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A sleepy week in Muniland forced tax-exempt participants to look towards the US Treasury market for leadership, a seasonal habit of the Muni market as the
summer months approach. Over the past few months, Muni bidders have had their hands full with a consistently robust primary calendar. Dealers priced new
issuance at a $7-9bln clip for four straight weeks and Bond Buyer 30-day visible supply has routinely hovered in the $10-$13bin range — not an astronomical number
but several straight weeks of such high expected new volume tends to test the market’s appetite. As we have written here, we have been pleasantly surprised with
buyers’ ability to absorb the healthy supply totals in spite of consecutive weekly outflows in Muni bond funds, which tend to serve as a decent barometer of Muni
sentiment. However, we feel that the Muni bond fund flow data and the activity in the cash Muni market have painted a rather disjointed picture. New Muni supply
successfully found homes without much struggle over the period, even as US equity market indices sprung to all-time highs and the asset class lost roughly $500min
in the month of April. Significant demand for traditional tax-exempt bonds held steady through all of this. In fact, Municipal Market Data’s AAA 10-year Muni
benchmark yield has fallen 16 basis points (0.16%) since the end of March as of this writing. Over the same horizon, the Dow rallied more than 500 points while
Muni supply approached 12-month highs and Tax Day created selling pressure as investors tried to meet their obligations in mid-April. That is pretty remarkable
resilience on behalf of Municipals.

Now, one could argue that the Muni outlook appears meaningfully more constructive. Weekly reporting Muni bond funds reported their first inflows (+22min as
reported by Lipper) since March 1st. New supply on the horizon has fallen off a cliff as visible supply is approximately half of what it was in the middle of last month.
Next week, dealers will look to price less than $6bin in new tax-exempt issuance for the second straight week. Dealers sold the limited supply over the past five days
without any hiccups, especially the lesser-rated opportunities that offered investors a yield boost. For example, the $145min (A2/A-) Maryland Health & Higher
Education Medstar Health loan was very well-received in spite of its quirky structure. Maturities were only available from 2025-2033 and 2038 and offered up almost
100 basis points (1.00%) more yield than a AAA GO bond. Very few balances were left over after the deal’s order period and provided only the most recent example
of buyers remaining more than willing to take on the additional credit risk of a single-A hospital, even in the longest maturity range, if it means augmenting their
income. Next week’s supply menu looks equally as enticing to buyers seeking extra income. A variety of airport, power and healthcare names from around the
country are scheduled for distribution and should garner healthy interest and set a supportive tone. Of course, the success in new issues has come at the cost of the
secondary market, which continues to languish on the sidelines. Secondary offerings are being overlooked by participants in favor of the new issuance. Next week’s
attractive primary line-up should extend the trend; however, we continue to find some opportunities in small secondary pieces. Locating these opportunities remains
labor intensive, but there is value to be had for patient secondary bidders. Admittedly though, value in larger pieces pops up more consistently in the new issue
market right now. Starting Monday, we should be active in the week’s deals but will keep one eye on the bids wanted lists and dealers looking to lighten up their
inventory at cheap prices.
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Date Event Period Survey
5/13  Advance Retail Sales Apr -0.3%
5/15  MBA Mortgage Applications 10-May - 9001
5/15  Empire Manufacturing May 4.00 85.0
5/15  Producer Price Index (MoM) Apr -0.60%
5/15  Industrial Production Apr -0.2%
5/16  Consumer Price Index (MoM) Apr  -0.30% 7507
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Caprin Strategy Summary
Name Target Duration Position Target Maturity Range Highlights

Short Maturity Muni 5 vrs [ Ml 155 YRS oves I 5 Prefer Hith, Hsg, Pwr to G.O.'s for Yield
. i | )
Low Duration Taxable 130 RS [ Wl 230 YRs oves [ s Prefer Corporates and Taxable Munis

. . i | )
Intermediate Muni 4.00 YRs [ 5.0 YRs Prefer Hith, Hsg, Pwr to G.O.'s for Yield
350 YRs [ Wl 450 YRS Prefer Corporates and Taxable Munis

Tactical Muni ETF 2.50 YRS 7.50 YRS Slight Overweight to Cal. and HY Sector

Intermediate Taxable

i |
Core Plus ETF 235 vrs [ 2l 7.10 vRs Slight Overweight to Corporates and TIPS

, .
Tactical Opportunity ETF 2.45 vRs [ Ml 750 YRs Overweight Munis to Taxables, Yield Bias

Please refer to the second page for explanations of key measures, sources, and disclosure information.



Explanation of Key Measures :

Weekly Municipal Supply - The total dollar volume of municipal securities expected to be offered during the upcoming week, broken down by deal type. This helps
gauge near term supply and momentum along with the 30 day visible figure.

30 Day Visible Supply - The total dollar volume of municipal securities expected to be offered over the next 30 days. The visible supply, which is compiled and
published by The Bond Buyer, indicates the near-term activity in the municipal market.

Bloomberg PICK Offerings - The total dollar amount of offerings listed on Bloomberg's dealer offerings system. The figure helps gauge secondary supply in the
market.

Placement Ratio - The amount of bonds sold by underwriting syndicates each week as a percentage of the amount issued that week by issuers selling $1,000,000
par value or more of securities. The ratio published by The Bond Buyer, helps gauge the demand for municipal bonds in the marketplace.

Bond Buyer 20 G.O. Index - Index published weekly representing the average yield of 20 G.O. bonds with 20 year maturities, rated AA2 by Moody's.

Sources: Weekly municipal supply figures, and municipal rates are produced by Thompson Reuter (Municipal Market Data). 30 day visible figures, and the
placement ratio are obtained through The MuniCenter, and produced by The Bond Buyer. The 20 G.O. index yield is obtained through Bloomberg, and produced by
The Bond Buyer. Pick offerings par value, UST supply, economic releases, and UST rates are obtained through Bloomberg Professional Service. Information
obtained from these sources is believed to be reliable but is not guaranteed.

Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be no
assurance that the future performance of any specific investment, investment strategy, or product made reference to directly or indirectly in this piece, will be
profitable, equal any corresponding indicated historical performance level(s), or be suitable for your portfolio. Due to various factors, including changing market
conditions, the content may no longer be reflective of current opinions or positions. Moreover, you should not assume that any discussion of information contained in
this piece serves as the receipt of, or as a substitute for, personalized advice from Caprin Asset Management. To the extent that a reader has any questions
regarding the applicability to their situation of any specific issue discussed above, they are encouraged to consult with the professional advisor of their choosing. A
copy of our current written disclosure statement discussing our advisory services and fees is available for review upon request.



