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To :   Cash  Managem en t  Po licy Board  

From :   J enn ife r Appel, Kevin  Leo nard  & J onovan  Sackey 

Date :  October 22, 2025 

Subject :  Delaw are  Budge t  Reserve  Account  Rese rve  Analys is  

 
Background   
NEPC was  asked  to  upd ate  the  Delaware  Budget Rese rve  Account (Rain y Day Fund) an a lys is  to  
ensure  tha t an  adequate  reserve , o r cush ion , above  the  s ta tu to rily requ ired  am ount was  m ain ta in ed .  
The  m in im u m  am ount tha t m us t be  m ain ta in ed  in  the  Budget Reserve  Acco unt fo r Fisca l Yea r 2026 
is  $366,545,000, which  is  an  increase  o f $17,825,000 from  the  Fisca l Year 2025 leve l o f $348,720,000.  
Based  on  the  ana lys is  from  las t year’s  Budget Res erve  Account ana lys is , n o  add itiona l rese rve  o r 
cush ion  was  needed  fo r Fisca l Yea r 2025. 

Cons is ten t with  p reviou s  reviews , J P Mo rgan  and  NEPC prepared  an a lyses  tha t cons idered  
increases  in  in te res t ra te s  and  o ther m arke t shocks .  The  resu lts  o f these  separa te  ana lyses  a re  
p resen ted  in  the  subsequen t section  and  resu lt in  a  recom m endation  fo r cons idera tion  by the  Cash  
Manag em ent Po licy Boa rd . 

Analys is  
J P Morgan  prepared  the  fo llowing  ana lys is  o f the  reserve  based  upon  in te res t ra te  increases  o f 
0.25%, 0.50%, and  1.00%.  

NEPC conducted  a  second  ana lys is  us ing  NEPC’s  Sep tem ber 2025 Capita l Marke t Assum ptions  to  
de te rm ine  expected  vo la tility and  confidence  in te rva ls . The  ana lys is , p res en ted  be lo w, shows  a  
“Gross  Decline” , which  m irro rs  the  J P Mo rgan  ana lys is  as  it p resen ts  the  im m edia te  resu lts  o f a  
m arke t shock, and  the  “Net Decline” , which  p resen ts  the  resu lts  (ga in  o r lo ss ) one-year fo rward  – 
accounting  fo r the  yie ld  accrued  on  the  portfo lio  during  tha t tim e . 

Sta te  o f Delaw are  
Budget  Rese rve  Account  “Rain y Day Fund”  

Data  as  o f Sep tem ber 30, 2025 
 

Required  Balance  $366,545,000  
 

   Gross  Decline  with  a  
 Return  Vola tility  1 SD Event 2 SD Event 3 SD Event 
NEPC Capita l Marke t  
Assum pt ions  

4.45% 2.55%  $ (9,358,565) $ 
(18,717,131) 

$ (28,075,696) 

 

  

 

Net Decline  w ith  a  
 Return  Vola tility  1 SD Event 2 SD Event 3 SD Event 
NEPC Capita l Marke t  
Assum pt ions  

4.45% 2.55%  $ 4,460,181 $ (4,898,384) $ (14,256,950) 

Net Decline  is  a  1-year fo rward  looking  declin e  as sum ing  the  portfo lio  earns  a  3.77% yie ld . 
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The  tab le  be low sum m arizes  the  resu lts  o f the  two  ana lyses . His to rica lly J P Morgan’s  In te res t Rate  
ana lys is  (50 bps  and  100 bps  increase) and  NEPC’s  Gross  Decline  (1 Standard  Devia tion  and  2 
Standard  Devia tion) resu lts  have  been  reasonab ly cons is ten t. S im ila r to  la s t year’s  an a lys is , the  
resu lts  devia te  m o re  s ign ifican tly as  NEPC’s  cap ita l m arke t as sum ptions  incorpora te  expecta tions  
fo r fu tu re  ra te  cu ts  to  occur a t a  s lower ra te  re la tive  to  expecta tions  o f the  b roader m arke t.    

S ta te  o f Delaw are  
Budget  Rese rve  Account  “Rain y Day Fund”  

Com para t ive  Analys is  
  25bps  50 bps  100 bps  

J P Morg an  Resu lt s  $                (1,592,541) $               (3,185,083) $              ( 6,370,166)  

  1 SD Event   2 SD Event   3 SD Event  
NEPC Gross  Decline  $                (9,358,565)  $              (18,717,131)  $              (28,075,696)  

NEPC Net  Decline  $                  4,460,181  
$                  

(4,898,384) 
$                

(14,256,950) 
 

The  consensus  ou tlook across  the  m arke t is  tha t fu rther in te res t ra te  cu ts  will occur in  the  rem ainder 
o f 2025, in  add ition  to  the  0.25% ra te  cu t in  Sep tem ber. Fed  Funds  expecta tions , re flecting  the  
m arke t’s  p ricing  fo r in te re s t ra tes , fo recas t ano ther two  ra te  cu ts  o f 25 bas is  po in ts  each  by the  end 
of 2025, with  the  poss ib ility o f add itiona l ra te  cu ts  th rough  2026 in  ligh t o f a  s lowing  labor m arke t.   

Sum m ary & Recom m end at ion  
Desp ite  the  poss ib ility o f lower in te res t ra tes  m oving  fo rward , severa l facto rs  con tinue  to  im p act 
m arke ts , includ ing  concerns  a round  the  curren t govern m ent shu tdown, the  fisca l backdrop , and  
trade  po licy. Due  to  th is  ongoing  uncerta in ty, NEPC recom m ends  add ing  a  $5,000,000 cush ion  to  
the  Budget Rese rve  Acco unt fo r Fisca l Year 2026. Th is  am ount is  su fficien t to  withs tand  a  2-s tandard  
devia tion  even t and  b rings  the  to ta l fo r Fisca l Yea r 2026 to  $371,545,000. 

We look fo rward  to  d iscuss ing  the  ana lys is  with  the  fu ll Board  a t the  next m eeting  o f the  Cash  
Manag em ent Po licy Boa rd . 


