INVESTMENT ADVISORY COMMITTEE MEETING
August 28, 2008 – 11:08 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

Ron Nabakowski, Lorain County Clerk of Courts

Theresa Upton, Clerk 
Also present:  Jerry Innes, Assistant Lorain County Prosecutor, Craig Snodgrass, Lorain County Deputy Auditor, Lisa Hobart, Lorain County Budget Director, Katie Keys, Lorain County Deputy Treasurer, Dennis Yacobozzi – United American Capital Corporation (UACC), and Bob Dlugosz, First Merit Bank
Item #2 – Approval/Correction of Minutes

Motion by Betty Blair, seconded by Lori Kokoski to approve the minutes of April 24, 2008 Investment Advisory Committee with a correction.  The correction is that April 24, 2008 meeting approved the January 24, 2008 minutes.  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 2nd quarter (April - June) reports for fiscal year 2008, showing interest earned as follows in the General Fund.

CD’s



$   818,481.70
Star Ohio


$   499,190.53
Custodial Acct./E.S.T.

$1,954,171.68
Star J.C.P.


$     83,353.65
$3,355,197.56

Mr. Talarek stated that the investment earnings for the first half of 2007 were $3,999,306.81, a decrease of 16.11%.   CD’s are down currently at 2 ¼ .   StarOhio is also lower at 2 ¼, almost 50 basis points compared to last year.  The interest bearing accounts were at $60,000/month last year but are currently at $16,000/month.

Commissioner Kalo said this is a 33% decrease from last year, Mr. Talarek agreed.
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Item #4 – Report of the Investment Advisor


Mr. Yacobozzi of United American Capital Corporation (UACC), the County’s Investment Advisor, distributed the 2nd quarter FY08 Portfolio Report, which included an inventory of portfolio assets, and other reports that 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.
Mr. Yacobozzi indicated that interest rates during the second quarter moved considerably higher compared to the first quarter.    The economy continues to grow, although, at a slower pace.  Second quarter GDP growth was unexpectedly higher.    In terms of FNMA and FHLMC, the government will likely provide authorization to the US Treasury within the next several weeks to support each agency through both equity and debt positions.   Even though a rescue package has not yet been enacted, the market views the GSE’s as having the implied support of the federal government.    With the new legislation, the support will become more explicit.
Mr. Yacobozzi distributed a table to the IAC illustrating portfolio structural changes since January of 2008.   The average maturity moved from 1.85 yrs to 2.03 yrs; the percentage of non-callables increased to 35% from 28%, callable agencies declined to 63% from 72%; and, federal agencies by issuer showed a greater diversification with FFCB increasing to 17% from 1.5%.    It was also indicated that, with the likelihood of lower rates in 2009 (and a steep yield curve), the average maturity may be moved longer than 2 yrs.

In a review of yield spreads, it was noted that (since the credit problems began to materialize in mid-2007) the County’s portfolio maintained a positive yield spread over the 3-month Treasury Bill, STAR, and the 2-yr US Treasury Note @ +176 bps, +78 bps, and +155 bps, respectively.  

Ted Kalo said 2009 may be a rough year.     Mr. Yacobozzi indicated that the County should be prepared for lower earnings during fiscal 09, given current Fed actions.   However, the longer-duration portfolio and a steep curve should mitigate the situation.   


Ron Nabakowski said the foreclosures are the worst here.   He stated that Ohio banks are losing almost 65% of the value in home foreclosure, and Michigan is worse.
Item #5 – Meeting

· 3rd quarter (2008) – October 23, 2008

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

Item #6 – Further Business
There was nothing further.
Item #7 - Adjournment

With no further business, Dan Talarek moved, seconded by Ted Kalo to adjourn the meeting at 11:45 a.m.  Upon roll call the vote taken thereon, resulted as:  Ayes: All.  Motion carried.







Respectfully submitted by:








Theresa L. Upton, Clerk
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