
INTERMEDIATE PUBLIC FUNDS INVESTING

WEBINAR 2  |  CASH  FLOW AND CASH  FLOW FORECAST ING 

C a r l o s  O b l i t e s
Senior Portfolio Strategist| Chandler Asset Management

N e i l  M u r t hy
Relationship Manager| Chandler Asset Management

January 27, 2022
For Educational Purposes Only;  Please see Disclosures at the end of this presentation.



SESSION OVERVIEW
• Management of a public agency’s cash 

requirements, 

• Balancing revenues (taxes and fees) with monthly 
obligations, periodic debt-service payments, and 
other recurring or non-recurring cash demands. 

• Practice for preparing and implementing a cash 
flow forecast

• Using budgetary and statistical forecast to make 
investment decisions
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Determining Cash Available
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How Much 
Liquidity is 
Enough?
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Investments Cash Outflows

Do your investments 
meet cash needs?

This is shown as an example for illustrative purposes only.  Please refer to important disclosures at the end of this presentation.
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How Much 
Liquidity is 
Enough?
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Investments Cash Outflows

Are your investments 
optimized for return?

This is shown as an example for illustrative purposes only.  Please refer to important disclosures at the end of this presentation.
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How Much Liquidity 
is Enough?

Cost of Insufficient 
Liquidity:

Additional Borrowing Costs

Delayed payments

Additional Transaction Costs

Negative Internal and External Headlines
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How Much Liquidity 
is Enough?

Cost of Excess Liquidity:

Lost Investment Income

Bad Press

Lost Opportunities
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How Much Liquidity 
is Enough?

Most Crucial Questions:

Am I meeting my Code-mandated goal of 
safety and liquidity?

Will I have the cash available when I need it?

Am I earning as much as I could?
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The Cost of Too 
Much Liquidity

Select Fixed-Income Benchmark Total Returns By Duration 
As of December 31, 2021

Index Duration
10 YR 

Annualized 
Return

Cumulative Value 
of $100 Million

Additional 
Value Over 

LAIF

Local Agency Investment Fund 0.93 Years 0.84% $108,683,932 N/A

ICE BofA 1-3 YR Treasury Index 1.83 Years 1.09% $111,414,486 $2,730,554

ICE BofA 1-5 YR Treasury Index 2.53 Years 1.35% $114,361,028 $5,677,096

ICE BofA 1-10 YR Treasury Index 3.69 Years 1.68% $118,175,220 $9,491,288

Source: Bloomberg, ICE BofA Indices and LAIF. Data as of December 31, 2021. Performance for ICE BofA indices based on a $100 million portfolio, relative to LAIF. Performance shown is hypothetical and not based on an actual client's account. LAIF
returns include an administrative fee charged to investors by the California State Treasurer. LAIF duration estimated based on average maturity in days, as of December 31, 2021 divided by 365 days. Past performance is not a guarantee of future
results. Please see disclosures at the end of this presentation for further details. Index returns assume reinvestment of all distributions. Historical performance results for investment indexes generally do not reflect the deduction of transaction
and/or custodial charges or the deduction of an investment management fee, the incurrence of which would have the effect of decreasing historical performance results. It is not possible to invest directly in an index



POLLING QUESTION
To earn CPE credits, participants must participate in at least three of 

the polling questions. 
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Why a Cash Flow 
Analysis?

“The analysis is intended to measure and assess the government’s ability to
meet its needs, to negate the need for any short-term borrowing or
liquidation of long-term investments before maturity, and to identify any
idle funds, and the duration of that idle period, to determine whether those
funds could be invested over that time frame. Cash flow analysis is therefore
an essential tool for informed management decision making.”

Source: GFOA

- GFOA Best Practice:  “Cash Flow Analysis”
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What is a Cash Flow 
Analysis?

Projection of anticipated cash disbursements

Projection of anticipated cash receipts

It considers all funds

It considers timing of receipts and 
disbursements
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What a Cash Flow 
Analysis Is NOT!

“Cash” is the operative word in “Cash Flow 
Forecasting” 

It is not accruals or budgeted funds

Only cash is spendable or investable!
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Ensuring Liquidity
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Investments Cash Outflows

Ensuring maturing cash 
and reserves are 
available when needed 
by matching investments 
to cash outflows

This is shown as an example for illustrative purposes only.  Please refer to important disclosures at the end of this presentation.



15

Ensuring Liquidity

Total balances trend higher or lower

Balances fluctuate through the year

The “liquid” balances are for meeting 
cash needs

The “core” balances are available for 
longer-duration investing
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Month

Core/Reserve Balances

Liquid Balances

Sample Local 
Government Balances

5 Year Period

This is shown as an example for illustrative purposes only. Please refer to the important disclosures at the
end of this presentation.
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What Are You 
Hoping to 
Accomplish?

Ensure sufficient liquidity for 6-12 
months of disbursements

Improve earnings:
• Match sources and uses of cash
• Invest core funds in longer duration 

investments for higher return 
potential

• Manage liquidity and market risks

Identify short-term cash 
deficits

Warn of impending budget 
problems
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Annual Cash Flow 
Forecasts

Determines cash available for investments of 
more than 30 days

Estimates monthly cash position for next 12 
months

Provides a useful monthly overview for 
investment decision-making

Covers anything from this fiscal year to the 
next out to possibly 3 years



POLLING QUESTION
To earn CPE credits, participants must participate in at least three of 

the polling questions. 
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How Do I Create 
It? Project cumulative 

balance of cash 
position and invested 

securities
Use monthly revenue 

and expenditures 
projections

Project a net change

Develop a 
schedule of 
current 
investments and 
coupon 
payments

1

2 4

3

5
Start with the beginning 

balance of cash and 
investments
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Start by 
Identifying 
Revenues and 
Expenditures Major Revenues Major Expenditures

Property taxes Payroll and benefits

Sales and use taxes Operating expenses

User fees Debt service

Shared revenues Capital projects 
(spending schedules)

Non-recurring revenues 
(financing) Non-recurring

Other Other
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Sources of 
Information

Current year budget

Historical data from general ledger

Capital project spending projections

Historical data from bank, pool investments
Schedule of maturities and coupon payments
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The Budgetary 
Approach

This sample illustration is being provided to demonstrate the tools on how we analyze cash balances. Please refer to disclosures at the end of this presentation.
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The Statistical 
Approach

This sample illustration is being provided to demonstrate the tools on how we analyze cash balances. Please refer to disclosures at the end of this presentation.
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Sample Balances Analysis

Amount available for longer-term 
investments 

Minimum needed to cover Cash 
Outflows

Actual Portfolio of Securities

Additional Funds 
Available for Long-
Term Investment
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The Statistical 
Approach

This sample illustration is being provided to demonstrate the tools on how we analyze cash balances. Please refer to disclosures at the end of this presentation.

Sample Balances Analysis with Forecast
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M
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Historical Balances

Forecast Balances

Forecast amount available for 
longer-term investments 

Minimum needed to cover outflows

Core/Reserve 
Balances

Liquid Funds
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Challenges to 
Developing 
Forecasts

Physical Structure: Locations of people

Systems: limitations of computer systems for 
historical data or data management

Political: Elected officials’ agendas

Inter-departmental Communications: Other 
departments not understanding importance 

of information
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Review and 
Maintain Cash Flow 
Forecast

Adjust assumptions if warranted

Compare actual results vs. forecast results
Make sure to identify reasons for variances

Follow up with department heads on 
capital project slippage

Update your model and retain 
documentation for future reference
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How Do I Invest It?
California Government Code and your 

investment Policy

Cash Flow Needs

Investment objectives

Current Market Conditions

You must take into 
account:
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In Summary:

Safety and liquidity are more important than 
return

Determine how much is needed liquid

Reduce unnecessary liquidity

Check in with all your resources:
• Revenues and expenditures historical and to date

• Debt payments

• Everchanging CIP schedules



POLLING QUESTION
To earn CPE credits, participants must participate in at least three of 

the polling questions. 
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Now What Do You Do With It?
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Meet Your Code-
Mandated 
Objectives

Your 
Investment 

Program

Protect 
Principal

Provide 
liquidity to 
cover both 

ongoing and 
unexpected 
cash needs

Optimize 
earnings 

while 
providing 
safety and 
liquidity
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Meet Your Code-
Mandated 
Objectives

Strategic allocations to key sectors, with 
value-based rotation

Constraining portfolio duration relative to a 
benchmark

Positioning securities along the yield curve to 
capture value across maturities

Selecting undervalued bonds offering the 
greatest potential for risk-adjusted return

Portfolio 
Duration

Sector
Allocation

Term 
Structure

Security 
Selection

Based on cash flow 
analysis, California 
Government Code, and the 
Investment policy, these 
decisions must be made:
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Structuring Your 
Funds

 Local Government Investment Pool 
(LGIP) 

 Matching maturities to known 
expenditures

• Money market instruments

o Agency Discount Notes

o Commercial Paper

o Certificates of Deposit

 Target generally to a higher duration 
to enhance the potential to increase 
earnings

• Invest in securities allowed by Code:

o U.S. Treasury Securities

o U.S. Agency Securities

o High-Grade Credit

Total Portfolio

Core FundsLiquidity Funds

This is shown as an example for illustrative purposes only. Please refer to the important disclosures at the end of this presentation.
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Matching Cash 
Flows Maturity 
Structure

$8

$20

$10

$5

$10

$8

$20

$10

$5

$10

$0

$2

$4

$6

$8

$10

$12

$14

$16

$18

$20

Overnight 1 Day - 1 Year 1-2 Years 2-3 Years 3-5 Years

M
ill

io
ns

Investments Cash Outflows

This is shown as an example for illustrative purposes only. Please refer to the important disclosures at the end of this presentation.
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Laddered 
Maturity Structure
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This is shown as an example for illustrative purposes only. Please refer to the important disclosures at the end of this presentation.
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Bullet Maturity 
Structure
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This is shown as an example for illustrative purposes only. Please refer to the important disclosures at the end of this presentation.
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Barbell Maturity 
Structure
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This is shown as an example for illustrative purposes only. Please refer to the important disclosures at the end of this presentation.



POLLING QUESTION
To earn CPE credits, participants must participate in at least three of 

the polling questions. 
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Longer duration 
targets are 
associated with 
higher return and 
volatility

Annual Benchmark Study
Period Ending December 31, 2021

ICE BofA 1-3 Yr. 
US Treasury/Agency

ICE BofA 1-5 Yr. 
US Treasury/Agency

ICE BofA 1-10 Yr. 
US Treasury/Agency

0-6 months
6-12 months
1-3 years 100.00% 63.16% 43.34%
3-5 years 36.84% 26.15%
5-10 years 30.51%
Treasury 100.00% 96.57% 96.93%
Agency 3.43% 3.07%
Corporate
Modified Duration 12/31/2021 1.83 2.53 3.69
10 Year Annualized Total Return 1.09% 1.35% 1.68%
10 Year Standard Deviation 0.77% 1.33% 2.18%
Sharpe Ratio 0.59 0.54 0.48
Qualitative Risk Objective 12/31/1988 - 12/31/2021 12/31/1988 - 12/31/2021 12/31/1988 - 12/31/2021

Negative Quarterly Return Occurrences 15 19 29

Negative Return For Year Occurrences 1 2 3

Worst Year Total Return -0.55% -1.09% -1.63%
Source: ICE BofA Indices.
Index returns assume reinvestment of all distributions. Historical performance results for investment indexes generally do not reflect the deduction of transaction and/or custodial charges or the deduction of an investment
management fee, the incurrence of which would have the effect of decreasing historical performance results. It is not possible to invest directly in an index. Please see disclosures at the end of this presentation.
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Benchmark 
Comparison

Source: LAIF and ICE BofA Indices as of 12/31/2021. LAIF returns include an administrative fee charged to investors by the California State Treasurer. Index returns assume reinvestment of all distributions. Historical performance results for
investment indexes generally do not reflect the deduction of transaction and/or custodial charges or the deduction of an investment management fee, the incurrence of which would have the effect of decreasing historical performance
results. It is not possible to invest directly in an index. Past performance is not indicative of future results. Please see disclosures at the end of this presentation.
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Normal Yield 
Curve

Source: Bloomberg. Please see disclosures at the end of this presentation.
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Flattening Yield 
Curve

Source: Bloomberg. Please see disclosures at the end of this presentation.
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Inverted Yield 
Curve

Source: Bloomberg. Please see disclosures at the end of this presentation.



44

Yield Curve 
Today

Source: Bloomberg. Please see disclosures at the end of this presentation.
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Yield Spread 
Between 3-Month 
and 10-Year 
Treasury Securities

Source: Bloomberg. Please see disclosures at the end of this presentation.
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Yield Levels

Assuming a long-term time
horizon, what is the main risk
of keeping funds invested one
year or less?

LAIF 3 MO 
TSY

6 MO 
TSY

1 YR 
TSY

2 YR 
TSY

3 YR 
TSY

5 YR 
TSY

10 YR 
TSY

0.57% 0.08% 0.09% 0.09% 0.12% 0.18% 0.38% 0.38%

LAIF 3 MO 
TSY

6 MO 
TSY

1 YR 
TSY

2 YR 
TSY

3 YR 
TSY

5 YR 
TSY

10 YR 
TSY

0.22% 0.03% 0.18% 0.38% 0.73% 0.96% 1.26% 1.51%

As of December 31, 2020

As of December 31, 2021

Source: Bloomberg. Data as of January 24, 2022. For Illustrative purposes only. Past performance is not a guarantee of future results. Please see disclosures at the end of this presentation.

LAIF 3 MO 
TSY

6 MO 
TSY

1 YR 
TSY

2 YR 
TSY

3 YR 
TSY

5 YR 
TSY

10 YR 
TSY

0.24% 0.16% 0.34% 0.55% 0.95% 1.24% 1.50% 1.72%

As of January 24, 2022
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Disclosures
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Disclosures

©2022 Chandler Asset Management, Inc., An Independent Registered Investment Adviser.

The information herein is provided for informational purposes only and should not be construed as a recommendation of any security, strategy, or investment product,
nor an offer or solicitation for the purchase or sale of any financial instrument. References to sample securities, products or investment indices are for informational
purposes and do not imply that managing portfolios to those securities or styles will achieve comparable returns.

Index returns assume reinvestment of all distributions. Historical performance results for investment indexes generally do not reflect the deduction of transaction and/or
custodial charges or the deduction of an investment management fee, the incurrence of which would have the effect of decreasing historical performance results. It is
not possible to invest directly in an index. Past performance is not indicative of future results.

Any forecasts, forward-looking statements and assumptions are inherently limited and should not be relied upon as an indicator of future results. Any opinions or views
constitute judgments made by the author at the date of this presentation and may become outdated or superseded at any time without notice. Any statements
concerning financial market trends are based on current market conditions, which will fluctuate.

Economic factors, market conditions and investment strategies will affect the performance of any portfolio and there are no assurances that it will match or outperform
any particular benchmark. The data contained in this presentation is the property of those providers, which was obtained from sources believed to be reliable, but are
subject to change at any time at the provider’s discretion. Unless otherwise noted, Chandler is the source of data contained in this presentation.

Fixed income investments are subject to interest, credit and market risk. Interest rate risk: the value of fixed income investments will decline as interest rates rise. Credit
risk: the possibility that the borrower may not be able to repay interest and principal. Low rated bonds generally have to pay higher interest rates to attract investors
willing to take on greater risk. Market risk: the bond market in general could decline due to economic conditions, especially during periods of rising interest rates.

Where listed, certain performance shown is hypothetical and does not represent actual trading in a client's account. HYPOTHETICAL OR SIMULATED PERFORMANCE
RESULTS HAVE CERTAIN LIMITATIONS. UNLIKE AN ACTUAL PERFORMANCE RECORD, SIMULATED RESULTS DO NOT REPRESENT ACTUAL TRADING. NO REPRESENTATION IS
BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFIT OR LOSSES SIMILAR TO THOSE SHOWN. THERE ARE FREQUENTLY SHARP DIFFERENCES BETWEEN
HYPOTHETICAL PERFORMANCE RESULTS AND THE ACTUAL RESULTS SUBSEQUENTLY ACHIEVED BY ANY PARTICULAR TRADING PROGRAM. ONE OF THE LIMITATIONS OF
HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY PREPARED WITH THE BENEFIT OF HINDSIGHT. IN ADDITION, HYPOTHETICAL TRADING DOES NOT
INVOLVE FINANCIAL RISK AND DOES NOT TAKE INTO ACCOUNT THAT MATERIAL AND MARKET FACTORS MAY HAVE IMPACTED THE ADVISER'S DECISION-MAKING IF THE
ADVISER WERE ACTUALLY MANAGING CLIENT'S MONEY. NO HYPOTHETICAL TRADING RECORD CAN COMPLETELY ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN
ACTUAL TRADING. FOR EXAMPLE, THE ABILITY TO WITHSTAND LOSSES OR ADHERE TO A PARTICULAR TRADING PROGRAM IN SPITE OF TRADING LOSSES ARE MATERIAL
POINTS WHICH CAN ALSO ADVERSELY AFFECT ACTUAL TRADING RESULTS. THERE ARE NUMEROUS OTHER FACTORS RELATED TO THE MARKETS IN GENERAL OR TO THE
IMPLEMENTATION OF ANY SPECIFIC TRADING PROGRAM WHICH CANNOT BE FULLY ACCOUNTED FOR IN THE PREPARATION OF HYPOTHETICAL PERFORMANCE RESULTS,
ALL OF WHICH CAN ADVERSELY AFFECT ACTUAL TRADING RESULTS. It should not be assumed that investors who invest in Chandler Asset Management's Portfolios will be
profitable or achieve the hypothetical performance results reflected or any corresponding index presented. Actual performance of and holdings and investment
implementation in Chandler Asset Management's client accounts can materially differ from that of the hypothetical models presented herein and performance can be
higher or lower than the results shown. Investors may have experienced investment results during the corresponding time periods that were materially different from
those portrayed. Back-tested performance does not represent actual performance and should not be interpreted as an indication of such performance. The opinions
referenced are as of the date of publication and are subject to change. Chandler Asset Management has discretion in the timing of trade execution and selection of
securities traded and utilized in any client account, which can and will materially differ from the hypothetical simulated performance based upon a variety of factors,
including the adviser's discretion to not follow any trading signal generated and to determine the timing and implementation of a trade (which can include securities
other than those listed).
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Disclosures

ICE BofA 1 Year US Treasury Note Index
The ICE BofA 1-Year US Treasury Note Index is comprised of a single issue purchased at the beginning of the month and held for a full month. At the end of the month that issue is sold
and rolled into a newly selected issue. The issue selected at each month-end rebalancing is the outstanding two-year Treasury note that matures closest to, but not beyond, one year
from the rebalancing date. (Index: GC03. Please visit www.mlindex.ml.com for more information).

ICE BofA 1-3 Year US Treasury Index
The ICE BofA 1-3 Year US Treasury Index tracks the performance of US dollar denominated sovereign debt publicly issued by the US government in its domestic market. Qualifying
securities must have at least one year remaining term to final maturity and less than three years remaining term to final maturity, a fixed coupon schedule and a minimum amount
outstanding of $1 billion. Qualifying securities must have at least 18 months to final maturity at the time of issuance. (Index: G1O2. Please visit www.mlindex.ml.com for more
information).

ICE BofA 1-3 Year US Treasury & Agency Index
The ICE BofA 1-3 Year US Treasury & Agency Index tracks the performance of US dollar denominated US Treasury and nonsubordinated US agency debt issued in the US domestic market.
Qualifying securities must have an investment grade rating (based on an average of Moody’s, S&P and Fitch). Qualifying securities must have at least one year remaining term to final
maturity and less than three years remaining term to final maturity, at least 18 months to maturity at time of issuance, a fixed coupon schedule and a minimum amount outstanding of $1
billion for sovereigns and $250 million for agencies. (Index: G1A0. Please visit www.mlindex.ml.com for more information).

ICE BofA US 1-5 Year Treasury Index
The ICE BofA US 1-5 Year Treasury Index tracks the performance of US dollar denominated sovereign debt publicly issued by the US government in its domestic market. Qualifying
securities must have at least one year remaining term to final maturity and less than five years remaining term to final maturity, a fixed coupon schedule and a minimum amount
outstanding of $1 billion. Qualifying securities must have at least 18 months to final maturity at the time of issuance. (Index: GVQ0. Please visit www.mlindex.ml.com for more
information).

ICE BofA 1-5 Year US Treasury & Agency Index
The ICE BofA 1-5 Year US Treasury & Agency Index tracks the performance of US dollar denominated US Treasury and nonsubordinated US agency debt issued in the US domestic market.
Qualifying securities must have an investment grade rating (based on an average of Moody’s, S&P and Fitch). Qualifying securities must have at least one year remaining term to final
maturity and less than five years remaining term to final maturity, at least 18 months to maturity at time of issuance, a fixed coupon schedule and a minimum amount outstanding of $1
billion for sovereigns and $250 million for agencies. (Index: GVA0. Please visit www.mlindex.ml.com for more information).

ICE BofA 1-10 Year US Treasury & Agency Index
The ICE BofA 1-10 Year US Treasury & Agency Index tracks the performance of US dollar denominated US Treasury and nonsubordinated US agency debt issued in the US domestic
market. Qualifying securities must have an investment grade rating (based on an average of Moody’s, S&P and Fitch). Qualifying securities must have at least one year remaining term to
final maturity and less than ten years remaining term to final maturity, at least 18 months to maturity at time of issuance, a fixed coupon schedule and a minimum amount outstanding of
$1 billion for sovereigns and $250 million for agencies. (Index: G5A0. Please visit www.mlindex.ml.com for more information).

LAIF
The California State Local Agency Investment Fund (LAIF) is an investment portfolio managed by the State Treasurer. All securities are purchased under the authority of Government Code
Section 16430 and 16480.4 and include securities issued by entities of the US Government, including the US Treasury and Agencies, Corporate debt, Certificates of Deposit, Mortgage
Backed Securities and certain loans to the State and state agencies. The average maturity of the Fund will be between 120 days and 18 months.

Source ICE Data Indices, LLC ("ICE"), used with permission. ICE permits the use of ICE Indices and related data on an “as is” basis; ICE, its affiliates and their respective third party
suppliers disclaim any and all warranties and representation, express and/or implied, including any warranties of merchantability or fitness for a particular purpose or use, including the
indices, index data and any data included in, related to, or derived therefrom. Neither ICE data, its affiliates or their respective third-party providers guarantee the quality, adequacy,
accuracy, timeliness or completeness of the indices or the index data or any component thereof, and the indices and index data and all components thereof are provided on an “as is”
basis and licensee’s use is at licensee’s own risk. ICE data, its affiliates and their respective third party do not sponsor, endorse, or recommend Chandler, or any of its products or
services.



We look forward to your participation in the next 
webinar in this series:
Understanding and Managing Risk in Public Investing

THANK YOU
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