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We rely on 3 Census government products

e Annual Survey of State and Local Government
Finances

e Annual Survey of State and Local Public
Employee Retirement Systems

e Quarterly Survey of Finances of Selected State
and Local Government Employee Retirement
Systems

* I'll focus on the annual and quarterly pension
surveys



Flow of Funds Accounts (FFA) of the U.S.

e Quarterly balance sheets for various sectors of the
economy, including:

> Households

o

Non-financial companies
Government sectors

o

o

Depository institutions
Other financial institutions
GSEs, insurance companies, pension funds

o

e FFAs also track flow of assets and liabilities across
sectors

e Helpful for monitoring and understanding systemic risks



L.119 State and Local Government Emplovee Retirement Funds
Bilhions of dollars; amounts outstanding end of period, not seasonally adjusted

2006 2007 2008 2009 2010 2011
Q1 Q2 Q3
1 Total financial assets Jpge.s 319858 I35 16737 19315 303 301a 6641 1
2 Checkable deposits and currency 13.1 17.9 17.8 17.7 17.3 18.1 17.9 18.9 2
3 Time and savings deposits 08 0.7 0.7 0.7 0.7 0.7 0.7 08 3
4  Money market fund shares 138 124 143 143 139 147 145 152 4
3  Secunty RPs 241 21.7 3.5 235 % 240 237 25.0 3
6  Credit market mstruments 8080 8203 8335 8247 8165 8250 8205 8349 6
T Open market paper 428 384 259 240 24 235 2312 244 T
B Treasury securities 156.2 141.6 146.4 174.5 183.6 1879 186.9 188.7 2
9 Agency- and GSE-backed secuntes 3078 3311 3375 3069 2852 2887 2872 2900 9
10 Mumicipal securities i3 24 14 15 16 16 1.6 1.5 10
11 Corporate and foreign bonds 2834 297.0 3129 3086 3124 3l4.1 j124 3209 11
12 Mortgages 14.4 9.7 94 93 94 92 9.2 93 12
13  Corporate equities 19261 20137 12379 15498 17825 18619 18483 15278 13
14  Mutual fumd shares 2873 2064 181.1 2267 260.8 2724 2704 2235 14
15 Miscellaneous assets 16.3 15.7 15.7 16.2 17.0 17.3 17.3 18.0 15
16 Pension fund reserves (liabilities) (1) J156.6 32979 MILT 217508 M40 3133 31163 ITT4M 16

(1) Equal to the value of nonfinancial and financial assets. These habilities are assets of the household sector.



Policy issues this helps inform

e Retirement savings

> Relative sizes of various retirement sectors in the FFA
State and local government employee pensions ($2.7T)
Private defined benefit plans ($2.1T)
Private defined contribution plans ($3.6T)
Federal government employee pensions ($1.4T)
Individual Retirement Accounts ($4.9T)

* Impact of financial crisis/recession

o Current state and local pension assets down 7% from 2007
$3.2T in 2007> $2.7T in 201 1 g3; decline from stocks and mutual funds

* Public pension investment policy

o Costs/benefits of heavy exposure to risky assets



Future Improvements

o Actuarial liabilities

(@)

(@)

(@)

Currently we do not report actuarial liabilities

Our “liabilities” are just set equal to financial plus real assets
This is b/c we have not had aggregate data on actuarial liabilities
New Census estimates will allow us to add liabilities

Very helpful for tracking funded status; also consistent with
international standards for national accounting

Policy debate over appropriate methodology/discount rate

» Separate estimates for state and local DC plans and
health plans



F.119 State and Local Government Emplovee Retirement Funds
Billions of dollars: quarterly figures are seasonally adjusted annual rates

2006 2007 2008 2009 2010 2011
Q1 Q2 Q3
1  Gross saving 04 0.6 0.7 0.5 0.8 0.5 0.8 0.5 1
I Fized nonresidential investment L0 11 14 0.9 0.7 0.5 0.8 0.5 2
3 Net acquisition of financial assets 45.5 08 170 282 35 481 415 -63.9 3

4 Checkable deposits and currency =27 438 -2 0.0 0.5 35 09 39 4
5  Time and savings deposits 03 01 -0.0 0.0 0.0 01 0.0 02 5
6  Money market fund shares 21 -4 1.9 0.0 04 29 0.8 1 ]
7 Secunty RPs 435 223 1.8 0.0 0.6 47 -12 7
8  Credit market imstruments 1146 123 133 8.8 32 342 .81 575 8
9 Open market paper 16 44 125 . -1.4 46 -1.2 5.0 9
10 Treasury securities 24 -4 48 281 11.1 92 4.0 7.3 10

11 Agency- and G5E-backed secunties 484 233 63 -305 217 141 -6.1 113 11

12 Municipal securities 16 0.8 -1.0 0.0 0.1 02 01 -0.3 12
13 Corporate and foreign bonds 5355 136 159 43 ig 1.0 -6.8 338 13
14 Mortgages -2.0 N 0.3 0.1 0.1 0.8 0.0 04 14
15 Corporate equities -70.0 6.4 1.2 173 258  -B2% 186 -1191 15
16  Mutual fund shares -34 5.2 -1.1 25 38 121 27 -174 16
17 Miscellansous assets 1.0 -0.6 -0.0 0.5 0.7 14 -0.1 23 17

13  Pension fund reserves (liabilities) (1) 46.1 X3 17.7 280 385 481 415 -03.9 18

(1) Equal to the net acquisition of nenfinancial and financial assets less gross saving (line 2 + line 3 - line 1). These liabilities are assets of the household sector.



How we use the Census data in the FFA

* We use the annual survey to benchmark our levels,
making some adjustments:
° Subtract real property
> Adjust bonds to book value (to be consistent with rest of FFA)

> Estimate more detailed asset breakdowns using public pension
Consolidated Annual Financial Reports (CAFRs):

Split “short term investments” into commercial paper, repurchase agreements,
and money market mutual funds

Split “international securities” into stocks and bonds, combine with domestic

Combine stocks, trust investments, other securities, and other investments,
and then split the total across corporate equity, mutual funds, and
miscellaneous assets

* We also use the annual survey to benchmark flows,
using contributions, interest and dividends, payouts, and
expenses



How we use the Census data in the FFA

* We use the quarterly survey to derive quarterly FFA
estimates between annual benchmarks:

> We calculate growth rates from quarterly survey, apply to FFA

> Because the quarterly survey has less asset detail, we make
additional adjustments using the CAFRs:

Split “cash and short term investments” into checkable deposits, time and
saving deposits, commercial paper, repurchase agreements, and money market
mutual funds

Split “Treasury and Agency securities” into Treasuries and Agencies
Split “corporate bonds” into agency-back securities vs. other bonds

Split “total other investments” into real property vs. other investments

> For our purposes, we'd love to see more asset detail, larger sample
sizes, shorter time lags,and DB vs. DC split. And liabilities!



Concluding Thoughts

* We rely heavily (almost exclusively) on Census surveys
for our state and local government sectors

e The Census pension surveys are extremely useful for us
and our users, and will be even more so with the
addition of the liability data

* We would love to see more asset detail, shorter time
lags, and separate estimates for state and local DC plans
and health plans



