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Resilience

Consistent with MacKay Municipal Managers’ forecast in our 2021 Insights, the municipal market demonstrated

significant resilience in the first half of 2021 reinforcing its historic adaptability. Through the first six months of the
year, the Biden Administration’s policy agenda began to materialize resulting in a large stimulus package.

This coupled with domestic improvements related to the COVID-19 pandemic, vaccine developments and efficacy
improved the nation’s economic outlook. Better than expected tax revenues boosted further by the economic stimulus
has strengthened credit fundamentals within the municipal market.

The 2021 MacKay Municipal Managers™ theme of “resiliency” speaks to the essentiality of the municipal market,
the reliability of sustained revenue streams, and the market’s ability to withstand and adjust to the unexpected.

Top Five MacKay Municipal Managers’ Market Insights for 2021: “Resilience”

Rationale Portfolio in Action Mid-Year Status
0 The Biden Administration’s policies are Based on the expectation that ON TARGET

expected to positively impact the Biden Administration’s policies Federal stimulus measures have put additional

municipal market in multiple ways. would be a positive for dollars in the economy, which has helped with
POLICY: THE BIDEN - o . ici

Anticipated initiatives include municipal fundamentals, we state revenue losses, as well as already strong
ADMINISTRATION infrastructure spending, increasing continue to favor credit. Thus personal income tax collections. In aggregate,
MAKES AN IMPACT employment opportunities and far, fiscal stimulus has been across the March 2020 CARES Act, the

addressing climate change. These beneficial to state and local December 2020 stimulus and the $1.9TR

L . - ) governments, and other American Rescue Plan, there has been an
objectives likely coalesce in a higher . . . . .
) municipal credits. estimated $1.2TR of municipal related provisions
volume of infrastructure-related ) h
icioal i that will b and aid across the various sub-sectors. The

municipal issuance that witl become Looking ahead, we expect a American Rescue Plan alone has approximately

more recognl.zed by impact-oriented broader array of municipal $650B in municipal related support. (source:

investors for its strong ESG aspects. We ;. astment opportunities JPM, June 2021).

expect a broad array of municipal focused on climate and

projects will be climate friendly, employment as an outcome of The additional aid has led to improvement in
supportive of increased employment these policies. There is positive credit especially in some of the distressed
development and will carry the dual momentum within the segments. For example, credit spreads have
oversight of both federal and state bipartisan infrastructure tightened in states like IL and NJ which were in
governments. In addition, investor framework towards Electric crisis prior to the pandemic. YTD index returns as
anticipation of the Biden Administration  y/apicle infrastructure, of 6/30/21: Bloomberg Barclays Municipal Bond
pushing taxes higher (more likely a resilience infrastructure (which Index: 1.06%, Bloomberg Barclays Municipal
2022 event) increases the value of tax focuses on climate-related Bond lllinois: 3.55%, Bloomberg Barclays
exemption and municipal demand. upgrades) and environmental Municipal Bond New Jersey: 2.50%.

remediation.

Past performance is not indicative of future results.
It is not possible to invest directly in an index. Please see disclosures at the end of this document for index descriptions.
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Rationale
e We expect to see excess return
opportunities in the COVID-impacted
STAMINA KEY - eatmars serporatonan et
SECTORS WITHSTAND induced wider credit spreads on select
THE COVID

issuers should continue into 2021, and
SHUTDOWN the risk for investors to avoid are those
securities with perceived credit
weakness. However, a subset of those
issuers have access to a broad array of
policy and financial tools that should
aid them in surviving the current crisis.
We believe strategies employing an
active, relative value approach focused
on understanding credit fundamentals,
liquidity and the political landscape can
better identify those bonds that
represent value. However, because
politics play a role and outcomes are
likely uneven, investing agility is also
essential.

9 We believe that the long-awaited final
chapters in the restructuring of Puerto
. Rico debt will provide investors an
RESURRECTION: attractive relative value opportunity in
PUERTO RICO RISES the Territory’s credits. Ultimately, a

WHILE HIGH RISK combined $11 billion of Puerto Rico
DEAL BOND PRICES related debt could restructure out of
DECLINE default in 2021 and resume paying

interest. We anticipate demand for
these bonds will be strong.

The opportunity in Puerto Rico credits
stands out relative to much riskier,
primarily single site, project finance
municipal credits that are prevalent in
some high yield portfolios. We
anticipate those highly leveraged and
illiquid bond financings could face
significant spread widening as project
revenues fall short of original
projections and investors, facing
potential restructurings, attempt to sell
their positions.

Past performance is not indicative of future results.

Portfolio in Action

Amidst the dislocation, MacKay
Municipal Managers™
identified opportunities in
“frontline COVID credits”
including transportation,
healthcare and dedicated tax
returns. We have maintained
an overweight exposure to
these sectors.

Fundamental analysis and
relative value security selection
has been of the utmost
importance within these
sectors.

Puerto Rico securities have
played an important role in
alpha generation for our
portfolios over the years. Where
guidelines permit, we have
taken a dynamic approach
within this sector.

During the first half of 2021,
Puerto Credits have been a
large contributor in our
portfolios.

We have maintained our
rigorous underwriting
standards and avoided the
speculative parts of the high
yield market.
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Mid-Year Status

ON TARGET

Healthcare and transportation are the best
performing revenue backed sectors YTD, with
Bloomberg Barclays Municipal Bond: Hospital
returning 2.15% and Bloomberg Barclays
Municipal Bond: Transportation returning 1.93%,
vs. the Bloomberg Barclays Municipal Bond Index
at 1.06% as of 6/30/21.

The stamina of these sectors can be illustrated
via the following: The scale of downgrades for
airport ratings was lower than what was
anticipated, as ratings for 88% of the bonds in
the Bloomberg Barclays Municipal Bond: Airport
Index were unchanged over the past year
(Source: CreditSights, 6/24/21). Among
hospitals, the number of upgrades has exceeded
the number of downgrades YTD as of 6/14/21
(Source: FitchRatings).

ON TARGET

The restructuring of Puerto Rico debt is expected
to occur later this year and $7.4Bn of central
government debt is now expected to be back on
accrual per Federal Oversight and Management
Board’s Commonwealth Plan of Adjustment.
(Source: Bloomberg News, 7/7/21)

The bonds that are expected to restructure,
General Obligation bonds, Public Buildings
Authority (PBAs) and Puerto Rico Electric Power
Authority (PREPAs) have returned in the range of
12-20% YTD as of 6/30/21. (Source: MSRB, ICE,
Bloomberg) The Bloomberg Barclays High Yield
Muni Index has returned 6.13% YTD.

While defaults in the overall municipal market
remain low, more than 80% of the defaults YTD
have been concentrated in retirement (senior
living, assisted living centers) and project
financing (single site project finance deals)
(Source: Municipal Market Analytics Trends as of
6/30/21). We believe positive technicals of the
current market may be delaying spread widening
in the highly leveraged and illiquid bond
financings.

It is not possible to invest directly in an index. Please see disclosures at the end of this document for index descriptions.
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Rationale

We believe taxable bond investors, in
recognition that corporate bond yields
do not adequately compensate them for
their relative risk, add to their taxable
municipal holdings. When compared to
corporate bonds, we believe taxable
municipal bonds’ stronger credit quality,
higher yields, and risk benefits offer
better value for investors with tax-free
accounts. In 2020, corporate bonds
yields fell to record lows while their
interest rate risk, as measured by the
duration of the ICE BofA US Corporate
Index, had the largest single-year
extension in over 30 years.

OASIS: TAXABLE
MUNICIPAL BONDS IN
A GLOBAL FIXED
INCOME WORLD

In contrast, taxable municipal risk
adjusted yields are the cheapest they
have been in more than a decade when
compared to investment grade
corporate bonds.* Tax-exempt investors
will likely benefit as strong demand for
taxable municipal bonds spurs issuance
and reduces tax-exempt supply.

We believe that tax-exempt bonds from
municipal issuers providing essential
services will outperform other fixed

L5

S UG income asset classes due to their
MUNICIPAL BONDS favorable, intrinsic credit

OUTLAST THE characteristics. While we understand
HEADLINES

municipal bond investor uncertainty is
due to weak economic conditions, low
yields and negative news coverage on
the sector, investors should focus on
what we believe is the inherent stability
of municipal revenue streams sourced
from municipal services that are
essential to our everyday lives. They
should find confidence in select local
government bonds supported by
property taxes that continue to be paid,
income taxes collected and sales taxes
withheld. Those revenue streams
support many forms of state-level debt.
Although we expect the economy to
recover, thoughtful, research-driven
credit selection is also essential to
differentiate among issuers.

Portfolio in Action

MacKay Municipal Managers runs
dedicated taxable municipal
strategies and advocates the use of
taxable municipals in accounts
where appropriate. Based on our
relative value analysis, we have
increased taxable municipal
exposure in tax-exempt portfolios
where guidelines permit.

With the organic level of growth in
this market, we have also seen
growth in the number of taxable
municipal accounts as attributes of
the asset class continue to
resonate with retail and non-
traditional buyers.

With the expectation of an
Infrastructure bill passing and an
evolution with a greater breadth of
supply, we believe in the longevity
of this asset class within
municipals.

Despite headline news regarding
COVID cases, state budgets and
the like, MacKay Municipal
Managers™ continued to focus on
relative value analysis to find
opportunities in the municipal
market. The essentiality of the
market has sustained as the
economy came to halt and has
slowly recovered since.

We continue to favor municipals in
this environment. Strong mutual
fund flows and oversubscribed
deals in the primary market are
evidence of the stability and the
perseverance of the asset class.
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Mid-Year Status

ON TARGET

Using Morningstar’s Intermediate Core
category as a proxy, Taxable Municipals have
returned 0.30% YTD as of 6/30/21, while US
treasuries (Bloomberg Barclays U.S. Treasury
Index), IG corporates (Bloomberg Barclays U.S.
Corporate Investment Grade Index), and
securitized debt (ABS/MBS) (Bloomberg
Barclays U.S. Asset Backed Securities
Index/Bloomberg Barclays U.S. Mortgage
Backed Securities Index) have returned -
2.58%, -1.27% and 0.18%/-0.77%
respectively.

YTD taxable issuance, $65B is approximately
30% of total municipal issuance, $238B
(source: Bloomberg, 6/30/2021).

There is an upward trend year over year for
municipal allocation within non-US portfolios
(source: FRED economic data as of 3/31/21).

ON TARGET

Given the essential nature of the municipal
market, issuers were able to secure significant
federal assistance through the American
Rescue Plan (ARP) to fund necessary services
such as airports, transit and education.

When comparing market value of upgrades,
year to date 2021 has seen a 6x increase
compared to 2020 according to Bloomberg
data tracking of Fitch and S&P rated bonds.
We would attribute this primarily to the
improved financial picture after better than
expected tax collections and infusion of federal
aid.

According to the Census data as of 3/31/21,
the states’ tax collections grew by 9.6% year
over year, general sales and gross receipts
taxes increased 3.5%, individual income taxes
ballooned by 18.6%, and corporation net
income tax collections were up 33.1%.

According to Municipal Market Analytics, there
have been 30 new municipal defaults through
6/30/21 which is down 20% from the same
timeframe last year. Overall, however defaults
remain low in the municipal market.

1. Source: ICE DATA, as of 12/2020 - Comparing yield to worst divided by modified duration to worst for the ICE BofA Broad US Taxable Municipal Securities

Index and the ICE BofA US Corporate Index over the last 10 years.

Past performance is not indicative of future results.

It is not possible to invest directly in an index. Please see disclosures at the end of this document for index descriptions.
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DISCLOSURES

This material contains the opinions of the MacKay Municipal Managers™ team of MacKay Shields LLC but not necessarily those of MacKay Shields LLC. The
opinions expressed herein are subject to change without notice. This material is distributed for informational purposes only. Forecasts, estimates, and opinions
contained herein should not be considered as investment advice or a recommendation of any particular security, strategy or investment product. Information
contained herein has been obtained from sources believed to be reliable, but not guaranteed. Any forward-looking statements speak only as of the date they are
made and MacKay Shields assumes no duty and does not undertake to update forward-looking statements. No part of this document may be reproduced in any
form, or referred to in any other publication, without express written permission of MacKay Shields LLC. ©2021, MacKay Shields LLC. All rights reserved.

Note to European Investors: This document is intended for the use of professional and qualifying investors (as defined in the Alternative Investment Fund
Manager’s Directive) only. Where applicable, this document has been issued by MacKay Shields Europe Investment Management Limited, Hamilton House, 28
Fitzwilliam Place, Dublin 2 Ireland, which is authorized and regulated by the Central Bank of Ireland.

Availability of this document and products and services provided by MacKay Shields LLC and/or MacKay Shields Europe Investment Management Limited
(collectively, “MacKay Shields”) may be limited by applicable laws and regulations in certain jurisdictions and this document is provided only for persons to
whom this document and the products and services of MacKay Shields may otherwise lawfully be issued or made available. None of the products and services
provided by MacKay Shields are offered to any person in any jurisdiction where such offering would be contrary to local law or regulation. This document is
provided for information purposes only. It does not constitute investment advice and should not be construed as an offer to buy securities. The contents of this
document have not been reviewed by any regulatory authority in any jurisdiction.

MacKay Municipal Managers is a trademark of MacKay Shields LLC.

MacKay Shields LLC is a wholly owned subsidiary of New York Life Investment Management Holdings LLC, which is wholly owned by New York Life Insurance
Company. "New York Life Investments" is both a service mark, and the common trade name of certain investment advisers affiliated with New York Life
Insurance Company. Investments are not guaranteed by New York Life Insurance Company or New York Life Investments.

Past performance is not indicative of future results. It is not possible to invest directly into an index.

COMPARISONS TO AN INDEX

Comparisons to a financial index are provided for illustrative purposes only. Comparisons to an index are subject to limitations because portfolio holdings,
volatility and other portfolio characteristics may differ materially from the index. Unlike an index, portfolios within the composite are actively managed and may
also include derivatives. There is no guarantee that any of the securities in an index are contained in any managed portfolio. The performance of an index may
assume reinvestment of dividends and income, or follow other index-specific methodologies and criteria, but does not reflect the impact of fees, applicable
taxes or trading costs which, unlike an index, may reduce the returns of a managed portfolio. Investors cannot invest in an index. Because of these differences,
the performance of an index should not be relied upon as an accurate measure of comparison.

ICE Data Indices, LLC (“ICE Data”), is used with permission. ICE® is a registered trademark of ICE Data or its affiliates and BOFA® is a registered trademark of
Bank of America Corporation licensed by Bank of America Corporation and its affiliates (“BOFA”) and may not be used without BOFA’s prior written approval. ICE
data, its affiliates and their respective third party suppliers disclaim any and all warranties and representations, express and/or implied, including any
warranties of merchantability or fitness for a particular purpose or use, including the indices, index data and any data included in, related to, or derived
therefrom. Neither ICE Data, its affiliates nor their respective third party suppliers shall be subject to any damages or liability with respect to the adequacy,
accuracy, timeliness or completeness of the indices or the index data or any component thereof, and the indices and index data and all components thereof are
provided on an “as is” basis and your use is at your own risk. ICE data, its affiliates and their respective third party suppliers do not sponsor, endorse, or
recommend MacKay Shields LLC, or any of its products or services.

BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). BARCLAYS® is a trademark and service
mark of Barclays Bank Plc (collectively with its affiliates, “Barclays”), used under license. Bloomberg or Bloomberg'’s licensors, including Barclays, own all
proprietary rights in the Bloomberg Barclays Indices. Neither Bloomberg nor Barclays approves or endorses this material, or guarantees the accuracy or
completeness of any information herein, or makes any warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent
allowed by law, neither shall have any liability or responsibility for injury or damages arising in connection therewith.

The following benchmarks may be referred to in this document:

BLOOMBERG BARCLAYS MUNICIPAL BOND INDEX is a rules-based, market-value-weighted index engineered for the long-term tax-exempt bond market.
To be included in the index, bonds must be rated investment-grade (Baa3/BBB- or higher) by at least two of the following ratings agencies: Moody's, S&P, Fitch.
If only two of the three agencies rate the security, the lower rating is used to determine index eligibility. If only one of the three agencies rates a security, the
rating must be investment-grade. They must have an outstanding par value of at least $7 million and be issued as part of a transaction of at least $75 million.
The bonds must be fixed rate, have a dated-date after December 31, 1990, and must be at least one year from their maturity date. Remarketed issues, taxable
municipal bonds, bonds with floating rates, and derivatives, are excluded from the benchmark. The index has four main sectors: general obligation bonds,
revenue bonds, insured bonds (including all insured bonds with a Aaa/AAA rating), and pre-refunded bonds. Most of the index has historical data to January
1980. In addition, sub-indices have been create based on maturity, state, sector, quality, and revenue source, with inception dates later than January 1980.
BLOOMBERG BARCLAYS MUNICIPAL BOND ILLINOIS

Bloomberg Barclays Municipal Bond lllinois Index is a sub-index of the Bloomberg Barclays Municipal Bond Index and represents Illinois municipal bonds.
BLOOMBERG BARCLAYS MUNICIPAL BOND NEW JERSEY

Bloomberg Barclays Municipal Bond New Jersey Index is a sub-index of the Bloomberg Barclays Municipal Bond Index and represents NJ municipal bonds.
BLOOMBERG BARCLAYS MUNICIPAL BOND: HOSPITAL

Bloomberg Barclays Municipal Bond Hospital Index is a sub-index of the Bloomberg Barclays Municipal Bond Index and represents hospital municipal bonds.
BLOOMBERG BARCLAYS MUNICIPAL BOND: TRANSPORTATION

Bloomberg Barclays Municipal Bond Transportation Index is a sub-index of the Bloomberg Barclays Municipal Bond Index and represents transportation
municipal bonds.
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BLOOMBERG BARCLAYS MUNICIPAL BOND: AIRPORT INDEX
Bloomberg Barclays Municipal Bond Airport Index is a sub-index of the Bloomberg Barclays Municipal Bond Index and represents airport municipal bonds.

BLOOMBERG BARCLAYS U.S. TAXABLE MUNICIPAL INDEX

The Bloomberg Barclays U.S. Taxable Municipal Bond Index is a rules-based, market-value-weighted index engineered for the long-term taxable bond market. To
be included in the index, bonds must be rated investment-grade (Baa3/BBB- or higher) by at least two of the following ratings agencies if all three rate the bond:
Moody's, S&P, Fitch. If only two of the three agencies rate the security, the lower rating is used to determine index eligibility. If only one of the three agencies
rates a security, the rating must be investment-grade. They must have an outstanding par value of at least $7 million and be issued as part of a transaction of at
least $75 million. The bonds must be fixed rate and must be at least one year from their maturity date. Remarketed issues (unless converted to fixed rate),
bonds with floating rates, and derivatives, are excluded from the benchmark.

BLOOMBERG BARCLAYS U.S. TREASURY INDEX

Public obligations of the U.S. Treasury with a remaining maturity of one year or more. Must be a U.S. Treasury security. Must have at least $300 million par
amount outstanding. Must be rated investment-grade (Baa3/BBB- or higher) by at least two of the following ratings agencies: Moody's, S&P, Fitch. Must be
fixed rate. Must be dollar-denominated and non-convertible.

BLOOMBERG BARCLAYS U.S. CORPORATE INVESTMENT GRADE INDEX
The Bloomberg Barclays U.S. Corporate Bond Index measures the investment grade, fixed-rate, taxable corporate bond market. It includes USD denominated
securities publicly issued by U.S. and non-U.S. industrial, utility and financial issuers.

BLOOMBERG BARCLAYS U.S. ASSET BACKED SECURITIESINDEX

The index includes pass-through, bullet, and controlled amortization structures. Must have an average life of at least one year. Must have at least $500 million
deal size and $25 million tranche size. Must be rated investment-grade (Baa3/BBB- or higher) by at least two of the following ratings agencies: Moody's, S&P,
Fitch. Must be fixed rate. Must be the senior class, ERISA-eligible B or C tranche of the deal. Must belong to one of the following categories of asset-backed
securities: Credit Card and Charge Card, Auto Loan, Utility.

BLOOMBERG BARCLAYS U.S. MORTGAGE BACKED SECURITIES INDEX
The Bloomberg Barclays U.S. MBS Index covers the mortgage-backed pass-through securities of Ginnie Mae (GNMA), Fannie Mae (FNMA), and Freddie Mac
(FHLMC). Must have a weighted average maturity (WAM) of at least one year. Must have at least $300 million par amount outstanding. Must be fixed rate.

BLOOMBERG BARCLAYS MUNICIPAL HIGH YIELD INDEX

An unmanaged index of municipal bonds with the following characteristics: fixed coupon rate, credit rating of Bal or lower or non-rated using the middle rating
of Moody's, S&P, and Fitch, outstanding par value of at least $3 million, and issued as part of a transaction of at least $20 million. In addition, the bonds must
have a dated-date after December 31, 1990 and must be at least one year from their maturity date.

ICE BOFA U.S. CORPORATE INDEX tracks the performance of U.S. dollar denominated investment grade corporate debt publicly issued in the U.S.
domestic market. Qualifying securities must have an investment grade rating (based on an average of Moody’s, S&P and Fitch), at least 18 months to final
maturity at the time of issuance, at least one year remaining term to final maturity as of the rebalancing date, a fixed coupon schedule and a minimum amount
outstanding of $250 million. Original issue zero coupon bonds, 144a securities (with and without registration rights), and pay-in-kind securities (including toggle
notes) are included in the index. Callable perpetual securities are included provided they are at least one year from the first call date. Fixed-to-floating rate
securities are included provided they are callable within the fixed rate period and are at least one year from the last call prior to the date the bond transitions
from a fixed to a floating rate security. Contingent capital securities (“cocos”) are excluded, but capital securities where conversion can be mandated by a
regulatory authority, but which have no specified trigger, are included. Other hybrid capital securities, such as those issues that potentially convert into
preference shares, those with both cumulative and non-cumulative coupon deferral provisions, and those with alternative coupon satisfaction mechanisms, are
also included in the index. Equity-linked securities, securities in legal default, hybrid securitized corporates, euro dollar bonds (USD securities not issued in the
U.S. domestic market), taxable and tax-exempt U.S. municipal securities and DRD-eligible securities are excluded from the index. Index constituents are market
capitalization weighted. Accrued interest is calculated assuming next-day settlement. Cash flows from bond payments that are received during the month are
retained in the index until the end of the month and then are removed as part of the rebalancing. Cash does not earn any reinvestment income while it is held in
the index.

©Morningstar 2021. All rights reserved. Used with permission. Use of this content requires expert knowledge. It is to be used by specialist institutions only. The
information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied, adapted or distributed; and (3) is not warranted
to be accurate, complete or timely. Neither Morningstar not its content providers are responsible for any damage or losses arising from any use of this information,
except where such damages or losses cannot be limited or excluded by law in your jurisdiction. Past financial performance is no guarantee of future results



