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Honorable Members of City Council
of the City of Los Angeles

Honorable Members:

This is the Investment and Cash Management Report for the month ending October 31,
2009. It is provided to ensure that the City Council is informed of the Department’s
activities. 1t satisfies the recommended reporting requirements of the City of Los
Angeles Administrative Code, Chapter 5.1, Article 1, Section 20.90, which addresses
the City Council’s request for monthly financial information.

NEW DEVELOPMENTS

Revision to Interest Rate Projection

It is become necessary to revise downward the FY 2009-2010 interest revenue
projection. The economic environment has proven extremely challenging. Additionally,
the drain on the general fund and the expected reduction in State funds has negatively
impacted the general pool's share of the general pool earnings. The following
represents the best estimates for interest rates and interest eamnings for the Treasurer's
investment pool and the City's general fund. In finalizing the following estimates, we
reviewed actual interest rate levels, assessed the current and future economic
conditions, and analyzed forward rate curve levels from the Bloomberg financial system.

Assumptions

As with any financial or interest rate estimate, certain baseline assumptions must be
made in order to exirapolate a final projected value. The following assumptions were
included in the final analysis:
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1. Interest earnings are based on actual amounts and a blended forward yield curve
consisting of Treasury Bonds, U.S. Agency Bonds, and AA Corporate Bonds with
a maturity of two years.

2. The General Fund participates at a percentage of 11.5% based on prior year
average. Adjustments will be made accordingly upon receipt of actual data via
the MECAS system.

3. FY 2009-2010 estimated average balance for the Treasurers' pool approximates
$5.081 billion.

INTEREST EARNINGS ESTIMATES FOR FISCAL YEAR 2009-2010

The following table shows the forecasted values for the current fiscal year in estimated
interest earnings for the Treasurer’s investment pool and the general fund.

Treasurer's Investment Pool {millions) $4,680 $5,10C $5,067 \ $5,069 $5,081
Investment Rate 2.91% 2.32% 2.08% 87% 1.81% 1.68%
Gross Pool Interest Earnings (millions) N/A 3117 $104 $91 $84
Adjusted Pool Interest Earnings {millions) NIA $125.53 $115.02 $108.16 $107.09 $101.65
General Fund Percentage of Pool 16.00% 11.50% 11.50% 11.50% 11.50% 11.56%
General Funds Earnings (millions) $10.88 $14.44 $13.23 $12.44 §12.32 $11.84

The current fiscal year interest earnings estimate for the general fund has decreased
from the April 2009 $19.88 million budget estimate. The main factors contributing to this
estimate revision are;

e A decrease in the general fund participation in the investment pool
¢ A decrease in investment rates due to prevailing market conditions

During the third quarter of FY 2009-10, general fund interest earnings are expected to
continue lagging relative to the Revenue Outlook Book Estimate primarily due to
decreasing interest. Based on forward curves, interest rates are nevertheless expected
to rise modestly for the remainder of FY 2009-10.

Interest rates continue to remain low due to slow economic activity and lack of
inflationary pressures. In response to this economic activity, the Federal Reserve
continues to keep short interest rates low. Federal Funds has traded in a range from a
high of 0.50% to a low of 0.00% for calendar year 2009. Current yield curve structure
has normalized, with the traditional Treasury spread (2 year T-Note to 10 year T-Note)
showing a positive spread of 261 basis points. Even as GDP has rebounded recently
and remained positive, consumers continue to be hit with tighter credit and continued
job losses. The latest unemployment rate stands 10.2% and is forecasted to remain at
that level for the first quarter of 2010. With respect to inflation, the Consumer Price
Index (CPI) is expected to come in at -0.4% for the calendar year 2009 and is expected
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Core Portfolio $2,215,995,074 0.40% 56 Days AAA
Reserve Portfolio $3,366,731,905 2.86% 2.9 Years AAA
Total investment Pool 85,582,726,979 1.95% 1.8 Years AAA

NOTE: Effective yield is a shapshot of how much an investment would yield assuming that when
interest is received it is immediately reinvested. |t does not include capital gains or losses in its
computation. The effect yield of Core Portfolio excludes that of cash and CDARS.

INVESTMENT PERFORMANCE?

Market Value |$2215005,074 $3,366,731,005 | $5,582,726979
Total Rate of Return 0.02% 0.43% n/a
Benchmark Total Rate of Return 0.02% | 0.40% n/a
Variance 0.00% 0.03% n/a

The City measures investment performance on a total return basis to an established
industry recognized benchmark. The above table summarizes the October 31, 2009,
portfolio total rate of return for the City’s General Pool.

Additional investment information may be found on pages 8 through 24 of this report.

THE REMAINDER OF THIS PAGE LEFT INTENTIONALLY BLANK.

2 Performance is measured as mandated by the Global Investment Performance Standards, which is published by the
CFA Institute and is widely accepted as the source of industry standard performance metrics. Section 2.A.1 states
that total return, including realized and unrealized gains and losses must be used.
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If you have any questions about the information contained in this report, please contact
me at (213) 978-1718 or Crista Binder, Assistant Treasurer, at (213) 978-1709.

Respectfully,

A odoTrer
e

C.DE FOOR, CTP
JCD:CB:HN:ad

Treasurer

Attachments

(o The Reverend Jeff Carr, Chief of Staff, Office of the Mayor
Ben Ceja, Deputy Mayor for Finance and Performance Management
Crigta Binder, CTP, Assistant Treasurer
Harold B. Nachtrieb, Chief iInvestment Officer
Victoria Santiago, Departmental Chief Accountant
Investment Reporis File
Chron File
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GENERAL PORTFOLIO ASSET HOLDINGS
October 30, 2009
Percentof Average Weighted

Description ParValue  Market Value Funds Days Years
Bank Deposits® $261,866,017 $261,866,017 4.69% 1.0 0.0
Money Market Funds $0 $0 0.00% 0.0 0.0
L.ALF. (State of California) $0 $0 0.00% 1.0 0.0
Subtotal: Cash and Overnight Invesi $261.866,017 $261,866,017 4.69% 1.0 0.0
. BNY Sweep Account $0 80 0.00% 0.0 0.0
~ CDARS $15,000,000  $15,000,000 0.27% 0.0 0.0
Commercial Paper $508,160,000 $507,942,740 9.10% 596 02
Negotiable Certificates of Deposit $0 $0 0.00% 0.0 0.0
Corporate Notes $63,430,000 $65,008,012 1.17% 152.9 0.4
U.S. Federal Agencies $1.073,800,000 $1,074,096,930 19.24% 62.8 0.2
U.S. Treasuries $292,008,000 $291,991,376 523% 43.4 0.1
Subtotal: Pooled investmenis: $1,952 498,000 $1,954,129,057 35.00% 62.0 0.2
Total Short-Term Core Portfolio: $2.214 364017 $2,215,995,074 39.69% 555 0.2
BNY Sweep Account $0 $0 0.00% 00 0.0
Mortgage-Backed Securities™ $122,205,925 $124 674,937 2.23% 5154 14
Commercial Paper 30 $0 0.00% 0.0 0.0
Negotiable Certificates of Deposit $0 $0 0.00% 0.0 0.0
Corporate Notes $677,626,000 $723,788,902 12.96% 906.4 25
U.S. Federal Agencies $792,100,000 $819,297 445 14.68% 11510 32
U.8. Treasuries $1,655,000,000 $1,698,970,622 30.43% 1105.9 3.1
Total Long-Term Reserve Portfolio: $3,246,8931,925 $3,366,731,905 60.31% 1060.1 29
Total Cash and Pooled Investments: $5461,295942 $5582 726979  100.00% 661.4 18

* Collected Balance For Bank of America, Wells Fargo, and Wachovia Active Accounts
** Includes CMO's (Collateralized Mortgage Obligations)
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GENERAL PORTFOLIO ASSET HOLDINGS
October 30, 2009
Percentof  Average Weighted
Description ParValue  Market Value Funds Days Years
Bank Deposits* $261,866,017  $261,866,017 4.89% 1.0 0.0
Money Market Funds $0 $0 0.00% 0.0 0.0
L.ALF. {State of California) $0 $0 0.00% 10 0.0
Subtotal: Cash and Overnight Invest $261,866,017 $261,866,017 4.69% 1.0 0.0
BNY Sweep Account $0 $0 0.00% 0.0 0.0
CDARS $15,000,000  $15,000,000 0.27% 0.0 0.0
Commercial Paper $508,160,000  $507,942,740 9.10% 59.6 02
Negotiable Certificates of Deposit $0 $0 0.00% 0.0 0.0
Corporate Notes $63,430,000 $65,098,012 1.17% 152.9 0.4
U.S. Federal Agencies $1,073,900,000 $1,074,096,930 19.24% 62.8 0.2
U.S. Treasuries $292.008,000 $291,991,378 5.23% 434 0.1
Subtotal: Pooled investments: $1,852,498,000 $1,954,129,057 35.00% 62.0 0.2
Total Short-Term Core Portfolio: $2,214 364,017 $2,215,995,074 30.68% 55.5 0.2
BNY Sweep Account $0 $0 0.00% 0.0 0.0
Mortgage-Backed Securities™ $122,205,925 $124 674,937 2.23% 515.4 14
Commercial Paper $0 $0 0.00% 0.0 0.0
Negotiable Cerificates of Deposit $0 $0 0.00% 0.0 0.0
Corporate Notes $677,626,000 $723,788,902 12.96% 806.4 25
).8. Federal Agencies $792,100,000  $819,297 445 1468% 11510 32
U.8. Treasuries $1,655,000,000 $1,698,970,622 30.43% 11059 31 ;
Total Long-Term Reserve Portfolio: $3,246,931,925 $3,366,731,905 60.31% 1060.1 2.9 f
Total Cash and Pooled Investments: $5461,295942 $5582.726979  100.00% 661.4 1.8
s

* Collected Balance For Bank of America, Wells Fargo, and Wachovia Active Accounts
** Includes CMO's (Coltateralized Mortgage Obligations)
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Honorable Members of the City Council
December 3, 2009
Page 25

PRIMARY DEALERS

N, DR BN -

P e
NS ST

= L o e

Y
-

MR RN RN M N & 2 ek e A A
SR OR IS DO NBDERELN

*

BNP PARIBAS SECURITIES CORP
BARCLAYS CAPITAL INC

CANOR FITZGERALD & CO
CITIGROUP GLOBAL MARKETS INC

CREDIT SUISSE SECURITIES (USA)LLC

DAIWA SECURITIES AMERICA INC
DEUTSCHE BANK SECURITIES INC
GOLDMAN, SACHS & CO

HSBC SECURITIES (USA) INC
JEFFERIES & COMPANY

. JP MORGAN SECURITIES, INC

MIZUHO SECURITIES USA INC

ABBEY NATL N AMERICA LLC
ABBOTT LABORATORIES
AMERICAN HONDA FINANCE
BANK OF AMERICA CORP

BNP PARIBAS FINANCE INC
CARGILL INC

CATERPILLAR CORP INC
CATERPILLAR FIN SERV CORP
CBA (DE) FINANGE

. CHEVRON CORP
. CHEVRON FUNDING CORP

CITIGROUP FUNDING INC
CITIGROUP GLOBAL MARKETS
CITIGROUP INC

. COCA-COLA CO
. CONOCOPHILLIPS

CONOCOPHILLIPS CPP FDG
DEERE & CO

DELL INC

DOVER CORP

. EMERSON ELECTRIC CO
. EXXON MOBIL CORP

EXXON PROJECT INV CORP
GENERAL DYNAMICS CORP
GENERAL ELEC CAP CORP

AUTHORIZED DEALERS AND ISSUERS

13.
14,
18.
16.

26.
27.
28,
29.
30.
31
32,
33.
34.
35.
36.
37.
38.
39.
40.
41,
42.
43.
44,
45,
46,
47.
48,
49,
50.

CITY OF 1.OS ANGELES
TREASURY

MORGAN STANLEY & CO. INC

NOMURA SECURITIES INTERNATION, INC 1.

RBS SECURITIES INC
UBS SECURITIES LLC

COMMERCIAL PAPER ISSUERS*

GENERAL ELEC CAP SVCS
GENERAL ELECTRIC CO
HARVARD UNIVERSITY
HEWLETT-PACKARD CO
HONEYWELL INTERNATIONAL
HSBC FINANCE CORP

ING (US) FUNDING LLC
JOHNSON & JOHNSON

JP MORGAN CHASE & CO
LOWE'S COMPANIES INC
MASS MUTUAL LIFE INSURANCE CO
MEDTRONIC INC

MERRILL LYNCH & CO
MICROSOFT CORP

NATL AUSTRALIA FDG (DE)
NESTLE CAPITAL CORP
PACCAR FINANCIAL CORP
PEPSICO INC

PFIZER INC

PITNEY BOWES INC
PRAXAIR ING

PROCTER & GAMBLE CO
RABOBANK USA FIN CORP
ROCKWELL COLLINS INC
SBC COMMUNICATIONS ING

SECONDARY DEALERS
CABRERA CAPITAL MARKETS

2. CASTLEOCAK SECURITIES

3. FINACORP SECURITIES

4. FIRST TENNESSEE SECURITIES

5. GXCLARKE & CO

6. LOOP CARITAL

7. MORGAN KEEGAN

8. STONE & YOUNBERG

9. WACHOVIA SECURITIES

10. WELLS FARGO SECURITIES

51. SIEMENS CAPITAL CO LLC

52. SOCIETE GENERALE N AMERICA INC

53. STATE STREET CORP

54. SYSCO CORP

55. TOYOTA MOTOR CREDIT CORP

56. UBS AMERICAS INC

§7. UBS FINANCE {DE) INC

58. UNITED PARCEL SERV INC

59. USAA CAPITAL CORP

60. WAL-MART FUNDING CORP

61. WAL-MART STORES INC

62. WALT DISNEY CO

63. WELLS FARGO & CO

Based on short-term credit rating information provided by Bloomberg Professional, as of 10/22/09
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