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CDFA – BNY Mellon Development Finance Webcast Series:  

Sequestration & the Fiscal Cliff – Could It Really Happen? 

 

 

The Broadcast will begin at 1:00pm (EST). 
 

 
While you’re waiting, check out some upcoming CDFA events… 
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Erin Tehan 
Legislative & Federal Affairs Coordinator 

Council of Development Finance Agencies 

Columbus, OH 

Sequestration & the Fiscal Cliff 

Are you a CDFA Member?  

Members receive exclusive access to thousands of resources 
in the CDFA Online Resource Database.  Join today at 
www.cdfa.net to set-up your unique login.  
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Sequestration & the Fiscal Cliff 

Using your telephone will give you better 

audio quality. 

 

 

Submit your questions to the panelists here. 

Want to watch again? 

You will find a recording of this webcast, as well as all 
previous CDFA webcasts, in the Online Resource Database  
at www.cdfa.net. 
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Andrew Flynn 
Managing Director 

BNY Mellon 

Pittsburgh, PA 

Sequestration & the Fiscal Cliff 

What are you reading these days? 

Your development finance toolbox isn’t complete without a 
set of CDFA reference guides. CDFA Members save 15% or 
more on every purchase. Order today at www.cdfa.net. 



Sequestration and the Fiscal Cliff: an Introduction 
CDFA-BNYM Webcast 

 

Presented by Andrew R. Flynn 
 

20 November 2012 



Introduction 
• What is the Fiscal Cliff? 

The Fiscal Cliff is a new term popularized by Federal Chairman Ben Bernanke referring to 
the effect of a number of laws which (if left unchanged) could result in spending cuts, tax 
increases, and a corresponding reduction in the budget deficit beginning in 2013. These 
laws include tax increases due to the expiration of the Bush tax cuts and spending cuts 
under the Budget Control Act of 2011. 
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Tom Kozlik 
Director 

Janney Montgomery Scott LLC 

Philadelphia, PA 

Sequestration & the Fiscal Cliff 

Need assistance with your development finance programs? 

Consider CDFA’s Research & Advisory Services – offering 
customized and tailored technical assistance for all of your 
development finance needs. Learn more at www.cdfa.net. 
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Relevant Janney Municipal Research 

 Janney research is on our web-site at: http://www.janney.com/institutions--corporations/fixed-income-capital-markets/research--strategy 
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Disclaimer 

 This report is the intellectual property of Janney Montgomery Scott LLC (Janney) and may not be reproduced, distributed, or 

published by any person for any purpose without Janney’s express prior written consent. 

 

 This presentation has been prepared by Janney Fixed Income Strategy (FIS) and is to be used for informational purposes only.  

In no event should it be construed as a solicitation or offer to purchase or sell a security.  The information presented herein is 

taken from sources believed to be reliable, but is not 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 presentations or 

publications change.   
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Lew Feldman 
Partner 

Goodwin Procter LLP 

Los Angeles, CA 

Sequestration & the Fiscal Cliff 

Are you a CDFA Member?  

Members receive exclusive access to thousands of resources 
in the CDFA Online Resource Database.  Join today at 
www.cdfa.net to set-up your unique login.  
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Eileen Fahey 
Regional Credit Officer 

Fitch Ratings 

Chicago, IL 

Sequestration & the Fiscal Cliff 

Sarah Repucci 
Group Credit Officer 

Fitch Ratings 

New York, NY 



US Fiscal Cliff Risks 
Impact on BAB Bonds

Eileen Fahey, Regional Credit Officer Americas

Sarah Repucci, Group Credit Officer USPF

November 20, 2012
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www.fitchratings.com

• Base Case: Unemployment remains high for next 2 years, low growth in GDP

• Ratings pressure on local and regional governments as labor pressures continue with limited budget flexibility

• Ratings impact relative to current ratings levels: Not seen as significant change in ratings

• Size indicates number of issues, which in this sector quite large 

Fitch Base Case
U.S. Economy: Slow Recovery Continues
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www.fitchratings.com

Fed. Tax Increases

Fed. Spending Cuts

Lower Unemployment 
Benefits

Consumer 
Spending 

Falls

U.S. Fiscal Cliff

Low Return Pressures Continue

Demand for Commodities Declines

Equity Prices Fall

State & Locals Expenses Rise, 
Revenues Fall

Low Return Pressures Continue

Asset Quality Deteriorates

Corporate Profitability Shrinks

Consumer Confidence Falls

U.S. Recession

Greater Global Impact 

Ratings Pressure Shifts 
Away from U.S. Sovereign 

to Corporates, 
Public Finance and 
Structure Finance 

Products

Corporate 
Investment 

Shrinks Further
GDP & 

Employment 
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www.fitchratings.com

BABs and Sequestration

• Fitch’s ratings base case calculates debt service coverage without the 

subsidy.  Ratings on the BABs and parity debt reflect net coverage.

• Loss of subsidy is not expected to negatively affect credit for the vast 

majority.

• Subsidy considered an addition to revenue in analysis.

11/20/2012



6

www.fitchratings.com

BABs and Sequestration

• For Fitch rated issues, most BABs and parity debt have cushion to absorb 

the subsidy reduction and will maintain debt service coverage consistent 

with the rating.

• Small number of special tax BABs with already slim debt service coverage 

would see their margins reduced to levels that put negative pressure on the 

rating.

• Fitch expects that issuers will show a tightening in coverage, and then 

modify their budgets to accommodate the subsidy reduction.

11/20/2012
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www.fitchratings.com 11/20/2012

Disclaimer

Fitch Ratings’ credit ratings rely on factual information received from issuers and other sources.

Fitch Ratings cannot ensure that all such information will be accurate and complete. Further, ratings 

are inherently forward-looking, embody assumptions and predictions that by their nature cannot be 

verified as facts, and can be affected by future events or conditions that were not anticipated at the

time a rating was issued or affirmed.  

The information in this presentation is provided “as is” without any representation or warranty.

A Fitch Ratings credit rating is an opinion as to the creditworthiness of a security and does not

address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned.

A Fitch Ratings report is not a substitute for information provided to investors by the issuer and its 

agents in connection with a sale of securities. 

Ratings may be changed or withdrawn at any time for any reason in the sole discretion of

Fitch Ratings. The agency does not provide investment advice of any sort. Ratings are not

a recommendation to buy, sell, or hold any security.  

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE 

LIMITATIONS AND DISCLAIMERS AND THE TERMS OF USE OF SUCH RATINGS AT WWW.FITCHRATINGS.COM. 



New York 
One State Street Plaza 

New York, NY 10004

London 
30 North Colonnade 

Canary Wharf

London E14 5GN
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Sequestration & the Fiscal Cliff 

Audience Questions 

Fundamentals of Development Finance 

Bond Finance 

Tax Increment Finance 

Tax Credit Finance 

Revolving Loan Fund Finance 

Federal Financing Programs 

State & Local Financing Programs 

Energy Finance 

Innovation Finance – Seed, Angel & Venture Capital 

Brownfield Finance 

Transportation Finance 

Access to Capital Finance 

Special District Finance 

Public-Private Partnership Finance 
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Intro Public-Private Partnership  

(P3) Finance WebCourse 

Daily: 12-5 pm (EST) 

December 12-13, 2012 

 

Intro Bond Finance WebCourse 

Daily: 12-5pm (EST) 

January 29-30, 2013 

 

Reshored Manufacturing 

Webinar Series 

4-part series 

February 13, 2013 

 

Register online at www.cdfa.net 

 

Upcoming Events at CDFA 
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CDFA – Stifel Nicolaus Tax Increment Finance Webcast Series 
Thursday, December 6, 2012 @ 1:00pm Eastern 
 
CDFA – BNY Mellon Development Finance Webcast Series 
Tuesday, December 28, 2012 @ 1:00pm Eastern 
 

 

More information on webcasts in 2013 – coming soon 
 

Next Webcast 
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For More Information 

Andrew Flynn 

Managing Director 

412-236-1059 

andrew.flynn@bnymellon.com 

Erin Tehan 

Legislative & Federal Affairs Coordinator 

614-224-1323 

etehan@cdfa.net 

The material contained herein is for informational purposes only.  The content of this is not intended to provide authoritative financial, legal, regulatory or other 
professional advice.  The Bank of New York Mellon Corporation and any of its subsidiaries makes no express or implied warranty regarding such material, and hereby 
expressly disclaims all legal liability and responsibility to persons or entities that use this report based on their reliance of the information in such report.  The 
presentation of this material neither constitutes an offer to sell nor a solicitation of an offer to buy any securities described herein.  

mailto:andrew.flynn@bnymellon.com
mailto:etehan@cdfa.net
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