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DISCUSSION
With the second quarter of the fiscal year complete, interest earnings for the General Fund is
$57,079, or 64.72% of forecasted General Fund interest revenues per the FY 2018-19 adopted
budget of $88,200. City-wide investment earnings solely attributable to pooled investments
(i.e. not related to cash with fiscal agents such as bond proceeds) through the second quarter
of FY 2018-19 totaled $135,364.
Only a small proportion (0.16%) of the current City Investment Portfolio is invested in Local
Agency Investment Funds (LAIF), with no funds having yet been invested in the newly
established CAMP account. The Investment Portfolio’s unusually small share of liquid
externally investment pools (i.e. LAIF and CAMP) is due to the first installment of property
taxes being received from the County just shortly prior to the quarter’s end. Furthermore, at
the time the first installment of property taxes was received in mid-December, staff was still
finalizing the account set-up resulting in CAMP not being available for investment of excess
liquidity until January 2019.
At December 31, 2018 the LAIF quarterly apportionment rate was 2.40%, which is a
noteworthy increase from a rate of 2.16% in just the preceding quarter. Comparatively, the
CAMP apportionment rate for the month ended December 31, 2018 was 2.46%. Similar to the
prior quarter, the apportionment rates of LAIF and CAMP both exceed the quarterly weighted
average yield to maturity for the City’s two non-governmental investment accounts with UBS
and Morgan Stanley, which is an unusual trend first observed in the previous quarter. This
phenomenon is due to the external UBS and Morgan Stanley accounts being composed nearly
entirely of fixed-income securities, such as certificates of deposit and government agency
notes purchased in previously during a period of rising interest rates. Nevertheless, an
advantage with these accounts is that proceeds of matured securities can be used to purchase
new two to five year low risk fixed income investment instruments currently yielding between
2.65% to 3.20%, beating both LAIF and CAMP.
This reporting quarter, investments in certificates of deposit comprised approximately 82.82%
of the portfolio and were the second highest yielding investment type (after LAIF and CAMP
deposits) with a collective weighted average interest rate of 2.12%. Federal Agency Notes,
authorized by the revised April 21, 2015 Investment Policy, were the third highest yielding
investment type making up approximately 7.35% of the portfolio with a weighted average
interest rate of 1.94%. As discussed previously, at December 31, 2018 a higher than usual
proportion of the Investment Portfolio (9.68%) was made up of non CAMP or LAIF cash
deposits and low interest bearing money market mutual funds that are liquid and available for
normal operating cash flow purposes.
The market value of the total investment portfolio was approximately $12,070,663, which is
$181,493 lower than total carrying value as of December 31, 2018. Currently, the cost of
securities in the Investment Portfolio exceeds the estimated market value due to the City’s
heavy investment in two to five year fixed income securities during a period of rising interest
rates. The relatively marginal difference (-1.48%) demonstrates how the cautious nature of the
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City’s investment strategy mitigates the risk of the City incurring large unrealized losses in
market declines. Simultaneously, given less risk being incurred, more predictable and modest
investment returns will be realized following this same strategy.
The City of Clayton Investment Portfolio was managed in accordance with the City’s
Investment Policy. Furthermore, the City’s cash management program provides sufficient
liquidity to meet the next six month’s expenditures. The attached City of Clayton Investment
Holdings Summary – Second Quarter of Fiscal Year 2018-19 (Attachment 1) provides
additional analysis and the specific investment reporting criteria required by California
Government Code section 53646.
FISCAL IMPACT
The acceptance of this report has no direct fiscal impact to the City of Clayton.
Attachments:

1.

City of Clayton Investment Holdings Summary – Second Quarter of Fiscal Year 2018-19
(October 1, 2018 – December 31, 2018) [2 pp.]

