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Dispelling the "Low Rate” Environment Myth
® Municipal yields have not reached, "All time market lows.” In fact, municipal yields are just
below the 200 year average of 4.65%.

® The future interest rate environment is likely to be closer to the historical average than to the
7.50% average the market saw in the 1980s and 1990s.

® Janney suggests investors not wait for interest rates to increase before committing capital to
high quality municipal bond investments.

INVESTORS HAVE SHORT MEMORIES

It makes me cringe every time | read an author who tries to convey the idea that current munici-
pal market yields have, “Reached or fallen below all-time lows.” News flash: municipal rates are
nowhere near all time U.S. historical lows. For that to occur the long bond would have to come in
close to 1.50%, last seen in 1945. That is 262 basis points lower than the 4.12% of the Nov 2011
Bond Buyer 20 Bond Index. So, municipal rates have a long way to drop before they are even close
to dropping near historical lows.

Why Does Everyone Think the Municipal Market is at a Low?
There are two basic explanations for this:

® The market’s gradual fall from the elevated levels of the 1980s and 1990s makes it seem like the
current altitude is the bottom.

® Many databases do not show data before 1990; therefore, the market’s earlier experience is
often forgotten.

Janney Recommendation

We recommend investors take action and invest in high quality or other suitable municipal bonds
because current market levels are not as low as many believe.

Municipal Market Yields are Not Near All- Time Market Lows
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Source: New England municipal yields between 1798 to 1899 from Sidney Homer's, “A History of Interest Rates.” Data
between 1900 to 2011 from the Bond Buyer.
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I, Tom Kozlik, the Primarily Responsible Analyst for this report, hereby certify that all of the views expressed in this report accurately
reflect my personal views about any and all of the subject sectors, industries, securities, and issuers. No part of my compensation
was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in this research report.
Disclaimer- Janney or its affiliates may from time to time have a proprietary position in the various debt obligations of the issuers
mentioned in this publication. Unless otherwise noted, market data is from Bloomberg, Barclays, and Janney Fixed Income Strategy &
Research (Janney FIS). This report is the intellectual property of Janney Montgomery Scott LLC (Janney) and may not be reproduced,
distributed, or published by any person for any purpose without Janney's express prior written consent. This report has been prepared
by Janney and is to be used for informational purposes only. In no event should it be construed as a solicitation or offer to purchase
or sell a security. The information presented herein is taken from sources believed to be reliable, but is not guaranteed by Janney as to
accuracy or completeness. Any issue named or rates mentioned are used for illustrative purposes only, and may not represent the specific
features or securities available at a given time. Preliminary Official Statements, Final Official Statements, or Prospectuses for any new
issues mentioned herein are available upon request. The value of and income from investments may vary because of changes in interest
rates, foreign exchange rates, securities prices, market indexes, as well as operational or financial conditions of issuers or other factors.
Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may
not be realized. We have no obligation to tell you when opinions or information contained in Janney FIS publications change. Janney
Fixed Income Strategy does not provide individually tailored investment advice and this document has been prepared without regard to
the circumstances and objectives of those who receive it. The appropriateness of an investment or strategy will depend on an investor's
circumstances and objectives. For investment advice specific to your individual situation, or for additional information on this or other
topics, please contact your Janney Financial Consultant and/or your tax or legal advisor.



