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Thoughts From The Municipal Bond Desk

Stephanie: The Market had hopes for a Federal Reserve (Fed) rate cut sooner 

than later; however, March inflation came in higher than expected. What do you 

think that means for the Fed rate going forward?

Mark: Yes, the Consumer Price Index rose 3.5% in March, after higher-than-expected 

increases in January and February.1 Although inflation is nowhere near where it was 

when the Fed starting hiking interest rates, it is still well above policymakers’ 2% target 

and underlying price pressures remain persistent. I think that means the Fed will shelve 

its widely anticipated June rate cut. In the minutes from their last policy meeting, Fed 

officials had already indicated they might keep interest rates higher for longer if inflation 

remained stubborn.2 If the Fed stays on hold until the fall, US Treasury yields could 

stay elevated for some time. Whatever the Fed decides, I think supply and demand 

conditions will be more important to municipal performance than interest rates in the 

coming months.

Stephanie: Tragically six lives were lost when the Francis Scott Key Bridge in 

Baltimore collapsed on March 28th.  While these types of infrastructure disasters 

have been less frequent in recent years, one tragedy is still one too many.  With a 

rebuild in the future, what is the outlook for this credit?

Mark: It is truly a very sad chain of events; our prayers go out to the families that lost 

their loved ones.  Regarding the bridge, Moody’s Investors Service (Moody’s) revised 

its outlook for the Maryland Transportation Authority from stable to negative.3 They 

cited the uncertainty around replacement costs, funding and timing, along with financial 

metrics that were already expected to contract before the bridge’s collapse. Moody’s 

affirmed the Authority’s Aa2 rating, reflecting the essentiality of the authority’s road 

network, the fundamental strength of the service area and its history of strong financial 

and operational management and performance.  The agency did however warn that 

prolonged uncertainty about a replacement could potentially lead to a credit 

downgrade. In related action, Moody’s revised its outlook from stable to negative for 

Ports America Chesapeake due to the pause in marine vessel traffic at the Port of 

Baltimore, but suggested the credit impact would be limited if the pause lasts only a few 

weeks.4

Stephanie: As you know I have taken a new role overseeing Business Strategy & 

Development for Invesco’s Fixed Income business in North America, that said, 

this will be my last “Thoughts From The Municipal Bond Desk”.  I now leave this 

piece and Municipal Business Strategy & Development in the capable hands of 

Tim Spitz.  Earlier this month Tim was named Head of Municipal Business 

Strategy & Development. 

Mark: Yes, congrats to both of you on your promotions!   Big happenings here at 

Invesco!  Although you will no longer be solely focused on the municipal business, we 

know that you will continue to be involved in the direction the business takes as I’m 

sure you will with all the other Fixed Income asset classes managed in North America 

including global liquidity, stable value, global debt, investment grade taxable  and 

structured debt products.   Tim has certainly earned his stripes over the last 16 years 

with Invesco & Oppenheimer Funds.  I’m looking forward to working with him more 

closely to drive the communication, strategy and continued development of our 

municipal products.  

Overview

• Inflation edged up in March, 

suggesting the Federal Reserve 

would postpone widely 

anticipated interest rate cuts, 

while market technicals seem 

likely to drive municipal 

performance in the near term.

• Moody’s Investors Service 

revised its outlook for the 

Maryland Transit Authority from 

stable to negative due to 

uncertainty about the cost and 

timeline for replacing the 

Francis Scott Key Bridge.

• Invesco Fixed Income gains a 

new Head of Business Strategy 

and Development, while a 

familiar face takes over a 

similar role on the municipal 

bond team.
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30-day Visible Supply ($billions)
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Fund Flows - Weekly and Monthly Reporters ($millions)

Munis by the numbers

A quick look at some commonly used municipal market datapoints.

Source: Year to date LSEG Lipper Global Fund Flows, J.P. Morgan.  Data refreshed on April 11, 

2024. Note: Figures shown on this table are combination of weekly and monthly reporters. 

Source: Bloomberg. Bond Buyer Weekly 30-Day Visible Supply - Total dollar volume of bonds to 

be offered over the next thirty days. It does not include 'Sealed Bids Invited' or 'Proposed Bond 

Issues'. Only includes Municipal Bonds. From October 6, 2023 – April 12, 2024.

Source: Thomson Reuters TM3, as of April 17, 2024. Treasuries are backed by the full faith and 

credit of the US government as to the timely payment of principal and interest, while legislative 

or economic conditions could affect a municipal securities issuer's ability to make payments of 

principal or interest.

Source: Refinitiv MMD Curve, US Department of Treasury, from March 17, 2024 – April 17, 

2024. UST = United States Treasury. A credit rating is an assessment provided by a nationally 

recognized statistical rating organization (NRSRO) of the creditworthiness of an issuer with 

respect to debt obligations, including specific securities, money market instruments or other 

debts. Ratings are measured on a scale that generally ranges from AAA (highest) to D (lowest); 

ratings are subject to change without notice. NR indicates the debtor was not rated and should 

not be interpreted as indicating low quality. For more information on rating methodologies, 

please visit the following NRSRO websites: www.standardandpoors.com and select 

'Understanding Credit Ratings' under Rating Resources 'About Ratings' on the homepage.; 

www.ratings.moodys.com and select 'Rating Methodologies' under Research and Ratings on 

the homepage.; www.fitchratings.com and select 'Ratings Definitions Criteria' under 'Resources' 

on the homepage. Then select 'Rating Definitions' under 'Resources' on the 'Contents' menu.

Municipal/Treasury Ratio1-Month Yield Change 3/17/24 – 4/17/24 (% Change)
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Week ended Apr. 11, 2024

Combined

Open End 

Mutual 

Funds ETFs

All term muni funds 10,675 9,866 809

Investment Grade 5,371 4,356 1,015

High Yield 5,304 5,510 (206)

Long Term (10yr +) 11,316 10,856 459

Intermediate  (5-10yr) 1,550 916 634

Short / Intermediate (3-5yr) (838) (404) (434)

Short (1-3yr) (1,353) (1,503) 150

National funds 9,117 8,631 486

New York 302 277 25

California 1,332 1,051 281



Invesco.com Invesco Distributors, Inc.

Market techincals include supply and demand for a security and how it can affect changes in price, volume, and volatility.

Consumer Price Index is a measure of the average change overtime in the prices paid by urban consumers for a market basket of consumer goods and 

services.

A credit rating is an assessment provided by a nationally recognized statistical rating organization (NRSRO) of the creditworthiness of an issuer with respect to debt obligations, including 

specific securities, money market instruments or other debts. Ratings are measured on a scale that generally ranges from AAA (highest) to D (lowest); ratings are subject to change without 

notice. For more information on Moody's rating methodology, please visit www.ratings.moodys.com and select 'Rating Methodologies' on the homepage.

Sources: 

1. The Wall Street Journal, as of April 10, 2024.

2. The Federal Reserve, April 10, 2024

3. Moody’s Investors Service, April 10, 2024.

4. JPMorgan, as of April 10, 2024. 

About risk

Municipal securities are subject to the risk that legislative or economic conditions could affect an issuer’s ability to make payments of principal and/or interest.

Junk bonds involve greater risk of default or price changes due to changes in the issuer’s credit quality.

The value of investments and any income will fluctuate (this may partly be the result of exchange rate fluctuations) and investors may not get back the full amount invested. The values of junk 

bonds fluctuate more than those of high-quality bonds and can decline significantly over short time periods.

All fixed income securities are subject to two types of risk: credit risk and interest rate risk. Credit risk refers to the possibility that the issuer of a security will be unable to make interest 

payments and/ or repay the principal on its debt. Interest rate risk refers to the risk that bond prices generally fall as interest rates rise and vice versa.

Municipal bonds are issued by state and local government agencies to finance public projects and services. They typically pay interest that is tax-free in their state of issuance. Because of their 

tax benefits, municipal bonds usually offer lower pre-tax yields than similar taxable bonds.

All data as of April 17, 2024, unless otherwise stated.

All data provided by Invesco unless otherwise noted.

The opinions expressed are those of the author, are based on current market conditions and are subject to change without notice. These opinions may differ from those of other Invesco 

investment professionals.

Invesco does not provide tax advice. The tax information contained herein is general and is not exhaustive by nature. It is not intended or written to be used, and it cannot be used by any 

taxpayer, for the purpose of avoiding tax penalties that may be imposed on the taxpayer under US federal tax laws. Federal and state tax laws are complex and constantly changing. Investors 

should always consult their own legal or tax professional for information concerning their individual situation.

This does not constitute a recommendation of any investment strategy or product for a particular investor. Investors should consult a financial professional before making any investment 

decisions.

Past performance does not guarantee future results. An investment cannot be made into an index. 

Forward-looking statements are not guarantees of future results. They involve risks, uncertainties and assumptions, there can be no assurance that actual results will not differ materially from 

expectations.

There is no guarantee the outlooks mentioned will come to pass. 
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