
DATE: February 3, 2020 

TO: Matt Jordan, General Manager 

FROM: Christina Sackett, Chief Financial Officer  

SUBJECT: Investment Schedule for November and December 2019 

DISCUSSION 

The Board requested, at the August 2017 meeting, to provide a monthly report which summarizes the 
agency’s asset allocations and a report that lists the drivers of the economy that moves the mix around. 
Attached are the Chandler Asset Management Consolidated Statement and Bond Market Review 
which provides the information the Board requested.  Chandler Asset Management, the Board’s 
contracted investment advisor, manages a portion of the agency’s funds to earn a higher return, 
without sacrificing or risking principal.  As of December 31, 2019, the funds currently managed by 
Chandler Asset Management had a Market Value of $130,156,739 and are detailed in the attached 
statement.  All the investments are held in a third-party trust account with Regions Bank as custodian. 

As of December 31, 2019, the Agency had $121,657,500 held in deposit accounts or certificates of 
deposits with multiple banking institutions, with interest rates ranging from .85% to 1.61%.  In 
addition, these banking institutions participate in the State of Florida Public Funds pool and are 
designated Public Funds. Under this program, each participating bank is required to post collateral 
with the State at a percentage of the amount of Public Funds held by that bank.  The percentage of 
collateral required is determined by the State and may vary by institution.  In the event of a bank 
failure, all the participants in the pool may be contingently liable for any deposit losses in excess of 
the pool collateral. 

Of the funds held by Tampa Bay Water, 57% are restricted as to purpose.  An additional $29.3 million 
in the Utility Reserve Fund is not restricted as to purpose but must be maintained at levels sufficient 
to ensure compliance with debt coverage requirements. 

SUMMARY    

The attached investment statement provides details of Tampa Bay Water’s investments for 
November and December 2019  

RECOMMENDATION   

Status Report     
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BACKGROUND:  Resolution 2017-002 approves the Agency’s Investment Policy.   

US Government Securities - Treasuries (100%) - Collective term used to describe debt instruments 
backed by the US Government and issued through the US Department of Treasure. 
US Government Agency (50%) – A debt instrument issued by one of the Federal Agencies.   
Federal Instrumentalities (80%) - A government sponsored/owned entity created by US Congress. 
Mortgage-Backed Securities (20%) – An ownership interest in a pool of mortgage loans made by 
financial institutions to finance the borrower’s purchase of a home or other real estate. 
Repurchase Agreements (50%) - A short-term investment vehicle where an investor agrees to buy 
securities from a counterparty and simultaneously agrees to resell the securities back to the 
counterparty at an agreed upon time for an agreed upon price. 
Commercial Paper (25%) – Short term unsecured promissory note issued by a company or financial 
institution. Issued at a discount and matures for par or face value. 
Corporate Note (25%) – A debt instrument issued by a corporation with a maturity of greater than 
one year and less than ten years. 
Bankers’ Acceptances (25%) – A draft or bill of exchange drawn upon and accepted by a bank. 
Municipal Note/Bond (20%) – A debt instrument issued by a state, local government or public 
agency.    
Supranationals (15%) – A debt instrument issued by the International Bank for Reconstruction and 
Development, International Finance Corporation or Inter-American Development Bank. 
Money Market Mutual Funds (50%) – Market in which short-term debt instruments are 
issued/traded. 
Intergovernmental Investment Pool (25%) – An investment by local governments in which their 
money is pooled as a method for managing local funds. 
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Economic growth has slowed from earlier this year and the consensus forecast calls for a further 
slowdown in GDP growth next year to a level consistent with trend growth. We are not anticipating 
a recession within our 6-month outlook horizon. We believe that the impact of monetary policy on 
economic growth is somewhat lagged, and the more accommodative monetary policy stance of 
the Federal Reserve and other global central banks through 2019 should provide a tailwind for an 
ongoing slow economic growth environment heading into 2020. However, an uncertain outlook on 
the future path of global central bank policy, lingering uncertainty about trade policy and Brexit, and 
the upcoming US Presidential election potentially sets the stage for a continued volatile financial 
market environment heading into the new year.

The Federal Open Market Committee (FOMC) lowered the target fed funds rate by 25 basis points for a 
third time this year to a range of 1.50%-1.75%. The Fed indicated household spending continues to rise 
at a strong pace, but business fixed investment and exports remain weak. Market-based measures of 
inflation compensation also remain low. During the press conference, Fed Chair Powell said the FOMC 
believes the current stance of monetary policy is likely to remain appropriate as long as economic data 
remains consistent with their outlook. Chair Powell’s comments suggested that the Fed anticipates 
keeping monetary policy on hold over the near- to intermediate-term, but they haven’t ruled out the 
possibility of providing further accommodation if the economy weakens further. Fed Chair Powell 
indicated that the current fed funds rate range is “somewhat accommodative” and without a material 
improvement in inflation expectations we expect monetary policy to remain accommodative. 

The Treasury yield curve continued to steepen modestly in October. During the month, the 10-year 
US Treasury yield rose above the yield on the 3-month T-bill. This portion of the yield curve had been 
inverted since May 2019 (with a brief exception in July). The 3-month T-bill yield declined 28 basis 
points in October to 1.52%, the 2-year Treasury yield decreased nearly ten basis points to 1.52%, 
and the 10-year Treasury yield increased about three basis points to 1.69%. We believe the recent 
curve steepening has been driven by the Federal Reserve lowering short-term rates, as well as more 
favorable developments with regard to global trade and Brexit which have pushed up longer-term 
European sovereign bond rates as well as US Treasury rates.

Market Summary

Treasury Yields Have Declined Year-Over-Year 

Since 1988, Chandler Asset 
Management has specialized 
in providing fixed income 
investment solutions to 
risk-averse public agencies 
and institutions. Chandler’s 
mission is to provide fully 
customizable, client-centered 
portfolio management that 
preserves principal, mitigates 
risk and generates income 
in our clients’ portfolios.
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Economic Indicators

TREASURY YIELDS Trend (▲/▼) 10/31/2019 9/30/2019 Change

3-Month ▼ 1.52 1.81 (0.29)

2-Year ▼ 1.52 1.62 (0.10)

3-Year ▼ 1.52 1.56 (0.04)

5-Year ▼ 1.52 1.54 (0.02)

7-Year ▼ 1.60 1.61 (0.01)

10-Year ▲ 1.69 1.67 0.02

30-Year ▲ 2.18 2.11 0.07

Source: Bloomberg

Source: Bloomberg

The Treasury yield curve has changed significantly on a year-over-year basis. As of October month-end, 
the 3-month T-bill yield was down 80 basis points, the 2-Year Treasury yield was down nearly 134 basis 
points, and the 10-Year Treasury yield was down nearly 145 basis points, year-over-year. We believe the 
year-over-year decline in long-term Treasury yields largely reflects a decline in global inflation expecta-
tions, while the decline in shorter-term rates is in line with the Fed's three 25 basis point rate cuts this year.



Economic Roundup
Consumer Prices
The Consumer Price Index (CPI) was up 1.7% year-over-year in September, unchanged from August. Core CPI (CPI less food and 
energy) was up 2.4% year-over-year in September, also unchanged from August. The Personal Consumption Expenditures (PCE) 
index was up just 1.3% year-over-year in September, down from 1.4% year-over-year in August. Core PCE, which is the Fed's 
primary inflation gauge, was up 1.7% year-over-year in September versus 1.8% year-over-year in August. Core PCE softened 
and remains below the Fed’s 2.0% inflation target.

Retail Sales
Retail sales were weaker than expected in September, down 0.3% in the month following an upwardly-revised 0.6% increase 
in August.  Excluding auto and gas, retail sales were flat compared to expectations for a 0.3% increase.  On a year-over-year 
basis, retail sales increased by 4.1% in September, versus up 4.4% in August, which is consistent with moderate growth. 

Labor Market
U.S. nonfarm payrolls rose by 128,000 in October, well above expectations of 85,000. A steep (but less negative than expected) 
36,000 decline in manufacturing payrolls due in part to the GM strike pulled down the total. Upward revisions to August 
and September nonfarm payrolls totaled 95,000. On a trailing 3-month and 6-month basis, payrolls increased an average of 
about 176,000 and 156,000 per month, respectively. The unemployment rate ticked up to 3.6% from 3.5% in September, as the 
participation rate increased to 63.3% from 63.2%. A broader measure of unemployment called the U-6, which includes those 
who are marginally attached to the labor force and employed part time for economic reasons, also ticked higher to 7.0% in 
October from 6.9% in September. Wages increased 0.2% in October, in line with expectations, and the average workweek was 
unchanged. On a year-over-year basis, wages were up 3.0% in October, unchanged from the prior month.

Housing Starts
Housing starts were softer than expected in September, down 9.4% month-over-month to a 1.256 million annualized rate but 
starts in the prior month were revised higher. Housing starts on a 3-month average basis remain positive. Multi-family starts fell 
28.2% month-over-month in September to an annualized rate of 338,000, following a 41.4% increase in August. Single-family 
starts were essentially flat in September at an annualized rate of 918,000. On a year-over-year basis, total housing starts were up 
1.6% in September. Permits were stronger than expected in September, up 7.7% year-over-year. Although housing data tends 
to be volatile on a month-over-month basis, the underlying trends suggest that housing activity is accelerating. 
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BOND MARKET REVIEW

©2019 Chandler Asset Management, Inc, An Independent Registered Investment Adviser.
Data source: Bloomberg. This report is provided for informational purposes only and should not be construed as specific investment or legal advice. The information contained herein 
was  obtained from sources believed to be reliable as of the date of publication, but may become outdated or superseded at any time without notice. Any opinions or views expressed 
are based on current market conditions and are subject to change. This report may contain forecasts and forward-looking statements which are inherently limited and should not 
be relied upon as an indicator of future results. Past performance is not indicative of future results. This  report is not intended to constitute an offer, solicitation, recommendation or 
advice regarding any securities or investment strategy and should not be regarded by recipients as a substitute for the exercise of their own judgment. Fixed income investments are 
subject to interest, credit, and market risk. Interest rate risk: the value of fixed income investments will decline as interest rates rise. Credit risk: the possibility that the borrower may 
not be able to repay interest and principal. Low rated bonds generally have to pay higher interest rates to attract investors willing to take on greater risk. Market risk: the bond market 
in general could decline due to economic conditions, especially during periods of rising interest rates.

Market Data

World Indices
data as of 10/31/2019

Diff 
(9/30/19)

% 
Change

S&P 500 
3,037.56 60.82 2.04%

NASDAQ
8,292.36 293.02 3.66%

DOW JONES
27,046.23 129.40 0.48%

FTSE (UK)

7,248.38 (159.83) (2.16%)

DAX (Germany)

12,866.79 438.71 3.53%

Hang Seng (Hong Kong)

26,906.72 814.45 3.12%

Nikkei (Japan)

22,927.04 1,171.20 5.38%

Source: Bloomberg

Economic Data Remains Consistent with Slow Growth
ECONOMIC INDICATOR Current Release Prior Release One Year Ago

Trade Balance (52.5) $Bln SEP 19 (55.0) $Bln AUG 19 (56.1) $Bln SEP 18

GDP 1.9% SEP 19 2.0% JUN 19 2.9% SEP 18

Unemployment Rate 3.6% OCT 19 3.5% SEP 19 3.8% OCT 18

Prime Rate 4.75% OCT 19 5.0% SEP 19 5.25% OCT 18

CRB Index 176.8933 OCT 19 173.9399 SEP 19 190.9659 OCT 18

Oil (West Texas Int.) $54.18 OCT 19 $54.07 SEP 19 $65.31 OCT 18

Consumer Price Index (y/o/y) 1.7% SEP 19 1.7% AUG 19 2.3% SEP 18

Producer Price Index (y/o/y) (0.2%) SEP 19 0.2% AUG 19 3.2% SEP 18

Dollar/Euro 1.12 OCT 19 1.09 SEP 19 1.131 OCT 18

Source: Bloomberg

Credit Spreads Tightened Slightly in October
CREDIT SPREADS Spread to Treasuries (%) One Month Ago (%) Change

3-month top rated commercial paper 0.18 0.10 0.08

2-year A corporate note 0.33 0.38 (0.05)

5-year A corporate note 0.57 0.64 (0.07)

5-year Agency note 0.08 0.08 0.00

Source: Bloomberg Data as of 10/31/2019
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