
Chart of the Month
School is just around the corner. So, we thought what could be better to help get 
the brain waves fired up than a quick revisit to what was surely everyone’s favorite 
subject, Economics 101! One of the key concepts in basic economics is how prices 
can change from dynamics regarding supply and demand. Simply, if there is more 
supply than what people demand, prices will fall. The opposite is true when there is 
more demand than supply, prices rise (think of Taylor Swift’s Eras Tour tickets). 

Our chart this month highlights how this important supply and demand dynamic is 
having an impact on the Municipal Bond market so far in 2025. Not all areas of the 
Muni market have performed the same – shorter-term Munis (1-5 years) are up 2.8% 
while longer-term Munis (17-22 years) are down 3.8%. The bar chart shows how 
many new Muni bonds are being issued each month (relative to both 2023 and 
2024), and as is evident, the 2025 bars are much higher than prior years. The 
increase comes from shrinking federal stimulus funds and a pull-forward by issuers 
that had been fearing the removal of tax-exempt status; this is no longer an issue 
with passage of the One Big Beautiful Bill Act (OBBBA).

Well, Muni bond issuance is the same thing as supply in Econ 101. So, without a 
corresponding increase in appetite from investors demanding more Munis, that 
leads to declining prices. The top of our chart breaks this down for the di�erent 
parts of the Muni landscape, where income is consistent, but price changes are 
what have shaped the total return to be negative. As a bulk of new Muni issuance 
comes with maturities longer than 10-years, this is the area most impacted by the 
current market mismatch. 

In the world of bonds, the lack of demand to meet the surging supply results in 
higher yields. In viewing Bloomberg’s highest quality (AAA rated) Munis, yields 
on 20-year maturities have increased +0.73% this year1. That is a big move when 
compared to the 20-year US Treasury (+0.04% this year)2. So, while the total return 
for investors in longer-term Munis has likely been a source of frustration in 2025, a 
silver lining may be that any new dollars invested are set to earn higher yields going 
forward… and they are still tax-free.

The “One Big Beautiful Bill Act” (OBBBA) is comprehensive legislation that includes hundreds of provisions that will significantly reshape federal policy 
across a wide range of areas that impact everyday life, including taxation, immigration, food assistance, healthcare, and energy.

Visit 6meridian.com/OBBBA to learn more about the programs impacted once the law takes e�ect.
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YTD Return Source:  Bloomberg. Bloomberg Muni Short (1-5) TR Index and Bloomberg Muni 
(17-22) TR Index. Price + Income may not equal YTD Return due to rounding.

Muni Bond Issuance Source: Bloomberg. Excludes those with less than 13-months to maturity. 
As of 7/31/2025. % indicative of YoY Change from 2024.

1. BVAL Muni AAA Yield Curve (BVMB20T). Bloomberg, as of 7/31/25.
2. US Generic 20Yr Index (USGG20YR). Bloomberg, as of 7/31/25.
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