


OklahOma State treaSurer

Ken Miller
State treaSurer

2300 n. lincoln Blvd., rooM 217
oKlahoMa city, oK 73105

ken.miller@treasurer.ok.gov • (405) 521-3191

May 15, 2017

To the People of Oklahoma:

I am pleased to issue the March monthly investment performance report for the Office of the State Treasurer. I 
trust you will find it thorough and in keeping with my commitment to provide full and complete disclosure of all 
activities within my office. As always, my staff and I are available to answer any questions you might have.

Market Conditions
The treasury curve was mostly unchanged during the month with the ten-year benchmark slightly declining 
by 0.3% to 2.39% and the thirty-year coming in at 3.01%.  The 2s/10s curve remained unchanged at 1.13%.  
Treasuries with very short maturities reflected yield increases with the one-year starting at 0.82% and moving 
upward by 20 basis points to 1.02%.     

The major stock indexes reported strong gains for the first quarter.  The S&P 500 earned 5.5% which was highest 
quarterly return since the fourth quarter of 2015.  The Dow Jones industrial average returned 4.6% for the quarter 
and the Nasdaq rose to a vigorous 9.8%, reflecting its best quarter since 2013.       

The anticipated interest rate increase was approved by the Federal Open Market Committee raising the Fed 
funds target from the range of 50-75 basis points to 75-100 basis points.  The decision was not unanimous, as 
one Committee member cast a vote of dissent.  Chairwoman Janet Yellen said “our decision to make another 
gradual reduction in the amount of policy accommodation reflects the economy’s continued progress toward the 
employment and price stability objectives assigned to us by law.”        

Economic Developments
Non-farm payrolls came in much stronger than expected at 235,000 jobs in February and January’s estimate 
was upwardly revised by 11,000 to 238,000.  The unemployment rate dropped from 4.8% to 4.7% and 
underemployment declined from 9.4% to 9.2%. Manufacturing and construction industries experienced strong job 
gains during the month of 28,000 and 58,000, respectively.  The uptick in construction jobs was attributed to very 
mild winter weather.           

The Institute for Supply Management (ISM) report on business said that manufacturing increased during February 
with a PMI of 57.7% which was a gain of 1.7% over last month, and reflected its highest reading since August 
2014.  A reading above 50% indicates the manufacturing economy is generally expanding. Consumer prices rose 
less than the month before, with February coming in at 0.1% in comparison to 0.6%.  The producer price index 
(PPI) for final demand beat expectations by increasing 0.3%, with the year-on-year gain being the largest in nearly 
five years.  Producer price gains were attributed to higher oil prices, and the decline of the dollar by 1.5% against 
the currencies of the main trading partners of the United States.        

The Commerce Department reported that headline retail sales for February grew by only 0.1%, which reflected 
the smallest gain in six months. Excluding autos and gas, core retail sales increased by 0.2% for the month.  Sales 
numbers for January were upwardly revised to 0.6% from 0.4%.  Declining the most since December 2011, sales 
of electronics and appliances fell 2.8%. Sales at clothing chains and general merchandise stores dropped 0.5% and 
0.2%, respectively. The areas showing sales gains were building materials, personal-care products, furniture and 
internet-based transactions.      



The National Association of Realtors (NAR) said February median existing-home price for all housing types was 
$228,400, reflecting a rise of 7.7% from twelve months before.  Total housing inventory available for sale was 
6.4% lower than a year ago and continued the declining trend for the last twenty-one straight months.  Unsold 
inventory was reported at a 3.8-month supply.  First-time home buyer sales were up from 30% a year ago, to 32% 
in February.  Homes stayed on the market for 45 days on average, reflecting a decrease from 50 days from the 
month before.     

The third estimate of the U.S. fourth quarter gross domestic product (GDP) showed the economy expanded at an 
annual rate of 2.1%, increasing from the prior estimate by 0.20%, which was close to expectations.  Consumer 
spending was upwardly revised from 3% to 3.5%, along with inventory accumulation increasing to $49.6 billion 
from $46.2 billion.  

Portfolio Commentary: Performance, Diversification, and Strategy
The Treasurer’s portfolio yielded 1.64% in March with a weighted average maturity of 861 days. The year-to-date 
monthly investable base was $3.05 billion, in comparison to $3.67 billion a year ago. Portfolio diversification 
continues to be sound. U.S. Treasury Inflation-Protected Securities represented 1% of holdings, and U.S. 
government sponsored enterprises accounted for approximately 39% of the portfolio. Mortgage-backed securities 
were 37%, municipal bonds were 1% and Certificates of Deposit represented 4% of assets. Money market mutual 
funds were 12% and OK Invest, which is comprised of various State agency funds, represented 3% of the total 
portfolio. State Bond Issues (at 2%) and foreign bonds (at less than 1%) made up the balance of funds invested. In 
keeping with the State’s statutory investment objectives, the portfolio strategy continues to seek safety, liquidity, 
and return on investment, in that order. Laddered bond maturities and a buy-and-hold strategy were utilized.  
Market observation for investment opportunities were considered in order to maximize income within investment 
parameters and the current low interest rate environment.  

Collateralization
All funds under the control of this office requiring collateralization were secured at rates ranging from 102% to 
110%, depending on the type of investment. 

Payments, Fees, and Commissions
All securities were purchased or sold on a net basis utilizing competitive bidding where practicable, with no 
additional fees or commissions known to the State Treasurer. Bank fees and mutual fund operating expenses are 
detailed in the attached pages, as is the earnings split between the Treasurer and the master custodian bank on 
securities lending income.

Total Funds Invested
Funds available for investment, at cost basis, include the State Treasurer’s investments at $2,768,242,588 and 
State Agency balances in OK Invest at $2,369,902,607 for a total of $5,138,145,195.   

Best regards,

KEN MILLER
STATE TREASURER

cc: The Honorable Mary Fallin, Governor
The Honorable Mike Schulz, President Pro Tempore
The Honorable Charles McCall, Speaker of the House
The Honorable Mike Hunter, Attorney General
The Honorable Gary Jones, State Auditor and Inspector 














































