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State tax revenue perfor- State Tax Revenues Continue to Grow in 2011
mance has come a long way
in just a year. e Preliminary results for Jan and Feb 2011 show state tax revenues were 9.5% higher.

¢ Q2011 would be the 5th straight quarter of higher revenue if this positive movement holds.

¢ Janney recommends investors continue to diversify their municipal holdings and stick with high
quality general obligation and revenue bonds.

State Tax Revenues Have Come a Long Way in a Year...

State tax revenue performance has come a long way in just a year. At this time in 2010 we had
experienced five straight quarters of falling tax collections as a result of lower economic activity and
the Great Recession. Investors should definitely be encouraged with the progress of states’ fiscal
situations now, despite recent headline risk. We do not expect states’ ratings to be changed in the
near term as a result of S&P's negative outlook assignment on the United States.

...and They Have Picked Up in 2011 Where They Left Off in 2010

State tax revenues continued to show that state government fiscal situations are generally firming
as preliminary results for Jan and Feb 2011 showed state tax revenues were 9.5% higher compared
the same months in 2010, as reported by a recent Rockefeller Institute of Government State Revenue
Report. This was based on data from 45 states. The first quarter of 2011 will be the fifth straight
quarter of higher state tax revenue growth if this encouraging movement holds through March, a

The first quarter _of 2011 will result we believe is likely.

be the fifth straight quarter , . -

of higher state tax revenue Final 4Q2010 state tax revenue growth was adjusted up to 7.8% from the preliminary result of
growth if this encouraging 6.9%. The final 4Q2010 result was led by corporate income taxes that were 17.2% greater and
movement holds  through personal income taxes which were 10.6% better. Sales taxes were also stronger by 5.6%.

March.

This positive news is countered by reports that 4Q2010 total state tax revenues were still lower than
those from 4Q2007 and that local tax collections declined by 2.3% in 4Q2010.

Janney Recommendation

Janney recommends investors keep their municipal portfolios diversified while remembering the con-
cept of states’ family tree of funding or the idea that some issuers rely on state government aid or
subsidies. In general, investors should stay with high quality state level general obligation and high
quality revenue bond issues and only go further out on the credit curve when informed.
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Analyst Certification

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.

Definition of Outlooks- Positive: Janney FIS believes there are apparent factors which point towards improving issuer or
sector credit quality which may result in potential credit ratings upgrades. Stable: Janney FIS believes there are factors which point
towards stable issuer or sector credit quality which are unlikely to result in either potential credit ratings upgrades or downgrades.
Cautious: Janney FIS believes there are factors which introduce the potential for declines in issuer or sector credit quality that may
result in potential credit ratings downgrades. Negative: Janney FIS believes there are factors which point towards weakening in
issuer credit quality that will likely result in credit ratings downgrades.

Definition of Ratings- Overweight: Janney FIS expects the target asset class or sector to outperform the comparable
benchmark (below) in its asset class in terms of total return. Marketweight: Janney FIS expects the target asset class or sector to
perform in line with the comparable benchmark (below) in its asset class in terms of total return Underweight: Janney FIS expects
the target asset class or sector to underperform the comparable benchmark (below) in its asset class in terms of total return

Benchmarks- Asset Classes: Janney FIS ratings for domestic fixed income asset classes including Treasuries, Agencies,
Mortgages, Investment Grade Credit, High Yield Credit, and Municipals employ the “Barclay’s U.S. Aggregate Bond Market Index”
as a benchmark. Treasuries: Janney FIS ratings employ the “Barclay’s U.S. Treasury Index” as a benchmark. Agencies: Janney FIS
ratings employ the “Barclay's U.S. Agency Index"” as a benchmark. Mortgages: Janney FIS ratings employ the “Barclay’s U.S. MBS
Index” as a benchmark. Investment Grade Credit: Janney FIS ratings employ the “Barclay’s U.S. Credit Index” as a benchmark.
High Yield Credit: Janney FIS ratings for employ “Barclay’s U.S. Corporate High Yield Index” as a benchmark. Municipals: Janney
FIS ratings employ the “Barclay’s Municipal Bond Index” as a benchmark.

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.



