INVESTMENT ADVISORY COMMITTEE MEETING

May 10, 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, absent

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 and Dennis Yacobozzi - United American Capital Corporation (UACC).

Item #2 - Approval/Correction of Minutes 

Motion by Ron Nabakowski, seconded by Lori Kokoski to approve the minutes of the March 8, 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 1st quarter (January – March) reports for fiscal year 2007, showing interest earned as follows in the General Fund:

CD’s



$  801,104.90

STAROHIO


$  214,120.78

CUSTODIAL/EST

$  828,989.60

Star J.C.P.


$    61,087.10





$1,905.302.38

Mr. Talarek stated the investment income has increased by 35.5% compared to last year.  CD’s increased from an average of 4.9 to 5.21.  Star Ohio’ yield is at 5.17% with sweep accounts at 5 ¼%.   Mr. Talarek predicted $4.2 million with an average portfolio of $167 million if the rates stay the same, he will request the Auditor’s Office to increase the estimate revenue to $5.5 million.
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Item #4 - Report of the Investment Advisor


Mr. Yacobozzi of United American Capital Corporation distributed the 1st quarter FY07 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 market consensus for a rate cut during 2007 has declined considerably.   He also pointed out that the yield curve has been flattening and is expected to move to a positive slope.   Economic strength slowed during the first quarter as a result of past rate hikes but evidence is mounting that economic expansion will increase considerably during the second quarter.   With inflation a concern, the Fed will have to balance the effects of raising rates to counter the inflation threat which would negatively affect the housing market, and in a larger sense, the sub-prime mortgage sector.   

Ron Nabakowski asked if the yield curve is affected by the global economy.  Mr. Yacobozzi indicated that the yield curve is, indeed, affected by buyers of US Treasury debt, the interest rate environment, and the level of economic growth.   The net effect of continued purchases of Treasury securities globally, particularly the ten year Note and the thirty year Bond, has had the net effect of pushing rates lower in recent years which, in turn, has benefited the U.S. in terms of lower long-term interest rates; hence a flat yield curve.   However, inflation and other factors affecting higher rates could also shift the curve higher, especially if US Government spending and borrowing increases.  

The US Treasury has announced there will be a suspension of the issuance of the 3-year Treasury note, primarily due to the huge inflow of tax revenues diminishing the need to finance government operations.   The budget deficit also declined below expectations. 

Mr. Nabakowski asked about a recession.   Mr. Yacobozzi stated that a recession during the next several quarters in not likely, unless the sub-prime sector problems and tighter credit becomes an increasingly significant drag on the economy.

Item #5 – Meeting

· 2nd quarter (2007) – August 9, 2007

· 3rd quarter (2007) – October 18, 2007

Item #6 – Further Business


There was nothing further

Item #7 – Adjournment

With no further business, Betty Blair moved, seconded by Ron Nabakowski 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

