Forecast Councilmember Briefings (July 2016)
July 2016 King County Economic and Revenue Forecast 
Office of Economic and Financial Analysis

Objective: Provide outline and detail around the July 2016 economic and revenue forecast update.
I. Economic changes since March 2016
National/International
· The economy expanded 1.1% in the 1st Quarter, attributable to slowing global economy, strong dollar, financial turbulence
· But 2nd quarter looking better (i.e. ~2.5% growth)
· Employment adds averaged 172,000/mo. in first six months of 2016 
· House prices continue to increase (CS Index up 5.4% April 2015 to April 2016.) 
· Federal Reserve holding on interest rates (possible/probable later this year)
· U.S. fiscal policy relatively quiet-election year (Puerto Rico, tax reform)
· Risks include Brexit and China among others
King County
· Strong employment growth (3.4% growth in 2016:1Q, accelerating in April-May!)
· Unemployment at 4.4% (May 2016)
· Strong taxable sales growth 
· Seattle housing index up about 10.7% (April, 2015 to April, 2016)
· However, employment ads down for 5 months (May flat), permits down over 30% (ytd)
Impacts to Economic and Revenue Forecast
· Likely to see continued national economic growth in rest of 2016 and 2017
· Inflation is picking up a little in 2016 (energy price impacts moving through, some wage growth)
· Continued recovery in housing in 2016/2017
· Local employment forecast calling for good growth in 2016 (2%-3%) and slower growth in 2017 (1%-2%)-return to mean levels
· [bookmark: _GoBack]Mostly modest changes for the KC Revenue forecast (local sales tax up significantly) 

2. Revenue Forecast
Assessed Value
· 2016 assessment in progress (about 13% of parcels posted so far)
· Residential assessments likely to be up 7% to 10%
· Case-Shiller Seattle was up 7.6% on average in 2015
· We match parcels on a yearly basis to look for trends in the following year
· The forecast was little changed from March
· Commercial assessments are forecast to be up 6%-8% in 2017
· So 2017 countywide AV is forecast to grow about 8.5%
· Unincorporated AV is likely to increase too
· Currently looks to be up 5%-7% in 2017
· Annexations affect growth in later years
· August forecast may be different (which affects UAL/Roads and others) 
New Construction
· New construction is made up of local area new construction and changes in state assessed utility values
· Local new construction-anticipating growth
· Construction sales tax receipts up a lot (near 20% so far through April!)
· Construction employment is up some
· State assessed value change has varied from $0 to almost $800M year on year
· Was $460M in 2016
· Based on conversation with state appraiser, no increase was assumed for 2017 
Sales Taxes
· Up 7.8% in 2014 and 10.2% in 2015
· Forecasting about 8.8% growth in 2016 and 5.1% in 2017 (increase from March)
· Revenue streams impacted differently due to annexations, delinquencies, incorporated/unincorporated split
· Hotel tax receipts continue to be strong in 2016
· Forecast calls for continued growth
Other
· REET-forecast increase based on actuals through June
· 2015 saw huge increase mostly due to one large sale
· 2016 (YTD) transactions are down 3%, prices are up about 12%
· Investment Pool-Still very small yields
· CPI-small changes but overall low inflation in 2016
· COLA-Most contract adjustment mechanisms fixed/being bargained
Property Taxes
· Not much impacted by countywide AV change  
· Impact on rates affects levy planning and pro-rationing (e.g. Vets/AFIS, $5.90)
· IPD rate may require substantial need ordinance (forecasts assume 1% growth)
· 2016:1Q implicit price deflator up 0.0% (yoy)
· Still challenging for the UAL/Roads levy but improving
