INVESTMENT ADVISORY COMMITTEE MEETING

March 8, 2007 – 11:10 a.m.

Item #1 - Roll Call

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

Elizabeth C. Blair, Chair, Lorain County Commissioner

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

Lori Kokoski, Lorain County Commissioner

Ted Kalo, Lorain County Commissioner

Ronald Nabakowski, Lorain County Clerk of Courts

Theresa Upton, Clerk

Also present:  Jerry Innes, - Assistant Lorain County Prosecutor, Craig Snodgrass – Deputy Auditor, Lisa Hobart – Budget Director, Robert Dlugosz - First Merit, and Dennis Yacobozzi - United American Capital Corporation (UACC).

Item #2 - Approval/Correction of Minutes 

Motion by Ron Nabakowski, seconded by Dan Talarek to approve the minutes of the December 7, 2006 Investment Advisory Committee with a correction. (the correction was in the Treasurer’s Report, noting projected income should read 06 versus 05 not 06/07)  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 2006, showing interest earned as follows in the General Fund:

CD’s



$2,535,969.28

STAROHIO


$   940,388.52

CUSTODIAL/EST

$2,679,548.90

Star J.C.P.


$   244,392.48





$6,400,299.18

Mr. Talarek stated that investment income has increased by 61.356% compared to last year.  CDs increased from an average in 2005 from 3.0125 to 4.954, Star Ohio increased from 3.44% to 4.868% and the sweep accounts are 5 ¼%.  Average portfolio was $153.3 million for 2006 compared to $148.7 in 2005. 
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Item #4 - Report of the Investment Advisor


Mr. Yacobozzi of United American Capital Corporation distributed the 4th quarter FY06 Portfolio Reports, 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 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.  

Mr. Yacobozzi indicated that the Federal Funds rate continues to remain at 5.25%.    Market consensus is focused on a possible rate cut by the end of the year, provided inflation remains in check and the economy continues to grow a steady, but slow rate.   In general, interest rates have decline over the past several months.   However, Mr. Yacobozzi stated that the average yield of the portfolio will continue to increase as lower-yielding securities, purchased in 2004 and 2005, are reinvested at 5%+.   

As stated on earlier occasions, the average duration of the portfolio was extended during the first half of 2006 as is became apparent that the Fed was close to ending its restrictive policy.   The current strategy is to maintain the average duration, continue to add non-callables on market weakness, and consider one-time call structures for additional yield.  

Regarding the 1-5 year curve, the 2-yr Treasury vs the 5-year Treasury remains inverted while 30 days – one year is relatively.    A steepening of the curve is likely during 2007.

Mr. Talarek pointed out to the Investment Advisory Committee that the County has earned a considerable amount of income as a result of successfully investing in the bond market for a number of years.   He also indicated that the County’s portfolio has often been used as an example by Mr. Yacobozzi when teaching investment accounting and portfolio management classes under the State Treasurers Center for Public Investment Management. 

Mr. Nabakowski pointed out that interest rates have been low for quite some time and he asked if such a phenomenon had anything to do with other countries buying US Treasury debt.    Mr. Yacobozzi indicated that the consistent and great demand for US Treasury obligations was primarily based upon the safety of such investments, a strong secondary market for liquidity, and the return relative to the low risk of Treasury securities.    Large cash positions of the international community, used to purchase Treasury securities, have contributed to lower interest rates which has benefited growth in the U.S.

Item #5 – Meeting

· 1st quarter (2007) – May 10, 2007

· 2nd quarter (2007) – August 9, 2007

· 3rd quarter (2007) – October 18, 2007
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Item #6 – Further Business


Election of Officers;

Clerk of Courts Nabakowski moved, seconded by Commissioner Kalo to elected the 2007 officers as follows:

Commissioner Betty Blair, Chairman

Treasurer Dan Talarek, Vice-Chairman

Commissioner Lori Kokoski, Member

Commissioner Ted Kalo, Member

Clerk of Court Ron Nabakowski, Member

Item #7 – Adjournment

With no further business, Betty Blair moved, seconded by Ted Kalo to adjourn the meeting at 11:30 a.m.    Upon roll call the vote taken thereon, resulted as:  Ayes: all.   Motion carried.





Respectfully submitted by:


Theresa L. Upton, Clerk


Lorain County Board of Commissioners

