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April 16, 2020 

 
 
The Honorable Members of the Board of Supervisors 
County of Solano County 
675 Texas Street, Suite 6500 
Fairfield CA 94533 
 
Honorable Members of the Board: 
 
It is my pleasure to present the quarterly report for the third quarter of FY2019/20.  
 
State of the Treasury 
 
The $1.4 billion Treasurer’s pool is managed in accordance with the tenets of California Government Code §53600.5 to provide 
for the safety of principal, adequate liquidity for all anticipated cash flow requirements, and a consistent rate of return 
commensurate with the established risk profile. 
 
The $813.7 million currently held in cash and investments with six months or less left to maturity should provide adequate 
funding for all anticipated cash needs, while also affording the Treasury an opportunity to invest excess liquidity at higher rates.  
 
The treasury pool is maintained with a duration designed to stabilize yields and prevent rapid increases or decreases in earnings.  
The treasury pool is also diversified from a credit risk perspective by maintaining a mix of investments that includes 14.1% in 
cash and cash equivalents, 37.8% in US Treasuries, 22.4% in Government Sponsored Enterprises, 14.3% in US Corporations, 
and 4.2% in Municipals; with the balance of 7.2% held in a variety of assets including mutual funds, commercial paper, and other 
holdings allowable under §53600.5. 
 
Current Market Conditions Impacting the Treasury Pool 
 
Treasury managers monitor information provided by the Federal Reserve; its actions and information impact the interest rates 
at the short end of the curve where nearly all the treasury investments are made.  
 
Fiscal fallout as a result of the COVID-19 virus has caused significant disruptions in global financial markets that are likely to 
continue for the foreseeable future.  In response to the disruptions, and in anticipation of substantial increases in unemployment, 
the Federal Reserve Open Market Committee met in emergency session on March 3, 2020 and reduced the target range for 
federal funds by 50 basis points to 1 to 1 ¼ %, and again on March 15, 2020 to reduce them further by 100 basis points to 0 to 
¼ %. In the meeting minutes the committee indicated they would maintain this target range until the economy has weathered 
recent events and is on track to achieving maximum employment and price stability. Further, the Chairman of the Federal 
Reserve Bank indicated the bank would use every tool at its disposal, including the wholesale buying of assets, to achieve these 
objectives during this crisis. As a result of this, the bank balance sheet has increased by more than $2 trillion in less than 45 days. 
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Expectations going forward 
 
For the coming quarter, treasury managers expect interest rates on the short end of the interest rate curve to remain close to 
zero. As investments in the pool mature and are reinvested, the yield on newly invested funds will be substantially lower, and 
the pool earnings will be less than in previous quarters. 
 
Based on the comments of the Federal Reserve Chairman, the general state of the economy, and anticipated unemployment 
rates; it is highly likely that interest rates will be close to zero for an extended period of time. It is noteworthy to mention that 
certain treasury bonds on the short end of the curve traded negative during the quarter, and this trend could continue and 
accelerate.   
 
Credit quality of corporate securities will continue to be monitored more closely during this crisis, and investments will continue 
to be diversified to mitigate risk. Given the shape of the yield curve, liquidity will be increased in the coming quarter.  
 

 
 
Respectfully Submitted, 
CHARLES LOMELI 
Treasurer – Tax Collector – County Clerk 
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