Timely insights fro m
portfolio managers
and industry experts
on key financial,
economic and political
issues.

The views expressed in these posts are those of the authors and are current only through the date
stated. These views are subject to change at any time based upon market or other conditions, and
Eaton Vance disclaims any responsibility to up date such views. These views may not be relied upon
as investment advice and, because investment decisions for Eaton Vance are based on many
factors, may not be relied upon as an indication of trading intent on behalf of any Eaton Vance
strategy. The discussion herein is general in nature and is provided for informational purposes only.
There is no guarantee as to its accuracy or completeness.

N O V E M B E R 12 , 2 0 21

Municipal Bonds

Infrastructure Bill Boosts Spending on Muni Sectors,
But Not Everything on Our List
Boston - Late on November 5, Congress passed the Bipartisan Infrastructure
Deal, to be kno wn as the Infrastructure Investment and Jobs Act when signed by
President Biden. Of the $1.2 trillion sticker price, $550 billion is new spending1 on
top of funding already allocated. That leaves plenty to go into municipal sectors
over the next five years.
What's in the bill?
$110 billion for roads and brid ges
$ 9 0 billion for public transit
$73 billion for po wer infrastructure and clean energy transmission
$65 billion for broad band
$55 billion for clean water investment
$25 billion for airports
$17 billion for ports and water ways
$7.5 billion for electric vehicle (EV) chargers
Notably, the funding for public transit includes $66 billion for passenger rail —
the largest investment since the creation of Amtrak.2 Much of that is earmarked
for the Northeast Corridor to improve the Acela. But again, only $39 billion is
considered new money.
Public funding will build out the first national net w ork of EV chargers along
highways and in hard-to-reach communities, helping to encourage drivers to
switch to the new cars by 2 0 3 0. To get electricity to those chargers, $65 billion
will improve the po wer grid. Another $50 billion will fund climate change
resiliency, making sure that the electric grid w on't go do wn with the increase in
extreme weather —so we don't see a repeat of what happened in Texas last
winter.
Likewise, $55 billion to remediate lead pipes will help avoid another water crisis
like in Flint, Michigan. More community investment comes through extending
high-speed internet across the country, and $21 billion is allocated to the EPA's
Superfund and Bro wnfield cleanup programs.
What got left out?
Reinstating advance refunding of tax-exempt bonds and introducing new
taxable direct pay qualified infrastructure bonds (like the old Build America
Bonds) are among the muni-related provisions we were hoping to see. Those
proposals could have boosted the supply of both tax-exempt and taxable muni
bonds. That they were excluded from the final infrastructure bill is disappointing,
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"Reinstating advance
refunding of tax-exempt
bonds and introducing
new taxable direct pay
qualified infrastructure
bonds (like the old Build
America Bonds) are
among the muni-related
provisions we were
hoping to see."

since new issuance of taxable and tax-exempt bonds w ould help address the
supply/ demand imbalance experienced by the muni market over the past
18 months.
Bottom line: In our view, these are all critically important expenditures that are
needed in the U.S. We could argue whether the country can afford it, but
remember that half the spending in the bill is already on the books — f or
example, $ 2 0 0 billion left over from the 2 0 2 0 CARES Act and $87 billion fro m
sales of the wireless spectrum.
The Congressional Bud get Office has projected that the infrastructure bill will
increase the deficit by $256 billion over 10 years. To put that in perspective, the
U.S has a roughly $4 trillion annual federal bud get and nearly $30 trillion in
public debt outstanding,3 so ad ding $265 billion to the deficit to address our
country's infrastructure seems acceptable to us.
1. Wall Street Journal, "Biden Gets $1 Trillion Do wn Payment on Domestic Agenda; Obstacles
Loom for Spending Bill" by Nick Timiraos, Natalie Andrews and Ian Talley,
November 7, 2021.

2. White House, "FACT SHEET: The Bipartisan Infrastructure Deal Boosts Clean Energy Jobs,
Strengthens Resilience, and A dvances Environmental Justice," November 8, 2021.

3. Treasury.gov, "Debt to the Penny" as of November 9, 2021.

All investing involves risk, including the risk of loss.
An imbalance in supply and demand in the municipal market may result in
valuation uncertainties and greater volatility, less liquidity, widening credit
spreads and a lack of price transparency in the market. There generally is limited
public information about municipal issuers. Investments in income securities may
be affected by changes in the credit w orthiness of the issuer and are subject to
the risk of non-payment of principal and interest.
The value of income securities also may decline because of real or perceived
concerns about the issuer's ability to make principal and interest payments. As
interest rates rise, the value of certain income investments is likely to decline.
Investments involving higher risk do not necessarily mean higher return
potential. Diversification cannot ensure a profit or eliminate the risk of loss. Debt
securities are subject to risks that the issuer will not meet its payment
obligations. Lo w rated or equivalent unrated debt securities of the type in which
a strategy will invest generally offer a higher return than higher rated debt
securities, but also are subject to greater risks that the issuer will default.
Unrated bonds are generally regarded as being speculative.
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