PORTER COUNTY COUNCIL
AND
PORTER COUNTY COMMISSIONERS
FOUNDATION MEETING
January 25,2022

The Porter County Council and Porter County Commissioners held their
Foundation video conference meeting  Tuesday , January 25 th, 202 2 at 5:00 p.m. inthe
County Ad ministration Center, 155 Indiana -Suite 205, Valparaiso, Indiana.

Ms. Blaney , called the meeting to order with the Pledge of Allegiance.

Members present were Commissioner Laura Blaney, Commissioner Jim Biggs,
Council Member Jeremy Rivas, = Council Member Sylvia Graham, Council Member Mike
Jessen, Council Member Mike Brickner , Council Member Greg Simms  and Council
Member Andy Bozak . Also present was Council Attorney Harold Harper, County
Attorney Scott McClure, Auditor Chief Deputy Toni Downing , Treasurer Michelle
Clancy and Foundation Advisory Board Member Matthew V essely. Members not
present Commissioner Jeff Good , Council Member Bob Poparad, Auditor Vicki
Urbanik, Foundation Advisory Board Member Mark Ritzi and Foundation Adviso ry
Board Member David Kwa it.

Approval of Minutes

Approval of Foundation minutes for November 16th , 2021

Ms. Blaney, Alright thank you. Approval of minutes for November 16  th, 2021,
do | have a motion?

Mr. Biggs, Motion to approve

Ms. Graham , Second

Ms. Blaney, Motion and a second , all those in favor signify by saying Aye?
Opposed same sign ? Motion carries .

Motion carries on a unanimous voice vote

Reorganization

9 Election Of Officers
Current Officers
o0 Commissioner Laura Blaney 0 Foundation President

o Councilman Mike Jessen o Foundation Vice President
Ms. Blaney, Reorganization, we will start with president.

Mr. Jessen, | make the motion that Laura Blaney remain as president of the
Foundation.

Mr . Bi ggs, I 61 | second it.

Ms. Blaney, Thank you. All t hose in favor of me repeating another
term as president signify by saying Aye? Opposed same sign? Motion carries and
thank you.

Motion carries on a unanimous voice vote

Mr. Biggs, | motion that Councilman Mike Jessen retain the position of Vice
Chai rman.

Ms. Blaney, Motion.
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Mr. Simms, | second it.

Ms . Bl aney, We d ve got Alathoseéndavan signify bye r
saying Aye? Opposed same sign? Motion carries. Councilman Mike Jessen is the
Foundation Vice President.

Motion carries 0 n a unanimous voice vote

Mr. Jessen, Thank you.

New Business

1 Resolution Transferring Foundation Earnings transfer for $5,481,760

1 Resolution Transferring Foundations Earnings from Foundation Holding
Fund to Foundation Budget Fund amount of transfe r $4,742,008.

9 Second Amendment to Investment Consulting Agreement effective January 1,
2022

Ms . Bl aney, Al l right wedll move on to
transferring our Foundation Earnings at $5,481,760 dollars.

Mr. Biggs, Motionto  approve.

Ms. Graham, Second.

Ms. Blaney, All those in favor signify by saying Aye? Opposed same sign?
Motion carries.

Motion carries on a unanimous voice vote

Ms . Bl aney, And just to be clear this i
plan m oney. Okay, next we have a resolution transferring Foundation Earnings
from Foundation Holding fund to Foundation Budget fund. The amount of transfer
$4,742,008 dollars.

Mr. Biggs, Motion to approve.

Ms. Graham, Second.

Ms. Blaney, All those in favor signify by saying Aye? Opposed same sign?
Motion carries.

Motion carries on a unanimous voice vote

Ms. Blaney, Okay, then we have a second amendment to our Investing
Consulting Agreement effective January 1 st, 2022 and this extends our contra ct with
Capital Cities for another three (3) years.

Mr. Biggs, Motion to approve.

Mr. Jessen, Second.

Ms . Bl aney, All those in favor signify

Mr. Bozak, Question were we on a previous three (3) year contract with them?
Is that what we wer e doing?

Ms . Bl aney, Yes. Any other questionAl?
those in favor signify by saying Aye? Opposed same sign? Motion carries.

Motion carries on a unanimous voice vote
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Capital Cities Presentation

9 Capital Cities Performance & Evaluation Report - Fourth Quarter Report
Ended December 31, 2021

1 Capital Cities December 31 st, 2021 Flash Report
I Capital Cities 2021 Year End Market Review/2022 Outlook

Ms . Bl aney, Al right |l etds move onCoreg dour Capi
you want to take it from here?

Capital Cities Corey Waddell , Yes thank you. Just as a reminder, my name

is Corey Waddell, Senior Consultant with Capital Cities. ltds great to be he
afternoon. Here 18§61 we dekflest atirtngrmal pgréomnance and
evaluation report. | want to hit on agenda items real gui ck, and t

actually hop into our special project this quarter. But you can flip to the first page
behind your book her e a nofltheiptesemtdtion thére second page

m Capital Cities

INSTITUTIONAL INVESTING MADE PERSONAL

Porter County Government Nonprofit
Charitable Foundation, Inc.
Performance & Evaluation Report

For Period Ended December 31, 2021
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Capital Cities Corey Waddell, This is just the Considerations and
Observations for the quarter ~ on the previous page (see below) on that. As | noted our
item for discussion that | 06dm goi ewryyfedrereeyver it F
January or February meeting cycle we cover our a
look back on what happened in the previous market, as well as some themes and
topics wedl | be |l ooking at c¢ o Andnten fyourgwysriudt t o t he
covered this annual distribution, we just have that noted here that we did calculate
that as of the end of the year. Given this 8.6% percent return that the portfolio had,
it did support the full 3.25% percent spend for that $5,481,760 dollar calc ulation
there.

Porter County Government Nonprofit Charitable Foundation, Inc.
Considerations and Observations
Period Ended December 31, 2021

Topic Observations Action
Items for Discussion:
Annual Market Review =Capital Cities has prepared a presentation to assist the Board See Annual Market Review
in reviewing 2021 year-end performance. dated January 2022,
=An outlook for 2022 is also provided, along with a fiduciary
timeline.
Operational/Other:
Annual Distribution =For the 2021 calendar year, the portfolio returned B.6%. which Dretermine timing of
supports the full maximum spend of 3.25%, per the current liquidation.
policy.

*»The calculation for this payout entails taking 3.25% of a five-
year average of quarterfy market values, leading to a max
payout of $5.481.760.
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So I 6m actually going to turn your attention behi
the other PDF. Again this is our annual look back on 2021 and our outlook for
2022.

D

M Capital Cities

INSTITUTIONAL INVESTING MADE PERSONAL

2021 Review/2022 Outlook

So if you look at page two (see below), this is just a gui ck agenda. We & | |
couple pages where we hit on what happened in the markets in 2021. The themes
that were really driving those investment market returns in 2021.

Market Review and 2022 Outlook
Today’s Topics

* 2021 Market Review
o Quarterly Commentary
o Detailed Calendar Year Returns
o TreasuryYield Curve

* 2021 Market Themes and Return Drivers
o COVID-19 Pandemic
o Monetary and Fiscal Stimulus
o Consumption/Employment
o Inflation

* Looking Ahead to 2022

o Market Outlook
* The Federal Reserve
= [nflation
= Geopolitics

o Following the Playbook
=  Ongoing Adherence to Policy
» Fiduciary Calendar

Capital Cities !
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Then wedl |l l ook to what we think might be those
markets for 2022 , and then note on all of the fiduciary things that we need to cover
as part of planning for these assets.
World and US Quarterly Commentary/Broad Asset Class Performance
*Risk assets finished positive, leading the * Risk assets continued to lead the way, *Contrary to previous quarters, risk assets *Risk assets came back strong and led
way to begin 2021 with slightly higher positive performance posted mostly negative returns, with safer the way, with safer assets generating
*Small Cap outperformed Large Cap. and than the first quarter. assets slightly positive. flat returns.
Value beat Growth. »Contrary to previous quarters, Large Cap *Large Cap held up better than Small Cap. «large Cap outpaced Small Cap, and
*Foreign Equities trailed Domestic. outperformed Small Cap. and Value and and Value and Growth were mixed. Value and Growth were mixed.
*The Fed held rates constant. Growth were mixed +Foreign Equities trailed Domestic. +Foreign Equities trailed Domestic.
=VVithin Fixed Income. interest rates *Foreign Equities trailed Domestic. *The Fed held rates constant. =The Fed held rates constant but
spiked causing negative absolute returns *The Fed held rates constant. = Within Fixed Income, the Fed's likely forecasted plans to hike rates in 2022.
across all styles except High Yield. *VYithin Fixed Income, interest rates fourth quarter taper presented +Within Fixed Income, the Agg finished
declined during the quarter allowing headwinds, with Non-US posting negative flat, and MNon-US peosted negative
positive returns across all styles. returns, the Agg slightly positive, and returns.
High Yield the best performer. *Municipals and TIPS were the best
performers in the fourth quarter.
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Capital Cities ‘
So turning the page to page 3 (see above), here w
you but, basically what we do here is break the 2021calendar year into quarters.
And really the resulting theme or theme that played out quarter to quarter, was
really that risk  assets really led the calendar year . So Equities in general, mainly
U.S. Equities, you can see those are the blu e bars on the far left, was generally the
highest quarter in and quarter out. Another theme was that Fixed Income was really
challenging during the time period , youdl | insaeskde that¢ Bread Fixed was
actually negative on the 2021 calendaryear . And i f you | ook, bamsu candt
because theydre not plotting anything. But the
charts is act ualré ot earairg anything dn ourecash deposits right

now, just given where the fed fund rate is.

So on page 4 (seen next page) hereds where we always wupdate th

timeline with our updated returns. You can see the gray bar at the far right is the
resulting returns for 2021. Again, some themes that played out, was that Equity
Markets really drove the overall economy. The topmost line there is the Broad U.S.
Stock M arket, so Large and Small Cap included was up over 25% percent for
calendar year 2021. Most areas of the stock market were International Stocks
lagged Domestic S tocks a bit. Emer ging markets actually were slightly negative on
the period, and then again the big story in 2021 in terms of challenging markets was

the Fixed | ncome matim&hottoms fov endst yeldsaahd wa $alw some
rising yield environments that created s ome negative returns in the fixed income
marketplace. But you can see the Aggregate Index is the broad proxy for U.S. Fixed
Income it was negative 1.5% percent for the year.

Now if you look at the average five (5), ten (10) and fifteen (15) year return s on the far

right, we have some really strong numbers, as again wedve had,

market here. You know the five  -year return on U.S. Equities broadly based is about

18% percent on average over the last five (5) years and that includes a ne  gative 2018
year . So itds always important to keep in
seen when wed6re tal ki ngurrentperformange@siwelk now t he
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Resulting Investment Returns

Equity finished strong, while Fixed Income struggled

Equity Fixed Income
: US Stcj":k returns posted exceptional results, outpacing *  The Federal Reserve held short-term interest rates constant in
international stocks for the year. 2021.
*  large Cap outpaced Small Cap with both showing positive *  However, four rate hikes are currently projected for 2022.

returns.
*  Spread sectors outperformed the Bloomberg Aggregate in 2021,

* Emerging markets underperformed their developed and the yield curve steepened relative to 2020.

counterparts largely due to fourth quarter volatility.
P Rl 9 Ré Cash returns declined throughout the year.

*  The long-term returns of U.S. stocks have been strong and
have materially outpaced International stocks and bonds
over five-, ten- and fifteen-year periods. [ ——T——
Five Years ~ Ten Years 15 Years

2008 | 2009 | 200 | 200 | 202 | 2003 | 2004 | 2005 | 2006 | 2007 | 208 | 2009 | 200 | 2020 |SUPSUIRENTEREITE
Broad U.S Stock Market
Russell 3000 index (37.31) 2834 16.93 1.03 16.42 3355 1156 0.43 1274 1113 (5.24) 3102 087 | 25.66 A 1630 1059
Large Cap U.S. Stocks
S&P 500 (37.00) 1647 15.06 FALl 16.00 3239 13.69 138 11.96 11.83 4.38) 3149 18.40 28.71 5 10.66
g Small Cap U.S. Stocks
I.IU.I- Russell 2000 indesx. 33.79) mi7 26.85 4.18) 1635 3881 489 (4.41) 2131 1485 (rony 1552 19.96 14.82 8.9
MNen- U.S. Stock Markets
MSCI EAFE US$ (43.38) 378 75 (1214 17.32 2278 (490) (0.81) 100 25.03 (1279 2.0 782 11.26 380
MSCI Emer Markets (53.18) | 7902 1920 | (1817) 18.63 2m (182 | (1460 160 TS| (1415 13.90 169 | (2.22) 480
Fixed Income Markets
Q
E BB Aggr Bord 524 593 654 784 421 (2.02) 537 0.55 245 354 0ol 8mn 751 | (1.54)
_E FTSE Mon-USD WGBI (AN} 433 511 517 151 (4.58) (268) (5.54) 1.80 1033 (1.82) in 1078 {9.68)
-§ Cash Market
s 0 Day T-Bill 206 021 013 o.lo ol o7 0.03 005 033 0.88 187 b ] 06T 0.05
Capital Cities
U.S. Treasury Yield Curves
The yield curve shifted up in 2021, but remains below historical levels
5.0 -
45 - * Interest rates generally rose
’ across maturities as the US.
4.0 - Treasury Yield shifted upwards
35 during 2021.
:\? 3.0 4 * Short-term rates were constant
; 25 (0.00% - 0.25%) throughout the
T year as the Fed Funds rate
= 2.0 remained unchanged.
1.5 1 .
* The 10-Year U.S. Treasury yield
1.0 1 ended the year 59 bps higher
05 - than 2020.
0.0 1
3 mo lyr 2yr 3yr Syr Tyr 10yr  30yr
s 202 | = == 2020 2018 == == 2010 == == 2007
Maturity
Capital CitieS  smeneo ‘
On page 5 (see above) | just want to update you on where yields stand. T his is a

Treasury Yield curve chart, just to remind you what this depicts, it shows you

different interest rates for different maturities of U.S. Treasuries. And you can plot

this at different points in time and it gives you a broad basis for what the pri ce is for

credit markets at any given ti me. The two I|ine
quickly, are the dotted blue and the orange. The dotted blue was where we ended
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2020, and the orange is 2021, and you can see a shift upwards and yields and so
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The COVID-19  pandemic  strongly
impacted the global economy in March
2020.

Governments and Central Banks
responded with unprecedented monetary
and fiscal stimulus.

Stimulus has dampened market impacts
caused by variants and rising cases.

Returns

-15%

Global Markets - MSCIACWI returns

Capital Cities

Dec-19 Mar-20  Jun-20  Sep-20 Dec-20 Mar-21  Jun-21  Sep-2l

Source: |PMorgan Guide to the Markes

Diec-21

COVID-19 and Market Volatility

The pandemic’s market impact subsided to end 202 |

Change in confirmed cases and fatalities in the U.S.
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So focusing in on some themes that really impacted 2021, obviously the leading

market theme, or the leading news theme regardless has been Covid
sever al

above)

over the past

mar ket

(see page 6
cycl es

ont

where its impact on the investment markets is starting to wane a bit, and so
obviously when Covid 19 hit in March of 2020.
large drawdowns, but then the governments worldwide stepped in with both

monetary and fiscal sti
news in a manner

var.i
seei

On page 7 (see next page)
indicators , you know come back online.
expenditures.

mul us.

ant s, we
n g , s alBabken wanidg which

And

bi
has been nice.

we are also starting to see

We had a humongous market impact

since then

t of a playboo

wedve
that has been less volatile, you know as we learn about new
have a

k her e

a number of economic

One of these is personal consumption

So that chart at the top right, it just tracks U.S. Expenditures of

citizens and you can see the massive drop down there in the Covid 19 time period,

but we have recovered and spending is kind of back on track with long

averages.
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-term growth

Unemployment levels are reaching very low levels in terms of historic averages. But
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A Year of Recovery

Indicators suggest the economy has recovered

FRED -~

FRED s Pl Caremsmption Epencisi e
* Real Personal Consumption Expenditures (PCE)
is the primary measure of consumer spending on .
goods and services in the U.S. economy. e
¢ Stimulus has spurred PCE to recover during e
2021 and return to pre-pandemic levels. P
L
Civilian Unemployment and Job Openings
160 - - 12000 . .
Massive consumer demand from economic
£ 10000 € stimulus has created historically high levels of job
g 120 - openings.
o 8000 ;
% § * The plethora of job openings has moved civilian
= B0 6000 =2 .
g "}_T unemployment to pre-pandemic levels.
o
5 4000 3
é 4.0 E
= 2000 3
(%]
0.0 T T T T 0
MNov-01 Mov-05 Mov-09 Mov-13 Mov-17 Mov-21
Recession Unemployment (U3) Job Openings {Monfarm)
Capital CitieS  wene ‘
A year of recovery comes with consequences

Consumer Price Index (CPl) measures

f the

change in  out-of-pocket
expenditures in all urban households.

* CPI percent change from one year ago
has surpassed 7%.

* The Federal Reserve's year-over-year
inflation target is 2.0%.

o
* The nominal 10-year Treasury was

yielding 1.5% on December 315

* The real |0-year Treasury was yielding .,

-3.5% on December 315t

Capital Cities

Source: |PM guide to the markets, FRED

Nominal and real U_S. 10-year Tre asury yields

Maminal 10ysear U.S. Treasury yiakd

Sep. 30, 1881
16.84%

Avaragn
[1358 - ¥TD 2024) Dee. 34, 2024
Waminal yiaids B 5%
Rmal yislds 2% a.45%
Infa tion 3,62% 4.96%

[
2

Dac. 31, 2021
1.81%

Real 10-yaar U.5. Treasury ylold

So on page 8 (see above) you know we have to mention inflation, this is kind of the
cost of that financial, or fiscal and monetary stimulus that Central Banks and

Governments acrossth eglobe haveéhave
this is kind of the byproduct a little
can see if you been following the news, you know that inflation has spiked in the
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year. We saw levelsthat we hadnodt seen since the 7006s and 8
print, and then so this is going to again be a topic that continues on into 2022.

Looking ahead to 2022 and the Fed

Policies turn hawkish in 2022

Fadaral funds rate axpactations
FOME ard market axpectaticns for e faderal fnds mte

* The Federal Reserve announced a taper = real ) FOMG Doceriber 221 forecasts
of current asset purchases, ending in

March 2022.

L

. A0, 4% 40 &8 40 23 20 18
Unemployment rate, a0 43 35 33 an 40
Headlie PCE mfaton 401080 33 28 23 23 20

* The Federal Reserve forecasted a four-

time rate hike in the Federal Funds rate
in 2022.

*  Short-term Treasuries are correlated to

the Federal Funds rate. ';fl“'w\lﬁl
\ L

* An increase in the Federal Funds rate ' ‘.I‘I _;ﬁ'ﬁ'-ﬁl

could create fixed inceme volatility. . \ !_!:}-' ‘uh'll

-+ rf 1

* Potential short-term  volatility s \. *“ |'|I‘. N

necessary for long-term real yields. : -k_"g\ IP‘_:.-’ |th' r"_/f "\:.g

u'k"_‘\“l ,"r \\Il ; 7 Sy
I'iL. e~ _"“‘:I:f'y : \_____g

Capital Cities ‘
Source: FRED, |PMorgan Guide to the Markets

On the next page, (see above page 9) you can see what we think the Fed is going to
do to combat inflation. And that is that wedre expecting
hawki s h. This isnodot news, this is something
notes, but theydre going to do a ¢ &aobylte emlfof t h
March they will have e nded their asset purchase program, which supports the
economy, but by providing |iquidity purchasing
the |l ikelihood occurrence of several rate hike
a
I

a | o
that

h
ing

the 0% to .25% percentrateon t he Fed fund rate candt wearn
Again wedll have to seiet whads ,halpypte nist avh elnar ge
| ot of the volatility that webdve been sea&ing t
past couple of weeks has beenin  response to that . But, time will tell whether or not

when the actual rate hikes are in place , What happens to the markets.

On page 10 (see next page) again looking ahead, we always like to look at Equity

Market valuations there at the top, they are abov e long term averages historically.

But al so something that wedd also |ike to not [
some really highs that we saw at the beginning of 2021. So relatively speaking

Equities have come down a bit, and again how they will rece ive the news of the rate

hi kes when they come to fruition, wi || be somet hi

‘N

Down at the bottom, thereds also other themes t h:
have midterm elections here in the U.S. that those can always ca use volatility in

mar ket pl aces for various reasons and wedol |l have
come. And weol | al way s boaceres tognw®rmypalbout you kaoavlright

now it seems like the Russian Ukraine topic is starting to gain more stea m and more

SO to say that those events are  unpredictable and  we just have to make that we have

a diversified portfolio in place
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So page 11 (see above) really, you know kind of goes back and shows you we have all

of this market noise. We dr e al ways going to have market noi s:¢
that market noise will mean, or what it will be. But as fiduciaries of these assets,

what we can have is a strong playbook in place that we follow. And thatoés you al
Investment Policy Statement, and so kind of as a post -mortem of this Covid market
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