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Left Section Notes: As of November 30, 2020. Chart shows the countercyclical fiscal measures available to US municipalities to help minimize economic stress throughout different phases of a business cycle. ‘UI’ refers to unemployment insurance. 
Right Section Notes: As of November 30, 2020. Chart shows the impact of potential policy on the US municipal bond market. ‘State and local tax (SALT) deductions’ refers to the 2017 Tax Cut and Jobs Act that instituted a $10,000 cap on the amount of 
local taxes that may be deductible on federal taxes. For illustrative purposes only. These examples are for illustrative purposes only and are not actual results. If any assumptions used do not prove to be true, results may vary substantially. Goldman 
Sachs does not provide accounting, tax or legal advice. Please see additional disclosures at the end of this presentation.

Rolling with the punches. Municipal debt 
has proven resilient to shifting policy.

Source: GSAM.

When defense mechanisms kick in. 
Municipalities can deploy countercyclical 
measures to manage economic stress.

Elevated economic stress has historically driven corporate default 
volumes higher. But for municipalities, there are a number of 
countercyclical levers available to help support credit quality. Munis 
benefit from having 1) access to federal funding, 2) budgetary discipline, 
3) diversified revenue streams, all while 4) maintaining rainy day reserves 
to buffer against deep economic downturns. These multiple defensive 
features have historically allowed state and local governments to sustain 
remarkably low default rates through a variety of economic conditions. 
As is true of football, in munis the best offense is a great defense.

Cycle after cycle, municipals are consistently impacted by elections. 
However, the impact is rarely binary. To be sure, some scenarios 
would herald outcomes that are larger (or smaller) in consequence,
but as a general rule most legislative shifts have historically incurred
a one-time, short-lived technical moment for the municipal market.
Not surprisingly, we believe the composition from recent US elections 
is likely to have limited impact on the municipal market in 2021. 

Source: GSAM.
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Risk Disclosures

All investments contain risk and may lose value.

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). 

There may be additional risks that are not currently foreseen or considered. 

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. 

The portfolio risk management process includes an effort to monitor and manage risk, but does not imply low risk. 

There is no guarantee that objectives will be met. 

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. 

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. 

The views expressed herein are as of November 30, 2020 and subject to change in the future. Individual portfolio 
management teams for GSAM may have views and opinions and/or make investment decisions that, in certain instances, 
may not always be consistent with the views and opinions expressed herein. 

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 document and may be subject to 
change, they should not be construed as investment advice. 

Goldman Sachs does not provide legal, tax or accounting advice, unless explicitly agreed between you and Goldman 
Sachs (generally through certain services offered only to clients of Private Wealth Management). Any statement 

contained in this document concerning US tax matters is not intended or written to be used and cannot be used for the 
purpose of avoiding penalties imposed on the relevant taxpayer. 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.

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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