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INVESTMENT POLICY AND INVESTMENT METHODOLOGY
For the Fiscal Year Ended September 30, 2016

Statutory and Policy Requirements

This Investment Officer’s Report is written in accordance with the Law of the State of Texas, and more specifically

with Chapter 2256 Public Funds Investment Act, Section 2256.023, which states that not less than quarterly, the

investment officer shall prepare and submit to the governing body and the chief executive officer of the entity a

written report of investment transactions for all funds covered by this chapter, for the preceding reporting period,

within a reasonable time after the end of the period. The report must describe in detail the investment position of

the City on the date of the report; be prepared jointly and signed by all investment officers of the City; contain a

summary statement of each pooled fund group that states the beginning market value for the reporting period;

ending market value for the reporting period; fully accrued interest for the reporting period; state the book and

market value of each separately invested asset at the end of the reporting period by the type of asset and fund type

invested. Other requirements to be in the report are maturity dates, pooled fund groupings, and a compliance

statement of the investment portfolio as it relates to the strategies in the investment policy and relevant to

provisions of the Public Funds Investment Act.

This report is prepared each quarter by the person or persons designated by the City Council as the Investment

Officers. On January 16, 2016 Resolution #3894 was passed to amend and adopt the investment policy for the City of

Carrollton. The Chief Financial Officer is responsible for establishing written procedures for the operation of the

program and these procedures shall include the explicit delegation of authority to persons who carry out the daily

investment transactions. Currently, the Chief Financial Officer has made this delegation of authority to the City

Treasurer. Investment officials have the authority to invest all City funds with the exception of funds contributed to

the Texas Municipal Retirement System (TMRS) and the deferred compensation carriers, ICMA and Nationwide

Retirement Solutions. These funds are managed by outside investment managers and administrators with a

monitoring process carried out by Finance and Workforce Services departments.

The funds of the City of Carrollton, Texas, are invested in compliance with Chapter 2256, Public Funds Investment Act

of the State of Texas, and in accordance with investment policies approved by City Council. The City is authorized to

invest its funds and funds under its control in (1) obligations of the United States or its agencies and

instrumentalities, including letters of credit; (2) direct obligations of the State of Texas or its agencies and

instrumentalities; (3) collateralized mortgage obligations directly issued by a federal agency or instrumentality of the

United States, the underlying security for which is guaranteed by an agency or instrumentality of the United States;

(4) other obligations, the principal and interest of which is guaranteed or insured by, or backed by the full faith and

credit of the State of Texas or the United States or their respective agencies and instrumentalities including

obligations that are fully guaranteed or insured by the Federal Deposit Insurance Corporation or by the explicit full

faith and credit of the United States; (5) obligations of states, agencies, counties, cities, and other political

subdivisions of any state rated as to investment quality by a nationally recognized investment rating firm not less

than “A” or its equivalent; (6) bonds issued, assumed or guaranteed by the State of Israel; (7) certificates of deposit

and share certificates (i) that are issued by a depository institution that has its main office or a branch office in the

State of Texas and is guaranteed or insured by the Federal Deposit Insurance Corporation or the National Credit

Union Share Insurance Fund, or their respective successors, and are secured as to principal by obligations described

in clauses (1) through (6) or in any other manner and amount provided by law for City deposits, or (ii) where (a) the

funds are invested by the City through (I) a broker that has its main office or a branch office in the State of Texas and

is selected from a list adopted by the City as required by law or (II) a depository institution that has its main office or

a branch office in the State of Texas that is selected by the City, (b) the broker or the depository institution selected

by the City arranges for the deposit of funds in certificates of deposit in one or more federally insured depository

institutions, wherever located, for the account of the City, (c) the full amount of the principal and accrued interest of

each of the certificates of deposit is insured by the United States, and (d) the City appoints the depository institution

selected under (a) above, a custodian as described by Section 2257.41(d) of the Texas Government Code, or a
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clearing broker dealer registered with the Securities and Exchange Commission Rule 15c3‐3(17 CFR Section 240.15c3‐

3); (8) securities lending programs if (i) the securities loaned under the program are collateralized, a loan made under

the program allows for termination at any time and a loan made under the program is either secured by (a)

obligations that are described in clauses (1) through (6), (b) irrevocable letters of credit issued by a state or national

bank that is continuously rated by a nationally recognized investment rating firm not less than “A” or its equivalent,

or (c) cash invested in obligations that are described in clauses (1) through (6) and (11) through (13) of the first

paragraph under this sub‐caption, or an authorized investment pool; (ii) securities held as collateral under a loan are

pledged to the governmental body, held in the name of the governmental body and deposited at the time the

investment is made with the City or a third party designated by the City; (iii) a loan made under the program is

placed through either a primary government securities dealer or a financial institution doing business in the State of

Texas; and (iv) the agreement to lend securities has a term of one year or less; (9) fully collateralized repurchase

agreements that have a defined termination date, are fully secured by a combination of cash and obligations

described in clause (1), which are pledged to the City, held in the City’s name, and deposited at the time the

investment is made with a third party selected and approved by the City and are placed through a primary

government securities dealer, as defined by the Federal Reserve, or a financial institution doing business in the State

of Texas; (10) certain bankers’ acceptances with the remaining term of 270 days or less, if the short‐term obligations

of the accepting bank or its parent are rated at least A‐1 or P‐1 or the equivalent by at least one nationally

recognized credit rating agency; (11) commercial paper with a stated maturity of 270 days or less that is rated at

least A‐1 or P‐1 or the equivalent by either (a) two nationally recognized credit rating agencies or (b) one nationally

recognized credit rating agency if the paper is fully secured by an irrevocable letter of credit issued by a U.S. or state

bank; (12) no‐ load money market mutual funds registered with and regulated by the Securities and Exchange

Commission that have a dollar weighted average stated maturity of 90 days or less and includes in their investment

objectives the maintenance of a stable net asset value of $1 for each share; and (13) no‐load mutual funds registered

with the Securities and Exchange Commission that have an average weighted maturity of less than two years, invest

exclusively in obligations described in this paragraph, and are continuously rated as to investment quality by at least

one nationally recognized investment rating firm of not less than AAA or its equivalent. In addition, bond proceeds

may be invested in guaranteed investment contracts that have a defined termination date and are secured by

obligations, including letters of credit, of the United States or its agencies and instrumentalities in an amount at least

equal to the amount of bond proceeds invested under such contract, other than the prohibited obligations described

in the next succeeding paragraph.

The City may invest in such obligations directly or through government investment pools that invest solely in such

obligations provided that the pools are rated no lower than AAA or AAAm or an equivalent by at least one nationally

recognized rating service. The City may also contract with an investment management firm registered under the

Investment Advisers Act of 1940 (15 U.S.C. Section 80b‐1 et seq.) or with the State Securities Board to provide for the

investment and management of its public funds or other funds under its control for a term up to two years, but the

City retains ultimate responsibility as fiduciary of its assets. In order to renew or extend such a contract, the City

must do so by order, ordinance, or resolution. The City is specifically prohibited from investing in: (1) obligations

whose payment represents the coupon payments on the outstanding principal balance of the underlying mortgage‐

backed security collateral and pays no principal; (2) obligations whose payment represents the principal stream of

cash flow from the underlying mortgage‐backed security and bears no interest; (3) collateralized mortgage

obligations that have a stated final maturity of greater than 10 years; and (4) collateralized mortgage obligations the

interest rate of which is determined by an index that adjusts opposite to the changes in a market index.

Custodial Arrangements

The City’s investments are almost exclusively held in the Federal Reserve Bank or the Depository Trust Company

Book Entry System with delivery vs. payment transactions occurring through the securities clearance department of

the City’s depository bank, Frost. The bank is responsible for matching up instructions from the City’s investment

officers on an investment settlement transaction with confirmations and what is wired from the broker dealers,

6



before releasing the City’s designated funds for a given purchase. The bank then proceeds to send the information

to the safekeeping and vault departments, to record ownership in the City’s safekeeping account. A safekeeping

statement is provided to the City verifying ownership and custody.

Investment AccountingMethodology

The City accounts for the majority of funds on a pooled investment basis, allowing the investment officer to purchase

larger round‐lot blocks of securities at higher yields. The individual funds share in higher yields regardless of the size

of each individual cash balance at the time. Investment income is allocated to the participating funds based upon

their equity percentage in the pooled fund. The percentage is based on the individual fund’s accrued interest

balance divided by the pooled fund’s accrued interest balance. Safekeeping fees, realized gains or losses, and

investment expenses are netted against interest earnings to derive a net investment income figure to allocate to

each individual fund. Pooling funds for investment purposes has benefited the City by reducing recordkeeping,

banking fees, and audit costs.

As of September 30, 2016, two pools of funds existed, as follows: Consolidated Fund, consisting of operational funds

and bond issuance money and Police Confiscated Fund, consisting of monies obtained through forfeiture provisions

under federal and state drug laws.
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Quarter Ended 

09/30/2016

Quarter Ended 

09/30/2015

Quarter Ended 

09/30/2014

Quarter Ended 

09/30/2013

Quarter Ended 

09/30/2012

Investment on Agencies and Pools 183,639,103$     173,920,676$     169,028,290$     155,404,531$     148,671,588$    

Cash in Interest‐Bearing Bank Accounts            5,528,997             5,000,724                171,795                215,279             5,682,730 

Consolidated Portfolio Values 189,168,100$     178,921,400$     169,200,085$     155,619,810$     154,354,318$    

Investment on Agencies and Pools 520,508$             341,411$             287,471$             284,324$             205,489$            

Cash in Interest‐Bearing Bank Accounts               206,430                297,983                190,855                170,075                137,596 

Police Portfolio Values 726,938$             639,394$             478,326$             454,399$             343,085$            

Investment on Agencies and Pools 184,159,611$     174,262,087$     169,315,761$     155,688,855$     148,877,077$    

Cash in Interest‐Bearing Bank Accounts            5,735,427             5,298,707                362,650                385,354             5,820,326 

All Portfolio Values 189,895,038$     179,560,794$     169,678,411$     156,074,209$     154,697,403$    

Quarter Ended 

09/30/2016

Quarter Ended 

09/30/2015

Quarter Ended 

09/30/2014

Quarter Ended 

09/30/2013

Quarter Ended 

09/30/2012

 GROSS YIELD  0.84% 0.53% 0.48% 0.41% 0.46%

 NET YIELD (1)  0.64% 0.47% 0.42% 0.33% 0.39%

 BENCHMARK 1 YR ‐ 2 YR T NOTE AVERAGE  0.59% 0.54% 0.34% 0.22% 0.16%

 GROSS YIELD VS. BENCHMARK  0.25% ‐0.01% 0.14% 0.19% 0.30%

 GROSS YIELD  0.35% 0.05% 0.03% 0.10% 0.11%

 NET YIELD (1)  0.35% 0.05% 0.03% 0.10% 0.11%

NOTES:  

PORTFOLIO YIELDS

CONSOLIDATED PORTFOLIO

POLICE PORTFOLIO

(1) Consolidated Funds includes bond proceeds funds.

(2) Balances will not match the carrying value report listed in a later section of this report and in the Comprehensive Annual Financial Report by the amount of the 

balance in the cash in interest bearing bank accounts.

YIELDS, CASH AND INVESTMENT BALANCES THROUGH THE YEARS
For the Fiscal Year Ended September 30, 2016

CONSOLIDATED PORTFOLIO (1) (2)

POLICE PORTFOLIO (Restricted Funds) (2)

ALL PORTFOLIOS (2)

PORTFOLIO VALUES - BOOK VALUE

Summary of Cash and Investments, Investment Yields and Earnings

As of September 30, 2016, the City of Carrollton had cash and investments with an amortized book balance of

$189,895,038. Total cash and investments increased $10,334,244 from September 30, 2015. The main increase in

money invested from the prior fiscal year occurred due to sales and property taxes received during the fiscal year.

The City of Carrollton manages the investment portfolios actively to achieve relative value in the market and within

set parameters to be positioned at an optimal place on the yield curve. The City monitors the duration of the

portfolios to achieve liability matching, but also to achieve the maximum income potential, while maintaining the

safety and liquidity of the portfolio. The portfolios are relatively short‐term in nature, but typically will achieve yields

above treasury bill/notes rates of interest.

A detail of the City's portfolios balances at book value and yield earn at the end of the last five years has been

included below:
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PORTFOLIO BALANCES AND  YIELD GRAPH COMPARISONS

Fourth Quarter Ended September 30, 2016

ALL PORTFOLIO BALANCES - BOOK VALUE

CONSOLIDATED PORTFOLIO AND BENCHMARK YIELDS
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MONTH

CONSOLIDATED 

PORTFOLIO 

AVERAGE 

BALANCE ($)

AVERAGE 

91‐DAY T‐

BILL YIELD 

(%)
(1)

NUMBER 

OF DAYS 

INVESTED

October 180,472,137 0.08% 31 $123

November 177,065,463 0.22% 30 $320

December 186,463,500 0.16% 31 $253

January 201,403,924 0.26% 31 $445

February 215,079,754 0.31% 28 $511

March 217,488,320 0.30% 31 $554

April 210,674,557 0.23% 30 $398

May 216,170,185 0.28% 31 $514

June 223,889,020 0.27% 30 $497

July  218,166,525 0.30% 31 $556

August 202,876,798 0.30% 31 $517

September 193,686,864 0.29% 30 $462

Total Interest that could be Earned Under Passive Management $5,150

Total Net Investment Income Actually Earned Under Active Management 
(2)

$1,602,704

Income Differential derived from Active Management $1,597,554

Represents approximately an advantage of: 82  basis points

(1) Source for average 91‐day Treasury bill discount rates is the U.S Department of the Treasury.

(2) This figure represents interest revenues gross of gains and losses on sales, investment expenses such as

salaries, computer charges, and supplies amounting to $106,851.  

COMPARISONS OF ACTIVE VS. PASSIVE PORTFOLIO 
MANAGEMENT

Fourth Quarter Ended September 30, 2016

The example below shows the difference in earning that might have occured for the fiscal

year in the Consolidated portfolio if a passive stategy in treasury bills had been adopted:

INTEREST 

EARNINGS

Treasury Bills Passive Strategy
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MONTH

CONSOLIDATED 

PORTFOLIO AVG. 

BALANCE ($) LESS 

$25,000,000

AVG. GOVT. 

POOL RATE 

OF RETURN 

(%) (1)

NUMBER 

OF DAYS 

INVESTED

October 155,472,137 0.15 31 $19,437

November 152,065,463 0.14 30 $17,148

December 161,463,500 0.20 31 $28,099

January 176,403,924 0.32 31 $48,662

February 190,079,754 0.33 28 $47,856

March 192,488,320 0.42 31 $69,055

April 185,674,557 0.44 30 $67,316

May 191,170,185 0.45 31 $72,349

June 198,889,020 0.46 30 $75,556

July  193,166,525 0.47 31 $77,469

August 177,876,798 0.49 31 $74,751

September 193,686,864 0.55 30 $76,173

Total Interest that could be Earned Under Passive Management $673,871

Add:  Interest Earned in C.D.: 15,000,000 0.27 1 year $40,500

           Interest Earned in T‐Bills: 10,000,000 0.23 6 months $11,500

10,000,000 0.37 6 months $18,500

Total From Passive Portfolio Management $744,371

Total Net Investment Income Actually Earned Under Active Management (2) $1,602,704

Income Differential derived from Active Management $858,333

Represents approximately an advantage of: 44      basis points

(1) Source for average government pool rate of return is Texpool. Source for rate quotes on 1 year CD’s is Historic Bank Rate Data. Source

for Treasury bill rates is the Federal Reserve Bank Statistical Releases.

(2) This figure represents interest revenues net of gains and losses on sales, and investment expenses such as salaries, computer charges,

and supplies amounting to $106,851.

INTEREST 

EARNINGS

COMPARISONS OF ACTIVE VS. PASSIVE PORTFOLIO MANAGEMENT

Certificate of Deposit and Money Market Government Pools Passive Strategy

Fourth Quarter Ended September 30, 2016

This example of a passive strategy considers the purchase of a certificate of deposit with a one‐year maturity

for money the City will have in reserves, invest another pool of funds in six‐month treasury bills representing

money that may not be spent all at once, such as bond proceeds, and the rest of the funds will be invested in a 

liquid money market type fund managed by outside managers.  

The example below shows the difference in earnings that might have occured for the fiscal year in the

Consolidated portfolio if the  passive stategy explained above had been adopted:

Assumptions:    $15,000,000 Fund Balance Reserves Invested in One‐Year C.D. at 0.27%

                          $10,000,000 Invested in Six‐Month T‐Bills at 0.23% for First Six Months

                          $10,000,000 Invested in Six‐Month T‐Bills at  0.37% for Second Six Months

                          Balance of Funds Remaining Invested in Money Market Government Pool  

11



September 30, 2016

                   Book Value $189,895,038                    Book Value $221,788,397
                   Market Value $189,913,917                    Market Value $221,913,503
                   Market Value vs Book Value 100.01%                    Market Value vs Book Value 100.06%

1.41                                                        Years 1.24                                                     Years

Gross Yield - Consolidated Portfolio: 0.84% Gross Yield - Consolidated Portfolio: 0.75%
Benchmark Average: 1 & 2 Year T-Note: 0.59% Benchmark Average: 1 & 2 Year T-Note: 0.56%

Investment Earnings - Consolidated: $562,092.43 Investment Earnings - Consolidated: $434,297.30

Portfolio Diversification by Issuer - All Portfolios

Weighted Average Maturity - All Portfolios

CONSOLIDATED PORTFOLIO YIELDS & EARNINGS

Book Value - Market Value - All Portfolios

Portfolio Diversification by Investment Type - All Portfolios

CITY OF CARROLLTON
Quarterly Investment Report - Executive Summary

June 30, 2016September 30, 2016

Fourth Quarter Ended

Cash & 
Gov't Pool, 

16.53%

Coupon 
Agencies, 
81.38%

Discount 
Agencies, 

2.09%

Cash & 
Gov't Pool, 

19.17%

Coupon 
Agencies, 
74.54%

Discount 
Agencies, 

6.29%

3.02%

8.28%

5.23%

33.76%

31.87%

2.09%

1.12%

7.26%

7.37%

FROST BANK

LOGIC POOL

TEX POOL

FHLB

FFCB

FICO

TVA

FNMA

FHLMC

2.65%

7.57%

8.95%

35.00%

30.91%

1.78%

0.97%

5.41%

6.76%

FROST BANK

LOGIC POOL

TEX POOL

FHLB

FFCB

FICO

TVA

FNMA

FHLMC

0%

5%

10%

15%

20%

25%

30%

35%

0 - 90
Days

91 - 180
Days

181 Days
- 1 Year

1 - 2
Years

2 - 3
Years

3 - 5
Years

0%

5%

10%

15%

20%

25%

30%

35%

0 - 90
Days

91 - 80
Days

181 Days -
1 Year

1 - 2
Years

2 - 3
Years

3 - 5
Years

12



September 30, 2016
ECONOMIC SUMMARY AND INVESTMENT STRATEGY

Fourth Quarter Ended

The U.S. Economy This Quarter
The October Federal Reserve’s “Beige Book” reported a modest or moderate pace of economic expansion
from August to early October. The labor market conditions tightened in September, showing a slight
increase in the unemployment rate with a modest growth in payrolls and wage growth. Manufacturing
industry reports were mixed across all Districts. Growth in transportation, manufacturing and fabricated
metals was a common trend in all districts, while the strong dollar held back exports and manufacturing of
goods and steel. Most regions reported an increase in retail sales and nonfinancial services and a decrease
in transportation.

Real Gross Domestic Product (GDP) for the second quarter of 2016 was adjusted to 1.4 percent on the
Bureau of Economic Analysis “third” estimate; up from the 0.8 percent annualized growth of the prior
quarter, and higher than the prior estimate of 1.1 percent growth. The upward revision for the second
quarter reflects a rise in consumer spending, nonresidential fixed investment and exports; offset by a
decrease in business investment, state and local government spending, residential fixed investment, and an
increase in imports.

The Conference Board Leading Economic Index (LEI) for the U.S. increased 0.2 percent in September
following a 0.2 percent decline in August, and a 0.5 percent increase in July. The increase in this index
indicates that the economy should continue expanding at a moderate pace through 2017. The main
components uplifting the index were housing permits, unemployment insurance claims and the interest
rate spread.

The unemployment rate increased in September 2016 to 5.0 percent from 4.90 percent in June. This
increase resulted from individuals coming back into the labor force that had looked for a job in the prior
twelve months, but have not searched for a job in the last four weeks. Despite the increase in the
unemployment rate, the raise in payroll employment of 156,000 jobs and wage growth of 2.6% point to
strengthening labor markets.

The National Association of Realtors reported an increase on existing home sales of 3.2 percent to an
annual rate of 5.47 million in September from the 5.30 million in August. September’s annual rate is the
highest pace since June’s rate of 5.57 million, and 0.6 percent above September 2015 at 5.44 million.

The yield curve during this quarter continued to flatten with yields on short‐term maturities rising more
than those in the intermediate to long‐term end of the spectrum. Yield changes during the third quarter
were determined by investors’ speculations on FOMC raising short‐term rates, a moderate improvement on
domestic economic data, and investor demand for intermediate and long term of Treasury securities
resulting from negative yields in Europe and Asia. The yield on the 10‐year U.S. Treasury at the end of
September decreased to 1.63 percent from 1.64 percent at the end of June. The 3‐month T‐bill yield
increased from 0.27 percent in June to 0.29 percent in September. The yield on the 2‐year Treasury note
rose from 0.73 percent in June to 0.77 percent in September.

The DFW Economy This Quarter
The Dallas – Fort Worth economy continued to grow in August. The Dallas Business‐Cycle index that
measures economic growth increased 6.2 percent in August, while the Fort Worth index increased 2.4
percent. Fort Worth's slower growth is a result of its higher dependence on the energy and manufacturing
sectors.

Dallas‐ Fort Worth employment grew 4.1 percent in August, outperforming Texas and the U.S. growth
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during the month. The unemployment rate in August was 4.6 in Dallas and 3.7 percent in Fort Worth
compared to the 4.7 percent in Texas and 4.9 in the U.S.

The DFW housing market is tight as a result of an increase in prices and low inventory. Prices were up year‐
over‐year 10.3 percent in Dallas and 9.4 percent in Fort Worth, compared to 7.0 in Texas and 5.6 percent in
the Nation. This continued price appreciation has reduced housing affordability in the state and mainly in
the metroplex. House Opportunity Index in the second quarter fell from 55.9 to 50.9 percent in Dallas and
70.8 to 66.0 percent in Fort Worth.

Economic Outlook
The Federal Open Market Committee (FOMC) met in September reporting an increase on the economic
activity from the modest pace seen in the first half of 2016 and a strengthening of the labor market. The
FOMC indicated that “near‐term risks to the economic outlook appear roughly balanced. The Committee
decided to maintain the target range for the federal funds rate at 0.25 percent to 0.50. The FOMC affirmed
“that the case for an increase in the federal funds rate has strengthened but decided, for the time being, to
wait for further evidence of continued progress toward it objectives”. The Committee will assess future
gradual increases of the federal funds rate based on labor market conditions, indicator of inflation pressures
and expectations, and conditions of the financial and international markets.

Most economists expect the FOMC to raise interest rates at its December 13‐14 meeting. The possibility of
an increase in the November 1‐2 meeting is highly unlikely with the election just days after the meeting. A
Wall Street Journal survey found that 81.4 percent of economists expect an increase on interest rates in
December. Economists predicted on average that the Fed’s federal fund rate would rise to 0.6% by the end
of 2016, 1.13% by the end of 2017 and 1.75 % at the end of 2018. This translates to one quarter‐
percentage‐point increase this year, two in 2017, and two or three in 2018.

City of Carrollton’s Portfolio Performance This Quarter
At the end of the third quarter, the three‐month T‐Bill was yielding 0.29 percent and the 10‐year Treasury
was yielding 1.63 percent, representing a spread of 134 basis points. This spread decreased 3 basis points
from last quarter’s 137 basis point spread. The Consolidated portfolio had an overall yield of 0.84 percent
gross and 0.64 percent net of investment expenses at the end of the quarter. These yields reflect an
increase of .09 percent from the previous quarter. The yield of Carrollton's Consolidated portfolio was
performing at 25 basis points higher than the one‐year and two years rolling average yield of Treasury
Notes.

The weighted average maturity (WAM) of all the portfolios at quarter end was 1.41 years, up from 1.24
years at the end of last quarter. The City’s portfolio currently has a short term duration (refer to graph #3 of
the Executive Summary) with about 40 percent of the portfolio, including a government pool and callable
coupon agencies bonds, under one year, 32 percent from one year to two years, and 28 percent from two
years to three years. The City’s portfolios are diversified at quarter‐end being in various types of
government coupon agencies at 81.38 percent, discount agencies at 2.09 percent, and government pools
and bank accounts at 16.53 percent of the total portfolio. All of the current City investments have good
secondary markets and can be sold at any time should the need arise.

The book value of all combined portfolios at the end of the quarter was $189,895,038 and the market value
was $189,913,917. The difference represents an unrealized gained of $18,879 (100.01% of book value for
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 portfolios are contained in this investment report.
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July August September
2016 2016 2016

Real Gross Domestic Product(1) 0.0% 0.0% 0.0%

Total Unemployment Rate(2) 4.9% 4.9% 5.0%

Personal Income(1) 0.4% 0.2% N/A

Leading Economic Indicators(3) 0.5% -0.2% 0.2%

Producer Price Index -PPI (All Items)(5) -0.4% 0.0% 0.3%

Consumer Price Index -CPI (All Items)(5) 0.0% 0.2% 0.3%

Existing Home Sales(7) 5,380,000 5,300,000 5,470,000

Housing Inventory(7) 4.70 4.60 4.50

New Residential Sales(6) 659,000 609,000 N/A

Construction Spending (Millions)(6) $1,150,638 $1,142,152 N/A

Retail Sales & Food Services Adjusted 
(Millions)(6) $457,849 $456,976 $459,821

Manufacturing New Orders Index(4) 56.9 49.1 55.1

Industrial Production(8) 0.5% -0.5% 0.1%

Manufacturer and Trade Inventories - 
Total Business (6) 1,813,191 1,816,907 N/A

Durable Goods (New Orders)(6) 3.6% 0.1% N/A

Sources:

(1) www.bea.gov/newsreleases/

(2) www.bls.gov/cps/

(3) www.conference-board.org/

(4) www.instituteforsupplymanagement.org/

(5) www.bls.gov/ppi/

(6) https://www.census.gov

(7)  http://www.realtor.org/topics/existing-home-sales

(8)http://www.federalreserve.gov/Releases/g17/current/default.htm

INDICATORS

INDICATORS OF ECONOMIC ACTIVITY
Fourth Quarter Ended September 30, 2016

15



July August September September
2016 2016 2016 2015

T-Bills(1)
3 Months 0.30% 0.30% 0.29% 0.02%
6 Months 0.40% 0.45% 0.47% 0.80%

T-Notes(1)
1 Year 0.51% 0.57% 0.59% 0.37%
2 Years 0.67% 0.74% 0.77% 0.71%
3 Years 0.79% 0.85% 0.90% 1.01%
5 Years 1.07% 1.13% 1.18% 1.49%
10 Years 1.50% 1.56% 1.63% 2.17%
20 Years 1.82% 1.89% 2.02% 2.62%

Gov't Pool(2)
Texpool 0.37% 0.37% 0.40% 0.09%
Logic 0.57% 0.64% 0.71% 0.14%

Comm. Paper(3)
30 Days 0.35% 0.37% 0.40% 0.13%
60 Days 0.40% 0.43% 0.46% 0.17%
90 Days 0.46% 0.50% 0.53% 0.22%

Fed. Funds Target Rate 0.25-0.50 0.25-0.50 0.25-0.50 0.00-0.25

Prime Rate(4) 3.50% 3.50% 3.50% 3.25%

DJIA(5) 18,432.24 18,400.88 18,308.15 16,284.70

20-Bond Buyer GO Index(6) 2.85% 2.84% 3.06% 3.78%

Municipal Bonds Bloomberg Index (8)
2 Years 0.54% 0.55% 0.81% 0.45%
5 Years 0.88% 0.89% 1.05% 1.13%
10 Years 1.45% 1.43% 1.52% 1.74%
20 Years 0.00% 0.00% 0.00% 3.01%
30 Years 2.18% 2.15% 2.29% 0.00%

Benchmarks (7)
3-Month Treasury Bill 0.21% 0.23% 0.25% 0.03%
6-Month Treasury Bill 0.43% 0.44% 0.42% 0.16%
1-Year Treasury Note 0.52% 0.53% 0.55% 0.24%
2-Year Treasury Note 0.81% 0.81% 0.81% 0.61%
3-Year Treasury Note 1.02% 1.01% 1.00% 0.98%
1- 2  Year Average T. Note 0.66% 0.67% 0.68% 0.43%

Sources:

(1) http://www.federalreserve.gov/releases/h15/data.htm  TREASURY CONSTANT MATURITIES - NOMINAL

(2) http://www.texpool.com/TexPool/index_frames.jsp - MONTHLY HISTORY

(3) http://www.federalreserve.gov/releases/h15/data.htm  Commercial Paper Non Financial

(4) http://www.federalreserve.gov/releases/h15/data.htm  BANK PRIME LOAN

(5) http://quotes.wsj.com/DJIA/index-historical-prices - LOW - MONTH END

(6) http://www.bondbuyer.com/marketstatistics/search_bbi.html?details=true

(7) Benchmark is calculated as a rolling average annualized yields and were not weighted by the actual portfolio balances.

(8) http://www.bloomberg.com/markets/rates-bonds/government-bonds/us

COMPARISON OF MARKET RATES,  INDICES & BENCHMARKS
Fourth Quarter Ended September 30, 2016

INVESTMENT TYPE
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CITY OF CARROLLTON
PORTFOLIO DEFINITIONS

Consolidated Portfolio - consists of monies from all financial resources, including bond issues
proceeds, traditionally associated with government except for those required to be accounted for
in a separate portfolio.

Police Confiscated Portfolio - consists of monies obtained through forfeiture provisions under
federal and state drug laws. These monies may only be used for law enforcement activities related
to the criminal activity for which they were seized.

Combined Portfolio - Summary of all the separate portfolios which the City manages.
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AMOUNT PERCENTAGE

 Coastal Securities 57,815,000$            33.70%

 InCapital, LLC 30,500,000 17.78%

 Mutual Securities 65,265,000 38.04%

 UBS Financial Services 18,000,000 10.49%

 Total Purchases 171,580,000$          100.00%

ORIGINAL PAR VALUEBROKER / DEALER

PURCHASES  BY DEALER

PURCHASES BY DEALER

According to Section 2256.025 of the Public Funds Investment Act, the governing body of an
entity subject to this subchapter or the designated investment committee of the entity shall at least
annually, review, revise, and adopt a list of qualified brokers that are authorized to engage in
investment transactions with the entity. The following report of purchases by dealer represents an
approved list of all the broker/dealers with whom the city engaged in investment transactions
during the period being reported.

From October 1, 2015 to September 30, 2016

Coastal 
Securities, 

33.70%

InCapital, LLC, 

Mutual 
Securities, 

38.04%

UBS Financial 
Services, 
10.49%
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