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MEMORANDUM

To:  Kurt Triplett, City Manager

From: Michael Olson, Director of Finance and Administration

Date: February 6, 2025

Subject: 4th Quarter 2024 Investment Report

RECOMMENDATION:

Staff recommends that City Council receives the 4th Quarter 2024 Investment Report. 

EXECUTIVE SUMMARY

City Staff recommends that Council receives the 4th Quarter 2024 Investment Report. No
action by Council is required.
The Quarterly Investment Report appears on the Consent Agenda following each
quarter presenting all City investment activity in the previous quarter.
The attached report is prepared by the City’s contracted Investment Advisor.

BACKGROUND:

This Quarterly Investment report is provided on the consent calendar following each quarter.  
The Quarterly Investment report is prepared by the City’s Investment Advisor.  The City began 
contracting with an Investment Advisor in late 2014 to supplement limited internal resources, 
provide for dedicated resources in managing the portfolio and provide for more active trading in 
the portfolio to ensure the most advantageous yield.  The Investment Advisor assists City staff 
with the management of the City’s investment portfolio by providing non-discretionary advisory 
services for the City’s investment portfolio and investment policy.  Non-discretionary service 
means that the City retains control of the portfolio and authorizes all transactions.  

Kirkland’s Investment Policy, adopted by resolution from the City Council, establishes standards 
and guidelines for the direction, management, and oversight for all the City’s investable funds. 
Government revenues are collected and spent for public purposes and their use must be legal, 
transparent, and accountable to the public.  Public funds that are invested must be strongly 
protected against loss and must be available to be spent if the need arises.  Therefore, the 
primary objectives for the City of Kirkland’s investment activities are legality, safety, liquidity and 
finally, yield.  Additionally, the City diversifies its investments according to established maximum 
allowable exposure limits so that reliance on any one issuer will not place an undue financial 
burden on the City. 

Investments are limited to those securities and deposits authorized by statute (RCW 39.58, 
39.59, 43.250, and 43.84.080).  The current investment portfolio consists primarily of U.S. 
Treasury obligations, Government Sponsored Enterprises (GSE’s) such as the Federal Home 
Loan Banks (FHLB), the Washington State Local Government Investment Pool and deposits in 
banks approved by the Public Deposit Protection Commission (PDPC) where those funds are 
100% collateralized and protected by other assets. 
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The City issued a request for proposals in early 2024 for the Investment Advisor as the original 
contract and extensions for Government Portfolio Advisors were completed. Although the City 
did receive multiple qualified submittals for the contract, Government Portfolio Advisors provided 
the best combination of services and expertise and began their new three-year contract on 
September 1, 2024. 
 
DISCUSSION/ANALYSIS: 

The attached Quarterly Investment Report includes a brief market commentary and market 
outlook at the beginning of the report on page 3. Following that, the status of compliance to 
Kirkland’s Investment Policy is on pages 4 & 5 and a strategic outlook is presented on page 6.  
A summary of Portfolio characteristics, structure, activity, and returns can be found on pages 
10-12.  The report also includes details on each of the security holdings in Kirkland’s Portfolio 
on pages 16-19.   

NEXT STEPS 

None. 

ATTACHMENTS

Attachment 1 – Quarterly Investment Report City of Kirkland December 31, 2024 







Market Yields: After declining for several consecutive months through September, interest 
rates reversed course in a curve steepening manner during Q4 reaching 6-month highs as 
2-year Treasury note yields increased by 60 basis points to 4.24% while 5-year notes climbed 

FOMC: The Federal Open Market Committee (FOMC) continued to ease monetary policy by 
lowering the federal funds rate by 25 basis points at each of the November and December 

Employment: Despite an October hiccup due to hurricanes in the southeast and labor strikes, 
job growth remained robust, albeit with a slight uptick in the unemployment rate. The labor 
market added 227 thousand workers to payrolls in November while wage growth advanced 
at an annual pace of 4.0%. The unemployment rate climbed to 4.2% in November from 4.1% 
in October while participation fell, indicating some weakness behind the headline number 
however, the Fed had been expecting an increase and even revised down their forecast for the 
unemployment rate in 2025 coming out of their December meeting.

sticky at an annualized 2.7% for three months before accelerating to 2.8% in October and 

housing. Fortunately, shelter costs have been decelerating as economists had predicted and if 

GDP: The economy continued to grow at a brisk pace clocking an above trend, annualized 

outsized 3.7%. Going forward, economic growth is expected to moderate with the Atlanta Fed 
GDPNow model forecasting GDP growth to expand at a 2.4% rate in Q4.

Fed Funds: The FOMC lowered the federal funds rate by 25 basis points in November and 
again in December with both moves being widely anticipated. However, recent Fed speak and 
forecasts, show the FOMC will proceed easing policy at a slower pace by pausing until more 

writing, markets and the FOMC are both predicting two 25 basis point rate cuts in 2025.

2-year Yield Expectations: Even with the recent rise in rates that saw the yield on 2-year 
Treasury notes increase by 60 basis points in Q4, market forecasters are still calling for lower 

on monetary policy. Of course, this will be subject to the incoming data where any further 
moderation in the labor market or deceleration in price growth, will be met with expectations for 
a quicker path to lower rates.

Portfolio Positioning: Yield spreads on corporate and municipal securities continue to trade 

consideration to agency and supranational markets when opportunities arise. We advise clients 
to manage durations neutral to their respective benchmarks with a slight bias to a bullet structure 







• The portfolio ended the year fully invested and the core investment portfolio will continue to managed neutral to the benchmark duration.

• The portfolio continues to be overweighted to US Treasury securities versus agency securities given the tight yield spreads.   We see more value in US Treasuries. 
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market weakens.

on capital markets.

potential to shift the narrative.






























