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On Wednesday April 22nd, Senate Majority Leader Mitch McConnell, in response to a question regarding the pandemic
and high public pension costs in various states was quoted as saying,

McConnell added,

Simply put, McConnell’s comments should be construed as hyperbole.

On March 27th, as part of an effort to provide financial relief caused by the nationwide shutdown, Congress passed the
$2.3 billion CARES Act (The Coronavirus Aid, Relief, and Economic Security Act). As part of the package, the Federal
Government earmarked up to $454 billion in loans and loan guarantees to states and municipalities. The intent here
was specifically to dull the impact of the decline in tax revenues during our “economic pause.”

Aside from the monies negotiated to help offset a portion of the decline in tax revenues, several Governors have also
been lobbying for additional funds to address their state’s unfunded pension liabilities.

In RSW’s 2008 commentaries, we pontificated that even if a State can declare bankruptcy (which they cannot),
municipalities have no other means to fund their operations other than issuing tax-exempt debt. Not only would a
bankruptcy preclude an issuer access to the markets for a long period of time, but the interest rate where they could
borrow funds would soar.

In addition, long ago we had already surmised that a pension bailout is not in the cards.  Consider these issues:

The disinterest would cross party lines as the size of pension payments varies
considerably in all states. Conservatively funded states will not look to bailout those states with generous but massive
unfunded liabilities.

- Simply put, why would any taxpayer that does not share in this benefit want to foot this bill?
How is this any different than asking a parent or a student who worked two jobs in order to forgo student loans to
now pay for any proposal to cancel all student loan debt?
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This document was prepared on 4/22/2020 and is not intended to be a solicitation of Firm interests.  Past Performance does not guarantee future results.  Investments
are subject to risk and may lose value.  The information is not warranted as to completeness or accuracy, nor does it serve as an official record of your account.  RSW
Investments does not render legal, accounting, or tax advice.  Please consult your tax or legal advisors before taking any action that may have tax consequences.

This report has been prepared by, and reflects the views as of this date of, RSW Investments Holdings, LLC [RSW hereafter].  RSW’s views and opinions are subject to
change. Investors should consult their attorney, accountant, and/or tax professional for advice concerning their particular situation.

All views expressed in the research report accurately reflect the Managing Member’s personal views about any and all of the subject topics.  No part of the Managing
Member’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the Managing Member in the research
report.


