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TREASURER
TAX COLLECTOR

Don R. Hansen
Assistant Treasurer-Tax Collector

September 13, 2011

Ventura County Board of Supervisors
County Government Center

800 South Victoria Avenue

Ventura, CA 93009

SUBJECT: Discuss and File Report of Investments, including Market Values for
Investments, for the month ending July 31, 2011.

RECOMMEDATION: Discuss and File

FISCAL/MANDATES IMPACT: None

DISCUSSION:

The average daily portfolio balance for the month of July amounted to § 1.9 billion. The
portfolio yield for the month of July was .87 %. The weighted average days to maturity
decreased 19 days to 334 days. The total net monthly earnings were $ 1.4 million. The portfolio
has been structured to satisfy the anticipated cash flow needs of the participants. The investment
practices and portfolio holdings are in compliance with the new investment policy.

The portfolio has been managed with the stated objectives of safety, liquidity and earning a
competitive rate of return, outlined in the Statement of Investment Policy. In striving to
maintain the primary objective, safety of principal, the County portfolio has received a rating of
AAACf by Standard & Poor’s, the highest possible ranking given by the agency. Regarding the
secondary objective, maintaining sufficient liquidity to meet cash flow needs, the portfolio is
rated S1+, also the highest ranking given by S&P. In light of the first two objectives the
portfolio has on balance outperformed its benchmarks, satisfying the final objective, that of
earning a competitive rate of return.

Despite ongoing concerns about the crisis in Greece and other European countries, the focus of
the markets shifted dramatically during the month to the U. S. The continuing impasse on
raising the debt limit has raised the possibility of a downgrade of U. S. government debt. This
has put pressure on equity markets and created uncertainty in the debt markets. While it is
generally expected that some compromise will be reached to continue to fund government
obligations there is less certainty that whatever deal is struck will be enough to avoid a
downgrade of U. S. debt. There is currently no way of knowing what the ramifications are for
interest rates, based on this alone, but clearly they would not be good.
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While the focus of the markets was on Washington, economic data during the month appeared
to show that the rate of growth for the economy was slowing. During the month the Fed
produced its “Beige Book”, the review of economic conditions provided to the Federal Open
Market Committee, the Fed’s policy making body, prior to a meeting. In the report the Fed
provided these observations of the current environment.

Economic activity continued to grow but the pace has moderated

Consumer spending increased overall with modest growth in non-auto retail sales
Activity among non-financial service sectors improved overall

Manufacturing activity expanded overall but capital spending plans were cautious
Residential real estate activity has remained weak though construction activity improved

The economic data released during the month reflected a slowing in economic activity. Non-
farm payrolls rose by a mere 18,000 and the unemployment rate nudged up to 9.2%. Consumer
confidence figures moved lower, as did construction spending and orders for durable goods.
The broadest measure of economic activity, the Gross Domestic Product, increased by only
1.3% during the second quarter and the first quarter number was downward revised to just
0.4%, while personal consumption was about unchanged.

Interest rates generally moved lower, particularly in the intermediate part of the Treasury curve.
Long-term rates were lower by 10 to 35 basis points as investors pulled money out of foreign
markets, U. S. equities and short-term debt and moved into longer-term securities to wait out
the debate in Washington.

Given the current interest rate environment we anticipate the County’s yield to drop slightly.
Further, we continue to seek investment opportunities in order to optimize earnings (U. S.
Treasury Market graph attached).

Attached is a listing of market values provided by our custodian, Wells Fargo Bank, for all
investments for the month ending July 31, 2011. 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 be
unable to hold investments to maturity.

The following spreadsheets are also attached:

e Transactions for the month of July
e Listing of Securities by Type
e Summary of Government Agency Securities

The following is a list of attached graphs:
e Portfolio Average Monthly Balance

e Average Portfolio Maturity
e Balance Yield Comparison by Month



e Portfolio Holdings By Instrument Type
e Yield Curve, U. S. Treasury Market
e Maturity Distribution

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

Please call our Chief Investment Officer, Robert A. Hansen, at 654-3733 if you have any
questions regarding this item.

Sonllind__ KA Mo

Steven Hintz Robert A. Hansen
Treasurer-Tax Collector Chief Investment Officer

Exhibit 1 — Market Values of Investments

Exhibit 2 — Monthly Transactions

Exhibit 3 — Investment Inventory by Type

Exhibit 4 — Summary of Government Agency Securities
Exhibit 5 — Graphs
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GA summary

TOTAL PORTFOLIO = | 1,842878 _
| | Per Cent of

FEDERAL AGENCIES 7/29/2011 Portfolio

NOTES |  Discount Notes | TOTAL
Federal Home Loan Bank 509.800 : 0.000 509.800  27.66%
Federal National Mortgage Association 436.000 0.000 436.000 23.66%
Federal Home Loan Mortgage Corporation 320.250 | : 0.000 | 320250 17.38%
Federal Farm Credit Bank 422.828 f 0.000 422.828  22.94%

1,688.878 0.000 1,688.878 91.64%

' 1,688.878
Page 1
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