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Assets Under Management
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YTD NHPDIP Yield vs. 90 Day T-Bill Yield
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Asset Allocation
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FDIC Guaranteed
2.04%

Money Market Account
8.82%

US Treasury Securities
4.75%

Municipal
0.34%

US Agency Notes
20.95%

Commercial Paper
63.10%

As of 2/28/2011



Portfolio Holdings
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Portfolio Holdings New Hampshire PDIP % Portfolio Portfolio % Limit

FDIC Guaranteed $6,001,537 2.04% 50%

Money Market Account $26,000,000 8.82% 30%

US Treasury Securities $14,005, 934 4.75% None

Municipal $1,006,149 0.34% 20%

US Treasury  Agency Notes $61,723,027 20.95% 50%

Commercial Paper $185,944,935 63.10% 75%

Total Portfolio $294,681,582 100.00%

As of 2/28/2011



Asset Growth
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Asset Data New Hampshire PDIP % Growth

Net Assets Previous Month End $298,776,804

Net Assets Current Month End $294,683,802

Net Increase / Decrease -$4,093,002 -1.37%

Average Share Balance for Month $295,277,505

As of 2/28/2011



Investment Performance
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Investment involves risk and returns will vary with economic and market conditions. No assurance can be given that investmentobjectives of the NHPDIP will be achieved. 

Past performance is not a guarantee of future results.

For the month of February 2011

Interest Income $14,491

Accretion / Amortization $42,381

Gain / Loss $0 

Total Income $56,872

Less Advisory Fees Accrued for the Month $24,916

Net Income Available to Participants $31,955

Average Share Balance for Month $295,277,505

Investment Return for month (gross) 0.25%

Investment Return for month (net) 0.14%

Monthly Weighted Average Maturity 46

As of February 28, 2011

7-day Yield (effective) 0.14%

30-day Yield (effective) 0.14%

Average Year to Date Yield 0.17%



Accounts by Entity Type
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Municipalities (Includes State of 
New Hampshire)

32.42%

Counties
0.69%

School Districts
16.89%

Trustee of Trust Funds
25.34%

Others¹
24.66%

As of 2/28/2011 1.  Other includes: Associations, Authorities, Commissions, Libraries, Utility Districts.
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Fourth Quarter 2010 Review 
by Cutwater Asset Management

The key headline during the fourth quarter was the Federal Reserveôs decision to 
purchase an additional $600 billion in Treasury obligations to further promote liquidity 
and the stability of the US recovery.  This program is widely known as Quantitative 
Easing Two (QE2) and it is scheduled to purchase Treasuries through June 2011.   As 
we reviewed the third quarter, we determined that if QE2 was implemented that interest 
rates would remain low for some time unless there was additional fundamental 
improvement in economic growth statistics.  It turns out that this improvement, or at 
least perceived improvement, is exactly what has occurred.

Declining initial jobless claims (Figure 1) and sustained growth in payrolls, personal 
spending, manufacturing and productivity supported improvement in sentiment during 
the quarter.  The decision to extend the Bush tax cuts with the continuation of strong 
corporate fundamentals further resulted in a renewed sense of optimism that is 
beginning to permeate the market.  Indeed, the median estimate of 2011 GDP growth 
from Bloombergôs survey of over 80 economists has increased to 2.8 percent from less 
than 1.8 percent in June, and even the most bearish economists have conformed to 
Cutwaterôs check mark-shaped below trend recovery thesis.  

Figure 1.  Declining Jobless Claims Point to Improving Economy.

Since the QE2 announcement, short-term Treasury yields have nearly doubled.  Two 
year and five year yields increased from historical lows of 0.34 percent and 1.03 
percent to 0.60 percent and 2.01 percent respectively.  We identified in past 
commentaries the concept of ñbreakevensò, which is defined as the amount of yield rise 
and resulting price decline necessary to out-strip the annual coupon earned on the 
investment.  In both cases, two year and five year Treasuries have exceeded these 
breakevens and have resulted in negative total return.  Non-Treasury fixed income 
assets have expectedly outperformed.  Corporate credit, led by banks and financials 
outperformed Treasuries by 0.86 percent for the quarter.  High yield and commercial 
mortgage backed securitizations (CMBS) registered additional returns of 3.05 percent 
and 1.46 percent.  

For the year, the riskiest sectors of the market performed the best as the economic 
recovery won out over the ñdouble dipò recession.  CMBS, high yield corporate bonds 
and investment grade corporate bonds produced their second consecutive year of 
equity-like returns at 20.1 percent, 14.5 percent and 7.8 percent respectively.  All other 
non-Treasury spread sectors also produced positive performance for the year.

As of 12/31/10 The above content is the opinion of Cutwater Asset Management, the Program Administrator of the New Hampshire Public Deposit Investment Pool.
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2011 Outlook and Beyond

Similar to the beginning of 2010, Fed Funds futures (Figure 2) are again signaling a rise 

in interest rates and the yield spread between two year Treasury notes and ten year 

Treasury notes (Figure 3) are similarly predicting positive economic growth.  Yet unlike 

2010, non-government fixed income sectors such as corporate and mortgage backed 

bonds are priced higher with less margin of safety.  The yield spread gained over 

Treasuries for investment grade corporate bonds is now below the ten year historical 

average and is back to 2003 post recession pricing.

Figure 2.  Fed Funds Futures Predicting Growth and Subsequent Rate Rise.

Figure 3.  2011 2s-10s Treasury Yield Spread is Similar to 2010.

As we navigate further from the financial crisis and resulting Great Recession, we note 

that the leverage embedded within the economy (Figure 4) has merely shifted from the 

household to the government sector.  Other lingering issues such as depressed home 

prices, weakened consumer spending, and persistently high unemployment will likely 

weigh on growth for the foreseeable future.  The end result may be a shorter and 

shallower growth phase of the cycle, with less potential for significant yield spread 

tightening.  

As of 12/31/10 The above content is the opinion of Cutwater Asset Management, the Program Administrator of the New Hampshire Public Deposit Investment Pool.
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Figure 4.  Total Credit Market Debt to GDP.

We begin 2011 with an overweight to non-Treasury sectors and an 

underweight to overall portfolio duration.  We anticipate moderating these 

positions, subject to portfolio constraints, as the continued momentum for 

fixed income assets compresses yield spread modestly.   In the short-term, 

what separates this recovery from the 2003 recovery are the large ñtail risksò 

from global debt imbalances.  A rapid rise in absolute yields poses the 

greatest risk to economic growth in 2011.  One apparent lesson from the 

developing European sovereign debt crisis is that bond vigilantism is alive and 

well.  A run on municipal or federal funding costs has broader implications for 

consumer borrowing and realized economic growth.  As always, our 

investment portfolios are built with long-term time horizons in mind.  A 

defensive outlook to interest rates and moderating allocations to the spread 

sectors appear the most prudent positioning at this phase of the economic 

cycle, subject to portfolio constraints. As mentioned earlier, this cycle may 

prove shorter than anticipated and it will be important to reposition portfolios 

quickly for a change in the cycle beyond 2011.

As of 12/31/10 The above content is the opinion of Cutwater Asset Management, the Program Administrator of the New Hampshire Public Deposit Investment Pool.
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As of 3/4/2011 Source: Bloomberg

FOMC Announcement Dates
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Economic Overview

Source: Bloomberg 

As of 3/4/2011
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Economic Overview

Source: Bloomberg 

As of 1/31/2011 As of 2/28/2011
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