4th Quarter, 2016

FixedIncomeQuarterly
MARKET PERSPECTIVES – FIXED INCOME SERVICES
This quarter’s big winners: The Cubs & President-Elect, Donald
Trump. Who would’ve thought? The surprise presidential election
results created immediate volatility. From the fear of the
“unknown” to the sudden attempt to price in future inflation, deficit
spending, fiscal policy change, etc. The truth is there is no certainty
about the timing or even reality of any of it; however, the
preliminary tone has initially favored the equity market and looks to
continue to do so, as well as drive interest rates higher, bolstering a
possibly steeper yield curve.

“You have to think anyway,
so why not think big?”
– Donald Trump

The overall platform will develop over time and the bond market
has historically been very keen in its response to real changes. The
emotional early moves will be accurately adjusted as the new
administration takes shape. As of now, the actual data still reflects
low growth and low inflation and a predicted Fed rate hike in
December. It could be suggested that ultimately what affects the
markets most are incidental timing and major world
affairs/happenings. As Kevin Giddis, Head of Fixed Income Capital
Markets wrote, “the data is still the data and we remain in a low
growth, low inflationary environment that isn’t likely to change over
the next 60-90 days.”
The net platform suggests that government spending will increase
with a pre-commitment to infrastructure rebuild. This appears to be
coupled with lower government revenue expressed through lower
corporate and individual tax rates. Pair increased spending with
lower taxes and it may materialize into an increased budget deficit.
Under these conditions, the debt/GDP ratio is likely to go up as is
the likelihood of higher inflation (not necessarily out-of-control
inflation) and higher interest rates.
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Although baseball is done for the season, (congrats to the Cubs), the
analogy of the game’s 9 innings is apt for the financial markets
heading into 2017. If the Great Recession marked the top of the first
inning, 2017 could well be the 7th inning stretch, not quite there but
close enough to the 9th to warrant a shift in thinking from the current
ballgame towards the next. Unsurprisingly, the dominant factors of
the last few years remain intact and their influence on the global
financial markets continues. Central bank monetary policy,
inflationary pressures (or lack thereof) and likely fiscal policy
changes in the US are once again at the forefront of investors’ minds.
Themes To Watch Year-end and Into 2017
Central Bank Policy (Continued Global Easing or Pulling Back?)
Inflation (From Lack Of to Increasing Pressures?)
U.S. Fiscal Policy (Anticipated Changes After Election?)

Although these are the same factors that we saw in previous
“innings” we could see a shift in their relative importance and
influence on global bond markets. For example, the Fed could
become less “accommodative” and continue to tighten policy in the
coming year, inflation could continue to tick up, and fiscal policy
could expand as politicians look towards public infrastructure
projects in hopes of stimulating economic growth. In many ways, the
chorus of opinions cheering for a shift away from what is quickly
becoming less effective monetary policy, towards more fiscal
stimulus, is like bringing in the relief pitcher: new player, same
game, more effective and ready to close out the game.
The outcome of an all republican government (President-SenateHouse) is expected to continue for 4 years as the off-election year
puts far more democratic seats up for re-election 2 years from now.
So with 4 years of same party politics, the probabilities of policy
change fruition go up. The Fed may welcome a more active fiscal
policy, taking some of the pressure off of Fed’s attempts to keep the
markets aligned with monetary policy alone. The central bank’s
upcoming meeting and decision to hike short-term interest rates
may have gotten a lot more interesting as the market reaction could
be argued to have done their job. Still, as measured by Bloomberg’s
implied probabilities, there is an overwhelming 92% chance that the
Fed hikes short-term rates on December 14th. Much will play out
over the upcoming weeks and we will watch how rates settle in.

“This is a one in a 107-year
opportunity.”
– Joe Maddon, World
Champion Chicago Cub
Manager

Themes to Watch Year-end
and Into 2017:
 Central Bank Policy
(Continued Global Easing
or Pulling Back?)
 Inflation (From Lack Of
to Increasing Pressures?)
 U.S. Fiscal Policy
(Anticipated Changes
After Election?)

Keep calm and deliberate about portfolio allocation and proper
diversification among asset classes. Panic, radical knee-jerk
reactions and forecasting rarely work out.
As Kevin Giddis, Head of Fixed Income put it so distinctly, fixed
income trades in “years” and we are a long ways away from the
moment. Keep calm and purposeful and remember the far reaching
purpose of asset allocation. Might this be an entry point for some
bond investment of excess money on the sidelines? Perhaps. Stay
tuned. ▪
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Central Banks - Interest Rate Hikes or Cuts
The U.S. markets are subject to world events and economic
practices, yet we understandably focus on what we read and hear
about on domestic occurrences. The Fed, who promised to be
transparent, has been confusing at best as various members of the
committee continually express mixed messages about forward
policy. As we stand, based on Bloomberg data of futures, options
and OIS trading, the probability of a Fed hike in December is 92%
after leaving rates unchanged at the November meeting.
What about the other central banks? We are so focused on a
December Fed hike which may, to a large extent, be built into the
market. A big surprise may occur if other central banks reverse
course. The Bank of Japan, Bank of England and the European
Central Bank are pushing $220 billion per month into the world
economy. What happens if they, like the U.S., stop pumping money
into the markets? This may negatively affect bond prices and stocks.
Currently, most of the reporting central banks reflect a continued
probability of keeping interest rates lower through the end of the
year, although the Euro Zone has recently shifted to a likely hike.
If the election generates fiscal policy change, the Fed may value a
shared mission to improve the economy; however, the Fed may be
even more inclined to hike interest rates to balance the affects if
they feel the economy is operating at close to capacity. ▪

11/142016

U.S.
Canada
U.K.
France
Germany
Japan
Hong Kong

2yr & YTD Change
0.980%
-7bp
0.645%
+17bp
0.199%
-45bp
-0.595%
-27bp
-0.628%
-28bp
-0.226%
-21bp
0.682%

11/14/2016
10yr & YTD Change
U.S.
2.221%
-5bp
Canada
1.530%
+14bp
U.K.
1.404%
-55bp
France
0.788%
-20bp
Germany
0.316%
-31bp
Japan
-0.022%
-28bp
Hong Kong 1.343%
-14bp
Source: Bloomberg

Takeaway: Central banks
continue to control interest
rates. With the election
results known, this
influence may shift or be
shared by the government
through fiscal policy
changes.

120%

Last Chances
100%

Likelihood that central banks will lower or raise interest rates at 2016's final meetings
(probability of negative cut, probability of positive hike)

80%

60%

Probability of Central Bank Hike

40%

20%
0.9%
0%
-4.6%

-4.0%

-3.2%

-11.9%

-20%

-40%

Probability of Central Bank Cut
-60%

-80%
-84.7%
-100%

Source: Bloomberg (11/14/2016)
Based on futures, options and OIS markets trading using
Bloomberg's World Interest Rate Probability methodology.
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Equity
(market capitalization)
= $23.89 trillion
U.S. Bonds Outstanding
= $40.52 trillion
(sources: Bloomberg September,
2016, SIFMA 1st Quarter, 2016)

U.S. Total Debt Outstanding
Foreign Held

U.S. Securities in Foreign Hands
Much talk has been made about the ever increasing foreign interest
in U.S. municipal bonds. The trend is up but the talk is louder than
the impact which is very apropos given today’s media
grandstanding. Foreign investing in the U.S. markets is not a new
concept and has been on the increase as foreign interest rates have
declined to new lows, sometimes even to negative territory. The
real news is that municipal bonds represent an atypical sector for
foreign investment. For US investors, the tax-exempt benefits afford
individuals an ideal buy-and-hold way to protect capital and collect
tax-free interest. International investors emerged as interested
participants with the emergence of Build America Bonds, a taxable
municipal alternative. It is estimated that in 2010, foreign investors
held approximately $72 billion in municipal debt. By the end of
2015, they own approximately $85 billion. According to SIFMA data,
the amount of outstanding U.S. municipal debt is $3.826 trillion,
meaning foreign holders of US municipal debt is only 2.2%.

$16.0
$15.5

($trillion)

$15.0

$ 39.873
$ 9.547

$14.5

Foreign Long-term U.S. held $ 16.202
Equities
$ 6.655
Bonds
$ 9.547
source: U.S. Dept. of Treasury, SIFMA (June, 2015)

Foreign Holdings in US Securities

Trillions $
$16.5

$14.0
$13.5

Source: Treasury International Capital Securities
Long Term statistical release published online at
www.treasury.gov/resource-center/data-chartcenter/tic/Pages/ticsec2.aspx

$13.0
$12.5
2012

Takeaway: Low global
interest rates continue to
push demand for U.S.
products.

2013

2013

2015

2016

$6.196 trillion (46%) of US Treasury securities are held by foreign
entities. What’s notable is the continued trend of foreign interest in
the U.S. markets. According to the U.S. Department of the Treasury
(as of June, 2015), foreign long-term security holdings were
approximately $16.202 trillion (U.S.) of which $6.655 trillion is
equities and $9.547 trillion is bonds. Putting this in perspective,
SIFMA reports that the U.S. Outstanding Bond Market Debt for the
same time period was $39.873 trillion, meaning foreign held US
bond debt is approximately 24% of the total outstanding. ▪
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Preferred Securities – Strategy or Reach?
For the past several years, preferred securities have afforded fixed
income portfolios with a needed yield boost. With general market
interest rates near historic lows, the added yield granted a welcome
income subsidy. An example strategy for investors with a long-term
time horizon is to hold 5-10% of the fixed income portfolio in higher
yielding preferred securities. The trade-off is that preferred
securities generally lack the conservative features of true fixed
income: 1) defined income, 2) predictable cash flow and 3) a stated
maturity.
Preferred securities possess characteristics of both equities and
bonds with perpetual or long-dated maturities as well as fixed or
variable dividends. The long or perpetual maturities create more
market value unpredictability/volatility. True fixed income bonds
see prices gravitate toward par as they approach maturity, a benefit
that preferred securities may not enjoy. The strategic advantage of
relatively strong yields must continually be weighed against product
risks of dividend distribution and volatile pricing. Recent market
price changes have shifted the balance of risk-vs-reward; however,
meticulous selection accompanied by a strategic exit plan may still
provide meaningful portfolio yields. The normal buy-and-hold
design of true fixed income does not necessarily apply here.
Preferred Portfolio
5-year
10-year

Yield-to-Worst
4.560%

Current Yield
5.230%
1.642%
2.221%

(source: Bloomberg, Raymond James)

Important Preferred Considerations in Today’s Market Environment:
 Credit
 Yield-to-Worst (positive and worthwhile)
 Modest premium
 Traditional preferred or preferred debt
With interest rates jumping up post-election and preferred pricing
feeling an immediate negative impact, the argument ensues as to
whether this creates a buying opportunity or whether it is time to
reevaluate the strategic advantage of this hybrid security as part of
the fixed income allocation of assets. Preferred securities cannot
replace conservative true fixed income but can complement a welldesigned portfolio by contributing additional income during a tough
economic rate environment. The quick price changes attributed
partly to long or perpetual maturities dictate the importance of
having exit level strategies in place. The wide spreads/yields
achieved during holding periods may be offset by possible losses
obtained when liquidating. Know what you own and how it fits the
overall plan and preferred securities may complement the overall
fixed income strategic plan. ▪

“The power to tax is the
power to destroy.”
– John Marshall

Takeaway: Preferred
securities can provide much
needed yield but should
only be considered in
relationship to their added
market and structural risks
and in appropriate
proportion.
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“The most important single
central fact about a free
market is that no exchange
takes place unless both
parties benefit.”
– Milton Friedman

Takeaway: Individual bonds
are uniquely structured to
protect one’s wealth.
Clients with the largest
portfolios use municipal
bonds in this way.

Individual Bonds – A Kept Secret of the Wealthy?
A common refrain regarding what role fixed income should play in a
portfolio is something along the lines of: “you don’t hold bonds to
make you wealthy you own bonds to keep you wealthy”. The logic
behind this is that buying bonds is not typically a total return play
seeking lucrative total returns composed of both income and
appreciation but rather one of seeking a reliable income stream.
Bonds are held for various reasons, including by investors who have
already made money and quite frankly, do not desire to be poor
again. The reliability that comes along with owning high quality
individual bonds, such as municipal bonds, is comparatively
unmatched by other investment alternatives. A high quality
municipal bond for example, provides a reliable income stream and
confidence that the face value (barring default) will be returned on
a specified future date. In addition to shielding principal, an investor
receives predetermined tax-exempt interest payments and a
predictable cash flow.
The chart below displays the percentage of relationships at
Raymond James with at least one municipal bond held. It is
segregated by the total size of the relationship. A notable
correlation exists between investor wealth and individual municipal
bonds: the greater the investor wealth, the greater likelihood of
municipal bonds within the portfolio. Apparently the affluent
entrust hard earned accumulated wealth to municipal bonds,
perhaps to guard against being poor!
What level of assurance is attached to your life savings? Individual
bonds provide a degree of protection sought-after by the most
prosperous investors. How is your nest-egg protected? ▪

% of Relationships w/ a Muni
60.00%
50.00%
40.00%
30.00%
20.00%
10.00%
0.00%

Source: Raymond James
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Relative Value in Spread Product
Relative municipal bond value is sometimes measured by the
Municipal/Treasury yield ratio, which is simply the AAA-rated
municipal yields divided by the Treasury yields of the same
maturity. A widening ratio indicates a relatively cheapening
municipal market whereas a narrowing ratio indicates that
municipal bonds are getting more expensive. From 1999 to present,
the 10-year ratio has been 89.9%. As of the writing of this article,
the ratio is 90.2%. Municipal bonds are currently providing yields in
line with their historic average.
Why is this important? General news media outlets tend to express
fixed income yields based on Treasury rates. Most of our audience
invests in spread products: CDs, municipal bonds, corporate bonds,
preferred securities, etc.
The following graph below illustrates: 1) the relative wide AA-rated
Municipal/Treasury yield ratio and 2) the additional yield achieved
through spread products (municipal and corporate bonds). On a
nominal yield basis, municipal yields have exceeded Treasury yields
for most of the year and are currently spread near the year’s highs
(solid red line versus thin black line). The expanded ratio indicates
that municipals currently represent a greater relative value.

“America will never be
destroyed from the outside.
If we falter and lose our
freedoms, it will be because
we destroyed ourselves.”
– Abraham Lincoln

This is on a nominal yield basis. The dotted red line provides a
taxable-equivalent yield and demonstrates that along with
corporate bonds, the relative taxable-equivalent yields (AA-rated)
are quite healthy. Often, investors strategize for what “could”
happen or what “might” protect the portfolio rather than what the
market “is” offering that can optimize return. Investors can take
advantage of continued attractive spreads and top tax-bracket
investors in particular can benefit from the current relative value in
the municipal market.
Yield Comparisons
10y A Corp
10y AA Muni
10y AA Muni TEY(39.6%)
10y Treasury

3.8%

3.3%

2.8%

2.3%

1.8%

1.3%

More commonly used AA-rated Municipal, A-rated corporate vs. 10-year Treasury
(Source: Bloomberg, MMD, Raymond James)
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(source: Bloomberg, Raymond James)

Demand for income producing assets maintains a continued tailwind with
the sale of U.S. corporate debt reaching records. Corporate issuance has
increased every year since the recession.
Takeaway: Spread
products continue
to provide income
(yield) and cash
flow at relatively
attractive levels.

Spread is both offensive (more yield) and defensive (lower duration). As
shown in the following graph, as spread has narrowed, interest rates have
risen, offsetting any significant drop in realized yield for spread products. ▪

(Source: YieldBook, Raymond James)

(Source: YieldBook, Raymond James)
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Year-end Fixed Income Quips and Considerations

“Inflation is always
and everywhere a
monetary
phenomenon.”
– Milton Friedman

 Interest Rates
 Despite the media noise and flurries of volatility, interest rates
remain low and most of the curve is near or below levels at which we
started the year.
---------------TREASURY INTEREST RATES--------------Day Prior
Net
vs.
To Election 11/14/2016 Reaction
1/1/2016 Start-of-Yr
1-yr
0.61%
0.74%
+13bp
0.60%
+14bp
2-yr
0.82%
0.96%
+15bp
1.048
-8bp
3-yr
0.98%
1.23%
+25bp
1.31%
-7bp
5-yr
1.29%
1.63%
+34bp
1.76%
-13bp
10-yr
1.83%
2.21%
+39bp
2.27%
-6bp
30-yr
2.60%
2.99%
+39bp
3.02%
-3bp
Slope (30-2yr)
199bp
224bp
242bp
sources: Bloomberg, Raymond James

 Central bank policy (domestic and foreign demand)
 Will overseas active easing policy continue or at what point does it
taper or slowdown?
 Are the markets expecting too much too soon from Fed policy? The
Fed has found ways to impact longer-term rates as well as short-term
rates.
 The dollar has been strong. A stronger dollar could negatively impact
corporate earnings.
 Inflation
 Pressures are picking up in U.S. and although inflation has been a
non-factor, it has large impact potential.
 US Fiscal Policy
 The election could alter spending.
 Could long-term yields go higher despite a decreasing supply of long
Treasuries?
 Fiscal borrowing to fund infrastructure projects could create larger
Treasury supplies.
 The return of BABs (taxable muni structure) has been discussed. In
addition so has limiting maximum tax-free benefits of municipal
bonds. Changes in these policies could have an impact.
 Interest Rate “real equilibrium”:
 Are interest rates set to be historically low for extended period?
 Workable Ideas
 Treasury Inflation Protected Securities (TIPS) in structure could be
useful investment tools as they are designed to adjust up in value as
inflation rises to compensate for any real loss inflation inflicts. The
same thought process can be applied to adjustable rate securities that
have a coupon that adjusts to an index thus potentially keeping up
with rates should they rise. Currently, the market dictates a January,
2025 maturity in order to reach positive yields on TIPS. Many
adjustable rate securities are equally “rich” to the market. As a
substitute, properly aligned laddered portfolios may be a way to
achieve many of the benefits not attainable in these specific products.
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 Fixed Income Substitutes
 Growth assets (equities, MLPs, insurance products, etc.) are
NOT typically good income or wealth maintenance
substitutes. Even though appreciation prospects provide
means for growth, the lack of maturity and/or guaranteed
dividends are unacceptable risk factors for providing income
and a stated time of return of face value of investment; key
components to maintaining one’s wealth.
 Individual bonds, despite several recent years of good total
returns, are generally NOT good substitutes for growth
assets. Even though individual bonds may provide reliable
coupon income, they should not be relied upon for continued
growth via appreciation.
 Fixed Income “Conservative” Attributes
 Barring default, held-to-maturity fixed income assets are
conservative because of: 1) reliable cash flow, 2) definable
income and 3) a stated maturity. Low duration is often
mistaken for a “conservative” position. Most portfolios
combine equities with fixed income and most investors have
a desire for one to offset the other in volatile times. In other
words, if stocks are getting hammered, it is advantageous for
the fixed income to hold up and vice versa. Low duration
bonds are highly correlated to equities.


Fund Flows (U.S. $millions)
“The worst form of
inequality is to try to make
unequal things equal.”
– Aristotle

Source: ICI Data

 According to ICI data, fund flows continue out of equities
and into bond funds.
 Foreign ownership of U.S. debt (Treasuries and corporate
bonds) has risen to 24% of the total outstanding. Consistent
high takedowns from indirect (foreign) bidders continues at
U.S. Treasury Auctions.
 Ongoing quantitative easing overseas is keeping global
interest rates subdued and generating continued demand for
the relatively high U.S. interest rates and products.
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“Education is the key to
unlock the golden door of
freedom.”
– George Washington
Carver

Bonds 101
 Income vs Cash Flow: Know the Difference!
o Coupon = Cash Flow (stated coupon * face value = total cash
flow)
o Income = Yield = Earnings (yield * dollars invested = total
earnings or yield)
o A bond with a coupon of 5.00% and yield of 2.00% has high
cash flow but low yield. Conversely, a bond with a 2.00%
coupon and 5.00% yield has low cash flow and a high yield.
 The “De Minimis Tax Rule” aka Capital Gains on Discounted
Municipal Bonds
o If/when rates rise, municipal bonds may fall below par value
and often “gap down” in price. Why?
o The De Minimis tax rule allows income to be taxed at the
typically lesser capital gains rate (versus ordinary income
rate) if the market discount is less than ¼ point times full
years to maturity. If the market discount is more than ¼
point times full years to maturity, then the market discount
is not De Minimis and considered taxable interest and taxed
as ordinary income.
o Capital gains tax is paid on the difference between the price
paid and the price received at maturity.
o Key: A “buy-and-hold” investor is not affected by De
Minimis.
o De Minimis only affects a new “buyer” of a discount
municipal bond, NOT the current holder but has the
potential to affect the current holder if they elect to sell
prior to maturity.


Modified Duration – A bond’s price can change with interest
rate sensitivity
o A 100bp or 1% change in interest rates will affect the pricing
of a bond by its duration. (i.e. duration = 3; a 1% interest
rate change will affect the price approximately 3%)
o Callable bonds are often priced to a near-term or first call
date (shorter effective maturity). If/when interest rates rise,
the bond may reprice to maturity instead of the call date.
This causes the duration (price sensitivity to interest rate
changes) of the bond to increase.
o Be aware of your callable bonds, ask your advisor to share a
“Shock Analysis” report to stress test your portfolio.

 Getting Ready for Tax Day: Properly Evaluating Gains or Losses
o Look at the “adjusted cost basis” of the bond, it will take
into account any premium or discount to par value in
relationship to the passage of time.
o Adjusted basis accurately reflects the “tax basis” of the
bond position and the gains/losses for tax purposes.
11 | P a g e
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------------------World Bond Markets-----------------2-Year
5-Year
10-Year
30-Year
United States
0.984%
1.645%
2.222%
2.990%
Canada
0.652%
0.951%
1.537%
2.188%
United Kingdom
0.199%
0.656%
1.404%
2.060%
France
-0.595%
-0.116%
0.788%
1.590%
Germany
-0.628%
-0.331%
0.316%
0.947%
Italy
0.096%
0.930%
2.057%
3.176%
Spain
-0.125%
0.424%
1.513%
2.709%
Sweden
-0.682%
-0.136%
0.494%
Japan
-0.226%
-0.158%
-0.022%
0.541%
Hong Kong
0.682%
0.999%
1.343%
as of 11/14/16

Source: Bloomberg LP, Raymond James

US Outstanding Debt $40.6 trillion
(in $ trillions)

MortgageBacked, 8.8 , 22%

Agency, 2.0, 5%

Corporate,
8.4, 21%
Treasry, 13.4,
33%

Asset-backed,
1.4, 3%
Money Market,
2.8, 7%

source: SIFMA, 2nd quarter 2016

Municipal, 3.8,
9%
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Additional Fixed Income and Strategy Resources
Doug Drabik - Sr. Fixed Income Strategist
Benjamin Streed, CFA - Fixed Income Strategist
Drew O’Neil - Fixed Income Strategist

Investments Type
Expertise Include:
 Treasuries/Agencies
 Brokered CDs
 Corporate bonds
 MBS/CMOs
 Tax-exempt municipals
 Taxable municipal bonds
 Preferred securities

“Every client with the
means to properly diversify,
can have a customized
bond portfolio that will
perform as intended
regardless of interest rate
moves. “

The Fixed Income Strategy Group provides market commentary,
portfolio analysis and strategy to Raymond James advisors for the
benefit of their clients. We are part of the larger 13 person Fixed
Income Services Group (FISG) within Raymond James’ Fixed Income
Capital Markets Group of more than 500 fixed income professionals
including trading and public finance experts in twenty-nine
nationwide locations. This publication does not constitute Fixed
Income research, but rather it represents commentary from a
trading perspective.
RaymondJames.com is a vast resource for those seeking fixed
income market commentaries, strategies, education materials and
index/yield data. Please visit our public webpage at
http://raymondjames.com/fixin.htm for popular resources which
include:










Bond Market Update
Municipal Bond Investor Weekly
Fixed Income Market Commentary by Kevin Giddis
Weekly Interest Rate Monitor
Fixed Income Weekly Primer
Taxable Fixed Income Chartbook
Weekly Index Monitor
Fixed Income Quarterly (FIQ)
Participants in the Investment Strategy Quarterly (ISQ)

- FISG of Raymond James
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The author of this material is a Trader in the Fixed Income Department of Raymond James & Associates (RJA), and is not an
Analyst.
Duration is the measure of a bond’s price sensitivity relative to interest rate fluctuations. Investments are not FDIC insured and
are subject to investment risks, including possible loss of principal invested.
Diversification and strategic asset allocation do not ensure a profit or protect against a loss. Investments are subject to market
risk, including possible loss of principal. The process of rebalancing may carry tax conseqeuences.
Any opinions expressed may differ from opinions expressed by other departments of RJA, including our Equity Research
Department, and are subject to change without notice. The data and information contained herein was obtained from sources
considered to be reliable, but RJA does not guarantee its accuracy and/or completeness. Neither the information nor any
opinions expressed constitute a solicitation for the purchase or sale of any security referred to herein. This material may include
analysis of sectors, securities and/or derivatives that RJA may have positions, long or short, held proprietarily. RJA or its
affiliates may execute transactions which may not be consistent with the report’s conclusions. RJA may also have performed
investment banking services for the issuers of such securities. Investors should discuss the risks inherent in bonds with their
Raymond James Financial Advisor. Risks include, but are not limited to, changes in interest rates, liquidity, credit quality,
volatility, and duration. Past performance is no assurance of future results.
This communication is intended to improve the efficiency with which Financial Advisors obtain information relevant to their
client's fixed income holdings. This information should not be construed as a directive from the RJ&A Fixed Income
Department to buy or sell the securities noted above. Prior to transacting in any security, please discuss the suitability,
potential returns, and associated risks of the transactions(s) with your Raymond James Financial Advisor.
Investing involves risk and you may incur a profit or a loss. The value of fixed income securities fluctuates and investors may
receive more or less than their original investments if sold prior to maturity. Bonds are subject to price change and availability.
Investments in debt securities involve a variety of risks, including credit risk, interest rate risk, and liquidity risk. Investments in
debt securities rated below investment grade (commonly referred to as “junk bonds”) may be subject to greater levels of
credit and liquidity risk than investments in investment grade securities. Investors who own fixed income securities should be
aware of the relationship between interest rates and the price of those securities. As a general rule, the price of a bond moves
inversely to changes in interest rates. Diversification does not ensure a profit or protect against a loss. Investments referenced
within the illustration on page 7 of this document are not FDIC insured except where indicated, and are subject to investment
risks, including possible loss of the principal invested.
The information contained herein has been prepared from sources believed reliable but is not guaranteed by Raymond James
& Associates, Inc. (RJA) and is not a complete summary or statement of all available data, nor is it to be construed as an offer
to buy or sell any securities referred to herein. Trading ideas expressed are subject to change without notice and do not take
into account the particular investment objectives, financial situation or needs of individual investors. Investors are urged to
obtain and review the relevant documents in their entirety. RJA is providing this communication on the condition that it will
not form the primary basis for any investment decision you may make. Furthermore, because these are only trade ideas,
investors should assume that RJA will not produce any follow-up. Employees of RJA or its affiliates may, at times, release
written or oral commentary, technical analysis or trading strategies that differ from the opinions expressed within. RJA and/or
its employees involved in the preparation or the issuance of this communication may have positions in the securities discussed
herein. Securities identified herein are subject to availability and changes in price. All prices and/or yields are indications for
informational purposes only. Additional information is available upon request.
Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. Raymond James Financial Services, Inc., member
FINRA/SIPC
While interest on municipal bonds is generally exempt from federal income tax, it may be subject to the federal alternative
minimum tax, or state or local taxes. In addition, certain municipal bonds (such as Build America Bonds) are issued without a
federal tax exemption, which subjects the related interest income to federal income tax.
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