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Economic and
Demographic changes in
Montana are driving
changes in the budget

Montana

Changes

Metric

CPl Growth

MT Population Growth

MT CPI*Population
Growth

MT Personal Income
Growth

General Revenue
Growth

FY 2014 - FY 2019 -
FY 2019  FY 2024

7.8% 22.3%

5.0% 6.1%

13.1% 29.8%

24.4% 42.6%

21.3% 48.0%



Montana Changes and the Budget

Given these metrics, much of the growth in General Revenues are
expected and in line with economic and demographic shifts

Higher interest rates and balances

Higher capital gains income

General Revenues grew faster
[~ ;

than Personal Income Higher effective tax rates due to
inflation and wage growth impact on

brackets




ECONOMIC
AND
DEMOGRAPHIC
TRENDS

Recommend checking out
Montana's Changing Demographics

Report



https://leg.mt.gov/content/Publications/fiscal/2025-Biennium/MARA/Demographic-Report-Update-MARA-2024.pdf
https://leg.mt.gov/content/Publications/fiscal/2025-Biennium/MARA/Demographic-Report-Update-MARA-2024.pdf

Why all the change
and will it go back
to “normal”? .



- BefdrféﬁMblnténa was defined: indigenous people came for the land




In the last 200 years more people came to Montana for the
production value and potential production value of the land

Explorers
6 Timber

Mines Agriculture

Energy Reclamation

@
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Now, the land itself is the attraction

Outdoor recreation

Hunting, fishing
Snowmobiling, skiing

ATV riding, mountain biking
Boating, rafting

Hiking, photography

A\

Scenery

Tourism
Retirees
Scenic secluded privacy

Remote workers

Land for Other Purposes
Conservation Easements
Reclamation

Land trades

Estate and tax planning
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-=Total Nonfarm Montana ---Total Nonfarm U.S.

Cumulative Growth of Montana and
U.S. Total Nonfarm Employment 2014 EMPLOYMENT

* Montana —453,375
* US-138,919,500

2024 EMPLOYMENT

* Montana—529,010

r\/g’\/b‘ * US-158,667,900
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Cumulative Growth of Natural Resources &
Mining Employment 2014 EMPLOYMENT

* Montana—9,141
* US—-838,275

2024 EMPLOYMENT

* Montana—7,199
* US-603,388

===Natural Resources & Mining Montana

-=-Natural Resources & Mining U.S.




Cumulative Growth in Construction Employment
60%

2014 EMPLOYMENT £ 0%

* Montana — 24,967 40%
* US-6,150,833 30%

2024 EMPLOYMENT 20%
10%

* Montana — 39,056
. US— 8,259,883 0%

e==Construction Montana ==-Construction U.S.




Cumulative Growth Real Estate and Rental and
Leasing Employment

40%
35%
30%
25%
20%
15%
2024 EMPLOYMENT 10%
5%
* Montana— 7,036 0%
e US-2,499,670

2014 EMPLOYMENT

* Montana-—5,275
e US-2,045,475

-—=Real Estate and Rental and Leasing Montana

-=--Real Estate and Rental and Leasing U.S.




Cumulative Growth in Professional & Business
Services Employment

35%

30%

2014 EMPLOYMENT

* Montana—39,517 25%
e US-19,171,917 20%
15%
2024 EMPLOYMENT 10%
5%
* Montana — 52,663 0%
e US-22,997,681

== Professional & Business Services Montana

-=-Professional & Business Services U.S.




Cumulative Population Growth
12%

2014 POPULATION 10%

« Montana — 1,026,473 8%
. US —319,597,005 6o,

2024 POPULATION 4%

2%

* Montana—1,143,048
* US-341,847,500 0%

e==[/lontana =-=-US




Cumulative Personal Income Growth
80%

2014 PERSONAL INCOME 70%
60%

* Montana —$42.901 million 50%
e US—S514.784 billion

40%

2024 PERSONAL INCOME 30%
20%
 Montana —$75.588 million 10%,

e US—-S24.127 billion 0%

e===\lONntana =-=-US




Why the change?

i A\ £y

Outdoor recreation Scenery Land for Other Purposes
Hunting and fishing Tourism Conservation Easements
Snowmobiling and skiing Retic Reclamation

ATV riding, and mountain biking Land trades

Scenic secluded privacy

Boating and rafting Estate and tax planning

Hiking and photography Remote workers



How much is high valued
scenery and privacy impacting
Montana?

Evidence of the magnitude of the new impacts



Assessed Value of All Property by County by
Fiscal Year
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High End Residential Property

Residential houses greater than $1.5 million are taxed at a higher
rate and can be found in the property tax base file

Total statewide assessed value is $25.5 billion

Top counties

Madison = $14.5 billion
Gallatin= $6.1 billion
Flathead = $2.9 billion
Lake = S0.5 billion
Ravalli = S0.4 billion
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Assessed Value of All
Property

While Residential total is 75.8% of
all assessed property, Residential
greater than $1.5 million =9.5%

Residential property where the
home value, without considering
the lot that is sitting on that is
greater than $1.5 million

The total assessed value in the chart
include the value of the land with
the same geocode.

Business
Equipment
3.1%

Ag/Timber
3.1%

Commercial
12.4%

Pipelines
Electric
1.8%

Residential <
1.5 million
66.3%

Residential $1.5



Remote Workers
Electronic Communication and Airports

Change Transportation Costs for Remote
Workers and Certain Industries




Remote
workers

new

companies
?

Share of GSP by sector by fiscal year

Agriculture, Forestry, & Fishing 3.9%
Construction 5.5%
Educational (private) & Health Services 9.9%
Financial Activities 18.7%
Government 15.0%
Leisure & Hospitality 5.0%
Information (media) 2.2%
Manufacturing 5.6%
Mining 4.9%
Other Services 2.3%
Professional & Business Services 7.2%

Trade, Transp.& Utilities 19.8%

3.7%
5.6%
10.9%
18.9%
14.6%
5.2%
2.4%
5.7%
3.2%

2.4%
7.9%

19.5%




Will it go back to “normal”?




New Population and Where
They are Settling

Josh Poulette, PhD, Lead Fiscal Policy Analyst



Retirement age is expected to increase as a
share of the population though 2030, working
age is expected to decrease and youth share
of the population is expected to decrease

Montana’s Population
Is Relatively Aged, and
Population Aging is
Expected to Continue

Future aging is
projected to be more
pronounced in rural
counties

2000 2010 2020 2030

® Minor (0-17) wmWorking Age (18-64) m Retired (65+)




Ten Year Net Migration — Varied Experiences Across the State (2013-2022)

Total net migration over this time: 123,000 persons or 12.7% statewide

Seven Urban Counties 49 Other Counties
89,432 | 14.63% 33913 | 9.40%

..gﬂa.ﬁ'ﬂgz,:g ;



Income Trends of the New and
Existing Population

Sam Schaefer, Lead Revenue Analyst

Recommend checking out
Analysis of New Montana Residents in CY
2020 & CY 2021



https://leg.mt.gov/content/Publications/fiscal/2025-Biennium/MARA/Individual-Income-Tax-Report-MARA-October-2023.pdf
https://leg.mt.gov/content/Publications/fiscal/2025-Biennium/MARA/Individual-Income-Tax-Report-MARA-October-2023.pdf

CY 2021 saw the
largest rate of in-
migration in recent
years.

New residents to the
state had higher

average incomes
than existin%
residents. Wealthy
newcomers are
generally more
wealthy than high-
income full-year
residents.

$250,000

$200,000

$150,000

$100,000

$50,000

S0

CY 2021 Montana Residents vs New Residents Average FAGI

$110,806
$102,180

$103,183

All Ages

$88,781

$201,050

155,332

Under 65

B New Residents

B Residents

Over 65



CY 2021 Montana Residents vs New Residents Median FAGI

$160,000
$140,000
However, when $120,000
looking at median $100,000 $99,877
incomes, only those
. S80,000
new residents over
the age of 65 had 360,000 e s gy $982%3
larger incomes than $40,000
existing residents. —
S0

All Ages Under 65 Over 65

B New Residents ™ Residents




Count of New Forms

3000

2500

2000

1500

1000

500

Where Are New Residents Moving From?

CO OR ID X AZ

Original State

m CY 2021 New Tax Forms = CY 2020 New Tax Forms



Income Type

® Wage Income
Montana Tax Return Income Pie Chart . ) Montana Tax Return Income Pie Chart
[$ Bil]iOHS) .' REIItELPEI’tt‘lEI’Shlp Iﬂl:ﬂ ($ Billions)
$0.3 Capital Gains $1.5
$0.6 (5%)(2%) o,y (4%)
$0.6 (5%) ® Taxable Pensions $1.5 (4%)

$1.7 (4%)

$0.7(5%) © Taxable Social Security
$3.1 (7%)
$1.0 (7%) Other
® IR A Income
. $4.4 (10%) |
$1.0 (7%) ® Buziness Income $23.8 (56%)

$9.3 (68%)
$5.1 (12%)

Calendar Year 2002 Calendar Year 2022
Total Income=$13.7 Total Income=$42.4
Billion Billion



BUDGET
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Outlook
Montana General Revenue

Sam Schaefer



% Growth

350.0%
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This chart shows the percentage compared to the growth in personal income and
from FY 2002 (dashed lines represent estimates).



This chart shows the percentage growth in state general revenues from FY 2002
(dashed lines represent estimates) compared to the growth in

and
350%
300%
PN
250% LN LTS
I’ \\ s Aricome Tax "
[ . o ]
<200% : A\ _Redughons
S o~ o=~ I'PandemlI — _.
/ \
8150% S . \ 1 Bévenge
\ | \
! I Great | I’Commodlty| | I,
©~100% ~ = ===« _ Recession| —Prices | /
. \ /
50% l\ Bakken Qil /' -_
« Boom SN_7
\~
0%
N O WO ONNOWWODO T~ ANMTWOMONBOOT—ANOMILW OO D
O O O O O O O O v v v v v v v v v v« (N N N &N N N N N (N
vy O O O OO0 OO0 0000000000000 O0OO0O0OO0OO0O O O O
0% A NN AN AN AN NANNNNNNNNNNNNNNNNNNNN®



% Growth
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This chart shows the percentage growth in state general revenues from FY 2002 (dashed lines
represent estimates) compared to the growth in personal income and
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Higher interest earning due to
. high interest rates and high

W hy h | g h e r balances of state funds
than

Taxes on capital gains income:

new residents that moved to
p e rSO n a ‘ Montana had a higher share
. of their income
INCoOme
Higher effective tax rates due
g rO Wt h ? to inflation's impact on the

tax brackets




Expenditure Trends

Amy Carlson



This chart shows the growth in state resource expenditures of state
special and general fund compared to the growth in personal income and
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special and general fund compared to the growth in personal income and

This chart shows the growth in state resource expenditures of state
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* Enrollments/populations

Assumptions * Inflation
for Order of e
. * Corrections
Magn tUd.e * Medicaid Expansion
Ana|y5|s « HB 872 Behavioral Health
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This chart shows the growth in financial outlook projections of state special and
general fund state resource expenditures for base, present law, and current

service level,
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Outlook General Fund
Structural Balance



Structural Balance Still Strongly Positive with All Anticipated
Inflation Pressures
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Structural Balance Still Strongly Positive with All Anticipated
Inflation Pressures

($ Millions)
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Risks and
Pressures
to Long-
term
Structural
Balance

Revenue

Assets like
infrastructure

Liabilities like
pensions

Federal
funding




New Volatility in General Revenues

CAPITAL GAINS PORTION OF THE FEDERAL TAX CHANGES IMPACT
REVENUE STREAM IS GREATER TAX PLANNING OF INDIVIDUALS



Interest in Reducing Taxes

()

Income Taxes Property Taxes



Liabilities

Pew’s analysis of pension
liabilities relative to other
states indicates that Montana’s
debt is relatively greater than
other states.

From Pew Charitable Trusts
Fiscal Fifty website the 50-state
average portion of own source
(not federal funds) funding that
would be required to pay down
the debt is 49.1% in
comparison to 79.9% for
Montana.

Total Unfunded Pension Liabilities
As a share of states’ own-source revenue, FY 2021

-

50-state total

‘_

-

49.1%

50-state total

Mo data

cT
DE
MA
MD
ME
NH
NJ
Rl


https://www.pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50/long-term-liabilities
https://www.pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50/long-term-liabilities

Roads and bridges (asset value of over $12
billion)

Buildings (replacement value of current

Deferred buildings = $5.6 billion)
maintenance - University
- Capitol Complex
nas developed - Across state
over t| me Water and Sewer systems (estimated current

asset value $4 billion plus St. Mary’s and dams)

School Buildings (estimated replacement value

~ §7.5 billion)



Federal Funding Uncertainty

Federal revenues and outlays are misaligned

Federal Receipts and Qutlays in Constant 2017 Dollars
(S in hillions)

== Receipts

Qutlays

$5,088

50
2014 2015 2016

Source: FY 2025 President s Budget, Historical Table 1-3

In FFY 2023 Outlays
were $5,088 billion
and Receipts were
$3,683 billion or
roughly 38%
difference. This
difference will likely
decrease as COVID
stimulus ends.




Fonding An _
~unding Areas —

In Montana Transportation - S0.7
billion in
FY 2025

Other- S0.4 billion




SUMMARY

AND
TAKEAWAYS

Recommend checking out
Pew’s Fiscal 50 website
for comparisons to other states



https://www.pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50/state-page?state=mt

Financial Strength

e Strong balances to cushion our finances from quick shocks
e \ery strong structural position

e Pension liabilities

e Housing costs, including property taxes are a concern
e Revenue volatility

e Pressure to reduce taxes

e |Infrastructure deferred maintenance backlogs

2025 Montana Legislature will chart the course of our

financial future
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