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Rice Financial Leaps 
Ahead in Underwriting 
Volume and Rankings

Rice Financial Products Company has experienced a 
remarkable transformation in the past three years, increasing 
its municipal bond underwriting volume fourfold and 
securing book-running senior manager assignments in some 
of the country’s most prestigious underwriting syndicates, 
including the New York State Empire State Development 
Corporation,  the State of Ohio, the District of Columbia, the 
City of Chicago, the City of Houston and the City of St. Louis, 
among others.  Building on a reputation for technical expertise 
and creative problem solving, 2009 marked a successful 
rebranding for Rice from a Wall Street derivative boutique to 
a nationally recognized bond underwriter and taxable fixed 
income investment provider.

In 2006, Rice Financial was a managing underwriter on $7.7 
billion in municipal bonds. In 2009, the firm served as a 
managing underwriter on issues totaling $33.7 billion - a 438% 
increase in just three years.  Not surprisingly, Rice’s ranking 
among underwriters grew dramatically during this period 
as well, jumping from 38th place to 22nd place nationally, full 
credit to each manager.  The firm’s average transaction size 
2006-2009 was $264 million, earning the firm a 5th place ranking 
nationally among firms that participated in 50 or more issues.  
Rice Financial’s regular participation in some of the nation’s 
largest bond transactions is a testament to the firm’s ability to 
place a wide range of bonds with all types of investors.
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● Joint book-running senior manager on $1.5 
billion transaction for the New York State 
Empire State Development Corporation.

● Senior co-manager appointment by the 
City of New York to its GO, TFA and Water 
underwriting syndicates; one of only three 
co-managers qualified by the City to senior 
manage transactions. 

● 438% increase in underwriting volume, from 
$7.7 billion in 2006 to $33.7 billion in 2009.

● Book-running senior manager on bond 
issues for the cities of Chicago, Memphis and 
Akron, among others.

● First quarter 2010 senior manager 
assignments for the State of Ohio, City of St. 
Louis, District of Columbia and Virgin Islands 
Water & Power Authority.

● Senior manager of Jackson Public Schools 
transaction named the Bond Buyer’s 2008 
Southeast Region Deal of the Year.

● Threefold increase in taxable fixed income 
sales to state and local governments, from 
$4.1 billion in 2006 to $15.7 billion in 2009. 

● Selected by the U.S. Department of 
Education as investment banker and trustee 
for the HBCU Capital Financing Program’s 
billion dollar portfolio.

● Paid over $137 million in swap cash flow 
savings to municipal clients to date, including 
$25 million in 2009.

● Successfully eliminated Ambac credit support 
on all related swap transactions at minimal or 
no cost to the firm’s municipal clients.

2009
Highlights

Don Rice
Chief Executive Officer



In 2009, Rice Financial earned prestigious 
appointments to the underwriting syndicates of 
some of the country’s most prolific bond issuers.

New York State Empire State Development 
Corporation:  Joint book-running senior 
manager on $1.47 billion transaction, priced 
November 17, 2009

City of New York:  Senior co-manager of GO, 
TFA and NY Water credits; one of three co-
managers qualified to senior manage transactions

State of Ohio:  Senior manager of $30 million 
Special Obligation Cultural Facilities Bonds, 
pricing in 2010

City of Chicago:  Senior manager for $91 
million Sales Tax Revenue Refunding Bonds, 
priced October 6, 2009

District of Columbia:  Senior manager of $29 
million PILOT Revenue Notes, pricing in 2010

City of St. Louis: Senior manager of $37 million 
Airport Revenue Refunding Bonds, pricing in 2010

Chicago Housing Authority:  Senior manager 
in underwriting syndicate

Virgin Islands Water and Power Authority:  
Senior manager of $90 million Electric System 
Revenue and Refunding Bonds, pricing in 2010
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New York City Reveals
Syndicates for Three Main
Credits
Bond Buyer  |  Monday, August 17, 2009

By Ted Phillips

New York City Friday announced the new
underwriting syndicates for its three main
credits.

When the city put out a request for proposals for
underwriters in March, it said it wanted ideas on
how it could utilize bond programs that were
created or expanded under the federal stimulus
package.

The city has yet to announce whether it plans to go to market with taxable Build America Bonds, but
the underwriter selection indicated that this is potentially on the horizon.

The announcement said firms can be rewarded with the right to be book-running senior manager,
outside their designated rotations, if they bring financing ideas to the table related to BABs or
Qualified School Construction Bonds or other stimulus programs.

The city plans to sell $1.4 billion of QSCBs, tax-credit bonds for schools created under the American
Recovery and Reinvestment Act, over the next two years.

Underwriter selections were made by the Office of Management and Budget and the city comptroller's
office and were approved by the individual issuers - New York City's general obligation credit, the New
York City Transitional Finance Authority, and the New York City Municipal Water Finance Authority.
Officials from both offices were unavailable on Friday for comment. The city sold $5.92 billion of
bonds through those issuers in the first half of 2009, according to Thomson Reuters.

Underwriters are selected for an undetermined period of time. The last selections were made in 2006
and 2002. The selections last week for senior manager were similar to those made in 2006, but a few
firms were notably absent, having disappeared from the market or merged with others over the past
year.

The city chose Morgan Stanley, Merrill Lynch & Co., JPMorgan, Citi, and Siebert Brandford Shank & Co.
as senior managers for its GO bonds. Siebert and JPMorgan are new additions to the city's GO
underwriting pool. Bear, Stearns & Co., which was taken over by JPMorgan last year, is no longer a
member of the syndicate. The city also selected 13 senior co-managers and nine co managers for its
GO.

The city planned to sell $6.45 billion of GO debt in fiscal 2010 but that amount will change because a
state law passed since the budget's adoption increased capacity for the city to sell bonds through the
higher rated TFA as it did last week with an $800 million tax-exempt deal.

The new TFA slate includes Goldman, Sachs & Co., JPMorgan, Merrill Lynch, Citi, Morgan Stanley, and
Barclays Capital. Merrill and Barclays are new additions to the list. The TFA had chosen Citi last time
around as a senior manager only for Building Aid Revenue bonds, or BARBs, which are backed by the

Rice sells complex Chicago
structure in volatile market to
wide range of investors

On October 6, 2009, Rice Financial senior managed a $90.9 million 
sales tax revenue refunding bond financing for the City of Chicago.  
The refunding and restructuring provided present value savings 
as well as near-term budget relief while keeping within the City’s 
debt policy constraints. It also provided the ideal platform for 
Rice to demonstrate its ability to sell complex structures in a 

volatile market to a large distribution of retail and institutional investors. The 
firm generated 77% of the total orders.

The complex, three-tiered transaction consisted of tax-exempt bonds, taxable current 
interest bonds and taxable capital appreciation bonds.  Bond proceeds were used 
to refund existing 1998 bonds for present value savings and to restructure select 
maturities from the Series 2005 bond issue.  

Rice Financial’s banking and underwriting staff worked closely with the City 
and its financial advisor to develop a financing structure that best met the City’s 
financing goals while producing the lowest available cost of funds.  The firm 

Chicago Sells Sales Tax Bonds After Fitch Gets Negative
Tuesday, October 6, 2009

By Yvette Shields

CHICAGO — Chicago enters the market today to refund $90.5 million of sales tax revenue bonds for savings that
will help chip away at the red ink that drove Fitch Ratings’ decision to put a negative outlook on the city’s general
obligation and sales tax-backed credits.

The deal is broken into three series with Rice Financial Products Co. serving as the senior manager. Peck Shaffer &
Williams LLP is bond counsel and Golden & Associates PC is co-bond counsel. TKG & Associates is financial adviser.

The sales tax deal comes ahead of a series of city financings planned for either later this year and early next year
that include up to $1.5 billion in new money and refunding bonds for O’Hare International Airport, a Midway
Airport revenue bond deal and the city’s annual new-money GO sale. Ordinances authoring the three will be
introduced to the City Council tomorrow.

The city expects to achieve net present value savings from the sales tax transaction that will refund bonds sold in
1998 and 2005 along with additional savings from a restructuring of some of the debt to achieve near-term budget
relief.

While other local governments and transit agencies have seen their ratings tied to sales taxes cut due to faltering
collections, all three rating agencies affirmed the city’s sales tax ratings due to the strong debt service coverage
ratio of 19 times as the city has limited its use of the economically sensitive revenue stream to back debt.

Fitch rates the city’s $332 million of sales tax bonds AA, while Moody’s Investors Service rates them Aa3 and
Standard & Poor’s assigns its top marks.

The city’s general obligation credit, in Fitch’s view, is not faring as well, however, as budget officials grapple with
a $520 million deficit going into 2010 and the effects of the recession on housing and employment levels.

Fitch on Friday revised its outlook to negative on the AA credit. The agency scrutinized the city’s GO profile while
it was reviewing the sales tax profile based on its criteria that links revenue credits like sales tax bonds to an
issuers’ GO profile. Because of the change in the GO outlook, Fitch also revised the sales tax rating outlook.

“The city is facing a structural imbalance that is 20% of its operating funds next year,” said analyst Melanie
Shaker.

In a monthly update of revenues, finance officials recently reported that key revenue sources are down $183
million from budgeted projections, a clip that puts the city on track to fall $302 million short of budgeted levels at
the end of the year.

Some of the shortfall has been cut through the use of furlough days, management efficiencies and other measures.
The city must close an overall $520 million deficit ahead of Mayor Richard Daley’s release of a roughly $6.2 billion
proposed spending plan for 2010 later this month.

City finance officials did not return calls to comment on the sales tax deal or on the rating action.

Fitch praised city efforts to reduce spending, but noted that its union contracts limit its ability to trim workforce-
related costs. Analysts also view as negative the city’s subprime mortgage risks and foreclosure rates that exceed
the national average, its high unemployment rate of 11.5% in July, its reliance on one-time revenue shots like the
use of proceeds from an asset lease to help balance the budget, and growing unfunded pension liabilities.

Chicago Sells Sales Tax Bonds After Fitch Gets Negative - Bond Buyer A... http://www.bondbuyer.com/issues/118_192/chicago-tax-bonds-1001766-1...
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conducted weekly pricing calls with the 
City to keep staff updated on municipal 
market conditions.

During the pricing on Tuesday, October 6, 
the market had begun to deteriorate from 
strong levels on the day before. While the 
10-year U.S. Treasury bond yield went 
from 3.21% to 3.25% on Tuesday, the 
30-year U.S. Treasury bond yield went 
from 3.97% to 4.07%, a full point drop in 
price. The yield increase was largely the 
result of Australia, in a surprise move, 
raising its prime rate equivalent from 
3.00% to 3.25%.  At the market close on 
Tuesday, MMD, which had shown strong 
gains (reduced yields) steadily for the 
past several weeks, rose 3-4 basis points 
throughout the curve beginning in 2018. 

Rice brought the issue to market at 
spreads that ranged from 53 to 55 basis 
points over the MMD. By the following 
Tuesday, October 15, 10-year MMD yield 
was 3.04%, and the bid-side spread on 
the bonds was 70 basis points.  

Overall, the transaction saved the City 
$15 million in 2010 and more than $21 
million in 2011. Furthermore, the bonds 
were structured to stay within $400,000 
of existing maximum annual debt 
service with an average life under 16 
years (on the tax-exempt Series 2009A). 
The bonds were widely distributed with 
strong interest from retail and many 
national institutional investors.  

Senior Managed Roster Continues to Grow
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Notable Transactions and Assignments, 2009
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Rice Serves as Joint Book-
Running Senior Manager
on $1.5 Billion
New York State Issue
On November 17, 2009, Rice Financial served 
as joint book-running senior manager on a 
$1,471,935,000 Personal Income Tax bond issue 
for the New York State Empire State Development 
Corporation. The bond issue, which included the 
Corporation’s inaugural BAB issue, will finance 
New York State facilities projects, economic 
development projects and certain other projects 
supported by the State’s funds. 

Performance on Memphis Issue Garners 
High Praise from City

On November 12, 2009, Rice Financial senior managed 
$20,000,000 of Sanitary Sewerage System Revenue Bonds 
for the City of Memphis.  The bond issue included a $12.4 
million Build America Bond (BAB) component and is insured 
by Assured Guaranty.  On the day of pricing, Moody’s 

downgraded Assured Guaranty from Aa2 to Aa3. The Rice banking and 
underwriting team worked closely with the City and its financial advisor 
to weather this development and devise a financing structure that best met 
the City’s financing goals while producing the lowest available cost of funds. 
Despite the small issue size and lack of liquidity, Rice generated over $82 
million in orders on the BAB portion of the issue from a dozen institutions, 
including insurance companies, investment advisors and arbitrage funds. 
Large investors that dropped out when the bonds were repriced remarked 
that the firm’s pricing was well through the market (more aggressively 
priced) compared to similar BAB transactions priced that week.

The professionals in Rice Financial’s Taxable Fixed Income Group 
(TFIG) are specialists in designing custom investments for state and 
local governments.  Their expertise in the sale of taxable municipal 
bonds also came to the fore in 2009, when taxable Build America Bonds 
(BABs) transformed the marketplace. 

In 2006, Rice’s TFIG sold $4.1 billion in par amount from sales desks 
in Chicago and Downingtown (PA).  The firm more than tripled that 
amount in 2009, selling a total of $15.7 billion in taxable fixed income 
securities.  Virtually all of this business was done on a competitive basis. 
To support its rapidly growing TFIG business, Rice Financial added two 
professionals to its ranks in 2009, bringing the firm’s total TFIG staff to 
five.  The firm also opened a new TFIG desk in North Carolina.

Rice Financial’s experience and financial strength have enabled the firm 
to “construct” investments in accordance with municipal customers’ 
needs, meeting their specific maturity dates and/or desired yields.  As 
depicted to the right, since 2007, Rice has constructed 
and served as the senior or co-senior manager for 
new issue agency securities totaling $776 million. 

Rice Financial also grew its taxable bond underwriting 
business substantially in 2009, providing underwriting 
services on 39 taxable bond transactions totaling $8.2 
billion in 2009, compared to only 5 issues in 2008 
totaling $4.3 billion.  Eleven of the taxable transactions 
the firm completed in 2009 ($3.5 billion) involved 
Build America Bonds, including transactions for the 
Empire State Development Corporation (NY), City 
of Columbus (OH), City of Memphis, City of New 
York, Miami-Dade County, Metropolitan Washington 
Airports Authority, North Texas Tollway Authority, 
South Jersey Transportation Authority, School Board 
of Broward County (FL) and Houston METRO.  
The firm actively participated in these transactions, 
generating $240 million in orders.
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Taxable Fixed Income Sales More Than Triple



Basis Swaps
Save Clients More 
Than $100 Million
In recent years, Rice Financial has 
expanded and focused its municipal 
coverage to include bond underwriting 
and taxable fixed income investing.  
However, creating substantial debt 
service savings for municipal clients 
with customized derivative structures 
continues to be a mainstay of the firm.  
In spite of the recent market turmoil that 
left many municipal clients with huge 
losses because of the non-performance 
of variable rate financings underlying 
certain derivative structures, municipal 
issuers that implemented the Adjusted 
Basis Swap Rice developed in 1997 for 
fixed rate bonds have never had to 
make a payment.  In fact, they have 
only received positive swap cash flow 
savings -  more than $103 million to date 
-  on their existing debt service.

In 2009, during the market crisis, Rice also 
successfully restructured several swap 
transactions that had Ambac credit support, 
including a $126 million transaction for 
Durham County, North Carolina.

In July 2009, Rice 
Financial replaced the 
credit guarantor on a 
$125.8 million Adjusted 
Basis Swap with Durham 
County.  The County’s 

original credit guarantor was Ambac 
Financial Services whose ratings were on 
negative watch by the rating agencies due 
to excessive subprime mortgage exposure. 
Because the fates of Rice and its guarantor 
are not intertwined, the County receives 
an additional level of credit protection. 
Generally, the swap counterparty and 
swap guarantor are the same entity. 
Accordingly, the counterparty’s fate is 
tied to the guarantor’s fate, and vice 
versa.  However, with Rice Financial, the 
independent nature of the two entities 
allowed the County’s existing guarantor to 
be replaced by AAA/AA-/AA rated Bank 
of New York, which has a stable ratings 
outlook. Rice Financial was able to replace 
the County’s guarantor without affecting 
the value of its economic arrangement.  
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Retail Sales Capabilities Prove Their 
Worth in Tumultuous Market
As retail demand soared during the credit crisis, Rice Financial’s ability to reach 
the retail market proved to be a valuable asset. The firm’s sales performance as a 
co-manager in a number of high-profile Ohio financings in 2009 is particularly 
illustrative. In nearly every issue, Rice Financial outperformed every other 
member of the syndicate, with the exception of the senior manager.  On a 
$229 million Ohio Water Development Authority transaction in September, 
Rice submitted retail orders totaling $42.3 million.  On a $179 million Ohio 
Building Authority issue, also in September, the firm placed $12.3 million 
in retail orders.  On a $122 million Ohio Water Development Authority in 
March, Rice’s total orders exceeded 155% of the firm’s stated liability.

Many of the transactions called for a one-day retail order period followed by 
a one-day institutional order period.  However, due to the volume of retail 
orders generated, several were completed on the first day of pricing.  Rice 
Financial’s contribution to the success of these transactions was recognized 
at client board meetings and rewarded through favorable allotments and 
additional underwriting appointments.

Rice’s sales professionals are industry veterans with backgrounds working on 
the trading desks at major investment banks such as Merrill Lynch, Lehman 
Brothers and Bear Stearns. The Rice sales team reaches retail investors through 
investment advisors, private wealth management groups within large asset 
management organizations and bank trust departments. A number of these 
investment advisors, where Rice has exclusive coverage arrangements, 
manage accounts for professional athletes and entertainers.

Municipalities Tap Into Enormous Taxable
Demand with Build America Bonds
In 2009, the American Recovery and Reinvestment Act resulted in a suite of bond 
programs designed to subsidize municipal issuers’ taxable bond financings and 
allow tax-exempt financing for projects that may not have otherwise qualified. Build 
America Bonds (BABs) were the most effective and widely used vehicle, permitting 
municipal issuers to issue taxable bonds and receive a subsidy equal to 35% of the 
interest on the bonds payable by the federal government over the life of the issue. 

More than $64 billion of BABs were issued in 
2009, helping to bring the total taxable municipal 
issuance to a record high of nearly 21% of all 
issues, while tax-exempt issuance shrank 5.3%.  
Through the course of the year, Rice Financial’s 
bankers and trading desk developed a specialized 
expertise in BABs, a proficiency that was called 
upon by industry publications in their coverage 
of BAB trends. The Bond Buyer article depicted at 
right featured Faye Boatright, Managing Director 
and Director of the Northeast Region at Rice, and 
Howard Mackey, Broker/Dealer President and 
Manager of Underwriting, Sales and Trading.  
Rice Financial served as a managing underwriter 
in $3.5 billion of BAB issues in 2009.

For more information, please contact Shannon Briggs, VP of Marketing, at 816.448.3245 or shannon.briggs@ricefin.com.
Rice Financial Products Company  |  17 State Street, 40th Floor  |  New York, New York 10004  |  212.908.9200
All securities transactions are conducted through Rice Securities, LLC, MEMBER: FINRA/SIPC/MSRB, d/b/a Rice Financial Products Company.
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