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Honorable Members of the Baltimore County Council

Ladies and Gentlemen:

I hereby submit the Baltimore County Fiscal Digest of General Fund Revenues and the Economy as of March 30, 2014. This report
summarizes current economic conditions affecting the County and updates the FY 2014 and 2015 General Fund revenue estimates that
were provided in the FY 2015 Spending Affordability Committee Report.

Over the last two months, projections for FY 2014 General Fund revenues decreased by $17.8 million. This change was due mostly to
a reduction in the income tax forecast, based on a lower-than-expected fourth quarter income tax distribution that was received in late
February. Officials in the State Comptroller’s Office attribute the drop to a combination of a weak labor market, stagnant wage
growth, and the federal government’s budget issues that turned from sequestration to shutdown in October. The next income tax
distribution, which will be received in late May, is also expected to be modest due to the economic drag of the harsh winter; therefore,
a reduction in our growth projection is warranted. Our forecast for property-related transaction taxes is also reduced. Revenue from
recordation taxes, and to a lesser extent transfer taxes, slowed over the past few months, likely due in part to the winter weather.
While real estate activity is expected to increase in the spring, the growth will not be sufficient to reach the previous forecast.

Despite the forecast reduction, FY 2014 General Fund revenues remain favorable, The estimated total of $1,741.5 million reflects an
increase of $39.7 million, or 2.3%, over FY 2013 collections and $56.5 million, or 3.4%, over FY 2014 budgeted revenues. This addi-
tional revenue should allow the County to meet its FY 2014 budget with current year revenues without drawing on surplus funds. By
June 30, 2014, the Unassigned General Fund Balance (Surplus) is projected to be $266.2 million, an increase of $56.3 million over the
audited June 30, 2013 balance of $209.9 million, not including an additional $85.0 million in the Revenue Stabilization Reserve Ac-
count (Rainy Day account).

FY 2015 General Fund revenues are projected to total $1,741.5 million, flat compared to the revised FY 2014 estimate. However, the
flat projection for FY 2015 is somewhat misleading. Income tax revenue is projected to fall, but only due to what are thought to be one
-time revenues in FY 2014 related to capital gains, Baseline income tax growth is expected to continue, albeit modestly, as the econ-
omy continues its slow recovery. Property tax and property-related transaction taxes are both projected to increase slightly, indicative
of the real estate market’s tepid recovery.

The 2014 General Assembly session, from the local government perspective, was largely uneventful. State Aid to the County in FY
2015 will increase slightly, but most of the reductions implemented in recent years continue. One significant and relatively unex-
pected piece of fiscal legislation that did pass was a provision in the FY 2014 Supplemental Budget that provided the County with
approximately $1.2 million in assistance for pothole repairs necessitated by this past winter. The County is also anticipating some
federal assistance related to snow removal costs. While the additional State and federal funds are beneficial, they represent only a
portion of the County’s costs related to the winter weather. Neither the State nor the federal funds are included in any of our revenue
estimates as it is not known where they will be assigned.

The opinions about the local economy expressed at the April meeting of the Baltimore County Economic Advisory Committee are
similar to what the County is seeing in its revenues: constrained growth. For example, the real estate market is showing signs of life,
‘but a strong recovery is constrained by the high number of distressed properties available. The labor market is improving, but the
mismatch in the skills of the unemployed versus the skills in demand by employers limits further reductions in the unemployment
rate. The economy seems poised for stronger growth, but various impediments to growth persist.

We will continue to monitor economic activity and revenue collections, as well as developments with the State and federal govern-
ments. Our next update will include revised revenue projections for FY 2014 and FY 2015 and will coincide with our office’s budget
overview presentation to the Council, scheduled for April 29, 2014.

Respectfully submitted,

‘iw(\f\-gmluw

Lauren M. Smelkinson, CPA
County Auditor

cc:  Baltimore County Spending Affordability Committee; Baltimore County Economic Advisory Committee

i
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Baltimore County Fiscal Digest: General Fund Revenues & The Econ

omy March 30, 2014

REVENUE HIGHLIGHTS

Unassigned General Fund Balance (Surplus) as of June
30, 2013 totaled $209.9 million, or 12.2% of the FY 2014
General Fund budget. This amount does not include
$39.5 million that was assigned as a source of funding for
the FY 2014 budget. In addition to the Surplus balance,
the Revenue Stabilization Reserve Account (Rainy Day
account) balance totaled $85.0 million as of June 30, 2013.
The Surplus balance and Rainy Day amounts together
total $294.9 million, or 17.1% of the FY 2014 General Fund
budget.

FY 2014 General Fund revenues through early March
totaled $1,359.3 million, approximately $25.7 million, or
1.9%, above collections over the same approximate 8-
month period the prior year. This increase is due to a year
-to-date gain in income tax revenue of $30.2 million,
which primarily reflects the collection of a reconciling
distribution in November that was $29.1 million higher
than in the previous year. The increase in income tax
revenue more than offsets the only other significant year-
to-date change, a $3.5 million drop in property-related
transaction tax (i.e., recordation and title transfer tax)
revenues.

FY 2014 General Fund revenues for the entire year are
expected to total $1,741.5 million, up approximately $39.7
million, or 2.3%, from FY 2013 revenue totals. This pro-
jection represents an over-attainment of $56.5 million, or
3.4%, above FY 2014 budgeted revenues. The projected
2.3% revenue increase in FY 2014 primarily reflects the
previously mentioned reconciling income tax distribution
received in November. While a large portion of the
growth in income tax revenue is likely one time, a signifi-
cant component is likely ongoing, a result of the economic
recovery. Property tax revenues in FY 2014 are expected

to be flat due to falling assessments offset by capturing
revenue growth deferred by the Homestead Tax Credit.
Property-related transaction tax collections are expected
to decline slightly due in part to sluggish home sales dur-
ing the particularly difficult winter season as well as re-
duced refinancing activity resulting from higher mort-
gage interest rates. The State aid reductions implemented
in recent years are generally continuing in FY 2014; how-
ever, $3.6 million in police aid was restored.

FY 2015 General Fund revenues are projected to be
$1,741.5 million, or flat compared to the revised FY 2014
revenue estimate, and $56.5 million, or 3.4%, over budg-
eted FY 2014 revenues. The flat projection for FY 2015
General Fund revenues is due to an anticipated decrease
in income tax revenue combined with slight increases in
property tax and property-related transaction tax reve-
nues. Income tax revenue in FY 2015, while expected to
drop from current-year amounts due to the unlikelihood
that such a high November distribution will recur, is fore-
cast to be 3.0% greater than FY 2013 actual collections due
to the continued economic recovery. Property tax reve-
nues are expected to increase slightly due to the afore-
mentioned positive effects of the Homestead Property
Tax Credit, and the State’s recent reassessment of the
County’s central region that grew, albeit modestly. This
reassessment is the first to reflect positive growth in four
years. Property-related transaction tax revenues are ex-
pected to show modest gains from small but steady
growth in both sales volume and prices. The State aid
reductions implemented in recent years are generally ex-
pected to continue in FY 2015; however, the General Fund
will continue to receive the $3.6 million in police aid re-
stored last year.

Baltimore County Revenues
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March 30, 2014

REVENUE FORECAST & ECONOMIC OUTLOOK

FY 2014 General Fund reve-
nue growth represents a
continued rebound from the
pronounced decline in FY
2010 resulting primarily
from gains in income tax
revenues. FY 2015 revenues
are expected to be on par
with FY 2014 revenues, with
modest growth in property
and property-related trans-
action tax revenues.

($ Millions) Actual FY12-13 Est. FY13-14 Est. FY14-15
Revenue Source FY 2013 Change FY 2014 Change FY 2015 Change
Property Taxes $ 853.9 1.0% $ 854.0 0.0% $ 869.0 1.8%
Income Tax 624.1 5.2% 662.0 6.1% 643.0 -2.9%
Sales & Senvice Taxes 44.5 2.8% 44.5 0.0% 445 0.0%
Recordation Tax 30.6 50.0% 27.0 -11.8% 28.0 3.7%
Title Transfer Tax 53.0 21.8% 54.0 1.9% 56.0 3.7%
Intergovernmental 377 19.7% 422 11.9% 43.0 1.9%
All Other 58.0 9.6% 57.8 -0.3% 58.0 0.3%
Total Revenue $1,701.8 4.4% $1,741.5 2.3% $1,741.5 0.0%

The Baltimore County Economic Advisory Committee (BCEAC) expressed a lack of
enthusiasm with respect to the local economy at its April 2014 meeting, noting that
while many sectors are showing some growth, the recovery process remains slow.
The Committee observed that the local residential and commercial real estate markets
continue to show signs of improvement and that some industries are looking to hire.
On the other hand, it was noted that layoffs, which had been slowing down in the last
few months of 2013, have picked up again in 2014, and that the harsh winter weather
led to reduced foot traffic for local retailers. Looking forward, the Committee ex-
pressed mixed sentiments and modest growth expectations in its outlook for the re-
mainder of 2014. Members’ near-term outlook reflects the following factors:

* Recent retail reports indicate that consumers are showing an increased willing-
ness to spend. Nationally, consumers’ discretionary spending, which is spending
on things consumers want rather than things they need such as housing or food,
increased 21.4% from March 2013 to March 2014. Consumer confidence is critical to
the economy because the consumer accounts for approximately two-thirds of total
economic activity. The Committee’s retail representative reported that while over-
all unit sales were down through the winter, sales of luxury items such as watches
and diamonds were up. He also noted that younger consumers are less interested
in acquiring luxury goods than older consumers, a trend that is necessitating a shift
in marketing strategy.

e The County’s unemployment rate remains higher than the State average, but has
fallen below the national average. The Committee’s employment representative
noted that companies are once again converting temporary workers to full-time em-
ployees, which is a positive sign. In addition, it was noted that the County is seeing
some job growth in the healthcare, distribution, and software industries. However,
the Committee observed that some companies that are looking to hire are having
difficulty finding the skill sets they need.

e Local residential real estate prices are slowly rising, though the Committee’s resi-
dential real estate representative reported that the large number of distressed
properties on the market continues to hinder the overall recovery. It was noted
that while the characteristics of market activity are very different around the
County, overall home sales in 2014:Q1 were level with 2013:Q1 sales, which is con-
sidered a positive performance considering the harsh winter weather. The number
of pending sales in March 2014 was significantly ahead of March 2013 totals, and
there is general optimism that the spring selling season will be strong. Due to the
increased number of residential real estate transactions in the region, County prop-
erty-related transaction tax revenues grew significantly in FY 2013. These revenues
are expected to decline slightly in FY 2014, followed by a modest increase in FY
2015.
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In 2013:Q4, the U.S. econ-
omy grew at an annualized
rate of 2.6%.

After growing by 1.9% in
2013, real GDP growth is
projected to accelerate to
2.8% in 2014, followed by an
increase of 3.1% in 2015.

Real consumer spending
grew at an annualized rate
of 3.3% in 2013:Q4.

Consumer confidence re-
bounded in March follow-
ing a moderate decrease in
February.

NATIONAL ECONOMIC INDICATORS

Real U.S. Gross Domestic Product (GDP) in 2013:Q4 increased at an annual-
ized rate of 2.6%. While 2013:Q4’s performance is a deceleration from the
2013:Q3 increase of 4.1%, it represents the continuation of moderate growth
seen in the economic recovery. The major factors contributing to the accelera-
tion in 2013:Q4 were increases in private domestic equipment investment,
which increased 10.9%, and a continually shrinking trade deficit as exports
increased 9.5%. Despite a recently reached federal budget agreement, the ef-
fects of the federal sequestration continue to damper the pace of overall eco-
nomic recovery. 2013:Q4’s federal spending decrease of 12.8% was the fifth
consecutive quarterly decrease and was substantially more severe than the
quarterly decreases in 2013:Q3 and 2013:Q2 of 1.5% and 1.6%, respectively.
For all of 2013, real GDP grew by 1.9%, a deceleration from the 2.8% growth
experienced in 2012 but exceeding the 10-year average growth of 1.8%. The
February 2014 release of the Federal Reserve Bank of Philadelphia’s Survey of
Professional Forecasters projects real GDP growth of 2.8% for all of 2014, fol-
lowed by an acceleration of the estimate for growth in 2015 to 3.1%. The Sur-
vey of Professional Forecasters projects GDP growth to remain around 3.0% for
the foreseeable future; while significantly below growth rates of 4.0% in the
late 1900’s, 3.0% may signal the “new normal” of expected positive economic
growth.

Real consumer spending, which accounts for roughly two-thirds of all U.S.
economic activity, continues to show positive growth, increasing 2.0% for all
of 2013, the fourth consecutive yearly increase following two consecutive de-
creases. Consumer spending accelerated during 2013:Q4, increasing at an an-
nualized rate of 3.3% following an increase of 2.0% in 2013:Q3. From 2013:Q3
to 2013:Q4, consumer spending on services saw the strongest increase, acceler-
ating from 0.7% to 3.5%. Over the same period, growth in consumer spending
on durable goods decelerated from 7.9% to 2.8%, while consumer spending on
non-durable goods had an equal growth rate of 2.9%. The Survey of Profes-
sional Forecasters projects that consumer spending will increase by 2.6% for all
of 2014.

Consumer confidence, based on a survey of 5000 U.S. households by The
Conference Board (a well-known economic research organization), rebounded
in March following a moderate decrease in February, with an increase in the
“Expectations Index” compensating for a small decrease in the “Present Situa-
tion Index.” The Conference Board noted “while consumers were moderately
more upbeat about future job prospects and the overall economy, they were
less optimistic about income growth.” The Board further reported that for the
long-term, “consumers expect the economy to continue improving and believe
it may even pick up a little steam in the months ahead.”
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The Federal Reserve’s Fed-
eral Open Market Commit-
tee (FOMC) held interest
rate targets between 0% and
0.25% at its March 19, 2014
meeting.

The FOMC expects long-
term inflation to remain sta-
ble, and advises that “with
appropriate policy accom-
modation” moderate eco-
nomic growth is expected.
The FOMC believes that
federal fiscal policy is re-
straining growth, although
the extent of restraint is di-
minishing.

From February 2013 to Feb-
ruary 2014, consumer infla-
tion was 1.1%. Inflation is
forecast at 1.8% and 2.0% for
CY 2014 and CY 2015, re-
spectively.

Interest rate targets were maintained between 0% and 0.25% at the March 19,
2014 meeting of the Federal Reserve’s Federal Open Market Committee
(FOMC). The current interest rate target range, which has been in place since
the FOMC’s December 2008 meeting, is the lowest since the FOMC'’s 1954 in-
ception, and is expected to remain in place until unemployment falls below
6.5% or until long-term inflation exceeds 2.5%. The FOMC stated that eco-
nomic activity slowed during the winter months, partly due to weather condi-
tions, and noted that while labor market conditions, household spending, and
business investment have shown further improvement, the unemployment
rate remains elevated, and recovery in the housing sector remains slow. The
FOMC noted that fiscal policy continues to restrain economic growth, al-
though the extent to which it does so is diminishing. The FOMC advised that
“with appropriate policy accommodation, economic activity will expand at a
moderate pace and labor market conditions will continue to improve gradu-
ally....” Long-term inflation expectations remain stable, but short-term infla-
tion continues to be somewhat below the FOMC’s 2% objective and will be
monitored further. Beginning in April, the FOMC will further reduce its pace
of purchases of both agency mortgage-backed securities and Treasury securi-
ties by $5 billion per month each.

INTEREST RATE CHANGE FROM FEBRUARY 2013 TO FEBRUARY 2014
Basis Points*

90-Day Treasury Bills -5
10-Year Treasury Bonds 73
30-Year Conventional Mortgage 77

* A basis point is equal to .01 percentage point.

Short-term interest rates are likely to stay near 0%. Economic conditions such
as a persistently high unemployment rate, combined with a subdued inflation
outlook, will likely warrant exceptionally low levels for the federal funds rate
until employment or inflationary targets have been reached.

Inflation, as measured by the Consumer Price Index-All Urban Consumers
(CPI-U), was 1.1% over the February 2013 to February 2014 period. This mod-
est price growth is largely driven by increases in housing and medical care
services. Core inflation (which excludes food and energy inflation) was 1.6%
over the February 2013 to February 2014 period. For CY 2013 the CPI-U in-
creased by 1.5%, following an increase of 2.1% in CY 2012. The current year-
over-year inflation CPI-U forecast for CY 2014 is 1.8%, followed by 2.0% for
CY 2015, according to the Federal Reserve Bank of Philadelphia’s Survey of
Professional Forecasters, February 2014. The Survey projects that annual infla-
tion will average 2.3% over the 2014 to 2023 period, after an actual increase of
2.4% over the 2004 to 2013 period.
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LOCAL ECONOMIC PERSPECTIVE

County employment has
surpassed pre-recession lev-
els; however, year-over-year
employment has fallen in
three out of the last four
months.

The number of County jobs
decreased by 0.7% over the
2012:Q3 to 2013:Q13 period,
while County employer pay-
rolls fell 0.3%. Positive job
growth is anticipated for
2014.

The County’s January 2014
unemployment rate was
6.3%, higher than the State
unemployment rate but be-
low the national rate.

EMPLOYMENT

Employment, as measured by place of residence, was little changed in Janu-
ary 2014 compared to a year earlier in both Baltimore County and Maryland.
Over the January 2013 to January 2014 period, Baltimore County residential
employment decreased by 117 persons, remaining essentially flat, while
Maryland residential employment increased by 14,178 persons, or 0.5%.
Year-over-year employment in the County has fallen in three out of the last
four months, in part due to a loss of momentum resulting from the federal
government shutdown. While County resident employment has surpassed
pre-recession levels, additional employment growth is needed to support
the County’s economy and keep pace with population growth.

Jobs data (by place of work) show that from 2012:Q3 to 2013:Q3, the number
of jobs in Maryland increased by 0.6% and the number of jobs in Baltimore
County decreased by 0.7%, as Baltimore County employers shed approxi-
mately 2,476 positions. Payrolls fell 0.3% in Baltimore County and rose 1.0%
at the State level. Nationally, non-farm payrolls increased by approximately
2.4 million jobs, or 1.8%, from 2012:Q4 to 2013:Q4. The pace of job growth
has modestly increased in recent months, with the nation adding an average
of 198,300 jobs per month in 2013:Q4, up from an average of 172,000 jobs per
month in 2013:Q3. Sage Policy Group, Inc. (the Spending Affordability
Committee’s economic consultant) predicts job growth of 1.8% and 0.7% in
the County and Maryland, respectively, in CY 2014, with the State’s growth
expected to fall short of both the County’s growth and anticipated national
job growth of 1.4%. These forecasts exceed anticipated CY 2014 population
growth of 0.5% and 0.6% in the County and Maryland, respectively, which
is a positive sign for the regional economy.

The unemployment rate among County residents was 6.3% in January 2014,
down from 7.6% a year earlier, but above the current State rate of 6.1%. The
decreased unemployment rate for the County is attributable to a decline in
the labor force, which from January 2013 to January 2014 fell 6,341, signifi-
cantly more than the 117 residents who were removed from employment
rolls over that same time period. As of January 2014, the County had the
12th lowest unemployment rate among the 24 local jurisdictions in Mary-
land. Excluding Baltimore City, the January 2014 Towson MSA unemploy-
ment rate was 5.7%. Nationally, the seasonally adjusted unemployment rate
was 6.7% in February 2014, down from the February 2013 rate of 7.7%. At
the April BCEAC meeting, members noted that County employment is
holding steady, with some industries experiencing job growth while others
are still seeing layoffs. Members also reported that some companies that are
looking to hire are having difficulty finding the skill sets they need.

Baltimore County, MD & U.S. Unemployment Rates

Baltimore County Employment
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The Spending Affordability
Committee’s economic con-
sultant recently projected
that County personal in-
come growth was 2.16% in
FY 2013, will be 3.23% in FY
2014, and will be 4.96% in
FY 2015.

Over the last decade, per-
sonal income growth in the
County has lagged growth
at both the state and na-
tional levels.

The nation’s nominal house-
hold wealth grew by 13.8%
during CY 2013, and is at its
highest point ever.

The County’s Spending Af-
fordability Committee rec-
ommended a spending
growth limit of 3.87% for FY
2015.

PERSONAL INCOME

Sage Policy Group, Inc. (Sage), the Spending Affordability Committee’s eco-
nomic consultant, predicts in its January 2014 report that Baltimore County’s
personal income (PI) will increase by 3.23% in FY 2014. Further, Sage esti-
mates that the County’s PI grew 2.16% in FY 2013. These rates represent a
deceleration from the FY 2012 estimated growth rate of 4.31%. Maryland’s
PI is forecast to increase by 3.41% in FY 2014, an acceleration from its esti-
mated growth of 2.48% in FY 2013 and 18 basis points above the forecast for
the County. Longer term, PI growth in Baltimore County is expected to be
4.96% in FY 2015, which, while reflecting anticipated notable improvement,
remains significantly below the 6.61% growth achieved in FY 2007. PI in
Maryland is expected to grow by 5.05% in FY 2015.

Over the 2001 to 2011 period, PI in Maryland increased 54.6%, a faster pace
than both national PI growth of 46.8% and Baltimore County PI growth of
41.3%. The most recent quarterly reading for Maryland shows that PI in-
creased by 0.6% from 2013:Q2 to 2013:Q3, less than the national PI increase
of 1.0% over the same period. (County data are reported annually.) Nation-
ally, in 2013:Q4, wages and salaries comprised 50.6% of PI. Old-age/
disability/ health insurance benefits, which now make up 12.9% of PI, have
seen an increase of 4.1% since 2012:Q4. Meanwhile, unemployment benefits
have decreased 20.1% over the same time period and now represent 0.4% of
PI. The Federal Reserve reported that nominal household wealth increased
by 3.8% from 2013:Q3 to 2013:Q4, 13.8% during CY 2013, and is at its highest
point ever. A surge in the stock market and the continued housing recovery
were the primary contributors to the growth.

For FY 2015, the County’s Spending Affordability Committee recommended
a maximum spending growth rate of 3.87% based on a 5-year average of
Sage’s January 2014 estimates of annual County PI growth for FY 2011 to FY
2015. Sage’s January 2014 forecasts of annual County PI growth for FY 2015
and FY 2016 are 4.96% and 4.93%, respectively. Based solely on these fore-
casted rates and the estimated growth in prior years, the projected maximum
spending growth recommendation would be 3.92% for FY 2016 and 4.07%
for FY 2017.

% Change In Personal Income

10.0%
o L Lighter columns and

8.0% dashed line represent
6.0% - estimates.

4201t & B B BE PB e 0O BE e T

o

2.0% 1

0.0% 1 t ' t =

-2.0% 1

-4.0% T 2003 2004 2005 2006 2007 2008 09 2010 2011 2012 2013 2014
-6.0%

Calendar Year
Estimate source: Sage Policy Group, January 2014 @ Balt. Co. D —e— U.S.

Page 6



Baltimore County Fiscal Digest: General Fund Revenues & The Economy

March 30, 2014

The number of existing Bal-
timore County homes sold
during the first two months
of CY 2014 was essentially
flat compared to the prior
year.

The median price of existing
homes sold in Baltimore
County increased 2.6% be-
tween February 2013 and
February 2014.

The number of pending
home sales in February 2014
was unchanged from a year
earlier.

Reflecting higher mortgage
interest rates, the monthly
mortgage payment for a me-
dian-priced County home
sold increased 12.7% in Feb-
ruary 2014 compared to Feb-
ruary 2013.

Property-related transaction
tax revenues are expected to
decline in FY 2014 by 3.1%,
largely due to sluggish
home sales this winter. The
drop follows strong growth
in FY 2012 and 2013 of 18.3%
and 30.8%, respectively.

EXISTING HOME SALES

Existing home sales in Baltimore County totaled 7,213 units in FY 2013,
10.3% above FY 2012 sales. Home sales have remained slow month-over-
month, with 421 homes sold in February 2014, essentially equal to the 422
sold a year earlier. January 2014 experienced similar flat growth. The me-
dian price of an existing home sold in February 2014 was $195,000, up 2.6%
from February 2013. At the same time, the active inventory in February 2014
increased 4.8% from February 2013. The BCEAC residential real estate rep-
resentative reported that the market exhibited some volatility due to the
winter weather, and that the distressed market continues to hinder overall
recovery. He further noted that while the absorption rate (i.e., “months of
inventory”) inched up in the market for housing under $400k, it decreased
significantly in the high-end market, indicating increased demand. Overall,
he commented that the market performed reasonably well given the extreme
winter and is expected to accelerate into spring,.

Pending existing home sales in February 2014 totaled 678, equal to the total
in February 2013, following a 2.8% decrease in January 2014. However, the
BCEAC residential real estate representative noted that the number of dis-
tressed pending sales, which are less likely to reach closing, remained ele-
vated.

Mortgage interest rates (for 30-year conventional mortgages) in February
2014 were 4.30%, up 77 basis points from February 2013 when rates were
3.53%. Over this same period, the median price of an existing home sold in
Baltimore County increased 2.6%, compared to an increase of 7.7% for Mary-
land. The monthly payment for the median-priced Baltimore County home
(financed with a 30-year conventional mortgage loan) was $965 in February
2014, an increase from the February 2013 level of $856 (principal and interest
only), due to an increase in mortgage interest rates and a slight increase in
median prices. Mortgage rates are expected to continue to increase mod-
estly over the remainder of CY 2014.

Property-related transaction tax revenues (recordation and title transfer tax
revenues) totaled $63.9 million in FY 2012, an increase of 18.3% from FY
2011 collections, but 54.1% lower than peak collection levels experienced in
FY 2006. FY 2013 property-related transaction tax revenues totaled $83.6
million, up 30.8% from FY 2012 levels, reflecting increased transaction activ-
ity at slightly higher prices. These revenues are expected to decrease in FY
2014 to $81.0 million, or by 3.1%, largely due to sluggish homes sales during
the winter.

Baltimore County Existing Home Sales Volume and
Recordation and Title Transfer Tax Revenues: Fiscal Years 2003—2014
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The total value of construc-
tion permits issued in
2013:Q4 was $181.1 million,
the second highest total
quarterly value since
2010:Q1.

Additions, alterations, and
repairs activity in 2013:Q4
rose 27.8% from a year ear-
lier to $110.5 million.

In 2013:Q4, the total num-
ber of new residential
building permits increased
6.7% compared to a year
earlier, but the dollar value
of these permits decreased
8.1%. The dollar value de-
cline reflects the influence
of lower-value multi-family
unit activity.

Construction employment
represented 6.4% of County
jobs in 2013:Q3.

CONSTRUCTION

Construction is among the most volatile components of the County’s econ-
omy. Construction permits issued in Baltimore County in 2013:Q4 totaled
$181.1 million, $29.5 million, or 19.4%, above 2012:Q4. 2013:Q4 was the sec-
ond highest total quarterly value since 2010:Q1 and represents an increase of
72.7% over 2013:Q3. The 19.4% growth in 2013:Q4, while rebounding from
the year-over-year decrease of 7.5% in 2013:Q3, was below the recent quar-
terly increases of 71.8% and 36.0% in 2013:Q2 and 2013:Q1, respectively. New
residential construction moderately decreased to $40.2 million in 2013:Q4, or
8.1% from 2012:Q4. New non-residential construction surged to $30.4 million
in 2013:Q4, an increase of $9.0 million, or 41.9%, from 2012:Q4. 11 new non-
residential construction permits valued at or above $500,000 were issued in
the County in 2013:Q4, including permits for a senior living facility in Catons-
ville valued at $15.4 million, a 4-story storage facility in Reisterstown-Owings
Mills valued at $4.5 million, and a 3-story office building in Catonsville val-
ued at $3.6 million.

Additions, alterations, and repairs (AAR) activity in 2013:Q4 totaled $110.5
million, up $24.0 million, or 27.8%, from 2012:Q4 but 12.8% below the average
of 4th quarter activity over the last 7 years. The total value of residential AAR
permits rose 13.8% from 2012:0Q4 to 2013:Q4, and the value of non-residential
AAR permits rose 30.8% over the same period.

New residential building permit data show that the total number of permits
issued in 2013:Q4 increased 6.7% from the number issued in 2012:Q4. Multi-
family unit permits increased from 0 to 27, while single-family unit permits
decreased from 194 to 180. The total dollar value of the new residential build-
ing permits issued in 2013:Q4 decreased $3.6 million, or 8.1%, from 2012:Q4
values, following a 56.6% year-over-year increase in 2013:Q3. This decrease
reflects the influence of lower-value multi-family permit activity. The value
of new residential building permits in 2013:Q4 is 11.8% above the 7-year aver-
age of 4th quarter activity and may be indicative of a recovering housing mar-
ket.

Construction employment represented 6.4% of County jobs and had an aver-
age wage rate 15.8% above the County average in 2013:Q3 (the most recent
data available). Construction activity continues to support high quality jobs.

Value of Baltimore County Construction Permits: October through December

$300,000

$250,000

$200,000

$150,000

$100,000

Thousands of §$

2007

2008

. o

2009 2010 2011 2012 2013

M Residential

® Non-Residential ®AAR - Residential AAR - Non-Residential I

Page 8







	Revenue Highligts
	Forecast and Outlook
	National Indicators
	Local Perspective
	Personal Income
	Existing Home Sales
	Construction


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /ENU (Use these settings to create PDF documents with higher image resolution for high quality pre-press printing. The PDF documents can be opened with Acrobat and Reader 5.0 and later. These settings require font embedding.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




