
CAPITAL MARKET UPDATE
July 18, 2017

Tel:  800-HJS-1935 www.hjsims.com

Senior Living New Issue Rates as of 7/18/17

Fairfield, CT • Boca Raton, FL • Naples, FL • Orlando, FL • Boston, MA • Rockville, MD

Bloomington, MN •  Iselin, NJ • Montvale, NJ • Philadelphia, PA • Austin, TX  •  Guaynabo, Puerto Rico

Member FINRA/SIPC

FINANCED RIGHT

Senior Living new issue rates for borrowers in specialty states are 20-30 basis points lower in yield.
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5 yr. NA 1.370% 2.000% 2.400% 2.75% 2.70-3.30% 3.95-4.45%

10 yr. NA 2.390% 2.850% 3.150% 3.60% 3.75-4.10% 4.45-4.95%

20 yr. NA 3.130% 3.700% 4.000% 4.60% 4.375-4.875% 5.25-5.75%

30 yr. 3.490% 3.380% 3.850% 4.100% 4.75% 4.625-5.125% 5.90-6.65%
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3.77% 2.2610% 2.8510%

1 Year 3 Year 5 Year 7 Year 10 Year

Weekly SIFMA Swap Rates 1.06% 1.28% 1.44% 1.59% 1.78%

Weekly LIBOR Swap Rates 1.45% 1.72% 1.92% 2.09% 2.27%
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Market Commentary

Three and a half billion miles away, the American spacecraft New Horizons is sharing breathtaking photos of worlds at 
the edge of our solar system, almost too remote to comprehend or appreciate in this age of selfies. The thousand-pound 
probe, launched in 2006, gave us our first close-ups of Pluto two years ago and is now bound for the Kuiper Belt on a 
mission of reconnaissance that has been extended to 2021. Back here on Earth, we are immersed in more mundane 
pastimes but are getting quite accustomed to thinking in terms of billions. We have JPMorgan Chase & Co., which just 
reported earnings of $26.5 billion over the past 12 months, the most ever by any major U.S. bank. We consider 
Facebook’s 2 billion users and Amazon’s $13.7 billion deal to buy Whole Foods Market. We try not to think of the $693 
billion deficit in this year’s federal budget, but we can’t ignore our annual spending on Medicaid, $576 billion and rising, 
and the Social Security benefits we are paying out, $911 billion plus. Bear in mind that a billion minutes ago it was March 
22 in the year 116 AD. 

Last week, investors added $1.6 billion to taxable fixed income funds but withdrew $335 million from municipal bond 
funds. The $7.4 billion municipal calendar nevertheless met with strong demand. The financially strapped Chicago Board 
of Education planned a $250 million non-rated deal, but that soon doubled in size as $1.1 billion of orders poured in; 
general obligation bonds due in 30 years had 7.00% coupons that were scooped up at yields of 7.65%, a whopping 480 
basis points over the top-rated municipal general obligation bond benchmark. We saw another rare 7.00% coupon in 
the $3.6 million American Montessori Academy of Michigan transaction, which had the same coupon and maturity 
priced at par (+418 to the benchmark). Among other high yield financings, the California School Finance Authority had a 
$24 million non-rated transaction for Escuela Popular that had a final maturity in 2050 priced at par to yield 6.50% 
(+367). The Richmond Redevelopment and Housing Authority of Virginia came to market with a $13.8 million deal that 
had non-rated 5.50% term bonds due in 2037 priced at par (+287). The Dauphin County General Authority of 
Pennsylvania sold $58 million of BB rated revenue bonds for The Harrisburg University of Science and Technology that 
came with a 2041 maturity priced at 5.125% to yield 5.375% (+261). The Pueblo Urban Renewal Authority of Colorado 
issued $17 million of non-rated state sales tax increment bonds for regional tourism, and its 2036 maturity was priced at 
5.00% to yield 5.125% (+243). In the senior living sector, the Illinois Finance Authority brought a $34.2 million non-rated 
refunding for Three Crowns Park in Evanston that featured 30-year term bonds priced at 5.25% to yield 4.78% (+199), 
and the Vermont Economic Development Authority offered $21.5 million of non-rated bonds for the Wake Robin 
community in Shelburne with the same maturity priced at 5.00% to yield 4.83% (+197).

This week, we expect to see a calendar of similar size that includes only a handful of high yield offerings. The Buffalo and 
Erie County Industrial Authority of New York has a $30.9 million BB+ rated deal for Tapestry Charter School in Buffalo. 
The Quakertown General Authority in Pennsylvania plans a $34.3 million non-rated financing for Lifequest Nursing 
Center. In Minnesota, the City of St. Paul Park has a $6.3 million non-rated financing for Norris Square. And the City of 
Searcy, Arkansas, has a $6 million non-rated Harding University student housing refunding. 

At this writing, the top rated 10- and 30-year municipal benchmark yields are at 1.99% and 2.79%, respectively, both flat 
on the month. The 10-year Treasury has strengthened by 4 basis points to yield 2.26%, while the 30-year long bond has 
weakened by 2 basis points to yield 2.85%. Equities are trading off the record levels of last week on news that the 
Senate health care reform bill has been pulled from consideration. Financial markets continue to watch economic data 
for any signs of inflation that could support another rate hike by the Federal Reserve. The Fed Chair appeared before 
Congress last week to reiterate the central bank’s forecasts and plans for tapering its holdings, but investors reviewing 
the latest consumer price index and retail sales data did not see conditions conducive to further tightening. We took a 
look back at several key rates and prices over the past decade to provide some historical context and will continue to 
post updates for our readers from time to time.

Please see the chart on the following page.
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Market Commentary (Cont.)

Benchmark Current 1 Year Ago 3 Years Ago 5 Years Ago 10 Years Ago

10 Year Treasury Yield 1 2.26% 1.58% 2.48% 1.49% 5.02%
10 Year AAA Muni Yield 2 1.99% 1.45% 2.24% 1.73% 4.11%

30 Year Treasury Yield  1 2.85% 2.29% 3.28% 2.59% 5.12%

30 Year AAA Muni Yield 2 2.79% 2.11% 3.31% 2.91% 4.42%

Treasury Volatility Index 1 3.90 5.60 4.16 4.27 5.00

S&P 500 Volatility Index 1 10.05 12.44 12.06 16.16 16.00

S&P 500 Index 1 2,455.60        2,166.89        1,978.22       1,372.78        1,546.17           

Crude Oil Futures 1 $46.19 $45.24 $103.13 $89.87 $75.05

Gasoline (unleaded, gallon) 3 2.33$             2.22$             3.63$            3.45$             2.96$                

Milk (whole, gallon) 3 3.21$             3.06$             3.64$            3.42$             3.73$                

Cost of private college 4 45,365.00$    43,869.00$    40,955.00$   37,971.00$    30,497.00$       

Assisted living facility/month 5 3,628.00$      3,600.00$      3,500.00$     3,300.00$      2,714.38$         

Private nursing home/month 5 7,590.00$      7,500.00$      7,200.00$     6,660.00$      6,148.50$         

(1) Bloomberg (USGG10, USGG30, VIX, TYVIX, CL1). Data as of July 18 of 2017, 2016, 2014, 2012, 2007.

(2) MMD. 2017 data as of 7/17/17, all other years as of July 18.

(3) Bureau of Labor Statistics (https://data.bls.gov/cgi-bin/surveymost?ap). 2017 data as of 6/30; all other years

      as of 7/30.

(4) College Board. Tuition, fees, room, board  in current dollars.  (https://trends.collegeboard.org/

      college-pricing/figures-tables/tuition-fees-room-and-board-over-time)

      Private, non-profit, four-year college data for academic years 2016-17; 2015-16; 2013-14; 2011-12; 2007-07

(5) Genworth Cost of Care Surveys. National medians for  2016, 2015, 2014, 2012, 2007. Average national rate

      for private room.

THEN AND NOW:  HJ SIMS LOOKS BACK AT MARKET BENCHMARKS AND INFLATION
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Sims Finances Start-Up Rental Community

“Experience, knowledge and a talented team make for an impressive HJ Sims corporate organization. However, 
without the driving force of tenacity of the Sims team, these admirable traits effectively become quite academic.

The ability to get a deal to the finish line, in spite of uninitiated and uncontrollable circumstances, is the true test of an 
investment banker.  HJ Sims meets this test. 

Our relationship with HJ Sims has been developed over a number of years.  Having successfully closed multiple deals 
together, they have become a respected advisor and provider of investment capital.”

Charles C. "Buddy" Smith, Jr.
President, Tuscan Gardens

Partnered Right  Tuscan Gardens of Palm Coast is a start-up assisted living and memory 

care community (86 units AL/44 units MC)

 Second new development project by Tuscan Gardens Group

 Site located adjacent to the Grand Haven master planned community in 

Palm Coast.
Structured Right  Tuscan Gardens overcame site development obstacles that other senior 

living developers could not solve.

 Financing and development timeline had the project being ready prior to 

the November 2016 presidential election.
Executed Right  Sims and Tuscan Gardens worked on strengthening the credit to attract 

more potential bondholders.

 Tuscan Gardens purchased the site in January 2017 and began site work 

to assist with the development timeline.

Financed Right®  On June 14, 2017, $43,775,000 bond issue closed with an approximate 

yield of 7.42%.

 Bonds were sold to 6 institutional investors and $11 million to Sims’ 

accredited investor base.

Cont. on Page 5
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Sims Finances Start-Up Rental Community
Cont. from Page 4

Partnered Right

Tuscan Gardens of Palm Coast is a new rental assisted living and memory care community that will be located on 16 

acres in Palm Coast, Florida.  Upon completion, it will consist of 86 assisted living units (comprised of 110 licensed beds) 

and 44 memory care units (comprised of 56 licensed beds) in three buildings of 152,000 square feet. The community is 

owned by affiliates of the Tuscan Gardens Group, a developer and owner of senior living communities.  This is the 

second new development community by Tuscan Gardens.  

The community is located in Palm Coast, a city of 81,000 and 30 miles north of Daytona Beach. The site is adjacent to 

the Grand Haven master planned community, which is a 1,400 acre community of approximately 1,700 homes.  

Structured Right

Tuscan Gardens was undergoing market and site selection for a new development project.  The Grand Haven ownership 

group had been under contracts with other senior living developers to build a retirement community that would 

complement its master planned community, provide a senior living option to meet the needs of its existing and 

prospective homeowners and serve the overall Palm Coast market.  Tuscan Gardens conducted a preliminary market 

study to determine the demand and need for a new assisted living and memory care community in Palm Coast and was 

able to overcome previous development obstacles. 

Another challenge to the development timeline was that the final construction numbers would not be available until 

late October 2016, right before the November presidential election. 

Executed Right

The 2016 presidential election caused a slight interruption to the high yield bond market and the type of investors who 

purchase start-up rental senior living communities.  Sims worked with Tuscan Gardens to strengthen the bond 

financing, including an additional equity contribution.  Additionally, a new series of junior subordinate bonds was 

structured in a manner that improved the financial ratios of the senior bonds and increased the value of Phase II land by 

removing the land use restriction requirements from any future units developed on the property.

Tuscan Gardens also provided some additional credit support in the event of any delays in construction or the fill-up of 

the community upon opening.  Tuscan Gardens also used part of its planned equity contribution to purchase the land in 

January 2017 and allow for site work to commence early in advance of the bonds being sold.

Financed Right®

Sims closed on the $43,775,000 million bond issues that featured four series of bonds.  The senior bonds consisted of 

$39,550,000 of tax-exempt and taxable bonds that provided for a loan of approximately 78% loan to cost.  Sims also 

structured $2,725,000 of tax-exempt subordinate bonds that were sold to accredited investors and an institution.   The 

overall blended yield on the bond issue was approximately 7.42%. Approximately $11 million was sold to Sims’ 

accredited investor base and the balance to 6 institutional investors.  

For more information on how Tuscan Gardens of Palm Coast was Financed Right® by HJ Sims, please contact Robert 
Gall at 407.313.1701 or rgall@hjsims.com. 
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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

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

Brian Paolo 407-313-1707 bpaolo@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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