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Several key inputs and risk factors used to forecast toll demand and revenues have 
experienced unprecedented volatility since May 2020, as summarized below: 

 Federal, state, and local government responses to the COVID-19 pandemic

 The federal government has provided over $4 trillion in COVID-19 relief funding1

 Inflation reaching its highest level in 40+ years2

 Increased geopolitical risks and the impacts of the Russia-Ukraine Conflict 

 Oil prices went from negative in 2020 to $100+ in 2022, causing record high gas prices3

 Interest rates were lowered to 0% overnight in March 2020

 Interest rates rising at their fastest pace in history 

 The 2nd and 3rd largest bank collapses in U.S. history 

Volatility Across Markets has Increased Since 2020

1. U.S, Government Accountability Office (Link) 
2. Federal Reserve Bank of St. Louis (Link)
3. U.S. Energy Information Administration (Link)

U.S. toll road traffic and revenue performance has been resilient                                                     
despite challenging economic and market conditions
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https://www.gao.gov/products/gao-23-106647
https://fred.stlouisfed.org/categories/9
https://www.eia.gov/dnav/pet/hist/rwtcD.htm


Total Municipal Bond Issuance1

2018 - 2022

Toll Bond Issuance1

2018 - 2022

Municipal and Toll Revenue Bonds Issuance

• Several factors have impacted U.S. Toll Revenue 
bond volume over the past five (5) years:

 2018: Impacts from Tax Cuts and Jobs Act of 
2017

 2020: Effects of the COVID-19 Pandemic

 2022: Elevated market volatility and a sharp 
increase in borrowing costs 

• Frequent toll issuers have become more episodic 

 Prior to March 2020, frequent toll issuers 
spent 359 days between issues on average

 Since March 2020, the average time between 
deals for frequent toll issuers has increased to 
453 days

• In 2023 year-to-date, there have been three (3) 
toll transactions representing approximately 
$1.45 billion in par, or 1.8% of total supply

1. Refinitiv, SDC Platinum Financial Securities Data and Citi

U.S. Toll Revenue Bonds represent approximately 3.2% of the overall municipal bonds issued since 2018.
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Municipal Market Dynamics

30 Year Credit Spreads1

2021 – 2023YTD

Demand – Weekly Mutual Fund Flows3

2023YTD vs. Historical Averages
Historic Monthly Municipal Supply2

2023YTD vs. Prior Years and Historical Averages ($BN)

Municipal Rates1

2021 – 2023YTD

1. Thomson Reuters, rates as of April 14, 2023; monthly spread data as of the first of each month; 2. Bloomberg U.S. long-term municipal supply as of April 14, 2023; 3. Lipper fund flows 
as of April 12, 2023.

Recent developments include a flight to quality with municipals and treasuries moving lower in yield while
municipals have outperformed as new issue supply has remained muted.

Supply YoY Change
2023 Supply YTD $88.1 -23.5%
2022 Supply Total $360.6 -21.2%
2021 Supply Total $457.4 +0.6%

Weekly reporting municipal funds 
recorded outflows of $255.79MM for 
the week ending April 12, following 
prior week outflows of $91.71MM 

+83 bps

Municipal Market Developments

MMD YTD 
Change

10-Yr. -53bps
20-Yr. -41bps
30-Yr. -40bps
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Current: 
3.52%

U.S. Rate Forecasts

Expectations of Fed Change in Interest Rates (Market View)
The market is now pricing in rate cuts in the second half of 2023

US Treasury Yield Curve
The treasury curve has flattened significantly in recent months amid 
aggressive Fed rate hikes

10-Year Treasury Yield Forecast
Citi and other economists forecast 10-Yr treasury rates to remain in-line by 
year-end

Rate Forecasts
2-Year Treasury Current 2Q23 3Q23 4Q23 1Q24 2Q24 3Q24
Citi’s Forecast

4.08%
3.90 3.60 3.25 -- -- --

Economists’ Consensus 4.31 4.25 3.95 3.80 3.50 3.21

5-Year Treasury Current 2Q23 3Q23 4Q23 1Q24 2Q24 3Q24
Citi’s Forecast

3.60%
3.70 3.45 3.20 -- -- --

Economists’ Consensus 3.83 3.79 3.58 3.50 3.33 3.25

10-Year Treasury Current 2Q23 3Q23 4Q23 1Q24 2Q24 3Q24
Citi’s Forecast

3.52%
3.55 3.40 3.25 -- -- --

Economists’ Consensus 3.60 3.50 3.45 3.35 3.30 3.28

30-Year Treasury Current 2Q23 3Q23 4Q23 1Q24 2Q24 3Q24
Citi’s Forecast

3.74%
3.50 3.40 3.35 -- -- --

Economists’ Consensus 3.75 3.70 3.64 3.60 3.50 3.52

Fed Funds Current 2Q23 3Q23 4Q23 1Q24 2Q24 3Q24
Citi’s Forecast

5.00%
5.50 5.75 5.75 5.00 4.50 4.00

Economists’ Consensus 5.25 5.25 5.25 4.75 4.25 3.88

3.45%

Source: Current rates and expectation of Fed hike as of April 14, 2023; expectations use the median of economists’ forecasts as per Bloomberg as of April 14, 2023; Citi forecasts as of March 
22, 2023 (Fed Funds, 10-Year, 5-Year, 30-Year).

Year-End 
2023 Est:

3.25%
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National Highway Construction Cost Index4
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Relevant Transportation Sector Data
Seasonally adjusted VMT through February 2023 has remained steady despite fluctuating gas prices. Increases
in the cost of infrastructure projects has significantly outpaced CPI growth as of the 3rd quarter of 2022.

* National Bureau of Economic Research declared that the COVID-19 recession lasted from February 2020 through April 2020 (Link)
** Seasonally Adjusted 

1. U.S. Department of Transportation, Federal Highway Administration (Link)

Ve
hi

cl
e-

D
is

ta
nc

e 
Tr

av
el

ed
 (B

illi
on

 M
ile

s)

February 2023:
Δ MoM:  -0.59%
Δ YoY:  +1.52%
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4. U.S. Department of Transportation, National Highway Administration (Link)
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U.S. Retail Gasoline Prices

U.S. Retail Diesel Prices
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2. U.S. Energy Information Administration (Link)

Fuel Prices 
Week of April 10th

↑ Gas: $3.596 (↑9.0¢)
↓ Diesel: $4.098 (↓0.7¢)

CPI for All Urban Consumers (CPI-U)3
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3. St. Louis Federal Reserve (Link)

March 2023: 
Δ MoM: +0.33%
Δ YoY:  +4.91%
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2022 Q3: 
Δ QoQ: +21.3%
Δ YoY:  +32.0%
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https://www.nber.org/research/business-cycle-dating
https://www.fhwa.dot.gov/policyinformation/travel_monitoring/tvt.cfm
https://explore.dot.gov/views/NHIInflationDashboard/NHCCI?:iid=1&:embed=y&:isGuestRedirectFromVizportal=y&:display_count=n&:showVizHome=n&:origin=viz_share_link
https://www.eia.gov/petroleum/?src=apiviz
https://fred.stlouisfed.org/series/CPIAUCSL


Observations from Recent Forecasts and Disclosures
Updates to Bring Down Letters of traffic and revenue (T&R) forecasts and Official Statement disclosures over the
past 12 months have generally included the following themes.

• Negative impacts of the pandemic have diminished
over time, but the lingering effects of COVID-19 are
expected throughout the forecast period

• Increased prevalence of telecommuting in lieu of
commuting to work is assumed for the long-term

• Specific travel patterns may still be impacted
(bottlenecks locations, duration of peaks, etc.)

1. Continued Impacts of COVID-19 on Forecasts

• Bring Down Letters have included updated
economic data (GDP, regional demand,
employment, among other factors)

• Inflation and inflation-linked toll schedules

• Elevated gas prices and the impact on demand

2. Updated Economic Inputs and Analysis 

• The pandemic has accelerated the transition to an
all-electronic and cashless payment system for
many toll roads

• T&R studies have been updated to account for
increased transponder and “leakage” rates

3. Accelerated Shift Toward All-Electronic Tolling

• In general, recent Official Statements have
included a discussion on the impact COVID-19
Pandemic, Public Health Considerations, and
Market Volatility as Risk Factors / Investment
Decisions

4. Pandemic and Volatility Risk Disclosures

6



 Congestion pricing projects and studies in the United States

 Impacts of baseline or rapid Electric Vehicle adoption scenarios

 Implementation of Road User Charging programs to replace fuel taxes 

 Continued study and analysis of statewide tolling programs 

 Use of smartphone and in-vehicle connectivity on tolling applications

 The ability for toll roads to accommodate Autonomous Vehicles

Looking Ahead - Traffic and Revenue Forecasts
We expect that future traffic and revenue forecasts will examine the effects of the following issues as they
become more widespread.

Potential Issues for Future Traffic and Revenue Forecasts 
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Thank you for your time and I would be 
happy to answer any questions during Q&A!

Matt Bernstein
Director and Co-Head of Transportation Finance Group

matthew.w.bernstein@citi.com
504-708-1539
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IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be used or
relied upon, by you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby ("Transaction").
Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

In any instance where distribution of this communication is subject to the rules of the US Commodity Futures Trading Commission ("CFTC"), this communication constitutes an invitation to consider entering
into a derivatives transaction under U.S. CFTC Regulations §§ 1.71 and 23.605, where applicable, but is not a binding offer to buy/sell any financial instrument.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a
financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law or
regulation, you agree to keep confidential the information contained herein and the existence of and proposed terms for any Transaction.

Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as the legal,
tax and accounting characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you are not relying on us
for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and accounting advice and (d) you
should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these matters. By acceptance of these materials,
you and we hereby agree that from the commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we hereby confirm that no participant in any Transaction
shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.

We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and taxpayer ID number.
We may also request corporate formation documents, or other forms of identification, to verify information provided.

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at any time
without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may include results of analyses from a quantitative model which
represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment as of the date hereof
and are subject to change without any notice. We and/or our affiliates may make a market in these instruments for our customers and for our own account. Accordingly, we may have a position in any such instrument at any
time.

Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or
indirectly, a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from being compensated for
specific recommendations or views contained in research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and procedures
designed to limit communications between its investment banking and research personnel to specifically prescribed circumstances.

Certain products mentioned in this communication may contain provisions that refer to a reference or benchmark rate which may change, cease to be published or be in customary market usage, become unavailable, have its
use restricted and/or be calculated in a different way. As a result, those reference or benchmark rates that are the subject of such changes may cease to be appropriate for the products mentioned in this communication. We
encourage you to keep up to date with the latest industry developments in relation to benchmark transitioning and to consider its impact on your business. You should consider, and continue to keep under review, the potential
impact of benchmark transitioning on any existing product you have with Citi, or any new product you enter into with Citi.

© 2023 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.

At Citi, building a sustainable future is our business. We work closely with our clients, peer financial institutions, NGOs and other partners to finance solutions to climate change, develop industry standards, reduce our own
environmental footprint, and engage with stakeholders to advance shared learning and solutions. Building on more than 20 years of sustainability leadership, Citi has announced a commitment to net zero greenhouse gas
emissions by 2050. Our Sustainable Progress Strategy is driven by our commitment to advance solutions that address climate change around the world in support of the transition to a low-carbon economy and focuses on
three key pillars: Low-Carbon Transition, Climate Risk, and Sustainable Operations. Citi has committed to $1 trillion in sustainable finance by 2030, which aligns with the agenda of the United Nations’ Sustainable
Development Goals (SDGs) and builds on the work we outlined in our strategy. This includes extending our current $250 Billion Environmental Finance Goal by 2025 to $500 billion by 2030 and an additional $500 billion in
support of the SDGs outside of environmental finance. Our $1 trillion commitment to sustainable finance helps ensure we are accelerating the transition to a sustainable, low-carbon economy that balances the environmental,
social, and economic needs of society.
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