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ANALYZE

How Should You Be Reviewing Your Investment Portfolio?




Detailed Historical Credit Rating Allocation
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What This Shows:
Fixed income portfolio credit rating allocation by sector, quarterly over the last six years. This can also be viewednarizei version.

Significance:

Insurers tend to make changes to their portfolio slowly from quarter to quarter, keeping in mind realized gain or losadintiizswever, this
report allows you to see trends over a longerm horizon, since small changes over a long period of time can equate to rga\cleanges.
Thus, this report allows you to see trends in credit rating exposure over the last six years.



Detailed Historical Asset Allocation Summary
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What This Shows:
Fixed income portfolio asset allocation by sector over the last six years. This chart can be viewed in either a delailedrized version.

Significance:

Insurers tend to make changes to their portfolio slowly from quarter to quarter, keeping in mind realized gain or losadintiizswever, this
report allows you to see trends over a longerm horizon, since small changes over a long period of time can equate to rga\cleanges.
Thus, this report allows you to see trends in the mix of fixed income sectors over the last six years.



Credit Duration
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What This Shows:

This graph combines credit and interest rate riglach vertical bar shows the percentage of the fixed income portfolio indésteach credit
rating. The horizontal line shows the average portfolio duration, while the other lines connect the points corresponding tioettien
(interest rate risk) within a given credit rating.

Significance:
Combining credit and interest rate risk simultaneously can be problemataeslly, the duration for any given credit ratimgl not vary
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Average Credit Rating

Average Credit Ratings
Portfolio: Total Portfolio
Quarter: 2nd Q, 20
Wil 1.15% 672 3.79 1.390%
2nd Q, rage
20 Average
Credit BBB+ A A A
Rating
Af:*"" 1.15% 6.73 3.81 1.39%
15t Q, i
20 Average
Credit BBB+ A A A
Rating
A'::’"” 1.2206 7.15 4.01 1.47%
4th Q, rage
19 Average
Credit BBB+ A A A-
Rating
A':““" 1.220% 7.16 4.03 1.47%
3rd Q, oo
19 Average
Credit BBB+ A A A-
Rating
AF‘:“" 1.220 7.13 4.03 1.46%
2nd Q, e
19 Average
Credit BBB+ A A A-
Rating
*Using Moody's 5-Year cumulative issuer default rates.

What This Shows:

PaAy 3 f2y3 (S Nactoravwk find thad the dRfSUT pratzibifity increases in much greater than a linear Bgyeweighting
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the +/-in credit ratings (Detailed) or does not use the Bummarized).

Significance:
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Book Yield Trend
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What This Shows:
Portfolio book yield over time.

Significance:
In a lowrate environment, where market yields on new purchases are below portfolio book yield, an ongoing decline in bask yield
expected. But how far has it changed over time?



Asset Allocation %
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What This Shows:

Fixed income portfolio asset allocation over the last five quarters.

Significance:

Behind every fixed income portfolio is an allocation amongst similar, yet different, asset classesrs tend to have poitfios tilted more
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Asset Allocation Change
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What This Shows:
Change in fixed income portfolio asset allocation from the prior quarter.

Significance:

Major changes in fixed income portfolio asset allocation are spotted quickly by reviewing this graph.




Credit Rating Detail
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What This Shows:

Percentage of the fixed income portfolio invested in any given detailed credit rating over the last five quarters.

Significance:
One of the most important decisions in fixed income portfolio construction is its exposure to credifhiskieport allowsqu to see trends
in this allocation over the last five quarters.
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Credit Summary

§
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What This Shows:
Percentage of the fixed income portfolio invested in any given summarized credit rating over the last five quarters.

Significance:
One of the most important decisions in fixed income portfolio construction is its exposure to credifhiskieport allowsqu to see trends
in this allocation over the last five quarters.



SVORating

% Market Value
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What This Shows:

The Securities Valuation Office (SVO) of the NAIC requires that US insurer fixed income investments have an SVO cranliimgtingm 1
to 6. This report uses that table to imply the correct SVO rating for each security in the fixed income portfolio; and thénespercentage
of the fixed income portfolio invested in any given SVO rating over the last five quarters.

Significance:
One of the most important decisions in fixed income portfolio construction is its exposure to credithiskieport allowsqu to see trends o
Ay GKAa FEt20FGA2y 20SNJ GKS fFrad FAGS ljdZd NISNES a ¢g2df R 0SS 1SS



Duration Profile
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What This Shows:
Duration Profile shows places the bonds in the portfolio into sixdetermined duration buckets.

Significance:
2SS 1y26 GKS LRNITF2fA2Qa | OSNI IS RdzNI GA2y > odzi K2¢ | NBe GKS 02y Ra
duration?Are a small amount of long duration bonds pulling up portfolio duration or is it a more even spread through thentidteation

bucketsnowing where duration is occurring can provide a better understanding on how sensitive the portfolio may be to shtrges
shape of the yield curve. 13



Credit Exposure

Corporate

SELECTIVE INS GROUP INC

Market Value

1 B16300AD o0 corl Lot1 1,500,000 2,086,022 1.83% 1,769,754 BEB 9.534  11/15/2034
2  3137FDW9 ::":;] FREDDIE MAC 4753 1,750,000 1,956,129 171% 1,649,153 AA+ 12.703  02/15/2048
3 3137FDUF }:":;}Me"“' FREDDIE MAC 4754 1,750,000 1,914,321 1.68% 1,820,846 AA+ 7714 12/15/2036
4 3137F3TQ ::",,'f;]“-"’"“"' FREDDIE MAC 4764 1,750,000 1,854,388 1.63% 1,731,185 AA+ 6335  07/15/2045
Taxable
5 77810254  Municipal ggwu[ MINNINDPTSCH 4 cop o000 1,755,947 1.54% 1,584,724 AA 7360  02/01/2029
Bond
Taxable
6 64971XBB  Municipal m&m 1,500,000 1,647,645 1.44% 1,525,399 AAL 8371  08/01/2030
7 20453KAA g:ﬂ“mtﬁ COMPASS BANK 1,500,000 1,612,166 1.41% 1,459,363 EBB 4027  04/10/2025
8  101137AE c"n ""'"l s mnusl'lf.:flm"" LS 1,000,000 1,485,089 1.30% 1,298,228 BBB- 10299  11/15/2035
9  3137F44B }:"F?;}A‘-’e““' FREDDIE MAC REMICS 4781 1,250,000 1,333,442 1.17% 1,264,737 AA+ 5856  08/15/2038
10 4B2480AF c"n ""'"l rate ) A TENCOR CORP Co:l Lot:1 1,000,000 1,322,384 1.16% 1,016,515 BBB+ 10010  11/01/2034
Top 10 16,967,533 14.87% of MV
Fixed Income 114,075,237

What This Shows:

The top ten largest individual securities held in the portfolio, their respective market values, how much of the ovedibpbey are, their

book value, credit rating, duration and maturityhe table also sums these top ten exposures and compares that total to lportfarket

value.

Significance:

This table provides a glimpse at which bonds are the largest in the portfolio and, thus, provides an idea of what degneflibds

diversified.
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Unrealized G/IL¢ Fixed Income

Unrealized Gains = $11,725,076 Unrealized Losses = ($255,721) Net Unrealized G/L = $11,469,355

4M

% Market Value
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[ &d Unreslized Gains & Unrealized Losses & Net Unreslized G/L |

What This Shows:
What are gross unrealized gains and losses, as well as net gains or losses for bonds in various credit rating categories.

Significance:
To the extent that your company may require taking gains or losses, their availability may be limited, not only by the@értio2 S NI t f vy
realized gain or loss position but by their availability within a given credit ralirgins or losses are unusually larged given credit rating,

it may be worthwhile to determine the source of such gains or losses.
15



Unrealized G/IL¢ Fixed Income

Unrealized Gains = $11,725,076 Unrealized Losses = ($255,721) Net Unrealized G/L = $11,469,355

4M

% Market Value

T AsA AA+ AA AA- A+ A A BBB+ BBB BBB- NR

[ &d Unreslized Gains & Unrealized Losses & Net Unreslized G/L |

What This Shows:
What are gross unrealized gains and losses, as well as net gains or losses for bonds in various credit rating categories.

Significance:
To the extent that your company may require taking gains or losses, their availability may be limited, not only by the@értio2 S NI t f vy
realized gain or loss position but by their availability within a given credit ralirgins or losses are unusually larged given credit rating,

it may be worthwhile to determine the source of such gains or losses.
16



Change Over Time Report

Market Value w/o accrued 114,075,237 115,333,489 -1,258,252 115,103,654 -1,028,417
Book Value 101,672,911 103,864,117 -2,191,206 106,914,510 -5,241,599
Unrealized G/L 12,402,309 11,469,355 932,954 8,189,129 4,213,180
Average Duration 6.86 7.05 -0.19 71.26 -0.40
Average Book Yield % 3.85 4.0:0 -0.15 4.09
Average Market Yield % 2.44 3.02

What This Shows:

Changes from the prior quarter and year in market value, book value, unrealized gain (loss), duration, book yield andetdarket

Significance:

Changes in key items such as duration, book yield and market yield often come slowly on atquaguteter basis.However, wken viewed
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book yield will ultimately impact investment income and bottdine profitability.
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Implied Portfolio Liquidity

Q3-2020 Investment Grade Liquid = 76.40%

70%
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— =
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What This Shows:

This graph arbitrarily places certain asset classes in three basic liquidity bi&std:iquid, Liquid and Slightly Liquids not designed to
make a judgment on specific issues within the asset classes and it daekeatto accountimitations past possible liquidity.

Significance:

Liquidity risk is very difficult to quantifyl his very basic approach attempts to raise the issue and be a starting pailigdassions,
especially as there are major changes over time or if the portfolio appears to be too liquid or not liquid enough basbisug initial
view.



Potential Impairment Report (OTTI)

What This Shows:

hiGKSNJ GKFY GSYLERNINEB AYLIANNSYG ohe¢¢LO dzadzr £ f& 2O00dzhBecutiv&sky | &S
months or more. However, this report screens for securities below 90% of book value, color coding the amount of booktteatnarke
percentage depending upon how serious the value drop is.

Significance:
¢CKAa NBLER2NI aSNBSa Fa Iy WSENIe gl NYAy3IQ F2N adzOK shawih@keNAk G A Sasz |
statistics including book value, unrealized loss, duration, book yield and credit rating. 19



