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            All Muni Bonds Are Not Created Equal


            
                The city of Detroit emerged from bankruptcy in 2014. Still, its previous inability to pay investors left some questioning their long-held assumption about the relative safety of municipal bonds. Without question, in the wake of Detroit’s troubles, gaining a better understanding of municipal bonds makes more sense than ever.1
At their most basic level, there are two types of municipal bonds:2
	General obligation bonds, which are a promise by the issuer to levy taxes sufficient to make full and timely payments to investors.
	Revenue bonds, which are bonds whose interest and principal are backed by the revenues of the project that the bonds are funding.

 
Types of Risk
Both general obligation and revenue bonds share certain investment risks, including, but not limited to, market risk (the risk that prices will fluctuate), credit risk (the possibility that the issuer will not be able to make payments), liquidity risk (muni markets may be illiquid and result in depressed sales prices), and inflation risk (the risk that inflation may erode the purchasing power of principal and interest payments). They also may share call risk, the risk that a bond may be redeemed prior to maturity.
Revenue bonds are considered riskier than general obligation bonds since they are only obligated to make repayments to the extent that the project funded by the bond generates the necessary revenue to meet payment obligations.
Managing Risk
Investors seeking to manage their risk may want to consider investing in general obligation bonds with investment-grade ratings.
Bonds used to support essential services, such as water or sewage, are also considered less risky. These services are normally unaffected by economic conditions that may impact other revenue bonds, such as private activity munis, which fund projects by private businesses and other nongovernmental borrowers.
Because the financial health of any one municipality cannot be guaranteed, diversification may help counter some of the risk involved.3
Since municipal bonds generally are sold in increments of $5,000 and may be subject to disadvantageous pricing for smaller investors, many individuals look to mutual funds to manage their municipal bond portfolio, since they offer the diversification, research, analysis, and buying power that most individuals can’t match.4
Mutual funds are sold only by prospectus. Please consider the charges, risks, expenses, and investment objectives carefully before investing. A prospectus containing this and other information about the investment company can be obtained from your financial professional. Read it carefully before you invest or send money.
1. Wikipedia.org, 2024
2. SEC.gov, 2024. A municipal bond issuer may be unable to make interest or principal payments, which may lead to the issuer defaulting on the bond. If this occurs, the municipal bond may have little or no value.
3. Municipal bonds are free of federal income tax. Municipal bonds also may be free of state and local income taxes for investors who live in the area where the bond was issued. If a bondholder purchases shares of a municipal bond fund that invests in bonds issued by other states, the bondholder may have to pay income taxes. It’s possible that the interest on certain municipal bonds may be determined to be taxable after purchase.
4. Diversification is an approach to help manage investment risk. It does not eliminate the risk of loss if municipal bond prices decline.
The content is developed from sources believed to be providing accurate information. The information in this material is not intended as tax or legal advice. It may not be used for the purpose of avoiding any federal tax penalties. Please consult legal or tax professionals for specific information regarding your individual situation. This material was developed and produced by FMG Suite to provide information on a topic that may be of interest. FMG Suite is not affiliated with the named broker-dealer, state- or SEC-registered investment advisory firm. The opinions expressed and material provided are for general information, and should not be considered a solicitation for the purchase or sale of any security. Copyright  FMG Suite.
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            What Is My Life Expectancy?

            Estimate how many years you may need retirement assets or how long to provide income to a surviving spouse or children.
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            Federal Income Tax

            Use this calculator to estimate your income tax liability along with average and marginal tax rates.
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            The ABC’s of Auto Insurance

            What kind of auto insurance should you have? Do you know?
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                                 Pettus & Dawkins Financial Group

                                Office: 844.245.7334

                                Fax: 844.205.7334

                                


                                
                                    6927 NW 3rd Avenue
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                                Check the background of your financial professional on FINRA's BrokerCheck.

                            

The content is developed from sources believed to be providing accurate information. 
        The information in this material is not intended as tax or legal advice. Please consult legal or tax professionals 
        for specific information regarding your individual situation. Some of this material was developed and produced by 
        FMG Suite to provide information on a topic that may be of interest. FMG Suite is not affiliated with the named 
        representative, broker - dealer, state - or SEC - registered investment advisory firm. The opinions expressed and 
        material provided are for general information, and should not be considered a solicitation for the purchase or 
        sale of any security.


    We take protecting your data and privacy very seriously. As of January 1, 2020 the California Consumer Privacy Act (CCPA) suggests the following link as an extra measure to safeguard your data: Do not sell my personal information.
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