Q2 2017 Earnings Call

The City of Chicago: Investing in Our Chicago

AUGUST 29, 2017
City Treasurer Kurt Summers
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BEFORE WE GET STARTED

Audio

Participants can hear the call through the computer or over the phone; you don’t have
to be on both to hear the presentation. You do need to be registered online to view

the webcast.

Q1 2017 Earnings Call

The City of Chicago: Economic Resiliency in the
Face of Government Uncertai

nty

Need Help?

If at any time during the call you need assistance, please call 312-744-5800 or email
Konstantinos.Alonistiotis@cityofchicago.org /A

Questions

Have a question? At any time during the presentation, type in your question by
clicking “Q&A.” There will be time allotted for Q&A at the end of the call.
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WELCOME AND PURPOSE

—| Transparency
q This 1s the 10th Quarterly Earnings Call since Treasurer Summers took office. It is open to the public, the City Council,

and anyone interested in Chicago’s investment portfolio performance.

(: Ovtreach & Advocacy

... During the Treasurer’s 77 visits to Chicago’s 77 neighborhoods, residents voiced their need to be regularly engaged in
o

: .l' our outreach and advocacy efforts. This is an opportunity to learn about our CTO initiatives.

Best Practices

As the primary investment manager for the City of Chicago, the Treasurer seeks to be held as accountable as any other
investment management firm is to their investors. This call is shaped after reporting done by the nation’s largest

investment managers and public companies.

—~y [nformation & Action
Q The call will provide an overview of the national economy and Chicago's current fiscal landscape, as well as outline the

economic impact of investing in our communities.

TELE



AGENDA

01 12:00 - 12:05 PM 05 12:20 - 12:30 PM
Introduction, Purpose of Call, Agenda Chicago Industrial & Housing Market
Overview

12:05 - 12:10 PM 06 12:30 - 12:40 PM
Special Guest: Chang Suh

National Economy

03 12:10 - 12:15 PM 07 12:40 - 12:45 PM
Chicago Economy Q&A

12:15 - 12:20 PM
04 CTO Investment Portfolio Update



NATIONAL ECONOMY

US Consumer Price Index (%
Change, YoY, Annualized)

Real GDP (% Change, Annualized)
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May 2017
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Q2 2017
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IMF Expected Growth Rates

Unemployment Rate (Adjusted)

Developing Econ.

. Updated

Previous 2017
2017 Forecast

Forecast
Global Economy 3.5% 3.5%
U.S. Economy 2.3% 2.1%
Advanced Econ. 2.0% 2.0%
Emerging/ 4.5% 4.6%
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Sources: International Monetary Fund, Bureau of Economic Analysis, Bureau of Labor Statistics, Bloomberg EHPIUS Index
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NATIONAL ECONOMY: FIXED INCOME

US Interest Rates
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CHICAGO ECONOMY

Unemployment Rate (Adjusted)

Real GDP (% Change, Annualized)

April 2017 May 2017 June 2017 Q32016 Q4 2016 Q12017
4.3% 4.3% 4.4% 0.9% 1.7% 0.9%
Chicago Business Barometer 290 Patents
70 2016-2017 65.7 City of Chicago, 2016-2017
' 200
60 180 162
56.8 160
141
>0 140
120
0
Jun| Jul |/Aug|Sep|Oct Nov|Dec |Jan Feb|Mar|Apr May|Jun 100

2016

2017

Sources: Bureau of Economic Analysis, Bureau of Labor Statistics, World Business Chicago, ISM Chicago

2016

Jun| Jul |Aug | Sep | Oct |Nov|Dec | Jan | Feb |Mar|Apr |May| Jun

2017

* %k ok B



AGENDA

01
02
03

12:00 - 12:05 PM
Introduction, Purpose of Call, Agenda

12:05 - 12:10 PM
National Economy

12:10 - 12:15 PM
Chicago Economy

12:15-12:20 PM

CTO Investment Portfolio Update

05
06
07

12:20 - 12:30 PM
Chicago Industrial & Housing Market
Overview

12:30 - 12:40 PM
Special Guest: Chang Suh

12:40 - 12:45 PM
Q&A



CTO INVESTMENT PORTFOLIO UPDATE
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Portfolio Asset Allocation By Market Value

| B

» 2015 (Q2) 2015 (Q2, 2016 (Q2) 2016 (Q2) 2017 (Q2) 2017 (Q2)
US Treasury $93,452,746 1.63% $20,000,000 0.32% $45,816,290 0.62%
CD $5,209,528 0.09% $150,000,000 2.38% $0 0.00%
m Agency Bonds $3,377,758,973 58.80% $1,414,335,000 22.47% $1,632,210,689 22.01%
@ Municipal Bonds $494,822 221 8.61% $925,724,000 14.70% $1,201,452 338 16.20%
m Corporate Bonds $411,380,396 7.16% $1,541,891,000 24.49% $1,374,528 258 18.54%
m Commercial Paper $345,661,128 6.02% $881,614,000 14.00% $746,729,278 10.07%
m Money Market $504,225,254 8.78% $917,372,116 14.57% $2,150,300,265 29.00%
Cash $511,745,221 8.91% $444,734,956 7.06% $264,557,679 3.57%
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CTO INVESTMENT PORTFOLIO UPDATE

Overall Rating

AA

Avg. Current Yield

Average Modified Duration (Years) 2.63*
Average Effective Duration (Years) 2.55%
Portfolio Statistics
values Bond Operating Operations Long-Term Wholg
Proceeds Reserves Reserves Portfolio
Unique Position Count 382 94 33 48 539
1.2 2.64 0.54 3.32 1.46

Portfolio Holding By

Market Value

$3,402,684,443

$1,300,535,624

$2,049,484,790

$662,889,938

$7,415,594,797

Total Earnings

$16,721,960

$18,473,939

$5,002,636.90

$12,826,841

$53,025,378

Source: Office of City Treasurer

*These numbers do not include $264 million in cash or $2.15 billion in money markets.
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CHICAGO INDUSTRIAL MARKET OVERVIEW

“More than 71 companies expanded or relocated in Chicago region in the first
quarter ot 2017.”

* Auto Manufacturing: Chicago specializes in
motor vehicle parts manufacturing, which

added 425 jobs from 2015 to 2016.

* Biotechnology: Biopharmaceutical companies

in Chicago received $65 million in venture
capital 2016.

* Fintech: 20 financial technology companies
raised $451 million in capital in 2016.

* DBraintree, a credit-card software company
based in Chicago, recently announced a

plan to add 360 jobs

Source: Forum for Sustainable and Responsible Investment Foundation

Pharmaceutical Manufacturing Employment
(2016, thousands)
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CHICAGO INDUSTRIAL MARKET OVERVIEW

“At the end of Q2 2017, 39 industrial construction projects, for a total of 15.5
million sq. ft, were under construction. That total is more than double the 10-year
average of 7.3 million sq. ft.”

Construction Activity in the Chicago Industrial

ft. completed during Q2 2017.

e 28™ consecutive quarter of positive Market Remains Strong
net absorption B Net Absorption B Construction Completions (YTD) ® Under Construction
20
» Availability rate 240 bps below 10- & s ,
o
year average 10 '
0
e 14 projects, totaling 4.1 millionsq. = 5 I I I I .I
0
I
I

S)
2013 2014 2015 2016 2017  Annudl
YTD Avg
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Source: CBRE Chicago Industries, 2017 Q2 Industrial Marketview



CHICAGO INDUSTRIAL MARKET OVERVIEW

“ITransportation & Logistics led the list of the top 25 user sales and leases signed

during Q2 2017 and accounted for 1.3 million sq. ft. from seven deals, making up
29% of the total 4.9 million sq. ft.”

Industries of Top 25 Q2 2017 User Sales and Leases Transactions

| Transportation / Logistics
m Manufacturing
Food
M E-Commerce
M Life Sciences
Paper, Pulp, Packaging & Printing

Wholesale
2%

Warehousing / Storage
Xk ok [

Source: CBRE Chicago Industrial, Q2 2017



Affordable Housing: Chicago

. . . Rent affordable with full-time job paying H
e In Illinois, the Fair Market Rent minimum wage $533
(FMR) for d tWO_bedroom Rent affordable at 30% of AMI - $577
ap artment 15 $ 1 ’ 1 76 ) Rent affordable with full-time job paying _ )
mean renter average _ 1886

e 2.2 Number of Full-time Jobs At :

L. Rent affordable at area median income _ 51 023
Minimum Wage Needed To (am) '
Attord a 2-Bedroom Unit (at Two bedroom FMR F $1,176
FMR) slo 55.00 $1,(I)OO $1,500 $2,000 $2,500

e 682 additional hours (33% STATE FACTS
. d d f h 1 Minimum Wage $10.25*
mcrease) neeac Oor an° our Y Average Renter Wage $17.03
wage earner to afford 1 two— 2-Bedroom Housing Wage $22.62
Number of Renter 1,074,237
bedroom apartment. Households
Percent Renters 36%
oKk ox D

Source: National Low Income Housing Coalition, JP Morgan Chase &Co. Out of Reach Report 2016
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Overview of AFL-CIO (HIT)

The AFL-CIO Housing Investment Trust (HIT) is a fixed-income investment company registered
with the Securities and Exchange Commission.

e The HIT manages over $6 billion in assets for approximately 390 investors, which include union
and public employee pension plans.

e The HIT invests primarily in government and agency insured and guaranteed multifamily mortgage-
backed securities.

e The HIT is one of the earliest and most successful practitioners of socially responsible, economically
targeted investing, with a track record of over 30 years.

* The investment objective of the HIT is to provide competitive returns for its investors and to promote
the collateral objectives of constructing affordable housing and generating employment for
union members in the construction trades and related industries.
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HIT Chi | tment Hisi

The HIT has invested $514 million in 41 projects with total development investment of over $1.1
billion in Chicago since 1988. The impact has been significant!:*

« $2.1 billion in total economic benefit

e $781 million in total personal income including salaries and benetfits

¢ 13,500 total jobs across industry segments

* 6,850 union construction jobs

e $106 million in state and local tax revenue & $156 million federal revenue generated

Over the past 10 years, the HIT invested $192 million in 10 projects in Chicago for $494 million in
total development investment creating 2,500 construction jobs?.

* Economic impacts provided by Pinnacle Economics are estimates calculated using an IMPLAN input-output model based on HIT project data.
!Data in 2016 dollars. Data current as of June 30, 2017.
2 Data in nominal dollars Data current as of June 30, 2017.
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Recent HIT Chicago Investments

Kenmore Plaza West Town Preservation Apartments
e $22.9 million HIT commitment e  $60.4 million HIT commitment

e 324 units of affordable, senior housing e 318 aftfordable housing units, across 68 properties

e 112 construction jobs * 540 construction jobs expected

e $60.7 million total development cost o $121.1 million total development cost




Chicago Area Pipeline

« HIT continues to develop a robust pipeline of Chicago
investments through its partnerships with multiple sources,
including:

O The Chicago Housing Authority (CHA,
O The Illinois Housing Development Authority JHDA,
0 Local mortgage bankers

0 Developers/Sponsors
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DEBRIEF AND CLOSING

FOLLOW US

Twitter:(@kurtasummers
Facebook: /chicitytreasurer

BECOME A
THOUGHT LEADER

Interested in joining our
Thought Leaders program?
Email us at Sheena. Patton(@
cityofchicago.org.

SHARE

[nvite friends and family to
join our next call.

FEEDBACK

Let us know what you
thought of our call by
emailing city.treasurer@
cityofchicago.org.
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THANK YOU FOR JOINING
%k %
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DISCLAIMER

PLEASE NOTE:

This presentation has not been prepared to give information for making decisions on
buying or selling securities and should not be relied upon by investors in making
investment decisions.

With respect to any bonds, notes, or other debt issued by the City of Chicago, please

refer for information only to the City’s disclosure documents and continuing disclosure
filings for such bonds, notes, or other debt obligations.
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