
Crossmark Global Investment’s municipal bond product outperformed the benchmark 
for 1Q18 due to the shorter duration and conservative nature of concentrations in general 
obligation and essential services revenue bonds.  With the 10 year Treasury moving from 
a 2.43 percent to begin the year to 2.74 percent at the end of the quarter, shorter duration 
portfolios outperformed.

For the quarter, the 10 year Treasury produced an impressive range as it moved from 
2.43 percent to begin the year to a high of 2.94 percent on February 21, holding a rather 
tight range until the last few days in the quarter when the global equity markets became 
very volatile prompting a flight to safety.  The quarter end volatility pushed the 10 year 
Treasury to 2.74 percent to the finish.  As expected, the Federal Open Market Committee 
raised the short-term interest rate by 25 basis points.  This represented the sixth rate hike 
since December 2015.  

Municipal bond rates remained uncoupled from other fixed income sectors as prices 
moved very little when compared to the wide range for the 10 year Treasury until March.  
The uncoupled municipal bond market was down 1.4 percent while the comparable 10 
year Treasury was down 2.1 percent.  With new issuance down a reported 38 percent, 
the spread on municipal bonds widened as trading firms added concession in an attempt 
to make up for the lack of trading volume.  The drop in new issuance is primarily from 
the advance refunding side of the market, which had probably largely played out with 
interest rates rising.  Foreign investors continued to purchase municipal bonds but in 
much less volume than seen in 4Q17.  Domestic investors appeared disciplined by being 
selective during the quarter.  Crossmark Global Investments remained disciplined with 
trading during the quarter with transactions occurring in concentrated activity when 
inventory presented opportunity.  Most of the concentrated activity occurred prior to and 
immediately after three day weekends as senior traders were off the desks and individuals 
were attempting to sell, which is a normal pattern prior to tax reporting in April. 

December 2017 municipal bond new issuance broke a record at greater than $62 billion, 
the best December since 1985. It was anticipated that most of the issuance slated for 
1Q18 had been pushed into December.  Fortunately, the forward new issuance calendar 
looks to be improving as we head into 2Q18 which could bring the uncoupled municipal 
bond market back towards the remaining fixed income sectors.  Municipal bond pricing 
may not move much during the forward quarters if the 10 year Treasury drops enough 
to test the 2.63 percent support since the pricing was already slightly higher than other 
fixed income sectors.  While support at 2.63 percent may be tested during 2Q18 and into 
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3Q18, there are research firms suggesting 
the 10 year Treasury could end calendar 
year 2018 above the 3.00 percent level.  
There is a lot of volatility left to be 
placing a narrow range for the year end 
number this early as Crossmark Global 
Investments will be taking advantage of 
the opportunities that present themselves.

Oil price increases are usually met with 
disgruntled users ranging from drivers as 
they fill vehicles at the pump to topping 
off heating oil in northeast states where 
winter just refuses to relinquish to spring.  
There are eight major oil producing 

states that will benefit from rising oil prices.  Alaska, Louisiana, Texas and North Dakota 
are the largest that will be direct beneficiaries and could see continued economic growth 
this year as oil rebounds from the lows produced two years ago.  All eight major oil 
producing states will likely see their economies expand with Texas leading the group 
with an anticipated 4 percent growth according to HIS Markit cited by S&P.  These states 
rely on energy production as a key driver of their economies and for taxes levied directly 
on the oil industry.  Municipal bond investors have demanded less compensation on at 
least two oil producing states debt, signaling that credit risk may be abating.

Crossmark Global Investments continues to find value in the municipal secondary market 
with bonds rated A or better involved with essential services like water, sewer, power, 
streets, highways, school education and general obligations.  The ideal maturities on 
the yield curve have moved to the 10 to 20 year range with a call feature between 2019 
and 2024.  Crossmark continues to hold a shorter duration than the Barclay’s Quality 
Municipal Index with a focus on higher quality municipalities.  Crossmark Global 
Investments continues to use municipal bond market volatility to opportunistically 
manage the portfolios entrusted to us.
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Crossmark Global Investments, Inc. (Crossmark) is an investment adviser registered with the Securities and Exchange Commission that provides discretionary 
investment management services to mutual funds, institutions, and individual clients.  Information and recommendations contained in market commentaries and 
writings are of a general nature and are not intended to be construed as investment, tax or legal advice.  Investment advice can be provided only after the delivery 
of Crossmark’s firm Brochure and Brochure Supplement (Form ADV Parts 2A and 2B) and once a properly executed investment advisory agreement has been entered 
into by the client.  All Investments are subject to risks, including the possible loss of principal.

These materials reflect the opinion of Crossmark on the date of production and are subject to change at any time without notice.  Where data is presented that 
was prepared by third parties, the source of the data will be cited, and we have determined these sources to be generally reliable.  However, Crossmark does not 
warrant the accuracy of the information presented.
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About Crossmark’s 30 Year History
Crossmark Global Investments is an innovative 
investment management firm. The firm provides 
a full suite of investment management solutions 
to institutional investors, financial advisors and 
the clients they serve. We have a multi-decade 
legacy of specializing in responsible investment 
strategies for clients. Founded in 1987, the firm 
is headquartered in Houston, Texas. 

For more information contact our 
Advisor Solutions Group:
advisorsolutions@crossmarkglobal.com
888-845-6910

Page 2 of 2


