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Presentation Overview

ü Discussion of municipal bond market rates, trends and 

expectations

ü Difficulties Presented by current market conditions

ü Debt Management

ü Debt Issuance

Part 1

Part 2

Part 4

Part 3
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Municipal bond market rates, 

trends and expectations

Part 1
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Debt Market Outlook
Market Data Dates

• FOMC Meetings: Jun 18, Jul 30, Sep 17, Oct 29

• CPI Inflation Data: Jun 11, Jul 15, Aug 12, Sep 11

• Unemployment Data: First Friday of Each Month
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Debt Market Outlook
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Debt Market Outlook
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Federal Reserve Objectives 
• The Federal Reserve works to promote a strong 

U.S. economy through a “dual mandate”

• Maximum employment

• The highest level of employment or lowest 

level of unemployment that the economy 

can sustain while maintaining a stable 

inflation rate

• Price stability

• Prices are considered stable when 

consumers and businesses do not have to 

worry about costs significantly rising or 

falling when making plans, or when 

borrowing or lending for long periods.

• Federal Open Market Committee judges 

that an inflation rate of 2 percent over the 

longer run, as measured by the annual 

change in the price index for personal 

consumption expenditures, is most 

consistent with the Fed's price mandate. 
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What is the Federal Reserve

• 7 Board Governors

• Nominated by the President and Senate Confirmed

• 14 year terms, new nominee every 2 years

• 12 Region Bank Presidents

• Nominated and Confirmed by Regional Bank Board

• Five Year Terms (Feb 2026)
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12 Reserve Bank Regions

Voting Member Banks
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Who is on the Federal Reserve



Capital Markets Update and Financing Overview 2025

Although swings in net exports have affected the data, recent indicators suggest that economic activity has 

continued to expand at a solid pace. The unemployment rate has stabilized at a low level in recent months, and 

labor market conditions remain solid. Inflation remains somewhat elevated.

The Committee seeks to achieve maximum employment and inflation at the rate of 2 percent over the longer run. 

Uncertainty about the economic outlook has increased further. The Committee is attentive to the risks to both sides 

of its dual mandate and judges that the risks of higher unemployment and higher inflation have risen.

In support of its goals, the Committee decided to maintain the target range for the federal funds rate at 4-1/4 to 4-

1/2 percent. In considering the extent and timing of additional adjustments to the target range for the federal funds 

rate, the Committee will carefully assess incoming data, the evolving outlook, and the balance of risks. The 

Committee will continue reducing its holdings of Treasury securities and agency debt and agency mortgage-backed 

securities. The Committee is strongly committed to supporting maximum employment and returning inflation to its 

2 percent objective.

In assessing the appropriate stance of monetary policy, the Committee will continue to monitor the implications of 

incoming information for the economic outlook. The Committee would be prepared to adjust the stance of 

monetary policy as appropriate if risks emerge that could impede the attainment of the Committee's goals. The 

Committee's assessments will take into account a wide range of information, including readings on labor market 

conditions, inflation pressures and inflation expectations, and financial and international developments.

Voting for the monetary policy action were Jerome H. Powell, Chair; John C. Williams, Vice Chair; Michael S. Barr; 

Michelle W. Bowman; Susan M. Collins; Lisa D. Cook; Austan D. Goolsbee; Philip N. Jefferson; Neel Kashkari; Adriana 

D. Kugler; Alberto G. Musalem; and Christopher J. Waller. Neel Kashkari voted as an alternate member at this 

meeting.

10

May 7 Press Release
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Federal Reserve Goals
Unemployment Rate

Job Openings

• JOLTs: Job Openings and Labor Turnover

• Down 900,000 in past 12 months

• Unemployment lower than 2007 lows

• April 2008: 5.0% 

• April 2009: 9.0%

• Oct 2010: 10.0%

• April 2023: 3.4%
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Federal Reserve Goals

CPI - Inflation
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Federal Reserve Goals
CPI - Inflation

• November 2012: 1.8%

• January 2017:  2.5%

• January 2021: 1.4%

• June 2022:  9.1%

• June 2023:  3.0%

• July 2008:   5.6%

• July 2009:         -2.1%

• December 2009:  2.7%
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Debt Market Outlook – 2007 to 2025
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Debt Market Outlook – 1981 to 2025
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Debt Market Outlook – 1963 to 1993
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Federal Reserve Goals
Stagflation

• Increasing Inflation

• Increase Rates to Cool Inflation

• Increasing Unemployment

• Decrease Rates to Boost Economy and Employment
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Over more than a decade, US federal debt has risen sharply due to continuous fiscal deficits. 

During that time, federal spending has increased while tax cuts have reduced government 

revenues. As deficits and debt have grown, and interest rates have risen, interest payments on 

government debt have increased markedly.

Without adjustments to taxation and spending, we expect budget flexibility to remain limited, 

with mandatory spending, including interest expense, projected to rise to around 78% of total 

spending by 2035 from about 73% in 2024. If the 2017 Tax Cuts and Jobs Act is extended, 

which is our base case, it will add around $4 trillion to the federal fiscal primary (excluding 

interest payments) deficit over the next decade.

As a result, we expect federal deficits to widen, reaching nearly 9% of GDP by 2035, up from 

6.4% in 2024, driven mainly by increased interest payments on debt,  rising entitlement 

spending, and relatively low revenue generation. We anticipate that the federal debt burden 

will rise to about 134% of GDP by 2035, compared to 98% in 2024.

Despite high demand for US Treasury assets, higher Treasury yields since 2021 have 

contributed to a decline in debt affordability. Federal interest payments are likely to absorb 

around 30% of revenue by 2035, up from about 18% in 2024 and 9% in 2021.  The US general 

government interest burden, which takes into account federal, state and local debt, absorbed 

12% of revenue in 2024, compared to 1.6% for Aaa-rated sovereigns.  

While we recognize the US' significant economic and financial strengths, we believe these no 

longer fully counterbalance the decline in fiscal metrics. 18

Moody’s Downgrades United States 

ratings to Aa1 from Aaa
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Moody’s Downgrades United States 

ratings to Aa1 from Aaa
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United States Debt to GDP
• Tax Bill: $3T - $5T over next 10 years

• Federal Interest Payments exceed $1T in 2026

• 1/3 of debt turns over annually

• GDP

• Consumption

• Govt Spending

• Investment

• Net Exports
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Tax Exempt Value
Tax Exempt Taxable Difference

TIC 4.52% 6.43% 1.91%

Average Debt Service $609,000 $752,000 $143,000

Total Interest $8,266,238 $12,548,369 $4,282,131

Maturity 30 Years 30 Years Difference

12/1/23 $608,833 $753,917 $145,083

12/1/24 $607,080 $751,171 $144,091

12/1/25 $609,498 $753,209 $143,711

12/1/26 $606,470 $749,609 $143,139

12/1/27 $608,219 $750,691 $142,472

12/1/28 $609,522 $751,136 $141,614

12/1/29 $610,379 $750,944 $140,565

12/1/30 $610,790 $750,115 $139,325

12/1/31 $610,755 $753,649 $142,894

12/1/32 $610,274 $751,228 $140,954

12/1/33 $609,347 $753,169 $143,822

12/1/34 $607,974 $754,155 $146,181

12/1/35 $606,155 $749,186 $143,031

12/1/36 $608,890 $753,579 $144,689

12/1/37 $610,956 $751,699 $140,743

12/1/38 $607,353 $753,863 $146,510

12/1/39 $608,304 $749,753 $141,449

12/1/40 $608,586 $749,687 $141,101

12/1/41 $608,199 $753,348 $145,149

12/1/42 $607,143 $750,416 $143,273

12/1/43 $610,418 $751,210 $140,792

12/1/44 $607,801 $750,411 $142,610

12/1/45 $609,515 $753,020 $143,505

12/1/46 $610,337 $753,718 $143,381

12/1/47 $610,267 $752,505 $142,238

12/1/48 $609,305 $749,381 $140,076

12/1/49 $607,451 $749,346 $141,895

12/1/50 $609,705 $752,082 $142,377

12/1/51 $610,844 $752,269 $141,425

12/1/52 $605,868 $749,909 $144,041

Total $18,266,238 $22,548,369 $4,282,131

$10,000,000 Bond Example

Tax Exempt vs Taxable

Top 10 Federal Tax Expenditures

1. Retirement plans and IRAs – defined 

benefit and defined contribution (385)

2. Health – ESI insurance exclusion (309)

3. Capital Gains (300)

4. Child Tax Credit (122)

5. Earned Income Credit (74)

6. Home – mortgage interest deduction 

(63)
7. Business Income (58)

8. Active Foreign income (52)

9. Charitable Donations (45)

10. Tax-exempt Municipal Bonds (30)

Harvard bonds cheapen amid political battle

• Tax-exempt Harvard bonds were trading 

at MMD -11bps in January and have 
widened to MMD +24bps by late April
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Difficulties Presented by current 

market conditions

Part 2
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• Refundings are currently unlikely due to higher rates

• Volatility makes planning quite challenging

• Most recently impacted severely by tariff policy 

gyrations

• Structuring - Likely need to capitalize interest

Volatility requires that good communication among financing 

team members is paramount throughout process to ensure a 

successful outcome 

Debt Issuance:

Difficulties Presented by Current Market Conditions
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Refundings
o Lack of ability to do advance refundings

o Congress eliminated the ability to do advance refundings in 

2018

o As a result, only current refundings can be done for tax-exempt 

debt, or the refunding bonds have to be issued as taxable with 

higher rates

o High rates make refundings at sufficient savings levels unlikely

o Industry standards recommend refundings be done only when 

present value saving total 3% of par or better

o Original issues done with shorter calls are more likely to be 

beneficial

o Higher investment rates do help escrow earn more, but escrows 

cannot be longer than 90 days, so not much time for earnings to 

accumulate
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Volatility Makes Planning Difficult

o For voted issues:

o Ballot millage calculations may require extra 

conservatism,

o Maintaining ballot millage over life of bonds requires 

careful consideration of AV growth

o Debt service calculations likely to change from 

beginning of planning process to actual pricing of 

bonds
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Note Market

The charges represent a first of its kind for the Commission in 

addressing limited offering exemptions, or underwriters who fail to 
meet the legal requirements that would exempt them from obtaining 
disclosures for investors in certain municipal securities offerings.

SEC Rule 15c2-12 includes an exemption for underwriters engaged in 
limited offerings, where they do not have to provide continuing 
disclosures for the sale of securities that remain in denominations of at 
least $100,000 and sold to no more than 35 persons who are capable 

of evaluating the merits and risks of the prospective investment.
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SEC Regulation Overview – Note Market

What this new SEC focus means for the short-term market

• Option 1: Public Sale of 9-month BAN

• No Official Statement/Disclosure documentation

• Option 2: Public Sale of 12-month BAN

• Official Statement/Disclosure documentation

 or

• Underwriting firm receives sign off from investors

• Option 3: Sell Direct Placement

• No Official Statement/Disclosure documentation
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Debt Management

Part 3
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Debt Management Policies

• Revenues committed to fund capital projects

• Enhance year-to-year financial stability

• Annual preparation of Capital Improvements Plan (CIP)

• Credit rating monitoring and maintenance

• Bond and Note Retirement

• Arbitrage compliance

• Bank Qualified Status

• Investment of bond proceeds

• Bond retirement fund

• Debt service reserve funds

• Refunding criteria

• Reserve millage

• Debt limitations compliance

A good set of debt management policies should address these topics at a minimum:
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Debt Issuance

Part 4
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Debt Issuance Policies

• Reliance on current revenues to finance operations

• Reliance on current revenues vs. debt to finance capital improvements

• Promote economic development

• Use of outside funding sources for capital projects

• Parameters for annual note issues

• Selection of outside service providers for debt issues

• Bond structuring considerations

• Use of variable rate debt

• Debt not to exceed useful life of assets

• Credit enhancement considerations

• Use of derivative products

• Method of sale

Policies should provide guidance regarding the issuance process, which 

may differ for each type of debt.  A good set of debt issuance policies 

should address these topics at a minimum:
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Investors

Debt Issue Flow of Funds

Issuer

Underwriters
Bonds

Bond Proceeds $

• In order for the school district to acquire the funds to pay for project costs, a 

bond underwriter is utilized to solicit investors to purchase the district’s bonds 

and return the sale proceeds to the district.

• An underwriter has a duty to sell municipal securities to investors at prices 

that are fair and reasonable. 

• The bond underwriter does not have a federal fiduciary duty to the district, 

therefore, is not required to act in the issuer’s best interests. 
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Activities and Time Frame

• Issuer Staff

• Municipal 
Advisor

• Bond 
Counsel

Pre-election

Pre-election 

Planning & 

Ballot Millage 

Calculation

• Issuer Staff

• Municipal 
Advisor

• Issuer Staff

• Municipal 
Advisor

• Underwriter

• Issuer Staff

• Underwriter

• Issuer Staff

• Municipal 
Advisor

• Bond 
Counsel

Post-election

Week 10Week 8Weeks 6-7Weeks 1 thru 5
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Structuring Variables

Premium 
Bonds

Serial 
Bonds

Capital 
Appreciati

on

Final 
Maturity

Term
Bonds Discount 

Bonds

Costs of 
Issuance

Investor 
Preferenc

es

Call 
Features

Optimal 

Structure

• Operational Philosophy

• Future Capital Plans

• Cost Effectiveness

Municipal Advisor works 

to balance the needs & 

preferences of investors 

& underwriters while 

protecting the best 
interest of the issuers.

Municipal 

Advisor

• Profit Motive

• Marketability

• Business Strategy

Underwriters

Investor

s

Issuer
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Structuring Variables – Without an MA

Investors are 

represented by 

underwriters/bankers 

– can skew the 

structure to favor 
investors

Premium 
Bonds

Serial 
Bonds

Capital 
Appreciation

Final 
Maturity

Term
Bonds

Discount 
Bonds

Costs of 
Issuance

Investor 
Preferences

Call 
Features

Optimal 

Structure
• Operational Philosophy

• Future Capital Plans

• Cost Effectiveness

• Profit Motive
• Marketability
• Business Strategy• Profit Motive

• Marketability

• Business Strategy

Underwriters

Investor

s

Issuer

• Operational Philosophy

• Future Capital Plans

• Cost Effectiveness
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Bond Trades – What’s in it for the underwriter?

• The recent Bedford Schools issue had a number of bonds trade within 

days of the original pricing (primary offering)

• When bonds trade in the secondary market dealers ”mark-up” the 

bonds from the price at which they underwrote the bonds.

• The 2055 maturity of the Bedford bonds were originally underwritten 

at a reoffering yield of 5.10%, then traded in the secondary at 5.09%.  

For that $1,500,000 trade, the 0.01% market-up netted the underwriter 

$885.

• For the entire $158 million Bedford issue there were plenty of 

opportunities for secondary trades netting this sort of trading profits.



Capital Markets Update and Financing Overview 2025

37

Methods of Sale

Direct Placement

Sell directly to 

one investor

Pros: 

Quickly issue debt; Lower cost of 

issuance

Cons:

Potentially higher interest rates;   

 Maturity length 

restrictions

Pros: 

Competition lowers 

interest rate

Cons:

Prefers simplified 

structure

Negotiated Public Sale

Work directly with an 

investment bank to sell 

bonds to investors

Pros: 

More flexible 

structuring, if needed

Cons:

Interest rates determined 

solely by bond underwriter

$

Competitive Public Sale

Auction a pre-defined bond 

to the lowest bidder in the 

market
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Direct Placement

• Simple Term Sheet used to describe issue for banks to 

understand the issue and craft their bids

• Often utilized for lower par value projects

• Interest rates can be higher than public sales since a single 

investor (a bank) is undertaking all the credit risk

• Cost of issuance as generally lower than full public sales

• Generally limited to10 to 15 years final maturity, although 

up to 20 years offered by some banks

• No official statement or rating required

• Can allow for a shorter issuance timeline

• Works well for one-year notes that do not have a disclosure 

statement (POS)
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Direct Placement – 2024 Austintown LSD

• The difference of borrowing cost from the Winning Bid to the Chase Bank 5 Year Call bid of 4.497% 

would have added $3,577 of borrowing cost which represents a 1.0% increase in borrow expense.

• The difference of borrowing cost from the Winning Bid to the Chase Bank 3 Year Call bid of 4.847% 

would have added $32,436 of borrowing cost which represents a 9.3% increase in borrow expense.

• The difference of borrowing cost from the Winning Bid to the Huntington Immediately Callable bid 

of 4.984% would have added $44,872 of borrowing cost which represents a 12.8% increase in 

borrow expense.
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Direct Placement – 2025 Avon Lake Bonds
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Direct Placement – 2025 City of Elyria Bonds
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Direct Placement – City of Highland Heights Notes

 
• The added cost from the Ʊrst to second bid would cost an additional $8,069 

o This represents a 6.83% increase of total borrowing cost 

• The added cost from the Ʊrst to last bid would cost an additional $23,327 
o This represents a 19.74% increase of total borrowing cost 
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Negotiated Bond Sale - Roles and Responsibilities

Issuer Investors

Bond Counsel

Municipal 

Advisor Fiduciary

Legal

Buy &
 S

ell

Debt 
(bonds, notes, 

loans, etc.)

Proceeds

Investment Bankers/ 

Underwriters

• Investment Bankers/Underwriters have a primary obligation to serve investors.

• Profit motive presents potential for conflicts of interest for underwriters negotiating with both buyers 
(investors) and sellers (issuer) of debt.

• Municipal advisors’ fiduciary duty require it to protect interest of the issuer during AND AFTER municipal 
security transaction.

Potential

Conflict
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44

Increased issuer workload & costs of 
issuance.1

Can be helpful with infrequent issuers, 
complex or low-or-unrated financings. 1

Can be successful with longer 
maturities (> 15 years). 2

Interest rates set through underwriter 
negotiations with investors (lacks 

transparency)
2

Pros Cons

May be structured to favor preferences of 
underwriter and investors rather than 

issuer.
3

Issuer

Municipal Advisory Oversight

Banks

Individual 

Investors
Underwriter

Potential 

conflict 

of 

interest Insurance 

Companies

Corporate 

Investors

Corporate 

Investors

Negotiated Bond Sale – Pros & Cons
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Negotiated Note Sale – Beford City Schools
• $95,000,000 6 month note

• Delayed audits prohibited getting the issue rated

• Financing team opted to the OMAP* program to tap into the State of Ohio’s credit coverage

• Largest deal ever backed by OMAP

* OMAP – Ohio Market Access Program 
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Negotiated Bond Sale – EHOVE Career Center

• $60,000,000 initial offering of a $200,000,000 voter approved capital improvements plan

• Issuer had not sold debt in the public markets since 1994 prior to related $12,000,000 note 

issue in December 2024 - lack of market history supported the decision to negotiate the 

financings.
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Negotiated Bond Sale – EHOVE Career Center

• At the end of the order period, the Underwriter underwrote the 2025 

unsold maturity maintaining the previously offered yield.

• Post-pricing yield adjustments included of the 2031 maturity by 1bps, 

the 2036 – 2038 maturities by 2bps, the 2039 – 2042 maturities by 

3bps, the 2044 and 2045 maturities by 5bps, and the 2050 and 2055 

maturities by 7bps. 

• The transaction achieved a True Interest Cost (TIC) of 5.17%.
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Negotiated Bond Sale – Bedford City Schools

• $158,000,000 initial offering of a $161,130,000 voter approved capital improvements plan

• School District was having difficulty finalizing recent audits which made getting a credit 

rating impossible.  As such, bond insurance was pursued and acquired at a very attractive 

premium.

• Lack of underlying credit rating supported the decision to negotiate the financings.
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Negotiated COPs Sale – Margaretta Local Schools

• Nexus pipeline revenues were to support debt service for a new k-12 

building

• In 2018 cost was estimated at $51 million

• Nexus challenged their assessment which caused delays

• Once a settlement was reached with the State, county auditors 

challenged it

• More delays... all while construction costs and interest rates were on 

the rise

• Once all challenges were settled project cost increased to $75 million

• District engineered the cost down to $61 and prepared the COPs 

issue

• Once ready to price Trump’s tariffs were impacting the market 

delaying pricing

• Finally priced on April 16, 2025, approximately 8 years after plans 

began.

• New revenue stream from Pipeline as well as all other complications 

warranted a negotiated sale
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Competitive Sale
GFOA recommended sales method when:

• High rating - A or better (– although bond 

insurance can offset a low rating)

• Issuer is known in marketplace

• Nothing unusual about structure

• Market conditions are relatively stable

• Receives best deal entire market can provide

• Due to competition generally results in lower 

interest rates

18
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Pros

Competitive Public Sale
 

Issuer Municipal 

Advisor

B
id

 p
a

ck
a

g
e Banks

Corporate 

Investors

Individual 

Investors

UNDERWRITER 1

UNDERWRITER 2

UNDERWRITER 3

UNDERWRITER 4

Cons

Not applicable in all situations 1 Subject to changes in the market 2

Extremely transparent 1
Can be successful with longer 

maturities (> 15 years)2

Interest rates established by market 
forces 3 Recommended by GFOA*4

An example of a competitive sales results screen can be found in the appendix 

Insurance 

Companies

51
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Competitive Note Sale

 

• First bid to cove bid would have cost an additional $2,170 of borrowing costs. This 

represents a 1.5% increase in interest expense. 

• First bid to last bid would have cost an additional $15,770 of borrowing costs. This 

represents a 10.7% increase in interest expense.  
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Competitive Taxable Bond Sale

City of Huron, Ohio

Final Bid Results

Taxable Electric System Improvement Bonds, Series 2025

General Obligation (Limited Tax)

Pricing Date: April 17, 2025

Dated: April 30, 2025

Final Maturity: December 1, 2045

Par: 2,450,000.00$ 

Bank Qualified: No

Rating: Aa2

Bidder TIC

Bernardi Securities, Inc. 5.555% Winner

Robert W. Baird & Co., Inc. 5.558%

Fifth Third Securities, Inc. 5.851%
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Competitive vs. Negotiated Sale Result Example

Negotiated Sale

Township vs. Local School District

Competitive Sale

Pricing Date: April 12, 2023 Pricing Date: April 13, 2023

Dated: April 26, 2023 Dated: May 4, 2023

Par: $20,500,000 Par: $50,000,000

Final Maturity: December 1, 2045 Final Maturity: December 1, 2052

Fist Call Date: June 1, 2028 Fist Call Date: June 1, 2028

Bank Qualified: No Bank Qualified: No

Rating: Aa3 Rating: Aa2

TIC: 3.785% TIC: 4.152%

Bidder TIC Comparison TIC

UBS Financial Services, Inc. 3.785% Winner TIC For Township Using Schools Interest Rates 4.102%

Robert W. Baird & Co., Inc. 3.814% TIC Difference (Apples to Apples) 0.317%

Key Capital Markets 3.952% Present Value Interest Cost Difference $735,070

Township Bonds Local School District Bonds

• Sales occurred one day apart

• No change in market benchmark interest rates overnight

• Township rated Aa3; School District rated Aa2

• Overall rate for Township deal 3.785%

• Overall rate for Township deal using School District rates 4.152%

• Total net interest cost differential of $1,219,275 over the life of the bonds 

• In present value terms, the School District’s interest rates would have cost the Township 

$735,070, even though the School District had a higher credit rating than the Township
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Summary

• Volatile interest rate markets are causing a variety of 

difficulties for debt issue planning.  Be sure to understand 

most up-to-date conditions and best parameters for issuing 

your particular debt issue.

• Establishing good debt management and issuance policies will 

help ensure the success of your next debt issue.

• When the time comes to issue debt, be sure to consider 

which method of sale is most appropriate before you 

assemble a financing team. 


