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Here is one quick way to sum up the municipal bond market in the first quarter: munis in January and 
February roughly mirrored the movement of Treasury bond yields…and then March happened. In that 
month, a combination of factors caused municipal bond yields to go their own way and rise substantially, 
becoming somewhat disconnected from Treasury bond yields in the process.  

The first thing we can say about this past March – or really any March (and early April too) – is that the 
usual seasonal pattern of waning demand for municipal bonds took hold. This is usually expected at this 
time of the year as investors often use redemptions from municipal bond portfolios to pay any taxes due. 
On top of this usual seasonal trend was a meaningful increase in new-issue bond supply this March, above 
the already high levels experienced in January and February. This somewhat weakened demand coupled 
with increased supply resulted in rising municipal bond yields, beyond the magnitude of movements in 
Treasury bond yields.  

In addition to these fundamental forces, municipal bond yields were driven upward by the market beginning 
to consider the implications of possible changes to the tax-exemption of municipal bond interest. The tax-
exemption issue has reared its head on a regular basis in the past four decades. It tends to emerge 
whenever Congress intensifies its search for federal government revenue-raisers and pay-fors during 
challenging budget seasons.  

Whenever the issue of tax-exemption has emerged in the past, a bi-partisan chorus of mayors and 
governors has come together to educate and remind Congress of the critical role that low-cost tax-exempt 
financing plays in the state and local projects their constituents demand and appreciate. The easy answer 
to the current tax-exemption issue is that it will play out as it has in the past. But predicting how specific 
legislation will come out of the currently fraught political climate is tricky business. Will the exemption be 
left alone, scuttled entirely, or will only a portion of it be changed or limited in some way for certain investors? 
Will existing tax-exempt municipal bonds be grandfathered (very likely) from any change and how will that 
affect their value going forward? Will there be an increase in muni bond issuance as a change to the tax-
exemption becomes more possible? The increase in new-issue muni bond supply in March can be partly 
attributed to issuers attempting to get ahead of a possible major change affecting their debt. When it comes 
to possible legislation, there are many questions and no sure answers. We can observe this: the extension 
of the 2017 tax cuts is a priority for the current administration and those ever-elusive, hotly debated revenue 
raisers and pay-fors are an area of heightened interest by lawmakers.  

The municipal bond market digested all the above as well as a saw-tooth, upward-moving pattern of 
Treasury bond yields throughout March. As if this were not enough to consider, we have not even mentioned 
the late March uncertainty and concern over the imminent release of the current administration’s tariff 
program. Months like March make for sometimes sloppy markets filled with volatile periods where 
participants grope for proper levels. The muni bond market in March was certainly that kind of month. It was 
also as good a month as any to re-examine the idea of total return and the part it plays in all the investment 
goals municipal bond investors strive to achieve. 

Simply put, total return reflects the change in value of a security or portfolio from the beginning of a certain 
period to the end, measured usually on a monthly, quarterly, or annual basis. For bondholders, the change 
in value will include any increase or decrease in the bond’s price plus any coupon income collected or any 
interest income accrued. When bond yields rise, bond prices will fall, possibly enough to generate a 
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negative total return for a particular time period. Bondholders, of course, have an interest in the ongoing 
value and volatility of their investments and total return provides useful information on that score.  

When examining monthly or quarterly total returns, whatever they may be, it is important for bond investors 
to remember that they invest in bonds to achieve a variety of objectives. Primarily among these objectives 
for many bond investors is the generation of attractive levels of income or yield. A negative total return for 
any given month does not change the original price an investor has paid for a bond, and it doesn’t change 
the yield to maturity (or call) one has captured over the life of that bond. Capturing attractive yields beyond 
the ordinary but within the context of overall safety and low interim volatility is a broadly stated objective for 
many bond investors. It remains a guiding light for how we approach the muni bond portfolios we manage. 
Periodic measurements of total return provide useful information on interim values and volatility. We suggest 
they be viewed in conjunction with all the measurements of bond satisfaction and all the objectives investors 
are trying to achieve.  

In these volatile times, we continue to believe in the long-term effectiveness of seeking to capture value 
and spread at various points of the short/intermediate yield curve and at various points in the interest rate 
cycle. Tracking every 2025 tax-exempt muni bond purchase we have made for our clients in our 
intermediate muni bond strategy through 4/7/2025, we have captured an average yield to call of 91 basis 
points and an average yield to maturity of 103 basis points above similar maturity, standard high-grade 
triple A muni bond scales.  All bond purchases were investment grade rated with maturities of 15 years and 
under, an average rating of single A, an average maturity of 8 years, and an average call of 3 years. 

By early April, municipal bond yields in the intermediate maturity range declined sharply to erase some of 
the recent March increase. Currently, single A-rated municipal bonds in the attractive 10 to 15-year range 
offer yields of 3.80% to 4.25% tax-free, or a 6.03% to 6.75% taxable equivalent yield for top tax bracket 
investors. We continue, as always, to use careful judgment on the pace at which we invest cash. We remain 
committed to our dogged and judicious search for value in the investment grade, intermediate maturity 
space of the municipal bond market.  

 

Tom Dalpiaz, Portfolio Manager – Municipal Bonds 
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Who We Are 

 

Our Independence Prioritizes the Client 

Seelaus Asset Management, LLC is a private, women-owned investment manager providing 
expertise in active fixed income and equity portfolio management and designing customized 

investment strategies. 

Our Vision 

To be a best-in-class asset manager that leads with value in a client driven, partnership model. 

Our Values 

•  Innovative        • Impactful 
• Diverse Perspective     • Authentic 

 

Our Mission 

To be an agent for change in the finance industry by demonstrating a straight line between the 
support we receive as a women-owned firm and the support we provide to women in the 

industry and in the community. 

 

 

 

 

To learn more about our investment offerings, please call 212-935-0755, email 
ir@seelausam.com or visit https://www.rseelaus.com/asset-management/ 
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Seelaus Asset Management, LLC (the “Investment Manager”) is a privately held U.S. Securities and 
Exchange Commission registered investment advisor that specializes in fixed income and equities portfolio 
management and tactical asset allocation investment strategies for private clients, financial advisors, 
insurance companies, pension plans, and other institutional investors. Registration does not imply a certain 
level of skill or training. The Investment Manager is a subsidiary of R. Seelaus & Co., Inc. More information 
about Seelaus Asset Management, LLC can be found in its Form ADV, which is available upon request or 
on the company website found at www.rseelaus.com. 

The information contained herein is not, and may not be relied on in any manner as, legal, tax or investment 
advice or as an offer to sell or a solicitation of an offer to buy an interest in investment vehicles sponsored 
or managed by the Investment Manager. 

Past performance is not indicative of future results. There is no guarantee that any specific outcome 
will be achieved. Investments may be speculative, illiquid and there is a risk of loss. 

The opinions expressed herein are those of the Seelaus Asset Management, LLC Investment Team. The 
opinions referenced are current as of the date of publication and are subject to change at any time as a 
result of changes in market or economic conditions or other variables used to create this report including 
but not limited to any estimates, targets, analysis, and assumptions. Certain information contained in this 
presentation constitutes “forward-looking statements,” which can be identified by the use of forward-looking 
terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “target,” “project,” “estimate,” “intend,” 
“continue” or “believe,” or the negatives thereof or other variations thereon or comparable terminology. Due 
to various risks and uncertainties, actual events or results or the actual performance of the Fund or other 
investment vehicles sponsored or managed by the Investment Manager may differ materially from those 
reflected or contemplated in such forward-looking statements. Nothing contained herein may be relied upon 
as a guarantee, promise, assurance, or a representation as to the future. 

Certain transactions give rise to substantial risk and are not suitable for all investors. This material is 
furnished for informational purposes only. 


