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Source: Portfolio: Bondedge & APX; Index: Bloomberg Barclay’s 1-3 Year Govt / Credit

AL PACT Index
Yield to Maturity 2.80% 2.71%

Effective Duration 1.84 Yrs 1.93 Yrs
Maturity 2.61 Yrs 2.01 Yrs
Average Coupon 2.30% 2.22%
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Sector Distribution vs. Index
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State of Alabama Treasurer’s Office - Prepaid Affordable College Tuition (PACT) Program

As of 06/30/2018

Total Returns Compared with the Benchmark

Returns are shown net of fees;

Past performance does not guarantee future returns; *Periods greater than one year are annualized; Inception Date as of 12/31/2015

Source: SEI & Bloomberg Barclays

Index: Bloomberg Barclays 1-3 Year Gov/Credit

Qtr YTD 1-Yr Inception *

AL PACT 0.32% 0.07% 0.51% 1.22%
Benchmark 0.28% 0.08% 0.21% 0.88%

Excess Return 0.04% -0.01% 0.30% 0.34%
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State of Alabama Treasurer’s Office - Prepaid Affordable College Tuition (PACT) Program

Manager Universe Rankings
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State of Alabama Treasurer’s Office - Prepaid Affordable College Tuition (PACT) Program

Allocation Detail
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Name

 Current 

Quarter Total 

Return 

Prior Quarter 

Market Value  Net Cashflow  Investment Return 

 Current Quarter 

Market Value * 

Regions (STFI) 0.33% 62,184,321.05     ($7,739) $203,543 62,380,124.37            

Regions Cash (CASH) 0.41% $12,142,046 ($1,516) $50,302 $12,190,832

Regions Lockbox (CASH) 0.00% $1,903,533 $251,903 $0 $2,155,436

Total Portfolio $76,229,900 $242,647 $253,845 $76,726,392

INVESTMENT RETURN SUMMARY - QUARTER ENDING JUNE 30, 2018

* The total market value of the Alabama PACT Composite portfolio does not include the cash balance of $13,018,199.42 

that was in the Treasury Account on June 30, 2018.

Prior Quarter 

Market Value %  Fund Name  Style 

 Current Quarter 

Market Value * %

$4,368 0% Residuals (FIXD) 4,385.65                       0%

$62,184,321 82% Regions (STFX) 62,380,124.37            81%

$12,142,046 16% Regions Cash (CASH) 12,190,831.89            16%

$1,903,533 2% Regions Lockbox (CASH) 2,155,435.65              3%

$76,234,268 100% Composite (TOTL) $76,730,778 100%

MANAGER ALLOCATION SUMMARY - QUARTER ENDING JUNE 30, 2018

* The total market value of the Alabama PACT Composite portfolio does not include the cash balance of 

$13,018,199.42 that was in the Treasury Account on June 30, 2018.
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Economic & Financial Market Update
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Economy
Overview & Outlook
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Contraction Expansion

Risks:
▪Inflation could surprise to the upside, 
prompting the FOMC to do the same

▪Heightened geopolitical tensions

▪Potential financial instability in China 

▪Moves to limit imports into U.S spark global 
trade spats, weighing on global growth

Opportunities:
▪Labor market conditions continue to improve

▪Rising real incomes

▪Solid rate of house price appreciation

▪Healthy household balance sheets 

▪Regulatory relief and expansive fiscal policy 
pose upside risks for U.S. growth

U.S. Growth Story Hasn’t Changed
Amidst Market Rattling Headlines, U.S. Economy Remains Firmly On Track

▪The BEA’s second estimate shows real GDP grew at a 2.2 percent annualized
rate in Q1 2018, slightly below the initial estimate of 2.2 percent.1

▪In any given year, Q1 growth is prone to downward bias due to residual
seasonality in the component data, and this year’s soft Q1 print does not
alter our expectations for real GDP growth of around 3.0 percent for 2018 as a
whole, with Q2 growth at present tracking at just over 4.0 percent.

▪The revised GDP data show real business investment in equipment and
machinery grew at an annualized rate of 5.5 percent in Q1, up from the initial
estimate of 4.7 percent growth. Though often neglected in discussions of
business capital spending, outlays on structures, software, and R&D, are also
key components of business investment and have grown smartly over recent
quarters.1 Sustained growth in business investment, particularly software and
R&D activities, will be critical in fueling faster growth in labor productivity,
which has been a notable drag on growth during the current expansion.

▪The ISM Manufacturing Index rose to 58.7 percent in May, marking the 21st

consecutive month in which the index has been above the 50.0 percent break
between contraction and expansion. The details of the ISM data show a
manufacturing sector struggling to keep pace with robust growth in demand,
both domestic and foreign, as backlogs of unfilled orders continue to grow.2

Steady growth in new orders and growing backlogs of unfilled orders point to
continued growth in manufacturing employment and increased capital
investment over coming quarters. Trade policy, however, looms as a
downside risk to the U.S. manufacturing sector.

Labor Market Remains Rock Solid

▪Total nonfarm employment rose by 223,000 jobs in May, easily topping market
expectations. To some degree, May’s strong job growth reflected payback for
harsh “winter” weather having disrupted hiring, and aggregate hours worked, in
April. Of more significance than the month-to-month swings in headline job
growth is that over the past 12 months the U.S. economy has added 2.372
million jobs, or, an average of 198,000 per months, more than sufficient to keep
downward pressure on the unemployment rate. Job growth remains notably
broad based across private sector industry groups, with the one-month hiring
diffusion index standing at 67.6 percent in May.3

▪Average hourly earnings rose by a better than expected 0.3 percent in May,
leaving them up 2.7 percent year-on-year.3

▪The unemployment rate fell to 3.8 percent in May on slightly lower labor force
participation. The broader U6 measure, which accounts for unemployment and
underemployment, fell to 7.6 percent, the lowest since May 2001.3

▪The FOMC is widely expected to shift the Fed funds rate target range up by 25
basis points at their June 12-13 meeting, leaving the mid-point of the target
range at 1.875 percent. The bigger question around the June FOMC meeting is
whether the updated “dot plot” will imply a total of three or four 25-basis point
funds rate hikes in 2018. Though there are few signs that core inflation is poised
to break out to the upside, many FOMC members see an unemployment rate of
below 4.0 percent as a sign of sharply faster wage growth over coming months,
leading to mounting inflation pressures in the broader economy. These
concerns could be sufficient to shift the dot plot in June.

Source: Bureau of Economic Analysis (BEA)1; Institute for Supply Management (ISM)2; Bureau of Labor Statistics (BLS) 3
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Market Returns
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Equities

YTD As of 
6/30/18

Trailing 3 
Months
6/30/18

2017 2016 2015 2014 2013 2012

S&P 500 Index (Large Cap Stocks) 2.65% 3.43% 21.83% 11.96% 1.38% 13.69% 32.39% 16.00%

S&P 500 (Large Cap Growth) 7.28% 5.25% 27.44% 6.89% 5.52% 14.89% 32.75% 14.61%

S&P 500 (Large Cap Value) -2.22% 1.40% 15.36% 17.40% -3.13% 12.36% 31.99% 17.68%

Russell 2000 Index (Small Cap Stocks) 7.66% 7.75% 14.65% 21.31% -4.41% 4.89% 38.82% 16.35%

Russell 2500 Index (Small to Mid Cap Stocks) 5.46% 5.71% 16.81% 17.59% -2.90% 7.07% 36.80% 17.88%

Russell Mid Cap TR USD 2.35% 2.82% 18.52% 13.80% -2.44% 13.22% 34.76% 17.28%

MSCI EAFE Index (Foreign Stocks, Net Return) -2.75% -1.24% 25.03% 1.00% -0.81% -4.90% 22.78% 17.32%

MSCI ACWI Ex-US (Foreign Stocks, Net Return) -3.77% -2.61% 27.19% 4.50% -5.66% -3.87% 15.29% 16.83%

MSCI EM (Foreign Stocks, Net Return) -6.66% -7.96% 37.28% 11.19% -14.92% -2.19% -2.60% 18.22%

Fixed Income

Barclays US Agg Bond TR USD (Bonds) -1.62% -0.16% 3.54% 2.65% 0.55% 5.97% -2.02% 4.22%

BofA Merrill Lynch Muni 1-12 YR (Muni Bonds) 0.06% 0.77% 3.21% 0.02% 2.34% 4.27% -0.12% 3.40%

FTSE Treasury Bill 3 Month (Money Market) 0.79% 0.44% 0.86% 0.33% 0.05% 0.03% 0.05% 0.11%

Barclays Global Agg Ex USD TR -1.31% -4.76% 10.51% 1.49% 0.36% -3.08% -3.08% 4.09%

Barclays High Yield Corp TR USD 0.16% 1.03% 7.50% 17.13% -8.30% 2.45% 7.44% 15.81%

Barclays US Treasury US TIPS -0.02% 0.77% 3.01% 4.68% -1.44% 3.64% -8.61% 6.98%

Diversified Strategies

HFRX Global Hedge Index -0.85% 0.17% 5.98% 2.50% -3.64% -0.58% 6.72% 3.51%

Source: Morningstar
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Fixed Income
Overview & Outlook
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Bearish Bullish

Summary View: Bearish
• Valuations are very expensive and better relative opportunities are available in other asset

classes.
• Global developed sovereign bonds remain unattractive. Currency effects greatly

benefitted int’l bonds in 2017. However, EM debt is attractive from a risk/reward
perspective. Recent pullback caused by USD appreciation is creating an opportunity.

• We expect yields to rise in 2018 as positive steps on the policy front combined with
continued global growth leads to greater than expected inflation pushing yields higher.

Risks:
• Lower growth and inflation creates less upward pressure on long-term interest rates

versus expectations.
• Flight to safety causes a rally in bonds and other safe haven assets.
• USD appreciation impacts international bond returns and specifically EM countries ability

to finance USD denominated debt.

Yields as of June 30, 2018

US Treasuries

3-month 1.93%

2-year 2.56%

5-year 2.75%

10-year 2.86%

30-year 2.96%

Source: FactSet

Total Return

YTD 
6/30/18

2017 2016 2015 2014 2013

Barclays US Agg Bond TR USD 
(Bonds)

-1.62% -0.16% 2.65% 0.55% 5.97% -2.02%

Barclays Global Agg Ex USD TR -1.31% -4.76% 1.49% 0.36% -3.08% -3.08%

Barclays High Yield Corp TR USD 0.16% 1.03% 17.13% -8.30% 2.45% 7.44%

Barclays US Treasury US TIPS -0.02% 0.77% 4.68% -1.44% 3.64% -8.61%

FTSE Treasury Bill 3 Month (Money 
Market)

0.79% 0.44% 0.33% 0.05% 0.03% 0.05%
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Source: FactSet, Morningstar
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Bearish Bullish

Summary View: Bullish

• Global growth story remains positive but some evidence of slowing in Europe gives us pause.
Trade tariffs or threats/negotiations are weighing on international sentiment. Overall, the
probability of a recession remains low.

• Forward looking valuations are in-line with historical averages.
• Domestic fundamental data remains attractive (ex: earnings, employment, ISM), but

developed international fundamentals have declined recently.
• Long-term return expectations remain favorable vs. other asset classes, especially emerging

market international stocks.

Risks:

• Central bank policy error could create a flight to safety.
• Oil and commodity prices in general have a price shock causing dislocations for consumer

spending and margin pressures for corporations.

Total Return
YTD

6/30/2018
2017 2016 2015 2014 2013

S&P 500 Index (Large Cap) 2.65% 3.43% 11.96% 1.38% 13.69% 32.39%

S&P 500 (Large Cap Growth) 7.28% 5.25% 6.89% 5.52% 14.89% 32.75%

S&P 500 (Large Cap Value) -2.22% 1.40% 17.40% -3.13% 12.36% 31.99%

Russell 2000 Index (Small Cap) 7.66% 7.75% 21.31% -4.41% 4.89% 38.82%

Russell 2500 Index (Small to Mid Cap) 5.46% 5.71% 17.59% -2.90% 7.07% 36.80%

MSCI EAFE Index (Foreign Stocks, Net 
Return)

-2.75% -1.24% 1.00% -0.81% -4.90% 22.78%

MSCI ACWI Ex-US (Foreign Stocks, Net 
Return)

-3.77% -2.61% 4.50% -5.66% -3.87% 15.29%

MSCI EM (Foreign Stocks, Net Return) -6.66% -7.96% 11.19% -14.92% -2.19% -2.60%

S&P 500 Statistics as of June 30, 2018

Fundamentals

2017 Earnings $133

2018 Earnings Estimates $161

Forward P/E 17x

Dividend Yield 1.80%

Technicals

% of Stocks Above 200ma 57%

VIX (CBOE Volatility Index) 16.09



Important Disclosures

This material and all accompanying documents are provided is for the sole use of the individual(s) it is presented to.  Performance results contained in this 
presentation reflect trading in your account(s).  The returns are calculated using a third party vendor, SEI.  Factors impacting the returns include individual client risk 
tolerance, restrictions a client may place on the account, investment objectives, choice of broker/dealers or custodians, as well as other factors.  Your account(s) 
performance may differ from that of other clients due to, among other things, commission, timing of order entry, or the manner in which the trades were executed.    

Performance presented is net of fees. Performance figures include reinvestment of dividends and other earnings. Fees would reduce the actual performance results. 
For example, a portfolio which earned 7% per annum for ten years would result in a cumulative return of 100.16% before investment management fees and 72.68% 
net of such fees, assuming a 37.5 basis point (0.375%) fee per quarter. The fee schedule is described in your investment management contract.  Performance results 
do not reflect the impact of taxes.  Some strategies may involve above average turnover which could negatively impact any net after tax gain experienced within a 
taxable account.  Clients are encouraged to seek the advice of a tax professional.

Past performance is not a guarantee of future results.  Current performance may be lower or higher than the performance data presented.  The investment return and 
principle value of an investment will fluctuate so that, when redeemed, it may be worth more or less than the original value. It should not be assumed that 
recommendations made in the future will be profitable or will equal the performance of the securities presented herein.  Neither the information nor any opinion 
expressed constitutes a solicitation for the purchase or sale of any security.  

Trust and investment management services are offered through Regions Wealth Management, a business unit of Regions Bank.

Some investment commentary referenced in this document has been excerpted from the Regions Wealth Management Economic & Market Commentary.  In all cases, 
while the commentary accurately reflects the opinions of the Analyst by whom it is written, it does not necessarily reflect the opinion of Regions Bank or its affiliates.

Investment advisory services are offered through Regions Investment Management, Inc. (“RIM”), a Registered Investment Adviser. RIM is a wholly owned subsidiary
of Regions Bank, which in turn, is a wholly owned subsidiary of Regions Financial Corporation. Additional information regarding RIM is set forth in RIM’s current Form
ADV Part 2A, a copy of which is available upon request at 205-264-6735.

Neither Regions Bank, nor Regions Institutional Services (collectively, “Regions”) nor the Regions Bank subsidiary, Regions Investment Management, Inc. (RIM), are
registered municipal advisors, nor provide advice to municipal entities or obligated persons with respect to municipal financial products or the issuance of municipal
securities (including regarding the structure, timing, terms and similar matters concerning municipal financial products or municipal securities issuances) or engage in
the solicitation of municipal entities or obligated persons for such services. With respect to this presentation and any other information, materials or communications
provided by Regions or RIM, (a) Regions and RIM are not recommending an action to any municipal entity or obligated person, (b) Regions and RIM are not acting as
an advisor to any municipal entity or obligated person and do not owe a fiduciary duty pursuant to Section 15B of the Securities Exchange Act of 1934 to any
municipal entity or obligated person with respect to such presentation, information, materials or communications, (c) Regions and RIM are acting for their own
interests, and (d) you should discuss this presentation and any such other information, materials or communications with any and all internal and external advisors
and experts that you deem appropriate before acting on this presentation or any such other information, materials or communications.

Investment, Insurance and Annuity Products

Are Not FDIC-Insured Are Not Bank Guaranteed May Lose Value

Are Not Deposits
Are Not Insured by Any Federal Government 

Agency

Are Not a Condition of Any Banking 

Activity
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