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IN THE PIPELINE

Municipality Amount

By Andrea Riquier
The longest losing streak for 30-year munici-

pal bonds in nine months has left tax-exempt 
debt “cheap” relative to lower-yielding U.S. 
Treasuries, said Guy Davidson, who man-
ages $30 billion at AllianceBernstein Holdings.

Top-rated 30-year munis yielded 3.92 per-
cent Nov. 25, the most since Aug. 9, as the 
Bloomberg Valuation Index added 4.1 basis 
points in the week. The yield rose for eight 
straight trading days from Nov. 10 to Nov. 22, 
the longest stretch since Feb. 1-14.

Municipal sales will dwindle to $7.2 billion 
this week from $12.2 billion the week of 
Nov. 14, the most this year. More declines 
in Treasury yields will also draw investors to 
tax-exempt bonds, said Davidson, director of 
municipal investments at AllianceBernstein.

“If the Treasury market continued to rally, 
long-term municipals will follow, mainly 

Munis ‘Cheap’ on Losing Streak Sales May Rise 20% in 2012, Says JPMorgan

Municipal borrowers may sell 20 
percent more long-term debt next year 
compared with 2011 as yields sink to 
near historic lows, according to Peter 
DeGroot, head of municipal research at 
JPMorgan Chase & Co. in New York.

As much as $350 billion of bonds 
maturing in more than 12 months may 
be sold in 2012, compared with $291 
billion projected for this year, DeGroot 
and Josh Rudolph, an associate, said in 
a note to investors. Rates on tax-exempt 
debt will decline in the first quarter and 
remain low into the second, while rising 
by year-end, he said.

“We believe the past year’s focus on 
default risk and bankruptcies is a bit 
off the mark,’’ DeGroot and Rudolph 

said in the report, sent Friday. “General-
obligation credit has two key exposures 
to the economic cycle: tax revenues and 
pension funding. Neither of the two are 
expected to deteriorate enough to broadly 
threaten ability to pay.’’

In the first quarter of next year, yields 
on tax-exempt securities will fall by 20 
basis points, or 0.2 percentage point, for 
five-year maturities to 35 basis points on 
10-year and 40 basis points for 30-year 
debt, according to the report. 

By the end of December 2012, the 
analysts said yields will rise on five-year 
bonds by 30 basis points and 55 basis 
points for 30-year issues. 

“There are two key risks to our relatively 
sanguine view towards state and local 
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