Minutes – Governor’s Council of Economic Advisors Meeting
September 3, 2015

A meeting of the Governor’s Council of Economic Advisors was held via telephone conference call at 1:30 PM central time.  
The members of the Council of Economic Advisors that participated via conference call:  Evert Van der Sluis, Doug Sharp, Roger Musick, Dan Noteboom, Joel Rosenthal, Randy Stuefen, and Jim Schade.  Council members not present were Steve Zellmer, Curt Everson, Dan Newell, John Hemmingstad, and Susan Johnson.  
Electronic presentations were made by Ralph Brown and Jim Terwilliger.
Dr. Ralph Brown presented a summary of the most recent US economic forecast from IHS Economics speaking from PowerPoint slides that were sent electronically to all members.  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.  
Jim Terwilliger presented a summary of the how the state general fund ended FY2015 and the details that contributed to the $21.5 million surplus in FY2015.  The presentation also included 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 2015 and 2016 and council members agreed.  Terwilliger reviewed the first month of FY2016 collections that were positive as compared to budgeted levels for the first month.  A review of FY2015 collections indicated sharp decreases in equipment spending in the agriculture area and will likely continue to show decreases in FY2016 due to declines in 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 and wages likely to increase but at a moderate pace, slightly slower than current national growth rates.  Other discussion items included the agriculture economy as lower commodity prices are leading to lower income and less spending agriculture equipment.  This is anticipated to continue throughout FY2016, and will be monitored in FY2017.  In the tourism sector, 2015 was a strong season due to lower gas prices and a very strong Sturgis rally due to the 75th anniversary.  Looking towards 2016, the expectation is for another strong Tourism season provided continued low gas prices.  Increased tourism tax receipts will provide more marketing dollars for the state over the next year.  The council also discussed the recent announcement of Capital One leaving Sioux Falls and the loss of 700 jobs.  The expectation is the majority of these jobs will be absorbed in the Sioux Falls area by other major credit card banking services in the area.  Also noted was the low unemployment rate and the fact that many businesses are hiring in Sioux Falls, which will limit the negative impact of these lost jobs.  
[bookmark: _GoBack]Overall the council anticipates the SD economy to continue to grow at a moderate pace over the next year, with a relatively low probability of an economic recession. 
The meeting was finished at 3:30 p.m.
