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PORTFOLIO SUMMARY

SUMMARY
Ending June market value for the LGIP was $1.610 bil.
versus May’s reported closing value of $1.475 bil.
The LGIP maintains a AAAm rating by Standard & Poor’s.

PORTFOLIO MIX

At the end of June, the portfolio was invested as follows:
34% in US government agency securities (10% fixed
rated and 24% floating rate), 34% in collateralized
demand deposit accounts with qualified banking institu-
tions, 21% in repurchase agreements, 10% in US Treasury
securities, and 1% in supranational securities.

At month-end, the LGIP held positions in 39 securities.

INVESTMENT EARNINGS

During June, the fund earned $6,340,891.

For FY2023, the fund earned $52,311,786.

LCIP earnings are retained by participants after a man-
agement fee of 0.05% is paid to the General Fund.

PERFORMANCE

Gross yield on the LGIP was 5.12% at the end of June.
Net yield to participants was 5.07%.

INVESTMENT HIGHLIGHTS

For the LGIP, the WAM(R) of 22 days and WAM (F) of 86
days were within their maximums of 60 and 120 days re-
spectively.

During the month, the LGIP purchased $85.0 mil. US gov-
ernment agency securities and $73.5 mil. US Treasury se-
curities.

INVESTMENT STRATEGY

LGIP WAM:s are currently 21 and 78 days for WAM(R) and
WAM(F), respectively.
LGIP will continue to focus on maximizing safety of prin-
cipal 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
Government Investment Pool was $1.000108.

MARKET WATCH

During the second quarter, the Fed increased the Funds
rate range from 5.00% to 5.25%, an increase of 0.25% at
the May 3 Federal Open Market Committee (FOMC)
meeting. A “hawkish pause” followed in June, while the
Fed assessed early disinflationary signals and the health
of the banking system. Chair Powell emphasized that the
July 26 FOMC meeting would be a “live meeting”, and
subsequently followed through with an additional in-
crease of 0.25%, bringing the range to 5.25%-5.50%. The
23 banks subject to the Fed’s annual stress test had all
passed, indicating a reprieve from the banking crisis ex-
perienced in March/April. This, coupled with stronger
than expected economic data, and inflation still well
above the 2% target, validated the July increase. June
also marked the end of the protracted debt ceiling
debate, with a resolution reached just as the Treasury ex-
hausted its extraordinary measures, removing a sub-
stantial source of uncertainty and volatility from the
markets.

The Fed provided updated economic and interest rate
projections at the June meeting. The expectation for real
(inflation-adjusted) growth increased in 2023 to 1.00%
from 0.40%, and the forecast for 2023 Core PCE, the
Fed's preferred inflation measure, increased to 3.90%
from 3.60%. The Fed also continued to lower its unem-
ployment forecast for 2023, to 4.10% from 4.50%, citing
labor market resiliency in the face of tighter monetary
policy, as the demand for labor still substantially exceeds

supply.

Looking ahead, Chair Powell reaffirmed that the Fed is
“squarely focused” on its price stability mandate, indicat-
ing that “some additional policy firming may be appro-
priate”. As we get closer to perhaps the end of the tight-
ening cycle, the Fed will be “data dependent” going for-
ward — a familiar statement that now appears to be
heightened in importance. In addition, the median
FOMC member forecast for the terminal interest rate in-
creased 0.50%, to 5.50%-5.75% at the end of 2023, push-
ing the market expectation for rate cuts out into 2024.
Despite the Fed’s terminal rate forecast implying one
more 0.25% rate increase this year, the market is current-
ly split on whether the incoming data will allow the Fed
to continue to increase short term interest rates.
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MARKET WATCH CONT. LGIP Yield Follows Fed Funds Higher
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yield on the LGIP. The LGIP is providing a are invested at higher yields. The very high quality and short-term average
meaningful source of income for partici- maturity of the LGIP will drive its performance higher, with limited risk to
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feeS, Is attractive versus comparable al- Value NextPeriod Expected Value Release Date
i h ISM Manufacturing Index Jun-23 460 Jul-23 469 812023
ternatives such as government money ISM Services Index Jun-23 53.9 Jul-23 530  8/32023
market funds. At the end of June, the U.S. Unemployment Jun-23 360% Jul-23 3.60% 8/4/2023
) . . Change in Nonfarm Payrolls Jun-23 209,000 Jul-23 200,000 8/4/2023
Pool’s net assets were just above $1.6 bil, e B e R
marking a historic high. Jun-23 0.20% Jul-23 020%  8/1012023
CPIExFoodand EnergyYoY  Jun-23 480% Jul-23 470% 81012023
CPIExFood and Energy MoM  Jun-23 0.20% Jul-23 020% 81012023
Jun-23 0.10% Jul-23 8/1112023
Jun-23 0.10% Jul-23 020% 81172023
PCE Core Deflator YoY Jun-23 410% Jul-23 813112023
PCE Core Deflator MoM Jun-23 0.20% Jul-23 8/31/2023
Fed Funds Target 26-Jul23 525%550% 20-Sep-23  525%-550% 912012023
GDP QoQ - Advance Q22023 240% Q32023 10126/2023
Data from Bloomberg as of 7/31/2023
LGIP STAFF _ Is your approved signer list up-to-date? Please contact STO to
Transaction Coordinator: Joseph Vasquez confirm all account documentation is current!
Investment Transaction Supervisor: Hannah Chavez Contact Joseph Vasquez: 505-955-1142, or email
Portfolio Managers: Anna Murphy, CFA, NMSTO.LGIP@STO.NM.GOV.
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A K e <" Icer The LGIP Internet Participant Access System (IPAS) gives you

PLEASE NOTE: All STO emails have been updated to paperless transactions and statements, and easy, no hassle,
sto.nm.gov. EMAILS SENT TO state.nm.us Wil NOLONGER 1 jjti-level approvals. You can transfer cash, purchase shares,
BE RECEIVED. Please update all STO contact ists. and redeem shares within authorized accounts at the push of
Thank you! 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 discus-
sions presented are purely based on opinion and assumptions, not fact. These assumptions may or may not be correct based on foreseen and unfore-
seen 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, consideration, 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 decision 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 Corporation, 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.




