INVESTMENT ADVISORY COMMITTEE MEETING

May 10, 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

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

Ronald Nabakowski, Clerk of Courts

Commissioner Mary Jo Vasi, absent

Commissioner David J. Moore, absent

Theresa Upton, Clerk

Also present:  John Rokasy, Budget Director; Mark Stewart, Lorain County Auditor; Robert W. Dlugosz, First Merit/EST; Jerry Innes, Assistant Lorain County Prosecutor and Dennis Yacobozzi, President-United American Capital Corporation (UACC).

Item #2 - Approval/Correction of Minutes 

Motion by Daniel Talarek, seconded by Ronald Nabakowski to approve the minutes of the February 9, 2004 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 1st quarter (January through March) reports for fiscal year 2004, showing interest earned as follows in the General Fund:

CD’s



$      62,809.45

STAROHIO


$      10,732.68

CUSTODIAL/EST

$    545,581.05

5/3 SAVINGS SWEEP

$      32,968.54

Star J.C.P.


$      29,648.99
U.S. Bank Bus.


$      24,534.02
N.C.B. Bus. Acct.

$      10,346.18




$    716,620.91

Mr. Talarek’s original investment income estimate for the current fiscal year was $3 million.   As a result of continued low rates, the estimate has been adjusted to $2.4 million.   Bank CD rates remain low (below 1%) with STAR at .99%. 

Mr. Talarek stated that a second custodial account at FirstMerit remains open even though no balances exist.   The account was used to invest past bond and note proceeds.   He asked the committee if the account could be closed.   Mr. Rokasy responded that the account may be closed since all matters relating to the investment of past bond and note proceeds, including arbitrage, have ended.  Mr. Dlugosz indicaed that he would confirm via letter that account would be closed. 
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May 10, 2004

Item #4 - Report of the Investment Advisor

Mr. Yacobozzi distributed the 1st quarter FY04 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 first quarter of 2004 are in full compliance with Chapter 135.35 of the Ohio Revised Code and the County’s approved investment policy.  

Mr. Yacobozzi reviewed various economic data since January of 2004 and its affect upon the bond market.   He indicated that, although the release of the February jobs report was disappointing, subsequent strong employment growth during the months of March and April affirmed that the economic expansion was underway and that the market yields have started to adjust for an expected June rate increase by the Fed.   In fact, market yields have increased markedly since March.   The market is also expecting a strong employment number for the month of May.   Although bond prices seem to indicate that a fifty basis point rate hike was possible at the June meeting, most analysts (including UACC), suggest a twenty-five basis point rate hike was more likely.

Mr. Yacobozzi also reviewed the portfolio and provided the following statistics:   Portfolio book value (cost), as of March 31, 2004, was $68,856,659.00.  The average weighted yield to maturity was 2.554% with an average maturity of 1.66 yrs.   The portfolio continues to maintain a positive spread vs STAR at approximately 155 basis points.   However, in a rising rate market, the positive spread will likely narrow.  

Mr. Talarek indicated that area banks have not shown a strong interest in deposits.   During the first quarter, Mr. Talarek indicated that National City paid a rate of 1.18%.    During the current period, other area banks have not offered rates (for short-term CD’s) above 1%.   Mr. Yacobozzi suggested that CD rates may begin to move higher once the Fed increases the Fed Funds rate. 

Mr. Stewart asked why the banks would have interest in obtaining deposits at competitive rates.   Mr. Yacobozzi suggested that banks who seek a higher level of deposits at competitive rates is a sign of greater loan demand in a growing economy.

Item #5 – Next Meeting

Mrs. Blair stated the next scheduled meeting date would be Monday, August 9, 2004 at 10:30 a.m.   If anyone has a conflict on that date please notify the Clerk.

Item #6 – Further Business

There was no further business today.

Item #7 – Adjournment

With no further business, Daniel Talarek moved, seconded by Ronald Nabakowski to adjourn the meeting at 11:00 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

