City of DeSoto
QUARTERLY INVESTMENT REPORT
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December 31, 2013

Prepared by
Valley View Consulting, L.L.C.
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information. The market values included in these reports were obtained by Valley View Consulting, L.L.C. from sources believed 1o be accursie and
represent proprietary valuation. Due 1o market fluctuations these levels are not necessarily reflective of current liquidation values. Yicld calculations
are not determined using standard performance formulas, are not representative of total retum yields and do not account for investment advisor fees.
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Strategy Summary:

The Federal Open Market Committee (FOMC) maintained the Fed Funds target range between 0.00% and 0.25% (actual Fed
Funds traded <10 bps). The FOMC continued Quantitative Easing (QE3), but announced the first tapering phase after their
December meeting ($75 billion per month down from $85 billion). The fixed income market anticipated the change resulting in
only modest yield curve adjustments. Domestic employment data remains erratic, with lingering concern over the U-6 and
participation rates. Revised third quarter GDP surged to 4.1% - a very positive sign. The US stock markets held strong.
Financial institution deposits and laddering targeted cash flows still provide the best interest earnings opportunity.

Quarter End Results by Investment Category:

December 31, 2013 September 30, 2013
Asset Type Ave. Yield Book Value Market Value Book Value Market Value
DDA 0.00% $ 500,000 $ 500,000 $ 500,000 $ 500,000
MMA/NOWY/Pools 0.18% 31,872,739 31,872,739 28,028,715 28,028,715
CDs/Securities 0.41% 18,052,642 18,052,642 17,038,686 17,038,686
Totals $ 50,425,381 $ 50,425,381 $ 45,567,401 $ 45,567,401
Average Yield (1) Fiscal Year-to-Date Average Yield (2)
Total Portfolio 0.26% Total Portfolio 0.26%
Rolling Three Mo. Treas. Yield 0.00% Rolling Three Mo. Treas. Yield 0.06%
Rolling Six Mo. Treas. Yield 0.00% Rolling Six Mo. Treas. Yield 0.08%
Quarterly TexPool Yield 0.04%

Quarterly Interest Income $ 25,759 Approximate
Year-to-date Interest Income $ 25,759 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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Detail of Investment Holdings
December 31, 2013

Coupon/ Maturity Settlement Book Market Market Life

Description Ratings Discount  Date Date Par Value Value Price Value (days) Yield
Wells Fargo DDA 0.00%  01/01/14 12/31/13 $ 500,000 $ 500,000 1 $ 500,000 1 0.00%
Wells Fargo MMA 0.25% 01/01/14 12/31/13 15,319,248 15,319,248 1 15,319,248 1 0.25%
Southside Bank MMA 0.19% 01/01/14 12/31/13 2,514,432 2,514,432 1 2,514,432 1 0.19%
Texas Class AAAm  0.10% 01/01/14 12/31/13 12,122,812 12,122,812 1 12,122,812 1 0.10%
TexPool AAAm  0.04% 01/01/14 12/31/13 1,916,247 1,916,247 1 1,916,247 1 0.04%
Comerica CD 0.27%  02/06/14 02/06/13 2,004,487 2,004,487 100 2,004,487 37 0.27%
Comerica CD 0.28%  03/07/14 03/07/13 2,004,654 2,004,654 100 2,004,654 66 0.28%
Comerica CD 0.29%  04/07/14 04/07/13 2,004,820 2,004,820 100 2,004,820 97 0.29%
Comerica CD 0.30% 05/07/14 05/07/13 2,004,986 2,004,986 100 2,004,986 127 0.30%
Comerica CD 0.64%  06/02/14 07/02/12 2,018,209 2,018,209 100 2,018,209 153 0.64%
Texas Security Bank CD 0.40% 06/21/14 06/21/13 1,002,006 1,002,006 100 1,002,006 172 0.40%
Texas Security Bank CD 0.48%  12/21/14 06/21/13 1,002,408 1,002,408 100 1,002,408 355 0.48%
Comerica CD 0.43% 03/16/15 06/14/13 3,006,473 3,006,473 100 3,006,473 440 0.43%
Texas Security Bank CD 0.55% 06/21/15 06/21/13 1,002,759 1,002,759 100 1,002,759 537 0.55%
Comerica CD 0.55%  10/22/15 10/22/13 2,001,839 2,001,839 100 2,001,839 660 0.55%

$ 50,425,381 $ 50,425,381 $ 50,425,381 93  0.26%

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

September 30, 2013

December 31, 2013

Coupon/ Maturity Purchases; Sales/Adjust,

Description Discount Date Par Value Book Value Adjustments Call/Maturity Par Value Book Value

Wells Fargo DDA 0.00% 01/01/14 $ 500,000 $ 500,000 $ - $ - % 500,000 $ 500,000
Wells Fargo MMA 0.25%  01/01/14 10,217,710 10,217,710 5,101,538 15,319,248 15,319,248
Southside Bank MMA 0.19% 01/01/14 4,013,132 4,013,132 - (1,498,700) 2,514,432 2,514,432
Texas Class 0.10% 01/01/14 12,119,921 12,119,921 2,891 12,122,812 12,122,812
TexPool 0.04% 01/01/14 1,677,951 1,677,951 238,296 1,916,247 1,916,247
Comerica CD 0.39%  10/22/13 1,003,585 1,003,585 (1,003,585) - -
Comerica CD 0.27%  02/06/14 2,003,139 2,003,139 1,349 2,004,487 2,004,487
Comerica CD 0.28%  03/07/14 2,003,255 2,003,255 1,399 2,004,654 2,004,654
Comerica CD 0.29%  04/07/14 2,003,371 2,003,371 1,449 2,004,820 2,004,820
Comerica CD 0.30%  05/07/14 2,003,488 2,003,488 1,499 2,004,986 2,004,986
Comerica CD 0.64%  06/02/14 2,014,992 2,014,992 3,217 2,018,209 2,018,209
Texas Security Bank CD 0.40% 06/21/14 1,001,008 1,001,008 998 1,002,006 1,002,006
Texas Security Bank CD 0.48% 12/21/14 1,001,210 1,001,210 1,198 1,002,408 1,002,408
Comerica CD 0.43%  03/16/15 3,003,253 3,003,253 3,221 3,006,473 3,006,473
Texas Security Bank CD 0.55%  06/21/15 1,001,386 1,001,386 1,373 1,002,759 1,002,759
Comerica CD 0.55%  10/22/15 2,001,839 2,001,839 2,001,839
TOTAL $ 45,567,401 $ 45,567,401 $ 7,360,266 $ (2,502,285) $ 50,425,381 $ 50,425,381

Market Value Comparison

September 30, 2013

Coupon/ Maturity
Description Discount Date Par Value Market Value
Wells Fargo DDA 0.00% 01/01/14 $ 500,000 $ 500,000
Wells Fargo MMA 0.25%  01/01/14 10,217,710 10,217,710
Southside Bank MMA 0.19% 01/01/14 4,013,132 4,013,132
Texas Class 0.10% 01/01/14 12,119,921 12,119,921
TexPool 0.04% 01/01/14 1,677,951 1,677,951
Comerica CD 0.39%  10/22/13 1,003,585 1,003,585
Comerica CD 0.27%  02/06/14 2,003,139 2,003,139
Comerica CD 0.28%  03/07/14 2,003,255 2,003,255
Comerica CD 0.29%  04/07/14 2,003,371 2,003,371
Comerica CD 0.30%  05/07/14 2,003,488 2,003,488
Comerica CD 0.64%  06/02/14 2,014,992 2,014,992
Texas Security Bank CC 0.40% 06/21/14 1,001,008 1,001,008
Texas Security Bank CC 0.48% 12/21/14 1,001,210 1,001,210
Comerica CD 0.43%  03/16/15 3,003,253 3,003,253
Texas Security Bank CLC 0.55%  06/21/15 1,001,386 1,001,386
Comerica CD 0.55%  10/22/15
TOTAL $ 45,567,401 $ 45,567,401

Valley View Consulting, L.L.C.

December 31, 2013

Qtr to Qtr

Change Par Value  Market Value
$ - $ 500,000 $ 500,000
5,101,538 15,319,248 15,319,248
(1,498,700) 2,514,432 2,514,432
2,891 12,122,812 12,122,812
238,296 1,916,247 1,916,247
(1,003,585) - -
1,349 2,004,487 2,004,487
1,399 2,004,654 2,004,654
1,449 2,004,820 2,004,820
1,499 2,004,986 2,004,986
3,217 2,018,209 2,018,209
998 1,002,006 1,002,006
1,198 1,002,408 1,002,408
3,221 3,006,473 3,006,473
1,373 1,002,759 1,002,759
2,001,839 2,001,839 2,001,839

$ 4,857,981 $ 50,425,381 $ 50,425,381
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Allocation
December 31, 2013

Book and Market Value

Concentration Fund

2006 Drainage Improvements

2007 Street Improvements
2008 Street Improvements
2009 Street Improvements
2009 Water CIP CO

2011A Heliport CO

2011B CO - Water CIP
2013 Water-Sewer CIP
Corner Theatre - 2011
DPDC Bonds

Health Facilities Corporation

Industrial Development Board

Investment Total

Totals

Southside Bank

Wells Fargo Texas Class

Wells Fargo

Comerica CD Comerica CD
2/6/14 3/7/14

TexPool

$ 39,669,865

50,386
369,532
305,382
3,316,859
1,650,574
50,274
1,011,293
3,807,641
151,096
8,033
13,081

21,365

500,000 $ 15,319,248 $ $ 5,419,871

$ 1,873,768 $ 2,004,487 $ 2,004,654

8,033
13,081

21,365

$ 50,425,381

500,000 $ 15,319,248 $ 2,514432 $ 12,122,812

$ 1916,247 $ 2,004,487 $ 2,004,654

Valley View Consulting, L.L.C.
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Allocation
December 31, 2013

ComericaCD ComericaCD ComericaCD Texas Security - Texas Security Comerica CD Texas Security Comerica CD
Book and Market Value 417114 5/7/14 6/2/14 Bank CD Bank CD 3/16/15 Bank CD 10/22/15
6/21/14 12/21/14 6/21/15

Concentration Fund $ 2,004,820 $ 2,004,986 $ 2,018,209 $ - % - $ 3,006,473 $ - $ 2,001,839
2006 Drainage Improvements

2007 Street Improvements

2008 Street Improvements

2009 Street Improvements

2009 Water CIP CO

2011A Heliport CO

2011B CO - Water CIP

2013 Water-Sewer CIP 1,002,006.49 1,002,408.02 1,002,759.43
Corner Theatre - 2011

DPDC Bonds

Health Facilities Corporation

Industrial Development Board

Investment Total $ 2004820 $ 2004986 $ 2,018,209 $ 1,002,006 $ 1,002,408 $ 3,006,473 $ 1,002,759 % 2,001,839

Valley View Consulting, L.L.C. Page 10.



Allocation
September 30, 2013

Book and Market Value

Concentration Fund

2006 Drainage Improvements
2007 Street Improvements
2008 Street Improvements
2009 Street Improvements
2009 Water CIP CO

2011A Heliport CO

2011B CO - Water CIP

2013 Water-Sewer CIP
Corner Theatre - 2011

DPDC Bonds

Health Facilities Corporation
Industrial Development Board

Investment Total

Totals Wells Fargo Wells Fargo Southside Bank Texas Class TexPool ComericaCD Comerica CD
DDA MMA MMA 10/22/13 2/6/14
$ 34,817,549 $ 500,000 $ 10,217,710 $ 3,010,702 $ 5,418,578 $1,635477 $ 1,003,585 $ 2,003,139
50,374 50,374
369,444 369,444
305,309 305,309
3,316,068 3,316,068
1,649,928 1,002,430 647,498
50,262 50,262
1,011,052 1,011,052
3,803,881 800,276
151,060 151,060
8,032 8,032
13,080 13,080
21,363 21,363
$ 45,567,401 % 500,000 $ 10,217,710 $ 4,013,132 $ 12,119,921 $1,677,951 $ 1,003,585 $ 2,003,139

Valley View Consulting, L.L.C.
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Allocation
September 30, 2013

ComericaCD ComericaCD ComericaCD Comerica CD Texas Security  Texas Security Comerica CD Texas Security
Book and Market Value 3/7/14 47114 5/7/14 6/2/14 Bank CD Bank CD 3/16/15 Bank CD
6/21/14 12/21/14 6/21/15

Concentration Fund $ 2003255 $ 2,003371 $ 2,003488 $ 2,014,992 $ -9 - % 3,003,253 $ -
2006 Drainage Improvements

2007 Street Improvements

2008 Street Improvements

2009 Street Improvements

2009 Water CIP CO

2011A Heliport CO

2011B CO - Water CIP

2013 Water-Sewer CIP 1,001,008.22 1,001,209.86 1,001,386.30
Corner Theatre - 2011

DPDC Bonds

Health Facilities Corporation

Industrial Development Board

Investment Total $ 2003255 $ 2003371 $ 20034838 $ 2014992 $ 1,001,008 $ 1,001,210 $ 3,003,253 $ 1,001,386

Valley View Consulting, L.L.C. Page 12.
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Market Outlook

January 10, 2014
The markets appear o be improving and boding for a much better 2014. Many of the unceriainties
surrounding the Federal budget, the unwinding of the Federal Open Markets Commitiee's (FOMC)
stimulus programs and the health care debate have been subsiding to allow the markets to focus more on
the core sirength underlying this recovery. Consumers appear o be in much better fiscal shape than they
have been for several years and are more confident in their future. In the best-case scenario, consumenrs
will spon begin to invest and spend, which will make the markel recovery much more robust. The one
glitch in an otherwise promising year-end was a weak Employment number for December.




the final Retail Sales numbers when they are reported during January for the Holiday season. Consumer
Sentiment and Consumer Confidence reports surged during December, showing that consumers are
becoming more comfortable with their financial condition and are more likely to spend. Purchasing
Managers in both the Manufacturing and Service sectors were slightly more pessimistic in December.
The Producer Price Index slipped 0.1% in November following a decline of 0.2% in October,

The Federal Open Markets Committee (FOMC) surprised the markets following their meeting in
December and reported thal they will begin the "tapering™ of their quantitative easing program (QE3) in
January. They are taking small sleps to unwind the program and the markets seemed to accep! the action
positively, The FOMC has been telegraphing their intention to taper for many months, but most of the
markels were expecling it to begin sometime in 2014 and that the taper would be more significant. The
Committee reported that they would reduce their monthly purchases of Treasury and Agency securiies
from $85 billion per month down to §75 billlon per month. This move showed the market that the FOMC
intends to slowly let up on the gas pedal to curtail their stimuli rather than hitting the brakes. The FOMC
also stated that they do not intend to raise the shori-term rate (Fed Funds rate) until the unemployment
rate falls “substantially below 6.5%" and the markets are interpreting this to mean that they will hold this
rate steady until 2015 or 2016. Raising the Fed Funds rate will be the last step that the FOMC will take to
exil their stimulus programs.

The Employment reports for December were disappoinling and a bit contradictory. December jobs
showed an increase of only 74,000 jobs, falling very short of the market expeclations for an additional
200,000 jobs. The November report, that
was already strong, was adjusted upwards Nontarm Payroils Monthly and Yearty Change
by 38,000 jobs (+241,000 from +203,000). T

October's report remained the same as
previously reported at +200,000. The
private sector only added 87,000 jobs
after rising by 226,000 jobs in November.
The government seclor lost 13,000 jobs
after adding 15,000 jobs in November.
Due to a sharp drop in the labor force, the
Unemployment Rate fell 1o 6.7% from
November's rate of 7.0%. Overall the
report has market forecaslers scratching
their heads and questioning the validity of
the data. Many of the other employment
relaled indices pointed to a very sirong
December. If the forecasters are correct, there may be another adjustment for the December report when
January results are reported.

Current Government Security Investment Pool rates fell back during December to +/- 0.032% as new
property tax monies began the pools.
These large inflows of um have 8 | o0 U5, Trensury Vield Curves
dilutive effect on rates that will likely continue |

for the next month or so. Cerlificale of | doo0 -

Deposit rates have also fallen as banks are
saturated with deposits and have dwindling | %%
coliateral positions to pledge. The one-year | g9 -
CD fell to a range of 0.14% to 0.16%. or
about 5 basis points lower than Movember | 0.000

with fewer banks responding back with offers 5%2 s E 3 g %
for active sclicitations, The yleld curve tE oW = w - =
conlinues to steepen for maturities beyond L I " ~ =
the 2-year maturity range, which could — 1A —law3 —— 123V

provide opportunities for higher Agency rates
in the future. Strategy for public funds should continue to favor CDs or other collateralized bank products
such as money market accounts.

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