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MUNICIPAL YIELD CURVE: HIGHER BY 15 BASIS POINTS
A multitude of factors bombarded the muni market all at

once during the month of April — tax season related

selling, dwindling levels of investor cash, valuation

concerns, looming bank muni sales, heavy primary

calendar, and fund outflows. Despite these headwinds,

investor demand helped dampen the impact to the market

— already appearing to be looking ahead to the

seasonally strong summer months.

Treasury yields were slightly lower as economic data

came in mixed during the month. A lower GDP reading

offset stronger job growth and retail sales. Consternation

over debt ceiling negotiations became more prevalent.

VALUATIONS: UNDERPERFORMANCE ACROSS THE CURVE Muni valuations, particularly in maturities 10 years and

longer, hit some of their richest levels in recent years in

mid-April. The asset class did cheapen however, as the

technical picture quickly darkened during the remaining

weeks of April and munis had minimal valuation buffer

going into a challenging environment. Muni/Treasury

ratios cheapened by 5 ratios on average.

Municipal yields were higher by 8-29bps across the curve

versus Treasury yields which ranged from 3bps higher to

9bps lower. The municipal curve remains inverted from 1

to 10yrs, and the 2-to-30 year curve flattened by 20bps.

MUNI BOND INDEX PERFORMANCE: MIXED RETURNS

Source: Goldman Sachs Asset Management, Bloomberg

The Bloomberg Municipal Index returned -0.23% for the

month of April while the Bloomberg High Yield Municipal

Index returned 0.58%.

Longer maturity bonds outperformed shorter maturities

by almost 30bps (1-3yr vs. 22+yr Index). Within

investment grade, lower-rated credits (A-BBB) generally

outperformed higher-rated ones (AAA-AA).

Index Monthly Return YTD Return

Bloomberg 3yr -0.47% 0.87%

Bloomberg 1-10yr -0.35% 1.64%

Bloomberg Municipal Aggregate Index -0.23% 2.54%

Bloomberg High Yield Muni 0.58% 3.33%

Bloomberg AAA Index -0.37% 2.12%

Bloomberg BBB Index -0.11% 3.60%

Bloomberg US Treasury Index 0.54% 3.56%
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Yields

Monthly 
Yield∆
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Yields

Monthly 
Yield∆

Ratios

2  2.68 +29 bps 4.04 -2 bps 66%

5 2.34 +14 bps 3.51 -9 bps 67%

10 2.34 +8 bps 3.44 -4 bps 68%

30 3.40 +9 bps 3.67 +0 bps 93%

Goldman Sachs Asset And Wealth Management Muni Musings…

Supply/Demand: Overall issuance has been muted this year though the expectation is that the

calendar should meaningfully pick up in May before going into a summer lull. Demand may be

mixed as high absolute yields counterbalance inflation and interest rate concerns. Demand

from banks may be constrained however due to recent concerns about the financial sector.

Valuations: While municipals have cheapened recently, the asset class remains on the richer

side of historical norms. We continue to believe that municipals will maintain their tighter

valuations due to elevated absolute yields and expected positive technicals during the year.

Credit and Spreads: Credit continues to be strong bolstered by continued strength in

revenues and balance sheets. Ratings upgrades continues to outpace downgrades and

defaults in high yield space remain very low. We continue to expect a fairly benign budget

season though we remain focused on elevated spending trends. Spreads in the high yield

space remain fair with pockets of opportunity.

Rich Neutral Cheap

RELATIVE VALUE INDICATORS

Source: Goldman Sachs Asset Management, Bloomberg

Source: Goldman Sachs Asset Management, Bloomberg
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SUPPLY: VOLUMES PICK UP DUE TO ONE LARGE WEEK

Volumes normalized during April after a slow start to

the year — typical for the municipal market. April was

highlighted by one week of heavy issuance where

volumes were the highest since November 2021.

April’s aggregate new issue supply was ~$30bn —more

typical based on recent history, but still 20% below April

2022’s volumes. This marks somewhat of a turnaround

from the first three months of the year where volumes

were 30-40% lower than in 2022.

DEMAND: FUND FLOWS NEGATIVE

Source: Goldman Sachs Asset Management, JP Morgan Market 

Research1

Fund flows were generally unremarkable for most of the

month with the exception of one outsized week that

experienced almost $3bn of fund outflows. This was the

largest outflow week of the year and can be attributed

to tax season along with relative value trading.

$4.2bn of mutual fund outlows were reported for the

month ― an increase from March’s $0.6m of outflows

and bringing YTD net flows to -$5.9bn.

LOWER-RATED CREDITS: SPREADS TIGHTEN

Source: Goldman Sachs Asset Management, As of April 30th, 2023. Please see additional disclosures at the end of this presentation. There is no guarantee that objectives will 

be met. Past performance does not guarantee future results, which may vary.1Goldman Sachs Asset Management’s and JP Morgan / Barclays’s products are not related, and 

JP Morgan / Barclays have not endorsed either Goldman Sachs Asset Management or its products. 

Municipal Fixed Income Goldman Sachs Asset Management 2

Total Issuance ($bn) Net Issuance ($BN)

Source: Goldman Sachs Asset Management, Bond Buyer, Barclays1

BBB spreads tightened, or decreased, by 1bp, ending

the month at 142bps, while high yield muni spreads

tightened by 13bps to close at 230bps.

Within the high yield segment of the market, longer

maturity securities outperformed short-term ones.

From a sector perspective, Puerto Rico and Tobacco

credits had the best relative returns, while the hospital

sector underperformed as spreads widened.

High yield funds have generally experienced stronger

investor demand versus investment grade funds. This

positive technical, along with a robust credit backdrop

has helped keep spreads generally stable.

Source: Goldman Sachs Asset Management, Bloomberg

Credit: State of New Jersey Upgrades and Healthcare Sector Update

Recently, New Jersey general obligation and traditional appropriation debt has been upgraded one notch by all three rating agencies

(Moody’s/S&P/Fitch from A2/A-/A to A1/A/A+). Common themes for the upgrades include: continued strong budgetary performance

contributing to healthy reserve levels while also allowing for active debt management via prefunding and pay-go capital spending, future

revenue forecasting anticipates a slowdown in revenue collection growth and budget proposals currently reflect relevant adjustments to

expenditures, and demonstrated commitment to fully funding pension contribution requirements and an improved (yet still relatively low)

pension funding ratio.

2022 was a challenging year for the healthcare sector as the lingering impacts of the pandemic and an inflationary environment weighed

heavily on hospital finances. The decline in profitability was compounded by the weak investment environment and lack of provider-relief

funds that had bolstered results in prior years. The sector closed the year with a slight decrease in labor costs and overall expenses,

though median sector margins continued to be slightly negative. Through the first quarter, labor shortages have persisted and are likely to

continue in the foreseeable future. With the expectation that high labor costs are here to stay, hospitals are looking to create operational

efficiencies in other areas (for example, billing, insurance approval rates, scheduling optimization, AI, automation of services) and growing

more profitable business lines. Despite these challenges, the higher-rated names in the sector have generally remained resilient,

supported by the essentiality of their services, economies of scale and adequate reserve levels.
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RISK CONSIDERATIONS

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). All investments contain risk and may lose value. Investing in the bond market 

is subject to certain risks, including market, interest rate, issuer, credit and inflation risk.

Municipal securities are subject to credit/default risk and interest rate risk and may be more sensitive to adverse economic, business, political, environmental, or other developments if it 

invests a substantial portion of its assets in the bonds of similar projects or in particular types of municipal securities. While interest earned on municipal securities is generally not subject 

to federal tax, any interest earned on taxable municipal securities is fully taxable at the federal level and may be subject to tax at the state level. 

When interest rates increase, fixed income securities will generally decline in value. Fluctuations in interest rates may also affect the yield and liquidity of fixed income securities. 

High-yield, lower-rated securities involve greater price volatility and present greater credit risks than higher-rated fixed income securities. 

Investing in high-yield securities can be complex and involves a variety of risks and benefits. Non-investment grade fixed income securities and unrated securities of comparable credit 

quality (commonly known as “junk bonds”) are considered speculative and are subject to the increased risk of an issuer’s inability to meet principal and interest payment obligations. 

These securities may be subject to greater price volatility due to such factors as specific issuer developments, interest rate sensitivity, negative perceptions of the junk bond markets 

generally and less liquidity. 

GENERAL FIXED INCOME DISCLOSURE

Investments in fixed income securities are subject to the risks associated with debt securities generally, including credit, liquidity, interest rate, prepayment and extension risk. 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. The value of securities with variable and 

floating interest rates are generally less sensitive to interest rate changes than securities with fixed interest rates. Variable and floating rate securities may decline in value if interest rates 

do not move as expected. Conversely, variable and floating rate securities will not generally rise in value if market interest rates decline. Credit risk is the risk that an issuer will default on 

payments of interest and principal. Credit risk is higher when investing in high yield bonds, also known as junk bonds. Prepayment risk is the risk that the issuer of a security may pay off 

principal more quickly than originally anticipated. Extension risk is the risk that the issuer of a security may pay off principal more slowly than originally anticipated. All fixed income 

investments may be worth less than their original cost upon redemption or maturity.

GENERAL DISCLOSURES

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.

This material is provided at your request for informational purposes only. It is not an offer or solicitation to buy or sell any securities.

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.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO ANY PERSON TO WHOM IT WOULD BE UNAUTHORIZED OR 

UNLAWFUL TO DO SO. 

The opinions expressed in this research paper are those of the authors, and not necessarily of Goldman Sachs Asset Management. The investments and returns discussed in this paper 

do not represent any Goldman Sachs product. 

This research paper makes no implied or express recommendations concerning how a client’s account should be managed. This research paper is not intended to be used as a general 

guide to investing or as a source of any specific investment recommendations. 

Prospective investors should inform themselves as to any applicable legal requirements and taxation and exchange control regulations in the countries of their citizenship, residence or 

domicile which might be relevant.

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.

“bps”: basis point, a basis point is 1/100th of a percent

“Municipal/Treasury ratio” is a comparison of the current yield of Municipal bond to US treasuries. It aims to measure whether or not Municipal bonds are an attractive investment in 

comparison.

1 “Option adjusted duration” is a measure of the sensitivity of a bond's price to interest rate changes, assuming that the expected cash flows of the bond may change with interest rates.

2 “Yield to worst” is calculated by making worst-case scenario assumptions (excluding issuer default) on the bond by calculating the returns that would be received if provisions, 

including prepayment, call, put, and sinking fund, are used by the issuer. YTW may be the same as YTM, but never higher. YTW does not represent the performance yield for the 

Fund.

3 “Taxable equivalent yield” is the return that is required on a taxable investment to make it equal to the return on a tax-exempt investment.
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Views and opinions expressed are for informational purposes only and do not constitute a recommendation by Goldman Sachs Asset Management to buy, sell, or hold any security. 

Views and opinions are current as of April 30th, 2023, and may be subject to change, they should not be construed as investment advice.

Individual portfolio management teams for Goldman Sachs Asset Management 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.

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 Goldman Sachs Asset Management 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 Goldman 

Sachs Asset Management has no obligation to provide any updates or changes. 

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 presentation concerning U.S. 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.

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.

Confidentiality 

No part of this material may, without Goldman Sachs Asset Management’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.

© 2023 Goldman Sachs. All rights reserved. Compliance Code: 317834-OTU-1794334
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Index Benchmarks

Indices are unmanaged. The figures for the index reflect the reinvestment of all income or dividends, as applicable, but do not reflect the deduction of any fees or expenses which would 

reduce returns. Investors cannot invest directly in indices.

References to indices, benchmarks or other measures of relative market performance over a specified period of time are provided for your information only and do not imply that the 

portfolio will achieve similar results. The index composition may not reflect the manner in which a portfolio is constructed. While an adviser seeks to design a portfolio which reflects 

appropriate risk and return features, portfolio characteristics may deviate from those of the benchmark.

The indices referenced herein have been selected because they are well known, easily recognized by investors, and reflect those indices that the Investment Manager believes, in part 

based on industry practice, provide a suitable benchmark against which to evaluate the investment or broader market described herein.

Portfolios and benchmarks are not rated by an independent ratings agency. Goldman Sachs Asset Management may receive credit quality ratings on the underlying securities of 

portfolios and their respective benchmarks from the three major rating agencies: Standard & Poor’s, Moody’s and Fitch. Goldman Sachs Asset Management calculates the credit quality 

breakdown and overall rating for both portfolios and their respective benchmarks according to the client’s preferred method or such other method as selected by Goldman Sachs Asset 

Management in its sole discretion. The applicable method may differ from the method independently used by benchmark providers. Securities that are not rated by all three agencies are 

reflected as such in the breakdown. For illustrative purposes, Goldman Sachs Asset Management converts all ratings to the equivalent S&P major rating category when reporting the 

credit rating breakdown. Ratings and portfolio credit quality may change over time. Unrated securities do not necessarily indicate low quality, and for such securities the investment 

adviser will evaluate the credit quality.

Municipal 3yr: Bloomberg Municipal 3 Year Index

The Bloomberg Municipal Bond Index is a rules-based, market-value-weighted index engineered for the long-term tax-exempt bond market. To be included in the index, bonds must be 

rated investment-grade (Baa3/BBB- or higher) by at least two of the following ratings agencies: Moody's, S&P, Fitch. If only two of the three agencies rate the security, the lower rating is 

used to determine index eligibility. If only one of the three agencies rates a security, the rating must be investment-grade. They must have an outstanding par value of at least $7 million and 

be issued as part of a transaction of at least $75 million. The bonds must be fixed rate, have a dated-date after December 31, 1990, and must be at least one year from their maturity 

date. Remarketed issues, taxable Municipal bonds, bonds with floating rates, and derivatives, are excluded from the benchmark. This index is the 3 Year (2-4) component of the 

Municipal Bond index.

Municipal 1-10yr Blend: Bloomberg Municipal 1-10 Yr Blend Index

The Bloomberg Municipal Bond 1-10 Year Blend Index is a market value-weighted index which covers the short and intermediate components of the Bloomberg Municipal Bond Index, an 

unmanaged, market value-weighted index which covers the U.S. investment-grade tax-exempt bond market. The Bloomberg Municipal Bond 1-10 Year Blend Index tracks tax-exempt 

Municipal General Obligation, Revenue, Insured, and Prerefunded bonds with a minimum $5 million par amount outstanding, issued as part of a transaction of at least $50 million, and 

with a remaining maturity from 1 up to (but not including) 

12 years. The index includes reinvestment of income.

Municipal Aggregate: Bloomberg Aggregate Municipal Index

The Bloomberg Municipal Bond Index is a rules-based, market-value-weighted index engineered for the long-term tax-exempt bond market. To be included in the index, bonds must be 

rated investment-grade (Baa3/BBB- or higher) by at least two of the following ratings agencies: Moody's, S&P, Fitch. If only two of the three agencies rate the security, the lower rating is 

used to determine index eligibility. If only one of the three agencies rates a security, the rating must be investment- grade. They must have an outstanding par value of at least $7 million and 

be issued as part of a transaction of at least $75 million. The bonds must be fixed rate, have a dated-date after December 31, 1990, and must be at least one year from their maturity 

date. Remarketed issues, taxable Municipal bonds, bonds with floating rates, and derivatives, are excluded from the benchmark.

Municipal High Yield: Bloomberg High Yield Municipal Index

The Bloomberg Municipal High Yield Bond Index is an unmanaged index made up of bonds that are non-investment grade, unrated, or rated below Ba1 by Moody's Investors Service with 

a remaining maturity of at least one year. The Index figures do not include any deduction for fees, expenses or taxes. It is not possible to invest directly in an unmanaged index.


