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SUBJECT:REPORT OF INVESTMENTS FOR THE MONTH ENDING APRIL 30, 2005,

INCLUDING MARKET VALUES FOR ALL INVESTMENTS FOR THE MONTH

RECOMMENDATION:Discuss and File

FISCAL/MANDATES IMPACT:None

DISCUSSION:

The average daily porffolio balance for the month of April amounted to $1.6 billion. The
I

I porffolio yield for the month of April was 2.77%. The weighted average days to maturi
decreased 6 days to 240 days. The total net monthly eamings were $3.7 million. The porffolio
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.

The economy began to show signs of a slowing in the rate of growth during the month of April.

Economic reports released during the month reflected modestly weaker data than had been
i

reported during the first quarter of 2005. The markets have prepared themselves for an

expected further increase in the Federal Funds rate in early May.

In preparation for the meeting of the Federal Open Market Committee (FOMC), the Feds policy-
I making body, the staff of the Fed prepared the review of overall economic conditions in the U.S.

called the `Beige Book'. In the report, the staff noted that the following conditions were

observed:

Business activity continued to expand.
Half of the areas reOected that retail activity was up, from modestly to strongly,

while the other half showed consumer spending to be subdued.

Manufacturing activity was ahead of year-earlier levels.
I

Residential real estate markets remained strong across the country, while

commercial real estate conditions were varied.

Price pressures have intensified with high or rising energy prices a concern.

The economic data that was released during the month showed a similar mixed pattern. The

unemployment rate dropped back down to 5.2%, though non-farm payrolls increased by only
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110,000 jobs. Housing starts dropped sharply, while home sales continued at a very brisk

pace. Orders for durable goods were down, while construction spending and factory orders

both rose. The consumer sentiment data showed a decline from the relatively strong reports
earlier in the year. On the inOation front, we have finally begun to see energy prices showing up

in the data as Producer Prices and Consumer Prices were up 0.7% and 0.6% respectively.

I

Finally, the Gross Domestic Product, the widest measure of economic activity, came in at 3.1%

for the Orst quarter, making it the slowest growth rate in a year, while the Price DeOator, the

broadest measure of inOation was 3.2%
,

one of the highest rates reported in a year.

The capital markets have continued to mark time. Short-term interest rates have continued to

drift higher in anticipation of the Feds rate increase. Long-term rates, on the other hand, have

headed lower, largely due to an expectation that the Federal Reserves rate increases will keep

inOation concerns in check and also due to the signs of weakening in the rate of economic

activity. Since the beginning of the year the spread between the Treasury hwo-year note and

the Treasury thir-year bond has fallen from about 170 basis points to under 90 basis points.

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

(U.S. Treasury Market graph attached).I
I

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

investments for the month ending April 30, 2005. GASB Statement NO. 31 states that

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 creditworthiness or it is determined that the

Treasurer is unable to hold investments to maturity.

I The following is a list of attached graphs:
I

Portfolio Average Monthly Balance

Average Porffolio Maturity

Balance Yield Comparison by Month

I

Porffolio Holdings by Instrument Type

Yield Curve, U.S. Treasury Market

O
Maturity Distribution

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

Ia you have any questions regarding this item, please call Chief Investment OFOcer
Robert at 654-3733.

LA NCE L. MAT EY

Treasurer-Tax Collector

LLM:ec

Attachments
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