
Keep more of what you earn 
Tax-adjusted income may make municipal bonds 
attractive in today’s market

Over the last 18 months, yields have adjusted dramatically higher due to selling 
pressure in the municipal bond market against the backdrop of rising interest rates. 
We think current high municipal yields may offer an attractive entry point for 
investors seeking tax-adjusted income. 

The value proposition for municipal bonds appears notably more attractive when 
considering the taxable-equivalent yield. For example, at the top tax bracket, a 
30-year AA-rated New York municipal bond’s taxable-equivalent yield is 6.52%, but at 
the 22% tax bracket (not shown in the chart), that taxable-equivalent yield would still 
be an attractive 4.95%.

Taxable-equivalent yield on a municipal bond versus taxable alternatives 
for top US income tax bracket

As of May 31, 2023
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* Taxable equivalent yield. The top Federal Income Tax Bracket of 37% plus 3.8% Medicare tax were used to 
calculate the taxable equivalent yield of the bond. The blue bar represents the difference between the yield of the 
bond (green bar) and the taxable equivalent yield.
Source: Municipal Market Data (MMD)/Bloomberg, as of May 31, 2023.
Chart is for illustrative purposes only.

What this means 
for investors

Municipal bond yields remain at 
elevated levels after the most 
recent Fed rate hike in May 
2023. Given this environment, 
we think municipal bonds 
appear more attractive versus 
other fixed income options, 
even before applying the tax 
benefits. 

Exploring investment 
opportunities in municipal 
bonds may make sense for 
today’s income investors, not 
just those in the highest tax 
brackets. 
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Investing involves risk, including the possible loss  Investing involves risk, including the possible loss  
of principal.of principal.
Past performance does not guarantee future results.Past performance does not guarantee future results.
Nothing presented should be construed as a 
recommendation to purchase or sell any security or 
follow any investment technique or strategy.
The views expressed represent the investment 
team’s assessment of the market environment 
as of June 2022, and should not be considered a 
recommendation to buy, hold, or sell any security, 
and should not be relied on as research or investment 
advice. Views are subject to change without notice.
Market risk is the risk that all or a majority of the 
securities in a certain market – like the stock market 
or bond market – will decline in value because 
of factors such as adverse political or economic 
conditions, future expectations, investor confidence, 
or heavy institutional selling.
Fixed income securities and bond funds can lose 
value, and investors can lose principal as interest 
rates rise. They also may be affected by economic 
conditions that hinder an issuer’s ability to make 
interest and principal payments on its debt. This 
includes prepayment risk, the risk that the principal 
of a bond that is held by a portfolio will be prepaid 
prior to maturity at the time when interest rates are 
lower than what the bond was paying. A portfolio 
may then have to reinvest that money at a lower 
interest rate.
Investments may not receive payment of principal, 

interest, and other amounts due in connection with 
bank loans and other direct indebtedness because 
they primarily depend on the financial conditions of 
the borrower and lending institution.
Taxable-equivalent yield is the return that is required 
on a taxable investment to make it equal to the 
return on a tax-exempt investment.
Recipients should not construe the contents of 
this presentation as tax advice. Macquarie Asset 
Management is not in the business of providing tax 
services.
Charts shown throughout are for illustrative purposes 
only and not meant to predict actual results. 
Chart is for illustrative purposes and is not 
representative of the performance of any specific 
investment.
Macquarie Asset Management (MAM) is the asset 
management division of Macquarie Group. MAM is a 
full-service asset manager offering a diverse range of 
products across public and private markets including 
fixed income, equities, multi-asset solutions, private 
credit, infrastructure, renewables, natural assets, real 
estate, and asset finance. The Public Investments 
business is a part of MAM which includes investment 
products and advisory services distributed and 
offered by and referred through affiliates which 
include Delaware Distributors, L.P.Delaware Distributors, L.P., a registered 
broker/dealer and member of the Financial Industry 
Regulatory Authority (FINRA), and Macquarie 
Investment Management Business Trust (MIMBT), a 

Securities and Exchange Commission (SEC)-registered 
investment advisor. Investment advisory services 
are provided by a series of MIMBT. Macquarie 
Group refers to Macquarie Group Limited and its 
subsidiaries and affiliates worldwide. Delaware Funds 
by Macquarie refers to certain investment solutions 
that MAM Public Investments distributes, offers, 
refers, or advises.
Other than Macquarie Bank Limited ABN 46 008 Other than Macquarie Bank Limited ABN 46 008 
583 542 (“Macquarie Bank”), any Macquarie Group 583 542 (“Macquarie Bank”), any Macquarie Group 
entity noted in this document is not an authorised entity noted in this document is not an authorised 
deposit-taking institution for the purposes of the deposit-taking institution for the purposes of the 
Banking Act 1959 (Commonwealth of Australia). Banking Act 1959 (Commonwealth of Australia). 
The obligations of these other Macquarie Group The obligations of these other Macquarie Group 
entities do not represent deposits or other liabilities entities do not represent deposits or other liabilities 
of Macquarie Bank. Macquarie Bank does not of Macquarie Bank. Macquarie Bank does not 
guarantee or otherwise provide assurance in respect guarantee or otherwise provide assurance in respect 
of the obligations of these other Macquarie Group of the obligations of these other Macquarie Group 
entities. In addition, if this document relates to an entities. In addition, if this document relates to an 
investment, (a) the investor is subject to investment investment, (a) the investor is subject to investment 
risk including possible delays in repayment and risk including possible delays in repayment and 
loss of income and principal invested and (b) none loss of income and principal invested and (b) none 
of Macquarie Bank or any other Macquarie Group of Macquarie Bank or any other Macquarie Group 
entity guarantees any particular rate of return on entity guarantees any particular rate of return on 
or the performance of the investment, nor do they or the performance of the investment, nor do they 
guarantee repayment of capital in respect of the guarantee repayment of capital in respect of the 
investment. investment. 
All third-party marks cited are the property of their 
respective owners.
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FL-COTM-TEY  2906  (2257300-06/23)

For more information, call us at 877 693-3546  
or visit our website at delawarefunds.com


