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AGENDA

City of Texarkana, Texas
Regular Meeting of the Investment Committee
Wednesday, November 4, 2015 at 2:00 P.M.
Municipal Building, 220 Texas Blvd., Texarkana, TX 75501

COMMITTEE MEMBERS

Council Member (appointed by the Mayor) Bob Bruggeman, Mayor
City CEO/Manager John Whitson (or designee)

City CFO/Finance Director Charles L. Bassett, Jr.

City Assistant CFO Kiristin Peeples

City Controller Jodie Lee

WU Finance Director Jim Cornelius

WU Accounting/Human Resources Manager Paula Jeans

OTHER ATTENDEES

Investment Advisor - Valley View Consulting — Dick Long & Bill Koch via
conference call

A. CALL TO ORDER (General Comments)

B. MINUTES

1.

Consider approval of the minutes of the Investment Committee meeting on August 5,
2015.

C. NEW BUSINESS

1.

DU E W

Receive a presentation of the Quarterly Investment Report for the period ending
September 30, 2015, and take action as necessary.

Review the Collateral Report for the period ending September 30, 2015.
Execute Investment Report cover page.

Discuss the market outlook and appropriate investment strategy.

Discuss annual Investment Policy presentation to council (October 2015)
Schedule the next Investment Committee meeting on



7. Other.

D. ADJOURNMENT

Attachments:
Minutes
Investment Report
Collateral Report
Market Outlook



Investment Committee Meeting
August 5, 2015

Present: Charles L. Bassett, Jr., Chief Financial Officer
Jim Cornelius, Finance Director, TWU
John Whitson, City Manager
Kristin Peeples, Assistant Chief Financial Officer
Paula Jeans, Accounting/HR Manager, TWU
Jodie Lee, Controller
Dick Long, Valley View Consulting
Bob Bruggeman, Mayor (via conference call)

e Approved the minutes from the May 04, 2015 investment committee meeting. Jim
Cornelius made the motion to approve. John Whitson seconded the motion.

e Discussed multiple CD’s maturing in the future that will be absorbed into cash.

e Dick Long presented the investment report and market outlook for the quarter
ended 6/30/15. Paula Jeans made a motion to approve the investment report.
Kristin Peeples seconded the motion.

e All funds are collateralized above the required level at all banks. Jim Cornelius
made a motion to approve the Collateral Report. John Whitson seconded the
motion.

e Dick mentioned our area banks have been very competitive with the rates they
are offering. He said rates may possibly go up by year end.

e Discussion of annual Investment Policy resulted in date change, title changes,
PFIA training updated to reflect the new law, and the broker/dealer list will also
be updated. Kristin Peeples made a motion to approve the Investment Policy.
Bob Bruggeman seconded the motion. Bob Bruggeman made a motion to
approve the broker/dealer list and Kristin Peeples seconded the motion.

e The next investment committee meeting is scheduled for November 4, 2015 at
2:00 PM.

e Paula Jeans made the motion to adjourn the meeting. Kristin Peeples seconded
the motion.
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Valicﬂ View Consulting, LLEC,

Market Outlook

October 2, 2015
Fasten your seat belts. This roller coaster ride is likely to remain wild for the rest of the year. The Federal
Open Market Committee (FOMC) is not confirming a positive economic outlook by raising the Fed Funds
Rate and is causing concerns that either the global situation is playing a huge role in their decision or that
they see signs that the domestic recovery is losing strength. The FOMC has historically based their
actions on domestic strength or weakness, but recent conditions were also considered in delaying liftoff.
Many economists are speculating that the FOMC missed an opportunity to raise rates several months
ago and now face an increasing headwind from the International Monetary Fund (IMF), the World Bank,
and others that plead the case that a U.S. rate increase would further destabilize world markets. But after
their decision to defer an increase, the U.S. markets have experienced volatility not seen since the
recovery began. Day-to-day swings in stock prices and interest rates depict a market that cannot seem to
find its compass and the uncertainty is scaring away investors looking for safety and stability.
Nervousness ramped up as the Employment numbers for September were a major disappointment and
July/August reports were adjusted downward. The market has been shocked by the Employment report
and speculation is shifting the next FOMC action into 2016.

The Employment report for September was much weaker than expected. August reported that 142,000
jobs were created (compared to
200,000 anticipated). The previous
two reports were revised downward,

Nonfarm Payrolis: Monthly and Yearly Change

450 7 1 onthly —— Yearly % e with August at +136,000 (previously
s 400 1 {20 reported at +173,000) and July
£ as04 g revised to +223,000 (previously
g 300 4 T20% ¢ reported at +245,000). Over the last
g s0q liox B three months, the average monthly
g 200 4 g gain is +167,000. The
g 07 [ 'e* ¢ Unemployment Rate remained at
£ 100+ | 5.1%. The Average Hourly Earnings

50+ Rate was flat in August. The U6 rate

0 1.2%

(or the under-employed rate)
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10.3%. This is the lowest level since

updated 10/2116 I May 2008.

The housing sector has had a good summer with realtors and homebuilders reporting optimism for the
near-term. The Housing Market Index was at a 10-year high in September and realtors report that
showings continue to increase. G 53

Housing Starts fell 3% in August, PP SICHRE SIS

but followed very strong reports for 8000 S T Venigmge e < 48
June/July. Housing Permits surged 144
3.5% in August and the number of |
issued permits is at the highest
level since 2008. Existing Home
Sales fell 4.8% in August, but the
softness follows very strong reports
during JunefJuly (July saw an
eight-year high). Supply of Existing 1500 4
Homes rose to 5.2 months in
August from July's report of 4.9 2000 e T, UL S T T R
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months. The median price of 3
Existing homes sold rose 4.7%.
New Home Sales rose 5.7% in | uPdated 92115
August after rising 5.4% in July.
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The August report was the best since February 2008. Year-over-year, the New Homes Sales are up
22.0%. Supply of New Homes has fallen to 4.7 months from the 4.9 months reported for July and the
median price rose 0.5% in August. But on the disappointing side, the S&P Case-Shiller report of home
prices in the 20 metropolitan areas saw a contraction of 0.2% in July, with twelve of the twenty cities
showing price declines. However, the Federal Housing Finance Agency (FHFA), the entity that analyzes
all domestic home prices, reported an increase of 0.6% during July.

The production side of the economy was mixed during the period. The final release of Gross Domestic
Product (GDP) for second quarter was reported at +3.7% or a dramatic improvement from the +0.6%
report for the first quarter. Business Inventories rose 0.1% in July and were on the heavy side, but most of
the build-up was in the auto sector. (When the auto companies posted that sales rose double digits in
September, it appears that the inventory build was justified). Durable Goods Orders declined 0.2% in
August after rising 1.9% in July and once again the auto and aircraft industries were skewing results. On
the less positive side, purchasing managers on both the manufacturing and service side seem less
optimistic about future production prospects. The Producer Price Index (PPI) was flat in August (following
a rise of 0.2% in July) and the Consumer Price Index fell 0.1% in August after rising 0.1% in July.

On the consumption front, Retail Sales rose 0.2% in August after rising 0.7% in July. Again the

automotive sector reports bode well

for continued improvement in the . et Sntes _

September sales numbers. 2T Monthly —— Yearly 100%

Consumers’ attitudes (as measured LT

by the Consumer Confidence and o 10% T 1 50%

Consumer Sentiment reports) show g oosx _\/\/\/\\/\—\/\’\'\'\/\" g

that consumers are upbeat and |3 . 5

seemingly unaffected by the market 5 s I O T T T ™™ g

volatility that we have seen lately. g;-“-s% :

Consumer Credit reports (credit card E o%d 4 s0%

purchases) have had the best results -

during the recovery and demonstrate ' |

a consumer that is willing to spend. T T T T Y T i

.The. critigal Holiday period will benefit g 3 & ¥ 3 3 8 zé* S 53 8 g 2

if this attitude continues. g—
——————————

When the FOMC met during
September and decided to keep the Fed Funds rate unchanged, they cited uncertainties related to global
economic conditions as one of their reasons for waiting. In the quarterly release of FOMC outlook
following adjournment of the meeting, the FOMC
acknowledged that the labor market has seen U.S. Treasury Yield Curves
“solid improvement”, but wage pressures are 2500 —— -
moving lower. They lowered their projections for
the pace of near-term growth. 2.000
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rates increased, ranging in the +/-0.07% to +/- 1.000
0.13% area in September. Certificate of Deposit
rates finished September with the 2-year between 0.500 —
0.72% and 1.00%, better than August's 0.72% to
0.85%. U.S. Treasury and Agency rates moved _——
up and down during the month. The 1-year S=5
Treasury hit a high of 0.47%, but fell back to it =
0.33% (after starting the month at 0.39%). The
two-year rose to 0.82% before falling back to — —_— —

0.64% by the end of September (after starting the 7/31/15 B/31/15 e e
month at 0.70%). As this piece is going to print, interest rates across the curve are experiencing a
significant drop following Employment reports and October is likely to be a challenging month.
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Disclaimer: This material, based on data believed to be reliable, but not independently verified, is not intended to constitute an
offer, solicitation or recommendation regarding any securities transaction or a guarantee of market conditions and is for
informational purposes only. For use by the intended recipient only.



