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SUBJECT: Discuss and File Report of Investments, Including Market Values
for Investments, for the Month Ending April 30, 2012.

RECOMMEDATION: Discuss and File

FISCAL/MANDATES IMPACT: None

DISCUSSION:

The average daily portfolio balance for the month of April amounted to $ 2 billion. The
portfolio yield for the month of April was .65 %. The weighted average days to
maturity decreased 26 days to 332 days. The total net monthly earnings were $ 1.1
million. The portfolio has been structured to satisfy the anticipated cash flow needs of
the participants. The investment practices and portfolio holdings are in compliance
with the investment policy.

The portfolio has been managed with the stated objectives of safety, liquidity and
earning a competitive rate of return, outlined in the Statement of Investment Policy. In
striving to maintain the primary objective, safety of principal, the County portfolio has
received a rating of AAAf by Standard & Poor’s, the highest possible ranking given by
the agency. Regarding the secondary objective, maintaining sufficient liquidity to meet
cash flow needs, the portfolio is rated S1+, also the highest ranking given by S&P. In
light of the first two objectives the portfolio has on balance outperformed its
benchmarks, satisfying the final objective, that of earning a competitive rate of return.

The focus this month returned to Europe in a very strong way. Uncertainty over
Spain’s ability to fund itself at acceptable levels, turmoil in the French elections and
the general dissatisfaction of the European population about the austerity measures
that are being imposed has caused concern over how the economy in Europe will
stabilize. This coupled with a slowing of the Chinese economy has created concern
about the sustainability of a rebound in the U. S. While there was no direct impact on
the domestic economy some recent economic reports have come in weaker than
expected.
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The Federal Open Market Committee (FOMC), the Federal Reserve’s policy setting
body, met once again in April and voted to keep the Federal Funds rate in a range
between 0.0% and 0.25%. They provided these comments as their assessment of the
current economic condition:

...the economy has been expanding moderately. Labor market conditions have
improved in recent months; the unemployment rate has declined but remains
elevated. Household spending and business fixed investment have continued to
advance. Despite some signs of improvement, the housing sector remains
depressed. Inflation has picked up somewhat, mainly reflecting higher prices of
crude oil and gasoline. However, longer-term inflation expectations have remained
stable.

In preparation for this meeting the staff of the Fed provided to the FOMC their survey
of economic conditions across the country in a report called the “Beige Book”. This
report provided these observations about the economy from a national perspective:

e The economy continued to expand at a modest to moderate pace

e Manufacturing continued to expand in most areas notably in automotive and
high-technology industries

e Retail spending was positive with warm weather getting the credit though there
was concern due to high gas prices

e Tourism increased in most areas

e Residential real estate showed some improvement primarily in the construction
of multi-family housing

¢ Nonresidential real estate increased or held steady

e Mining and oil extraction activity rose

e Hiring was steady or showed modest increases with difficulty in finding qualified
high-skilled workers noted

Economic reports released during the month reflected much of these sentiments. The
unemployment rate edged lower to a still high 8.2% while non-farm payrolls were up a
less than expected 120,000 jobs. GDP for the first quarter came in at 2.2% which was
lower than the 3.0% experienced in the fourth quarter of 2011. While factory orders,
business inventories and retail sales were all up, construction spending, home sales
and consumer confidence figures were flat to down.

All in all, the economic outlook appears to be improving but there remain significant
risks to these gains particularly from abroad. As a consequence rates tended lower
during the month particularly as events in Europe unfolded. Short-term rates were
even but longer-term rates moved lower by 5 to 25 basis points.

Given the current interest rate environment we anticipate the County’s yield to drop
modestly. Further, we continue to seek investment opportunities in order to optimize
earnings (U. S. Treasury Market graph attached).



Attached is a listing of market values provided by our custodian, Wells Fargo Bank,
for all investments for the month ending April 30, 2012. GASB Statement no. 31
states that variances between the cost of investments and the fair value of
investments shall not be considered budgetary resources or uses of resources unless
the value of investments is permanently impaired because of decreased issuer
creditworthiness or it is determined that the Treasurer be unable to hold investments
to maturity.

The following spreadsheets are also attached:

e Transactions for the month of April
e Listing of Securities by Type
e Summary of Government Agency Securities

The following is a list of attached graphs:

Portfolio Average Monthly Balance
Average Portfolio Maturity

Balance Yield Comparison by Month
Portfolio Holdings By Instrument Type
Yield Curve, U. S. Treasury Market
Maturity Distribution

This letter has been reviewed and approved as to form by the CEO, the Auditor-
Controller, and County Counsel.

Please call our Assistant Treasurer-Tax Collector, Robert A. Hansen at 654-3733, if
you have any questions regarding this item.

Steven Hintz Robert A. Hansen
Treasurer-Tax Collector Assistant Treasurer-Tax Collector

Exhibit 1 — Market Values of Investments

Exhibit 2 — Monthly Transactions

Exhibit 3 — Investment Inventory by Type

Exhibit 4 — Summary of Government Agency Securities
Exhibit 5 — Graphs
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APRIL 2012 TRANSACTIONS

Exhibit 2

Transaction Purchase/ Par Security Security Maturity

Date Sale Amount Type Name Date Yield
4/4/2012 Purchase 9.60 GA FFCB 12/15/14 0.59
04/05/12 Purchase 10.00 GA FHLB 12/27/13 0.389
04/09/12 Purchase 3.00 CP GE 11/07/12 0.35
04/09/12 Purchase 10.00 GA FHLB 05/28/14 0.446
04/10/12 Purchase 20.00 GA FNMA 03/16/15 0.557
04/10/12 Purchase 3.00 CP GE 11/15/12 0.35
04/12/12 Purchase 50.00 GA US TREASURY STRIPS  04/30/13 0.202
04/12/12 Purchase 50.00 GA FHLB-DN 05/29/12 0.071
04/12/12 Purchase 47.00 GA FHLB-DN 06/27/12 0.092
04/17/12 Purchase 8.00 CP GE 11/16/12 0.35
04/17/12 Purchase 8.00 CP GE 11/15/12 0.35
04/30/12 Sale 50.00 GA US TREASURY STRIPS  04/30/13 0.209
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