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11/27/2017
Issuers Run to Muni Market Amidst Tax Talk
• As Congress returns from the Thanksgiving holiday, the Senate is
set to discuss its version of tax reform with a possible vote by the
end of the week. While the Senate bill maintains private activity
bonds, both the House and Senate aim to prohibit advance
refundings, a tool issuers utilize to pay off higher costing
outstanding debt. Although it is uncertain if the final version of
tax legislation will include any of these muni market limitations,
issuers are not waiting around and are rushing to access the
market before year end.
• Through October, total long-term issuance in the municipal
market was down 18.2% year-over-year to $325.1
billion. However, through the first four weeks of November,
$28.3 billion has come to market with another $12 billion set to
sell this week. With additional deals lined up for early December,
there is a chance that total issuance for 2017 ends within a range
of $375 billion to $395 billion. Although this would mark a
decline from the record $445 billion issued last year, it would be
right in line with the nine-year average of $379 billion.
• Although its uncertain what the eventual tax reform legislation
will include, the rush to market over the last few weeks of 2017
will likely result in lower first quarter issuance in 2018, providing a
technical tailwind for the municipal market. We can look to the
expiration of Build America Bonds at the end of 2010 as a possible
example of what to expect in the first three months of
2018. After then-record setting issuance in the last quarter of
2010, only $47.9 billion was issued in the first quarter of 2011,
significantly lower than the 10-year average of $85.0 billion for
the first three months of the year.

Muni Market Overview
• Muni yields are higher across the curve, with the expectation of
significant issuance and a rate hike at the December FOMC
meeting. The 3Yr is up 11bps to 1.46%, and the 7Yr is up 9bps to
1.81%. The 10Yr muni/Treasury ratio has also increased to about
89% with the move.
• 30 day visible supply has jumped to $18.5 billion, the highest for
the year and significantly above the average of $10.8 billion. As
we mentioned previously, issuers are rushing to market ahead of
potential changes to the tax code.
• Market demand for munis remains consistent with $659 million
coming into Muni mutual funds for the week ending 11/22/17,
bringing the year-to-date total to $17.8 billion.
Taxable Market Overview
• The shortened holiday week had issuers sidelined, as only $7.15
billion of new corporate investment grade debt hit the market,
making it the lowest weekly volume since last Thanksgiving. The
low volumes kept credit spreads steady and unchanged to end
the week. It is worth noting that High Yield ended the week with a
stronger tone. The recent large fund outflows slowed as investors
seemed to have an increased appetite for risk.
• There is still some headway to be made on any tax reform, but
the continued momentum in the stock market, low volatility, and
a general sense of solid economic conditions may be enough to
keep investors interested. The Fed continues on a path to raise
rates in December.
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