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The Fundamentals
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Longer Duration Will Generate More Investment Income Over the Long Run
Detailed Asset/Liability Matching Model (aka: Cash Flow Model) is a Must

Interest Rate Risk (WAM/Duration) Matches Cash Flow Metrics

Credit Can Enhance Income, But Duration is the Bigger Determinant of Income
You...Nor Anyone Else Can’t Time the Market Accurately Over the Long Run

Limit Optionality (Callables) in the Portfolio

Do Not Let GASB 31 (mark-to-market) Drive Investment Decisions/WAM-Duration
Understand the Risks of Funds in LAIF and Other Pools

Follow GAAP (Generally Accepted Accounting Principles)

10 Benchmark Your Investment Program and Portfolio in Multiple Ways
11. Tell the Story: Provide Quality, Timely, Transparent Reporting
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Why It’s Important to Have a Longer Duration Over the Long Run

Benchmark Treasury Modified Sharp Ratio (MSR) Analysis

Jan 197710 PF::;E;: = e Avg Tsy Yields Jan 1977 to Present
Avg Sharp |% Return of 10vr /
Maturity |Avg Yield | Duration | Ratio % 10¥r Risk 6.00
3 Mon T-Bill|  4.32 0.25 72% [ 3% 575
1 Yr T-Bill 4.75 1.00 0.43 80% [ 12% 5.50
2YrT-Note | 5.04 1.91 0.37 8% [ 24% 5.25
3YrT-Note | 5.21 2.78 0.32 81% [ 34% 5.00
5YrT-Mote | 5.53 4.55 0.27 93% [ 56% 4.75
7YrT-Note | 5.78 6.24 0.23 97% [ T1% 4.50
10 Yr T-Note| 5.97 8.10 020 | 100% / 100% 4.25
M 1¥ ri | 3¥ 5Y fi | 10¥

4.75% (1v) - 4.32% (2M) [ 1.00 (1¥rDur) = 0.43

4.75% (1v) / 5.97% (wov) = 80%  1.00 (1v)/ 8.10 j1ov) = 12%
Yield Comparison Duration Comparison

Source: Bloomberg, FHN Main Street
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Treasury Yield Curve as of 2/11/2022

U.S. Treasury Monthly Maturities (0-7 Years)
Using Mid Yields
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U.S. Treasury Monthly Maturities (0-7 Years)
Using Mid Yields
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Treasury Yield Curve as of 9/1/2021
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Treasury Yield Curve 9/1/2021 to 2/11/2022: 3Yr -- “Winner, Winner Chicken Dinner!”

U.S. Treasury Yield Curve Change Maturity 91721 2111/22 Change
25 -
- 3m 0.04 0.36 0.32
20 1 g 6M 005 | 069 0.64
1Y 0.07 1.01 0.94
o 151
[
g 2y 0.21 1.51 1.30
(1]
& 10
3y 0.41 1.73 1.32
05 - il 2 111 /22 5Y 077 1.86 1.08
==9/1/21 107 1.30 1.94 0.65
DD ;L T T T T T T T T T T T T T T T T T T T T T T T 1
3M ER 1Y 2 3vT 5Y 10 307 30¥ 1.91 224 0.33
Basis Point Change
140 - 130 132 9
120 - 108
100 4
n 65 The legend tells that years ago every casino in Las Vegas had a three-piece chicken
= < = .
] dinner with a potato and a veggie for $1.79. A standard bet back then was $2, hence
- 33 when you won a bet you had enough for a chicken dinner. !”
W
@ l So, the call of glorious victory rang out “Winner Winner Chicken Dinner
= 2 & ] = & = 2
Source: Bloomberg, Google
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One Year Extension Analysis

LEGEND U.S. Treasury Curve Yield Spreads
2.10 Maturity's Yid o
2.00 Yid Pick Up ay 1.85
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160 Maturity's Yid 1.50 0-23 3y
1.50 aturity's .
1.40 1.50
1.30 2Y

T 120 1Y 049

— 1.01

£ 110

+ 100

9 poo 1.01

g 0.80 ¥

o
0.70
0.60 1.00
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0.40
0.30
0.20
o von

1M
1y 2v 3 ay 5Y
Maturity
Source: Bloomberg
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GIOA Model Investment Policy

1. Safety of Principal: Safety of principal is the foremost objective of the [entity’s]
investment program. Investments by the [designated official] shall be undertaken in a
manner that seeks to ensure the preservation of capital in the overall portfolio. To attain
this objective, diversification of security types, sectors, issuers, and maturities is necessary
in order that potential losses on individual securities do not exceed the income generated
from the remainder of the portfolio.

2. Liquidity: The investment portfolio shall be structured to timely meet expected cash
outflow needs and associated obligations which might be reasonably anticipated. This
objective shall be achieved by matching investment maturities with forecasted cash
outflows and maintaining an additional liquidity buffer for unexpected liabilities.

oS NN NN NN .y

3. Investment Income: The investment portfolio shall be designed to earn a market rate
of investment income in relation to prevailing budgetary and economic cycles, while
taking into account investment risk constraints and liquidity needs of the portfolio.

Source: GIOA
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Cash Flow Modeling

» If You Don’t Know Where You’ve Been, You Won’t Know Where You’re Going
> Many Municipalities Have Too Much LIQUIdIty (But Your Risk is Asymmetrical)

Cash Flow Model: You Should Have a

= Daily for 12 Months :

+ Monthly for 5 Years R.esp.o?smle Amount of
=  Worry About the Big Rocks (80/20 Rule) LIQUIdIty to Ensure You
= Excel is Awesome!

Don’t Need to Sell a
Security for Liquidity —
But Not Too Much

FHN —
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City of San Diego Daily Cash Flow Model
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City of San Diego Daily Cash Flow Model
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City of San Diego Portfolio Balance

Source: City of San Diego
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Billions

$2.9

$2.8

s$2.7

$2.6

$2.5

s2.4

s2.3

$2.2

s2.1

City of San Diego Monthly Investment Portfolio Balance

-$413 Mil -$569 Mil
-18% -22%
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N 9 9 9 ]
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City of San Diego Portfolio Balance by Fiscal Year: A Repeatable Pattern

City of San Diego Monthly Investment Portfolio Balance by Fiscal Year

$2.9
$2.8
s$2.7
$2.6

$2.5

Billions

s2.4

s2.3

$2.2

s2.1

$2.0
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun

e FY18  e=@==FY19 ==ll==FY20 FY21

Source: City of San Diego

ﬂ FHN The Gity of
FINANCIAL. SAN DIEGO) R

MAIN STREET ADVISORS



Cash Flow Model

A B C D E F G H | K L M N 0 P Q
1 | INFLOWS OUTFLOWS
Begin  Inv Prop  State DebtSvc WellsRev  BofA " AP/Cont Wires/ = Misc  Inv End

2 Date MMF Mat/sell Tax Rev Inflows  fBus Lic Rev Total Payroll Disb DebtSvc PERS Outflow Purchase Total MMF
63 | 8/30/21| 1284 50.0 6.5 14.9 89.8 5.8 30.1 0.2 36.1] 72.8
64 | g3121| 728 131.5 101 2144 3.0 7.5 150.0  160.5] 54.0
65 9/1/21] s54.0 8.0 62.0 6.5 6.5 1.8 14.8] a9.a
66 9/2/21] 49.4 2.0 57.4 6.0 6.0 12.0] as.a
67 9/3/21] 45.4 2.0 53.4 6.0 6.0] 47.4
68 9/4/21] 47.4 47.4 0.0] 474
69 9/5/21] 47.4 47.4 0.0] 474
70 9/6/21] 47.4 47.4 0.0] 474
71 9/7/21] 47.4 8.0 55.4 6.0 20.0 26.0] 29.4
72 9/8/21] 29.4 8.0 37.4 6.0 6.0] 314
73 9/9/21] 314 20.0 8.0 59.4 34.0 6.0 a0.0] 19.4
74 |  9/10/21] 194 6.5 8.0 33.9 7.0 10.0 17.0] 16.9
75| 91121 169 16.9 0.0 16.9
76 | 9/12/21] 169 16.9 0.0 16.9
77| 93/ 169 8.0 24.9 6.0 6.0] 18.9
78 | 5/1a/21| 1859 2.0 26.9 6.0 6.0] 209
79 | 9ns/21] 209 80| 2389 6.0 23.0 29.0

5 Years
Source: FHN Main Street
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Liquidity Tracker of a ~$6 Billion Portfolio

MMF/Overnight Repo Balance

$550
$500
5450 &0*
$400
$350 X

5300 v.

$250

Millions

$200

$150

$100

550

Avg Target Balance

T R e R R
7/21  8/21  9/21 10/21 1421 12021 122 2 322 4f22 5/22 /22 7/22 822 9f22 10/22 11/22 12/22 1f23  2/23 323  4/23 5/23 6/23

Source: FHN Main Street
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Portfolio “Top to Bottom” Analysis #1

Source: FHN Main Street

FHN
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Historical Book Values

7/31/2021

e
Average Top to Bottom Decline is 34%

51,600 -

51,500 -

$1,400 -

$1,300 -

51,200 -

£1,100 -

w
c
8
= $1,000 -
=

$900 -

$E00 -

$700 -

$600 -

$500 -

54':':' T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T 1
SN EENg2222222222282R3835838383885550 558553385888
Emﬂ_ﬁ}utﬂh"iﬂgmﬂﬁ.'-bUE_E"‘—:FE_:UBD_tJ‘:FUE_ﬂ'—":FEEWD_-t“}UI:J:E"":"-I:
2402823223330 28R23323°2380248283223-"34c2d8=p3223
Jul Aug Sep Oct MNowv Dec Jan Feb Mar Apr May Jun Average

FY 2019 | 55357 | 55252 | S6796 | 57220 | S8474 | 58594 | S8386 | 59561 |51,0549 |51,1040 |51,1528 | 59520 | 5852.3
FY 2020 | S6948 | 57701 |51,0730 | 51,0600 |S51,2634 [51,2410 | 51,2296 | 51,3537 | 51,2603 | 51,3115 | 51,3808 | 51,1372 | $1,148.4
FY 2021 | 51,0337 | 51,0137 | $1,231.8 | 51,2960 | $1,367.6 | 51,379.1 | $1,310.8 | 51,3906 | 51,4353 | $1,433.7 | 51,559.3 | 51,2885 | $1,315.9
FY 2022 | $1,0000 | 51,0201 $1,010.0

Figures in Millions, Average Monthly Book Value

The City of
SAN DIEGO)
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Portfolio Balance by Fiscal Year — The Pattern Doesn’t Exactly Repeat but it Rhymes #1

Historical Book Values Per Fiscal Year

] 7/31/201

51,600 - —W—FY19 —A—FY20 —4—FY21 —B—FY22 |

Millions
I I

5600 -
54"]} T T T T T T T T T T T 1
1 an = -U = L = £ i i o= f =
= z 3 o 2 & = k] z 2 2 3
Jul Aug Sep Oct MNow Dec Jan Feb Mar Apr May Jun Average

FY 2018 | $5357 | $525.2 | S679.6 | 57220 | $8474 | $8594 | $8386 | $956.1 | 51,0549 | 51,1040 | 51,1528 | $952.0 | $852.3
FY 2020 | S6948 | 5770.1 |51.0780 |51,0600 [51.2634 [51,2410 |51,2296 | 51,3537 | 51,2603 | $1,3115 | 51,3808 | 51,137.2 | 51,148.4

Source: FHN Main Street FY 2021 | 51,0337 | 51,0137 | 51,2318 | 51,2969 | 51,3676 | $1,379.1 | 51,3108 | 51,3906 | 51,4353 | 51,4837 | $1,559.3 | 51,2885 | $1,315.9
“ FFNNANCIAL Fi::r:fiznzl'u'liIliiﬂ:é?agesh};‘:;?ﬁ;rlﬂnﬂkUalue $1.0100 The City of ’
: ’ SAN DIEGO 18
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Portfolio Composition #1

Portfolio Summary

7/31/2021

SECTOR ALLOCATION

MMF
|24.4%

Tsy 4.1%|

CP11.9% .I

Agy 48.1%

MBS 4.7%
ABS 5.8%
Per Book Value
ACCOUNT SUMMARY
7/31/21 6/30/21

Market Value $1,219,918,338  $1,082,340,277
Book Value $1,217,078,168 $1,081,806,822
Variance 52,840,170 5533,455
Par Value $1,214,917,367 $1,080,006,212
Net Asset Value $100.233 $100.049
Book Yield 0.65% 0.82%
Years to Maturity 2.23 274
Effective Duration 1.23 1.69

Source: FHN Main Street

FHN
&\ FINANCIAL

MAIN STREET ADVISORS

Book Vzlue is at original Cost, Mot Amortized

MATURITY DISTRIBUTION
55% -
50% 4 47.6%
45%
40%
35%
30%
25%
20%
15%
10%
5%

0%

0-1Y
Per Book Value

MONTH-END PORTFOLIO BOOK YIELD

1-2y  2-3Y 3-4Y  4-5Y 5Y+

1.20% -

1.10% -

1.00% -

0.90% -

0.80% -~

0.70%

0.60% -

0.50% -

0-40% T T T T T T T T T T T

Aug-20
Sep-20
Oct-20

Nov-20
Dec-20
Jan-21
Feb-21

Mar-21
Apr-21

May-21

Jun-21

Jul-21

CREDIT QUALITY (MOODY'S)

P-1 14.0%
Aaa-m 24.2%
Aaa 55.5%
Azl | 0.0%
Az2 | 0.0%
Az3 | 0.0%
Al | 0.0%
A2 | 0.0%
A3 0.0%
MR 6.4%
I- T T 1
0% 25% 50% 75%
NR: Mot Rated
TOP ISSUERS
Issuer % Portfolio
IP Morgan Us Govi-MMF 24.2%
FHLMC 20.3%
FHLE 20.2%
FFCB 6.2%
LS. Treasury 4.1%
MUFG Bank 4.1%
Credit Agricole 4.1%
FMNMA 3.2%
FAMCA 2.9%
Sumi Trust 2.5%
Capital One - ABS 1.9%
Natixis 1.2%
Honda - ABS 0.9%
Carmax Auto - ABS 0.8%
Toyota - ABS 0.8%
Per Book Value

The City of
sAN DIEGO) IS



WAM and Yield History #1

Weighted Average Maturity/Effective Durration and Portfolio Yield

] 7/31/2021
e

20 - Weighted Average Maturity/Effective Duration History WAM
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55 Month-End Book Yield vs 0-2Yr Treasury Index (12-month avg)
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Portfolio “Top to Bottom” Analysis #2

Source: FHN Main Street

FHN
&\ FINANCIAL

MAIN STREET ADVISORS

Historical Book Values

7/31/2021

590 -
.o . o
Average Top to Bottom Decline is 15%

585 | \

580 - r v

s75 1 4 P
[*;] & .
=
=2 o
= sm - . -
= ) /

565 - d

560 -

CR =R R R o B o i o R R R R R e s e A e e R R e R e R R R o R R R RO = R =R - R Bl Bt i R
2555385538553 8552385553855238552385523555285523855285528558
Jul Aug Sep Oct Nowv Dec Jan Feb Mar Apr May Jun Average

FY2013 | 5710 | 569.5 5677 | 5648 | 5604 | 559.1 5638 | 5684 | 5607 | 5696 | 5718 | 5717 | 5673
FY2014 | 5713 | 5744 | 5704 | 5664 | 5635 | 5634 | 5665 | S67.0 | 5701 | S75.1 $687 | 5716 | s69.d
FY2015 | 5711 | 5717 | 5678 | 5640 | 5611 | 5617 | 5656 | 567.0 | 5737 | 5736 | 5747 | 5728 | $68.7
FY2016 | 5736 | 574.1 5751 | 566.8 | 5622 | 5618 | 5703 | 5744 | 5742 | 5727 | 5740 | 5736 | S7L1
FY2017 | 5743 | 5768 | 5748 | 5723 5680 | 5720 | 5770 | S77.1 5771 | 5770 | 5796 | 5774 | 754
FY2018 | 5774 | 5775 5758 | 5746 | 5737 | 5734 | 5787 | 5815 5806 | 5783 5784 | 5785 5775
FY2019 | 5785 | 5807 | 578.4 | 5744 | 5687 | S67.3 5787 | 5807 | 5798 | 5795 5B46 | 5848 | 5778
FY2020 | 5838 | 5829 | 5831 | 5803 5748 | 5708 | 5778 | 5820 | 5784 | 5788 | 860 | S87.0 | S80S
FY2021 | 5855 | 5848 | 5857 | 5816 | 5761 | 5732 | 5754 | 5773 5774 | 5836 | 5853 | 5852 | s809
Fr2o22 | 3847 584.7

Figurez in Millionz, Average Daily Balance

The City of
SAN DIEGO)
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Portfolio Balance by Fiscal Year — The Pattern Doesn’t Exactly Repeat but it Rhymes #2

Source: FHN Main Street

FHN
&\ FINANCIAL.

MAIN STREET ADVISORS

Historical Book Values

1] 71311201
590 -
l == P 15 =dlh=FY 16 =—p==FY 17 =mmemFY{ 18 =sm—=FY 19 =—fp=FY20 =—p=Fy 2] =ll=Fy22 l

585 -

580
w
§ 575 - :
b

570

565 -

SEO T T T T T T T T T T 1

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Average

FY 2015 | 5711 5717 567.9 564.0 561.1 561.7 $65.6 $67.0 5737 5736 5747 5728 5$68.7
FY 2016 5736 5741 575.1 566.9 562.2 %619 5703 5744 5742 5727 5740 5736 5711
FY 2017 | 5743 576.8 574.9 5723 $69.0 $72.0 $77.0 5771 5771 $77.0 $79.6 $77.4 $75.4
FY 2018 | 3774 5775 575.9 5746 573.7 5734 579.7 5815 $80.6 5783 5784 5785 $77.5
FY 2019 5785 2807 5784 5744 5697 S67.3 5747 5807 5798 5795 5846 5848 577.8
FY 2020 | 35838 582.9 583.1 $80.3 5749 $70.8 5779 $82.0 $78.4 $78.8 $86.0 $87.0 $80.5
FY 2021 | 35855 584.8 5857 5816 576.1 573.2 5754 577.3 5774 5836 $85.3 $85.2 $80.9
FY 2022 5847 5847

Figures in Millions, Swerage Daily Balance

The City of
SAN DIEGO’ 2z



Portfolio Composition #2

Portfolio Summary

7/31/2021

SECTOR ALLOCATION

Munil3% woniF 2 0%
[ CO-FDIC

|
|II / =-9%
]

LAIF 9.4%

Supra 3.9%

Tsy 12.6%

cP1.6%_|

Agy 55.8%

Corp 7.4%
Fer Book Value
ACCOUNT SUMMARY
7/31/21 6/30/21

Market Value 581,509,460 586,415,962
Book Value* 580,466,977 585,444,975
Variance 51,042,482 $970,987
Par Value 680,215,311 585,305,914
Net Asset Value $101.296 5101.136
Book Yield 1.32% 1.25%
Years to Maturity 1.97 1.76
Effective Duration 1.62 1.58

Source: FHN Main Street

FHN
&\ FINANCIAL

MAIN STREET ADVISORS

*Book Value is Amortized

MATURITY DISTRIBUTION
50% -
45% ~
40% -

35% -+

31.5%

30%

25%

20%

15%

10%

5%

0%
0-1¥

Per Book Value

MONTH-END PORTFOLIO BOOK YIELD

1-2v 2-3Y 3-4Y 4-5Y

1.80% -

1.60% -

1.40% -

1.20% -

1.00% T 1T 1T T T T T T T T
o o o o 9 = = = = < & =
LT T B B N B
Dﬁn“}u:.ﬂhh;‘-:_:
28828 =eggg23"

CREDIT QUALITY (MOODY'S)

P-1 2.8%
Aaa 78.2%
Aal 0.0%
Aa2 I 25%
Aa3 1.2%
MNR-LAIF & 15 3%
CD-FDIC =
T T T T 1
0% 25% 50% 75% 100%
NR: Mot Rated
TOP ISSUERS
Issuer % Portfolio
FFCB 22.9%
FHLB 13.1%
.S, Treasury 12.6%
FNMA 10.0%
LAIF 9.4%
FHLMC 7.4%
IBRD 2.5%
Tennessee Valley Authority 2.5%
Fidelity US Govt MMF 2.2%
Rabo Bank 1.6%
INTL Finace 1.4%
Johnson & Johnson 1.3%
State of California 1.3%
Natl Sec Clearing 1.2%
Metlife 1.2%
The City of
P SAN DIEGO)
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7/31/2021

Weighted Average Maturity and Aging Report
Weighted Average Maturity History

2.5

WAM and Yield History #2
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The City of
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Book Yield Includes LAIF Balance

ICE BofAML Index: 0-3¥r Treasury Index;
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Portfolio “Top to Bottom” Analysis #3

Historical Book Values

L ] 7/31/2021

$700
$675
$650
$625
$600
5575
$550

$525

Millions

$500
5475
$450
$425
$400
$375

$350

Average Top to Bottom Decline is 25% in “Normal” Times

Jul-12
Sep-12 7
MNov-12 7
Jan-13 7
Mar-13 7|

Jul-14 7

Sep-14 7
Jul-17

Jul-13 7
Sep-13 7
Jan-14 7
Jul-15 7
Sep-15

Jul-16 7
Sep-16 |
Sep-17 7
Jul-18 7
Sep-18 |
Jul-19 7
Sep-19 |
Jul-20 7
Sep-20 7
Jul-21 7
Sep-21 |

Mar-14 7
Jan-16 |

Mar-16 |
Jan-17 7|

Mar-17 7|
Jan-19 7|

Mar-19 |
Jan-20 7

May-13 7|
MNov-13 7|
May-14

Nov-14 7|
Jan-15 7|
Mar-15
May-15 |
MNov-15 7|
May-16 |
Nov-16 |
May-17

Nov-17 7
Jan-18 7
Mar-18 7
May-18 7
Nov-18 7
May-19 |
Nov-19 7
Mar-20 |
May-20
Nov-20 7
Jan-21 "7
Mar-21

May-21
Nov-21 7
Jan-22 7
Mar-22 7
May-22 7

Jul

Aug Sep Oct Mow Dec Jan Feb Mar Apr May Jun Average

FY 2015

$383.8

$401.7 $374.4 $375.7 $368.8 $376.3 $402.6 $404.1 $409.3 $420.6 $435.6 $436.6 $399.1

FY 2016

$410.1

$405.7 5381.7 $401.9 5415.9 $426.1 5426.8 $452.2 $428.3 5464.4 $464.1 5466.1 $428.6

FY 2017

$465.9

$465.7 $466.2 $466.3 $465.0 $480.1 $520.5 $521.5 $506.7 $507.8 $508.9 $518.5 $491.1

FY 2018

5481.6

$492.8 5464.1 5464.4 5463.6 5493.7 5502.1 $501.9 $538.0 5553.1 $577.7 5605.1 $511.5

FY 2019

5557.2

$551.1 5519.3 $530.4 5563.4 5589.5 $605.3 5616.7 $592.7 5608.9 5641.9 5658.7 5586.3

Source: FHN Main Street FY 2020

$577.4

$599.2 $550.1 $555.2 $563.8 $577.1 $589.2 $579.8 $671.8 $663.0 $597.6 $599.3 $593.6

FY 2021

$529.7

$529.7 $472.5 $494.8 $495.2 $502.0 $524.3 $504.5 $500.6 $525.7 $595.9 $601.3 $523.0

$511.6

5511.6 The City of

“FHN FY 2022

F | N AN c | A L : Figures in Millions, Month End Book Value

MAIN STREET ADVISORS

SAN DIEGO)
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Portfolio Balance by Fiscal Year — The Pattern Doesn’t Exactly Repeat but it Rhymes #3

Source: FHN Main Street

>N FHN

Historical Book Values Per Fiscal Year

] 7/31/2021

$700 ‘ ~@=FY 15  wfpmFY 16 =Y 17  wfflimFY 18  ==FY 19 = FY 20  =peFY 21  emiimFY 22 '

3675

5650 —

5625

5600

£575
e $550
i=
= $525
=

3500

5475

5450

5425

5400

5375

5350 T T T T T T T T T 1

= [= 1 ﬂd > L=} = L — = =
3 3 3 8 g & 5 2 2 g 5
Jul Aug Sep Oct MNov Dec Jan Feb Mar Apr May Jun Average

FY 2015 $383.8 5401.7 $374.4 $375.7 $368.8 $376.3 3402.6 $404.1 $409.3 5420.6 $435.6 $436.6 $399,1
FY 2016 | S$410.1 $405.7 53817 $401.9 $415.9 $426.1 $476.8 $452.2 $428.3 S464.4 S464.1 $466.1 $428.6
FY 2017 $465.9 5465.7 $466.2 $466.3 $465.0 $480.1 $520.5 $521.5 $506.7 $507.8 $508.9 $518.5 5491.1
FY 2018 $481.6 5492.8 $464,1 S464.4 $463.6 $493.7 5502.1 $501.9 $538.0 5553.1 $577.7 $605.1 5511.5
FY 2019 | $557.2 $551.1 $519.3 $530.4 $563.4 $589.5 $605.3 $516.7 $592.7 $608.9 $641.9 $658.7 5586.3
FY 2020 | $577.4 $599.2 $550.1 $555.2 $563.8 $577.1 $589.2 $579.8 S671.8 $663.0 $597.6 $599.3 $593.6
FY2021 | $529.7 $529.7 $472.5 $494.8 $495.2 $502.0 $524.3 $504.5 $500.6 $525.7 $595.9 $601.3 $523.0
FY 2022 | $511.6 $511.6

Figures in Millions, Month End Book Value

FINANCIAL.

MAIN STREET ADVISORS

The City of
SAN DIEGO’ 26



Portfolio Composition #3

Portfolio Summary

7/31/2021

SECTOR ALLOCATION

LAIF 8.2%

Tsy 18.5%_,
|

Supra 1.0% i

Agy 48 3%
Corp 18.0% _/

Per Book Value

ACCOUNT SUMMARY
7/31/21 6/30/21
Market Value $525,371,929  $615,088,687
Book Value 4511,594,434  $601,328,272
Variance 213,777,495 213,760,415
Par Value $511,621,869  $601,361,401
MNet Asset Value $102.693 $102.288
Book Yield 1.97% 1.75%
Years to Maturity 1.57 1.40
Effective Duration 1.37 141

Source: FHN Main Street

N FHN -
FI NANC|AL Book Value is Amortized

MAIN STREET ADVISORS

MATURITY DISTRIBUTION
40% -

33.9%

35%

30%

25%

20%

15%

10%

5%

0%

0-1Y 1-2Y 2-3Y 3-4Y 4-3Y
Per Book Value

MONTH-END PORTFOLIO BOOK YIELD
2.40% -
2.30%
2.20%
2.10% -
2.00%
1.90% -
1.80% -
1.70% -

1.60% -

1-50% T T T T T T T T T T T

CREDIT QUALITY (MOODY'S)

Jan-21

Aug-20
Sep-20
Oct-20

Nov-20
Dec-20
Feb-21

Mar-21
Apr-21

May-21
Jun-21

Jul-21

P-1 0.0%
76.8%
Aal 29%
MAa2 2.7%
Az3 3.5%
Al 1.6%
A2 4.3%
A3 0.0%
MR-LAIF 8.2%
T T T T 1
0% 25% 50% 75% 100%
MNR: Not Rated
TOP ISSUERS
Issuer % Portfolio
FFCB 22.8%
U.S.Treasury 18.5%
FHLE 11.8%
FMMA 8.8%
LAIF 8.2%
Wells Fargo Govt Inst MMF 5.4%
FHLMC 4.9%
Met Life 3.5%
Apple 2.9%
Truist Bank 2.0%
Wells Fargo Bank 1.8%
New York Life 1.0%
US Bank 1.0%
Microsoft 1.0%
PNC Bank 1.0%
Per Book Value

The City of
SAN DIEGO)
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WAM and Yield History #3

Weighted Average Maturity and Portfolio Yield

7/31/2021

Weighted Average Maturity History
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Percent

US 10 Year Yields (1790 to Present)

16
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10
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Late 17805 Panic of 1756-97:
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2
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>N FHN

FINANCIAL

MAIN STREET ADVISORS

Fed Increases Fed Funds to
2% to Get High Inflation

Under Control
1381 Volker Hikes Rates to
Restrain Econonmy
1934
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o Rate 9.75% to 3%,
Hostage Crisis
1979-50 Gulf War |
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Fed Hike
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1965
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1 Year WAM vs. 2 Year WAM: A Long View of Returns

Year [1Y WAM |2Y WAM /| Var Year |1Y WAM | 2Y WAM | Var
1965 | 4.06 300 [(0a6)| [1993] 441 6.49 | 2.08 Treasury Portfolios: 2Yr WAM vs. 1 Yr WAM
1966 470 4.30 (0.40) 1994 4.99 8.03 1.03
1967 5.09 4.63 (0.48) 1995 8.05 5.84 (0.21)
1968 | 5.28 s00 [(o29)| |1998| so0 | ss92 |(o.os) WA eeeans T¥r WAM
1969 5.38 5.73 (0.65) 1997 591 8.26 0.35
1970 708 6.27 (0.81) 1998 5.56 583 0.37
1971 6.18 5.45 0.28 1999 5.28 573 0.45
1972 5.30 5.49 1.19 2000 5.84 575 (0.09)
1973 6.24 5.48 0.24 2001 5.04 5.29 0.25
1974 757 6.60 (0.97) 2002 3.23 4 87 164
1975 7.56 F.05 (0.51) 2003 2.15 412 198
1976 677 7.33 0.57 2004 2.02 3.35 134
1977 6.43 7.31 0.88 2005 3.12 3.27 0.16
1978 7.40 7.44 2006 433 3.60 (0.74)
1975 | 923 793 [(130)] [ 2007 as9 406 |(0.53)

_174 BP/Yr> 1980 10455 S.07 I;l.EE;I 2008 3.18 3591 073
1981 1317 1094 | (2.22) 2009 148 3.37 1.859
1982 1368 1211 Li1.57) 2010 0.83 2.56 173
1983 1150 1236 0.86 2011 0.58 174 117
1984 1093 1250 157 2012 0.36 126 0.89
1985 1046 1138 0493 2013 0.29 1.02 073
1986 8.07 994 1.87 2014 0.39 096 0.57
1987 7.14 9.24 2.10 2015 0.57 0.99 042
1988 775 831 0.56 2016 0.76 114 0.38
1989 8.34 797 (0.37) 2017 112 137 0.25
1930 8.37 8.25 (0.11) 2018 1.96 1.72 (0.24) W P B e A LA P - Mo P - Mo = o e - e o P e
1901 | 7.32 807 | 0.75 2019 | 2.25 183 |(0.36) EEEEEEEEEEEE%EEEE%ﬁE%E%ﬁQEﬁﬁQ
1992 5.63 7.42 1.79 2020 118 172 053

1¥r WAM Avg Yield= 5.39% 2¥r WAM Avg Yield= 5.73% [2‘|"r WAM vs. 1¥Yr WAM Yield =0.33% Per "fear]
Motes: 2%r WAM is the 48 month moving average of the dyr treasury, the 1¥r WAM is the 24 month moving average of the 2 year treasury
The dyr treasury is the average of the 3yr and Syr treasury, since the US Treasury does not issue a 4 yr treasury
Source: Bloomberg, FHN Main Street
“ FHN The City of
FINANCIAL SAN DIEGO)

MAIN STREET ADVISORS
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2 Year WAM vs. 2.5 Year WAM: A Long View of Returns

Year |2¥Y WAM | 2.5Y WAM Var Year |2Y WAM | 2.5Y WAM Var
1965 | 350 3.70 {0.20) 1993 | .49 712 0.63 Treasury Portfolios: 2.5Yr WAM vs. 2 Yr WAM
1966 430 4159 (0.11) 1994 6.03 B6.75 072 14
1967 463 447 (0.16) 1995 5.84 6.36 052
1968 5.00 481 (0.19) 1996 592 6.12 0.20 TEYTWAM ssssss 2% WAM
1969 | 5.73 5.42 (0.31) 1997 | 6.26 .12 (0.14)
1970 6.27 6.04 (0.22) 1998 583 6.12 0.20 12
1971 6.45 6.22 (0.23) 1999 573 550 017
1972 6.49 640 (0.10) 2000 575 5.85 0.10
1973 6.48 6.63 0.15 2001 5.29 552 023 10
1974 6.60 6.80 0.20 2002 487 5.04 017
15975 7.05 6.88 (0.17) 2003 412 4561 0.48
15976 7.33 712 (0.21) 2004 3.35 418 0.83 8
1977 7.31 7.32 0.01 2005 3.27 3.76 0.49 E
1978 744 7.61 017 2006 3.60 3.80 0.20 g
1975 7493 795 007 | 2007 4.06 392 (0.13) lg: 6
1980 | 9.07 8.70 (0.37) 2008 | 391 3.89 (0.02)
1981 1094 1011 (0.83) 2009 3.37 3.64 0.27
1982 1211 11.31 (0.80) 2010 2.56 3.22 0.66
1983 12.36 1181 (0.55) 2011 174 257 0.83 4
15984 1250 12.35 (0.15) 2012 1.26 184 0.58
1985 11.38 12.08 070 2013 1.0z 151 0.45
1986 994 10.70 0.76 2014 096 1.40 0.45 2
1987 924 968 0.45 2015 099 132 033
1988 831 922 091 2016 114 1.29 014 :
1989 797 847 0.50 2017 137 152 0.15 o
1990 8.25 812 (0.13) 2018 172 133 011 T - T BT I e I = o I ) o oo oo
1992 742 778 0.36 2020 172 170 (0.02)
2Yr WAM Avg Yield= 5.73% 2.5Yr WAM Avg Yield= 5.87% 2.5Yr WAM vs. 2Yr WAM Yield = 0.15% Per Year

Motes: 2¥r WAM is the 48 month moving average of the dyr treasury, the 2.5¥r WAM is the 60 month moving average of the 5 year treasury
The dyr treasury is the average of the 3yr and Syr treasury, since the US Treasury does not issue a 4 yr treasury

Source: Bloomberg, FHN Main Street

“ FHN The City of
Y B

FINANCIAL SAN DIEGO
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Real World Example #1

Shorter Duration
(Avg Dur 1.1)

Shorter Duration/Lots of Credit vs. Longer Duration/Minimal Credit

5.0
<] Longer Duration Avg Yield: 1.80%
Shorter Duration Avg Yield: 1.23%
4.0 -
Average Annual Variance: .56%
- 35
=
[T
&
i 3.0
[+
(]
w 25 : - :
~ Longer Duration/Minimal Credit
> (Avg Dur 2.1) FHN Main Street Client
o 2.0 .
o Longer Duration
o
Avg Dur 2.1
s (Avg )
Credit
1.0 Low Yield 1.13% 20%
0.5 i -
Shorter Duration/More Credit Low Yield .38%
(Awg Dur 1.1)
0.0
2008 2000 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Source: Entities’ Websites, FHN Main Street
“ F H N The City of

FINANCIAL SAN DIEGO B
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Real World Example #2

: : . . . Shorter Duration
Shorter Duration/Lots of Credit vs. Longer Duration/Minimal Credit

(Avg Dur .3)
5.0
4.5 Longer Duration Avg Yield: 1.80%
Shorter Duration Avg Yield: 1.19%
4.0 Average Annual Variance: .61%
= 35
=
Ly
&
& 30
o
8
o 2.5
: FHN Main Street Client
0 20 :
E Longer Duration/Minimal Credit LanferDDurza:mn
{Avg Dur 2.1) (Avg Dur2.1)
1.5
Low Yield 1.13% Credit
1.0 20%
0.5
Shorter Duration/Lots of Credit Low Yield .32%
Avg Dur 0.3
0.0 (Avg )
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2049 2020 2011 2022
Source: Entities’ Websites, FHN Main Street
“ F H N The City of

FINANCIAL SAN DIEGO B

MAIN STREET ADVISORS



Understand the Risks of Funds in LAIF and Other Pools

SECTOR ALLOCATION

MMF 0.0%

Tsy 28.4% JEy18.3%

LGIP 52.7%

Source: FHN Main Street

FHN
&\ FINANCIAL

MAIN STREET ADVISORS

Sector Amount Percentage
Treasury 271,422,507.85 42.46%
Agency 144,265,293.53 22.57%
MMF 34,416,870.99 5.38%
Commercial Paper * 74,707,910.01 11.69%
Corporate * 39,220,288.48 6.14%
CcD * 49,490,833.97 7.74%
Supranational 6,900,388.48 1.08%
Asset-Backed Security 7,239,515.36 1.13%
Foreign 1,651,372.03 0.26%
Repurchase Agreement 0.00%
Municipals 9,923,806.98 1.55%
Total 639,238,787.68 100.00%

Yk Corporate Exposure via NV LGIP = 25.5%

€D 7.74%

CORP 6.14%

CP 11.69%

MMEF 5.38%

FOR0.26%
REPO 0.00%
ABS 1.13% EPON00%
MUNI 1.55%

SUPRA 1.08%

TSY 42.46%

AGY 22.57%

The City of
sAN DIEGO) IS



Understand the Risks of Funds in LAIF and Other Pools

&l WhEg,
Qﬂ"

%

4 \WVES T.g,q
b

%

PMIA/LAIF Performance Report
B as of 02/10/22

7 ;
Lot

$00LED )
Inpgavt
0cA
\ igc
TR

‘K"’

G
“Ligmoi™

.

Quarterly Performance

PMIA Average Monthly
Quarter Ended 12/31/21

Effective Yields(®)

Jan 0.234 LAIF Apportionment Rate”:  0.23
Dec 0212 LAIF Earnings Ratio”:  0.00000625812849570
Nov  0.203 LAIF Fair Value Factor'”:  0.997439120
PMIA Daily':  0.22%
PMIA Quarter to Date™:  0.21%
PMIA Average Life!”; 340
Source: treasurer.ca.gov
 FHN
FINANCIAL

MAIN STREET ADVISORS

Pooled Money Investment Account
Monthly Portfolio Composition (2)
01/31/22
$202.8 billion

Corporate

Commercial Bonds
paper  0.16%

Time 6.22%
Deposits
1.92%

Certificates of
Deposit/Bank Notes
7.36%

Agencies
17.81%

Treasuries
66.16%

The City of
SAN DIEGO) I



Understand the Risks of Funds in LAIF and Other Pools

* { CalTRUST Liquidity Fund }
! Month End Portfolio Statistics |
CALTRUST :\ January 31, 2022 E
BofAML 3-
Month US CalTRUST
CalTRUST Liquidity Treasury Bill Liquidity BofAML 3-Month US
Index Return Treasury Bill Index
Net Assets $152,632,312.33 N/A One Month 0.00% -0.01%
NAV per Share 51.00 N/A Three Month 0.01% 0.01%
30 Day SEC Yield 0.03% N/A Six Month 0.02% 0.01%,|
Distribution Yield 0.03% N/A One Year* 0.03% 0.03%
Period Net Total Return 0.00% -0.01% Two Year* 0.19% 0.29%
Effective Duration 08 yrs N/A Three Year* 0.86% 0.93%
Weighted Average Maturity 30 days N/A Five Year® NA MNA
Weighted Average Life 47 days N/A Ten Year® NA MNA

Since Inception® 1.07% 1.13%
*Annualized

CalTRUST
. Historical
Portfolio Sector Breakdown Liquidity 30
day SEC Yield
W CERTIFICATE OF DEPOSIT - 27.09% 1/22 0.03%
: 12/21 0.03%
COMMERCIAL PAPER - 26.36% 11/21 0.03%
) 10/21 0.03%
CORPORATE BONDS - 0.21% 8/21 0.03%
8/21 0.03%
MONEY MARKET FUNDS - 4.40% 7/21 0.03%
6/21 0.03%
W REPURCHASE AGREEMENTS - 40.62% 5/21 0.05%
4/21 0.05%
U.S. GOVERNMENT & AGENCIES 3/21 0.05%
1.32% 2/21 0.03%

Rated AAAmM by S&P Global Ratings

Source: caltrust.org
“ F H N The City of
A SAN DIEGO)




Timing the Market

ECONOMIC
FORECAST @94

“The only function of economic (and interest rate)

forecasting is to make astrology look respectable."
John Kenneth Galbraith, Economist

"The Federal Reserve is currently not forecasting a

recession.”
Ben Bernanke (former Fed Chair), January 10, 2008

“Our ability to forecast is limited”.
Alan Greenspan (former Fed Chair) November 2019

“It’'s tough to make predictions,
especially about the future.”

7

¥
.

Afgz;

g’ —

YOGI BERRA

Source: Google

N FHN The City o
&\ FINANCIAL. SAIJ DIEGO’

MAIN STREET ADVISORS
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The Fed...“Just a Bit Outside!”

3.125

L8753

2625

2.375

2125

1.875

1.625

PERCENT

1.375

1.135

0.875

0.625

0.375 2p12

Fed "Dots" Rate Expectation vs.

. Fed Rate Expectation at the End of Each Year
(From the Beggining of the Year)

2013

(0/0)

2014
(o/o)

Historical Fed Funds

Jun-13

Sep-13

Dec-13

Mar-14

Jun-14

Sep-14

Dec-14

Mar-15

Jun-15

Jun-16

Sep-16
Jun-17

Dec-15
Mar-16
Dec-16
Mar-17

Sep-15

Sep-17

Dec-17

Mlar-18

Jun-18

Sep-18

Dec-18

Mar-19

Historical Fed Funds

Jun-19

Sep-19

2019
L]

Dec-19

(3/-3)

2020

(0/-6)

Mar-20

Jun-20

Sep-20

Dec-20

Mar-21

Jun-21

Sep-21

(0/0}

Dec-21

2021

Mar-22

Jun-22
Sep-22

Fed Funds Futures

;2022

(3/7)

Dec-22

Mar-23

Jun-23

Sep-23

Jun-24
Sep-24
Dec-24

Dec-23
Mar-24

Source: Bloomberg

>N FHN

FINANCIAL.

MAIN STREET ADVISORS
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The Private Sector is Not Much Better

S&P Dow Jones
Indices

A Division of S&P Global

SPIVA® U.S. Scorecard

Research

Report 11: Percentage of Fixed Income Funds Outperformed by Benchmarks

FUND CATEGORY COMPARISON INDEX "YE&'; 3“'583 S‘YE&'} '“YE&'} '&YE&RL
Bloomberg Barclays US
Government Long Funds Sovemment Long ~ | 1000) 7679 98.31 98.73 98.00
. Bloomberg Barclays U
Government Intermediate Funds Government Intermediate 94.12 8947 85.71 85.29 91.07
Bloomberg Barclays US
Government Short Funds Govemment (1-3 Year) 91.67 84.00 82.14 69.70 82.86
Bloomberg Barclays US
| Investment-Grade Long Funds Government/Credit Long 97.65 72.04 98.91 95.97 97.50 |
Investment-Grade
S e ) o B w5 0 s sies | 726
Bloomberg Barclays US
| Investment-Grade Short Funds _G‘ . gCtgdn (! ’§ Year) 83.87 37.50 62.12 41.27 68.00

Source: S&P

N FHN
ﬂ FINANCIAL.

MAIN STREET ADVISORS

The City of

SAN DIEGO)
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2022: How Many Hikes?

Probability of Fed Hikes

CME GROUP
2/11/2022
FOMC 2 Hikes 3 Hikes 4 Hikes L Hikes 6 Hikes 7 Hikes 8 Hikes 9 Hikes 10 Hikes 11 Hikes 12 Hikes
Meeting S50%-.75% | .75%-1.00% | 1.00%-1.25% | 1.25-1.50% | 1.50%-1.75% | 1.75%-2.00% | 2.00%-2.25% | 2.25%-2.50% | 2.25%-2.50% | 2.50%-2.75% | 2.75%-3.00%
16-Mar-2022 94% . 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
4-May-2022 100% 95% . 20% 0% 0% 0% 0% 0% 0% 0% 0%
15-Jun-2022 100% 100% 96% . 35% 0% 0% 0% 0% 0% 0% 0%
27-Jul-2022 100% 100% 99% 0% . 3% 3% 0% 0% 0% 0% 0%
21-5ep-2022 100% 100% 100% 94% 66% 1% 2% 0% 0% 0% 0%
2-Nov-2022 100% 100% 100% 96% 7% 39% 10% 1% 0% 0% 0%
14-Dec-2022 100% 100% 100% 99% 90% 65% 29% 7% 1% 0% 0%
1-Feb-2023 100% 100% 100% 90% 93% 73% 41% 14% 3% 0% 0%
15-Mar-2023 100% 100% 100% 100% 99% 94% % 48% 20% L% 1%
3-May-2023 100% 100% 100% 100% 97% 95% 82% 56% 27% 9% 2%
14-Jun-2023 100% 100% 100% 100% 95% 7% 87T% 65% 38% 16% 5%
26-Jul-2023 100% 100% 100% 100% 93% 7% 88% 68% 42% 19% 6%
Values in Green = Probability Over 50%
. FHN Main Street Expected Hikes
Source: CME
& FINANCIAL SAN DIEGO)

MAIN STREET ADVISORS
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Fed Funds Probabilities

FedWatch Tool v

Target e swaya2 | 16z | 279022 | 21 sesz2 | 2vevzz || 14 pecez || 1reccs | SR NS NN (BN
MEETING INFORMATION PROBAEILITIES

Compars
e MEETING DATE CONTRACT EXFIRES MID FRICE PRIOR VOLUME PRIOR Ol EASE MO CHANGE HIKE
16 Mar 2022 ZOHZ 31 Mar 2022 208250 168,106 115,984 0.0 % 0.0 % 100.0 %
Histarical
Historical TARGET RATE PROBABILITIES FOR 16 MAR 2022 FED MEETING
(n] .
— Current Target Rate of 0-25
Prior Hikes
00 %
Dot Plot ! 938 %
Chart
Table
BO %
CME FedWatch Tool
B0 %
Stay up-to-date with the latest probabilities of FOMC rate %
moves with the CME FedWatch Tool. =
£
40 %
20 %
B3%
. I
25.50 50.75
Target Rate (in bps)

Source: CME
https://www.cmegroup.com/trading/interest-rates/countdown-to-fomc.html

z“‘ FHN The City of
FINANCIAL. SAN DIEGO Y

MAIN STREET ADVISORS



Think You Timed the Market Well...Maybe You Were “Fooled by Randomness”

“Generate a long series of coin
flips, producing heads and tails

with 50% odds each and fill up FIOLED
sheets of paper. If the series is

long enough you may get eight 2

heads or eight tails in a row, RANDOMNESS
perhaps even ten of each. Yet you e i
know that in spite of these wins in B enilin b Mt
the conditional odds of getting a BT ——
head or a tail is still 50%.”

Source: Fooled by Randomness, Nassim Taleb

z“‘ F H N The City of
FINANCIAL. SAN DIEGO)
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Keeping an Eye on the Yield Curve

How Long Until the Recession?
When the 10Yr/3M U.S. Treasury Curve Inverts 10 Consecutive Trading Days

Date of 10 Day |Consecutive Trading Date of Next Days to Next
Inversion Days Inverted Recession Recession
1/10/1969 24 Dec 1969 325
6/14/1973 177 Nov 1973 140
12/8/1978 91 Jan 1980 389
11/7/1980 102 Jul 1981 236
6/6/1989 30 Jul 1990 390
7/31/2000 135 Mar 2001 213
8/1/2006 217 Dec 2007 487
6/6/2019 41 Feb 2020 268
Average 102 306

1/10/1969 = Inverted for 24 days, went positive for 33 days, then inverted again for 53 days '
6/6/1989 = Inverted for 30 days, went positive for 9 days, then inverted again for 26 days
6/6/2019 = Inverted for 41 days, went positive for 1 day, then inverted again for 65 days

Source: Bloomberg, Google

N FHN The City o;
S FINANCIAL. SAN DIEGO)

MAIN STREET ADVISORS
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The “Yield Curve Trap”

1989 - 19593

2001 - 2003
U.5. Treasury Yield Curve Change U.5. Treasury Yield Curve Change
10.0 E0
—
5.0 *_H—-ﬁ—*—-—..__._ & 50 1 o ——
20 { | I
70 ! 40 1 :
= 11 . . - ) . .
§ o | 1-600 Basis Points %0 I -450 Basis Points
254 1 £ 70
o o
o {1 [
=0 1 20 4 :
4.0 ; —f—2,/7/89 I ——1/12/01
30 il /30,93 1o il (30,03
B e S S T wt
B Y v 3r 5Y 0¥ ENY M EM 1Y i Ir &Y 0v 0¥
2006 - 2008 Current
U.5. Treasury Yield Curve Change is U.5. Treasury Yield Curve Change
E0 - .
5.0 -f‘-.'—'ﬁ——h—h——ﬁ .4 3.0 + Date of LastF.Ei:l.i_lLE___*__
I 25 - | l(. ot
40 4
= | =20 {1
230 1 § |
s 1 -500 Basis Points o $15 - :
20 = 10 4|
1 ——(/30/06 | 225 Basis Point —#=12/19/18
I - asis Points
Lo i 123108 os 14 9321
D.D T T T T T T T T T T T T T T T T T T 1 D-D T 1 T 1 1 1 T 1 T T T T T T T 1
M EM Y 2y r =y 107 307 M EM 1Y 2y Ir &Y 10 07

Source: Bloomberg
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Yield Curve/Rates History

10,00 ‘ M 10Y-3M Spread: (R1) 160 400

m M Fed Funds: (L1)  0.13 |
= i ’\fi b-u W | ul\ WM \Jms\ o, _
= i l'll L{'—- o | W \Ml A W%M 200
4m; f,"f 11'1 ,_r'_l . - W\ ""\F,f—l,r W 'H,H, JLM J{W -
' N e

SUEATY g
N w L @ I] Fed Funds jwl I

0.00- R i 10,1

M 10v: 19 |[ 100
WM 03 ||

=8.0

=300

Fed Funds Yield

WE-AQT pea.ds Julog siseg

6.0

PIBIA %

4.0

2.0

=0.0

1990-1994 1995-1999 20RO - 20004 2005-2009 2010-2014 2015-201%9 | 2020-2024
Source: Bloomberg 103 U Index (10%-3M) 10-3M FF 10Y3M Combined Weekly 31DEC1988-11FEB2022 Copyright2 2022 BEloomberg Finance L.P. 11-Feb-2022 19:57:40
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First Yield Curve “Canary in the Coal Mine”?

=200
ae 2,000 i E
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1032 U Index (10Y-3M) Yield Curves Weekly 07NOV2016-12FEB2022 Copyright® 2022 Bloomberg Finance L.P. 12-Feb-2022 04:09:50

Source: Google
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5 Year Treasury Long Term Trend...Will the Cycle of Lower Highs Continue?

? Last Price 1.9 16.3%

High 09/30/81 16.3 .

Lﬁem‘;z o " Mega Factors: L.
1l Low on 07/31/20 0.2 i Debt, Demographics,

“ Technology, Globalization o
=120
=100

0 ;
ﬂ bso 3
: 2

6.0
m 3.1% Last
Cycle High 1.0
Qe
=20
0.0

_ ‘ '65-'69 ‘ '70-'74 ‘ '75-'79 ‘ '80-'84 ‘ '85-'89 ‘ '90-'94 ‘ '95-'99 | '00-"04 | "05-'09 | "10-"14 ‘ '15-'19 "20—'24
Source: Bloomberg USGGSYR Index (US Generic Gowt 5 ¥r) Monthly 31JAN1960-11FEB2022 Copyright® 2022 Bloomberg Finance L.P. 11-Feb-2022 20:08:13
“ FHN The City of
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“One of These Things is Not Like the Others”

PCE Core YOY vs 10Yr Tsy Yield
(1977 to Present)
17
: .
: .
e . I N —
14 o’ e 9. 8070 .
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% .’. [ ..': p - . ..
E : ﬁr’:ﬂj : : ‘ ‘ : 1 hd »
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Source: Bloomberg, Google
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Security Type Selection for Different Strategies

Securities to Match Cash Outflows: Securities to Market Time:
= Bullets = Bullets
= ABS Credit Card (soft bullets) = Paydowns (ABS/MBS/SBA)
= Floating Rate Notes " Floating Rate Notes
= Callables

= Step-Ups/Step-Downs
= Bond Mutual Funds
" Floating NAV Funds

FHN The City o
Ed FiNancia savi Dieco) I



Effective Duration: Agency 1-5Yr Bullets vs. 1-5 Yr Callables

M GVPB Effective Duration Last 2.2465
L | GWPC Effective Duration Last 2.8303

1-5 Yr Bullets

+1-5 Yr Callables

Effective Duration

Br"exit

soure: Boombere Avg Effective Duration: Bullets 2.31 Callables 1.54
e FiNy N
N\ SAN DIEGaj

FINANCIAL

MAIN STREET ADVISORS




Average Prices: 1-5Yr Callables vs. 1-5Yr Bullets

B GVPB Price Last 99.177 :
L | GVPC Price Last 96.6446 Hi: 104.6696

M 1-5 Yr Bullets

o

1-5 Yr Callables

2022

Source : Bloomberg

N FHN .
& FINANCIAL e piecd




Long Run Return: Agency 1-5 Yr Bullets vs. 1-5 Yr Callables

99) Download
06,/30,/2000 H
Index Currency

GVPB .

02/11/2022 =
Start End
100.000 202.843
100.000 166.717
- |
¥TD 1Y 3Y oY 10¥%
53 Correlation 54 Data Table

High
207.942
171.836

MTD M Q1D 10Q Max

5l Data Chart 53 Spread

ICE Bond Indices: Index Charts/Tables

v
Low
100.000
100.000

Annl StDev
215.783
140.998

StDev
29.924

Avg
164.360
144 510

Track Annoctate

VPB Total Return Index Valuse Rebased Last 202.8431
VPC Total Return Index Value Rebased Last 166.7174

102.843% — 66.717% = 36.126%
Or 1.72% Per Year from 2000-2022

1-5 Yr Callables

1-5 Yr Bullets

Source: Bloomberg
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Avg Effective Duration: Bullets 2.31 Callables 1.54
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Total Return Comparison

GVPB 99 Download
06/30/2000 [=j402/11/2022 [=

1-5Yr Bullets

Total Return Factors
Price Return (Local)
Income Return (Local)
Total Return (Local)

99 Download

1-5Yr Callables [05/30/2000 Lgo2/11/2022 L

Total Return Factors
Price Return (Local)
Income Return (Local)
Total Return (Local)

Source : Bloomberg

N FHN
‘FINANCIAL

MAIN STREET ADVISORS

(0
L0C N0

Periodic Return Annualized Return

A 0T el la l ;
W.2U/ 'u.'-..'lu'

102.636 3.314
102.843 7 2394

Jz.000 i 3.324% Bullets
2.391% Callables
ICE .933%

10C 0

Periodic Return Annualized Return

1 2AL A LT
-1.346 -0.063

L0 NE7D 3 ACA
':':I U l\.-'l W L 45""

66.717 2.391
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Long Run Return: Agency 1-3 Yr Bullets vs. 1-5 Yr Callables

99) Download ICE Bond Indices: Index Charts/Tables
06/30/2000 |- 02/11/2022 .

Index Currency Start End High Low Avg StDev  Annl StDev
G1PB - 100.000 185.942 189.337 100.000 154.756 24.528 176.876

GVPC v 100.000 166.717 171.836 100.000 144.510 19.553 140.998

Total Return Index Value
MT 1M QTD 1Q YTD 1y 3Y Y 10Y Max

D
50 Data Chart 52 Spread 53 Correlation 2 Data Table

Track Annotate

! G1PBE Total Return Index Value Rebased Last 185.942
L | GWPC Total Return Index Valuse Rebased Last 166.7174

85.942% — 66.717% = 19.225% 1-3 Yr Bullets

Or .92% Per Year from 2000-2022

1-5 Yr Callables

Loww: OO0 Lo s OO

|'01|'02|'03|'(}4|'05|'{}6|'0-?|'08|'09|'10|'11|'12|'13|'14|'15|'16|'1?|'18|'1‘9‘|'20-|'21|'22

Source: Bloomberg Avg Effective Duration: Bullets 1.78 Callables 1.54
N FHN —
&\ FINANCIAL SAN DIEGO)
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Step-Ups

9 Actions + 96 Alerts »  97) Summary %) Set Homepage %) Export - [4 New Issue Monitor

Yl <NIM2-Agency (NIM2) ' ])Show Filters Z)Clear Filters  Issueshumm *

O Real Time ® Issue History ) Prelim Bonds | PREL
Date | Issuer Coupon  Maturity Spread Curr Outst Bnok Mgr  Note
-—m d AR AURIUSER AR __

101) 15:38 FED HOME LN BANK | STEP,  02/28/25 USD  65JOINT LEADS 3-NC1 BERINC

107) 11:48 FED HOME LN BANK | STEP,  02/28/24 USD  10MTBK-sole 2-NC1 1X

104 2/10 FED HOME LN BANK 02/28/25 25MIZ-sole  3-NC1 1X

105 2/10 FED HOME LN BANK 08/28/24 15JOINT LEADS 2.5-NC1 1X

106) 2/10 FED HOME LN BANK 02/28/25 15JOINT LEADS 3-NC1 1X

1072/9  FED HOME LN BANK 02/24/27 25[FHN-sole  |5-NC1 BERM

108 2/9  FED HOME LN BANK 02/28/25 45B0SC,CCB,DW3-NC1 BERINC

1092/9 FED HOME LN BANK 02/25/27 25 HUNSEC,MTBK5-NC3MO INC

Source : Bloom berg

FHN Thedi
) FINANCIAL o biEcd
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1 Time Step-Up Callable vs. Bullet

RSN T 0% 02/28/26 194-25+  + 117 94-23% /94-25+ 1.861/1.843

s LR FHIB 1% 02/27/26 ( 3130AQYW? ) Coupon Schedule
Spread JEEEN bp vs L 02/28/26 RAREIEE Start End
' 94-25+ 21:00:53 | 1.5000 02/28/2022| 02/27/2023
MUy NIAW | 25000 02/27/2023 02/27/2026

NARAT 135 01/31/25  199-02% + 08+ 98-31% /99-02% 1.731/1.698

Breakeven: 2.50% (Step Coupon) — 1.698% (3 Year Treasury) = .80% Higher In One Year from Now

Source: Bloomberg

FHN Thedi
ﬂ FINANCIAL sAN DIEGO) [



5 Year Agency Step-Up Breakeven Analysis

Step Up Analysis - S5yr Annual Steps

Step |SU Cumltv| Fixed
Time Cpns Cpn Coupons | Var
1Yr 1.500 1.500 2.250 (0.750)
2Yr 2.000 1.750 2250 (0.500)
COUpUﬂS 3Yr 2.500 2.000 2250 (0.250) ]

Coupon Information 4Yr | 3.000 | 2250 2.250 | 0.000

Issue Date 02/25/2022  First Coupon ~ Normal el el 2t 1 2s 10

Ist Coupon Date  08/25/2022  Last Coupon ~ Normal Step-Up vs Fixed Rate Callable

Observation Index  N/A Paying Index ~~ N/A 7 o st Counone
Coupon End Date 32 e Cumultive veld
1,500 02/25/2023 27

Step-Up’s Coupons > 2000 02/25/2024 g Fixed Rate Callable
2.500 02/25/2025 I
3.000 02/25/2026 -
3500 02/25/2027 2 Holding Period

1¥r 2¥T 3¥r 4¥r 5YTr
Source: Bloomberg, FHN Main Street

"N FHN —
FINANCIAL SAN DIEGO B



Floaters

95 Actions +  96) Alerts -

O Real Time

Date | Issuer

-_'-1 Y __

102 2/9
103 2/8
104 2/4
103 2/4
106) 2/2
107) 2/1
10§ 2/1

FARMER MAC

FED FARM CREDIT
FARMER MAC

FED FARM CREDIT
FED HOME LN BANK
FED HOME LN BANK
FED HOME LN BANK

109 1/21 FARMER MAC
1/21 FED FARM CREDIT

111 1/20 FARMER MAC

11) 1/20 FARMER MAC

113 1/20 FED FARM CREDIT

Source: Bloomber;

FHN
EFINANCIAL
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97) Summary

S Cen (o) B +NIM2-Agency (NIM2) v

Issue History

Coupon

FRN
FRN
FRN
FRN
FRN
FRN
FRN
FRN
FRN
FRN
FRN
FRN

98) Set Homepage 99 Export - [Z2 New Issue Monitor

1) Show Filters ) Clear Filters  IssuesiN -

01/11/22 02/11/22 6 Prelim Bonds | PREL

Maturity

08/18/22
02/14/25
02/14/29
02/09/24
04/29/22
06/24/22
06/30/22
02/02/28
01/29/24
01/28/30
01/28/31
01/26/24

Spread Curr Qutst Book Mgr  Note

USD 100 CASOAK-sole INCREASE
USD 100 JOINT LEADS 3-NC
USD 5CASOAK-sole 7-NC
USD 550 JOINT LEADS2-NC
USD  500ACADSE-sole 3MO-NC
USD 301.5JOINT LEADS 5MO-NC
USD 1000 JOINT LEADS 5MO-NC
USD 5VS-sole 6-NC
USD  325TDSEC-sole 2-NC
USD 5PIPR-sole 8-NC
USD 5PIPR-sole 9-NC
USD  100ACADSE,MIZ 2-NC

SAN DIEGO)

58



Floater Details: 2 Year

FFCB Float 01/29/24 Cor

Actions ~

Data not provided by Bloombe..

15 Bond Description 26) Issuer Description

Pages

11 Bond Info
1)) Addtl Info
13 Reg/Tax

18 Bond Ratings
17) Identifiers
18 Exchanges
19 Inv Parties
M) Fees, Restrict

1)) Coupons

Quick Links

30 ALLQ Pnicing

39 QRD Qt Recap
M TDH  Trade Hist
35 CACS Corp Action
InCN Sec News

Source : Bloomberg

FHN
“FlNANCIAL

MAIN STREET ADVISORS

Settings -

Page 12/12 Security Description: Bond
949 ZUNo Notes 95 Buy 96) Sell

Coupons

Coupon Information
Benchmark USBMMY3M
Fix Frequency Daily
Paying Agent

Pay Calendars US

Refix Calendars FD

First Irreg Cpn Long First
Last Irreg Cpn  Normal

O Table View Chart View

Benchmark Freq
Next Coupon Date
Prev Coupon Date
Cap NaN
Margin -1.5 Reset Days Prior 1
Current Coupon .27521 Lockout 4
Cpn Conv Mod-Unadj Cpn Freq Quarterly

QUARTLY

04/29/2022
01/28/2022
Floor 0

Fast Coupon Resets
Accrual Start
02/15/2022
02/08/2022
02/01/2022

01/28/2022

Margin History
Date

\
Rate

0.275212
0.225146
0.175091

SAN DIEGO)




USBMMY3M (US Treasury 3 Month Bill) vs. Fed Funds

Last Price
M USEMMY3M Index 0.29
M FDTR Index 0.25

Floater Current
Coupon
.27%

2 Year Bullet

Current Coupon
1.50%

How Fast Do
_ Rates Need to
S | Climb to Breakeven?

02 03 04 "05 06 v 08 09 "10 11 12 13 "14 '15 "16 17 18 19 20 21 22
USBHMMY3M Index (US Treasury 3 Month Bill Money Market Yield) Monthly 11FEB2002-11FEB2022 Copyright2 2022 Bleomberg Finance L.P. 11-Feb-2022 21:28:346

Source : Bloomberg

FHN -
& FINANCIAL o biEcd




Follow GAAP

' GOVERNMENTAL CONTA
/ ACCOUNTING
STANDARDS BOARD »

HOME STANDARDS & GUIDANCE PROJECTS MEETINGS REFERENCE LIBRARY NEWS & MEDIA ABOUT

o

ABOUT US

About the GASB

Established in 1984, the GASB is the independent,
private-sector organization based in Norwalk,
Connecticut, that establishes accounting and financial
reporting standards for U.S. state and local governments

that follow Generally Accepted Accounting Principles
(GAAP). >> More

Source: GASB
“ FH N The City of
Ao e SAN DIEGO) [




Pros and Cons of Amortizing

Buy/Sell Buy - 313588HP3

Issue =) FNDN 0 07/01/19

Audit Trail

DlrFutBrkr -

Quantity 10,000,000 Disc Rate Principal $ 9,900,000.00

Price 99.0000 N Acc Int 0.00
e Scttle Date 07/01/2018 Spread Net 9.900,000.00

If you are not amortizing, when will you recognize the $100,000 gain (income)?

Purchase Bond ' ' Bond Matures
Participant Participant
$SSIn $$S Out

O Involves More Work: Monthly Journal Entries

d Custodians’ Amortization Methodology May Not Match Your Investment Accounting System

Source: Bloomberg

“ FHN e
FINANCIAL sAN DIEGO I



Not Amortizing: Overstating Income...Then a Big “Loss”

$112
$110

$108

Value

$106
$104
$102
$100

$98

Source: Bloomberg

FHN
1NFHNAUWCIAL,

MAIN STREET ADVISORS

=$=5% Coupon @ 5110

End of Year Amortized Value

=i=3% Coupon @ $100

== 5% Coupon Unamortized
A - A
F#
Yr0 Yrl Yr2 Yr3 Yrd Yr5

The City of
SAN DIEGO)
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Cash Income vs. Accrual Income

Annualize Monthly Modified Book Basis Return vs Annualized Monthly Cash Basis Return

3.30 o o dified Accrual Basis
Cash Basis
3.00 - .
2.50 T
o 200 JA‘- \‘A i
= 150 ’
7]
K N V/’l
1.00 e V\ __.-!—#"\
0.50 -
G-DG T T T T T T T T T T T T T T T 1
5hEh 828 eEm2a229228R888R8¢ 8% 48873 Y N
S § 8 § 3 # 3 § 83 § 8 % 2 § 8 § ®E & 2 § 8 & ®= =z 32 & B8 § = &
Cash Basis Return Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
Fiscal Year 2020 2.98 1.61 2.17 3.24 174 1.94 2,94 1.46 2.01 1.86 1.47 2.05
Fiscal Year 2021 2.34 1.60 1.44 1.48 1.64 0.74 0.74 0.99 1.32 0.30 0.85 0.94
Fiscal Year 2022 0.95 1.36 0.94 1.10 0.63 0.49
Accrual Basis Return Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
Fiscal Year 2020 2.49 2.07 2.00 2.16 1.56 2.00 2.90 1.96 2.14 1.67 1.53 2.22
Fiscal Year 2021 1.73 1.44 1.32 1.23 1.33 0.94 0.90 1.08 0.88 0.84 0.84 0.96
Fiscal Year 2022 0.97 0.94 1.01 0.92 0.73 0.72
Cash vs. Accrual Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
Fiscal Year 2020 0.49 (0.46) 0.17 1.08 {0.22) (0.06) 0.04 (0.51) (0.13) 0.19 {0.06) (0.17)
Fiscal Year 2021 0.61 0.16 0.12 0.25 0.31 {0.20) (0.16) (0.09) 0.44 0.06 0.01 (0.02)
Fiscal Year 2022 (0.02) 0.42 (0.07) 0.18 (0.10) (0.23)
Source: FHN Main Street
“ FHN The City of
FINANCIAL.

MAIN STREET ADVISORS
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Do Not Let GASB 31 (mark-to-market) Drive Investment Decisions

Unrealized Profit / Loss ~$3.5 Billon 2.5 Duration Portfolio
150
140
130
120
110
100
90
80
70
60
50
40
30
20
10

Millions

(10)
(20)
(30)
(40)
(50)
(60)
(70)
(80)
(90)
(100)
(110)

Source: FHN Main Street

P EHN —
FINANCIAL. SAN DIEGO TS
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GIOA Model Investment Policy

1. Safety of Principal: Safety of principal is the foremost objective of the [entity’s]
investment program. Investments by the [designated official] shall be undertaken in a
manner that seeks to ensure the preservation of capital in the overall portfolio. To attain
this objective, diversification of security types, sectors, issuers, and maturities is necessary
in order that potential losses on individual securities do not exceed the income generated
from the remainder of the portfolio.

2. Liquidity: The investment portfolio shall be structured to timely meet expected cash
outflow needs and associated obligations which might be reasonably anticipated. This
objective shall be achieved by matching investment maturities with forecasted cash
outflows and maintaining an additional liquidity buffer for unexpected liabilities.

i 3. Investment Income: The investment portfolio shall be designed to earn a market rate E

i of investment income in relation to prevailing budgetary and economic cycles, while |

i taking into account investment risk constraints and liquidity needs of the portfolio. E

————————————————————————————————————————————————————————————————————————————————————————————————————————————————————

N FHN —
e FINANCIAL. SAN DIEGO TS

MAIN STREET ADVISORS



CFA Institute: Characteristics of Useful Performance Benchmarks

A benchmark is a collection of securities or risk factors and associated weights that

represents the persistent and prominent investment characteristics of a manager's
investment process. A benchmark should be:

» Unambiguous: The identities and weights of securities constituting the benchmark are clearly defined.

e Investable: It is possible to forgo active management and simply hold the benchmark.

e Measurable: The benchmark's return is readily calculable on a reasonably frequent basis.

e Appropriate: The benchmark is consistent with the manager's investment style and sectors.

e Specified in Advance: The benchmark is specified prior to the start of an evaluation period and known to all
interested parties.

“The failure of a benchmark to possess these properties compromises its utility
as an effective investment management tool. The properties listed merely

formalize intuitive notions of what constitutes a fair and relevant performance

comparison. ltis interesting to observe that a number of commonly used

e oA It benchmarks fail to satisfy these properties.” CFA Institute
“ FHN The City of
FINANCIAL SAN DIEGO) [z




Important Benchmark Characteristics

To Be Relevant, Benchmarks Should Reflect the General Characteristics of a
Portfolio’s:

= Sector Allocations
» Duration/Maturity
= Turnover

Three Types of Benchmarking:

= Weighted Yield
= Book Rate of Return
= Total Rate of Return

Source: FHN Main Street, Google

>N FHN

The City of
FINANCIAL. y

MAIN STREET ADVISORS SAN DIEGO 68



Yield Benchmark: 0-5 Year Treasury Notes/Bonds Index Effective Duration

99) Download
=

Index Currency
GveA | 00000
CEnter Indeo> | |

MID M Q1D 1Q YTD 1Y 3Y 5Y

51) Data Chart 53 Spread 59 Correlation

08/31/2021 [=i

Start End
2.20 2.21

) Data Table

ICE Bond Indices: Index Charts/Tables
-

Low
2.10

StDev  Annl StDev

0.03

Avg
2.16

10Y Max

0.43

—
B GVQA Effective Duration Last 2.2136 rac

\

\

Low: 2.1012

»  Annotate

Jan ' Feb

Source: Bloomberg

FHN
“FINANCIAL

MAIN STREET ADVISORS

Effective Duration

SAN DIEGO)




7/31/2021

Weighted Average Maturity and Aging Report
Weighted Average Maturity History

3.5

Yield Benchmark Characteristics

L zz-uer z L zz-uer
LTz E Tz
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L 0z-Inf L 0z-Inf
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Performance Benchmarking

+ Accrued/Received Interest

Book Return=  +/- Amortization/Accretion or Premiums/Discounts The Budget
+/- Realized Gains/Losses
Average Daily Book Balance for the Period
+ Accrued/Received Interest

Total Returnz +/- Realized Gains/Losses GASE 31

+/- Unrealized Gains/Losses
Time Weighted Invested Market Value for the Period

Source : Google, FHN Main Street

N FHN —
B FINANCIAL. SAN DIEGO) B
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Book Return vs. Total Return

Percent

[¥=]
i

ICE BofA 2 ¥r T-Note Index
Book Return vs Total Return

5 B R

11.1%

Total Return

3% Book Return

(24 Mon Avg ) Yid

N

5%

89 90 91 92 93 94 95 9% 97 98 9% 00 01

0 03 04 05 06 OF OB 09 10 11 12 13 14 15 16 17 18 19 20 21 22

Source: Bloomberg

FHN
&\ FINANCIAL.

MAIN STREET ADVISORS
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2 Year Treasury Yield and Total Return

2 Year Treasury Annual Total Return
13

12
11

10 21 Total Return
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Source: Bloomberg
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Interest Rate Volatility

2 Year T-Note Yield
8.0 7.70%

Percent Yield

g o o o P o F P o f o o & o & w" %"’ n§° q" q“’
A GO R R SO
Source: Bloomberg
(N FHN The City of
Leeh o SAN DIEGO) [T



Over the Long Run...Book Return and Total Return Are Basically the Same

19 Download ICE Bond Indices: Flexible Returns

06/30/1992 [=R¥01/31/2022 [ - m
Periodic Return ~ Annualized Return
Total Return Factors % of Total Return

Price Return (Local) -10.191 03 -10%
Income Return (Local) 11, 4*‘*” 855 110%
Total Return (Local)

ooooooooooooooo

FHN Thedi
B Eicias SN Dieco) IS



Tell Your Story: Investment Reporting

"When performance is measured, performance improves. When performance is
measured and reported, the rate of improvement accelerates.” ThomasS. Monson

Your Investment Report Should Be on Your Website

Source: Google

N FHN The City o
&\ FINANCIAL 5A|J DIEGO’

MAIN STREET ADVISORS
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Reporting Considerations

= Know Your Audiences:
= Governing Body
= Management
= Auditors
= Rating Agencies
= GASB (CAFR now ACFR)
= Peers
=  Taxpayers

= Be Completely Transparent
= Keep it Simple — Charts/Graphs/Tables
= Provide Details to the Appropriate Audiences

= Demonstrate How the Investment Portfolio is Meeting Objectives (S, L, 1)

“ FHN The City of
FINANCIAL. SAN DIEGO)

MAIN STREET ADVISORS
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GIOA Model Investment Policy: Items to Include in Reports

27. Investment Program Reporting

The [designated official] shall prepare a monthly (GIOA best practice is monthly, but no less than quarterly) investment report,
which provides an analysis of the investment program. The report will be placed on the [entity’s] website (also, a GIOA best
practice). All funds overseen by the [designated official] are accounted for in the [entity’s] Comprehensive Annual Financial
Report.

The investment report shall include at least all of the following (examples below):

=  Portfolio Summary: Weighted average maturity, weighted average book yield, asset allocation by type, maturity distribution,
and aggregate book and market values

= Individual Investments: Issuer, CUSIP or identifier, purchase date, maturity date, purchase yield, par value, book value, market

value, credit rating

Compliance Matrix: Stating the compliance or non-compliance of investments or parameters

Investment Income: A listing of investment income for the reporting period

Performance Information: Yield comparisons, book return, total return, etc.

Transaction Information: A listing of the period’s transactions.

The [designated official] shall also maintain records, subject to audit, of all investment transactions including the names of all
obligors, descriptions of all securities purchased and sold (including dates of issue, acquisition and maturity, coupon, price, yield,
and gain or loss on ultimate disposition), name of the broker/dealer involved in each transaction, custodian of each security, and
the sale or maturity of each security.

The [entity] will comply with any arbitrage reporting requirements as set forth in all applicable federal, state, and local laws.
Additionally, the [entity] will comply with all Government Accounting Standards Board (GASB) requirements and appropriate
Generally Accepted Accounting Principles (GAAP).

Source: GIOA

“ FHN The City of
FINANCIAL. SAN DIEGO)
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Reporting Examples

POOLED INVESTMENTS AT DECEMBER 31, 2021 - SUMMARY & STATISTICS

|ASSET ALLOCATION

o's)

City of San Diegop
Office of the City Treasurer ?@ \;
& el 5
LG

Assets (0 ‘Market Value  Mkt/Book
ASSET BACKED SECURITIES 76,628 99.42%
COMMERCIAL PAPER 539,000 538,464 538,743 100.05%
CORPORATE MTN/BONDS 258,717 260,354 260,798 100.17%
LOCAL AGENCY INVESTMENT FUND 65,705 65,705 65,705 100.00%

30,000

Liquidity Core
Portfolio Size $705,689,605 $1,657,648,936
% of total pool 29.86% 70.14%
Portfolio Duration*® 0.28 171
Index Duration* 0.26 1.89
% of index 105.87% 90.48%
Weighted Average Days to Maturity 101 641
Earned Income Yield 0.637% 0.608%

* Macaulay's Duration for Liquidity and Effective Duration for Core.

Source: City of San Diego

FHN
ﬂ FINANCIAL.

MAIN STREET ADVISORS

22.78%

BACKED
SECURITIES

326%
Pooled Portfolio Composition by Book Value

The City of
SAN DIEGO)
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Reporting Examples

POOLED INVESTMENTS AT DECEMBER 31, 2021 - SUMMARY & STATISTICS City of San Diego .
Office of the City Treasurer ﬂ &t
R
|MATURITY DISTRIBUTION |
Current Book Value (000's i 0-3Mos | 3-6Mos | 6-9Mos | 9-12 Mos 1-2Yr 2-3¥Yr 3-4Yr 4-5Yr | Totals (000's)
ASSET BACKED SECURITIES 20,117 11,997 26,999 17,962 77,075
COMMERCIAL PAPER 178,944 239,734 119,785 538,464
CORPORATE MTN/BONDS 46,748 54,773 24,462] 104,406 29,965 260,354
LOCAL AGENCY INVESTMENT FUND 65,705 65,705
SUPRANATIONALS 29,972 29,972
/BONDS 702,883 555,182 633,702 1,301,768
Totals (000's): % 321,369{  294,507i 139,903}  227,345{ 671,587} 690,666 17,962 0i 2,363,339
% of Portfolio 13.60% 12.46% 5.92% 9.62% 28.42% 29.22% 0.76% 0.00%% 100.00%
Maturity Distribution
December 31, 2021
700,000
600,000
= 500,000
=
g
< 400,000
L
=
§ 300,000
A
g 200,000
100,000 .
. ' -_—~ -
0-3 Mos 3-6 Mos 6-9 Mos 9-12 Mos 1-2Yr 2-3Yr 3-4 ¥Yr 4-5Yr
\@Series1| 321,369 294,507 ] 139,903 227,345 671,587 690,666 17,962 | 0 ]
Source: City of San Diego
“ F H N The City of
FINANCIAL. SAN DIEGO)
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Reporting Examples

POOLED INVESTMENTS AT DECEMBER 31, 2021 - HISTORICAL EARNED INCOME YIELDS City of San Diego ﬂ :
Office of the City Treasurer ' ":
-t"x‘ﬂf', rl'_r'- :
[ PORTFOLIO - EARNED INCOME YIELD | Yield and Weighted Average Days to Maturity Trends
Earned Weighted Avg 540 1.90%
Income Days to 530 | \
Dec-20 1.81% 470.36 510 | A I
Jam-21 1.21% Lk, 07 -
Feb-21 1.66% 457.02 B 500 - N 1.50%
Mar-21 1.22% 4,65.35 S 490 —
Apr-21 1.51% 462.35 é 480 130% 3
May-21 1.04,% 465.93 S 470 1 =
Jun-21 0.82% 40434 =
Jul-21 1.33% 501.39 & 460 110% &
Aug-21 0.92% £03.08 =EAI |
Sep-21 1.01% 4£00.26 g 44D -+ 0.90%
Oct-21 1.15% 500.97 o i
Nov-21 1.07% 508.49 43
Dec-21 0.62% 479.35 420 - 0.70%
410 8
400 1 0.50%
Dec-20 Feb-21 Apr-21 Jun-21 Aug-21 Oct-21 Dec-21
Weighted Avg Days to Maturity === Earned Income Yield
Source: City of San Diego
“ F H N The City of
FINANCIAL. SAN DIEGO B
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Disclosure

Although this information has been obtained from sources which we believe to be reliable, we do not guarantee its accuracy, and it may be incomplete or
condensed. This is for informational purposes only and is not intended as an offer or solicitation with respect to the purchase or sale of any security. All herein
listed securities are subject to availability and change in price. Past performance is not indicative of future results, and changes in any assumptions may have a
material effect on projected results. Ratings on all securities are subject to change.

FHN Financial Capital Markets, FHN Financial Portfolio Advisors, and FHN Financial Municipal Advisors are divisions of First Horizon Bank. FHN Financial Securities
Corp., FHN Financial Main Street Advisors, LLC, and FHN Financial Capital Assets Corp. are wholly owned subsidiaries of First Horizon Bank. FHN Financial
Securities Corp. is a member of FINRA and SIPC — http://www.sipc.org/.SIPC.

FHN Financial Municipal Advisors is a registered municipal advisor. FHN Financial Portfolio Advisors is a portfolio manager operating under the trust powers of
First Horizon Bank. FHN Financial Main Street Advisors, LLC is a registered investment advisor. None of the other FHN entities, including FHN Financial Capital
Markets, FHN Financial Securities Corp., or FHN Financial Capital Assets Corp. are acting as your advisor, and none owe a fiduciary duty under the securities laws
to you, any municipal entity, or any obligated person with respect to, among other things, the information and material contained in this communication. Instead,
these FHN entities are acting for their own interests. You should discuss any information or material contained in this communication with any and all internal or
external advisors and experts that you deem appropriate before acting on this information or material.

FHN Financial, through First Horizon Bank or its affiliates, offers investment products and services. Investment products are not FDIC insured, have no bank
guarantee, and may lose value.

“ F H N The City of
FINANCIAL. SAN DIEGO T



