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July 2011 Money Market Commentary

Month in Cash: Much ado about nothing 

As of 07-01-2011 
With apologies to Shakespeare, it was mostly much ado about nothing—at least from the standpoint
of the cash market. Despite an exceptionally portentous month for major news stories, short-term
interest rates were little changed over the period, although normal technical factors exerted some
downward pressure on overnight yields as the end of the quarter approached. Haven-buying of
Treasury debt also temporarily pushed repo rates into negative territory due to a shortage of collateral.
Still, no portion of the cash curve between one and 12 months closed more than half a basis point
from where it began, with London interbank offered rate (Libor) yields ranging 0.19% on one-month
paper to 0.73% on 12-month securities.

Certainly, there was no shortage of dramatic economic and geopolitical events to keep investors on
edge. For the second consecutive summer, Greece flirted with default on its sovereign debt, thus
casting a shadow upon some major financial institutions in the euro zone. The looming showdown
between the Obama administration and congressional Republicans over raising the $14.3 trillion 
U.S. debt ceiling also contained key implications for financial markets, as did the conclusion of the
Federal Reserve’s $600 billion second round of quantitative easing, or QE2. Meanwhile, investors
parsed the text of Fed Chairman Ben Bernanke’s press conference in which he seemed to dismiss the
possibility of a “QE3” despite clear evidence that the U.S. economy was in yet another “soft patch.”
Bernanke did acknowledge that the recovery from the 2007-’09 recession was “frustratingly slow”
and revised downward the Fed’s projection for real U.S. economic growth this year to roughly 3%.

No further easing doesn’t mean tightening is nigh
We concur with the Fed’s view that the deceleration in the rate of economic expansion will prove
temporary and that another recession is not on the horizon. Not surprisingly, supply chain disruptions
caused by Japan’s tragic earthquake and tsunami took a bite out of global economic growth, as did
the sharp rise in food and energy prices. Bernanke’s recent assertion that “monetary policy cannot
be a panacea” for all that ails the U.S. economy implies that the Fed believes it has done what it 
can to promote growth and is anxious to normalize monetary policy as conditions warrant. Notably,
policymakers have expressed mild concern over the rise in core inflation this year, though inflationary
expectations remain below what the central bank considers acceptable limits. However, given the
Fed’s overarching desire to avoid a repeat of Japan’s disastrous experience with deflation, benchmark
interest rates probably will not begin moving higher for another two or three FOMC meetings.

Given what we perceive to be a dearth of value across the cash curve, we are focusing new purchases
on short-term securities, which carry less interest rate risk and also provide the liquidity necessary 
to lock in higher yields as they appear. Of course, we are carefully monitoring the events in Greece
given modest positions in some of the European banks that hold at least some Greek government
bonds on their balance sheets. Our analysis indicates that Federated’s exposure of those large financial
institutions is limited, manageable and represents no meaningful threat to the banks themselves or
to our holdings. As always, we will remain vigilant to these and other issues which potentially might
impact the pools, whose creditworthiness remains our highest priority.Treasury Yields as of 6/30/11 3-Month 6-Month 2-Year 5-Year

0.03% 0.10% 0.45% 1.76% 

Libor Rates as of 6/30/11 1-Month 3-Month 6-Month 1-Year
0.19% 0.25% 0.40% 0.73%

Past performance is no guarantee of future results.

Fund Name Ratings Share Class NASDAQ

PRIME

Federated Prime Cash Obligations Fund
AAA Fitch

Aaa Moody’s
AAAm S&P
NAIC List*

IS
IC
SS

PCOXX
PCCXX 
PRCXX

Federated Prime Management Obligations Fund N/A
IS
IC
SS

PMOXX
PICXX 
PSSXX

Federated Prime Obligations Fund
AAA Fitch

Aaa Moody’s
AAAm S&P
NAIC List*

IS
SS
TR

POIXX
PRSXX
POLXX

Federated Prime Value Obligations Fund A Moody’s
NAIC List*

IS
IC
SS

PVOXX
PVCXX
PVSXX

GOVERNMENT

Federated Government Obligations Fund
AAA Fitch

Aaa Moody’s
AAAm S&P
NAIC List**

IS
IC
SS
TR

GOIXX
GOCXX
GOSXX
GORXX 

Federated Government Obligations 
Tax-Managed Fund

AAAm S&P
Aaa Moody’s
NAIC List*

IS
SS

GOTXX
GTSXX 

TREASURY

Federated Treasury Obligations Fund
Aaa Moody’s
AAAm S&P
NAIC List**

IS
IC
SS
TR

TOIXX
TOCXX
TOSXX
TOTXX

Federated U.S. Treasury Cash Reserves
Aaa Moody’s
AAAm-G S&P

NAIC List**

IS
SS

UTIXX
TISXX

MUNICIPAL

Federated Municipal Obligations Fund A Fitch
NAIC List*

IS
IC
SS

MOFXX
MFCXX
MOSXX

Federated Tax-Free Obligations Fund
AAA Fitch

Aaa Moody’s
NAIC List*

IS
SS

TBIXX
TBSXX



Views are subject to change based on market conditions and other factors. These views should not be construed as a recommendation for any specific security 
or sector.
London Interbank Offered Rate (Libor): The rate at which banks can borrow funds from other banks in the London interbank market. The Libor is fixed on a 
daily basis by the British Bankers Association and acts as a benchmark for other short-term interest rates.
The cash-yield curve is a graph showing the comparative yields of securities in a particular class according to maturity. Securities on the long end of the yield curve 
have longer maturities.
*This fund is on the National Association of Insurance Commissioner’s list as a Class 1 listing. This designation denotes that the fund meets certain quality and pric-
ing guidelines such as: a rating of A or better by a Nationally Recognized Statistical Rating Organization (NRSRO), maintains a constant NAV $1.00 at all times,
allows a maximum seven-day redemption of proceeds, invests 95% in U.S. government securities or securities rated in the highest short-term rating category by an
NRSRO, or unrated securities determined by the fund’s board to be of comparable quality or other registered money market funds or collateralized repurchase
agreements with the remaining 5% in Second Tier securities from Rule 2a-7. This is subject to an annual review.
**This fund is on the National Association of Insurance Commissioner’s list as a U.S. Direct Obligations/Full Faith & Credit listing. This designation denotes that 
the fund meets certain quality and pricing guidelines such as: a rating of AAA or Aaa by a Nationally Recognized Statistical Rating Organization (NRSRO), 
maintains a constant NAV $1.00 at all times, allows a maximum seven-day redemption of proceeds, invests 100% in U.S. government securities. This is subject 
to an annual review.
1As of 3/31/11.
An AAAm rating by Standard & Poor’s is obtained after S&P evaluates a number of factors, including credit quality, market price exposure, and management. 
Money market funds rated Aaa by Moody’s are judged to be of an investment quality similar to Aaa-rated fixed income obligations, that is, they are judged to be 
of the best quality. Money funds rated A by Moody’s are judged to be of an investment quality similar to A-rated fixed income obligations; that is, they are judged 
to possess many favorable investment attributes and are considered as upper-medium-grade investment vehicles. Fitch’s money market ratings are an assessment 
of the safety of invested principal and the ability to maintain a stable value of the fund’s shares. Ratings are based on an evaluation of several factors, including 
credit quality, diversification, and maturity of assets in the portfolio, as well as management and operation capabilities. Ratings are subject to change and do not 
remove market risk. For more information on credit ratings, visit standardandpoors.com, v3.moodys.com and fitchratings.com.
An investment in money market funds is neither insured nor guaranteed by the Federal Deposit Insurance Corporation or any other government 
agency. Although money market funds seek to preserve the value of your investment at $1.00 per share, it is possible to lose money by investing in
these funds.
This must be preceded or accompanied by a prospectus for the funds named. Income from municipal funds may be subject to the federal alternative minimum tax
and state and local taxes.
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Federated knows...

Stability
Ranks as a leading global investment manager with approximately $355 billion in assets under management,1

delivering competitive and consistent results since 1955 and fostering growth by reinvesting in the company

Investment Solutions
Offers broad product lines spanning domestic and international equity, fixed income, alternative and
money market strategies with the goal of long-term, consistent, competitive performance

Diligence
Takes the long view, believing that doing business the right way over time will present opportunity
for future growth


