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REGIONAL TRANSPORTATION COMMISSION OF WASHOE COUNTY (RTC) 
INVESTMENT COMMITTEE MEETING 

Monday 2:00 p.m. July 30, 2018 

PRESENT: 

Stephanie Haddock, CGFM, RTC Director of Finance/CFO 
Lee G. Gibson, AICP, RTC Executive Director 

Jelena Williams, RTC Financial Manager 
Linda Merlin, Senior Accountant 

Izac Chyou, Senior Managing Consultant, PFM Asset Management LLC 

ABSENT: Ron Smith, Sparks City Councilman, RTC Chair 
Nelia Belen, RTC Accountant 

The RTC Investment Committee Meeting was held on July 30, 2018 at 2:00 p.m. in the Third Floor 
Conference Room, Suite 316, at the Regional Transportation Commission of Washoe County, 1105 
Terminal Way, Reno, Nevada and was called to order by Lee Gibson. The following business was 
conducted: 

ROLL CALL 

Present: Stephanie Haddock, Lee Gibson, Jelena Williams, Linda Merlin and Izac Chyou 

Absent: Chairman Ron Smith and Nelia Belen 

Item 1 APPROVAL OF AGENDA  

Lee Gibson: First order of business is approval of the Agenda.  Do we have a motion? 

Stephanie Haddock:  I move for approval of agenda. 

Lee Gibson: Second. 

Lee Gibson: All those in favor say Aye. 

Response:  Aye. 
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Item 2 PUBLIC INPUT  

Lee Gibson: Is there anyone from the public at this time who would like to speak? Seeing no one, we 
will close public input and move to Item 3, approval of the minutes. 

Item 3 APPROVAL OF MINUTES 

Stephanie Haddock:  Move to approve the minutes. 

Jelena Williams: Second. 

Lee Gibson: All those in favor? 

Response:  Aye. 

Item 4 DISCUSSION OF THE RTC DEBT SERVICE RESERVE INVESTMENT 
PERFORMANCE AND POSSIBLE APPROVAL OF A RECOMMENDATION  
TO BE PRESENTED TO THE RTC BOARD OF DIRECTORS 

Lee Gibson: Item 4, a discussion of the RTC Debt Service Reserve Investment Performance and 
possible approval of a recommendation to be presented to the RTC Board of Directors. 

Izac Chyou: Thank you for having me. You should have a copy of the presentation in front of you for 
the Quarter Ended June 30, 2018.  We first have the Market Update section. 

On Page 2, you’ll see the Economic Summary with four boxes. The GDP box shows the rolling average 
over the last four quarters at 2.8%, which is an increasing trend. This was put together before the 2nd 

Quarter GDP reading, which was just released last Friday, which came in at 4.1%. So a very strong 
GDP reading. The last time we were above 4% was in 2014 in Q2 and Q3. A lot of that positive 
impact to GDP is due to the momentum for the Tax Bill. 

Lee Gibson: It’s not due to advance purchases by foreign countries to get ahead of the tariffs? 

Izac Chyou: There is some of that, yes, absolutely. So, when we think about what happened with 
agriculture and corn, especially soy beans, we have seen China make significant purchases in the soy 
bean reserves to build stock moving into the potential tariff war. 

On the top right of Page 2 is Inflation Measures. You’ll see the taupe line, which is Core PCE.  PCE 
is the Personal Consumption Expenditures index, which is the Feds preferred measure of inflation.  
That is at the 2% Fed target. The Fed has said they are planning to allow inflation to essentially drift 
a little bit higher than 2%. The core inflation, as many of you might start feeling at the pump with gas 
and energy prices going up, that is above the 2%. The headline inflation, which is the Core CPI number 
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that includes some energy prices. The Core PCE, which is the bottom line, is what the Fed uses as a 
preferred measure of inflation, and that ends at the 2% target they are monitoring. Unemployment 
remains very very strong, despite the slight uptick this last quarter of about 4% in unemployment.  That 
uptick was due to folks entering the labor market that were previously sitting on the sidelines. So we 
saw the labor force participation rating increase and we’re still quite satisfied with 4%. 

Throughout this period, Consumer Confidence, as you can see on the bottom right, continues to climb.  
It is steadily moving upwards, meaning folks are confident in the economy and spending, and that 
drives growth. 

On Page 3, the 2-Year Treasury Yield has a few percentage increases that are highlighted. You’ll see 
on the far left, at the end of December 31, 2017, the 2-Year Treasury Yield was 1.89%. By March 31, 
2018, it increased quite a bit to 2.27%. By April 30, 2018, we saw another increase to 2.49%. Since 
that 2.49%, the 2-Year Treasury Yield has had a slight increase, but overall it’s been relatively flat.  
Most of the increase came earlier in that one month. That being said, when we look at the overall 
increase of 2-Year Treasury Yields, with 26 basis points since last quarter, the prior quarter had a 40 
basis point increase.  So a much smoother transition in yield increase this quarter. 

On Page 4 is the broader US Treasury Yield Curve going out 10 years. We go out 10 years to stay 
within the Nevada Revised Statutes (NRS). You’ll see 25 basis points for the 2-Year from this quarter 
to the last, and 38 basis points since the end of the 4th Quarter. So, roughly 65 basis points in growth 
of the yield for the 2-Year.   

You’ll notice on the longer end of this graph, there was only a 10-12 basis points increase in yield for 
the 10-Year quarter over quarter. Essentially, every time the Fed is raising rates, we see that move 
happen in the short end of the yield curve. So anything under the 2-Year and 3-Year is really seeing 
that benefit. The longer end of the yield curve, 10-Years and on, is actually not necessarily seeing 
much appreciation. The 10-Year did hit the 3% mark and then pulled back and started to make its 
climb, but then pulled back again. The long end of the yield curve is where we see future growth and 
inflation expectations happening. The reason why the 10-Year Treasury Yield Curve at 3% is 
significant, is because it’s a psychological hurtle that the market puts on future growth. So, once that 
10-Year hits the 3% mark, the market thinks that we are essentially heading into a slower cycle of the 
economy. 

On Page 5, just highlighting the portfolio does not invest in equities, but we wanted to highlight the 
volatility that has been happening this year. You’ll see January 2018 on the left. S&P closes at around 
2,600 and 2,700. You can see that from January to February, we saw a sharp increase in the S&P 500 
up to 7.5%.  Then a very very dramatic sharp reversal to -3.5% return of the S&P.  Overall, at the end 
of the quarter, we ended positive around 2.6%. We are seeing much more volatility in the equity 
markets. 2017’s equity market volatility was an anomaly, essentially with very very little to no 
volatility. We are expecting that the volatility that we see is likely going to persist until we see a 
sharper correction in the market. 
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With volatility in equities, we actually also see volatility in Corporate Bonds. You can see this on Page 
6, on the top left, where we show the 1-5 Year Corporate Spread.  That is the 1-5 Year Corporate Bond 
Index Yield vs. the US Treasury, so it is the spread between the two.  As this spread widens, you can 
see on the far right, it is being driven by some volatility and sell off in equity markets, some of the 
widening is also caused by the demand for Corporates which again drives yield changes. When yields 
go up, market values go down, so there are buying opportunities when we see spreads widen 
dramatically. However, we look at it cautiously in that spread widening for Corporates could mean 
cycle changes and we need to be more cautious of what we are looking at in the market. 

I talked about the relationship of the 2-Year and 10-Year briefly before, how the market is very focused 
on the short end of the yield curve, at the 2-Year, and then the longer end of the yield curve, at the 10-
Year, this is the chart on the right. That yield spread between  the  two  is the green area.  This  is  
historically a forward looking measurement, where if you see an inversion of the yield curve, which 
means you get paid less on a 10-Year than you do on a 2-Year. Typically, it’s the opposite, you get 
paid more to own a longer dated bond than a shorter dated bond.  When there is an inversion, and that 
happens, and the spread becomes zero or negative, that essentially means that the possibility of a 
recession is much closer at hand. It’s been essentially a very very strong indicator over the last several 
periods. However, when we look at it today, there are a lot of forces that are in play that are different 
than before. Again, the Feds artificially raising rates from essentially zero (0), that is causing a lot of 
upward push on the short end of the Yield Curve, so that’s driving the 2-Year up and anything under. 
On the long end of the yield curve, essentially where future growth and inflation would be, that’s those 
longer end dated bonds, the 10-Year, 20-Year and 30-Year, those bonds actually have the highest yields 
globally versus other government bond yields of similar tenors. So a lot of outside investment is 
investing money into our longer dated bonds as a safe haven, which is driving those yields down.  We 
still think this is a good measure, however, if there is an inversion that happens, it doesn’t necessarily 
mean that the recession will happen right away. It could be something more so where we have to see 
a larger decline in the inversion, so a sharper inversion point. So, instead of saying its zero (0), we 
have an inversion, at -10 basis points or more, before we’re going to see a correction. Maybe it’s at 
-30 basis points and then we see. 

Lee Gibson: What is the “why” between when you hit the inversion or recession? 

Izac Chyou: It depends, but typically when you start to see it go to zero (0), it’s probably a pretty good 
indicator that there is going to be a turn, and that we’ll continue to see downward pressure on the long 
end of the yield curve.  That means at that point, you’re probably already in a recession. 

Lee Gibson: It just strikes me as odd that you would be seeing this signal with high employment, and 
employment participation going in the direction that it’s going. 

Izac Chyou:  Exactly, which is why we think that there is likely still some further growth to see in the 
economy. We see strong labor numbers, we’re starting to see some inflation, however, that inflation 
is still low, and we are working to raise rates, that’s meant to slow things down on the inflationary 
front. Investors think there is a lot of inflation out there that’s not necessarily priced into these numbers. 
That is something they are concerned about, that we may see a bigger pop inflation, so they are 
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watching that. Outside of that, we do have the Tax Bill that’s causing some positive push. The housing 
market, we’ve started to see some softer data there, but the housing market still relatively strong despite 
the Fed raising rates and mortgages going up. 

Lee Gibson: What about all of this cash that’s just sitting on the sidelines? A person I have down in 
Southern Nevada is a former CFO for one of the big resorts.  He was saying there is just an unbelievable 
amount of cash and its growing and it’s just sitting there. Companies won’t invest it, they are just 
hoarding it. 

Izac Chyou:  Absolutely. 

Lee Gibson: How is that going to affect? 

Izac Chyou: So, that’s going to have a pretty meaningful impact right? So while this cash has been 
sitting on the sideline for quite a long time. 

Lee Gibson: It’s growing. 

Izac Chyou:  And it’s growing. 

Lee Gibson: Tax reform is growing that pile of cash. 

Izac Chyou: Companies have more cash on hand, and they are not necessarily investing that back into 
their company because they are concerned about future growth prospects. If growth prospects really 
are happening outside of the United States, but if the United States turns, those emerging markets will 
also turn as we’ve seen they are correlated. So, essentially they are all tied to the dollar strength. We’re 
seeing dollar strength happening now. That makes borrowing costs overseas much much harder. A 
lot of companies are keeping cash on hand. They are investing in short-term commercial paper, and 
other US Treasuries. We are seeing that impact onto the stock market. If that cash were to move and 
there are investors that think, “Ok, there is still a lot of money sitting on the side line, what if that could 
move into the equity markets further?”  If that could lead to further buybacks and dividend increase to 
shareholders, we could see further appreciation of the equity markets. However, there is starting to be 
a reversal out of equities into fixed income, which means as these yields go up, fixed income becomes 
more attractive. We typically see a cyclical shift out of equities into bonds during more volatile periods 
or possible uncertainty. We are starting to see that, so it’s possible that money in the side line could 
be used to invest in more bonds, but not necessarily invest back into future growth. The tax bill passing 
was  more of  an artificial  factor of  growth and necessarily wasn’t about innovation and population 
growth, and productivity which really drives GDP growth. 

Overall, you can see on Page 6, some of the metrics that we’re seeing.  So again, the GDP expectation 
actually came in with what the Atlanta Fed said, at 4.1%. Overall, we are seeing very very strong data 
coming in, and that strong data leads us to believe that we could be continued on this path of further 
growth, although the markets are going to be much more volatile. We’re not going to expect the returns 
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that we saw in 2017. However, because we’re seeing a lot more volatility, the possibility of us derailing 
future growth is quite possible, especially with what is happening with tariffs and possible trade wars. 

On Page 7, again as I talked about, you’re starting to see some pressures at the pump.  You can see 
gasoline and crude oil going up. These are both inflationary pressures. Gold, which is typically a 
hedge for uncertainty and is actually quite low and remains quite muted. If we saw Gold spike up, that 
could mean that folks were probably getting a little scared and looking to protect some of their capital.  
Copper is essentially an indicator of industrial growth. You can see that has been trading sideways, so 
overall, the trends since June 2016 is upward, but the trend over the last year has been more sideways 
to decreasing. So it’s possible we are seeing some softer growth prospects in the future, but the 
numbers today are showing more inflationary pressure. 

On Page 8, the Fed has indicated that they are planning to raise rates again. They are certain and 
confident in the numbers that we’re seeing in the economy and the inflationary numbers, which lead 
them to believe that they’ll continue raising rates. This is the Fed Dot Plot, which is  released after  
some of the meetings. You can see under 2018, there is a cluster of dots there with blue lines, which 
are averages, sticking out from there. What this is essentially saying is, each one of these dots is a 
voting member of the Fed, and they are voting where they think rates will be at the end of the year.  
Right now, the rate is at 1.75-2.0% for the Fed Funds target. You can see there are five clusters there 
that are voting. They think by the end of the year we should be around 2-2.25%. However, you can 
see a much larger cluster above them that thinks we should be at 2.5% by the end of the year, which 
means it’s very likely we should have two more rate hikes this year. My guess is if they do further rate 
hikes, we should expect rate hikes in September and December as we’ve seen in the past. 

The Fed also released their Economic Projections, which are also optimistic. They’ve actually 
increased the green, and that means that they’ve increased their  forecast.  You  can see real  GDP in  
June increased 2.8%, the unemployment rate dropping to 3.6%, inflation also increasing on both fronts 
and then again the Federal Funds rate increasing. Overall, we’re seeing some positive numbers, the 
GDP is strong and consumer spending is strong. There is starting to be some weak signals, but the 
weak signals are not necessarily as strong as the positive ones that we’re seeing.  Again, all of this is 
very fragile and can be derailed. Some of the things that can derail us are these trade discussions that 
we’ve been seeing. These are actually somewhat dated now, so a lot has happened since then, there is 
a lot more in the numbers.  When made this chart before the July 6th tariffs on China were expected at 
$50 billion on imports. I think the final number was around $34 billion. We do know that steel and 
aluminum tariffs were implemented, however things were constantly moving and changing with 
regards to pressures received from Canada and Mexico. We are much more linked in this global 
economy, and geopolitics globally are having effects on our markets, which we expect to continue to 
persist. We expect that we’ll see volatility possibly increase. Geopolitical pressures are happening 
with the Iran Nuclear discussions, and also see continued volatility surrounding any discussion with 
North Korea on their nuclear disarmament.   

As I pointed out earlier, again on the soybeans front, we are seeing prices being affected by this. We 
saw a positive jump in the soybeans numbers to GDP because China was building a stash in inventory 
of soybeans getting ready for the tariff and trade wars that were potentially on the horizon. Should we 
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continue to see more tariffs? It’s quite possible that we can likely see more volatility, and this again 
will impact corporate profits and could turn the market the other way. We are starting to see some of 
this feed into Auto data that’s being released, so it’s something we are carefully monitoring. 

Any questions? 

Lee Gibson: So Aircraft are targeted for a 25% tariff by China? 

Izac Chyou: Yep. Aircrafts will really impact the State of Washington. Washington makes a lot of 
engines for aircrafts. Obviously Detroit and part of the mid-west for motor vehicles, plastics and 
chemicals too, and interestingly I saw cereals at the bottom of the list. 

Stephanie Haddock:  I saw that too. 

Lee Gibson: Isn’t that the cereal grains like barley?  That’s not cereal that you eat for breakfast. 

Izac Chyou:  Yep, it’s everything that goes into the production line for many goods. 

Linda Merlin:  I did hear that the price of crude dropped $10 per barrel.  Based on my tracking for our 
diesel in June, it dropped 23 cents per gallon, from the beginning of the month to the end of June. I 
was thinking we’d probably see some downward fuel prices. 

Izac Chyou: If we see some continued pressure with Iran on instability there, that could affect oil 
prices and move things the opposite direction. These things can move quite a bit. Again, whatever 
happens with possible discussions on the nuclear front with Iran could definitely impact prices either 
positively or negatively. Then if prices go up, you get the inflationary pressure, and we expect all of 
that to feed down the supply chain to make things more expensive, prices and goods and services. 

Lee Gibson: China buys a lot of cars from us. 

Izac Chyou:  They do buy a lot of cars. 

Lee Gibson: Those soybean numbers just flabbergast me. We’re selling as many soybeans to China 
as we do airplanes. 

Izac Chyou:  Yep. 

Lee Gibson: Stop and think about that for a minute. I grew up in the south, so I can remember what 
the soybean fields look like. That’s a lot of soybeans! 

Izac Chyou:  I think there was a relief effort for some of the farmers, I think it was about $14 billion. 

Lee Gibson: $12 billion. 
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Izac Chyou: $12 billion, but the impact of the soybean market will be somewhere greater than $16 
billion, so there is still going to be an impact caused by the gap. The administration is trying to make 
deals with Europe to buy soybeans, but China is the major consumer, and also when you buy any 
processed foods, soybeans are pretty much there. 

Lee Gibson: I think soybeans also have a manufacturing function that can be used for different things 
that go into different products.  They’re not just all food products. 

Izac Chyou:  Yes, interesting, very interesting.  Maybe into plastics and such? 

Izac Chyou: So, it will be interesting to see how things turn out. Again, the key thing is that there is 
some positivity in the numbers, but again there are some artificial tailwinds that are pushing forward 
and some of that is going to roll off in 2019.  So, it’s possible we may see a cyclical change. 

With regards to the Investment Portfolio on Page 13, at the end of the quarter we managed roughly 
around $27 million. You can see that split between the various bond reserve portfolio’s with the Series 
2009 being the largest followed by the Series 2010. 2010EF in red was the allocation for the quarter 
on the following page. We just showed what the makeup was of the investments and that your portfolio 
was in compliance with the Investment Policy and with NRS. Again, roughly $27 million managed 
mostly in US Treasuries, Federal Agencies a small sliver there, and then commercial paper making up 
roughly about 20% of the portfolio. 

On Page 15, we show the yield of the portfolio versus the yield of the 1-Year US Treasury. You can 
see that they converged and then they diverged with the 1-Year US Treasury taking off at around 2.31% 
at the end of the quarter. The portfolio’s average yield ended at 1.45%, average 1.35% for the last 12 
months. That is an increase of around 15 basis points from the prior year, which had an average of 
1.2%. The reason why we’re seeing this sharp increase in the difference in yield is because every time 
the Fed raises rates, they are impacting the short end of the yield curve. So we’re seeing short end rates 
looking very attractive. The key thing to take away is this, as bonds mature and they can be reinvested, 
the portfolio will benefit from the higher yield environment. 

So, what did that translate into cash earnings over the quarter? That’s shown on the bottom right hand 
corner of Page 16, under the Accrual Basis column at $98,000 for the quarter. That is an increase from 
last quarter, and again we continue to think that as yields go up the portfolio will be positioned well to 
essentially capitalize on the rising interest rate. 

On Page 17, highlighting some of the key characteristics, again your portfolio is mostly US Treasuries 
with some allocation to commercial paper, roughly around 18%. We’ve seen a very nice spread of 
yields for commercial paper over US Treasuries, anywhere from around 20-30 basis points of yield.  
Overall, the average credit quality of the portfolio remains very strong at AA. The effective duration 
of the portfolio is actually quite short at 0.94 years. Duration is interest sensitivity measurement, which 
essentially means that your portfolio is not very very sensitive to rising interest rates and would only 
move around 1% if interest rates shifted by a percent in either direction. 
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Lee Gibson: Let me see if I’m reading Page 16 correct. $106,000 of market value basis portfolio 
earnings, that’s four one thousandth of a percent off the $26 million? 

Izac Chyou: Yep. So this includes some income earnings and market value changes. Some unrealized 
market value changes as well.  There are a large number of positions that are going to be maturing in 
August. I think when I looked, it was maybe around about 5-7% of the portfolio.  I will double check 
what will be maturing by the end of August. When those maturities happen, or we come closer to those 
maturities, the portfolio manager will be able to start see what else is out there and start to make 
purchases with securities that earn a higher yield. Again, we are in a much higher interest rate 
environment where maturities that are relatively short, under one year, given the rising  interest rate  
environment, do look attractive. 

Lastly on Page 18, just showing the issuers that are currently in the portfolio, are dominated by US 
Treasuries and then peppered in with some commercial paper. There is only one agency position, the 
Fannie Mae Agency issuance has been very very low. There is still a very strong demand for agencies.  
We have not seen a significant opportunity outside of new issuances coming to market to participate 
in agencies in the portfolio.  

With regards to corporate sector, again, I think we have some positive data. However, we’ve been 
more mindful in the commercial paper exposure and the portfolio.  Even though it’s very short, trying 
to buy companies that we think have good free cash flow and good structures in the near term that 
could possibly weather any volatility that happens.  Overall, because the Feds move rates on the short 
end of the yield curve, we do see that impact positively on the short end of the yield curve, so 
commercial paper, negotiable CDs, anything that is called the Money Market Security under 1-Year 
looks attractive, currently. 

Izac Chyou:  Any questions? 

Response:  No questions. 

Izac Chyou: The last section here are transactions for the quarter and holdings. Again, you can see 
that we bought a JP Morgan Commercial Paper with the market yield of 2.37%.  Fannie Mae, the new 
issue that we did purchase was at 2.6%, and then we did buy a Credit Agricole CIB Bank, Commercial 
Paper for 2.21%. 

When you look at the maturities of your portfolio, you’ll see you have around $2.5 million in US 
Treasuries maturing at the end of this month, tomorrow, which will be reinvested. Then, in the 
commercial paper space, there is actually another three positions that are going to be maturing in 
August. Again, around $2.4 million of maturities in commercial paper in August, which means that 
the portfolio manager will be able to reinvest those at those higher rates. 

Stephanie Haddock: Well thank you Izac. I move for approval and the recommendations for the future. 

Lee Gibson: Second. All those in favor? 
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Response: Aye. 

Lee Gibson: The motion carries. 

Item5 MEMBER ITEMS 

Lee Gibson: Member items. Does any member have an item they would like to bring forward? 

Response: None 

Item 6 PUBLIC INPUT 

Lee Gibson: Public Input, is there anyone from the public who would like to make a comment? 

Response: None. 

Item 7 ADJOURNMENT 

Lee Gibson: Do we have a motion for adjournment. 

Stephanie Haddock: Motion to adjourn. 

Jelena Williams: Second. 

Lee Gibson: All those in favor? 

Response: Aye. 

The meeting adjourned at 2:30 p.m. 

~ 
Director of Finance/CFO 
Regional Transportation Commission 
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For the Quarter Ended June 30, 2018 
WASHOE COUNTY RTC Market Update 

Economic Summary 

U.S. Real GDP Inflation Measures 
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For the Quarter Ended June 30, 2018 
WASHOE COUNTY RTC 

1.89% 

2.27% 

2.49% 

Market Update 

Treasury Yields Continue to Rise 

 The second quarter marked the ninth straight quarterly rise in the 2-year yield as the U.S. economy remained strong 
and the Federal Reserve continued on its path of quantitative tightening, raising the federal funds target rate by 25 
basis points at its June meeting. 

 The 2-year Treasury increased by 26 basis points to 2.53% in the second quarter. However, the majority of the 
yield increase came in April, as market uncertainty dampened the pace of yield increases during May and June. 
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For the Quarter Ended June 30, 2018 
WASHOE COUNTY RTC 

2Q2018 
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1Q2018 
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4Q2017 
12/31/17 

3 month 1.91% 1.70% 1.38% 

6 month 2.10% 1.91% 1.53% 

1 year 2.31% 2.08% 1.74% 

2 year 2.53% 2.27% 1.89% 

3 year 2.62% 2.38% 1.97% 

5 year 2.74% 2.56% 2.21% 

10 year 2.86% 2.74% 2.41% 

Market Update 

U.S. Treasury Curve 
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Market Update 

Market Volatility Drives Equities Through the First Half of the Year 

S&P 500 
Year-to-Date 

 2,900 

 2,850 

 2,800

After hitting an all-time high at the beginning 
of 2018, the markets have seen significant 
volatility due to offsetting pressures of good 
economic growth and significant policy and 

political uncertainty. 

For the Quarter Ended June 30, 2018 
WASHOE COUNTY RTC 

+7.5% 
2018 Closing High 

 2,700

 2,750 

S&P 2017 

+2.6% YTD 
June 30, 2018 

-3.5% 
2018 Closing Low

 2,550

 2,600

 2,650 

close 

Jan '18 Feb '18 Mar '18 Apr '18 May '18 Jun '18 

Source: Bloomberg, as of 6/30/18 
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For the Quarter Ended June 30, 2018 
WASHOE COUNTY RTC Market Update 

What We’re Watching… 

1-5 Year Corporate Spreads Flattening Yield Curve (10-Yr vs. 2-Yr) 
Spread 2-Year 10-Year 

90 3.5% 

3.0% 

B
as
is
 P
oi
nt
s 80 2.5% 

75 
2.0% 

70 

65 
1.0% 

Corporates weaken on global 
trade tensions, European 

uncertainty and weaker demand 

60 

55 0.5% 

Flattest curve 
since 2007 

50 0.0% 
Jun '17 Aug '17 Oct '17 Dec '17 Feb '18 Apr '18 Jun '18 Jun '16 Dec '16 Jun '17 Dec '17 Jun '18 

2Q GDP Expectations Economic Indicators are Strong 

Yi
el
d 

1.5% 

Source Forecast 

Goldman Sachs 3.7% 

Barclays 3.5% 

New York Fed 2.8% 

Atlanta Fed 4.1% 

Metrics At or Near Multi Year Bests 

U.S. GDP Unemployment Rate 

Global Growth Job Openings 

Consumer Confidence Corporate Profits 

Home Prices Inflation 

Source: Bloomberg, ICE BofAML Indices, as of 6/30/18. 

6PFM Asset Management LLC 



For the Quarter Ended June 30, 2018 
WASHOE COUNTY RTC Market Update 

Possible Inflation Pressures Reflected in Commodities Prices 

WTI Crude Oil Retail Regular Gasoline 
(per barrel) (per gallon) 

$80 $3.50 

$3.00 
$60 

$2.50 

$40 
$2.00 

$20 $1.50 
Jun '16 Dec '16 Jun '17 Dec '17 Jun '18 Jun '16 Dec '16 Jun '17 Dec '17 Jun '18 

Gold Copper 
(per oz.) (per lb.) 

$1,400 $360 

$1,100 

$1,200 

$1,300 

$200 

$240 

$280 

$320 

$1,000 $160 
Jun '16 Dec '16 Jun '17 Dec '17 Jun '18 Jun '16 Dec '16 Jun '17 Dec '17 Jun '18 

Source: Bloomberg, as of 6/30/18. 
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For the Quarter Ended June 30, 2018 
WASHOE COUNTY RTC Market Update 

FOMC “Dot Plot” – A Second 2018 Rate Hike in June 

Fed Participants’ Assessments of ‘Appropriate’ Monetary Policy 
June 2018 

5% 

4% 

3% 

2% 

1% 

0% 
2018 2019 2020 Longer Term 

Source: Federal Reserve and Bloomberg. Individual dots represent each Fed members’ judgement of the midpoint of the appropriate target range for the federal funds rate at 
each year-end. Fed funds futures as of 6/13/18. 

Jun-18 FOMC Projections 

Jun-18 Median 

Fed Funds Futures 

Fed expects 2 more 
rate hikes in 2018 & 
raised future projections 

History of Recent 
Fed Rate Hikes 

Jun ’18 1.75 – 2.00% 

Mar ‘18 1.50 - 1.75% 

Dec ‘17 1.25 - 1.50% 

Jun ’17 1.00 - 1.25% 

Mar ’17 0.75 - 1.00% 

Dec ’16 0.50 - 0.75% 

Dec ’15 0.25 - 0.50% 
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For the Quarter Ended June 30, 2018 
WASHOE COUNTY RTC Market Update 

The Fed’s Updated (June) Economic Projections Are Optimistic 

Indicator 
2018 2019 2020 Longer run 

Mar. Jun. Mar. Jun. Mar. Jun. Mar. Jun. 

Real GDP (YoY) 2.7% 2.8% 2.4% 2.4% 2.0% 2.0% 1.8% 1.8% 

Unemployment 
Rate 3.8% 3.6% 3.6% 3.5% 3.6% 3.5% 4.5% 4.5% 

PCE Inflation 
(YoY) 1.9% 2.1% 2.0% 2.1% 2.1% 2.1% 2.0% 2.0% 

Core PCE (YoY) 1.9% 2.0% 2.1% 2.1% 2.1% 2.1% - -

Federal Funds 
Rate (Median) 2.1% 2.4% 2.9% 3.1% 3.4% 3.4% 2.9% 2.9% 

Source: Federal Reserve, as of June 2018. Green denotes an improved projection in June compared to March, red for lower projection. 
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For the Quarter Ended June 30, 2018 
WASHOE COUNTY RTC Market Update 

Trade War Heating Up With China and U.S. Allies 

Potential Tariff Impact, 
Billions of USD* 

Top 2017 U.S. Imports from China, 
Billions of USD 

25 
to begin in Sept/Oct if China 
retaliates to initial tariffs Cellphones 

$0 $10 $20 $30 $40 $50 $60 $70 $80 

20 Computers 

15 

10 

already 
implemented 
on June 1 

to begin July 6 
just a threat 
for now 

Apparel and 
textiles** 

Telecom 
equipment 

Computer 
accessories 

Toys and 
games 

5 
Furniture 

Vehicle 
accessories 

0 
Household 
appliances 

Tariffs on 
steel and 
aluminum 

Tariffs on 
China (on 
USD 50 

Tariffs on 
China (on 
USD 200 

Tariffs on 
European 
cars and 

Electric 
apparatus*** 

billion of 
imports) 

billion) parts 

*Impact calculated as tariff rate multiplied by total imports as of 2017. Assumes a 25% tariff rate for potential tariff on EU cars and parts rather than 35% Trump floated. Source: 
Pictet WM-AA&MR, US ITC. **Apparel and textiles includes wool, cotton, and other materials. ***Includes fuses, circuit breakers, and certain types of batteries. Source: Wall 
Street Journal. 
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Product US's exports to China (Bil. US$) Share in US's exports (%) US's exports to China (% of GDP) 

Seeds and fruits 

- Soya beans 

Aircraft 

Electrical machinery 

Mechanical appliances 

Vehicles 

- Motor cars 

Optical products 

Plastics 

Chemicals 

Pulp 

Mineral fuels 

Nonferrous metal and products* 

Wood products 

Pharmaceutical products 

Copper 

Cereals 

For the Quarter Ended June 30, 2018 
WASHOE COUNTY RTC Market Update 

China’s Retaliation to Tariffs May Hurt Top U.S. Exports 

Top U.S. Export Products to China 
(Products in red are targeted for a potential 25% tariff) 

Source: Moody’s Investor Service, 05/10/2018. 
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For the Quarter Ended June 30, 2018 
WASHOE COUNTY RTC 

Series 2009 
31% 

Series 
2010A 
5% 

Series 

Series 
2010C 
3% 

Series 
2010H 
<1% 

13% 

Portfolio Review 

Allocation of Bond Reserve Portfolios 

Market Value1 

Series 2009 $8,540,069 

Series 2010A $1,230,479 

Series 2010B $6,240,168 

Series 2010C $933,797 

Series 2010EF $6,799,625 

Series 2010H $26,524 

Series 2013 $3,573,310 

Total $27,343,971 

Series 2013 

Series 
2010EF 
25% 

2010B 
23% 

1. Includes accrued interest and money market funds. 
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For the Quarter Ended June 30, 2018 
WASHOE COUNTY RTC Portfolio Review 

Sector Allocation and Compliance 

 The portfolio is in compliance with the Commission’s Investment Policy and the Nevada Revised Statutes. 

% of % Change Permitted by Security Type Market Value In Compliance Portfolio  vs. 3/31/18 Policy 

U.S. Treasury $22,067,915 81.1% -0.1% 100% 

Federal Agency $244,321 0.9% +0.9% 100% 

Commercial Paper $4,875,218 17.9% -0.1% 20% 

Securities Sub-Total $27,187,453 99.9% 

Accrued Interest $125,835 

Securities Total $27,313,288 

Money Market Fund $30,683 0.1% -0.7% 100% 

Total Investments $27,343,971 100.0% 

As of 6/30/2018. Detail may not add to total due to rounding. 
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For the Quarter Ended June 30, 2018 
WASHOE COUNTY RTC Portfolio Review 

Portfolio Yield 

 The yield to maturity at cost on the aggregate portfolio was 1.45% as of June 30, 2018. 

• The average portfolio yield was 1.35% over the last trailing twelve months (7/1/17 – 6/30/18) compared to the average yield of 
1.20% during the prior year’s trailing twelve months (7/1/16 – 6/30/17). 

Washoe County RTC Aggregate Portfolio vs. U.S. Treasury Month End Yields 
June 2016 - June 2018 

2.50% 

0.50% 

0.75% 

1.00% 

1.25% 

1.50% 

1.75% 

2.00% 

2.25% 

0.25% 
Jun-16 Sep-16 Dec-16 Mar-17 Jun-17 Sep-17 Dec-17 Mar-18 Jun-18 

Portfolio Yield 1-Year US Treasury 

Source: U.S. Department of Treasury. 
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For the Quarter Ended June 30, 2018 

WASHOE COUNTY RTC Portfolio Performance 

Beginning Value (03/31/2018) 

Net Purchases/Sales 

Change in Value 

Ending Value (06/30/2018) 

Interest Earned 

Portfolio Earnings 

Portfolio Earnings 

Quarter-Ended June 30, 2018 

Market Value Basis 

$26,973,424.92 

$183,198.34 

$30,829.95 

$27,187,453.21 

$76,127.77 

$106,957.72 

Accrual (Amortized Cost) Basis 

$27,237,048.16 

$183,198.34 

$22,762.81 

$27,443,009.31 

$76,127.77 

$98,890.58 

PFM Asset Management LLC 16
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For the Quarter Ended June 30, 2018 

WASHOE COUNTY RTC Portfolio Snapshot 

Credit Quality (S&P Ratings) Sector Allocation 

Commercial A-1 
Paper 12.1% 
17.9%

A-1+ 
Federal Portfolio Statistics 5.9% 

Treasury 

Agency/GSE 
As of June 30, 2018 0.9% 

Par Value: $27,478,000 

Total Market Value: $27,343,971 

Security Market Value: $27,187,453 

Accrued Interest: $125,835 

U.S. 
Cash: $30,683 

AA+ 81.2%Amortized Cost: $27,443,009 
82.1% 

Yield at Market: 2.29% 

Yield at Cost: 1.45% 

Maturity Distribution 
Effective Duration: 0.94 Years 

70% 
Duration to Worst: 0.94 Years 62.7% 

60%
Average Maturity: 0.96 Years 

Average Credit: * AA 50% 

40% 

30% 

19.3% 18.0%20% 

10% 

0.0% 0.0% 0.0%
0% 

0 - 1 Year 1 - 2 Years 2 - 3 Years 3 - 4 Years 4 - 5 Years > 5 Years 

* An average of each security’s credit rating assigned a numeric value and adjusted for its relative weighting in the portfolio. 
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For the Quarter Ended June 30, 2018 

WASHOE COUNTY RTC Portfolio Composition 

Issuer Distribution 

As of June 30, 2018 

Issuer Market Value ($) % of Portfolio 

UNITED STATES TREASURY  22,067,915 81.2% 

MITSUBISHI UFJ FINANCIAL GROUP INC  892,942 3.3% 

TOYOTA MOTOR CORP  798,450 2.9% 

CREDIT AGRICOLE SA  797,980 2.9% 

JP MORGAN CHASE & CO  797,364 2.9% 

DEXIA GROUP  794,384 2.9% 

BNP PARIBAS  794,097 2.9% 

FANNIE MAE  244,321 0.9% 

Grand Total:  27,187,453 100.0% 

PFM Asset Management LLC 18



For the Quarter Ended June 30, 2018 
WASHOE COUNTY RTC Portfolio Review 

Outlook and Strategy 

 In light of continued economic growth, inflation near the Fed’s symmetric target of 2%, and strong labor market conditions, the Fed 
appears poised to raise rates further. As a result of the expectation for one or two additional hikes in 2018 and three to four more in 
2019, our view remains that the general trend of interest rates will be to increase gradually over the near-term. Therefore, we plan to 
maintain a defensive duration posture to mitigate a portion of interest rate risk relative to benchmarks. 

 Our outlook for each of the major investment-grade fixed-income sectors are as follows: 

• Federal agency securities remain expensive, as most maturities offer less than five basis points of incremental yield relative to 
U.S. Treasuries. We will continue to reduce exposure to agencies in maturities where spreads are tight, seeking better value in 
either Treasuries or other sectors. Over the past quarter, however, the 2-3 year portions of the agency curve experienced modest 
widening that may create some opportunities in Q3. 

• While fundamentals remain generally healthy and incremental income is still modestly attractive, potential headwinds in the 
corporate sector are beginning to temper our overall constructive guidance. As a result, our view on the sector has shifted to a 
more neutral and selectively opportunistic stance. We currently feel a market-neutral allocation is warranted. In addition, we have 
a preference for financials and selective industrial issuers with stronger balance sheets, which we think can better navigate the 
current phase of the credit cycle. 

• Short-term money market investors continue to reap the rewards of current monetary policy tightening and higher overnight target 
rates. Further, the yield curve for high-quality commercial paper and negotiable certificates of deposit (CP/CD) is quite steep and 
attractive, offering opportunities to extend maturities and add to allocations in this space. 

19PFM Asset Management LLC 
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For the Quarter Ended June 30, 2018 

WASHOE COUNTY RTC Portfolio Activity 

Trade 

Date 

BUY 

4/26/18 

4/26/18 

5/8/18 

Total BUY 

Settle

 Date 

4/27/18 

4/27/18 

5/8/18 

Par ($) 

800,000 

250,000 

800,000 

1,850,000 

CUSIP 

46640QHQ7 

3135G0T60 

22533UHD8 

Quarterly Portfolio Transactions 

Security Description 

JP MORGAN SECURITIES LLC COMM PAPER 

FNMA NOTES 

CREDIT AGRICOLE CIB NY COMM PAPER 

Coupon 

0.00% 

1.50% 

0.00% 

Maturity 

Date 

8/24/18 

7/30/20 

8/13/18 

Transact 

Amt ($) 

793,785.56 

245,061.25 

795,257.78 

1,834,104.59 

Yield 

at Market

 2.37% 

2.57% 

2.21% 

Realized 

G/L (BV) 

INTEREST 

4/2/18 4/2/18 

5/1/18 5/1/18 

6/1/18 6/1/18 

Total INTEREST 

0 

0 

0 

0 

MONEY0002 

MONEY0002 

MONEY0002 

MONEY MARKET FUND 

MONEY MARKET FUND 

MONEY MARKET FUND

 199.16 

314.65 

61.12 

574.93 

MATURITY 

4/23/18 4/23/18 

4/23/18 4/23/18 

4/23/18 4/23/18 

4/23/18 4/23/18 

5/7/18 5/7/18 

Total MATURITY

 300,000 

250,000 

200,000 

100,000 

800,000 

1,650,000 

46640QDP3 

46640QDP3 

46640QDP3 

46640QDP3 

22533UE74 

JP MORGAN SECURITIES LLC COMM PAPER 

JP MORGAN SECURITIES LLC COMM PAPER 

JP MORGAN SECURITIES LLC COMM PAPER 

JP MORGAN SECURITIES LLC COMM PAPER 

CREDIT AGRICOLE CIB NY COMM PAPER 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

4/23/18 

4/23/18 

4/23/18 

4/23/18 

5/7/18

 300,000.00 

250,000.00 

200,000.00 

100,000.00 

800,000.00 

1,650,000.00

 0.00 

0.00 

0.00 

0.00 

0.00 

0.00 
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For the Quarter Ended June 30, 2018 

WASHOE COUNTY RTC Portfolio Holdings 

Managed Account Detail of Securities Held 

Security Type/Description S&P Moody's Trade Settle Original YTM Accrued Amortized Market 

Dated Date/Coupon/Maturity CUSIP Par Rating Rating Date Date Cost at Cost Interest Cost Value 

U.S. Treasury Bond / Note 

US TREASURY NOTES 912828VQ0  750,000.00 AA+ Aaa 1/28/2016 1/29/2016  757,558.59 0.97 4,301.62  750,252.44  749,733.00 

DTD 07/31/2013 1.375% 07/31/2018 

US TREASURY NOTES 912828VQ0  50,000.00 AA+ Aaa 1/28/2016 1/29/2016  50,503.91 0.97 286.77  50,016.83  49,982.20 

DTD 07/31/2013 1.375% 07/31/2018 

US TREASURY NOTES 912828VQ0  1,450,000.00 AA+ Aaa 1/30/2018 1/31/2018  1,448,244.14 1.62 8,316.47  1,449,708.97  1,449,483.80 

DTD 07/31/2013 1.375% 07/31/2018 

US TREASURY NOTES 912828SD3  2,430,000.00 AA+ Aaa 1/28/2016 1/29/2016  2,442,055.08 1.08 12,670.23  2,432,367.94  2,416,615.56 

DTD 01/31/2012 1.250% 01/31/2019 

US TREASURY NOTES 912828SD3  3,000,000.00 AA+ Aaa 1/28/2016 1/29/2016  3,014,882.81 1.08 15,642.27  3,002,923.38  2,983,476.00 

DTD 01/31/2012 1.250% 01/31/2019 

US TREASURY NOTES 912828SD3  2,220,000.00 AA+ Aaa 1/28/2016 1/29/2016  2,231,013.28 1.08 11,575.28  2,222,163.30  2,207,772.24 

DTD 01/31/2012 1.250% 01/31/2019 

US TREASURY NOTES 912828SD3  220,000.00 AA+ Aaa 1/28/2016 1/29/2016  221,091.41 1.08 1,147.10  220,214.38  218,788.24 

DTD 01/31/2012 1.250% 01/31/2019 

US TREASURY NOTES 912828SD3  1,350,000.00 AA+ Aaa 1/28/2016 1/29/2016  1,356,697.27 1.08 7,039.02  1,351,315.52  1,342,564.20 

DTD 01/31/2012 1.250% 01/31/2019 

US TREASURY NOTES 912828SD3  400,000.00 AA+ Aaa 1/28/2016 1/29/2016  401,984.38 1.08 2,085.64  400,389.78  397,796.80 

DTD 01/31/2012 1.250% 01/31/2019 

US TREASURY NOTES 912828B33  350,000.00 AA+ Aaa 11/22/2016 11/23/2016  352,666.02 1.15 2,189.92  350,717.14  348,537.00 

DTD 01/31/2014 1.500% 01/31/2019 

US TREASURY NOTES 912828H52  1,275,000.00 AA+ Aaa 11/22/2016 11/23/2016  1,268,425.78 1.42 6,647.96  1,271,702.17  1,250,595.23 

DTD 02/02/2015 1.250% 01/31/2020 

US TREASURY NOTES 912828H52  1,680,000.00 AA+ Aaa 11/22/2016 11/23/2016  1,671,337.50 1.42 8,759.67  1,675,654.65  1,647,843.12 

DTD 02/02/2015 1.250% 01/31/2020 

US TREASURY NOTES 912828H52  255,000.00 AA+ Aaa 11/22/2016 11/23/2016  253,685.16 1.42 1,329.59  254,340.44  250,119.05 

DTD 02/02/2015 1.250% 01/31/2020 

US TREASURY NOTES 912828H52  350,000.00 AA+ Aaa 11/22/2016 11/23/2016  348,195.31 1.42 1,824.93  349,094.71  343,300.65 

DTD 02/02/2015 1.250% 01/31/2020 

US TREASURY NOTES 912828H52  1,785,000.00 AA+ Aaa 11/22/2016 11/23/2016  1,775,796.09 1.42 9,307.15  1,780,383.04  1,750,833.32 

DTD 02/02/2015 1.250% 01/31/2020 

PFM Asset Management LLC 22



For the Quarter Ended June 30, 2018 

WASHOE COUNTY RTC Portfolio Holdings 

Managed Account Detail of Securities Held 

Security Type/Description S&P Moody's Trade Settle Original YTM Accrued Amortized Market 

Dated Date/Coupon/Maturity CUSIP Par Rating Rating Date Date Cost at Cost Interest Cost Value 

U.S. Treasury Bond / Note 

US TREASURY NOTES 

DTD 07/31/2015 1.625% 07/31/2020 

US TREASURY NOTES 

DTD 07/31/2015 1.625% 07/31/2020 

US TREASURY NOTES 

DTD 07/31/2015 1.625% 07/31/2020 

US TREASURY NOTES 

DTD 07/31/2015 1.625% 07/31/2020 

US TREASURY NOTES 

DTD 07/31/2015 1.625% 07/31/2020 

US TREASURY NOTES 

DTD 01/31/2016 1.375% 01/31/2021 

912828XM7 

912828XM7 

912828XM7 

912828XM7 

912828XM7 

912828N89

 48,000.00 

395,000.00 

1,240,000.00 

1,740,000.00 

240,000.00 

1,100,000.00 

AA+ 

AA+ 

AA+ 

AA+ 

AA+ 

AA+ 

Aaa 

Aaa 

Aaa 

Aaa 

Aaa 

Aaa 

11/22/2016 

7/27/2017 

11/22/2016 

11/22/2016 

11/22/2016 

11/22/2016 

11/23/2016 

7/28/2017 

11/23/2016 

11/23/2016 

11/23/2016 

11/23/2016

 48,105.00

 396,141.80

 1,242,712.50

 1,743,806.25

 240,525.00

 1,086,292.97 

1.56 

1.53 

1.56 

1.56 

1.56 

1.68 

325.36

 2,677.43

 8,405.11

 11,794.27

 1,626.80

 6,309.05

 48,060.24

 395,796.14

 1,241,556.32

 1,742,183.87

 240,301.22

 1,091,437.57

 47,096.26 

387,562.94 

1,216,653.28 

1,707,239.28 

235,481.28 

1,066,441.20 

Security Type Sub-Total 22,328,000.00  22,351,720.25 1.30 124,261.64  22,320,580.05  22,067,914.65 

Federal Agency Bond / Note 

FNMA NOTES 

DTD 08/01/2017 1.500% 07/30/2020 

3135G0T60  250,000.00 AA+ Aaa 4/26/2018 4/27/2018  244,155.00 2.57 1,572.92  244,605.28  244,321.00 

Security Type Sub-Total 250,000.00  244,155.00 2.57 1,572.92  244,605.28  244,321.00 

Commercial Paper 

TOYOTA MOTOR CREDIT CORP COMM 

PAPER 

DTD 11/06/2017 0.000% 08/03/2018 

CREDIT AGRICOLE CIB NY COMM 

PAPER 

DTD 02/13/2018 0.000% 08/13/2018 

JP MORGAN SECURITIES LLC COMM 

PAPER 

DTD 11/27/2017 0.000% 08/24/2018 

89233HH31 

22533UHD8 

46640QHQ7

 800,000.00 

800,000.00 

800,000.00 

A-1+ 

A-1 

A-1 

P-1 

P-1 

P-1 

11/7/2017 

5/8/2018 

4/26/2018 

11/8/2017 

5/8/2018 

4/27/2018

 790,292.44

 795,257.78

 793,785.56 

1.65 

2.21 

2.37 

0.00

 0.00

 0.00

 798,804.66

 797,897.78

 797,180.00

 798,450.40 

797,980.00 

797,364.00 
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For the Quarter Ended June 30, 2018 

WASHOE COUNTY RTC Portfolio Holdings 

Managed Account Detail of Securities Held 

Security Type/Description S&P Moody's Trade Settle Original YTM Accrued Amortized Market 

Dated Date/Coupon/Maturity CUSIP Par Rating Rating Date Date Cost at Cost Interest Cost Value 

Commercial Paper 

DEXIA CREDIT LOCAL SA NY COMM 

PAPER 

DTD 01/31/2018 0.000% 10/17/2018 

BNP PARIBAS NY BRANCH COMM 

PAPER 

DTD 01/30/2018 0.000% 10/22/2018 

MUFG BANK LTD/NY COMM PAPER 

DTD 02/02/2018 0.000% 10/29/2018 

Security Type Sub-Total 

25214PE58 

09659CKN7 

06538CKV2

 800,000.00 

800,000.00 

900,000.00

 4,900,000.00 

A-1+ 

A-1 

A-1 

P-1 

P-1 

P-1 

1/30/2018 

1/30/2018 

2/2/2018 

1/31/2018 

1/31/2018 

2/5/2018

 788,834.22

 788,149.33

 885,968.50

 4,842,287.83 

1.97 

2.05 

2.14 

2.07 

0.00

 0.00

 0.00

 0.00

 795,344.00

 794,927.55

 893,669.99

 4,877,823.98

 794,384.16 

794,096.80 

892,942.20 

4,875,217.56 

Managed Account Sub Total 

Securities Sub-Total 

Accrued Interest 

Total Investments 

27,478,000.00 

$27,478,000.00 

27,438,163.08 

$27,438,163.08 

1.45 

1.45% 

125,834.56 

$125,834.56 

27,443,009.31 

$27,443,009.31 

27,187,453.21 

$27,187,453.21 

$125,834.56 

$27,313,287.77 

Bolded items are forward settling trades.
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 IMPORTANT DISCLOSURES 

This material is based on information obtained from sources generally believed to be reliable and available to the public; however, PFM Asset Management LLC cannot guarantee its 

accuracy, completeness or suitability. This material is for general information purposes only and is not intended to provide specific advice or a specific recommendation. All statements as 

to what will or may happen under certain circumstances are based on assumptions, some, but not all of which, are noted in the presentation. Assumptions may or may not be proven 

correct as actual events occur, and results may depend on events outside of your or our control. Changes in assumptions may have a material effect on results. Past performance does 

not necessarily reflect and is not a guaranty of future results.The information contained in this presentation is not an offer to purchase or sell any securities. 

• Market values that include accrued interest are derived from closing bid prices as of the last business day of the month as supplied by Interactive Data, Bloomberg, or Telerate. 

Where prices are not available from generally recognized sources, the securities are priced using a yield based matrix system to arrive at an estimated market value. 

• In accordance with generally accepted accounting principles, information is presented on a trade date basis; forward settling purchases are included in the monthly balances, and 

forward settling sales are excluded. 

• Performance is presented in accordance with the CFA Institute ’s Global Investment Performance Standards (GIPS). Unless otherwise noted, performance is shown gross of fees. 

Quarterly returns are presented on an unannualized basis. Returns for periods greater than one year are presented on an annualized basis. Past performance is not indicative of 

future returns. 

• Bank of America/Merrill Lynch Indices provided by Bloomberg Financial Markets. 

• Money market fund/cash balances are included in performance and duration computations. 

• Standard & Poorʼs is the source of the credit ratings. Distribution of credit rating is exclusive of money market fund/LGIP holdings. 

• Callable securities in the portfolio are included in the maturity distribution analysis to their stated maturity date, although, they may be called prior to maturity. 

• MBS maturities are represented by expected average life.
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 GLOSSARY 

• ACCRUED INTEREST: Interest that is due on a bond or other fixed income security since the last interest payment was made. 

• AGENCIES: Federal agency securities and/or Government-sponsored enterprises. 

• AMORTIZED COST: The original cost of the principal of the security is adjusted for the amount of the periodic reduction of any discount or premium from the purchase date until 

the date of the report. Discount or premium with respect to short-term securities (those with less than one year to maturity at time of issuance) is amortized on a straight line basis. 

Such discount or premium with respect to longer-term securities is amortized using the constant yield basis. 

• BANKERS’ ACCEPTANCE: A draft or bill or exchange accepted by a bank or trust company. The accepting institution guarantees payment of the bill as well as the insurer. 

• COMMERCIAL PAPER: An unsecured obligation issued by a corporation or bank to finance its short-term credit needs, such as accounts receivable and inventory. 

• CONTRIBUTION TO DURATION: Represents each sector or maturity range ’s relative contribution to the overall duration of the portfolio measured as a percentage weighting. Since 

duration is a key measure of interest rate sensitivity, the contribution to duration measures the relative amount or contribution of that sector or maturity range to the total rate 

sensitivity of the portfolio. 

• DURATION TO WORST: A measure of the sensitivity of a security ’s price to a change in interest rates, stated in years, computed from cash flows to the maturity date or to the put 

date, whichever results in the highest yield to the investor. 

• EFFECTIVE DURATION: A measure of the sensitivity of a security’s price to a change in interest rates, stated in years. 

• EFFECTIVE YIELD: The total yield an investor receives in relation to the nominal yield or coupon of a bond. Effective yield takes into account the power of compounding on 

investment returns, while ominal yield does not. 

• FDIC: Federal Deposit Insurance Corporation. A federal agency that insures bank deposits to a specified amount. 

• INTEREST RATE: Interest per year divided by principal amount and expressed as a percentage. 

• MARKET VALUE: The value that would be received or paid for an investment in an orderly transaction between market participants at the measurement date. 

• MATURITY: The date upon which the principal or stated value of an investment becomes due and payable. 

• NEGOTIABLE CERTIFICATES OF DEPOSIT: A CD with a very large denomination, usually $1 million or more, that can be traded in secondary markets. 

• PAR VALUE: The nominal dollar face amount of a security.
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 GLOSSARY 

• PASS THROUGH SECURITY: A security representing pooled debt obligations that passes income from debtors to its shareholders. The most common type is the 

mortgage-backed security. 

• REPURCHASE AGREEMENTS: A holder of securities sells these securities to an investor with an agreement to repurchase them at a fixed price on a fixed date. 

• SETTLE DATE: The date on which the transaction is settled and monies/securities are exchanged. If the settle date of the transaction (i.e., coupon payments and maturity 

proceeds) occurs on a non-business day, the funds are exchanged on the next business day. 

• TRADE DATE: The date on which the transaction occurred; however, the final consummation of the security transaction and payment has not yet taken place. 

• UNSETTLED TRADE: A trade which has been executed; however, the final consummation of the security transaction and payment has not yet taken place. 

• U.S. TREASURY: The department of the U.S. government that issues Treasury securities. 

• YIELD: The rate of return based on the current market value, the annual interest receipts, maturity value, and the time period remaining until maturity, stated as a percentage on 

an annualized basis. 

• YTM AT COST: The yield to maturity at cost is the expected rate of return based on the original cost, the annual interest receipts, maturity value, and the time period from 

purchase date to maturity, stated as a percentage on an annualized basis. 

• YTM AT MARKET: The yield to maturity at market is the rate of return based on the current market value, the annual interest receipts, maturity value, and the time period 

remaining until maturity, stated as a percentage on an annualized basis.
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