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7/20/2015
HEADLINE NEWS
Impending Fed Rate Hike Continues to Consume Markets
• St. Louis Fed President James Bullard, known as a non‐voting,
policy hawk, was the final Fed governor to speak before the
blackout period preceding the July 28‐29 meeting, stating that
there is a 50% probability of a rate hike in September. These
comments sent shorter term rates higher and flattened the
yield curve.
• The markets will scrutinize the language in the statement
released at the close of the meeting next Wednesday, July 29th.
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Statutory Lien Now Provided to Local California Bondholders
• Governor Brown signed Senate Bill 222, which establishes an
explicit statutory lien on pledged property taxes for local
general obligation bonds.
• The provision improves the underlying legal framework for
California Local GOs, which already includes a dedicated,
unlimited property tax pledge that is constitutionally separated
from property taxes levied for operations.
• Legislation will be most impactful for investors holding both
lower rated entities and local governments experiencing
financial distress.
• California now joins Colorado, Florida, Louisiana, and Rhode
Island as the only states which provide Local GO bondholders
with an explicit statutory lien.
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MARKET UPDATE
Muni Market Overview
• The Municipal yield curve was basically unchanged inside of
10Yrs for the week, with the 5Yr ending at 1.30% and the 7Yr
ending at 1.87%.
• Similar to last week, this week’s calendar is expected to be about
$9 billion, with 30‐day visible supply at $12.6 billion, above the
average for the year of $11.3 billion. The largest deal of the week
is a $1.2 billion NY Dorm Authority Sales Tax issue, which has
potential to be upsized if demand is strong.
• For the week ending 7/15/15, Municipal bond funds showed
outflows of $478 million, which represented the 11th consecutive
week of outflows and brought the year‐to‐date aggregate
inflows down to $7.5 billion. Technicals should remain favorable
for Munis, despite recent, but moderating, outflows, due to the
negative net supply phenomenon. JP Morgan estimates August
net supply at ‐$16 billion.
Corporate Market Overview
• With Greece and China on the back burner, at least temporarily,
the Treasury and Corporate markets are now focusing on supply
and fundamentals. While secondary volumes continue to be low,
the new issue market has picked up as we close in on $1 trillion
of issuance in the IG space for the year. Primary issuance has
been partially driven by M&A activity, which accounts for 25% of
overall issuance thus far in 2015, and there is more to go in the
pipeline. The demand for new issues seems to have waned, as
investors feel less pressure to chase yield in the face of upcoming
rate hikes by the Fed.

European Bond Market Overview:
• The European corporate bond market appears to be finding
some footing following a free‐fall driven by the Greek crisis,
which appears to be at least temporarily contained. Investment
grade taxable bonds had a painful June, with record outflows of
~€6 billion from retail funds, according to JP Morgan. However,
after hemorrhaging cash in May and June, the pace of weekly
outflows has slowed to ~€150 million in July, and JPMorgan
expects the flows to turn positive, assuming the Greece news
continues to wind down.
• In further signs of life, there is an increasing pace of new deals
coming to the market in Europe. The Financial Times notes
there are at least four deals (of which at least two are for
leveraged buyouts) totaling ~€1.5 billion that are in the market
this 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.

