Bond Case Briefs

Municipal Finance Law Since 1971

Summer Seasonal Technicals in Municipal Bonds: A Reliable
Tailwind?

Municipal bonds often see a seasonal lift during the summer months. This pattern, known as
summer technicals, stems from a straightforward supply and demand imbalance that tends to favor
bond prices. Over the past ten years, the summer months (May through July) have generally been
positive months for the Bloomberg Municipal Bond Index, with monthly returns averaging +0.83%,
+0.43%, and +0.82%, respectively.

In simple terms, summer brings lighter new issuance as many state and local governments, along
with underwriters, slow their activity during vacation periods. At the same time, investors receive a
wave of cash from coupon payments, maturing bonds, and redemptions. Much of that money gets
reinvested back into the muni market. With fewer new bonds hitting the market and steady buying
interest, the technical picture improves. This dynamic has shown up repeatedly over the years and
can help offset broader rate volatility or support total returns even when macro conditions are
mixed.

The pattern persists because it is rooted in predictable calendar-driven behavior rather than fleeting
market sentiment. Issuers follow fiscal year cycles that often create mid-year cash flows around July
1. Reinvestment demand spikes as a result. Data from CreditSights outlines this year’s expected
muni bond redemption schedule and shows June through August with the largest scheduled amount
of maturing and/or called bonds. This organic demand helps support prices.

Continue reading.
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