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REVIEW & OUTLOOK



ECONOMIC HIGHLIGHTS

 What has happened:
 Federal Reserve announced another round of quantitative 

easing, “QE II”:
 Additional purchases of $600 Billion in Treasuries until June 30th, 

2011

 Mid-term elections saw a landslide win for the “GOP”:
 Republicans took control of the House, but fell short in the Senate

 Risks of deflation and another recession have declined:
 Jobs market showing signs of improving
 Consumers more confident and purchasing more
 Housing Market showing signs of stability
 Starting to see renewed inflationary pressures from commodities



ECONOMIC HIGHLIGHTS

 What is going to happen:
 Equity markets are going to continue to show strength 

thereby putting pressure on yields
 Government will hopefully focus on being more 

accommodative to the economic recovery
 Continue to see improvement in GDP growth from improving 

strength in economic data
 Expectations for the FOMC to keep the Fed Funds rate 

unchanged has been extended to December 2011 or 
beyond
 Inflation continues to remain subdued
 Unemployment rate still elevated at 9.0%



LOCAL GOVERNMENT 
INVESTMENT POOL



SHORT-TERM INTEREST RATES

 Change in short-term rates over the 4th Quarter
 3-month: -3 bps
 6-month: no change
 1-year: +3 bps

 Current Rates as of 2/4/11:
Term Treasuries Agencies

3-Month 0.15% 0.17%

6-Month 0.17% 0.18%

1-Year 0.27% 0.25%



CHANGE IN T-BILL RATES



CHANGE IN DISCOUNT NOTE RATES



CURRENT YIELD CURVES



LGIP ATTRIBUTES

As of December 31st, 2010

LGIP
90 DAY CONSTANT 

MATURITY

Yield to Maturity 0.26% 0.13%

Weighted Average Maturity 102 days 90 days

Effective Duration 0.27 years 0.25 years

Amortized Book Value $1,146,481,098.09

Market Value $1,149,129,464.84

Net Asset Value 1.00231



LGIP DURATION DISTRIBUTION



LGIP QUALITY DISTRIBUTION



LGIP SECTOR DISTRIBUTION



PORTFOLIO STRATEGY

 Look at adding high quality floating rate securities into the 
portfolio
 Defensive against rising rates
 Prefer issues that use three month LIBOR as reference rate

 Continue to diversify issuers through purchases of FDIC insured 
corporates
 Maintain 15% to 20% exposure

 Maintain weighted average maturity around 120 days
 Continue to ladder further out on the curve to meet projected 

withdrawals

 Maintain 5 - 10% cash to be able meet unanticipated 
withdrawals



DIVERSIFIED BOND FUND



 Change in rates over the 4th Quarter

● 3 month: -3 bps   ● 1 year: + 3 bps
● 3 year: +36 bps    ● 5 year: +74 bps    ● 10 year: +78 bps

 Current Rates as of February 1, 2011
Term Treasuries Agencies

3 Month 0.15% 0.17%

1 Year 0.25% 0.29%

3 Year 1.01% 1.30%

5 Year 2.00% 2.29%

10 Year 3.33% 3.43%

Intermediate-Term Interest Rates



YIELD CURVE
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Diversified Bond Fund
DECEMBER 2010

DBF
Barclay’s Cap. 

Int. Agg. A Or Better
Index

Yield to Maturity 2.3% 2.5%

Weighted Average Maturity 3.7 years 4.5 years

Effective Duration 2.9 years 3.7 years

Amortized Book Value $416,173,147.85

Market Value $430,276,464.43



DBF DURATION DISTRIBUTION
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DBF QUALITY DISTRIBUTION
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DBF SECTOR DISTRIBUTION
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 Maintain relatively “short duration” stance

 Look for relative value opportunities (Example: Agency 
ARMS, Corporate Securities)

 Maintain relatively conservative quality position

 Trading opportunities (possibly more frequent trading)

 Emphasize care in not “chasing” yields



CONTACT US ANYTIME
Shawn Nydegger

Idaho State Treasurer’s Office
(208) 332-2989

shawn.nydegger@sto.idaho.gov

Paul Stewart
Idaho State Treasurer’s Office

(208) 332-2938
paul.stewart@sto.idaho.gov

John McCune
Capitol Investment Advisors

(208) 388-4221
jmccune@dadco.com


