2011 MUNICIPAL BOND ISSUANCE SURVEY
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Issuance Forecast HiﬁE;EEhts

$ Billions 2010 () 2011(f) % Change|
Tax-Exempt Municipal Issuance
Short-Term Municipal Notes (one year or less) 61.5 65.0 6%
Long-Term Municipal Bonds (more than one year) 276.0 300.0 9%
of which are Variable Rate Demand Obligations (VRDOs) 16.0 21.0 31%
Total 353.5 386.0 9%
Refunding as % of Total 25% 20% -20%

Taxable Municipal Issuance

Build America Bonds 108.0 82,5 -24%

Other Taxable Municipal Bonds (no tax credit) 249 24.0 -4%)

Tax Credit Municipal Bonds 1.0 1.0 0%

Total 1339 107.5 -20%
AMT

Total 4.8 6.0 26%
Total 4922 499.5 1%

of which are Long-Term Municipal Bonds 4147 413.5 0%

Respondents to the 2011 SIFMA Municipal Issuance Survey! expected total
municipal issuance, combining both taxable and tax-exempt debt in aggregate,
to total $499.5 billion in 2011, up slightly from their expectation of $492.2
billion in 2010. Excluding short-term notes, long-term issuance was also
expected to change little, a forecasted $414.7 billion total in 2011 compared
with $413.5 billion in 2010.

Projections for issuance in 2011 were predicated heavily on several
assumptions by Survey panelists, as a number of programs are slated to expire
in 2011 unless otherwise extended. Three-quarters of the panelists assumed the
Build America Bonds (BABs) program will be extended past 2010, although at
a lower subsidy rate (32 percent);? of those assuming an extension of the
BABs program, panelists were evenly split on the duration of the extension,
with half assuming a one-year extension and the other half assuming a two-
year extension.? Other assumptions on specific programs were that the bank-
qualified limit will be set to $30 million permanently and the alternative-
minimum tax (AMT) holiday will be continued. The survey was conducted
between November 16 and December 1, 2010, before it became likely that
Congtess would not extend the BABs program past 2010.

Survey respondents projected tax-exempt municipal issuance to total $386.0
billion in 2011, a 9.0 percent increase from the $353.5 billion estimated for
2010. Both short- and long-term tax-exempt municipal issuance were expected
to rise modestly in 2011 (6 and 9 percent, respectively). Long-term tax-exempt
municipal issuance was projected to be $300.0 billion in 2011, up 9 percent
from the $276 billion estimate for 20104, while short-term issuance was
projected to increase to $65 billion in 2011 from $61.5 billion for 2010.5
Refundings as a share of tax-exempt issuance were expected to decline to 20

percent in 2011, down from the 25 percent share expected in 2010.6

1 The survey was conducted from November 15 — December 2, 2010. The forecasts discussed in the text and
appearing in the accompanying data tables are the median values of all submissions of individual member firms’,
unless otherwise specified.
2 Survey estimates for BAB subsidies ranged from 25 percent to 34 percent.
% To see forecasts split by those forecasting either an extension or no extension of the BABs program (and/or other
government programs), see page 3.

Survey estimates for tax-exempt long-term municipal bonds ranged from $130.5 to $400 billion for 2010 and from
$145 to $420 billion for 2011.
® Survey estimates for tax-exempt short-term municipal notes ranged from $40 to $150 billion for 2010 and from $50 to

$200 billion for 2011.

® Survey estimates for refundings ranged from 20 percent to 35 percent in 2010 and from 15 to 35 percent in 2011.
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Variable-rate demand obligation (VRDO) issuance is expected to recover somewhat from a low of
$16 billion in 2010 (compared to the 10-year average issuance from the period 2000-2009 totaled
$53.3 billion per year) to $21 billion in 2011.7

On the taxable side, Survey panelists projected BABs issuance to decline 24 percent to $82.5 billion

in 2011 from the estimated $108 billion total in 2010.8 Other taxable municipal bond issuance,

excluding direct pay bonds, was forecast to be $24.0 billion in 2011, a 4.0 percent decline from the

$24.9 billion estimated in 2010. Tax-credit bond issuance was projected to be $1.0 billion in 2011,
flat from the $1.0 billion estimate for 2010.10

About 80 percent of Survey respondents agreed that the largest issuing use-of-
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percent in December 2010 to 1.05 percent in December 2011.13 The 10-year
Treasury note yield was also expected to rise throughout 201114, with yields
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One panelist noted that the failure to extend certain programs (BABs, the
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" Survey estimates for tax-exempt VRDOs ranged from $1 billion to $35 billion for 2010 and from $1 to $60 billion for
2011.

8 Survey estimates for Build America Bonds ranged from $60.5 billion to $134.0 billion for 2010 and from $0 to $100
billion for 2011.

® Survey estimates for other taxable municipal bond issuance (excluding tax credit) ranged from $5 to $31 billion for
2010 and from $3.5 to $50 billion for 2010.

0 Survey estimates for tax credit municipal bonds ranged from $0 billion to $15 billion for 2010 and from $0 billion to $5
billion in 2010.

1 The range for the federal funds target rate was 0.0 to 0.25 percent in December 2010, 0 to 0.25 percent in March
2011, 0.0 to 0.75 percent in June 2011, 0 to 1.25 percent in September 2011, and .13 to 1.5 percent in December
2011.

2 The range for the two-year Treasury note yield was .0.3 to 0.8 percent in December 2010, .4 to 1.0 percent in March
2011, 0.4 to 1.25 percent in June 2011, 0.5 to 1.5 percent in September 2011, and 0.6 to 2 percent in December 2011.
3 The two-year Treasury note yield averaged 0.51 percent during the survey period, November 15 through December
2, 2010. The Survey predicts the two-year Treasury yield will be 0.60 percent in March 2011, 0.70 percent by end-June
2011, and 0.82 percent in September 2011.

* The range for the 10-year Treasury yield was 2.4 to 3 percent for December 2010, 2.4 to 3.8 percent for March 2011,
2.510 4.0 percent in June 2011, 2.6 to 4.5 percent in September 2011, and 2.7 to 5.0 percent in December 2011.

15 The 10-year Treasury note yield averaged 2.9 percent during the survey period, November 15 through December 2,
2010. The Survey predicts the 10-year Treasury yield will be 2.9 percent end-March 2011, 3.0 percent end-June, and
3.35 percent end-September.
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Alternate Forecasts: Those Foreca

an Extension of BABs

FOR ( BAB
$ Billions 2010 (e) 2011(f) % Change
Tax-Exempt Municipal Issuance
Short-Term Municipal Notes (one year or less) 63.0 67.5 7%
Long-Term Municipal Bonds (morte than one year) 286.0 298.0 4%
of which are Variable Rate Demand Obligations (VRDOs) 15.5 20.5 32%

Taxable Municipal Issuance

Build America Bonds 106.0 85.0 -20%
Other Taxable Municipal Bonds (no tax credit) 240 220 -8%
Tax Credit Municipal Bonds 1.0 1.0 0%

Alternate Forecasts: Those Forecasting No Extension of BABs
MUNICIPAL ISSUANCE FORECAST (Without BABs Extension)

$ Billions 2010 (¢) 2011(f) % Change
Tax-Exempt Municipal Issuance
Short-Term Municipal Notes (one year or less) 55.0 573 5%
Long-Term Municipal Bonds (more than one year) 205.0 325.0 59%

which are Variable Rate Demand Obligations O 20.0 50.0 150%

)
&

Taxable Municipal Issuance
Build America Bonds 125.0 0.0 -100%)
Other Taxable Municipal Bonds (no tax credit) 249 50.0 101%)
Tax Credit Municipal Bonds 0.1 0.0 -100%|
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SURVEY PARTICIPANTS?®
BB&T CAPITAL MARKETS

B.C. ZIEGLER & CO.
CITIGROUP INC.
EDWARD JONES
ESTRADA HINOJOSA
FIRST SOUTHWEST COMPANY
HERBERT ]. SIMS & CO., INC.
JANNEY MONTGOMERY SCOTT LLC
JEFFERIES & COMPANY, INC.
J.P. MORGAN CHASE & CO.
MORGAN KEEGAN & COMPANY, INC.
MORGAN STANLEY
ROOSEVELT & CROSS, INC.
STERNE AGEE
STONE & YOUNGBERG LLC

6 Multiple responses may be received from a single firm and were counted as separate responses for the purposes of this survey.
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The Securities Industry and Financial Markets Association (SIFMA) prepared this material for informational
purposes only. SIFMA obtained this information from multiple sources believed to be reliable as of the date of
publication; SIFMA, however, makes no representations as to the accuracy or completeness of such third party
information. SIFMA has no obligation to update, modify or amend this information or to otherwise notify a reader
thereof in the event that any such information becomes outdated, inaccurate, or incomplete.

The Securities Industry and Financial Markets Association (SIFMA) brings together the shared interests of
hundreds of securities firms, banks and asset managers. SIFMA's mission is to support a strong financial industry,
investor opportunity, capital formation, job creation and economic growth, while building trust and confidence in
the financial markets. SIFMA, with offices in New York and Washington, D.C,, is the US. regional member of the
Global Financial Markets Association (GFMA). For more information, visit wwwisifma.org.
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