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Why State and Local Debt Is Fraught Territory for the Fed.
The central bank is weighing what it can do to help local bond markets. Here’s why
Democrats’ big ask — direct purchases — is so tough.

Rhode Island will miss out on $300 million in revenue in March and early April as coronavirus delays
income tax filings, while shuttered casinos cost state coffers another $1 million per day. Expenses,
meantime, are through the roof — the state spent $7 million on ventilators on Monday alone.

Seth Magaziner, the state’s general treasurer, takes comfort in the fact that the federal government
should soon cover some coronavirus-related costs, like medical equipment, thanks to legislation
President Trump signed last week. But Mr. Magaziner remains worried about the municipal bond
market, which state and local governments tap to fund everything from road construction to schools.
It could turn messier as government income streams dry up amid quarantines and furloughs, making
debt harder to issue. Like many other state finance officials around the country, he’s looking to the
Federal Reserve for help.

“Things are very volatile, and we don’t know what the future can bring,” Mr. Magaziner said. “This
is a crisis unlike any other that the country has faced in generations.”

Continue reading.
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