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Municipal bonds have recently been identified as the next potential victim of the financial crisis 
by some industry observers as evidenced by consistently higher yields from September through 
December 2010.  This demand for higher yields has negatively impacted the new issue market.  
What is creating this situation and how can investors gain access to information to help them 
make more informed decisions and minimize risk?  
 
One of the biggest issues impacting the municipal bond market is the continued turmoil in the 
economy.  Tax receipts are down, and municipalities are under increasing pressure to meet all of 
their obligations, which include debt, payroll, and maintenance, among others.   
 
The situation faced by many municipalities has led to a significant amount of default chatter 
among market participants.  For example, Harrisburg, Pennsylvania has been close to missing 
interest payments on its general-obligation bonds and the city is struggling to meet payroll.  A 
high-profile New York law firm has offered their assistance, pro bono, to advise the city in 
connection with a possible bankruptcy filing.  This action stokes fears that a high-profile default 
may lead to other municipalities pondering the advantages of bankruptcy.  
 
Compounding the problems facing the municipal bond market was the bankruptcy filing by bond 
insurer Ambac.  Bond insurance once backed nearly half of all municipal issues, and its demise 
has left the industry struggling to conduct credit analysis on a large and varied pool of municipal 
credits. 
 
Furthermore, issuer pressure has led to a recalibration of Credit Rating Agencies’ ratings scales 
for municipal bonds.  This led to higher ratings for many municipal bonds and an increased 
concentration of ratings at certain levels.  Lost was some of the previous granularity between 
municipal credit ratings.  
 
As a result of these and other developments, it is critical that municipal bond investors gain 
access to a more complete set of information about the obligations of municipal issuers so they 
can make more informed investment decisions.  However, while most everyone knows that they 
need this information, the challenge is knowing where to find it. 
 
Interactive Data is committed to helping municipal bond investors by providing a starting point 
for gathering the critical information that they need.  With our Business Entity Service, clients 
can better understand the relationship between municipal issuers and their outstanding obligations.  
 



Following is a simple illustration of a Business Entity family tree.  The obligor of a municipal 
security may not be the same as the issuing entity, represented here by Companies C and D, but 
could be a parent entity, represented in this hierarchy as Company A. 
 
 
 
  

Company A
Ultimate Parent

Company B Company C Company D

5% Corp Bond ‘20
Common Stock

4% Muni Bond ‘25
6% Corp Bond ‘17

3% Muni Bond ‘18
Common Stock

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Historically, this relationship was not readily apparent to investors without conducting substantial 
manual research. With Interactive Data’s Business Entity Service, municipal investors can now 
easily view these relationships and obtain additional information.   
 
 

 
 



 
In this conduit financing example, Alabama Power Company is the corporate obligor for a 
Mobile, Alabama issued Industrial Development Bond (IDB).  A look at the Business Entity data 
for Alabama Power Company shows that The Southern Company is the ultimate parent for 
Alabama Power Company. 
 

 
 
 
 
 
In addition, The Southern Company is also the parent of several other issuing entities. 
 

 
 



By following the Business Entity data for the Mobile IDB, investors can better identify their 
credit exposure to the parent, The Southern Company.   Investors can also associate various 
Southern Company credits across municipal, corporate and equity security markets.   
 
Through comprehensive information that helps municipal bond investors understand the various 
obligations of municipal issuers and obligors, Interactive Data’s Business Entity Service can 
empower them to make informed decisions and more effectively mitigate risk. 

 
For additional information, please visit www.interactivedata.com or contact us at 
info@interactivedata.com.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Limitations 

This document is provided for informational purposes only. The information contained in this document is subject to change without notice 
and does not constitute any form of warranty, representation, or undertaking. Nothing herein should in any way be deemed to alter the legal 
rights and obligations contained in agreements between Interactive Data Pricing and Reference Data, Inc. and/or affiliates and their clients 
relating to any of the products or services described herein. Interactive Data Pricing and Reference Data does not provide legal, tax, 
accounting, or other professional advice. Clients should consult with an attorney, tax, or accounting professional regarding any specific 
legal, tax, or accounting situation. 

Interactive Data Pricing and Reference Data makes no warranties whatsoever, either express or implied, as to merchantability, fitness for a 
particular purpose, or any other matter. Without limiting the foregoing, Interactive Data Pricing and Reference Data makes no 
representation or warranty that any data or information (including but not limited to evaluations) supplied to or by it are complete or free 
from errors, omissions, or defects. 

Interactive DataSM and the Interactive Data logo are either registered service marks or service marks of Interactive Data Corporation in the 
United States or other countries. Other products, services, or company names mentioned herein are the property of, and may be the 
service mark or trademark of, their respective owners.  

 
   

http://www.interactivedata.com/
mailto:info@interactivedata.com

