THIS WEEK IN THE BOND MARKET
5/4/2015
HEADLINE NEWS
GDP below expectation, Fed still optimistic
GDP came in at 0.2%, which is significantly below the
expectation of 1.0%. Short term Treasuries tightened on the
data release, suggesting that the market thinks the Fed will be
slower to raise rates. The Fed released a statement last
Wednesday (4/29/15) softening its assessment of the current
economic conditions, stating “economic growth slowed during
the winter months, in part reflecting transitory factors.” Citing
the transitory factors, it seems like the Fed remains optimistic
that the economy will pick up in the near future, and further
suggests that the Fed is eager to get the first rate hike into the
books. The market will be closely watching the jobs report on
Friday, with Nonfarm payrolls expected at 230k, the
Unemployment rate expected to notch down by .10% to 5.4%,
and average hourly earnings for April to come in at 0.2%.
Muni Defaults Remain Limited
According to JP Morgan, first time municipal defaults in the first
quarter of 2015 reached $43 million, compared to $33 million in
the first quarter of 2014 and $18 million in the first quarter of
2013.
These default figures excluded late payments,
administrative errors, and instances where bond insurers are
expected to pay. Despite the escalation in par defaults, this
does not indicate a trend. Similar to other periods, defaults
were largely driven by one or two entities, with the Alderson
Broaddus College in West Virginia accounting for $37 million of
defaulted par in the first quarter of 2015. None of the issuers
that defaulted thus far in 2015 were rated.
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MARKET UPDATE
Higher yields due to high dealer inventories
Yields on the Municipal curve are cheaper this week by 8bps in
3Yrs to 0.92%, 11bps in 7Yrs to 1.71%, and 16bps in 10Yrs to
2.16. This sell off was partially in response to the Treasury
market and partially due to higher dealer inventories. The
lower new issue supply from last week moderately helped to
clean up trading. However, this week’s new issue calendar is
expected to jump back up to $8.5 billion. Year to date, the
Municipal market has issued $144.2 billion in long term debt,
with $37.8 billion of that was in April. Refundings are keeping
pace with previous months, with around 50%, or $17.9 billion
refunded in April.
Record Long‐end Corporate Issuance
Issuance of corporate bonds on the long‐end of the yield curve
in 2015 remains robust. According to data from Bloomberg,
companies in the U.S. have issued a record $39 billion of bonds
with 30+ year maturities year to date. This Issuance pace
reflects a more than five‐fold increase in the long‐term

corporate bond issuance this time last year. Notable
participants in the issuance binge include Microsoft, which last
week sold $1.25 billion in bonds maturing in 2055 and Oracle,
which sold its first ever 40‐year bond in February.
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This commentary reflects the opinions of Appleton Partners based on information that we believe to be reliable. It is intended for informational purposes only, and not to suggest any specific
performance or results, nor should it be considered investment, financial, tax or other professional advice. It is not an offer or solicitation. Views regarding the economy, securities markets
or other specialized areas, like all predictors of future events, cannot be guaranteed to be accurate and may result in economic loss to the investor. While the Adviser believes the outside
data sources cited to be credible, it has not independently verified the correctness of any of their inputs or calculations and, therefore, does not warranty the accuracy of any third‐party
sources or information. Specific securities identified and described may or may not be held in portfolios managed by the Adviser and do not represent all of the securities purchased, sold, or
recommended for advisory clients. The reader should not assume that investments in the securities identified and discussed were or will be profitable. Any securities identified were
selected for illustrative purposes only, as a vehicle for demonstrating investment analysis and decision making.

