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Economic Review ± 1st Quarter 2007 
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Fed:  The Committee's most recent official communication acknowledges that 
economic indicators have been mixed, but that the economy seems likely to 
continue to expand.  It also acknowledged that resource utilization, at current 
high levels, has the potential to sustain inflation.  The market is currently 
assigning a better than 50% probability of a Fed ease of 25 bps in September, and 
a similar likelihood for the target rate to be at 4.75% by year-end. 
Inflation :  The FOMC identified inflation, and the risk that it will fail to 
decline, as its most important policy concern.  Despite this concern, the Fed also 
expressed an expectation that inflation will moderate over time.  Inflation, as 
measured by the core PCE deflator, has begun to accelerate again after having 
declined for much of the second half of 2006.  The 6-month annualized rate of 
growth of the deflator rose to 2.3% from 1.9%. 
Economic Growth :  Fourth quarter 2006 final GDP came in at 2.5%, leaving 
the year-over-year change in 2006 at 3.1%.  Excluding the hurricane ªrebuildº 
first quarter level of 5.6%, GDP averaged only 2.3% during the final three 
quarters.  A Bloomberg survey taken earlier this month by 75 economists 
indicates a 2.4% median forecast for GDP in the first quarter of 2007, 
accelerating to 3.0% by year-end.   
Consumer Confidence:  Personal disposable income is up almost 5% on a 
year-over-year basis with personal spending up at a slightly higher level over the
same period.  Employment remains robust and monthly job growth continues to 
expand.  On a broader level, consumer confidence remains near five-year highs.

Employment :  The unemployment rate has remained below 5% for going on a 
year and a half.  The 4.5% unemployment rate seen over the last several months 
was last seen back in the middle of 2001.  Job cuts remain minimal in the 
economy, while nonfarm payroll growth remains solid at between 100 to 200 
thousand jobs per month.  Employment remains one of the strong underpinnings 
to the current level of modest economic growth. 
Housing:   The housing market is at the center of the debate over the future 
direction and magnitude of the growth rate of the U.S. economy.  Even though 
residential construction has slowed, the market for houses has failed to pick up.  
The most recent Case-Shiller home price index report in January showed that 
home prices dropped for the first time in the last six years. 
Corporate Earnings:   With the close of 2006, investors probably just enjoyed 
their last quarter of double-digit corporate earnings growth for a while.  
According to First Call estimates, S&P 500 operating profits will only be growing 
at 3.8%, 3.9%, 4.4%, and 5.9% for the first through fourth quarters of 2007.  This 
dramatic deceleration of earnings comes on the heels of 16 consecutive quarters 
of double-digit earnings growth, one of the strongest runs in U.S. history. 

Gross Domestic Product (GDP)
Quarter-over-Quarter
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Fixed Income Market Summary 
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 Yields across the curve rose between 20 and 30 basis points during the 
month, except for yields inside of six months.  The decline in yields at the short 
end was technically driven as growth in U.S. tax revenue exceeded forecasts, 
thereby reducing the Treasury©s need to borrow in the future.  Rates rose 
materially across the remainder of the curve and reached their highest levels since 
August of last year.  Despite some improvement in the level of inflation, recent 
economic indicators are leading to speculation that economic growth will begin 
to accelerate. 

 The market made a significant shift in its expectations for future Fed policy 
this month.  Prior to the beginning of May, options on Federal Funds futures 
predicted no expectation that the Fed would lift the target rate for overnight 
loans between banks from 5.25% to 5.50%.  The market shifted markedly during 
the month and currently assigns a 41 percent chance of an increase in interest 
rates.  During the same time, expectations for a rate decline in 2007 grew 
dimmer as the probability inherent in options, whereby the Funds rate would 
move to a level below the current 5.25%, moved from 83% at the end of April to 
38% at the end of May. 

 The U.S. Treasury 10-year note is working on its third consecutive year of a 
yield range inside of 100 basis points. The last time the yield range on the 10-
year exceeded a triple digit spread was in 2004 at 119 basis points. 

 The high yield sector bucked the performance trend during May and 
returned 0.75%, while the rest of the major domestic fixed income sectors posted 
negative returns.  On a year-to-date basis, high yield has returned 4.75%, tripling 
the total return of the next best taxable sector, asset-backed securities, which 
returned 1.47%.  While all quality gradations are contributing to the significant 
returns produced from high yield securities, so far this year, CCC-rated securities 
have returned 7.59%, while CC and D (defaulted) securities have returned over 
14%.

 Swap spreads moved wider during the month and now exceed the recent 
highs reported at the end of February, at the time of the subprime scare.  Ten-
year swap spreads ended the month at levels not seen since this time last year.  
Spreads in this maturity range are now 25% higher than they were at the 
beginning of the year. 

 Investment grade credit had a rough month posting a return of -1.00%.  
Heavy supply of $108 billion, the heaviest on record, caused dealer inventories to 
swell and prices to be adjusted accordingly.  Foreigners continue to show strong 
interest in this sector. 

Fixed Income Total Return Performance by Sector
May 2007
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Account Investment Strategy Penn Manor School District General Fund
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Investment Policy Date 
7/12/1999

Portfolio Asset Class 
Fixed

Investment Strategy 
Core Cash Management 

Please advise your Relationship Manager or Client Service contact promptly if a revision has been made to your investment 
policy subsequent to the date shown or in the event of a material change in your current investment strategy. 

Your account's investment policy can be viewed online at www.voyageur.net - Clients Only or 
clients.voyageur.net.  Please contact any of your team members listed on the Contacts page with any questions or comments you may have 

concerning your investment policy or access to our Internet client site.  



Portfolio Asset Allocation Penn Manor School District General Fund 
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Quantity
(Units)

Amortized
Cost

Market 
Value

Book 
Yield

Estimated 
Income 

Percent
Assets 

Cash 12,570,698 12,570,697.68 12,570,697.68 4.72% 593,336.9364.80%
Fixed Income 6,850,000 6,828,610.19 6,829,730.00 5.18% 0.00 35.20%
Total 19,420,698 19,399,307.87 19,400,427.68 4.88% 593,336.93100.00%



Fixed Income Holdings Penn Manor School District General Fund
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Rating 
Purchase 

Date 
Quantity
(Units) Security Description 

Amortized
Cost

Market 
Value

Unrealized
Gain/Loss

Accrued
Income 

Book
Yield

Avg
Life

Mod
Dur

Percent 
Assets

Cash/MMF 12,570,698Cash/Money Market 12,570,697.68 12,570,697.68 0.00 0.00 4.72% 0.00 0.00 64.80%

    -CASH-       
Agency AGY/AGY 09/06/06 1,250,000 FNMA Discount Note 1,248,950.00 1,249,125.00 175.00 0.00 5.04% 0.02 0.02 6.44%
    0.000 06/06/07 313588GN9       

AGY/AGY 01/31/07 600,000 FNMA Discount Note 598,895.00 598,980.00 85.00 0.00 5.10% 0.04 0.04 3.09%
    0.000 06/13/07 313588GV1       

AGY/AGY 09/06/06 1,250,000 FNMA Discount Note 1,246,506.95 1,246,625.00 118.05 0.00 5.03% 0.06 0.06 6.43%
    0.000 06/20/07 313588HC2       

AGY/AGY 07/05/06 3,750,000 FNMA Discount Note 3,734,258.24 3,735,000.00 741.76 0.00 5.28% 0.08 0.08 19.24%
    0.000 06/29/07 313588HM0       
Subtotal 6,850,000 6,828,610.19 6,829,730.00 1,119.81 0.00 5.17% 0.06 0.06 35.20%
Total 19,420,698 19,399,307.87 19,400,427.68 1,119.81 0.00 4.88% 0.02 0.02100.00%



Transaction Detail Penn Manor School District General Fund
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Trade 
Date 

Settlement 
Date 

Trans 
Type 

Quantity
(Units) CUSIP Security Description     

Trans 
Price 

Net
Amount

Trade
Yield

Realized
Gain/Loss

05/31/07 05/31/07 Mature 2,000,000 313588GG4 FNMA Discount Note 0.000 05/31/07 100.000 2,000,000.00  0.00
05/30/07 05/30/07 Mature 1,000,000 313588GF6 FNMA Discount Note 0.000 05/30/07 100.000 1,000,000.00  0.00
05/29/07 05/29/07 Mature 4,000,000 313396GE7 FHLMC Discount Note 0.000 05/29/07 100.000 4,000,000.00  0.00
05/23/07 05/23/07 Mature 1,500,000 313396FY4 FHLMC Discount Note 0.000 05/23/07 100.000 1,500,000.00  0.00
05/23/07 05/23/07 Wdrwl 1,200,000 -CASH- Cash/Money Market     1,200,000.00  0.00
05/16/07 05/16/07 Mature 600,000 313588FR1 FNMA Discount Note 0.000 05/16/07 100.000 600,000.00  0.00
05/09/07 05/09/07 Mature 1,000,000 313396FJ7 FHLMC Discount Note 0.000 05/09/07 100.000 1,000,000.00  0.00
05/09/07 05/09/07 Mature 1,000,000 313588FJ9 FNMA Discount Note 0.000 05/09/07 100.000 1,000,000.00  0.00
05/09/07 05/09/07 Wdrwl 1,750,000 -CASH- Cash/Money Market     1,750,000.00  0.00
05/02/07 05/02/07 Mature 750,000 313588FB6 FNMA Discount Note 0.000 05/02/07 100.000 750,000.00  0.00
Total 0.00



Cash Reconciliation Penn Manor School District General Fund
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Beginning Cash Balance 3,648,611.80
Wdrwl -2,950,000.00
Income 22,085.88
Mature 11,850,000.00
Ending Cash Balance 12,570,697.68



Summary of Portfolio Changes Penn Manor School District General Fund
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Beginning Market Value plus Accrued Income       22,261,916.80

Contributions   0.00     

Withdrawal / Management Fee   (2,950,000.00)     

Total Contributions, Withdrawals, and Management Fee (2,950,000.00)

Interest Received   22,085.88     

Interest Purchased   0.00     

Amortization Change   68,926.36     

  Ending Accrued Income   0.00     

  Beginning Accrued Income   0.00     

Accrued Income Change   0.00     

Total Earned Income     91,012.24

  Ending Market Value 19,400,427.68       

  Ending Book Value (19,399,307.87) 1,119.81     

  Beginning Market Value 22,261,916.80       

  Beginning Book Value (22,258,295.63) 3,621.17     

Change in Unrealized Gain/Loss   (2,501.36)     

Realized Gain/Loss   0.00     

Change in Market Value     (2,501.36)

Total Investment Change       (2,861,489.12)

Ending Market Value plus Accrued Income       19,400,427.68



Amortization Reconciliation Penn Manor School District General Fund
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Purchase 
/ Sale 
Date 

Quantity
(Units) Security Description 

Ending 
Market 
Value

Original
Cost

Beginning
Book 
Value

Principal
Purchased 

Current
Month
Am/Ac

Principal
Received 

Realized
Gain/Loss

Ending 
Book 
Value

Unrealized 
Gain/Loss

12,570,698.00Cash/Money Market  12,570,697.68 12,570,697.68 3,648,611.80 8,922,085.88 0.00 0.00 0.00 12,570,697.68 0.00

       -CASH-            
09/06/06 1,250,000.00 FNMA Discount Note  1,249,125.00 1,202,400.00 1,243,525.00 0.00 5,425.00 0.00 0.00 1,248,950.00 175.00

   0.000 06/06/07 313588GN9            
01/31/07 600,000.00 FNMA Discount Note  598,980.00 588,695.00 596,260.00 0.00 2,635.00 0.00 0.00 598,895.00 85.00

   0.000 06/13/07 313588GV1            
09/06/06 1,250,000.00 FNMA Discount Note  1,246,625.00 1,200,049.31 1,241,092.71 0.00 5,414.24 0.00 0.00 1,246,506.95 118.05

   0.000 06/20/07 313588HC2            
07/05/06 3,750,000.00 FNMA Discount Note  3,735,000.00 3,625,745.02 3,717,430.84 0.00 16,827.40 0.00 0.00 3,734,258.24 741.76

   0.000 06/29/07 313588HM0            
07/07/06   FHLMC Discount Note    998,685.00 0.00 1,315.00 1,000,000.00 0.00 0.00 0.00

   0.000 05/09/07 313396FJ7            
09/06/06   FHLMC Discount Note    1,495,160.42 0.00 4,839.58 1,500,000.00 0.00 0.00 0.00

   0.000 05/23/07 313396FY4            
07/05/06   FHLMC Discount Note    3,983,315.74 0.00 16,684.26 4,000,000.00 0.00 0.00 0.00

   0.000 05/29/07 313396GE7            
02/26/07   FNMA Discount Note    749,785.00 0.00 215.00 750,000.00 0.00 0.00 0.00

   0.000 05/02/07 313588FB6            
11/29/06   FNMA Discount Note    998,732.50 0.00 1,267.50 1,000,000.00 0.00 0.00 0.00

   0.000 05/09/07 313588FJ9            
01/31/07   FNMA Discount Note    598,634.67 0.00 1,365.33 600,000.00 0.00 0.00 0.00

   0.000 05/16/07 313588FR1            
01/05/07   FNMA Discount Note    995,845.28 0.00 4,154.72 1,000,000.00 0.00 0.00 0.00

   0.000 05/30/07 313588GF6            
08/16/06   FNMA Discount Note    1,991,216.67 0.00 8,783.33 2,000,000.00 0.00 0.00 0.00

   0.000 05/31/07 313588GG4            
Total 19,400,427.68 19,187,587.01 22,258,295.63 8,922,085.8868,926.36 11,850,000.00 0.00 19,399,307.87 1,119.81



Income Reconciliation Penn Manor School District General Fund
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Purchase 
Date 

Sale
Date CUSIP 

Quantity
(Units) Security Description 

Coupon
Rate 

Maturity 
Date 

Beginning
Accrued 
Income 

Current 
Month

Int. Earned
Interest 

Purchased 
Interest 

Received 

Ending 
Accrued 
Income 

    -CASH-  12,570,698.00 Cash/Money Market      0.00 22,085.88 0.00 22,085.88 0.00
09/06/06   313588GN9  1,250,000.00 FNMA Discount Note  0.000 06/06/07 0.00 0.00 0.00 0.00 0.00
01/31/07   313588GV1  600,000.00 FNMA Discount Note  0.000 06/13/07 0.00 0.00 0.00 0.00 0.00
09/06/06   313588HC2  1,250,000.00 FNMA Discount Note  0.000 06/20/07 0.00 0.00 0.00 0.00 0.00
07/05/06   313588HM0  3,750,000.00 FNMA Discount Note  0.000 06/29/07 0.00 0.00 0.00 0.00 0.00
07/07/06   313396FJ7    FHLMC Discount Note  0.000 05/09/07 0.00 0.00 0.00 0.00 0.00
09/06/06   313396FY4    FHLMC Discount Note  0.000 05/23/07 0.00 0.00 0.00 0.00 0.00
07/05/06   313396GE7    FHLMC Discount Note  0.000 05/29/07 0.00 0.00 0.00 0.00 0.00
02/26/07   313588FB6    FNMA Discount Note  0.000 05/02/07 0.00 0.00 0.00 0.00 0.00
11/29/06   313588FJ9    FNMA Discount Note  0.000 05/09/07 0.00 0.00 0.00 0.00 0.00
01/31/07   313588FR1    FNMA Discount Note  0.000 05/16/07 0.00 0.00 0.00 0.00 0.00
01/05/07   313588GF6    FNMA Discount Note  0.000 05/30/07 0.00 0.00 0.00 0.00 0.00
08/16/06   313588GG4    FNMA Discount Note  0.000 05/31/07 0.00 0.00 0.00 0.00 0.00
Total 0.00 22,085.88 0.00 22,085.88 0.00



Disclaimer   
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This performance evaluation is provided as a service enabling you to review your overall securities positions on a periodic basis.  This evaluation should not be construed as a substitute for 
your custodian statement.  All material presented is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed.  The security valuations contained in this 
evaluation have been obtained from reliable sources.  They do not, however, represent guaranteed bids, offers, or markets for securities, and are subject to change.  The prices, yields, and 
maturities have been obtained from sources believed to be reliable, but the data is not necessarily complete, the reliability cannot be guaranteed, and the availability of specific issues is 
subject to change. 

The performance figures in this report represent the past performance of your account and do not guarantee future results.  Gross performance returns for the account will be reduced by 
management fees and any other expenses incurred in the management of the account.

Please advise your Relationship Manager or Client Service contact promptly in the event of a material change in your investment strategy. 

Taxable clients are advised to consult with their tax advisor to determine the actual basis to use in tax reporting, as well as with any questions concerning the tax impact of gains or losses 
on securities or income earned in your account. 

Sources of Information:  Bloomberg, The Yield Book, FT Interactive Data, Portia, State Street Bank and Trust Company, and various other sources from time to time, as may be 
referenced on the report page of their use. 

Portfolio Analytic data such as Market Yield, Average Life, Modified Duration and Effective Duration provided by The Yield Book where available. 

Offer of Form ADV 

Rule 204-3 of the Investment Advisers Act of 1940 requires all Investment Advisers to deliver annually, or offer to deliver annually, without charge, Form ADV, Part 
II, to the client.  Please submit your written request for Voyageur Asset Management Inc.'s Form ADV, Part II, to your Relationship Manager or Client Service 
contact.  Form ADV, Part II, will be mailed within seven (7) days upon receipt of the request. 


