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We are often asked about how we incorporate environmental, 
social, and governance (ESG) criteria into our investment process. 
For the municipal bond investment team at Lord Abbett, the 
approach springs from a proprietary framework that we have 
developed, which we believe enhances research analyst opinions  
of potential investments. 

The consideration of ESG is an expansion of the in-depth, 
fundamental security research that the analysts are routinely 
conducting, as they are now considering risk factors that are more 
forward-thinking and contemporary, in our view. In addition, we can 
use this research to create portfolios that fit investor preferences.

We have designed the ESG integration framework to be holistic 
and authentic; our analysts determine which ESG metrics to track, 
conduct their own fundamental research, and utilize a proprietary 
scoring framework to codify their findings. There is no reliance on 
third-party bulk ESG data providers. The analysts’ ESG ratings and 
opinions are one of many inputs that the portfolio managers 
consider when making investment decisions. 

A Muni-Specific ESG Framework

The municipal research group has developed a framework for 
evaluating sector-specific metrics to set ESG ratings for all the 
credits we own.  As part of the credit analysis process, each 
analyst will consider a variety of quantitative and qualitative ESG 
metrics to formulate an ESG opinion and rating. To uniformly 
categorize the analyst’s ESG opinion of an issuer, we have created 
an ESG rating system. The scores range from 1 to 4, with 1 being 
the strongest rating and 4 being the weakest. 

To formulate the ESG scores of the municipal holdings, a series of 
matrices or scorecards have been created by the analysts, one for 
each of the 10 significant municipal bond sectors. For each matrix, 
there is a list of environmental, social, and governmental subfactors 

that have been identified by the analysts that are specific to the 
sector and are scored. We believe it is imperative that the metrics 
be easily sourced on a consistent basis from reputable providers.  

Each of the subfactors is also mapped to one or more of the 
United Nations’ 17 Sustainable Development Goals1 to 
demonstrate how our methodology aligns with a broader global 
framework. In addition to the quantitative metrics, the analysts 
engage with the issuers to better understand how they are 
responding to and mitigating ESG-related challenges.

Looking Forward

The municipal-bond ESG integration process is fluid, as research 
regarding ESG issues continues to evolve.  As such, many of the 
metrics that we consider to be meaningful today will likely change 
in the future. Therefore, the analysts will continue to study ESG 
trends in the sectors that they follow. In their monthly meetings, as 
a group, the research analysts contemplate new metrics and the 
usefulness of those already being considered. At the meetings, the 
analysts discuss ESG ratings of note to maintain rating alignment 
among the sectors and share ideas. 

As ESG considerations grow in importance across financial 
markets, Lord Abbett will continue to seek ways to enhance the 
incorporation of these criteria into our investment process. We view 
these efforts as a critical part of our mission to secure a sustainable 
future for our clients, our people, and our world. 

1 The Sustainable Development Goals are a collection of 17 interlinked global goals 
designed to be a “blueprint to achieve a better and more sustainable future for all.”  
The SDGs were set up in 2015 by the United Nations General Assembly and are 
intended to be achieved by 2030. 

How Lord Abbett Integrates ESG into Its Municipal-Bond Investment Process
A look at our muni-bond research team’s approach to assessing and scoring the environmental, social, and 

governance criteria that inform our investment decisions

By Eric Friedland, Director of Municipal Bond Research
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Despite the challenges of operating in an uncertain COVID-19 
environment, the public K-12 school sector has remained resilient. 
The sector currently faces headwinds such as higher labor costs, 
enrollment declines, and competition from charter schools, but 
possesses key credit strengths, nonetheless. These include healthy 
financial reserves, sizeable stimulus funding, rising property values 
reflecting a robust U.S. real estate market, and strong state 
budgets, which reduce the risk of downstream revenue cuts to 
K-12 school districts in many states. The K-12 education sector 
represents a significant portion of the municipal bond market, 
accounting for 7% of the Bloomberg Municipal Bond Index.

School districts face the challenge of recruiting and retaining staff  
in a tight labor market. Since the start of the pandemic, state and 
local public employment has suffered some of the largest job 
losses, and unlike many other sectors, public-sector job losses 
have not fully recovered. Teachers and other K-12 staff make up  

a large portion of the decline in state and local employment. As of 
December 2021, public and secondary school employment was 
lower by approximately 376,000 jobs (nearly 5%) compared to 
February 2020. To recruit and retain staff, many K-12 school 
districts are raising salaries, paying bonuses, and offering other 
incentives. In some cases, federal stimulus funding has been used 
to offset these higher labor costs. 

K-12 schools are also experiencing enrollment declines. According 
to the National Center for Education Statistics, the number of 
students attending public schools in the United States declined by 
3% in the 2020–21 school year compared to the prior school year. 
The largest decline was among preschool and kindergarten 
students (22% and 9%, respectively, and 13% overall). Enrollment 
in grades 1–8 decreased by 3%, while enrollment in grades 9–12 
increased slightly, by 0.4%. 

K-12 School Districts Offer Lessons in Resilience
Here is a look at the factors that have helped this municipal bond sector maintain strong credit quality 

in the wake of the COVID-19 pandemic.  

By Richard Gerbino and Sarah Ali, Research Analysts
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Change in Public School Enrollment between the 2019–20 and 2020–21 School Years
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Source: National Center for Education Statistics https://nces.ed.gov/whatsnew/press_releases/06_28_2021.asp.

Total counts for the 2019–20 and 2020–21 school years for 
California, Oregon, American Samoa, and the Bureau of Indian 
Education do not include prekindergarten counts. Illinois was 
unable to submit data for the 2020–21 school year as of the 
submission deadline.

In one favorable development during the pandemic, many states 
(including Florida, Arizona, Massachusetts, Michigan, and 
Maryland) implemented hold-harmless provisions for the first time 
during the pandemic, which enabled districts to maintain stable 
levels of funding in the face of enrollment drops.1 Additionally, while 
many states tie state funding to enrollment, such funds represent 
only a portion of revenue for traditional public schools. K-12 public 
schools typically rely primarily on property taxes, which tend to be 
more stable. 

Many K-12 school districts entered the pandemic with healthy 
reserves, or rainy-day funds, which they have been building up 
since the 2009–09 Global Financial Crisis. Moody’s most recent 
median report2 for K-12 school districts shows that the median 
available fund-balance ratio was 23% in fiscal 2019. Unprecedented 
levels of federal stimulus funding during 2020 and 2021 further 
shored up these fund balances. In total, nearly $200 billion of federal 
stimulus funding was appropriated to K-12 school districts. 

Federal stimulus funding of nearly $400 billion was also provided to 
states. As a result, state budgets are strong, significantly lowering 

the risk of downstream revenue cuts to K-12 school districts in 
most states. Most states have increased K-12 funding levels for 
fiscal 2022, partially due to upward revenue revisions after 
previously budgeting for large shortfalls. 

The landscape for K-12 funding is also looking favorable for fiscal 
2023. For example, in Pennsylvania, the 2022-23 Governor’s 
Executive Budget Proposal includes over $8 billion for the Basic 
Education Funding appropriation. This amount is $1.6 billion 
(22.2%) higher than the 2021-22 fiscal year appropriation. 

Perhaps most importantly, property taxes are the primary revenue 
source for most K-12 public schools and tend to be very stable. 
Housing prices nationally increased 19% year over year in 2021, 
according to the S&P CoreLogic Case-Shiller U.S. National Home 
Price Index, which is leading to higher property-tax revenues for 
local governments, including school districts. Some states have 
recently proposed property-tax caps, which we are closely 
monitoring as this could limit the revenue upside for certain K-12 
school districts.

Here we provide an example of how K-12 schools have proved 
resilient during the pandemic, based on the experience of school 
districts in Texas. 
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Case Study: Texas K-12 Credit Quality Remains 
Exceptional Despite Pandemic Pressure

Despite general enrollment and financial pressures from the 
COVID-19 pandemic, a related and accelerating shortage of 
teachers, and an increasingly political operating environment,  
credit quality within Texas K-12 districts remains sound. Texas 
school districts derive revenue primarily from a mix of local property 
taxes and state support. Tax receipts, which are a function of  
levy and assessed value, have increased significantly over the  
last several years. 

At the same time, state support has been consistent: Texas is not 
changing its funding formula and has held support constant 
through fiscal 2021 and fiscal 2022, despite temporary, pandemic-
driven enrollment declines. As in-person enrollment continues to 
recover, state funding likely will remain healthy. In fact, prior to the 
pandemic, statewide enrollment had been growing consistently. 
For some, like the Katy Independent School District, which is in a 
suburb of Houston, enrollment has grown 10% since 2018. 

Texas school districts typically possess strong operating and 
reserve profiles, which enable even those few districts that have 
enrollment loss or other operating challenges to remain resilient. 
Dallas, for instance, has seen consistent declines in enrollment, 
including a greater than 5.5% drop in 2021. However, the fact that 
the district derives over 80% of its revenue from local sources and 

maintains a reserve position equal to over 50% of general fund 
revenues insulates the credit. Similarly, Houston, which drew on 
cash to fund technology needs during the pandemic and has seen 
enrollment declines, remains well capitalized, with reserves 
consistently at or above 30% of general fund expenses. 

Finally, most districts benefit from the state’s Permanent School 
Fund (PSF), which offers a deep pool of liquidity as well as 
unusually strong payment guarantees on most bonds issued by 
qualifying K-12 districts. The intrinsic strength of individual school 
districts—the majority of which enjoy ‘A’- and ‘AA’-category 
underlying credit ratings—coupled with the PSF backstop— 
position the sector well for success, in our view, even in the 
currently challenging environment.

1According to the Center for Public Education, hold-harmless provisions in state aid 
formulas are meant to restrict declines in revenues for school districts. They may 
take several forms, including limits on the changes in state aid from year to year, 
supplemental funding for districts with declining enrollment, alternatives for 
calculating the state aid amount, or use of past enrollments in grant calculations.

2Moody’s Investors Service, “K-12 Public School Districts – US: Medians - US K-12 
Public School Districts Under New Methodology.”
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Public Power’s Balancing Act
Municipal electric utilities are seeking to pursue clean energy goals while maintaining  

reliable and affordable service.

By Gary Huang, Research Analyst

Municipal electric utilities are nonprofits with the primary goal of 
providing reliable and affordable electric service to their customers. 
Like their corporate-utility counterparts, many municipal electric 
utilities now have additional decarbonization goals. Much of the 
pressure to reduce carbon emissions has come from state 
renewable-energy requirements, as many states now have 100% 
clean energy goals and/or renewable targets. For example, 
California’s current goal is to be 60% renewables by 2030 and 
100% carbon free by 2045. Therefore, investing in decarbonization 
has become a necessity for many municipal utilities; however, doing 
so while also meeting reliability and affordability goals can be pricey 
and tricky. 

Decarbonization efforts are costly. To meet renewable-energy 
mandates, municipal utilities often procure renewable energy from 
taxable entities that are more able to benefit from tax credits 
associated with renewables ownership. These purchases represent 
increased costs that are ultimately passed through to ratepayers, 
regardless of whether such renewable assets are financed on or off 
the municipal utility’s balance sheet. There are also increased costs 
for transmission assets connecting remotely located, renewable 
resources, like offshore wind, with population centers. There may 
also be additional costs associated with reducing an existing power 
plant’s environmental footprint. For example, coal-fired plants may 
need additional investment to meet more stringent environmental 
regulations, so even public power utilities in regions with less 
ambitious environmental goals and higher coal concentration have 
been investing toward a cleaner future.

Balancing future environmental goals and today’s reliability goals 
can be complicated. Traditional generation, like coal-fired plants, is 
often viewed as more consistent versus renewables, which may be 
dependent on how sunny, windy, or rainy it is (and battery storage 
capabilities are not quite optimal yet). Therefore, there may be a bit 
of a clash between more reliable but dirtier generation, and less 
reliable but greener generation. In addition to sufficient generation 
and ongoing strengthening of the grid, further investment is needed 
to offset increasing, extreme weather events that may also threaten 
reliability. For example, Texas-based public power utilities have 
increased spending on winterization of generation assets, and 
California-based public power utilities have increased spending on 
wildfire mitigation. 

In practice, we are seeing increased spending for both 
decarbonization and reliability. Despite the increased costs and 
leverage, we remain comfortable with the general creditworthiness 
of the public power sector. Municipal utilities are monopolies with 
independent rate-setting authority and sound financial metrics. 
Increased costs are passed through to the ultimate ratepayer 
without third-party regulation. We are monitoring, however, to  
what extent increased capital spending is pressuring customer 
affordability, especially when affordability is already being stretched 
by higher inflation and increasing commodity prices. But electricity 
by typical measures does remain affordable for now, with average 
electric bills currently representing roughly 2% of median household 
income. 

We also consider decarbonization investment, utility reliability, and 
customer affordability from an environmental, social, and 
governance (ESG) standpoint. Our firm’s mission is to secure a 
sustainable future for our clients, our people, and our world, so it is 
important for us to understand to what extent a utility is moving 
toward a more sustainable future. Our proprietary scoring system 
evaluates ESG metrics such as generation by energy source, 
decarbonization plans and progress, customer affordability, 
management diversity, and so on. In our environmental analysis,  
we examine current generation by energy source and ongoing 
decarbonization, regardless of the cost. In our social and 
governance analysis, we consider reliability and affordability metrics. 

In conclusion, simultaneously pursuing reliability and ambitious 
environmental goals will probably require greater capital spending 
for municipal utilities in the medium term. This may pressure 
medium-term affordability for the ultimate customer, but at the same 
time, spending for both decarbonization and reliability is essential. 
We analyze how successfully utilities balance reliability, 
decarbonization, and affordability, from both a credit and ESG 
standpoint. In doing so, we can make distinctions between names 
within this creditworthy sector, which represents a smaller but still 
material portion of the total municipal market.
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After six years, three U.S. presidents, four territory governors, one 
Category 4 hurricane, and a global pandemic, Puerto Rico is finally 
nearing the end of an arduous bankruptcy. In March 2022, the 
island restructured the bulk of its tax-supported debt and pensions 
under a Plan of Adjustment approved by a federal bankruptcy judge 
in January 2022. The transaction resulted in a reduction in Puerto 
Rico’s total debt by 78%, from $34 billion to $7.4 billion. 

The restructuring marks a major milestone in the bankruptcy 
process. Now, only the Puerto Rico Electric Power Authority 
(PREPA) and Puerto Rico Highway Authority (PRHTA) bankruptcies 
remain unresolved. PRHTA is expected to exit bankruptcy within the 
next few months, but PREPA’s bankruptcy remains a complex 
situation given the rising cost of electricity on the island. Recently, 
the prior agreement with PREPA bondholders was terminated by 
Governor Pedro Pierluisi as the commonwealth’s politicians are 
looking for steeper cuts to debt and the avoidance of rate increases 
as part of the plan.  

Despite the challenges, island leaders have set a goal of a full exit 
from bankruptcy by the end of the year. If deals with bondholders 
are achieved in the near term, all commonwealth entities could fully 
exit bankruptcy during what could be one of the strongest 
economic revivals in Puerto Rico’s history.

Economic Revival
Driven by a flood of federal dollars and record tourism, Puerto Rico’s 
economy has taken flight. Federal funds have been pouring into the 
island following Hurricane Maria in late 2017 and the start of the 
COVID-19 pandemic in early 2020. The federal government has 
obligated, awarded, or approved over $58 billion in funds for the 
island’s hurricane recovery.1 During the pandemic, Puerto Rico 
received an estimated $18 billion in federal funds, a substantial 
amount for an economy with an annual output of $70 billion.2 
Tourism hit a record high in 2021, surpassing $1 billion in 
accommodation revenue as visitors from the mainland United States 
flocked to the island.3 A government report noted that economic 
activity was up 3.3% year over year in December 2021 and 
characterized the future outlook as “positive.”4 

Puerto Rico is currently a far cry from the annual deficits and weak 
economy that led President Obama to sign legislation enabling a 
debt-restructuring process known as PROMESA. The law included 
a stay on all debt payments for covered public entities as well as the 
appointment of a Federal Oversight Board. The lack of debt service 
payments over six years, conservative budgeting efforts by the 
Federal Oversight Board, and federal funds have since allowed 
Puerto Rico to find a strong financial footing. Cash levels for the 
commonwealth Treasury hit record levels of $14.5 billion prior to the 
restructuring and remain strong and north of $5 billion.5 Fiscal 2022 
results through the six months ending December 2021 showed tax 
revenues up 11.8% year over year, driven by stronger sales and 
income-tax results. During that same time frame, revenue tracked 
above projections by $939 million, or 22%.6 

Looking Forward
Despite the recent progress, there is still more to be done to secure 
the fiscal future of Puerto Rico. Many of the structural changes 
contemplated by PROMESA, such as tax reform and energy reform, 
have yet to be implemented. Once all debt restructurings are 
completed, it is likely that the Federal Oversight Board will turn its 
attention to some of these broader goals to ensure the sustainability 
of the financial improvements after the board is dissolved, and the 
reins are turned back to the island’s government. Maintaining the 
forward momentum from the debt restructurings and economic 
recovery will be crucial to restoring the commonwealth’s long-term 
fiscal health—and rebuilding the trust of municipal bond investors. 

1Source: https://recovery.fema.gov/Glossary/Obligation

2 Source: https://www.theweeklyjournal.com/business/puerto-rico-to-receive-nearly- 
10-billion-from-federal-package/article_13947454-8338-11eb-8ab9-cb52bbe7741f.html

3 Source: https://newsismybusiness.com/puerto-rico-had-record-year-for-tourism-in- 
21-discover-puerto-rico-says/

4Source: https://app.reorg.com/documents/20220201/61f93c33c6890.pdf

5 Source: https://www.aafaf.pr.gov/wp-content/uploads/fy22-
weeklytsacashflow-2-11-22.pdf

6 Source: https://drive.google.com/file/d/1W9AHXeEop9H4iqNDEN2nTXKXEBYc-aM5/
view and https://app.reorg.com/documents/20220301/621e674edf8df.pdf

Puerto Rico Sees the Light at the End of the Bankruptcy Tunnel
Along with the restructuring of its debt, the commonwealth’s fiscal recovery has been aided by stimulus funds 
and an improving economy.

By Derek Gabrish, Research Analyst
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•  Municipal bonds (as represented by the Bloomberg Municipal Bond Index) produced negative returns of 6.23% for first three months of 2022. 
Municipal bonds outperformed Treasuries, as the Bloomberg U.S. Treasury Bond Index had negative returns of 6.73% during the same period.

•  The broader Bloomberg U.S. Aggregate Bond Index returned -6.95%, underperforming the municipal index. Further, because municipal bond 
interest is not federally taxable, municipal bond return outperformance was more significant on an after-tax basis.

•  Treasury rate increases, particularly during March, drove negative returns across most fixed-income asset classes. The rate increases reflected 
more hawkish rhetoric on inflation from the Federal Reserve. At the start of the first quarter, markets were pricing in three rate hikes of 25 basis 
points (bps) for all of 2022. By the end of March, expectations had changed to between eight and nine 25-bp rate hikes, the first of which was 
implemented on March 16.

•  High yield municipal bonds performed closely in line with the overall muni market, as the Municipal High Yield Index returned -6.53%. 

•  Investment-grade general obligation bonds posted better returns than investment-grade revenue bonds, while longer-duration high-grade bonds 
generally underperformed short and intermediate bonds.

MUNI MARKET MONITOR
As of March 31, 2022

Returns for Bloomberg Municipal Bond Indexes*

Source: Bloomberg. 
*As represented by Bloomberg indexes for each category (see “Important Information” below). 
Past performance is no guarantee of future results. Due to market volatility, the asset classes depicted in this table may not perform in a similar manner in the future. 
For illustrative purposes only and does not represent any specific portfolio managed by Lord Abbett or any particular investment. Indexes are unmanaged, do not reflect the 
deduction of fees or expenses and expenses, and are not available for direct investment.

Benchmark through 3/31/22 3-Year Annualized Returns

Municipal Index -6.23% 3.79%

Municipal Index GO Bond Index -6.07% 3.65%

Municipal Index Revenue Bond Index -6.54% 3.99%

Municipal Index High Yield -6.53% 6.48%

Municipal Index 1-5 Year -3.65% 1.88%

Municipal Index 3-15 Year Blend -5.71% 3.35%

Municipal Index Long Bond (22+ Years) -8.65% 5.25%

Municipal Index California Exempt -6.48% 3.72%

Municipal Index New Jersey Tax Exempt -6.83% 4.80%

Municipal Index New York Tax Exempt -6.53% 3.54%

•   Municipal yields moved higher at all points on the curve during the first three months of 2022. 

•   The municipal bond yield curve flattened, as rates on bonds maturing from 10 years to 30 years increased by 104 to 117 bps, while rates  
on bonds maturing in less than three years moved higher by 141 to 152 bps. 

•   That said, the municipal bond curve remains steeper than the Treasury curve. The yield difference between the one-year and 30-year 
maturities for municipal bonds was 98 bps, as compared to 84 bps for Treasury bonds.

Yield Curve Changes for ‘AAA’ Rated General Obligation Bonds

Source: Thomson Reuters MMD. 
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Monthly Flows into Muni Bond Funds April 2021 to March 2022

Source: J.P. Morgan.

•  After record inflows of $102 billion in 2021, fund flows turned negative for the first three months of 2022, with $21.8 billion of net outflows 
reported.

•  Selling pressure from the increase in rates, along with investors wanting to sell to recognize tax losses to offset gains with other investments, 
resulted in outflows. 

• Fund outflows occurred in all categories, with long-term funds experiencing the highest levels.
•  Although municipal market technicals weakened, tax-equivalent yields are relatively attractive, and the possibility of higher income tax rates 

remains. 
•  Further, credit quality remains strong as tax revenues continue to increase, recent rating agency upgrades significantly outnumber 

downgrades, and municipalities have ample liquidity from significant Federal stimulus funding.

Municipal Bond Yield Ratios versus U.S. Treasuries

Source: Thomson Reuters MMD.

Maturity 12/31/2021 3/31/2022
'22 YTD 

High
'22 YTD 

Low
5-Year  
High

5-Year  
Average

5-Year  
Low

2-yr 32.8% 76.9% 79.5% 34.6% 801.8% 87.6% 25.0%

5-yr 46.8% 81.4% 83.9% 44.1% 625.3% 78.4% 39.3%

10-yr 68.6% 93.6% 94.9% 62.9% 363.6% 87.9% 54.6%

30-yr 78.4% 103.3% 103.6% 73.2% 252.0% 94.9% 63.5%

•  The ‘AAA’-rated muni/Treasury ratios increased significantly for all parts of the curve during the first three months of 2022. At these levels, 
the ratios for bonds at the intermediate and longer end of the curve are above five-year averages. 

•  The negative fund flows mentioned earlier were tempered by a manageable level of municipal bond issuance. New issuance was $94 
billion for the first three months of 2022, down 16% from the year-earlier period. Taxable municipal bonds accounted for $16 billion of new 
issuance (17% of total), as compared to $31 billion (27% of total) for the same period in 2021.

•  Year over year, new money issuance decreased by 2%, while refundings were lower by 43% due to a combination of higher rates and 
some issuers waiting to see if tax bill proposals before Congress include the return of tax-exempt refundings. The U.S. tax law enacted in 
late 2017 prohibited the use of tax-exempt bonds for advance refundings. 
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IMPORTANT INFORMATION

This commentary may contain assumptions that are “forward-looking statements,” which are based on certain assumptions of future events. 
Actual events are difficult to predict and may differ from those assumed. There can be no assurance that forward-looking statements will 
materialize or that actual returns or results will not be materially different from those described here.

This material is provided for general and educational purposes only. It is not intended as an offer or solicitation for the purchase or sale of any 
financial instrument, or any Lord Abbett product or strategy.  
References to specific asset classes and financial markets are for illustrative purposes only and are not intended to be, and should not be 
interpreted as, recommendations or investment advice.

References to specific securities and issuers are for illustrative purposes only and are not intended and should not be interpreted as 
recommendations to purchase or sell such securities. The securities referenced may or may not be held in portfolios managed by Lord Abbett 
and, if such securities are held, no representation is being made that such securities will continue to be held. This is not a representation of any 
securities Lord Abbett purchased or would have purchased or that an investment in any securities of such issuers would be profitable.

Past performance is not a reliable indicator or a guarantee of future results.

A Note about Risk: The value of an investment in fixed-income securities will change as interest rates fluctuate and in response to market 
movements. As interest rates fall, the prices of debt securities tend to rise. As rates rise, prices tend to fall. Investing in the bond market is 
subject to risks, including market, interest-rate, issuer, credit, inflation risk, and liquidity risk. The municipal bond market may be impacted by 
unfavorable legislative or political developments and adverse changes in the financial conditions of state and municipal issuers or the federal 
government in case it provides financial support to the municipality. Income from the municipal bonds held could be declared taxable because 
of changes in tax laws. Certain sectors of the municipal bond market have special risks that can affect them more significantly than the market 
as a whole. Because many municipal instruments are issued to finance similar projects, conditions in these industries can significantly affect an 
investment. Income from municipal bonds may be subject to the alternative minimum tax. Federal, state, and local taxes may apply. Investments 
in Puerto Rico and other U.S. territories, commonwealths, and possessions may be affected by local, state, and regional factors. These may 
include, for example, economic or political developments, erosion of the tax base, and the possibility of credit problems.

GLOSSARY OF TERMS

Treasuries are debt securities issued by the U.S. government and secured by its full faith and credit. Income from Treasury securities is exempt 
from state and local taxes.

A basis point is one one-hundredth of a percentage point.

Environmental, social, and governance (ESG) criteria are a set of standards for a company’s operations that socially-conscious investors use 
to screen potential investments. 

General obligation (GO) bonds are municipal bonds backed by the “full faith and credit” of a government, and are issued by entities such as 
states, cities, counties, and school districts. 

Revenue bonds are municipal bonds backed by revenues from a specific projects or facilities (such as toll roads, water/sewer systems, or 
airports). 

Yield is the annual interest received from a bond and is typically expressed as a percentage of the bond’s market price. Spread is the difference 
in yield between two different investments.

Yield curve is a line that plots the interest rates, at a set point in time, of bonds having equal credit quality, but differing maturity dates. The 
most frequently reported yield curve compares the three-month, two-year, five-year and 30-year U.S. Treasury debt. This yield curve is used as 
a benchmark for other debt in the market, such as mortgage rates or bank lending rates. The curve is also used to predict changes in economic 
output and growth.

The Bloomberg Municipal Bond Index is a rules-based, market-value-weighted index engineered for the long-term, tax-exempt bond market. 
Bonds must be rated investment-grade (Baa3/BBB- or higher) by at least two ratings agencies. They must have an outstanding par value of at 
least $7 million and be issued as part of a transaction of at least $75 million. The bonds must be fixed rate, have a dated-date after December 
31, 1990, and must be at least one year from their maturity date.
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The Bloomberg California Tax Exempt Municipal Bond Index, Bloomberg New Jersey Tax Exempt Municipal Bond Index,  
and Bloomberg New York Tax Exempt Municipal Bond Index are state-specific subgroups of the Bloomberg Municipal Bond Index. 

The Bloomberg General Obligation Municipal Bond Index and Bloomberg Revenue Bond Municipal Bond Index are category-specific 
subgroups of the Bloomberg Municipal Bond Index.

The Bloomberg Municipal Bond Short 1-5 Year Index is the Muni Short 1-5 year component of the Bloomberg Municipal Bond index. 

The Bloomberg High Yield Municipal Bond Index is an unmanaged index consisting of non-investment-grade, unrated or below Ba1 bonds.

The Bloomberg Long Current Coupon (22+ Years) Municipal Bond Index is a total return benchmark designed for long-term municipal 
assets. The index includes bonds with a minimum credit rating of BAA3, issued as part of a deal of at least $50 million, with an amount 
outstanding of at least $5 million and a maturity of 22 years or greater, with a dollar price of $96 to $104, and issued after December 31, 1990.

The Bloomberg U.S. Aggregate Bond Index represents securities that are SEC-registered, taxable, and dollar denominated. The index covers 
the U.S. investment-grade, fixed-rate bond market, with index components for government and corporate securities, mortgage pass-through 
securities, and asset-backed securities. Total return comprises price appreciation/depreciation and income as a percentage of the original 
investment.

The Bloomberg U.S. Treasury Bond Index measures U.S. dollar-denominated, fixed-rate, nominal debt issued by the U.S. Treasury.

Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are not available for direct investment. 

Bloomberg Index Information: 
Source: Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates 
(collectively “Bloomberg”). Bloomberg owns all proprietary rights in the Bloomberg Indices. Bloomberg does not approve or endorse this 
material or guarantee the accuracy or completeness of any information herein, or make any warranty, express or implied, as to the results to 
be obtained therefrom and, to the maximum extent allowed by law, shall not have any liability or responsibility for injury or damages arising in 
connection therewith.

The Thomson Reuters Municipal Market Data (MMD) AAA Curve is a proprietary yield curve that provides the offer-side of “AAA” rated state 
general obligation bonds, as determined by the MMD analyst team. The “AAA” scale (MMD Scale), is published by Municipal Market Data every 
day at 3:00 p.m. Eastern standard time, with earlier indications of market movement provided throughout the trading day. The MMD AAA curve 
represents the MMD analyst team’s opinion of AAA valuation, based on institutional block size ($2 million+) market activity in both the primary and 
secondary municipal bond market. In the interest of transparency, MMD publishes extensive yield-curve assumptions relating to various structural 
criteria, which are used in filtering market information for the purpose of benchmark yield-curve creation. 

The credit quality of the securities in a portfolio is assigned by a nationally recognized statistical rating organization (NRSRO), such as Standard & 
Poor’s, Moody’s, or Fitch, as an indication of an issuer’s creditworthiness. Ratings range from ‘AAA’ (highest) to ‘D’ (lowest). Bonds rated ‘BBB’ 
or above are considered investment grade. Credit ratings ‘BB’ and below are lower-rated securities (junk bonds). High-yielding, non-investment-
grade bonds (junk bonds) involve higher risks than investment-grade bonds. Adverse conditions may affect the issuer’s ability to pay interest and 
principal on these securities. 

This may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor’s. Reproduction 
and distribution of third party content in any form is prohibited except with the prior written permission of the related third party. Third party 
content providers do not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings, and are not 
responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such 
content. THIRD PARTY CONTENT PROVIDERS GIVE NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY 
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. THIRD PARTY CONTENT PROVIDERS SHALL 
NOT BE LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTAL, EXEMPLARY, COMPENSATORY, PUNITIVE, SPECIAL OR CONSEQUENTIAL 
DAMAGES, COSTS, EXPENSES, LEGAL FEES, OR LOSSES (INCLUDING LOST INCOME OR PROFITS AND OPPORTUNITY COSTS OR 
LOSSES CAUSED BY NEGLIGENCE) IN CONNECTION WITH ANY USE OF THEIR CONTENT, INCLUDING RATINGS. Credit ratings are 
statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They do not address the suitability 
of securities or the suitability of securities for investment purposes and should not be relied on as investment advice.
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IMPORTANT INFORMATION 
 
The information provided is not directed at any investor or category of investors and is provided solely as general information about 
Lord Abbett’s products and services and to otherwise provide general investment education. None of the information provided 
should be regarded as a suggestion to engage in or refrain from any investment-related course of action as neither Lord Abbett nor 
its affiliates are undertaking to provide impartial investment advice, act as an impartial adviser, or give advice in a fiduciary capacity. 
If you are an individual retirement investor, contact your financial advisor or other fiduciary about whether any given investment idea, 
strategy, product or service may be appropriate for your circumstances.

The opinions in this commentary are as of the date of publication, are subject to change based on subsequent 
developments, and may not reflect the views of the firm as a whole. The material is not intended to be relied upon as a 
forecast, research, or investment advice, is not a recommendation or offer to buy or sell any securities or to adopt any 
investment strategy, and is not intended to predict or depict the performance of any investment. Readers should not 
assume that investments in companies, securities, sectors, and/or markets described were or will be profitable. Investing 
involves risk, including possible loss of principal. This document is prepared based on the information Lord Abbett deems 
reliable; however, Lord Abbett does not warrant the accuracy and completeness of the information. Investors should consult 
with a financial advisor prior to making an investment decision.

Investors should carefully consider the investment objectives, risks, charges, and expenses of the Lord Abbett Funds. This 
and other important information is contained in the Fund’s summary prospectus and/or prospectus. To obtain a prospectus 
or summary prospectus on any Lord Abbett mutual fund, contact your investment professional, Lord Abbett Distributor 
LLC at 888-522-2388 or visit us at lordabbett.com. Read the prospectus carefully before you invest.

For more information, visit us at lordabbett.com.
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