SUBMITTAL TO THE BOARD OF SUPERVISORS

ITEM
COUNTY OF RIVERSIDE, STATE OF CALIFORNIA

215
(ID # 6189)

MEETING DATE:
Tuesday, February 6, 2018

FROM : TREASURER-TAX COLLECTOR:

SUBJECT: TREASURER-TAX COLLECTOR: Receive and File the Treasurers Monthly

Disclosure Report on Investments dated December 2017.

RECOMMENDED MOTION: That the Board of Supervisors:

1. Receives and files the Treasurer's “Monthly Disclosure Report on Investments” dated
December 2017

ACTION: Consent

7
M’/
£ /Z/?/'))
Joh nggsténsen Treasurer-Tax Collector 1/23/2018

MINUTES OF THE BOARD OF SUPERVISORS

On motion of Supervisor Ashley, seconded by Supervisor Jeffries and.duly carried by
unanimous vote, IT WAS ORDERED that the above matter is received and filed as

recommended.

Ayes: Jeffries, Tavaglione, Washington, Perez and Ashley

Nays: None Kecia Harper-them

Absent: None Clerk@meo%

Date: February 6, 2018

XC: Treasurer Deputy
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SUBMITTAL TO THE BOARD OF SUPERVISORS COUNTY OF RIVERSIDE,
STATE OF CALIFORNIA

BACKGROUND:

Summary

The County Treasurer and Tax Collector’is submitting the above noted report to the County
Board of Supervisors in keeping with Section 53607 of the California Government Code, which
requires a quarterly report on the status of investments. The practice has been to provide the
Board with a monthly report. The report gives the various statistics on the portfolio as to overall
composition, liquidity structure, credit quality on the various securities, and provides several
trends on earning performance, average weighted maturity, and the portfolio’s “paper loss or
gain”.

cosT $ O $ 0 $0

$0

NET COUNTY COST $ 0 $ 0 $0

$0

SOURCE OF FUNDS: N/A Budget Adjustment:  No

For Fiscal Year: 2017/18

C.E.O. RECOMMENDATION: Approve

1/29/2018

Page 2 of 2 ID#6189 2.15




County of Riverside

Treasurer’'s Pooled Investment Fund

December !




Contents

2| Treasurer's Pooled Investment Fund

3| Economy

4| Market Data

6| Portfolio Data

8| Compliance Report

? | Month End Holdings

Hot air balloons over Lake Skinner in Temecula, Southwest Riverside County, CA. Digi
f T At AR LA

COUNTY OF RIVERSIDE TREASURER-TAX COLLECTOR 1




Quarterly Commentary

Before we begin our riveting economic
commentary | would like to point out that our
monthly report has a different look and feel
to it. We have changed the format some-
what to provide the reader with more clarity
and insight to the TPIF's financial position. We
hope you enjoy our report and would like any
feedback you may have on its contents be-
cause we aim to provide our depositors and
constifuents with the most relevant infor-
mation possible.

Low inflation has been a conundrum that
has baffled economists and market analysts
throughout much of 2017. Advanced econo-
mies throughout the world have displayed
moderate economic growth, escalating real
estate markets, rising debt levels, strong con-
sumer confidence, and tightening labor mar-
kets. In the past, such conditions have corre-
lated with higher inflation. A core tenet of
economics is the idea that the unemploy-
ment rate and inflation rate have an inverse
relationship. Despite employment gains aver-
aging greater than 170,000 new jobs per
month in 2017 and the unemployment rote
nearing four percent, core inflation has run
persistently below the Federal Reserve Bank
(FED) two percent target.

The FED raised the Funds Target rate three
times in 2017. After starting the year with a
rate of 0.75 percent, the Fed completed their

Treasurer’s Statement

“A Rising Tide Will Lift All Boats”

third 25 basis point increase of the year on
December 13, bringing the rate to 1.50 per-
cent. The three rate increases represent a
much . more aggressive tightening timeline
when compared to FED activity in 2015 and
2016, which only saw one rate increase each.
Markets reacted aggressively to the FED ac-
tivity, with treasury 2-year, 3-year, and 5-year
yields moving up approximately 60 basis
points in only the last four months of 2017

2017 has also been a busy year for political
activity -and natural disasters. Geopolitical
conflicts on the Korean Peninsulo, Middie
East, and Central Africa caused temporary
market shocks. Devastating earthquakes
struck central Mexico, hurricanes caused
damage across the Caribbean and in the US,
and California experienced several dozen
wildfires. The US incurred $306 billion in dam-
ages from notural disasters in 2017, making it
the most expensive year in recorded history.

The FED rate hikes, natural disasters, and
geopolitical events caused little harm to eco-
nomic growth as evidenced by strong new
home sales, GDP expansion, and jobs crea-
tion. The Dow Jones and NASDAQ reached
record highs in 2017, spurred in part by Presi-
dent Trump’s $1.5 trillion fax reform. Econo-
mists believe that the tax reform will provide
a modest lift to GDP growth in coming years.
Recent higher prints in the Producer Price

The Treasurer's Pooled Investment Fund is comprised of contributions from the county, schools,

special districts, and other discretionary depositors throughout the County of Riverside. The

primary objective of the treasurer shall be to safeguard the principal of the funds under the

treasurer's control, meet the liquidity needs of the depositor, and to maximize a return on the

funds within the given parameters.

The Treasurer-Tax Collector and the Capital Markets team are committed to maintaining

the highest credit rafings. The Treasurer's Pooled Investment Fund is cumently rated AAA-bf by
Moody’s Investor Service and AAA/V1 by Fitch Ratings, two of the nation's most frusted bond

credit rating services.

Since its inception, the Treasurer's Pooled Investment Fund has been in full compliance

with the Treasurer's Statement of Investment
Government Code 53646.

Policy, which is more restrictive than California

6-Month Pool Performance

Month End Market
Value (§)*

index, crude oil prices, and some industrial
commodity prices may point towards infla-
tion moving higher. FED Chair Yellen was busy
in 2017 and industry analysts expect much of
the same from her successor, Jerome Powell,
when he assumes office in February of 2018.

Powell will inherit a US economy with more
going for it than against it. With jobs being
added, commodity prices rising, and the
stimulus of the newly unveiled tax plan, con-
sensus forecasts estimate that Powell will raise
rates three more times in 2018.

The TPIF will benefit from improved eco-
nomic conditions, as we know a rising fide will
lift all boats both large and small. Our deposi-
tors will see increased interest earnings in the
coming year. This is always welcome news as
the County can use all the help it can get to
shore up its budget. We will continue to deliv-
er on our investment objectives of safety of
principal, to meet the liquidity needs of our
depositors, and fo earn a reasonable rate of
retumn on our funds.

Jon Christensen
Treasurer-Tax Collector

Capital Markets Team

Jon Christensen
Treasurer-Tax Collector

Giovane Pizano
Chief Investment Manager

Steve Faeth
Sr. Investment Manager

Isela Licea
Assistant Investment Manager

Jake Nieto
Intern

17-Nov 6.308,195,449.12
17-Oct 6,255,513,634.27
17-Sep 6,238,559,720.97
17-Avg 6.355,419,645.31
17-Jul 6,452,047,376.04

*Market volues do not include accrued interest.

Riverside County Court House, Downtown Riverside. Digital Image. Spectra Company. hitp://spectracompany.com/riversidecountycourthiouse.

Month End Book Paper Gain Paper Gain or Book Yield
Value (S) or’ioss ) Loss (%) (%) WAM (Yrs)
6,327,879.337.38 {19,683,888.26) -0.31% 1.32 1.20
6,269,409,129.71 (13.895,495.44) -0.22% 1.27 1.22
6,249,458,901.54 {10,899,180.57) -0.17% 1.25 1.23
6,360,184,247.55 (4.764,602.24) 0.07% 1.23 1.23
6,460,673,961.40 (8.626,585.36) -0.13% 1.18 1.20
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Economy

National Economy

Economic indicators point to moderate, broad based
growth throughout the entire economy.

® In November, the US boasted its 85t consecutive month of
job growth and several economists. insist that there is still

slack in the labor market. [Bloomberg.com; 12/19/17]

® The mdjority of manufacturing sectors displayed strong
growth in December. The computer. elecironic products,

and machinery industries performed best.

[instituteforsuoplymanagement.org; 01/03/2018]

CPI (Y/Y)

State Economy

State economic growth slowed down in 2017, but growth

is still positive overall.

* Job growth persists statewide and locally. From October to
November California added more than 47,000 jobs while
Riverside County's unemployment rate fell 0.7pp.

* The Thomas fire has costed more than $205 million to fight
and damages fo Ventura County agriculture expected to
be “significant”. The fire is 92 percent contained as of Janu-
ary 3. [Fox News; 1/03/18, Huffingion Post; 12/14/18]

Unemployment Rate
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Key Economic Indicators

Release Date

Datar FRED and BEA.

Indicator

2017 |

*R3 data not available for California.

Actual Consensus Difference

12/21/2017 Real Gross Domestic Product - Q/Q Change 3.2% 3.3% -0.1%
12/08/2017 Unemployment Rate - Seasonally Adjusted 41% 4.1% 0.0%
12/08/2017 Non-Farm Payrolls - M/M Change 228,000 190,000 38,000
12/13/2017 CPl-Y/Y Change 22% 2.2% 0.0%
12/13/2017 CPI Ex Food and Energy - Y/Y Change 1.7% 1.8% 0.1%
12/05/2017 ISM Non-Manufacturing index 57.4 59.0 -1.6
12/20/2017 Existing Home Sales - Y/Y Change 3.8% - -
12/04/2017 Factory Orders - M/M Change -0.1% -0.4% 0.3%
12/22/2017 Durable Goods Orders - M/M Change 1.3% 2.0% -0.7%
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FOMC Meeting 12/13/2017

» The FOMC stated that, "Near-term risks to the economic outlook appear roughly balanced”.
* The Federal Reserve raised the Fed Funds Target Rate to 1.25—1.50%, effective as of 12/14/2017.

* The inflation rate is running “somewhat below” its goal of two percent on a 12-month basis. However, the FOMC ex-
pects inflation to reach its target “over the medium term”.

¢ The next FOMC meeting is scheduled for January 31st, 2018.

Fed Funds Target Rate (Upper Limit)

1.75%

1.50%

1.25%

1.00%

0.75%

0.50% '

US Treasury Curve

3.00 e
wmgumee | 1/30/2017 = et 12/29/2017 i i 4
2.50 :
2.00
1.50
1.00
0.50
0.00
0 5 10 15 20 25 30
Treasury Curve Differentials 10 Yr
12/29/2017 - 11/30/2017 0.2 0.09 .14 0.1 0.08 0.06 -0.02 -0.09
12/29/2017 1.39 1.53 1.76 1.89 1.98 2.2 2.4 2.74

11/30/2017 1.27 1.44 1.62 1.78 1.9 2.14 2.42 ’ 2.83

The US Treasury Curve and its forecasted values are subject to frequent change and will be updated monthly with each
issued TPIF report.
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Market Data cont’'d

Commodities
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* Cash values fisted on this page are in US dollars and are based on the final business day of the month.
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The County of Riverside's Treasurer's Pooled Investment Fund is currently rated AAA-bf by Moody’s Investor Service and
AAA/V1 by Fitch Ratings.

Moody’s Asset Rating

Book MKT/Book % Book Yield

Ada 4,484557.86  99.51%  58.13% 1.40%

Aal 401,787.05 100.19%  521% 1.34%

Aa2 482,112.88  100.10% 6.25% 1.41% Al
Aa3 1,332,781.39  10007%  17.28% 1.39% 1%
Al 49,660.75 100.30%  0.64% 1.39% | A2
A2 4997142 10002%  0.65% 1.47% 1%
NR 91376430  99.99%  11.84% 1.38%

Totals: 7.714,635.66  99.74% 100.00%  1.39% '

Fitch Asset Rating

AAA 622,495.38  100.09% 8.07% 1.28% &
AA+ 421384954  99.48%  54.62% 1.41%

AA 406,947.90  100.16% 5.28% 1.39%

AA- 1,507,607.12  100.06%  19.54% 1.40%

A 49.971.42  100.02% 0.65% 1.47%

NR 91376430  99.99%  11.84% 1.38%

Totals: 7.714,635.66  99.74%  100.00% 1.39%

12-Month Projected Cash Flow

Required Actual '
Monthly Monthly Dis- Matured Investments Available to
Receipts bursements

01/2018

03/2018 1,200.00 1,000.00 ; _....20000
4622 1,00000 84622 104622
05/2018 12.13 ) (587.87) .. 45835
07/2018 300. (293.65)

1,100.00 _ (‘] 5000) e
1,125.00 25.00

14,494.96 14,695.84 (200.88 1,409.87 3,175.62 5,221.24 6,304.77
18.28% 67.68% 81.72%

Al values reported in miflfions ($1

Based on historic and current financial conditions within the County, the Pool is expected to maintain sufficient liquidity of

funds fo cover County expenses for the next twelve months.
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Portfolio Dat

Asset Maturity Distribution (Par Value)

2,500,000
2,000,000
1,500,000
1,000,000
10.74%
500,000 829,300.00

0-1 Mos

*Cash values are in thousands of dollars.

Asset Allocation
Assets Scheduled Book Scheduled Market Mki/ Sch Book Yield WAL (Yr) Mat (Yr)
TREAS 408,702.42 408,442.67 3% 2525

60000000 o 10000% 0 137%
04% 24

7.714,635.65

* For defails on the Pool’s composifion, see appendix pages 9 1o 13
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The Treasurer’s Institutional Money Market Index (TIMMI) is @ composite index of four AAA rated prime institutional money market funds.
Their aggregate yield is compared to the yield of the Treasurer's Pooled Investment Fund in the above graph.
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Compliance Status: Full Compliance

The Treasurer’s Pooled Investment Fund was in full compliance with the County of Riverside's Treasurer’s State-

ment of Investment Policy. The County’s Statement of Investment Policy is more restrictive than California Gov-

emment Code 53646. The County’s Investment Policy is reviewed annually by the County of Riverside's Over-
sight Committee and approved by the Board of Supervisors.

U.S. TREASURIES

FEDERAL AGENCIES

CERTIFICATE & TIME
DEPOSITS (NCD & TCD)

REVERSE REPOS

CALTRUST SHORT TERM
FUND

LOCAL AGENCY
INVESTMENT FUND (LAIF)

GOVERNMENT CODE

S5YEARS  NOLIMIT NA

5YEARS NO LIMIT

5 YEARS 30% NA

92 DAYS 20% NA

NA NA NA

NA NA NA

COUNTY INVESTMENT POLIC

5 YEARS

1 YEAR

60 DAYS

DAILY
LIQUIDITY

DAILY
LIQUIDITY

100%

25%

Combined

Al1/P1/F1

NA

NA

NA

! Money Market Mutual Funds maturity may be inferpreted as a weighted average maturity not exceeding 60 days.

20r must have an investment advisor with no fewer than 5 years experience and with assets under management of $500,000,000 USD.

5.30%

11.34%

0.00%

0.70%

0.00%

THIS COMPLETES THE REPORT REQUIREMENTS OF CALIFORNIA GOVERNMENT CODE 53646.
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