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As of April 23, 2020

Over the past few weeks the Federal government and the Federal Reserve have

announced key programs that have helped to stabilize the credit markets.

Below we outline these ones we believe are critical for municipal bond market:

https://www.federalreserve.gov/monetarypolicy/muni.htm; https://www.federalreserve.gov/monetarypolicy/mmlf.htm
https://www.spglobal.com/ratings/en/research/articles/200420-what-the-cares-act-means-for-credit-in-u-s-public-finance-11440673
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PROGRAM EFFECTIVE DETAILS IMPACT TO  MUNICIPAL CREDIT

Money 

Market 

Mutual Fund 

Liquidity 

Facility 

($10bln 

facility)

March 23rd Announced March 18th. The Federal Reserve Bank of 

Boston will make loans available to eligible financial 

institutions secured by high-quality assets purchased 

by the financial institution from money market mutual 

funds.

Eligible municipal instruments include:

▪ Short term municipal debt not exceeding 12 

months rated in the top short-term rating category 

or if not rated, then security must be in the top two 

long term rating categories.  

▪ If VRDNs, them need demand feature and rated in 

top short term or top two long term rating 

categories. 

Increased confidence in short term 

lending markets to reduce funds 

outflows.

CARES Act March 27th Announced March 25th, the wide encompassing act will 

provide: 

▪ $150 billion Coronavirus Relief Fund to states tribal 

governments and territories based on population

▪ $100 billion for health care

▪ $25 billion for transit agencies

▪ $10 billion for airports

▪ $14 billion higher education

▪ $13 billion elementary, secondary and charter 

schools

▪ $3 billion to Governor’s for education 

The $150 billion fund was based on 

population, with no state getting 

less than $1.25 billion.  It was not 

based on number of COVID cases. 

That means that smaller states get a 

greater percentage of the fund than 

larger states. 

Aid to hospitals, transportation and 

education has helped credit, but it is 

expected that more will be needed. 

This aid does generally not replace 

lost tax revenues.  

Municipal 

Liquidity 

Facility

TBD Announced April 9th. Authorized under the CARES Act, 

the Municipal Liquidity Facility will allow the Federal 

Reserve to buy up to $500 billion in short term (24 

month) TANs, RANs, TRANS, BANs and other short-

term notes, for the purpose of managing cash flow, 

subject to review by the Federal Reserve. 

▪ The limit per issuer is 20% of the general revenue 

from own sources and utility revenue of the 

applicable State, City or County government for 

fiscal year 2017.

▪ The total own source revenue for states and local 

issuers was $2.4 trillion in FY 2017. All 50 states, 10 

cities with a population over 1 million, and 14 

counties with a population over 2 million can issue 

on their own.  

Assists with cash flow issues, as the 

change in the Federal income tax 

due date from April 15 to July 15 has 

impacted issuers, in addition to the 

economic slowdown. 

How other local issuers will be 

assisted, among other details will be 

discussed in an FAQ to be released 

by the Fed. 
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Key implications across the municipal credit market

The market reactions to these measures have been varied. Higher rated credit spreads and liquidity have stabilized,

while lower-rated credits, especially BBBs, continue to be challenged. While we have seen an increase of new

issuance, the potential for additional issuance depends on a more stable demand environment. However, these

programs do not replace lost revenues during this crisis period. Hospitals have already asked Congress for more

dollars, as have the governors. How the Federal government responds will be important in continuing to stabilize the

market and provide confidence to investors.

Source: Bloomberg, as of 4/17/20 Source: Fiera Capital, as of 4/22/20
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Municipal Issuance ($ Billion)

There remain outstanding questions related to the municipal liquidity facility that have been asked by market

participants including:

How will smaller issuers will be helped?

What is the rating criteria?

What is the security for the notes and what is the continuing disclosure responsibility?

How will the Fed apply their criteria?

What happens if the issuer can’t repay the notes in 24 months?

These and other questions are expected to be addressed in an FAQ by the Fed.

As of the date of this piece, the Senate has passed a bill authorizing approximately $100 billion for emergency hospital

funding and testing, with the final numbers to be determined when the House passes the bill. No additional direct

funding for states and local governments is included in this bill. We will continue to update you as we receive

additional information.
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Past performance is not a guarantee of future results. Inherent in any investment is the potential for loss.

All information is as of the date of this document unless otherwise noted. This document is not intended as investment advice or a

recommendation of any security or investment strategy for a specific recipient. Investments or strategies described herein are provided as

general market commentary, and there may be no account or fund managed by Fiera Capital Inc. for which investments or strategies described

herein are suitable due to the various types of accounts or funds that are managed by Fiera Capital Inc. Nothing herein constitutes an offer to

sell, or a solicitation of an offer to purchase, any securities, nor does it constitute an endorsement with respect to any investment area or

vehicle. This material cannot not to be reproduced or redistributed without the prior written consent of Fiera Capital Inc.

Certain information contained in this document may constitute “forward-looking statements,” which can be identified by the use of forward-

looking terminology such as “may,” “will,” “should,” “expect,” anticipate,” “project,” “estimate,” “intend” “continue,” or “believe” or the

negatives thereof or other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events or results or the

actual performance of any strategy or market sector may differ materially from those reflected or contemplated in such forward-looking

statements.

Statements regarding current conditions, trends or expectations in connection with the financial markets or the global economy are based on

subjective viewpoints and may be incorrect.

The information provided is proprietary to Fiera Capital Inc. and it reflects Fiera Capital Inc.'s views as of the date of this document. Such views

are subject to change at any point without notice. Some of the information provided herein is from third party sources and/or compiled

internally based on internal and/or external sources and are believed to be reliable at the time of production but such information is not

guaranteed for accuracy or completeness and was not independently verified. Fiera Capital Inc. is not responsible for any errors arising in

connection with the preparation of the data provided herein. No representation, warranty, or undertaking, express or implied, is given as to the

accuracy or completeness of such information by Fiera Capital Inc. or any other person; no reliance may be placed for any purpose on such

information; and no liability is accepted by any person for the accuracy and completeness of any such information.

Any charts, graphs, and descriptions of investment and market history and performance contained herein are not a representation that such

history or performance will continue in the future or that any investment scenario or performance will even be similar to such chart, graph or

description. Any charts and graphs contained herein are provided as illustrations only and are not intended to be used to assist the recipient in

determining which securities to buy or sell, or when to buy or sell securities. Any investment described herein is an example only and is not a

representation that the same or even similar investment scenario will arise in the future, or that investments made will be as profitable as such

examples or will not result in a loss to any such investment vehicles. All returns are purely historical and are no indication of future

performance.

Important Disclosures
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