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INVESTMENT POLICY AND INVESTMENT METHODOLOGY
For the Fiscal Year Ended September 30, 2020

Statutory and Policy Requirements
This Investment Officer’s Report is written in accordance with the Law of the State of Texas, and more
specifically with Chapter 2256 Public Funds Investment Act, Section 2256.023, which states that not less than
quarterly, the investment officer shall prepare and submit to the governing body and the chief executive officer

of the entity a written report of investment transactions for all funds covered by this chapter, for the preceding
reporting period, within a reasonable time after the end of the period. The report must describe in detail the

investment position of the City on the date of the report; be prepared jointly and signed by all investment
officers of the City; contain a summary statement of each pooled fund group that states the beginning market
value for the reporting period; ending market value for the reporting period; fully accrued interest for the
reporting period; state the book and market value of each separately invested asset at the end of the reporting
period by the type of asset and fund type invested. Other requirements to be in the report are maturity dates,

pooled fund groupings, and a compliance statement of the investment portfolio as it relates to the strategies in
the investment policy and relevant to provisions of the Public Funds Investment Act.

This report is prepared each quarter by the person or persons designated by the City Council as the Investment
Officers. On December 17, 2020 Resolution #4353 was passed to amend and adopt the investment policy for
the City of Carrollton. The Chief Financial Officer is responsible for establishing written procedures for the
operation of the program and these procedures shall include the explicit delegation of authority to persons who
carry out the daily investment transactions. Currently, the Chief Financial Officer has made this delegation of
authority to the City Treasurer. Investment officials have the authority to invest all City funds with the
exception of funds contributed to the Texas Municipal Retirement System (TMRS) and the deferred
compensation carrier, ICMA. These funds are managed by outside investment managers and administrators

with a monitoring process carried out by Finance and Workforce Services departments.

Under State law, the City is authorized to invest in (1) obligations, including letters of credit, of the United
States or its agencies and instrumentalities, including the Federal Home Loan Banks; (2) direct obligations of
the State or its agencies and instrumentalities; (3) collateralized mortgage obligations directly issued by a federal
agency or instrumentality of the United States, the underlying security for which is guaranteed by an agency or

instrumentality of the United States; (4) other obligations, the principal and interest of which are unconditionally
guaranteed or insured by or backed by the full faith and credit of, the State or the United States or their

respective agencies and instrumentalities, including obligations that are fully guaranteed or insured by the
Federal Deposit Insurance Corporation or by the explicit full faith and credit of the United States; (5) obligations
of states, agencies, counties, cities, and other political subdivisions of any state rated as to investment quality by
a nationally recognized investment rating firm not less than A or its equivalent; (6) bonds issued, assumed or
guaranteed by the State of Israel; (7) interest-bearing banking deposits that are guaranteed or insured by the
Federal Deposit Insurance Corporation or its successor or the National Credit Union Share Insurance Fund or its
successor; (8) interest-bearing banking deposits other than those described by clause (7) if (A) the funds

invested in the banking deposits are invested through: (i) a broker with a main office or branch office in this
State that the investing entity selects from a list the governing body or designated investment committee of the
entity adopts as required by Section 2256.025; or (ii) a depository institution with a main office or branch office
in this State that the investing entity selects; (B) the broker or depository institution selected as described by (A)
above arranges for the deposit of the funds in the banking deposits in one or more federally insured depository
institutions, regardless of where located, for the investing entity’s account; (C) the full amount of the principal
and accrued interest of the banking deposits is insured by the United States or an instrumentality of the United
States; and (D) the investing entity appoints as the entity’s custodian of the banking deposits issued for the

entity’s account: (i) the depository institution selected as described by (A) above; (ii) an entity described by
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Section 2257.041(d), Texas Government Code; or (iii) a clearing broker dealer registered with the Securities and
Exchange Commission and operating under Securities and Exchange Commission Rule 15c3-3 (17 C.F.R.
Section 240.15c3-3); (9) certificates of deposit and share certificates (i) issued by a depository institution that

has its main office or a branch office in the States, and are guaranteed or insured by the Federal Deposit
Insurance Corporation or its successor or the National Credit Union Insurance Fund or its successor, or are

secured as to principal by obligations described in the clauses (1) through (8) or in any other manner and amount
provided by law for City deposits, or (ii) where (a) the funds are invested by the City through (I) a broker that

has its main office or a branch office in the State and is selected from a list adopted by the City as required by
law or (II) a depository institution that has its main office or a branch office in the State that is selected by the
City; (b) the broker or the depository institution selected by the City arranges for the deposit of the funds in
certificates of deposit in one or more federally insured depository institutions, wherever located, for the account
of the City; (c) the full amount of the principal and accrued interest of each of the certificates of deposit is
insured by the United States or an instrumentality of the United States; and (d) the City appoints the depository
institution selected under (a) above, an entity as described by Section 2257.041(d) of the Texas Government
Code, or a clearing broker-dealer registered with the Securities and Exchange Commission and operating
pursuant to Securities and Exchange Commission Rule 15c3-3 (17 C.F.R. Section 240.15c3-3) as custodian for
the City with respect to the certificates of deposit; (10) fully collateralized repurchase agreements that have a
defined termination date, are fully secured by a combination of cash and obligations described in clause (1)
which are pledged to the City, held in the City’s name, and deposited at the time the investment is made with the
City or with a third party selected and approved by the City and are placed through a primary government

securities dealer, as defined by the Federal Reserve, or a financial institution doing business in the State; (11)
securities lending programs if (i) the securities loaned under the program are 100% collateralized, a loan made

under the program allows for termination at any time and a loan made under the program is either secured by (a)
obligations that are described in clauses (1) through (8) above, (b) irrevocable letters of credit issued by a state

or national bank that is continuously rated by a nationally recognized investment rating firm at not less than A or
its equivalent or (c) cash invested in obligations described in clauses (1) through (8) above, clauses (13) through
(15) below, or an authorized investment pool; (ii) securities held as collateral under a loan are pledged to the

City, held in the City's name and deposited at the time the investment is made with the City or a third party
designated by the City; (iii) a loan made under the program is placed through either a primary government

securities dealer or a financial institution doing business in the State; and (iv) the agreement to lend securities
has a term of one year or less; (12) certain bankers' acceptances with the remaining term of 270 days or less, if
the short-term obligations of the accepting bank or its parent are rated at least A-1 or P-1 or the equivalent by at
least one nationally recognized credit rating agency; (13) commercial paper with a stated maturity of 270 days
or less that is rated at least A-1 or P-1 or the equivalent by either (a) two nationally recognized credit rating
agencies or (b) one nationally recognized credit rating agency if the paper is fully secured by an irrevocable
letter of credit issued by a U.S. or state bank; (14) a no-load money market mutual fund registered with and
regulated by the Securities and Exchange Commission that provides the City with a prospectus and other
information required by the Securities Exchange Act of 1934 or the Investment Company Act of 1940 and
complies with federal Securities and Exchange Commission Rule 2a-7; and (15) no-load mutual funds registered
with the Securities and Exchange Commission that have an average weighted maturity of less than two years,
and have a duration of one year or more and are invested exclusively in obligations described in this paragraph
or have a duration of less than one year and the investment portfolio is limited to investment grade securities,
excluding asset-backed securities. In addition, bond proceeds may be invested in guaranteed investment
contracts that have a defined termination date and are secured by obligations, including letters of credit, of the

United States or its agencies and instrumentalities in an amount at least equal to the amount of bond proceeds
invested under such contract, other than the prohibited obligations described in the next succeeding paragraph.
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The City may invest in such obligations directly or through government investment pools that invest solely in
such obligations provided that the pools are rated no lower than AAA or AAA-m or an equivalent by at least
one nationally recognized rating service. The City may also contract with an investment management firm
registered under the Investment Advisers Act of 1940 (15 U.S.C. Section 80b-1 et seq.) or with the State

Securities Board to provide for the investment and management of its public funds or other funds under its
control for a term up to two years, but the City retains ultimate responsibility as fiduciary of its assets. In order
to renew or extend such a contract, the City must do so by order, ordinance, or resolution. The City is
specifically prohibited from investing in: (1) obligations whose payment represents the coupon payments on the
outstanding principal balance of the underlying mortgage-backed security collateral and pays no principal; (2)
obligations whose payment represents the principal stream of cash flow from the underlying mortgage-backed
security and bears no interest; (3) collateralized mortgage obligations that have a stated final maturity of greater
than 10 years; and (4) collateralized mortgage obligations the interest rate of which is determined by an index
that adjusts opposite to the changes in a market index.

Under Texas law, the City is required to invest its funds under written investment policies that primarily
emphasize safety of principal and liquidity; that address investment diversification, yield, maturity, and the
quality and capability of investment management; and that include a list of authorized investments for City
funds, the maximum allowable stated maturity of any individual investment and the maximum average dollar-
weighted maturity allowed for pooled fund groups, methods to monitor the market price of investments acquired
with public funds, a requirement for settlement of all transactions, except investment pool funds and mutual

funds, on a delivery versus payment basis, and procedures to monitor rating changes in investments acquired
with public funds and the liquidation of such investments consistent with the Public Funds Investment Act. All

City funds must be invested consistent with a formally adopted “Investment Strategy Statement” that
specifically addresses each fund's investment. Each Investment Strategy Statement will describe its objectives
concerning: (1) suitability of investment type, (2) preservation and safety of principal, (3) liquidity, (4)
marketability of each investment, (5) diversification of the portfolio, and (6) yield.

Under Texas law, the City’s investments must be made “with judgment and care, under prevailing
circumstances, that a person of prudence, discretion, and intelligence would exercise in the management of the
person's own affairs, not for speculation, but for investment considering the probable safety of capital and

probable income to be derived.” At least quarterly the City's investment officers must submit an investment
report to the City Council detailing: (1) the investment position of the City, (2) that all investment officers
jointly prepared and signed the report, (3) the beginning market value, and any additions and changes to market
value and the ending value of each pooled fund group, (4) the book value and market value of each separately
asset at the beginning and end of the reporting period, (5) the maturity date of each separately invested asset, (6)
the account or fund or pooled fund group for which each individual investment was acquired, and (7) the
compliance of the investment portfolio as it relates to: (a) adopted investment strategies and (b) Texas law. No
person may invest City funds without express written authority from the City Council.

Under Texas law, the City is additionally required to: (1) annually review its adopted policies and strategies, (2)
require any investment officers with personal business relationships or family relationships with firms seeking
to sell securities to the City to disclose the relationship and file a statement with the Texas Ethics Commission
and the City, (3) require the registered principal of firms seeking to sell securities to the City to: (a) receive and
review the City’s investment policy, (b) acknowledge that reasonable controls and procedures have been
implemented to preclude imprudent investment activities, and (c) deliver a written statement attesting to these
requirements, (4) in conjunction with its annual financial audit, perform a compliance audit of the management

controls on investments and adherence to the City’s investment policy, (5) restrict reverse repurchase
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agreements to not more than 90 days and restrict the investment of reverse repurchase agreement funds to no
greater than the term of the reverse repurchase agreement, (6) restrict the investment in non-money market
mutual funds in the aggregate to no more than 15% of the City’s monthly average fund balance, excluding bond
proceeds and reserves and other funds held for debt service, (7) require local government investment pools to
conform to the new disclosure, rating, net asset value, yield calculation, and advisory board requirements and
(8) provide specific investment training for the Treasurer, the Chief Financial Officer (if not the Treasurer) and
the Investment Officer.

Custodial Arrangements
The City’s investments are almost exclusively held in the Federal Reserve Bank or the Depository Trust
Company Book Entry System with delivery vs. payment transactions occurring through the securities clearance
department of the City’s depository bank, Frost. The bank is responsible for matching up instructions from the
City’s investment officers on an investment settlement transaction with confirmations and what is wired from
the broker dealers, before releasing the City’s designated funds for a given purchase. The bank then proceeds to
send the information to the safekeeping and vault departments, to record ownership in the City’s safekeeping
account. A safekeeping statement is provided to the City verifying ownership and custody.

Investment Accounting Methodology
The City accounts for the majority of funds on a pooled investment basis, allowing the investment officer to
purchase larger round-lot blocks of securities at higher yields. The individual funds share in higher yields
regardless of the size of each individual cash balance at the time. Investment income is allocated to the

participating funds based upon their equity percentage in the pooled fund. The percentage is based on the
individual fund’s accrued interest balance divided by the pooled fund’s accrued interest balance. Safekeeping

fees, realized gains or losses, and investment expenses are netted against interest earnings to derive a net
investment income figure to allocate to each individual fund. Pooling funds for investment purposes has
benefited the City by reducing recordkeeping, banking fees, and audit costs.

As of September 30, 2019, two pools of funds existed, as follows: Consolidated Fund, consisting of operational
funds and bond issuance money and Police Confiscated Fund, consisting of monies obtained through forfeiture
provisions under federal and state drug laws.
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September 30, 2020

                   Book Value $293,134,498                    Book Value $316,369,833
                   Market Value $294,178,402                    Market Value $317,666,369
                   Market Value vs Book Value 100.36%                    Market Value vs Book Value 100.41%

Avg. Yield To Maturity - Consolidated 0.76% Avg. Yield To Maturity - Consolidated 1.23%

Gross Rate of Return  YTD- Consolidated: 1.58% Gross Rate of Return  YTD- Consolidated: 1.82%

Benchmark YTD : 6-Mth- 1-Yr Avg. Treasury: 1.58% Benchmark YTD : 6-Mth- 1-Yr Avg. Treasury: 1.36%

Gross Investment Earnings - Consolidated: $4,337,411 Gross Investment Earnings - Consolidated: $3,685,821

Gross Rate of Return  for Quarter- Consolidated: 0.86% Gross Rate of Return  for Quarter- Consolidated: 2.01%

Benchmark YTD : 6-Mth- 1-Yr Avg. Treasury 0.89% Benchmark YTD : 6-Mth- 1-Yr Avg. Treasury: 1.88%

Gross Investment Earnings - Consolidated: $651,590 Gross Investment Earnings - Consolidated: $1,094,538

0.80                                                                Years 0.82                                                                 Years

CITY OF CARROLLTON
Quarterly Investment Report - Executive Summary

June 30, 2020September 30, 2020

Fourth Quarter and Fiscal Year Ended

Portfolio Diversification by Issuer - All Portfolios

Weighted Average Maturity - All Portfolios

Year to Date Consolidated Portfolio Yields & Earnings

Book Value - Market Value - All Portfolios

Portfolio Diversification by Investment Type - All Portfolios

Quarterly Consolidated Portfolio Yields & Earnings
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Fiscal Year 
Ended 
2016

Fiscal Year 
Ended
 2017

Fiscal Year 
Ended
 2018

Fiscal Year 
Ended 
2019

Fiscal Year 
Ended 
2020

Investment on Agencies and Pools 183,639,103$    193,314,466$    213,903,441$    243,218,203$    286,827,480$    

Cash in Interest-Bearing Bank Accounts           5,528,997           1,489,292              452,297           1,814,673           5,079,209 

Consolidated Portfolio Values 189,168,100$    194,803,758$    214,355,738$    245,032,876$    291,906,690$    

Investment on  Pools 520,508$           658,274$           813,825$           490,709$           933,388$           

Cash in Interest-Bearing Bank Accounts              206,430              255,872              268,101              229,598              294,420 

Police Portfolio Values 726,938$           914,146$           1,081,925$        720,307$           1,227,808$        

Investment on Agencies and Pools 184,159,611$    193,972,740$    214,717,266$    243,708,912$    287,760,869$    

Cash in Interest-Bearing Bank Accounts           5,735,427           1,745,164              720,398           2,044,271           5,373,629 

All Portfolio Values 189,895,038$    195,717,904$    215,437,664$    245,753,183$    293,134,498$    

Fiscal Year 
Ended 
2016

Fiscal Year 
Ended
 2017

Fiscal Year 
Ended
 2018

Fiscal Year 
Ended 
2019

Fiscal Year 
Ended 
2020

Investment Earnings 1,605,703$        2,111,908$        3,401,615$        5,187,739$        4,251,130$        

Fiscal Year 
Ended 
2016

Fiscal Year 
Ended
 2017

Fiscal Year 
Ended
 2018

Fiscal Year 
Ended 
2019

Fiscal Year 
Ended 
2020

 GROSS RATE OF RETURN 0.75% 1.05% 1.59% 2.12% 1.58%

 NET RATE OF RETURN (3) 0.65% 1.00% 1.55% 2.09% 1.55%

 BENCHMARK YIELD (4) 0.54% 0.86% 1.53% 2.33% 1.58%

 GROSS RATE OF RETURN VS. 
BENCHMARK 

0.21% 0.19% 0.06% -0.21% 0.00%

 GROSS YIELD 0.05% 0.34% 0.61% 2.23% 1.24%

 NET YIELD (1) 0.05% 0.34% 0.61% 2.23% 1.24%

NOTES:  

NET INVESTMENT EARNINGS

FIVE-YEAR COMPARISON - YIELDS, CASH AND INVESTMENT BALANCES
For the Fiscal Years Ended September 30,

CONSOLIDATED PORTFOLIO (1) (2)

POLICE PORTFOLIO (Restricted Funds) (2)

ALL PORTFOLIOS (2)

PORTFOLIO VALUES - BOOK VALUE

CONSOLIDATED PORTFOLIO

(4) Net rate of return does not include the deduction for bank analysis fees and arbitrage expenses

(5) Benchmark is calculated as a rolling average annualized yield and was not weighted by the actual portfolio balances.  A rolling average of the 1 year and 2 year T-
was used in fiscal year 2017. A rolling average of the 1 year T-note was used in fiscal year 2018 to reflect the portfolio's weighted average maturity. A rolling average 
of the 6-month and 1-year Treasury was used in fiscal year 2019 and 2020  to reflect the portfolio's weighted average maturity.

(3) Net rate of return does not include the deduction for bank analysis fees and arbitrage expenses

PORTFOLIO YIELDS

CONSOLIDATED PORTFOLIO

POLICE PORTFOLIO

(1) Consolidated Funds includes bond proceeds funds.

(2) Balances will not match the carrying value report listed in a later section of this report and in the Comprehensive Annual Financial Report by the amount of the 
balance in the cash in interest bearing bank accounts.

Summary of Cash and Investments, Investment Yields and Earnings

As of September 30, 2020, the City of Carrollton had cash and investments with an amortized book balance of $293,134,498.
Total cash and investments increased $47,381,315 from September 30, 2019. The main increase in money invested from the prior
fiscal year occurred due to sales and property taxes received during the fiscal year.

The City of Carrollton manages the investment portfolios actively to achieve relative value in the market and within set parameters
to be positioned at an optimal place on the yield curve. The City monitors the duration of the portfolios to achieve liability
matching, but also to achieve the maximum income potential, while maintaining the safety and liquidity of the portfolio. The
portfolios are relatively short-term in nature, and in a stable rate environment will achieve yields above treasury bill/notes rates of
interest.

A detail of the City's portfolios balances at book value and yield earn at the end of the last five years has been included below:
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FIVE-YEAR COMPARISON - PORTFOLIO BALANCES,  YIELD GRAPH AND NET 
INVESTMENT EARNINGS

For the Fiscal Years Ended September 30,

ALL PORTFOLIO BALANCES - BOOK VALUE

CONSOLIDATED PORTFOLIO AND BENCHMARK YIELDS
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FIVE-YEAR COMPARISON - PORTFOLIO BALANCES,  YIELD GRAPH AND NET 
INVESTMENT EARNINGS

For the Fiscal Years Ended September 30,

NET INVESTMENT EARNINGS
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MONTH

CONSOLIDATED 
PORTFOLIO AVG. 

BALANCE ($) 
LESS $60,000,000

GOVT. POOL 
RATE OF 

RETURN (%) 
(1)

NUMBER 
OF DAYS 

INVESTED

October 199,922,847 1.9115% 31 $329,076
November 192,261,973 1.6774% 30 $268,750
December 191,114,376 1.6226% 31 $267,032
January 196,209,533 1.5925% 31 $269,066
February 207,462,282 1.5908% 28 $256,691
March 217,679,816 1.0034% 31 $188,084
April 228,134,278 0.4552% 30 $86,539
May 237,916,664 0.2685% 31 $55,008

June 245,649,953 0.2165% 30 $44,319
July 247,211,160 0.2082% 31 $44,321
August 243,369,004 0.1768% 31 $37,052
September 240,963,773 0.1474% 30 $29,598

Potential interest earned from Governmental Pool - Passive Portfolio Management $1,875,536
Add:  Interest Earned in T-Note 40,000,000 1.61% 365 $652,944

           Interest Earned in T-Bills: 20,000,000 1.67% 180 $167,000
20,000,000 0.17% 180 $17,000

Total From Passive Portfolio Management $2,712,481

Total Net Investment Income Actually Earned Under Active Management (2) $4,251,130
Income Differential derived from Active Management $1,538,649

Represents approximately a variance of: 51     basis points

(1) Source for government pool rate of return is Texpool. Source for Treasury bill and note rates is the Federal Reserve Bank
Statistical Releases.
(2) This figure represents interest revenues net of gains and losses on sales, and investment expenses such as salaries, computer
charges, and supplies amounting to $86,281.

INTEREST 
EARNINGS

COMPARISONS OF ACTIVE VS. PASSIVE PORTFOLIO MANAGEMENT

Treasuries and Government Pools Passive Strategy

For the Fiscal Year Ended September 30, 2020

This example of a passive strategy considers the purchase of a treasury note with a one-year maturity for money the City will 
have in reserves, invest another pool of funds in six-month treasury bills representing money that may not be spent all at once, 
such as bond proceeds, and the rest of the funds will be invested in a liquid money market type fund managed by outside 
managers.  

The example below shows the difference in earnings that might have occured for the fiscal year in the Consolidated portfolio if 
the  passive stategy explained above had been adopted:

Assumptions:    $40,000,000 Fund Balance Reserves Invested in One-Year T-Note at 1.61%
                       $20,000,000 invested in Six-Month T-Bills at 1.67% for First Six Months, and at  0.17% for next six months
                       Balance of Funds Remaining Invested in Government Pool  
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ECONOMIC SUMMARY AND INVESTMENT STRATEGY

Fourth Quarter and Fiscal Year Ended September 30, 2020

The U.S. Economy This Quarter

The economy continued to improve during the third quarter of 2020 at slight to modest pace. The Federal Reserve
System Beige book published in October 2020 reported a mix recovery by sector. Retail sales continue to increase with
some Districts reporting a slower pace of recovery but a slight recovery in tourism activity. Manufacturing and the
residential housing market reported an increase in activity. Banking reported increased demand on mortgages but a
deterioration of the commercial real estate market, except for warehouse and industrial space where construction and
leasing activity remained stable.

Employment during the third quarter of 2020 continue to improve at a slow pace. The reactivation of the economy
reflected on job gains in the leisure and hospitality sector, in retail trade, health care and social assistance, and in
professional and business services. The number of unemployed persons fell from 17.8 million in June 2020 to 12.6
million in September 2020. The number of permanent job losers increased from 2.9 million in June 2020 to 3.8 million
in September 2020. The number of persons on temporary layoff decreased from 10.6 million in June 2020 to 4.6 million
in September 2020.

The yield on the 10-year U.S. Treasury bonds decreased to 0.68 percent in September 2020 from 0.73 percent at the end
of June 2020. The 2-year T-note yield decreased to 0.13 percent in September 2020 from 0.22 percent in June 2020. The
spread increased in September 2020 to 55 basis points from 51 basis points in June 2020

The DFW Economy This Quarter

The Dallas business-cycle indexes improved during the third quarter of 2020 while Fort Worth fell in the last quarter.
Year over year, the index fell 1.7 percent in Dallas and 18.2 percent in Fort Worth. The unemployment rate increased
from June 2020 in Dallas from 7.1 percent to 7.7 percent at the end of September 2020, and in Fort Worth from 7.4
percent in June 2020 to 7.8 percent in this quarter. Both unemployment rates are lower than the state and national rates
of 8.3 and 7.9 percent, respectively. Through September, payroll employment in DFW is down an annualized 6.3.
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ECONOMIC SUMMARY AND INVESTMENT STRATEGY

Fourth Quarter and Fiscal Year Ended September 30, 2020

Economic Outlook

The FOMC has maintained the target rate of 0.00 – 0.25 during its November 4- 5 meeting. During it’s a press
conference, Federal Reserve Chairman Jerome Powell, stated that the economy recovered at a faster pace than expected
but its pace has moderated in the last month with inconsistent recovery in all sectors. Mr. Powell recognized the benefits
of the recent vaccine progress for the medium term and emphasized that uncertainties about its efficacy, timing and
distribution are still uncertain. The risk of rising infection rates and household exhausting savings supported by federal
stimulus payments and expanded unemployment benefits could have an impact on the economy. The FOMC expects to
maintain the current target range for the next three years. The Fed will continue to increase its holdings of Treasury
securities and agency mortgage-backed securities to support the flow of credit to household and businesses.

The Fed's next meeting is December 15-16, 2020. The markets do not expect a change on the fed funds rate at this
meeting.

City of Carrollton’s Portfolio Performance This Quarter

The Consolidated Portfolio had an overall year-to-date rate of return of 1.58 percent gross and quarterly rate of return of
0.86 percent gross at the end of September 30, 2020. The gross rate of return for this quarter decreased 62 basis points
from the previous quarter as a result of a decrease on yields in the market. The rate of return of Carrollton's Consolidated
Portfolio was at 4 basis points lower than the average of the six-month -1-year rolling average yield of Treasury Bills as
result of funds received in the last quarter and reinvestment in securities and investment pools with lower yields than the
average treasury yield of the fiscal year.

The weighted average maturity (WAM) of all the portfolios at quarter end was 1.16 years, an increase from 1.01 years at
the end of last quarter. This increase in WAM is a result of investments performed in the last quarter with longer
maturities. The City’s portfolio currently has a short-term duration (refer to graph #3 of the Executive Summary) with
about 45 percent of the portfolio under one year, 14 percent from one year to two years, 26 percent from two years to
three years, and 15 percent from three to four years. The City’s portfolios are diversified at quarter-end in government
coupon agencies at 51 percent, municipal bonds at 25 percent, and government pools and bank accounts at 24 percent of
the total. Current City investments have good secondary markets and can be sold at any time should the need arise.

The book value of all combined portfolios at the end of the quarter was $293,134,498 with a market value of
$294,178,402. The difference represents an unrealized gain of $1,043,904 (100.36%) of book value for the combined
portfolios.

A detailed breakdown of income earned, yields, holdings, market sector diversification, market value, and book value by
portfolio and asset type for the City’s portfolios are contained in this investment report.
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July August September

2020 2020 2020

Real Gross Domestic Product(1) 33.1% 33.1% 33.1%

Total Unemployment Rate(2) 10.2% 8.4% 7.9%

Personal Income(1) 0.9% -2.5% 0.9%

Leading Economic Indicators(3) 2.0% 1.4% 0.7%

Producer Price Index -PPI (All Items)(5) 0.6% 0.3% 0.4%

Consumer Price Index -CPI (All Items)(5) 0.6% 0.4% 0.2%

Existing Home Sales(7) 5,280,000 5,350,000 5,870,000

Housing Inventory(7) 2.80 2.80 2.60

New Residential Sales(6) 965,000 994,000 959,000

Construction Spending (Millions)(6) $1,398,952 $1,410,438 $1,414,027

Retail Sales & Food Services Adjusted 
(Millions)(6) $535,923 $538,979 $549,256

ISM's New Order Index(4) 61.5 67.6 60.2

Industrial Production(8) 3.5% 0.4% -0.6%

Manufacturer and Trade Inventories - 
Total Business (6) 1,914,153 1,919,154 0

Durable Goods (New Orders)(6) 0.4% 1.9% 0.0%

Sources:

(1) www.bea.gov/newsreleases/

(2) www.bls.gov/cps/

(3) www.conference-board.org/

(4) www.instituteforsupplymanagement.org/

Notes:

Indicators highlighted in grey were not released at the time this report was printed

INDICATORS

INDICATORS OF ECONOMIC ACTIVITY
Fourth Quarter and Fiscal Year Ended September 30, 2020
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July August September September
2020 2020 2020 2019

T-Bills(1)
3 Months 0.13% 0.10% 0.11% 1.72%
6 Months 0.14% 0.12% 0.12% 1.69%

T-Notes(1)
1 Year 0.15% 0.13% 0.13% 1.61%
2 Years 0.15% 0.14% 0.13% 1.47%
3 Years 0.17% 0.16% 0.16% 1.42%
5 Years 0.28% 0.27% 0.27% 1.40%
10 Years 0.62% 0.65% 0.68% 1.52%
20 Years 1.09% 1.14% 1.21% 1.76%

Gov't Pool(2)
Texpool 0.21% 0.18% 0.15% 1.93%
Logic 0.42% 0.32% 0.26% 1.94%
TexasTerm 0.22% 0.16% 0.14% 1.81%
TexasClass 0.45% 0.32% 0.25% 1.93%

Comm. Paper(3)
30 Days 0.11% 0.09% 0.09% 1.79%
60 Days 0.13% 0.10% 0.11% 1.72%
90 Days 0.14% 0.12% 0.12% 1.74%

Fed. Funds Target Rate 0-0.25 0-0.25 0-0.25 1.75-2.00

Prime Rate(4) 3.25% 3.25% 3.25% 4.60%

DJIA(5) 26,428.32 28,430.05 27,781.70 26,864.27

Municipal Bonds Bloomberg Index (7)
2 Years 1.62% 0.17% 0.15% 1.13%
5 Years 1.97% 0.31% 0.29% 1.14%
10 Years 2.49% 0.81% 0.84% 1.31%
30 Years 3.06% 1.62% 1.67% 1.88%

Benchmarks (6)
3-Month Treasury Bill 1.06% 0.90% 0.75% 2.05%
6-Month Treasury Bill 1.06% 0.91% 0.76% 2.08%
1-Year Treasury Note 1.02% 0.88% 0.74% 2.08%
2-Year Treasury Note 1.00% 0.88% 0.76% 2.02%
3-Year Treasury Note 1.01% 0.90% 0.78% 2.01%
6-Month-1 Year Average Treasury 1.04% 0.89% 0.75% 2.08%
1-Year  Average T.Note 1.02% 0.88% 0.74% 2.08%

Sources:

(1) http://www.federalreserve.gov/releases/h15/data.htm  TREASURY CONSTANT MATURITIES - NOMINAL

(2) From Govermental Pools website

(3) http://www.federalreserve.gov/releases/h15/data.htm  Commercial Paper Non Financial

(4) http://www.federalreserve.gov/releases/h15/data.htm  BANK PRIME LOAN

(5) http://quotes.wsj.com/DJIA/index-historical-prices - LOW - MONTH END

(6) Benchmark is calculated as a rolling average annualized yields and were not weighted by the actual portfolio balances.

(7) http://www.bloomberg.com/markets/rates-bonds/government-bonds/us

COMPARISON OF MARKET RATES,  INDICES & BENCHMARKS
Fourth Quarter and Fiscal Year Ended September 30, 2020

INVESTMENT TYPE
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CITY OF CARROLLTON
PORTFOLIO DEFINITIONS

Consolidated Portfolio - consists of funds from all financial resources, including bond issue
proceeds, traditionally associated with government except for those required to be accounted for
in a separate portfolio.

Police Confiscated Portfolio - consists of funds obtained through forfeiture provisions under
federal and state drug laws. These monies may only be used for law enforcement activities
related to the criminal activity for which they were seized.

Combined Portfolio - Summary of all the separate portfolios which the City manages.
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AMOUNT PERCENTAGE

 FTN Financial 23,600,000 20.12%

 Hilltop Securities 600,000 0.51%

 InCapital 37,000,000 31.55%

 Oppenheimer & Co Inc 14,850,000 12.66%

 Raymond James 14,795,000 12.61%

 Vining Sparks IBG LP 3,265,000 2.78%

 Well Fargo 23,179,000 19.76%

 Total Purchases 117,289,000$          100.00%

ORIGINAL PAR VALUEBROKER / DEALER

PURCHASES  BY DEALER

PURCHASES BY DEALER

According to Section 2256.025 of the Public Funds Investment Act, the governing body of an entity
subject to this subchapter or the designated investment committee of the entity shall at least annually,
review, revise, and adopt a list of qualified brokers that are authorized to engage in investment
transactions with the entity. The following report of purchases by dealer represents an approved list of all
the broker/dealers with whom the city engaged in investment transactions during the period being
reported.

From July 1, 2020 to September 30, 2020
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