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Why we see a potential buying opportunity for munis 

Sources: Bloomberg and Wells Fargo Investment Institute. Data as of May 21, 2025. Municipal bond yield represented by the Index yield to worst of the Bloomberg Municipal Bond Index. An index is 
unmanaged and not available for direct investment. Past performance is no guarantee of future results. 

Yields on municipal bonds have spiked since early April and remain elevated 

The past several months have seen an increase in reports on the potential for changes to the tax-exempt status of 
municipal bonds. Budget negotiations in Congress have sparked volatility in municipal-bond markets, as in early April, 
an advisor to President Donald Trump publicly discussed curtailing the tax-exempt status of municipal bonds.  

As shown in the chart above, municipal yields spiked following this commentary, and they remain significantly elevated 
from the rest of the trailing 12-month period. However, Republican majorities in the House and Senate are both razor 
thin, meaning any controversial tax changes could withstand little disagreement before being a nonstarter. Even as 
budget reconciliation discussions have heated up, nothing has verified exemption as a topic of further discussion. 

What it may mean for investors 

Given our view that there are not significant risks to the tax-exempt status of municipal bonds, we view the recent rise 
in yields as a buying opportunity. We are favorable on U.S. Municipal Bonds, though we believe that a focus on quality 
and selectivity remains essential. Investors should undertake meticulous, professional credit research in municipal 
bonds as a result of this somewhat unwarranted spike in yields. 

Tony Miano, CFA; Investment Strategy Analyst Excerpted from Investment Strategy report (May 19) 
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Risk Considerations 

Each asset class has its own risk and return characteristics.  The level of risk associated with a particular investment or asset class generally correlates with the level of return the 
investment or asset class might achieve. Bonds are subject to market, interest rate, price, credit/default, liquidity, inflation and other risks. Prices tend to be inversely affected 
by changes in interest rates. High yield (junk) bonds have lower credit ratings and are subject to greater risk of default and greater principal risk. Municipal bonds offer interest 
payments exempt from federal taxes, and potentially state and local income taxes. Municipal bonds are subject to credit risk and potentially the Alternative Minimum Tax 
(AMT). Quality varies widely depending on the specific issuer. Municipal securities are also subject to legislative and regulatory risk which is the risk that a change in the tax code 
could affect the value of taxable or tax-exempt interest income. 
 
Disclosures  

An index is unmanaged and not available for direct investment.  

Bloomberg Municipal Bond Index represents municipal bonds with a minimum credit rating of at least Baa, an outstanding par value of at least $3 million and a remaining 
maturity of at least one year. The index excludes taxable municipal bonds, bonds with floating rates, derivatives and certificates of participation. 

General Disclosures 

Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFII is a registered investment adviser and wholly owned subsidiary of Wells 
Fargo Bank, N.A., a bank affiliate of Wells Fargo & Company. 

The information in this report was prepared by Global Investment Strategy.  Opinions represent GIS’ opinion as of the date of this report and are for general information 
purposes only and are not intended to predict or guarantee the future performance of any individual security, market sector or the markets generally. GIS does not undertake to 
advise you of any change in its opinions or the information contained in this report. Wells Fargo & Company affiliates may issue reports or have opinions that are inconsistent 
with, and reach different conclusions from, this report. 

The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential investor.  
This report is not intended to be a client-specific suitability or best interest analysis or recommendation, an offer to participate in any investment, or a recommendation to buy, 
hold or sell securities. Do not use this report as the sole basis for investment decisions. Do not select an asset class or investment product based on performance alone. Consider 
all relevant information, including your existing portfolio, investment objectives, risk tolerance, liquidity needs and investment time horizon. The material contained herein has 
been prepared from sources and data we believe to be reliable but we make no guarantee to its accuracy or completeness. 

Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or registered with any 
financial services regulatory authority outside of the U.S.  Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be 
afforded certain protections conferred by legislation and regulations in their country of residence in respect of any investments, investment transactions or communications 
made with Wells Fargo Advisors.  

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered broker-
dealers and non-bank affiliates of Wells Fargo & Company. PM-11222026-7999178.1.1 
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