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Figure 11.  Capturing the Yield Curve 
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Source:  Thomson Reuters Municipal Market Data as of 1/11/2012 

We acknowledge that each investor is unique. Our 
aforementioned focus range is based on where we see 
the most significant value from a risk/reward perspective; 
however, each investor should tailor his or her 
investment portfolio to suit personal investment needs 
and risk tolerances. 
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Figure 12. State Ratings 
STATE MOODY’S RATING MOODY’S OUTLOOK S&P RATING S&P OUTLOOK 

ALABAMA Aa1 Stable AA Stable 

ALASKA Aaa Stable AAA Stable 

ARIZONA Aa3* Negative AA- Negative 

ARKANSAS Aa1 Stable AA Stable 

CALIFORNIA A1 Stable A- Stable 

COLORADO Aa1* Stable AA** Stable 

CONNECTICUT Aa2 Negative AA Stable 

DELAWARE Aaa Stable AAA Stable 

DISTRICT OF COLUMBIA Aa2 Negative A+ Stable 

FLORIDA Aa1 Stable AAA Stable 

GEORGIA Aaa Stable AAA Stable 

HAWAII Aa2 Stable AA Stable 

IDAHO Aa1*  Stable AA+** Stable 

ILLINOIS A2 Stable A+ Negative 

INDIANA Aaa* Stable AAA** Stable 

IOWA Aaa* Stable AAA** Stable 

KANSAS Aa1* Negative AA+** Stable 

KENTUCKY Aa2* Negative AA-** Stable 

LOUISIANA Aa2 Stable AA Stable 

MAINE Aa2 Stable AA Negative 

MARYLAND Aaa Negative AAA Stable 

MASSACHUSETTS Aa1 Stable AA+ Stable 

MICHIGAN Aa2 Stable AA- Stable 

MINNESOTA Aa1 Negative AA+ Stable 

MISSISSIPPI Aa2 Stable AA Stable 

MISSOURI Aaa Stable AAA Stable 

MONTANA Aa1 Stable AA Stable 

NEBRASKA No G.O. Rating Stable AAA** Stable 

NEVADA Aa2 Stable AA Stable 

NEW HAMPSHIRE Aa1 Stable AA Stable 

NEW JERSEY Aa3 Stable AA- Stable 

NEW MEXICO Aaa Negative AA+ Stable 

NEW YORK Aa2 Stable AA Stable 

NORTH CAROLINA Aaa Stable AAA Stable 

NORTH DAKOTA Aa1* Stable AA+** Positive 

OHIO Aa1 Negative AA+ Negative 

OKLAHOMA Aa2 Stable AA+ Stable 

OREGON Aa1 Stable AA+ Stable 

(continued on the next page) 
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STATE MOODY’S RATING MOODY’S OUTLOOK S&P RATING S&P OUTLOOK 

PENNSYLVANIA Aa1 Negative AA Stable 

RHODE ISLAND Aa2 Negative AA Stable 

SOUTH CAROLINA Aaa Negative AA+ Stable 

SOUTH DAKOTA No G.O. Rating Stable AA+** Stable 

TENNESSEE Aaa Negative AA+ Positive 

TEXAS Aaa Stable AA+ Stable 

UTAH Aaa Stable AAA Stable 

VERMONT Aaa Stable AA+ Stable 

VIRGINIA Aaa Negative AAA Stable 

WASHINGTON Aa1 Stable AA+ Stable 

WEST VIRGINIA Aa1 Stable AA Stable 

WISCONSIN Aa2 Stable AA Stable 

WYOMING No G.O. Rating No Outlook AAA** Stable 

PUERTO RICO Baa1 Negative BBB Stable 
 
*Issuer Rating (no G.O. Debt) 
**ICR -- Issuer Credit Rating  
 
Data Source : U.S. State Ratings And Outlooks: Current List -- S&P -- September 23, 2011 
Data Source : Rating Changes for the 50 States from 1973 -- Moody's - - October 4, 2011 
Data Source : Bloomberg – December 7, 2011 
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Figure 13.  Five-Year Munis as a Percentage of Five-Year Treasuries, January 1996-January 2012 
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Source: Thomson Reuters Municipal Market Data as of 1/11/2012 

Figure 14.  Ten-Year Munis as a Percentage of Ten-Year Treasuries, January 1996-January 2012 
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Source: Thomson Reuters Municipal Market Data as of 1/11/2012 

Figure 15.  30-Year Munis as a Percentage of 30-Year Treasuries, January 1996-January 2012 
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Source: Thomson Reuters Municipal Market Data as of 1/11/2012 
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INDEX DEFINITIONS 
 
BARCLAYS Municipal Bond 7 Year (6-8) 
The Barclays Municipal Bond 7 Year (6-8) Index is the 7 Year (6-8) component of the Municipal Bond index. The Barclays Capital 
Municipal Bond Index is a rules-based, market-value-weighted index engineered for the long-term tax-exempt bond market. 
 
BARCLAYS Municipal A Index 
The Barclays Municipal A Index, as of January 12, 2012, had a quality of A1/A2, a maturity of 15.38 and contained 8,561 number 
issues. 
 
BARCLAYS U.S. Treasury Index 
The Barclays U.S Treasury Index is the U.S. Treasury component of the U.S. Government index.  
 
BARCLAYS Aa Corporate Index 
The Barclays Aa Corporate Index is the Aa component of the U.S. Corporate Investment Grade index. 
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Disclosures 
 
The author(s) (if any authors are noted) principally responsible for the preparation of this material receive compensation based upon various factors, 
including quality and accuracy of their work, firm revenues (including trading and capital markets revenues), client feedback and competitive factors. 
Morgan Stanley Smith Barney is involved in many businesses that may relate to companies, securities or instruments mentioned in this material. 
 
This material has been prepared for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any 
security/instrument, or to participate in any trading strategy. Any such offer would be made only after a prospective investor had completed its own 
independent investigation of the securities, instruments or transactions, and received all information it required to make its own investment decision, 
including, where applicable, a review of any offering circular or memorandum describing such security or instrument. That information would contain 
material information not contained herein and to which prospective participants are referred. This material is based on public information as of the 
specified date, and may be stale thereafter. We have no obligation to tell you when information herein may change. We make no representation or 
warranty with respect to the accuracy or completeness of this material. Morgan Stanley Smith Barney has no obligation to provide updated 
information on the securities/instruments mentioned herein. 
 
The securities/instruments discussed in this material may not be suitable for all investors. The appropriateness of a particular investment or strategy 
will depend on an investor's individual circumstances and objectives. Morgan Stanley Smith Barney recommends that investors independently 
evaluate specific investments and strategies, and encourages investors to seek the advice of a financial advisor. The value of and income from 
investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, 
market indexes, operational or financial conditions of companies and other issuers or other factors. Estimates of future performance are based on 
assumptions that may not be realized. Actual events may differ from those assumed and changes to any assumptions may have a material impact 
on any projections or estimates. Other events not taken into account may occur and may significantly affect the projections or estimates. Certain 
assumptions may have been made for modeling purposes only to simplify the presentation and/or calculation of any projections or estimates, and 
Morgan Stanley Smith Barney does not represent that any such assumptions will reflect actual future events. Accordingly, there can be no 
assurance that estimated returns or projections will be realized or that actual returns or performance results will not materially differ from those 
estimated herein.  
 
This material should not be viewed as advice or recommendations with respect to asset allocation or any particular investment. This information is 
not intended to, and should not, form a primary basis for any investment decisions that you may make. Morgan Stanley Smith Barney is not acting 
as a fiduciary under either the Employee Retirement Income Security Act of 1974, as amended ("ERISA") or under section 4975 of the Internal 
revenue Code of 1986 as amended ("Code") in providing this material.  
 
Morgan Stanley Smith Barney and its affiliates do not render advice on tax and tax accounting matters to clients. This material was not 
intended or written to be used, and it cannot be used or relied upon by any recipient, for any purpose, including the purpose of avoiding 
penalties that may be imposed on the taxpayer under U.S. federal tax laws. Each client should consult his/her personal tax and/or legal 
advisor to learn about any potential tax or other implications that may result from acting on a particular recommendation.  
 
Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally the longer a bond's maturity, the more sensitive it is to this 
risk. Bonds may also be subject to call risk, which is the risk that the issuer will redeem the debt at its option, fully or partially, before the scheduled 
maturity date. The market value of debt instruments may fluctuate, and proceeds from sales prior to maturity may be more or less than the amount 
originally invested or the maturity value due to changes in market conditions or changes in the credit quality of the issuer. Bonds are subject to the 
credit risk of the issuer. This is the risk that the issuer might be unable to make interest and/or principal payments on a timely basis. Bonds are also 
subject to reinvestment risk, which is the risk that principal and/or interest payments from a given investment may be reinvested at a lower interest 
rate. 
 
Bonds rated below investment grade may have speculative characteristics and present significant risks beyond those of other securities, including 
greater credit risk and price volatility in the secondary market.  Investors should be careful to consider these risks alongside their individual 
circumstances, objectives and risk tolerance before investing in high-yield bonds.  High yield bonds should comprise only a limited portion of a 
balanced portfolio. 
 
Interest on municipal bonds is generally exempt from federal income tax; however, some bonds may be subject to the alternative minimum tax 
(AMT).  Typically, state tax-exemption applies if securities are issued within one's state of residence and, if applicable, local tax-exemption applies if 
securities are issued within one's city of residence. 
 
Insurance does not pertain to market values which will fluctuate over the life of the bonds; it covers only the timely payment of interest and principal.  
Credit quality varies depending on the specific issuer and insurer. 

 
A taxable equivalent yield is only one of many factors that should be considered when making an investment decision. Morgan Stanley Smith 
Barney and its Financial Advisors do not offer tax advice; investors should consult their tax advisors before making any tax-related investment 
decisions.  
 
Build America Bonds described herein are backed by the credit quality of the issuer, and not the Federal Government. These Build America Bonds 
are structured as direct payment bonds, in which a direct Federal subsidy is paid to the state or local government issuer.  

 
Because of their narrow focus, sector investments tend to be more volatile than investments that diversify across many sectors and companies. 
 
The indices are unmanaged. An investor cannot invest directly in an index.  They are shown for illustrative purposes only and do not represent the 
performance of any specific investment.  
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Credit ratings are subject to change. 
 
This material is disseminated in Australia to "retail clients" within the meaning of the Australian Corporations Act by Morgan Stanley Smith Barney 
Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial services license No. 240813). 
 
Morgan Stanley Smith Barney is not incorporated under the People's Republic of China ("PRC") law and the research in relation to this report is 
conducted outside the PRC. This report will be distributed only upon request of a specific recipient. This report does not constitute an offer to sell or 
the solicitation of an offer to buy any securities in the PRC. PRC investors must have the relevant qualifications to invest in such securities and must 
be responsible for obtaining all relevant approvals, licenses, verifications and or registrations from PRC's relevant governmental authorities. 
 
Morgan Stanley Private Wealth Management Ltd, which is authorized and regulated by the Financial Services Authority, approves for the purpose of 
section 21 of the Financial Services and Markets Act 2000, content for distribution in the United Kingdom. 
 
Morgan Stanley Smith Barney is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not 
constitute, advice within the meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. 
 
This material is disseminated in the United States of America by Morgan Stanley Smith Barney LLC. 
 
Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they 
provide and shall not have liability for any damages of any kind relating to such data. 
 
Morgan Stanley Smith Barney research, or any portion thereof, may not be reprinted, sold or redistributed without the written consent of Morgan 
Stanley Smith Barney. 
 
© 2012 Morgan Stanley Smith Barney LLC. Member SIPC.  
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