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S&P U.S. Local Governments Credit Brief: California
Counties And Municipalities Means And Medians
Overview

California counties and municipalities (or local governments [LGs]) have maintained or improved
credit quality during the past year through a combination of conservative budgeting practices,
better-than-expected local revenue performance, and the receipt of stimulus funds to aid recovery
from the COVID-19 pandemic. However, macroeconomic conditions–including high inflation and the
rising risk of recession–are headwinds for rated issuers, and S&P Global Ratings is focused on labor
negotiations as employees face the prospect of negative wage growth in real terms absent larger-
than-typical compensation increases. We expect growing tax bases and very strong budgetary
flexibility stemming from recent positive operating results to partly mitigate these challenges.

S&P Global Ratings maintains ratings on 259 LGs within the state. Overall, LG credit quality
remained stable, with 5% experiencing rating actions since October 2021. During this period, we
took seven positive rating actions and revised six outlooks to positive on general obligation or
general-fund-secured bonds with no negative rating actions. In addition, almost 99% of the ratings
have a stable outlook. We have negative outlooks on our ratings for one county (Madera County) and
two municipalities (Anaheim and Torrance), and a positive outlook on the ratings for one
municipality (Vallejo). Although we revised the outlook to negative on 3% of our ratings on California
LGs in 2021, we revised most of those outlooks to stable in 2022 based on the LGs’ resilience
through the pandemic and the credit pressures that we anticipated at the outset either not
materializing or being mitigated by the receipt and use of stimulus funds.

Continue reading.
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