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U.S. market brief 

Puerto Rico: Bankruptcy 
judge halts COFINA payments

Puerto Rico did not pay the August 1 debt service on 
its COFINA (sales tax) bonds because the federal judge 
overseeing Puerto Rico’s bankruptcy previously halted all 
COFINA debt service payments. The COFINA money is being 
held in escrow until the judge can weigh through the various 
creditor arguments regarding their rights to the sales tax 
revenues. 

It is important to note that there is sufficient money in escrow to pay all August 1 COFINA payments. Therefore—
probably unlike missed payments on other Puerto Rico debt—COFINA bondholders will ultimately receive the 
missed debt service payment if the judge rules in COFINA bondholders’ favor.

We believe the judge took the most prudent approach by escrowing the money given the circumstances and 
time constraints, thereby allowing her to deliberate the arguments and arrive at a reasoned conclusion instead of 
rushing to a decision that may have unintended consequences.

Currently there is no timeframe on when the judge will render her opinion. She is likely aware of the impact of the 
missed debt service payment; however, she is unlikely to rush the process as a result.
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Disclaimer

The information contained in this report has been compiled by RBC Wealth Management from sources believed to be reliable, but no representation or 
warranty, express or implied, is made by Royal Bank of Canada, RBC Wealth Management, its affiliates or any other person as to its accuracy, completeness 
or correctness. The material contained herein is not a product of any research department of RBC Capital Markets, LLC or any of its affiliates. Nothing herein 
constitutes a recommendation of any security or regarding any issuer; nor is it intended to provide information sufficient to make an investment decision. All 
opinions and estimates contained in this report constitute RBC Wealth Management’s judgment as of the date of this report, are subject to change without 
notice and are provided in good faith but without legal responsibility. This report is not an offer to sell or a solicitation of an offer to buy any securities. Past 
performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Every province in Canada, state 
in the U.S., and most countries throughout the world have their own laws regulating the types of securities and other investment products which may be 
offered to their residents, as well as the process for doing so. As a result, the securities discussed in this report may not be eligible for sale in some juris-
dictions. This report is not, and under no circumstances should be construed as, a solicitation to act as securities broker or dealer in any jurisdiction by any 
person or company that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. Nothing in this report constitutes 
legal, accounting or tax advice or individually tailored investment advice. This material is prepared for general circulation to clients and has been prepared 
without regard to the individual financial circumstances and objectives of persons who receive it. The investments or services contained in this report may not 
be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about the suitability of such investments 
or services. To the full extent permitted by law neither RBC Wealth Management nor any of its affiliates, nor any other person, accepts any liability whatsoever 
for any direct or consequential loss arising from any use of this report or the information contained herein. No matter contained in this document may be 
reproduced or copied by any means without the prior consent of RBC Wealth Management. RBC Wealth Management is a division of RBC Capital Markets, 
LLC, member NYSE/FINRA/SIPC, which is an indirect wholly-owned subsidiary of the Royal Bank of Canada and, as such, is a related issuer of Royal Bank of 
Canada and part of the RBC Financial Group. Additional information is available upon request.
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Third-party disclaimer

References herein to “LIBOR”, “LIBO Rate”, “L” or other LIBOR abbreviations means the London interbank offered rate as administered by ICE Benchmark 
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