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this document to be translated into a different format in order for it to be accessible, please
contact the Finance Department at the City of Carrollton at (972) 466-3110.



@
CARROLLTON

TEXAS

Where Connections Happen

April 22,2021

To The Honorable Mayor Falconer,
Members of the City Council,

and City Manager,

City of Carrollton

The information within comprises the quarterly investment officer’s report for the City of
Carrollton, Texas for the second quarter ended March 31, 2021. The undersigned acknowledge that
the City’s investment portfolios have been and are currently in compliance with the policies and
strategies contained in the City’s Investment Policy as adopted by Resolution for the City of
Carrollton and are in compliance with the requirements of section 2256.023 of the Public Funds
Investment Act of the State of Texas.

Robert B. Scott, Assistant City Manager / Chief Financial Officer

Claudia Gallegos, City Treasurer

Silvia Haragus, Financial Services Specialist - Treasury

Melissa Everett, Senior Budget and Management Analyst



CITY OF CARROLLTON
Quarterly Investment Report - Executive Summary

Second Quarter Ended

March 31, 2021

March 31, 2021

December 31, 2020

Book Value - Market Value - All Portfolios

Book Value $345,351,880
Market Value $345,608,233
Market Value vs Book Value 100.07%

Year to Date Consolidated

Avg. Yield To Maturity - Consolidated 0.54%
Gross Rate of Return YTD- Consolidated: 0.68%
Benchmark YTD : 1-2 Yr. Avg. Treasury: 0.35%
Gross Investment Earnings - Consolidated: $1,029,645

Quarterly Consolidated Portfolio Yields & Earnings

Gross Rate of Return for Quarter- Consolidated: 0.64%
Benchmark YTD : 1-2 Yr. Avg. Treasury: 0.19%
Gross Investment Earnings - Consolidated: $489,131

Portfolio Diversification by Investment Type - All Portfolios

Cash & Gov't

Municipal Pool, 15.71%

Bonds,
23.76%

Treasuries,
12.02%

Coupon
Agencies,
48.52%

Book Value $311,931,666
Market Value $312,889,069
Market Value vs Book Value 100.31%
Portfolio Yields & Earnings
Avg. Yield To Maturity - Consolidated 0.66%
Gross Rate of Return YTD- Consolidated: 0.73%
Benchmark YTD : 1-2 Yr. Avg. Treasury: 0.51%
Gross Investment Earnings - Consolidated: $540,514
Gross Rate of Return for Quarter- Consolidated: 0.73%
Benchmark YTD : 1-2 Yr. Avg. Treasury: 0.51%
Gross Investment Earnings - Consolidated: $540,514
Municipal
Bonds, Cash & Gov't

23.16% Pool, 21.51%

Treasuries, _~

6.47%

Coupon
Agencies,
48.86%

Portfolio Diversification by Issuer - All Portfolios
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ECONOMIC SUMMARY AND INVESTMENT STRATEGY
Second Quarter Ended March 31, 2021

The U.S. Economy This Quarter

The economy grew at a moderate paced during the first quarter of 2021. The Federal Reserve System Beige book
published in April 2021 reported an increase in demand of leisure activities and travel services. Manufacturing, single-
family construction and home sales grew despite shortages on material and labor supply. Employment reported positive
numbers across different industries with a moderate growth in wages. Some industries reported difficulties to find and
retain works leading to an increase in wages and signing bonuses.

The yield on the 10-year U.S. Treasury bonds increased to 1.61 percent in March 2021 from 0.93 percent at the end of
December 2020. The 2-year T-note yield increased to 0.15 percent in March 2021 from 0.14 percent in December 2020.
As a result, the spread between these benchmarks increased in March 2021 to 146 basis points from the previous quarter's
79 basis points.

Treasury Yield Curve
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The Federal Reserve’s Beige Book reported an economic expansion in the last month with some sectors still reporting
effects from Winter Storm Uri. Manufacturing, retail, accommodation services, and professional and technical services
reported a sharp expansion during the last month. Single-family, multi-family construction and industrial construction and
leasing continued expanding, while office and retail leasing recovery was very slow. The unemployment rate decreased in
Dallas and Fort Worth from 7.4 percent to 6.3, and from 7.6 percent to 6.6 percent respectively from December 2020
levels. Both unemployment rates are lower than the state unemployment rate of 6.9 percent and higher than the national
rate of 6.0 percent.

The economic outlook for the DFW area is positive and with less uncertainty. However, several industries reported
concerns on the impact of supply shortages and tighter regulations on the energy sector.

Economic Outlook

The Federal Open Market Committee (FOMC) has maintained the target rate of 0.00 — 0.25 during its March 16-17
meeting. The FOMC released the participants projections for real gross domestic product (GDP) growth, the
unemployment rate, and inflation from each year from 2021 to 2023 and over the longer run. The FOMC revised up its
projections for GDP with a 6.5 percent, 3.3 percent, and 2.2 percent growth in 2021, 2022, and 2023, respectively. The
GDP’s longer-run projection stayed the same at 1.8 percent growth. The unemployment projections for 2021, 2022 and
2023 were more optimistic as well with a 4.5 percent, 3.9 percent, and 3.5 percent, respectively. The unemployment rate
on the longer run was revised up from 4.1 percent to 4.0 percent. The FOMC participants projected a 2.2 percent inflation,
a higher inflation than projected in December 2020, and 1.9 percent and 2.0 percent increase in 2022 and 2023,
respectively.

The economic outlook has improved from the last quarter. However, the current pandemic continues to pose a risk to the
recovery of the economy, employment, and inflation, depending highly on the progress of vaccinations, new waves of
COVID-19 infections in various parts of the world. and the control of more-contagious strains of the virus in the United



ECONOMIC SUMMARY AND INVESTMENT STRATEGY
Second Quarter Ended March 31, 2021

States.

The FOMC expects to maintain the current target range until maximum employment and price stability goals are
achieved. The Fed will continue to increase its holdings of Treasury securities and agency mortgage-backed securities to
ease financial conditions and support the economy.

The Fed's next meeting is April 27-28. The markets do not expect a change on the fed funds rate in 2021.

City of Carrollton’s Portfolio Performance This Quarter

The Consolidated Portfolio had an overall quarterly rate of return of 0.64 percent gross at the end of March 31, 2021. The
gross rate of return for this quarter decreased 9 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 for this quarter was 45 basis points higher than the
average of the 1-year and 2-year rolling average yield of Treasury Notes as result of funds invested in previous months on
securities with a higher yield and with longer maturities. The year-to-date gross rate of return at the end of the quarter was
0.68 percent, 29 basis point higher than the year-to-date average of the 1-year and 2-year rolling average yield of Treasury
Notes.

The weighted average maturity (WAM) of all the portfolios at quarter end was 1.63 years, an increase from 0.17 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 36 percent of the portfolio under one year, 18 percent from one year to two years, 27 percent from two years to
three years, and 19 percent from three to five years. The City’s portfolios are diversified at quarter-end in government
coupon agencies at 48 percent, municipal bonds at 24 percent, Treasuries at 12 percent, and government pools and bank
accounts at 16 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 $345,351,880 with a market value of
$345,608,233 The difference represents an unrealized gain of $256,353 (100.07%) 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.



INDICATORS OF ECONOMIC ACTIVITY

Second Quarter Ended March 31, 2021

INDICATORS
Real Gross Domestic Product(1)
Total Unemployment Rate(2)
Personal Income(1)

Leading Economic Indicators(3)

Producer Price Index -PPI (All Items)(5)

Consumer Price Index -CPI (All Items)(5)

Existing Home Sales(7)
Housing Inventory(7)

New Residential Sales(6)

Construction Spending (Millions)(6)

Retail Sales & Food Services Adjusted
(Millions)(6)

ISM's New Order Index(4)

Industrial Production(8)

Manufacturer and Trade Inventories -
Total Business (6)

Durable Goods (New Orders)(6)

Sources:

(1) www.bea.gov/newsreleases/
(2) www.bls.gov/cps/

(3) www.conference-board.org/

(4) www.instituteforsupplymanagement.org/

Notes:

January
2021

0.0%
6.30%
10.0%

0.5%

1.3%

0.3%

6,660,000
1.90

923,000

$1,521,454

$579,552
58.7

0.9%

2,000,713

1.9%

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

February
2021

0.0%
6.20%
-1.1%

0.2%

0.5%

0.4%

6,220,000
2.00

775,000

$1,516,927

$563,733
60.8

-2.6%

2,010,814

-3.5%

March
2021

0.0%
6.00%
0.0%
0.0%
1.0%

0.6%

0.00
0

$0

$619,105
64.7

1.4%

0.0%



COMPARISON OF MARKET RATES, INDICES & BENCHMARKS
Second Quarter Ended March 31, 2021

January February March March
INVESTMENT TYPE 2021 2021 2021 2020
T-Bills(1)
3 Months 0.08% 0.04% 0.03% 0.30%
6 Months 0.09% 0.06% 0.05% 0.30%
T-Notes(1)
1 Year 0.10% 0.07% 0.08% 0.33%
2 Years 0.13% 0.12% 0.15% 0.45%
3 Years 0.20% 0.21% 0.32% 0.50%
5 Years 0.45% 0.54% 0.82% 0.59%
10 Years 1.08% 1.26% 1.61% 0.87%
20 Years 1.63% 1.88% 2.24% 1.26%
Gov't Pool(2)
Texpool 0.08% 0.04% 0.02% 1.00%
Logic 0.13% 0.10% 0.10% 1.43%
TexasTerm 0.07% 0.05% 0.05% 1.20%
TexasClass 0.13% 0.11% 0.11% 1.47%
Comm. Paper(3)
30 Days 0.08% 0.06% 0.07% 1.36%
60 Days 0.09% 0.07% 0.07% 1.29%
90 Days 0.10% 0.08% 0.08% 1.44%
Fed. Funds Target Rate 0-0.25 0-0.25 0-0.25 0-0.25
Prime Rate(4) 3.25% 3.25% 3.25% 3.78%
DJIA(S) 29,982.62  30,932.37  32,981.55 21,917.16
Municipal Bonds Bloomberg Index (7)
2 Years 0.12% 0.21% 0.14% 0.14%
5 Years 0.22% 0.57% 0.50% 1.17%
10 Years 0.70% 1.12% 1.08% 1.44%
30 Years 1.46% 1.87% 1.81% 1.55%
Benchmarks (6)
3-Month Treasury Bill 0.25% 0.12% 0.10% 1.78%
6-Month Treasury Bill 0.26% 0.14% 0.12% 1.76%
1-Year Treasury Note 0.26% 0.15% 0.13% 1.69%
2-Year Treasury Note 0.28% 0.18% 0.16% 1.62%
3-Year Treasury Note 0.32% 0.23% 0.21% 1.60%
6-Month-1 Year Average Treasury 0.26% 0.14% 0.12% 1.73%
1 Year Average T.Note 0.26% 0.15% 0.13% 1.69%
1-2 Year Average T. Note 0.27% 0.16% 0.14% 1.66%
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



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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PURCHASES BY DEALER

From December 31, 2021 to March 31, 2021

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.

PURCHASES BY DEALER
BROKER / DEALER ORIGINAL PAR VALUE
AMOUNT PERCENTAGE

FTN Financial 29,430,000 35.77%
InCapital 11,000,000 13.37%
Oppenheimer & Co 8,744,000 10.63%
Raymond James 4,225,000 5.13%
Vining Sparks IBG LP 13,220,000 16.07%
Well Fargo 15,665,000 19.04%
Total Purchases $ 82,284,000 100.00%
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FTN Financial ,
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