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Overview

� Link between interest rates on municipal debt and 

funding situation pension funds at state level U.S.

� Panel data, reduced form approach

� Extensive robustness/sensitivity analysis

� Relevance
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Ad Descriptives

� Extensive description data, but mainly cross sectional

� What about (more detailed) developments over time?

� Link Municipal Yields and Treasury Yield over time?

� Effect Financial Crisis?

� Effect Monetary Policy?
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Ad Descriptives
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Ad Model

Baseline Model:

� What about taxes?

� What about liquidity?

� What about credit risk?
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Ad Reduced Form Approach

� Model = Reduced Form

� What about a Structural Form?
� Real Interest Rate & Inflation Expectations & State Effects & …

� Interpretation parameters
� “…because investors have become more risk averse”

� Monetary Policy (in particular since financial crisis) 
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Ad Econometric Specification

� Time effect seems to be captured by treasury yield

� What about possible (remaining) cross-sectional dependence?

� Lagged dependent variable

� What about possible (remaining) cross-sectional dependence?

� Endogeneity issues

� Regime shifting
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Before and After the Crisis
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