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’17 Challenge: Avoid Re-creating a Structural Gap 

 ’17: large cash balance, small 
structural balance 

 Using cash balance for 
ongoing initiatives re-creates 
structural gap in ’18 

 Excludes $460 M Rainy Day 
Fund Balance 

FY 2017 Baseline Projection 
$ in M 

Balance Forward / Other 
One-time Revenues 

$ 599 

Ongoing Revenues 9,397  

Ongoing Spending (9,371) 

Cash Balance $ 625  
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Baseline Structural Balance Improves Through ’19 

 Improving balances could provide more flexibility, but… 

 Based on highly unlikely assumption of no discretionary changes 
in next 3 years 



JLBC 

Forecast Risk: Current Expansion Exceeds Historical Average 

4 

Now 

2019 

Calendar Year 
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Forecast Risks II 
- 1% Variance Yields $625 M Over 3 Years 

Potential Gains 

 National recovery creating more interstate migration 

 

Potential Gain or Loss 

 Estimate of ongoing ’15 Capital Gains and Corporate collections 

 

Potential Litigation Losses 

 Ongoing retirement litigation 

 Hospital assessment 

 Rental car surcharge 

 Foster care lawsuit in U.S. District Court 



Revenue Overview 

JLBC 
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AZ Economy is Growing, But Slower than Average 
- Given Our Size, Historical Norm May Not be Realistic 

 

 Overall job and population growth remain significantly 
below historical standard 

 Construction employment has picked up but still remains 
115,000 workers behind the 250,000 (June 2006) peak 

 Number of annual building permits has grown 
substantially—from 17k last year to 22k now 

Historical Current 

Overall Job Growth 3.9% 2.5% 

Construction Employment 5.7% 5.5% 

Population Growth 3.1% 1.5% 

Single Family Residential    
   Building Permits 

38K 22K 

Key Indicators 
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Revenue Growth Improves Slightly Over Time 

Percent change in Base revenues excluding balance 
forward, statutory changes, one-time revenues, 

and urban revenue sharing 

January Consensus Forecast 
 

 Finance Advisory 
Committee 

 UA model – base  

 UA model – low 

 JLBC Staff 
 

Chance of Exceeding Forecast 
 

 66% 
 

Long Run Average Growth 
 

 4.7% 
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Is the FY ’16 Growth Rate Reasonable? 

 After adjusting for tax laws and one-time funds, the projected ’16 
growth rate is 3.0% 

• The comparable preliminary growth rate through December is also 2.9% 

• “Core” Revenues are lagging– sales tax (2.3%) and withholding (2.8%) 
 

 The Baseline would increase the forecast of ongoing revenues by    
$341 M above the enacted budget 

• Through December, ’16 revenues are $210 M above budget 

• Individual income tax payments and Corporate income tax accounts for 
$140 M of $210 M 
 

 The 2nd half forecast gain is expected to slow due to the higher 
collection level in the 2nd half of ’15 

• Capital gains and Corporate collections may not be sustainable 



JLBC 

 Since 1/15, retail is up 10%; 
contracting is down (17)% 

 Trends likely related to Jan. 
’15 contracting law 

 $15 M in ’16 amnesty 
collections 

 Overall, 2.3% 1st Half was 
weak (adjusted for amnesty) 

10 

Sales Tax 
- Projected Growth of 3.8% in ’16 and 4.5% in ’17  

’15 Actual = $4.19 Billion 

’16 YTD = 3.1% 

Percent Change in Base Revenue Excluding 
Statutory Changes 
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 ’15: low withholding growth 
offset by capital gains 

 That trend persists in 1st half of 
’16 

 Capital gains are volatile and may 
not be sustainable 

 4.9% 1st Half growth (excluding 
$11 M in ’16 amnesty) 

’15 Actual = $3.76 Billion 

’16 YTD = 5.4% 

Individual Income Tax 
- Projected Growth of 3.6% in ’16 and 3.8% in ’17  

Percent Change in Base Revenue Excluding 
Statutory Changes and One-Time Changes 
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’16 So Far Continues Slow Withholding/High Payments 

 Withholding growth in the 1st Half 
is sluggish at 2.8% 

 Annual withholding growth has not 
been above 3.5% since ’11 

 Payments up 19.3% in 1st Half of 
’16 – carryover impact of TY ’15 
filings 

 Little refund activity occurs until 
tax season 

12 

 
 
 

 
 ’15 1st Half ’16 

Withholding 3.4% 2.8% 

Payments 14.8% 19.3% 

Refunds (0.8)% 11.1% 

 Net 8.6% 4.9% 

Percent Gain Above Prior Year 
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Volatility of Capital Gains Complicate Forecasting 
- Final ’15 Capital Gain Receipts to be Determined 

Individual Income Tax Capital Gains Revenue 

13 
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’15 Actual = $663 M 

’16 YTD = (15.8)% 

Percent Change in Base Revenue Excluding 
Statutory Changes and One-Time Changes 

Corporate Income Tax 
- Projected Growth of 2.6% in ’16 and 2.4% in ’17  

 In 22 of last 28 years, 
annual change has been > 
+/- 10% 

 ’14 & ’15 results 
inexplicable 

 4-year tax cut was to begin 
in ’15, likely delayed to ’16  

 (22.7)% 1st Half decline 
(excluding $21 M in ’16 
amnesty) 
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’19 CIT Projected to be $352 M 
- Primary Reductions are 2% Rate Cut and 100% Sales Factor 

4-Sector Forecast 

Statutory Changes 
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4-Sector Base Growth is 3.5% in ’16 & 4.0% in ’17 

Details in Appendix A 

UA Base UA Low FAC JLBC UA Base UA Low FAC JLBC 

’16  ’17 

 With exception of UA Low, 3 other sectors have comparable growth rates 

 Recessions rarely predicted in advance 

 Especially given current length of expansion, an economic slowdown 
remains possible  
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Phase-In of $261 M of Enacted Tax Reductions 

 

 
 

 Corporate Rate Reduction/Sales Factor 

 Corporate School Tuition Indexing 

 Other 

 

 Total 

 

’17 
 

(77) 

(10) 

(11) 
 

(98) 

$ in M* 

’18 
 

(74) 

(12) 

(4) 
 

(90) 

 

’19 
 

(52) 

(15) 

(6) 
 

(73) 

* Represents changes to prior year.  By ’19, revenue base is $(261) M lower than in ’16. 
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Components of the Revenue Forecast 
- Excludes Change in Beginning Balance 

 
 
 
Base Revenue Growth (3.5%/4.0%/4.6%/4.6%) 

One-Time Fund Transfers 

One-Time Amnesty Collections 

Previously Enacted Tax Legislation 

Urban Revenue Sharing 

     Total 

     % Change 

’17 

389 

(117) 

(47) 

(98) 

(58) 

69 

0.7% 

$ in M 

’18 

461 

(100) 

0 

(90) 

(13) 

258 

2.7% 

’19 

475 

0 

0 

(73) 

(6) 

396 

4.1% 

’16 

333 

139 

47 

(98) 

3 

424 

4.7% 
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Revenue Will Reach Pre-Recession Level in ’18 

Excludes balance forward and other one-time revenues.  Includes tax law 
changes and Urban Revenue Sharing. 

 

General Fund 



Spending Overview 

JLBC 
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$9,371 

1.4% 

 

$9,607 

2.5% 

$9,826 

2.3% 

21 

Projected Baseline Spending Changes 

Total Spending 

    % Change 

 

 

K-12 

AHCCCS 

DCS  

DES 

Corrections 

Universities 

Employee Health Insurance 

Land Dept. Self-Fund 

Other 
 

Total Operating Budget Changes 

GF $ in M Above Prior Year 

’17 

84 

79 

(9) 

24 

23 

12 

(8) 

0 

(24) 
 

181 

’18 

138 

77 

0 

25 

7 

4 

0 

(13) 

(2) 
 

236 

’19 

124 

98 

0 

29 

0 

0 

0 

0 

(32) 
 

219 



Projected Ending Balance Estimates 

JLBC 
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Projected General Fund Revenues & Expenditures 

’17 ’18 

Ending 
Balance 

Exp Exp 

Structural 
Balance 

$499 M $625 M $148 M 

$(71) M $26 M $148 M 

Exp 

’19 

$325 M 

$325 M 

Exp 

’16 

FY 2017 projected ending balance assumed to be allocated  
as part of the budget process 

Rev Rev Rev Rev
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JLBC Baseline ’17 Ending Balance 

Lower Exec K-12 / Medicaid caseload 

Higher Exec revenues 

Lower Exec Carryforward 
 

Policy Issues 

Spending increases 

Spending reductions 
 

Executive ’17 Ending Balance 

Tax Package 
 

Revised Exec ’17 Ending Balance 

Comparing the Executive Budget and JLBC Baseline 

$ in M 

$625 

81 

120 

(15) 
 

 

(269) 

79 
 

$621 

? 
 

? 

 Similar cash balances, but 
very different assumptions 

 

 Higher revenue and lower 
caseloads allow Executive 
to fund more spending 

 

 Analysis of Executive 
budget incomplete without 
tax proposal 



JLBC 

*** Excluding Balance Forward 

26 

’17 Executive Revenue $120 M Higher 
- Executive Higher by $45 M in ’16 

    ** 

*Excludes tax law changes and one-time revenue 
 **5.2% when compared to JLBC ’16 base 
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How Different Assumptions Affect Structural Balance 
- Difference Between Ongoing Revenues and Spending  

 We evaluate Exec. proposal using 
JLBC revenue and caseloads 

• $173 M structural balance 
becomes a $(28) M shortfall 

 Reclassifying certain Exec. 1-time 
$ as ongoing further increases 
shortfall to $(59) M  

• $10 M JTED, $6 M College 
Prep, $15 M SFB 

 Permanent Tax Cut increases 
shortfall beyond $(59) M 

? 

Executive ’17 Structural Balance 

$ M 
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Appendix: January 2016 4-Sector Forecast 
2016 2017 2018 2019 

Sales Tax 

   JLBC Forecast 4.0% 4.6% 4.5% 4.3% 

   UA – Low 3.0% 2.6% 4.7% 4.9% 

   UA – Base 4.0% 5.6% 6.0% 6.0% 

   FAC 4.1% 5.2% 4.8% 4.3% 

      Average: 3.8% 4.5% 5.0% 4.9% 

Individual Income Tax 

   JLBC Forecast 4.6% 5.3% 4.5% 4.5% 

   UA – Low 1.9% -0.1% 4.6% 5.2% 

   UA – Base 2.5% 4.6% 5.5% 5.7% 

   FAC 5.2% 5.4% 5.2% 4.4% 

      Average: 3.6% 3.8% 5.0% 4.9% 

Corporate Income Tax  

   JLBC Forecast 5.4% 4.4% 4.2% 4.0% 

   UA – Low -4.6% -2.8% -5.5% -4.1% 

   UA – Base 5.4% 1.9% -1.7% -5.5% 

   FAC 4.1% 5.5% 4.8% 3.9% 

      Average: 2.6% 2.4% 0.8% 0.1% 

   JLBC Weighted Average 4.4% 4.9% 4.5% 4.4% 

   UA Low Weighted Average 1.9% 1.1% 4.2% 4.7% 

   UA Base Weighted Average 3.5% 4.9% 5.3% 5.4% 

   FAC Consensus Weighted Average 4.6% 5.3% 5.0% 4.3% 

“Big-3” Weighted Average 3.6% 4.1% 4.7% 4.7% 

Consensus Weighted Average* 3.5% 4.0% 4.6% 4.6% 

Adjusted Consensus Weighted Average** 2.5% 3.0% 3.7% 3.9% 

*     Represents on-going revenue adjusted for small revenue categories. 
**   Represents on-going revenue adjusted for tax law changes; excludes Urban Revenue Sharing.  
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Elliott D. Pollack & Company

2016: More of the Same.
But, with Drama.

Finance Advisory Committee

January 21st, 2015

Presented By:
Elliott D. Pollack

CEO, Elliott D. Pollack & Company

Elliott D. Pollack & Company

Good News –

• If you liked 2015, you’ll like 2016.

2
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Elliott D. Pollack & Company

• Possible Imbalances include:

- Inventories to sales ratio

- Strong Dollar 

- International Trade (China)

- Financing for homes

- Stock Market

- Unintended consequences of oil price

decline
3

Bad News –

Elliott D. Pollack & Company

Where We Stand–

• The recovery is starting to show signs of 

middle age.

4

YOU ARE 

SOMEWHERE 

AROUND HERE
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Elliott D. Pollack & Company

Good News:

Overall the 

Outlook 

Remains 

Positive

5

Elliott D. Pollack & Company

• No irrational exuberance 

6
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Consumers
• Debt burden low

7

Elliott D. Pollack & Company

Financial Obligation Ratio*

1980 – 2015**
Source: Federal Reserve
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*Ratio of mortgage and consumer debt (including auto, rent and tax payments) to disposable income.

**Data through third quarter 2015. 

Recession Periods

8
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Elliott D. Pollack & Company

U.S. Consumer Credit

1980 - 2015*
Source: Federal Reserve

Revolving credit remains more than $92.1 billion below its 2008 peak.
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Non-Revolving Credit Revolving Credit

(Trillions)
Recession Periods

*Data through November 2015
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Elliott D. Pollack & Company

Consumer Confidence

1990 – 2015 
Source: The Conference Board

20

30

40

50

60

70

80

90

100

110

120

130

140

150

Ja
n-

90
Ja

n-
91

Ja
n-

92
Ja

n-
93

Ja
n-

94
Ja

n-
95

Ja
n-

96
Ja

n-
97

Ja
n-

98
Ja

n-
99

Ja
n-

00
Ja

n-
01

Ja
n-

02
Ja

n-
03

Ja
n-

04
Ja

n-
05

Ja
n-

06
Ja

n-
07

Ja
n-

08
Ja

n-
09

Ja
n-

10
Ja

n-
11

Ja
n-

12
Ja

n-
13

Ja
n-

14
Ja

n-
15

Recession Periods

10

Consumer Confidence Strong
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• Net worth 

improved

11

Elliott D. Pollack & Company

• Real income

growth

12
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Real Disposable Personal Income Per Capita
1970-2015*

Source: Bureau of Economic Analysis
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Recession

*Data through third quarter 2015. 13

Elliott D. Pollack & Company

• Liquidity 

improving

14
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Elliott D. Pollack & Company

• Inflation low

15

Elliott D. Pollack & Company

Daily Crude Oil Prices:

West Texas Intermediate

1994 - 2016* 
Source: U.S. Energy Information Administration

*Data through January  11, 2016.

Recession Periods
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• Oil Prices low

16
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• Oil prices low

1) In 2005, about 60% of consumption was 

imported.

2) In 2013, about 35% was imported. 

3) In 2015, the Department of Energy estimates 

about 21% will be imported. 

17

Elliott D. Pollack & Company

• Oil prices low

• At $30 a barrel, that equated to about $223.0 

million a day ($81 billion a year) we are no longer 

sending outside of the country compared to 2005 

and $80.0 million a day ($29 billion a year) 

compared to 2013.

• According to the Energy Information 

Administration, the typical household will save 

about $750 this year because of lower gas 

prices. 

18
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Elliott D. Pollack & Company

• No capacity issues

19

Elliott D. Pollack & Company

Government
• Not a drag on economy

20

TOO BUSY 

TO MESS 

UP THE 

COUNTRY 

TODAY
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Elliott D. Pollack & Company

• Fed policy still expansive

21

Elliott D. Pollack & Company

Housing

• Prices up, but modestly 

22
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Elliott D. Pollack & Company

Stock Market

23

“Wall Street indexes predicted 

nine out of the last five 

recessions!” Paul Samuelson

Elliott D. Pollack & Company

Not So Good News –
• Excess inventory 

• Stronger dollar

• Weaker China

• Construction, except for apartments, 

is still far from previous peak.

• Ripple effect of lower oil prices

24
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Elliott D. Pollack & Company

U.S. Inventory to Sales Ratio

1992 - 2015* 
Source: Bureau of Labor Statistics

*Data through November 2015

Recession Periods
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Elliott D. Pollack & Company

Business

• Excess inventory, mainly in 

autos.

26
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Elliott D. Pollack & Company

Average Age of Auto Fleet 
(all light vehicles)

• 2015 – 11.5 years

• 2014 – 11.4 years

• 2013 – 11.3 years

• 2010 – 10.6 years

• 2005 – 9.5 years

• 2000 – 8.9 years

• 1995 – 8.4 years

Source: R.L. Polk Company, HIS
27

Elliott D. Pollack & Company

• Issues with the dollar strengthening

U.S. Dollar Trade Weighted Exchange 

v. Major Currencies

1973-2016*
Source: U.S. Federal Reserve

28
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Elliott D. Pollack & Company

Effects of a strong dollar:

• American goods more expensive outside of U.S.

• Foreign goods cheaper in the U.S.

• Keeps domestic inflation lower

• Keep interest rates lower longer. 

• Indicates American economy is doing well compared to 

the rest of the world.

• Transference of manufacturing jobs overseas. 

• Negatively effects earning of companies with big 

overseas revenues.

29

Elliott D. Pollack & Company

On the other hand:

1) Good time to buy foreign goods.

2) Good time for international travel.

30
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Elliott D. Pollack & Company

U.S. Exports to China

as a percent of GDP
1987 - 2014 

Source: U.S. Census Bureau

Recession Periods

0.0%

0.1%

0.2%

0.3%

0.4%

0.5%
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0.7%

0.8%

Total U.S. exports account for 9.3% of GDP 31

Elliott D. Pollack & Company

NATIONAL ECONOMY –

Continued subpar growth.  

But, recovery should continue.

32
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Elliott D. Pollack & Company

• Construction still lags (except 

for apartment construction)

33

Elliott D. Pollack & Company

NATIONAL ECONOMY –

What’s Different?

34
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Elliott D. Pollack & Company

No accelerator to income.

No big jump in labor force participation 

rate such as what occurred in the 70’s 

and 80’s (two income households).

No huge increases in stock market    

like the 90’s.

No rapid increases in housing prices 

like 1996-2005.

35

Elliott D. Pollack & Company

56.0%

58.0%

60.0%

62.0%

64.0%

66.0%

68.0%

Labor Force Participation Rate (16 years and over)
1950 – 2015 

Source: Bureau of Labor Statistics
Recession Periods

36
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Elliott D. Pollack & Company

Demographics

37

Elliott D. Pollack & Company

Average Annual Expenditures

in U.S. by Age Groups
Source: 2014 Consumer Expenditure Survey; U.S. Bureau of Labor Statistics

All Ages <25 25 to 34 35 to 44 45 to 54 55 to 64 65 to 74 75 +

$53,495 $32,179 $49,547 $62,512 $65,651 $56,267 $48,885 $36,673

38
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Elliott D. Pollack & Company

U.S. Birth Index

1909-2015
Source: U.S. Census Bureau; Harvard Joint Center for Housing Studies
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79.4 M

Baby Boomers

1945-1964

(Ages 50-69)

78.7 M

Gen X

1965-1984

(Ages 30-49)
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39

Elliott D. Pollack & Company

Peak Spending Cycle

46 year lag

1975-2060
Source: U.S. Census Bureau
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U.S. Population by Age

Net Change 2015 – 2020
Source: U.S. Census Bureau
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Elliott D. Pollack & Company

U.S. Median Age at First Marriage

1890-2015
Source: U.S. Census Bureau
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Elliott D. Pollack & Company

Percent of 18-33 Year Olds Married
Source: Pew Research

• In 1960 - 64% were married (Silent Generation)

• In 1980 - 49% were married (Baby Boomers)

• In 1997 - 38% were married (Gen X)

• In 2014 - 28% were married (Millennials) 

43

Elliott D. Pollack & Company

When you delay marriage you 

delay children. That delays 

housing. That delays demand for 

housing “stuff”. 

44
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Elliott D. Pollack & Company

Bottom Line
Slower Intermediate Term Growth

45

Elliott D. Pollack & Company 46

Arizona
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Elliott D. Pollack & Company

Arizona–

The State has had a significant recovery in 

both absolute and relative terms.

It is only when we compare ourselves to 

previous Arizona recoveries that we look so 

bad. 

47
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Year Rank

2004 2

2005 2

2006 2

2007 17

2008 46

2009 49

2010 49

2011 27

2012 9

2013 10

2014 16

2015* 12

Year Rank

1992 23

1993 5

1994 2

1995 2

1996 2

1997 2

1998 1

1999 2

2000 5

2001 9

2002 10

2003 4

Arizona Employment Growth

Arizona’s Rank Out of 50 States
Source: Arizona State University, U.S. Bureau of Labor Statistics

*YTD November 2015  vs. YTD November 2014 49
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Why has Arizona growth 

in this cycle been 

subpar relative to its 

historical norm?

50

Elliott D. Pollack & Company

(1) Slowdown in 

population flows

(2) Slow housing recovery

(3) Sub normal national recovery

(4) Local factors

51
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What has changed?

52

Elliott D. Pollack & Company 53

Growth itself is an economic 

driver in Arizona–

People moving to the State creates demand 

for goods and services that create more 

jobs.

When you grow at 1.4% instead of 3.2%, the 

part of the economy that is based on 

servicing new people shrinks.
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Arizona Unemployment Rate

1976 – 2015* 
Source: Bureau of Economic Analysis

Recession Periods

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

*Data through November 2015. 54
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Employment Growth
From Bottom of Recession (Start of Recovery)

Arizona Employment, Seasonally Adjusted
Source: BLS

55

Recession

Emp.

Trough

62 mos. 

Later % Growth

1974-1975 Mar-75 May-80 41.1%

1981-1982 Aug-82 Oct-87 37.4%

1991 Jul-91 Sep-96 28.5%

2001 Dec-01 Feb-07 19.0%

2007-2009 Sep-10 Nov-15 12.2%
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Population Growth after Recessions
Arizona

Source: ADOA

56

Start of 

Recovery Population

Population

7 years later % Growth

1975 2,286,000 2,810,108 22.9%

1981 2,810,108 3,437,103 22.3%

1991 3,788,576 4,736,990 25.0%

2001 5,287,510 6,274,981 18.7%

2009 6,389,081 6,758,251 5.8%

Elliott D. Pollack & Company

Less need for migrants 

(international and national) 

chasing jobs.

57
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Fewer people mean fewer houses 

& less commercial construction.

58
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Arizona Job Losses Exceeded U.S.
Source: Bureau of Labor Statistics, Seasonally Adjusted Data

Local Gov.

State Gov.

Leisure & Hospitality

Business Services

Financial

Information

Trans./ Warehousing

Retail Trade

Manufacturing

Construction

Overall

12.1%

13.6%

9.3%

16.8%

12.5%

20.5%

13.3%

12.4%

21.4%

55.3%

11.7%

4.0%

3.6%

9.0%

11.8%

8.6%

14.2%

8.0%

8.2%

19.7%

29.7%

6.3%

U.S

AZ

Peak to trough 

job declines 

within each 

industry.

59
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Arizona Jobs Regained Since Bottom of Cycle–

Most Industries Yet to Regain Lost Jobs

Construction

Manufacturing

Local Gov't

Mining

Other Services

Trade, Transp., and Utilities

State Gov't

Prof. & Business Services

Information

Financial Activities

Education & Health Services

Leisure & Hospitality

17.7%

22.1%

38.0%

38.5%

58.0%

66.2%

67.0%

90.6%

113.2%

129.7%

137.2%

199.6%

Source: U.S. Bureau of Labor Statistics, Thousands of Jobs, Seasonally Adjusted, as of November 2015.

60
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Arizona Construction Employment

Seasonally Adjusted

1970 – 2015* 
Source: University of Arizona Recession Periods(000s)

20.0

40.0

60.0

80.0

100.0

120.0

140.0

160.0

180.0

200.0

220.0

240.0

260.0

Trough 110,100 jobs

Current 126,200 jobs

117,800 Jobs Gap

Peak 244,000 jobs

*Data through Q3 2015

U of A  Q4 2015 forecast 61
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Arizona Construction Employment Index

Percent Below Peak – Duration in Quarters

1970 – 2015* 
Source: University of Arizona Recession Periods

-60.0%

-50.0%

-40.0%

-30.0%

-20.0%

-10.0%

0.0%

10.0%

1973-1975 Recession 1980-1982 Recession 1990-1991 Recession

2001 Recession 2007-2009 Recession

2007-2009

1990-1991

1973-1975

1980-1982

2001

*Data through third quarter 2015

Data from  U of A  Q4 2015 forecast 62
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Positions Builders are Having Trouble Filling

Roofers

Plumbers

Painters

Electricians

Masons

Framers

Carpenters

40.0%

45.0%

46.0%

46.0%

53.0%

67.0%

68.0%

Source: National Association of Home Builders, June 2015

63
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Arizona Population:

Foreign-Born, Non-Citizen 
Source: American Community Survey

300,000

350,000

400,000
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-1.9%9.5%

9.2%

6.0%

3.6%

9.8%

6.1%

-8.5%

-6.4%

-13.8%
-2.4% -1.9%

2.3%

Recession Periods

SB 1070 passed in 2010

64
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Where are the Inflows of 

Population?

65
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Distribution of Movers in U.S. by Type*

1990-2014
Source: U.S. Census Bureau

*Excludes movers in the same county
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17.2

Elliott D. Pollack & Company

For the U.S. as a Whole

• 2002 – 2006

• 2010 – 2014 

67
Note: Does not include in-state movers

Total Movers down 25.6%

• Movers from abroad down (26%)

• Movers from other states down (34%)

• Movers from other counties

in the state, down  (18%)
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Of Those Moving, Fewer are Moving to Arizona
Arizona Population Growth Rank

1991-2015
Source: Census Bureau
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68
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Arizona Capture Rate
(from abroad and between states)

• 2002 – 2006 =   3.7%

• 2010 – 2014 =   3.3% 

69
Note: Does not include in-state movers
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Statewide this Results….

• 10,400 fewer single family homes 

annually between 2010 – 2014.

• 5,600 fewer apartments annually 

between 2010 – 2014  

70
Note: Does not include in-state movers

Elliott D. Pollack & Company 71

Conclusion:

• Due to the lack of national, international, 

and in state population flows:

1. Jobs that would have been created by the 

domestic demand from people moving here 

has been reduced.

2. Greater Phoenix construction employment 

has suffered.

Thus, the economy would have been stronger.  
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Why do people move to Arizona?

(1) Employment opportunities

(2) Affordable housing 

(3) Moderate cost of living

(4) Family and friends live near

(5) The weather

(6) Lifestyle

(7) Outdoor recreation opportunities 

72
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8

32

16 2

1044

9

3

11

6

Hawaii  

19

7
15

Population Growth 2015
Source: U.S. Census Bureau

4

Alaska

39

1

5Growing

Declining

Top 10

73
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Arizona Population

Annual Net Change 1975–2017*
Source: AZ Dept. of Administration, EDPCo
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Arizona Population

Annual Percent Change 1975–2017*
Source: AZ Dept. of Administration, EDPCo
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SRP Residential Utility Hookup Growth 

Greater Phoenix 2003 – 2015* 
Source: SRP
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APS: Slowest Growth in over 50 years

1954 – 2015*
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10
3

Domestic Migrant Ranking 2015
Source: U.S. Census Bureau
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Positive Domestic Migration

Negative Domestic Migration 
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8

9
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Arizona Domestic Migration Ranking
2000-2015

Source: U.S. Census Bureau

2 2 2 2 2 2 3 4 3

11

6

11

3

6

3 4

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

79



1/20/2016

40

Elliott D. Pollack & Company

1

9

4

3

6

7

5
8

International Migrant Ranking 2015
Source: U.S. Census Bureau
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Arizona International Migration Ranking
2000-2015

Source: U.S. Census Bureau
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SB 1070 passed in 2010
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In terms of national migration, we 

are doing O.K. But, there is less 

migration overall

In terms of international migration, 

we are doing poorly. And, there is 

also less international migration.

82
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Arizona economy not broken. 

It’s mainly a reaction to the 

national phenomena. 

83
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How quickly are population 

flows going to recover?

84

Elliott D. Pollack & Company

SLOWLY!

85

Still buffering, seriously?
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Arizona Phoenix Population

Source: U.S. Census Bureau; AZ Dept. of Administration; University of Arizona Forecasting Project; EDPCo

Greater Phoenix Population Estimates and Projections

Population 2015 2016 2017

EDPCo
Forecast as of 2015 Q4 6,758,251 6,866,383 6,983,112

Net Change 91,010 108,132 116,729

% Change 1.4% 1.6% 1.7%

U of A Forecasting Project
Forecast as of 2015 Q4 6,758,251 6,864,625 6,986,381

Net Change 91,010 106,374 121,756

% Change 1.4% 1.6% 1.8%

Arizona Dept. of Administration
Forecast as of 2015 Q4 6,758,251 6,867,641 6,984,412

Net Change 91,010 109,390 116,771

% Change 1.4% 1.6% 1.7%

86
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Arizona Phoenix Population

Source: U.S. Bureau of Census; Arizona Department of Administration; University of Arizona Forecasting Project

YEAR POPULATION APR

1970 1,795,000 6.6%

1980 2,716,546 8.6%

1990 3,684,097 6.3%

2000 5,175,581 7.0%

2010 6,401,569 4.3%

2015 6,758,251 1.1%

2020* 7,369,606 1.7%

2025* 8,004,547 1.7%

*Forecasts as of 2015 Q4 87
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How quickly will housing 

recover?

88
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What is keeping potential buyers out of the 

housing market?

Parade of horribles:
(1) Negative Equity

(2) FHA Loan Limit

(3) Foreclosures 

(4) Short Sales

(5) Millennials

(6) Student Loans

(7) Tougher Loan Standards

89
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Good news for housing.

(1) Economic growth is good in Greater Phoenix

(2) Mortgage rates are low & lending is loosening up a bit

(3) Affordability is still good and price gains are modest

90
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Ability to Qualify
2002-2006 was not normal. 2009-present is not normal.

(1) More paperwork

(2) Automated underwriting standards make it difficult for 

self-employed, commissioned sales people and affluent 

retirees 

(3) Lower debt to income ratios

(4) Longer lockout period after a foreclosure

91
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10.2%

14.7%

8.0%

10.0%

12.0%

14.0%

16.0%

Percent of 25-34 Year Olds Living With Parents

U.S.:  1983 – 2014 
Source: US Census Bureau Recession Periods

In 2014 25-34 year olds represent 13.5% of total population (43 million persons).

1.9 million more 25-34 year olds now living with parents. 92
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Millennials/Living at Home

• There are approximately 1.5 million more 25-34 year olds 

living with their parents than 2002.

93
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Total Student Loan Balances 

Billions of Dollars
Source: Federal Reserve Bank of New York Consumer Credit Panel / Equifax

Year TOTAL

2004 Q3 $330.0

2005 Q3 $377.7

2006 Q3 $446.7

2007 Q3 $528.5

2008 Q3 $610.9

2009 Q3 $694.5

2010 Q3 $778.2

2011 Q3 $870.2

2012 Q3 $956.0

2013 Q3 $1,027.0

2014 Q3 $1,126.0

2015 Q3 $1,203.0
94
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Expenses that Delayed Saving for a Down Payment or 

Home Purchase - 2014

By Age
Source: National Association of Realtors 2014 

All Buyers 34 and 

younger

34 to 49 50 to 59 60 to 68 69 to 89

Student Loans 46% 54% 23% 11% 7% 1%

Credit Card Debt 50% 35% 41% 37% 21% 12%

Car Loan 38% 30% 25% 16% 9% 5%

Child Care 

Expenses

17% 10% 19% 5% 4% 2%

Health Care Costs 12% 7% 11% 14% 13% 15%

Other 8% 15% 24% 42% 58% 68%

96
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Yet, between millennials who will 

eventually get married, the 

homeownership rate that will 

improve, and population flows that 

will recover, there will be tremendous 

pent up demand for housing (both in 

single family and apartments) in 

Arizona. 

97
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The housing recovery is likely to 

continue.
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Single Family Permits 

Greater Phoenix 1975–2017*
Source: RL Brown & Elliott D. Pollack & company
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Multi-Family

100
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Apartments

Births 26-27 year lag

1955-2038
Source: U.S. Census Bureau
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Retirement Home Cycle

Births  65 year lag

1994-2076
Source: U.S. Census Bureau
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Multi-Family Year-End Vacancy Rates

Greater Phoenix County 1975–2017*
Source: ASU Realty Studies / Berkadia**
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Multi-Family Housing Market 
Source:  PMHS and Berkadia

Absorption Completions

2007 (3,121) 3,800

2008 (4,466) 5,900

2009 9,100 6,231

2010 11,619 200

2011 7,729 303

2012 2,950 910

2013 3,660 2,390

2014 6,750 4,970

2015* 5,690 4,950
*Data through third quarter 2015 104
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Multi-Family Pipeline
Source: CB Richard Ellis

Year

Potential 

New Supply

2015 6,621

2016 5,503

2017 10,159

105
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Multi-Family Outlook

Higher population growth and continued 

weak homeownership suggests the 

outlook for apartments is excellent.
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OFFICE
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Office Space Year-End Vacancy Rates

Greater Phoenix 1986–2017*
Source: CBRE
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Greater Phoenix Office Market*
Source:  CBRE

Year Absorption (sf) Chg in Inventory (sf)

2005 3,119,293 7,987

2006 3,245,888 **2,320,302

2007 1,500,704 4,905,374

2008 (603,112) 3,402,646

2009 (667,329) 1,798,415

2010 233,670 2,011,404

2011 1,857,433 3,144,910

2012 2,020,529 973,282

2013 1,721,366 (35,566)

2014 1,969,716 1,107,906

2015*** 2,232,024 1,832,319
*Only includes multi-tenant space greater than 10,000 SF

** A number of buildings in downtown and mid-town are being converted to office condos.

***Data through third quarter 2015110



1/20/2016

55

Elliott D. Pollack & Company

As of the third quarter 2015, 

there is 550,462 square feet 

of speculative office space 

under construction.

Source: CBRE 

111

Elliott D. Pollack & Company

Under any reasonable 

employment growth scenario, 

we believe it will be at least 

2017-2018 before any significant 

office construction occurs 
(although some sub-markets like 

Tempe 

will be sooner).
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INDUSTRIAL
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Industrial Space Vacancy Rates

Greater Phoenix 1980 – 2017*
Source: CBRE
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Greater Phoenix Industrial Market
Source:  CBRE

Year Absorption (sf) Chg in Inventory (sf)

2005 13,349,129 7,072,477

2006 6,032,175 7,829,959

2007 8,359,835 13,914,181

2008 629,838 13,467,215

2009 (4,649,352) 4,753,218

2010 4,455,097 2,451,202

2011 7,753,111 2,842,185

2012 7,405,168 3,358,724

2013 8,783,982 8,902,571

2014 6,214,680 6,791,313

2015* 5,639,447 3,329,149

*Data through third quarter 2015 115
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Retail Space Vacancy Rates

Greater Phoenix 1985–2017*
Source: CBRE**
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Greater Phoenix Retail Market
Source:  CBRE

Year Absorption (sf) Chg in Inventory (sf)

2005 6,708,155 6,248,789

2006 5,244,597 4,582,618

2007 9,424,362 11,104,865

2008 3,395,986 6,229,205

2009 (1,117,100) 4,405,985

2010 (75,352) 902,380

2011 (152,647) 24,543

2012 1,879,005 184,932

2013 1,579,202 (325,959)

2014 1,487,313 (49,225)

2015* 979,282 30,539

*Data through third quarter 2015 118
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As of the third quarter 2015, 

there is 69,773 square feet 

of speculative retail space 

under construction.

Source: CBRE 

119

Elliott D. Pollack & Company

CONCLUSIONS:

How will it all turn out?

120
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Economy should continue 

to grow. 

Real estate outlook rapidly 

improving. 

122

Elliott D. Pollack & Company

Arizona–

No boom in Arizona until 

population increases more 

rapidly and housing makes a 

meaningful recovery.

2016 will be better than 2015.

123
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Arizona Forecasts

Actuals Forecast

2013 2014 2015 2016

Population 1.3% 1.3% 1.4% 1.6%

Employment 2.3% 1.9% 2.5% 2.8%

Construction Employment 6.6% 1.3% 3.0% 7.0%

Manufacturing Employment 0.2% 0.7% -0.5% 0.0%

Retail Sales 7.9% 4.4% 7.0% 5.0%

Permits 13.1% -3.7% 28.0% 15.0%

Personal Income 1.0% 4.7% 4.5% 5.0%

Elliott D. Pollack & Company

For a quick analysis of 

important economic data released 

each week, subscribe to the 

Monday Morning Quarterback

www.arizonaeconomy.com
(Click on Subscribe to MMQ)

125
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FINANCE ADVISORY 
COMMITTEE

CASH FLOW UPDATE

JANUARY 21, 2016

OFFICE OF THE STATE 
TREASURER

THE HONORABLE JEFF DEWIT

STATE CASH FLOW

TOTAL OPERATING ACCOUNT AVERAGE MONTHLY BALANCE

Up 10% in First 6 Months YOY
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STATE CASH FLOW

State Operating Balance FY 2007 - FY 2016 YTD

STATE CASH FLOW

YTD FY 2016 Cash Flow vs. Last Two Fiscal Years
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Average Hourly Earnings – Private Sector
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Initial Claims for Unemployment Insurance
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State Sales Tax Collections – Retail Category
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time category shift. 
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State Sales Tax Collections – Contracting Category

$0

$25

$50

$75

$100

Ju
ly

 0
6

Ja
n 

07

Ju
ly

 0
7

Ja
n 

08

Ju
ly

 0
8

Ja
n 

09

Ju
ly

 0
9

Ja
n 

10

Ju
ly

 1
0

Ja
n 

11

Ju
ly

 1
1

 Ja
n 

12

Ju
l 1

2

Ja
n 

13

Ju
l 1

3

Ja
n 

14

Ju
l 1

4

Ja
n 

15

Ju
l 1

5

$ 
in

 M
ill

io
ns

Excludes temporary 1 ¢ sales tax

$37.2 million
(November 2015)

-50%
-40%
-30%
-20%
-10%

0%
10%
20%
30%
40%

Ju
ly

 0
6

Ja
n 

07

Ju
ly

 0
7

Ja
n 

08

Ju
ly

 0
8

Ja
n 

09

Ju
ly

 0
9

Ja
n 

10

Ju
ly

 1
0

Ja
n 

11

Ju
ly

 1
1

 Ja
n 

12

Ju
l 1

2

Ja
n 

13

Ju
l 1

3

Ja
n 

14

Ju
l 1

4

Ja
n 

15

Ju
l 1

5Ye
ar

 O
ve

r Y
ea

r G
ro

w
th

 (%
)

(9.3)% Y/Y Growth
(November 2015)

6



Residential Building Permits
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Economic Activity Index

140

150

160

170

180

190

200

210

220

230

240

Ja
n 

01

Ju
l 0

1

Ja
n 

02

Ju
l 0

2

Ja
n 

03

Ju
l 0

3

Ja
n 

04

Ju
l 0

4

Ja
n 

05

Ju
l 0

5

Ja
n 

06

Ju
l 0

6

Ja
n 

07

Ju
l 0

7

Ja
n 

08

Ju
l 0

8

Ja
n 

09

Ju
l 0

9

Ja
n 

10

Ju
l 1

0

Ja
n 

11

Ju
l 1

1

Ja
n 

12

Ju
l 1

2

Ja
n 

13

Ju
l 1

3

Ja
n 

14

Ju
l 1

4

Ja
n 

15

Ju
l 1

5

Co
in

ci
de

nt
 In

de
x V

al
ue

221.5 Index Value
(November 2015)

Source: Coincident Index – Federal Reserve Bank of Philadelphia.  Combines four state-level indicators 
(employment, average hours worked in manufacturing, the unemployment rate, and wage and salary 
disbursements) to summarize current economic conditions. JLBC









































JLBC FINANCE ADVISORY COMMITTEE (FAC) MEMBERS 
 

Dan Anderson has served as Assistant Executive Director for Institutional Analysis for Arizona 
Board of Regents since July 2002.  From 1975 through June 2002, Mr. Anderson held various 
positions at the Arizona Department of Economic Security, with most of his time as Research 
Administrator.  He has been a member of the FAC since its inception. 
 
Brian Cary is Manager of Forecasting, Research and Economic Development for Salt River 
Project (SRP).  Prior to joining SRP in September 2007, he served as Principal Economist on the 
JLBC staff for 4 years.  Mr. Cary has been producing forecasts and analysis for more than 25 
years, mostly focused on the energy and financial sectors.  He joined the FAC in 1989. 
 
State Treasurer Jeff DeWit serves as the Arizona’s Chief Banker and Investment Officer 
overseeing more than $9.7 billion in state assets.  The Treasurer also serves as the Chairman of 
Arizona’s State Board of Investment, and State Loan Commission. He also serves as the State’s 
Surveyor General and is a member of the State Land Selection Board.  Since the FAC’s inception, 
the sitting State Treasurer has been a panelist. 
 
George W. Hammond is Director and Research Professor of the Economic and Business 
Research Center in the Eller College of Management at the University of Arizona.  Dr. Hammond 
brings 17 years of experience in state and local econometric forecasting and regional economic 
analysis to the Center.  He has completed over 50 regional economic studies on topics that 
include economic and workforce development, energy forecasting, and the impact of higher 
education on human capital accumulation.   
 
John C. Lucking is President of ECON-LINC, an economic consulting firm.  Dr. Lucking also serves 
as a director for Sanu Resources Ltd., an international mineral exploration company, and as a 
trustee for several municipal bond mutual funds.  Previously, he served as Chief Economist for 
Bank One Arizona and as the Executive Director of the Governor’s Partnership for Economic 
Development (GSPED).  Dr. Lucking has been a member of the FAC since 1987. 
 
Georganna Meyer retired as Chief Economist for the Arizona Department of Revenue in 2014.  
She is currently working with The Maguire Company.  Georganna has been a member of the 
FAC since 1984. 
 
Lorenzo Romero is the Director of the Governor’s Office of Strategic Planning and Budgeting 
(OSPB).  The sitting OSPB Director is always a FAC panelist.   
 
Elliott D. Pollack is President of Elliott D. Pollack and Company in Scottsdale, Arizona, an 
economic and real estate consulting firm established in 1987.  Mr. Pollack served as Chief 
Economist of Valley National Bank in Arizona for 14 years prior to establishing his consulting 
firm and is currently a member of the Economic Estimates Commission.  He has been a member 
of the FAC since its inception. 
 



Jim Rounds is President of Rounds Consulting Group.  The firm specializes in economic 
development and tax policy research.  Previously, Mr. Rounds served as a Senior Economist and 
Senior Budget Analyst with the Arizona Joint Legislative Budget Committee, and as Senior Vice 
President at Elliott D. Pollack & Company. 
 
Martin Shultz is a Senior Policy Director in Brownstein Hyatt Farber Schreck’s Phoenix Office.  
Prior to joining Brownstein, Mr. Schultz was the Vice President of Government Affairs at 
Pinnacle West Capital Corporation and its subsidiaries.  Mr. Shultz has been a member of the 
FAC since 1984. 
 
Elaine Smith joined the Finance Advisory Committee in 2014.  Elaine is a Senior Economist in 
the Office of Economic Research and Analysis at the Arizona Department of Revenue.  She has 
been with the department for over 25 years. 
 
Randie Stein joined the Investment Banking firm Stone & Youngberg as a Vice President in the 
Public Finance Department in September 2004.  Ms. Stein has 10 years of experience as a fiscal 
advisor and Finance Committee analyst in the State Senate and as an economist/budget analyst 
with the Joint Legislative Budget Committee, and is a former staff director of the School 
Facilities Board.  She has been a member of the FAC since 2005. 
 
Steve Taddie joined the Finance Advisory Committee in 2014.  Steve was a co-founder of Stellar 
Capital Management, a Phoenix based investment management firm, and has been its 
Managing Partner since 2000.  He has 30 years of investment experience, has focused on 
applied economics in the financial markets for the last 15 years, and is a panelist for the NABE 
Outlook and the Arizona Blue Chip Economic forecasts. 
 
Doug Walls is the Research Administrator for the Office of Employment and Population 
Statistics at the Arizona Department of Administration. 
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