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The
national
economic
forecast is
provided
by Global
Insight
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ERFC Forecast Process

National Economic Forecast

v

Preliminary Washington State Economic Forecast

l

Review by Work Group
!

Review by Governor’s Council of Economic Advisors &

Economic and Revenue Forecast Council
&
Final National and Washington Economic Forecast
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ERFC and Revenue-Generating Agencies Create Revenue Forecasts
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Review by Forecast Council
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Final Washington General Fund Revenue Forecast
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Model captures
full simultaneity
of U.S.
economy

Output,
employment,
incomes,
prices, interest
rates,
international
trade, industrial
detail, etc.
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U.S. Macro Model Overview
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ERFC’'s US economic model

Global Insight
model

Blue chip ST &

consensus fu\é\g;les
GDP

prices

ERFC
U.S.
Forecast
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This model
was
reviewed by
Global
Insight in
2007-08
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ERFC’s Washington economic

model

U.S. Economic Forecast
Other Exogenous

Nonwage

W R

age Rates Employment Income
Wage & Salary Population &
Disbursements Housing

Personal Income
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Revenue Act model overview

B&O, RST, Use
and Public
Utility are
broken into 40
components
(some small
sources like
semiconduct-
ors and nuclear
waste disposal
are forecasted
exogenously)

July 29, 2013

QBR data on
taxable
activity (5
month lag)

State and National
Economic Models

DOR data on credits,
refunds, remittances
(1 month lag)

Quarterly forecast
of activity

Bimonthly forecast
of credits, refunds
remittances

Bimonthly forecast
of receipts

(1st through 10th,

11th through EOM)
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Washington Economic Overview

2012 State GDP (2005 dollars): $325.2 billion
e 3.6% growth over 2011; 4t fastest in U.S.
e 2.4% of U.S. GDP

2012 State Nonfarm Employment: 2.9 million

e 1.7% growth over 2011; tied for 16t fastest in
U.S.

e 2.1% of U.S. nonfarm employment
2012 State population: 6.9 million; 13t [argest state

e 1.1% growth over 2011 (U.S. = 0.9%)
o 2.2% of U.S. population
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Distribution of state population by
county, 2012
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Unemployment rates by metro area,

May 2013

Bellingham
7.2%
Qé&’g% Mt. Vernon-Anacortes
8.5%
Statewide R
¢ \
rate: 6.8% A
B
Yakima
Longview 9.5%
10.2%
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Major Industries by Employment

2012 Private Employment Shares by Industry
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Major Industries by Earnings

2012 Private Earnings Shares by Industry
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Washington
has gained
161,000 net
private sector
jobs since Feb
2010
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Washington Employment Trends

Employment Change since Trough (thousands)
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Washington
remains
33,000 jobs
below the start
of the
recession
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After 5 years, Washington

employment has still not recovered

Washington Employment after Business Cycle Peak
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Washington unemployment expected

to remain below U.S. rate

Unemployment Rate, SA
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Source: ERFC June 2013 forecast; historical data through 2013 Q1
July 29, 2013 Washington State Economic and Revenue Forecast Council




WA personal income will recover

slightly faster than the U.S.

Real Personal Income
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An index
greater than
50, implies
growth

July 29, 2013

Manufacturing stronger in WA than

nationally

Institute of Supply Management Index
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Boeing has over 7 years of

commercial orders on its books

Excludes the

military’s new 1600 5000
refueling
tanker @
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Single-family home prices continue to

INcrease
Case Shiller Home Price Index, SA
Apr 2013 Year-over-year percent Change
U.S. is up 25
12.0%
20
15
Seattle is
up 11.4% 10
w D5
c
g o« . .
o
a -5
-10
-15
-20
-25
2001 2003 2005 2007 2009 2011 2013
—Seattle —Composite 20
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WA building permits are improving

Washington Housing Units Authorized by Building
Permits, 3SMMA, SAAR
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Contract data signal a turning point

IN nhon-residential construction

Square Footage of Construction Contracts, SAAR, 3SMMA
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Washington construction employment

IS recovering

Washington Construction Employment
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Vehicle sales continue their upward

trend
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Washington exports by industry
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China is Washington’s Top Export

Destination
Exports by destination
China
m Japan
Canada
B Euro Area
United Arab
Emirates
m All other (205
countries)
Source: WISER Trade Data; data through 2012
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Export growth has slowed

Exports
Trans. Equip. Percent Change, year ago

exports were

up 28% year 80
over year in
April and May 60
2013

Ag exports
were down
48% year over
year in April
and May 2013

2000 2002 2004 2006 2008 2010 2012

mm Total -——=Total excluding Transportation Equipment

Source: Wiser Trade Data; through May 2013
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Seattle employment declined further

but has recovered faster

Thousands
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Source: Employment Security Dept., ERFC; data through June 2013
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Seattle area has most of recent

growth in building permits

Housing Units Authorized by Building Permits

—Seattle metro ——Other Washington

Source: U.S. Census Bureau, ERFC; data through 2012
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Revenue collections have been weak

compared to past recoveries

Revenue Act
collections have
now exceeded
their previous
peak reached in
Q1 2008
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Revenue Act Collections after Business Cycle Peak

Cumulative Growth (percent)
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Source: ERFC; data through 2013 Q1
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Revenue Act collections are still on an

upward trend

$millions SA

Collections 1000
were up 7.1%
year-over-year
for first quarter
2013 activity 900
(February 11,
2013-May 10,
2013
collections) 800

700
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Revenue Act Revenue = = 3-Month Moving Average

* Adjusted for large one-time transactions, amnesty payments and reporting frequency change,
current definition of Revenue Act

Source: DOR and ERFC; monthly data through estimated May 2013 activity
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Revenue for liguor sales has been

volatile recently

Liquor Sales and Liter Taxes, SA
Revenue was
$0.6 million
(2.6%) above
the June
forecast

Millions of dollars
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Source: DOR, ERFC; data through June 2013
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REET still showing growth after

end of year rush

Seasonally Adjusted Taxable Real Estate Excise

2012 real estate Activity

sales were $Billions
elevated due to 10
the incentive to
claim capital
gains before
taxes increased
in 2013, with a
particularly large
rush at the end
of the year.

Sales since the
rush have been
stronger than
expected but a
current shortage
of houses for
sale might limit
short-term
growth.
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Conclusion

Washington state accounts for roughly 2% of the
U.S. economy and population

e The state’s economy continues to grow at a slow but
steady pace but has lower unemployment and higher
income growth than the U.S as a whole

e Over the next several years, Washington is expected
to slightly outperform the U.S. economy

e Positives include housing and construction, auto
sales, and software; non-education government
employment continues to contract
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