
Muni 360

Taxable Munis Strengthen the Fixed 
Income Core

• Taxable Muni bonds provide strong core complement

• Muni Curve tells tale of two different markets

• Differing ratios reinforce Muni cheapness

Relative Performance
By historical measures, municipals had an assortment of supportive tailwinds that set the asset class
up nicely for July performance. While the month is not done yet, this week’s move, at least relative to
US Treasuries, certainly establishes a more muted tone. Month-to-date, the Bloomberg Municipal
Bond Index lost have lost 105bps, compared to the 87bps decline for the Bloomberg U.S. Treasuries
Index. Over the past five trading days, Municipals saw the bulk of that under-performance as rates
rose by as much as 21bps for long tax-exempts compared to just a 4bps rise for 30YR U.S.
Treasuries. This stands in stark comparison to the very front of the curve where tax-exempts fell
2.1bps, compared to just 1.6bps decline for treasuries. As such, Municipal-to-Treasury (M/T) yield
ratios widened along the curve, with the 10-year M/T ratio rising to 76% from 72% last week and 30-
year ratios rising from 92% to 96% over the past week. While our expectation is not that exempts
cheapen meaningfully from here, there is still $14 billion in supply over the next few weeks for the
market to digest.
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1. Data as of July 18, 2025. Source: Bloomberg. Spot Muni, Spot AA rates. 
Past performance is no guarantee of future results, which will vary. It is not possible to invest directly in an index.

MUNIS OUTPERFORMED1
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Market Technicals
Last week’s heavy sales calendar brings 2025 YTD muni issuance level to $337 billion, representing a 
20% YoY growth rate. Despite all the cash coming back to investors this month, the move in rates (as 
described above) helped mute some of the stronger seasonal tailwinds for this month. Another metric that 
is looked at in the municipal market place is net supply, or the difference between upcoming principal and 
interest and redemptions compared to visible supply figures. This stands at minus $16 billion, which is still 
very constructive for total returns over the next 30-days, absent a further leg down in rates. 

Looking at relative value for exempts, away from muni-to-U.S. Treasury ratios, we can also evaluate the 
ratio of AA tax-exempt municipals to AA corporate bonds. By this measure, munis are at some of the 
cheapest levels since 2022. 

Municipal Market Weekly Update JULY 22, 2025

MUNI TO CORPORATE RATIOS2

2. Data as of July 16, 2025. Source: Bloomberg. 

Cross-over Appeal Comes to Muniland
Common misconceptions about municipal bonds are that they are 1) only for tax-exempt investors and 2) 
always issued as tax-exempt securities. These are inaccurate. First, after tax adjustments, municipal 
bonds can benefit investors regardless of tax status due to their attractive yield levels. Second, taxable 
municipal bonds, an often-overlooked market segment, offer the same uncorrelated credit exposure as tax-
exempt munis and complement core fixed income strategies with their differing characteristics. 

Many tax-exempt investors use the ratio of AAA municipal bond yields to similar-duration U.S. Treasury 
yields to gauge whether munis are over- or undervalued, with higher ratios indicating better entry points. 
Similarly, we suggest comparing A and AA-rated municipal bond yields to like-duration corporate bonds. 
This ratio could help investors decide whether to shift from corporate debt to munis or vice versa. With the 
muni-to-corporate ratio rising close to the highest level since 2022, we believe the municipal credit asset 
class, as a whole, is worth a deeper look to investors. 
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Still, for those still not sold of abandoning taxable altogether, we would highlight taxable municipals, as it 
allows for diversification of more traditional taxable credit risk exposures and provides some yield 
protection due to their callability features. Increased issuance this year indicates that the public finance 
market is responding to investor demand for this portion of the municipal market, with sales on track to hit 
the highest levels since 2021, on an annualized basis.

3. Data as of 7/14/2025. Source: Bloomberg. 
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TAXABLE MUNI ISSUANCE3
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Taxable Munis: Similar Great Yield, Less Credit Correlation
Mathematically speaking, municipals lack significant correlation to U.S. corporates and equities. This fact, 
alone, should help to provide a buffer to poorer performance should the U.S. economy fully roll over or 
head into a prolonged recession. In fact, we have noted in prior publications that the relatively high-quality 
nature of municipal bonds is attractive for both risk-conscious investors and institutions seeking to meet 
their capital requirements efficiently. By the numbers, the Bloomberg taxable municipal bond index 
(BTMNTR Index) has an average credit quality of AA, while only 2% of the index has a BBB rating. 
Comparatively, the U.S. IG Corporate bond index has an A- average credit quality and the index has a 
47% weighting to BBB bonds. This is important because as of July 18, 2025, the yield to worst for these 
two indices are very close with taxable munis at 5.21% and U.S. Corporates at 5.19%.



COMPELLING YIELD WITHOUT SACRIFICING4
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4. Data as of June 30, 2025. Source: ICE Data, Bloomberg.
Tax adjustment assumes a tax rate used for taxable investors of 40.8%, which represents the cumulative income tax rate based on 
the 3.8% Medicare tax surcharge and a federal tax rate of 37.0%. Shown for illustrative purposes only and may not represent every 
taxpayer’s applicable rates in every state. Consult your professional tax advisor for further guidance. 
Taxable Munis: ICE BofA Broad U.S. Taxable Municipal Securities Index; U.S. Corp IG: Bloomberg U.S. Corporate Bond Index; U.S. 
Agg: Bloomberg U.S. Aggregate Bond Index; U.S. Securitized: Bloomberg U.S. Securitized MBS ABS CMBS Index; U.S. Treasury: 
Bloomberg U.S. Treasury Index; Agg ex U.S.: Bloomberg Global Aggregate Bond Index.
It is not possible to invest directly in an index. Please see disclosures and index descriptions at the end of this presentation. Past 
performance is not indicative of future results. 
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The Complement That Really Matters
While taxable munis have all the salient qualities listed above, we can still note that traditional core bond 
managers are under-allocated to taxable municipals, with a less than 1% average of total portfolios.  
Alternatively, we can propose a model with a 25% allocation to the taxable muni index and 75% allocation 
to the U.S. Agg Index. Over the past decade, a blended benchmark reflecting this revised allocation mix 
could have delivered a 175% improvement in risk-adjusted total return over the aggregate benchmark. 
This blend potentially provides enhancements in yield and diversification, highlighting characteristics that 
could be advantageous in portfolio construction.

JULY 22, 2025
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REPLACING JUST 25% WITH TAXABLE MUNICIPALS COULD ENHANCE YIELD AND RETURNS, 
WHILE KEEPING THE RISK PROFILE IN LINE WITH THE U.S. AGGREGATE5
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5. Data as of June 30, 2025. Source: Morningstar. 
For illustrative purposes only. Based on Morningstar data and asset allocation percentages determined by MacKay Shields and/or New York Life 
Investment Management. The returns shown above do not represent the returns of any client portfolio or strategy actually managed by MacKay 
Shields and should not be construed as such. The returns shown are index-based and mathematically calculated based on the percentages 
shown; MacKay Shields' portfolios are actively managed and would vary from any applicable or benchmarked index. Therefore, the returns 
shown are not indicative of investment skill. Actual portfolios would be subject to fees and expenses. No fees or expenses were included in the 
results above. No representation is made as to the accuracy and completeness of information contained in this presentation that has been 
obtained from third parties. It is not possible to invest directly in an index. Past performance is not indicative of future results. Please 
see the disclosures and index descriptions at the end of this presentation.
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100% U.S. Aggregate Index 4.51% 1.76% 5.03% -0.04 0.39

75% U.S. Aggregate Index — 25% 
Taxable Muni Index 4.63% 2.11% 5.46% 0.03 0.38

50% U.S. Agg Index/50% Taxable 
Muni Index 4.75% 2.46% 5.96% 0.09 0.37
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Questions from the Field
Q: With rising issuance, how has demand been from institutional investors this summer?
The demand from institutional investors continues to be strong with new issue pricings reporting to 
be multiple times over-subscribed. This means that there are orders for bonds in excess of how 
many bonds are being sold by a specific issuer. It is important to note, that muni bond demand 
widely depends on factors such as interest rates, the credit quality of the issuer, the bond's yield, and 
the economic environment. Even with interest rates having fluctuated in 2025, demand for strong 
high-quality municipal bonds (e.g., those rated AA or AAA) due to their tax-exempt status and 
relative safety, is reflective in still tight(er) credit spreads as well.

Municipal Market Weekly Update JULY 22, 2025



INDEX YIELDS (in %)6

Data as of 7/22/2025.
6. Source: Bloomberg, UBS. Using 40.8% federal tax rate, including 3.8% Net Investment Income Tax.
7. Source: Bloomberg, UBS. Using 40.8% federal tax rate, including 3.8% Net Investment Income Tax.
Past performance is no guarantee of future results, which will vary. It is not possible to invest directly in an index.

AAA MUNI TAX-EQUIVALENT YIELD CURVE7
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IN-STATE MUNI TAX-EQUIVALENT YTW (in %)8

Data as of 7/22/2025.
8. Source: Bloomberg, UBS. *Using 40.8% federal tax rate, including 3.8% Net Investment Income Tax. Using respective 
maximum state income tax rate.
9. Source: Bloomberg, UBS. Using 40.8% federal tax rate, including 3.8% Net Investment Income Tax. 
10. Source: Bloomberg, UBS. Using 40.8% federal tax rate, including 3.8% Net Investment Income Tax. 
Past performance is no guarantee of future results, which will vary. It is not possible to invest directly in an index.

YTD TOTAL RETURNS BY SECTOR (in %)9
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YTD TOTAL RETURNS BY MATURITY (in %)11

Data as of 7/22/2025.
11. Source: Bloomberg, UBS.
12. Source: Bloomberg, UBS. 
Past performance is no guarantee of future results, which will vary. It is not possible to invest directly in an index.

YTD TOTAL RETURNS BY RATING CATEGORY (in %)12
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BLOOMBERG MUNICIPAL YIELD-TO-WORST13 (YTW)

Data as of 7/18/2025.
13. Source: Bloomberg. “Post GlFC Average” measures the period from 1/1/2010–7/18/2025.
14. Source: Bloomberg.
15. Source: Bloomberg. 2s10s–is spread between 10yr and 2yr yield; 10s30s–refers to spread between 30yr and 10yr
yield; 2s30s–refers to spread between 30yr and 2yr yield.
Past performance is no guarantee of future results, which will vary. It is not possible to invest directly in an index.

Bloomberg AAA Muni Key Rate Yields14

2-year 2.52% 2.50% -0.02%

5-year 2.63% 2.62% -0.01%

10-year 3.18% 3.36% +0.18%

30-year 4.60% 4.81% +0.21%

U.S. Treasury Key Rate Yields14

2-year 3.90% 3.88% -0.02%

5-year 3.99% 3.96% -0.03%

10-year 4.43% 4.44% +0.01%

30-year 4.96% 5.00% +0.04%

U.S. Treasury & AAA Muni Curve Slopes15

2s10s 10s30s 2s30s

US Treasury Curve Slope +378 bps +393 bps +15 bps

AAA Muni Curve Slope +283 bps +290 bps +7 bps

MUNI YIELDS

Tenor 7/11/2025 7/18/2025 Change (+/–)
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BLOOMBERG MUNICIPAL HIGH YIELD | AAA YIELD DIFFERENTIAL16

TAXABLE MUNICIPAL AND CORPORATE CREDIT SPREADS17

fixed income security over that of a risk-free rate of return, which is adjusted to take into account an embedded option.
Past performance is no guarantee of future results, which will vary. It is not possible to invest directly in an index.
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Data as of 7/18/2025.
16. Source: Bloomberg.
17. Source: ICE Data. The spread, better known as the option-adjusted spread (OAS) is the measurement of the yield of a
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LONG TERM FUND FLOWS18 (USD BILLION)
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Data as of 7/18/2025.
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18. Source: Investment Company Institute (ICI). http://www.ici.org.
Past performance is no guarantee of future results, which will vary. It is not possible to invest directly in an index.
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DISCLOSURES
Availability of this document and products and services provided by MacKay 
Shields LLC 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 LLC may 
otherwise lawfully be issued or made available. None of the products and 
services provided by MacKay Shields LLC are offered to any person in any 
jurisdiction where such offering would be contrary to local law or regulation. 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 the MacKay Municipal Managers team of MacKay Shields LLC 
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.

©2025, MacKay Shields LLC. All Rights Reserved. 

MacKay Shields LLC does not offer or sponsor any funds registered under 
the Investment Company Act of 1940, as amended (“Registered Funds”). 
MacKay Shields LLC serves in the capacity as investment manager of 
certain Registered Funds through sub-advisory arrangements.

MacKay Municipal Managers is a trademark of MacKay Shields LLC.

MacKay Shields LLC is a wholly owned subsidiary of New York Life 
Investment Management Holdings LLC, which is wholly owned by New 
York Life Insurance Company. “New York Life Investments” is both a 
service mark, and the common trade name of certain investment advisers 
affiliated with New York Life Insurance Company. Investments are not 
guaranteed by New York Life Insurance Company or New York Life 
Investments.

It is not possible to invest directly into an index. Past performance is not 
indicative of future results.

NYLI MacKay Short Term Muni Fund | New York Life 
Investments

ADDITIONAL YIELD DEFINITION
BVAL AA, A, BBB and BB Yields is calculated by Bloomberg and is 
representative of the average 2YR spot rate on respective Bloomberg Yield 
curves of corporate credits with the respective average credit rating that are 
valued by Bloomberg’s valuation service.

ABOUT RISK
The Fund is not a money market fund and does not attempt to maintain a 
stable NAV. The Fund's net asset value per share will fluctuate. There can be 
no guarantee that the Fund will achieve or maintain any particular level of 
yield. Foreign securities are subject to interest rate, currency exchange rate, 
economic, and political risks. These risks may be greater for emerging 
markets. The principal risk of mortgage dollar rolls is that the security the 
Fund receives at the end of the transaction may be worth less than the 
security the Fund sold to the same counterparty at the beginning of

the transaction. The principal risk of mortgage-related and asset-backed 
securities is that the underlying debt may be prepaid ahead of schedule, if 
interest rates fall, thereby reducing the value of the fund's investment. If 
interest rates rise, less of the debt may be prepaid. Funds that invest in bonds 
are subject to interest-rate risk and can lose principal value when interest 
rates rise. Bonds are also subject to credit risk, in which the bond issuer may 
fail to pay interest and principal in a timely manner. 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.
New York Life Investment Management LLC engages the services of federally 
registered advisors. MacKay Shields LLC is an affiliate of New York Life 
Investment Management. "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 distributed by NYLIFE 
Distributors LLC, 30 Hudson Street, Jersey City, NJ 07302, Member 
FINRA/SIPC.
Bond ratings are expressed as letters ranging from AAA, which is the highest 
grade, to C (“junk bonds”), which is the lowest grade. Different rating services 
use the same letter grades but use various combinations of upper- and lower-
case letters to differentiate themselves.
NOTE TO UK AND EUROPEAN UNION INVESTORS
This document is intended only for the use of professional investors as 
defined in the Alternative Investment Fund Manager’s Directive and/or the UK 
Financial Conduct Authority’s Conduct of Business Sourcebook. To the extent 
this document has been issued in the United Kingdom, it has been issued by 
NYL Investments UK LLP, 200 Aldersgate Street, London UK EC1A 4HD, 
which is authorized and regulated by the UK Financial Conduct Authority.  To 
the extent this document has been issued in the EEA, it has been issued by 
NYL Investments Europe Limited, 77 Sir John Rogerson's Quay, Block C 
Dublin D02 VK60 Ireland. NYL Investments Europe Limited is authorized and 
regulated by the Central Bank of Ireland (i) to act as an alternative investment 
fund manager of alternative investment funds under the Alternative 
Investment Fund Managers Directive (Directive 2011/61/EU) and (ii) to 
provide the services of individual portfolio management, investment advice 
and the receipt and transmission of orders as defined in Regulation 7(4) of 
the AIFMD Regulations to persons who meet the definition of “professional 
client” as set out in the MiFID Regulations.  It has passported its license in 
additional countries in the EEA.

This document only describes capabilities of certain affiliates of New York Life 
Investments and/or MacKay Shields LLC.  No such affiliates will accept 
subscriptions in any funds not admitted to marketing in your country or 
provide services to potential customers in your country, including 
discretionary asset management services, except where it is licensed to do so 
or can rely on an applicable exemption.

MacKay Shields LLC is a wholly owned subsidiary of New York Life 
Investment Management Holdings LLC, which is wholly owned by New York 
Life Insurance Company. "New York Life Investments" is both a service mark, 
and the common trade name of certain investment advisers affiliated with 
New York Life Insurance Company. Investments are not guaranteed by New 
York Life Insurance Company or New York Life Investments.
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https://www.newyorklifeinvestments.com/mutual-funds/nyli-mackay-short-term-muni-fund?ticker=MSTIX
https://www.newyorklifeinvestments.com/mutual-funds/nyli-mackay-short-term-muni-fund?ticker=MSTIX


“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.

NOTE TO CANADIAN RECIPIENTS
The information in these materials is not an offer to sell securities or a 
solicitation of an offer to buy securities in any jurisdiction of Canada. In 
Canada, any offer or sale of securities or the provision of any advisory or 
investment fund manager services will be made only in accordance with 
applicable Canadian securities laws. More specifically, any offer or sale of 
securities will be made in accordance with applicable exemptions to dealer 
and investment fund manager registration requirements, as well as under an 
exemption from the requirement to file a prospectus, and any advice given on 
securities will be made in reliance on applicable exemptions to adviser 
registration requirements.

NOTE TO JAPANESE RECIPIENTS
This is issued by New York Life Investment Management Asia Limited 
(Financial Instruments Business Operator, Kanto Local Finance Bureau 
(FIBO) No. 2964, Member of Japan Investment Advisers Association and 
Type 2 Financial Instruments Firms Association) for institutional  investors 
only. As costs and/or fees to be borne by investors vary depending on 
circumstances such as products, services, investment period and market 
conditions, the total amount nor the calculation methods cannot be 
disclosed in advance. All investments involve risks, including market 
fluctuation and investors may lose the principal amount invested. Investors 
should obtain and read the prospectus and/or information set forth in Article 
37-3 of the Financial Instruments and Exchange Act carefully before making 
investment decisions.

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 within the composite 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.

SOURCE INFORMATION
“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.

All ICE Data indices referenced herein (each such index, the “Index”), 
are products of ICE data indices, LLC (“ICE Data”), and are used with 
permission. ICE® is a registered trademark of ICE Data or its affiliates, 
and BofA® is a registered trademark of Bank of America Corporation 
licensed by Bank of America Corporation and its affiliates (“BofA”) and 
may not be used without BofA’s prior written approval. ICE Data, its 
affiliates and their respective third-party suppliers disclaim any and all 
warranties and representations, express and/or implied, including any 
warranties of merchantability or fitness for a particular purpose or use, 
including the indices, index data and any data included in, related to, or 
derived therefrom. Neither ICE Data, its affiliates nor their respective  
third-party suppliers shall be subject to any damages or liability with 
respect to the adequacy, accuracy, timeliness or completeness of the 
indices or the index data or any component thereof, and the indices and 
index data and all components thereof are provided on an “as is” basis 
and your use is at your own risk. Inclusion of a security within an index is 
not a recommendation by ICE Data to buy, sell, or hold such security,  
nor is it considered to be investment advice. ICE Data, its affiliates and 
their respective third-party suppliers do not sponsor, endorse, or 
recommend MacKay Shields LLC, or any of its products or services.

INDEX DESCRIPTIONS                                          
Bloomberg Municipal Bond High Yield Index is a flagship measure of 
the U.S. municipal tax-exempt non-investment grade bond market. Included 
in the index are securities from all 50 U.S. States and four other qualifying 
regions (Washington DC, Puerto Rico, Guam, and the Virgin Islands). The 
index includes state and local general obligation bonds and revenue bonds.

Bloomberg Municipal Bond Total Return Index is a broad, market-
weighted index that tracks the performance of the long-term, tax-exempt 
bond market in the United States. It includes general obligation bonds, 
revenue bonds, insured bonds, and pre-refunded bonds, and is designed to 
be a benchmark for investors in this market.
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