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Rush to the bond market
tuels Stitel, Edward Jones

BY RICK IESLOGE
ksl bigournakcon |

A year-end Nnancing push by dozens
of school districts. municipahties and
other government agencies is creating
a boom in the public Ninance depart-
ments of area investment firms.

Local Noanclers seeing o banner De-
cember include Stifel, Nweolios & Co.,
Edward Jones and Stern Brodhers &
Coe, all of whikeh have more than dou-
bl — and 1n Stifel’s case, quadropled
— their December publie bond cbos-
ings compared with Decermber 200940,
The rush comes ag local government=
puzh o take advantage of federal stim-
ulus programs that expire Deg. 51,

A key program 2ed Lo expire I2 one for
Bulld America Bomdz. The iaxable
bonds Include a 35 percent credit on
the Interest. making them more @i-
tractive to both the taxing suthoritles
selling the bends that receive the ered-
it e Investors buying the bomds who
recelve o higher Intercst rate. Build
Amerien Bonds were ereated two years
ago as part of the federal stmulus
package.

The investment Nrms are selling so
many of those and other government
bomds thal the programs. desigoes] Lo
bring down the cost of borrowling or
local gpovernments, ane actually seelng
Interest rales go up, sald Peler Cea-
Jkowskl, managing pariner of Sik==
public finance business.

“We've scen interest raies rise by as
much as a percent over the last couple
of months.™ he said.

Stifel underwrote 17 public nance
deals between Dec. 1 and 210 Nine of
those were Build America Bonds. The
department had four public financing
winderwrilngs (o December 2000, and
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Srewm Brothers’ publ

Sirinwe Drainsacd jore more
than dobied in Decemeser

only one was with Builld America
Bomls,

S0 far n the fourth guarter of 2000,
sLimulus aet bonds have accounted for
FO55 million of SuUkels underwriling.
surpassing traditional bonds. which
mandde wp 3825 milllon,

"I Hke the Cashe for Clunkers pro-
gram, when all the people buying cars
Hoaded the market.” sald Pepe Finn.
chatrman amd CEO of Stern Brothers in
Clavton. “All of a sudden there was huge
demand, and it distoried the markel.”

Stern Brothers, which typieally han-
dles amaller public mancings in ihe
range of 5% million to 525 million. £x-
pected to underwrite 25 transactlons
In December. which 1s more than twiee
the volume the company handles in a
typical month.

Publie Nnance operations Lypleally

have wrapped up their year-end work
by mid-December, sald Rich Byifel o
ging  direetar in the Fdwaed
Jones publie finanee departmen Ir
vou could Eswe your bonds and save
voursell 25 o 30 basis points (a gquar-
ter 1o throe-tenths of a percent) over
borrowing In January, you're golng Ly
Barrow now.” he sald.

The dollar voluome of Edward [omes”
public Nnanes business more than (ri-
pled this December o 5103 millen,
compared with $31.3 milllon in De-
cember 2009,
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Edwand Jones” pubdic
Jmanwe hasimess triphed

e S 103 million

Bulld America Bonds amd other sibm-
ulus bond programs have helped push
Lhe municlpal bond markel Lo 54 248
billion this year, surpassing the previ-
ous record of 5424.2 billion set in
2007, according to Thomson Reuters.
which tracks the data. Build Amcrica
Bonds have accounted for $116.3 bil-
lon of the sales.

Erie Cowan. director in public fi-
mance for Bank of America Merrll
Lynch m St Louls, satd the rush was
wver by Christimas. Baonk of America
underwrote more than 3300 milhon
worth of Build Amertca Bomds i A
oourl. Ulie largest odal o the state, acs
cording o Thomson Reuters,

Those golng to market iIn Decermber
I Missouri included:

* The Unmwersity of Mizsourl. which
sold 32523 milllon in Bulkl America
Bonds through Bank of America Mer-
rill Lynchy;

* 5, Louls Public Schools, which is-
sued 3566 millon In qualned con-
struetion bonds and £25 million in
Bulkl America Bonds threugh Suifel:

= Southeast Mssourt Slale Universi-
Ly, which sold $4.76 milllon In tradi-
topal bonds and $534.5 million in
Bulkl Ameriea Bonds through Edward
Jomes, and

* The EKirkwood School INSCRRL
which sold S5L6 milllon In Bulld
Amerca Bonds through Bank of
Amerca and Edward Jones.

Investiment companles declined (o
disclose thelr revenue [rom the ofler-
Ings. though the offering documents
In general spell out the total fecs. For
cxample. on the University of Mis-
sourls $252.3 million In bonds. the of-
fering document shows a total under-
writer discount of $1.55 milllon, with
Bank of America and Morgan Stanley
sharing $870,3600 The rest of the
funds are split among olhers  Hhal
waorked on the offering. including Lhe
law Mrmz hat reviewed The deal
Thompson Coba In 5. Loulks amd
Gillrmore & Bell 1o Bansax Clly.

ourna

Deocember 31, 200 (Hansary &, 2001

LX)



