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Fitch’s Response to COVID-19 

State and Local Government Ratings

 Determined key risk factors

 Scanned portfolio for specific credits with potential exposure to high and medium 
risk factors

 Prioritized review of credits with high risk factor exposure

Monitored medium and low risk factor exposure credits and prepared for review 
as needed
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Fitch’s Response to COVID-19 

Updated Fitch Analytical Stress Test (FAST) Model 

May 2020 Fitch’s economists project a negative 5.6% decline in GDP for 
calendar 2020 with a strong recovery in 2021

 Updated stress in our FAST model to reflect the greater degree of risk

 The FAST model relates historical changes in general fund revenues to changes 
in GDP providing a stress factor on revenues; analysts examine impact to fund 
balance prior to any policy action

 Reviewed all credits under the revised stress to determine those with highest 
potential risk for a change in Issuer Default Rating/GO rating
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FAST Assumption Adjustments 

Fitch continued to adjust its scenario assumptions relative to GDP informed by Fitch’s Global 
Economic Outlook

• April 2020 - Decline of 3.3% in Year 1, Growth of 3.8% in Year 2 and 2% in Year 3
• Impact of lockdown measures, spike in unemployment and reduction in demand for discretionary 

goods. 
• October 2020 - Decline of 4.6% in Year 1, Growth of 4% in Year 2 and 3% in Year 3

• Recent slightly stronger economic activity to date than anticipated, and expectations for a slower 
recovery from 4Q20 onward.

• Dec. 2020 – Decline of 3.5% in Year 1, Growth of 4.5% in Year 2  and 3.5% in Year 3
• Stronger economic activity than anticipated & the expectation of a weak start to 2021 and an 

anticipated pick-up later in the year, as a safe and effective vaccine becomes widely available.
• April 2021 - Decline of 1% in Year 1, Growth of 0.5% in Year 2  and 2% in Year 3

• Federal fiscal stimulus, vaccinations, and easing of travel, business and social-distancing 
restrictions.
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Virginia Local Government Issuer Default Ratings
(as of May 28, 2021)

AAA
47%

AA+
30%

AA
15%

AA-
5%

A+
3%

• Nearly half of Fitch’s Virginia IDRs 
are ‘AAA’

• Nearly 80% are ‘AA+’ and above
• Since the pandemic there have not 

been any changes to ratings or 
outlooks

• Since the start of the pandemic there 
have been 44 downgrades and 45
negative outlooks and rating watch 
negative assigned

• The Commonwealth’s rating remains 
unchanged at ‘AAA’; strong 
fundamental economic profile 
provides a stable revenue base
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American Rescue Plan

• Not expected to alter the long-term credit fundamentals of state and local 
governments but it should bridge near-term fiscal gaps

• Provide a significant one-time infusion into entities’ budgets
• Unwind measures taken to address the pandemic-driven uncertainty, such as 

deferring capital needs could be positive for credit quality
• Enhancements to programs requiring ongoing spending could create long-term

budget pressures
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