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SUBJECT: REPORT OF INVESTMENTS FOR THE MONTH ENDING

NOVEMBER 30, 2003, INCLUDING MARKET VALUES FOR ALL

INVESTMENTS FOR THE MONTH

RECOMMENDATION: Discuss and FileI

FISCAUMANDATES IMPACT: None

DISCUSStON:

The average daily portfolio balance for the month of November amounted to $1.1 billion. The

portfolio yield for the month of November was 1.84%. The weighted average days to maturity

decreased 4 days to 261 days. The total net monthly earnings were $1.7 million. The portfolio
has been structured to satisfy the anticipated cash flow needs of the partipants. The

investment practices and portfolio holdings are in compliance with the investment policy.

November proved to be a very quiet month for the capital markets. Improving economic

I

statstica! data was offset by a persistent low Jnterest rate message from the Federal Reserve.

Various members of the Federal Open Market Committee (FOMC), the Federal Reserve's

policy-making body, were out carrying the message that the FOMC is prepared to keep short-

term interest rates low, for as iong as necessary, to promote economic growth. As a

consequence, many economist and market participants have concluded that the Fed is likely to

keep the current low-rate environment well into 2004. Some more extreme forecasters have

even suggested that the Fed may keep their current stance until 2005.

There are signs in the current releases of economic reports that suggest that the lowrate

environment coupled with continued deficit financing are starting to have a positive impact on

the overall economic condition.

The most obvious sign of this economic improvement came in the report on Gross Domestic

product (GDP), the broadest measure of economic activity for the country. GDP for the third

quarter of 2003 was reported up a robust 8.2% while the GDP price index, the broadest

measure of overall inOation came in at a modest 1.7%. While it is not anticipated that this rate

of growth is sustainable it suggests that strong forces are at work in the economy.

Jn other reports, the unemployment rate remained at 6.1%, while the number of jobs created

was up sharply. Non-farm payrolls have grown by over 125,000 in each of the last hwo months.

Consumer confidence has also risen sharply in the last t,wo months. This has led to continued
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strong performance in the housing sector, steady increases in orders for durable goods and a

rise in consumer credit.

As a consequence of this Fed policy of low short-term interest rates and an improving economy
with low inflation, interest rates remained very stable during the month of November. Interest

rates in all sectors of the Treasury market were virtually unchanged. At this point the market

appears to be taking a wait-and-see approach to coming economic reports and any changes in

Fed policy.
i

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

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

i
(U.S. Treasury Market graph aftached).

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

investments for the month ending November 30, 2003. GASB Statement NO. 31 states that

I
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 credit,vorthiness or it is determined that the

Treasurer is unable to hold investments to maturity.

The following is a list of attached graphs:

Portfolio Average Monthly Balance

Average PortfolJo Maturity

Balance Yield Comparison by Month

PortOolio Holdings by Instrument Type

Yield Curve, U.S. Treasury Market

Maturity Distribution

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

t

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

Robert Q. Hansen at 654-3733.
/

I;
NCE L. MATHEE

Treasurer-Tax Collector "

LLM:ec

Attachments
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