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Treasurer-Tax Collector
SUBJECT: Treasurer’s Management Report for July 31, 2009

Attached please find the Treasurer’s Management Report for the County of Orange for the
month ended July 31, 2009. The information provided herein, including all charts, tables,
graphs and numerical representations, is provided to readers solely as a general overview of the
economic and market conditions which the Treasurer utilizes in making investment decisions.
In addition, a complete version of this report is also available for download at our website
www.ttc.ocgov.com.

TREASURER’S REPORT

In order to assist you in reading this report, please note that the current balances reflect the
investments recorded in the portfolios for each particular fund for the period ending July 31st.
Each money market fund has an average maturity of less than sixty days, with a net asset value
(NAV) falling within the range of $0.9950 and $1.0050. The Extended Fund shall have a
duration not to exceed a leading 1-3 Year index +25%. All investments are marked to the
market at the end of the reporting period due to the narrow valuation range prescribed by the
Pools’ Investment Policy Statement.

The reports reflect the par value (face value), the cost and market value (the price of each
security at the close of the market on the last trading day of the month). Market values are
derived from the Bloomberg Professional Service, a premier provider of instant access to real-
time and historical financial data. The difference between the market value and book value is
the unrealized gain or (loss). The Detail Transaction Report Section is provided in compliance
with California Government Code Section 53607, which requires that the Treasurer file such a
report with the Board of Supervisors, from whom his investment authority has been delegated.
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APPORTIONMENT OF COMMINGLED POOL INTEREST EARNINGS

We have prepared a forecast for the timing of the County Investment Pool’s May 2009,
June 2009 and July 2009 interest apportionments. The May 2009 interest apportionment
was posted to participants’ cash accounts in the County general ledger on Aug 7, 20009.
We anticipate posting the June 2009 and July 2009 interest apportionments to
participants’ cash accounts in the County general ledger by approximately August 17 and
September 3, 2009 respectively.

PORTFOLIO COMPOSITION
The following graphs represent the County, School and John Wayne Airport investment

pools’ composition by issuer type. The County and School pools include their portion of
the Extended Fund (Exhibit 1).

Exhibit 1: County
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John Wayne Airport
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MARKET OBSERVATIONS

The Orange County Treasurer’s office is on record that we believe that the economy is
only at the mid-point of the recession and that next year, for the first time since the
1930s, America will actually suffer deflation. In June, we changed our investment stance
to expecting interest rate to stay relatively consistent, following a huge fall in yields. We
are proud to report that this strategy has been successful in allowing our Orange County
School Fund to achieve the second highest return for a government fund in the United
States at 2.25% and our Orange County Pool to achieve the third highest yield with a
return of 1.75%. This outstanding management performance is even more meaningful
when bolstered by the fact that the Orange County Pool and Orange County School Fund
maintain AAAm, the highest rating for credit quality and liquidity by Standard & Poors
rating service.

Remember back at the start of the year when many in government were warning that
America might be headed for another Great Depression? Our national leaders stressed
with straight faces that the appropriate cure for the credit crisis was to immediately
stimulate the economy with a trillion dollars of spending and many trillions more in
government guarantees. Now that much of that money has found its way into good old
fashion “pork™ projects, those same national leaders are declaring victory and are looking
for GDP growth to exceed 4% by the end of this year.
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We did not buy the end of the world story then and we do not buy the great recovery.

The argument for the return of fast economic growth is premised on the following fairy-
tale: whenever the economy has dug itself a deep hole it will rebound very quickly when
the economy starts to turn because of “pent-up” consumer demand to catch up on delayed
spending. Historically, this has not been the case. In the deep recessions of the 1950s,
1970s and 1990s, it took an average of 3 years for consumer spending to turn around
even after the economy had bottomed out. In each in the past, the growth of the economy
was a very slow 1-2% for several years after the bottom of a deep recession. Given that
the work force grows by over 2-3% a year, unemployment tended to continue to rise in
the past and we think it will continue to rise this time around.

Perhaps there is no greater consumer paradise than “The O C”. The Housewives of the
OC may be seen each week on cable TV shopping and dining with abandon, but the real
Orange County is substantially different. As the County Treasury, we can observe
consumer spending immediately as revenues come in each week.
e Orange County voters passed a sales tax increase for the Sheriff and the DA’s
office called Proposition 172. Over the last year those tax collections are down
10%, even with the automotive incentives of “cash for clunkers”, and we expect
another fall in retail sales taxes this year.

e Revenues for our local 91 toll road are down almost 20%.

e Last week one of our largest owners of commercial real estate investors turned
back 6 of the most exclusive properties in the county to their lender.

e After a year of continuous monthly declines in inventory, the inventory to sales
ratio for the US is still 10% higher than at the start of the recession.

We continue to believe that America does not have a credit problem, America has a
solvency problem! The good news here is that most of the stimulus money that was
received by US taxpayers has gone into savings. The savings rate dropped from 9% in
1993 to -1% in 2007 and has rebounded to 5%. We believe that when the rate gets back
by the end of next year to 9%, maybe the OC will be ready to shop ‘til they drop again.

The Treasurer’s office is very concerned that as the false optimism of a big bounce in the
economy fades, equity markets and more risky investments will fall. Over 75% of our
investments are in extremely conservative US government backed investments and we
intend to remain cautious though the first half of next year.

Interest Apportionment Disclosure

From time to time we receive questions about our interest apportionment practices and
"how it works." In a recent audit report Internal Audit recommended we provide
disclosures to Investment Pool participants about the interest apportionment process.
Please see the attached letter "Overview Disclosure of Allocation and Apportionment of
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Investment Pool Earnings™ (Exhibit A). If you have questions or would like further
explanation please feel free to contact Paul Gorman at 714-834-2288.

The Treasurer’s Office appreciates your continued confidence as well as the opportunity
to provide you exemplary portfolio and cash management services in the future.

Please call Orange County Treasurer, Chriss W. Street, at 714-834-7625 with any
questions or to arrange a personal visit to see “Your Money”.



ORANGE COUNTY TREASURER-TAX COLLECTOR

EXECUTIVE SUMMARY

August 1, 2008 - July 31, 2009

PERIOD ENDING - MONTH / YEAR MARKET EARNINGS YIELD FOR MONTH
VALUE FOR MONTH MONTH END WAM
Current Month - July 2009
County Pool - Money Market Fund $ 2,426,411,208 | $ 951,216 0.51% 53
Educational Pool - Money Market Fund $ 1,664,060,971 | $ 763,406 0.62% 59
Extended Fund $ 2,202,254,242 | $ 8,680,964 3.98% 578
OC Extended Fund B $ 39,228,860 | $ - N/A 309
Current Month - June 2009
County Pool - Money Market Fund $ 1,715,299,012 | $ 953,720 0.64% 48
Educational Pool - Money Market Fund $ 1,403,295,309 | $ 870,875 0.65% 52
Extended Fund $ 2,717,967,912 | $ 5,043,252 2.32% 491
OC Extended Fund B $ 39,948,442 | $ - N/A 340
May 2009
County Pool - Money Market Fund $ 1,930,854,836 | $ 1,331,283 0.84% 49
Educational Pool - Money Market Fund $ 1,557,527,352 | $ 969,271 0.68% 52
Extended Fund $ 2,570,383,695 ( $ 5,244,514 2.27% 423
OC Extended Fund B $ 49,011,934 | $ - N/A 369
April 2009
County Pool - Money Market Fund $ 2,179,797,628 | $ 1,444,232 0.64% 51
Educational Pool - Money Market Fund $ 1,787,863,217 | $ 854,923 0.74% 50
Extended Fund $ 2,667,974,783 | $ 4,796,125 2.17% 417
OC Extended Fund B $ 52,200,929 | $ - N/A 61
March 2009
County Pool - Money Market Fund $ 2,029,134,964 | $ 1,400,404 0.81% 48
Educational Pool - Money Market Fund $ 1,338,411,552 | $ 1,109,701 0.88% 48
Extended Fund $ 2,645,713,854 | $ 5,538,166 2.57% 428
OC Extended Fund B $ 52,200,929 | $ - N/A 91
February 2009
County Pool - Money Market Fund $ 2,169,443,772 | $ 1,630,117 1.00% 53
Educational Pool - Money Market Fund $ 1,576,700,518 | $ 1,540,126 1.17% 59
Extended Fund $ 2,350,452,260 | $ 5,828,257 3.12% 387
OC Extended Fund B $ 52,200,929 | $ - N/A 122
January 2009
County Pool - Money Market Fund $ 2,014,879,118 | $ 1,827,150 0.99% 50
Educational Pool - Money Market Fund $ 1,856,648,856 | $ 1,820,578 1.13% 53
Extended Fund $ 2,533,665,548 | $ 7,079,923 3.32% 281
OC Extended Fund B $ 52,200,929 | $ - N/A 150
December 2008
County Pool - Money Market Fund $ 2,308,197,426 | $ 3,627,727 1.77% 58
Educational Pool - Money Market Fund $ 2,152,827,732 ( $ 2,244,826 1.46% 55
Extended Fund $ 2,503,173,696 | $ 7,054,362 3.32% 325
OC Extended Fund B $ 52,200,929 | $ - N/A 25
November 2008
County Pool - Money Market Fund $ 1,923,820,987 | $ 3,212,472 2.18% 30
Educational Pool - Money Market Fund $ 1,591,357,027 | $ 2,695,568 2.01% 48
Extended Fund $ 2,337,562,301 | $ 6,880,107 3.45% 349
OC Extended Fund B $ 53,690,396 | $ - N/A 56
October 2008
County Pool - Money Market Fund $ 1,693,321,937 | $ 3,606,898 2.55% 36
Educational Pool - Money Market Fund $ 1,716,217,568 | $ 3,457,222 2.36% 43
Extended Fund $ 2,491,877,137 | $ 6,881,334 3.30% 345
OC Extended Fund B $ 53,690,395 | $ - N/A 86
September 2008
County Pool - Money Market Fund $ 1,633,383,931 ($ 3,733,815 2.64% 51
Educational Pool - Money Market Fund $ 1,707,114,565 | $ 3,660,952 2.52% 52
Extended Fund $ 2,333,839,343 ( $ 3,483,307 1.84% 393
OC Extended Fund B $ 69,117,440 | $ - N/A 117
August 2008
County Pool - Money Market Fund $ 1,735397,363 | $ 3,733,249 2.51% 47
Educational Pool - Money Market Fund $ 1,839,799,053 | $ 3,658,783 2.42% 45
Extended Fund $ 2,182,413,404 | $ 6,883,249 3.74% 477
OC Extended Fund B $ 69,117,440 | $ - N/A 147
August 1, 2008 - July 31, 2009 Annual Average Total for Year [Annual Average /f\vner::ZIe
County Pool - Money Market Fund $ 1,979,995,182 | $ 27,452,284 1.42% 48
Educational Pool - Money Market Fund $ 1,682,651,977 ($ 23,646,231 1.39% 51
Extended Fund $ 2,514,340,644 | $ 73,393,560 2.95% 408
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