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Respondents were polled as to events that would most likely have the greatest
YooR0 Municipal lssuance effect on the municipal market in 2014. Survey respondents agreed that the
1400/ 78 Bilons curtailment of the tax-exemption on municipal bond interest would have the
greatest impact on the municpal market; to a sligthly lesser extent, respondents
also considered fiscal pressures resulting from underfunded pensions to also
have great importance. One respondent opined that the end of quantitative
easing was also an highly important factor, while another respondent
considered the effect of revisions to the liquidity coverage ratio in Basel I1I to
also play a large role in the municipal market. To a lesser extent, a single big-
name default and regulatory reform were considered important factors but
playing smaller roles as to their effect in the municipal market.
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Respondents projected long-term tax-exempt municipal issuance to reach

$265.0 billion in 2014, 2 0.7 percent decline from the projected $266.7 billion

e Er——— issued in 2013.3 Long-term taxable municipal issuance is expected to be $33.5
2009 Generl Purpose billion, a 5.7 percent decline from issuance in 2013.4 On the other hand, long-
2010 General Purpose term alternative minimum tax (AMT) issuance is projected to tise to $11.0
201 General Purpose billion in 2014, a 7.6 percent increase from 2013.5
2012 General Purpose
2013¢ General Purpose Refundings, which played a large factor for gross volume early in 2013, was
2014% General Purpose expected to tise slightly in 2014, with 35 percent of long-term tax exempt
Soutce: Thomson Reuters, SIFMA 2014 Municipal Issuance Survey issuance CXpCCth as reﬁlndjngs, Compared to 33 percent in 2013.6
tData to December 5, 2013
#Survey estimate Respondents expected variable-rate demand obligation (VRDO) issuance to

rise slightly to $10.0 billion in 2014, recovering from the record low of $8.3

' The survey was conducted from November 6 — November 20, 2013. 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.
22013 data are to December 5, 2013, scaled to full year approximations; source: Thomson Reuters.
3 Survey estimates for long-term tax-exempt municipal bonds ranged from $240.0 to $340.0 billion for 2014.

Survey estimates for long-term taxable municipal bonds ranged from $25.0 billion to $75.0 billion for 2014.
5 Survey estimates for long-term AMT municipal bonds ranged from $8.0 billion to $75.0 billion for 2014.
8 Survey estimates for refundings as a percentage of long-term tax-exempt issuance ranged from 8.0 percent to 45.0
percent in 2014.
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billion estimated to be issued in 2013.7 Direct placements/bank lending was
expected to rise from estimates last year ($37.5 billion) to $45.0 billion, or 12.9
percent of long-term issuance, in 2014.8 Respondents also expected floating
rate note issuance (FRN) issuance in the municipal market to reach a new high
in 2014, with $18.5 billion of issuance, up by 50.5 percent from $12.3 billion in
2013.9

A narrow majority of respondents (55 percent) agreed that the largest issuing
use-of-proceeds sector will be general purpose for 2014; little more than a
quarter (27 percent) expected education to be the largest issuing sector, and the
balance to transportation. In prior years, both the general purpose and
education sectors have been the largest issuing sectors, by gross amount.

Respondents expressed a wide range of views regarding municipal defaults,
defined for the purpose of the survey as the occurrence of a missed interest or
principal payment or the filing for bankruptcy. The median expectation for
number of issuers to default was 25 issuers for a par value of $1.5 billion in
2014.10

Interest Rate Forecast Highlights

Survey respondents offered relatively uniform views on interest rates in the
coming year. The federal funds rate was expected to remain unchanged in
2014.1" The two-year Treasury note yield was expected to rise from 0.34
percent end-December 2013 to 0.69 percent by end-December 2014.12 The
10-year Treasury note yield was also expected to climb from 2.77 percent end-
December 2013 to 3.5 percent end-December 2014. 13 The ratio of the yield
on 10-year AAA G.O. municipal securities to the 10-year Treasury benchmark
was expected to gradually decline from 97 percent end-December 2013 to 95.0
percent by end-September 2014 and remain there in end-December 2014.14

7 Survey estimates for VRDO issuance ranged from $5.0 to $25.0 billion in 2014.

8 Survey estimate for bank loans/direct purchases ranged from $10.0 billion to $65.0 billion in 2014.

® Survey estimates for floating rate note issuance ranged from $10.0 billion to $30.0 billion in 2014.

1% Survey estimate for the number of issuers to default ranged from 5 to 50 issuers. Par value estimated to be in default
ranged from $0.3 billion to $5.0 billion.

" The range for the federal funds target rate was 0 percent to 0.25 percent in December 2013, 0 percent to 0.25
percent in March 2014, 0 percent to 0.25 percent in June 2014, 0 percent to 0.25 percent in September 2014, and 0
percent to 0.5 percent in December 2014.

The range for the two-year Treasury note yield was 0.25 percent to 0.4 percent in December 2013, 0.3 percent to
0.55 percent in March 2014, 0.35 percent to 0.75 percent in June 2014, 0.4 percent to 0.9 percent in September 2014,
and 0.4 percent to 1.1 percent in December 2014.

'3 The range for the 10-year Treasury yield was 2.5 percent to 2.85 percent in December 2013, 2.60 percent to 3.25
percent in March 2014, 2.80 percent to 3.50 percent for June 2014, 2.90 percent to 3.50 percent in September 2014,
and 2.85 percent to 3.75 percent in December 2014.

™ The range for the 10-year AAA G.O. muni yield as a percentage of the 10-Year Treasury bond yield was 90 percent
to 162.5 percent in December 2013, 87 percent to 155 percent in March 2014, 90 percent to 139 percent in June 2014,
88 percent to 139 percent in September 2014, and 85 percent to 134 percent in December 2014.
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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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