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Three Types of Risk Public Funds Can Take
Once Liquidity Is Established, Safety Decisions Define Income Strategy

Liquidity Secured

INTEREST RATE RISK
GASB 31 introduces market value volatility into budgets

More market risk = more income for budget
Most politically sensitive—and largest driver of income

REINVESTMENT RISK
Occurs when bonds mature or are called early

Callables can enhance income while keeping duration shorter
Income depends on future market rates when bonds mature or are called

CREDIT RISK
State code sets minimum credit at A or better

Managed through diversification and concentration limits
Downgrades create headlines, not automatic sales

Duration, reinvestment risk, and credit risk define the trade-off between safety and income.











Summary

How we built the Suitability Benchmark

• Step 1 — Liquidity Index: targets + investable liquidity after targets

• Step 2 — Duration Index: intentional interest-rate posture

• Step 3 — Credit Index: portfolio-level posture + diversification discipline

• Step 4 — Market Rate of Return Index: income context (not a performance contest)

What we clarified

• Measurement ≠ Evaluation

• Fiduciary obligation ≠ Stewardship

• Index ≠ Benchmark

What this delivers

• Built from investment policy objectives—not market 
indices

• Proof of safeguarding, liquidity readiness, and 
reasonable book yield

• Clarity for boards, auditors, and the public

Stewardship is evaluated through suitability—so the benchmark must come from investment policy objectives.



Flipping the Dynamic
A Suitability Benchmark changes the PM’s role from reactive defense to proactive stewardship—making purpose 

and performance visible.

FROM TO

→

Invisible stewardship Visible stewardship
Good work is recognized before anything goes wrong.

Reactive answers Proactive confirmation
You answer questions before they are asked.

Market-noise narratives Mission-proof narratives
Policy objectives drive the story, not headlines.

Scrutiny-driven trust Transparency-driven trust

Happiness = purpose + proof + recognition—because stewardship is visible.
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DISCLOSURE

• Hilltop Securities Inc. (HTS) prepares this material for Institutional Investors only. This material may change without notice, and it 
does not constitute a research report, solicitation, nor financial or legal advice from HTS. HTS does not verify the accuracy of this 
material. All information contained herein is obtained by HTS from sources believed by it to be accurate and reliable. Information 
and analysis, if any, are provided “as is” without warranty of any kind, and HTS makes no representation or warranty, express or
implied, as to the accuracy, timeliness, completeness, merchantability or fitness for any particular purpose of any such information 
or analysis. HTS, its affiliates, officers, directors, shareholders, associates, and their family members may invest in noted securities. 
HTS may trade these securities as principal or agent and may perform or seek to perform a range of underwriting and financial
services for issuers noted. Securities' prices and availability are subject to change. Redistribution/reproduction of this material 
beyond institutional investors is prohibited. Hilltop Securities is a member of NYSE, FINRA, and SIPC and is located at 717 N. 
Harwood St., Suite 3400 Dallas, TX 75201 (214) 953-4000. See additional disclosures at: http://www.hilltopsecurities.com/hilltop-
securities-inc-disclosures/. For more information, contact Hilltop Securities. 

http://www.hilltopsecurities.com/hilltop-securities-inc-disclosures/
http://www.hilltopsecurities.com/hilltop-securities-inc-disclosures/


BEN FINKELSTEIN, CFA
Managing Director
Hilltop Securities Inc.

Fundamentals of Public Funds Investing | January 29, 2026

QUESTIONS?

  


	Pre-show & Transition Slides.pdf
	2026 Fundamentals of Public Funds Investing
	WI-FI
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	SESSION ONE
	Session 1 QUESTIONS?
	SESSION TWO
	Session 2 QUESTIONS?
	SESSION THREE
	Session 3 QUESTIONS?
	SESSION FOUR
	Session 4 QUESTIONS?
	SESSION FIVE
	Session 5 QUESTIONS?
	SESSION SIX
	Session 6 QUESTIONS?
	SESSION SEVEN
	Session 7 QUESTIONS?
	2026 Fundamentals of Public Funds Investing
	Slide Number 24
	Slide Number 25
	Slide Number 26
	Slide Number 27
	Slide Number 28
	SESSION ONE
	Session 1 Questions
	SESSION TWO
	Session 2 Questions
	SESSION THREE
	Session 3 Questions
	SESSION FOUR
	Session 4 Questions
	SESSION FIVE
	Session 5 Questions

	2.2 Final.pdf
	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Disclosure




