCT 01 34 AA+  107.82  51,717.11  0.32% 0.32% 1.07 47,816.47  51,327.99  51,557.73  159.39

FNMA PASSTHRU MA2046  3.500 OCT 01 34 AA+  105.70  152,214.33  0.93% 0.93% 1.05 143,615.27  151,281.04  151,795.45  418.88

FNMA PASSTHRU MA2079  4.000 NOV 01 34 AA+  107.83  52,505.34  0.32% 0.32% 1.07 48,545.02  52,147.97  52,343.52  161.82

FNMA PASSTHRU MA2110  3.500 DEC 01 34 AA+  105.70  35,875.88  0.22% 0.22% 1.05 33,848.25  35,413.73  35,777.16  98.72

FNMA PASSTHRU MA2138  3.500 JAN 01 35 AA+  105.46  97,676.41  0.60% 0.60% 1.06 92,364.29  97,841.38  97,407.01  269.40

FNMA PASSTHRU MA2176  3.000 FEB 01 35 AA+  103.15  73,415.59  0.45% 0.45% 1.04 71,001.13  73,508.36  73,238.09  177.50

FNMA PASSTHRU AE6057  4.000 OCT 01 40 AA+  106.92  143,057.94  0.88% 0.87% 1.06 133,389.68  141,007.48  142,613.31  444.63

Other Government

MANITOBA  9.500 SEP 15 18 AA  122.26  26,990.93  0.17% 0.19% 1.44 22,000.00  31,664.82  26,896.94  93.99

OHIO ST UNIV GEN RCP  4.910 JUN 01 40 AA  113.50  236,024.02  1.45% 1.40% 1.11 205,000.00  227,499.45  232,668.85  3,355.17

US Agencies
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AMERICAN EXP FED SVG  1.650 JUL 09 18 AA+  99.81  160,313.09  0.98% 0.98% 1.00 160,000.00  159,480.00  159,689.76  623.33

AMERICAN EXPRESS CEN  2.350 OCT 07 20 AA+  99.86  247,659.99  1.52% 1.52% 0.99 248,000.00  246,450.00  247,659.99  0.00

BMW BK USA 35141 CD  2.000 NOV 29 18 AA+  100.79  248,613.09  1.52% 1.50% 0.99 245,000.00  243,468.75  246,935.01  1,678.08

BARCLAYS BK 57203 CD  0.000 MAR 26 18 AA+  100.10  175,208.56  1.07% 1.08% 1.00 175,000.00  175,000.00  175,175.00  33.56

CAP ONE BK 33954 CD  1.400 OCT 10 17 AA+  100.14  246,996.67  1.51% 1.50% 1.00 245,000.00  244,142.50  245,342.76  1,653.92

CIT BANK 33575 CD  2.100 JUL 25 19 AA+  100.55  247,297.69  1.52% 1.49% 0.99 245,000.00  242,182.50  246,339.17  958.52

COMPASS BK 19048 CD  1.900 NOV 06 18 AA+  100.79  248,827.42  1.53% 1.50% 0.99 245,000.00  242,856.25  246,939.91  1,887.51

DISCOVER BK 05649 CD  1.750 MAY 02 17 AA+  101.13  139,541.58  0.86% 0.84% 0.99 137,000.00  135,801.25  138,543.17  998.41

DISCOVER BK 05649 CD  1.750 MAY 09 17 AA+  101.44  110,306.45  0.68% 0.66% 0.99 108,000.00  107,055.00  109,555.63  750.82

FEDERAL HOME LN MTG  5.625 NOV 23 35 AA+  100.73  321,544.90  1.97% 1.97% 1.02 313,000.00  319,354.09  315,284.90  6,260.00

FEDERAL HOME LOAN BA  2.700 FEB 06 23 AA+  99.41  59,894.04  0.37% 0.37% 1.00 60,000.00  60,000.00  59,646.54  247.50

FEDERAL HOME LOAN BA  2.900 SEP 05 25 AA+  99.20  71,003.82  0.44% 0.40% 0.92 71,428.57  65,460.71  70,854.21  149.60

FEDERAL HOME LOAN BA  3.170 OCT 04 27 AA+  99.68  131,615.75  0.81% 0.74% 0.93 130,000.00  120,588.00  129,589.59  2,026.16

FEDERAL HOME LOAN BA  3.000 APR 17 28 AA+  98.56  129,903.76  0.80% 0.76% 0.96 130,000.00  124,153.90  128,127.09  1,776.67

FEDERAL FARM CR BKS  3.040 OCT 22 24 AA+  100.16  309,580.08  1.90% 1.88% 1.00 305,000.00  305,000.00  305,484.95  4,095.13

FEDERAL FARM CR BKS  2.950 JUL 13 23 AA+  100.88  356,331.22  2.18% 2.17% 1.01 351,000.00  352,757.80  354,087.75  2,243.48

FEDERAL FARM CR BKS  3.170 JUL 21 25 AA+  100.64  328,067.78  2.01% 2.00% 1.00 324,000.00  324,101.25  326,070.68  1,997.10

FEDERAL FARM CR BKS  3.490 AUG 03 27 AA+  100.14  41,287.65  0.25% 0.25% 1.00 41,000.00  41,000.00  41,057.11  230.53

FEDERAL FARM CR BKS  3.000 DEC 01 23 AA+  100.21  116,393.92  0.71% 0.71% 1.00 115,000.00  114,988.50  115,243.92  1,150.00

FEDERAL FARM CR BKS  2.875 JUL 22 24 AA+  99.05  108,563.50  0.67% 0.67% 1.00 109,000.00  108,989.10  107,962.87  600.64

FEDERAL FARM CR BKS  2.900 MAR 04 24 AA+  100.03  81,198.45  0.50% 0.50% 0.99 81,000.00  80,554.50  81,022.28  176.18

FEDERAL FARM CR BKS  3.270 JUN 26 28 AA+  99.36  50,113.01  0.31% 0.30% 0.99 50,000.00  49,509.00  49,681.55  431.46

FEDERAL FARM CR BKS  3.180 MAR 30 27 AA+  98.69  88,830.57  0.54% 0.55% 1.00 90,000.00  90,000.00  88,822.62  7.95

FEDERAL HOME LN MTG  3.100 APR 25 28 AA+  98.87  74,157.87  0.45% 0.42% 0.91 74,000.00  67,551.64  73,163.80  994.07

FEDERAL HOME LN MTG  1.000 JUL 09 20 SU AA+  100.02  139,344.41  0.85% 0.86% 1.00 139,000.00  138,986.10  139,027.80  316.61
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FEDERAL HOME LN MTG  1.000 SEP 30 20 SU AA+  100.11  170,191.72  1.04% 1.05% 1.00 170,000.00  169,957.50  170,187.00  4.72

FEDERAL NTL MTG ASSN  2.630 OCT 10 24 AA+  98.93  118,207.27  0.72% 0.70% 0.97 118,000.00  113,878.26  116,733.15  1,474.12

FEDERAL NTL MTG ASSN  3.000 MAR 01 28 AA+  99.13  69,567.61  0.43% 0.39% 0.91 70,000.00  63,700.00  69,392.61  175.00

FEDERAL NTL MTG ASSN  2.350 APR 28 28 SU AA+  99.91  426,836.82  2.62% 2.57% 0.99 423,000.00  417,938.04  422,612.11  4,224.71

FEDERAL NTL MTG ASSN  1.000 OCT 23 20 SU AA+  100.03  70,329.34  0.43% 0.43% 1.00 70,000.00  70,011.20  70,022.12  307.22

FEDERAL NTL MTG ASSN  1.500 FEB 13 20 SU AA+  100.11  132,412.37  0.81% 0.81% 1.00 132,000.00  131,967.00  132,148.37  264.00

SYNCHRNY BK 27314 CD  1.850 APR 27 17 AA+  100.96  244,203.25  1.50% 1.47% 0.99 240,000.00  238,410.00  242,293.44  1,909.81

GE CAPTL BK 33778 CD  1.750 MAY 04 17 AA+  101.28  249,905.34  1.53% 1.50% 0.99 245,000.00  242,856.25  248,143.35  1,761.99

GLDSACHS BK 33124 CD  3.000 JAN 21 25 AA+  101.45  122,445.58  0.75% 0.73% 0.99 120,000.00  118,650.00  121,735.44  710.14

GOLDMAN SACHS BK USA  2.250 SEP 30 20 AA+  99.88  124,858.58  0.77% 0.76% 0.99 125,000.00  124,218.75  124,850.88  7.71

JPM CHAS BK 00628 CD  1.000 FEB 19 20 AA+  99.34  114,377.40  0.70% 0.71% 1.00 115,000.00  114,597.50  114,241.92  135.48

SLMA BANK 58177 CD  1.750 AUG 15 17 AA+  100.99  219,640.55  1.35% 1.32% 0.99 217,000.00  215,101.25  219,151.56  488.99

BK INDIA NY 33682 CD  2.000 DEC 05 18 AA+  100.47  247,725.32  1.52% 1.50% 0.99 245,000.00  243,530.00  246,141.21  1,584.11

US Treasuries

UNITED STATES TREAS  2.875 MAY 15 43 AA+  99.75  166,383.59  1.02% 1.00% 0.98 165,000.00  161,683.76  164,591.79  1,791.80

UNITED STATES TREAS  2.500 FEB 15 45 AA+  92.15  41,611.63  0.26% 0.24% 0.88 45,000.00  39,645.94  41,467.95  143.68

UNITED STATES TREAS  0.750 FEB 15 45 AA+  87.01  173,912.03  1.07% 1.11% 0.91 199,653.59  181,070.44  173,720.78  191.24

UNITED STATES TREAS  3.000 MAY 15 45 AA+  102.44  83,890.61  0.51% 0.49% 0.98 81,000.00  79,386.36  82,972.76  917.85

UNITED STATES TREAS  2.875 AUG 15 45 AA+  100.03  35,139.44  0.22% 0.22% 1.00 35,000.00  34,964.93  35,010.92  128.52

UNITED STATES TREAS  2.000 FEB 15 25 AA+  99.65  53,948.77  0.33% 0.33% 1.01 54,000.00  54,299.53  53,810.84  137.93

UNITED STATES TREAS  0.125 APR 15 16 AA+  99.05  160,739.39  0.99% 1.00% 1.00 162,180.00  162,292.77  160,645.78  93.61

UNITED STATES TREAS  0.125 APR 15 18 AA+  99.94  122,853.70  0.75% 0.78% 1.03 122,857.98  125,988.51  122,782.79  70.91

UNITED STATES TREAS  0.375 JUL 15 25 AA+  97.56  65,832.88  0.40% 0.41% 0.98 67,426.79  65,986.20  65,779.28  53.59

Total Fixed Income $16,150,020.14 $16,113,657.78 $104,358.57 $16,218,016.35  99.43% 99.43%

Page 14



Bay County VEBA

Description Issue Rating Shares

Unit 

Cost Total Cost

Market 

Price Market Value

Accrued 

Income Total Value

Weight at 

Market

Weight at 

Cost

90477Position Detail - at 9/30/2015

CASH CASH  1.00 $93,082.17  0.57% 0.57% 1.00 93,082.17  93,082.17 $93,082.17 $0.00

 100.00%$16,243,102.31 $16,206,739.95 $104,358.57 $16,311,098.52Total Portfolio  100.00%
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Bay County VEBA

Sales

Transaction Detail - 7/1/2015 through 9/30/2015 90477

Total Proceeds Gain/LossAverage PriceCUSIPIssueDescription Trade Date Shares

Sales

07/01/2015  96.52 -1,170.31UNITED STATES TREAS  2.000 FEB 15 25 912828J27  29,000  27,990.55

07/06/2015  92.06  427.52UNITED STATES TREAS  0.750 FEB 15 45 912810RL4  47,270  43,517.74

07/07/2015  99.47  480.66UNITED STATES TREAS  3.000 MAY 15 45 912810RM2  23,000  22,878.71

07/07/2015  99.78  551.64UNITED STATES TREAS  3.000 MAY 15 45 912810RM2  23,000  22,949.69

07/08/2015  97.64  1,821.23UNITED STATES TREAS  2.875 MAY 15 43 912810RB6  46,000  44,913.77

07/08/2015  100.12  246.09UNITED STATES TREAS  3.000 MAY 15 45 912810RM2  9,000  9,010.55

07/09/2015  111.38 -2,683.52COMCAST CORP NEW  6.300 NOV 15 17 20030NAU5  28,000  31,185.84

07/10/2015  111.25 -2,815.32COMCAST CORP NEW  6.300 NOV 15 17 20030NAU5  29,000  32,263.66

07/13/2015  94.96 -1,601.06WELLS FARGO CO MTN B  3.000 FEB 19 25 94974BGH7  34,000  32,285.38

07/15/2015  99.71  313.98UNITED STATES TREAS  1.250 APR 30 19 912828ST8  61,000  60,826.05

07/16/2015  100.33  156.20JPMORGAN CHASE & CO  3.900 JUL 15 25 46625HMN7  22,000  22,073.48

07/17/2015  99.66  111.68UNITED STATES TREAS  1.250 APR 30 19 912828ST8  32,000  31,891.25

07/22/2015  99.00  1,164.38UNITED STATES TREAS  3.000 MAY 15 45 912810RM2  72,000  71,280.00

07/22/2015  99.69 -27.34UNITED STATES TREAS  1.250 APR 30 19 912828ST8  48,000  47,851.88

07/23/2015  99.27  802.64UNITED STATES TREAS  3.000 MAY 15 45 912810RM2  66,000  65,517.89

07/27/2015  95.73 -1,876.49WELLS FARGO CO MTN B  3.000 FEB 19 25 94974BGH7  44,000  42,119.00

07/29/2015  100.29 -1,016.00INTERNATIONAL BUSINE  3.375 AUG 01 23 459200HP9  100,000  100,286.00

07/30/2015  95.56 -2,258.00WELLS FARGO CO MTN B  3.000 FEB 19 25 94974BGH7  50,000  47,778.50

08/31/2015  98.62 -1,172.82UNITED STATES TREAS  2.875 AUG 15 45 912810RN0  68,000  67,059.69

09/11/2015  98.39  1,741.52UNITED STATES TREAS  2.875 MAY 15 43 912810RB6  33,000  32,468.91

09/18/2015  90.26 -584.69UNITED STATES TREAS  2.500 FEB 15 45 912810RK6  36,000  32,494.22

09/18/2015  100.70  258.97UNITED STATES TREAS  3.000 MAY 15 45 912810RM2  11,000  11,076.91
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Bay County VEBA

Sales

Transaction Detail - 7/1/2015 through 9/30/2015 90477

Total Proceeds Gain/LossAverage PriceCUSIPIssueDescription Trade Date Shares

Sales

09/22/2015  112.40  1,345.30GENERAL ELEC CAP COR  4.625 JAN 07 21 36962G4Y7  55,000  61,818.35

09/23/2015  112.30  1,617.28GENERAL ELEC CAP COR  4.625 JAN 07 21 36962G4Y7  93,000  104,437.14

09/24/2015  100.63  1,875.00GLDSACHS BK 33124 CD  1.850 MAY 02 17 38143ARH0  125,000  125,781.25

09/29/2015  100.26  2,790.55AMEX CNT BK 27471 CD  1.700 JUL 26 17 02587DKP2  245,000  245,646.80

09/30/2015  99.91  5,650.78FEDERAL NTL MTG ASSN  2.360 DEC 14 22 3135G0SG9  134,000  133,876.72

Total Sales  6,149.87 1,571,279.93

Principal Payments

07/01/2015  100.00 -9.83FHLMC PC GOL G30688  3.500 APR 01 34 3128CUXR2  281  280.99

07/01/2015  100.00 -39.13FHLMC PC GOL C91793  3.500 OCT 01 34 3128P77E7  684  684.32

07/01/2015  100.00 -14.83FHLMC PC GOL Q13086  3.000 NOV 01 42 3132HPNB6  307  307.21

07/01/2015  100.00 -56.62FNMA PASSTHRU MA2138  3.500 JAN 01 35 31418BLU8  955  954.86

07/01/2015  100.00 -21.58FNMA PASSTHRU MA2176  3.000 FEB 01 35 31418BM29  611  611.03

07/01/2015  100.00 -232.10FNMA PASSTHRU AE6057  4.000 OCT 01 40 31419GWT7  4,064  4,064.11

07/01/2015  100.00 -120.29FNMA PASSTHRU MA2046  3.500 OCT 01 34 31418BHY5  2,254  2,253.57

07/01/2015  100.00 -48.91FNMA PASSTHRU MA2079  4.000 NOV 01 34 31418BJZ0  659  659.02

07/01/2015  100.00 -30.31FNMA PASSTHRU MA2110  3.500 DEC 01 34 31418BKY1  655  655.26

07/01/2015  100.00 -69.07FNMA PASSTHRU MA1982  3.500 AUG 01 34 31418BFY7  1,354  1,354.21

07/01/2015  100.00 -57.08FNMA PASSTHRU MA2019  4.000 SEP 01 34 31418BG59  767  767.48

07/01/2015  100.00 -29.48FNMA PASSTHRU MA2055  4.000 OCT 01 34 31418BH90  401  401.46

07/01/2015  100.00 -33.84FNMA PASSTHRU MA0514  4.000 SEP 01 40 31417YSC2  637  637.07
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Bay County VEBA

Sales

Transaction Detail - 7/1/2015 through 9/30/2015 90477

Total Proceeds Gain/LossAverage PriceCUSIPIssueDescription Trade Date Shares

Principal Payments

07/01/2015  100.00 -56.00FNMA PASSTHRU MA1018  3.000 MAR 01 27 31418ADY1  1,318  1,317.60

07/01/2015  100.00 -23.61FNMA PASSTHRU MA1029  3.500 APR 01 32 31418AEB0  365  365.01

07/01/2015  100.00 -11.31FNMA PASSTHRU AP7553  3.000 SEP 01 42 3138MBMB9  249  248.78

07/01/2015  100.00 -4.45FNMA PASSTHRU AR7391  3.000 JUN 01 43 3138W5F94  154  153.83

07/01/2015  100.00 -95.36FNMA PASSTHRU 877118  3.500 JAN 01 41 31409SPB0  2,432  2,431.53

07/01/2015  100.00 -34.44FNMA PASSTHRU AL6345  4.000 NOV 01 28 3138EPBP8  492  492.04

07/01/2015  100.00 -16.85FNMA PASSTHRU AO8044  3.500 JUL 01 42 3138LY5E3  232  232.39

07/01/2015  100.00 -76.62FNMA PASSTHRU AP3108  3.500 OCT 01 42 3138M6N29  1,127  1,127.24

07/01/2015  100.00 -14.40FNMA PASSTHRU AH9719  4.500 APR 01 41 3138ABYR4  224  223.73

07/01/2015  100.00 -4.24FNMA PASSTHRU AK4940  3.500 MAR 01 42 3138E9P20  127  126.81

07/01/2015  100.00 -156.74FNMA PASSTHRU AL5521  4.500 JAN 01 40 3138END30  1,831  1,830.50

07/01/2015  100.00  0.00BANC AMER CMBS 2007-  5.634 APR 10 49 059511AB1  440  440.18

07/01/2015  100.00  0.00BEAR STEARNS CMBS 20  5.291 OCT 12 42 07387BCL5  17,270  17,269.50

07/01/2015  100.00  0.00COMM MTG TR  1.402 JUN 12 47 12591YAY1  278  278.36

07/01/2015  100.00  0.00FNMA REMIC TRUST  4.500 NOV 25 39 31398R6U4  2,106  2,105.51

07/01/2015  100.00 -14.21FHLMC REMIC SERIES  4.500 AUG 15 27 31398WE34  392  392.08

07/01/2015  100.00  0.00GNMA REMIC TRUST  4.500 OCT 20 37 38377FRP8  3,623  3,622.80

07/01/2015  100.00  0.00GNMA REMIC TRUST  2.000 MAY 20 39 38377YFU9  1,412  1,411.77

07/01/2015  100.00  0.00GNMA REMIC TRUST  2.750 JAN 20 38 38378CQF7  4,804  4,803.56

07/11/2015  100.00  0.00LB-UBS CMBS 2006-C1  5.156 FEB 15 31 52108MDH3  6,573  6,572.78

07/15/2015  100.00  0.00CSX TRANS INC 2007-1  6.251 JAN 15 23 126410LM9  6,100  6,099.90

07/15/2015  100.00  0.00FORD CREDIT AUTO OWN  0.820 DEC 15 17 34530DAC3  7,580  7,580.36
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Bay County VEBA

Sales

Transaction Detail - 7/1/2015 through 9/30/2015 90477

Total Proceeds Gain/LossAverage PriceCUSIPIssueDescription Trade Date Shares

Principal Payments

07/15/2015  100.00  0.00HYUNDAI AUTO RECV TR  1.010 FEB 15 18 44890QAC7  2,180  2,180.18

07/15/2015  100.00  0.00HYUNDAI AUTO RECV TR  0.440 FEB 15 17 44890UAB0  2,761  2,761.06

07/15/2015  100.00  0.00SANTANDER DRIVE AUTO  0.527 JUL 17 17 80283WAC3  7,664  7,663.89

08/01/2015  100.00  0.00FNMA PASSTHRU MA2138  3.500 JAN 01 35 31418BLU8  911  911.27

08/01/2015  100.00  0.00FNMA PASSTHRU MA2176  3.000 FEB 01 35 31418BM29  713  712.59

08/01/2015  100.00  0.00FNMA PASSTHRU AE6057  4.000 OCT 01 40 31419GWT7  2,325  2,325.28

08/01/2015  100.00  0.00FNMA PASSTHRU MA2046  3.500 OCT 01 34 31418BHY5  1,843  1,842.87

08/01/2015  100.00  0.00FNMA PASSTHRU MA2079  4.000 NOV 01 34 31418BJZ0  729  728.95

08/01/2015  100.00  0.00FNMA PASSTHRU MA2110  3.500 DEC 01 34 31418BKY1  342  341.88

08/01/2015  100.00  0.00FNMA PASSTHRU MA1982  3.500 AUG 01 34 31418BFY7  1,435  1,434.60

08/01/2015  100.00  0.00FNMA PASSTHRU MA2019  4.000 SEP 01 34 31418BG59  841  841.49

08/01/2015  100.00  0.00FNMA PASSTHRU MA2055  4.000 OCT 01 34 31418BH90  412  412.38

08/01/2015  100.00  0.00FNMA PASSTHRU MA0514  4.000 SEP 01 40 31417YSC2  1,788  1,787.79

08/01/2015  100.00  0.00FNMA PASSTHRU MA1018  3.000 MAR 01 27 31418ADY1  1,721  1,721.15

08/01/2015  100.00  0.00FNMA PASSTHRU MA1029  3.500 APR 01 32 31418AEB0  329  329.48

08/01/2015  100.00  0.00FNMA PASSTHRU AP7553  3.000 SEP 01 42 3138MBMB9  283  282.77

08/01/2015  100.00  0.00FNMA PASSTHRU AR7391  3.000 JUN 01 43 3138W5F94  389  389.36

08/01/2015  100.00  0.00FNMA PASSTHRU 877118  3.500 JAN 01 41 31409SPB0  5,120  5,119.69

08/01/2015  100.00  0.00FNMA PASSTHRU AL6345  4.000 NOV 01 28 3138EPBP8  406  406.01

08/01/2015  100.00  0.00FNMA PASSTHRU AO8044  3.500 JUL 01 42 3138LY5E3  199  199.29

08/01/2015  100.00  0.00FNMA PASSTHRU AP3108  3.500 OCT 01 42 3138M6N29  404  403.91

08/01/2015  100.00  0.00FNMA PASSTHRU AH9719  4.500 APR 01 41 3138ABYR4  442  441.67
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Bay County VEBA

Sales

Transaction Detail - 7/1/2015 through 9/30/2015 90477

Total Proceeds Gain/LossAverage PriceCUSIPIssueDescription Trade Date Shares

Principal Payments

08/01/2015  100.00  0.00FNMA PASSTHRU AK4940  3.500 MAR 01 42 3138E9P20  344  344.03

08/01/2015  100.00  0.00FNMA PASSTHRU AL5521  4.500 JAN 01 40 3138END30  1,490  1,489.89

08/01/2015  100.00  0.00FHLMC PC GOL G30688  3.500 APR 01 34 3128CUXR2  362  362.29

08/01/2015  100.00  0.00FHLMC PC GOL C91793  3.500 OCT 01 34 3128P77E7  525  524.79

08/01/2015  100.00  0.00FHLMC PC GOL Q13086  3.000 NOV 01 42 3132HPNB6  328  327.63

08/01/2015  100.00  0.00BANC AMER CMBS 2007-  5.634 APR 10 49 059511AB1  5,417  5,417.27

08/01/2015  100.00  0.00BEAR STEARNS CMBS 20  5.291 OCT 12 42 07387BCL5  15,061  15,060.59

08/01/2015  100.00  0.00COMM MTG TR  1.402 JUN 12 47 12591YAY1  251  250.80

08/01/2015  100.00  0.00GNMA REMIC TRUST  2.750 JAN 20 38 38378CQF7  4,187  4,187.32

08/01/2015  100.00  0.00FHLMC REMIC SERIES  4.500 AUG 15 27 31398WE34  327  327.04

08/01/2015  100.00  0.00GNMA REMIC TRUST  4.500 OCT 20 37 38377FRP8  3,172  3,172.11

08/01/2015  100.00  0.00GNMA REMIC TRUST  2.000 MAY 20 39 38377YFU9  1,176  1,176.10

08/01/2015  100.00  0.00FNMA REMIC TRUST  4.500 NOV 25 39 31398R6U4  1,767  1,766.99

08/11/2015  100.00 -45.23LB-UBS CMBS 2006-C1  5.156 FEB 15 31 52108MDH3  386  386.44

08/15/2015  100.00 -6.00HYUNDAI AUTO RECV TR  1.010 FEB 15 18 44890QAC7  2,165  2,164.69

08/15/2015  100.00  0.19HYUNDAI AUTO RECV TR  0.440 FEB 15 17 44890UAB0  2,747  2,747.06

08/15/2015  100.00  0.00SANTANDER DRIVE AUTO  0.527 JUL 17 17 80283WAC3  7,725  7,725.41

08/15/2015  100.00 -16.87FORD CREDIT AUTO OWN  0.820 DEC 15 17 34530DAC3  7,117  7,116.96

08/15/2015  100.00 -5.80HONDA AUTO RECV  0.740 OCT 15 18 43813XAD6  6,182  6,182.19

09/01/2015  100.00 -44.00FNMA PASSTHRU MA2138  3.500 JAN 01 35 31418BLU8  742  741.97

09/01/2015  100.00 -20.47FNMA PASSTHRU MA2176  3.000 FEB 01 35 31418BM29  580  579.55

09/01/2015  100.00 -170.57FNMA PASSTHRU AE6057  4.000 OCT 01 40 31419GWT7  2,987  2,986.74
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Bay County VEBA

Sales

Transaction Detail - 7/1/2015 through 9/30/2015 90477

Total Proceeds Gain/LossAverage PriceCUSIPIssueDescription Trade Date Shares

Principal Payments

09/01/2015  100.00 -91.77FNMA PASSTHRU MA2046  3.500 OCT 01 34 31418BHY5  1,719  1,719.31

09/01/2015  100.00 -33.63FNMA PASSTHRU MA2079  4.000 NOV 01 34 31418BJZ0  453  453.18

09/01/2015  100.00 -17.97FNMA PASSTHRU MA2110  3.500 DEC 01 34 31418BKY1  389  388.60

09/01/2015  100.00 -68.54FNMA PASSTHRU MA1982  3.500 AUG 01 34 31418BFY7  1,344  1,343.85

09/01/2015  100.00 -71.26FNMA PASSTHRU MA2019  4.000 SEP 01 34 31418BG59  958  958.16

09/01/2015  100.00 -39.58FNMA PASSTHRU MA2055  4.000 OCT 01 34 31418BH90  539  539.00

09/01/2015  100.00 -50.58FNMA PASSTHRU MA0514  4.000 SEP 01 40 31417YSC2  952  952.05

09/01/2015  100.00 -112.60FNMA PASSTHRU MA1018  3.000 MAR 01 27 31418ADY1  2,650  2,649.52

09/01/2015  100.00 -21.30FNMA PASSTHRU MA1029  3.500 APR 01 32 31418AEB0  329  329.22

09/01/2015  100.00 -11.64FNMA PASSTHRU AP7553  3.000 SEP 01 42 3138MBMB9  256  255.97

09/01/2015  100.00 -10.59FNMA PASSTHRU AR7391  3.000 JUN 01 43 3138W5F94  366  366.33

09/01/2015  100.00 -17.16FNMA PASSTHRU 877118  3.500 JAN 01 41 31409SPB0  437  437.43

09/01/2015  100.00 -47.08FNMA PASSTHRU AL6345  4.000 NOV 01 28 3138EPBP8  673  672.56

09/01/2015  100.00 -14.92FNMA PASSTHRU AO8044  3.500 JUL 01 42 3138LY5E3  206  205.85

09/01/2015  100.00 -52.76FNMA PASSTHRU AP3108  3.500 OCT 01 42 3138M6N29  776  776.24

09/01/2015  100.00 -21.87FNMA PASSTHRU AH9719  4.500 APR 01 41 3138ABYR4  340  339.68

09/01/2015  100.00 -11.13FNMA PASSTHRU AK4940  3.500 MAR 01 42 3138E9P20  333  333.14

09/01/2015  100.00 -122.52FNMA PASSTHRU AL5521  4.500 JAN 01 40 3138END30  1,431  1,430.84

09/01/2015  100.00 -59.33FHLMC PC GOL G30688  3.500 APR 01 34 3128CUXR2  1,695  1,695.18

09/01/2015  100.00 -28.94FHLMC PC GOL C91793  3.500 OCT 01 34 3128P77E7  506  506.06

09/01/2015  100.00 -7.06FHLMC PC GOL Q13086  3.000 NOV 01 42 3132HPNB6  146  146.25

09/01/2015  100.00 -101.78BEAR STEARNS CMBS 20  5.291 OCT 12 42 07387BCL5  977  977.31
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Bay County VEBA

Sales

Transaction Detail - 7/1/2015 through 9/30/2015 90477

Total Proceeds Gain/LossAverage PriceCUSIPIssueDescription Trade Date Shares

Principal Payments

09/01/2015  100.00  0.00COMM MTG TR  1.402 JUN 12 47 12591YAY1  252  251.88

09/01/2015  100.00 -21.18GNMA REMIC TRUST  2.000 MAY 20 39 38377YFU9  1,093  1,093.22

09/01/2015  100.00 -101.43GNMA REMIC TRUST  2.750 JAN 20 38 38378CQF7  3,606  3,606.39

09/01/2015  100.00 -138.80FNMA REMIC TRUST  4.500 NOV 25 39 31398R6U4  2,266  2,266.16

09/01/2015  100.00 -122.03GNMA REMIC TRUST  4.500 OCT 20 37 38377FRP8  2,830  2,829.67

09/11/2015  100.00 -46.04LB-UBS CMBS 2006-C1  5.156 FEB 15 31 52108MDH3  393  393.37

09/15/2015  100.00  172.86SLM PRIVATE ST LN TR  0.537 JUN 15 21 78443CBM5  4,038  4,037.64

09/15/2015  100.00  0.00SANTANDER DRIVE AUTO  0.527 JUL 17 17 80283WAC3  7,261  7,261.12

09/15/2015  100.00 -7.12HONDA AUTO RECV  0.740 OCT 15 18 43813XAD6  7,591  7,591.11

09/15/2015  100.00 -5.53HYUNDAI AUTO RECV TR  1.010 FEB 15 18 44890QAC7  1,994  1,994.42

09/15/2015  100.00  0.18HYUNDAI AUTO RECV TR  0.440 FEB 15 17 44890UAB0  2,635  2,635.01

09/15/2015  100.00 -17.00FORD CREDIT AUTO OWN  0.820 DEC 15 17 34530DAC3  7,170  7,170.24

Total Principal Payments -2,880.14 229,638.23

Total Sales and Principal Payments  3,269.73 1,800,918.16
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Bay County VEBA

Purchases

Transaction Detail - 7/1/2015 through 9/30/2015 90477

CUSIP Total CostAverage PriceIssueDescription Trade Date Shares

Purchases

 3.902 JUL 12 50COMM MTG TR 2015-PC1 -27,809.93 103.0012593GAF9 07/01/2015  27,000

 0.750 FEB 15 45UNITED STATES TREAS -43,342.99 93.66912810RL4 07/08/2015  46,279

 3.000 MAY 15 45UNITED STATES TREAS -67,858.03 98.34912810RM2 07/09/2015  69,000

 3.000 MAY 15 45UNITED STATES TREAS -67,584.96 97.95912810RM2 07/09/2015  69,000

 2.375 JUL 14 20DEERE JOHN CAP CORP -31,973.12 99.9224422ESY6 07/09/2015  32,000

 2.375 JUL 14 20DEERE JOHN CAP CORP -19,005.13 100.0324422ESY6 07/09/2015  19,000

 2.950 JUL 13 23FEDERAL FARM CR BKS -137,000.00 100.003133EE3G3 07/10/2015  137,000

 2.350 APR 28 28 SUFEDERAL NTL MTG ASSN -18,671.30 98.273136G1LK3 07/10/2015  19,000

 2.375 JUL 14 20DEERE JOHN CAP CORP -13,954.78 99.6824422ESY6 07/10/2015  14,000

 3.300 SEP 09 24WELLS FARGO CO MTN B -33,217.66 97.7094974BGA2 07/13/2015  34,000

 3.900 JUL 15 25JPMORGAN CHASE & CO -21,917.28 99.6246625HMN7 07/14/2015  22,000

 1.390 SEP 16 19ALLY AUTO RECV TR -30,996.12 99.9902006YAC9 07/15/2015  31,000

 0.125 APR 15 16UNITED STATES TREAS -80,624.99 99.96912828QD5 07/17/2015  80,657

 2.625 FEB 28 28 SUFEDERAL NTL MTG ASSN -71,856.00 99.803136G1EY1 07/21/2015  72,000

 0.125 APR 15 16UNITED STATES TREAS -48,383.71 99.93912828QD5 07/22/2015  48,418

 3.125 FEB 15 22OCCIDENTAL PETE CORP -44,828.10 99.62674599CC7 07/23/2015  45,000

 2.709 MAR 06 25EXXON MOBIL CORP -12,520.56 96.3130231GAF9 07/24/2015  13,000

 3.300 SEP 09 24WELLS FARGO CO MTN B -43,347.92 98.5294974BGA2 07/27/2015  44,000

 6.500 FEB 01 39CONOCOPHILLIPS -19,807.84 123.8020825CAQ7 07/28/2015  16,000

 6.500 FEB 01 39CONOCOPHILLIPS -6,180.85 123.6220825CAQ7 07/29/2015  5,000

 3.625 FEB 12 24INTERNATIONAL BUSINE -101,032.00 101.03459200HU8 07/29/2015  100,000
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Bay County VEBA

Purchases

Transaction Detail - 7/1/2015 through 9/30/2015 90477

CUSIP Total CostAverage PriceIssueDescription Trade Date Shares

Purchases

 3.300 SEP 09 24WELLS FARGO CO MTN B -49,187.00 98.3794974BGA2 07/30/2015  50,000

 2.875 AUG 15 45UNITED STATES TREAS -34,266.58 100.78912810RN0 08/13/2015  34,000

 2.875 AUG 15 45UNITED STATES TREAS -68,930.87 99.90912810RN0 08/13/2015  69,000

 3.650 SEP 01 25BURLINGTON NORTHN SA -45,899.72 99.7812189LAY7 08/13/2015  46,000

 3.550 AUG 18 25STATE STR CORP -22,969.18 99.87857477AT0 08/13/2015  23,000

 3.550 AUG 18 25STATE STR CORP -46,003.68 100.01857477AT0 08/13/2015  46,000

 3.170 JUL 21 25FEDERAL FARM CR BKS -324,101.25 100.033133EE4B3 08/18/2015  324,000

 3.490 AUG 03 27FEDERAL FARM CR BKS -41,000.00 100.003133EE5U0 08/19/2015  41,000

 2.875 MAY 15 43UNITED STATES TREAS -48,046.48 102.23912810RB6 08/20/2015  47,000

 3.270 JUN 26 28FEDERAL FARM CR BKS -49,509.00 99.023133EEVQ0 08/20/2015  50,000

 1.000 SEP 30 20 SUFEDERAL HOME LN MTG -169,957.50 99.983134G7YJ4 09/09/2015  170,000

 3.600 MAR 22 29AMER AIRLINES PT TR -28,000.00 100.0002377BAB2 09/10/2015  28,000

 1.490 NOV 15 19ALLY AUTO RECV TR -27,998.64 100.0002007DAB6 09/10/2015  28,000

 3.150 SEP 17 25DISNEY WALT CO MTNS -46,888.14 99.7625468PDF0 09/14/2015  47,000

 0.375 JUL 15 25UNITED STATES TREAS -65,986.20 97.86912828XL9 09/18/2015  67,427

 2.450 SEP 24 20AMERICAN HONDA FIN C -32,978.55 99.9402665WAZ4 09/21/2015  33,000

 1.375 AUG 31 20UNITED STATES TREAS -61,835.31 99.73912828L32 09/22/2015  62,000

 2.950 JUL 13 23FEDERAL FARM CR BKS -80,592.00 100.743133EE3G3 09/23/2015  80,000

 1.375 AUG 31 20UNITED STATES TREAS -103,650.63 99.66912828L32 09/23/2015  104,000

 2.250 SEP 30 20GOLDMAN SACHS BK USA -124,218.75 99.3838148JP88 09/24/2015  125,000

 2.350 OCT 07 20AMERICAN EXPRESS CEN -246,450.00 99.3802587DC89 09/29/2015  248,000
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Bay County VEBA

Purchases

Transaction Detail - 7/1/2015 through 9/30/2015 90477

CUSIP Total CostAverage PriceIssueDescription Trade Date Shares

Purchases

 2.420 MAY 08 18AMERICREDIT AUTO REC -10,058.20 100.5803061UAE3 09/29/2015  10,000

 2.950 JUL 13 23FEDERAL FARM CR BKS -135,165.80 100.873133EE3G3 09/30/2015  134,000

 5.467 SEP 15 39CSFB COML MTG PTC 20 -81,245.85 102.1322545MAD9 09/30/2015  79,552

-$2,886,852.59Total Purchases

Total Purchases and Principal Payups -$2,886,852.59
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Bay County VEBA

Income

Transaction Detail - 7/1/2015 through 9/30/2015 90477

CUSIPIssueDescription Pay Date Proceeds

3128CUXR2 3.500 APR 01 34FHLMC PC GOL G30688  121.1907/01/2015

3128P77E7 3.500 OCT 01 34FHLMC PC GOL C91793  177.8607/01/2015

3132HPNB6 3.000 NOV 01 42FHLMC PC GOL Q13086  52.6807/01/2015

31418BLU8 3.500 JAN 01 35FNMA PASSTHRU MA2138  277.0007/01/2015

31418BM29 3.000 FEB 01 35FNMA PASSTHRU MA2176  182.2607/01/2015

31419GWT7 4.000 OCT 01 40FNMA PASSTHRU AE6057  475.8907/01/2015

31418BHY5 3.500 OCT 01 34FNMA PASSTHRU MA2046  435.8407/01/2015

31418BJZ0 4.000 NOV 01 34FNMA PASSTHRU MA2079  167.9507/01/2015

31418BKY1 3.500 DEC 01 34FNMA PASSTHRU MA2110  102.7707/01/2015

31418BFY7 3.500 AUG 01 34FNMA PASSTHRU MA1982  336.5407/01/2015

31418BG59 4.000 SEP 01 34FNMA PASSTHRU MA2019  292.2707/01/2015

31418BH90 4.000 OCT 01 34FNMA PASSTHRU MA2055  163.9007/01/2015

31417YSC2 4.000 SEP 01 40FNMA PASSTHRU MA0514  186.7107/01/2015

31418ADY1 3.000 MAR 01 27FNMA PASSTHRU MA1018  412.9907/01/2015

31418AEB0 3.500 APR 01 32FNMA PASSTHRU MA1029  67.4807/01/2015

3138MBMB9 3.000 SEP 01 42FNMA PASSTHRU AP7553  75.0507/01/2015

3138W5F94 3.000 JUN 01 43FNMA PASSTHRU AR7391  68.1507/01/2015

31409SPB0 3.500 JAN 01 41FNMA PASSTHRU 877118  468.0207/01/2015

3138EPBP8 4.000 NOV 01 28FNMA PASSTHRU AL6345  76.2207/01/2015

3138LY5E3 3.500 JUL 01 42FNMA PASSTHRU AO8044  56.2907/01/2015

3138M6N29 3.500 OCT 01 42FNMA PASSTHRU AP3108  100.7107/01/2015

3138ABYR4 4.500 APR 01 41FNMA PASSTHRU AH9719  74.8507/01/2015

3138E9P20 3.500 MAR 01 42FNMA PASSTHRU AK4940  79.6407/01/2015

3138END30 4.500 JAN 01 40FNMA PASSTHRU AL5521  275.8007/01/2015

54909WAA6 3.199 JUL 01 22LOYOLA UNIVERSITY CH  495.8407/01/2015

059511AB1 5.634 APR 10 49BANC AMER CMBS 2007-  27.4507/01/2015
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Bay County VEBA

Income

Transaction Detail - 7/1/2015 through 9/30/2015 90477

CUSIPIssueDescription Pay Date Proceeds

07387BCL5 5.291 OCT 12 42BEAR STEARNS CMBS 20  140.7607/01/2015

12591RAX8 2.928 FEB 12 47COMM MTG TR  200.0807/01/2015

12591YAY1 1.402 JUN 12 47COMM MTG TR  24.5107/01/2015

90269GAB7 2.180 MAY 12 45UBS COML MTG TR  27.2507/01/2015

90270RBC7 2.533 DEC 12 45UBS-BARCLY COML MTG  204.7307/01/2015

92937FAD3 3.198 MAR 17 48WFRBS COML MTG TR  106.6007/01/2015

12592KBC7 3.838 SEP 12 47COMM MTG TR  207.8907/01/2015

12624KAD8 3.147 AUG 17 45COMM MTG TR  86.5407/01/2015

12625UBF9 4.234 JUL 12 45COMM MTG TR  248.6607/01/2015

90269CAD2 3.525 MAY 11 63UBS-BARCLY COML MTG  58.7507/01/2015

31398R6U4 4.500 NOV 25 39FNMA REMIC TRUST  234.2007/01/2015

31398WE34 4.500 AUG 15 27FHLMC REMIC SERIES  2.7007/01/2015

38377FRP8 4.500 OCT 20 37GNMA REMIC TRUST  210.4907/01/2015

38377YFU9 2.000 MAY 20 39GNMA REMIC TRUST  61.3807/01/2015

38378CQF7 2.750 JAN 20 38GNMA REMIC TRUST  310.2907/01/2015

822582AV4 2.250 JAN 06 23SHELL INTERNATIONAL  1,372.5007/06/2015

CASHCASHCASH  14.2207/07/2015

3133EDPP1 3.190 JUL 07 23FEDERAL FARM CR BKS  2,137.3007/07/2015

36962G4Y7 4.625 JAN 07 21GENERAL ELEC CAP COR  3,422.5007/07/2015

3133EDPP1 3.190 JUL 07 23FEDERAL FARM CR BKS  35.6207/10/2015

172967FW6 4.450 JAN 10 17CITIGROUP INC  1,602.0007/10/2015

52108MDH3 5.156 FEB 15 31LB-UBS CMBS 2006-C1  57.3607/11/2015

03523TBE7 7.750 JAN 15 19ANHEUSER BUSCH INBEV  2,906.2507/15/2015

126410LM9 6.251 JAN 15 23CSX TRANS INC 2007-1  2,864.0707/15/2015

31331FAX9 6.720 JUL 15 23FEDERAL EXPRESS PASS  3,301.7407/15/2015

06406HCP2 2.100 JAN 15 19BANK NEW YORK MTN BK  1,354.5007/15/2015
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Bay County VEBA

Income

Transaction Detail - 7/1/2015 through 9/30/2015 90477

CUSIPIssueDescription Pay Date Proceeds

34530DAC3 0.820 DEC 15 17FORD CREDIT AUTO OWN  57.4307/15/2015

43813XAD6 0.740 OCT 15 18HONDA AUTO RECV  42.5507/15/2015

44890QAC7 1.010 FEB 15 18HYUNDAI AUTO RECV TR  23.6007/15/2015

44890UAB0 0.440 FEB 15 17HYUNDAI AUTO RECV TR  5.1907/15/2015

80283WAC3 0.527 JUL 17 17SANTANDER DRIVE AUTO  11.6907/15/2015

3134G6NY5 1.000 APR 16 20 SUFEDERAL HOME LN MTG  412.5007/16/2015

02005AEY0 0.596 JAN 15 19ALLY MSTR OWNR TR  21.4707/16/2015

36159LCR5 0.716 JAN 20 20GE DEALER FLRPLN  49.6207/20/2015

38148JHV6 3.000 JAN 21 25GLDSACHS BK 33124 CD  1,785.2107/21/2015

064159FL5 2.800 JUL 21 21BANK NOVA SCOTIA  784.0007/21/2015

3133EEKR0 2.875 JUL 22 24FEDERAL FARM CR BKS  1,566.8807/22/2015

46625HKC3 3.125 JAN 23 25JPMORGAN CHASE & CO  1,031.2507/23/2015

17284A2Y3 2.100 JUL 25 19CIT BANK 33575 CD  2,551.3607/25/2015

02587DKP2 1.700 JUL 26 17AMEX CNT BK 27471 CD  2,065.3807/26/2015

31418BLU8 3.500 JAN 01 35FNMA PASSTHRU MA2138  274.2208/01/2015

31418BM29 3.000 FEB 01 35FNMA PASSTHRU MA2176  180.7308/01/2015

31419GWT7 4.000 OCT 01 40FNMA PASSTHRU AE6057  462.3408/01/2015

31418BHY5 3.500 OCT 01 34FNMA PASSTHRU MA2046  429.2708/01/2015

31418BJZ0 4.000 NOV 01 34FNMA PASSTHRU MA2079  165.7608/01/2015

31418BKY1 3.500 DEC 01 34FNMA PASSTHRU MA2110  100.8508/01/2015

31418BFY7 3.500 AUG 01 34FNMA PASSTHRU MA1982  332.5908/01/2015

31418BG59 4.000 SEP 01 34FNMA PASSTHRU MA2019  289.7108/01/2015

31418BH90 4.000 OCT 01 34FNMA PASSTHRU MA2055  162.5608/01/2015

31417YSC2 4.000 SEP 01 40FNMA PASSTHRU MA0514  184.5908/01/2015

31418ADY1 3.000 MAR 01 27FNMA PASSTHRU MA1018  409.7008/01/2015

31418AEB0 3.500 APR 01 32FNMA PASSTHRU MA1029  66.4208/01/2015
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Bay County VEBA

Income

Transaction Detail - 7/1/2015 through 9/30/2015 90477

CUSIPIssueDescription Pay Date Proceeds

3138MBMB9 3.000 SEP 01 42FNMA PASSTHRU AP7553  74.4308/01/2015

3138W5F94 3.000 JUN 01 43FNMA PASSTHRU AR7391  67.7708/01/2015

31409SPB0 3.500 JAN 01 41FNMA PASSTHRU 877118  460.9308/01/2015

3138EPBP8 4.000 NOV 01 28FNMA PASSTHRU AL6345  74.5808/01/2015

3138LY5E3 3.500 JUL 01 42FNMA PASSTHRU AO8044  55.6208/01/2015

3138M6N29 3.500 OCT 01 42FNMA PASSTHRU AP3108  97.4208/01/2015

3138ABYR4 4.500 APR 01 41FNMA PASSTHRU AH9719  74.0108/01/2015

3138E9P20 3.500 MAR 01 42FNMA PASSTHRU AK4940  79.2708/01/2015

3138END30 4.500 JAN 01 40FNMA PASSTHRU AL5521  268.9408/01/2015

3128CUXR2 3.500 APR 01 34FHLMC PC GOL G30688  120.3708/01/2015

3128P77E7 3.500 OCT 01 34FHLMC PC GOL C91793  175.8708/01/2015

3132HPNB6 3.000 NOV 01 42FHLMC PC GOL Q13086  51.9108/01/2015

20825CAR5 5.750 FEB 01 19CONOCOPHILLIPS  2,156.2508/01/2015

459200HP9 3.375 AUG 01 23INTERNATIONAL BUSINE  1,687.5008/01/2015

20825CAQ7 6.500 FEB 01 39CONOCOPHILLIPS  2,665.0008/01/2015

90270RBC7 2.533 DEC 12 45UBS-BARCLY COML MTG  204.7308/01/2015

92937FAD3 3.198 MAR 17 48WFRBS COML MTG TR  106.6008/01/2015

12592KBC7 3.838 SEP 12 47COMM MTG TR  207.8908/01/2015

12593GAF9 3.902 JUL 12 50COMM MTG TR 2015-PC1  87.7908/01/2015

12624KAD8 3.147 AUG 17 45COMM MTG TR  86.5408/01/2015

12625UBF9 4.234 JUL 12 45COMM MTG TR  245.9208/01/2015

90269CAD2 3.525 MAY 11 63UBS-BARCLY COML MTG  58.7508/01/2015

90269GAB7 2.180 MAY 12 45UBS COML MTG TR  27.2508/01/2015

07387BCL5 5.291 OCT 12 42BEAR STEARNS CMBS 20  70.2608/01/2015

12591RAX8 2.928 FEB 12 47COMM MTG TR  200.0808/01/2015

12591YAY1 1.402 JUN 12 47COMM MTG TR  24.1808/01/2015
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Bay County VEBA

Income

Transaction Detail - 7/1/2015 through 9/30/2015 90477

CUSIPIssueDescription Pay Date Proceeds

059511AB1 5.634 APR 10 49BANC AMER CMBS 2007-  25.4308/01/2015

38378CQF7 2.750 JAN 20 38GNMA REMIC TRUST  299.2808/01/2015

31398WE34 4.500 AUG 15 27FHLMC REMIC SERIES  1.2308/01/2015

38377FRP8 4.500 OCT 20 37GNMA REMIC TRUST  196.9108/01/2015

38377YFU9 2.000 MAY 20 39GNMA REMIC TRUST  59.0308/01/2015

31398R6U4 4.500 NOV 25 39FNMA REMIC TRUST  226.3008/01/2015

172967JH5 1.800 FEB 05 18CITIGROUP INC  1,152.0008/05/2015

3130A3VM3 2.700 FEB 06 23FEDERAL HOME LOAN BA  810.0008/06/2015

059511AB1 5.634 APR 10 49BANC AMER CMBS 2007-  25.3908/11/2015

52108MDH3 5.156 FEB 15 31LB-UBS CMBS 2006-C1  29.1208/11/2015

459200HU8 3.625 FEB 12 24INTERNATIONAL BUSINE  1,812.5008/12/2015

594918BD5 3.750 FEB 12 45MICROSOFT CORP  1,181.2508/12/2015

3136G2DQ7 1.500 FEB 13 20 SUFEDERAL NTL MTG ASSN  990.0008/13/2015

05565QCY2 1.674 FEB 13 18BP CAP MKTS P L C  192.5108/13/2015

912810RK6 2.500 FEB 15 45UNITED STATES TREAS  1,012.5008/15/2015

912828J27 2.000 FEB 15 25UNITED STATES TREAS  540.0008/15/2015

912810RL4 0.750 FEB 15 45UNITED STATES TREAS  747.2208/15/2015

795450NV3 1.750 AUG 15 17SLMA BANK 58177 CD  1,883.1408/15/2015

17275RAD4 5.900 FEB 15 39CISCO SYS INC  3,599.0008/15/2015

674599CC7 3.125 FEB 15 22OCCIDENTAL PETE CORP  703.1308/15/2015

931142CK7 6.500 AUG 15 37WAL-MART STORES INC  5,135.0008/15/2015

26442CAH7 5.300 FEB 15 40DUKE ENERGY CAROLINA  1,669.5008/15/2015

44890UAB0 0.440 FEB 15 17HYUNDAI AUTO RECV TR  4.1808/15/2015

80283WAC3 0.527 JUL 17 17SANTANDER DRIVE AUTO  8.7708/15/2015

02006YAC9 1.390 SEP 16 19ALLY AUTO RECV TR  27.5308/15/2015

34530DAC3 0.820 DEC 15 17FORD CREDIT AUTO OWN  52.2508/15/2015
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Bay County VEBA

Income

Transaction Detail - 7/1/2015 through 9/30/2015 90477

CUSIPIssueDescription Pay Date Proceeds

43813XAD6 0.740 OCT 15 18HONDA AUTO RECV  42.5508/15/2015

44890QAC7 1.010 FEB 15 18HYUNDAI AUTO RECV TR  21.7708/15/2015

02005AEY0 0.596 JAN 15 19ALLY MSTR OWNR TR  23.6808/16/2015

48125TW43 1.000 FEB 19 20JPM CHAS BK 00628 CD  570.2708/19/2015

36159LCR5 0.716 JAN 20 20GE DEALER FLRPLN  53.3208/20/2015

3136G0WF4 1.700 AUG 23 27 SUFEDERAL NTL MTG ASSN  1,300.5008/23/2015

3136G1EY1 2.625 FEB 28 28 SUFEDERAL NTL MTG ASSN  4,528.1308/28/2015

3135G0UP6 3.000 MAR 01 28FEDERAL NTL MTG ASSN  1,050.0009/01/2015

31418BLU8 3.500 JAN 01 35FNMA PASSTHRU MA2138  271.5609/01/2015

31418BM29 3.000 FEB 01 35FNMA PASSTHRU MA2176  178.9509/01/2015

31419GWT7 4.000 OCT 01 40FNMA PASSTHRU AE6057  454.5909/01/2015

31418BHY5 3.500 OCT 01 34FNMA PASSTHRU MA2046  423.8909/01/2015

31418BJZ0 4.000 NOV 01 34FNMA PASSTHRU MA2079  163.3309/01/2015

31418BKY1 3.500 DEC 01 34FNMA PASSTHRU MA2110  99.8609/01/2015

31418BFY7 3.500 AUG 01 34FNMA PASSTHRU MA1982  328.4009/01/2015

31418BG59 4.000 SEP 01 34FNMA PASSTHRU MA2019  286.9109/01/2015

31418BH90 4.000 OCT 01 34FNMA PASSTHRU MA2055  161.1809/01/2015

31417YSC2 4.000 SEP 01 40FNMA PASSTHRU MA0514  178.6309/01/2015

31418ADY1 3.000 MAR 01 27FNMA PASSTHRU MA1018  405.4009/01/2015

31418AEB0 3.500 APR 01 32FNMA PASSTHRU MA1029  65.4609/01/2015

3138MBMB9 3.000 SEP 01 42FNMA PASSTHRU AP7553  73.7309/01/2015

3138W5F94 3.000 JUN 01 43FNMA PASSTHRU AR7391  66.7909/01/2015

31409SPB0 3.500 JAN 01 41FNMA PASSTHRU 877118  446.0009/01/2015

3138EPBP8 4.000 NOV 01 28FNMA PASSTHRU AL6345  73.2309/01/2015

3138LY5E3 3.500 JUL 01 42FNMA PASSTHRU AO8044  55.0409/01/2015

3138M6N29 3.500 OCT 01 42FNMA PASSTHRU AP3108  96.2509/01/2015
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Transaction Detail - 7/1/2015 through 9/30/2015 90477

CUSIPIssueDescription Pay Date Proceeds

3138ABYR4 4.500 APR 01 41FNMA PASSTHRU AH9719  72.3509/01/2015

3138E9P20 3.500 MAR 01 42FNMA PASSTHRU AK4940  78.2709/01/2015

3138END30 4.500 JAN 01 40FNMA PASSTHRU AL5521  263.3509/01/2015

3128CUXR2 3.500 APR 01 34FHLMC PC GOL G30688  119.3109/01/2015

3128P77E7 3.500 OCT 01 34FHLMC PC GOL C91793  174.3409/01/2015

3132HPNB6 3.000 NOV 01 42FHLMC PC GOL Q13086  51.0909/01/2015

12624KAD8 3.147 AUG 17 45COMM MTG TR  86.5409/01/2015

12625UBF9 4.234 JUL 12 45COMM MTG TR  248.6409/01/2015

90269CAD2 3.525 MAY 11 63UBS-BARCLY COML MTG  58.7509/01/2015

90269GAB7 2.180 MAY 12 45UBS COML MTG TR  27.2509/01/2015

90270RBC7 2.533 DEC 12 45UBS-BARCLY COML MTG  204.7309/01/2015

92937FAD3 3.198 MAR 17 48WFRBS COML MTG TR  106.6009/01/2015

12591RAX8 2.928 FEB 12 47COMM MTG TR  200.0809/01/2015

12591YAY1 1.402 JUN 12 47COMM MTG TR  23.8909/01/2015

12592KBC7 3.838 SEP 12 47COMM MTG TR  207.8909/01/2015

12593GAF9 3.902 JUL 12 50COMM MTG TR 2015-PC1  87.8009/01/2015

07387BCL5 5.291 OCT 12 42BEAR STEARNS CMBS 20  4.3109/01/2015

38377YFU9 2.000 MAY 20 39GNMA REMIC TRUST  57.0709/01/2015

38378CQF7 2.750 JAN 20 38GNMA REMIC TRUST  289.6809/01/2015

31398R6U4 4.500 NOV 25 39FNMA REMIC TRUST  219.6809/01/2015

38377FRP8 4.500 OCT 20 37GNMA REMIC TRUST  185.0109/01/2015

38141GVM3 4.000 MAR 03 24GOLDMAN SACHS GROUP  3,060.0009/03/2015

3133EERQ5 2.900 MAR 04 24FEDERAL FARM CR BKS  1,174.5009/04/2015

313380LM7 2.900 SEP 05 25FEDERAL HOME LOAN BA  1,035.7109/05/2015

40428HPQ9 1.700 MAR 05 18HSBC USA INC NEW  960.5009/05/2015

30231GAF9 2.709 MAR 06 25EXXON MOBIL CORP  1,625.4009/06/2015
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Bay County VEBA

Income

Transaction Detail - 7/1/2015 through 9/30/2015 90477

CUSIPIssueDescription Pay Date Proceeds

693476BN2 3.300 MAR 08 22PNC FUNDING CORP  3,465.0009/08/2015

94974BGA2 3.300 SEP 09 24WELLS FARGO CO MTN B  2,112.0009/09/2015

91159HHK9 3.600 SEP 11 24U S BANCORP MTNS BK  1,944.0009/11/2015

52108MDH3 5.156 FEB 15 31LB-UBS CMBS 2006-C1  27.4609/11/2015

3134G6GM9 1.250 MAR 12 20 SUFEDERAL HOME LN MTG  356.2509/12/2015

459200GJ4 5.700 SEP 14 17INTL BUSINESS MCHN  3,562.5009/14/2015

563469EC5 9.500 SEP 15 18MANITOBA  1,053.5909/15/2015

372546AQ4 3.485 SEP 15 22GEORGE WASHINGTON UN  1,829.6309/15/2015

372546AR2 1.827 SEP 15 17GEORGE WASHINGTON UN  164.4309/15/2015

92343VBS2 6.400 SEP 15 33VERIZON COMMUNICATIO  2,560.0009/15/2015

78010USN8 2.150 MAR 15 19ROYAL BANK OF CANADA  838.5009/15/2015

80283WAC3 0.527 JUL 17 17SANTANDER DRIVE AUTO  5.5209/15/2015

44890QAC7 1.010 FEB 15 18HYUNDAI AUTO RECV TR  19.9409/15/2015

44890UAB0 0.440 FEB 15 17HYUNDAI AUTO RECV TR  3.1709/15/2015

78443CBM5 0.537 JUN 15 21SLM PRIVATE ST LN TR  34.2709/15/2015

02006YAC9 1.390 SEP 16 19ALLY AUTO RECV TR  35.9109/15/2015

34530DAC3 0.820 DEC 15 17FORD CREDIT AUTO OWN  47.3909/15/2015

43813XAD6 0.740 OCT 15 18HONDA AUTO RECV  38.7409/15/2015

CASHCASHCASH  9.1809/16/2015

02005AEY0 0.596 JAN 15 19ALLY MSTR OWNR TR  21.5809/16/2015

36159LCR5 0.716 JAN 20 20GE DEALER FLRPLN  54.4609/20/2015

46625HJE1 3.250 SEP 23 22JPMORGAN CHASE & CO  3,201.2509/23/2015

06740AYQ6 0.000 MAR 26 18BARCLAYS BK 57203 CD  617.5309/26/2015

3136G1J26 3.000 MAR 27 28 SUFEDERAL NTL MTG ASSN  900.0009/27/2015

3133EEVY3 3.180 MAR 30 27FEDERAL FARM CR BKS  1,431.0009/30/2015
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Total Income $118,099.60
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Bay County VEBA

Other

Transaction Detail - 7/1/2015 through 9/30/2015 90477

SharesCUSIPIssueDescription Average Price

Proceeds/

Distributions Gain/LossTransaction Type Trade Date

3133EDPP1 3.190 JUL 07 23FEDERAL FARM CR BKS -202.72 100.00Maturity 07/10/2015  134,000.00 134,000

3134G6NY5 1.000 APR 16 20 SUFEDERAL HOME LN MTG  0.00 100.00Maturity 07/16/2015  165,000.00 165,000

CASHCASHCASH  0.00 1.00Cash Withdrawal 08/14/2015 -3.04 3

3136G0WF4 1.700 AUG 23 27 SUFEDERAL NTL MTG ASSN  1,606.50 100.00Maturity 08/23/2015  153,000.00 153,000

3136G1EY1 2.625 FEB 28 28 SUFEDERAL NTL MTG ASSN  1,855.30 100.00Maturity 08/28/2015  345,000.00 345,000

3134G6GM9 1.250 MAR 12 20 SUFEDERAL HOME LN MTG  22.80 100.00Maturity 09/12/2015  57,000.00 57,000

3136G1J26 3.000 MAR 27 28 SUFEDERAL NTL MTG ASSN  30.00 100.00Maturity 09/27/2015  60,000.00 60,000

Total Other  3,311.88 913,996.96
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October 2015

Five Minutes 
with C.S.McKee

C. S. McKee, LP One Gateway Center Pittsburgh, PA 15222 412/566-1234 FAX 412/566-1548

The Economy at a Glance
Jarred by weakness in China’s economy and a surprise 
devaluation of its currency, financial markets were 
volatile in the third quarter. A surprisingly dovish state-
ment from the September FOMC meeting kept alive 
concerns that emerging market weakness would affect 
the U.S. We expect the Fed to hold off a rate hike until 
the new year. 

Research shows 
that exchange-rate 
movements and 
import prices have minimal effects on U.S. core CPI 
inflation measures, and imports constitute only 10% 
of personal consumption expenditures. We believe the 
markets have over-reacted to what will prove to have a 
minimal effect on long-term U.S. growth and inflation. 
Nonfarm jobs growth should rebound from its sluggish 
August and September pace, the labor market tighten, 
and wage pressures increase. We see GDP continuing 
its modest expansion for the rest of the year at a 2.5% 
annual rate. Nevertheless, while Congress remains 
intent on avoiding a government shutdown, battles over 
the debt ceiling need a quick resolution soon to avoid 
the consequences of a potential default on U.S. debt 
obligations.

Fixed Income
Total returns from domestic investment-grade fixed 
income rebounded in the third quarter, led by gains 
in Treasury bonds. The drop in yields more than 
offset widening credit spreads, resulting in returns 
between 1% and 1¼% for intermediate and broad-
market indices. The yield curve flattened as Treasury 
bond yields fell. The widened spreads in credit securi-
ties, an average of 30 basis points during the quarter, 
were grounded in weakening global economic funda-
mentals and supported by a strong corporate supply. 
Year-to-date investment-grade credit issuance was 13% 
ahead of last year’s record amount. 

The spike in bond market volatility created opportuni-
ties. We increased our allocation to industrial credit, as 
wider spreads presented fair compensation given the 
prospect of modest economic growth. We also length-
ened the average duration of our agency, CMBS, and 
ABS holdings in response to attractive offers in both 
the secondary and new-issue markets.

Domestic Equity
The S&P 500 Index had its worst quarterly perfor-
mance, and the most volatility, since 2011 as concerns 
about the Chinese economy and the timing of a Fed 
rate hike dominated investor sentiment. The Index 
registered a negative return of 6.46% for the third 
quarter. Value and small-cap stocks were hit even 
harder. The Russell 1000 Value Index returned a 
negative 8.45%; the Russell 2000, a negative 11.93%.

The healthcare sector in particular experienced 
widespread selling after a news article alleged pricing 
abuses in a few, single-source, off-patent drugs. 
Investors, spooked by calls for a Congressional inves-
tigation, effectively threw out the sector baby with the 
bathwater. (See our assessment of the sector’s pros-
pects on the reverse page.) Less noticed during the 
quarter were other, more promising economic signs. 
U.S. auto sales jumped in September, putting them 
on track for the best year since 2000. And the second-
quarter GDP growth rate was revised upward to 3.9%, 
reflecting an upturn in exports and declining imports.

International Equity
International markets suffered sharp reversals in the 
third quarter. Prompted by concerns about U.S. Federal 
Reserve policy, China’s slowing economic growth, and 
a general aversion to risk, the benchmark EAFE Index 
recorded a negative return of 10.24%. Despite dissi-
pating worries about the expulsion of Greece from the 
Eurozone, the Europe Stoxx 600 index fell 9.1% in euro 
terms. Markets in Germany and Spain fell 12%. The 
prospect of a global economic slowdown threatened 
export-reliant Germany, while a provincial election 
reflecting dreams of Catalan independence unsettled 
investors in Spain. The UK market felt the global 
weakness and fell 7% in pound terms, yet the economy 
should register one of the best growth rates in Europe 
this year.

Asian markets could 
not escape the vortex 
of China, given 
the Asian economies’ links to it. The Chinese stock 
market fell 24% in the quarter, a rout accelerated by 
the central bank’s decision to allow the renminbi to 
weaken about 3%. Japan’s market fell 13%; Singapore’s 
and Hong Kong’s markets even more.

A resilient U.S. economy

Global markets slump; 
UK economy growing
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PD1/PDL1 in immuno-oncology), from genomics, and 
from the use of companion diagnostics.

Innovation requires signifi-
cant risk-taking. The all-in cost 
of developing and bringing 
to market a novel therapy is 
estimated to be >$2.6B over a 
10-plus-year period (Tufts Center for the Study of Drug 
Development, 2014). Even with a relatively friendly 
regulatory environment, the chances for a new drug 
to actually make it from pre-clinical testing through 
human testing to market is 1 in 5,000 (the success rate 
from Phase I to FDA approval is nearly 1 in 10).

Does this justify, for example, the annual wholesale 
cost of $500,000 for Soliris (Alexion Pharmaceuticals) 
for the treatment for paroxysmal nocturnal hemoglo-
binuria? Or Turing Pharmaceuticals increasing the 
price of its off-patent parasite-fighting drug Daraprim 
from $13.50 to $750 per pill?

We would argue that there is
a difference between genuine 
innovative therapies that carry 
a high price tag and simple 
price increases because there 
is no competition due to a regulatory loophole. For 
example, the recent advancements in the treatment 
for hepatitis C from Gilead cure the disease, avoiding 
a liver transplant, and ultimately lowering healthcare 
spend. The wholesale cost of treatment with Gilead’s 
Harvoni is $60-90k compared to >$300k for a liver 
transplant. Gilead acquired its hepatitis C therapies 
with its acquisition of Pharmasset  for $11B in 2011. At 
the time, these therapies were still in various Phase II/
Phase III studies.  First Pharmasset, then Giliad took 
on significant risk, which ultimately paid off.

An unwarranted sell-off
Pricing issues aside, what has changed with the 
healthcare sector to warrant the sell-off?  Nothing. 
Ultimately, demographics, innovative therapies, and 
improved delivery of healthcare from companies with 
an eye on quality and cost will drive the sector. Our 
portfolios are positioned with these themes in mind—
including innovative companies such as Celgene and 
Gilead, as well as service companies such as Express 
Scripts and Amerisource Bergen.

Nothing in this newsletter represents a recommendation to buy or sell any particular security. Investors should consult their own investment adviser to determine 
whether a particular investment or strategy is appropriate for their specific situation.

The healthcare sector has out-
performed the broader market 
for the past several years, driven 
in part by both innovation and 
the increased number of insured 
resulting from the Patient Protection 
and Affordable Care Act. Certain 
sub-sectors clearly were over-
extended—fueled by earnings 

growth and M&A. In July healthcare M&A hit $395B, 
according to Reuters, already surpassing the full-year 
2014 record of $392B. But August and September 
brought a significant sell-off, with the Nasdaq 
Biotechnology Index down ≈27% from its July highs. 

The sell-off acceler-
ated after a New York 
Times article on alleged 
pricing abuses with 
a small number of 
obscure, off-patent drugs and the subsequent call for 
a Congressional inquiry into the pricing practices of 
some companies.  Nonetheless, investors adopted a 
sell-first, ask-later attitude toward the sector.

Driven by demographics and innovative therapies, 
global pharmaceutical spending crossed the $1T 
plateau for the first time in 2014. But drug pricing 
has been a sensitive issue—which should not  
surprise anyone. 

Market growth no surprise, either
Some 14% of the U.S. population was 65 or older in 
2010, and that proportion is expected to reach 20% by 
2030. Other developed economies show similar trends.  

With age, health care spending and utilization 
increases.  Estimates from the Centers for Medicare 
& Medicaid Services project U.S. health expenditures 
to exceed $5T by 2022, from $3T in 2015. (But note 
that spending on drugs accounts for less than 10% of 
the total.) Developing economies, as well, have expe-
rienced increased healthcare utilization, a result of 
improved living conditions and access to care.

The innovation engine
Ultimately, innovation will drive commercial success 
and stock performance.  Innovation can come in 
three forms:  greenfield innovation, leap-frog innova-
tion, and incremental innovation.  We believe that 
success will follow the first two categories—coming, for 
example, from novel mechanisms of action (such as 

A sell-first, ask-later 
attitude

The real thing 
gives real value

Many tested, 
few to market

Drug Pricing and Prospects
for the Healthcare Sector
by Harish Aiyar, PhD, Vice President and Portfolio Manager, Equities
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