


May 23,2007 

To the People of Oklahoma: 

I am pleased to issue the April 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 
disclosure of all activities within my office. As always, my staff is available to answer any 
questions you might have. 

Market Conditions 
The yield curve remains inverted with all but the 2-year Treasury note reporting lower yields. 
The 3-month Treasury bill fell 19 basis points for the month finishing at a yield of 4.84% while 
the 10-year Treasury note was 4.62%. The U.S. stock market ended its best month since 
December 2003. For the month, the Dow Jones Industrial Average (DJIA) climbed 5.7% and 
reached a new high on April 27,2007 hitting 13,120 points. The S&P 500 rallied 4.3% and the 
Nasdaq rose 4.3% in April. There was no Federal Open Market Committee (FOMC) in April. 
The summary from the March meeting stated that more interest-rate increases might be needed to 
combat inflation but they opted not to cite higher rates as their only alternative. The FOMC has 
held the federal-funds rate at 5.25% since June 2006. 

Economic Developments 
The Institute for Supply Management reported that its index of manufacturing activity fell to 
50.9 in March from 52.3 in the previous month. The unemployment rate dropped from 4.5% in 
February to 4.4% in March. US average hourly earnings rose 0.3%. These numbers indicate a 
healthy labor market. The producer price index (PPI) was up 1 .O% in March. The Commerce 
Department reported that U.S. retail sales rose a seasonally adjusted 0.7% in March. Consumer 
spending accounts for about 70% of the U.S. economic activity. The core consumer price index 
(CPI) rose 0.1% in March. Headline CPI rose 0.6% boosted by a 10.6% rise in the price of 
gasoline. The trade deficit narrowed to $58.4 billion in February from $59.1 billion in January. 
A 14% decline in crude oil imports contributed to the narrowing. The Conference Board's 
consumer confidence index fell for a second consecutive month to 104.0 for April after hitting 
107.2 in March. The Commerce Department reported that real gross domestic product, grew at a 
seasonally adjusted annual rate of 1.3% the first three months of the year. The fourth quarter of 
2007 was 2.5%. Existing home sales for March fell 8.4%, hitting a new cycle low. 



Portfolio Commentary: Performance. Diversification, and Strategy 
Yield on the Treasurer's portfolio was 4.82% in April and the weighted average maturity was 
384 days. Cash balances fiom maturing securities grew overnight repurchase agreements and 
money market mutual funds as the yield curve provided attractive returns at the short-end. The 
year-to-date monthly average investable base fell $3.8MM to $3.448 billion. Portfolio 
diversification continues to be sound. U.S. Treasuries composed 15% of holdings, and 
U.S. government sponsored enterprises accounted for approximately 51%. Certificates of 
Deposit represented 6% of assets, money market mutual funds 6%, and 17% was maintained in 
overnight repurchase agreements. Link deposits (at slightly more than 1%) and State bond issues 
(at 3%) 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. Based on market conditions, portfolio strategy will consist of a combination of 
laddered maturities and market observation for investment opportunities. 

Collateralization 
All funds under the control of this office requiring collateralization were so secured at rates 
ranging from 102% to 1 lo%, 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, 
mutual fund operating expenses and fees charged by JPMorgan Chase for the Tri-Party 
Repurchase Agreement Program are detailed in the attached pages, as is the earnings split 
between the Treasurer and the master custodian bank on securities lending income. 

Sincerely, 

Scorn MEACHAM, TREASURERSTATE 
SECRETARY AND REVENUEOF FINANCE 

cc: 	 The Honorable Brad Henry, Governor 
The Honorable Mike Morgan, President Pro Tempore 
The Honorable Glenn Coffee, Co-President Pro Tempore 
The Honorable Lance Cargill, Speaker of the House 
The Honorable Drew Edmondson, Attorney General 
The Honorable Jeff McMahan, State Auditor and Inspector 
Members: Cash Management and Investment Oversight Commission 












































