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▸ The U.S. economy is characterized by:
▹ Headline inflation numbers trending lower, but the Fed’s current focus, “supercore

inflation,” is showing little sign of slowing
▹ A labor market that has proven to be exceptionally strong
▹ A more optimistic sentiment around economic growth due to resilient consumer spending

▸ Fed temporarily pauses rate hikes
▹ The most aggressive series of interest rate hikes in recent history has come to a 

temporary pause in June
▹ The Fed’s most recent dot plot shows the potential for two additional rate hikes by the end 

of the year
▹ Rates have moved up due to the Fed’s rate trajectory shifting higher, the economy 

remaining stronger than expected, persistent inflation, and the market’s “higher-for-longer” 
mindset

▸ Bond markets see continued volatility
▹ The debt ceiling saga incited a separate spate of market volatility due to concern about a 

potential U.S. default
▹ After plummeting at the end of Q1 due to volatility in the banking sector, short and 

medium-term yields steadily climbed throughout the quarter, with the 2-year rising over 
100 basis points

▹ The curve inversion fell dramatically at the start of Q2, but moved toward historic levels in 
June

Current Market Themes
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Interest Rates Rise as “Higher-for-Longer” 
Mantra Sets In

Source: Bloomberg, as of 06/30/2023. 4
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Consumer Inflation

Source: Bloomberg, as of July 2023.
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July Jobs Report Shows Solid Labor Market

6Source: Congressional Budget Office February 2023 economic projections, Bureau of Labor Statistics. Bloomberg, as of July 2023. Data is seasonally 
adjusted. 
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Investment Allocation – June 30, 2023 Investment Overview

Portfolio Summary

8
Source:  Investment allocation at June 30, 2023 provided by DWSD, Istakur Rahman.  Bank credit ratings taken from each bank’s Investor Resources 
webpage.  Ratings reflect the Standard and Poor’s Long / Short-term credit ratings at the bank level.  
See important ratings disclosures at end of presentation.

US Bank
2,846,643 JP Morgan

1,858,523 
First 

Independence
30,685,493 

Comerica
20,904,340 

GovMIC
163,713,788 

▸ At June 30, 2023 all investments had 
matured and all funds were held in 
overnight bank deposits or a Local 
Government Investment Pool (LGIP)

▸ Current investment yields vary from 
near 0% - 5.45%

▸ Credit ratings and balances are listed 
below:

Institution Bal. June 30, 2023 S&P Rating
US Bank 2,846,643              A+/A1
JP Morgan 1,858,523              A+/A1
First Independence 30,685,493            Unrated
Comerica 20,904,340            BBB+/A2
GovMIC 163,713,788          AAAm

220,008,788          


Table 1

		City of Detroit

		Bank Accounts and Cash Balances Report

		For the Month Ended June 30, 2023

		AGENCY NUMBER:    48 and 48                                                                    

		AGENCY NAME:    DWSD                                                                          

		Division/Section:      Finance                                                                

		NOTE:  Include all accounts such as those for Petty Cash, Imprest Cash,  Revolving Funds, Operations Cash, Trustee Cash,

		Refundable Deposits, Advances, Prepayments, and other bank accounts held by your agency.

		Fund		Name of Bank		Account Title/		Account		Cash Balance

						Fund Name		Number		at June 30, 2023				Institution		Bal. June 30, 2023		S&P Rating

		O		JP Morgan Chase		Affordability Escrow		708021340		1,851,076				US Bank		2,846,643		A+/A1

		O		First Independence Bank		Chargebacks		8140001176		62,972				JP Morgan		1,858,523		A+/A1

		O		JP Morgan Chase		Customer Refund Imprest Cash		707895892		7,447				First Independence		30,685,493		Unrated

		O		Comerica		Water P-Card		1853-18453-7		14,669				Comerica		20,904,340		BBB+/A2

		SC		Comerica		DWSD Local Sewer Construction Bond		1853-35555-8		38,503				GovMIC		163,713,788		AAAm

		SC		GovMIC		DWSD Local Sewer Construction Bond		203161		44,709,801						220,008,788

		SIE		US Bank		Sewer I&E		163003015		2,643,318

		SIE		First Independence Bank		Sewer I&E		8140001234		56,904				Fund Type		Balance June 30, 2023

		SIE		GovMIC		Sewer I&E		203333		31,605,646				Water I&E		23,796,151

		SOM		First Independence Bank		ICS - Sewer O&M		275		6,252,754				Water O&M		21,572,442

		SOM		Comerica		J Fund - Sewer O&M		1055085494		9,842,503				Water Pension		20,896

		SOM		First Independence Bank		Sewer O&M		8140001275		168,061				Water Construction Bond		63,825,983

		SOM		Comerica		Sewer O&M		1853-18450-3		125,801				Water Retainage		9,571,402

		SP		First Independence Bank		ICS - Sewer Pension		259		13,540				Sewer I&E		34,305,869

		SP		First Independence Bank		Sewer Pension		8170001259		296				Sewer O&M		16,389,119

		SR		First Independence Bank		ICS - Sewer Retainage		119		3,811,841				Sewer Pension		13,835

		SR		First Independence Bank		Sewer Retainage		8140001119		16,783				Sewer Construction Bond		44,748,304

		WC		Comerica		DWSD Local Water Construction Bond		1853-55691-6		6,169				Sewer Retainage		3,828,624

		WC		GovMIC		DWSD Local Water Construction Bond		203193		63,819,813				Other Depository		1,936,165

		WIE		US Bank		Water I&E		163004015		203,325						220,008,788

		WIE		First Independence Bank		Water I&E		8140001226		14,298

		WIE		GovMIC		Water I&E		203332		23,578,528

		WOM		First Independence Bank		ICS - Water O&M		267		10,507,333

		WOM		Comerica		J Fund - Water O&M		1055085476		10,815,458

		WOM		First Independence Bank		Water O&M		8140001267		188,414

		WOM		Comerica		Water O&M		1853-18449-5		61,237

		WP		First Independence Bank		ICS - Water Pension		242		20,577

		WP		First Independence Bank		Water Pension		8140001242		318

		WR		First Independence Bank		ICS - Water Retainage		101		9,545,032

		WR		First Independence Bank		Water Retainage		8140001101		26,370

										220,008,788



Investment Allocation

At June 30, 2023





US Bank	JP Morgan	First Independence	Comerica	GovMIC	2846643.1	1858523.46	30685493.279999997	20904339.809999999	163713788.47	



 Balance June 30, 2023 	

Water I	&	E	Water O	&	M	Water Pension	Water Construction Bond	Water Retainage	Sewer I	&	E	Sewer O	&	M	Sewer Pension	Sewer Construction Bond	Sewer Retainage	Other Depository	23796150.600000001	21572442.349999998	20895.560000000001	63825982.709999993	9571401.8800000008	34305868.589999996	16389118.930000002	13835.429999999998	44748303.559999995	3828623.81	1936164.7	





Fund Allocation at June 30, 2023 Monthly Interest Earnings – Fiscal 2023 

Investment Portfolio Review – Fiscal 2023

9Source:  Fund Allocation & Monthly Interest Earnings provided by DWSD at June 30, 2023 and for the year ended June 30, 2023, respectively (Istakur 
Rahman)
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▸ Analyzes historical portfolio balances

▸ Determines “seasonality” and historical seasonal factors

▸ The cash flow model helps identify an appropriate allocation between assets 
invested short term (“liquidity”) to meet cash needs and assets that can be 
invested longer-term 

PFMAM’s Cash Flow Model

11

Portfolio Type Strategy Components Uses

Liquidity/Short-term Overnight to 12 months

• Highly Liquid for daily needs and unforeseen 
expenditures

• Funds are meant to cover specific, predictable 
cash flows (payrolls, debt service)

• Can be lower during periods of net cash inflow
• Comprised of short-term money market 

instruments, e.g., bank deposits, money 
market mutual funds, and LGIP

Core Longer Duration Strategy
• Funds that are not expected to be spent—may 

be disbursed in extraordinary circumstances
• Can be invested in longer-term securities



Identifying Investable Funds

12For illustrative purposes only.
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Liquidity Reserves Core

► Tailored to liquidity needs
► Lower risk
► Lower expected earnings
► Cash and equivalents

► Supplement to Liquidity funds 
► Highly liquid
► Matched to potential liabilities
► High quality intermediate-term fixed 

income 

► Funds not expected to be spent in 
foreseeable future

► More volatile
► High quality longer-term fixed income 

investments

Core

Reserves

Liquidity



▸ Consistent Core – DWSD has steady historical core balances and could benefit from 
investing funds farther out on the yield curve.

▸ Extend Duration – The investment policy allows average duration of up to three years on the 
overall portfolio; DWSD could increase duration to capture higher expected returns.

▸ Diversification – A large portion of the current portfolio is invested in bank accounts, which 
will continue to trend towards in the current near-zero rate environment; DWSD could 
consider further diversifying and increasing allocations in other types of permitted 
investments, such as U.S. Treasury notes and Agency MBS.

▸ Segmentation – Based upon historical cash flows, O&M funds could be invested to increase 
earnings but still meet future liquidity demands; commercial paper, CDs, and Treasury Bills 
currently provide incremental income relative to bank accounts.

▸ Active Management – PFM utilizes active management strategies to improve returns relative 
to benchmarks; active management techniques include swapping sectors to take advantage 
of changes in spreads and rolling down the yield curve.

Investment Strategy Considerations
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 Investment Program Review

– Review investment portfolio strategies and practices

 Cash Flow Analysis

– Determined an appropriate allocation to a short-term liquidity portfolio to meet ongoing 
liquidity needs

– Identified the core balance that is available for longer term investments to capture higher 
expected returns

 Investment Policy

– Review for policy in Compliance with Public Act 20 and Government Finance Officer’s 
Association Best Practices

 Portfolio Segmentation

– Determine amounts to be invested in each portfolio strategy

 Strategy Approval and Implementation

Implementation Steps

14



This material is based on information obtained from sources generally believed to be reliable and available to the public, however PFM Asset
Management LLC cannot guarantee its accuracy, completeness or suitability. This material is for general information purposes only and is
not intended to provide specific advice or a specific recommendation. Past performance does not necessarily reflect and is not a guarantee
of future results. The information contained in this presentation is not an offer to purchase or sell any securities.

S&P Ratings

Standard & Poor’s fund ratings are based on analysis of credit quality, market price exposure, and management. According to Standard &
Poor’s rating criteria, the AAAm rating signifies excellent safety of investment principal and a superior capacity to maintain a $1.00 per share
net asset value. However, it should be understood that the rating is not a “market” rating nor a recommendation to buy, hold or sell the
securities. For a full description on rating methodology, visit Standard & Poor’s website
(http://www.standardandpoors.com/ratings/en_US/web/guest/home).

GovMIC

This information is for institutional investor use only, not for further distribution to retail investors, and does not represent an offer to sell or a
solicitation of an offer to buy or sell any fund or other security. Governments of Michigan Investing Cooperatively (“GovMIC”) is the marketing
name used to describe the GovMIC Class of shares of the MILAF+ Portfolio, a series of the Michigan Liquid Asset Fund Plus (the “Trust”).
Investors should consider the investment objectives, risks, charges and expenses before investing in the Trust. This and other information
about the Trust is available in the Trust’s current Information Statement, which should be read carefully before investing. A copy of the
Trust’s Information Statement may be obtained by calling 844-8-GovMIC or is available on GovMIC’s website at www.govmic.org. While
GovMIC seeks to maintain a stable net asset value of $1.00 per share, it is possible to lose money investing in the Trust. An investment in
the Trust is not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government agency. Shares of the Trust
are distributed by PFM Fund Distributors, Inc., member Financial Industry Regulatory Authority (FINRA) (www.finra.org) and member
Securities Investor Protection Corporation (SIPC) (www.sipc.org). PFM Fund Distributors, Inc. is an affiliate of PFM Asset Management LLC.

Important Rating Disclosures

For Institutional Investor or Investment Professional 
Use Only – This material is not for inspection by, 
distribution to, or quotation to the general public
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Disclaimer

Investment advisory services are provided by PFM Asset Management LLC (“PFMAM”), an investment 
adviser registered with the U.S. Securities and Exchange Commission and a subsidiary of U.S. Bancorp 
Asset Management, Inc. (“USBAM”). USBAM is a subsidiary of U.S. Bank National Association (“U.S. 
Bank”). U.S. Bank is a separate entity and subsidiary of U.S. Bancorp. U.S. Bank is not responsible for 
and does not guarantee the products, services or performance of PFMAM. The information contained is 
not an offer to purchase or sell any securities. Additional applicable regulatory information is available 
upon request. 

For more information regarding PFMAM’s services please visit www.pfmam.com.

Disclaimer

16For Institutional Investor or Investment Professional 
Use Only – This material is not for inspection by, 
distribution to, or quotation to the general public
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