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Summary 

  The U.S. economy continues slow recovery 
  2012 turned out “O.K.”  

  No EU meltdown   

  Some fiscal resolution 

  Housing market turnaround  

  No Mayan apocalypse 

  Forecast is consistent 
  Slow growth in early 2013 that accelerates in 2014 

  Risks remain globally and nationally 
  Recession in Europe, uncertain public finances 

  King County’s economy is improving significantly 
  Employment, commerce, commercial construction, housing 

  King County’s revenues are generally improving 



Economic growth but weak job growth 

Blue = US Real GDP (in billions $)   Red = US Jobs (in millions) 

Economic context:  Jobs 

Output is well 
above pre-
recession 
levels, but with 
significantly  
fewer people 
employed. 

Employers are 
doing more 
with fewer 
employees, so 
employment is 
growing...but 
growing slowly. 



US Job Growth:  weak, yet positive and 
following recent trends 

Blue = Actual   Orange = Recession   Red = Forecast 

Economic context:  Jobs 

Notice a 
pattern? 

Job growth 
has lagged 
recent 
recessions.  

The Great 
Recession’s 
unique nature 
has made  
employment 
recovery more 
difficult.   



Postcards from the edge:  fiscal 
policy continues to make headlines 

  The second half  of  2012 was affected by the “fiscal cliff” 
  Tax cut expirations and expenditure increases 

  Came down to the wire (actually past the wire) 

  No grand bargain (i.e. a long-term, sustainable plan for dealing with 
the nation’s debt) 

  Result included eliminating some of  the Bush era tax cuts and the 
payroll tax cut 

  Fiscal issues in 2013 continue to make headlines 
  Debt ceiling discussions in January (postponed until summer)   

  Sequester (went into effect in March) 

  Possible government shutdown (March 27) 

  Difficulty on these issues all symptoms of  ideological divide 
on size/role of  Federal government 
  Increasing debt and entitlement programs  



Corporate profits at an all time high 

Blue = Actual  Orange = Recession 

Economic context:  Business recovery update 

Corporate 
profits have 
doubled since 
the depths of  
the Great 
Recession. 

Productivity 
improvements 
and focus on 
profit margins is 
driving this 
growth… 

..and stock 
prices are 
reflecting it 



Consumer confidence is on the rise, but 
still depressed, historically  

Blue = Actual  Orange = Recession   Red = 12 month rolling average  Green = 34 year average 

Economic context:  Recovery update 

Confidence is 
rising again 
after being 
significantly 
reduced 
during the 
recession.  

Fiscal 
concerns have 
impacted 
recent 
readings.  



2013’s GDP Forecast: not much has 
changed 

Economic context:  Recovery update 

Despite the 
fiscal 
uncertainty, little 
has changed in 
the forecast  

We expect GDP 
to grow 
modestly in 
2013. 

Risks remain 
-EU/Fiscal policy 
-Other 



  Job growth  
  Growing significantly faster than the nation 

  Local firms doing well 
  Boeing’s local employment impact 

  Amazon’s remarkable growth continues 

  Others doing well too 

  Real estate improving 
  Residential prices have turned up significantly 

  Low sales inventory 

  Commercial (especially apartments) also improving 

  Commerce improving 
  Retail sales continue to grow 

Locally, things look good 



King County Job Growth Accelerated in 
2012 

Economic context:  Jobs 

Employment 
was up 2.6% in 
2012 

Job growth in 
most 
categories 

Construction 
jobs up almost 
15% from 
12:2011 to 
12:2012 



King County is Home to World Class 
Companies that are Doing Well 

Economic context:  Business climate 

Top ten private and public companies headquartered in King County 



Local house prices have stabilized and 
started to grow 

Blue = Actual  Red = 12 month rolling average 

Economic context:  Real estate recovery 

Housing 
values fell 
precipitously 
for years. 

2012 prices 
increased 
over 8%. 

Case-Shiller 
covers King, 
Pierce and 
Snohomish 
Counties. 



King County’s Recovery has been variable: 
Local house prices by tiers 

Blue = High (over $412k)   Red = 12 Mid ($258-$421k)  Orange = Low (under $258k) 

Economic context:  Real estate recovery 

All home prices 
were affected 
by the bubble. 

The lowest tier 
of  homes fell 
the most, 
losing nearly 
half  their value.  

The low tier is 
also slowest to 
recover thus 
far. 



Sales tax receipts around King County 
also have been variable (local option tax) 

Economic context:  Retail disparity 

This map shows 
the nine highest 
local sales taxes 
collecting cities 
in 2012.  

Growth in 2012 
receipts varied. 

Tax receipts per 
capita vary 
significantly 
within King 
County. 



King County Economic Forecast 

Blue = Actual  Orange = Recession  Red = Forecast 

Economic context:  Nominal personal income 

Forecast for 
King County is 
good 

Employment 
forecast to 
grow by 2.6% 
in 2013 

Personal 
income is 
growing. 

Incomes are 
key indicator. 



At a glance: how did we close out 2012 
compared to 2011? 

Revenue Review 

CJ down due 
to population 
decline. 

REET up due 
to outlier sales 
and better 
than expected 
sales.  

Overall, a 
good year for 
these 
revenues.  



Assumptions 
65% Confidence Level – 65% chance revenues will come in 

higher than forecasted (lower for inflation/price 
forecasts) 

All potential annexation areas are assumed to occur on 
schedule: 

 West Bothell    (7-1-13) 
Klahanie: (pop. 11,124)                        (1-1-14) 

 North Highline Area Q and Sliver  (1-1-15) 

Proposed March Revenue 
Forecasts 



Countywide Assessed Value Forecast 

Forecasts:  Assessed value 

Assessments for 
2013  based on 
Jan. 1, 2012 
value. 

Residential sales 
prices in 2012 
imply AV 
increases for 
2013. 

Commercial AV  
forecast up. 

Growth in 2014 
and beyond. 



Unincorporated Area Assessed Value 
Forecast 

Forecasts:  Assessed value 

Sales prices in 
2012 indicate 
little change 

Annexations 
also affect 
unincorporated 
AV. 

Slow growth in 
next few years 
but annexations 
will bring total 
down. 



Rough going for south King County PAAs 
in 2013.  

Forecasts:  PAA Assessed value changes 

The value of  
most of  
unincorporated 
King County 
was down again 
for 2013. 

Impacts varied 
a lot based on 
location. 



New Construction Forecast 

Forecasts:  New construction 

New 
construction 
has decreased 
significantly. 

Positive signs 
for 2013: 
construction 
employment, 
sales and 
permits. 

Stabilized going 
forward. 



Unincorporated Area New Construction 
Forecast 

Forecasts:  New construction 

Unincorporated  
KC is mostly 
residential 
properties. 

Residential 
builders have 
started building 
again in some 
areas. 

Annexations 
also affect 
unincorporated 
NC. 



Property Tax Forecasts 

Forecasts:  Property taxes 

Small impact for 
most levies.  

AFIS renewed. 

Justice Center is 
new. 

Roads levy 
forecast 
improved from 
August due to 
revised 
annexations and 
improved AV. 



The recovery of  taxable sales will continue 
in 2013 and 2014   

Forecasts:  Taxable sales 

Retail and 
construction 
lead the way. 

Retail makes 
up ~40% of  
taxable sales, 
construction 
~15%.  

Construction 
sales were up 
double digits 
year-over-year 
in 2012. 



Construction sales now in recovery mode 
after lagging retail 

Forecasts:  Retail and construction sales 

Retail peaked in 
Feb 2008. 

Construction 
peaked in June 
2008.  

Retail began 
recovery 
November 
2009. 

Construction 
recovery began 
April 2011. 

Blue = Retail Index 12m rolling AVG   Red = Construction Index 12m rolling AVG 



Metro sales tax revenues saw good growth 
in 2012 

Blue = Actual   Red = 12 month rolling average  Orange = Amnesty 

Forecasts:  Transit sales tax 

2012:2H 
yielded good 
tax sales 
growth. 

In spite of  the 
2011 amnesty 
inflating our 
transit sales 
taxes, we still 
had 3.3% 
growth for 
2012. 



Local Sales Tax Forecast 

Forecasts:  Local sales tax 

2013 and 
beyond are 
looking up due 
to a recovering 
economy.  

Forecasts 
account for 
mitigation, 
annexations and 
the amnesty 
received in 
2011. 



Transit Sales Tax Forecast 

Forecasts:  Transit sales tax 

2013 and 
beyond are 
looking up due 
to a recovering 
economy.  

Forecasts 
account for 
mitigation, 
annexations and 
the amnesty 
received in 
2011. 



King County REET 

Blue = Actual  Red = 12 month rolling average 

Economic context:  Real estate taxes 

2012 had a 
strong finish 
due to some 
large sales. 

REET will rise 
as prices and 
sales volume 
pickup. 

Annexations  
will exert 
downward 
pressure on 
this revenue.  



The inflation rate in the Seattle area has 
accelerated between 2010 and 2012 

Forecasts:  Inflation 

Inflation 
measures are 
weighted 

Housing 
makes up 
about 40% 

Housing costs 
(rents) have 
been a factor. 

High gas 
prices were 
also a driver. 



June-June Seattle CPI-W Forecast 

Forecasts:  Inflation 

Inflation in the 
Seattle area is 
forecast to be 
modest. 

The preliminary 
2014 COLA is 
forecast to be 
2.00%. 



Questions?  


