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HEADLINE NEWS
Jobs Report Fuels Likelihood of Fed Move in December
• The October jobs report was released on Friday (11/6/15) with
Nonfarm payrolls significantly higher than expectations at 271k
versus 185k. Additionally, average hourly earnings increased to
0.4% from the expected 0.2%. The jobs report gives the Fed
some ammunition for a rate hike in December and the market
probability of a hike has jumped to 68%.
• Before the December FOMC meeting, there are still some
important data points that the Fed will have to consider,
including another jobs report.
State and Local Investment May Pick Up
• Voters approved 79%, or $19 billion, of the $24 billion in
borrowing requested by state and local governments in the
November elections.
• The requested authorizations were the largest in an odd‐
numbered election year since 2007, indicating that government
officials are becoming less reluctant to take on new projects.
• We’ve seen recent evidence of a greater willingness to invest in
infrastructure. October’s new money issuance in the municipal
market was $15.2 billion, or 6.8% greater than the same month
last year. This extends a recent trend and now new money
issuance is up 6.3% year‐to‐date.

Leverage in Corporate America at 10 Year Highs
• According to a recent Goldman report, corporate leverage in
North America is at its highest level in 10 years. Corporate debt
has been issued at record levels to fund buybacks and M&A. An
extended period of low interest rates, yield hungry demand for
fixed income instruments, and a boom in M&A activity have all
fueled an increased in indebtedness that has outpaced growth in
corporate cash flows.
• With the prospect of rising rates looming, corporations with
weaker balance sheets that have levered up in the low rate
environment could struggle to maintain spreads with the re‐
emergence of market volatility.

MARKET UPDATE
Muni Market Overview
• The Municipal curve was higher over the week by about 10bps
inside of 10 years. The move was in sympathy with the Treasury
move, although not as exaggerated. Supply of Munis seems low,
partially due to the Veterans Day holiday, with expected
issuance for the week at about $7 billion and 30‐day visible
supply at $7.6 billion, below the average for the year of $10.6
billion. There is plenty of demand as evidenced by deals being
over‐subscribed and increased fund flows, $1.5 billion for the
weekend ending 11/4/15 and YTD total of $7.5 billion.
Corporate Market Overview
• Investment grade spreads ended the week generally unchanged,
even as the Fed and the better than expected jobs number
jolted the markets. New issuance came in close to market
expectations, as 30 issuers priced nearly $38.75 billion in new
debt. One deal of note was the $7.5 billion deal that Halliburton
(HAL A/A‐/A‐) brought on Thursday across 5 maturities. The deal
was originally priced at +195 to the 10Yr Treasury, but due to
overwhelming demand, the deal tightened 35 basis points to
+160 at final pricing. Year‐to‐date IG issuance is $1.19 trillion.

• The US Treasury market sold off significantly to levels that
haven’t been seen since July. The 5Yr yield rose 14 basis points
to 1.77%, the 10Yr benchmark yield rose 12 basis points to
2.33%, and the 30Yr bond climbed 10 basis points to end the
week at 3.10%. The average market consensus of the year‐end
US Treasury 10Yr is 2.32%.
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‐0.25

1.19

Barclays 5Yr
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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.

