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Tim Eichenberg 
The Honorable State Treasurer
  

STATE OF NEW MEXICO 

OFFICE OF THE TREASURER 
 

 
 

Samuel K. Collins, Jr. 
Deputy State Treasurer 

 
STATE TREASURER’S INVESTMENT COMMITTEE 

Treasurer’s Conference Room 
Wednesday, December 9, 2015, 9:00 a.m. 

 
 
MEETING AGENDA  

Roll Call 
1. Approval of  December 9, 2015 Agenda       Action 
2. Approval of November 10, 2015 Minutes       Action 
3. Public Comments 
 

  Month Ended 
INVESTMENT REPORTS     October 30, 2015 
 

4. Executive Summary (Vikki Hanges)       Informational 
5. Investment Accounting Report (Steve Vigil)       Informational 
6. Investment Policy Compliance Report (Arsenio Garduño)     Informational 
7. Cash Projections (Arsenio Garduño)       Informational 
8. Portfolio Summary -- General Fund Investment Pool (Vikki Hanges)    Informational 
9. Portfolio Summary -- Local Government Investment Pool (LGIP) (Jeremy Landrum)  Informational 
10. Portfolio Summary -- Tax-Exempt Bond Proceeds Investment Pool (Jeremy Landrum)  Informational  
11. Portfolio Summary -- Taxable Bond Proceeds Investment Pool  (Jeremy Landrum)  Informational 
12. Portfolio Summary -- Severance Tax Bonding Fund (Vikki Hanges)    Informational 
13. Broker Dealer Activities          Informational 
     

CASH MANAGEMENT     Month Ended 
& COLLATERAL REPORTS     October 30, 2015 
 

14. State Agency Deposit Balances (Edward Gallegos)      Informational 
15. Collateral Report on Agency Deposits & CDs (Arsenio Garduño)    Informational  

 
COMMITTEE REPORTS  
         

16. Credit Investing          Action 
17. Next Meeting –Wednesday,  January 13, 2015,  9:00 am 
18. Adjournment        
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Credit Investing at STO
Current Policies

NM STATE TREASURER’S OFFICE

THE HONORABLE TIM EICHENBERG

1
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Presenters

Vikki Hanges

Portfolio Manager

Jeremy Landrum

Portfolio Manager

2

 
Page 89 of 99



NM Statute
Credit Eligibility

3

Eligible investments under NMSA 1978, §6-10-10.

Deposit and Investment of Funds

M. The state treasurer, with the advice and consent of the state board of 
finance, may also invest in any of the following investments in an amount not 
to exceed forty percent of any fund that the state treasurer invests:

(1) commercial paper rated "prime" quality by a national rating service, 
issued by corporations organized and operating within the United States;

(2) medium-term notes and corporate notes with a maturity not exceeding 
five years that are rated A or its equivalent or better by a nationally 
recognized rating service and that are issued by a corporation organized 
and operating in the United States; or

(3) an asset-backed obligation with a maturity not exceeding five years 
that is rated AAA or its equivalent by a nationally recognized rating service.
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NM Treasurer’s
Credit Eligibility

Treasurer’s Investment Policy Allows Credit 

May 20, 2014, VII. A. Eligible Investments

� Commercial Paper rated “prime” quality by a nationally 
recognized rating service, and issued by corporations that are 
organized and operating in the United States;

� Corporate Bonds rated “A” or better by a nationally recognized 
rating service, and issued by corporations that are organized and 
operating in the United States; 

� Asset-Backed Obligations rated “AAA” or better by a nationally 
recognized rating service, and with a maturity of less than 5 years; 

4
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Treasurer’s Investment Policy 
Further Restrictions

Diversification
Commercial Paper, Corporate
Bonds, Medium Term Notes and
Asset-Backed Obligations
• 40% in Aggregate
• 20% Maximum for Each - CP

and CB
• 5% Per Issuer Maximum

Ratings
Long Term Debt
• A/A2/A or better
Short Term Debt
• A1/P1/F1 or better

5

Maturity 

Commercial Paper

• 270 Days

Corporate Bonds

• LGIP

Corporate Bonds and
ABS to 397 Days
Maximum
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Adopted Current Credit 
Policies

Diversification
Commercial Paper, Corporate
Bonds, Medium Term Notes.
20% in Aggregate:
• 10% Maximum for Each - CP

and CB;
• 5% Per Issuer Maximum.

Ratings
Long Term Debt:
• A/A2/A or better;

Outlook stable.

Short Term Debt:
• A1/P1/F1 or better.

6

Maturity 

Commercial Paper:

• 270 Days.

Corporate Bonds:

• AA Rated or Better to 5 Year
Maturity Maximum;

• A Rated to 3 Year Maturity
Maximum.

LGIP not currently eligible for
purchasing credit.
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Credit Investing Requirements

� STO Credit Committee:

• CIO, Treasurer or Designee, Portfolio Managers, Advisor.

� Approved List of Corporate Issuers:

• Eligible issuers;

• Maturity maximum per issuer;

• Percent of portfolio constraints.

� Comprehensive Procedures: 

• Credit file generation; 

• Quarterly updates;

• Ongoing credit monitoring; 

• Risk mitigation; 

• Sale discipline.

7
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STOCC Roles and Functions

� Monitor Adherence to Credit Procedures Set Forth

• Credit as total percentage of portfolio;

• Issuer maximum percentage of portfolio;

• Maturity maximums in accordance with credit ratings;

• Change in outlook/watchlist status and action taken as outlined.

� Monthly Meetings

• Review approved list:

� Addition or deletion of issuers;

� Updates on credit events involving existing issuers/industries;

� Evaluate initiation of coverage for potential issuers;

• Discuss procedural changes prior to STIC.

� Ad Hoc Meetings

• Action required due to credit event;

• Follow up to determine effect of action;

• Address potential process violations.

8
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Approved List Criteria

� Criteria for Issuer Selection:

• Must meet minimum credit quality ratings:

• A/A2/A Long Term

• A1/P1/F1 Short Term

• A/A2/A issuers must have stable outlook by respective 
rating agency and not be on watchlist negative.

• Rated by at least 2 rating agencies – lower rating prevails.

• Have total assets in excess of $500 million.

• Limited to issuers organized and operating within the 
United States:

• Includes domestic subsidiaries of foreign entities

• Publicly traded – Not 144A or 4(2).

9
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Credit File Procedures

� Credit File Generation;

• One page write-up on key corporate facts.

• Most recent credit opinions from rating agencies.

• Dealer research.

• Most recent earnings release from issuer.

• Pertinent financial data obtained from Bloomberg:

� Key Ratios;

� Peer group comparisons.

• Relevant market issuer data:

� Equity Prices;

� Corporate Credit Default Swap Spreads.

10
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Risk Mitigation Procedures

� Risk Mitigation:

• Utilize larger, systemically important issuers.

• Restrict issuers rated A to stable outlook and not on watchlist
negative.

• Manage issuers to smaller percentage of portfolio than 
Investment Policy allows:

� 3.5% vs. 5% at purchase;

� Trim positions over 5%.

• Higher credit quality issuers used for longer duration purchases.

• Bloomberg alerts for immediate news and rating agency 
actions.

• Monitor credit default spreads and equity prices daily.

11
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Sale Discipline Procedures

Sale Discipline/Removal from Approved List:
• Change in outlook or watchlist negative:

A rated;

Sell

AA rated and above;

Hold to maturity if:

o Expected to fall to A with stable outlook;

o Maturity is less than 7 days.

Restrict/suspend new issue purchases.

Sell:

o Expected to fall to A with negative outlook.

• New corporate developments affecting issuer or the issuer’s industry should
be evaluated for financial impact.

• Establish time frame for cure period:

7 business days to execute sale or change standing on the approved list.

12
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