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State Revenues Below November Forecast for November-December 2016

Minnesota’s net general fund receipts totaled $3.701
billion during the months of November and December
2016, or $29 million (0.8 percent) less than projected

in the November 2016 Budget and Economic Forecast.

Lower than expected individual and corporate income
taxes offset sales and other tax receipts that were
ahead of forecast. The negative variance for the period
was primarily generated in December, as November
receipts fell only slightly below forecast.

Net individual income tax receipts during the last two
months of 2016 were $33 million (1.9 percent) less
than forecast. Lower than expected gross tax receipts
and larger than forecast refunds generated the negative
variance. (See page 3 for details.)

Estimated tax payments were $15 million below the

forecast. Even though tax payments are not due until
January 15, many taxpayers make early payments on
or before December 31 so they can deduct them from

their federal tax returns for the tax year that just ended.

Therefore, combining estimated tax receipts for
December and January provides a more accurate
picture of fourth quarter payments than December
alone.

Withholding payments were $18 million less than
forecast. Forecasting growth in withholding payments
at the end of last year was complicated by a difference
in the number of paydays in the last quarter of 2016

compared to the same period a year ago. In accounting
for that difference, we now believe we forecasted
withholding growth for that quarter that is too high
relative to our estimate for wage and salary income
growth. We will review the withholding forecast as
part of the February 2017 Budget and Economic
Forecast.

Net sales tax receipts were $4 million (0.4 percent)
ahead of the forecast. Smaller than expected refunds
more than offset gross sales tax receipts that were
below forecast.

Net corporate tax receipts were $4 million (1.5
percent) below the forecast. Lower than expected
corporate tax refunds partially offset gross corporate
payments that were below the forecast.

U.S. Economic Outlook Improved

The outlook for U.S. economic growth has improved
since Minnesota’s Budget and Economic Forecast was
prepared in November 2016. The Bureau of Economic
Analysis (BEA) now estimates that real GDP grew at
an annual rate of 3.5 percent in the third quarter of
2016, up from 1.4 percent growth in the second
quarter. IHS Markit (IHS) Minnesota’s
macroeconomic consultant, expects an increase in U.S.
economic growth from 1.6 percent in 2016 to 2.3

Summary of Revenues: November-December, 2016

($ in millions) November 2016
Forecast Actual $ Difference % Difference
Individual Income Tax $1,781 $1,748 $(33) (1.9%
General Sales Tax 873 877 4 0.4
Corporate Franchise Tax 240 237 (©)) (1.5)
Other Revenues 835 839 4 0.5
Total Revenues! $3,730 $3,701 $(29) (0.8)%

1. Totals may not add due to rounding.
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percent in 2017, driven by continued, moderate
growth in real consumer spending and solid gains in
business spending on equipment and buildings. The
improvement is expected to continue with 2.6 percent
annual real GDP growth in 2018, before slowing to
2.3 percent in 2019. The November 2016 THS outlook
projected slightly weaker 2017 growth of 2.2 percent,
with growth holding steady at that rate through 2019.
The IHS January baseline forecast for 2017 growth is
the same as the Blue Chip Consensus, the median of
50 business and academic forecasts. The Blue Chip
Consensus expects 2.4 percent growth in 2018, slower
than THS’ 2.6 percent forecast for that year.

The December jobs report contributed evidence that
U.S. labor market is nearing full employment. U.S.
employers added 180,000 jobs per month in 2016.
Wage gains in December helped bring annual growth
in average hourly earnings to 2.9 percent, the
strongest of growth of the current expansion. The U.S.
unemployment rate rose from 4.6 percent on a
seasonally adjusted basis in November to 4.7 percent
in December. IHS now expects the unemployment
rate to fall to 4.3 percent in 2018 and further to 4.1
percent in 2019, after which it begins to drift upward.

As was widely expected—including by IHS—the
Federal Open Market Committee raised the federal
funds rate target by 0.25 percent in mid-December.
IHS expects the Fed to raise the interest rate target
three more times this year, ending the year at 1.50
percent and reaching 3.00 percent by the end of 2019.

January 2017

In their November outlook, IHS had expected a
slightly lower target for 2019 of 2.75 percent.

U.S. policy uncertainty remains a risk to the forecast.
Since the U.S. election, consumer and business
confidence have improved, and stock market indexes
have risen. Business optimism may arise from
expectations that the incoming administration and
Congress will reduce taxes, increase infrastructure
spending, make some regulations more flexible, and
make it easier to repatriate profits. However, which
policies will be enacted and their impact on the
economy are still unclear.

Since November, IHS has not changed the
probabilities they assign to the baseline and
alternative scenarios, but the scenarios themselves
have changed. They continue to assign a 65 percent
probability to the baseline, 20 percent to a more
pessimistic scenario, and 15 percent to an optimistic
scenario. The pessimistic scenario now calls for a
recession during the first half of 2018, when rhetoric
about U.S. tariffs strains trade relations with Mexico
and China, and the uncertain trade environment and
political turmoil worsen global economic conditions.
In the optimistic scenario, lower corporate taxes and
weaker regulations encourage business investment,
which combine with new technologies to boost
productivity growth.
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Comparison of Actual and Forecast Non-Dedicated Revenues

Individual Income Tax
Withholding
Declarations
Miscellaneous
Gross
Refund
Net

Corporate Franchise Tax
Declarations
Miscellaneous
Gross
Refund
Net

General Sales and Use Tax
Gross
Mpls. sales tax transferred to MSFA
Sales Tax Gross
Refunds (including Indian refunds)
Net

Other Revenues:
Net Estate
Net Liquor/Wine/Beer
Net Cigarette/Tobacco
Deed and Mortgage
Net Insurance Premiums Taxes
Net Lawful Gambling
Health Care Surcharge
Other Taxes
Statewide Property Tax
DHS SOS Collections
Investment Income
Tobacco Settlement
Dept. Earnings & MSOP Recov.
Fines and Surcharges
Lottery Revenues
Revenues yet to be allocated
Residual Revenues
County Nursing Home, Pub Hosp IGT

Other Subtotal
Other Refunds
Other Net

Total Gross
Total Refunds
Total Net

($ in thousands)

Fiscal Year-to-Date 2017

January 2017

November-December 2016

FORECAST ACTUAL VARIANCE FORECAST ACTUAL VARIANCE
REVENUES REVENUES ACT-FCST REVENUES REVENUES ACT-FCST
4,093,592 4,075,912 (17,680) 1,477,500 1,459,820 (17,680)
786,700 771,345 (15,354) 315,333 299,979 (15,354)
278,415 289,886 11,471 60,025 71,496 11,471
5,158,707 5,137,143 (21,564) 1,852,858 1,831,294 (21,564)
167,110 178,567 11,457 71,511 82,968 11,457
4,991,597 4,958,576 (33,021) 1,781,347 1,748,326 (33,021)
570,955 565,329 (5,626) 237,027 231,402 (5,626)
126,953 126,287 (666) 42,828 42,162 (666)
697,908 691,616 (6,292) 279,856 273,564 (6,292)
69,016 66,387 (2,629) 39,489 36,860 (2,629)
628,892 625,229 (3,663) 240,367 236,704 (3,663)
2,658,348 2,653,713 (4,635) 911,726 907,091 (4,635)
913 913 (0) 241 240 (0)
2,659,261 2,654,626 (4,635) 911,966 907,331 (4,635)
87,079 78,903 (8,176) 38,876 30,700 (8,176)
2,572,182 2,577,323 3,541 873,090 876,631 3,541
72,216 52,413 (19,803) 35,246 15,443 (19,803)
39,298 38,783 (515) 14,987 14,472 (515)
291,495 289,261 (2,235) 123,210 120,975 (2,235)
118,031 119,896 1,864 41,639 43,503 1,864
174,883 173,527 (1,355) 85,806 84,451 (1,355)
22,671 24,937 2,267 7,473 9,740 2,267
96,750 93,957 (2,793) 51,685 48,892 (2,793)
342 378 36 - 135 36
386,385 382,073 (4,312) 192,458 188,146 (4,312)
31,455 45,359 13,904 8,988 22,892 13,904
11,217 13,812 2,595 2,594 5,189 2,595
160,252 158,453 (1,799) 160,152 158,353 (1,799)
101,370 103,308 1,938 45,155 47,093 1,938
26,653 34,277 7,624 16,008 23,632 7,624
22,138 17,735 (4,402) 12,351 7,949 (4,402)
280 239 (41) e (41) (41)
53,955 64,152 10,197 37,976 48,173 10,197
2,972 2,830 (142) 1,274 1,132 (142)
1,612,361 1,615,390 3,028 837,100 840,128 3,028
3,425 2,613 (812) 2,075 1,264 (812)
1,608,937 1,612,777 3,840 835,025 838,865 3,840
10,128,237 10,098,774 (29,463) 3,881,780 3,852,318 (29,463)
326,629 326,470 (159) 151,951 151,792 (159)
9,801,608 9,772,305 (29,303) 3,729,829 3,700,525 (29,303)





