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Atlantic  City: Recent Appointments & Downgrades
•	 Atlantic City, NJ faces considerable challenges.  The city has experienced a significant amount of 

credit deterioration in recent years and its tax and revenue base was overly concentrated even 
under the best of circumstances. 

•	 The New Jersey Governor recently appointed emergency managers for Atlantic City to prepare 
and recommend financial options, which may include debt restructuring. 

•	 NJ’s prior policy had been to prevent local government defaults or Chapter 9 bankruptcy filings.  
This policy is coming into question with the recent appointments.

•	 Default and/or a Chp 9 filing are not inevitable, but one or the other or combination is possible.

•	 The Casino Reinvestment Development Authority (state entity) Luxury Tax Revenue bond issue 
(Janney senior managed- Oct 2014) is secured by a tax levied on hotel rooms, amusement tick-
ets & liquor by the drink in Atlantic City and is still rated Baa2/BBB+/BBB+, as of Jan. 28, 2015.

Significant events have occurred in the recent week relating to the future of Atlantic City, NJ.  Gov-
ernor Chris Christie appointed a manager and advisor, on Jan. 22nd, to recommend a recovery plan 
within 60 days that considers “any and all lawful means”.  Kevyn Orr is the advisor - he recently led 
Detroit through Chapter 9 - Kevin Lavin, a corporate restructuring attorney, was named manager.  
The day after, Moody’s downgraded AC’s general obligation underlying rating six notches and S&P 
lowered its GO rating four notches on Jan. 27th. 

In its report Moody’s noted the appointments are a “rapid and dramatic” change away from New 
Jersey’s record of aiding financially challenged local governments.  Atlantic City faces significant 
credit challenges due to its very weak wealth levels, significant tax base contraction and concentra-
tion (casinos are 75% of Atlantic City’s tax base), and negatively trending casino gaming revenues.  
A governmental solution is not certain, and we will watch as the political & financial picture evolves 
over the coming weeks & months.
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Atlantic City, NJ Casino Revenues Fell 47% Since 2006

Source: David Schwartz at the UNLV Center for Gaming Research and Janney FIS. (# in billions)
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Emergency Manager Appointments Resulted in Moody’s and S&P Downgrades

Source: Moody’s, S&P, & Janney FIS.

Agency Rating Action ( Current Outlook) Reasons Cited Date
S&P Downgraded to BB from BBB+ (Watch Neg) Appointments, risk of default/Chp 9 1/27/2015

Moody's Downgraded to Caa1 from Ba1 (Negative) Appointments, risk of default/ Chp 9 1/23/2015
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Definition of Outlooks- Positive: Janney FIS believes there are apparent factors which point towards improving issuer or 
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Cautious: Janney FIS believes there are factors which introduce the potential for declines in issuer or sector credit quality that may 
result in potential credit ratings downgrades. Negative: Janney FIS believes there are factors which point towards weakening in 
issuer credit quality that will likely result in credit ratings downgrades.
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the target asset class or sector to underperform the comparable benchmark (below) in its asset class in terms of total return

Benchmarks- Asset Classes: Janney FIS ratings for domestic fixed income asset classes including Treasuries, Agencies, 
Mortgages, Investment Grade Credit, High Yield Credit, and Municipals employ the “Barclay’s U.S. Aggregate Bond Market Index” 
as a benchmark. Treasuries: Janney FIS ratings employ the “Barclay’s U.S. Treasury Index” as a benchmark. Agencies: Janney FIS 
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FIS ratings employ the “Barclay’s Municipal Bond Index” as a benchmark.
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issuers mentioned in this publication.  Unless otherwise noted, market data is from Bloomberg, Barclays, and Janney Fixed Income 
Strategy & Research (Janney FIS).  This report is the intellectual property of Janney Montgomery Scott LLC (Janney) and may not 
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guaranteed by Janney as to accuracy or completeness.  Any issue named or rates mentioned are used for illustrative purposes only, 
and may not represent the specific features or securities available at a given time.  Preliminary Official Statements, Final Official 
Statements, or Prospectuses for any new issues mentioned herein are available upon request.  The value of and income from 
investments may vary because of changes in interest rates, foreign exchange rates, securities prices, market indexes, as well as 
operational or financial conditions of issuers or other factors.  Past performance is not necessarily a guide to future performance. 
Estimates of future performance are based on assumptions that may not be realized.  We have no obligation to tell you when 
opinions or information contained in Janney FIS publications change.  Janney Fixed Income Strategy does not provide individually 
tailored investment advice and this document has been prepared without regard to the circumstances and objectives of those 
who receive it.  The appropriateness of an investment or strategy will depend on an investor’s circumstances and objectives.  For 
investment advice specific to your individual situation, or for additional information on this or other topics, please contact your 
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