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DISCUSSION:

The average daily porffolio balance for the month of April amounted to $1.4 billion. The

porffolio yield for the month of April was 1.64%. The weighted average days to maturity

increased 18 days to 346 days. The total net monthly earnings were $1.9 million. The

porKolio has been structured to satisfy the anticipated cash flow needs of the

participants. The investment practices and porffolio holdings are in compliance with the

investment policy.

Economic reports during April took a distinct swing upward. The mood in the country,

from an economic perspective, has appeared to improve along with corporate earnings,
which made a strong showing in the first quarter. Interest rates during the month rose

sharply as the capital markets began to brace for an eventual increase in short-term

interest rates from the Federal Reserve.

For its part, the Federal Reserve reported in the `Beige Book', its national survey of

economic activity, that "economic growth was widespread" across the country. The

report went on to make the following observations.

Economic activity increased across the nation.

Retail sales moved up noticeably.

Manufacturing, mining, energy, tourism and services all grew.

New home construction is strong in a number of regions.
Commercial real estate markets remain soft.
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Lending activity increased and cred0 quality remained solid.

Conditions in agriculture improved overall with higher prices for most

products.
Labor markets tightened somewhat with modest wage increases.

O
There were modest increases in overall consumer prices with

significant increases in numerous commodities and input products.

In all, the picture is upbeat for the economy and economic reports during the month

echoed the `Beige Book' with only a few signs of caution. Consumer confidence has

begun to improve, particularly, as the job situation has begun to rebound. Gross

Domestic Product, the widest measure of economic activity, continued to show solid

performance and was up 4.2% for the first quarter. Home sales remained strong. or

note, however, is the 0.5% increase in both the Consumer and Producer Price Indexes,

which may signal the possibility of future inOation. Also reported were declines in

construction spending and industrial production.

Interest rates reversed trend very sharply in April. Most economic data during the

month came in be~er than forecast, which caused many in the capUal markets to

reassess how rapidly the Fed will move to raise interest rates. While sentiment earlier in

the year had been that the Fed was unlikely to intervene in the markets until 2005, the

most recent data began to move sentiment to the possibility that the Fed may be forced

to raise rates as early as this summer. As a consequence, interest rates across the

yield curve rose. Short-term interest rates rose 5 to 15 basis points while longer-term

rates rose 50 to 75 basis points.

Given the current interest rate environment, we anticipate the County's yield to

decrease modestly. Further, we continue to seek investment opportunities in order to

optimize earnings (U.S. Treasury Market graph aftached).

Aftached is a listing of market values provided by our custodian, Wells Fargo Bank, for

all investments for the month ending April 30, 2004. GASB Statement NO. 31 states

that variances between the cost of investments and the fair value of Jnvestments 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 is unable to hold investments to maturity.

The following is a list of attached graphs:

Porffolio Average Monthly Balance

Average Portfolio Maturity

Balance Yield Comparison by Month

Porffolio Holdings by Instrument Type

Yield Curve, U.S. Treasury Market

Maturity Distribution
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I

This lefter has been reviewed by the CEO, the Auditor-Controller, and County Counsel.

If you have any questions regarding this item, please call Chief Investment OFOcer

Robert A. Hansen at 654-3733.

I

LAW NCE L. MAT N

Treasurer-Tax Collector

LLM:ec
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