Quarterly Pooled Investment Fund Report
As Prescribed By
California Government Code Section 53646

For The Quarter Ended March 31, 2023

Compliance to Investment Policy

Based on the Director of Finance’s Review Group Month-End Reports, there were no items out of
compliance with the Calendar Year 2023 Investment Policy during the quarter ended
March 31, 2023.

Portfolio Statistics Quarter Ended 12/31/22 Quarter Ended 03/31/23

Average Daily Balance $5,702,415,120 $6,477,197,169
Period-End Balance $6,692,148,583 $6,665,787,524
Earned Interest Yield 3.094% 3.962%
Weighted Average Maturity 289 Days 287 Days
Duration in Years 0.707 0.710
Amortized Book Value $6,689,811,879 $6,662,957,328
Market Value $6,633,170,446 $6,633,265,301
Percent of Market to Cost 99.15% 99.55%

The earned interest yield presented above does not have any costs deducted. The investment
management costs in prior years and this year continue to be approximately 8 basis points or
0.08%. The quarterly apportionment of earnings to participating funds will be made on a cash basis
(as opposed to an accrual basis) for the first three quarters of the fiscal year. Earnings to
participating funds will be annualized over the fiscal year based on a fund’s cumulative average
daily cash balance at each quarter end and fiscal year end. At fiscal year end (fourth quarter), the
earnings of the Pool will be converted to an accrual basis for the fourth quarter earnings’ allocation.
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Portfolio Structure as of March 31, 2023

Time to Maturity

Percentage Percentage Percentage Earned
I t tD inti of Portfolio  of Portfolio  of Portfolio Interest
nvestmen escription at Cost at Cost at Market Yield at
12/31/2022 03/31/2023 03/31/2023 03/31/2023
US Agency, Treasury & Municipal Notes (USATM):
US Agency Notes 31.34% 29.55% 29.57% 3.835%
Notes/Discount Notes FFCB 11.46% 9.72% 9.77% 3.767%
Notes/Discount Notes FHLB 17.37% 17.30% 17.43% 4.321%
Notes/Discount Notes FNMA 1.48% 1.48% 1.39% 0.717%
Notes/Discount Notes FHLMC 1.04% 1.04% 0.98% 0.855%
US Treasury Notes/Discount Notes 0.79% 0.79% 0.73% 0.565%
Municipal Notes 0.55% 0.38% 0.38% 3.094%
Total USATM 32.68% 30.72% 30.68% 3.742%
Repurchase Agreements 0.00% 0.00% 0.00% 0.000%
Supranationals 12.79% 13.29% 12.78% 2.248%
Commercial Paper 27.70% 28.61% 29.03% 4.856%
Certificates of Deposit 23.91% 24.45% 24.57% 5.019%
LAIF 1.12% 1.13% 1.13% 2.831%
Bank Money Market 1.80% 1.81% 1.81% 3.850%
Money Market Accounts 0.00% 0.00% 0.00% 0.000%
POOLED INVESTMENT FUND MATURITIES AS OF MARCH 31, 2023
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! Percentages may not add up to 100% due to rounding
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Projected Cash Flow
Based upon our cash flow model projection dated April 21, 2023, summarized below, we have
sufficient cash flow to meet expenditures for the next 12 months.

Month | poilce | Matunties |Disbursements| Difference | 28 NCNVER | ¢ e Cash Flow Noeds®
Dollar amounts represented in millions
Apr 20.0 $2,062.8 $953.6 $1,109.2 $30.0 $1,079.2
May 20.0 $1,790.2 $1,177.0 $613.2 $30.0 $583.2
Jun 20.0 $1,763.2 $908.2 $855.0 $30.0 $825.0
Jul 20.0 $2,013.5 $1,212.4 $801.1 $30.0 $771.1
Aug 20.0 $1,871.7 $1,193.4 $678.3 $30.0 $648.3
Sep 20.0 $1,695.7 $903.2 $792.5 $30.0 $762.5
Oct 20.0 $1,476.3 $992.3 $484.0 $30.0 $454.0
Nov 20.0 $1,247.3 $873.7 $373.6 $30.0 $343.6
Dec 20.0 $2,240.1 $960.9 $1,279.2 $30.0 $1,249.2
Jan 20.0 $1,064.6 $1,172.3 ($107.7) $30.0 ($137.7)
Feb 20.0 $732.2 $942.0 ($209.8) $30.0 ($239.8)
Mar 20.0 $939.0 $876.7 $62.3 $30.0 $32.3

*Any excess net cash flow amounts in this column will be used to fund negative cash flow positions in later months.

Detailed Listing of Investments

A complete detailed listing of all investments for the Pooled Investment Fund as of
March 31, 2023, is contained in the back of this report. This report notes the type of investment;
name of the security; the CUSIP; the purchase date; the maturity date; the coupon and the yield;
the par value, book value and market value of each security; the pricing source for the market
value; and the duration of each security.

External third-party investment manager(s) at March 31, 2023:

Investment Firm
Local Agency Investment Fund  State Treasurer’s Office

Amount
$75,000,000.00

The Fund uses an external investment accounting system called SymPro by Emphasys Software.
The market valuations are based upon the pricing of Interactive Data Corporation (IDC).

THIS COMPLETES THE QUARTERLY REPORT REQUIREMENTS OF CALIFORNIA GOVERNMENT CODE § 53646.
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Financial Markets Commentary

On March 22, 2023, the Federal Open Market Committee (FOMC) raised the federal funds rate by
0.25% to a range of 4.75% to 5.00%, the highest overnight rate since 2007. The FOMC has raised
rates at consecutive meetings over the last year, the most aggressive pace in over 40 years. But
after a series of 0.50% and 0.75% rate hikes, the FOMC decelerated their rate hikes to two 0.25%
rate hikes to start the year, suggesting the peak federal funds rate is near. Its forecast for federal
funds rate is 5.1% at the end of 2023, 4.3% by year-end 2024, and 3.1% by the end of 2025.

The FOMC forecasts that inflation and interest rates will come down over the medium to long term
but maintains that interest rates will need to be elevated to bring down inflation expectations. The
Consumer Price Index (CPI) for March fell to 5.0% year-over-year, down from the June high of
9.1%, but well above the FOMC’s 2% target. March Core CPI, which excludes volatile food and
energy prices, accelerated in March to 5.6%, up from 5.5% from the previous month. The labor
market has remained solid and allowed the FOMC to be aggressive in tightening monetary policy.
The March unemployment rate was 3.5%, marginally up from January 2023 at 3.4%, the lowest
rate since 1969.

The massive increase in interest rates over the last year had gone fairly smoothly until March. On
Wednesday, March 8, 2023, Silicon Valley Bank (SVB) announced that they had to sell securities
at a $1.8 billion loss to cover significant client withdrawals. Two days later facing more
withdrawals, the FDIC assumed control of the bank making it the second-largest bank failure in
US history. With other regional banks with large mark-to-market losses and an unstable banking
environment, the US government intervened in two significant ways: the US Treasury made all
uninsured depositors at SVB whole and the Federal Reserve created a new lending facility to allow
banks to borrow funds against their underwater portfolios at face value. As of this writing, these
government interventions have stabilized the market after the sharp drop in yields immediately
after the SVB collapse.

With the overnight federal funds rate near the FOMC’s terminal rate forecast, the markets are
expecting one more 25 basis point rate hike in May or June and a long pause before the rates
gradually decrease. Although the yield curve is negative, yields are higher than they were post
pandemic. We should expect the yield on the Pooled Investment Fund to continue to rise over the
next few quarters before leveling off.
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Source: Bloomberg Source: Bloomberg

Portfolio Management Strategy

During the past quarter, we continued to provide adequate liquidity to meet the cash flow needs of
the Pooled Investment Fund participants. We are currently funding the cash flows for January
2024. We are purchasing five-year U. S. Treasury, U.S. Agency, and Washington Supranational
securities on a monthly basis for the “CORE” portfolio, which is composed of all securities
maturing beyond one year. This laddered structure stabilizes the yield over longer periods. Over
the next quarter, our quarterly yield should range between 4.20% and 4.40%.

Respectfully submitted, Concur,
Bernard Santo Domingo Joyce Renison
Chief Investment Officer Interim Director of Finance

Attachment  County of Sacramento Short-Term Investment Portfolio

Release Date: April 26, 2023
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