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Municipal market supply conditions remained elevated, nevertheless, healthy

Technicals demand effectively offset the impact.

Muni fundamentals remain stable as default expectations remain low.
Fundamentals Fundamentals remain stable; however, slower economic growth will limit growth
in revenues across many sectors, in particular tax revenues.

Valuations remain attractive, given that municipal bonds have generally

Valuations lagged other fixed-income sectors YTD, especially in the longer-term maturities.

Source: FTFI Muni Monthly Update as of 12/31/2025.

For Financial Professional and Institutional Use Only. Not for Public Use. 2



Taxable equivalent yield spread over taxable bond offerings

Municipal Taxable Equivalent Yield (TEY) vs. Taxable Alternatives
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Taking a long-term view
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AAA Muni Curve vs. US Treasury Curve vs. AAA Muni Taxable Equivalent Yields
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Bloomberg Municipal Index Historical Yield
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Seeing past the headline risk: Fundamentals remain strong @?Eﬁﬁﬂ%N

Moody’s and S&P Ratings Upgrades vs. Downgrades
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Sources: S&P and Moody's as of 12/31/2025.
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Muni ETF and mutual fund weekly flows (ICl)
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Active vs. passive

Active ETF Launches by Category 2025 2024
US Fund High Yield Muni 5 2
US Fund Muni California Intermediate 2
US Fund Muni California Long 1
US Fund Muni National Intermediate 7 7
US Fund Muni National Short 3 3
US Fund Muni New York Intermediate 1
US Fund Muni New York Long 2 1
US Fund Muni Target Maturity 5 5
US Fund Massachusetts

Grand Total 23 22
Passive ETF Launches by Category 2025 2024
US Fund High Yield Muni

US Fund Muni California Intermediate 1
US Fund Muni California Long 3

US Fund Muni National Intermediate 2 1
US Fund Muni National Short 1

US Fund Muni New York Intermediate 1

US Fund Muni New York Long

US Fund Muni Target Maturity 2 2
US Fund Massachusetts

Grand Total 9 4

Source: Morningstar. Data as of 12/31/2025.
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Municipal bond open-ended fund flows
ETFs vs. mutual funds

Net Flows
12/31/2025

80,000
69,865
70,000

50,000 55,413 54291

50,000

$Millions

40,000 37,713 37,713
(33,394)

30,000

20,000

10,000

Estimated Net Flow - YTD Estimated Net Flow — 12 Months Estimated Net Flow — 24 Months Estimated Net Flow — 36 Months

m Total ETF  m Total Mutual Fund

Source: Morningstar.
11



WHAT ARE THE RISKS?

All investments involve risks, including possible loss of principal. Fixed income securities involve interest rate, credit, inflation and reinvestment risks, and possible loss of principal. As interest rates rise,
the value of fixed income securities falls. Liquidity risk exists when securities or other investments become more difficult to sell, or are unable to be sold, at the price at which they have been valued. Active
management does not ensure gains or protect against market declines. Portfolios focused on a single state are subject to greater risk of adverse economic and regulatory changes than a geographically
diversified portfolio.

ETFs trade like stocks, fluctuate in market value and may trade at prices above or below their net asset value. Brokerage commissions and ETF expenses will reduce returns. ETF shares may be
bought or sold throughout the day at their market price,not their Net Asset Value (NAV), on the exchange on which they are listed. Shares of ETFs are tradable on secondary markets and may trade either at
a premium or a discount to their NAV on the secondary market. Retail investors buy and sell shares of ETFs at market price (not NAV) in the secondary market throughout the trading day. These shares are
not individually available for purchase or redemption directly from the ETF.

This material is intended to be of general interest only and should not be construed as individual investment advice or a recommendation or solicitation to buy, sell or hold any security or to adopt any
investment strategy. It does not constitute legal or tax advice. This material may not be reproduced, distributed or published without prior written permission from Franklin Templeton.

The views expressed are those of the investment manager and the comments, opinions and analyses are rendered as at publication date and may change without notice. The underlying assumptions and
these views are subject to change based on market and other conditions and may differ from other portfolio managers or of the firm as a whole. The information provided in this material is not intended as a
complete analysis of every material fact regarding any country, region or market. There is no assurance that any prediction, projection or forecast on the economy, stock market, bond market or the economic
trends of the markets will be realized. The value of investments and the income from them can go down as well as up and you may not get back the full amount that you invested. Past performance is not
necessarily indicative nor a guarantee of future performance. All investments involve risks, including possible loss of principal.

Any research and analysis contained in this material has been procured by Franklin Templeton for its own purposes and may be acted upon in that connection and, as such, is provided to you incidentally.
Data from third party sources may have been used in the preparation of this material and Franklin Templeton ("FT") has not independently verified, validated or audited such data. Although information has
been obtained from sources that Franklin Templeton believes to be reliable, no guarantee can be given as to its accuracy and such information may be incomplete or condensed and may be subject to
change at any time without notice. The mention of any individual securities should neither constitute nor be construed as a recommendation to purchase, hold or sell any securities, and the information
provided regarding such individual securities (if any) is not a sufficient basis upon which to make an investment decision. FT accepts no liability whatsoever for any loss arising from use of this information and
reliance upon the comments, opinions and analyses in the material is at the sole discretion of the user.

Products, services and information may not be available in all jurisdictions and are offered outside the U.S. by other FT affiliates and/or their distributors as local laws and regulation permits. Please consult
your own financial professional or Franklin Templeton institutional contact for further information on availability of products and services in your jurisdiction.

U.S. by Franklin Templeton, One Franklin Parkway, San Mateo, California 94403-1906, (800) DIAL BEN/342-5236, franklintempleton.com. Investments are not FDIC insured; may lose value; and are not bank
guaranteed.
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