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Municipal Bond Market Overview
Tax-free municipal bond yields declined in the first quarter of 2023, as recession concerns began to temper longer-term 
expectations around interest rates and inflation. The 10-Year Bloomberg AAA yield declined 35 basis points, from 2.64% at year-
end to 2.29% on March 31, 2023. This decline largely mirrored the 31-basis point decline in the 10-Year U.S. Treasury bond yield, 
which declined from 3.87% to 3.56% over the same period.  
The decline in municipal bond yields helped the Bloomberg Quality Intermediate Municipal Bond Index post a return of 2.01% in 
Q1. This also marked the second consecutive quarterly decline in municipal bond yields. As a result, the overall municipal bond 
market has actually recovered to produce a positive total return for the trailing 12-month period ending March 31, 2023. The 
Bloomberg Municipal Bond Index, a broader measure of overall municipal bond market performance, eked out a 0.28% total 
return from March 31, 2022 to March 31, 2023.
Despite lower market yields during the first quarter this year, municipal bond issuance volume dropped sharply. Nationally, 
issuance from January-March 2023 declined 27%, to $75.5 billion from $103.5 billion issued in the first quarter last year. It also 
represented a modest acceleration in the slowdown of new issuance activity, as 2022 annual new issuance volume declined 20%.
The declining new issue volume trends that began at the end of 2021 have been offset by a surge in secondary market trading. 
In 2022, the overall number of trades rose by 66% from 2021, and 17% higher than the previous high reached in 2008 during the 
Credit Crisis. The total par value of fixed rate municipal securities traded in 2022 totaled $2.5 trillion, over 7 times the amount of 
new issue volume during the year. This was 40% above the $1.6 trillion in total par value traded in 2021. So far in the first quarter 
of 2023, average daily trading volume in the municipal bond market increase 6.5% compared to the first quarter of 2022. This 
secondary market environment can be advantageous to the active portfolio efforts that professional municipal bond mutual fund 
managers seek to exploit on behalf of their shareholders.

Utah Municipal Bond Market and Economy
The supply of municipal bonds has declined considerably in the State of Utah. New municipal bond issuance in Utah was $655 
million in the first quarter of 2023, down from $753 million in Q1 2022. The largest local issuer of municipal bonds this past 
quarter was the University of Utah, with a total of $154 million of new issue bonds. Next were two school districts, Weber School 
District and Davis School District, each issuing over a $100 million in new issue bonds to help fund local municipal projects. Two 
other school districts issued new bonds during the first quarter, totaling $178 million, for costs overruns on the construction of 
local schools. 
Utah’s growing economy, along with continued inflationary pressures, are making it hard for school districts to properly budget 
the future costs of their school building needs. In terms of local corporate expansion, Texas Intruments recently announced an 
$11 billion investment in its computer chip factory in Lehi, Utah. Also, the State provided preliminary approval of a 3,000-unit 
housing and mixed development at the old prison site. Both of these developments should keep pressure on construction costs 
throughout this year and into 2024.

Fund Outlook and Strategy
The Federal Reserve has continued to raise the federal funds rate (the interest rate that banks charge each other to borrow 
or lend excess reserves overnight) as part of its monetary policy to help manage interest rates and economic growth. This has 
caused the municipal bond yield curve to invert in such a manner not seen before in the municipal bond market. This unusually-
shaped yield curve has resulted in added yield in the front of the curve, followed by lower intermediate-term yields, and then 
higher long-term yields. 
Navigating such unusual market conditions requires careful but confident management of the Fund. We will continue take 
advantage of available market opportunities, as consistent with our high-quality, intermediate-term focus. We continue to believe 
that active management of the high-quality, intermediate-term sector of the municipal bond market assists with optimizing risk-
adjusted total returns—that is, seeking to maximize a high level of current tax-free income and mitigate interest rate volatility and 
other investment-related risks. With an average maturity of 9.54 years and an effective duration of 4.53 years as of 
March 31, 2023, we believe the Fund is well-positioned for current market conditions heading into the second quarter of 2023. 
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Fund Facts as of 3/31/2023

INCEPTION DATE
7/24/1992

TOTAL INVESTMENTS
$328.4M

NUMBER OF HOLDINGS
 327

LEAD PORTFOLIO MANAGER
JAMES THOMPSON

This information is general in nature and is not intended to provide investment, accounting, tax or legal advice. It is not intended to represent a recommendation or 
solicitation related to any particular investment, security or industry sector. The opinions shared are those of the portfolio manager and do not necessarily reflect 
those of the Investment Adviser of the Fund.
Information regarding holdings is subject to change and is not necessarily representative of the entire portfolio. A complete list of the Fund’s current holdings, 
including percentage allocation, is available on our website and by contacting Aquila Group of Funds. 
Independent rating services (such as Standard & Poor’s, Moody’s and Fitch) assign ratings, which generally range from AAA (highest) to D (lowest), to indicate the 
credit worthiness of the underlying bonds in the portfolio. Where the independent rating services differ in the rating they assign to an issue, or do not provide a rat-
ing for an issue, the highest available rating is used in calculating allocations by rating. 
Municipal/Treasury Ratio compares the rates of municipal bonds with those of U.S. Treasury bonds in percentage terms.
A credit spread or a yield spread is the difference between the quoted rates of return on two different investments, usually of different credit qualities but similar 
maturities. 
Modified and effective duration both measure the value of a security in response to a change in interest rates. Effective duration also takes into account the effect of 
embedded options.
The Bloomberg Quality Intermediate Municipal Bond Index tracks the performance of municipal bonds issued after December 31, 1990 with remaining maturities 
between 2 and 12 years and at least $5 million in principal outstanding. The Bloomberg 10-Year Municipal Bond Index is an unmanaged index composed of a broad 
range of investment-grade municipal bonds with maturity dates of approximately 10 years. The Bloomberg Municipal Bond Index measures the performance of the 
U.S. municipal bond market and covers four main sectors: state and local general obligation bonds, revenue bonds, insured bonds, and pre-refunded bonds. Indices 
are unmanaged and are not available for direct investment. Past performance does not guarantee future results.
BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). Bloomberg or Bloomberg’s licensors own all 
proprietary rights in the Bloomberg Indices. Bloomberg does not approve or endorse this material or guarantee the accuracy of completeness of any information 
herein, nor does Bloomberg make any warranty, express or implied, as to the results to be obtained therefrom, and, to the maximum extent allowed by law, Bloom-
berg shall not have any liability or responsibility for injury or damages arising in connection therewith. 
Mutual fund investing involves risk; loss of principal is possible. Investments in bonds may decline in value due to rising interest rates, a real or perceived decline in 
credit quality of the issuer, borrower, counterparty, or collateral, adverse tax or legislative changes, court decisions, market or economic conditions. State-specific 
fund performance could be more volatile than that of funds with greater geographic diversification. 

Before investing in the Fund, carefully read about and consider the investment objectives, risks, charges, expenses and other information found in the Fund 
prospectus. The prospectus is available from your financial professional, and when you call 800-437-1020 or visit www.aquilafunds.com.

 For specific information about fund characteristics, holdings and performance, please see the Fund Fact Sheet on our website at
www.aquilafunds.com.

https://aquilafunds.com/
https://aquilafunds.com/wp-content/uploads/2013/09/UT-Fact-Sheet-1.pdf

