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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  

Sub ject :  Delaw are  Budge t  S tab iliza t ion  Account  Reserve  Analys is  

 
 
Background   
NEPC was  asked  to  p repa re  an  ana lys is  fo r the  De laware  Budget Stab iliza tio n  Rese rve  Account (the 
Account) to  ensure  tha t an  adequate  rese rve , o r cu sh 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  Budge t Stab iliza tion  Reserve  
Account fo r Fisca l Yea r 2026 is  $469,300,000, which  is  an  increase  o f $100,000 fro m  the  Fisca l Year 
2025 leve l o f $469,200,000. The  ana lys is  from  Fisca l Year 2025 ind ica ted  tha t a  reserve  cush ion  was  
no t requ ired .   

Analys is  
Our ana lys is  was  conducted  on  the  Liqu id ity Po rtfo lio  in  to ta l, a  dua l m anag er a rrangem ent, 
whereb y two  h igh  qua lity cash-like  portfo lios  dem ons tra te  a  cash  p lus  risk and  re tu rn  p rofile . In  
Sep tem ber, the  Fede ra l Reserve  lowered  in te res t ra tes  by 25 bas is  po in ts  to  a  range  o f 4.00%-4.25%, 
s igna ling  support o f a  s lowing  labor m arke t. Marke t expecta tions  sugges t two  m ore  ra te  cu ts  o f 25 
bas is  po in ts  each  in  2025, with  the  poss ib ility o f fu rther cu ts  extend ing  in to  2026. 

Th is  ana lys is  cons iders  two  separa te  m easures  to  deve lop  a  reco m m endation . The  firs t m easure  
u tilizes  NEPC’s  Capita l Marke t Assum ptions  to  de te rm ine  expected  vo la tility and  confidence  
in te rva ls . The  second  m easure  accounts  fo r the  im pact o f in te res t ra te  increases  o f 0.25%, 0.50%, 
and  1.00%.  

The  ana lys is , p resen ted  b e low, ind ica tes  tha t a  res erve  cush ion  would  no t b e  needed  when  re lying  
on  NEPC’s  m os t recen t Cap ita l Marke t Assum ptions  g iven  the  im pact o f re inves tm ent a t h igher 
in te res t ra te  leve ls  tha t would  o ffse t expected  p rice  vo la tility. Ho wever, b ased  on  the  in te res t ra te  
shock ana lys is , the  liqu id ity portfo lio  cou ld  incur losses  rang ing  from  approxim ate ly $950,000 to  
$3,800,000.  

Sum m ary & Recom m end at ion  
Sta te  o f Delaw are  

Budget  Stab iliza t ion  Account  
Data  as  o f Sep tem ber 30, 2025 

 
Required  Balance : $469,300,000 

Dura t ion : 0.81  
   Decline  with a  
 Re turn  Vola tility 1 SD Event 2 SD Event 3 SD Event 
NEPC Capita l Marke t 
Assum ptions  

3.82% 1.11% $ 12,713,537 $ 7,488,081 $ 2,262,626 

   25 bps  increase  50 bps  
increase  

100 bps  
increase  

In te res t Ra te  Shock Resu lts    $ (950,333) $ (1,900,665) $ (3,801,330) 
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Based  on  the  resu lts  o f these  ana lyses  and  acknowledging  po ten tia l fo r reduced  short-te rm  in te res t 
ra tes  by the  Federa l Rese rve , NEPC recom m ends  n o  changes  to  the  reserve  am ount be  m ad e  to  the  
Delaware  Budget Stab iliza tion  Account’s  m in im um  requ ired  leve l o f $469,300,000. 

We look fo rward  to  d iscuss ing  th is  recom m endatio n  with  the  Boa rd . 


