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Current Month Year to Date

POSITIVE

NEUTRAL

NEGATIVE NEGATIVE

POSITIVE POSITIVE

POSITIVE NEUTRAL

POSITIVE POSITIVE

Chart

NEGATIVE NEGATIVE

POSITIVE NEGATIVE
N/A N/A |
N/A N/A J

POSITIVE POSITIVE

POSITIVE POSITIVE

POSITIVE POSITIVE

POSITIVE NEGATIVE

POSITIVE Positive = Positive variance as compared to seasonal trend.

NEGATIVE Negative = Negative variance as compared to seasonal trend.

NEUTRAL Neutral = Variance is less than 1%




GENERAL FUND

CHART A
TOTAL REVENUE THROUGH JUL 5

Ad Valorem Taxes
Penalities & Interest
Sales Tax

Franchise Tax

Other Tax

License & Permits
Charges for Senices

DOT Fines

Other Municipal Court Fees
Interest Income
Intergovernmental

Other Revenue

Transfers from Enterprise Fund
Payment for Services-EDC
Total Revenues

Budget
4,358,162
38,000
1,475,000
685,000
100,000
320,000
50,000
15,000
369,700
573
575,843
32,500
1,690,642
125.000
9,835,420

YTD Revenue
4,233,797
34,205
1,395,500
635,769
125,863
201,519
52,807
27,907
343,158
1,492
565,185
92,260
1,408,869
104167
9,222,498

% of Budget
Collected

97.15%
90.01%
94.61%
92.81%
125.86%
62.97%
105.61%
186.05%
92.82%
260.30%
98.15%
283.88%
83.33%
83.33%
93.77%

Prior YTD
% of
Total
Collected
99.30%
77.09%
80.34%
79.59%
66.45%
60.29%
72.88%
58.70%
85.37%
80.28%
78.04%
91.67%
83.33%
83.33%
87.98%

Personnel

Supplies

Services

Capital

Oper Transfer to Other Funds
Total Expenditures

Budget
6,481,159
309,449
2,693,795
140,000
0
9,624,403

YTD % of Budget
Expenditures Expended

5,115,875 78.93%
258,314 83.48%
2,038,089 75.66%
180,068 128.62%

Q 0.00%

7,592,346 78.89%

CHART B
TOTAL EXPENDITURES THROUGH JULY 2015

Prior YTD
% of
Total
Expended
85.63%
88.75%
80.42%
17.49%
0.00%
79.50%




GENERAL FUND-continued

CHART C
PROPERTY TAX ANALYSIS

E==32009/10 E===2010/11 =E==2011/12 £==2012/13 =E==2013/14 E==2014/15 -—®—2014/15Budget
$2,500,000

$2,000,000

$1,500,000

$1,000,000

$500,000 -

$0 -

g 2 g

Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep

Budget is divided into months based on the monthly percentages of the last 5 years' collections.

December collections were higher than the trend but were offset by lower collections in January

CHART D
SALES TAX ANALYSIS

E=92009/10 E===92010/11 =Emm2011/12 £==32012/13 =E=mm2013/14 E===32014/15 —®—204/15 Budget

$200,000

$180,000

$160,000

$140,000

$120,000 -

$100,000 -
$80,000 -
$60,000 -
$40,000 -
$20,000 -

$0

Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep

2013/14 Budget is divided into months based on the monthly percentages of the last 5 years' activity of sales tax revenue.




GENERAL FUND-continued

CHART E
EXPENDITURE ANALYSIS

Total General Fund Expenditures

$1,600,000

$1,400,000

$1,200,000
E=92009/10

$1,000,000 Yl | mmm2010/11
Em2011/12
[—2012/13
EEm2013/14
E==12014/15
—@—Budget 2014/15

High expenditures in September 2010 are due to city hall A/C replacement.

High expenditures in September 2014 are due to Seascape road construction




ENTERPRISE FUND

CHART F
WATER BILLING ANALYSIS

Average Percent of Water Billings by Month vs.
2013/14 Percent of Budgeted Billings

0.12
0.10
0.08
0.06
0.04
0.02

0.00
Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep

|-2013/14 0.0801 0.0777 | 0.0685 0.0708 0.0721 | 0.0625 0.0729 0.0843 | 0.0905 0.0906 0.0922 | 0.0898
I+AVE|'EEE 0.0826 0.0792 | 0.0691 0.0707 0.0652 | 0.0661 0.0802 0.0848 | 0.1024 0.1030 0.0988 | 0.0979

Average Percent of Water Billings by Month vs.
2014/15 Percent of Budgeted Billings

0.14
0.12
0.10
0.08
0.06
0.04
0.02
0.00

Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep

|-2014/15 0.0750 0.0819 0.0690 0.0674 0.0706 0.0750 0.0853 0.0856 0.0937 0.1228 0.0000 0.0000

|+Average 0.0843 0.0805 0.0696 0.0693 0.0689 0.0652 0.0792 0.0873 0.1014 0.0991 0.0980 0.0972




ENTERPRISE FUND-continued

CHART G

WASTEWATER BILLING ANALYSIS

Average Percent of Wastewater Billings by Month vs.
2012/13 Percent of Budgeted Billings

0.04

0.02

0.00

|-2013/14 0.0812 | 0.0808 | 0.0749 | 0.0758 | 0.0789 | 0.0706 | 0.0788 | 0.0855 | 0.0878 | 0.0876 | 0.0875 | 0.0888
|+Average 0.0831 | 0.0808 | 0.0749 | 0.0751 | 0.0745 | 0.0762 | 0.0807 | 0.0854 | 0.0940 | 0.0937 | 0.0907 | 0.0909

Average Percent of Wastewater Billings by Month vs.
2013/14 Percent of Budgeted Billings

0.12
0.10
0.08
0.06
0.04
0.02
0.00

Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep

|-2014/15 0.0792 0.0845 0.0758 0.0762 0.0785 0.0729 0.0790 | 0.0784 0.0841 0.0859 0.0000 0.0000

I+Average 0.0828 0.0815 0.0752 0.0756 0.0753 0.0754 0.0805 0.0866 0.0933 0.0921 0.0903 0.0914




ENTERPRISE FUND-continued

CHART H

EXPENDITURE ANALYSIS

Total Enterprise Fund Expenses

$1,000,000
E=2009/10
$750,000 EEm2010/11
E=2011/12
BT £==2012/13
E=2013/14
E=2014/15
$250,000 - —4—Budget 2014/15
$0

Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep

Sept 2013 and Nov 2013 EXCLUDE property acquisition
December 2014 & January 2015 expenses much higher than budgeted due to Lakeside lift station repairs
April 2015 expenses due to wastewater treatment plant upgrades




CHART |

Hotel Occupancy Tax Revenues
3rd Fiscal Quarter (Apr-Jun 2015)
$50,000
$45,000
$40,000
] [32009/10
@2010/11
[2011/12
02012/13
m2013/14
m2014/15
COMFORT INN & COMFORT SUITES HAMPTON INN SEABROOK QUALITY INN LAQUINTAINN & SPRINGHILL MARRIOTT
SUITES SUITES
*Springhill Marriott opened last quarter 2010
3rd quarter reports and payments are due July 31st.
CHART J
QUARTERLY COMPARISONS
FY 2014-2015
$45,000
$40,000 [ |
$35,000 |
$30,000 - mE1st Qtr
$25,000 E2nd Qtr
' O3rd Qtr
$20,000 |
$15,000 - -
$10,000 1
$5,000 - -
$0
COMFORT INN&  COMFORT SUITES HAMPTON INN QUALITY INN LA QUINTA INN & SPRINGHILL
SUITES SEABROOK SUITES MARRIOTT




SEABROOK EDC

CHART K
SALES TAX REVENUE ANALYSIS

$100,000
$90,000
$80,000
$70,000 E==32009/10
$60,000 y E=2010/11
$50,000 1 1 1 EEm2011/12
[—32012/13
$40,000 /
E=m2013/14
el ==12014/15
$20,000 ——Budget 2013/14
$10,000
$0
Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep

CHART L
EXPENDITURE ANALYSIS

$800,000
$700,000 [‘
$600,000
/ E==32009/10
$500,000 E=m2010/11
/ EEm2011/12
Sy / 2012/13
$300,000 EEm2013/14
/ E==2014/15
$200,000 ——Budget 2014/15
$100,000 /\
S0
Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep
2014/15 September budget reflects appropriations for incentives and Business relocation off HWY 146
High exp in Nov 2011 was due to Gateway sign. July expenditures prior to 2013/14 included debt service payments.




CRIME DISTRICT

E=32009/10
EEm2010/11
Em2011/12

—32012/13
E==2013/14
E=2014/15
—9—Budget 2014/15

CHART N
EXPENDITURE ANALYSIS

$100,000
$90,000
$80,000
$70,000
$60,000 [E32009/10
$50,000 EEm2010/11
$40,000 EEm2011/12
$30,000 —32012/13
$20:0(D E=m2013/14
410,000 E=m2014/15

' %0 —4—Budget 2014/15
Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep

Large December expenditures included vehicles



INVESTMENTS

CHART O
MONTHLY INVESTMENTREPORT

TEXPOOL REPORT
MONTH OF JULY 2015
0.0630%
BEGINNING TRANSFER  INT EARNED ENDING PURPOSE OF
BALANCE IN/(OUT)  (Posted July) BALANCE FUND
GENERAL FUND - UNRESTRICTED 5,758,081.67 (410,633.58) 312.97 5,347,761.06 Working capital
ENTERPRISE FUND - UNRESTRIC 1,709,383.76 (156,794.28) 99.49 1,552,688.97 Working capital
ENTERPRISE FUND - RESTRICTEI 300,000.00 0.00 incl in above 300,000.00 Customer liability
CAPITAL IMPACT FEES 2,496,523.25 0.00 133.53 2,496,656.78 \Water & sewer lines extensions & expansions
PARK FEES 110,251.46 0.00 5.90 110,257.36 Reserved for acquisition & development of park land
SEIZURE 70,027.93 0.00 375 70,031.68 Soley to purchase equipment for Law Enforcement
CHILD SAFETY PROGRAMS 32,136.46 0.00 1.72 32,138.18 Reserved for Child Safety/School Zones
FEDERAL SEIZURE 25,011.25 (10,000.00) 1.32 15,012.57 Criminal Investigation - Federal Funds
HOTEL/MOTEL FUND 1,223,826.85 59,568.26 65.55 1,283,460.66 Restricted for promotion of tourism
DEBT SERVICE FUND 3,116,163.83 12,401.52 166.69 3,128,732.04 Restricted for General fund reserves & yearly debt service
WTR/SWR BONDS 291,939.86 0.00 15.62 291,955.48 Funds transferred from Bond Mkt Acct to allow liquidity
IT BONDS 505,099.25 0.00 27.01 505,126.26 Fiber Optics
PD & GF BONDS 6,803,316.67 0.00 363.87 6,803,680.54 Public Wokrks Facility
FIRE BONDS 23,580.37 0.00 1.26 23,581.63 Fire Engine
PARK BONDS 300,074.62 (20,000.00) 16.01 280,090.63 Splash Pad
PINE GULLY PARK BONDS 0.00 0.00 0.00 0.00 Funds transferred from Bond Mkt Acct to allow liquidity
LIBRARY BONDS 70.54 0.00 0.00 70.54 Funds transferred from Bond Mkt Acct to allow liquidity
LAKESIDE DRIVE CERT DEP 324,814.78 (30,000.00) 17.32 294,832.10
CAROTHERS 25,513.81 0.00 1.36 25,515.17
CRIME DISTRICT 459,788.23 (4,797.86) 24.43 455,014.80 Funds transferred from Bond Mkt Acct to allow liquidity
SEDC Il - UNRESTRICTED 2,486,102.21 60,255.94 144.80 2,546,502.95 Seabrook Economic Development Corporation |1
SEDC Il - RESTRICTED FOR BONI 0.00 0.00 incl in above 0.00 SEDC Il - Reserve for revenue bond debt service
SEDC Il - RESTRICT FOR EMERG 180,000.00 0.00 incl in above 180,000.00 Emergency Reserve
STEP FUND 33,492.25 0.00 179 33,494.04
PUBLIC SAFETY 173,320.09 0.00 9.27 173,329.36
MUNI COURT - SECURITY FUND 21,669.55 0.00 1.16 21,670.71 Funds from fines to be used for security
COURT - TIME PAYMENT FEES 9,378.49 0.00 0.50 9,378.99 Funds from fines to be used to improve court
MUNI COURT - TECHNOLOGY FUNI 6,486.80 0.00 0.35 6,487.15
PEG Fund 8,011.56 0.00 0.43 8,011.99
STABILIZATION FUND 801,827.66 0.00 42.89 801,870.55
TOTAL TEXPOOL FUND 27,295,893.20 (500,000.00) 1,458.99 $26,797,352.19
The investment portfolio of the City of Seabrook is in compliance with the investment strategies expressed in the City's Investment Policy
and relevant provisions of Chapter 2256 of the Local Government Code.
Pam Lab-
Finance Director




ANNOUNCEMENTS

We would like to recognize and
welcome the following entities
who joined the TexPool program
in July 2015:

TexPool

South Texas College
City of LaVernia
Caolorado County GCD

TexPool Prime

Town of Pantego
Colorado County GCD

Upcoming Events
8/26/15 - 8/28/2015

TAC Legislative Conference
Awstin

G 14/2015 - 941

15

CTAT Anmul Conference
Wichita Falls

San Antomo

TexPool Advisory Board Members

Overseen by the State of Texas
Comptroller of Public Accounts
Glenn Hegar.

Operated under the supervision
of the Texas Treasury Safekeeping
Trust Company,

Additional information regarding
TexPool is available upon request:

www.texpool.com
1-866-839-7665 (1-866-TEX-POOL)
Fax: 866-839-3291

Economic and Market Commentary:
How times have changed

August 1, 2015

I'he incessant buzz surrounding whether the Federal Reserve will or won't initate
liftoff in September, got us thinking about how much nmes have changed. We can

recall 2 meeting years ago in the board room on the 27th floor of our Downtown office
building. It was with members of the New York Federal Reserve Bank, and the discussion
centered on the possibility the target funds rate, 1% at the time, could be lowered another

07

25 basis points to (.7

.Q‘ tougne that Was Mmadaness; now, \\'L'l D Jumpng 1‘|II Oy over such a I'.l?L‘E. nd,
We thought tl i { be jumping for joy } And

frankly, we believe we will get to 0, it some point next year, likely in the firse half of

2016, We also think the Fed will initate its first increase in the funds in nine years
ar its meeting next month, the noise surrounding its late July post-meeting statement
notwithstanding. If you strip that statement down, there were less than 10 word
changes, with a lot of consternation focused on the addiion of the word “some,” as in
policymakers need to see “some” further improvement in the labor markets to justfy a
rate hike. Honestly, this all sounds like word sniffing to me.

Based on the economic data and events since the Fed met in June and signaled a
September move (July’s was a non-press conference, non-forecast meeting, which is
why there was so much obsession over word changes), it doesn't appear to me that
policymakers are wavering, Fed Chair Janet Yellen's biannual comments to Congress

(continued page 6)

July 31, 2015

TexPool TexPool Prime
Current Invested Balance §13,453,405,380.74 §1,104,047,634.83
Weighted Average Maturity (1) 49 Days 34 Days
Weighted Average Maturity (2) #2 Days. 55 Days
Net Asset Value 1.00005 100000
Total Number of Participans 2333 190
Management Fee on Invested Balance 0.0473% 0.0638%
Interest Distributed $732.537.48 $115,500.94
Management Fee Collected 4550,703.00 $52.435.31
Standard & Poor's Current Rating AAAM AAAM
Month Averages
Average Invested Balance §13,711,954565.18 §1,185,307,497.21
Average Monthly Yield, on a simple basis (3)° 0.06% 0.12%
Average Weighted Average Maturity (1)° 50 Days 35 Days
Average Weighted Average Maturity (2)° 79 Days 50 Days

*Definitions for Average Monthly Yield and Witghted Average Maturicy can be_foumd on page 2

TexPool Participant Services

1001 Texas Avenue, Suite 14900 - Houston, TX 77002
-866-TEXPOOL (839-7665) - Fax: 1-866-839-3201 - TexPool.com

Phon

Managed and =
srictty Federated.

(G35884-24 (8/15)




Monthly Newsletter: August 2015

Portfolio by Maturity (%) Portfolio by Type of Investment (%)
As of July 31, 2015 As of July 31,2015
“ W 1-7 days 271 “ B Agencies 73.6
W 2-20 days 20.5 W Bepurchase
W 31-90 days 42.6 Agreements 16.8
W 91-180 days 5.8 : i:;“"“'\;: 5;:'1
B 181+ days 8.0 ‘l-u “‘é:\‘uﬂ'

Portfolio Asset Summary as -_11‘_]|||__\ 31, 2015

Uninvested Balance -514.804.00 -514,004.00
Receivable for Investments Sold 0,00 0.00
Acerual of Interest Income 818411615 8,184.116.15
Interest and Management Fees Payable -732.764.54 ~732.764.54
Payable for Investments Purchased -125.000,000.00 126,000,000.00
Accrued Expenses & Taxes 0.00 0.00
Repurchase Agreements 2.281,326,000.00 2,281,282,063.50
Mutual Fund Investments 575.020,052.90 575,020,852.00
Government Securities 9.267.082.449.05 4.267.814.430.00
US Treasury Dills 0.00 0.00
LS Treasury Notes 1.447,539,540.18 1,447 446,335.00
Total $13453405,389.74 $13,454,001,129.01

Participant Summary

Schoal District 575 S4.003,317,140.80
Higher Edusation 57 51.063,718.406.73
Healthcare ] $445,080,072.85
Ltility District m $1,893,025,810,22
City 452 53,806,040, 786.68
County AL 51,131,680,858.08
(ither 269 51.018,602,504 88

Definition of Weighted Average Maturity (1) & ()

" MT

nand by TexPool, withou! reference fo whem inferest wrte

Defnition of Average Monthly Yield (3)

curnent yield for TexPool Prime for

ek date may refledt &

of some portion or all of each of the manggement foes




Sll[l][l]'&fl\'

Money Mkt. Fund | Daily Allocation TexPool Invested

Date Equiv. (SEC Std.) Balance
" 0.0565% 0.000001548 $13,805.824,715.11 100005 5 72
72 0.0577% 0000001561 513,880,386, 700.47 100007 6 72
3 0.0577% 0,000001581 $13,880,326,700.47 100007 I 72
WA 0.0677% 0.000001561 513,880,386, 700.47 100007 46 7
s 0.0577% 0,000001581 $13.860.386,700.47 100007 6 72
6 0.0583% 0000001596 513,886,250, 446.66 100005 45 n
W 0.0578% 0.000001583 $13.912.935,638.57 100005 50 1
18 0.0612% 0,000001676 $13,800,050,571.07 100006 51 70
79 0.0640% 0.000001778 513,768,693, 266.61 100005 52 7
710 0.0658% 0000001802 $13,001,692.126.35 100005 53 23
m 0.0659% 0,000001802 $13.001,692,126.35 100005 53 83
2 0.0658% 0,000001802 $13.901.692.126.95 100005 53 a3
ns 0,0637%: 0,000001746 $13,820,767,818.25 100005 51 81
N4 0.063%% 0000001750 $13,725.890,666.41 100006 51 ;7]
5 0.0650% 0,000001781 513,623,081, 237.50 100006 52 B4
186 0.0667% 0000001827 $13,602,050,136.14 100005 51 8
"7 0.0656% 0.000001747 $13.408.204,738.06 100007 53 85
ns 0.0656% 0,000001757 13,408,204, 738 06 100007 53 5
mne 0.0856% 0.000001 797 $13.408.204,738.06 100007 53 85
70 0.0653% 0000001768 $13,388,838.861.07 100005 50 7]
N 0.0641% 0,000001758 $13,478.481,771.60 100004 40 79
2 0.0619% 0000001697 $13.527.573.101.73 100003 50 81
73 0.0623% 0,000001 706 $13,413,706,136.57 100004 50 1
1oh 0.0637% 0000001746 $13,734,660,643.14 100004 50 20
7425 0.0637% 0.000001746 $13,734,660,643.14 100004 50 an
126 0.0637% 0,000001746 $13.734.660,643.14 100004 50 0
727 0.0643% 0,000001763 $13.757.102,043.68 100004 8 78
7128 0.0633% 0.000001734 $13,679,150,331,33 100007 48 78
720 0.0641% 0,000001757 $13,675.371,679.42 100005 48 77
7430 0.0660% 0,000001808 $13,623,381,267.07 100005 48 7
3 0.0668% 0.000001833 $13.453.405,380.74 100005 40 a2

Average: 0.0630% 0.000001725 $13,711,954,585.18 1.00005 50 79




Monthly Newsletter; August 2015

TexPooL PRIME

Portfolio by Maturity (%)

As of July 31, 2015

Summary as of July 31, 2015

B -7 days 35.8
W 30 days 30.4
B 31-00 days 23.1
B 01-160 days 9.8
B 181+ days 0.9

Portfolio by Type of Investment (%)
As of July 31,2015

B Commercial
Paper 52.7

B Govemment 6.8

Uninvested Balance

Accrual of Interest Income

Interest and Management Fees Payable
Payable for Investments Purchased

Accrued Expenses & Taxes
Repurchase Agreements
Commercial Paper

Bank Instrumants

Mutual Fund Investments
Government Securities
Variable Rate Notes

Total

B Repurchass
Agreements 12.9
‘ W Other 10.5
. M Variable Rate

Motes 17.1
256,00 SI56.00
84.770.83 9477083
11558301 11559301
0.00 .00
0.00 0.00
14262300000 142,623.000.00
58132044642 581,341.504.24
85.004.336.47 #5,095,790.00
116,014,19288 116,014,19288
0oo 0.00
179,007 22605 178.990.084.00
$1,104,047,634.82 51,104,044,014.13

School District
Higher Education

Healthcare
Utility Distriot
City

County
Other

a4 $610,711.790.87
8 §7253384593
10 S14,570,839.90
]l 536,478,501.93
H 8152051 06628
n S100,897 67335

3 511480515032




Daily Summary

Date
n
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Average:

TexPoorL PRIME

Money Mkt. Fund | Daily Allocation

Equiv. (SEC 5td.)
0.1103%
0.10094%
0.7094%
0.1094%
0.1084%
0.1082%
0.1063%
0.1005%
0.1096%
0.1106%
1L.1106%
0.1106%
0.1096%
0.1130%
0.1190%
01712005
01180
0.11805
0.1180%
0.1124%
01112%
0.1116%
01137
0.1194%
0.1194%
1.1184%
(1.1264%
0.1226%
0.1233%
0.1336%
0.1307%
0.1155%

0.000003023 $1,204,652,248 86
0.000002997 $1.205172999.98
0.000002997 $1,205172.999.08
0.000002807 $1.205.172,000.98
0.000002807 $1.205,172,000.98
0.000007965 S1.188.480,885.54
0.000002612 $1.105.363.257.42
0.000002900 $1,191.582.372.14
0.000003002 $1.162223882.20
0.000003028 $1,190.011.426.38
0.000003028 $1.190011,426.38
0.000003028 $1.180,011,426.38
0.000003004 5118996651557
0.000003006 5120243419480
0.000003261 $1.180.466215.72
0.000003268 $1,190,265,0972 53
0.000003234 $1.186.722.234.19
0.000003234 5118672223419
0.000003234 S1186722234579
0.000003060 $1.175.301,620.38
0.000003046 S1161.567.014.09
0.000003057 $1.152.776,647.50
0.0000037114 $1,153,600,893 56
0.000003272 $1.180.247,090.12
0.000003272 51,180.247,000.12
0.000003272 5118024700012
0000003462 S1.173040.227 52
0.000003358 51.200,806,190.85
0.000003377 $1220050561.11
0.000003660 $1,175.:303826.95
0.00000:3828 $1,104,047 634,83

0.000003165 $1,185,307,497.21

1.00000
0.00009
0809099
009999
088009
1.00000
1.00000
1.00000
1.00000
000009
(.80909
089909
1.00000
100000
100000
1.00000
089999
090809
009999
1.00000
1.00000
1.00000
1.00000
1.00000
1.00000
1.00000
100000
1.00000
100000
1.00000
1.00000
1.00000

a2
N
a0
k|
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last month, as well as those from other Fed governors, were
supportive of a September move. And despite a few bumps, most
notably in manufacturing, the stream of economic news has been
pretty good, The latest GDP report showed consumer spending
picking up and housing continuing to improve. Outside of
stubbornly modest wage gains, the labor marker continues to act
as if 1t’s the 1990s.

We do think the Fed will tread very gingedy once it begins to
move, Our scenario sees a rate hike of 25 basis points or so every
second or third meeting, starting with September as opposed to
December, as some are currently suggesting. Given the cash-flow
complications and all the funding and window-dressing moves
that oceur in the money matket toward the end of every year,

to toss in the beginning of a policy of mising rates when they've
effectively been at zero for seven years wouldn't make a lot of
sense from our perspective. That said, we wouldn't be surprised if
the Fed only makes one move this year; its first meeting in 2016 is
in late January, so skipping December wouldn't be such a big deal.

With the cash market starting to price in a move, we've been
able to find value in foaters—foating-rate instruments that reset
periodically and generally benefit in a rising-rate environment
and further out on the cash yield curve. This has resulted in a
unigue circumstance in our portfolios—the weighted average
life of our holdings has extended by about 10 days over the

past month as we moved out on the curve, but the weighted
average maturity hasn't budged, reflecting a big increase in
holdings of floaters that reset monthly. See you—and the Fed?—
in September.
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