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5 yr. NA 1.950% 2.550% 2.900% 3.20% 2.90-3.65% 4.00-4.50%

10 yr. NA 2.650% 3.400% 3.750% 4.10% 3.90-4.40% 4.75-5.25%

20 yr. NA 3.500% 4.200% 4.450% 4.90% 4.65-5.40% 5.25-5.75%

30 yr. 3.620% 3.710% 4.300% 4.700% 5.00% 4.90-5.65% 6.00-6.50%

Senior Living new issue rates for borrowers in specialty states are 20-30 basis points lower in yield.
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Market Commentary

“Volatility” has been the byword for bonds since the November 8 election.  The 10-year Treasury yield stood at 1.85% 
on November 8, rose to a high of 2.59% on December 15 and closed out the year at 2.44%. At this writing, as the Dow 
takes another run at 20,000, the 10-year Treasury yield is 2.36%. The 10-year AAA municipal bond yield rose from 
1.71% to a high of 2.58% before finishing on December 30 at 2.31%. Currently, the benchmark yields 2.23%. The 30-
year Treasury yielded 2.61% at the close on Election Day, rose to 3.17% on December 14 and ended the year at 3.06%. 
It is now 2.96%. The long AAA municipal bond yield went from 2.54% to a high of 3.35% then closed out 2016 at 
3.04%. It is now 2.98%.

Municipal bond funds have seen net withdrawals of $21.6 billion since Election Day. Many of these withdrawals are 
going back into the stock market.  After record-high October volume of $52.5 billion, the November supply dropped to 
$23.8 billion and December fell to $18.8 billion. The docket was again light for the first holiday-shortened trading week 
of the new year. We saw only a few non-rated transactions. Baltimore, Maryland had a $12 million special obligation 
bond issue for the Center/West Development structured with a 2043 maturity priced at 5.50% to yield 5.45%. And 
there were two special tax issues for California communities facilities districts: the City of Corona had a $7 million 
refunding with a 2034 final maturity priced at 5.00% to yield 4.09%, and the City of Oceanside brought a $9 million deal 
structured with a 2038 maturity priced at 5.00% to yield 4.21%. 

Munis opened 2017 on a good note, with prices on the 10- and 30-year benchmarks up 7 basis points and 4 basis points 
respectively. Issuers are finally ready to dive in again. And investors reviewing their December statements and current 
accounts are glad to see the pace pick up as they have a significant amount of cash from coupons, redemptions and 
principal available to reinvest this month. This week’s $8.7 billion calendar includes several high yield financings. The 
Butler Port Authority in Ohio and Allen County, Indiana have non-rated financings totaling $77 million for Story Point of 
Fairfield and Story Point of Fort Wayne. And the California Statewide Communities Development Authority is in the 
market with a $29.4 million non-rated transaction for Guidance Charter School.

HJ Sims’ 2017 Outlook

As we mentioned last week, interest rates declined or were stable for 85% of 2016.  However, since the election of 
November 8th, interest rates have risen.  What can we look forward to in 2017?  Let’s review three factors:  History, 
President-elect Trump and the Federal Reserve.

Over the past 70 years, the bond market has had two major moves – up and down.

Year
30 Year U.S. Government 

Bond Interest Rate

1946 2.37%

1981 15.21%

2016 2.10%

Should we expect this pattern to continue?  During the past 6 months, the 30 year U.S. Government Bond interest 
rate has risen from 2.10% to 2.96%.  Are we on our way to 15% again?

Cont. on Page 3



1/10/2017  ~  Page 3

CAPITAL MARKET UPDATE

HJ Sims’ 2017 Outlook
Cont. from Page 2

The two huge bond market waves during our lifetimes will most likely not be repeated.  Far more normal are the bond 
market movements earlier in the 20th century.

Year
30 Year U.S. Government 

Bond Interest Rate

1899 3.20%

1920 5.56%

1946 2.37%

It is clear that major bond market movements last a while, but the rate changes over the last 70 years have been 
extraordinary.

President-elect Trump’s policies will affect the bond market, but his policies are not yet well known.  What should we 
expect?

1) An emphasis on economic growth

2) Nationalism over globalism

3) More domestic investment – fracking, Keystone Pipeline, highway construction

4) A dislike of red ink and government waste, resulting in lower expenses for certain domestic government 
programs

It usually takes at least a year for a President’s policies to affect the economy.  However, the prospect of a higher 
economic growth rate will increase interest rates.  According to Lance Badorf, a Vice President of HJ Sims, the Federal 
Reserve and the current Administration “put a collar on the dog” for good reason over 8 years ago, and they have not 
removed it.  Look for the new Administration to “release the hounds and let the economy run free.”

Higher interest rates have also been signaled by the Federal Reserve.  Here, the bond market has been ahead of the 
Fed, which has to be careful; interest rate rises increase the U.S. Government deficit which in turn could lead to higher 
rates – a very scary cycle indeed.  We believe that these market forces will make our current interest rate cycle more 
like 1899 – 1920 than the one from 1946 – 1981.

The outlook for the bond market as well as the stock market will be on the agenda for the Sims Conference in Austin, 
TX from February 28 – March 2.  Dr. Ehud Ronn, a Stanford PhD and an award winning Professor of Finance at the 
McCombs School of Business at the University of Texas, will present his outlook on the markets.  To register, please 
visit the following link:  hjsims.com/register.

https://www.hjsims.com/hj-sims-2017-late-winter-conference/
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For more information, please contact an HJ Sims banker.

Fairfield, CT
William Sims 203-418-9001 wsims@hjsims.com

Jeff Sands 203-418-9002 jsands@hjsims.com

Andrew Nesi 551-427-5135 anesi@hjsims.com

Mackenzie Welch 203-418-9024 mwelch@hjsims.com

Krystal Murphy 203-418-9028 kmurphy@hjsims.com

Rockville, MD
Aaron Rulnick 301-424-9135 arulnick@hjsims.com

Kyrle Turton 203-418-9038 kturton@hjsims.com

Patrick Mallen 203-418-9009 pmallen@hjsims.com

Bloomington, MN
Mark Landreville 952-683-7509 mlandreville@hjsims.com

Jay Hromatka 952-683-7506 jhromatka@hjsims.com

Christina Rappl 952-683-7507 crappl@hjsims.com

Philadelphia, PA
James Bodine 215-854-6428 jbodine@hjsims.com

Austin, TX
Curtis King 512-519-5003 cking@hjsims.com

James Rester 901-652-7378 jrester@hjsims.com

Brett Edwards 512-519-5001 bedwards@hjsims.com

Orlando, FL
Robert Gall 407-313-1701 rgall@hjsims.com

Kerry Moynihan 407-313-1702 kmoynihan@hjsims.com

Montvale, NJ -Sims Mortgage Funding - 201-307-9383
Anthony Luzzi aluzzi@simsmortgage.com

Kerrie Tomasiewicz      ktomasiewicz@simsmortgage.com

Andrew Patykula apatykula@simsmortgage.com

The material presented here is for information purposes only and is not to be considered an offer to buy or sell any security.  This report was prepared 

from sources believed to be reliable, but it is not guaranteed as to accuracy, and it is not a complete summary or statement of all available data.  

Information and opinions are current up to the date of publication and are subject to change without notice.  The purchase and sale of securities should 

be conducted on an individual basis considering the risk tolerance and investment objective of each investor and with the advice and counsel of a 

professional advisor.  All investments involve risk and may result in a loss of principal.  Investors should carefully consider their own circumstances 

before making any investment decision.  This is not a solicitation to buy or an offer to sell any particular investment.
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