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ECONOMIC TREND: Impact on the Pool 
 

 The Federal Reserve (FED), maintained the target federal funds rate at a range of 0 to .25% 
throughout the quarter.           

 
 The persistent low short - term market rates resulted in a decline in the pool’s earnings for the 

quarter.  The FED has indicated low interest rates will remain in place for some time. Fixed income 
investment offerings are expected to continue to be purchased at lower rates of return than many of 
the current pool holdings. Cash deposits and maturing investments are likely to be invested at lower 
rates as compared to the pool’s current holdings.                

 
 The unemployment rate increased from March 2010’s 9.7% to 9.9% in April but dropped back in 

May to 9.7%, its previous quarter average, and ended June at 9.5%. Payrolls increased by 621,000 
jobs throughout the quarter ended June 2010, the highest quarterly increase since March 2006. 
Although there is indication of some improvement in labor markets, the data has been inconsistent, 
unemployment remains high, and wage growth remains constrained.    

 
 Consumer Confidence began the quarter at 52.3 and rose to 57.7 in April and 62.7 in May. It ended 

the June 2010 quarter at 52.9. The economy expanded at an annualized growth rate of 2.7% and it is 
expected to continue its expansion at a moderate pace.     
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ECONOMIC TREND:  Unemployment Rate 
The national unemployment rate began the March 2010 quarter at 9.7% increased to 9.9% in April and steadily 
declined to 9.7% in May and 9.5% June. The California unemployment rate ended the quarter at 12.3%. The 
unemployment rate represents the number of unemployed persons as a percent of the labor force. The sampling 
used each month to calculate the rate is approximately 60,000 households. 
  
  
  
  
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

Source:  Bureau of Labor Statistics 
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ECONOMIC TREND:  Inflation 
The Consumer Price Index (CPI) remained positive, but declined over the quarter ended June 2010.  It started at 
2.3, reduced slightly to 2.2 in April, 2.0 in May, and ended the quarter at 1.1.  The Core CPI, which excludes food 
and energy, began the quarter at 1.1 and ended it at .9. The CPI represents changes in prices of all goods and 
services purchased for consumption by urban households. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

           
Source: Bureau of Labor Statistics 
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CONSUMER PRICE INDEX
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ECONOMIC TREND:  Consumer Confidence 
 

Consumer Confidence began the June 2010 quarter at 52.3 and ended at 52.9. This Index is the average of 
responses to current business and employment conditions and responses to six-month future expectations for 
business conditions, employment conditions, and total family income.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

CONSUMER CONFIDENCE
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ECONOMIC TREND:  GDP (Gross Domestic Product) 
 
The economy experienced its third consecutive quarter of positive growth, ending March 2010 at 2.7%. Annualized 
GDP first evidenced significant improvement in June 2009, and became positive in September 2009 at 2.2%.  It is 
expected that GDP will continue to expand moderately. Gross domestic product is the value of all goods and 
services produced.     

 

 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 June 30, 2010 
 
 

SUMMARY OF INVESTMENTS IN THE TREASURER’S POOL                                                         
PRINCIPAL COST $    770,094,133 
MARKET VALUE (provided by Union Bank) $    775,430,846 
CUMULATIVE UNREALIZED GAIN (See Note Below) $        5,336,713 
TOTAL NET EARNINGS ON THE TREASURER’S POOL $        2,458,485  
AVERAGE DAILY BALANCE ON THE TREASURER’S POOL    $ 1,043,447,223 
CASH ON DEPOSIT AT BANK $    105,786,049 
ACCRUED INTEREST AT PURCHASE $             46,747 
NET INTEREST RATE ON THE TREASURER’S POOL         0.945 % 
WEIGHTED AVERAGE DAYS TO MATURITY           391 
 
                                
SUMMARY OF CERTIFICATES OF PARTICIPATION/LEASE FUNDS WITH FISCAL AGENTS 
PRINCIPAL COST $  38,945,844 
MARKET VALUE $  39,090,922 
CUMULATIVE UNREALIZED GAIN (See Note Below)                     $       145,078  
YIELD TO MATURITY          1.16% 
WEIGHTED AVERAGE DAYS TO MATURITY          273 
 
 
Note:  Unrealized gains and losses are not expected to be realized.  It is our basic policy to retain securities in the pool until 
maturity. 
   
 
 
 
 
 
 
 
9  
 



CHARTS: The following charts are provided for your review: 
 
Chart 1: Asset Distribution by Sector (Par Value) 
Chart 2:  Credit Rating At Time of Purchase By Percent of Book Value 
Chart 3: Maturity Distribution 
Chart 4: Average Daily Cash Balance and Income Distribution 
Chart 5: Quarterly Performance Versus Selected Benchmarks 
 
As you can see on Chart 1, for the quarter ending June 30, 2010, 30.2% of the pool’s assets were invested in Government 
Agency Bonds, 5.5% in Treasury Bills, 23.5% in Callable Securities, 10.7% in Commercial Paper, 5.7% in LAIF (Local 
Agency Investment Fund), 5.1% in Medium Term Notes, 1.1% in Medium Term Notes – FDIC Insured, 6.1% in Negotiable 
Certificates of Deposit and 12.1% in cash on deposit at the bank. 
 
Chart 2 shows that at June 30, based upon ratings at the time of purchase as required by the adopted investment policy, 
60.8% of securities in the pool were rated AAA, 4.6% are rated AA, 13.8% are rated A-1, P-1, F-1, 3.0% are rated A-1, P-2, F-
1,  and 17.8% were unrated.  
 
Chart 3 shows that at June 30, 20.3% of the pool’s investments have a maturity between 1 and 90 days, 27.1% between 91 
days and 1 year, 10.8% between 1 year and 2 years, 8.8% between 2 and 3 years, 4.5% between 3 and 4 years, 8.6% between 4 
and five years, and the other 19.9% is invested in LAIF, other overnight securities, or is cash on deposit at the bank.   
 
Chart 4 reflects how the pool’s net earnings of $2,458,485 were distributed between the County (40%), Schools (51%) and 
Special Districts (9%), based upon average daily cash balances. 
 
Chart 5 compares the County’s return to various indexes on a quarterly basis.       
 
The investment portfolio as of the quarter ending June 30, 2010 is in compliance with the Treasurer’s statement of investment 
policy. 
 
The Treasurer’s Investment Pool has sufficient cash flow available to meet all budgeted expenditures for the next six months. 
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TREASURER'S INVESTMENT PORTFOLIO
ASSET DISTRIBUTION BY SECTOR (PAR VALUE)

6/30/2010

CHART 1
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CA Local Agency Investment Fund/
Cash on Deposit at Bank (Not Rated)

Investment Policy Requirements:
Agency of the Federal Government/US Government Sponsored:  AAA
Commercial Paper of US Corporations, Assets Greater Than $500 million: A1, P1, F1 (by two of the three rating 
agencies)
State of California:  LAIF:  N/A
Negotiable CD's:  A1, P1, F1 (by two of the three rating agencies)
Medium Term Notes/Corporate Notes of US Corporations:  Up to three years:  AA- by at least two of the three rating 
agencies. Greater than three years: AA by at least two of the three rating agencies.



CHART 3
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TREASURER'S INVESTMENT PORTFOLIO 
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6/30/2010

CHART 3
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TREASURER'S INVESTMENT PORTFOLIO 
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CHART 4
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County, 40%

Schools, 51%

The average daily cash balance of all entities in the  
pool over the 6/30/2010 quarter was $1,043,447,223.  
Aggregate interest earnings of $2,458,485 was 
distributed to pool participants.
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