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2019 will be remembered as the defiant year. Nearly every practitioner in the interest rate markets 

got at least something wrong. The projections coming out at the end of 2018 and forecasts for 2019 included (source-

Bloomberg-Chappatta):  Bank of America “4 Fed rate increases reaching a terminal funds rate of 3.25%-3.5%.   

Morgan Stanley “The credit bear market which began in Feb. 2018 will continue in 2019.” Deutsche Bank’s 

“Increasingly tight policy will push bond yields higher”. Blackrock “We see equities and bonds eke out positive returns 

in 2019”.  We ourselves at AHWCO leaned toward a scenario that anticipated higher rates, a steeper yield curve, and 

an aggressive Fed to produce headwinds, and accordingly we executed a shift toward a lower average weekly and 

monthly leverage position in all of our portfolios. 

What nobody anticipated was what a U.S. – China trade war could produce in terms of global 

economic outlook / activity and the reactions of world central banks including the Federal Reserve to quickly shift 

policy from raising rates to lowering them. Even the most educated projections are generally no more than calculated 

risk assessments. This pattern will most certainly continue and make 2020 another year of shifting expectations. As 

the saying goes, hindsight is always 20/20.

The municipal bond market saw $418 billion of new bond issuance for the year, 21% higher than 

2018. (source-Barclays) Muni funds saw 52 weeks and counting of consecutive inflows totaling approximately $92 

billion for the year. We have discussed the impacts of the state and local tax (SALT) deduction cap in previous 

newsletters and the attraction of municipal bonds continues to be extremely strong. 96% of S&P global ratings 

outlooks on muni bonds = “Stable”. (source-Wedbush) State and local credit has been improving and munis as an 

asset class have become even more desirable including purchases of bonds by foreign sovereign funds. Surprisingly, a 

significant and growing amount of municipal bonds are being issued as federally taxable since Congress eliminated 

the ability of state and local governments to restructure their debt using tax exempt securities. There is a large 

appetite for municipal debt both from US investors and those abroad especially given that US rates are higher than 

what is available in the rest of the world.

2020 will be an interesting year. Not only is it a presidential election year but the same dynamics are 

in play that produced shifting policies and drove returns in 2019. Equity indexes are at all time highs, trade relations 

are still tenuous, global growth has been soft and foreign central banks are keeping rates at absolute lows to 

encourage borrowers. Given these backdrops we don’t see a huge rise in rates in the near future. The consensus is 

for the US 10 year to stay in a narrow range of 1.5%-2.25% although as we pointed out forecasting has been 

ineffective.



Even though we leaned toward a more conservative approach during 2019 by reducing our historical average use 

of margin and leverage we became very aggressive when trading opportunities presented themselves. What has 

distinguished us from our peers always has been our ability to actively trade for short term profits. In 2019 this 

philosophy produced handsome rewards. 2020 will undoubtably require similar posturing and we anticipate 

employing similar strategies. As always, we remain prepared to react to whatever influences market movement 

and capitalize on opportunities. 

We would like to thank all of our clients for their continued support and consideration. It is been 

our pleasure to serve you and we look forward to another profitable year in 2020.



• Muni-Bond ‘Black Friday’: Citi Sees Tax-Exempt Deals Selling Out
2019-12-12 16:40:27.259 GMT

By Danielle Moran and Amanda Albright
(Bloomberg) -- Like other analysts on Wall Street,
Citigroup Inc.’s Vikram Rai expects municipal-bond sales to
surge next year as states and cities seize on lower interest
rates to keep refinancing their debt.
But that doesn’t mean bond buyers won’t still be competing
to get in on new deals.
At an investor conference in New York, Rai said he
anticipates that $95 billion of the $440 billion of new issues
he projects for 2020 will be taxable securities, which
governments have been selling aggressively because rates have
fallen so low that they can even use them to refinance
outstanding tax-exempt bonds.
That means that there still may not be enough tax-exempt
debt to go around, given the flood of cash into mutual funds and
the money that investors will get from interest and principal
payments that they often seek to reinvest.
“We have a pretty lofty outlook for issuance -- about $440
billion -- that is coming from taxable issuance,” Rai said.
“Tax-exempt investors will feel like they’re in a mall on Black
Friday -- nothing is available in their size. It’s all out of
stock.”



• Moody’s Raises Hospital and Health-Care Muni Outlook to Stable
2019-12-09 17:40:24.739 GMT

By Danielle Moran
(Bloomberg) -- Moody’s Investors Service has raised the
outlook on the non-profit hospitals and health-care sector to
stable from negative, citing stronger revenue growth and
improved cash flows, according to a report on Monday.
* Operating cash flow will grow by 2% to 3% “driven by stronger
revenue growth largely owing to Medicare and commercial
reimbursement rate increases and growth” and an uptick in
patient volumes, Moody’s said in an emailed report by Daniel
Steingart, Lisa Goldstein, Kendra Smith, and Michael Rowan
* Merger and acquisition activity will continue as hospitals try
to gain scale and boost revenue: Moody’s
** “Hospital consolidation will continue at a brisk pace largely
aimed at gaining leverage in negotiations with commercial
insurer”: Moody’s
** Consolidation helps smaller and rural hospitals as it helps
provide resources for capital projects and technology
* Hospitals will still face increased labor costs and
“legislative, regulatory and judicial activity will remain a
substantial risk”: Moody’s
* Sector could see a positive outlook if operating cash flow
grows more than 4%
* Operating cash flow growth below 0% or an adverse legislative,
regulatory or judicial action could lead to a negative outlook:
report
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By Fola Akinnibi 

(Bloomberg) -- If past performance is any guide, the last 
big flood of new municipal-bond deals in 2019 will likely go off 
without a hitch. 

Last week, state and local government debt prices barely 
budged -- despite a small slide in the U.S. Treasury market -- 

even as issuers sold $17.7 billion of new securities, marking 
the fourth busiest week on record, data compiled by Bloomberg 
show. It was the most sales in a single week since a rush to 

market in December 2017 and is being followed by another $13 
billion this week. 

The yields on top-rated 10-year municipal bonds were 
effectively unchanged last week, finishing at about 82% of 
Treasuries. That ratio -- a key measure of relative value -- was 

down from 84% a week earlier, indicating that the tax-exempt 
debt had actually grown more expensive in comparison despite the 

big increase in supply. 
The brisk pace of borrowing over the past two weeks comes 
as investors have been pouring money into municipal-bond mutual 

funds, which have booked inflows for 48 consecutive weeks, 
according to Refinitiv Lipper US Fund Flows data. This suggests 

investors have room to take on new issuance, said Gabriel 
Diederich, a portfolio manager at Wells Fargo Asset Management. 
Moreover, many of the new sales are taxable bonds, which  

governments have been selling in order to refinance without the 
restrictions tied to tax-exempt debt. That has broadened the 

potential pool of buyers. 
“The supply boost has been dominated by an increase in  
taxable municipal issuance,” said Diederich. “However, the 

increase in tax-exempt municipal issuance has been insufficient 
to satisfy all the municipal bond mutual funds and ETFs in the 

market.” 
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Citigroup Inc.’s Vikram Rai expects municipal-bond sales to
surge next year as states and cities seize on lower interest
rates to keep refinancing their debt.
But that doesn’t mean bond buyers won’t still be competing
to get in on new deals.
At an investor conference in New York, Rai said he
anticipates that $95 billion of the $440 billion of new issues
he projects for 2020 will be taxable securities, which
governments have been selling aggressively because rates have
fallen so low that they can even use them to refinance
outstanding tax-exempt bonds.
That means that there still may not be enough tax-exempt
debt to go around, given the flood of cash into mutual funds and
the money that investors will get from interest and principal
payments that they often seek to reinvest.
“We have a pretty lofty outlook for issuance -- about $440
billion -- that is coming from taxable issuance,” Rai said.
“Tax-exempt investors will feel like they’re in a mall on Black
Friday -- nothing is available in their size. It’s all out of
stock.”



• Record Year For Muni ETFs Shows Insatiable Tax-Free Debt Demand
2019-12-17 18:30:00.0 GMT

By Amanda Albright and Fola Akinnibi
(Bloomberg) -- The $49 billion municipal-bond exchange-
traded fund market had yet another record year of growth.
Muni ETFs have seen more than $10 billion pour in this
year, a 51% increase from last year and a record for annual
inflows, according to data compiled by Bloomberg. The small-but-
growing segment of the $3.8 trillion municipal-bond market has
benefited from investor demand for tax-free state and local debt
as well as growing comfort with the product.
The sector is still dominated by BlackRock Inc., which runs
the $15 billion iShares National Muni Bond ETF, and Vanguard
Group Inc., which runs the $6.6 billion Tax-Exempt Bond ETF.
Still, new entrants to the market, including funds run by
JPMorgan Chase & Co. and Columbia Threadneedle, have been slow
to gather assets as investors stick to the low-fee, passively-
run funds.
The market is “in the early stages of moving toward muni
ETFs as a very viable solution to conventional, active muni
mutual funds,” said Rich Powers, head of ETF product management
at Vanguard.
Vanguard’s sole muni ETF has seen $2.4 billion in inflows
pour in this year and not a single day of outflows. Powers said
the company often hears feedback from investors about launching
more muni products.
And there is room for other entrants into the market as
well, said Patrick Luby, senior municipal strategist at
CreditSights.
“It’s a slow, almost organic process,” he said. “You need
to have sufficient market share and traction to get a new fund
to thrive. I don’t think it’s something that can happen quickly
or overnight, but two years from now, or five years from now, I
fully expect there will be more muni ETFs.”



• BlackRock Shifts to Longer Duration Stance on Muni Investments
2019-12-13 18:20:52.250 GMT

By Danielle Moran
(Bloomberg) -- BlackRock Inc. has shifted to a longer
duration stance for state and local government bond investments,
from a more neutral position in November, wrote Peter Hayes,
head of municipals in a note to clients on Friday.
* “We have shifted to an overall long stance on duration (i.e.,
taking more interest rate risk) via a barbell yield curve
strategy with concentrations in maturities of 0-5 year and 20
years+,” Hayes wrote
* “We hold a favorable view on credit and prefer revenue bonds,
lower-rated investment grade credits, and issues in high tax
states”: BlackRock
* The group is overweight in state tax-backed and essential-
service bonds, particularly in the Northwest, Sun Belt and
Plains
* Underweight in states and locals with poorly funded pensions
(Illinois, New Jersey, Kentucky, Pennsylvania, Connecticut),
single-site hospitals in Medicaid non-expansion states and
speculative projects with weak sponsorship, unproven technology
or unsound feasibility studies



Important Disclosure Information

A.H. Williams & Co LP (“AHW) is a registered investment advisor located in Philadelphia, 
Pennsylvania. AHW and its representatives are in compliance with the current filling requirements imposed upon 
registered investment advisors by those states in which AHW maintains clients. AHWCO may only transact business in 
states which it is registered, or qualifies for an exemption or exclusion from registration requirements. AHW’s web site 
is limited to the dissemination of general information pertaining to its advisory services, together with access to 
additional investment related information, publications, and links.

Accordingly, the publication of AHW’s web site on the Internet should not be construed by any 
customer and / or prospective client as AHW’s solicitation to effect, or attempt to effect transactions in securities, or 
the rendering of personalized investment advice for compensation, over the Internet.  Any subsequent, direct 
communication by AHW with a prospective client shall be conducted by a representative that is either registered or 
qualifies for an exemption or exclusion from registration in the state where the prospective client resides. For 
information pertaining to the registration status of AHW, please contact the SEC or state securities regulators for those 
states which AHW maintains a notice of filing.  A copy of AHW’s written disclosure statement discussing AHW’s 
business operations, services, and fees is available from AHW upon written request. AHW does not make any 
representations or warranties as to the accuracy, timeliness, suitability, completeness, or relevance of any 
information prepared by any unaffiliated third party, whether linked to AHW’s web site or incorporated herein, and 
takes no responsibility thereof.  All such information is provided solely for convenience purposes only and all users 
thereof should be guided accordingly.

Please remember that different types of investments involve varying degrees of risk, and there can 
be no assurance that the future performance of any specific investment or investment strategy (including those 
undertaken or recommended by AHW), will be profitable or equal any historical performance level(s).  Certain portions 
of AHW’s web site (i.e. newsletters, articles, commentaries, etc.) may contain a discussion of and/or provide access to, 
AHW’s  (and those of other investment and non-investment professionals) positions and/or recommendations as of a 
specific prior date. Due to various factors, including changing market conditions, such discussion may no longer be 
reflective of current position(s) and/or recommendation(s). Moreover, no client or prospective client should assume 
than any such discussion serves as the receipt of, or a substitute for, personalized advice of AHW, or from any other 
investment professional. AHW is neither an attorney nor an accountant, and no portion of the web site content should 
be interpreted as legal, accounting or tax advice.

Rankings and/or recognition by unaffiliated rating services and/or publications should not be 
construed by a client or prospective client as a guarantee that he/she will experience certain levels of results if AHW is 
engaged, or continues to be engaged, to provide investment advisory services, nor should it be construed as a current 
or past endorsement of AHW by any of its clients. Ranks published by magazines, and others, generally base their 
selections exclusively on information prepared and/or submitted by the recognized advisor.

Each client and prospective client agrees, as a condition precedent to his/her/it access to AHW’s 
site to release and hold harmless AHW, its officers, directors, owners, employees and agents from any and all 
adverse consequences resulting from any of his/her/its actions and/or omissions which are independent of 
his/her/its receipt of personalized individual advice from AHW
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