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AGENDA

City of Texarkana, Texas
Regular Meeting of the Investment Committee
Wednesday, February 10, 2016 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 Kristin Peeples

City Controller Jodie Lee

WU Finance Director Jim Cornelius

e WU Accounting/Human Resources Manager Paula Jeans

OTHER ATTENDEES

e Investment Advisor - Valley View Consulting — Tom Ross via conference call

A. CALL TO ORDER (General Comments)

B. MINUTES

1. Consider approval of the minutes of the Investment Committee meeting on
November 4, 2015.

C. NEW BUSINESS

1. Receive a presentation of the Quarterly Investment Report for the period ending

December 31, 2015, and take action as necessary. Pegcember 3t "

Review the Collateral Report for the period ending Nexember=; 2015. ¢..g

Execute Investment Report cover page.

Discuss the market outlook and appropriate investment strategy.

Schedule the next Investment Committee meeting on Wednesday, M\y / 51 AO1G, & o Fm.
Other.

LW



D. ADJOURNMENT

Attachments:
Minutes
Investment Report
Collateral Report
Market Outlook



Investment Committee Meeting
November 4, 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
Bill Koch, Valley View Consulting (via conference call)
Bob Bruggeman, Mayor (absent)

e Approved the minutes from the August 05, 2015 investment committee meeting.
John Whitson made the motion to approve. Jim Cornelius seconded the motion.

e Bill Koch presented the investment packet. He stated that the balances remain
relatively constant compared to last year.

e The collateral positions were presented and all were above the 102% required.
John Whitson made a motion to accept the report and Paula Jeans seconded.

e The investment policy presentation will be done at the next council meeting.

e Jim Cornelius made a motion to adjourn and John Whitson seconded.

e The next investment committee meeting is scheduled for February 10, 2016 at
2:00 PM.
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Valley View Consulting, L.L.C.

Market Outlook

February 5, 2016
Markets continue to whipsaw and fill investors with angst about the stability of the global economy. The
situation remains volatile as oil prices continue to decline, wreaking havoc on the economies of several
U.S. trading partners. As the economies of these partners decline, their appetite for U.S. goods also
declines. The manufacturing sector of the U.S. economy has reflected this reduced demand for product.
The price of crude oil has reached a several-year low, negatively impacting a number of countries. Brazil
and Venezuela are in the most imminent risk of shortfalls (even bankruptcy), but Russia and China are
also experiencing significant oil-related stress. The risk could bleed over to banks that have extended
credit to many oil-related companies/countries. The most important concern regarding this instability is if
and when it could cause noticeable downturn in U.S. domestic markets. Additionally, major foreign central
banks are tweaking their currency and funds rates (China continues to attempt to allow their currency to
float while Japan has lowered their funds rate to negative 0.1%), and these actions cause ripples (and
sometimes tidal waves) as the markets attempt to digest the moves. When investors grow anxious, they
become overly risk averse and pile into the safe harbor that the short-term U.S. Treasury market
represents. This migration has put significant downward pressure on interest rates available to public
sector portfolios.

The Employment report for January
Nonfarm Payrolls: Monthly and Yearly Change was moderate, showing that
350 Ionthly —— Yearly % T 24% 151,000 jobs were added. Revisions
300 4 to December (revised to +262,000
: T22% from the previously reported
g 250 1 (- § +292,000) and November (revised
- & to +280,000 from the previous report
3 Liaw 5]  of +252,000), had only a slight net
§ 150 + g reduction of 2,000 jobs to those
E séo 116% 5 previously robust results. The report
g £ lowered the three-month average to
50 + T 1.4% +231,000 versus the previous
iR ERE DD +284,000 average in December
g » o™ :,., n ,, L.. ‘, % B B e 1% although it is still a respectable
= g 3 ¢ £ Ta' Tz T g 2 g E number. The Unemployment Rate

© 1] 1) © .
5 €« 2 0 5 € 2 0 5 € 7 0 5 fell to 4.9%, the lowest level since
February 2008. Average Hourly

s 151 . |
EcoNooAv] Earnings rose 0.5% in January after

a flat reading in December. Federal
Open Market Committee (FOMC) Chair Janet Yellen cites the goal of raising the Earnings Rate
component of the Employment report as a priority. The Labor Participation Rate, a measure of the
percentage of eligible workers that hold jobs, rose to 62.7% versus the 62.6% result in December. The U6
rate (or the under-employed rate — those that are either over qualified for their job or working fewer hours
than they desire) remained unchanged at 9.9%. It is significant that the U6 number remains below 10%,
as it is also a major component of Chair Yellen's data consideration. '

The housing sector appeared stronger in recent reports. Existing Home Sales rose 14.7% in December
after falling 10.5% in November. Compared to last year, the report was 7.7% higher. New disclosure
requirements for closings have been attributed to the delay in counted sales, which may have impacted
the results in November, causing it's report to be lower and December to be the catch-up month. The net
result of November/December was slightly lower than the previous six-month trend. Prices rose 1.9%,
and remain 7.6% higher than last year. Supply fell sharply to 3.9 months from November's 5.2 months.
This decline in availability should negatively impact future reports. New Home Sales rose 10.8% in
Deccember following a rise of 4,3% in November, The prices of new homes fell an average of 2,7% in
December. Supply of new homes fell to 5.2 months compared to November's supply of 5.7 months. The
S&P Case-Shiller report of home prices in the 20 metropolitan areas and the Federal Housing Finance



Agency (FHFA), the entity that analyzes all domestic home prices, both showed increases during
November. The Housing Starts and Permits reports fell during December, but still remain higher than
reports from one-year ago (at +6.4% and +14.4%, respectively). Construction Spending, rose 0.1% during
December after declining 0.6% in November.

The production and manufacturing side of the economy remains weak. The advance release of Gross
Domestic Product (GDP) for fourth quarter showed a rise of 0.7% (lower than the third quarter result of
+2.0%), and significantly below the second quarter’s result of +3.9%. Business Inventories declined only
0.2% in November and leave little room for new production orders. Factory Orders declined again in
December and Durable Goods Orders fell a significant 5.1%. The downturn in the manufacturing sector
was evident in the release of the purchasing managers’ assessment for manufacturing, as it has fallen to
48.2 in January or below the 50-level. The 50-level is the balance point for optimism versus pessimism.
Above 50 is optimistic and below 50 is more pessimistic. The purchasing managers for the service sector
also declined in January to 53.5 from 55.8 in December. The Producer Price Index (PPI) fell 0.2% in
December (following an increase of 0.3% in November). The Consumer Price Index (CPI) fell 0.1% in
December after a flat report in November. Year-over-year CPI is +0.7%.

On the consumption front, Retail Sales fell 0.1% in December after rising 0.4% in November. Consumers’
attitudes (as measured by the Consumer Confidence and Consumer Sentiment reports) were improved.
The markets remain disappointed that consumers have not begun to use the falling gasoline prices as an
incentive to purchase other products. Despite their rising confidence (reflected in the
confidence/sentiment reports), it appears that consumers are being tight fisted with any savings that they
have experienced during recent months. One of the major measurements of consumption is the Core
Personal Consumption Expenditures (PCE) index, which was flat in December and is only up a meager
1.4% year-over-year. The Core PCE report is another of the critical components of Janet Yellen’s FOMC
considerations.

The FOMC met on January 26" and 27" and economists were eager to read the Committee’s statement
upon adjournment of the meeting. The focus of attention was mainly on how much the Committee
seemed to be concerned about global developments since their last meeting. Surprisingly, the statement
was relatively benign and only used the word “global” once in the document. The statement indicated that
the FOMC sees the labor markets improving, but exports and inventory investment have caused some
slowing in the economy. They expect inflation to remain low due to energy price declines. The Committee
maintained that it will continue to monitor economic developments and will adjust their program as
needed. The Fed Funds target range was not changed from the 0.25% to 0.50% set at the previous
meeting.

Current Government Security Investment Pool rates continued to rise during January, ranging in the +/-
0.24% to +/-0.39% area compared
U.S. Treasury Yield Curves to 0.12% to 0.29% during

2,500 December. Certificate of Deposit
rates finished January with the 2-
2.000 year between 0.80% and 1.00%,
about ten basis points lower than
S50k December. U.S. Treasury and
) Agency rates moved lower during
the month. After reaching a high of
1.000 0.70% in December, the 1-year
Treasury closed January at 0.47%.
0.500 The two-year Treasury closed
January at 0.76% or about 30
P basis points lower than the rate at

. the end of December. The flight to
& 0 @ & & <+ @
F &E & & & quality in the  short-term
——1/31/15 ——12/31/15 ——1/31/16 Treasury/Agency ~ market  was
evident throughout January,

Disclaimer: T'his 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 recipicnt only.



