


Summary

Quarter End Results by Investment Category:

Asset Type Ave. Yield
DDA 0.00%
MMA/NOW 0.41%
Pools 0.99%
CDs/Securities 1.14%
Totals
Average Yield (1)

Total Portfolio 0.67%

Rolling Three Mo. Treas. Yield 0.60%
Rolling Six Mo. Treas. Yield 0.64%

Quarterly Interest Income $
Year-to-date Interest Income $

March 31, 2017

December 31, 2016

Book Value Market Value Book Value Market Value
$ 500,000 $ 500,000 $ 500,000 $ 500,000
43,015,919 43,015,919 43,188,820 43,188,820
9,744,878 9,744,878 9,763,864 9,763,864
17,354,606 17,354,596 15,408,897 15,409,107
$ 70,615,403 $ 70,615,393 $ 68,861,581 $ 68,861,791
Fiscal Year-to-Date Average Yield (2)

Total Portfolio 0.59%

Rolling Three Mo. Treas. Yield 0.52%

Rolling Six Mo. Treas. Yield 0.57%

Quarterly TexPool Yield 0.54%

93,210 Approximate
177,080 Approximate

(1) Average Yield calculated using quarter end report yields and adjusted book values and does not reflect a total return analysis or account for advisory fees.

(2) Fiscal Year-to-Date Average Yields calculated using quarter end report yields and adjusted book values and does not reflect a total return analysis or account for

advisory fees.
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Economic Overview 3/31/2017

The Federal Open Market Committee (FOMC) raised the Fed Funds target range of 0.75% - 1.00% (actual Fed Funds are trading +/-90 bps). There are mixed anticipations for additional FOMC
actions this year. Some look for another rise as early as the June FOMC meeting. Final revision 4th Quarter 2016 GDP increased to 2.1%. US data reflects continuing modest to moderate
economic growth. The Stock Markets recorded new highs. Financial Institution deposits (MMAs and CDs) generally offer the best interest earnings opportunity.
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Investment Holdings
March 31, 2017

Coupon/ Maturity Settlement Book Market Market Life
Description Ratings Discount Date Date Par Value Value Price Value (days) Yield
Wells Fargo DDA 0.00%  04/01/17 03/31/17 $ 500,000 $ 500,000 1 $ 500,000 1 0.00%
Wells Fargo MMA 0.10%  04/01/17 03/31/17 27,314,039 27,314,039 1 27,314,039 1 0.10%
BTH Bank MMA 1.14% 04/01/17 03/31/17 245,235 245,235 1 245,235 1 1.14%
BTH Bank ICS 1.14% 04/01/17 03/31/17 1,748,035 1,748,035 1 1,748,035 1 1.14%
Southside Bank MMA 0.76%  04/01/17 03/31/17 8,706,787 8,706,787 1 8,706,787 1 0.76%
NexBank MMA 1.21% 04/01/17 03/31/17 5,001,823 5,001,823 1 5,001,823 1 1.21%
Texas Class AAAm  1.00% 04/01/17 03/31/17 9,586,378 9,586,378 1 9,586,378 1 1.00%
TexPool AAAmM  0.62%  04/01/17 03/31/17 158,499 158,499 1 158,499 1 0.62%
Univ of N. TX - Muni  Aa2 1.04%  04/15/17 10/21/15 250,000 250,000 100.00 249,990 15 1.04%
Inter National Bank CD 1.35% 05/08/17 05/08/14 1,039,001 1,039,001 100.00 1,039,001 38 1.35%
Comerica Bank CD 0.99%  06/13/17 03/13/15 1,020,017 1,020,017 100.00 1,020,017 74 0.99%
BTH Bank CDARS 0.86%  08/18/17 08/18/16 1,005,339 1,005,339 100.00 1,005,339 140 0.86%
Texas Security Bank CD 1.10%  08/25/17 08/25/15 1,000,000 1,000,000 100.00 1,000,000 147 1.10%
Independent Bank CD 0.85%  08/28/17 08/28/16 1,004,290 1,004,290 100.00 1,004,290 150 0.85%
Comerica Bank CD 1.13% 09/13/17 03/13/15 1,022,878 1,022,878 100.00 1,022,878 166 1.13%
Herring Bank CDARS 1.00%  11/09/17 11/10/16 1,003,879 1,003,879 100.00 1,003,879 223 1.00%
Texas Security Bank CD 1.15%  11/25/17 08/25/15 1,000,000 1,000,000 100.00 1,000,000 239 1.15%
Landmark Bank CD 0.94%  02/08/18 11/08/16 1,002,369 1,002,369 100.00 1,002,369 314 0.94%
LegacyTexas Bank CD 1.20%  03/15/18 03/15/17 100,000 100,000 100.00 100,000 349 1.20%
LegacyTexas Bank CD 1.25% 06/18/18 03/16/17 3,400,000 3,400,000 100.00 3,400,000 444 1.25%
Landmark Bank CD 1.03% 08/08/18 11/08/16 1,002,596 1,002,596 100.00 1,002,596 495 1.03%
LegacyTexas Bank CD 1.30% 09/17/18 03/15/17 750,000 750,000 100.00 750,000 535 1.30%
Herring Bank CDARS 1.14% 11/15/18 11/17/16 1,004,238 1,004,238 100.00 1,004,238 594 1.14%
LegacyTexas Bank CD 1.40% 12/17/18 03/15/17 750,000 750,000 100.00 750,000 626 1.40%
LegacyTexas Bank CD 1.45% 03/15/19 03/15/17 1,000,000 1,000,000 100.00 1,000,000 714 1.45%
$ 70,615,403 $ 70,615,403 $ 70,615,393 82 0.67%

1) (2)

(1) Weighted average life - For purposes of calculating weighted average life, bank accounts, pools and money market funds are assumed to have an one day maturity.

(2) Weighted average yield to maturity - The weighted average yield to maturity is based on adjusted book value, realized and unrealized gains/losses and investment advisory fees are
not considered. The yield for the reporting month is used for bank accounts, pools and money market funds.
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Portfolio Composition
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Book Value Comparison

December 31, 2016

March 31, 2017

Coupon/ Maturity Purchases/ Sales/Adjust/

Description Discount  Date Par Value Book Value Adjustments Call/Maturity Par Value Book Value
Wells Fargo DDA  0.00%  04/01/17 500,000 $ 500,000 $ - $ - 500,000 $ 500,000
Wells Fargo MMA  0.10%  04/01/17 32,509,494 32,509,494 (5,195,455) 27,314,039 27,314,039
BTH Bank MMA  1.14%  04/01/17 245,218 245,218 17 245,235 245,235
BTH Bank ICS  1.14%  04/01/17 1,742,623 1,742,623 5,412 1,748,035 1,748,035
Southside Bank MMA  0.76%  04/01/17 8,691,485 8,691,485 15,302 8,706,787 8,706,787
NexBank MMA  1.21%  04/01/17 - - 5,001,823 5,001,823 5,001,823
Texas Class 1.00%  04/01/17 9,627,433 9,627,433 (41,055) 9,586,378 9,586,378
TexPool 0.62%  04/01/17 136,430 136,430 22,069 158,499 158,499

Inter National Bank CD  1.05%  02/08/17 2,055,091 2,055,091 (2,055,091) - -

Southside Bank CD  0.58%  02/27/17 1,007,299 1,007,299 (1,007,299) - -

Comerica Bank CD 0.86%  03/13/17 1,015,212 1,015,212 (1,015,212) - -
Univ of N. TX - Muni  1.04%  04/15/17 250,000 250,000 250,000 250,000
Inter National Bank CD  1.35%  05/08/17 1,035,550 1,035,550 3,451 1,039,001 1,039,001
ComericaBank CD 0.99%  06/13/17 1,017,531 1,017,531 2,486 1,020,017 1,020,017
BTH Bank CDARS 0.86%  08/18/17 1,003,210 1,003,210 2,130 1,005,339 1,005,339
Texas Security Bank CD  1.10%  08/25/17 1,000,000 1,000,000 1,000,000 1,000,000
Independent Bank CD 0.85%  08/28/17 1,002,142 1,002,142 2,147 1,004,290 1,004,290
ComericaBank CD  1.13%  09/13/17 1,020,033 1,020,033 2,845 1,022,878 1,022,878
Herring Bank CDARS  1.00%  11/09/17 1,001,419 1,001,419 2,460 1,003,879 1,003,879
Texas Security Bank CD  1.15%  11/25/17 1,000,000 1,000,000 1,000,000 1,000,000
Landmark Bank CD  0.94%  02/08/18 1,000,000 1,000,000 2,369 1,002,369 1,002,369
LegacyTexas Bank CD 1.20%  03/15/18 - - 100,000 100,000 100,000
LegacyTexas Bank CD 1.25%  06/18/18 - - 3,400,000 3,400,000 3,400,000
Landmark Bank CD  1.03%  08/08/18 1,000,000 1,000,000 2,596 1,002,596 1,002,596
LegacyTexas Bank CD 1.30%  09/17/18 - - 750,000 750,000 750,000
Herring Bank CDARS  1.14%  11/15/18 1,001,411 1,001,411 2,827 1,004,238 1,004,238
LegacyTexas Bank CD 1.40%  12/17/18 - - 750,000 750,000 750,000
LegacyTexas Bank CD 1.45%  03/15/19 - - 1,000,000 1,000,000 1,000,000

TOTAL

$ 68,861,581 $ 68,861,581

$11,067,934 $ (9,314,112) $ 70,615,403 $ 70,615,403

Valley View Consulting, L.L.C.
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Market Value Comparison

December 31, 2016

Coupon/ Maturity

Description Discount  Date Par Value Market Value

Wells Fargo DDA  0.00%  04/01/17 500,000 $ 500,000

Wells Fargo MMA  0.10%  04/01/17 32,509,494 32,509,494

BTH Bank MMA  1.14%  04/01/17 245,218 245,218

BTH Bank ICS 1.14%  04/01/17 1,742,623 1,742,623

Southside Bank MMA  0.76%  04/01/17 8,691,485 8,691,485
NexBank MMA  1.21%  04/01/17 - -

Texas Class 1.00%  04/01/17 9,627,433 9,627,433

TexPool 0.62%  04/01/17 136,430 136,430

Inter National Bank CD  1.05%  02/08/17 2,055,091 2,055,091

Southside Bank CD  0.58%  02/27/17 1,007,299 1,007,299

Comerica Bank CD  0.86%  03/13/17 1,015,212 1,015,212

Univ of N. TX- Muni  1.04%  04/15/17 250,000 250,210

Inter National Bank CD  1.35%  05/08/17 1,035,550 1,035,550

Comerica Bank CD  0.99%  06/13/17 1,017,531 1,017,531

BTH Bank CDARS 0.86%  08/18/17 1,003,210 1,003,210

Texas Security Bank CD  1.10%  08/25/17 1,000,000 1,000,000

Independent Bank CD  0.85%  08/28/17 1,002,142 1,002,142

Comerica Bank CD  1.13%  09/13/17 1,020,033 1,020,033

Herring Bank CDARS  1.00%  11/09/17 1,001,419 1,001,419

Texas Security Bank CD  1.15%  11/25/17 1,000,000 1,000,000

Landmark Bank CD 0.94%  02/08/18 1,000,000 1,000,000
LegacyTexas Bank CD 1.20%  03/15/18 — -
LegacyTexas Bank CD 1.25%  06/18/18 — -

Landmark Bank CD 1.03%  08/08/18 1,000,000 1,000,000
LegacyTexas Bank CD 1.30%  09/17/18 — —

Herring Bank CDARS  1.14%  11/15/18 1,001,411 1,001,411
LegacyTexas Bank CD 1.40%  12/17/18 - —
LegacyTexas Bank CD  1.45%  03/15/19 - -

TOTAL

March 31, 2017

$ 68,861,581 $ 68,861,791

Qtr to Qtr
Change Par Value  Market Value
$ - 500,000 $ 500,000
(5,195,455) 27,314,039 27,314,039
17 245,235 245,235
5,412 1,748,035 1,748,035
15,302 8,706,787 8,706,787
5,001,823 5,001,823 5,001,823
(41,055) 9,586,378 9,586,378
22,069 158,499 158,499
(2,055,091) - -
(1,007,299) - -
(1,015,212) - -
(220) 250,000 249,990
3,451 1,039,001 1,039,001
2,486 1,020,017 1,020,017
2,130 1,005,339 1,005,339
1,000,000 1,000,000
2,147 1,004,290 1,004,290
2,845 1,022,878 1,022,878
2,460 1,003,879 1,003,879
1,000,000 1,000,000
2,369 1,002,369 1,002,369
100,000 100,000 100,000
3,400,000 3,400,000 3,400,000
2,596 1,002,596 1,002,596
750,000 750,000 750,000
2,827 1,004,238 1,004,238
750,000 750,000 750,000
1,000,000 1,000,000 1,000,000

Valley View Consulting, L.L.C.
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Fund Allocation - Book Value

March 31, 2017

Health Housing Industrial
Concentration Capital Facilities Finance Development
Maturity Total Fund Projects Corporation Corporation Authority
Wells Fargo DDA $ 500,000 $ 500,000 $ - $ - $ - $ -
Wells Fargo MMA 27,314,039 27,314,039
BTH Bank MMA 245,235 245,235
BTH Bank ICS 1,748,035 1,748,035
Southside Bank MMA 8,706,787 7,692,893 1,013,894
NexBank MMA 5,001,823 5,001,823
Texas Class 9,586,378 33,802 9,552,576
TexPool 158,499 115,760 8,082 13,161 21,496
Univ of N. TX - Muni  04/15/17 250,000 250,000
Inter National Bank CD  05/08/17 1,039,001 1,039,001
Comerica Bank CD  06/13/17 1,020,017 1,020,017
BTH Bank CDARS 08/18/17 1,005,339 1,005,339
Texas Security Bank CD  08/25/17 1,000,000 1,000,000
Independent Bank CD  08/28/17 1,004,290 1,004,290
Comerica Bank CD  09/13/17 1,022,878 920,590 102,288
Herring Bank CDARS  11/09/17 1,003,879 1,003,879
Texas Security Bank CD  11/25/17 1,000,000 1,000,000
Landmark Bank CD 02/08/18 1,002,369 1,002,369
LegacyTexas Bank CD 03/15/18 100,000 100,000
LegacyTexas Bank CD 06/18/18 3,400,000 3,400,000
Landmark Bank CD  08/08/18 1,002,596 1,002,596
LegacyTexas Bank CD 09/17/18 750,000 750,000
Herring Bank CDARS 11/15/18 1,004,238 1,004,238
LegacyTexas Bank CD 12/17/18 750,000 750,000
LegacyTexas Bank CD 03/15/19 1,000,000 1,000,000
Total $ 70615403 $ 59,903,906 $ 10,574,552 $ 13,161 $ 102,288 $ 21,496
Page 7.
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Fund Allocation - Market Value
March 31, 2017

Health Housing Industrial
Concentration Capital Facilities Finance Development
Maturity Total Fund Projects Corporation Corporation Authority
Wells Fargo DDA $ 500,000 $ 500,000 $ - $ - $ - $ -
Wells Fargo MMA 27,314,039 27,314,039
BTH Bank MMA 245,235 245,235
BTH Bank ICS 1,748,035 1,748,035
Southside Bank MMA 8,706,787 7,692,893 1,013,894
NexBank MMA 5,001,823 5,001,823
Texas Class 9,586,378 33,802 9,552,576
TexPool 158,499 115,760 8,082 13,161 21,496
Univ of N. TX - Muni  04/15/17 249,990 249,990
Inter National Bank CD  05/08/17 1,039,001 1,039,001
Comerica Bank CD 06/13/17 1,020,017 1,020,017
BTH Bank CDARS 08/18/17 1,005,339 1,005,339
Texas Security Bank CD  08/25/17 1,000,000 1,000,000
Independent Bank CD  08/28/17 1,004,290 1,004,290
Comerica Bank CD  09/13/17 1,022,878 920,590 102,288
Herring Bank CDARS  11/09/17 1,003,879 1,003,879
Texas Security Bank CD  11/25/17 1,000,000 1,000,000
Landmark Bank CD 02/08/18 1,002,369 1,002,369
LegacyTexas Bank CD 03/15/18 100,000 100,000
LegacyTexas Bank CD 06/18/18 3,400,000 3,400,000
Landmark Bank CD 08/08/18 1,002,596 1,002,596
LegacyTexas Bank CD 09/17/18 750,000 750,000
Herring Bank CDARS 11/15/18 1,004,238 1,004,238
LegacyTexas Bank CD 12/17/18 750,000 750,000
LegacyTexas Bank CD 03/15/19 1,000,000 1,000,000
Total $ 70615393 $ 59,903,896 $ 10,574,552 $ 13,161 $ 102,288 $ 21,496
Page 8.
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Fund Allocation - Book Value

December 31, 2016

Health Housing Industrial
Concentration Capital Facilities Finance Development
Maturity Total Fund Projects Corporation Corporation Authority
Wells Fargo DDA $ 500,000 $ 500,000 $ - % - % - $ -
Wells Fargo MMA 32,509,494 32,509,494
BTH Bank MMA 245,218 245,218
BTH Bank ICS 1,742,623 1,742,623
Southside Bank MMA 8,691,485 7,679,373 1,012,112
Texas Class 9,627,433 97,767 9,529,666
TexPool 136,430 93,752 8,071 13,142 21,466
Inter National Bank CD 02/08/17 2,055,091 2,055,091
Southside Bank CD  02/27/17 1,007,299 1,007,299
Comerica Bank CD  03/13/17 1,015,212 1,015,212
Univ of N. TX - Muni  04/15/17 250,000 250,000
Inter National Bank CD  05/08/17 1,035,550 1,035,550
Comerica Bank CD  06/13/17 1,017,531 1,017,531
BTH Bank CDARS 08/18/17 1,003,210 1,003,210
Texas Security Bank CD  08/25/17 1,000,000 1,000,000
Independent Bank CD  08/28/17 1,002,142 1,002,142
Comerica Bank CD  09/13/17 1,020,033 918,030 102,003
Herring Bank CDARS  11/09/17 1,001,419 1,001,419
Texas Security Bank CD  11/25/17 1,000,000 1,000,000
Landmark Bank CD 02/08/18 1,000,000 1,000,000
Landmark Bank CD 08/08/18 1,000,000 1,000,000
Herring Bank CDARS 11/15/18 1,001,411 1,001,411
Total $ 68,861,581 $ 58,175,120 $ 10,549,849 $ 13,142 $ 102,003 $ 21,466
Page 9.

Valley View Consulting, L.L.C.



Fund Allocation - Market Value

December 31, 2016

Health Housing Industrial
Concentration Capital Facilities Finance Development
Maturity Total Fund Projects Corporation Corporation Authority
Wells Fargo DDA $ 500,000 $ 500,000 $ - $ - $ - $ -
Wells Fargo MMA 32,509,494 32,509,494
BTH Bank MMA 245,218 245,218
BTH Bank ICS 1,742,623 1,742,623
Southside Bank MMA 8,691,485 7,679,373 1,012,112
Texas Class 9,627,433 97,767 9,529,666
TexPool 136,430 93,752 8,071 13,142 21,466
Inter National Bank CD  02/08/17 2,055,091 2,055,091
Southside Bank CD 02/27/17 1,007,299 1,007,299
Comerica Bank CD  03/13/17 1,015,212 1,015,212
Univ of N. TX - Muni  04/15/17 250,210 250,210
Inter National Bank CD  05/08/17 1,035,550 1,035,550
Comerica Bank CD  06/13/17 1,017,531 1,017,531
BTH Bank CDARS 08/18/17 1,003,210 1,003,210
Texas Security Bank CD  08/25/17 1,000,000 1,000,000
Independent Bank CD  08/28/17 1,002,142 1,002,142
Comerica Bank CD  09/13/17 1,020,033 918,030 102,003
Herring Bank CDARS  11/09/17 1,001,419 1,001,419
Texas Security Bank CD  11/25/17 1,000,000 1,000,000
Landmark Bank CD 02/08/18 1,000,000 1,000,000
Landmark Bank CD 08/08/18 1,000,000 1,000,000
Herring Bank CDARS 11/15/18 1,001,411 1,001,411
Total $ 68,861,791 $ 58,175,330 $10,549,849 $ 13,142 $ 102,003 $ 21,466
Page 10.
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Market Outlook
April 7, 2017

The Federal Open Market Committee QFOMC) raised the Fed Funds Rate as expected following
adjournment of their meeting on March 15 " The tone of the announcement, however was not as hawkish
as the market had anticipated, as the Committee fell back to their standard phrasing that any subsequent
changes to the rate would be moderate and measured. Although the Chair Janet Yellen, in her press
conference, hinted that more hikes might be occurring this year, the market lost some steam after the
announcement. The markets continue to focus on the lack of clarity regarding Legislative/Administrative
policy in Washington D.C. and market momentum has languished over the last couple of weeks. The
Employment report this morning was much weaker than the market had anticipated and followed on the
heels of the unanticipated missile strike on Syria that was executed by the U.S. As a result of the latter two
events, the markets are volatile and will likely take a few days to settle down (depending upon events
resulting from the missile strike).

The Employment report for
Nonfarm Payrolls: Monthly and Yearly Change March was a disappointing
400 memm Monthly ——Yearly% T 2.4% surprise with the addition of
250 only 98,000 new jobs (the
2 l/\’ T 22% market was expecting
3 » \/\/ 2oy 8| *180.000). The February
® 290 |~ 3 B T7" & report was revised lower to
g 00 4 LW \/\/ | - §. +219,000 from the previously
£ . - reported  +235,000. The
& 150 116% & January report was revised
3 100 = lower to +216,000 from the
7 | | L 1.4% previously reported +238,000.
) I That is a net revision of minus
0 P e 1.2% 38,000. The three-month

-t -+ -+ -+ w w w w [(=] w [(=) [(=) -
T ¥z T - oT T T O-oT ZoToOC average after all the revisions
= 2 2 &8 2 3 2 8 2 3 2 & 2 currently stands at +178,000
per month (much below the
+203,000 per month following

the previous report). The
growth touched most sectors moderately, however the Retail sector experienced a loss of 30,000 jobs after
losing 28,000 jobs in February. The weakness in the Retail sector continues to reflect the transition of the
consumer to internet shopping. The private sector added 89,000 new jobs during March and the
government sector added 9,000. The current Labor Participation Rate, a measure of the percentage of
eligible workers that hold jobs, remained at 63%. The Unemployment Rate fell to 4.5% from February’s
4.7%. The U6 rate (or the under-employed rate — those that are either over qualified for their job or working
fewer hours than they desire) fell to 8.9% from February’s 9.2% (the lowest level since December 2007).
Average Hourly Earnings (AHE) rose 0.2% in March after rising 0.3% in February. Year-over-year, the AHE
is at +2.7%, down from 2.8% in February. Of note, economists typically see an AHE annual reading of
+3.0% as the point where inflationary forces begin to increase. FOMC Chair Janet Yellen cites the goal of
raising the Earnings Rate component of the Employment report as a priority.

The housing sector was mixed during the month. Existing Home Sales fell 3.7% in February after rising
3.3% in January. Compared to last year, unit sales were 5.4% higher. Prices are 7.7% higher than last year.
Supply rose to 3.8 months from 3.5 months in January and remains below the healthy balance of 6 months.
The days on the market for the average home dropped to 45 days as compared to 59 days last year. New
Home Sales rose by 6.1% in February following a rise of 3.7% in January. Prices fell 3.9% in February and
are 4.9% lower than last year. Builders seem to be offering concessions to sell homes, but when surveyed
remain optimistic because of the level of foot traffic and follow through from prospective buyers. Supply of
new homes is at 5.4 months, slightly lower than January’s 5.6 months. The S&P Case Shiller report of home
prices in the 20 metropolitan areas indicated that prices rose 0.9% in January which is the third month in a



row of 0.9 rises. The Federal Housing Finance Agency (FHFA), the entity that analyzes all domestic home
prices, showed no change in January after rising 0.4% in December. The Housing Starts report rose 3.0%
in February after falling 2.6% during January. Permits fell 6.0% in February after rising 4.6% in January.
Construction Spending rose 0.8% in February after falling 0.4% in January. Weakness in non-residential
and government construction projects pulled down a solid residential report.

The production and manufacturing sector headlines were tempered this month and airplane
orders/production continue to impact the results. The final report of Gross Domestic Product (GDP) for the
fourth quarter came in at +2.1% which was better than the +1.9 in the advance report for the quarter but
still below the 3.5% experience in the third quarter. Business inventories rose 0.3% in January after rising
0.4% in December. Sales rose 0.2%, leaving the inventory-to-sales ratio at 1.35%. The report mentioned a
heavy inventory build in the auto sector, which could be troublesome. Durable Goods Orders rose 1.7% in
February after a rising 2.3% in January, but when factoring out aircraft orders, the February result was only
up 0.4%. Year-over-year durable goods are up 5.0%. Purchasing managers’ expectations for both the
manufacturing and service sectors, as reported by the Purchasing Managers Index and the Institute for
Supply Management, seem to be losing steam. The Producer Price Index (PPI) was up 0.3% in February
after rising 0.6% in January. The Consumer Price Index (CPI) rose 0.1% in February after having reported
a 0.6% rise in January. Year-over-year CPl is +2.7%. Core CPI, or the results after food and energy
numbers are excluded (due to price volatility), posted a +0.2% monthly increase and a +2.2% year-over-
year improvement.

On the consumption front, the Retail Sales number rose 0.1% in February after rising 0.6% in January.
Factoring out autos and gas, February gained 0.2% as compared to the rise of 1.1% in January. Averaging
the two months shows a solid sales gain. Consumers’ attitudes as measured by the Consumer Confidence
and Consumer Sentiment reports both improved during March. One concern for the outlook is the buildup
of auto inventories, which had been experiencing brisk sales until recently.

The FOMC met on March 14" and 15™ and announced a 25 basis-point upward adjustment to the Fed
Funds rate range. It is now at 0.75% to 1.00%. The announcement and subsequent press conference
proved disappointing to the market that had expected the message to be more hawkish (following the
release of the February minutes, which appeared to signal a more aggressive strategy). The one unique
signal in the release was that it mentioned the Fed'’s balance sheet and the ultimate dispensation of their
holdings of Treasury and Agency positions that were purchased as part of the stimulus program. It appears
that they are getting closer to normalizing their holdings, but stated that such a move would be “gradual
and predictable”.

Government Security Investment Pool
rates increased in March, averaging in
the +/-0.68% to +/-0.73% range 3.000
compared to +/-0.55% to +/-0.61%
range in February. After closing
February with a rate of 0.88%, the 1- 2,000
year Treasury closed March at 1.03%.

The two-year Treasury closed March at 1.500 /
1.27%, or five basis-points higher than
the February close at 1.22%. The 1.000 A
current 2-year yield rose to 1.29% after
release of the Employment Report. 0.500

U.S. Treasury Yield Curves
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Certificate of Deposit rates rose during \/

March with the 2-year between 1.35% 0.000

and 1.55%. One notable change in the OO & & &
CD market was the declining number of ooy ? * »
banks offering rates. Whether this is —3/3116  —2/28/17  —3/31/17

evidence of decreasing deposit
capacity or a pause in their market activities remains to be seen. We continue to encourage customers to
keep funds invested and laddered to take advantage of the uptick in rates.

Disclaimer: This material, based on data believed to be reliable, but not independently verified, is not intended to constitute an
offer, solicitation or recommendation regarding any securities transaction or a guarantee of market conditions and is for
informational purposes only. For use by the intended recipient only.





