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U.S. Yield Curve is Inverted (long-term yields have 
fallen below short-term yields)



Investment Trends

• Declining Market 
Value

• Steady Portfolio Yield

• Declining WAM

• Sector Distribution 
Within Policy Limits



The City of Salem’s Investment Program

U.S. Bank LGIP GO Bond Portfolios Short-Term Portfolio Long-Term Portfolio

* High degree of 

liquidity

* High degree of 

liquidity

* Bond Proceeds from:  
2018 Library Project,                     

2017 Pol ice Faci l i ty, and                        

Sa lem Streets  & Bridges

* Complement to LGIP 

and U.S. Bank balances

* Competitive yield * Competitive yield * Invested to meet 

draw scheduled needs 

of CIP

* Targets cash needs up 

to 12 months

* Suitable for 

operational cash needs

*Suitable for 

operational cash needs

* Reasonable level of 

liquidity

* Capitalizes on yields 

in money market sector

No Benchmark No Benchmark Matched to Project 

Needs

Benchmark: Oregon 

LGIP

Benchmark: Bank of 

America/Merrill Lynch 

1-3 Year US Treasury 

Index
(includes accrued interest)

Balances as of: / Total market value

September 30, 2019 / $320,140,545

$22,398,623 $80,318,670 $58,002,846 $32,154,197 $127,266,209

7.0% 25.1% 18.1% 10.0% 39.8%

August 31, 2019 / $327,604,516

$18,420,826 $86,925,864 $56,852,152 $38,579,451 $126,826,223

5.6% 26.5% 17.4% 11.8% 38.7%

Managed by City Staff Managed by PFM

* "Core" portfolio 

whose assets may be 

invested to take 

advantage of longer 

maturity securities at 

potentially higher 

yields



Market Value Differences between Quarterly and 
Monthly Reports



Long-Term Bonding Strategy
• Having well maintained 

infrastructure is crucial for 
efficiently providing critical 
services to, and for ensuring the 
economic vitality of, the Salem 
community. The City of Salem 
owns and operates diverse 
infrastructure systems valued in 
the billions of dollars

• For many types of City-owned 
infrastructure, the only way to 
fund major repairs or 
improvements is through 
periodic general obligation 
bonding



Long-Term Bonding Strategy

1. Should the current Council Debt Policy be affirmed or revised?
Recommendation: Staff recommends affirming the current debt policy limitations of 1.5% of RMV

2. Should a prioritized list of debt-funded projects be adopted by Council?
Recommendation: Develop a methodology based on asset management principles for scoring and 
prioritizing all debt-funded projects

3. Should public review of the capital projects prioritization list be undertaken?
Recommendation: a rigorous public involvement process should be implemented that allows 

residents to provide input into the asset management ranking system and the project priorities list

4. How should general obligation bond fund elections be scheduled?
Recommendation: Conduct a single general obligation bond fund election

5. Should a policy to address failure at the ballot box be adopted?
Recommendation: Such a policy and criteria should be developed as a tool for decision making



Long-Term Bonding Strategy

• Elevate Denver Bond Program was 
approved by voters in 2017

• Close to a Billion Dollar 
Authorization for 500+ projects 
(deferred capital maintenance 
backlog of $789 million)

• The County and City of Denver 
received the 2018 GFOA Award for 
Excellence for exemplary use of 
GFOA’s Best Practice in 
Communicating Capital 
Improvement Strategies



Long-Term Bonding Strategy
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DEBT LEVY ANALYSIS: CURRENT AND POTENTIAL

Current Debt Levy Potential Debt Levy Hypothetical Fixed Levy Rate

$73,803,705 $52,914,672 $3,923,124 $24,025,390 $4,556,290 $4,816,105 $4,797,498 $5,017,836 $6,369,905 

$220,464,000 

$40,239,400 

$1.250 = 10 Year Levy Rate of of Potential New Debt Capacity
A vote in the year 
prior to FY 2024 
could request 
$220.5 million in 
exchange for 
keeping the Levy 
Rate flat at $1.25



Long-Term Bonding Strategy

However, a 
preliminary needs 
analysis indicates 
the City may need 
as much as 
$266.5 million in 
the 10-year 
period beginning 
FY 2024



Long-Term Bonding Strategy

If the City asks 
the voters for 
approval of a 
$266.5 million 
bonding plan it 
would require an 
increase of the 
Levy Rate by 
$0.20 to $1.45



Long-Term Bonding Strategy

ITEMS FOR DISCUSSION:

• Would the Finance Committee support a single 10-year 
general obligation request to voters?

• Would the Finance Committee prefer the strategy that 
voters’ tax levy remain flat at $1.25 ($220.5 million issue) 
or that it increase to $1.45 ($266.5 million issue)? 


