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National and State Economic Indicators

April Year-to-Date Revenue Collections, Fiscal Year 2019
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Debt Matters

Tariffs



National and State Economic Indicators

According to the initial estimate, real GDP grew at an annualized rate of 3.2 percent in the first
quarter of 2019, following 2.2 percent in the fourth quarter.

Payroll employment rose by 263,000 jobs in April.
— This follows the March gain of 189,000 jobs.

The national unemployment rate fell to 3.6 percent in April as the labor force contracted.

— This is the lowest rate since the 1960s.

Initial claims for unemployment fell by 2,000 to 228,000 during the week ending May 4.
— The four-week moving average rose by 7,750 to 220,250.

The Conference Board'’s index of leading indicators rose 0.4 percent in March, following a 0.1
percent increase in February and no change in January, suggesting moderate economic growth
should continue.

The Conference Board'’s index of consumer confidence rose from 124.2 to 129.2 in April. Both
the expectations and current conditions components contributed to the increase.

Conditions in the manufacturing sector weakened in April. The Institute of Supply Management
index fell from 55.3 to 52.8, still consistent with continued growth.

Total implemented US tariffs since January, 2018 are $311 billion, mostly against Chinese
companies, and an additional $278 billion recently proposed. Retaliatory tariff actions taken
have been $134 billion with an additional $20 billion proposed, mostly by China on US
companies.

Federal debt ceiling reached on March 2, extraordinary measures can last until early
September.



National and State Economic Indicators

The CPI rose 0.4 percent in March following a 0.2 percent increase in February, and
stands 1.9 percent above March 2018.

— Core inflation (excluding food and energy prices) rose by 0.1 percent, and has
increased 2.0 percent from last year.

At its May meeting, the Federal Reserve left the federal funds target rate unchanged at
2.25 to 2.5 percent.

In Virginia, payroll employment rose 0.9 percent in March compared with last year.
Northern Virginia posted growth of 1.8 percent; Hampton Roads employment was
unchanged; and Richmond-Petersburg rose 0.6 percent.

The seasonally adjusted unemployment rate was unchanged at 2.9 percent in March,
but remains 0.3 percent below last March.

The Virginia Leading Index rose 0.1 percent in March after rising 0.6 percent in
February.

— The U.S. Leading Index and future employment improved in March, while auto
registrations declined and initial claims increased.

— The indexes for Roanoke, Richmond, Northern Virginia, Hampton Roads, and
Harrisonburg increased in March while the indexes for Lynchburg, Charlottesville,
and Blacksburg decreased. The Bristol, Winchester, and Staunton indexes were
little changed.



Growth in Total General Fund Revenue Collections
(Includes Post-GACRE Policy Adjustments)
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« Total general fund revenues increased 27.4 percent in April.
— Most of the increase is due to individual nonwithholding payments received ahead of the
May 1 filing date.
 On a year-to-date basis, total revenues increased 6.2 percent, ahead of the annual
forecast of a 5.9 percent increase.

Note: Post-GACRE Policy Adjustments include Chainbridge
revenue estimates (temporary and permanent provisions).
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Monthly Growth:

Growth in Withholding Tax Collections
(Includes Post-GACRE Policy Adjustments)
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Collections increased 7.4 percent in April.

— This was an expected result given one additional deposit day — which made up for one less deposit
day in March.

Year-to-date, withholding collections have increased 3.7 percent compared with the same period last year,
behind the projected annual growth of 3.8 percent.

Virginia unemployment rate of 2.8 percent is well below US 3.6 percent.
Virginia wages and salaries grew at 3.8 percent in calendar year 2018.



Millions

Nonwithholding Tax Collections
(Includes Post-GACRE Policy Adjustments)
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. To date, roughly 70 percent of the nonwithholding forecast has been collected, and collections increased 6.7
percent from the same period last year, behind the annual estimate of 15.2 percent growth.

- April's $1.2 billion in receipts includes payments due to the Tax Cuts and Jobs Act.
-  The average check size for May and June needs to increase by about 26 percent.
»  Through the first half of May, the average check size is up 37 percent.

. May receipts will mainly be final payments for tax year 2018 and continues to be a significant unknown
positive affecting the revenue forecast.




Individual Income Tax Refunds
(Includes Post-GACRE Policy Adjustments)

« As the main filing season continues, $454.3 million in refunds were
issued in April compared with $499.8 million last April.

* Year-to-date, refunds decreased 10.0 percent from the same period last
year, as compared to the estimate of a 3.3 percent increase.

— Since the filing season began in February, TAX has issued 2.2
million refunds, about 130,000 fewer than through April of last year.

— Part of the decline in refunds is due to the Tax Cuts and Jobs Act
effects on Virginians.

Net Individual Income Tax
(Includes Post-GACRE Policy Adjustments)

* Through April, collections of net individual income tax rose 6.4 percent
from the same period last year, behind the annual estimate of 6.7
percent growth.



Growth in Sales Tax Collections
(Includes Post-GACRE Policy Adjustments)
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» Collections of sales and use taxes, reflecting mainly March sales, increased 2.9
percent in April.

 On a year-to-date basis, collections increased 3.4 percent, behind the annual
estimate of 3.7 percent growth.
— Sales tax dealers payments have increased 1.9 percent
— Use tax dealers (includes internet sellers) payments have increased 13.6 percent
— Includes a large prior year refund issued last month



Net Corporate Income Tax Collections
(Includes Post-GACRE Policy Adjustments)

Collections of corporate income tax were $272.3 million in April,
compared with $181.0 million last April.

— Most of the activity in April is from companies making final tax year
2018 payments.

— Part of the increase is due to the Tax Cuts and Jobs Act, it will not
be until after the returns have been processed that any analysis
can be done.

» Assumed revenue gain of $163.9 million in FY109.

On a year-to-date basis, collections in this source have increased 13.8
percent, ahead of the estimate of 5.6 percent growth.



Recordation Tax Collections
(Includes Post-GACRE Policy Adjustments)

Collections of wills, suits, deeds, and contracts — mainly recordation tax
collections — increased 1.9 percent in April.

— On a year-to-date basis, collections are down 3.9 percent as
compared to the annual forecast of a 6.7 percent decline.

Insurance Premiums Tax
(Includes Post-GACRE Policy Adjustments)

Insurance companies made their first estimated payment for tax year
2019 in April. Collections in this source were $136.6 million compared
with $128.5 million in April of last year.

— Estimated payments are due in June.

For the fiscal year to-date, net insurance premiums tax collections are
$247.9 million compared with $212.2 million during the same period
last year.



Summary of Fiscal Year 2019 Revenue Collections

(Includes Post-GACRE Policy Adjustments)

July through April
Percent Growth over Prior Year

As a %

of Total YTD Annual May-Jun Req'd Prior Year
Major Source Revenues Actual Estimate @ Variance  to Meet Est. May-Jun
Withholding 61.8 % 3.7 % 3.8 % (0.1) % 4.3 % 10.5 %
Nonwithholding 19.0 6.7 15.2 (8.5) 41.0 (5.0)
Refunds (9.4) (10.0) 3.3 (13.3) 94.0 (7.6)

Net Individual 71.5 6.4 6.7 (0.3) 7.8 6.9

Sales 17.1 34 3.7 (0.3) 4.7 2.9
Corporate 4.3 13.8 5.6 8.2 (23.4) (5.3)
Wills (Recordation) 1.8 (3.9) (6.7) 2.8 (18.0) 2.0
Insurance 1.9 16.8 17.0 (0.2) 17.2 6.9
All Other Revenue 3.5 10.1 3.0 7.1 (12.2) 0.1
Total 100.0 % 6.2 % 59 % 0.3 % 45 % 50 %
Total less
Nonwithholding 81.0 % 6.2 % 3.9 % 2.3 % (4.9) % 8.0 %

* To attain the Chapter 854 enacted budget and fully fund the Taxpayer
Relief Fund of $450 million, total fiscal year revenue growth needs to be

5.5 percent.



ytd rev

																Percent Growth over Prior Year

								As a %

								of Total								YTD						Annual												May-Jun Req'd								Prior Year										18-Dec				YTD														Required to Meet								June						Projected		Forecast

				Major Source				Revenues								Actual						Estimate						Variance						to Meet Est.								May-Jun										FY19 FC				FY19		FY18		FY17				FY18 Actual		FY17Actual				FY18		FY17		FY16				Growth		Total		Surplus		FY %		FY %



				Withholding				61.8		%						3.7		%				3.8		%				(0.1)		%				4.3		%						10.5		%						Withholding		13,013.9				$10,761.6		$10,380.7		$9,940.2				$12,540.5		$11,895.4				2,252.3		2,159.8		1,955.2				1.02		2203.0		-49.4		3.4		3.8

				Nonwithholding				19.0								6.7						15.2						(8.5)						41.0								(5.0)								Nonwithholding		4,001.0				$2,785.8		$2,610.8		$2,111.6				$3,472.9		$3,018.5				1,215.2		862.0		906.9				1.1		948.2		-267.0		7.5		15.2

				Refunds				(9.4)								(10.0)						3.3						(13.3)						94.0								(7.6)								Refunds		-1,969.7				($1,498.8)		($1,664.9)		($1,598.4)				($1,907.6)		($1,861.0)				-470.9		-242.7		-262.6				0.9		-218.4		252.5		-10.0		3.3

				   Net Individual				71.5								6.4						6.7						(0.3)						7.8								6.9								   Net Individual		15,045.2				$12,048.5		$11,326.7		$10,453.4				$14,105.8		$13,052.9				2,996.7		2,779.1		2,599.5						2932.7		-63.9		6.2		6.7

																																																																										0.0

				Sales				17.1								3.4						3.7						(0.3)						4.7								2.9								Sales		3,591.1				$2,755.1		$2,663.3		$2,580.8				$3,461.8		$3,357.1				836.0		798.5		776.3				1.03		822.5		-13.5		3.3		3.7

				Corporate				4.3								13.8						5.6						8.2						(23.4)								(5.3)								Corporate		910.5				$765.9		$673.1		$627.6				$861.9		$827.0				144.6		188.8		199.3				1.05		198.3		53.7		11.9		5.6

				Wills (Recordation)				1.8								(3.9)						(6.7)						2.8						(18.0)								2.0								Wills		368.6				$305.2		$317.6		$318.6				$394.9		$394.4				63.4		77.3		75.8				1		77.3		13.9		-3.1		-6.7

				Insurance				1.9								16.8						17.0						(0.2)						17.2								6.9								Insurance		395.3				$247.9		$212.2		$223.3				$337.9		$340.9				147.4		125.8		117.6				1.02		128.3		-19.1		11.3		17.0

				All Other Revenue				3.5								10.1						3.0						7.1						(12.2)								0.1								All Other Revenue		739.9				$538.6		$489.2		$493.9				$718.5		$722.9				201.3		229.2		229.0				0.98		224.7		23.4		6.2		3.0

																																																																										0.0

				Total				100.0		%						6.2		%				5.9		%				0.3		%				4.5		%						5.0		%						Total		$21,050.6				$16,661.296		$15,682.039		$14,697.469				$19,880.775		$18,695.075				4,389.304		4,198.736		3,997.6						4383.7		-5.6		5.9		5.9

																																																		Diverson & Xfer						$27.3		$26.5		$26.6																						SURPLUS

																																																		AST Repel		27.2																														Annual		2.9

																																																																																$14,981.29				3.0

				Sales (x AST)												3.4		%				4.5		%				(1.1)		%				8.3		%						3.0		%						Sales x AST		3,618.300				$2,782.4		$2,689.8		$2,607.4				$3,461.8		$3,357.1				835.9		772.0		749.7						$1.062

				Total (x AST)												6.2		%				6.0		%				0.2		%				5.2		%						5.0		%						Total x AST		21,077.800				$16,661.3		$15,682.0		$14,697.5				$19,880.8		$18,695.1				4,416.5		4,198.7		3,997.6

				Total less

				Nonwithholding				81.0		%						6.2		%				3.9		%				2.3		%				(4.9)		%						8.0		%						Total/no nonwithholding		17,049.6				13,875.5		13,071.2		12,585.9		0.0		16,407.9		15,676.6		0.0		3,174.1		3,336.7		3,090.7

																																																		Refund in July 14 and last Jan 15

						284875																																																		211								444.5

																																																		SouceSheet						$2,993.4								0.25

																																																																111.125

																																																		Sales

																																																		Doa						$2,755.1		$2,663.3						1.0312

																																																		Transfer						$27.3		$26.5		1.0301886792

																																																		Diversion						13875.518		13071.199

																																																		Total Pre AST						$16,657.9		$15,761.0		1.0569095937				FY15 all		3235.444

																																																								0.000		0.000						AST		191.5

																																																								$16,657.9		$15,761.0		1.0569095937				HB2313		$27.3

																																																																		13875.518

																																																																		- 0

																																																																		$16,946.8

																																																																		0.000

																																																																		16946.76

































Diversion and Transfer tracking

				Diversion

		To HMOF		Jul		Aug		Sept		Oct		Nov		Dec		Jan		Feb		March		April		May 		June		Total

		FY14 - 0.05		2.3		3.7		3.8		3.9		3.9		3.8		4.9		3.4		3.4		3.8		4.1		4.2		45.2

		FY15 - 0.1		5.4		8		8		8.2		8.1		7.9		9.4		6.8		6.7		6.8		8.5		8.6		92.4

		FY16 - 0.1		3.5		8.8		8.2		8.3		8.9		8.1		9.8		6.8		7.4		8.4		8.6		8		94.8

		FY17 - 0.1		3.5		8.3		8.5		8.6		8.6		8.6		10.3		7.2		7.5		8.7		8.8		8.9		97.5

		FY18 - 0.1		3.6		8.6		8.6		8.6		8.6		8.8		10.3		7.7		7.5		9		8.8		9.4		99.5

		FY19		4		8.9		9.3

				Sales Transfer

		To Transfer		Jul		Aug		Sept		Oct		Nov		Dec		Jan		Feb		March		April		May 		June		Total

		FY14 - .125		5.6		9.3		9.4		9.6		9.8		9.6		10.7		8.4		8.5		9.6		10.3		10.4		111.2

		FY15 - .125		6.8		10		10		10.1		10.1		9.9		11.8		8.5		8.4		10		10.6		10.7		116.9

		FY16 - .125		4.3		10		10.3		10.5		11.1		10.1		12.3		8.6		9.7		10.8		10.8		10		118.5

		FY17 - .125		4.3		10.4		10.6		10.7		10.7		10.8		12.9		9		9.3		10.9		11		11		121.6

		FY18 - .125		4.3		10.8		10.8		10.8		10.8		11.1		12.9		9.6		9.3		11.3		11		11.7		124.4

		FY19		5		11.1		11.5



		Total		12.2		18		18		18.3		18.2		17.8		21.2		15.3		15.1		16.8		19.1		19.3		209.3

				7.8		18.8		18.5		18.8		20		18.2		22.1		15.4		17.1		19.2		19.4		18		213.3

				7.8		18.7		19.1		19.3		19.3		19.4		23.2		16.2		16.8		19.6		19.8		19.9		219.1

				7.9		19.4		19.4		19.4		19.4		19.9		23.2		17.3		16.8		20.3		19.8		21.1		223.9

		FY 18ytd total		7.9		27.3		46.7		66.1		85.5		105.4		128.6		145.9		162.7		183		202.8		223.9
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Next Significant Data Points

« MAY

— Key payments from individual nonwithholding will be received.
— Continue to monitor tax refunds.

« JUNE

— Individual, corporate, and insurance companies have estimated payments due
June 15.

— Continue to monitor tax refunds.



Debt Matters

March 1 marked the end of the debt ceiling suspension with the federal debt
at $22 trillion.

— The U.S. Treasury estimates it will run out of money in September 2019.
(CBO via Washington Post)

In June 2018, the Congressional Budget Office estimated federal debt held
by the public will rise from 78 percent of GDP at the end of this year to 96
percent in 2028. That would mark the highest percentage since 1946.

Americans owe over $1.5 trillion in student debt with about 45 million
borrowers, about $521 billion more than total U.S. credit card debt. The
average student in the class of 2016 has $37,172 in student loan debt.
(Make Lemonade via Forbes, and Student Loan Hero)

Total credit card debt has reached its highest point ever, surpassing $1
trillion in 2017. (Federal Reserve via cnbc.com) The average American has
a credit card balance of $6,375, up 3 percent from last year.




Debt Matters

Companies are carrying a $9 trillion debt load. Corporate debt has swelled

from nearly $4.9 trillion in 2007 as the Great Recession was just starting to
break out, increasing 86 percent. (Securities Industry and Financial
Markets Association via cnbc.com)

U.S. corporate debt has climbed to roughly 46 percent of GDP, the highest

on record. (Federal Reserve and Commerce Department, via WSJ)




Debt Matters

Federal Outlays in FY 2018
(S in billions)

her Mandatory Other mandatory
5569 includes:

Federal retirement
Ul

Defense
$623

Social Security
5982
Medicaid
$389
Medicare
$582
Net Interest

$325

Nutrition

TANF
ssl
EITC

Source: FY 2020 budget, Table S-3

16



Debt Matters

Raised discretionary caps in FY 18 and FY 19
“Side agreement” extra funding

Extended mandatory sequestration

Disaster relief

Suspended debt limit until March 2019



Debt Matters

Current-Law and Proposed Discretionary

FY 2019 Final $647
FY 2020 BCA $576
FY 2020 President $576
FY 2020 House $664
$0 $200 $400

Source: FY 2020 Budget, Table S-7; H.R. 2021

Spending
$69 $597
$70 $543
$174 $543
$69 $631
$600 $800 $1,000
S in billions

Defense Base

B Non-Defense Base

$23
$24
$24
$32
$1,200 $1,400 $1,600

W Defense Adjustments

B Non-Defense Adjustments
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Debt Matters

 New budget agreement?
e Tied to debt limit?
FY 2020 . .
Nty © Tied to everything!

e Lots of activity
e Little action
e Everything linked to the election cycle

e Budget deficit re-emerges as a political hot potato
e Federal shutdowns are no longer unthinkable

Risks to States

Federal Government is not in a position to bail out
states in the next economic downturn.

19



Tariffs

Possible Outcomes Impact on Virginia

* Product Substitution

Port of Virginia import / export volumes

Port of Virginia import / export volumes

e Market Slow-Down

State revenue decline

e Financial Market Decline VRS investment earnings
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