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Muni Yield Curve this year 
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Source: Bloomberg 
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Treasury Yield Curve this year 
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Treasury Yields Plummet 
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Bond Buyer 40 Yield vs US Treasury 30 Yield 

Source: Bloomberg 

GT30 Govt – Last Price 1.494 
BBMY Index – Last Price 2.640 

BBMY Index – GT30 Govt 1.1744 
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Muni Market Feast & Famine 

Source: Bloomberg 

This graph illustrates the performance of the municipal bond market since 2006. Since then, the market has experienced 3 major 
sell-offs: 1) Flight into Treasuries out of risk, 2) Panic selling because of Meredith Whitney, 3) Fears of Fed tapering. 
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Muni Bond Flows 

Source: Lipper 
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Recent Daily Bond Fund Flows 

Source: EPFR 
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The Yield of the 10-Year US Treasury 
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Courtesy of Bianco Research, LLC 
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Bond Market “Move” Volatility 
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Courtesy of Bianco Research, LLC 
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2-yr vs. 10-yr Treasury Yields 

Source: Bloomberg 

Mid Price: 52.005 
High on 03/19/20: 68.331 
Average: 26.069 
Low on 08/27/19: -5.331 
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2-yr vs. 30-yr Treasury Yields 

Source: Bloomberg 

Mid Price: 129.925 
High on 06/05/20: 145.151 
Average: 79.616 
Low on 08/27/19: 42.572 
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Investment Grade Corporate Spreads 
 

Bid Price: 1.47 
High on 03/23/20: 3.73 
Average: 1.40 
Low on 12/31/19: 0.93 

Source: Bloomberg 
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10yr Treasury and Core CPI 

Source: Bloomberg 

10yr Treasury: 0.713 

Core CPI: 1.222 
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Federal Deficit 

Source: Bloomberg, CBO.gov 
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G7 Government Bond Yields 

Country 2-year Yields (%) 10-year Yields (%) 

As of June 23, 2020 

USA 0.190 0.712 

Canada 0.293 0.541 

UK -0.071 0.208 

France -0.595 -0.208 

Germany -0.678 -0.411 

Italy 0.069 1.252 

Japan -0.172 0.004 

Swiss -0.733 -0.438 

Source: Bloomberg 



©Copyright 2020 Cumberland Advisors®.  Further distribution prohibited without prior permission. 16 

Muni Default Probabilities Are Smaller 

Rating Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 

Municipal 
Issuers % % % % % % % % % % 

Aaa 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

Aa 0.00 0.00 0.00 0.01 0.01 0.01 0.01 0.02 0.02 0.02 

A 0.00 0.01 0.02 0.03 0.03 0.04 0.06 0.08 0.09 0.11 

Baa 0.03 0.11 0.22 0.35 0.48 0.63 0.76 0.89 1.02 1.13 

Ba 0.25 0.69 1.12 1.62 2.03 2.34 2.71 3.06 3.38 3.65 

B 2.84 5.63 8.31 10.41 12.52 14.04 15.09 15.85 16.71 17.91 

Caa-C 9.20 14.42 17.79 19.65 20.90 22.17 23.12 24.15 25.14 25.75 

Investment-Grade 0.00 0.01 0.02 0.03 0.04 0.05 0.06 0.08 0.09 0.10 

Speculative-Grade 1.32 2.47 3.47 4.31 5.05 5.62 6.13 6.59 7.03 7.47 

All Rated 0.02 0.04 0.05 0.07 0.09 0.10 0.12 0.14 0.15 0.16 

Source: Moody’s 

Cumulative Default Rates, Average over the Period 1970-2018, Municipal Issuers 
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Higher Corp. Default Experience 

Rating Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 

Corporate 
Issuers % % % % % % % % % % 

Aaa 0.00 0.01 0.01 0.03 0.08 0.13 0.19 0.24 0.30 0.37 

Aa 0.02 0.06 0.11 0.19 0.29 0.39 0.51 0.61 0.70 0.78 

A 0.05 0.15 0.32 0.50 0.72 0.96 1.22 1.50 1.80 2.10 

Baa 0.16 0.43 0.75 1.13 1.52 1.93 2.33 2.74 3.20 3.70 

Ba 0.89 2.44 4.23 6.13 7.91 9.55 11.03 12.47 13.95 15.48 

B 3.33 7.87 12.54 16.80 20.66 24.11 27.19 29.84 32.24 34.28 

Caa-C 10.03 17.59 24.00 29.42 34.02 37.63 40.74 43.71 46.34 48.23 

Investment-Grade 0.09 0.23 0.42 0.65 0.89 1.15 1.41 1.69 1.98 2.28 

Speculative-Grade 4.03 8.11 11.98 15.43 18.43 21.01 23.25 25.25 27.11 28.79 

All Rated 1.53 3.04 4.42 5.62 6.64 7.51 8.26 8.92 9.55 10.13 

Source: Moody’s 

Cumulative Default Rates, Average over the Period 1970-2018, Corporate Issuers 
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10-yr Treasury vs. 10-yr German Bond 

Source: Bloomberg 

N I R P 

GT10Y Govt Mid YTM: 0.713 
GTDEM 10Y Govt Mid YTM: -0.409 
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57 years of Government Yields 

Source: Bloomberg 

1963 - 2020 

Mid Price: 0.713 
High on 09/30/81: 15.842 
Average: 6.116 
Low on 03/09/20: 0.543 
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Fed Maturity Structure: Assets 

Source: Bloomberg 
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The Fed’s QE Bond Purchases 

21 
Courtesy of Bianco Research, LLC 



©Copyright 2020 Cumberland Advisors®.  Further distribution prohibited without prior permission. 

3

5

7

9

11

13

15

6869707172737475767778798081828384858687888990919293949596979899000102030405060708091011121314151617181920

U3
Unemployment

Unemployment 

22 
Source: St. Louis Fed, Bureau of Labor Statistics  

This is NOT  
the y-axis 
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The Fed’s Maturing Treasury Portfolio  

23 
Source: Bloomberg     Concept Credit: Bianco Research, LLC 
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The Fed’s Treasury Portfolio by Maturity 

24 
Source: Bloomberg     Concept Credit: Bianco Research, LLC 
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T-Bill Issuance Ramps Up 
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A Look At Unemployment Claims 
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This is NOT the Y-axis 

Source: Bloomberg     Concept Credit: Bianco Research, LLC 
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Total Negative Yielding Bonds Outstanding 
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Combined Central bank Balance Sheets 

28 
Courtesy of Bianco Research, LLC 
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S&P 500 Forward PE Ratio 

29 
Courtesy of Bianco Research, LLC 
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S&P 500 Value Forward PE Ratio 
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Courtesy of Bianco Research, LLC 
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Small Cap (S&P 600) Forward PE Ratio 
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Courtesy of Bianco Research, LLC 
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Corp. Profits & Stock Market Cap. 

Source: Bloomberg, St. Louis Fed. Concept: Ned Davis Research 
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Disclosure 

All material presented is compiled from sources believed to be reliable. However, accuracy 
cannot be guaranteed. Past performance is no guarantee of future results. All investments 
involve risk including loss of principal. Fixed income investments are subject to interest rate 
and credit risk. 
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