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Four Reasons For Why You Should Own Municipal Bonds 

The current size of the municipal bond market is $3.9 trillion. Over 2/3 of municipal securities are held by retail investors 

either directly or through mutual funds according to the Municipal Securities Rulemaking Board. Retail investors own 46% 

of the municipal market with individual securities and mutual funds own another 26%. The remaining 27% of the muni 

market includes banking institutions at 12%, insurance companies at 12%, and other at 3%. 

 
 

Why do retail investors hold municipal bonds outright? 
 

 Less expensive. Over 75% of municipal customer trades are transaction-based. A one-time mark-up of 2-points 
on a bond with a 10-year maturity is equivalent to 20 basis points per year or 0.20% annually. This is one of the 
most cost-efficient investments available. 

 Highly rated. Approximately 60% of municipals are rated in the Aa and Aaa rating categories compared to only 
6% for global corporate bonds. Higher rated bonds offer some margin for error. For instance, Aa rated bonds can 
be downgraded 7 notches before dropping to below investment grade. With only 1.5% of muni credits rated junk 
compared to over 47% of global corporate credits, municipals are one of the safer investment options available. 

 New Issues. Municipal bonds come to market via competitive and negotiated deals. Most negotiated deals include 
a retail order period to ensure their bonds are available to individual investors. The definition of retail can vary by 
issuer, but the intent is typically to provide retail investors access to the same bonds with the same terms as 
institutional investors.  
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 Value. Investors in high tax brackets have historically found tax-free income from municipal bonds attractive 
compared to other quality investments. Today the muni/Treasury ratios are over 100% across the entire yield 
curve. For example, a 10-year Aaa rated municipal bond yields 123% of Treasuries, adjusting for a top tax bracket 
that increases to 208% of Treasuries. 

 
For example…  
A City of Stamford CT general obligation /AAA/AAA deal priced today. The 2030 maturity has a yield of 0.71%. That is 125% 
of the 10-year treasury. If we adjust for a top federal tax bracket, the taxable equivalent yield is 1.20%, or 212% of the 10-
year treasury. If we include a top CT bracket the taxable equivalent yield is 1.36%, and now you are at 240% of the 10-year 
treasury. A Connecticut resident can buy this AAA rated CT bond with 2.4 times more taxable equivalent yield than a US 
Treasury. 
 
The Week Ahead… On the new issue front, $7.3 billion is expected to come to market, according to Ipreo. The largest sale 
of the week is a taxable deal from the State of Hawaii (-/AA+/AA+), with $900 million of general obligation bonds. Other 
large expected deals include: the Long Island Power Authority (A2/A/A) with $507 million of electric system general 
revenue bonds; Bexar County, TX (Aaa/AAA/AAA) is selling $229 million of limited tax refunding and limited flood control 
tax refunding bonds; the Waco Education Finance Corp (-/A+/A+) is selling $217 million of revenue and refunding bonds 
for Baylor University; and Rutgers State University, NJ (Aa3/A+) with $220 million of GO refunding bonds. See table below 
for additional new issuance. 
 
For the Numbers… Municipal yields fell last week, with the short end of the AAA curve falling by 2- 3 bp and the long end 
seeing larger drops, in the 5-7 bp range. This led to a slight flattening of the curve from ~134 bp to ~130 bp, as measured 
by the 1 to 30 year spread. The steepest part of the curve remains the intermediate portion, as the 5-15 year window 
provides the most slope to investors. 
 

This Week Last Week Change

10 Y 30 Y 10 Y 30 Y 10 Y 30 Y

Municipal (AAA) 0.62% 1.38% 0.69% 1.44% -0.06% -0.07%

Treasury 0.55% 1.20% 0.59% 1.23% -0.04% -0.03%

Ratio 113.1 114.9 116.1 117.4 -3.0 -2.5

Tax Equivalent Ratio (Fed 37%) 179.5 182.4 184.3 186.3 -4.8 -3.9  

 

 Bond Yields (%) as of 07/31/20
1 2 3 4 5 7 10 15 20 25 30

0.08 0.10 0.11 0.17 0.23 0.41 0.62 0.97 1.16 1.31 1.38
-2 -4 -4 -4 -6 -6 -6 -6 -6 -6 -6

0.13 0.15 0.17 0.27 0.37 0.64 0.99 1.53 1.83 2.08 2.19
0.27 0.35 0.46 0.61 0.76 1.19 1.54 1.71 1.99 2.16 2.21
-76 -70 -60 -58 -58 -47 -29 -26 -25 -25 -24

0.11 0.11 0.11 0.16 0.21 0.39 0.55 0.77 0.98 n/a 1.20
-5 -3 -6 -7 -6 -5 -4 -13 -5 n/a -3

0.31 0.37 0.48 0.60 0.75 1.09 1.49 2.06 2.38 2.46 2.42
-4 -4 -5 -5 -5 -4 -3 -2 -2 -1 -1

Dow Jones Industrial 26,428  -0.2% -0.2% Prime Rate 3.250   3.250    5.250   
NASDAQ Composite 10,745  3.7% 34.2% 3-Month LIBOR 0.249   0.247    2.266   

Crude Oil 40.27    -2.5% -25.0% Fed Funds 0.250   0.250    2.250   

U.S. Dollar/Euro 1.178    1.0% 5.1% 1-Month T-Bill 0.090   0.100    2.010   
Gold 1,986    3.2% 33.7%

Muni AAA¹
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Treasuries³
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New Issue Calendar 

 
BQ: Bank Qualified, SG: Selling Group, PSF: Permanent School Fund, GO: General Obligation, UT: Unlimited Tax, LT: Limited Tax. 
New issues are offered by Official Statement only. 
Free copies on request. For full calendar of New Issues visit www.raymondjames.com/fixed_income_municipal_bonds_calendar.htm. 
 
There is no assurance any of the trends mentioned will continue or forecasts will occur. Investing involves risk and investors may incur a profit or a loss. Past 

performance may not be indicative of future results. Prior to transacting in any security, please discuss the suitability, potential returns, and associated risks of the 

transaction(s) with your Raymond James Financial Advisor.  

This communication is not an offer to sell or a solicitation to buy any securities mentioned herein. High grade and High yield securities mentioned herein may not be 

suitable for all investors. A credit rating of a security is not a recommendation to buy, sell or hold securities and may be subject to review, revisions, suspension, 

reduction or withdrawal at any time by the assigning rating agency. Raymond James & Associates, Inc. (RJA) or its affiliates may perform investment banking or other 

services for, or solicit investment banking business from, any company or issuer mentioned in this report. RJA or its officers, employees, or affiliates may own shares, 

options, rights or warrants and/or execute transactions in the securities mentioned in this report which may not be consistent with the report’s conclusions. 

Additionally, RJA may at times elect to make markets in particular high yield securities, but there can be no guarantee that our market making activities will be 

uninterrupted. All expressions of opinion reflect the judgment of the Fixed Income Municipal Department of RJA at the time of publication and may be subject to 

change without notice. Information has been obtained from sources considered reliable, but we do not guarantee that the foregoing report is accurate or complete. 

Other departments of RJA or its affiliates may have information that is not available to the Fixed Income Municipal Department about companies or Issuers 

mentioned in this report. Further information on the securities mentioned herein is available upon request. Interest on Municipal Bonds is generally exempt from 

federal taxation and may also be free of state and local taxes for investors residing in the state and/or locality where the bonds were issued. However, bonds may be 

subject to federal alternative minimum tax (AMT), and profits and losses on tax-exempt bonds may be subject to capital gains tax treatment. Bonds are subject to risk 

factors including: 1) Default Risk - the risk that the issuer of the bond might default on its obligation 2) Rating Downgrade - the risk that a rating agency lowers a debt 

issuer's bond rating 3) Reinvestment Risk - the risk that a bond might mature when interest rates fall, forcing the investor to accept lower rates of interest (this 

includes the risk of early redemption when a company calls its bonds before maturity) 4) Interest Rate Risk - this is the risk that bond prices tend to fall as interest 

rates rise. 5) Liquidity Risk - the risk that a creditor may not be able to liquidate the bond before maturity. High-yield bonds are not suitable for all investors. The risk 

of default may increase due to changes in the issuer's credit quality. Price changes may occur due to changes in interest rates and the liquidity of the bond. When 

appropriate, these bonds should only comprise a modest portion of a portfolio.  

Sources: (1) BVAL Municipal AAA Yield Curve (Callable) (2) Tax Equivalent Yield calculations on AAA-rated tax exempt yields assume a 37% tax rate (3) Treasury, 

Corporate, and Taxable Municipal yields from Bloomberg. Short Term Yields are from Bloomberg, Federal Reserve and Securities Industry and Financial Markets 

Association. * In Basis Points. BVAL Municipal AAA Yield Curve (Callable) - The curve is populated with high quality US municipal bonds with an average rating of AAA 

from Moody's and S&P. The yield curve is built using non-parametric fit of market data obtained from the Municipal Securities Rulemaking Board, new issues, and 

other proprietary contributed prices. The curve represents 5% couponing. The 3 month to 10 year points are bullet yields, and the 11 year to 30 year points are yields 

to worst for a 10-year call.  

Date Amount Issuer ST Description Moody's/S&P/Fitch Maturity
8/3 $4MM Perry Publ ic Faci l i ties  Authori ty GA Revenue Bonds  (Ci ty of Perry Projects ) Aa3 / /
8/3 $6MM Eanes  Independent School  Dis trict TX Taxable Unl imited Tax School  Bui lding /AAA / ( /AA+ / ) PSF 8/1/2021-40
8/3 $18MM Eanes  Independent School  Dis trict TX Unl imited Tax School  Bui lding & Refunding /AAA / ( /AA+ / ) PSF 8/1/2021-40
8/3 $11MM City of Stamford, Connecticut CT General  Obl igation Refunding Bonds , NR /AAA /AAA 4/1/21-33
8/3 $117MM City of Phoenix Civic Improvement AZ Taxable Subordinated Excise Tax Revenue Aa2 /AAA /AA+ 7/1/2023-36
8/3 $150MM City of Phoenix Civic Improvement AZ Taxable Subordinated Excise Tax Revenue Aa2 /AAA /AA+ 7/1/2021-45
8/3 $75MM Alaska Hous ing Finance AK General  Mortgage Revenue Bonds  II  2020 Aa1 /AA+ / 12/01/2030-35
8/3 $135MM Alaska Hous ing Fiance Corporation AK General  Mortgage Revenue Bonds  II  2020 Aa1 /AA+ / 06/01/2021-44
8/4 $148MM Wal led Lake Consol idated SD MI 2020 School  Bui lding and Si te Bonds  Aa1 / / 05/01/2024-50
8/4 $8MM Sonoma Val ley USD CA 2020 General  Obl igation Refunding Bonds Aa2 / / 08/01/2024-28
8/4 $5MM Snyder Independent School  Dis trict TX Unl imited Tax Refunding Bonds Aa3 / / 02/15/2021-26
8/4 $8MM Snyder Independent School  Dis trict TX Unl imited Tax Refunding Bonds Aaa / / (Aa3 / / ) PSF 02/15/2021-34
8/4 $93MM Oxnard SD CA 2020 Refunding General  Obl igation Bonds  /AA / ( /A+ / ) BAM 08/01/2021-44
8/4 $39MM Maine State Hous ing Authori ty ME Mortgage Purchase Bonds , 2020 Series  F Aa1 /AA+ / 11/15/2021-50
8/4 $47MM Leander Independent School  TX Unl imited Tax Refunding Bonds , Taxable /AAA / ( /AA / ) PSF 08/15/24-34, 41, 44
8/4 $30MM Henry County, Georgia GA General  Obl igation Sa les  Tax Bonds , Aaa /NR /NR 5/1/21-25
8/4 $17MM Georgia  Association County GA Certi ficates  of Participation (Henry County Aa1 /NR /NR 7/15/22-40
8/4 $132MM City of Phoenix Civic Improvement AZ Subordinated Excise Tax Revenue Bonds Aa2 /AAA /AA+ 7/1/2021-45
8/4 $18MM City of Longview TX Taxable General  Obl igation Refunding /AA /AA 06/01/2021-33
8/4 $121MM Alabama Highway Finance AL Specia l  Obl igation Revenue Bonds , Series  Aa2 /NR /AA+ 8/1/21-40
8/5 $3MM Travis  County Municipal  Uti l i ty TX Unl imited Tax Refunding Bonds /BBB+ / 9/1/2021-34
8/5 $900MM State of Hawai i HI Taxable General  Obl igation Bonds  of 2020 Aa2/AA+/AA+
8/5 $112MM Municipal i ty of Anchorage, Alaska AK 2020 General  Obl igation Bonds , Series  /AAA /AA+
8/5 $9MM Miss iss ippi  Development Bank MS Starkvi l le Specia l  Obl igation Bonds /AA / (A1 / / ) BAM 03/01/2021-50
8/5 $34MM Leander Independent School  TX Unl imited Tax Refunding Bonds /AAA / ( /AA / ) PSF 08/15/2026-30, 2045
8/5 $88MM Leander Independent School  TX Unl imited Tax School  Bui lding Bonds /AAA / ( /AA / ) PSF 08/15/2026-50
8/5 $6MM Cal ipatria  USD CA 2020 General  Obl igation Refunding Bonds  /AA / ( /A / ) AGM 08/01/2022-39
8/6 $26MM Titus  County TX General  Obl igation Refunding Bonds /A / 03/01/2021-34
8/6 $4MM Teague Independent School  TX Taxable Unl imited Tax Refunding Bonds /A+ / 2/15/2024-25
8/6 $6MM Robla  SD (County of Sacramento) CA General  Obl igation Bonds , Election of Aa3 / / 08/01/2049-53
8/6 $9MM City of Lake Worth Beach, Florida FL Non-Ad Valorem Revenue Bonds , Series  A2 /AA- / 7/1/22-35
8/6 $17MM City of Lake Worth Beach, Florida FL Non-Ad Valorem Revenue Bonds , Taxable A2 /AA- / 7/1/23-40

http://www.raymondjames.com/fixed_income_municipal_bonds_calendar.htm
http://www.raymondjames.com/fixed_income_municipal_bonds_calendar.htm
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US Treasury securities are guaranteed by the US government and, if held to maturity, generally offer a fixed rate of return and guaranteed principal value. The Dow 

Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on the New York Stock Exchange (NYSE) and the NASDAQ. The NASDAQ 

Composite is a stock market index of the common stocks and similar securities listed on the NASDAQ stock market. Investing in oil involves special risks, including the 

potential adverse effects of state and federal regulation and may not be suitable for all investors. Currencies investing are generally considered speculative because 

of the significant potential for investment loss. Their markets are likely to be volatile and there may be sharp price fluctuations even during periods when prices 

overall are rising. Gold is subject to the special risks associated with investing in precious metals, including but not limited to: price may be subject to wide 

fluctuation; the market is relatively limited; the sources are concentrated in countries that have the potential for instability; and the market is unregulated. Keep in 

mind that individuals cannot invest directly in any index, and index performance does not include transaction costs or other fees, which will affect actual investment 

performance.  

Investment products are: not deposits, not FDIC/NCUA insured, not insured by any government agency, not bank guaranteed, subject to risk and may lose value. 

Ref: M20-3057961 until 4/24/2022 

 

 


