INVESTMENT ADVISORY COMMITTEE MEETING

February 9, 2004 – 10:30 a.m.

Item #1 - Roll Call

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

Elizabeth C. Blair, Chair, Lorain County Commissioner, absent – represented by Joyce Parks

Daniel J. Talarek, Vice-Chair, Lorain County Treasurer

Ronald Nabakowski, Clerk of Courts, absent – represented by Sally Pack

Commissioner Mary Jo Vasi, absent – represented by Kathie Harrison

Commissioner David J. Moore, absent – represented by Paula Gorta

Theresa Upton, Clerk

(also present: James R. Cordes, County Administrator, John Rokasy, Budget Director; Mark Stewart, Lorain County Auditor and Craig Snodgrass, Deputy Auditor; Robert W. Dlugosz, First Merit/EST; and Dennis Yacobozzi, President-United American Capital Corporation (UACC).

Item #2 - Approval/Correction of Minutes 

Motion by Paula Gorta, seconded by Daniel Talarek to approve the minutes of the October 20, 2003 Investment Advisory Committee as submitted.  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 through December ) reports for fiscal year 2003, showing interest earned as follows in the General Fund:

CD’s



$    235,112.56

STAROHIO


$    289,491.03

CUSTODIAL/EST

$  2,188,452.93

5/3 SAVINGS SWEEP

$    157,147.42

Star J.C.P.


$    227,303.96
U.S. Bank Bus.


$      64,678.75




$  3,162,186.65

Mr. Talarek indicated that CD rates were close to the current STAROHIO rate of 1.00% and, in some cases, CD rates are quoted at less than 1%.    He also continued to project total investment income of about  $3 million for the year, provided total investment balances remain at current levels.

Item #4 - Report of the Investment Advisor
Mr. Yacobozzi distributed the 4th quarter FY03 Portfolio Reports, which included an inventory of portfolio assets, maturities, purchases, called bonds, and realized income for the quarter.  Also included were graphic illustrations depicting the portfolio’s asset composition, maturity analysis, and a comparison of market yields.   Mr. Yacobozzi further indicated that all investments made during the fourth quarter of 2003 are in full compliance with Chapter 135.35 of the Ohio Revised Code and the County’s approved investment policy.  

Mr. Yacobozzi indicated that interest rates still remain at historically low levels.   In terms of the continued strategy, the portfolio continues to be managed with a shorter duration in anticipation of higher rates during 2004.   Bond prices have recently moved higher (lower yields) after the release of January’s unexpectedly low jobs number.  However, the market is expecting increased jobs growth in the coming months.   Going forward, interest rates are expected to rise in tandem with the growing economy.  

IAC minutes cont.



Page 2


February 9, 2003

Mr. Yacobozzi referred to a graphic, illustrating the dramatic decline in interest rates since January of 2001.  The graphic also showed the County’s average portfolio size and average yield since January 2001, and the average, positive yield spread when compared to STAROHIO and the 3-month UST Bill.  During the past three years, the portfolio’s average size was approximately $72MM with an average yield of 4.05%, compared to STAR’s average yield of 2.32% and the yield of the 3-month UST Bill of 2.04%.  As a result of being fully invested in the bond market, the County generated in excess of an additional $3.7 million over the period.   

County Auditor Stewart asked about rising bond yields and how the Fed would react to such a situation.  Mr. Yacobozzi responded that, depending on the extent of the curve’s steepness, coupled with consistently strong economic data, the Fed will likely follow with a tightening policy.    

Mr. Yacobozzi referred to the following portfolio data:   As of December 2003, the average days to maturity was 1.7 yrs with an average weighted yield of 2.61% (excluding capital gains), and an average book value of $75,012,550.31.  Mr. Yacobozzi also commented that Mr. Talarek has maintained an effective cash management program by maintaining sufficient liquidity to meet the County’s operating needs and ensuring that the majority of the County’s funds remains fully invested in longer maturity securities.

Item #5 – Next Meeting

Mr. Talarek stated the next scheduled meeting date would be Monday, May 10, 2004 at 10:30 a.m.   If anyone has a conflict on that date please notify the Clerk.

Item #6 – Further Business

Mr. Snodgrass requested UACC to provide the annual GASB 31 compliance report. 

Item #7 – Adjournment

With no further business, Sally Pack moved, seconded by Kathie Harrison to adjourn the meeting at 10:54 a.m.  Upon roll call the vote taken thereon, resulted as: Ayes: all.

Motion carried.




Respectfully submitted by:

Theresa L. Upton, Acting Clerk

Lorain County Board of Commissioners

