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duration and average life on Floating Rate notes to their reset date, not their stated final maturity. 
This is standard for all funds. 

Mr. Nava asked about the availability of a list of pool participants that pull money from
 
the fund to put their money somewhere else.. Mr. Tovstein stated that this is confidential
 
informatIOn, but went on to say that to his knowledge there have been no withdrawals from the
 
fund, based upon earnings rate. The pool does not have any 'hot" money and the 20%
 
withdrawal rules discourages this type of withdrawal. Mr. Tovstein interjected that each month
 
he reviews the previous months cash flow report vs. actuals to determine it's accuracy. Mr.
 
Buffington reminded everyone that the investment policy states that either he, or Mr. Tovstein
 
has to sign off on any withdrawals that exceed the 20% per month withdrawal rule.
 

Mr. Tovstein expressed his concern over the affect of Mr. Greenspan's retirement in 
January, and who was going to replace him. He believes President Bush will appoint Ben 
Bemanke as the next Federal Reserve Bank chairman. He stated there is a tremendous amount of 
cash in the market, and that is indicated by the low overnight REPO rates recently, which have 
been about 3.50% lately. Mr. Tovstein stated that he is doing more JP Morgan, Wells and 
Morgan Stanley CP plus agency discount notes, which are yielding 20-25 basis points higher 
than REPO. Mr. Tovstein closed by saying that the Fitch rating agency has once again given the 
county pool it's highest rating available. 

Ms. Mahony introduced Dr. Peter Struck from Washington Mutual. 

ECONOMIC REPORT AND IVESTMENTOUTLOOK 
Dr. Struck began by stating the focus of his report is the Hurricanes in the Gulf Coast and the 
retirement of Alan Greenspan in January. His handout for his presentation was titled, "What's 
Next For The Economy"? 

Overview: 
>- GDP (Gross Domestic Product) sum of activity of U.S. economy is about 3-31/2 %. 
> Greenspan trying to keep economy rolling 31/2-4% to improve economy 

Economic Scorecard: 
Consumer: 

>- Sales and consumer confidence is up. Troublesome credit burden due to housing prices. 
Business: 

>- Plenty of capacity, good earnings, improving profits 
> A lot of businesses still being moved overseas due to cost effectiveness. 

Government: 
>- 300 billion deficit last year, and a 400 billion dollar deficit this year, due to military 

activity overseas and effect of the hurricanes in the south. 
Export/Import: 

>- In Japan and Europe we are starting to see an improvement in their economy, and as a 
result of this, the foreign stock exchanges are doing better than the U.S. 

Comfort Index: 
>- Add together unemployment and inflation rate to see how economy is doing. 
>- Not a lot of volatility in the index over the last 4-5 years 
> In 2005 the unemployment rate is 5% and the inflation rate is 2%. 
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~ One dollar in 1915 is worth about a nickel today thus U.S. savers have to invest to stay
 
even.
 

Housing Market:
 
~ Alan Greenspan is concerned about the market and wants to make sure there is no
 

recession environment in the overall economy. 
~ Housing has contributed 5% to GDP growth. 
~ Realtors forecast rise of 12.5% in median home price for '05. CA housing affordability 

index stands at 14%. (Aug.)-Iowest level since 1989. 
~ NAR forecast a slight decline in '05 and '06 home sales. 

Federal Funds vs. lO-year Treasury 
~ Federal Reserve bank adamant to tighten financial conditions- started raising rates in 

JunelO4 (lowest ever in 47 yr. History), and likely to continue to raise rates. 
~ The consensus view is for federal funds to be at 4.5% by 3/31/06. 

Interest Rates: 
~ Mortgage applications have flattened out a bit for home purchase activity. Peak was late 

summer/early fall. 
~ Huge percentage of new home buyers take out differed loans to get into property-will be 

making an amortization payment 3-5 yrs down the road. 
~ New home sales off 10% in Aug. 

Consensus Economic Forecast through 2006: 
~	 GDP-stay in the same range (3.30%); CPI -2.8%; Unemployment rate: 4.9%; Federal 

Funds-continue to increase to around 4.3%; 10 yr. treasury note-moving higher to around 
4.75%. 

Mr. Struck closed by giving an overview of some of the markets to watch. He simply stated that 
we can expect much of the same, with concerns being on higher interest rates and inflation. 

A discussion ensued regarding the housing prices in general There was a consensus that 
the cost of owning a home and renting is dramatically different than in the past. 

MINUTES OF APRIL 18, 2005 AND JDLY 25, 2005 MEETINGS 
The minutes of these two meeting were approved and submitted. 

DATE OF NEXT MEETING 
The next meeting will be held Monday, January 23, 2005 at 12:00 p.m. 

ADJOURNMENT 
There being no further business or questions, the meeting was adjourned at 1:20 p.m. 
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