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Presenter
Presentation Notes
Good Morning.  For the record, my name is Jeremey Hays, and I am an Economist with the Research & Analysis Bureau of the Department of Employment, Training, and Rehabilitation. Today I will be providing you with a brief review of National and Nevada Unemployment Insurance Programs, then we will take a look at Nevada’s Unemployment Insurance Trust Fund and finally we will go through our 2019 tax rate forecasts. 



National Perspective:
Longest Economic Expansion in U.S. History

U.S. Economic Expansions & Contractions
consecutive months of expansion/contraction

August 2019:
122 months
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Presenter
Presentation Notes
While the daily financial news may make one think we’ve had a period of negative growth, the U.S. economy (at least so far) is still growing. 

Using the National Bureau of Economic Research (NBER)’s business cycle dating, we are 122 months into the expansion cycle as of August 2019. This is well past the average cycle in US history (59 weeks from 1937 to 2007) and is the longest expansion in US history.

This long stretch of expansion has lead to…{next slide is national unemployment rate}



National Perspective:
Unemployment Rate at Lowest Levels since 1960s

U.S. Unemployment Rate
seasonally adjusted rates by month 1948 to 2019, dashed line at August 2019 rate

1949 1954 1959 1964 1969 1974 1979 1984 1989 1984 1999 2004 2009 2014 2019

Source: U.S. Bureau of Labor Statistics, shaded bars represent NBER recessions
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Lead to…

Unemployment rates not experienced since the late 1960’s. 

As of August, the national unemployment rate stands at 3.7%
This has been brought on by an impressive 107 months of employment growth
This job market is pulling people off the sidelines; the LFPR for prime age (25-54) workers is trending up, hitting 80% for the first time since 2008




National Perspective:
Ul Claims at Historic Lows

U.S. Weekly Initial Claims for Unemployment Insurance
dotted line at September 14, 2019 value of 208k
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Presentation Notes
Not shockingly, this chart showing UI initial claims looks similar to the unemployment rate chart

National initial claims are trending at levels not seen since the 60s!

For the week ending September 14, claims totaled 208k,  a small decline from the prior year’s claims of  212k. 

We are likely trending at or very near the lowest level of claims  we can expect to see based on the size of our labor force.


Nevada Ul Trends:
Initial Claims Averaging 10k a Month

State of Nevada Unemployment Insurance Initial Claims
by month, dashed line represents 12 month moving average
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Focusing in on Nevada now, we can see that claims activity in the state has been trending down, and is leveling off.

The latest reading from August is  9,685
Year-over-year declines have been recorded in 9 out of last 12 months. 

The 12 month average of the series is trending at 10,056
This 12 month average puts us at levels not seen since 1999 though further declines are not expected.




Nevada Ul Trends:
Initial Claims at All-Time Low Relative to # of Jobs

State of Nevada Ul Initial Claims per 1,000 Jobs
1989 to current
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Presentation Notes
To provide perspective, here we are looking at claims adjusted for our current job levels…

We’ve seen new lows almost every month as claims levels have continued to fall slightly while our covered employment levels have risen.

Currently Nevada has just 1.7 claims per 1,000 jobs, considerably lower than the levels we experienced in the 1990s.



Nevada Ul Trends:
Benefit Payments Still in Decline

State of Nevada Unemployment Insurance % Change in Benefit Payments
year-over-year using 12 month moving average
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With fewer claimants, we are continuing to see lower total benefit payments.   Declines are getting smaller, as we’d expect, but it is still impressive to see continued declines.

Despite our WBA increases (as it is tied to average wages), we are still seeing y-o-y declines in monthly benefit payments as there are fewer claimants who are receiving benefits for shorter periods. 

(through August, 12 month moving average in benefits is down 8.5% compared to last year)

The current 12 month average of benefit payments is $23 million

Conversely, the Recession-era 12 month average of benefit payments: $90 million


Nevada’s Trust Fund:
Growing and Growing

State of Nevada Ul Trust Fund Balance
quarter-ending balances including borrowing
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The aggregate impact on all of these UI trends…Nevada’s Trust Fund stands at $1.84 billion. This is $430 million higher than this time last year and, not shockingly, the highest balance in Nevada’s history.

Pre-Recession peak: $806 million 
Recession trough: -$823 million
Bond proceeds: $592 million

Current balance: $1.84 billion 

From bottom $2.6 billion!!!


Nevada’s Trust Fund:
Trust Fund Growth in Last 14 Quarters

State of Nevada Ul Contributions & Benefit Payments
quarter-ending totals (excludes Ul bond proceeds)
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Presentation Notes
Blue bars= UI Tax Contributions (inflows)

Red bars= UI Benefit Payments (outflows)

When blue is greater than red, TF balance increases.

Benefit payments have been low enough that we have seen TF balance increase every quarter for the last 14 consecutive quarters when interest earnings are counted. Contributions alone have exceeded benefit payments in 10 straight quarters.



2020 Rate Discussion:
Contribution Rates and Benefit Cost Rates

Net Difference of UITF Average Tax Rate & Benefit Cost Rate
difference of quarterly rates

blue-shaded areas result in TF quarterly growth, red-shaded in TF quarterly decline

2020

Source: ETA 2112
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29 quarters where BCR<Average Tax Rate

The distance between the two (represented by the blue area when tax rate>BCR and red area when BCR>tax rate) represents TF growth/decline.

We are seeing the gap widen as BCR drops and tax rates hold at levels near our highs

Q3 2019 Avg. Tax Rate 1.9%
Q3 2019 BCR 0.44%


Nevada’s Trust Fund:
Current Solvency Multiples

Trust Fund Solvency Levels
quarter-ending Q3 2019

1.50

Federal High Cost Multiple NRS 612.550 State Solvency Multiple  Federal Average High Cost Multiple
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What does a $1.84 billion balance really mean? (work right to left)

AHCM uses the average of a state’s 3 highest BCR years in the last 20 years OR in the last 3 recessions (all of our highest BCR years were during the recession). An AHCM of 1.0 means the state has a balance that is estimated to last 1 year if the state were to experience a similar recession. 1.46

Our state solvency multiple uses the worst of the state’s experiences in terms of duration, risk ratio, but only for the last 10 years. As we get further and further away from the recession, the dollar amount required for state solvency will decline (making it seem like we are in a better position that we probably are). For the next year we will see the state solvency measure drop by $600 million. We have tried to advise the council to not heavily weight this measure. 1.16

HCM is the same concept as the AHCM except it only uses the worst year in state history. So even under a worst case, we have enough in the Trust Fund to last a year. 1.10


2020 Rate Discussion:
Where do Ul Contributions Go?

Distribution of Ul Contributions
by ESC year

1984

2012 2013 2014 2015 2016 2017 2018 2019

2020 (1.45%) 2020 (1.55%) 2020 (1.65%) 2020 (1.75%) 2020 (1.85%)
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And to be-labor this, we are seeing higher and higher shares of contributions go towards the TF. Our most recent esc year saw 59% of contributions go straight to the Trust Fund.


2020 Forecast:
Potential 2020 Tax Rates

Nevada Solvency Calculation
Covered Employment

Highest Risk Ratio - 3/2011
Highest Weeks Duration - 09/2011
Average Weekly Payment
Solvency Target (Millions)

Ul Trust Fund Level

Beginning Fund Balance (Millions)

Intake to Fund
Taxes
Interest

Payout From Fund

Regular Benefits
Net Change in Fund
Ending Fund Balance (Millions)
State Solvency Excess (Millions)
State Solvency Multiple
AHCM Solvency Excess (Millions)
Average High Cost Multiple

2020
1,235,305
12.42%
16.21
$372.29
$925.3

$1,844.3

614.8
568.3
46.5

286.9
286.9
327.9
$2,172.2
1,246.9
2.35
884.4
1.65

2020
1,235,305
12.42%
16.21
$372.29
$925.3

$1,844.3

638.9
592.1
46.7

286.9
286.9
351.9
$2,196.2
1,271.0
2.37
908.4
1.67

2020
1,235,305
12.42%
16.21
$372.29

$925.3

$1,844.3

662.9
615.9
46.9

286.9
286.9
375.9
$2,220.3
1,295.0
2.40
932.5
1.69

2020
1,235,305
12.42%
16.21
$372.29
$925.3

$1,844.3

686.9
639.7
472

286.9
286.9
400.0
$2,244.3
1,319.0
2.43
956.5
1.70

$1,844.3

710.9
663.6
47.4

286.9
286.9
424.0
$2,268.3
1,343.1
2.45
980.5
1.72

Average Tax Rate
CEP Assessment

Total Cost to Employers

1.65%
0.05%

1.70%

Average Cost Per Employee at
Taxable Wage Base

$483.00

$515.20

$547.40

$579.60

$611.80
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So, with all of those things in mind, here are the 2020 rate forecasts. 

These scenarios are all my baseline forecast, which does not include a recession, but does see a slight uptick in benefit payments. All scenarios see the Trust Fund eclipse the $2 billion mark in the second quarter of next year.

The recommended average tax rate of 1.65%, while a decline of 2 tenths, will still elicit growth of 376 million dollars over the next year.  


2020 Forecast:
Estimated Trust Fund Balance Over Time

State of Nevada Ul Trust Fund Estimated Balances at Various Ul Tax Rates
estimated periods: Q3 2019 to Q4 2023

_[AHCM 2.0)

in millions
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To provide a longer-run look at the impact of the different rates, this is a forecast for the low, middle, and high rate going out to 2023. The dashed blue line is the balance need to have an AHCM of 2.0 (two years of recession level benefits).

Using last year’s rate as the tax rate going forward, we can see that we will approach a 2.0 AHCM by the end of calendar year 2021 under a no recession scenario. The middle rate of 1.65% approaches a 2.0 AHCM by June 2022 and the lowest rate presented shows the Trust Fund reaching the 2.0 level in June 2023.


2020 Forecast:
Long Term Effect of Different Rates

AHCM on Sept. 30 of Each Year
Tax Rate Current 2020 AHCM 2021 AHCM 2022 AHCM 2023 AHCM
1.45%
1.55%
1.65%
1.75%
1.85%

« Estimates reflect constant tax rate for all years in baseline, no recession scenario.
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This table provides a more understandable view of the previous chart as it becomes easy to lose perspective of what $2.8 billion dollars means. If we stretch out the rates for each year under a baseline scenario, where do we end up years down the line in terms of Trust Fund solvency. 


For Additional Information, Please Contact:

Nevada Department of Employment, Training and Rehabilitation
Research and Analysis Bureau

Alessandro Capello
Supervising Economist
accapello@detr.nv.qov

Jeremey Hays
Economist
[ahays@detr.nv.gov

(775) 684-0450
http://www.nevadaworkforce.com
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