
 

 

 

 

 

 

 

 

 

 

 

CALENDAR NOTES 

Special Board Meeting 

September 30, 2009 

CD Auction 

October 14, 2009 

Quarterly Board Meeting 

October 29, 2009 
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$$44,,000055,,776611,,000000  
  

  
 9.3% Growth  This  

Fiscal Year 

Last Month 

$33,,777799,,449944,,000000 

Beginning of Fiscal Year 

$3,663,992,000 

 

TToottaall   NN eett   II nnccoommee  &&   GGaaii nnss    
  
 

Fiscal Year  

$6,431,000 
  

Fiscal Year Comparison 

 

Money Market Pools 
As of August  31, 2009 
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WEST VIRGINIA BOARD OF TREASURY INVESTMENTS 

THE ECONOMIC STATE  

AUGUST 2009 
 

 

Economy Is at a Crossroads 
 

 

The economy now stands at what appears to be a ñcrossroads.ò  While not yet ñofficialò, the worst recession in the 

lifetime of the baby-boomer generation appears to have ended sometime in June with many pointing to the 

expansion of U.S. economic activity since June 30th as evidence.  The ñcrossroadsò facing the economy currently 

revolve around the sustainability of the economic expansion.  While data does in fact point to the end of the 

recession, some of the data remains mixed and questions abound with respect to future growth of top-line sales. 

 

 With the Institute of Supply Management (ISM) Manufacturing Index up to 52.9% in August, it would 

appear the manufacturing sector is now expanding. 

 Pending home sales rose in July by 3.2%, marking the sixth consecutive monthly increase. 

 Leading economic indicators rose 0.6% in July following a revised increase of 0.8% in June. 

 The Consumer Confidence Index rose for the first time in three months to a level of 54.1 beating 

forecasts, largely due to the ñCash for Clunkersò program and the extension of unemployment benefits. 

 Inflation was flat in August with the CPI reported at 0.0, following a spike up of 0.7% the prior month, 

and remains of little concern short-term. 

 

However, 

 

 Retail sales fell 0.1% for the first time in three months indicating consumer demand will most likely 

remain weak, as consumers choose to build savings and pay down debt. 

 While the average workweek remained unchanged in August at 33.1 hours, reflecting the fact that 

companies have stopped cutting back on hours (a rise in this statistic usually precedes a return to job 

growth) the unemployment rate inched higher to 9.7% marking the highest level in some 26 years and 

reflecting approximately 14.9 million individuals out of work. 

 

GDP growth in 2010 is expected to be 1%-2%, a level far below average.  With companies reporting smaller 

earnings declines or ñfewer lossesò due to aggressive cost cutting, it is important to note that cost cutting can only 

do so much.  The ñcrossroadsò issue is how to grow sales. 

 

Interest rates continued to move lower across the yield curve in August, despite the high level of Treasury debt 

issuance, strong results from the equity markets, and growing confidence over the end of the recession. 

 

Maturities ranging from 2 to 7 years experienced the sharpest declines, falling between 10 and 14 basis points.  

Shorter-term rates were 2 to 5 basis points lower while longer-term rates were 8 to 12 basis points lower. 

 

At month end, the yield on the 10-year note was 8 basis points lower at 3.40% and the 30-year bond was 12 basis 

points lower at 4.18%.  The 2-30 year spread stood at an elevated level of 3.21%.  While inflation does not appear 

to be an issue, based on the futures market, investors are predicting the Fed with keep the Fed Funds rate in its 

current 0.00% - 0.25% range into next year. 

 

The Barclays Capital Aggregate Index returned 1.04% during August, and, like last month, spread sectors 

outperformed their same-duration Treasury securities across the curve.  The CMBS and ABS sectors fared the best 

amid continued support from the Governmentôs TALF program. 
 

The Merrill Lynch 3-Month T-Bill Index returned 0.02% in August trailing the 0.50% return of the Merrill Lynch 

1-3 Year Government / Corporate A+ Index.  Year-to-date, the 3-Month T-Bills returned 0.14% while the 1-3 

Year Government / Corporate Index A+ returned 2.16%. 




