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Tackling climate change through the municipal bond
market
By: Lauren Kashmanian | A pril 19, 2021

New York - This Earth Day, we celebrate the increasing global attention to ward environmental stewardship and look for
ways the investment community can promote sustainability. In the municipal bond market, investors can invest in projects
that aim to provide a meaningful environmental benefit to municipalities and their constituents across the United States.
Areas of focus for environmental or "green" projects include clean energy; clean drinking water and water pollution control;
sustainable, LEED-certified construction projects; investments in mass transportation systems; and climate-adaptive
infrastructure.
The Biden ad ministration has unveiled a new $2 trillion infrastructure and economic recovery plan, the American Jobs Plan,
which is designed to simultaneously revitalize the country's infrastructure and combat climate change. This progressive plan
includes:

Similar projects outlined in this plan have historically been financed through the municipal bond market, and we expect that
these initiatives will lead to increased green bond issuance.
Investing in mass transportation
A cornerstone of the American Jobs Plan w ould be up dating the nation's infrastructure, including roads, brid ges and public
transit systems. For the past 65 years, the U.S. has spent nearly $10 trillion funding roads and highways — with just a quarter
of that for buses sub ways, and rail.1 Investing in the nation's public transit systems will be critical to achieving the goal of
carbon neutrality in the U.S. by 2 0 5 0.
Transportation is no w the country's largest source of carbon emissions, and in many cities, vehicular traffic is the single
greatest polluter. The switch to public transportation from personal automobiles greatly reduces an individual's carbon

footprint and w ould collectively reduce carbon emissions nationwide. Some U.S. municipalities are already focusing on such
efforts. For example, in August 2 0 2 0, the Los Angeles County Metropolitan Transit Authority issued green municipal bonds,
making it one of only six U.S. authorities to meet the Lo w Carbon Transport criteria for the Climate Bonds Standard.
Cleaner energy and water
The Biden plan also seeks to improve drinking- water infrastructure and deliver a new, improved electrical grid. To up grade
the quality of drinking water, all lead pipes and service lines across the country will be replaced. As we have witnessed in
cities like Flint, Michigan, and Newark, New Jersey, lead water pipes are a major public health hazard; replacing these
systems w ould be highly impactful from both social and environmental perspectives. Newark issued municipal bonds to
replace its lead water system, and we expect many other cities to follo w suit.
We expect a modernized electric grid — a nd the goal of reaching 100% carbon-free electricity by 2035 — t ospur a
considerable amount of issuance in the clean energy sector. Along with wind, solar and hydroelectric po wer system
projects, President Biden's plan includes clean transmission and storage system up grades for public po wer systems
throughout the country.
Building greener and more efficiently
The American Jobs Plan also addresses the need for more affordable housing projects while making housing, commercial
buildings and schools across the country more energy efficient. More than t w o million homes, schools and commercial
buildings will be constructed, preserved and retrofitted to improve resiliency and increase efficiency. Examples of similar
projects that have been issued in the municipal market include a multifamily housing project in New York State and green
bonds for a California school district project.
The housing project bonds were issued to construct affordable lo w -income housing projects, which were identified as
environmentally beneficial based on the expectation that the buildings w ould meet or exceed energy-efficiency standards
and qualify as lo w -carbon buildings. As a result, the bonds were certified as climate bonds by the Climate Bond Initiative.
The school district in California issued green bonds to finance acquisition, installation and equipping of solar heating and
lighting systems to improve energy efficiency throughout the district. These bond issues also financed critical affordable
housing and school buildings expected to have positive environmental impact by meeting or exceeding energy-efficiency
standards.
Bottom line: The American Jobs Plan is a robust, comprehensive strategy to up date aging U.S. infrastructure, with a focus
on sustainability and with climate change at the forefront. We anticipate that municipal investors seeking an ESG focus will
have the opportunity to invest in the revitalization of U.S. infrastructure, helping to achieve positive environmental impact
with their investment portfolios.
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New York Times, "America Has Long Favored Cars Over Trains and Buses. Can Biden Change That?" by Brad Plumer and Nadja Popovich, April 2, 2021.

All investing involves risk, including the risk of loss.
An imbalance in supply and demand in the municipal market may result in valuation uncertainties and greater volatility, less
liquidity, widening credit spreads and a lack of price transparency in the market. There generally is limited public
information about municipal issuers. Investments in income securities may be affected by changes in the credit w orthiness
of the issuer and are subject to the risk of non-payment of principal and interest. The value of income securities also may
decline because of real or perceived concerns about the issuer's ability to make principal and interest payments. As interest
rates rise, the value of certain income investments is likely to decline. Investments involving higher risk do not necessarily
mean higher return potential. Diversification cannot ensure a profit or eliminate the risk of loss. Debt securities are subject
to risks that the issuer will not meet its payment obligations. Lo w rated or equivalent unrated debt securities of the type in
which a strategy will invest generally offer a higher return than higher rated debt securities, but also are subject to greater
risks that the issuer will default. Unrated bonds are generally regarded as being speculative.
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"The Biden ad ministration's American Jobs Plan addresses both infrastructure and larger environmental
issues. This gives municipal bond investors an opportunity to customize their portfolios to align with

their values and benefit the community as a whole."
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