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The Pre-COVID19 Maine Economy



The Maine Economy Pre-COVID19

Population growth has increased in recent years, driven by stronger migration into the state

In 2019, Maine’s rate of total population increase ranked 25th and the rate of total net migration
ranked 16th in the U.S.

- Other parts of the U.S. are starting to face the aging population and slower population growth that
Maine has years of experience with

Components of Population Change, Maine
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The Maine Economy Pre-COVID19

Labor markets remained tight through 2019 with private businesses continuing to expand and
unemployment below 4.0% for the longest stretch on record (51 consecutive months as of March 2020)

Annual Employment and Unemployment
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The Maine Economy Pre-COVID19

* Preliminary estimates for 2019 showed total personal income grew by 4.6 percent in Maine, ranking
18th in the U.S. and 1st in New England

Total Personal Income (percent change from preceding period)

—mm

United States

Connecticut -2.1 4.6 2.5 1.9 3.4 5.8 3.2
Maine -0.3 4.3 4.1 3 4.1 5.3 4.6
Massachusetts 0.8 5.3 6.6 3.4 4.8 5.7 4.4
New Hampshire -0.3 4.3 4.3 3.6 4 5.5 4.5
Rhode Island -0.1 4.3 3.9 1.1 3.6 4.8 3.3

Vermont 1.3 3.9 3.7 2.2 2.5 4.5 4.3



The Maine Economy Pre-COVID19 - February 1, 2020
CEFC Economic Forecast

Calendar Years 2018 2019 2020 2021 2022 2023 2024 2025
. Wage & Salary Employment (Annual Percentage Change) =~ .
CEFC Forecast 11/2019 0.7 08 04 00 00 00

CEFC Forecast 02/2020 . : S : : 00 00 00

CEFC Forecast 11/2019 . . . . . .
CEFC Forecast 02/2020 2.4 18 19 20 20 20 20 2.0




The Maine Economy Pre-COVID19 — March 1st

RFC
General Fund Summary
FY19 Actual FY20 FY21 FY22 FY23

Current Forecast $3.848.511,092 $3.956.856,574 $4.039,639,504 $4.144.431,540 $4.285,769.358
Annual % Growth 7.3% 2.8% 2.1% 2.6% 3.4%
Net Increase (Decrease) $0 $40.034.451 $34,080,948 $31,605,982 $33,344.535
Revised Forecast $3.848.511,092 $3.996,891.,025 $4.073,720,452 $4.176,037,522 $4.319,113.893
Annual % Growth 7.3% 3.9% 1.9% 2.5% 3.4%




The COVID19 US & Maine Economies



10

Why is the COVID19 Economy Unprecedented?

Pandemic induced recession — no road map of what counter-
cyclical policy should be

Both a supply and demand side recession rather than just
demand side

Federal fiscal and monetary response was swift and massive

Recession concentrated on service sector not goods sector

_ow-wage service sector jobs disproportionally affected

Women disproportionally impacted because of jobs and
childcare



COVID19 Recession

COVID cases, hospitalizations, and deaths rising; vaccination rate rising

Daily COVID-19 vaccinations | 7-day moving average)
Recent rise in COVID cases creating some economic 4.000,000

headwinds; the rise appears centered in states and 3,500,000 53.2% of US
population segments with lower vaccination rates 3,000,600 population fully

vaccinated (977
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What Shape Recession? Alphabet Soup or Swoosh?

GDP and employment: COVID-19 impacts persist, economic recovery continues

US GDP close to exceeding pre-COVID forecast US unemployment is falling, but likely elevated

(Change from 2019 Q4 GDP) through 2021
(Projected unemployment rate)

Dxford Economics | B-5ep]
—Wells Fargo (12-Augl
Longressonal Budget Office [1-3ul)

Pre-COVID forecast

Wells Fargo (1 2-Auquess 2021}
s ndard Economics [B-Seplember 202 1)
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Bilue Chips [(10-Jan 2030 August
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Recovery Compared to Previous Recessions

G.D.P. rebounded much faster than it did 1in the Great Recession

+15%%
2001
Cumulative percent change in G.D.P 1333
from the start of the last five recessions
+10
+ 5

/ 2007

2020

4]
hJ
]

5 10 1¢
quarters since
recessions began

Mote: Gross domestic product is adjusted for inflation and seasonality. Recessions are labeled by the
years they started. Source: Bureau of Economic Analysis By Karl Russell



Historic Fiscal & Monetary Policy Response

COVID-19-related relief and stimulus

» Six Congressional packages ($5.8t) and Federal Reserve action ($5.6t) provided a total of $11.4t in COVID-19-
related relief and stimulus to the US economy

» Stimulus totals 52% of annual US GDP (including stimulus enacted in March 2021)

Historical US stimulus policy response [as a % of GDP) in time of crises
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US personal income supported by COVID relief; savings remains elevated

Post-COVID consumption above pre-COVID level;
roughly $2.3 trillion in accumulated savings since

pandemic

JFerzznal comaumnzstion, savingy, erd cther cuflays, armualised, Sirillerm

Post-COVID income supported by COVID relief;
employee compensation above pre-COVID level
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R Maine Personal Income

Major Components of Personal Income, Maine

® Wages and Salaries B Personal current transfer receipts B Dividends, interest and rent

B Supplements to wages and salaries m Monfarm proprietors’ incomea
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Maine Personal Current Transfer Receipts

Components of Personal Current Transfer Receipts, Maine

B Sacial Security benefits B Meadicare benefits
B Medicaid Unemployment insurance compensation

All other personal current transfer receipts
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Service Sector Hit the Hardest

Share of Decline in Personal Consumption Expenditures from

Peak to Trough
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Maine Job Losses — Low Wage Service Sector Jobs

Leisure and hospitality remains the hardest-hit sector, with 11,500
fewer jobs in March 2021 than March 2020

B Over the year change

Change in Jobs by Sector

Constructipn

Professional & BUSINESS Services
Private Educational Services
Fadaral Govarnment
InTosrmatssn

Whaolasale Trade
Transportation, Warghousing & Utilithes
Manufacturing

Financial Activitias

Drher Services

State Government

Rarail Trade

Healthcare & Social Assistance
Local Eovarnment

Lesgure & Hospitalit ¥

-12K -11K -10 -HK -gK -MR -BK
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“K-Shaped” Recovery

Employment is following a “"K-shaped” trajectory

CFPOATURITY afdlydd i
_;‘Iu b Y o ! . r

Percent Change in Employment*

In Maine, as of March 10 2021, =mployment rates among workers in the bottom wage quartile decreased by 23.9%
compared to January 2020 [not seasonally adjusted].

Har 18, 3321
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+3. 7%
Hididle Wage
[$3TK-$B0K)
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Women with Children Leaving Labor Force

Chart 1
Female Prime-Age Labor Force Participation Rates Steadily Decline Since June

Percent, seasonally adjusted Percent, seasonally adjusted
78 - - 90.3

+——Female, ages 25-54 —=Male, ages 25-54

73 ; : : ; : : ; ; ; 853
Jan Feb Mar Apr

S0OURCE: Bureau of Labor Statistics. Federal Reserve Bank of Dallas

21



COVID19 and State Tax Revenues
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State Revenue YOY Growth

Percent Change in State Tax Revenues Since the Start of COVID-19
April 2020-March 2021 vs April 2019-March 2020, percent change

YOY percent change
W <-8.0%
M -5.0% to 0.0%
[ 0.0% 10 2.0%
M 2.0% to 5.0%
> 5%
No data

Notes: Data for Mevada and South Dakota is through February, data for New Maxico is through January, and data for Wyoming is missing.
hitps:/fwww urban org/policy-centersicross-center-initiatives/state-and-local-finance-initiative/projects/state-tax-and-economic-review
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Evolving Revenue Forecast Since Start of COVID

Applying 2018 stress-test reduction of 4% to December FY 2020 forecast

* Results in $200 million revenue short-fall in FY 2020 or -5% from baseline forecast
(Note, ignores deferral of April 15th and June 15th income tax payments to July 15th)

« Applying 11-13% decline from severe recession scenario results in a FY 2021 revenue loss

of $450 to $525 million

 Estimate FY20 shortfall of $80-$90 million if income tax deferrals never happened

General Fund Summary

FY21

FY22

FY23

FY24

March 2020 Forecast

$4.070,279.515

$4.174.531.432

$4.317.597.709

Annual % Growth

2.5%

2.6%

3.4%

Net Increase (Decrease) Forecast

($527.809.542)

($433.731.150)

($449.465.768)

August 2020 Forecast

$3.542.469.974

$3.740.800.282

$3.868.131.941

Annual % Growth

-10.8%

5.6%

3.4%

Net Increase (Decrease) Forecast

$272.806,942

$231.967.435

$255.473.700

December 2020 Forecast

$3.815.276.916

$3.972.767.717

$4.123.605.641

$4.276.,170.128

$4.431.148.462

Annual % Growth

-3.9%

4.1%

3.8%

3.7%

3.6%

Net Increase (Decrease) Enacted Leg.

($123.763.062)

$34.312.346

$54.056.820

$5.970.750

$6.403.000

Net Increase (Decrease) Forecast

$479.428.979

$241.344.813

$219.186.512

$223.297.647

$213.216,979

May 2021 Forecast

$4.170.942.833

$4.248.424.876

$4.396.848.973

$4.505.438.525

$4.650.768.441

Annual % Growth

5.1%

1.9%

3.5%

2.5%

3.2%

Change % from March 2020 RFC

2.5%

1.8%

1.8%

na

na
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Maine Sales Tax Goods Based

Personal Consumption Expenditures
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Calendar Year Taxable Sales Summary

2018 2019
5.5% Sales 519,670 520,937
>5.5% Sales 54,500 $4,754
Total, All Sales 524,170 525,692

Estimate if 12 months of marketplace collections in 2019:

Total, All Sales 526,133

2020
$23,398
§3,510
$26,908

$26,908

2019
6.4%
5.6%
6.3%

2020
11.8%
-26.2%
4.7%

3.0%
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= Lodging Sales Rebound Over Summer
Rental of Lodging Sales Tax E 2018 Sabily= 52223 mikon
525
Share of total CY 2019 sales &
use tax = 7.3%
520
5
E 315 CY 2019 Share of Taxable
% Sales by Quarter:
%51“ 1 9.3%
E J 23.4%
ol E— 3 52.5%
4 14.8%
50
lan.  Feb. Mar. Apr. May June July  Aug.  Sept. Oct. Nov. Dec,
Yo Grawth —-2018 —==2019 -+-2020 2021

July 19 - Mar. - Aug. - Oct. — December | January February | Nov.20-
Feb.20 May 20 Sept. 20 Mow. 20 20 21 21 Feb 21
9.9% -71.0% -47.8% -21.9% -21.5% -25.6% -7.7% -2.8% -15.2%
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7 Prepared Food Sales — Restaurant Sales

Prepared Foods Sales Tax

Includes sales at both restaurants and food stores CY 2019 liability = 5269.4 million
535
Share of total CY 2019 sales &
530 use tax = 17.5%
B
= 525
E CY 2019 Share of Taxable
m "
7 520 Sales by Quarter:
5 1 18.7%
- »15
ki 2 24.9%
510 3 33.6%
_
] - 22.8%
55
Jan. Fab. Mar, Apr. May June July Aug.  Sept.  Oct.  Nov. Dec,
—s-2018 2019 s 2020 2021
YoY Growth

July 19 - Mar. - Aug. - Oct. - December | January February | Nowv. 20-
Feb.20 May 20 Sept. 20 Mowv. 20 20 21 21 Feb 21
5.3% -43.1% -30.8% -18.0% -15.5% -20.8% -11.7% -16.8% -17.9%

28
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Automobile Sales Rebound

Auto Dealer & Lease Sales Tax

_Includes use tax paid on auto sales

2
; o CY 2019 liability = 5222.5 million
523 . i L
L ]
871 Share of total CY 2019 sales &
use tax = 14.5%
_ 518
5
= »17 — CY 2019 Share of Taxable
¥ ¢y . Sales by Quarter:
i » -
»13 . 1 21.1%
>l 2 27.1%
59 3 27.0%
57 4 24.8%
lan, Feb, Mar. Apr. May  June  July Aug. Sept.  Oct.  Nov. Dec.
--2018 -=-2019 -=-2020 2021
YoY Growth

July 19 - Mar. - June - Aug. - Oct. - December | January February | Nov. 20-
Feb.20 May 20 July 20 Sept. 20 Nowv. 20 20 21 21 Feb 21

-21.2% 12.5% 18.3% 6.8% 16.5% 17.4% 11.5% 11.9%
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Building Supply Store Sales Surge During COVID
Building Supply Stores Sales Tax

22
v CY 2019 liability = 5154.7 million
520
Share of total CY 2019 sales &
518 use tax = 10.1%
= 516
§ CY 2019 Share of Taxable
“f": 514 Sales by Quarter:
= 512 1 17.5%
510 2 28.0%
- 3 28.9%
4 25.7%
56
Jan. Feb. Mar. Apr. May June July Aug.  Sept. Oct. MNov. Dec
—= 018 =-—2019 =-e=2020 2021
YoY Growth

July 19 - Aug. - Oct, - December | January February | Nov.20-
Feb.20 Sept. 20 MNowv. 20 20 21 21 Feb 21

3.2% 15.7% 19.2% 22.8% 20.8% 34.8% 28.0% 24.1% 27.8%
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Taxation of Remote and Marketplace Sales Were Key

5.5% Sales, All Other

Sales taxed at 5.5% except building supply and auto dealer and lease

5126
5106 »
— 586 ™ f,e"'
] - . -
S - ) - PA— 7
— --__'.'_ e —
=
= 546
526
56
Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. MNov. Dec.
-8-2018 -=-2019 -»-2020 2021
YoY Growth

July 19 - | Mar. - Aug. - Oct. — lanuary February | Nov.20-
Feb.20 | May20 Sept. 20 | Nov. 20 21 21 Feb 21

Excluding auto &
building supply 9.2% 6.3% 15.5% 13.8% 13.9% 16.3% 19.6% 14.9% 16.1%

All 5.5% sales 8.0% 1.7% 15.5% 15.9% 13.5% 18.2% 20.2% 15.3% 16.7%
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Sales and Use Tax Forecast

Fiscal Year 2019 — 22 Sales & Use Tax Revenue

Fiscal Year revenue, 5 million, excluding net accruals in FY 21 and FY 22

B0O0
700 p—rs £ AR BEY

- b4 GOR
Gon L.
500 M3 436
400 a5R

24

200
200
100

]

Juby - Ot Mare. - March dpril - lune
2019 m2020 m2021l w2022

FY 2022 Revenue Minus FY 2021 Revenue, Excluding Net Accruals (Smil)

Total change in revenue 562.5 54.1 -57.5
Prepared food, Lodging, and Adult Use Ml  5$58.0 524.0 511.9
Everything Else 54.5 -519.9 -519.5



Individual Income Tax Forecast Improves

Individual Income Tax: Annual Growth and

Forecast Revision
(Smillion)

2017-18 6.5%

2018-19 5.6%

2019-20*% 7.9%

2020-21 -1.6% $224
2021-22 4.5% $150
2022-23 4.3% $140
2023-24 4.3% $130
2024-25 4.6% $122

Dollar values in millions. *Without 1040 estimated and final payment accruals FY 20 growth would have
been -14.1%.



Enhanced Ul Benefits — $55.5M State Withholding in CY21

Individual Income Tax: Withholding

(Smillion)
Calendar Year 51,464.7 $1,588.8 8.5%
Jan. — Mar. $375.7 S408.0 5447.5 8.6% 9.7%

Growth Rates After Adjustments

Remove unemployment insurance withholding: Withholding variance:
564.3 million over budget through March
Calendar Year 4.8%

Jan. — Mar. 8.6% 7.3%

Remove Ul withholding and adjust for number of
Thursdays

Calendar Year 3.7%
lan. — Mar. 8.6% 10.8%



w2 W&S Forecast and Ul Benefits Help Forecast

Individual Income Tax: Resident 1040 Wages +

Taxable Unemployment Insurance Income
(Smillion)

35000
34000
33000
32000
31000
30000
29000
28000
2./000
26000
25000

2019 2020 2021 2022 2023 2024 2025

——Mar-20 ——Aug-20 =—e—Dec-20 =——Dec-20+ Ulexempt May-21

Annual Growth, December 2020 4.5% -1.8% 3.2% 3.6% 3.8% 3.9%
Annual Growth, December 2020 + Ul exemption 0.2% 2.4% 3.2% 3.6% 3.8% 3.9%

Annual Growth, May 2021 3.1% 5.9% 1.2% 3.5% 3.8% 3.7%

May 21 recommendation relative to Dec 20
forecast + Ul exemption 2.9% 6.3% 4.3% 4.2% 4.2% 4.0%

35
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Preliminary TY20 Returns Point to Significant Capital Gains

80.0%

60.0%

40.0%

20.0%

0.0%

-20.0%

-40.0%

-60.0%

Percentage Change in Capital Gains Realizations by Maine Residents

60.9%
42.8% A2 .49 43.1%
28.4%
24.8%
2 ? 16.3%
12.4%
10.2%
8.3% 2-1% 9.3% _ o5q
| 1.3%
T T T T T Ll,l_l:zro/ﬁ
- aQ,
-4.1% 5.00% Ll -2.09%
-7.5%
e -14.19%
-39.5%
-54.2% o8.8%
1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024
Tax Year
| Actual O May 21 Forecast




Additional TY20 Capital Gains Liability of S100M+

Individual income tax: Capital Gains

Tever 12019 12020 12021 2022 2023 12024 2025

Annual growth:
December RFC 3.2% 5.1% -3.2% 3.9% 39% 40% 4.0%
May RFC 93% 102% 8.2% 13% -75% -39% -1.4%

CBO Forecast (Sept 2020) 83% -205% 05% 45% 11% 23% 3.1%
CBO Forecast (Jan 2021) 106% -7.7% 238% 13% -75% -39% -1.4%

May 21 resident capital gains liability:

Relative to March 20 RFC -$5.4 5159 S$444 S$530 S37.9
Relative to Dec 20 RFC 510.1 S3B.0 S$59.7 556.2 5323 5169 S6.8
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What We're Watching for Fall Forecasts

Additional Federal Fiscal Stimulus

Inflation and Fed Monetary Policy
Recent Surge in COVID19

Vaccine Effectiveness; Booster?

Remote Work and Migration to ME

Does Goods Sector Remain Strong?


http://getwallpapers.com/wallpaper/full/e/b/1/1304996-download-free-blue-wallpaper-1920x1200.jpg
https://creativecommons.org/licenses/by-sa/2.0/
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