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In June, the DFA released the General Fund Accrual Report representing accrued investment earnings of 
$24.9 million in the General Fund Investment Pool through February 2014.  The DFA number represents a 
variance which is being evaluated by the State Treasurer’s Office. 

 

Compensating Balances at Fiscal Agent Bank 

During May, STO maintained Average Daily Collected Balances at the Fiscal Agent Bank of approximately $55 
million versus a target balance established by the State Board of Finance of $50 million.  This balance earned 
a credit against processing fees assessed by the bank. 

Table 8 - Compensating Balances at Fiscal Agent Bank 

Average Collected Balance $55,792,543 

Earnings Credit Rate 0.50% 
Estimated Monthly Earnings $23,246 
Estimated Fiscal YTD Earnings $581,821 

Source: Wells, Fargo & Co.  

 

Monthly Investment Outlook 

Continued weakness in the economy concerned market participants.  The fixed income markets were 
stronger through the month of May and continuing into June. The short-end of the markets remained strong 
into the month of June. 

We expect that the Federal Reserve’s will continue to “taper” its purchases of US Treasury and mortgage-
backed securities.  The Federal Reserve reaffirmed its view that monetary policy will remain highly 
accommodative even after the asset purchase program ends. We believe that rate increases will not happen 
until the second quarter of 2015. 

Implications for the Foreseeable Future 

The Federal Reserve has announced that they will keep short term interest rates low for an extended period 
time.  As such, we will try and use the curve to our advantage.  With the backup in yields during May, we have 
more confidence about using the curve to our advantage.   

The relative steepness in the 3-5 year area argues for additional investment which will offset potential 
interest rate increases.  STO will use the opportunity to maintain durations of the portfolios to be on top or 
slightly long to the benchmark durations. 

We continue to try and add value where/when it becomes available, through selective credit additions as 
well as active duration management relative to established benchmarks. 

Spencer Wright, Portfolio Manager –  

General and STBF Funds 
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