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U.S. market brief 

Texas municipalities in the 
wake of Hurricane Harvey

Hurricane Harvey may ultimately be one for the record 
books, but its full effects will not be known for several 
days or weeks. Therefore, we believe it would be 
premature to speculate if this storm is any different than 
past catastrophic hurricanes. Assuming Harvey is not an 
outlier, history has proven that the storm’s devastation 
should not translate into any municipal bond losses. 

The municipal market has experienced several 
catastrophic hurricanes including Hurricane Andrew, Katrina, and Sandy in recent decades, yet by 
our recollection there has never been a municipal bond default as a result. 

Hurricane Andrew hit southern Florida in 1992 as a category 5 hurricane, then raced across the Gulf of Mexico 
and thumped Louisiana as a category 3 squall. The storm destroyed more than 63,500 houses and damaged roughly 
124,000 others in Florida, and flattened 2,986 homes and damaged 23,000 others in Louisiana.

Hurricane Katrina hit Louisiana in 2005 as a category 3 hurricane, and ultimately disturbed roughly 90,000 square 
miles of the United States. Over 80% of the city of New Orleans was inundated with upwards of 14 feet of water, and 
the city’s population decreased by over 50% immediately after the storm.

Superstorm Sandy hit New York/New Jersey in 2012 as a massive post-tropical cyclone.  The storm damaged/
destroyed 661,000 homes and decimated New York’s regional transportation infrastructure. Downtown Manhattan 
was flooded with over 4 feet of water, and all tunnels absent one into Manhattan were swamped, as were subways 
under the East River and lower Manhattan.

Communities rebuild
Numerous communities, including New Jersey coastal communities, Breezy Point (Queens), Florida coastal 
communities, North Carolina Outer Banks, and Galveston, have been decimated by past storms, yet the 
communities continue to thrive today. Similarly, Miami, New Orleans, and New York City were flooded but these 
cities are still flourishing. 

Forecasting what an individual or group will do after a tragedy is inherently unpredictable. However, we believe 
the likelihood of someone rebuilding significantly increases if there is a reasonable probability of future prosperity. 
From our perspective, the Houston-area economy was flourishing prior to Harvey, and notwithstanding the 
temporary inundation, the economy should continue to prosper in its aftermath. In the interim, rebuilding 
stimulus and federal funding should boost the suppressed regional economy until the region regains its footing. 

 
For author’s contact information and important disclosures, see Page 2  



Page 2 of 2 U.S. market brief: Texas municipalities in the wake of Hurricane Harvey, continued August 29, 2017

Time will tell
Individual municipal credits may have unique characteristics that could lead to adverse outcomes. However, 
notwithstanding the current tragic events, at this point, we do not believe the aftermath of Hurricane Harvey will 
be any different than past storms. 

We believe the rating agencies may put certain adversely impacted credits on negative outlooks as a precaution, 
but if history is any precedent, we do not expect any payment disruption.

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.

Author
James Mann, Head, U.S. Fixed Income Strategies Group 
james.mann@rbc.com; RBC Capital Markets, LLC

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 
Administration (or any other person that takes over the administration of such rate).


