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1.0 POLICY 

The purpose of this Investment Policy ("Policy") is to establish overall guidelines for the management 
and investment of the City of Oakland (the "City") and Oakland Redevelopment Successor Agency's 
(the "Successor") public funds pursuant to Council Resolufion Nos. 75855 C.M.S and 00-38 C.M.S 
and in accordance with Govemment Codes Section 53607. This Investment Policy is now amended 
and adopted as of July 15, 2014 and will serve as the City of Oakland's and Oakland Redevelopment 
Successor Agency's Investment Policy for Fiscal Year 2014-15 and until it's further revised. As of 
October 18, 2012, the Investment Policy has been certified by Califomia Municipal Treasures 
Association. In 2013, the Investment Policy was also certified by Association of Pubhc Treasurers of 
the United States and Canada. 

2.0 SCOPE . : • 

The Investment Policy applies to the operating funds of the City of Oakland, Oakland Redevelopment 
Successor Agency and the Port of Oakland (the "City Operating Pool"), which includes the General 
Fund, Special Revenue Funds, Debt Service Funds and all other funds comprised in City Operating 
Pool. This investment policy applies to Successor Portfolio and or Successor Fund. 

2.1 Proceeds of notes, bonds issues or similar financings including, but not limited to, reserve 
fimds, project fimds, debt service fimds and capital tmst funds derived from such financing, 
are not govemed by this Investment Policy, but rather shall be invested pursuant to their 
respective bond indentures or the State of Califomia Govemment Code 53600, as 
applicable. 

2.2 Retirement/Pension Funds and Deferred Compensation Funds are also not govemed by this 
Investment Policy, but rather by the policies and Federal or State statutes explicitly 
applicable to such fimds. 

3.0 PRUDENCE - -' >^ ' 

All uivestments and evaluation of such investments shall be made with the Prudent Investor Standard 
as set forth by California Govemment Code, Section 53600.3 and 27000.3, is defined as; 

Pmdent Investor Standard: Acting with care, skill, pmdence and diligence under the 
circumstances then prevailing, which persons of pmdence, discretion and intelligence exercise 
in the professional management of their business affairs, not for speculation, but for investment, 
considering the probable safety of their capital as well as the probable income to be derived. 

4.0 OBJECTIVES 

The primary objectives, in order of priority, of the City and Successor Portfolio are: 

4.1 Preservation of Capital (Safety) 
The first and primary goal of the Portfolio is the preservation of capital. Investment shall be 
undertaken in a manner to avoid losses due to market value risk, issuer default and broker 
default. To attain this objective; investments are diversified. 



4.2 Liquidity 
The Portfolio will be stmctured in a manner that will provide cash as needed to meet 
anticipated disbursements. Cash flow modeling ensures that investments mature as needed 
for disbursements. 

4.3 Diversity 
The objective is to avoid over-concentration in issuers, instruments, and maturity sectors. 
No more than 5 percent of the total assets of the investments held by the City may be 
invested in the securities of any one issuer, except the obligations of the United States 
govemment or government-sponsored enterprises. 

4.4 Yield 
The Portfolio is also managed to maximize its overall market retum with consideration of 
the safety, liquidity, and diversity parameters discussed above. 

5.0 DELEGATION OF AUTHORITY 

Management responsibility for the investment program is specifically delegated by the City 
Administrator or designee to the Treasurer or designee who shall establish procedures for the 
investment programs, which are consistent with the Investment Policy. Authorization for investment 
decisions is limited to the Treasurer or designee. A Principal Financial Analyst may execute 
investment transactions in the absence of the Treasurer or designee per the Treasurer's instmctions or 
prior authorization. 

A Principal Financial Analyst, Financial Analyst, or Treasury Analyst III may make decisions only 
with respect to ovemight investments, but may implement investment decisions received directly from 
the Treasurer or designee. 

6.0 INTERNAL CONTROL 

The Treasurer or designee shall maintain a system of intemal controls designed to ensure compliance 
with the Investment Policy and to prevent losses due to fraud, employee error, misrepresentations by 
third parties or unanticipated changes in financial markets. 

7.0 ETHICS AND CONFLICTS OF INTEREST 

All officers and employees involved in the investment process shall not engage in any personal 
business activity, which could conflict with proper execution of investments subject to this Policy. 
Any material financial interests in financial institutions which do business with the City should be 
disclosed to the City Administrator. Al l individuals involved in the investment process are required to 
report all gifts and income in accordance with Califomia State Law. 

8.0 SAFEKEEPING AND CUSTODY 

All security transactions, including collateral for repurchase agreements, entered into by the City shall 
be conducted on a delivery-versus-payment (DVP) basis pursuant to approved custodial safekeeping 
agreements. Al l securities owned by the City shall be held in safekeeping by the City's custodial bank, 
which acts as agent for the City under the terms of custody agreement. 



9.0 APPLICABLE ORDINANCES 

9.1 Nuclear Free Zone Ordinance 
Under the guidelines of a voter-approved Measure, the Oakland City Council approved 
Ordinance No. 11062 C.M.S, which restricts the City's investments in U.S Govemment 
Treasuries. The Treasurer shall make every attempt to invest in any available short-term 
option that provides approximately the same level of security and retum as Treasuries. In 
the event that no reasonable altematives exist, or to the extent that the City may experience 
financial hardship as a result of investment in these altematives, the City Council may adopt 
a waiver for a period not to exceed 60 days, as authorized by the Ordinance, allowing the 
City to invest in U.S securities. 

9.2 Linked Banking Ordinance 
Pursuant to Ordinance No. 12066 C.M.S. the City has established a Linked Banking 
Service Program. This reference applies to depositories for both the City of Oakland and 
the Port of Oakland banking needs. Depositories are defined within the Ordinance as "all 
banking services utilized by the City including the Port of Oakland operating fimd, with the 
exception of investments made through investment banks and broker/dealers." Depositories 
providing services to the City and the Port of Oakland must provide to the City, annually, 
the information enumerated under Section 3 of the Ordinance. 

9.3 Tobacco Divestiture Resolution 
On Febmary 17, 1998, Council adopted Resolufion No. 74074 CM.S. , which prohibits 
investment in businesses deriving greater than fifteen percent of their revenues from 
tobacco products. Treasury Bureau maintains a list of firms excluded from permitted 
investments due to the tobacco divestiture requirements. 

9.4 Fossil Fuel Divestiture Resolution 
[Pending proposed Resolution of the Oakland City Council, which prohibits the investment 
or ownership stake in any companies that extract, produce, refine, bum or distribute fossil 
fiiels]. The Resolution is scheduled to be adopted by Oakland City Council on July 
15,2014 , > 

10.0 SOCIAL RESPONSIBILITY 

When possible, it is the City's policy to invest in companies that promote the use and production of 
renewable energy resources and any other socially responsible investments, subject to the pmdent 
investment standard. 

11.0 REPORTING 

11.1 City Council 
As best practice and sound financial management practice, the City Administrator or 
designee will submit a quarterly investment report and an aimual investment policy for the 
City within 30 days following the period being reported to the City Council. 

The quarterly report will be deemed timely pursuant to this Investment Policy and 
Govemment Code Section 53646, so long as it has been submitted to the Assistant City 
Administrator within 30 days following the period being reported to be scheduled for 
the Finance and Management Committee. The quarterly cash management report for the 
period ending June 30 will be filed in a timely manner, but it will not be approved until 
September due to the City Council summer recess. 
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The report will include the information required under Govemment Code Section 53646 
including: the type of investment, issuer, date of maturity, par and dollar amount invested 
(this data may be in the form of a subsidiary ledger of investments); a description of any 
investments under management of contracted parties, if any; current market values and 
source of valuation; statement of compliance or manner of non-compliance with the 
Investment Policy; and a statement denoting the ability to meet the Fund's expenditure 
requirements for the next six months. In addition, the report shall summarize economic 
conditions, liquidity, diversity, risk characteristics and other features of the portfolio. The 
report will disclose the total investment retum for the 3-month period. In meeting these 
requirements, the report shall include an appendix that discloses all transactions during v 
each month and the holdings at the end of each month during the period being reported. 

11.2 Annual Audit . ^-
Investment Portfolio is priced to market per Govemment Accounting Standards Board 
(GASB) and reported in compliance with General Accepted Accounting Principals. 
Armual disclosure requirements such as Custodial Credit Risk, Credit Risk, 
Concentration of Credit Risk, Interest Rate Risk and Foreign Currency Risk are reported 
in the City's Annual Comprehensive Financial Report (CAFR). 

11.3 Intemal Audits ———̂———— 
Intemal audits of treasury operations maybe conducted periodically to review f ̂  
its procedures and policies and make any recommendations for changes and 
improvements if needed. 

12.0 TRADING POLICES \ 

12.1 Sales Prior to Maturity 

"Buy and hold" is not necessarily the strategy to be used in managing the Funds. It is 
expected that gains will be realized when pmdent. Losses are acceptable if the proposed 
swap/trade clearly enhances the portfolio yield over the life of the new security on a total 
retum basis. 

Sufficient written documentation will be maintained to facilitate an audit of the 
transaction. Losses, if any, will be recognized and recorded based on the transaction date. 

13.0 BROKER/DEALERS AND FINANCIAL INSTITUTIONS 

The purchase of any authorized investment shall be made either directly from the issuer or from any of 
the following: , 

Institutions licensed by the State of Califomia as a broker/dealer * . * ' 
Members of a federally regulated securities exchange 
National or state-chartered banks 
Federal or state savings institutions or associations as defined in Finance Code Section 5102 . 
Brokerage firms reporting as a primary govemment dealer to the Federal Reserve Bank 

The Treasurer or designee will maintain a current and eligible list of reputable primary and regional 
dealers, brokers and financial institutions with whom securities trading and placement of funds are 
authorized. A strong capital base credit worthiness, and, where applicable, a broker/dealer staff 



experienced in transactions with Califomia local governments are the primary criteria for inclusion on 
the City of Oakland's approved hst. * • k r -.-iry 

Approved dealers and brokers shall be limited to primary dealers or regional dealers that qualify under 
Securities and Exchange Commission Rule 15C3-1 (uniform net capital mle) and which provide: 
proof of Financial Industry Regulatory Authority (FINRA) certificafion; proof of Califomia State 
registration; and a completed City of Oakland broker/dealer questionnaire. In addition, prior to 
approval and annually thereafter, approved dealers and brokers must provide: an audited financial 
statement; certification of receipt, review of and willingness to comply with the current Investment 
Policy; and certification of compliance with Rule G-37 of the Municipal Securities Rulemaking Board 
regarding limitations on political contributions to the Mayor or any member of the City Council or to 
any candidate for these offices. 

The Treasurer may remove a firm from the approved list at any time due to: any failure to comply with 
any of the above criteria; any failure to successfully execute a transaction; any change in broker/dealer 
staff; or any other action, event or failure to act which, in the sole discretion of the Treasurer is 
materially adverse to the best interests of the City. 

14.0 PERMITTED INVESTMENTS 

The following securities are permissible investments pursuant to Section 53601 of the Govemment 
Code as well as this Investment Policy. Any other investment not specified hereunder shall be made 
only upon prior approval by the City Council. :!\ 

14.1 U. S. Treasury Securities 
Bills, notes and bonds issued by the U.S. Treasury which are direct obligations of the 
federal govemment. . . 

• Maximum Maturity: 5 years 

• Maximum Portfolio Exposure: 20%* . 

• Maximum Issuer Exposure: Pmdent person standard applies overall 

• Credit Requirement: N.A. k^ 

*20% limit is a result of the Nuclear Free Zone Ordinance, subject also to prior adoption by 
Council of a waiver for a period not to exceed 60 days allowing investment in U.S. 
Treasury securities due to specified findings. There is no limitation under the Govemment 
Code. V 

14.2 Federal Agencies and Instrumentalities 
Notes and bonds of federal agencies, government-sponsored enterprises and intemational 
institutions. Not all are direct obligations of the U. S. Treasury but may involve federal 
sponsorship and/or guarantees, in some instances. 

• Maximum Maturity: 5 years 

• Maximum Portfolio Exposure: None • 

• Maximum Issuer Exposure: Pmdent person standard applies overall 
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• Credit Requirement: N.A. 

14.3 Banker's Acceptances (BA) 
Bills of exchange or time drafts drawn on and accepted by a commercial bank, typically 
created from a letter of credit issued in a foreign trade transaction. 

• Maximum Maturity: 180 days . - ', 

• Maximum Portfolio Exposure: 40% ^ . - • 

• Maximum Issuer Exposure: 30% of total surplus funds may be in BAs of one 
commercial bank; maximum 5% per issuer 

• Credit Requirement: Al , PI, or F l or better by two or the three nationally 
recognized rating services. No rating may be lower that any of the rating listed 
above. 

14.4 Commercial Paper 
A short-term, unsecured promissory note issued by fmancial and non-financial companies 
to raise short-term cash. Financial companies issue commercial paper to support their 
consumer and/or business lending; non-financial companies issue for operatmg funds. 

• Maximum Maturity : 270 days 

• Maximum Portfolio Exposure: 25% : , 

• Maximum Issuer Exposure: No more than 10% of the total assets of the investments 
held by the City may be invested in any one issuer's commercial paper; and 
maximum 5% per issuer 

• Credit Requirement: A l , PI, or F l or better by two or the three nationally 
recognized rating services. No rating may be lower that any of the rating listed 
above. 

• Eligibility Limited to general corporations organized and operating in the United 
States with assets in excess of $500 million, and having "A" or higher ratings for 
the issuer's debt, other than commercial paper, if any, as provided by NRSRO. 

14.5 Asset-Backed Commercial Paper 
Asset-Backed Commercial Paper ("ABCP") issued by special purpose corporations 
("SPCs") that is supported by credit enhancement facilities (e.g. over-collateralization, 
letters of credit, surety bonds, etc.) 

• Maximum Maturity: 270 days 

• Maximum Portfolio Exposure: 25%) (Not to exceed 25% of total secured and 
unsecured CP) 

• Maximum Issuer Exposure : No more than 10% of the total assets of the 
investments held by the City or Agency may be invested in any one issuer's 
commercial paper; and maximum 5% per issuer 



• Credit Requirement: A l , PI, or F l or better by two or the three nationally 
recognized rating services. No rating may be lower that any of the rating listed 
above. 

• Eligibility: Issued by special purpose corporations ("SPC") organized and operating 
in the United States with assets exceeding $500 million. Restricted to programs 
sponsored by commercial banks or finance companies organized and operated in 
the United States. 

• Program must have credit facility that provides at least 100% liquidity 

• Serialized ABCP programs are not eligible 

• Ratings are to be routinely monitored. The Treasurer is to perform his/her own due 
diligence as to creditworthiness. 

14.6 Local Govemment Investment Pools . / 
For local agencies (including counties, cities or other local agencies) that pool money in 
deposits or investments with other local agencies, investments may be made subject to the 
following: 

Maximum Maturity : N/A 

Maximum Portfolio Exposure: 20%) : 

NAV Requirement: $1.00 v 

Credit Requirement: Top ranking or highest letter and numerical rating provided by 
at least two nationally recognized statistical rating organizations 

Must retain an Investment Advisor ,. 

Registered with the SEC with not less than 5 years experience in investing 
securities as authorized by the Code, and with assets under management in excess 
of $500 million 

• Fund CompositionComprised of instruments in accordance with the Califomia State 
Govemment Code 

14.7 Medium Term Notes 
Corporate Bonds, Corporate Notes and Deposit Notes. Issuers are banks and bank holding 
companies, thrifts, finance companies, insurance companies and industrial corporations. 
These are debt obligations that are generally unsecured. 

• Maximum Maturity: 5 years (additional limitations based on credit, below) 

• Maximum Portfolio Exposure: 30% 

• Maximum Issuer Exposure: No more than 5% of the Portfolio shall be invested in 
any single institution. 



• Credit Requirement: Must be Rated A3, A-, or A- or better by two of the three 
nationally recognized rating services, Moody's, S&P, or Fitch, respectively. No 
Rating may be lower that any of the Rating listed above. 

• Eligibility: Limited to corporations organized and operating within the United 
States or depository institutions licensed by the United States or any state and 
operating within the United States 

14.8 Negotiable Certificates of Deposit 

Issued by commercial banks and thrifts, and foreign banks (Yankee CD's). 

• Maximum Maturity: 5 years r 

• Maximum Portfolio Exposure: 30% 
• Maximum Issuer Exposure :Pmdent person standard applies overall; maximum 5% 

per issuer 

• Credit Requirement : Top 3 rating categories, A, A2 or A (S&P/Moody's/Fitch) 
being the lowest, if rated by S&P, Moody's or Fitch. 

14.9 Repurchase Agreements ' 
A contractual transaction between the investor and a bank/dealer to exchange cash for 
temporary ownership or control of securities/collateral with an agreement by the 
bank/dealer to repurchase the securities on a future date. Primarily used as an ovemight 
investment vehicle. 

• Maximum Maturity: 360 days 

• Maximum Portfolio : Exposure None 

• Maximum Dealer Exposure: Pmdent person standard applies overall; maximum 5% 
per issuer 

• • Collateral Requirements: Collateral limited to Treasury and Agency securities; must 
be 102%) or greater 

• Mark-to-market: Daily 

• Eligibility: Limited to primary dealers of the Federal Reserve Bank of New York, 
for which a current Master Repurchase Agreement has been executed with the City. 

14.10 Reverse Repurchase Agreements 
The mirror image of a repurchase agreement. Used as a source of liquidity when there is 
a mismatch of cash flow requirement and scheduled maturities. A mechanism to avoid 
liquidating securities for immediate cash needs. Restricted to securities ovmed for a 
minimum of 30 days prior to settlement of the repurchase agreement. 

This strategy should be used solely for liquidity and not for arbitrage or leverage 
purposes. 



• Maximum Maturity: 92 days (unless a written agreement guaranteeing the eamings 
or spread for the entire period) . 

• Maximum Portfolio Exposure: 20%) of the base value of the portfolio • 

• Eligibility: Limited to primary dealers of the Federal Reserve Bank of New York or 
nationally or State chartered bank with significant banking relationship with the 
City. 

14.11 Secured Obligations and Agreements 
Obligations, including notes or bonds, collateralized at all times in accordance with 
Sections 53651 and 53652 of the Govemment Code. 

Maximum Maturity: 2 years 

Maximum Portfolio Exposure 20% 

Maximum Issued/Provider Exposure: Prudent person standard applies overall; 
maximum 5% per issue 
Collateral Requirements: Collateral limited to Treasury and Agency securities; must 
be 102% or greater 

Mark-to-market: Daily ^ -

Credit Requirement: Issuer/Provider rated in "AA" category by at least one national 
rating agency; or agreement guaranteed by an "AA" company 

i • " 

Eligibility: Banks, insurance companies, insurance holding companies and other 
fmancial institutions 

14.12 Certificates of Deposit 
Time deposits, which are non-negotiable, are issued most commonly by commercial 
banks, savings and loans and credit unions with federal deposit insurance available for 
amounts up to $250,000. Deposits in banks, savings and loan associations and federal 
credit unions with a branch office within Oakland will be made 
(to the extent permissible by State and Federal law or mlings) pursuant to the following 
conditions: . •̂ 

• Maximum Maturity: 360 days 

• Maximum Portfolio Exposure: Pmdent person standard applies. 

• Maximum Issuer Exposure: Pmdent person standard applies. 

• Credit Requirement: For deposits over $250,000: Top 3 rating categories - A, A2 
or A (S&P/Moody's/Fitch) being the lowest, if rated by S&P, Moody's or Fitch. 

• Deposit Limit: For federally insured deposits of $250,000 or less: No minimum 
credit rating required. City's deposits cannot exceed the total shareholder's equity 
of the institution. For deposits over $250,000, it must be collateralized. 

• Depository Selection: Highest available rate of interest 
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• Institution Requirements: Most recent Annual Report * ^ 

Pursuant to Govemment code 53637, the City is prohibited from investing in negotiable i 
certificates of deposit of a state or federal credit union if a member of the legislative body 
or decision-making authority serves on the board of directors or committee. . 

14.13 Money Market Mutual Funds • : * ' ; . • 
Regulated by the SEC, these funds operate under strict maturity and diversification I - :̂ 
guidelines. These funds have no federal guarantee but are viewed as a very safe short- % 
term cash investment. 

• Maximum Maturity: N/A ' . 

• Maximimi Portfolio Exposure: 20% 

• NAV Requirement: $1.00 

• Credit Requirement: Top ranking or highest letter and numerical rating provided by 
at least two nationally recognized statistical rating organizations 

• Investment Advisor Altemative to Ratings: Registered with the SEC with not less 
than 5 years experience in investing securities as authorized by the Code, and with 
assets under management in excess of $500 million 

• Fund Composition: Comprised of instmments in accordance with the Califomia 
State Govemment Code 

14.14 State Investment Pool (Local Agency Investment Fund) 
A pooled investment fund overseen by the State Treasurer, which operates like a money 
market fimd, but is for the exclusive benefit of governmental entities within the state. 
Maximum currently authorized by Local Agency Investment Fund (LAIF) is $50 million, 
which is subject to change. The LAIF is in tmst in the custody of the State Treasurer. 
The City's right to withdraw its deposited monies from LAIF is not contingent upon the 
State's failure to adopt a State Budget. As of June 20, 2005, commercial paper of a 
limited liability corporation is a legal investment for LAIF, per Chapter 16, Statutes of 
2005 (AB 279, Calderon). 

• Maximum Maturity N/A 

• Maximum Portfolio Exposure None ^ 

14.15 Local City/Agency Bonds 
Bonds issued by the City of Oakland, or any department, board, agency or authority of 
the City. 

• Maximum Maturity: 5 years -
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• Maximum Portfolio Exposure: None 

• Maximum Issuer Exposure: Pmdent person standard applies overall; maximum 5% 
per issuer - " • i 

• Credit Requirement: Prudent person standard applies : ^ 

14.16 State of Califomia Obligations and Others - ^ 
State of Califomia and any other of the 49 United States registered state warrants, ^ • 
treasury notes, or bonds issued by a State. ., , ^ 

• Maximum Maturity: 5 years " ,/• .. 

• Maximum Portfolio Exposure: None ^ ' * 

• Maximum Issuer Exposure: Prudent person standard applies overall; maximum 5% 
per issuer -.» •. • / .-^ 

• Credit Requirement: Pmdent person standard applies , i 

14.17 Other Local Agency Bonds ••- v 
Bonds, notes, warrants or other evidences of indebtedness of any local agency with the 
state. 

• Maximum Maturity: 5 years . A v- • - ' 

• Maximum Portfolio Exposure: None * . ^ 

• Maximum Issuer Exposure: Prudent person standard applies overall; maximum 5%) 
per issuer . ' • • , 

. V " • Credit Requirement: Prudent person standard apphes * ' ' 

14.18 Deposits- Private Placement -
Pmdent to Govemment Code Section 53601.8 and 53635.8, local agencies are 
authorized to invest their surplus funds in deposits at a commercial or saving bank, 
saving and loan, or credit union using a private sector deposit placement service. 

Maximum Portfolio Exposure: 30% 

Maximum Issuer Exposure: maximum 10%) per private sector placement entity 

Credit Requirement: Prudent person standard applies - ^ 

Sunset on January 1,2017 ? ' ' , 
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15.0 MAXIMUM MATURITIES 

The City's Investment Policy shall be structured to provide that sufficient funds from investments are 
available to meet City's anticipated cash need. No investments will have a maturity of more that 5 
years from its date of purchase. , . 

16.0 GLOSSARY 

Definitions of investment-related terms are listed in Exhibit A. 
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EXHIBIT A • -'•..ky^ • ••̂.̂"̂  

GLOSSARY 

ACCRETION: Adjustment of the difference between the price of a bond bought at an original 
discount and the par value of the bond. 

AGENCIES: Federal agency securities and/or Government-sponsored enterprises (GSEs), also known 
as U.S. Govemment instrumentalities. Securities issued by Govemment National Mortgage 
Association (GNMA) are considered tme agency securities, backed by the full faith and credit of 
the U.S. Govemment. GSEs are financial intermediaries established by the federal govemment to 
fund loans to certain groups of borrowers, for example homeowners, farmers and students and are 
privately owned corporations with a public purpose. The most common GSEs are Federal Farm Credit 
System Banks, Federal Home Loan Banks, Federal Home Loan Mortgage Association, and Federal 
National Mortgage Association. ^ # 

AMORTIZATION: Accounting procedure that gradually reduces the cost value of a limited life or 
intangible asset through periodic charges to income. For fixed assets, the term used is "depreciation". 
It is common practice to amortize any premium over par value paid in the purchase of preferred stock 
or bond investments. 

APPRECIATION: Increase in the value of an asset such as a stock bond, commodity or real estate. 

ASKED PRICE: The price a broker/dealer offers to sell securities. 

ASSET BACKED: A type of security that is secured by receivables, such as credit card and auto 
loans. These securities typically pay principal and interest monthly. 

BANKERS' ACCEPTANCE (BA): A draft or bill or exchange accepted by a bank or tmst company. 
The accepting institution guarantees payment of the bill, as well as the issuer. This money market • 
instrument is used to finance intemational trade. 

BASIS POINT: One-hundredth ofone percent (i.e., 0.01%). ^ . , . i 

BENCHMARK: A comparative base for measuring the performance or risk tolerance of the 
investment portfolio. A benchmark should represent a close correlation to the level of risk and the 
average duration of the portfolio's investment. 

BID PRICE: The price a broker/dealer offers to purchase securities. 

BOND: A financial obligation for which the issuers promises to pay the bondholder a specified stream 
of future cash flows, including periodic interest payments and a principal repayment. 

BOOK V A L U E : The value at which a debt security is shovm on the holder's balance sheet. Book 
value is acquisition cost less amortization of premium or accretion of discount. , :. 

BROKER: A broker acts as an intermediary between a buyer and seller for a commission and does 
not trade for his/her own risk and account or inventory. 

C A L L A B L E SECURITIES: A security that can be redeemed by the issuer before the scheduled 
maturity date. 
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