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Stimulus Salve
Municipals outperformed other fixed income asset classes during the quarter ended 

March 31 as robust demand boosted by an improved outlook for municipal credit kept 

yields low despite a sharp rise in U.S. Treasury rates. 

Anticipated federal largesse, which materialized in early March in the form of The 

American Rescue Plan Act (ARPA), narrowed credit spreads and buoyed municipal 

investor sentiment, fueling demand in the first quarter of 2021. Weekly and monthly 

fund inflows through March 31 were the fastest on record, totaling $31.7 billion. 

Municipal credit received a substantial lift from the $1.9 billion ARPA, including  

$350 billion targeted to state and local governments. Municipals’ rosier credit 

outlook is further reinforced by expected increases in tax revenues as state and local 

economies improve, aided by rising vaccine distribution. 

Counteracting these first-quarter tailwinds for the municipal market, Treasuries 

suffered a sharp sell-off from January to March, due to heightened inflation fears. 

Tax-exempt municipal rates initially lagged Treasuries but joined the selloff in late 

February before staging a partial recovery (Figure 1).

A volatile quarter

In January, municipal valuations grew extremely rich and were, as some said, priced 

for perfection. Legislative progress on the ARPA drove municipal credit spreads 

tighter, especially among credits in the lower ranges of credit quality. Meanwhile, tax-

exempt supply remained low, while demand continued to increase. The S&P Municipal 

Investment Grade Bond Index produced a total return of 0.47% for the month, while 

the U.S. Treasury Index returned –0.96%.
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America tax plan that proposes increasing corporate tax rates 

to 28% from 21%. The plan, which makes several changes to 

the tax structure, could dramatically increase demand for tax-

exempt bonds from banks and Property & Casualty insurers. 

Also, under discussion is a return of advanced refundings for 

municipal issuers, and potentially BABs-like taxable bond 

structures. 

Recently, President Biden announced The American Families 

Plan, a spending plan focused on domestic priorities such as 

health care, childcare, and education. Proposed funding for 

this part of the administration’s plan includes an increase in 

capital gains taxes and a return of the top individual income 

tax rate to 39.6% from 37%. 

Strong tailwinds

President Biden’s federal spending plans for infrastructure 

and domestic priorities, if implemented, are expected to drive 

increased demand for tax-exempt debt while also supporting 

municipal credit fundamentals. Although municipal credit has 

shown impressive resiliency during the pandemic, hard work 

remains as highlighted in the following commentary where we 

discuss three notable municipal credits. 

Muni-to-Treasury ratios hit all-time lows by the second week 

in February with the 5- and 10-year ratios just over 39% and 

56%, respectively. Valuations reached irrationally high levels 

before a sizable correction later in the month, triggered by 

significant selloffs in Treasuries and other parts of the fixed 

income market. Municipals underperformed Treasuries amid 

fears—premature as it turned out—that an outflow cycle was 

imminent. 

In March, the market stabilized and muni indices returned 

to positive territory across the curve, with the long end 

outperforming the short end. Returns in March did not fully 

erase the losses of February. Year-to-date total returns, 

–0.41% for the S&P Municipal Investment Grade Bond Index, 

significantly outperformed the U.S. Treasury Index at  

–4.25% in 1Q 2021, its worst performance since 1980.  

Ten-year Treasury yields rose from 0.92% at the end of  

2020 to 1.74% by quarter end. 

Expected tax hikes further fuel demand for  

tax-exempts

At quarter-end, President Biden announced his American Jobs 

Plan, a $2.25 trillion infrastructure plan that will span eight 

years. Costs are expected to be addressed by The Made in 

Continued

Figure 1
Muni returns lag, then follow UST

Past performance cannot guarantee future results. Indexes are not available for direct investment.  
Source: Bloomberg.
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Continued

By Ted Molin

New York: Uncertainty and Hope

Introduction

New York City and New York State have been at the epicenter 

of the coronavirus pandemic. As of April 2021, the state has 

experienced over two million confirmed coronavirus cases 

and nearly 52,000 coronavirus-related deaths.1 New York 

City alone has experienced nearly 920,000 confirmed and 

probable coronavirus cases and over 32,000 confirmed and 

probable coronavirus-related deaths,2 with the number of 

confirmed cases recently increasing for the state and city. In 

response to the pandemic, significant economic restrictions 

have been imposed at the state and city levels, leading to 

severe economic dislocations. In turn, both state and city 

budgets have been impacted by pandemic-related revenue 

declines and costs increase. Severely reduced ridership on the 

transit system operated by the Metropolitan Transportation 

Authority (MTA), which serves the New York City metropolitan 

area and operates its vital subway system, has caused 

significant financial stress to state-controlled and funded 

MTA, leading to a need for significant federal, state, and city 

financial support. 

Figure 2
Ten-year employment trends

We see reasons, however, to hope for eventual improvement  

in the credit quality of New York State, New York City, and  

the MTA:

•  Declines in economically sensitive tax revenues have been 

more moderate than originally projected. 

•  Under the Coronavirus Aid, Relief, and Economic Security 

(CARES) Act, the state and city received significant federal 

emergency aid in 2020, relieving budgetary stress.

•   The recently enacted American Rescue Plan Act (ARPA) is 

expected to provide significant additional federal relief to 

state and city. 

•  As vaccination distribution becomes more widespread and 

economic restrictions are lifted, we expect to see greater 

credit stability and improvement in the state, New York City, 

and the MTA.

New York State

General. Despite significant economic, operational and 

financial challenges caused by the pandemic and recession, 

as well as negative outlooks from S&P and Fitch, New York 

State is a fundamentally strong and stable credit given its 

strong, diverse, and historically resilient economy, important 

role as an international economic, financial and cultural center 

and traditionally strong professional financial management. 

In 2020, New York State’s GDP represented a significant 8.1% 

Source: U.S. Bureau of Labor Statistics.
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of U.S. GDP.3 The state’s economy is large and diversified, 

with major sectors in financial services, insurance, health 

care, higher education, trade, professional services, tourism, 

and manufacturing. Its workforce is highly educated. The 

state benefits from the presence of major higher education 

and health care institutions, as well as major national and 

international corporations and financial institutions. It is the 

only state with two Ivy League universities. A large number of 

Fortune 500 companies are headquartered in New York State, 

including IBM, JPMorgan Chase, PepsiCo, and Verizon. The 

state’s wealth and income levels are strong, and its poverty 

rate is moderate. Employment in the state and city declined 

sharply in 2020 due to the pandemic, and while struggling to 

fully recover, has begun to stabilize, as shown in Figure 2 on 

the previous page.

Unemployment rates in the state and city have declined in 

recent months, although they have remained higher than U.S. 

rates, as shown in Figure 3 above.

Population declines have been a key demographic challenge 

for the state in recent years, perhaps exacerbated by its high 

costs of doing business and high tax rates. Over the past five 

years, the state’s population has declined at a slight CAGR 

of 0.3%, while U.S. population has grown at a slight CAGR of 

0.6%. However, population outflows in recent years to other 

U.S. states have been somewhat mitigated by international 

in-migration. And headlines about a mass exodus of wealthy 

New Yorkers so far appear to be based more on anecdotal 

evidence than hard data.

Rating agencies. The rating agencies regard the state as 

an AA credit, but the general tone is negative. The state is 

rated Aa2/stable, AA+/negative, AA+/negative, and AA+/

stable by Moody’s, Standard & Poor’s, Fitch, and Kroll Bond 

Rating Agency (KBRA), respectively. Moody’s downgraded 

the state by one notch on October 1, 2020, reflecting the 

financial consequences to the state of the disproportionate 

impact of the coronavirus pandemic on New York City.4 On 

December 11, 2020, S&P revised its outlook on the state from 

stable to negative, citing its view of heightened risks to the 

state’s ability to maintain structural budgetary balance over 

the current and subsequent fiscal years.5 Fitch’s outlook 

on the city is also negative, reflecting the ongoing and still 

uncertain effects of the coronavirus pandemic on the state’s 

economic and operating performance, even as the public 

health situation gradually improves and reopening of the 

economy progresses.6 However, KBRA’s outlook on the state 

is stable, which reflects its view that the state will continue to 

achieve budgetary balance through adherence to disciplined 

budgeting practices, statutory limits, spending restraint, an 

ongoing commitment to pension funding and limited use of 

non-recurring resources.7

Continued

Figure 3
Seasonally adjusted unemployment rates 

Source: U.S. Bureau of Labor Statistics.
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Budget. Before the pandemic, the state’s financial 

performance was narrow but adequate, with its major 

governmental funds tax revenue sources generally 

demonstrating steady growth in the 10 years preceding the 

coronavirus outbreak. Despite revenue shortfalls caused 

by the pandemic, the state’s general fund should remain in 

balance for fiscal year (FY) 2021, due mainly to expected 

increases in federal aid, operational cuts, expense deferrals, 

and reductions in local aid. The governor was given broad 

temporary authority to cut expenditures in the event of a 

budget imbalance. The state’s executive budget in FY 2022 

is balanced but heavily dependent on new revenues from tax 

increases, as well as expected unrestricted federal aid.

The state recently projected that personal income revenues 

would decline by a steep 8.6% in FY 2021 from FY 2020, and 

by a moderate 2.2% in FY 2022, before rebounding by 5.7% in 

FY 2023, while sales tax revenues were expected to decline by 

a very steep 20.1% in FY 2021, before rebounding by a strong 

14.1% in FY 2022.8 Since then, the state has reported collecting 

$3 billion more tax revenue for the budget year ending March 

31, 2021 than projected by the governor just two months ago, 

boosted by strong personal income tax receipts. Collections 

were $82.9 billion, down just 0.6% from last year, despite a 

10.6% decline in sales tax revenue.9 The state is expected to 

receive $23 billion in federal emergency funding under ARPA, 

including approximately $12.4 billion of state aid (29.9% of its 

general fund revenues) and $10.6 billion of local aid, which will 

far exceed revenues lost due to the pandemic and should help 

stabilize the state’s financial position. By comparison,  

the state’s total general fund revenues in FY 2020 were  

$41.5 billion.

Governor Cuomo has become enmeshed in several 

controversies and has been politically weakened. Regardless 

of the vagaries of politics, the state has long benefited from 

strong professional financial management. Although its other 

post-employment benefit net liability is large, the state’s 

pension plans are well-funded and its debt burden, while high, 

is eminently manageable given the state’s strong wealth levels.

Tax increases. The state’s personal income tax rates are very 

high and steeply progressive. Its top marginal individual 

income tax rate is 8.82%, among the highest in the nation, 

which is viewed as hurting the state’s competitive position. 

The Governor and the state legislature have recently agreed 

to a $212 billion state budget for FY 2022, which includes 

significant personal and business tax increases. Both tax 

increases are presented as temporary “surcharges,” running 

through 2027 (income tax) and 2023 (corporate tax). As 

proposed, the state’s business franchise tax would be raised 

to 7.25% from 6.5% on companies with income of $5 million or 

more.10 Its personal income tax rate would be raised to 10.90%, 

from today’s 8.82%, for those with income above $25 million. 

When added to New York City’s top local tax of 3.88%, the 

total would be 14.78%, higher than California’s top marginal 

rate of 13.30%, which is currently the nation’s highest. 

New York City

General. New York City serves as the economic engine of the 

state. The city’s economy, operations, and finances continue 

to be significantly pressured by the pandemic and recession, 

as well as by ongoing social unrest and growing serious crime. 

Daily new confirmed coronavirus cases and coronavirus-

related deaths in the city have declined in recent weeks but 

remain relatively high.11 Economic restrictions and social 

distancing requirements continue to negatively affect the 

city’s economy. In 2020, the city lost nearly 500,000 jobs, with 

approximately 88,000 more lost to date in 2021. Los Angeles 

and New York City continue to have the highest jobless rates 

among the 51 metro areas with a 2010 census population of at 

least one million.12 

Despite these challenges, we view New York City as a 

fundamentally strong and stable credit. It remains a national 

and international economic, financial, and cultural center. 

Its population growth trend since 1980 has been positive, 

with population reaching 8.3 million in 2019, up a moderate 

1.8% from 2010. Although the city’s poverty rate was high in 

2019 (17.9%), its other wealth and income levels are good.13 

Other competitive advantages include strong domestic and 

international transportation links, very strong higher education 

and health care institutions, a young and highly skilled labor 

pool, and relatively low crime rates prior to the coronavirus 

pandemic. 
Continued
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Rating agencies. Major rating agencies are negative on New 

York City. On October 1, 2020, Moody’s downgraded the 

city by one notch, from Aa1 to Aa2. Its outlook on the city 

remains negative, reflecting ongoing uncertainty about how 

long the coronavirus pandemic’s economic consequences will 

impact the city’s economy and budget, including the return 

of office workers, business and leisure travel, and the real 

estate market. According to Moody’s, the city cannot shift to a 

“back-to-normal” economy until a vaccine is widely available.14 

S&P’s outlook on New York City is also negative, reflecting 

uncertainty around the supply availability and pace of vaccine 

rollout and the effectiveness against more contagious variants, 

the trajectory for global tourism trends, and additional federal 

stimulus funding for state and local governments, service 

reductions at the MTA, and weakness in property tax values, 

particularly in commercial real estate.15 Fitch’s outlook remains 

negative, too, reflecting its concern that the effects of the 

coronavirus will be more significant than expected even once 

a vaccine is widely available.16 

Budget. New York City’s general fund performance has 

traditionally been narrow but stable. The city benefits from 

ongoing financial oversight by the New York State Financial 

Control Board. Its professional financial management is strong, 

regardless of changes in political leadership, with strong 

budget monitoring and financial controls, proactive and 

conservative budgeting, strong long-term financial planning 

and active expense management. Despite the impact of the 

pandemic, the city’s financial performance remained good 

in FY 2020, in part due to an increase in federal, state, and 

other categorical aid in response to the crisis. New York City’s 

general fund revenue sources are dependent on economically 

sensitive but diversified taxes (Figure 4). 

New York City’s governmental functions are varied and 

complex. The city is not only responsible for public safety 

and social services, but also operates vast public school, 

health care (New York City Health and Hospitals) and housing 

systems. Its fixed costs are moderately high, although the 

city has strong independent legal ability to adjust property 

tax rates and a variety of fees and charges to offset revenue 

declines. In FY 2020, New York City’s largest general fund 

expenditure in FY 2020 was education (31.8%), due mainly 

to its responsibility for providing public pre-K to grade 12 

education to city residents, followed by social services (17.8%) 

and public safety and judicial expenses (12.3%), as shown in 

Figure 5.
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Figure 4
New York City general fund revenue sources FY 2020

Source: The City of New York, NY, Comprehensive Annual Financial Report of the 
Comptroller for the Fiscal Year Ended June 30, 2020.

Source: The City of New York, NY, Comprehensive Annual Financial Report of the 
Comptroller for the Fiscal Year Ended June 30, 2020.

Figure 5
New York City general fund expenditures FY 2020 



7 ©2021 M&T Bank Corporation and its subsidiaries. All rights reserved.

To date, the city’s revenues are performing better than 

projected in FY 2021, driven mainly by stronger-than-expected 

personal and corporate income tax revenues and federal 

categorical grants. New York City faces a widening budget 

gap in FY 2022 due to projected declines in tax revenues and 

potential cuts in state aid, but this is likely to be mitigated 

by potential additional federal stimulus funds and economic 

recovery as the coronavirus vaccine becomes more widely 

available. Under the CARES Act and ARPA, New York City 

is expected to receive a total of $5.8 billion of federal aid, 

representing 6.1% of its FY 2020 general fund revenues. 

Commercial property values. A key credit concern for New 

York City is whether changing travel and work patterns—with 

more people working from home—will have a permanent 

negative impact on the city’s commercial real estate values, 

which represented approximately 49% of its assessed value 

in FY 2020. In 2020, Manhattan primary office vacancy rates 

grew to 17.3% in 2020 from 11.1% in 2019 due to the pandemic.17 

According to the city’s tentative assessment roll, commercial 

real estate values showed a nearly 16% decline from the prior 

year. Hotel and retail properties have been especially hard hit. 

Office vacancy rates are expected to drift upwards and rents 

are expected to decline by approximately 10% over the next 

three years. It remains to be seen, however, whether working 

from home and reduced tourism, particularly international 

travel, will become permanent trends. New York City’s tax 

base is exceptionally large, strong, growing, and diverse, and 

therefore capable of absorbing some decline in commercial 

real estate values. Since FY 2017, the city’s tax base market 

value has grown at a strong CAGR of 7.7%, due in part to 

extensive new residential and commercial development. It 

reached an impressive $1.4 trillion in FY 2022.18 Favorably, 

the city’s assessed valuation is based on a five-year average 

that reduces the effect of sharp year-to-year changes in 

market value. Also, strong national GDP growth could reverse 

negative trends in city commercial real estate values sooner 

than anticipated. In recent months, Amazon, Facebook, 

and Google have reportedly taken advantage of temporary 

weakness in the New York City real estate market to make 

significant investments in New York City real estate.19

Gateway Program. Critically important to the future 

economic growth of New York City is completion of the 

Gateway Program for the renovation and expansion of the 

rail line between Newark, NJ, and New York City, including 

construction of a new tunnel under the Hudson River.  

This program, which could cost up to $30 billion but would 

significantly ease transportation access to the city, was put  

on hold by the Trump administration but appears to be a  

key priority in the Biden administration’s $2 trillion 

infrastructure proposal.20

City resilience. New York City has proven to be resilient 

following other crises. After 9/11, the city rebounded strongly. 

It has long been a mecca for high-achieving young people 

seeking careers in finance, the media, and the arts and we 

expect this will resume as the pandemic abates. Ultimately,  

the city should be able to manage through and recover from 

its currently significant challenges due to its fundamental 

credit strengths.

MTA

Ridership on the MTA’s subway system fell sharply due to 

the coronavirus pandemic. During the first nine months of 

2020, compared with 2019, MTA subway ridership declined 

by 60%, MTA bus ridership by 66.4%, and MTA Long Island 

Rail Road ridership by 64.2%.21 In a typical year (FY 2019), 

fare revenues represent a critical 38% of total MTA revenue.22 

While considerable uncertainty remains, along with credit and 

downgrade risks, several favorable developments, if continued, 

may signal the beginning of MTA credit stabilization. The MTA 

has reported recent increases in ridership and better-than-

forecast operating results. Most importantly, the MTA’s board 

appears optimistic that significant federal aid, estimated at 

$10.5 billion, will soon be forthcoming under ARPA. Such 

aid is expected to be sufficient to stabilize operations and 

may also help get the MTA’s extensive capital improvement 

program back on track in a meaningful way. Both Moody’s 

and S&P have recently revised their outlooks on the MTA 

from negative to stable. In Moody’s case, this reflects the 

significant improvement in the MTA’s budget flexibility and 

liquidity position for the next 18–24 months, due to its receipt 

of substantial federal aid for coronavirus relief and recovery.23 

While unlikely, any failure to receive such aid would result in 

drastic service cuts, delayed capital spending, and further 

downgrades. 

Continued
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Conclusion

Key risks to our generally positive outlook for New York 

State, New York City and the MTA include acceleration of 

the coronavirus pandemic, resulting in further business 

disruptions, deterioration in macroeconomic conditions or 

a material decline in financial markets. Absent these events, 

and despite multiple credit challenges and rating agency 

negativity, we believe that the state, city, and MTA should 

be viewed as stabilizing credits due to their inherent credit 

strengths, combined with growing numbers of coronavirus 

vaccinations, an improving economy, and significant new 

federal stimulus aid.
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Continued

Sources: Wilmington Trust Investment Advisors, Investortools, Inc., S&P Dow Jones Indices LLC, ICE Securities Evaluations, Inc.  
Index calculations by Investortools, Inc. Custom Index Manager, the Federal Reserve System.

Selected S&P Municipal Bond Index totals and averages
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Number of
holdings

Market  
value

(in $ billions)
Coupon

Yield-to-
worst Maturity

Maturity
(in yrs.)

Priced- 
to-date

Priced-
to-date
(in yrs.)

Effective
duration

Municipal Bond 210,764 2,601 4.27 1.24 4/14/2033 12.07 6/24/2026 5.24 5.55

Investment Grade (IG) 200,585 2,419 4.37 1.09 9/4/2032 11.46 4/29/2026 5.08 5.402

Intermediate 115,947 1,214 4.43 1.05 8/22/2029 8.40 5/12/2026 5.12 4.773

IG Intermediate 111,879 1,160 4.44 0.97 8/14/2029 8.38 5/9/2026 5.11 4.778

Short Intermediate 87,261 899 4.51 0.59 4/14/2025 4.04 8/15/2024 3.37 3.111

IG Short Intermediate 84,168 860 4.51 0.54 4/18/2025 4.05 8/20/2024 3.39 3.131

Short 52,842 536 4.49 0.32 4/26/2023 2.07 3/19/2023 1.96 1.854

IG Short 50,513 507 4.49 0.30 5/1/2023 2.09 3/25/2023 1.98 1.87

High Yield 10,179 182 3.39 3.32 5/15/2041 20.15 7/9/2028 7.28 7.521

High Yield  
ex-Puerto Rico 10,008 159 3.68 3.39 1/17/2041 19.83 5/5/2028 7.1 7.217

California 29,184 412 4.03 1.14 1/21/2034 12.84 7/9/2026 5.28 5.681

New York 13,196 317 4.40 1.25 9/17/2034 13.49 7/3/2026 5.26 5.779

Puerto Rico 220 26 2.17 2.75 5/28/2042 21.17 9/6/2029 8.47 9.254

DISCLOSURES
The S&P Municipal Bond Index is a broad, market-value-weighted index that seeks 
to measure the performance of the U.S. municipal bond market. It tracks fixed-
rate bonds exempt from federal income tax, though they may be subject to the 
alternative minimum tax (AMT), with par outstanding of at least $2 million. The index 
includes bonds of all quality ratings—from AAA to non-rated, including defaulted 
bonds—and from all sectors of the bond market. The S&P Municipal Bond Index 
constituents undergo a monthly review and rebalancing.

The S&P Municipal Bond Investment Grade Index consists of bonds in the S&P 
Municipal Bond Index that are rated at least BBB- by Standard & Poor’s, Baa3 by 
Moody’s, or BBB- by Fitch Ratings. For the avoidance of doubt, the lowest rating is 
used in determining if a bond is eligible for the Index. S&P Dow Jones Indices looks 
at the long-term rating, either insured or uninsured, and the underlying rating for 
index inclusion. All bonds must also have a minimum maturity of three years and 
a maximum maturity of up to, but not including, 15 years, as measured from the 
rebalancing date.

The S&P Municipal Bond Intermediate Index consists of bonds in the S&P Municipal 
Bond Index with a minimum maturity of three years and a maximum maturity of up 
to, but not including, 15 years, as measured from the rebalancing date.

The S&P Municipal Bond Investment Grade Intermediate Index consists of bonds in 
the S&P Municipal Bond Index that are rated at least BBB- by Standard & Poor’s, Baa3 
by Moody’s or BBB- by Fitch Ratings. All bonds must also have a minimum maturity 
of three years and a maximum maturity of up to, but not including, fifteen years as 
measured from the rebalancing date.

The S&P Municipal Bond Short Intermediate Index consists of bonds in the S&P 
Municipal Bond Index with a minimum maturity of one year and a maximum maturity 
of up to, but not including, eight years, as measured from the rebalancing date. 

The S&P Municipal Bond Investment Grade Short Intermediate Index consists of 
bonds in the S&P Municipal Bond Index that are rated at least BBB- by Standard 
& Poor’s, Baa3 by Moody’s or BBB- by Fitch Ratings. All bonds must also have a 
minimum maturity of one year and a maximum maturity of up to, but not including, 
eight years as measured from the rebalancing date.

The S&P Municipal Bond Short Index consists of bonds in the S&P Municipal Bond 
Index with a minimum maturity of six months and a maximum maturity of up to, but 
not including, four years, as measured from the rebalancing date.

The S&P Municipal Bond Investment Grade Short Index consists of bonds in the 
S&P Municipal Bond Index that are rated at least BBB- by Standard & Poor’s, Baa3 
by Moody’s or BBB- by Fitch Ratings. All bonds must also have a minimum maturity 
of six months and a maximum maturity of up to, but not including, four years as 
measured from the rebalancing date.

The S&P Municipal Bond High-Yield Index consists of bonds in the S&P Municipal 
Bond Index that are not rated or whose ratings are less than or equal to BB+ 
by Standard & Poor’s, Ba1 by Moody’s, or BB+ by Fitch Ratings. Bonds that are 
prerefunded or escrowed to maturity are not included in this index. The lowest  
long-term underlying rating, either insured or uninsured, is used in determining if a 
bond is eligible for the Index.
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Quality ratings are used to evaluate the likelihood of default by a bond issuer. 
Independent rating agencies, such as Standard & Poor’s and Moody’s Investors 
Service, analyze the financial strength of each bond’s issuer. Moody’s ratings range 
from Aaa (highest quality) to C (lowest quality). Bonds rated Baa3 and better are 
considered “Investment Grade.” Bonds rated Ba1 and below are “Below Investment 
Grade” (also “High Yield” or “Speculative”). Similarly, Standard & Poor’s ratings 
range from AAA to D. Bonds rated BBB– and better are considered “Investment 
Grade” and bonds rated BB+ and below are “Below Investment Grade.”
All investments carry some degree of risk. Investors should develop a thorough 
understanding of the risks of any investment prior to committing funds.

Third-party trademarks and brands are the property of their respective owners.

Any reference to company names should not be constructed as investment advice or 
investment recommendations of those companies.

Wilmington Trust is a registered service mark used in connection with various 
fiduciary and non-fiduciary services offered by certain subsidiaries of M&T Bank 
Corporation including, but not limited to, Manufacturers & Traders Trust Company 
(M&T Bank), Wilmington Trust Company (WTC) operating in Delaware only, 
Wilmington Trust, N.A. (WTNA), Wilmington Trust Investment Advisors, Inc. (WTIA), 
Wilmington Funds Management Corporation (WFMC), and Wilmington Trust 
Investment Management, LLC (WTIM). Such services include trustee, custodial, 
agency, investment management, and other services. International corporate and 
institutional services are offered through M&T Bank Corporation’s international 
subsidiaries. Loans, credit cards, retail and business deposits, and other business and 
personal banking services and products are offered by M&T Bank, member FDIC. 

These materials are based on public information. Facts and views presented in 
this report have not been reviewed by, and may not reflect information known to, 
professionals in other business areas of Wilmington Trust or M&T Bank who may 
provide or seek to provide financial services to entities referred to in this report. As 
a result, M&T Bank and Wilmington Trust do not disclose certain client relationships 
with, or compensation received from, such entities in their reports. 
Investment products are not insured by the FDIC or any other governmental 
agency, are not deposits of or other obligations of or guaranteed by Wilmington 
Trust, M&T, or any other bank or entity, and are subject to risks, including a 
possible loss of the principal amount invested.

The information in this commentary has been obtained from sources believed to 
be reliable, but its accuracy and completeness are not guaranteed. The opinions, 
estimates and projections constitute the judgment of Wilmington Trust and are 
subject to change without notice. This commentary is for information purposes only 
and is not intended as an offer, recommendation or solicitation for the sale of any 
financial product or service or as a determination that any investment strategy is 
suitable for a specific investor. Investors should seek financial advice regarding the 
suitability of any investment strategy based on the investor’s objectives, financial 
situation and particular needs. The investments or investment strategies discussed 
herein may not be suitable for every investor. There is no assurance that any 
investment strategy will be successful. Past performance cannot guarantee future 
results.

Coupon: The annual interest payment that the bondholder receives from the bond’s 
issue date until it matures. Coupons are normally described in terms of the coupon 
rate, which is calculated by adding the sum of coupons paid per year and dividing it 
by the bond’s face value. 

Yield-to-worst: A measure of the lowest possible yield that can be received on a 
bond that fully operates within the terms of its contract without defaulting. It is a 
type of yield that is referenced when a bond has provisions that would allow the 
issuer to close it out before it matures. 

Effective duration: A duration calculation for bonds that have embedded options 
and can be estimated using modified duration if a bond with embedded options 
behaves like an option-free bond.

Selected S&P Municipal Bond Index total returns

AS OF MARCH 31, 2021 CALENDAR 

MTD QTD YTD 2020

Municipal Bond 0.55% –0.26% –0.26% 4.95%

Investment 
Grade (IG) 0.54% –0.41% –0.41% 4.87%

Intermediate 0.49% –0.45% –0.45% 5.04%

IG Intermediate 0.49% –0.54% –0.54% 5.05%

Short 
Intermediate 0.29% –0.17% –0.17% 3.59%

IG Short 
Intermediate 0.29% –0.22% –0.22% 3.59%

Short 0.17% 0.13% 0.13% 2.32%

IG Short 0.17% 0.11% 0.11% 2.32%

High Yield 0.72% 1.77% 1.77% 6.00%

High Yield  
ex-Puerto Rico 0.79% 1.90% 1.90% 5.50%

California 0.59% –0.52% –0.52% 4.91%

New York 0.58% –0.18% –0.18% 4.35%

Puerto Rico 0.27% 1.04% 1.04% 8.86%

Sources: Wilmington Trust Investment Advisors, Investortools, Inc.,  
S&P Dow Jones Indices LLC, ICE Securities Evaluations, Inc.
Index calculations by Investortools, Inc. Custom Index Manager.

The S&P Municipal Bond High Yield Index Ex-Puerto Rico is designed to measure 
bonds in the S&P Municipal Bond Index that are not rated or are rated below 
investment grade, excluding Puerto Rico.

The state level municipal bond sub-indices consists of bonds in the S&P Municipal 
Bond Index that have been issued by municipalities or municipal authorities within 
the respective states, the District of Columbia, Puerto Rico, Guam, and the U.S. Virgin 
Islands. States and municipalities may have issues across the duration and quality 
spectrums or may be more concentrated to certain sub-indices, such as in the S&P 
Investment Grade or High Yield bond indices.

The S&P Municipal Bond Puerto Rico Index consists of bonds in the S&P Municipal 
Bond Index issued by the Commonwealth of Puerto Rico, and municipalities and 
municipal authorities within the Commonwealth. Individually these entities may have 
issues across the duration and quality spectra; however, as a general matter they have 
been increasingly concentrated in the S&P High Yield Bond Index. 
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Indexes are not available for direct investment. Investment in a security or strategy 
designed to replicate the performance of an index will incur expenses such as man-
agement fees and transaction costs which would reduce returns. Past performance 
cannot guarantee future results.


