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Intercoastal Capital Markets is your municipal bond expert for your client’s fixed income portfolios.
With more than +20 years of experience, our traders and support team deliver ideas to help your clients
unlock their full return potential. Through various sources and relationships, our desk uncovers opportunities
that are more competitive and often hard to find from other fixed income desks including inventory you won’t
see available on most traditional platforms. This exclusive access gives your clients exposure to bonds that help
them reach their investing goals.

Municipal bonds, more commonly known as “munis”, can offer triple tax-exempt investment solutions,
letting your client maximize their tax efficiency and retain more of their investments with very little risk. This
flexible investment tool offers the potential for attractive short-term returns as well as enabling investors to
lock in long-term interest rates that deliver consistent, stable income.

We provide access to a broad range of municipal securities, from traditional coupon bonds to more specialized
structures, each serving a strategic purpose in a well-rounded fixed income portfolio.

» Coupon Bonds — Reliable Tax-Free Income
The cornerstone of most municipal bond portfolios, these bonds pay fixed semiannual interest that is federally
tax-exempt and often exempt from state and local taxes as well.
e Benefits:
o Provides a predictable, consistent income stream
o Offers tax-free interest income
o High credit quality helps minimize default risk
e Best For:
o Retirees
o Income-focused investors
o Investors seeking stability and tax efficiency
e Additional Insight:
o Coupon bonds are ideal for laddering strategies to manage interest rate exposure and future
cash flow needs.

» Zero Coupon Bonds — Long-Term Growth with a Tax-Advantaged Twist
Issued at a deep discount, these bonds make no periodic interest payments but accrete in value, paying out full
face value at maturity.
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e Benefits:
o Low cost of entry for long-term tax-free growth
o Interest income is effectively deferred and tax-exempt at maturity
o Predictable payout at maturity

e BestFor:
o Long-term savers (e.g. for college, retirement, legacy goals)
o Investors who don’t need interim income
e Additional Insight:
o These are well-suited for tax-advantaged planning with clear end-date financial targets.

» Convertible Bonds — Structured Growth with Future Income
These bonds typically begin as zero coupon bonds and convert to interest-paying coupon bonds at a specified
date. This hybrid structure combines initial discount growth with future income.
o Benefits:
o Discounted purchase price with the advantage of future income streams
o Tax-free growth during the accretion phase followed by tax-free income during the coupon

phase
o Offers both capital appreciation and cash flow over time
e BestFor:

o Investors seeking a mix of long-term growth and future income
o Strategic planners who want flexibility in timing income
e Additional Insight:
o A great fit for those looking to optimize returns across different life stages (e.g., accumulation
followed by income).

» Adjustable/Step-Up Coupon Bonds — Increase Cash Flow Over Time
These bonds have structured coupon increases at pre-set future intervals, offering rising income levels and a
typically lower initial cost.
o Benefits:
o Growing income stream over time
o Lower starting investment cost
o Potential for price appreciation as coupon increases
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e BestFor:
o Investors with future income needs (e.g., delayed retirement spending)
o Those who want to hedge against inflation or rising expenses
e Additional Insight:
o Similar to convertible bonds but designed to phase in income gradually rather than switch all at
once.

» Escrowed to Maturity / Pre-Refunded Bonds — Bonds Backed by Collateral
These bonds have been advance-refunded with funds placed in escrow (typically U.S. Treasuries), offering high
security and strong credit profiles.
o Benefits:
o Extra layer of credit protection and security
o Often backed by U.S. government obligations
o Typically rated AAA or equivalent, regardless of the original issuer
e Best For:
o Conservative investors seeking principal preservation
o Institutions or individuals seeking highly secure municipal investments
e Additional Insight:
o These are often callable at the next available call date, though this depends on terms laid out in
the Official Statement.

» Taxable Municipal Bonds — Taxable Yield with Municipal Credit Quality
While most municipal bonds are tax-exempt, some are issued as taxable due to how the proceeds are used.
These bonds offer higher yields than tax-exempt munis while still benefiting from strong municipal credit
profiles.
e Benefits:
o Higher yields compared to tax-exempt counterparts
o Access to municipal credits not typically available in the taxable space
o Often more attractive than similarly rated corporate bonds
e Best For:
o Tax-advantaged accounts (e.g., IRAs, pensions, insurance portfolios)
o Investors in lower tax brackets
o Institutions seeking diversification within high-quality fixed income
e Additional Insight:
o Despite being taxable, these bonds often maintain high credit ratings and low default risk—
making them a compelling option for income-focused portfolios not reliant on tax exemption.
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Our desk specializes in the structures listed above as well as finding specific bonds that we see are mis-
priced or mis-rated. Often, municipalities bring new issues to market while they still have outstanding bonds,
and will not pay to have those older bonds rated. This offers an advantageous situation where yield may
become more competitive as the older issue no longer carries a rating, however we know the credit the
municipality has.

ICM'’s research team performs the due diligence to uncover low-risk, high-value opportunities tailored
to your clients. We do the heavy lifting to identify and deliver perfect-fit ideas that save you time and
resources, allowing you to focus on building relationships and growing your business. With direct access to our
traders, you’ll also receive real-time market insight and proprietary ideas to fully capitalize on every
opportunity.

Sincerely,
Intercoastal Capital Markets Inc.

Interested in learning more?

(973) 265-4490 | trading@intercoastalcm.com
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