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Primary and Secondary Market Recap
By John Kozak, Managing Director and Head of Municipal Sales and Trading

THIS WEEK’S PRIMARY MARKET ACTIVITY
The San Diego Regional Airport Authority priced $1.9B of
Tax-Exempt, AMT and Taxable bonds. The $490M Tax- Brian King, Managing Director
Exempt deal did extremely well with bumps of 12 basis Public Finance Investment Banking
points in the 10-year range and up to 7 basis points on the (312) 931-6680
terms. On the $1.1B AMT deal, the terms performed best bking@cabreracapital.com
with bumps as much as 9 basis points. Spreads between
John Kozak, Managing Director
AMT and Non-AMT were 23 basis points in 5 years, 32 basis Municipal Sales and Trading
points in 10 years and 23 basis points in 30 years. Also, (312) 931-6686
spreads between 5% coupons and 4% coupons in 30 years jkozak@cabreracapital.com
were 15 basis points. On the $350M Taxable transaction,
there were mixed results with the short end bumped 5-15 Merita Kulpinski, Senior Vice-President
Lead Municipal Underwriter
basis points and the long end cheaper by 5-10 basis points. (312) 931-6654
Cook County priced $250M Tax-Exempt and Taxable deals. mkulpinski@cabreracapital.com
Both deals garnered a lot of investor interest, with the TaxExempt bumped 10-12 basis points and the Taxable deal
bumped 5 basis points throughout. The Metropolitan Water Reclamation District of Chicago priced
$500M Tax-Exempt and Taxable deals. The Tax-Exempt deals were bumped as much as 6 basis
points and the Taxable had to get 5-15 basis points cheaper than Premarketing levels.
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THIS WEEK’S SECONDARY MARKET ACTIVITY
Over the last 7 trading sessions, U.S. Treasury yields have risen on inflation and taper fears.
Municipals have followed suit but to a lesser degree. These slight variances may appear small when
looked at over a one-week time period but over time this growing divergence has ramifications in
the market.
TSRY
10-Year
30-Year

11/01/2021
1.55%
1.97%

11/17/2021
1.60%
2.00%

Change
5 bps
3 bps

MUNI
10-Year
30-Year

11/01/2021
1.22%
1.69%

11/17/2021
1.11%
1.56%

Change
-11 bps
-13 bps

Since early November, municipals and treasuries have reversed directions. Municipal rates have
dropped (prices rose) while Treasury rates have risen (prices dropped). While this is not unheard
of, historically it’s more common for municipals and treasuries to have some type of correlation.
That is, while both markets rarely move in exact parity, they do tend to move in unison. A
consequence of this split is muni ratios (blue line) have pushed lower making an already
aggressively priced market more challenging for buyers.
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MUNI/TREAS
3-Year/3-Year
10-Year/10-Year
30-Year/30-Year

CURRENT
40.20%
69.96%
79.10%

11/01/2021
47.10%
78.10%
86.20%

Despite the market being squeezed, the technical outlook in the muni space remains constructive.
Inflows are still positive with Lipper reporting $1.4 billion coming into the market and there is the
expectation that primary market issuance will diminish as we move into the holiday season. Factors
like these give dealers the confidence to continue to bid on and position bonds aggressively.
IN

THE

MUNI NEWS

•

The City of Chicago will be sending JPMorgan $225 million on November 22nd. This is the
final installment of a $450 million loan taken last year to compensate for lost revenues due
to COVID.

•

The State of Illinois will be issuing $400 million in tax-exempt general obligation debt on
December 1st. The bond will be priced through a competitive bidding process.
o The structure will consist of $200 million maturing in 1 to 20 years with a 10-year call
option.
o $325 million will be used for capital projects with the remainder dedicated to the
state’s accelerated pension benefit buyout program.

•

S&P raised Illinois’ outlook to positive from stable and affirmed their BBB long-term rating.
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