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ECONOMIC TREND: Impact on the Pool 

During the past quarter the Federal Reserve (FED) raised short-term interest rates two times by 25 

basis points to its current level of 4.75%.  Most forecasts are for at least one additional rate hike by 

the FED in the upcoming quarter ending June 30. 

The impact of these rate increases on the Investment Pool is favorable. Approximately 30% of the 

Pool’s investment positions are in short-term instruments.  Future FED rate increases to interest rates 

will benefit the Investment Pool’s earnings.        

The unemployment rate decreased slightly last quarter to 4.7%.  A total of 590,000 jobs were created 

last quarter providing economic stimulus to other sectors of the economy.   

Consumer Confidence rose this quarter to 107.2, climbing to a three-year high. The economy grew at 

an annual rate of 1.7% during the past quarter. 
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ECONOMIC TREND:  Unemployment Rate 

The unemployment rate decreased slightly during the past quarter. It started the quarter at 4.9% and ended at 

4.7%.  American employers added 590,000 jobs this past quarter; the most since the fourth quarter of 2004. 
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ECONOMIC TREND:  Inflation 

The Consumer Price Index (CPI) decreased during the quarter ending December 31, 2005. It started the quarter at 

4.7% and ended at 3.4%.  However, the Core CPI, which excludes food and energy, increased at an annual rate of 

2.2% during the quarter.  
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ECONOMIC TREND:  Consumer Confidence 

Consumer Confidence which was decreasing last quarter reversed its downward-trend this quarter and reached 

103.6. Consumer confidence is a survey of consumer attitude concerning both the present situation as well as 

future expectations of the economy.  It is strongly related to consumer spending. 
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ECONOMIC TREND:  GDP (Gross Domestic Product) 

The economy grew at an annual rate of 4.1% this quarter, much stronger than the previous quarter. Most 

forecasters are predicting a weaker growth rate of 3 to 3.5 percent for 2006. 

ANNUALIZED PERCENTAGE CHANGE IN GROSS DOMESTIC PRODUCT
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II. Overview of Investment Activities
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SANTA BARBARA COUNTY INVESTMENT FUNDS 
Quarter Ending March 31, 2006 

SUMMARY OF INVESTMENTS IN THE TREASURER’S POOL 

PRINCIPAL COST    $853,935,851 

MARKET VALUE (provided by Union Bank)                       $845,158,620 

CUMULATIVE UNREALIZED LOSS         $8,777,231* 

TOTAL NET EARNINGS ON THE TREASURER’S POOL          $7,262,547 ** 

AVERAGE DAILY BALANCE ON THE TREASURER’S POOL     $881,290,705 

CASH                        $29,279,283 

ACCRUED INTEREST AT PURCHASE               $109,854 

NET INTEREST RATE ON THE TREASURER’S POOL             3.34% 

WEIGHTED AVERAGE DAYS TO MATURITY             319 

WEIGHTED AVERAGE DAYS TO CALL DATE                    206 

SUMMARY OF INVESTMENTS IN TOBACCO SETTLEMENT FUND 

PRINCIPAL COST               $2,616,081 

MARKET VALUE      $2,562,780 

CUMULATIVE UNREALIZED LOSS        $53,301 

YIELD TO MATURITY                                                                           4.91% 

WEIGHTED AVERAGE DAYS TO MATURITY            1,954 

SUMMARY OF THE CERTIFICATES OF PARTICIPATION RESERVE FUNDS 

PRINCIPLE COST               $13,725,330 

MARKET VALUE            $13,665,334    

CUMMULATIVE UNREALIZED LOSS             $59,996 

YIELD TO MATURITY                       4.09% 

WEIGHTED AVERAGE DAYS TO MATURITY             321 
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CHARTS: The following charts are provided for your review: 

Chart 1: Asset Distribution by Sector 

Chart 2: Maturity Distribution 

Chart 3: Annualized Performance Trend 

Chart 4: Agency Quarterly Income 

As you can see on Chart 1, for the quarter ending March 31, 2006, 38% of the pool’s assets were invested in Government 

Agency Bonds, 40% in Callable Government Agency Bonds, 15% in Commercial Paper, 5% in LAIF (Local Agency 

Investment Fund) and 2% in Corporate Bonds. 

Chart 2 shows that 25% of the pool’s investments have a maturity between 1 and 90 days, 33% between 91 days and 1 year, 

25% between 1 year and 2 years, 11% between 2 and 3 years, 1% between 3 and 4 years, and the other 5% is invested in 

LAIF.

Chart 3 compares the County’s return to various indexes and to LAIF’s return on an annual basis.  For the 12 months ending 

March 31, 2006 the Treasurer’s Pool earned a rate of return of 3.34%.  LAIF’s return for that same period was 3.42%.     

Finally, Chart 4 reflects how the pool’s earnings were distributed between the County, Schools and Special Districts. 

The investment portfolio as of the quarter ending March 31, 2006 is in compliance with the statement of investment policy. 

The Treasurer’s Investment Pool has sufficient cash flow available to meet all budgeted expenditures for the next six months. 

* Sufficient liquidity is maintained in the pool to avoid the actual realization of any unrealized losses due to market interest

rate fluctuations.  It is our basic policy to retain securities in the pool until maturity, when the pool realizes the full par value 

of the investment. 

** This figure includes $243 income from the securities lending program.  Under this program we lend some of the securities 

in our portfolio to a borrower for one day and receive income for it.  The borrower provides collateral equal to 102% of the 

value of the loaned securities. The collateral is held by a third party until the securities are returned to us.
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CHART 1

TREASURER’S INVESTMENT PORTFOLIO 
ASSET DISTRIBUTION BY SECTOR (PAR VALUE) 

03/31/2006
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CHART 2 

TREASURER’S INVESTMENT PORTFOLIO 
MATURITY DISTRIBUTION 

03/31/2006
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CHART 3 

TREASURER’S INVESTMENT PORTFOLIO 
ANNUALIZED PERFORMANCE VERSUS SELECTED BENCHMARKS 

03/31/2006
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CHART 4 

TREASURER’S INVESTMENT PORTFOLIO
AGENCY QUARTERLY INCOME DISTRIBUTION 

03/31/2006
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