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Employment 4% below peak

Millions

Wages and Salaries 8% above peak
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Persistent inflation

Oregon Average Wage Outlook
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U.S. Corporate Profits
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Profit margin defined as after-tax profits as share of gross value-added for nonfinancial corporate businesses

Source: BEA, Oregon Office of Economic Analysis
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Share of Gross Value-Added

Strong incomes and demand
allow businesses to pass along
cost increases, raising total sales
revenue and even increasing
profit margins

Stock prices are, in part, a
function of future earnings

Tax collections from business-
related revenues and valuations
boom as well (Corp, PIT, CAT, e.g.)

At some point firms will no longer
be able to pass along price
increases and profit margins will

compress, likely due to rising

labor costs



Inflationary booms are challenging

U.S. Misery on the Rise Corporate Misery Index
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Urban areas trail rural so far, but future

drivers of growth generally favor urban

2020 Personal Income Growth 2021 Population Growth
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Portland and Large Metros * Smaller metros and
suburbs outperforming

urban cores nationwide

* Loss of business travel, and
5% daily commuters

Percent Change Since February 2020 among the 56 MSAs with
Population Greater than 1 million

0% * Portland Metro and

Multnomah County

essentially mirroring
national patterns
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Update on disparate economic impacts

(Data note: Hopefully the 2020 experimental ACS estimates will be useful)
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Revenue Outlook



Withholdings continue to boom

Oregon Withholding

30 Day Rolling Sum of Collections, Year-over-Year Change
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No end to the boom in business taxes

: , _ e Corporate Income taxes doubled
Oregon's Corporate Excise Tax Collections over the past two budget cycles,

Shillions, seasonally adjusted at an annualized rate with 44% growth in FY2021
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Bracket Creep

Changing Tax Rate Assumptions
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High-income filers have been doing
particularly well, with business and
investment income strong despite the
pandemic-related downturn.

When high-income filers do well, the
support to tax collections becomes
supercharged. As a larger share of income
is taxed at Oregon’s top rate, the average
tax rate increases. In this environment,
aggregate tax liability grows faster than
underlying income gains.

If the average tax rate matched what we
saw in 2015, annual revenues would be
around $1 billion lower today.



Not the baseline outlook, but a

Boom/Bust scenario is a possibility

Oregon Employment Alternative Scenarios
Percent Change from Pre-Recession Peak . . .
* Given the strength of the inflationary
. boom we are experiencing, there is
Baseline an increased risk of the economy
overheating
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Bottom Line



Changes relative to the September

Forecast

December 2021 Forecast Changes

General Fund

EERTTES

Other

Personal Income Taxes
Corporate Income Taxes

Total

S Millions from Sept

Other Revenues

Lottery

Corporate Activity Tax
Marijuana Tax

Total

21-23 23-25 25-27
502 481 968
184 -21 -70
23 14 25
710 474 923
S Millions from Sept
21-23 23-25 25-27
22 9 8
16 122 143
3 0 0
41 131 151

Total Sum

S Millions from Sept

21-23
751

23-25
605

25-27
1,074

The baseline revenue outlook has
strengthened in recent months, with income
growth having accelerated further rather than
normalizing

Personal and corporate tax collections are
both setting records, with collections during
the extension filing season particularly strong

In addition to General Fund resources, Lottery
and CAT revenues have come in larger than
expected

Although much uncertainty remains, non-
corporate GF revenues are now 2.5% above
the COS forecast, which would lead to a $558
million kicker payment starting in 2024



Sizable reserves remain

Oregon Budgetary Reserves (billions)
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