
State of the States: 

How Do They Rank?

Eaton Vance Municipal Research Team

December 2025

Unless otherwise indicated, all information is as of 9/30/2025



No content left

of this line

No content left

of this line

No content right

of this line

No content right

of this line

Place content
below this line

Place content

below this line

2

Source and
Footnotes Guideline

This presentation is for informational and illustrative purposes only. This material does not constitute investment advice and should not be viewed 

as a current or past recommendation or a solicitation of an offer to buy or sell any particular securities or to adopt any investment strategy. This 

information has been prepared on the basis of publicly available information, internally developed data and other third-party sources believed to be 

reliable. However, no assurances are provided regarding the reliability of such information and Eaton Vance has not sought to independently verify 

information taken from public and third-party sources.

Any investment views and market opinions/analyses expressed constitute judgments as of the date of this presentation and are subject to change 

at any time without notice based upon market or other conditions, and Eaton Vance disclaims any responsibility to update such views. Different 

views may be expressed based on different investment styles, objectives, views or philosophies. These views may not be relied upon as 

investment advice and, because investment decisions are based on many factors, may not be relied upon as an indication of trading intent on 

behalf of any Eaton Vance product. This presentation may contain statements that are not historical facts, referred to as "forward looking 

statements.” Actual future results may differ significantly from those stated in any forward-looking statement, depending on factors such as 

changes in securities or financial markets or general economic conditions.

Rankings are relative and subjective and are not absolute standards of quality. Rankings do not remove the risk of loss.

Important Information and Disclosure
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Some states continue to deal with large underfunded pensions, 

escalating Medicaid costs, and outmigration.

• Unfunded pension liabilities remain large, nevertheless, adjusted 

net pension liabilities have declined over the past five years as 

higher returns and higher interest rates push total liabilities down.  

• Medicaid costs remain substantial, with total Medicaid spending 

averaging 28% of state budgets.

• Outmigration/demographics from some states has not yet had a 

major impact, but the trend is concerning for future revenues.

• Climate change remains a challenge for most states. 

Environmental risks are escalating, and the frequency of extreme 

nature events is increasing.

Summary

Sources:  Rainy day fund balances from NASBO. Revenue growth from Bank of America, individual state monthly tax reports, NASBO. Pension liabilities from Moody’s, Sector In-Depth report. Medicaid spending data from 
Medicaid and CHIP Payment and Access Commission, FY 2023 data. 

• Rainy day fund balances are in a position of strength with the 

median state now at 13% of expenditures in 2025, near the record 

high of 15%. 

• For FY 2025, 34 states reported revenue receipts exceeding 

original estimates, 9 were on target, and 7 were below original 

estimates. 

However, many uncertainties remain:

• How will tariffs affect various state economies?

• With the federal government pulling back on Medicaid funding, 

how much, if any, will states backfill? 

• With reduced federal funding for SNAP, how will States address 

this cost?

• What would happen should the federal government reduce or 

eliminate FEMA aid? What would be the impact to states?

• These potential costs may not have an immediate impact to states. 

Some will be rolled out slowly with major impacts in 2027 and 

beyond.

CREDIT OUTLOOK:

Stable
for most states
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Unfunded pension and other post employment benefit (OPEB) liabilities are over 2X larger 

than debt burdens

Why Are Some States Challenged?

Source: Debt is net tax supported debt (“NTSD”) per Moody’s. NTSD, unfunded pension liabilities, states’ share of estimated pension liabilities, states’ pension plan discount rates, and OPEB liabilities from Moody’s “State 
pension liabilities continue to decline, improving leverage metrics” September 2025.

Unfunded Pension 

and OPEB  

$1.60 trillion

Net Debt

$630 billion

For more on the challenges of unfunded pensions and OPEB,  please see the Appendix.
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Debt and unfunded liabilities represent only one aspect of municipal credit quality

There’s More to the Credit Story

An evaluation of a municipal issuer’s credit quality should also include quantitative and qualitative factors:

• Financial performance

• Economy and wealth

• Budgetary outlook and flexibility

While we have focused on state data in this presentation, there are over 40,000 different local general 

obligation (GO) and essential service credits. 

• In some highly ranked states, there are certain local issuers that may pose a credit risk

• Conversely, in some low-ranking states, certain local issuers may exhibit strong credit characteristics

Independent, professional credit research is more important than ever in navigating the vast, disparate 

municipal bond market.



Ranking Results
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Important Notes About Our Rankings

 
• Rankings are on a 1-51 scale, with 1 as most positive and 51 as most negative.

• Although we don’t provide our proprietary credit rating for each state, many states score closely together. 

• We use eight color codes to group states, as large differences in ranking may not necessarily reflect differences in 

credit quality. 

• States in the same color-coded group should be considered similar in credit quality.
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Summary Rankings
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Detailed Rankings

RANK STATE VALUE RANK VALUE RANK VALUE RANK VALUE RANK VALUE RANK VALUE RANK VALUE RANK

1 NORTH DAKOTA 2.7% (13) 56.7% (51) 55.5% (34) 299.5% (1) 1254 (3) 2.5% (2) $  83,095 (11)

2 NEBRASKA 1.1% (1) 125.6% (25) 73.9% (6) 60.7% (10) 293 (5) 2.9% (6) $  80,977 (16)

3 TENNESSEE 1.3% (2) 295.2% (2) 76.5% (5) 30.9% (34) 208 (13) 3.6% (20) $  74,305 (28)

4 SOUTH DAKOTA 1.5% (5) 136.5% (19) 81.3% (3) 70.3% (6) 248 (9) 1.9% (1) $  78,804 (20)

5 UTAH 1.7% (6) 163.0% (9) 72.6% (7) 30.4% (36) 281 (6) 3.3% (11) $  89,775 (4)

6 WYOMING 2.8% (14) 80.5% (47) 65.3% (18) 126.8% (2) 2255 (2) 3.3% (16) $  79,845 (18)

7 IDAHO 2.4% (11) 94.3% (39) 70.6% (11) 77.2% (4) 111 (39) 3.7% (24) $  74,711 (27)

8 OKLAHOMA 1.8% (7) 164.8% (8) 70.7% (9) 42.8% (20) 269 (7) 3.2% (10) $  73,957 (29)

9 VIRGINIA 3.6% (19) 136.6% (18) 65.4% (16) 45.3% (16) 174 (19) 3.3% (13) $  90,252 (2)

10 MINNESOTA 3.6% (20) 145.0% (16) 67.1% (15) 48.8% (14) 189 (16) 3.3% (13) $  92,554 (1)

11 GEORGIA 2.5% (12) 243.8% (4) 61.0% (24) 39.8% (21) 213 (11) 3.6% (19) $  80,718 (17)

12 FLORIDA 2.1% (8) 109.9% (32) 63.6% (20) 53.9% (12) 181 (18) 3.7% (22) $  70,167 (37)

13 IOWA 1.5% (3) 117.0% (28) 70.7% (10) 37.3% (27) 153 (25) 3.5% (17) $  81,546 (14)

14 DELAWARE 14.9% (43) 115.5% (31) 68.4% (14) 66.7% (7) 210 (12) 4.0% (31) $  81,310 (15)

15 NORTH CAROLINA 2.4% (10) 159.8% (13) 68.7% (13) 31.0% (33) 137 (29) 3.7% (23) $  71,476 (35)

16 TEXAS 5.3% (27) 87.2% (45) 57.7% (28) 37.9% (26) 147 (27) 4.1% (33) $  82,836 (12)

17 INDIANA 2.3% (9) 251.5% (3) 59.6% (25) 37.2% (28) 69 (49) 3.9% (29) $  76,979 (25)

18 OREGON 7.4% (30) 93.9% (40) 65.3% (17) 33.7% (30) 158 (23) 4.7% (42) $  71,937 (32)

19 WASHINGTON 4.8% (25) 525.0% (1) 84.1% (1) 17.0% (45) 138 (28) 4.4% (37) $  83,218 (9)

20 OHIO 3.2% (16) 92.1% (43) 62.2% (21) 38.9% (24) 127 (33) 4.8% (45) $  73,892 (30)

21 MONTANA 7.0% (29) 139.0% (17) 56.6% (30) 74.2% (5) 254 (8) 2.8% (4) $  73,217 (31)

22 NEW YORK 5.9% (28) 79.5% (48) 79.0% (4) 53.6% (13) 127 (34) 4.2% (34) $  67,608 (42)

23 WISCONSIN 3.3% (17) 92.6% (42) 82.1% (2) 11.7% (49) 113 (37) 3.1% (9) $  77,451 (23)

24 SOUTH CAROLINA 8.2% (35) 146.0% (15) 46.6% (44) 81.6% (3) 169 (21) 4.3% (36) $  70,558 (36)

25 ARKANSAS 4.1% (24) 99.2% (38) 61.5% (23) 44.0% (18) 149 (26) 3.7% (21) $  65,595 (45)

26 MISSOURI 3.9% (22) 117.5% (27) 45.5% (45) 33.5% (31) 158 (22) 3.9% (29) $  77,438 (24)

DEBT, ADJUSTED 

PENSION & OPEB AS 

A % OF GDP

TREAD WATER 

CONTRIBUTION %

ADJUSTED PENSION 

LIABILITY-FUNDED 

RATIO

GENERAL FUND 

BALANCE AS A % OF 

REVENUES 

GOVERNMENTAL 

FUNDS LIQUIDITY

(DAYS CASH)

STATE 

UNEMPLOYMENT 

RATE

MEDIAN HOUSEHOLD 

INCOME
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Detailed Rankings (cont'd)
DEBT, ADJUSTED 

PENSION & OPEB AS 

A % OF GDP

TREAD WATER 

CONTRIBUTION %

ADJUSTED PENSION 

LIABILITY-FUNDED 

RATIO

GENERAL FUND 

BALANCE AS A % OF 

REVENUES 

GOVERNMENTAL 

FUNDS LIQUIDITY

(DAYS CASH)

STATE 

UNEMPLOYMENT 

RATE

MEDIAN HOUSEHOLD 

INCOME

RANK STATE VALUE RANK VALUE RANK VALUE RANK VALUE RANK VALUE RANK VALUE RANK VALUE RANK

27 NEW HAMPSHIRE 3.2% (15) 134.9% (20) 55.1% (35) 30.2% (37) 111 (38) 3.0% (7) $  85,842 (8)

28 COLORADO 3.3% (18) 105.4% (36) 50.7% (39) 14.3% (47) 114 (36) 4.5% (39) $  90,039 (3)

29 CALIFORNIA 8.6% (36) 146.6% (14) 58.9% (26) 32.5% (32) 108 (42) 5.5% (49) $  67,698 (41)

30 MICHIGAN 4.9% (26) 162.2% (10) 65.2% (19) 24.1% (40) 104 (44) 5.2% (48) $  78,967 (19)

31 MASSACHUSETTS 17.1% (46) 125.3% (26) 50.6% (40) 26.8% (39) 53 (50) 4.5% (40) $  71,771 (33)

32 ALABAMA 4.0% (23) 90.6% (44) 47.3% (43) 62.3% (9) 196 (15) 3.1% (8) $  70,008 (38)

33 MARYLAND 12.7% (42) 109.1% (34) 58.7% (27) 23.6% (41) 9 (51) 3.3% (15) $  88,087 (5)

34 ALASKA 10.4% (41) 116.7% (29) 56.9% (29) 66.2% (8) 2650 (1) 4.7% (41) $  71,526 (34)

35 NEW MEXICO 7.8% (33) 78.5% (49) 51.7% (37) 59.6% (11) 911 (4) 4.3% (35) $  66,302 (44)

36 KANSAS 7.6% (32) 116.5% (30) 56.2% (31) 46.6% (15) 124 (35) 3.8% (26) $  81,801 (13)

37 ARIZONA 1.5% (4) 130.0% (23) 62.2% (22) 10.1% (50) 72 (48) 4.0% (32) $  69,442 (39)

38 NEVADA 3.7% (21) 71.8% (50) 55.7% (33) 21.1% (42) 155 (24) 5.5% (51) $  75,410 (26)

39 VERMONT 16.5% (45) 131.9% (22) 48.6% (41) 39.1% (23) 108 (43) 2.5% (3) $  68,683 (40)

40 WEST VIRGINIA 10.0% (39) 212.9% (5) 69.2% (12) 30.8% (35) 170 (20) 3.9% (27) $  65,591 (46)

41 LOUISIANA 7.5% (31) 179.8% (7) 56.1% (32) 39.5% (22) 216 (10) 4.5% (38) $  65,030 (47)

42 MAINE 8.7% (37) 187.6% (6) 71.6% (8) 19.5% (44) 111 (40) 3.3% (12) $  63,516 (48)

43 CONNECTICUT 29.3% (50) 132.7% (21) 43.2% (46) 16.1% (46) 82 (47) 3.5% (18) $  83,194 (10)

44 MISSISSIPPI 8.1% (34) 84.3% (46) 43.1% (47) 44.6% (17) 199 (14) 3.8% (25) $  62,904 (49)

45 HAWAII 22.6% (47) 100.1% (37) 47.8% (42) 36.2% (29) 186 (17) 2.9% (5) $  53,144 (50)

46 RHODE ISLAND 10.1% (40) 161.2% (11) 52.3% (36) 11.8% (48) 110 (41) 4.7% (42) $  78,094 (22)

47 PENNSYLVANIA 10.0% (38) 127.3% (24) 51.1% (38) 20.7% (43) 128 (32) 3.9% (28) $  78,273 (21)

48 KENTUCKY 16.2% (44) 107.6% (35) 41.5% (48) 43.4% (19) 103 (45) 5.0% (47) $  67,478 (43)

49 NEW JERSEY 27.0% (49) 109.6% (33) 25.9% (50) 38.8% (25) 134 (30) 4.8% (46) $  87,793 (6)

50 ILLINOIS 23.5% (48) 92.8% (41) 33.5% (49) 3.4% (51) 90 (46) 4.7% (44) $  86,275 (7)

51 PUERTO RICO 54.0% (51) 159.9% (12) 0.0% (51) 27.4% (38) 130 (31) 5.5% (50) $  24,484 (51)



Key Findings
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• Which states are most exposed to the shifting tariff 

environment?

• Which states are most exposed to global imports?

• Which states are most exposed to changes in federal 

SNAP support?

• How could reduced FEMA aid impact states’ debt 

burdens?

• How are states managing their debt load?

• How heavy are debt and unfunded pension   burdens?

• Which states are most pressured by debt, pension and 

OPEB liabilities?

• How do debt, pension and OPEB loads compare to annual 

revenues?

• Which state budgets can handle debt, pension and OPEB 

expenses?

• Which states are fully funding their pension 

contributions?

• Which state pensions are the most underfunded?

• How much cushion do states have to mitigate financial 

risks?

• How much liquidity does each state have?

• Which states have been building reserves?

• Which states are battling high unemployment?

• Which states have the wealthiest households?

• Which states fall short in terms of economic growth?

• How much flexibility do states have to raise taxes?

• Which states have the highest population growth?

A Guide To Reviewing the State of the States

The following charts help compare states based on the credit quality factors that are 

incorporated in Eaton Vance’s ratings methodology. 
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States with large export footprints may experience outsized impacts as tariff policies and 

global demand conditions adjust

Which States Are Most Exposed to the Shifting Tariff Environment?

5.2%

Louisiana has the highest 

Exports to GDP ratio at 26.4%, 

making it the most exposed to 

tariff related shifts in global 

demand.

State Median
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Source: Export data from the US Census Bureau 2024. GDP from the Bureau of Economic Analysis 2024. 

Global Exports As a % of GDP
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States with higher import dependence face greater sensitivity to tariffs and global supply 

chain shocks

Which States Are Most Exposed to Global Imports?

Source: Export data from the US Census Bureau 2024. GDP from the Bureau of Economic Analysis 2024. 

7.5%

Kentucky has the highest 

Imports to GDP ratio at 32.0%, 

reflecting heavy reliance on 

imported inputs for production 
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Global Imports As a % of GDP
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States where SNAP benefits make up a larger share of government revenues—and where 

a higher share of residents rely on the program—may face greater pressure as federal 

policies evolve

Which States Are Most Exposed to Changes in Federal SNAP Support?

Source: US Department of Agriculture

2.9%

0%

2%

4%

6%

8%

10%

New Mexico has the highest percentage 

of its population on SNAP benefits at 21%. 

Eight other states have over 15% of their 

population receiving SNAP.

SNAP Benefits as a % of Governmental Revenues
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States that have relied more heavily on FEMA aid may face greater fiscal strain if federal 

support continues to decline

How Could Reduced FEMA Aid Impact States’ Debt Burdens?

Source: Debt is net tax supported debt (“NTSD”) per Moody’s. FEMA Aid from Carnegie Endowment For International Peace. GDP from the Bureau of Economic Analysis 2024. 

1.9%

0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

20%

2015-2024 FEMA AID to 2024 GDP 2024 Debt to 2024 GDP

Hawaii, Louisiana, and West Virgina 

are states with elevated debt burdens 

that receive significant FEMA Aid. 

Puerto Rico is not included in the 

figure. Its 2015–2024 FEMA Aid to 

GDP ratio is 46%, with a combined 

Debt & FEMA to GDP ratio of 65%.

State Median

Debt & FEMA Aid to GDP
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Many states curtailed borrowing after the Great Recession. Combined with increasing state 

GDP, this has resulted in state debt remaining low

How Are States Managing Their Debt Load?

Source: Debt is net tax supported debt (“NTSD”) from Moody’s “State pension liabilities continue to decline, improving leverage metrics” September 2025.
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Hawaii has the highest 

debt/GDP ratio at 8.2%, 

although that appears to be very 

manageable.

1.7%

State Debt % of GDP
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Due to strong GDP growth, robust investment returns, and pension reforms, the median 

Debt-to-GDP and Unfunded Pension-to-GDP Ratios declined significantly from 8.3% in 

2011 to 3.9% in 2024

How Heavy Are Debt & Unfunded Pension Burdens?

Source: Debt is net tax supported debt (“NTSD”) per Moody’s. NTSD, unfunded pension liabilities, states’ share of estimated pension liabilities, and states’ pension plan discount rates Moody’s “State pension liabilities 
continue to decline, improving leverage metrics” September 2025. GDP from the Bureau of Economic Analysis 2024. 
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Adjusted Unfunded Pension to GDP Debt to GDP

3.9%

Notably, New Jersey, Hawaii, 

Illinois and Connecticut have 

debt and pension-to-GDP ratios of 

18% and greater.

State Debt & Unfunded Pensions % of GDP

State Median
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Most states maintain manageable burdens, and the state median declined from 11.5% in 

2011 to 4.8% in 2024

Which States Are Most Pressured by Debt, Pension & OPEB Liabilities?

Source: Debt is net tax supported debt (“NTSD”) per Moody’s. NTSD, unfunded pension liabilities, states’ share of estimated pension liabilities, and states’ pension plan discount rates Moody’s “State pension liabilities 
continue to decline, improving leverage metrics” September 2025. GDP from the Bureau of Economic Analysis 2024. 
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OPEB Liabilities State Share of Adjusted Unfunded Pension Liability Debt

State Median
4.8%

When including OPEB liabilities, 

four states have liability-to-GDP 

ratios over 20%.

Alaska has an overfunded OPEB 

plan, resulting in a negative liability 

Debt, Pension & OPEB Liabilities as a % of GDP
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No Surprise: Puerto Rico Remains a Significant Outlier

Source: Debt is net tax supported debt (“NTSD”) per Moody’s. NTSD, unfunded pension liabilities, states’ share of estimated pension liabilities, and states’ pension plan discount rates Moody’s “State pension liabilities 
continue to decline, improving leverage metrics” September 2025. GDP from the Bureau of Economic Analysis 2024.
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OPEB Liabilities State Share of Adjusted Unfunded Pension Liability Debt

State Median
4.9%

At 54%, Puerto Rico’s 

liabilities-to-GDP ratio is 

nearly double that any of the 

50 states.

Debt, Pension & OPEB Liabilities as a % of GDP
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Much like a home mortgage, this ratio measures the states’ outstanding debt in comparison 

to annual income

How Do Debt, Pension & OPEB Loads Compare to Annual Revenues?

Source: Debt is net tax supported debt (“NTSD”) per Moody’s. NTSD, unfunded pension liabilities, states’ share of estimated pension liabilities, and states’ pension plan discount rates Moody’s “State pension liabilities 
continue to decline, improving leverage metrics” September 2025. State revenues from most recently available State CAFR’s. GDP from the Bureau of Economic Analysis 2024. 
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200%.
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Most states are in good shape. But for some states, these expenses could crowd out other 

spending initiatives

Which State Budgets Can Handle Debt, Pension & OPEB Expenses?

Source: Governmental Revenues from most recently available State CAFRs. Debt service, OPEB Contribution, and State Share of Pension Tread Water from Moody’s “State pension liabilities continue to decline, improving 
leverage metrics” September 2025
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Medicaid spending, especially the portion funded through Federal grant money, dwarfs 

other fixed-cost spending

Medicaid Changes the Picture 

Source: Governmental Revenues from most recently available State CAFRs. Debt service, OPEB Contribution, and State Share of Pension Tread Water from Moody’s “State pension liabilities continue to decline, improving 
leverage metrics” September 2025. Medicaid spending data from Medicaid and CHIP Payment and Access Commission, FY 2023 data.
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If a state does not fund, at a minimum, its required tread water contribution (service costs 

plus net interest costs), pension funded ratios will worsen over time, assuming average 

investment returns

Which States Are Fully Funding Their Pension Contributions?

Source: Tread water contributed percentage from Moody’s “State pension liabilities continue to decline, improving leverage metrics” September 2025
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States that need to contribute more money to their pension plans to meet future obligations 

have less flexibility for other spending

Which State Pensions Are the Most Underfunded?

Source: State share of unfunded pension liabilities from Moody’s “State pension liabilities continue to decline, improving leverage metrics” September 2025.
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Some states have made progress toward improving their pension funding, while others 

have lagged behind

Which States Are Making Progress on Their Pension Funding?

Source: State share of unfunded pension liabilities from Moody’s “State pension liabilities continue to decline, improving leverage metrics” September 2025.
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A high general fund balance signifies that a state has adequate financial resources to 

mitigate current and future financial risks

How Much Cushion Do States Have to Mitigate Financial Risks?

Source: General Fund Balances and Revenues from State CAFRs.
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Wyoming and North Dakota are 

outliers at 126% and 299%, 

respectively.
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High levels of liquidity ensure that a state can make payments on time without the need for 

short-term borrowing

How Much Liquidity Does Each State Have?

Source: Governmental Funds liquidity from State CAFRs. Days cash on hand is calculated as cash and investments available in the governmental funds divided by annual governmental fund expenditures and then multiplied 
by 365.
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Comparing current rainy day fund balances (in days of operations) to balances in 2007 

helps measure how prepared each state is for recessions and downturns

Which States Have Been Building Reserves? 

Source: Rainy day fund balances from Pew Research “Fiscal 50 – State Trends and Analysis” as of FY 2024. Balances in terms of days of general fund expenses in reserve.
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The 12-month moving average unemployment rate is a general measure of a state’s 

economic and labor force health

Which States Are Battling High Unemployment?

Source: Unemployment rates for the past 12 months from BLS, as of September 2024.
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Median household income adjusted for cost of living is one measure of the strength of a 

state’s tax base

Which States Have the Wealthiest Households?

Source: Median Household Incomes from Census Bureau 2024 one-year estimates. Cost-of-living adjustment from the Missouri Economic Research and Information Center, 2025 Q2 data. To adjust for cost of living, we 
divide the median household by the cost-of-living index value, which is given as a % of the U.S. average. 
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Eight states have adjusted median incomes 

above $85,000.
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Real state GDP growth provides a measure of the health of the economy in each state

Which States Fall Short in Terms of Economic Growth?

Source: Real GDP growth from 2019 – 2024 annualized from the Bureau of Economic Analysis 2024 GDP Estimates. Puerto Rico GDP as of 2022.
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State and local tax burden as a percentage of personal income can help measure a state’s 

flexibility to increase taxes to generate additional revenue

How Much Flexibility Do States Have to Raise Taxes?

Source: Tax burdens as a percent of personal income from taxfoundation.org published 2022. Tax burden information was unavailable for Puerto Rico.
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State population growth provides a measure of how desirable a state is to live in, which 

may impact revenue trends, but also may influence infrastructure spending

Which States Have the Highest Population Growth?

Source: Population growth from Census Bureau 2024 population estimates and 2019 population estimates.
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People may move between states for a variety of reasons: taxes, weather, retirement, 

schools, etc. Regardless of the reason, population migration affects the income tax base of 

the states. Some have fared much better than others over the past five years

How Has Population Migration Affected State Tax Bases? 

Source: Migration and Adjusted Gross Income data from IRS Statistics of Income Division. Data covers five years of change in AGI by state due to migration, from 2018 through 2022.
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Conclusion

 

While we have focused on state data in this presentation, there are over 40,000 different local 

general obligation (GO) and essential service credits. 

• In some highly ranked states, there are certain local issuers that may pose a credit risk.

• Conversely, in some low-ranking states, certain local issuers may exhibit strong credit 

characteristics.

Independent, professional credit research is more important than ever in navigating the vast, 

disparate municipal bond market.
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The Bottom 4: Why Do These States Rank So Low?

Illinois (No. 50)

Illinois governance and fiscal position have improved. That said, large pension 

liabilities, limited budgetary flexibility, and projected out-year deficits remain a credit 

challenge. 

New Jersey (No. 49)

Despite positive pension funding and debt defeasance actions taken over the last four 

years, New Jersey’s fixed cost liabilities remain sizeable and will continue to constrain 

budget flexibility. 

Pennsylvania (No. 47)

Despite reserves rising to record levels, below average job growth contributed to a 

reversal of the Commonwealth’s recent trend of operating surpluses and resulted in 

fund balance drawdowns.

Kentucky (No. 48)

Poorly funded pensions, below average economy and wealth levels drive Kentucky’s 

low ranking.
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Eaton Vance Municipal Credit Research Team

Credit research team with extensive experience

Employee data as of 9/30/2025. Tenure as of 12/31/2024. Team members may change without notice, from time to time. Time with Morgan Stanley Investment Management includes time with Eaton Vance. 

TEAM LEADERSHIP

LEANNE PARZIALE, CFA

Co-Head of Municipal Credit Research

29 Years of Ind. Experience 

28 Years with the Firm

MARC SAVARIA

Co-Head of Municipal Credit Research

30 Years of Ind. Experience 

15 Years with the Firm

LILY SCHER 

Senior Analyst

38 Years of Industry Experience 

26 Years with the Firm

RAYA MCANERN

Senior Analyst

26 Years of Industry Experience 

17 Years with the Firm

RAYMOND MURPHY

Senior Analyst

25 Years of Industry Experience 

13 Years with the Firm

STEPHEN WHALEN

Senior Analyst

23 Years of Industry Experience 

6 Years with the Firm

COLIN SHAW, CFA

Senior Analyst

18 Years of Industry Experience 

16 Years with the Firm

VICTOR JOITA, CFA

Senior Analyst

14 Years of Industry Experience

14 Years with the Firm

PRAKASH VADLAMANI

Senior Analyst

14 Years of Industry Experience

<1 Year with the Firm

WILL SCHARLOTTE, CFA

Senior Research Associate

6 Years of Industry Experience 

6 Years with the Firm

KATRYNA POULIOT, CFA

Senior Research Associate

5 Years of Industry Experience 

5 Years with the Firm

CHLOE WALDRON

Research Associate

3 Years of Industry Experience 

3 Year with the Firm

CAMERON TAATJES

Research Associate

3 Years of Industry Experience 

3 Years with the Firm

ANDY JIN, CFA

Quantitative Research Analyst

3 Years of Industry Experience 

3 Years with the Firm

JENNA HERMAN

Quantitative Research Analyst

2 Years of Industry Experience 

2 Years with the Firm

SARAH LY

Research Associate

2 Years of Industry Experience 

2 Years with the Firm

MATTHEW WASSERSUG

Research Associate

3 Years of Industry Experience 

1 Year with the Firm
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This report presents state and Puerto Rico rankings based on Eaton Vance’s proprietary 

ratings methodology:

How We Rank the States and Puerto Rico

QUANTITATIVE FACTORS QUALITATIVE FACTORS

ECONOMY AND WEALTH Projected budget shortfalls or surpluses

FINANCIAL PERFORMANCE Historical record of meeting projections

DEBT Pension or OPEB reform initiatives

UNFUNDED RETIREMENT OBLIGATIONS Success of proposals to increase revenues, decrease expenditures
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Quantitative Factors in Our Methodology

 

DEBT, ADJUSTED UNFUNDED PENSION 

LIABILITY AND UNFUNDED OPEB 

LIABILITY AS A PERCENTAGE OF 

GROSS STATE PRODUCT

High levels of debt or significant unfunded retirement obligations can cut 

into a state’s budget, reducing resources available. 

PERCENTAGE OF PENSION TREAD 

WATER CONTRIBUTION

A low contribution percentage will lead to increasing net pension 

obligations over time.

ADJUSTED PENSION LIABILITY 

FUNDED RATIO

The lower the ratio, the more a state may need to invest in its pension 

plans to meet future obligations, reducing flexibility for other spending.

GENERAL FUND BALANCE AS A 

PERCENTAGE OF REVENUES

A high general fund balance signifies that a state has adequate financial 

resources to mitigate current and future financial risks.
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Quantitative Factors in Our Methodology (cont'd)

 

GOVERNMENTAL FUND LIQUIDITY
High levels of liquidity ensure a state can make its payments on time, 

without the need for short-term borrowing.

STATE UNEMPLOYMENT RATE
Low unemployment tends to correlate with higher economic growth, 

productivity and increasing state tax revenues.

MEDIAN HOUSEHOLD INCOME
When adjusted for cost of living, wealthier states tend to have higher 

revenue-raising flexibility and more economic activity.

REAL GDP GROWTH
A growing economy increases incomes, raises governmental revenues, and 

helps keep unemployment low.

POPULATION GROWTH
Higher levels of population growth drive increasing revenues and can help 

support higher debt burdens at the state level.
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There generally is limited public information about municipal issuers. Investments in income securities may be affected by changes in the creditworthiness of the issuer and are 

subject to the risk of non-payment of principal and interest. The value of income securities also may decline because of real or perceived concerns about the issuer's ability to make 

principal and interest payments. As interest rates rise, the value of certain income investments is likely to decline. Investments rated below investment grade (sometimes referred to 

as "junk") are typically subject to greater price volatility and illiquidity than higher rated investments.

Risk Considerations
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There is no guarantee that any investment strategy will work under all market conditions, and each investor should evaluate their ability to invest for the long-term, especially during 

periods of downturn in the market. 

A separately managed account may not be appropriate for all investors. Separate accounts managed according to the Strategy include a number of securities and will 

not necessarily track the performance of any index. Please consider the investment objectives, risks and fees of the Strategy carefully before investing. A minimum asset 

level is required. 

For important information about the investment managers, please refer to Form ADV Part 2.  

The views and opinions and/or analysis expressed are those of the author or the investment team as of the date of preparation of this material and are subject to change at any time 

without notice due to market or economic conditions and may not necessarily come to pass. Furthermore, the views will not be updated or otherwise revised to reflect information that 

subsequently becomes available or circumstances existing, or changes occurring, after the date of publication. The views expressed do not reflect the opinions of all investment 

personnel at Morgan Stanley Investment Management (MSIM) and its subsidiaries and affiliates (collectively “the Firm”), and may not be reflected in all the strategies and products 

that the Firm offers.

Forecasts and/or estimates provided herein are subject to change and may not actually come to pass. Information regarding expected market returns and market outlooks is based 

on the research, analysis and opinions of the authors or the investment team. These conclusions are speculative in nature, may not come to pass and are not intended to predict the 

future performance of any specific strategy or product the Firm offers. Future results may differ significantly depending on factors such as changes in securities or financial markets or 

general economic conditions. 

This material has been prepared on the basis of publicly available information, internally developed data and other third-party sources believed to be reliable. However, no 

assurances are provided regarding the reliability of such information and the Firm has not sought to independently verify information taken from public and third-party sources.

This material is a general communication, which is not impartial and all information provided has been prepared solely for informational and educational purposes and does not 

constitute an offer or a recommendation to buy or sell any particular security or to adopt any specific investment strategy. The information herein has not been based on a 

consideration of any individual investor circumstances and is not investment advice, nor should it be construed in any way as tax, accounting, legal or regulatory advice. To that end, 

investors should seek independent legal and financial advice, including advice as to tax consequences, before making any investment decision.

Charts and graphs provided herein are for illustrative purposes only. Past performance is no guarantee of future results.

The indexes are unmanaged and do not include any expenses, fees or sales charges. It is not possible to invest directly in an index. Any index referred to herein is the intellectual 

property (including registered trademarks) of the applicable licensor. Any product based on an index is in no way sponsored, endorsed, sold or promoted by the applicable licensor 

and it shall not have any liability with respect thereto.

Important Information
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This material is not a product of Morgan Stanley’s Research Department and should not be regarded as a research material or a recommendation.

The Firm has not authorised financial intermediaries to use and to distribute this material, unless such use and distribution is made in accordance with applicable law and regulation. 

Additionally, financial intermediaries are required to satisfy themselves that the information in this material is appropriate for any person to whom they provide this material in view of 

that person’s circumstances and purpose. The Firm shall not be liable for, and accepts no liability for, the use or misuse of this material by any such financial intermediary.

This material may be translated into other languages. Where such a translation is made this English version remains definitive. If there are any discrepancies between the English 

version and any version of this material in another language, the English version shall prevail.

The whole or any part of this material may not be directly or indirectly reproduced, copied, modified, used to create a derivative work, performed, displayed, published, posted, 

licensed, framed, distributed or transmitted or any of its contents disclosed to third parties without the Firm’s express written consent. This material may not be linked to unless such 

hyperlink is for personal and non-commercial use. All information contained herein is proprietary and is protected under copyright and other applicable law.

Distribution 

This material is only intended for and will only be distributed to persons resident in jurisdictions where such distribution or availability would not be contrary to local laws or regulations. 

MSIM, the asset management division of Morgan Stanley (NYSE: MS), and its affiliates have arrangements in place to market each other’s products and services. Each MSIM affiliate 

is regulated as appropriate in the jurisdiction it operates. MSIM’s affiliates are: Eaton Vance Management (International) Limited, Eaton Vance Advisers International Ltd, Calvert 

Research and Management, Eaton Vance Management, Parametric Portfolio Associates LLC, and Atlanta Capital Management LLC.

This material has been issued by any one or more of the following entities:

EMEA: This material is for Professional Clients/Accredited Inv

In the EU, MSIM and Eaton Vance materials are issued by MSIM Fund Management (Ireland) Limited (“FMIL”). FMIL is regulated by the Central Bank of Ireland and is incorporated in 

Ireland as a private company limited by shares with company registration number 616661 and has its registered address at 24-26 City Quay, Dublin 2 , DO2 NY19, Ireland. Outside 

the EU, MSIM materials are issued by Morgan Stanley Investment Management Limited (MSIM Ltd) is authorised and regulated by the Financial Conduct Authority. Registered in 

England. Registered No. 1981121. Registered Office: 25 Cabot Square, Canary Wharf, London E14 4QA.estors only.

In Switzerland, MSIM materials are issued by Morgan Stanley & Co. International plc, London (Zurich Branch) Authorised and regulated by the Eidgenössische Finanzmarktaufsicht 

("FINMA"). Registered Office: Beethovenstrasse 33, 8002 Zurich, Switzerland. Outside the US and EU, Eaton Vance materials are issued by Eaton Vance Management 

(International) Limited (“EVMI”) 125 Old Broad Street, London, EC2N 1AR, UK, which is authorised and regulated in the United Kingdom by the Financial Conduct Authority.

Important Information
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Italy: MSIM FMIL (Milan Branch), (Sede Secondaria di Milano) Palazzo Serbelloni Corso Venezia, 16 20121 Milano, Italy. The Netherlands: MSIM FMIL (Amsterdam Branch), 

Rembrandt Tower, 11th Floor Amstelplein 1 1096HA, Netherlands. France: MSIM FMIL (Paris Branch), 61 rue de Monceau 75008 Paris, France. Spain: MSIM FMIL (Madrid 

Branch), Calle Serrano 55, 28006, Madrid, Spain. Germany: MSIM FMIL Frankfurt Branch, Große Gallusstraße 18, 60312 Frankfurt am Main, Germany (Gattung: 

Zweigniederlassung (FDI) gem. § 53b KWG). Denmark: MSIM FMIL (Copenhagen Branch), Gorrissen Federspiel, Axel Towers, Axeltorv2, 1609 Copenhagen V, Denmark.

Middle East 

Dubai: MSIM Ltd (Representative Office, Unit Precinct 3-7th Floor-Unit 701 and 702, Level 7, Gate Precinct Building 3, Dubai International Financial Centre, Dubai, 506501, United 

Arab Emirates. Telephone: +97 (0)14 709 7158). 

This document is distributed in the Dubai International Financial Centre by Morgan Stanley Investment Management Limited (Representative Office), an entity regulated by the Dubai 

Financial Services Authority (“DFSA”). It is intended for use by professional clients and market counterparties only. This document is not intended for distribution to retail clients, and 

retail clients should not act upon the information contained in this document. 

This document relates to a financial product which is not subject to any form of regulation or approval by the DFSA. The DFSA has no responsibility for reviewing or verifying any 

documents in connection with this financial product. Accordingly, the DFSA has not approved this document or any other associated documents nor taken any steps to verify the 

information set out in this document, and has no responsibility for it. The financial product to which this document relates may be illiquid and/or subject to restrictions on its resale or 

transfer. Prospective purchasers should conduct their own due diligence on the financial product. If you do not understand the contents of this document, you should consult an 

authorised financial adviser.

U.S. NOT FDIC INSURED | OFFER NO BANK GUARANTEE | MAY LOSE VALUE | NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY | NOT A DEPOSIT

Latin America (Brazil, Chile, Columbia, Mexico, Peru, and Uruguay

This material is for use with an institutional investor or a qualified investor only. All information contained herein is confidential and is for the exclusive use and review of the intended 

addressee, and may not be passed on to any third party. This material is provided for informational purposes only and does not constitute a public offering, solicitation or 

recommendation to buy or sell for any product, service, security and/or strategy. A decision to invest should only be made after reading the strategy documentation and conducting in-

depth and independent due diligence.

Asia Pacific:

Hong Kong: This material is disseminated by Morgan Stanley Asia Limited for use in Hong Kong and shall only be made available to “professional investors” as defined under the 

Securities and Futures Ordinance of Hong Kong (Cap 571).

Important Information
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The contents of this material have not been reviewed nor approved by any regulatory authority including the Securities and Futures Commission in Hong Kong. Accordingly, save 

where an exemption is available under the relevant law, this material shall not be issued, circulated, distributed, directed at, or made available to, the public in Hong Kong. Singapore: 

This material is disseminated by Morgan Stanley Investment Management Company and should not be considered to be the subject of an invitation for subscription or purchase, 

whether directly or indirectly, to the public or any member of the public in Singapore other than (i) to an institutional investor under section 304 of the Securities and Futures Act, 

Chapter 289 of Singapore (“SFA”); (ii) to a “relevant person” (which includes an accredited investor) pursuant to section 305 of the SFA, and such distribution is in accordance with the 

conditions specified in section 305 of the SFA; or (iii) otherwise pursuant to, and in accordance with theconditions of, any other applicable provision of the SFA. This publication has not 

been reviewed by the Monetary Authority of Singapore. Australia: This material is provided by Morgan Stanley Investment Management (Australia) Pty Ltd ABN 22122040037, AFSL 

No. 314182 and its affiliates and does not constitute an offer of interests. Morgan Stanley Investment Management (Australia) Pty Limited arranges for MSIM affiliates to provide 

financial services to Australian wholesale clients. Interests will only be offered in circumstances under which no disclosure is required under the Corporations Act 2001 (Cth) (the 

“Corporations Act”). Any offer of interests will not purport to be an offer of interests in circumstances under which disclosure is required under the Corporations Act and will only be 

made to persons who qualify as a “wholesale client” (as defined in the Corporations Act). This material will not be lodged with the Australian Securities and Investments Commission.

Japan

For professional investors, this material is circulated or distributed for informational purposes only. For those who are not professional investors, this material is provided in relation to 

Morgan Stanley Investment Management (Japan) Co., Ltd. (“MSIMJ”)’s business with respect to discretionary investment management agreements (“IMA”) and investment advisory 

agreements (“IAA”). This is not for the purpose of a recommendation or solicitation of transactions or offers any particular financial instruments. Under an IMA, with respect to 

management of assets of a client, the client prescribes basic management policies in advance and commissions MSIMJ to make all investment decisions based on an analysis of the 

value, etc. of the securities, and MSIMJ accepts such commission. The client shall delegate to MSIMJ the authorities necessary for making investment. MSIMJ exercises the delegated 

authorities based on investment decisions of MSIMJ, and the client shall not make individual instructions. All investment profits and losses belong to the clients; principal is not 

guaranteed. Please consider the investment objectives and nature of risks before investing. As an investment advisory fee for an IAA or an IMA, the amount of assets subject to the 

contract multiplied by a certain rate (the upper limit is 2.20% per annum (including tax)) shall be incurred in proportion to the contract period. For some strategies, a contingency fee 

may be incurred in addition to the fee mentioned above. Indirect charges also may be incurred, such as brokerage commissions for incorporated securities. Since these charges and 

expenses are different depending on a contract and other factors, MSIMJ cannot present the rates, upper limits, etc. in advance. All clients should read the Documents Provided Prior 

to the Conclusion of a Contract carefully before executing an agreement. This material is disseminated in Japan by MSIMJ, Registered No. 410 (Director of Kanto Local Finance Bureau 

(Financial Instruments Firms)), Membership: the Japan Securities Dealers Association, The Investment Trusts Association, Japan, the Japan Investment Advisers Association and the 

Type II Financial Instruments Firms Association.
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Thank you.

For more information, please contact:

Eaton Vance Management

1 Post Office Square

Boston, MA 02110

617-482-8260

eatonvance.com
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http://eatonvance.com/
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