Bond Case Briefs

Municipal Finance Law Since 1971

What Happens if Muni Bonds Stop Being Tax-Free?

The 2017 Tax Cuts and Jobs Act was a wake-up call, one analyst says

For decades, everything from sewer systems to schools to stadiums have been built by debt issued
by state and local governments. Municipal bonds are a mainstay of the American economy: They
level the playing field between tiny towns and massive state economies, letting every issuer reach
investors who want a steady stream of income that’s also tax-free.

But what if tax-free bonds stopped being tax-free?

One analyst thinks the market should be more prepared for such a shift. “I don’t see an immediate
threat,” said Tom Kozlik, head of municipal research at HilltopSecurities, in an interview with
MarketWatch. But in an era where deficit reduction may start to resonate more for lawmakers even
as low taxes reign supreme, Kozlik says the muni market needs to be vigilant.

Continue reading.
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