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Climate Risks Shape Municipal Bonds: Flood And Wildfire
Alerts.
What’s going on here?

Municipal bonds in the US are under scrutiny as new data highlights their vulnerability to climate
risks like floods and wildfires.

What does this mean?

Climate change is introducing new risks to municipal bonds, traditionally stable investments in local
government projects. ICE Climate Data shows that bonds from regions like Nahant, Massachusetts,
and Banning Unified School District, California, have severe risk scores. These ratings, from 0.0 to
5.0, highlight threats from environmental events that could impact the financial health of these
investments. Nahant’s $6 million offering has a flood score of 5.0, indicating extreme risk, while
Banning’s $18 million bond faces maximum wildfire risk. As climate concerns grow, these scores are
likely to influence future investment strategies.

Why should I care?

For markets: Climate change meets municipal finance.

The integration of climate risk assessments is crucial for investors looking to understand potential
vulnerabilities. Bonds in places like Tampa, Florida, with a climate risk score of 3.8, may require
additional scrutiny. As environmental uncertainty rises, assessing these risks becomes essential for
safeguarding portfolios against future climate events.

The bigger picture: Municipal bonds face a new reality.

The implication is clear: municipalities may encounter rising costs and challenges as they adapt to
climate change. Cities and school districts might need to factor these risks into financial planning,
affecting borrowing costs and infrastructure priorities. This shift highlights the importance of
incorporating climate resilience into nationwide economic strategies.
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