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In accordance with the American Disabilities Act, the City of Carrollton intends to provide accessible
communications to allow people with disabilities to equally and effectively participate in programs, services,
and activities offered. If any person with a disability needs this document to be translated into a different
format in order for it to be accessible, please contact the Finance Department at the City of Carrollton at
(972) 466-3110.
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To The Honorable Mayor Marchant
Members of the City Council,

and City Manager,

City of Carrollton

The information within comprises the quarterly investment officer’s report for the City of Carrollton, Texas for
the third quarter ended June 30, 2013. The undersigned acknowledge that the City’s investment portfolios have
been and are currently in compliance with the policies and strategies contained in the City’s Investment Policy
as adopted by Resolution for the City of Carrollton and are also in compliance with the requirements of section
2256.023 of the Public Funds Investment Act of the State of Texas.
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City of Carrollton
Quarterly Investment Report - Executive Summary
Six Months Ending June 30, 2013

June 30, 2013

1. Book Value - All Portfolios $171,334,139
Market Value - All Portfolios $170,575,678
(99.56% of book)
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2. Portfolio Diversification - All Portfolios
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3. Weighted Average Maturity - Consolidated
1.70 years Portfolio
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4. Gross Yield-Consolidated Portfolio 40%
Benchmark Avg. of 1yr & 2yr T-Notes .24%

S. Investment Earnings Consolidated $136,515

March 31. 2013

1. Book Value - All Portfolios $184,011,576
Market Value - All Portfolios $184,040,689

(100.02% of book)
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3. Weighted Average Maturity - Consolidated
1.72 years Portfolio
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4. Gross Yield-Consolidated Portfolio 41%
Benchmark Avg. of 1yr & 2yr T-Notes .20%

5. Investment Earnings Consolidated $153,268

Refer to the Investment Officer’s Report for complete information and explanations.



COMPARISON OF MARKET RATES AND INDICES

INVESTMENT TYPE

T-Bills
3 Months
6 Months

T-Notes
! Year
2 Years
3 Years
5 Years
20 Year

Gov't Pool
Texpool
TexStar

Comm. Paper
30 Days
60 Days
90 Days
Domestic B.A.
30 Days
60 Days
90 Days
Fed. Funds Target Rate
Prime Rate

DJIA

Bond Buyer Index

For the Period Ending June 30, 2013

April 2013

0.06%
0.09%

0.12%
0.23%
0.34%
0.71%
2.55%

0.10%
0.08%

0.08%
0.10%
0.12%

0.23%
0.28%
0.28%
.0-25%
3.25%
14,839.80

3.92%

Mav 2013

0.04%
0.08%

0.11%
0.25%
0.40%
0.84%
2.73%

0.07%
0.05%

0.07%
0.08%
0.10%

0.23%
0.28%
0.28%
.0-.25%
3.25%
15,115.57

3.72%

June 2013

0.05%
0.09%

0.14%
0.33%
0.58%
1.20%
3.07%

0.06%
0.05%

0.07%
0.09%
0.10%

0.23%
0.28%
0.28%
0-.25%
3.25%
14,900.60

4.27%

June 2012

0.09%
0.15%

0.19%
0.29%
0.39%
0.71%
2.31%

0.13%
0.13%

0.10%
0.10%
0.17%

0.23%
0.28%
0.28%
.0-.25%
3.25%

12,880.09

3.94%



COMPARISON OF MARKET RATES AND INDICES
For the Period Ending June 30, 2013

(continued)
GENERAL OBLIGATION

Municipal Bonds AAA AA A
2 Years 0.52% 0.58% 0.60%
5 Years 1.15% 1.22% 1.36%
10 Years 2.21% 2.46% 2.75%
20 Years 2.94% 3.92% 3.84%

WW & SS REVENUE

Municipal Bonds AAA AA A
2 Years 0.60% 0.65% 0.80%
5 Years 1.40% 1.72% 1.86%
10 Years 2.82% 3.19% 3.32%

20 Years 3.72% 4.04% 4.61%



ECONOMIC SUMMARY AND INVESTMENT STRATEGY
For the Quarter Ending June 30, 2013

The Fed continues to watch the data closely as it decides when to begin winding down its $85
billion-a-month bond-buying program. Many Wall Street analysts expect that process to begin at the
Fed's mid-September meeting. But in Senate testimony on July 18 Bernanke said it was too early to
make a decision and reiterated that the timeline will depend on how the economy performs in
coming months, warning that the economy "remains vulnerable to unanticipated shocks.”

Second-quarter retail sales excluding autos turned out softer than previously estimated, which
suggests a noticeably smaller gain in overall consumer spending compared with the 2.6% increase
seen in the first quarter. Recent trends in hiring and earnings numbers support expectations of a
pickup in consumer spending during the rest of the year. The latest three-month moving average of
payrolls at 195,000 is without doubt signiticantly better than the 135,000 average when the Fed
announced the third round of asset purchases in September 2012.

Residential investment continues as one of the strong components of growth. Sales of existing
homes advanced to an annualized mark of 5.2 million units, the highest in six years, excluding the
brief spurt associated with the first-time home buyer program. The sales momentum of new homes
matches the pace seen nearly tive years ago. The recent jump in mortgage rates has resulted in only
a small decline in the Mortgage Purchase Index. However, concerns about the Fed’s timetable for
winding down its monthly securities purchases reached a high peak in June, with long-term
Treasury bonds selling oft sharply and 30-year fixed-rate mortgages briefly rising to nearly 5
percent. The sudden burst of volatility and rise in interest rates have raised questions about whether
the housing recovery is strong enough to withstand an increase in mortgage rates.

The lackluster performance of exports reflects continued soft economic conditions in the eurozone
and a deceleration of growth in Canada, Mexico and China (the other major trading partners of the
United States). Consequently, the trade deficit is expected to widen, impacting negatively GDP
growth.

Favorable labor market data and the Fed's plans to gradually wind down its asset purchases have
resulted in higher Treasury market yields. The Fed’s attempts to convey its future plans initially hit
some communication snags when conflicting signals on its outlook for the economy and its plans
for quantitative easing were announced. The Fed’s detailed Summary of Economic Projections, at
the June 18-19 monetary policy meeting, showed that about half of senior Fed officials wanted to
complete the asset purchase program (QE3) by the end of the year (not just reduce the rate of
purchases), while others thought the program should continue into 2014, If growth fails to pick up
in the second half of the year as anticipated, then is expected that a reduction in the pace of asset
purchases would be delayed.

At quarter end, the three-month T-Bill was yielding .05% and the 20-year Treasury was yielding
3.07%, representing a spread of 302 basis points. This spread increased 80 basis points from last
quarter’s basis point spread. The Consolidated porttolio had an overall yield of 40% gross and
33% net of bank analysis fees and investment expenses at the end of the quarter. These vyields
reflect a decrease of .01 % and .0 % respectively, from the previous quarter. The weighted average
maturity (WAM) of the Consoli é&égd portfolio at quarter end was 1.70 years, down from 1.72 vears
at the end of last quarter. The yield of Carrollton's Consolidated portfolio was performing at .16
basis points higher than the one-vear and two-vear average vield of Treasury Notes.



Treasury was able to invest $39 million during this quarter. Based on careful analysis, staff
continues to watch the duration of the portfolio and keep the duration between the one and two
years range. The Treasury staff’s investment strategy per portfolio during the quarter was as
follows: the Consolidated portfolio currently has a short term duration (refer to graph #3 of
Executive Summary) with about 28% of the portfolio, including a government pool, under 90 days,
and 29% of the portfolio from 91 days to two vears. This investment structure will allow the City to
take advantage of changes in the market. All of the current city investments have good secondary
markets and can be sold at any time should the need arise. We continue to monitor and research
FNMA and FHLMC financial status and currently we are not purchasing any investments under
these government agencies’ names.

The city’s portfolios are diversified, with the higher exposure being in various types of government
agencies at 68%, and the government pool at 19%. The book value of all combined portfolios at
quarter end was $171,069,011 and the market value was $170,310,551. The difference represents an
unrealized loss of $787,573 (99.56% of the combined portfolios).

A detailed breakdown of income earned, yields, holdings, market sector diversification, market
value, and book value by portfolio and asset type for the City’s portfolio are contained in this
investment report.

For indicators of economic activity data, refer to the chart that follows:

Indicators of Economic Activity
Apr. 2013 May 2013 Jun. 2013
Personal Income 0.1% 0.5% n/a
Total Unemployment Rate 7.5% 7.6% 7.6%
Leading Economic Indicators 0.8% 0.2% 0.0%
Manutacturing New Orders 50.7% 49.0% 50.9%
PPI (Finished Goods) 194.9% 195.8%. 197.30%
Real Avg. Weekly Earnings $355.90p $355.52p n/a
cPIAllltems) $232.712 5232045 $232.504
Retail Sales (millions) 418973 421,222p 422,794a |
Industrial Production 98.8% 98.7% 99.1%p
Business Inventories 1,661,862 1,651,899 _n/a
Durable Goods (New Orders) 218395 234438 wa

p - Projected
n/a - Not available

a - Advance estimate



ANNUALIZED PORTFOLIO YIELDS - GROSS AND NET
THIRD QUARTER ENDED JUNE 30, 2013

QUARTER ENDED
PORTFOLIO June 30, 2013 March 31, 2013
GROSS YIELDS M
CONSOLIDATED 0.40% 0.41%
POLICE CONFISCATED 0.11% 0.13%
NET YIELDS 0
CONSOLIDATED 0.33% 0.33%
POLICE CONFISCATED 0.11% 0.13%
BENCHMARKS
3-MONTH TREASURY BILL 0.08% 0.09% 2)
6-MONTH TREASURY BILL 0.12% 0.14% 2
I-YEAR TREASURY NOTE 0.15% 0.17% o4}
2-YEAR TREASURY NOTE 0.27% 0.27% )
3-YEAR TREASURY NOTE 0.39% 0.38% v}

NOTES:

(1) Gross yields do not include the deduction for bank analysis fees, investment staff expenses, and arbitrage fees.

Net yields do reflect these deductions.

(2} Benchmarks were calculated as average annualized vields and were not weighted by the actual portfolio

balances.
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OF FISCAL YEAR 2012-13

INVESTMENT EARNINGS AS OF THE THIRD QUARTER

CONSOLIDATED PORTFOLIO

3RD QTR. YTD PRIOR YTD
APRIL MAY JUNE TOTALS TOTALS TOTALS
INTEREST RECEIVED $ 842011 8% 56,347 1§ 20,172 1% 160,720 | $ 499942 | § 491,807
GAIN/LOSS 1,163 967 - 2,129 5,039 2,002
INVESTMENT EXPENSES (10,781) (10,781) (10,781) (32,343) (97,028) (97,524)
BANK FEES 3,462 (3.369) 104 196 196 -
ARBITRAGE FEES - - - - - -
ACCRUED INT/AMORT. 22,309) (3.663) 31,784 5,811 4,611 158,560
NET INV. INCOME EARNED $ 55,7351 % 39,501 1% 41,2791 % 136,515 18 412,760 | § 534,845
SELECTED KEY INDIVIDUAL FUNDS
NET INVESTMENT EARNINGS
AS OF THE THIRD QUARTER
FY 2013 NET | FY 2012 NET
INVESTMENT| INVESTMENT
FUND FUND # EARNINGS EARNINGS
GENERAL FUND 1000 $ 106,763 | $ 122,148
DEBT SERVICE FUND 2000 9,151 10,881
HOTEL/MOTEL TAX 3020 633 1,778
COURT SECURITY FEE 3040 289 369
JUV CASE MGMT FUND 3041 1,305 1,339
GENERAL FAC. - SPECIAL PROJ. 4101 55,738 37,960
COURT TECH FUND 4103 266 290
GEN CAP RR PROJECT 4107 3,161 4,121
LIBRARY FACILITIES- 2003 G.O. 4154 173 994
PUBLIC SAFE. FAC. - 2005 G.O. 4155 3,419 8,078
ANIMAL SHELTER 09 CAP. PROJ. 4157 858 1,451
CSC PARKING 2010 GO 4158 389 600
URBAN DESIGN SPECIAL PROJ. 4201 6,342 10,433
PARKS - PRO RATA 4310 1,884 2,280
PARKS CONSOLIDATED 4360 11,382 23,583
STREETS CONSOLIDATED 4460 64,492 94,051
DRAINAGE CONSOLIDATED 4560 6,561 25,381
TRAFFIC CONSOLIDATED 4660 5,687 7,682
TAX INCREMENT FINANCING 4760 474 582
WATER & SEWER OPERATIONS 5100 43,089 56,400
WATER & SEWER IMPACT FEES 5145 8,480 9,277
UTILITY CONSOLIDATED 5160 18,403 23,132
W&S FLEET REPLACEMENT 5190 3,961 5,030
GOLF COURSE OPERATING 5300 727 948
GOLF 2002 BOND ISSUE 5342 242 556
GOLF COURSE FLEET REPLACE 5390 599 844
SANITATION OPERATIONS 5500 3,306 3,844
EQUIPMENT SERVICE 6100 331 167
GENERAL FLEET REPLACEMENT 6190 9,889 14,109
RISK SERVICE 6200 10,174 13,799
ADMINISTRATION FUND 6300 6,987 8,289
EMPLOYEE HEALTH 6500 27,437 36,880
L-T DISABILITY 6590 130 310




INVESTMENT EARNINGS AS OF THE THIRD QUARTER

OF FISCAL YEAR 2012-2013

POLICE CONFISCATED
3RD QTR. YTD PRIOR YTD
APRIL MAY JUNE TOTALS TOTALS TOTALS
INTEREST RECEIVED $ 1718 14 1218 4315 17518 226
GAIN/LOSS - - - - - -
INVESTMENT EXPENSES - - - - - -
FUND TRANSFER ADJ. - - - - - -
ACCRUED INT/AMORT. - - - - - -
NET INV.INCOME EARNED | $ 1718 14 121% 4318 1751§ 226
INDIVIDUAL FUNDS
NET INVESTMENT EARNINGS
AS OF THE THIRD QUARTER
FY 2013 NET | FY 2012 NET
INVESTMENT|INVESTMENT
FUND FUND # EARNINGS EARNINGS
POLICE CONF. CASH STATE 3700 $38 $1
POLICE CONF. CASH FED. 3710 - -
POLICE CONF. TREASURY 3711 24 38
POLICE CONF. FED. JUSTICE 3712 92 168
POLICE SEIZED FUNDS 3720 - -
FIRE CONFISCATED CASH 3736 21 19
GRAND TOTAL $175 $226
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