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Accrual basis, 90
Ad valorem taxation, 35
Additional bonds, 201
Adjusted issue price, 156
Administrative rules, 241
Advanced refunding, 84
Advertised sales, 8
After the sale, 113–115
Agreement Among Underwriters (AAU),

103
Airport bonds, 205
Alternative minimum tax (AMT), 30, 34,

160
Anticipation notes, 36
AON offerings, 128
Appropriation bonds, 193
Arbitrage, 84
Arbitrage bonds, 229
Arbitrage rebate specialists, 12
Ascending debt service, 81
Auction-rate securities, 42
Authorities, 4, 56
Authorities and special districts, 56–57
Authorizing resolution, 72

Bank letters of credit, 14
Bankruptcies, Defaults, and Other Local

Government Financial Emergencies
(AICR), 173

Banks, 15–17
Banks’ underwriting roles, 97
Barbell strategy, 150–151
Basis risk, 249
Basis swap, 253
Bearer bonds, 24
Bearer bonds versus registered bonds,

52–53
Bid list, 124
Bid-and-ask procedures, 128
Bid-and-offer procedures, 128

Bid-wanted process, 13
Bona-fide business loans, 158
Bond anticipation notes (BANs), 38, 190
Bond brokers, 13
Bond Buyer, 104, 106, 111
Bond buyer indexes, 132–135
Bond buyer placement ratio and visible

supply, 132–135
Bond Buyer Revenue Bond Index, 211
Bond Buyer’s 40 Bond Index, 131, 132
Bond counsel, 10, 69–70
Bond counsel opinion, 75–78
Bond insurance, 86–87
Bond insurance policies, 208–209
Bond insurers, 14–15
Bond premium, 155
Bond purchase agreement/purchase contract,

78
Bond purchase agreements (BPAs), 11, 78
Bond resolution, indenture, and trust

agreement, 72
Bond resolution or indenture, 197–198
Bond swapping, 151–152
Bond years, 85
Bonds, 23
Bonds at the takedown, 111
Bonds for other not-for-profits, 204
Book-entry securities, 52
Borah, William E., 227
Borrowing to buy tax-exempt bonds,

158–159
Brokers’ brokers, 12, 123
Budgeting, 89
Build America Bonds, 18, 30, 130, 139, 229
Business cycle, 212–213

Call privilege, 82
Call protection, 82
Call provisions, 49–52
Capital appreciation, 147–148
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Capital gains
alternative minimum tax (AMT), 160
bond swaps, 151–152
call provisions, 52
federal tax laws, 29
long-term, 152, 153, 156
and losses, 153
redemption provisions, 141
short-term, 152, 153
tax effects, 222

Capital improvement plan, 68–69
Capital markets, 9–10
Capital preservation, 147
Capital projects fund, 88
Cash versus accrual basis of accounting, 89
Certification of participation (COP), 64
Clean Renewable Energy bonds, 233
Closing documents, 80–81
Collecting the interest, 53
College and university bonds, 203–204
Commercial banks, 169–171
Committee on Uniform Security

Identification Procedures (CUSIP), 22
Competitive and negotiated underwriting,

97–100
Competitive bidding disadvantages,

100–101
Competitive underwriting, 105–111

credit and research, 108–109
delivery of the bid, 111
forming a syndicate for a competitive

sale, 106–107
informing the market, 105–106
preliminary scale, 109–110
pricing call on the day of the bid,

110–111
syndicate letters and account structures,

107–108
Comprehensive annual financial report, 90
Concession order, 111
Consensus scale, 104
Constant maturity swaps, 253
Constant yield to maturity (CYM) method,

154
Consumer Protection Act of 2010, 226
Continuing disclosure, 47
Continuing Disclosure Agreement (CDA),

47, 80
Continuing education, 21
Convention (interest payment), 24

Conversion to fixed rate, 41
Convertible-coupon bonds, 48
Cost of carry, 98, 124
Counsel, 11
Counterparty credit risk, 249
Coupon rates, 140–141
Coupons, 24
Covenants, 201–202
Coverage ratio, 206
Credit, other factors affecting

bond insurance policies, 208–209
letters of credit and lines of credit,

207–208
Credit analysis

municipal credit quality, 173–175
rating agencies, 175–176
rating process, 176–177

Credit and research, 103–104, 108–109
Credit default swaps (CDSs), 253, 254–255
Credit enhancement, 13–14
Credit enhancers, 13–17

banks, 15–17
bond insurers, 14–15

Credit risk, 122, 149
Credit spreads, 126
Credit-enhancement documents, 78
Crossover refunding, 84
Current income, 147
Current refunding, 84
Current statutory exemption

arbitrage restrictions and rebate, 231
other restrictions, 232
private activity bonds, 230–231
recent changes, 232–233

Current yield, 24, 26–27
CUSIP number, 22, 25, 128

Dated date, 24, 53
De minimis discount, 156
Debt, pro-rata basis, 192
Debt factors, 190–193
Debt repayment schedules, 81–82
Debt structuring, 81–87
Debt-service fund, 88, 200
Debt-service reserve fund, 200
Declining debt service, 81
Deemed final official statement, 73
Deficit Reduction Act, 230
Definitional rules, 242
Delivery of the bid, 111
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Delivery vs. payment, 137
Depository Trust & Clearing Corporation,

17, 52–53
Derivative, 247
Disclosure and the antifraud laws and

regulations, 235–239
Disclosure Guidelines for State and Local

Government Securities, 234
Discount bonds, 82
Diversification, 151
Divided account, 108
Documents, 80–81
Dodd-Frank Act, 226, 245
Dollar bonds, 8
Doubled-barreled bonds, 36, 65
Due diligence, 11
Duration, 162

Eastern account, 108
E-commerce, information, and technology,

119–121
Economic analysis, 193–194

health care, higher education, and other
not-for-profits, 203–204

housing bonds, 204–205
industrial revenue and pollution control

bonds, 206
structured bonds, 206
transportation, 205–206
utilities, 202–203

Electric utility bonds, 202
Electronic Municipal Market Access

(EMMA), 19, 234, 244
Electronic trading systems, 119–121
Enterprise fund, 88
Escrowed to maturity (ETM), 84
Evaluations for individual investors, 163
Evans v. Gore, 227
Event and political risk, 149
Exchange market, 117
Exchange versus over-the-counter market,

117–119
Exchange-traded funds (ETFs), 166
Exempt facilities, 68
Exemption amount, 160, 162
Expectations, 220
Extraordinary bond features, 142

Face value, 23
Factors affecting credit, 207–209

Federal Open Market Committee (FOMC),
213

Federal Register, 213–215, 241
Federal securities laws on municipal

securities
about, 233–235
disclosure and the antifraud laws and

regulations, 235–239
Federal tax exemption, 29–30
Federal tax exemption basis, 226–228
Fiduciary funds, 89
Final official statement, 106
Financial advisors, 70
Financial advisors, specialists, and other

consultants, 11
Financial factors, 194–196, 206–207
Financial Industry Regulatory Authority

(FINRA), 20–21, 241
Financial Modernization Act of 2000, 97
Financial products, 86–87

credit default swaps, 254–255
interest rate caps, floors, and collars, 252
interest rate swaps, 247–252
managing the asset side, 253–254
other swap products, 253

Financial reporting, 89–91
Financing documents, 71–81

authorizing resolution, 72
bond purchase agreement/purchase

contract, 78
bond resolution, indenture, and trust

agreement, 72
continuing disclosure agreement, 80
credit-enhancement documents, 78
lease agreement, 72–73
official statement, 73–75
opinion of bond counsel, 75–78
other documents, 80–81
other legal opinions, 78

Financing process
capital improvement plan, 68–69
political factors, 69
selecting the financing team, 69–71

Financing team selection
bond counsel, 69–70
financial advisor, 70
negotiated versus competitive sales, 70–71
underwriter, 70–71

First call, 142
Fitch Ratings, 175
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Fitch Ratings definitions, 186–188
Floaters, 40
Flow of funds, 72, 198–200, 216
Forward supply contracts, 253
Forward swap, 253
Full cash refunding, 85
Full-faith and credit backing, 63
Fund accounting, 87

budgeting, 89
cash versus accrual basis of accounting, 89
financial reporting, 89–91
governmental funds, 88
proprietary funds, 88–89

GASB Codification, 90
General fund, 88
General obligation bonds (GOs)

debt factors, 190–193
economic analysis, 193–194
financial factors, 194–196
management factors, 196–197
political mood, 179, 188–190
rating agencies definitions, 180–188
revenue bonds, 198–199
security for, 35, 63
as security for municipal bonds, 61

General obligation notes, 38
General revenue bonds, 128
Generally accepted accounting principals

(GAAP), 87, 90
General-purpose financial statements, 90
Government Accounting Standards Board

(GASB), 87, 197
Government credit-enhancement bonds, 63
Government Finance Officer Association

(GFOA), 73, 197, 234
Governmental funds, 88
Grant anticipation notes (GANs), 38
Gross lien bonds, 197
Gross refunding, 85
Gross spread, 97
Group net orders, 112
Gulf Opportunity Zone bonds, 233

Health care bonds, 128, 203
Health care, higher education, and other

not-for-profits, 65, 66–67, 207–208
bonds for other not-for-profits, 204
college and university bonds, 203–204
health-care bonds, 203

Health-care bonds, 203
Hedge bonds, 232
High-to-low refunding, 84
High-yield bonds, 130
History of federal tax legislation affecting

municipal securities, 228–230
Hoot and holler, 123
Households, 165
Housing, 67
Housing bonds, 128

multifamily housing revenue bonds, 204
single-family housing revenue bonds,

204–205

Industrial development, pollution control,
and other exempt facility bonds, 68

Inflation, 215
Inflation premium, 215
Information and technology, 18–19
Information repositories, 21
Informing the market, 105–106
In-state tax exemption, 148
Interest, 1
Interest disallowance rule, 158
Interest rate cap, 252
Interest rate caps, floors, and collars, 252
Interest rate floor, 252
Interest rate risk, 249
Interest rate swaps, 247–252
Interest rates, 84
Interest rates, determinants of the overall

level of, 212–216
Interest rates, overall level determinants

business cycle, 212–213
federal reserve, 213–215
inflation, 215
nation’s flow of funds, 216

Interest rates, term structure, 216–221
Interest rates, understanding

about, 211–212
determinants of the overall level of interest

rates, 212–216
municipal bond rates, 221–224
term structure of interest rates, 216–221

Intermarket yield percentage, 222–224
Internal rate of return, 144–145
Internal service fund, 88
Investing in bonds, 139–172

basic principles of, 139–143
general obligation bonds, 179–197
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investment objectives, 147–148
investor categories, 163–172
investor strategies, 150–152
measures of yield and return, 143–145
other factors affecting credit, 207–209
other investment factors, 161–163
revenue bonds, 197–207
taxation of municipal bonds, 152–161
yield to maturity and price, 145–146

Investing in bonds, basic principles
coupon rates, 140–141
redemption provisions, 141–143
term to maturity, 140

Investment agreements, 253
Investment factors, other

evaluations for individual investors, 163
measuring performance, 162–163
spread relationships, 161–162

Investment objectives
capital appreciation, 147–148
capital preservation, 147
current income, 147
risk factors, 148–150
in-state tax exemption, 148
timing the maturity, 148

Investor categories, 163–172
commercial banks, 169–171
households, 165
mutual funds, 165
property/casualty insurance companies,

171–172
Investor letters, 71
Investor strategies

barbell, 150–151
bond swapping, 151–152
diversification, 151
laddering, 150

Investors, 17–18
Issuance trends in the primary market,

93–96
Issuer name, 24
Issuer number, 25
Issuers, 1, 4–7

about, 55–56
authorities and special districts, 56–57
financing documents, 71–81
financing process, 68–71
security for municipal bonds, 61–68
state and local government accounting,

87–91

structuring the debt, 81–87
theory of municipal debt, 57–58
uses of municipal debt, 58–61

Laddered portfolio, 150
Laddering, 148, 150
Lawyers, 10–11

bond counsel, 10
other counsel, 11
underwriter’s counsel, 11

Lead underwriter, 8
Lease agreement, 72–73
Lease rental bonds, 193
Leases and appropriation-backed

obligations, 64
Legal opinions, 46, 78
Letters of credit (LOCs), 40, 207
Level debts, 81–82
Level principal, 81
Liberty Zone bonds, 233
Lines of credit, 14, 208
Liquidity and/or credit support, 40
Liquidity preference, 220–221
Long-term financial instrument, 23
Lower floaters, 40
Low-to-high refunding, 84

Making Good Disclosure (GFOA), 73, 234
Managed funds, 166–169
Management factors, 196–197
Managing the asset side, 253–254
Mandatory calls, 49
Mandatory sinking fund bond features, 142
Market discount, 155–157
Market risk, 122, 149–150
Market segmentation, 221
Market spreads, 125
Market statistics and indexes

bond buyer indexes, 132–135
bond buyer placement ratio and visible

supply, 132–135
Material events, 128
Mature, 1
Maturity date, 24
McCulloch v. Maryland, 226
Measures of yield and return, 143–145
Measuring performance, 162–163
Members orders, 112
Midwest Disaster Area bonds, 233
Modified accrual basis, 90
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Modified duration, 162
Moody’s Investors Service, 175
Moody’s rating definitions, 177–179
Moral obligation bonds, 63
Mortgage pledge, 197
Mortgage Subsidy Bond Tax Act, 229
MSRB rules

Rule G-1, 242
Rule G-3, 242
Rule G-8, 136, 243
Rule G-9, 243
Rule G-11, 243
Rule G-12, 113, 114, 136, 137, 243
Rule G-13, 243
Rule G-15, 114, 136, 137, 243
Rule G-16, 243
Rule G-17, 243–244, 245
Rule G-19, 244
Rule G-27, 242, 243
Rule G-29, 241
Rule G-32, 46, 114, 136, 244
Rule G-33, 29
Rule G-35, 244
Rule G-36, 47, 244
Rule G-37, 244
Rule G-38, 12, 244
Rule G-39, 245
Rule G-40, 245
Rule G-41, 245

Multifamily housing revenue bonds, 204
Multiples of offerings, 128
Municipal bankruptcies, 174, 189
Municipal bond brokers, 12
Municipal bond dealers

capital markets, 9–10
operations, 10
public finance, 7
research and credit, 9
sales, 8–9
sales liaison, 9
trading, 8
underwriting, 7–8

Municipal bond market overview
about, 1–4
bond brokers, 13
credit enhancers, 13–17
financial advisors, specialists, and other

consultants, 11
information and technology, 18–19
investors, 17–18

issuers, 4–7
lawyers, 10–11
other participants, 21–22
rating agencies, 12–13
regulators, 19–21
trustees and paying agents, 17

Municipal bond rates, 221–224
capital gains tax effects, 222
intermarket yield percentage, 222–224
supply and demand, 222
upward-sloping yield curves, 224
volatility, 222

Municipal bond trading, 124–130
Municipal bond trading basics, 123–124
Municipal bonds, 23

security for, 61–68
selling, 121–123
tax exemption of, 29–35
taxation of, 152–161
tax-exempt status of, 160
types of, 35–36

Municipal bonds, characteristics of, 45–53
bearer bonds versus registered bonds,

52–53
call provisions, 49–52
collecting the interest, 53
continuing disclosure, 47
legal opinion, 46
official statement, 46–47
serial and term bonds, 47–48
size of the primary and secondary markets,

45–46
trading plus accrued interest, 53
zero-coupon bonds, 48–49

Municipal credit quality, 173–175
Municipal debt history, 55
Municipal debt theory, 57–58
Municipal debt uses, 58–61
Municipal derivative specialists, 12
Municipal futures, 130–131
Municipal market cheap to Treasuries, 125
Municipal market rich to Treasuries, 125
Municipal securities and federal securities

laws, 233–239
Municipal securities basics

description of municipal securities, 23–25
other characteristics of municipal bonds,

45–53
short-term securities, 36–44
tax exemption of municipal bonds, 29–35
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types of municipal bonds, 35–36
types of yields, 28–29
yield and price, 26–28

Municipal Securities Rulemaking Board
(MSRB). See also MSRB rules

about, 20
administrative rules, 241
definitional rules, 242
dollar price calculation rule, 52
Electronic Municipal Market Access

(EMMA), 19
general rules, 242–245
record-keeping rules, 136–137
regulatory authority, 239–240
regulatory structure, 240–241
Tower Amendment, 234
uniform practices and confirmation of

transactions, 136–137
Municipal swap index, 251–252
Mutual funds

managed funds, 166–169
unit investment trusts, 165

National Council on Government
Accounting (NGCA), 87

Negative convexity, 162
Negotiated issues, 97
Negotiated sale advantages, 101
Negotiated sale disadvantages, 101
Negotiated underwriting, 101–105

agreement among underwriters, 103
credit and research, 103–104
forming a syndicate, 102
marketing the bonds, 104
pricing the bonds, 104–105
selection of managers, 102
selling, 102–103

Negotiated vs. competitive sales, 70–71
Net designated orders, 112
Net direct debt, 190, 192
Net order, 111
Net revenues, 197
No-loads, 166
Notes, 140
Notice of sale, 105–106

Odd lots, 130
Official statement, 46–47, 73–75
Operations, 10
Operations and maintenance expenses, 200

Opinion of bond counsel, 75–78
Option calls, 49
Optional bond features, 142
Option-free bonds, 140
Order period, 104
Orders, types of, 111–112
Orders and procedures

after the sale, 113–115
priority of orders, 112–113
retail order period, 113
types of orders, 111–112

Original issue discount (OID), 82, 153–155
Out firm, 128
Overall net debt, 192
Over-the-counter market, 117–119

Par value, 23, 24
Participants, 123–124

Committee on Uniform Security
Identification Procedures (CUSIP), 22

information repositories, 21
Participations, 107–108
Pay-as-you go approach, 57
Placement ratio, 132
Plus accrued interest, 53
Political factors, 69
Political mood, 179, 188–190
Pollock v. Farmer’s Loan and Trust

Company, 226, 227
Positive convexity, 162
Prefunded bonds, 84
Preliminary official statement (POS), 73
Preliminary scale, 104, 109–110
Premium bonds, 82
Present value, 143–144
Price, 26
Price volatility, 140, 148, 150, 162
Pricing call on the day of the bid,

110–111
Primary and secondary markets, size of,

45–46
Primary market

basics of underwriting, 96–101
competitive underwriting, 105–111
issuance trends in the primary market,

93–96
negotiated underwriting, 101–105
orders and procedures, 111–115

Principal, 1
Principal amount, 23
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Priority of orders, 112–113
Private activity bonds (PABs), 160, 230
Private placements, 71
Project notes, 36
Property taxes, 35
Property/casualty insurance companies,

171–172
Proprietary funds, 88–89
Pro-rata basis, 143
Providers of data in the municipal market,

131
Public finance, 7
Public power, 65
Public representatives, 240
Put bonds, 40
Put/putting notes, 17

Qualified bonds, 230–231
Qualified tax-exempt obligations, 158
Qualified Zone Academy bonds (QZABs),

232
Quantitative easing (QE), 215

Rate lock, 253
Rating agencies, 12–13, 175–176
Rating process, 176–177
Ratings, 12
Ratings changes, 127–128
Ratings upgrade, 12
Receipt vs. payment, 137
Record-keeping rules, 136–137
Red herring, 73
Redemption, 50–51
Redemption of bonds at a premium, 158
Redemption provisions, 82, 141–143
Refundings, 82–85
Regulators, 19–21

continuing education, 21
Financial Industry Regulatory Authority

(FINRA), 20–21
Municipal Securities Rulemaking Board

(MSRB), 20
Securities and Exchange Commission

(SEC), 19–20
Regulatory and disclosure requirements

about, 225–226
application of federal securities laws to

municipal securities, 233–239
basis of federal tax exemption, 226–228

current statutory exemption, 230–233
history of federal tax legislation affecting

municipal securities, 228–230
Municipal Securities Rulemaking Board,

239–245
Regulatory Element, 21
Regulatory structure, 240–241
Reinvestment risk, 150
Remarketing agent, 40
Repo, 253
Reporting of tax-exempt interest, 159
Repurchase agreements, 253
Requests for proposals (RFPs), 7
Research and credit, 9
Research and credit analysts, 9
Restrictions on tax-exempt bond issuance,

32–34
Retail order period, 113
Revenue anticipation notes (RANs),

37, 190
Revenue bonds, 5, 36, 61, 65

bond resolution or indenture, 197–198
covenants, 201–202
economic analysis, 202–206
financial factors, 206–207
flow of funds, 198–200

Revenue line, 197
Reverse repo, 253
Reverse repurchase agreements, 253
Revolving funds, 66
Risk factors, 148–150

credit risk, 149
event and political risk, 149
market risk, 149–150
reinvestment risk, 150

Road show, 104

Sales, 8–9
Sales liaison, 9
Secondary market

about, 117
basics of municipal bond trading, 123–124
e-commerce, information, and technology,

119–121
how a trade is done, 128–130
market statistics and indexes, 132–135
MSRB record-keeping rules, 136–137
municipal bond trading, 124–130
municipal futures, 130–131
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over-the-counter market, 117–119
participants, 123–124
providers of data in the municipal market,

131
selling municipal bonds, 121–123

Sector spreads, 125–126
Securities Act of 1933, 19, 225, 233, 236,

239
Securities Acts Amendments of 1975, 233,

234, 240
Securities and Exchange Commission (SEC),

19–20, 103
Securities and Exchange Commission (SEC)

Rule 15c2-12, 103, 234–237
Securities Exchange Act of 1934, 19, 47,

225, 233, 236
Security for municipal bonds, 61–68
Self-liquidity, 41
Selling groups, 102
Senior manager, 8
Serial and term bonds, 47–48
Short-term instrument, 23
Short-term municipal (bonds or notes), 38
Short-term products, 130
Short-term securities

Dutch auction securities (Auction Rate
Securities), 42–43

notes, 36–38
tax-exempt commercial paper, 38
tender option bonds (TOBs), 43–44
variable-rate demand obligations

(VRDOs), 38–42
SIFMA Municipal Swap Index, 250, 251
Single-family housing revenue bonds,

204–205
Sinking funds, 49
Solid waste bonds, 202, 203
South Carolina v. Baker, 228
Special districts, 56
Special redemptions, 142
Special revenue fund, 88
Special-assessment bonds, 64
Special-purpose district bonds, 64
Special-tax bonds, 36, 65
Spread relationships, 161–162
Squawk hog, 123
Standard & Poor’s ratings definitions,

180–185
Standard & Poor’s ratings services, 175

State and local government accounting,
87–91

fiduciary funds, 89
fund accounting, 87–89

State and local government services (SGLSs),
83

State information depositories (SIDs), 21
State tax treatment of tax-exempt bonds,

161
State taxation of municipal bonds, 32
State-aid intercept mechanism, 63
State-specific names, 130
Strike rate, 252
Stripped bonds, 49
Structuring the debt

bond insurance, 86–87
debt repayment schedules, 81–82
financial products, 86–87
redemption provisions, 82
refundings, 82–85
true interest cost and net interest cost,

85–86
Student-loan bonds, 204
Subordinate-lien bonds, 197
Super sinkers (funds), 51, 143
Supply and demand, 222
Surplus monies, 200
Swap advisors, 12
Swap products, 253
Swaption, 253
Syndicate, 8
Syndicate forming for a competitive sale,

106–107
Syndicate letters and account structures,

107–108

Takedown order, 111
Tax anticipation notes (TANs), 37, 190
Tax Equity and Fiscal Responsibility Act,

230
Tax exemption of municipal bonds

federal tax exemption, 29–30
restrictions on tax-exempt bond issuance,

32–34
state taxation of municipal bonds, 32
taxable bonds and alternative minimum

tax bonds, 34–35
tax-exempt/taxable yield equivalent

formula, 30–32

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



P1: TIX/XYZ P2: ABC
JWBT569-bind JWBT569-Sifma October 12, 2011 4:36 Printer: Courier Westford

296 INDEX

Tax Reform Act of 1986, 230
Taxable bonds, 23
Taxable bonds and alternative minimum tax

bonds, 34–35
Taxable municipal bonds, 130
Tax-allocation bonds, 65
Taxation of municipal bonds, 152–161

alternative minimum tax, 160
bond premium, 155
borrowing to buy a tax-exempt bond,

158–159
capital gains and losses, 153
effect of tax-exempt interest in calculation

of Social Security benefits subject to
taxation, 160–161

market discount, 155–157
original issue discount, 153–155
redemption of bonds at a premium, 158
reporting of tax-exempt interest, 159
state tax treatment of tax-exempt bonds,

161
Tax-backed bonds, 5

general obligation bonds, 63
health care, higher education, and other

not-for-profit, 66–67
housing, 67
industrial development, pollution control,

and other exempt facility bonds, 68
other tax-backed bonds, 63–65
revenue bonds, 65
security for municipal bonds, 63–65
transportation, 67–68
utilities, 65–66

Tax-equivalent yield, 146
Tax-exempt bonds, 23, 29, 158–159
Tax-exempt interest effect in calculation of

Social Security benefits subject to
taxation, 160–161

Tax-exempt/taxable yield equivalent
formula, 30–32

Tax-increment bonds, 65
Tax-supported bonds, 5, 63
10(b)(5) opinion, 78
Tender option bonds, 43–44
Term structure of interest rates, 215,

216–221
expectations, 220
liquidity preference, 220–221
market segmentation, 221

Term to maturity, 140
Theory of municipal debt, 57–58
Timing the maturity, 148
Toll-road bonds, 205
Total direct debt, 189–190
Total return, 146
Trade, factors in

credit spreads, 126
market spreads, 125
material events, 128
ratings changes, 127–128
sector spreads, 125–126

Trade specialists, 129–130
Trades, how they are done, 128–130
Trading, 8
Trading factors, 125–138
Trading plus accrued interest, 53
Transcript of proceedings, 10
Transit revenue bonds, 205
Transitional Finance Authority (TFA), 69
Transportation, 67–68
Transportation bonds, 205
Triple-B hospital bonds, 125
Triple-B revenue bonds, 125
True interest cost and net interest cost,

85–86
Trust and agency funds, 90
Trustees and paying agents, 17

Underwriter, 70–71
Underwriter’s counsel, 11
Underwriter’s discount, 97
Underwriting, 1–2, 7–8
Underwriting basics, 96–101

advantages and disadvantages of
competitive and negotiated
underwriting, 100

advantages of negotiated sale, 101
competitive and negotiated underwriting,

97–100
disadvantages of competitive bidding,

100–101
disadvantages of negotiated sale, 101
role of banks in underwriting, 97

Underwritten, 105
Undivided account, 108
Uniform practices and confirmation of

transactions, 136–137
Unit investment trusts, 165
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Unlimited tax bonds, 63
Upgrade of ratings, 12, 127, 176
Upward-sloping yield curves, 224
Utilities, 65–66
Utility bonds, 202

Variable-interest rates, 40
Variable-rate demand obligations (VRDOs),

23, 38–39
Visible supply, 132
Volatility, 222

Washington Public Power Supply System
(WPPS), 173, 235

Water and sewer system bonds, 202
Western account, 108
Wilson-Gorman Tariff Act of 1894, 226

Yield, 24
Yield and price, 24, 26–28

current yield, 26–27
yield to maturity, 27–28

Yield and return measure
internal rate of return, 144–145
present value, 143–144

Yield curve, 215
Yield to call, 24, 29
Yield to maturity, 24, 27–28
Yield to maturity and price, 145–146

tax-equivalent yield, 146
total return, 146

Yield to worst, 29, 125, 128, 146
Yields, types of, 28–29

Zero-coupon bonds, 23, 48–49, 142
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