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PUBLIC FINANCE TRENDS
Competitive vs. Negotiated Sale Method

This month, we analyze theimpact of acompetitive (comp) sale versus a negotiated
(neg) sale in both the NBQ and BQ markets. In both markets we compare a higher-
rated competitive transaction with a lower-rated negotiated transaction. We
anticipated the competitive bond issue for both markets would be sold at lower
yields, which is the case as illustrated in the above graphs. However, the degree to
which the competitive sales outperformed the negotiated sales is noteworthy. In
Graph 1, we see the competitive sale sold between 30-50 basis points (bps) lower
than the negotiated sale in the NBQ market. In Graph 2, this difference is 34 bps
at most for the BQ market. Some of this difference should be due to the higher
credit rating, but the impact of the method of sale should not be discounted.

JANUARY 2017

BQ Comp. vs Neg.: AA (Comp.) vs. AA-
(Neg.)

== BQ AA (Comp)

[a)
4.00% é == BQ AA- (Neg)
3.00% ; == == Spread
' 2
S
2.00%
1.00%
0.00% - _ _——————
-0.50%
2017 2023 2029 2035

TERM TO MATURITY
Source: Bloomberg 1/4/17

U.S. Economic Indicators

Prior /
Event Event Date | Period | Survey | Actual | Revised (R)

Consumer Price Index

0 9 0
(YoY) 11/17/16 1.6% 1.6% 1.5%

Core CPI (YoY) 11/17/16 oCcT 2.2% 2.1% 2.2%

Chicago Fed National

Activity Index 11/21/16 oCT 0.00 -0.08

-0.23 (R)

Existing Home Sales 11/22/16 ocT 544m 5.60m 5.49m (R)

Durable Goods Orders
FEATURED ECONOMIC INDICATOR Ex. Transportation 11/23/16 OCT  02% 1.0%  02%
GDP Revised Up for 3rd Quarter 2016 el
Real gross domestic product increased at an annual rate of 3.5 percent in the Consumer Confidence  11/29/16  NOV  101.5 107.1  100.8 (R)
third quarter of 2016, according to the “third” estimate released by the Bureau
of Economic Analysis. Growth was revised up from 3.2% due to higher business ISM Manufacturing 12/01/16 NOV 525  53.2 51.9
investment, personal consumption, and government spending. While the higher
growth is viewed positively, many economists expect the third quarter reading Change in Nonfarm 12/02/16 180K B 161K
to be an outlier for the year due in part to unusually strong exports. Positively, Payrolls
consumer spending was revised up to a healthy 3% annual rate from an earlier

Unemployment Rate 12/02/16 NOV 4.9% == 4.9%

estimate of 2.8%. Looking ahead, the consumer continues to look strong as

Consumer Confidence increased to 113.7 in December from 109.4 in November.
Source: www.bea.gov, Wall Street Journal

Source: Bloomberg

Source: Bloomberg Finance L.P. 1/4/17
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This document was prepared by Prudent Man Advisors, Inc. for clients of the firm and its affiliated PMA entities, as defined below. It is being provided for informational and/or educational
purposes only without regard to any particular user’s investment objectives, financial situation or means. The content of this document is not to be construed as a recommendation, solicitation
or offer 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 beillegal. Nor does it constitute any legal, tax, accounting or investment advice of services regarding the suitability or profitability of any security or investment. Although the information
contained in this document 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
EMQ 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
ind.

Securities, public finance services and institutional brokerage services are offered through PMA Securities, Inc. PMA Securities, Inc. is a broker-dealer and municipal advisor registered with the
SEC and MSRB, and is a member of FINRA and SIPC. Prudent Man Advisors, Inc., 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, Inc. PMA Financial Network, Inc., PMA Securities, Inc. and Prudent Man Advisors (collectively
“PMA") are under common ownership.

Securities and public finance services offered through PMA Securities, Inc. are available in CA, CO, FL, GA, IL, IN, 1A, KS, MI, MN, MO, NE, OH, OK, PA, SD, TX and WI. This document is not an offer
of services available in any state other than those listed above, has been prepared for informational and educational purposes and does not constitute a solicitation to purchase or sell securities,
which may be done only after client suitability is reviewed and determined. All investments mentioned herein may have varying levels of risk, and may not be suitable for every investor. PMA
and its employees do not offer tax or legal advice. Individuals and organizations should consult with their own tax and/or legal advisors before making any tax or legal related investment
decisions. Additional information is available upon request.
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