IX.

NORTHERN VIRGINIA TRANSPORTATION AUTHORITY

MEMORANDUM

TO: Chairman Martin E. Nohe and Members
Northern Virginia Transportation Authority

FROM: Michael Longhi, Chief Financial Officer
DATE: December 5, 2019

SUBJECT: Investment Portfolio Report

1) Purpose: To provide the Northern Virginia Transportation Authority (NVTA) with required
reports on investment activities and portfolio performance through October 31, 2019.

2) Background: This report is on investment activity through October 2019 and affirms the
portfolio investments were acquired on the basis of safety, liquidity and then yield. This
report summarizes the portfolio structure, and adherence to the NVTA Investment Policy.

Northern Virginia Transportation Authority
Distribution by Asset Category - Book Value

Report Group: Regional Revenue Begin Date: 9/30/2018, End Date: 10/31/2018
Asset Category Allocation

Book Value % of Portfolic Book Value % of Portfolic

Asset Category 9/3012019 9/30/2019 1013112019 10/31/2019

CD - Bank 60% Maximum 65,134 72353 618 65,134 72353 6.08

CD - Megotiable 25% Maximum 127,001,441 91 12.04 127,001,192 20 1.85
Commercial Paper 30% /5% Maximum 50,867 657.78 482 45 457 29333 424
Corporate Motes 50% Maximum 225 868,474 86 2142 209 949 962 11 1960
LGIP 100% Maximum 28,853 428 03 275 31,424 26879 7.60

Money Market 0% Maximum 129,706,369.94 12.30 144,781,639.59 13.51
1S Agency 100% Maximum 119,575,304.27 1.34 90,099,145.47 a4
US Treasury 100% Maximum 307,310.010.38 2915 307,438 445 87 2870
Total | Average 1,054,417,410.70 100.00 1,071,296,671.19 100.00

Portfolio Holdings as of 9/30/2019 Portfolio Heldings as of 10/31/2019
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3) Current Period Reports:
a. The safety of the portfolio is reflected in the actual composition of the portfolio as
shown above:

Northern Virginia Transportation Authority
Distribution by Maturity Range - Book Value

Report Group: Regional Revenue Begin Date: $/30/2019, End Date: 10/31/2019

Maturity Range Allocation

) Book Value % of Portfolio Book Value % of Portfolio
Maturity Range 93012019 93012019 10/34/2019 1003172019
0-1 Month 212,622 237.56 20.16 290,028,851.35 27.07

1-3 Months 61,895 962.76 587 165,870.271.58 15.48

3-6 Months 273,313,158.39 25492 178,651,152.52 16.68

6-9 Months 190,125, 373.00 18.03 172 257 42661 16.08
9-12 Months 126,985,257 .50 12.04 114,805,715.93 10.72
1-2 Years 13521107272 12.82 95,427 095.79 591

2-3 Years 54 264 34877 515 54256 157 .41 5.06

Total / Average 1,054,417,410.70 100.00 1,071,296,671.19 100.00
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b. The liquidity of the portfolio is reflected in the portfolio’s duration of .43 (1.0 = 1 year) and
the maturity schedule shown above:

NVTA Oct-19
Investment Benchmarks Month End
Fed Funds Rate 1.83%
Treasury 90 Day T Bill 1.63%
Local Government Investment Pool 2.05%
Virginia Non-Arbitrage Program 2.11%
NVTA Performance 2.40%

Source: Bloomberg, Statements

c. The yield on the portfolio at the end of October 2019 was 2.40%. The NVTA’s Investment
Policy specifies the benchmarks shown above for yield performance comparison:



4) Portfolio Analysis & Statistics Overview

a) Safety: The portfolio is invested primarily in;
i) AAA/AA rated U.S. Treasury and Agency Bonds
ii) AAA/AA rated investment grade corporate bonds
iii) Collateralized bank money market accounts.

b) Liquidity:

i) Since our last report on October 17, the NVTA Portfolio average duration has fallen to
.43 from .51 or less than 6 months — reflecting U.S. Treasury purchases and recent
maturities.

ii) As noted previously, analysis of forward transportation project liabilities
(reimbursements) associated with the Six Year Program found that the portfolio has
the flexibility to extend modestly to 2-3 year maturities (5.1% of the portfolio
presently).

c) Yield:

i) Third Fed Rate Cut of 2019: On October 30, the Federal Reserve cut rates for the
third time this year, lowering rates by 25 basis points to a range of 1.5% to 1.75% in
response to slowing U.S. economic growth. The Fed’s target policy is now a total of
75 basis points lower from its first rate cut in mid-summer.

ii) Year-to-Date Performance: In response to the change in rates and economic
sentiment, NVTA conducted a review in October 2019 of the portfolio’s performance
since the beginning of the year as compared to its policy benchmarks as a way to
review our rate strategy, see chart below, updated for November.

e Value Preservation: NVTA’s Regional Portfolio continues to outperform its
benchmarks over the last 7 months. This performance is attributed to steps taken
earlier in the year to increase safety by purchasing US Treasuries. Furthermore,
more shorter dated portfolio benchmarks have been impacted more severely by
the third Fed rate cut, see chart.

o Rate Strategy Implications: While there are still many safe, liquid and fair yielding
investments, staff acknowledges that over time NVTA’s portfolio performance will
move (decline) with the market.



NVTA Investment Benchmarks: Year-to-Date Comparison
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5) Custodian Certification: BB&T Retirement & Institutional Services is the custodian of all of
NVTA’s investment purchases and is where all of NVTA’s non-deposit investments are held.
Deposit type investments are protected through the Commonwealth of Virginia
collateralization program or FDIC Insurance.

6) Policy Required Reports: The attached Compliance - GASB 40 Report addresses specific
Investment Policy requirements regarding the purchase and holding of securities. The
attached report, documents:

a. Compliance — Investment Policy, Summary. The report shows the percentage of the
portfolio by each type of investment.

b. Investment Portfolio — By Maturity Range. The report shows the yield to maturity, and
percentage of the portfolio which each type of investment represents.

c. Portfolio Holdings by Custodian. This report shows each depository, investment firm or
custodian holding NVTA securities or cash.

Attachments: Compliance - GASB 40 Report shows reporting requirements as listed above, and
not otherwise presented. This report is also fundamental for the Authority’s Annual Financial
Statements and annual audit.



