COPPERSTONE CDD
EXHIBIT TO 12-22-16 MINUTES:
Discussion of Bond Refunding

MEMORANDUM
To:

Board of Supervisors
Copperstone Community Development District

From:

Robbie Cox, MBS Capital Markets, LLC
Edwin Bulleit, MBS Capital Markets, LLC

Re:

Update on Series 2007 Bond Refinancing Process

Date:

December 19, 2016

As you know, MBS Capital Markets (“MBS”) is currently engaged as the District’s underwriter for the
potential refunding of the District’s Series 2007 Bonds. Over the past several weeks, MBS has
undertaken a number of items related to the refunding, including the preparation of credit packages, as
well as discussing the outstanding deferred cost obligation with staff and the developer. The purpose of
this memorandum is to provide the Board with a brief update on the municipal bond market, particularly
with regard to recent geopolitical events, and the resulting impact on interest rates and therefore the
refunding process.
The ability of the District to realize economic savings as the result of the proposed refunding has been
largely driven by prevailing rates in the municipal bond market, which were at historic lows throughout
much of 2016. The 30-year municipal bond benchmark (MMD scale) hit an all-time low in early July,
shortly after the British referendum on leaving the European Union (commonly known as “Brexit”), and
then slowly returned to the general levels seen pre-Brexit. However, in the weeks following the U.S.
presidential election on November 8, the 30-year MMD jumped more than 80 basis points, from 2.53 to
3.35 1. The calendar year 2016 MMD chart that follows demonstrates this volatility.

1 The MMD scale reflects market rates for a “AAA” rated security; rates for investment grade rated community development district
refunding bonds may range from approximately 150 to 200 basis points (1.5% to 2.0%) above the MMD scale for maturities in any given
year.
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Due to the combination of increased rates and current market volatility, it is unlikely that the District will
be able to proceed with a refunding on favorable terms until the market stabilizes and investor appetite
returns. Although the market has shown signs of leveling, investor appetite typically wanes during the
holidays. Therefore, barring a significant market reversal, we would advise waiting until after the first
of the year to make further substantive decisions regarding the timing and structure of the District’s
refunding.
MBS will monitor developments over the next 30 to 45 days, during which time we will continue to have
dialogue with both institutional investors and our network of local banks regarding their short-term
outlook. Historically, certain investors have aggressively pursued buying opportunities early in the new
year, and we will be prepared to address that interest, should the trend continue.
Please feel free to contact us with any questions at 813-281-2700 or rcox@mbscapitalmarkets.com.
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