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Total net tax-supported debt (NTSD) for US states remained virtually unchanged from last
year. The stabilization follows NTSD's decline in the prior year, the first decrease in the 29
years we have compiled the data. The recent slowdown in debt levels highlights states’
reluctance to take on new debt despite continued annual increases in tax revenue, including
an estimated 6% rise in 2015. Several factors will likely suppress growth in state debt burdens
in the next year, including the recent decline in commodity markets along with longer term
trends of continued uncertainty over federal fiscal policy and healthcare funding.
Our 2016 state debt medians are based on our analysis of calendar year 2015 debt issuance
and fiscal year 2015 debt service. As in prior year reports, the presentation of debt trend data
incorporates a one-year lag (i.e., the data labeled 2016 reflect debt as of calendar year-end
2015).
»

State net tax-supported debt remained essentially flat, posting minimal yearover-year growth of 0.6%. The total dollar amount outstanding of $512.5 billion
remains below the 2013 peak of $516.0 billion and reflects the continued trend of a
reduced appetite for new money borrowing by states.

»

The median for NTSD as a percent of personal income remained static at 2.5%
as personal income grew by 4.2%. On a per capita level, the median level of net taxsupported debt grew modestly at 1.3%, reflecting population growth that is generally
keeping pace with debt outstanding.

»

General obligation debt continues to comprise the largest share of state debt
outstanding at 52% of the total state debt portfolio. Appropriation and lease
revenue debt makes up the second largest portion at 21%.

»

Median debt service costs are 4.3% of revenues, closely approximating the 4.4%
median ratio in the previous year. The trend is related to lower new debt issuance and
the extremely low interest rate environment.
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Exhibit 1

Net Tax Supported Debt Continues Trend of Leveling Off In Recent
Years

Aggregate net tax supported debt remains essentially flat,
increasing by a minimal 0.6%
»

Two states experienced double-digit percentage increases in NTSD
– Kansas (Aa2 negative) and South Dakota (Aa1 stable). Their
burdens grew by 40% and 20%, respectively, over last year. Kansas
issued $1 billion in pension obligation bonds, which contributed
significantly to its increase.

»

Thirty-four states experienced a decline in absolute debt levels.
Nebraska (Aa2 stable), North Dakota (Aa1 negative) and Utah (Aaa
stable) experienced the largest year-over-year declines in NTSD,
falling by 15%, 15% and 12%, respectively.

»

We expect limited growth in NTSD in the coming year given the
revenue pressures in several energy states and a number of others
reaching debt issuance limitations.

Source: Moody's Investors Service

Exhibit 2

Population and Personal Income Growth Continues to Ease Debt
Pressure on States

Source: Moody's Investors Service

The median net tax-supported debt to personal income remained
at 2.5% for the second year in a row
»

NTSD as a percent of personal income and population both
remained fairly flat in 2016, reflecting continued growth in
population and earnings that keeps pace with the small increase in
state debt.

»

The 50-state median for NTSD per capita remained relatively
stable at $1,025, following three years of decline. Thirty-six states
experienced a decline in NTSD per capita.

»

The median for NTSD as a percent of personal income was static at
2.5% as personal income grew by 4.2%. Thirty-eight states saw a
decline in NTSD as percent of personal income.

»

We expect personal income and population growth in the current
year to moderate, resulting in low growth in these metrics over the
near term.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Exhibit 3

Use of General Obligation Debt Varies Greatly by State

Reliance on GO debt varies across the country
»

Constitutional provisions in many states prohibit or severely
limit the issuance of general obligation (GO) bonds. In other
states, taxpayer concerns and other political considerations often
make it easier to gain approval for other forms of debt, such as
appropriation-backed or special tax debt.

»

As a result, the reliance on GO bonds varies widely from state to
state, ranging from 93% in Vermont (Aaa stable) to 0% in 11 other
states.

»

We expect this variation in outstanding pledges to continue into
the next year.

Source: Moody's Investors Service

Exhibit 4

General Obligation Debt Accounts for More Than Half of Total
State Debt

Source: Moody's Investor Service
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Nationwide GO debt accounts for majority of debt outstanding
»

GO debt comprises 52% of NTSD outstanding; appropriation debt
follows with 21% of outstanding debt associated with this pledge.
Availability payment P3s still comprise a very small portion of
outstanding debt for states at 1%.

»

Most state debt remains fixed rate and publicly offered. Variable
rate demand debt totaled $20.0 billion, a 3.1% increase from one
year earlier and representing 3.9% of total NTSD. Direct bank loans
and private financings continue to account for approximately 1.2%
of state net debt.

»

We expect limited to modest growth in debt going forward as some
large state bonding programs have reached their full authorized
issuance amounts. Nonetheless, states have significant capital
spending needs, especially for transportation, and we expect them
to use debt as a primary means to finance those projects in future
years.
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Appendix: Key Metrics for US State Debt Medians
Exhibit 5

Net Tax-Supported Debt – Per Capita and Percent of Personal Income

*Issuer Rating (No GO debt outstanding)
**No General Obligation Debt
Puerto Rico Excluded Due to Lack of Available Data for 2015
Sources: Moody's Investors Service; US Census Bureau; US Bureau of Economic Analysis
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Exhibit 6

State Net Tax-Supported Debt and Gross Tax-Supported Debt

*Issuer Rating (No GO debt outstanding)
**No General Obligation Debt
Puerto Rico Excluded Due to Lack of Available Data for 2015
Source: Moody's Investors Service

5

6 May 2016

State Debt Medians 2016: Medians - Total Debt Remains Static in 2016

MOODY'S INVESTORS SERVICE

U.S. PUBLIC FINANCE

Exhibit 7

Net Tax-Supported Debt as Percent of Gross State Domestic Product

State GDP numbers have a 1-year lag.
Puerto Rico Excluded Due to Lack of Available Data for 2015
Sources: Moody’s Analytics; US Bureau of Economic Analysis
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Exhibit 8

Net Tax-Supported Debt as a Percentage of Personal Income

Puerto Rico Excluded Due to Lack of Available Data for 2015
Sources: Moody’s Investors Service; US Bureau of Economic Analysis
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Exhibit 9

Debt Service Ratio

*Figures based on fiscal 2014 revenues; fiscal 2015 audited financial statements not available at time of publication
Puerto Rico Excluded Due to Lack of Available Data for 2015
Source: Moody's Investors Service
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Exhibit 10

Demand Debt and Direct Loans/Private Placements

Puerto Rico Excluded Due to Lack of Available Data for 2015
Source: Moody's Investors Service

9

6 May 2016

State Debt Medians 2016: Medians - Total Debt Remains Static in 2016

MOODY'S INVESTORS SERVICE

U.S. PUBLIC FINANCE

Basis for State Debt Medians
Our 2016 state debt medians are based on our analysis of calendar year 2015 debt issuance and fiscal year 2015 debt service. As in prior year reports,
the presentation of debt trend data incorporates a one-year lag (i.e., the data labeled 2016 reflect debt as of calendar year-end 2015).
In considering debt burden, our focus is largely on net tax-supported debt, which we characterize as debt secured by statewide taxes and other
general resources, net of obligations that are self-supporting from pledged sources other than state taxes or operating resources – such as utility or
local government revenues. We also examine gross debt, which captures debt supported by revenues other than state taxes and general resources.
This includes self-supporting general obligation (GO) debt, special assessment bonds, and contingent debt liabilities that may not have direct tax
support but represent commitments to make debt service payments under certain conditions (e.g., state guarantees and bonds backed by state moral
obligation pledges that have never been tapped).
The debt and debt service ratios of some states are relatively high because they issue debt for purposes that in other states would be financed
at the local level, such as for schools or mass transit. Some states’ debt service ratios rank higher than their debt ratios due to conservative debt
management practices, such as rapid debt amortization. Conversely, some states’ debt service ratios rank relatively lower due to the use of capital
appreciation bonds or long maturity schedules.
Exhibit 12

Comparison of NTSD and Gross Tax-Supported Debt (GTSD)

Source: Moody's Investors Service

These ratios have been calculated based on our definition of net tax-supported debt, debt service and total governmental revenues, and in most
cases will differ from a state’s own published calculations of debt limits or debt affordability. There is no correlation between our ratios and a state’s
compliance with its internal policies.
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Moody's Related Research
Rating Methodology:
US States Rating Methodology
Outlook:
US States 2016 Outlook - Moderate Revenue Growth Supports Fiscal Stability for Most States
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