Minutes – Governor’s Council of Economic Advisors Meeting
October 28, 2015
A meeting of the Governor’s Council of Economic Advisors was held on October 28, 2015 in the Governor’s large conference room in the state capitol.
The members of the Council of Economic Advisors present:  Evert Van der Sluis, Doug Sharp, Roger Musick, Dan Noteboom, Joel Rosenthal, Randy Stuefen, John Hemmingstad, and Curt Everson.  Council members not present were Steve Zellmer, Dan Newell and Susan Johnson.  Also in attendance were Dr. Ralph Brown, Mike Allgrunn and Eluned Jones.  
Dr. Ralph Brown presented a summary of the most recent US economic forecast from IHS Economics speaking from PowerPoint slides.  The summary highlighted IHS Economics’ October 2015 for the US economy.  Council members discussed the economic forecast, including discussion of recent trends in nonfarm employment, oil prices, inflation, agriculture expectations and interest rate forecasts.  Dr. Brown also presented information regarding how SD compares to the US in per capita personal income.  When adjusted for taxes and cost of living, SD ranks near the top among all states.  The IHS Economics’ forecast was determined to be optimistic given circumstances surrounding the current economic climate.  The council agreed the US economy would continue to grow over the next two years, but noted some concerns that could slow growth over the next couple of years.  Concerns of the council included weak foreign economic growth, especially the recent slowdown in China’s economic growth, as well as softness in the agriculture sector due to lower commodity prices, low inflation, and volatility in financial markets. 
Jim Terwilliger presented a summary of the most recent IHS Economics forecast for the SD economy and recent collection trends of the major revenue sources that flow to the state general fund.  Mr. Terwilliger noted the employment forecast from IHS Economics may be more optimistic than what is realistic for 2016 and 2017 and council members agreed the forecasted growth rates for many indicators were optimistic.  Terwilliger reviewed the first quarter of FY2016 collections that were positive as compared to budgeted levels, but indicated some weakness in September collections.  A review of FY2015 collections indicated sharp decreases in equipment spending in the agriculture area and will likely continue to show decreases in FY2016 and FY2017 due to lower farm income compared to recent record highs.
Each council member provided comments regarding their assessment of the state economy and their local geographic area.  Overall, the council members agree that the state economy will continue to grow at a moderate pace.  The agriculture sector is likely to experience lower income compared to recent years in 2015 and 2016.  However, South Dakota will fare better than some surrounding states in Agriculture due to more diversification and better technology/genetics benefitting SD more than surrounding states.  Thus the decrease in income will not be as drastic in SD compared to the nation or more crop intensive neighboring states.  Local economies of Sioux Falls, Watertown, Mitchell, Vermillion, Pierre, and Rapid City all indicate growing economies.  However, a common theme statewide continues to be a shortage of qualified labor to fill needed jobs.  This will continue to restrain potential economic growth in the future across the state.  
[bookmark: _GoBack]Overall the council anticipates the SD economy to continue to grow at a moderate pace over the next year.  The consensus of the council members agreed that the IHS forecast was optimistic and should be moderated for revenue forecasts to be in-line with current trends for SD nonfarm employment and income.  Issues that should continue to be monitored include foreign economic growth with key trading partners, inflation, and the farm economy.  It was also noted that labor shortage will continue to restrain economic growth in South Dakota. 
The meeting was finished at 2:45 p.m.
