
Fund data based on Institutional shares, which may not be available to all investors. Other share classes may vary.

Performance data quoted represents past performance and is no guarantee of future results. Investment returns and principal
values may fluctuate so that an investor’s shares, when redeemed, may be worth more or less than their original cost. All returns
assume reinvestment of all dividend and capital gain distributions. Current performance may be lower or higher than that shown.
Refer to blackrock.com for recent performance. 
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Fund yields as of 03/31/24

Subsidized Unsubsidized

30-day SEC yield 3.18% 3.12%

Tax-equivalent yield 5.37% 5.27%

30-day SEC yield reflects the income earned by an investor in 
the fund during a 30-day period after deducting the fund’s 
expenses. Unsubsidized SEC yield represents what a fund’s 
30-day SEC yield would have been had no fee waiver or 
expense reimbursement been in place over the period. Tax 
equivalent yield represents the yield a taxable bond would 
have to earn in order to match, after taxes, the yield available 
on a tax-exempt municipal bond. Assumes a federal tax rate 
of 40.8% and does not account for any other taxes. 
Individuals’ tax burden will vary.

Active duration management
The fund’s duration (sensitivity to interest rate movements) ranged between 7.7 and 7.9 years, driven by both yield curve 
positioning and a slight interest rate hedge early in the month, as strong relative muni performance negated the desire 
to hedge at the current levels.

Monthly data since inception of the fund’s strategy (1/27/14). Duration is a measure of sensitivity to interest rate movements. As a general rule, for every 1% change in interest
rates, a bond’s price will change approximately 1% in the opposite direction for every year of duration. Therefore, when interest rates rise, bonds with shorter duration fare better.
When interest rates fall, bonds with longer duration tend to outperform. *Index comprised of BBG Muni 75% Investment Grade + 20% Muni High Yield + 5% Muni Taxable. Prior to 
October 1, 2021 benchmark was S&P Municipal Bond Index.
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The fund offers compelling income

 Strategic Municipal Opportunities Fund = 7.86 years 
 BBG Muni Custom Index* = 6.36 years



Performance: Municipal bonds posted marginally 
negative performance in March amid heightened macro 
uncertainty. The fund outperformed both the Bloomberg 
Municipal Bond Index and its peers 

▲ Contributors: Interest rate hedges, O/W project 
finance, O/W long dated maturities (25+ years), O/W 
non-rated and BB-rated credits 
▼ Detractors: Cash, Long duration stance, overweight A-
rated, overweight 18-25-year maturities

Positioning: Trading activity focused on increasing yields, while 
selling out of longer-dated maturities to raise cash.

▲ Increased Duration, A-rated and above, non-rated, school 
districts, utilities, and corporate-backed, 25+ maturities
▼ Decreased: Cash, BBB and BB-rated, housing, and education, 
and 9-10 and 18-25-year maturities
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Compelling returns through all rate environments (%)

Strategic Municipal Opportunity Fund Bloomberg Muni Bond Index U.S. Long Muni Category

Dynamic credit quality allocation
The fund remains neutral to high yield with about 20% exposure while using cash, and sales of BBB and BB-rated credits 
to fund purchases of higher investment grade credits (AAA, AA, and A-rated). 

The fund itself has not been rated by an independent rating agency. Credit quality ratings on underlying securities of the fund are received from S&P, Moody’s and Fitch and
converted to the equivalent S&P major rating category. This breakdown is provided by BlackRock and takes the median rating of the three agencies when all three agencies rate a
security; the lower of the two ratings if only two agencies rate a security and one rating if that is all that is provided. Unrated securities do not necessarily indicate low quality. Below
investment-grade is represented by a rating of BB and below. Ratings and portfolio credit quality may change over time.

25+20-2515-206-8 8-103-60-3Cash 10-12 12-15

Years to maturity
Net

derivatives

4.98 2.19
6.14 6.78

2.08 2.56 4.94

19.43
25.13 26.65

-2.53

Change 
from 

02/29

Historical

High Low

 Cash -1.1% 12.3% -3.0%

High quality 1.1 97.1 67.0
 AAA 0.7 17.6 4.5
 AA 0.7 47.9 28.5
 A 0.3 27.0 14.4
 BBB -0.6 19.9 2.6

High yield 0.0 27.8 14.0
 BB -0.4 8.8 2.9
 B 0.0 10.2 0.3
 CCC 0.0 4.7 0.0
 Not rated 0.3 21.9 3.8
 Net derivatives 0.0 -0.2 -11.1

Tactical yield curve positioning
Trade activity was focused on pairing back exposure to maturities dated 9-10, and 18-20-years while increasing exposure to 
maturities dated 1-2, 15-18, and 25+ years.

Rising rates (%)

-2.41
-2.81

-3.20

1.75
1.19

1.37
1.85

2.79 2.93

2.64
2.73

2.60

Flat (%) Falling rates (%) Since Inception (%)

Performance is category, fund or index average in given time frames. Rising, Flat, and Falling rate periods are calculated us ing a proprietary methodology that 
chooses periods based off specific parameters BlackRock deems sufficient to categorize periods as rising, flat and falling. S ource: Morningstar as of 3/31/2024. 
based on Institutional shares of the fund.  *Data is from January 27 2014 ,when the fund was repurposed as a flexible strateg y, to March 31 2024..
 Rising Rates: Counts period if <= 60 day period with at least a 40 bp increase in 10 -year treasury from start date to end date. 01/30/2015 to 03/06/2015, 
04/03/2015 to 06/10/2015, 09/07/2016 to 11/30/2016, 09/07/2017 to 10/26/2017, 11/06/2017 to 1/30/2018, 08/20/2018 to 
10/10/2018, 08/28/2019 to 09/13/2019, 10/04/2019 to 12/23/2019, 03/09/2020 to 03/18/2020, 10/14/2020 to 01/11/2021, 
01/27/2021 to 04/05/2021, 08/03/2021 to 10/21/2021, 12/17/2021 to 03/14/2022, 03/01/2022 to 05/06/2022, 08/01/2022 to 
10/24/2022, 12/7/2022 to 12/28/2022, 01/18/2023 to 03/02/2023, 05/11/2023 to 08/03/2023, 7/19/2023 to 9/27/2023, 8/9/2023 to 
10/19/2023, 12/28/2023 to 2/22/2024. 
Flat Rates: Ending date rate must be within +/- 2 bps of start date rate, period must be at least 30 days and no more than 90 days (business days), variance of 
rate in the periods must be +/- 15 bps from start date rate on each date over the period (ensures minimal volatility over the pe riod as a whole). 01/30/2014 to 
04/29/2014, 05/16/2014 to 09/30/2014, 10/22/2014 to 12/08/2014, 08/03/2015 to 10/30/2015, 11/04/2015 to 12/31/2015, 
02/02/2016 to 03/28/2016, 03/30/2016 to 05/31/2016, 06/16/2016 to 08/31/2016, 12/9/2016 to 1/31/2017, 02/06/2017 to 
03/31/2017, 04/18/2017 to 06/21/2017, 06/22/2017 to 08/30/2017, 09/29/2017 to 11/28/2017 , 02/02/2018 to 04/17/2018, 
05/30/2018 to 07/19/2018, 07/31/2018 to 9/12/2018, 12/31/2018 to 03/06/2019, 06/03/2019 to 07/30/2019, 10/21/2019 to 
12/05/2019, 03/30/2020 to 05/28/2020, 06/11/2020 to 08/24/2020, 08/27/2020 to 10/15/2020, 11/03/2020 to 12/31/2020, 
03/08/2021 to 06/02/2021, 07/07/2021 to 09/22/2021, 09/28/2021 to 11/19/2021. 
Falling Rates: Counts period if <=60 day period with at least a 40 bp decline in 10-year treasury rate from start date to end date. 12/31/2013 to 
03/03/2014, 09/18/2014 to 10/15/2014, 11/06/2014 to 02/02/2015, 06/10/2015 to 08/24/2015, 11/09/2015 to 01/29/2016, 
03/13/2017 to 05/31/2017, 11/08/2018 to 12/31/2018, 03/07/2019 to 05/31/2019, 06/10/2019 to 08/28/2019, 11/08/2019 to 
01/31/2020, 02/05/2020 to 04/21/2020, 05/12/2021to 07/19/2021, 06/14/2022 to 08/01/2022, 10/24/2022 to 01/18/2023, 
03/02/2022 to 04/05/2023, 7/7/2023 to 7/19/2023, 8/21/2023 to 8/31/2023, 10/20/2023 to 12/27/2023. 

.

% Change
since 02/29

 1.13 0.38  0.57  3.16 0.10 0.27 0  0.021.94

% of notional 
value1 as of 
03/31/24

 0.09 2.72
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Correlation 
to fund

Annualized 
volatility

BlackRock Strategic 
Municipal Opportunities

1.0 5.9

S&P 500 Index 0.5 15.1

Bloomberg Muni Bond 
Index

0.9 5.0

Bloomberg High Yield 
Muni Index 

0.9 7.7

As of 03/31
Change since 

last month

School Dist. 6.18 0.69

Utilities 20.54 0.51

Corp Muni 11.41 0.37

Other Industries 5.05 0.20

Tobacco 2.13 0.19

Health 5.66 0.10

Local Tax-Backed 11.93 0.06

State Tax-Backed 13.70 0.02

PreRe/Escrow 0.06 0.00

Derivatives -2.53 0.02

Transport 10.29 0.17

Education 4.97 0.19

Housing 4.00 0.69

Cash 4.98 1.13

Diversification benefits of the fund

Source: Morningstar, as of 03/31/24. Monthly data since strategy inception (1/27/14).
Fund data based on Institutional shares. Past correlations are no guarantee of future
correlations. Annualized volatility is the standard deviation of returns. S&P 500 Index
comprises large-capitalization U.S. equities. BBG Municipal Bond Index measures the 
U.S. municipal market performance of bonds issued by states or municipalities. All 
bonds in the index are exempt from U.S. federal income taxes or subject to the 
alternative minimum tax. The BBG High-Yield Municipal Bond Index consists of 
bonds in the BBG Municipal Bond Index that are not rated or are rated below 
investment grade.

Selective sector allocation
% of notional value1

Market overview
Municipal bonds posted marginally negative performance in 
March amid heightened macro uncertainty. Interest rates 
were volatile but ended slightly firmer as stronger-than 
expected economic data was counterbalanced by dovish 
guidance from the Federal Reserve. Municipals 
underperformed comparable Treasuries across the curve, 
bogged down by rich valuations and weakening supply-and 
demand dynamics. Lower-rated credits and the 15-year part 
of the yield curve performed best. Issuance, propelled by 
several large deals, increased to $36 billion in March and 
outpaced reinvestment income from maturities, calls, and 
coupons by over $12 billion. Deals were oversubscribed just 
4.0 times on average, below the year-to-date average of 4.5 
times, with higher-quality issues struggling even more. 
Luckily, demand remained firm, with the asset class 
garnering consistently positive mutual fund flows. 

Outlook 
Looking ahead, April has been one of the worst-performing 
months over the past five years, which we believe warrants 
continued caution. We anticipate that seasonal supply and 
demand dynamics will remain a near-term headwind. 
Issuance is expected to tick up in April, while reinvestment 
income is expected to further decline, exacerbating the onus 
of net positive supply. At the same time, demand tends to 
wane mid-month as investors raise cash to fund their tax 
bills. Amid this backdrop, we remain patient, but would view 
any material cheapening as an opportunity to put money to 
work at more attractive levels. 

Positioning 
While we believe the fund is well positioned, we continue to 
pursue measures designed to increase income, while 
seeking opportunities to create alpha. The recent broader 
market volatility underscores the need for specialized 
investment management expertise. 

In March, the fund’s duration increased slightly, largely 
driven by spending down cash and increasing exposure to 
longer maturity bonds. The fund  ended the month with a 
duration ~1.5 years longer than that of its benchmark. The 
fund reduced its underweight to high-investment grade 
bonds, while exposure to BBB-rated was reduced, and the 
neutral weight to below investment grade was maintained. 
Management spent cash by focusing long-dated paper (15-
18, and 25+ years) within sectors such as school districts, 
utilities, and corporate-backed. We remain overweight 
utilities, project finance, and pre-pay gas, while underweight 
tax-backed, school districts, pre-refunded, healthcare, and 
education.

The fund’s investment process has proven effective as a 
long-term strategy through various rate and credit 
environments. The fund’s flexible strategy enables us to take 
advantage of unique buying opportunities created by 
dislocations in the market.
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Performance data quoted represents past performance and is no guarantee of future results. Investment returns and principal values 
may fluctuate so that an investor’s shares, when redeemed, may be worth more or less than their original cost. All returns assume 
reinvestment of dividends and capital gains. Current performance may be lower or higher than that shown. Refer to blackrock.com 
for most recent month-end performance. Share classes have different sales charges, fees and other features. Returns with sales 
charge reflect the deduction of current maximum initial sales charge of 4.25% for Investor A shares. Institutional shares have no 
front- or back-end load, limited availability and may be purchased at various minimums. See prospectus for details. The fund’s returns 
prior to January 27, 2014 are the returns of the fund when it followed different investment strategies under the name “BlackRock 
Intermediate Municipal Fund.” Investment returns reflect total fund operating expenses, net of all fees, waivers and/or expense 
reimbursements. Expenses as stated in the fund’s most recent prospectus for Institutional shares/Investor A shares: Total 0.84%/1.05%; 
Net, Including Investment Related Expenses (dividend expense, interest expense, acquired fund fees and expenses and certain other fund 
expenses): 0.79%/1.00%. Institutional and Investor A shares have contractual waivers with an end date of 6/30/25, terminable upon 90 
days’ notice. Index performance is shown for illustrative purposes only. It is not possible to invest directly in an unmanaged index.

Net, excluding investment-related expenses for Institutional/Investor A shares: 0.60%/0.81%.

Important risks: The fund is actively managed and its characteristics will vary. Bond values fluctuate in price so the value of 
your investment can go down depending on market conditions. Fixed income risks include interest-rate and credit risk. 
Typically, when interest rates rise, there is a corresponding decline in bond values. Credit risk refers to the possibility that the 
bond issuer will not be able to make principal and interest payments. There may be less information on the financial condition 
of municipal issuers than for public corporations. The market for municipal bonds may be less liquid than for taxable bonds. 
Some investors may be subject to Alternative Minimum Tax (AMT). Capital gains distributions, if any, are taxable. The fund may 
use derivatives to hedge its investments or to seek to enhance returns. Derivatives entail risks relating to liquidity, leverage and 
credit that may reduce returns and increase volatility. Obligations of U.S. govt. agencies are supported by varying degrees of 
credit but generally are not backed by the full faith and credit of the U.S. govt. Non-investment-grade debt securities (high- 
yield/junk bonds) may be subject to greater market fluctuations, risk of default or loss of income and principal than higher 
rated securities. Short-selling entails special risks. If the fund makes short sales in securities that increase in value, the fund 
will lose value. Any loss on short positions may or may not be offset by investing short-sale proceeds in other investments.

The opinions expressed are those of the fund’s portfolio management team as of March 31, 2024, and may change as subsequent conditions vary. Information and opinions are derived 
from proprietary and nonproprietary sources deemed by BlackRock to be reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy.
1 Notional value accounts for a fund’s use of derivatives, including but not limited to futures, options, and swaps. This value captures the fund exposures as if the derivative was replaced 
with the underlying asset and the corresponding financing or lending, such that all exposures sum to the net asset value. For non-derivatives, the market value and the notional value are  
identical.  * The Bloomberg Municipal Bond Index is a benchmark that is designed to track the U.S. long term tax-exempt bond market, including state and local general obligation bonds, revenue 
bonds, pre-refunded bonds, and insured bonds.

You should consider the investment objectives, risks, charges and expenses of the fund carefully before investing. The 
prospectus and, if available, the summary prospectus contain this and other information about the fund and are available, 
along with information on other BlackRock funds, by calling 800-882-0052 or from your financial professional. The 
prospectus should be read carefully before investing.

© 2024 BlackRock, Inc or its affiliates. All Rights Reserved. BLACKROCK is a trademark of BlackRock, Inc. or its affiliates. All other trademarks are those of their respective owners.

Prepared by BlackRock Investments, LLC, member FINRA.

Not FDIC Insured • May Lose Value • No Bank Guarantee

Lit No. SMO-COM-0324

Average annual total returns (%) as of 03/31/24

1 month
(not annualized)

YTD
(not annualized) 1 year 3 years 5 years 10 years

Institutional 0.38 0.93 4.08 -1.01 0.78 2.48

Investor A (without sales charge) 0.27 0.78 3.77 -1.22 0.56 2.26

Investor A (with sales charge) -3.99 -3.50 -0.64 -2.64 -0.31 1.81

Morningstar Municipal National 
Intermediate Funds Avg.

0.13 0.23 4.25 -0.97 1.34 2.62

BBG Municipal Bond Index* 0.00 -0.39 3.13 -0.41 1.59 2.66
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