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Maryland keeps triple-A bond rating ahead of $1.1 billion bond 
sale 
By Holden Wilen  
Baltimore Business Journal 
Jul 15, 2020 
  
Maryland has retained its triple-A bond rating from the three main bond ratings agencies ahead of an 
upcoming sale of $1.1 billion in general obligation bonds. 

Proceeds from the bonds will be used to finance capital projects and improvements such as public 
schools, community colleges, university projects and hospitals, according to a news release from 
Maryland State Treasurer Nancy Kopp's office. The Board of Public Works, which consists of Kopp, Gov. 
Larry Hogan and Comptroller Peter Franchot, will preside over the bond sale on July 22. 

Maryland maintained its triple-A rating despite the impact of the Covid-19 pandemic and is one 13 
states to have the highest-possible rating. The agencies — S&P Global Ratings, Moody's Investors 
Service and Fitch Ratings — categorized Maryland's outlook as "stable" while cautioning about possible 
challenges that could lie ahead. 

A top rating helps the state save money by allowing it pay a lower interest rate on its bonds. A lower 
rating means the state would have to pay a higher interest rate to make up for additional perceived risk 
being taken on by investors. 

“We are pleased that even with the many challenges Maryland faces as a result of Covid-19, the rating 
agencies recognize that the state’s steady commitment to prudent, proactive fiscal management and 
the reserves it has built up over the last decade have put it in a strong position to weather the crisis," 
Kopp said in a statement. "Furthermore, Maryland’s dynamic economy, highly educated workforce and 
above average wealth and income levels will help to accelerate our eventual recovery.” 

The Maryland Comptroller's Office predicts the state budget will face a revenue shortfall between $925 
million and $1.1 billion for the fiscal year that ended June 30. By fiscal 2022, the shortfall could grow to 
as much as $4 billion. 

Moody's, in providing its rationale for Maryland's rating, said that while the pandemic "presents serious 
challenges," the agency does not see "any material immediate credit risks" for the state. Proactive fiscal 
management by the state's leaders enables it to make midcourse corrections and weather economic 
cycles, Moody's said in its analysis. 

On the downside, Moody's warned that growth in fixed costs for pensions, debt service and retiree 
health benefits will continue to be challenges. 



Fitch recognized the recent actions of the state in utilizing a mix of spending cuts, federal aid and limited 
draws on its reserve funds to respond to the crisis. The agency also noted the ability of the Board of 
Public Works to reduce appropriations up to 25% without legislative approval. 

"The state made considerable use of this powerful budget management tool during the Great Recession 
and has done so several times already in this downturn," the agency said in its analysis. 

Earlier this month the Board of Public Works approved $413 million in budget cuts. Hogan's 
administration plans to bring more cuts to the table in the coming weeks and months. 

Fitch noted that the General Assembly will also convene next spring and will likely take additional action, 
including overriding Hogan's vetoes of several bills that would generate more revenue for the state. 

The biggest risk to the state is if a "severe economic contraction" extends into the second half of the 
year or beyond and makes revenue decline more than anticipated. If the decline is steep enough, it 
could erode the state's gap-closing ability. 

Similarly to the other agencies, S&P said the state has "demonstrated proactive action to date to 
alleviate fiscal pressures." 

However, the agency said potential revenue shortfalls elevate the political uncertainty around 
expenditure reductions because a hiring freeze and additional $845 million in proposed cuts are not 
sufficient to completely close the gap. 

The state may have to use $670 million from its rainy day fund, S&P said, and the agency does not 
expect sweeping budget cuts to mitigate the revenue shortfall. 

A balanced approach toward managing the state's fiscal pressures will be a key credit consideration," 
S&P said. 

The reports by the ratings agencies show how critically the state needs the federal government to step 
up with additional aid in another stimulus package, Kopp said. As chair of the National Governors 
Association, Hogan has been leading the charge in asking the Trump administration and Congress for 
more funding. 

"Without this aid, it will be even more difficult to avoid cuts to the critical services that the state owes 
Marylanders, such as education, healthcare, and infrastructure projects," Kopp said. "In the long run, 
such painful cuts would only serve to prolong the economic downturn and make our state and country 
weaker." 

The bond sale itself will also help close the budget gap. The sale includes $540 million of tax-exempt 
bonds and up to $463.1 million in refunding bonds. Kopp's office anticipates that the refunding bonds 
will generate more than $50 million in debt service savings to be achieved primarily in the current fiscal 
year.  
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