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Topics for the Day

 US Economy Issues
* How we got here...
* Hot button issues and pressures of the day

* Arizona Economy Issues

* How we got here
e Recent Trends
e Future Trends
e Areas of Growth
e Strategies for the Future

e Budget Issues
* Historical Perspectives
e Current issues and outlook
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Real Gross Domestic Product
Percentage change from previous peak. Seasonally Adjusted

1973 cycle
1981 cycle
1990 cycle
2001 cycle
Current cycle

U'S Economic Snapshot; www.econsnapshot com
Source: U.S, Bureau of Economic Analysis

Quarters from previous peak
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GDP Arithmetic

e Y=C+|+G+X-M Simple math and to grow GDP you have to grow the
components

'Y=C+I+G+X-M Keynesian:: increase G and the rest will take care of
itself: perceived problem, lack of aggregate demand

.Y=C+I+G+X-|V| Supply Side; neo-conservative:: cut G and get Govt
out of the way: perceived problem, govt stifles supply
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Real Personal Consumption Expenditures
Percentage change from previous peak. Seasonally Adjusted

1973 cycle
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Current cycle

US Economic Snapshot; www.econsnapshot.com

U.S. Bureau of Economic Analysis
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Real Personal Consumption Expenditures
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Percentage change from previous peak. Seasonally Adjusted

US Economic Snapshot; www.econsnapshot com

US. Bureau of Economic Analysis
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Percentage change from previous peak. Seasonally Adjusted
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So what is holding the Economy back from
running at full steam?
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Motor sales at historic high

Retail sales: Motor vehicles & parts dealers
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Households’ financial obligations ratio close to all-time lows

% Household financial obligation ratio %
19 ~ - 19
18 A - 18
17 A - 17
16 A - 16
15 | | . | | | . | 15
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We are now below the historical trend in debt/income

Ratio
1.4 -

1.2 -
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Household debt/income

Ratio
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Source: FRB, Haver Analytics, DB Global Markets Research

Deutsche Bank

Torsten Slok, torsten sloki@db.com +1 212 250-2155

June 2015
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...and new seriously delinquent loans coming down...

$ bil i ] $ bil
New seriously delinquent balances by loan type*
350 - y a y P - 350
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*90 or more days delinquent Source: FRB-New York, DB Global Markets Research
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...and new foreclosures and
bankruptcies coming down

Thous m New foreclosures m New bankruptcies Thous
1200 - - 1200
1000 - - 1000
800 - - 800
600 - 600
400 - 400
200 - 200

0 L0

o0 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15

-

Note: Break in series in 2005-2006 was the Bankruptcy Reform Act. Source: FRB-New York, DB Global Markets Research
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Flow of funds:

Households’ real estate equity approaching pre-crisis levels

% Owner's equity/household real estate %o
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75 - - 75
70 - - 70
65 - - 65
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Source: FRB, Haver Analytics, DB Global Markets Research
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Real mortgage rates far below their historical norm

% 30 year real Mortgage Rates %
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Housing affordability still at a very
high level even if interest rates rise...

Index Index
— Housing affordability index
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So why aren’t we growing faster?

* Regulations, Taxes, bad policymakers
e Lack of investment in infrastructure, e.g. austerity headwinds

 Demographics, essentially the last 40 years were the anomaly and
now the baby boomers are entitlement recipients

e Secular stagnation and the Great Reset. Tyler Cowen Richard Florida
 We are, its just bad data..
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So What will the FED do and will it hurt the Economy

* They say they are “data driven”

 They want to raise Interest Rates

 Many small HH savers wish they would

e ?? Choke of Expansion, especially Housing
e ?? Impact on Exports

e ?? Impact on Equity Markets

Worrying about what the Fed will and will not do may be a waste of time
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The Fed can easily begin to hike rates:
The taper tantrum had no impact on the speed of the recovery

Yo thous
— Unemployment rate (Is) — Total nonfarm employment (rs)
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So How is the US Labor MKT
doing??
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It currently takes 29 days to fill a vacant job, up from 23 days in 2006

Days Average number of days to fill vacant jobs Days
30 -+ - 30
27 -~ - 27
24 - - 24
21 - - 21
18 - 18
1 5 T T T T T T T T T T T 15
o1 02 03 O 05 0Oe O7 08 09 10 11 15
Source: Dice Holdings, Haver Analytics, DBE Global Markets Research
Deutsche Bank 5
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Less slack in the labor market: Number of available
people per job opening is now at 2006-2007 levels

People (People not in the labor force who want a job now + total number of People
r jolx == = = er job
opening unemployed) divided by (total number of job openings) ohening
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Source: BLS, JOLTS, Haver Analytics, DB Global Markets Research
Deutsche Bank 19
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| abor shortage in construction worse than in 2005

“o % of builders reporting shortages for 9 types of labor EC

W Serious or some shortage in labor availability

50 - - 50
454 40 = - - 45
40 - - 40
35 - - 35
30 - - 30
25 - - 25
20 - - 20
15 - - 15
10 - - 10
5 - - 5
0 - -0
2002 2003 2004 2005 2006 2012 2013 2014

In 2004 and 2005 when bullders were suneyed more than once a year, results from july suresy are shown. For 2014, GODF growith is reported for Q1 and
unemployment rate are averaged for first S months, real non-residential construction for first 4 months (incledes all construction except residential building,
infiation adjusted using CPI). This information has been sourced from:

http-ffwerarnahboorgigenerc_aspx YsectioniD=734&genericContent ID=231854 & chann=llD=311

Deutsche Bank Research Torsten Slok, torsten slok@db.com +1 212 250-2155 June 2015
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Most of the jobs created during this recovery are high-wage jobs

Thous . . . - Thous

12000 - Cumulative increase in employment since Jan 2010 12000
= migg_ wage Dccupationts_ [ _IT_D*{V lwage occupations

10000 A edium wage occupations ota 10000

8000 A 8000

6000 A 6000

4000 - 4000

2000 A 2000

0 4 O

-2000 - -2000

10 11 12 13 14 15

High wage occcupational categornes are management, professional and related occupations. Medium wage categones are sales and office
occupations; construction and extraction occupations; installation, maintenance and repair occupations; and productionftransportation and matenal
. moving occupations. Low wage occupations are service occupations and farming, fishing, and forestry.

Source: BLS, Haver Analytics, DB Global Markets Research

Deutsche Bank 28
Torsten Slok, torsten.slok@db_ com +1 212 250-2155
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Let’s not forget about automation and productivity. Robots vs. jobs

Manufacturing Payrolls Still Lag Output

Cumulative Percent Change in Factory Output and Jobs So Far in this Recovery

Output

Payrolls
30%a

25%
20%
15%
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0% = —

-5a
2010 2011 2012 2013 2014
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Throughout this recovery we have seen stronger
growth in high-wage jobs than low wage jobs

MIin Year-over-year growth in employment MIin
30 - — College graduates — Less than high school diploma 30
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Service jobs driving the recovery in total employment

Min — All employees: private service-providing industries (Is) MIin
— All employees: goods -producing industries (rs)
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92 The trend in service
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A broad-based recovery: Number of job openings per
unemployed is at 2006 levels across industries

ratio Vacancy/Unemployed by industry ratio
— Construction
2.4 - Trade, transportation and utilities - 2.4

— Professional and business services
— Leisure and hospitality

2.0 — Manufacturing - 2.0
-— Education and health services
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0.8 1
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Let’s spend a few moments on

e Demographics
* Debt
 National Outlook
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Birth Rates, 1920-2010

Births per 1,000 WOMeN 4ges 15-44

I:I 1 1 1 1 I 1 1
1920 1930 1940 1950 1960 1570 1980 195950 2000 2010

Source: Statistics calculated using data obtained from the National Center for Health
Statistics and Heuser [(1976), available here

PEW RESEARCH CENTER
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Labor force participationratesin 1992, 2002, 2012, and projected 2022, by age
Percent
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First Boomers reach 55
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Employment to population ratio for 25-34 year olds

% Employment-to-population ratio, within ages 25 to 34 %
80 - - 80
79 - - 79
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77 - - 77
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Source: BLS, Haver Analytics, DB Global Markets Research
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Teenagers as a share of total

population at the lowest level in a century

% Percentage of people aged 10-19 in total population %
25 7 - 25
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Composition of labor force changing

Demographic composition of labor force

Bl Prime age males M Prime age females Youths Older adults
100% - 100%
90% - 90%
80% - 80%
70% 70%
60% 60%
50% 50%
40% 40%
30% 30%
20% 20%
10% 10%
0% 0%

48 24 60 66 2 73 84 90 96 02 08 14

Mote- "Prime age™ represents 25- 54 age group, Youth represents 16-24 age group and older adults represent 55 yrs & above
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Growth of working age population
to slow sharply in years ahead

U.S. population
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Can the Fed reverse this trend?
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— — Employment-population ratio (Is)
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Recent Fed work suggests that those
who left the labor force are not coming back

Yo Yo
—_abor force participation rate

68 — = Latest Fed projection (September 2014) - 68
87 - 67
66 - - 66
65 - - 65
84 - 64
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Source: Aaronson et al. “Labor Force Participation: Recent Developments and Fut Prospects

{htip fhaveew federalresernve. Clc:wpubs.-‘feds;.?ﬂ‘l4;201464;20146-1[}3[:- pdf), BLS,  Haver Analytics, D E- slobal Markets Research
Deutsche Bank Research Torsten Slok, torsten _slok@db com +1 212 250-2155 June 2015 19
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Issues for the US Economy

PSU .0 G5


http://wpcarey.asu.edu/index.cfm
http://wpcarey.asu.edu/index.cfm

US consumer confidence is up

Index Conference Board : consumer confidence Index
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Balance sheet repair almost complete in the banking sector

Yo Total non-performing loans as % of total loans %o

— BHCs>%$500bn —_— Al institutions
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Mote: Non-performing loans include loans that are (1) 90 days or more past due and still accruing or (2) non-a

Source: FRENY, DB Global Markets Research "W.P.CAREY
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So will Washington create
another crisis?
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If the debt ceiling is not raised, the US
government will run out of money in late November

Bil. $ Treasury: closing operating cash balance (Today) Bil. $
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Deutsche Bank Research

Torsten Slok, torsten. slok@db.com +1 212 250-2155 October 2015
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It is very

popular to talk about Debt today and link it to particular political agendas

US % in Millions
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$2,000,000 |

€ 2012

Data Source: Office of Management and B-udgnt-

This graph seems to suggest that Debt is out of control and perhaps causing huge problems

U.S. Federal Debt by President / Political Party

-
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Radio Personalities

are raging against Debt
And the private sector

Is responding accordingly

To many, Debt is
Simply another four
Letter word!!

To some it’s literally a sin
To take on debt

Q1) W.P.CAREY
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It is more interesting to examine Federal Debt in the Context of the size of the Economy

The U.S. Federal Debt
(Percentage of GDF)

Fast : Future

2509% .
World YWar
200 - '
Gareat
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100 Civii War |
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20 |
o ;
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SOURCE: PGPF compdacion. Projections based upon offical government so
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But has this helped or hurt the recovery??

 What is the role of Debt?
 What does total Debt outstanding look like?

e Should the Government have responded like individuals did over the
past 7 years?

e If families have to balance budgets so too should governments,
right??

PSU .0 G5
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This graph depicts all debt, hOUSGhO|dS, business, government, etc. as a share of GDP

United States Total Debt Level (%PGDP)
400%

Debts stabilized at a high level
350%
= | 300%
250%
200%

150%

100%
1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015

The Graph suggests that the economy has seen unprecedented debt reduction re "W.P.CAREY
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But Debt plays an important role in the Economy

 Without Debt many of us would not own a house
* Without Debt we may not have the US interstate system
 Without Debt we may not have been able to finance wars.

 Too much debt is a problem, but debt avoidance has it’s own
problems.

"W.P.CAREY
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Households are responsible for most of the Recent Deleveraging

Boomers
i J
Household Debt %GDP Hit 60!!
110%
100%
Boomers ;
Hit -
Peak
. o,
Spending 20%
Agell -
60%
E0%
40%
30%
1960 1970 1980 1980 2000 2010

And with this de-leveraging came dramatic declines in consumption
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So what is the consensus on Debt

e Governments should act like a family?
» Government Debt is always bad?
e Debt in general is evil?

e So should the Federal Government run a balanced budget?? Or
should we pay off the debt? Is this logical or feasible?

* |s it good that states like Arizona must have a balanced budget??

" W.P.CAREY

SCHOOL of BUSINE
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And Debt today isn’t the
oroblem

Its our unwillingness to confront it.

Since 1980 we have replaced “tax and spend” with “borrow and spend”

PSU .0 G5
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U.S. Expenditures for Major Entitlements Since 1971
With CBO's Baseline Projections for 2013-2023
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The biggest pressure on the Federal Budget over the next
several years will be Medicare

* Have future Medicare recipients paid for the cost of their benefits??

* How would we finance health care obligations under a balanced
budget constraint?

e Can we grow our way out of this?? If so how?? So what should be
done?

"W.P.CAREY
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Medicare taxes paid in and benefits received for
two typical households

400,000 B Medicare
Taxes Paid
B Wedicare
$300,000 Benefits
Received
$200,000
$100,000
50
Two earners One earner
Age 69: One high wage, one Age 79 Average wage

average wage
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Balanced Budgets

e Without access to debt, the Federal Government would have to

e Raise taxes to pay for entitlements
e Cut Benefits

e Likely it would be some combination of both.

"W.P.CAREY
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U.S. Economic Outlook

GDP Grows Less than 3% (Again!) as Weak
Global Markets Affect U.S. Economy

Indicator 2014 2015 2016
Real GDP Growth 2.4% 2.3% 2.7%
10 Year Treasury Note 2.9% 2.3% 2.9%
Inflation (CPl) 1.6% 0.2% 2.0%
Employment (Jobs) 2.6mil. | 3.0mil. | 2.5 mil.
Unemployment Rate 6.2% 5.3% 4.8%

W. P. Carey School of Business, ASU & Blue Chip Economic Indicators, Sept. 2015 ml W.P. CAREY
SCHOOL of BUSINESS
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Issues for the Nation

Positives Negatives

e Balance Sheets  Demography is now a headwind

* Most Private De-leveraging is Legacy entitlements

now done e Value of the Dollar
» Among the best economies in * Dis-functional Federal Government
the world e Susceptible to major shocks,

* Potential of immigration and natural or otherwise
trade reforms e Potential bubbles in credit markets

: and equities.
 Baby boomer retirements mean d

new opportunities * Fed tightening

"W.P.CAREY
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The Current Arizona Economy:
Growth Improves in 2015

* Historically A Growth Leader

* But Recession Hit Earlier, Harder
* Economy Paused in 2014

°* New Job Mix is Emerging

°* Long Term Outlook Iis Positive

PSU .0 G5
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Domestic Migration 2014

Net Migration not boosting construction in all states

¢

BSl WV.P: CAREY

- States in Red

Lost Net Domestic .
Population to 20 States in Green U.S. Census Bureau
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Fuel Prices and the Economy

* Will add approximately 2 % to disposable income growth in AZ in
2015.
e Spend it
e Save it
e Will it have an impact on Auto purchases?

 National Effects Mixed but AZ should see benefits

" W.P. CAREY

SCHO®D of BUSINE
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Arizona: A Leading Growth State

Population Employment Income

Growth (%) Growth (%) Growth (%)
1960 - 1970 3rd 3rd 4th
1970 - 1980 2nd 3rd Bl
1980 - 1990 3rd 3rd 5th
1990 - 2000 2hd e e
2000 - 2007 204 3rd 4th

Annual Growth Rates from U.S. Bureau of Census: U.S. BLS; U. S. BEA PBS) W.PCAREY
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So How did we get here??

e Real Estate Bubble

e Slow lingering effects of manufacturing slowdown
* Demographics and aging baby boomers

* Arizona image issues

 Or Maybe its something else....

" W.P.CAREY

SCHOOL of BUSINE


http://wpcarey.asu.edu/index.cfm
http://wpcarey.asu.edu/index.cfm

Research Shows U of A Football Wins vs ASU
Cause ECONOMY TO WEAKEN SCHOOL of BUSINESS

" W.P.CAREY

Results of economic analysis by colleague Lee McPheters

12

Annual Percentage Change in Arizona Employment
10

Cause of 2014 slowdown

UA Wins
6 2014
Slowdown!
4 2014

0 UA Wins
UA Wins 2001
B 1990 Recession

ASU Wins
2012 & 2013

Recession
1991

2001

UA Wins
2008 - 2009
BIG Recession
2008 - 2009

RECOVERY!
2012 & 2013

1980 1985 1990 1995 2000 2005 2010 2014
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ARIZONA

Economic Outlook

Indicators

\

L

i

2014 2015

2016

New Jobs (thousands) 47.8 65.0 | 70.0
Employment (%) 1.9 2.5 2.7
Population (%) 1.5 1.7 1.7
Single Family Permits (%) -8.0 257 257

W. P. Carey School of Business, ASU, based on data available October 2015

R3] W.P.CAREY
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Arizona Ranks 13t Among All
States In Year-to-Date Job Growth

Ranked by % Change
Year To Date July 2015

@ Top 10 Growth State
RG] V. P CAREY

U. S. Bureau of Labor Statistics
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8/15 Top Large metros for Job Growth iR 2015
are in the West

rnk pct grth # thous workforce thous

@Jose-Sunnyvale-Santa Clara, CA > 1 5.41 54.7 1,065.00

Orlando-Kissimmee-Sanford, FL 2 3.99 44.5 1,161.00

3 3.67 39.6 1,119.50

4 3.4 62.9 1,915.40

5 3.31 72.8 2,271.00

6 3.23 106.1 3,391.80

7 3.14 40.7 1,335.90

San Diego-Carlsbad-San Marcos, CA 8 3.07 41.5 1,394.20

Baltimore-Towson, MD 9 2.95 39.8 1,388.10

Indianapolis-Carmel, IN 10 2.9 28.9 1,023.80

Tampa-St. Petersburg-Clearwater, FL 11 2.89 35.1 1,249.80

Atlanta-Sandy Springs-Marietta, GA 12 2.77 69.8 2,590.10

Miami-Fort Lauderdale-Pompano Beach, FL 13 2.63 64 2,501.80

@oenix-Mesa-Glendale, AZ > 14 2.57 47.8

Boston-Cambridge-Quincy, -NH 15 2.57 66.5 *W.P.CAREY

SCHOOL of BUSINESS
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A Comparison of job growth in 2015

Smaller AZ Metros Smaller UT Metros
pct # workforce pct # workforce
rnk grth thous thous rnk grth thous thous
Prescott, AZ 38 3.25 1.91 60.69 Provo-Orem, UT 2 6.54 13.62  222.02
Ogden-Clearfield,

Flagstaff, AZ 98 2.53 1.61 65.25 uT 16 3.96 9.05 237.77
Tucson, AZ 239 0.96 3.49 366.1 Salt Lake City, UT 20 3.77 24.45 673.8
Lake Havasu City-
Kingman, AZ 285 0.38 0.18 46.5 Logan, UT-ID 82 277 1.55 57.46

Yuma, AZ 330 -1.79 -0.92 50.8 St. George, UT 124 2.19 1.18 54.81
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Arizona Job Growth Rankings
Ranked by Year/Year Growth: July 2015

Arizona Industry % Growth U.S. Rank
Overall Job Growth 2.7 12
Private Job Growth 3.5 14
Other Services* 3.9 1
FInance/lnsurance 4.2 8
Prof/Business Services 4.9 9
Health Care 3.6 9
Construction 4.2

U. S. Bureau Labor Statistics & W. P. Carey School of Business
* Other Services includes Personal Services, Repair Services BS ?}IH(RE&TEE‘{
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Arizona positive Trends
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FRED oL — All-Transactions House Price Index for Arizona
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FRED oL — S&P/Case-Shiller AZ-Phoenix Home Price Index©
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FRED oL — All Employees: Accommodation and Food Services in Arizona
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FRED oL — All Employees: Health Care: Hospitals in Arizona
90

80
@
—
o
w
5 70
o
kS)
w
=]
(==
& 60
o
==
=
50
40
1990 1995 2000 2005 2010 2015

Source: US. Bureau of Labor Statistics, Federal Reserve Bank of St. Louis
Shaded areas indicate US recessions - 2015 research.stlouisfed.org

"W.P.CAREY

SCHOOL of BUSINESS



https://research.stlouisfed.org/fred2/graph/?g=26Nj
https://research.stlouisfed.org/fred2/graph/?g=26Nj
http://wpcarey.asu.edu/index.cfm
http://wpcarey.asu.edu/index.cfm

FRED oL — All Employees: Financial Activities in Phoenix-Mesa-Scottsdale, AZ
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Arizona Challenges
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FRED w — All Employees: Goods Producing in Arizona
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FRED w — All Employees: Manufacturing in Arizona
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Arizona Still Replacing Job Losses

Need 63,000 Jobs to Return to 2007 Peak
Annual Employment Change

70,000

64,000

57,100
51,400 ’

Job Growth 2.4%
YTD in August

-189,900

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

"W.P.CAREY
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Arizona Department of Administration and W. P. Carey School of Business, ASU
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Arizona Population Growth Rate
Below 3.2% Twenty Year* Average

Annual Percent Change

3.3 33 %

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Forecast

" W.P.CAREY

W. P. Carey School of Business, ASU & U. S. Census Bureau; *Average is 1980 - 2000 SEnmin s
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But Arizona Ranked 6™ (1.5%) in
Population Growth in 2014

U. S. States Ranked by
Percent Change 2014

U. S. Census Bureau, Dec. 2014

SU V. ECAREY
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Arizona Home Building Improves
Single Family Permits Up After 2014 Slowdown

80,804

55,633

Multifamily Permits Up

48% in 2014 (10,156)

37,666

19,153

8% Fall

18,386
™ 16,189

[I 12826 10755 10,306 1 1 1

25% rise?

16,841

21,000

2005 2006 2007 2008 2009 2010 2011

2012 2013

2014

W. P. Carey School of Business, ASU & U. S. Census Bureau
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Arizona Construction Is Down By 114,000
Jobs Since Peak

250- June 2006 244,000

200+

Only 15% of Lost
Jobs Regained

July 2015 129,600
\

Sept. 2010 109,000

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 201F

60% of Jobs
Were Lost

150+

100+

" W. P CAREY

U. S. Bureau of Labor Statistics, Thousands of Jobs, Seasonally Adjusted SCHOOL of BUSINESS
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A Tale of Two Downturns: 1986 & 2006

1109 1986 — 1995: Nine Years to Recover Arizona Construction
100+ Employment In the
- Savings & Loan

Recession Of 1986
80+

T T T T T T T T
o1/86 0187 01588 01489 01490 0191 01/92 01/93 01/94

250

Arizona Construction
Employment In the
Housing Bubble

. Recession of 2006

oo — " W.P.CAREY

T T T T T T T T
01/06 01/07 01/08 01/09 0110 01111 0112 0113 0114

: Nine Years & Counting!

200+

SCHOOL of BUSINESS
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US and Arizona Home Ownership Rates
Have Declined Since Peaking in 2006

- Homeownership Rate for Arizona
-- Homeownership Rate for the United States

72
/1
/0
69
68
67/
66
65
64
63

USA

2007

2008

2009

Arizona

2010

2011

2012

2013 2014
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Millennials (20-29) Largest Population Group
- When Will They Become Home Buyers?

Arizona Population (000)

1000
4=mmm 20 - 29 Years Old

900
800
70
60
50
40
30
20
10

Under10  10-19 20-29 30-39 40 - 49 50 - 59 50 - 69 70 - Up - W.P.CAREY
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Percent

Share of 18-34 Year Olds Living With
Parents Continues at High Level (potential for grth or new normal?)

34

32 B
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24 |

2014
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Optimists
Expect

More Business Service &
Health Care Jobs In Arizona

Population Growth Up, Wages
Up, Construction Rebounds

Home Values & Incomes Rise,
Consumers Get Back in Game

National Economic Growth
Breaks out of 2% GDP Band

Pessimists

Expect

Population Growth Remains
Slow Compared to Past Years

Too Many Lower Wage Jobs,

Incomes Do Not Grow

Home Building Stagnant as
Rates & New Home Prices Rise

Education Cuts, Image Issues
Hurt Arizona Brand Long Term

"W.P.CAREY
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Current Arizona Consensus

® 2015 — best recovery year yet — but still
below long term average growth rates

® Population growth to remain slow
® Knowledge jobs — the new driver

®* Global economy is short term risk
® Job quality greatest long term risk
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Arizona Areas of Concern
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The Best States For
Business And Careers -

Rank State Business Labor Regulatory Economic Growth Quality Population
Costs Supply Environment Climate Prospects of Life
Rank Rank Rank Rank Rank Rank

Utah

5 4 o 6 10 16 2,023,000

North Dakota
18 4 2 24 722,200

North Carolina
4 7 2 24 9 31 9,901,400

i Virginia
4 - 24 2 1 12 23 5 8,292,700
olily

Colorado
5 35 1 13 8 4 g 5,307,800

¥ Arizona
@ —— > 25 17 17 47 5 S——

\»)
¥ E
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4th Highest Bottom 10

Quality of Life

Quality of life takes into account poverty rates perjhe Bureau of
Economic Analysis and crime rates from the FB}¢ Other factors include
cost of living from Moody’s, school test performance via the Department
of Education and the health of the people in the state per the United
Health Foundation. We considered the culture and recreation
opportunities in the state based on an index created by Bert Sperling, as
part of our annual Best Places for Business. We factored in the mean
temperature in the state as a proxy for the weather. Lastly, we included
the number of top-ranked four-year colleges in the state from Forbes’

annual college rankings.
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Elementary School Teacher Wages

STATE

New York
Alaska
Connecticut
California
Massachusetts
Rhode Island
New Jersey
District of Columbia
Michigan
Maryland
Pennsylvania
Virginia
Washington
Minnesota
Delaware

Ohio

Wyoming

Source: Bureau of Labor Statistics

SALARY
$74,830
$71,460
$70,820
$69,990
$69,890
$69,450
$67,100
$67,010
$63,640
$63,050
$60,580
$60,430
$60,190
$60,140
$58,680
$58,490
$58,190

STATE
lllinois
Oregon

New Hampshire
Hawaii
Wisconsin
Vermont
Utah
Georgia
Nevada
New Mexico
Kentucky
Texas
Indiana
Missouri
Colorado
lowa
Nebraska

SALARY
$57,950
$56,890
$54,780
$54,690
$54,560
$54,260
$54,200
$54,030
$52,900
$51,220
$51,160
$51,100
$50,350
$50,240
$50,180
$49,910
$49,540

STATE
Alabama
Tennessee
Maine

South Carolina
Louisiana
Florida

North Dakota
Idaho
Montana
West Virginia
Kansas

A

Arizona

North Carolina
Oklahoma
South Dakota
Mississippi

SALARY

$49 410
$48,970
548,770
$48,380
547,780
$47,730
$47,710
$47,060
$46,720
$45,730
$45,010

$43,050

,440
$41,880
$41,490
$41,010
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On The Arizona Road To Recovery

2015 Likely Best Year Since Recession Ended
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A Brief Look at Budget Issues

PSU .0 G5


http://wpcarey.asu.edu/index.cfm
http://wpcarey.asu.edu/index.cfm

Personal Income Growth And ongoing GF
Revenue Base “without” tax cuts

15%
10%
5%
0%
-5%
-10%
-15%

-20%
1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015
Fiscal Year

Personal Income

= (0Ongoing General Fund Revenue Without Tax Changes
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Ongoing GF Revenues as a Share of Personal Income

$60

$55

$50 I\/\ N N\
sas \[ =

$40

$35

$30

$25
1971 1975 1979 1983 1987 1991 1995 1999 2003 2007 2011 2015
Fiscal Year
Actual Without Tax Changes Historical Average
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Sales Tax Base no longer spans majority of Incomes

Taxable Sales as a Share of Personal Income

70.00%
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50.00% -

40.00% - H
30.00% - I
20.00% I
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0.00% -
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Estimates of Income Tax Revenue Attributable to Capital Gains Income in AZ
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TAXES PAID BY INDIVIDUALS IN 2013
AS A PERCENTAGE OF THE MEDIAN OF 51 CITIES

25,000 $50,000 $75,000 $100,000 $150,000
D Phoenix TN 91.8% 89.4% 85.9% 85.9%
95.5 94.7 95.8 93.7 91.5
| Phoenix 36.3 43.8 49.5 51.2
* 100.4 100.4 106.8 102.8
| Phoenix  [EEE 105.6 103.1 99.0 93.7
93.6 80.1 78.2 75.1 71.1
| Phoenix = EELX 143.4 138.0 142.9 142.3
126.8 125.3 118.0 122.5 120.5
| Phoenix ~ [EPE 103.8 98.8 100.4 151.8
115.8 111.8 104.5 100.0 101.3

" W.P.CAREY

SCHOOL of BUSINESS



http://wpcarey.asu.edu/index.cfm
http://wpcarey.asu.edu/index.cfm

Business Tax Burdens in Arizona

- Total Effective Business Tax Rate as a

Percentage of the U.S. Average

Share of Business Taxes

_ Arizona Utah Arizona Utah
109.8% 84.3% 100.0% 100.0%
131.8 88.2 43.2 37.4
175.5 89.8 32.9 21.3
74.1 91.4 8.4 12.6
50.0 100.0 2.7 6.5
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A Glimpse at AZ Income Tax Progressivity

 Those earning 50k and less, some 61% of filers, pay 12% of the taxes about
S275 per filer.

* Those earning 100k and more, some 15% of filers pay 67% of the taxes
* Those earning 200k and more, some 3.5% of filers pay 41% of the taxes

* Millionaires -- .2% of filers, just over 5000 people pay 15% of the taxes about
S112k per filer.
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State Budget going forward

FY 2014
* Fiscal cliff and millionaires

FY 2015 and last year
e A return to normalcy in sales and individual
* Some surprises in Corporate

FY 2016
 Modest growth amid some concerns but there is money in the coffers and more to come
* Individual more reliance on normal sources

e Sales headwinds
* Corporate....

Beyond 2016 and “structural balance”
* How long can we fund government at a rate of 3% of personal income when it used to take 5%?
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Tax and Budget Reform

e Quest for Stability
e Flatter income tax
* Broader Sales tax
e Greater reliance on residential property

* Concerns over Regressivity

* Budgeting Reforms
e Two year cycles,
e Wait till April
e Triggers, surtaxes, rebates
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