Forecast Council Briefing (August 2024)
August 2024 King County Economic and Revenue Forecast 
Office of Economic and Financial Analysis (OEFA)

Objective: Provide outline and key highlights around the August 2024 economic and revenue forecast update. 
Overview Table
Key Statistics Driving the August 2024 Forecast from Last Forecast (July 2024)

	Key Statistic
	Period
	YOY Growth / 
Chg. from Last Forecast

	  US Real GDP
	Q2:2024
	3.1%
	↑

	  Inflation (US): Average CPI-U
	Q2:2024
	3.2%
	↔

	  Inflation (Seattle): Average CPI-U
	Q2:2024
	4.1%
	↔

	  Unemployment rate (King) - NSA
	Q2:2024
	34%                      avg rate = 4.4%
	↑

	  KC Taxable Sales ($ billions) 
	Thru June:2024
	-1.4%
	↓

	  Interest Rates: 30-year mortgage int. rate
	Q2:2024
	7.6%                     avg rate = 6.99%
	↑

	  KC Housing Permits (Number)
	Q2:2024
	-18.9%
	↓

	  KC Housing Permits (Value)
	Q2:2024
	-10.3%
	↓

	  Seattle Home Prices - Case Schiller index
	May:2024
	7.1%
	↑

	  Countywide Assessed Value ($ billions)
	2025
	5.4%
	↔

	  KC New Construction (countywide) ($ billions)
	2025
	$10.09B
	↔

	  Unincorporated KC New Construction ($ billions)
	2025
	$510.3M
	↔



· All forecasts are provided at the 65% confidence level, which makes them conservative.
· Our annexation assumptions are unchanged from our previous forecast.  
· This August forecast has minor revisions for most revenue sources but the major driver in this forecast is that taxable sales and sales/consumption related taxes like hotel and rental car and gambling taxes are projected down from last forecast.

Economic changes
National
· US economy grew year over year 3.1% in Q2 2024, which was better than the weaker 2.9% growth seen in the first quarter and better than expectation for this quarter. 
· US and Seattle inflation rates are essentially unchanged from the last forecast at 3.2% and 4.1% respectively in Q2 2024. The Federal Reserve is anticipated to lower interest rates slowly beginning either in September or the last quarter of 2024. 
· In recent months, the US labor market has seen increases in the unemployment rate with an average rate of 4.1% in the second quarter and in July it increased to 4.3%, which was 16.4% increase from a year ago. 

Washington and King County
· Employment in King County for the first 6 months of 2024 has averaged 1.49 million which is nearly identical at 0.16% growth from the first 6 months a year ago.
· Seattle home prices continue to show strong growth in 2024, 6.8% year-over-year average growth in the Case Shiller Seattle home price index during the first 5 months. 
· Residential and multi-family building permits were up by 4.6% in the first quarter of 2024 from prior year and in addition the value of those permits had grown 30% during the same period. The second quarter 2024 did not show those same signs of year over year growth.  Second quarter building permits are down from last year by 19% and the value of permits are down 10% but overall, for both quarters combined the number of units is down 6.6% while the total construction cost was up 8% from last year.
· Taxable sales are still coming in below 2023 levels, -1.4%, during the first 6 months of 2024. One area of concern is construction sector taxable sales has been below 2022 and 2023 levels every month since July 2023. By June 2024, the construction sector was still down 8.5% below last year’s average for the first 6 months. Other sectors are down during the first 6 months of 2024 as well like the information sector, -13% below last year, manufacturing down -4% and finance and insurance down -6%.

Impacts to Revenue Forecast
Assessed Value
· 2024 assessment for 2025
· Overall, countywide assessed value is still anticipated to grow by 5.4% in 2025 over last year which is the same as the July forecast. The August update had modifications to the annual growth rates of different types of properties.
· Residential assessments likely to be up more than previously expected. 12% growth from the prior year and up 2% from the last forecast.
· Housing prices are up year over year in 2024 and the three-year average growth used by the Assessor still has strong growth in assessed value in 2022 that positives impact growth rates for 2025.
· Commercial assessments overall are expected to be down 4% from last year countywide and this represents a revision downward from the July forecast by 4%. Certain commercial properties are down significantly.  The major office sub-sector is down ~30% in downtown corridors of Seattle and Eastside cities like Bellevue.  Please note that commercial office buildings only make up a small part, 5%, of the entire countywide assessed value. 
· Condo assessments are also expected to be soft in 2025, with -6% annual growth and this is slightly lower than the last forecast.
· 2025 unincorporated AV is projected to grow by 7% over last year and is up from the July projections. 
· These August revisions are the results of discussion with County Assessor’s staff and analysis of the County Assessor’s meta data for 2025 showing the year over year growth by property type. 

New Construction
· Local new construction in 2025 is essentially unchanged from the July projections. It is anticipated to be $10 billion, down from 2024 by 12%.
· Recent monthly construction taxable sales have been declining from last year each month since July 2023. The taxable sales in the construction industry for August – May 2024 are used to estimate the 2025 new construction estimate.
· The value of building permits (single and multi-family) has improved during the first 6 months of 2024 at 8% growth over the first half of 2023.
· There are minor revisions downward for new construction in the long-term due to modifications in the outlook of the economic variables.
· Unincorporated KC new construction in 2025 is expected to be $510 million, 7% annual growth and this projection has not changed in this August forecast.  

Property Taxes
Very small downward changes, less than 1% for most years, for most levies due to the reduction in long-term outlook for countywide new construction.   

Sales Taxes
· Recent monthly 2024 taxable sales came lower than anticipated therefore overall taxable sales are down to -1.5% annual change. This is a 1.8% revision downward.
· Growth in taxable sales for 2025 is projected at 4%, down 1% from last projection.
· Local sales taxes are revised down beginning at 1.7% in 2024 and similar sales tax revisions downward continue throughout the end of the forecast horizon. 
Other
· Hotel tax receipts came in lower than expected in the five months of 2024, therefore the forecast was revised slightly downward by $0.3 million or 0.9% in 2024. The August forecast for 2025 lowers the growth rate to just under 5% to reflect lower expectations.   
· In 2024, hotel sales tax established in HB 2015 has been exceeding its projections and thus the forecast is increased by between 2% and 5% from the last in the near-term.
· Rental car taxes are down slightly over the last projections, reflecting weaker actuals.
· Gambling tax and E-911 revenues have been slow in 2024 compared to last year. Therefore, those tax projections were revised downward to negative growth rates for 2024 of -11.8% and 4% respectively. The long-term projections have been lowered as well to better reflect more modest growth in the future.
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