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A Word On The Markets Performance Summary

A number of events unsettled the markets in the first quarter, including: The Federal Open Market 
Committee (FOMC) continuing to raise interest rates, the regional bank crisis in March, surprisingly 
strong economic data and, of course, volatility. Fortunately, the municipal market was able to deflect the 
volatility to some degree and ended the quarter on a strong note. The Bloomberg Municipal Bond Index 
posted a 2.78% total return for the period, while the high‑yield portion of the muni market was up 2.73%.
Equity markets posted some impressive gains, with the S&P 500 Index rising 7.50% for the quarter. After 
raising its benchmark federal funds rate by 425 bps in 2022, the FOMC continued its rate‑hiking regime, 
raising rates by 0.25% in both February and March, ultimately ending the quarter at a range of 4.75% 
to 5.00%. Current probabilities are essentially split 50/50 on whether the FOMC will hike again at its 
May meeting and we expect continued volatility around this issue as there will be many more economic 
releases before then. Two‑year U.S. Treasury rates moved substantially lower during the quarter, primarily 
driven by the banking stress in March, however, they closed the period well off their lows. Two‑year, 
10‑year and 30‑year U.S. Treasury yields finished lower by 40bps, 40bps and 33bps, respectively. The 2‑10 
year part of the curve remains inverted at a spread of ‑56bps.
Inflation continued to fall as the Consumer Price Index was reported at 6% year‑over‑year with February’s 
report and will continue, along with unemployment, to be a key determinant of next steps for the 
Federal Reserve.
After a strong 4Q22, munis continued their march higher in 1Q23 with a 2.78% return, predominantly 
driven by March’s 2.22% move higher. Municipal bonds underperformed their taxable counterparts, 
however, with the Bloomberg US Aggregate Bond Index up 2.96%, the Bloomberg US Corporate Bond 
Index up 3.50%, and the ICE®BofA® 10‑year US Treasury (UST) index gaining 3.70%. The muni curve was 
also inverted during the quarter—a very rare occurrence. It was not as extreme as the UST curve, but the 
spread between two‑year and 10‑year munis was ‑11bps. Two‑year AAA muni yields were lower by 22bps, 
10‑year yields were down 36bps and 30‑year AAA muni yields declined ‑28bps.
Just like the market, municipal mutual fund demand was choppy across the first three months of the 
year. Flows ultimately ended lower and, according to Lipper, as of March 29 combined weekly and 
monthly reporting municipal mutual funds had outflows on a year‑to‑date basis of negative $1.7 billion. 
On the supply side of the technical picture, new issuance, according to BofA Global Research, was about 
$73 billion, which is lower by 25% year‑over year. Tax‑exempt issuance was lower by 23%, while taxable 
issuance was down 29% for the quarter.
For the quarter, the long end of the muni market outperformed. The Bloomberg Long 22+ Year Muni 
Bond Index was up 4.27% and the 10‑year index was higher by 2.76%. The front end of the market, 
as measured by the 1‑year index, returned 1.06%. The BBB portion of the credit spectrum posted the 
strongest return at 3.61%, while AAA munis were higher by 2.50% and the Bloomberg High Yield Muni 
Bond Index was up 2.73%. After a very challenging year in 2022 for taxable munis, the Bloomberg Taxable 
Muni Bond Index rebounded during the quarter with a 5.21% return.

In the first quarter the Parametric 
TABS Short‑Term Municipal Bond Fund 
outperformed the Bloomberg Municipal 
Managed Money 1‑7 Year Bond Index 
(the Index) at NAV by 0.45%.  Fund turnover 
for the period was approximately 31%.

 ■ The Fund’s coupon structure selection 
and relative value trading positively 
contributed to relative performance during 
the quarter.

 ■ The Fund’s overweight exposure to the 
hospital sector negatively contributed to 
relative performance during the period.

 ■ The Fund is higher quality than most 
peers and seeks to add value through 
skillful active management, particularly in 
times of market volatility or dislocations. 
Generally, managers employ various 
techniques in pursuit of total return 
including credit quality management, 
yield curve positioning, relative value 
trading and sector selection ‑ a 
crossover trade between tax‑exempt and 
taxable securities.

% Average Annual Total Returns As of (03/31/2023)

Q1 YTD 1 Year 3 Years 5 Years 10 Years

A Shares at NAV 2.24 2.24 1.94 0.21 1.53 1.10

A Shares with Max. 3.25% Sales Charge ‑1.13 ‑1.13 ‑1.37 ‑0.89 0.87 0.77

Return After Taxes on Dist 
w/Max Sales Charge — — ‑1.39 ‑1.16 0.70 0.62

Return After Taxes on Dist & Sales of Fund 
Shares w/Max Sales Charge — — ‑0.11 ‑0.61 0.87 0.78

Benchmark 1 1.79 1.79 1.85 0.28 1.48 1.33

Benchmark 2 1.93 1.93 1.75 0.70 1.73 1.64

Benchmark 1:Bloomberg Municipal Managed Money 1‑7 Year Bond Index
Benchmark 2:Bloomberg 5 Year Municipal Bond Index

Fund Facts
Class A Inception 03/27/2009 
Performance Inception 12/31/1998 
Class A Expense Ratio 0.70%

Past performance is no guarantee of future results. Investment return and principal value will fluctuate so that shares, when redeemed, 
may be worth more or less than their original cost. Performance is for the stated time period only; due to market volatility, the Fund’s 
current performance may be lower or higher than quoted. For the Fund’s performance as of the most recent month‑end, please refer 
to eatonvance.com. Returns are historical and are calculated by determining the percentage change in net asset value (NAV) with all 
distributions reinvested. Returns for other classes of shares offered by the Fund are different. Performance less than or equal to one year 
is cumulative. 

After‑tax returns are calculated using certain assumptions, including using the highest individual federal income tax rates in effect at the 
time of the distributions and do not reflect the impact of state/local taxes. Actual after‑tax returns depend on a shareholder’s tax situation 
and the actual characterization of distributions and may differ from those shown. After‑tax returns are not relevant to shareholders who 
hold shares in tax‑deferred accounts or shares held by nontaxable entities. Return After Taxes on Distributions may be the same as Return 
Before Taxes for the same period because no taxable distributions were made during that period. Return After Taxes on Distributions and 
Sale of Fund Shares may be greater than or equal to Return After Taxes on Distributions for the same period because of losses realized on 
the sale of Fund shares. Before‑tax and after‑tax returns for other classes of shares offered by the Fund are different.

Portfolio profile subject to change due to active management. Percentages may not total 100% due to rounding.
 1 Source: Fund prospectus.
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DEFINITIONS

S&P 500 Index is an unmanaged index of large‑cap stocks commonly used as a measure of U.S. stock market performance. Bloomberg 
Municipal Bond Index is an unmanaged index of municipal bonds traded in the U.S. Bloomberg 10 Year Municipal Bond Index is an unmanaged 
index of municipal bonds traded in the U.S. with maturities ranging from 8‑12 years. Bloomberg U.S. Corporate Bond Index measures the 
performance of investment‑grade U.S. corporate securities with a maturity of one year or more. ICE® BofA® 10-Year U.S. Treasury Index is an 
unmanaged index of long‑term U.S. Treasury securities. Bloomberg Long (22+) Year Municipal Bond Index is an unmanaged index of 
municipal bonds traded in the U.S. with maturities of 22 years or more. Bloomberg High Yield Municipal Bond Index is an unmanaged index 
of non‑Investment Grade Municipal bonds traded in the U.S. Unless otherwise stated, index returns do not reflect the effect of any applicable 
sales charges, commissions, expenses, taxes or leverage, as applicable. It is not possible to invest directly in an index. Historical performance 
of the index illustrates market trends and does not represent the past or future performance of the fund. 

RISK CONSIDERATIONS The value of investments held by the Fund may increase or decrease in response to economic, and financial events 
(whether real, expected or perceived) in the U.S. and global markets. There generally is limited public information about municipal issuers. As 
interest rates rise, the value of certain income investments is likely to decline. Investments in debt instruments may be affected by changes in 
the creditworthiness 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. The Fund is exposed to 
liquidity risk when trading volume, lack of a market maker or trading partner, large position size, market conditions, or legal restrictions impair 
its ability to sell particular investments or to sell them at advantageous market prices. The impact of the coronavirus on global markets could 
last for an extended period and could adversely affect the Fund’s performance. No fund is a complete investment program and you may lose 
money investing in a fund. The Fund may engage in other investment practices that may involve additional risks and you should review the 
Fund prospectus for a complete description. 

The views and opinions and/or analysis expressed are those of the author or the investment team as of the date of preparation of this material 
and are subject to change at any time without notice due to market or economic conditions and may not necessarily come to pass. Furthermore, 
the views will not be updated or otherwise revised to reflect information that subsequently becomes available or circumstances existing, or 
changes occurring, after the date of publication. The views expressed do not reflect the opinions of all investment personnel at Morgan Stanley 
Investment Management (MSIM) and its subsidiaries and affiliates (collectively the “Firm”) or the views of the firm as a whole, and may not be 
reflected in all the strategies and products that the Firm offers. 

Forecasts and/or estimates provided herein are subject to change and may not actually come to pass. Information regarding expected market 
returns and market outlooks is based on the research, analysis and opinions of the authors or investment team. These conclusions are 
speculative in nature, may not come to pass and are not intended to predict the future performance of any specific strategy or product the 
Firm offers. Future results may differ significantly depending on factors such as changes in securities or financial markets or general economic 
conditions. 

This material has been prepared on the basis of publicly available information, internally developed data and other third‑party sources 
believed to be reliable. However, no assurances are provided regarding the reliability of such information and the Firm has not sought to 
independently verify information taken from public and third‑party sources.

Investment Outlook And Fund Positioning

As with past investment outlooks, particularly over the last year, we believe 
U.S. Treasury and municipal interest‑rate volatility is likely to persist, as in our 
view, there seems to be a mild dislocation between what the FOMC is saying 
and what the markets believe they are saying — or what the markets want 
them to say. To be fair, the regional banking stress in March threw markets for 
a spin, but the Fed ultimately did raise rates in March. There will be a number 
of items to watch during the next quarter, such as and certainly not limited 
to: the FOMC’s rate policy; economic data — particularly inflation gauges, 
unemployment rate and nonfarm payrolls; global social unrest; and possible 
further stress within the U.S. regional banking sector.
In terms of technicals, we will be keeping a close eye on muni mutual fund 
flows. If you recall, 2022 was the worst year ever on record for outflows from 
muni funds, and as tax‑loss harvesting slowed entering the new year, we will 
be eager to see if outflows can slow or, better yet, find a reversal to inflows. 
Current yield levels certainly present a buying opportunity, but we appreciate 
that that there is an unprecedented amount of volatility. We will also be 

watching the new‑issue market closely. After a light first quarter for new 
issuance in 2023, expectations for year‑end supply have moved lower, but 
with nine months of the year left we could see an uptick, especially if yields 
move meaningfully lower.
Municipal bond exposure may help stabilize portfolios if investor appetite 
shifts to relative safe‑haven assets, particularly as the worry of a U.S. 
recession remains on market participants’ minds. We are actively assessing 
ratios of tax‑exempt municipals to Treasurys, taxable municipals and 
investment grade corporate bonds. At current valuations, municipals 
appear relatively attractive at every level for all muni buyers, which could 
provide some continued much‑needed support for the market entering 
into the second quarter. Finally, as rates remain near multi‑year — and 
in some instances decades‑long — highs, today’s environment could 
prove worthwhile for adding to muni exposure, particularly for the 
longer‑term‑minded investor.

Detractors
 ■ Factors detracting from the Fund’s relative performance compared to 
the Index during the quarter:

 ■ The Fund’s overweight exposure to the hospital sector weighed on 
relative performance during the period. This market segment trailed 

the broader Index during the period, as increased labor costs and 
other factors were headwinds for the sector during the quarter.

Contributors
 ■ Factors contributing to the Fund’s relative performance compared to the Index during 
the quarter:

 ■ The Fund’s overweight exposure to 4% coupon structure securities was additive to relative 
performance during the period. The securities with this coupon structure, especially those 
purchased at a discount, outperformed other coupon structures and the broader Index during 
the quarter.

Credit Quality (%) 2 

AAA 50.72

AA 37.33

A 11.69

Not Rated 0.25
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This material is a general communication, which is not impartial and all information provided has been prepared solely for informational and 
educational purposes and does not constitute an offer or a recommendation to buy or sell any particular security or to adopt any specific 
investment strategy. The information herein has not been based on a consideration of any individual investor circumstances and is not 
investment advice, nor should it be construed in any way as tax, accounting, legal or regulatory advice. To that end, investors should seek 
independent legal and financial advice, including advice as to tax consequences, before making any investment decision.

Charts and graphs provided herein are for illustrative purposes only. Past performance is no guarantee of future results. 

The indexes are unmanaged and do not include any expenses, fees or sales charges. It is not possible to invest directly in an index. Any index 
referred to herein is the intellectual property (including registered trademarks) of the applicable licensor. Any product based on an index is in 
no way sponsored, endorsed, sold or promoted by the applicable licensor and it shall not have any liability with respect thereto. 

Eaton Vance and Parametric are part of Morgan Stanley Investment Management. Morgan Stanley Investment Management is the asset 
management division of Morgan Stanley.

The views expressed in this report are those of portfolio manager(s) and are current only through the date stated at the top of this page. These 
views are subject to change at any time based upon market or other conditions, and Eaton Vance disclaims any responsibility to update such 
views. These views may not be relied upon as investment advice and, because investment decisions are based on many factors, may not be 
relied upon as an indication of trading intent on behalf of any Eaton Vance fund. This commentary may contain statements that are not 
historical facts, referred to as “forward looking statements”. The Fund’s actual future results may differ significantly from those stated in any 
forward‑looking statement, depending on factors such as changes in securities or financial markets or general economic conditions, the 
volume of sales and purchases of Fund shares, the continuation of investment advisory, administrative and service contracts, and other risks 
discussed from time to time in the Fund’s filings with the Securities and Exchange Commission. Bloomberg U.S. Aggregate Bond Index is an 
unmanaged index of domestic investment‑grade bonds, including corporate, government and mortgage‑backed securities.
 2 Percent of bond holdings. Ratings are based on Moody’s, S&P or Fitch, as applicable. If securities are rated differently by the ratings 
agencies, the highest rating is applied. Ratings, which are subject to change, apply to the creditworthiness of the issuers of the underlying 
securities and not to the Fund or its shares. Credit ratings measure the quality of a bond based on the issuer’s creditworthiness, with ratings 
ranging from AAA, being the highest, to D, being the lowest based on S&P’s measures. Ratings of BBB or higher by S&P or Fitch (Baa or 
higher by Moody’s) are considered to be investment‑grade quality. Credit ratings are based largely on the ratings agency’s analysis at the 
time of rating. The rating assigned to any particular security is not necessarily a reflection of the issuer’s current financial condition and 
does not necessarily reflect its assessment of the volatility of a security’s market value or of the liquidity of an investment in the security. 
Holdings designated as “Not Rated” are not rated by the national ratings agencies stated above.
Please consider the investment objectives, risks, charges and expenses of the funds carefully before investing. The 
prospectuses contain this and other information about the funds. To obtain a prospectus for the Eaton Vance Funds 
please download one at https://funds.eatonvance.com/open-end-mutual-fund-documents.php or contact your financial 
professional. Please read the prospectus carefully before investing.


