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INVESTMENT POLICY AND OBJECTIVES

WHO NEEDS ONE?

ORC  Requirements Beyond CD’s and STAR OHIO

1. Creates positive climate for constructive dialogue.

2. Helps to explain to interested parties, the basis upon how the balances 

are being invested.

3. Leads to better understanding of financial consequences of investment 

decisions.

4. Provides a businesslike disciplined approach.
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THREE  STEP  PROCESS 

1.     Knowledge of Ohio Revised Code, Eligible Investments.

Economic and Political Factors.

Liquidity and Cash Needs.

Attitudes Towards Risk and Investment Style.
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(Continued)

2.     OBJECTIVES

Objectives are the QUANTITATIVE aspects of this process.

They are goals that one hopes to reach over a period of time.

These objectives may or may not be met, however, they serve as a tool in 

evaluation of performance.

EXAMPLES:

Are investments available for sale prior to maturity?

What level of diversification is desired?

Is there any restriction on turnover rate?

How important is liquidity?

Is capital appreciation to be considered?

What level of income is required?

With whom do we transact?
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THREE  STEP  PROCESS

(Continued)

3.     Investment policy is the QUALITATIVE side of the equation.  

It provides direction and guidance for the achievement of the objectives. 

The Ohio Revised Code will guide the bulk of this policy, however, 

parameters of duration related to risk tolerances should be essential.

With a determined effort of developing the check and balance of an 

investment objective and policy, the result should be a clear and precise 

idea as to the direction of the portfolio, investment psyche and risk 

adversion.  
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HOW TO EVALUATE RISK?

BLOOMBERG FINANCIAL DEFINITION

DURATION:

“The weighted average maturity of the security’s cash flows, where the 

present values of the cash flows serve as the weight’s.  The greater the 

duration of a security, the greater its percentage price volatility.”
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SPREAD

“AN EVALUATION OF RISK”

1. Imperative to know United States Treasury yield curve. 

2. Debt instruments based on spread to treasuries, including Bank CD’s

EXAMPLES:
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