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HEADLINE NEWS
Brexit Leading to Uncertainty
• Justifiably, investors spent much of the weekend discussing
Thursday night’s surprise Brexit vote and the short and long term
ramifications. The lack of a clear blueprint for the process of
leaving the European Union is leading to market volatility that has
continued into this week’s trading session. Among the many
unknowns that Appleton will be monitoring are:
• When will the U.K. invoke Article 50 of the Treaty of Lisbon?
Prime Minister Cameron has stated that he wants to leave
the task of starting the Brexit to his successor. This gives
some hope to the Remain camp who are frantically trying to
petition the government to redo the referendum. The
petition has been signed by nearly 4 million U.K. citizens,
meaning Parliament must at least consider debating it.
• How strict will the E.U. be with the U.K. during negotiations
over the next two years? This is an important question
because if the E.U. is not strict enough, it might coax other
member countries to hold their own referendum on leaving
the Union. Too strict and they risk harming the economies of
both the U.K. and the E.U.
• Will other countries press to leave the E.U? This is most
likely the most important question investors have because it
threatens the viability of the E.U. going forward. Given the
fallout post‐vote, and the fact the nearly 4 million U.K.
citizens have signed a petition asking for a re‐referendum,
we believe other Europeans would rather avoid buyer’s
remorse.

Brexit Drops Yields Across the Curve
• In a flight to safety, bond yields dropped across the curve
following the Brexit vote. The U.S. 10Yr Treasury closed at 1.74%
Thursday afternoon and had dropped to 1.46% as of Monday
afternoon. Many developed nations saw their sovereign debt
trade to record or near‐record low yields. For corporates, the risk‐
off trade hit spreads, particularly in the financial sector and in the
high yield market. Domestic Municipal bonds held their ground
given how much more insulated they are from Brexit concerns.
The uncertainty in the aftermath of the Brexit vote is surely to
keep the FOMC on hold in their effort to normalize rates. The
implied odds of a hike by February ‘17 have fallen to less than
10%.
• The team at Appleton is confident that our focus on high quality,
conservatively structured Municipal and Domestic Corporate
Fixed Income instruments will help to weather the uncertainty
and volatility that the Brexit vote has brought to the global capital
markets. It is possible that the “Leave” decision could further
weaken economic prospects domestically and globally, as GDP
growth expectations will be adjusted downwards. We will
continue to monitor the subsequent impacts to the marketplace
and evaluate opportunities as we find them.
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MARKET UPDATE
Muni Market Overview
• The “flight to quality” trade after the Brexit vote pushed munis to
record low yields along with U.S. Treasuries. The 10Yr Muni is
hovering around 1.30%, putting the 10Yr Muni/Treasury ratio at
about 90%.
• Further challenging the Muni market is the continued supply and
demand imbalance. Another week of muni fund inflows, about
$1.5 billion this week, brings the year to date total to $32.3
billion. The new issue calendar is expected to be about $10 billion
this week, which is essentially the entire 30‐day visible supply as
the next week, a holiday shortened week, will be slower again.
Corporate Market Overview
• Last Thursday’s Brexit vote caught investors off guard with a
massive “flight to quality” trade. U.S. Treasuries rallied to an
inter‐day low of 1.40% and settled down to end the week at
1.55% ‐ a drop of 20 basis points from Thursday night’s
close. Agency securities were able to keep pace and only widened
a basis point or two while investment grade corporate bonds also

caught a bid, but could not keep up with Treasuries resulting in a
slight widening of spreads.
• Ahead of the Brexit vote last week, new issue volumes were
almost non‐existent with only a handful of issuers
participating. Now that Brexit is behind us, we anticipate that
corporations will take advantage of the new rate environment,
although Molson Coors (TAP) Baa3,BBB‐ is the only corporation to
announce a deal so far.
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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.

