INVESTMENT ADVISORY COMMITTEE MEETING

October 18. 2007 – 11:00 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, Mark Stewart, Lorain County Auditor, Craig Snodgrass, Deputy Auditor, Lisa Hobart, Budget Director, Dennis Yacobozzi - United American Capital Corporation (UACC), Bob Dlugosz-First Merit and Chris Newcome – First Merit
Item #2 - Approval/Correction of Minutes 

Motion by Ron Nabakowski, seconded by Dan Talarek to approve the minutes of the August 9, 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 3RD quarter (July - September) reports for fiscal year 2007, showing interest earned as follows in the General Fund and stated the committee has been on schedule with the meetings, it is only the 2 weeks into the 3rd quarter;
CD’s



$2,654,893.14
STAROHIO


$  614,501.49
CUSTODIAL/EST

$2,747,394.24
Star J.C.P.


$  186,670.33




$6,203,459.20
Mr. Talarek stated that investment income increased by 42.6% compared to last year.  CD yields decreased slightly from an average of 5.24 to 5.19.   Star Ohio’s yield is currently 5.15%, and sweep accounts are at 4.92%.   Mr. Talarek’s stated that the revenue increased at the end of September and the feds have lowered the rates.
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Item #4 - Report of the Investment Advisor


Mr. Yacobozzi of United American Capital Corporation, the County’s Investment Advisor, distributed the 3rd 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 concerns of an economic slowdown continue and, as such, interest rates across the yield curve continue to decline.   Market consensus is building that the declines in the housing sector, coupled with significant write-downs of mortgage-related portfolios in the financial sector, will negatively affect the cost of borrowing both for business as well as the consumer.    Although the economy is growing, such losses in the mortgage market, including the high level of foreclosures, may adversely affect future economic growth.
The Federal Funds rate was cut to 4.75% on September 18.   Mr. Yacobozzi expects that one or two more rate cuts during the fourth quarter and first quarter of 08 will likely occur.   The Fed reported that core inflation has improved modestly.  A this point, consumer spending continues to be strong, despite increased uncertainty surrounding the economic outlook.
Mr. Yacobozzi provided the following technical information and commented on the investment strategy, as follows:   The 1-5 year Treasury curve is slightly positive with the yield spread of the 2-year Treasury Note versus the 5-year Treasury Note at +25 basis points.  The money market curve remains inverted with maturities inside of 30 days yielding about 20 bps over one-year maturities.   Future Fed rate hikes will likely move the money market curve to a positive slope.  With the probability of stable to lower interest rates, the portfolio’s current average duration should be maintained.  
Ron Nabakowski asked whether Congress would pass legislation affecting federal agencies such as Fannie Mae and Freddie Mac.   Mr. Yacobozzi responded that, in the past, the previous Federal Reserve Chairman was concerned about the Agencies deviating from their original intent, and that the level of outstanding debt not related to providing liquidity in the housing market, should be a concern. 
Item #5 – Meeting

· 4th quarter (2007) – January 24, 2008

· 1st quarter (2008) – April 17, 2008

· 2nd quarter (2008) – August 14, 2008

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

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

Item #6 – Further Business


Dan Talarek thanked Bob Dlugosz at First Merit for their efforts as the County’s custodian bank.
Item #7 – Adjournment

With no further business, Dan Talarek moved, seconded by Betty Blair to adjourn the meeting at 11:35 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

