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ECONOMIC INDICATORS SHOW POSITIVE
GROWTH, BUT ILLINOIS IS VULNERABLE
IF NATION ENTERS A RECESSION

The United States is currently in a period of economic growth that, at this
point in time, is historic in its longevity. The civilian unemployment rate, at 3.9
percent in the National Jobs Report issued in January 2019, is at its lowest
level since December 1969. In November 2018, the United States
completed 98 consecutive months of job growth, the longest sustained
period of growth since the U.S. Bureau of Labor Statistics started keeping
such numbers in 1930. The seasonally adjusted gross domestic product in
the third quarter of 2018 hit $20.66 trillion, representing a roughly 5.47
percent change from the previous year and the 37th consecutive quarter of
United States GDP growth.

As is to be expected in an economy with such sustained growth, many
business and labor market indicators are positive. Personal consumption
expenditures are up nearly 5 percent from one year ago, net private
domestic investment is up more than $684 billion, and wage growth has
remained steady throughout 2018.

Concerns exist, however. JP Morgan Chase stated in October that its

modeling has determined a 50 percent chance of a recession occurring
within the next two years. Also, at the end of 2018, the yield curve between
10-year and two-year U.S. Treasuries began to flatten, which is often a
harbinger of a stagnating economy. Perhaps most glaring, stock market
fluctuations starting in November wiped out all 2018 market gains, setting up
the worst Thanksgiving week for the Dow Jones Industrial Average and S&P
500 since 2011.

Economic indicators also show positive growth and development in Illinois’
business and labor markets. However, the pace of Illinois’ economic growth
has lagged. In 2017, Illinois’ real gross domestic product growth trailed the
United States’ as a whole by a full percentage point. The seasonally adjusted
unemployment rate in Illinois for October 2018 is 4.2 percent, down 0.7
points from the same period last year, but still 0.5 percentage points higher
than the nation overall.

Slower growth places Illinois in a more vulnerable position if a downturn in
the national economy occurs in the not-too-distant future.

Quarterly Highlights and Debt
Transparency Act Review
___________________________________________

During the second quarter of the 2019 fiscal year, the
total reported estimated bill backlog topped $8.001
billion at the end of the day December 19, and saw a
low of $6.455 billion at the end of the day November
28. These amounts also reflect the highs and lows of
the quarter once adjusted to reflect agency reports
under the Debt Transparency Act. The total estimated
backlog must be adjusted based on held bills
reported at the agency level, which are not reported
to the Office of the Comptroller until after the final day
of each month.

The second quarter of fiscal year 2019 began with
$5.659 billion in General Funds payables at the Office
of the Comptroller, an increase of $1.479 billion, or 35

Fiscal Year 2019 • Quarter 2 • January 2019

—1 —

percent, compared to the start of the first quarter.
The second quarter ended with $6.084 billion in
General Funds payables at the Office, an increase
of $461 million, or 8 percent, compared to the end
of the first quarter.

The Office of the Comptroller continued to utilize
cash management tools authorized by the
General Assembly to stem the state’s backlog of
unpaid bills. In the second quarter, the Office of
the Comptroller borrowed $250 million from other
state funds, which must be repaid. The State
Treasurer’s Office invested $500 million of the
state’s $14 billion investment portfolio to pay bills.
To date, the Treasurer’s Office has invested $700
million in the backlog, with a projected six-month
savings to taxpayers in lower interest penalties of
between $18 million and $29 million. About $685
million is due for repayment to the state’s portfolio
by May 2019, at interest rates between 3.59
percent and 3.78 percent, which is significantly
lower than the 12 percent interest penalty due on
many of the state’s bills when not paid promptly.

When outstanding vouchers are considered, the
General Revenue Fund – Illinois’ main operating
account – closed the quarter with a cash balance
of negative $5.011 billion.

Base Revenues

Through December of fiscal year 2019, a
combination of $2.500 billion less in transfers-in
from Special Bond Proceeds (a one-time revenue in
fiscal year 2018) and $2.267 billion less from federal
sources (also a result of the use of the transfers-in
from the Special Bond Proceeds in fiscal year 2018)
resulted in a General Funds net base revenue
decrease of $3.435 billion, or 16.6 percent,
compared to the same period in fiscal year 2018.
However, other revenue sources reported increases
compared to last year. Factors impacting the state’s
base revenues include:

• INCOME TAX: Individual income tax receipts
grew by $777 million, or 10.9 percent, through the
first half of fiscal year 2019 when compared to the
same period in fiscal year 2018; corporate
income tax revenues increased by $164 million,
or 19.9 percent.

• SALES TAX: Sales tax revenues through the
second quarter of the fiscal year increased by
$292 million, or 7.2 percent, when compared to
the same timeframe in fiscal year 2018.

• TRANSFERS: Transfers-in decreased by $2.446
billion through December of fiscal year 2019,
largely due to the one-time nature of $2.500
billion in transfers associated with the Special
Bond Proceeds in fiscal year 2018. Lottery Fund
transfers increased by $6 million, and riverboat
gambling transfers declined by $6 million.

• FEDERAL REVENUE: Federal revenues
decreased by $2.267 billion, or 64.4 percent,
compared to the previous fiscal year. Again, this
decrease is associated with the one-time nature
of the cash infusion from the Special Bond
Proceeds transfers, which allowed for an
increase in payments from the General Funds for
Medicaid bills eligible for reimbursement during
the second quarter of fiscal year 2018.

• OTHER RECEIPTS: Total “all other state
sources” revenues increased by $45 million, or
2.9 percent, from the previous fiscal year.
Investment income increased by $32 million,
corporate franchise tax and fees increased by
$25 million, and inheritance taxes grew by $16
million. This growth was partially offset by a
decrease of $16 million in public utility taxes.

Base Expenditures

General Funds base spending – payments released
by the Office of the Comptroller – decreased by
$3.785 billion, or 17.3 percent, through December of
fiscal year 2019 when compared to the same period
of fiscal year 2018. Warrants issued, including prior
year adjustments, decreased by $3.553 billion, while
transfers out decreased by $232 million.

• SOCIAL SERVICES: Department of Healthcare
and Family Services expenditures increased by
$309 million, or 10.0 percent. Vouchers
presented by the Department of Human
Services increased by $46 million, or 2.4
percent. Department of Children and Family
Services spending increased by $5 million, or
1.3 percent. Vouchers presented by the
Department on Aging decreased by $289 million
(40.6 percent).

• EDUCATION: State Board of Education
expenditures increased by $311 million, or 8.8
percent, when compared to the same period of
fiscal year 2018. Vouchers presented by higher
education agencies, excluding the retirement
system, decreased by $1.139 billion (49.3
percent). This decline is attributed to the
inclusion of additional funding for fiscal year
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2017 that occurred during lapse period, which
inflated the expenditures for the first half of fiscal
year 2018.

• RETIREMENT
SYSTEMS:
Teachers’
Retirement System expenditures increased by
$70 million. Vouchers from the State Employees
Retirement System declined by $52 million.
State Universities Retirement System
expenditures decreased by $185 million.

• ALL OTHER: Vouchers from all other agencies
increased by $559 million. Department of
Corrections had the largest increase among the
other major agencies at $363 million, or 49.6
percent. Central Management Services spending
increased by $104 million, or 10.5 percent.

• TRANSFERS-OUT: Transfers-out through the
second quarter of fiscal year 2019 decreased by
$232 million (12.4 percent). n
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