Agenda Item #: —_—

Staff Report

City of Manhattan Beach

TO:  Members of the Finance Subeoinmittée

THROUGH: Bruce Mo, Finance Director

EEQQM: EIéﬁry»Mitznef, Controller
| Eden Serina, Budget Analyst

DATE: Jiine 19, 2012

SUBJECT: Investment Portfolio for May 2012

RECOMMENDATION: o o
Staff recommends that the Finance Subcommittes accepts a status feport on the City’s investment
portfolio as of May 31, 2012. 1

FISCAL IMPLICATION: _ | B -
?hér_é are no fiscal implications associated with thé recommended action: AS of May 31, 2012, the
City’s investment portfolio totaled $70.1 million (book value). ‘

DISCUSSION: »
Since the last update of the Febriary 2012 portfolio; the City’s investment portfolio kas increased
$9.0 million in book valié due to a $6.3 million increase in investneit i the Local Agency
Investment Fund (LAIF) and $2.7 million ifi aéWw investments. The net increase in LAIF is primarily
due to property and sales tax receipts and a redeemed security, 6ffset by fluctuations in nosmal
Opefating activities (warrant, payroll coverage, et¢.) and new investment purchases: 1

Activity

Purchases in the March 1 = May 31, 2012 timeframe are as follows:

Sécuriy ‘ Coupon:  Purchasé Date ©  Maturity Date Amount - . YIM
Certiticate of Peposit - 1:15% Coupon 1.150% 3/21/2012 3/21/2016 $245.000 1.150%
Fedeéral Farin Credit Bank (Callabk) 0.690% 57252012 16/30/2015 2,000,000 0.720%
Federal Farin Credit Bank (Callablke) 0.770% 5352012 2/1/2016 2,000,000 0.798%
Ceitificaie of Déposit = 1:16% Coupon 1.100% 5/30/2012 5302017 245,000 1.100%
Ceitificate of Deposit = 0.80% Coupon 0.800% 5312012 6/172015 245,000 0.8600%
Total Purchases (March 1 - May 31) o ___ $4,735,000 0:799%

hAv
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Redemptions in the March 1 = May 31, 2012 timeframe are as follows:. |

Security » ; Coupon CallDate  Matusity Date Amount YIM
Féderal National Morigagé Association (Called) 1.500% 5/9/2012 5/0/2016  $2,000,000 1.500%
Totai Matired/Called (March 1 = May 31) $2,000:000 1.500%

There has not been much change in interest rates since our last update, and they continue to rémain
flat at low levels: Non-callable govérninent investments are yielding less than 1.0% éven in the
five-year maturify fange; and the low inerest fate environment is proinpting callable securities to be
fedesined prior to their maturity date. Despite this challenge we are holding steadfast o our
laddering strategy of diversifying the maturities of the investments within thé portfolio so that
maturities line up with low cash inflow months, while énsuring a balanced portfolio: Along the
lines of that stratégy, two federal agency SeCurities were purchased. We are also continuing to invest
fore in Certificates of Deposits (CD) with their more attractive yields, limiting our individual CD
investimenit to under the $250,000 Federal Deposit Insurance Corporation insured amount. Thréeé
additional CDs were putchased in the Match to May timeframe: |

A§ 6f May 31, 2012, the LAIF balance of $40.1 million was above the City’s investment policy
limit of $40 million (but still below LAIF’s maximus account size of $50 million). However, with
no significant cash inflows in the next few months and upeoming investment putchases settling in
June and July, our LAIF investment Will decrease. At the time of writing this report, the current
LAIF balance is approximately $35 million.. |

We contifitie to actively monitor the market for additional investment opportunities.

Attachment: Investment Portfolio as of May 31, 2012
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