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Summary 

• The U.S. and Washington economies continue to 
grow, although at a slow pace 

• Construction activity has been a big contributor to 
Washington employment growth; employment is 
rising in most Washington industries except 
aerospace and federal government 

• Risks to the forecast are generally from factors 
outside the state, including a weaker Chinese 
economy, uncertain federal fiscal policy and 
possible disruptions to the housing recovery 

•  State revenue collections have returned to pre-
recession levels 
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Three major risks to the forecast 

China 

• Hard Landing 

• Reduced 
Exports 

Fiscal 
Policy 

• Debt Ceiling 

• Budget 

Housing 

• Affordability 

• Household 
formation 

Baseline 
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China’s Economic Growth has Slowed 

Source: Blue Chip, IMF, ISI; data through 2013 
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Excluding aerospace, exports outside 
of China are weak 
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Declining government expenditures a 
drag on GDP growth 

-2 

-1 

0 

1 

2 

3 

4 

5 

2011 2012 2013 

P
e
r
c
e
n

ta
g

e
 P

o
in

ts
 

Contributions to Percent Change in Real GDP 

Personal Consumption Private Investment 

Net Exports Govt Exp & Investment 

Source: BEA; data through 2013 Q2 



Economic Outlook 
October 09, 2013 

Slide 6 WASHINGTON STATE ECONOMIC AND REVENUE FORECAST COUNCIL 

Consumer confidence is beginning to 
strengthen… 
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…but housing affordability is 
plummeting. 
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Source: Global Insight, WA Center Real Estate Research, ERFC; data through 2013Q3 
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Mortgage rates are increasing 
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Many adults continue to live at home 
with their parents 
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Euro area GDP has returned to 
positive growth but risks remain 
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U.S. employment returns to pre-
recession levels in 2014  
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Source: BEA, ERFC; historical data through 2012 



Economic Outlook 
October 09, 2013 

Slide 12 WASHINGTON STATE ECONOMIC AND REVENUE FORECAST COUNCIL 

Oil prices are expected to decline 
over the next several years 
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Washington personal income is 
growing 

100 

150 

200 

250 

300 

350 

400 

450 

2000 2002 2004 2006 2008 2010 2012 2014 2016 

B
il
li
o

n
s
 o

f 
D

o
ll
a
r
s
 

Washington Personal Income 

Actuals September forecast 

Source: ERFC September 2013 forecast; historical data through 2012 
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Washington Housing Permits Forecast: 
still increasing but lower than June 
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Source: U.S. Census, ERFC September 2013 forecast; historical data through 2012 
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Like the U.S., Washington employment 
will return to pre-recession levels in 
2014… 
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Source: ERFC September 2013 forecast; historical data through 2012 
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But Washington employment is 
growing slightly faster than the U.S. 
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WA personal income will recover 
slightly faster than the U.S. 
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Source: ERFC September 2013 forecast; historical data through 2013Q2 
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Washington unemployment expected 
to remain below U.S. rate 
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Major Industries by Employment 
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After 5+ years, Washington 
employment has still not recovered 
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Most of the job growth has been in 
Seattle 
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Seattle Metro Division Rest of Washington 

Source: WA State Employment Security Department; data through August 2013 
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Aerospace employment is declining 
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Source: ERFC September 2013 forecast; historical data through 2012 
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Boeing has over 7 years of 
commercial orders on its books 
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Washington construction employment 
is recovering 
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Source: ERFC September 2013 forecast; historical data through 2013Q2 
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Single-family home prices continue to 
increase 
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Washington building permits are 
improving 
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Source: U.S. Census Bureau; data through August 2013 
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Contract data shows increase but still 
signals near term weakness 
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Source: Dodge, ERFC; data through August 2013 

Non-Residential 
square footage is 
up 70%, and 
value is up 35% 
year over year 
(3mma). 
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Construction contributes more to the 
GF-S than to Gross State Product 
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Vehicle sales continue their upward 
trend 
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Source: Autodata Corporation, WA DOL; data through September 2013 

WA new 
vehicle 
registrations 
in September 
were up 9% 
year-over-
year. 
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Revenue collections have recovered 
slowly after the last recession 
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Revenue from liquor sales has been 
volatile since privatization 
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Source: DOR, ERFC; data through August 2013 

Revenue was 
$4.4 million 
(7.1%) above 
the June 
forecast 
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REET base strengthening along with 
spikes of large commercial sales 
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Source: ERFC; Monthly data through August 2013 preliminary 

Even after last 
year’s rush in 
sales of 
commercial 
property due to 
federal tax 
changes, large 
commercial 
sales are still 
occurring at an 
above-average 
rate 
 

Residential 
prices and sales 
volume have 
been increasing 
but could falter 
due to higher 
mortgage rates 
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Forecast revisions to the 2011-13 
biennium 
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Conclusion 

• We expect the slow pace of economic recovery to 
continue in both the U.S. and Washington 
economies 

• Washington is still likely to outperform the nation, 
but by a small margin 

• Washington construction activity has been strong 
but rising mortgage rates could slow the housing 
recovery 

• Other threats to economic recovery include 
slowing Asian economies and uncertainty around 
federal fiscal issues 
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Questions 

Economic & Revenue Forecast Council 
1025 E. Union Avenue, Suite 544 
Olympia WA 98504-0912 
 
www.erfc.wa.gov 
360-534-1560 


