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MEMORANDUM
TO: Council Members
FROM: Tomas Morrissey
SUBJECT: State of the Northwest Economy
BACKGROUND:
Presenter: Grant Forsyth, Ph.D, Chief Economist at Avista Corp
Summary: Grant Forsyth is the Chief Economist at Avista. He works in load forecasting and

navigating the changing economic landscape. Prior to working at Avista, Grant was
a professor of economics at Eastern Washington University.

Grant will discuss general economic trends and indicators for the Northwest and
US economies, and how those trends and indicators impact utilities. A changing
economy impacts load forecasting via population growth trends, changes to the
industrial and commercial sectors, and general economic health. Additionally,
interest rates impact borrowing costs for utilities, factoring into the cost of
acquiring new generation and infrastructure. Some of these economic changes are
driven by state and/or federal policies.

Relevance:  The presentation will provide an expert perspective on economic issues in the
Northwest. It will help illustrate how the economy impacts utilities and the
Northwest power system.

Workplan: A.2 4. Track local, state, and Federal policies that impact the energy system and
provide periodic reports to Council on new developments.

851 SW Sixth Ave, Suite 1100 Peter Cogswell 503-222-5161
Portland, Oregon 97204-1348 Executive Director nwcouncil.org
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What | focus on at Avista

Large Industrial
Load Growth

Human Resources, Regulatory Affairs, Project
Management, Power Supply, Financial Planning

Residential and
Commercial Customer
Growth

\ 4

Revenue Forecast and Capital Budgeting




U.S. GDP Growth, 2018 - 2031
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Source: BEA, various forecast surveys, and author’s calculations.



U.S. Industrial Production Index, 1919-2026

FRED .~ — Industrial Production: Total Index
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Source: Board of Governors of the Federal Reserve System (US) via FRED®
Shaded areas indicate U.S. recessions. myf.red/g/1Z4ze
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U.S. CPI Inflation, 2018 - 2031

8% Energy price shock from Iran
conflict. A new round of

7% tariffs won’t help.
9 Productivity growth could be
& 6% an offset if it stays robust.

0
s
® 5%
= ’ 4.6% / |
< " 4.1% 3.6%
£ / 2.9% 'Y
7,) 2.7% PR 7 N\ 0,
§ 3% 1 2.4% \\ s 28% 1 23% | 23% | 2.3% 2.1%
o (]
T, | O ° - - -0--0-_4
0

g

1%

1.2%
0% |

2018 2019 2020 2021 2022 2023 2024 2025 2026F 2027F 2028F 2029F 2030F 2031F

Source: BLS, various forecast surveys, and author’s calculations.



U.S. Employment Cost Index, 2020 - 2026
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Stage 2 PPI Input Inflation, 2020 - 2026
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U.S. Treasury Rates, 2022 - 2026

FRED -2/ — Market Yield on U.S. Treasury Securities at 30-Year Constant Maturity, Quoted on an Investment Basis
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Investment Grade Corporate Bond Yields, 2022 - 2026
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U.S. Employment Growth, 2023 - 2026
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ID-OR-WA Employment Growth, 2023 - 2026
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ID-WA-OR Population Growth, 2020 - 2025
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If international migration had stopped after 2020, the U.S. growth rate
would have averaged 0.1% instead of 0.6%. A similar result occurs if you stop
in-migration at the state level after 2020: ID averages 0.3% instead of 1.9%;
OR averages -0.1% instead of 0.1%; WA averages 0.2% instead of 0.7%
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Summary

« U.S. GDP and industrial production growth: growth is unbalanced and uncertain.

« Consumer and business inflation: higher inflation for this year and next.

 U.S. Treasury and corporate bond rates: moving into a higher rate environment.

« U.S and regional employment growth: healthcare is carrying the day.

« U.S. and regional population growth: it’s still all about in-migration.

AIVISTA
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