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Fitch and Moody’s Diverge on Financial Future of Hospitals.

- It will be ‘another make or break year’ for sector, Fitch says
- Labor shortages and wage pressures will still compress margins

Two major ratings firms disagree on how US hospitals will fare in the coming year.

Fitch Ratings said it’s too soon to call a rebound in the not-for-profit institutions’ recovery and
maintained its deteriorating outlook on Tuesday. The caution comes a month after Moody’s Investors
Service upgraded its forecast on the sector to stable from negative.

Next year “will remain challenging and will be yet another make or break year for a sizable portion
of the sector,” senior director Kevin Holloran wrote in a note. He and co-author Mark Pascaris
predict that downgrades will once again outpace upgrades in 2024.

Continue reading.

Bloomberg Markets
By Lauren Coleman-Lochner

December 5, 2023

S&P: Historical Peak Of Negative Outlooks Signals Challenges Remain For
U.S. Not-for-Profit Acute Health Care Providers

Sector View: Negative

S&P Global Ratings expects a constrained operating environment in 2024 largely due to persistently
high labor and operating costs, which, for many organizations, have not been entirely offset by
generally improving revenue trends. Although acute contract labor expenses have dropped, many
providers continue to contend with an imbalance between the rate of growth across expenses and
revenue. As organizations ramp up longer-range capital plans and strategic investments, additional
spending or debt issuances could also be a factor influencing credit quality, depending on balance-
sheet strength and the level of cash flow improvement. The pace of margin recovery, supported by
labor management, throughput and efficiency gains, and performance improvement plans, coupled
with balance-sheet and enterprise strengths, will be key for providers to maintain credit quality in
the coming year.

Continue reading.
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S&P Outlook For Global Not-For-Profit Higher Education: Credit Quality
Divergence Continues

U.S. Sector View: Bifurcated, Still

Our view of the sector in the U.S. remains mixed. Competition for students is intensifying, operating
expenses are rising, and schools are facing budget pressures, but these hurdles aren’t affecting all
colleges and universities equally. Our sector view is negative for less selective, more regional
institutions without financial flexibility; we expect they will face significant credit stress in 2024.
However, our sector view is stable for institutions with strong demand and financial resources that
are better equipped to manage and will likely maintain or strengthen their positions.

ntinue readin
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S&P: U.S. Local Governments And School Districts Still Benefit From
Stimulus As The Clock Ticks Down

Key Takeaways

- Nearly four years after the start of the pandemic, U.S. local governments that received federal
stimulus are using it for a variety of needs, although as of summer 2023 approximately 55% of
State and Local Fiscal Recovery Fund (SLFRF) and Elementary and Secondary Emergency Relief
Fund (ESSER) dollars remained unobligated and/or unspent.

- The flexibility provided by stimulus dollars over the past several years allowed issuers to offset
other costs, which helped raise reserve levels; in some cases higher reserves led to a slight
improvement in overall credit quality.

- Local governments and school districts that used the money to fund salary increases or other
ongoing costs will need to replace the federal dollars with ongoing revenues or risk credit
deterioration, which is exacerbated by high interest rates and inflationary pressures.

ntinue readin
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Schools Deal with Worst Budget Outlook Since the Great Recession.

“The long and the short of it: It’s bad. It’s very, very bad,” Davis Joint Unified School District
Superintendent Matt Best said of the $2 million budget deficit forecast for the next school year. On
Thursday night, trustees saw a budget that was as dismal, if not worse than the Great Recession.

With the California Legislative Analysts Office reporting a $68 billion budget deficit after months of
low tax revenues, schools and community colleges can expect a $18.8 billion, three-year state
funding deficit.
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Based on how much money the state has given school districts over the last two years and expects to
give this year, they’ve over-appropriated the minimum guarantee afforded by Proposition 98.

Continue reading.

By Monica Stark, Enterprise staff writer

Biden to Invest $8B Toward Vision for Nationwide Expansion of Passenger
Rail.

The long-awaited grants for construction and planning show that the administration is
unfazed by attacks in Washington over the popularity of passenger rail, with nearly every
state receiving money.

President Joe Biden, known for decades as the U.S. Senate’s most loyal Amtrak passenger, unveiled
his administration’s vision for a more robust passenger rail network throughout the country, with
more than $8 billion in funding for big-ticket projects and grants for better service in nearly every
state.

The president traveled to the crucial swing state of Nevada to announce the awards Friday,
highlighting a $3 billion grant his administration is giving to help a private company build a line
between Las Vegas and the suburbs of Los Angeles where trains are expected to travel 186 mph.
Proponents hope the new line will be in service by the time L.A. hosts the 2028 Summer Olympics.
That and other large awards for the California high-speed rail project in the Central Valley and a
new line between North Carolina and Virginia had already become public earlier this week.

But these new awards cover a much broader swath of projects across the country. The
administration will spend nearly $94 million to add capacity to Chicago’s Union Station, $143 million
to improve service between Pittsburgh and Harrisburg in Pennsylvania, $27 million to upgrade
tracks used by Maine’s Downeaster Amtrak route and $15 million to eliminate bottlenecks in
Montana. Virginia is in line to receive another $729 million to add more capacity between Richmond
and Washington, D.C., including a new rail bridge over the Potomac River.

Continue reading.
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FERC Denies Muni Complaint on Proposed RNG Interconnection Request:
Troutman Pepper

On November 30, 2023, the Commission denied the Minnesota Municipal Power Agency’s (“MMPA”)
complaint alleging that Northern Natural Gas Company (“Northern”) violated the Natural Gas Act
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(“NGA”) by refusing to execute an interconnection agreement for MMPA'’s planned renewable
natural gas (“RNG”) facility in Elk River, Minnesota (“Elk River Project”). The Commission denied
MMPA’s complaint without prejudice because the complaint was unripe since Northern has yet to
act on MMPA'’s interconnection request.

In November 2021, MMPA submitted an interconnection request to Northern to interconnect its Elk
River Project. After the request was submitted, Northern clarified that MMPA would first need to
conduct an environmental review for the Elk River Project. MMPA stated in its complaint that even
after MMPA submitted an updated interconnection request, provided an environmental assessment,
and responded to several informational requests, Northern still refused to execute an
interconnection agreement. Eventually, MMPA filed its complaint at FERC requesting that the
Commission require Northern to provide MMPA with an executed interconnection agreement to
introduce RNG from the Elk River Project into Northern’s pipeline system. In its complaint, MMPA
alleged that Northern: (1) violated the NGA and Commission precedent by requiring that the RNG
satisfy biomethane or RNG specifications that are not included in Northern’s FERC gas tariff; (2)
applied the Commission’s interconnection policy improperly and applied it in an unduly
discriminatory manner; (3) violated the Commission’s open access requirements by applying
“biomethane standards” that resulted in a different standard of review for interconnections involving
RNG; and (4) caused business and financial harm to MMPA by refusing to sign MMPA's
interconnection request.

Among other arguments in response, Northern requested that the Commission deny the complaint
as unripe. Northern claimed that it had neither denied nor unreasonably delayed an interconnection
with MMPA since its review of the Elk River Project was still ongoing. Specifically, Northern stated
that it was still conducting its due diligence to avoid potential contamination of its system by
hazardous waste and threats to pipeline operations. Northern added that the Elk River Project had
to follow the same interconnection application process as other projects, and that additional review
was needed for the proposed Elk River Project because it sources gas from a landfill that was a
former Superfund site, as opposed to agricultural feedstock.

The Commission denied MMPA'’s complaint without prejudice, holding that the complaint was unripe
because Northern had not yet acted on MMPA'’s interconnection request. The Commission explained
that the record showed that discussions were ongoing at the time of the complaint and that
Northern had narrowed its information requests to MMPA to reach a resolution, but MMPA had not
responded at the time of the complaint.

The order can be found here.
Troutman Pepper - Antonia Douglas and Mary-Kate Rigney

December 8 2023

Fitch Revises 2024 Sector Outlook for U.S. Water Utilities to Neutral.

Fitch Ratings-New York/Austin-06 December 2023: Inflationary pressures will continue to ease for
U.S. water utilities in 2024, so much so that Fitch Ratings has moved its sector outlook to neutral
from deteriorating, according to its outlook report for the sector.

Water utility costs rose over 3% in 2023 on the back of a 6.5% inflationary increase in 2022.
However, the rate of inflation appears to have crescendoed and will likely continue to level off in the
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coming year. “Water utilities have now worked higher operating and capitals costs into their
budgets,” said Senior Director Audra Dickinson. “With the operating environment now on more
stable footing, water and sewer systems seem to have greater certainty around budgeting for the
upcoming year.”

Water utilities’ operating budgets for 2024 reflect more standard rates of increase around
chemicals, labor, supplies and power. However, it is important to note cost decreases are not likely,
resulting in a new norm for water utilities.

Two other areas of focus for 2024 include the increased frequency and worsening severity of
extreme weather events, and the rising potential for cyberattacks to cripple water systems.

Water utilities are working to expand and improve resiliency of water supply and contend with
unforeseen expenses that can arise in the aftermath of severe weather events. On the cyber front,
water and sewer utilities continue to work toward adhering to certain cybersecurity best practices
absent any formal regulation. “Shorter-term spending would likely focus on conducting
cybersecurity assessments, but any identified vulnerabilities or successful breaches at a utility could
result in unforeseen capex,” said Dickinson.

Fitch’s “U.S. Water and Sewer Outlook 2024” report is available at www.fitchratings.com.
Contact:

Audra Dickinson

Senior Director

+1-512-813-5701

Fitch Ratings, Inc.

2600 Via Fortuna, Suite 330 Austin, TX 78746

U.S. Public Power Acclimating to a Calmer 'New Normal' in 2024.

Fitch Ratings-Austin/New York-07 December 2023: U.S. public power utilities are entering a period
of relative calm in the coming year, according to Fitch Ratings in its 2024 Outlook report.

Fitch is changing its sector outlook for public power to neutral for 2024 from deteriorating in 2023.
While operating costs are expected to be modestly higher, the worst appears to be over. Easing
inflationary headwinds have led a new normal where utilities have to account for higher across-th-
-board costs which, in many cases, could translate to rate increases.

“Natural gas costs have stabilized at lower levels, though slower economic growth and persistently
high interest rates could contribute to lackluster operating performance,” said Senior Director Kathy
Masterson. “Capacity constraints and proposed environmental rules are increasing long-term
concerns that could dampen performance over time.”

Longer term, risks related to generating capacity constraints and energy shortfalls are growing,
raising the spectre of higher wholesale energy prices and “rolling blackouts”. Extreme temperatures
together with burgeoning data and Al-related load will likely drive record peak demand for
electricity, while drought conditions, plant retirements and wildfire risks could challenge resource
availability.
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Pressures related to wage growth, regional labor shortages and protecting systems against
cyberattacks and the effects of climate change, appear more manageable. That said, “a breach of
critical utility assets from cyberattacks that halt service or require ransomware payments could
negatively affect utility financial performance and could result in widespread public and private
sector shutdowns,” said Masterson.

Fitch’s “U.S. Public Power and Electric Cooperatives Outlook 2024’ report is available at
‘www.fitchratings.com’.

Contact:

Kathy Masterson

Senior Director

+1-512-215-3730
kathryn.masterson@fitchratings.com

Fitch Ratings, Inc.

2600 Via Fortuna, Suite 330 Austin, TX 78746

Media Relations: Sandro Scenga, New York, Tel: +1 212 908 0278, Email:
sandro.scenga@thefitchgroup.com

Additional information is available on www.fitchratings.com

Bloomberg Muni Notes and Outlook.

Joe Mysak, columnist with Bloomberg News, joins to discuss the municipal bond market. Hosted by
Nathan Hager and Bailey Lipschultz.

Listen to audio.

Dec 08, 2023

Why Municipal Bonds Are So Attractive Right Now.

Stephanie Larosiliere, Invesco’s head of municipal business strategies, discusses what makes muni
bonds an attractive investment right now with Romaine Bostick and Scarlet Fu on “Bloomberg
Markets: The Close.”

Watch video.
Muni Moment - Bloomberg Markets: The Close

December 6th, 2023
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Retail Buyers Spur Muni Trading Record, Biggest Rally Since 1982.

- Mom-and-pop investors piled into municipal bonds last month
- Record number of trades executed in November, MSRB data show

Municipal-bond trading soared to an all-time high in November as mom-and-pop investors snapped
up bonds, driving the market’s best month of performance since the 1980s.

There were 1.5 million trades in November, which was a monthly record, according to the the
Municipal Securities Rulemaking Board. The regulator said that demand from small-time investors
was a major factor in the spike in trading.

In November alone, AAA benchmark yields dropped over 90 basis points depending on the maturity,
according to Bloomberg BVAL. The surge in interest came amid a global bond rally on growing
optimism the US central bank is nearly done hiking interest rates and will soon have to hit pause on
its tightening regime.

Continue reading.

Bloomberg Markets
By Amanda Albright

December 4, 2023

Bloomberg: Muni Bond Funds Poised for 20% Gains Even After November’s
Surge

- Leveraged closed-end funds rallied with broader market
- Steep discount, Fed cuts, activism seen powering returns

Municipal bond funds that use borrowing as a way to juice returns had a banner month in
November, surging almost 12%. Some market watchers say that’s only just the start.

Leveraged closed-end muni funds rallied along with the broader market as evidence of slowing job
growth and cooling inflation convinced traders that the Federal Reserve’s rate-rise cycle is over.
Further gains may be in store should the central bank pivot to cutting rates next next year, as many
now expect.

But there’s more to the story. Despite last month’ gains, leveraged closed-end muni funds are still
trading at steep discounts to their net asset value. In the past, this has set them up for a market-
beating performance. Taken together, these conditions — combined with the arrival of activist
investors looking to push measures that would boost funds’ share value — paint a bullish picture for
the sector.

Continue reading.

Bloomberg Markets

By Martin Z Braun
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JPMorgan Chief Addresses the E.S.G. Backlash.

Mr. Dimon has called the Texas laws bad for business, highlighting the work the bank does
to fund schools, hospitals and other businesses.

Jamie Dimon, the chief executive of JPMorgan Chase, said on Wednesday that he would now “punch
back” over Texas’s 2021 efforts to restrict the state’s business with financial firms that embrace
environmental, social and governance policies.

Texas passed two laws in 2021 that limit the state’s work with banks that regulators determine
restrict their work in the energy and firearms industries. JPMorgan spent much of 2022 on the
sidelines from underwriting municipal bonds in the state.

Mr. Dimon has called the Texas laws bad for business, highlighting the work the bank does to fund
schools, hospitals and other businesses.

Continue reading.

The New York Times
By Lauren Hirsch

Nov. 29, 2023

$1.5 Billion Now Available In Federal Transportation Grants.

A variety of road, transit, rail and trail projects are eligible for funding under the
Transportation Department’s popular RAISE program.

State and local governments could get a slice of up to $1.5 billion to complete critical freight and
passenger transportation infrastructure projects, the Biden administration announced Thursday.

The U.S. Department of Transportation issued a notice of funding opportunity for the 2024
Rebuilding American Infrastructure with Sustainability and Equity, or RAISE, program. Earlier this
year, it handed out $2.2 billion under the program to 162 major projects across the country.

“Thanks to President Biden’s leadership, we are delivering safer, cleaner infrastructure to
communities of every size and in every part of the country, creating a new generation of jobs and
helping families build generational wealth in the process,” Transportation Secretary Pete Buttigieg
said in a statement.

Continue reading.
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Executive Editor, Route Fifty

DECEMBER 1, 2023

S&P Sustainability Insights: North American Wildfire Risks Could Spark
Rating Pressure For Governments And Power Utilities, Absent Planning And
Preparation

Key Takeaways

- To maintain profitability in regions exposed to climate hazards, insurance companies manage
losses by implementing various strategies, including discontinuing writing new business

- Collaboration between different levels of government, as well as an entity’s planning and
preparedness for emerging risks, could help offset exposure to wildfire risk

- Certain U.S. state regulatory frameworks can increase the credit risks from wildfires for public
power and investor-owned utilities, potentially leading to litigation risks

ntinue readin
[Free registration required.]

29 Nov, 2023

US Lead Water Pipes to be Replaced in 10 Years Under Proposed EPA Rule.

The “vast majority” of lead drinking water pipes would need to be replaced within 10 years under
proposed Lead and Copper Rule Improvements announced Thursday, a top EPA water official said.

The Environmental Protection Agency’s proposed rule calls for water systems to replace a minimum
of 10% of their lead pipes annually with a goal of replacing 100% nationwide within 10 years—a
dramatic update to a Trump-era rule that took effect in 2021. The EPA expects to finalize the new
rule in 2024.

The Trump rule reduced the number of lead pipes that need to be replaced annually to 3%—down
from 7% under the original 1991 lead and copper rule.

Continue reading.
Bloomberg Green
By Bobby Magill

November 30, 2023
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Fitch: New Nuclear Projects Remain a Challenge for Public Power

Fitch Ratings-New York-29 November 2023: Absent broader joint action, improved cost
competitiveness and/or greater certainty of cost and delivery, most U.S. public power systems are
unlikely to pursue new nuclear construction over the next few years, and those that do face the risk
of weakened credit quality, Fitch Ratings says.

The recent announcement by the Utah Associated Municipal Power Systems (UAMPS) and NuScale
Power to terminate their Carbon Free Power Project (CFPP) illustrates the challenges facing public
power systems as they consider new nuclear construction. The CFPP was created by UAMPS to
develop the nation’s first-generation small modular reactor nuclear plant, to be located at the Idaho
National Laboratory near Idaho Falls, Idaho. The project planned to deploy six, 77-megawatt nuclear
power modules provided by NuScale Power. Energy from the project was slated to replace
generation from coal plants to assist members in decarbonizing their energy portfolios.

The project was unable to attract interest from enough purchasers to continue development, despite
the plant’s modular design, improved safety measures and the offer of low-cost government funding,
likely due to schedule delays and cost concerns. Earlier this year, UAMPS raised the estimated cost
of the project to $9.3 billion from $5.3 billion, and the cost of power to $89/MWh from $58/MWh,
reflecting higher interest rates and inflationary pressures.

Nuclear energy is important to the public power sector, accounting for roughly 7% of the sector’s
capacity and nearly 18% of generated energy. Publicly-owned utilities, together with the country’s
electric cooperatives, own 19% of the nation’s nuclear generating capacity and have benefitted from
the strong performance of the operating reactors, most of which were completed between 1970 and
1990. Since 2000, the nation’s nuclear units have recorded a capacity factor of 91%, helping systems
achieve their objective of reliable and affordable power.

Interest in new nuclear generation should remain piqued as a result of proposed Environmental
Protection Agency (EPA) rules to limit carbon-dioxide emissions from power plants, as well as
widening concerns about the effects of climate change and more aggressive carbon-free energy
standards. However, until the cost of new construction can be assured through insurance or
guarantees provided by the U.S. government or highly creditworthy entities, widespread ownership
agreements can broadly distribute and limit project exposure, and new design construction is proven
to be both feasible and replicable, these risks will remain formidable barriers to participation.

Nuclear projects are large, costly and complex, and developers have a historically poor record of
completing new projects on time and within budget. New projects launched at the Summer and
Vogtle nuclear stations in 2013 were plagued by scheduling delays, fabrication challenges, labor
shortages and significant cost overruns almost from the beginning of construction. While the first of
the new Vogtle units entered commercial operation earlier this year, and the second unit is expected
to come online in 2024, the project is seven years late and $16 billion over budget. These challenges
contributed to rating downgrades of co-owners MEAG Power and Oglethorpe Power Corporation
between 2017 and 2021. Construction of the new Summer units was ultimately halted in 2017,
similarly contributing to downgrades of the South Carolina Public Service Authority (Santee
Cooper).

The Tennessee Valley Authority completed its Watts Bar Unit 2 in 2016 after work was suspended in
1985 and resumed in 2007. However, the final cost was roughly $2 billion higher than initially
planned. The operational breadth and financial strength of TVA allowed the utility to absorb the
costs and maintain its then current ratings.
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Unveiling the Crucial Role of Financial Forecasting in Shaping Annual Rates
for U.S. Public Utilities.

U.S. public utilities, like water, wastewater and solid waste, are generally operated by
government entities or local municipalities. These governing entities establish dedicated
departments within their overall operations to oversee the planning, construction,
operations and maintenance of the aforementioned public utilities for their citizens.
Depending on the size and complexity of overall operations, we may see public utilities
structured in the following models: Municipal Utilities Department (MUD), Utility
Authorities/Districts, Public-Private Partnerships and Cooperative Utilities.

Regardless of the model, the primary goal is to ensure the reliable and efficient delivery of essential
services to the public while adhering to regulatory standards and maintaining growth and strong
fiscal health. Typically, the utility operations are largely funded through the utility rates that citizens
pay for these services. Hence, the need to review and adjust the utility rates is the single critical
piece to ensure the longevity and growth of any utility operation are adequately funded to meet
future demands.

In this article, we will take a closer look at the process of utility rate setting and the dire need to
incorporate comprehensive financial forecasting in the entire process.

Continue reading.

dividend.com
by Jayden Sangha

Nov 28, 2023
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JPMorgan Sees Sky-High Rates Reviving Short-Term Muni Deals.

- Public finance bankers have more talks on short-term products
- Fixed-rate debt was all the rage during low interest rate era

Decades-high interest rates are poised to revive interest in a little-used corner of the municipal-bond
market: variable rate deals.

That’s according to the public finance leaders at JPMorgan Chase & Co., the third-biggest
underwriter in the $4 trillion market who say talks with US state and local government clients about
short-term securities, typically tied to variable interest rates, are picking up.

The Federal Reserve’s tightening regime continues to ripple through the muni bond world with the
talks signaling a shift away from years of bond sales being structured with fixed-interest rates as
municipalities tried to lock in ultra-low borrowing costs.

Such discussions with issuers haven’t taken place in a long time, according to Jamison Feheley, head
of public finance investment banking at the bank.

“It was really hard to argue against — why would you do anything but long, fixed-rate debt when 30-
year paper was in the 2% range?” Feheley said in a Zoom interview on Nov. 29. “Why wouldn’t you
lock that in?”

Now, he said issuers are thinking strategically about whether to incorporate short-term debt
products into their portfolios. He said they may be reluctant to “lock in” their debt with longer,
fixed-rate bonds while rates remain elevated.

Floating-rate notes, for example, can be tied to the yield on the Sifma Index which is currently 3.3%.
Yields on the gauge of short-term municipal borrowing costs that resets weekly have been below
fixed-rate 30-year AAA benchmark debt, which currently sits at 3.7%, since September.

For debt issuers, offering the securities represents a bet that short-term interest rates won'’t go
higher.

JPMorgan’s public finances team expects a stronger year for muni sales next year. Issuance this year
is essentially flat, or down 2%. This month, the team’s muni strategists led by Peter DeGroot forecast
an 8% bump in muni issuance in 2024.

A revival of deals by hospitals and healthcare entities may prove to be a bright spot next year as the
sector recovers from Covid-related pressures and pursues tie ups. Healthcare is “is really poised for
a significant uptick in 2024,” Feheley said. That will be driven by hospitals’ capital needs as well as
activity from mergers and acquisitions in the space, Feheley said.

Charles Giffin, head of public finance at the bank, sees 2024 kicking off on a high note as issuers
benefit from the current bond rally which has pushed yields downs. November was the best month
for state and local debt since the 1980s, with the securities notching a 6.4% gain.

“January’s going to be a great time to issue debt,” he said.
Bloomberg Markets

By Amanda Albright
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December 1, 2023

Bloomberg Muni Market 2024 1L.ook Ahead

Joe Mysak, editor of the Bloomberg Brief: Municipal Markets, joins to discuss the muni bond market.
Hosted by Paul Sweeney and Molly Smith.

Listen to audio.
Bloomberg Markets

Dec 01, 2023

US Is Going Through ‘Muni Renaissance': Vanguard's Will

Nathan Will, Vanguard’s head of municipal credit research, says municipal bond yields are
“tremendously attractive” on “Bloomberg Markets: The Close.”

Watch video.

November 29th, 2023

Munis Haven’t Rallied So Much in a Month Since Paul Volcker Ran the Fed.

- Bloomberg index heads for its best monthly gain since 1986
- Falling Treasury yields and lower muni bonds sales fuel rally

The last time the municipal bond market rallied so much, it was Paul Volcker — and not Jerome
Powell — who was winning a war on inflation.

Fueled by growing speculation that the Federal Reserve has tamed inflation enough to start cutting
interest rates next year, everything from Bitcoin to tech stocks to Treasuries have rallied sharply this
month. For state and local government debt, it has been a particularly heady run: They’'ve delivered
a return of more than 5% in November, the best month since January 1986.

The swift, surprising surge has been enough to lift returns and erase losses. The Bloomberg muni
index is now up nearly 3% for the year, a rebound from a loss of 2.2% at the end of October.
Benchmark yields for muni bonds due in 10 years reached below 2.74% Wednesday, the lowest since
mid August.

Continue reading.
Bloomberg Markets

By Shruti Singh
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Investors are Using Bond Insurance More than Before the Pandemic: Build
America CEO

Sean McCarthy, CEO at Build America Mutual, joins Bloomberg Radio to discuss his business,
launching BAM, credit outlook for municipal borrowers, and demand in the muni bond markets.

Watch video.
Bloomberg Markets

November 29th, 2023

Closed-End Muni Funds Now Trade at Biggest Discount in 18 Years.

Closed-end municipal bond funds have been hammered during the recent selloff in fixed-income
markets and now trade at the widest discounts to their asset value in the past 18 years.

Big funds—such as the $2.8 billion Nuveen AMT-Free Quality Municipal Income Fund (ticker: NEA),
at around $9.66, and Nuveen AMT-Free Municipal Credit Income Fund (NVG), at about $10.35—are
trading at 16% to 17% discounts to net asset value.

Over the past year, the average muni closed-end fund discount has been closer to 10% and the long-
term average is around 5%.

The Nuveen AMT-Free Quality Municipal Income Fund yields 4.3% while the Nuveen AMT-Free
Municipal Credit Income Fund, which has a sizable chunk of its assets in bonds with lower credit
ratings or none at all, yields 5%. The average muni closed-end fund yields almost 5%.

Continue reading.
Barron’s
By Andrew Bary

Sept 30, 2023

NORTHAMPTON, MA / ACCESSWIRE / November 28, 2023 / Municipal bonds issued by school
districts can have a direct impact on helping kids stay in school, especially in communities where
they’re most likely to drop out. But the need isn’t always easy to spot. This makes it challenging to
know if a bond will effectively target the problem. So, how can muni investors know where or
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whether their bond will make an impact? Here’s how we figure that out early on, and it starts with
data. For example, school districts generally offer free or discounted meals to students who qualify.
Understandably, schools within underserved communities experience higher participation in such
programs.

But if we overlay meal program participation rates with enrollment trends from 2017 to 2021,
another troubling pattern emerges: the same communities that heavily rely on subsidized school
lunches - 60% and up - also struggle the most to keep their students in classrooms. Enrollment
declines in these districts were almost five times greater than those with the lowest lunch program
participation.

Declining enrollment can have concerning developmental consequences for students and financial
consequences for schools, which rely on enrollment-based state and federal support. The reasons
behind enrollment losses can vary, from outward migration to the rise in homeschooling. But
disturbingly, over one-third of enrollment declines in recent years can’t be accounted for by
increases in private or home schooling or by changes in demographics. These students have simply
gone missing from the system.

Continue reading.
AllianceBernstein

Tue, November 28, 2023

Why Invest In Taxable Municipal Securities?

A taxable municipal bond is a non-tax-exempt fixed-income security issued by a local government to
finance projects that the federal government will not subsidize. In this article we explain what
taxable municipal securities are, why you should invest in them and how they fit into your portfolio.

What are taxable municipal securities?

Taxable municipal bonds are debt securities issued by states, cities, counties, and other
governmental entities, often to finance a project or activity that may directly or indirectly benefit
private industry. They differ from tax-exempt municipal bonds in that they are subject to federal tax;
Internal Revenue Service rules disqualify municipal bonds from eligibility for federal tax exemption
if there is a substantial private use or benefit associated with the bond issue. However, taxable
municipal bond issues are often exempt from state and local taxes, meaning that investors who
purchase bonds issued within their home state will receive interest income that is only taxable at the
federal level. Compared to US Treasuries or tax-exempt municipal securities, these generally offer a
higher yield. Bond proceeds are often used to finance industrial development or to improve public
pension funding levels. Bear in mind that the Tax Cuts and Jobs Act (TCJA) of 2017 eliminated
advance refunding of municipal bond issues on a tax-exempt basis. ?

Taxable municipal bonds are popular among investors who cannot take advantage of federal tax
exemption. These investors include pension funds and foreign investors.

Why invest in taxable municipal securities?

Taxable munis appeal to fixed income investors for a variety of reasons. First, they are perceived to
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be safer than other taxable alternatives. When one considers the 10- year cumulative default rate of
investment grade municipal securities (0.09%) against global corporate bonds (2.23%) with
comparable credit ratings, municipal bonds are a safer asset class when protecting against issuer
default, according to Moody’s.

Second, taxable municipal securities often provide more attractive yields than many global bonds
and other corporate debt. For example, the average yield on the 10- year AAA rated taxable muni
was 2.9% over the past several years. By comparison, yields on many sovereign bonds with
comparable maturity remained at much lower levels over the same time frame. On average,
Japanese and German 10-year government debt yields were 0.09% and 0.43%, respectively.

At the same time, AA taxable munis often provide incremental yield pickup vis-a-vis investment
grade corporate debt with comparable credit ratings.

Third, for US investors, some taxable municipal issues are exempt from state and local taxes within
the state of issuance. For investors who reside in states that impose a high personal income tax rate
such as California, New York, and New Jersey, the state and local tax advantage associated with
taxable munis can be noteworthy.

How do taxable municipal securities fit into your portfolio?

Taxable municipal bonds are appealing to investors seeking an incremental yield opportunity while
maintaining a strong credit rating. They are also attractive for tax-deferred investment accounts
such as IRAs, 401(k)s, and pension funds, where tax-exempt municipal bonds are less appropriate.
Additionally, these bonds have attracted demand from foreign investors who traditionally did not
invest in municipal securities because they could not reap the tax benefits. Based on the Federal
Reserve Flow of Funds data, foreign buyers increased municipal holdings from the end of 2013 (USD
73.8bn) through 2021 (USD 118.7bn), before falling back a bit to USD 108.4bn by 2Q23, reflecting a
volatile rate environment.

The taxable municipal market comprises bonds with longer duration when compared to corporate
bonds. Examining the maturity distribution of a basket of taxable munis shows that almost 50%
come due at the 15-year maturity and beyond. By comparison, only about 25% of an investment
grade corporate index includes longer-dated bonds. As a consequence, the taxable muni sector can
provide opportunities to add duration or match long-dated liabilities within an overall wealth
management strategy.

What are some of the key risks?

The taxable muni market is less liquid than either the corporate bond market or the market for
sovereign securities. Also, when purchasing taxable munis as with other fixed income investments, a
thorough understanding of early call risk is necessary. Make sure to read the full report for further
information on risks.

For ongoing developments in the taxable municipal bond market, please see our monthly report,
Fixed Income Strategist.

by UBS Editorial Team
Main contributor: Kathleen McNamara, CFA, CFP, Municipal Strategist, CIO Americas
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Munis in Good Shape to Face a Recession: Fitch's Bohner

Arlene Bohner, Fitch Ratings head of US public finance, says most US public finance entities are in
good shape to weather a recession on “Bloomberg Markets: The Close.”

Watch video.

November 22nd, 2023

S&P: US Voters Approve Over $44B in New Local Government Bonds

US voters signaled a decided willingness to fund new local infrastructure and other projects during
the Nov. 7 elections.

Relatively high interest rates failed to curb taxpayers’ spending appetite, as voters approved more
than $44 billion in municipal bonds designated for schools, roads and other public infrastructure
uses. A further $29.78 billion is still pending as of Nov. 14, according to data compiled by S&P
Global Market Intelligence.

Continue reading.
by Ingrid Lexova

20 Nov, 2023

Hospitals’ Appetite for Borrowing Returns After Pandemic Years.

- Four hospitals plan to tap the market for bond sales
- Wage and staffing expenses ease as profit margins rebound

Hospitals are returning to the municipal-bond market after shying away since the pandemic.

The sector is now “through the trough” financially, said Matt Cahill, an analyst at Moody’s Investors
Service, which upgraded its outlook for not-for-profit hospitals to stable earlier this month, citing
moderating expenses and increasing revenues as patients return for treatment.

“There are health systems from different parts of the country working on deals,” said Daniel
Steingart, a vice president at Moody’s, adding that he’s seeing appetite for borrowing return

Continue reading.
Bloomberg Markets
By Lauren Coleman-Lochner

November 22, 2023


https://bondcasebriefs.com/2023/11/29/finance-and-accounting/munis-in-good-shape-to-face-a-recession-fitchs-bohner/
https://www.bloomberg.com/news/videos/2023-11-22/munis-in-good-shape-to-face-a-recession-fitch-s-bohner-video?sref=hLJ6xKzm
https://bondcasebriefs.com/2023/11/29/finance-and-accounting/sp-us-voters-approve-over-44b-in-new-local-government-bonds/
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/us-voters-approve-over-44b-in-new-local-government-bonds-78817117
https://bondcasebriefs.com/2023/11/29/finance-and-accounting/hospitals-appetite-for-borrowing-returns-after-pandemic-years/
https://www.bloomberg.com/news/articles/2023-11-22/hospitals-appetite-for-borrowing-returns-after-pandemic-years?sref=hLJ6xKzm

Public Debt Crisis is Here: Mark Zandi

Wall Street has been on guard about rumblings in the US financial system. Moody’s Analytics Chief
Economist Mark Zandi joins Yahoo Finance Live to weigh in on the state of the financial sectors and
areas for concern following regional bank failures in early 2023.

Zandi states the system is “this engine that’s shaking under stress” of higher interest rates and does
not predict stabilization until the yield curve evens out. Furthermore, Zandi expresses concern about
liquidity risks in the US Treasury market, from ballooning debt and warnings of a potential “freezing
up” on bonds. When asked about the reality of the public debt crisis, Zandi plainly states: “We're
here.”

For more expert insight and the latest market action, click here to watch this full episode of Yahoo
Finance Live.

Continue reading.

Yahoo Finance Live
by Eyek Ntekim and Jared Blikre

Wed, Nov 22, 2023

Navigating Public-Private Partnerships To Drive Value In Collaboration.

Critical infrastructure projects—whether a desalination plant or a suspension bridge—help support
economic activity and catalyze growth and development. Yet, roadblocks like a lack of talent or raw
materials can deter progress.

To overcome these challenges and see projects through effectively, I think it’s important to
recognize ways that government agencies and the private sector can team up. As we enter 2024, I
believe it is time to embrace public-private partnerships as a true form of collaboration.

How Do Public-Private Partnerships Work?

Working together, private companies and government entities can combine their strengths to
develop, design, finance and operate large-scale infrastructure projects soundly.

Continue reading.

Forbes Business Council
by Lihy Teuerstein
Nov 20, 2023

Lihy Teuerstein, CEO of IDE Water Assets, an expert on large-scale water infrastructure projects
and alternative procurement.
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S&P: U.S. Privatized Student Housing Stabilizes As Recovery Continues And
University Financial Support Dwindles

Key Takeaways

- S&P Global Ratings raised two ratings and revised five outlooks to positive on U.S. privatized
student housing issuers in the past year, as many projects’ operations rebounded to pre-pandemic
levels.

- Occupancy continues to increase slowly as more projects near full capacity.

- Financial operations have stabilized, given increases in rental revenue and occupancy since the
onset of the pandemic in early 2020.

- As of fiscal year-end 2022, two projects have underfunded debt service reserve funds, but most
have increased their reserves.

ntinue readin
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As Groundwater Dwindles, Powerful Players Block Change.

Here are some of the people fighting efforts to conserve a vital resource that’s
disappearing across the United States.

From a small brick building in Garden City, Kan., 13 men manage the use of groundwater across five
million acres in the southwest corner of the state, some of the most productive farmland in America
for corn, wheat and sorghum.

They serve on the board of Groundwater Management District 3, which since 1996 has overseen the
pumping of 16.2 trillion gallons of groundwater — enough to fill Lake Mead, the country’s largest
reservoir, twice over.

The board is elected, but not by everyone: The only people eligible to vote are large landowners, a
group of less than 12,000 people in an area of roughly 130,000. And in some years, fewer than 100
people actually vote. Others — cashiers at Walmart, teachers at the community college, workers at
the local St. Catherine Hospital — have no say in the management of the aquifer on which they, too,
rely.

ntinue readin

The New York Times

Nov. 24, 2023

Want to Understand Your Neighbors? Go to a Municipal Meeting.

Part theater, part dirge, occasionally part circus, the meetings on any given night fill with
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people united by a common cause.

Last winter, spurred by discontent, I made my way to the town hall. I didn’t know where to stand,
where I would find the sign-up sheet or quite where to look when I spoke into the small microphone.
But it doesn’t take long to fall in line with the rhythms of a municipal meeting. It’s a scene as
fascinating as it is frustrating, as enlightening as it is disappointing, a startling mix of civic failure
and success — often in a single night — and I have continued to enter the meeting chambers with
regularity ever since.

What first took me here was a collective effort to convince the Town Council to prohibit the use of
gas-powered leaf blowers. (It was quite a ride, but last summer we succeeded.) What I experienced
over many months compelled me to continue attending the Town Council meetings and to add others
— the Planning Board, the Historic Preservation Commission, the Board of Education — all part of
the connective tissue of our town’s six square miles and two ZIP codes. And it turns out, I can stream
all of them from home, most on the town’s YouTube channel, which means on certain nights these
meetings play out in my family’s kitchen.

Part theater, part dirge, occasionally part circus, the meetings on any given night fill with people
arriving on their own or as part of small groups, united by a common cause. In time, themes appear:
the Fire Department’s budget, a controversial development project, pedestrian safety, a dearth of
senior services, cannabis licenses. Attend enough, and you come to recognize fellow regulars,
exchange nods, smiles and eye rolls while you sit alongside one another, wait in a snaking public
comment line or whisper in the hallway. Once, when a contentious meeting went late, someone,
perhaps anticipating the rancor, passed out homemade cookies.

Continue reading.

The New York Times
By Jessica Stolzberg

Nov. 22, 2023

California's Resilience: A Closer Look At Municipal Bonds in the Golden State

As one of the largest states in economic prowess and population, it stands to reason that California
is one of the largest issuers of municipal debt. As such, it features prominently in many national
municipal bond funds. At the same, as a high tax state, California munis are a top draw for investors
living within the Golden State’s borders. So, when concerns about California’s finances creep into
the news, it makes sense that investors get nervous.

But they may not have anything to worry about.

California is on some of the surest footing in decades. A hefty rainy day fund, high tax receipts and
other factors make it an ideal destination for muni investors. Whether that be those who reside in-
state or out of state.

Continue reading.

dividend.com
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by Aaron Levitt

Nov 21, 2023

Bloomberg Muni Market Outlook.

Joe Mysak, Editor of the Bloomberg Brief: Municipal Markets, joins to discuss the muni bond market.
Hosted by Paul Sweeney and Carol Massar.

Listen to audio.

Bloomberg Markets: The Tape

Nov 24, 2023

- Escrow bonds with mandatory put preserve tax-exempt allocation
- Structure delivers ‘free lunch, dinner and dessert’ for buyer

Municipal bonds can often seem like the quirky cousins within the $53 trillion US fixed-income
market. But sometimes being a little weird pays.

Consider the $65 million in environmental improvement revenue bonds sold last week by the
Southampton County, Virginia, Industrial Development Authority for a new tire-recycling project.
The facility, to be located at a logistics center in the southeastern portion of the state on the border
with North Carolina, will “demanufacture” car and light truck tires into scrap steel, solid fuel, liquid
fuel and syngas, according to the preliminary official statement to the bonds. A private company,
PRTI, is running the project and will be the ultimate borrower.

Resource recovery has a spotty record in the municipal bond market. Of the $57 billion in municipals
in distress or default, $1.86 billion was used to finance resource recovery, according to data
compiled by Bloomberg. But investors in the bonds sold last week don’t need to worry about that
risk because recycling isn’t repaying the bonds.

And that’s where the quirkiness comes in.

The debt was sold only to preserve the private-activity bond allocation made by the commonwealth
of Virginia that will allow PRTI to use relatively low-cost tax-exempt financing to build the facility.
The use of tax-exempt financing to benefit private companies - offered by municipalities to boost
local economies — is capped by the federal government and expires if it’s unused in a given year.

So the new bonds are a sort of placeholder. The money raised in the debt offering will be invested in
US Treasury securities and put into an escrow account, and the bonds are subject to a mandatory
tender next June. At that point PRTI will come to market with new bonds and use the proceeds of
that issue to build the new facility in Virginia.

The bonds, rated Aaa by Moody’s Investors Service, were priced at par — or 100 cents on the dollar
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— with a 4.88% coupon on Nov. 6. At the time, top-rated municipal bonds maturing in a year were
yielding 3.54%, according to the Bloomberg BVAL yield curve. So investors picked up more than
1.25 percentage point in extra yield, basically just because of the eccentricities of the municipal
market.

And as it says right on the cover of the bond offering documents, “The Bonds are being offered only
to investors who, in making their investment decision, rely solely on the Government Obligations and
any cash on deposit in the Mandatory Tender Account, and not on the credit of the company or the
feasibility of the Project.” So virtually no credit risk, though the bonds are subject to the alternative
minimum tax.

‘Wabi-Sabi’

These kinds of deals, used by borrowers looking to preserve their private-activity bond allocations in
advance of remarketing to final investors, are relatively unusual. Bloomberg doesn’t track annual
sales of such deals on a separate basis, but anecdotal evidence suggests they come up a few times a
month.

For investors, “bonds with this type of structure are the muni equivalent of wabi-sabi,” Nicholos
Venditti, senior portfolio manager at Allspring Global Investments, LLC, in an email, referring to the
Japanese art of finding beauty in imperfection. He continued, “Any time investors can find beauty in
the weird, or in this case, excess return in the weird they should jump at those opportunities. All it
takes is some extra work and a slightly different perspective.”

Eric Kazatsky of Bloomberg Intelligence concurred, saying that private activity bonds subject to the
alternative minimum tax like these already offer a yield premium that’s like “the proverbial free
lunch,” because so few investors have to pay the AMT. Add to that the escrow and put structure
embedded in the Virginia debt issue, and it’s like “free lunch, dinner and dessert,” he said.

Chris Hare, chief executive officer of PRTI, said in a telephone interview that the company already
has a facility operating in Franklinton, North Carolina, and is working to make sure its process is
“industrially scaled.” He can save the assurances for the next set of investors.

Bloomberg Markets
By Joseph Mysak Jr
November 15, 2023

— With assistance from Trevor Rowe and Shelby Knowles Nikolaides

Municipal CUSIP Request Volumes Rise in October.

NORWALK, Conn., Nov. 13, 2023 (GLOBE NEWSWIRE) — CUSIP Global Services (CGS) today
announced the release of its CUSIP Issuance Trends Report for October 2023. The report, which
tracks the issuance of new security identifiers as an early indicator of debt and capital markets
activity over the next quarter, found a monthly decline in request volume for new corporate
identifiers, while municipal volumes grew on a monthly basis.

North American corporate requests totaled 5,664 in October, which is down 17.0% on a monthly
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basis. On a year-over-year basis, North American corporate requests closed the month up 17.0%
over year ago totals. The monthly volume decrease was driven by a 26.2% decrease in request
volume for corporate debt and a 15.9% decrease in requests for U.S. corporate equity identifiers.
October also saw a 15.2% decrease in request volume for short-term certificates of deposit (CDs)
with maturities of less than one year, and a 5.9% decrease in request volumes for long-term CDs
(maturities greater than one year).

Municipal request volume rose this month after declining in September. The aggregate total of
identifier requests for new municipal securities - including municipal bonds, long-term and short-
term notes, and commercial paper - climbed 7.4% versus September totals. On a year-over-year
basis, overall municipal volumes are down 7.2%. Texas led state-level municipal request volume with
a total of 163 new CUSIP requests in October, followed by New York (93) and New Jersey (60).

Continue reading.

CUSIP Global Services

Mon, Nov 13, 2023

Tools for Sustainable State Budgeting.
Long-term budget assessments and stress tests promote fiscal resilience
Overview

Responsible state fiscal policy requires more than just balancing the current year’s budget. It must
also include ensuring that the budget is on a sustainable path. Otherwise, policymakers cannot have
the lasting impact they hope for: They may act to improve state services or cut taxes only to have to
scale those efforts back later. This risk is especially high in the aftermath of the COVID-19
pandemic. Record budget surpluses, driven largely by federal pandemic aid, empowered states to
adopt historically large tax cuts and spending increases from 2021 to 2023, investments that many
state leaders hope to build on in coming years.1

Going forward, state leaders must be able to assess whether their decisions will be affordable over
the long term or will jeopardize their ability to solve state problems or even sustain programs and
services in the future. Unfortunately, the nature of state budget processes discourages such long-
term thinking. State policymakers devote much of their time to developing, enacting, and
implementing annual or biennial budgets, a core government function and a prime opportunity for
lawmakers to achieve immediate policy goals.

One key strategy for changing this short-term focus is for states to use two analytical tools—long-
term budget assessments and budget stress tests—to regularly measure risks, anticipate potential
shortfalls, and identify ways to address impending challenges. Long-term budget assessments
project revenue and spending several years into the future to show whether and why states may face
chronic budget deficits. Stress tests estimate the size of temporary budget shortfalls that would
result from recessions or other economic events and gauge whether states are prepared for these
events.

Continue reading.
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Muni Bond Blowup Exposes Flaws in $600 Billion Corner of Market.

- Sports complex went bust less than three years after debt sale
- Little vetting by agency with history of rubber-stamping deals

The red flags were flying all around Randy Miller. He’d already had bouts with bankruptcy. He’d
been accused — not once, but three times — of defrauding business associates. He pointed to a
partnership with international soccer powerhouse Manchester United, even though the other ties to
professional teams he cited were over three decades old.

But when the 68-year-old businessman and his son turned to Wall Street in 2020 and 2021 for money
to build a sprawling youth-sports complex in the Sonoran Desert outside of Phoenix — after
repeatedly failing to drum up enough financing on his own — it not only obliged, but lent him $280
million to do so.

All it took was an eight-page application to the Arizona Industrial Development Authority, which had
never turned down any of the scores of borrowers that sought the state’s imprimatur on their bond
sales, an audit late last year showed. Dangling yields near 8% back when the Federal Reserve was
pinning rates near zero, the debt was snapped up by big institutional money managers like the
Vanguard Group Inc. and AllianceBernstein Holding LP.

Continue reading.

Bloomberg Markets
By Martin Z Braun

November 17, 2023

Fitch: U.S. State Liabilities Drop Temporarily in Pandemic Aftermath

Fitch Ratings-New York-15 November 2023: U.S. states experienced a steep decline in long-term
liability burdens in fiscal 2022, but the decline is only temporary, according to Fitch Ratings in its
latest annual update report.

The median ratio of state direct debt plus net pension liabilities dipped to 4% of personal income in
fiscal 2022 from 4.5% in fiscal 2021, the sharpest drop in the seven years since all states started
reporting pension data under current accounting rules. The median ratio of Fitch-adjusted net
pension liabilities plunged to 1.7% of personal income in fiscal 2022 from 2.9% in fiscal 2021.

However, the decline in liability burdens appears to be short-lived reflecting market exuberance
during the pandemic recovery, which propelled a 24% rise in state pension asset portfolios. Market
volatility since then has already erased a part of the fiscal 2022 gains. Available data from pension
plans indicate assets falling an average of 5.2%, with states’ fiscal 2023 audits likely to show
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comparable declines. “Since the pandemic began, state liability metrics have been very volatile and
we expect volatility to continue at least through next year if U.S. economic conditions weaken,” said
Senior Director Doug Offerman.

The ranking of states’ carrying cost burdens also remained largely unchanged in fiscal 2022, with
Illinois having the highest carrying cost (20.3% of governmental expenditures) and Nebraska on the
opposite end of the spectrum (0.8% of governmental expenditures).

“Flush with resources in the aftermath of the pandemic, many states are opting to supplement their
routine contributions to pensions to accelerate funding progress,” said Offerman. Fiscal 2022
supplemental deposits totalled almost $9 billion, with California and Connecticut contributing an
extra $2.3 billion and $4.1 billion, respectively, under budgetary mechanisms predating the
pandemic. Additional excess deposits were made by Washington, Indiana, Kentucky, and New
Jersey.

Fitch’s “2023 State Liability Report” is available at www.fitchratings.com.

Fitch 2023 State Liability Report (Post-Pandemic Asset Surge Lowers Pension
Burdens)

State long-term liability burdens fell sharply in fiscal 2022 state audits, as a surge in the market
value of pension assets lowered net pension liabilities (NPLs) reported by states. However, the
resulting decline in state liability burdens reflected market exuberance in the pandemic recovery,
and will partly reverse in fiscal 2023.

ACCESS REPORT

Wed 15 Nov, 2023

Fitch: Lower Tuition Growth Prospects Will Constrain Some US Higher Ed
Margins

Fitch Ratings-Chicago/New York-16 November 2023: Muted U.S. college and university net tuition
growth amid a challenging inflation environment will constrain operating margins this academic
year, Fitch Ratings says. Tuition-dependent private colleges with little competitive demand strength
are most at risk of contraction in net tuition and margins, as these schools bear the brunt of
enrollment and pricing pressures.

Revenue growth rates from net tuition, which adjusts for institutionally-funded financial aid and
scholarships provided to students (or ‘discount’), varied widely from FY21 to FY22 among the Fitch-
rated portfolio. For the 2023-2024 academic year, Fitch is expecting a decline in net tuition growth
to 2%-4% for most institutions. Rising discount rates, which are now over 56% for first-time
undergraduate students per the most recent NACUBO study, will limit growth.

Continue reading.
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Municipal Water Projects Advance with State Revolving Fund Financing and
Funding.

The Bipartisan Infrastructure Law (BIL), officially known as the Infrastructure Investment and Jobs
Act, provides significant funding for improving the nation’s drinking water, wastewater and
stormwater infrastructure. The law delivers $50 billion to the U.S. Environmental Protection Agency
(EPA), mostly to the State Revolving Fund (SRF) programs, which goes out to communities from
state agencies as a mix of loans and grants or principal forgiveness.

While this is the single largest investment in water that the federal government has ever made, it is
not enough to close the water infrastructure investment needs gap. EPA estimates the nation’s water
infrastructure capital needs over the next 20 years to be approximately $896 billion in total.1
Moreover, local governments are responsible for 98 percent of all water infrastructure capital,
operations and maintenance investments, including investing over $148 billion in 2021 alone,
according the U.S. Census Bureau.

While the NLC Rebuilding America dashboard showcases the cities, towns and villages that have
successfully received direct federal grants from BIL, local government State Revolving Fund
recipients are not included because those applications run through the state. Each state has its own
timeline, processes and affordability criteria for project selection and providing financing or funding
to local governments.

Continue reading.

National League of Cities
by Carolyn Berndt & Peyton Siler Jones

NOVEMBER 14, 2023

Funding for Broadband Infrastructure Projects: What’s Next (Part III) -
Squire Patton Boggs

In our last post, we previewed that states would be spending the months leading to December 2023
preparing “Initial Proposals” to award the funds that the National Telecommunications and
Information Administration (NTIA) allocated to them under the Broadband Equity, Access, and
Deployment program (the “BEAD program”). The Initial Proposals are the documents that must (1)
identify the specific locations in the state that qualify for funding as unserved, underserved, or
community anchor institutions and (2) outline the competitive bidding process each state proposes
to employ to select projects and award funds. Much has happened since.

Submission of BEAD Initial Plans

Most states have chosen to split their Initial Plans (as allowed by NTIA rules) into a first part
identifying qualifying locations proposing a process to challenge whether specific locations qualify
for funding (Volume I) and a second part addressing the state’s proposed procurement process,
including participation requirements and evaluation criteria (Volume II). NTIA must approve a
state’s Initial Plan before the state can move forward with implementation. That means no state can
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initiate its challenge process until NTIA has approved its Volume I Initial Proposal, and no state can
initiate its BEAD procurement process until NTIA has approved the Volume II Initial Proposal and
the challenge process has concluded.

Although most states have released their Volume I Initial Proposals, so far, only 12 states have
submitted their Volume I Initial Proposals to NTIA for approval. NTIA has only approved those of
Virginia and Louisiana. Virginia, Louisiana, and Nevada are the only states that have submitted their
Volume II Initial Proposals to NTIA for approval. NTIA has created a dashboard tracking each state’s
process with the submission and approval of Initial Proposals.

Continue reading.

Squire Patton Boggs - Eduardo R. Guzman

November 16 2023

Treasury Releases Updated SLFRF Reporting Data Through June 30, 2023.

In a blog last month, NASBO analyzed data published by Treasury based on quarterly project and
expenditure (P&E) reports submitted by Coronavirus State and Local Fiscal Recovery Fund (SLFRF)
recipients. At that time, data were available through the period ending March 31, 2023. This week,
Treasury released an updated reporting dashboard and dataset through June 30, 2023. The following
analysis is based on this latest data, with a focus on project plans and expenditures by Treasury
category, as well as estimated revenue loss, reported by states, territories, and the District of
Columbia (DC) (hereafter referred to collectively as “states”).

Continue reading.

NASBO Budget Blog

By Kathryn White posted 10-19-2023

Investors Dive Into $4 Trillion Muni Bond Market, Boosting Trading Volume.

- Volume hit about 87,400 on Nov. 1, surpassing last year’s high
- Yields and lack of supply have been boosting activity

Investors are rushing into the $4 trillion municipal bond market to take advantage of bargain prices.
“Trade volumes are up so much because munis is the cheapest it’s been in about a decade,” Simone
Santiago, a managing director at Morgan Stanley Investment Management, said. “There is this fear
that if I don’t get involved at this moment, I will miss my opportunity to buy munis at such attractive
levels.”

On Nov. 1, trading volume was about 87,400, surpassing the high of approximately 84,000 reached a
year ago, according to Municipal Securities Rulemaking Board data. Since the top of the month,
volumes have been hovering between 70,000 to 80,000.

Continue reading.
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It’s an Ideal Time for Muni Bond Exposure With These ETFs.

History tends to repeat itself and if that’s the case in the current economic environment, then
investors may want to side with muni bonds. American Century offers a pair of attractive, low-cost
exchange traded fund options that allow for this exposure.

With high interest rates hampering the prospects of global economic growth, investors are pumping
the brakes on riskier assets.

“We are in a low growth environment in the US. In Europe we are probably already in recession. We
are in an environment where investors will demand more risk premium to own credit,” said Karim
Chedid, head of investment strategy for BlackRock’s iShares arm in the EMEA region, per a
Financial Times report. “Valuations are not cheap and that is driving some of the de-risking.”

Continue reading.
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New York Life's Guidelines: Navigating the Allocation of Municipal Bonds

Arguably, one of the most important pieces of investing is allocation. Getting the right assets classes
in the right amounts is a major part of reducing risk and getting the returns you need. For high-ne-
-worth investors and those looking for tax-free income, an allocation to municipal bonds is a must-
have.

But how much in muni bonds should an investor really hold? And what kind of munis?

The answer may not be so simple. However, insurance giant and asset manager New York Life may
have some answers depending on what investors want out of their municipal bond portfolio. Their
guidelines could serve as a base for advisors and individuals looking toward muni bonds.

Continue reading.
dividend.com
by Aaron Levitt
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The Tape: Bloomberg Muni Market Update

Joe Mysak, Editor of the Bloomberg Brief: Municipal Markets, joins to discuss the muni bond market.
Hosted by Paul Sweeney and Matt Miller.

Listen to audio.

Nov 17, 2023

Expect Munis to Perform Well in 2024: Abrdn's Mondillo

Jonathan Mondillo, Abrdn’s head of North American fixed income, discusses the outlook for the
municipal bond market on “Bloomberg Markets: The Close.”

Watch video.
Muni Moment - Bloomberg Markets: The Close

November 15th, 2023

States’ Anti-ESG Laws Will Harm Taxpayers.

Boycotting financial-services companies over climate investment policies risks raising
pension systems’ costs.

The Securities and Exchange Commission is slated to soon release mandatory disclosure rules for
environmental, social and governance policies that are expected to require companies to report
climate-related risks likely to have a material impact on their businesses. It is unclear whether
compliance with these rules will be merely onerous, or absolutely unreasonable. On the flip side,
many state policymakers have been crafting proposals to prevent their states from contracting with
companies that practice ESG.

Ironically, these policies will have the same effect as the heavy-handed federal government
regulations they’re rebelling against: micromanaging US businesses and adding significant,
unnecessary costs to achieve ideological aims. Think of it as right-wing ESG.

For example, in 2021 Texas enacted laws prohibiting municipalities from contracting with banks
with particular ESG policies, specifically those that prohibited investment in fossil fuel companies.
While many supported this policy, believing it would protect Texas’ fossil fuel production,
policymakers were less than transparent with voters about the costs — much of which taxpayers will
bear. In the aftermath of the Texas law, five of the largest municipal bond underwriters stopped
doing business in the state, unable or unwilling to comply with the restrictions.

Continue reading.
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By Douglas Holtz-Eakin
November 7, 2023

Douglas Holtz-Eakin is president of the American Action Forum and was chief economic policy
adviser to Senator John McCain’s presidential campaign.

US Voters to Weigh Over $44 Billion of Bond Measures in Midterm Election.

- Proposals from Texas dominate list of largest ballot measures
- This year’s tally marks a decline from $66 billion in 2022

Voters on Tuesday will decide if US cities and counties can bring more than $44 billion of bonds to
the market to finance building and expanding hospitals, schools and roads.

That sum is down by roughly a third from 2022 — a midterm election year, typically when more
referendums are brought to ballots — as issuers sought approval of more than $66 billion of bond
measures. While voters signed off on more than 80% of last year’s proposals, the latest measures
come as states and cities run out of federal Covid-relief funds and voters across the country are
being squeezed by rising costs.

“It seems as though economic sentiment is still bad, people really feel hurt by inflation,” said Tom
Kozlik, head of public policy and municipal strategy at Hilltop Securities Inc. Though, he added “if
there are schools or local governments and areas that have been experiencing growth — a lot easier
for them to ask for approval as opposed to places that haven’t been.”

Continue reading.
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By Eniola Longe and Nic Querolo

November 6, 2023

State Governments Lure Workers With Higher Pay. Moody’s Warns of Budget
Strains.

- Long-term pension liabilities expected to exceed wage growth
- Government wage growth is expected to out pace inflation

State and local governments are approaching pre-pandemic employment levels as workers are lured
into public service with incentives such as higher salaries that will strain some budgets, Moody’s
Investors Service warned.

The US labor market has experienced a strong recovery following significant job losses at the
beginning of the Covid-19 pandemic. But public employment fell behind as state and local
governments struggled to compete with the private sector for workers. So cities and towns and state
agencies have had to raise pay and retirement benefits to keep up.
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“Many states’ revenue growth should be sufficient to pay for wage increases while maintaining a
balanced operating budget,” Moody’s said in a Nov. 3 report. “However, in some cases, states will
likely have to draw on reserves and face structural imbalance in order to fund the bumps.”

Continue reading.
Bloomberg Markets
By Maxwell Adler

November 7, 2023

S&P U.S. Not-For-Profit Health Care Rating Actions, October 2023

View the S&P Rating Actions.
6 Nov, 2023

S&P U.S. Transportation Infrastructure Airport Update: The Industry Is
Cleared For Takeoff, With Cost Pressures On The Horizon

Key Takeaways

- Our sector view for airports remains stable.

- We expect revenue growth will be balanced against increased financing costs and large step-ups in
operations and maintenance expenses as well as renewed capital spending to modernize and
expand capacity.

- Our economic outlook no longer includes a recession but projects a shallower, more protracted
slowdown, which could translate into softening U.S. domestic airline travel.

- S&P Global Ratings’ Transportation Infrastructure Medians report analyzing financial metrics
through the fiscal 2022 highlights the strong rebound in overall airport performance measures
powered by passenger growth and prudent management actions taken during and after the
pandemic. Year-to-date, 20 airports across all hub sizes have issued a total of $10.7 billion of debt
with an average principal amount of $544 million.

Continue reading.

7 Nov, 2023

Sewer Rates Soar as Private Companies Buy Up Local Water Systems.
New state laws have unleashed dozens of buyout attempts.

For residents in some Pennsylvania communities, flushing the toilet has suddenly gotten much more
expensive.
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In many townships and counties, rates have spiked as private water companies have bought up
wastewater systems from local governments.

The new push to privatize sewer services follows the passage of a state law in 2016 that allows the
dollar value of water systems to include not just pipes and plants but market factors such as their
worth to the community, allowing them to be sold at much higher prices.

Community groups and municipal leaders say that law, an example of “fair market value” legislation,
has unleashed dozens of buyout attempts as private companies have offered tens of millions of
dollars for local water systems. Pennsylvania’s municipalities have been at the forefront of the
national movement, though an ongoing court case could slow the state’s momentum.

Continue reading.
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Peer Review of U.S. Managed Lanes (Attribute Assessments, Metrics and
Ratings): Fitch Special Report

This report provides an annual snapshot of Fitch Ratings’ U.S. managed lanes (ML) portfolio,
including key rating drivers (KRDs) and performance for each rated project in the past year. This
report also discusses our ratings approach for MLs and includes noteworthy trends and updates in
the current sector. ML projects discussed in this report are financed with debt primarily secured by
ML net revenues. MLs are a subset of the toll road sector and are rated by Fitch under the
Transportation Infrastructure Rating Criteria (May 2022).

ACCESS REPORT
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A Sample of the Return on Investment for Certain Federal Infrastructure
Awards.

As more than 1,100 cities, towns and villages pursue, win and deploy infrastructure grant funds from
the Bipartisan Infrastructure Law (BIL), officially known as the Infrastructure Investment and Jobs
Act (ITJA), they are not only focusing on the infrastructure benefits of the project but have also
demonstrated how these infrastructure projects will strengthen their local economies.

Some of the BIL programs require applicants to submit a benefit-cost analysis (BCA). NLC has
collected a handful of these BCAs to demonstrate how direct federal funds can go further in the
hands of local recipients. While the benefit-cost analyses required can be a bit overwhelming and
even costly for smaller municipalities, they demonstrate the determination and work that
municipalities are willing to do to show the value of these federal investments in their communities
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and for their residents.

Continue reading.
National League of Cities
by Christine Baker-Smith, McKaia Dykema & Kyle Funk
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Navigating the Fiscal Crisis in Public Transit.

Two transportation-focused think tanks held back-to-back events last week, bringing
transit advocates, scholars and industry leaders together to discuss solutions for the fiscal
cliff many agencies are facing.

In Brief:

- The Eno Center for Transportation and TransitCenter both held webinars looking at ways for
transit agencies to address financial challenges.

- Most big agencies had steep ridership and revenue losses in the wake of the COVID-19 pandemic.

- Federal relief is set to run out, leaving many agencies with big budget gaps.

- The biggest crisis facing U.S. transit agencies since the COVID-19 pandemic began is the so-called
fiscal cliff — the steep drop in fare revenue that resulted from ridership losses and the looming
expiration of federal relief funds that were provided to temporarily fill the gap.

Continue reading.

governing.com
by Jared Brey
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Bipartisan Infrastructure Law Second Anniversary: Historic Legislation’s
Impact for Municipalities

In November 2021, President Biden signed the Bipartisan Infrastructure Law (BIL), officially known
as the Infrastructure Investments and Jobs Act (IIJA), into law. This historic legislation delivers
necessary infrastructure funding to cities, towns and villages across the US. NLC and its members
are celebrating BIL’s second anniversary and the hope BIL is bringing to communities in critical
need of infrastructure funds. This historic investment not only allows localities to make
improvements to decades-old infrastructure but also funds new and innovative projects to make
lasting infrastructure investments for the future.

As of August 2023, the administration has awarded more than $13 billion dollars in funding to
municipal-eligible projects. These allocations have resulted in the development of more than 1,600
projects across over 1,100 municipal governments for investments in resilience, safety and clean
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energy as well as roads, bridges, public transportation and other infrastructure that are used by
more than 97 million people.

Continue reading.

National League of Cities
by Julia Bauer & Patrick Rochford
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Muni Investors, Take Heed of Fed Pause: AllianceBernstein

View the AllianceBernstein charts & graphs.

Public Retirement Systems Need Sustainable Policies to Navigate Volatile
Financial Markets.

State pension funding gap, 2021
Overview

Over the past decade, policy reforms and increased financial contributions have dramatically
improved the cash flow situation of some of the nation’s most troubled state pension plans. Thanks
to these changes, which include reforms to benefit designs, a commitment to fiscal discipline, and
greater monitoring of the financial health of public retirement systems, no state is at risk of pension
plan insolvency. Nevertheless, many states still have more to do to ensure the long-term
sustainability of pension promises.

As recently as 2016, seven states still had gaps between outgoing benefit payments and incoming
contributions that were large enough to cause insolvency if investments fell short of expectations
and policymakers failed to react quickly. But by 2018, the number of plans at serious risk of
insolvency had dropped to two. And in 2021, no state was below that dangerous threshold, a sign of
the significant turnarounds achieved by states such as Colorado, Kentucky, and New Jersey.

However, sustainable pension policy requires more than just paying the bills due today. If a pension
plan is meeting current needs but pension debt is steadily growing, future generations of
policymakers might have to make unaffordable contribution increases or reduce benefits. From 2002
to 2018, states fell short of minimum funding thresholds by a combined $220 billion, which caused
the funding gap to grow in good economic times as well as bad. But after more than a decade of
increasing pension contributions—which have risen by 7% annually since 2008—by 2021, states
collectively were contributing enough to keep pension debt stable (though not enough to make
progress in paying down pension debt). Most states met or exceeded Pew’s contribution benchmarks
in 2021, but 21 still had negative amortization, meaning that contributions were insufficient to keep
the funding gap from growing.

Continue reading.
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The Ever-Rising Municipal Bond Market’s Technological Tide.

When describing the municipal bond market, the first adjectives are usually “staid” or “stodgy”. The
terms “data-driven” or “technologically cutting edge” are not usually the first prefaces attached.

That’s unfortunate—and increasingly inaccurate. Technological tides have risen steadily in this
market, particularly in investing and money management, from digitized financial data to
algorithmic trading. Now they are sweeping through.

Technology drives market innovation by its functions and the speed at which it can provide them.
The question is not can it be done, but how can it be done, and how fast can it be done. The results
are transformative. And with artificial intelligence and machine learning, it’s only moving faster.

Continue reading.

Forbes
by Barnet Sherman

Nov. 8, 2023

Municipal Bonds: This Is No Time for Market Timing

Municipal-bond investors who “wait for the turn” in interest rates may be missing out on
the opportunity for strong forward returns when that reversal actually happens.

There were no headlines about important developments in the municipal bond market on the front
page of the October 27, 2022, edition of The Wall Street Journal. However, something significant did
occur on that day: it marked the local peak in municipal bond yields. But this inflection point could
not be found in financial news headlines because no one knew at the time—such developments are
only clearly glimpsed in the rearview mirror. It would be almost impossible to call the peak in
interest rates with any real confidence until weeks or even a month after the fact.

However, there are a few things that we do know now. In the month following the peak in rates in
October 2022, the turn (i.e., the reversal to a decline in rates) happened very quickly. From the end
of the October to the end of November, municipal yields fell across the curve by roughly 50 to 60
basis points.

Continue reading.

Lord Abbett

By Nicholas Bragdon - Associate Investment Strategist
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Muni Market Rally Has Legs, BlackRock's Carney Says.

Sean Carney, BlackRock’s head of municipal strategy, explains why now is a good time to turn
constructive on municipal bonds. He speaks with Romaine Bostick and Katie Greifeld on “Bloomberg
Markets: The Close.”

Watch video.
Bloomberg Markets: The Close

November 8th, 2023, 12:54 PM PST

Bloomberg Muni Market Breakdown.

Chris Brigati, former SVP of Munis at Valley Bank, joins to discuss the muni bond market. Hosted by
Matt Miller and Molly Smith.

Listen to Audio.
Bloomberg Markets

Nov 10, 2023

Bonds vs. Bond Funds: How Higher Rates Are Changing the Calculation
Many investors are taking a second look at bonds. Here are some options to consider.

The new era of higher interest rates has reignited a long-smoldering Wall Street debate: Is it better
for ordinary investors to buy individual bonds outright? Or shares of bond mutual funds?

During the yearslong period of near-zero interest rates, the answer seemed simple: Funds had low
fees and were easy to buy and sell, and share values rose alongside bond prices. If any one bond
defaulted, losses were minimal.

The historic declines suffered by major bond funds last year highlighted the risks of that approach.
Rising rates crushed funds’ share prices. That is because bond prices drop when new higher-yielding
bonds come on the market and make older, lower-yielding bonds less attractive. Because funds’
share values are based on the market price of their bonds, someone who bought shares a few years
ago could end up cashing out today with less money than they put in.

Continue reading.

The Wall Street Journal
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SIFMA US Municipal Bonds Statistics.

SIFMA Research tracks issuance, trading, and outstanding data for the U.S. municipal bond market.
Issuance data is broken out by bond type, bid type, capital type, tax type, coupon type and callable
status and includes average maturity. Trading volume data shows total and average daily volume
and has customer bought/customer sold/dealer trade breakouts. Outstanding data includes holders’
statistics. Data is downloadable by monthly, quarterly and annual statistics including trend analysis.

YTD statistics include:

. Issuance (as of October) $316.4 billion, -8.1% Y/Y
- Trading (as of October) $12.9 billion ADV, -7.7% Y/Y
- Outstanding (as of 2Q23) $4.0 trillion, -0.5% Y/Y

Download xIs

Bloomberg Muni Market Outlook.

Eric Kazatsky, Senior Municipal Bond Strategist with Bloomberg Intelligence, joins to discuss the
muni bond market. Hosted by Paul Sweeney and Matt Miller.

Watch video.
Bloomberg

Nov 03, 2023

Tender Offers Are Here To Stay - What Do I Need To Know? - Orrick

Municipal tender offers have rapidly increased in volume since 2020, and 2023 is anticipated to be
the highest volume year for voluntary municipal tender offers. As reported by the Bond Buyer, 2021
and 2022 each saw about $4 billion in municipal tender offers. As of July, about $14.1 billion has
been tendered or invited to tender this year. In the current interest rate environment, municipal
issuers increasingly use tender offers to generate debt service savings, especially since advance
refundings were eliminated by the Tax Cuts and Jobs Act in 2017. Many issuers are navigating these
transactions for the first time.

Here’s an overview of the basic structure, documentation and timeline of a tender offer to help
issuers determine whether this financing structure could help them achieve their financing goals.

What is a tender offer?
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In a tender offer, a bond issuer makes a public offer to bond holders to relinquish or “tender” their
bonds for cash or to exchange their existing bonds for new bonds. The tendered bonds are then
purchased by the issuer and canceled or exchanged for new bonds and then canceled.

Continue reading.

Orrick, Herrington & Sutcliffe LLP

November 1, 2023

Citigroup Weighs Shutting Once Dominant Muni Business.

- CEO Fraser considering political ramifications of such a move
- Deliberations come amid restructuring aimed at boosting profit

Chief Executive Officer Jane Fraser is weighing whether to shutter Citigroup Inc.’s municipal-bond
trading and origination business, which for decades was a powerhouse in the $4 trillion market for
US state and local debt.

Senior executives in favor of closing it down have presented the proposal to Fraser in response to
her push to bring the firm’s profitability in line with its competitors, according to people familiar

with the matter. No final determination has been made and the CEO could still elect to hold on to
the business.

Political ramifications may factor into the decision, the people said, asking not to be identified
discussing internal deliberations. Banks often point to their work raising money for cities and states
when facing scrutiny from local and federal politicians, and a decision to exit such a business could
invite blowback.

The debate shows just how far Fraser is willing to go to improve Citigroup’s returns, which have
long lagged behind Wall Street’s other top banks. She has already moved ahead with plans to
jettison more than a dozen retail-banking units in overseas markets and initiated the biggest
restructuring of Citigroup in decades as she whittles down the company’s byzantine management
structure.

The business of underwriting bonds for state and local governments has been thrust into the
spotlight by Texas and several other Republican-led states that have picked fights with Wall Street
over policies that limit work with the gun and fossil-fuel industries. Earlier this week, JPMorgan
Chase & Co. CEO Jamie Dimon warned Texas that the state risks undermining its business-friendly
reputation by pushing anti-business laws.

The debate at Citigroup is focused on how profits from the muni operation have been a laggard, and
is not a response to political confrontations in Texas, the people said. The costs associated with the
business don’t always justify the revenue it brings in, one of the people said.

It’s a notable fall for the bank’s municipal-bond business, which spent years near the top of the
league tables and ranked No. 2 as recently as 2021. Since then, Citigroup has tumbled in the
rankings for underwriting state and municipal debt. The Wall Street giant has fallen to eighth place
this year, according to data compiled by Bloomberg.
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A representative for the New York-based company declined to comment on deliberations about the
the muni-bond business.

While the brewing controversy in Texas was not the reason for Citigroup to begin deliberating the
future of the municipal business, it didn’t help. Being frozen out of Texas deals has further crimped
the unit’s revenue, thereby hurting overall profitability, the people said.

Just three years ago, Texas deals accounted for 14% of Citigroup’s municipal-bond volume,
according to data compiled by Bloomberg. Fraser, for her part, has sought to rekindle her bank’s
business in the state. In August, she and Ed Skyler, Citigroup’s head of enterprise services and
public affairs, traveled to Texas to meet with Governor Greg Abbott about the bank’s continued
commitment to the state.

Last year, Citigroup revamped parts of the group’s trading and banking units, closing its muni
proprietary-trading operation, which used the firm’s own cash to trade and invest. The company also
offered buyouts to more than a dozen senior traders, bankers and salespeople, which spurred
further departures across the group.

Fraser, as part of her bid to boost profits, has pledged to be dispassionate when it comes to ditching
or rejiggering businesses that don’t meet the firm’s targets for profitability. She’s looking to lift a
key measure of profitability known as return on tangible common equity to at least 11% by 2027 at
the latest. Many of her rivals are already notching returns much higher than that: JPMorgan’s figure
stood at 23% in the first nine months of 2023. At Bank of America Corp., that ratio was 16%.

“When I became CEO, we began immediately with refreshing our strategy, laying out the new vision
for the firm in order to transform Citi into a simpler bank and to unlock the full value potential and
to deliver higher returns in the medium term,” Fraser said at an investor conference in September.
“I had a very clear-eyed assessment of exactly where we stood versus our peers, but also the issues
that have held us back over the years.”

Bloomberg
By Sridhar Natarajan and Jennifer Surane
November 3, 2023

— With assistance by Martin Z Braun and Danielle Moran

Overview

S&P Global Ratings took 28 rating actions, made eight outlook revisions, and made one CreditWatch
placement in the U.S. municipal water and sewer utilities sector in the third quarter of 2023. We
affirmed 57 ratings with no outlook revisions and placed one rating on CreditWatch with negative
implications.

Positive rating actions outweighed negative actions, with 13 upgrades compared to two downgrades
in the quarter. The upgrades were to systems that had exhibited sustained improvement in financial
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performance or material positive changes in operating characteristics. We assigned a negative
outlook to five ratings, exceeding the three outlooks revised to positive.

New ratings further increased against first- and second-quarter 2023 and also trended above the
same period last year. Although rating movement has remained stable and consistent with that of
second-quarter 2023, movement is generally down from the same period in 2022.

Continue reading.
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Muddling Through Stubborn Inflation and Spooked Bond Markets.

Halloween seems an apt metaphor for what state and local financiers will encounter over
the next year and beyond: plenty of tricks but a modest supply of treats.

Wall Street banshees call it “bondageddon”: the recent period of selloff-driven market losses in the
U.S. government bond market that some researchers claim is the worst since 1787. In parallel, this
year’s run-up in municipal bond yields — the returns investors expect — has been equally dramatic.
After years of suppressed interest rates driven to near zero or even negative numbers by central
banks around the world, investors suddenly awoke to a wicked brew of stubborn inflation, tight labor
markets, monetary tightening and seemingly endless federal borrowing. Like zombies, high interest
rates have arisen to spook the markets and public policymakers.

Markets now face a world of positive “real” interest rates — rates that exceed inflation — and
there’s new talk about the “term premium,” which is the extra interest that longer-term investors
now demand for the risks they take of higher future rates, along with growing federal deficits and
possible higher inflation. Gone are all the pro-deficit incantations of a few years ago about the
supposedly supernatural powers of Modern Monetary Theory to keep interest rates low forever
while political vampires gorge on government debt.

Continue reading.

governing.com

OPINION | Oct. 31, 2023 * Girard Miller

Behind the Battle on Public University Funding.

What is behind the decline in funding to public universities? Director Steve Mims joins Lunch Break
with Tanya Rivero to discuss his new documentary, ‘Starving the Beast’ addressing the ongoing
debate surrounding funding and the divide that has led us to this place.

Watch video.
The Wall Street Journal

By Ydejesus
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Muni Market’s Five-Year Streak of November Gains Is on the Line.

- Seasonal slowdown in municipal bond sales provides tailwind
- Economic downturn, geopolitical risks bode well for bonds

This month might be a good time for investors to stuff their portfolios with municipal bonds.

It’s not just that tax-equivalent yields on munis are hovering around 10% for wealthy residents in
high tax states like New York and New Jersey. It’s the track record. Since 2018, state and local-
government debt has gained in November, according to the Bloomberg Municipal Bond Index. And
over the last 10 years the month has posted positive returns seven times.

Seasonal supply and demand dynamics help to explain why. Municipal issuance tends to be slower in
November and investors typically have more cash on hand from coupon payments than available
debt to purchase. Citigroup Inc. estimates that the cash investors receive from bond payments will
exceed the volume of state and local-government bond sales by $3 billion in November.

Continue reading.

Bloomberg Markets
By Martin Z Braun
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Muni Bonds Extend Rally, Driving Yields to Biggest Weekly Drop Since 2022.

Municipal bonds extended a rally on Friday with yields falling more than 11 basis points across the
curve after softer than expected payroll data fueled bets that the Federal Reserve is done raising
interest rates.

Yields on benchmark 10-year debt fell 12 basis points to 3.35% on Friday afternoon, capping a 28
basis points slide this week, according to data compiled by Bloomberg. That’s the largest weekly
decline since May 2022.

US job growth slowed more than expected and the unemployment rate rose to an almost two-year
high in October, easing investors concern about future rate hikes. Fixed income assets rallied on the
news with yields on 10-year Treasuries falling 10 basis points to 4.6%.

Continue reading.

Bloomberg Markets
By Nic Querolo and Martin Z Braun

November 3, 2023


https://bondcasebriefs.com/2023/11/08/finance-and-accounting/muni-markets-five-year-streak-of-november-gains-is-on-the-line/
https://www.bloomberg.com/news/articles/2023-11-01/november-is-usually-a-good-time-to-buy-municipal-bonds?sref=hLJ6xKzm
https://bondcasebriefs.com/2023/11/08/finance-and-accounting/muni-bonds-extend-rally-driving-yields-to-biggest-weekly-drop-since-2022/
https://www.bloomberg.com/news/articles/2023-11-03/muni-rally-drive-yields-down-to-biggest-weekly-drop-since-2022?sref=hLJ6xKzm

Opportunities in High Quality Bonds.

The UBS Chief Investment Office continues to favor positioning in high-quality municipal sectors,
including bonds issued by states. They explain why in this edition of the Municipal Market Guide.

Outlook

In the near-term, we anticipate market technicals to remain relatively weak before strengthening in
the December-January time frame, consistent with historical precedent. However, before that
happens, we expect the pace of tax loss harvesting activity to accelerate into year-end, adding
volatility to an already disorderly market.

For selective buyers willing to withstand the year-end volatility, the current environment still
provides a good opportunity to lock-in attractive yields on tax-exempt municipal bonds. The yields
now on offer from high-quality issuers have not been seen in 16 years. Which begs the question: buy
now or wait it out until the new year? We are inclined to seek opportunities to buy highly rated
bonds now and become more aggressive into the early part of December before new issue supply
wanes. As a point of reference, taxable equivalent yields (TEYs) on short-dated high-quality munis
now range from about 6.5% to 8%. Meantime, the value on longer-dated munis is more compelling.
TEYs can exceed 10% for taxpayers residing in states that impose lofty personal income taxes, as an
example.

We expect the pace of US economic growth to slow to below trend over the next 12 months. An
environment in which economic growth slows, inflation declines, and the Fed loosens monetary
policy bodes well for high quality munis. The timing is difficult to predict but we are obliged to
remind our readers that municipals encounter higher friction costs than other asset classes and are
not as easily traded in smaller block sizes. For private clients, tax exempt municipals are best viewed
as a vehicle for income-oriented investors seeking shelter from higher taxation. To that extent, a
short-term unrealized loss may be a small “price” to pay to lock-in a portfolio of high-quality bonds
for the longer term.

Portfolio themes
Lock-in high taxable equivalent yields amid volatility

We view the recent increase in muni yields as an opportunity for income-oriented investors to seek
attractive values on longer dated munis. As a point of reference, tax-equivalent yields (TEYs) on AA
rated high quality municipal bonds at the 20-year maturity point now sit at levels (~7.8%) that are

higher than the average (5.1%) over the past 15 years.

Buy high quality bonds

At current spreads, we continue to favor positioning in high-quality muni sectors rather than lower
rated high yield credits. As a point of reference, the yield gap between high yield munis and
investment grade munis sits at 194bps. By comparison, this spread rests below its longer-term
average (235bps), suggesting that higher quality bonds offer the better value.

Target tax loss harvesting to save taxes

Following the increase in muni yields over the past few years, many individual bonds are now
posting unrealized losses. By realizing a capital loss — harvesting a loss — to offset taxable gains,
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reported investment gains and tax liabilities decrease. Therefore, US tax regulations may have the
effect of granting losses of noteworthy value to an investor, because these losses can be used to
defer taxes.

While “wash sale” rules exist, municipal bond investors should consider tax-loss strategies along
with other portfolio improvement strategies, such as duration adjustments; sector and geographical
diversification; or consolidating positions. Investors may be able to lower their tax liability while
shifting from underperforming securities to those securities better positioned for current market
conditions.

For more on why CIO still favors high-quality bonds, read the full Municipal Market Guide report,
published on 26 October 2023.

by UBS Editorial Team

31 Oct 2023

ETF Investors Plowed Into Ultrashort Bonds as Global Markets Slumped.
October ETF flows reflect investor uncertainty.
Key Takeaways

- The Morningstar Global Markets Index entered correction ter