
     Municipal bonds are bonds sold by state and local governments which pay 
interest that is not taxed.  These governments then use this money for local 
projects such as roads, schools or general budget items.  The interest rates that 
they pay are usually less than that paid on corporate bonds, because the 
municipal bonds’ interest is federal tax-free (and also state tax-free if the bond is 
from your home state). This can result in better after-tax returns for those people 
in higher tax brackets. 
  
     For example, if a SC municipal bond is paying 5% double tax-free (federal 
and state) interest, that is actually worth 7.69% in total return for someone in the 
35% tax bracket, because you don’t have to pay the taxes on the interest.  In 
other words, you would have to get better than a 7.69% return on a corporate 
bond or CD to get a better return because you have to pay taxes on the 
corporate bond or CD interest.  On a $10,000 tax free bond at 5%, you are 
making $500 per year tax free.  On a 7.69% corporate bond or CD, you would 
make $769 interest and pay $269 in taxes for total of the same $500 profit. 
  
     Since there are few corporate bonds and no CDs paying that kind of interest, 
the tax- free municipals are a better deal for higher income people.  In addition, 
the risks are lower on municipals than corporates, because the municipals are 
backed by the state, which can raise taxes if they need the money to pay off the 
bonds.  Their ratings are usually AAA and often the bonds are insured. 
  
     If you are in lower tax brackets, the corporate bonds may be the best 
deal.  We can calculate which bonds will be best for you. 
  
     If you would like some excellent tax-free interest, please contact us. 
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