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Overview of Montana Oil & Natural Gas
By Dave Purcell, Tudor, Pickering, Holt & Co.

Average Montana Oil Price vs. WTI by Calendar Year
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$0 _2002 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009| 2010|2011 | 2012|2013 | 2014| 2015| 2016| 2017
* MT Price | 20.8 | 28.0 | 39.0 | 52.8 | 57.1 | 64.8 | 88.8 | 52.6 | 69.1 | 88.8 | 83.4 | 87.3 | 88.6 | 77.5| 85.5| 88.6
WTI 26.131.1 415 |56.5|66.1|723|99.6 |61.7|79.4|95.1|94.2|98.0|98.8(86.4| 95.4| 98.8
Ratio 0.80/0.90|0.94 |0.93|0.86|0.90|0.89|0.85| 0.87|0.93| 0.89|0.89 | 0.90| 0.90 0.90 | 0.90

Key Points

 Qil price: futures curve a terrible predictor; Brent to hover $100-$110/bbl

« Bakken price differential moving to $5 based on improved infrastructure

» Oil export regulations: likely to ease in 2016, regardless of presidential party
Natural gas price: still soft; continue to struggle with increased production
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Montana Economic Outlook
By Pat Barkey, Bureau of Business & Economic Research

Real NonFarm Earnings Growth vs. Real Wages & Salaries Growth
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
NFEam.|3.7% | 3.1% | 3.8% | 4.0% | 5.5% | 2.4% | 0.4% |-2.6%| 1.4% | 3.2% | 3.2% | 2.2% | 2.4% | 2.6% | 3.1% | 3.1%
EW &S 3.2% | 2.9% | 3.5% | 4.2% | 5.1% | 5.0% | 0.5% |-2.0%| 0.0% | 1.9% | 3.3% | 1.9% | 2.2% | 3.6% | 3.6% | 3.4%

Key Points

« Underwhelming housing growth

« Low wage growth holding back home construction
« Non-farm earnings growth in 2013 below forecast
Concern for slower growth in 2014

LA WE FISCAL DNISIQ



DRAFT

Montana Business & Labor Trends
By Barb Wagner, Department of Labor & Industry

Non-Farm Employment Growth, Montana vs. U.S.
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Key Points

» Job growth in 2012 & 2013 was above 20-year average and faster than U.S.
» All industries added jobs except government

« High rates of entrepreneurialism; low wages could be a factor

Aging population and lower labor force participation rates a concern
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Chamber of Commerce Perspective
By Glenn Oppel, Montana Chamber of Commerce

Optimistic Business Outlook Share & Growth of Proxy Business Income
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Key Points

* Focused on Minneapolis Federal Reserve business survey results

« Outlook throughout the Federal 9t District has improved

« Montana outlook quite optimistic; caveat: small number of responses
Data is available on a time-relevant basis
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Agricultural Outlook
By Myles Watts, Montana State University

Montana Exports Value
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Key Points

« $100 million rainstorm; may be reflected in Q4 estimated payments
» Wheat: prices down; yield up

» Cattle: prices up, herd numbers down due to drought

Revenue: up overall before factoring in summer flooding
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Overview of US. & Montana Economies—with Update
By Doug Handler & Steven Frable, IHS Economics

GDP: IHS Outlook, August vs. November
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
August 11.0|11.5|12.3| 13.1| 13.9| 145| 14.7| 14.4 | 15.0| 15.5| 16.2| 16.8 | 17.4| 18.2 | 19.2| 20.2
" November 11.0|11.5|12.3 | 13.1| 13.9| 14.5| 14.7| 14.4| 15.0| 15.5| 16.2| 16.8 | 17.4| 18.2 | 19.1| 20.0
% Difference| 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.1%|-0.2%|-0.8%) -0.9%

November revision direct impact on the general fund revenue outlook
* Individual income tax: slightly lower outlook for retirement income
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Overview of US. & Montana Economies—with Update
By Doug Handler & Steven Frable, IHS Economics

CPI: IHS Outlook, August vs. November
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017

August 16 | 23 | 27 | 34 | 32 | 29| 38 |-03| 16 | 31 | 21 15| 19 | 1.6 1.6 1.9
" November 16 | 23 | 27 | 34| 32| 29| 3803|116 | 31 | 21 15|18 | 14 | 16 | 2.0
% Difference| 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% |-5.8%| -14.3 | 0.6% | 1.0%

November revision direct impacts on the general fund revenue outlook

 Individual income tax: income brackets, income thresholds and
exemption amounts are all inflation adjusted

» Liquor profits: slight decrease in unit sales
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Overview of US. & Montana Economies—with Update
By Doug Handler & Steven Frable, IHS Economics

S&P 500 Index: IHS Outlook, August vs. November
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 2017
August 996 | 964 | 1131|1207 | 1311 | 1477 | 1221 | 947 | 1139| 1269 | 1380 | 1643 | 1904 | 1997 | 2082 | 2149
November | 996 | 964 | 1131|1207 | 1311|1477 | 1221 | 947 | 1139 1269 | 1380 | 1643 | 1930 | 2043 | 2128 2195
% Difference| 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0%| 0.0%| 0.0%| 1.3%| 2.3%| 2.2%| 2.1%

November revision direct impacts on the general fund revenue outlook

» Individual income tax: small increases in capital gains income and
retirement income

* Insurance tax: slight increase in insurance premium tax
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Overview of US. & Montana Economies—with Update
By Doug Handler & Steven Frable, IHS Economics

Federal Funds Rate: IHS Outlook, August vs. November
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
August 167|113 | 1.35| 3.21| 496 | 5.02| 1.93| 0.16 | 0.18 | 0.10 | 0.14| 0.11| 0.09| 0.31| 1.96 | 3.59
November 1.67|1.13| 135|321 | 496|5.02| 1.93| 0.16 | 0.18| 0.10 | 0.14| 0.11| 0.09| 0.44 | 1.56 | 3.33
% Difference| 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% |-1.9%|39.2%| -20.3|-7.3%

November revision direct impacts on the general fund revenue outlook
« Treasury cash account interest earnings: downward revision
» Coal trust interest earnings: slight decrease
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Overview of US. & Montana Economies—with Update
By Doug Handler & Steven Frable, IHS Economics

WTI Qil Price: IHS Outlook, August vs. November
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
August 26.10(31.14|41.45|56.46| 66.10|72.28| 99.61|61.69|79.41| 95.07|94.21| 97.96| 100.4| 91.30| 97.69| 98.80
® November |26.10/31.14|41.45|56.46|66.10|72.28|99.61|61.69|79.41| 95.07|94.21| 97.96| 97.62| 88.32| 93.35| 96.38
% Difference| 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% |-2.9%| -3.3%|-4.5%| -2.4%

November revision direct impacts on the general fund revenue outlook
« Oil & natural gas taxes: negative change

» Corporation income tax: small decline

* Individual income tax: downward revision in Schedule E income
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Overview of US. & Montana Economies—with Update
By Doug Handler & Steven Frable, IHS Economics

U.S. Corporate Profits: IHS Outlook, August vs. November
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013
August 788.9/969.5| 1254.|1653./1851.|1748.| 1382.{1472.|1840.| 1806.| 2136.| 2235.| 2369.| 2452.| 2487.| 2441.

B November |788.9/969.5|1254.|1653.|1851.|1748.|1382.|1472.|1840.| 1806.| 2136.| 2235.| 2451.| 2508.| 2505.| 2418.
% Difference| 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 3.4% | 2.3% | 0.7%-1.0%

November revision direct impact on the general fund revenue outlook
 Individual income tax: small positive change in dividend income
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Overview of US. & Montana Economies—with Update
By Doug Handler & Steven Frable, IHS Economics

U.S. Personal Income: IHS Outlook, August vs. November
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
August 91 | 95 |(10.0|10.6| 11.4|12.0| 124|121 |12.4|13.2 |139|14.2|14.8| 154 16.3| 17.3
® November 91 | 95 |10.0|10.6| 11.4|12.0|12.4|12.1|12.4|13.2 |13.9|14.2|14.8| 154 | 16.2| 17.2
% Difference | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.1% | 0.0% |-0.4%| -0.5%

November revision direct impacts on the general fund revenue outlook
» Lodging taxes: slight downward change
» Public institution reimbursements: minimal positive change




DRAFT

Overview of U.S. & Montana Economies—with Update
By Doug Handler & Steven Frable, IHS Economics

MT GSP: IHS Outlook, August vs. November
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
August 24.1]26.0 | 28.2|30.6 | 32.9| 358 36.6|35.7|37.5|40.3| 42.1 | 44.0 | 45.5| 47.4 | 49.8 | 52.0
= November | 24.1 | 26.0 | 28.2 | 30.6 | 32.9 | 35.8 | 36.6 | 35.7 | 37.5 | 40.3 | 42.1 | 44.0 | 45.1 | 47.0| 49.2 | 51.2
% Difference| 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% |-0.7%] -1.0%|-1.3%) -1.4%

There is no direct impact to the revenue outlook by this change.
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Overview of US. & Montana Economies—with Update
By Doug Handler & Steven Frable, IHS Economics

MT Non-Farm Employment: IHS Outlook, August vs. November
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
August 395.8|400.4|410.7|420.1|434.2|444.0444.6|428.9(428.1|431.1|440.5|448.8|455.3| 464.2| 473.2| 481.3
®November |395.8/400.4|410.7|420.1|434.2|444.0|444.6|428.9(428.1|431.1|440.5|448.8|456.4|466.2|474.0|480.8
% Difference| 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.3% | 0.4% | 0.2% |-0.1%

November revision direct impacts on the general fund revenue outlook
* Individual income tax: slight increase
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Overview of US. & Montana Economies—with Update
By Doug Handler & Steven Frable, IHS Economics

MT Wage Disbursements: IHS Outlook, August vs. November
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$5 12002 [ 2003 [ 2004 | 2005 | 2006 | 2007 | 2008 | 2000 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
August 109 | 11.4 | 12.1 | 13.0 | 14.0 | 151 | 15.6 | 15.3 | 155 | 16.2 | 17.0| 17.6 | 18.3 | 19.2 | 20.2 | 21.3
= November | 10.9 | 11.4 | 12.1 | 13.0 | 14.0 | 15.1 | 15.6 | 15.3 | 15.5 | 16.2 | 17.1 | 17.6 | 18.4| 19.4 | 20.4 | 21.4
% Difference| 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.1% | 0.1% | 0.0% | 0.3% | 0.2% | 0.8% | 1.0% | 0.8%| 0.7%

November revision direct impacts on the general fund revenue outlook
 Individual income tax: upward revision
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Overview of US. & Montana Economies—with Update
By Doug Handler & Steven Frable, IHS Economics

MT Median Existing Home Price: IHS Outlook, August vs. November
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
August 110.6|121.5|134.8(151.8(/171.5|184.6|187.3|184.0|178.7|174.6|180.6( 193.9| 203.0| 211.7|221.0| 232.3
®November |110.6/121.5/134.8|151.8|/171.5|184.6|187.3|184.0(178.7|174.5/180.8|193.4|199.3|204.6|213.4|223.1
% Difference| 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% |-0.1%| 0.1% |-0.3%|-1.8%|-3.4%|-3.4%|-3.9%

November revision direct impacts on the general fund revenue outlook
» Individual income tax: decline in capital gains income
« Corporation income tax: decrease in tax liability of large banks
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Overview of US. & Montana Economies—with Update
By Doug Handler & Steven Frable, IHS Economics

MT Total Private Housing Starts: IHS Outlook, August vs. November
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2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
August 32 | 34 | 44 | 44 | 42 | 37 | 24 | 16 | 1.7 | 1.9 | 26 | 41 | 31 | 42 | 45 | 43
November 32 | 34 | 44 | 44 | 42 | 37 | 24 |16 | 1.7 | 19 | 26 | 41 | 30 | 35 | 3.7 | 4.0
% Difference| 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% | 0.0% |-0.1%| 0.0% | 0.5% | 0.5% |-3.9%| -16.1 | -18.8 |-7.5%

November revision direct impacts on the general fund revenue outlook
* Individual income tax: decline in outlook for capital gains income
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Summary

September Economic Presentations

* Provided a variety of perspectives

» Allowed for a comparison of alternatives to the IHS outlook

« Did not unanimously suggest changes to the IHS baseline forecast

IHS November Update
« Some upward revisions, some downward revisions
» Overall impact to general fund estimate relatively small

NOTE: All IHS charts contain October data as a placeholder for
November data, which is not yet available. The conclusions
regarding the IHS November update (again, based on the October
data) are therefore preliminary and will be revised as necessary.




