March 2021 Economic
and Revenue Forecast

February 24t, 2020 Oregon Office of Economic Analysis
Mark McMullen
Josh Lehner



Encouraging pandemic progress

COVID-19 in Oregon
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* New cases and hospitalizations
down by more than two-thirds

* Nearly 550,000 Oregonian adults
have received at least one dose of
the vaccine (16% of total)

* Key assumptions
 Pandemic continues to wane
* Economy continues to reopen

* Households feel increasingly
confident in their ability to safely

resume activities



Total Oregon Personal Income

Nominal, Percent Change from Pre-Recession Peak
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* Unprecedented federal aid has
boosted incomes higher today than
before the pandemic

* Oregonians expected to receive $12
billion in Ul, S11 billion in PPP and S8
billion in rebates

 Economy proving more resilient as
well. Income excluding direct federal
aid has returned to pre-pandemic
levels.

* Investment income remains healthy
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U.S. Checkable Deposits
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Households have built up
considerable savings in the past year

Concentrated among middle- and
high-income households

Lower-income households continue
to struggle

* Job prospects remain dim

* Federal aid has lapsed at different
points

Pent-up demand will be unleashed
as pandemic wanes and economy
reopens

Mix of consumer spending will shift
back to labor-intensive, in-person
services, driving strong employment
gains



Risk: Economic scarring

New Business Formation Unemployed Oregonians
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Regional performance varies

Oregon Employment: Metro and Nonmetro
Percent Change from February 2020
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* I|nitial severity of recession affected
by exposure to tourism and travel

* Rural economies supported by
transfer payments to a greater
degree

* Urban economies impacted by lack
of business travel and working
from home



Oregon’s comparative advantage

Oregon Population Growth

* Population growth entirely

Natural Increase (Births minus Deaths) | reliant on net migration
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Bottom line

Oregon Recession Comparison

Employment Percent Change from Pre-Recession Peak

* Growth stalled over the winter as
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Revenue Outlook



Not a typical recession for tax revenue

Oregon Tax Collections and Job Growth * To date, revenue losses in the
and Employment current recession pale in
year-over-year percent change comparison to Oregon’s recent
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Personal Income Tax withholdings

strengthen further

Oregon Withholding

30 Day Rolling Sum of Collections, Year-over-Year Change
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Wilshire 5000 Stock Price Index

Percent Change from Start of Recession 1980 * Nonwage forms of personal
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Corporate taxes are holding up

Oregon Corporate Excise Tax

Nominal, Percent Change from Start of Recession « Corporate income and excise
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Lottery outlook improves

Oregon Video Lottery Sales
4 Week Average
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Bottom Line



General Fund

Revenues

Personal Income Taxes

Corporate Income Taxes
Other

Total

S Millions from Dec

Other Revenues

Lottery
Corporate Activity Tax
Marijuana Tax

Total

19-21 21-23 23-25
498 135 600
223 -120 -1
23 -5 6
743 10 605
S Millions from Dec
19-21 21-23 23-25
-101 46 46
40 56 13
-5 -1 0
-66 101 59

Total Sum

S Millions from Dec

19-21
677

21-23
111

23-25
665

* Including resources from the current
biennium, budget writers are expected
to have nearly S800 million in
additional revenue to work with this
session

* The outlook for most major tax
instruments has been revised upward

* Lottery sales are an exception due to
restrictions



Revenue bottom line

Net General Fund and Lottery Revenue
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Oregon’s unigue kicker l[aw

Oregon General Fund Forecast Errors

Percent Difference between Close of Session and Actuals ° March forecast pUtS kicker
Kicker Threshold credit back in play

Individual Biennium ===-Average Error

* Kicker credit is far from a sure
thing since the tax season has
yet to get under way

* Projected Kickers
* Personal kicker S571 million
(2.88%)

* Corporate kicker $420 million
(dedicated to K-12)
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Sizable reserves remain

Oregon Budgetary Reserves (billions)
B Educ. Stability Fund m Rainy Day Fund = Gen. Fund Ending Balance  Effective Reserves ($ millions)
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