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New York Municipal Update 

Executive Summary 

New York City and State continue to be impacted by COVID-19 from both economic and revenue perspectives.  GSAM’s 

municipal research team (“the Team”) took a fresh look at the principal NY area municipal credits.  Included in this piece is a 

review of the State of New York (the “State”), City of New York (the “City”), Port Authority of New York and New Jersey (the 

“Port” or “PANYNJ”) and the Metropolitan Transit Authority (the “MTA”).  In addition, the Team analyzed major special tax 

backed programs for the city and state.  In aggregate, this analysis covers 8 distinct bond programs totaling some $230 billion 

in outstanding bonds.  Each of these issuers has been impacted by COVID-19, in differing ways.   

It is important to note that the primary NY area credits discussed below were well positioned heading into this crisis with very 

strong revenue and economic trends leading up to March 2020. Below we present the basis for the assigned high credit 

ratings as well as our views on why these bond programs will remain steadfast. These credits remain significant positions in 

client portfolios and we remain confident in the credit strength provided in spite of the current challenges.        

 Diverse revenue for New York State and the City of New York may cushion the overall impact on finances 

 Importance of the region’s two major transportation systems remains a critical focus at all levels of government         

 Strong liquidity and access to capital markets may limit near term liquidity concerns 

 Federal support in the form of Coronavirus Aid, Relief, and Economic Security (CARES) bill and possible follow-up 

legislation may provide important budget relief   

 

State of New York 

General Obligation (Aa1 negative/ AA+ stable / AA+ negative) $41 billion bonds outstanding 

New York State Personal Income Tax (“PIT”) Bonds (Aa1/AA+/AA+) $37 billion bonds outstanding 

New York is one of the country’s top five states based on both population and the economy
1
.  New York’s economy is highly 

diversified and driven by the FIRE sector (finance, insurance, and real estate), as well as important health care, education and 

tourism industries.  The securities industry is estimated to provide 25% of the State’s personal income tax collections, 

including taxes on capital gains.   

Given the higher volatility seen in these revenue streams, the State has focused on building reserves since the Great Financial 

Crisis.  As we noted in our introductory statement - New York State has had exceptional economic growth over the last 

number of years and this was also true for fiscal year 2020, which ended March 31.  The State estimates that reserve levels 

ended the year up 24% to nearly $9 billion, which is 5% of total state spending. 

2021 Budget and COVID-19 Potential Impact 

The COVID-19 pandemic has negatively impacted New York State’s economy and finances, however we believe that the 

expected budgetary impact is manageable and the state has taken steps to mitigate the impact. The State’s FY21 budget 

projects 6% lower revenues than FY20, and the FY21 budget includes a number of unique provisions that allow for automatic  

1Source: US Bureau of Economic Analysis. As of 12/31/2019. Source:  GSAM. As of 8/21/2020. Unless otherwise noted. The economic and market forecasts presented herein are for 

informational purposes as of the date of this presentation. There can be no assurance that the forecasts will be achieved. Please see additional disclosures at the end of this presentation. 
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adjustments to reduce expenditures along with enhanced gubernatorial powers to amend the budget in the event revenues are 

lower than projected.  As shown below, 40% of these revenues are federal aid, so the federal response is expected to have a 

large impact on the credit.  To date, the State has received federal aid of $5.1 billion from the CARES Act Coronavirus Relief 

Fund in addition to $2.2 billion in Medicaid and $1.1 billion in school aid.  No assumptions are made for additional Federal aid, 

although current negotiations in Washington include proposals for additional municipal and state support.  

On 8/13/2020, the Governor released his first budget update which shows General Fund revenues down -10% versus the 

initial budget that projected a -9% decline. The $1.4b wider budget gap is expected to be filled with further cuts to state aid and 

Medicaid savings.  The General Fund gap of about $10 billion should be considered in the context of increased federal funds 

of about $8.4 billion.    

State of New York Fiscal Year 2019 Governmental Funds Revenue 

 

 
 

Source:  GSAM, New York State Divison of Budget. As of FY 2019. 
  

 

New York State Personal Income Tax (“PIT”) Bonds   

The State of New York relies heavily on its income tax backed bond program to finance state capital projects issued for 

various state programs.  The bonds are highly rated as they are secured by a vast pool of income tax receipts that provide 

strong debt service coverage of over 7X.  In addition to overcollateralization, the bond program has various important security 

features that provide bondholders with significant protections.  Even under some of the more dire COVID-19 projections, 

GSAM does not believe this will materially affect the credit quality of this important state bond program.   

  

City of New York 

General Obligation (Aa1 negative / AA stable / AA negative) $37 billion bonds outstanding 

New York City Transitional Finance Authority “TFA” (subordinate lien Aa1/AAA/AAA) $50 billion bonds outstanding 

The City of New York is the nation’s largest city and the world’s financial hub. The Federal Bureau of Economic Analysis (BEA) 

attributes 10% of the entire US GDP to the broader New York City regional economy.  Partially due to this scale and 

complexity, New York City’s budget is well diversified across numerous sources including property taxes, personal income 

taxes, state aid and sales taxes (see graph below).   

 

 

Source: GSAM. As of August 21, 2020. Unless otherwise noted. The economic and market forecasts presented herein are for informational purposes as of the date of this presentation. 

There can be no assurance that the forecasts will be achieved. Please see additional disclosures at the end of this presentation. Goldman Sachs does not provide accounting, tax or legal 

advice. Please see additional disclosures at the end of this presentation. 
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New York Fiscal Year 2019 General Fund Revenue 

 

 

 

 

 

 

 

 

 

 

 

Source:  GSAM, New York City Financial Plan Revenues and Expenditures. As of Fiscal Year 2019. 

One of the key credit strengths of local governments is the diversifying effect of property tax revenues.  Property taxes are 

collected based on prior year’s assessed valuation, which provides strong property tax revenues even in a year when 

economically sensitive revenues decline.  Furthermore, even if real estate prices decline, the city can simply adjust the tax rate 

to achieve stable tax collections.  From the graph below one can see the stability of these revenues for the City.  Notably, 

during the last recession the City’s property tax revenues were only down -0.5%.  Since then, the average annual growth has 

been very strong at 7% in 2009-2019, nearly doubling over the last decade.  For FY 2020 property tax receipts were up 6.6% 

and the budget assumes increased property taxes going forward, albeit at a slower rate than prior years.  City property taxes 

are projected to increase by nearly 4% in the current year and then at a more moderate pace the subsequent three years
1
. 

New York City Full Value and Property Tax (in Thousands) 

 

Source:  GSAM, Merritt Data. As of FY 2019.  

1Source: State Financial Control Board Staff Report. As of July 29, 2020. Source: GSAM. As of August 21, 2020. Unless otherwise noted. The economic and market forecasts presented 

herein are for informational purposes as of the date of this presentation. There can be no assurance that the forecasts will be achieved. These examples are for illustrative purposes only 

and are not actual results. If any assumptions used do not prove to be true, results may vary substantially. 
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Additional credit strength, unique to New York City include; balanced budget requirement, debt limit, significant oversight of all 

budgets, and pre-funding by a year of  property taxes for debt service payment.  

2021 Budget and COVID-19 Potential Impact  

The COVID-19 pandemic has had a material impact on the City’s finances, however we believe the impact is manageable. For 

example, the City’s own revenue sources are expected to decline by -10% and the City has accumulated reserves to cushion 

the budget impact.  The City’s FY21 budget, adopted on 7/1/2020, projects total revenues of $88 billion, approximately 10% 

lower than FY20, resulting $8 billion initial budget gap. The budget gap is projected to be closed from $3 billion in reserve 

drawdown and new savings proposals.  The City expects approximately $4.4 billion in additional federal aid to offset the city’s 

increased Covid-19 related expenses.      

Potential Long Term Impact on NYC 

There continues to be speculation regarding the pandemic’s long term impact on NYC. Although we had already seen small 

population decline of less than 1% annualized prior to March, there has likely been further and more rapid decline since.  

Three different think tanks estimate that NYC’s population has further declined by about -5%
1
.  We believe it is impossible, and 

too early, to tell what the long term impact may be on the City’s economy and budget.  GSAM believes the City of New York is 

extremely resilient having prospered in the aftermath of both the “9/11” attacks and the 2009 Fiscal Crisis (see tax base and 

population graphs). We will continue to analyze longer term trends in population and real estate values to make ongoing credit 

assessments.    

NYC Population – US Census Bureau 

 

Source: US Census Bureau. As of December 31, 2019. 

 

New York City Transitional Finance Authority “TFA”  

New York City’s arcane debt limits required the City to launch the Transitional Finance Authority (no longer transitional) to 

issue highest grade rated debt secured by income taxes and a backup pledge of sales taxes.  The bonds are highly structured 

as bankruptcy remote and utilize various structured finance provisions.  Debt service coverage is vast with over 7X debt 

service coverage from the income taxes alone.  The City is projecting declines of both revenues sources in fiscal year 2021 

and 2022 due to the impact of COVID-19
2
.  The net impact by year end 2022 is projected to be a -10%

2
 in total pledged  

1Source: New York Times. As of May 15, 2020. 2Source: TFA Official Statement. As of August 21, 2020. Source: GSAM. As of August 21, 2020. Unless otherwise noted. The economic 

and market forecasts presented herein are for informational purposes as of the date of this presentation. There can be no assurance that the forecasts will be achieved. Please see 

additional disclosures at the end of this presentation. These examples are for illustrative purposes only and are not actual results. If any assumptions used do not prove to be true, results 

may vary substantially. 

7,700,000

7,800,000

7,900,000

8,000,000

8,100,000

8,200,000

8,300,000

8,400,000

8,500,000

8,600,000

P
o

p
u

la
ti

o
n

C
o

u
n

t 



  

THOUGHT LEADERSHIP August 2020 

  

 

  

Municipals Goldman Sachs Asset Management   |  5 
 

funds.  Given the huge excess margin that exists within this structure, GSAM remains highly confident that this important bond 

program will retain high ratings throughout the duration of the COVID-19 challenges.  

 

Port Authority of New York and New Jersey (“the Port” or “PANYNJ”)  

General Revenue Bonds (Aa3 Negative / A+ Negative / AA- Negative) $24.3 billion bonds outstanding   

PANYNJ is a bi-state agency with a massive transportation infrastructure footprint across the New York City metropolitan area.  

Operations include airports, marine ports, bridges and tunnels, mass transit rail, buses as well as important real estate 

holdings. Total revenue in 2019 exceeded $5.5 billion, expanding steadily since the 2009-10 recession.  For year ended 2019, 

PANYNJ generated over 11% net operating income. Debt service coverage has historically been steady at approximately 

2.5X, and cash in excess of 400 days of operations, hallmarks of an extremely secure and critically important municipal 

enterprise system.  The Port’s two sponsor states, New York and New Jersey, appoint the various Board and senior 

executives and the states play an active role in managing this integral municipally owned transportation conglomerate.   

The transportation sector has been the most hindered by COVID-19 and as a result the Port Authority has been impacted in a 

more meaningful way than most municipalities.  Just over half of annual operating revenues are derived from the operation of 

the region’s airports which have declined (chart below), with traffic levels as measured by TSA entries down to approximately 

15% of regular levels at the end of July.  We believe the larger impact for the New York area airports is likely due to some 

combination of the larger  exposure to international, tourism and business based travel in and out of NYC as well as the more 

prolonged and extensive initial lockdown in the region.   NY and NJ’s continued abidance to the domestic quarantine list may 

continue to impact flight activity for the foreseeable future. 

The Port’s second largest business operation is the Tunnels, Bridges & Terminals division. Vehicle traffic has demonstrated a 

much quicker recovery following a far less severe decline in traffic compared with the airports.  The Port Authority projects 

losing $3 billion over 2 years however any long term projections are subject to significant variations.  GSAM believes that more 

critical analysis is needed to review current measures and their implications over the short and medium term.  The Port’s 

strong balance sheet, liquidity and operating margins position’s it well to endure the current challenged environment.  As 

discussed in greater detail below GSAM remains confident in the Port’s resources and strong management.        

Port Authority of New York and New Jersey – Business Activity Year-over-Year Levels  

 
Source:  Port Authority of New York and New Jersey. As of July 2020. 

 

 

Source: GSAM. As of August 21, 2020. Unless otherwise noted. The economic and market forecasts presented herein are for informational purposes as of the date of this presentation. 

There can be no assurance that the forecasts will be achieved. Please see additional disclosures at the end of this presentation. 
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Potential COVID-19 Impact  

Port Authority officials estimate that it could see an almost 50% reduction in the budget over the next two fiscal 

years.  PANYNJ has not raised rates on airlines to account for lower traffic and instead will be defer those for future collection, 

as necessary.  This proactive approach to delay or defer payments due by it various business partners serves to highlight the 

near-term flexibility PANYNJ has to help support its partners.   

As of June 30, the Port Authority has $4.4 billion in liquidity from various sources, including federal funds, providing ample 

flexibility to cover debt service over the next two years.  To the extent that airport revenues remain depressed beyond the 

current fiscal and subsequent fiscal year the Port may need to raise fees, issue debt or rely on other funding support.  The Port 

has very strong market access which may bolster liquidity as necessary.  Furthermore, the State and Federal government are 

keenly focused on the Port as a critical economic engine for the region. As such, we expect the Port to continue to receive 

revenue support for the duration of this health crisis.     

Port Authority of New York and New Jersey – FY 2019 Consolidated Revenues by Business Segment 

 

Source:  Port Authority of New York and New Jersey. As of Fiscal Year 2019. 

 

NY Metropolitan Transportation Authority (the “MTA”) 

1. Transportation Revenue “Farebox” Bonds (A2/BBB+/A+ $30.4 billion in bonds outstanding 

2. Triborough Bridge and Tunnel Authority “TBTA” (Aa3/AA-/AA-) $8.3 billion in senior bonds outstanding 

3. Dedicated Tax Bonds (AA/AA)$5.8 billion in bonds outstanding   

 

The MTA is one of the largest and busiest mass transit systems in the world providing essential transportation services to 

approximately 15 million residents in the tristate region. The MTA includes buses, subway, commuter rail as well as the 

Bridges & Tunnels division.  We believe the City and region cannot recover and return to a more normalized economic growth 

pattern without the MTA contributing critical services.  In fact, NYC’s recovery from the fiscal crisis back in the 1970s-80s was 

in large part the result of a huge reinvestment in the MTA.  The MTA is controlled and governed by the State of New York.     

The ongoing impact of the COVID lockdown and resulting phased reopening of the NYC regional economy have created 

significant funding gaps for the MTA, which have been partially addressed to date with the receipt of federal funding.  

Continued external government support will be required to maintain current service levels. 

Source: GSAM. As of August 21, 2020. Unless otherwise noted. The economic and market forecasts presented herein are for informational purposes as of the date of this presentation. 

There can be no assurance that the forecasts will be achieved. Please see additional disclosures at the end of this presentation. 
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The MTA issues the majority of its debt through three independent bond programs with varying security provisions.  

1. Transportation Revenue “Farebox” Bonds are the MTA’s primary debt instrument. These bonds are secured by a 

primary pledge of all available MTA revenues including; net TBTA surplus funds, local and state subsidies and revenue 
generated by the transit system (“Farebox”).  Farebox revenues comprise just under half of pledged revenues.  On a 
gross basis these revenues provided significant coverage in 2019 of 8X.  Even when excluding the volatile “Farebox” 
revenue, other sources of revenue provide very strong coverage of annual debt requirements by approximately $1.9 
billion due in 2021.   

2. Triborough Bridge and Tunnel Authority Bonds are secured by net toll revenues of the TBTA’s facilities.  Annual 

debt service coverage is over 2X and liquidity within TBTA is adequate at 330 days cash on hand at 4/30/2020.  The 

TBTA owns all of the bridges and tunnels within the city with annual revenues of over $2 billion and net operating 

income of over $1.3 billion, or a huge 63% operating margin.  Consequently the TBTA subsidizes mass transit through 

transfers up to the MTA parent.  In 2019, TBTA transferred $779 million to the MTA.  Even with toll revenues and traffic 

lower due to COVID-19, GSAM does not see a meaningful impact on the security of the TBTA bonds.     

3. Dedicated Tax Fund Bonds are secured by a gross pledge of various taxes collected statewide and appropriated to 

the MTA; includes petroleum business tax, motor fuel tax motor, vehicle tax, district sales tax and district franchise 

fees.  Annual debt service coverage from all pledged revenues in FY2019 was 6.7X.  Given the extraordinarily high 

debt service margin GSAM does not expect COVID-19 economic effects to impact security on these bonds.  

     

The MTA has a number of resources available to meet ongoing operations and debt service, including the receipt of Federal 

funding via the CARES Act which offset operating losses.  Total CARES Act funding totaled $4 billion from the initial mass 

transit grants.  Additionally, the MTA placed a $465 million loan with the Federal Reserve Board’s Municipal Liquidity Facility 

(“MLF”). The MLF provided a cost effective alternative to the market and will remain a viable option as the MTA refinances its 

short-term debt for the remainder of the year. As of 8/10/2020, the MTA had total available liquidity resources of $5.75 billion, 

more than sufficient to cover debt service due in 2021.  

MTA Ridership/Activity Levels Year-over-Year 

 

 Source: Metropolitan Transportation Authority. As of August 2020. 

 

 

 

Source: GSAM. As of August 21, 2020. Unless otherwise noted. The economic and market forecasts presented herein are for informational purposes as of the date of this presentation. 

There can be no assurance that the forecasts will be achieved. Please see additional disclosures at the end of this presentation. Please see additional disclosures at the end of this 

presentation. Goldman Sachs does not provide accounting, tax or legal advice. Please see additional disclosures at the end of this presentation. 
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Conclusion 

GSAM remains highly confident in these important New York based municipal issuers.  We believe the State and City have 

taken initial necessary steps to offset the potential revenue impact from COVID-19, though more work on budget trimming may 

be necessary.  GSAM expects sophisticated issuers to take the necessary steps during periods of crisis to achieve budgetary 

stability.  During the 2009-10 Recession, we saw governments across the country do what was necessary to get through the 

cycle without meaningful diminution to overall credit quality as evidenced by the continued low default rate (graph below).  The 

City and State are better positioned today than back in 2009, as both are coming off of a decade of very strong growth. As for 

the region's two critical transportation systems, we also remain confident as management has taken important steps to shore 

up each system’s balance sheet.  We believe that the State, City and federal government know how critical these 

transportation systems are and will do what is necessary to maintain the stability of each system.  

Moody’s Investment Grade Cumulative 5 yr. Avg. Default Rate 

 

Source: GSAM, Moody’s US Municipal Bond Defaults and Recoveries 1970-2018. As of August 6, 2019. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: GSAM. As of August 21, 2020. Unless otherwise noted. The economic and market forecasts presented herein are for informational purposes as of the date of this presentation. 

There can be no assurance that the forecasts will be achieved. Please see additional disclosures at the end of this presentation. 
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General Disclosures 

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO ANY PERSON TO WHOM IT 
WOULD BE UNAUTHORIZED OR UNLAWFUL TO DO SO.  

Although certain information has been obtained from sources believed to be reliable, we do not guarantee its accuracy, completeness or fairness.  We 
have relied upon and assumed without independent verification, the accuracy and completeness of all information available from public sources. 

Risk Considerations 

Municipal Securities are subject to credit/default risk, interest rate risk and certain additional risks. 

High-yield, lower-rated securities involve greater price volatility and present greater credit risks than higher-rated fixed income securities.  

Investments in fixed-income securities are subject to credit and interest rate risks. Bond prices fluctuate inversely to changes in interest rates. Therefore, 
a general rise in interest rates can result in the decline in the bond’s price. Credit risk is the risk that an issuer will default on payments of interest and 
principal. All fixed income investments may be worth less than their original cost upon redemption or maturity.  

Income from municipal securities is generally free from federal taxes and state taxes for residents of the issuing state. While the interest income is tax-
free, capital gains, if any, will be subject to taxes. Income for some investors may be subject to the federal Alternative Minimum Tax (AMT). 

Past performance does not guarantee future results, which may vary. The value of investments and the income derived from investments will 
fluctuate and can go down as well as up. A loss of principal may occur. 

Views and opinions expressed are for informational purposes only and do not constitute a recommendation by GSAM to buy, sell, or hold any security. 
Views and opinions are current as of the date of this presentation and may be subject to change, they should not be construed as investment advice. 

Economic and market forecasts presented herein reflect a series of assumptions and judgments as of the date of this presentation and are subject to 
change without notice.  These forecasts do not take into account the specific investment objectives, restrictions, tax and financial situation or other 
needs of any specific client.  Actual data will vary and may not be reflected here.  These forecasts are subject to high levels of uncertainty that may 
affect actual performance. Accordingly, these forecasts should be viewed as merely representative of a broad range of possible outcomes.  These 
forecasts are estimated, based on assumptions, and are subject to significant revision and may change materially as economic and market conditions 
change. Goldman Sachs has no obligation to provide updates or changes to these forecasts.  Case studies and examples are for illustrative purposes 
only. 

Goldman Sachs does not provide legal, tax or accounting advice, unless explicitly agreed between you and Goldman Sachs (generally through certain 
services offered only to clients of Private Wealth Management). Any statement contained in this presentation concerning U.S. tax matters is not intended 
or written to be used and cannot be used for the purpose of avoiding penalties imposed on the relevant taxpayer. Notwithstanding anything in this 
document to the contrary, and except as required to enable compliance with applicable securities law, you may disclose to any person the US federal 
and state income tax treatment and tax structure of the transaction and all materials of any kind (including tax opinions and other tax analyses) that are 
provided to you relating to such tax treatment and tax structure, without Goldman Sachs imposing any limitation of any kind. Investors should be aware 
that a determination of the tax consequences to them should take into account their specific circumstances and that the tax law is subject to change in 
the future or retroactively and investors are strongly urged to consult with their own tax advisor regarding any potential strategy, investment or 
transaction. 

This information discusses general market activity, industry or sector trends, or other broad-based economic, market or political conditions and should 
not be construed as research or investment advice. This material has been prepared by GSAM and is not financial research nor a product of Goldman 
Sachs Global Investment Research (GIR).  It was not prepared in compliance with applicable provisions of law designed to promote the independence of 
financial analysis and is not subject to a prohibition on trading following the distribution of financial research. The views and opinions expressed may 
differ from those of Goldman Sachs Global Investment Research or other departments or divisions of Goldman Sachs and its affi liates.  Investors are 
urged to consult with their financial advisors before buying or selling any securities. This information may not be current and GSAM has no obligation to 
provide any updates or changes. 

Confidentiality 

No part of this material may, without GSAM’s prior written consent, be (i) copied, photocopied or duplicated in any form, by any means, or (ii) distributed 
to any person that is not an employee, officer, director, or authorized agent of the recipient. 
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