Agenda Report

TO: CITY COUNCIL DATE: September 11, 2006
THROUGH: FINANCE COMMITTEE
FROM: CITY MANAGER

SUBJECT: QUARTERLY INVESTMENT REPORT
QUARTER ENDING JUNE 30, 2006

RECOMMENDATION

This report is for information purposes only.

BACKGROUND

Government Code Section 53646 (2)(b)(1) states that in the case of a local agency,
the Treasurer or Chief Fiscal Officer may render a quarterly report to the legislative
body of the local agency containing detailed information on; 1) all securities,
investments, and moneys of the local agency; 2) a statement of compliance of the
portfolio with the statement of investment policy, and 3) a statement of the local
agency’s ability to meet its pool’'s expenditure requirements for the next six months.
By making these reports optional, this bill does not impose a state-mandated local
program but encourages local agencies to continue to report. The bill also states that
the Treasurer or Chief Fiscal Officer may report whatever additional information or
data may be required by the legislative body of the local agency. '

The quarterly report shall be so submitted within 30 days following the end of the
quarter covered by the report and shall include the following:

1) The type of investment, name of the issuer, date of maturity, par and dollar
amount invested in each security, investment, and money within the treasury.

2) The weighted average maturity of the investments within the treasury.
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3) Any funds, investments, or programs, including loans, that are under the
management of contracted parties.

4) The market value as of the date of the report, and the source of this valuation for
any security within the treasury.

5) A description of the compliance with the statement of investment policy.

ECONOMIC SUMMARY

During the second quarter of 2006 the market experienced a shift in both sentiment
and direction. Fears of inflation drove both stock and bond markets lower after the
release of the first quarter GDP growth rate of 5.6% and unemployment fell to 4.6%
rate, the lowest since 2001. The Fed continued its tightening campaign, raising the
Fed Funds rate by 0.25% at both of its meetings in May and June despite earlier
expectations that we were at the end of the monetary policy tightening cycle. The
Fed had now increased the Fed Funds rate 17 straight times since June 2004,
bringing the target from 1% to 5.25%.

Yields rose across the curve during the second quarter. The two-year Treasury yield
increased from 4.82% to 5.16% and the 10-year Treasury yield moved from 4.86% to
5.15%. The overall U.S. bond market as measured by the Lehman Aggregate Bond
Index returned -0.08%, and virtually every major equity market in the world
experienced losses with the bulk coming in the month of May. U.S stocks, as
measured by the S&P 500 Index returned -1.44% after a 4.21% return in the first

quarter. Technology stocks performed even worse with the Nasdaq Composite
returning -7.17%.

Total funds under management as of 06/30/2006 (market values):

Pooled Investment Portfolio 280,329,481

Capital Endowment Portfolio 11,440,913
Stranded Investment Reserve Portfolio 147,044,328
Special Funds 52,007,470
Investments held with Fiscal Agents 56,188,535
Total Funds under management 547,010,727

Per the Government Code requirements, attached are the reports by each fund,
indicating the type of investments, date of maturity, par and dollar amount invested in
each security, as well as investment and moneys within the treasury with market
values as of June 30, 2006. The City Treasurer prices the pooled portfolio and all
other funds and investments under management on a monthly basis. The market
values are obtained from Interactive Data Corporation (IDC) and Bloomberg Financial



System. IDC is an independent third party whose sole service is to provide market
prices for all types of securities.

The types of securities held in the portfolio and their percentage allocation to the total
are in compliance with the City’s Fiscal Year 2006 Investment Policy, which was
adopted by the City Council on November 14, 2005 and Section 53600 of the State
Government Code. The City Treasurer currently maintains an average of over $30
million short-term liquid investments (one to 90 day maturities). This balance, along
with anticipated cash flows into the City’s account, represent a strong liquidity position
to meet budgeted expenditures for the next six months.

FISCAL IMPACT

This item is for information only. There is no fiscal impact.

Respectfully submitted;

YNTHIA J
City Manager

City Treasurer

Approved by:

=4

Steve Mermell
Acting Director of Finance
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I. Pooled Investment Portfolio



CITY OF PASADENA

Treasurer's Pooled Investment Portfolio

Vicken Erganian
City Treasurer

JUNE 2006
PORTFOLIO COMPLIANCE

The Treasurer's investment portfolio is in compliance with the California Government Code Section 53601 and the City's Investment Policy approved by the City

Council on November 14, 2005. The holdings in the investment pool are in compliance with the current investment policy statement. Further information on
compliance issues can be obtained by calling the City of Pasadena Treasurer's Office. A complete copy of the monthly investment report on the investment portfolio,

including a detailed listing of each investment, is available by calling the Treasurer's office at (626)744-4422.

PORTFOLIO STRUCTURE AS OF 6/30/06

TYPE MARKET VALUE PERCENT
Repurchase Agreements 42,500,000 15.26% Pl paney
Municipal Bonds 1,667,328 0.60%
LAIF 626,824 0.23%
Certificate of Deposit 750,000 0.27% MB/GNMA
Corporate Bonds 15,645,316 5.62%
U.S. Treasury Bonds 7,385,674 2.65%
Mortgage Backed SecuriticssGNMAs 124,823 0.04% Us;:;;: C°'I’SB6°2"‘: B : - ”hm .
Federal Agencies 207,859,351 74.65% T op 023% 060%  15.26% 0.68%
Cash in Bank 1,897,914 0.68% 0.271%
TOTALS: 278,457,231 100.00%
Accrued Interest Receivable 1,872,249
GRAND TOTAL: 280,329,481
PORTFOLIO LIQUIDITY AS OF 6/30/06
Percent of
Aging Interval Par Value Portfolio
0-30 Days 43,143,508 15.29%
31 days- 1 Year 80,102,211 28.39%
1-2Years 74,001,249 26.23%
2-3Years 52,001,395 18.43%
3-4Years 26,001,151 9.22%
4 -5 Years 6,867,852 2.43%
Over 5 Years 1,167 0.00%
TOTAL: 282,118,533 100.00%
PORTFOLIO STATISTICS
Jun-06 May-06 Apr-06 Mar-06 Feb-06 Jan-06
Month-End Mkt Value 280,329,481 291,165,492 284,976,978 281,421,814 280,957,639 285,403,939
Modified Duration 1.34 1.36 1.46 1.50 1.55 1.58
Weighted Average Maturity 1.46 1.48 1.59 1.64 1.69 1.71
Yield to Maturity 3.778% 3.803% 3.705% 3.646% 3.578% 3.537%
Effective yield - Year to Date 3.480% 3.450% 3.420% 3.380% 3.360% 3.310%
Interest Eamed 891,846 935,545 875,530 853,338 816,341 805,851
Fiscal Year To Date Interest Earned 9,990,451 9,098,605 8,163,060 7,287,530 6,434,192 5,617,851
Fair Value Change Gain/(Loss) (104,360) (246,256) 68,198 (372,514) (213,387) 46,274
Fiscal Year To Date change in fair value (3,090,711) (2,986,351) (2,740,095) (2,808,293) (2,435,719) (2,222,393)
Total Fiscal YTD earnings 6,899,740 6,112,254 5,422,965 4,479,237 3,998,413 3,395,458
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Total Return Performance History

2000

2001

2002

2003

2004

2005

2006

1st quarter
2nd quarter
3rd quarter

4th quarter

1st quarter
2nd quarter
3rd quarter
4th quarter

1st quarter
2nd quarter
3rd quarter
4th quarter

1st quarter
2nd quarter
3rd quarter
4th quarter

1st quarter
2nd quarter
3rd quarter
4th quarter

1st quarter
2nd quarter
3rd quarter
4th quarter

1st quarter
2nd quarter

ML 1-3 Index

Corp/Gov

2.905
1.297
3.473
0.787
8.462

0.018
2.410
2.364
1.180
5.972

0.866
1.105
0.490
0.256
2.717

1.120
(1.120)
1.130
0.096
1.226

(0.278)
1.230
0.128
0.666
1.746

0.481
0.657

Pooled
Portfolio

1.490
1.690
2.180

2.470
7.830

2.160
1.320
2.550
0.952
6.982

0.132
2.190
1.210
1.080
4612

1.129
0.862
0.570
0.370
2.931

0.910
(0.57)
1.38
0.37
2.09

(0.215)
1.380
0.238
0.670
2.073

0.710
0.784

Effective Yield for the period 7/1/05 through 06/30/06

Pooled Portfolio Fiscal YTD effective yield

State Treasurer's LAIF Fiscal YTD yield
Average yield on the 2 year Treasury

3.480%
3.840%
4.460%
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INVESTMENTS IN ISSUERS REPRESENTING OVER 5%

OF THE POOL PORTFOLIO

June 30, 2006

Market Value % of Total

FHLB 126,642,031.25 45.79%
FHLMC 34,770,913.40 12.57%
FNMA 38,711,718.75 14.00%
|Total Fed Agencies 200,124,663.40 72.36%|

OTHER PORTFOLIO INVESTMENTS 76,434,653.62 27.64%
[Total Investments 276,559,317.02 100.00%|

10



II. Capital Endowment Portfolio



CITY OF PASADENA

Capital Endowment Portfolio

Vicken Erganian
City Treasurer

JUNE 2006

PORTFOLIO COMPLIANCE

The Treasurer's investment portfolio is in compliance with the California Government Code Section 53601 and the City's Investment Policy approved by the City

Council on November 14, 2005. The holdings in the investment pool are in compliance with the current investment policy statement. Further information on
compliance issues can be obtained by calling the City of Pasadena Treasurer's Office. A complete copy of the monthly investment report on the investment portfolio,
including a detailed listing of cach investment, is available by calling the Treasurer's office at (626)744-4422.

PORTFOLIO STRUCTURE AS OF 6/30/06

TYPE MARKET VALUE PERCENT
Federal Agency Issues 11,363,539 100.00%
TOTALS: 11,363,539 100.00%
Accrued Interest Receivable 77,374
GRAND TOTAL: 11,440,913

PORTFOLIO LIQUIDITY AS OF 6/30/06

Percent of
Aging Interval Par Value Portfolio
0-30 Days - 0.00%
31 days- 1 Year 1,500,000 12.77%
1-2Years 8,000,000 68.09%
2 -3 Years 1,250,000 10.64%
3-4Years 1,000,000 8.51%
4 -5Years - 0.00%
Over S Years - 0.00%
TOTAL: 11,750,000 100.00%
PORTFOLIO STATISTICS
Jun-06 May-06 Apr-06 Mar-06 Feb-06 Jan-06
Month-End Mkt Value 11,440,913 12,188,454 12,172,421 12,133,780 12,122,576 12,102,118
Modified Duration 1.69 1.66 1.75 1.82 1.90 1.98
Weighted Average Maturity 1.81 177 1.87 1.95 2.04 2.12
Yield to Maturity 3.376% 3.482% 3.453% 3.445% 3.430% 3.427%
Effective Yield - Year to Date 3.420% 3.410% 3.410% 3.400% 3.400% 3.360%
Interest Earned 36,415 36,545 36,001 35,645 35,376 35,490
Fiscal Year To Date Interest Earned 424,569 388,154 351,609 315,608 279,964 244,588
Fair Value Change Gain/(Loss) 9,857) (20,511) 2,640 (24,441) (14,918) (268)
Fiscal Year To Date change in fair value (225,564) (215,707) (195,196) (197,837) (173,396) (158,479)
Total Fiscal YTD earnings 199,005 172,447 156,413 117,772 106,568 86,110
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INVESTMENTS IN ISSUERS REPRESENTING OVER 5%
OF THE CAPITAL ENDOWMENT PORTFOLIO

June 30, 2006

Market Value % of Total

FHLB 5,786,250.00 50.92%
FHLMC 3,401,039.36 29.93%
FNMA 2,176,250.00 19.15%
[Total Fed Agencies 11,363,539.36 100.00%|

OTHER PORTFOLIO INVESTMENTS - 0.00%
[Total Investments 11,363,539.36 100.00%|
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III. Power Reserve Portfolio



