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Municipal bonds have endured. Munis have continued to deliver strong 
tax-equivalent income for each year of duration.

Stay dynamic. Variable returns in the municipal market make 
a case for flexibility.

In our view, munis remain an 
effective fixed income investment.

The impact of potential US tax 
code legislation and reflationary 
pressures have drawn focus on 
tradeoffs between interest rate 
sensitivity and net cash flow. After 
adjusting the current highest tax 
bracket from 43.4% to a hypothetical 
33%, municipal bonds remain 
attractive compared to other 
investment grade fixed income.

Each year, municipal top 
performers vary across the credit 
spectrum and yield curve.

Municipal bond investing has often 
been characterized by a static 
commitment to buy-and-hold 

“ladder” portfolios. However, we 
believe structural shifts in insurance, 
issuance, inventory, and the variable 
nature of returns are best addressed 
by a flexible approach that includes 
the capacity to shift duration, term 
structure, and credit quality.

Top Section Notes: As of February 28, 2017. Municipal represents the Bloomberg Barclays Municipal Bond Index, Investment Grade Corporate represents the Bloomberg Barclays 
Investment Grade Corporate Index, Agency represents the Bloomberg Barclays US Aggregate: Agency Index, and Treasury represents the Bloomberg Barclays U.S. Treasury Index. 
Chart shows a line of best fit of Tax-Equivalent Yields for 3, 5, 10, and 20 year bonds versus their durations. Tax-Equivalent Yield adjusts for tax-free earnings of municipal bonds, 
to make muni yields comparable with taxable yields. Current tax rate is 43.4%, reflecting a 39.6% Federal Rate and a 3.8% Affordable Care Act Tax. The 33% tax rate reflects Trump 
administration tax proposals. Goldman Sachs does not provide accounting, tax, or legal advice. Lower interest rates may reduce the duration of callable securities. As a result, the 
municipal and corporate indices used in this analysis have significantly lower duration, though similar maturity, as the government indices. Bottom Section Notes: As of February 28, 
2017. Chart rankings are relative to 5 year single A performance and are a reasonable representation of an intermediate, investment grade rated portfolio. Any reference to a specific 
company or security does not constitute a recommendation to buy, sell, hold, or directly invest in the company or its securities. These illustrative results do not reflect any GSAM 
product and are being shown for informational purposes only. No representation is made that an investor will achieve results similar to those shown. Goldman Sachs does not provide 
accounting, tax or legal advice. Please see additional disclosures at the end of this document. Past performance does not guarantee future results, which may vary.
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Source: Barclays Live and GSAM.

Source: Barclays Point and GSAM.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 YTD
30yr BBB

30yr BBB 30yr HY 30yr HY
30yr HY 30yr A 10yr HY 30yr A
10yr HY 30yr HY 30yr BBB 30yr AA 30yr HY
30yr A 30yr AA 30yr A 30yr AAA 30yr A
30yr AA 5yr HY 30yr BBB 30yr AA 10yr BBB 30yr AA
30yr AAA 10yr HY 30yr AAA 30yr AAA 10yr HY 30yr BBB 30yr HY
5yr HY 10yr BBB 10yr A 10yr BBB 10yr A 10yr A 10yr HY
10yr BBB 30yr HY 10yr AAA 5yr HY 10yr AA 10yr BBB 30yr A

5yr AAA 5yr BBB 5yr BBB 10yr AA 10yr A 10yr AAA 30yr AAA 30yr BBB
5yr AA 10yr A 10yr A 10yr BBB 10yr AA 5yr HY 10yr AA 30yr AA 30yr HY
10yr AAA 10yr AA 30yr BBB 5yr BBB 5yr BBB 5yr HY 5yr BBB 10yr AAA 10yr A 5yr BBB
2.9% 8.9% 3.8% 8.0% 4.3% 1.3% 4.0% 2.5% 0.2% 2.0%
10yr AA 10yr AAA 10yr AA 10yr HY 10yr AAA 5yr AA 5yr AA 5yr AA 30yr AAA 10yr BBB
10yr A 5yr AA 10yr AAA 5yr AA 5yr AA 5yr AAA 5yr AAA 5yr AAA 10yr AAA 5yr AAA
5yr BBB 5yr AAA 5yr AA 5yr HY 5yr AAA 10yr HY 5yr BBB 10yr AA 5yr AA
10yr BBB 5yr AAA 5yr AAA 10yr A 10yr HY 5yr BBB 10yr A
30yr AAA 30yr A 5yr BBB 5yr HY 5yr AA 10yr HY
30yr AA 30yr AAA 10yr AA 10yr BBB 30yr BBB
5yr HY 30yr AA 10yr AAA 5yr AAA 5yr HY
30yr A 10yr BBB 5yr HY 30yr AAA
10yr HY 30yr AAA 30yr A
30yr BBB 30yr AA 10yr AA
30yr HY 30yr A 30yr AA

30yr HY 10yr AAA
30yr BBB
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Risk Disclosures

Investments in fixed-income securities are subject to credit and interest rate risks. 
Bond prices fluctuate inversely to changes in interest rates. Therefore, a general rise 
in interest rates can result in the decline in the bond’s price. Credit risk is the risk that 
an issuer will default on payments of interest and principal. This risk is higher when 
investing in high yield bonds, also known as junk bonds, which have lower ratings and 
are subject to greater volatility. All fixed income investments may be worth less than 
their original cost upon redemption or maturity. 

Although Treasuries are considered free from credit risk, they are subject to interest 
rate risk, which may cause the underlying value of the security to fluctuate. 

Income from municipal securities is generally free from federal taxes and state taxes 
for residents of the issuing state. While the interest income is tax-free, capital gains, 
if any, will be subject to taxes. Income for some investors may be subject to the 
federal Alternative Minimum Tax (AMT).

Goldman Sachs does not provide accounting, tax, or legal advice. Notwithstanding 
anything in this document to the contrary, and except as required to enable 
compliance with applicable securities law, you may disclose to any person the US 
federal and state income tax treatment and tax structure of the transaction and all 
materials of any kind (including tax opinions and other tax analyses) that are provided 
to you relating to such tax treatment and tax structure, without Goldman Sachs 
imposing any limitation of any kind. Investors should be aware that a determination of 
the tax consequences to them should take into account their specific circumstances 
and that the tax law is subject to change in the future or retroactively and investors 
are strongly urged to consult with their own tax advisor regarding any potential 
strategy, investment or transaction. 

General Disclosures

This information discusses general market activity, industry or sector trends, or other 
broad-based economic, market or political conditions and should not be construed as 
research or investment advice. This material has been prepared by GSAM and is not 
financial research nor a product of Goldman Sachs Global Investment Research (GIR). 

It was not prepared in compliance with applicable provisions of law designed to 
promote the independence of financial analysis and is not subject to a prohibition 
on trading following the distribution of financial research. The views and opinions 
expressed may differ from those of Goldman Sachs Global Investment Research or 
other departments or divisions of Goldman Sachs and its affiliates. Investors are 
urged to consult with their financial advisors before buying or selling any securities. 
This information may not be current and GSAM has no obligation to provide any 
updates or changes.

Economic and market forecasts presented herein reflect a series of assumptions 
and judgments as of the date of this presentation and are subject to change without 
notice. These forecasts do not take into account the specific investment objectives, 
restrictions, tax and financial situation or other needs of any specific client. Actual 
data will vary and may not be reflected here. These forecasts are subject to high 
levels of uncertainty that may affect actual performance. Accordingly, these forecasts 
should be viewed as merely representative of a broad range of possible outcomes. 
These forecasts are estimated, based on assumptions, and are subject to significant 
revision and may change materially as economic and market conditions change. 
Goldman Sachs has no obligation to provide updates or changes to these forecasts. 
Case studies and examples are for illustrative purposes only.

The opinions expressed in this paper are those of the authors, and not necessarily 
of GSAM. The investments and returns discussed in this paper do not represent any 
Goldman Sachs product. 

This paper makes no implied or express recommendations concerning how a client’s 
account should be managed and is not intended to be used as a general guide to 
investing or as a source of any specific investment recommendations. 

Although certain information has been obtained from sources believed to be reliable, 
we do not guarantee its accuracy, completeness or fairness. We have relied upon 
and assumed without independent verification, the accuracy and completeness of all 
information available from public sources.

Views and opinions expressed are for informational purposes only and do not 
constitute a recommendation by GSAM to buy, sell, or hold any security. Views and 
opinions are current as of the date of this presentation and may be subject to change, 
they should not be construed as investment advice.

This material is provided for informational purposes only and should not be construed 
as investment advice or an offer or solicitation to buy or sell securities.

Past performance does not guarantee future results, which may vary. The 
value of investments and the income derived from investments will fluctuate 
and can go down as well as up. A loss of principal may occur.

United Kingdom and European Economic Area (EEA): In the United Kingdom, 
this material is a financial promotion and has been approved by Goldman Sachs Asset 
Management International, which is authorized and regulated in the United Kingdom 
by the Financial Conduct Authority.

Asia Pacific: Please note that neither Goldman Sachs Asset Management 
International nor any other entities involved in the Goldman Sachs Asset Management 
(GSAM) business maintain any licenses, authorizations, or registrations in Asia 
(other than Japan), except that it conducts businesses (subject to applicable local 
regulations) in and from the following jurisdictions: Hong Kong, Singapore, Malaysia, 
and India. This material has been issued for use in or from Hong Kong by Goldman 
Sachs (Asia) L.L.C, in or from Singapore by Goldman Sachs (Singapore) Pte. (Company 
Number: 198602165W), in or from Malaysia by Goldman Sachs (Malaysia) Sdn Berhad 
(880767W), and in or from India by Goldman Sachs Asset Management (India) Private 
Limited (GSAM India).

Australia: This material is distributed in Australia and New Zealand by Goldman 
Sachs Asset Management Australia Pty Ltd ABN 41 006 099 681, AFSL 228948 
(’GSAMA’) and is intended for viewing only by wholesale clients in Australia for 
the purposes of section 761G of the Corporations Act 2001 (Cth) and to clients who 
either fall within any or all of the categories of investors set out in section 3(2) or 
sub-section 5(2CC) of the Securities Act 1978 (NZ) and fall within the definition of 
a wholesale client for the purposes of the Financial Service Providers (Registration 
and Dispute Resolution) Act 2008 (FSPA) and the Financial Advisers Act 2008 (FAA) 
of New Zealand. GSAMA is not a registered financial service provider under the 
FSPA. GSAMA does not have a place of business in New Zealand. In New Zealand, 
this document, and any access to it, is intended only for a person who has first 
satisfied GSAMA that the person falls within the definition of a wholesale client for 
the purposes of both the FSPA and the FAA. This document is intended for viewing 
only by the intended recipient. This document may not be reproduced or distributed 
to any person in whole or in part without the prior written consent of GSAMA. This 
information discusses general market activity, industry or sector trends, or other 
broad based economic, market or political conditions and should not be construed 
as research or investment advice. The material provided herein is for informational 
purposes only. This presentation does not constitute an offer or solicitation to any 
person in any jurisdiction in which such offer or solicitation is not authorized or to any 
person to whom it would be unlawful to make such offer or solicitation.

Canada: This material has been communicated in Canada by Goldman Sachs Asset 
Management, L.P. (GSAM LP). GSAM LP is registered as a portfolio manager under 
securities legislation in certain provinces of Canada, as a non-resident commodity 
trading manager under the commodity futures legislation of Ontario and as a portfolio 
manager under the derivatives legislation of Quebec. In other provinces, GSAM LP 
conducts its activities under exemptions from the adviser registration requirements. 
In certain provinces, GSAM LP is not registered to provide investment advisory or 
portfolio management services in respect of exchange-traded futures or options 
contracts and is not offering to provide such investment advisory or portfolio 
management services in such provinces by delivery of this material. 

Japan: This material has been issued or approved in Japan for the use of professional 
investors defined in Article 2 paragraph (31) of the Financial Instruments and 
Exchange Law by Goldman Sachs Asset Management Co., Ltd.

Glossary

Fixed Income

The Bloomberg Barclays Agency Bond Index includes native currency agency 
debentures from issuers such as Fannie Mae, Freddie Mac, and Federal Home Loan 
Bank. It is a subcomponent of the Government-Related Index (which also includes 
non-native currency agency bonds, sovereigns, supranationals, and local authority 
debt) and the U.S. Government Index (which also includes U.S. Treasury debt). The 
index includes callable and non-callable agency securities that are publicly issued by 
U.S. government agencies, quasi-federal corporations, and corporate or foreign debt 
guaranteed by the U.S. government (such as USAID securities).

The Bloomberg Barclays Global Aggregate Bond Index is market capitalization 
weighted that includes Treasury securities, Government agency bonds, Mortgage-
backed bonds and Corporate bonds. It excludes Municipal bonds and Treasury 
Inflation-Protected securities because of tax treatment.



The Bloomberg Barclays Global High Yield Index provides a broad-based measure 
of the global high-yield fixed income market.

The Bloomberg Barclays Investment-Grade Corporate Bond Index is designed to 
track a more liquid subset of the US Corporate Index, which measures the market for 
investment grade, fixed-rate, taxable corporate bonds.

The Bloomberg Barclays Municipal Bond Index Unmanaged index that is 
considered representative of the broad market for investment grade, tax-exempt 
bonds with a maturity of at least one year. 

The Bloomberg Barclays US Aggregate Bond Index represents an unmanaged 
diversified portfolio of fixed income securities, including U.S. Treasuries, investment-
grade corporate bonds, and mortgage backed and asset-backed securities.

The Bloomberg Barclays US Treasury Bond Index measures US dollar-
denominated, fixed-rate, nominal debt issued by the US Treasury, excluding Treasury 
Bills and STRIPs.

Other

Reflationary Expectations are expectations of fiscal or monetary policy that is 
designed to expand a country’s output and curb the effects of deflation.

Confidentiality

No part of this material may, without GSAM’s prior written consent, be (i) copied, 
photocopied or duplicated in any form, by any means, or (ii) distributed to any person 
that is not an employee, officer, director, or authorized agent of the recipient.
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