Municipal Bonds

Challenging Conditions for Munis

Tight ratios and spreads provide limited buffer against a market dislocation.

Both tax-exempt and taxable municipal bonds continue to perform well on a total return basis, but we expect tax exempt valuations to widen

as technical headwinds increase. Look for bargains among esoteric credits as traditional higher quality sectors remain richly valued.

Sector Commentary

= Tax exempts closed 2024 on a sour note as valuations remained
tight while liquidity dried up. Municipals returned negative
1.5 percent in December, reducing full year returns to 1 percent.
Front-end tax-exempt-to-Treasury-yield ratios generally moved
higher over the last 12 months, although the 30-year ratio tightened
as traditional buyers extended their interest rate exposure.

= January principal and interest payments tend to generate positive
momentum that peters out by mid-February. Expectations of a
large new issue calendar driven by fears of tax regime changes in
2025 and their potential impact on municipal issuers’ access to
tax-exempt financing may present headwinds.

= Bloomberg U.S. Municipal Taxable Bonds Index spreads continue
to tighten on the back of light supply. At the index level, taxable
spreads tightened 18 basis points during 2024, resulting in a
1.6 percent total return through year end.

Investment Themes

= At current ratios and spreads, we prefer taxables for institutional

investors due to tight valuations in exempts. For retail investors,
we caution against focusing solely on the high taxable equivalent
yields as current valuations provide limited buffer against a
market dislocation.

Traditional high quality sectors such as general obligation
property tax bonds and utilities do not offer attractive risk/
reward characteristics at current muni/Treasury ratios. Instead,
we are looking for solid credits within higher beta sectors,
including affordable housing, charter schools, and continuing care
retirement communities.
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tightened 18 basis points during 2024,
resulting in a 1.6 percent total return
through year end.
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This material is distributed or presented for informational or educational purposes only and should not be considered a recommendation of any particular security, strategy or investment product, or as
investing advice of any kind. This material is not provided in a fiduciary capacity, may not be relied upon for or in connection with the making of investment decisions, and does not constitute a solicitation
of an offer to buy or sell securities. The content contained herein is not intended to be and should not be construed as legal or tax advice and/or a legal opinion. Always consult a financial, tax and/or legal
professional regarding your specific situation.

This material contains opinions of the authors, but not necessarily those of Guggenheim Partners, LLC or its subsidiaries. The opinions contained herein are subject to change without notice. Forward-
looking statements, estimates, and certain information contained herein are based upon proprietary and non-proprietary research and other sources. Information contained herein has been obtained
from sources believed to be reliable but are not assured as to accuracy. Past performance is not indicative of future results. There is neither representation nor warranty as to the current accuracy of, nor
liability for, decisions based on such information.

Investing involves risk, including the possible loss of principal. In general, the value of a fixed-income security falls when interest rates rise and rises when interest rates fall. Longer term bonds are
more sensitive to interest rate changes and subject to greater volatility than those with shorter maturities. During periods of declining rates, the interest rates on floating rate securities generally reset
downward and their value is unlikely to rise to the same extent as comparable fixed rate securities. High yield and unrated debt securities are at a greater risk of default than investment grade bonds
and may be less liquid, which may increase volatility. Investors in asset-backed securities, including mortgage-backed securities and collateralized loan obligations (“CLOs"), generally receive payments
that are part interest and part return of principal. These payments may vary based on the rate loans are repaid. Some asset-backed securities may have structures that make their reaction to interest
rates and other factors difficult to predict, making their prices volatile and they are subject to liquidity and valuation risk. CLOs bear similar risks to investing in loans directly, such as credit, interest rate,
counterparty, prepayment, liquidity, and valuation risks. Loans are often below investment grade, may be unrated, and typically offer a fixed or floating interest rate.

Guggenheim Investments represents the following affiliated investment management businesses of Guggenheim Partners, LLC: Guggenheim Partners Investment Management, LLC, Security Investors,
LLC, Guggenheim Funds Distributors, LLC, Guggenheim Funds Investment Advisors, LLC, Guggenheim Corporate Funding, LLC, Guggenheim Wealth Solutions, LLC, Guggenheim Partners Europe Limited,
Guggenheim Partners Japan Limited, GS GAMMA Advisors, LLC, and Guggenheim Private Investments, LLC.

©2025, Guggenheim Partners, LLC. All Rights Reserved. No part of this document may be reproduced, stored, or transmitted by any means without the express written consent of Guggenheim Partners, LLC.
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