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Compensation for holding and rolling T-Bills could be diminishing; the forward market 
currently anticipates a significant downward trend in T-Bill yield levels. In our view, 
prudent investors should start proactively managing re-investment risk, which is the 
possibility that their cash flows cannot be invested at the previously attainable rate.

Municipal bonds may offer a practical solution

3-Month and 6-Month T-Bill yields are anticipated to decline significantly 
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T-Bill yields are projected to decline. 
What should income investors do?
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T-Bill rates have skyrocketed since the beginning of 2022. They’re 
considered a reflection of the federal funds rate, which increased by 500 
basis points (bps) in 14 months, the fastest pace in 40 years. However, 
after 10 straight federal funds rate hikes, some believe that a pause, or 
even rate cuts, might be on the horizon.

5.25%

4.76%

5.38%

4.69%

3.91%

Current Rate 6-Month
Forward Rate

1-Year
Forward Rate

3-Month T-Bill Yield

6-Month T-Bill Yield

Six Months Decline

-49 bps -69 bps 

One Year Decline

-134 bps -147 bps 

3-Month T-Bill 6-Month T-Bill 3-Month T-Bill 6-Month T-Bill 

Source: Bloomberg, data as of June 8, 2023. “Forward rate” is an interest rate applicable to a financial transaction that will take 
place in the future.



T-Bill yields are projected to decline. What should income investors do?

We believe municipal bonds may offer a practical solution. Exempt from individual federal income tax, municipal 
bond yields are nearly at their highest level in a decade. When assessed by their tax-equivalent yield, municipal 
bonds offer a yield advantage over even current T-Bill rates.

Municipal bonds currently provide an after-tax yield advantage over T-Bills*

 

Source: Bloomberg, data as of June 8, 2023.

Past performance is no guarantee of future results, which will vary.  It is not possible to invest directly in an index. Treasury Securities are backed by the full 
faith and credit of the United States government as to payment of principal and interest if held to maturity.  Interest income on these securities is exempt from state and local 
taxes. “Forward rate” is an interest rate applicable to a financial transaction that will take place in the future.

*Shown for illustrative purposes only. Assumes a U.S. taxable investor who pays U.S. Federal income tax rates at the highest current marginal rate of 37.0% and the 3.8% 
Medicare surcharge tax on income. There are limitations to presenting tax-equivalent yields including, but not limited to (i) they do not show the effect of state and local taxes, 
which will vary; and (ii) each individual taxpayer may possess unique circumstance that could alter the computation of tax-equivalent yields. Thus “tax-equivalent yields” are 
only intended to represent mathematical illustrations and not actual returns to any investor. Prospective investors cannot rely on this illustration as it is not possible to invest 
directly in an index, and not every investor would have the same return experience in investable products or strategies. See disclosures at the end of this document for 
information related to comparisons to an index and index descriptions.

This illustration and nothing herein constitute tax advice. The information contained herein should not be used as a substitute for advice from your tax advisor. Neither 
MacKay Municipal ManagersTM nor MacKay Shields LLC advise clients on tax matters. Consult your tax advisor for further information.
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T-Bill yields are projected to decline. What should income investors do?

Important Disclosure
Availability of this document and products and services provided by MacKay Shields LLC, MacKay Shields UK LLP and MacKay Shields Europe Investment Management 
Limited (collectively, “MacKay Shields”) may be limited by applicable laws and regulations in certain jurisdictions and this document is provided only for persons to 
whom this document and the products and services of MacKay Shields may otherwise lawfully be issued or made available. None of the products and services provided 
by MacKay Shields are offered to any person in any jurisdiction where such offering would be contrary to local law or regulation. This document is provided for 
information purposes only. It does not constitute investment advice and should not be construed as an offer to buy securities. The contents of this document have not 
been reviewed by any regulatory authority in any jurisdiction. 

This material contains the opinions of certain professionals at MacKay Municipal ManagersTM but not necessarily those of MacKay Shields LLC. The opinions expressed 
herein are subject to change without notice. This material is distributed for informational purposes only. Forecasts, estimates, and opinions contained herein should not 
be considered as investment advice or a recommendation of any particular security, strategy or investment product. Information contained herein has been obtained 
from sources believed to be reliable, but not guaranteed. Any forward-looking statements speak only as of the date they are made and MacKay Shields assumes no 
duty and does not undertake to update forward-looking statements. No part of this document may be reproduced in any form, or referred to in any other publication, 
without express written permission of MacKay Shields LLC. ©2023, MacKay Shields LLC. All Rights Reserved. 

Past performance is not indicative of future results.

Comparisons to an Index
Comparisons to a financial index are provided for illustrative purposes only. Comparisons to an index are subject to limitations because portfolio holdings, volatility and 
other portfolio characteristics may differ materially from the index. Unlike an index, portfolios are actively managed and may also include derivatives. There is no 
guarantee that any of the securities in an index are contained in any managed portfolio. The performance of an index may assume reinvestment of dividends and 
income, or follow other index-specific methodologies and criteria, but does not reflect the impact of fees, applicable taxes or trading costs which, unlike an index, may 
reduce the returns of a managed portfolio. Investors cannot invest in an index. Because of these differences, the performance of an index should not be relied upon as 
an accurate measure of comparison.
“Bloomberg®”, “Bloomberg Indices®”, Bloomberg Fixed Income Indices, Bloomberg Equity Indices and all other Bloomberg indices referenced herein are service marks 
of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited (“BISL”), the administrator of the indices (collectively, “Bloomberg”) and have 
been licensed for use for certain purposes by MacKay Shields LLC (“MacKay Shields”). Bloomberg is not affiliated with MacKay Shields, and Bloomberg does not 
approve, endorse, review, or recommend MacKay Shields or any products, funds or services described herein. Bloomberg does not guarantee the timeliness, 
accurateness, or completeness of any data or information relating to MacKay Shields or any products, funds or services described herein.
The following indices may be referred to in this document:

Definitions
ICE BofA U.S. High Yield Index tracks the performance of U.S. dollar denominated below investment grade corporate debt publicly issued in the U.S. domestic 
market. 

Bloomberg Municipal Bond Index
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 agencies: Moody’s, S&P, Fitch. 

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.

About risk 
Municipal bond risks include the ability of the issuer to repay the obligation, the relative lack of information about certain issuers, and the possibility of future tax and 
legislative changes, which could affect the market for and value of municipal securities. Bonds subject to interest rate risk and can lose principal value when interest 
rates rise. Bonds are also subject to credit risk which is the possibility that the bond issuer may fail to pay interest and principal in a timely manner. Diversification 
cannot assure a profit or protect against loss in a declining market.
Impact investing and/or Environmental, Social and Governance (ESG) managers may take into consideration factors beyond traditional financial information to select 
securities, which could result in relative investment performance deviating from other strategies or broad market benchmarks, depending on whether such sectors or 
investments are in or out of favor in the market. Further, certain ESG strategies may limit exposures found in similar strategies or broad market benchmarks, which 
could also result in relative investment performance deviating. There is no assurance that employing ESG strategies will result in more favorable 
investment performance.

MacKay Municipal Managers is a trademark of MacKay Shields LLC.

MacKay Shields LLC is an affiliate of New York Life Investments. “New York Life Investments” is both a service mark, and the common trade name, of certain investment advisors affiliated 
with New York Life Insurance Company. Securities are distributed by NYLIFE Distributors LLC, 30 Hudson Street, Jersey City, NJ 07302, a wholly owned subsidiary of New York Life 
Insurance Company. NYLIFE Distributors LLC is a Member FINRA/SIPC.
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For more information
888-474-7725
newyorklifeinvestments.com 

https://www.newyorklifeinvestments.com

