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Not a picture of the Tetons...

Downtrend in commodities has accelerated... ...and is now comparable with previous economic crises
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History suggests the bottoming process in commodities still has some way to run

Comparison of current commodity price levels with previous crisis lows

Low point (relative to 5-year rolling avg. price)
Avg. Low in 2008 financial 1997 Asian 1980s economic
[(TELT0S EE crisis financial crisis slowdown
-30% -36% -44% -39% -26%
-50% -45% -35% -40% -59%
-19% -27% -35% -25% -32%
-33% -32% -35% -27% n.a.
Months spent more than 20% below 5-year rolling avg. price
As of end Oct Avg. spent in 2008 financial 1997 Asian 1980s economic
2015 previous cycles crisis financial crisis slowdown
9 15 6 24 15
1 19 b 14 38
4 16 1 2 17
1 10 11 9 n.a.

Oct-15

Source:
Barclays
Research
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In fact it is a “Perfect Storm”

« And we anticipated reve
Wyoming learns again fr
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Opal Hub Prices

(S per MCF)
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Average
$2.02
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Source: Bloomberg.
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Global Oil Dynamics

Source:

JP Morgan

Change in production and consumption of oil
Production, consumption and inventories, millions of barrels per day

2013 2014 2015* 2016+ Growth since
Production 2013
us. 124 141 149 147 19.0%
OPEC 36.4 364 374 381 4.5%
Global 90.9 933 955 958 5.4%

Consumption
u.s, 190 191 194 196 3.2%

China 10.5 109 112 115 9.7%
Global 91.3 925 938 952 4.3%

Inventory Change -0.4 0.8 1.7 086

U.S. crude oil inventories and rig count**
Million bamrels, number of active rigs
1,200

1,150
1,100
1,050
1,000

-4 Inventories (incl. SPR) Active rigs »
850
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Natural Gas Totals

CY15 Oct TD: 1,653.5 bcf
CY14: 1,997.7 bcf
CY13: 2,047.8 bcf
CY12: 2,225.6 bcf
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9.0

Percent

-12.0

-15.0

Through November 2015

o000 U.S-

«=Colorado

== \ ebraska

= \\/yoming

2008 2009 2010 2011 2012 2013

US. +3.1%
CO +3.0%
NE +2.8%
wy -1.2%

Note: The coincident index for each
state is comprised of four indicators of
current economic activity including:

1. nonfarm employment

2. manufacturing hours worked

3. unemployment rate

4. and wages & salaries paid.

2014 2015

Source: Federal Reserve Bank of Philadelphia.

Economic Analysis Division

e  State of Wyoming 10



$120

5-Year High-Low Range
—==5-Year Avg. (2011-15)

$100 - —e—FY 2016
$80
§ e,
=
$57.2
60 -
$53.3 $52.1
$40 - After 5 months, FY16 year-to-date
collections were $150.1 million (35.6%)
behind last year’s pace.
$20 T T T T T T T T T T T

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun

Source: WY Dept. of Revenue.
Note: Includes severance taxes collected on all minerals in Wyoming on a cash receipts basis.

Economic Analysis Division e  State of Wyoming
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Millions

$80
5-Year High-Low Range
~==5-Year Avg. (2011-15)
—e—FY 2016
$70 -
S60 -
$50 - $52.6
After 6 months, FY16 total
collections were $74.7 million
(-17.1%) behind last year.
540 T T T T T T T T T T
Nov Dec Jan Feb Mar Apr May Jun

Jul Aug Sep Oct

Source: WY Dept. of Revenue.

Note: Includes both the state and local shares of the state-wide 4% sales and use tax collections on a cash receipts basis.

Economic Analysis Division

State of Wyoming
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% Change S Change

Mining & Logging (15%)  -44.2%
Construction (3%)
Manufacturing (3%)
Wholesale Trade (8%)
Retail Trade (31%)
Transport. & Utilities (5%)
Information (2%)
Financial Activities (5%)

Prof. & Bus. Services (1%)

Leisure & Hospitality (12%)
Public Administration (10%)

Educ., Health, & Other (4%)

Note: Value in parentheses
represents share of total

collections. Statewide Change: -574.7M or -17.1%

Source: WY Dept. of Revenue.
Note: Includes both the state and local shares of the state-wide 4% sales and use tax collections on a cash receipts basis.

Economic Analysis Division e  State of Wyoming 13



Index:

130

125

120

115

110

105

100

95

90

85

Jan2006=100

—Mining

——Construction

—Leisure & Hospitality

2006 2007

2008

2009 2010

2011

2012 2013

2014

2015

Source

: U.S. Bureau of Labor Statistics.

Note: Shaded area represents recession.

Economic Analysis Division

State of Wyoming
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Peak* to

Percent Past Past

Index: Jan2006=100

Present

Change 9 Years Year

120 ~
u.S. +4.3% +1.9% +3.3%
wy +3.6% -0.7% -2.8%

115 - ~———Casper

—— Cheyenne

s \\'yOMin
110 A y &

L N N ] U.S.
105 +

soocecc®®e,,
(]
100 + Lo
PR R
o'....
°®
..'00..00."o°'..
95 f f f f f f f f f !
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Source: Bureau of Labor Statistics. Note: Shaded area represents recession. *Refers to pre-recession peak.
Economic Analysis Division e  State of Wyoming 15



The mining and trade/ transportation/

& utilities sectors had the largest
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increase in filings in November.
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Research & Planning Section.
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% Change S Change

4.2% Albany (3%)

Big Horn (1%)

Campbell (16%) -$20.4

Carbon (2%)

Converse (5%)
Crook (1%)
Fremont (4%)

Goshen (1%)
Hot Springs (1%)

Johnson (2%)

Laramie (12%)

Lincoln (2%) $0.6
Natrona (12%)
Niobrara (1%)

Park (5%)

Platte (1%)
Sheridan (3%)
Sublette (5%)

Sweetwater (9%)
Teton (9%)
Uinta (2%)
Washakie (1%)
36.2% Weston (1%) $1.1

-10.0%
-25.5%

-49.2%

$2.5

FY16 YTD Collections: 5363.2M

FY15 YTD Collections: S437.9M

Source: WY Dept. of Revenue.
Note: Includes both the state and local shares of the state-wide 4% sales and use tax collections on a cash receipts basis. Valuein
parentheses represents share of total collections.

Economic Analysis Division e  State of Wyoming
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Percent Change in Sales and Use Tax Collections:
Apr-Oct 2014 to Apr-Oct 2015

Teton

Lincoln

Sheridan
Big Horn

Washakie

% change

Crook |:| 41 - 2?8
|:| -23- -20
] -14--5
B 0- 2

Weston

- Carbon
Sweetwater

Wyoming=-13.6%

Platte ;oshen

0 a0 Miles

Alb any

Laramie

Economic Analysis Division .

State of Wyoming
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There are some Bright Spots... Falls in

Yellowstone
National Park




National Park Recreation Visits

YTD

YTD

Source: National Park Service Public Use Statistics Office.

Economic Analysis Division e  State of Wyoming

November 2014 November 2015 Difference
Bighorn Canyon NRA 100,881 102,141 1,260 1.2%
Devils Tower NM 438,595 475,195 36,600 8.3%
Fort Laramie NHS 47,830 50,788 2,958 6.2%
Fossil Butte NM 16,540 19,211 2,671 16.1%
Grand Teton NP 2,751,016 3,085,591 334,575 12.2%
John D. Rockefeller, Jr. MEM PKWY 1,259,976 1,425,730 165,754 13.2%
Yellowstone NP - WY Entrances 1,712,621 1,997,848 285,228 16.7%
Wyoming Total 6,327,459 7,156,504@

20



% Change from Year Ago

20.0

15.0

10.0

5.0

0.0

-10.0

-15.0

Through Quarter 3 of 2015

e \\/'yoming
«==Mountain Division
[N N N ] U.S-

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

2015Q3 vs. 2014Q3
1-Yr. Rate Rank

Colorado +12.7% 2
Nevada +12.4% 3
Arizona +8.3% 7
Idaho +8.2% 8
Utah +7.3% 12
New Mexico +5.3% 18
Wyoming +4.7% 24
Montana +4.2% 28
Mtn Division +9.0%

U.S. +5.7%

Source: Federal Housing Finance Agency (FHFA) — estimates using FHFA’s
seasonally adjusted, purchase-only house price index.

Note: For the Period Ended
September 30, 2015.

Economic Analysis Division e  State of Wyoming
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8.0

6.0

% Change from Year Ago
IS
o

2.0

0.0

B Wyoming
MW Casper
" Cheyenne

49 5.0

2014 Q3

2014 Q4

7.3

2015Q1

Source: Federal Housing Finance Agency (FHFA) — estimates using FHFA’s not

seasonally adjusted, all-transactions house price index, that includes purchase and

refinance mortgages.

Economic Analysis Division

5.8

2015 Q2 2015 Q3

State of Wyoming

Note: For the Period Ended
September 30, 2015.
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Statewide - Units Permitted
2,102

1,755

1,391

YTD November | YTD November | YTD November | YTD November | YTD November
2013 2014 2015 2013 2014 2015

Total Single Family

Source: U.S. Census Bureau.

YTD November | YTD November

The number of total
housing units permitted
through the end of
November 2015 increased
by 4.2% compared to
2014. Single family units
rose by 15.1%.

Multifamily units fell by 139
during the same period
compared to 2014.

574

293

154

YTD November | YTD November
2013 2014 2015

Multifamily

W Economic Analysis Division e  State of Wyoming
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555 Casper - Units Permitted

286 309

244 244 244 246

YTD YTD YTD YTD YTD YTD YTD YTD
November | November | November | November | November | November | November | November | November
2013 2014 2015 2013 2014 2015 2013 2014 2015

Total Single Family Multifamily A

:

596 Cheyenne - Units Permitted I
I

I

1

The number of total
housing units
permitted for Casper
through the end of
November 2015
increased by 17.2%
compared to 2014.
Total units permitted
for Cheyenne over the
same time rose by
3.9%.

359 373 368

Casper saw an increase in 2015 of
multifamily units while Cheyenne
experienced a jump in single family activity.

32

YTD YTD YTD YTD YTD YTD YTD YTD
November | November | November | November | November | November | November | November | November
2013 2014 2015 2013 2014 2015 2013 2014 2015

Total Single Family Multifamily

Source: U.S. Census Bureau.

Economic Analysis Division e  State of Wyoming
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Quarterly Personal Income: WY, Rocky Mtn. Region, & U.S.
Percent Change from Preceding Quarter

3.0 -

B Wyoming Wyoming saw growth in 14 of the 24
B Rocky Mountain BEA-defined industries in Q2 of 2015.
2.0 mUu.S.
2.0 -

1.0 -
o
o
0.0 -
Modest increases in earnings from a number of sectors
contributed to personal income growth in Q2 of 2015. Mining -0.3
and construction earnings had the largest declines.
-1.0 -
-2.0 -

2014 Q2 2014 Q3 2014 Q4 2015 Q1 2015 Q2

Source: U.S. Bureau of Economic Analysis.

Economic Analysis Division . State of Wyoming



Let’s step back for a moment to review why
we have the Permanent Mineral Trust Fund.

* Wyoming saw extraordinary growth in the mineral sector with Natural Gas, Coal,
Oil, Uranium, and Trona all contributing to our boom times

» Spending policies and budget discipline as well as a Constitutional 1.5%
severance tax and an additional statutory severance tax contributed mightily to
the growth (all capital gains were captured as income)

» Several Year Bull Stock Market

» Used to be fixed income assets, like bonds, had a good yield before central
banks started their respective stimulus programs they have driven values down



Growth of Total Wyoming State Portfolio since

2002




Returned Investment Income (in millions $S)
contributed to the budget since 2002




Direct Tax Collections &
Public Service Costs 2014

For a 3-person family with income of $60,000 and owning a home valued at $160.,000

Personal Tax Collections Public Service Costs

M Property Tax
W State Services
W Vehicle Registration

# Alcohol

& K-12 Education
u Special District

s Cigarettes
= City/Town

o Gasoline

¥
& Retail Sales County

E———

Personal Tax Collections Public Service Costs

Retail Sales $ 1,0007 County $ 5,900

Gasoline $ 200 City/Town $ 4,800

Cigarettes $ 100 Special District $ 4,500 $30,100
Alcohol S 10 K-12 Education S 6,700

Vehicle Registration $ 450 State Services $ 8,200

Property Tax $ 1,200




Impact of Price Change

How sensitive are revenues to prlce change"

Coal = [ $1.00 per ton price change ]

+ $51 million revenue change.
 Natural Gas = [ $1.00 per mcf change |

+ $189 million revenue change.

Crude Oil = [ $1.00 per bbl. change ]

+ $9 million revenue change.

Note: revenue sources include severance taxes (over $155M), federal mineral royalties (over
$200M), and the 43-mill school foundation portion of ad valorem taxes (based on FY16
projections). Source: October 2014 CREG Forecast and Legislative Service Office 2015
Budget Flscal Data Book.




What that means going forward for Wyoming

» Let’s not waste a good crisis.

 Last session we passed contingent appropriations based on
investment income (including capital gains) essentially betting on
the come for several capital projects... oops

» Manage a soft landing and get back to the basics of budget
discipline

» Take the opportunity to craft sensible policies going forward

* What can the Treasurer’s Office do to add some buoyancy



15t of 3 Initiatives: Enhance Local
Government Opportunity

1. For local governments that have been constrained by a statutorily
established list which has kept their savings returns under 1%, 2
changes: the first have the statute point to the state’s Master
Investment Policy which is professionally reviewed every year, must
adhere to the “Prudent Investor Rule,” and is conservatively managed
with a broader range of securities to choose from. The average yield is
better than what local governments can get.

2. Establish an additional second pool with longer duration (quarterly
liquidity) compared to the overnight WYO-STAR program in place today
for those entities that can take advantage of the less liquid premiums.



What that could mean for Local Governments -




2"d of Three Initiatives: Look to the long-
term horizon benefits of a permanent fund

Range of stock, bond and blended total returns
Annual total returns, 1950-2015

60% Annual avg. Growth of $100,000
total return over 20 years

50% tocks 11.1% $817.926

6.0% $321,853 Pa t ienC e.

40% :
50/50 portfolio 8.9% $554,632

30%

23% 21%
9% 16% 16%




3rd of Three Initiatives:

Ballot Language

Currently, the Wyoming Constitution allows
the legislature to authorize the investment of
public employee retirement systems funds
and permanent state funds in’equities, such
as stock or shares in private or fpubllc
companies. Permanent funds of the state
include funds designated as permanent funds
by the Constitution. The Wyomin .
Constitution does not allow the state to invest
any other funds in equities.

The adoption of this amendment would allow
the legislature, by two-thirds vote of the
members of both houses, to authorize the
investment of additional specified state funds
1n equities.

Constitutional
Amendment A

The State has several “Trust Funds “like the
Wildlife and Natural Resource Trust and others
that currently cannot be managed as normal
trust would.

The State lost the potential for dramaticall
better performance on its “Rainy Day” fun
because it was constitutionally constrained to
fixed income.

As the Federal Reserve begins to raise rates,
fixed income securities will be challenged to
return what the State has become accustomed
to and may in fact have to be sold for a loss if
the state needs the money.

It just makes sense for the following reason:




Wyoming State Treasurer's Office
Study of Investment Earnings Possibly Gained or (Lost) if Invested in Equities

Permanent Wyoming
Mineral Trust Fund Corpus
Fiscal  Balance at Fiscal Year

Earning Based on the  Extra Earnings
Fiscal Year Yield for Fiscal Year Yield for the Earnings Based on the Permanent Wyoming Gained or (Lost)
State Agency Pool Mineral Trust Fund Yield if Invested in

Year

2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997

End

$6,368,298,515
5,888,454,801
5,440,883, 650
5,049,967,702
4,555,406,396
4,262,215,811
3,896,621,442
3,341,617,499
2,973,580,235
2,472,588,704
2,252,392,362
2,057,629,508
1,963,832,931
1,839,665,725
1,629,332,132
1,566,553,360
1,251,927,387
1,187,871,523

* Yield is gross of fees prior to FY2006 and net of fees since FY2006

the State Agency Pool Permanent Wyoming

2.09%
5.25%
3.60%
4.03%
5.89%
4.36%
5.42%
4.86%
4.17%
3.76%
4.01%
3.57%
5.22%
5.85%
6.10%
6.29%
6.38%
6.35%

** These are not the actual earnings for the investment pool fund since | am only using the balance of this fund at fiscal year end.

Mineral Trust Fund *

6.43%
6.45%
4.48%
4.49%
3.16%
3.29%
8.80%
4.76%
4.67%
3.87%
4.76%
3.06%
5.01%
6.08%
7.46%
6.86%
6.73%
6.68%

Totals:

Yield

$133,100,000
309,140,000
195,870,000
203,510,000
268,310,000
185,830,000
211,200,000
162,400,000
124,000,000
92,970,000
90,320,000
73,460,000
102,510,000
107,620,000
99,390,000
98,540,000
79,870,000
75,430,000

$2,613,470,000

*%

$409,480,000
379,810,000
243,750,000
226,740,000
143,950,000
140,230,000
342,900,000
159,060,000
138,870,000
95,690,000
107,210,000
62,960,000
98,390,000
111,850,000
121,550,000
107,470,000
84,250,000
79,350,000

$3,053,510,000

Equities

(124,360,000)
(45,600,000)
131,700,000

(3,340,000)

(10,500,000)
(4,120,000)




It was the best of times, it was the worst of times, it was
the age of wisdom, it was the age of foolishness, it was

everything before us, we had nothing before us, w

all going direct to Heaven, we were all going dire f

v

period, that some of its noisiest authorities i //(%4////
being received, for good or for evil, in thf
’ ?

degree of comparison only. — Dickens, A Ta

Thank You Let’s not
waste this

Thanks to Wyoming Economic Analysis Division, Wyoming Taxpayers, Barclays Research, JP Morgan crisis!




