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HEADLINE NEWS
Fed Minutes Hint June Hike a Possibility
• Last week’s FOMC minutes release reiterated the fact that the
Fed is willing and eager to raise short‐term interest rates.
However, there is some doubt in the marketplace about whether
or not the Fed will actually hike in June and the Fed is well aware
of the market’s opinion. The mention of Fed Funds Futures in the
minutes was very unusual and the fact that the market is not
pricing in a hike until early 2017 clearly shows the bifurcation of
a rate hike possibility.
• It is important to note that prior to the release of the minutes
the probability of a June 2016 rate hike was 12%; however, in the
days following the release, the percentage climbed to 30%. The
current probability of a July hike is 54%. Treasury yields were
higher on the week with the 5Yr higher by 16 bps to 1.36%, the
10Yr higher by 14bps at 1.84%, and the long bond was up 8bps to
close out the week at 2.63%.

New Jersey and Michigan Latest to See Tax Growth Slip
• This past week Michigan lawmakers were confronted with a new
$460 million deficit over the next two years, as revenue
estimates from January 2016 are expected to be $500 million
lower.
• In the same week, New Jersey’s nonpartisan Office of Legislative
Services reported that they now expect a $1.1 billion reduction in
revenues throughout the last two months of the current fiscal
year and into the next.
The group indicated that
underperforming gross income taxes were largely to blame.
• After California’s $1 billion underperformance in April tax
collections, and similar results reported in Massachusetts and
Connecticut through the first four months of the year, we believe
state tax revenues are slipping in 2016. Among all states, tax
revenues increased 5.5% in 2015, but the last two quarters saw
decelerating growth of 3.8% (Q3) and 2.6% (Q4). Based on data
released, growth in state tax revenues in the first half of 2016
will most likely be disappointing compared to a year earlier.

MARKET UPDATE
Muni Market Overview
• The Muni curve was higher over the week by 8‐10bps in the 4Yr
to 10Yr part of the curve. Munis outperformed Treasuries as
both yield curves went higher following the Fed’s suggestion that
a rate hike may occur as early as June.
• Last week brought the market to 33 consecutive weeks of inflows
into Municipal bond funds. Inflows were $1.3 billion last week,
bringing the year to date total to $25.3 billion.
• On the supply side, 30‐day visible supply has trended higher
recently to $15 billion. Weekly issuance is expected at about $9
billion. The largest deal of the week is $568 million San Diego
Public Facilities Subordinated Water Revenues (Aa3/NR/AA‐).
Corporate Market Overview
• It was a busy week in the Investment Grade space, as new
issuance was over $50 billion for the second straight week. A
total of $65.5 billion of new IG debt flooded the market, with
about $56 billion issued before the Fed Minuets were released
on Wednesday afternoon.
• The largest deal of the week and second largest this year (behind
Anheuser‐Busch Inbev) was brought by Dell (DELL Baa3/BBB‐
/BBB‐) to fund its not yet approved acquisition of EMC. The $20
billion deal had $80 billion in orders and tightened ~60 bps by
the time the deal was priced. The $4.5 billion 5Yr tranche priced
at +312.5 to the 5Yr treasury giving it a 4.625% coupon. The
other big deal of the week was the $8.5 billion brought by
Southern & Co (SO Baa2/BBB+/A‐) that was also earmarked for
an acquisition. High demand also drove the price on this deal
35bps tighter than initial pricing. Strong demand for yield kept
credit spreads neutral on the week.
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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.

