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Presentation Notes
First PartStart with some theory on liquidity management and cash forecastingSpeak to the cash model we’ve developed and our experiences How model has evolved to better tool Finish with:Overview of various investment options in the short-term space used to manage liquidityElectronic trading and platforms 



ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY

CA Government Code 53600.5

Objectives 
When investing, reinvesting, purchasing, acquiring, 
exchanging, selling, or managing public funds, the 
primary objective of a trustee shall be to safeguard 
the principal of the funds under its control. The 
secondary objective shall be to meet the liquidity 
needs of the depositor. The third objective shall be to 
achieve a return on the funds under its control.
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Presenter
Presentation Notes
Safety of principal – credit riskCode speaks to credit risk through minimum acceptable credit ratings on permissible investmentsReally no guidance concerning Liquidity risk – unexpected cash outflowRising interest rate environmentExamples of not having sufficient liquidityCash forecasting can help



ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY

The Importance of a Cash Forecast

 Primary Objectives:

• Liquidity Management – having sufficient cash available to meet cash 
outflows. Matching an investment maturity to a known future cash 
disbursement immunizes the cash flow and reduces the liquidity risk in the 
portfolio. Theoretically, if all cash disbursements are matched to a portfolio 
security maturity, liquidity risk is mitigated. 

• Managing Costs – cash forecasting can help minimize excess bank balances 
and increase portfolio returns. Idle cash creates cash drag on an investment 
portfolio. The impact of cash drag is not readily visible and can be difficult 
to quantify.

Higher degree of portfolio cashflow certainty can translate into longer 
portfolio average maturity and portfolio durations.
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Presenter
Presentation Notes
Having cash available to meet cash outflowsImportance of establishing a target balance that offsets bank fees  given a ECAEstablish a high yield bank account as an alternative  for when expected cash flows occurGoal is to eliminate cash drag
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Cash Flow Due Diligence Goes a Long Way

 When it comes to evaluating liquidity requirements, there 
are varying schools of thought on how to accomplish it. 
However in reality, we only have two choices: look back or 
look forward!

 Historical Cash Flow / Portfolio Value (proxy) Analysis
 Gather several years of historical cash flows and look at multiple scenarios 

that give transparency into what has happened previously. The goal is to solve 
what liquidity profile would have sustained you during the timeframe in 
question and evaluate its usefulness for the future (History doesn’t repeat itself
but it sure does rhyme).

 Projected Cash Flow / Immunization Analysis
 Gather information from internal and external participants as to projected 

cash flow needs and match portfolio assets to major liabilities. This optimizes 
the amount of liquidity necessary to meet obligations during the normal cyclical 
fluctuations of cash flow an entity experiences.
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Presentation Notes
Two ways of evaluating a portfolio’s liquidity requirements: Historical Cash Flows/ Portfolio Value Analysis (Book not Market) Must use knowledge and judgement because history doesn’t repeat itselfProjected Cash Flow/Immunization Analysis – gathering information for all pool participantsWe used both at the City & County  



ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY
CCSF Developing a Cash Forecast – A Dynamic 
Process

 Gather information on future cash disbursements and cash 
receipts from the pool participants 

 Examine historical data to identify seasonality/trends

 Use statistical extrapolation to predict a pattern of future 
cash flows (i.e. Moving Average, Exponential Smoothing)

 Create a model incorporating all cash disbursement, cash 
receipt, and portfolio information

 Update model as new information becomes available
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Presentation Notes
13 major pool participants – collect debt service schedule and capital project plans, 200 Bank accountsShare differences in data collection – ACH vs wireCommunication channels – regular meetings, Agency contacts lists, email box for investmentsPayroll>growth factor: inflationProperty taxes>Housing value increase projectionsDYNAMIC PROCESS
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City & County of San Francisco End of Month Balances
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Historical Data Indicates Seasonal Patterns
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Presentation Notes
6+ Years of EOM Portfolio value data – June 2013 to October 2019Original Cost values to eliminate Market value fluctuationsThree trends jump out:Down months – June, July August (Major debt service)Up months – November, December, March and April (Property Taxes)Increase in pool assets - $6bil to $12 billion
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CCSF Pooled Fund – Month to Month Portfolio Change
7

Net Inflows

Net Outflows

Presenter
Presentation Notes
Month to Month portfolio change – same time periodNet outflow months in RED, Net Inflow months in GREENShows magnitude of the major up and down monthsCan drill down further to look at specific days  to identify largest cash outflows



ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY

CCSF TTX Historic Revenues – 6 Month Moving Average
8

Column E = Monthly Average of Years 
2016,2017,2018
Column F = Seasonal Index = Monthly
AVG/E15
Column I = 6 Month Moving Average
Column K= Re-seasonalized Forecast =
Seasonal Index * De-seasonalized Forecast

Presenter
Presentation Notes
Steps to develop a simple forecast – 6 month moving averageMonthly Property tax collections for 2016, 2017, 2018 – Must remove seasonalitySteps:Calculate a monthly 3 year averageCalculate a seasonal indexDe-seasonalize the monthly data for each yearCalculate 2019 monthly forecast – 6 MMARe-seasonalize the monthly dataExponential Smoothing
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CCSF TTX Historic Revenues – Developing a Forecast
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Presenter
Presentation Notes
Here’s the result shown graphically of the actual forecast we did in houseGREEN – total property and business taxesRED – Property TaxBLUE – Business taxFeb 2016 – April 2019Jan 2019 to April is forecasted
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Daily Cash Projection
10

Information from 
Custody Bank

Bank Information

Presenter
Presentation Notes
Part of a larger spreadsheet used to manage portfolio – real time compliance, duration, issuer exposure, sector exposure, book yield, call monitoring, gain/loss identification. Pulling from BloombergStarts with accessing bank account onlineCollect cash information from custodian and bank account. Accounts for security purchases and sales, calls, etc to get a projected closing cash balance
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Cash Forecast
11

Presenter
Presentation Notes
Rolling five yearsExplain daily net cash flow, cash balance, cash balance + MMKT funds, and Spendable cashPoint out $33mm on 10/12/17 Updated daily as new information is received and for the passage of time



ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY

Cash Forecasting Model Enhancements

 Ability to gain added visibility into user specified time frames
 Ability to better reflect immunization of cash outflows
 Automates the incorporation of portfolio data with cash flow 

data
 Ability to filter cash flow data to see net negative outflows 

greater than specified amount
 Allows option to incorporate income cash flows
 Allows graphic depiction of various time frames/and specific 

cash inflow/outflow data
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Presenter
Presentation Notes
Cash Model – important part of investment processShortcomings of CCSF model:Manual input Lack of visibility into different time frames, i.e. monthly, yearly Immunization visibilityWorked to find a possible better and more automated solution



ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY
CCSF Profile Analysis – Rolling Liquidity Evaluation
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Presenter
Presentation Notes
Starts with a liquidity profile analysis of the city and county’s cash flows Designed to either take as inputs daily inflow and outflow or monthly portfolio value changes to provide a rolling liquidity evaluationPoint out:Primary liquidityBook or secondary liquidityActual Liquidity versus Investable Liquidity



ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY
CCSF Liquidity Graph – Rolling Liquidity Proflie
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Presenter
Presentation Notes
Liquidity graph shows $300mm (minimum Liquidity buffer) and taking each monthly net cash flow and showing the rolling liquidity balance for the portfolioNever went negative – due the increase in size of portfolioIf did go negative then need to make adjustments



ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY
CCSF Cash Flow Immunization Schedule
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Presentation Notes
Cash Flow Immunization SchedulePurple – used in immunizing a cash flow showing amount and date of cash flow matched date (blue indicate more funds than liabilityCan use a maturity to immunize more than one cash outflowOrange – not matched to a cash liability and can be used as a sale candidateTakes care of the limitation of the model we developed



ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY
CCSF Cash Flow Schedule by Day
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Presentation Notes
Cash flow by day versus Immunized Cash flow by dayUsed when looking at investment optionsCan look at in a monthly  or yearly time frameWork in progressBlue – used in immunizing a cash flowCan filter to see cash flow over a set amountTakes care of the limitation of the model we developed



ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY
Short-Term Fixed Income Market Liquidity Options

Repurchase Agreements
Money Market Funds
US Treasury Bills
Federal Agency Discount Notes
Commercial Paper
Certificates of Deposit/Yankee CDs

17



ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY 
Repurchase Agreements

 Secured loan with collateral for a specified term 
and an agreed upon rate

 Counterparty is usually a bank or a broker-dealer
 Rate is based on the counterparty, the term of the 

repo, and the collateral backing it
 Deliverable versus Tri-Party
 Customizable to fit investor needs
 Illiquid, no secondary market
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Presenter
Presentation Notes
$1.6 trillion – foundation of money funds liquidityDefinition and counterparty (buyer/seller)Traditional Repos – backed by government & agency collateralNon-Traditional – everything else, i.e. investment grade and non-investment grade corporates,  ABS, municipals, equitiesHaircuts – dependent on collateral typeExplain deliverable and Tri-party - settled through Fedwire – can settle later in the afternoon
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Presentation Notes
Repo outstanding from Jan 2003 Jan 2019Dropped off drastically after financial crisis – due to regulation changes – has come back somewhatPredominately done overnightShortage of traditional collateral – situation has improvedMoney fund example – lack of collateral



ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY 
Repurchase Agreements

SIFMA  (Securities Industry and Financial Markets 
Association) – www.sifma.org
Master Repurchase Agreement (MRA)
Last updated September 1, 1996
An agreement for use when parties may enter into 
transactions in which one party (a “Seller”) agrees to 
transfer to the other (a “Buyer”) securities or other assets 
against the transfer of funds by the Buyer, with a 
simultaneous agreement by the Buyer to transfer to the 
Seller such securities at a date certain or on demand, 
against the transfer of funds by the Seller.
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Presentation Notes
Process involves completing the MRA document.Standardized form found on SIFMA websiteTri-party involves also completing a Custodial UndertakingBONY and JP Morgan 
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Master Repurchase Agreement
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Presentation Notes
Defines each party’s responsibilities, has definitions, margin maintenance, rights of substitution, events of defaultPerfects security interest for buyerAbout 12 pages longCan have annexes
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Custodial Undertaking – Tri-Party Repo
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Presentation Notes
Defines terms and responsibilities for the custodianSimultaneous transfer of securities and cashMarking collateral to market to ensure proper collateralization14 pagesLong process – can use as template once approved
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BONY Custodial Undertaking Schedule I
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Presentation Notes
BONY Collateral Schedule – most importantMultiple accounts can have different schedules.



ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY
Money Market Funds – Overview

 Per CA Government code, a money market fund 
must either attain the highest ranking by not less 
than two NRSROs or retain an investment advisor 
registered or exempt from registration with the SEC 
with not less than 5 years experience managing 
money market mutual funds with AUM in excess of 
$500 million.

 US Treasury and Government Money Market Funds 
can use amortized investment accounting and trade 
at a stable NAV of $1.00
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Presentation Notes
Big changes in rule 2(a)-7 Government & Agency funds can still maintain the $1 NAVCCSF currently uses 5.Government & Treasury Funds only - $1 NAV Use the highest yielding/lowest expense ratio largest govt funds – institutional class



ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY
Money Market Funds – Overview (cont.)

 Institutional Prime Money Market Funds have floating 
NAVs, can be subject to liquidity fees and redemption 
gates

 Provide same day liquidity
 Transactions can be executed over the telephone, online, 

or on a portal
 Increased transparency into holdings/risk exposures
 Prospectus/Statement of Additional Information
 Different Share Classes/Expense Ratios
 Pays monthly interest

25

Presenter
Presentation Notes
Can transact usually up until 2:00pm PSTGoverned by SEC rule 2(a)-72010 changes mandated funds maintain 30% in weekly liquidity and 10% in daily liquidity, stress testing, portfolio transparency including holdings and mark to market (.997/.995)Money Markets fund yields tend to lag when interest rates raise and fall
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Money Market Funds – Prime Funds and Floating NAVs

 Offers same day liquidity with some funds offering 
intra-day liquidity

 Most funds have multiple NAV strike times (4 
decimals) with as many three times a day

 Subject to gates and fees
 Due diligence – monitoring daily and weekly 

liquidity, % of fund held, and fund composition (i.e. 
country exposure, asset allocation)
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Presentation Notes
NAV fluctuates, shares are purchased and sold less or more than $1$1.15 trillion has left non-government funds since changes in 2(a)-7. In 2016, Govt fund inflows $851 million. For prime and muni funds $881 billion has left.Weekly assets <30%, board of directors could impose gates/liquidity fees (2%), if <10% must impose. Gates no longer than 10 business days in any 90 day periodCorp Treasurer’s Survey from AFP:41% will not move back23% might if NAV does not fluctuate much20% if Spread differential becomes significant (>50bps)
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Money Market Funds – Last Changes to Rule 2(a)-7 by 
SEC
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ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY
Money Market Funds – Institutional Prime vs. Government
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Presenter
Presentation Notes
Over $1.6 trillion migrated from Prime to Government/Treasury FundsBlue – Prime AUM – around $300 billion as of end of September 2019Green – Government AUM – around $1.9 billionwww.imoneynet.com
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Money Market Funds – Institutional Prime vs. Government 
Yield Spread Difference

29

Presenter
Presentation Notes
Yield Spread differential from September 2016 (10 basis points) to December 2019 (22-23 basis points)Green area – spread differenceBlue Line – Prime MMF YieldDark Green Line – Government & Agency MMF YieldHigh was around 33 basis point Feb 2018
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US Treasury Bills - Overview

 Issued for terms of 4, 8, 13, 26 and 52 weeks. Cash 
management bills are periodically issued for short 
periods

 Bills, except cash management bills, are auctioned 
on a regular schedule – 4, 8, 13, & 26 week bills 
auctioned every week, 52 week bill every 4 weeks

 Bids are submitted as either competitive or 
noncompetitive

 Sold at a discount rate, Act/360 basis
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Presentation Notes
4 & 8 week bill auction – Tuesdays13-26 weeks bills auction – Mondays52 week bills auction – Tuesdays, every 4 weeksMinimum purchase $100Non-competitive maximum - $5 millionCompetitive Maximum: 35% of offering amountDutch auction: If bid lower, gets awarded at the auction level. If equal, may get proratedBids can be done directly with treasury direct or with a broker
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US Treasury Bills – Credit and Liquidity

 Guaranteed by the full faith and credit of the 
United States

 Highly liquid
 Bid/ask spread very tight – at or less than 1 basis 

point
 www.treasurydirect.gov
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Presentation Notes
Treasury direct – great resourceCan open an account directHistory on interest rates & prices,  access to various reports, charts & analytics



ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY
US Treasury Bills – Amount Outstanding
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Presentation Notes
Amounts Outstanding for US T-Bills from Nov 2009 to Nov 2019 – Ten yearsGreen Line – Bills % of total Treasury debt – around 15%Blue Line – Bills Outstanding – Up from 1.8 billion to over $2.4 billionNov 2015 issuance took off- suspect due to tax reform package
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Federal Agency Discount Notes - Overview

 US Dollar-denominated unsecured general obligation with a maturity less than 
365 days

 Federal Farm Credit Bank (FFCB), Federal Home Loan Banks (FHLB), Federal 
Home Loan Mortgage Corp (FHLMC), Federal National Mortgage Association 
(FNMA), Federal Agricultural Mortgage Corp (FAMCA), Tennessee Valley 
Authority (TVA), International Bank for Reconstruction and Development (IBRD), 
International Finance Corporation (IFC), Inter-American Development Bank (IADB)

 Not a mortgage-backed security – no collateral backing issuance

 Quoted on a discount basis/Act/360  (same as T-Bills)

 In the market daily with date flexibility

 Open for reverse inquiry
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Presentation Notes
GSE’s – FFCB, FHLB, FHLMC, FNMA, FAMCA – created by CongressFNMA and FHLMC are privately owned corporations which means they can raise funding in the equity markets. The others  rely primarily on debt financing.FNMA & FHLMC still in conservatorshipSurpanationals – IBRD, IFC, IABDMost have regular auctions
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Federal Agency Discount Notes – Credit and 
Liquidity

 High degree of safety – Very low degree of 
default risk

 High degree of liquidity

 Bid/ask spread usually very tight – 0.5 to 2 bps
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Presentation Notes
Not explicitly guaranteed by the US Govt – more of an implicit guaranteeIncreased demand from money funds have caused these to trade on top of and through treasury billsInteresting to see if the MMKT fd are allowed to go back to CNAV what happens to this relationshipO/N rates are currently around 1.40%, gets crazy around the end of the month.
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Federal Agency Discount Notes – Information Matrix
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Federal Agency Debt Outstanding
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Presentation Notes
Agency Debt Outstanding from 2006 to 2019FLHB peaked  around 2008 at a little over $800 bil, FNMA & FHLMC mandated to reduce balance sheets after financial crisis, steady decline in issuanceAll except for FFCB and FAMCA had significant declines, FHLB issue ramped up around 2015Really tight spread relationships to TreasuriesEach GSE has an internet site A lot of information available on the SIFMA site
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Commercial Paper - Overview

 Short-term unsecured promissory note
 Issuing corporation must be organized and operating in the US, have 

assets in excess of $500 million, and debt other than CP rated “A”
 Asset backed commercial paper must be organized as a special 

purpose corporation, trust, or LLC within the US, have program wide 
credit enhancements, and has CP rated “A-1” or higher by a NRSRO

 Maturities range from 1 day to a max of 270 days
 Minimum ratings must be the highest letter and number by an NRSRO
 Sold both at a discount or as interest bearing
 Offered direct or through a broker/dealer 
 3(a)3 versus 4(2) 144a
 Issued direct or by Authorized Program Dealers
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Presentation Notes
(53601) Local agys, other than counties or a city & county, 25% max, 10max of the outstanding CP of a single issuer(53635) County, City & County that pool money with other local agys 40%maxTotal outstandings are approximately $1.108 trillionImpact of MMKT Fd reformPick up around 25 bps over T-Bills – sometimes widerGood Liquidity – like programs (other than direct) with a least 2 or more dealersDOCP – list of direct CP, can email daily runs
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Commercial Paper – Historical US Market Outstandings
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Presenter
Presentation Notes
Overall issuance has declined since the financial crisis, especially in the ABCP sectorChanges in financial regs have had more of an impact in the financial and ABCP sectorsIncrease in the non-financial sector and recent uptick in the financial and even ABCP sectorsABCP from 55% 2007 to 22% 2019Non Fin – from 9% 2007 to 27% 2019Fin – from 36% in 2007 to 51% in 2019
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Commercial Paper – US Market Breakdown
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Presenter
Presentation Notes
Chart shows another view of the composition change in the commercial paper marketIncreases in the financial and non-financial sectors
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Asset-Backed Commercial Paper - Overview

 Collateralized by a variety of asset classes, such as credit card 
receivables, student loan payments, auto loans, and other financial 
assets

 Special Purpose vehicle (SPV) is created by a sponsor, usually a 
bank or other financial institution

 Have different levels of credit enhancement and liquidity facilities 
designed to protect investors

 Can provide a diversification benefit
 Yields can be higher that regular commercial paper, bid/ask 

spreads 1 to 5 bps
 Evaluation should consider (1) quality and experience of sponsor, (2) 

performance of the underlying assets and underlying credit 
enhancements, (3) soundness of the legal structure

 Pool Reports are key
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Presentation Notes
SPV is created to be bankruptcy remote – protects assets if sponsor goes bankruptSPV (conduit) responsible for collecting and disbursing funds, monitoring developments affecting performance & credit quality, ensures investors receive paymentsProblems during financial crisis mostly attributed to SIVs, govt sponsored program to ensure liquidity CPFF (CP Funding Facility) and AMLF (ABCP Money Market Mutual Fund Liquidity Facility)
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Asset-Backed Commercial Paper - Overview
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Presentation Notes
Flow chart showing structure of a ABCP programABCP Conduit – SPVConduit manger – sponsor ( bank or financial institution)
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US ABCP MARKET BREAKDOWN
42
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Presentation Notes
ABCP Market Breakdown – 2007 versus 2019Multiseller (82% vs 47% in 2007), Repo (14% vs 7% in 2007) and single-seller (4% vs 18%)Fully supported (74% vs 24% in 2007) and partially supported (37% vs 76% in 2007)$242.1 billion market vs $1,073.9 billion in 2007
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US ABCP – ASSET BREAKDOWN
43

Presenter
Presentation Notes
ABCP Asset Breakdown 2007 versus 2019Biggest changes – Auto leases & Loans 46% in 2019 versus 15% in 2007No more securities backed or mortgage loans
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Negotiable Certificates of Deposit/Yankee CDs

44

 Certificate of Deposit with a minimum face value of 
$100,000 by Banks

 Cannot be cashed in before maturity but are traded in 
the highly liquid secondary market

 Issued with maturities ranging from 2 weeks to 5 years
 Flexible maturity dates/reverse inquiry
 Issued at par in both fixed and floating rate structures
 A Yankee CD is a negotiable CD issued by a domestic 

branch of a foreign bank

Presenter
Presentation Notes
Mostly Yankee CD issuance – domestic banks don’t need the fundingCanada and Japan are the biggest YCD issuers in the USEuropean and Australian Banks issue as wellsCanadian Bail – in Regime – over 400 daysOnce Bail-in , always bail in
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Negotiable Certificates of Deposit/Yankee CDs
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Presentation Notes
YCD Outstandings from 2015 to 2019Issuance fell after money market reform
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Electronic Trading – Overview

 Extremely efficient for transacting liquid fixed 
income instruments such as US Treasuries, Federal 
Agency paper, commercial paper, municipal 
commercial paper, and corporate notes

 Examples of available platforms: Bloomberg FIT 
and BOOM, TradeWeb, and Market Access

 Increased market transparency
 Ease of best execution
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ACCESSING AND ADJUSTING PORTFOLIO LIQUIDITY
Electronic Trading – Agency Discount Notes on BOOM
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Presenter
Presentation Notes
Can trade CDs including YCDs, CP, Discount Notes, short Agency Discount Notes, short Treasuries, Municipal CP, Municipal VRDNs, and VROCan set up filters for frequently used screensView by table or rate runCan set up an approved list for CPSet up to enable trading by each dealer – function to send requestSome customization is available
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Electronic Trading – Negotiable CDs on BOOM
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Presentation Notes
Example of buying a YCD on BOOM
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Electronic Trading – Buying a Negotiable CD on BOOM

49

Enter Quantity, yield 
level if bidding, 
maturity date, and 
settlement date
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Electronic Trading – Buying a Negotiable CD on BOOM
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Electronic Trading – Buying a Negotiable CD on BOOM
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Electronic Trading – Buying a Negotiable CD on BOOM
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Electronic Trading – FIT on Bloomberg – T-Bills

53 Bid Offer Yield Change from 
previous close

Presenter
Presentation Notes
Buying Treasury Bills on FIT
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Electronic Trading – Buying a US Treasury on FIT
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Presenter
Presentation Notes
Can trade Treasuries and AgenciesCan buy or sellGives live market indications
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Electronic Trading – Buying a US Treasury on FIT
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Electronic Trading – Buying a US Treasury on FIT
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FINRA – Financial Industry Regulatory Authority

 www.finra.org
 Dedicated to investor protection and market 

integrity through effective regulation of broker-
dealers

 A not-for-profit authorized by Congress
 Great resource for market and broker-dealer 

information
 Has authority to fine, suspend, or bar brokers for 

rule infractions

57

http://www.finra.org/
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FINRA – Financial Industry Regulatory Authority

FINRA Mission

 Writing and enforcing rules governing the 
activities of 3,700 broker-dealers with 
634,000 brokers

 Examining firms for compliance with those rules
 Fostering market transparency
 Educating investors
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FINRA – www.finra.org, Tools & Calculators, Market 
Data
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Enter Cusip

http://www.finra.org/
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FINRA – www.finra.org, Tools & Calculators, Market 
Data
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Click here for Trade History

http://www.finra.org/
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FINRA – www.finra.org, Tools & Calculators, Market 
Data
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Presentation Notes
Remuneration: C – commission included in the price, M – markup or markdown included in price, N – no commission or markup, Blank no value assigned on Inter-dealer tradesReporting Party Type: D – Broker/Dealer, T – Alternative Trading SystemContra Party Type: D – Broker/Dealer, C – customer, T – Alternative Trading SystemUpdated within 15 minutesBloomberg – 4 hour delay

http://www.finra.org/
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FINRA – Price Transparency
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Presentation Notes
Next two pages are examples of what can happen if you don’t know where the market is and not accessing TRACE.First is a global MTN issued by a bank, it’s a bullet. The trade was for 5mm where a broker/dealer sold to a customer at a dollar price of 100.947 to yield 1.822%. Looking at trades done around the same day and time looks like the market is somewhere around 2.06 to 2.08. It would appear that this broker/dealer purchased this bond from another broker/dealer at 100.507 (2.078%).The broker/dealer on this trade made $22,000.00 on 5mm trade or 44 basis points or $4.40 per bond.
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Presentation Notes
Short FHLB bullet that only had 18 days to maturity. A Broker/dealer sold 250m to a customer at a price of 100.073 or a 0.061% yield. Looks like the broker/dealer bought it from another broker/dealer at a price of 99.956 (2.155%)Broker made $292.50 on trade, or 11.7 bps or $1.17 per bond. The market looks like a 2.26% Maybe better have left in bank account and get earnings credit.
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