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Upshot

• Very nice paper on an important topic.  I encourage you to read 
it and am grateful for the opportunity to discuss it. 
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Summary

• What is the “structure” of state borrowing?  By structure 
Giesecke mostly means maturity profile. 

• How does this structure change with market and economic 
conditions?  

• Giesecke trains vision and language models to extract debt 
information from state government ACFRs:
• Maturity of debt, 
• What type of entity has issued this debt.

• Debt data from state ACFRs linked to bond-level data to get 
credit spreads.
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Summary
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From page 105 of 2024 MA ACFR



Summary

• Hypotheses:
• Relationship between X (choose from below) and debt 

maturity structure:
• Issuer financial strength
• Macroeconomic conditions
• Yield curve
• Issuance by other categories of issuers (testing the “fill 

the gap” hypothesis)
• Credit ratings
• TCJA SALT deduction limitations
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Stepping back a bit

• Our federal government borrows to cover operating deficits, the 
so maturity structure of borrowing is not defined by the 
purpose.  The US Treasury has an advisory group that opines on 
the tradeoffs involved in the maturity structure decision. 
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Stepping back a bit

• With state borrowing, the debt is used to finance infrastructure, 
so one useful starting point is the life span of the infrastructure 
being financed. 

• This aligns, in a generational sense, the timing of infrastructure 
use with the payment timing. Some issuers are explicit that asset 
life span is a default for the maturity structure of the debt. 

• If the debt is backed by a revenue pledge, it is natural to align 
the timing of the pledged cash flows with the timing of debt 
service requirements.

• States also use “anticipation notes” of different flavors (“tax 
anticipation notes”, “grant anticipation notes”), this is short-
term borrowing in anticipation of future cash inflows. 
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Stepping back a bit
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Stepping back a bit
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“Maturities of new money debt generally will be based on
the useful life of the assets being financed.”



My comments, 1:  Put results into context 

• It would be useful for Giesecke to compare first moments from 
his process with what a researcher might have inferred based on 
more widely-used data sources.  

• A different scholar might have done this analysis starting with 
the Mergent data, which provides reasonably comprehensive 
coverage of municipal bonds. 

• Are there states where the debt amounts, composition 
estimates, or maturity structures that Giesecke estimates are 
very different from what one might have inferred from the 
Mergent data? 
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My comments, 1:  Put results into context 

• Giesecke says that his data-harvesting process delivers a > 99% 
success rate, but
• It would be worth knowing what the failures look like,
• It would be worth knowing where his results look accurate 

and tell you something new relative to what we might think 
we already know.  
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My comments, 2: underlying drivers

• The relationship between financial conditions and debt maturity 
profile is interesting. 

• If the default is to align debt repayment profile with the life of 
the projects being financed, does this result reflect changes over 
the cycle in what types of projects are being financed? 

• Is the use of “anticipation notes” a cyclical phenomenon?   
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My comments, 3: maturity and duration

• Maturity is the final date of a bond’s payments
• Duration has many different meanings, most prominently the 

interest rate sensitivity of the value of a bond or bond portfolio.

• If a state borrows using floating-rate debt, the maturity might be 
30 years but the duration could be very low. Your interest 
payments will fluctuate with market interest rates. If a state 
constantly rolled over short-term borrowing its interest 
payments would also fluctuate with market rates.

13

30

100

Bond pays
$100 in 
30 yearsPrice today = 100 / (1+interest rate)^30



My comments, 3: maturity and duration

• A 30-year bond that paid a fixed interest rate would have a lot of 
duration; a 30-year floating rate bond could have a very low 
duration.  

• A decade ago MA considered issuing more unhedged floating-
rate debt, in order to better align the interest-rate sensitivity of 
its debt service with the interest-rate sensitivity of tax receipts.

• The upshot of that analysis: all risk exposures were totally 
dominated by the effect of pension assets and liabilities. 
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My comments, 3: maturity and duration

• Dwelling on call options for a moment. Most municipal bonds 
are callable, meaning that the issuer has the right to retire bonds 
prior to maturity. A callable bond will have a lower duration than 
an equivalent non-callable bond, and its likely lifespan will be 
lower.  

• Giesecke does very good work adjusting spreads for these call 
options.  Callability will also affect bond duration, callable bonds 
will have shorter duration, and the effect of the callability will 
depend on yields and coupon structures.  
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Overall

• I am very optimistic about this research program and am 
delighted to read and discuss this paper. 

• I would endorse getting a little more granular in combing 
through how this data harvesting process tells a researcher 
things that are different from what researchers might have 
inferred from existing data sources.  

• I would endorse incorporating the fact that municipal borrowing 
has more of a natural default maturity profile than other types 
of borrowing.  

16


	Slide Number 1
	Upshot
	Summary
	Summary
	Summary
	Stepping back a bit
	Stepping back a bit
	Stepping back a bit
	Stepping back a bit
	My comments, 1:  Put results into context 
	My comments, 1:  Put results into context 
	My comments, 2: underlying drivers
	My comments, 3: maturity and duration
	My comments, 3: maturity and duration
	My comments, 3: maturity and duration
	Overall

