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Summary

e The WA and U.S. economic forecasts have been
fairly consistent since early 2012 - slow growth
and relatively weak labor markets

e Compared to our November forecast, GDP is
slightly higher as is Washington employment

e Risks to the baseline are much the same as in
November: the potential for slower Chinese
economic growth and possible disruptions to the
housing recovery; risks associated with federal
fiscal policy have been reduced
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Energy
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Natural gas price — history and
forecast scenarios

Henry Hub market price, $ per million BTU
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Electricity price — history and forecast

scenarios
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Washington Electricity Sales, 2013

Electricity Sales by End-use Sector
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Growth in residential electricity
customers, U.S. and Washington
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Growth in commercial electricity
customers, U.S. and Washington
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Growth in industrial electricity
customers, U.S. and Washington
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Average electricity price, U.S. and
Washington
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February 2014 Forecast
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Three major risks to the forecast

eHard Landing
e Reduced Exports

¢ Affordability
e Household formation

Baseline

Housin
Forecast d )

e Weak Growth
e Sovereign Debt
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China’s 2014 & 2015 GDP growth
expected to be at or below 2013
rates
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Exports to China have slowed but
remain stronger than other export
NEILGEE

Washington Exports, Annual % Change
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Single-family home prices continue to
INnCrease

Case Shiller Home Price Index, SA
Year-over-year percent Change

Nov 2013

U.S.is up
13.8%

Seattle is
up 12.4%
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Rising home prices have reduced the
number of underwater mortgages

Percent of mortgages with negative equity
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Rising mortgage rates and home
prices have reduced affordability

Housing Affordability Index, SA
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New home prices are at record highs
but construction remains weak
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Eurozone
Forecast:

2013: -0.4%
2014: 0.9%

2015: 1.3%
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Euro area GDP has returned to
positive growth

Percent Change SAAR

Source:

Quarterly GDP Growth
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Eurostat, Centre for Economic Policy Research; data through 2013Q3
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Washington’s share of U.S. GDP
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Washington
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Source: U.S. Dept. of Commerce, BEA
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Washington’s share of U.S. employment

2013
Washington
2.1%
U.S.
97.9%

Sources: U.S. Dept. of Labor, BLS; ERFC
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WA new
vehicle
registrations
in January
were up
4.8% year-
over-year.

Economic Outlook
Webinar

February 25, 2014
Slide 21

Vehicle sales trend remains positive
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An index
greater than
50, implies
growth
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Manufacturing remains weak
nationally

Institute of Supply Management Index
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Washington personal income forecast
is essentially unchanged...
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State personal income will grow
slightly faster than the U.S.

Difference in Personal Income Growth
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Washington
remains 2,000
jobs below the
start of the
recession
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After 6 years, Washington
employment has still not recovered

Washington Employment after Business Cycle Peak
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Washington payroll employment
forecast is slightly higher

Washington Nonfarm Payroll Employment
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Washington employment will grow
slightly faster than the U.S.

Difference in Nonfarm Employment Growth
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*Ten
counties
with

highest
existing
home sales,
2013Q3
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Growth in existing home sales slowed
in fourth quarter 2013

Existing Home Sales
Year over Year % Change*
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Washington housing permits forecast
is slightly higher in 2016 and 2017

Washington Housing Permits
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Housing permits relative to
population will still be below historic
levels in 2017
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Contract data indicates an increase in
non-residential activity

Nonresidential Construction Contracts, SAAR, SMMA
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Washington construction employment
IS recovering

Washington Construction Employment
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Construction employment share
larger in Washington than U.S.

Construction Employment as % Nonfarm Employment
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Nonresidential employment shares
have converged
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Residential employment shares
consistently larger in WA
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Residential REET growth slowed in Q4
but commercial sales still going strong

The residential

market is Seasonally Adjusted Taxable Real Estate Excise

trending $Billions Activity
upward but 10

growth slowed
in Q4 2013

REET is
currently being
supported by
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commercial
sales
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Conclusion

e The economic forecast is quite similar to
November’s forecast; we expect the slow pace of
economic recovery to continue in both the U.S.
and Washington economies

e Washington is still likely to outperform the nation,
but by a small margin

e Threats to economic recovery include slowing
Asian economies, uncertainty around federal fiscal
issues and a slowdown in housing activity
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