
While the media focuses on the Detroit bankruptcy…
things aren’t so okey dokey in other cities and states.  
Chicago should be in your cross hairs.  Between 

Chicago’s appalling murder rate, blubbery unfunded pensions 
and ratings downgrades, don’t touch this credit with a 10-foot 
pole. 
 People who 
invest in municipal 
bonds usually want two 
things:  Capital pres-
ervation and predict-
able, tax free income.  
Period.  They aren’t 
looking for total return; 
they aren’t heat-seek-
ing missiles locked on 
beating market indices.  
Do-it-yourself inves-
tors are just trying to 
maximize their income 
stream with paying 
the lowest or no tax if 
possible.  That’s their 
focus.  So investors 
should not listen to 
the yield-seeking 
professionals quoted 
on financial television 
or in multiple print 
publications.  The pros 
are trying to beat their indices.  They’re trying to lure investors 
into their funds with yields that individuals cannot obtain on their 
own. 
 Here are a few specifics:  Municipal bond fund manag-
ers have been touting Detroit Water & Sewer bonds.  The bonds 
are money good and not part of the unsecured debt they say.  I 
say they are fraught with headline risk and at last look, liquidity 
isn’t all that great for the do-it-yourselfer.
 Then there’s all the murmuring about how Puerto Rico 
municipal yields are too cheap to pass up.  Puerto Rico Gener-
al Obligation bonds are one step above junk, sport a negative 
outlook, unemployment as of June was 13.2% and according to 

Bloomberg, Puerto Rico’s pension liability as a percentage of 
revenue is 234%.  Now, with a population of 3.7 million how do 
you grow your way out of that?  It cannot be done.
 The cover article in the Economist discusses the fact that 
so many of the pension and health care promises made to public 

employees are not af-
fordable no matter what 
kind of state constitu-
tional protections they 
have. 
 You may be think-
ing that some states 
could step in to help 
their ailing cities.  Well, 
that certainly wasn’t on 
Michigan’s “To Do” 
list.  And shouldn’t 
Illinois help Chicago?  
That’s a bad joke.  The 
Illinois state legisla-
ture is so incompetent, 
so incapable of deci-
sion-making that Chi-
cago would be better 
off consulting an Ouija 
board.
 Clearly, radical 
pension and healthcare 
reforms are needed, on 
both the state and city 

levels.  Individual investors should continue to focus on excellent 
quality revenue bonds of all types:  Water, sewer, highway, PIT 
(personal income tax), sales tax revenue muni bonds.  Detroit is 
the beginning of the great American pension restructure.  It will 
be lengthy, nerve wracking and prophetic.  Stay focused. 
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     Marilyn Cohen is one of the financial community’s most respected fixed income secu-
rities experts. She has been a Forbes magazine columnist for 18 years and is author of 
Surviving the Bond Bear Market:  Bondland’s Nuclear Winter published by John Wiley 
& Sons, Inc.  Marilyn is a sought after expert appearing on Nightly Business Report, 
CNBC, Fox Business News, National Public Radio and other business shows as well 
a frequent authoritative source for the Wall Street Journal, New York Times and Bar-
ron’s. She is the CEO of Envision Capital Management, Inc. a money management firm 
specializing in separately managed fixed income portfolios for individuals. Minimum 
account size is $500,000.
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