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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 Carroliton 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 second quarter ended March 31, 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 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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Cy’nt;};ja Frankland, Management Analyst
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City of Carrollton
Quarterly Investment Report - Executive Summary -
‘Six Months Ending March 31, 2013

December 31, 2012

1. Book Value - All Portfolios $155,972,897
Market Value - All Portfolios $156,018,610
(100.03% of book)

200

o
oo
<

Milliens ($)
= =
S 5

_—
o]
<

o

T ——
@Book Value |

g

S
=

2. Portfolio Diversification - All Portfolios

Cpn. Treasuries,

3.85%
Cpn. Agencies,
62.83%

Govt. Pool,
30.72%

Taxable
Municipal
Bonds, 2.60%

3. Weighted Average Maturity - Consolidated
1.46 years Portfolio
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4. Gross Yield-Consolidated Portfolio
Benchmark Avg. of 1yr T-Notes

5. Investment Earnings Consolidated $122,977

March 31. 2013

1. Book Value - All Portfolios $184,011,576
Market Value - All Portfolios $184,040,689
(100.02% of book)

200 -

&~ oo
g Z

Millions ($)

o+
<

120

< I 8 Book Value 1
f O Market Value

2. Portfolio Diversification - All Portfolios

Taxable

Municipal Govt. P:)gx,
Bonds, 1.11% 26.08%
\ Cpn. Treasuries,
\ 10.87%
Disc. Agencies,
1.09%
Cpn. Agencies,

60.85%

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
For the Period Ending March 31, 2013

INVESTMENT TYPE Jan. 2013 Feb. 2013 Mar. 2013 Mar. 2012
T-Bills
3 Months 0.07% 0.10% 0.09% 0.08%
6 Months 0.11% 0.12% 0.11% 0.14%
T-Notes
1 Year 0.14% 0.153% 0.14% 0.19%
2 Years 0.27% 0.27% 0.26% 0.34%
5 Years 0.81% 0.85% 0.82% 1.02%
20 Year 2.68% 2.78% 2.78% 2.94%
Gov't Pool
Texpool 0.05% 0.09% 0.09% 0.10%
TexStar 0.07% 0.09% 0.09% 0.10%

Comm. Paper

30 Days 0.12% 0.12% 0.10% 0.05%
60 Days 0.13% 0.14% 0.13% 0.13%
90 Days 0.16% 0.17% 0.15% 0.14%

Certificates of Deposit

30 Days 0.18% 0.18% 0.17% 0.17%

90 Days 0.23% 0.22% 0.21% 0.19%

180 Days 0.29% 0.28% 0.27% 0.20%
Fed. Funds Target Rate 0.00-0.25% 0.00-0.25% 0.00-0.25% 0.00-0.25%
Prime Rate 3.25% 3.25% 3.25% 3.25%
DJIA 13,860.58 14,054.49 14,578.69 13,212.04

Bond Buyer Index 3.60% 3.72% 3.96% 391%



COMPARISON OF MARKET RATES AND INDICES
For the Period Ending March 31, 2013

(continued)
GENERAL OBLIGATION
Municipal Bonds AAA AA A
1 Year 0.25% 0.30% 0.35%
5 Years 0.85% 0.95% 1.05%
10 Years 1.90% 2.05% 2.20%
20 Years 2.75% 2.90% 3.10%

WW & SS REVENUE

Municipal Bonds AAA AA A
1 Year 0.25% 0.30% 0.35%
5 Years 0.90% 1.00% 1.10%
10 Years 2.00% 2.15% 2.30%

20 Years 2.90% 3.05% 3.25%



ECONOMIC SUMMARY AND INVESTMENT STRATEGY
For the Quarter Ending March 31, 2013

Fed Chairman Bernanke’s testimony to the Joint Economic Committec of Congress on April 30 and
May | was balanced, but strongly suggested that monetary policy is unlikely to be tightened
anytime soon. In his testimony, Bernanke also lectured congress on fiscal policy. Additionally, the
federal debt ceiling went back into effect, but it’s not expected to be binding until sometime after
Labor Day.

“Participants touched on the conditions under which it might be 52;};35’0;?&‘1’&5@ to change the pace of
asset purchases. Most observed that the outlook for the labor market had shown progress since the
program was started in September, but many of these participants indicated that continued
progress, more confidence in the outlook, or diminished downside risks would be required before
slowing the pace of purchases would become appropriate. A number of participants expressed
willingness to adjust the flow of purchases downward as early as the June meeting if the economic
information received by that time showed evidence of sufficiently strong and sustained growth;
however, views differed about what evidence would be necessary and the likelihood of that outcome
. Most participants emphasized that it was important for the Committee to be prepared to adjust
the pace of its purchases up or down as needed to align the degree of policy accommodation with
changes in the outlook for the labor market and inflation as well as the extent of progress toward
the Committee's economic objectives...” FOMC Minutes (April 30 — May 1)

The QE3 differs from QE1 and QE2, in that the earlier programs were of fixed length. QE3 is open
ended. Importantly, 1it's the total amount of securities purchased that matters, not the monthly pace.
There was no significant increase in long-term interest rates when QE1 and QE2 ended. Similarly
the tinancial markets behavior indicates that it is unlikely to be much of an increase when QE3
ends. However everyone in the financial markets is feeling the uncertainty about when QE3 will
end. The FOMC meeting minutes showed that FOMC members “agreed on the need to
communicate clearly that the pace and ultimate size of its asset purchases would depend on the
Committee's continued assessment of the outlook for the labor market and inflation in addition to its
Judgments regarding the efficacy and costs of additional purchases and the extent of progress
toward its economic objectives.” To highlight its willingness to adjust the flow of purchases in light
of incoming information, the FOMC included language in the policy statement that said it was
“prepared to increase or reduce the pace of its purchases to maintain appropriate policy
accommodation as the outlook for the labor market or inflation changes.”

The federal debt ceiling went back into effect on May 19. Recall that the debt ceiling was breached
on December 31, but as part of the fiscal cliff deal, the debt ceiling was waved until February 15,
and that was then extended to May 18 to give the new Congress more time to work on a budget
deal. Through special measures, and as a consequence of an improved trend in tax receipts and a
£60 billion payment from Fannie Mae coming on June 28, Treasury is expected to be able to fund
the government through Labor Day.

Consumer confidence rose to its highest level since the recession ended four vears ago. The 7.2
point jump in the measure was driven primarily by consumer’s improved expectations of future
economic conditions. Recent declines in consumer prices along with stronger stock market returns
and continued modest job growth have helped bolster confidence. Personal income data for April
showed that consumers are not nec »éﬁéa struggling as income growth was flat for the month and
real disposable income edged higher on slower ;;%r%:z‘ inflation. Personal spending declined for
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the month of February following a ;zz@z;%@sz rise ot 0.1 percent in March.



Long-term interest rates have risen recently. Bond yields are not rising because of inflation fears.
Inflation has been trending lower. Bond vields appear to have risen largely on the outlook for better
economic growth in the second half of the vear. Still, that outlock is very uncertain.

Housing market data continues to support the case for the current housing market recovery. The
Case-Shiller Home Price Index rose a better-than-expected 1.12 percent for March and February’s
index value was revised higher. Home prices, according fo the index, are now up 10.17 percent over
last year’s values. Also the number of pending home sales continued to climb in April, rising 13.9
percent on a year-over-year basis. While the monthly gain was less than expected, the overall trend
of continued sales volume growth remains. On a regional basis, pending home sales rose in the
Northeast (11.5 percent) and the Midwest (3.2 percent) but declined in the South (-1.1 percent) and
the West (-7.6 percent).

The economy added 165,000 jobs in April, beating market expectations and lifting markets after a
disappointing initial print for March payrolls. Previous months’ data were revised up by an
additional 114,000 jobs, as March’s first print of 88,000 jobs was revised higher to 138.000.
Historically, the pace of payroll growth has slowed in the spring and summer months. The
government sector continues to weigh on the headline number as budget sequestration is just
beginning to take effect. The unemployment rate has fallen each month of 2013 so far, led lower by
a declining labor force participation rate.

f‘xt quarter end, the three-month T-Bill was yielding .09% and the 20-year Treasury was vielding

2.78%, representing a spread of 222 basis points. This spread increased 47 basis points from last
quarter’s 222 basis point spread. The Consolidated portfolio had an overall yield of .41% gross and
.33% net of bank analysis fees and investment expenses at the end of the quarter. These vields
reflect a decrease ot .01 % and .0 % respectively, from the previous quarter. The weighted average
maturity (WAM) of the Consolidated portfolio at quarter end was 1.46 vyears, up from 1.34 years at
the end of last quarter. The yield of Carroliton's Consolidated portfolio was performing at .26 basis
points higher than the one-vear and two-vear average yield of Treasury Notes.

Treasury was able to invest $71 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 31% of the portfolio, including a government pool, under 90 days,
and 30% of the portfolio from 91 days to two years. 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 unde

these government agencies’ names.

The city’s portfolios are diversified, with the higher exposure being mn various types of government
agencies at 62%, and the government pool at 26%. The book value of all combined portfolios at
guarter end was $184,011,576 and the market value was $184,040,689. The difference represents an
unrealized gain of $29,113 (100.02% of the combined portfolios).

A detailed b &iéji}‘»%i of income earned, i;éfﬁéﬁg holdin market sector diversification, market
value, and book value by portfolio and asset type for %E if %\JZ portfolio are contained in this

investment z'ésgar?:.



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

Indicators of Economic Activity

p- projected

Jan. 2013 Feb. 2013 Mar. 2013
Personal Income -4.4% 1.2% 0.3%
_Total Unemployment Rate 79% 7.7% 7.6%
~Leading Economic Indicators 0.5% 04% -0.2%
Manufacturing New Orders 33.3% 57.8% 51.4%
PPI (All Items) 2025% 204.3%. 204.1%
Real Avg. Weekly Earnings $353.82 $353.05 $354.88p
CpI(All Items)y $230.28 $23217 - $232.77

Retail Sales (millions) 380949 379,466 418,226
Industrial Production 0% 7% 2%
Business Inventories 1,647,406 1,655,895 1,657,786
Durable Goods (New Orders) 215,068 228,834 215407




INVESTMENT EARNINGS AS OF THE SECOND QUARTER

OF FISCAL YEAR 2012-13

CONSOLIDATED PORTFOLIO

2ND QTR. YTD PRIORYTD
JANUARY | FEBRUARY MARCH TOTALS TOTALS TOTALS
INTEREST RECEIVED § 32,690 18% 13473918 73,299 240,728 1§ 339222 |§ 325,125
GAIN/LOSS - 1,013.10 1.896.72 2,909.82 2,909.82 159
INVESTMENT EXPENSES (10,781 (10,781) (10,781) (32,343) (64,686) (65,016)
SAFEKEEPING FEES - - - - - -
ARBITRAGE FEES - - - - - -
ACCRUED INT/AMORT. 19,926 (73,397) (4,556) (58,027) (1,201) 93,439
NET INV. INCOME EARNED $ 4183518 51357518 59,859 153268 | $§ 276245 | $ 353,707
SELECTED KEY INDIVIDUAL FUNDS
NET INVESTMENT EARNINGS
AS OF THE SECOND QUARTER
FY 2013 NET | FY 2012 NET
INVESTMENT|INVESTMENT
FUND FUND # EARNINGS EARNINGS
GENERAL FUND 1000 $ 62,8191 $ 64,738
DEBT SERVICE FUND 2600 7.586 8,788
HOTEL/MOTEL TAX 3020 442 1,178
JUV CASE MGMT FUND 230 3041 862 849
GENERAL FAC. - SPECIAL PROJ 4101 38,583 25,251
COURT TECH FUND 4103 200 200
GENERAL CAP IT PROJECT 4105 16,652
GENERAL CAP RR PROJECT 4107 2,153 2,656
LIBRARY - 2003 G.O. 4154 167 703
PUBLIC SAFETY FAC - 2005 G.O. 4155 2,597 5,376
IT CO 2006 CAP PROJECTS 4156 3,166
ANIMAL SHELTER 09 CAP PROJ 4157 595 945
CCS PARKING 2010GO 4158 266 392
URBAN DESIGN SPEC 4201 4,347 7.192
PARKS - PRO RATA 4310 1,332 1,468
PARKS CONSOLIDATED 4360 8,056 15,841
STREETS CONSOLIDATED 4460 45,277 61,950
DRAINAGE CONSOLIDATED 4560 4,958 17.614
TRAFFIC CONSOLIDATED 4660 3,839 4,999
TAX INCREMENT FINANCING 4760 328 371
WATER & SEWER OPERATIONS 5100 29.859 37,054
WATER & SEWER IMPACT FEES 5145 5,659 5,875
UTILITY CONSOLIDATED 5160 13,051 15,621
W&S FLEET REPLACEMENT 5190 2,705 3,241
GOLF COURSE OPERATING 5300 454 528
GOLF COURSE 20602 BOND ISSUE 5342 166 398
GOLF COURSE FLEET REPLACEMENT 5390 403 525
SANITATION OPERATIONS 5500 1,913 2,018
GENERAL FLEET REPLACEMENT 6190 6,899 8,950
RISK SERVICE 6200 6,890 8,831
ADMINISTRATION 6300 4,624 5010
EMPLOYEE HEALTH-HIGH 6500 18,739 24,563




INVESTMENT EARNINGS AS OF THE SECOND QUARTER

OF FISCAL YEAR 2012-2013

POLICE CONFISCATED
2ND QTR. YTD PRIOR YTD
JANUARY FEBRUARY MARCH TOTALS TOTALS TOTALS
INTEREST RECEIVED $ 1718 1413 1815 481 % 132 1% 167
GAIN/LOSS - - - - - -
INVESTMENT EXPENSES - - - - - -
FUND TRANSFER ADJ. - - - - - -
ACCRUED INT/AMORT. - - - - - -
NET INV. INCOME EARNEL § 1718 418 18185 481 8 13218 167
INDIVIDUAL FUNDS
NET INVESTMENT EARNINGS
AS OF THE SECOND QUARTER
FY 2013 NET | FY 2012 NET
INVESTMENT|INVESTMENT
FUND FUND # EARNINGS | EARNINGS
POLICE CONF. CASH STATE 3700 $20 (820)
POLICE CONF. CASH FED. 3710 - -
POLICE CONF. TREASURY 3711 20 29
POLICE CONF. FED. JUSTICE 3712 75 144
POLICE SEIZED FUNDS 3720 0 (13)
FIRE CONFISCATED CASH 3730 17 14
GRAND TOTAL $132 5154




ANNUALIZED PORTFOLIO YIELDS - GROSS AND NET
SECOND QUARTER ENDED MARCH 31, 2013

QUARTER ENDED
PORTFOLIO March 31, 2013 December 31, 2012

GROSS YIELDS (H
CONSOLIDATED 0.41% 0.42%
POLICE CONFISCATED 0.13% 0.16%

NET YIELDS (1

CONSOLIDATED 0.33% 0.33%
POLICE CONFISCATED 0.13% 0.16%

BENCHMARKS
3-MONTH TREASURY BILL 0.09% 0.09% )
6-MONTH TREASURY BILL 0.14% 0.13% )
[-YEAR TREASURY NOTE 0.17% 0.17% 2
2-YEAR TREASURY NOTE 0.27% 0.28% 2
3-YEAR TREASURY NOTE 0.38% 0.38% 2y

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 yields and were not weighted by the actual portfolio
balances.
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