CROWN WEALTH

STRATEGIES

THE POWER OF MUNICIPALS IN A
LOWER-RATE ENVIRONMENT

Good afternoon,

With rates expected to shift lower, now is an ideal time to revisit the
role of municipal bonds in a well-balanced portfolio. Municipals
continue to offer one of the most effective ways to generate tax-free
income, preserve capital, and capture potential price appreciation as
yields decline.

We’re currently reviewing opportunities within the GW&K Municipal
Bond portfolios, which have historically emphasized quality,

selectivity, and strong risk-adjusted returns. GW&K’s active management approach seeks to
identify value across the curve while maintaining the discipline that has made municipals a
reliable income source for decades.

GW&K’s recent analysis, “Beyond Cash: The Power of Bonds,” offers additional context on
why municipals and other quality bonds may play a renewed role in diversified portfolios.

If you'd like to discuss how these strategies fit within your personal plan—or simply review
how your current fixed income allocation is positioned—I’d be happy to schedule a short call
or meeting.

Sincerely,

Lizzie Dipp Metzger

Explore GW&K’s “Beyond Cash” Presentation
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THE CASE FOR MUNIS: BEYOND THE COMFORT OF CASH

In our second instaliment of “The Case for Murnis,” we highight the risks of staying in cash, and the

compelling opportunities that tax-exempt bonds offer in today’s market

Thesharp risein yidds that started in 2022 has resulted in hestorically weak traling
returns for municipal bond investors. Theresponse for many has been to retreat to the

safety of cash. With money market rates hovenng around 4%, thes may fed ke a

rational decision, but risks associated with mantamng that posiboning have increas ed
dramatically. Not only are money market rates set to dechine, but we are also seaing

the most comp dling entry point for the muni market in the last 15 years (Figure 1)
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As you can seein Figure 2, short rates, by the Fed’s own projecions, are set o fal by 100 basis
paoints (bps) over thenext two years. As that process plays out, cash-heavy nvestors will see thar
incom efreturns dedine significantly

FIGURE 2
What the US Federal Reserve Intends for Rates
Current 2-Year Trajectory of Fed Funds Rate
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Meanwhile, the extrem e steepening of the mumi yidd arve has naeasaed the penalty for ramaning
in cash and reduced the "misk ™ of taking on duration. in Figure 3, we show three potential paths for
rates based on the Fed’s projections. While a rsing rate emvironm ent results in a slightly lower retum

than maney market funds, flat and dedining rate scenarnios produce a clear advantag e for owning
bonds.

FIGURE 3
Municipal Bond Tax-Adjusted Performance

Forward 2-Year Returns Based on Projected Fed Funds Rate Dot Plot
As of Fed'’s latest Summary of Economic Projection (June 2025)
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To e sure, no one can predict the exact path long-termrates will take after the upcoming Federal
Open Market Committee meetings, but history has repeatedly shown that, when the Fed is easing,
leaning into duration has been a winning strategy (Figure 4)

FIGURE 4
Bonds Outperform Cash During Cutting Cycles
3-Year Cumulative Returns
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So yes, 4% cash seems like a logical decision but it is this very risk aversion that has created an
opportunity for those willing to add a modest amount of duration. We think the time is now to at
least leg into the market

GWE&K s a market leader and pioneer in municipal bond investing having managed
poartfolios for clients since our founding in 1974. Our investment approach is active, flexible,
and rocted in disciplined research to preserve and enhance principal and income. Learn more
about our capabilities and don't hesitate to col fu.

L US.

DISCLOSURES:

All material has been obtained from sources believed to be reliable, butits accuracy is not guaranteed. There is no representation or warranty as to the current accuracy of,
nor liability for, decisions based on such information. This represents the views and opinions of GW&K and does not constitute investment advice, nor should it be considered
predictive of any future market performance.

GWEK INVESTMENT MANAGEMENT BOSTON, MA | WINTER PARK, FL 617.236.8900 WWW.GWKINVEST.COM

GWa&K'’s recent analysis, “Beyond Cash: The Power of Bonds,” offers additional context on
why municipals and other quality bonds may play a renewed role in diversified portfolios.

NEED TO SCHEDULE?

We are now able to meet in
person, via phone or Zoom!




We are here to work with you
whatever your preference!

Try our new easy scheduling
system, just choose the type of
meeting and date/time that
works for you and schedule
anytime!

-

Schedule a Review

5L

PERSONAL PLANNING

ESTATE PLANNING BUSINESS PLANNING

Give Us A Call

915-613-4300

Email Us
Create a Plan

Get The App
Your Team

Visit the client .. .
portall Lizzie Dipp Metzger

President, Financial Advisor
emetzger@crownws.com

Brian Metzger
President of Business Development

bmetzger@crownws.com
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Crown Wealth Strategies is a comprehensive wealth planning practice in El Paso, Texas, that provides clients with an integrated
investment and insurance strategy focused on maximizing value over the course of their lifetime. Elizabeth Dipp Metzger Member
Agent, The Nautilus Group®, a service of New York Life Insurance Company - www.TheNautilusGroup.com. Financial Adviser
offering investment advisory services through Eagle Strategies LLC, a Registered Investment Adviser. Registered Representative

offering securities through NYLIFE Securities LLC, Member FINRA/SIPC, a Licensed Insurance Agency, « 303 N. Oregon Suite
1100 El Paso TX 79901 - 915-534-3200.Crown Wealth Strategies, its agents, employees and affiliates do not provide tax, legal or
accounting advice. Read more about the Forbes SHOOK®Research Top Financial Security Professionals list and the ranking
methodology here: https://www.forbes.com/sites/rishook/2024/07/10/method ology-americas-top-financial-security-professionals-

2024/. Council is an annual New York Life recognition program based on agent production from July 1-June 30.Crown Wealth
Strategies is not owned or operated by Eagle Strategies LLC, NYLIFE Securities LLC, or their affiliates.
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