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INVESTMENT STRATEGIESINVESTMENT STRATEGIES



 
““As an integral part of an investment policy, the As an integral part of an investment policy, the 
governing body shall adopt a separate written governing body shall adopt a separate written 
investment strategy for each of the funds or investment strategy for each of the funds or 
group of funds under its control.group of funds under its control.””

Chapter 2256.005(d), Texas Public Funds Investment ActChapter 2256.005(d), Texas Public Funds Investment Act
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INVESTMENT STRATEGIESINVESTMENT STRATEGIES



 
Cash flow needs determine the appropriate Cash flow needs determine the appropriate 
investment strategyinvestment strategy


 

Short term Short term ––
 

current needs (0 to 1 year)current needs (0 to 1 year)


 

Medium term Medium term ––
 

liability matching horizon (1 to 3 liability matching horizon (1 to 3 
years)years)



 

Long term Long term ––
 

dedicated purpose (3 to 5 years)dedicated purpose (3 to 5 years)
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INVESTMENT POOL STRATEGYINVESTMENT POOL STRATEGY



 
The majority of City  revenues are pooled The majority of City  revenues are pooled 
internally for investmentinternally for investment


 

Tax receiptsTax receipts


 

Enterprise fund revenuesEnterprise fund revenues


 

Fine and fee revenuesFine and fee revenues


 

Some bond proceeds, grants and giftsSome bond proceeds, grants and gifts
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INVESTMENT POOL STRATEGYINVESTMENT POOL STRATEGY



 

ObjectivesObjectives


 

Keep adequate liquidity to meet short term needsKeep adequate liquidity to meet short term needs


 

Money market mutual fundsMoney market mutual funds


 

Local government investment poolsLocal government investment pools


 

Short term securities with maturities of one year or lessShort term securities with maturities of one year or less


 

Certificates of depositCertificates of deposit



 

Match medium term investments to known future cash flow Match medium term investments to known future cash flow 
needs (payroll, debt service payments, etc.)needs (payroll, debt service payments, etc.)


 

U.S. treasury and agency securities U.S. treasury and agency securities 



 

Limit weighted average maturity of the pool to 1.5 yearsLimit weighted average maturity of the pool to 1.5 years
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INVESTMENT POOL STRATEGYINVESTMENT POOL STRATEGY
 PORTFOLIO BY MATURITY AS OF 9/30/09PORTFOLIO BY MATURITY AS OF 9/30/09

Short Term 
(Overnight) 

13.9%
Medium Term 
(1 to 3 Years) 

30.5%

Short Term 
(2 Days to 1 Year) 

55.5%
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BOND RESERVE FUND BOND RESERVE FUND 
STRATEGYSTRATEGY



 

Some bond reserve funds are invested separatelySome bond reserve funds are invested separately


 

ObjectivesObjectives


 

Use long term investments to optimize interest earningsUse long term investments to optimize interest earnings


 

Subject to rebate under federal tax regulationsSubject to rebate under federal tax regulations



 

Keep investment market values at levels required by bond Keep investment market values at levels required by bond 
ordinancesordinances


 

U.S. treasury and agency securitiesU.S. treasury and agency securities



 

Keep investment maturities less than final maturity of the Keep investment maturities less than final maturity of the 
bondsbonds


 

Investment policy limits maximum maturity to 5 yearsInvestment policy limits maximum maturity to 5 years
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