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Funnel Cakes, Carnival Rides, and Municipal Bonds

The market volatility following “Liberation Day” drove municipal yields to levels not seen since
the Global Financial Crisis, presenting real opportunities for investors.
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Key takeaways

e Nicholos Venditti, head of Municipal Fixed Income, explains the opportunities that recent
roller-coaster-like market volatility has provided for municipal bond investors.

e In previous periods when U.S. municipal bonds experienced 3% or larger weekly price
declines, they were met with a rapid increase in yields available to investors.

Funnel cakes. Also, nachos. And, to be honest, how do you pass up the soft-serve ice cream? As
a 10-year-old, | lived for the Colorado State Fair and all the treats that filled the boardwalk. That
summer, though, | had a different mission: Conquer The Ring of Fire. The upside-down roller-
coaster that terrified and captivated me for as long as | could remember.

The outcome? Less triumphant. Most of the carnival food made a dramatic and unfortunate exit
(details best left to the imagination). Like any 10-year-old, | rallied quickly. | didn't view the
experience as a disaster, but as an opportunity to replenish what | lost with another funnel cake.
This time with extra powdered sugar.

The Ring of Fire was the wildest ride I'd experienced—until “Liberation Day” on April 2 sent fixed
income markets into a tailspin.

The market volatility drove municipal yields to levels we haven’t seen since the Global Financial
Crisis. Just like a heavily sugared funnel cake after a terrifying roller-coaster, yields at these
levels present real opportunities for investors. The chart below shows four previous entry points
into the municipal market with roughly comparable yields to the current market’s. The table
following the chart shows the subsequent five-year annualized returns following each of those
entry points.



YIELD TO WORST
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FUTURE RETURNS FOLLOWING ENTRY POINTS

Date 16-0Oct-08 13-Jan-11 05-Sep-13 01-Dec-16 15-Apr-25

YTW (%) 5.45 4.05 3.43 2.84 4.17

5-year annualized return from date 717 5.97 4.18 4.47 TBD

Sources: Allspring and Bloomberg Finance L.P,, 04-Jan-08 through 18-Apr-25

YTW = yield to worst (the worst possible yield for a bond without the issuer of the bond going into default)
Past performance does not indicate future results,

These compelling returns are even more so when you recognize they’re not adjusted for the tax
benefit that municipal bonds can provide. For investors in the upper tax brackets, the potential
to flirt with equity-like returns for muni-like risks is a possibility.

Opportunities like this don’t come around often. The chart below takes a historical look at
periods when the Bloomberg_Municipal Bond Index experienced a 3% or larger weekly decline.
The corresponding price declines were met with a rapid increase in yields available to investors.
Those vyields (currently 4.29%, or a tax-adjusted 7.24% based on a 40.8% tax bracket) could
potentially create a very interesting forward-looking return profile.

If there were ever a time for more funnel cake—oops, | mean municipal bonds—that time may
be now.


https://www.allspringglobal.com/resources/index-definitions/
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The shaded regions above cover weekly price declines of 3% or more plus four weeks before and four weeks after each event date.
The charts below show the impact on yields—where the price hits its low point—during each of those periods.
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Sources: Allspring and Bloomberg Finance L.P.,, 04-Jan-08 through 18-Apr-25
Past performance does not indicate future results.

This material is provided for informational purposes only and is intended for retail public
distribution in the United States. Use outside the United States is for professional/qualified
investors only.
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This content and the information within do not constitute an offer or solicitation in any
jurisdiction where or to any person to whom it would be unauthorized or unlawful to do so. It
should not be considered investment advice, an investment recommendation, or investment
research in any jurisdiction.

INVESTMENT RISKS: All investments contain risk. Your capital may be at risk. The value, price,
or income of investments or financial instruments can fall as well as rise and is not
guaranteed. You may not get back the amount originally invested. Past performance is not a
guarantee or reliable indicator of future results. Returns may increase or decrease as a result
of currency fluctuations.

Allspring Global Investments™ (Allspring) is the trade name for the asset management firms
of Allspring Global Investments Holdings, LLC, a holding company indirectly owned by



certain private funds of GTCR LLC and Reverence Capital Partners, L.P. These firms include
but are not limited to Allspring Global Investments Luxembourg, S.A.; Allspring Funds
Management, LLC; Allspring Global Investments, LLC; Allspring Global Investments (UK) Ltd.;
Allspring Global Investments (Singapore) Pte. Ltd.; Allspring Global Investments (Hong Kong)
Ltd.; Allspring Global Investments (Japan) Ltd.; and Galliard Capital Management, LLC.

Unless otherwise stated, Allspring is the source of all data (which is current or as of the date
stated). Content is provided for informational purposes only. Views, opinions, assumptions, or
estimates are not necessarily those of Allspring or its affiliates, and there is no representation
regarding their adequacy, accuracy, or completeness. They should not be relied upon and
may be subject to change without notice.
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