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Bond Market Update




The MMD “AAA” Index

The Municipal Market Data (MMD) Index is a daily index of AAA-rated
municipal bond rates

Issuers’ bond yields are priced relative to the MMD
The relative difference is called the “spread” to the MMD

The spread varies due to the following:
Credit rating
Bank qualification

Length of maturity

Coupon or interest rates




Variables that Impact the Municipal Bond Market

Global Political Events -
Ukraine

FED Reserve Policy
Fed Funds Rate

Inflation Expectations Health of National, State and

Local Economies

State of lllinois Political

Challenges Bank Qualification
The Municipal
Municipal Bond Bond Market
Supply and Europe
Demand
Municipal
Chicago’s Fiscal Challenges (e gB?)neI::gir;tcl;izrto
Rico)
Credit Ratings of State Level of Federal and State

and Local Governments Income Taxes

Or stronger communities.




Historical Interest Rates™

Between January 3,
2022 and April 11,
2022, rates in the MMD
increased as follows:

5-year: 1.53%
10-year: 1.31%
20-year: 1.26%
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Since April 11, 2022,

rates in the MMD have

increased as follows:
5-year: 0.92%

| 10-year: 0.84%
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*The Municipal Market Data “MMD” is a AAA municipal bond market index produced by TM3. As of October 4, 2022.

Or stronger communities.



Dispersion of Historical Interest Rates by Range*

Time Distribution of Rates(")

| i e As of October 4, 2022,
% since January 1, 1990,
the 10-year MMD has
been lower 39% of the
time
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On April 11, 2022, the
10-year MMD had been
lower 25% of the time
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(UCurrent Rate is the MMD 10-year rate as of 10/04/22.
(2Data encompasses MMD 10-year rates between 01/02/90 and 10/04/22. Past performance does not guarantee future results.

*The Municipal Market Data “MMD” is a AAA municipal bond market index produced by TM3. As of October 4, 2022.

stronger communities.




for stronger communities.
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10-Year MMD to 10-Year Treasury Ratio
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for stronger communities.




Method of Sale Trends




Sale Type

PUBLIC OFFERING

The Issuer and financial advisor prepare an
official statement

Underwriter that will resell the bonds to
investors is selected via a competitive or
negotiated sale

Issuer obtains a bond rating

Requires disclosure counsel to review the
official statement

Will likely have a lower interest rate, but will
have higher costs of issuance

DIRECT PLACEMENT

No official statement, rating, underwriter or
disclosure counsel is required

A term sheet is sent out to banks and other
local units of government that will provide a
proposal to purchase the bonds directly

The interest rate is typically higher than a
public offering but may result in a lower
overall financing cost since some costs of
Issuance are avoided

This process has typically proven to be

effective for relatively smaller bond issues
paid off with a shorter amortization

stronger «

communities.




Types of Public Offerings

NEGOTIATED SALE COMPETITIVE SALE

The Issuer engages a municipal advisor to
P The Issuer preselects a broker-dealer as manage the bond issuance process
underwriter Underwriter selected via a competitive sale

P This firm sells the bonds to investors in which multiple bids are received to
purchase the bonds

The winning bidder sells the bonds to

investors

The bidder with the lowest true interest cost
IS selected

stronger communities.




Choosing the Method of Sale

A competitive sale is appropriate when: A negotiated sale is appropriate when:

Issuer has a strong underlying credit rating Issuer has a credit rating lower than “A”

sl tt.1e A Cateealy _ Bond insurance is unavailable
General obligation bonds or full faith Debt structure is complicated

obligations (e.g. alternate revenue bonds or , 7
Issuer wants input in how bonds are

debt certificates) ] - s e .
. . allocated among underwriting firms and/or
Structure does not include special features : £ ‘ & /
the types of investors 1o be reached

that would require extensive explanation to : _ _
Other factors exist that the issuer, in

the market . ot e :
consultation with its municipal advisor,

!SSUEF i frp Ll " e markeﬁ and/ N believes favor the use of a negotiated sale
issue size is conducive to attracting investors R

Source: Selecting and Managing the Method of Sale of Bonds (February 2014), Government Finance Officers Association (Best Practice).
See the following webpage: http://www gfoa.org/selecting-and-managing-method-sale-bonds

stronger communities.




lllinois Community College Bond Issues
Method of Sale 2020, 2021 and 2022 YTD
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lllinois Community College Bond Issues
Negotiated Sales With and Without a Financial Advisor
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lllinois Community College Transactions with PMA as Financial Advisor
Method of Sale in 2020, 2021 and 2022 YTD
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Homewood Flossmoor HSD 233 Summary

Homewood Flossmoor 233
General Obligation Limited Tax School Bonds, Series 2022A
Indication Summary - June 9, 2022

Placement with Placement with
Type of Sale.........cccceeevvvis Public Offering Bank 1 Bank 2
Total Est. Proceeds................. S 20,000,000 S 19,790,000 S 20,000,000
Indicative Rate % (TIC )............ 3.88% 2.80% 3.42%
Total Est. Debt Senice............ S 27,615,588 S 24,850,020 S 26,220,809

Financial strategies for stronger communities.




Bank Placements

Bank Placements have been successful for numerous community colleges over the
last several years

They continue to be particularly attractive for shorter transactions

Evolving market conditions and inflationary pressures will influence the placement
market and the municipal bond market as a whole

lllinois community colleges should continue to be nimble and flexible with the
method of sale for its municipal securities




Disclaimer

This presentation has been prepared by PMA Securities, LLC for informational and educational purposes to units of local government without regard to any particular entity’s investment objectives, financial situation or means. The content of this
presentation is not to be construed as a recommendation, solicitation or offer to engage in an issuance, or to buy or sell any security, financial product or instrument, or to participate in any particular trading strategy in any jurisdiction in which
such an offer or solicitation, or trading strategy would be illegal. Nor does it constitute any legal, tax, accounting or investment advice of services regarding the suitability or profitability of any security or investment. PMA and its employees do not
offer tax or legal advice and any entity should consult with its own tax and/or legal advisors before making any tax or legal related investment decisions.

Although the information contained in this presentation has been obtained from third-party sources believed to be reliable, PMA cannot guarantee the accuracy or completeness of such information. It is understood that PMA is not responsible for
any errors or omissions in the content in this document and the information is being provided to you on an “as is” basis without warranties or representations of any kind. The analysis or information presented in this presentation is based upon
current market conditions which are subject to change. There is no guarantee that the projected yield will be realized and the actual yield will depend on the available investment product and market conditions at the time of investment.

This presentation is solely intended to suggest/discuss potentially applicable financing applications or investment strategies. Any terms discussed herein are preliminary until confirmed in a definitive written agreement. Although market value,
market analytics and other information contained in this presentation have been obtained from third-party sources believed to be reliable, PMA cannot guarantee the accuracy or completeness of such information. No representation is made that
any results indicated herein will be achieved. Changes to any prices, levels, or assumptions contained herein may have a material impact on results. Any estimates or assumptions contained herein represent our best judgment as of the date
indicated and are subject to change without notice. Examples are merely representative and are not meant to be all-inclusive. All investments mentioned herein may have varying levels of risk, and may not be suitable for every investor. Investment
in securities involves risks, including the possible loss of the amount invested. In addition, past performance is no indication of future results and the price or value of investments may fluctuate. Asset allocation does not assure or guarantee better
performance and cannot eliminate the risk of investment losses.

Securities, public finance services and institutional and municipal advisory brokerage services are offered through PMA Securities, LLC. PMA Securities, LLC is a broker-dealer and municipal advisor registered with the SEC and MSRB, and is a
member of FINRA and SIPC. PMA Asset Management, LLC, an SEC registered investment adviser, provides investment advisory services to local government investment pools and separate accounts. All other products and services are provided by
PMA Financial Network, LLC. PMA Financial Network, LLC, PMA Securities, LLC and PMA Asset Management (collectively “PMA”) are under common ownership.

© 2022 PMA Securities, LLC

for stronger communities.
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