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To: MSU Board of Regents
Mr. Samuel M. Sanchez, Chair
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Mr. Shawn Hessing
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From: Suzanne Shipley

President S
Date: October 19, 2017
Subject: Quarterly Investment Reports

Attached are the Quarterly Investment Reports for the third quarter ended August 31, 2017.
Please feel free to contact me if you have any questions.

enclosures

C: Debbie Barrow
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October 17, 2017
TO: The Board of Regents of Midwestern State University, and
Dr. Suzanne Shipley, President
SUBJECT: Quarterly Investment Reports

Attached are the quarterly investment reports for the fourth quarter ended August
31, 2017, as required by the amended Public Funds Investment Act.

The investment portfolio is in compliance with Midwestern State University’s

investment policies. The portfolio is in compliance with the provisions of the
Public Funds Investment Act as amended by the 82" Legislature. (HB 2226)

U bkl Va2

Chris Stovall Dr. Marilyn Fowle’
Controller Vice President, Administration
and Finance

mwsu.edu

An Equal Opportunity/Affirmative Action Employer and Educator



Midwestern State University
Wichita Falls, Texas

Quarterly Investment Report
(Unaudited)
For the Fourth Quarter Ended August 31, 2017



Unaudited

Long-term Securities:
Equity Securities:
U.S. Common Stock

Long-term Investment Pools
Texas A&M System Investment Pool

Total Long-term Securities
Short-term Securities:
TexPool
Logic
TX Class
Total Short-term Securities
Total Investment Assets
Cash and Cash Equivalents:
Cash Held at State Treasury

Total Cash and Cash Equivalents

Total Cash and Investments

Total Rate of Return

Midwestern State University
Summary of Investments
(Pooled Investments)

At August 31, 2017

Book Market
Value % Value %
$70,774 0.18% $236,929 0.57%
24,241,691 61.68% 26,437,644 63.45%
24,312,465 61.86% 26,674,573 64.02%
4,014,803 10.22% 4,014,803 9.64%
4,036,163 10.27% 4,036,163 9.69%
4,041,743 10.28% 4,041,743 9.70%
12,092,709 30.77% 12,092,709 29.03%
36,405,174 92.63% 38,767,282 93.05%
2,896,567 7.37% 2,896,567 6.95%
$39,301,741 100.00% 541,663,849 100.00%
2.44%



Unaudited
Midwestern State University

Statement of Changes in Investment Assets

(Pooled Investments)
For the Fourth Quarter Ended August

Investment Assets - 05-31-17

Principal Payments received

Investment Income

Realized Gain (Loss)

Distributions and Other

Securities Purchased

Changes in Net Unrealized Appreciation/(Depreciation)

31, 2017

Book

Value

$32,025,832

(11,000,000)
380,698

(1,356)
15,000,000

Market
Value

$34,076,435

(11,000,000}
380,698

(1,356)
15,000,000
311,505

Investment Assets - 08-31-17

$36,405,174

$38,767,282




Unaudited
Midwestern State University
Summary of Investments
(MSU Endowments at American Natl. Bank Trust Dept.)

At August 31, 2017
Book Market
Value % Value %
Long-term Securities:
Equity Securities:
Common Stock, Mutual Funds and ETFs $4,882,435 64.23% $6,093,957 68.37%
Total Equity Securities 4,882,435 64.23% 6,093,957 68.37%
Other Securities:
U.S. Government Agencies 242,932 3.20% 243,359 2.73%
Corporate Bonds & Notes 2,196,338 28.89% 2,235,155 25.08%
Real Estate Investment Trusts (REIT) 203,017 2.67% 263,158 2.95%
Total Fixed Income Securities 2,642,287 34.76% 2,741,672 27.81%
Total Long-term Securities 7,524,722 98.99% 8,835,629 99.14%
Cash and Cash Equivalents:
U.S. Dollars 0.00% 0.00%
Goldman Sachs - Cash Equivalent 76,988 1.01% 76,988 0.86%
Total Cash and Cash Equivalents 76,988 1.01% 76,988 0.86%
Total Cash and Investments $7,601,710 100.00% $8,912,618 100.00%




Unaudited
Midwestern State University

Statement of Changes in Investment Assets
(MSU Endowments at American Natl. Bank Trust Dept.)
For the Fourth Quarter Ended August 31, 2017

Investment Assets - 05-31-17

Principal Payments Received

Investment Income

Realized Gain (Loss)

Management Fees

Distributions and Other

Securities Purchased

Changes in Net Unrealized Appreciation/(Depreciation)

Investment Assets - 08-31-17

Book Market
Value Value
$7,783,036 58,876,647
(2,288,848) (2,288,348)
65,992 65,992
27,919 27,919
(10,724) (10,724)
(88,805) (88,805)
2,113,140 2,113,140
217,297
$7,601,710 $8,912,618




Unaudited
Midwestern State University
Summary of Investments
(MSU Endowments Invested with the Texas A&M University System)

At August 31, 2017
Book Market
Value % Value %
Long-term Investment Pools:
Texas A&M System Endowment Pool $511,042 100.00% $522,284 100.00%
Total Long-term Investments 511,042 100.00% 522,284 100.00%
Total Investments $511,042 100.00% $522,284 100.00%




Unaudited
Midwestern State University
Statement of Changes in Investment Assets
(MSU Endowments Invested with the Texas A&M University System)
For the Fourth Quarter Ended August 31, 2017

Book

Value
Investment Assets - 05-31-17 $511,042
Principal Payments Received
Investment Income 3,279
Realized Gain (Loss) 3,398
Management Fees (954)
Distributions and Other (5,723)

Securities Purchased and Funds Transferred
Changes in Net Unrealized Appreciation/(Depreciation)

Investment Assets - 08-31-17 $511,042

Market
Value

$506,030

3,279

(954)
(5,723)

19,652

$522,284




Unaudited
Midwestern State University
Summary of Investments
(Redwine Quasi-Endowment Invested with the Texas A&M University System)

At August 31, 2017
Book Market
Value % Value %
Long-term Investment Pools:
Texas A&M System Endowment Pool $11,516,586 100.00% $11,758,048 100.00%
Total Long-term Investments 11,516,586 100.00% 11,758,048 100.00%

Total Investments $11,516,586 100.00% $11,758,048 100.00%




Unaudited

Midwestern State University
Statement of Changes in Investment Assets

(Redwine Quasi-Endowment Invested with the Texas A&M University System)

For the Fourth Quarter Ended August 31, 2017

Investment Assets - 05-31-17

Principal Payments Received

Investment Income

Realized Gain (Loss)

Management Fees

Distributions and Other

Changes in Net Unrealized Appreciation/(Depreciation)

Investment Assets - 08-31-17

Book
Value

$11,516,586

73,818

76,502
(21,480)
(128,839)

Market
Value

$11,392,124

73,818
76,502
(21,480)
(128,839)
365,924

$11,516,586

$11,758,048
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Midwestern State Un

Pooled Investments

Total Invested
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Texas A&M University System
Cash Concentration Pool

FISCAL YEAR 2017

4™ QUARTER - AUGUST 31, 2017

Effective Rates for FY 2017 YTD:

Cash Portfolio: 0.89%
Long-Term Portfolio: 3.21%
Total Pool: 2.66%

Capital Market & Rates

The yield on 2-year Treasuries rose to 1.33%
in August from 1.28% at the end of May. The
yield on 10-year Treasuries fell slightly to
2.12% in August from 2.20% at the end of
May.

The S&P 500 Index returned 3.0% during the
quarter and 16.2% for the one-year ending
August 31, 2017. Developed international
equity markets returned 2.7% (in US Dollars)
during the quarter and 17.6% for the one-
year period. Emerging markets returned
9.6% (in US dollars) during the quarter and
25.0% for the one-year period.

The unemployment rate stood at 4.4% in
August. The economy added 587,000 jobs
during the three month period.

The economy was estimated to have grown
at a 3.0% annual rate during the quarter
ending June 30, up from 1.2% in the prior
quarter.

CCP Estimated Distribution

Rate for FY 2018
Total Pool: 2.25%

http://www.tamus.edu/finance/treasury-

services/

Pool Valuation

As of August 2017, the Pool had a market value of approximately $4.4 billion. For the 4% quarter
of FY 2017, the Pool positions had $1,213.0 million in cash inflows and $840.5 million in cash
outflows, increasing the book value of the Pool by $372.5 million. The Pool earned investment
income during this quarter of $15.1 million and realized net gains on investments of $28.3

million.

The Cash Portfolio distributes all interest, dividends, and realized gains/(losses), net of external
management fees, to the participants based on their average short-term balance for each month.
The Long-Term Pool distributes all interest, dividends, and realized gains/(losses), net of external
management fees, to the participants based on their ownership of Long-Term Pool units for each

month.
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Texas A&M University System
System Endowment Fund

FISCAL YEAR 2017

4™ QUARTER - AUGUST 31, 2017

Capital Market Update:

As measured by the Russell 3000 Index, the
US stock market returned 3.0% over the
quarter and 16.1% for the one-year period.
Large cap stocks outperformed small cap
stocks by 0.1% for the quarter and by 1.3%
for the one-year period. Growth stocks
outperformed value stocks by 2.4% during
the quarter and by 8.8% over the one year.

Developed international equity markets
returned 2.7% (in US Dollars) during the
quarter and 17.6% for the one-year period.
Emerging markets returned 9.6% (in US
dollars) during the quarter and 25.0% for
the one-year period.

Fixed income markets modestly
appreciated during the quarter, rising 1.2%.
For the one-year period, fixed income
markets increased 0.5%.

Absolute return, on an aggregate basis,
appreciated 2.2% for the quarter and 6.8%
for the one-year period.

Quarterly Endowment
Spending Rate

FY 2017: $0.072378 per unit
FY 2018: $0.073954 per unit

Endowment Valuation
As of August 31, 2017, the SEF had a market value of approximately $1.1 billion, including new
deposits and net the income distribution for the 4% Quarter. The SEF is accounted for on a

unitized basis and the per unit market value as of August 31, 2017 was $6.38.
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The units and market value summary is available online for each endowment account at the
Treasury web page: http://www.tamus.edu/finance/treasury-services/system-endowment-fund/




Hurricane I-iarvey Unlikely toJThrdw Texas Off éoursé

September 29, 2017

Hurricane Harvey caused widespread damage and broad
disruption to the Southeast Texas economy. Preliminary
estimates indicate that Harvey will be one of the costliest
U.S. hurricanes, ahead of Sandy and behind Katrina.
However, the storm’s negative impact on employment
and business activity is expected to be transitory and
should not derail the state’s positive economic momen-
tum. The Federal Reserve Bank of Dallas’ forecast for
2017 job growth is unchanged at 2.6 percent (December
to December).

Before Harvey'’s initial landfall, Aug. 25, state job gains
were solid and unemployment was at its lowest level in a
decade. After Harvey, initial unemployment claims
soared, and the Dallas Fed’s analysis suggests that em-
ployment will decline in September before likely re-
bounding to trend growth in subsequent months.

Employment Gains Strengthen in August

The impact of Hurricane Harvey was not reflected in the
August employment figures because payroll data are
typically collected around the 12th day of the month.

Texas payroll employment expanded an annualized 2.0
percent in August, up from 1.1 percent in July. Job gains
were relatively broad based, with the fastest growth
seen in oil and gas extraction and mining support activi-
ties, construction, and leisure and hospitality. The pic-
ture across the major metros was mixed, with Houston
employment flat and Fort Worth down 2.1 percent in
August. Employment in both metros is up year to date.
Through August, the state has grown at a strong 2.6
percent annual rate.

First-Quarter Job Growth Revised Upward

The Texas Waorkforce Commission releases a more com-
prehensive employment series, the Quarterly Census of
Employment and Wages (QCEW), which is used to
benchmark the monthly Current Employment Statistics
data series. With the release of first quarter 2017 QCEW
data, Texas nonfarm employment was revised upward
by 0.5 percentage points in the first quarter, from 2.69
percent to 3.19. Revisions to employment growth were
substantial in February and March (Chart 1).

Initial Jobless Claims Surge with Impact of
Hurricane

Texas initial unemployment claims climbed to 65,524 in
the week ended Sept. 2, nearly five times the level seen
in the previous week (Chart 2). Claims have since come

Federal Reserve Bank of Dallas
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Chart4
TBOS Points to Strong Recovery in Manufacturing, Stable Growth in Services
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down to around 32,000 in the week ended Sept. 16 but
are still elevated relative to the 2017 pre-Harvey aver-
age of 13,900. Following Hurricane Ike in September
2008, Texas initial jobless claims rose 142 percent and
remained elevated for at least five weeks. Given that
the disruption caused by Harvey is of a larger magni-
tude, initial claims will likely remain elevated for a simi-
lar or slightly longer period. Prior to Harvey, state initial
jobless claims were below their 2000-06 averages.

Harvey’'s Employment Impact Expected to Be
Short Lived

Historically, the impact of extreme weather events on
Texas Gulf Coast payroll employment has been transito-
ry as employment resumes its normal growth path fol-
lowing a temporary decline (Chart 3). Many of the
weather events highlighted in Chart 3 were not as se-
vere as Harvey but still point to the resiliency of the
area’s economy.

A Dallas Fed analysis of the effect of Hurricane Harvey
on employment suggests that jobs will fall sharply in
September, by 54,200 to 73,700 on the Gulf Coast and
37,800 to 60,400 statewide.! Employment will likely
rebound to trend growth along the Gulf Coast by year-
end and in Texas in October,

Texas Business Outlook Survey Reflects
Continued Expansion

Texas factory activity increased in September, and re-
tail and service sector activity continued to reflect ex-
pansion, according to business executives responding to
the Dallas Fed’s Texas Business Outlook Surveys
(TBOS). Factory production and service revenue contin-
ued growing in September, exceeding last year’s aver-
ages (Chart 4). Retail sales climbed markedly in Sep-
tember as well.

Hurricane Harvey had a negative effect on the revenue
and/or production of 41 percent of firms responding to
the TBOS special questions that focused on its impact.
Over the next six months, 33 percent of all special
question respondents expect a decrease in their reve-
nue and/or production as a result of the storm. These
firms identified loss of customer base, personnel disrup-
tions and transportation and/or supply chain disruptions
as the most significant impediments to getting back to
business as usual.

Harvey’s Economic Losses Daunting

Despite the transitory impact of Harvey on employment
and business activity, the damage to property and in-
frastructure is severe. Moreover, insured losses are ex-
pected to be a smaller share of the total compared with
other major U.S. hurricanes because a larger-than-
usual proportion of the property damage was from
flooding. Harvey’s damage costs are estimated at $85
billion and up, putting the storm’s losses ahead of most
major U.S. hurricanes (Chart 5).



Labor Shortages May Worsen as Texas Gulf Coast
Repairs, Rebuilds

Labor markets tightened further in August, with the
state unemployment rate falling to 4.2 percent—its low-
est level since July 2007. Labor markets in Austin and
Dallas were even tighter, with unemployment below 4
percent.

With a limited labor pool from which to choose, compa-
nies are reporting worker shortages and difficulty hiring.
Shortages are particularly acute in construction, where
wages have rapidly increased since 2012. Labor demand
will rise as post-hurricane repair and restoration work
gets underway, further squeezing the Texas construc-
tion market and pushing up labor and material costs.

When asked about the impact of Hurricane Harvey on
the labor market, 27 percent of firms responding to the
TBOS special questions survey expected their ability to
find and hire workers to become more difficult over the
next six months.

Home Sales Dip, May Decline Further Post-Harvey

Overall, statewide home sales have plateaued at elevat-
ed levels and dipped in August (Chart 6). Sales of entry-
level homes (priced under $250,000) have been mostly
flat to down throughout the current expansion as home
prices have rapidly increased. Sales of homes priced
between $250,000 and $749,000, which had been ex-
panding at a solid pace and accounted for 35 percent of
the overall market in 2016, have softened in recent
months as well. Sales of homes priced above $750,000
have increased 3.9 percent year to date. Home sales will
likely slow further in the near term in Houston and other
affected areas due to the widespread storm damage to
homes but will gradually return to normal as recovery
begins.

Longer-Run Economic Impact Likely Limited

Research suggests that the longer-term impact of the
hurricane is expected to be limited.? Houston will re-
bound because of its importance as the energy capital of
the U.S. and as a center for business and trade. Other
parts of the coast will gradually recover as well, alt-
hough some small-business owners may find it difficult
to reopen.

One indicator of Houston's resilience is the sustained in-
migration of firms following previous severe weather
events (Chart 7). New Orleans was in economic decline
before Katrina made landfall in 2005, with more firms
moving out of the metro area relative to those coming
in. Katrina accelerated the out-migration from New Orle-
ans. In contrast, Houston’s economy was adding new
firms on net prior to Allison and Ike and continued at-
tracting employers after the storms’ immediate impacts
passed.

—Laila Assanie and Stephanie Gullo

Federal Reserve Bank of Dallas

Notes

1. For the Gulf Coast, growth is expected to rebound by
an annualized 15.7 to 21.1 percent in October and
rise 8.7 to 11.2 percent in November. A slight rise of
3.6 to 4.3 percent is anticipated in December. For
Texas, growth will likely rebound by an annualized
11.8 to 15.0 percent in October while staying close
to what had been forecast absent the hurricane for
November and December.

2, "“The Economic Growth Impact of Hurricanes: Evi-
dence from U.S. Coastal Counties,” by Eric Strobl,
The Review of Economics and Statistics, vol. 93, no.
02, 2011, pp. 575-89; and “Local Economic Impacts
of Natural Disasters,” by Yu Xiao, Journal of Regional
Science, vol. 51, no. 4, 2011, pp. 804-20.
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