
(Back to Agenda) 

Agenda Item 8.a Page 1 of 3 November 21, 2023 

Agenda Item 8.a  

 
 

STAFF REPORT  
 
TO:  Honorable Mayor and Councilmembers 
 
FROM: Prapti Aryal, Finance Director 
 
DATE: November 21, 2023 
 
SUBJECT: Accept the Quarterly Financial Reports on the City’s Investment 

Portfolio for the Period Ending September 30, 2023 
 

RECOMMENDATION 

Staff recommends the City Council accept the City Investment Portfolio Report for the first 
quarter of the fiscal year 2023-2024 ending September 30, 2023. 
 
BACKGROUND 

All local government agencies are required to file regular financial reports with their 
legislative body on the status of their investment portfolio. One of the roles of the City’s 
Finance Department is to manage investments in the City’s Funds to ensure that cash flow 
needs are met.  
 
This report includes: 

1. The type of investment, issuer, date of maturity, and par and dollar amount 
invested on all securities, investments and funds held by the City; 

2. A current market value as of the date of the report; 
3. A stated compliance of the portfolio to the statement of the City’s adopted 

investment policy, or manner in which the portfolio is not in compliance; and 
4. A statement denoting the ability of the local agency to meet its pool’s expenditure 

requirements for the next six months or provide an explanation as to why sufficient 
money may or may not be available.  

 
The attached quarterly reports were prepared by UBS Financial Services, with a revised 
format that provides enhanced reporting with more analysis, better graphics, and an 
expanded analysis of the City’s Investment Portfolio. UBS Financial Services is a Warren, 
New Jersey based firm with municipal clients throughout California and the United States. 
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DISCUSSION 

The quarterly financial reports summarize the status of pooled treasury investments as of 
September 30, 2023. For the most recent quarter, the City-held treasury investments 
consisted of investments with a book value of $14.5 million. The largest amount of the City’s 
portfolio continues to be CDs followed by government securities and 100% liquid 
investments, including money markets, and pooled investment funds. The staff has been 
focusing on prioritizing the portfolio diversification by investing in US Treasury Bills and other 
investments like medium term notes (“corporate bonds”) and municipal bonds to balance the 
portfolio.  
 
The City’s investments are held in the Local Agency Investment Fund (LAIF), the California 
Asset Management Program (CAMP), and financial broker firm UBS. The concentration in 
LAIF liquid market investment is 6.20% less than last quarter since the funds were 
transferred to CAMP, which has a higher yield. The total portfolio in LAIF and CAMP is 
12.00%. Staff continue seeking to increase portfolio returns through other higher-yielding 
investments in compliance with the City’s adopted Investment Policy. 
 
The following is a summary of performance by investment type. 
 

 
 
  
The following statements are summarized from the quarterly investment portfolio review 
provided by UBS Financial Services. For the quarter ending September 30, 2023, the return 
on the City’s portfolio is 2.09%, this is up 0.10% from the previous quarter ending June 30, 
2023, when the Yield to Maturity (YTM) was 1.99%. The investment average duration is 
1.70 years, which is 0.24 years shorter since the last quarterly financial investment review. 
The Portfolio consists of $7.8 million of Insured CDs, $2.7 million of US Treasuries and 
$702,000 of US Federal Agency Bonds. The expected Annual Cash Flow is $228,015. This 
is $23,895 higher than last quarter and should be expected to move higher as lower 
investment rates mature and funds are reinvested into higher yielding investments.  
 
It should be noted that the gain or loss within a given quarter is unrealized since the City 
intends to hold the securities to maturity. The “Book Value” represents what the City paid for 
the security whereas “Market Value” is a constantly changing amount based on the current 

Investment Type Par value Rate
Current 

Yield
Market Value

Percentage 
of Portfolio

California Asset Management Program 1,648,454.30$   5.55% 5.55% 1,648,454.30$   11.82%
Local Agency Investment Fund 25,851.34$        3.53% 3.53% 25,851.34$        0.19%
US Federal Agency Bonds 826,162.73$      n/a n/a 828,168.36$      5.94%
CDs (Insured) 8,338,817.50$   varies by holding varies by holding 7,859,616.87$   56.34%
US Treasury Notes 2,734,415.50$   varies by holding varies by holding 2,611,622.90$   18.72%
UBS Accrued Interest -$                   42,286.03$        0.30%
BoA Operating Account 933,461.18$      933,461.18$      6.69%

Total Investment 14,507,162.55$ 13,949,460.98$ 
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value. Market values fluctuate with changes in interest rates, and price has an inverse 
relationship to interest rates. Thus, while the City is required to calculate market values on 
an ongoing basis, at maturity the investment will achieve the stated “Yield to Maturity” based 
on the Book Value, or what the City paid for the security. Overall, the book value of the 
portfolio exceeds market value by $517,839 for the quarter ending September 30, 2023. 
Increasing interest rates decrease the value of the portfolio, although a loss would not be 
realized unless certain assets were to be sold prior to the maturity date. 
 
In the current quarter, staff will continue to evaluate liquidity needs and, where possible, 
continue the investment in higher yielding securities focusing on the stability of the 
investment. 
 
FISCAL IMPACTS 

The investment portfolio earned an interest return of approximately $52K for the quarter 
ending September 30, 2023. This is a steady increase in portfolio yield during the last 6 
months and is expected to increase continuously as staff are reinvesting the lower yielding 
investments and reinvesting the fund into higher yielding options. 
 
ATTACHMENTS 

1. Investment Portfolio Review from UBS 
2. Consolidated Investment Summary July 2023 through September 2023 
3. Quarterly Investment Report as of September 30, 2023 

 
 
 
 
 















































Investment Account Investment Type Institution Cost Basis Rate Current Yield Market Value Percentage of 
Portfolio

CAMP Local Agency Pool California Asset Management Program 1,648,454.30$          5.55% 5.55% 1,648,454.30$       11.82%

LAIF Local Agency Pool Local Agency Investment Fund 25,851.34$               3.53% 3.53% 25,851.34$            0.19%

UBS Financial Services Inc. Cash UBS Cash Holding/Alternatives 826,162.73$             n/a n/a 828,168.36$          
Fixed Income UBS - Certificates of Deposit 8,338,817.50$          varies by holding varies by holding 7,859,616.87$       
Fixed Income UBS - Government Securities 2,734,415.50$          varies by holding varies by holding 2,611,622.90$       
Fixed Income UBS- Accrued Interest for the quarter 42,286.03$            

Total UBS Finanical Services 11,899,395.73$        11,341,694.16$     81.31%

Bank of America Checking  (General Ledger - book value) 933,461.18               0.00% 0.00% 933,461.18            6.69%

Total Investment Portfolio 14,507,162.55          13,949,460.98       

as of 9/30/2023
Budgeted Actual 

General Fund 133,795$                                                        18,458$                   
All Other Funds 2,300$                                                            33,579$                   

 Total 136,095$                                                        52,037$                   

Budget to Actual Analysis of Interest Revenue 
7/1/2023-6/30/2024



αβ γγ      October 9, 2023 

Investment Portfolio Review 

Prepared for: 
City of Clayton 

Market Overview – August data showed a slight uptick in headline and core CPI, but 
inflation has come down sharply from its peak last June as it heads back toward the Fed’s 
2% target. At the same time, labor markets continue to cool in a healthy way, giving the Fed 
less incentive to hike further from here. As a result, we believe the US economy will likely 
avoid a recession over the next 12 months, and think a soft landing is the most likely 
outcome. 
 
Market fundamentals also now look in better shape, with second-quarter US corporate 
earnings beating expectations and management teams guiding for future earnings growth 
beyond estimates. Taking this all together, we see an environment that supports decent 
returns across classes—a supportive backdrop for investors in a well diversified portfolio. 
 
Growth has remained above-trend over the past 12 months despite aggressive rate hikes 
by the Federal Reserve and stress in the banking system. But we expect growth to slow 
from here. Households have used up a lot of the excess savings built up during the 
pandemic, and loan delinquencies are rising. New industrial policies related to computer 
chips and green energy have promoted economic activity, but the rapid pace of growth 
cannot be sustained for much longer. Resilient growth has made it difficult for the Fed to 
get inflation near its 2% target. However, supply chain issues have mostly been resolved, 
reducing inflationary pressure at the producer level, and this is now feeding through to 
retail prices. Broad disinflation has taken hold, while shelter is the main factor keeping 
inflation high. Recent data has been in a range that could allow the Fed to end its rate 
hiking cycle. 

 
Current Portfolio Observations -  Current Yield is 2.09%, this is up 0.10% from 3 months 
ago, the average duration is 1.70 years, this is 0.24 years shorter than 3 months ago. The 
Portfolio consists of $7.8 million of Insured CDs, $2.75 million if US Treasuries and 
$702,000 of US Federal Agency Bonds. Expected Annual Cash Flow is $228,015 this is 
$23,895 higher than last quarter, should be expected to move higher as lower investment 
rates mature and funds are reinvested into higher yielding investments.  
 
Portfolio Considerations  

1. Breakeven Analysis on selling some lower yielding investments and reinvesting the 
funds into higher yielding options. Thus far losses have been too high to breakeven.  

2. Based on Investment Policy, consider High Grade Corporate Bonds, yields are 
+5.75% to 6.00%and spreads are attractive based on historical averages. 

3. Bank and Credit Unions CDs in the 1yr-5yr range are also attractive options for 
excess liquidity, yields range from 5.00% to 5.80%.   
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