Investment

VManagement

In 20 minutes
a month

Steve Groom

Chase Donnelly
City of Federal Way



Goals

. Invest 20 minutes per month

. Increase long-term interest revenue
(higher yield than LGIP usually)

. Gain credibility in your city
with quality reporting

. Simple enough to teach others
(succession planning)



The Steps

1. Decide how much you can invest
2. Confirm funds available

3. Choose maturity date

4. Check rates

5. Call the broker, execute the trade
6. Alert safekeeper

/. Record rationale

8. Update spreadsheet

9. Journal entry

10.Update monthly report




20 Minutes per Month?

1. Decide how much you can invest

2. Confirm funds available

3. Choose maturity date

4. Check rates

5. Poll the brokers, execute the trade

6. Alert safekeeper

/. Write your rationale

3. Update spreadsheet _‘ = ille
9. Journal entry (fﬁ. i
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How To Start

1. Decide how much you can invest



Where is our cash now?

1. Take inventory

2. Create a monthly trend graph

3. Understand the ins and outs

4. Understand your reserves

5. Your portfolio manager relies on you



Safety — Liquidity - Yield

City of Federal Way

Cash & Investments Trend
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Safety — Liquidity - Yield

“Risk is Asymmetrical in government”

Ben Finkelstein, The Politics of Public Investing

City of Yourtown
Cash & Investments Trend
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Safety

How much do we need?

Checking:
o Never bounce a check
o Accounts Payable
o Payroll
o LGIP is 1 day away



Liquidity

How much do we need?

State Pool:
o Seasonal fluctuations

Investable:
o Fixed Reserve balances

o Unbudgeted, unspendable fund balances
o Capital?
o Debt?
o Internal Service?

o BUT . .. plan for unplanned emergencies
(no budget goes unamended)



How To Start

2. Check Brokerage Balance



Move Money if Needed

Brokerage
Account
with
Safekeeper

LGIP =) Checking <=

Is the
SS here?



Don't Forget to Sweep Interest

- Brokerage
Account

JAvestments




How To Start

3. Confirm Next Maturity Date



Choose Your Maturity

City of Federal Way

Investment Portfolio Maturity Distribution - October 2022

$1,500,000

$1,000,000

$500,000 -




Why Bullets

1. They won't be called
2. You only buy them once
3. No surprise reinvestment risk

4. This Is about 20 minutes a month!



Yield Curve
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Choose Your Maturity

City of Federal Way

Investment Portfolio Maturity Distribution - April, 2024

$2,500,000

$2,000,000

$1,000,000

$1,500,000 ‘I! !
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How To Start

4. Check where rates are



Know the Rate You'll Get

Yesterday’s Treasury Rates (and maybe a trend)

Select type of Interest Rate Data

ect Time Period

rrent Month V|

[ Apply |

Date

03/01/2023

Monday Mar 06, 2023

# home.treasury.gov/polic financing-the-government/interest-rate-statistics




Know the Rate You'll Get?

This is the hardest part — which day to buy?

Daily Treasury Closing Rates
Which Day to Purchase??

3.00%

Sometimes following your own strategy with discipline means
you just hold your nose even when the rates stink




Know the Rate You'll Get

Treasury Rates 20 minutes ago

Treasury Yields

NAME COUPOMN 1MONTH TIME (EST)

GB3.GOV Q.00 4. 4.83% +20 11:48 AM

3 Menth

GBE-GOV 0.00 492 5.13% +33
6 Month

GB12:GOV

12 Month

GT2:G0V
2 Year

GTEGOV
S Year

GTI0:GOV
10 Year

@ bloomberg.com/markets/rates-bonds/government-bonds/us




Know the Rate You'll Get

This mornlng’s AgenCIeS TREASURY BENCHMARKS: 1YEAR 2YEAR 3 YEAR 5 YEAR

5.03 4.87 4.59 4.25 il
MGENCY |~ | COUPON | ~ | Maturity |-1| AMMT/ PR( v | NON CALLAB| | SETTLEMI ~ | CALLTY v |SPREAD | ~ BENCH|~ |[YTM |~
3/8/2024 25MM NON CALLABLE BULLET

REG
s | ass | samae | soww [ woncauiaeie | mec | suiier
" ars | oasaae | oww | woncauwseie | ses |
hrs | vamae | |wowcauwseie | mes | suiier
oo [woncauuse | ees |
oo [ oncaLuaie | res | suuter |
o | s voncaLiApie | mss
:
oo |
oo |
oo |

aitsi2024
812112024
9113120

1211312024
62025 |  5MM | NONCALLABLE | REG | BULLET | 048 | 2YEAR |
| FwmA | 1625 | 472055 |  5MM | NONCALLABLE | REG | BULLET | 006 | 2VEAR |
| rrcs [ 475 [ amimozs | somm [ wowcavasie | rec [ Bunter | 045 | avear |
31412025 |  26MM___ | NONCALLABLE | REG | BULLET | 045 | 2YEAR | 5020 |
| FHLB | 05 | 41412026 | SMM | NONCALLABLE | REG | BULLET | 043 | 2YEAR |
| FwmA | 0625 | 427025 |  5MM | NONCALLABLE | REG | BULLET | 003 | 2VEAR |
| o075 | 55025 | sMM | NONCALLABLE | REG | BULLET | 008 | 2YEAR |
| FwmA | 05 | 672025 |  10MM_ | NONCALLABLE | REG | BULLET | 0075 | 2VEAR |
| FHiMC | 0375 | 72112025 | REFNOTE | NONCALLABLE | REG | BULLET | o044 |
s | o | wmwams | awn T wowcarvrore | sse | oorrer | ass | svenn
| FHiMc | 0375 | o3m025 | 10MM | NONCALLABLE | REG | BULLET | 041 | 3VEAR |
| ewma | 05 | 1m0z | sewce | NONcCALLABLE | me | Buuter | o007 | 860
212312026 660
| FHB | 45 | 3132026 | 50MM | NONCALLABLE | REG | BULLET | 008 [ 3YEAR | 4680 |
| FNMA | 2125 | 4/24/2026 | 10MM | NONCALLABLE | REG | BULLET | -0.05 |
| ewma | 4875 | ooamozs | swm | NONCALLABLE | me | Buiter | 041 |
SOLD | NONCALLABLE | REG | BULLET | 02 | 5YEAR |

BULLET
BULLET

Mvovcattnsie | weo | ouuier | s | sven |
| rrcs | 3a7s [ omamozs | somm | wowcaiiasie | me | BULLET |

FHLB | 45 | 302026 | 10MM__| NOWCALLABLE BULLET 5 YEAR




How To Start

5. Call the Broker



Prepare to Call the Broker

Send this in the afternoon after markets close today

Bcc... Eroker #1, Broker #2, Broker #3

Subject City of Federal Way ladder - looking for a 5-year Mar 2&2‘34

Good morning,

Please take a look and see whaf Treasury or Agency bullets you see fo* March 2025) reply tomorrow morning by email by 9:00 am?

Thanks as always,

Steve

Steve Groom
Finance Director

é Federal Way

33325 8th Ave So., Federal Way, WA 93003
Steve. Groomi@ City OfF ederal\Way.com
(253) 835-2520

Emails and ottachments sent to and from the City of Federal Way may be subject to disclosure pursuant to the Public Records Act (RCW 42.56)

Tomorrow morning, you'll get three emails before 9:00 am




Prepare to Call the Broker

Know

1. The dollar amount

ne maturity date

2.
3. The options you (don't) want
4. The rate (ish)

“I'm looking to fill June 2027 with $1 million,
a [reasury or an Agency, nhon-callable, what
do you see?



How To Start

6. Safekeeping Transmittal



Broker Sends Trade Ticket

1 <G0> to send to VCON & MSG ,View other options un

|[FFCB 3 % 01/18/29 Corp | Send (VCON) | Settings

01/25/2024 10:26:05 Trade Date [ 01/25/24]0]10:26:05]
Trade Information

Trader JASON KLINGHOFFER

At MISCHLER FINANCIAL GROUP INC

der Settings
D i

CUSIP
ISIN

3133EPWE4
US3133EPWB49

1000]M[~] of FFCB 3 % 01/18/29

I
[99.250000000(

Yield |

01/26/24|2| (T+1 for calendar 'US")

Price 4,042667|

Settlement |

FED FARM CREDIT
01/18/24

Issuer
Dated

Notes MFG Sells to City of Federal Way

Trade Numbers
View Amounts in

Principal
Accrued

usb 992,500.00

8days ) 861.11

Total usD 993,361.11

SH 3731068 FST

GMT—-8:00 HSZT7-5866— 172 Z5—Jan—2024 10:27:2(




Authorize Your Safekeeper

é Federal Way FINANCE DEPARTMENT é Federal Way FINANCE DEPARTMENT

TO: us Safekeeping Department
Ayn: Cathy Maier 1(800) 236-4221
ia safekeepingclearancetrades@usbank.com

1 <60> to send to VCON & MSG ,View other options under Settings )
FRCE 3.7 O1/16/% Coro I TSereeonyr | N

FROM: 01/25/2024 10:26:05 Trade Date [ 01/25/24/c[10:26:05
Fﬂ;zmmﬂhﬁh | oy e v i —
rader cusip 3133EPWB4
DATE:  January 25, 2024 At MISCHLER FINANCIAL GROUP INC 151 T o
RE: City of Federal Way — Trade Confirmation 1000[M]- pf FFCB 3 & 01/18/29 Issuer D_FARM CREDIT
pated | 01/18/24 |
. 98, Teld 0426671
Transaction type: Purchase (in to custody) O Sale (out of custody)
01/2 (T+1 for CW‘
Customer Name: City of Federal Way Safekeeping Account # 83100 ‘ Mo e Sl T et Pl oy

Broker Name: Mischler Financial Greup 7 Jason Klin Trade NiibiE
View Amounts in

Settlement Date: 01/26,/2024 Principal usp

Accrued ( 8days )

952,500.00
Security Description: FFCB™ WSEPWS“// Total T

Maturity Date: 01/18/2029 — Issue Date: OI/IB/ZDV
/
Par/Face: $1,000,000.00— Price: § 99.250.0000—
[FFCB 3 % 01/18/29 Corp | Export | Settings | Cosh Flow Analysis
Net Amount: $993,361.1 _— 99.140/99.172 4,067/4.060 BVAL@ 0B:15 ]

BBID ZF3376711

] Distr: 4>E‘J \nalysis

- - - Setlement | 01/26/24]c] Issue 01/19/2024 Maturity  01/18/2029

== Delivery Instructions ‘L‘Eg‘:? of security) = to o1/18/90 ] @ [ Face Amt [ T0008 -]
- | Payment Date| Interest| Principal| Total
Deliver to: Account # 07/18/2024 19,375.00 0.00) 19,375.00
01/18/2025 19,375.00 0.00 19,375.00|
Additional instructions: 07/18/2025 19,375.00 0.00 19,375.00
Trade ticket is attached 01/18/202 19,375.00 0.00 19,375.00
. 07/18/202 18,375.00 0.00 19,375.00
Delivery vs. Payment 01/18/2027 19,375.00 0.00 19,375.00
07/18/2027 19,375.00 0.00 19,375.00
01/18/2028 19,375.00 0.00 19,375.00
07/18/2028 19,375.00 0.00 19,375.00
01/18/2029 19,375.00 1,000,000.00) 1,019,375.00




Custody Transaction

Brokerage
Account

11

lnvestments



How To Start

/. Write up your Rationale doc



Document Rationale

é, Federal Way

Staff Review of Investment Rationale

FINANCE

Date: January 25, 2024

Investment # 2024-082 is a 5-year Federal Farm Credit Bank (FFCB), face value
$1,000,000, maturing January 18, 2029, purchased at 99.25 (discount) to yield
4.04%. This trade settles January 26, 2024 with Mischler Financial Group, US Bank
Safekeeping, reducing the city’s position in LGIP.

Liquidity: At December 315 month-end, total city cash was $111.3 million, checking
account balance was $7.5 million (target minimum is $8 Million), investment portfolio was
$62.0 million (target is $65 million for Treasuries and Agencies). State LGIP investment
pool balance was $41.7 million (target minimum is $20 million, excluding unspent ARPA
and property acquisition of $8 million is in-process).

Safety: This purchase is a debt issue of a government-sponsored enterprise (GSE), that
carries an explicit Federal guarantee, equivalent to Aaa/AA+ rating by Moody's and S&P.

Yield. Yield is 4.04%. This investment is 1 basis point over the 5-year benchmark.
Comparable yields evaluated at time of purchase were:

4 [ 431% ] Bloomber .com

Callability. This investment is not callable (a bullet).

Diversification. This purchase puts this issuer at 3.8% of total portfolio.
This purchase adds a maturity date previously not covered to city's laddered portfolio.

Outlook. The yield curve is currently completely inverted, with peak yield around 5.54%
at 1 month then downward sloping to 2-year at 4.31, the 5-year at 4.03%. The Federal
Reserve Bank last executed no change in rate as uncertainty remains over inflation,
money supply and Fed moves.

Staff review:

Deputy Finance Director:

a

Finance Director: /JI.' .




How To Start

8. Update your spreadsheet



Update Your Spreadsheet

Cusip
State Pool

Feb-24 3135GOV34
Feb-24 3130AV4V1
Mar-24 3130AB3H7
Apr-24 9128286R6
May-24 912828WJ5
May-24 912828XT2
Jun-24 3130AV7F3
Jun-24 9128 i

B
dar-2o 3ZLb

Apr-28 91282CHA2
May-28 9128284N7
Jun-28 91282CCE9
Jul-28 91282CCRO
Aug-28 9128284V9
Sep-28 91282CJAQ
Oct-28 91282CDF5
Nov-28 91282CDL2
Dec-28 3130AXQK7
Jan-29 3133EPW84

Issuer
LGIP

FNMA
FHLB
FHLB

US TREAS
US TREAS
US TREAS
FHLB

DCA

US TREAS
US TREAS
US TREAS
US TREAS
US TREAS
US TREAS
US TREAS
US TREAS
US TREAS
FHLB

2021-011
2023-057
2021-010
2021-008
2023-060
2021-007
2023-061

2023-073
2023-074
2023-076
2023-075
2023-077
2023-078
2023-079
2024-080
2024-081
2024-083
2024-082

Settle

12/16/21
2/27/23
12/7/21
11/24/21
3/2/23
11/17/21
3/8/23

9/20/23
10/12/23
11/29/23
11/14/23
12/8/23
12/14/23
12/22/23
1/11/24
1/19/24
2/5/24
1/26/24

Face Value
33,342,604

1,000,000
1,000,000
1,000,000
1,000,000
1,000,000
1,000,000
1,000,000

1,000,000
1,000,000
1,000,000
1,000,000
1,000,000
1,000,000
1,000,000
1,000,000
1,000,000
1,000,000
1,000,000
65,000,000

98,342,604

103.7530
99.8989
103.6546
103.6094
96.9390
103.2227
99.8260

86.7080
95.5547
94.0313
86.0216
86.8477
94.3867
103.1680
88.7109
88.8396
103.0800
99.2500

Cost
33,342,604

1,037,530
998,989
1,036,546
1,036,094
969,390
1,032,227
998 260

ypas)y
867,080
955,547
940,313
860,216
868,477
943,867
1,031,680
887,109
888,396
1,030,800

62,712,493
96,055,097

Market
33,342,604

999,670
999,517
996,865
992,422
991,914
989,180

QQQ A

Q q
2

893,945
978,906
954,531
890,078
876,406
952,383
1,025,352
891,289
895,156
1,030,800
992,183
63,694,965
97,037,569

Maturity DTM

2/1/24 1

2/5/24
2/27/24
3/8/24
4/30/24
5/15/24
5/31/24

2/15/28
3/31/28
4/30/28
5/15/28
6/1/28
7/31/28
8/15/28
9/30/28
10/31/28
11/30/28
12/8/28

Avg. Yield

YTM

0.726%
5.230%
0.736%
0.750%
5.150%
0.715%

4.480%
4.530%
4.590%
4.361%
4.703%
4.140%
4.210%
3.890%
3.981%
4.051%
4.041%

3.189%
3.938%

Yield $
1,799,634

7,533
52,247
7,629
7,771
49,927
7,380

41,720
39,279
43,860
41,011
40,452
35,958
39,741
40,132
35,312
35,989
41,651

2,072,705
3,872,339

Coupon
% Coupon $
5.397% 1,799,634
25,000
51,250
23,750
22,500
25,000
20,000

2.500%
5.125%
2.375%
2.250%
2.500%
2.000%

3.376%

3,319,584




5.0%

4.5%

4.0%

3.5%

3.0%

2.5%

2.0%

1.5%

1.0%

0.5%

0.0%

6.0000%

5.0000%

4.0000%

3.0000%

2.0000%

1.0000%

0.0000%

w

Updated Spreadsheet

City of Federal Way
Yield of Each Maturity Date
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630
540
450
360
270
180

90

FHLB,
$8,000,000,
8.6%

City of Federal Way

Diversification by Issuer - February, 2024 ~

FFCB,
$5,000,000,
- 5.4%

FNMA,
$2,000,000,
T 22%

FHLMC,
$2,000,000,
2.2%
TVA,
$1,000,000,
1.1%

US TREAS,
$46,000,000,
49.6%

AAPL,
$1,000,000,
1.1%

LGIP,
$27,801,772,
30.0%

Weighted Average Maturity Days
(City Investment Policy Maximum is 900 Days)

Aug-20
Oct-20
Dec-20
Feb-21
Apr-21
Aug-21
Oct-21
Dec-21
Feh-22
Apr-22
Jun-22
Aug-22
Oct-22
Dec-22
Feb-23
Apr-23
Jun-23
Aug-23
Oct-23
Dec-23
Feb-24

==L GIP WAM =0==F\V WAM




How To Start

9. Journalize the transaction



Journal Entry

1 <G0> to send to VCON & MSG ,View other options under Settings
FFCB 3 % 01/18/29 Corp Send (VCON) | Settings * Ticket
01/25/2024 10:26:05 Trade Date [ 01/25/24]2[10:26:05

Trade Information
Trader JASON KLINGHOFFER 3133EPW84

At MISCHLER FINANCIAL GROUP INC US3133EPW849

DEEI [ 1000]M[+] of FFCB 3 % 01/18/29 Issuer FED FARM CREDIT
Dated 01/18/24

99.250000000(  Yield 4.042667

01/26/24|| (T+1 for calendar 'US")

Notes MFG Sells to City of Federal Wa

Trade Numbers
View Amounts in

Principal usD 992,500.00
Accrued 8days ) 861.11
Total usb 993,361.11

€8 P3T GMTI-B8:00

Investments $992.500.00
Interest Revenue 861.11
Cash (993,361.11)



Q: Why net the Debits to Investments $1,000,000 and
Discount S7,5007

Al: Because the Credit to Discount goes to Investments
A2: Ditto for Premiums

A3: Your year-end mark-to-market is going to adjust
Investments to fair market value

Q: What’s the Debit to Interest Revenue about?

A: Your coupon payment will be for a full six months
(180 days) and you didn’t own the asset for the full six
months. You're left with the net.

Investments $992.500.00
Interest Revenue 861.11
Cash (993,361.11)



How To Start

10. Reporting



Monthly Reporting

poF  RCW 35.39.032

Approval of legislative authority—Delegation of authority—Reports.

No investment shall be made without the approval of the legislative authority of the city or town expressed by
ordinance: PROVIDED, That except as otherwise provided by law, the legislative authority may by ordinance
authorize a city official or a committee composed of several city officials to determine the amount of money
available in each fund for investment purposes and make the investments authorized as indicated in RCW
35.39.030 as now or hereafter amended and the provisions of RCW 35.39.034 without the copnsent of the legislative
authority for each investment| The responsible official or committee shall make a monthly report pf all investment
transactions to the city legislative authority. The legislative authority of a city or town or city official or committee

authorized to invest city or town funds may at any time convert any of its investment securities, or any part thereof,
into cash.

[1969 ex.s.c33§2]

XIV. Reporting
Monthly Reports

The Finance Director shall make a monthly report of all investment transactions to the city council
via FEDRAC. (RCW 35.39.032)




Monthly Reporting

A Federal Way

FINANCE DEPARTMENT

Monthly Treasury Positions and Activity

This monthly report of all investment transactions to the city council via FEDRAC complies with RCW

35.39.032. The following pages provide a summary of the current investment portfolio holdings and
the individual transactions and activity during the month.

Portfolio Yield: The City’s total annualized vield was 4 0%. The City’s position in LGIP was $41 8§
million earning a 5.4% vield and the laddered portfolio was $62 million earning a 3.0% vield.
Annual
Face Value Cost Yield % Yield 5
City Portfolio: 62,000,000 59,989,857 3.042% 1,886,121
State Investment Pool 41,750,976 41,750,976 5.397% 2,253,467
Total: $103,750,976 S101,740,833 3.990% 54,139,588

Interest Revenue Compared to Budget and Prior Year
Year-to-date interest revenue through December of $3,799.000 exceeds budget of $1.800.000 by

1,999,000 or 111% and exceeds prior vear by $2,370,000. Accrual basis interest for the month was
$336,000, level with prior month.

City of Federal Way - Investment Revenue

54,000,000 Current Year Actual vs. Budget and Prior Year
$3,500,000 == Budget Cumulative
$3,000,000 —— Prior Year Cumulative
$2,500,000 =0== Actual cumulative
52,000,000
$1,500,000
51,000,000

$500,000

S0
AR R R B A

A Federal Way

Cash Balance and Investment Positions:

The City’s cash balance trend 1s shown below:
. Total cash decreased to 111.3 million from $120.1 million.
. Laddered investments increased to $62 million from $60.0 million.
. The LGIP Investment Pool position increased from $39.0 million to $41.8 million.

City of Federal Way
Cash and Investments - Historical Trend
$140,000,000
$120,000,000
$100,000,000
$80,000,000

$60,000,000

$40,000,000

$20,000,000 i

$0 i SEEEEECETE L

2222222288337 783958583323
¢ 5 £ & £ 5 5 2 8 & ¢ 35 5 &8 55 % 3
(=] = ] i o = = w o = o (=] == = W o = = i o
B Investments (yield) B LGIP (liguidity) Checking (safety)

Benchmark and Portfolio

Weighted Average Matunity (WAM) of the City's

portfolio, including position in LGIP. is 490 days, eighted puerage Miaturity Davs
an indicator of the portfolio’s exposure to

reinvestment risk as well as rate volatility. The
portfolio 1s within the City's Investment Policy
limit of 2.5 years or 900 days. The LGIP State Pool
WAM was 16 days in December. The City’s
average matunity increased i part due to the
decrease in cash balance at the LGIP and extending eLePwan T AN
ladder out two months with purchases.

Partfolio Average Yield

City Portfolio vs Benchmark vs. State Poal

Average Yield of the City’s portfolio was 4.0%, .
compared to 4.5% for the 2-year Constant Maturity
Treasury index and 5.4% for the LGIP.




Monthly Reporting

A Federal Way I A Federal Way

The following city portfolio summary 1s provided by our third-party custodian, US Bank, and The maturity distribution of the laddered portion of the portfolio shows that $1-2 million will mature
summarizes both the ending position and the activity within the month: each month for the next 57 months, mitigating reinvestment (interest rate) risk, as follows:

BEbank City of Federal Way

Investment Portfolic Maturity Distribution - Decermber 31, 2023

FINANCE

ARTMENT

$2,500,000
Acct Name:  CITY OF FEDERAL WAY SUMMARY - USD Page 1
Aset Number: JO00000M033 For paried 1200172023 - 12312023
ACTIVITY - Sottled/Cleared Cash Acti $2,000,000
Transaction Type Amount Your Sales Representative is: SAFEKEEPING OPERATIONS
Purchases 0.00 {800) 2364221
Purchase Reversals 000
Sale. om ! 1 500
- S s conen $1500000
Withdrawals. 0.00 Y « Setfied/Cleared Cash Activity
Recoigts (2.B67.497 57) “Activity - Projected Activity for Next Statement Penod
Delrvariss 000 *Holdings
Principal Reversals 000
Interest STITS.00 $1,000,000
Intarest Revarsais oM
Intarost Adfosimenss 000
Maturtes 1000 00.00
Caity. 0.00
Puts 00g 0
Paydowns 000 N
Paydown Adustments 0.00
Py L1
Payup Adustments 000
Cash Dividenas. 0.00
Balance Cranges 000 50
Sioek Dwdenscs 000 P - "
Closeouts 0.00 ¥ & ¥
Cosooul Dividends 0.00 N N - ® A b
Mt Acthvity (1.809,722.5T)
HOLDINGS - Custody
Category Par/Shares Original Face Principal Cost Mariet Value - H : ; - : : . its N P .
s = Sraua Pace rincion Loat e and the diversification distribution partially mitigating credit risk, as follows:
US Government Agency Securites 17 000,000 00000 17.000.000 00000 17.014,901.00 16.791.450.21
Corpounis Sacuress 1,000,060 00000 1 000,000 0000 54320000 asa 317 1 )
ot Custody Hotdings e 000,000 00000 E5.000,000 00008 T Cr City of Federal Way

Diversification by Issuer - December 31, 2023

Market Value is currently below both Original Face Value, the value we’ll receive at maturity, and

US TREAS,

Principal Cost, what we paid. This s partially due to purchasing at discounts and also because rates have $44,000,000, 5&,;;;%00,
risen. so the investments purchased in the past, at lower rates, aren’t as desirable on the secondary 424% 7.7%
market, to those who trade actively. This is an unrealized change in market value, since all investments cres
will be held to maturity, recerving full value. All investments are bullets, or uncallable, therefore full 3,000,000,
face value will be realized at maturity, received in cash. i
53,000,000,
Maturities: During the month, the following investment matured: 2%
* 2022-014 FFCB $1.000.000. matured December 2023, yielding 0.89% FHLMC,
$2,000,000,
Purchases: During the month, the following investments were purchased, maximizing yield at the time lng,:
of purchase for the maturity date being filled, having first assured safety and liquidity of the entire $1,000,000,
portfolio (see addendum for complete rationale): _l_m
*  2023-077 US Treasury $1,000,000, matures July 2028, yielding 4.14% 51’;&;:0&
*  2023-078 US Treasury $1,000,000, matures August 2028, yielding 4.21% LGP, 1.0%

541,750,976,

e 2023-079 US Treasury $1,000,000, matures September 2028, vielding 3.89% 02N




Monthly Reporting

A Federal Way é Federal\Way

FINANCE
Staff Review of Investment Rationale
Safekeeping Report Detail
This monthly safekeeping report of all investment transactions held in safekeeping by US Bank lists Date: January 25, 2024
securities by maturity date, first obligations of the US Treasury, then US Government Agency
Securities.. and Corporate Securities last. Investment # 2024-082 is a 5-year Federal Farm Credit Bank (FFCB), face value
s G OF FEOERAL AT HOLDINGS AS OF 123172023 - USD Page 5 $1,000,000, maturing January 18, 2029, purchased at 99.25 (discount) to yield
cm:m 4.04%. This trade settles January 26, 2024 with Mischler Financial Group, US Bank
Moty ey T i T Safekeeping, reducing the city's position in LGIP.
F——
o s e o b iipir b a0 Liquidity: At December 31f‘ .month-end, .to_tal city cash.vyas $11 1.3 million, chgcking
] 22:0 U Tiomey o seo0uoose o wnsersa account balance was $7.5 million (target minimum is $8 Million), investment portfolio was
s sy . s TRERSLRY HOTES R w00 - $62.0 million (target is $65 million for Treasuries and Agencies). State LGIP investment
i il aiomae . A . o )
S - [ o S — pool balance was $41.7 million (target minimum is $20 million, excluding unspent ARPA
ez ez R and property acquisition of $8 million is in-process).
[ — 200 s ERsURY NaTE pp— p— -
e P tanoamais
. o2 TS NOTE A et i s Safety: This purchase is a debt issue of a government-sponsored enterprise (GSE), that
s e = T e weosnce 10 oonse carries an explicit Federal guarantee, equivalent to Aaa/AA+ rating by Moody's and S&P.
R+ i1 Siaancomn ez Vom0 50 e s . . 3 L , 3 i
oaven  poeene s [ — i S - Yield. Yield is 4.04%. This investment is 1 basis point over the 5-year benchmark.
. i e e Comparable yields evaluated at time of purchase were;
L &% bt Viooamn e o
e s a5 rscusezs ety e e LGIP current 30-day vield | 5.43% WWW.SECUTeaccess. wa.gov
= a,
Aeet Name:  CITY OF FEDERAL WAY HOLDINGS AS OF 12/31/2023 - USD Page L] 2 year Treas.ury 4-31 /n - Bloomb.erg Com
cct amber: 10000001333 Same maturity Agency None available Broker live inquiry
cusroo Y - . . - N 5-year Treasury 4.03% Bloomberg.com
" e Meowe ™ vt Facn et e
oz serto Fy ysTRaASuRY woTE 1o e 4057656 Callabﬂity. This investment is not callable (a bullet)
IO ;:;g.m;s :_3? L;;Ym-;;rpmm 1:;%:; U3 M4 00 038,308 44
A 1000, . g - - . . 0, .
P — = - - — I Diversification. This purchase puts this issuer at 3.8% of total portfolio.
I G i) S e brovetd e e This purchase adds a maturity date previously not covered to city's laddered portfolio.
RS < i oz bt s s
s Ay b U3 TREASURY NOTE Lo waziaTs w531 Outlook. The yield curve is currently completely inverted, with peak yield around 5.54%
o s 2 us eRsuRY ore oo seamon st at 1 month then downward sloping to 2-year at 4.31, the 5-year at 4.03%. The Federal
. o S — — I Reserve Bank last executed no change in rate as uncertainty remains over inflation,
e e e S money supply and Fed moves.
M2TIENT e TS5 NOTE 2028 1,000,000.00
0L e e Prissecss tasanozs {omomno eners e Staff review:

T TS —— Joon0000 a0 e
e w A b
R — us. TeAsURY NOTES oo 0000 w20 saazeane
Ee oz Vieore ok s M&"‘ { 2502 4{
Deputy Finance Director: Date

Finance Director: /M/ Date /‘ 2/ {)4




Goals, revisited

v Update policy, set up safekeeping,
qualify brokers, know your cash history

v Invest 20 minutes per month

v Gain credibility with earned revenue and
credible reporting

v’ Teach others on your team



20 Minutes a Month?

1. Decide how much you can invest
2. Confirm funds available

3. Choose maturity date

4. Check rates

5. Call the broker, execute the trade
6. Alert safekeeper

/. Record rationale

8. Update spreadsheet

9. Journal entry

10.Update monthly report




Don't neglect to do good
because of fear of risk

Some of your value
comes from
what others are afraid of



Thank You

Please provide feedback
to the conference organizers

Steve.Groom@CityOfFederal\Way.com
Chase.Donnelly@CityOfFederal\WWay.com



Questions You Might Be Thinking?

1. How do you find your brokers?
2. How do you choose safekeeping?
3. What questions do you get from auditors?

4. How hard is year-end accounting?
» Market Value adjustment

* Interest accrual
« ACFR notes and tables

5. Why we NEVER buy a 12/31 maturity?
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