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29 Days

Summary
• 29 days until the 2020 elections and the recent spread of COVID-19 is not 

likely to bring lawmakers closer to a fifth phase of COVID-19 relief.
• The Senate controls the path to a fifth phase agreement, and it is unlikely 

to occur before the election unless something significant changes in the 
landscape and influences the Senate to act.

• We have contemplated how different election results could impact the market 
and municipal bonds in Election 2020: Results Will Impact the Economy, 
Markets, and Municipal Bonds.

• New polling data is not only showing an improved outlook for former V.P. Joe 
Biden to take the White House, but forecasts continue to expect Democrats 
have a better than even chance (65%) to take the Senate. This is the scenario 
where we see the highest level of impact on municipals.

• Public finance downgrades will come, and they will likely outpace upgrades 
for years. It does not make sense to question the pace of what we inevitably 
will see occur. The true question(s) are where in the country they will (and 
will not) happen and the magnitude of credit deterioration and downgrades. 
Some parts of the country could be hit severely while others hardly at all. 

29 Days Until the Election, COVID-19 Relief Not Likely Unless Senate Moves
There are 29 days left until Election Day and what seemed as unforeseen 
circumstances to some and inevitable to others is now threatening to add another 
wrinkle to the run up to the Nov. 3, 2020 elections. The White House was once known 
as one of the most protected compounds in the world, yet the U.S. Secret Service 
nor the White House Coronavirus Task Force was unable to put measures in place to 
protect the president and other high ranking officials. Now the White House seems to 
be a central point of where COVID-19 has spread. At the end of last week and over 
the weekend we learned that several high-profile individuals and lawmakers, including 
President Trump and the first lady, were all diagnosed with positive cases of COVID-19. 
This morning, White House Press Secretary Kayleigh McEnany also tested positive for 
COVID-19. Washington, D.C. Mayor Muriel Bowser now says anyone traveling to DC 
from an updated list of 31 states “high-risk” states must self-quarantine for the next 
14 days.

Could the Spread Bring Lawmakers Closer on a Fifth Phase of COVID-19 Relief?
Now many are asking if the spread of COVID-19 in Washington will likely bring 
lawmakers closer to an agreement for a fifth phase of COVID-19 relief. The answer is 
probably not before the elections. A deal for COVID-19 relief is not a certainty before 
the Nov. 3 elections. And prospects for a fifth phase rely heavily on the result of the 
2020 elections.

Democrats, led by Speaker Nancy Pelosi, feel they have already compromised on a 
next phase by dropping their ask to $2.2 trillion from the $3 trillion included in the 
original version of their HEROES Act. At the end of last week, the House passed a $2.2 
trillion relief bill clearly signaling their negotiating stance. The White House is in the 
neighborhood of $1.5 trillion. The trouble is that the more significant roadblock is not 
the $700 billion difference between the House and the White House’s plans. Where 
the topic of potential relief is concerned, the Senate has been at a number closer to 
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The Senate controls the path to 
a fifth phase agreement, and it is 
unlikely to occur before the election 
unless something significant changes 
in the landscape and influences the 
Senate to act.
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between $1 trillion and their slimmed down proposal of $500 billion. The Senate’s 
position is more important and is likely the larger stumbling block to another phase of 
relief before the election.

Polling Data Continues to Strengthen in Favor of Former VP Biden
The polling data we are seeing continues to get better and reinforce the idea that 
former Vice President Joe Biden is likely to take the White House. Forty-nine percent 
of those polled thought that Biden performed better in last Tuesday’s debate. And the 
debate performance catapulted Biden’s numbers, now leading President Trump by 13 
points according to recent polls compared to the 8 point difference we saw in mid-
September, according to a NBC/WSJ poll.

Candidate
General National 
Favorability Poll

(Mid-Sept.)

Who Did a Better Job in 
the Debate?

General National
Favorability Poll (Now)

Change in General
National Favorability Poll  

(Mid-Sept. to Now)

Former VP Biden 51% 49% 53% 2%

President Trump 43% 24% 39% -4%

Difference 8% 25% 14%

Source: NBC News/WSJ Polls

Some market watchers are indicating stock market pricing reflects a reality where 
not only Biden takes the White House, but also where the Democrats are likely to 
take control of the Senate. We contemplated how different election outcomes would 
impact municipal bonds in our Sept. 29 commentary, Election 2020: Results Will 
Impact the Economy, Markets, and Municipal Bonds. Previously, we cited an Economist 
magazine analysis that forecasts a 67% chance that the Democrats will flip control of 
the Senate in their party’s favor. This FiveThirtyEight 2020 forecast is showing that the 
Democrats have a 65% chance of controlling the upper chamber after Nov. 3 as well.

It is under a “Blue Wave” scenario where Biden takes that White House and the 
Democrats control the Senate and hold the House where we see the most impact 
on the municipal bond market in the near term. Please see page 2 of Election 2020: 
Results Will Impact the Economy, Markets, and Municipal Bonds for more.

New York City Rewinding Reopening
At the end of June, many states and cities conducted a reopening rollback where they 
instituted a full or partial shutdown of activity in order to quell COVID-19 spread. A 
lack of economic activity was a key reason Moody’s downgraded both New York State 
and City at the end of last week. Now, New York City’s situation on the ground is likely 
to continue worsening as Mayor Bill de Blasio requested a shutdown of non-essential 
businesses and schools a step that could begin as early as Tuesday, Oct. 6. 

Downgrades Will Happen, Credit Deterioration Moves Slower 
Municipal bond downgrades have been and will continue occurring. Last month, we 
published our ratings expectation outlook in Public Finance Downgrades to Outpace 
Upgrades, Probably for Years. That is not a rosy, but a realistic picture of how things 
will shape up in the coming months and years. There are those looking for quicker 
action by the rating agencies. While there are going to be differences with how local 
governments are able to manage credit stress, the magnitude of the credit stress is 
going to differ significantly region to region, state to state, and city to city.

The polling data we are seeing 
continues to get better and reinforce 
the idea that former Vice President 
Joe Biden is likely to take the White 
House.

It is under a “Blue Wave” scenario 
where Biden takes that White House 
and the Democrats control the 
Senate and hold the House where 
we see the most impact on the 
municipal bond market in the near 
term.

While there are going to be 
differences with how local 
governments are able to manage 
credit stress, the magnitude of 
the credit stress is going to differ 
significantly region to region, state to 
state, and city to city.
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Public Finance Downgrades Will Outpace Upgrades, Probably for Years
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Public finance sector downgrades 
outpaced upgrades from 2009-2014 

Source: Moody’s Investor Service and HilltopSecurities.

April 2009 was the first time Moody’s Investor Service assigned a “Negative” outlook 
to the entire local government sector in U.S. public finance. That was mostly a result of 
the strain expected from the housing market collapse. It took years for these strains to 
work their way through each level that could potentially impact public finance.

This time around it was May of 2020 when Moody’s assigned a “Negative” outlook to 
the local government sector in U.S. public finance. The rating agency indicated they 
see challenges continuing in 2020 and into 2021. There is likely to be a very uneven 
impact to local government finances this time around. Some states and cities are 
going to see revenues heavily impacted, others may only experience a small amount 
of deterioration, and some could see a neutral impact. It takes time for these types of 
factors to play out. Rating downgrades will come.

In May 2020, Moody’s assigned 
a “Negative” outlook to the local 
government sector in U.S. public 
finance. The rating agency indicated 
they see challenges continuing in 
2020 and into 2021.
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Recent HilltopSecurities Municipal Commentary
• President Trump Tests Positive, October 2, 2020
• Election 2020: Results Will Impact the Economy, Markets, and Municipal 

Bonds, September 29, 2020
• How Long Will We Work From Home?, September 25, 2020
• Rush to Market Continues, $14 Billion of Municipal Issuance Coming Next 

Week, September 18, 2020
• "March to Common Ground" Bipartisan Proposal Calls for $500 Billion for 

State/Local Governments, September 15, 2020
• Municipal Issuers Rushing to Market Before Election “Month”, September 14, 

2020
• Watching How U.S. Fiscal and Monetary Policy Impacts the Municipal Bond 

Market, September 8, 2020
• In a K-Shaped Recovery, Governments and Non-Profits Could Be Among Those 

That Fade, September 4, 2020
• Hotel California (Such a Lovely Place), Unique Tax Policies Under Consideration, 

September 2, 2020
• State and Local Aid is Key Roadblock, Says COS Meadows, But Offers $300 

Billion, September 1, 2020

Readers may view all of the HilltopSecurities Municipal Commentary here.
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