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Municipal Market Update February 17, 2026

Markets React Positively to Cooling CPI

The Consumer Price Index (CPI) for January increased
0.2% from December 2025 and slowed to 2.4% over the
prior 12 months, undercutting expectations of 0.3% and
2.5%, respectively. This is the lowest reading since May
2025. Core CPI, which excludes volatile food and energy
prices, met expectations of 2.5%, the lowest reading since
April 2021. Monthly core CPI was 0.3%, meeting what was
anticipated.

The jobs report released on Wednesday, February 11 was
also positive, with the unemployment rate decreasing to
4.3%, below the 4.4% forecast. Non-farm payrolls added
130,000 jobs, well above the Dow Jones estimate of 55,000.
December’s total was 48,000 after a slight downward
revision, capping off a year in which job creation averaged
an anemic 15,000 per month. January was the best month
for payroll growth since December 2024. In addition to the
monthly numbers, the Bureau of Labor Statistics released
final revisions for the 12-month period ending in March
2025. The numbers were revised to 898,000, slightly lower
than the 911,000 estimate released in September.

Following the positive CPI report, U.S. stocks climbed.
While the markets still predict a 90.2% chance of the
Federal Reserve holding rates steady at its March meeting,
as of February 13, the CME Group’s FedWatch Tool displays
a 51.4% chance of a 0.25% rate cut at the June meeting.
Most investors still expect a total of two rate cuts in 2026,
though a growing minority are now betting on more.

Treasuries trended lower month-over-month, with the 10-
Year Treasury closing at 4.09% on February 12, 9 basis points
(bp) lower than the 4.18% recorded on January 13. Over the
same time period, the one-Year Treasury closed at 3.45%, a
6 bp reduction, and the 30-Year Treasury dropped 11 bp to
4.72%. Meanwhile, the Municipal Market Index (MMD) has
continued to steepen. The 10-Year MMD closed at 2.55%
on February 12, 12 bp lower than the January 13 reading.
The one-Year MMD decreased 19 bp to 2.07% since January
13, while the 30-Year MMD increased 8 bp to 4.29%. The
graph below illustrates MMD rates since January 2023. The
municipal markets continue to see a jump in participation
from separately managed accounts (SMAs) and exchange-

traded funds (ETFs) as investors progressively look to
products that are more customizable and cost-effective.
Accordingly, and combined with increased investor
fund balances due to December principal and interest
payments, the markets saw a net inflow of $14.423
billion in the four-week period ending February 4. This
phenomenon likely contributes to the steepness in the
yield curve because both SMAs and ETFs are lower-
duration products than traditional mutual funds.
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If you have any questions regarding the bond market or your specific bond issue,
please do not hesitate to contact an advisor below.

PMA is dedicated to staying up to date on market trends and will be ready to guide you through a dynamic and evolving market. If you have any
questions about the municipal bond market in general or your specific bond issue, please feel free to contact a PMA advisor below.

Michele Wiberg Erik Kass Charlie Verbos
SVP, Chief Sales Director, Public Finance Director, Public Finance
& Marketing Officer PMA Securities PMA Securities

PMA Securities

PMA Financial Network, LLC, PMA Securities, LLC, PMA Asset Management, LLC, and Public Trust Advisors, LLC, (collectively “PTMA”) are under common ownership. Public Trust
Advisors, LLC and PMA Asset Management, LLC, are both SEC registered investment advisers. PMA Securities is a broker-dealer and municipal advisor registered with the SEC
and MSRB and is a member of FINRA and SIPC. Registration with the SEC does not imply a certain level of skill or training. Marketing, securities, institutional brokerage services
and municipal advisory services are offered through PMA Securities, LLC. Public Trust Advisors and PMA Asset Management provide investment advisory services primarily to local
government investment pools (“Funds”) and separate accounts. All other products are provided by PMA Financial Network, LLC. For more information, please visit us at http://www.
ptma.com/.

This message is confidential, solely for the intended recipient, and may be legally privileged or otherwise protected from disclosure. If you are not the intended recipient, any disclosure,
copying, use or distribution of the information included in this message and any attachments is prohibited. If you received this communication in error, please contact the sender by reply
email and immediately delete this email and any attachments. All emails sent to or from PTMA are subject to archival, monitoring and/or review by firm personnel and may be produced
to regulatory agencies and others as required by law. Email transmission cannot be guaranteed to be secure or free of errors, interference, interception, or viruses.

The contents of this email, and any materials attached should not be used in making investment decisions. They are not an offer, recommendation, or solicitation to buy, sell, implement,
or change any securities or investment strategy, function, or process. Any information regarding specific investment products is subject to change without notice. Investment involves risk
including the possible loss of principal. No assurance can be given that the performance objectives of a given strategy will be achieved. PTMA is not a bank and investments in Funds
and separate accounts are not FDIC insured. Past performance is no guarantee of future results. Any financial and/or investment decision may incur losses.
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