
U.S. Municipal Bond Market 

Heavy Supply, Positive Flows (Returned),
Rising Benchmark Yields in the Municipal Market

Summary
• The political seesaw about COVID-relief talks continued this week, but an 

agreement continues to be highly unlikely unless something changes the Senate’s 
view. 

• We saw about $1.7 billion of investment dollars flow into municipal funds this 
week, per Lipper data.

• Municipal benchmark yields continued to rise week-over-week. 
• Issuers sold about $47 billion of bonds in September, a massive amount especially 

for that month. Another $14 billion is expected next week.
• The $3+ billion Brightline West financing for a high-speed intercity passenger rail 

service between Los Angeles and Las Vegas is still listed as day-to-day.
• About $110 billion of issuance is needed over the last three months of the year to 

not only hit a record amount of annual issuance, but total bond sales would also 
meet our 2020 annual issuance forecast.

Market Forces, Headlines
The political dynamic in Washington this week only continued to reassure investors that 
near-term uncertainty is a primary market influencer. COVID-19 relief talks were called off 
by the White House toward the beginning of the week. Two days later, they were back 
on as the executive branch finally understood a piece-by-piece approach was not going to 
work for the House of Representatives.

September Municipal Issuance was Massive, and Expected
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Source: Refinitiv, The Bond Buyer, and HilltopSecurities.

We have continually written, and will reiterate again here, that the gap between the 
White House and the House Democrats on a fifth phase of relief is just too great, still. 
The most important part of the pre-election relief-talk dynamic is not between those two 
groups, but the stance of the Republican-controlled Senate. The Senate is nowhere near 
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House Democrats as far as magnitude of a dollar amount of relief. Aid for state and 
local governments continues to be a significant barrier too. Senate Majority Leader 
Mitch McConnell noted today while campaigning in Kentucky that it’s unlikely anything 
gets done before Election Day.

Positive Municipal Fund Flows
We saw about $1.7 billion of investment dollars flow into municipal funds this week 
per Lipper data, offering a well-needed injection of investor support to the municipal 
market supply and demand dynamic. Last week, investors pulled money from 
municipal funds. This withdrawal was concerning because of how much issuance has 
been coming and is still expected to be marketed to investors before Nov. 3. 

Municipal Yields Rising
Municipal benchmark yields have been on the rise since August. This past week alone, 
we saw the 30 year municipal market yield rise by 10 basis points compared to the end 
of last week. Since the beginning of August, the 10 year benchmark yield rose 37 basis 
points and the 30 year spot by 46 basis points. Treasuries have risen in recent weeks 
as well, but municipal yields have been pressured partly because of the supply and 
demand dynamic. 

MMD Benchmark Yields Higher Across the Board Since August

Date
AAA GO MMD

Benchmark Yield
(2 yr) %

AAA GO MMD
Benchmark Yield

(10 yr) %

AAA GO MMD
Benchmark Yield

(30 yr) %

8/7/2020 0.09 0.58 1.27

9/4/2020 0.15 0.83 1.57

10/2/2020 0.13 0.88 1.63

10/8/2020 0.15 0.95 1.73

Change
between 8/7 

and 10/8
0.06 0.37 0.46

Source: Refinitiv and HilltopSecurities.

Municipal Issuance Still Very Heavy
For the last several weeks, we have seen a significant amount of issuance come to 
market as issuers seemingly have been trying to complete financings before the Nov. 
3 elections. For the month of September, state and local governments and other 
municipal entities sold $47 billion of bonds. This is well above the average monthly 
amount for September of $28 billion. Next week, there will be another $14 billion 
of bond sales looking for places in investor portfolios. It is very possible that October 
issuance for this year amounts to somewhere between $40 and $50 billion, which is 
above the October average. A transaction that continues to be listed as day-to-day 
for next week is a $3+ billion Brightline West financing for a high-speed intercity 
passenger rail service between Los Angeles, California and Las Vegas, Nevada. 
The Brightline West financing has a green bond designation and opinion from 
Sustainalytics.

What happens in November and December where issuance is concerned is still up in 
the air and the election results could likely go a long way in helping to determine if 
2020 sets a record for total annual municipal bond sales. As of now, a record-breaking 
year is very possible. Only about $110 billion of issuance is needed to get close to $450 
billion for 2020, which happened to be our forecast for 2020 issuance. 

Last week, investors pulled 
money from municipal funds. This 
withdrawal was concerning because 
of how much issuance has been 
coming and is still expected to be 
marketed to investors before Nov. 3. 

Since the beginning of August, the 
10 year benchmark yield rose 37 
basis points and the 30 year spot by 
46 basis points.

What happens in November and 
December where issuance is 
concerned is still up in the air and 
the election results could likely go a 
long way in helping to determine if 
2020 sets a record for total annual 
municipal bond sales.

https://twitter.com/JakeSherman/status/1314602991014621184
https://twitter.com/JakeSherman/status/1314602991014621184
https://www.hilltopsecurities.com/media/3401/hilltopsecurities-municipal-commentary-dec-18-2019.pdf
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Recent HilltopSecurities Municipal Commentary
• Still No Full Recovery for State & Local Governments, nor Hours Worked, 

October 7, 2020
• White House Walks Away from COVID-19 Relief Talk Table, October 6, 2020
• 29 days, October 5, 2020
• President Trump Tests Positive, October 2, 2020
• Election 2020: Results Will Impact the Economy, Markets, and Municipal 

Bonds, September 29, 2020
• How Long Will We Work From Home?, September 25, 2020
• Rush to Market Continues, $14 Billion of Municipal Issuance Coming Next 

Week, September 18, 2020
• "March to Common Ground" Bipartisan Proposal Calls for $500 Billion for 

State/Local Governments, September 15, 2020
• Municipal Issuers Rushing to Market Before Election “Month”, September 14, 

2020
• Watching How U.S. Fiscal and Monetary Policy Impacts the Municipal Bond 

Market, September 8, 2020
• In a K-Shaped Recovery, Governments and Non-Profits Could Be Among Those 

That Fade, September 4, 2020
• Hotel California (Such a Lovely Place), Unique Tax Policies Under Consideration, 

September 2, 2020
• State and Local Aid is Key Roadblock, Says COS Meadows, But Offers $300 

Billion, September 1, 2020

Readers may view all of the HilltopSecurities Municipal Commentary here.
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