
Date: May 5, 2025 

To: Mayor and City Council 

From: City Manager 

By: Director of Finance 

Subject: Summary of 2025 First Quarter Investment Report 

In accordance with California Government Code and the City’s Statement of Investment Policy, 
I am transmitting for your review the quarterly investment report for the period of January 1, 
2025 – March 31, 2025 (1Q2025). The City’s Investment Advisory Committee (IAC) received 
this report on April 23, 2025. The attached report provides a summary of market and 
economic conditions, the composition of the City’s portfolio, investment performance and 
investment strategy. Monthly summaries of the City’s investments managed by PFM along 
with the quarterly reports are posted on the City of Hayward website at: 
https://www.hayward-ca.gov/your-government/documents/investment-reports. 

The City’s core investment portfolio (pooled cash) carried a market value of $232.2 million as 
of March 31, 2025. The City’s short-term investment portfolio (pooled cash) carried a market 
value of $50.2 million as of March 31, 2025. The total investments held at the end of 1Q2025 
included $282.3 million invested through the City’s investment advisor, The PFM Group; $57.1 
million on deposit in the Local Agency Investment Fund (LAIF); and $47.9 million in the City’s 
general checking account. 

Interest earned during 1Q2025 on the City’s core portfolio managed by the PFM Group 
(excluding LAIF and cash accounts) totaled $1.6 million. Interest earned on the City’s short-
term portfolio managed by the PFM Group (excluding LAIF and cash accounts) totaled 
$365,048. Total interest earned at the end of 1Q2025 is $1.9 million. The portfolio met the 
City’s benchmark used for comparison (1-3 Year U.S. Treasury Index) – by 0.12 basis points 
for the one-year period from January 1, 2024, to January 1, 2025, and underperformed the 
benchmark by -0.03 basis points for the quarter. Funds on deposit with LAIF earned 4.34% 
during 1Q2025. The balance held in the City’s general checking account does not earn interest. 

Pursuant to provision (3) of California Government Code section 53646, the City establishes 
that it is able to meet its pooled expenditure requirements for the next six months. 

Attachments: 
First Quarter 2025 Performance Investment Report by The PFM Group 
First Quarter 2025 LAIF Performance Report 
LAIF Account Statement Ending March 31, 2025 
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For the Quarter Ended March 31, 2025
Market Update

Treasury Yields Lower On Tariff Concerns

Source: Bloomberg Finance L.P., as of April 7, 2025. 
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For the Quarter Ended March 31, 2025
Market Update

Fixed-Income Index Total Returns in 1Q 2025

Source: ICE BofA Indices. ABS indices are 0-5 year, based on weighted average life. As of March 31, 2025.
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For the Quarter Ended March 31, 2025
Market Update

Fixed-Income Sector Commentary – 1Q 2025

The Federal Open Market Committee (FOMC) opted to
maintain the target range for the federal funds rate at 4.25-
4.5% during both meetings in Q1, citing sticky inflation, a
stable unemployment rate, and ‘solid’ labor market
conditions.

U.S. Treasury yields moved lower over the quarter as the 2-
year Treasury yield fell 34 bps and 10-year Treasuries fell
37 bps. The change in yields reflected ongoing market
sensitivity to domestic policy uncertainty, with a continued
focus on the potential impacts of taxes, tariffs, immigration,
and deregulation. As a result of the Treasury rally, total
returns were strong for the period.

Federal Agency & supranational spreads remained low
and rangebound throughout Q1. Federal agencies produced
modestly negative excess returns while supranationals were
slightly positive. Issuance remained quite light and the
incremental income from the sectors is near zero.

Investment-Grade (IG) corporate bonds posted strong
relative returns yet again as increased issuance levels were
met with robust investor demand. Much of the spread
widening seen during the second half of the quarter was
offset by higher incremental income. From an excess return
perspective, higher-quality and shorter-duration

issuers outperformed in general in Q1. Financials and 
banking issuers continued to lead most other industries 
across the yield curve during the quarter.

Asset-Backed Securities spreads widened modestly from
the impact of heavy new issuance levels and a modest
deterioration of credit fundamentals. ABS spreads widened
more than corporate spreads, resulting in worse
performance over the quarter but better relative value going
forward.

Mortgage-Backed Securities performance was mixed
across structure and coupon during Q1 as heightened rate
volatility persisted. In contrast, Agency-backed
commercial MBS (CMBS) performed better for the quarter
and saw positive excess returns across collateral and
coupon structures.

Short-term credit (commercial paper and negotiable bank
CDs) yields on the front end fell in response to downward
pressure from a paydown in the supply of U.S. Treasury
Bills. Yield spreads tightened over the quarter in response
to moderated issuance and strong demand.

The views expressed within this material constitute the perspective and judgment of PFM Asset Management at the time of distribution (03/31/2025) and are subject to change. Information is 
obtained from sources generally believed to be reliable and available to the public; however, PFM Asset Management cannot guarantee its accuracy, completeness, or suitability.
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