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L. INTRODUCTION AND BACKGROUND TO REVENUE FORECAST

This report represents the conclusion to the fall forecast for the December 1st statutory reporting
deadline of the Revenue Forecasting Committee (RFC). A description of the revenue forecasting
process is provided in Appendix F. This report and appendices provide a description of all the
key elements of the General Fund and Highway Fund revenue forecasts. In addition to the
statutorily required updates of General Fund and Highway Fund, the RFC also includes forecasts
of revenue accruing to the Fund for a Healthy Maine and the dedicated revenue from the
Medicaid/MaineCare provider taxes. This forecast updates the current revenue forecasts through
the fiscal year ending June 30, 2011 and adds new revenue projections for the fiscal years ending
June 30, 2012 and June 30, 2013. This forecast also reflects all legislative changes through the
1¥* Special Session of the 123™ Legislature and the effect of the November referendum vote on
the People’s Veto of the tax changes to fund the Dirigo Health initiative. This forecast is also
driven by the recent revisions to the underlying economic forecast of the Consensus Economic
Forecasting Commission (CEFC), which the CEFC concluded for its November 1¥ reporting
deadline. The RFC met on November 21 to deliberate and discuss the recommendations of
Maine Revenue Services and the results of the RFC subcommittee that reviewed the other
revenue categories not covered by Maine Revenue Services.

A. Economic Forecast Update

The December 2008 revenue update began with the fall economic forecast in October. The
Consensus Economic Forecasting Commission (CEFC) met on October 16® to review and
update its February 2008 forecast. After that meeting, the CEFC felt the need to meet again by a
conference call to further lower projections of job growth and personal mncome, a testament to
the uncertainty and volatility of the current economic situation/crisis. Table I-A below
summarizes the incremental change of the CEFC forecast. The full report of the CEFC is
included m Appendix E.

TABLE I-A

Consensus Economic Forecasting Commission
Comparison of February 2008 and November 2008 Economic Forecasts

Calendar Years 2008 2009 2010 2011 2012 2013
* Wage & Salary Employment (Annual Percentage Change)
> Consensus 2/2008 0.0 0.6 0.7 0.6
> Consensus 11/2008 -0.2 -0.7 0.4 1.0 0.8 0.7
Difference -0.2 -1.3 -0.3 0.4
* Personal Income (Annual Percentage Change)
> Consensus 2/2008 3.5 4.1 4.2 4.1
= Consensus 11/2008 3.7 2.6 39 4.0 4.3 4.3
Difference 0.2 -1.5 -0.3 -0.1
* Consumer Price Index (Annual Percentage Change)
> Consensus 2/2008 2.3 2.1 2.1 2.2
= Consensus 11/2008 44 25 2.5 2.2 2.2 22
Difference 2.1 0.4 0.4 0.0

Revenue Forecasting Committee — December 2008 Report Page 1



The latest CEFC forecast projects a slowdown in national and state economic activity in 2008
and 2009, with a slow recovery starting in 2010. The adjustments the CEFC made to its February
economic forecast primarily reflect changes in macroeconomic conditions — the continued
weakness in the US housing market, volatility in energy prices, significantly reduced consumer
and business spending and confidence, and the on-going stresses in the financial system — as well
as expected changes in employment due to the closure of the Brunswick Naval Air Station
starting in mid-2009. In considering these changes, the CEFC referred to economic forecasts
from Global Insight, Moody’s Economy.com, and the New England Economic Partnership
(NEEP), all of which projected lower growth than previously forecast.

The CEFC is projecting challenging, but not catastrophic times ahead for Maine. Employment
and income are now forecast to be lower than projected in February, but still better than
headlines would lead one to believe. Maine will experience a tough fourth quarter, resulting in
negative job growth for the year of -0.2%. 2009 will also see job losses (-0.7%), exacerbated by
the closing of NAS Brunswick, and slow income growth. A slow economic recovery will start in
2010, with a return in 2011-2013 to historical trends in employment and income growth.

B. Capital Gains Forecast

A major variable that is not included in the economic forecast of the CEFC is a projection of net
capital gains. This variable has introduced some significant volatility into the forecast of
individual income tax collections since Maine’s exceptional capital gains growth during the
stock market “bubble” of the late 1990°’s. The RFC and Maine Revenue Services, like their
counterparts in other states and the federal government, have had much difficulty trying to
accurately forecast this variable. Maine data is not captured at the state level and may only be
accessed through federal tax data. That information is shared by the Internal Revenue Service
with Maine Revenue Services, but it lags by as much as 2 years. Since November 1999, Maine
Revenue Services has been required to provide a report on the net capital gains and losses
realized by taxpayers filing Maine individual income tax returns. Due to the timing of the
release of federal tax data this year, that report is included as a separate appendix to this report
(see Appendix H). Table I-B on page 3 summarizes the current assumptions. The major
differences from the assumptions included in the March 2008 report are:

e Tax year 2007 projections were increased substantially from 8% growth to nearly 30%
growth based on updated data from the IRS;

e 2008 projections of net capital gain realizations are now assumed to decline by 50%
due to the performance of the financial markets in the last half of 2008, previously a
15% decline had been assumed; and

e Projections for 2009 through 2013 have been adjusted to reflect the more abrupt decline

in 2008, resulting in a slightly lesser decline in 2009 projections, no growth in 2010 and
then modest growth beginning in tax year 2011.
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Table I-B
Maine Resident - Net Capital Gains

Capital Capital Capital
Capital Gains Capital Gains Tax | Gains % of
Gains Realizations | Gains Tax Liability Resident
Tax | Realizations | Annual % Liability Annual % Tax
Year | ($ Millions) Change ($ Millions) Change Liability
1995 $551.7 $38.3 6.2%
1996 $799.7 45.0% $57.3 49.6% 8.4%
1997 $1,218.7 52.4% $104.5 82.4% 13.6%
1998 $1,551.0 27.3% $120.0 14.8% 13.9%
1999 $1,867.2 20.4% $141.7 18.1% 15.5%
2000 $2,360.4 26.4% $179.6 26.7% 17.3%
2001 $1,079.3 -54.3% $74.1 -58.7% 7.6%
2002 $908.8 -15.8% $59.1 -20.3% 6.1%
2003 $1,069.4 17.7% $69.4 17.4% 6.8%
2004 $1,526.9 42.8% $104.9 51.2% 9.2%
2005 $1,960.3 28.4% $137.0 30.6% 11.3%
2006* $2,266.9 15.6% $159.9 16.7% 12.4%
2007* $2,945.5 29.9% $215.1 34.6% 15.5%
2008* $1,473.1 -50.0% $98.8 -54.1% 7.5%
2009* $1,325.7 -10.0% $87.4 -11.6% 6.6%
2010* $1,325.8 0.0% $86.4 -1.1% 6.3%
2011* $1,378.6 4.0% $92.1 6.6% 6.5%
2012* $1,437.7 4.3% $96.7 5.0% 6.6%
2013* $1,499.5 4.3% $100.6 4.0% 6.6%

* Represents Projections

C. Corporate Profits

Corporate profitability is a major variable of the tax models that drives the corporate income tax
forecast. As with capital gains, this variable is not part of the CEFC economic forecast. The
RFC used Global Insight’s November 2008 forecast of pre-tax corporate profits. Table I-C on
the next page presents a comparison of Global Insight’s forecasts used in the March 2008
forecast and the current national forecast, which calls for a 13.9 decrease in calendar year 2008,
then a moderate increase in profitability in calendar year 2009 (2.9%), a stronger rebound in
2010 and a modest increase in 2011. The dominant taxpayers in Maine’s corporate income tax
liability mix have shifted to national retailers and energy companies. As a result, Maine is
insulated from significant regional variances in corporate profitability as a result of Maine’s
method of corporate income taxation. For national companies operating in Maine, the amount of
corporate income tax due to Maine is calculated by apportioning total profits earned in the
continental United States by the amount of business that they conduct in Maine based on sales.
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Table I-C
Corporate Profit Growth (Percentage Annual Change)
2006 2007 2008 2009 2010 2011

March 2008 Forecast 143% 4.2% -148% 209% -0.1% 0.7%
December 2008 Forecast 15.6% 0.7% -13.9% 2.9% 9.7% 1.3%
D. Oil Prices

Recent experience in Maine’s sales tax collections seems to demonstrate a substantial effect from
variations in oil prices, which is most noticeable during the winter months. Sales tax collections
dropped below budgeted projections at about the same time as energy prices began their steep
ascent in the spring of 2005. Maine Revenue Services has added this variable to the sales and
excise tax model so that the model might better capture the effect that oil and fuel price changes
have on taxable sales and fuel purchases. Relying on Global Insights’ November 2008 US
economic forecast, the RFC used the assumption that oil prices, which are currently in the $60
per barrel range and have spiked above the $140 per barrel mark, will average out to $101.36 for
calendar year 2008. The assumption is that oil prices will remain in the $60 per barrel range
through 2010. This is roughly $15 per barrel lower than the March 2008 forecast’s assumptions.
The difference between this forecast and the March 2008 forecast is an increase in calendar year
2008 and a 2009 average that is roughly $22 per barrel lower.

Table I-D
Oil Price Assumptions
(West Texas Intermediate - Price per barrel - Calendar Year Average)
2006 2007 2008 2009 2010 2011
March 2008 Forecast $66.12 $72.18 $78.53 $74.33 $74.02 $73.42
December 2008 Forecast $66.12 $72.18 $101.36 $52.75 $63.25 $80.38

E. Legislative Changes

The RFC bases the revenue forecast on current law. This forecast now incorporates all
legislative changes through the 123" Legislature’s 2" Regular and 1% Special Sessions that were
held from January 2008 to April 2008. The repeal by the People’s Veto of certain tax and
revenue provisions to support the Dirigo Health program enacted by PL 2007, c. 629 has also
been factored into this forecast. Table I-E on following page summarizing the effect of
legislation enacted during the 2008 sessions excludes the additional General Fund revenue
generated by PL 2007 c. 629. In the December 2007 and March 2008 reports, a revenue transfer
provision affecting the Fund for a Healthy Maine enacted during the 1% Regular Session in 2007
was not factored into the tables summarizing Fund for a Healthy Maine revenue. That oversight
is corrected in this report.
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Table I-E

Summary of Legislative Changes
123rd Legislature, 2nd Regular and 1st Special Sessions
General Fund

FYQ08 FYQ09 FY10 FY11
Sales Tax ($176,600) $270,793 $391,027 $405,430
Individual Income ($484,904) | $2,874,506 $2,835,459 $1,826,865
Corporate Income $0 | $7,824,770 $1,454,901 $2,009,113
Cigarette Tax $0 $0 $21,906 $22,344
Prop. Tax - UT $0 | ($124,137) ($132,127) ($136,068)
Investment Earnings ($1,370) $820,000 $1,000,000 $1,000,000
Revenue Sharing $33,737 | ($559,472) ($243,432) ($220,554)
Lottery Transfer $320,000 | $2,215,000 $2,200,000 $2,200,000
Other Revenue $115 | $13,434,447 | ($1,758,971) | ($1,020,038)
Totals ($309,022) | $26,755,907 $5,768,763 $6,087,092

Highway Fund

FYO08 FYQ09 FY10 FY11
Fuel Taxes $0 |  ($20,875) | ($18,834,462) | ($19,085,759)
Motor Vehicle Reg. & Fees $0 | $13,179,050 | $15,776,450 | $15,766,950
Fines ($1,000) $0 $0 $0
Other Revenue $0 | ($108,083) | ($15,676,283) | ($15,676,783)
Totals ($1,000) | $13,050,092 | ($18,734,295) | ($18,995,592)

1. OVERVIEW OF REVENUE PROJECTIONS

This section provides a summary of the revenue projections in this forecast. These summaries
are supplemented by additional detail in 4 corresponding appendices, which provide descriptions
of the major revenue categories. Appendix G contains the materials presented by Maine
Revenue Services on November 21% to support the forecast recommendations for the major tax
categories.

A. General Fund

As expected, increasing recognition that the national economy is in worse shape than assumed by
the previous (March 2008) revenue forecast has meant sizeable reductions in most of the major
tax lines. With tightened credit markets, increased unemployment and the plunge in the stock
market, consumer confidence has eroded and spending has dropped. Although lower fuel prices
and any additional federal economic stimulus initiatives should help disposable income, the
severity of the economic decline has required further revenue reductions. The effect is
particularly acute in the short-term as the new forecast for FY09 for total General Fund Revenue
represents a 4.3% decline from FYO08 levels and then only modest growth for the next two years,
0.5% and 1.6% respectively. The FYQ9 decline is driven primarily by Corporate and Individual
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Income Taxes and Estate Tax. In addition, tax lines associated with consumption, such as the

sales tax and cigarette excise tax, are now projected to be lower in FY09 by $23.8 million and in
the 2010-2011 biennium by $85.1 million.

Table II-A - General Fund Summary

FYO08

Actual FY09 FY10 FY11 FY12 FY13
Current Forecast $3,087.818,992 | $3.095.374.998 | $3.146,183.758 | $3.168,987.904
Annual % Growth 2.3% 0.2% 1.6% 2.4%
Net Increase (Decrease) ($140,340.829) | ($177.152,264) | ($152,711.369)
Revised Forecast $3,087.818,992 | $2.955.034.169 | $2.969,031.494 | $3.016.276.535 | $3.107,064.427 | $3.190.005.450
Annual % Growth 2.3% -4.3% 0.5% 1.6% 3.0% 2.7%

Summary of Revenue Revisions by Major Revenue Category

Sales and Use Tax ($20.306.608) | ($37.365.436) | ($39.870.977)
Service Provider Tax 30 30 $0
Individual Income Tax ($76.441.151) | (874.400.720) | ($66.822.641)
Corporate Income Tax ($28,090.000) | ($29.860.000) | ($24.586.103)
| Cigarette and Tobacco Tax ($3.459.658) ($3.974.048) ($3.916.438)
Public Utilities Tax $1.145.602 30 $0
Insurance Companies Tax ($5.190.769) ($5.609.734) ($6.031.464)
Estate Tax ($14.236.055) | ($17.038.006) |  ($1.455.740)
Prop. Tax - Unorganized Territory $740.341 $648.122 $454.783
Income from Investments $3.618.740 ($1,974.593) ($1.857.990)
Transfer to Municipal Rev. Sharing $6,366.727 $7.364.561 $6.826.546
Transfer from Lottery Commission ($500.000) ($500.000) ($500.000)
Other Revenues ($3.987.998) | ($14.442.300) | (514.951.345)
Total Revisions - Increase (Decrease) ($140,340,829) | (5177,152,264) | (5152,711,369)

Individual Income Tax is reduced by $76.4 million in FY09 and by $141.2 million over the
2010-2011 biennium. A reduction in assumed capital gains tax liability is a major factor that
adds to the negative impact in this category from other economic parameters, particularly lower
personal income, fed through the tax model.

The slowing national economy i1s expected to reduce estimates of corporate income tax receipts

by $28.1 million in FY09 and by $54.4 million in the 2010-2011 biennium.

Because of reduced home sales, the RFC projects a reduction in the Real Estate Transfer Tax of
just under $1 million m FY09 and $4.0 mallion in the 2010-11 biennium.

The Estate Tax is reduced by $14.2 million in FY09 and by $17.0 million in FY10. FY11 is
reduced by much less, $1.5 million, because the Estate Tax will be fazed out completely by the

end of that year.

Insurance Companies Tax is reduced by $5.2 million in FY09 and by $11.6 in the 2010-2011

biennium.
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Parimutuel and Gaming Revenue, revenue from the “Racino”, is reduced by $3.6 million in
FY09 and by $9.2 million in the 2010-2011 biennium.

Unclaimed Property Transfers are reduced by $7.1 million in FY09 and by $10.6 million in the
2010-2011 biennium. This arises from assumptions that the value of sold equities will be lower
than previously expected and that less property may go unclaimed.

Appendix A provides additional explanations and detail of the General Fund revenue changes
recommended in this forecast.

B. Highway Fund

Highway Fund revenues are projected lower by $8.4 million in FY09 and $11.2 million in the
2010-2011 biennium. High o1l prices, which spiked over the summer, have lowered Fuel Taxes
revenue by decreasing demand for gasoline. Despite the recent sharp decline in fuel prices, the
demand is not expected to rise quickly because of the distressed economy. As the economy
improves demand should pick up through FY10 until fuel prices eventually rise again. The
gasoline tax, like other consumption taxes, is the most severely affected, while diesel fuel
consumption seems to be less affected by consumer decisions.

Table II-B - Highway Fund Summary

FY08

Actual FY09 FY10 FY11 FY12 FY13
Current Forecast $328.136.579 | $350.242.726 | $328.233.831 | $331.962.554
Annual % Growth -0.8% 6.7% -6.3% 1.1%
Net Increase (Decrease) $0 | ($8.384.119) | ($5.552.253) | ($5.696.819)

Revised Forecast $328.136.579 | $341.858.607 | $322.681.578 | $326.265.735 | $328,629.895 | $331.798.186
Annual % Growth -0.8% 4.2% -5.6% 1.1% 0.7% 1.0%
Summary of Revenue Revisions by Major Revenue Category
Fuel Taxes ($4.405.842) $406.187 | ($1.430.380)
Motor Vehicle Registration & Fees ($3,123,001) | ($5.620.366) | ($4.170.838)
Inspection Fees ($258.109) ($102.964) ($108.849)
Fines, Forfeits and Penalties $0 $0 $0
Income from Investments ($596.228) ($733.354) ($615,287)
Other Revenues ($939) $498.244 $628.535
Total Revisions - Increase (Decrease) ($8,384,119) | (55,552,253) | (55.696,819)

The RFC has also lowered revenue estimates for motor vehicle registration fees and title fees
necessitated by reduced assumptions for auto sales. Some of this is not consumption-driven and
1s related to competition for long-term trailer registrations.

Reduced Highway Fund balances and lower earnings rates in the Treasurer’s Cash Pool also
contribute to lower revenues.

See Appendix B for additional detail of the Highway Fund revenue changes recommended in the
table on the previous page.
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C. Fund for a Healthy Maine (FHM)

The Fund for a Healthy Maine (FHM) revenue forecast is revised downward to reflect lowered
assumptions for slot machine revenue and an increased lag time for recovery of disputed tobacco
settlement payments curmrently in legal proceedings. See Appendix C for the additional
explanations of the changes summarized below.

Table II-C - Fund for a Healthy Maine Summary

FY08 Actual FY09 FY10 FY11 FY12 FY13
Cuwrent Forecast $62,044.739 | $65,614.578 | $70.462.845 | $69.510.670
Annual % Growth 21.8% 5.8% 7.4% -1.4%
Net Increase (Decrease) ($1.228.388) [ ($6.702.060) | ($5.031.855)
Revised Forecast $62.044,739 | $64.386.190 | $63.760.785 | $64.478.815 | $70.939.420 | $71.202.694
Annual % Growth 21.8% 3.8% -1.0% 1.1% 10.0% 0.4%

Summary of Revenue Revisions by Major Revenue Category

Base Payments

$440,082

($4.617.183)

($2.862.514)

Racino Revenue ($1.633.303) | ($2.068,988) | ($2,162.,430)
Income from Investments ($36.067) ($15.889) (36.911)
Total Revisions - Increase (Decrease) (51,228,388) | (56.702,060) | (55.031,855)

D. MaineCare Dedicated Revenue Taxes

Medicaid/MaineCare Dedicated Revenue Taxes are revised downward in FY09 by $.36 million
and upward by $.72 mullion for the 2010-2011 biennium. The adjustments are based on updated
trends indicating a drop in the Nursing Facility Tax offset by increases in the Hospital Tax and
Service Provider Tax.

Table II-D - Medicaid/MaineCare Dedicated Revenue Taxes Summary

FYO08 Actual FY09 FY10 FY11 FY12 FY13
Current Forecast $130.173.249 | $141.414.054 | $142.385.798 | $144.241,149
Annual % Growth 3.6% 8.6% 0.7% 1.3%
Net Increase (Decrease) ($356.755) $402,580 $321.586
Revised Forecast $130.173.249 | $141,057.299 | $142,788.378 | $144.562,735 | $146.381.450 | $148.245.634
Annual % Growth 3.6% 8.4% 1.2% 1.2% 1.3% 1.3%
Summary of Revenue Revisions by Major Revenue Category
Nursing Facility Tax ($1,993.113) | (82,092,525) | ($2.194.,421)
Residential Treatment Facilities Tax $154.457 $152,858 $151.219
Hospital Tax * $100.,047 $938.402 $938.402
Service Provider Tax (PNMIs) $1.381.854 $1.403.845 $1.426,386
Total Revisions - Increase (Decrease) (5356,755) $402,580 §321,586
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111. CONCLUSIONS

The RFC has in past reports expressed its concern over the economic variables that drive the
revenue forecast. With extreme uncertainty surrounding the national economy, that concern
has never been as great as it is now for the December 2008 forecast. The severe credit crisis, a
distressed housing market, rising unemployment, reports of instability at any number of
financial institutions and lowered corporate profitability have all dealt blows to consumer
confidence. Government intervention, both real and anticipated, and the debate surrounding
the intervention, have contributed to the uncertainty about the depth and duration of the
current economic downturn. The realization that one of the factors keeping oil prices low is
the dampening impact of global economic downturn has created additional anxiety over long-
term oil prices. Nowhere has the anxiety been more visible than in the massive decline and
marked volatility of the stock market, where millions of investors have watched their savings
and future pensions disappear in a few short months. The timing and effectiveness of any
additional stimulus package cannot be predicted. Under these turbulent conditions, the RFC
must account for a greater level of uncertainty when estimating revenue from capital gains,
auto sales, corporate profits, personal income and other sources. With this in mind, the RFC
has, with guidance from the CEFC, done its best to estimate revenues under these challenging
conditions.
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Professor of Economics
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Summary

The Maie Consensus Economic Forecasting Commission (CEFC) convened on October 16,
2008 to revise its February 2008 forecast. The new forecast projects a slowdown in national
and state economic activity in the fourth quarter of 2008 (reflected in revised 2008 estimates)
and into 2009. Since the commission’s last meeting in January, the continued decline of the
housing market coupled with a rapid rise in energy costs has further reduced consumer and
business spending and stressed the financial system. Despite federal interventions such as the
economic stimulus package and the $700 billion rescue bill, economic conditions have
continued to weaken, leading to job losses, a credit freeze, and significant anxiety among
consumers and business owners. The underlying weakness of the national economy, along
with the impacts of the closure of Naval Air Station Brunswick in 2009 are the primary
reasons for the current reductions in the CEFC’s Maine economic forecast.

The commission is projecting modest losses in Maine non-farm wage and salary employment
in 2008 and 2009 (-0.2% and -0.7%, respectively), followed by a slow recovery starting in
2010. The forecast for personal income in 2008 1s projected to be slightly above the January
forecast, but has been reduced for 2009 and 2010 as a result of the weak job market. The
commission increased its forecast for the Consumer Price Index (CPI), a measure of
household inflation, to 4.4% in 2008, reflecting the significant rise in energy prices observed
in the first two quarters of this year.

The table below outlines the forecast’s major indicators.

Calendar Years | 2008 2009 2010 2011 2012 2013
Wage & Salary Employment (Annual Percentage Change)
CEFC Forecast 1/2008 0.0 0.6 0.7 0.6 06
CEFC Forecast 11/2008 0.2 -07 04 1.0 08 0.7
Personal Income (Annual Percentage Change)
CEFC Forecast 1/2008 3.5 4.1 4.2 41 42
CEFC Forecast 11/2008 37 26 39 40 43 43
CPI (Annual Percentage Change)
CEFC Forecast 1/2008 2.3 21 21 22 21
CEFC Forecast 11/2008 44 25 25 22 22 22

In making these adjustments, the CEFC drew upon information presented by several state
agencies. The following sections summarize their reports.

Maine Department of Labor

The most recent labor market reports, reflecting employment conditions through August 2008,
show a slow decline in resident and nonfarm wage and salary employment since their peak
near the first of the year, resulting in a slow increase in the unemployment rate. These trends
are consistent with observations from the national labor market. The current unemployment
rate in Maine, 5.5%, is the highest since September 2003. The number of nonfarm wage and
salary jobs in August 2008 1s 2,000 less than in August 2007.



Comparing the first eight months of 2008 to the same period last year, resident employment
increased 1,400, nonfarm wage and salary employment remained flat, and the unemployment
rate increased from 4.7% to 5.1%. Since mid-summer, the number of initial claims for
unemployment insurance (4-week moving average) has risen above comparable rates
observed in each of the past 3 years. Since April 2008, continuing claims have also been
running above averages seen in recent years. Keeping with recent trends, job gains have been
in the industries of health care and social assistance, and professional and business services.
Job losses have been in the construction, manufacturing, trade, transportation, and utilities,
financial activities, government, and information sectors. Wages for the first half of 2008 are
up 3.7% compared to the same period last year.

Maine Revenue Services

The latest taxable retail sales figures indicate that consumer sales are flat year-to-date.
Business operating sales are also starting to decline. Anemic restaurant and lodging sales in
June, July, and August point to a weak summer tourism season. Retail sales in the building
supply and transportation sectors are down 3.6% and 3.7% through the first eight months of
the year compared to the same period last year.

General Fund revenues are about $10 million under budget fiscal year-to-date (-1.6% for July
through September), with the largest component of the variance due to under-budget
corporate income taxes (-16.8%). Revenues from the sales and use tax are up slightly through
the first three months of the fiscal year, but were $2 million down in September (-2.2%). They
are expected to continue to weaken in the near-term, mirroring declines in the underlying
economy. Individual income tax payments are on budget year-to-date; however, this may be
misleading as 2008 payments are based on 2007 income. Expectations are that estimated
payments for the fourth quarter of 2008, a time when many taxpayers reconcile their
estimated income to actual income, may be negligible, bringing growth this year compared to
2007 down from the current level of 4.5% to 3 to 3.5%. The recent downturn in financial
markets will also have a negative impact on 2008 capital gains taxes.

Maine State Planning Office

The latest economic indicators show that the national and state economic outlook has
worsened since the CEFC met in January. The Maine Coincident Economic Activity Index, an
economic indicator that is a proxy for State GDP, decreased 1.0% in August 2008 over
August 2007. Maine’s year-over-year change has been flat or negative since March 2008.
Nationally, for the past 3 months, the indexes have decreased for 35 states (including Maine),
stayed the same for 3, and increased for 12.

Total personal income grew by 4.3% in the first 2 quarters of 2008 compared to the same
period last year, partly due to the federal Economic Stimulus Act of 2008. Increases in
transfer payments partially reflect economic stimulus payments to individuals with low or no
tax liability. Wage and salary income grew by 3.7%.

The Consumer Price Index was 5.4% higher in August 2008 than a year ago. Y ear-to-date,
prices are 4.6% higher than the same period last year. Core inflation, which excludes food and



energy, was 2.5% higher in August 2008 than a year ago, somewhat alleviating pressure on
the Federal Reserve to raise interest rates.

The University of Michigan Consumer Sentiment Survey, a monthly survey that tracks
consumer confidence in the economy, dropped 28% from January to June, but has been
increasing since then.

The price of oil rose dramatically from $89/barrel in January to a peak of just under
$150/barrel in July. Since July, a weakening economy has erased much of those gains, with
WTI currently trading below $80 (as of 10/15/08). There is still much uncertainty over where
the price of oil is heading, as illustrated by divergent forecasts from Global Insights and
Economy.com.

The price of heating oil has also risen dramatically since the beginning of this year, peaking at
over $4.50 per gallon. The price has fallen sharply in the past two months to a statewide
average of $3.62 (as of 10/6/08). This is still about a dollar more than the same time last year.

Existing home sales continue to fall, down over 20% in Maine in each of the first two quarters
of 2008 compared to the same period last year. Building permits for single family homes also
continue to trend downwards, down 40% in August 2008 compared to August 2007, on a
seasonably adjusted basis. Since May 2006, 27 of 28 months have seen negative growth year
over year. Home prices in the Portland—South Portland—Biddeford metropolitan area are down
6% in the second quarter compared to the same period last year. This makes nine consecutive
quarters where prices have remained flat (< 1% increase) or decreased.

Consensus Forecast'

In light of the latest economic data and the resulting changes in the forecast models, the CEFC
made adjustments to its economic forecast. This round of adjustments primarily reflects lower
expectations for national growth and changes in employment at Naval Air Station Brunswick
(NASB) beginning in December 2008. (NASB will experience an initial reduction in force in
12/08 as the first P-3 squadron will be deployed overseas and will not return to Brunswick
upon completion of their assignment. Three additional squadrons are slated to depart in
summer 2009.) In considering these changes, the CEFC referred to economic forecasts from
Global Insight, Economy.com, and the New England Economic Partnership (NEEP), all of
which projected lower growth than previously forecast.

The economic situation for Maine, while worse than thought, is not catastrophic. Employment
and income are now forecast to be lower than projected in January, but still better than
headlines would lead one to believe. Maine will experience a tough fourth quarter, resulting in
negative job growth for the year of -0.2%. 2009 will also see job losses, exacerbated by the
closing of NAS Brunswick, and slow income growth. The CEFC forecasts growth in personal

! In addition to the October 16™ meeting, the CEFC met again by phone on October 29™ to review its preliminary
forecast. This meeting was held to augment information presented at the meeting on the 16™ with additional
economic data that had become available in the weeks after the first meeting. The CEFC consulted updated
forecasts from the New England Economic Partnership (NEEP) and Global Insight. The CEFC incorporated this
additional information into its official forecast, as presented in this report.



income to be 3.6% and 2.6% in 2008 and 2009, respectively. Wage and salary income is
projected to be 3.4% in 2008 and then fall to 2.2% in 2009 before rising to 2.9% in 2010. The
forecasts for personal income from nonfarm proprietors and dividends, interest, and rent have
also been reduced.

A slow economic recovery will start in 2010, with a return in 2011-2013 to historical trends
in employment and income growth. For comparison purposes, the current economic outlook
for Maine may be similar to the recession seen in 1980—-1982: about seven quarters of
employment decline and then six quarters of recovery. In the near-term, Maine’s economic
climate may be worse than the mild recession in the early part of this decade, but better than
the one in the early 1990s.

Because of the current volatility in the national economy, this forecast carries substantially
more risk than past ones. It assumes that the financial crisis will resolve itself shortly, and that
problems for small businesses and state and local governments in securing loans will not
continue.



Maine Consensus Economic Forecasting Commission

November 2008 Forecast

CPI-U* (Annual Change)
Maine Unemployment Rate*
3-Month Treasury Bill Rate**
10-Year Treasury Note Rate™

Maine Wage & Salary Employment*
Natural Resources
Construction
Manufacturing
Trade/Trans./Public Utils.
Information
Financial Activities
Prof. & Business Services
Education & Heath Services
Leisure & Hospitality Services
Other Services
Government

Agricultural Employment

Maine Wage & Salary Employment*
Natural Resources
Construction
Manufacturing
Trade/Trans./Public Utils.
Information
Financial Activities
Prof. & Business Services
Education & Heath Services
Leisure & Hospitality Services
Other Services
Government

Agricultural Employment

Personal Income*
Wage & Salary Disbursements*
Supplements to Wages & Salaries*
Non-Farm Proprietors’ Income*
Farm Proprietors’ Income
Dividends, Interest, & Rent*
Dividends
Interest
Rent
Transfer Payments*
Less: Contributions to Social Ins.
Residence Adjustment
Farm Income

Personal Income*
Wage & Salary Disbursements*
Supplements to Wages & Salaries*
Non-Farm Proprietors’ Income*
Farm Proprietors’ Income
Dividends, Interest, & Rent*
Dividends
Interest
Rent
Transfer Payments*
Less: Contributions to Social Ins.
Residence Adjustment
Farm Income
*CEFC Forecast

2004 2005 2006
27% 34% 32%
4.6% 4 8% 4 6%
1.4% 3.1% 4.7%
4.3% 43% 4.8%

Employment, thousands
611.7 611.7 6147
26 27 27
30.8 30.7 313
63.0 61.4 60.0
1252 1252 1257
11.2 11.2 11.2
349 342 336
496 50.3 520
1109 1122 1141
58.8 59.2 59.9
20.0 20.0 19.7
1047 1048 1044
14.0 18.8 18.0
Annual Growth Rate
0.8% 0.0% 0.5%
4.0% 3.8% 1.5%
1.0% -0.3% 20%
-1.7% -2.6% -2.2%
1.6% 0.0% 0.3%
-0.9% -0.4% 0.6%
-0.6% -2.1% -1.6%
-1.4% 1.4% 3.4%
3.4% 1.2% 1.6%
0.7% 0.7% 1.1%
-1.5% 0.0% -1.4%
1.0% 0.1% -0.3%
-21.3% 34.3% -4.3%
2004 2005 2006
Seasonally adjusted, millions
39487 5 40379.6 424105
202109 20555.7 214103

4902.8 5103.8 52318

30921 3190.3 33291
201 15.2 13.2

61448 57776 6632.2

22333 20330 24526

3416.6 35054 39418
4949 239.2 2377

74606 81318 B8286.8

30835 3166.8 33144
739.8 772.0 8215
1106 8r.7 96.2

Annual Growth Rate

52% 2.3% 50%
4.8% 1.7% 4.2%
41% 41% 25%
14.3% 3.2% 4.3%
-24 1% -13.3%

1.6% -6.0% 14.8%
18.9% -9.0% 20.6%
-5.7% 2.6% 12.5%
-9.4% -51.7% -0.6%
6.1% 9.0% 1.9%
5.0% 27% 4.7%
5.9% 4 3% 6.4%
21.0% -20.7% 97%

History
2007

2.8%

4 7%

4 4%

4 9%

617.4
27
308
591
126.4
11.3
333
53.6
1161
60.1
19.9
104.3
17.6

0.4%
-1.8%
-1.6%
-1.6%

0.6%

0.7%
-1.0%

3.0%

1.8%

0.4%

0.9%
-0.1%
-2.2%

2007

447355
22366.0
5381.7
33955
449
73655
2902.8
4224.3
2384
87850
34652
861.9
118.9

55%
4.5%
2.9%
2.0%
239.9%
11.1%
18.4%
7.2%
0.3%
6.0%
4.5%
4.9%
23.7%

Forecast
2008

4 4%

54%

1.8%

3.5%

616.1
2.6
296
58.4
1252
112
328
547
1179
60.1
19.8
1041
18.4

-0.2%
-5.0%
-4.0%
-1.1%
-1.0%
-1.3%
-1.5%
2.0%
1.6%
0.0%
-0.7%
-0.2%
4.5%

2008

46390.7
23126.5
55109
34091
451
7683.7
31377
42834
2625
93921
36192
842.5
1235

37%
3.4%
24%
0.4%
0.4%
4.3%
8.1%
1.4%
10.1%
6.9%
4.4%
-2.3%
3.9%

2009
2.5%
6.1%
2.5%
5.2%

611.8
25
278
57.2
1227
111
328
555
1196
59.7
19.4
1036
18.4

-0.7%
-2.0%
-6.0%
-2.0%
-2.0%
-0.6%
-0.4%

1.5%

1.4%
-0.6%
-1.8%
-0.4%

0.0%

2009

47596.8
236353
5692.7
35114
46.5
77606
32011
4247.0
3124
9851.8
3764.3
862.9
1285

2.6%
2.2%
3.3%
3.0%
3.0%
1.0%
2.0%
-0.8%
19.0%
4.9%
4.0%
2.4%
4.0%

2010
2.5%
58%
4.0%
5.5%

6143
25
278
575
1222
1.1
33.0
56.4
121.2
60.5
19.2
1027
18.4

0.4%
0.9%
0.0%
0.5%
-0.4%
-0.2%
1.0%
1.7%
1.4%
1.3%
-1.3%
-0.9%
0.0%

2010

494531
243207
5892.0
3641.3
482
8179.6
3303.6
4563.6
3124
104335
39475
885.3
134.0

3.9%
2.9%
3.5%
37%
3T7%
54%
3.2%
7.5%
0.0%
5.9%
4.9%
2.6%
4.3%

2011
2.2%
52%
4.7%
50%

6204
26
281
581
1224
111
3386
583
1237
62.0
191
1014
184

1.0%
1.8%
1.0%
1.0%
0.2%
-0.2%
2.0%
3.3%
2.0%
25%
-0.3%
-1.3%
0.0%

2011

514312
251233
6127.7
37651
498
85559
33571
4886.3
3124
110455
41427
906.7
139.8

4.0%
3.3%
4.0%
34%
3.4%
4.6%
1.6%
1%
0.0%
5.9%
4.9%
2.4%
4.3%

2012
2.2%
4.9%
4.4%
5.1%

6254
26
283
58.0
121.9
111
34.0
599
126.2
63.0
19.0
101.4
18.4

0.8%
-0.1%
0.7%
-0.2%
-0.4%
0.0%
1.2%
2.7%
2.0%
1.7%
-0.4%
0.0%
0.0%

2012

536428
261031
6391.2
3878.0
513
89751
33541
5308.7
3124
11653.6
4336.7
9271
1398

4.3%
3.9%
4.3%
3.0%
3.0%
4.9%
-0.1%
8.6%
0.0%
5.5%
4.7%
2.3%
0.0%

**Maine Unemployment Rate, and 3-month Treasury Bill and 10-year Treasury Bond rates from Moody's Economy_com - September 2007

Remaining lines derived from the CEFC forecast by CEFC staff and reviewed by the CEFC.

2013
2.2%
4.9%
4.4%

629.8
25
283
575
121.4
T4
344
615
128.7
64.1
19.0
101.2
18.4

0.7%
-0.9%
0.0%
-0.9%
-0.4%
0.4%
1.0%
2.7%
2.0%
1.7%
-0.3%
-0.2%
0.0%

2013

550494
27068.9
6678.8
3994.4
529
94239
33374
5773.0
3137
12326.3
45454
949.8
1398

4.3%
3.7%
4.5%
3.0%
3.0%
5.0%
-0.5%
8.7%
0.4%
5.8%
4.8%
24%
0.0%
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APPENDIX F

Historical Background and Methodology of Maine’s Revenue Forecasting Process

History

The Revenue Forecasting Committee was established by Governor John R. McKernan,
Jr. on May 25, 1992 by Executive Order 14 FY91/92 in order to provide the Governor,
the Legislature, and the State Budget Officer with analysis and recommendations related
to the projection of General Fund and Highway Fund revenue. Its creation was in
response to a recommendation by the Special Commission on Government Restructuring.
Committee membership originally included the State Budget Officer, the State Tax
Assessor, the State Economist, the Director of the Office of Fiscal and Program Review,
and an economist on the faculty of the University of Maine System selected by the
Chancellor.

The original Executive Order called upon the Revenue Forecasting Committee (RFC) to
submit recommendations for State revenue projections for the upcoming fiscal biennium,
as well as adjustments to current biennium General Fund and Highway Fund revenue
estimates. In accomplishing its task, the Committee was directed to utilize the economic
assumptions developed by the Consensus Economic Forecasting Commission (CEFC).

In 1995, Public Law 1995, c. 368 enacted in statute the CEFC and the RFC, adopting
both the structure and the intent of the original Executive Order.

Public Law 1997, chapter 655 enacted a number of changes to Title 5, chapter 151-B.
There were three major changes: first, the revenue projections developed by the RFC
would no longer be advisory but would be used by the Executive Branch in setting
budget estimates and out-biennium forecasts; second, the State Budget Officer was
empowered to convene a meeting of the RFC to review any new data that might become
available; and third, the RFC was expanded from five to six members, with the sixth
member being an analyst from the Office of Fiscal and Program Review designated by
the Director of that office.

Public Law 2001, chapter 2, enacted a further change to the appointment process of the
sixth member making that appointment less specific by requiring that member to be non-
partisan staff appointed by the Legislative Council.

Public Law 2007, chapter 539, Part Q enacted a change in the mid-session reporting date
for the 1% Regular Sessions of the Legislature in odd-numbered years, delaying each
report date by 2 months so that the RFC report moved from March 1% to May 1%,



Methodology

Both the General Fund and the Highway Fund revenue projections are actually an
aggregation of several individual revenue source forecasts. For the General Fund, many
departments and agencies collect revenue under different authority. Highway Fund
revenue also has multiple revenue sources, although more limited in number. Since each
of these individual revenue sources is distinctly different in terms of size (and thus
relative importance to total revenue) and factors that influence growth (such as tax law,
economic growth, interest rates, size of lottery jackpots, number of patrolmen, etc.), the
RFC uses different approaches for evaluating various revenue source forecasts.

In order to ensure that the RFC's review process is as efficient and effective as possible, it
divides its revenue line review into three parts:

-Major revenue sources directly tied to economic activity

-Major revenue sources tied to other "non-economic" factors

-Minor revenue sources

Major revenue sources tied to economic forecast

In general, major revenue lines directly tied to economic activity are forecast using
econometric equations. These equations define a mathematical relationship between
historical revenue growth and relevant economic trends, then project revenue growth
based on the defined relationship and expected future performance of the economic
variable chosen. For example, revenues derived from the collection of individual income
tax are very closely tied to growth in Maine personal income. Thus, an equation is
developed that defines income tax revenue in terms of personal income (and other
relevant variables), then the forecast of personal income growth in Maine is used to
estimate future income tax collections. The RFC then reviews the equation, the
underlying economic assumptions, and the overall revenue forecast level to ensure that
they are logical and plausible given our knowledge of current economic conditions and
revenue growth. It is the RFC’s understanding, and truly the spirit of “consensus
forecasting”, that model results need not be blindly accepted and should be closely
examined.

Maine Revenue Services is instrumental in the development of the forecast for the major
taxes, the major revenue sources tied to economic activity. The Research Division
maintains the econometric models that are used to develop the forecast. Maine Revenue
Services also has access to a tax “data warehouse” in order to query tax data and refine
the model outputs and equations. The economic variables forecast by the CEFC are fed
into the models.

Major revenue sources tied to “non-economic” factors and Other Minor Revenue
Sources

Both the major revenue sources tied to other "non-economic” factors and the other minor
revenue sources are generally prepared initially by the department or agency responsible



for collecting the particular revenue stream. Its experience with and expertise in tracking
revenue growth is used in place of an equation to project future revenue activity. For
example, the level of participation in Maine's lottery is not easily or clearly tied to any
particular economic indicator, like income or employment. Revenue derived from lottery
ticket sales can, however, be projected based on past lottery sales, the likelihood of a
large jackpot occurring within a twelve month period and planned changes in product
mix or marketing strategy. Therefore, the Department of Administrative and Financial
Services reviews past lottery trends and evaluates any changes in marketing strategy and
estimates the lottery's revenue performance over the upcoming biennium. Additional
factors reviewed by the RFC include the projected Cost of Goods Sold and
Administrative Expense to arrive at an estimated Net Profit to be transferred to the
General Fund. The RFC then reviews their forecast to ensure that their logic is sound and
to ensure that this particular line forecast is consistent with expectations for other revenue
lines.

To further streamline the review of the hundreds of minor revenue sources, the RFC has
employed a strategy that has the analysts of the Office of Fiscal and Program Review and
the Bureau of the Budget work with the “collecting” agencies to develop the forecast for
each of the hundreds of minor revenue sources. This review is particularly concentrated
in even-numbered years before the beginning of the 1* Regular Session of the Legislature
when the biennial budget for the upcoming biennium is first considered. Agencies are
required to submit their estimates to the Bureau of the Budget as part of the biennial
budget development process in the fall of even-numbered years. Every revenue source
is reviewed by the Office of Fiscal and Program Review and the Bureau of the Budget
with the agencies for consistency with the economic forecast, historic trends and enacted
law changes that may affect future revenue rates, bases or flows.

When preparing a formal review of the biennial budget in odd-numbered years to decide
if revisions are necessary, the RFC uses a similar, though streamlined, process. The
major tax models are re-estimated using any updated economic and capital gains
assumptions as well as current baseline data. The budget to actual performance of the
other revenue lines is examined by a subcommittee of the Budget Office and the Office
of Fiscal and Program Review and, when significant variances exist, the subcommittee
recommends to the full RFC which agencies should develop and present new projections
for the RFC’s consideration.

Length of Forecast

By statute, the revenue forecast must project revenue for the upcoming biennium and the
subsequent biennium. For the start of a biennium, December of even numbered years,
this forecast will encompass a span of 5 fiscal years — the current fiscal year, the next
biennial budget to be approved in the upcoming legislative session and a projection of the
following biennium. This projection for the following biennium was added as a long-
range planning tool to help establish a look at the health of the next biennial budget to be
developed 2 years later and adopted by a new Legislature. This projection of revenue is



combined with projections of expenditures for the General Fund and Highway Fund to
develop estimates of the “structural gap” or “structural surplus” of each fund.

Current Tax Law

The Revenue Forecasting Committee bases all revenue projections on current state tax
law and other state laws with future effective dates that affect state revenue sources. The
Committee is careful to watch for sunsets and future effective dates of laws that will
affect revenue and build those enacted law changes into the forecast. The Committee
does not attempt to second-guess how the law may be changed during the upcoming
Legislative session. The Fiscal Note Process overseen by the Office of Fiscal and
Program Review establishes and tracks the revenue effects associated with legislative
changes. These legislative revenue changes are then included in the base revenue
forecast. The Revenue Forecasting Committee at its next meeting then adopts or amends
those estimates of the legislative revenue changes.

Forecast Schedule

The Revenue Forecasting Committee has 2 statutory reporting dates each year: one
before the start of each regular session of the Legislature on December 1% and the other
during the regular session, March 1% in even-number years for the shorter 2™ Regular
Session and May 1* for the longer 1* Regular Session in odd-numbered years. The
timing of these reports is based on the schedule of the budget process and the
Legislature’s session schedule. The Governor is required to submit a biennial budget
during the first regular session of each Legislature. That process begins in even-
numbered years with agencies submitting budget requests by September 1%, That
process concludes when the Governor submits his budget proposals to the Legislature by
a statutory deadline, the first Friday after the 1 Monday in January (approximately one
month later for a newly elected Governor). The revenue forecasting fall forecast begins
with the economic forecast by the CEFC that must report by November 1. The
December 1* deadline of the revenue forecast provides the Governor with an update of
the revenue forecast that the Governor must use as the basis for submitting balanced
General Fund and Highway Fund budgets. That first forecast of the biennium updates the
current projections for the upcoming budget biennium and it provides the first projections
of the following biennium.

In December of odd-numbered years, the forecast is updated for the next legislative
session (the 2" Regular Session of the Legislature) that begins in January of even-
numbered years. The March 1% or May 1* reporting deadlines, depending on the year,
are scheduled to provide the Legislature with a “mid-session” update so that they might
have the most up-to-date forecast for the conclusion of their budget decisions.
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Maine Revenue Services' Recommendations to the Revenue Forecasting Committee

Sales & Use and Service Provider Taxes
individual income Tax {(Excluding BETR and T&R)
Corporate income Tax

Tax and Rent Program

Cigaretie & Tobacco Taxes

Estate Tax

Real Estate Transfer Tax

insﬂrancé Premiums Taxes

Telecommunications Property Tax

Transfer to Toursim Marketing Fund

EY2009

{$20,771,604)
($74,372,000)
($28,090,000)
{$2,069,151)
{$3,459,658)
($14,236,055)
($944,967)
($5,190,769)
$1 ,145,602

($78,530)

EY2010

FY2011

{$37,872,704}
(870,150,000}
($29,860,000)
($4,250,740}
*($3,974,048)
($17,038,096)
($1,788,947)
($5.600,734)
$0

$54,085

{$40,378,245)

($62,415,000)

{$24,586,103)

($4,407,641)
($3.916,438)
($1,455,740)
($2,226,450)
($6,031,464)

| $0

($73,009)

Biennium
($78,250,949)
{$132,5685,000}
($54,446,103)
(38,658,381)
($7,890,486)
($18,493,8386)
($4,015,397)
{$11.641,198)
30

($18,924)

Total Adjusiments to Current Forecast

General Fund
Local Government Fund

' ($148,067,132)

($141,576,691)
($6,284,914)

Highway Fund (Motor Fuel Taxes) (54,405,842)

{$170,490,184) {$145,480,090)

{$163,099,245) (3138,637,166)

($7,169,901)
$406,187

($6,623,726)
($1,024,183)

($315,961,350)

($301,736,411)
(813,793,627)
($618,006)

20-Nov-08
1:47 PM



STATE OF MAINE

ndedicated Revepues - Genernl Fund

Far tite Twelvily Month Ended Jone 30, 7008
Rar the Fiscal Year Ending Jone 20, 2008
Comparison to Budget

Safes =nd Use Tax

Servize Provider Tax‘

Iaisdhdiduxl Imcome Tax

Corporate Income Tax

Cigaratte tnd Tebaceo Tax

Pubdic Utilitier Tax

Insurance Cemprnies Tax

Estate Tax

Praperty Tax - Uznorg Taoritary
Inceme from Tnvestments
Transfer to Municipaf Revenys Sharing
Transfer from Lottery Commissinn

Other Hevennes

Totai Collecied

NOTES: €I} Included in the above s $21,143,128 for the month and $135,828,176 year to date, that was sei aside for Revenue Sharing with cities and towns.

-EXHTBIT )

_ Month Yzar ta Date
Total Budgeted
Varlance Parcent Yarance Percant Fiscal Yoar
Actual Bodget Overi{uuder) QOverf{under} Actust Bzuilget Cverf(under) Orverf{yudery Ending 6-30-2602
175,304,525 177,518,752 1,795,773 1.0% 983,057,278 978,060,502 14,386,776 0.5% 978,060,502
H,403,232 B, 602,218 201,033 2.3 52,100,664 51,181,910 918,754 1.8% §1,18%,91C
133;742,335 189,637,583 {894 ,658) (0.5%} 1,443,468,204 3,400,047,321 43,420,883 3.1 1,400,047 ,321
37,720,462 41,600,000 {3,879,533) 19.3%; 184,514,568 1P2,170,000 1,344,568 1.3% 162,170,000
13,122,372 14,289,458 11,167,126) {B.2%} 150,499,432 154,746,180 {4,2B5,748) {2.8%) 154,785,180
- - - - 16,858,472 17,478,987 {515,5155 13.5%) 17,476,987
22,751,026 24,718,324 11,56%,296) {8.0%; 12,282,532 7E,751,673 (4,459,141 (B, 8%y 75,751,673
i0,795,990 10,663,240 133,750 1.3% 39,890,577 44,562,240 :54,671,6533 {10.5%) 44,562,240
1,97%;,&17 2,208,511 (230,104} i-lu‘u:) 12,217,081 12,611,986 {334,905} (3.1%) 14,611,965
(419,573} A98, 830 {918,163 {205.2%) 1,074,143 950,648 " 123,485 13.0% . 950,848
¢21,343,126) (21,285,288} 142,162 0.7% (135,820,1756) {133,184,448) (2,635,728} {2.0%) {133,184,448)
3,904,822 6,076,479 {1'-'3..55’.‘)‘ {4.2%) 49,491,088 49,154,250 336,836 '0.‘1&- 49,154,250
34,175,627 27,11%,055 7,058,572 76.0% 218,175,129 206,171,173 12,003,856 5.8% 206,171,173
79,736,499 ATE, 594,103 152,398 T.0% J,Cim,“s“é"i—‘“s‘:oao,uoiaz; 17,078,560 175% T3 OA0, A0, AT

{2} Figures rellecl estimatas of the Mafae State Revenue Forecasting Committen zpproved in March 2058,

{3} This report s been prepared from preliminary manth esd fgures 2nd s subires in ehange.

Office of the State Controlier



STATE OF MAINE . ' . EXHIBRT (1
Undedicated Revennes - Gerersl Fund '

For tha Twelvth Manth Ended Jupe 30, 2008 zpd 2007

¥ar the Fiscal Years Ending June 36, 2008 and 1007

Cemparison to Prior Yexr '

Month Year to Dage
Ctirrens Prior Variznee © Percent Corrent Pelor Varunce " Percemt -
Year i Yesr Qver/{under} Overf{usder) Year Year Overf{under) Over/{undar)
Sales and Ure Tox 179,304,525 175,994,519 ‘ 3,310,007 1.9% 9B3, 057,278 971,455,721 11,601,567 1.2%
Service Frovider Tax ) 8,803,232 8,458,522 ) 244,710 RTINS 52,100,664 49,400,532 2,700,332 5.58%
ntividual Tncame Tax ' : . 13#,‘:4:,385 184,557,871 ' 4,1sa,ai4 2.3% 1,443,468,204 1,354,934,495 89,533,709 6.6%
Carporzte imeome Tax - 37,720,462 43,657,614 ©t5,837,173 (13.6%} zu,su,#n 323,851,531 §63,095 ' o.4%
Cigarstte and Tobacce Tax 13,122,372 13,870,934 (748,561} {5.4%) ) 150,499,432 1_.551,953,455 . 19,454,034} ¢ {5.3%3
Public Utitities Tax ) - ‘ : - N - ‘ 18,858,472 16,31%,0289 541,443 3.3%
Tnsurance Compsnies Tat . . 22,751,028 24,230,4_5:5 (1,479,4385  {6.1%) 12,292,332 74,452,542 (2,150,0;‘&0] (2.943
Estate Tax ' 10,795,990 4,585, 760 ¢ 2,23b,230 :sl.u‘ . 39,050,577 54,820,038 (14,929,461 (27.24)
Property Tax - Unorg Territory : 1,578,417 272,818 1,005,455 ‘ 103, 3% ' 12,21;1,081' : '12,375;193 B40,798 7. 4%
‘Income from Investments '(619,533} 532;836 {1,05%,365; iles.3ax) . 1,074,143 1,‘2‘15,935 ’ o {141 ,653) £31.7%)
Transfer to Munitipal Revente Shering (21,143,126)  {41,046,096) (87,0303 ) 10.5%) l (135,820,176} (uu,sén,?ss) (5,329,820} {4.1%)
Transfer from Lottery Commissing 3,904,622 &,507,45¢ (‘503,336! ’ {13.4%) . 44,491 085 50,624,741 {1,133,655)‘ (2.‘2%}
Qther Revenues ‘ 34,175,627 34.3-10-,_54‘9 A {164,522} {0.5%) 218,175,129 723,683,620 (5,508,791} (2.54)
Tortal Colicesed : ’ 479,736,499 478,743,668 992, 631 G.23% 3,087,8312,991  3,019.595,390 68,223,601 fg‘;n

Dffice of the State Controllar



STATE OF MAINE
Undedieated Tevenues - General Fend

Far the Tweheth Mottth Ending Juse 30, 2008
For the Fiscal Year Ending June 33, 2008
Compatison tg Budget

EXHIATT 4

Month . Year to Date
N Taotal Budgeted
i Yartance Percent Yarlance Pereent Fiscal Yesr
Actual Rudgel Over/(under) Ovtrf(undey) Actual Bud gt Over/{under) Overfundar) Ending §-3¢.2008
Detali of Diher Revennes e

0100's Al Qthess 2,087,808 1,486,759 ' 111,049 5.6% 21,274,071 20,328,547 945,424 4.7% 20,328,647
0300°s Aeronautical Gar Tax 21,614 - 21,8314, - 248,175 247,397 1,778 0.7% 247,397
0460's Alcokal Excise Tax 1,872,047 2.3632,360 33,887 2-4% 1'?,403,;522 17,320,964 82,658 0.5% 17,320,984,
0760's Corperation Taxes 1,833,356 1,059,640 773,725 73.0% 4,705,534 6,645,012 59,6946 o.5% 6,646,017
1008°s Banking Taxes 1,742,300 1,723,665 20,035 1.2% 23,535,820_ 22,429,'810 1,209,0:0 5.4% 2&,429,51\:
£108's Alcohalic Beverages 478,741 349,628 128,113 35. 1% 4,148,911 2,947,162 201,749 5.1% 3,847,162
1200's Amusements Tax - 250 1250y (100, 0%} z,510 3,000 (420) (18.3%) 3,000
1398°s Harness Recig/Parimutocls/Stots 557,538 679,907 . {321,969} (17,993 7,705,836 7,822,262 {215,3285) {2.7%; 7,922,262
1408"s Dusiness Taxes ) 1_,253,&17 694,345 " 569,271 9204 ‘.‘,922,4197 7,416,371 506,048 5.8% C 7,416,371
1500 ;\‘Iulcr Vehicle Licenses 487F, 881 348,776 SE,505 . 25.3;& 4,755,418 4,215,511 339,900 -12.5% 4,21}5,521
17085 Enlrnd Fisheries & Wildtife 862,023 1,155,923 {292, 899) 25.9%) 15,682,316 1€,240,944 ¢557,620) {3.4%) 16,240,844
1940's Hespita! Excise & Other .33 , 03B 32,331 701 2.2% ) 3es, 512 218,202 (32,590} (7.8%} 41R, 202
10%0': Fines, Forfeits & Pensities 4,287,804 3,663,253 624,521 17.0% 44,4‘165,534 42,621,718 1.843,816 ¢.3% ' 42,621,718
2200°s Faderal Revenuves 1,521,5%8 71, Q58 850,540 126.7%. 11,040,364 8,586,438 7,043,526 22, 7% 8,996,438
2580's County Rcvcr;ue! - - - - ~ ._ - - -
2429's Revenues from Cities & Towns 46,142 15,000 31,142 207, 6% 183,434 60,000 103,451 172.4% ¢, 000
2500's Revenues [rom Private Souries 134,682 132,547 2,105 1.6% ®,022,919 8,085,500 (75,5&1}4 {C.9%) 8,09%,500
2600's Current Service Charges 4,203,924 2,042,592 - 2,151,022 105,8% 26,156,860 Z3,300,318 2,656,542 12,3% 23,300,318
2700's Transfery from Other Funds 12,927,533 10,886,276 2,653,557' : 18, 8% 18,922,600 15,743,277 2,579,923 16.4% 15,74%,277
2300’5 Ssles of Property & Equipment 4,10_1 2,500 1,608 &4,0% 126,914 213,640 (5,725} (10, 6%} 213,840
Tots! Other Revenves 24,375,637 27,117,055 7,058,572 26,0% 238,175,129 206,171,173 1‘2,003,955 5,8% 208,171,173

NOTE:

This report has been prepared from preliminary month end figures snd is subject to thange.

Office of the State Conkelier



STATE OF MAINE

EXHIDIT IV
Hindedicated fevenver - Genern] Fund
Far the Twelvth Manth: Erding June 34, 2008 and 2007
Far the Fiscal Years Ending June 30, 2008 and 1007
Comparison o Prioy Year
Month Year tz Date e
Crirent Priay Variance ' Peru;n ’ Current Prier Variamee Torcent
Year Yesr Cverf{unier) Overi{under) Year Year Overf{under} Overf{under)
Detall of Dthier Revenues —
G100's A% Others 2,697,808 2,751,867 © {654 ,050% {23.8%} 2% ,27¢ 071 28,334,802 7(5,0607,731] {15.2%})
0300 Aeranrutieal Gas Tax 21,814 3,070 744 3.5% R4%,175 ‘251,618 12,441} (1. 0%}
0400 A.'Cuhlﬂ Excise Tax 1,672,047 1,566,951 5,085 073% 17,403,822 16,975,510 427,712 2.5%
0?90‘5 Cgrpnrtiion T;xts 1,833,366 2,233,144 1309,7703 {17.5%) 6,705,686 6,635,084 55,602. 1.0%
1060"s Baniking Taxei 1,743,900 ‘ 1,5'04,350 239, 550 35.9% 23;638,820 22,004,535 i,634,790 T.4%
LI180's Alealolc Brverages 475,741 . 660,360 {164,619} {Z8,0%; 4,148,013 4,158,026 {19,115} {0.5%}
[280's Amusemeats Tax - - - - 2,510 2,400 1lao 4.6%
iSSG's Harness Rscingﬂ”arimuhxd!ﬂlo{s 557 , BEL:] 620,901 ) {62,963} Hﬂ.li}‘ 7,706,936 8,057,031 {360,065} {4.5%)
N‘ﬂﬂ’s Businr:ﬁ_Txxcs 1,253,517 915,280 7‘349,327 39.1% 7,922,439 5,497,632 {1,565,213) {156.5%)
1300 Mator Vehicie Livenses 487,281 603,111 ¢11%,830} {19.2%}) 4,755,411 4,206,508 548,208 13.0%
17005 injand Fisr;:r‘ies&wﬂé}!rz 862,923 1,264,724 {401,801) {31.3%) 15,682,318 16,401,841 {118,525} 14.4%)
1940's Amneﬂll‘}-‘, Hesp Excise & Other - 33,038 23,338 f3go) | {0.%%) ABS, 612 373,845 11,763 3.5%
2000's Firiu, Farfeity & Penaltiz 4,287,5-04 4,530,080 - (242,24‘15) t5. 3%} 44,465,534 41,415,132 3,050,402 T.4%
1200"s Federsl Rev.cr:uu 1,521,598 1,727, GSS- ‘(205.897) {11.9%) ' 11,840,364 15,310,753 (4,270,389) {27.9%)
2360's County Revenuey - - - - - - ~ -
2460 Revesues from Cities & Townt 46,142 25,083 21,049 83.9% 163,451 116,211 A7,.140 40.5% -
I500's Revenues from Private Sources 134,652 66,878 57,51:5 101.0% #,022,51% 6,500,030 1,522,889 232.4%
zénu's Cusrent Service Charges 4,203,925 1,904,R90 2,259,038 120, 7% 26,156,860 a0, 255,673 14,098 ,9:3) {13.5%)
2709's Tr:rjsl"ﬂ'! from Otber Funds 12,927,533 13,73§,Q§9 {807,017} (5.9%) 14,322,600 15,051,567 3;2';‘1,033 21.,7%
1808°s Sales nf'l’ruptﬂ‘y&}'.q:ulpmtn‘ 4,101 75,952 (71,851} (34.5%) 125,514 118,728 8,185 8. 9%
Tata) Qther Revenues 34,375,627 34,340,54; {164,922) (D.5%}) 218,175,129 223,683 920 (5 ,‘503,790) [2.5%)

NOTE:

This report has been-prepared frem prelimiosry month end figures end is subject to change.

Office of Lhe State Conlrolier
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Stafe of Maine S : Exhibit ¥
Undedicated Revenues - Highway Fund ' :

For the Twelvth Month Ending June 3¢, 2008

For the Fiscal Year Ending June 34, 2008

Camparison to Budges

Manth . Yesr to Date
} i . . . Totsl Rudgeted
i . - Variange | , Pergent R Yariamce Percent Fiscal Year

Actual Budpet Overfimder) Orverf{ander) Actual © Dudget Overf(under) Overifander) Ending 6-30-2008

Fue! Taxes - 42,358,951 359,892,671 © 2,465,280 . 6.2% 225,235,339 223,368,718 1,866,621 6.8% 223,368,718
Metor Vehicle Repistration )

& Fees ' §,794, 88} 5,151,787 643,086 : T.0% 86,004,637 85,953,449} 141,356 0.,2% E5,353,441
Inspection Fees E86,503 337,960 348,543 103.1% 4,193,874 4,468,458 {274,584) (6.1%) 4,468,458
Fines, Forfeits & Penslties 136,743 148,959 (13,256} (8.9%) 1,747,986 1,784,045 (46,063) (Z.6%) 1,794,049
Earnings o Investments ’ 40,600 25,000 ‘ 15,600 62.4% 1,152,491 1,000,000 152,481 15.2% 1,000,080
All Other - 727,201 a 637,033 20,168 14.2% 9,712,081 9,471,333 {59,282} {C.5%) 9,771,333
‘Totai Revenue N 53,744,880 50,184,450 3,550,530 7.1% 328,136,579 . 326,356,039 1,780,540 0.5% ) 326,356,039

NOTE: “This repori has been prepared frem prefiminary month end ﬁgurﬁ and is sshject to change,

Office of the State Cantrailer



STATE OF MAINE
indedicated Hevenpes - Highway Fond

Far the Twelvth Month Ending Juse 30, 2008 and 2007
For the Fiscal Years Ending June M, 2008 and 2007
Comparisen to Prior Year

Exiibit VI

Maonth — Year ta Date
Cnryent, Priar Variance Percent Curvent. Prior Variance Percent
Year . Yenr Overi(under} Overf{under) Year Year Overfunder) Qverf{under)

Fuel Taxes 42,356,951 45,112.102 246,849 0.6% 225,235,339 226,824,918 (1,588,679} (0.7%)
Motor Vehicle Regisiration .
& Fees o © 9,794,883 16,505,944 (711,081} (6.8%) £6,094,837 87,291,875 (1,197,038} {1.4%)
Tngpnction Fees ' 6AG,503 395,714 293,789 3.5k 4,193,874 4,343,519 (148, 645} (3.4%)
Fines, Forfeits & Penalties 136,742 132,048 4,695 [+ 1,747,986 1,668,000 79,.08¢ 4.8%
Earnings on Tnvestments 40,600 279,200 {238 ,640) {85.5%) 1,152,491 1,105,986 £6,505 4.2%
Alf Other 727,201 763,127 {35,926) LI EY) 9,712,051 9,508, 686 123,365 1,3%

Tatal Revenue E3,744,880 54,188,138 (443,288) (DiB%} 328,136,579- 330,821,084 (2,684,508) (0.8%)

.
NOTE: This report has been prepared from preliminary month end figures and fs sobject to change,

Office of the State Controller



STATE OF MAINE

Undoizated Reveanes « Gonerel Food

For the Fasrih Mantk Ended Qeinher 38, 2008

For the Fiscal Yenr Ending June 30, 2009
Compurisos (o Budge?

Spies and Use Tax
Bervice Provider ']‘;:x.
rnd’:\-'sdua!‘ Imcown [ax
Corpovate knconse Tax-
Cignreste aod Tobaeto Tayx
Fubiie Utilities Tax
Engurance Cnmpanies Tax.
Estate Tax .
. Prx;par:g Tax ~ linorg Territory
Incmpe from Investments
Transfer to Munteipsl Revinne Sharing
Traasfor fron Lottery Commisaing
Other Ravennos

Tatal Unlleated

NOTES: {1} included In the shove is §10,326,714 far tie month and £37,126,737 yeur to date, that was set astde for Revense Shariog with eities and towns,

[#3] i‘igurus seflcet exiimates of the Majne Qtate Revenne Forgcasting Comenitiee approved o July 2008,

EXMIBIT I

Meonth Yerr tp Date
. ‘Tatal Budgeted
Variaoce Percent Varkanee - Percent Fiseat Year

- Actual Budger Over/fander) Ovarffumdery Actusl Budget Overf(andsr) Qverfiunder) Eatfing 6-30-2003
91,748,870 85,681,950 (3,933,080;. {4.1%) 290,232,342 293,643,305 (3,611,163 {1.2%) 1,008,082,31)
4,804,246 2,775,250 {171,004} (3. 6%) 13,869,802 13,678,054 191 448 1.4% 53,452,742
102,870,535 104,1255,nno (1,379,465} - (1.3%) 375,948,238 381,451,492 (1,583,254) {0.4%) 1,387,767,288
5,271,720 . §,100,000 " ¢878,280}) {(14.4%) 43,925,157 53,630,000 {ﬂ,',l‘ud,_SJ.B) {16.5%) 186,894,770
12,637,954 13,‘1&.4,305_ {476,352} (3.6%) 53,914,409 56,385, 649 12,470 ,B40) 4 {4.4%) 153,409,502
- - - - e - - - 16,464,297
6,224,503 6,748,488 (520, 806) (7.7%) 7,654,330 7,923,354 {269,022) {3.4%) 77,168,754
2,598,768 4,160,008 {1,56%,235) {37.8%) 4,644,788 7,960,000 (3,318,241} (41._6%) 49,524,982
10,985,373 11,006,278 10, %06} 10.1%) 10,995,3‘.’3' '11,005,279 {10, 208} (0.2%} 12,229,3799
132,327 {315,73%) 348,064 161.3% 1,368,741 {630,550 1,999,331 317.1% (3,20¢,682)
{10,428,714) (10,751,167) 223,453 3.0% (37,186, 737) (27,B2%,705) 657,058 1.8% £136,051,715)
3,823,387 4,090,707 {257 ,320) {6.3%) 17,356,164 17,343,049, - 15,143 o,1% ' 53,048,250
13,015,934 12,634,861 381,053 -3_0% 58,874,280 59,845,551 {975,3413 (1. 6%} 216,918,557
243,446,901 351,631, B5T {d, 133,058 - 13.3%) B4E 558, DB @cd, 656,558  {17,997,630) (2.1%; _ 3,055,816,279

(3) This reparct hes been nrepared freg: profiminary monflt end figures spd I5 subject 1o change,
: ! ! 7 Bt i t

{2} Service Drovider Faz received in Movesber, showtd have haen recorded §n October,

Qffice of the State Q;vmrnl!rzr



STATE OF MAINE . : CEXHIBITN
Undedteated Ravenuet - Genersl Fund ’ B S - .
For the Fourtly ATonth Tnded {ictaber 31, 2008 and 2007 \ . .

- For the Yiscal Years Ending Jume 39,3009 and 2008

Comparisan to Prior Yesr ' - .
. " Momih - R ‘ Yoar i Date
-Clirrmﬂ. ["rim‘ Varianélz( Pc;cerst- Carrent © Prior - Yarigngs - Percent
Yeur . Year-- Overf{undec) Overifunder) ‘Year o Year. Overf{under) Orverf{under)
Sales and UseTax 92,745(97.0- 93,166,456 11,417 ,536) ©{1.9%} 200,232,542 285,976,994 4,355,347 - 1.5%
Senvice Provider Tox 4,604,246 4,-649:703 7 ‘ (43,462) (1.0%) 13,849,502 13,170,545 658,856 5.3%
Indivigan) fntome Tax IR 102,870,535 - . 93,194,975 9,673,550 10,48 - 379,944,238 359,449,231 21,459,008 6.0%
Corporate Tncome Tax : . - 5.221,-1207 7,301,509 {2,079 ,708¥ (20.5%) 42,925,157 51,324,087 {7,398,930) (14.4%y
Cigaretto pnd Tobaces Tnx ) _ 12,637,954 13,646,477 ¢1,008,523) (7. 4%} 54,914,808 56,062,626 12,147 017 ' (1.8%)
Fubiic Utifities Tax . ’ S . . : - T . - ‘ - 347,980, (347,980) {100.0%)
!nsumnccCwnxpnnlgs‘l‘u ’ _5,224,503 7,646,114 (1,421,611} 418, G%) T,48534, 330 3,549,032 (1,894,701) (1584}
Estate Tax - K . . . 2,558,765 - 2,453,484 245;301 16,4% 4,646,759 ‘ 1,093,425 750,835 16, 3%
Property Tuz ~ Unerg Territory ’ - 16,995,373 10,23%,664 756,769 7,4!; 10,985,373 10,238,664 756,709 7.4%
Laceme from investnments . - 132,327 91,643 {259,316} (66.2%} 1,968,741 . 1,346,310 22,431 1.7%
Transfer tp Manicipal Revenue Sharing (50,426,714} (19,113,945} {312,763} {2.15} . 437,128,737} (35.15“_, 969} (371,766} {2.':'!1;)
Transler from Lottery Commission 3,823,387 4,205,747 {382,360} (9. Tk} - 17,358,184 LT,752,016 {393,852} 12’,2%)
_ Other Beveones 13,015,532 13,268,033 {249,057} (1.9%) 58,674,250 54 . 086 (48 {5,212,595) . '{&.1%)
Tatal Collsecied ‘ ) W—EﬁWﬂTW’—‘THF' _'“‘EWW‘““'W EML S TEL i2%

Ciffice af the State Comivoller
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STATE OF MAINE : : L B
Tstdedicared Revenuet - Genersl Fond ! N

For the Fourth Menth Ended Quisher 31, 2008

Fur the Fiseal Year Fading Joae 340, 204%

Cemprrizan o Budget

Muntd, s Year to Date
- : Wotal Butgeted
. Varlance Parcent - Veriance Perdent Figeal Year
" Acual Budget Overf{under) Dverfunder) Adpal Budpet Ovari{ondder; Querfiunder) © Ending 6.30-1009
Dretail of Ouhier Bevemees ) : —_—
BL00's A3l Ohers - ‘ _1,991,1(:5 2,092,345 {101,235} {5.1%) ‘?,,21{,754‘2 o 9’,52!3,.225 (2,305,5&3) 124.2%) .. 21,940,078
0360's Apromanticnt Gas Tax . - 21,000 {21,000} . {100 0%} EH, 171, 94,000 . (23,828) - (27.5%) 255,841
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This repart ks ieen prepaved fram proliminary month end Fgures a0 & sobject 10 chiange.

EXHIBIT 1Y
Vadedirated Revennes - Geoerad Fusd . -
For the Bonrih Month Erded Getyber 31, Z008 and 2067
Fur the Fisesi Yenrs Bnding June 30, 2009 and 2008 .
Crmparison 4o Pricr Year ' )
Manth i - . Year to Date
Current Pilor Vartance ' Percont Currént. ‘ Frior ¥arlaues Pereeng
Yenr Yaar Overi{under) Over/inoder} Year - Year Overf(untery Oreerifunider)
Datald of Oier Mevenues
oE00s AY Qithers | 1,801,108 1,355,069 (53, 2631 {3.3%) 7,214, 842 9,257,361 {2,052 ,319) (22.2&?
030[;‘; Arransntienl Gag Tax - 21,457 {21,857 ’ :mn,u-ﬁ €8,1711 53,236 (25, 065) (Z8.P%}
408" Aleohnl Excise Tax 1,558,831 1,473,085 162,548 12.4% 6,780,597 6,754,860 26,133 0.4%
6700's Corporatlon Taxes 123,883 107,068 15,034 14.8% 846,567 dgé, 60D 152,982 22.6%
1000's Bankivg Tases 1,814,350 1,635,800 178,550 T16,9% 7,573,400 7,160,553 " 412 850 L1
L1400 Alsohatic Bevernges 251, G50 234,505 {42,885} {14.6%} 3,118,006 1,238,620 {122 €14) (9.9%)
¥200's Aveusements Taa - z,409 12,400} {100.0%} - 2,400 (7, dg0)y {1dn.,0%}
1300 Barness Radng/Pacen dsifing 240,653 655, 669 274,981 41.33% 3,165,443 2,792,612 352,83 12, 6%
1400% Business Tates A75,255 878,213 (252, 0483 129.9%) 1,938,520 2,083,46¢ {124,844} {8.1%3
L0 Moxor Vehicla‘lﬁccnv.-cs 295,124 331,1}‘83. 13,142 3.4% 1,445,985 },3.@5; 637 50,2788 3.6%
1700°5 Tnand Fheries & Wildlife 123,155 767,448 460,741 ‘ 175.6% 6,108,415 6,554,024 (55-5,5533 (B.4%)
1900's Aranssty, Hesp Exrife & Other 20,388 22,845 62,4793 {10. 9%} ~80 8 . oa 089 {23,3a31) (14,3%)
2080's Fines, Torfeils & Penalties - 3,561,310 4, g4n;ase (1,379,550} (27. 9%} “is,'raa,g:.rs. 15,970,858 (zaé,es'a; 11,9%)
H_l}l?‘s Pederal Ravanues 850,443 TTL,580 TR, 482" 1G.2% '2,547..69‘2 2,524,808 323,003 i2.8%
2360‘: Connty Ravenues - - - - - - - i -
2480's Revonwes From Cities & Tawns 895 .-;, 534 g-a', 605‘3 {78.5%} 59,383 77,244 (17,862} {2314
2560% Mevenues from Privats Sourves '315,2& 467,660 {199,443} (32. 2%} S30 ,GAB i,122,195 (222,14-,:; {19.3;)
lISQﬂ'! Cuwrrent Sarvice Chs:rgcsr 1;,259',549 1,637,388 682,162 40,48 7,818,655 10,316, 673 - {2,42%,978) $24.75)
2760's T:‘snsl‘m fram Orher Fands {2,320,778) {2,0\3,7152 %240,352) {11, 5%} {;1,555,671) {4,027, 464) {629,411) %15.6%;
7300’5 Snles of I’ru‘pm’r & Equipment 3,578 10,274 (6,2986). {1,3%) - 1.9,50.9 41,522 {22,013} (53.0%)
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NOTE: ‘ . .
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Undedicated Baventes - Highwey Fond

For the Fourth Manth Eaded Gatober 31, 2008
For the Fisen] Yenr Ending Juse 3, 2009
Comparizan ts Bndget ' :

Fuel Taxes

Biotor Yehivie Regisiration

& Toes

Inzpeetion Fees

Fines, Forfeit & Ponalties

Earningz un Investments

. Al Diher

Tntal Revente

NOTE;

Year to Date

Exlribicy

Meonth
A ) Tatn} Audgeted
Variance T Percent i Varianoe Percent Figeal Year

Acenal " Dadget Qvori{usder) Oves/funder} Aciual Tuidger Orveclfunder) Qver/(zuder} Ending 6-30-2000%
19,2'é2_.0-19 19,&#5,‘356 (663,367 (3.3%}) 57,953;005 61,897,647 £3,943,752} (6.4%) 234,197,278
7,328;735 7,927,841 (599,106} (7.6%) 28,434,348 29,721,263 (1,283,914) {4.3%)] 99,036,359
456,362 314,185 142,187 45, 2% 1,311,627 1,764,243 14582, 618) {25.7%) 4,474,821
LEG, 530 145,21% o 15,311 1a.5% 594,310 597,077 {2,767) {0.5%) 1,795,049
43,332 85,000 (42,668} : (50.'2'%) 270,567 ' 320,000 (49,423) £15.4%) 1,604,000
1,002,128 1,170,899 (268,775} : {15.4%)} 2,669 8563 2 B854 ,432 (18B ,B69) {6.6%) 9,739,215
28,212,135 25,528 K10 (1,316, 375) 4.5%) . 91,235 3312 57,158,662 {5,923, 350} {§.1%) 350,242,726

This repert has been prepared from pretisinary menth end figures and $3 subject to change,
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STATE OF MAINE

ttndodicnfed Reveniees - Jighwny Fund

Far the Fourth Mtonth Epded Oetoher 31, 2008 and 2007
For the Flacal Years Eading June 30,2008 snd 2008

Cowprvison to Prior Year

TFuel Taxes

Motor Yohiele Registration
& Fees

Inspectinn Feeg
Fines, Forfeits & Penalties
Earnings on Tevestmenty

Al Other

Total Reveaue

NOTE:

" Exhibit %1

‘Meuth Yehs to Date
uyract frior- Yarianeh Porcant - Current Trior. Variance Percent
“Year Yenr Orverf{dodery Overd{sadae} Year Year Ovzri{under) Crver/unden)
.239,222,049 lB,l'Tﬁ,;id_B 45,706 D.2% 57,953,8%5 59,311,064 (1,357,169} {2.3%)
7,328,735 7.537,.506 {208,771} {2.8%) 7B, 435,348 27,586,588 -843,151 3.1%
456,362 250,461 ‘205,801 82.2% 1,311’, £27 1,428,011 {117,389) {8.2%)
160,530 - 160,530 - 594,310 433,809 160,481 3. 0%
42,332 120,985 (78,5561 {6508} a7, 567 542,950 (172,3833 {38, 9%)
1,002,126 1,449,557 1438,429} (30.4%) 2,669,563 3,008,384 (339,433} (11.5%)
28,212,135 28,525,755 (313, 520} {1.1%) 1,235,017 92,212,444 {977,135% (1.1%)

This raport has been prepared fram prefiminary manth end figures and i subject 1o change.
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Assumptions Used in Sales & Excise Model

(1) Total Personal Income
(2) Inflation (CPI-U)

(3) Total Employment Growth
(a) Growth by Sector

(4) Forecast of CPI for Energy Prices (Global Insight - Nov. 2008)
(5) Forecast of new passenger car & light truck registrations in Maine (Global Insight — Nov. 08)

{6) Forecast of average price of new vehicle (Global Insight -~ Nov. 2008)

Assumptions Used in Individual Income Tax Model

(7) Total Personal Income
(a) Growth by Component

(8) Inflation (CPI-U)

(%) Total Employment Growth
(10) Uncmployment Rate

(11) 3-Month Treasury Bill Rate |

(12) 10-Year Treasury Note Rate

Assumptions Used in Corporate Income Tax Model

(13) Inflation (CPI-U)

(11) Total Employment Growth
(a) Growth by Sector

(12) Forecast of Before-Tax Corporate Book Profits (Global Insight — Nov. 2008)
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U.S. Macro Outlook: A Perfect Storm

By Mark Zandi in West Chester
November 12, 2008

The financiai panic appears past its apex, thanks te government intervention that
is thawing frozen money markets.

» The Fed is expected to cut rates to a record-low 0.5% next month, following its
unprecedented 50-basis point cut in Qctober,

» The recent turmoil will have fong-lasting impacts on household decisions on
spending and saving, and on business choices governing hiring and investment.

s The recession's severity depends on how the new Congress and president

respond. Bold action will keep this downturn from becoming the worst since the
Great Depression.

The year-long recession is intensifying. Nearly 1.2 million jobs have been lost since the
beginning of 2008, with more than 500,000 gone in just the past two months.
Unemployment has surged to 6.5%, the highest rate since the early 1990s.

The downturn is broad-based. Only a handfu! of sectors have been able to avoid layoffs,
including healthcare, educational services, commodity-producing industries, and
government. Thirty states are suffering recessions and ancther 19 state economies are
at risk. Only Alaska is still expanding.

Financial panic

The catalyst for the economy's problems was the panic that stili grips the financial
system. The system has been under intense pressure since the summer of 2007, when
defaulting subprime mortgage loans began to undermine financia!l institutions. The
more recent turmoil began when defaulting mortgages forced the federal government
to nationalize Fannie Mae and Freddie Mac in early September.

The panic does appear to be past its apex. Thanks to massive intervention by the
Federal Reserve and other giobal central banks, frozen money markets are thawing.
The difference between three-month Libor and three-month Treasury bili rates—a good
proxy for the angst in the banking system—-is still an extraordinarily wide 200 basis
points, but this i1s down from the record spreads of almost 500 basis points. A more
normal spread would be closer to 75 basis points,

http://www .economy.com/dismal/pro/article.asp?cid=110339&p=1 11 C/; 1 2/19 é}nﬂ
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Back From the Precipice
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The Federal Reserve will continue to use all its resources to stabilize the financial
system. This means still lower interest rates, but more importantly it means that the
Fed will continue to flood markets with liquidity, lending to whomever and buying
whatever is necessary.

Another interest rate cut is coming: The Federal Open Market Committee is expected to
lower the federal funds rate at its December meeting to a record-low 0.5%. This comes
after an unprecedented 50-basis point cut in early October that was coordinated with
other giobal central banks, and another 50-basis point cut at the scheduled FOMC
meeting in late October. Lowering the rate much below this may not be feasible, as it
could create problems for already-stressed money market mutual funds. Many funds
could be put in jeopardy at a lower funds rate because their operating costs would be
greater than the return on their shott-term invastments, which are closely tied to the
funds rate.

Limitiess liquidity

However, such limits on the funds rate no longer determine the amount of liquidity the
Fed can provide, which is what matters most. The Fed now has the power to pay
interest on bank reserves and has set this deposit rate just below the funds rate target.
This seemingly innocuous technicai change is important: It allows the Fed to increase
liquidity to the financial system without limit. As the Fed injects reserves into the
system and the funds rate declines, it will not fall below the deposit rate, because
financial institutions will choose to deposit their excess reserves with the Fed rather
than lend overnight at a iower rate. The Fed has aggressively used this new authority to
pump reserves into the system in recent weeks.

To get more liquidity into the financial system, the Fed is lending to a wide range of
financial institutions through credit facilities it has established over the past year. These
allow institutions to borrow from the Fed using securities they own as collaterai. The
Fed has repeatedly lowered the bar on the collateral it will accept to encourage more
borrowing. The Fed is also exercising its new ability to purchase commercial paper
directly from issuers. This has helped bring down commercial paper rates, while raising
the volume of new issuance sharply. The implications of this program go far beyond the
commercial-paper market; the Fed now has a mechanism to purchase just about
anything it deermns necessary.

http://www.economy.com/dismal/pro/article.asp?cid=110339&p=1 1 é/ 1 71/9 NnOg
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Economic damage

The Fed's moves should soon quell the financial panic. While the system will remain far
from normal for many years, withdrawals by frightened bank depositors and
redemptions from money funds, hedge funds and other investments are expected to
abate by year's end. However, even if the Fed succeeds as expected, a subsfantial
amount of damage has already been done, most immediately to confidence.

Consumer confidence plunged in October to its lowest reading since the Conference
Board began its survey more than 40 years ago. This is all the more surprising given
the plunge in gasoline prices during the month; cheaper motor fuel in times past has
always provided a lift to household spirits. Business confidence as measured by the
Moody's Economy.com weekly survey aiso collapsed to a record low. The net
percentage of responses to all nine questions asked in the survey has turned sharply
negative. Most disconcerting is the decline in firms' intention to hire and invest, both of
which had been holding up relatively well prior to the panic,

5 Body Biow to Confidence
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Current events have so soured sentiment that they are sure to have long-iasting
impacts on househoid spending and saving choices, as well as on business decisions
regarding payrolis and investment. The pessimism will magnify the effect of
evaporating household wealth, Net worth has fallen close to $11 trillion since peaking a
year ago; of that, $4 trillion results from the 20% decline in house prices, while the rest
is due to the 40% decline in stock prices. Over time, every dollar loss in household net
worth reduces consumer spending by 5 cents over the next two years. If sustained, the
wealth lost over the past year could thus cut $275 billion from consumer spending in
2009 and a similar amount in 2010,

The financial panic is also affecting the availability and cost of credit. Credit growth was
weakening rapidly even before recent events. The Federal Reserve's Flow of Funds
shows debt owed by households and nonfinancial corporations actually fell in the
second quarter of 2008 after inflation, for the first time since the S&L crisis of the early
1990s. The pernicious impact of a credit crunch on the economy is difficult to quantify,
but the economy’s performance during the early 1980s and early 1990s suggests it can
be substantial. The 1980s downturn was the most severe in the post-World War 1I
period, and while the 1990s downturn was not as bad, the economy struggled long
after the recession formaily ended. Using these two periods as a guide suggests that for

http://www.economy.com/dismal/pro/article.asp?cid=110339&p=1 1 &;/ 1 3{5002



U.S« Macro Outlook: A Perfect Storm Page 4 of 7

every 1 percentage point decline in real credit growth, real GDP growth weakens in the
subsequent year by approximately 30 basis points. Thus, if real credit shrinks 5% by
the end of this year, which seems plausible, then this credit effect will cut some $225
billion from GDP in 2009,

The Recessicn mtensifies
; Change in payroll jobs, the
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There has been one important positive for the U.S. economy coming out of the financial
panic: lower energy and commodity prices. With oil currently trading near $60 per
barrel, a galicn of reguiar unleaded should soon cost no more than $2. Gasoline prices
peaked during the summer above $4 per gallon, and have averaged closer to $3 over
the past year. Every penny-per-galion decline in the cost of gasoline saves U.S.
consumers just over $1 billion & year; thus, assuming gas remains at $2 per gallon
through the coming year, Americans will save more than $100 billion in 2009 compared
with the fue! costs in 2008. There will also be measurable savings on home heating and
food bills, as agriculturai and transportation costs fall. Total savings next year
compared with this year will thus approach $200 billion.

A Ray of Economnic Sunshine
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Summing the costs to the economy from the wealth and credit effects, less the benefits
from lower commodity prices, puts the net direct cost of the financial panic at around
$300 billion in 20C9. (A $275 billion wealth effect plus $225 biflion credit effect minus
$200 billion in savings because of lower commodity prices). This is 2% of GDP. Of
course this is a very simplistic analysis; it does not account for all the indirect costs of

http://swww.economy .com/dismal/pro/article.asp?cid=110339&p=1 IC};/ 13/2008
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the panic on.the economy and the multipliers, but it highlights the potential magnitude
of the fallout.

Four critical choices

Whether the recession is as severe as this analysis would suggest depends on how the
new Congress and president respond. Even with bold and aggressive action, the
recession will last into next summer and be about as debilitating as the mid-1970s and
early-1980s recessions, the two worst downturns since World War II. Without such
action, this downturn will be the worst since the Great Depression.

The most critical immediate policy decisions include: 1) whether to help the near-
bankrupt domestic automakers; 2) whether to provide more fiscal stimulus; 3) whether
to devise a more comprehensive foreclosure mitigation plan; and 4) whether to use
what monies remain in the Troubled Asset Relief Program for asset purchases. The
presidential transition makes it especially hard to address these issues a timely way.
Indeed, other than help for automakers, the odds that anything else will be decided
hefore the inauguration in late January are below 50% and falling.

Domestic automakers will almost certainly face bankrupecy if they don't receive
government help. While such a bankruptcy doesn't pose a systemic threat, as would the
failure of a large financial institution, it couid result in hundreds of thousands of joh
iosses. Auto sales for the domestics would almost certainly plunge further. With credit
tight, a domestic automaker might not be able to fund itself in bankruptcy, forcing
massive plant closings. The already-reeling job market would be hammered. The lame
duck Congress and Bush administration are thus expected to coine to terms on
providing some $50 billion in aid to the automakers using money in the TARP. The aid
will likely take the form of some kind of equity stake in the firms in exchange for a
number of restrictions on their activities,

Another stimulus

Massive fiscal stimulus is expected beginning next spring and extending well inte 2010.
The stimulus will total at least $300 billion and include, among other things, aid to state
governments, infrastructure spending, and tax cuts. The price tag for the stimulus
roughiy equais the estimated net direct cost of the financial panic and thus could easily
rise if that cost increases. Another foreclosure mitigation plan also seems likely by mid-
2009, as recently announced efforts by mortgage lenders and the federal government
are not expected to stem surging foreclosures. A rising unemployment rate with
millions of underwater homeowners means foreciosures will increase rapidly next year
without more government intervention, The cost of this plan is expected to be close to
$50 billion and to also come out of the TARP.

With all of the demands on the TARP funds, it appears less likely that the money will be
used to purchase distressed assets from financial institutions, its initial purpose. While
such purchases aren't necessary to stabilize the financial system given the
government's direct equity infusions, they are necessary to attract private capital to the
system soon. Those purchases are designed to establish prices for these assets, without
which investors won't know how much capital banks need and how they should price
that capital. The federal government won't be able to extricate itself from the financial

http://www.economy.com/dismal/pro/article.asp?cid=110339&p=1 11/13/2008
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system until private investors step up in its place.

A darker outlook

The outlook has darkened rapidly in recent weeks. Real GDP is expected to falt through
the second quarter of 2009 and post a decline for the year as a whole. The
unemployment rate is expected to rise through early 2010, peaking at 8%. Thisis a
dramatic change in the forecast. As recently as the August outlook, 2009 real GDP was
projected to be near 1.5%. This is the largest change in the outiook in such a short
period since Moody's Economy.com began forecasting the U.S. macro economy nearly
20 years ago.

Faliouwt is Significant
Real GD'P growth, annualized % change

&P re-panic
P ost-panic
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Maoreover, until the financial system is stabilized and policymakers take the steps
expected, risks to this outlook remain firmly to the downside. The longer financial
markets remain unsettled, the less credit will flow, the bigger the hit to household
wealth, and the longer confidence will founder. Without substantial fiscal stimulus and a
much larger foreclosure mitigation plan, the economy's slide will be much longer and
deeper. The Great Depression occurred in significant part because of government
tnissteps and inaction, That is a lessen that today's policymakers must heed.

This comimentary 15 produced by Moody's Economy.com {MEDC), & chision of Moody's Analytics, ing,
{MAl}, engaged in ezonomic research and analysis. MEDC's commentary is independent and does not
reflect the opinicns of Moody’s Investors Service, Inc. {MIS), the credit ratings agengy. Both MAL and
Mi% are subsidiaries of Moody's Corporation,

“More From Moody's Economy.com Dismal Scientist
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11,646.0 11,727.4

0.9

8,316.1
0.9
1,2370
-4.3
4302
-10.7
2,357.8
-0.4
4,704.4
2.4

1.762.4
-5.6
14234
24
326.3
8.6
1,088.6
~0.6
383.0
-25.1
156.7
-46.1
30.4
0.0
199.3
-3.5
-10.2
-17.9
6.0

-462.0

2.8

8.341.3
1.2
1,228.3
-2.8
4072
-18.7
2,420.6
3.9
4,712.1
07

1,754.9
-1.7
1.431.8
25
3405
18.5
1,074.8
5.0
369.5
-13.4
1429
-30.8
32.1
24.3
1980
-2.6
~50.6
-55.1
24

-381.3
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2007 200BE 2009F

11,720.0 11,655.3 11,626.1 11,6252 11,6890 11,5238 11687.211,681.7

-0.3

8,275.2
~3.1
1,182.5
-14.1
378.2
-25.6
2,380.8
-6.4
4,719.2
0.6

1,729.8
-5.6
1.428.3
-1.0
347.0
7.9
1,059.5
-b.6
350.6
-19.0
129.0
-33.6
31.9
-25
193.0
8.7
~38.5
-38.6
-0.6

~350.0

~2.2

8,205.6
-3.3
1,132.8
-15.8
335.3
~38.2
2,361.6
3.2
4,718.5
-0.1

1,705.3
5.6
1,420.7
2.1
3414
6.3
1,057.6
0.7
333.6
-18.0
124.9
-12.2
32.7
5.8
188.5
-9.1
-25.0
-24.4
.06

-345.4

-1.0

8,185.9
~1.0
1,128.3
-1.6
335.0
0.9
2,350.1
-1.8
4,714.8
-0.3

1,674.2
~7.1
1,396.7
-6.6
326.4
-16.4
1,048.6
~3.4
326.5
-8.3
120.3
-13.7
32.7
0.3
185.8
~5.5
~23.5
-22.9
-06

-335.7

0.0

8,184.6
-0.1
1,128.3
0.0
3386
3.1
2347.0
0.5
4,716.6
02

1,660.9
-3.1
1.385.1
-3.3
3166
-11.5
1,046.8
-0.7
324.8
-2.0
119.4
~3.7
33.0
3.9
164.8
2.2
-19.4
~18.8
-0.6

-335.0
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2.2

8,216.9
1.6
1,140.0
4.2
348.1
11.8
2,351.3
0.7
47329
1.4

1,666.6
1.4
1,381.2
-1.7
308.0
-8.3
1,080.5
1.4
3345
12.4
126.9
27.6
33.5
6.7
186.4
35
-156.1
~14.5
-0.6

-322.5

2.0

8,252.8
2.8
1,242.4
4.8
448.7
20
2,392.5
25
4,648.2
26

1,808.5
-3.1
1,382.9
4.3
304.6
127
1.078.9
1.7
453 .8
-17.9
214.0
-27.4
33.2
-12.8
208.8
-6.2
-2.5
-3.7
1.0

-546.5

14

82845
04
1,185.2
-3.8
387.7
-13.2
2,390.1
-0.1
4,713.5
14

1,738.1
-3.9
1,426.0
317
338.8
11.2
1.070.1
0.8
359.2
-20.8
1384
~35.4
3.8
-4.2
194.7
-6.8
-31.1
-34.0
1.8

-384.7

00

8,213.1
-0.9
1,137.1
-4.9
3447
-11.1
23622
-1.6
4,731.2
04

1,671.9
-3.8
1,387.6
-2.7
31541
-7.0
1,0650.8
-1.8
3334
-7.2
1258
-8.0
334
5.1
186.5
4.2
-16.8
-16.2
-0.6

-325.6
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Exports bow$
Change Y%AR
Merchandise bew$

Change %AR
Services bow$
Change %AR
fmports bew$
Change Y%AR
Merchandise bew$
Change Y%eAR
Services bow$
Change %AR
Goverament
I s

Change AR

Federal Defense  bow$
Change AR

Nondaforse  boW8
Change %AR

Government Balancs
NIPA Basis o33
Unified Budget h$ FY

Consumears

I;ggzonai Saving % AR

Retail Saie_s & b$

Food Services
Change %AR

Vehicle Sales m

Housing Starts m

Producers
Change %AR

Manufacturing

Capacity %

Utilization

Labor Markets

Toial Employment m
Change YoAR

Unemployment o,

Rate

Frices

Consumer Price  1982=100
Change YAR

;:]r;::cer Price 19822100

15008
5.1
1,048.6
4.5
451.7
6.4
1,962.6
-.8
1,661.9
-2.0
301.8
55

2,039.1

1.8
518.9
7.2

253.2
29

-330.7
-108.8

0.2

4,552.6

0.8
15.2
1.1

112.3
0.4

78.7

137.9
-0.3

4.9

212.8
4.3
183.9

1.544.7
12.3
1,088.9
16.3
455.9
3.8
1,926.0
-7.3
1,631.6
-7.1
295.5
~8.0

2,058.9

3.9
528.2
7.3

256.3
5.0

-640.0
-108.8

27

4,594.5

3.7
14.1
1.0

1114
-3.1

777

137.7
0.6

2.3

2154
5.0
196.1

1,567.0
5.9
1,108.7
7.5
4584
2.2
1916.9
1.9
1,619.9
2.8
298.1
3.5

2,088.3

5.8
550.6
18.1

2594
4.8

~495.2
-110.0

1.3

4,547.7

4.0
12.9
0.9

109.7
-6.0

76.2

1374
-0.7

6.0

218.0
6.7
200.9

1,586.1
5.0
1,119.2
3.9
467.0
7.7
1,931.4
3.1
1,631.4
28
301.0
4.0

2,0974

1.8
551.8
09

2627
5.3

-5104
-110.0

23

4.364.2

-15.2
114
0.8

109.3
1.4

75.5

136.9
-1.6

6.2

218.0
-1.8
197.3

1.603.0
4.3
1.126.0
24
477.2
8.0
1,938.7
1.5
1,636.2
1.2
303.5
33

2,107.8

2.0
5534
1.2

265.4
4.1

~537.6
-243.4

2.9

4,354.9

-0.9
12.0
0.8

109.5
0.8

75.3

1364
~1.4

6.7

2184
0.7
196.7

1.615.6
3.2
1,128.1
0.8
487.6
g1
1,950.5
25
1,645.1
22
306.4
3.9

2,116.6

1.7
555.2
1.3

267.5
3.2

-560.4
-246.2

3.0

4,386.7

3.0
125
0.8

109.6
0.4

751

136.1
-1.0

72

2195
2.2
1988
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1,640.6
6.3
1.1424
52
498.3
2.0
1,963.0
2.6
1,654.4
2.3
309.6
42

2,125.8

1.7
556.5
0.8

269.4
3.0

-580.4
-248.9

3.1

4,450.3

59
13.1
0.9

109.8
1.1

75.1

135.9
-0.5

7.6

2209
2.5
200.8

1,4259 1,549.6

84 a7
998.7 1,091.3
7.5 8.3
4269 458.2
10.5 7.3
1.9724 19342
2.2 -1.8
1.677.7 1,636.2
1.7 -2.5
2964 2091
4.4 0.9
2,012.1 2,070.9
2.1 29
50214 5373
25 7.0
2504 257.9
-0.2 3.0
«229.3  -494.1
-161.5 4376
4.6 1.6
44885 45147
4.1 0.6
16.1 13.4
1.3 0.9
1114 1107
1.7 0.7
79.3 77.0
137.6 1375
1.1 -0.1
4.6 56
2073 216.3
2.9 4.3
1727 1945
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1,633.8
5.4
1,141.1
4.6
492.9
7.6
1.9594
1.3
1,652.2
1.0
308.2
30

2,121.6

2.4
556.0
3.5

268.4
4.1

-581.1
-987.3

3.0

44277

-1.9
12.8
0.8

110.0
-0.6

75.2

136.1
-1.0

7.3
220.3

1.8
200.0
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Change %AR
West Texas
Infermediate $/Bbl
Financial Markets
Federal Funds %
Prime Rate %

10-Year Treasury %

Jan
FRB Broad index 97=100
Change Y%AR

Contribution to Reaj GRP

Units
Personal
Consumption %AR
Expenditure
Gross Private
Domestic %AR
investment
inventories %AR
Net Exports %AR
Exports %AR
imports %AR
Government AR
Total %AR

15.3
97.9

3.2
6.2
3.7

97.3
-7.2

08Q11

062

- 0.90

-0.07
0.78
0.64

-0.14
0.34
0.87

29.3
123.7

2.1
5.1
3.9

85.8
-6.1

08G2

0.88

-0.26

-1.42
2.80
1.54

-1.29
0.68
2.83

10.2
122.3

18
5.0
3.9

97.9
8.0

08Q3

-2.27

-0.86

0.41
1.06
0.76
«0.31
1.00
-025

‘This analysis can be found an The Dismal Scientist at:
http://www.economy.com/dismal/pre/data/outiook. asp ttype=1

-7.0
€9.9

12
4.2
3.8

97.4
-2.0

gscd

-2.36

-0.83

045
016
0.64
0.49
0.31
-2.19

-1.2
73.4

0.5
3.5
4.0

96.1
-5.1

09QiF

-0.67

-1.06

0.05
0.33
0.57
0.25
0.35
-1.00

3.9
78.6

0.7
3.7
4.4

95.2
-3.6

09Q2F

-0.04

-0.46

0.14
0.03
0.43
0.41
0.30
- 0.03

4.6
80.3

1.4
4.4
4.6

94.8
-1.8

09Q3F

0.20

0.15
0.44
0.87
0.44
0.31
2.21

4.8
72.4

50
8.1
46

1034
4.7

2.7
103.5

2.1
5.1
3.8

87.1
-6.1
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2.8
78.8

1.1
4.1
45

95.2

-1.9
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By Steve Cochrane in West Chester
Nevember 18, 2008

View the Moody's Economy.com Regional Forecast,

e Employment has fallen since May in all regions, with losses particularly strong in
the West and Midwaest.

e With Europe in recession, Midwest manufacturers will experience declines in
orders from abroad.

e State sales taxes revenue fell as housing markets fajtered across the Sun Belt.
Income tax revenue will be next.

e Home sales have leveled off nationally, and are rising in regions such as Southern
California.

Regional economies across the U.S. weakened in the third quarter, and are continuing
to do so in the fourth quarter. There has been no job growth since May in any of the
four broad regions of the country, with fosses particuiarly strong in the West and
Midwest . Further, falling oil and natural gas prices in the last remaining areas of the
country showing any sign of vitality—Texas and the energy-rich Mountain states—may
deflate even these robust areas.

The recession is broad because the impacts of the earlier housing crisis and now the
financia! crisis are widespread, hitting most industries in nearly every area of the
country. The financial crisis will flow through to the regional economies via at least
eight conduits:

Recession Extends Loross Two-Thirds of Fconomy

Based on ermployment and indusirial
_ production, September 2008

B Recession
B Atrisk
Expanding

http://www.cconomy.com/dismal/pro/article.asp?cid=110474&p=1 1 E; n ozignno
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Exports. All regions have benefited from rising giobal trade, but none more so than the
Midwest . However, now that the euro has falien and Europe is in recession, Midwest
manufacturers of industrial machinery, construction equipment, and other durabie
goods will experience deciines in orders from abroad. This will be an added weight on
the region, which is already grappling with sizable layoffs in the auto industry. Qutside
the Midwest, the Pacific Northwest is the most highly dependent upon exports.

Consumer spending. Consumer confidence will dip further as consumer lending
standards tighten and labor markets weaken. As a result, demand for consumer
durables, including automobiles, household appliances and electronics, will continue to
drop, hitting a number of Midwest and Southeast metropolitan areas with this
manufacturing concentration. More broadiy, retailers throughout the nation will be
stocking smaller inventories, hiring fewer workers and either closing locations or
reducing expansion plans.

fidwesi’s Exposure to Auto idustry is Concentrated

Emiployrment, auto-related industries
% share oftotal employmant, 2006

Pt UE=05%

0% 10 1%
mE1%ia 3.3%
B8 3.3% {0 25%

Housing. Weakened labor markets and tight lending conditions wiit slow the
stabitization of housing markets. But two factors lend support to some stability by next
year, limiting additional risk. First, prices have had time to fall to a point where home
sales have leveled off nationally. In fact, sales are now rising in regions such as
Southern California, which previously had the worst affordability and subsequently
some of the sharpest price declines, Second, the recapitalization of Fannie Mae and
Freddie Mac, combined with their rise in conforming loan limits, and an expanded role
for the FHA will provide additional credit to those markets that were hit hardest by the
lack of affordability and that have some pent-up demand. California and the Northeast
will be the primary beneficiaries of this.

State budgets. States that depend heavily on sales taxes already have witnessed
falling revenue as the housing markets faltered, home sates slowed, and home equity
diminished. These include Arizona, Nevada, Texas and Florida . Income tax revenue will
be the next shoe to drop. The impact on income tax can be even sharper than on sales
tax because as adjusted gross income fails, taxpayers often slip into lower tax brackets,
lowering the effective tax rate. States with a high dependence upon income tax revenue
are Oregon, Connecticut, Massachusetts, New York and California . The bottom fine is
that nearly every state will be hit by some revenue losses in the coming two years.

These first four conduits will cause the recession to be very broad across all regions of

hitp://www.cconomy.com/dismal/pro/article.asp?cid=110474&p=1 1L/19R008
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k)

the country. Four additional conduits will have greater geographic concentration,
helping to reshape the contours of the near-term regional economic outiook.

Financial services, Cuts in financial services employment and income will put the
Greater New York City area in recession by the end of the year. Ultimately, at least
100,000 banking-related jobs will be lost in the New York area, which is up from a
projected 60,000 loss of just a meonth ago. The financial impact wili be even greater as
the industry accounts for about 10% of employment but 25% of income in the New
York area. Other financial centers are at risk as well, including Charlotte, Boston and
San Francisco.

Finattcial Consolidation: Liuniied Risk to South Johs

Jacksonvile @&
Chatiolte B
Dzllas
Tampa H
San Antonio 5
Ft Lauderdale 8
Bittningham #
CEET
Richrmond
Lotisyile
Y. PalmBeach E
Allania [ i | i

10 11 12 13 14 15 16

Employment,
financial activities
location quofient,
us=1.0

Investment spending. Weaker global investment will impact areas with a
concentration in high-tech, and also those areas that produce industrial equipment and
machinery. Thus, even areas with good long-term potential as places of innovation face
near-term weakness as orders slow and startups face uncertainty among investors.
Sillcon Valley, San Francisco, San Diego, Boston, Raleigh, Austin, Dallas, Seattle,
Portland and Washington, D.C, all face risks. Centers of production for durable goods
include many of the metro areas of the industrial Midwest and parts of the Southeast,

Travel and tourism. Business travel is already falling and will falter further, since a
quick way to rein in business costs Is to reduce travel for conferences. U.S. leisure
travel will weaken and foreign visits will also decline because of the global recession
and a stranger dollar. As a result, airline travel wilf decline and dermand for hotei and
leisure services will faiter. New York, Miami, Orlando, Atlanta, Dallas, Los Angeles, San
Francisco, Chicago and Washington, D.C. will feel the effects of fewer visitors,

Migration. Many of the metropolitan areas of the Southeast, the Southwest, and the
Mountain states are dependent upon in-migration from the Northeast, the Midwest and
California to sustain underlying long-term growth trends. But with housing markets
nearly everywhere still searching for a bottom and rising home sales attributable iargely
to foreclosed properties, it remains difficult for households to seli their homes and move
to the usua! magnets of migration. Thus, 2009 and even 2010 will see the persistence
of very sluggish population growth in these areas.

http://www.economy.com/dismal/pro/article.asp?cid=110474&p=1 1 C1)/1 %{?.ﬂnﬂ
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Long-Term Defense-Related Bisk in Scuthwest
Employmert, defense-reiated industries

% share oftotat
ernployment, 2006

U.8=2%

W W reta5%
G B Greater than £.5%

B T,

Virtually nowhere in the U.S,~with the exception of Washington, D.C.—wiil escape the
financial crisis and global recession. The effect will be greatest in the Northeast, where
the direct impact is now being felt. Other areas of recent strength such as the Pacific
Northwest face higher risk of recession because of both direct and indirect effects of the
crisis. The Southeast will be hurt, but, excluding Charlotte, will not be hit as hard by the
financial crisis. Nonetheless, this recession wilf be the broadest across the U.S. regional
economies of any recession in recent memory. It will rival the recessions of the early
1980s in terms of its breadth.

Risks are clearly to the downside across ali regions. The Southeast, for example, could
lose a good measure of its growth potential if in-migration halts over the long term. The
gioba! economy holds considerable risks for the Midwest . Should the economies of Asia
contract outright, the loss of these markets would compound the auto industry
downturn to create a deep and long-lasting regional recession. The Northeast faces risk
longer-term based on the shape of future regulation of financial institutions. The West
faces long-term risks for growth in its technology and aerospace industries. The region
would doubiy suffer if federal defense spending is severely curtailed.

This commentary is produced by Moody's Economy.com {MEDC), & division of Moody's Analytics, Inc.
{MAZ}, engaged in economic rasearch ang anatysis. MEDC's commentary is independent and does not
refiect the opinions of Moody's Investors Service, Inc. [MIS), the credit ratings agency. Soth MAI and
MIS are subsidizries of Moody's Corporatian.
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LS Reglonal Forecast - State Employment Growth

Annualized % Change s Change

08Q2 08Q3 0BQ4E 09QTF 09Q2F 09Q3F O09Q4F 2007 2008E 2009E

United States -0.6 -0.7 -1.68 ~1.4 -1.0 -0.6 0.3 1.1 -0.1 -1.0
New Engiand -0.1 -0.3 2.7 -1.9 -1.5 ~1.1 -0.3 0.8 Q.0 -1.5
Connecticut 0.0 0.4 -34 -2.5 -19 ~1.3 -0.2 10 0.1 4.7
Maine -14 0.0 -1.7 -1.4 -1.4 -1.0 -04 0.4 -0.2 -1.2
Massachusetts 0.3 0.0 -2.8 -1.9 -1.5 1.4 -0.6 1.0 0.2 -5
New Hampshire 1.6 0.6 -0.9 -0.5 0.0 0.2 0.6 1.1 1.0 -0.2
Rhode Island -3.3 -3.1 -4.1 -2.5 -1.9 -1.0 0.3 -0.1 ~2.4 2.4
Vermont -0.1 ~1.3 -1.4 -i.7 -1.5 -1.0 -0.5 0.0 0.2 -1.3
Middle Atlantic -0.2 -0.1 2.5 -1.9 -1.8 -1.0 -0.4 0.9 0.0 -14
New Jersey -0.2 -0.8 2.7 -1.9 -1.4 -0.9 -0.3 0.1 -0.3 -1.5
New York -0.4 0.2 -2.9 -2.1 -1.8 -1.0 -0.3 14 0.2 -1.6
Pennsylvania ~0.1 0.3 -1.8 -1.8 -1.2 =11 -0.6 0.7 0.0 -1.2
South Atlantic -1.2 -1.3 2.6 -1.8 -1.1 04 05 1.2 0.2 -14
Delaware -0.5 1.1 -1.9 -1.2 -1.1 -0.3 -0.9 0.2 -0.1 -0.8
District of Columbia 1.0 5.6 0.4 0.2 -0.5 0.1 0.7 1.0 1.8 0.7
Fiorida -3.1 -2.6 4.0 -3.2 ~1.6 -0.4 0.6 0.5 -1.3 -24
Georgia -1.9 -4,2 -3.9 -1.6 -0.7 04 1.5 1.4 0.4 1.8
Maryland 0.5 0.8 -1.0 -0.9 -1.2 -1.1 -08 0.8 0.9 0.7
North Carolina ~1.2 -1.1 -2.2 -1.0 -0.8 -0.2 0.5 2.6 0.5 -1.0
South Carolina 0.0 -0.4 -1.8 -0.8 -0.3 0.2 0.5 2.3 0.2 -0.8
Virginia 0.7 0.6 -1.0 -1.5 -1.2 -0.9 0.1 0.9 0.4 0.8
Wes! Virginia 0.8 0.7 -1.6 2.0 -1.8 -1.3 -0.6 0.1 0.1 -1.4
East North Cantral -0.7 -1.0 -2.4 ~1.8 -1.5 -1.1 -04 0.0 -0.5 -1.5
Itinois -0.5 ~1.4 -1.3 -1.8 -1.3 -14 -0.3 0.8 0.0 -1.3
indiana -0.5 -1.5 -2.2 0.8 0.7 -0.3 03 0.5 -0.4 -1.0
Michigan -1.9 -1.1 -2.9 -2.3 -1.9 -1.1 -0.1 -1.5 -1.5 -1.9
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Forecast Fiash: First Take
it Was the Economy, Stupid

Anyone seeking an explanation of Barack Obama's success in the presidential election needs look no
further than the state of the economy, HS Global Insight's eiection modaf, whose key driver is real per
capita income growth, predicted a 53.1% share of the two-party vote for Obama, on the basis that
declining incomes wouid hurt the incumbent party. The current aimost-complete vote count matches that
prediction exactly, at 53.1%. But although the economy was the number one key to Obama's success, il
is now—or will be as of January 20—his number one problem.

Recession Is Deepaning... The damage from the financial crisis is quickly becoming evident and the as-
yet unofficial recession is deepening. The economy was turning dowr even befere the latest and most
severe phase of the credit crisis hit it on the head. Gonsumers are retrenching, with real consumption
dropping 3.1 in the third quarter; a similar drop is expected in the fourth. Housing starts and prices
continue to decline, with no end in sight. The key ISM manufacturing index has fallen deeper into the
recession zone; export orders are now faling. And the decline in the labor market is accelerating; we
expect job losses of over 200,000 per month in the fourth quarter. The upshot: four consecutive quarterly
declines in GOP, the steepest being the 3.3% drop expecied for the fourth quarter. Qur GDP growth
forecast for 2008 has been cut to 1.3%. from 1.5%, and our growth forecast for 2009 is now minus 1.0%,
rather than plus 0.2%. We see the unempioyment rate rising above 8% by the end of 2008,

...And is Now Global. Perhaps the mest important shift in the outiook this month is on the export side. It
has become cleay in recent weeks that the recession is now a global one, and that U.S. preducers will no
longer be able to rely on rapid export growth to counterbalance falling domastic demand. After a small
first-quarter 2009 increase {(heiped by a bounce in aircraft exports, as Boeing production resumes after
the stiike}, we expect exports to decline throughout the rest of next year.

Why Not Even Worse? The forecast incorporates a peak-io-trough decline in real GDP of 1.5%, wortse
than the last two receasions, but not as bad as 1882. Two key supports prevent the outlook from being
evan worse. First, we assume that oll prices continue o decline, hitting a trough of $50/barre! in the
second quarter of 2009. The resulting drop in gasoline prices from their third-quarter peak is like a $185-
biflion tax cut for consumers. Second, we have assumed that Congress will pass a $200-b#ion stimulus
package {(1.4% of GDP)} that will take effect beginning in the first quarter of 2009, including a mixture of
infrastructure spending, support for state and lotal governments, increased transfer payments {e.qg.,
extended unemploymenti insurance}, and "rebates” (similar to, but smaller than, those paid out earfier this
year). The stimulus package, financial bailout costs, and the recession will take the federal budget deficit
above $1 friflion in 2009. For now, the need to support the economy trumps deficit fears, but once the
recession is over, President Obama wilt face tough choices aboui which of his spending priorities to
pursiie and how to fund them.

inflation Vanishing. The glchal recession is quickly taling care of the inflation threat. Attention wilt shift
rapidly to deflation. Headline CP! inflation peaked at 5.8% in July, but by the third quarter of 2009, we
expect it to be negative, at minus 2.5%. Core inflation wiil prove more stubborn than the headiine number,
but should be at the beftom of the Federal Reserve's 1-2% comfort zone by the second haif of 2009, as
commuodity cests come down, higher unempioyment reduces wage inflation, and profit margins are
squeezerd,

Fed Expected ic Cut Interest Rates to 0.50%. The Federai Resenve is running out of room to cut rates,



and the effeot of such cuts is imited, given banks' refuctance to lend—but that does not mean the Fed
sheouid stop. We expect the federal funds rate o be reduced by 50 basis poinis al the Fed's Decemnber
meeting, to 0.50%, and {o hold there throughout 2008.

by Nige! Gauit
A Quiclk Look at the Numbers

{Annual rates)
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it Was the Economy, Stupid

Highlights
»  The recession is deepening. We expect real GDP to
decline for four quarters in a row, with the worst

declines immediately ahead. The economy comiracts
1.0% in 2009.

= Governments and centra] banks are trying fo unfreeze
lending markets, but credit conditions will ease only
slowly; they cannot prevent a global recession.. ~

» Inflation is yesterday’s problem. We expect headline

CPI inflation to be well into negative territory by mid-

2009.

= Monetary policy’s potency is Itmited, but we expect
the Fed to keep cutting the federal funds rate, probably
to 0.50% by the end of this year; a zero rate is now pos-
sible. '

*  Fiscal policy has better prospects for success, and we
assume that the federal government injects $200 bil-
lion in fiscal stimulus, either before or just after the
Obama administration takes office in January.

Thé Forecast in Brief

Anyone seeking an explanation of Barack Obama’s success
in the presidential election needs look no further than the
state of the economy. (lobal Insight’s election model,
whose key driver is real per-capita income growth, predict-
ed a 53.1% share of the two-party vote for Obama, on the
basis that declining incomes would hurt the incurmbent
party. The near-final vote count matches that prediction
almost exactly, at 53.3%. But although the economy was
the number-one key to Obama’s success, it is now—
or will be as of January 20—his number-one problem.

Contacts:

Nariman Behravash, 781-301-9101, nariman.behravesh@ugicbalinsight,com
Niget Gault, 781-301-9093, nigel.gaukgglobalinsight.com

Glohal Insight Web Site, hipp:/fwww.globalinsight.com
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The recession is deepening. The financial crisis wors-
ened dramatically in October, as credit markets froze and
stock markets plunged. And it is now clear that the econo-
my was turning down sharply even before the latest and
most severe phase of the credit crisis hit it on the head.
Recent economic indicators are showing precipitous
declines. Consurner spending is Talling, and both housing
starts and prices continue to decline, with no end in sight.
The key ISM-manufacturing index has fallen deeper into
the recession zone; export orders are now falling. And the
decline in the labor market is accelerating, Employment
fell more than 200,000 per month in September and
QOctober, and we expect similar losses through the end of
the first quarter of 2009, '

The upshot: the worst recession since 1982, with four

consecutive quarterly declines in GDP, the steepest being

the 3.3% drop expected for the fourth quarter. Our GDP
growth forecast for 2008 has been cut to 1.3%, from 1.5%,
and our growth forecast for 2009 ig now minus 1.0%, rather
than plus 0.2%. We see the unemployment rate rising above
8% by the end of 2009, with a peak-to-trough decline in
payroll employment of about 3 million.

Downside risks remain predeminant. Our pessimistic
scenario (probability = 23%, versus baseline = 60%) incor-
porates a recession even worse than those in 1973-75 and
1981-82. In this scenario, the 1memployment rate rises to a
peak of 9.3%.

Housing remains a major drag on growth, and until the
housing market stabilizes, it will be iinpossible to draw a
line wnder the financial crisis, Credit is tightening further
for homebuyers and homebuilders, And the broader econe-
my is now turning down, which means lower employment,
higher unempioyment, reduced household wealth, and

(C) Copyright 2008, ALL RIGHTS RESERVED
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The Recession Deepens

{Real GDP, annualized percent change)
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much more insecurity among potential purchasers. We
expect housing starts to hit bottom only in the second quar-
ter of 2009, at just 658,000 units (annual rate), and to
improve only very gradually thereafier. We expect the
FHFA/OFHEO house price index to drop 12.2% from the
first quatter of 2008 to the first quarter of 2009, and anoth-
er 8.0% by the first quarter of 2010.

- Consumers are now retrenching. Real consumption
dropped 3.1% in the third quarter, the worst decline in 28
years; a similar drop is expected in the fourth. On a calen-
dar-year basis, we expect anemic consumer spending
growth of 0.4% this year and 0.2% next. Consumers are
getting relief from tumbling oil prices, which we expect to
fall to $30/barrel, and further federal tax cuts are probably
on the way, but they cannot cutweigh the squeeze from the
crumbling labor market, falling home prices, tighter credit
availability, and lower stock-market wealth. Light-vehicle
sales fall to 13.3-million units in 2008 and 12.2 million in
2009.

Other key supports to growth are being knocked away.
Declining consumer and housing demand, coupled with
tighter credit, will make businesses pull back on capital
spending. Bquipment spending fell 5.5% in the third quar-
ter, worse than the second, and we expect double-digit
declines over the next two quarters. For 2009 overall, we
foresee a 9.0% drop in equipment spending.

But the biggest downside risk for business capital spending
is on the construction side. During 2007 and the first half
of 2008, rising private nonresidential construction
helped cushion the blow from phumging residential con-

Movember 2008

struction. But the availability of financing for commercial
real estate has tightened sharply, and the need for exfra

" retail and office space is evaporating as consumer spending

and employment decline. We anticipate declines in private
nonresidential building, starting in the third quarter of 2008
and extending through the second guarter of 2010. The
average decline in 2009 is 14.5%.

In the state and local government sector, revenue
growth is slowing, while finarcing has become more
expensive and, in some cases, impossible—a recipe for
sharp cutbacks in outlays (and not just in construction). We
project operating deficits (national accounts basis) at $92
billion for the fiscal year that began on July 1, 2008. We
expect Teal state and local government purchases to decline
in the fourth quarter of 2008 and the first quarter of 2009,
They then stabilize, but only because we assume that the
federal government provides support for current and capi-
tal spending totaling $110 biilion, beginning in the first
quarter.

The ftederal budget deficil is nsing dramatically because
of the damage to revenues from the recession and becanse
of the cost of the various fiscal-stimulus and financial mar-
ket intervention measures being used to combat it. We
expect the budget deficit to reach an unprecedented $1.1
trillion in fiscal-year 2009 (7.8% of GDP), up from $453
billion m 2008. For now, the nesd to support the economy
trumps deficit fears, but once the recession is over,
President Obama will face tough choices about which of
his spending priorities to pursue and how to fund them.

Perhaps the most ixnportant shift in the outlook this month
is on the export side. It has become clear in recent weeks
that the recession is now a global one, and that U.8, pro-
ducers will no longer be able to rely on rapid export growth
to counterbalance falling. domestic demand. Although
export growth for calendar-year 2009 is still positive (bare-
ly) at 0.7%, that reflects the momentum already built up
this year. After a small first-quarter increase (produced by
a bounce in aircraft exports, as Boeing preduction resumes
after the strike), we sxpect exports to decline thronghout
the rest of 2009. Moreover, the dellar has risen as investors
flee risk, erodiug the competitive advantage of U.S.
producers.
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The current-account deficit should halve in 2009, to
§342 biflion, from $680 billion this vear. About two-thirds
of the reduction reflects a reduced oil import bill, helped by
much lower prices. The rest reflects U.S. consumers cutting
back Imports. faster than the rest of the world cuts U.S.
exporis. '

inflation is yesterday’s problem. The global recession is
bringing commodity prices and shifting attention to defia-
tion. Headline CPI inflation peaked at 5.6% in July, but by
the third quarter of 2009, we expect it to be negative, at
minus 2.5%. Core inflation will prove more stubbom than

the headline nmumber, but should be at the bottom of the

Federal Reserve’s 1-2% comfort zone by the second half of
2009, as commodity costs come down, higher umemploy-
ment reduces wage inflation, and profit margios are
squeezed.

The Federal Reserve is running out of room to cut inter-
est rates, and the effect of such cuts is limited, given banks’
reluctance to lend—but that does not mean the Fed should

GConsumer Prices: from Inflation to Deflation
{Percent change from a year eatlier}
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stop. We expect the federal fu:nd; rate to be reduced by 50
basis poinis at the Fed’s December meeting, to 0.50%, and
to hotd there throughout 2009.

While the Recession Will Be Deep, the Stage Is
Also Being Set for a Fairly Strong Recovery

The data from the last couple of months leave hitle doubt
that the U.5. and Furopean economies have fallen off a
cliff, and others are likely to follow. Most leading indica-
tors of economic activity are deeply in recession territory,
and are heading further down at an alamming rate. Forget
any talk of a mild recession. The debate is now about
whether the curreat U.S. downturn will look more hike the
moderate recession of 1990-91 (when output fell 1.3%) or
the deep recessions of 1973-75, 1980, and 1982 (when out-
put fell between 2% and 3%).

The worst recessions of the last four decades were caused

by a combination of large oil shocks and tight monetary

policies. The expansion-kitling blows of 2008 were similar,

yet arpuably, not as bad. The demand-driven il “shock™ of .
the last few years—exacerbated in its final stages by spec-

ulative activity—was less damaging than earlier shocks,

which were triggered by supply disruptions. The collapse

in oil prices in a matter of weeks is a finction both of

expectations of a world recession and a flight to safety, as

investors have fled commodities markets. :

While monetary policy in many parts of the world, espe-
cially the United States, was (and is) loose, the impact on
the real economy has been completely undermined by the
freczing-up of credit markets. As a result, by many meas-
ures, credit conditions are as tight as or even tighter than
those that precipitated the deepest recessions in the postwar -
period. Assurning that the large and cocrdinated financial
rescue packages succeed in unclogging the banking 8yS-
terns in the United States and Burope, the impact of loose
monetary policies will eventually feed through to the real
economies. Unfortunately, it may take many months for
credit markets to thaw out. In the meaﬁtime, the de-lever-
aging process in the United States and other economies,
such as the United Kingdom, will depress growth even
further,

Although a better productivity trend means that we are not
anticipating as severe a recession in GDP terms as in 1982

Global Insight



U.S. ECONOMIC SERVICE
Executive Summary

Unemplioyment Rate Heading to 1980s Levels
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(we sec GDP dropping 1.5% peak to trough), we do
anticipate an overall rise in the unemployment rate of
roughly 4 percentage points, comparable to 1982, In our
view, that makes this recession a deep one——but there are
forces that will both prevent it from being even worse and
set the stage for a recovery that ig likely (eventuaily) to be
strong.

He;e are four positive factors fo keep in mind, First, oil .

prices are now nearly $60 per barrel--less than 50% of
their peak earlier this year—and probably keaded down to
$50, This is a huge relief to consumers in the United States
and other parts of the world. The resulting drop in gasoline
prices from their third-quarter peak is like a $185-billion
tax cut for U.S. consumers. Falling food and fuel prices

will give a nice boost to disposable income over the pext .-

year.

Second, the swift and coordinaied action on the financial
crisis by the governments in the hardest-hit economies will
pay off—indeed, it already is. Early indications are that
banks are beginning to lend to -each other again and the
inter-bank rates have failen to levels last seen before the
collapse of Lehman Brothers. Nevertheless, more help may
be needed, especially if there is a risk of a meltdown in
other parts of the financial systemi, such as the market for
credit default swaps. Recent aggressive action by govern-
ments suggests that they will do whatever is pecessary to
deal with such aftershocks, as they ocour.

Third, there is a huge amount of liquidity that has already
been pumped into the global economy-—and there is more
to come. The Fed is likely to case again, and a federal funds
- rate of 0.5%—or even lower—is a safe bet in the next few

November 2008

months. The Furopean Central Baok and the Bank of
England are expected to slash rates by another 125-150
basis points by mid-200%—and they have more room to cut
than the Fed, if they need to. Almost every other central
bank arcund the world has either started cutting or will do
so soon. As the credit crisis eases, this massive monetary
stimulus will boost growth.

Finally, further fiscal stimulus is inm the pipeline. In the
United States, there is now broad-based support for a fiscal
boost of around $200 billion (1.4% of GDP), to be put in
place quickly. We have assumed that a package will take
effect beginning in the first quarter of 2009, including a
mixture of infrastructure spending, support for state and
local governments, increased transfer payments (e.g.,
extended unermployment insurance), and “rebates™ (similar
to, but smaller than, those paid out earlier this year). Such
a fiscal boost is 4 top priority for President-elect Barack
Obarna, and has broad-based suppert in Washington. Many
governments in Europe, Asia, and other parts of the world
have either enacted or are about to enact spending increas-
es and tax cuts. This too is geod news for the recovery.

Unfortunately, the easing of credit conditions is likely to
oceur slowly. This means that the impact of monetary stim-
ufus will only be felt with a lag, Meanwhile, the housing
recessions in the United States, the United Kingdom,
Spain, and elsewhere will get worse before they get better.
Similarly, fiscal stimulus will not occur soon enough to
prevent negative growth for the next few quarters.

Bottom Line: The U.S. and global economies will con-
tract during the rest of this year and through most of 2009,
But the stage has been set for a modest rebound in 2010 and
a more robust recovery in 2011.

One final thought, though. Comparisons to Japan’s “lost
decade” and Sweden’s deep early-1990s recession are mis-
leading. It took Japan seven years to put in place a bank
rescuc package—and it was too little, too late. Moreover,
monetary and fiscal policies were too tight in the early
phases of Japan’s banking crisis. Sweden’s downturn and
banking crisis were exacerbated by Fittemptsl to maintain its
fixed exchénge—rate regime—including pushing overnight
inferest rates to stratospheric levels. Few of the factors
behind these horrific post-financial-cnsis downturns are
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Shori-Term Qutlook for Maine
Fail 2008 Forecast

2007:4 20081 2008:2 2008:3
Establishment Employment {Piace of Work, Thousands)

Total Non-Agricultural 518.8 g18.2 616.1 16.1
Pct, Ch. Ann. Rate 0.6 «0.4 -1.4 00
Manufacturing 58:5 58.3 EB.7 548
Pct. Ch. Ann. Rate - -B.D -1B 25 06
Durables 31.0 30.8 31.2 312
Wood Products .56 55 55 5.4
Machirery
Comp. & Elec. Prod. 34 3.0 3.0 29
Transportation Equip. 9.4 9.4 9.3 9.3
Nondurables 275 274 275 27.6
Food Manufacturing
Non-Manufacturing 560.3 550.4 857.4 5574
Pct. Ch. Ann. Rale 13 -0.3 -1.8 -0.1
Construction & Mining 33.6 329 321 320
Pci. Ch, Ann. Raie 0.8 77 9.4 0.0
Trade, Trans., & Utilities 126.8 126.8 125.8 125.1
Pct. Ch. Ann, Rate 1.9 0.4 -3.4 -2.1
Whoieszle Trade 21.1 211 21.0 208
Retall Trade 88.3 BR.2 B7.6 §7.3
Trans. & Warshousing 15.5 15.6 15.3 15.1
Utiiities 1.8 1.9 19 1.9
Information 1.2 112 112 11.0
Pct Ch. Ann, Rate -1.9 0.1 -1.0 7.4
Financiat Activities 3341 320 329 2.6
Pct. Ch. Ann. Rate 27 -2.4 0.0 2.8
Finanece & Insuvance 238 25.8. 256 255
Real Estate & Rental 74 7.1 72 71
Prof. & Business Svcs. 54.1 54.1 54.5 55,7
Pet, Gh. Ann, Rate 08 02 3.5 8.6
Prof, Scientific, & Tech 23.7 any 235 24,4
Management 6.4 6.2 6.7 6.6
Admin & Wasta Sves 24.0 242 24.3 250
Educ & Henlth Services 116.3 1165 171 174
Pct, Ch, Ann. Rate 0.8 21 06 0.9
Educational Services 195 105 186 18,7
Health Care 96.9 97.3 97.5 97.7
Leisure & Hospitallty 602 814 559 5a.7
PcL Clr. Ann. Rate 0.9 B.O -84 18
Arts, Entleinmni, & Rec 8.0 B.5 8.3 g3
Accom & Food Sves n2.2 52.8 517 51.4
QOther Services 20,0 . 1938 19.9 . 200
Fct. Ch, Ann. Rate 2.1 -33 0.7 34
Governiment 104.9 1039 104.0 103.8
Pct. Ch. Ann. Rate 3.0 -3.8 0.5 -0.9
Federal 14.2 © 340 - 143 14.3
Siaie & Local 9.7 89.9 80.7 BY.5

Residernt Employment & Unempioyment (Thousands)

Tetal Employrment 6714 8732 6728 6722
Pct. Ch. Ann. Ratg 0.5 1.1 -0.2 0.4
Labor Force 705.8 708.0 709.3 7115
Labor Force Partic Rate 85.5 685.7 857 669
Number Unemployed 344 34.8 365 383
Unemployment Rate 4.9 49 5.1 5.5
Other Economic Indicators
CP! (Ann. Pgt. Ch.) a9 23 55 78
Fetail Sales (Bl $} 205 20.5 207 208
New Car Regis. (Ths.) 441 513 52.3 459
Mig, Ship. (Bil 82%) a7 8.3 B.D 8.0
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2007:4 2008:1 2008:2
Personal iIncome {Billions $)
Total Personai Income 453 459 46,6
Pet. Ch. Ann. Rate 35 4.8 6.5
Real Personal Income 38.0 3841 383
Pct, Ch. Ann. Rate 08B 1.1 24
Reat Disposable Incorne 337 339 34,2
Real Per Capita Incame (Ths) 28.8 28.8 291
Avg, Househaid Income (Ths} 83.6 84.5 §5.9
Avg, Annual Wage (Ths) 35.8 36.2 36.4
By Ptace of Work
Wages and Salares 226 23.0 23.0
Manufacturing 27 27 27
Canstruction & Mining 13 1.3 1.3
Trade, Trans., & Utilities 38 39 3.8
Information 05 05 0.5
Financial Activities 186 1.7 17
Prof & Business Sves., 25 26 2.5
Educ & Heatth Services 4.1 4.2 4.2
Leisure & Hospitality 1.1 1.1 1.1
QOther Services 0.6 0.6 0.5
Government 3.9 39 4.0
Other Labor income 5.4 55 5.5
Less: Social insurance 35 3.8 36
By Place of Residence
Residence Adjustment 0.9 [k 0.9
Property Incorme ] 7.5 7.8 7.6
Proprietor's Income 35 3.4 3.4
. Farm Proprietor 0.0 0.1 0.1
Business Proprietor 34 34 34
Transfer Payments 89 9.1 9.7
Real Gross State Product, NAICS Based (Billions 2000%)
Total GSP 40.1 401 40.3
Pct. Ch. Ann. Bate -0.9 0.3 17
. Agricufture 0.7 0.7 0.7
Manufaciuring 5.1 5.1 52
iining 0.0 0.0 0.e
Consiruction 1.8 1.2 12
Trade, Trans., & Util: 8.5 85 88
tnformation 1.6 16 1.6
Financial Activilies 7.8 7.8 78
Prof. & Business Sves. 3.4 3.4 34
Educ & Hezith Services LK %) 47
Leisure & Hospitality 1.5 15 16
Crher Services 08 %] 0.8
State & Local Govt. 3.0 3.0 3.0
FFederal Gowvt. 12 1.2 1.2
Housing
Total Housing Starts (Ths.) 4B 42 37
Single-Family (Ths.) - 43 38 29
Mutti-Family (Ths.) 05 0.4 08
New Median Price (5} 224671 2262898 22183%
Unit Sales, Existing (Ths.) fuic el 218 224
Existing Median Price (§} 166532 167128 164601
Resident Peputation (Thousands, July 1}
Total Population 1318.3 13188 1316.3
Pel. Ch. Ann. Rate 0z 0.1 0.1
Under 14 years 22386 2234 2227
15 to 24 years . 1676 167.3 167.0
25 1o 44 years 333.5 338.2 338.0
A5 to 64 years 388.8 389.8 3868
65 years and over 198.8 200.3 2018
Net Migration C.1 0.1 0.4
Households 542.6 5422 542.2
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relevant to the current situation. The recent response to the
credit crisis tvok months, not years. Moreover, in most
countries, macroecononiic policies are very stimulative.
This is good news for the resolution of the current criss,

Key Forecast Assumptions

Second Fiscal-Stimulus Package: We assume that a
second fiscal-stimulus package worth $200 billion will be
implemented in the first quarter of 2009. We assume that it
includes $65 billion in funding for infrastructure spending
(channeled through the states), $45 billion in other transfers
to the states to support Medicaid and otber current spend-
ing, $30 billion in targeted transfer payments to the per-
sonal sector (e.g., food stamps, extended unemployment
insurance), and $60 billion in tax rebates to the personal
sector (we assume that $24 billion of the rebates will be
classified as transfers because they exceed tax liabilities).

TARP: The Treasury has the authority to purchase up to
$700 billion in “troubled assets” from financial institutions
{(via the Troubled Asset Relief Program). It has already
allocated $250 billion to purchase preferred shares in finan-
cial institutions, and we assume that these transactions will
enter the budget deficit on a cash basis. For the remaining
$450 bi]lio_n; we agsume that the impact on the budget
deficit will depend on the prices paid for the assets, com-
pared with the eamnings received from the assets and the
prices af which they are ultimate]y sold. We have assinned
that the program will ineur losses, and have pegged those
losses at a present value of around $106 billion, which we
have added to the fiscal 2009 federal budget deficit. -

Qil Prices to Drop fo $50/Barrel: Oil prices have fallen
back to aronnd $60/barrel, after nearing $150 in mid-July.
We have lowered our projected fourth-quarter 2008 aver-
age price (WTI) to $66/barrel (instead of $93), and assume
that oil troughs at $50/barrel in the second quarter of 2009,
before gradually climbing to just above $90 by 2013,

Natural Gas Prices to Edge Higher: Gas prices remain
below $7 per miition Btu (Henry Hub cash price), down

U.S. ECONOMIC SERVICE %
Executive Summary

from more than $13 in earty July. We assume they average
$7.20 iu the fourth quarter as seasonal démand picks up,
and then average $7.34 in 2009,

Federal Heserve o Cut Rates to 4.50%: Our baseline
assuines. that the Fed will cut the federal funds rate from
1.00% to 0.50% at its December 2008 meeting, and hold
there throughout 2009. The Fed is assumed to begin a tight-
ening cycle late in the first quarter of 2010.

The Dollar Has Bounced: A flight from risk bas sent the
doflar higher against most currencies except the Japanese
yen and Chinese renminbi. We do not see a further surge
from current levels. Global Insight assumes end-2008 val-
ues of $1.25/euro, 98 yen/dollar, and C$1.20/dollar, In
2009 and 2010, we have assumed that (gentle) doilar depre-
ciation resumes. The Chinese renminbi should continue to
rise, but inore sI.oWiy than before, and we assume just a 2%
appreciation against the dollar over the next 12 months.

Foreign Growth Is Weakening Rapidiy: The recession
is quickly becoming global, We project GDP in the United
States’ major-curréncy trading partners to decline ¢,4% in
2009, after growing just 0.9% in 2008, Growth for other
important trading partners is projected to slow to just 2.0%
in 2009, down from 4.7% in 2008.

Tax Burden to Rise Eventually: The forecast assumnes
that Congress will retain mast of the Bush administration’s
personal tax-rate reductions, rather than let them expire as
scheduled at the end of 2010. But beyond 2010, we expect
a gradual increase in the income-tax burden.

Defense Spending Growth Has Quickened: Spending
for the wars in Iraq and Afghanistan continues to climb. We
expect real federal defense purchases to rise 6.5% mn calen-
dar 2008, up from 2.5% growih in calendar 2007, but that
spending growth will slow to 1.7% in 2009.

by Nariman Behravesh and Nigel Gault

Global Insight
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" Risks to the Forecast

The world économy is facing a severe financial crisis.
Baoks have sharply reduced lending. Companies, unabie to
access credit, arc cutting back on capital spending and lay-
ing off employees. The S&P 500 is down more than 30%
since the start of the year. Banks and hedge funds are fail-
Ing at an alarming rate. The crisis, once confined to com-
panies involved in the subprime mortgage market, has
spread to the entire U.S. financial sector, and now, across
the world.

The real economy is now feeling the effects. The economy
deteriorated at the end of the third quarter. October auto
sales wete the lowest since February 1983, The economy
lost over half a million jobs in September and October, as
the unemployment rate soared to a 14-year high. The
Conference Board’s Consumer Confidence Index dove
23.4 points in October, to 38.0—the lowest level recorded
in the history of the survey.

The pessimistic scenario builds on events that are mow
unfolding, and assumes that the financial crisis gets much
wotse, It assumes weaker consumer spending, weaker busi-
ness investment, slower foreigo growth, and weak underly-
ing productivity growth. It is a scenario with a deep
recession in the near term and slow growth afterward.

In the optimistic scenario, the numerous policy salvos of
the Federal Reserve, the Treasury, and central banks around
the world facilitate a rapid recovery of the credit markets.
With credit once again flowing, domestic consumer and
business demands are rekindled, along with global dernand.
Although the economy still experiences a recession, it is a
mild one.

Meltdown (25% Probability): The pessimistic scenario
assumes that the financial crisis worsens, sending the econ-
omy into a tailspin. Credit markets remain clogged, both
domestically and across the world. Without access to.cred-
it, dommestic spending confracts and the housing market
falls into an even deeper hole.

The pessimistic scenatio assumes that the downward spiral
in financial markets continues into next year. The Treasury-
eurodollar spread (TED spread) is still above 300 basis
points in the fourth quarter of 2009 (normally, the spread is
less than 50 basis points). The spread between 30-year

November 2008

fixed mortgage rates and the [0-year Treasury note vield
also remains wider than normal into 2010.

Oil prices are lower in the short run because world demand
is falling. As a resuit, bottom-line inflation is lower. Core
inflation is also lower becanse demand is so weak. The low
inflation readings give the Federal Reserve leeway to bring
interest rates down to 0.0% (ves, zero percent!} by early
next year. With the econorny in recession, the Fed keeps the
federal funds rate at zero throughout 2009. But when the
economy gets off the imat, inflation starts creeping up
because of rising energy prices, a slowdown in productivi-
ty, and a wealker dollar. The Fed responds hy steadily rais-
ing interest rates. But its response is a bit too little, too late,
and inflation continues to edge higher. Eventually, core
inflation stabilizes—but at about 3%, about a full percent-
age point above the baseline rate.

Housing starts have never fallen under 1.0-million units in
a calendar year since 1945, but in this scenario, they drop
to 915,000 units in 2008 (compared with 927,000 in the
baseline) and 666,000 in 2009 (compared with 715,000 in
the baseline). The median price of existing homes falls
nearly 15% below the baseline in 2010. Home sales are
also much lower. The weakness in housing undermines
consumer confidence. This, along with the diop in wealth

‘associated with falling home prices and a slowdown in job

growth, causes consumers to retrench sharply. Hit especial-
ly hard are auto sales, which fall to 10.3-million units in
2009 (versus about 12.2 million in the baseline), and
“other” consumer durables (i.e., jewelry, sperting equip-

~ ment, motorcycles and pleasure boats, and aircraft). In this

alternative forecast, consumer spending cuts 2009 GDP
growth by 0.4 percentage point (compared with a 0.2-per-
centage-point addition to growth in the baseline).

Capital spending is also weaker, -as firms respond to a
bleaker outlook by scuttling long-term. projects. Business
fixed investment drops over eight straight quarters. Foreign
econormic growth is lower, which cuts into export growth.
Indeed, real GDP among the United States® major-currency
trading parmers falls for seven quarters, starting in the sec-
ond quarter of 2008 (this category does not include China).
As a result, exports deduct 0.3 and 0.2 percentage point
from growth in 2009 and 2010, respectively (compared



with 0.1-percentage-point additions in both years of the
baseline). ‘

Over the longer term, GDP growth remains siower than in
the bascline, mainly because productivity advances only
1.5% on average over the next 10 years, compared with
1.9% in the baseline. Mflation is higher because of the
slower productivity gains and a weaker dollar, and because
the Fed, after allowing inflation to creep above 3%, decides
to stabilize it at that higher level, rather than risk another
recession by bringing it down. |

In this scenario, real GDP confracts 2.4% in 2009 and
rebounds only 0.3% in 2010 (compared with a 1.0% drop
and a 1.7% gain, respectively, in the baseline).
Employment drops for 10 straight quarters (the economy
loses 4.8 million jobs), manu_fdcturing output falls for 11
straight quarters, and real GDP drops for six quarters, start-
ing with the third quarter of 2008. Unlike the previous two
recessions, those of 1991 and 2001, this one takes a heavy
toll. Peak to trough, real GDP drops 3.3%, which is wotse
than the losses during the 1973-75 and 1981-82 recessions.
Unlike those recessions, however, the economy emerges
from this downturn wezker, and facing more troubles
ahead.

Miid Recession (15% Probability): In the optimistic sce-
nario, the rapid response of the Federal Reserve to the cri-
sis in financial markets, coupled with the Treasury’'s
“rescue” plan and help from ceniral banks abroad, help the
United States avert a severe downtum. In addition, the stan-

dard optimistic scenario assumption of stronger total factor -

productivity growth is also in place. Total factor productiv-
ity, a measure of how technological progress augments eco-
nomic growth, is enhanced by reinvigorated innovation in
the technology sector. The price paths of the alternatives
are-very cvclical this month, with the optirnistic scenario
yielding higher inflation m the near term, but the more
cyclical pessimistic scenario producing more inflation after
2011.

U.S. ECONOMIC SERVICE 7
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With credit again flowing late this year, business fixed
investment recovers by 2010 and grows 4.8%, alter suffer-
ing only amodest 6.7% contraction in 2009. This compares
with a stecper 11.0% decline during 2009 in fthe baseline
forecast and a modest 0.5% dip during 2010. The downturn -
in residential investment is also less severe in the optimistic
scenarjo, with housing starts heginning t¢ recover during
the second quarter of 2009 and averaging 862,000 units for
that vear, compared with a much weaker baseline of
715,000 units.

The optimistic scenario also assumes faster growth in the
rest of the world, and a dollar that is tnitially weaken than
the baseline, but later on is stronger. The dollar heips GDP
early in the forecast but then starts to take away.

Finally, we assume slightly higher energy prices in the near
term due to stronger global demand, but lower prices in the
longer term due to a more optimistic assumption about sup-
ply. Oil prices remain near the middie of the 560-70/barrel
range for most of 2009 and then gradually rise to the mid-
$80s. '

On net, these assumptions produce a much brighter eco-
nomic outlook compared to the dismal pictures painted by
the baseline and pessimistic scenarios. Real GDP manages
a milder 1% drop in the fourth quarter and opens a wider

“growth gap over the next few quarters, as the recession

does not “feed” on itself as badly as it does in the baseline.
The unemployment rate never rises above the low-7%
range and falls back to the mid-5% range by late 2013,

Inflation. implications of the rilder recession in the opti-

mistic scenario are modest. Oil prices still pull down con-

sumer prices rapidly in late 2008, and prices still rise close
to baseline levels until 2011, with slower increases in oil at
that point holding them down. In short, the optimistic alter-
native is similar to the baseline, with more muted cycle
dynamics.

by Michael Montgomery and Patrick Newport

Global insight
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Growth Turns Negative
{Real GDP, percent change from a year earlier)

5

| AN ——
2 VM v

0 SN W S—
; T

2

2003 2005 2007 2009 2011 2013

Consumer Spending Declining
(Reai spending, percent change froma year earfier)

5

O - oW oA
:
[

«1
2003 2005 2007 2009 2011 2013

Headline Prices Wil Fall in 2009

Housing Downturn Stiil Deepening

22 20

18 :;/}//j:fﬁ::\\\k /ﬁc 10
14 \\: / 0
1-0 \bf _10
0.6 - —- . ;

2003 2005 2007 2008 2011 2013

== HOUS NG Starts {Left scale, million units}
weeeere GFHEQD Holise Price Index (Right scale, % yiy)

Foreign Trade Support Won't Last
{Percent change froma year earlier)

15

{WA =-UMN
~_\//
"7£/

™
py

le T L—

2003 2005 2007 2009 2011 2013
= Rpa| EXpoTts Reai Imports

Fed to Cut interest Rates to 6.5%

{Consumer prices, percent change from a year earlier} {Fercent)
& 8
‘&) /SN
2 N . 4 e EN———
X / Id /

¢ , / \ /

) T /

' [ —

4 0 S — N ,

2003 2005 2007 2008 2011 2013 2003 2005 2007 2009 2011 2013
e Cygrall index Core iIndex = Federal Funds Rate ——10-Year T-Nole Yicld
November 2008




U.5. ECONOMIC SERVICE g
Executive Summary

TABLE 1

Monthly Economic Indicators '
Sep. Oct.  Mar, Agr.  May. Jun. Jul. Aug. Sep. Oct.
2007 zo07 2008 2008 2008 2008 2008 2008 2008 2008 2005 20068 2007

Industrial Markets ‘
industrial Prad. Tolal {2002=100.0} 112.3 111.8 1120 1.4 1.3 1.5 1114 104 1073 w72 1088 1114

Percent Change 0.3 0.4 -0.2 0.5 0.1 0.4 0.0 ~1.3 28 3.3 2.2 1.7
Percert Change Year Earlier 2.2 1.9 1.5 0.4 0.3 0.1 -0.5 -1.4 4.5
Capadity Utilization, Manufacturing (%) 79.8 78.3 785 77T 776 775 73 7686 745 786 794 79.4
Unemployment Rate (%} 47 48 5.1 50 5.5 5.5 57 6.1 5.1 85 5.1 48 46
Fayroli Employment (Mt} 13! 837 137.977 137.831 137.784 137.717 137.617 137.550 137.423 137.139 136,899 733.695 136.002 {37.618
Change {Mil.} 0.081 0440 -5.088 -0.067 -0.047 -0400 -0.067 -0.127 -0.284 0240 2278 2397 1527
Leading Indicator {1992=1.000) 1.037 1.032 1.01% 1020 1019 1019 1012 1.003 1.006 1027  1.043 1,037
Percent Change 0.1 -0.5 0.0 0.1 -0.1 0.G 0.7 -0.5 0.3 2.7 1.3 0.4
New Orders, WMfy, (BH. $) 4254 4303 4402 4459 4500 4596 4630 4432 4320 3854 4189 4217
Percent Change 0.3 1.1 19 1.3 09 21 07 4.3 -2.5 1.9 6.2 1.9
tnv. Chg., Mfg. & Trade (B, § 73 25 a0 6.8 55 111 168 40 672 852 534
Merchandise Trade Bal (Bil $) 647 658 H63 -7086 -7TD.8 698 723 652 ~Te7.5 -817.3 7945
Consumer Markels =
Dispesable Income {BH 20008) - 8690 8588 8674 8688 9144 8911 8771 BGE2 8693 . 8122 B407 8644
Percent Change 0.1 0.0 0.4 0.2 53 -2.5 -1.68 -1.0 0.1 1.4 3.5 28
Personal Income {(Bif. $} 11789 11821 11999 12034 12258 12275 12182 12227 12251 10270 10994 11663
Percent Change 0.5 03 04 0.3 1.9 0.1 -0.8 0.4 0.2 : 56 7.1 B.t
Personal Saving Rate (%) 0.6 0.7 0.2 0.2 5.0 28 18 0.8 13 04 07 0.6
Consumer Expenditures {Bil. $} 8800 9817 10040 10073 10144 10196 10199 10203 10170 8654 8207 9710
Percent Change 0.3 0.2 0.6 0.3 0.7 0.5 0.0 00, 0.3 6.1 59 55
Retail Sales (BS. 3} : 3794 376.8 3800 320.8 383.8 3841 3816 3799 . 3/55 4078.6 43137 44885
Percent Change 14 0.7 05 0.2 0.8 0.1 0.6 -0.4 -1.2 6.4 5.8 4.4
Non-Aulo, Retall Sales {Bil. 3) 2997 2991 3060 308.0 3127 3148 3163 3124 3105 3493.8 34122 35619
Percant Change 0.9 0.2 D8 10 1.2 o7 01 -0.9 -0.6 75 85 g4
New Light-Vehicle Sales (M) 16.1 16.0 15.0 14.5 142 1386 12,5 13.7 12,5 10,56 169 6.5 5.
Housing Starls (Mil.} 1185 1.275 0988 1004 0.982 1089 0949 0872 0817 2073 1812 1341
New Home Sales (i) 0604 0723 0513 0542 0515 0498 0517 0452 0464 1279 1049 0.768
Existing Home Sales {Mil.) 57110 5080 4940 4890 4950 4850 5.020 4910 5180 7078 6508 5672
Chg. Consumer Install. Credit {Bil. $} 132 7.9 125 10.1 6.9 8.9 75 6.3 69 935 1025 1337
Prices and Wages
CPi, All Urbar Consumers 2085 2081 2133 21437 2451 2174 2192 2183 2188 1953 2016 2.073
Percent Change Year Earlier 23 3.5 4.0 39 4.1 49 5.5 54 4.9 34 32 29
Caore Cons. Price Defi. {2000::100.0) 1151 1153 1184 11865 1167 NM741 M74 176 1178 100.6 124 114.5
Percent Change Year Earfier 20 21 22 22 22 23 25 25 24 2.1 23 22
PP, Finished Goods 1670 16v9 1756 1.761 1786 1817 1839 1822 1815 1.557 1603 1.666
Percent Change Year Earlier 4.4 6.2 68 6.4 7.3 8.1 9.8 97 8.7 49 3.0 3.9
PP, Industial Commodities (NSA) 1756 1769 1,902 1838 2000 2.042 2096 29035 2004 1.602 1.688 1781
Percent Changa Year Earfer 38 7.0 10.8 14 13.6 158 | 17.8 164 141 B.B 5.4 38
Avy. Private Hourly Eamings {§) - 1767 4752 17.87 1789 17.93 1800 1806 1814 1817 1821 1612 1675 1742
Percent Change “ear Earlier 4.1 as 3.7 35 as 34 3.4 36 34 35, 2.7 39 4.0
West Texas Int. Crude Oil {$/bbl,} 79.93 B5.93 10556 11257 12539 133.93 133.44 11670 10390 76.65 5646 6610 7228
Percent Change Year Eariier 25.1 459 743 76.0 97.5 98.5 80,3 51.2 300 -10.8 36.2 17.1 93
Henry Hub Spot Natural Gas ($/mmbtu} 6.08 6,77 44 1013 M.21 1263 11.08 B8.25 7.67 6.73 8.81 6.74 6.98
Percant Change Year Earlier 24.0 17.4 329 335 47.1 726 778 324 262 05 494 235 36
Financial Markets ) ' o ' . .
Federal Funds Rate (%) 494 476 2.61 2.28 1.98 200 2.01 2.00 1.81 0.97 3.z21 4.96 5.02
3-Wonth T-Bifl Rate (%) 3.89 3.50 1.26 128 173 1.86 1.63 172 1.13 0.67 3.15 4.73 4.35
Commercial Bank Prime Rate (%} 8.03 7.74 5.66 5.24 5.00 5.00 5.00 5.00 5.00 4.58 6.19 7.56 8,05
Moody's Aaa Corp. Bond Yield (%) 5.74 5.66 551 5.55% 5.57 5.68 5.67 5.64 585 628 523 559 5.58
10-Year Treasury Note Yield (%) 4.52 483 3.5% 3.68 3.88 410 4,01 3.89 3.89 3.81 4.29 4.79 4.53
Conv. Martgage Rate, FHLMC {%) §.38 6.38 5.97 5.92 6.04 6.32 6.43 6.48 §5.04 8.20 5.87 6.41 6.34
M1 Money Supply (Bil. 5} . 1366 1370 1375 1371 1388 1386 1403 1394 1454 1372 1374 1370
Percent Change 0.3 0.2 0.2 -0.3 ~0.2 1.3 1.2 -0.7 4.3 . -0.1 -0.6 0.0
M2 Money Supply {Bil. 3} 7314 7338 7818 7631 7641 7639 7880 7670 7769 B517 8843 7233
Percent Change 0.4 03 0.9 0.2 0.1 0.0 0.5 0.1 1.3 4.0 5.2 55
Trade-Weighted LS$, 18 Ceuntrigs - _

Morgan Guaranty index (1990=100.0) 84.5 82.8 79.3 79.1 79.5 79.8 792 81.5 83.3 2.9 40,4 89.3 85.9
Percent Change -1.5 -1.9 23 0.2 0.5 0.4 -0.7 2.9 2.2 87 24 -1.2 ~3.8
Percent Change Year Earier -4.9 72 -104 4.6 -8.5 -8:.0 -74 4.9 -1.4 7.3

Real Morgan Gugranty Index 833 81.8 78.3- 78.0 78.2 784 FEN 80,4 822 87.8 90,1 88.4 84,9
Percent Change -1.8 ~1.8 -2.9 0.4 0.2 0.3 -0.9 34 23 6.3 2.2 «1.9 -0
Percent Change Year Earlier 4.8 £.6 ~i0.5 -9.4 ~8.7 -8.5 -8.1 -5.4 -1.3 T4
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TABLE 2
Summary of the U.S. Economy

2008:2 2008:3 2008:4 20091 20092 20083 2009:4 2010:1 2010:2 201003 2010:4 20111 20112
Composition of Reat GDF, Percent Change, Annual Rate )
Gross Domestic Product 2.8 0.3 -3.3 -2.1 0.5 0.4 1.2 1.7 2.8 3.0 22 3.4 3.4
Final Sales of Domestic Product 4.4 -0.8. 37 0.2 0.2 -0.1 0.5 0.4 1.7 25 2.4 3.2 35
Total Consumption 12 3.1 -3.0 6.3 19 34 22 1.0 11 20 15 14 2.4
Durables -2.8 -14.1 -17.68 9.8 7.7 20.5 101 5.8 25 5.5 33 2.6 6.9
Nondurables 3.9 54 -4.3 1.8 25 3.0 1.8 0.3 1.0 16 0.7 13 1.8
Services 0.7 0.6 a3 20 0.8 12 1.2 0.6 1.0 1.6 15 2.0 24
Monresiderdial Fixed Investment 25 ~1.0 -89 T4 ~15.8 -15.4 4.7 0.8 57 8.2 BB 10.8 10.2
Equipment & Software -5.0 5.5 07 174 7.7 «3.8 8.9 33 9.7 9.5 11.0 13.2 12.1
information Processing Equipment 8.0 2.5 7.8 134 -3.9 0.4 8.0 8.8 57 9.6 8.4 9.7 9.2
Computers & Peripherafs 13.0 Bk 130 178 28 2.7 125 205 249 274 27 21.5 21.0
Communications Equipment 16 B6 -169 -89 -19 -1 39 7.4 11.3 7.7 8.1 13.8 13.0
tndustrial Equipment -3.6 -10.6 42 285 ~16.3 7.4 2.9 92 9.5 9.2 7.4 6.8 514
Transportaiicn equipment -46.6 51.0 274 -104 0.1 -15.3 56.1 -22.5 25.4 14.7 38.2 50.8 43.0
Aircraft 5T -f9.0 1353 404 5.4 A2 25T £.5 12.8 1.4 8.9 1.2 473
Cther Equipmeint -3.2 18.2 108 215 -14.8 ~5.7 44 -8.0 0.8 6.3 79 9.5 9.3
Struchures 185 7.9 -5 164 -28.3 -345 188 43 29 53 38 54 5.6
Commercial & Health Care 0.2 -B.5 -1.3 <131 -16.3 ~35.0 -29.0 -19.5 -3.9 13.7 16.7 17.3 14.7
Manufacturing 136.1 37.3 -8.1 -32.8 -32.7 -33.4 -£6 27.3 -28.0 4.0 0.5 34 16.2
Power & Communication 05 -9.1 -1.6 -11.1 -17.3 <225 414 5.3 0.2 ~21 -7.7. 4.2 2.2
Mining & Petrolesm 316 44,0 4.7 135 -46.7 505 271 28.0 20 1.8 -3.5 2.2 8.9
Other ) 17.3 -2.8 65 207 237 -183 0.2 4.1 3.2 3.t 30 29 35
Residential Fixed Investment -13.3 191 267 248 129 2.0 130 221 33.3 29.8 23.3 18.7 95 |
Exports 123 59 1.2 2.1 4.0 4.6 ~1.0 1.6 35 53 7.2 8.7 9.4
Imports 7.3 -1.9 -4.0 112 5.9 14 T5 8.7 5.8 7.0 53 6.4 3.5
Federal Government 6.6 13.8 4.6 2.0 0.2 0.5 ~-1.3 Q.7 0.8 -1.2 -1.3 0.8 -0.7
State & Loca! Govemment 25 1.4 -1.6 -24 1.2 -0.6 0.t 0.8 0.2 0.5 35 1.9 -0.2
Biitions of Dollars ‘
Real GDP 117274 117200 116222 19560.3 115460 115582 11520.0 11639.8 11720.0 118068 ¥1872.1 11972.0 12073.6
MNominal GDP 142945 14429.2 14415.3 144101 144013 14446.7 145226 14651.3 14807.9 149785 15119.2 15313.7 15505.3
Prices & Wages, Percent Change, Annual Ra'te
0P Daflstor 1.1 4.2 27 2.0 0.2 0.9 09 18 1.5 18 15 18 18
Consumer Prices 50 8.7 7.5 -2.3 -1.4 1.4 2.0 3.0 27 34 34 3.1 2.7
Praducer Prices, Finished Goods 10.6 86 -166 100 8.7 0.8 17 28 d2 4.4 30 34 2.3
Employment Cost [ndex - Tatai Comp, 23 26 25 3.0 21 241 17 24 1.7 19 1.8 24 - 22
Other Key Measures
Qil - WT1 {§ per bamrsl) 123.78 11825 £555 56,00 5000 5100 5400 5700 80.00 6500 706 V.00 80.00
Productivity (%ch., saar} 4.3 -0.2 0.0 04 1.7 .7 17 1.8 2.3 2.0 09 20 1.8
Tatzl indusirial Production {%ch., saar} -3 6.0 4.7 4.2 28 £.9 0.0 09 21 2.8 32 38 4.4
Factory Cperating Rate 77.6 75.1 745 73.2 727 724 725 725 T3.1 735 73.7 74,3 T4.9
Nenfarm fnven. Chg. (Bi. 2000 $) 55.1 -36.6 288 832 -928 -T85 -58.1 ~16.1 16,6 31.0 349 421 39.3
Consumer Sentiment Index 59.6 64.8 57.0 58.7 60.8 62.8 §1.6 653 68.0 877 €7.5 69.9 1.2
Light Vehicie Sales (Mil. unils, saar) 1410 1289 11,00 1075 1147 1300 4359 1375 1388 1400 1425 1438 1509
Housing Starts {Mil. units, saar} 1025 0879 075 0677 0.858 0746 0.808 0883 1037 1154 1256 1317 1366
Eidst, Houde Sales (Tatal, Mil. §aar) 4910 5037 4690 4346 4385 4537 4632 48630 4746 4904 5074 4988 5015
Unemployment Rate (%) 53 6.0 65 7.4 77 8.0 8.1 8.2 83 82 81 - 80 78
Payroll Employment (%ch., saar) -0.6 0.7 -1.7 =21 -1.8 -1.0 -n.2 0.3 0.7 1.0 A1 1.5 1.6
Fadera! Surpus {Unified, nsd, bif, § 269 -169.0 4831 3830 -379 -Z227.0 -2425 -3i08 39 758 2717 -295.0 241
Currert Account Balance {Bil. $) -7328 -749.2 5343 -353.5 -2055 .3335 3853 4381 -453.9 5084 5457 -5847 5044
Financial Markets, NSA .
Federal Funds Rate {%) 2.09 1.94 0.94 0,50 0.50 0.50 050 054 0.83 144 1.96 2.48 335
3-Month Treasury Bill Rate {%) 1.81 1.51 0.58 0.64 0.84 0.96 1.03 1.17 1.51 2,05 258 315 394
10-Year Treasury Note Yieid (%} 3.89 3.86 379 3.80 3.62 3.64 3.67 3.70 3.75 3.88 4.20 4.57 51
30-Year Fixed Morfgege Rate {%) 6.03 6.3 6.05 5.65 5.684 5.61 5.53 5,52 5.50 5,59 5.89 8.25 5.79
34P 500 Stock index 1372 1252 969 950 1020 1040 1075 1085 18 1155 = 1195 1235 1275
({Four-Quarter % change) -8.3 -16.0 352 296 256  -169 1.0 153 9.3 .1 1.2 12.8 14.3
Exchange Rate, Major Trading Partners © 0.688 0724 0803 0.790 0785 0780 0776 O./mM 0766 0760 0754 0.747 0.740
{% change, annual rate;} -6.0 15.7 51.3 -6.1 -2.5 -2.5 -2.0 -2.6 -2.6 =31 2.1 3.7 ~3.7
Incomes
Farsonal inceme (% ch., saar) 7.9 1.0 1.0 55 1.7 15 1.9 25 32 38 38 5.2 4.9
Real Disposable Income {%ch., saar) 11.9 8.7 4.3 15.8 5.0 0.9 0.7 -1.2 1.3 1.4 0.5 2.2 23
Saving Rate (%) 27 13 3.1 6.4 44 3.9 35 3.0 3.0 29 2.7 28 28
Afler-Tax Profils (Bittions uf %) 1343 1292 1004 1211 1261 1298 1327 1340 1392 1418 1404 1403 1398
(Faur-quarter % change) 71 107 313 102 5.1 0.5 322 10.6 104 92 5.8 4.7 G4
November 2008
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TABLE 3

Summary of the U.5. Econamy ‘ '
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2041 2012 2043

Composition of Real GDF, Percent Change

Gross Domesfic Product 08 16 25 38 29 2.8 20 13 -1.0 1.7 3.1 a5 31
Final Szles of Demestic Precuct 1.6 1.2 5 a3 aa 2.8 24 18 0.6 0.8 2.9 3.4 a1
Total Consumption 25 2.7 28 3.8 30 30 28 D4 0.2 1.8 2.1 28 26
Durables 4.3 74 58 623 . 46 45 4.8 -39 -39 7.5 48 6.2 4.8
Nondurables 20 2.5 a2 35 34 aT 2.5 0.2 0.0 14 1.5 241 20
Services 24 1.9 18 3.2 28 2.5 2.6 15 1.1 1.1 1.9 26 28
Nonrasidential Fixed (nvestment 4,2 9.2 1.0 58 7.2 7.5 48 . 27 ~11.0 -0.5 9.6 10,0 T4
Equipment & Soflware . 4.9 8.2 28 74 9.3 7.2 1.7 <15 9.9 5.1 115 0.0 63
tnformation Processing Equipment -1.8 4.7 58 8.3 8.1 9.1 9.6 6.8 4.4 7.2 8.0 7.8 74
Computers & Peripherals 2.0 50 131 1.4 16.1 24.8 179 122 3.4 16.2 223 18.7 19.2
Communicaticns Equipment 76 211 1.0 95 = 26 117 6.9 5.2 -8.2 4.0 10.6 8.1 9.3
Industria} Equipment -8.5 1.7 29 =31 8.4 8T 14 -1 -7 4.0 7.2 8.3 4.7
Transportation equipment . -2 1.8 87 148 145 67 126 -264 -19.8 83 364 225 6.6
Aifcraft 28 286 254 -3 7.2 187 231 -13.5 3.3 57 9.9 131 10.2
OCther Equipment -3.3 31 6.0 6.1 8.7 4.1 ~8.2 -0.5 -8.8 ~2.5 84 9.0 T4
Struciures 23 7 74 4.1 1.3 13 82 127 113 -148 -H.7 5.2 0.1 7.7
Commercial & Health Care -5.3 -15.7 .6 24 0.8 6.1 8.3 08 -15.2  -15.8 14.3 16.4 4.1
Manufacturing -10.3 418 ~7.3 4.9 17.3 10.2 14.1 41.0 ~139 204 81 279 14.3
Power & Communication : a0 24 -12.9 7.8 =31 8.4 231 124 -1, -B.4 -1.0 4.8 29
Mining & Petraleum 17.8 «23.3 18.1 14.8 9.7 186 9.3 16.4 «17.9 -12.5 4.0 13 -0.2
Other 4.7 -16.0 4.5 22 4.9 7.7 19.3 132 -13.1 ~2.4 3.4 33 18
Residentla} Fixed vesiment 04 4.8 8.4 10.0 6.3 «7. -179 214 165 18.4 16.7 8.5 7.7
Exports . -5.4 23 1.3 97 7.0 9.1 8.4 8.4 0.7 1.1 79 8.7 78
imports 2.7 3.4 4.1 11.3 5.9 8.0 2.2 2.4 1.8 5.6 56 6.2 3.3
Federal Government 3.9 7.0 6.8 42 1.2 23 1.6 53 1.5 -0.9 -0.9 -0.4 0.0
State & Local Government 3.2 31 0.2 -0.2 0.1 1.3 23 1.2 0.4 0.1 0.3 0.0 0.7
Billions of Doliars : ’
Real GDP 9890.7 T0048,9 10301.1 10675.7 109895 11204.9 116239 116789 1156831 117507 t2124.%1 12543.9 12925.9
Nominal GDP 10128.0 10469.6 10960.8 116685.9 12421.9 131784 13807.6 14322.5 144452 14889.2 {5603.4 16446.4 17220.9
Prices & Wages, Percent Change
- GDP Defiator 2.4 1.7 21 29 3.3 32 27 2.4 1.8 1.3 1.8 19 20
Cansumer Prices 28 1.6 23 27 34 32 29 3.9 -0.9 24 3.0 2.4 24
Producer Prices, Finished Goeds 1.9 1.3 3.2 3.6 4.9 3.0 39 6.6 5.5 1.9 31 24 2.2
Employment Cost Indax - Totat Comp. 4.1 a5 3.8 3.8 31 2.9 31 28 25 20 .24 2.7 3.0
Other Key Measures : !
il - WTI {$ per barrel) 2596 26411 312 4147 5656 6612 7218 10138 5275 6325 8038 B8BTS 9275
Produciivity {%ch.) 26 4.1 3.7 2.8 18 1.0 14 25 40 18 17 18 1.5
Totai industrial Production (%ch.} -3.4 -0.1 1.2 25 33 22 1.7 -0.9 -3.5 0.9 3.6 39 . 29
Factory Operating Rate 73.9 728 74.0 76.3 788 794 794 76.7 7.7 73.2 752 76.9 773
Monfarm rnven. Chg. {Bil. 2000 §} 318 152 140 4B.2 391 463 37 -35.1 784 16.8 42.4 57.3 47.8
Consumer Sentiment Index 89.2 89.6 87.6 95.2 88.6 87.3 85.6 63.6 &61.0 67.1 71.9 78.2 80.4
Light Vehicle Sales (Mil, units) 1772 1682 1664 1687 16495 #6s50  16.09 1330 1220 13989 15149 1633 1670
Housing Starts (Mil. units} 601 1.710 1854 1950 2073 1.812 1341 0827 0715 1082 1388 1597 1720
Exist. House Sales (Totatl, Mil. units} 5857 6178 6727 7076 6508 5672 4B 4474 4823 5082 5747 6323
Unemployment Rale (%) 4.7 58 6.0 5.5 5.1 48 48 5.7 .7 8.2 7.8 71 8.5
Payrolt Emgployment (%ch.} 00 -1 03 1.1 17 18 11 £l -5 0.1 14 19 1.8
Federal Surplus (Unified, FY, bi. §} 1269 -160.3 -3752 4111 -321.0 -2482 -1615 -4548 -1131.0 -7252 -637.5 4441 -391.7
Current Atcourit Balance (Bil. $} «384.7 -461,3 5234 -625.0 -729.0 ~788.1 -731.2 -679.7 -342.0 -4BR.O0 6157 6717 6823
Financial Markets, NSA !
Federal Funds Rale (%} 3.89 187 113 1.35 3.21 4.86 5.02 2.04 0.50 1.22 3.73 4.78 4.8
3-Month Tréasury Bill Rate {%) 343 1.61 1.0 1.38 3.13 4,72 4.38 4.46 0.87 1.83 4.04. 4.58 4,59
10-Year Treasury Nole Yisld (%) 5.02 4.61 4.02 4.27 4.29 4.79 4.63 3.80 3.63 3.88 5.13 5.44 5.44
30-Year Fixed Mortgage Rate (%) 65.97 .54 582 5.84 5.88 6.42 .33 8.08 5.61 862 6.81 7.12 712
S&P 500 Stock Index 192 955 964 M 1207 1311 1477 1236 1021 1140 1295 1453 1580
{Percent change} »164  -18.5 -3.2 17.3 6.8 8.6 127 ~16.3 174 11.6 13.6 12.2 848
Exchange Rate, Major Trading Partners 1060 1.044 0916 0840 0.824 0812 0.767 0733 0.783 0763 0737 0.7258 0725
(Percent change} 6.0 -1.5 123 8.2 -1.9 -1.5 -5.6 44 6.8 -2.6 -34 -1.7 0.0
fncomes
Persanal income {% ch.} 35 1.8 3.2 6.2 5.6 71 61 - 42 2.1 24 4.8 5.7 539
Real Dispasable incoma (%ch.) 1.9 3.1 2.2 36 14 35 28 1.6 32 0.0 19 2.9 28
Saving Rate (%} i 1.8 2.4 2.1 21 0.4 0.7 0.6 1.8 46 29 28 29 3.0
After-Tax Profits {Billions of } 504 576 665 897 1207 1405 1436 1247 1274 1388 1391 1403 1405
(Fercent change} . -0.9 14.3 154 35.0 345 16.4 22 -13.2 22 9.0 0.2 0.8 0.1
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TABLE 4 .
Alternative Scenarios of the U.S, Economy

20608:3 20084 20091 20092 20093 20094 2007 2008 2009 200 2011 2012 2013
Meltdown {Prob. = 25%)
Compaosifion of Real GOP, Percent Change, Annual Rate :
Gross Domestic Product N3 44 -39 27 -1.5 -0.7 240 1.3 24 03 29 28 27
Teial Consumption -3.1 38 0.2 11 20 14 28 0.4 05 14 0.9 14 2.0
Nonresidentiat Fixed Investment -1.0 -11.6 -20.9 204 201 4.4 4.9 2.5 -14.3 4.9 11.2 0.7 5F
Residential Fixed investmeni “18.4 -303 Mz -135 5.4 38 -17.9 216 -195 8.8 12.2 0.1 12.7
Exports 59 D4 -1.0 -8 ~10.1 ~-5.8 8.4 8.4 ~2.3 -1.4 10.5 886 59
imports -1.9 «3.8  +13.5 -83 -1.5 47 2.2 -2.4 -64 28 5.0 28 3.2
Federal Govemment 13.8 4.6 2.0 0.2 -0.5 -1.3 1.6 53 15 -0.9 3.9 0.4 (X))
State & Local Government 1.4 -18 -3.0 04 «1.2 -1.3 23 1.1 0.9 -1.1 «1.2 -0.3 0.5
Prices & Wages, Percent Change, Annual Rate '
Censurner Frices 8.7 98 -31 27 0.1 1.5 29 3.8 -2.0 22 4.2 37 3.2
Producer Priges, Finished Goods 8.6 -20.6 15 9.3 4.4 0.3 K Ne) 6.2 -7.8 14 .7 4.8 35
Employment Cost ndex - Total Comp. 28 2.0 24 1.7 1.5 0.8 3.1 29 2.0 1.3 2.0 3.0 3.3
Cther Key Measures ' .
i - WT1 {3 per barrel #1825 5313 4576 37.07 3507 4008 | T2 O9B2G 3949 5358 BEAS 100.83 10620
Productivity (%ch., saar) £2 0.8 0.7 0.5 1.1 1.0 144 25 02 1.5 1.8 0.9 1.1
TJotai Manufacmnng Prodisction {%ch., saar} .0 43 61 £.7 4.4 3.7 17 -1.0 E=hd -2.0 5.6 4.6 1.2
Monfarm inven. Chg. (Bi#.2000 $} -38.6 -26.8 -51.0 -~115.9 -108.8 -100.8 -3.7 -34.6 ~103.6 -20.5 ‘559 46.8 334
Consumer Sentiment index 654.8 56.7 563 56.7 58.8 57.0 85.5 835 57.2 8.7 64.8 72.3 75.2
Light Viehicle Sales (M. units, saar) 12.8% 10.39 8.53 9.80 1054 .45 ; 1609 4345 1028 1342 1488 1507 1549
Housing Starts (Mil. units, saar} 0.87¢ 0704 (0618 0643 0698 0704 1341 0915 0666 0912 1189 1447 1639
Unemployment Rate (%) 6.0 6.6 7.3 8.0 8.5 8.9 4.6 57 8.2 9.2 8.8 8.1 7.5
Payrolt Empioyment {%ch., saar} -0.7 2.2 27 -2.8 -2.1 -1.5 1.1 -0.% -2.1 0.9 1.1 1.9 1.8
Federal Sumlus (Unified, FY, bit. §) -169.0 -4B7.2 .3B7.% 497 -2425 -26%.0 { -161.5 -454.8 -1166.4 -807.2 -7416 -583.0 -560.4
Financial Markets, NSA
Federa Funds Rate {%) 1.94 0.84 0.45 0.10 0.10 0,10 502 204 0.1 1.50 4,87 6.00 6.00
10-Year Treasury Note Yield (%) 3.88 353 ° 310 3.07 3.7 3.10 4,63 3.74 3.09. 387 5.95 6.49 6.50
Incomes : :
Personal incomes (% ch., saar) 1.0 0.7 42 -3.4 0.5 -0.2 6.1 4.2 1.1 0.5 4.5 8.2 6.4
After-Tax Profits {Four<ir.% change} -i0.7 334 138 122 ~1.9 284 22 137 4.3 67 286 -1.2 10
Mild Recession (Prob. = 15%)
Campasition of Real GOP, Percent Change, Annual Rate . :
Gross Domestic Product 0.3 -2.3 0.4 1.5 25 3.0 20 14 0.4 2.8 34 3.5 35
Total Consumption =341 -2.0 21 33 4.1 2.6 2.8 0.5 1.1 24 26 3.1 31
Henresldential Fixed Investment -1.0 -5.8 -135 8.8 -78 7.7 49 . 2.9 -6.7 4.8 8.9 9.6 9.0
Residential Fixed frnvestrnent -19.1 -24.4 20,8 -1.5 14,5 2186 -8 212 =112 251 175 8.3 8.1
Exports 5.9 23 56 04 1.4 4.1 5.4 8.5 38 42 8.7 7.0 7.3
frmports -1.9 2.3 -8.3 2.0 100 124 2.2 “2.3 -1.0 89 58 8.5 6.4
Federal Government 138 4.6 2.0 0.2 0.5 -1.3 1.6 £3 15 08 0.8 0.3 0.0
Slate & Local Government 1.4 <186 -2.3 1.8 0.2 14 2.3 1.1 0.1 08 0.0 0.1 o7
Prices & Wages, Percent Change, Annual Rate
Consumer Prices 6.7 =71 -0.6 0.4 24 2.8 29 3.9 0.1 29 26 1.8 1.5
Producer Prices, Finishad Goods 8.6 57 -5.9 -2.3 1.2 27 3.9 8.6 =31 27 2.2 1X:] 0.9
Employment Cost Index ~ Total Gomp. 26 2.5 32 2.6 2.6 2.4 3.1 2.8 27 2.8 2.7 28 27
Other Key Measures )
Cil - WTH ($ per bamref) 1825 6681 6509 6547 6607 €907 7218 10168 6643 7550 8500 8645 BB.67
Productivity (Ych., saar} 0.2 0.9 14 2.1 2.1 2.0 t.4 2.6 15 1.9 16 2.0 2.1
Total Manufacturing Production {%ch., saar} -6.0 4.1 2.4 -14 0.9 3.1 7 0.8 22 29 3.0 2z 24
Nonfarm tnven, Chg. {BH. 2000 §} 388 283 4724 B7D 265 6.5 <37 342 . -398 54.9 39,5 55.4 52.7
Consumer Sentiment, Index 64.8 634 65.5 734 81.5 7856 85.6 65.2 747 81.6 83.8 88.8 84.3
Light Vehicle Sales (Mil. units, saar} 12.88 1168 12.37 1382 1533 1558 | 16.09 1347 1430 1540 16.21 17.14  17.62
Housing Starts (Mil. units, saar} 0879 0762 0756 G771 D387 1036 | 1341 0930 0862 1324 1628 1827 1950
Unemployment Rate (%} 6.0 6.4 6.9 72 72 7.1 4.6 3.7 7.1 6.9 8.5 6.0 55
Payroli Employment {%ch., saar) 07 12 05 0.3 12 15 11 01 02 14 14 1.5 15
Federa! Surplus (Unifled, FY, bit. $} -169.0 4802 -371.7 -222 -2082 -221.14-161.5 4548 ~10823 -6290 -5t51 -317.0 -250.8
Financial Markets, NSA '
Federal Funds Rate (%) 1.04 0.99 0675 0.75 0.80 1.00 502 208 0.82 1.42 3.34 4.50 4,50
10-Year Treasury Note Yield {%) 3.86 3.83 3.84 .93 4.05 422 4,83 3.61 4.01 4.15 4.83 5.09 4.97
Incomes .
Personal Income (% ch., saar) 10 14 7.0 05 4.1 4.4 6.1 4.2 3.5 4.4 5.0 5.2 53
After-Tax Profits (Four-qtr.% change) -10.7 30,0 -3.7 05 56 34.7 22 128 7.7 6.4 -1.4 0.2 0.5
November 2008
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AUGUSTA, MAINE

04333-0001

JOHN ELIAS BALDACCH JOHN M. KERRY

GOVERNGR INMRECTOR,
OrricE OF ENERGY
INDEPENDENCE AND SECURITY

For Immediate Release Contaci: Ian Burnes
November 17, 2008 287-8927
Heating Fuel Prices Continue to Drop

Augnsta--- The Governor’s Office of Energy Independence and Security (OEIS) conducted the weekly oil
survey and has found that the current statewide average cash price for No. 2 heating oil to be at $2.7(¢ per
gallon falling $.10 since the last week.

Commenting on the drop in over the last month the Director of the OEIS John Kerry says, “The demand for oil
has dropped dramatically in the last couple of months as economic activity slows around the globe. Only five
months ago there were concerns that global supply would have a hard time meeting growing demand from
developing countries. Now there are fewer ships in the ocean, trucks on the roads and planes in the sky —all
leading to a dramatic drop in demand. The net result is that consumers of heating oil are now paying more than
two dollars less than they would have in June.”

1t is important to note that the price for heating oil is a statewide average and that prices in a given geographic
region of the state may be considerably higher or lower than the statewide average. Within the OEIS sample, the
lowest actual heating oil price of $2.13 per gallon was found in the Southwestern region. The high-end price of
$2.95 per gallon was found in the Central region. At the time of this release the price of WTI crude oil, major
driver of refined product prices, including heating oil was $56.90. The statewide kerosene price average is $3.26
per gallon at this time. The table below provides current Maine cash prices in dollars rounded to the nearest
penny.

As Of November 17, 2008

Heating Oil | Statewide | Southwest | Central Eastern | Western Northern
Average 2,70 2.54 2.81 2.81 2.62 2.77

High 2.95 2.80 2.95 2.90 2.70 2.85
Low 2.14 2.14 2.65 2.70 2.45 2.70
Kerosene 3.26 3.16 3.39 3.27 3.29 3.20
Propane 2.96

Today’s propane price survey found statewide average to be $2.96 per gallon which is $0.02 lower than last

week. The average price for propane represents the price per gallon for a 600-800 gallon domestic heating
application.

For assistance please contact MaineHousing about their Home Energy Loan Program (HELP) that provides low
mterest rate loans of up to $30,000 to low- and moderate-income homeowners to finance a wide variety of
energy-related improvements to their homes. For program details and a list of HELP lenders visit
MaineHousing’s website at www.mainehousing.org or call 1-877-544-3271.

PHONE: {207} 287-8927 IAN_BURNES@MAINE, GOV FAX: (207} 287-5252
G-47



Many projects funded through this program save more money through the improvements then the loan
payments they have to make. Businesses should take advantage of Efficiency Maine’s small business loan
program to make energy upgrades: hitp://www.efficiencymaine.com/business_programs.htm

The next scheduled survey will be on Monday November 24, 2008.
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Maine Revenue Services
Taxable Sales by Sector
in Thousands of Dollars

Building Supply
Food Store

General Merchandise
Qther Retail
Auto/Transportation
Restaurant

Lodging

. Consumer Sales

Business Operating
Total

Sept. '08

$243,923
$133,987
$269,134
$191,928
$302,268
$190,853

% Ch.

~0.4%
-1.1%
-4.0%

1.3%
-3.1%
-5.8%

$77,164 -12.0%
-3.0% $1,441,849

$1,399,257

$190,699

$1,589,955

-6.3%

Sept. 07

$244,918
$135,429
$269,958
$189,431
$311,925
$202,501

$87,687

$201,437

-3.2% $1,643,286

% Ch.

“1.1%
3.5%
0.2%
0.4%

~4.1%
4.4%

10.5%

Sept. '06

$247,687
$130,864
$269,483
$188,697
$325,131
$193,995

$79,320

0.5% $1,435,176

7.3%

$187,679

1.3% $1,622,866

Average
Last 3 Mos.
Vs, Last Yr.

% Change
-4%
2%
“1%
3%
-6%
0%
A%
2%
0%
1%

Moving Total
Last 12 Mos.
Vs. Prior
% Change
-3%
2%
A%
4%
-3%
1%
2%
0%
6%
0%

¥YTD Growth

CY'08 vs. '07

Thru. Sept.

% Change

-3%
2%
-1%
4%
-4%
2%
1%
-1%
4%
0%
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Building Supply Taxable Sales
January 2001 to Date

$2,625,000 1 -

$2,525,000

$2,425,000 -

$2,325,000

$2,225,000 3

$2,125,000 -

$2,025,000 ]

Thousands of Dollars

$1,925,000 -

$1,825,000 -
$1,725,000 A

$1,625,000 _.HIIII[IHIHH!I!MHiTItHIIiiHIIHIIﬁT“I,\IIHHt.IHW\i!-s-llItHl!\IHHH(I"!HH TT7¥ -100/0

< ‘Q\\\'Qh‘{‘@' Qo ~Q’5\Q‘b o® ‘Q&x@b‘ @ P P -0‘*’4‘0‘5 ARG ~0%\a<>‘?’
¥ N0 g% W0 eod 0% peye® yofadt pfaefed® W

|====12 Month Moving Total =¢"Growth Rate |

Growth Rate

Maine Revenue Services Economic Research Division 11/14/2008




Food Store Taxable Sales
January 2001 to Date
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January 2001 to Date
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Other Retail Taxable Sales
January 2001 to Date
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$3,850,000

Auto/Transportation Taxable Sales

January 2001 to Date
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Thousands of Doilars
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January 2001 to Date
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$675,000

L odging Taxable Sales
January 2001 to Date
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January 2001 to Date

Total Consumer Taxable Sales
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Business Operating Taxable Sales
January 2001 to Date
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Total Taxable Sales
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Maine Revenue Services
Sales & Use Tax and General Fund Service Provider Tax Revenue

Month FY'09 Actual FY'09 Budget FY'08 Actual FY'07 Actual FY'09 Actual FY'09 Budget FY'09 Actual FY'08 Actual

‘ vs. Budget vs. FY'08 Actual vs. FY'0B Actual vs. FY'07 Actual
Jul $102,939,388  $103,501,801 $100,895,273 $97,636,332 -0.5% 2.8% 2.2% - 3.1%
Aug $1,373,743 ($2,187,927) ($2,248,639) $1,232,000 -162,8% ~2.7% -161.1% -282.4%
Sep $103,435,596 $105,750,485 $102,884,842 $99,371,172 -2,2% 2.8% 0.5% 3.5%
Oct $96,353,116 $100,457,200 $97,816,164 $96,837,762 -4.1% 2.7% -1.5%- 1.0%
Nov $0 $86,121,193 $83,857,052 $80,635,458 -100.0% 2.7% -100.0% 4.0%
Dec $0 $79,904,814 $77.,804,104 $78,390,770 - -100.0% 2.7% ~100.0% -0.7%
Jan $0  $103,181,876  $100,469,208  $102,401,089 =100,0% 2.7% ~100.0% -1.9%
Feb : $0 $68,762,028 $66,954,262 $66,803,722 -100.0% 2.7% -100.0% 0.5%
Mar $0 $68,928,274 $67,116,138 $64,710,220 -100.0% 2.7% -100.0% 3.7%
Apr $0 $78,180,525 $76,125,146 $75,102,88% -100.0% 2.7% ~100.0% 1.4%
May $0 $77.617,204 $75,576,635 $73,480,822 -100.0% 2.7% -100.0% 2.9%
Jun $0  $191,327,608  $188,107,757  $184,453,041 -100.0% 1.7% -100.0% 2.0%
Total $304,101,843 $1,061,545,079 $1,035,157,942 $1,020,856,254 -71.4% 2.5% -70.6% 1.4%
YTD Oct $304,101,843 $307,521,559  $299,147.840  $295,078,266 -1.1% 1.4%

2.8% 1.7%

T Pk o e e s S0 M e v B i o o P e

s vt ) o 7t 4 - s e e R A O o il e e e o e

v e s e e et
2 A e o ) B ot B ) i . B S i M i ST O R A

Maine Revenue Services Economic Research Division. 11/18/2008
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Maine Revenue Services
Sales Tax Cash Receipis

Jud

Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun

FY'08
$96,400,308
$94,603,068
$97,035,811
$91,622,917

$0
$0
$0
$0
$0
$0
$0
$0

FY'08
$94,490,211
$91,648,120
$96,721,370
$90,525,216
$78,192,985
$72,211,934
$91,691,894
$61,393,582
$61,081,674
$70,112,840
$69,643,511
$80,878,894

YTD FY'09

$96,400,308
$191,003,374
$288,039,185
$379,662,102
$379,662,102
$379,662,102
$379,662,102
$379,662,102
$379,662,102
$379,662,102
$379,662,102
$379,662,102

Maine Revenue Services Economic Research Division. 11/4/2008

YTD FY'08

$94,490,211
$186,138,331
$282,859,701
$373,384,917
$451,577,902
$523,789,836
$615,481,730
$676,875,312
$737,956,986
$808,069,826
$877,713,337
$958,592,231

Growth Rate
2.0%
3.2%
0.3%
1.2%

-100.0%
-100.0%
-100.0%
-100.0%
«100.0%
-100,0%
-100.0%
-100.0%

YTD Growth Rate
2.0%
2.6%
1.8%
1.7%

-15,9%
«27.5%
-38.3%
-43.9%
-48.6%
-53.0%
-56.7%
-60.4%
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Global Insights - U.S, Ecenomic Outlook
November 2008

{2000 =100}

Calendar Year Motor Fuets Driver Value

20056 451.30

2006 i70.30 0.128
2007 184.60 0.220
2008 217.70 0.439
2009 150,60 -0.005
2010 175.30 0.162
2011 20110 0,329
2012 210.10 ] 0.289
2013 218.00 0.44%
Calendar Year Fusl Ol

2005 159.50

2006 180.30 0.130
2007 492,30 0.208
2008 245,80 0.54D
2609 170.80 0.071
2010 188.60 0.170
2011 ) 207.50 0.301
2012 213.20 0.337
2013 219.90 0.379
Catendar Year Natural Gas

2005 161.20

2008 165.10 0.024
2007 153.10 0.012
2008 186.30 0.156
2009 158.40 -0.017
2010 178.00 0.104
2011 186.40 0.156
2012 192.80 0.196
2013 201.50 0.250
Efectricity

2005 117.80

2006 132.10 0.121
2007 137.30 0.166
2008 144.80 0.228
2009 144.20 0.224
2010 145.00 0.231
2011 . 148.90 0.264
2012 151.60 0.287
2013 155.00 0.316

Global Inslghts - U.8. Economic Outlook

Febsuary 2008

(2000 = 1001
Calendar Year
2005

2006

2007

2008

2009

2010

2011

Catendar Year
2005
2006
2007
2008
2009
2010
2011

Calendar Year
2005
2006
2007
2008
2009
2010
2011

Eloctricity
2005
2006
2007
2008
2009
2010
2011

Motor Fueis

150.84
170.50
184.64
186.79
176.28
178.19
178,56

Fuel OH

169,51

180.35

193,08
206.22
188.45

189,87

190.10

Natural Gas

160.21
164.20
162.21
163.20
181.22
191.49
193.00

118.03
132,35
137.58
141,60
142,84
144.05
146.07

Driver Vaiue

0.130
0.224
0,238
D.169
0.181%
0.154

0.130
0.210
0.252
DAY
0190
0.191

0.025
0.042
0.019
0,131
0.185
0.205

0.124
0166
0.200
0.210
0.220
0.237
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Target motor vehicie sales

Forecasted Maine sales x average price

Calendar Year
2008
2007
2008
2004
2010
2011
2012
2013
2014

Fiscai Year
2007
2008
2008
2010
2011
2012
2013

25,500
26,100
25,300
24,500
25,100
25,600
26,000
26,200

58,050
52,680
48,110
41,770
43,730
46,280
47,920
48,820
50,280

Average price New Vehicle Price x
New Vehicle Reglstratlons Registrations
Maine

1,480,275,000
1,374,948,000
1,217,183,000
1,023,365,000
1,097,623,000
1,185,024,000
1,245,920,000
1,279,084,000

1,427,611,500
1,296,065,500
1,120,274,000
1,060,494,000
1,141,323,500
1,215,472,000
1,262,502,000

Growth Rate

7.4%
~11.8%
~15.9%

7.3%
8.0%
8.1%
2.7%

Fall 2008
-8.2%
-13.8%
-5,3%
7.6%
6.5%
3.9%

Target motor vehicle sales
Forocasted Maine sales x average price

Average price Now Vohicle Price x Growth Rate
New Vehlcie Registrations Registrations

Calendar Year Maine.

2006 25,600 57,920 1,482,752,000

2007 26,300 52,700 1,386,010,000 -6.5%
2008 26,600 41,720 1,100,752,000 ~19.9%
2009 27,500 42,596 1,171,393,300 5.6%
2010 28,400 43,861 1,235,973,053 5.9%
2011 29,000 45,638 1,320,614,963 8.5%
Fiscal Year

2007 1,434,381,000 Winter 2008
2008 4,247,881,000 “13.0%
2009 1,140,572,650 -8.6%
2010 4,205,683 177 5. 7%
2011 1,280,294,008 6.2%
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Sales & Use and Service Provider Taxes: Basellne Foracass FY089 - FY13

F¥i3

;

Y08 F¥ay Blonnium Y08 FY99 Biennium Fy{0 FY11 Blgnafum FYi2 Elanniim
Actuals & Fobreary, 2008 Forecast A §093,202,707 $1,020,856,253 52,014,066.860 ; $1,035,157,942 $1.081,545,078  $2,086,703,021 | $1,100,274,128  §1,144,266,754 $2,244,540,882 50 $0 $0
Growlh Rate 5.5% 2.4% 8.4% 14% 2.5% 4.1% 3.8% 40% T1%
Technizal Adustments 1o Prior Forecast 2 %0 $0 $0 50 $0 $0 $0 $0 %0 30 30 %0
Econamiz Assumptions /3 0 50 %0 50 {$20,771,804)  ($20.771.604)| ($37,872704)  ($40,378,245)  (578,250,949)] 51,445,304,534  §1,165,246,266 £2,334,547 830
Total Adjustments to Prior Forecast 0 30 40 ] {§20,771,604) (320,774.604)|  (337,872704)  ($40,378,245)  ($76,250.8403 $1,145,301,554 §7,180,246,208 82,334,547,830

New Foracast

Gmwth Rate

$001,202,707 §4,020,856,253  $2,014,056.960

B.5% 2.8% 8.4%

§1,035,457,942  51,040,773,475  $2,075,031,417

1.4% 05% 31%

$7,062,401,424 $1,102,888,509 $2,166,200,833

2.1% 3.9% 4.8%

$1,145,301,534

8%

$1,180,248,206  §2,234,547,830

3.8%

7.8%

1/ Febryary, 2000 forecast with FY0B, FY07, and FYJ8 acluals,

2/ Technina! acjustments refer 10 all changas In the foracast that are net relalec o changes from new gconomis assumptions. Examples of technical chanpes thay be now data, medel updates and changes, and court aB5es that afact ravenues.

3¢ This line shows the incremenial change in basalme revenes as a rasuit of tha new economle forecast réteased by the Congansus Egonomic Forecasting Commmitee. In addition, Giobal Insight's November 2008 forecast is used o estimate the impact

of eaargy prices cn sales tax receipts and 1 targot automebile safes growth,

Malne Revenue Sendces
Eronomic Research Divislon

20-Nov-08
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Maine Revenue Services

Model Sales Tax Revenue for Selected Categories from the November 2008 Forecast

{millions of doltars)
Fiscal Years

Personat Consumption
Total motor vehicles
New autos

Used Autos

Other motor vehicles

Restaurants
Lodging

Shoes

Women's clothing
Men's clothing

Jewelry and watches
Toilet articles and preps
Furniture

Drugs

Personal consumption
Business Intermediate
Business investment

2008

$137.9
$60.81
$34.40
$42.66

$137.34
$43.91

$10.58
$40.65
$24.7
$13.8
$19.3
$17.4
. $18.7

$744.7
$201.2
$83.4

2009

$119.1
$52.54
$29.72
$36.86

$141.30
$46.85

$10.84
$42.27
$25.7
$14.5
$20.5
$18.2
$17.0

$747.5
$205.3
$87.2

13.6%
13.6%
13.6%
13.6%

2.9%
6.7%

2.5%

4.0%

4.0%
51%
6.2%
4.8%
1.6%

0.4%
2.1%
4.6%

2010

$112.8
$49.8
$28.2
$34.9

$145.4
$50.0

$11.1
$44.0
$26.7
$15.2
$21.8
$19.1
$17.2

$783.7
$207.5
$90.3

-5.3%
-5.3%
-5.3%
-5.3%

2.9%
6.8%

2.5%
4.0%
4.0%
5.1%
6.3%
4.9%
1.7%

2.2%
1.1%
3.5%

2011

$121.4
$53.5
$30.3
$37.6

$148.7
$53.5

$11.3
$45.6
$27.7
$16.0
$23.2
$20.0
$17.4

$793.3
$215.7
$93.9

7.6%
7.6%
7.6%
7.6%

2.3%
7.0%

1.8%
3.6%
3.7%
5.1%
6.4%
4.6%
0.8%

3.9%

3.9%

41%

2012

$129.3
$57.0
$32.3
$40.0

$152.7
$57.7

$11.6
$47.5
$28.9
$16.9
$24.8
$21.0
$17.6

$822.2
$224.1
$98.0

6.5%
6.5%
8.5%
6.5%

2.7%

7.7%

21%
4.1%
4.1%
5.5%
7.0%
5.2%
1.1%

3.6%
3.9%
4.3%

2013

. $134.3
$59.2
$33.5
$41.8

$157.1
$52.3

$11.8
$49.5
$30.1
$17.9
$26.6
$22.2
$17.8

$854.6

$231.5
$1021 -

3.9%
3.9%
3.9%
3.9%

2.9%
8.1%

2.4%
4.4%
4.4%
5.9%
7.3%
5.5%
1.3%

3.9%
3.3%
4.2%
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Maine Revenue Services .
Transfers to the Tourism Marketing Promotion Fund
November 2008 Forecast

5% of the tax on meals and lodging is dedicated to the Tourism Marketing Promotion Fund.
Revenue is credited to the fund in July and October of each year based on reveriue collected
in the prior fiscal year after revenue sharing has been deducted.

Actual FY'08 meais/lodge tak revenue $191,115,001
General Fund portion $181,368,136 94.9%
FY'09 Transfer to Tourism - budget $8,989,877
Actual FY'09 transfer $9,068,407 5.0%
Variance $78.530

FY'09 FY"10 FY'11 FY™2
Meals and lodging revenus forecast $198,350,000 $205,930,000 $213,110,000 $221,620.000
Growth rate 3.8% : 3.8% 3.5% 4.0%
General Fund $188,234,150 $195,221,640 %$202,028,280 %$210,095,760
General Fund percentage 94.9% . 94.8% 94.8% 94.8%
November 2008 forecast FY'10 Fy"11 FY“2 FY*13
5% to Tourism Fund $9,411,708 $9.761,082 $10,101,414 $10,504,788
Current budget $9,357,623 $9,834,091
Variance

Transfer to the Transit, Aviation and Rail Transportation Fund (STAR Fund).
50% of the revenue coilected from the 10% sales tax on short-term automobiie
rentals in a fiscal year is transferred to the STAR Fund in the next fiscal year.

FY10 FY"11 Fy"2 FY'3
Current Budget $3,054,519 $3,142,840
November 2008 forecast $3,054,518 $3,142,840 $3,215125 $£3,301,934
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YTD individual Income Tax Revenue
FY'09 Actual, B

Actual
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Maine Revenue Services Economic Research Division 11/18/2008
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Maine Revenue Services
individual Income Tax Revenue
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FY'09 Actual FY'09 Budget FY'08 Actual FY'07 Actual  FY'08 Actual  FY’09 Budget FY'09 Actual FY'08 Actual

vs. Budget  vs. FY'08 Actual vs. FY'0B Actual vs. FY'07 Actual
Juj $112,350,106 $104,211,492 $94,757,222 $90,829,254 7.8% 10.0% 18.6% 4.3%
Aug $29,252,031 $47,030,000 $52,138,736 $44,386,435 -37.8% -9.8% -43.9% 17.5%
Sep $135,475,567 $126,000,000 $118,358,208  $114,238,155 7.5% 6.5% 14.5% 3.6%
Oct $102.870,535 $104,250,000 $93,194,975 $84,923,088 -1.3% . 11.9% 10.4% 9.7%
Nov $0 $96,173,385 $104,070,393  $104,500,815 -100.0% ~7.6% ~100.0% -0.4%
Dec $0 $109,896,484 $117,467,085 $113,280,029 -100.0% ~6.4% ~100.0% 3.7%
Jan $0 $144,550,000 $148,719,712  $148,537,510 -100.0% -2.8% ~100.0% 0.1%
Feb 50 $36,840,000 $32,009,960 $34,907,426 ~100.0% 15.1% ~100.0% -8.3%
Mar $0 $47,970,000 $57,226,313 $44,066,086 -100.0% -16.2% -100.0% 20.9%
Apr $0 - $283,700,000  $331,881,135 $288,532,021 -100.0% -14.5% -100.0% 15.0%
May $0 $105,488,751 $104,901,490 $101,176,024 -100.0% 0.6% -100.0% 3.7%
Jun $0 $191,859,174 $188,742,8858 $184,557,871 -100.0% 1.5% -100.0% 2.3%
Total $379,948,239 $1,397,767,286 $1,443,468,204 $1,353,934,494 -72.8% -3.2% -73.7% 6.6%
YTD Oct $379,948,239 $381,491,492 $358,449,231 $334,376,932 0.4% 6.4% 6.0% 7.2%

Rl ] S e s Gy e e e S M g Sl o A e e o e et S LR BT 44 AR Ll o

o e e A i g i 400 SAA) v S35 e s s 7t v - B o Rt S s e v - 1 e S ‘S R M e Y
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Withholding Tax Revenue

12 Month Moving Total
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1040 E
Year-to-

stimated Payments

Date FY'09 & FY'08
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1040 Final Payments
Year-to-Date FY'09 & FY'08
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Maine Revenue Services
Individual Income Tax Withholding, Estimated Payments and Final Fayments

Jul

Aug
Sep
Qct

Nov
Dec
Jan
Feb
Mar
Apr
May
Jun

FY'09

$100,983,161
$90,284,685
$85,8491,678
$101,632,415
$0

$0

$0

$0

$0

$0

$0

$0

Year-To-Date

Jut
Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun

FY'09

$100,983,161
$191,267,846
$277,159,522
$378,791,937
$378,791,937
$378,791,937
$378,791,937
$378,791,937
$378,791,937
$378,791,337

1040 Withholding

FY'o8

$63,412,245
$108,802,415
$74,628,128
$90,467,876
$112,012,977
$92,779,409
$109,760,903
$106,765,720
$80,251,282
$84,592,770
$103,478,276
$84,504,799

1040 Withholding

FY'08

$83,412,245
$192,214,660
$266,842,788
$357,310,664
$469,323,641
$562,103,050
$671,863,853
$778,629,673
$868,880,955
$953,473,725

$378,791,337 $1,056,952,001
$378,791,337 $1.141,456,800

Growth Rate

211%
A17.0%
15.1%
12.3%
-100.0%
-100.0%
-100.0%
-100.0%
-100.0%
«100.0%
-100.0%
-100.0%

Growth Rate

21.1%
-0.5%
3.9%
6.0%
-19.3%
-32.6%
~43.6%
-51.4%
-56.4%
-§0.3%
-64.2%
-66.8%

FY'09

$4,266,214
$3,662,687
$66,964,004
$4,981,764
$0

$0

$0

$0

$0

$0

$0

$0

FY'09

$4,266,214

$7,928,901
$74,892,905
$79,874,669
$79,874,669
$79,874,669
$79,874,669
$79,874,669
$79,874,669
$79,874,669
$79,874,669
$79,874,669

Maine Revenue Services Economic Research Division. 11/4/2008

1040 Estimated Payments

FY'08

$4,562,923
$5,493,361
$60,753,468
$5,536,440
$3,243,293
$29,170,837
$64,940,383
$1,429,745
$3,650,546
$41,639,484
$2,977,052
$55,557,521

1040 Estimated Payments

FY'08

$4,562,923
$10,056,284
$70,809,772
$76,346,212
$79,589,505
$108,760,342
$173,700,725
$175,130,470
$178,781,016
$220,420,500
$223,397,552
$278,955,073

Growth Rate

-6.5%
~33.3%
10.2%
-10.0%
-100.0%
-100.0%
-100.0%
~100.0%
-100.0%
-100.0%
-100.0%
-100.0%

Growth Rate

-6.5%
-21.2%
58%
4.8%
0.4%
-26.6%
-54,0%
-54.4%
-55.3%
-63.8%
-£4.2%
-71.4%

FY'08

$6,651,177
$6,158,672
$5,485,836
$14,300,848
$0

$0

$0

$0

$0

$0

$0

$0

FY'09

$6,651,177
$12,809,8449
$18,295,685
$32,596,533
$32,596,533
$32,596,533
$32,596,533
$32,596,533
$32,596,533
$32,596,533
$32,596,533
$32,596,533

1040 Final Payments

FY'08

$4,658,736
$5,614,350
$4,872,685
$12,490,097
$5,327,680
$3,5561,776
$4,705,560
$7,945,415
$22,128,003
$239,096,089
$8,778,540
$6,030,070

1040 Finai Payments

FY'08

$4,658,736
$10,273,086
$15,145,771
$27,635,868
$32,963,548
$36,515,324
$41,220,884
$49,166,299
$71,294,302
$310,390,391
$219,168,931
$325,199,001

Growth Rafe

42.8%
9.7%
12.6%
14.5%
-100.0%
~100.0%
~100.0%
~-100.0%
~100.0%
-100.0%
-100.0%
-100.0%

Growth Rate

42.8%
24.7%
20.8%
18.0%
-“1.1%
-10.7%
~20.9%
-33.7%
-54.3%
-89.5%
-89.8%
-90.0%
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Iindividual Income Tax Refunds
Year-to-Date FY'09 & FY'08
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Maine Revenue Services
Individual income Tax Refunds

Jul

Aug
Sep
Oct
Mov
Dec
Jan
Feb
Mar
Apr
May
Jun

Month

FY'09

$7,519,5693
$3,354,678
$3,357,568
$5,472,769
$0
$0
$0
$0
$0
$0
$0
$0

FY'08

$5,429,237
$2,590,045
$3,086,309
$4,677,166
$4,791,032
$6,707,364
$13,839,204
$84,755,980
$49,546,899
$45,696,745
$18,521,731
$10,462,683

Year-To-Date

FY'09

$7,519,593
$10,874,271
$14,231,839
$19,704,608

$19,704,608

$19,704,608
$19,704,608
$19,704,608
$19,704,608
$19,704,608
$19,704,608
$19,704,608

Fy'og

$5,429,237

~ $8,019,282
$11,105,591
$15,782,757
$20,573,789
$27,281,153
$41,120,357
$125,876,337
$175,423,236
$221,119,981

"$239,641,712

$250,104,395

Maine Revenue Services Economic Research Division. 11/18/2008

Growth Rate
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Individuai Incoma Tax: Basefine Forecast FY09 - FY43

FYDS Fyor Bignnium FY0& FYog Bignnium FY10 Eyit Bignnium FY12 FY13 Slennium |
Actuais & February, 2008 Forecast /1 $1,284,510,7456  $1,383,934,495 $2,608,445241 | $1,443.468,204 §1,397,767,288 52,841,235490 | $1,420,187,194 $1,440,758,898 52,868,944,002 50 $0 0
Growth Rate 1.2% 7.8% 7.8% B.6% -2.2% . 8.9% 1.6% 2.1% +.0%
Persanal Property Tax Exemption (2 %0 %0 $0 $11,373,516 $11,373,516 $21,538,412 $27,486,069 50 0
BETR Reimbursement /2 67,066,810 $685,553,082 $133,518,902 $67 675,376 $68,559,334 $138434,710 $65,653487 $60,047,934 $125,701.421 50 50 30
Tax & Rent Claims /2 $42 796,070 $44 440,759 §87.236.829 $48,688,380 $48,133,249 $22,822.628 $48.450, 780 $48967.359  $85.418,138 3¢ $ 50
Individua! Income Tax Before TAR Claims $1364,372,626 $1,494,928,346 $2,529,300,972 | $1.568,032,961 $1,523,033,385 §3,081,666,346 i §1,559,829,873 $1,686,208,260 §3,140,086,133 50 §o $o
Growth Rale E3% 7.4% 7.6% 6.4% -2.2% 8.9% 2.0% 2.1% 1.9%
Technica! Adjustmants /3 30 $25,459,000 $26,4658,000 $147,741,000 $5,230,000 $22,941,000 30 50 20
Economic Assumptions /4 £6 {§100,831,000) {$100,834,000} {$87,861,000} {§67.645,000) ($155,506,0003) $1,579.083,000 §1,821,165,000 $3,200.248,000
Total Adjustments to Prdor Forecast $0 {574.,472,000) (574,372,000} ($70,150,000} 862,415,000  ($132,5685,000%) §1,579.082,000 $1,621,165.000 53,200 248,000
Mow Forscast $1,384,372,626 $1,464,928,346 $2,608,445,241 | $1,550,032,851 $1449461,385 $2,766,963,490 | $1483,679,873 §1,523,843,260 $2,737,379,092 | 51,579,083,000 $1,621,165,000 $3,200,248,000
Growth Ratp 5.3% T A% 7.5% 5.4% 7.0% 6.1% 24% 2.7% <1.1% 1.5% 2.7% 16.9%
Personal Property Tax Exemption $0 $0 $o $0 ($11,873.516)  {$11,373,516)] {§21.536412)  (827,486,0080)  (5§49,024481)F {$31,294,342)  ($33,850,807) (#35,245.149)
Tax & Rent Claims {$42,796,07C} (544,440,759} {5B7.236,628) {546 £49,380) {$48,202,400) {$94,851,780} {$50,701,520) (§53,375,000) {§104,078,520) {$54,713,640} ($56,500,780)  (5111,214,400)
BETR Refmbursamnent (567,065,810} {$66,553,092) {§133,618,902) %87 .875,376) ($68,559,334) (536,434,710} {365,653,487) (360,047,034  ($125,701,421) {$54,552,985) ($40,202,583)  ($103,835,578)
Total Individua? Incomp Tax $1,254,510,746  $1,353,934,405 §2,608,445,241 | §1 .4-43,46.8,204 $1,321,325,135 $2,764,794,338 | §1,345,706,454 $4,382,9M,257 $2,728,720,711 | $1,438,522,023 $1,481,430,850 52,019,952,873
-1.2% 7.9% 7.5% 6.6% -8.5% 6.0% 1.9% 2,8% «1.3% 4.0% 8.0% 7.0%
1# February, 2008 formcast with FY08, FY'07, and FY08 actuals.
2/ adiusts for Maine Residenis Property Tax Relief Program, BETR transfers and reimbursement to municipaiities for Busingss Equipment Proporty Tax Exemption.
3/ Technical adjustments refer to all changes in the forecast that are not retated to changes from new economic assumptions. Examples of technical changes may be new data, model updatas and changes, and court cases that affect revenuas.
47 This lina shows the incrementat change In baseline revanues as 2 result of a new economic foracast,
Maing Revenua Services
Research Divigion 20-Mov-08
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YTD Corporate Income Tax Revenue
FY'09 Actual, Budget & FY'08 Actual
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Maine Revenue Services
Corporate Income Tax Revenue

FY'08 Budget
vs, FY'08 Aclual vs. FY'08 Actual vs, FY'07 Actual

FY'09 Actual

FY'08 Actual

FY'09 Actual  FY'09 Budget  FY'08 Actual FY'07 Actual FY'09 Actual

vs. Budget
Jul $7,378,233 $6,030,000 $7,127,701 $10,487,769 22.4%
Aug $266,189 {$300,000) {$1,099,888) $2,275,148 188.7%
Sept $31,059,014 $40,800,000 $37,994,766 $37,010,069 -23.9%
Oct $5,221,720 $6,100,000 $7,301,509 $5,870,974 14.4%
Nov $0 {$2,400,000) ($90,558) ($10,030,546) -100.0%
Dec $0 $29,000,000 $26,768,846 $27,088,753 -100.0%
Jan $0 $4,100,000 $4,068,428 $6,378,309 -100.0%
Feb $0 $7,100,000 ' $6,460,175 $8,781,686 -100.0%
Mar $0 $28,470,000 $26,165,509 $18,679,646 -100.0%
Apr $0 $30,000,000 $28,736,923 $26,196,013 -100.0%
May $0 $2,394,770 $3,360,696 $7,456,077 -100.0%
Jun ' $0 $45,700,000 $37,720,462 $43,657,836 -100.0%
Total $43,925156  $196,994,770 $184,514,569 $183,851,534 -77.7%
YTD Oct $52,630,000 $51,324,088 $55,643,960 16.5%

$43,925,156

" 15.4% 3.5% -32.0%
72.7% 124.2% -148.3%
7.4% -18.3% 2.7%
-16.5% -28.5% 24.4%
2650.2% -100.0% -99.1%
8.3% -100.0% 1.2%
0.8% -100.0% -36.2%
9.9% ~100.0% -26.4%
8.8% 100.0% 40.1%
4.4% -100.0% 9.7%
-28.7% 100.0% -54.9%
21.2% -100.0% -13.6%
6.8% -76.2% 0.4%
2.5% -14,4% -7.8%

o

Maine Revenue Services Economic Research Division. 11/18/2008
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Corporate Estimated Payments
Year-to-Date FY'09 & FY'08

$180,000,000

$160,000,000 ‘\

$140,000,000

$120,000,000 \\

$100,000,000 \

$80,000,000

$60,000,000 : \\

$40,000,000

$20,000,000

$0 - ol

il FY'09 1 FY'08 ~— Growth Rate
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Corporate Final Payments

Year-to-Date FY'09 & FY'08

115%
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Maine Revenue Services Economic Research Division 11/4/2008
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Maine Revenue Services
Corporate Income Tax Estimated Payments

Jul
Aug
Sept
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun

Month
FY'09
$6,280,083
$1,292,836

$28,193,141
$4,632,322
$0

50

$0

$0

$0

$0

$0

$0

FY'08
$5,856,003
$2,514,546

$33,935,035
$6,298,149
$3,094,456

$26,726,816
$4,388,639
$2,642,550
$4,605,971
$27,033,336
$3,052,002
$32,365,146

Growth Rate

7.3%
-48.6%
-16.9%
-26.4%
-100,0%
~100.0%
-100.0%
-100.0%
-100.0%
~100.0%
~100.0%
-100.0%

Corporate Income Tax Final Payments and Back Taxes

Jul
Aug
Sept
QOct
Nov
Dec
Jan
Feb
iar
Apr
Iday
Jun

Month
FY'09
$2,732,994
$1,130,075
$4,268,587
$6,879,061

$0
$0
$0
%0
$0
$0
$0
$0

FY'08
$1,369,073
$2,602,227
$5,309,590
$4,897.473
$2,487,708
$2,942,977
$1,481,462
$4,669,633

$23,039,695
$2,923,062
$1,525,126
%$4,659,892

Growth Rate

99.6%
-56.6%
-19.6%
40.5%
-100.0%
-100.0%
-100.0%
~100.0%
-100.0%
-100.0%
~100.0%
-100.0%

Maine Revenue Services Economic Research Division. 11/4/2008

Year-To-Date

FY'09
$6,280,063
$7,572,899

$35,766,040

$40,398,362
$40,398,362
$40,398,362
$40,398,362
$40,398,362
$40,398,362
$40,398,362
$40,398,362
$40,398,362

Year-10-Date

FY'09
$2,732,994
$3,863,069
$8,131,656

$15,010,717

$15,010,717
$15,010,717
$15,010,717
$15,010,717
$15,010,717
$15,010,717
$15,010,717
$15,010,717

FY'08
$5,855,003
$8,369,549

$42,304,584

$48,602,733
$51,697,189
$78,424,005
$82,812,644
$85,455,194
$90,061,165

$117,994,501
$121,046,603
$153,411,649

FY*08
$1,369,073
$3,971,300
$9,280,890

$14,178,363

$16,666,071
$19,609,048
$21,090,510
$26,760,143
$48,799,838
$51,722,900
$53,248,026
$57,907,918

Growth Rate

7.3%

-8.5%
-15.5%
«16.9%
-21.9%
-48.5%
-51.2%
-52.7%
-55.1%
-65.8%
-66.6%
-73.7%

Growth Rate

99.6%
-2.7%
-12.4%
5.9%
-9.9%
-23.5%
-28.8%
-41.7%
-69,2%
-71.0%
-71.8%
~T4.1%
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Corporate Income Tax Refunds

| Year-to-Date FY'09 &

FY'08
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Maine Revenue Services Economic Research Division 11/18/2008
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Maine Revenue Services

Corporate Income Tax Refunds

Jut
Aug
Sep
Oct
MNov
Dec
Jan
Feb
Mar
Apr
May
Jun

Maine Revenue Services Economic Research Division. 11/18/2008

Month

FY'09

$1,337,986
$519,328
$1,129,090
$6,185,736
$0

$0

$0

$0

$0

$0

$0

$0

FY'08

$914,990
$1,441,893
$1,258,085

- $3,663,219

$5,508,977
$2,8611,871
$1,527,926
$666,290
$1,427,128
$1,817,5630
$872,204
$668,506

Year-to-Date

FY'09

$1,337,986
$1,857,314
$2,986,404
$9,172,140
$9,172,140
$9,172,140
$9,172,140
$9,172,140
$9,172,140
$9,172,140
$9,172,140
$9,172,140

FY'08

$914,990
$2,356,883
$3,614,968
$7,278,187
$12,787,164
$15,599,035
$17,126,961
$17,793,251
$19,220,379
$21,037,909
$21,910,113
$22,578,619

Growth Rate

46%
~21%
1T%
26%
-28%
-41%
~46%
-48%
-52%
-56%
-58%
-59%



Gorporate ingome Tax: Genaral Fund Baseline Foracast FYDS - FY13

FY06 FYo7 Bienminm FYO8 FY09 Bieanium FY10 FYi1 Blennium F¥12 FY13 Blennium |
Actuals & February, 2008 Forecast /1 §188,015,557 $183,851,533  $371,867,090 | $184,514,568 $197,244,770  $3B1,759,338 | $205,084,201 $204,838,113 $409,724,014 $0 $0 0
Growth Rate 38.4% -2,2% 50.3% 0.4% 6.9% 2.7% 4.0% -0.2% 7.3%
Technical Adjustments to Prior Forecast /2 $0 50 %0 §0  ¢$11,210,900} {$11,240,000)] ¢$5,650,000} ($4,007,603)  (§5,657.803) Fo %0 $0
Economic Forenast /3 $0 %0 0 S0 ($18,BS0,000) {$16,860,000) (524,210_]000) {520,578,500) (544,768,500} { 182,303,700  $183,670455 §365,064,155
Tatal Adjusiments to Prior Farecast £0 $a 50 ($28,090,000) {528,000,000} | (§29.660,000) [$24 585,103} (F54.445,103) | $182,393,700 §183,070,455 $365,064,155
Mew Foracast $188,015,6857 $183,851,533 $371,867,000 [ $184,514,568 $169,154,770 $353,6089,338 ] $175,224,901  $190,053,010 $355277,911 | $162,393,700 §183,670,455 $385,064,155
Growih Rate 38.4% -2.2% 50.3% 0.4% -5.3% -4.8% 3.6% 2.8% 0.5% 1.3% 0.7% 3.0%
1/ February, 2008 forecast with FY08, FY0T, and FY0R actuzis.
2/ Technical adjustments refer fo all changes in the forecast that are not related to changes from new economic assumptions. Examples of technical chanhges may be new data, modal updates and changes, and court cases that affect revenues.
3/ This line shows tha incremental change in baselina revenues as a resuit of a new eeonomic forecast. Tha new economic forecast is a combination of the CEFG foracast and Globa! Insight's Navember 2008 forecast of Corporate.
pre-tax profits,
Maine Revenue Services N

20-Nov-08

Ecenomic Research Divisicn
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Packages of Cigarettes Sold Derived from Revenue
12 Month Moving Average Jul '97 to Date

10,850,000

Tax raie increased from 37 cenis to
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9,850,000 :
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the states Nov. 1998 __—"|per pack on Oct. 1, 2001.

9,350,000

8,850,000 Tax rate increased to $2
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Maine Revenue Services Economic Research Division 11/20/2008
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11/17/2008

Maine Revenue Services
Cigarette and Tobacco Tax
November 2008 Forecast

Cigarette Tax

Actual FY'08 & current budget
Growth rate

Movember 2008 forecast
Growth rate
Variance

[T Fvos | FEvos |

FY40 | FYd1 | FY1z | FY13 ]

$143,768,002  $147,170,000
2.4%

$143,140,000
=0.4%

$146,060,000  $144,940,000
0.1% A1.4%

$142,430,000  $140,490,000  $138,382,650  $136,306,910
-0.5% -1.4% -1.5% -1.5%
000)

Tebacco Products Tax

Actual FY'08 & current budget
Growth rate

November 2008 forecast
Growth rate

Variance

$6,741,430 $6,238,503
-7.5%

$6,808,844
1.0%

$6,320,981 $6,412,140
1.3% 1.4%

$6,876,933 $6,945,702  $7,015,159 $7,085,311
1.0% 1.0% 1.0% 1.0%

Total Cigarette & Tobacco Taxes

Actuat FY'08 & current budget
Growth rate

November 2008 forecast
Growth rate

Variance

$150,408,432  $153,408,503
1.9%

$149,948,844.
~0.4%

$153,280,881  $151,352,140
-0.1% -1.3%

$149,306,933  $147,435,702  $145,397,809  $143,392,221
<0.4% ~1.3% -1.4% ~1.4%
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Estate Tax: General Fund Baseline Forecast FY09 - FY13

FY06 FYQ7 Bliennium Fyps FYQQ Biennlum FY1Q FY11 Blanniym FY{2 FY13 Biennium

Actuals & February, 2008 Farecast /1 $75.330,514 $54,820,038 $130,150,552 | $39,890,577 $49,524,882  $B0,415.459 | $54.041,738 $4,529,8968  $58,560,634 $0 30 $0
Growth Rate 133.5% ~27.2% 102.3% 27.2% 24.2% -31.3%
Technical Adjustmenis to Prior Forecast /2 $0 §0 $0 $0  ($7,776,443) ($7.776,449) ($4,380,868) ($353,808)  (§4,744.596) $0 $C $0
Economic Assumptions /3 $0 $0 $0 $0 ($6,459,806) ($6,459,608)| {$72,657,208) {$1,091,932) ($13,749,140) %0 $0 $0
Totat Adjusimants to Prior Forocast 30 30 30 30 {$14,236,0§5) {$14,236,055)] (517.038,006). (51,455,740} ($18,483,838) $0 $0 %0
New Foarecast $75,330,514  $54,820,038 §130,150,552 | $39,800,577 $35,288,827 $75179,404 | 537,003,642 $3,083,156 940,088,798 30 %0 S0
Growth Rate 133.5% -27.2% 102.3% -27.2% -11.5% -42.2% 4.9% 91.7% -48.7% -100.0% 0.0% -100.0%
1/ February,-2008 forecast with FY0S, FY07, and FYO0B actuais,
2/ Technicat adjustments refer o all changes in the forecast that are not related o changes from new econamic assurmptions. Exarnplas of fechricat changas may be new data, model updates énd changes, and court cases
that affect revenues.
3/ This line shows the incremental change in bassline revenues as a result of a new economic forecast. The new economic forecast is Globa! Insight's Novembser, 2008 forecasi of Househnld Net Warth,
Maine Revenue Services

20-Nov-08

Ecoromic Research Division
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Maine Revenue Services
insurance Premiums Taxes
November 2008 Forecast

FY'05 FY'06 FY'07 FY'08 FY'09 FY'10 FY'11 FY*"12 FY"13

Actual and current forecast - Acct. 90 §73,798,850 $73,744,986 $72,441,984 §70,374,017 §74,856,700 $75,230,984 $75,607,139
-0.1% - -1.8% ~2.9% 6.4% 0.5% 0.5%
Nevember 2008 forecast : . 70,000,000 $70,000,000 %70,000,000

$70,000,000

$70,000,000

$
5230, :

§8,607.139

Variance

Actual and current forzcast - Acct 9 $1,803,336  $2,274,484  $1,909,522  $1,873,336  $2,234,089  $2,278,750  $2,324,325
26.1% -16.0% ~1.9% 19.3% 2.0% 2.0%

- T $1,900,000

334,060

November 2008 forecast
Variance
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Maine Revenue Services
Movember 2008 Forecast

Real Estate Transfer Tax - General Fund
Actual and current budget

November 2008 forecast

Additional General Fund revenus

Real Estate Transfer Tax - H.O.M.E. Fund
Actual and current budget

November 2008 forecast

Additional HOME Fun¢ revenue

Real Estate Transfer Tax - Total
Actual and current budget
Growth rate

November 2008 forecast
Variance

Growth rate

Fy'or | FY'oe | Fyoa FY'10 Fy1i | FY'12 FyMa |}
$22,206,638 $17,465,240 $18,608,629 $14,937,025 $17,148,815
: $17,663,662  $13,148,078  $14,922,365  $16,723,377  $18,245,148
(5944,9687)  {$1,788,947)  {$2,225,450) :
$7,281,652  $7,154,896  $2,183,801 $7,997,025  $29,408,815
$1,238,834  $6,208,078  $7,182,385  $8,763,377  $10,045,148
{$944,967) (61,788,947}  ($2,226,450)
$29,488,291  $24,620,136  $20,792,430  $22,934,050  $26,557,630
18.5% -15.5% 10.3% 15.8%
$18,902,496  $19,356,156 $22,104,730 $25,485,753  $28,290,296
51,869,934}  ($3,577,895) (54,452,900}
-23.2% 2.4% 14.2% 15,3% 11.0%
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- Real Estate Transfer Tax Revenue '
12 Month Moving Total July 1988 to Date
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Property Tax Relmbursement Programs: Genaral Fund Bassline Foracast FY0® - FY{3

i

FYoe FYQY Blanniurm FYis FYDS Blennium FY10 Y11 Bisnnfum FY12 FY13 Bienmium

Actuals & February, 2008 Forecast /t -ft08,661,680 -§110,083,881 -$220,855,731) -$114,5684,757 -§126,086,099 -$240,830,856} -$133,642,879 -§136,501,362 -3270,144,041 £0 $0 §0
Maine Residents Property Tax Progam -§42,796,070  -§44.440,75% -§B7,236,629) -546,5608,380 -346,133,249 -$82,B22,629] -$46,450,780 -$4B,067,359 -§95,418,13% %0 %0 %0
Business Equipmant Tex Reimbursament Program (BETRY  -367,068,310 866,552,002 -$133,618,902] -B67.B75,376 .56R,550,334 -$136,434,710| -465,653,487  -560,047,934 -§128,704,421 0 %0 g0
Municizal Personal Property Exemplion {SETE} /2 . 50 %0 %0 0 511,373,516 -$1:373516| -§21,53B.412 -$27,485,060  -§49,024 431 80 50 0

Adjustmenta to Prigr Forecast 30 30 50 80 -32,069,151 -§2.069, 151 -$4,250,740 84,407,844 -$8,658,381] -§140,560,977 .$139,734,150 -$280,295,127
Maine Rasgldents Proparty Tax Program -$0 $0 $0 30 -%2,069,151 -52,068151 -$4,250,740 -$4.407 641 -§$8,658,3817 -$54,713,640 -858,500,760 -5111,214,400
Business Equipment Tax Reimbursement Frogram (BETR) 30 fo $0 0 %0 30 30 50 0] ~$54,552,855 -$49,292583 -$103,835,578
Municipet Parseral Properly Exemption [BETE) 72 $0 0 50 $0 %0 $0 50 $0 501 -531.204.342 .333,980,807 -$85,245,149

New Ferecasi {5109,861,080) (§110,992,851) ($220,855,731); {$114,564,757) ($128,135,250) ($242,700,007)] {$137,803,419) {5140,800,003) [$278,802,422}| ($140,680,977) (§139,734,150) {$280,295,127)

Growlh Rate 322.1% 1.0% 733.0% 3.2% 11.6% 9.9% 75% 2.2% 14.9% -0.2% -0.6% 0.5%

4f Febnuary, 2008 ferecast with FY0DB, FYD? and FY08 actuals,

2/ Inciudes transfer from General Furd to Dispropertionate Tax Burden Fund,

Maing Revenue Services

Research Division 20-Nov-08



Municipal Valuation Data & Commitment Growth Rate Forecast Assumptions - November 2008

2007 actual 2008 - 2009 201G 2011
Residential Land & Building Growth Rate 4.1% 1.3% -3.5% -2.8% 0.3%
Cominercial Land & Building Growth Rate 1.3% 2.3% 1.5% 0.9% 1.0%
Personal Property Growth Rate 2.7% 2.6% 0.5% 1.2% 3.0%
Commitment Growth Rate 4.7% 4.2% 4.2% 4.2% 4.2%
Full Vall Mill Rate, State Level 0.0111 0.0113  0.0121 0.0129 0.0133

NOTES

Assumptions - Forecast Year 2008 through 2013
Comrmercial Land & Building
- Used predicted growth in the U.S. curtent cost net stock of nonresidential structures, based on 2007
depreciation and investment to capital stock ratio for nonresidential structures and forecast growth in Commercial
Structure Investmetit in the 1.8 )
Investment forecast: Global Insight: Economic Cutiook - UL.S Executive Summiry - November 2008

Residential Land & Building
- Used the growth in Existing Median Home Price in Maine, lagged one year
Global Insight: Shart Term Outlook for Maine - Fall 2008

Personal Property (office equipment and machinery equipment)
- Used predicted growth in the U.S, current eost net stock of equipment and software, based on 2007 depreciation
and investment to capital stock ratio for nonresidential structures and forecast growth in equipment and software
investment in the U.S
Investment forecast: Global Insight: Economic Outlook - U.S Executive Summary - November 2008

Municipal Commitment Forecsst
Assumptions - Forecast Year 2007

- For all towns and Aroostook county's unorganized territory, used actuals off the Municipal Valuation Return
Statistics Summary.

The unorganized territory in all other counties were developed using the average growth in commitment of the
towns in the county, weighted by the 2007 commitment.

Assumptions - Forecast Year 2008
- For about 80% of towns, used actuals off the Municipal Valuation Retumn Statistics Summary.
The remaining towns were developed using the forecast growth in commitiment of the towns in the county,
weighted by the forecasted 2008 commitment.

Assumptions - Forecast Year 2009 through 2013
~ Used a growth rate of 4.2% - which is the forecast change between 2007 and 2008.

Municipal Full Value Mill Rates Forecast )
- We have incorporated in developing the full value mill rates, the fact that the State refmburses
only balf of the homestead exemption.

forecastV2.xls Assumptions

2012 2013

2.2% 3.8%

1 4% 1.7%

4.3% 4.8%

42% 4.2%

0.0136  0.0137
1172042008

G-103



Tax Revenue by Property Class

Residential
2000 917.21
2001 1,007.55
2002 1.091.15
2003 1,170.13
2004 1,257.36
2005 1,286.83
2006 1,353.88
2007 1,426.25
2008 1,487.87
2009 1,534.03
2010 1,584.39
2011 1,646.18
2012 171517
2013 1,792,15
2001 9.8%
2002 8.3%
2003 7.2%
2004 7.5%
2005 2.3%
2006 52%
2007 5.3%
2008 4.3%
2009 31.1%
2010 31.3%
2011 3.9%
2012 4.2%
2013 4.5%
Full Value Mill Rate
2000 0.01512
2001 0.01465
2002 0.01404
2003 001304
2004 0.01213
2005 0.01097
2006 0.01031
2007 0.01043
2008 0.01074
2009 001147
2010 0.01219
2011 001263
2012 0.01288
2013 0.01296
2001 -3.1%
2002 -4 2%
2003 71%
2004 -70%
- 2005 -96%
2006 -6.0%
2007 1.2%
2008 3.0%
2009 6.8%
2010 6.3%
2011 1.6%
2012 2.0%
M3 0.6%

Business
44549
470.11
482.09

486.9
48188
48432
484.94

4987
517.08
534.25
590.67
619.28
64445
665.53

5.5%
2.5%
1.0%
-1.0%
0.5%
0.1%
2.8%
3.7%
T2%
6.6%
4.3%
4.1%
3.3%

0.01735
0.01728
0.01682
0.01593
0.01503

0.0141

0.0132
0.01336
0.01353
0.01433
0.01512
0.01561

0.0159
0.01602

0.4%
2.7%
-5.3%
-5.6%
-6.2%
w3, 4%
1.2%
1.3%
5.9%
5.5%
3.2%
1.9%
0.8%

Totat
1,362.70
1,477.66
1,573.24
1,657.03
1,735.24
1,771.15
1,838.83
1,924.94
2,004.95
208827
2,175.06
2,265.46
2,359.61
2457.08

8.4%
6.5%
53%
5.0%
1.8%
3.8%
4.7%
4.2%
4.2%
4.2%
4.2%
4.2%
42%

0.01578

0.0154
001479
0.01377
0.01281
0.01168
0.01094
0.01106
0.01134
001211
(.01287
0.01332
0.01359
0.01367

-2.4%
-4.0%
-6.9%
-7.0%
-8.8%
-6.3%
1.1%
2.5%
6.8%
6.3%
3.5%
2.0%
0.6%
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Maine Revenue Services
November 2008 Highway Fund Motor Fuel Tax Revenue Forecast

FY'08 FY'09

$179,096,254 $187,503,278
Growth rate - 4.7%
Tax rate per gailon $0.276 $0.284
Percentage increase in tax rate ‘ 2.8%
November 2008 forecast $182,857,436
Growth rate 2.1%
Tax rate per galion $0.276 $0.284
Percentage increase in tax rate
Variance

_ FY'08 FY'09
FY'0B actua! & current budget $46,139,086  $45,694,000
Growth rate 1.2%
Tax rate per gallon $0.288 $0.296
Percentage increase in tax rate 2.8%
Movember 2008 forecast $46,934,000
Growth rate : 1.7%
Tax rate per galion $0.288 - $0.298
Percentage increase in tax rate 2.8%

FY'08 FY'09
actua - $225,235,339 $234,197,278
Growth rate 4.0%
Movember 2008 forecast: '$229,791,436
‘Growth rate '

2:‘0010

FY*10 FY"11
$181,846,223 $184,545,665
~3.0% 1.5%
$0.291 $0.297
2.3% 2.1%
$181,122,590 $182,031,583
0.9% 0.5%
$0.297 $0.304

44% - 2.5%
638) (5251

FY'10 Fy411

$44,983,650 $45,277,890
-3.7% 0.7%
$0.303 $0.309

2.3% 21%
$46,113,470 $46,361,592
“1.7% 0.5%
$0.309 $0.317

4.4% 2.5%

83,702

FY'"10 FY"1

$226,829,873 $229,823,555

-3.1% 1.3%
$227,236,060 $228,393,175
..~1 ,'1%', T

0.5%

FY'12 FY'13

$185,073,560 $167,449,541

1.7% 1.3%
$0.312 $0.318

2.5% 2.2%

FY'12 FY*13

$46,914,798  $47,356,763

1.2% 0.9%
$0.325 $0.332

25% 2.2%

FY'12 FY'13

$231,988,358 $234,806,304
] 1.2%
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Gas tax forecast - Highway Fund
Percentage Change

Tax rate in cents per gation
Forecasted inflation adjustment

Net to the Highway Fund
Transfer $100,000 to STAR Fund
Gross to the Highway Fund
DiF&W and Snowmobiie Fund
Generat Fund - DIF&W . 14.93%
Snowmobile Trail Fund - 85.07%
Alj-terrain Vehicles
ATV Enforcement Fund- 50%
ATV Recreatlonal Fund - 56%
Motorhoats
Dept. of Marine Resources - 24.6%
Buoaling Facilities Fund - 75.4%
TransCap Trust Fund - 7.5%
Totai revenue

Special Fuei Tax Revenue Forecast FY'09 - FY"13
Net to the Highway Fund

TransCap Trust Fund - 7.5%

Total

0.9045%

0.1525%

1.4437%

7.500%

7.500%

F¥'09
$182,857,436

50.284

FY'08

§182,857,438
{$100,000}
$182,957,436
$1.597,294
$253,406
$1,443,888
$2665,166
$143,083
$143,083
$2,708,103
$666,439
$2,042,664
50
$187,650,000

$46,934,000
50
$48,934,000

FY'10
$141,122,590
-0.9%
$0,297
4.4%

FY*16

$181,122,590
{$100,000}

$181,222,580.

$1,821,301
$271,920
$1,549,384
$307,074
$153,537
$153,537T
$2,907,034
$715,130
$2,191,904
$14,102,000
$201,360,000
7.3%

546,113,470
$3,738,930
$49,862,400

FY'£1
$182,031,583
0.5%
$0.304

25% °

FY'14

$182,031,583
{5100,000)
$182,131,583
$1,830,437
$273,284
$1,557,152
$308,814
$154,307
$154,307
$2,521,616
$718,717
$2,202,888
$15,477,750
$202,370,000
0.5%

$46,361,592
3,759,048
£50,120,640

Fy+2
185,073,560
1.7%

$0.312

2.5%

Fy*12

$185,073,580
{$100,000}
$185,173,560
$1,661,009
$277,849
$1,583,160
$313,789
$156,884
$156,584
$2,970,413
$730,722
$2,235,691
§15,431,250
$205,750,000
1.7%

$46,914,798
$3,803,903
$50,718,700

F¥13
$187,449,541
1.3%
$0.318
2.2%

FY13

$187,449,541
($100,000}
$187,549,541
$1,004,808
$281,414
$1,603,474
$317,795
$158,807
$159,897
$3,008,528
$740,098
$2,268,429
$15,629,250
$208,390,000
1.3%

$47,356,763
$3,839,738
$54,196,500

83.998%
0.8045%

0.1525%

1.4437%

7.500%
100.000%

7.50%

14.930%
85.070%

50.000%
50.000%

24.600%
75.400%



APPENDIX H

Capital Gains Report by
Maine Revenue Services
Released on January 5, 2009

Maine Revenue Services
Economic Research Division
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