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Several measures of the national and Montana economies are key underlying sources for developing the
revenue estimate. At the national level, overall economic growth as measured by gross domestic product
(GDP), inflation, and energy prices factor into many of the individual estimates. Key state-specific indicators
include wage disbursements, employment, and home construction.

The BBER economists prefer to discuss growth in real (inflation adjusted) terms. Since taxes are paid on
nominal incomes, the revenue estimate is not based on inflation adjusted indicators. However, for comparison
purposes, the historical and forecast growth of GDP in nominal and real terms is shown below, along with
space to write in the BBER estimate.
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2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
GDP Growth 6.7% | 58% | 45% | 1.7% -21% | 3.7% | 3.8% | 46% | 34% | 3.2% | 48% | 50% | 51%
Real GDP Growth| 34% | 2.7% | 1.8% |-0.3% |-2.8% | 25% | 18% | 28% | 19%  1.7% | 3.0% | 3.3% | 3.2%
= BBER Estimate

Although home construction growth has been slow following the recession, housing starts in Montana have
increased more rapidly than in the U.S. overall; the forecast through the end of the biennium suggests the pace
will recover to pre-recession levels in the state. The forecast for Montana housing starts is used in the
individual income tax estimate.

Montana & U.S. Housing Starts Growth
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2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
MT in Thousands| 44 | 44 | 42 | 37 | 24 | 16 | 1.7 | 19 | 26 | 41 | 31 | 42 | 45 | 43
US in Millions 19 ' 21|18 13 | 09 | 06 | 06 06 | 08 09 |11 | 14 | 16 | 16




Presentations from BBER typically focus on nonfarm earnings, which are related to—but not the same as—
wage disbursements, the underlying economic indicator used to estimate wage and salary income reported on
individual income tax returns. The Bureau of Economic Analysis (BEA) reports labor earnings in two ways: by
industry and by place of work. The first two pie charts below show the respective breakouts for 2013 earnings;
the third chart shows the breakout of total income reported on the 2012 individual tax returns.

2013 Earnings by Industry: 2013 Earnings by Place of Work: 2012 Income on Individual Income
$26.6 billion Farm $26.6 billion Tax Returns: $23.0 billion
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For comparison purposes, historical and forecast growth in real wage disbursements is shown with the growth
in real nonfarm earnings in the following chart.

Real NonFarm Earnings Growth vs. Real Wage Disbursements Growth
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2000 | 2001|2002 | 2003 | 2004 | 2005 | 2006 2007 2008|2009 2010|2011 2012|2013 |2014 2015|2016 2017
uNF Earn. [4.0% (2.7% |3.7% | 3.1% |3.8% |4.0% |5.5% 2.4% 0.4% |-2.6%|1.4% | 3.2% |3.2% |2.2%
EW&S [38%3.1%(3.2%|2.9% |3.5%|42% 51% 5.0% 05% -2.0% 0.0% |1.9% |3.3% |1.9% [2.2% |3.6% |3.6% |3.4%

Notes:

Potential Question

¢ Nonfarm earnings include employer contributions to health insurance, while wages disbursements do
not. How might changes due to the Affordable Care Act impact the difference in growth between these
two series?




