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How Much Experience Do You
Have in Investing Public Funds?
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Key Investment Terms
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Who Sets Interest Rates A0 meeper

SHORT TERM LONG TERM
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Federal Reserve

FEDERAL OPEN MARKET
COMMITTEE

The Chair of the Board is the
FOMC Chair.

consists of the members of the Board of [K* * BOARD OF GOVERNORS

Governors and Reserve Bank presidents.

Structure

)|
.,,u-n,u'.‘
LTI

CONGRESS

oversees the Federal Reserve System
and its entities.

is an independent agency of the
federal government.

/QQ_ MEEDER

= FEDERAL RESERVE BANKS

are the operating arms of the
Federal Reserve System and are

supervised by the Board of Governors.
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Federal Open Market Committee (FOMC) A0 meeoer

12 Members 8 Meetings

* Board of Governors e Scheduled two-day meetings

e President of Federal Reserve Bank of e Additional meetings may be called, if
New York needed

e 4 Regional Federal Reserve Bank e Quarterly press conference

residents, rotating annuall
P ’ & y e Quarterly update of projections
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FOMC Mandates AQ meeoer

()

O G

2>

STABLE PRICES

FULL EMPLOYMENT

MODERATE
LONG-TERM INTEREST
RATES
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Who is the Current Federal
Reserve Chair?
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I
Security Features (0 meeper

CuUsSIP Issuer Coupon Rate Maturity Date PAR

* Unique identifier e Entity issuing * Annual percentage * Future date * Face value
assigned to publicly the security rate paid at which par amount of security
traded securities . to investor is paid o

* Obligated to investor * Principal amount

* Combination to repay * May be fixed paid to investors
of letters and the investor or variable at maturity
numbers

*  May be 0%
* Assigned to
the entire issue

EXAMPLE EXAMPLE EXAMPLE EXAMPLE EXAMPLE
3133ER7L9 Federal Farm Credit 4.00% 3/18/2030 $10,000,000

SOURCE: BLOOMBERG
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Key Terms: Security Purchases AQ meeoer

Trade Settlement Price Principal Cost Premium Purchased
Date Date Price per $100 par | Price X or Discount Accrued
Date order Date when value par value Par value: Price Interest
is executed funds are
. Interest due seller
. Discount
to purchase securit due to seller
p y when positive when purchase
settles in
Premium between coupon
when negative payment dates
EXAMPLE EXAMPLE EXAMPLE EXAMPLE EXAMPLE EXAMPLE
3/12/2025 3/18/2025 99.90 $9,990,000 $10,000 discount $7,777.78

SOURCE: BLOOMBERG
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Purchased Accrued Interest A0 meEDER

COUPON PAYMENT PERIOD (3/18/25 to 9/18/25)

Due seller of security (3/18/25 to 3/25/25)

Investor purchases security (3/25/25)

Investor receives full coupon payment (3/18/25 to 9/18/25)
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Realized Gains/Losses

Cash basis

When selling prior to maturity,
the difference between the
selling cost and original cost,
will be recognized as a gain/loss

Sell Principal Cost — Original Cost

Accrual basis

When selling prior to maturity, the difference
between the selling cost and amortized cost, or
book value,

will be recognized as a gain/loss

Sell Principal Cost — Amortized Cost
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How Accounting Can Affect AQ meeper

Investment Decisions

WOULD YOU RATHER..

* Some entities who do not amortize will not
buy option A because the bond will show

Option A Option B as a loss at maturity— even though they
will earn 0.03% more than option B

- This leads to lower earnings

Coupon 4.00%  Coupon 3.70%

* Even though you may not amortize,
it is okay to buy bonds at a premium
— Consider limiting the amount

of the premium to not exceed the coupon
payment

Yield to Maturity 3.75% Yield to Maturity 3.72%

Dollar Price S101 Dollar Price $99.92

16 FOR INFORMATIONAL PURPOSES ONLY. SEE IMPORTANT DISCLOSURES AT THE END OF THE PRESENTATION.



I ———
Market Impact on Security Value A meeoer

Market Coupon Price e Par
Rate Rate
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Market Impact on Security Value A meeoer

Market Coupon
Rate Rate

Premium
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Market Impact on Security Value A meeoer

Market Coupon
Rate Rate

Discount
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Options for Holding Securities A MEEDER
COMPARING THIRD-PARTY CUSTODIAN VERSUS BANK OR BROKER SAFEKEEPING

THIRD-PARTY CUSTODIAN BANK OR BROKER SAFEKEEPING

Securities held in public entity’s name in Securities not held in public entity’s name
bank trust department

Cost bundled with other services

Transparent cost for service Bank or broker controls account

Public entity controls account Investment assets may not be protected

Investment assets protected from bank’s from bank or broker’s creditors
creditors

“GFOA recommends that governments use an independent third-party custodial service for safekeeping

of investments.”
—Best Practices: Using Safekeeping and Third-Party Custodian Services

20

https://www.gfoa.org/materials/using-safekeeping-and-third-party-custodian-services
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PUBLIC FUNDS

Market Timing Risk
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Can Anyone Time the Market Accurately Over A% weeoer
the Long Run?

SOURCE: FEDERAL RESERVE, GOOGLE

22

to make astrology

ECONOMIC “The only function of “The Federal Reserve
economic (and interest rate) is currently
forecasting is not forecasting

a recession.”

look respectable.” BEN BERNANKE
Former Fed Chair
JOHN KENNETH January 10, 2008
GALBRAITH
Economist
“It’s tough
to make
« °I:
r abilit .
t(? :orzlzasty predictions,
i< limited.” especially about
) the future.”

ALAN GREENSPAN

Former Fed Chair
November 2019
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How Good are You at

Predicting Future Events?

MARKET TIMING

In January of 2019:
| accurately predicted the Fed would
cut rates four (4) times for the year

At the beginning of February 2020:

| accurately predicted the fiscal and
monetary response to COVID, and
the effects on rates and the economy

In January 2022
| accurately predicted the Fed would
hike rates seven (7) times for the year

2024
| know by how much and when
the Fed will raise/cut rates

~O WO NVNO O

N
w
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CASH FLOW TIMING

01

While | don’t know the exact amount,
| generally know my big ticketed cash outflow items
and approximately when they will go out

02

| generally know when | receive
big cash inflows

03

My Investment policy’s primary objective
in order of importance is safety of principal, sufficient
liquidity, and yield

04

My Investment policy does not
state anywhere that my duties are
to time the market
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Too Little...Too Late (0 meepeR

21.00%
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0.00%
1971 1974 1977

SOURCE: NBER & BLOOMBERG
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l l Recession ——Effective Funds Rate
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Rates Since January 2023 A0 meeper

Fed Funds Effective Rate & US 3-Month Treasury
5.6

5.4

> Fed Funds

5.0
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4.4

s 3-Mon Tsy
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SOURCE: BLOOMBERG
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Percent

Rates Since January 2023

Fed Funds Effective Rate & US 3-Month Treasury
5.6

5.4
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5.2

Fed Funds

5.0

Percent

4.8

4.6

4.4

4.2

Jan-23  Feb-23 Mar-23 Apr-23 May-23 Jun-23  Jul-23  Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24

US 5-Year Treasury

5.0
4.8

4.6 Hawkish Fed Stronger Jobs &

4.4 Inflation Up

4.2 Hawkish

Fed

Dovish Fed &

Disinflation Disinflation

4.0

3.8 Fed & FDIC

3.6 “Bailout Banks”

Jul-24  Aug-24 Sep-24 Oct-24 Nov-24 Dec-24

3-Mon Tsy

Jan-25 Feb-25 Mar-25 Apr-25

Election &
Debt Worries

Stronger
Jobs

Tariffs

Weaker

Bank
Failures
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3.2

Jan-23  Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23  Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24

SOURCE: BLOOMBERG
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Jul-24  Aug-24 Sep-24 Oct-24 Nov-24 Dec-24

Jobs
15t Fed Cut

Jan-25 Feb-25 Mar-25 Apr-25
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Is Now a Good Time to Implement? A0 meeoer

2-Year Treasury Yield 5-Year Treasury Yield
, 6% 6%
5% 5%
4% 4%
24-YEAR AVERAGE 24-YEAR AVERAGE
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SOURCE: BLOOMBERG
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Longer Duration has Generated more

Investment Income Over the Long Run

6.0%

5.8%

5.6%

5.4%

5.2%

5.0%

4.8%

4.6%

4.4%

3M

Average Monthly Treasury Yields: 1963 to Present

104 BASIS POINTS

6M 1Y 2Y 3Y 5Y

“It’s time in the market...not timing the market”

5.70%

7Y

/QQ_ MEEDER

5.86%

10Y

SOURCE: BLOOMBERG, MONTH-END CLOSING YIELDS, 2Y INTERPOLATED 1963-1976, 7Y INTERPOLATED 1963-1969
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Cycle of Emotions A¢ MEEDER

Euphoria

Thrill Denial

Optimism

Anxiety Optimism

Relief

Despair
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MEEDER

“SOURCE: PORTRAIT OF MILTON FRIEDMAN" BY THE FRIEDMAN FOUNDATION FOR EDUCATIONAL CHOICE IS MARKED WITH CCO 1.0.
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Liquidity Costs &
Considerations



Never take your eyes
off the cash flow

because it’s the
lifeblood of business.

—SIR RICHARD BRANSON

FOR INFORMATIONAL PURPOSES ONLY. SEE IMPORTANT DISCLOSURES AT THE END OF THE PRESEN.

SOURCE: RON ADAR / SHUTTERSTOCK.COM
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Too Much Liquidity? AQ meeoer

High cash
flow needs?

Timing of
the market?

OOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOO
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Opportunity to Create

Longer-Term Certainty

Average LGIP (7D)
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As a Reminder...

The Fed 419 days Fed on hold

stopped raising before reducing 170 days and

rates interest counting
rates

by 50bps




Opportunity Costs (0 meeEr

How Interest Rates React to Fed Rate Cuts
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The Recent Yield Curve Trap

Treasury Yield Curve Change

SOURCE: MEEDER, BLOOMBERG
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Beware of the
trap!



Breakeven Analysis: 00 meever
5-Year versus 1-Year Investment

5-year: US Treasury at 4.15% 1-year: US Treasury at 4.10%

Maturity Amount Interest Earned Maturity Amount Interest Earned
Year 1 SO S41,500 Year 1 $1,000,000 S41,000
Year 2 SO $41,500 Year 2 SO ?

Year 3 SO $41,500 Year 3 SO ?
Year 4 SO $41,500 Year 4 SO ?
Year 5 $1,000,000 S41,500 Year 5 SO ?
TOTAL $1,000,000 $207,500 $1,000,000 $41,000

$207,500-$41,000 = $166,500

’
What’s my $166,500/4 = $41,625 Per Year
breakeven rate? $41,625/$1,000,000 = 4.1625%

SOURCE: MEEDER PUBLIC FUNDS. FOR ILLUSTRATIVE PURPOSES ONLY. RATES AS OF 4/11/2025
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1-year Treasury versus 5-year Treasury

7

\ 5-year 2.71% avg
"\ 1-year 1.99% avg.

0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

1-year Treasury

5-year Treasury

SOURCE: BLOOMBERG
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Performance
Measurement
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Accountant Mission Statement A meEDER

| solve problems you didn’t know you had and in ways you can’t understand

Accounting does not make
corporate earnings or balance
sheets more volatile.
Accounting

just increases the transparency
of
volatility of earnings.

—DIANE GARNICK
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Investment Reconciliation: Cash Basis A0 mEeEDER

Revenue or Expense?

Investment
Fee

Beginning Interest Purchased
Cost Received Interest Paid

Custody Ending
Fee Cost

AGREES WITH COST
BASIS
PER CUSTODIAN
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|
Financial Statement Impact

GASB 31

e Accrued interest

 Market values

GASB 40

* |nvestment risk disclosure

GASB 72

e Source of

market values

OOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOO
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Financial Statement Impact

GASB 40
Disclosures

 Summary of Deposit and Investment Policy

e Custodial Credit Risk
* Deposits collateralized or uncollateralized

e Securities held by counterparty
or counterparty’s trust department
but not in the government’s name
* Investment Risk
e Concentration of credit risk

* Interest rate risk

44
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Budget Stability of Sleep Adjusted
Investment Income Returns

FOR INFORMATIONAL PURPOSES ONLY. SEE IMPORTANT DISCLOSURES AT THE END OF THE PRESENTATION.

The only place in local
government where

revenue

can be generated
without assessing taxes
or fees
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When is Interest Income of Most Value?

Business Cycle

Peak Peak

Expansion Recession Expansion

/QQ\ MEEDER

Recession

Depression Recovery

Trough
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Projected Annual Interest Income

I A

47

Overnight

0-1 year

1-2 year

2-3 year

3-4 year

4-5 year

TOTAL

Cost

4,470,589

12,199,550

10,365,700

10,829,880

4,976,000

5,594,650

48,436,369

Yield

4.44

4.37

4.17

4.12

4.21

4.21

4.23

Year 1

533,120

432,250

446,191

209,490

235,535

1,856,585

Year 2

432,250

446,191

209,490

235,535

1,323,465

Year 3

446,191

209,490

235,535

891,215

Year 4

209,490

235,535

445,024

/QQ\ MEEDER

Year 5

235,535

235,535
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Projected Annual Interest Income AL meepen

2,000,000 -
1,800,000 -
$1,856,585
1,600,000 -
1,400,000 -
1,200,000 - $1,323,465
1,000,000 -
800,000 $891,215
600,000

400,000 *

$445,024

200,000 ¢ $235,535

Year 1 Year 2 Year 3 Year 4 Year 5

B Projected Income

48 48



000000
Portfolio lllustration AQ meeper

Sample Portfolio Sample Asset Allocation
Cash 20%
Securities 80%

Sample Securities

Weighted Average maturity 2.07 Years

W US Treasuries

Sample Maturity Distribution

B US Government Agencies
M Cash

B FDIC Insured Products

B Commercial Paper

Municipal Securities

Overnight O0-lyear 1-2years 2-3years 3-4years 4-5years

PORTFOLIO ILLUSTRATION IS HYPOTHETICAL IN NATURE, DOES NOT REFLECT ACTUAL INVESTMENT RESULTS, AND DOES NOT GUARANTEE FUTURE RETURNS.
THE PORTFOLIO ILLUSTRATION PROJECTS THE WEIGHTED AVERAGE YIELD OF A HYPOTHETICAL PORTFOLIO INVESTED ON THE DATE SHOWN AND ALLOCATED ACROSS THE INDICATED ASSET CLASSES AND MATURITIES.
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Book Return and Total Return Details A0 meEDER

CITY COUNCIL

Book Return =

+ Received Interest
+/- Realized Gains/Losses

Average Daily Book Balance for the Period

Under Total Return

Total Return = e Gains/losses are

treated the same
as income

+ Accrued/Received Interest
+/- Realized/Gains Losses

+/- Unrealized Gains/Losses

Average Daily Book Balance for the Period

SOURCE: MEEDER PUBLIC FUNDS
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Action Plan

Understand Key
Terms

Beware Market
Timing

Manage
Liquidity

Measure to
Assess Success

OOOOOOOOOOOOOOOOOOOOOOOOOOO
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Disclosures

Meeder Public Funds, a subsidiary of Meeder Investment Management, is a registered investment adviser with the
Securities and Exchange Commission (SEC) under the Investment Advisers Act of 1940. The opinions expressed in this
presentation are those of Meeder Investment Management. The material presented has been derived from sources
considered to be reliable, but the accuracy and completeness cannot be guaranteed.

Any rates and yields shown are for illustrative purposes only. Any securities shown are for illustrative purposes only
and should not be assumed to be eligible investments for your entity. You should review any investment’s eligibility
based on state law and your entity’s investment policy.

Past performance does not guarantee future results. Opinions and forecasts are all subject to change at any time,
based on market and other conditions, and should not be construed as a recommendation of any specific security.
Investing in securities involves inherent risks, including the risk that you can lose the value of your investment. There
is no assurance that the investment process will consistently lead to successful results. The investment return and
principal value of an investment will fluctuate so an investor’s shares or units, when redeemed, may be worth more
or less than their original cost.

© 2024 Meeder Investment Management
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Long Beach, California
Salt Lake City, Utah
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