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Muni Yield Curve this year
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Treasury Yield Curve this year

US Treasury Actives Curve Jlsil iR R E o] O =10 0 g R 1 111 i Graph Curves
X-Axis ICIGa - Y-Axis  [ERER » Currency [EOER- PCS Lower Chart [@_

06,/26/20 |=W03,/20,/20 (OFITEDI = 1W 1M Modify @ Curves & Relative Value

Treasury Yields Plummet
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Bond Buyer 40 Yield vs US Treasury 30 Yield
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Muni Market Feast & Famine

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

Municipal Bond Fund Flows (All Municipal)
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Recent Daily Bond Fund Flows

Daily Bond Fund Flows
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The Yield of the 10-Year US Treasury

The Yield of the 10-Year US Treasury
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Bond Market “Move” Volatility
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2-yr vs. 10-yr Treasury Yields
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2-yr vs. 30-yr Treasury Yields
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Investment Grade Corporate Spreads
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10yr Treasury and Core CPI
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Federal Deficit
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G7 Government Bond Yields

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
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Muni Default Probabilities Are Smaller

Cumulative Default Rates, Average over the Period 1970-2018, Municipal Issuers

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 1041 1252 1404 1509 1585 16.71 1791
Caa-C 9.20 1442 17.79 19.65 2090 22.17 23.12 2415 25.14 255
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 3.47 431 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
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Higher Corp. Default Experience

Cumulative Default Rates, Average over the Period 1970-2018, Corporate Issuers

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Corporate % % % % % % % % % %
Issuers

Aaa 0.00 001 00l 003 008 013 019 024 030 037
Aa 002 006 011 019 029 039 051 06l 070 078
A 005 015 032 050 072 096 122 150 180  2.10
Baa 016 043 075 113 152 193 233 274 320 370
Ba 0.89 244 423 613 791 955 1103 1247 1395 1548
B 333 787 1254 1680 20.66 2411 2719 29.84 3224 3428
Caa-C 10.03 1759 2400 2942 3402 37.63 4074 4371 4634 4823
Investment-Grade 0.09 023 042 065 080 1.5 141 169 198 228
Speculative-Grade ~ 4.03 811 1198 1543 1843 2101 2325 2525 2711 28.79
All Rated 153 304 442 562 664 751 826 892 955 10.13

Source: Moody’s
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10-yr Treasury vs. 10-yr German Bond
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577 years of Government Yields
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Fed Maturity Structure: Assets
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The Fed’s QE Bond Purchases

The Fed's "QE" Bond Purchases
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Unemployment

15 -
u3
Unemployment
13 This is NOT
the y-axis
11 A
9 -
7 E
5 -
3 T T T T T T T T T T T T T T
6869707172737475767778798081828384858687888990919293949596979899000102030405060708091011121314151617181920

Source: St. Louis Fed, Bureau of Labor Statistics
OCopyright 2020 Cumberland Advisors®. Further distribution prohibited without prior permission. (800) 257-7013 | Cumber.com | @CumberlandADV




The Fed’s Maturing Treasury Portfolio
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The Fed’s Treasury Portfolio by Maturit
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T-Bill Issuance Ramps Up
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A Look At Unemployment Claims
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Total Negative Yielding Bonds Outstanding
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Combined Central bank Balance Sheets

Cumulative Central Bank Balance Sheets
Includes the Fed, ECB, BOE, BOJ and SNB
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S&P 500 Forward PE Ratio
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S&P 500 Value Forward PE Ratio

S&P 500 Value Forward PE Ratio
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Small Cap (S&P 600) Forward PE Ratio

Small Cap (S&P 600) Forward PE Ratio
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Corp. Profits & Stock Market Cap.
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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.

OCopyright 2020 Cumberland Advisors®. Further distribution prohibited without prior permission. (800) 257-7013 | Cumber.com | @CumberlandADV




	Slide Number 1
	Muni Yield Curve this year
	Treasury Yield Curve this year
	Bond Buyer 40 Yield vs US Treasury 30 Yield
	Slide Number 5
	Muni Bond Flows
	Recent Daily Bond Fund Flows
	The Yield of the 10-Year US Treasury
	Bond Market “Move” Volatility
	2-yr vs. 10-yr Treasury Yields
	2-yr vs. 30-yr Treasury Yields
	Investment Grade Corporate Spreads�
	10yr Treasury and Core CPI
	Federal Deficit
	G7 Government Bond Yields
	Muni Default Probabilities Are Smaller
	Higher Corp. Default Experience
	10-yr Treasury vs. 10-yr German Bond
	57 years of Government Yields
	Fed Maturity Structure: Assets
	The Fed’s QE Bond Purchases
	Unemployment
	The Fed’s Maturing Treasury Portfolio 
	The Fed’s Treasury Portfolio by Maturity
	T-Bill Issuance Ramps Up
	A Look At Unemployment Claims
	Total Negative Yielding Bonds Outstanding
	Combined Central bank Balance Sheets
	S&P 500 Forward PE Ratio
	S&P 500 Value Forward PE Ratio
	Small Cap (S&P 600) Forward PE Ratio
	Corp. Profits & Stock Market Cap.
	Disclosure

