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Agenda Report

TO: CITY COUNCIL DATE: September 10, 2007
THROUGH: FINANCE COMMITTEE
FROM: CITY MANAGER

SUBJECT: QUARTERLY INVESTMENT REPORT
QUARTER ENDING JUNE 30, 2007

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

The economy continued to expand at a modest pace during the first half of 2007.
The second quarter Gross Domestic Product (GDP) measured at a 3.4% growth rate
after stumbling during the first quarter at a decelerated rate of 0.6% rate. The
housing market contributed a significant role in the GDP reading as home
construction had fallen for six consecutive quarters. After increasing the federal
funds rate 17 consecutive times, the Federal Reserve Board held rates steady at
5.25% during its last eight consecutive meetings. The Fed stated that the economy
seems likely to continue to expand at a moderate pace over the next quarters,
however, a sustained moderation in inflation pressures have yet to be convincingly
demonstrated. The Fed’s predominant concern remained the risk that inflation will fail
to moderate. The overall bond market weakened during the second quarter of 2007
largely due to inflationary concerns and expectations that the Fed would not reduce
short term rates during the remaining 2007. The overall bond market, as measured
by the Lehman Brothers Aggregate Bond Index, returned -0.52%. Yields rose across
the curve during the quarter. The two-year Treasury yield increased 0.25% to 4.84%
while the five-year Treasury increased by 0.35% to 4.88% rate and the ten-year yield
closed at 4.989%, up by 0.35%.

In late June, problems in the sub-prime market in the mortgage industry, generally
thought to be well contained, emerged in the Collateralized Debt Obligations of two
large Bear Stearns hedge funds indicating that the housing crisis could continue and
possibly drag the overall economy in the second half of 2007.

Total funds under management as of 06/30/07 (market values):

Pooled Investment Portfolio 283,355,442
Capital Endowment Portfolio 11,142,764
Stranded Investment Reserve Portfolio 145,898,841
Special Funds 52,359,472
Investments held with Fiscal Agents 171,574,422
Total Funds under management 664,330,941

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, 2007. 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 2007 Investment Policy, which was
adopted by the City Council on November 20, 2006 and Section 53600 of the State
Government Code. The City Treasurer maintains an average of $40 million short-
term liquid investments (one to 90 day maturities) which represents approximately
1/12" of the City’s total annual operating budget. This balance, along with anticipated
cash flows into the City’s account, represent an adequate liquidity position to meet
budgeted expenditures for the next six months.

FISCAL IMPACT

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

City Manageér

Vic #anian
City;,r/ reasurer

Approved by'

el (i)

Stephel’\ C. Stark
Director of Finance




Quarterly Investment Report

I. Pooled Investment Portfolio
II. Capital Endowment Portfolio
III. Power Reserve Portfolio

IV. Miscellaneous Portfolios

V. Investments Held by Trustees
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CITY OF PASADENA

Treasurer's Pooled Investment Portfolio

JUNE 2007

Vicken Erganian
City Treasurer

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 20, 2006. 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 6/30/07

TYPE MARKET VALUE PERCENT
Repurchase Agrecments 50,200,000 17.87% Fed oy
Municipal Bonds 1,371,550 0.49%
Certificate of Deposit 560,000 0.20%
Corporate Bonds 15,681,457 5.58%
U.S. Treasury Bonds 12,520,750 4.46%
Mortgage Backed Securitiecs GNMAs 2,420 0.00%
Federal Agencies 198,831,613 70.76% 446% ,
LAIF 658,278 0.23% v iy i Coshin Bork
Cash in Bank 1,154,834 0.41% 0.20%
) TOTALS: 280,980,902 100.00%
Accrued Interest Receivable 2,374,540
GRAND TOTAL: 283,355,442
PORTFOLIO LIQUIDITY AS OF 6/30/07
Percent of
Aging Interval Par Value Portfolio
0-30 Days 50,858,316 18.01%
31days- 1 Year 68,500,445 24.26%
1-2Years 65,000,540 23.02%
2 -3 Years 37,333,832 13.22%
3-4Years 7,631,777 2.70%
4 -5 Years 53,000,254 18.77%
B Over 5 Years 221 0.00%
TOTAL: 282,325,384 100.00%
PORTFOLIO STATISTICS
Jun-07 May-07 Apr-07 Mar-07 Feb-07 Jan-07
Month-End Mkt Value 283,355,442 297,051,051 292,292,537 286,351,494 291,927,064 280,925,019
Modified Duration 1.59 1.57 1.63 1.70 1.36 137
Weighted Average Maturity 1.77 1.74 1.81 1.88 1.49 1.50
Yield to Maturity 4.536% 4.531% 4.504% 4.466% 4.378% 4.296%
Interest Earned 1,071,190 1,120,342 1,068,143 1,080,853 997,028 1,008,108
Fiscal Year To Date Interest Earned 12,013,401 10,942,211 9,821,870 8,753,727 7,672,874 6,675,846
Fair Value Change Gain/(Loss) 73,467 (620,993) 150,854 60,391 906,645 (85,390)
Fiscal Year To Date change in fair value 3,100,878 3,027,411 3,648,404 3,497,550 3,437,158 2,530,513
Total Fiscal YTD eamings 15,114,279 13,969,622 13,470,273 12,251,276 11,110,032 9,206,359
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Pooled Portfolio - Total Retumv Performance

2002

2003

2004

2005

2006

2007

ML 1-3 index Pooied
Corp/Gov  Portfolio
1st quarter 0.018 0.132
2nd quarter 2410 2.190
3rd quarter 2.364 1.210
4th quarter 1.180 1.080
5.972 4612
1st quarter 0.866 1.129
2nd quarter 1.105 0.862
3rd quarter 0.490 0.570
4th quarter 0.256 0.370
2717 2.931
1st quarter 1.120 0.910
2nd quarter (1.120) (0.57)
3rd quarter 1.130 1.38
4th quarter 0.096 0.37
1.226 2.09
1st quarter (0.278) (0.215)
2nd quarter 1.230 1.380
3rd quarter 0.128 0.238
4th quarter 0.666 0.670
1.746 2.073
1st quarter 0.481 0.710
2nd quarter 0.657 0.784
3rd quarter 2.039 1.810
4th quarter 1.018 1.170
4.195 4474
1st quarter 1.442 1.431
2nd quarter 0.725 1.000
Year to date 2.167 2.431
Annualized ML 1-3 Index Pooled
Ave Retums Corp/Gov - Portfolio
Last 6 months 4.334% 4.862%
Last 12 months 5.224% 5.411%
Ave 3 Years 3.111% 3.576%
Ave 5 Years 3.119% 3.258%
Current yields
Pooled Portfolio current yield 4.545%
State Treasurer's LAIF yield 5.230%
2 Year US Treasury yield 4.867%
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II. Capital Endowment Portfolio



CITY OF PASADENA
Capital Endowment Portfolio

Vicken Erganian
City Treasurer

JUNE 2007

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 20, 2006. 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 6/30/07

TYPE MARKET VALUE PERCENT
Repurchase Agreements 968,360 8.75%
Federal Agency Issues 10,103,109 91.25%
TOTALS: 11,071,469 100.00% Repo
8.75%
Accrued Interest Receivable 71,295
GRAND TOTAL: 11,142,764
PORTFOLIO LIQUIDITY AS OF 6/30/07
Percent of
Aging Interval Par Value Portfolio
0-30 Days 968,360 8.63%
31days- 1 Year 8,000,000 71.31%
1-2Years 1,250,000 11.14%
2-3Years 1,000,000 8.91%
3 -4Years - 0.00%
4 -5 Years - 0.00%
Over S Years - 0.00%
TOTAL: 11,218,360 100.00%
PORTFOLIO STATISTICS
Jun-07 May-07 Apr-07 Mar-07 Feb-07 Jan-07
Month-End Mkt Value 11,142,764 12,045,155 12,015,350 11,968,286 11,922,589 11,839,727
Modified Duration 0.82 0.82 0.90 0.98 1.05 1.13
Weighted Average Maturity 0.86 0.87 0.95 1.03 1.12 1.20
Yield to Maturity 3.565% 3.704% 3.432% 3.419% 3.410% 3.411%
Interest Eamed 35,138 36,762 34,725 34,388 34,261 34355
Fiscal Year To Date Interest Earned 460,575 425,437 388,675 353,950 319,562 285,301
Fair Value Change Gain/(Loss) 12,471 (6,957) 12,339 11,309 48,602 3914
Fiscal Year To Date change in fair value 239,569 227,099 234,056 221,716 210,408 161,806
Total Fiscal YTD earnings 700,144 652,536 622,731 575,666 529,970 447,107
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