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 As our clients and frequent readers may know, we typically dedicate the content of our 

municipal market commentary to a discussion regarding the more granular aspects of the fixed 

income markets and municipal bonds in particular.  Given recent events, however, we believe 

it would be helpful to discuss our thoughts surrounding the US election and its potential impact 

on municipal bonds more broadly.  In effort to assess the effects of the outcome of both the US 

Presidential Election and corresponding market reaction, it is appropriate to begin by stating 

the obvious.  That is to say, the final results were widely unexpected.  Throughout election night, 

as it became increasingly evident that President Elect Trump would be victorious, financial mar-

kets fluctuated violently.  Trump’s election, as the first person to have never served in public of-

fice, created enormous uncertainty.  The initial market reaction pushed Treasury prices higher 

as equity futures plummeted.  Treasury prices then quickly faded as the bond market struggled 

with the notion of a Republican President, Senate, and House and how they could impact the 

broader economy from fiscal perspective.  Sentiment quickly shifted to fear that a Trump Presi-

dency, including significantly higher fiscal spending, could ultimately result in higher inflation.  

We firmly believe this dramatic fluctuation in financial markets reinforces why investors should 

maintain a meaningful allocation to tax-free municipal bonds more generally.  In our view, the 

historically lower rate sensitivity of municipal bonds, relative to Treasury’s, and the solid underly-

ing credit fundamentals of municipal issuers provides investors with attractive tax-free cash flow 

and lower principal fluctuation during periods of interest rate fluctuation.  To this point, as of the 

writing of this commentary, municipal bonds have enjoyed solid performance year-to-date, 

rising approximately 2.48%, according to the Barclays Muni Index (BMI) while the BMI is higher 

by 4.13% year over year.    

 Regardless of the complexion of the Federal government, the emphasis that both politi-

cal parties have placed on infrastructure investment ensures the long-term stability of the mu-

nicipal bond market as it is the primary conduit through which infrastructure investing actually 

occurs.  Throughout US history, and, more recently, through our experience with President 

Obama’s American Recovery and Reinvest in America Act, passed in 2009, whereby over $800 

billion was given to states for “shovel ready” projects, we have found that the creation and or  
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restoration of infrastructure takes a very long time.  The process of creative destruction associat-

ed  with the design, construction, and reconstruction of bridges, tunnels, roads, and airports, for 

example, takes place over years if not decades.  Therefore, it is reasonable to believe that any 

meaningful economic benefit gained from the completion of these initiatives are unlikely to be 

realized for many years. 

 In closing, it is very difficult, if not impossible, to accurately assess the potential impact 

that a Trump Presidency may have on the US and global economies in the months and years 

ahead.  Therefore, we believe caution is warranted in every respect.  As it relates to the current 

state of the US economy, very little has changed.  Growth continues to be anemic and con-

sumption remains depressed.  Moreover, we believe those supporters of Hillary Clinton, who em-

braced the ideals and initiatives she embodied, will be less inclined to believe a Trump Presiden-

cy will be a unifying force for bringing the US out of the economic malaise it has been mired in 

since the Great Recession.  Their disenchantment with the direction of the country, and perhaps 

the economy, could further constrain growth as their caution and concern informs their financial 

decisions going forward.   

 Regardless of one’s political persuasion, events of the last couple of days, together with 

the immeasurable degree of uncertainty they have created, are an important reminder to in-

vestors of the importance of attractive tax-free income and the relative safety of the municipal 

issuers we invest in.  We encourage clients to remember that a diversified portfolio including tax-

free fixed municipal bonds provide security in uncertain times.  Should you wish to take ad-

vantage of the recent movement up in interest rates in order to increase your tax-free income, 

please do not hesitate to contact us.  We would be happy to share our thoughts as to where we 

are seeing value in the municipal bond market today.   
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Andrew Clinton 

President   
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Please remember that past performance may not be indicative of future results.  Different types of investments involve varying degrees of 

risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or product made reference to 

directly or indirectly in this newsletter (article), will be profitable, equal any corresponding indicated historical performance level(s), or be 

suitable for your portfolio.  Due to various factors, including changing market conditions, the content may no longer be reflective of current 

opinions or positions.  Moreover, you should not assume that any discussion or information contained in this newsletter (article) serves as 

the receipt of, or as a substitute for, personalized investment advice from Clinton Investment Management, LLC. To the extent that a reader 

has any questions regarding the applicability of any specific issue discussed above to his/her individual situation, he/she is encouraged to 

consult with the professional advisor of his/her choosing.  Please consult with an investment professional before making any investment 

using content or implied content from any investment manager.  A copy of our current written disclosure statement discussing our advisory 

services and fees is available for review upon request. 
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