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Project Runway: Airport Muni Bonds Strut Their Stuff.
Pulling into the big new parking garage at Charlotte Douglas International Airport, I smiled. Parking
had always been a pain at the old garage, not to mention during construction (Yes. I fly there a lot).
And I was suddenly reminded that, for all the legitimate talk about underfunded public
transportation infrastructure, airports are a shining exception.

From 2002 to 2013, based on data provided by the Federal Aviation Administration, passengers at
the nation’s top 10 busiest airports increased 27%, from 230 million to about 293 million. That’s
175,000 more people flying every single day–the entire population of Providence, RI. To keep up
with the increased travel, those top 10 airports—Atlanta (Hartsfield), Chicago (O’Hare), Los Angeles,
Dallas/Fort Worth, Denver, Charlotte (Douglas), New York (JFK), San Francisco, Las Vegas
(McCarran) and Phoenix—are building and refurbishing at a furious pace.

Over the past five years, Los Angeles, Dallas/Fort Worth and Denver went to the bond market for
$3.6 billion in new funds. Meanwhile, San Francisco and Orlando have multibillion dollar capital
plans, and other airports are following suit. In fact, over the last decade, bond issuance for
transportation (which includes airports) has been the second largest non-general purpose debt sold
by municipal agencies and authorities, behind only education.

Airports sometime get overshadowed by airline news, and it’s been a mostly rocky 15 years for the
airlines. Bankruptcies (five, including the two by US Air) and mergers (six, at last count) have
narrowed what were the 10 major domestic carriers at the start of the century to just three. But the
airports these airlines use are very stable. Of the top-10 airports, seven enjoy double-A ratings on
their senior lien bonds by at least one of the three major rating agencies (Moody’s, Standard &
Poor’s, and Fitch). The other airport ratings fall squarely in the single-A investment grade category.
Downgrades are rare; there have only been four over the past seven years, and those were modest
adjustments.

For municipal bond investors, airports have been an opportunity for above average returns.
According to the S&P Municipal Bond Airport Index, which has tracked this sector since 2011,
compounded returns as of May 2015 were about 21%, outpacing the general market S&P Municipal
Bond Index return of about 17% over the same period.

The bottom line is that no matter what corporate logo is on their wings, planes still need airports to
take off and land. For all the negative headlines about fluctuating fuel prices and bankruptcies
among airlines, the biggest airports remain relatively unaffected. They are essential public purpose
entities; they are robust and they are growing.
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Barnet Sherman is a Director and the Portfolio Manager of the TIAA-CREF Tax-Exempt Bond Fund
at TIAA-CREF. In the course of his career, Mr. Sherman has published in his field as well as
managed money for and advised to mutual funds, high net worth clients, consultants and insurance
companies on successful investment strategies in the municipal bond market. He also contributes to
TIAA-CREF Insights, a financial blog.

The views expressed in this article are those of Barnet Sherman. These views may change in
response to changing economic and market conditions. Past performance is not indicative of future
results. The material is for informational purposes only and should not be regarded as a
recommendation or an offer to buy or sell any product or service to which this information may
relate. Strategies discussed do not guarantee a profit or ensure against loss.

Please note municipal bond investments are subject to credit risk, interest rate risk and inflation
risk, among other risk factors.

TIAA-CREF is a national financial services organization and the leading provider of retirement
services in the academic, research, medical and cultural fields. Further information can be found at
www.tiaa-cref.org. Securities are distributed through TIAA-CREF Individual & Institutional Services,
LLC, and Teachers Personal Investor Services, Inc., registered broker/dealers, members FINRA,
including the TIAA-CREF Tax-Exempt Bond Fund (Ticker: TIXRX). The Fund’s investment advisor is
Teachers Advisors Inc. The Fund’s prospectus and other information about the Fund can be
accessed online at www.tiaa-cref.org/tcfteb.
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