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Municipal benchmark yield curves were little changed amid light trading and few
deals pricing, but the market had a stronger tone Wednesday amid an improved
U.S. Treasury market and equity losses on coronavirus fears.

For the 26th week in a row, municipal bond mutual funds saw inflows of nearly $2
billion, bringing the total to $71 billion year-to-date.

The Investment Company Institute reported $1.804 billion of inflows for the week
ending Sept. 1, following $1.977 billion of inflows the prior week.

Exchange-traded funds saw $251 million of inflows after $378 million a week
prior.

ICl reports inflows

Municipal bond mutual funds see 26th consecutive week of inflows
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The municipal to UST 10-year ratio was at 70% and the 30-year at 78%, per
Refinitiv MMD. The 10-year muni-to-Treasury ratio was at 73% and the 30-year
was at 78%, according to ICE Data Services.

In the primary, Goldman Sachs & Co. LLC priced for the CSCDA Community
Improvement Authority, California, (nonrated) $230.95 million of essential
housing social revenue bonds (Orange Portfolio), consisting of $75 million of
Series A-1: bonds in 9/2047 with a 2.8% coupon priced at par; $106 million,
Series A-2: bonds mature in 3/2057 with a 3% coupon yield 3.07%; and $51
million of Series B: bonds in 3/2057 with a 4% coupon yield 3.10%. All callable in
3/1/2032.

HilltopSecurities won an $85.68 million taxable water and sewer deal from
Henrico County, Virginia (Aaa/AAA/AAA/). Bonds in 2022 with a 1% coupon yield
0.18%, 1s of 2026 at 0.95%, bonds in 2031 at 1.65% par, 2036 at 2.20% par,
2042 with 2.5% coupon yield 2.55% and 2046 with a 2.70% coupon at 2.72%.

“Seasonally, the flows dropped a little bit last week so it will be interesting to see
the post-Labor Day flows and how those look this week,” a New York money
manager said. “There is still a fair amount of cash sitting around. But people
seem to be a little picky about what they want to get involved with.”

Large new issues from Minnesota in the competitive space Thursday should help
direct benchmark yields. A taxable corporate CUSIP healthcare deal out of
Georgia joins the growing list of corporate CUSIP deals getting done in the muni
space.

Some traders were already looking to the following week. Thirty-day visible
supply ticked up to $10.35 billion as more larger well-known names add
themselves to the calendar including several New York names and a $2 billion-
plus California deal slated for next week.

A $633 million New York City Municipal Water Authority deal pricing for retail on
Monday and institutions on Tuesday should pique a lot of market demand,
according to the manager.

The bulk of the bonds, $500 million, will mature on the long end in 2044 and
2045, he noted. “There are some bigger pieces that will get focus from people,”
he said.

Secondary trading and scales
The secondary was fairly quiet with little more than $4 billion traded near the
close.


https://www.bondbuyer.com/news/piedmont-healths-1-billion-deal-pays-for-latest-acquisitions

Maryland 5s of 2023 traded at 0.13%. Maryland 5s of 2025 at 0.28%. Oregon 5s
of 2025 at 0.26%. Columbus, Ohio 5s of 2025 at 0.26%, the same as Tuesday.

California 5s of 2028 traded at 0.72%. Arlington County, Virginia 5s of 2029 at
0.79%. New York City TFA 5s of 2030 at 0.93%.

West Virginia 5s of 2038 at 1.39%. Fairfax County, Virginia water 4s of 2041 at
1.46%-1.45%.

New York City 5s of 2047 at 1.91%-1.90%. Georgia road and tollway 3s of 2050
at 2.03%-2.02%. Dallas waterworks 3s of 2050 at 2.05%-2.03% versus 2.05%
Tuesday.

Short yields were steady at 0.08% in 2022 and 0.11% in 2023 on Refinitiv MMD's
scale. The yield on the 10-year was steady at 0.94% while the yield on the 30-
year sat at 1.53%.

The ICE municipal yield curve showed bonds steady in 2022 at 0.08% and at
0.12% in 2023. The 10-year maturity sat at 0.95% and the 30-year yield fell one
to 1.52%.

The IHS Markit municipal analytics curve showed short yields steady at 0.08%
and 0.10% in 2022 and 2023. The 10-year yield stayed at 0.94% and the 30-year
yield sat at 1.53%.

The Bloomberg BVAL curve showed short yields steady at 0.07% and 0.07% in
2022 and 2023. The 10-year yield sat at 0.93% and the 30-year yield at 1.53%.

The 10-year Treasury was yielding 1.335% and the 30-year Treasury was
yielding 1.955% in late trading. The Dow Jones Industrial Average lost 45 points
or 0.13%, the S&P 500 fell 0.10% while the Nasdaq lost 0.59%.

Job openings at record high; Fed may consider taper
The number of job openings in July increased 749,000 to a record high of 10.9
million, the Labor Department reported Wednesday.

The rate of jobs openings rose to 6.9% in July, also a new high, Labor said in its
job openings and labor turnover summary (JOLTS) report.

Hires and total separations were little changed at 6.7 million and 5.8 million,
respectively. Within separations, Labor said the quits rate was flat at 2.7% while
the layoffs and discharges rate was nearly unchanged at 1.0%.



Record high number of job openings
JOLTS summary shows seasonally adjusted job opening levels
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Job openings increased in several industries, with the biggest increases in health
care and social assistance, in finance and insurance, and in accommodation and
food services. The number of job openings rose in all four regions of the U.S.

In July, hires dropped by 277,000 in retail trade, fell by 41,000 in durable goods
manufacturing and declined 23,000 in educational services. However, the
number of hires increased in state and local government education and in the
federal government.

In July, total separations fell in transportation, warehousing and utilities and in the
federal government. The number of quits was little changed at 4.0 million with the
rate remaining at 2.7%. Quits rose in wholesale trade and in state and local
government education while they fell in transportation, warehousing, and utilities
and in the federal government.

In July, the number and rate of layoffs and discharges were little changed at 1.5
million and 1.0%, respectively. Layoffs and discharges increased in professional
and business services.

Total separations include quits, layoffs and discharges and other separations.
Quits are voluntary separations initiated by the employee while layoffs and
discharges are involuntary separations initiated by the employer.

In the 12 months ending in July, hires totaled 72.6 million while separations were
65.6 million, a net gain of 7.0 million jobs.



It may be time for the Federal Reserve to think about tapering this year, John
Williams, President of the Federal Reserve Bank of New York, said in remarks
prepared for delivery Wednesday at St. Lawrence University

“In its December 2020 statement, the FOMC said it would continue asset
purchases at the current pace until it sees substantial further progress toward our
maximum employment and price stability goals,” he said. “I think it's clear that we
have made substantial further progress on achieving our inflation goal. There has
also been very good progress toward maximum employment, but I will want to
see more improvement before | am ready to declare the test of substantial further
progress being met.

“Assuming the economy continues to improve as | anticipate, it could be
appropriate to start reducing the pace of asset purchases this year,” he said. I
will be carefully assessing the incoming data on the labor market and what it
means for the economic outlook, as well as assessing risks such as the effects of
the Delta variant.”

Even after the asset purchases end, “the stance of monetary policy will continue
to support a strong and full economic recovery and sustained attainment of 2%
average inflation,” he said.

“In particular, the FOMC has indicated that it will continue to hold the target range
for the federal funds rate at its current level until the economy reaches conditions
consistent with its assessments of maximum employment, and inflation has
reached 2% and is on track to moderately exceed 2% for some time," he said.
"There is still a long way to go before reaching maximum employment, and over
time it should become clearer whether we have reached 2% inflation on a
sustainable basis."

Williams noted that the U.S. economy was continuing to grow at a strong rate.

“The reopening of the economy means more jobs, more demand for products,
and good momentum toward a full recovery,” he said. “But, even with the strong
pace of growth we are seeing, a full recovery from the pandemic will take quite
some time to complete.”

Williams said job gains have been strong in recent months, particularly in sectors
that were especially hit hard during the COVID-19 pandemic, such as leisure and
hospitality.

However, he said “I cannot stress enough that we still have a long way to go to
get back to our maximum employment goal. For example, there are still over 5



million fewer jobs today than before the pandemic and the unemployment rate (at
5.2% in August) is still far above the levels reached early last year.”

Williams noted that in typical recessions, the challenge is that there aren’t
enough jobs for those who want them.

“In today's job market, demand for labor is very high — we hear that from
employers who are finding it hard to fill all their openings — and a lot of people
are getting hired,” he said. “At the same time, people are leaving their jobs in
large numbers, either to look for new work or exit the labor force altogether.”

He noted the cycle of hires and quits reflects the nature of the coronavirus
pandemic as workers and employers have to quickly adapt to changing
situations.

“These vacancies won't be filled instantly — it takes time for employers to find the
right workers,” Williams said. “But as demand for workers and progress on hiring
remains strong, | am confident that we will continue to see meaningful job gains
and continued progress toward maximum employment.”

Meanwhile, the Federal Reserve said Wednesday in its Beige Book report that
U.S. economic growth slipped slightly to a more moderate pace in the period
between early July and the end of August.

“The stronger sectors of the economy of late included manufacturing,
transportation, nonfinancial services, and residential real estate. The deceleration
In economic activity was largely attributable to a pullback in dining out, travel, and
tourism in most districts, reflecting safety concerns due to the rise of the Delta
variant, and, in a few cases, international travel restrictions,” the Fed said. “The
other sectors of the economy where growth slowed or activity declined were
those constrained by supply disruptions and labor shortages, as opposed to
softening demand.”

The Fed noted all districts continued to see rising employment, though the pace
of job creation ranged from slight to strong.

“‘Demand for workers continued to strengthen, but all districts noted extensive
labor shortages that were constraining employment and, in many cases,
impeding business activity,” the report said. “Contributing to these shortages
were increased turnover, early retirements (especially in health care), childcare
needs, challenges in negotiating job offers, and enhanced unemployment
benefits.”



Some districts said return-to-work schedules were pushed back due to the Delta
variant’s increase.

“With persistent and extensive labor shortages, a number of Districts reported an
acceleration in wages, and most characterized wage growth as strong —
including all of the midwestern and western regions. Several Districts noted
particularly brisk wage gains among lower-wage workers. Employers were
reported to be using more frequent raises, bonuses, training, and flexible work
arrangements to attract and retain workers.”

The Fed said that inflation was steady but at an elevated pace, with half of the
districts saying the pace of price increases was strong and half calling it
moderate.

“With pervasive resource shortages, input price pressures continued to be
widespread,” the Fed said. “Some districts reported that businesses are finding it
easier to pass along more cost increases through higher prices. Several districts
indicated that businesses anticipate significant hikes in their selling prices in the
months ahead.”

Primary to come
Piedmont Healthcare, Inc., Georgia (A1/AA-//) is set to price $1 billion of taxable
bonds on Thursday, serials 2032, 2042, 2052. RBC Capital Markets.

The Hampton Roads Transportation Accountability Commission (Aa2/A+//) is set
to price on Thursday $817.99 million of Hampton Roads Transportation Fund
senior lien bond anticipation notes, serial 2026. Citigroup Global Markets Inc.

The New Hope Cultural Education Facilities Finance Corp., Texas, (nonrated) is
set to price $498.865 million of Sanctuary LTC project senior living revenue
bonds on Thursday, consisting of: $413.515 million of Series S21A1, serials
2025-2057; $16.95 million Series S21A2, serials 2022-2025; and $53 million of
Series S21B, serials 2022-2057. HilltopSecurities.

The Windler Public Improvement Authority, Colorado (nonrated) is set to price
$291.326 million of Limited Tax Supported Revenue Bonds, Series 2021A-1,
$210.11 million and $81.216 million of Limited Tax Supported Convertible Capital
Appreciation Revenue Bonds, Series 2021A-2. Piper Sandler & Co.

The West Harris County Regional Water Authority, Texas (A1/AA/AA-/) is set to
price $188 million of water system revenue and revenue refunding bonds, Series
2021, insured by Build America Mutual, serials 2032-2041, terms 2046, 2051,
2060. Jefferies LLC.



The Minnesota Housing Finance Agency (Aal/AA+//) is set to price on Thursday
$150 million of residential housing finance bonds, Series E AMT social bonds
and Series F, non-AMT social bonds. RBC Capital Markets.

The Illinois Housing Development Authority (Aaa///) is set to price on Thursday
$144.3 million of exempt and taxable social revenue bonds. J.P. Morgan
Securities LLC.

The Michigan Strategic Fund (Ba2/BB//) is set to price on Thursday $100 million
of variable rate limited obligation revenue green bonds (Graphic Packaging
International, LLC Coated Recycled Board Machine Project), serial 2061. TD
Securities LLC

Competitive deals

Minnesota (/AAA//) is set to sell $311 million of unlimited tax general obligation
bonds at 10:30 a.m. eastern, $284.1 million of ULT GOs at 11 a.m. and $284
million at 11:30 a.m. Thursday.

The Dublin Unified School District, California, is set to sell $116 million of general
obligation bonds at 12:30 p.m. eastern on Thursday.

Athens Clarke County USD, Georgia, (/AA/l) is set to sell $93.175 million of
unlimited tax general obligation bonds at noon Thursday.

Christine Albano contributed to this report.
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