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Muni Issuance Trends and Forecast for 2022
3Jan 2022,2:16 AM

Executive Summary

* Muni new issue volume totaled $464 bn in 2021, eclipsing the previous record of $457 bn, set in 2020.
* Green, forward settlement and insured bond volumes were all up versus 2020.

¢ We estimate this year's volume will be around $480 bn, with increases in both tax-exempt and taxable
borrowing.

NEW ISSUE VOLUME ESTIMATE

We estimate that 2022 volume will total around $480 bn. That would set another record and be an increase of 4%
over 2021.

Our estimate includes $362 bn of non-taxable bonds (including traditional tax-exempt plus Bank Qualified and AMT
bonds) and $118 bn of taxable bonds. Compared to 2021, that would be a 4% increase in non-taxable issuance and a

2% increase in taxable volume.

Annual Long Term Municipal Bond New Issue Volume - Actual & Estimate ($bn)
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Estimated 2022 New Issue Volume

New Money Only Borrowing: about 10% higher than the 2021

total of $223 bn $ 2451 9 208 | $ 3
Current Refundings: ~66% of the $182 bn bonds with 3% or
: S L e 5 120 $ 108 § 12
higher coupons due in "23 or later and callable in 2022:
Advance Refundings: 25% of the $82 bn of bonds with 3-
g v° ' $ 20 $ 8 § 12

handle copuons due in 24 or later and callable in 2023-2025
Advance Refundings: 25% of the $381 bn of bonds with 4% or _

i A APy iy 95 § 38 5 57
higher copuons due in 24 or later and callable in 2023-2025

Total: $ 480 $ 362 $ 118

NEW MONEY: The $223 bn of new money bonds issued in 2021 was up 12% compared to 2020 and was the largest
amount since 2010. 15% of last year's new money bonds came as taxable bonds, down from 17% in 2020 but higher
than the 10% average for the prior five years (2016-2020).

While our assumption for next year includes a 10% increase in new money borrowing, there is recent precedent for
even faster growth in borrowing. New money borrowing in 2017 was 16% higher than the year before, and 2018's
total was 15% above 2017's total.

REFUNDINGS: Based on our review of recent current and advance refunding issuance trends and the characteristics
of bonds that will be callable over the next several years, we estimate a total of $235 bn of refunding bonds,
including $81 bn of taxable and $154 bn of non-taxable bonds.

HOW'D WE DO WITH OUR 2021 FORECAST?

2021's total issuance of $464 bn was 6% below our forecast of $494 bn (see Muni Issuance Trends and 2021
Outlook). Actual new money borrowing of $223 bn was 2% above our estimate of $218 bn.

Total taxable volume of $115 bn was much lower than our forecast of $264 bn, primarily because of issuers'
preference for current refunding bonds, which totaled $138 bn in 2021 ($16 bn taxable). We had estimated current
refunding volume at $39 bn, with $5 bn of that taxable. Advance refunding volume last year was $78 bn ($67 bn
taxable); our estimate was for $238 bn, with all of it taxable.

Based on 2021's issuance, we have assigned a higher probability to bonds with near-term calls getting current
refunded in 2022.

CONCLUSION

Estimating new issue supply requires assumptions about the conditions of the municipal, treasury and corporate
bond markets, as well as the nature of demand, economic conditions and the legal and political environments.

Because of the sensitivities to market conditions, actual refunding issuance could be much higher or lower than we
estimate. For example, if spreads for taxable IG bonds tighten, demand for taxable municipals could increase and
encourage more issuance. If issuers current refund a larger proportion of bonds than forecast, that could add to non-
taxable issuance and subtract from taxable borrowing. An increase in forward-delivery bonds could reduce the
volume of advance refunding bonds. The ability to refinance older bonds is sensitive to market conditions, so the
pace of refunding bond issuance could fluctuate as rates move.

https://www.creditsights.com/articles/423729
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We expect that issuance of new money bonds will be less sensitive to changes in market conditions.

Due to the depth of demand from investment grade taxable bond buyers, we would not be concerned if taxable
municipal supply exceeds our expectations.

Increased supply of tax-exempt bonds could affect credit spreads and prices. We will discuss the potential
implications in greater detail in our forthcoming 2022 municipal outlook report.

2021 PRIMARY MARKET OVERVIEW

Muni new issue volume totaled $464 bn in 2021, eclipsing the previous record of $457 bn, set in 2020. December's
volume was 6% lower than November but 16% heavier than December 2020.

Net supply (new issue volume minus redemptions) was negative in December for the first time since August (see the
chart of Net Supply, below).

Taxable municipal volume declined by 18%, but at $115 bn, was still more than double the average annual volume of
the previous 10-years ($45 bn). $24 bn of "corporate CUSIP" bonds were issued in 2021, a drop of 41% from the $40
bnissued in 2020.

Green Bond issuance continued to grow in 2021. $25 bn of new issue bonds were designated Green last year, a 25%
increase from 2020 when Green bond volume totaled $20 bn. Issuers sold $12 bn of Green bonds in 2019.

19% of the 2021 Green bond volume was taxable.

Insured bonds made up 8% of last year’s long-term issuance—the largest share of the new issue market since 2009
when 9% of new issue bonds were insured. In 2020, 7% of new issues were insured.

Assured Guaranty wrapped 59% of the 2021 insured volume (up from 57% in 2020) while Build America Mutual had
41% of the market (down from 43% in 2020).

67% of the insured 2021 volume was for bonds in six sectors: School Districts (23%), General Obligations (13%),
Water & Sewer (11%), Appropriated (7%), Municipal Utility Districts (7%) and Higher Education (6%). 43% of insured
volume was for new money bonds and 32% was taxable.

For reference, insured bonds make up 4.8% of the market capitalization of the ICE BofAML Municipal Bond Index
(UOAO).

Forward-settlement bond issuance totaled $16 bn in 2021, more than double the amount issued in 2020 ($6.7 bn).
Unsurprisingly, 90% of the 2021 issuance was for refunding bonds, with an additional 5% of volume for refunding
and new money combined issues. Only $896 mn of forward bond issuance was for taxable bonds.

https://www.creditsights.com/articles/423729
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Long Term Municipal Bond New Issue Volume ($ billions)

Jan
Feb
Mar
Apr

May
Jun
July
Aug
Sep
Oct

Nov

Dec
YTD

2011
133 182 268 184
162 296 240 146
175 317 298 272
167 333 366 255
191 370 284 234
295 410 261 338
226 267 285 254
215 330 206 236
271 249 182 234
357 351 254 351
361 324 225 287
258 271 242 352
281.0 370.2 3111 3143 3
FullYear 281.0 3702 3111 3143 3

283
322
445
394
340
35.9
35.2
30.8
222
32.9
232
211
79.7
79.7

247
30.0
423
324
39.7
46.1
275
4438
36.8
52.8
299
184

344 198
220 165
307 252
292 292
36.6 333
36.1 322
238 279
346 331
273 247
371 367
417 242
585 209

246
253
26.2
2717
301
343
29.2
38.5
35.7
548
445
40.0

311
403
17.2
28.2
278
43.9
46.3
414
527
BES
19.8
31.6

26.3
338
46.4
35.8
340
43.9
36.3
43.0
433
406
38.8
36.6

4252 4119 3236 4111 456.8 4639
4252 4119 3236 4111 4568

Based on actual volume through December, 2021. Sources: CreditSights, Bloomberg. Revised 1/1/22

Long Term Municipal Bond Monthly New Issue Volume ($bn)
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Based on actual volume through December 2021. Sources: CreditSights, Bloomberg. Revised 1/1/22
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Long Term New Issuance by Financing Type
Solely New Money Solely Refundmg Ref & New Money

2011 '§ 2810 $ 1280 5 1034 5 484 5

2012 $ 3702 $ 1265 34% $ 1725 47% $ 683 18% 5 29
2013 § 3111 § 1404 45% 5 1132 36% $ 561 18% 5 15
2014 § 3143 § 1232 39% $ 1310 42% $ 597 19% 5 0.5
2015 § 3797 $ 1355 36% $ 166.6 44% $ 748 20% 5 28
2016 $ 4252 $ 1485 35% $ 196.9 46% $ 783 18% 5 s
2017 '8 4119 $§ 1721 42% $ 1579 38% $ 800 19% 5 1.8
2018 $§ 3236 $ 1980 61% $ 676 21% $ 570 18% 5 1.0
2019 § 4111 $ 2045 50% 5 1168 28% 5 884 22% 5 14
2020 $ 4568 $ 19938 44% $ 1661 36% $ 903 20% 5 05
2021 § 4639 $ 2235 48% 5 1344 29% 5 1043 22% 5 1.7

Dollar amounts in billions. As of 12/31/21. Sources: CreditSights, Bloomberg

Long Term New Issuance by Federal Tax Treatment

o e e w8
orps

2010 $ 4246 $ 2263 5 154.0 $ 378 9% § 2% %

2011 $ 2810 $ 2244 80% $ 293 10% $ 187 7% $ 86 3% $ 32
2012 § 3702 % 2993 81% $ 329 9% $ 250 7% $ 129 3% $ 8.1
2013 § 3111 § 2449 79% $ 362 12% $ 199 6% $ 101 3% $ 83
2014 § 3143 $ 2608 83% $ 243 8% $ 197 6% $ 95 3% $ 55
2015 § 3797 $ 3170 83% $ 288 8% $ 224 6% $ 116 3% $ 103
2016 § 4252 $ 3609 85% $ 298 7% $ 224 5% § 121 3% $ 110
2017 § 4119 § 3440 84% $ 342 8% $ 174 4% $ 158 4% $ 117
2018 § 3236 $ 2684 83% $ 259 8% $ 119 4% $ 174 5% $ 140
2019 $ 4111 $ 3047 74% $ 689 17% $ 152 4% $ 223 5% $ 16.1
2020 $ 4568 % 2888 63% $ 1408 31% $ 171 4% $ 100 2% § 404

2021 § 4639 $ 3174 68% $ 1152 25% $ 158 3% $ 154 3% $ 238

Dollar amounts in billiens. PAB Corps shows the amount of corporate bonds issued by not-for-profit organizations. As
of 12/31/21. Sources: CreditSights, Bloomberg

For the 10-years from 2011 through 2020, taxable bond issuance has averaged 12% of total volume.

Issuance of "corporate CUSIP" bonds by not-for-profit issuers dropped to $24 bn in 2021, after peaking at $40 bn in
2020 and averaging $13 bn over the previous 10-years. Only 30% of "corporate CUSIP" bonds were issued to
refinance older debt, a sharp change from 2020 when 53% of volume was for refinancing. Issuance of new money
"corporate CUSIP" bonds totaled $17 bn in 2021, a 12% drop from 2020 ($19 bn).

https://www.creditsights.com/articles/423729
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Monthly Long Term New Municipal Bond Issuance by Federal Tax Treatment

Bank Taxable as
Month Total Tax-Exempt Taxable Qualified AMT Corporate

2016 Avg 5 354 § 301 % 25 § 19 § 10 0.9
2017Avg  $ 343 $ 287 $ 29 % 15 § 13 ' § 1.0
2018Avg $ 270 224 % 22 % 10 $ 15 ' § 1.2
2019Avg  $ 343 § 254 % 57 % 13 § 19 § 1.3
2020 Avg 5 381 % 241 % 17 % 14 § 08 % 34
YTD Avg $ 387 $ 265 $ 96 $ 1.3 § 1.3 §$ 2.0
Dec2020 § 316 § 217 % 86 % 11 $ 02 % 04
Jan 2021 $ 263 % 169 $ 71 % 11 % 12§ 23
Feb 2021 $ 338 % 209 % 116 $ 10 § 06 % 0.8
Mar 2021 5 464 % 353 % 85 § 12 22 % 14
Apr 2021 5 358 § 258 $ 80 % 17 $ 21 % 33
May 2021 $ 340 % 244 % 70 % 14 % 25 % 04
Jun 2021 5 439 § 328 $ 115 $ 11§ 23 | % 33
Jul 2021 $ 363 § 242 % 96 % 13 § 28 % 1.6
Aug 2021 $ 430 % 311§ 84 12  $ 23 | % 1.0
Sep 2021 $ 433 % 297 % 113 $ 19 § 14 % 22
Oct 2021 $ 406 % 265 % 121 15 19 § 238
Nov 2021 5 388 % 274 % 87 % 11 % 17 % 1.6
Dec2021 $ 366 $ 226 $ 14 $ 12 §$ 05 $ 24

Amounts borrowed in the corporate bond market are excluded from the municipal market totals. Dollar amounts in

bilions. As of 12/31/21. Sources: CreditSights, Bloomberg

KEY SECTORS

Airport bond issuance totaled $14 bn, up 37% from the $10 bn issued in 2020. Issuance of tax-exempt airport
revenue bonds dropped by 40% (to $2.9 bn in 2021 from $4.8 bn in 2020), while AMT bond volume rose from $1.8 bn
in 2020 to $8.3 bn in 2021. Taxable bond volume dropped by 24% to $2.6 bn, from $3.5 bn in 2020.

Higher Education bond volume dropped by 13%, from $41.1 bn in 2020 to $35.9 bn in 2021, but tax-exempt bond
issuance actually increased by 9%, from $17.2 bn in 2020 to $18.7 bn in 2021. Taxable bond volume dropped from
$23.1bnin 2020 to $16.4 bn in 2021.

Hospital bond volume dropped by 18% (from $24.7 bn to $20.3 bn).

https://www.creditsights.com/articles/423729
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Monthly Net Supply & Price Returns

50 $50
Net Supply in billions (RH scale)
40 540
e I UNI INdex Price Return in percent (LH scale)
3.0 $30
20 $20
1.0 $10
0.0 50
-1.0 -510
-2.0 -520
-3.0 -530
4.0 -540
-5.0 -550
M~ [ @ (esn] (=] (=) o o -~ -
b b by b = oy ™ ™ ™ ™
§ 3 § 3 § 3 § 3 § 3
Actual net supply through December 2021. Updated January 1, 2022. Source: CreditSights, ICE BofA Indices,

Bloomberg. Net supply is the long-term supply minus the total principal amount of bonds redeemed in the month.

Net supply (new issue volume minus redemptions) in December was -$1.9 bn. For the year, net supply totaled $90.6
bn.

ADDITIONAL READING

Preview of January 2022 Muni Redemptions

AUTHORS

Patrick Luby

Senior Municipal Strategist
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Questions? Contact Muhammad Hassan via email at mhassan@creditsights.com
(mailto:mhassan@creditsights.com) or call +44 20 3176 3969
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