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Municipal bonds have been struggling to find steady ground as the COVID-19 pandemic continues to 
unfold. March 9th to March 24th was easily the most unusual and volatile period muni bonds have 
experienced in recent years. We can roughly segment the current year into three distinct groups as 
it relates to municipal bond volatility – January 2nd to March 8th, March 9th to 24th and March 25th 
to present – referred to as ‘Before’, ‘During’ and ‘After’ for the rest of this write-up. It is important to 
remember that all three timeframes represent different numbers of trading days.

TRADE ACTIVITY SUMMARY

In all three timeframes, investment grade bonds trade most often, and exhibit the lowest Average 
Spread to the BondWave Municipal AA QCurve of all rating categories. By March 24th, the daily number 
of investment grade trades had increased to more than three 
times the number on March 6th. However, as of April 22nd, with 
30,203 investment grade trades, activity has reverted to levels 
near those seen in the Before period. 

Imagine that
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On the other hand, spreads to the BondWave Municipal AA QCurve seem to have remained elevated as 
can be observed from the topmost section of the graph above. Investment grade spreads started off 
the year (January 2nd, 2020) at 31 bps and have risen steadily to 79 bps as of April 22nd, 2020. Non-
investment grade bond spreads are at 230 bps as of April 22nd, nearly double the spreads seen on 
January 2nd (122 bps). 

THE DRIVING FORCE BEHIND SPREAD MOVEMENT
To find the driving force behind the rise in spreads, we sliced municipal trade data by sectors. Our data 
shows that while spreads have risen across all sectors since March 9th, transportation bonds have 
categorically migrated from a group of sectors considered relatively safe (Education, Power, State/Local, 
Water) to a group that is considered inherently riskier (Healthcare/Hospitals and Housing). This was 
particularly evident in investment grade bonds as represented in the graph below. The top half of this 
graph plots Average Spread to the BondWave Municipal AA QCurve (in bps) and the bottom half provides 
the depth of underlying data as measured by the number of trades. 

Transportation bonds’ spreads began to increase around March 9th from 27 bps and reached their peak 
so far at 112 bps on April 3rd. After trading in line with Education, Power, State/Local and Water bonds 
in the early part of the year, transportation bonds are now trading at spreads similar to those of Housing 
and Healthcare/Hospital bonds. 
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But however true and significant this is, healthcare and hospital bonds were also the first responders in 
a volatile market. In a pandemic scenario this should not come as a surprise. We can see this clearly by 
separating Healthcare/Hospitals from Housing in the graph below. Spreads of healthcare and hospital 
bonds began rising around March 9th. The average spread for these bonds went from 47 bps on March 
9th to its highest point so far at 120 bps on March 27th. It is only in our After period that spreads in the 
other risky sectors catch up with healthcare and hospital bonds.

To learn more, please visit www.bondwave.com, 
email info@bondwave.com 

or call 877.795.2929
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ABOUT BONDWAVE LLC

Founded in 2001, BondWave is a financial technology company specializing in fixed income solutions. We serve a wide range of 
customers, from small independent RIAs to some of the largest broker-dealers and custody providers in the financial services 
industry. Traders, portfolio and asset managers, advisors and compliance professionals use our tools to provide a superior 
fixed income experience to their clients while supporting critical compliance mandates. 

EffiTM, our Engine for Fixed Income, is the single platform through which we deliver all our solutions, including analytics and 
reporting, monitoring, trade opportunity mining, proposal generation, mark-up disclosure and oversight, best execution tools, 
and transaction cost analysis (TCA). BondWave leverages advanced data science and technologies to develop proprietary 
data that fuels our innovative solutions.  We are agnostic to the liquidity pool or execution venue, so we can provide unbiased 
analytics that help our clients find the best bonds for their customers. 

This material has been prepared by BondWave LLC (BondWave) and reflects the current opinion of the authors. It is based on sources and 
data believed to be accurate and reliable but has not been independently verified by BondWave. Opinions and forward looking statements 
are subject to change without notice. The material does not constitute a research report or advice and any securities referenced are for 
illustrative purposes only and not a recommendation to buy or sell any security.
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