
INFORMATIONAL REPORT 
DATE ISSUED: March 2, 2017 REPORT NO: HCR17-027 

ATTENTION: Chair and Members of the San Diego Housing Commission 
For the Agenda of March 10, 2017 

SUBJECT: Investment Report – Second Quarter Fiscal Year 2017 

COUNCIL DISTRICT: Citywide 

NO ACTION IS REQUIRED ON THE PART OF THE HOUSING COMMISSION 

SUMMARY 

The attached Quarterly Investment Report details the San Diego Housing Commission’s (Housing 
Commission) investment portfolio as of December 31, 2016. The report includes both summary and detailed 
information on all liquid cash and cash equivalents, and core investments owned by the Housing 
Commission. The market value of the portfolio as of December 31, 2016, was $150.07 million, compared to 
$142.21 million in the previous quarter, resulting in an overall investment portfolio increase of $7.86 million. 
As of December 31, 2016, the overall investment portfolio had a yield to maturity of 1.10 percent, average 
days to maturity of 485, and an effective duration of 1.24 years, compared to the overall investment portfolio 
as of September 30, 2016, which had a yield to maturity of 1.19 percent, average days to maturity of 486, 
and an effective duration of 1.28 years.  

Cash and cash equivalents (liquid): 

1. $33.33 million is held in various accounts, including the Housing Commission’s bank, US Bank
($23.72 million), and other various authorized accounts required by lending agreements and program
obligations ($9.61 million).

2. $28.25 million is held in pooled investment funds. Pooled funds include California’s Local Agency
Investment Fund (LAIF), The San Diego Foundation (TSDF) and the San Diego County Investment
Pool (SDCIP).

The blended yield on these liquid accounts was 0.44 percent for the quarter, which was marginally higher 
than the blended yield of 0.42 percent in the prior quarter.  

Core investments: 

3. $85.79 million is held in Agency Debentures and/or Agency Mortgage-Backed Securities (MBS).

4. $2.70 million is held in various FDIC insured Certificates of Deposit (CD).

The blended yield on core investments for the quarter was 1.57 percent, a slight decrease from the 1.63 
percent blended yield in the previous reporting period. 
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DISCUSSION 

The overall market value of the investment portfolio was higher at $150.07 million compared to the prior 
quarter of $142.21 million. The increase was primarily due to the timing of the receipt of the $10.9 million 
January 2017 Moving to Work Section 8 Housing Authority Payment at the end of December, offset primarily 
by cash expended to fund $3.75 million of the Housing Commission loan toward the development of Villa 
Encantada and the $2.2 million deposit related to the purchase of the Town and Country Apartments.  

The overall investment portfolio yield was 1.10 percent, compared to 1.19 percent in the prior quarter. The 
decline in the overall yield was primarily a result of the core investment yield declining to 1.57 percent, 
compared to 1.63 percent in the prior quarter.  The decrease in core investment yield was primarily due to 
investing into shorter duration bonds in anticipation of the Federal Reserve raising the Fed Funds rate in 
December.  

CONCLUSION 

The Federal Reserve raised the Fed Funds rate by 0.25 percent to 0.50 percent on December 14. Despite their 
guidance of two to three rate increases in 2016, this was their first and only move in 2016, and only the 
second time they have raised rates in more than 10 years.  The Federal Reserve’s guidance for 2017 is two to 
three rate increases in the Fed Funds rate. 

The Housing Commission’s investment strategy continues to focus on ensuring the safety of the principle, 
maintaining sufficient liquidity to meet operational requirements, generating investment yield and where 
possible, investing locally. The Housing Commission will continue to build its investment portfolio with 
these underlying objectives in mind and take advantage of investment opportunities where the maturity date 
corresponds to a period where the Housing Commission may currently have low or no investment. As such, 
the Housing Commission will continue to purchase Government Agency MBS and debentures and will 
consider adding Agency Step Up bonds as a prudent, responsible investment in this potential rising rate 
environment. 

Respectfully submitted, Approved by, 

Tracey McDermott Jeff Davis 
Tracey McDermott   Jeff Davis 
Chief Financial Officer Executive Vice President & Chief Of Staff 
Financial Services Department San Diego Housing Commission 

Attachments: 1) SDHC Quarterly Financial Investment Report Ending December 31, 2016 

Hard copies are available for review during business hours at the security information desk in the main lobby 
and the fifth floor reception desk of the San Diego Housing Commission offices at 1122 Broadway, San 
Diego, CA 92101 and at the Office of the San Diego City Clerk, 202 C Street, San Diego, CA 92101. You 
may also review complete docket materials in the “Public Meetings” section of the San Diego Housing 
Commission website at www.sdhc.org  

http://www.sdhc.org/


ATTACHMENT 1

INVESTMENT POLICY SUMMARY 

In 2005, SDHC approved an Investment Policy which allows the agency to invest 

surplus funds in accordance with the provisions of U.S. Department of Housing & 

Urban Development (HUD) Notice PIH 96-33 and California Government Code 

Sections 5922 and 53601. 

The Investment Policy contains the required standards of care that include 

prudence, ethics, conflict of interest and delegation of authority. Additionally, the 

policy states the general objectives of safety, liquidity, yield and local 

considerations must be followed. Finally, the policy provides guidance concerning 

authorized financial institutions, depositories and broker/dealers; asset 

safekeeping and custody; authorized and suitable investment types; 

collateralization and diversification. 
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