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INTERNATIONAL FIXED INCOME GUIDELINES   
 
A. Purpose.  The portfolio will have a primary emphasis on diversification, subject to defined 

constraints, to minimize risk. 
 

B. Investment Management Service to be Performed.  International fixed income Contractors 
shall invest and reinvest the cash and securities allocated to them and deposited in their 
account, without distinction between principal and income, in a portfolio consisting of fixed 
income securities with an intended emphasis on international fixed income securities.  These 
securities will be selected and retained by the Contractors solely on the basis of their 
independent judgment relating to economic conditions, financial conditions, market timing, 
or market analysis, and will not be subject to direction from the ARMB.  
 

C. Performance Standards.  Contractors are expected to have returns, net of fees, in excess of 
the appropriate benchmark over rolling 5-year periods.  The benchmark is a blend of 70% 
Citigroup World Government Bond Index Ex-US and 30% JP Morgan Government Bond 
Index – Emerging Markets Global Diversified Index. 
 

D. Investment Structure.  Permissible international fixed income investments include: 
 

1. Obligations of the United States government and foreign governments, sovereign states 
(including local currency emerging markets) and supranational entities. 

 
2. Obligations of the agencies of the above. 

 
3. Certificates of deposit. 

 
4. Corporate debt obligations. 

 
5. Commercial paper and euro commercial paper. 

 
6. Bankers acceptances. 

 
7. Repurchase agreements. 

 
8. Asset-backed obligations. 

 
E. Portfolio Constraints.  Contractors are authorized to invest or reinvest or dispose of any 

cash or securities held in their account or invest the proceeds of any disposition, provided 
that: 

 
1. The portfolio’s duration may not exceed a band of +/- 25% around the duration of the 

Benchmark. 
 

2. No more than ten percent of an outstanding non-government issue or non-government 
agency issue may be acquired. 
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3. No more than five percent of the portfolio’s assets by market value may be invested in 

the corporate bonds of any one company or affiliated group. 
 

4. The Contractor may not invest more than 10% of the portfolio’s assets in any one 
corporate sector as defined by the Barclays indices. 
 

5. Certificates of deposit must have been issued in a currency of an allowable country and 
must be readily saleable in a recognized secondary market for such instruments. 
 

6. No more than 20 percent of the Portfolio, measured on the date of purchase, may be 
invested in corporate debt obligations. Corporate debt obligations must be rated 
investment grade or better by a recognized credit rating agency. In the event a split rating 
exists, the lower of the ratings shall apply for evaluating credit quality. 
 

7. Asset-backed obligations must be rated investment grade or better by a recognized credit 
rating agency.  In the event a split rating exists, the lower of the ratings shall apply for 
evaluating credit quality. 
 

8. Commercial paper and euro commercial paper must bear the rating of A-1 by Standard & 
Poor's or P-1 by Moody's or the equivalent of a comparable rating agency.  In the event a 
split rating exists, the lower of the ratings shall apply for evaluating credit quality. 
 

9. Bankers’ acceptances must have been drawn on and accepted by United States banks that 
have capital and surplus of at least $200 million each. 
 

10. Repurchase agreements must be secured by the debt obligations set forth in section D(1)-
(2) of this guideline. 
 

11. The manager is not allowed to hold a net short position in any currency and may not 
participate in hedging other than defensive hedging which is defined for purposes of this 
Section E as hedging of foreign currency exposure directly into the U.S. dollar. 
 

12. Futures and forward contracts for the purchase or sale of currencies may be entered into 
only to facilitate securities transactions or for defensive hedging as described in (11). 
 

13. Except in the context of transactions permitted under this Section E, the use of leverage 
is specifically prohibited. 

 
14. Obligations are restricted to those denominated in the currencies as listed below.  The 

following are allowable currency and sovereign issuer weightings: 
 

Country Minimum                Maximum  
Argentina 0 10  
Australia 0 20  
Brazil 0 10  
Canada 0 25  
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Chile 0 10  
China 0 10  
Colombia 0 10  
Czech Republic 0 10  
Denmark 0 20  
Egypt 0 10  
Euro* 0 80  
Hungary 0 10  
India 0 10  
Indonesia 0 10  
Israel 0 10  
Japan 0 60  
Malaysia 0 10  
Mexico 0 10  
New Zealand 0 15  
Norway 0 20  
Peru 0 10  
Poland 0 15  
Romania 0 10  
Russia 0 10  
Singapore 0 15  
South Africa 0 10  
South Korea 0 10  
Sweden 0 20  
Switzerland 0 10  
Thailand 0 10  
Turkey 0 10  
UK 0 30  
United States 0 20  
For each new Country 
entered into Benchmark 0 10  

 
*Eurozone sovereign issuers in the aggregate 

 
F. Required Remedies.  Recognizing that ratings and relative asset worth may change, the 

Contractor shall liquidate invested securities with care and prudence when the relative market 
value of an investment type limited by these guidelines exceeds the levels of holdings 
permitted.  The Contractor is required to notify the chief investment officer to discuss the 
situation and the proposed liquidation strategy if it is not prudent simply to liquidate 
immediately. 


