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THE WEEK AHEAD 
1. Muni vs. Treasury ratios improved week over week based on the sell 

off in the municipal market. 
 
 

2. Lipper reported higher municipal bond fund outflows last week, 
marking the 14th consecutive week of outflows. 

 
 

3. Negotiations between President Biden and Speaker of the House 
Kevin McCarthy continue over the debt ceiling standoff. 
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THE NUMBERS THIS WEEK 
 

Treasury yields increased by 17 to 31 basis points across the curve with larger moves coming from short and intermediate 
maturities. Notably, the 1-year yield closed on Friday above 5% for the first time since early March while the 10-year yield 
closed at 3.70%, a level also not seen in over two months. Municipal yields followed their taxable counterparts higher as 
the benchmark AAA municipal curve ended the week higher by 17 to 29 basis points, which for a top tax bracket investor 
translates to taxable equivalent yield increases of 27 to 46 basis points. 
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Year Treasury Municipal 

(AAA)
Municipal 

(A)

Municipal 
TEY* 
(AAA)

Municipal 
TEY* (A)

Muni 
(AAA)/Tsy 

Ratio

Muni TEY* 
(AAA)/Tsy 

Ratio
1 2024 5.02 3.08 3.75 5.21 6.33 61% 104%
2 2025 4.28 2.97 3.64 5.01 6.15 69% 117%
5 2028 3.76 2.61 3.32 4.41 5.61 69% 117%
10 2033 3.70 2.52 3.27 4.26 5.52 68% 115%
20 2043 4.07 3.32 4.11 5.60 6.94 81% 138%
30 2053 3.95 3.56 4.35 6.01 7.35 90% 152%

*Taxable equivalent yield @ 40.8% tax rate
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STAND UP & TAKE NOTICE 

In a blink of an eye, you may have missed the large sell off in the municipal market last week.  Municipal yields 
increased across the curve since last Monday anywhere from 25 basis points (bp) in the one year, 32bp in 5 
years to 16bp for the 30-year maturity.  This result creates a double meaning for investors. If you currently own 
municipals in your portfolio, you will see the overall value of your portfolio decrease; however, do not let this alarm 
you.  Remember, municipals are in your portfolio for wealth preservation, maturity structure, cash flow and the 
return of par value at maturity.  These four attributes will not change over the life of the bond unless the bonds are 
called or the highly unlikely event of a default (Note: only 1/20th of 1% of investment grade municipal bonds have 
defaulted according to Moody’s 10 year look back.  This means that over the last 10 years, owners of investment 
grade municipal bonds have had a 99.95% probability of receiving coupon and principal payments on time and in 
full).  Bottom line, no need to focus on unrealized losses in your account when the market experiences these 
volatile cycles. Investors with cash to deploy will find opportunities with this sell off.  Municipal yields have 
increased as mentioned above, this increase provides investors with the opportunity to lock in higher returns by 
investing out longer.  Many investors have identified the value in the short end of the market and captured higher 
returns in money market funds, short-term treasuries, or brokered CDs.  That creates a short-term solution, 
however, how long will short-term rates offer these high returns?  That remains to be seen.     

If you are not an avid follower of the municipal bond market, you may not be aware of the unprecedented depth of 
the current inversion of the municipal yield curve from the 2 – 8-year maturities.  Monday, May 15th established 
the all-time widest spread between the 1-year AAA MMD (Municipal Market Data) yield at 3.03% and the curve’s 
inflection point yield at 2.27% in 2030 at 76bp!  After the sell off last week that spread has narrowed slightly to 
73bp, but now the inflection point has moved out to 8 years and that spread is at 75bp.  So, what does this 
mean for investors?  There are multiple strategies here are two that investors may want to consider.  The first is 
the traditional ladder approach.  This approach presents the opportunity for investors to be able to take advantage 
of whatever interest rates happen to be in any given year once the first leg of the ladder matures or is 
called.  Each year thereafter bonds will mature allowing the investor to reevaluate their financial needs. They can 
decipher if they reinvest (shorter or longer) based on the current yield curve or decide to simply maintain the cash 
position for liquidity needs, either way the choice is theirs. Below is a summary of an illustrative 10 – 15-year 
national bond ladder, these averages do not assume the investor resides in a state where investment income is 
taxed, therefore depending on your residency the after-tax yield (ATY) may be lower than presented. The taxable 
equivalent yield (TEY) for an investor in the 37% federal tax bracket is a 5.79% yield to worst (YTW) and a 
6.08% yield to maturity (YTM).  
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The second strategy is the bar-bell approach.  This approach includes multiple bond positions as well, however 
for this example; based on the current yield curve we will isolate bonds in the one-year maturity and the 20 – to 
30-range sector.  This strategy allows you to take advantage of the high yielding one year maturity while locking in 
yield and cash flow on the longer end. 

 

 

 

With the bar-bell strategy investors need to be aware that after a year, 200M (in this example) will mature and will 
have to be redeployed.  If interest rates have remained high, they can reinvest at those levels, unfortunately if 
rates have declined, they still have 300M locked in longer with higher yields and sustained cash flow.  These 
averages do not assume the investor resides in a state where investment income is taxed, therefore depending 
on your residency the after-tax yield (ATY) may be lower than presented. The taxable equivalent yield (TEY) for 
an investor in the 37% federal tax bracket is a 6.01% yield to worst (YTW) and a 6.01% yield to maturity 
(YTM). 

No matter what strategy an investor chooses, stand up and take notice, because in a blink of an eye, 
these yields may decline. 

 

ILLUSTRATIVE PORTFOLIOS 

Our illustrative proposals reflect three opportunities along the yield curve with bonds maturing from 1 to 20 years. 
Portfolio yields increased 25-30 basis points on the week as munis followed Treasury yields higher.  Strategically, 
for investors looking to lock in long-term, reliable cash flow, our duration focused 10–20yr maturity illustration 
continues to offer an excellent tax efficient solution. The average yield to worst is ~3.50%, that equates to a taxable 
equivalent yield to worst of ~5.90% for an investor in the top federal tax bracket and subject to the net investment 
income tax. If the callable bonds are not called, the yield to maturity increases to ~3.85%, that equates to a taxable 
equivalent yield to maturity of ~6.50%. This is a solution with premium coupon bonds with an average coupon of 
4.45% and a market price of ~$106.35. The current yield is ~4.18%. An investment with $1 million par value ($1.075 
million market value) will generate a federally tax-exempt annual coupon cash flow of ~$44,500. 
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NAVIGATING TODAY’S MARKET 

According to The Bond Buyer, $5.8 bullion in new issuance is expected this week. Some of the larger deals include: 
the New Jersey Transportation Trust Fund Authority (A2/A-/A) is selling $674 million of Series AA transportation 
program bonds as well as $263 million of Series A transportation system bonds; San Antonio, TX (Aa2/AA-/AA-) is 
bringing a $590 million electric and gas systems revenue deal to market; the Department of Water and Power of 
the City of Los Angeles (Aa2/AA+/AA) is issuing $485 million of water system revenue refunding bonds; the 
Metropolitan Washington Airports Authority (Aa3/AA-/AA-) is selling $433 million of airport system revenue AMT 
bonds; and the Pennsylvania Housing Finance Authority (Aa1/AA+) is bringing a $387 million single family mortgage 
revenue bond deal to market. See table below for additional new issuance. 

HISTORICAL YIELDS 
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This offering calendar is for information purposes only, and is not intended as an offer for solicitation with respect to the 
purchase or sale of any securities. For more information on the new issues go to www.raymondjames.com. 

 

  

Date Amount Issuer ST Description Moody's/S&P/Fitch Maturity
5/22 $5MM Pennsylvania Housing Finance PA Single Family Mortgage Revenue Bonds Aa1 /AA+ / 04/34-10/34, 4/37
5/22 $387MM Pennsylvania Housing Finance PA Single Family Mortgage Revenue Bonds Aa1 /AA+ / 10/01/2028-
5/23 $74MM Rhode Island Infrastructure Bank RI State Revolving Funds Revenue Bonds, NR /AAA /AAA 10/1/23-53
5/23 $5MM Fremont Union High School CA General Obligation Bonds (Election of Aaa /AAA /NR 8/1/2023
5/23 $13MM Fremont Union High School CA General Obligation Bonds (Election of Aaa /AAA /NR 8/1/2023
5/23 $32MM Fremont Union High School CA 2024 General Obligation Refunding Bonds Aaa /AAA /NR 08/01/2025-35
5/23 $95MM Fremont Union High School CA General Obligation Bonds (Election of Aaa /AAA /NR 08/01/2024-43,48
5/23 $97MM Fremont Union High School CA General Obligation Bonds (Election of Aaa /AAA /NR 08/01/2024-42
5/23 $4MM City of Willow Park TX Combination Tax and Revenue Certificates /AA / 02/15/2027-53
5/23 $4MM City of Willow Park TX Taxable, Combination Tax and Revenue /AA / 02/15/2027-53
5/23 $153MM City of Pflugerville TX Combination Tax and Limited Revenue Aa1 / / 08/01/2024-53
5/24 $15MM The Sports Auth of Cnty of Knox & TN Public Facility Revenue Bonds (Multi-Use NR /AA+ /NR 12/01/2025-38,43,54
5/24 $50MM The Sports Auth of Cnty of Knox & TN Public Facility Revenue Bonds (Multi-Use NR /AA+ /NR 12/01/2025-54
5/24 $10MM Louisiana Housing Corporation LA Single Family Mortgage Revenue Bonds Aaa / / 12/01/2024-33,54
5/24 $50MM Louisiana Housing Corporation LA Single Family Mortgage Revenue Bonds Aaa / / 12/01/2033-
5/25 $72MM Pittsburg USD (Contra Costa CA General Obligation of 2018, Series D ( /A+ / ) 7/23 , 08/01/2023-49

https://www.raymondjames.com/wealth-management/advice-products-and-services/investment-solutions/fixed-income/municipal-bonds/new-issue-calendar
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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. All expressions of opinion reflect the judgment 
of the Fixed Income Municipal Department of Raymond James & Associates (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.  
 
Sourced from Bloomberg: Treasuries: US Fed H15 CMT Curve - The H15 curve is comprised of the constant maturity treasury rates as published 
daily by the Federal Reserve in the H15 report. Municipal (AAA): 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. Municipal (AA): 
US General Obligation AA Muni BVAL Yield Curve - The BVAL curve is populated with pricing from uninsured AA General Obligation bonds. 
Municipal (A): US General Obligation A+ A A- Muni BVAL Yield Curve - The BVAL curve is populated with pricing from uninsured A+, A, and A- 
rated General Obligation bonds. Fed Funds (Upper Bound): The federal funds rate is the short-term interest rate targeted by the Federal Reserve's 
Federal Open Market Committee as part of its monetary policy. 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. 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. 
 
The illustrative portfolios are intended as a starting point for a conversation on individual bonds. They are not intended as specific recommendations 
and bonds are shown for illustration purposes only. The bonds listed in the illustrative portfolios are rated A or better, with average ratings from 
Moody’s and Standard and Poor’s of Aa2 / AA. The yields shown in the proposals are based on pricing models, not current market offers. Yields 
shown are indicative of general market levels but are not a guaranteed result. Prices and yields are not inclusive of any fees or commissions. 

 
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. 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. 
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