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Investment Advisory Committee Agenda
1st Quarter, Fiscal Year 2024-2025
October 16, 2024

. Welcome
II.  Minutes from April Meeting
lll.  Financial Overview of the Quarter and Year to Date
IV. Review of Earnings Trends
V. Portfolio Review
VI. Investment Advisory Committee Term Expirations
VIl. Possible Investment Policy Statement Changes
VIIl. Next Meeting: Wednesday, January 15, 2025
9:00 to 10:00 a.m.

Paulette Alexandria

Interim Treasurer, Yamhill County
503-434-7501
alexandriap@yambhillcounty.gov



LIAC Meeting Minutes

. 1st Quarter 2024-2025
’ October 15, 2024-Zoom Meeting 9:00 a.m.

Those present were:

Jim Schiotfeldt, Stacey Flier, Lindsay Berschauser, Mary Starrett, Mike Barnhart, Derrick Wharf, Carolina Rook,
Ken Huffer

Approval of Third Quarter Minutes

The Treasurer asked if everyone had read the minutes from the Third Quarter (there was no meeting in the 41
Quarter) and if someone would approve them. Jim S. moved to so approve and Stacey F. seconded it. There
was no other discussion and minutes from the Third Quarter 2024 LIAC were approved.

Summary Financial Overview

Interest rates peaked in the spring of 2024 at about 5.3% in LGIP. The new Treasurer started buying bonds in
August when she got access to the system and bought 5-year bonds. Treasurer believes the 5-year ladder is
important to maintain so the bonds purchased were to fill the slots in the ladder on the long end because
most of the existing bonds were on the short end of the ladder. The benefit of a 5-year ladder isitis a
straddle strategy that mitigates interest rate risk. The treasurer believes in maintaining the full 5-year ladder
“vith conservative bonds because no matter which way interest rates goes you have some bonds maturing and
il reinvest at the current rates. Over time this strategy will protect.

The Treasurer stated that what she was told by the finance manager was that in the summer season expenses
are higher and revenues are lower so there was a greater need to stay liquid. Therefore, no more investment
was made until tax season as bonds matured and the assets were not reinvested. The value of the Zion
portfolio is seasonally at its lowest point at the end of the 4'" Quarter.

Bond Curve and Interest Rates Cuts

Treasurer stated that the bond market anticipates two more 25 hasis point cuts anticipated by the end of the
year.

The Treasurer discussed the bond curve and how it was still inverted and asked for comment from the
members of the members of the committee with a financial background.

Stacey Flier contributed by stating that vields will likely go down and track the market, so it is wise to go
longer. She further remarked that the yield curve is not typical, and rates are hard to predict, so a balanced
view is a good idea. She anticipates the yield curve to normalize, and everything is inflation dependent. She
believes we will see the rates come down.

“im S. stated that he would like to see the ladder be filled in each year specifically 2028 as there were no 2028
vonds in the portfolio. He further stated he would like to see the ladder populated so there were bonds in
each maturity of the 5-year ladder. The Treasurer agreed and said that was her goal.



Mike Barnhart said he was building a cash flow tool and was going to share it with the Treasurer to fill in the
holes in the ladder and hopefully it would be useful going forward.

A%t Quarter Investment Balances

The Treasurer went on to present the investment balances and said she hoped it was valuable to the County
Commissioners. She presented the last @ months of aggregate {LGIP and Zion combined) balances.

She asked the county commissioners if they thought this was valuable and Mary Starrett said they usually did
not use this data when considering their financial position. Although it was good data to have, they use the
budgeting process. Ken Huffer was consulted, and he said they go through the budgeting process, and he said
yes, there are ebbs and flows in the balances not only of reserve funds, and they pay very close attention to
them in planning the next budget.

The Treasurer said she hoped she could work with the finance director in helping with that planning in aligning
the bond portfolio not only to maximize the market yield but to help the county maximize seasonal liquidity
heeds.

Treasurer Philosophy
The Treasurer stated she will populate the portfolio with conservative bonds, mostly Treasury Bills,
Government Agency bonds and Municipal Bonds and limited Corporate Bonds. The focus at this time will be

non-callable bonds. She stated municipal investing is conservative and that her philosophy is to stay on the
safe side.

LIAC Term Expirations

There have been some term expirations and some coming up shortly in the future. The by laws must be
followed. A letter will be sent out (or an email) with-in 3 months of an expiration of a member’s term asking if
they wish to renew their term.

Currently, we need to determine if Kevin Chambers and Stacey Flier wish to continue the LIAC.

Possible Investment Policy Statement Changes

There is a limit of 5 years on maturity in our IPS at this time and sometimes you purchase a 5-year bond that
does not settle for up to two weeks and you have needed some wiggle room, so | may propose that we extend
our maturity to 5.25 years.

Mike Barnhart brought up a few other phrases/paragraphs in the IPS that were not clear or could never be
quite understood, and those maybe something we need to look at in a future meeting.

Mary Starrett asked if we needed to decide on a change immediately for extending the 5-year maturity and |
said I would like to research it more.

tit Johnston asked if it took a long time to find bonds and the Treasurer said she had 4 broker dealer firms
who responded immediately if she made a request, so not very easy to find bonds.

Market Roundup




More discussion on what yields were now and Jim Schlotfeld told explained exactly what the rates were at his
institution. The Treasurer explained that Jim S. got to go to the Federal Reserve in San Francisco for the
Auarterly meeting and learn from the source about rates and market direction.

The meeting was then adjourned.
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Financial Overview

In the spring of 2024 interest rates floated yet higher peaking and then in anticipation of a Fed Funds
rate cut started to arc downward.

By the time | was appointed as the Interim Treasurer of Yamhill County in July, interest rates were lower
than in the period from April to June 2024 several basis point due to market anticipated cuts.

After | was appointed, it took several weeks for me to gain access to all the programs and sites | would
need to do my job.

We had several bonds come due or be called in the period from June through July and | started replacing
them with the following:

Federal Home Loan Bank S&P AA+ S500k Yield 3.69% 5yr. 9/28/29, no call
Federal Home Loan Bank S&P AA+ $1IM  Yield 4.10% 5 yr. no call 2 yr, 1 time call
Klamath County School District S&P AA+ S300K Yield 3.88% 5yr. 7/31/29, no call

US Treasury Bill $2M Yield 3.67% Syr. 8/31/2029, no call

In late August, our liquidity was low and it was suggested we wait until after we received our tax
proceeds to invest further. Therefore, any called, or bond maturities were swept into the LGIP.

The interest rates on LGIP were 5.30% over the late spring to late summer, but they announced in Sept.
they will be lowering to 5.15%.

We saw rates generally heading lower, but as of this writing they are ticking upwards (Oct. 5", 2024)
because of favorable reports. Markets are now pricing under 50bps of cuts through the end of the year,
and the question now isn’t whether the FOMC will cut 25 or 50 in November, it’s about whether they will
cut at all. Most of the outcome will be decided by the election.

You will observe the bond curve as of 9/30/2024 and how the short term is still outpacing the longer
bonds. We believe it is prudent currently to fill our 5-year ladder with longer bonds as our duration is
very short. This will mitigate interest risk if rates go down. If rates go up we will invest at those rates, but
none-the-less our income from investments next year should be comparable to the current year income.

Prepared by Paulette Alexandria, Yamhill Interim Treasurer, Oct. 2024
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It is the philosophy of this Treasurer that a well-structured 5-year ladder populated with quality bonds is
the best risk mitigation strategy. For the foreseeable future and based on the current rate scenario this
office will buy non-callable 4- and 5-year bonds to populate our ladder.

If rates start to go up due to an exogenous shock, we will adjust accordingly.

From US Treasuryyieldcurve.com

I 'recest Rate 930:2024

sY
[l interes! Reta 930/2024: 3.658
W Fed Funds Upper Target 5

W Fed Funds Lower Target 4.75
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Prepared by Paulette Alexandria, Yamhill Interim Treasurer, Oct. 2024
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