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Overview

• Exercise Overview

• Issuer Historical Pricing Results

• Recent Comparable Pricing Results

• Secondary Trading

• Pre-Marketing

• Market Data/Tone Impact on Spreads on Day of Pricing

• Release Pricing Wire and Take Orders

• Reprice and Verbal Award
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Exercise Overview
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Exercise Overview

 California City Lease Revenue 
Bond

 AA Rated

 $51.3 Million Issuance Size

 Maturity Size $765k to $3.32mm

 5% Coupon, 

 10 Year Par Call Scale

 Term Bonds in 2048 and 2053

The case studies provided in this proposal 
are for informational purposes only. 
They do not represent an endorsement or 
testimonial by clients of PFM’s financial 
advisory services. 

Source: Bloomberg as of 8/11/2023 4
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Exercise Overview
 Based Supporting Data, credit spreads will be 

developed and evolve up until Morning of Pricing

Source: Bloomberg as of 8/11/2023 5



© PFM 6

Negotiated Sale Process

NEGOTIATED SALE

Independent Pricing Scale

Issuer, FA, & Sr. underwriter 
negotiate Pre-Marketing wire scale

Issuer, FA, & Sr. underwriter 
negotiate pricing wire scale

Pricing wire released & bonds offered 
directly to investors

Underwriting syndicate takes orders

Final price negotiated

Analyze Historical Issuer Results

Analyze Recent Comparable Results

Analyze Recent Trades
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Issuer Historical Pricing Results
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Issuer Historical Pricing Results - Exercise
 Historical Issuer Results can give a trading range for where an Issuer has priced in the Primary Market

 However, market dynamics at the time of the prior issuance need to be considered

Source: Bloomberg and Ipreo as of 8/9/2024
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Issuer Historical Pricing Results - Exercise

 Based on Issuer Historical 
Pricing Results.

 Enter in the Spreads that 
you think our Primary Issue 
Example should clear the 
market.

 Start with Spots on the 
Curve (ie 1, 5, 10, 15, 20, 
30 Year Tenors)

Source: Bloomberg as of 8/11/2023
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Recent Comparable Pricing Results
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Recent Comparable Pricing Results - Example

Source: Bloomberg and Ipreo as of 8/9/2024
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Recent Comparable Pricing Results - Exercise

Source: Bloomberg and Ipreo as of 8/9/2024
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Recent Comparable Pricing Results - Exercise

 Based Recent Comparable 
Pricing Results.

 Enter in the Spreads that 
you think our Primary Issue 
Example should clear the 
market.

 Start with Spots on the 
Curve (ie 1, 5, 10, 15, 20, 
30 Year Tenors)

 Does the recent Primary 
Market activity change your 
initial spread thoughts?

Source: Bloomberg as of 8/11/2023
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Secondary Trade Activity
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Secondary Trade Activity - Example

Source: MSRB and Bloomberg (August 2024)
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Secondary Trade Activity - Exercise

Source: MSRB and Bloomberg (May 2023 – July 2023)
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Secondary Trade Activity - Exercise

 Based Recent Secondary 
Trade Activity

 Enter in the Spreads that 
you think our Primary Issue 
Example should clear the 
market.

 Start with Spots on the 
Curve (ie 1, 5, 10, 15, 20, 
30 Year Tenors)

 Does the recent Secondary 
Trade activity change your 
initial spread thoughts?

Source: Bloomberg as of 8/11/2023
17
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Pre-Marketing
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Negotiated Sale Process

NEGOTIATED SALE

Independent Pricing Scale

Issuer, FA, & Sr. underwriter 
negotiate Pre-Marketing wire scale

Compare Independent Pricing Scale 
and Syndicate Pre-Marketing

Issuer, FA, & Sr. underwriter 
negotiate pricing wire scale

Pricing wire released & bonds offered 
directly to investors

Underwriting syndicate takes orders

Final price negotiated
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Price Views

Example For Illustrative Purposes Only
20
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Price Views

 Negotiation of Pre-Marketing Levels 
begins by comparing Independently 
developed price thoughts to the 
Syndicate Price views

 Identify areas where there is a 
moderate to large difference in 
viewpoint as starting negotiation 
points to focus.

Example For Illustrative Purposes Only
21
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Pre-Marketing Negotiation

 Use the Data you reviewed 
earlier in the exercise to 
support the negotiation of Pre-
Marketing levels

 How does the Issuers Historical 
results, recent comparables, 
and secondary trading activity 
support your viewpoint?

 Negotiation can be a give and a 
take process, with the goal of 
establishing the right starting 
point for Pre-Marketing that 
participants are comfortable 
with.

  Pricing is both an Art and a 
Science, especially with market 
volatility.

Example For Illustrative Purposes Only
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Market Data/Tone Impact on Spreads on 
Day of Pricing
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Negotiated Sale Process

NEGOTIATED SALE

Independent Pricing Scale

Issuer, FA, & Sr. underwriter 
negotiate Pre-Marketing wire scale

Issuer, FA, & Sr. underwriter 
negotiate pricing wire scale

Evaluate Market Conditions and 
Investor Feedback

Pricing wire released & bonds offered 
directly to investors

Underwriting syndicate takes orders

Final price negotiated

24



© PFM 25

Day of Pricing Market Dynamics

Fund Flows

Ratios

Net Issuance

Economic Data

Equity Indices – Risk On/Off

Municipal Tone

Treasury Tone

Muni Bonds out for Bid

Source: Bloomberg as of 7/11/2024
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Market Tone - Exercise

Source: Bloomberg as of 8/11/2023

 Based Market Data and 
Tone the morning of pricing.

 Enter in the Spreads that 
you think our Primary Issue 
Example should clear the 
market.

 Start with Spots on the 
Curve (ie 1, 5, 10, 15, 20, 
30 Year Tenors)

 Does the change your initial 
spread thoughts?
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Pricing Wire Negotiation

Example For Illustrative Purposes Only
27
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Release Pricing Wire and Take Orders
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Negotiated Sale Process

NEGOTIATED SALE

Independent Pricing Scale

Issuer, FA, & Sr. underwriter 
negotiate Pre-Marketing wire scale

Issuer, FA, & Sr. underwriter 
negotiate pricing wire scale

Pricing wire released & bonds offered 
directly to investors

Underwriting syndicate takes orders

Review Orders and Independently 
Develop Reprice Thoughts

Final price negotiated
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Pricing Wire
Initial Pricing Wire

Source: Ipreo as of 8/16/2023

 Pricing wire is sent out to 
investors in order to 
announce the order period 
is open

 At this point, focus is on 
yields.

 Yields investors can 
purchase the bonds are 
posted to the wire.

 Spreads are generally 
removed from the wire.
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Order Monitor

Source: Ipreo Gameday as of 8/15/2024
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Order Detail

 The Order Book should be analyzed on both as a whole, and on an individual maturity basis

 The Depth of the book consists of how many accounts are invested in a particular maturity

 The Breadth of a book consists of how many accounts are invested across maturities (strip orders)

Example For Illustrative Purposes Only
Source: PFM Pricing Group, Ipreo Gameday as of 8/16/2023
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Order Summary - Exercise

 Independent Reprice thoughts should be developed based on analysis of the book
 Market Factors may also contribute to reprice levels 

Example For Illustrative Purposes Only
Source: PFM Pricing Group, IPREO Gameday as of 8/16/2023

-4
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Reprice and Verbal Award
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Negotiated Sale Process

NEGOTIATED SALE

Independent Pricing Scale

Issuer, FA, & Sr. underwriter 
negotiate Pre-Marketing wire scale

Issuer, FA, & Sr. underwriter 
negotiate pricing wire scale

Pricing wire released & bonds offered 
directly to investors

Underwriting syndicate takes orders

Final price negotiated Compare Independent Reprice 
Thoughts with Proposal
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Order Summary

 Independent Reprice thoughts should be compared with the re-price offer obtained from the Underwriter
 Differences in viewpoint should be the negotiation points
 Use the Order Period data to support your negotiation of re-price levels 

Example For Illustrative Purposes Only
Source: PFM Pricing Group, IPREO Gameday as of 8/16/2023
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Repricing Wire

Initial Pricing Wire Repricing Wire Adjustments
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Example For Illustrative Purposes Only
Source: IPREO as of 8/16/2023
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Verbal Award and BPA Execution

After finalizing the structure for the bonds and making any necessary 
adjustment to the yields after the order period, the underwriters will 
provide the final interest rate scale

Upon approval of the final scale, the underwriter will offer to buy the 
bonds, and ask for the verbal award

The underwriter will circulate a re-pricing wire with the final scale

Final numbers based on the final interest rate scale will be circulated 
followed by a Bond Purchase Agreement (BPA) with the terms of the 
bonds. Execution of the BPA by the issuer and underwriter is the formal 
award
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QUESTIONS?

MATT RUDROFF, CFA, CPA
Director

PFM Financial Advisors LLC

NIKOLAI SKLAROFF
Capital Finance Director

San Francisco Public
Utilities Commission
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