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Taxable Muni Spreads Have Inched Tighter, But Remain AttractiveTaxable issuance remains light,  
down 16 percent year over year to 
 just $21 billion, while demand from 
institutions remains steady. At current 
ratios and spreads, we prefer taxables 
over tax exempts for institutional 
investors due to their low tax rates.

Source: Guggenheim Investments, Bloomberg. Data as of 6.30.2024.

Municipal Bonds

Light Supply Meets Steady Demand

Strong summer technicals should provide support.

Both tax-exempt and taxable municipal bonds continue to experience supportive market conditions. Reinvestment demand from large 
principal and coupon payments provides a tailwind to tax exempt valuations. Taxable spreads have inched tighter on the back of lackluster 
supply. Credit quality is plateauing as tax receipts flatten while certain states continue to enact tax cuts.

 � Tax exempts continue to perform well despite the headwinds of 
heavy issuance and volatile Treasury rates. Tax exempt/Treasury 
yield ratios are essentially unchanged over the last 12 months, 
with 5/10/30-year AAA ratios hovering around 67 percent,  
68 percent, and 86 percent, respectively.

 � We are in the midst of the two biggest months of the year for 
principal and interest (P&I) payments, averaging $64 billion per 
month during July and August. Heavy reinvestment demand 
from P&I flows should provide a strong technical tailwind for the 
summer months.

 � Taxable issuance remains light, down 16 percent year over year to 
just $21 billion, while demand from institutions remains steady.

 � At current ratios and spreads, we prefer taxables over tax 
exempts for institutional investors due to their low tax rates.  

 � For retail investors, the taxable equivalent yields on tax 
exempts remain attractive, and the strong summer technicals 
should provide support at current valuation levels into late 
third quarter.

 � Despite flat to declining tax receipts for most states, some 
are still enacting cuts to tax rates. Since 2021, 26 states have 
reduced income tax rates, so we think tax receipts will have a 
difficult time outperforming overall economic growth.  Given 
the concurrent drawdown of stimulus funds, we are keeping 
an eye on how states budget for the upcoming fiscal year 2025 
and whether they are using realistic assumptions for revenue 
and expenditure growth.

By Allen Li and Michael Park
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This material is distributed or presented for informational or educational purposes only and should not be considered a recommendation of any particular security, strategy or investment product, or as 
investing advice of any kind. This material is not provided in a fiduciary capacity, may not be relied upon for or in connection with the making of investment decisions, and does not constitute a solicitation 
of an offer to buy or sell securities. The content contained herein is not intended to be and should not be construed as legal or tax advice and/or a legal opinion. Always consult a financial, tax and/or legal 
professional regarding your specific situation.

This material contains opinions of the authors, but not necessarily those of Guggenheim Partners, LLC or its subsidiaries. The opinions contained herein are subject to change without notice. Forward-
looking statements, estimates, and certain information contained herein are based upon proprietary and non-proprietary research and other sources. Information contained herein has been obtained 
from sources believed to be reliable but are not assured as to accuracy. Past performance is not indicative of future results. There is neither representation nor warranty as to the current accuracy of, nor 
liability for, decisions based on such information.

Investing involves risk, including the possible loss of principal. In general, the value of a fixed-income security falls when interest rates rise and rises when interest rates fall. Longer term bonds are 
more sensitive to interest rate changes and subject to greater volatility than those with shorter maturities. During periods of declining rates, the interest rates on floating rate securities generally reset 
downward and their value is unlikely to rise to the same extent as comparable fixed rate securities. High yield and unrated debt securities are at a greater risk of default than investment grade bonds 
and may be less liquid, which may increase volatility. Investors in asset-backed securities, including mortgage-backed securities and collateralized loan obligations (“CLOs”), generally receive payments 
that are part interest and part return of principal. These payments may vary based on the rate loans are repaid. Some asset-backed securities may have structures that make their reaction to interest 
rates and other factors difficult to predict, making their prices volatile and they are subject to liquidity and valuation risk. CLOs bear similar risks to investing in loans directly, such as credit, interest rate, 
counterparty, prepayment, liquidity, and valuation risks. Loans are often below investment grade, may be unrated, and typically offer a fixed or floating interest rate.

Guggenheim Investments represents the following affiliated investment management businesses of Guggenheim Partners, LLC: Guggenheim Partners Investment Management, LLC, Security Investors, 
LLC, Guggenheim Funds Distributors, LLC, Guggenheim Funds Investment Advisors, LLC, Guggenheim Partners Advisors, LLC, Guggenheim Corporate Funding, LLC, Guggenheim Partners Europe Limited,  
Guggenheim Partners Japan Limited, and GS GAMMA Advisors, LLC.
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