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New York City stands as America’s
largest municipal economy with
unmatched commercial depth and
financial resilience.' Strong fiscal
governance, diverse revenue streams
and conservative budgeting practices
provide stability. While facing federal
policy uncertainties and demographic
shifts, the city maintains robust
market access and high-quality credit
fundamentals.

ECONOMIC SCALE DRIVES
MUNICIPAL RESILIENCE

With a population exceeding 8.4 million — larger
than 38 states — New York City’s annual gross
city product of $1.2 trillion surpasses 45 states’
economies. The finance sector comprises 24% of
gross city product, while growth in technology, life
sciences and health care has diversified high and
middle-wage employment. The city’s $1.6 trillion
property tax base features broad diversification,
with top ten taxpayers representing just 10.7% of
assessed value.

The Covid pandemic caused a population decline
of 450,000 through July 2022, but growth has
resumed with 120,000 added through July 2024.

Office vacancy rates of 12.7% remain elevated but
are declining, with limited revenue impact since
office properties generate less than 6% of tax
revenue. Residential real estate growth has offset
commercial losses, with assessed value now 13%
above pre-pandemic peaks. Forecasted assessed
value growth of 4.5%, 2.8% and 2.9% in fiscal years
(FY) 2027—2029 demonstrates continued strength
in the property tax base that anchors the city’s
revenue structure.
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BOND ISSUANCE DEMONSTRATES
MARKET LEADERSHIP

New York City is a frequent issuer of municipal
debt. During FY24, New York City and the
Transitional Finance Authority (TFA) came to
market nine times, issuing $12.6 billion of bonds.
According to The Bond Buyer, the city’s bonds
comprised nearly 25% of the $52 billion in debt
issued by all New York state and local governments
and nearly 3% of all municipal debt issued
nationally. If New York City were a state, it would
rank as the eighth largest municipal debt issuer.

The city’s borrowing pace is expected to continue,
with its 10-year capital strategy covering FY26—35
including $169.5 billion of targeted capital
commitments. This reliance on municipal markets
creates strong incentives to maintain credit quality
and market access.

Consistent with safeguarding market access,

New York City maintains a diverse debt portfolio
of high credit quality. The city’s primary financing
vehicles are general obligation bonds (GO; rated
Aa2/AA/AA by Moody’s/S&P/Fitch) and Future
Tax Secured bonds (FTS; rated Aa1/AAA/AAA),
representing 40% and 48% of total outstanding
debt, respectively, in FY24.

The city comptroller and mayor jointly approve
debt issuance. While voter approval is not required
for GO or TFA FTS bonds, statutory limits apply.
The New York State Constitution limits GO debt to

10% of the most recent five-year average of taxable
real estate. The recently amended Transitional
Finance Authority Act permits $30.5 billion of
outstanding FTS bonds and additional FTS debt,
provided additional indebtedness stays within
constitutional limits.

The city had $41.7 billion of GO debt and $49.9
billion of TFA debt outstanding as of 30 June
2024, with capacity for another $41 billion before
reaching statutory limits (Figure 1).

BONDS OFFER STRONG
SECURITY FEATURES

New York City’s debt attracts investors through
robust security mechanisms. GO bonds are
backed by the city’s full faith and credit, payable
from unlimited property tax revenues. Under

the 1975 Financial Emergency Act, property

taxes flow directly into the General Debt Service
Fund, administered by the state comptroller,
ensuring debt service payment before any revenue
release to the city.

TFA bond security structure: TFA FTS bonds
hold subordinate liens on city resident personal
income tax, with sales taxes as backup if coverage
falls below 1.5x debt service (never required).

In 2024, pledged revenues provided strong

7.28x coverage.

Figure 1: The city’s primary financing vehicles are GO and FTS bonds
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Source: New York City Comptroller, Annual Report of Capital Debt and Obligations, 30 Jun 2024.
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Revenue collection and flow: The state collects
both revenue streams and forwards them to the
state comptroller. PIT revenues flow monthly to
the bond trustee, who reserves debt service funds
before releasing excess to the city.

Rate setting protection: Any changes in income
or sales tax rates require New York State legislative
action and gubernatorial approval, providing
additional revenue stability for bondholders.

CRISIS RESPONSE CREATED
GOVERNANCE STRENGTH

New York City’s financial framework was
transformed by the 1970s fiscal crisis when the
state created a Financial Control Board with
permanent oversight powers. This crisis-born
governance structure mandates:

e Balanced budgets: The city must adopt
a balanced budget and end each year
without a deficit.

* Long-term financial planning: The city
must prepare a four-year financial plan, updated
quarterly. The plan must remain balanced for the
current fiscal year, and the following fiscal year
must be balanced by January.

e Limits on short-term debt: Short-term debt
is limited to 90% of available taxes or revenues
designated to repay the debt and must mature
within the fiscal year.

e Timely annual audits: The city’s annual
audit must be completed within four months of
the fiscal year-end in accordance with generally
accepted auditing standards.

The Board successfully restored fiscal balance by
1986 and continues quarterly monitoring today,
with authority to reimpose controls if needed.

CREDIT QUALITY WITHSTANDS
ECONOMIC SHOCKS

New York City has maintained general fund
surpluses before discretionary transfers every
year since 1981, demonstrating remarkable
resilience through major crises including 9/11,
the Great Recession and the Covid pandemic.
This consistent performance reflects strong
fiscal oversight, conservative budgeting and
economic depth.

The Covid pandemic brought steep revenue declines
and emergency expenditures, yet federal relief
funds and proactive financial planning preserved
strong credit quality. For over 25 years, the city has
maintained mid-to-high investment grade ratings,
demonstrating its ability to withstand economic
disruptions and adapt fiscal strategies to safeguard
long-term stability (Figure 2).

Figure 2: The city has maintained mid-to-high investment grade ratings

New York City GO bond rating history
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Data source: S&P Global Ratings, Moody's Ratings, and Fitch Ratings, 2000-2025. Performance data shown represents past performance and does not predict or
guarantee future results. AAA AA A, and BBB are investment grade ratings; BB,B, CCC/CC/C and D are below-investment grade ratings. Different benchmarks, economic periods,

methodologies and market conditions will produce different results.
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CONSERVATIVE BUDGETING
SUPPORTS PERFORMANCE

New York City maintains fiscal strength through
conservative revenue projections. The city typically
forecasts sizable deficits in latter financial plan
years, which are eliminated as expenditures are
controlled and revenues exceed projections.
According to the Fiscal Policy Institute, from 2014
to 2023, the city’s financial plans projected average
budget gaps of 6.1%, while revenues exceeded
projections by an average of 6.4%.

These conservative forecasts provide the foundation
for the Mayor’s Office of Management and Budget
to control spending through its Program to
Eliminate the Gap (PEG). Recent 5% departmental
cuts due to asylum seeker costs were partially
restored as revenues outperformed and costs
declined, demonstrating budgeting effectiveness.

PERFORMANCE STABILITY
MAINTAINS RESERVES

New York City has historically maintained thinner
reserves, but these have remained steady due

to stable financial performance. The city’s total
general fund balance was $4.0 billion in FY24,

or 3.6% of general fund revenue, consistent with
reserve levels over the last five years. Including
fund balances in general debt service and non-
major debt service funds, reserves increase to $8.5
billion, or 7.5% of general fund revenue.

New York City established a Revenue Stabilization
Fund in FY21 categorized as “committed” within the
general fund balance. The city maintained $2 billion,
or 1.8% of general fund revenue, in the Rainy Day
fund at FY24 close, with these reserves expected to
remain stable through FY25 and FY26. No more
than 50% of the fund may be withdrawn annually
unless the mayor certifies compelling fiscal need.

The city’s adopted $112.4 billion FY25 budget
increased 5% from the prior year, accounting for
labor costs, inflation and asylum seeker support.
Revenues were revised upward multiple times due
to stronger economic growth, while expenditures
increased less, resulting in an expected $3.8 billion
surplus. Following city practice, this surplus will
pre-pay FY26 debt service.

The city council adopted its $115.9 billion fiscal
2026 budget in June 2025, which is balanced
including pre-payments from fiscal 2025.
Expenditures are only $3.5 billion (3%) higher than
original fiscal 2025 levels and $4.9 billion (4%)
lower than revised year-end estimates.

Projected outyear gaps of $5.0 billion (4.1%),
$6.1 billion (4.8%) and $6.0 billion (4.6%) for
fiscals 2027—2029 align with prior financial
plans, which the city’s OMB has effectively
closed historically.

REVENUE DIVERSITY
SUPPORTS STABILITY

New York City’s general fund draws from a diverse
revenue portfolio consisting of property taxes
(30%), personal income and pass-through-entity
taxes (15%), corporate income taxes (9%) and sales
taxes (9%). The city also relies on state categorical
grants (16%) and federal aid (6%) (Figure 3). This
revenue diversity provides fiscal insulation against
declines in any single revenue stream.

Property tax assessment limits (6% annual
increases for single-family homes, five-year phase-
ins for commercial properties) enhance revenue
stability by smoothing valuation changes. Notably,
New York State’s property tax cap excludes New
York City, allowing rate increases through city
council votes.

Figure 3: The General Fund draws from various
revenue sources

New York City General Fund revenues, FY26 budget

® Real estate taxes 30.3%
® Sales and use taxes 9.2%
® Personal income tax 15.5%
@ Other income taxes 9.4%
® Other taxes 5.7%
Federal categorical aid 6.4%
State categorical aid 16.4%
® Other income 7.0%

Data source: New York City FY2026—FY2029 Financial Plan, 30 Jun 2025.
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The city’s personal and corporate income taxes
require the state legislature to authorize rate
adjustments. The city’s personal income tax
features four brackets compared to the state’s
nine, with the highest rate of 3.876% applying to
taxable income above $50,001 for single filers.
This contrasts with the state’s top rate of 10.9% on
income exceeding $25 million. City residents pay
this tax in addition to state income tax.

Even with a tax structure that does not heavily
target top earners, the city relies on high-income
taxpayers and Wall Street bonuses. According to
the NYC Independent Budget Office, the top 1%
of income tax filers comprised 36% of income tax
liability in 2022, rising to 44% in 2021 when Wall
Street bonuses reached record highs.

In 2023, financial activities represented 10.9% of
city employment but 25.1% of resident earnings
and 24% of gross city product — significantly
above national averages of 4.5%, 9.6% and

7.3%, respectively.

New York City levies a 4.5% sales tax, which
consumers pay alongside New York State’s 4%
sales and use tax and the Metropolitan Commuter
Transportation District’s 0.375% surcharge,
totaling 8.875%. Like with income taxes, the state
authorizes the city’s sales tax, requiring state
legislative approval for rate adjustments, and
providing additional revenue stability through this
governance structure.

DEBT OBLIGATIONS EXCEED PEER
LEVELS

New York City’s debt burden is high compared

to most municipalities. Total outstanding tax-
supported debt, including TFA FTS bonds

and lease obligations, reached $116 billion at
FY24 close, equivalent to 7.9% of full value and
$14,092 per capita. However, this higher burden
partially reflects the city’s unusually broad service
scope — it provides services typically handled

by three separate governments: county, city and
school district.

Debt relative to budget provides a better burden
measurement. At fiscal 2024 close, tax-supported
debt equaled 95% of total governmental fund
revenues, with debt service comprising 10.6% of
city tax revenues — more moderate levels. Variable
rate debt represents 7.2% of obligations, with
average repayment schedules (50% of GO debt and
42% of TFA debt mature within ten years).

New York City participates in five well-funded
pension plans with an 85.5% combined funded
ratio, exceeding the 80% median for U.S. local
government pensions in 2024. Consistent
actuarially determined contributions have
supported strong funding levels.

However, New York City faces long-term financial
pressure from $98 billion in other post-employment
benefits (OPEB) liabilities. The city maintains only
$5 billion in OPEB trust funds — sufficient for less
than two years of payments — requiring a pay-as-
you-go funding approach. Recent court decisions
have complicated cost-containment efforts, blocking
both a transition to Medicare Advantage plans that
would have saved $600 million annually and the
elimination of one OPEB plan option, though the
latter ruling is under appeal to the Court of Appeals.

POLICY CHANGES CREATE FUTURE
CHALLENGES

The primary near-term risk to New York City’s
financial health is an economic downturn, but
conservative budgeting has mitigated much of
this risk. The city forecasted modest 1.2% tax
revenue growth in fiscal 2026, positioning for

New York City’s debt burden is high,
but it provides services typically handled by
three separate governments: county, city and
school district.
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outperformance that could assist in pre-funding
fiscal 2027 expenditures if economic conditions
remain stable. Long-term housing affordability
poses additional risks by potentially deterring
in-migration and accelerating out-migration as
residents seek more affordable alternatives.

Recent federal Medicaid and SNAP changes
(effective January 2027) create challenges through
increased state costs that may reduce NYC aid,
new administrative costs for work requirement
verification, and higher demand for city services
from reduced federal benefits.

The federal government has identified New York
City among cities potentially facing aid reductions
or federal intervention. The city’s sanctuary policies
conflict with federal immigration enforcement
priorities, while the Department of Transportation
opposes congestion pricing and has threatened

to withhold federal grant funding. A court order
currently prevents federal fund withholding during
ongoing litigation.

Despite these headwinds, New York City remains
well-positioned to withstand potential federal

cuts, as federal categorical grants comprise just
6.4% of the city’s fiscal 2026 budget. The city’s
diversified revenue base, conservative budgeting
practices and strong fiscal governance framework
provide substantial insulation against federal policy
changes and economic volatility.

ECONOMIC STRENGTHS
SUSTAIN STABILITY

Despite federal policy headwinds and economic
uncertainties, New York City’s fundamental
strengths — unrivaled economic scale, global
financial center status and proven fiscal
framework — position it for continued stability.

Through the fiscal oversight framework established
under the Financial Emergency Act, the city

has demonstrated strong financial management
across multiple economic cycles and a consistent
track record of maintaining investment-grade
ratings during major crises — including 9/11, the
Great Recession and the pandemic. This history
provides confidence in the city’s ability to navigate
future challenges.

The city’s conservative budgeting practices,
diversified revenue portfolio and substantial
remaining debt capacity of $41 billion create
fiscal flexibility to address emerging pressures.
This, combined with the strong incentive to
maintain market access as one of the nation’s
largest municipal bond issuers, makes New York
City well-positioned to preserve its financial
stability while adapting to evolving economic and
policy conditions.
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