' DEPARTMENT OF FINANGE ~ TREASURY DIVISION
CITY OF PASADENA INVESTMENT STRATEGY
~Fiscal Year 2016 - 2017 |

I. PURPOSE |

“The City's 'inVestment strategy is désigned to ensure (1) thAé‘ prudénce and e.ffiéiency'.' of
investmehts; 2) t_hé'agﬁcurate 'mohi,toﬁng and forecasting of revenues and expenditures; and, (3)
the securi"n‘giof the safety and quuidity' o’f'pub}lic fuhd_s.'The Cify attempts to earn thé highest yield |
obtaihéble while maintaining comb_lianc'e to the criteria.of the City's Investment vP-oIicy. ‘The

~ qualifications are as follow:

To secure safety of funds
 To maintain liquidity of assets
Yield or ret}urni . »
To monitor deposits from all departmerits (Float)
Compounding of interest
“ To’match investment mat‘uritiés to large expenditures |
‘ FleXibiIity to change investments to maximize éecurity and yield

- To retain full knowledge'of invéstmen_ts available to Treasurers
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“To deal ohly with qualified brokers and banks '

. Toinsist u'pon written confirmatibn of investments and coll_atéral .

—_ —
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. To check with FHLB for sufficiency of collateral if pooled collateral
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Il. FINANCIAL DATA
Daily economic and financial market data is obtained from the Bloomberg Frnancral System and

frnancral experts in the freld through bankers, brokers, market analysts and perrodrcals

III CASH FORECASTS .
Twelve- and eighteen- month cash forecasts are monitored and updated to accurately estrmate

revenues and- expendrtures in order to mvest funds to the fullest extent possible.

VL MAINTAINING BANK BALANCES

4Actrve bank balances are kept at adequate levels Wrthout Jeopardrzrng good bankrng relatronshrps

V. PORTFOLIO TESTING '
- The City's” portfolro is tested ona monthly basrs 50 that Iegal limits of types of rnvestments are not

- exceeded.

- VL. LIQUIDITY OF FUNDS A
Sufficient funds are maintained i Iy overnrght liquid investments to meet current and estrmated cash,
flow needs. The City marntarns an adequate level of overnrght} and short term investments to meet.

.any_liquidity and cash need at any given day when cash outflow exceeds cash inflow.

- VIL PORTFOLIO MANAGEMENT _ _ ,
“In managrng the City's portfolro the City Treasurer consrders the overnrght mvestment balance |
along with” securities with maturities of 90 days or less as the operating fund for cash flow -
purposes Thrs portron of the portfolio is managed to meet the needs of the regular day to day
operatrng expenses of the publrc body Safety of prrncrpal and quurdrty are the primary mvestment ‘
objectrves.. lncome. is a secondary objective. Typically the Treasure_r maintains an average
investment balance ‘of at least $40 million. in this short term liquid portion of the portfollo- with a-

maturity of one week or less. -

The balance of the portfolro is invested in securities wrth longer term maturrtres representrng the

surplus funds This portron of the portfolro is managed with longer term securrtres as liquidity is not
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: thev primary objective and'may include ’supplementing’the.short term liquidity portion of the portfolio
~ if necessary. Safety of pnncrpal is still the prlmary objectrve but income, competitive return, and

Irqurdrty can be secondary objectives.

VIII. IVIANAGEMENT ACTIVITY
o The investment program shaII seek to augment retums consrstent with the rntent of thrs policy,
identified risk ||mv|tatrons and _prudent investment principals.  These objectlves will be achieved by

the potential use when -approoriate‘of the following strategies;

»' 1) Actlve Portfollo Manaqement

Through active fund and cash flow management, taklng advantage of current economlo
’and interest rate-trends, the portfolio yleld may be enhanced with limited and measurable
. . rncreases or decreases in risk by enhanced indexing the portfollo or extendmg or reducrng
the werghted maturity .of the total portfolio and/or actrvely tradlng a portlon of the portfollo
' totryto achieve higher returns. Realized gams and Iosses are expected in active portfolro

-management and thus authorized as part of the program

| _2) Portfolio Maturity Management:', - o
- When structuring the mat’urity compos‘ition of the portfolio, the City shall evaIUate current N
and expected interest rate’ yrelds and necessary cash flow requrrements It is recognrzed |
that in-normal market condrtlons longer maturities produce hlgher yreIds However the
E secuntles with longer matuntles also experience greater prlce ﬂuctuatlons when the level

of interest rates change

3)  Security Swaps: | | |
The City 'may take advantage of security sWapopportunities or simply sell.an investment to
iimprove :the overall portfolio yield and/or credit risk. Such transactions that improye' the v

* portfolio yield and/or'reduce c_re'dit risk may be selected even if the transactions result in an

_accounting loss.
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