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4.6%
Unemployment in San 

Diego was 4.6% in  
September

 

U.S. 5.1%
Los Angeles 6.2%
Riverside 6.3%
California 5.9%

3.2%
Personal consumption  

increased at a healthy rate 
of 3.2%

5.1% 
The National unemploy-
ment rate continued to 

trend lower and finished 
Q3 at 5.1%.

1.5%
U.S. GDP Increased by  

1.5% in the third quarter 
(3.9% in Q2)

UPCOMING EVENTS

$ CASH HANDLER WORKSHOP
Thursday, February 11, 2016

6 INVESTMENT SYMPOSIUM
Friday, February 12, 2016

n FRAUD PREVENTION SEMINAR
Friday July 15, 2016

K DEBT SYMPOSIUM
Friday, November 4, 2016

Location:
CROWNE PLAZA RESORT
2270 Hotel Circle North,

San Diego, Ca 92108  

Register online at  
www. Sdtreastax.com

San Diego County has continued to fair better than other California metros, the state and 
the nation, in terms of the unemployment rate. San Diego’s unemployment rate of 4.6% 
in September was below Los Angeles (6.2%), Riverside (6.3%), California (5.9%) and the na-
tion overall (5.1%). San Diego’s unemployment rate has dropped 1.5 percentage points 
over the past year, which is one of the largest drops among major metros in the country. 

SAN DIEGO AREA ECONOMIC TRENDS 

Q3 2015 GDP rose by 1.5%, down from the 3.9% increase in Q2. The slowdown was partly 
attributed to businesses adding less to inventories, which subtracted 1.4% from growth in 
Q3.  Personal consumption increased at a healthy 3.2% rate, driven by purchases of cars and 
other durable goods. The U.S. economy continues to grow at a steady yet unspectacular rate.

The national unemployment rate continued to trend lower and finished the third quarter at 
5.1%. Healthcare, professional and business services and retail led the gains while jobs in 
mining and manufacturing contracted.

The inflation rate remains well below the Federal Reserve’s 2% target. Sluggish wage gains 
and a strong dollar helped keep inflation in check. The core personal consumption expen-
ditures (PCE) price index, a key indicator monitored by the Federal Reserve, ended the third 
quarter at 1.3%.

U.S. ECONOMY

MARKET OVERVIEW
Volatility picked up in the third quarter as 
investors focused on a potential rate hike 
and global growth concerns driven by Chi-
na’s slowing economy and currency deval-
uation. Commodity prices and emerging 
market currencies dropped sharply. Against 
this backdrop, the Federal Reserve left inter-
est rates unchanged, creating more uncer-
tainty about the outlook for interest rates.

The equity markets experienced its first 10% 
correction in almost four years. History tells us 
that a periodic 10% decline in equity prices is 
common. Over the last 100+ years, a 10% cor-
rection has occurred about once a year. The 

S&P 500 finished the third quarter -6.4%, leav-
ing the benchmark equity index -5.3% for 2015. 

The fixed income markets were caught in a 
tug of war between slowing global growth 
concerns and a Fed ready to finally begin rais-
ing rates. The Barclays Aggregate, a broad 
measure of the domestic bond market, was 
+1.2% in the quarter and +1.1% for the year.  
The benchmark 10 year bond ended Q3 at 
2.04%, trading in a range of 2.00%-2.45% in 
the quarter.  Given that the 10 year bond rate 
is strongly correlated with mortgage interest 
rates, this will be a closely watched indicator of 
the future health of the U.S. housing market.
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The County’s portfolio balance decreased by $596 million over 
the 3rd quarter. The effective duration of the portfolio, which 
measures the portfolio’s sensitivity to changes in interest 
rates, increased from 0.79 years to 0.81 years. The increase 
was driven by net outflows as maturing securities with short-
er durations could not be reinvested in longer duration secu-
rities. The annualized yield on the portfolio ended the quar-
ter at 0.58%, up from 0.52% at the beginning of the quarter.

The County’s portfolio balance decreased by $596 million over 
the 3rd quarter. The effective duration of the portfolio, which 
measures the portfolio’s sensitivity to changes in interest 
rates, increased from 0.79 years to 0.81 years. The increase 

was driven by net outflows as maturing securities with short-
er durations could not be reinvested in longer duration secu-
rities. The annualized yield on the portfolio ended the quar-
ter at 0.58%, up from 0.52% at the beginning of the quarter.
Standard and Poor’s (S&P) conducted its annual review of the 
County Pool and reaffirmed the AAAf/S1 credit rating. This is the 
highest rating assigned by S&P and is a measure of the Pool’s 
strong protection against losses from credit defaults. The S1 
volatility rating signifies that the pool possesses low sensitivi-
ty to changing market conditions given its low risk profile and 
conservative investment policies. This is the 16th year in a row 
that the County Pool has received the highest credit rating.

PORTFOLIO REVIEW

 Market Value

$6.46 B6
Last Quarter
$7.52 B

Last Month
$6.44 B

 Liquidity 0-1YR

70.00%$
1-5 Year Maturity

30%

 Asset Allocation

Federal Agency - 36.33%
Negotiable CD - 23.26%
Commercial Paper - 22.64%

7 Top 3 Asset Classes

 Top 3 Participants

8
Schools K-12 - 38.85%
County Funds - 36.83%
Community Colleges - 13.61%

Investment Pool Valuation
Q3-2015 Q3-2014

Market Value $6,456,480,043 $6,334,952,741

Accrued Interest $8,573,856 $8,915,362

Book Value $6,448,187,297 $6,349,191,832

Net Unrealized  
Gain/(Loss)

$16,866,602 ($5,323,729)

The market value of the Investment Pool at the end of Q3 was 
$6,456,480,043, down from $7,521,104,948 at the end of Q2. Book val-
ue was $6,448,187,297, equating to an unrealized gain of $8,292,746. 
Current accrued interest was $8,573,856.

PORTFOLIO SUMMARY STATISTICS
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12-Quarter Market Value Trend

One of the drivers to this growth is the professional, sci-
entific and technical services (PST) sector, which includes 
the biotechnology and information technology sectors.  
Employment in the PST sector grew by 7.6% since last April.

The scientific research and development (R&D) cluster is an-
other key growth driver. A study released by the San Diego 
Regional EDC shows that this cluster is responsible for 37,000 
jobs and has a $4.6 billion impact on the region’s annual GDP.  
This is equal to 4 San Diego Convention Centers, 34 Com-
ic-Cons, 6 aircraft carriers or 33 U.S. Open Golf Champion-
ships ever year. All scientific R&D, including for profit enter-
prises, generates $14.4 billion annually in economic impact, 
which is equal to the region’s all important tourism industry.

Despite solid employment growth in the region, there are 
potential headwinds on the horizon. The Index of Leading 
Economic Indicators (LEI), a monthly study from the Uni-
versity of San Diego, showed declines in every month in the 
third quarter. The LEI looks at building permits, local compa-
ny’s stock prices, unemployment claims and other factors to 
determine how the county is doing. The last time there was 
a downturn lasting more than three months was in 2006.  

The key culprit was the decline in residential building per-
mits, which fell to 136 in September, down from 1,000 
in May and at the lowest level since October 2010. This 
could have a ripple effect on the local economy as con-
struction workers, real estate professionals and re-
tailers are all impacted by a slowing housing market.  

The LEI is a forward looking study and predicts a slow-
down in job growth in the second half of 2016. Accord-
ing to Alan Gin, the author of the study, “I don’t think 
it’ll be bad enough to be in a full fledged recession, but I 
think what is going to happen is our rate of growth is go-
ing to slow, particularly in terms of employment growth.”

On a more positive note, San Diego home prices were up 
0.3% in August from July, in line with the national aver-
age. Year over year, San Diego home prices were up 6%, 
out-pacing New York City, Phoenix, Chicago and the na-
tional average. The median home price in San Diego was 
$460,000 in September, according to CoreLogic. Invento-
ry remains very tight with about 2.5 months of homes on 
the market. A healthy market has about five to six months. 
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Money	
Market	Funds	

4.98%	

Repurchase	
Agreements	

0.05%	

Nego>able	CD	
23.26%	

Suprana>onal	
3.10%	

U.S.	Treasury	
Notes	8.33%	

FDIC	CDs	
1.31%	

Commercial	
Paper	22.64%	

Federal	
Agency	
36.33%	

Asset	Alloca>on	

AAA		
6.66%	

AA+		
41.48%	

AA		
0.54%	

A-1+		
19.20%	

A-1+		
32.12%	

Credit	Quality	

San Diego Pooled Money Fund
As of September 30, 2015

The Portfolio continues to maintain compliance with the standards set forth in the IPS and with the statutory regulations. The 
largest piece (dark gray), 36.33% is allocated to Federal Agency instruments; 23.26% in Negotiable CD’s (yellow); 22.64% in Com-
mercial Paper (light gray); 8.33% in U.S. Treasury Notes (orange); 4.98% in Money Market Funds (blue); 3.10% in Supranationals 
(green), 1.31% in FDIC CD’s (red); and 0.05% in Repurchase Agreements (light blue).

ASSET ALLOCATION

The San Diego County Pooled Money Fund is comprised of several different categories of investors. County funds represented 
37% of the portfolio at the end of the Q3, down 8% from the beginning of the year. Q3 is a seasonally low period for the County 
as cash outflows are greater than inflows. The K-12 schools comprised 39% of the portfolio, up from 35% at the beginning of the 
year.  School district bond offerings drove the increase. The local community colleges, cities, agencies (county and independent), 
and non-county funds make up the remaining 24% of the fund total.

PARTICIPANT BALANCES

Liquidity is a primary objective in the Investment Policy Statement (IPS) and in our strategy. The Investment Policy requires that 
25% of the  portfolio matures in 90 days or less, with at least 50% of the portfolio maturing in a year or less. There are no min-
imums for maturities over 1 year up to 5 years. We currently have 27% maturing within 90 days, 70% within one year, and 30% 
from over 1 to 5 years.

LIQUIDITY


