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STAFF REPORT CITY OF OCEANSIDE

DATE: March 7, 2007
TO: Honorable Mayor and City Councilmembers
FROM: Rosemary R. Jones, City Treasurer

SUBJECT: PRESENTATION OF TREASURER'S REPORT - QUARTER ENDED
DECEMBER 31, 2006

SYNOPSIS
The Treasurer's Report provides general information to Council regarding the status of the

City's investment portfolio. As its purpose is informational in nature, no action by Council
is required on the report.

BACKGROUND

Since 1994, the City Treasurer has been making quarterly report presentations to City
Council regarding the status of the investment portfolio. The last report was for the quarter
and fiscal year ended September 30, 2006.

ANALYSIS
The quarterly Treasurer’s report is intended to provide an awareness of the activity and

performance of the City's investment portfolio. The goal of the Treasurer’s office is to
make investments in conformance with the investment policy adopted by the City Council.

REVIEW OF QUARTER ENDED DECEMBER 31, 2006

For the quarter ended December 31, 2006, the City’'s portfolio had a book value of
$230,369,602.54 (book value is the cost of the security plus any amortization or accretion
of premiums or discounts). The average yield to maturity of the portfolio was 4.454%,
which has generated fiscal year accrued earnings of $4,647,462.02.

The following table provides a comparison of the portfolio for the quarter ended December
31, 20086, to the prior two quarters, September and June 2006.



City of Oceanside
Portfolio Comparison
December 31, 2006, September 30, 2006, and June 30, 2006

Dec 31, 2006

Sept 30, 2006

June 30, 2006

Book Value $230,369,602.54 | $222,183,674.81 $237,084,305.99
Market Value $229,345,547.20 | $220,856,098.02 | $234,206,082.39
Unrealized Gains/(Losses) | $ (1,024,055.34) | $ (1,327,576.79) |$ (2,878,223.60)
Average YTM 4.454% 4.05% 3.671%

Liquidity 0 — 6 months

32.41%

41.03%

37.51%

Average DTM

474 (1.30 years)

375 (1.03 years)

365 (1 year)

Quarterly Earnings

$2,379,681.22

$2,267,780.80

$2,007,271.87

Qrtly Capital Gains/(Losses)

$9,031.67

$ 3,736.66

$ 1,884.29

The average weighted yield to maturity of the portfolio maturity increased 40 basis points
(4.454% vs. 4.05%) as low yielding securities have been maturing and are replaced by
securities yielding above 5%. Interest earnings have also been increasing significantly
over previous reporting periods. The increase is directly correlated to the increase in yield
to maturity: the higher the portfolio is yielding, the greater the income to the City.

Bond prices finished the quarter about 15 basis points (.15%) lower as economic
indicators showed renewed signs of moderate growth. The Federal Reserve Board (the
Fed) kept interest rates unchanged at both the October 25 and December 12 Federal
Open Market Committee (FOMC) meetings held during that quarter. The market had
already priced in the expectation that the Federal Reserve Board would lower interest
rates during the first quarter of the 2007 calendar year. With economic indicators
coming in stronger than expected, they reversed that expectation causing yields to
increase (decline in price).

The Federal Reserve Board continues to be “data dependent” when considering the
future direction of monetary policy. Their major concern is keeping inflation contained,
keeping a watchful eye on indicators that still show signs of potential higher inflation.
Although the housing market has cooled, the Federal Reserve Board is still concerned
that high energy prices as well as job and wage growth have a potential to increase
inflation. The expectation is that the Federal Reserve Board will continue to hold rates
steady for the first half of calendar 2007.

FISCAL IMPACT

Fiscal year accrued earnings to date totaled $4,647,462, an increase of $1,765,936 from
the same quarter the prior year (December 2005). Of the $4.6 million in overall earnings,
$1,253,792 was earned by the General Fund.



COMMISSION/COMMITTEE REPORT

The Investment Oversight Committee reviewed the quarter end report for December 31,
2006 at its February 13, 2007, regular meeting, and concurs with its contents. The
Committee confirms that the investments are in compliance with the California State Code
and the City's adopted investment policy, and that the portfolio is managed in a
satisfactory manner.

CITY ATTORNEY’S ANALYSIS

City Attorney analysis does not apply.

RECOMMENDATION

Information only, no action required.

PREPARED BY: REVIEWED BY:

Michele C. Lund, CCMT Rosemary R. Jones, CCMT
Treasury Manager City Treasurer
Attachments: Treasurer's Quarter End Report — December 31, 2006
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