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The Fed's Near-Term
Battle With Inflation

The markets continue to speculate on the appropriate course
of action for the Federal Reserve as it struggles to get infla-
tion under control. The Fed has indicated that it may need to
raise rates more than they originally forecasted in September
to properly combat inflation, with the potential terminal rate
settling north of 5.0%. Despite the economy displaying pockets
of weakness, the Fed remains adamant that its work is far from
finished.

From Chair Jerome Powell's point of view, it is more important
to focus on the terminal rate at which the Fed will cease rate
hikes, rather than the pace at which it gets there. Historically,
monetary policy has shown tendencies to lag the general econ-
omy, emphasized by the Fed's efforts to now corral inflation
after it had already spun out of control. By the same notion,
they must be careful as to not press too hard to avoid a harsh-
er recession than what is to be expected. Inflation has proven
to be broad-based and remains problematic for the Fed. The
Consumer Price Index was up 7.7% in October compared with
the year before, down from an 8.2% annual pace in the previ-
ous month. The positive takeaway from the recent print is that
inflation is showing meaningful signs of cooling down. On a
positive note, consumer spending has proven to be resilient in
the current inflationary environment, with Black Friday in-store
traffic up 2.9% and online sales up 2.3% compared to last
year. The continued strength of the labor market and excess
savings built up over the pandemic may support spending for
the foreseeable future, further complicating the Fed's efforts
to cool inflation.

The housing market has approached a standstill, with mort-
gage rates surpassing 20-year highs, but the prices of homes
have not fallen accordingly. Home values are being propped up
by low inventory and aided by current homeowners uneager
to trade in their existing 3.0% mortgages for new rates near
7.0%. Unfortunately, one catalyst to fix this problem would be
homeowners facing economic hardship becoming more incen-
tivized to sell, quickly fulfilling the demand for more affordable
homes.

Treasury Yields

MATURITY 12/5/22 1/7/22 CHANGE
3 Month 4.204% 4173% 0.031%
6 Month 4.690% 4.562% 0.127%
1-Year 4.71% 4.738% -0.027%
2 -Year 4.356% 4.722% -0.365%
3 -Year 4.089% 4.646% -0.557%
5 -Year 3.754% 4.388% -0.634%
10 -Year 3.577% 4.214% -0.636%
30 -Year 3.605% 4.319% -0.714%
Source: Bloomberg

Agency Yields

MATURITY 12/5/22 1/7/22 CHANGE
3 Month 4.6711% 4.465% 0.206%
6 Month 4.710% 4.599% 0.11%
1-Year 4.759% 4.855% -0.096%
2 -Year 4.512% 4.838% -0.326%
3 -Year 4.272% 4737% -0.465%
5 -Year 4.042% 4.608% -0.566%

Source: Bloomberg

Commercial Paper Yields (A-1/P-1)

MATURITY 12/5/22 1/7/22 CHANGE
1 Month 4100% 3.900% 0.200%
3 Month 4.590% 4.570% 0.020%
6 Month 5.020% 5.100% -0.080%
9 Month 5.290% 5.370% -0.080%

Source: Bloomberg

Current Economic Releases

DATA PERIOD VALUE
GDP QoQ Q322 2.90%
US Unemployment Nov ‘22 3.70%
ISM Manufacturing Nov ‘22 49.0
PPI YoY Oct '22 1.20%
CPI YoY Oct 22 7.70%

Dec 05, 2022 3.75% - 4.00%

Source: Bloomberg

Fed Funds Target

Data unaudited. Many factors affect performance including changes in market conditions and interest rates and in response to other economic, political, or financial developments. Investment involves risk including the possible loss of
principal. No assurance can be given that the performance objectives of a given strategy will be achieved. All comments and discussions presented are purely based on opinion and assumptions, not fact. These assumptions may or may
not be correct based on foreseen and unforeseen events. The information presented should not be used in making any investment decisions. This material is not a recommendation to buy, sell, implement, or change any securities or
investment strategy, function, or process. Any financial and/or investment decision should be made only after considerable research, consideration, and involvement with an experienced professional engaged for the specific purpose.
Past performance is not an indication of future performance. Any financial and/or investment decision may incur losses.
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Fund Highlights as of November 30, 2022 (Unaudited)

Participant Breakdown

Schools, School Boards, & Universities

$948,492,691.61 26.70% _\

Retirement Systems

$54,209,346.75 1.53%
Recreation Districts
$12,917,722.93 0.36% \

Port Commissions/Levee Districts
$322,591,034.11 9.08% 0

Sheriff's Offices

/ $251,423,143.40 7.08%
Utilities
// $83,174,313.43 2.34%

Assessor's Office
____—$101,709,809.88 2.86%

Clerks of Court
_ $1M,945,626.76 3.15%

SS ______ Convention and Visitors Bureau
\ $29,358,542.72 0.83%
District Courts, Judges, & Attorney's Offices
= $17,541,334.72 0.49%

Police Juries . N

Fire Districts

$343,770,620.57 9.68% $28,678,873.10 0.81%
Hospitals
$81,057,061.83 2.28%

Other Public Entities J

$161,736,150.68 4.55%

Libraries
$17,606,936.25 0.50%

———  Municipalities

$985,996,690.41 27.76%

Portfolio Breakdown

Repurchase
— Agreements
36.92%

Money Market
Funds

0.20%

_—— Banks Deposits

e 0.08% Month Avg Monthly Yields ~ Month Ending Net Assets

S~ Sep-22 2.56% $3,615,035,715
Oct-22 3.08% $3,746,150,003
U.S. Government Nov-22 3.80% $3,551,361,761

Agency Securities

12.16% T~ Commercial Paper
A-1+
Commercial Paper 23.17%
A1
27.46%

Data may not equal 100% due to rounding. Performance results are shown net of all fees and expenses and reflect the reinvestment of dividends and other earnings. Many factors affect performance including
changes in market conditions and interest rates and in response to other economic, political, or financial developments. Investment involves risk, including the possible loss of principal. No assurance can be
given that the performance objectives of a given strategy will be achieved. Data Unaudited. All comments and discussion presented are purely based on opinion and assumptions, not fact. These assumptions
may or may not be correct based on foreseen and unforeseen events. The information above is not a recommendation to buy, sell, implement, or change any securities or investment strategy, function,
or process. Any financial and/or investment decision should be made only after considerable research, consideration, and involvement with an experienced professional engaged for the specific purpose.
Past performance is not an indication of future performance. Any financial and/or investment decision may incur losses.
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