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Explanation of the Cover Graph

The cover chart illustrates just how Seattle-centric the recent recession in Washington has been.
The Seattle metropolitan area includes King, Shohomish, and Island Counties and comprises
roughly half the state’'s employment. Both the collapse of the high tech bubble and aerospace
contraction were centered in the Seattle area. While the state as a whole saw a 2.0 percent
employment decline during the official recession from March to November 2001, the Seattle area
suffered a 3.3 percent drop while the balance of the state fell only 0.5 percent. The divergence
during the recovery has been even more dramatic. While Seattle area employment declined
another 2.4 percent since November 2001, employment outside Seattle posted a 2.4 percent
increase.
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Preface

The Office of the Forecast Council is required by Chapter 231, Section 34, Laws of 1992
(RCW 82.33.020) to prepare a quarterly state economic and revenue forecast and submit it to the
Forecast Council. This report presents the state’s economic and General Fund-State revenue
forecast. It isissued four times a year.

Copies on Compact Disc are available to Washington State businesses and residents for $2.50
per copy, and to those out-of-state for $5.00 per copy. You may contact our office for more subscrip-
tion information at (360) 570-6100 or by writing the Office of the Forecast Council, Post Office
Box 40912, Olympia, WA 98504-0912.

You may also accessthisreport on our website at www.erfc.wa.gov.
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Executive Summary

U.S. Economic Forecast

he February 2004 economic and revenue forecast was produced prior to the advance Gross

I Domestic Product (GDP) estimatefor thefourth quarter of 2003. According to theforecast,

real GDPgrew at a4.7 percent rateinthefourth quarter of 2003, downfrom 8.2 percentinthe

third quarter. Theforecast assumed that final salesgrew at an even weaker 3.7 percent rate asinventory

accumulation turned positive. Much of the d owdown in GDP growth wasdueto consumer spending which

rose an estimated 3.0 percent in the fourth quarter, down from 6.9 percent inthethird quarter. Consumer

spending on durablesrose amoderate 3.5 percent following a28.0 percent jump inthe previous quarter.

Thedowdownin consumer durableswasmainly dueto ahuge swing in spending on motor vehiclesand

parts, which declined 3.6 percent in the fourth quarter following a39.7 percent increasein the third

guarter. Fixed investment spending growth also slowed in the fourth quarter to 7.9 percent from 15.7

percent in thethird quarter mainly asaresult of adeclinein equipment and software growth from 17.6
percent to 7.5 percent.

Employment grew in thefourth quarter for thefirst timein ayear, though only at a0.6 percent rate,
while the unemployment ratefell to 5.87 percent from 6.13 percent in the third quarter. Inflation, as
measured by the Consumer Pricelndex, dowed to 0.9 percent in thefourth quarter from 2.3 percentinthe
third quarter. The decreasewasduelargely to faling energy prices. Coreinflation (excluding food and
energy) declined more moderately, from 1.5 percent to 1.1 percent. The housing market remained very
sronginthethird quarter. Housing startsincreased 37.4 percent to 2.040 million unitswhilethe mortgage
rate declined slightly to 5.93 percent from 6.01 percent. Asexpected in theforecast, the Federal Open
Market Committeeleftitstarget interest rate unchanged at 1.00 percent at its January 27/28 meeting.

Measured by GDP growth alone, the U.S. economy isin robust health. GDP growth approached 6.5
percent inthe second half of theyear, the best half-year performancein nearly two decades. Inflationis
dormant, interest ratesarelow, productivity issurging, profitsare strong, exportsare ontherise, the stock
market isapproaching atwo-year high, and theunemployment rate, at 5.7 percent in December, isonly a
tick aboveitslong-term average of 5.6 percent. Only onecritical e ement isabsent—new jobs. Measured
by job growth, the more meaningful measureto most individuals, theeconomy isgtill ailing. A few months
ago, employment seemed to be convincingly ontherise. But the meager 1,000 increasein payroll jobs
during December brought that assumption into question. Onacaendar year bass, GDP growthisexpected
toincreasefrom 3.2 percent in 2003 to 4.7 percent in 2004 asthe recovery picksup momentum. GDP
growthisexpected to dlow during the next threeyearsto 4.0 percent, 3.4 percent, and 3.3 percent asthe
economy approachesits potential. Though the officia recovery isnow morethan two yearsold, GDP
growth has been too weak to generate net job growth. Theforecast assumesthisisabout to change. The
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highrateof productivity growth, which hasalowed GDPto grow whileemployment shrinks, isunsugtainaole
and futuregainsin output will requireat least somenet hiring. Theforecast assumesemployment growth
will improvefrom -0.2 percent in 2003 to 1.5 percent in 2004 and 2.6 percent in 2005, slowingto 1.7
percent in 2006 and 1.4 percent in 2007. The unemployment rate, which rosefrom 3.98 percent in 2000
t05.99 percent in 2003, isexpected to decline gradually to 5.65 percent thisyear and 5.30 percent, 5.29
percent, and 5.27 percent in thefollowing three years. Inflation, asmeasured by theimplicit price deflator
for personal consumption expenditures, accelerated to 1.8 percent in 2003 from 1.4 percent in 2002. The
increasein 2003 wasentirely theresult of higher energy costs. Coreinflationfell from 1.7 percent in 2002
to 1.2 percent in 2003. Excess capacity in the economy should keep inflation moderate for the next few
years. Theforecast expectsinflation rates of 1.1 percent in 2004, 1.4 percent in 2005, 1.8 percent in
2006, and 2.2 percent in 2007. Theforecast assumesthat therewill beno further cutsinthefederal funds
rate during thiscycle. The Fed isexpected to begin tightening again in the second half of thisyear.

Washington State Economic Forecast

Washington’s payroll employment rose 0.9 percent in the fourth quarter of 2003 followingal.2
percent increaseinthethird quarter. The state’'seconomy isnot out of the woods, though. Employment
declined in the previoustwo quartersand over the year growth was only 0.3 percent. Manufacturing
employment fell at a4.6 percent annua rateinthefourth quarter, the twenty-second consecutive declinein
overall manufacturing employment excluding theimpact of the February 2000 aerospace | abor dispute.
Aerospaceemployment fell a a10.8 percent annual ratein thefourth quarter asBoeing'slayoffscontinued.
Washington aerospace employment is now down 29.1 percent since September 11 and 44.8 percent
sincethe 1998 peak. M anufacturing employment other than aerospacefdl 2.6 percent inthefourth quarter.
Construction employment continued to grow in thefourth quarter, rising at a 5.6 percent annual rate.
| nformation employment was a so strong in thefourth quarter, rising at a4.2 percent ratedueto asurgein
software publishing employment. Professiona and business servicesal so grew 4.2 percent in the quarter
mainly asaresult of ajump in employment services. Education and heal th services employment and
government employment both roseat a3.3 percent ratein thefourth quarter. However, leisureand hospitdity
employment fell 4.9 percent inthefourth quarter.

Washington’spersona incomeinthethird quarter of 2003was$2.531 hillion (1.2 percent) higher than
the estimate madein November. Most of the difference was attributabl e to wages which were $2.226
billion (1.9 percent) higher than expected. Software wageswere $1.513 billion (20.4 percent) higher than
expected in November while non-software wageswere $0.713 billion (0.7 percent) higher. Nonwage
personal incomewasalso $0.305 billion (0.3 percent) higher than expected inthe November forecast.

Thenumber of housing unitsauthorized by building permitinWashingtonfell 4,300inthefourth quarter
to anannualized rate of 41,000 from 45,300 in thethird quarter. The decline was morethan accounted for
by the volatile multi-family market, however, whichfell 4,500t0 6,900. Singlefamily permitsactually
increased 200 to 34,000. Singlefamily permitsin 2003 werethe highest since 1998.

TheWashington State forecast reflectsthe slightly stronger growthinthe new U.S. forecast. The
Washington aerospace employment forecast isnot asweak in thefirst quarter of 2004 but otherwiseis
essentially unchanged. Theforecast expectsadecline of 2,100 during 2004 before amodest recovery
beginsin 2005 which adds 11,200 by the end of 2007. Though softwarewages probably fell sharply inthe
fourth quarter dueto adeclinein stock option activity, the software wage assumption for 2004 and 2005
isvirtudly identica to theassumption madein November. Theforecast still assumestherewill benomagjor
fluctuationsin Microsoft stock option activity inthefuture. The software employment forecast assumesan
increase of about 4,000 employeesper year through 2007.
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Washington nonfarm payroll employment stabilized in 2003, rising 0.2 percent following declines of
0.5 percent and 1.6 percent in 2001 and 2002. Therecovery in Washington is expected to be unusually
dow. Theforecast expectsonly aweak national recovery and no Boeing upturn until 2005. Population
growth has slowed to a crawl and both wage growth and price growth have been dampened by the
prolonged contraction. Theforecast callsfor an employment growth rate of just 1.5 percent in 2004.
Growthisexpected toimproveto 2.5 percent in 2005 astherecovery picksup steam before slowing to
2.1 percent and 2.0 percent in 2006 and 2007. Washington personal income growthimproved from 3.4
percent in 2002 to 4.0 percent in 2003. Personal income growth isexpected to remain moderate at 4.5
percent in 2004 dueto theweak nationa economy and continued Boeing layoffsbut should improveinthe
next threeyearsto 5.4 percent, 6.0 percent, and 6.6 percent asthe recovery gains momentum. On the
downside, thehousing frenzy isexpected to subs de. Housing permitsincreased 3,000 in 2003 to 43,200.
Thecurrent pace of housing activity isunsustainable given the weak population growth Washingtonis
experiencing. Sightly stronger popul ation growth should boost multi-family activity but higher mortgage
rateswill leadto evenlarger declinesinthesinglefamily market. Asaresult, housing isexpectedto decline
during the next threeyears. Theforecast expectshous ng permitsto total 40,900in 2004, 40,600 in 2005,
and 39,200 in 2006 before rebounding to 40,500 in 2007.

Washington State Revenue Forecast

The U.S. economic outlook continuesto brighten. The new forecast expects stronger employment
growth aswell as GDPgrowth than assumed in November. Theimproved national economic outlook is
reflected in the state forecast aswell. In addition, datarevisionsindicate that Washington income and
employmentinthesecond haf of 2003 weredightly higher than believedin November. Revenuecollections
sinceNovember weredightly below the November forecast but theimproved economic outlook warrants
asmall increaseto therevenueforecast.

The February 2004 General Fund-State revenue estimate for the 2003-05 bienniumis $22,897.3
million, whichis$76.4 million (0.3 percent) morethan expected in November. Revenue collectionssince
November were $7.8 million below the November forecast but the forecast for the remainder of the
bienniumis$34.2 higher dueto theimproved economic outlook. Thisforecast isthefirst to extend through
the 2005-07 biennium. Theforecast for the next bienniumis$24,953.4 million, anincrease of 9.0 percent
fromthecurrent biennium.

Asrequired by law, optimistic and pessimistic aternative forecastswere devel oped for the 2003-05
biennium. Theforecast based on more optimistic economic assumptions netted $533 million (2.3 percent)
morerevenuethan did the baselinewhilethe pessimistic dternative was $589 million (2.6 percent) lower.
An alternative forecast based on the average view of the Governor’s Council of Economic Advisors
yielded $36 million (0.2 percent) morerevenuethan did the basdlineforecast.

Note: The economic data discussed in this chapter were current at the time the forecast was prepared. Many concepts
including real GDP have changed since then due to new releases and data revisions.
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Chapter 1

Washington State and U.S. Economic
Forecasts

Recent U.S. Economic Activity

The February 2004 economic and revenueforecast was produced prior to the advance Gross
Domestic Product (GDP) estimate for thefourth quarter of 2003. According to theforecast,
real GDPgrew at a4.7 percent rateinthefourth quarter of 2003, downfrom 8.2 percentinthe
third quarter. Theforecast assumed that final salesgrew at an even weaker 3.7 percent rate asinventory
accumulation turned positive. Much of the d owdown in GDP growth wasdueto consumer spending which
rose an estimated 3.0 percent in thefourth quarter, down from 6.9 percent inthethird quarter. Consumer
spending on durablesrose amoderate 3.5 percent following a28.0 percent jump in the previous quarter.
Thedowdownin consumer durableswasmainly dueto ahuge swing in spending on motor vehiclesand
parts, which declined 3.6 percent in the fourth quarter following a39.7 percent increasein the third
quarter. Consumer spending on nondurablesincreased 3.5 percent while spending on servicesrose 2.7
percent. Fixed investment spending growth also slowed in thefourth quarter to 7.9 percent from 15.7
percent in thethird quarter mainly asaresult of adeclinein equipment and software growth from 17.6
percent to 7.5 percent. Fixed residential investment remained strong in thefourth quarter, rising 15.4
percent but nonresidential construction fell 6.0 percent. Theforeign sector wasnot asignificant factor in
GDPgrowthinthefourth quarter asa13.1 percent increasein importsoffset an 18.8 increasein exports.
Government purchasesroseat a2.4 percent ratein thefourth quarter. Defense spending grew 4.0 percent
and other federal spending rose 6.0 percent but state and local government increased only 1.1 percent.
Employment grew in thefourth quarter for thefirst timein ayear, though only at a0.6 percent rate,
while the unemployment ratefell to 5.87 percent from 6.13 percent in the third quarter. Inflation, as
measured by the Consumer Pricelndex, dowed to 0.9 percent in thefourth quarter from 2.3 percentinthe
third quarter. The decrease wasduelargely to falling energy prices. Coreinflation (excluding food and
energy) declined more moderately, from 1.5 percent to 1.1 percent. The housing market remained very
sronginthethird quarter. Housing startsincreased 37.4 percent to 2.040 million unitswhilethe mortgage
rate declined slightly to 5.93 percent from 6.01 percent. Asexpected in theforecast, the Federal Open
Market Committeeleftitstarget interest rate unchanged at 1.00 percent at its January 27/28 meeting.

U.S. Forecast Highlights

Measured by GDP growth aone, the U.S. economy isin robust health. GDP growth approached 6.5
percent inthe second half of theyear, the best half-year performancein nearly two decades. Inflationis
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dormant, interest ratesarelow, productivity issurging, profitsare strong, exportsare ontherise, the stock
market isapproaching atwo-year high, and theunemployment rate, at 5.7 percent in December, isonly a
tick aboveitslong-term average of 5.6 percent. Only onecritical e ement isabsent—new jobs. Measured
by job growth, the more meaningful measureto most individuals, theeconomy isgtill ailing. A few months
ago, employment seemed to be convincingly ontherise. But the meager 1,000 increasein payroll jobs
during December brought that assumption into question. On acaendar year basis, GDP growth isex-
pected toincreasefrom 3.2 percent in 2003 to 4.7 percent in 2004 astherecovery picksup momentum.
GDP growthisexpected to dow during the next threeyearsto 4.0 percent, 3.4 percent, and 3.3 percent
asthe economy approachesitspotential. Though the official recovery isnow morethan two yearsold,
GDP growth has been too weak to generate net job growth. Theforecast assumesthisisabout to change.
Thehighrateof productivity growth, which hasalowed GDPto grow whileemployment shrinks, isunsus-
tainableand futuregainsin output will requireat east somenet hiring. Theforecast assumesemployment
growthwill improvefrom-0.2 percentin 2003 to 1.5 percent in 2004 and 2.6 percent in 2005, dowing to
1.7 percent in 2006 and 1.4 percent in 2007. The unemployment rate, which rose from 3.98 percentin
2000t05.99 percent in 2003, isexpected to decline gradually to 5.65 percent thisyear and 5.30 percent,
5.29 percent, and 5.27 percent in thefollowing three years. Inflation, as measured by theimplicit price
deflator for personal consumption expenditures, accel erated to 1.8 percent in 2003 from 1.4 percentin
2002. Theincreasein 2003 was entirely theresult of higher energy costs. Coreinflationfell from 1.7
percent in 2002 to 1.2 percent in 2003. Excess capacity in the economy should keep inflation moderate
for thenext few years. Theforecast expectsinflation ratesof 1.1 percent in 2004, 1.4 percent in 2005, 1.8
percent in 2006, and 2.2 percent in 2007. Theforecast assumesthat therewill be no further cutsinthe
federd fundsrate during thiscycle. The Fed isexpected to begin tightening againinthe second half of this
year.

1. Though real GDP hasbeen growing for nearly two years, the pace hasbeen anemic. Theforecast
expectsapick-upin GDP growth during the next two years. Overal consumer spending growthis
expected to accel erate asjob growth findly turns positive. Investment spending isal so expected to
beamajor contributor to GDP growth in the next two years due mainly to business spending on
equipment and software. Defense spending will remain strong through 2004 but state and local
government spending will lag. Net exportswill beroughly neutral asstrong exportsgrowthisoffset
by strong import growth. Real GDP grew 2.6 percent in fiscal 2003, up fromonly 0.7 percentin
2002 but still too weak to stem thelossof jobs. Real GDP growth isexpected to accelerateto 4.6
percent in 2004 and 4.4 percent in 2005. GDP growth isexpected to dow inthe next biennium as
therecovery matures. Theforecast callsfor GDP growth rates of 3.4 percent and 3.5 percentin
2006 and 2007.

2. Inflation, asmeasured by theimplicit price deflator for personal consumption expenditures, in-
creased to 1.9 percent infiscal 2003 from 1.4 percent in 2002. Most of theincreasewasdueto a
swinginenergy costs, which reduced inflationin 2002 but fueled inflation in 2003. Benefitscosts
havea so begun to accelerate again, putting upward pressure on prices. Energy costsare expected
to decline, however, and the dack created by the recession and weak recovery should help keep
inflation in check during the next two years. Theforecast expectsinflation ratesof 1.3 percentin
2004 and 1.2 percent in 2005. Inflation is expected to pick up to 1.6 percent in 2006 and 2.0
percent in 2007 asthe economy nearsitspotential.

3. TheFedera Reserve hastaken no action oninterest ratessincelowering itstarget rate 25 basis
pointsto 1.00 percent at the June 2003 meeting. High unemployment and low capacity utilization
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suggest that therewill belittle buildup of inflationary pressures before 2005, and hencelittle need
toraiseinterest ratesuntil the second half of 2004. The Fed isexpected to makeitsfirst tightening
moveat itsJune meeting with thefundsrate reaching 3.00 percent in fiscal 2005. Asaresult of the
past Fed easing, the three-month Treasury bill ratefell to 1.30 percent in fiscal 2003 from 2.15
percent in 2002 and 5.14 percent in 2001. The T-bill rateis expected to decline even further to
0.95 percent in 2004. Theforecast expectsthe T-bill rateto increaseto 1.73 percent in 2005,
2.55 percent in 2006, and 2.74 percent in 2007 asthe Fed beginstightening again. Mortgagerates
also continued to decline in fiscal 2003 to 5.93 percent from 6.88 percent in 2002 and 7.45
percent in 2001 as aresult of the easier monetary policy aswell as the weak economy. The
forecast expectsthe mortgagerateto riseto 6.10 percent in 2004, 6.81 percent in 2005, and 7.08
percent in 2006 before declining dightly to 6.93 percent in 2007.

4. Supported by record-low mortgageinterest rates, housing activity held up well during thereces-
sion and hasaccelerated in thelast two yearsin spite of the lackluster recovery. Housing starts
increased 4.6 percent in fiscal 2002 to 1.642 million units and another 5.3 percent 2003 to a
seventeen-year-high 1.730 million units. Experienceinthefirst haf of fiscal 2004 indicatesthat this
year will beeven stronger. Theforecast expectsan 11.9 percent increaseto 1.936 million units.
During the next three year starts should declinetoward levelsmore cons stent with demographic
trends. Theforecast callsfor an 8.2 percent reductionin2005to 1.777 million units, a5.9 percent
reductionin 2006 to 1.671 million units, and a 1.8 percent reduction in 2007 to 1.642 million units.

5. Thoughtherecession officially ended in November 2001, the unemployment rate continued torise
infiscal 2003 to 5.89 percent from 5.48 percent in 2002 and 4.14 percent in 2001. The corner
may findly have beenturned, however. Theunemployment ratefd | in thefourth quarter of 2003to
5.87 percent from acyclical peak of 6.13 percent inthethird quarter. Theforecast expectsonly a
tiny improvement thisyear to 5.88 percent but the strengthening of therecovery should finally
begin to chip away at the unemployment ratein the next threeyears. Theforecast expectsthe
unemployment rateto fall to 5.43 percent in 2005, 5.30 percent in 2006, and 5.26 percent in
2007.

6. From fiscal 2001 to fiscal 2003 the federal budget went from arecord $162.2 billion surplus
(national incomeand product accountsbasis) to a$321.1 billion deficit. Revenuesare down due
to theweak economy and tax cutsand thewar with Irag and itsaftermath aswell asother military
and homeland security spending are boosting spending. Whilefiscal policy isprovidingamuch
needed boost to the economy in the near term, theresult isaballooning deficit. In spite of an
improving economy, the deficit isexpected to swell to $508.2 billion in 2004. The deficit isex-
pected to improve during the next three years asthe economy recovers. Theforecast callsfor
deficitsof $494.4 billionin 2005, $425.4 billionin 2006, and $368.0 billionin 2007.

7. Thetrade deficit has been ahuge drag on GDP growthinrecent years. Thetrade deficit (national
incomeand product accountsbasis) increased infiscal 2003 to $476.3 billionfrom $377.4 billion
in 2002. Thedeclining dollar should hel p restrainimportsand boost exportsbut, withthe U.S.
economy leading the global recovery, importswill riseand exportswill lag. Theforecast expects
the deficit to grow to $503.3 billion in 2004 and $503.5 billion in 2005. Thelower dollar should
finally bring agradual improvement during the next biennium. Theforecast expectsdeficits of
$465.7 billion and $454.0 billionin 2006 and 2007.

Table 1.1 providesafisca year summary of theU.S. economicindicators.
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Recent Economic Activity in Washington

The Employment Security Department hasreleased preliminary employment estimatesthrough De-
cember 2003. Thisforecast isbased on adjusted employment estimates asdescribed in Adjustmentsto
Economic Data. Washington'spayroll employment rose 0.9 percent in thefourth quarter of 2003 follow-
ing al.2 percent increase in the third quarter. The state’s economy is not out of the woods, though.
Employment declined in the previoustwo quartersand over theyear growth wasonly 0.3 percent. Manu-
facturing employment fell at a4.6 percent annud ratein thefourth quarter, thetwenty-second consecutive
declinein overal manufacturing employment excluding theimpact of the February 2000 aerospacelabor
dispute. Aerospace employment fell at a10.8 percent annua rateinthefourth quarter asBoeing'slayoffs
continued. Washington aerospace employment isnow down 29.1 percent since September 11 and 44.8
percent since the 1998 peak. Manufacturing employment other than aerospacefell 2.6 percent inthe
fourth quarter. Construction employment continued to grow inthefourth quarter, rising at a5.6 percent
annud rate. Information employment wasa so strong inthefourth quarter, rising at a4.2 percent ratedue
to asurgein software publishing employment. Professiona and businessservicesalso grew 4.2 percent in
thequarter mainly asaresult of ajumpin employment services. Education and health servicesemployment
and government employment both rose at a 3.3 percent ratein the fourth quarter. However, leisureand
hospitality employment fell 4.9 percent in thefourth quarter.

In January 2004 the U.S. Department of Commerce, Bureau of EconomicAnalysis(BEA) revisedits
quarterly state personal income estimatesthrough the second quarter of 2003 and rel eased preliminary
estimatesfor thethird quarter. In addition, the wage estimatesfor the third quarter of 2003 have been
adjusted to reflect the Covered Employment and Payrolls data produced by the Department of Employ-
ment Security (see Adjustmentsto Economic Data). According to the adjusted estimates, Washington's
personal incomein thethird quarter of 2003 was $2.531 billion (1.2 percent) higher than the estimate
made in November. Most of the difference was attributabl e to wages which were $2.226 billion (1.9
percent) higher than expected. Softwarewageswere $1.513 billion (20.4 percent) higher than expectedin
November while non-software wageswere $0.713 billion (0.7 percent) higher. Nonwage personal in-
comewas aso $0.305 hillion (0.3 percent) higher than expected in the November forecast.

Thenumber of housing unitsauthorized by building permitinWashingtonfell 4,300in thefourth quarter
to anannualized rate of 41,000 from 45,300 in thethird quarter. The declinewas morethan accounted for
by the volatile multi-family market, however, whichfell 4,500t0 6,900. Singlefamily permitsactually
increased 200 to 34,000. Singlefamily permitsin 2003 werethe highest since 1998.

Adjustments to Economic Data

Thisforecast utilized an dternative employment estimate devel oped by the Department of Employ-
ment Security which incorporates more recent covered employment and payrolls datathan doesthe Bu-
reau of Labor Statigtics (BLS) estimate. The dternative employment estimate incorporated the covered
employment and payrollsdatathrough thethird quarter of 2003 which subtracted 600 (0.0 percent) from
the BL S Current Employment Statistics (CES) estimatefor September 2003. By December the difference
widened dightly to 1,000 (0.0 percent).

TheBEA benchmarksitsestimatesfor wage and sdary disbursementsto the covered employment and
payrolls(ES202) datafor all sectorsexcept agricultureand federal government. Sincewe have onemore
guarter of ES202 datathan wasavailableto the BEA at thetime of its most recent release, we derived
wage estimatesfor these sectorsfor the second quarter of 2003 based on the ES202 data. Unadjusted
BEA estimateswere used for farm, federd civilian, and military wagesaswell asfor al nonwage compo-
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nentsof persona income. Our adjustmentsincreased thethird quarter wage estimate by $0.651 billion
(0.6 percent) adding 0.3 percent to total persona incomein that quarter.

Washington State Forecast Highlights

TheWashington State forecast reflectsthe slightly stronger growthinthenew U.S. forecast. The
Washington aerospace employment forecast isnot asweak in thefirst quarter of 2004 but otherwiseis
essentially unchanged. Theforecast expectsadecline of 2,100 during 2004 before amodest recovery
beginsin 2005 which adds 11,200 by the end of 2007. Though software wages probably fell sharply inthe
fourth quarter dueto adeclinein stock option activity, the software wage assumption for 2004 and 2005
isvirtudly identica to theassumption madein November. Theforecast still assumestherewill benomagjor
fluctuationsin Microsoft stock option activity inthefuture. The software employment forecast assumesan
increase of about 4,000 employeesper year through 2007.

Washington nonfarm payroll employment stabilized in 2003, rising 0.2 percent following declines of
0.5 percent and 1.6 percent in 2001 and 2002. The recovery in Washington isexpected to be unusually
dow. Theforecast expectsonly aweak national recovery and no Boeing upturn until 2005. Population
growth has slowed to a crawl and both wage growth and price growth have been dampened by the
prolonged contraction. Theforecast callsfor an employment growth rate of just 1.5 percent in 2004.
Growth isexpected toimproveto 2.5 percent in 2005 astherecovery picksup steam before owing to
2.1 percent and 2.0 percent in 2006 and 2007. Washington personal income growthimproved from 3.4
percent in 2002 to 4.0 percent in 2003. Personal income growth isexpected to remain moderate at 4.5
percent in 2004 dueto theweak nationa economy and continued Boeing layoffsbut should improveinthe
next threeyearsto 5.4 percent, 6.0 percent, and 6.6 percent asthe recovery gains momentum. Onthe
downside, thehousing frenzy isexpected to subs de. Housing permitsincreased 3,000 in 2003 to 43,200.
The current pace of housing activity isunsustainable given the weak population growth Washingtonis
experiencing. Slightly stronger population growth should boost multi-family activity but higher mortgage
rateswill leadto evenlarger declinesinthesinglefamily market. Asaresult, housing isexpected to decline
during the next threeyears. Theforecast expectshous ng permitsto total 40,900in 2004, 40,600 in 2005,
and 39,200 in 2006 before rebounding to 40,500 in 2007.

1. Nominal persona incomegrowthimprovedinfiscal 2003 to 4.2 percent from 2.3 percent in 2002.
Theimprovement was dueto areduction in the pace of employment declines, stronger average
wage growth, and faster nonwageincome growth. Software stock optionswere not amajor factor
inincomegrowthin 2003, asthey havebeeninrecent years, and theforecast assumesthat changes
in software stock optionincomewill not beamajor factor in personal income growth during the
remainder of theforecast. Income growth should remain weak at 4.2 percent in 2004 dueto the
lack of job growth and declining nonwageincome growth. Growth should improve during the next
threeyearswith theresumption of significantly positive employment growth. Washington personal
incomeisexpected to grow 5.1 percent in 2005, 5.5 percent in 2006, and 6.5 percent in 2007.

2. Washington real personal income growth increased to 2.3 percent in 2003 from anineteen-year
low 0.9 percent in 2002. Theimprovement camein spiteanuptick ininflation. Thoughinflationis
expected to remain low during 2004, real incomegrowth will continueto suffer fromthelack of
meaningful job growth. Theforecast expectsonly adlight improvement to 2.9 percent thisyear.
Red income growth isexpected toimprove during the next threeyearsdespiterisinginflation as
job growth accelerates. Theforecast callsfor real persona incomegrowth ratesof 3.8 percentin
2005, 3.8 percent in 2006, and 4.4 percent in 2007.
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3. Therecess on hashad adisproportionateimpact on Washington employment growth. Tota payroll
employment inWashingtonfell 1.9 percent infiscal 2002 and 0.3 percent in fiscal 2003 compared
to 1.0 percent and 0.5 percent for the nation asawhol e. The events of September 11 have been
particularly hard onWashington employment growth dueto thedevastating impact on air transpor-
tation. Thel T collapseand correctioninthe construction sector werea so exceptionaly severein
Washington. Whilewe believethe construction and I T related correctionsare largely compl ete,
theweak nationa recovery combined with the continuing drag from aerospace sector suggeststhat
thisyear’ sgrowthratewill beameager 0.6 percent. When the U.S. employment recovery finaly
takes hold and aerospace turns around, employment growth isexpected to increaseto 2.3 per-
cent, 2.3percent, and 2.1 percent in 2005, 2006, and 2007.

¢

Chapter 1

Soon after the September 11 attacks, Boeing announced that it intended to cut 20,000 to
30,000 j obs company-wide and subsequently added 5,000 to the predicted cut by the end of
2003. Asof December 2003, the cumulative reduction standsat 41,600 (including contract
employees), already well above the high end of therange. Of these, 25,900 have beenin
Washington State, the home of the commercid airplaneunit. Theforecast assumesal oss of
only 2,000 Washington aerospacejobsthisyear. Onaquarterly basis, theforecast expectsa
total reduction since September 11 of 27,700 (excluding contract employees) by the end of
2004. Thousands more contract positions have al so been eliminated since September 11.
M easured from the second quarter of 1998 peak, the overall declinewill reach 52,700. A
gradual recovery is assumed to begin in 2005 which accelerates in 2006 and 2007. The
forecast expects employment to rise 1,500, 4,700,and 5,000 in 2005, 2006, and 2007.

After morethan adecade of robust and sustained growth, employment by Washington’ s soft-
ware publishershit abrick wall inmid-2001. From the beginning of 1990 through the second
guarter of 2001, the software employment growth rate averaged more than 16 percent per
year. During the next two yearsthe average annual growth rate slowed to just 0.1 percent.
Microsoft has continued to grow, albeit at areduced rate, but other Washington software
publishershave suffered absol ute declines. Double-digit growth resumed in the second half of
2003, however. Theforecast assumes strong employment growth through the remainder of
theforecast. Microsoft hasannounced plansto increase employment significantly in the next
year while employment at other software publishersisexpected to stabilize. Employment
growth isexpected to average 9.3 percent per year through the end of 2007.

Washington's construction industry has staged abit of acomeback during thelast seven quar-
ters, growing at an averagerate of 2.1 percent following aprecipitous 6.3 percent decline
during the previousyear. Housing held up pretty well during the recession but nonresidential
buildinginthe Puget Sound areafell sharply. We believethe commercial sidehasnow stabi-
lized and therecent strengthin housing permitsshould support construction employment inthe
near term. Thisyear, however, nonresidentia congructionwill seelittleimprovement and housing
activity will beweaker. Asaresult, we expect to see only a 1.8 percent year-end to year-end
growthratein 2004. Construction employment growth should accel eratein 2005 asnonresi-
dentid construction finaly stagesarecovery. Theforecast expectsan average growth rate of
2.6 percent per year during the next threeyears.

Financid activitiesemployment has been arare bright spot in Washington’seconomy. Em-
ployment inthissector continued to grow during the recent recession and growth accel erated
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to an averagerate of 4.1 percent from thefirst quarter of 2002 through thethird quarter of
2003. Employment fell at a0.8 percent ratein thefourth quarter of 2003, however. Thestrong
growth had been mostly in credit intermediation and rel ated activities, which clearly benefited
by arefinancing boom brought on by low mortgageinterest rates. With mortgageratesheading
up again, thissource of stimulus has probably pretty much played itself out. Theforecast
expects employment growth to average 1.6 percent per year intheforecast.

¢ Washingtonretail tradeemployment fell 3.6 percent fromthefirst quarter of 2001 to thefirst
guarter of 2002, much worse than the 1.9 percent national decline. Since then, however,
Washington retail tradeemployment growth hasgenerdly been positive, averaging 0.7 percent
per quarter while U.S. employment has continued to declineat a0.4 percent rate. Theretail
sector remainsunder intense competitive pressure. Growth isexpected to remain restrained
during the next two years, averaging 0.5 percent beforereviving to 1.4 percent per year during
thefinal two yearsof theforecast.

¢ Employment inthe professional and business services sector plunged at a5.4 percent rate
from the end of 2000 through the first quarter of 2002. The 20,600 jobs lost during the
recess on can be attributed to employment services (mainly temporary help agencies), which
fell 14,000 (26.2 percent) and computer systemsdesign and related services, which fell 6,500
(21.1 percent). These areas of weakness appear to be bottoming out. Computer systems
design and related servicesemployment hasbeenflat thelast couple of quarterswhileemploy-
ment services employment has been growing at awhopping 20.7 percent rate. Asaresult,
overal professional and busi ness services employment growth averaged 4.7 percent during
the second half of 2003. Theforecast expectsastrong rebound during the next six quarters
with growth averaging 7.1 percent per year, moderating to 4.0 percent theregfter.

¢ Stateandlocal government employment roseat a3.0 percent annud ratein thefourth quarter.
Theincrease was morethan accounted for by local noneducation employment, whichroseat
an 18.6 percent rate. State and local government employment grew throughout therecession
but the protracted slowdown in the state’ seconomy is putting pressure on state and | ocal
governments' budgets. State government employment hasbeen virtualy flat sincethereces-
sonofficially ended two yearsago and local education employment hasbeenrising at amod-
erate 1.1 percent but other local government employment growth hasbeengrowingat a2.7
percent rate. Theforecast assumesthat state and local government employment will remain
weak throughout theforecast with growth averaging 1.0 percent per year.

4. The number of housing unitsauthorized by building permit in Washington shot up 14.4 percentin
fiscal 2003 to 42,700 units. Singlefamily permits, spurred by record low interest rates, surged
22.9 percent to 33,100. Multi-family permits slumped 7.8 percent to 9,500, though. Housing
activity should be subdued thisbiennium and next. Rising mortgage rateswill offset the beneficial
impactsof animproving economy and higher popul ation growth. Therecent strength also means
thereislittle pent-up demand to be satisfied. Theforecast expectsa 1.8 percent reductioninfisca
20040 41,900, a 1.6 percent reduction in 2005 to 41,200, and a4.5 percent reduction in 2006
t039,400. A dlight 1.1 percent increase to 39,800 isexpected in 2007.

5. At 1.8 percent infiscal 2003, inflation in the Seattle metropolitan area, asmeasured by the con-
sumer priceindex for al urban consumers, trailed the national average of 2.2 percent for thefirst
timesince 1989. Sedttleinflationisexpected toremain below U.S. inflation in during the next two
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yearsdueto theweaker local economy. Theforecast expectsinflation ratesof 1.2 percent and 0.8
percent in Seattle compared to 1.8 percent and 1.3 percent for the U.S. city average. Thelocal
inflation rateisexpected to move past the U.S. city average againinthe next biennium asthelocal
economy recovers. Theforecast callsfor Seattleinflation ratesof 1.4 percent and 2.0 percentin
2006 and 2007 compared to national ratesof 1.4 percent and 1.7 percent.

Table 1.2 providesafisca year summary of the state economic indicators.

Alternative Forecasts

Asrequired by statute, the Forecast Council has al so adopted two alternativesto the baselinefore-
cast. One of these was based on more optimistic economic assumptions than the baseline and onewas
based on more pessimistic assumptions. Thesedternativesaresummarizedin Table 1.3.

Pessimistic Forecast. The pessmistic dternative assumesthat compani escontinueto substitute capita
for labor and al so substitute foreign labor for domestic labor. Asemployment growth lags, consumer
sentiment fades. Without job creation, income growth dows, leading to more subdued consumer spending
thaninthebasdine. Timesare made moredifficult by persistently high oil prices stemming from chronic
difficultiesingetting oil out of Iraqand steadily risng demand in China. Businessescontinuetoinvest, but
at adower pacethaninthebasdline, inrecognition of greater uncertainty about the strength of the expan-
sion. Hiring picks up, but not enough to prevent the unemployment rate from stagnating at 6% through
most of 2004 and into 2005. Profits stagnatein early 2005, causing the stock market to dip and putting a
further dent in consumer spending. At the statelevel, aerospace production and employment cutsareeven
more severe and protracted than assumed in the baselineforecast. Datarevisionsshow that theinitial level
of Washington personal incomeislower than was assumed in the baseline. Population growth isalso
dower inthisscenario and construction employment beginsto drop sharply againin 2004. Because of the
wesk economy, Washington wagegrowthissubgtantialy lessthaninthebasdline. Seditleinflationisdightly
higher thanin thebasdlinein 2004 only because oil pricesare higher. After that Seettleinflationislowerin
thepessmisticforecast. By theend of the 2003-05 biennium, Washington nonagricultural employment is
lower by 46,800 jobsthan the baselineforecast and Washington personal incomeis$8.1 billionlower. The
pessimitic scenario produced $589 million (2.6 percent) less General Fund-Staterevenueinthe 2003-05
biennium than did the basdlineforecast.

Optimistic Forecast. With robust growth inthe baselineforecast, an optimistic forecast might seem
superfluous. Nonetheless, thereisclear upside potential for growth from many sources. Theoptimistic
scenario assumesthat foreign economic growth and busi ness spending on equipment and software are
stronger thaninthebasdline. It also assumesmore robust consumer spending and amore delayed slow-
downinthe housing sector than in the baseline. This optimistic scenario also assumesthat total factor
productivity growth—which roughly measurestherate of technologica change—growsfaster thanit does
inthetrend over thenext two years. The combination of higher investment and faster technol ogical growth
raisespotentia GDPpermanently abovethe baselinelevel. With capacity greater, inflationislower. Atthe
satelevel, the optimistic forecast assumesthat thelong didein aerospace employment isover. Aerospace
employment isflat in 2004 and beginsavigorousexpans onin 2005. Washington' swagesgrow faster than
inthebasdline and so doesthe Seattle CPI. Theinitia level of Washington persona incomeisalso higher
inthe optimistic scenario and popul ation growth and congtruction empl oyment growth are stronger. By the
end of the 2003-05 biennium, Washington nonagricultural employment ishigher by 37,900 jobsthaninthe
basdineforecast and Washington personal incomeis$6.7 billion higher. The optimistic scenario generated
533 million (2.3 percent) morerevenuein the 2003-05 biennium than did the baselineforecast.
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Governor’s Council of Economic Advisors Scenario

In addition to the optimistic and pessimistic forecasts, the staff has prepared aforecast based onthe
opinionsof the Governor’s Council of EconomicAdvisors (GCEA) assummarizedinTable 1.3. Inthe
GCEA scenario, the U.S. and state forecasts were adjusted to match the average view of the Council
members. Nationally, the Governor’s Council expectationsfor redl GDPandinflationwerethesameasthe
baselinein 2004. In 2005, however, their real GDPforecast was|ower and their inflation forecast was
higher. The Governor’s Council membersexpected lower interest ratesin both years. The GCEA forecast
for Washington Statewas also very similar to the baselineforecast in 2004 though the Council members
expected dightly higher housing permits. In 2005, however, the GCEA nominal and real incomegrowth
forecastswerehigher than the basdline even thoughitsemployment growth forecast wasdightly lower. The
Council membershousing forecast was also stronger than the baselineforecast in 2005. At theend of the
2003-05 biennium, Washington nonagricultural employment was 3,800 lower inthe GCEA forecast than
inthebasdineforecast but their Washington persond incomeforecast was$1.0 billion higher. TheGovernor’s
Council scenario generated $36 million (0.2 percent) morerevenuethan did the basdlineforecast inthe
2003-05 biennium.

Note: The economic data discussed in this chapter were current at the time the forecast was prepared. Many concepts
including real GDP have changed since then due to new releases and data revisions.
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Table 1.1 Fiscal Years
U.S. Economic Forecast Summary
Forecast 2004 to 2007

2000 2001 2002 2003 2004 2005 2006 2007
Real National Income Accounts (Billions of Chained 2000 Dollars)

Real Gross Domestic Product 9,679.2 9,868.2 9,940.310,197.010,662.8 11,126.7 11,508.0 11,909.9
% Ch 4.5 2.0 0.7 2.6 4.6 4.4 3.4 35
Real Consumption 6599.5 6824.7 7029.0 7226.5 7507.2 7788.2 8037.3 8317.4
% Ch 5.0 3.4 3.0 2.8 3.9 3.7 3.2 35
Real Nonresidential Fixed Investment 1,186.8 1,229.0 1,119.2 1,092.8 1,171.2 1,285.0 1,376.7 1,460.1
% Ch 9.4 3.6 -8.9 -2.4 7.2 9.7 7.1 6.1
Real Residential Fixed Investment 449.8 4439 457.0 483.1 5295 516.4 4943 4922
% Ch 35 -1.3 2.9 5.7 9.6 -2.5 -4.3 -0.4
Real Personal Income 8,209.2 8,512.3 8,582.1 8,641.9 8,870.3 9,240.1 9,597.7 9,974.3
% Ch 4.2 3.7 0.8 0.7 2.6 4.2 3.9 3.9
Real Per Capita Income ($/Person) 29,186 29,934 29,856 29,765 30,277 31,268 32,205 33,189
% Ch 3.0 2.6 -0.3 -0.3 1.7 3.3 3.0 3.1
Price and Wage Indexes
U.S. Implicit Price Deflator (2000=1.0) 0.988 1.011 1.026 1.045 1.058 1.071 1.088 1.110
% Ch 2.3 2.3 1.4 1.9 1.3 1.2 1.6 2.0
U.S. Consumer Price Index (1982-84=1.0) 1.693 1.751 1.782 1.821 1.853 1.877 1.903 1.936
% Ch 2.9 3.4 1.8 2.2 1.8 1.3 1.4 1.7
Employment Cost Index (June 1989=1.0) 1432 1487 1541 1585 1.636 1.686 1.736 1.789
% Ch 3.8 3.9 3.6 2.9 3.2 3.1 3.0 3.1
Current Dollar National Income (Billions of Dollars)
Gross Domestic Product 9,571.3 9,982.210,261.910,687.0 11,331.7 11,983.812,579.7 13,260.9
% Ch 6.4 4.3 2.8 4.1 6.0 5.8 5.0 5.4
Personal Income 8,115.3 8,608.5 8,803.6 9,030.0 9,388.8 9,899.410,446.2 11,071.8
% Ch 6.6 6.1 2.3 2.6 4.0 5.4 55 6.0
Employment (Millions)
U.S. Civilian Labor Force 142.0 143.2 1444 1459 147.3 149.3 1515 153.6
Total U.S. Employment 136.2 137.3 136.5 137.3 138.7 141.2 1435 1455
Unemployment Rate (%) 4.07 4.14 5.47 5.89 5.88 5.43 5.30 5.26
Nonfarm Payroll Employment 130.60 132.26 130.89 130.20 130.51 133.81 136.64 138.76
% Ch 25 1.3 -1.0 -0.5 0.2 25 2.1 1.6
Manufacturing 17.29 17.04 1574 15.00 1454 1454 1469 14.74
% Ch -0.8 -1.4 -7.6 -4.7 -3.1 0.0 1.0 0.4
Durable Manufacturing 10.85 10.75 9.83 9.30 9.02 9.16 9.33 9.37
% Ch -0.1 -0.9 -8.6 -5.4 -3.0 15 1.8 0.5
Nondurable Manufacturing 6.44 6.29 5.91 5.70 5.52 5.38 5.36 5.37
% Ch -1.9 -2.4 -6.0 -3.5 -3.2 2.4 -0.4 0.1
Construction 6.70 6.82 6.78 6.74 6.88 7.18 7.47 7.64
% Ch 55 1.8 -0.7 -0.6 2.1 4.4 4.1 2.2
Producing 106.02 107.79 107.77 107.89 108.52 111.54 113.97 115.90
% Ch 2.9 1.7 -0.0 0.1 0.6 2.8 2.2 1.7
Miscellaneous Indicators
Credit Outstanding/Disp. Income 22.2 23.3 23.8 24.0 23.8 23.0 22.2 21.6
Auto Sales (Millions) 9.0 8.5 8.2 7.9 7.7 7.9 7.6 7.8
% Ch 8.0 -5.0 -4.4 -3.5 -2.3 2.1 -2.7 14
Housing Starts (Millions) 1.638 1571 1.642 1.730 1936 1.777 1.671 1.642
% Ch -1.3 -4.1 4.6 5.3 11.9 -8.2 -5.9 -1.8
Federal Budget Surplus (Billions) 156.2 162.2 -125.9 -321.1 -508.2 -494.4 -4245 -368.0
Net Exports (Billions) -323.9 -388.5 -377.4 -476.3 -503.3 -503.5 -465.7 -454.0
3-Month Treasury Bill Rate (%) 5.23 5.14 2.15 1.30 0.95 1.73 2.55 2.74
30-Year U.S. Govt. Bond Rate (%) 6.14 5.66 5.55 4.99 5.28 5.93 6.11 5.92
Bond Index of 20 G.O. Munis. (%) 5.82 5.35 5.14 4.77 4.82 5.21 5.25 4.99
Mortgage Rate (%) 8.05 7.45 6.88 5.93 6.10 6.81 7.08 6.93
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Table 1.2
Washington Economic Forecast Summary
Forecast 2004 to 2007

2000

Real Income (Billions of Chained 2000 Dollars)
Real Personal Income 184.190

Fiscal Years

206.480 214.409 223.938

115.268 120.328

193.837 201.641 209.770 220.561 232.722 247.954

193.939 202.047 221.214 233.366 248.582

197.969 208.055

Disposable Personal Income 155.670 161.380 169.292 179.068 188.663

% Ch 5.8

Real Wage and Salary Disb. 110.173 108.972
% Ch 7.8

Real Nonwage Income 74.017
% Ch 2.8

Real Per Capita Income ($/Person) 31,285
% Ch 4.5

Price and Wage Indexes

U.S. Implicit Price Deflator (2000=1.0) 0.988
% Ch 2.3

Seattle Cons. Price Index (1982-84=1.0) 1.757
% Ch 3.2

Avg. Hourly Earnings-Mfg. ($/Hour) 16.42
% Ch 2.8

Current Dollar Income (Billions of Dollars)

Nonfarm Personal Income 181.894
% Ch 8.3

Personal Income 182.065
% Ch 8.2
% Ch 7.5

Per Capita Income ($/Person) 30,923
% Ch 6.9

Employment (Thousands)

Washington Civilian Labor Force 3,069.0
Total Washington Employment 2,919.9

Unemployment Rate (%) 4.86

Nonfarm Payroll Employment 2,684.5
% Ch 2.4
Manufacturing 336.3

% Ch -4.8
Durable Manufacturing 239.8
% Ch -6.5
Aerospace 89.7
% Ch -16.5
Nondurable Manufacturing 96.5
% Ch -0.3
Construction 158.3
% Ch 6.5
Service-Producing 2,179.4
% Ch 3.3
Software Publishers 29.5
% Ch 14.0

Housing Indicators (Thousands)

Housing Units Authorized by Bldg. Permit 39.065
% Ch -13.1
Single-Family 26.372
% Ch -6.7
Multi-Family 12.693
% Ch -24.0

Mortgage Rate (%) 8.05

Chapter 1
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Table 1.3

T Jo1deyd

u.S.

Real GDP
%Ch

Implicit Price Deflator
%Ch

Mortgage Rate

3 Month T-Bill Rate

- Washington
(o))
Real Personal Income
%Ch
Personal Income
%Ch
Employment
%Ch
Housing Permits
%Ch

00z Arenige4

Comparison of Alternative Forecasts

Fiscal Year 2003
(@] B P G

10197.0 10197.0 10197.0 10197.0
2.6 2.6 2.6 2.6
1.045 1.045 1.045 1.045
1.9 1.9 1.9 1.9
5.93 5.93 5.93 5.93
1.30 1.30 1.30 1.30

193.370 193.370 193.370 193.370
2.3 2.3 2.3 2.3
202.047 202.047 202.047 202.047
4.2 4.2 4.2 4.2
2655.3 2655.3 2655.3 2655.3
-0.3 -0.3 -0.3 -0.3
42.689 42.689 42.689 42.689
144 144 144 144

Fiscal Year 2004
(@] B P G

10686.9 10662.8 10628.6 10661.8
4.8 4.6 4.2 4.6
1.058 1.058 1.059 1.059
13 13 13 13
6.10 6.10 6.10 6.05
0.96 0.95 0.93 0.85

200.400 198.887 197.184 198.750
3.6 29 2.0 2.8
212.128 210.509 208.799 210.401
5.0 4.2 3.3 4.1
2675.6 26709 26644 26715
0.8 0.6 0.3 0.6
42.762 41.908 39.566 42.640
0.2 -1.8 -7.3 -0.1

(O) Optimistic; (B) Baseline; (P) Pessimistic; (G) Governor’s Council of Economic Advisors

Fiscal Year 2005
(0] B P G

11232.5 11126.7 10980.1 11094.8
5.1 4.4 3.3 4.1
1072 1071 1073 1075
13 1.2 13 15
6.79 6.81 6.51 6.63
1.76 1.73 1.05 1.23

211.651 206.480 200.116 207.186
5.6 3.8 15 4.2
226.870 221.214 214.759 222.719
6.9 51 29 59
2760.2 27319 26945 2728.0
3.2 2.3 11 2.1
46.289 41.239 34.561 42.455
8.2 -1.6  -12.6 -0.4




Table 1.4
Forecast Analysis

T Ja1deyd

Forecast Date

Feb.
uU.S.
Percent Growth, 2001:2-2003:2
Real GDP 7.1
Implicit Price Deflator 4.6
Average Rate, 2001:3 to 2003:2
3 Month T-Bill Rate 452
Mortgage Rate 7.49
(BN
\'
Washington
Percent Growth, 2001:2-2003:2
Employment 4.6
Personal Income 115
Real Personal Income 6.6

Comparison of Forecasts for 2003-05

2002
June Sept.
72 6.4
49 51
490 348
7.64 7.86
50 4.4
125 10.9
72 55

Total (Thousands of units), 2001:3 to 2003:2

Housing Units Authorized 77.4

00z Arenige4

77.1

76.0

2003
Nov. Mar. June Sept.
7.7 8.9 7.8 7.8
5.6 35 3.3 35
3.16 292 157 115
6.62 721 6.46 6.39
4.6 4.6 3.3 2.7
11.9 10.6 8.6 9.1
6.0 6.8 51 55
80.1 79.8 78.1 813

2004
Nov. Feb. June Sept
8.5 9.7
3.2 25
112 1.34
6.32 6.45
3.0 4.0
9.1 9.7
5.6 7.0
82.7 83.1

Nov.

Mar.

2005
June




Table 1.5 Fiscal Years
Forecast Comparison
Forecast 2004 to 2005
2001 2002 2003 2004 2005
U.S.
Real GDP
February Baseline 9868.2 9940.3 10197.0 10662.8 11126.7
% Ch 20 0.7 2.6 4.6 44
November Baseline 9221.4 9297.7 9546.3 9909.7 10306.7
% Ch 1.8 0.8 2.7 3.8 4.0
Implicit Price Deflator
February Baseline 1.011 1.026 1.045 1.058 1.071
% Ch 2.3 14 1.9 13 12
November Baseline 1.087 1.101 1.122 1.139 1.157
% Ch 25 13 1.9 15 1.6
U.S. Unemployment Rate
February Baseline 4.14 5.47 5.89 5.88 5.43
November Baseline 4.16 5.47 5.90 6.16 5.95
Mortgage Rate
February Baseline 7.45 6.88 5.93 6.10 6.81
November Baseline 7.45 6.88 5.93 6.11 6.52
3 Month T-Bill Rate
February Baseline 5.14 2.15 1.30 0.95 1.73
November Baseline 5.14 2.15 1.30 0.95 1.28
Washington
Real Personal Income
February Baseline 187.418 189.060 193.370 198.887 206.480
% Ch 1.8 0.9 2.3 29 3.8
November Baseline 174.399 176.108 180.250 184.346 190.362
% Ch 1.6 1.0 24 2.3 3.3
Personal Income
February Baseline 189.538 193.939 202.047 210.509 221.214
% Ch 4.1 2.3 4.2 4.2 5.1
November Baseline 189.538 193.939 202.192 209.974 220.232
% Ch 4.1 2.3 4.3 3.8 4.9
Employment
February Baseline 2717.3 2664.4 2655.3 2670.9 2731.9
% Ch 12 -1.9 -0.3 0.6 2.3
November Baseline 2717.3 2664.8 2658.6 2661.1 2713.3
% Ch 12 -1.9 -0.2 0.1 20
Housing Permits
February Baseline 40.384 37.329 42.689 41.908 41.239
% Ch 34 -7.6 144 -1.8 -1.6
November Baseline 40.384 37.329 42.689 42.284 40.376
% Ch 34 -7.6 144 -0.9 -4.5
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Table 1.6
Long Range Economic Outlook
Forecast 2004 to 2011

U.S.
Real GDP, %Ch

Implicit Price Deflator, %Ch
3 Month T-Bill Rate

Mortgage Rate

State*

Real Personal Income, %Ch
Personal Income, %Ch

Employment, %Ch

* February 2003 Baseline (2003-2005) judgmentally extended through 2013.

2003

3.2

18

1.01

5.82

2.2

4.0

0.2

2004

4.7

11

1.24

6.46

3.4

4.5

15

2005

4.0

14

2.17

6.99

3.9

54

25

2006

3.4

18

2.73

7.04

4.2

6.0

21

2007

3.3

2.2

291

6.98

4.3

6.6

2.0

2008

2.7

24

3.77

7.45

25

4.9

2.0

2009

2.7

25

4.88

8.03

25

5.0

2.0

2010

2.7

2.7

5.10

8.09

25

53

2.0

2011

2.6

3.0

5.13

8.11

25

55

2.0

Calendar Years
2012 2013
2.8 3.1
2.9 3.0
5.17 5.20
8.07 8.07
2.5 2.5
5.5 5.6
2.0 2.0
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Comparison of Washington and U.S. Economic Forecasts

Chart 1.1
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Chart 1.4
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Chart 1.5
Construction Employment
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Chart 1.7
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Chart 1.6
Information Employment
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Comparison of Washington and U.S. Economic Forecasts

Chart 1.9
Real Personal Income

10.0

9.0

Washington e |J S

8.0
7.0
6.0
5.0
4.0
3.0
20
1.0

Percent Change

00 L L L L

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Chart 1.11
Population

2.0

Washington e J S,

18 |

N
> o
1

N
[N
T

Percent Change

N
o
T

o
o
T

N

o
o

1996 1998

1997 1999

2000 2002 2004
2001 2003

2005

2006

2007

Chart 1.10
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Comparison of Alternative U.S. Forecasts

Chart 1.13
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Comparison of Alternative Washington Forecasts

Chart 1.17
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Chapter 2

Washington Business Indicators

The National Economy

he Bureau of EconomicAnaysisreported that real grossdomestic product (GDP), the broad

est measure of economic activity, grew at a4.1* percent annual ratein thefourth quarter of

2003. GDPgrowthincreased at avery strong 8.2 percent annual ratelast quarter. Real GDP
hasnow increased for nine consecutive quarterssincethe U.S. recession ended in the fourth quarter of
2001, aclear sign of aheathy economy. Consumer spending increased at a2.7 percent annual rateinthe
fourth quarter. Thiswaswell below last quarter’s6.9 percent increase. Spending on durable goods de-
clined 0.1 percent thein thelast quarter of 2003 after increasing 28.0 percent inthethird quarter and 17.7
percent in the second quarter. Businessinvestment in equipment and software continued toincreaseat a
double-digit ratein thefourth quarter, growing 15.1 percent only alittle slower than the 17.6 percent
increaselast quarter.

Thelngtitutefor Supply Management (1SM) reported that itsindex of manufacturing activity dropped
3.5 percent in February 2004 from atwenty year highin January. Despitethe decline, theindex indicates
that the output of the manufacturing sector isstill quite strong. Theindex hasincreased four of thelast five
monthsand eight of thelast ten. Theindex hasbeen above 50 thelast ten months. The February 2004
index level is61.4. Anindex above 50 indicatesthan output of the manufacturing sector isgrowing; below
50indicatesthe sector iscontracting.

TheU.S. economy hasadded jobsfor five straight months beginning in September 2003 (seasonally
adjusted basis). Despitethegains, U.Spayroll employment in January 2004 istill below the year-ago
level duetolargedeclinesinearly 2003. Although therecent employment gainsarewell below what would
normally be expected at this stage of an economic recovery, the added jobsareawelcomed relief after
seven quartersof declinesincethe end of therecession. The January 2004 U.S. unemployment ratefell to
5.6 percent from 5.7 percent in December 2003. After peaking in June 2003 at 6.3 percent, the U.S.
unemployment rate hasfallen or remained unchanged for six consecutive months.

Productivity growth decelerated in thefourth quarter of 2003, increasing at a2.6 percent annud rate.
Thisisway down from last quarters 9.5 percent increase. However, for the year productivity growth
remainsstrong at 4.4 percent. Pricesremain reasonably stable. The seasonally adjusted Consumer Price
Index (CPI) increased 0.5 percent in January 2004 after almost no net gain the previousthree months.
Excluding the more volatile food and energy components of the CPI, pricesroseonly 0.2 percentin
January and areonly 1.1 percent higher than ayear-ago.

The Conference Board reported that itsIndex of Consumer Confidencefel | sharply in February 2004.
Prior to February’sdecline, theindex had increased three of thelast four months. February’sindex level is
87.3(1996=100), itslowest level since October. The drop in confidence was disappointing and may
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indicatethat, despiteimprovement, the dow pace of job growth isinsufficient to maintain ahigh level of
consumer confidence.

In addition, The Conference Board reported that the U.S. Index of Leading Indicatorsrose 0.5 per-
cent in January. Theindex hasincreased for ten consecutive months. Theleading index continuesto
support thelikelihood of asustained recovery. The January 2004 index level is115.0 (1996=100). Five of
theten components of theindex increased in January and one remained unchanged.

The Federal Open Market Committee (FOMC) again voted to leaveitstarget ratefor federal funds
unchanged at 1.0 percent at its January 28, 2004 meeting. The FOMC issued astatement that wassimilar
towhat it issued at itsprevioustwo meetings. The FOM C assessment isthat “ the upside and downside
risksto theattainment of sustainable growth for the next few quartersareroughly equal”. It dso believes
that thelikelihood of afall ininflation haslessened and now appears*amost equal to that of arisein
inflation.” It stated that it can* be patient in removing its policy accommodation”. Previoudly, it stated that
an accommodative monetary policy can bemaintained for “aconsiderableperiod’. Economistsand Fed
watchersare uncertain to what extent the change in the wording of the Fed' s statement increasesthe
likelihood of aratehike.

The State Economy and Indicators

The Washington economy added jobsin the fourth quarter of 2003 and revised dataindicated that
employment asoincreased inthethird quarter. Wage and sdary employment rose at a0.9 percent annua
rateinthefourth quarter of 2003, after growing 1.2 percent last quarter. Jobs declined inthefirst two
quartersof 2003. Despitethe overal gain, manufacturing employment fell againin thefourth quarter of
2003 at a4.6 percent annual rate. It declined 5.3 percent last quarter and has declined sincethethird
quarter of 1998 (twenty-two consecutive quartersafter adjusting for theimpact of the Boeing strikeinthe
first quarter of 2000.) Aerospace employment again declined at adouble-digit pace, down 10.8 percent at
an annualized ratein thefourth quarter of 2003. Aerospace employment has now declined for nine con-
secutive quarters.

Datafor the most recent monthindicatesthat Washington seasonal ly adjusted employment increased
inJanuary. Thisisthethirdincreaseinthelast four months. In addition, Washington's seasondly adjusted
unemployment ratefell to 6.5 percent of thelabor forcein January 2004 from 7.3 percent in December.
Whilethedirectioniscorrect, therelatively large drop in the unemployment ratelikely overstatesthe
improvement inthe state’ slabor market. Other state economicindicatorsaregeneraly improving. The
Seattle TimesIndex of Help-Wanted Advertising rose sharply in February to 70.3, itshighest level since
December 2001. TheWashington Purchasing Management Index rosein February 2004 after fallingin
January. Theindex isnow 62.1 and hasbeen greater than 50 the last el even months. (A reading above 50
indicatesexpans on, below 50 indicates contraction.). Washington' sseasond ly adjusted initial clamsfor
unemployment insurancefdl in January 2004 to 47,326 from 49,346 in December. They havefdlenthree
of the past four months. The January clamsnumber isthelowest snce January 2001. Dataon Washington's
average weekly hoursin manufacturing isunavailablefor January 2004. It fell in both November and
December.

TheWashington Index of Leading Indicatorsrosein January t0 99.1 from 97.3in December (1996=100).
Theindex hasnow increased five of thelast six months. Five of six components pushed theindex upin
January. Theseswere: anincreasein the Seettle Help-Wanted Index, anincreaseintheU.S. leading index,
adeclineininitia clamsfor unemployment insurance, alower exchangerate and higher aerospaceem-
ployment. One component, housi ng unitsauthori zed declined in January. Dataon averageweekly hoursin
manufacturing wasunavailablefor January.
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Below isasummary of what variousnational and stateindicatorsareindicating asof the publication
date of the February 2004 economic and revenueforecast.

Table 2.1
Summary of National and State Indicators

Most Recent

Indicator Latest Data Indication*

U.S. leading index January 2004 +

U.S real GDP growth 2003, quarter 4 +

U.S. ISM index February 2004 +

U.S employment yly %ch January 2004 -

U.S unemployment rate January 2004 +

U.S help wanted index January 2004 +

U.S. Fed funds target January 2004 unchanged

U.S. Consumer confidence January 2004 -

U.S. CPI January 2004 up-but little inflation

S&P 500 index

WA leading index January 2004 +
WA ISM index January 2004 +
WA help wanted index January 2004 +
WA payroll empl. y/ly % ch January 2004 +
WA aerospace empl y/y %ch January 2004 -
WA unemployment rate January 2004 +
WA boom monitor January 2004 +
WA initial unemploy. Claims January 2004 +
WA housing units January 2004 -
WA weekly hours in mfg December 2003 -
WA new car/truck registration January 2004 -
WA migration (DOL data) January 2004 +
WA exports-total 2003, quarter 3 -
WA exports- w/o trans. Equip. 2003, quarter 3 +

Seattle CPI

Week of Feb. 23, 2004

January 2004

down; up year-to-date

up-but little inflation

NW regional stock index Week of Feb. 23, 2004 down; up year-to-date

1 + sign: good for the economy; - sign : Indicates weakness

*Thisis based on the most recent data from the Bureau of Economic Analysis (the preliminary GDP estimates
for the fourth quarter of 2003 released February 27, 2004.) The February 2004 economic forecast was completed
prior to the preliminary GDP release, and shows a 4.7 percent increase in real GDP for the fourth quarter of 2003

Chapter 2 27 February 2004



Z Jaideyn

8¢

00z Areniga4

Washington State Economic Indicators

Chart 2.1
Year-over-Year Employment Growth
January 1980 to January 2004
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Chart 2.3
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Chart 2.2
Washington Aircraft and Parts Employment
January 1958 to January 2004
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Chart 2.4
Washington Boom Monitor Composite Index

July 1971 to January 2004
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Washington State Leading Indicators

Chart 2.5
The Washington and U.S. Indexes of Leading Indicators
January 1970 to January 2004
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Chart 2.7
Seattle Times and U.S. Help-Wanted Advertising Indexes
January 1970 to January 2004
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Chart 2.6
Washington Initial Claims for Unemployment Insurance

January 1970 to January 2004 ot
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Chart 2.8

Housing Units Authorized in Washington State
January 1970 to January 2004, 3-Month Moving Average
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Other State Economic Indicators

Chart 2.9
Average Weekly Hours in Manufacturing
Jan. 1970 to Jan. 2004, 3-Mo. Moving Average, SA (WA to 12/03)
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Chart 2.11
New Car and Truck Registrations in Washington
January 1977 to January 2004, 6-Month Moving Average
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Chart 2.10
Washington Driver’s License Migration
September 1983 to January 2004 12-Month Moving Average
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Chart 2.12
Institute for Supply Management Index
January 1984 to February 2004
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Other Economic Indicators

Chart 2.13
Quarterly U.S. Real GDP Growth
1970 Ql to 2003 Q4
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Chart 2.15
U.S. Economic Indicators*
January 1970 to January 2004
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Chart 2.14
Washington State Export Composition
Change from Same Quarter Year Ago, 1998Q1 to 2003Q3
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Chart 2.16

Northwest 50 Regional Stock Index vs. National Indices
January 1, 1996 to February 27, 2004
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Other Economic Indicators

Chart 2.17
Federal Funds Target Rate
October 1, 1990 to February 27, 2004
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Chart 2.18
Consumer Confidence
January 1978 to February 2004
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Table 2.2
Washington Business Indicators
Historical Data

Washington Index U.S. Index Seattle Index U.S. Index Washington Purchasing U.S. Purchasing

of Leading of Leading of Help-Wanted of Help-Wanted Management Management

Indicators Indicators Advertising Advertising Index Index
2001:9 98.6 108.0 76 52 37.9 47.5
2001:10 97.7 108.1 71 46 43.3 40.3
2001:11 97.6 109.0 69 45 42.1 45.1
2001:12 98.2 110.3 73 47 45.5 47.3
2002:1 97.5 110.8 70 47 49.4 49.1
2002:2 97.3 111.0 70 47 46.9 52.9
2002:3 96.8 111.1 67 46 57.7 55.3
2002:4 96.8 110.8 66 47 62.9 54.1
2002:5 97.0 111.4 65 44 61.3 55.3
2002:6 97.3 111.1 64 47 54.2 55.7
2002:7 97.2 111.0 64 45 53.7 51.4
2002:8 96.6 110.8 65 41 57.4 50.5
2002:9 96.4 110.3 65 43 54.6 51.4
2002:10 96.6 110.3 67 40 52.8 49.7
2002:11 96.7 111.0 66 40 45.1 49.6
2002:12 96.4 111.1 65 39 49.8 53.3
2003:1 96.2 111.0 65 41 43.5 53.0
2003:2 96.3 110.6 62 40 55.5 49.4
2003:3 95.6 110.4 57 39 50.0 46.6
2003:4 95.1 110.5 59 36 55.3 46.2
2003:5 95.7 111.6 58 35 54.7 50.0
2003:6 96.6 112.0 60 38 51.7 50.4
2003:7 96.2 112.8 62 38 58.4 52.6
2003:8 96.4 113.2 59 37 54.7 55.0
2003:9 96.6 113.3 60 37 58.3 54.7
2003:10 97.4 113.9 61 37 63.5 57.1
2003:11 97.6 114.2 67 39 64.2 61.3
2003:12 97.3 114.4 62 37 64.3 63.4

2004:1 99.1 115.0 70 38 58.2 63.6
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Chapter 3

Washington State Revenue
Forecast Summary

Introduction

The Economic and Revenue Forecast Council approved a$76.4 million (0.3 percent) increase
to the Washington General Fund-Sate (GFS) revenueforecast for the 2003-05 biennium at its
February 19, 2004 meeting. Although small, thisisthethird consecutive quarter inwhichthe
forecast hasbeen increased. The February 2004 forecast issimilar to the November forecast. It assumes
dow but steady economic and revenue growth. The news since November isfor the most part positive.
Nationally economic growthinthefourth quarter of 2003, asmeasured by real Gross Domestic Product
(GDP), wasalittle stronger than assumed inthe November forecast, though growth dowed fromthethird
quarter. Perhaps moreimportantly, the economy continued to add jobs. Boththe U.S. and theWashington
economy added morejobsin thefourth quarter than assumedin November. Revenue collectionsinthe
three months since the November forecast were closeto but alittle bit lessthan expected.

The February 2004 GFSrevenueforecast expects $22,897.3 million inthe 2003-05 biennium, which
spans the period July 2003 through June 2005. The February 2004 outlook for the 2003-05 budget
period whilealittle higher _

Table 3.1 Cash Basis

thaninNovember remans Revision to the General Fund-State Forecast
fundamentdly thesameas 2003-05 Biennium

recent forecasts. The| February 2004
economy is expected to| (Millions of dollars)

improveover thecourseof 2003-05

the biennium but growth Fiscal 2004 Fiscal 2005 Biennium

will be weaker thanin a

typica recovery. The Feb-

ruary forecast expects Non Economic Changes $0.0 $0.0 $0.0
Forecast Change 15.9 60.5 76.4

$1.8 billion, 8.3 percent
more GESrevenueinthe|  ro(5 changer $159  $605 $76.4
2003-05 bienniumthanin
the 2001-03 budget pe-
riod. Much of theincrease,
however, will beduetotax
law changes, not astrong | *etail may not add to totals due to rounding
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economy. Excluding law changes, GFSrevenueisexpected toincreaseonly 6.5 percent in the 2003-05
biennium.

The GFSunrestricted ending bal ancefor the 2003-05 bienniumisnow projected to be $576.9 million.
Thisisprior to adoption of asupplementa budget for the biennium and is$33.1 million morethan assumed
in November. The changeisdueto acombination of the higher GFS revenueforecast for the 2003-05
biennium, arevised estimate of federal fiscal relief expectedin the 2003-05 budget period, ahigher esti-
mate of other adjustments and reservesand arevised ending balancefor the 2001-03 biennium. While
the current outl ook expectsapositive ending balance, much of itisdueto nonrecurringitems.

The Economic and Revenue Forecast Council aso adopted theinitial GFSforecast for the 2005-07
bienniumin February. GFSrevenuein the budget period that spansthe period July 1, 2005 to June 30,
2007 isexpected to total $24,953.4 million. Thisis$2.1 billion, 9.0 percent abovetheforecast for the
current biennium.

Background and Assumptions

TheWashington State GFSrevenueforecast isprepared quarterly in conjunction with the state eco-
nomic forecast for the Economic and Revenue Forecast Council. The Economic and Revenue Forecast
Council was created by Chapter 138, Laws of 1984, to provide an objective revenueforecast for both
executiveand legid ative branches of state government. The Council consists of six members, two ap-
pointed by the Governor and two appointed by the L egid aturefrom each caucus of the Senateand House
of Representatives. Current membersof the Economic and Revenue Forecast Council arelistedinsdethe
front cover of thispublication. The GFSrevenueforecast isupdated four timesper year: March (February
ineven-numbered years), June, September, and November. Each state agency engaged in revenue col lec-
tionisresponsiblefor forecasting the revenueit collectsor administers. The staff of the Economic and
Revenue Forecast Council isresponsiblefor the preparation of the state economic forecast and therev-
enueforecast of the Department of Revenue' s GFS sources. The staff isa so responsiblefor review and
coordination of the revenueforecasts of agenciesthat collect relatively large amounts of GFSrevenue.
These arethe Department of Licensing, the Office of the Insurance Commissioner, the L ottery Commis-
son, the State Treasurer, the Liquor Control Board and the Office of Financial Management. The Office of
Financid Management isrespons blefor summarizing theforecastsof al other state agenciesthat collect
relatively smaller amountsof GFSrevenue.

For each quarterly update, the staff of the Economic and Revenue Forecast Council, under thedirec-
tion of the Executive Director, reviews (and if warranted, modifies) anationa economic forecast prepared
by Global Insight Inc. A state economic forecast isthen prepared using an econometric model that links
Washington’seconomy to the national economy. The Globd Insight national forecast isthe primary driver
for the state economic forecast. After review by the Governor’s Council of EconomicAdvisors, the eco-
nomic forecast is used to prepare a baseline forecast of GFS revenue. Agencies and the staff of the
Forecast Council use the economic forecast, in conjunction with revenue models, to prepare a GFS
revenueforecast. Therevenueforecastsfor most major General Fund sourcesare prepared using econo-
metric modelswhich link thetax base of major General Fund taxesto the national and state economic
forecast. A basdlinerevenueforecast, dong with at least two aternativeforecasts, isprepared for al GFS
sourcesand presented to the Forecast Council for approval. Oncethe Council approvestheforecast, it
becomestheofficia forecast of GFSrevenue. Anoutline of theforecast process, includingasummary of
the February 2004 basdlineforecast for the 2003-05 bienniumisshownin Table 3.2.
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February 2004 Forecast Assumptions

1. TheFebruary 2004 GFSrevenueforecast isbased in part on the economic forecast for the U.S.
and the Washington State economies presented in Chapter 1 of this publication. Theeconomic
outlook for the stateisin part based on the Globa Insight Inc. January 2004 baselineforecast for
theU.S. economy.

2. TheGFSrevenueforecast isbased on current law and administrative practices. The February
forecast assumesthat sometax incentivesfor high-tech research and development and firmsin
rural countiesexpirein the 2003-05 biennium. Soon after theforecast was prepared and adopted
by the Council in February, abill extending theseincentives passed thelegidature. Theimpact of
thisand all other legid ation passed inthe 2004 | egid ative session will beincorporated into the
forecast inthe next quarterly updatein June.

3. Under provisionsof Initiative 728, passed by the votersin November 2000, | ottery revenuewas
dedicated to anewly created Student A chievement Account and to the School Construction
Account. Prior to Initiative 728, most | ottery revenuewent into the General Fund. Under provi-
sionsof E2SSB 6560, enacted during the 2002 | egid ative session, the stateis participatingina
multi-statelottery game. Proceedsfrom thisnew game go the General Fund, after thefirst $102
million per year of uncommitted |ottery earningsaretransferred to the Student A chievement
Account and the School Construction Account. The February 2004 forecast assumesthat | ottery
saeswill beinsufficient to contributeto GFSrevenue. Part |1 of Table 3.17 summarizes|ottery
digtributionsby fund.

4. Therearesevera legal challengesto various aspects of the state' stax laws or administration.
Most of thesechdlengesareinlitigation and either havenot yet been ruled on by the courtsor are
on appedl . Any impact on GFSrecel ptswill not beincorporated into theforecast until theissue
hasbeen completely resolved.

5. Therehavebeen several legidative and other non-economic changes affecting actual GFSre-
ceiptsfor thelast few bienniaaswell astheforecast for the 2003-05 and 2005-07 biennia. As of
February 2004, new tax law changeshaveincreased GFSrevenuefor the 2003-05 biennium by
an estimated $758 million. In addition, the effect of Initiative 728, which transfersaportion of
revenue from the General Fund to the Student A chievement account, accel eratesin both the
2003-05 biennium and the 2005-07 biennium. Dueto legidation enacted during the 2003 ses-
son, theaccelerationislessthanit wasbefore. Still thel-728 transfersfrom the Genera Fundto
the Student A chievement A ccount have adisproportional effect on GFSrevenuefor the 2003-
05 and 2005-07 bienniarelativeto prior biennia. Thel-728 property tax transfersgrow from
$267.0 million inthe 2001-03 biennium to $329.8 millionin the 2003-05 biennium (Seepart | of
Table3.17.). They are expected to grow to $628.4 millionin the 2005-07 biennium. The GFS
forecast for the 2005-07 biennium isa so affected by 2003 |egid ation that providetax incentives
beginning infiscal 2006 to the aerospace and semiconductor industries.

Recent Collection Experience

Revenue collectionsin thethree months since the November forecast were $7.8 million, 0.2 percent,
below theforecast. RevenueA ct taxes (Washington'smajor excisetaxes. sales, use, businessand occu-
pation and public utility taxes) were $14.4 million (-0.6 percent) lessthan expected while other taxes
primarily thereal estate excisetax (+$2.3 million) and estatetax (+$4.2 million) receiptswere abovethe
forecast.
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Table 3.2

Economic and Revenue Forecast Flow Chart*

General Fund-State
2003-05 Biennium
(Amounts in millions)

National Economic
Forecast

Preliminary
Washington State
Economic Forecast

Sales $11,923.8
Use $790.4
Business and Occupation $4,126.4
Public Utility $527.5
Department of Revenue Liquor Taxes $198.0
Property Tax (Schools) $2,714.4( ]
Cigarette $103.0
Real Estate Excise $999.0
Timber Excise $14.3
All Other $895.3
Insurance Commissioner Insurance Premiums $430.0

Review by
Governor’s Economic
Advisors

Review by
Forecast Council
and Work Group

Department of Licensin Motor Vehicle Excise & Rental Car $0| |
P g Other DOL $41.8
Liquor Control Board Liquor Excess Funds/Fees $87.6 -

Final National and
Washington Economic
Forecast

* Cash Basis

Lottery Commission Lottery Revenue $0
OFM All Other R dT f $8.2H
All Other Agencies er Revenue and Transfers .

State Treasurer Interest Income $37.3H-

Total

General Fund
State Revenue
approved by the
Economic and
Revenue Forecast
Council

$22,897.3




Thewesknessin RevenueAct
collectionsinthelast threemonths,
reflecting October, November and
December 2003 businessactivity,
wasalittledisappointing. Although
employment growthinthefourth

Table 3.3

Collection Variance of Major General Fund-State Taxes by
Agency

November 11, 2003 - February 10, 2004

Based on the November 2003 Forecast (Millions of Dollars)

guarter was alittle stronger than Collection Percent of
assumed in November, personal |Agency/Source Variance* Estimate
income and revenue growth were |pepartment of Revenue

not. RevenueAct receipts (prima- Revenue Act ($14.4) -0.6%
rily salesand business and occu- Non Revenue Act? $6.7 0.7%
pation tax payments) were 3.8 per- Subtotal $7.7) -0.2%
cent abovetheyear-agoleve inthe

fourth quarter of 2004, excluding

tax law changesand specidl factors. Department of Licensing? ($0.1) -4.8%
Thisis about the same asthe re-

vised 3.9 percent growthinthethird [Other na na
guarter. RevenueAct receiptsin-

creased 1.6 percent in the second

quarter and declined 0.1 percentin |T°t@™ ($7.8) 0.2%

thefirst quarter. Animproving job
Revenue Act taxes consist of retail sales, business and occupation, use, public

market and growingincomeareex- |,
pected to supp()rt moderate spend- utility and tobacco products taxes as well as penalty and interest receipts. The
variance is based on collections Novemberr 11, 2003 through February 10, 2004.

mg_ and revenu? grovvth forthere- 2 Variance based on November 2003 through January 2004 collections. Major Non
mainder of thebiennium. Revenue Act sources include: state property tax levy, real estate excise tax and

Prelimi hary dataof morethan sStact:((e)Ilt:z(t.ion variance: actual tax payments compared to monthly estimates based of
9,000Iargetaxpayerswhofiledtheir the November ZOOé forecast.
returnsand paymentselectronicaly [+ Detail may not add to total due to rounding.
for themaost recent month (December 2003 activity) show tax paymentsof retailers5.7 percent abovethe
year-ago level, with al major retailing sectorswith the exception of gas stationsand convenience stores
reporting increases. Building materia s/garden equipment retail ersreported thelargest gain, 14.1 percent.
Other retailing sectorswith strong increases were furniture and homefurnishing stores (+12.5 percent),
food stores (+8.6 percent), auto retailers (+7.2 percent), and apparel and accessoriesretailers (+7.9
percent). Tax paymentsby bus nessesoutside of retailing was much weaker. Intota, tax paymentsby non
retailerswere only 0.2 percent higher than last year. There was awide range among industries. The
manufacturing sector wasstrong, with tax payments 9.3 percent higher than ayear ago, other nonretailing
sectorswith gainsinclude: utilities (+2.8 percent), construction (+1.2 percent), arts, entertainmentsand
recreation (+15.8 percent) and accommodationsand food service (+5.0 percent). Nonretailing sectors
reporting adrop intax paymentsinclude: finance and insurance (-24.3 percent), wholesaletrade (-4.9
percent) and information services(-1.7 percent).

Thegrowth of real estate activity hasslowed in recent months asexpected. Real estate activity, as
measured by real estate salessubject to the state' sred estate excisetax, was 12.9 percent abovetheyear-
ago levd inthethree monthssincethe November forecast. It increased 32.9 the previousthreemonthsand
was 21.7 percent abovetheyear-ago level for all of calendar 2003. The 12.9 percent increasefor the
fourth quarter masksthe decel eration the last two months. After increasing 34.2 percent in October,
activity declined 1.2 percent in November. It rebounded alittlein December, increasing 3.9 percent.
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General Fund-Statetaxes collected by the Department of Licensing (primarily revenuefrom licenses
and fees) were $80,000 (4.8 percent) bel ow the estimate in the three months since the November fore-
cast. During thisperiod, Department of Licensing General Fund collectionswere 14.6 percent below the
year-ago level.

The General Fund-State Forecast for the 2003-05 and 2005-07
Biennia

The February 2004 forecast for the 2003-05 biennium (July 1, 2003 to June 30, 2005) continuesto
assume amoderate recovery for both the U.S. and the Washington economies. Recent economic and
revenue dataconfirm that the recovery isunderway and six monthsinto the biennium theforecast is pretty
much ontrack. Nationally, output as measured by real GDP growth wasalittle stronger than assumedin
November. Perhapsmoreimportantly, employment which finally started toincreaseinthethird quarter has
continued to grow in thefourth quarter. Washington employment has also continued to grow and it wasa
little stronger than expected in thefourth quarter of 2003. Revenue growth in thefirst six months of the
biennium hasimproved and collectionsare very closeto expectation. However, wehavealong way to go.
Both economic and revenue growth are expected to remain rel atively weak for most of the biennium.
Wesk job growth, especially in the manufacturing sector, isexpected to hold back economic and revenue
growth. The state’' smanufacturing sector began losingjobsinthethird quarter of 1998 and isnot expected
to begin adding jobsuntil thefirst quarter of 2005. Productionin aircraft manufacturing, the state’ slargest
manufacturing sector, isflat and employment in this sector isexpected to continue to decline until 2005.
Whiletheend of job loosesin aerospaceisin sight, therecovery will bevery dow even with the start of
designwork onthenew 7E7. Air travel hasyet to recover to pre-September 11th levels. Thiscontinuesto
affect airline profitability and their need and ability to purchase aircraft. The combination of moderate
growth nationally and aweak aerospace sector will result inlessthan average employment and income
growth for the state in the 2003-05 biennium. State nomina persona incomeisexpectedtoincrease 9.0
percent in the 2003-05 biennium, up from 6.6 percent in the 2001-03 biennium but |essthan half itslong
runaverage. Smilarly wageand s ary employment growth isexpected to increaseonly 1.6 percentinthe
2003-05 biennium, well below itslong run average, though much better than the 1.5 percent decline
experienced in the 2001-03 biennium. Whiletheforecast assumes GFSrevenuewill improveinthe 2003-
05 biennium from adepressed 2001-03 level, revenue growth, like the economy, isexpected to berela
tively weak. GFSrevenuein the 2003-05 bienniumisexpected to total $22,897.3 million. Thisis$1.8
billion (8.3 percent) morethan in the 2001-03 biennium. Adjusting for major legidative changes, GFS
revenueis expected to grow 6.5 percent. Whilewesak, thisisavast improvement from the 2001-03
bienniuminwhich GFSrevenuefdl $121 million (0.6 percent.)

Theinitia forecast for the 2005-07 biennium indicatesmodest economi ¢ and revenue growth. Growth
inthe 2005-07 budget period isexpected to bealittle better than in the current biennium. Real persona
incomeisexpected to increase 8.1 percent in the 2005-07 biennium, up from 6.0 percent in the 2003-05
period and closetoitslong run average. Employment growth isalso expected to be better, increasing 4.5
percent compared to 1.6 percent in the current biennium. Revenue growthwill alsoimprove. Thestateis
expected to collect $24,953.4 millionin GFSrecei ptsin the 2005-07 budget period. Thisis$2.1 million,
9.0 percent, more than in the 2003-05 biennium. Adjusting for new legisation (tax incentivesfor the
aircraft manufacturing and the semi conductor industry) and theimpact of higher I-728 transfersout of the
General Fund, revenueisexpected to increase 10.7 percent.

Washington hasno personal or corporateincometax. Threetaxes: salesand use, businessand occu-
pation and the property tax (state school levy) comprisethe mgjority of Washington'sGFSrevenue. These
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three taxes accounted for 85.8 percent of the $21.1 billion total GFS cash receiptsin the 2001-03 bien-
nium. Thesetaxesare expected to account for 85.4 percent of GFS revenuein the 2003-05 biennium and
86.0 percent inthe 2005-07 biennium. The state’ sreliance on sales, business and occupation, and prop-
erty taxeshasincreased over time, rising from 80 percent in the 1989-91 biennium and from 75 percent
twenty yearsago. Theretail salesand usetax, the state€' slargest revenue source, generated $11.7 billion,
55.5 percent of total GFSrevenuein the 2001-03 biennium. Salesand usetaxes are expected to produce
$12.7 billion, 55.5 percent of total GFSrevenuein the 2003-05 biennium and $14.2 billion, 56.9 percent
of thetotal inthe 2005-07 budget period. The businessand occupation tax totaled $3.8 billioninthe
2001-03 biennium, 17.9 percent of total GFSrevenue. Thistax isexpected to produce $4.1 billion, 18.0
percent of thetotal in the 2003-05 biennium and $4.7 billion, 18.7 percent of thetotal in the 2005-07
biennium. The state share of the property tax totaled $2.6 billion, 12.4 percent of tota GFSrevenueinthe
2001-03 biennium. The February forecast expects property tax to produce $2.7 billion in the 2003-05
biennium, 11.9 percent of total GFSrevenue and $2.6 billion, 10.4 percent of thetotal in the 2005-07
biennium. Thereduction in the property

tax share of total GFSreceiptsreflects | Table 3.4 Cash Basis
thegrowingimpact of 1-728, whichtrans- General Fund-State Collections*
fersaportion of the state property tax | (Millions of Dollars)
levy fromthe General Fund to the Stu- 2000
dent Achievement/School Construction | CD” rent F(’:irce”‘ Cga::“ed F(’:irce”‘
L . iennium ollars ange ollars ange
Account beginninginthe2001-03bien- | = o~ -2 $817.1 g $3.362.6 g
nium. (SeeTable3.17, part 1.) 1963-65 866.2  6.0% 3,478.7 3.5%
Taxd)lesdes(sdess_jbje:ttotheﬁS 1965-67 1,128.6 30.3% 4,357.5 25.3%
percent state retail sales tax) totaled 1967-69 1,440.5 27.6% 5,200.4 19.3%
Cye - . 1969-71 1,732.7 20.3% 6,552.6 26.0%
$23.3hillioninthethird quarter of _2003, 1971-73 19221 10.9% 6.721.9 2 6%
themost recent quarter available. Thiswas | 1973-75 23724  23.4% 7,168.4 6.6%
4.2 percent higher than ayear-ago. Tax- | 1975-77 3,395.0  43.1% 8,921.9 24.5%
| r 2 tinth _ | 1977-79 4,490.0 32.3% 10,358.6 16.1%
ablesdles grew |9 perce?] © SeC 1979-81 5,356.4 19.3% 10,292.2 -0.6%
ond quarter. Texablesaleshavenow in- | ;9g1 g3 6,801.4  27.0% 11,3785  10.6%
creased on a year-over-year basisfor | 1983-85 8,202.4  20.6% 12,662.4 11.3%
five consecutive guarters after havi ng 1985-87 9,574.6 16.7% 13,936.5 10.1%
- : 1987-89 10,934.1 14.2% 14,805.5 6.2%
fa”en or remained unchanged fOI' five 1989-91 13,309.0 21.7% 16,561.0 11.9%
sraghtquarters. Growthof Weshington | 1991.93 14,8622  11.7% 17,3311 4.7%
taxablesalesarenow startingtokeepup | 1993-95 16,564.6  11.5% 18,473.9 6.6%
W|th aa'_em'g)nd |ncornegrwvth butsm 1995-97 17,637.7 6.5% 18,866.9 2.1%
. . : . 1997-99 19,620.1 11.2% 20,420.8 8.2%
;ral real S_desnatlondly. U.S. retall and 1999-01 21,262.1 8.4% 21,266.4 4.1%
ood service sales were 6.4 percent | 500103 21,1407 -0.6% 20,419.7 -4.0%
abovetheyear-agoleve inthethird quar-
ter of 2003 following a5.0 percent in- | 2003-05°  22,897.3 8.3% 21,502.6 5.3%
limi nary data_l ndicateU.S. retall ano_lfood ‘. February 2004 Forecast
servicesaesincreased 6.5 percentinthe | *Total General Fund-State revenue and transfers. Cash basis; includes rate
fourth quarter of 2003. The February base and administrative changes. Modified cash basis: 1985-87 and prior;
004 pure cash basis: 1987-89 and after. May not be comparable because the
_2 for_ecast @JmeSthat taxablesal_&s collection totals include the impact of rate, base and administrative changes.
inWashingtonincreased 2.9 percent in | source: Department of Revenue, the Office of Financial Management
thefourth quarter of 2003. and the Office of the Forecast Council 's February 2004 forecast.
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Table 3.5

Taxable Retail Sales*
February 2004 Forecast
(Millions of Dollars)

Fiscal Percent
Year Amount Change
1974 11,877
1975 13,380 12.7%
1976 15,493 15.8%
1977 17,626 13.8%
1978 21,121 19.8%
1979 22,309 5.6%
1980 24,057 7.8%
1981 25,197 4.7%
1982 26,097 3.6%
1983 29,368 12.5%
1984 29,156 -0.7%
1985 30,687 5.3%
1986 32,158 4.8%
1987 34,647 7.7%
1988 37,452 8.1%
1989 41,429 10.6%
1990 47,183 13.9%
1991 49,812 5.6%
1992 53,189 6.8%
1993 55,319 4.0%
1994 59,009 6.7%
1995 61,927 4.9%
1996 62,817 1.4%
1997 66,748 6.3%
1998 72,059 8.0%
1999 77,197 7.1%
2000 83,385 8.0%
2001 85,633 2.7%
2002 84,418 -1.4%
2003 86,165 2.1%
2004F 89,712 4.1%
2005F 95,396 6.3%
2006F 100,235 5.1%
2007F 105,620 5.4%

F  Forecast.

* Actual Base. Includes statutory and administrative changes
to the tax base. Historical fiscal year data are from quarterly
taxable sales reported by taxpayers on the state's Combined
Excise tax return. Major base changes include: exemption of
off-premises food, beginning 1978:3 (fiscal 1979); extension
of the sales tax base to off premises food (1982:2 to 1983:2)
food again exempt 1983:3 (fiscal 1984). Base extended to
some personal services effective July 1994. Exemption of
manufacturing equipment effective fiscal 1996. Additional
sales tax exemptions (including an exemption for R&D
equipment) effective fiscal 1997. Changes in reporting,
effective 1997. Additional exemptions effective fiscal 1999,
2000, 200, 2002 and 2006. Additions to the tax base due
to increased compliance efforts effective fy 2003. Fiscal
2005 affected by the expiration of the sales tax

deferral/exemption program.
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Analysisof thegrowth of taxable salesinthe
third quarter of 2003 by sector isagain difficult due
toindustry reclassifications of alarge number of
businesses. Industry comparisonisstill onaStan-
dard Industria Classfication (SIC) basis. TheDe-
partment of Revenueisintheprocessof converting
totheNorthAmerican Industry Classification Sys-
tem (NAICYS). Taxable salesdataisexpected to be
availableonaNAICSbas sby the summer of 2004.
Theretail trade sector, which accountsfor about
half of all taxable sales, was 5.6 percent abovethe
year-agolevel. Thisisbased on datathat isnot ad-
justed for changesinindustry classificationsthat oc-
curred betweenthethird quarter of 2003 and ayear
ago and distortsthe year-over-year comparison by
sector. After adjustingfor SIC changestheincrease
is5.2 percent. Withinretailing, genera merchan-
disestoresreported thelargest gain, 19.8 percent.
Building materialghardware storesal so reported a
largeincrease, 10.1 percent. Two sectorsreported
declines. Food storesreported a21.6 percent year-
over-year drop in taxable salesand miscellaneous
retailersreported a 1.3 percent decline. The pic-
ture changesdramatically after accountingfor SIC
changes. The building material ¥hardware sector
showsthelargest increase, 10.4 percent after ac-
counting for SIC changes. Thelargeincreasere-
ported by general merchandise storesdisappears.
Theincrease after adjusting for SIC changesisa
modest 4.4 percent. The declinereported by food
storesbecomesa2.5 percent increase. Similarly,
thedeclinereported by themiscellaneousretailing

sector turnsinto a7.1 percent, increase.

Taxable salesreported by non-retailing sec-
torswere 2.6 higher than ayear-ago in the third
quarter of 2003. After adjusting for SIC changes,
taxable sales reported by non-retail sectorsin-
creased 3.0 percent. Theyear-over-year change
varied widely among sectorson an adjusted basis.
Taxable salesreported by the contract construc-
tion sector, which accounted for almost 15 per-
cent of dl taxablesdesinthethird quarter of 2003,
increased 5.3 percent. Thisisthefourth consecu-
tive quarter in which this sector has increased.
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Chart 3.1
General Fund-State Revenue
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Chart 3.3
Composition of General Fund-State Revenue
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Chart 3.4
Taxable Sales* as a Percent of Personal Income
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Taxablesa esreported by the service sector were 0.9 percent below theyear-ago leve inthethird quarter
of 2003. Within services, hotel/motel establishmentsreported a4.8 percent increaseintaxablesdeswhile
taxable sa esof the business services sector declined 4.2 percent. Taxable salesreported by the manufac-
turing sector were up 5.8 percent inthethird quarter. Thewholesaletrade sector reported a 1.2 percent
decline.

Taxablesalesinthe state' sthreelargest counties (King, Snohomish and Pierce) were 3.7 percent
higher than ayear ago inthethird quarter of 2003. Taxable salesincreased 4.9 percent intherest of the
state. TaxablesaesinKing County were 2.2 percent higher than ayear-ago inthethird quarter of 2003.
Prior to thisquarter, King County taxable saleshad declined or remained unchanged eight of thelast nine
guarters. Taxable salesin Snohomish County increased 3.6 percent in thethird quarter of 2003. Pierce
County reported avery strong 9.4 percent increase. Taxable salesin Spokane County were 6.4 percent
abovetheyear-ago level. Eastern Washington countiesasawholereported a6.1 percent increasein
taxable salesin thethird quarter while west of the Cascadestaxable saleswere up 3.9 percent. Taxable
saleswereup 4.5 percent in metropolitan countiesin thethird quarter and 1.9 percent in non-metropolitan
counties.

Statewidetaxablesalesincrease 2.1 percent infiscal 2003 after declining 1.4 percent infiscal 2002.
Thedropinfiscal 2002 wasthefirst fiscal year declinesince 1984 when food wasremoved from the sales
tax base. Thegaininfiscal 2003 wastheweakest increase, asidefrom fiscal 2002, sincefiscal 1996. The
February forecast continuesto expect modest improvement in taxable salesgrowth for the current budget
period. Taxablesalesareexpectedtoincrease4.1 percentinfiscal 2004 and 6.3 percent infiscal 2005.
Part of theimprovement in fiscal 2005 isaresult of the assumed expiration of the salestax deferral/
exemption program. Thisadds about apercent to taxable sales growth. Taxable sales are expected to
grow moderately in the 2005-07 biennium. The February 2004 forecast hastaxable salesincreasing 5.1
percent infiscal 2006 and 5.4 percent infiscal 2007.

Forecast Change for the 2003-05 Biennium

The February 2004 forecast increasestotal GFSrevenuefor thetwo year budget cycleending June
30, 2005 by $76.4 million (0.3 percent). Most of the increase was due to adightly better economic
outlook, although $10.0 million of theincrease, arelatively large share, wasdueto ahigher forecast of
interest earnings. Theincreasefor the biennium dueto animproved economic outlook and higher interest
earningswaspartialy offset by dightly lower collectionsduring thelast threemonths. Revenuein thethree
months sincethe November forecast was $7.8 million lessthan expected.

Table 3.6 summarizesthe changesto the February 2004 cash forecast by type of change. Tables3.7
and 3.8 summarize datarevisionssince November to GFSrevenuefor the 2003-05 biennium by agency
and source of revenue. Table 3.7 isonacash basisand Table3.8isonaGAAPbass. Table3.9and 3.10
summarize the GFSrevenueforecast for the 2005-07 biennium by agency and source. Table3.9isona
cash basisand Table 3.10isonaGAAPbasis. Table 3.11 providesthe fiscal year forecast by maor
revenue source (cash basis). Table 3.12 providesafiscal year summary of GFScashreceipts. Belowisa
brief summary of the changesto theforecast by agency.

Department of Revenue

The Department of Revenue collects and administersthe majority of Washington's GFSrevenue,
accounting for morethan 97 percent of total GFS revenuefor the 2003-05 and 2005-07 biennia. The
February forecast of GFS revenue sources administered and collected by the Department of Revenueis
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$62.8 million higher
than in November.
The increase to the
forecadt reflectsalittle
better economic out-
look for theremainder February 2004
of the 2003-05 bien-
nium ($70.5million) | -2003-05 Biennium

Table 3.6

Summary of Changes to the General Fund-State Forecast
February 2004 Cash Forecast

(Millions of Dollars)

whichwaspatialy off- Collection Experience in the 2003-05 Biennium ($7.8)
set by tax collected Department of Revenue! (7.7)

($7.7 million) in the Other agencies? (0.1)
threemonthssincethe

last forecast. The Feb- Forecast Change for the 2003-05 Biennium $84.2
ruary forecast contin- Department of Revenue 70.5

ues to expect the Other agencies 13.7

economy to improve

over thecourseof the | Total Change: 2003-05 Biennium* $76.4

biennium from a de-

pr&ssed 2001-03bien- | : variance based on collections November 11 -February 10, 2004; retail sales, b&0, use &

i public utility taxes.
niumlevel. 2 Variance based on collections in November 2003 - January 2004.
Thelargest Change * Detail may not add due to rounding.

to the Department of
Revenue GFS sourcesin February wasa$29.2 millionincreaseto theretail salestax forecast. Therea
estate excisetax forecast is$23.5 million higher than in November and the estate tax forecast is$8.3
million higher. Other increasesinclude a$6.6 millionincreasein the public utility tax and a$3.6 million
increaseto the business and occupation tax forecast. Theforecast for the Genera Fund share of the Sate
property tax is$4.1 million lower than in November. The pendty and interest forecast is$4.2 millionless
than in November and the usetax forecast is$4.5 less. Most of these changesreflect acombination of
collectionsexperience and the small improvement to the economic forecast for the remainder of thebien-
nium. The February 2004 forecast continuesto assumethat several tax incentive programswill expire
during the 2003-05 biennium including therural county salestax deferrd program, the high-tech deferra

program and several businessand occupation tax credits. Thesetax incentiveswere extended after the
February 2004 forecast was prepared and adopted by the Council. Theimpact of extending these credits
and other legidlative changeswill beincorporated into the forecast in June 2004. The February 2004
forecast includestheimpact of some small administrative and technical changes(e.g. correctionstothe
impact of 2003 |egidation) that occurred sincethe November 2003 forecast. It a soincludesan expected

$6.9 million payment by the U.S. Department of Energy inlieu of businessand occupation tax for work

donesevera yearsago onthe Hanford Reservation.

The February forecast expects modest economic and revenue growth in the 2005-07 biennium.
Overall Department of Revenue GFS sources are expected to generate $24,293.4 millionin the 2005-07
biennium. Thisis$2.0 billion, 9.0 percent, morethan in the 2003-05 budget period. Thisincludesthe
impact of tax incentives effectivein fiscal 2006 for the aerospace and semiconductor industriesenacted
during the 2003 | egid ative session. With exception of the Genera Fund’ s share of the state property tax
levy, the state’ smajor taxes (sal es/use and busi ness and occupation tax) are expected toreturnto average
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growthinreal terms. The portion of the state property tax levy that goesto the General Fund isexpected
to decline 4.0 percent inthe 2005-07 biennium. Thisisdueto theimpact of f Initiative 728 which diverts
thestatelevy from the Genera Fund to the Student A chievement Account. Theforecast assumesthat the
share of the statelevy going to the SAA (instead of the General Fund) growsfrom $329.8 millioninthe
2003-05 biennium to $628.4 million in the 2005-07 biennium.

Department of Licensing

Themgority of General Fund-State revenue collected by the Department of Licensingisfrom profes-
siondl licenses, boat excisetax, and boat registration. The Department’s General Fund-Stateforecast for
the current biennium has been decreased $0.5 millionto $41.8 million, and itsinitia forecast for the 2005-
07 bienniumis$43.4 million.

The Office of Financial Management (Other Agencies)

TheOfficeof Financid Management (OFM) isresponsiblefor preparing Generd Fund-Staterevenue
andtransfer forecastsfor al agenciesexcluding the Department of Revenue, the Department of Licensing,
theLiquor Control Board, the Insurance Commissioner, and the State Treasurer. The office'sforecast for
the current biennium hasbeen decreased $1.4 millionto $8.2 million duemainly toarevisionintheforecast
of revenuesfrom the Department of Financia Ingtitutions. Theoffice'sinitial forecast for the 2005-07
bienniumis$1.0million.

State Treasurer

The Office of the State Treasurer generates General Fund-State revenue by investing state short-term
cashreserves. Theoffice'sGenera Fund-Stateforecast for the current biennium hasbeen increased $10
millionto $37.3 million dueto mainly to anincreasein forecasted interest rates. Theoffice'sinitia forecast
for the 2005-07 biennium is$57.0 million.

Insurance Commissioner

The Officeof thelnsurance Commissioner collectspremium taxeson most classesof insurancesoldin
Washington State. Thesetaxesaredistributed tothe Genera Fund-State, the health servicesaccount, and
variousaccountsin support of fireservices. Theoffice sforecast of General Fund-State revenuefor the
current biennium hasbeenincreased $2.4 million to $430.0 million, and itsinitia forecast for the 2005-07
bienniumis$477.2million.

Liquor Control Board

TheLiquor Control Board forecastsrevenue from both profitsand feesfrom state-run liquor stores
and fundsfrom surtaxeson beer and wine. Theagency’sestimate of excessfundsand feesfor the current
biennium has been increased $3.0 millionto $83.7 million and itsforecast of beer and wine surtaxesis
unchanged at $3.9 million. Theagency’sinitial estimates of excessfundsand feesand beer and wine
surtaxesfor the 2005-07 biennium are $77.3 million and $4.1 million respectively. Theforecasted decline
of excessfundsand feesin the 2005-07 biennium compared to the current bienniumisdueto thefore-
casted expiration in the current biennium of a$0.42 per liter surcharge, which expiresby law onceit has
generated $14 millionin revenues.
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Lottery Commission

TheL ottery Commission transfersthe unallocated portion of collectionsfrom sales of L ottery prod-
uctstothe General Fund. Under thehill, fundsarenot transferred unlessthereis|ottery revenueremaining
after the School Construction, Student A chievement, and stadium/exhibition center accountsreceivetheir
alotments. Asinthe November forecast, the Commission’scurrent forecast does not predict having any
post-alotment revenueto transfer to the Genera Fund for the current biennium. The Commission’sinitia
forecast for the 2005-07 biennium also does not forecast any transfers to the General Fund. The
Commission’sforecast of revenuesfor the School Construction and Student A chievement Fundsfor the
current biennium hasbeen increased $7.5 millionto $196.4 million, and itsinitia forecast of revenuesfor
the School ConstructionAccount for the 2005-07 bienniumis$189.7 million.

Track Record for the 2003-05 Biennium

The February 2004 GFS cash recei ptsforecast for the 2003-05 biennium total s $22,897.3 million.
Thisis$76.4 million more than the November 2003 forecast. The February 2004 forecast isonly $107
million higher the February 2002 forecast, which wastheinitia forecast for thebiennium. However legis-
lative changes greatly distort thisvariance. Excluding theimpact of non-economicfactors, primarily the
impact of 2002 and 2003 | egidlative changes, the February 2004 forecast is$650 million (2.9 percent)
lower than the February 2002 forecast. There have been eight revisionsto theforecast for the 2003-05
biennium since February 2002. Five, havelowered expected revenue (excluding tax law changes), and
three, including the February 2004 change, haveincreased theforecast. Table 3.13 summarizesthechanges
to the GFSforecast for the 2003-05 biennium since February 2002.

The Relationship between the Cash and GAAP General Fund-
State Revenue Forecasts

Legidation enacted in 1987 requiresthat the state’ sbiennia budget bein conformancewith Generally
Accepted Accounting Principles (GAAP). It dso requiresa GFS revenue forecast on both acash and
GAAPbasis. Thus, therearetwo related but distinct GFS forecasts summarized in thischapter: acash
receiptsforecast and aGAAP revenueforecast. The primary difference between the cashand GAAP
forecastsistiming of thereceipt of revenue. OnaGAAPDbasis, revenuesare credited tothebienniumin
whichthey are earned even though they may not have been received. Thecash forecast, on the other hand,
reflectsexpected cash receiptsduring afiscal period. Theforecast onaGAAP, or accruad, basisisprima
rily usedfor financial reporting. Thecashforecast isused for cash flow management, revenuetracking and
istheforecast used in the state’ sbudgetary balance sheet, whichisthe principal tool for assessing the
Genera Fund'scurrent surplusor deficit position. Referencesto the GFSforecast inthetext of thischapter
refer to the cash forecast unless otherwise noted. Likewise, the revenue tables other than Tables 3.8 and
3.10 areonacash basis.

Table 3.14 compares the cash receiptsforecast and the GAAP revenue forecast by agency. GFS
revenuefor the 2001-03 biennium totaled $21,192.3 milliononaGAAPbass, $51.6 million higher than
the $21,140.7 million cash receiptstotal. The forecast on aGAAP basisfor the 2003-05 bienniumis
$22,961.7 million, $64.4 million morethan the $22,897.3 million cash receiptstotal. The GFSforecast for
the 2005-07 bienniumis$25,026.4 milliononaGAAPbass, $73 million morethanthe $24,953.4 million
cashforecast.

Table 3.15 presentsthe budgetary balance sheet for the 2001-03 and 2003-05 biennia. Therevised
GFSrevenue unrestricted ending balancefor the 2001-3 biennium is$404.6 million. Thisis$7.8 million
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Table 3.7

Comparison of the General Fund-State Forecast by Agency

2003-05 Biennium; Cash Basis

(Millions of Dollars)

Forecast by Agency

Department of Revenue
Retail Sales
Business & Occupation
Use
Public Utility
Liquor Sales/Liter
Cigarette
Property (State Levy)
Real Estate Excise
Timber Excise
Other

Subtotal

Department of Licensing
Boat excise, licenses, fees & other

Insurance Commissioner
Insurance Premiums

Liquor Control Board
Liquor Profits and Fees
Beer & Wine Surtax

Lottery Commission
Lottery Revenue

State Treasurer
Interest Earnings

Office of Financial Management
Other

Total General Fund-State *

November Non-
2003 Economic  Forecast
Forecast' Changes Revision**

February
2004

Total

Forecast? Change

$11,894.6 $29.2
4,122.9 3.6
794.9 (4.5)
521.0 6.6
194.3 3.7
102.9 0.1
2,718.5 4.1)
975.5 235
14.3 0.1
890.7 4.6
22,229.5 62.8
423 (0.5)
427.6 2.4
80.8 3.0

3.9 0.0

0.0 0.0

27.3 10.0

9.5 (1.4)
$22,820.9 $0.0 $76.4

1 General Fund-State forecast for the 2003-05 biennium, adopted November 2003.
2 Revised General Fund-State forecast for the 2003-05 biennium, adopted February 2004.

*Detail may not add to totals because of rounding.

$11,923.8
4,126.4
790.4
527.5
198.0
103.0
2,714.4
999.0
14.3
895.3
22,292.3

41.8

430.0

83.7
3.9

0.0

37.3

8.2

$22,897.3

**Includes an expected $6.9 million payment by the U.S. Department of Energy and other minor adjustments.

$29.2
3.6
(4.5)
6.6
3.7
0.1
(4.1)
23.5
0.1
4.6
62.8

(0.5)

24

3.0
0.0

0.0

10.0

(1.4)

$76.4
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Table 3.8

Comparison of the General Fund-State Forecast by Agency
2003-05 Biennium; GAAP Basis

(Millions of Dollars)

November Non - February
2003 Economic Forecast 2004 Total
Forecast by Agency Forecast! Changes Revision** Forecast? Change
Department of Revenue
Retail Sales $11,940.0 $29.2 $11,969.2  $29.2
Business & Occupation 4,136.1 0.5 4,136.6 0.5
Use 797.8 (4.4) 793.4 (4.4)
Public Utility 522.1 6.0 528.1 6.0
Liquor Sales/Liter 195.3 3.0 198.3 3.0
Cigarette 102.7 0.1 102.9 0.1
Property (State Levy) 2,719.1 (3.3) 2,715.9 (3.3)
Real Estate Excise 978.9 23.5 1,002.4 23.5
Timber Excise 14.3 0.2 14.4 0.2
Other 890.1 4.2 894.3 4.2
Subtotal 22,296.4 59.1 22,355.6 59.1
Department of Licensing
Boat excise, licenses, fees & other 44.3 (0.5) 43.8 (0.5)
Insurance Commissioner
Insurance Premiums 427.6 24 430.0 24
Liquor Control Board
Liquor Profits and Fees 80.8 3.0 83.7 3.0
Beer & Wine Surtax 3.9 0.0 3.9 0.0
Lottery Commission
Lottery Revenue 0.0 0.0 0.0 0.0
State Treasurer
Interest Earnings 254 10.5 35.9 10.5
Office of Financial Management
Other 9.7 (0.9) 8.8 (0.9
Total General Fund-State * $22,888.0 $0.0 $73.7 $22,961.7 $73.7

1 General Fund-State Forecast for the 2003-05 biennium adopted November 2003

2 Revised General Fund-State Forecast for the 2003-05 biennium adopted February 2004.

*Detail may not add to totals because of rounding.

**Includes an expected $6.9 million payment by the U.S. Department of Energy and other minor adjustments.
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Table 3.9

Comparison of the General Fund-State Forecast by Agency
2005-07 Biennium; Cash Basis

(Millions of Dollars)

November Non- February
2003 Economic Forecast 2004 Total

Forecast by Agency Forecast Changes Revision Forecast® Change
Department of Revenue

Retail Sales na na $13,2959 na

Business & Occupation na na 4.667.7 na

Use na na 891.1 na

Public Utility na na 5340 na

Liquor Sales/Liter na na 207.1 na

Cigarette na na 95.1 na

Property (State Levy) na na 2,606.1 na

Real Estate Excise na na 1,070.6 na

Timber Excise na na 18.7 na

Other na na 907.1 na

Subtotal na na 24,293.4 na
Department of Licensing
Boat excise, licenses, fees & other na na 43.4 na
Insurance Commissioner

Insurance Premiums na na 477.2 na
Liquor Control Board

Liquor Profits and Fees na na 77.3 na

Beer & Wine Surtax na na 4.1 na
Lottery Commission

Lottery Revenue na na 00 na
State Treasurer

Interest Earnings na na 57.0 na
Office of Financial Management

Other na na 1.0 na
Total General Fund-State * na $0.0 na $24,953.4 na

1 Initial General Fund-State forecast for the 2005-07 biennium.
*Detail may not add to totals because of rounding.
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Table 3.10

Comparison of the General Fund-State Forecast by Agency
2005-07 Biennium; GAAP Basis

(Millions of Dollars)

November Non - February
2003 Economic Forecast 2004 Total

Forecast by Agency Forecast Changes Revision Forecast! Change
Department of Revenue

Retail Sales na na $13,348.4 na

Business & Occupation na na 4.676.7 na

Use na na 892.3 na

Public Utility na na 535.6 na

Liquor Sales/Liter na na 2074 na

Cigarette na na 95.2 na

Property (State Levy) na na 2607.1 na

Real Estate Excise na na 1,073.2 na

Timber Excise na na 18.7 na

Other na na 907.8 na

Subtotal na na 24,362.5 na
Department of Licensing
Boat excise, licenses, fees & other na na 455 na
Insurance Commissioner

Insurance Premiums na na 477.2 na
Liquor Control Board

Liquor Profits and Fees na na 77.3 na

Beer & Wine Surtax na na 4.1 na
Lottery Commission

Lottery Revenue na na 0.0 na
State Treasurer

Interest Earnings na na 579 na
Office of Financial Management

Other na na 2.0 na
Total General Fund-State * na $0.0 na $25,026.4 na

1lnitial General Fund-State Forecast for the 2003-05 biennium.
*Detail may not add to totals because of rounding.
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Table 3.11

February 2004 General Fund-State Forecast

2003-05 & 2005-07 Biennia;

(Millions of Dollars)

Forecast by Source

State Taxes
Retail sales
Business & occupation
Use
Public Utility
Liquor sales/liter
Beer & wine surtax
Cigarette
Tobacco products
Property (state school levy)**
Public utility district
Real estate excise
Timber excise
Estate/inheritance
Motor vehicle excise & Rental car
Boat excise
Insurance premiums
Other
Total Taxes

State Non-Tax Sources
Licenses, permits, fees
Liquor profits & fees
Earnings on investments
Lottery transfers
Other revenue & transfers

Total Non-Tax

Total General Fund-State *

a - Actual;

Cash Basis
Fiscal Fiscal Fiscal 2003-05 Fiscal Fiscal 2005-07
20032 2004 2005 Biennium 2006 2007 Biennium
$5,551.9 $5,801.7 $6,122.1 $11,923.8 $6,475.1 $6,820.8 $13,295.9
1,876.8 1,983.9 2,142.5 4,126.4 2,262.3 2,405.5 4,667.7
376.6 385.2 405.2 790.4 430.2 460.9 891.1
259.3 265.8 261.7 527.5 262.1 271.9 534.0
93.0 97.6 100.4 198.0 102.5 104.6 207.1
1.9 1.9 2.0 3.9 2.0 2.1 4.1
53.2 53.0 50.0 103.0 48.2 46.9 95.1
8.8 9.5 9.7 19.2 10.1 10.5 20.7
1,331.6 1,365.0 1,349.4 2,714.4 1,313.4 1,292.7 2,606.1
37.0 354 37.0 72.4 38.8 41.1 79.9
474.0 518.8 480.3 999.0 508.6 562.0 1,070.6
8.3 7.1 7.2 14.3 8.7 10.1 18.7
122.5 120.4 115.1 235.5 114.9 118.3 233.2
(0.0 0.0 0.0 0.0 0.0 0.0 0.0
12.1 12.3 12.7 25.1 13.3 13.9 27.2
203.2 209.4 220.6 430.0 232.1 245.1 477.2
140.6 187.8 204.2 392.0 207.6 213.5 421.0
10,550.8 11,055.0 11,520.1 22,5751 12,029.7 12,619.8 24,649.6
4.7 73.3 76.6 149.9 77.9 78.0 155.9
30.9 39.7 44.0 83.7 37.6 39.7 77.3
25.6 19.2 18.1 37.3 27.3 29.7 57.0
0.0 0.0 0.0 0.0 0.0 0.0 0.0
7.9 11.3 39.9 51.2 (1.4) 15.0 13.6
139.1 143.5 178.7 322.1 141.4 162.4 303.8
$10,689.9 $11,198.5 $11,698.8 $22,897.3 $12,171.1 $12,782.3 $24,953.4

* Detail may not add to totals due to rounding.
**General Fund-State portion of the state levy AFTER transfers to the Student Achievement Account.
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lessthan the preliminary balance number assumed in November. Inaddition, the Emergency Reserve Fund
balance at the end of the 2001-03 biennium was $57.6 million.

The February 2004 projected GFS unrestricted ending balance for the 2003-05 biennium is$576.9
million. Thisis$33.8 million higher than assumedin November. The higher projected ending baanceisdue
to thehigher GFSrevenueforecast and higher assumed reservesand other adjustments, partialy offset by
lower beginning balance number and lessfederal fisca relief in medical assstance expenditures. Thepro-
jected $576.9 million ending balanceis prior to enactment of asupplemental budget for the 2003-05
biennium that isbeing addressed currently by the 2004 |egidlature. The Emergency Reserve Balanceis
zero at the end of the 2003-05 biennium asthe entire Emergency Reserve Balanceistransferred to the
Genera Fundinthe 2003-0 5 biennium.

Alternative Forecast for the 2003-05 Biennium

The February 2004 baselineforecast continuesto assumethe economy will improve over the course
of the biennium. Income and job growth has been and will continueto be somewhat slower than usual,
producing only modest revenue growth. Theimplications of stronger aswell asweaker growth assump-
tionsthanin the baselineforecast are contained in two aternativeforecasts.

Theoptimistic scenario assumesthat astronger globa economy and businessinvestment in equipment
and softwaretrand ateinto stronger growth for the U.S. economy. Washington’seconomy benefitsfrom
stronger growth nationdly. In the optimistic scenario state persona incomeis 1.7 percent higher than the
baseline by the end of fiscal 2004 and is 3.0 percent higher by the end of the 2003-05 biennium. State
wage and salary employment is 12,000 greater than the baseline by the second quarter of 2004 andis
37,900 higher by thelast quarter of the 2003-05 biennium.

The pessimistic scenario assumes that employment growth remainsweak as cost pressures keep
businesses substituting capital for [abor and foreign labor for domestic labor. Weak job growth hurts
consumer confidence and leadsto slower spending growth. This scenario assumes severa quarters of
declinesin durable goods spending but not anational recession. Inthisscenario, Washington Sateishit
disproportionably harder astheweak economy dowsthegrowthinair traffic hurting airline profitability
and their need and ability to buy additional planes. Thiskeepsthe state’s aerospace sector weak and
producesfewer jobsand dower income growth than assumed in the baselineforecast. Inthe pessimistic
scenario, state persona incomeis 1.8 percent bel ow the baseline estimate at the end of fiscal year 2004
and 3.6 percent lessthan the baseline by the end of the 2003-05 biennium. Wage and salary employment
1517,800 lower than the baseline by the second quarter of 2004 and is46,800 lessby thelast quarter of
the 2003-2005 biennium

Table 3.16 showsthe revenueimplications of these alternative scenariosfor the 2003-05 biennium.
Theoptimigtic scenario generates $23,430.6 billion, $533.3 million morethan thebaseline. Thepessmigtic
alternative produces only $22,308.2 million GFSrevenuein the 2003-05 biennium, $589.1 millionless
than the basdlineforecast.

Inadditiontotheofficid optimistic and pessmigtic dternatives, weroutingly prepareathird dternative
forecast. Thisisdevel oped by averaging theforecastsfor severa key economic variablesmade by mem-
bersof the Governor’s Council of EconomicAdvisors(GCEA). The February 2004 GCEA scenariowas
based on the forecasts of five members of the Governor’s Council of Economic Advisors. The GCEA
dternativewas closeto the February 2004 basdineforecast. It produced $36 million more GFSrevenue
than the baselineforecast for the 2003-05 biennium.
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Table 3.12

General Fund - State Cash Receipts
February 2004 Forecast by Fiscal Year
(Millions of Dollars)

Percent

General Fund - State Change
Fiscal Years
1986 $4,566.2
1987 5,008.4 9.7%
1988 5,248.1 4.8%
1989 5,686.0 8.3%
1990 6,505.4 14.4%
1991 6,801.9 4.6%
1992 7,297.6 7.3%
1993 7,564.6 3.7%
1994 8,013.4 5.9%
1995 8,551.3 6.7%
1996 8,581.2 0.3%
1997 9,056.6 5.5%
1998 9,640.9 6.5%
1999 9,979.2 3.5%
2000 10,433.2 4.5%
2001 10,828.9 3.8%
2002 10,450.7 -3.5%
2003 10,689.9 2.3%
Forecast
2004 11,198.5 4.8%
2005 11,698.8 4.5%
2006 12,1711 4.0%
2007 12,782.3 5.0%
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Table 3.13

Track Record for the 2003-05 General Fund-State Cash Forecast

February 2002 through February 2004

Cash Basis - Millions of Dollars

Total General

Department Other Non Economic Total Fund-State
Date of Forecast of Revenue* Agencies Subtotal* Changes** Change Cash Basis
February 2002*+** $22,225 $565 $22,790
Changes to Forecast
June 2002 (53) 23 (30) 205 # 175 22,965
September 2002 (317) (29 (346) 80 %  (265) 22,700
November 2002 (31) 21 (10 (10 22,690
March 2003 (216) (49 (265) 27 % (238) 22,452
June 2003 (148) 9) (156) 446 # 290 22,741
September 2003 17 3 15 15 22,756
November 2003 70 4 65 65 22,821
February 2004 63 14 76 76 22,897
June 2004
Total change***:
From February 2002 (614) (37) (650) 758 107
Percent change -2.8% -6.5% -2.9% 3.3% 0.5%

* Excludes legislative, judicial, statutorily required or other major non-economic changes.
** Includes legislative, judicial, statutorily required or other major non-economic changes.

*** Detail may not add to total due to rounding.
**** First official forecast for the 2003-05 biennium.
#1 Change to the forecast due to 2002 legislation.

#2 Adjustment to the forecast to account for the expiration of two tax incentives and for 2002 legislation (SHB 2512) not

previously included in the GFS forecast.

#3 Includes an $86.6 million adjustment to the November forecast for SSB 6835 and a Dec. 2002 court case. Also the impact
of 2003 legislation (hb 1977) enacted prior to the March 2003 forecast (-$60.0 million).
#4 Impact of 2003 legislation (as passed the legislature) on GFS revenue.
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Table 3.14

February 2004 Baseline Forecast by Agency
Comparison of Cash and GAAP Basis
(Millions of dollars)

2001-03 Biennium

Cash GAAP

Agency Basis! Basis?
General Fund - State Cash/Revenue Sources
Department of Revenue® $20,516.6 $20,570.8
Department of Licensing 42.6 44.1
Insurance Commissioner* 397.3 397.0
State Treasurer 58.2 55.9
Office of Financial Management
Tuition 0.0 0.0
Other Agencies 160.9 161.5

Subtotal: General Fund-State Cash/Revenue* 21,175.6 21,229.3

General Fund State - Other Financing Sources®

Department of Revenue® 75.7 75.5
Lottery Commission 0.0 0.0
Insurance Commissioner’ (9.8) (9.8)
Liguor Control Board 63.5 63.5
Office of Financial Management

Other Agencies® (164.5) (166.3)
Subtotal: GFS Other Financing Sources (35.0) (37.0)

Total Available Receipts/Resources

General Fund-State * $21,140.7 $21,192.3

*  Detail may not add due to rounding.
General Fund-State cash receipts forecast.

N -

the state revenue position for financial reporting purposes.

Excludes the state share of the timber tax and unclaimed property transfers.

Total insurance premiums tax.

Other financing sources represent transfers to/from other funds from/to the General Fund.
Includes the state share of the timber excise tax and unclaimed property transfers.

Portion of fire insurance premiums transferred out of the General Fund

Agency 701 and accounting sources: 480 and 481 for all other agencies.

o~NOoO O~ W

Diff.

$54.2
16
(0.3)
(2.4)

0.0
0.5

53.6
(6.4)
0.0
0.0
0.0
(1.8)

8.2)

2003-05 Biennium

Cash GAAP
Basis! Basis?
$22,180.7 $22,244.0
41.8 43.8
4429 4429
37.3 35.9

0.0 0.0
187.3 187.9
22,890.1 22,954.4
1115 111.6

0.0 0.0
(12.8) (12.8)
87.6 87.6
(179.1) (179.1)
7.2 7.3

$51.6 $22,897.3 $22,961.7

General Fund-State Revenue Forecast on a GAAP (Generally accepted accounting principles) basis, used to show

2005-07 Biennium

Cash GAAP

Diff. Basis! Basis?
$63.2 $24,209.3 $24,278.4
1.9 43.4 455
0.0 491.6 491.6
1.4) 57.0 57.9
0.0 0.0 0.0
0.6 191.3 192.3
64.4 24,992.6 25,065.7
0.1 84.1 84.1
0.0 0.0 0.0
0.0 (14.4) (14.4)
0.0 81.3 81.3
0.0 (190.3) (190.3)
0.1 (39.3) (39.3)

$64.4 $24,953.4 $25,026.4

0.0

$73.0




Table 3.15
General Fund-State and Emergency Reserve Fund
Dollars in Millions

2001-03 2003-05
RESOURCES
Beginning Fund Balance 599.1 404.6
November 2003 Revenue Forecast 21,140.7 22,820.9
February 2004 Revenue Forecast Update 0.0 76.4
Current Revenue Totals 21,140.7 22,897.3
Fund Transfers to the General Fund 289.0 81.2
Tobacco Securitization 450.0
Transfer from Emergency Reserve Fund 325.0 58.1
Federal Fiscal Relief 100.2 90.2
Changes in Reserves and Other Adjustments 494 18.2
Total Resources (Includes Fund Balance) 22,9534 23,549.5
APPROPRIATIONS AND SPENDING ESTIMATES
Biennial Appropriation 22,451.5 23,060.7
2003 Supplemental and Adjustments to FY 2003 in 2003-05 Budget 130.9
Governor's Vetoes 23.3
Null and Voids (2.6)
FMAP Savings (33.4) (108.8)
Adjustment to Actual Biennial Expenditures (0.3)
National Guard Activation 0.1
Spending Level 22,548.8 22,972.7
UNRESTRICTED GENERAL FUND BALANCE
Projected Ending Fund Balance 404.6 576.9
EMERGENCY RESERVE FUND
Beginning Fund Balance 462.1 57.6
Actual/Estimated Interest Earnings 15.5 0.5
Transfers and Appropriations (420.0) (58.1)
Projected Ending Fund Balance 57.6 0.0
TOTAL RESERVES

Combined General and Emergency Reserve Projected Ending Fund Balance 462.2 576.9

Office of Financial Management
House and Senate Fiscal Committees
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Table 3.16

February 2004 Alternative Forecasts Compared to the Baseline Forecast
2003-05 Biennium

(Millions of dollars)

Optimistic Baseline Pessimistic
Forecast by Source Forecast Forecast Forecast
Department of Revenue
Retail Sales $12,149.4 $11,923.8 $11,663.5
Business & Occupation 4,197.8 4,126.4 4,040.5
Use 804.5 790.4 775.4
Public Utility 531.0 527.5 525.7
Property (school levy) 2,795.8 2,714.4 2,633.0
Real Estate Excise 1,033.9 999.0 950.1
Other 1,265.2 1,210.6 1,150.1
Subtotal 22,777.6 22,292.3 21,738.2
Department of Licensing 43.1 41.8 40.6
Insurance Commissioner?! 440.8 430.0 419.3
Lottery Commission 4.4 0.0 0.0
State Treasurer - Interest earnings 61.9 37.3 213
Liquor Profits & Fees? 89.4 87.6 85.9
Office of Financial Management
Other agencies 134 8.2 29
Total General Fund - State* $23,430.6 $22,897.3 $22,308.2
Difference from February 2004 Baseline $533.3 ($589.1)

1 Insurance premiums, General Fund-State portion.
2 Includes beer and wine surtax.
* Detail may not add to total due to rounding.
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Table 3.17

Impact of Initiative 728 on the State Property Tax and Lottery Revenue

February 2004 Forecast; Millions of Dollars
I. Disposition of the State portion of the Property Tax

State Levy:
Total Receipts General Fund  Student Achievement Account?
2000 $1,302.0 1,302.0
2001 1,349.9 1,349.9
1999-01 Biennium 2,652.0 2,652.0
2002 1,415.0 1,281.8 133.1
2003 1,465.5 1,331.6 133.9
2001-03 Biennium 2,880.5 2,613.5 267.0
2004 1,499.2 1,365.0 134.2
2005 1,544.9 1,349.4 195.5
2003-05 Biennium 3,044.2 2,714.4 329.8
2006 1,593.8 1,313.4 280.4
2007 1,640.7 1,292.7 348.0
2005-07 Biennium 3,234.5 2,606.1 628.4
IIl. Lottery Transfers by Fund* Exhibition
Lottery: Mariners Center &
Total Transfers:* General Fund Stadium Stadium
1998 117.8 114.6 3.2
1999 118.6 107.5 3.3 7.8
1997-99 Biennium 236.3 222.0 6.5 7.8
2000 101.1 93.3 3.4 4.4
2001 120.1 110.0 3.6 6.5
1999-01 Biennium 221.3 203.3 7.0 10.9
2002 90.2 0.0 3.7 6.7
2003 96.8 0.0 3.9 7.0
2001-03 Biennium 187.0 0.0 7.6 13.8
2004 112.7 0.0 4.0 7.3
2005 106.8 0.0 4.2 7.6
2003-05 Biennium 2195 0.0 8.2 14.9
2006 107.9 0.0 4.4 7.9
2007 106.8 0.0 45 8.2
2005-07 Biennium 214.6 0.0 8.9 16.1

* Cash Basis

Total Transfers are equal to total sales less total expenses (prizes,cost of sales, administration etc.)
1 |Initiative 728 directs a portion of the state levy to the Student Achievement Account and lottery revenue to the Student Achievement Account and the School

Construction Fund. Prior to Initiative 728 this revenue went into the General Fund.

2 Transfer to the Violence Reduction and Drug Education Account required by 2002 legislation (SSB 6560).

Student
Achievement
Account?!

39.9
64.0
103.9

76.1
0.0
76.1

0.0
0.0
0.0

School
Construction
Account?!

39.9
21.4
61.3

254
95.0
120.3

95.6
94.0
189.7

Transfer to
VERDE?

0.0
0.5
0.5

0.0
0.0
0.0

0.0
0.0
0.0




Detail Components of the
Washington Economic Forecast

Calendar Years

Note: The economic data discussed in these tables were current at the time the forecast was prepared. Many concepts
including real GDP have changed since then due to new releases and data revisions.



Appendix

Table Al.1
U.S. Economic Forecast Summary
Forecast 2004 to 2007

2000 2001 2002 2003 2004 2005 2006 2007
Real National Income Accounts (Billions of Chained 2000 Dollars)

Real Gross Domestic Product 9,817.0 9,866.710,083.010,401.610,895.1 11,325.9 11,708.6 12,089.4
% Ch 3.7 0.5 2.2 3.2 4.7 4.0 3.4 3.3
Real Consumption 6739.4 6904.6 7140.5 7364.2 7639.5 7913.9 8181.3 8431.4
% Ch 4.7 25 3.4 3.1 3.7 3.6 3.4 3.1
Real Nonresidential Fixed Investment 1,232.1 1,176.8 1,092.6 1,121.0 1,226.7 1,336.4 1,416.1 1,501.8
% Ch 8.7 -4.5 -7.2 2.6 9.4 8.9 6.0 6.1
Real Residential Fixed Investment 446.9 448.4 470.3 507.6 5279 503.7 491.1 495.0
% Ch 0.8 0.3 4.9 7.9 4.0 -4.6 -2.5 0.8
Real Personal Income 8,429.3 8,539.0 8,614.8 8,729.5 9,044.6 9,420.7 9,787.6 10,140.3
% Ch 5.4 1.3 0.9 1.3 3.6 4.2 3.9 3.6
Real Per Capita Income ($/Person) 29,803 29,865 29,817 29,928 30,739 31,745 32,704 33,602
% Ch 4.2 0.2 -0.2 0.4 2.7 3.3 3.0 2.7
Price and Wage Indexes
U.S. Implicit Price Deflator (2000=1.0) 1.000 1.020 1.034 1.053 1.064 1.079 1.098 1.123
% Ch 25 2.0 1.4 1.8 11 1.4 1.8 2.2
U.S. Consumer Price Index (1982-84=1.0) 1.722 1771 1799 1.840 1.865 1.890 1.919 1.956
% Ch 3.4 2.8 1.6 2.3 1.4 1.3 15 1.9
Employment Cost Index (June 1989=1.0) 1.460 1.514 1564 1611 1.661 1.711 1.762 1.817
% Ch 4.1 3.7 3.3 3.0 3.1 3.0 3.0 3.1
Current Dollar National Income (Billions of Dollars)
Gross Domestic Product 9,817.010,100.810,480.810,985.9 11,653.012,285.312,910.9 13,603.2
% Ch 5.9 2.9 3.8 4.8 6.1 5.4 5.1 5.4
Personal Income 8,429.7 8,713.1 8,910.3 9,190.0 9,627.110,169.610,751.6 11,385.1
% Ch 8.0 3.4 2.3 3.1 4.8 5.6 5.7 5.9
Employment (Millions)
U.S. Civilian Labor Force 142.6 1439 1451 146.5 1484 1504 152.6 154.6
Total U.S. Employment 136.9 137.1 136.7 137.7 140.0 1424 1445 146.4
Unemployment Rate (%) 3.98 4.76 5.78 5.99 5.65 5.30 5.29 5.27
Nonfarm Payroll Employment 131.79 131.83 130.38 130.06 131.96 135.41 137.70 139.67
% Ch 2.2 0.0 -1.1 -0.2 15 2.6 1.7 1.4
Manufacturing 17.27 16.44 1530 14.70 1451 1462 14.74 14.73
% Ch -0.3 -4.8 -6.9 -3.9 -1.3 0.7 0.8 -0.0
Durable Manufacturing 10.88 10.33 9.52 9.09 9.07 9.25 9.37 9.37
% Ch 0.4 -5.0 -7.9 -4.4 -0.2 2.0 1.3 -0.0
Nondurable Manufacturing 6.39 6.11 5.79 5.61 5.44 5.37 5.37 5.37
% Ch -1.6 -4.4 -5.2 -3.2 -3.0 -1.3 -0.0 -0.0
Construction 6.79 6.83 6.73 6.80 6.98 7.37 7.55 7.73
% Ch 3.7 0.6 -1.4 0.9 2.7 5.6 2.4 2.4
Service-Producing 107.14 107.96 107.76 107.99 109.91 112.89 114.93 116.73
% Ch 25 0.8 -0.2 0.2 1.8 2.7 1.8 1.6
Miscellaneous Indicators
Credit Outstanding/Disp. Income 22.5 23.7 23.9 23.9 234 22.6 21.8 21.5
Auto Sales (Millions) 8.9 8.4 8.1 7.6 7.8 7.8 7.7 7.6
% Ch 1.8 -4.9 -4.0 -5.5 1.9 -0.3 -0.1 -1.4
Housing Starts (Millions) 1573 1.601 1.711 1850 1.859 1.719 1.644 1.647
% Ch -4.5 1.8 6.9 8.1 0.5 -7.5 -4.4 0.2
Federal Budget Surplus (Billions) 189.4 50.5 -240.0 -426.7 -528.5 -452.4 -402.9 -335.7
Net Exports (Billions) -379.5 -366.5 -426.2 -494.9 -510.4 -488.9 -452.0 -456.1
3-Month Treasury Bill Rate (%) 5.81 3.43 1.61 1.01 1.24 2.17 2.73 2.91
30-Year U.S. Govt. Bond Rate (%) 5.94 5.49 5.42 5.02 5.58 6.08 6.03 5.94
Bond Index of 20 G.O. Munis. (%) 5.70 5.15 5.03 4.73 5.00 5.25 5.12 5.05
Mortgage Rate (%) 8.06 6.97 6.54 5.82 6.46 6.99 7.04 6.98
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Table A1.2
U.S. Economic Forecast Summary
Forecast 2004 to 2007

2002:1 2002:2 2002:3 2002:4 2003:1 2003:2 2003:3 2003:4
Real National Income Accounts (Billions of Chained 2000 Dollars)

Real Gross Domestic Product 9,997.910,045.110,128.410,160.810,210.410,288.310,493.1 10,614.5
% Ch 4.7 1.9 3.4 1.3 2.0 3.1 8.2 4.7
Real Consumption 7,079.2 7,1245 7,159.2 7,198.9 7,244.1 7,304.0 7,426.6 7,482.1
% Ch 4.1 2.6 2.0 2.2 25 3.3 6.9 3.0
Real Nonresidential Fixed Investment 1,100.4 1,092.1 1,089.1 1,088.9 1,087.3 1,105.8 1,139.5 1,151.4
% Ch -7.0 -3.0 -1.1 -0.1 -0.6 7.0 12.8 4.2
Real Residential Fixed Investment 458.5 468.4 473.2 481.0 486.4 491.7 516.7 535.6
% Ch 8.7 8.9 4.2 6.8 4.6 4.4 21.9 15.4
Real Personal Income 8,588.3 8,632.1 8,619.8 8,619.0 8,623.8 8,705.0 8,758.8 8,830.5
% Ch 0.8 2.1 -0.6 -0.0 0.2 3.8 25 3.3
Real Per Capita Income ($/Person) 29,838 29,910 29,796 29,722 29,667 29,875 29,994 30,174
% Ch -0.3 1.0 -1.5 -1.0 -0.7 2.8 1.6 2.4
Price and Wage Indexes
U.S. Implicit Price Deflator (2000=1.0) 1.025 1.032 1.038 1.042 1.049 1.051 1.055 1.056
% Ch 0.7 2.9 2.0 1.7 2.8 0.5 1.7 0.2
U.S. Consumer Price Index (1982-84=1.0) 1.780 1.795 1.805 1.814 1.831 1.834 1.845 1.849
% Ch 1.3 35 2.2 2.0 3.9 0.6 2.3 0.9
Employment Cost Index (June 1989=1.0) 1548 1562 1569 1.577 1593 1.603 1.617 1.630
% Ch 3.7 3.7 1.8 2.1 4.1 25 35 3.2
Current Dollar National Income (Billions of Dollars)
Gross Domestic Product 10,329.310,428.310,542.010,623.710,735.810,846.7 11,107.0 11,254.0
% Ch 5.4 3.9 4.4 3.1 4.3 4.2 10.0 5.4
Personal Income 8,803.6 8,912.2 8,944.0 8,981.3 9,048.7 9,145.9 9,2425 9,323.0
% Ch 15 5.0 1.4 1.7 3.0 4.4 4.3 35
Employment (Millions)
U.S. Civilian Labor Force 144.4 1451 1455 1455 1459 146.6 146.6 147.0
Total U.S. Employment 136.2 136.6 137.1 137.0 1374 137.6 137.6 138.4
Unemployment Rate (%) 5.67 5.83 5.73 5.87 5.83 6.13 6.13 5.87
Nonfarm Payroll Employment 130.52 130.40 130.24 130.34 130.22 129.98 129.90 130.11
% Ch -1.2 -0.4 -0.5 0.3 -0.3 -0.7 -0.3 0.6
Manufacturing 1552 15.37 15.25 15.08 14.93 14.74 14.60 14.53
% Ch -7.7 -3.8 -3.2 -4.2 -4.1 -4.8 -3.9 -1.9
Durable Manufacturing 9.66 9.57 9.47 9.36 9.24 9.11 9.02 9.00
% Ch -9.2 -4.0 -3.8 -4.8 -5.0 -5.4 -4.0 -0.9
Nondurable Manufacturing 5.85 5.80 5.77 5.73 5.69 5.63 5.58 5.53
% Ch -5.3 -3.4 2.1 -3.2 -2.7 -3.8 -3.7 -3.4
Construction 6.77 6.72 6.72 6.73 6.72 6.78 6.82 6.86
% Ch -1.4 -2.8 -0.2 0.9 -0.8 3.8 25 2.1
Service-Producing 107.64 107.73 107.70 107.95 108.01 107.89 107.92 108.15
% Ch -0.2 0.3 -0.1 0.9 0.2 -0.4 0.1 0.9
Miscellaneous Indicators
Credit Outstanding/Disp. Income 23.9 23.8 24.0 24.0 23.9 24.0 23.9 24.0
Auto Sales (Millions) 7.9 8.1 8.5 7.9 7.7 7.4 7.9 7.5
% Ch -33.0 8.7 217 -25.8 -6.5 -14.2 24.0 -16.7
Housing Starts (Millions) 1.716 1.683 1.702 1.743 1.737 1.739 1.884 2.040
% Ch 42.8 -7.6 4.7 9.9 -1.4 0.5 37.9 37.4
Federal Budget Surplus (Billions) -188.8 -232.0 -242.9 -296.3 -320.4 -424.7 -499.4 -462.3
Net Exports (Billions) -365.6 -427.3 -435.9 -476.1 -487.6 -5055 -490.6 -496.1
3-Month Treasury Bill Rate (%) 1.72 1.72 1.65 1.35 1.16 1.04 0.93 0.92
30-Year U.S. Govt. Bond Rate (%) 5.63 5.76 5.22 5.08 4.97 4.69 5.22 5.23
Bond Index of 20 G.O. Munis. (%) 5.18 5.16 4.89 4.90 4.83 4.47 4.89 4.75
Mortgage Rate (%) 6.97 6.81 6.29 6.08 5.83 5.51 6.01 5.93
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Table A1.2
U.S. Economic Forecast Summary
Forecast 2004 to 2007

2004:1 2004:2 2004:3 2004:4 2005:1 2005:2 2005:3 2005:4
Real National Income Accounts (Billions of Chained 2000 Dollars)

Real Gross Domestic Product 10,719.710,823.710,956.0 11,081.0 11,185.4 11,284.3 11,374.3 11,459.5
% Ch 4.0 3.9 5.0 4.6 3.8 3.6 3.2 3.0
Real Consumption 7,526.7 7,593.3 7,678.7 7,759.2 7,827.3 7,887.6 7,941.5 7,999.3
% Ch 2.4 3.6 4.6 4.3 3.6 3.1 2.8 2.9
Real Nonresidential Fixed Investment 1,183.8 1,209.9 1,240.8 1,272.3 1,300.0 1,326.9 1,350.8 1,367.8
% Ch 11.7 9.1 10.6 10.6 9.0 8.5 7.4 5.1
Real Residential Fixed Investment 535.3 530.4 525.2 520.8 512.3 507.2 499.2 496.1
% Ch -0.2 -3.6 -3.9 -3.3 -6.4 -3.9 -6.2 -2.5
Real Personal Income 8,900.3 8,991.7 9,092.0 9,194.6 9,292.2 9,381.4 9,465.5 9,543.7
% Ch 3.2 4.2 4.5 4.6 4.3 3.9 3.6 3.3
Real Per Capita Income ($/Person) 30,347 30,592 30,867 31,149 31,412 31,646 31,862 32,058
% Ch 2.3 3.3 3.6 3.7 3.4 3.0 2.8 25
Price and Wage Indexes
U.S. Implicit Price Deflator (2000=1.0) 1.060 1.062 1.065 1.069 1.073 1.077 1.081 1.086
% Ch 1.8 0.7 1.2 15 15 15 15 1.7
U.S. Consumer Price Index (1982-84=1.0) 1.859 1861 1.866 1.874 1.880 1.886 1.893 1.900
% Ch 2.2 0.5 1.2 15 1.4 1.3 1.4 15
Employment Cost Index (June 1989=1.0) 1.643 1.655 1.667 1.680 1.693 1.705 1.717 1.729
% Ch 3.2 3.0 2.9 3.2 3.2 2.9 2.8 3.0
Current Dollar National Income (Billions of Dollars)
Gross Domestic Product 11,407.8 11,557.7 11,736.6 11,909.812,070.712,218.212,356.7 12,495.7
% Ch 5.6 5.4 6.3 6.0 55 5.0 4.6 4.6
Personal Income 9,438.2 9,551.5 9,685.9 9,832.7 9,973.510,105.610,235.1 10,364.1
% Ch 5.0 4.9 5.7 6.2 5.9 5.4 5.2 5.1
Employment (Millions)
U.S. Civilian Labor Force 147.6 148.1 148.6 149.1 149.6 150.1 150.7 151.2
Total U.S. Employment 139.1 139.7 140.3 140.9 1415 1422 1427 143.2
Unemployment Rate (%) 5.81 5.72 5.61 5.48 5.36 5.29 5.28 5.29
Nonfarm Payroll Employment 130.54 131.47 132.47 133.38 134.25 135.13 135.86 136.40
% Ch 1.3 2.9 3.1 2.8 2.6 2.6 2.2 1.6
Manufacturing 1450 1453 1452 1450 1456 14.60 14.64 14.68
% Ch -0.8 0.8 -0.2 -0.7 1.8 11 1.0 11
Durable Manufacturing 9.00 9.07 9.11 9.11 9.19 9.23 9.27 9.31
% Ch -0.1 3.2 1.7 0.4 3.1 2.1 1.6 1.8
Nondurable Manufacturing 5.50 5.46 5.41 5.38 5.37 5.37 5.37 5.36
% Ch -1.9 -3.1 -3.4 -2.4 -0.5 -0.6 -0.1 -0.1
Construction 6.89 6.93 7.00 7.10 7.24 7.36 7.43 7.46
% Ch 1.8 2.6 4.0 5.7 8.2 6.9 3.6 15
Service-Producing 108.59 109.44 110.39 111.23 111.91 112.63 113.27 113.75
% Ch 1.6 3.2 35 3.1 2.4 2.6 2.3 1.7
Miscellaneous Indicators
Credit Outstanding/Disp. Income 23.6 23.5 23.3 23.1 22.9 22.8 22.6 22.3
Auto Sales (Millions) 7.6 7.8 7.8 7.9 7.9 7.9 7.7 7.6
% Ch 6.6 9.5 -0.9 7.2 -2.3 0.0 -10.8 -0.9
Housing Starts (Millions) 1980 1.840 1.822 1.794 1.764 1.727 1.705 1.681
% Ch -11.2  -254 -3.8 -6.1 -6.5 -8.0 -5.1 -5.5
Federal Budget Surplus (Billions) -538.3 -532.6 -523.9 -519.1 -475.3 -459.6 -442.4 -4325
Net Exports (Billions) -5145 -511.8 -508.4 -506.7 -501.0 -498.1 -485.3 -471.2
3-Month Treasury Bill Rate (%) 0.97 0.98 1.42 1.60 1.86 2.04 2.28 2.50
30-Year U.S. Govt. Bond Rate (%) 5.29 5.40 5.74 5.88 6.03 6.06 6.11 6.13
Bond Index of 20 G.O. Munis. (%) 4.78 4.84 5.17 5.22 5.21 5.23 5.29 5.27
Mortgage Rate (%) 6.15 6.31 6.61 6.78 6.88 6.96 7.03 7.09
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Table A1.2
U.S. Economic Forecast Summary
Forecast 2004 to 2007

2006:1 2006:2 2006:3 2006:4 2007:1 2007:2 2007:3 2007:4
Real National Income Accounts (Billions of Chained 2000 Dollars)

Real Gross Domestic Product 11,550.1 11,648.3 11,764.6 11,871.2 11,957.712,046.112,132.5 12,221.1
% Ch 3.2 3.4 4.1 3.7 2.9 3.0 2.9 3.0
Real Consumption 8,068.6 8,139.8 8,223.2 8,293.7 8,349.5 8,403.3 8,458.5 8,514.3
% Ch 35 3.6 4.2 3.5 2.7 2.6 2.7 2.7
Real Nonresidential Fixed Investment 1,384.4 1,403.8 1,426.6 1,449.6 1,470.7 1,493.3 1,512.6 1,530.7
% Ch 5.0 5.7 6.7 6.6 6.0 6.3 5.3 4.9
Real Residential Fixed Investment 491.7 490.2 490.0 4925 492.2 4941 4956 498.0
% Ch -3.5 -1.2 -0.1 2.0 -0.3 1.6 1.2 1.9
Real Personal Income 9,642.7 9,738.9 9,838.9 9,929.810,027.710,100.710,178.2 10,254.6
% Ch 4.2 4.0 4.2 3.7 4.0 2.9 3.1 3.0
Real Per Capita Income ($/Person) 32,322 32,576 32,842 33,076 33,333 33,506 33,693 33,876
% Ch 3.3 3.2 3.3 2.9 3.1 2.1 2.3 2.2
Price and Wage Indexes
U.S. Implicit Price Deflator (2000=1.0) 1.091 1.096 1.101 1.107 1.113 1.119 1.126 1.133
% Ch 1.7 1.8 2.0 2.1 2.3 2.3 2.4 2.4
U.S. Consumer Price Index (1982-84=1.0) 1.907 1914 1922 1931 1.941 1951 1.961 1.971
% Ch 1.4 1.6 1.7 1.8 2.0 2.1 2.1 2.1
Employment Cost Index (June 1989=1.0) 1.742 1755 1.768 1.782 1.796 1.810 1.824 1.838
% Ch 3.1 2.9 3.0 3.1 3.2 3.1 3.2 3.1
Current Dollar National Income (Billions of Dollars)
Gross Domestic Product 12,652.112,814.212,999.413,177.813,348.513,517.913,687.0 13,859.4
% Ch 5.1 5.2 5.9 5.6 5.3 5.2 5.1 5.1
Personal Income 10,516.310,669.510,832.210,988.5 11,160.1 11,306.5 11,460.0 11,613.6
% Ch 6.0 6.0 6.2 5.9 6.4 5.4 55 55
Employment (Millions)
U.S. Civilian Labor Force 151.8 152.3 152.8 153.3 153.9 1544 1548 155.2
Total U.S. Employment 143.7 1442 1448 1453 1458 146.2 146.6 147.0
Unemployment Rate (%) 5.31 5.31 5.28 5.25 5.24 5.26 5.28 5.30
Nonfarm Payroll Employment 136.89 137.40 137.97 138.54 139.03 139.49 139.88 140.27
% Ch 15 15 1.7 1.7 1.4 1.3 11 11
Manufacturing 1472 1474 1474 1474 1475 1474 14.73 14.71
% Ch 1.2 0.4 0.2 -0.0 0.2 -0.2 -0.2 -0.6
Durable Manufacturing 9.36 9.37 9.38 9.37 9.37 9.37 9.37 9.36
% Ch 1.9 0.6 0.3 -0.3 -0.0 -0.1 0.1 -0.3
Nondurable Manufacturing 5.36 5.36 5.37 5.37 5.38 5.37 5.36 5.35
% Ch 0.1 -0.0 0.0 0.4 0.5 -0.3 -0.7 -1.1
Construction 7.48 7.52 7.57 7.62 7.66 7.71 7.75 7.79
% Ch 14 1.9 2.6 2.9 2.0 2.7 2.2 2.0
Service-Producing 114.19 114.66 115.18 115.70 116.14 116.57 116.92 117.30
% Ch 15 1.7 1.8 1.8 15 15 1.2 1.3
Miscellaneous Indicators
Credit Outstanding/Disp. Income 22.0 21.8 21.7 21.6 21.5 21.5 21.5 21.4
Auto Sales (Millions) 7.7 7.6 7.8 7.9 7.7 7.7 7.6 7.6
% Ch 2.1 -2.2 8.4 6.0 -10.9 -1.2 -0.5 -2.3
Housing Starts (Millions) 1.659 1641 1.636 1.638 1.644 1649 1.648 1.645
% Ch -5.0 -4.2 -1.3 0.5 15 11 -0.2 -0.6
Federal Budget Surplus (Billions) -413.1 -409.8 -403.5 -385.3 -346.8 -336.3 -3285 -331.1
Net Exports (Billions) -455.3 -451.1 -448.9 -452.7 -454.5 -459.9 -457.2 -452.7
3-Month Treasury Bill Rate (%) 2.71 2.72 2.73 2.74 2.74 2.74 2.97 3.20
30-Year U.S. Govt. Bond Rate (%) 6.15 6.05 5.99 5.94 5.88 5.85 5.96 6.08
Bond Index of 20 G.O. Munis. (%) 5.27 5.16 5.07 4.99 4.95 4.96 5.08 5.21
Mortgage Rate (%) 7.12 7.07 7.00 6.95 6.90 6.88 6.98 7.14
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Table A1.3
Washington Economic Forecast Summary
Forecast 2004 to 2007
2000 2001 2002 2003 2004 2005 2006 2007
Real Income (Billions of Chained 2000 Dollars)

Real Personal Income 186.854 187.818 191.649 195.834 202.395 210.335 219.081 228.574
% Ch 4.7 0.5 2.0 2.2 3.4 3.9 4.2 4.3
Real Wage and Salary Disb. 110.067 108.550 107.433 109.040 112.577 117.822 122.985 128.457

% Ch 35 -1.4 -1.0 15 3.2 4.7 4.4 4.4
Real Nonwage Income 76.787 79.267 84.215 86.793 89.818 92.513 96.096 100.117
% Ch 6.5 3.2 6.2 3.1 3.5 3.0 3.9 4.2

Real Per Capita Income ($/Person) 31,540 31,304 31,610 31,984 32,690 33,565 34,537 35,555
% Ch 35 -0.8 1.0 1.2 2.2 2.7 2.9 2.9

Price and Wage Indexes

U.S. Implicit Price Deflator (2000=1.0) 1.000 1.020 1.034 1.053 1.064 1.079 1.098 1.123
% Ch 25 2.0 1.4 1.8 11 1.4 1.8 2.2

Seattle Cons. Price Index (1982-84=1.0) 1.792 1.857 1.893 1.924 1.939 1961 1.993 2.040
% Ch 3.7 3.6 2.0 1.6 0.8 1.2 1.6 2.3

Avg. Hourly Earnings-Mfg. ($/Hour) 16.75 17.97 18.15 17.82 18.02 18.26 18.55 18.90
% Ch 3.7 7.3 1.0 -1.8 11 1.3 1.6 1.9

Current Dollar Income (Billions of Dollars)

Nonfarm Personal Income 186.582 191.633 198.025 205.478 214.732 226.408 240.027 256.005
% Ch 7.2 2.7 3.3 3.8 45 5.4 6.0 6.7

Personal Income 186.843 191.644 198.221 206.158 215.428 227.056 240.661 256.636
% Ch 7.3 2.6 3.4 4.0 45 5.4 6.0 6.6

Disposable Personal Income 159.455 164.287 174.796 184.003 193.112 202.878 213.990 226.586
% Ch 6.7 3.0 6.4 5.3 5.0 5.1 55 5.9

Per Capita Income ($/Person) 31,538 31,941 32,693 33,670 34,794 36,233 37,939 39,919
% Ch 6.0 1.3 2.4 3.0 3.3 4.1 4.7 5.2

Employment (Thousands)

Washington Civilian Labor Force 3,050.7 3,015.2 3,096.9 3,116.5 3,164.3 3,222.1 3,274.1 3,327.4
Total Washington Employment 2,891.5 2,822.3 2,871.1 2,891.7 2,945.1 3,016.7 3,077.8 3,138.8

Unemployment Rate (%) 5.22 6.40 7.30 7.21 6.93 6.38 6.00 5.67

Nonfarm Payroll Employment 2,711.5 2,697.4 2,653.2 2,658.3 2,697.1 2,764.4 2,821.8 2,879.2
% Ch 2.4 -0.5 -1.6 0.2 15 25 2.1 2.0
Manufacturing 3319 316.2 2855 267.3 260.1 261.3 268.2 274.6

% Ch -3.3 -4.7 -9.7 -6.4 -2.7 0.5 2.6 2.4
Durable Manufacturing 236.4 2250 1995 1845 181.0 183.6 189.6 194.8
% Ch -4.2 -4.8 -11.4 -7.5 -1.9 15 3.3 2.7
Aerospace 86.1 87.2 75.8 65.5 61.0 60.9 64.5 69.5

% Ch -12.3 1.3 -13.1 -135 -6.9 -0.2 5.8 7.8
Nondurable Manufacturing 95.4 91.1 86.1 82.9 79.1 77.7 78.5 79.8
% Ch -1.1 -4.5 -5.6 -3.7 -4.6 -1.7 1.1 1.7
Construction 160.6 158.8 1544 156.3 160.2 164.4 168.2 172.4
% Ch 4.4 -1.1 -2.8 1.2 25 2.6 2.3 25
Service-Producing 2,209.0 2,212.6 2,204.0 2,225.8 2,268.0 2,330.0 2,376.8 2,423.5
% Ch 3.2 0.2 -0.4 1.0 1.9 2.7 2.0 2.0
Software Publishers 32.2 35.9 35.9 36.8 40.6 44.6 48.5 52.6
% Ch 17.8 11.3 0.2 2.3 10.5 9.8 8.9 8.4

Housing Indicators (Thousands)
Housing Units Authorized by Bldg. Permit 39.021 38.345 40.200 43.159 40.945 40.570 39.160 40.450

% Ch -8.7 -1.7 4.8 7.4 -5.1 -0.9 -3.5 3.3
Single-Family 25471 26.736 30.239 34.012 28.351 26.296 25.427 25.803
% Ch -9.4 5.0 13.1 125 -16.6 -7.3 -3.3 15
Multi-Family 13.550 11.609 9.961 9.147 12.594 14.275 13.733 14.647
% Ch -7.5 -14.3 -14.2 -8.2 37.7 13.3 -3.8 6.7
Mortgage Rate (%) 8.06 6.97 6.54 5.82 6.46 6.99 7.04 6.98
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Table A1.4
Washington Economic Forecast Summary
Forecast 2004 to 2007
2002:1 2002:2 2002:3 2002:4 2003:1 2003:2 2003:3 2003:4
Real Income (Billions of Chained 2000 Dollars)

Real Personal Income 189.594 191.915 192.840 192.246 192.612 195.783 198.518 196.422
% Ch 6.8 5.0 1.9 -1.2 0.8 6.7 5.7 -4.2
Real Wage and Salary Disb. 106.631 107.706 108.175 107.220 107.039 109.516 111.290 108.316

% Ch 0.3 4.1 1.8 -3.5 -0.7 9.6 6.6 -10.3
Real Nonwage Income 82.962 84.207 84.666 85.026 85.574 86.265 87.228 88.106
% Ch 15.8 6.1 2.2 1.7 2.6 3.3 4.5 4.1

Real Per Capita Income ($/Person) 31,381 31,691 31,769 31,598 31,585 32,019 32,380 31,953
% Ch 5.6 4.0 1.0 2.1 -0.2 5.6 4.6 -5.2

Price and Wage Indexes

U.S. Implicit Price Deflator (2000=1.0) 1.025 1.032 1.038 1.042 1.049 1.051 1.055 1.056
% Ch 0.7 2.9 2.0 1.7 2.8 0.5 1.7 0.2

Seattle Cons. Price Index (1982-84=1.0) 1.878 1.889 1.899 1.907 1.916 1.918 1.935 1.926
% Ch 1.3 2.3 2.2 1.6 1.8 0.5 3.6 -1.9

Avg. Hourly Earnings-Mfg. ($/Hour) 18.47 18.47 18.12 1755 17.87 17.98 17.72 17.71
% Ch 2.0 0.0 -7.3 -11.9 7.3 2.6 -5.8 -0.2

Current Dollar Income (Billions of Dollars)

Nonfarm Personal Income 194.142 197.944 199.895 200.120 201.483 205.066 208.792 206.569
% Ch 7.0 8.1 4.0 0.5 2.8 7.3 7.5 -4.2

Personal Income 194.342 198.138 200.086 200.319 202.094 205.690 209.470 207.378
% Ch 7.5 8.0 4.0 0.5 3.6 7.3 7.6 -3.9

Disposable Personal Income 170.722 174.935 176.529 176.996 179.549 183.198 188.258 185.008
% Ch 18.0 10.2 3.7 11 5.9 8.4 115 -6.7

Per Capita Income ($/Person) 32,167 32,718 32,963 32,925 33,139 33,639 34,166 33,735
% Ch 6.3 7.0 3.0 -0.5 2.6 6.2 6.4 -5.0

Employment (Thousands)

Washington Civilian Labor Force 3,057.9 3,091.7 3,112.1 3,126.1 3,118.6 3,107.6 3,112.9 3,126.9
Total Washington Employment 2,831.7 2,860.8 2,885.9 2,905.8 2,904.1 2,874.6 2,877.1 2,911.2

Unemployment Rate (%) 7.40 7.47 7.27 7.05 6.88 7.50 7.57 6.90

Nonfarm Payroll Employment 2,648.1 2,651.5 2,656.3 2,657.1 2,655.6 2,652.1 2,659.9 2,665.6
% Ch -2.9 0.5 0.7 0.1 -0.2 -0.5 1.2 0.9
Manufacturing 293.9 287.7 2828 277.7 2739 268.6 265.0 261.9

% Ch -13.4 -8.1 -6.7 -6.9 -5.4 -7.5 -5.3 -4.6
Durable Manufacturing 206.4 202.2 196.9 1924 188.8 1854 182.7 180.8
% Ch -16.4 -8.0 -10.1 -8.7 -7.3 -7.0 -5.7 -4.1
Aerospace 80.8 77.3 73.5 715 69.2 66.6 64.1 62.3

% Ch -209 -165 -181 -10.7 -123 -14.0 -14.3 -10.8
Nondurable Manufacturing 87.4 85.6 85.9 85.3 85.1 83.2 82.2 81.0
% Ch -5.6 -8.3 1.6 -2.6 -1.2 -8.7 -4.4 -5.8
Construction 1529 153.7 1556 1554 1555 155.0 156.3 158.4
% Ch -3.1 2.3 4.8 -0.5 0.4 -1.4 3.4 5.6
Service-Producing 2,191.9 2,200.7 2,208.8 2,214.6 2,217.1 2,219.8 2,230.1 2,236.5
% Ch -1.3 1.6 15 11 0.4 0.5 1.9 1.2
Software Publishers 35.6 35.7 35.8 36.6 36.1 36.0 37.0 38.0
% Ch -7.5 0.9 1.3 8.7 -5.6 -0.8 11.7 111

Housing Indicators (Thousands)
Housing Units Authorized by Bldg. Permit 34.493 41.965 38.838 45.504 43.573 42.840 45.258 40.966

% Ch 1.0 1191 -26.6 88.4 -159 -6.6 24.6 -32.9
Single-Family 26.558 29.999 30.801 33.599 35.169 33.009 33.851 34.019
% Ch 31.6 62.8 111 41.6 20.1 -22.4 10.6 2.0
Multi-Family 7.935 11.966 8.038 11.905 8.403 9.831 11.407 6.948
% Ch -53.5 417.0 -79.6  381.4 -75.2 87.3 81.3 -86.2
Mortgage Rate (%) 6.97 6.81 6.29 6.08 5.83 5.51 6.01 5.93
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Table Al.4
Washington Economic Forecast Summary
Forecast 2004 to 2007
2004:1 2004:2 2004:3 2004:4 2005:1 2005:2 2005:3 2005:4
Real Income (Billions of Chained 2000 Dollars)

Real Personal Income 199.343 201.265 203.409 205.564 207.537 209.411 211.271 213.122
% Ch 6.1 3.9 4.3 4.3 3.9 3.7 3.6 3.6
Real Wage and Salary Disb. 110.632 111.824 113.254 114.600 115.975 117.244 118.443 119.628

% Ch 8.8 4.4 5.2 4.8 4.9 4.4 4.2 4.1
Real Nonwage Income 88.712 89.441 90.155 90.964 91.562 92.168 92.828 93.494
% Ch 2.8 3.3 3.2 3.6 2.7 2.7 2.9 2.9

Real Per Capita Income ($/Person) 32,342 32,558 32,806 33,052 33,268 33,468 33,665 33,859
% Ch 5.0 2.7 3.1 3.0 2.6 2.4 2.4 2.3

Price and Wage Indexes

U.S. Implicit Price Deflator (2000=1.0) 1.060 1.062 1.065 1.069 1.073 1.077 1.081 1.086
% Ch 1.8 0.7 1.2 15 15 15 15 1.7

Seattle Cons. Price Index (1982-84=1.0) 1934 1935 1.940 1.946 1.952 1.958 1.964 1.972
% Ch 1.8 0.2 0.9 1.3 1.2 1.2 1.3 1.6

Avg. Hourly Earnings-Mfg. ($/Hour) 1793 1799 18.04 18.10 18.17 18.23 18.29 18.35
% Ch 5.1 1.2 1.2 1.4 1.4 1.3 1.3 15

Current Dollar Income (Billions of Dollars)

Nonfarm Personal Income 210.633 213.085 216.036 219.176 222.104 224.926 227.800 230.801
% Ch 8.1 4.7 5.7 5.9 55 5.2 5.2 5.4

Personal Income 211.392 213.797 216.695 219.829 222.754 225.578 228.448 231.444
% Ch 8.0 4.6 55 5.9 5.4 5.2 5.2 5.3

Disposable Personal Income 189.834 191.553 194.146 196.915 199.226 201.590 204.020 206.674
% Ch 10.8 3.7 55 5.8 4.8 4.8 4.9 5.3

Per Capita Income ($/Person) 34,297 34,586 34,949 35,346 35,707 36,052 36,402 36,770
% Ch 6.8 3.4 4.3 4.6 4.2 3.9 3.9 4.1

Employment (Thousands)

Washington Civilian Labor Force 3,141.9 3,156.3 3,172.1 3,186.8 3,201.0 3,215.7 3,229.5 3,242.1
Total Washington Employment 2,916.7 2,935.0 2,955.3 2,973.4 2,990.7 3,009.2 3,026.1 3,040.6

Unemployment Rate (%) 7.17 7.01 6.83 6.70 6.57 6.42 6.30 6.21

Nonfarm Payroll Employment 2,670.4 2,687.6 2,706.6 2,723.6 2,739.9 2,757.3 2,773.3 2,786.9
% Ch 0.7 2.6 2.9 25 2.4 2.6 2.3 2.0
Manufacturing 260.9 260.8 260.0 258.6 259.8 260.6 261.7 263.2

% Ch -1.5 -0.1 -1.3 2.1 1.9 1.2 1.7 2.3
Durable Manufacturing 180.4 181.3 1814 180.8 182.0 183.0 184.0 185.4
% Ch -1.0 2.0 0.4 -1.4 2.8 2.1 2.4 3.0
Aerospace 61.9 61.3 60.7 60.1 60.2 60.7 61.1 61.6

% Ch 2.1 -3.8 -3.9 -3.9 0.7 3.0 3.0 3.0
Nondurable Manufacturing 80.5 79.5 78.5 77.8 77.8 77.6 77.7 77.8
% Ch -2.6 -4.6 -5.0 -3.6 -0.2 -0.8 0.1 0.6
Construction 159.4 160.0 160.3 161.3 1625 163.8 165.1 166.2
% Ch 25 1.4 0.7 2.6 3.0 3.4 3.2 2.6
Service-Producing 2,241.3 2,258.0 2,277.7 2,295.1 2,308.9 2,324.2 2,337.8 2,348.9
% Ch 0.9 3.0 35 3.1 2.4 2.7 2.4 1.9
Software Publishers 39.1 40.1 41.1 42.1 43.1 44.1 45.1 46.0
% Ch 12.2 10.6 10.5 10.1 9.8 9.4 9.2 8.9

Housing Indicators (Thousands)
Housing Units Authorized by Bldg. Permit 40.952 40.455 41.004 41.368 41.476 41.107 40.309 39.389

% Ch -0.1 -4.8 5.5 3.6 1.0 -3.5 -7.5 -8.8
Single-Family 30.108 28.498 27.599 27.199 27.020 26.560 26.054 25.548
% Ch -38.6 -19.7 -12.0 -5.7 -2.6 -6.6 -7.4 -7.5
Multi-Family 10.844 11.957 13.405 14.169 14.456 14.546 14.255 13.841
% Ch 493.6 47.8 58.0 24.8 8.3 25 -7.8 -11.1
Mortgage Rate (%) 6.15 6.31 6.61 6.78 6.88 6.96 7.03 7.09
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Table A1.4
Washington Economic Forecast Summary
Forecast 2004 to 2007
2006:1 2006:2 2006:3 2006:4 2007:1 2007:2 2007:3 2007:4
Real Income (Billions of Chained 2000 Dollars)

Real Personal Income 215.429 217.813 220.338 222.743 225.280 227.389 229.666 231.961
% Ch 4.4 45 4.7 4.4 4.6 3.8 4.1 4.1
Real Wage and Salary Disb. 120.963 122.278 123.641 125.057 126.464 127.796 129.117 130.449

% Ch 45 4.4 4.5 4.7 4.6 4.3 4.2 4.2
Real Nonwage Income 94.466 95.535 96.697 97.686 98.816 99.594 100.549 101.511
% Ch 4.2 4.6 5.0 4.2 4.7 3.2 3.9 3.9

Real Per Capita Income ($/Person) 34,122 34,394 34,684 34,949 35,229 35,436 35,665 35,891
% Ch 3.1 3.2 3.4 3.1 3.2 2.4 2.6 2.6

Price and Wage Indexes

U.S. Implicit Price Deflator (2000=1.0) 1.091 1.096 1.101 1.107 1.113 1.119 1.126 1.133
% Ch 1.7 1.8 2.0 2.1 2.3 2.3 2.4 2.4

Seattle Cons. Price Index (1982-84=1.0) 1.979 1988 1.998 2.008 2.020 2.033 2.046 2.060
% Ch 15 1.7 2.0 2.1 2.4 25 2.6 2.7

Avg. Hourly Earnings-Mfg. ($/Hour) 18.43 1850 18.58 18.67 18.76 18.85 18.95 19.04
% Ch 1.6 1.6 1.7 1.8 1.9 2.0 2.1 2.1

Current Dollar Income (Billions of Dollars)

Nonfarm Personal Income 234.302 237.987 241.954 245.867 250.090 253.904 257.957 262.069
% Ch 6.2 6.4 6.8 6.6 7.0 6.2 6.5 6.5

Personal Income 234.945 238.627 242.582 246.492 250.719 254.535 258.590 262.703
% Ch 6.2 6.4 6.8 6.6 7.0 6.2 6.5 6.5

Disposable Personal Income 209.220 212.306 215.656 218.778 221.487 224.718 228.196 231.943
% Ch 5.0 6.0 6.5 5.9 5.0 6.0 6.3 6.7

Per Capita Income ($/Person) 37,214 37,681 38,185 38,675 39,207 39,667 40,156 40,648
% Ch 4.9 5.1 55 5.2 5.6 4.8 5.0 5.0

Employment (Thousands)

Washington Civilian Labor Force 3,254.6 3,267.1 3,280.4 3,294.4 3,308.0 3,321.1 3,333.7 3,346.7
Total Washington Employment 3,054.7 3,069.3 3,085.2 3,101.9 3,117.4 3,132.3 3,145.9 3,159.9

Unemployment Rate (%) 6.14 6.05 5.95 5.84 5.76 5.69 5.63 5.58

Nonfarm Payroll Employment 2,800.1 2,813.9 2,828.8 2,844.5 2,859.0 2,873.0 2,885.8 2,898.9
% Ch 1.9 2.0 2.1 2.2 2.1 2.0 1.8 1.8
Manufacturing 265.4 267.3 269.1 270.8 272.7 2740 2753 276.3

% Ch 35 2.8 2.8 2.6 2.8 2.0 1.8 15
Durable Manufacturing 187.4 189.0 190.5 191.7 193.0 194.1 1954 196.5
% Ch 4.3 35 3.2 25 2.7 25 2.6 2.4
Aerospace 62.6 63.8 65.1 66.3 67.6 68.8 70.1 71.3

% Ch 6.6 8.2 8.1 7.9 7.8 7.6 7.5 7.3
Nondurable Manufacturing 78.1 78.3 78.6 79.2 79.7 79.9 79.9 79.8
% Ch 15 11 1.8 2.8 2.9 0.9 0.0 -0.6
Construction 167.0 167.7 168.6 169.6 170.7 171.8 173.0 174.1
% Ch 2.0 1.8 2.0 2.4 2.6 2.7 2.7 25
Service-Producing 2,359.0 2,370.2 2,382.4 2,395.4 2,407.0 2,418.5 2,428.8 2,439.8
% Ch 1.7 1.9 2.1 2.2 1.9 1.9 1.7 1.8
Software Publishers 47.0 48.0 49.0 50.1 51.1 52.1 53.1 54.2
% Ch 8.9 8.7 8.7 8.6 8.4 8.2 8.2 8.2

Housing Indicators (Thousands)
Housing Units Authorized by Bldg. Permit 38.976 38.930 39.092 39.640 40.050 40.538 40.619 40.594

% Ch -4.1 -0.5 1.7 5.7 4.2 5.0 0.8 -0.2
Single-Family 25.305 25.301 25.433 25.669 25.896 26.028 25.820 25.469
% Ch -3.8 -0.1 2.1 3.8 3.6 2.0 -3.2 -5.3
Multi-Family 13.672 13.629 13.659 13.971 14.154 14510 14.799 15.125
% Ch -4.8 -1.2 0.9 9.5 53 10.5 8.2 9.1
Mortgage Rate (%) 7.12 7.07 7.00 6.95 6.90 6.88 6.98 7.14
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Table A2.1
U.S. Nonagricultural Employment by Industry
Forecast 2004 to 2007

2000 2001 2002 2003 2004 2005 2006 2007

Nonfarm Payroll Employment 131.79 131.83 130.38 130.06 131.96 135.41 137.70 139.67
% Ch 2.2 0.0 -1.1 -0.2 15 2.6 1.7 1.4
Manufacturing 17.27 16.44 1530 1470 1451 1462 14.74 14.73

% Ch -0.3 -4.8 -6.9 -3.9 -1.3 0.7 0.8 -0.0
Durable Manufacturing 10.88 10.33 9.52 9.09 9.07 9.25 9.37 9.37
% Ch 0.4 -5.0 -7.9 -4.4 -0.2 2.0 1.3 -0.0
Wood Products 0.61 0.57 0.56 0.54 0.56 0.55 0.55 0.55

% Ch -1.2 -6.4 -3.0 -2.2 2.4 -1.9 0.2 1.1
Primary and Fabricated Metals 2.37 2.25 2.06 1.96 1.95 2.02 2.08 2.10

% Ch 0.9 -5.4 -8.4 -4.7 -0.7 3.8 2.9 0.8
Computer and Electronic Products 1.82 1.75 1.52 1.41 1.40 1.39 1.39 1.34

% Ch 2.2 -3.9 -13.0 -7.5 -0.3 -1.0 -0.2 -3.1
Machinery and Electrical Equipment 2.05 1.92 1.74 1.65 1.63 1.70 1.73 1.73

% Ch -0.4 -5.9 -9.8 -5.1 -0.8 4.0 1.6 0.3
Transportation Equipment 2.06 1.94 1.83 1.78 1.76 1.77 1.76 1.76

% Ch -1.5 -5.7 -5.6 -2.9 -0.9 0.4 -0.6 0.3
Other Durables 1.97 1.90 1.82 1.76 1.77 1.82 1.87 1.88

% Ch 1.7 -3.3 -4.5 -3.3 0.6 3.2 2.5 0.5
Nondurable Manufacturing 6.39 6.11 5.79 5.61 5.44 5.37 5.37 5.37
% Ch -1.6 -4.4 -5.2 -3.2 -3.0 -1.3 -0.0 -0.0
Food Manufacturing 1.55 1.55 1.52 1.52 1.50 1.48 1.48 1.50

% Ch 0.2 -0.2 -1.7 -0.5 -1.1 -1.2 0.2 0.7
Paper and Paper Products 0.60 0.58 0.55 0.53 0.52 0.51 0.51 0.51

% Ch -1.8 -4.5 -4.8 -3.7 -2.7 -1.7 0.4 0.5
Other Nondurables 4.23 3.98 3.71 3.56 3.43 3.38 3.37 3.36

% Ch -2.2 -5.9 -6.6 -4.2 -3.8 -1.3 -0.2 -0.4
Natural Resources and Mining 0.60 0.61 0.58 0.57 0.56 0.53 0.49 0.48
% Ch 0.1 1.2 -4.1 -2.6 -1.3 -5.9 -6.8 -2.8
Construction 6.79 6.83 6.73 6.80 6.98 7.37 7.55 7.73
% Ch 3.7 0.6 -1.4 0.9 2.7 5.6 2.4 2.4
Trade, Transportation, and Utilities 26.22 25,99 25,50 25.27 25.41 2591 26.36 26.67
% Ch 1.8 -0.9 -1.9 -0.9 0.6 2.0 1.7 1.2
Wholesale Trade 5.93 5.77 5.64 5.57 5.62 5.80 5.92 5.97
% Ch 0.7 -2.7 -2.3 -1.2 0.9 3.2 2.1 0.9
Retail Trade 15.28 15.24 15.05 1498 1496 15.06 15.22 15.33
% Ch 2.1 -0.2 -1.3 -0.5 -0.1 0.6 11 0.7
Trans., Warehousing, and Utilities 5.01 4.97 4.81 4.72 4.83 5.06 5.22 5.36
% Ch 2.1 -0.8 -3.4 -1.8 2.3 4.7 3.1 2.8
Information 3.63 3.63 3.42 3.29 3.33 3.40 3.38 3.40
% Ch 6.2 -0.0 -5.8 -3.9 1.3 2.1 -0.7 0.6
Publishing Industries 1.03 1.02 0.97 0.95 0.95 0.97 0.99 1.00
% Ch 3.0 -1.4 -5.0 -2.5 0.5 2.0 2.0 1.0
Other Information 2.60 2.61 2.45 2.34 2.38 2.43 2.39 2.40
% Ch 7.5 0.5 -6.1 -4.5 1.7 2.1 -1.7 0.5
Financial Activities 7.69 7.81 7.84 7.96 8.09 8.26 8.33 8.42
% Ch 0.5 1.6 0.4 1.4 1.7 2.1 0.8 1.1
Professional and Business Services 16.67 16.48 16.01 16.07 16.95 18.05 18.68 19.42
% Ch 4.5 -1.1 -2.8 0.3 5.5 6.5 3.5 3.9
Education and Health Services 15.11 15.64 16.18 16.53 16.95 17.40 17.79 18.13
% Ch 2.1 3.5 3.5 2.1 2.6 2.6 2.3 1.9
Leisure and Hospitality 11.86 12.03 11.97 12,07 12.26 1256 12.76 12.86
% Ch 2.7 15 -0.5 0.8 1.6 2.4 1.6 0.8
Other Services 5.17 5.26 5.35 5.32 5.33 5.44 5.52 5.60
% Ch 1.6 1.7 1.7 -0.6 0.3 2.1 1.4 1.4
Federal Government 2.86 2.76 2.77 2.75 2.72 2.72 2.72 2.72
% Ch 3.4 -3.5 0.2 -0.5 -1.2 -0.0 0.0 0.2
State and Local Government 1793 18.35 18.71 18.75 18.86 19.15 19.39 19.52
% Ch 2.2 2.4 2.0 0.2 0.6 15 1.3 0.6
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Table A2.2
U.S. Nonagricultural Employment by Industry
Forecast 2004 to 2007

2002:1 2002:2 2002:3 2002:4 2003:1 2003:2 2003:3 2003:4

Nonfarm Payroll Employment

130.52 130.40 130.24 130.34 130.22 129.98 129.90 130.11

% Ch -1.2 -0.4 -0.5 0.3 -0.3 -0.7 -0.3 0.6
Manufacturing 15,52 15.37 15.25 15.08 14.93 1474 14.60 14.53
% Ch -7.7 -3.8 -3.2 -4.2 -4.1 -4.8 -3.9 -1.9
Durable Manufacturing 9.66 9.57 9.47 9.36 9.24 9.11 9.02 9.00
% Ch -9.2 -4.0 -3.8 -4.8 -5.0 -5.4 -4.0 -0.9
Wood Products 0.56 0.56 0.56 0.55 0.55 0.54 0.54 0.55
% Ch -1.6 -2.8 -1.8 -2.8 -3.0 -2.5 -2.6 4.5
Primary and Fabricated Metals 2.09 2.07 2.05 2.03 2.00 1.97 1.94 1.94
% Ch -10.0 -3.2 -3.3 -4.9 -5.6 -5.5 -5.0 -0.8
Computer and Electronic Products 1.57 1.54 1.50 1.47 1.44 1.41 1.39 1.38
% Ch -14.4 -8.4 -8.2 -8.2 -8.7 -6.7 -5.9 -3.4
Machinery and Electrical Equipment 1.77 1.74 1.73 1.70 1.68 1.65 1.63 1.63
% Ch -11.1 -5.7 -4.4 -5.0 -5.1 -6.7 -4.7 -1.4
Transportation Equipment 1.85 1.84 1.82 1.81 1.80 1.77 1.77 1.76
% Ch -8.5 -2.1 -2.6 -3.0 -2.1 -5.5 -2.1 -0.2
Other Durables 1.83 1.82 1.81 1.80 1.78 1.76 1.75 1.74
% Ch -4.4 -1.5 -1.6 -3.9 -4.5 -3.5 -3.2 -1.0
Nondurable Manufacturing 5.85 5.80 5.77 5.73 5.69 5.63 5.58 5.53
% Ch -5.3 -3.4 -2.1 -3.2 -2.7 -3.8 -3.7 -3.4
Food Manufacturing 1.54 1.53 1.52 1.52 1.52 1.51 1.52 1.52
% Ch -1.6 -2.6 -2.1 0.5 -1.2 -0.3 2.0 -1.4
Paper and Paper Products 0.55 0.55 0.55 0.54 0.54 0.53 0.53 0.52
% Ch -5.3 -2.5 -1.8 -3.5 -4.4 -4.1 -4.4 -3.3
Other Nondurables 3.76 3.73 3.71 3.66 3.63 3.58 3.53 3.49
% Ch -6.8 -3.9 -2.2 -4.6 -3.2 -5.3 -5.8 -4.2
Natural Resources and Mining 0.59 0.58 0.57 0.57 0.57 0.57 0.56 0.56
% Ch -3.7 -6.4 -6.2 -1.6 -3.4 -0.7 -0.9 -0.1
Construction 6.77 6.72 6.72 6.73 6.72 6.78 6.82 6.86
% Ch -1.4 -2.8 -0.2 0.9 -0.8 3.8 2.5 2.1
Trade, Transportation, and Utilities 25.57 2554 25.47 2541 2535 25.28 25.22 25.23
% Ch -2.0 -0.4 -1.2 -0.9 -0.9 -1.1 -0.9 0.1
Wholesale Trade 5.67 5.65 5.63 5.61 5.60 5.58 5.55 5.56
% Ch -2.2 -1.6 -1.5 -1.5 -1.0 -1.0 -1.9 0.2
Retail Trade 15.07 15.07 15.04 15.01 15.00 1498 14.97 14.97
% Ch -1.8 0.2 -1.0 -0.6 -0.5 -0.4 -0.2 -0.2
Trans., Warehousing, and Utilities 4.83 4.82 4.80 4.78 4.76 4.72 4.70 471
% Ch -2.6 -0.8 -1.4 -1.3 -1.9 -3.5 -1.8 11
Information 3.47 3.43 3.40 3.38 3.31 3.29 3.27 3.27
% Ch -7.3 -4.3 -4.1 -2.6 -7.1 -2.4 -2.7 -0.6
Publishing Industries 0.98 0.97 0.97 0.96 0.95 0.95 0.94 0.94
% Ch -6.2 -4.0 -1.2 -1.4 -3.6 -2.7 -2.9 -0.4
Other Information 2.49 2.46 2.43 241 2.36 2.35 2.33 2.33
% Ch -7.8 -4.5 -5.2 -3.1 -8.5 -2.2 -2.6 -0.6
Financial Activities 7.83 7.83 7.84 7.88 7.92 7.97 7.98 7.96
% Ch -0.3 -0.0 0.5 2.2 1.8 2.6 0.8 -1.0
Professional and Business Services 16.01 16.03 16.00 16.01 16.01 16.00 16.07 16.18
% Ch -3.1 0.4 -0.8 0.3 0.1 -0.3 1.9 2.7
Education and Health Services 16.01 16.14 16.24 16.35 16.43 16.50 16.53 16.65
% Ch 3.5 3.1 25 2.8 2.0 1.7 0.8 2.9
Leisure and Hospitality 11.98 1192 11.94 12.04 12.09 12.04 12.05 12.08
% Ch 0.3 -2.0 0.9 3.2 1.6 -1.7 0.6 1.0
Other Services 5.35 5.36 5.34 5.34 5.33 5.32 5.32 5.31
% Ch 3.1 0.3 -1.4 0.4 -1.1 -0.5 -0.4 -0.6
Federal Government 2.76 2.77 2.77 2.78 2.79 2.76 2.74 2.72
% Ch 0.2 2.1 -0.6 2.0 1.2 -4.1 -2.2 -3.5
State and Local Government 18.66 18.71 18.72 18.77 18.78 18.74 18.72 18.75
% Ch 1.9 1.1 0.1 1.0 0.3 -1.0 -0.4 0.7
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Table A2.2
U.S. Nonagricultural Employment by Industry
Forecast 2004 to 2007

2004:1 2004:2 2004:3 2004:4 2005:1 2005:2 2005:3 2005:4

Nonfarm Payroll Employment 130.54 131.47 132.47 133.38 134.25 135.13 135.86 136.40
% Ch 1.3 2.9 3.1 2.8 2.6 2.6 2.2 1.6
Manufacturing 1450 1453 1452 1450 1456 1460 14.64 14.68

% Ch -0.8 0.8 -0.2 -0.7 1.8 1.1 1.0 1.1
Durable Manufacturing 9.00 9.07 9.11 9.11 9.19 9.23 9.27 9.31
% Ch -0.1 3.2 1.7 0.4 3.1 2.1 1.6 1.8
Wood Products 0.56 0.56 0.56 0.55 0.55 0.55 0.54 0.55

% Ch 7.3 3.9 -2.0 -3.3 -2.5 -2.5 -1.7 0.3
Primary and Fabricated Metals 1.93 1.94 1.96 1.97 1.99 2.01 2.03 2.06

% Ch -2.3 2.7 3.1 2.9 4.3 4.1 4.3 4.5
Computer and Electronic Products 1.39 1.41 1.42 1.39 1.40 1.39 1.38 1.38

% Ch 1.4 7.7 1.6 -6.3 2.2 -4.8 -1.0 0.9
Machinery and Electrical Equipment 1.62 1.63 1.64 1.65 1.68 1.70 1.71 1.71

% Ch -1.8 1.6 3.4 3.7 5.8 6.0 1.2 1.6
Transportation Equipment 1.76 1.76 1.76 1.76 1.77 1.77 1.77 1.76

% Ch -1.6 1.0 0.1 -0.0 1.3 0.9 -0.4 -1.4
Other Durables 1.75 1.76 1.77 1.78 1.80 1.82 1.83 1.85

% Ch 1.9 3.6 1.8 15 3.8 4.7 3.8 3.3
Nondurable Manufacturing 5.50 5.46 5.41 5.38 5.37 5.37 5.37 5.36
% Ch -1.9 -3.1 -3.4 -2.4 -0.5 -0.6 -0.1 -0.1
Food Manufacturing 151 1.50 1.49 1.49 1.48 1.48 1.48 1.48

% Ch -0.4 -2.6 -2.7 -2.1 -0.4 -0.9 -0.5 -0.1
Paper and Paper Products 0.52 0.52 0.51 0.51 0.51 0.51 0.51 0.51

% Ch -0.1 -3.0 -4.0 -3.7 -0.7 -0.8 -0.0 0.3
Other Nondurables 3.47 3.44 3.41 3.39 3.38 3.38 3.38 3.38

% Ch -2.8 -3.3 -3.5 -2.3 -0.6 -0.4 0.1 -0.2
Natural Resources and Mining 0.57 0.57 0.55 0.55 0.54 0.53 0.52 0.51
% Ch 0.8 -0.6 -7.0 -5.0 -5.9 -6.0 -7.7 -7.4
Construction 6.89 6.93 7.00 7.10 7.24 7.36 7.43 7.46
% Ch 1.8 2.6 4.0 5.7 8.2 6.9 3.6 15
Trade, Transportation, and Utilities 25.22 25.32 25.48 25.63 25.74 25.86 25.98 26.09
% Ch -0.1 1.6 25 2.3 1.8 1.9 1.8 1.7
Wholesale Trade 5.56 5.59 5.64 5.69 5.73 5.77 5.83 5.86
% Ch -0.1 2.4 3.8 3.7 2.5 3.2 4.0 25
Retail Trade 1492 1493 1499 15.02 15.03 15.05 15.06 15.09
% Ch -1.2 0.3 1.4 0.8 0.5 0.5 0.1 0.9
Trans., Warehousing, and Utilities 4.75 4.80 4.85 4.92 4.98 5.03 5.09 5.13
% Ch 3.3 4.5 4.3 5.5 5.0 4.6 4.6 3.2
Information 3.27 3.30 3.36 3.39 3.41 3.41 3.40 3.39
% Ch 0.1 4.4 6.7 4.6 1.6 -0.3 -1.2 -0.4
Publishing Industries 0.94 0.95 0.95 0.96 0.96 0.97 0.97 0.98

% Ch 1.6 2.7 1.2 1.3 2.0 2.3 2.9 3.0
Other Information 2.32 2.35 2.40 2.44 2.45 2.44 2.42 241
% Ch -0.5 5.1 9.0 5.9 15 -1.3 -2.7 -1.7
Financial Activities 8.00 8.05 8.12 8.19 8.21 8.24 8.27 8.30
% Ch 1.9 2.5 3.8 3.1 1.3 1.3 1.7 1.4
Professional and Business Services 16.47 16.79 17.11 17.44 17.76 18.01 18.17 18.28
% Ch 7.2 8.2 7.8 7.9 7.5 5.7 3.7 2.4
Education and Health Services 16.72 16.88 17.04 17.16 17.26 17.35 17.46 17.51
% Ch 1.7 3.9 3.8 2.8 2.4 2.1 2.4 1.2
Leisure and Hospitality 12.14 1226 1229 1235 1242 1251 12.62 12.69
% Ch 1.9 4.0 1.1 1.9 2.1 3.2 3.3 2.4
Other Services 5.30 5.32 5.34 5.37 5.40 5.43 5.46 5.48
% Ch -0.7 1.6 1.4 2.5 25 1.9 1.9 2.0
Federal Government 2.72 2.72 2.72 2.72 2.72 2.72 2.72 2.72
% Ch -0.1 0.2 -0.1 -0.3 0.0 0.0 0.0 0.0
State and Local Government 18.75 18.79 18.92 18,99 18.98 19.11 19.21 19.29
% Ch -0.0 0.9 2.9 1.3 -0.0 2.6 2.1 1.8
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Table A2.2

U.S. Nonagricultural Employment by Industry

Forecast 2004 to 2007

2006:1 2006:2 2006:3 2006:4 2007:1 2007:2 2007:3 2007:4

Nonfarm Payroll Employment 136.89 137.40 137.97 138.54 139.03 139.49 139.88 140.27
% Ch 15 15 1.7 1.7 1.4 1.3 1.1 1.1
Manufacturing 1472 1474 1474 1474 1475 1474 1473 14.71

% Ch 1.2 0.4 0.2 -0.0 0.2 -0.2 -0.2 -0.6
Durable Manufacturing 9.36 9.37 9.38 9.37 9.37 9.37 9.37 9.36
% Ch 1.9 0.6 0.3 -0.3 -0.0 -0.1 0.1 -0.3
Wood Products 0.55 0.55 0.55 0.55 0.55 0.55 0.56 0.56
% Ch 1.4 0.8 0.2 0.4 1.8 1.8 1.4 0.2
Primary and Fabricated Metals 2.07 2.08 2.09 2.09 2.09 2.10 2.10 211
% Ch 3.4 1.9 0.7 0.2 0.5 1.0 1.3 1.0
Computer and Electronic Products 1.39 1.39 1.39 1.37 1.36 1.35 1.34 1.32
% Ch 2.4 -1.0 -1.1 -3.2 -3.2 -4.2 -3.8 -3.8
Machinery and Electrical Equipment 1.72 1.72 1.73 1.73 1.73 1.73 1.73 1.73
% Ch 1.8 0.7 1.2 0.3 0.2 -0.2 0.0 0.1
Transportation Equipment 1.76 1.76 1.76 1.76 1.76 1.76 1.77 1.77
% Ch -0.8 -0.7 -0.3 -0.0 0.4 1.0 1.1 -0.1
Other Durables 1.86 1.87 1.87 1.87 1.88 1.88 1.88 1.88
% Ch 2.8 15 0.8 0.3 0.6 0.4 0.4 0.1
Nondurable Manufacturing 5.36 5.36 5.37 5.37 5.38 5.37 5.36 5.35
% Ch 0.1 -0.0 0.0 0.4 0.5 -0.3 -0.7 -1.1
Food Manufacturing 1.48 1.48 1.49 1.49 1.50 1.50 1.50 1.49
% Ch 0.6 0.2 0.7 1.4 15 0.2 -0.2 -0.6
Paper and Paper Products 0.51 0.51 0.51 0.51 0.51 0.51 0.51 0.51
% Ch 0.5 0.7 0.8 1.0 0.9 0.1 -0.4 -0.8
Other Nondurables 3.38 3.37 3.37 3.37 3.37 3.37 3.36 3.35
% Ch -0.2 -0.2 -0.4 -0.1 -0.0 -0.6 -1.0 -1.4
Natural Resources and Mining 0.50 0.49 0.49 0.48 0.48 0.48 0.48 0.47
% Ch -7.1 -7.1 -5.5 -3.3 -1.6 -1.7 -1.8 -2.1
Construction 7.48 7.52 7.57 7.62 7.66 7.71 7.75 7.79
% Ch 1.4 1.9 2.6 2.9 2.0 2.7 2.2 2.0
Trade, Transportation, and Utilities 26.20 26.32 26.40 26.50 26.60 26.66 26.70 26.71
% Ch 1.8 1.8 1.2 1.6 15 1.0 0.5 0.3
Wholesale Trade 5.89 5.91 5.93 5.95 5.96 5.97 5.98 5.99
% Ch 1.8 1.1 1.4 1.3 0.8 0.6 0.9 0.5
Retail Trade 15.15 15.22 1524 15.28 1533 15.35 15.34 15.32
% Ch 1.6 1.8 0.7 1.1 1.1 0.7 -0.4 -0.5
Trans., Warehousing, and Utilities 5.16 5.20 5.23 5.27 5.31 5.35 5.38 5.41
% Ch 2.5 2.6 2.7 3.3 3.1 2.4 25 2.2
Information 3.39 3.38 3.37 3.37 3.38 3.39 3.40 3.43
% Ch -0.4 -0.9 -1.3 -0.3 0.9 1.1 2.3 2.9
Publishing Industries 0.99 0.99 0.99 0.99 0.99 1.00 1.00 1.00
% Ch 25 1.1 0.5 0.6 1.3 0.9 1.3 1.6
Other Information 2.40 2.39 2.38 2.38 2.38 2.39 2.40 2.43
% Ch -1.6 -1.6 -2.1 -0.7 0.8 1.2 2.8 3.5
Financial Activities 8.31 8.32 8.33 8.35 8.37 8.40 8.43 8.45
% Ch 0.3 0.5 0.6 0.9 1.2 15 15 0.7
Professional and Business Services 18.41 1856 18.76 19.00 19.20 19.35 19.49 19.62
% Ch 2.8 3.4 4.3 5.2 4.3 3.2 3.0 2.7
Education and Health Services 1761 17.73 17.88 17.95 18.01 18.08 18.17 18.26
% Ch 2.3 2.7 3.6 15 1.4 1.6 2.0 1.8
Leisure and Hospitality 12.72 1274 1277 1281 12.84 1286 12.86 12.89
% Ch 1.0 0.7 0.9 1.3 0.7 0.6 0.3 0.9
Other Services 5.51 5.52 5.53 5.54 5.56 5.58 5.61 5.64
% Ch 1.6 1.2 0.4 0.8 1.9 1.7 2.0 2.0
Federal Government 2.72 2.72 2.72 2.72 2.72 2.72 2.72 2.73
% Ch -0.0 0.1 0.2 0.2 0.2 0.2 0.2 0.2
State and Local Government 19.32 19.37 19.41 19.47 19.47 1952 19.52 19.57
% Ch 0.7 1.0 0.9 1.1 0.1 1.0 0.1 0.9
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Table A2.3
Washington Nonagricultural Employment by Industry
Forecast 2004 to 2007

2000 2001 2002 2003 2004 2005 2006 2007

Nonfarm Payroll Employment 2,711.5 2,697.4 2,653.2 2,658.3 2,697.1 2,764.4 2,821.8 2,879.2
% Ch 2.4 -0.5 -1.6 0.2 15 2.5 2.1 2.0
Manufacturing 3319 316.2 2855 267.3 260.1 261.3 268.2 274.6

% Ch -3.3 -4.7 -9.7 -6.4 -2.7 0.5 2.6 2.4
Durable Manufacturing 236.4 225.0 1995 1845 181.0 183.6 189.6 194.8
% Ch -4.2 -4.8 -11.4 -7.5 -1.9 15 3.3 2.7
Wood Products 21.9 18.9 18.0 17.8 17.6 16.8 16.4 16.1

% Ch 3.6 -13.6 -4.9 -1.4 -1.1 -4.4 -2.5 -1.7
Primary and Fabricated Metals 29.8 27.0 23.6 22.4 22.0 23.1 23.9 23.9

% Ch -0.8 -94  -123 -5.3 -1.6 4.8 3.4 0.3
Computer and Electronic Products 34.3 324 26.2 23.5 23.5 23.5 23.9 23.1

% Ch 3.2 -5.6 -194  -10.3 0.3 0.1 1.4 -3.3
Machinery and Electrical Equipment 19.8 18.6 16.7 16.1 16.4 18.0 19.1 20.0

% Ch 3.0 -6.3  -10.2 -3.6 2.4 9.6 6.2 4.6
Aerospace 86.1 87.2 75.8 65.5 61.0 60.9 64.5 69.5

% Ch -12.3 1.3 -13.1 -13.5 -6.9 -0.2 5.8 7.8
Other Transportation Equip. 13.4 11.3 11.0 11.3 12.0 12.3 12.4 12.3

% Ch -6.0 -16.0 -2.6 29 6.6 21 0.6 -0.7
Other Durables 31.1 29.6 28.3 28.0 28.3 29.0 29.6 29.9

% Ch 1.0 -4.8 -4.6 -1.0 1.3 2.2 2.1 1.2
Nondurable Manufacturing 95.4 91.1 86.1 82.9 79.1 77.7 78.5 79.8
% Ch -1.1 -4.5 -5.6 -3.7 -4.6 -1.7 11 1.7
Food Manufacturing 38.9 37.2 35.5 34.7 32.3 31.1 31.2 31.8

% Ch 0.8 -4.3 -4.8 -2.0 -7.0 -3.7 0.4 1.8
Paper and Paper Products 14.4 141 13.3 12.9 12.6 12.3 12.4 12.4

% Ch -5.5 -2.0 -6.1 -2.5 -2.8 -1.9 0.5 0.5
Other Nondurables 42.1 39.8 37.3 35.2 34.2 34.3 34.9 35.6

% Ch -1.1 -5.5 -6.2 -5.7 -2.8 0.1 1.9 1.9
Natural Resources and Mining 10.0 9.8 9.3 8.8 8.7 8.7 8.6 8.7
% Ch -5.3 -2.2 -4.8 -5.3 -1.1 -0.7 -0.5 0.8
Construction 160.6 158.8 1544 156.3 160.2 164.4 168.2 172.4
% Ch 4.4 -1.1 -2.8 1.2 2.5 2.6 2.3 2.5
Trade, Transportation, and Utilities 531.9 523.8 509.5 511.1 516.1 527.4 538.2 547.6
% Ch 2.5 -1.5 -2.7 0.3 1.0 2.2 2.0 1.7
Wholesale Trade 121.3 119.8 1156 1153 1174 1215 1245 126.3
% Ch 1.6 -1.2 -3.4 -0.3 1.8 3.5 2.4 1.4
Retail Trade 315.3 311.7 3054 307.7 307.8 3104 315.0 319.3
% Ch 3.2 -1.1 -2.0 0.7 0.1 0.8 15 1.4
Trans., Warehousing, and Utilities 95.4 92.4 88.5 88.1 90.9 95.5 98.8 102.1
% Ch 1.2 -3.2 -4.3 -0.4 3.1 5.1 3.5 3.3
Information 97.6 99.0 93.5 92.4 97.2 102.4 105.5 109.8
% Ch 14.6 1.4 -5.6 -1.2 5.2 5.4 3.0 4.1
Software Publishers 32.2 35.9 35.9 36.8 40.6 44.6 48.5 52.6
% Ch 17.8 11.3 0.2 2.3 10.5 9.8 8.9 8.4
Other Publishing Industries 13.7 13.2 12.6 12.6 12.5 12.6 12.7 12.7
% Ch 15 -3.5 -4.5 -0.1 -0.7 0.8 0.8 -0.0
Other Information 51.7 49.9 44.9 43.0 44.0 45.2 44.2 44.5
% Ch 16.7 -35 -10.1 -4.3 2.4 2.7 -2.2 0.6
Financial Activities 142.3 1452 1456 1519 1551 158.3 160.0 162.3
% Ch -0.3 2.0 0.2 4.3 2.1 2.1 1.1 15
Professional and Business Services 303.8 296.9 289.5 290.9 306.4 327.4 340.0 355.2
% Ch 6.1 -2.3 -2.5 0.5 5.4 6.9 3.8 4.5
Education and Health Services 2919 298.3 306.9 312.1 319.3 327.7 3354 342.8
% Ch 3.7 2.2 2.9 1.7 2.3 2.6 2.4 2.2
Leisure and Hospitality 251.8 247.1 245.0 246.6 2459 251.0 255.1 258.3
% Ch 1.9 -1.9 -0.8 0.7 -0.3 2.1 1.6 1.2
Other Services 106.2 96.9 97.9 99.7 100.1 1015 102.6 104.0
% Ch 1.6 -8.8 1.1 1.8 0.4 1.3 1.1 1.3
Federal Government 69.9 67.9 69.2 70.2 71.4 71.6 71.8 72.1
% Ch 3.4 -2.8 2.0 1.4 1.7 0.2 0.3 0.4
State and Local Government 4135 437.6 4469 451.1 456.5 462.7 468.1 471.4
% Ch 1.7 5.8 2.1 0.9 1.2 1.3 1.2 0.7
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Table A2.4
Washington Nonagricultural Employment by Industry
Forecast 2004 to 2007

2002:1 2002:2 2002:3 2002:4 2003:1 2003:2 2003:3 2003:4

Nonfarm Payroll Employment 2,648.1 2,651.5 2,656.3 2,657.1 2,655.6 2,652.1 2,659.9 2,665.6
% Ch -2.9 0.5 0.7 0.1 -0.2 -0.5 1.2 0.9
Manufacturing 293.9 287.7 282.8 277.7 2739 268.6 265.0 261.9

% Ch -13.4 -8.1 -6.7 -6.9 -5.4 -7.5 -5.3 -4.6
Durable Manufacturing 206.4 202.2 1969 1924 188.8 1854 182.7 180.8
% Ch -16.4 -8.0 -10.1 -8.7 -7.3 -7.0 -5.7 -4.1
Wood Products 17.9 18.1 18.0 18.1 17.9 17.9 17.7 17.6

% Ch -10.2 5.0 -1.7 0.6 -2.3 -1.9 -4.6 -1.3
Primary and Fabricated Metals 24.6 23.6 23.4 22.9 22.7 22.5 22.3 22.0

% Ch -115 -14.9 -3.6 -7.7 -3.5 -4.0 -3.3 -5.3
Computer and Electronic Products 27.4 26.5 25.9 24.8 24.4 23.6 22.9 23.0

% Ch -24.5 -11.8 -9.6 -15.0 -7.3  -12.9 -10.1 0.4
Machinery and Electrical Equipment 17.0 16.8 16.6 16.2 16.0 16.1 16.1 16.1

% Ch -14.2 -3.4 -6.0 -8.6 -4.6 0.8 1.0 -1.0
Aerospace 80.8 77.3 73.5 71.5 69.2 66.6 64.1 62.3

% Ch -20.9 -16.5 -18.1 -10.7  -12.3 -140 -143 -10.8
Other Transportation Equip. 10.5 11.3 11.2 10.8 10.9 10.9 11.6 11.8

% Ch -5.9 34.5 -4.7 -11.5 1.0 0.2 27.3 10.4
Other Durables 28.3 28.5 28.3 28.0 27.7 28.0 28.1 28.1

% Ch -7.1 2.9 -2.8 -3.1 -5.0 4.5 1.8 -0.1
Nondurable Manufacturing 87.4 85.6 85.9 85.3 85.1 83.2 82.2 81.0
% Ch -5.6 -8.3 1.6 -2.6 -1.2 -8.7 -4.4 -5.8
Food Manufacturing 36.0 34.8 35.8 35.3 35.6 34.6 35.0 33.7

% Ch -2.0 -13.0 12.1 -5.6 4.0 -11.1 5.3 -14.4
Paper and Paper Products 13.4 13.3 13.1 13.2 13.2 13.1 12.7 12.7

% Ch -10.5 -4.0 -4.6 3.2 -1.4 -3.1 -10.2 -0.1
Other Nondurables 38.0 37.5 37.0 36.8 36.3 35.5 34.5 34.6

% Ch -7.2 -5.2 -5.3 -1.6 -5.9 -8.3 -11.2 1.4
Natural Resources and Mining 9.5 9.3 9.2 9.3 9.1 8.8 8.6 8.8
% Ch -7.4 -4.6 -6.7 6.1 -9.8 -123 -6.9 8.9
Construction 1529 153.7 155.6 1554 1555 155.0 156.3 158.4
% Ch -3.1 2.3 4.8 -0.5 0.4 -1.4 3.4 5.6
Trade, Transportation, and Utilities 509.8 509.9 510.6 507.5 509.9 509.6 513.0 512.0
% Ch -3.2 0.0 0.6 -2.4 1.9 -0.3 2.7 -0.7
Wholesale Trade 116.5 1154 1153 115.2 1152 1149 1156 115.7
% Ch -3.5 -3.7 -0.6 -0.2 -0.1 -1.0 2.4 0.4
Retail Trade 304.4 305.8 306.7 304.7 3059 306.9 309.5 308.3
% Ch -2.8 1.8 1.2 -2.5 1.6 1.3 3.3 -1.4
Trans., Warehousing, and Utilities 88.9 88.7 88.7 87.6 88.8 87.8 88.0 88.0
% Ch -3.9 -1.0 -0.0 -5.0 5.7 -4.5 1.0 0.3
Information 94.1 93.6 92.8 93.4 92.1 91.7 92.3 93.3
% Ch -10.0 -2.0 -3.6 2.6 -5.3 -1.6 2.7 4.2
Software Publishers 35.6 35.7 35.8 36.6 36.1 36.0 37.0 38.0
% Ch -7.5 0.9 1.3 8.7 -5.6 -0.8 11.7 11.1
Other Publishing Industries 12.6 12.6 12.6 12.7 12.7 12.8 12.4 12.5
% Ch -7.5 -1.6 2.2 2.1 -0.1 2.6 -9.9 2.1
Other Information 45.9 45.4 44.3 44.1 43.3 43.0 42.9 42.8
% Ch -12.6 -4.3 -8.8 -2.1 -6.5 -3.5 -0.7 -1.0
Financial Activities 144.4 1456 1458 1465 149.3 1516 1534 153.1
% Ch -3.0 3.3 0.6 2.1 7.8 6.3 4.9 -0.8
Professional and Business Services 287.1 288.6 291.3 291.3 289.1 288.0 291.6 294.7
% Ch -2.7 2.1 3.8 -0.0 -3.0 -1.5 5.1 4.2
Education and Health Services 304.6 306.8 305.7 310.5 310.6 312.6 311.2 313.8
% Ch 2.6 3.0 -1.4 6.4 0.2 25 -1.7 3.3
Leisure and Hospitality 242.6 2445 246.9 2459 246.8 246.1 248.2 245.1
% Ch -2.4 3.2 4.0 -1.6 1.4 -1.0 3.5 -4.9
Other Services 97.5 98.3 98.2 97.8 100.1 100.2 99.3 99.3
% Ch 6.6 3.2 -0.5 -1.7 9.8 0.5 -3.6 0.2
Federal Government 68.5 68.1 69.2 71.1 70.5 69.7 69.8 70.7
% Ch -0.6 -2.2 6.2 11.9 -3.2 -4.5 0.5 5.3
State and Local Government 443.4 4453 448.4 450.6 448.6 450.2 4511 454 .4
% Ch 0.7 1.7 2.8 2.0 -1.8 1.4 0.8 3.0
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Table A2.4
Washington Nonagricultural Employment by Industry
Forecast 2004 to 2007

2004:1 2004:2 2004:3 2004:4 2005:1 2005:2 2005:3 2005:4

Nonfarm Payroll Employment 2,670.4 2,687.6 2,706.6 2,723.6 2,739.9 2,757.3 2,773.3 2,786.9
% Ch 0.7 2.6 2.9 2.5 2.4 2.6 2.3 2.0
Manufacturing 260.9 260.8 260.0 258.6 259.8 260.6 261.7 263.2

% Ch -1.5 -0.1 -1.3 -2.1 1.9 1.2 1.7 2.3
Durable Manufacturing 180.4 181.3 1814 180.8 182.0 183.0 184.0 185.4
% Ch -1.0 2.0 0.4 -1.4 2.8 2.1 2.4 3.0
Wood Products 17.7 17.7 17.5 17.3 17.1 16.8 16.7 16.6

% Ch 25 0.8 -4.5 -5.7 -4.9 -5.0 -4.2 -2.4
Primary and Fabricated Metals 21.7 21.9 22.1 22.3 22.6 22.9 23.2 23.6

% Ch -4.8 3.4 3.5 3.7 6.0 5.2 5.5 5.5
Computer and Electronic Products 22.9 23.7 24.0 23.5 23.8 234 23.4 23.6

% Ch -0.3 14.6 4.4 -8.4 5.3 -6.0 0.1 3.2
Machinery and Electrical Equipment 16.0 16.2 16.6 17.0 17.4 18.0 18.2 18.5

% Ch -1.6 6.3 8.8 9.3 12.1 12.3 5.7 6.3
Aerospace 61.9 61.3 60.7 60.1 60.2 60.7 61.1 61.6

% Ch -2.1 -3.8 -3.9 -3.9 0.7 3.0 3.0 3.0
Other Transportation Equip. 11.9 12.0 12.1 12.2 12.2 12.3 12.3 12.3

% Ch 1.6 3.6 3.0 2.2 2.0 1.7 15 1.1
Other Durables 28.2 28.3 28.4 28.5 28.7 28.9 29.1 29.3

% Ch 0.8 1.9 1.2 1.2 2.6 2.9 2.8 2.6
Nondurable Manufacturing 80.5 79.5 78.5 77.8 77.8 77.6 77.7 77.8
% Ch -2.6 -4.6 -5.0 -3.6 -0.2 -0.8 0.1 0.6
Food Manufacturing 33.2 32.6 31.9 314 31.3 31.1 31.0 31.0

% Ch -5.5 -7.5 -7.9 -6.1 -1.1 -2.7 -1.7 -0.5
Paper and Paper Products 12.7 12.6 12.5 12.4 12.3 12.3 12.3 12.3

% Ch 0.6 -3.3 -4.4 -4.0 -0.7 -0.9 -0.0 0.3
Other Nondurables 34.5 34.3 34.1 34.0 34.1 34.2 34.3 34.5

% Ch -1.0 -2.2 -2.3 -1.1 1.0 1.0 1.8 1.8
Natural Resources and Mining 8.8 8.8 8.7 8.7 8.7 8.7 8.7 8.7
% Ch -1.1 -2.1 -2.2 -0.5 1.3 -1.9 -1.3 -0.1
Construction 159.4 160.0 160.3 161.3 1625 163.8 165.1 166.2
% Ch 2.5 1.4 0.7 2.6 3.0 3.4 3.2 2.6
Trade, Transportation, and Utilities 511.8 514.1 5175 520.8 523.3 526.1 528.8 531.4
% Ch -0.2 1.7 2.7 2.5 2.0 2.1 2.1 2.0
Wholesale Trade 1159 116.7 1179 119.0 1199 1209 122.2 123.0
% Ch 0.8 2.7 4.2 4.0 2.8 3.6 4.3 2.8
Retail Trade 306.7 307.1 308.4 309.1 309.6 310.2 3105 311.4
% Ch -2.1 0.5 1.6 1.0 0.6 0.7 0.4 1.2
Trans., Warehousing, and Utilities 89.2 90.3 91.3 92.6 93.8 95.0 96.1 97.0
% Ch 5.5 4.8 4.7 5.9 5.4 4.9 4.9 3.5
Information 94.3 96.0 98.2 100.1 101.3 102.1 102.7 103.5
% Ch 4.5 7.5 9.5 7.6 5.0 3.3 25 3.1
Software Publishers 39.1 40.1 41.1 42.1 43.1 44.1 45.1 46.0
% Ch 12.2 10.6 10.5 10.1 9.8 9.4 9.2 8.9
Other Publishing Industries 12.5 12.5 12.5 12.5 12.6 12.6 12.6 12.7

% Ch -0.9 1.3 0.1 0.2 0.8 1.1 1.6 1.6
Other Information 42.7 43.4 44.6 45.4 45.6 45.4 45.0 44.8
% Ch -0.4 6.4 11.4 7.5 1.9 -1.6 -3.4 -2.1
Financial Activities 153.4 1543 155.8 1569 157.4 158.0 158.7 159.3
% Ch 0.8 2.4 3.7 3.0 1.3 1.3 1.8 1.6
Professional and Business Services 297.3 303.4 309.4 315.6 321.7 326.5 329.7 331.9
% Ch 3.6 8.5 8.2 8.3 7.9 6.0 4.0 2.7
Education and Health Services 315.3 318.1 320.9 323.1 325.0 326.8 328.8 330.0
% Ch 1.9 3.6 3.6 2.8 2.5 2.2 2.4 15
Leisure and Hospitality 243.8 245.8 246.4 2474 2485 250.2 2519 253.3
% Ch -2.2 3.3 1.0 1.7 1.7 2.7 2.8 2.3
Other Services 99.7 100.0 100.2 100.6 101.0 101.3 101.6 102.0
% Ch 15 1.1 1.0 15 15 1.2 1.3 1.3
Federal Government 71.4 71.4 71.5 71.5 71.5 71.6 71.6 71.6
% Ch 3.6 0.3 0.2 0.1 0.2 0.2 0.2 0.2
State and Local Government 4543 455.0 457.8 459.1 459.1 461.8 464.0 465.8
% Ch -0.1 0.6 2.5 1.1 0.0 2.4 1.9 1.6
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Table A2.4
Washington Nonagricultural Employment by Industry
Forecast 2004 to 2007

2006:1 2006:2 2006:3 2006:4 2007:1 2007:2 2007:3 2007:4

Nonfarm Payroll Employment

2,800.1 2,813.9 2,828.8 2,844.5 2,859.0 2,873.0 2,885.8 2,898.9

% Ch 1.9 2.0 2.1 2.2 2.1 2.0 1.8 1.8
Manufacturing 265.4 267.3 269.1 270.8 272.7 2740 2753 276.3
% Ch 3.5 2.8 2.8 2.6 2.8 2.0 1.8 15
Durable Manufacturing 187.4 189.0 190.5 191.7 193.0 1941 1954 196.5
% Ch 4.3 3.5 3.2 25 2.7 25 2.6 2.4
Wood Products 16.5 16.4 16.3 16.2 16.2 16.1 16.1 16.0
% Ch -1.4 -2.0 -2.6 -2.3 -1.1 -1.1 -1.4 -2.5
Primary and Fabricated Metals 23.8 23.9 23.9 23.9 23.9 23.9 24.0 24.0
% Ch 4.1 1.9 0.3 -0.4 0.0 0.4 0.7 0.2
Computer and Electronic Products 23.9 23.9 23.9 23.7 23.5 23.2 22.9 22.7
% Ch 5.6 0.1 -0.1 -3.4 -3.5 -5.1 -4.5 -4.5
Machinery and Electrical Equipment 18.8 19.0 19.3 19.5 19.7 19.9 20.1 20.3
% Ch 6.5 5.1 5.8 4.6 4.5 3.9 4.3 4.4
Aerospace 62.6 63.8 65.1 66.3 67.6 68.8 70.1 71.3
% Ch 6.6 8.2 8.1 7.9 7.8 7.6 7.5 7.3
Other Transportation Equip. 12.4 12.4 12.3 12.3 12.3 12.3 12.3 12.2
% Ch 0.7 -0.0 -0.5 -0.7 -0.7 -0.7 -0.8 -1.3
Other Durables 29.4 29.5 29.6 29.7 29.8 29.9 30.0 30.0
% Ch 2.3 15 1.1 1.0 1.2 1.2 1.2 1.0
Nondurable Manufacturing 78.1 78.3 78.6 79.2 79.7 79.9 79.9 79.8
% Ch 15 1.1 1.8 2.8 2.9 0.9 0.0 -0.6
Food Manufacturing 31.1 31.1 31.2 31.5 31.8 31.9 31.8 31.6
% Ch 15 0.2 1.8 3.8 4.3 0.4 -0.9 -2.0
Paper and Paper Products 12.3 12.4 12.4 12.4 12.5 12.5 12.4 12.4
% Ch 0.5 0.7 0.9 1.1 1.0 0.1 -0.5 -0.8
Other Nondurables 34.7 34.8 35.0 35.2 35.4 35.6 35.7 35.7
% Ch 1.8 2.0 2.1 2.4 2.4 1.6 1.1 0.8
Natural Resources and Mining 8.6 8.6 8.6 8.6 8.7 8.7 8.7 8.7
% Ch -0.3 -0.6 -0.3 0.5 1.6 1.3 1.1 0.9
Construction 167.0 167.7 168.6 169.6 170.7 171.8 173.0 174.1
% Ch 2.0 1.8 2.0 2.4 2.6 2.7 2.7 2.5
Trade, Transportation, and Utilities 534.2 537.1 539.4 542.1 544.8 547.0 548.6 550.0
% Ch 2.1 2.2 1.7 2.1 2.0 1.6 1.2 1.0
Wholesale Trade 123.7 1242 1247 1253 125.7 126.0 126.5 126.9
% Ch 2.2 15 1.8 1.8 1.3 1.1 15 1.2
Retail Trade 3129 3146 3155 316.8 318.2 319.3 319.7 319.9
% Ch 1.9 2.2 1.2 1.7 1.7 1.4 0.4 0.4
Trans., Warehousing, and Utilities 97.7 98.4 99.1 100.0 100.9 101.7 102.5 103.2
% Ch 2.9 3.0 3.1 3.7 3.7 3.0 3.1 2.9
Information 104.3 105.1 105.8 106.7 107.8 109.0 1105 112.0
% Ch 3.1 3.0 2.7 3.5 4.3 4.5 5.3 5.8
Software Publishers 47.0 48.0 49.0 50.1 51.1 52.1 53.1 54.2
% Ch 8.9 8.7 8.7 8.6 8.4 8.2 8.2 8.2
Other Publishing Industries 12.7 12.7 12.7 12.7 12.7 12.7 12.7 12.7
% Ch 1.3 0.0 -0.5 -0.3 0.2 -0.1 0.2 0.5
Other Information 44.6 44.3 44.1 44.0 44.1 44.2 44.6 45.1
% Ch -2.0 -2.1 -2.6 -0.9 0.9 1.6 3.5 4.4
Financial Activities 159.5 159.8 160.1 160.6 161.2 162.0 162.8 163.3
% Ch 0.5 0.8 0.9 1.2 1.6 1.9 1.9 1.2
Professional and Business Services 3345 337.6 3415 346.3 3504 353.6 356.8 359.8
% Ch 3.2 3.8 4.8 5.6 4.8 3.8 3.6 3.4
Education and Health Services 331.9 334.2 337.0 338.6 340.1 341.8 343.8 345.7
% Ch 2.4 2.7 3.4 1.9 1.8 2.0 2.4 2.3
Leisure and Hospitality 254.0 254.6 2554 256.4 257.2 257.9 258.6 259.6
% Ch 1.1 1.0 1.2 1.6 1.1 1.2 1.0 15
Other Services 102.3 1025 102.7 1029 103.3 103.7 104.2 104.6
% Ch 1.2 1.0 0.7 1.0 15 15 1.7 1.8
Federal Government 71.7 71.7 71.8 71.9 71.9 72.0 72.1 72.2
% Ch 0.2 0.3 0.4 0.4 0.4 0.5 0.5 0.5
State and Local Government 466.5 467.5 468.6 469.9 470.2 4713 4715 472.6
% Ch 0.6 0.9 0.9 1.1 0.2 1.0 0.1 1.0
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Table A3.1
U.S. Personal Income by Component
Forecast 2004 to 2007

2000 2001 2002 2003 2004 2005 2006 2007

Personal Income 8,429.7 8,713.1 8,910.3 9,190.0 9,627.110,169.610,751.6 11,385.1
% Ch 8.0 3.4 2.3 3.1 4.8 5.6 5.7 5.9
Total Wage and Salary Disbursements 4,829.2 4,942.9 4,974.6 5,084.0 5,309.6 5,642.3 5,957.3 6,287.3

% Ch 8.1 2.4 0.6 2.2 4.4 6.3 5.6 55
Nonwage Personal Income 3,600.4 3,770.2 3,935.7 4,106.0 4,317.5 4,527.3 4,794.3 5,097.7
% Ch 7.9 4.7 4.4 4.3 5.2 4.9 5.9 6.3
Other Labor Income 609.9 642.6 6805 723.7 764.3 818.1 8724 926.2
% Ch 8.5 5.4 5.9 6.4 5.6 7.0 6.6 6.2
Proprietor’'s Income 728.4 770.6 797.7 848.6 913.4 968.3 1,013.3 1,069.0
% Ch 7.4 5.8 35 6.4 7.6 6.0 4.6 55
Farm 22.7 25.0 14.3 21.2 23.0 21.9 21.6 21.8
% Ch -20.7 10.1 -42.8 48.1 8.8 -5.0 -1.4 1.1
Nonfarm 705.7 7456 783.4 827.5 890.4 946.4 991.7 1,047.2
% Ch 8.6 5.7 5.1 5.6 7.6 6.3 4.8 5.6
Less: Pers Cont. For Social Ins. 359.2 373.6 386.2 397.2 412.8 435.7 459.6 485.0
% Ch 6.2 4.0 3.4 2.8 3.9 5.6 55 55
Dividends/Int./Rent 1,537.3 1,538.0 1,551.6 1,553.9 1,610.6 1,701.4 1,819.0 1,940.4
% Ch 8.9 0.0 0.9 0.2 3.6 5.6 6.9 6.7
Transfer Payments 1,084.1 1,192.6 1,292.2 1,376.8 1,442.0 1,475.2 1,549.3 1,647.1
% Ch 6.1 10.0 8.4 6.5 4.7 2.3 5.0 6.3
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Table A3.2
U.S. Personal Income by Component
Forecast 2004 to 2007

2002:1 2002:2 2002:3 2002:4 2003:1 2003:2 2003:3 2003:4

Personal Income 8,803.6 8,912.2 8,944.0 8,981.3 9,048.7 9,145.9 9,2425 9,323.0
% Ch 1.5 5.0 1.4 1.7 3.0 4.4 4.3 35
Total Wage and Salary Disbursements 4945.1 4,973.1 4,980.9 4,999.1 5,033.2 5,072.2 5,104.1 5,126.7

% Ch 0.8 2.3 0.6 1.5 2.8 3.1 2.5 1.8
Nonwage Personal Income 3,858.5 3,939.1 3,963.1 3,982.2 4,015.5 4,073.7 4,138.4 4,196.4
% Ch 2.4 8.6 2.5 1.9 3.4 5.9 6.5 5.7
Other Labor Income 666.6 677.9 6852 692.1 706.3 717.3 730.7 740.5
% Ch 5.7 7.0 4.4 4.1 8.5 6.4 7.7 55
Proprietor’'s Income 779.3 796.1 803.2 812.2 8135 838.8 860.9 881.3
% Ch -3.2 8.9 3.6 4.5 0.6 13.0 10.9 9.9
Farm 12.1 15.2 13.5 16.3 13.0 20.0 21.5 30.2
% Ch -95.8 151.2 -37.7 1104 -59.5 460.2 32.7 291.7
Nonfarm 767.2 780.9 789.7 7959 800.5 818.8 839.4 851.1
% Ch 4.4 7.3 4.6 3.2 2.3 9.5 10.4 5.7
Less: Pers Cont. For Social Ins. 383.0 385.8 387.0 388.8 393.9 395.7 398.1 400.9
% Ch 8.7 2.9 1.3 1.9 5.3 1.8 2.5 2.9
Dividends/Int./Rent 1,535.2 1,559.8 1,560.2 1,551.0 1,551.8 1,543.6 1,546.2 1,574.2
% Ch 0.1 6.6 0.1 -2.3 0.2 2.1 0.7 7.4
Transfer Payments 1,260.5 1,291.1 1,301.6 1,315.6 1,337.6 1,369.7 1,398.7 1,401.3
% Ch 9.5 10.1 3.3 4.4 6.9 10.0 8.7 0.7
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Table A3.2
U.S. Personal Income by Component
Forecast 2004 to 2007
2004:1 2004:2 2004:3 2004:4 2005:1 2005:2 2005:3 2005:4

Personal Income 9,438.2 9,551.5 9,685.9 9,832.7 9,973.510,105.610,235.1 10,364.1
% Ch 5.0 4.9 5.7 6.2 5.9 5.4 5.2 5.1

Total Wage and Salary Disbursements 5,193.1 5,263.5 5,347.9 5,433.9 5,524.2 5,606.0 5,682.2 5,756.7

% Ch 5.3 55 6.6 6.6 6.8 6.1 55 5.3
Nonwage Personal Income 4,245.2 4,288.1 4,338.0 4,398.8 4,449.3 4,499.6 4,552.8 4,607.4
% Ch 4.7 4.1 4.7 5.7 4.7 4.6 4.8 4.9
Other Labor Income 7455 7555 769.7 786.4 798.4 810.7 825.1 838.4
% Ch 2.7 55 7.7 9.0 6.2 6.3 7.3 6.6
Proprietor’'s Income 893.2 905.5 9195 9355 950.3 9645 975.1 983.3
% Ch 55 5.6 6.3 7.1 6.5 6.1 4.5 3.4
Farm 26.5 24.1 20.6 20.9 21.2 22.0 22.2 22.0
% Ch -41.0 -30.9 -46.5 4.5 7.4 16.0 3.1 -3.1
Nonfarm 866.8 881.3 898.9 9147 929.1 9424 952.9 961.3
% Ch 7.6 6.9 8.2 7.2 6.5 5.9 4.5 3.6
Less: Pers Cont. For Social Ins. 407.4 409.3 414.0 420.3 427.0 433.1 438.7 444.1
% Ch 6.6 1.9 4.6 6.3 6.5 5.8 5.3 5.1
Dividends/Int./Rent 1,590.0 1,599.5 1,613.9 1,638.8 1,662.5 1,685.9 1,713.1 1,744.0
% Ch 4.1 2.4 3.6 6.3 5.9 5.7 6.6 7.4
Transfer Payments 1,423.9 1,436.8 1,448.9 1,458.4 1,465.0 1,471.6 1,478.2 1,485.9
% Ch 6.6 3.7 3.4 2.6 1.8 1.8 1.8 2.1
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Table A3.2
U.S. Personal Income by Component
Forecast 2004 to 2007

2006:1 2006:2 2006:3 2006:4 2007:1 2007:2 2007:3 2007:4

Personal Income 10,516.310,669.510,832.210,988.5 11,160.1 11,306.5 11,460.0 11,613.6
% Ch 6.0 6.0 6.2 5.9 6.4 5.4 5.5 5.5
Total Wage and Salary Disbursements 5,837.9 5,915.4 5,996.4 6,079.6 6,167.2 6,248.4 6,327.4 6,406.3

% Ch 5.8 5.4 5.6 5.7 5.9 5.4 5.2 5.1
Nonwage Personal Income 4,678.3 4,754.0 4,835.8 4,909.0 4,992.9 5,058.2 5,132.6 5,207.3
% Ch 6.3 6.6 7.1 6.2 7.0 5.3 6.0 6.0
Other Labor Income 852.0 865.7 879.1 8925 906.0 919.3 932.8 946.7
% Ch 6.7 6.6 6.3 6.2 6.2 6.0 6.0 6.1
Proprietor's Income 993.3 1,005.9 1,019.5 1,034.3 1,048.8 1,063.1 1,076.0 1,088.3
% Ch 4.2 5.2 5.5 5.9 5.7 5.6 4.9 4.6
Farm 22.2 22.0 21.1 20.9 21.4 21.7 22.0 22.2
% Ch 3.9 -3.6 -16.7 -2.3 8.2 6.7 5.2 4.4
Nonfarm 971.1 983.9 998.4 1,013.3 1,027.4 1,041.4 1,054.0 1,066.0
% Ch 4.2 5.4 6.1 6.1 5.7 5.5 4.9 4.6
Less: Pers Cont. for Social Ins. 450.4 456.4 462.6 469.0 475.8 482.0 488.1 494.2
% Ch 5.8 5.4 5.6 5.7 5.9 5.4 5.1 5.1
Dividends/Int./Rent 1,774.7 1,805.2 1,834.2 1,861.9 1,897.3 1,922.2 1,955.2 1,986.9
% Ch 7.2 7.1 6.6 6.2 7.8 5.3 7.0 6.7
Transfer Payments 1,508.7 1,533.6 1,565.6 1,589.3 1,616.5 1,635.6 1,656.8 1,679.6
% Ch 6.3 6.8 8.6 6.2 7.0 4.8 5.3 5.6
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Table A3.3
Washington Personal Income by Component
Forecast 2004 to 2007

2000 2001 2002 2003 2004 2005 2006 2007

Personal Income 186.843 191.644 198.221 206.158 215.428 227.056 240.661 256.636
% Ch 7.3 2.6 3.4 4.0 4.5 5.4 6.0 6.6
Total Wage and Salary Disbursements  110.051 110.761 111.116 114.788 119.827 127.190 135.099 144.228
% Ch 6.0 0.6 0.3 3.3 4.4 6.1 6.2 6.8
Manufacturing #N/A! 15.241 14.674 13.746 13.839 14.405 15.387 16.475
% Ch #N/A! #N/A! -3.7 -6.3 0.7 4.1 6.8 7.1
Nondurable Manufacturing #N/A! 11.672 10.846 10.193 10.241 10.748 11.544 12.392

% Ch #N/A! #N/A! -7.1 -6.0 0.5 4.9 7.4 7.3
Durable Manufacturing #N/A! 3,569 3.828 3,553 3.598 3.657 3.843 4.083

% Ch #N/A! #N/A! 7.2 -7.2 1.2 1.6 5.1 6.3
Nonmanufacturing #N/A! 91.579 92.096 96.393 101.095 107.637 114.287 122.015
% Ch #N/A! #N/A! 0.6 4.7 4.9 6.5 6.2 6.8
Other Private Wages #N/A!  0.752 0.807 0.879 0.899 0.973 1.061 1.162
% Ch #N/A! #N/A! 7.3 8.9 2.3 8.3 9.0 9.6
Farm Wages 0.967 1.047 1.117 1.218 1.295 1.344 1.402 1.470
% Ch -2.2 8.3 6.7 9.0 6.4 3.8 4.3 4.8
Military Wages 2.000 2.143 2.422 2553 2,699 2.830 2.963 3.106
% Ch 4.9 7.2 13.0 5.4 5.7 4.9 4.7 4.8
Nonwage Personal Income 76.791 80.883 87.105 91.369 95.601 99.866 105.562 112.408
% Ch 9.2 5.3 7.7 4.9 4.6 4.5 5.7 6.5
Other Labor Income 11.643 12.165 13.122 14.345 15.201 16.246 17.448 18.773
% Ch 5.3 4.5 7.9 9.3 6.0 6.9 7.4 7.6
Proprietor’'s Income 14.208 14.273 15.365 16.854 18.216 19.349 20.344 21.695
% Ch 7.0 0.5 7.7 9.7 8.1 6.2 5.1 6.6
Farm 0.260 0.012 0.196 0.680 0.696 0.648 0.634 0.631

% Ch 209.8 -955 1,568.1 247.1 2.3 -6.8 -2.2 -0.4
Nonfarm 13.947 14.261 15.169 16.174 17.520 18.700 19.710 21.064

% Ch 5.7 2.3 6.4 6.6 8.3 6.7 5.4 6.9
Less: Pers. Cont. for Social Ins. 8.244 8.446 8.701 9.100 9.521 10.057 10.694 11.439
% Ch 4.4 2.4 3.0 4.6 4.6 5.6 6.3 7.0
Plus: Residence Adjustment 2.237 2.148 2.692 2.703 2.769 2.860 2.962 3.077
% Ch 13.0 -4.0 25.3 0.4 2.4 3.3 3.6 3.9
Dividends/Int./Rent 35.299 36.503 36.921 36.896 38.154 40.217 42.879 45.695
% Ch 12.5 3.4 1.1 -0.1 3.4 5.4 6.6 6.6
Transfer Payments 21.650 24.241 27.706 29.671 30.781 31.253 32.623 34.606
% Ch 5.3 12.0 14.3 7.1 3.7 1.5 4.4 6.1
State U.l. Benefits 0.936 1.381 2825 2.770 2386 1.623 1.171 1.133

% Ch -1.0 475 104.6 -2.0 -13.8 -32.0 -27.9 -3.2
Other Transfers 20.714 22.860 24.882 26.901 28.395 29.629 31.452 33.473

% Ch 5.6 10.4 8.8 8.1 5.6 4.3 6.2 6.4
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Table A3.4

Washington Personal Income by Component

Forecast 2004 to 2007

Personal Income

2002:1 2002:2 2002:3 2002:4 2003:1 2003:2 2003:3 2003:4
194.342 198.138 200.086 200.319 202.094 205.690 209.470 207.378

% Ch 7.5 8.0 4.0 0.5 3.6 7.3 7.6 -3.9
Total Wage and Salary Disbursements  109.302 111.198 112.240 111.722 112.308 115.058 117.430 114.357
% Ch 1.0 7.1 3.8 -1.8 2.1 10.2 8.5 -10.1
Manufacturing 15.181 14.474 14.609 14.430 13.882 13.660 13.779 13.663
% Ch 11.3 -17.4 3.8 -48 -14.3 -6.2 35 -3.3
Nondurable Manufacturing 11.388 10.799 10.567 10.629 10.514 10.092 10.119 10.045
% Ch 7.1 -19.1 -8.3 2.4 -43 -151 11 -2.9
Durable Manufacturing 3.793 3.675 4.042 3801 3.368 3.568 3.660 3.618
% Ch 25.3 -11.9 46.3 -21.8 -38.4 26.0 10.7 -4.6
Nonmanufacturing 89.887 92.405 93.218 92.876 93.784 96.758 99.014 96.015
% Ch -1.7 11.7 3.6 -1.5 4.0 13.3 9.7 -11.6
Other Private Wages 0.773 0.785 0.836 0.833 0.917 0.891 0.848 0.860
% Ch 23.7 6.4 28.6 -1.4 469 -109 -18.1 6.0
Farm Wages 1.103 1.109 1.123 1.134 1.165 1.203 1.242 1.260
% Ch 8.0 2.2 5.1 4.0 114 13.7 13.6 6.0
Military Wages 2.358 2.425 2454 2449 2560 2.546 2.547 2.560
% Ch 43.3 11.9 4.9 -0.8 19.4 -2.2 0.2 2.0
Nonwage Personal Income 85.040 86.937 87.847 88.596 89.786 90.630 92.040 93.021
% Ch 16.6 9.2 4.3 3.5 55 3.8 6.4 4.3
Other Labor Income 12.590 12.971 13.357 13.569 13.824 14.215 14.569 14.772
% Ch 12.6 12.7 12.4 6.5 7.7 11.8 10.3 5.7
Proprietor’s Income 14.995 15.280 15.464 15.722 16.278 16.585 17.097 17.457
% Ch 22.0 7.8 4.9 6.8 14.9 7.8 12.9 8.7
Farm 0.200 0.194 0.191 0.199 0.611 0.624 0.678 0.809
% Ch 2.E+09 -11.5 -6.0 17.8 8,786.9 8.8 39.4 102.3
Nonfarm 14.795 15.086 15.273 15.523 15.667 15.961 16.419 16.648
% Ch 15.7 8.1 5.1 6.7 3.8 7.7 12.0 5.7
Less: Pers. Cont. for Social Ins. 8.546 8.696 8.799 8.764 8.869 9.067 9.197 9.267
% Ch 9.2 7.2 4.8 -1.6 4.9 9.2 5.9 3.1
Plus: Residence Adjustment 2.665 2.681 2.682 2.739 2.714 2.686 2.698 2.714
% Ch 138.7 2.4 0.1 8.8 -3.6 -4.1 1.8 2.4
Dividends/Int./Rent 36.451 37.231 37.103 36.900 36.873 36.681 36.710 37.321
% Ch 1.4 8.8 -1.4 -2.2 -0.3 2.1 0.3 6.8
Transfer Payments 26.885 27.470 28.040 28.430 28.966 29.530 30.163 30.024
% Ch 28.7 9.0 8.6 5.7 7.8 8.0 8.9 -1.8
State U.l. Benefits 2,580 2.813 3.031 2.875 2.872 2.813 2.843 2.550
% Ch 377.9 41.3 34.8 -19.1 -0.4 -8.0 4.3 -35.2
Other Transfers 24.305 24.657 25.009 25.555 26.094 26.718 27.320 27.474
% Ch 14.5 5.9 5.8 9.0 8.7 9.9 9.3 2.3
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Table A3.4
Washington Personal Income by Component
Forecast 2004 to 2007

2004:1 2004:2 2004:3 2004:4 2005:1 2005:2 2005:3 2005:4

Personal Income 211.392 213.797 216.695 219.829 222.754 225.578 228.448 231.444
% Ch 8.0 4.6 55 5.9 5.4 5.2 5.2 5.3
Total Wage and Salary Disbursements  117.318 118.787 120.652 122.552 124.478 126.295 128.073 129.912
% Ch 10.8 5.1 6.4 6.5 6.4 6.0 5.8 5.9
Manufacturing 13.722 13.808 13.884 13.942 14.135 14.298 14.481 14.705
% Ch 1.8 2.5 2.2 1.7 5.7 4.7 5.2 6.3
Nondurable Manufacturing 10.100 10.208 10.300 10.358 10.521 10.661 10.813 10.997

% Ch 2.2 4.3 3.7 2.2 6.5 5.4 5.8 7.0
Durable Manufacturing 3.623 3.601 3.584 3584 3.614 3.637 3.668 3.708

% Ch 0.5 -2.4 -1.8 -0.0 3.4 2.5 35 4.5
Nonmanufacturing 98.778 100.112 101.849 103.642 105.273 106.876 108.418 109.981
% Ch 12.0 55 7.1 7.2 6.4 6.2 5.9 5.9
Other Private Wages 0.873 0.888 0.907 0.927 0.946 0.964 0.982 1.001
% Ch 6.0 7.4 8.7 9.2 8.3 7.9 7.8 8.0
Farm Wages 1.279 1289 1.301 1314 1.326 1.338 1.350 1.363
% Ch 6.0 3.1 3.8 4.1 3.8 3.6 3.7 3.8
Military Wages 2.667 2.690 2.711 2.728 2.798 2.819 2.841 2.862
% Ch 17.8 3.6 3.1 2.6 10.7 3.1 3.0 3.0
Nonwage Personal Income 94.073 95.010 96.043 97.276 98.276 99.283 100.375 101.532
% Ch 4.6 4.0 4.4 5.2 4.2 4.2 4.5 4.7
Other Labor Income 14.849 15.031 15.302 15.622 15.847 16.087 16.380 16.669
% Ch 2.1 5.0 7.4 8.6 5.9 6.2 7.5 7.2
Proprietor’'s Income 17.713 18.060 18.384 18.708 18.993 19.265 19.479 19.656
% Ch 6.0 8.1 7.4 7.2 6.3 5.9 4.5 3.7
Farm 0.759 0.712 0.659 0.653 0.650 0.652 0.648 0.643

% Ch -22.4 -22.5 -26.6 -3.6 -2.0 1.4 -2.2 -3.2
Nonfarm 16.954 17.348 17.725 18.055 18.343 18.614 18.831 19.013

% Ch 7.6 9.6 9.0 7.6 6.6 6.0 4.8 3.9

Less: Pers. Cont. for Social Ins. 9.402 9.438 9.547 9.695 9.845 9.988 10.126 10.270
% Ch 5.9 1.5 4.7 6.4 6.3 5.9 5.7 5.8
Plus: Residence Adjustment 2.738 2.757 2.778 2.801 2.824 2.848 2.871 2.897
% Ch 3.6 2.7 3.1 3.4 3.4 3.3 3.4 35
Dividends/Int./Rent 37.674 37.903 38.239 38.801 39.340 39.870 40.483 41.175
% Ch 3.8 2.5 3.6 6.0 5.7 55 6.3 7.0
Transfer Payments 30.502 30.698 30.887 31.040 31.117 31.201 31.287 31.405
% Ch 6.5 2.6 2.5 2.0 1.0 1.1 1.1 1.5
State U.l. Benefits 2552 2451 2.347 2194 1902 1.714 1.526 1.351

% Ch 0.3 -14.9 -15.9 -23.6 -43.5 -34.2 -37.2 -38.4
Other Transfers 27.950 28.247 28.540 28.845 29.215 29.487 29.762 30.054

% Ch 7.1 4.3 4.2 4.4 5.2 3.8 3.8 4.0
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Table A3.4
Washington Personal Income by Component
Forecast 2004 to 2007

2006:1 2006:2 2006:3 2006:4 2007:1 2007:2 2007:3 2007:4

Personal Income 234.945 238.627 242.582 246.492 250.719 254.535 258.590 262.703
% Ch 6.2 6.4 6.8 6.6 7.0 6.2 6.5 6.5
Total Wage and Salary Disbursements  131.921 133.963 136.123 138.391 140.744 143.052 145.378 147.738

% Ch 6.3 6.3 6.6 6.8 7.0 6.7 6.7 6.7
Manufacturing 14.986 15.251 15.521 15.790 16.076 16.342 16.610 16.871
% Ch 7.9 7.2 7.3 7.1 7.5 6.8 6.7 6.4
Nondurable Manufacturing 11.226 11.441 11.654 11.854 12.068 12.280 12.500 12.720
% Ch 8.6 7.9 7.6 7.1 7.4 7.2 7.4 7.2
Durable Manufacturing 3.760 3.809 3.867 3.935 4.008 4.063 4.110 4.151
% Ch 5.7 5.4 6.2 7.3 7.6 55 4.7 4.1
Nonmanufacturing 111.605 113.320 115.145 117.078 119.029 121.006 122.996 125.028
% Ch 6.0 6.3 6.6 6.9 6.8 6.8 6.7 6.8
Other Private Wages 1.024 1.048 1.073 1.098 1.125 1.149 1.175 1.201
% Ch 9.3 9.5 10.0 9.7 10.2 8.9 9.3 9.2
Farm Wages 1.378 1.393 1.410 1.426 1.444 1461 1.478 1.496
% Ch 4.4 4.6 4.9 4.8 5.1 4.6 4.8 4.8
Military Wages 2929 2951 2975 2999 3.070 3.094 3.119 3.143
% Ch 9.7 3.1 3.3 3.2 9.9 3.2 3.2 3.1
Nonwage Personal Income 103.023 104.664 106.459 108.101 109.974 111.483 113.212 114.965
% Ch 6.0 6.5 7.0 6.3 7.1 5.6 6.3 6.3
Other Labor Income 16.969 17.286 17.604 17.931 18.258 18.593 18.941 19.302
% Ch 7.4 7.7 7.6 7.6 7.5 7.5 7.7 7.8
Proprietor’s Income 19.875 20.162 20.493 20.848 21.192 21.539 21.865 22.185
% Ch 45 5.9 6.7 7.1 6.8 6.7 6.2 6.0
Farm 0.643 0.640 0.629 0.625 0.628 0.631 0.632 0.634
% Ch -0.0 -1.9 -6.9 -2.5 2.4 1.6 0.9 11
Nonfarm 19.232 19.522 19.864 20.223 20.564 20.908 21.232 21.552
% Ch 4.7 6.2 7.2 7.4 6.9 6.9 6.3 6.1
Less: Pers. Cont. for Social Ins. 10.434 10.601 10.777 10.963 11.154 11.343 11.532 11.725
% Ch 6.5 6.5 6.8 7.1 7.2 6.9 6.9 6.9
Plus: Residence Adjustment 2,922 2948 2975 3.003 3.032 3.062 3.092 3.123
% Ch 35 3.6 3.7 3.8 4.0 4.0 4.0 4.0
Dividends/Int./Rent 41.868 42.560 43.223 43.864 44.677 45.269 46.041 46.793
% Ch 6.9 6.8 6.4 6.1 7.6 5.4 7.0 6.7
Transfer Payments 31.824 32.309 32.942 33.418 33.969 34.363 34.806 35.288
% Ch 5.4 6.2 8.1 5.9 6.8 4.7 5.3 5.6
State U.l. Benefits 1.191 1.173 1.164 1.157 1.147 1.135 1.127 1.122
% Ch -39.6 -6.1 -3.0 -2.4 -3.1 -4.2 -2.8 -1.7
Other Transfers 30.633 31.137 31.778 32.261 32.821 33.228 33.679 34.165
% Ch 7.9 6.7 8.5 6.2 7.1 5.0 55 5.9
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Appendix

Table A4.1

Selected Inflation Indicators

(Deflator 2000=1.0; CPI 1982-84=1.0)

1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003

Forecast

2004
2005
2006
2007

* Chain-Weight Implicit Price Deflator for Personal Consumption Expenditures
# Consumer Price Index for all Urban Consumers
+ Consumer Price Index for the Seattle-Tacoma-Bremerton, WA CMSA

Price Deflator*

Percent

Index Change

0.232
0.241
0.253
0.264
0.276
0.285
0.301
0.332
0.359
0.379
0.404
0.432
0.471
0.521
0.567
0.598
0.624
0.648
0.669
0.686
0.709
0.737
0.770
0.805
0.834
0.858
0.878
0.896
0.916
0.935
0.951
0.960
0.976
1.000
1.020
1.034
1.053

1.064
1.079
1.098
1.123

2.5
3.9
4.6
4.7
4.2
3.5
5.5
10.3
8.3
5.6
6.5
7.0
8.8
10.7
8.9
5.5
4.3
3.8
3.3
2.4
3.5
4.0
4.4
4.6
3.6
29
2.3
2.1
2.1
2.2
1.7
0.9
1.7
2.5
2.0
1.4
1.8

1.1
1.4
1.8
2.2

Index

0.334
0.348
0.367
0.388
0.405
0.418
0.444
0.493
0.538
0.569
0.606
0.652
0.726
0.824
0.909
0.965
0.996
1.039
1.076
1.097
1.136
1.183
1.239
1.307
1.362
1.403
1.445
1.482
1.524
1.569
1.605
1.630
1.666
1.722
1.771
1.799
1.840

1.865
1.890
1.919
1.956

U.S.CPI#
Percent

Change

2.8
4.2
5.4
5.9
4.2
3.3
6.3
11.0
9.1
5.8
6.5
7.6
11.3
13.5
10.4
6.2
3.2
4.4
3.5
1.9
3.6
4.1
4.8
5.4
4.2
3.0
3.0
2.6
2.8
29
2.3
15
2.2
3.4
2.8
1.6
2.3

1.4
1.3
15
1.9

Seattle CPI+

Percent

Index Change

0.328
0.342
0.358
0.374
0.382
0.393
0.418
0.464
0.511
0.539
0.583
0.640
0.709
0.827
0.916
0.978
0.993
1.030
1.056
1.066
1.092
1.128
1.181
1.268
1.341
1.390
1.429
1.478
1.522
1.575
1.630
1.678
1.728
1.792
1.857
1.893
1.924

1.939
1.961
1.993
2.040

29
4.1
4.8
4.5
2.1
29
6.4
11.0
10.2
5.5
8.0
9.9
10.8
16.7
10.8
6.7
15
3.8
2.5
1.0
2.4
3.3
4.7
7.3
5.8
3.7
2.8
3.4
3.0
3.4
3.5
29
3.0
3.7
3.6
2.0
1.6

0.8
1.2
1.6
2.3

Consumer Price Index and Implicit Price Deflator values shown here are annual averages of seasonally adjusted quarterly data
and may differ slightly from the annual values published by the Bureau of Labor Statistics and Bureau of Economic Analysis.
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Appendix

Table A4.2
Chain-Weighted Price Indices
(2000=1.0)
Services Food Fuels Gasoline
Percent Percent Percent Percent
Index Change Index Change Index Change Index Change
1967 18.349 3.0 23.023 1.6 12.295 3.2 20.700 3.3
1968 19.128 4.2 23.865 3.7 12.668 3.0 21.005 1.5
1969 20.106 5.1 25.031 4.9 12.959 2.3 21.696 3.3
1970 21.175 5.3 26.549 6.1 13.507 4.2 21.890 0.9
1971 22.340 55 27.384 3.1 14.417 6.7 22.050 0.7
1972 23.304 4.3 28.610 45 14.535 0.8 22.336 1.3
1973 24.381 4.6 31.742 10.9 16.633 14.4 24.473 9.6
1974 26.344 8.1 36.234 14.2 26.327 58.3 33.059 35.1
1975 28.596 8.5 39.106 7.9 28.862 9.6 35.279 6.7
1976 30.604 7.0 40.393 3.3 30.822 6.8 36.777 4.2
1977 32.933 7.6 42.920 6.3 34.781 12.8 38.907 5.8
1978 35.464 7.7 46.832 9.1 36.559 5.1 40.597 4.3
1979 38.316 8.0 51.496 10.0 48.977 34.0 54.406 34.0
1980 42.332 10.5 55.992 8.7 68.177 39.2 75.509 38.8
1981 46.746 10.4 60.254 7.6 82.998 21.7 84.017 11.3
1982 50.528 8.1 62.372 35 82.044 -1.1 79.768 -5.1
1983 53.799 6.5 63.699 2.1 77.109 -6.0 77.160 -3.3
1984 56.680 5.4 65.827 3.3 78.867 2.3 76.005 -15
1985 59.295 4.6 67.164 2.0 76.147 -3.4 76.619 0.8
1986 62.040 4.6 69.105 2.9 61.413 -19.3 60.175 -21.5
1987 64.299 3.6 71.395 3.3 61.478 0.1 62.488 3.8
1988 67.493 5.0 73.805 3.4 61.646 0.3 63.017 0.8
1989 70.708 4.8 77.477 5.0 64.403 45 68.837 9.2
1990 74.197 4.9 81.183 4.8 76.919 19.4 78.385 13.9
1991 77.497 4.4 83.938 3.4 74.496 -3.1 77.338 -1.3
1992 80.684 4.1 84.948 1.2 71.832 -3.6 77.040 -0.4
1993 83.345 3.3 86.249 15 71.587 -0.3 76.257 -1.0
1994 85.748 2.9 87.679 1.7 70.417 -1.6 76.614 0.5
1995 88.320 3.0 89.573 2.2 69.905 -0.7 77.826 1.6
1996 90.844 2.9 92.090 2.8 77.835 11.3 82.597 6.1
1997 93.305 2.7 94.197 2.3 78.644 1.0 82.579 -0.0
1998 95.319 2.2 95.868 1.8 71.779 -8.7 71.874 -13.0
1999 97.393 2.2 97.711 1.9 72.656 1.2 78.207 8.8
2000 100.000 2.7 100.000 2.3 100.000 37.6 100.000 27.9
2001 103.168 3.2 102.944 2.9 101.695 1.7 96.337 -3.7
2002 105.946 2.7 104.941 1.9 91.778 -9.8 90.415 -6.1
2003 108.918 2.8 106.949 1.9 110.048 19.9 105.031 16.2
Forecast
2004 111.041 1.9 109.242 2.1 104.776 -4.8 98.352 -6.4
2005 113.398 2.1 110.121 0.8 103.499 -1.2 96.075 -2.3
2006 116.121 2.4 111.490 1.2 103.215 -0.3 95.532 -0.6
2007 119.428 2.8 113.346 1.7 105.891 2.6 97.842 2.4
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Table A5.1
Washington Resident Population and Components of Change*
(Thousands)
Percent Net
Population Change Change Births Deaths Migration
1970 3413.2 16.2 0.5 59.9 30.0 -13.7
1971 3436.3 23.1 0.7 60.0 29.8 71
1972 3430.3 -6.0 -0.2 53.1 30.4 -28.7
1973 34443 14.0 0.4 47.7 30.4 -3.3
1974 3508.7 64.4 1.9 48.2 29.9 46.1
1975 3567.9 59.2 1.7 50.1 30.3 39.4
1976 3634.9 67.0 1.9 51.4 30.2 45.8
1977 3715.4 80.5 2.2 54.2 29.1 55.4
1978 3836.2 120.8 3.3 57.3 30.4 93.9
1979 3979.2 143.0 3.7 60.2 30.2 113.0
1980 4132.2 153.0 3.8 65.4 31.3 118.9
1981 4229.3 97.1 2.4 68.2 31.8 60.8
1982 4276.5 47.3 1.1 70.1 31.7 8.9
1983 4307.2 30.7 0.7 69.5 325 -6.2
1984 4354.1 46.8 1.1 68.5 33.2 11.6
1985 4415.8 61.7 1.4 69.1 34.0 26.6
1986 4462.2 46.4 1.1 70.2 34.0 10.2
1987 4527.1 64.9 1.5 69.3 34.4 30.0
1988 4616.9 89.8 2.0 71.0 36.0 54.8
1989 4728.1 11.2 2.4 73.0 36.0 74.2
1990 4866.7 138.6 2.9 76.4 36.2 98.5
1991 5021.3 154.6 3.2 79.1 36.6 112.1
1992 5141.2 119.8 2.4 80.2 37.2 76.8
1993 5265.7 124.5 2.4 79.1 39.4 84.8
1994 5364.3 98.6 1.9 78.2 395 60.0
1995 5470.1 105.8 2.0 775 40.0 68.3
1996 5567.8 97.7 1.8 77.0 41.2 61.8
1997 5663.8 96.0 1.7 78.0 42.6 60.6
1998 5750.0 86.3 1.5 78.8 41.6 49.0
1999 5830.8 80.8 1.4 79.8 43.1 44.2
2000 5894.1 63.3 1.1 79.9 43.7 27.2
2001 5974.9 80.8 1.4 80.7 43.9 44.0
2002 6041.7 66.8 1.1 79.3 44.9 32.4
2003 6098.3 56.6 0.9 78.9 45.4 23.1
Forecast
2004 6163.6 65.3 1.1 81.2 46.9 31.1
2005 6233.1 69.5 1.1 82.8 47.7 34.4
2006 6310.6 775 1.2 84.5 48.3 41.4
2007 6389.5 78.9 1.3 85.3 49.0 42.6

* As of April 1 of Each Year
Source: Office of Financial Management
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Table A5.2
Washington Population*
(Thousands)
Actual Forecast
2002 2003 2004 2005 2006 2007
Total Population 6041.7 6098.3 6163.6 6233.1 6310.6 6389.5
Percent Change 1.1 0.9 1.1 1.1 1.2 1.3
Age 17 and Under 1522.8 1520.2 1521.1 1526.0 1533.0 1540.3
Percent of Total 25.2 24.9 24.7 24.5 24.3 24.1
Age 6-18 1130.0 1128.3 1127.8 1127.6 1129.2 1131.9
Percent of Total 18.7 18.5 18.3 18.1 17.9 17.7
Age 18 and Over 4518.9 4578.1 4642.5 4707.1 A4777.6  4849.2
Percent of Total 74.8 75.1 75.3 75.5 75.7 75.9
Age 21 and Over 4257.2 4313.9 4376.1 4439.5 4507.8 4578.0
Percent of Total 70.5 70.7 71.0 71.2 71.4 71.6
Age 20-34 1255.0 1263.6 1272.3 1276.0 1286.6 1302.5
Percent of Total 20.8 20.7 20.6 20.5 20.4 20.4
Age 18-64 3841.7 3891.7 3946.8 4000.1 4057.8 4113.4
Percent of Total 63.6 63.8 64.0 64.2 64.3 64.4
Age 65 and Over 677.2 686.4 695.6 707.0 719.8 735.7
Percent of Total 11.2 11.3 11.3 11.3 11.4 11.5

* As of April 1 of Each Year
Source: Office of Financial Management
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Glossary

Biennium: The state’s two years budget cycle. The 1997-1999 biennium started on July 1, 1997 and
ends June 30, 1999. The current 1999-2001 biennium started July 1, 1999 and ends June 30, 2001.

Cash Bag's. Cash receiptsreceived during aperiod. The Forecast Council forecasts revenues on aCash
and GAAP (Generdly Accepted Accounting Principles) basis.

CPI: The Consumer Price Index for All Urban Consumers. The Bureau of Labor Statistics (BLS) up-
dates the CPl monthly, surveying over 60,000 goods in 85 urban areas. The BL'S also produces a bi-
monthly Sesttle-Tacoma-Bremerton CHI.

Tax Elagticity: A measure of how tax revenues respond to changes in persona income. If tax revenue
eladticity isgreater than one, aone percent change in personal incomewill be associated with morethan
aone percent increase in tax revenues. If elasticity isless than one, a one percent increase in persona
income will be associated with less than a one percent increase in tax revenues.

Fiscal Year: The state's budget year. Washington State's fiscal year runs from July 1 through June 30.
Fiscal year 1999, for example, ran from July 1, 1998 through June 30, 1999.

GAAP Bass: Generally Accepted Accounting Principles measure revenue in the period during which
they accrue rather than the period in which they are received.

General Fund: Accountsfor al financial resources and transactions not accounted for in another fund.
General Fund-Sate Revenue: Resources from state sources only, excludes federa monies.

Implicit Price Deflator for Per sonal Consumption Expenditures(1PD): The IPD isaby-product of
the National Income and Product Accounts. It isderived by dividing current dollar (nomina) consumer
expenditures by constant dollar (real) consumer expenditures.

Mortgage Rate: The average interest rate on 25 year conventional loan (as reported by the Federa
Home Loan Bank Board).

Non-Wage Income: Persona income other than from wages and salaries. The mgor components are:
proprietor’sincome, transfer payments, and dividends, interest and rent.

Real GDP: Gross Domestic Production adjusted for the price level.

Per sonal Income: Incomefrom wagesand salaries; other [abor income; proprietor’sincome; dividends,
interest and rent; transfer payments; and aresidence adjustment. It isreduced by employee contributions
for social insurance.

Seasonally Adjusted: Adjusted for normal seasonal variations. Monthly statistics, such as the unem-
ployment rate, are seasondly adjusted to make month-to-month comparisons possible.

Wage and Salary Employment: Civilian nonfarm payroll employees. The self-employed, farm work-
ers, members of the armed forces, private household employees, and workers on strike are excluded.
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