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Hello! Welcome to the webcast.



WWW.CDFA.NET  / / WWW.BNYMELLON.COM

Legal Disclaimer

CDFA is not herein engaged in rendering legal, accounting, financial or
other advisory services, nor does CDFA intend that the material included
herein be relied upon to the exclusion of outside counsel or a municipal
advisor. This publication, report or presentation is intended to provide
accurate and authoritative general information and does not constitute
advising on any municipal security or municipal financial product. CDFA
is not a registered municipal advisor and does not provide advice,
guidance or recommendations on the issuance of municipal securities or
municipal financial products. Those seeking to conduct complex financial
transactions using the best practices mentioned in this publication,
report or presentation are encouraged to seek the advice of a skilled
legal, financial and/or registered municipal advisor. Questions
concerning this publication, report or presentation should be directed to
info@cdfa.net.
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Join the Conversation

Listen through the telephone for best audio quality.

Submit your questions to the panelists here.
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The Municipal Market in March

Bloomberg BVAL 10-year yield



Municipal Liquidity Facility
•Announced April 9, 2020 after the enactment of the CARES Act.

•Treasury funding specified in CARES Act: $35 billion.

•SPV borrows directly from the Fed.

•Up to $500 billion in financing available.

•Originally specified for states as well as cities with populations of at least 1 million and 
counties with populations of at least 2 million.

•The MLF is one of a suite of emergency Fed programs designed to support the capital 
markets.



MLF – Updates and Features
•Currently the MLF is available to states as well as cities with populations of at least 
250,000 and counties with populations of at least 500,000. States that do not have 
jurisdictions that big can designate other issuer(s). The Fed will consider additional 
issuers as well.

•50 states and 86 local governments are eligible based on population.

•States are encouraged to provide access to the program for local issuers who do not 
have direct access

•Eligible issuers each have a MLF borrowing cap based on “general revenue from own 
sources and utility revenue.”



MLF pricing
Loans from the MLF are priced at “penalty rates.” The facility is designed for “last 
resort” financing.



Effects of MLF

Bloomberg BVAL 10-year yield
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Difficulties Facing Municipalities
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• Short Term:
• States don’t have cash to pay 

bills for the next 3-6 months

• Long Term:
• Extended slow down in GDP -> 

decline in municipal revenue 
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Monetary response – The Fed 

© 2020 Performance Trust. All Rights Reserved. 4Source: https://www.federalreserve.gov/monetarypolicy/bst_recenttrends.htm



Fed MLF Program

© 2020 Performance Trust. All Rights Reserved. 5

Short Term Revenue Disruption Relief

• Provides Funding to U.S. States
• 87 Cities with a population >250K

• 140 Counties with a population >500K 

• Short-term maturities < 36 months
• Can be rolled over

• Notes created by Municipality sold 
directly to SPV 

• This is an EXCELLENT SOLUTION     
to a NEW problem

Source: U.S. Department of the Treasury



Fed MLF Program
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Structure of the MLF Program

Source: U.S. Department of the Treasury



FISCAL Responses | Great Recession vs. COVID

© 2020 Performance Trust. All Rights Reserved. 7Source: https://knowledge-leader.colliers.com/amanda_ortiz/cares-act-versus-arra-act/

$966 BILLION**

$2 TRILLION

** $787B Inflation Adjusted



The Intrinsic Strengths of Municipalities
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• Municipalities run on TAXES:

• Sales Tax

• Income Tax 

• Property Tax

YTD state tax receipts through July, for the 47 states who report the data, shows an avg decline of just 2.9% 

compared to 2019. 



Variable, state-by-state effects

© 2020 Performance Trust. All Rights Reserved. 9

Moody’s Sector in Depth: State Government April 24,2020

Source: Moody’s Investor Service



Municipal Flows | January 2018 – April 2020

© 2020 Performance Trust. All Rights Reserved. 10Source: JPM
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Muni yields are back  
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AAA  Curve | January 2020, April 2020, September 2020

Source: Bloomberg, PTCP



Muni levels 
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10yr AAA  TEY (34% Tax Rate) & 10yr UST | September  2018- Present

Source: Bloomberg, PTCP

Muni 



Muni levels 
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10yr AAA  TEY (34% Tax Rate) & 10yr UST | September  2018- Present

Source: Bloomberg, PTCP

Muni 



MLF Access 
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• Illinois

• June 2020 

• $1.2B

+400 spread  May market rate  vs June 3.82% MLF rate 

• MTA

• August 2020

• $450MM

• 2.79% market rate  vs 1.72% MLF rate = - 85bp



Why is the MLF “underutilized? The Rate Sheet
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https://www.federalreserve.gov/newsevents/pressreleases/files/monetary20200811a1.pdf

Tax-Exempt Eligible Notes: If interest on the Eligible Notes is excluded from gross income for federal income tax 

purposes, pricing will be at a fixed interest rate based on a comparable maturity overnight index swap (“OIS”) 

rate plus the applicable spread based on the long-term rating of the security for the Eligible Notes as follows:

https://www.federalreserve.gov/newsevents/pressreleases/files/monetary20200811a1.pdf
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Audience Questions

Submit your questions to the panel now by using the GoToWebinar control panel.
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Register Online at www.cdfa.net

Upcoming Events at CDFA

CDFA-Bricker PACE Webinar Series: PACE Program Capitalization
Tuesday, September 22, 2020
11:00 AM - 1:00 PM Eastern

CDFA Food Systems Finance Webinar Series: Financing Food Systems Entrepreneurs
Tuesday, September 29, 2020
2:00 PM Eastern
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Join Us for Future Webcasts

CDFA / / BNY MELLON DEVELOPMENT FINANCE WEBCAST SERIES

Manufacturing Bonds for Disaster Response
Tuesday, October 20, 2020 @ 1:00 PM Eastern

Celebrating over a decade of the CDFA // BNY Mellon 
Development Finance Webcast Series! 
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