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Office of Economic and Financial Analysis
King Street Center, 3rd Floor
201 South Jackson Street
Seattle, WA 98104


August 23, 2024

The Honorable Dow Constantine 
Chair, King County Forecast Council
Room 800
CHINOOK BUILDING

Dear Chair Constantine:

Please find attached the proposed King County Economic and Revenue Forecast for August 2024. We have updated the July 2024 forecast based on the most currently available information and submit this updated forecast for the consideration of the Forecast Council.

With only a month gone by since our last update, the economic factors impacting the August forecast are much the same as the tug-of-war between inflation and interest rates continues. 
Since July 2023, the Federal Reserve has maintained the federal funds interest rate at a consistent 5.50%. We still expect a gradual decrease in interest rates over the coming years, with the possibility of the Fed lowering rates later this year. Decisions by the Fed will be guided by short-term inflation trends and the state of the labor market. The national unemployment rate increased to 4.3% in July, ticking up 0.2% from the previous month, while the Washington state unemployment rate held steady at 4.9% in July, ticking up 0.8% from January. County employment has grown weakly in 2024 with notable drops in the Information and the Professional Services sectors.  The latest baseline national economic growth forecasts remain consistent with those from July. The 2024 second quarter real GDP year over year growth was 3.1%, which compensates for the weaker 1.4% growth in the first quarter. County economic conditions for the remainder of 2024 are likely to include slower growth in employment, lower taxable sales, less commercial construction, and higher prices.

There are only a few significant revisions in this forecast, and they are negative for most revenues. The key revenue forecast we’d like to highlight is near-term taxable sales. Taxable sales have languished for months due to weak receipts from several sectors: construction, retail, finance, manufacturing, and information technology. It was hoped soft demand in the retail and construction sectors would strengthen over the summer, but we have received two more months of weak taxable sales reports since the July Forecast which did not indicate increasing demand. Therefore, we have a downward revision to our taxable sales and sales tax forecasts with 2024 taxable sales being negative by 1.5%. This is noteworthy because negative “growth” in sales tax is typically uncommon and experienced only during a recession, which by traditional measures the County is not experiencing. Besides sales taxes, there are four other consumption driven revenue streams with lower projections in August. The hotel sales tax, rental car, E-911 and gambling taxes have all been coming in weaker than anticipated in 2024 so these forecasts are down compared to last projections, but this only minimally impacts the County general fund. 
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The annual growth rate for 2025 total assessed value remains at 5.4%, the same as July. Revisions were made in the August forecast to modify the growth rates of certain types of properties that make up total assessed value (e.g. residential, commercial, condos.) These modifications were based on discussions with County assessor staff and analyzing the database of processed areas to determine growth by property types. The results continue to support strong residential annual growth rate valuations posted by the King County Assessor with increases ranging from 10-18% depending on sub-area. The 2025 assessed value for major office buildings are anticipated to decline overall by 4% but some commercial properties like office buildings in the downtown corridors of Seattle and Bellevue have declined by more than 30% from last year. Note, that these office buildings only make up 5% of total countywide assessed value. Overall, 2025 total assessed value for all property types is anticipated to have minimal change from the last forecast with year over year by 5.4%, countywide, and 7% for the unincorporated area. Note, there is an overall reduction in property taxes for 2025 and beyond but that is due to changes in the timing of the UTGO bond allotments during the OEFA forecast horizon.

We appreciate the opportunity to submit this updated forecast to the Forecast Council and look forward to further discussion at our briefings and at the Forecast Council Meeting on August 28th. Please contact me with any questions or concerns (206) 263-6925.


Sincerely,


Lizbeth Martin-Mahar
Chief Economist, Office of Economic and Financial Analysis 
Enclosures
cc:   King County Forecast Council Members
ATTN: 	Erin House, Chief of Staff (CM Mosqueda) 
Rhonda Lewis, Chief of Staff (CM Zahilay) 
Melani Hay, Clerk of the Council
Aaron Rubardt, Deputy Director, PSB
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