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Credit Process Objectives

• Learn credit differentials between corporates and munis
• Go deeper to quickly evaluate credit ideas 
• Incorporate BIG DATA into your process
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What Drives the Most Portfolio Risk?

Interest rate risk, call risk or default risk?
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GFOA Sample IP
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GFOA Sample IP

Prudent Investor Standard
“The standard of prudence to be used by investment officials shall be the 
"uniform prudent investor act" standard and shall be applied in the 
context of managing an overall portfolio. Investment officers acting in 
accordance with written procedures and this investment policy and 
exercising due diligence shall be relieved of personal responsibility…”
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Questions to Ask

• Where does the bond rank if the company goes bankrupt (senior vs 
junior creditor)?

• Does a company have the financial resources to pay me back?
• Has the company been able to maintain its credit ratings over time?  
• Is there something that could likely change that history (e.g. 

acquisition)?
• Will the company remain viable until my maturity (near-term debt 

rollover)?
• Will I lose money if my bonds are called?
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Corporates Pre-trade/Basics

Source: Bloomberg, Piper Jaffray
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Corporate Ratings: What Does the Math Say?

Source: Moody’s, Piper Jaffray



IGFOA ANNUAL CONFERENCE • SEPTEMBER 8–10, 2019

Bond Surveillance/Corporate Pre-trade
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Corporates Pre-trade/Debt Schedule

Source: Bloomberg, Piper Jaffray
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Corporates Pre-trade/Equity Performance

Source: Bloomberg, Piper Jaffray
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Corporates Pre-trade/Key Ratios and Profits

Source: Bloomberg, Piper Jaffray
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Corporates Pre-trade/Financials
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Corporates/Ongoing Surveillance

Source: BondEdge, Piper Jaffray
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Corporates/Ongoing Surveillance

Source: Bloomberg, Piper Jaffray
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Corporates/Risk-based Value

Relative Value (1-10, 10 is Best) 
Ticker Current Change 
JPM 0.7 8.7 
GILD 1.6 9.4 
WMT 1.4 7.0 
HNDA 0.1 5.5 
AAPL 1.0 7.2 
TOYOTA 0.6 5.0 
IBM 0.1 2.0 
MSFT 1.1 8.4 
AAPL 0.7 3.7 
INTC 0.9 8.0 
HNDA 0.1 4.2 
WMT 1.1 8.2 
JNJ 0.9 6.5 
TOYOTA 0.8 5.6 
HNDA 0.2 4.2 

 

Source: Bloomberg, ICE, Piper Jaffray
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Bond Surveillance/Corporates

• iSnapshots (pre-trade/extra review)
• Portfolio Surveillance
• Credit default model and relative value ranking
• Portfolio Alerts
• Interactive Analytics
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Municipal Ratings: What Does the Math Say?

Source: Moody’s, S&P, Piper Jaffray
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Corporates vs. Munis

Source: Moody’s, Piper Jaffray
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Bond Surveillance/Municipals

• Monthly reporting and surveillance reports
• Real time alerts 
• In-depth financial data with issuer rankings 
• Proprietary models on default, demographic and financial strength
• Statutory scores and models to measure issuer willingness to pay
• iSnapshots available for a detailed credit dive on holdings
• Interactive analytic capabilities 
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Municipals/Pre-trade
• Local Government

• City
• County
• District

• State Governments
• Water & Sewer
• Higher Education
• Public Power
• Healthcare
• Housing
• Transportation

• Toll Roads
• Ports
• Airports
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Municipals/Pre-trade/Demographics

Source: SNL, Piper Jaffray
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Municipals/Pre-trade/Demographics
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Municipals/Pre-trade/Financial Ratios
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Municipals/Pre-trade/Pension Liabilities
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Municipals/Pre-trade/Key Financial Metrics
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Municipals/Pre-trade/Empirical Default Risk
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• Tax Revenue Growth
• Pension Funding Ratio
• Fund Balance
• Home Prices
• Coincident Index

Municipals/Geographic Strength
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Municipals/Strength in the Midwest
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Municipals/Pre-trade/Statutory Risk

Disclaimer:
State constitutions and laws vary.  This model represents generalized classifications and cannot take into account all variations and specific/unique applications of law. It’s application and 
discussion is only for helpful assistance to understand these generalized differences between geographic regions, government types, etc.
The specific provisions of state constitutions and/or laws should be reviewed, along with the official statement, to determine whether they are applicable to any specific General Obligation 
Debt.
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Municipals/Pre-trade/Statutory Risk
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Municipals/Pre-trade/Overall Risk Profile
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Municipals/Pre-trade/Overall Risk Profile
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Municipals/Pre-trade/Overall Risk Profile
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Municipals/Surveillance

Source: Moody’s, S&P, Piper Jaffray
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Municipals/Interactive Analytics
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Government Agency/GSE Reform

• GSE Reform
• Housing Market Expectations
• Supply/Demand Trend
• Agency Calls and Expectations
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Government Agency/GSE Reform
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Growth of the Mortgage Market and GSE Role

Source: Bloomberg, Piper Jaffray
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Conservatorship
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Conservatorship

Average 
Spread (Bp) Timeframe

Pre-Crisis 48 1999-2007
Crisis 74 2008-2009
Post-Crisis 20 2010-Current

Source: Bloomberg, Piper Jaffray
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Government Agency/GSE Reform

Source: FNMA, FHLMC, Piper Jaffray
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Government Agency/FHFA Goals

• Maintain, in a safe and sound manner, credit availability and foreclosure 
prevention activities for new and refinanced mortgages to foster liquid, 
efficient, competitive, and resilient national housing finance markets 
(40%)

• Reduce taxpayer risk through increasing the role of private capital in the 
mortgage market (30%)

• Build a new single-family infrastructure for use by the Enterprises and 
adaptable for use by other participants in the secondary market in the 
future (30%)
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Government Agency/FHFA Goals

• Mark Calabria FHFA director
• Obstacles: Capital cushion, Political will
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Disclosures
The material contained herein is not a product of any research department of Piper Jaffray & Co. or any of its affiliates. Nothing herein constitutes a recommendation of any security or regarding any issuer; nor is it intended to provide information sufficient to
make an investment decision. The information provided is herein not intended to be and should not be construed as a recommendation or "advice" within the meaning of Section 15B of the Securities Exchange Act of 1934.

The information contained in this communication has been compiled by Piper Jaffray & Co. from sources believed to be reliable, but no representation or warranty, express or implied, is made by Piper Jaffray & Co., its affiliates or any other person as to its
accuracy, completeness or correctness. All opinions and estimates contained in this communication constitute Piper Jaffray & Co.'s judgment as of the date of this communication, are subject to change without notice and are provided in good faith but without
legal responsibility. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur.

Nothing in this communication constitutes legal, accounting or tax advice or individually tailored investment advice. This material is prepared for general circulation to clients and may have been prepared without regard to the individual financial circumstances
and objectives of persons who receive it. The investments or services contained in this communication may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about the suitability of such
investments or services.

Every state in the U.S., and most countries throughout the world have their own laws regulating the types of securities and other investment products which may be offered to their residents, as well as the process for doing so. As a result, any specific securities
discussed in this communication may not be eligible for sale in some jurisdictions. This communication is not, and under no circumstances should be construed as, a solicitation to act as securities broker or dealer in any jurisdiction by any person or company that
is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction.

In providing information contained herein to a municipal entity or obligated person, Piper Jaffray (i) is not providing discretionary investment advice recommending an action to any municipal entity or obligated person recipient (ii) is not acting as an advisor
providing discretionary investment advice to any municipal entity or obligated person and (iii) does not owe a fiduciary duty pursuant to Section 15B of the Exchange Act to any municipal entity or obligated person with respect to the information and material
contained in this communication. Piper Jaffray is acting for its own interests, and any municipal entity or obligated person recipient of this information should discuss any information and material contained in this communication with any and all internal or
external advisors and experts that the municipal entity or obligated person deems appropriate before acting on this information or material.

To the fullest extent permitted by law neither Piper Jaffray & Co., nor any of its affiliates, nor any other person, accepts any liability whatsoever for any direct or consequential loss arising from any use of this communication or the information contained herein.
No matter contained in this document may be reproduced or copied by any means without the prior consent of Piper Jaffray & Co. Piper Jaffray & Co. may buy from or sell to customers on a principal basis for its own account or as an agent for another person in
the securities or related derivatives that are the subject of this communication (in reliance on Rule 206(3)-1, we will not obtain client consent for each principal trade).

Piper Jaffray & Co. has or may have proprietary positions in the securities or in related derivatives that are the subject of this communication. Piper Jaffray & Co. may have been manager or co-manager of a public offering of securities of the issuer within the past
twelve months. Additional information is available upon request.

Piper Jaffray outgoing and incoming e-mail is electronically archived and recorded and is subject to review, monitoring and/or disclosure to someone other than the recipient. This e-mail may be considered an advertisement or solicitation for purposes of
regulation of commercial electronic mail messages. If you do not wish to receive commercial e-mail communications from Piper Jaffray, visit: www.piperjaffray.com/do_not_email to review the details and submit your request to be added to the Piper Jaffray "Do
Not E-mail" directory. For additional disclosure information, see www.piperjaffray.com/disclosures.

Piper Jaffray Companies (NYSE: PJC) is a leading investment bank and asset management firm. Securities brokerage and investment banking services are offered in the U.S. through Piper Jaffray & Co., member SIPC and FINRA; in Europe through Piper Jaffray Ltd.
and Simmons & Company International Limited, authorized and regulated by the U.K. Financial Conduct Authority; and in Hong Kong through Piper Jaffray Hong Kong Limited, authorized and regulated by the Securities and Futures Commission. Asset
management products and services are offered through five separate investment advisory affiliates―U.S. Securities and Exchange Commission (SEC) registered Advisory Research, Inc.; Piper Jaffray Investment Management LLC, PJC Capital Partners LLC and Piper
Jaffray & Co.; and Guernsey-based Parallel General Partners Limited, authorized and regulated by the Guernsey Financial Services Commission.

© 2019 Piper Jaffray & Co., 800 Nicollet Mall, Suite 1000, Minneapolis, MN 55402-7036
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