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SUMMARY

Ending December market value for the LGIP was $1.691 bil
versus November’s reported closing value of $1.620 bil.
The LGIP maintains a AAAm rating by Standard & Poor’s.

PORTFOLIO MIX

At the end of December, the portfolio was invested as fol-
lows: 36% in collateralized demand deposit accounts with
qualified banking institutions, 29% in US government
agency securities (5% fixed rated and 24% floating rate),
18% in US Treasury securities (15% fixed rate and 3% float-
ing rate), 11% in supranational securities, and 6% in repur-
chase agreements.

At month-end, the LGIP held positions in 31 securities.

INVESTMENT EARNINGS

During December, the fund earned $7,578,207.

For FY2024, the fund earned $43,245,879.

LGIP earnings are retained by participants aftera manage-
ment fee of 0.05% is paid to the General Fund.

PERFORMANCE

Gross yield on the LGIP was 5.40% at the end of December.
Net yield to participants was 5.35%.

INVESTMENT HIGHLIGHTS

For the LGIP, the WAM(R) of 20 days and WAM (F) of 48
days were within their maximums of 60 and 120 days re-
spectively.

During the month, the LGIP purchased $100.0 mil US Trea-
sury securities maturing in 1to 2 months.

INVESTMENT STRATEGY

LGIP WAMs are currently 14 and 39 days for WAM(R) and
WAM(F), respectively.
LGIP will continue to focus on maximizing safety of princi-
pal and providing adequate liquidity through the use of
prudent investments.

NET ASSET VALUE/SHARE

At month-end, the Net Asset Value per Share of the Local
CGovernment Investment Pool was $ 1.0001.
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During the fourth quarter, the Fed left the Funds rate
range unchanged at 5.25%-5.50%, closing out 2023 with a
decidedly dovish FOMC meeting in December, where Chair
Powell acknowledged that the Fed was at or near the peak
for this tightening cycle. It is hard to exaggerate the magni-
tude and speed of the cycle in question, which began in
March of 2022 and appears to have ended in July of 2023, re-
sulting in a 5.25% cumulative rate increase across only 17
months. Powell underscored the importance of the “totality
of the data” in determining the extent of “any” additional
tightening. The Fed chair cited more balanced risks, sending
bond markets rallying in anticipation of rate cuts in 2024.

The Fed also provided updated economic and interest
rate projections at the December 13 meeting. The FOMC
forecasts real (inflation-adjusted) GDP to grow at a modest
1.40% rate, Core PCE to decelerate to 2.40%, and the unem-
ployment rate to increase to 41% in 2024. The December
“Dot Plot” projects 0.75% in cumulative rate cuts across the
year, with a median Fed Funds range of 4.50%-4.75% at the
end of 2024. The market doubled down on the forecast for
rate cuts, pricing in a reduction 0f1.25%-1.50% in 2024, well
ahead of the Fed in terms of the pace of policy easing. At the
press conference following the December policy decision,
Chair Powell was asked about the market easing for the Fed,
evidenced by the inverted yield curve, and the Fed chair rec-
ognized that it was important for financial conditions to
align with policy goals.

At the January 31 FOMC meeting, the FOMC left the Fed
Funds range unchanged at 5.25%-5.50%. Data released
since the December meeting has generally been robust,
with Q4 GDP reported above expectations at 3.30%, and
2023 GDP at 3.10%, bolstered by consumer strength. Not
surprisingly, the first line of the Fed statement released at
the January meeting was revised from describing a slowing
economy to an economy that was “expanding at a solid
pace.” The Fed did note that “the risks to achieving its em-
ployment and inflation goals are moving into better bal-
ance,” but pushed back on the urgency for the Committee to
cut rates “until it has gained greater confidence that infla-
tion is moving sustainably toward 2 percent.” At the press
conference following the FOMC policy decision, Chair
Powell noted that the policy rate was “likely” at its peak, and
that it would “likely” be appropriate to dial back the policy
rate this year, while also downplaying the potential for a
rate cut in March, as the Fed continues to assess incoming
inflation data.

(505) 955-1120 | NMSTO.LGIP@STO.NM.COV ' NMSTO.GOV | 2055 South Pacheco St. Suites 100 & 200 Santa Fe, NM 87505



MARKET WATCH (CONTINUED)

Over market cycles, the yield on the LGIP will track the level of Federal Funds closely, albeit at a slightly lagged pace. The very
high quality and short-term average maturity of the LGIP provides limited risk to principal stability. Participants who elect to au-
tomatically reinvest interest earned can further maximize returns. As always, the LGIP will prioritize safety, liquidity, and
yield—in that order.
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S&P REAFFIRMS LGIP "AAAmM”

For the 17thyear in a row, the NM LGIP has received the highest attainable rating that can be awarded to a principal stability
fund, “AAAm,” by Standard & Poor’s Global Ratings.

Please access the most recent S&P profile here: See the reaffirmation letter here:

https://nmsto.gov/wp-content/uploads/2024/01/NMLGIP-Fund-Profile-2023-09-25.pdf https://nmsto.gov/wp-content/uploads/z024/01/New-Mexico-State-Treasury_RL_2023NOV1s.pdf
Data Period Value NextPeriod Expected Value Release Date
ISM Services Index Dec-23 50.6 Jan-24 52.3 2/5/2024
U.S. Unemployment Dec-23 3.70% Jan-24 3.80% 2/2/2024
Change in Nonfarm Payrolls Sep-23 216,000 Jan-24 185,000 2/2/2024
CPIYoY Dec-23 3.40% Jan-24 2/13/2024
CPIMoM Dec-23 0.30% Jan-24 0.10% 2/13/2024
CPIEx Food and Energy YoY Dec-23 3.90% Jan-24 3.70% 2/13/2024
CPIEx Food and Energy MoM Dec-23 0.30% Jan-24 0.30% 2/13/2024
PPIYoY Dec-23 1.00% Jan-24 2/16/2024
PPI1MoM Dec-23 -0.10% Jan-24 0.10% 2/16/2024
PCE Core Deflator YoY Dec-23 2.90% Jan-24 2/29/2024
PCE Core Deflator MoM Dec-23 0.20% Jan-24 2/29/2024
ISM Manufacturing Index Dec-23 47.4 Jan-24 472 2/1/2024
Fed Funds Target 31-Jan-24 525%-5.50% 20-Mar-24 5.25%-5.50% 3/20/2024
GDP QoQ - Advance Q4 2023 3.30% Q1 2024 4/25/2024

Data from Bloomberg as of 1/31/2024

LCIP STAFF PLEASE NOTE: All STO emails have been updated to sto.nm.gov.

Transaction Coordinator: Joseph Vasquez EMAILS SENT TO state.nm.us will NO LONCER BE RECEIVED.
Investment Transaction Supervisor: Hannah Chavez Please update all STO contact lists. Thank you!

PORTFOLIO MANAGERS . . The LCIP Internet Participant Access System (IPAS) gives autho-
Anna Murphy, CFA, and Vikki Hanges, Chief Investment Officer rized participants paperless transactions and statements, and
[s your approved signer list up-to-date? Please contact easy, no hassle, multi-level approvals with the most up-to-date in-
STO to confirm all account documentation is current! ternal controls. Authorized users can depositftransfer funds, and
ContactJoseph Vasquez: 505-955-1142, or email purchase and/or redeem shares within authorized accounts at the

NMSTO.LCIP@STO.NM.COV. push of a button. To enroll, contact Joseph Vasquez.

Data unaudited. Information is obtained from third-party sources that may or may not be verified. Many factors affect performance including changes in market conditions and interest rates
and in response to other economic, political, or financial developments. All comments and discussions presented are purely based on opinion and assumptions, not fact. These assumptions
mayor may not be correct based on foreseen and unforeseen events. The information presented should not be used in making any investment decisions. This material is not a recommendation
to buy, sell, implement, or change any securities or investment strategy, function, or process. Any financial and/or investment decision should be made only after considerable research, consid-
eration, and involvement with an experienced professional engaged for the specific purpose. Past performance is not an indication of future performance. Any financial and/or investment deci-
sion may incur loss. New Mexico Local Government Investment Pool (LGIP) deposits are not guaranteed or insured by any bank, the State of New Mexico, the Federal Deposit Insurance Corpora-
tion, the Federal Reserve Board, or any other agency. New Mexico LGIP deposits involve certain investment risk. Yield and total return may fluctuate and are not guaranteed.




