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Respondents to the 2012 SIFMA Municipal Issuance Survey! expect total
municipal issuance, both short- and long-term, to reach $402.0 billion in 2012,
a significant recovery from their expectation of $342.0 billion in 2011.
Excluding short-term notes, long-term issuance is also expected to recover in
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10 - 2012, with a forecasted $347.0 billion total in 2012 compared with $288.0
* billion in 2011.

& } 1DY A 0.0 o o 0¥ Trssury % Projections for the recovery in issuance in 2011 were heavily dependent on the
. resolution of both the European debt crisis as well as a long-term fiscal
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solution for the United States. Risks to projections included the
elimination/reduction in tax-exempt benefits; the implementation of the
o0e. aory cipalssuance Dodd-Frank Act; and mote aggtessive ditrect bank lending/direct placements

1400, 7 Slions reducing tax-exempt supply in the market.
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Survey respondents projected long-term tax-exempt municipal issuance to total

$303.0 billion in 2012, a 20.2 percent increase from the $252.0 billion estimated
for 2011.2 Long-term taxable municipal issuance is projected to be $35.0
billion, a 25.0 percent increase from the $28.0 billion estimate for 2011.3 Long-
term alternative-minimum tax (AMT) issuance is also expected to rise in 2012,
with $9.0 billion projected in 2012, an increase of 12.5 percent from the $8.0
billion in 2011.* Refundings as a percentage of long-term tax-exempt issuance
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200620072008 20002000 2011 2012 are also expected to increase slightly in 2012, with 34 percent of long-term tax
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Sources: Thomson Reuters, 2012 SIFMA Municipal ssuance Survey exempt issuance expected to be refundings, compared to 32 percent in 2011.5
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Variable-rate demand obligation (VRDO) issuance is expected to decline even
2386 . Ed:faﬁ"n further by 16.7 percent to $10 billion in 2012 from a low of $12 billion in
7 ene ose B . . . .

2008 Esucm 2011.6 Direct place_rnent_s / ban1_< lending, \yhlch saw §1grnﬂcmt growth in 2011,

2009 o\ e is expected to decline slightly in 2012, with $23 billion directly placed in 2012

2010 General Purpose compared to $25 billion in 2011.7

2011* General Purpose .

2012% oV About 75 to 80 percent of Survey respondents agreed that the largest issuing
Soutce: Thomson Reuters, SIFMA 2012 Municipal Issuance Survey use-of-proceeds sector will be general purpose for both 2011 and 2012, with a
*Survey estimate

"The survey was conducted from November 17 — December 5, 2011. 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 long-term tax-exempt municipal bonds ranged from $212.0 to $300 billion for 2011 and from
$250 to $350 billion for 2012.

Survey estimates for long-term taxable municipal bonds ranged from $22.0 billion to $35 billion for 2011 and from
$17.0 billion to $65 billion for 2012.
4 Survey estimates for long-term AMT municipal bonds ranged from $6.5 billion to $15 billion for 2011 and from $4.0
billion to $22 billion for 2012.
s Survey estimates for refundings as a percentage of long-term tax-exempt issuance ranged from 25 to70 percent in
2011 and from 21 to 68 percent in 2012.
® Survey estimates for VRDO issuance ranged from $2.0 to $90 billion in 2011 and from $2.0 billion to $100 billion in
2012.
7 Survey estimate for direct placements ranged from $6.0 billion to $80 billion in 2011 and from $6.0 billion to $75 billion
in 2012.
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very small minority (7 percent) expecting education to be the largest sector instead for 2011 and
2012. In prior years, both the general purpose and education sectors have been the largest issuing

sectofrs.
For the 2012 survey, respondents wete polled for the first time on the rate of
default in the municipal market for 2012. The median expectation is for 24
Interest Rates issuers to default for a par value of $3 billion.® While estimates ranged widely in
,  Dec. 2010- Dec. 2012 number of issuers in default, par value estimates remained within a very tight
55 e range, mostly below $5 billion.
3 ==10Y Treasury bond yield . .
N Interest Rate Forecast Highlights
* N\ Pk Survey respondents offered relatively uniform views on interest rates in the
) -

coming year, generally expecting little to no change in rates throughout 2012.
The federal funds target rate is largely expected to remain in the 0-0.25 range

1 through the end of 2012.9
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o The two-year Treasury note yield is expected to rise gradually from 0.25
T rces, eaoralFesoms, 2011 SIMA Momeipalleosonce Suve petcent in December 2011 to 0.5 percent in December 2012.10 The 10-year
Treasury note yield is also expected to rise gradually in the second half of 2012,
with yields projected to climb from 2.0 percent end-December 2011 to 2.5

10-Year AAR G.0. Muni to 10-Year Treasury petcent end-December 20121 The ratio of the yield on AAA G.O. municipal
120, - Percent securities to the 10-year Treasury benchmark is also expected to decline
15 gradually in the second half of 2012, declining from 110 percent end-
1o — - December 2011 to 100 percent by end-September 2012 and remaining flat
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8 Survey estimate for the number of issuers to default ranged from 5 to 150 issuers. Par value estimated to be in default
ranged from $1.0 to $10 billion.

® The range for the federal funds target rate was (0.25) to 0.25 percent in December 2011, (0.25) to (0.25) percent in
March 2012, (0.25) percent to 0.25 percent in June 2012, (0.25) percent to 0.50 percent in September 2012, and (0.25)
percent to 0.75 percent in December 2012.

The range for the two-year Treasury note yield was 0.2 to 0.32 percent in December 2011, 0.2 to 0.4 percent in
March 2012, 0.3 to 0.5 percent in June 2012, 0.3 to 0.75 percent in September 2012, and 0.3 to 1.1 percent in
December 2012.

" The range for the 10-year Treasury yield was 1.8 to 2.1 percent in December 2011, 1.6 to 2.35 percent in March
2012, 1.85 to 2.5 percent for June 2012, 2.0 to 2.75 percent in September 2012, 2.1 to 3.25 percent in December 2012.
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SURVEY PARTICIPANTS"?
BANK OF AMERICA - MERRILL LYNCH

EDWARD JONES
FTN FINANCIAL
GOLDMAN, SACHS & CO.
HEFREN-TILLOTSON, INC.
JEFFERIES & COMPANY, INC.
J.P. MORGAN CHASE & CO.
M. R. BEAL & COMPANY
MORGAN STANLEY
RBC CAPITAL MARKETS
SUNTRUST ROBINSON HUMPHREY, INC.
UBS
WELLS FARGO SECURITIES
WILLIAM BLAIR & COMPANY

"2 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,
investot 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.



