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Market Update



Key Takeaways

• Performance: Munis were up during 1Q25 but quickly reversed amid recent 
volatility during April

• Technicals: Investor outflows and above average supply have pushed yields higher

• Valuations: Relative value is at the highest level seen in 3 years

• Curve: The long end of the curve rose and the short end fell, leading to a steeper 
curve

4



Volatility and Technicals Drive Markets

Technicals were a key driver of recent asset class volatility during the 
month. Sharp outflows followed Liberation Day tariff announcements 
as investors fled to cash, gold, and US Equity. Supply has 
simultaneously been above average for the year amid pent-up 
infrastructure needs and urgency for deals to complete amid future 
uncertainty. These two technicals, which are negative for prices, met 
during the month and contributed to the rapid rise in rates. 
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Municipal yields spiked during April on tariff related volatility 
leading to rising rates and mass outflows from the asset class. 
As a result, the yield curve made a substantial parallel shift 
higher and at a greater magnitude than US Treasury bonds. 
The muni curve moved on average 33bps higher than the US 
Treasury curve in response to announced tariffs during the 
month. Currently the asset class presents opportunity to capture 
tax-exemption at attractive relative value across the curve.

0.55

0.60

0.65

0.70

0.75

0.80

0.85

0.90

0.95

1.00

1.05

1
2
/2

4

0
1
/2

5

0
1
/2

5

0
1
/2

5

0
1
/2

5

0
2
/2

5

0
2
/2

5

0
2
/2

5

0
2
/2

5

0
3
/2

5

0
3
/2

5

0
3
/2

5

0
3
/2

5

0
4
/2

5

0
4
/2

5

0
4
/2

5

0
4
/2

5

Muni / Treasury Ratios

1-2 Y M/T 4-6 Y M/T

17-22 Y M/T 7-12 Y M/T

Source: Factset as of April 25, 2025.

 (1,000)

 -

 1,000

 2,000

 3,000

 4,000

 5,000

 6,000

 1
/2

/2
0
2

5
 1

/7
/2

0
2

5
 1

/1
2

/2
0

2
5

 1
/1

7
/2

0
2

5
 1

/2
2

/2
0

2
5

 1
/2

7
/2

0
2

5
 2

/1
/2

0
2

5
 2

/6
/2

0
2

5
 2

/1
1

/2
0

2
5

 2
/1

6
/2

0
2

5
 2

/2
1

/2
0

2
5

 2
/2

6
/2

0
2

5
 3

/3
/2

0
2

5
 3

/8
/2

0
2

5
 3

/1
3

/2
0

2
5

 3
/1

8
/2

0
2

5
 3

/2
3

/2
0

2
5

 3
/2

8
/2

0
2

5
 4

/2
/2

0
2

5
 4

/7
/2

0
2

5
 4

/1
2

/2
0

2
5

 4
/1

7
/2

0
2

5
 4

/2
2

/2
0

2
5

Fund Flows (mm)

Source: Morningstar as of April 25, 2025.



Resilient Fundamentals, Narrow Spreads

Fundamentals remain favorable as states and local governments 
continue to display elevated reserve balances. Tax revenues have 
dipped in recent years but remain high relative to history after 
adjusting for inflation. 
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Spreads remain at historically tight levels and high yield supply 
was at record low levels. Senior living and charter school deals 
that define the high yield market have slowed significantly amid 
higher rates, contributing to tighter pricing. Strong credit 
selection is crucial in this environment. 

 $225

 $250

 $275

 $300

 $325

 $350

 $375

 $400

 $425

2
0
0

9

2
0
1

0

2
0
1

1

2
0
1

2

2
0
1

3

2
0
1

4

2
0
1

5

2
0
1

6

2
0
1

7

2
0
1

8

2
0
1

9

2
0
2

0

2
0
2

1

2
0
2

2

2
0
2

3

State Tax Revenue, Inflation 
Adjusted

Source: Pew Charitable Trusts Research as of June 30, 2024.

150

200

250

300

350

400

450

500

2020 2021 2022 2023 2024 2025

High Yield Spread

HYM - AAA Spread
Average Spread
1 Std Dev

Source: Factset as of April 25, 2025. 



Opportunity in High-Quality Duration

Relative value for lower tax brackets has become more attractive as 
the threshold of indifference has risen with higher municipal yields. 
Today, the asset class is more attractive for virtually all taxable 
investors. For the highest tax bracket investors, munis provide more 
compelling yield opportunity than common taxable benchmarks. 
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Over the past year, the long end of the curve has rose and the 
short end has fallen, resulting in a steeper curve. The 
intermediate part of the curve has become attractive again with 
positive roll yield.  
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Manager Update



Key Updates

• The long end of the curve rose, and short end fell during 1Q25. Most muni sectors were negative 
apart from some GOs, Pre-Refunded bonds, and Housing sectors

• Vanguard and PNC underperformed during the quarter driven by overweight to 
Transportation, Health, and Education sectors. These managers were both longer duration than 
peers

• Belle Haven and Breckinridge fared better on shorter duration and underweight to the above 
sectors

• Barbelled managers such as CWH struggled as the long end rose more than the short end fell

• Dynamic allocations have been additive. Baird Strategic Bond has delivered strong 
outperformance and ranked 12th in the peer group for 1Q25

• PIMCO Opp Value is open to new allocations with a yield of 4.7% (7.5% TEY!) and duration of 
7.5 years

New Battle Books:

Breckinridge          CWH          PNC          Mackay HYM
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Conceptual Platform

Duration
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Credit

For illustrative purposes only.
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Disclosures and Definitions

This document is intended for the exclusive use of clients or prospective clients of PCS Advisors. Any additional dissemination or distribution is strictly prohibited. 

Information provided in this document is for informational and/or educational purposes only and is not, in any way, to be considered investment advice nor a 

recommendation of any investment product or service. Advice may only be provided after entering into an engagement agreement and providing PCS Advisors with all 

requested background and account information. 

In partnership with Fiducient Advisors, the included information has been obtained from a variety of sources believed to be reliable though not independently verified. Any 

forecasts represent future expectations and actual returns, volatilities and correlations will differ from forecasts. Past performance does not indicate future performance 

and there is a possibility of a loss.

Please visit www.pcsbd.net/disclosures for other important disclosures. Private Client Services is an SEC Registered Investment Advisor doing business as PCS 

Advisors.

When referencing asset class returns or statistics, the following indices are used to represent those asset classes, unless otherwise noted. Each index is unmanaged, and 

investors can not actually invest directly into an index: 

Intermediate Muni:  Bloomberg Municipal Bond 5 Year (4-6) Total Return Index 

High Yield Municipals:  Bloomberg Muni High Yield Total Return Index

AAA Yield Curve:   S&P US Muni AAA Curve

1-2 Y M/T:   ICE BofA US General Obligation Municipal Securities (1-2 Y) - Yield to Worst / US Benchmark Bond - 1 Year – Yield

4-6 Y M/T:   ICE BofA US General Obligation Municipal Securities (4-6 Y) - Yield to Worst / US Benchmark Bond - 5 Year – Yield

7-12 Y M/T:   ICE BofA US General Obligation Municipal Securities (7-12 Y) - Yield to Worst / US Benchmark Bond - 10 Year – Yield

17-22 Y M/T:   ICE BofA US General Obligation Municipal Securities (17-22 Y) - Yield to Worst / US Benchmark Bond - 20 Year – Yield

HYM – AAA Spread:   Bloomberg Muni High Yield Total Return Index Yield to Worst – Bloomberg Municipal Bond AAA Total Return Index Yield to Worst

AAA:   Bloomberg Municipal Bond AAA Total Return Index Yield to Worst

AA:   Bloomberg Municipal Bond AA Total Return Index Yield to Worst

A:   Bloomberg Municipal Bond A Total Return Index Yield to Worst

BBB:   Bloomberg Municipal Bond BBB Total Return Index Yield to Worst

HY:   Bloomberg Muni High Yield Total Return Index Yield to Worst
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http://www.pcsbd.net/disclosures


Material Risks & Limitations

Fixed Income securities are subject to interest rate risks, the risk of default and liquidity risk. U.S. investors exposed to non-U.S. fixed income may also be subject to 

currency risk and fluctuations. 

Cash may be subject to the loss of principal and over longer period of time may lose purchasing power due to inflation.   
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Disclosures – Index & Benchmark Definitions
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Index & Benchmark Definitions

Fixed Income

• Bloomberg U.S. Aggregate Index covers the U.S. investment grade fixed rate bond 

market, with index components for government and corporate securities, mortgage pass-

through securities, and asset-backed securities.

• Bloomberg U.S. Corporate High Yield Index covers the universe of fixed rate, non-

investment grade debt. Eurobonds and debt issues from countries designated as emerging 

markets (sovereign rating of Baa1/BBB+/BBB+ and below using the middle of Moody’s, 

S&P, and Fitch) are excluded, but Canadian and global bonds (SEC registered) of issuers 

in non-EMG countries are included.

• The Bloomberg Municipal Bond 1-3 Year Index is another benchmark index used to 

track the performance of municipal bonds with maturities ranging from 1 to 3 years. 

Municipal bonds are debt securities issued by state and local governments to finance 

public projects such as roads, schools, and infrastructure.

• The Bloomberg Municipal Bond 5-Year (4-6) Index is a benchmark index used to track 

the performance of municipal bonds with maturities ranging from 4 to 6 years. Municipal 

bonds are debt securities issued by state and local governments to finance public projects 

such as roads, schools, and infrastructure.

• Bloomberg Muni Index is a rules-based, market-value-weighted index engineered for the 

long-term tax-exempt bond market. Bonds must be rated investment-grade by at least two 

ratings agencies.

• Bloomberg High Yield Municipal Bond Index covers the universe of fixed rate, non-

investment grade debt.

• The Bloomberg Municipal Revenue Bond Index is a benchmark index used to track the 

performance of municipal revenue bonds. Municipal revenue bonds are a type of municipal 

bond that is backed by the revenue generated from specific projects or facilities, such as 

toll roads, airports, utilities, hospitals, or other revenue-generating infrastructure.

• The Bloomberg State General Obligation (GO) Index is a benchmark index used to 

track the performance of state general obligation bonds. State general obligation bonds 

are municipal bonds issued by state governments and backed by the full faith and credit of 

the issuing state. They are considered one of the safest types of municipal bonds because 

they are backed by the taxing power of the state government.

• The Bloomberg Local General Obligation (GO) Index is a benchmark index used to 

track the performance of local general obligation bonds. Local general obligation bonds are 

municipal bonds issued by local governments, such as cities, counties, or other local 

authorities, and backed by the full faith and credit of the issuing local government.

• The ICE BofA US General Obligation Municipal Securities (1-2 Y) Index, formerly 

known as the Merrill Lynch US General Obligation Municipal Securities (1-2 Y) Index, is a 

benchmark index used to track the performance of US general obligation municipal 

securities with maturities ranging from 1 to 2 years. 

• The ICE BofA US General Obligation Municipal Securities (4-6 Y) Index, formerly 

known as the Merrill Lynch US General Obligation Municipal Securities (4-6 Y) Index, is a 

benchmark index used to track the performance of US general obligation municipal 

securities with maturities ranging from 4 to 6 years. 

Index & Benchmark Definitions

Fixed Income

• The ICE BofA US General Obligation Municipal Securities (7-12 Y) Index, formerly 

known as the Merrill Lynch US General Obligation Municipal Securities (7-12 Y) Index, 

is a benchmark index used to track the performance of US general obligation municipal 

securities with maturities ranging from 7 to 12 years. 

• The ICE BofA US General Obligation Municipal Securities (17-22 Y) Index, formerly 

known as the Merrill Lynch US General Obligation Municipal Securities (17-22 Y) Index, 

is a benchmark index used to track the performance of US general obligation municipal 

securities with maturities ranging from 17 to 22 years. 

• The Bloomberg Municipal Bond AAA Total Return Index is a benchmark index used 

to track the performance of AAA-rated municipal bonds in the United States. Municipal 

bonds are debt securities issued by state and local governments to finance public 

projects such as roads, schools, and infrastructure. Bonds with AAA ratings are 

considered to have the highest credit quality, indicating a low risk of default.

• The Bloomberg Municipal Bond AA Total Return Index is a benchmark index used 

to track the performance of AA-rated municipal bonds in the United States. Municipal 

bonds are debt securities issued by state and local governments to finance public 

projects such as roads, schools, and infrastructure. Bonds with AA ratings are 

considered to have high credit quality, indicating a lower risk of default compared to 

lower-rated bonds.

• The Bloomberg Municipal Bond A Total Return Index is a benchmark index used to 

track the performance of A-rated municipal bonds in the United States. Municipal bonds 

are debt securities issued by state and local governments to finance public projects 

such as roads, schools, and infrastructure. Bonds with A ratings are considered to have 

a relatively high credit quality, indicating a lower risk of default compared to lower-rated 

bonds.

• The Bloomberg Municipal Bond BBB Total Return Index is a benchmark index used 

to track the performance of BBB-rated municipal bonds in the United States. Municipal 

bonds are debt securities issued by state and local governments to finance public 

projects such as roads, schools, and infrastructure. Bonds with BBB ratings are 

considered to have a moderate credit quality, indicating a higher risk of default 

compared to higher-rated bonds.
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