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January 24, 2008


INVESTMENT ADVISORY COMMITTEE MEETING
January 24, 2008 – 11:10 a.m.

Item #1 – Roll Call

The Clerk called the Roll, with the following members present:

Elizabeth C. Blair, Chair, Lorain County Commissioner

Daniel Talarek, Vice-Chair, Lorain County Treasurer

Lori Kokoski, Lorain County Commissioner 

Ted Kalo, Lorain County Commissioner

Janice Mokosh, Secretary (Theresa Upton, Clerk was absent)

Ron Nabakowski, Lorain County Clerk of Courts was absent 

Also present:  Jerry Innes, Assistant Lorain County Prosecutor, Craig Snodgrass, Lorain County Deputy Auditor, Lisa Hobart, Lorain County Budget Director, 
Dennis Yacobozzi – United American Capital Corporation (UACC), Dennis Flores, Second Ward Councilman, City of Lorain, Joyce Parks, Administrative Assistant to Commissioner Blair    
Item #2 – Approval/Correction of Minutes

Motion by Betty Blair, seconded by Ted Kalo to approve the minutes of October 18, 2007 Investment Advisory Committee.  Upon roll call the vote taken thereon resulted as:  Ayes: All.  Motion carried.

Item #3 – Report of the Treasurer

Mr. Talarek distributed copies of the 4th quarter (October – December) reports for fiscal year 2007, showing interest earned as follows in the General Fund.

CD’s



$3,363,603.25

Star Ohio


$  905,851.36

Custodial Acct./E.S.T.
$3,804,260.69

Star J.C.P.


$  246,571.38
$8,320,286.68

Mr. Talarek stated that investment earnings of $8,320,286.68 for FY07 was a record year at an increase of 29.9% compared to the previous fiscal year.    The average CD was 5.158% last year and STAROHIO averaged 5.1%.    The average of all our active (checking) accounts was 4.25%, also contributing to realized income for the year.  The average portfolio was $159.8 million, compared to $153.3 million (06).  
However, CD rates have started to decline to 4.25% for 7 days, 4.06% for 14 days, and 3.84% for over 28 days; this morning, rates declined to 3.5% for 7 days, 3.32% for 14 days, and 3.15% for over 28 days.   STAROHIO also declined 4.14%.  Mr. Talarek indicated that he initially projects approximately $5 million in the upcoming year. 
Commissioner Kokoski wanted to know how the additional several million dollars was earned.   Mr. Talarek responded by saying that from last year to this year with CD’s there was a gain of $800,000, and the core portfolio generated about $1.2 million, $2MM vs the $6.4 million generated during FY06. 
Item #4 – Report of the Investment Advisor


Mr. Yacobozzi of United American Capital Corporation (UACC), the County’s Investment Advisor, distributed the 4th quarter FY07 Portfolio Report, which included an inventory of portfolio assets, and other reports which detailed investment activity for the quarter.  Also included were graphic illustrations depicting the portfolio’s asset composition, maturity analysis, and a comparison of market yields.   Mr. Yacobozzi discussed all aspects of the portfolio’s activity for the quarter, including a review of market conditions which affected the value and return of the core portfolio.   He also indicated that all investments made during the quarter are in full compliance with Chapter 135.35 of the Ohio Revised Code and the County’s approved investment policy.
From an investment strategy standpoint, the longer average duration of the portfolio will sustain the portfolio’s yield for a longer period of time.    However, with the significant rate cuts (and more to follow), call risk has increased.   As a result of widening yield spreads, Mr. Yacobozzi indicated that called bond proceeds will likely be used to purchase additional callables to generate current income.   A limited amount of non-callable issues may be added on market weakness.  Mr. Yacobozzi discussed various sections of the portfolio, including the purchase cost and market value of the portfolio.   As of the fourth quarter, the portfolio had an average yield of approximately 5% with an average maturity of 658 days.   The portfolio experienced a higher level of purchases as called bond proceeds increased.  
As stated in earlier meetings, Mr. Yacobozzi indicated that the economy has slowed, primarily due to the Fed’s tightening policy from June of 04 through June of 06 in which the Federal Funds rate was increased from 1.00% to 5.25%.   Since Fed action typically takes about 1.5 years or more to take effect, the economy began to slow during the latter half of calendar 07.   However, with the added concern of the declining housing sector and significant write-downs by financial institutions (attributable to the mortgage market and other asset-backed securities), the Fed began to infuse liquidity into the market and also began to cut short term rates to diminish the probability of a recession.      
Since the last Investment Advisory Committee meeting, the Federal Reserve has cut the Funds rate by 175 basis points.    However, rate cuts by the Fed occurred more often and in larger increments when compared to previous rate-cut programs.  The FOMC will meet again next week, and the market is expecting further cuts.   

Although future economic factors may alter his opinion, Mr. Yacobozzi stated that the economy will continue to grow much slower, but will not enter a prolonged recession.  He made it clear that he and the Treasurer will have to be very diligent and careful in charting a course during the year as market volatility, the level of interest rates, and economic data will have an impact upon the future structure and return of the portfolio.     
Item #5 – Meeting

· 1st quarter (2008) – April 17, 2008
· 2nd quarter (2008) – August 14, 2008
· 3rd quarter (2008) – October 23, 2008

· 4th quarter (2008) – January 22, 2009

Item #6 – Further Business 

Election of Officers - 
Betty Blair, Chair 

Daniel Talarek, Vice-Chair   

Lori Kokoski, member  

Ted Kalo, member 

Ron Nabakowski, member 

Motion by Lori Kokoski, seconded by Ted Kalo to approve the election of officers.  Upon roll call the vote taken thereon resulted as:  Ayes:  All.  Motion carried.

Item #7 - Adjournment
With no further business, Dan Talarek moved, seconded by Betty Blair to adjourn the meeting at 11:39 a.m.  Upon roll call the vote taken thereon, resulted as:  Ayes: All.  Motion carried.







Respectfully submitted by:








Janice Mokosh, Secretary








Lorain County Board of Commissioners

