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Municipal Market Snapshot

Municipal vs. Corporate Bonds Comparison

Null Municipal 
Securities

Corporate 
Securities

Market Size $4.4 Trillion $11.0 Trillion

No. of Securities ~1,000,000 ~60,000

Daily Trading Volume $13.2 Billion $68.1 Billion

New Issue Volume $582.0 Billion $2.2 Trillion

Default Rates 0.1% 2-4%
Development, 

2%
Education, 26%

Electric Power, 
6%

Environmental 
Facilities, 1%

Health Care, 8%

Housing, 8%

Public Facilities, 
2% Transportation, 

13%

Utilities, 11%

General 
Purpose, 23%

Municipal Issuance by Sector
(CY 2025)

Sources: MSRB Federal Reserve, SIFMA, Refinitiv, and Moody’s ("US Municipal Bond Defaults and 
Recoveries, 1970–2024," August 2025; Moody's Investors Service, Annual Default Study, 2025).
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Municipal Market Timeline – 1800’s & 1900’s
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The 2000’s – Financial Crisis and ARRA
Column 1 Column 2

Consolidation/Elimination of 
Banks

• Bear Stearns and Lehman 
Brothers

Reduction of Monoline Bond 
Insurers

• FGIC, FSA, MBIA and Ambac

Reduction of Variable Rate 
Debt and Derivatives

• Auction Rate Securities and 
Interest Rate Swaps

Financial Crisis (2007-2008)

Column 1 Column 2

Build America Bonds (BABs) 
and Other Tax Credit Bonds

• Taxable bonds with direct pay 
federal subsidy to issuers

• Average annual taxable 
issuances in 2009 and 2010 
increased by more than 4-fold 
vs. the years just prior to ARRA

AMT Exemption • Temporarily eliminates AMT on 
private activity and 
governmental bonds

American Recovery and Reinvestment Act (2009)

Uninsured vs. Insured Bonds(1)

Uninsured, 92%

Insured, 8%
2025

Insured, 
50%

Uninsured, 
50%

2006

Fixed Rate vs. Variable Rate Bonds(1)

Fixed, 74.6%

Variable, 25.4%
2006

Fixed, 89.5%

Variable , 
10.5%

2025

(1) Percentage based on par volume
Source: LSEG
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The 2010’s – Tax Reform
• In 2025, One Big Beautiful Bill Act maintained many provisions of TCJA and implemented other tax changes

Tax Cuts and Jobs Act of 2017 (TCJA)

Individual Tax Rates • 7-brackets but with lower rates (0%-
37%)

• Kept AMT but at higher income 
threshold

Corporate Tax Rates • Reduced “C” corporations tax rate 
from 35% to 21%

State and Local Taxes • Capped deduction of state and local 
property taxes up to $10,000

Advance Refunding Bonds • Eliminated tax-exempt advance 
refundings

Tax Credit Bonds • Eliminated tax credit and direct pay 
bonds

Refunding 
vs. New 
Money 
Bonds(1)

Refunding, 
56%

New Money, 
44%

2017

Refunding, 
26%

New Money, 
74%

2025

Tax-
Exempt vs. 

Taxable 
Bonds(1)

Tax-Exempt, 
92%

Taxable, 8%
2017

Tax-Exempt, 
94%

Taxable, 6%
2025

(1) Percentage based on par volume.
Source: LSEG.
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More Regulation and Disclosure
• Rule 15c2-12 (1989)

• Response to Washington Public Power Supply

• Requires standards of disclosure for municipal bonds 
by underwriters

• Amendment of 15c2-12 (1995)
• Response to Orange County bankruptcy

• Requires continuing disclosure

• 15c2-12 New Disclosure (2019)
• Adds two new disclosure items

• SEC Enforcement Division Unit (2010)
• Dodd-Frank Act (2010)

• Expands MSRB’s mission and grants rulemaking authority 
over municipal advisors

• SEC Municipal Advisor Rule (2014)
• Establishes fiduciary duty on the municipal advisor
• Imposes restrictions on communications between non-

municipal advisor and municipal client

• Municipalities Continuing Disclosure Cooperation 
(MCDC) Initiative

• Focus on compliance of continuing disclosure 
undertakings
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Annual New Issuance Activity
• 2025 municipal issuance was another record year

• Combination of inflation and spend down of COVID-era funds has led to increased new money needs

• Muni-Treasury ratios highly influential on the issuance volume of taxable municipal bonds

Historical Municipal Bond Issuance and 10-Year ‘AAA’ MMD
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(1) Source: Refinitiv and LSEG. 
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Current Market Dynamics
‘AAA’ MMD Yield Curve

Source: Thomson Reuters and US Department of the Treasury as of 9/4/26.
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6.00%
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5-Year Historical MMD Range 
9/4/26 MMD
9/4/25 MMD

Current
9/4/26

Weekly
Change

3-Month
Change

6-Month 
Change

YTD 
Change

5-Year MMD 2.93% +0.13% +0.35% +0.68% +0.53%

10-Year MMD 3.47% +0.14% +0.52% +0.77% +0.69%

30-Year MMD 4.70% +0.15% +0.40% +0.44% +0.45%

5-Year UST 4.54% +0.06% +0.25% +0.82% +0.80%

10-Year UST 4.78% +0.05% +0.23% +0.63% +0.59%

30-Year UST 5.24% +0.02% +0.23% +0.47% +0.38%

5-Year MMD/UST 64.54% +2.04% +4.40% +4.05% +0.37%

10-Year MMD/UST 72.59% +2.19% +7.76% +7.53% +6.25%

30-Year MMD/UST 89.69% +2.53% +3.87% +0.39% +2.25%
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Municipal Bondholder Composition

• We continue to see a shift from traditional 
municipal bond holders (banks, insurance 
companies, etc.) towards Separately Managed 
Accounts (SMAs), mutual funds, and Exchange-
Traded Funds (ETFs)

• Households comprise approximately 47% of 
municipal bond holdings

• Decline in direct ownership and rapid growth of SMAs

• In recent years, ETFs have been one of the fastest 
growing segments of municipal bond holders, 
while holdings by banks and insurance companies 
have declined

Households 
(includes 

SMAs), 47%

Mutual Funds, 
19%

Banks and 
Credit Unions, 

8%
Insurance 

Companies, 8%

Money Market 
Funds, 3%

ETFs, 5%

Rest of the 
world, 3%

Close-end funds, 
2%

Other, 2%

State and Local 
Governments, 

1%

Municipal Bondholders Q1 2026

Source: Federal Reserve System, table F3.4s Municipal Securities. 
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Environmental, Social and Governance (ESG) 
-Labeled Bonds
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Single Family 
Housing, 19%

Multi Family 
Housing, 20%

Gas Forward, 
35%

Water & 
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Hospitals, 3%
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2026 YTD Issuance Trends
• As of mid-August 2026, new bond issuance stands at $374.4 billion (about 1% ahead of 2025’s record pace)

• $265.6 billion new money

• $53.6 billion refunding

• $55.4 billion mix (new money and refunding)

• Refundings have mainly comprised of tax-exempt current refundings and forward delivery refundings

• As rates trend higher, taxable advance refundings become less attractive

• Tender refundings continue to be one of the tools available to municipal issuers, but the structure is highly dependent on 
rates, muni-Taxable ratios, and investor participation (tender solicitations over $100 million in size have amounted to $15.8 
billion in 2026 YTD, down from 2025 ($34.2 billion), 2024 ($47.8 billion) and 2023 ($34.0 billion)

• Variable rate demand obligations and other short-term structures are once again a consideration for 
municipal issuers

• Negotiated bond offerings have gained traction over competitive bid financings over the past year as 
municipal issuers look for timing and structural flexibility due to increased market volatility 
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Other Market Trends
• Larger New Issuance Calendars

• Strong Market Technicals and Municipal Fund Inflows

• California Transactions Continue to Benefit from Trading Differentials

• Proactive Marketing of Transactions

• Return of Variable Rate Structures and Short-Term Products

• Growing Use of Artificial Intelligence

• Cybersecurity Incidents and Disclosure
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Disclaimer
WE ARE NOT YOUR MUNICIPAL ADVISOR OR FIDUCIARY. BofA Securities, Inc. (“BofA Securities”) is providing the information contained 

herein for discussion purposes only either as an underwriter or in anticipation of being engaged to serve as an underwriter.  BofA Securities 

is not acting as a “municipal advisor” within the meaning of Section 15B of the Securities Exchange Act of 1934, financial advisor or 

fiduciary to you or any other person.  The primary role of BofA Securities, as an underwriter, is to purchase securities with a view to 

distribution in an arm’s-length commercial transaction with you and BofA Securities has financial and other interests that differ from those 

of yours.  BofA Securities is acting for its own interests. You should discuss any information and material contained in this communication 

with any and all of your own internal or external municipal and/or financial, legal, accounting, tax and other advisors and experts, as 

applicable, to the extent you deem appropriate.
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Disclaimer
"Bank of America" and "BofA Securities" are the marketing names used by the Global Banking and Global Markets divisions of Bank of America Corporation. Lending, derivatives, other commercial banking activities, and trading in certain financial instruments are performed 
globally by banking affiliates of Bank of America Corporation, including Bank of America, N.A., Member FDIC. Trading in securities and financial instruments, and strategic advisory, and other investment banking activities, are performed globally by investment banking 
affiliates of Bank of America Corporation ("Investment Banking Affiliates"), including, in the United States, BofA Securities, Inc., which is a registered broker-dealer and Member of SIPC, and, in other jurisdictions, by locally registered entities. BofA Securities, Inc. is a 
registered futures commission merchant with the CFTC and a member of the NFA.

Investment products offered by Investment Banking Affiliates: Are Not FDIC Insured • May Lose Value • Are Not Bank Guaranteed.

These materials have been prepared by one or more subsidiaries of Bank of America Corporation for the client or potential client to whom such materials are directly addressed and delivered (the “Company”) in connection with an actual or potential mandate or 
engagement and may not be used or relied upon for any purpose other than as specifically contemplated by a written agreement with us. These materials are based on information provided by or on behalf of the Company and/or other potential transaction participants, 
from public sources or otherwise reviewed by us. We assume no responsibility for independent investigation or verification of such information (including, without limitation, data from third party suppliers) and have relied on such information being complete and accurate 
in all material respects. To the extent such information includes estimates and forecasts of future financial performance prepared by or reviewed with the managements of the Company and/or other potential transaction participants or obtained from public sources, we 
have assumed that such estimates and forecasts have been reasonably prepared on bases reflecting the best currently available estimates and judgments of such managements (or, with respect to estimates and forecasts obtained from public sources, represent reasonable 
estimates). No representation or warranty, express or implied, is made as to the accuracy or completeness of such information and nothing contained herein is, or shall be relied upon as, a representation, whether as to the past, the present or the future. These materials 
were designed for use by specific persons familiar with the business and affairs of the Company and are being furnished and should be considered only in connection with other information, oral or written, being provided by us in connection herewith. These materials are 
not intended to provide the sole basis for evaluating, and should not be considered a recommendation with respect to, any transaction or other matter. These materials are for informational purposes only and do not purport to contain all of the information that may be 
required to evaluate any transaction or other matter. These materials do not constitute an offer or solicitation to sell or purchase any securities and are not a commitment by Bank of America Corporation or any of its affiliates to provide or arrange any financing for any 
transaction or to purchase any security in connection therewith. These materials are for discussion purposes only and are subject to our review and assessment from a legal, compliance, accounting policy and risk perspective, as appropriate, following our discussion with the 
Company. We assume no obligation to update or otherwise revise these materials. These materials have not been prepared with a view toward public disclosure under applicable securities laws or otherwise, are intended for the benefit and use of the Company, and may 
not be reproduced, disseminated, quoted or referred to, in whole or in part, without our prior written consent. These materials may not reflect information known to other professionals in other business areas of Bank of America Corporation and its affiliates.

Bank of America Corporation and its affiliates (collectively, the “BAC Group”) comprise a full service securities firm and commercial bank engaged in securities, commodities and derivatives trading, foreign exchange and other brokerage activities, and principal investing as 
well as providing investment, corporate and private banking, asset and investment management, financing and strategic advisory services and other commercial services and products to a wide range of corporations, governments and individuals, domestically and offshore, 
from which conflicting interests or duties, or a perception thereof, may arise. In the ordinary course of these activities, parts of the BAC Group at any time may invest on a principal basis or manage funds that invest, make or hold long or short positions, finance positions or 
trade or otherwise effect transactions, for their own accounts or the accounts of customers, in debt, equity or other securities or financial instruments (including derivatives, bank loans or other obligations) of the Company, potential counterparties or any other company 
that may be involved in a transaction. Products and services that may be referenced in the accompanying materials may be provided through one or more affiliates of Bank of America Corporation. We have adopted policies and guidelines designed to preserve the 
independence of our research analysts. These policies prohibit employees from offering research coverage, a favorable research rating or a specific price target or offering to change a research rating or price target as consideration for or an inducement to obtain business or 
other compensation. We are required to obtain, verify and record certain information that identifies the Company, which information includes the name and address of the Company and other information that will allow us to identify the Company in accordance, as 
applicable, with the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)) and such other laws, rules and regulations as applicable within and outside the United States.

We do not provide legal, compliance, tax or accounting advice. Accordingly, any statements contained herein as to tax matters were neither written nor intended by us to be used and cannot be used by any taxpayer for the purpose of avoiding tax penalties that may be 
imposed on such taxpayer. If any person uses or refers to any such tax statement in promoting, marketing or recommending a partnership or other entity, investment plan or arrangement to any taxpayer, then the statement expressed herein is being delivered to support 
the promotion or marketing of the transaction or matter addressed and the recipient should seek advice based on its particular circumstances from an independent tax advisor. Notwithstanding anything that may appear herein or in other materials to the contrary, the 
Company shall be permitted to disclose the tax treatment and tax structure of a transaction (including any materials, opinions or analyses relating to such tax treatment or tax structure, but without disclosure of identifying information or, except to the extent relating to such 
tax structure or tax treatment, any nonpublic commercial or financial information) on and after the earliest to occur of the date of (i) public announcement of discussions relating to such transaction, (ii) public announcement of such transaction or (iii) execution of a 
definitive agreement (with or without conditions) to enter into such transaction; provided, however, that if such transaction is not consummated for any reason, the provisions of this sentence shall cease to apply.

© Bank of America Corporation.

14



Risk Disclosures – Fixed Rate Bonds(1)
Material Risk Consideration Description of Risk Potential Consequences

Issuer Default Risk Possibility that the Issuer defaults under the authorizing 
documents 

• Range of available remedies may be brought against 
Issuer (e.g., forcing Issuer to raise taxes or rates)

• Credit ratings negatively impacted
• Access to capital markets impaired
• Possibility of receivership or bankruptcy for certain 

issuers 

Redemption Risk The ability to redeem the bonds prior to maturity may be 
limited 

• Inability to refinance at lower interest rates 

Refinancing Risk Possibility that the bonds cannot be refinanced • Inability to refinance at lower interest rates 

Reinvestment Risk Possibility that the Issuer may be unable to invest unspent 
proceeds at or near the interest rate on the bonds 

• Negative arbitrage resulting in a higher cost of funds 

Tax Compliance Risk For tax-exempt bonds, possibility that failure to comply with 
tax-related covenants results in the bonds becoming taxable 
obligations 

• Increase in debt service costs retroactively to date of 
issuance

• Possible mandatory redemption of bonds affected
• Risk of IRS audit
• Difficulty in refinancing the bonds
• Access to tax-exempt market impacted
• Difficulty in issuing future tax-exempt debt 

(1) You should consult with your financial and/or municipal, legal, accounting, tax and other advisors, as applicable, to the extent you deem appropriate concerning such risks.
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Risk Disclosures – Forward Delivery Bonds(1)

Material Risk 
Consideration Description of Risk Potential Consequences

Risk of Inability to 
Satisfy Conditions for 
Delivery of Bonds

Possibility that conditions to closing cannot be met on 
delivery date (e.g., intervening changes in law 
(resulting in either a change in tax status or any other 
reason that would prevent counsel from delivering an 
opinion), material litigation filed, adverse change in 
rating on the bonds or an event of default or material 
adverse change occurs)

• Transaction cannot be consummated

Underwriter Default Risk Possibility that underwriter cannot perform on delivery 
date

• Transaction cannot be consummated

Fewer Potential 
Purchasers

Risk that the universe of potential investors may be 
limited to additional risks

• Pricing of the bonds and the amount of the 
forward delivery premium may be adversely 
affected

Availability of Better 
Alternatives

Possibility that it is more advantageous to wait and 
remarket or refinance outstanding bonds

• May not obtain the best economic result by 
proceeding with issuance of forward delivery 
bonds

(1) You should consult with your financial and/or municipal, legal, accounting, tax and other advisors, as applicable, to the extent you deem appropriate concerning such risks.
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Risk Disclosures – Tender & Exchange Offers(1)

Material Risk 
Consideration Description of Risk Potential Consequences

Uncertainty of 
Results

Uncertainty of results • Tender offer is not successfully 
consummated or the amount of bonds 
tendered may be less than expected

• May be required to increase price that is 
paid

Varying Impact on 
Bondholders

Bondholders may be impacted differently by the 
terms of the tender offer

• Holders of other bonds may be affected
• May impact results of tender offer

Alternatives May Be 
Better

Waiting to refinance or remarket may be 
economically advantageous

• Higher costs may be incurred
• May not obtain the best economic result

(1) You should consult with your financial and/or municipal, legal, accounting, tax and other advisors, as applicable, to the extent you deem appropriate concerning such risks.

17



Risk Disclosures – Variable Rate Demand Bonds(1)

Material Risk Consideration Description of Risk Potential Consequences

Issuer Default Risk Possibility that the interest rate may increase on an interest 
reset date 

• Increase in debt service costs (up to maximum rate)
• Lower debt service coverage ratios
• Lower cash reserves

Liquidity Risk Possibility that VRDOs cannot be successfully remarketed 
resulting in a draw under a liquidity facility or payment of 
funds if self-liquidity 

• Increase in debt service costs due to higher bank bond 
rate and accelerated principal repayment

• May be required to refinance or “term out” the VRDOs
• Inability to refinance or possibly higher interest rates
• Provide funds for tendered VRDOs if self-liquidity

Remarketing Agent Risk Possibility that the remarketing agent does not perform its 
duties in a satisfactory manner or may resign or cease its 
remarketing efforts

• Higher interest rates
• Difficulty remarketing or refinancing the VRDOs
• May have difficulty in appointment of a successor 

remarketing agent

Refinancing Risk Possibility that VRDOs cannot be refinanced • Inability to refinance or possibly higher interest rates

Liquidity Facility Renewal 
Risk 

Possibility that the liquidity facility will not be extended for a 
successive commitment period or not be replaced at a 
reasonable cost

• Issuer required to repay principal and accrued interest on 
tender date if Issuer is not able to refinance 

• Increase in debt service costs

(1) You should consult with your financial and/or municipal, legal, accounting, tax and other advisors, as applicable, to the extent you deem appropriate concerning such risks.
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Risk Disclosures – Variable Rate Demand Bonds(1)

Material Risk Consideration Description of Risk Potential Consequences

Liquidity Provider Default 
Risk 

Possibility that the liquidity provider defaults in its 
obligations under the liquidity facility or its ratings are 
reduced.

• Issuer required to repay principal and accrued interest if 
Issuer is not able to refinance

• Increase in debt service costs

Issuer Default Risk Possibility that the Issuer defaults under the authorizing 
documents or the liquidity agreement with the bank 
supporting the VRDOs

• Range of available remedies may be brought against 
Issuer (e.g., forcing Issuer to raise taxes or revenues)

• Credit ratings negatively impacted
• Default could impact remarketing which could cause 

increase in debt service costs
• Access to capital markets impaired
• Possibility of receivership or bankruptcy for certain 

issuers

Issuer Ratings Downgrade 
Risk

Possibility of a downgrade of the Issuer’s ratings • Ratings change could result in optional tenders or impact 
remarketing which could cause increase in debt service 
costs

• Higher liquidity facility fees resulting in higher cost of 
funds

Regulatory Risk Possibility that prospective regulatory requirements increase 
cost of obtaining and maintaining liquidity facility

• Increase in debt service costs
• Higher liquidity facility fees resulting in higher cost of 

funds
(1) You should consult with your financial and/or municipal, legal, accounting, tax and other advisors, as applicable, to the extent you deem appropriate concerning such risks.
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Risk Disclosures – Variable Rate Demand Bonds(1)

Material Risk Consideration Description of Risk Potential Consequences

Reinvestment Risk Possibility that the Issuer may be unable to invest unspent 
proceeds at or near the interest rate on the VRDOs

• Negative arbitrage resulting in higher cost of funds

Tax Compliance Risk For tax-exempt bonds, possibility that failure to comply with 
tax-related covenants result in the VRDOs becoming taxable 
obligations

• Increase in debt service costs retroactively to date of 
issuance

• Possible mandatory redemption of bonds affected
• Risk of IRS audit
• Difficulty in refinancing the VRDOs
• Access to tax-exempt market impacted
• Difficulty in issuing future tax-exempt debt

Money Market Reforms Possibility of further money market reform changes related to 
money market funds that invest in VRDOs

• Reduced market demand for VRDOs
• Higher interest rates
• Difficulty in remarketing the VRDOs
• Increased optional tenders due to investor changes and 

increased liquidity draws

(1) You should consult with your financial and/or municipal, legal, accounting, tax and other advisors, as applicable, to the extent you deem appropriate concerning such risks.
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QUESTIONS?

JACK TSANG
Director

BofA Securities, Inc.

HOLLY VOCAL
Managing Director
BofA Securities, Inc.
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